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Sec.  2.  That  it  shall  be  the  duty  of  this  commission  to  investigate  questions 
pertaining  to  immigration,  to  labor,  to  agriculture,  to  manufacturing,  and  to  busineaa, 
and  to  report  to  Congress  and  to  suggest  such  l^:iBlation  as  it  may  deem  beet  upon 
these  subjects. 

Sec.  8.  That  it  shall  furnish  such  information  and  suggest  such  taws  as  may  be 
made  a  basis  for  uniform  l^slation  by  the  various  States  of  the  Union,  in  order  to 
harmonize  conflicting  interestn  and  to  be  equitable  to  the  latwrcr,  the  employer,  the 
prmluivr,  and  the  consumer. 
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Industrial  Commission, 

December  $,  1901. 
To  the  Ftfiy-geventh  Oon^esa: 

I  have  the  honor  to  tiansmit  herewith  on  behalf  of  the  Industrial 
Commission  a  report  on  the  subject  of  Transportation  prepared  in 
pursuance  of  the  act  of  Congress  approved  June  18,  1898. 

This  is  the  second  report  of  the  Commiseion  da  this  sabjeot,  the 
first  coQstitutinf;  Volmne  TV  of  the  Commission's  reports.  The  present 
volume  includes  testimony  taken  since  May  1,  1900,  together  with  a 
review  and  digest  thereof,  and  special  i-eports  ou  railway  I^islation 
and  on  tiie  taxation  of  transportation  corporations. 

The  conclosions  and  recommendations  of  the  Conunissioo  on  this 
subject  will  be  submitted  in  its  Final  Report, 
BespectfuUy, 

Albebt  Clarke, 

Cfiairman, 
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REVIEW  OF  EVIDENCE. 

The  following  review  covers  only  the  evidence  of  the  witneeeee  whose  testimony  is 
prantcd  in  the  present  volume,  which  lias  been  taken  since  May,  1900.  This  testi- 
mony should  be  read  in  connection  with  that  of  earlier  witnesses  which  was  published 
in  the  preceding  report  of  the  Industrial  Commiseion  on  tranaportatior  questions. 
Volume  IV.  On  many  subjects  the  evidence  in  the  former  volume  was  much  fuller 
than  that  in  the  present  volume.  It  has  been  the  aim  in  the  selection  of  the  witnesses 
wKose  testimony  is  herewith  published  to  cover  subjects  which  were  less  fully  inves- 
tigated previously.  A  considerable  amount  of  evidence  bearing  on  transportation 
questions  is  also  given  in  several  other  reports  of  the  Industrial  Comroiseion.  The 
Bubjectof  railway  labor  iseshaustively  discussed  in  a  special  report  printed  in  Volume 
XVII.  The  taxation  of  transportation  companies  is  covered  quite  completely  in  the 
special  report  on  the  taxation  of  corporations,  printed  in  Volume  XI.  Allied  di»- 
crimiDations  by  the  rtulroads  in  favor  of  industrial  combinations  are  diecnssed  mor« 
or  less  extensively  in  the  testimony  on  trusts  and  combinations,  Volotne  I  and 
Volume  XIII.  In  the  agricultural  testimony.  Volume  X,  there  are  a  lumber  of 
important  statements  r^arding  the  system  of  grain  elevators  and  their  relations  to 
the  railroad  companies.  Other  less  extensive  statements  as  to  transportation  ques- 
tions will  be  found,  by  reference  to  the  digests  and  indexes,  iu  nearly  all  of  the 
Tolnmee  published  by  the  commission. 

CONSOLIDATION  OF  RAILWAYS  AND  COMMUNITY  OF  INTEREST. 

Mr.  Schiff,  of  the  banking  firm  of  Kuhn,  Loeb  &  Co.,  Mr.  Woodlock,  of  the  Wall 
Street  Journal,  and  several  other  witnesses'  refer  t«  the  tendency  recently  mani- 
fested toward  the  establishment  of  great  consolidated  railroad  systems  and  toward 
commtuity  of  interest  between  railroads  hitherto  competing.  These  witnesses  gen- 
erally assert  that  the  primary  motive  in  forming  these  combinations  has  been  to 
prevent  excessive  competition,  and  they  attribute  the  movement  more  or  less 
directly  to  the  efiect  of  the  interstate-commerce  law  in  prohibiting  pooling  and 
agreements,  and  thus  forcing  the  railroads  to  compete,  often  to  the  extent  of  cutting 
rates  below  the  line  of  proGt.  The  method  by  which  community  of  interest  is 
established  is  said  to  be  largely  by  purchase  of  a  certain  proportion  of  the  shares  of 
one  railroad  by  another  railroad  or  by  its  largest  ownen,  while  consolidations  are 
frequently  brought  about  by  lease  or  by  outright  purchase  of  one  road  by  another. 

Mr.  Schiff,  in  particular,  thinks  that  the  tendency  toward  community  of  interest 
does  not  neceesarily  indicate  a  further  movement  toward  absolute  combination  of 
railroads  and  the  absorption  of  the  smaller  companies  into  tbe  larger  ones.  He  says 
that  it  certainly  does  not  indicate  a  tendency  toward  a  general  combination  through- 
out the  country;  that,  for  example,  the  Eastern  tnmk  lines  have  a  territory  naturally 
distinct  from  that  of  the  transcontinental  lines  west  of  the  Missouri,  and  that  there 
apparently  is  no  disposition  on  their  part  to  secure  control  of  the  Western  lines.  This 
witness  and  others  allude  to  the  recent  purchase  by  the  Union  Pacific  Railroad  of 
substantial  control  over  the  Southern  Pacific.  Mr.  Stubbe,  third  vice-president  of 
the  Southern  Padfic,  explains  that  the  motive  for  this  movement  is  to  make  a  con- 
tinuous line  of  the  Union  Pacific  and  Central  Pacific,  which  latter  road  is  owned  by 

lWoodIi>ck.p.4ai;Scblll.  pp.  T7»,  TTli  Rlpler,  pp.  2SS,I»1,2M;  Qieene,  p.  4TS:  Stubto,  pp.  7ST.  T6«. 
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the  Southern  ^ciflc.  The  movement  toward  a  conaolidation  of  the  milroada  in  Col- 
orado ie  also  referred  to,  as  well  as  the  struggle  of  the  Union  Pacific  and  the  Northern 
Pacific  to  secure  control  of  the  Burlington  during  the  spring  of  1901. 

Mr.  Stubbe,  Mr.  Schtff,  anil  several  others,'  mostly  repreaentit^  railroad  com- 
paniee,  but  including  some  shippers  and  indcpeiident  witnesses  as  well,  are  inclined 
to  think  that  the  consolidation  of  smaller  railroads  into  ;;reat  unified  Bystems 
will  prove  generally  beneficial  to  the  public.  It  will,  in  their  judgment,  make 
possible  important  economies  in  operation,  will  facilitate  the  prompt  handling  of 
freight  and  paasengers,  and  will  tend  to  improve  the  physical  character  of  the  prop- 
erties. All  these  advantages,  it  is  asserted,  have  already  been  observed  as  the  result 
of  consolidations  recently  effected.  Many  of  these  witnesses  think,  also,  that  the 
establishment  of  community  of  interest  and  harmonious  relations  between  roads 
hitherto  competing  is  likewise  advantageous  to  the  general  public.  It  does  awajr 
with  the  extreme  competition  which  has  often  led  nulroads  to  transact  business  at  a 
loss — a  practice  which  these  witnesses  believe  can  not  be  to  the  interest  of  the  public — 
and  especially  it  removes  the  temptation  to  moke  personal  discriminations,  which 
accompanies  extreme  competition  and  to  some  degree  also  the  temptation  to  discrim- 
inate between  localities.  Several  witnemes  declare  that,  in  their  opinion,  it  will  not 
be  possible  for  railroads,  by  combination,  to  establish  excessive  rates.  There  will 
always  be  the  competition  of  sections  of  the  country  and  of  different  countries  with 
one  another  for  the  marketing  of  products,  and  the  competition  of  watercarriers  still 
exerts  a  powerful  effect.  Public  opinion  is  also  a  strong  influence  in  controlling 
rates.  A  representative  of  a  San  Francisco  board  of  trade  is  inclined  to  think  that 
the  establishment  of  through  routes  from  ocean  to  ocean  will  prove  advantageous  to 
California  by  doing  away  with  the  motive  of  the  railroads,  as  at  present  operated,  to 
build  up  the  cities  of  the  Middle  West  at  the  expense  of  that  State.' 

Two  or  three  witnesses,  however,  notably  Professors  Ripley,'  Adams,*  and  Parsons, 
think  that  the  tendency  toward  railroad  consolidation  and  community  of  interest, 
while  perhape  in  some  senses  advantageous  is  likely  to  result  in  increased  charges 
because  of  the  absence  of  competiUon,  and  that,  therefote,  additional  control  should 
be  ^ven  to  the  Interstate  Commerce  Commission  over  railroad  rates,  professor 
Parsonsespedally  laysstreeson  the  public  danger  of  placing  such  power  in  the  hands 
of  a  few  individuals,  and  thinks,  accordingly,  that  Government  ownership  isdesirable.' 
One  reprwentative  of  the  railroads  thinks  that  there  will  ultimately  be,  and  should 
be,  several  great  systems  in  each  section,  working  in  some  decree  of  harmony,  hut 
still  competing.  He  thinks  entire  cessation  of  competition  would  be  bod  ior  tb« 
railroads,  as  well  as  the  people.' 

POOLING. 

The  subject  of  pooling  appeared  to  be  of  lees  interest  to  railroad  men  and  others  in 
1901  than  it  was  two  or  three  years  earlier,  when  the  Industrial  Commission  first  took 
tefltimony  regarding  it.  The  tendency  toward  community  of  interest  is  said  by  several 
witnesses  to  have  made  pooling  less  an  object  to  be  sought  by  the  railroads.  Two  or 
three  representatives  of  the  railroads,  however,  think  that  the  l^falization  of  pooling, 
and  especially  of  agreements  as  to  rates,  is  still  desirable,'  and  two  representatives  of 
chambera  of  commerce,  as  well  as  the  secretary  of  the  Minnesota  Railroail  Commission, 
agree  in  this  point,  though  they  would  favor  proper  regulation  of  rates  if  pooling  were 
permitted.     Professor  Ripley  also  thinks  that  pooling  and  rate  agreements  might  be 

'Slabta,  pp.  767.  7M;  Ureene,  pp.  *»!-«!;  Thomm,  p.  569;  McLeod,  p.  671;  Rlee.  p.  7«;  Harkhun, 
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de  irablt;  id  order  to  make  rates  more  steady  aod  more  free  from  <iiacriminations,  but 
that  reflation  by  the  Interstate  Commerce  Commiasion  would  certainly  be  neceasary 
it  pooling  were  permitted.' 

It  ia  slated  by  one  witness,  representing  the  Memphis  Freight  Bureau,  that  there  is 
believed  to  be  an  arrangement  among  the  railroails  at  that  point  for  the  pooling  of 
cotton  bnaineaa.  The  repreaentative  of  the  San  FnuiciRco  Board  of  Tmde  thinksalao 
that  there  ii  a  "gentlemen's  agreement"  among  transcontinental  roads  for  the  fixing 
of  rates,  which  is  very  effective,  although  it  Is  so  arranged  as  not  to  violate  the  inter- 
state-commerce act.'  A  representative  of  the  Southern  Pacific  Company  saya  also 
that  the  transcontinental  railroads  tiold  conferences  as  to  rates,  while  Mr.  McGovem, 
of  the  Southern  Classification  Committee,  says  that  the  rates  in  the  South  are  made 
chiefly  by  agreement  among  the  railroads  in  the  several  traffic  associations,  although 
no  road  ia  bound  to  abide  by  the  rates  established.'' 

CAPITALIZATION  AND  REORGANIZATION  OF  RAILROADS. 

Professor  Ripley  and  Professor  Parsons  assert  that  American  railroads  are  in  many 
instances  largely  overcapitalised.  While  some  roads,  especialiy  prior  to  recent  con- 
BOUdations,  have  kept  their  capital  down  to  the  basis  of  actual  investment  or  even 
lees  in  the  case  of  a  few  lines  which  had  been  largely  improved  out  of  eamincp,  in  . 
many  other  cases  the  capital  has  been  repeatedly  swelled  without  corre.iponding 
increase  in  the  plant  investment.  The  recent  increase  in  the  capital ixation  of  the 
Chicago  and  Alton  railroad  from  $30,000,000  to  nearly  (100,000,000  is  instanced  as 
an  illustration.  It  is  held  by  Professor  Parsons  that  the  constant  motive  of  privately 
owned  railways  is  to  conceal  their  true  earnings  by  increasing  capitalization,  and  he 
considers  this  one  argument  in  favor  of  government  ownership.' 

Mr.  Woodlock,  railroad  editor  of  the  Wall  Street  Journal,  and  several  witnesses 
representing  railroad  companies  deny  that  American  railways  in  general  are- over- 
capitalized. They  compare  the  capital i7.ati on  of  American  railroads,  which  is  said  to 
average  about  (61,000  per  mile,  with  that  of  the  British  railroads,  which  averages 
from  t2SO,000  to  (240,000  per  mile.  It  is  asserted  that  the  British  railroads  syste- 
maticaliy  add  to  capital  every  possible  expenditure  for  improvement,  however  slight 
These  witnesses  say  also  that  the  increase  in  capitalization  of  American  roads  has  in 
many  cases  been  justified  by  the  improvement  of  the  roads  out  of  earnings.  Some 
of  them  are  also  inclined  to  maintain  that  earning  capacity  is  the  proper  basJB  of 
capitalization.  Those  who  take  this  position  aild  that  the  fall  in  the  prevailing  rate 
of  intereet  has  made  it  possible  to  issue  larger  amounts  of  bonds  on  a  given  eamiitg 
capacity  than  before,  and  that  the  issue  of  stocks  is  a  comparatively  unimportant 
matter,  because  they  do  not  create  a  fixed  charge.  Mr.  Woodlock,  however,  admits 
that  there  have  been  instances  ol  the  abuse  of  capital ixation  in  recent  years;  he 
refers  particularly  to  the  Kansas  City,  Pittsburg  and  Gulf  Railroad,  and  apparently 
thinks  also  that  the  Chicago  and  Alton  is  now  overcapitalized.  This  witness,  as 
well  as  Mr.  Thomas,  of  the  Erie  Railroad,  are  disposed  to  think  that  some  regulation 
of  capitalization  by  the  Government  would  be  perhaps  desirable  as  a  protection  to 
iovestore.  Professor  Ripley  speaks  especially  with  approval  of  the  Massachusetts 
law  which  requires  that  stocks  and  bonds  of  railroads  and  street  railroads  shall  be 
issued  only  on  the  basis  of  actual  investment  and  subject  to  the  approval  of  the  State 
railroad  commission.  He  asserts  that  this  provision  has  greatly  increased  the  power 
of  the  rulroad  comminion  as  regards  rates  and  other  matters,  since  the  railroad 
companies  have  frequently  to  come  to  it  for  privileges.    The  chainnan  of  the  Maasa- 

>  filpler,  pp.  ISB,  zel,  SM:  Teltbeig,  p.  272;  AndetMn,  pp.  B3».  M2;  Wbeeler,  pp.  748,  T49. 
■  Davuit,  p.  T;  Wbeeler,  p.  719. 
■Stabli^  p.  764:  HcOOTem,  p.  «M. 
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cbuBetta  commiBsion  also  expremee  approval  of  the  reealts  of  this  regutation  of  the 
iseoe  of  securities.  He  saye  tbftt  Becuritiee  may  be  issned  for  certain  specified  pur- 
poees,  and  that  the  board,  with  expert  oaeistance,  carefully  conaiders  how  much  cap- 
ital maybe  required  for  conatructioQ  orother  given  objects.  Beference  is  also  made 
to  the  Minnesota  law  regulating  the  issue  of  securitiee  by  railroads  in  the  same  way 
as  in  Maaaachusette.' 

Some  of  theee  witnessee  diacim  also  somewhat  the  proper  basi^  for  capitalization. 
FrofesBor  Adams,  statistician  of  the  Interstate  Commerce  Commiaeion,  is  dispoeed  to 
hold  that  actual  inveetment  should  be  the  baaie.  He  describee  the  detailed  investi- 
gations of  a  special  commission  in  Micbigan  regarding  the  actual  value  and  cost  of 
reproduction  of  railroads,  and  declares  that  it  is  desirable  to  make  such  investiga- 
tions, not  merely  as  a  basis  for  taxation,  but  as  a  basis  for  estimating  proper  rates. 
It  is  impossible,  he  says,  to  decide  as  to  the  justice  of  rat«s  imiess  we  know  how 
much  return  they  secure  to  the  railroads  on  their  actual  investment,  rather  than  upon 
a  capitalization  which  may  be  inflated.  This  witness  thinks  that  the  United  States 
Government  should  undertake  ctu«ful  valoations  of  rtulroad  property  for  these  rea- 
sons.* Mr.  Woodlock  and  two  or  three  other  witnesses,  however,  are  inclined  to  think 
that  earning  capacity  is  in  general  a  proper  ba«B  for  capitalization,  and  that  in  any  case 
the  amount  of  capital  can  not  greatly  affect  rates,  because  competition  of  other  roads 
and  many  other  influences  of  an  independent  character  enter  into  rates.'  They 
especially  insist  that  cost  of  reproduction  is  not  a  proper  basis  for  capitalization. 
Mr.Schiff  declares  that  theamountof  securities  issued  isamatterof  little  importance, 
that  railroads  must  adapt  themselves  to  the  value  of  one  another  in  competition,  and 
that  investors  soon  learn  their  real  values.* 

Reoryaniiotion  and  iix  ^ed  on  oapilaliia&on. — Theefiects  ot  recent  railway  reoif^ni- 
zations  are  discussed  by  several  witnesses.  It  is  stated  that  many  railways  have  long 
been  burdened  with  lai^  bond  issues  at  high  mtes  of  interest.  The  same  influences 
which  depress  general  business  conditions  affect  railroads  severely,  and  often  moke 
them  unable  to  pay  interest,  whereupon  they  are  put  into  the  hands  of  receivers.  The 
depresnon  following  1893  resulted  in  the  bankruptcy  of  a  very  large  proportion  of 
the  railroads  of  the  country.  In  case  of  bankruptcy,  according  to  Mr.  Greene,  some 
of  the  large  security  holders  usually  constitute  themselves  a  committee  of  reorganiza- 
tion. Theendeavoris  to  simplify  the  finances  of  the  railroad,  tocut  off  such  branches 
or  leased  roads  as  may  not  be  profitable,  but  to  hold  the  system  together  as  tar  as 
possible,  and  in  particular  to  reduce  fixed  charges.  Witnesses  generally  agree  that 
recent  reorganizations  have  not  usually  resulted  in  a  reduction  of  the  total  capitaliza- 
tion of  rulroads,  but  that  they  have  either  lowered  the  absolute  amount  of  bonds  by 
issuing  stocks  in  their  stead,  or  by  securing  lower  ratee  of  interest,  have  reduced  the 
fixed  charges.  In  some  instances,  it  is  admitted,  little  restriction  has  been  placed 
upon  the  issue  of  stocks  in  reoiganlzation,  but  several  witnessee  hold  that  the  exist- 
ence ot  a  large  amount  of  stock,  which  has  no  imperative  claim  on  earnings,  has 
little  effect  upon  the  prosperity  of  railroads  or  upon  the  general  public'  Beference 
is  made  especially  to  the  reorganizations  of  the  Erie,  Beading,  and  other  roads. 

One  witness,  Mr.  Rice,  thinks  that  a  mistake  is  often  made  in  appointing  tiie  presi- 
dent of  a  bankrupt  railway  as  receiver.  If  his  bad  management  has  caused  bank- 
ruptcy, the  mere  fact  that  he  is  familiar  with  the  system  does  not  justify  leaving  him 
in  charge  of  it.* 
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FREIGHT  TRAFFIC  AND  RATES. 


Ditcnttion  of  reatotuMmat  of  exiMing  raUe.—Beveial  yiUnesees  representing  railroad 
companies  assert  that  rulroad  retea  in  the  United  States  have  in  t^neral  steadily  and 
rapidly  decreased,  and  ttiat  they  are  mach  lower  than  in  moat  European  rauntries. 
Comparisons  are  made  as  to  the  grain  rates  from  Chicago  to  New  York,  which  show 
that  the  all-rail  rat«  in  186S  was  42.6  cents  per  bushel,  and  that  in  1S99  it  had  fallen 
to  10.S3  cents  a  bushel,  white  the  lake-and'rail  rates  had  fallen  in  fully  as  great  pro- 
portion, and  stood  in  180S  at  6,63  cents.  Mr.  Markham  presents  a  table  showing  that 
the  average  receipts  per  ton  per  mile  for  hauling  freight  in  the  United  Slates  are  only 
97  cents,  while  in  PruBsia  the  average  rates  are  1.32  cents  per  ton  per  mile,  and  in 
other  Enropen  countries  they  are  slill  higher.  As  indicated  in  another  connection, 
figures  presented  by  advocates  of  Government  ownership  show  also  that  the  average 
freight  rates  in  the  United  Btstes  are  lower  than  in  European  countries;  but  it  is 
argued  that  the  wide  diSerencee  in  conditions  make  fair  comparisons  impossible, 
and  that  the  longer  hauls  in  the  United  States  especially  tend  to  reduce  the  cost  o( 
transportation.' 

jTuream  of  rata  m  1900. — Several  witnesses  allude  to  the  increase  in  fre^htrateeat 
the  beginning  of  the  year  1900,  and  some  of  them  assert  that  the  existing  rates,  eepe- 
daily  in  the  Southern  and  Westenisectionaof  the  country,  are  excessively  high.  Mr. 
Langley,  a  representative  of  the  Merchants'  Association  of  New  York,'  states  that 
these  advances  in  1900  were  nearly  all  made  by  the  process  of  changing  commodities 
from  lower  classes  to  higher  classes,  and  in  some  instances  by  the  abandonment  of 
commodity  rates,  lower  than  the  lowest  class  rateti,  which  had  formerly  existed,  or 
by  raising  the  commodity  rates.  This  witness  declares  that  out  of  about  3,000  items 
in  the  Official  claanfication,  818  were  advanced  in  January,  1900,  and  that  the  aver- 
age increase  in  rates  on  these  articles  between  New  York  and  Chicago,  as  the  result 
of  these  changes,  was  35,5  per  cent.  The  Western  classification  committee  about  the 
same  time  advanced  the  classification — that  is,  practically  advanced  the  iBtes — ol 
240  items,  the  average  increase  on  them  from  Chicago  to  Missouri  River  points  being 
47.4  per  cent.  In  February,  1900,  continues  Mr.  Langley,  the  Southern  classification 
was  revised,  about  two-thirds  of  the  articles  being  advanced  in  class,  with  an  increase 
ot  rates  of  from  30  to  50  per  cent. 

Mr.  Langley  and  two  or  three  others  hold  that  these  advances  in  freight  rates  were 
unnecessary  and  unjustifiable;  that  the  earnings  of  the  railroads  during  1899  were 
much  larger  than  they  had  been  for  many  years  previous,  and  rendered  them  fair 
profits;  the  increased  tonnage  growing  from  the  general  prosperity  ot  the  country 
sufficiently  increasing  the  revenuea  of  the  railroad  companies  without  advances  in 
rates.  Mr.  Langley  complains  especially  of  the  en^loyment  of  the  method  of 
advancing  rates  by  means  of  changes  in  the  classification.  He  says  that  this  practice 
is  confusing;  that  many  shippers  do  not  understand  the  manner  in  which  rates  have 
been  advanced,  and  that  it  reaulte  in  great  inequalities.  The  action  of  the  rulrdads 
in  transferring  goods  from  one  class  to  another  is  entirely  arbitrary,  and  instead  of 
making  approximately  the  same  increase  in  rates  for  all  commodilieH,  certain  classes 
have  been  discriminated  againsL  Manufactured  articles  in  particular  were  generally 
advanced  by  the  classification  changes  m  1900,  while  raw  products  and  heavier  com- 
modities were  left  unchanged  or  advanced  to  a  less  degree.  Another  witness,  who 
fWDBumes  large  quantities  of  coke  in  Hichigan,  asserts  that  the  advance  in  the  rate 
on  coke  from  Pennsylvania  during  the  year  1900  was  no  leas  than  55  cents  per  ton. 
He  ^ves  also  illustrations  of  advances  in  the  rates  on  alkali  products  manufactured 
by  his  company,  and  complains  particularly  of  the  exce^ive  rates  from  Michigan  to 
various  Southern  cities.    It  appears,  for  example,  that  it  costs  $195  to  haul  a  carload 
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of  bicarbonate  of  soda  from  Wyandotte,  Mich.,  to  Atlanta,  716  mileti,  aa  compared 
with  only  (4S  to  New  York,  700  miles.  This  witness  also  asserts  that  the  freight 
ntee  in  Western  territory  ar«  very  high  on  the  products  of  his  company,  as  well  as 
on  other  products.  He  believe§  that  it  would  be  to  the  interest  ot  the  railroads  in 
these  lesB  highly  developed  eections  to  reduce  freight  rates  generally,  with  a  view  to 
building  up  manufactures  and  other  industries,  and  thus  ultimately  inereaaing  their 
traffic  and  profit' 

Mr.  McGovem,  of  the  Southern  classification  committee,  admits  that  there  were 
numerous  increases  in  rates  in  the  Southern  territory  by  means  of  classification 
changes  during  the  year  1900,  although  he  asserts  that  the  rates  on  various  other 
articles  were  reduced.  He  says  that  prior  to  1900  the  clasaification  of  freight  in  the 
Southern  territory  was  not  made  by  one  unified  organisation,  and  that  there  were 
many  inconsistencies  and  many  instances  where  clarifications  were  unduly  low. 
The  establishment  of  one  clarification  committee  for  the  entire  Southern  territory 
made  possible  a  general  revision  and  the  adjustment  of  inequalities.  The  fact  that 
prices  throughout  the  country  bad  rii*en  greatly,  and  especially  that  the  prices  of 
articles  used  by  the  railroads  themselves  had  so  increased  as  to  add  materially  to  the 
cost  of  operation,  seems  to  this  witness  to  justify  fully  such  increases  ot  rates  as  were 
actually  made. 

Mr.  McGovem  asserts  further  that  most  of  the  numerous  changes  which  were  made 
and  agiunst  which  there  are  complaints  were  only  technically  advances.  Prior  to 
this  time  there  had  been  two  columns  of  rates,  one  for  goods  carried  at  the  risk  of  the 
carrier  under  ordinary  common-law  rules,  and  one  for  goods  carried  at  the  owner's 
risk  by  a  bill  of  lading  exempting  the  carrier  from  liability  except  for  certain  faults 
of  its  own.  As  a  matter  of  fact,  practically  99  per  cent  of  the  business  in  the  South- 
em  territory,  as  elsewhere,  had  been  carried  on  bills  of  lading  under  the  limited 
liability  or  owner's-risk  system.  The  lower  rates  for  owner's  risk,  which  apparently 
bad  not  before  been  applied  even  where  such  limited  bills  of  lading  were  used,  were 
entirely  abolished.  About  1,700  articles  which  had  been  in  the  carrieHs-risk  column 
only  were  made  subject  to  owner's  risk,  bearii^  the  same  rates  as  before.  At  the 
same  time  a  new  rule  was  passed  providing  that  if  the  carrier  assumed  the  risk  the 
rate  should  be  30  per  cent  higher.  By  later  action  the  carrier's-risk  rates  were 
reduced,  being  made  20  per  cent  higher  than  the  published  rates.  Mr.  McGovem 
holds  that  this  was  only  technically  an  advance,  because  in  practice  the  higher  rates 
had  formerly  been  actually  applied  in  ninety-nine  cases  out  of  a  hundred.  This 
witneffi  says  further  that  a  later  change  in  classification  advanced  the  lates  on  400  or 
500  commodities  and  reduced  them  on  about  100.  The  changes  in  many  cases  were 
on  unimportant  articles  and  the  rates  on  many  large  classes  oE  traffic  are  the  same  as 
before  1900. 

Two  or  three  other  witnesses  from  the  South,  including  a  representative  of  the 
shippers  of  Memphis,  were  inclined  also  to  justify  the  advance  in  Southern  freight 
rates  for  the  reasons  above  stated,  and  also  because  the  Soathern  railroads  have  never 
in  the  past  been  profitably  operated.  It  is  also  stated  that  the  establish inent  of  cotr 
ton  factories  in  the  South  has  reduced  the  amount  of  railroad  transportation  by 
substituting  the  less  bulky  cotton  goods  for  cotton  itself,  an<l  that  lor  this  reason 
rates  should  be  somewhat  higher  than  before.' 

A  representative  of  the  Southern  Pacific  Company  declares  that  transcontinental 
freight  rates  have  not  been  advanced  recently,  but  have  steadily  decreased  since 
1891.  He  asserts  also  that  there  is  no  grouod  for  complaint  on  the  part  of  California 
fruit  shippers  r^arding  escesaive  charges,  though  they  had  complained  somewhat 
regarding  the  charges  for  refrigeration  on  the  part  of  the  private  car  companies.' 

One  witness  also  statee  that  while  numerous  advances  were  made  in  the  official 


■Btobtn,  pp.  706,  Tn. 


it,H>t^lc 


BKVISW   OP   EVIDENCE.  XI 

claesificstion  in  1900,  an  order  vftm  eoon  afterw&nlfi  iftBued  which  reduced  by  10  or  20 
per  cent  the  ratee  on  many  of  the  articles  which  had  been  advanced. ' 

Infiuencet  iffee6ng  freight  rata  and  policy  of  raHroadt  regardituj  Ihem. — Several  wit- 
neiBeB  representing  the  railroad  companiee  aaaert  that  neither  is  it  the  policy  of  the 
railroad  companies  to  advance  freight  rates  to  ao  anreaaohable  figure,  nor  would  it 
be  practicable  for  them  to  do  %a,  because  of  the  competition  of  other  railroadt!  and  of 
water  cairieiB  (see  below,  p.  xxi),  and  especially  because  of  the  competition  ot  dif- 
ferent aectiona  of  the  country  and  of  different  countries.  This  poeitinn  is  especially 
affirmed  in  connection  with  diecosrion  as  to  the  possible  effect  of  the  establishment 
of  community  of  interest  between  previously  competing  lailroada.  It  is  held  that  it 
must  always  be  to  the  interest  of  the  railroad  companies  to  build  np  the  country 
through  which  they  operate,  and  that  in  order  to  do  so  they  must  make  rates  which 
will  enable  the  industries  of  that  country  to  compete  with  thcee  of  other  sections  and 
of  other  countries  in  the  world  markets.  The  rutroad  manager  who  undertakes  to 
put  rates  at  an  exorbitant  figure  because  he  has  an  apparent  monopoly  would  soon 
dry  up  the  source  of  hisbuainesB.  At  the  same  time  these  witnesses  hold  that  exces- 
sive competition  and  "rate  wars"  between  railroads  are  undesirable,  that  it  is  not  to 
the  interest  of  the  public  tjiat  rsdiroads  should  fail  to  earn  reasonable  profits,  and 
that  rate  wara  lead  to  discriminations  between  placee  and  between  individuals.' 

The  competition  of  Canadian  railroadi. — Two  or  three  witneseee  allude  to  the  com- 
petition of  the  Canadian  railroads  as  an  important  factor  in  the  fixing  of  freight  rates 
in  the  United  States.  It  is  pointed  ont  that  the  Canadian  roads  have  often  demAnded 
the  right  to  chai^  somewhat  lower  rates  in  hauling  goods  from  one  part  of  the 
United  States  through  Canadian  territory  to  another  part  of  the  United  Btates  than 
those  made  by  the  roads  of  this  country  themselves,  on  the  ground  of  the  greater 
distance  and  inconvenience  of  tiunsportation  through  Canada.  It  appears  that  for- 
merly there  was  a  differential  of  10  per  cent  allowed  to  the  Canadian  Pacific  Com- 
pany on  transcontinental  shipments.  The  roads  in  the  United  States,  it  is  alleged, 
frequently  cut  rates  secntly  in  order  to  do  away  with  the  advantage  of  this  differen- 
tial. Finally,  after  a  prolonged  rate  war,  the  Canadian,  Pacific  was  forced  to  abandon 
its  claim  to  a  differential,  and  its  business  with  San  Francisco  has  been  greatly 
reduced.  The  importance  of  Canadian  transportation  to  the  prosperity  of  Boston  is 
especially  mentioned  by  one  or  two  witnesses.' 

Freight  doMifiealian. — Several  witnesses  describe  the  system  of  freight  classifica- 
tion, Mr.  McGovem,  chairman  of  the  Bouthern  classification  committee,  entering 
into  the  subject  with  especial  fullnees.  There  are  three  general  classifications  in  the 
country — the  Eastern  or  Official  classification,  the  Southern,  and  the  Western.  Each 
is  adopted  by  a  clawiflcation  committee,  consisting  of  representatives  of  each  impor- 
tant railroad  company.  In  earlier  days  each  railroad  made  its  own  classification  of 
fr^ht.  Later  on  various  trafiSc  associations  made  classificationa,  and  only  more 
recently  were  the  present  wide-reaching  systems  adopted.  The  Southern  classifica- 
tion committee  had  its  origin  only  in  1890.  By  tbe  system  of  freight  classification 
comnioditiee  are  grouped  into  from  five  to  nine  classes,  and  the  rates  made  by  each 
railroad  for  articles  in  one  claw  are  the  same.  In  determining  the  class  an  article 
shall  take,  consideration  is  given  as  to  its  value  and  ability  to  pay  the  rate,  and,  though 
apparently  to  a  lea  decree,  as  to  weight,  bulk,  and  cost  of  transftortation.  In  addi- 
tion to  the  regular  classes,  there  are  many  heavy  commodities,  such  as  usually  move 
in  carload  lots,  which  are  pven  special  rates,  known  as  commodity  rates.  The  rail- 
roads hold  that  these  articles  can  not  afford  to  pay  the  regular  class  rates  even  of  the 
lowest  class.    Each  railroad  determines  largely  its  own  commodity  rates,  the  diSer- 
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encea  in  the  character  ot  goods  traneported  by  different  railwaya  making  it  desireble, 
so  it  ia  stated,  that  these  commodity  rates  should  vary  on  the  different  lines.  Mr. 
McGiovern  declares  that  commodity  rates  can  not  be  considered  personal  dittcrimina- 
tione  since  all  sbippere  on  a  given  railroad  receive  the  same  rates.  Nor  are  they  an 
injustice  as  between  different  claases  of  shippers.  Just  as  the  prices  of  some  classes  of 
commodities  must  be  relatively  loner  than  thoee  of  other  cloHaea  in  order  to  meet 
competition,  so,  says  this  witness,  the  railroads  must  put  down  the  rates  on  certwn 
important  commodities  in  order  that  they  may  handle  them  at  all.  Even  these 
reduced  ratee  make  a  profit  to  the  railroad  companies.* 

It  is  admitted  by  representatives  of  the  railroad  companies  that  the  power  to  put  a 
commodity  in  a  given  class  is  part  of  the  power  to  make  rates,  even  although  the 
rates  upon  a  given  class  may  be  fixed  at  different  figures  by  the  various  railroads. 
Reference  has  already  been  made  to  tbe  complaints  of  shippers  regarding  the 
advance  in  freight  rates  in  1900  by  means  of  clasBification  changea. 

Two  or  three  witneeeea  repreaentii^  ahippera  favor  the  establiahment  of  a  uniform 
national  classification  of  freight,  subject  to  some  modifications  in  detail,  on  the 
different  railways,  by  means  of  commodity  ratea.  They  assert  that  the  present 
threefold  system  of  freight  classification  is  very  confusing  to  shippers,  especially 
where  goods  paaa  from  the  territory  of  one  clasaification  to  that  of  another.  They 
hold  also  that  the  inequality  between  rat«e  in  different  sections,  resulting  from  the 
placing  of  commodities  in  different  classes,  is  in  rnsny  instances  an  injustice.  It  is 
suggested  that  an  association  composed  of  businesa  men  and  railroad  men,  under  the 
general  supervision  of  the  Interalate  Commerce  Commission,  should  be  formed  to 
establish  such  a  uniform  claaraflcation.' 

Repreaent&tives  of  railroad  companies  in  some  instances  think  that  greater  uniform- 
ity of  classification  would  be  desirable,  but  all  who  testified  before  the  commission 
hold  that  the  establishment  of  a  single  national  classification  is  impracticable.  In 
some  sections  of  the  country  there  may  be  a  very  large  traffic  in  a  commodity  which 
in  other  sections  is  of  much  tesss  importance  to  the  transportation  lines.  Under  auch 
circomstsjices,  it  is  asserted,  a.  difference  in  the  classification  ia  imperative.  It  is 
argued,  especially,  that  if  a  uniform  clarification  should  be  attempted  the  number 
of  special  commodity  rat«s  made  by  the  separate  railroad  companies  would  necea- 
sarily  be  greatly  increased,  so  that  there  would  really  be  no  simplification  as  com- 
pared with  present  methods.  Theee  witneaiee  state  ttiBt  there  has  been  a  ateody 
movement  toward  harmony  between  the  railroads  in  mattera  of  classification  antl 
that  as  the  country  develops  there  may  he  further  movement  in  the  same  direction; 
but  they  believe  that  any  compulsory  introduction  of  uniform  classification  would 
he  entirely  inadvisable.  It  is  also  suggested  that  the  matter  ia  of  less  importance 
than  is  often  supposed,  because  each  rulroad  company  con  make  its  own  rates,  what- 
ever tbe  classification  may  be,' 

The  auggestion  that  the  Interstate  Commerce  Commieaion  should  itself  fix  the 
clasuficatian  of  freight  is  especially  opposed  by  railroad  witnesaea  on  the  ground  that 
the  commieeion  is  incompetent  to  handle  such  a  difficult  and  complex  undertaking.* 

Erpori  and  import  raU*. — Several  witnesses  allude  to  the  practice  of  the  railroad 
companies  in  making  lower  rates  on  goods  destined  to  foreign  countries  by  ocean 
routes,  and  on  gooda  brought  from  foreign  countriea  to  Interior  points,  than  are  made 
on  the  same  class  of  goods  for  the  some  haul  when  tbey  come  from  or  are  destined 
to  domestic  pointe.  The  Supreme  Court  of  the  United  States  has  upheld  the  making 
of  low  import  rates  undercertain  conditiona  on  the  ground  o(  the  necessity  of  meeting 
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the  competition  of  water  tranaportadon  direct  from  foreign  cotmtries.  Witneesee  r^ 
reaenting  the  Tsilroad  companiee  defend  the  practice  chiefly  on  this  ground.  They  also 
justify  low  export  rat«8  on  the  ground  that  thereby  the  markets  for  American  prodacta 
are  extended.  It  is  asserted  that  uniew  special  export  rates  for  American  grain  were 
made,  it  could  not  be  sold  in  Europe  in  competition  with  grain  from  India,  Argen- 
tina, and  other  sources.  While  the  railroad  companies  could  not  afford  to  hanl  alt 
oFthetrafBc  at  the  same  rates  which  are  sometimes  made  for  export  and  import, 
commodities  it  is  aeeerted  that  these  low  rates  do  not  involve  an  absolute  loss.  The 
amount  of  traffic  of  a  railroad  can  be  increased  without  increasing  the  fixed  charges, 
and  even  a  considerable  part  of  the  ordinary  operating  expenses  do  not  vary  much 
with  the  amount  of  traffic  handled.  It  the  railroad  companies  can  cover  by  their 
rates  the  actual  additional  cost  of  operation  neceesitated  by  hauling  these  goods,  with 
a  moderate  profit,  it  is  to  their  advantagetotAkethetraiHc,  and  ultimately  the  result 
may  even  be  a  reduction  of  the  domestic  rates.  It  is  also  asserted  that,  ordinarily  no 
dty  or  community  is  injured  by  the  divereion  of  traffic  from  it  through  export  and 
import  rates,  since  the  traffic  would  not  be  hauled  at  all  nnless  such  low  rates  were 
made.  Reference  should  be  made  to  the  preceding  volnme  on  transportation  for  a 
discussion  from  the  standpoint  of  the  shippers  of  flour  as  to  the  effect  of  export  grdn 
rates  on  their  business.' 

Carload  Toiee. — It  appears  from  the  testimony  of  several  witnesses  that  it  is  a  com- 
mon practice  on  the  part  of  the  railroad  companies  to  make  lower  rates  on  goods 
carried  in  carload  lots  than  those  shipped  in  smaller  quantities,  the  difference  in 
some  instances  being  greater  than  the  mere  difference  in  the  coet  of  handling  would 
justify.  The  merchants  of  New  York'  complain  of  the  discrimination  between  cai^ 
loads  and  part  carload  rates,  especially  in  the  Southern  territory.  The  representa- 
tiveof  the  New  York  Merchants'  Association 'asserts  that  the  changes  in  the  Southern 
classification  in  1900  increased  the  number  of  carload  ratings,  and  increased  the  dif- 
ference between  them  and  part  carload  rates.  He  holds  that  this  makes  it  in  many 
cases  almost  impossible  for  Northern  merchants  and  manufacturers  to  ship  directly 
in  moderate  quantities  to  retail  dealers  in  the  South,  and  gives  an  unfair  advantage 
to  the  jobbere  in  the  Southern  trade  centers,  who  can  bring  in  goods  at  the  low  car- 
load ratc«  and  distribute  them  to  the  smaller  towns  in  leas  quantities. 

In  reply  to  this  it  is  stated  by  the  representative  of  the  Southern  classification 
committee*  that  the  Southern  classification  makes  fewer  carload  ratings  than  the 
official  and  Western  classifications,  and  that  the  Southern  railroads  have  not  espe- 
cially attempted  to  build  up  the  interior  points  by  carload  differentials  to  the  disad- 
vantage of  Northern  cities. 

The  fact  that  the  interests  of  the  shippers  and  merchants  in  different  sections  of 
the  country  as  to  railroad  rates  often  differ  greatly  is  evidenced  by  the  attitude  of  the 
Pacific  coast  jobbers,  which  is  precisely  the  opposite  of  that  of  the  New  York  mer- 
chants, in  that  the  Western  merchants  indst  that  they  should  be  allowed  sufficient 
carload  differentials  to  permit  them  to  control  to  a  considerable  extent  the  jobbing 
trade  of  the  Pacific  coast.    This  matter  is  alluded  to  in  another  connection.' 

SubtidiaTy  frright  and  (ro^  orgamzaiiont — Private  can. — It  appeara  from  the  t«iti- 
oiony  of  several  witnesses  that  the  system  of  fast  fr^ht  tines  is  becoming  a  lew 
intportant  feature  of  the  transportation  business  than  it  was  formerly.  In  many 
instances  in  the  earlier  days  cara  were  owned  by  separate  corporations,  which  oper- 
ated over  several  railway  systems  and  which  aimed  especially  to  facilitate  through 
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shipments.  At  preeeot  it  iB  stated  that  moet  of  the  so-called  taat  freight  Unee  are 
merely  cooperative  arrangementa  between  the  milroad  companies  for  the  purpose  of 
conveniently  handling  through  frdght  and  of  eefabliahing  trade  names  in  the  solicit- 
ing of  bunneee.' 

On  the  other  hand,  it  ia  stated*  that  private  ehippera  in  very  many  instmioes  own 
care,  especially  thoee  of  a  peculiar  character,  such  as  refrigeratar  cars,  for  handling 
Jheirown  goods,  while  in  other  instances  there  are  important  corporations  whose  sole 
boEiioen  is  the  operation  of  such  special  classes  of  cars.  The  railroad  companies  pay 
rental  for  the  use  of  these  private  cars.  The  shippers  of  California  fruit,  in  particu- 
lar, are  disposed  to  compltun  of  the  high  charges  made  by  refrigerator  companies 
and  to  favor  the  operation  of  refrigerator  cars  by  the  railroad  companies  directly. 
Mr.  Stubbs,  of  the  Southern  Pacific  Company,  however,  doubts  whether  this  change 
would  prove  as  advantageous,  either  to  ahippere  or  to  the  railroad  companies.* 

SaUvKty  dearing  kmua. — Hr.  Nicholson,  manager  of  the  Central  Railway  clearing 
house,  Buffalo,  describes  in  connderable  detail  the  methods  of  acconnting  by  that 
orgaitization,  which  has  ctiarge  of  the  division  of  revenue  as  r^ards  through  freight 
on  practically  all  lines  passing  through  Buffalo  and  Niagara  Falls.  The  system 
secures  great  economy  and  accuracy  in  the  aiijustment  of  balances  between  the  dif- 
(ermit  railroad  companies,  and  also  facilitates  the  keeping  of  revenue  and  operation 
accounts  by  the  separate  railway  systems.  For  a  further  description  of  the  methods 
employed  reference  should  be  made  to  the  d^^  or  the  original  testimony.* 

DISCRIMINATIONS  IN  RESPECT  TO  PERSONS. 

Professor  Ripley,  Professor  Parsons,  Mr.  Wilson,  of  the  Cincinnati  Board  of  Trade, 
and  two  or  three  other  witnesnee'  assert  that  the  practice  of  granting  personal  dis- 
criminations of  various  kinds  in  favor  of  certain  shippers  still  exists  iu  many  cases, 
although  they  admit  that  the  evil  is  less  serious  than  formerly.  Professor  Parsons 
considers  the  practice  of  granting  discriminations  as  a  strong  argument  in  favor  of 
Government  ownership,  and  asserts  that  it  does  not  exist  in  countries  where  the 
government  operates  the  railroads.  This  witness  alludes  especially  to  the  recent 
investigation  by  the  Massachusetts  railroad  commission  regarding  discriminations  on 
the  roads  in  that  State,  particularly  in  local  tralBc  not  subject  to  the  interstate- 
commerce  law.  He  asserts  that  it  was  shown  that  secret  rebates  and  reductions  in 
rates  ranging  from  10  to  73  per  cent  had  been  made,  and  that  the  practice  was  almost 
universal.  Alluaon  is  also  made  to  the  evidence  as  to  discriminations  in  favor  of 
the  Standard  Oil  Company  by  underbilling  of  cars,  by  diing  rates  from  points  where 
that  company  has  refineries  lower  than  those  from  the  refineries  of  independent 
competitors  at  other  points,  and  in  other  ways. 

Professor  Ripley  declares  that  rates  on  through  shipments  from  New  England  to 
the  West  were  being  cut  very  heavily  during  1900  and  1901,  in  part  because  of  the 
tendency  toward  the  accumulation  of  empty  cars  at  the  seaboard.  Mr.  Wilson 
asserts  ttiat  railway  discriminations  are  much  more  common  than  the  public  believes. 
A  representative  of  the  San  Francisco  Chamber  of  Commerce  says  that  the  transcon- 
tinental railroads  formerly  cut  rates  secretly,  in  order  that  they  might  thus  over- 
come the  differential  of  10  per  cent  which  the  Canadian  Pacific  had  forced  the  rail- 
roads to  allow.  He  says  that  the  San  Francisco  merchants  agreed  not  to  ship  over 
the  Canadian  Pacific  and  that  rate  cutting  then  ceased.  An  officer  of  the  Southern 
Pacific  Company  thinks  that  the  railroads  east  of  the  Missouri  River  may  have  cut 
rates  in  some  cases  on  account  of  this  differential. 
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Several  witneeaea  aeeert  that  discrimination  by  railroads  ia  the  greateet  of  all  poaai- 
ble  evila  to  ahippera,  and  that  it  makes  lesa  difterence  whether  the  rates  are  high  or 
low  than  it  does  whether  they  are  uniform  or  otherwiae.  The  enormona  power  of 
railroads  over  the  prosperity  of  individual  buaineeeee  ie  emphaaized.  It  ia  also 
declared  that  discriiainations  are  nearly  alwaya  in  favor  of  large  shippers,  of  the 
etrong'against  the  weak,  and  that  trusts  aod  combinations  have  been  especially 
fostered  by  them. 

The  methodsofdiacriniination  are  referred  to  by  some  of  the  witnessee  above  named 
and  also  by  two  or  three  representatives  of  railroads.  It  ia  atated  that  secret  rebatea 
are  still  made,  sometimes  by  methoda  which  it  ia  impoeaible  to  detect  Sometimes 
the  discrimination  is  by  an  underclaauficatjon  of  freight  or  by  underbiUing.  In 
certain  icatances  shippers  deceive  the  railroads  regarding  the  classiGcation  of  goods, 
and  railway  officers  assert  that  it  is  very  difficult  to  prevent  this  practice,  although 
inspectors  are  maintained  for  that  purpose.  Mr.  McGovem,  a  representative  of  the 
railroads,  holds  that  railroads  seldom  connive  in  underclasaification  or  underbilling 
tyl  goods.  It  is  also  aaaerted  that  railroads  sometimea  agree  to  pay  cartage  in  order 
ta  secure  trafBc  of  particular  ahippera.' 

Mr.  Langley  aaserts  that  the  recent  advant^s  made  in  the  various  railroad  claasifl- 
cationa  do  not  apply,  in  general,  to  articles  made  by  great  combinations,  but  affect 
thoee  produced  especially  by  smaller  establishments.' 

Several  railway  officers  and  otheis  maintain  that  the  granting  of  discriminations  has 
been  very  greatly  reduced,  especially  within  tfaepast  year  or  two,  when  the  prosperity 
of  the  railroada,  aa  well  as  the  agreementeand  community  of  interest  which  have  been 
established  between  them,  have  tended  to  minimiie  the  practice.  These  officers 
in  several  cases  admit  by  contrast  with  prteent  conditions  that  discriminations  have 
hith«rto  often  esiated,  even  in  the  face  of  the  interstate-commerce  law.  The  fact 
that  a  number  of  railroad  men  urge  the  advantages  of  the  coiiaolidation  of  railroads, 
community  of  interest,  and  pooling,  especially  on  the  ground  that  such  eatablish- 
raent  of  harmony  will  do  away  with  the  secret  d  i  si:  ri  mi  nations  which  result  from 
excessive  competition  for  traffic,  is  also,  of  course,  an  admission  of  the  existence  of 
the  practice.  A  reprceeutative  of  the  Pittsburg  Chamber  of  Commerce  declares, 
however,  that  that  body  abandoned  its  tranaporCation  board,  which  had  aimed 
especially  to  prevent  discrimination,  because  there  were  no  complaints.* 

DISCRIMINATION  BETWEEN  PLACES— LONG  AND  SHORT  HAUL  RATES. 

GenfTolly. — Profeaaor  Ripley,  Profeaaor  Parsons,  Mr.  Wilson,  of  the  Cincinnati 
Board  of  Trade,  and  one  or  two  other  witnesses,  criticise  the  practice  of  the  railroads 
in  making  discriminations  between  places,  and  particularly  in  making  unduly  low 
rates  for  larger  towns  where  competition  between  carriere  is  active,  while  majntain- 
ii^  excessively  high  rates  lor  intermediate  placets  which  are  not  subject  t  j  competi- 
tion.' It  isdeclared  by  the  witnesses  above  named,  and  incidentally  by  some  others, 
that  the  railroads  very  generally  make  the  rates  to  competitive  points  much  lower 
than  thoee  to  intermediate  points.  The  interstate-commerce  act  prohibits  railroads 
from  charpng  more  tor  a  shorter  haul  over  the  same  track  than  is  charged  for  a 
longer  haul,  unless  the  circumstances  be  dissimilar.  Water  competition  has  been 
held  by  the  conrta  to  constitute  a  difference  in  conditions  justifying  a  lower  rat«  for 
the  longer  haul.  It  is  atated  by  several  witnesses  that  the  railroads  in  many  cases, 
more  porticnlarly  in  the  South,  make  these  lower  rates  for  the  longer  haul  to  points 
where  there  is  no  water  competition,  but  only  where  there  is  competition  between 
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difiereDt  nulroada.  It  19  aaserted  further  that  the  railroadH  thus  poseeee  n: 
power  over  the  prosperity  of  com  muni  ties,  and  especially  that  tbey  attempt  con- 
staatly  to  build  up  the  larger  towns  at  the  expense  of  the  smaller  ones.  The  undue 
aggregation  of  people  in  the  citjee  is  cooaidered  by  Bome  of  tliese  witneeeefl  aa  as  evil 
in  itself.  One  witness  argues  that  under  GovemmeDt  ownership  of  railroads  the 
motive  to  make  such  discriminations  between  places  disappeara.  Others,  in  alluding 
not  only  to  the  discriminations  in  tavorof  lai^r  towns,  but  to  those  between  certun 
cities  and  Becdons  themselves,  declare  that  the  railroads  assume  an  unjustifiable 
degree  of  paternalism,  and  that  they  ought  not  to  deprive  cities  and  sections  of  their 
natural  advantages  of  location  and  resources  by  mating  rates  which  put  other  less 
favorably  situated  places  on  an  equality.' 

Southern  boMnff-ptrinl  •y«[fni.— Mr.  Wilson  in  particular  discusses  the  long  and 
short  haul  discriminations  in  the  Southern  States,  The  railroads,  he  asserts,  have 
adopted  almost  universally  what  is  known  as  the  basing-point  system,  giving  lower 
rates  to  certain  competitive  centers  than  to  smaller  noncompetitive  points,  even  those 
nearer  the  point  of  ori^n  of  the  trafhc.  In  theory  these  basing  points  have  been 
established  by  water  competition,  but  in  practice  unduly  favorable  rates  are  given  to 
many  towns  where  there  is  no  water  competition,  greatly  to  the  detriment  of  the 
smaller  places.  Mr.  McGovem,  of  the  Sotithem  classification  committee;  Mr.  Mark- 
bam,  of  the  Illinois  Central  Railroad,  and  two  or  three  other  railway  officers*  admit 
,  the  existence  of  this  practice  in  the  South,  and  admit  that  basing-point  rates  have 
been  extended  to  places  where  there  is  no  water  competition.  They  assert  that  rail- 
roads reaching  towns  not  subject  to  water  competition  have  insisted  on  the  r^;ht  to 
establish  rat«8  which  will  enable  those  towns  to  do  business  with  others  having  water 
competition.  As  railroads  have  bi^n  constructed  and  towns  have  grown  up,  these 
favorable  rates  have  been  extended  from  one  to  another  with  a  view  to  creating  job- 
bing centera  from  which  the  surrounding  territory  may  be  supplied.  Mr.  McGovem 
insists  that  it  would  not  be  just  to  require  the  railroads  to  grant  as  low  rates  to  smaller 
places  as  they  are  forced  to  make  to  these  competitive  points.  Mr.  Markham  pre- 
sents the  same  argument,  but  laj's  a  special  stress  on  the  influence  of  coastwise  and 
river  transportation  in  the  forcing  of  the  ef^tablishment  of  low  rates  to  trade  centers. 
He  says  that  although  in  some  instances  no  boats  are  operated  on  rivers  reaching 
these  centers,  the  mere  possibility  of  establishing  such  means  of  transportation  forces 
the  railroads  to  make  low  rates.  This  witness  especially  maintuns  that  the  interme- 
diate communities  are  not  harmed  by  the  granting  of  low  rates  to  competitive  points. 
The  railroad  could  not  get  the  through  traffic  atall  unless  it  made  such  rates,  so  that 
it  can  not  be  said  that  the  traffic  is  diverted  from  the  small  towns.  The  through 
business  may  not  contrihule  to  the  fixed  charges  of  the  railroad,  or  may  contribute 
proportionally  less  than  the  local  business,  but  it  does  leave  a  profit  after  payii^  the 
added  expense  of  transportation  which  it  actually  causes,  and  by  means  of  this  profit 
the  nulroads  are  even  enableil  to  reduce  rates  to  the  intermediate  points  below  what 
they  would  otherwise  have  to  be. 

AlUged  dii^minalion  agaii^  Middle  Wetl  in  ralet  to  Soulhem  Stalfs. — Mr.  Wilson, 
a  representative  of  the  Cincinnati  Board  of  Trade,  asserts  that  the  railroads  leading 
from  the  North  to  the  Southern  States  have  discriminated  against  Cincinnati,  Chi- 
cago, and  other  Middle  Wcatern  cities  in  making  rates.  He  says  that  formeriy  Cin- 
cinnati did  a  very  large  business  in  the  distribution  of  goods  through  the  South,  but 
that  when  more  railroads  were  built  competition  became  active  until  an  agreement 
was  reached  in  1879  between  the  railroads  from  the  Eastern  cities  and  those  from  the 
Weatem  cities  as  regards  the  Southern  traffic.  By  this  agreement  the  Eastern  roads 
were  to  maintain  low  rates  on  manufactured  articles  which  would  favor  the  cities  of 
the  Eastern  seaboard,  while  the  roads  leading  South  from  the  Ohio  River  were  to  be 
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given  control  of  the  traffic  in  grain,  packing-liouee  products,  and  Bimllar  articles. 
8inc«  1879  intmuftM^uring  business  has  moved  westward,  and  theee  Weetem  cities 
now  demand — but,  according  to  Mr.  WiIbod,  demand  in  vain — conceesionB  in  rates 
which  will  enable  them  to  compete  fairly  with  the  EaBt«m  cities  in  the  Bouthem 
niBrkets.  The  witness  gives  numerone  inetances  of  the  wide  difierence  of  mt£fl  from 
the  Eastern  and  Weetem  cities  to  the  South.  Thus,  while  the  distance  from  Cin- 
lannati  to  Atlanta  ie  only  64  per  cent  of  the  distance  from-  New  York  to  Atlanta,  the 
rates  From  Cincinnati  to  Atlanta  are  04  per  cent  of  the  New  York  rates,  and  still 
greater  differences  exist  to  some  other  points,  A  snit  brought  by  the  Western  ship- 
pers before  the  Interstate  Commerce  Commissian,  with  a  view  to  secariag  more 
favorable  rates,  is  still  pending  before  the  Supreme  Court  of  the  United  States.  Mr. 
Wilson  says  further  that  there  is  some  conflict  between  the  interests  of  some  of  the 
Western  cities,  Chicago  and  Cincinnati  especially  acting  together,  while  Louisville 
and  St.  Louis  seem  indifferent  to  this  movement.  The  witness  also  holds  that  St. 
Louis  has  been  favored  in  rates  on  agricultural  products  to  the  South,  ag  compared 
with  Cincinnati.  It  is  the  hope  of  Cincinnati  people  that  the  lease  of  the  Cincinnati 
Southern  Railroad,  a  road  which  was  built  by  the  city  of  Cincinmiti  to  facilitate  its 
Southern  trade,  to  the  Cincinnati,  New  Orleans  and  Texas  Pacific  Soilroad,  which 
bcontrolled  by  the  Sonthem  Railway,  will  do  away  with  the  motive  on  the  part  of 
the  Bouthem  K^l  way  to  discriminate  in  favor  of  the  Eastern  points  which  it  reaches.' 

To  these  complaints  regarding  discrimi nations  against  Cincinnati  it  is  replied  by 
Mr.  Guillaudeu,  of  the  Old  Dominion  Steamship  Company,  that  the  volume  of  trade 
from  theee  Western  cities  to  the  South  is  rapidly  increasing,  and  that  the  Eastern 
railroads  feel  that  the  rates  made  by  the  Weetem  lines  are  even  more  favontblethao 
those  from  the  Eastern  cities.  It  is  also  held  that  the  mmpetition  of  coastwise 
steamship  lines  largely  determines  the  rates  made  by  the  Eastern  railroads.' 

Alleged  dincriminatumt  agairut  Pacific  eoatt  dtiet. — In  the  spring  of  1901  a  case  wag 
being  heard  before  the  Interstate  Commerce  Commission,  involving  the  freight  rates 
from  interior  rities  to  the  Pacific  coast.  The  jobbera  of  St.  Louis,  Chicsgo,  and 
other  Middle  West  cities  were  undertaking  to  secure  an  order  from  the  commission 
directing  that  the  rates  from  those  cities  to  the  Pacific  coast  should  be  lower  than 
those  from  New  York  and  the  Atlantic  seaboard,  on  the  ground  that  the  distance  is 
shorter.  They  also  demanded  that  the  consiilerable  differentials,  which  had  been 
made  by  all  of  the  transcontinental  railroads  except  the  Northern  Pacific  and  Great 
Northern,  in  favor  of  carload  lots  as  against  smaller  shipments,  should  be  reduced  in 
order  that  the  Middle  West  jobbers  might  more  readily  ship  goods  directly  to  retailers 
on  the  Pacific  coast  A  third  detnand  was  that  the  rates  on  cert^n  similar  classes 
of  articles,  which  have  hitherto  been  different,  should  be  mode  the  same  in  order 
tiiat  several  clanes  might  be  shipped  in  a  single  package  at  a,  rate  lower  than  that 
previously  charged  on  the  highest  rated  article  in  the  package,  a  change  which 
would  also  facilitate  small  direct  shipments  to  coast  towns.  Theee  demands  were 
opposed  by  the  Son  Francisco  merchants,  particularly  by  the  Pacific  Coast  Jobbers' 
Aawciation,  and  also  by  several  of  the  transcontinental  railroads. 

Mr.  Wheeler,  representing  the  Pacific  coast  jobbers,  and  Mr.  Stubbs,  representing 
the  Southern  Pacific  Company,  were  heard  before  the  Industrial  Commission,  but  no 
t  -alimony  of  the  representatives  of  the  other  side  of  the  ease  was  taken.  Mr.  I^ngley, 
of  the  New  York  M^H^honts'  Association,  testifies  briefiy  on  the  same  subject,  agree- 
ing in  the  podtion  taken  by  the  two  other  witnesses.  Mr.  Wheeler  and  Mr.  8tubbe 
maintain  that,  although  the  distance  from  the  Middle  Weetem  cities  to  the  Pacific 
coast  is  considerably  less  than  the  distance  from  the  Atlantic  seaboard,  the  low  cost 
of  water  transportation  iostifies  a  low  rail  rate  from  seaboard  to  seaboard  to  meet 
water  competition.  It  is  held  that  the  rates  from  the  Middle  Western  cities  to  the 
Pacific  coast  otight  to  be  even  higher  than  those  from  the  seaboard.    At  present 
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they  are  usoally  the  same.  To  make  the  intermediate  rates  lower  than  those  from 
the  Atlantic  seaboard  would  be  to  deprive  New  York  and  San  FranclBco  alike  of 
their  natural  advantages  of  location  growing  out  of  the  cheapneae  of  water  transpor- 
tation. Them  witneesee  further  assert  that  the  practice  of  makmg  differential  mtflB 
in  favor  of  carload  shipments  to  jobbii^  centers  is  common  throughout  the  country, 
and  that  it  is  eminently  desirable  that  the  jobbing  centers  of  each  section  should  in 
thie  way  be  giv^i  the  advantage  oE  their  natural  location. 

Both  of  these  witnesses  maJntaia  that  there  is  stronger  competitjon  on  the  part  of 
the  aea  carriera  at  San  Francisco  now  than  there  has  been  for  some  time  before.  They 
allude  especially  to  the  establishment  of  the  American-Hawaiian  Steamship  Line, 
which  makes  regular  voyages  by  way  of  the  Straits  of  Magellan,  and  carries  freight 
at  very  low  rates,  and  with  promptness  and  regularity. 

These  witneaeea  further  argue  that  the  ordinary  int«rpretal4ou  of  the  long  and 
short  haul  clause  of  the  interatate  commerce  act  by  the  Interstate  Commerce  Com- 
mission and  other  authorities,  as  well  as  by  shippers  generally,  has  been  such  as  to 
jnetify  the  making  of  lower  rates  for  longer  distances  where  water  competition 
exists.  The  rates  from  New  York  to  San  Francisco  by  rail  are  lower  than  those  to 
interior  points  in  California  and  adjacent  States,  the  local  rale  back  from  San  Fran- 
cisco to  interior  towns  being  added  to  the  through  rate.  It  is  maintained  that  the 
same  principle  should  apply  both  ways,  and  that  interior  cities  in  the  East  should 
pay  as  high  or  higher  rates  to  the  Pacific  coast  than  thosefrom  the  Atlantic  seaboard.* 

Alleged  discriminaivm  againgl  Denver. — Mr.  Griffith,  a  representative  of  the  Denver 
Chamber  of  Commerce,  alludes  to  the  case  of  Kindel  v.  The  Atchison,  Topeka  and 
Santa  Fe  Rulroad,  which  is  also  discussed  more  fully  in  the  first  report  of  this  com- 
mission on  transportation.'  This  witness  states  that  the  decision  of  the  Interstate 
Commerce  Commission  in  that  case  was  that  the  railroads  might  not  charge  more  from 
Denver  to  the  Pacific  coast  than  from  the  Missouri  River  and  more  eastern  points, 
and  it  was  believed  at  the  time  of  liia  testimony  (May,  1901)  that  the  changed  rates 
would  very  soon  be  put  in  force  by  the  railroad  companies.  Mr.  Stubbe,  of  the 
Southern  Padfic  Company,  says  that  the  railroads  had  had  no  desire  to  make  the 
rates  from  Denver  so  high,  but  that  the  Interstate  Commerce  Commission  would  not 
recognize  railroad  competition  as  a  justification  for  making  the  rale  for  the  longer 
distance  less  than  that  for  the  shorter  distance,  while  the  railroads  were  not  willing 
to  admit  that  Denver  was  affected  by  sea  competition  from  the  Eastern  seaboard 
to  the  Pacific  coast,  and  was  therefore  entitled  to  a  lower  rate  than  other  mountain 
points.  To  reduce  the  rates  from  Denver,  without  the  justification  of  sea  competi- 
tion, would  have  meant  a  reduction  of  rates  from  other  points  in  the  West  also.* 

The  representative  of  the  Denver  Chamber  of  Commerce  states  also  that  manufac- 
turers in  Colorado  complain  that  the  rates  on  raw  materials  from  the  East  are  unduly 
high  as  compared  with  those  on  manufactured  products,  so  that  they  are  placed  at  a 
disadvantage.  The  most  vigorous  compltunt,  however,  comes  from  the  Denver  job- 
bers. This  witness  presents  figures  showing  that  the  rates  from  Denver  to  common 
points  in  Montana,  Utah,  and  other  neighboring  States  are  nearly  as  high  as  the 
rates  from  Missouri  River  points  to  those  States,  while  the  rate  from  Missouri  River 
points  to  Denver  is  also  nearly  as  high  as  the  rate  from  Missouri  River  to  tliese  more 
distant  common  points,  Denver  jobbere  are  therefore  at  a  great  disadvantage,  since 
the  rate  from  the  East  U>  Denver,  plus  the  rate  from  Denver  to-these  common  points, 
is  very  mnch  higher  than  tlic  direct  rate  from  the  cities  on  the  Missouri  River  and 
farther  east.  This  witness  thinks  that  a  new  base  line  for  making  of  rates  should  be 
established  for  Denver  and  cities  parallel  with  it,  so  that  they  should  have  a  lair 
opportunity  for  becoming  distributing  centers.* 
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MiiKdlaneoug  di»mminaivmt  between  pl(ic«*.'— Several  witneseee  &lsadiacnn  other 
alleged  discrimiiuitionB  between  particnlar  places.  Seference  should  be  made  to 
the  digest,  pages  cvii-cxx,  for  a  fuller  summary  of  this  testimoDy.  The  principal 
alleged  diBcriminations  wbicb  are  discuned  are  thoeein  favor  of  Savannah  as  agamst 
AUanto,  in  fkvor  of  Birmingham  ea  against  Atlanta,  and  in  ^vor  of  Norfolk  on 
throogh  traffic  over  the  Southern  Railway  through  Aeheville  aa  against  Charieeton 
<Mi  traffic  throngh  the  same  city.  Reference  ie  also  made  to  the  diSerentials  estab- 
lished by  the  trunk  lines  as  between  the  Eastern  seaboard  ddee.  This  subject  is, 
however,  more  fully  discoased  in  the  previous  report  of  the  Industrial  Commiaraon 
on  transportatioD.'  The  commifsioner  of  the  Memphis  freight  bureau  thinks  that 
the  Sonthem  railroads  make  an  unjust  diBcrimination  against  the  cotton  mills  in 
North  and  South  Carolina  and  in  favor  of  those  in  Maesachusetts  and  the  North. 
The  freight  rate  on  cotton  from  Memphis  to  cotton  mills  in  New  England  was  slated 
to  be  based  on  a  rate  of  55}  cents  to  Boston,  while  the  rate  to  Carolina  mill  points 
was  stated  at  60  cents.  The  rates  from  Memphis  to  Liverpool  are  sometimes  tower 
than  those  to  Carolina  points.  This  witneee  does  not  believe  that  the  railroads 
should  be  forced  to  redace  their  rates  to  the  Southern  mills  unduly,  but  thinks  that 
there  ahonid  he  some  change.*  Mr.  Markbam,  of  the  lUinoie  Central  Railroad, 
says  that  the  rates  made  by  the  railroad  companies  on  cotton  from  Southern  centers 
to  the  seaports  for  export  shipment  are  practically  determined  by  the  ocean  ratea, 
the  port  which  secures  the  lowest  ocean  rate  to  Liverpool  fixing  the  rail  rate  to  all 
the  ports.* 

GOVERNMENT  REGULATION  OF  RAILROADS. 

PenaerM  of  Ititerttate  Commerce  Commitmm. — Several  witnesses,  espedally  represent- 
ing shippers,  but  including  two  or  three  railroad  ofQcers,  the  railroad  editor  of  the 
Wall  Street  Jonnial,  and  one  or  two  others,  think  that  the  Interstate  Commerce  Com- 
mission has  comparatively  little  power  at  present  to  regulate  railroad  rates.  They 
are  inclined  to  hold  that  the  commission  has  exercised  a  somewhat  beneficial 
influence  through  public  opinion  and  the  publicity  which  it  has  given  to  railroad 
qneetions.  Two  or  three  railroad  officers  especially  declare  that  the  commiidon  has 
accomplished  all  that  Congress  expected  it  to  accomplish,  or  that  it  is  wise  for  the 
country  that  it  shonld  accomplish.  Several  other  witnesses,  however,  believe  that 
the  powers  of  the  commission  should  be  increased  in  varioos  directions,  and  assert 
that  it  is  now  not  able  to  correct  numerous  abuses  which  exist,  especially  discrimi- 
nations in  rates  as  between  different  localities.  Mr.  Jaekson  sees  no  reason  why  the 
Interstate  Commerce  Commission  should  not  have  all  the  powers  which  the  Massft- 
chusetis  Railroad  Commission  possesses  as  regards  State  rulroads.' 

The  more  general  thought  of  shippers  and  disinterested  witnesses  is  that,  while  the 
commission  should  not  be  permitted  to  prescribe  all  rates  in  the  first  instance,  be- 
caoee  of  the  complexity  of  the  problem  involved,  it  should  have  the  power  to  revise 
rates,  either  directly  when  tariffs  ate  submitted  by  the  railroads,  or  on  complaint, 
and  to  put  its  dedsions  into  immediate  effect,  pending  an  appeal  to  the  courts.  The 
long  delays  resulting  from  the  present  system  of  appeals  to  the  courts  are  held  to 
work  great  hardship  and  injustice  to  shippers,  who  are  compelled  to  continue  for 
moRths  or  years  paying  the  rates  agmnst  which  complaint  is  made.  These  witnesses 
believe  that  the  burden  of  appeal  should  rest  upon  the  railroads  rather  than  upon 
shippers.* 
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Several  repreeentativee  of  rHJlrood  companies,  together  with  one  or  two  other  wlt^ 
neeeee,  vigorously  oppose  the  idea,  proposed  in  some  quarters,  of  giving  the  Interstate 
Commerce  Commission  power  to  fix  rates  generally,  asserting  that  the  commiadon 
has  not  the  necessary  expert  knowledge,  especially  in  view  of  the  wide  difference  in 
conditions  and  localities.  They  hold  that  the  railroads  have  many  most  difficult 
elements  to  consider,  but  that  it  is  to  their  own  interest  to  make  reasonable  rates  and 
to  build  up  the  country  which  they  reach.  It  is  assert«d  also  that  to  give  the  com- 
misrion  general  power  of  revision  amounts  to  ^ving  power  to  fix  all  rates.  These 
witnesses,  moreover,  oppose  the  si^geetion  that  the  dedmons  of  the  commission 
ehonid  he  enforced  pending  appeal,  declaring  that  there  is  much  less  possibility  of 
recovering  damages  against  shippers  because  of  losses  from  unduly  low  rates,  if  the 
judgment  of  the  courts  is  ultimately  in  favor  of  the  railroad,  than  there  is  of  recovery 
■gainst  the  railroad  if  the  decision  is  in  favor  of  the  shippers.  They  hold  that  such  an 
important  power  as  that  to  decide  as  to  the  jnstjce  of  a  rate  ought  not  to  be  left  to  any 
anthority  less  final  or  less  conservative  than  the  Supreme  Court.' 

Inflation  of  accotatU. — Professor  Adams,  statistician  of  the  Interstate  Commerce 
Commission,*  thinks  that  that  commiaeion  ought  to  be  empowered  to  require  uni- 
formity in  the  financial  accoonta,  as  well  as  in  the  operating  accounts,  of  railroads, 
and  to  inspect  their  books  directly.  There  will  be  some  objection,  on  the  ground 
that  tbe  secrets  of  the  railroad  might  be  ascertained,  but  the  last  convention  of  State 
railroad  commissioners  approved  the  proposition,  and  it  is  necessary  for  the  State 
and  national  commissions  to  have  such  supervision  of  nuirood  accounts  if  they  would 
properly  perform  the  duties  of  regulation  impoeed  upon  them.  Mr.  Greene,  of  the 
Audit  Company  of  New  York,  believes  that  a  greater  degree  of  publicity  of  railroad 
accounts  isdesirable,  but  he  thinks  it  would  be  better,  instead  of  havingdirect  inspec- 
tion by  GoYemment  officers,  to  require  the  examination  and  auditingof  accounts  by 
expert  private  auditors,  under  bond,  only  the  results  of  whose  investigations  should 
be  made  known.'  Mr.  Rice,  who  was  connected  with  an  investigation  of  the  Read- 
ing Railroad  Company  several  years  ago,  holds  that  there  are  many  ways  in  which 
the  accounts  of  railroads,  though  correct  on  their  face,  may  bo  deceptive  to  investors 
and  stockholders.  Hailroade  which  have  other  companies  subordinate  to  them  are 
eepecially  able,  if  they  wish,  to  make  the  accounts  misleading.  This  witness, 
therefore,  believes  in  inspection  of  railroad  accounts  by  the  Inteistato  Commerce 
Commiffiiou.' 

Two  or  three  other  witnesses,  however,  do  not  favor  an  extension  of  the  powers  of 
the  Interstate  Commerce  Commission  in  regard  to  the  accounts  of  railroads.  Mr. 
Schiff,  a  banker,  especially  declares  that  railroad  corporations  seldom  deceive  the 
public  in  regard  to  their  true  earnings  and  the  state  of  their  finances.* 

SlaU  railroad  commUiioru. — Mr.  Jackson,  of  the  Msssachnsetts  board  of  railroad 
comminioners,  says  that  this  board  has  general  supervision  over  both  railroads  and 
Street  railroads  within  the  State.  It  has  absolute  control  in  reference  to  questions 
of  grade  crossings  and  all  safety  appliances.  It  has  control  over  the  imue  of  securi- 
ties, and  the  law  requires  that  they  shall  be  issued  only  for  actual  value.  It  baa  also 
power  to  pace  on  the  construction  of  new  railroads.  The  board  does  not  audit  the 
books  of  the  railroad  companies,  but  requires  detailed  reports.  Its  powers  regard- 
ing passenger  and  freight  rates  are  nominally  only  advisory,  but  in  practice  the 
recommendations  of  the  board  are  nearly  always  carried  out  by  the  railroads, 
eepei^ly  through  tbe  influence  of  public  opinion,  while  in  a  few  instances  the  board 
has  app^ed  to  the  Ic^elature,  which  has  usually  passed  laws  sustaining  its  position.' 
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Reference  ie  ako  made  to  the  ftowera  of  the  Minnesota  Tailroad  commisBion. 
The  secretary  of  this  cotnmiseioii  aeye  that  the  law  permits  it  to  fix  latea  within 
the  State.  Formerly  it  could  act  only  on  complaint,  but  by  an  act  of  1897  it  can 
proceed  on  ila  own  motion.  Under  a  decision  of  the  United  States  Supreme 
Court  it  is  held  that  the  orders  of  the  commission  are  subject  to  review  by  the 
courts.  The  commission  has  recently  made  an  order  r^arding  the  rates  on  hard 
coal  from  Dnlnth  to  New  Ulm,  from  which  appeal  has  been  taken  to  the  United 
States  Snpreme  Court,  and  this  appeal  was  stjll  pending  at  the  time  of  the  witness' 
testimony.  This  commisuon  also  has  power  rc^rding  the  ioBpectioa  of  grain  and 
the  regnlation  of  elevators.' 

WATER  TRANSPORTATION. 

Qetieral  importance  and  injiwence. — Two  or  three  witneeeee  point  out  the  great  impor- 
tance of  coaatwiae,  lake,  and  river  tranBp)ortation,  both  in  Itself  and  in  ita  influence 
on  railway  rates.  Mr.  Markham,  of  the  Illinois  Central  Railway,  declares  that  rail- 
way rates  throughout  the  country  are  influenced  by  the  transportation  on  the  oceans 
and  the  Gulf,  on  the  Mississippi  and  other  large  rivers,  and  on  the  Great  Lakes,  the 
tendency  in  all  cases  being  tc  bring  down  rates  even  between  points  far  removed 
from  actual  water  routes.'  The  secretary  of  the  Chamber  of  Commerce  of  Httebuig 
mBintai""  that  transportation  by  water  is  not  to  be  considered  as  an  injury  to  tail- 
roads,  but  that  the  two  classee  of  transportation  are  complementary  to  one  another, 
vater  carriers  being  esfiecially  adapted  to  the  heavy  commodities  which  require  leas 
lapidity  of  transportation.  The  general  development  of  industry  which  water  trans- 
portation oukea  possible  is  a  benefit  to  the  rsilways.'  The  influence  of  water  transpor- 
tation in  causing  the  reduction  of  rates  for  long  hauls  by  the  railroads,  as  compared 
with  the  short,  hauls,  is  especially  discussed  in  another  place.     (See  pp.  xv-ivii.) 

CoartvToe  trarttpoTtaiion. — Mr.  Guillaudeu,  president  of  the  Old  Dominion  Bteam- 
ship  Company,  and  Mr.  Hayne,  solicitor  of  the  Merchants  and  Miners'  Transporta- 
tion Company,  two  of  the  leading  Atlantic  coastwise  steamship  lines,  give  testimony 
regarding  the  conditions  of  coastwise  transportation,  and  representatives  of  railroads, 
particularly  in  the  South,  also  discuss  this  subject'  These  witnesses  agree  in  slat- 
ing that  the  various  railroads  operating  from  the  Atlantic  coa«t  cities,  particularly 
those  south  of  Baltimore,  are  to  a  considerable  extent  financially  interested  in  the 
coastwise  steamship  lines.  Nearly  all  of  the  steamship  lines  are  either  owned 
altogether  by  the  railroads  or  are  to  a  certain  extent  controlled  by  them.  Never- 
theless it  is  asserted  by  most  of  these  wltneeees  that  there  is  a  very  material  degree  of 
competition  still  existing  between  the  Atlantic  water  lines  and  the  rail  linee,  and 
that  the  water  lines  largely  determine  the  rail  rateb  as  regards  certain  commodities 
in  certain  territory.  Mr.  Langley,  of  the  New  York  Merchants'  Association,  and 
Mr.  Wilson,  of  the  Cincinnati  Board  of  Trade,  however,  hold  that  the  relations  of 
the  water  and  rail  lines  are  so  cloae  that  there  is  practically  no  competition  as  regards 
rates.' 

The  steamship  companies  are  in  most  instances  members  of  the  various  traffic 
associations  of  the  Southern  States,  and  thus  have  an  influence  in  determining  the 
general  basis  of  frei^t  rates.  Differentials  are  regularly  allowed  in  bvor  of  the 
ooastwise  lines,  on  the  ground  that  the  transportation  is  slower  and  more  subject  to 
risk  and  that  goods  must  be  rehandled  in  many  cases  before  reaching  their  destina- 
Uon.  Through  rates  are  made  by  the  steamship  lines  in  connection  with  railroads, 
'  the  division  of  receipts  being  usually  on  the  principle  that  water  lines  shall  receive 
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08  much  for  carrying  freights  inilefl  as  the  rail  linw  rereive  for  carrying  it  1  mile,  on 
occonnt  of  the  gre&t«r  cheBpnean  of  water  carriage.  Witni»ai»t  cepet'ially  assert  that 
there  are  some  classes  of  tmffic,  especially  in  very  bnlky  goodH,  which  beloi^  nat- 
nially  to  the  steamship  lines,  while  there  are  other  claeeee  of  traffic,  espedally  in 
pMishable  commoditiee,  from  which  they  are  largely  excluded.  It  is  also  stated 
that  there  is  a  growing  tendency  on  the  part  of  the  coastwise  eteamere  to  adopt  the 
same  claseiScation  tor  freight,  based  on  value  largely,  as  the  rulroads,  although 
there  are  certain  conditions  of  water  transportation  which  make  departures  from  the 
ordinary  methods  of  classification  neceesary.  Mr.  Stubbe,  of  the  Southern  Pacific 
Company,  says  that  in  traneporiation  between  the  Atlantic  and  Padflc  coasts  by 
water  the  basis  is  largely  that  of  space  occupied,  the  result  being  that  there  are  wide 
differences  in  the  rates  on  different  classes  of  goods  as  proportioned  to  their  value, 
and  that  transcontinental  rail  lines  are  forced  to  make  commodity  ratee  on  a  some- 
what similar  basis  in  order  to  meet  water  competition.' 

Atneriam  inerchant  marine  and  thiji  eu(mdiee. — Mr.  Howes,  a  member  of  the  Boston 
Chamber  of  Commerce,  who  has  also  been  largely  interested  in  ocean  transportation, 
makes  an  argument  against  the  proposed  policy  of  granting  sutjeidiea  for  the  con- 
struction and  operation  of  Ameritan  ocean  sleamahipe.'  He  traces  the  history  of  the 
rise  and  decline  of  the  American  merchant  marine.  The  decline,  which  was  brought 
about  in  the  first  place  by  the  civil  war,  continued  on  account  of  the  early  expen- 
siveneas  of  constnicting  iron  vessels  in  this  country.  The  witness  believes  that  at 
present,  by  virtue  of  the  great  reduction  in  the  cost  of  producing  iron  in  this  coun- 
try, American  shipyards  can  build  moat  classes  of  vessels  nearly,  if  not  quite,  as 
cheaply  as  foreign  shipyards.  He  charges  especially  that  American  iron  and  steel  . 
manufacturers  have  sold  plates  and  other  materials  for  vessels  to  English  shipbuild- 
ers at  much  lower  rates  than  they  make  to  American  shipbuilders.  He  also  holds 
that  American  shipyards  are  relatively  better  able  to  compete  with  those  abroad  in 
the  construction  of  high-class  vensels,  in  which  a  large  amount  of  labor  is  required' 
than  in  the  construction  of  trenip  steamere  and  other  less  expensive  vessels,  where 
the  raw  material  is  the  chief  cost.  Mr.  Howes  lays  great  emphasis  on  the  superior 
economy  of  American  lalwr,  despite  the  higher  rates  of  wageH. 

Finally,  this  witness  asserts  that  the  policy  of  ship  siiltsidies,  as  practiced  in  the 
United  States  in  the  early  days,  was  by  no  means  successful,  and  that  no  European 
country  except  France  makes  any  attempt  to  subsidize  freight  steamers.  In  England 
the  sub^dies  are  altogether  in  favor  of  fast  passenger  and  mail  steamers.  France 
has  undertaken  to  subsidize  vessels,  but  her  merchant  marine  is  declining  relatively 
to  that  of  other  countries.  Mr.  Howes  thinks  it  especially  desirable  that  Americans 
should  be  permitted  to  buy  vessels  abroad  and  operate  them  under  the  American 
flag;  and  he  points  to  the  great  development  of  the  Norw^ian  shipping  trade,  much 
of  which  is  carried  in  vessels  bought  abroad,  as  showing  the  possibilities  of  this 
practice. 

Representatives  of  the  coastwise  steamship  lines  seem  to  doubt  whether  the  grant- 
ing of  ship  subsidies  would  be  of  any  advantage  to  them.*  A  representative  of  the 
Mississippi  River  transportation  interests  at  New  Orleans  also  is  disposed  to  doubt 
the  desirability  of  ship  subsidies.  The  secretary  of  the  I*itt"burg  Chamber  of  Com- 
merce, however,  expresses  himself  as  strongly  in  their  favor.* 

The  Xicaroffuan  CamiL — Two  or  three  witnesses  declare  incidentally  that  the  con- 
struction of  the  Nii'araguan  C^nal  would  lie  of  great  advantage  to  the  country.*  A 
representative  of  the  San  Francisco  Board  of  Trade  argues  esjiecially  that  the  canal 
will  be  ad\'antageous  to  California  by  permitting  cheaper  transportation  of  its  prod- 
ucts to  Europe  and  to  Kastem  markets.     He  thinks  that  this  advantage  will  offset 
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tlte  &ct  that  Eaatcm  Htiee  will  be  brotight  into  more  direct  retation  with  the  Orient, 
and  will  thus  tend  to  deprive  San  Fraiu^JM-o  of  some  of  the  trade  whii-h  it  now  enjoys. 
Mr.  Stubbfl,  of  the  Southern  Pacific  Company,  however,  believes  that  the  injury  from 
this  latter  caoae  to  California's  interests  will  more  than  offset  any  advantages  that 
can  come  to  the  State  from  the  construction  of  the  canal.' 

OrUntai  (rod*.— Mr.  Wheeler,  of  the  San  PnucJaco  Board  of  Trade,  thinks  that 
there  is  a  great  future  for  the  trade  of  the  United  States  in  the  Orient  He  refers 
especially  to  the  recent  rapid  increase  in  the  amount  of  trantiportatJon  between  San 
Franciscxi  and  Asiatic  ports.  He  says  that  the  trade  with  the  Philippine  Talands, 
aside  from  that  in  army  etoree,  is  as  yet  comparatively  animportant,  but  thinks  that 
as  soon  as  the  islands  are  completely  pacified  there  will  probably  be  a  great  develop- 
ment in  cmmoerce  there.' 

MISSISSIPPI  RIVER  TRANSPORTATION. 

Anunrnt  of  traffic— DifficuUitt  mtwuntereif.— Mr.  Bryant,  a  repreaentatJTe  <rf  the 
Steamboat  Captains  and  Owners'  Exchange  of  New  Orleans,  and  Mr.  Markham,  of 
the  Illinois  Central  Railroad  Company,  give  somewhat  extended  testimony  regard- 
ing Miseinippi  River  commerce  and  its  effect  on  rail  transportation.'  These  wit- 
nenes  agree  in  stating  that  the  amount  of  transportation  by  the  river  has  decreased 
during  Uie  past  20  years  as  compared  with  rail  transportation.  Mr,  Bryant  asserts 
that  there  has  been  some  absolute  increase  since  1890;  the  tcnsus  of  that  year 
showed  6,401,000  tons  of  freight  carried  on  the  river  and  its  tributaries,  while  sta- 
tistics compiled  by  the  witness  in  IBOO  show  7,693,000  tonu  carried.  Mr.  Markham 
presents  figures  showing  that  the  aggr^;ate  tonnage  forwarded  from  St.  Louis  in  ISSO 
was  1,037,000  tons,  while  in  1900  it  was  only  245,000  tons.  Both  these  witnesses 
point  out,  however,  that  the  statistics  of  Miaeissippi  commerce  are  very  unsatisfac- 
tory, there  being  no  definite  authority  for  collecting  theni  and  no  systematic  methods 
of  keeping  records  on  Uie  part  of  the  vessels. 

The  decline  of  traffic  on  the  Missiseippi  and  its  tributaries  is  attributed  chiefly  to 
the  great  improvements  in  rail  transportation,  Mr.  Bryant  asserts  also  that  the 
railroads  have  discriminated  in  their  rates  for  the  purpose  of  destroying  the  river 
traffic,  charging  extremely  low  rates  between  points  on  therailroad  which  are  reached 
by  the  river,  while  making  up  the  low  thus  occasioned  by  high  rates  on  intermediate 
traffic,  Mr.  Markham,  on  the  other  hand,  while  affirming  the  nei'essity  of  meeting 
river  rates  in  rail  transportation,  holds  that  the  influence  of  the  river  in  lowering 
tales  extends,  though  to  a  somewhat  lower  de^cree  than  in  the  caHe  ot  points  actually 
leached  by  the  river,  to  practically  all  territory  for  a  long  dielance  on  each  side  of  the 
river.  Mr.  Bryant  says  also  that  the  decline  in  river  ttaSic  is  due  in  part  to  the  greater 
shortness  of  the  navigableseason,  which  is  occasioned  by  thedenudationof  theforeet« 
and  by  theconfining  of  the  river  between  strong  levees;  ami  tliat  moreover  the  improve- 
ments of  the  river  have  not  been  effective  in  preventing  danger  to  navigation,  while 
especially  the  bridges  over  the  river  are,  in  many  instances,  a  great  hindrance.  Both 
these  witnesses  point  out  that  the  trade  of  Xew  Orleans  with  foreign  countries,  by  way 
of  the  riverand  the  ocean,  is  considerably  hampered  by  the  insufficient  depth  of  water 
at  the  mouth  of  the  Mississippi.  The  Eads  system  of  jetties  and  improvementa 
deepened  the  channel  to  26  feet,  but  vessels  drawing  30  feet  or  more  would  come  to 
New  Orleans  if  practicable,  and  these  larger  vessels  could  carry  freight  more  cheaply 
than  those  which  now  enter  the  river.  Mr.  Bryant  refers  especially  to  the  difficulty 
of  navigating  the  Ohio  River,  and  eays  that  the  large  coal  tiafflc  coming  down  the 
river  is  carried  only  during  very  short  periods.  Two  other  witneses  speak  of  the 
system  of  dams,  which  is  bdng  established  with  a  view  to  equalizing  the  fiow  of 
water  in  this  river.* 
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Egeii.  of  river  compdilion  on  to/m.— Mr.  Brfoat  statea  that  the  freight  mtea  on  the 
Miedsippi  River  ftt«  much  lower  than  the  railway  rat«B,  in  part  because  of  the  alow- 
neee  and  rieke  of  river  tnuuportaticm.  He  aaeerts  alao  that  when  the  river  ie  low,  so 
that  tranaportation  is  more  difficult,  the  rail  rates  are  raised.  Mr.  Harkham  fays 
that  the  river  competition  prstctiotlly  fixee  the  rates  for  railroads  lietween  all  the 
important  river  points.  Moreover,  according  to  this  witness,  theinfluence  of  Miads- 
sippi  River  truffle  aSecta  rail  rates  from  'and  to  points  far  distant  from  the  river. 
Chicago,  for  example,  insiste  apon  having  rail  rates  to  Southern  points  which  will 
wuble  it  to  compete  with  8t  liOnis  in  the  distribution  of  goods,  while  other  smaller 
towns  insist  that  the  railroads  reaching  them  shall  make  rates  to  enable  them  to  com- 
pete with  Chicago.  A  similar  chain  of  influences  extends  through  the  South  and 
secoreB  to  points  far  distant  from  the  river  a  reduction  of  rat«e.  This  subject  is  dis- 
cuaaed  in  another  light  in  connection  with  the  long  and  short  baal  diacriminations 
in  the  Southern  States.' 

THE  ANTHRACITIMMAL  SITUATION. 

DoriDg  1900  and  1901  there  were  movements  among  some  of  the  railroads  chiefly 
concerned  in  the  anthracite-coal  traffic  toward  the  establishment  of  a  community  of 
interest.  A  eubcommission  of  the  Indu^rial  Commission  took  the  testimony  of  a 
number  of  officers  of  the  railroads  and  of  coal  operators  in  New  York  during  Feb- 
ruary, 1901,  and  two  or  three  other  witneses  were  afterwards  heard  before  the  com- 
mission at  Washington.  See  also  testimony  on  this  subject  In  the  Mining  Volume. 
(Vol.  XII,  Digest.) 

Relation  ofrailroadt  to  antkradu-eoal  indtulry. — The  lailroads  reaching  the  anthracite- 
coal  fields  are  the  PennBylvania,theLehigh  Valley,  the  Heading,  the  Central  Rtulroad 
of  New  Jersey,  the  Delaware,  I«ckawanna  and  Western,  the  Delaware  and  Hudson, 
he  Erie,  and  the  New  York,  Ontario  and  Western.  A  very  large  proportion  of  the 
oa.  produced  is  transported  by  these  railroads  to  New  York  and  other  tide-water 
points,  apparently  not  more  than  19  or  20  per  cent  being  used  in  Western  and 
Southern  markets.' 

Each  of  the  railroads  named  controls  one  or  more  coal-produong  companies.  In 
the  case  of  the  Reading,  the  Lehigh  Valley,  and  several  of  the  other  railroads,  these 
coal  companies  are,  according  to  the  witnesses  representing  these  interests,  virtually 
identical  with  the  railroads,  being  organized  separately  chiefly  because  of  the  legal 
restrictions  which  prevent  railroads  from  operating  coal  mines.  The  accounts  of 
these  railroad  coal  companies  are,  however,  kept  entirely  distinct  from  those  of  the 
rtutroads,  and  they  pay  the  regular  freight  rates  to  the  railroads.  The  coal  compa- 
nies controlled  by  the  railroads  also  buy  large  quantities  of  coal  from  so-called  "indi- 
vidual," or  smaller,  operators.' 

The  proportion  of  the  coal  produced  by  the  railroad  companies  has  apparently  been 
until  recently  about  two-thirds,  the  output  of  individual  operators  being  variously 
stated  by  witnesses  at  from  30  to  .34  per  cent.  Recent  purchases,  by  the  railroads,  of 
the  mines  of  independent  operators  have  reduced  this  percentage  materially.  The 
secretary  of  the  Anthracite  Coal  Operators'  Association  says  that  at  present  the  ont- 
[>ut  belonging  to  independent  producers  is  probably  about  29  per  cent,*  but  other  wit- 
nesses put  it  at  a  lower  proportion.  It  appears  also  that  these  railroad  coal  companies 
hold  a  very  considerable  proportion  of  the  undeveloped  or  reserve  coal  lands,  so  that 
in  the  future,  as  present  mines  are  exhausted,  their  control  of  the  actual  output  will 
presumably  be  greater.     It  is  maintained  that  the  reason  why  the  railroads  bought 
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ap  coal  landH  was  the  desire  to  make  their  transportation  bueineae  pemuuient  Tlie 
operations  of  individual  concerns  with  small  capital  were  likely  to  be  im^ular,  while 
traffic  might  be  diverted  from  one  railroad  to  another  so  long  as  the  mines  were  inde- 
pendently owned.'  The  proportion  of  coal  produced  by  independent  operators  and 
by  the  railroad  companies,  respectively,  varies  considerahly  in  the  case  of  the  differ- 
ent railr^iada.  On  the  iteading,  for  example,  only  about  1,000,000  tons  out  of  S,000,000 
or  9,000,000  tons  hauled  yearly  is  produced  by  independent  operators.  The  propor- 
tion of  the  independent  operators  is  largest  in  the  case  of  the  Lehigh  Valley  Kailroad, 
which  in  1900  mined  only  2,822,000  tons  oot  of  7,675,000  tons  carried.' 

EdahlMiment  of  comntunily  of  ititentt. — It  appears  probable  from  the  statements  of 
witnesses  summarized  t>elow  that  the  practice  has  long  prevailed  among  the  aiithra- 
cite-coal  railroads  of  acting  more  or  less  in  harmony  as  regards  the  division  of  the 
traffic  and  the  fixing  of  prices  of  coal.  Apparently  it  was  partly  in  view  of  the 
difficulty  of  maintaining  effective  agreements  and  thorough  harmony  in  the  past 
that  the  recent  movement  toward  community  of  interest  or  ownership  has  taken 
place.  Witnesses  representing  financial  interests,  independent  operators,  and  offi- 
cers of  the  railroads  concerned  all  agree  that  there  has  been  established  a  certain 
degree  of  community  of  interest,  aEfe<'ting  more  esiiecially  the  Reading,  Lehigh  Val- 
ley, Jersey  Central,  Delaware,  Lackawanna  and  Western,  and  Erie  railroads. 
These  tsilroads  carried  in  1900  about  72J  per  cent  of  the  entire  anthracite  ship- 
ments. The  precise  nature  of  the  combination  is  not  made  clear,  but  it  seems  to 
have  been  brought  about  chiefly  by  the  purchase  or  interchange  of  stocks  by  a  few 
large  capitalists,  which  gives  them  a  poweriul  influence  in  the  management  of  all  the 
roads  name*!.  J.  P.  Morgan  4  Co.  have  been  especially  instrumental  in  this  move- 
ment. Various  men  are  direclcrs  in  several  of  the  railroads  at  the  same  time.  The 
object  is  admitted  to  be  to  bring  atM>ut  a  consideration  of  the  mutual  interests  of  the 
roads.  It  is  denied  that  there  ia  any  absolute  combination  or  consolidation  between 
these  railroads,  except  to  the  extent  that  the  Reading  Company  has  recently  bought 
a  controlling  interest  in  the  Central  Railroad  of  New  Jeraey,  and  that  the  Erie  con- 
trols the  Susquehanna  and  Western  and  the  Erie  and  Western,  minor  roads  not 
reaching  to  tide  water.' 

There  is  a  difference  of  opinion  among  witnesses  as  to  the  extent  to  which  the 
other  leading  coal  roads  besides  those  last  named  are  being  brought  under  the  com- 
munity of  interest  Itissuggestecl  by  twoor  three  witnesses  that  st«peare  being  taken 
to  control  the  Delaware  and  Hudson,  or  that  it  is  alreatly  more  or  k'ss  in  harmony. 
One  witness  thinks  that  the  Pennsylvania  Railroad  also  is  in  general  sympathy  with 
the  combination,  although  others  assert  that  there  is  no  community  of  ownership. 
The  New  York,  Ontario  and  Western  Railroad  is  quite  generally  considered  to  be 
independent,  and  it  ha6  about  3J  per  cent  of  the  anthracite  tonnage.'  Coxe  Bros.  A 
Co.  produce  alx)ut  3i  per  cent  of  theanthiacite  output.  This  company  controls  a  rail- 
road of  its  own  and  ships  its  coal  in  its  own  trains  over  the  Lehigh  Valley  Railroad 
to  tide  water.  Mr.  Steams,  president  of  the  company,  holds  that  it  is  entirely 
independent' 

It  is  maintained  by  several  witnesses  that  the  leading  anthracite  coal  roads  are  not 
merely  tending  to  come  together  under  a  community  of  interest,  hut  are  attempting 
to  absorb  a  large  proportion  of  the  production  of  coat.  It  is  pointed  out  that  about 
'i  yeara  ago  the  independent  operators,  with  a  view  to  securing  a  lower  cost  of  trans- 
portation, proposed  the  construction  of  a  nulroad  to  tide  water.    Some  of  the  roads, 

'HBdaock,  pp.  Ml,  622,  531;  SWarm,  pp.  B79, 680,  MT,  688;  8aw»rd,  pp.  608. 50»;  Greene,  p.  408;  Harrii, 
p.  too-.  Chlldi,  p.  G03. 

•UcLeod,  p.  US.  H&rrlii.  p.  000. 

•Woodlock,  pp.  4U-4fiG:  Haddock,  p.  S28;  Bteuru.  pp.  588,  588:  Walter,  pp.  HS,  540;  Hatriai  pp.  fiM; 
GM;  HcLeod.  p.  571;  Bavaid.  p.  513. 

•Woodlock,  pp.  451-455;  HuiU,  pp.  5B8.  SW,  «<8;  Chllds.  pp.  502,  fiOl  /—  T 

•lUeum,  p.  58».  -  ,  -,;,,,j  ,,.,  LjQOt^lC 
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through  the  Temple  Iron  Company,  boi^ht  up  many  of  the  mince  which  hod  pledged 
tonn^e  to  this  nuiraad  and  forced  the  abanclonment  of  the  enterprine.  Afterwards 
another  rood  was  planned  by  the  operators  following  the  Delaware  and  Hudson  Canal 
to  Kingston.  The  Pennaylvania  Coal  Company,  one  of  the  largest  of  the  independent 
producers  of  coal,  which  itself  owned  a  local  railroad,  known  as  the  Erie  and 
Wyoming  Valley,  was  a  prominent  factor  in  this  enterprise.  The  Erie  Railroad  has 
recently  bought  up  the  Pennsylvania  Coal  Company  and  its  afSliated  railroad,  paying 
therefor  $32,000,000.  This  purchase  blocked  the  constnietion  of  the  proposed  line  to 
Kingston.  The  New  York,  Ontario  and  Western  has  also  recently  bought  up  a  very 
considerable  amount  of  coal  production.  The  manager  of  this  lajlroad  says  that  it 
was  forced  to  do  this  in  order  to  assure  the  permanence  of  its  tonnage.  It  merely 
followed  the  example  of  other  leading  railroads.  It  is,  however,  stated,  even  by  one 
or  two  independent  operators,  that  the  operators  who  sold  out  were  not  forced  to  do 
so  by  discrimination  or  otherwise,  but  that,  being  offered  a  high  price,  they  preferred 
tosell  ratherthan  to  ran  the  risks  of  independent  business.  It  is  claimed,  however, 
by  these  witnesses  and  others  that  the  motive  of  the  railroad  companies  was  to  pre- 
vent a  diversion  of  their  tonnage  as  well  as  to  check  the  disturbing  influence  of 
independent  operators  in  the  sale  of  coal.' 

Rdation  ofraUTOadt  to  indepenilent  operatort — PneenUu/e  amtracU  andfrnghl  raltt.— 
It  appears  that  a  very  large  proportion  of  the  indeiiendent  anthracite  operators  have 
for  several  years  past  sold  their  coal  under  contracts  to  the  subsidiary  coal  companies 
of  the  railroads,  receiving  therefor  a  certain  percentage  of  the  tide-water  prices.  The 
proportion  of  the  operators  who  accepted  the  system  differs  on  different  railroads, 
bnton  the  average,  according  to  statements  of  witnesses,  much  more  than  half  dis- 
pose of  their  coal  in  this  way. 

Under  the  contracts  in  force  up  to  the  spring  of  1901,  ini  the  case  of  the  domestic 
BiEes  and  larger  sizes  of  anthracite  coal,  the  operator  received  60  per  cent  of  the  tide- 
water prices,  while  the  railroad  coal  company  received  40  per  cent,  out  of  which  to 
pay  the  freight  to  the  railroad  and  to  (»ver  the  selling  expenses.  In  the  case  of  the 
smaller  sorts  of  coal,  where  the  price  is  much  lower,  the  percentage  received  by  the 
operators  was  Ie«.  Several  witnesses,  mostly  representing  railroad  companies 
assert  that  the  operators  are  generally  well  satisfied  with  this  systam,  especially 
because  of  the  saving  in  selling  expenses  and  responsibility,  and  that  it  was  consid- 
ered a  concession  to  them  at  the  time  it  was  adopted,  as  compared  with  the  existing 
freight  rvtes.* 

At  the  time  of  the  investigation  of  the  Industrial  Commiesion,  in  1901,  a  new  con- 
tract was  being  proposed  by  which  the  operators  should  receive  65  per  cent  of  the 
tide-water  price  of  the  larger  sizes  of  coal.  It  is  stated  that  the  motive  of  the  rail- 
roads in  making  this  concession  was  to  prevent  the  ojierators  from  constructing  an 
independent  railroad,  and  also  to  secure  more  effective  control  of  the  business,  espe- 
cially by  virtue  of  the  fact  that  the  new  contracts,  at  least  in  most  instances,  provide 
that  the  entire  future  output  of  the  operators  shall  be  sold  to  the  railroad  coal  eom- 

In  April,  1901,  this  new  contract  had  not  yet  been  put  into  force,  but  the  general 
opinion  of  all  the  witnesses  was  that  a  large  majority  of  the  operators  would  agree  to 
it.  The  secretary  of  the  Anthracite  Coal  Operators'  Association,  as  well  as  repre- 
sentatives of  the  railroads,  stated  that  the  operators  were  generally  well  satisfied 
with  the  proposed  terms.     One  or  two  witnesses  thought  that  the  railroad  companies 


p.  451-453:  Haddock,  pp.  521.  522;  Slosma,  pp.  &8S,  b^\  Harris,  pp.  COS.  «D4;  Thomu, 
pp.  S52.  563;  McLeod,  pp.  fiTi.  bli;  Chllds.  pp.  Vi,  480. 

■Saward,  p.  509:  Sleanie,  pp.  &T7-5S0;  Chllds,  pp.  49ii-)3e:  McLeod,  pp.  U2,  563;  Fleming,  p.  G3S: 
Walter,  p.  asS;  Haddock,  p.  532;  Woodlock.  p.  454. 

'  ~  imltled  by  officers  of  two  of  ihe  railroad  companies  contains  a  prarlaloii 


hat  tbe  operator  ihalt  sell  all  coal  hereafter  mined  Irom  mtues  now  open,  oi 
HI  the  land  covered  by  tlie  contract 


benajter  to  be  opened, 
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were  insisting  that  practically  all  the  operators  should  adopt  these  contracts  before 
putting  them  into  force,  bnt  a  r^lway  pre»dent  states  that  this  is  not  a  condition  of 
the  contract,  although  the  railroads  think  that  they  are  entitled  to  the  signatures  of 
a  majority  of  the  operators.' 

One  witness  thinks  that  not  more  than  5  or  10  per  rent  of  the  operators  will,  when 
this  arrangement  is  perfected,  be  really  independent  or  have  any  inflnence  in  com- 
petition in  the  cool  market.' 

Freight  ratet  on  anikracii^  <vaj. — Varioos  witneeees  allude  to  complaints  that  the 
rates  of  freight  to  tide  water  are  exce^ve.  Some  witoetwes  point  out  that  most  of 
the  operatore  now  ship  under  the  percentage  contriict,  so  that  the  queetion  as  to  the 
freight  rates  on  ordinary  shipments  becomes  to  them  of  less  importance.  An 
ttd^-ance  in  prices  beneflls  the  shippers  as  well  as  the  raHroadn.  At  the  same  time 
the  percentage  of  the  tide-wat*r  price  received  by  the  railroad  company  may  be 
considered  as  its  freight  rate,  and  that  the  amount  thns  received  may  be  discussed 
Bs  to  its  reasonabless  in  the  same  way  as  any  other  freight  rates.  The  few  represent- 
atives of  independent  shippers  who  appeared  before  the  commiraion  made  little 
complaint  of  exceasive  rates.  The  secretary  of  the  Anthracite  Coal  Operators'  Aseo- 
ciation  stated  that  he  was  not  authorized  to  make  any  complaint  whatever,  though 
he  refused  to  answer  the  question  as  to  whether  there  were  any  grounds  for  com- 
plaint. Befercnce  was  also  made  by  the  president  of  Coxe  Bros.  A  Co,  and  other 
witnesses  to  the  suit  broi^ht  hy  that  company  against  the  Lehigh  Valley  Railroad 
in  1809,  in  which  excessive  freight  rates  were  charged.  It  is  stated  that  the  decision 
of  the  Interatste  Commerce  Commission  was  in  favor  of  the  complainants,  but  that 
appeal  was  taken  to  the  courts,  and  that  the  delay  was  so  great  that  Coxe  Bros,  dt 
Co.  irere  forced  to  forestall  matters  by  constructing  a  railroad  connecting  their  minee 
with  several  tide-water  railroads,  so  that  they  were  able  to  demand  concessions.* 

It  is  generally  admitted  that  the  freight  rates  on  anthracite  coal  arc  very  consider^ 
ably  higher  than  those  on  bitnm  inons  coal.  The  precise  rate  from  the  coal  fields  to 
tide-water  varies  somewhat  upon  the  different  railroads,  while  the  rate  per  ton  per 
mile  naturally  differs  according  to  the  distance  to  tide  water.  Moreover,  as  r^uds 
the  operators  who  ship  under  the  percentage  contract,  the  rate  fluctuates  continually 
with  the  tide-water  prices.  The  freight  rates  are  variously  stated  hy  witnewos  rep- 
resenting the  railroads  as  from  $1.30  to  fl.7E  per  ton  to  lido  water.  Under  the  40 
per  cent  contract  the  rate  paid  by  the  operator,  includii^  selling  expenses  on  coal, 
would  be  $1.60  per  ton  when  coal  sells  at  $4,  which  was  about  the  price  in  the  winter 
and  spring  of  1901.  This  price,  however,  is  somewhat  above  the  average  in  recent 
years.  The  distance  from  the  anthracite  fields  to  tide  water  varies  from  about  145 
{D.,  L.  AW.)  to2Umile8{N.  Y.,Ont  A  W.).  The  rate  per  ton  per  mile  would 
thus  range  from  6  to  10  mills. 

Beveral  witnesees  contrast  these  rates  with  those  on  bituminous  coat,  which  have 
at  various  times  been  as  low  as  2}  or  3  mills  per  ton  per  mile,  and  which  are  always 
very  much  lower  than  the  rates  on  anthracite.  Representatives  of  the  railroads, 
however,  and  several  other  witnesses,  including  one  independent  operator,  justify 
the  higher  rates  on  anthracite  coal  on  the  ground  that  most  anthiacite  has  to  be 
hauled  over  the  monnt^ns,  while  bituminous  coal  in  many  cases  takes  its  origin  at 
the  tops  of  the  grades,  and  eepecially  on  the  ground  that  bituminous  coal  is  all  of 
one  kind  and  can  be  promptly  unloaded  from  the  care,  while  the  different  claeeea 
and  sizes  of  anthracite  coal  have  to  be  kept  separate.' 

■Chlldi.  pp.  ae-MTi  Thomw^  p.  MS;  Bteuiu,  pp.  B77-680;  Wajtai.  p.  54S;  Fleming,  pp.  SS7,  642; 
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One  independent  operator  oomplunfl  especially  that  the  operatore  who  sell  coal 
to  the  railroads  under  the  percentage  contract  really  get  better  rat«fl  than  those  who 
ship  on  their  own  account  and  pay  the  published  freight  rat^s.  He  uigee  eepeciAlly 
that  the  actual  freight  rate  under  the  contract  syBtem  is  considerably  le«  than  the 
40  pieT  cent  of  the  tide-water  price,  because  that  percentage  includes  selling  expensee 
and  risks.  Operators  who  ship  for  themselves  and  bear  selling  expenses,  ought, 
this  witness  muntains,  to  be  placed  on  an  equality  by  having  a  freight  rat«  some- 
what lenthan  this  pen«ntage.' 

Alleged  ditcriminatum  agaimt  independent  operatori. — Except  for  the  complaint  just 
indicated  there  is  no  charge  on  the  part  of  the  independent  operators,  ao  far  as  they 
appeared  before  the  Industrial  Commission,  of  discrimination  in  freight  rates  against 
them  as  compared  with  the  coal  companies  operated  by  the  railroads  themselves. 
Officers  of  the  railroads  a«ert  emphatically  that  the  coal  companies  connected  with 
the  tailroads  pay  the  full  tariff  rates  on  coal.  One  witness,  however,  pointa  out  that 
it  is  claimed  that  the  nutroads  allow  their  coal  companies  to  work  with  little  profit, 
or  even  at  a  loss,  white  making  up  by  charging  high  freight  rates,  a  practice  which 
amounts  practically  to  taking  the  money  from  one  pocketand  puttii^  it  in  another. 
While  this  matter  was  not  discussed  e8i>ecially  by  witnesses  it  is  obvious  that  if  the 
freight  rates  on  anthracite  coal  are  in  fact  excessive,  whether  under  published 
tariffs  or  under  the  percentage  contracts,  it  amounts  to  a  burden  upon  the  independ- 
ent operators,  which  is  not  feit  by  the  coal  companies  that  are  virtually  identical 
with  the  railroads.' 

Allnmon  was  also  made  by  various  witnesses  to  the  complaint  sometimes  made  by 
independent  operatora  that  they  are  not  furnished  sufficient  cars,  and  that  in  some 
cases  they  are  placed  at  a  disadvantage  ic  this  regard  as  compared  with  the  coal  com- 
panies operated  by  the  railroads.  This  complaint  connects  itself  closely  with  the 
discussion  as  to  the  restriction  of  output  of  anthracite  coal.  (See  below.)  In  the 
case  of  the  operators  who  sell  under  the  percentage  contract,  the  railroads  are  given 
the  right  to  determine  how  much  coal  each  operator  shall  ship.  The  railroads  agree 
to  allot  the  tonnage  which  can  be  handled  equitably  between  the  different  producers, 
the  contract  particularly  providing  that  the  railroads  shall  not  discriminate  in  favor 
of  their  own  mines.  Representatives  of  the  railroad  companies  assert  most  emphat- 
ically that  there  never  has  been  any  discrimination  in  this  allotment,  but  that  the 
independent  opeistors  have,  if  anything,  been  allowed  to  produce  more  than  their 
normal  share  of  the  coal  for  which  there  is  dismand.  It  is  urged  that  it  is  impOBfu- 
ble  for  the  railroads  to  buy  all  the  coal  which  could  be  produced  by  the  mines  work- 
ing at  full  capacity,  liecause  of  the  limited  demand. 

Mr.  Harris,  late  president  of  the  Keading  Company,  says  especially  that  on  that 
road  on  expert  is  employed  to  visit  the  various  mines  and  ascertain  accurately  their 
productive  capacity,  and  that  on  this  basis  the  amount  of  coal  which  is  demanded 
is  apportioned.  This  witness  asserts  that  any  operator  is  at  liberty  to  increase  his 
productive  capacity,  and  that  on  showing  evidence  of  ability  to  produce  more  coal, 
relatively  to  other  mines,  he  will  be  given  a  larger  allotment  Two  or  three  wit- 
nesses, representing  the  independent  operators,  likewise  state  that  they  have  no 
complaint  of  discrimination  in  the  supply  of  cars.' 

One  independent  operator,  Mr.  Haddock,  while  making  no  charge  of  discrimina- 
tion against  independent  operators  in  the  apportionment  of  output,  asserts  that  be 
has  refused  to  accept  the  percentage  contract  arrangement  which  gives  the  rulroad 
companies  the  right  to  allot  the  production,  and  has  insisted  upon  receiving  a 
sufficient  supply  of  care.    By  threats  of  suits  for  damages  he  bos  been  able  to  secure 

1  Haddock,  pp.  W3,  tSS.  6H. 

'Bl«&mn,  pp.  680.  682.  688;  Hurli,  pp.  800,  001. 
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caiB,  and  non  practically  produeee  aa  mnch  coal  aa  he  sees  fiL  He  is  not  willing  to 
have  his  whole  production  limited  hj  the  arbitrary  decree  of  railroad  offlcen.' 

Ratrietion  of  output  and  allotment  of  lonnage. — It  seeou  to  be  quite  generally  adoiit- 
ted  that  there  is  an  attempt  on  the  part  of  the  anthrodte-coal  roads  to  keep  the  out- 
put of  coal  within  the  limita  of  proBtable  demand,  and  that  there  is  at  least  a  certain 
amount  of  consultation  and  agreement  between  them  r^^rding  the  proportion  of 
tonnage  which  each  shall  handle.  In  explanation  oT  this  practice  it  ie  asserted  by 
various  witnesea,  including  Home  independent  operatore  as  welt  aa  repreeentativee 
of  the  rsilToade,  that  the  productive  capacity  of  the  anthracite  mines  ie  very  conaid- 
erably  in  excess  of  the  consumption  of  the  country.  It  is  eaid  that  the  anthracite 
mines  could  produce  at  least  60,000,000  tons  of  coal  annually,  although  one  witneee 
at  leaat  is  diapoeed  to  question  whether  this  ooold  be  done,  in  view  of  the  necessity 
of  executing  a  considerable  amount  of  so-called  dead  work  in  order  to  keep  up  the 
productioD.  The  actual  consumption  of  anthracite  coal  has  never  yet  exceeded 
abont  47,000,000  tons  in  a  year.  It  is  uiged  especially,  aa  indicating  the  neceadty  for 
some  limitation  of  prodnction,  that  the  demand  for  anthracite  coai,  most  of  which 
is  used  for  domestic  pnrpoees,  ia  extremely  unequal  as  between  different  aeaaona  of 
the  year.  During  the  spring  and  summer  months  there  is  very  little  consumption 
of  anthracite.  During  the  fall  and  winter,  when  the  consumption  actually  takes 
place  tor  the  most  part,  the  demand  fully  equals,  if  not  exceeds,  the  capacity  of  the 
mines  to  produce  contemporaneously.  In  order  to  render  themaelves  able  to  supply 
the  demand  during  these  active  months  ofwrators  are  continually  tempted  to 
increase  the  extent  of  their  workings.  If,  then,  it  <s  asserted,  the  operators  should 
endeavor  to  produce  to  the  full  limit  of  this  extended  capacity  throughout  the  year 
there  would  be  such  an  overproduction  aa  greatly  to  depreaa  prices  and  practically 
to  ruin  the  producers. 

It  is  further  asserted  by  nearly  all  witneesee  testifying  on  this  aubject  that  anthra- 
dte  coal  can  not  be  very  successfully  stored.  It  would  greatly  increase  the  cost  to 
produce  at  a  uniform  rate  throughout  the  year  and  to  store  the  output  of  the  spring 
and  summer  months  until  the  fall  demand.  Not  only,  it  is  said,  would  this  involve 
rehandling  and  the  construction  of  storage  places,  but  the  quality  of  the  coal,  eapo- 
cially  its  brightness,  deteriorates  when  it  is  stored  for  a  considerable  length  of  time. 
For  these  reasons  operators  do  not  ordinarily  run  their  minee  at  full  capacity  except 
during  the  fall  and  winter  months.  The  average  number  of  days  on  which  the 
mines  have  operated  during  a  year  has  never  exceeded  235,  and  in  many  years  the 
avera^  number  has  been  much  len.* 

One  or  two  witneosee,  especially  Mr.  Haddock,  an  independent  operator,  under- 
stand that  the  railroad  companies  have  virtually  on  agreement  among  themselves  as 
to  the  proportion  of  the  tonnane  of  anthracite  coal  which  each  shall  handle,  and 
that  by  virtue  of  tbia  allotment  they  practically  restrict  the  output  and  prevent  any 
strong  competition.  Representatives  of  the  railroad  companies  deny  that  there  is 
at  present  any  i^reement  as  to  tonnage,  although  it  is  admitted  by  two  or  three  of 
them  that  there  was  such  an  agreement  in  1896,  which  was  afterwards  abandoned. 
Nevertheless  these  n^lroad  offlcera  admit  that  there  has  been  very  little  change  In 
the  prop>ortion  of  cool  handled  by  each  road  for  a  conmderabte  number  of  years,  and 
they  also  admit  that  each  rood  tries  to  conform  in  a  general  way  to  the  proportion 
which  it  has  hitherto  carried.  They  assert  that  any  railroad  might,  without  viola 
tion  of  agreement  or  of  faith.  Increase  ita  aggr^jate  tonnage  and  endeavor  to  encroach 
on  the  traffic  of  its  competitors.  To  do  this,  however,  would  be  to  precipitate  a  gen- 
eral competitive  war,  a  general  oversupply  in  the  market,  and  a  reduction  in  prices, 
which  would  not  make  it  a  profitable  meaHure. 

>  Hwldock,  pp.  BM-UT. 
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The  present  division  of  output,  it  ia  aaeerted,  has  been  the  result  of  tnany  jeam  of 
experience  and  of  couflicL  Further  conflicte  are  likely  to  occur  in  the  future  as  they 
have  in  the  past,  but,  apparently,  at  present,  perhaps  under  the  inflnence  of  the 
recent  movement  toward  community  of  interest,  there  is  iesa  diepodtioi)  than  has 
been  msnilested  hitherto  toward  encroachinent  by  any  railroad  upon  the  buaineas  of 
the  others.  One  or  two  witneiees  point  out  alao  that  some  of  the  nulroad  oompa- 
nieB  have  certain  territory  natorally  tributary  to  them,  or  produce  to  a  certMn  extent 
a  particular  class  of  coal  for  which  there  ia  an  especial  demand.  The  frequent  use 
of  such  phraeee  as  "  proper  share  "  and  "normal  toniiage"es  applied  to  railroads 
seems  to  show  a  recognition  by  nearly  all  of  their  offitera  that  it  is  not  to  the  inter- 
est of  any  road  to  compete  too  vigorously  or  to  endeavor  to  produce  coal  to  the 
maximum  of  its  capacity.  One  witness,  Mr.  Thomas,  of  the  Erie  Railroad,  says  that 
there  is  some  consultation  among  the  railroads  regarding  the  output  and  prices,  and 
other  witnesses,  aa  isi  pointed  out  below,  admit  also  that  there  is  some  consultAtioQ 
as  regards  prices,  which  presumably  involies  likewise  a  discuffiion  of  output.  Kef- 
erence  is  alao  made  to  the  fact  that  the  Pennsylvania  Hailroad  has  in  the  past  worked 
less  in  harmony  in  this  regard  than  most  of  the  other  railroads.' 

The  following  table  shows  tlie  percentages  of  the  anthracite  tonnage  hauled  by  the 
respective  railroads  during  the  year  1900.' 

Philadelphia  and  Reading 21 

Lehigh  Valley 15.65 

Delaware,  Lackawanna  and  Western 12,57 

Cential  Eaiboad  of  New  Jereey 11.48 

Pennsylvania  Railroad 11.32 

Erie  Railroad 11.51 

Delaware  and  Hudson 9.55 

Delaware,  Susquehanna  and  Schuylkill 4.26 

Ontario  and  Weslem 2,86 

Prica  ajtd  Iheir  TelaiUm  to  the  aUeged  combinalion. — There  seems  to  be  a  general 
agreement  among  witnesses  that  the  anthradte  railroads  act  more  or  less  in  harmony 
as  Hoards  the  fixing  of  prices.  The  endence,  however,  is  not  conclusive  as  to  the 
extent  to  which  this  harmony  goes,  or  as  to  the  effect  of  the  recent  movement  toward 
community  of  interest  upon  agreements  as  to  prices  or  upon  prices  themselvea. 

No  witnete  affirms  that  there  is  any  formal  and  definite  agreement  among  the 
railroads  or  the  railroad  coal  companies  as  regards  prices.  One  or  two  assert  that 
there  have  been  in  the  j)ast  attompta  to  establish  such  agreements,  but  that  they 
have  broken  down.  Independeilt  operators  and  others,  notably  Mr.  Saward,  of  the 
Coal  Trade  Journal,  believe,  however,  that  ther«  ar«  informal  consultations  and 
understandings  at  the  present  time,  including  possibly  meetings  from  time  to  time 
of  sales  agents.  It  is  maintained  by  these  witnesses  that  the  prices  made  by  the  dif- 
ferent companies  are  practically  the  same  for  given  markets  and  grades  of  coal,  ami 
that  changes  are  made  very  nearly  simultaneously.  Mr.  Saward  suggests  that  the 
railroad  coal  companies  may  communicate  with  each  other  by  telephone,  and  that 
thcHC  informal  understandings  are  better  than  written  agreements,  because  there  is 
no  record  iir  publicity. 

Representatives  of  the  railroad  companies  admit  that  the  prices  made  by  all  of  the 
roadx  are  very  nearly  similar,  although  they  specifically  deny  that  there  la  any 
binding  agreement  on  the  subject.  Two  or  three  of  them  slate  tliat  there  are 
occasionally  informal  consultations  between  sales  agents,  such  as  are  neceaiary  in 
every  businees.     The  president  of  the  Blading  Company  says — and  his  statement  is 
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corroborated  by  two  or  three  other  witneBBM — that  that  company  regularly  iseoes  a 
dimlaz  of  prioee,  which  has  a  conaiclerable  influence  in  determining  the  prices  of 
other  companiee.  At  the  same  time  this  witneee  aeeerts  that  it  k  entirely  voluntary 
with  the  otheiB  to  tnake  theee  prices  or  not,  and  ttiat  they  do  not  always  follow  them.' 
The  preeideDt  of  Cose  Bros.  &  Co.,  the  laigeet  independent  coal  operators,  stated 
that  the  averse  prices  received  by  that  company  for  the  prepared  sizes  of  anthracite 
coal  at  tide  water  from  1691  to  1900  were  as  follows; 

Atvrage  pricet  of  prepared  tizee  of  atUkToaU  coal. 


ItOlL 

189>. 

lags. 

18KT. 

1W6. 

««. 

iSH.  1  ma. 

IMtt. 

isai. 

W.W1 

(S.U 

•S.5W 

tS.716 

n.3ifl 

tS.2ST 

n.^\u.^ 

18,81 

».7» 

These  prices  are  presumably  not  far  from  the  aversge  received  by  other  pntdaoeaa 
during  this  period.  Witnesses  do  not  discuss,  however,  particularly,  the  movement 
of  prices  daring  ttiese  years  in  connection  with  the  question  as  to  the  effect  of  com- 
tnnation  among  the  railroads,  nor  is  there  any  very  definite  evidence  as  to  the 
comparison  of  prices  during  the  past  decade  with  thoae  of  earlier  years.  It  is 
snerted  qnite  generally  that  the  cost  of  mining  has  increased,  but  that  the  cost  of 
transportation  and  freight  rates  have  fallen  somewhat. 

Much  discussion  was  given  as  to  the  movements  of  prices  of  anthracite  coal  daring 
the  past  year,  particularly  with  reference  to  the  effect  of  the  establishment  of  com- 
mnnity  of  interest  between  certain  of  the  railroads,  and  as  to  the  effect  of  the  strike 
of  anthracite  miners  in  September  and  October,  1900.  The  followii^  table  shows 
the  aver^«  prices  for  prepared  sizes  of  anthracite  coal  received  by  Coze  Brothers 
A  Co.  for  each  moDth  during  1900: 


Jannaiy $3,744 

Febraarv 8.686 

March..'. 3.616 

Ajwil 3.466 

May 3.577 

JoEe 3.661 

July 3.707 

Aagnst 3.664 

September 3.896 

October 4.HB 

November 4. 14 

December 424S 

ItviUbeseeo  that  prices  advanced  from  (3.465  in  April  to  (4.243  in  December, 
or  la  iacreaae  of  78  cents  per  ton.  It  is  stated  by  various  witnesses  that  the  prices 
io  the  fall  and  winter  are  always  considerably  higher  than  in  the  spring,  on  account 
of  tbegmt  difference  in  the  demand  at  the  respective  seasons.  Figures  submitted 
by  moDtha  by  Coxe  Brothers  A  Co.  show  advances  of  from  30  cents  to  66  cents  as 
between  the  spring  and  fall  in  most  years  since  1891.  The  advance  in  1900,  how- 
ever, is  greater  than  in  any  other  year  for  which  these  figures  were  submitted. 

Several  witneaiee  state  that  the  price  of  anthradte  coal  in  February,  1901,  was  from 
3)  to  30  cente  higher  than  it  had  been  at  the  corresponding  tine  a  year  before.  The 
osnal  spring  reduction  in  prices  was  made  in  April,  1901,  after  which  the  price  of 
Son  and  cheetnot  coal,  as  announced  in  the  circulars  of  the  railroad  companies, 
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eeeme  to  have  been  $4  per  ton,  and  the  price  for  broken  coal,  the  largest  size,  $3.50 
per  ton.  Virtually  all  the  witneseee  agree  in  holding  that  this  advance  in  prices 
during  1900  and  1901  is  to  be  attributed  to  the  reduction  in  the  supply  of  coal,  caused 
by  the  prolonged  strike  of  the  fail  of  1900,  rather  than  to  the  combination  among  the 
railroads.  The  strike  left  the  country  very  much  depleted  of  coal,  and  all  through 
the  winter  the  mines  were  working  at  their  full  capacity.' 

Mr.  Haddock,  independent  coal  operator,  seems  to  think  that  the  railroad  com- 
panies in  combination  would  have  the  power  to  advance  prices,  not  being  limited  by 
the  competition  of  other  producers  of  anthracite  coal,  but  he,  like  the  representatives 
ol  the  railroads,  doubts  whether  it  would  be  wise  policy  for  the  combination  to 
attempt  to  maintain  excessive  prices.  Various  other  witnesses,  including  especially 
the  representatives  of  the  railroads,  assert  that  there  is  a  very  close  limit  to  the  pries 
of  anthracite  coal  through  the  competition  of  other  fuels,  and  that  the  producers, 
however  strongly  they  may  be  combined,  would  not  find  it  to  their  interests  to  advance 
prices  beyond  the  present  rates.  It  is  asserted  that  anthracite  cioal  is  to  a  considerable 
extent  a  luxury.  By  Ear  the  greater  part  of  anthracite  coal  is  used  for  household 
purposes,  and  if  the  price  is  very  high  it  can  be  replaced  in  many  of  its  uses.  Bitu- 
minous coal  is  being  more  and  more  used,  so  these  witnesses  state,  for  producing  gas, 
steam,  and  hot-water  heat,  and  other  forms  of  heating  for  domestic;  purposes. 

The  smaller  sizes  of  anthracite  coal,  ranging  from  pea  coal  down,  which  are  neces- 
sarily produced  in  connection  with  the  breaking  of  coal  for  domestic  purposes,  can 
be  used  only  for  steam  purposes,  and  there  they  meet  very  directly  the  competition 
of  bituminous  coal.  It  is  asserted  that  because  of  this  competition  the  price  received 
for  these  smaller  sizes  of  coal  is  less  than  the  cost  of  production,  ao  that  there  must 
be  a  corresponding  increase  in  the  prices  of  the  laiger  sizes  in  order  that  there  may 
be  a  profit  on  the  entire  output.  These  smaller  sizes  are  from  25  to  36  per  cent  of 
the  total  product.  Formerly  they  were  largely  thrown  away,  but  the  old  culm  piles 
are  now  being  worked  over  and  sold.  Several  witnesses  maintain  that  the  prices  of 
anthracite  coal  in  the  spring  of  1901,  although  somewhat  higher  than  the  average  for 
earlier  years,  were  no  more  than  reasonable,  and  that  becau%  of  the  limited  nature 
of  the  demand  for  anthracite  ooal  a  reduction  in  the  price  would  not  sufficiently 
increase  consumption  to  make  it  profitable  for  the  coal  producers.' 

Several  witnesses  assert  that  it  will  be  possible  through  combination  to  reduce  the 
cost  of  producing  and  transporting  coal  so  as  to  permit  of  a  lowering  of  the  price  to 
consumere,  while  at  the  same  time  ^ving  the  producers  and  the  railroad  companies  a 
greaterprofit  thanin  the  past.  The  officers  of  someof  therailroadsexpreasthe  belief 
that  it  is  to  the  interest  of  the  people  that  the  railroads  should  act  in  harmony,  and 
the  same  opinion  is  held  by  two  or  three  other  witnesses,  notably  Mr.  Greene,  of  the 
Audit  Company  of  New  York.  Mr.  McLeod,  former  president  of  the  Reading  Com- 
pany, is  especially  ennphatic  in  the  assertion  that  only  great  corporations  with  large 
capital  can  economically  produce  anthracite  coal.  It  is  pointed  out  by  one  or  two 
witnesses  that  it  the  railroads  act  in  harmony  it  will  in  many  cases  reduce  the  cost  of 
transportation  by  permitting  the  supply  of  particular  markets  from  the  nearest  and 
most  accessible  mines.  It  is  also  urged  that  where  each  railroad  company  feels  that 
it  must  produce  and  transport  as  much  coal  as  possible  it  is  tempted  to  operate 
miiies  which  are  not  so  economical  as  those  controlled  by  some  other  railroads. 

The  greatest  saving,  it  is  asserted,  could  be  eBected  by  the  elimination  of  middle- 
men in  the  sale  of  coal  to  the  consumer.  The  railroad  companies  could  establish 
large  depots  in  immediate  connection  with  their  tracks  from  which  coal  could  be 
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delivered  directly  to  carts  ha  "ling  it  to  the  coomunar.  Mr.  McLeod  believee  that  a 
Bkving  from  60  to  76  cents  per  ton  might  be  efiected  in  this  latter  way  alone,  while 
Mr.  Gieene  thinks  that  the  various  economies  which  might  result  from  a  complete 
consolidation  of  the  railroads  would  amount  to  $1  per  ton.  These  various  witnesses 
think  accordingly  that  a  more  complete  combination  than  that  which  at  present 
exists  is  desirable  for  the  public  interest.' 

CapitaHialian  of  rettrvt  roal  tandi. — There  is  a  considerable  amount  of  discussion  on 
the  part  of  wituceees  as  to  the  effect  upon  prices  of  the  large  investments  made  by 
the  Beading  and  other  railroad  companioH  in  coal  lands  in  advance  of  actwU  produc- 
tion. The  Beading  Company  has  the  largest  supply  of  coal  lands,  most  of  which  were 
bought  up  during  the  seventies.  At  that  time  it  invested,  according  to  the  state- 
ment of  one  witneee,  abont  176,000,000  in  these  lands. .  Other  companies  have  also 
made  large  inveetmetits.  It  is  stated  that  the  motive  for  this  policy  on  the  part  of 
the  railroads  wss  to  insure  permanency  in  their  transportation.  One  or  two  wit- 
nesses, including  especially  Ur.  Haddock,  think  that  the  interest  on  these  invest- 
ments of  the  railroads  has  added  to  some  ext«nt  to  the  price  of  coal,  fteferenoe  is 
made  especiaUy  to  the  fact  that  the  recent  purchases  by  the  railroad  companies  have 
been  at  very  high  prices.  The  Erie  issued  (32,000,000  of  bonds  to  buy  up  the  Penn- 
sylvania Coal  Company,  and  the  annual  interest  of  tl, 260,000  is  equal  to60or8Dcenls 
per  ton  on  the  annual  output  of  theee  lands.  If  the  Reading  lands  had  cost  propor- 
tionately as  much  they  would  have  represented  an  investment  of  tl2S,000,000.  Hoot 
witneaeee,  however,  espeually  those  repreeentii^  railroad  companies,  do  not  think  that 
the  interest  on  these  investments  in  coal  lands  adds  materially  to  prices.  They  state 
that  the  attempt  to  carry  them  has  lead  to  repeated  bankruptcies  in  the  case  of  the 
Reading  road  and  that  many  other  railroads  have  large  amountsof  stocks  which  earn 
no  dividends.  The  stocks  of  four  of  the  leading  roads  earning  no  dividends  were 
slated  by  one  witneee  as  amounting  to  $382,000,000.  The  rallroadsholding  these  large 
investments  have  been  forced  to  sell  co&l,  it  is  ai^ed,  in  competition  with  other 
producers  not  having  similar  burdens.  The  various  reorganiiatioDS  of  the  Beading 
have  reduced  its  fixed  charges,  although  the  preadent  of  the  company  admits  that 
its  bonds  still  represent,  in  part,  investments  in  coal  lands.' 

It  is  admitted  by  two  or  three  of  these  witnesses  that  the  capitalisation  of  several  of 
theanthradteroadsisezcenive,  hut  they  hold  that  the  excess  is  chiefly  in  the  form  of 
stocks  receiring  no  dividends.  In  various  recent  reorganixatione,  such  as  that  of  the 
Grie  and  the  Reading,  there  has  been  no  reduction  of  capitalization,  but  the  fixed 
charges  have  been  reduced,  bonds  being  either  issued  at  lower  interest  or  converted 
into  stocks.* 

Daration  of  eoai  tuppiy  cotd  eoil  of  mmtn^. — Witnesses  diSer  as  to  the  ainiount  of 
anthracite  coal  still  remaining  in  the  ground.  Estimates  as  to  the  duration  of  the 
supply  at  present  latee  of  production  range  from  SO  to  200  years.  The  mines  in  the 
Wyoming  field,  which  were  the  most  acceemble,  are  being  rapidly  worked  out,  and 
the  great  reserve  is  in  the  Southern  or  Schuylkill  field,  where  the  Reading  Company 
has  very  large  coal  holdings.  In  this  field  the  coal  lies  deeper  and  in  thinner  seams, 
and  it  ia  much  more  expensive  to  mine.  The  late  president  of  the  Reading  Company 
sayH  that  one  of  the  chief  reasons  why  it  has  not  developed  its  lands  more  rapidly  ia 
because  the  cest  of  mining  was  so  much  ereater  that  coal  could  not  be  produced 
profitably  in  competition  with  other  fields.  In  the  future  the  more  difficult  mines 
will  have  to  be  worked,  and  the  Beading's  lands  will  become  more  valuable. 
In  view  of  these  conditions  as  r^arda  the  distribution  of  the  anthracite  supply, 
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witoemee  agree  in  holding  that  the  coet  of  mining  bae  advanced  in  the  past  and  will 
steadily  advance  in  the  fatare.  The  improvementa  in  methods  of  mining  and  han- 
dling coal  do  not  keep  pa«c  with  the  added  difficultdee  arising  from  the  necnsit^  ot 
raining  deeper  and  leee  satisfactory  seams.  The  price  of  coal  will  neceaearily  advance 
hereafter,  it  is  miuntained,  if  it  ie  to  be  mined  profitably  at  all,  although  the  advance 
will  be  slow.  One  prominent  witness  donbta  whether  the  ootpat  of  the  anthracite 
mines  will  ever  be  mncti  greater  in  a  year  than  at  preeeak 

It  ie  pointed  out  that  the  more  eacdly  worked  veins  have  already  been  exhausted, 
and  that  mines  now  are  deeper  and  in  many  cases  are  working  much  thinner  veins 
of  coal.  For  these  reasons  there  is  greater  expense  in  lifting  cool,  in  pumping 
water,  in  sinking  shafts,  and  in  various  other  directions.  The  coet  of  establishing  a 
working  colliery  plant  ie  said  to  have  risen  greatly,  the  cost  in  some  cases  at  present 
being  no  less  than  $1,000,000.  As  to  the  average  cost  of  mining  at  present,  no  defi- 
nite statements  were  made,  several  witnesses  asserting  that  it  is  very  difficult  to 
ascerttUn  the  costs,  and  particularly  that  there  are  very  great  differences  as  between 
different  mines.  Mr.  HcLeod,  former  president  of  the  Reading  Company,  says  tttat 
he  eistimates  the  cost  at  the  mine  at  f  1.59  per  ton,  while  by  paying  interest  on  the 
value  of  coal  lands  the  coet  ia  brought  up  to  (1.00  per  ton.  The  average  freight  rate 
he  eetimatM  at  $1.50  per  ton  to  tide  water.  The  average  price  at  tide  water  for  20 
years  has  been  |3.46.' 

The  anthraciu  eoai  itriie  oj  1900.— Mr.  Steams,  of  Coxe  Brothers  ft  Co.,  explains 
the  nature  of  the  demands  ot  the  miners  in  the  strike  of  1900.  About  1875  there  was 
an  agreement  between  the  operators  and  the  miners,  by  which  wages  were  to  rise 
and  fall  with  the  price  of  coal  at  tide  water.  ThebasiBwas  at  the  price  of  (5  per  ton. 
For  every  advance  or  decline  of  10  cents,  wages  were  to  rise  or  foil  1  per  cent.  The 
price  of  coal  fell  so  greatiy  that  the  operators  made  concessions,  treating  the  fr^ht 
i«te  tram  the  coal  mines  to  tide  water  as  equaling  $2.60,  the  rate  prevailing  in  1875, 
iustead  of  the  actually  much  lower  figure.  The  miners,  however,  demanded,  in  1900, 
that  the  entire  sUding-scale  system  be  abandoned,  and  that  vragee  be  rused  10  per 
cent  above  the  existing  rates,  while  the  price  of  powder  should  be  reduced  to  $1.60. 
These  demands  wsre  finally  granted  by  the  employers. 

Most  of  the  witnesses  do  not  discuss  the  strike  in  any  detail.  Several  officers  of 
railroads  and  operators  think  that  the  demands  wero,  on  the  whole,  Just,  but  others 
bold  that  they  were  excessive,  and  that  the  producers  can  not  permanently  recoup 
themselves  for  the  advance  in  wages  by  additions  to  price.  It  is  quite  generally 
admitted,  however,  that  the  shortage  of  coal,  caused  by  the  snspeDsion  of  work  in 
the  busy  season,  permitted  the  advance  of  price  suffidentiy  for  the  time  being 
to  benefit  the  railroads  and  the  operators.  One  or  two  witoesses  complain  of  the 
agitetore  who  came  from  outside  the  r^on  and  induced  the  miners  to  join  the 
labor  organization  known  as  the  United  Mine  Workers,  and  to  enter  the  strike. 
Mr.  Steams  asserts  that  the  men  of  his  mines  were  satisfied,  but  that  they  were 
assaulted  and  intimidated  until  the  mines  tiod  to  cIom.  There  is  some  discussion 
among  witnesses  as  to  the  desirability  of  arbitration  in  the  case  of  such  a  dispute 

<  HcLeod,  pp.  US,  bTO,  fiTI;  Qreeoe,  p.  47C:  Fleming,  p.  540;  Thomu.  p.  Kl>:  Steami,  pp.  BM.  EM, 
fiW;  Walter,  pp.  ba.  MT;  S&wacd,  pp.  Ml,  G1&:  Harrii,  pp.  606.  S07. 
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630:  Fleming,  p.  M2(  McLoort,  pp.  671-676;  Barria,  p.  fill. 


,db,Googlc 


BEVIEW   OF   EVIDKNOB. 


TICKET  BROKEEUGE. 


Mr.  Ijndenberger,  chainnan  of  the  iwmmtttee  on  hortile  legislatJon  of  the  Ameri- 
can Ticket  Brokera'  Aeeociation,  gave  very  extended  testimony  before  the  Induatrial 
Commission  on  the  Bubject  of  ticket  brokerage.  PmcUcally  no  testimony  from  the 
railroad  standpoint  is  presented  in  this  volume,  and  reference  should  be  made  to  the 
dtBcoBBion  of  the  subject  in  the  earlier  volume. 

General  nature  of  bumnem. — Mr,  Lindenberger  statee  that  it  is  the  bnsinees  of  ticket 
brokera  to  bay  pawenger  tickets  from  railways  and  from  passengers,  and  to  sell  them 
to  travelers  below  the  published  tariff  rates.  The  business  depends  upon  the  fact 
that  there  are  differences  in  ratee  per  mile  on  different  kinds  of  tickets,  and  for  dif- 
ferent distances.  Through  tickets  are  sold  at  reduced  rates  as  compared  with  local 
tickets,  and  brokers  handle  unused  coupons  for  parts  of  through  jonmeys.  The 
return  coupons  of  excursian  and  special  return  tickets  are  also  bought  and  sold. 
One  of  the  chief  elements  in  the  business  has  been  the  handling  of  mileage  books. 
Brokers  would  buy  mileage  books  from  the  railroads  and  allow  passeogers  to  use 
parts  of  them.  Many  of  theee  books  are  good  in  the  hands  of  the  bearer,  even  where 
printed  regulations  nominally  restrict  them  to  the  purchaser  or  his  family.  At 
present,  especially  in  the  central  and  western  part  of  the  country,  mileage  books 
interchai^eable  upon  numerous  railroads  have  been  introduced,  and  these  are  so 
arranged  that  they  can  be  used  only  by  the  actual  purchaser,  who  gets  a  rebate  on 
showing  that  he  has  uned  np  the  mileage.  This  arrangement  prevents  dealing  in 
these  books  by  ticket  brokers. 

This  witness  states  that  brokers  correspond  with  one  another,  supplying  sheets 
showing  what  tickets  they  have  available,  so  that  a  broker  in  one  city  can  make  a 
through  rate  by  nsing  a  ticket  which  he  has  to  a  given  point,  and  arranging  with  a 
broker  there  to  sapply  a  ticket  to  the  destination.  By  such  practices  ticket  brokers, 
through  their  superior  knowledge  of  rates  made  throughout  the  country,  often  suc- 
ceed in  giving  passengers  Information  as  to  low  ratee  which  they  would  not  other 
wise  be  able  to  take  advantage  of. 

Ticket  brokera  are  able,  according  to  this  witness,  to  save  money  to  passei^^ers 
selling  their  tickets  and  to  those  buying  as  well.  The  claim  that  railroads  redeem 
the  unused  parts  of  their  tickets  at  the  full  value  is  only  partly  true,  A  ticket  from 
New  York  to  Chicago  costs  (17,  while  the  rate  from  New  York  to  Buffalo  is  $8,  and 
from  Bufialo  to  Chicago  tl2.  The  r^lroad  will  pay  the  passenger  f9  for  the  coapon 
from  Buffalo  to  Chicago,  while  the  broker  would  give  him  flO,  and  sell  It  for  $11. 
The  return  coupons  on  escuraion  tickets  sold  tor  one  fare  for  the  round  trip  have  no 
redemption  value. 

Support  of  ticket  brokerage  by  railroaiU. — Mr.  Lindenberger  asserts  further  that  the 
greater  part  of  the  business  of  ticket  broken  is  carried  on  with  the  support  and 
coimivance  of  the  railroads.  This  was  especially  true  before  about  1896;  since  then 
nulroads  are  so  in  harmony  and  maintain  rates  so  strictly  that  they  are  less  tempted 
to  secure  the  services  of  brokere.  The  motive  of  railroads  in  this  practice  is  to  get 
competitive  businen,  and  that  is  perfectly  legitimate.  Through  the  broken  they 
can  cut  rates  secretly,  or  even  without  cutting  ratee  they  can  sell  more  tickets  because 
of  the  employment  of  such  agents.  The  witness  does  not  think  that  brokers  conld 
carry  on  buaness  profitably  without  some  such  support  from  the  railroads. 

Legitimacy  of  brokerage  buMness. — Mr.  Lindenberger  asserts  emphatically  that  the 
hosines  of  ticket  brokerage  is  entirely  legitimate.  It  a  railroad  makes  a  reduced 
raleforany  class  of  tickets,  it  ought  to  make  nodifference  to  it  who  uses  the  ticket  or 
■ny  part  of  it  The  supreme  court  of  New  York  has  held  that  this  was  a  normal  bnrf- 
ness,  and  that  if  a  railroad  company  undertook  to  carry  the  holder  of  a  ticket  from 
one  place  to  another  for  agiven  rate,  it  cost  no  more  to  carry  one  person  than  another. 
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Mr.  Lindenberger  deniee  the  weight  of  the  chaif^  that  broken  sell  forged  and  fraud- 
ulent tickets  and  tickets  with  altered  datee,  and  that  they  resort  to  other  illegitimate 
pnicticee,  sach  as  peisuoding  condactors  not  to  cancel  tickets,  but  to  sell  them.  He 
asserts  that  lostancee  of  (mad  ore  eztremelj  rare,  if  they  occur  at  all.  The  American 
Ticket  BrokoTB'  Aaeociation,  which  includes  336  membere,  has  in  its  constitutioii  a 
declaration  that  no  member  eholl  engage  in  any  practice  which  shall  bring  discredit 
upon  the  profeeaion.  ITnleaa  by  apedflc  contract  with  the  paseenger  in  writing,  mem- 
bera  must  gnarantee  to  paaaengera  that  their  tickets  will  be  honored.  Hr.  Linden- 
bei^er  asserts  that  no  member  of  the  association  has  ever  been  arreeted  for  fraud  or 
charged  with  it,  and  that  even  nulroad  officera  will  certify  to  the  high  character  of 
these  brokers.  He  adds  that  the  charges  brought  oguiuHt  ticket  brokers  by  raili^Htde 
are  not  usually  specific,  and  seldom  mention  names. 

This  witueea  denies  also  that  there  is  any  general  public  antipatby  to  the  bosineaB 
of  ticket  brokerage.  He  asserts  that  the  petitions,  and  the  resolutions  of  commer- 
cial bodiee,  brought  to  bear  by  railroad  companies  in  advocating  l^pslation,  are 
secured  by  great  pressure  and  are  not  typicaL  The  railroad  companies  themselves 
recognize  that  antiscalping  laws  are  not  popular  with  the  maasea.  The  agitation  in 
favor  of  antdscatping  laws  has  been  most  vigorously  carried  on  by  the  railroad  com- 
panies in  recent  years  before  Congress  and  the  State  legisUtures,  but  they  have  suc- 
ceeded in  inducii^;  only  ten  States  to  pass  these  laws.  In  New  York  and  Texas  the 
laws  have  been  declared  unconstitutional,  and  in  the  other  States  they  are  dead 
letters.  The  witness  asserts  that  newspapers  which  attack  ticket  brokers  are  directly 
inspired  by  the  railroads,  many  of  their  articles  being  in  almost  identical  form,  and 
that  many  other  leading  papers  have  defended  the  brokers.  L«bor  organizationB 
also  are  almoet  uniformly  in  favor  of  permitting  brokerage.  The  witness  would  be 
willing  that  the  Government  should  require  a  license  for  ticket  brokers,  and  sub- 
mit them  h)  any  reasonable  regulations,  but  he  does  not  think  that  the  prohibition 
of  the  practice  is  justifiable  or  constitutional. 

GOVERNMENT  OWNEBSHIP  OF  RAILROADS  AND  PUBLIC  UTnjTIES. 

Prof.  Frank  Parsons,  president  of  the  National  Public  Ownerahip  League,  presented 
before  the  Industrial  Commission  an  elaborate  argument  in  favor  of  the  Goyemment 
ownership  of  public  utilities  in  general,  and  with  especial  reference  to  railroads,  tele- 
graphs, and  telephones.'  The  general  arguments  which  he  brings  forward  apply, 
in  hie  opinion,  with  somewhat  varying  degrees  of  emphasis,  to  all  these  clasBee  of 
public  utilities,  as  well  as  to  gas  and  electric  lighting  plants,  street  raUways,  and 
other  similar  enterprises  in  cities.  Officers  of  railroads  ^ve  little  testimony  on  this 
subject,  apparentiy  considering  Government  ownership  of  railways  not  a  Uve  queotioa 
at  present.  The  discussion  of  tel^^aphs,  telephones,  and  municipal  monopolies  in 
pArticular  in  which  several  other  witnesses  take  part  is  summarised  below. 

General  pnnc^>le»  tmd  teape  of  Qovemment  ovmenhip. — Professor  Parsons  holds  that 
the  relative  merits  of  public  and  i»ivate  ownership  of  railways  and  other  otilitiee 
must  be  judged  not  merely  by  rates  and  costs  of  operation,  nor  by  finandat  results, 
but  by  the  general  effect  on  civilization,  government,  and  progress.  He  says  that 
under  private  ownership  material  interests  alone  ore  considered,  and  that  the  inter- 
ests of  the  ownen  of  the  utilities  are  the  first  aim,  often  to  the  great  injury  of  the 
public.  Not  merely  do  excessive  rates  result  from  this  aim,  but  there  are  many 
other  evils,  such  as  discriminations  between  individuals  and  places  in  the  charges 
and  quality  of  service,  overcapitalization  and  stock  speculation,  ill  treatment  of 
abor,  disr^ard  of  public  safety,  etc  Go  the  other  hand,  under  Government  owner- 
phtp,  according  to  this  witness,  the  aim  in  the  operation  of  public  utilities  should  be 
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to  serve  the  intereeta  of  the  whole  people  and  not  to  make  money,  and  in  conntries 
where  that  system  ie  most  highly  developed  the  results  have  shown  that  this  aim  is 
actually  constantly  operative  in  the  management 

Bala  and  amU  of  operation  wider  Oovenanent  and  prniote  wrmoe.— Professor  Panons 
anerts  that  the  general  principle  of  rate-making  nnder  private  ownership  of  natnral 
miMiopoliee  is  to  fix  the  charges  at  the  point  tiiat  will  secure  the  maximum  profit, 
whichisiMitiwnallythe  point  either  of  lowest  cost  of  operation  or  of  mazimmn  use  of 
the  service.  Public  ownership  seeks  a  lower  rate  level  with  a  view  to  reducing  the 
oist  to  the  lowest  possible  point  by  increasing  the  service,  the  endeavor  being  to  render 
the  maximum  service  at  the  lowest  coat  of  profitable  operation.  The  witness  points  out 
□omerons  instances  in  which  governments  have  taken  over  the  operation  of  railroads, 
t«legraphfi,  and  other  enterprises,  and  have  immediately  reduced  the  charges  greatly 
as  compared  with  those  formerly  prevailing.  He  also  compares  the  average  rates 
for  haolings  ton  of  freight  a  mile  in  the  United  Stat«e  and  leading  European  coun- 
tries, aa  well  as  the  average  rates  per  passenger  mile.  These  figures  show  the  rates 
on  passenger  traffic  in  Enrope  from  one-foorth  to  one-balf  less  than  in  the  United 
States,  but  American  rat«s  on  freight  traffic  from  40  to  TO  per  cent  lower  per  ton- 
mile  than  In  the  European  countries  named. 

It  is  held,  however,  that  the  comparison  as  to  freight  rates  is  greatly  affected  by 
the  much  longer  haul  of  each  ton  of  freight  in  the  United  Statue,  more  than  double 
the  average  hanl  in  most  of  the  other  countries.  Terminal  charges,  bung  an  impor- 
tant element  of  oast,  are  proportionately  less  per  ton  per  mile  in  the  case  of  the 
longer  haul.  The  witnea  declares  also  that  proper  comparisons  as  to  charges  are 
entirely  impractical  because  of  the  extremely  wide  diSerence  In  conditions  of  cost 
as  between  different  countries.  Even  if  it  be  shown  thst  the  service  is  more  efficient 
and  cheapw  in  the  United  States,  this  would  be  largely  dne  to  the  superior  ability 
of  American  workingmen  and  businen  managers,  a  superiority  which  shows  itself 
as  tnuch  in  contrast  with  private  enterprises  abroad  as  with  public  enterprises,  The 
only  fair  comparisons  are  within  a  single  country,  and  the  fact  that  countries  which 
have  gone  to  public  ownership  are  all  uniformly  satisfied  with  it  and  tend  con- 
stantly to  extend  its  scope  shows  that  it  is  the  beet  system.  Professor  Parsons  holds 
also  that  there  are  numerous  and  important  economies  attached  to  unified  man- 
agement by  government  and  to  coordination  iMween  different  forms  of  public  serv- 
ice. He  believes  that  by  the  savings  secured  in  this  manner,  and  by  avoiding  the 
payment  of  interest  on  overcapitaliied  securities,  the  United  Slates  ootild  save 
1600,000,000  yearly  to  the  people  by  public  management  of  railroads. 

PvHie  ownenhip  in  rdaium  to  poKtict.— Professor  Parsons  believes  further  that 
instead  of  increasing  the  ilanger  of  political  corruption  Government  ownership  of 
pnblic  utilities  tends  to  reduce  it  He  declares  that  the  powers  now  eierdsed  by 
quad  pnbUc  corporations,  such  as  railroads,  are  essentially  sovereign  powers.  Their 
charges,  not  being  subject  to  competition,  in  many  instances  are  virtually  taxes. 
Their  ability  to  influence  the  prosperity  of  individaab  and  communitiee,  to  qualify 
the  eflecte  of  a  protective  tariS  by  excessively  low  import  rates,  etc.,  shows  the 
necessity  of  public  r^nlation.  Moreover,  at  present  the  corporations  operating  these 
public  utilities  are  constantly  tending  to  corrupt  legislative  bodies  and  public  officers, 
national.  Slate,  and  mnnidpal,  in  order  to  secure  ftanchises  and  other  advantages. 
Finally,  the  tendency  of  private  ownership  of  railroads  and  other  similar  enterprises 
is  to  build  up  great  private  fortunes,  thereby  introducing  a  degree  of  indostrial 
inequality  which  is  inconsistent  with  democracy  in  political  methods  and  in  education. 
This  witness  does  not  lear  greotiy  the  political  dangers  arising  from  an  increase 
in  the  uomber  of  dvil  servants  through  an  exten^on  of  Government  ownership.  He 
would  apply  strict  methods  of  examination  for  entrance  into  service  and  for  pro- 
motion. While  he  wonld  favor  the  granting  of  very  favorable  conditions  of  employ- 
ment to  Government  servanta,  he  does  not  think  that  this  would  ooaatitute  tixe 
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unjoat  eetAblishment  of  a  favored  office  c)aaa.  He  does  not  believe  that  the  offiet^ 
holders  would  be  a  l&n(e  enough  proportion  of  the  population  to  exerciaeadacgeroun 
political  influence  at  the  polls,  nor  that  their  own  liberty  would  be  abri<^ed  through 
the  inflnence  of  party  leaden  and  superior  officeiB.  He  points  to  New  Zealand,  the 
English  citiee,  and  other  governments  which  have  greatly  extended  goveminent 
ownership,  as  showing  the  possibility  of  minimizing  or  eliminating  these  evils. 

DetirabUity  offfradaal  movement  toward  Qovernment  oxanenhip. — In  spite  of  his  argu- 
ments aa  to  the  benefits  of  (TOTemmentownerBhip,Profe«orPar9onsdoes  not  believe 
that  the  United  States  is  ripe  as  yet  for  public  ownership  of  railroads.  We  need  to 
become  more  thoroughly  democratic  in  government,  to  secure  for  the  people  more 
genuine  control  over  public  affaire  before  greatly  increasing  Government  ownership. 
It  wonld,  however,  be  dedrable  at  an  early  day,  if  not  immediately,  to  acquire  the 
telegraph  and  telephone,  and  municipalities  should  move  steadily  toward  the  public 
ownership  of  monicipal  utilitJee.  The  witness  believes  that  there  is  a  very  rapid 
growtl)  of  eentinient  in  favor  of  public  ownerahip,  and  asserts  that  in  this  as  in  other 
countries  the  actual  extent  of  public  fonctiona  is  steadily  increasing.  In  his  judg- 
ment the  beet  way  for  the  Government  to  acquire  the  tel^raph  or  the  railroads 
wonld  be  to  bc$;in  by  buying  ap  or  constmcdng  a  part  of  the  system,  and  then  gradu- 
ally to  extend  the  scope  of  the  public  ownerahip.  He  would  &vor  paying  to  the 
owners  of  the  present  plants  the  full  value  of  thdr  plants  as  indicated  by  the  market 
prices  of  securittes,  even  although  in  many  instances  the  enterpriaea  are  greatly 
overcapitalized. 

The  question  as  to  the  proper  basis  of  charges  for  the  service  of  public  utilitiee  is  also 
diacuased  by  this  witness.  He  aaeerta  that  it  is  not  necessarily  a  universal  economic 
principle  that  the  charges  should  be  sufficient  to  pay  the  costs.  It  may  be  that  the 
great  extension  of  the  use  of  the  service  would  be  of  aufficient  general  advantage  in 
promoting  intelligence,  dvilization,  and  happiness  as  lo  justify  the  reductjon  of 
charges  below  cost  while  making  up  the  deficit  through  taxation.  The  movement 
of  Government  service  in  the  past  has  been  steadily  toward  doing  away  with  the 
principle  of  payment  by  the  individual  as  regards  services  which  are  most  essential 
to  the  general  welfare.  The  witoesa  thinka,  however,  that  in  general  at  the  present 
time  the  charges  for  the  ordinary  so-called  public  atilities — railroads,  street  railways, 
lighting  plants,  telegraphs,  etc. — should,  under  Government  management,  be  suffi- 
cient to  cover  the  cost  of  operation,  and  that  these  plants  might  even  he  required  to 
contribute  taxes  toward  the  general  public  administration,  as  they  have  done  under 
private  ownership. 

TELEGRAPH  BUSINESS. 

Professor  Parsons'  and  Meaara.  Randall*  and  Roberts,'  the  latter  two  representing 
the  International  Typc^raphical  Union,  appeared  before  the  Induatrial  Commission 
as  advocates  of  Government  ownership  of  telegraphs,  while  Mr.  Hitehcocb  urges  the 
adoption  of  the  same  system,  especially  in  connection  with  the  use  of  improved 
methods  of  antomatic  opeistion,  such  as  the  system  invented  by  Mr.  P.  B.  Delany. 
Mr.  Clark,*  vice-president  of  the  Western  Union  Telegraph  Company,  and  Mr. 
Chandler,'  president  of  the  Postal  Telegraph  Company,  gave  testimony  on  the  same 
subject. 

Alleged  exceuire  capilaliuitUm  and  ekarget. — It  is  admitted  that  the  telegraph  busi- 
nesB  of  the  country  is  ptsctically  all  carried  on  by  the  two  companiesjust  named,  and 
that  they  work  more  or  leas  in  harmony  with  one  another.  While  they  have  no 
definite  understanding  or  agreement  fixing  rates,  there  is  an  understanding  that 
secret  reductions  in  rates  ahall  not  be  made;  and  at  the  time  the  agreement  was  first 
established,  in  1SS6,  certain  specially  low  rates  which  had  previously  prevailed  were 
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abandoned.  Representatives  of  the  companiee  aaeert  that  in  meet  more  important 
places  there  ia,  in  a  sense,  competition  between  them.  A  table  Bubmitted  by  Mr. 
Clark,  however,  ahons  that  average  receipts  per  meaaage  have  not  been  reduced  aoee 
1868.  Mr.  CSiaadler  believes  that  onifled  ovnerahip  of  the  entire  ayatem  would  be 
prefeiKble  from  the  point  of  view  of  economy,  bat  that  the  public  oppomtion  to 
monopoly  would  not  make  it  good  policy. 

The  advocstee  of  Qovemment  ownership  asBert  that  the  chaigea  of  the  telegraph 
compMniee  are  extortionate  as  compared  with  the  rates  in  European  countries  and  as 
compared  with  the  actual  cost  of  operation.  It  is  charged  especially  that  the  Western 
Union  Telegraph  Company  is  enormously  overcapitalized.  Its  present  capitaliza- 
tion, including  stocks  of  minor  companies  which  it  has  guaranteed,  is  $136,000,000. 
These  witnessee  point  out  that  from  time  to  time  since  1868  very  large  stock  dividends 
have  been  declared  by  the  company,  and  they  hold  that  at  the  time  oC  the  various 
conaolidatiooB  with  other  companies  the  etocka  have  been  increased  entirely  out  of 
proportion  to  the  value  of  the  new  property  taken  in.  They  main^in  that  the 
growth  of  the  ayatem  has  been  almost  wholly  paid  for  out  of  eaminga,  while  at  the 
same  time  ample  dividends  on  inflated  capitalization  have  been  earned.  It  is 
anerted  that  at  the  maximum  the  lines  of  the  Western  Union  Company  could  be 
duplicated  for  $30,000,000.  In  Ohio,  when  the  attempt  was  made  to  increase  the 
aeeeasment  of  the  company's  lines,  it  took  the  matter  into  court  and  claimed  that 
the  average  cost  per  mile  of  polee  in  that  State,  with  all  the  wires,  including  stations 
and  equipment,  was  only  $103,  which  would  make  the  190,000  or  200,000  miles  owned 
by  the  company  worth  about  $20,000,000.  One  witnew  also  quotes  figures  from  the 
reports  of  the  Weetem  Union  Company  showing  the  cost  of  constructing  of  the  total 
amonntn  of  line  added  in  certain  recent  years  to  have  been  leea  than  $100  per  mile 
of  poles  and  $50  per  mile  of  wire.  He  aJso  refers  to  statements  of  telegrt^b  experts 
to  somewhat  similar  effect. 

Mr.  Clark  denies  emphatically  that  the  Western  Union  Company  is  overcapital- 
iied.  He  says  that  the  capitalication  of  the  company  amounts  to  $645  per  mile  of 
poles  and  $130  per  mile  of  wire.  He  asserts  that  to  say  that  lines  could  be  repro- 
duced for  $120  or  $130  per  mile  is  preposterous.  On  many  Itnee  there  ore  very  many, 
sometimes  as  many  as  200  wires,  which  greatly  increase  the  cost,  while  terming 
and  underground  constructioD  in  cities  are  very  expensive  and  most  be  included. 
At  the  same  time  the  witness  declaree  that  it  is  impossible  to  state  the  average  cost 
of  Gonstmctiug  a  mile  of  poles  with  one  wire  because  of  the  great  difference  in  local 
conditions.  The  company  has  spent  from  $50,000,000  to  $60,000,000  in  renewals  and 
recoQstmctione  since  1866.  Mr.  Clark  also  compares  the  capitalization  of  the  Ameri- 
canlincs  with  those  in  Great  Britain,  showing  that  the  capital  outlay  of  the  British 
Government  is  about  twice  as  great  per  mile  as  that  of  the  Western  Union  Com- 
pany. On  this  point,  however.  Professor  Parsons  remarks  that  the  British  Govern- 
ment when  it  bought  out  the  lines  from  private  companies  paid  four  times  as  much 
Mthey  were  worth. 

The  rates  for  commercial  telegrams  in  the  United  States  are  all  baaed  on  the  mes- 
sage of  ten  words,  the  address  and  signature  being  sent  tree.  The  rates  between 
New  York  and  Philadelphia  and  a  few  other  near  and  important  centers  are  20cent8 
for  a  ten-word  message,  with  J  cent  for  additional  words.  From  New  York  to  adja- 
centBtates,  within  New  England,  and  within  many  of  the  more  densely  populated 
States,  the  rate  is  25  cents,  with  2  cents  for  extra  words.  From  this,  rates  range  up 
tofl.07,  to  the  Pacific  coast.  The  average  receipts  of  the  Western  Union  Tel^raph 
Company,  for  meesages  of  all  lengths  and  covering  all  diSerent  diatanlces,  during  1900 
were  30.8  cents. 

The  rate  per  word  for  measles  in  Great  Britain,  from  any  point  to  any  point, 
regardlea  of  distance,  is  stated  to  be  1  cent,  the  minimum  charge  being  12  cents, 
and  the  average  receipts  for  messages  of  all  lengths  actually  sent  being  l&l  centa.- 
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The  rate  in  France  is  1  cent  per  word,  minimum  charge  10  cents,  and  average 
receipts  for  all  meeBSgee  15}  cents.  In  Germany  the  ordinary  rate  per  word  Je  l)- 
cents,  and  the  minimum  charge  12  cents.  The  rates  in  Belgium  and  Switzerland 
are  very  much  lower  still,  while  those  in  Austria  ore  practically  the  same  as  in 
France. 

Mr.  Clark  gives  practically  the  same  statements  as  to  actual  rates  as  witneseee  who 
favor  government  ownership.  He  claims,  however,  that  by  sending  the  address 
and  signature  free  the  Western  Union  Telegraph  Company  handles  on  the  average 
21  words  for  a  10-word  message,  and  that  the  rate  for  an  equal  number  of  words  in 
European  countries,  where  every  word  is  charged  tor,  would  be  uaoally  about  21 
cents,  while  in  many  parts  of  the  United  States,  including  distances  as  great  as  can 
possibly  be  reached  within  many  of  the  European  countries,  the  rate  is  25  cents.  He 
asserts  especially  that  the  average  distances  to  which  messages  are  transmitted  in 
these  fore^  countries,  with  their  dense  population,  are  much  lew  than  in  the 
United  States,  and  that  distance  is  an  important  factor  in  estimating  cost,  especially 
because  of  the  interest  on  the  lines.  On  this  latter  point  Professor  Parsons  asserts 
that  the  interest  can  not  greatly  affect  charges,  on  the  basis  even  of  the  high  capital- 
ization of  the  Western  Union  Company.  He  also  declares  that  the  proper  basis  of 
comparison  is  not  the  cost  of  sending  a  possible  21  words  on  a  10-word  rate — though 
be  quotes  earlier  statements  of  telegraph  officers  to  show  that  the  average  number  of 
words  sent  in  the  United  States  is  considerably  less — but  the  number  of  words  actu- 
ally sent  per  message.  The  average  number  for  all  messages  in  Great  Britain  is  only 
15.  The  actual  average  receipts  for  all  messages,  he  says,  are  at  least  twice  as  great 
in  the  United  Statei  as  in  moat  European  countries. 

Mr.  Clark  also  calls  attention  to  the  fact  that  the  British  Government's  tel^ntph 
has  been  operated  at  a  deficit  constantly,  the  aggregate  deficit  since  1670  being  neariy 
$40,000,000.  This  deficit  he  attributes  to  the  unduly  low  rates,  and  especially  to  the 
attempt  to  reach  small  and  inaccessible  placeewhere  business  does  not  pay.  To  this 
it  is  replied  that  there  is  no  certainty  as  to  the  correctness  of  the  division  of 
expense  between  the  British  poet-offlce  and  telegraph  departments;  that  the  deficit 
is  largely  explained  by  the  eicesdve  price  paid  for  the  lines  bought  out  by  the  Govern- 
ment, entailings  heavy  interest  charge;  and  finally  that  the  British  Govemnient  has 
added  each  year  to  the  operating  expenses  the  cost  of  extensions  and  improvements, 
which  are  represented,  in  the  case  of  the  American  companies,  by  new  capital.  If 
these  expenses  for  construcdon  lie  omitted,  according  to  this  witness,  the  total  British 
deficit  is  very  small,  and  in  many  years  there  has  been  a  profit. 

Mr.  Clark  also  compares  rates  from  various  European  capitals  and  leading  dties  to 
leading  cities  in  other  countries  and  shows  that  they  are  much  higher  than  rates  for 
certain  corresponding  distances  in  the  United  States.  Other  witnesses,  however, 
declare  that  comparisons  of  international  rates,  where  messages  must  pass  over 
the  lines  of  diSerent  countries,  are  not  fair,  but  that  only  internal  rates  should  be 
compared  with  internal  rates  in  the  United  States. 

Mr.  Clark  declares  finally  that  the  Western  Union  Telegraph  Company  has  con- 
stantly endeavored  to  reduce  rates  as  rapidly  as  possible  with  due  re^ird  to  earning 
a  reasonable  profit  He  points  out  very  great  reductions  in  rales,  especially  to  more 
distant  points,  since  1866,  attributing  this  reduction  especially  to  the  consolidation  of 
previously  separate  linea  A  table  submitted  by  Mr.  Clark  shows  the  average  tolls 
received  per  message  by  the  Western  Union  Telegraph  Company  since  1868.  These 
figures  are  obtained  by  dividing  the  total  receipts  of  the  company  from  ordinary 
mesHBges  by  the  total  number  of  ordinary  messages,  so  that  the  average  includes 
messages  of  all  lengths  sent  for  all  distances.  The  average  tolls  received  in  1868  were 
S1.047  per  message.  By  1875  the  average  had  fallen  to  54  cents  and  by  1S80  to  38.4 
cents,    Theaverage  rec«iptsinl885were32.1centB;  mtS87,30.4cente.    Thereceipts 
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rcwein  1800  to  32.4  cents.    Since  1895,  when  the  average  receipts  were  30.7  <:entB, 
there  has  been  piactically  no  change  from  year  to  year. 

Mr.  Clark  declaree  that  while  further  reduction  in  ratee  would  doubtleea  increase 
bosineaa,  it  would  not  be  profitable,  because  the  wires  are  already  being  used  at 
their  full  capacity.  It  ii  asserted,  on  the  other  hand,  that  PoBtmaster-General 
Wamunaker  was  led  to  believe  that  a  unitorm  26-cent  rate  throughout  the  country 
would  be  largely  profitable  to  the  telegraph  oompaniea  and  that  a  10-cent  rate  would 
be  pwBible  under  Govemmeut  ownerehip  by  operation  in  connection  with  the 
postal  HyHtem.  One  witnes  also  aaserte  that  the  manager  of  the  former  Baltimore 
and  Ohio  Telegraph  Company  said  that  it  operated  at  a  profit  while  chaif^ing  only 
10  cents  for  many  shorter  distanoee  and  16  cents  between  New  York  and  Chicago. 
Oerteral  argument  for  Government  mnnerthrp. — The  advocates  of  Government  owner- 
ship, Mr.  Randall,  Mr.  Eoberte,  and  Professor  Parsons,  base  their  argument  chiefly 
upon  the  possibility  of  reducing  rates  if  the  Govemmeut  should  take  over  the  service 
and  consider  the  iuterests  of  the  public  rather  than  the  earning  of  dividends  on  an 
excessive  capitalization.  They  maintain  that  it  is  the  constitutional  right,  and  even 
duty,  of  the  Government  to  control  the  meaneof  communication  by  telegraph  as  well 
as  by  the  muls.  They  assert  especially  that  there  would  be  great  economy  from 
combining  t^e  telegraph  with  the  post-ofBce,  since  the  offices  conld  be  in  the  same 
buildings  and,  in  many  cases,  the  same  employees  could  carry  on  both  ctaasee  of 
service.  It  Is  held  that  the  success  of  the  Government  in  administering  the  postal 
Hvstem  is  safflcient  evidence  of  its  ability  to  manage  the  tel^rsph,  and  that  the 
experience  of  leading  countries  the  world  over,  nearly  all  of  which  have  brought 
the  telegraph  under  Government  operation,  is  in  favor  of  the  introduction  of  that 
system  here. 

Mr.  Chandler,  of  the  Postal  Telegraph  Company,  is  disposed  to  think  that  the 
GoverrimeDt  could  probably  operate  the  telegraph  successfully,  and  that  this  wonid 
be  especially  true  if  it  were  able  to  secure  an  efficient  civil  service.  Mr.  Clark,  on 
the  other  hand,  believes  that  Government  operation  would  result,  as  it  has  in  Great 
Britain,  in  a  deficit,  and  that  the  service  would  be  unsatisfactory.  He  asserts  that 
there  is  a  marked  difference  between  tbe  poet-office  and  the  telegraph.  The  post- 
office  authorities  make  use  of  private  means  of  transportation,  so  that  little  capit&l  is 
involved,  while  the  extension  of  the  telegraph  involves  a  large  capital  investment 
This  witness  holds  that  there  wonId  be  little  economy  from  combination  of  the  post- 
offlce  and  the  tel^raph,  since  in  most  small  places  the  postmasters  would  not  be 
skilled  operatore.  There  would  be  a  constant  temptation  under  local  pressure  to 
extend  lines  to  places  where  they  would  not  be  profitable,  while  the  increase  in  the 
number  of  employees  in  the  civil  service  would  lead  to  abuses. 

Witnesses  who  favor  Government  ownership  assert  that  most  of  the  Postmasters- 
General  since  1844  have  favored  the  postal  telegraph. 

A  Ueged  dacrimmaliojui  and  other  abiuei. — The  advocates  of  Government  ownership 
further  maintain  that  the  Western  Union  Telt^raph  Company  is  mainly  responsible 
lor  the  alleged  news  monopoly  possessed  by  the  Associated  Press.  It  is  chained  that 
the  tel^tsph  company  serves  the  papers  of  the  Associated  Press  at  very  much  lower 
rates  than  it  serves  individual  papers  or  small  groups  of  papers  on  a  circuit,  and  that 
no  newspaper  can  secure  the  services  of  the  Associated  Press  without  the  consent  of 
the  newspapera  in  the  city  or  town  which  are  already  members  of  the  association,  so 
that  virtually  a  monopoly  is  maintained  which  reduces  the  number  of  newspapers 
published  and  thus  injures  the  public  and  especially  the  printing  craft.  Mr.  Randall 
and  Hr.  Roberts  of  the  Typographical  Union  especially  insist  on  this  point. 

Replying  to  these  charges,  the  vice-president  of  the  Western  Union  Company 
asserts  that  newspaper  rates  are  of  different  classes  in  consideration  of  the  time  and 
character  of  the  service  and  especially  of  the  number  of  papers  in  a  circuit  and  the 


XLII  INDUSTRIAL   COMMISSION: — TRAN8POETATION. 

distAQces.  He  aaserts  that  every  aewepaper  or  Bseociation  of  newgpapen  has  the 
same  privileges  as  others  noder  sunilar  conditjons.  If  there  be  any  monopoly  in 
the  handling  of  news,  it  is  the  fault  of  the  Associated  Frees  itself  and  not  of  the 
telegraph  company. 

Witnesses  also  complain  that  the  telegraph  company  discriminates  in  the  handling 
of  messages,  favoring  especially  the  brokenige  business  and  in  some  chboh  the  news- 
paper bownesB.  Instances  ol  long  delay  in  the  tranBinisgioD  and  delivery  of  private 
mesMgee  are  preeentad.  It  is  replied  by  the  offlcera  of  the  telegraph  companies  that 
there  is  no  precedence  given  to  any  class  of  business  except  Government  business, 
but  that  many  brokers  and  others  have  leased  wires  over  which  the  tel^;Taph  com- 
panies have  no  control. 

The  advocatee  of  Government  ownership  further  nuuntain  that  the  system  of  gtantr 
ing  franks  to  public  officers  is  a  serious  abuse,  tending  to  influence  the  action  of  such 
officers  in  r^ard  to  the  telegraph  business.  They  also  assert  that  there  are  personal 
discriminations  in  giving  tel^raph  franks  to  private  individuals.  Mr.  Chandler 
admits  tliat  franks  are  given  to  many  public  men  in  the  national,  slate,  and  local 
governments,  and  that  he  would  be  glad  to  see  the  eyelem  done  away  with.  Mr. 
Clark  asserts  that  these  franks  to  pnblic  officera  are  granted  merely  as  a  matter  of 
personal  courtesy  and  do  not  represent  any  quid  pro  quo. 

ft  is  also  orgned  by  advocates  of  Government  ownership  that  the  Western  Union 
Telegraph  Company  tends  to  suppress  pn^rees  in  the  telegraph  business  by  refusing 
to  make  use  of  new  inventions  in  many  instances,  and  by  practically  preventing, 
thrai^h  its  monopoly,  the  introduction  of  such  improvements  by  others.  Reference 
is  made  eepeciolly  to  the  systems  of  machine  tel^raphy  which  have  recently  been 
invented,  and  which  transmit  111111111(1,111  at  extremely  high  speed.  To  theee  charges 
the  vice-president  of  the  Western  Union  Company  replies  that  the  company  has 
steadily  improved  its  service,  and  that  it  makes  use  of  all  inventions  which  are  really 
advantageous  and  profitable. 

Labor  eondiiumi  tn  the  Itkffraph  butaitu. — Mr.  Clark  holds  that  the  higher  cost  of 
labor  in  the  United  States  materially  increases  the  coet  of  handling  the  telegraph 
business  in  this  country  as  compared  with  other  countries.  On  the  other  hand,  the 
advocates  of  Government  ownership  maintain  that  tlie  Western  Union  Company 
pays  extremely  low  wages  and  treats  its  employees  very  ba<ily  in  every  way.  They 
assert  especially  that  many  women  ore  employed,  and  that,  because  of  the  overeupply 
of  female  labor,  the  company  pays  them  very  much  lower  rates  than  are  paid  to  men 
for  the  same  service.  It  is  said,  further,  that  a  very  general  strike  of  tel^raph  opera- 
tors in  1S83  was  caused  by  the  low  wages,  but  that  it  was  unsuccessful,  and  that 
wages  have  since  remained  unchanged.  These  witnesses  further  assert  that  the 
Western  Union  Tel^pvph  Company  is  strongly  opposed  to  labor  organizations!  that 
after  the  strikes  of  1670  and  IS83  it  required  its  employees  to  take  oath  that  they 
were  not  members  of  such  organizations,  and  that  practically  the  same  attitude  is 
mtdntained  at  present. 

Mr.  Clark  declines  to  discuss  the  attitude  of  his  company  toward  labor  organiza- 
tions, but  says  that  the  company  is  always  ready  to  deal  with  its  employees  directly, 
and  he  supposes  that  they  are  satisfied.  He  says  that  wages  were  not  reduced  during 
hard  times,  and  have  varied  little  since  1883.  He  holds  that  women  are  paid  as 
mach  as  men  where  they  do  the  same  work,  but  that  they  can  not  usually  do  as 
heavy  work  os  the  men.  Mr.  Chandler,  of  the  Postal  Company,  says  that  the  aver- 
age salaries  of  operators  of  that  company  are  about  tHO,  and  that  wages  have  changed 
little  in  fifteen  years.  He  says  that  a  first-class  operator  in  Great  Britain  receives 
about  f65  per  month,  biU  that  he  besine  at  very  tow  rates  and  that  the  increase  is 
slow. 
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THE  TELEPHONP  SYSTEM.' 

Profeaor  I^usons,  in  his  general  argument  in  favor  of  gorenunent  ownenhip  oi 
natural  monopolies,  refers  to  the  telephone  eyetem,  holding  that  all  the  ar^umeati 
which  Bpply  in  favor  of  Govenunent  ownership  of  telegraphs  apply  to  the  telephone 
li  well.  This  witne^  believes  that  the  trunk  lines  of  telephones  should  be  operated 
by  uadooal  govemmentB,  while  the  local  systems  could,  perhaps,  be  most  cod- 
venieatly  operated  by  the  mmiicipalitiee.  Tbe  vice-president  and  general  manager 
of  tbe  Aiuericaa  Telegraph  and  Telephone  Company  Bubmitted  an  affidavit  to  the 
conunission,  tntciiig  the  history  of  the  development  of  the  tel^ntph  and  diacoBsiDg 
wmewhat  the  qoeationastothe  reasonableneas  of  existing  rates.  Tbe  general  nian- 
iger  of  the  New  York  Telephone  Company,  Hr.  Betheil,  presents  an  elaborate  dis- 
cmsioii  of  telephone  rates  and  the  character  and  amount  of  service  in  this  country  and 
in  foreign  conn  tries. 

It  appears  from  tbe  testimony  that  the  American  Telephone  and  Telegraph  Com- 
pany has  now  prscticaUy  absorbed  the  Bell  Telephone  Company,  having  eichaoged 
two  shares  of  its  own  stock  for  each  uhare  of  the  stock  of  the  Bell  Company.  Tbe 
American  Telephone  and  Tel^japh  Company  is  popularly  known  as  the  Long  Dis- 
Unce  Company,  and  prior  to  the  amalgamation  with  the  Bell  Company  its  buBinesB 
was  apparently  confined  chiefly  to  trunk-line  service.  The  capital  of  the  American 
Telephone  and  Tel^rapb  Company  on  July  1, 1901,  consisted  of  $94,237,600  of  stock 
»od  (15,000,000  of  collateral  trust  4  per  cent  bonds.  The  receipts  of  the  company  in 
1900  were  $9,534,499,  of  which  13,846,821  was  from  tbe  dividends  of  subordinate 
companiea,  ^,427,037  from  the  rental  of  instruments  (royalties  chiefly),  and 
(3,027,171  from  telephone  traffic,  the  latter  item  apparently  representing  practically 
the  receipts  from  the  long-distance  busineee.  The  company  paid  in  1900  a  dividend 
of  $4,078,601  and  carried  $1,407,466  to  reserves  and  surplus.  It  is  also  stated  that 
the  entire  expenditnre  of  the  American  Telephone  and  Telegraph  Company  and  of 
ihe  various  licenaeea  operating  under  it  for  the  construction  of  plants  has  been 
1168,474,517. 

Profenor  Parsons  asserts  that  tbe  telephone  rates  in  the  United  States  are  very 
generally  excessive,  especially  where  the  system  is  controlled  by  the  American  Tele- 
graph and  Telephone  Company  and  its  subordinate  companiea.  He  slates  that  the 
rates  in  New  York  City  range  from  $90  to  $240  per  year  for  the  u»e  of  the  telephone, 
while  in  Berlin  tbe  unlimited  rate  is  only  $36  (lately  advanced  to  $45) .  Washing- 
ton, D.  C,  has  rates  ranging  from  $36  to  $135  (1S98J,  while  the  average  rate  in 
Stockholm,  a  city  of  about  the  same  sixe,  is  $20.  The  average  rate  in  Paris  is  stated 
by  this  witness  to  be  $78  (500  francs) ,  while  Mr.  Betheil  ^ys  that  the  Paris  rate  is 
about  to  be  reduced  to  300  francs.  Professor  Parsons  also  says  that  an  independent 
telephone  company  in  Boston  and  adjacent  territory  is  operating  at  about  half  the 
rale  charged  by  the  Bell  Company;  that  a  small  cooperative  company  in  Grand 
Rapids,  Wis.,  with  300  subecribers,  charges  only  $1  per  month  for  residence  service 
and  $2.25  per  month  for  bosinees  service,  while  paying  large  dividends  to  the  sub- 
wribers,  who  are  also  the  shareholders,  and  tliat  other  independent  companies  are 
making  low  rates. 

This  witness  holds  that  from  $8  to  $15  per  year  is  a  fair  charge  for  telephone  service 
in  a  small  town.  Itisreo^iiizedthat  in  largerdtiesa  higher  rate  is  necessary,  althoi^h 
be  believes  ttiat  in  many  cases  it  would  be  wiser  for  the  telephone  companies  to 
reduce  their  charges  with  a  view  to  the  economy  of  increased  service,  since  up 
to  a  certain  limit  the  amount  of  service  can  be  increased  without  requiring  addi- 
tionalapparalwaad  operators.  He  declares  further  that  one  reason  for  the  excessive 
(^barges  of  the  telephone  companies  is  that  they  are  greatly  overcapitalized.  The 
Bell  company  which  operates  in  Boston  and  other  Massachusetts  dties  has  a  capital 
of  more  than  $300  for  the  line  of  each  subscriber,  whereas  tbe  independent  company 
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above  referred  to  has  an  equally  good  HyBtem  at  a  capital  cost  of  leea  than  tlOO  per 
sutecriber's  line.  With  r^ard  to  longnliatMice  service  this  witnees  statee  that  the 
rates  in  Europe  are  much  lesa  than  in  the  United  Statee.  While  it  coats  $1.25  for 
a  flve-nunut«e'  canverBationbetweenPtiiladelphiaBnd  Washington,  for  a  correspond- 
ing distance  in  England  the  charge  would  be  48  cents,  and  in  FraoceSO  cents;  and 
corresponding  differences  exist  for  longer  difltancee. 

The  representatives  of  the  telephone  interests  present  evidence  in  defense  of  the 
reasonableness  of  American  telephone  charges.  It  ie  stated  that  the  long-dietance 
rates  are  umially  on  the  bssie  of  three-flftfas  of  I  cent  per  mile  for  a  conversation  of  3 
minutes.  In  the  local  exchanges  the  system  of  message  rates  is  gradually  supplant- 
ing that  of  unlimited  rental  rates,  and  these  witnesses  hold  that  it  is  much  fairer  to 
enbacribere  that  they  should  pay  a  certain  minimum  amount  per  year,  with  an  added 
charge  tor  each  message  above  a  certain  number,  rather  than  that  all  suhscribera 
should  pay  the  same  rates.  Meeeage  rates  are  conmdered  especially  desirable  inlarge 
citJes.  It  is  averted  also  that  the  constant  changes  in  telephone  methods  necessitate 
uameroiu  reconstructions  and  other  expenditnres.  In  large  dtiee,  especially,  the 
growth  of  the  business  makee  frequent  modifications  in  the  plants  essential  to  the 
sticceesfnl' operation,  while  at  the  same  time  the  increaee  in  the  number  of  suhecribers 
increases  the  running  expenses  in  mtich  more  than  equal  proportion.  In  New  York 
City,  for  example,  it  becomes  necessarj'  to  have  numerous  branch  exchangee  con- 
nected with  one  another  by  trunk  lines,  and  the  process  of  connecting  one  enbecriber 
with  another  becomes  highly  complicated,  requiring  an  elaborate  plant  and  a  latge 
amonnt  of  labor. 

Witneesee  representing  the  teleph(»ie  companies  also  hold  that  comparisons  with 
Etiropean  countries  are  likely  to  be  misleading.  They  ssert  that  the  lower  wages 
and  lower  costs  of  material  in  European  countries  must  be  taken  into  account;  and 
they  hold  furthermore  that  in  none  of  the  European  systems  is  the  service  equal  in 
quality  with  that  in  the  United  Slates.  Mr.  Bethell  declares  that  by  the  adoption  of 
the  meeeage-iBte  system  in  New  York  the  average  cost  of  telephones  to  subscribers 
has  been  reduced,  and  now  amounts  to  only  about  {85  a  year,  although  the  unlimited 
rate  for  husinese  telephones  is  still  $240.  This  average  rate  of  SS5,  according  to  this 
witness,  is  the  proper  rate  to  be  compared  with  the  European  charges  which  are 
neariy  all  on  the  unlimited  system.  It  is  replied  to  this,  however,  that  the  average 
is  obtained  by  comiting  each  separate  telephone  on  the  man;  small  private  branch 
exchanges,  which  have  usually  only  a  single  line,  while  European  figures  ordinarily 
relate  to  the  separate  line  service. 

Mr.  Bethel!  enters  into  a  detailed  discusdon  of  the  system  in  each  European  coim- 
try,  stating  the  rates  and  the  nature  of  the  service.  He  asserta  that  in  no  European 
country  has  the  telephone  service  been  extended  as  widely  as  in  the  United  States, 
and  he  attributes  this  fact  largely  to  the  government  ownership  of  the  European 
systems.  There  are  20  American  cities  with  a  population  of  200,000  or  more,  and 
in  these,  on  an  average,  there  are  21  telephones  for  each  1,000  people.  In  Europe 
there  are  44  dties  of  corresponding  size  averaging  (»ity  13  telephones  per  1,000 
people.  The  development  of  the  telephone  in  many  of  the  European  countries  is 
confined  almost  altogether  to  the  capital  and  a  few  of  the  largest  cities.  To  this 
aigument  it  is  replied,  however,  that  the  most  favorable  examples  have  been  chosen 
for  comparison,  and  figures  as  to  other  American  cities  are  given  which  compare  less 
favorably  with  those  abroad.  Great  Britain  is  the  only  European  country  in  which 
private  operation  of  the  telephone  exists,  and  Mr.  Bethell  asserts  that  the  Govern- 
ment hen  so  interfered  with  the  operation  of  the  priva^companyin  many  ways  that 
its  BU(»:c>«4  can  not  be  properly  compared  with  that  of  other  systems.  The  London 
.  .te  chaTge<l  by  the  private  company  for  a  business  service  is  $100  flat,  and  the  red- 
t^ce  rate  is  $00.  It  appears  that  the  British  Government  is  on  the  point  of  open- 
ii^  a  public  exchange  in  London,  and  has  aathorised  mmiicipalities  to  establish 
their  own  plants.    Glasgow  is  about  to  Install  a  munidpal  telephone  system. 
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MUNICIPAL  PUBUC  UTIUTIES. 

ProL  Pareona,'  in  connection  with  his  genenl  argument  in  favor  of  Govemnient 
own«rahip  of  mlroade  and  other  public  utilities,  especially  advocated  the  municipal 
ownership  of  gas,  electric-lighting,  and  Btreet-iailway  gysteme  and  dmiUr  public  ' 
utilities.  Prof.  Bemia'  also  presented  argmnenta  in  favor  of  monicipal  ownership 
before  the  commiamon,  while  Mr.  A.  D.  Adams,'  a  civil  engineer  of  Boston,  under- 
took to  show  that  the  municipal  electric  plants  in  Massachusetts  have  worked  more 
satisfactorily  than  private  plants.  Mr.  Foote,*  editor  of  Public  Policy,  is  inclined 
to  oppose  municipal  ownership,  but  to  favor  the  auditing  of  the  accounts  of  private 
corporations  for  the  purpose  of  securing  complete  publicity  and  uniformity  of  accounta 
The  argument  in  favor  of  public  ownership,  as  etated  by  the  witnesses  above  named, 
is  based  on  the  assumption  that  such  monicipal  public  utilities  as  street  railways, 
gas  and  electric  light,  and  water  supply  are  natural  monopolies,  and  that  they  fur- 
nish euch  neceeeary  service  as  to  make  them  essentially  public  in  character.  Efforts 
to  maintain  competition  in  lumishing  these  services,  it  is  held,  have  failed  in  almost 
every  city,  and  they  are  now  supplied  by  great  consolidated  corporations.  There  is 
even  a  tendency,  these  witnesses  assert,  for  single  corporations  to  get  control  of 
different  clawee  of  utilities  in  the  same  city,  while  in  other  casee  a  single  corpo- 
ration controls  plants  of  the  same  class  in  many  different  cities.  It  is  argued  that 
under  these  circumstances  there  must  either  be  thoroughly  effective  regulation  td 
the  privatecorporaUons  operating  these  utilities,  or  public  ownership, 
la  support  of  these  assertions  these  witnesses  maintain  that  the  capitalization 
and  charges  of  private  corporations  furnishing  these  services  are  usually  excessive; 
that  there  is  littie  or  no  connection  between  the  capitatiiation  and  the  aclnial 
coat  of  constructing  plants,  capitaUzation  being  based  upon  the  power  to  earn 
diTidends  at  excessive  charges.  It  is  pointed  out  that  the  statistics  show  tliat 
the  capitalization  of  street  railways  in  Massachusetts,  where  careful  restrictions  exist 
to  prevent  the  watering  of  stock,  is  from  one-half  to  two-thirds  lees  than  in  the  other 
States  of  the  Union.  On  this  subject,  however,  Mr.  Foote  says  that  there  are  very 
great  differencee  in  the  costs  of  construction  in  different  places,  so  that  comparisoos 
are  apt  to  be  somewhat  mialeadiiig.  Profeasor  Bemie  declares  also  that  a  capital- 
ization of  $3  or  (4  per  1,000  feet  of  annual  product  of  gas  b  considered  ample  to 
cover  the  real  value  of  plants,  but  that  the  aver^^  capitalization  of  gas  companiM 
in  laige  cities  in  the  United  States  ie  about  $9  per  1,000  feet. 

As  regards  prices,  it  b  asserted  that  the  statjetics  of  the  United  States  Department 
of  Labor  show  that  the  average  operating  cost  of  manufacturing  gas  is  only  46  cents 
per  1,000  feet,  while  if  taxes,  depreciation,  and  interest  be  added,  on  the  basis  of 
Intimate  capitalization,  the  cost  will  be  brought  up  to  86  cents,  whereas  the  average 
price  charged  by  the  large  gas  companies  is  tl.l4.  Witnesses  also  maintain  that  the 
cost  of  electric  lighting  by  municipal  plants  is  much  lower  in  most  instances  than 
the  chai^^  made  by  privately  owned  plants.  Statistical  comparisonB  covering  the 
monicipal  plants  in  Chicago,  Detroit,  and  Allegheny  and  other  dtiee  are  submitted 
to  prove  this  statement  An  elaborate  comparison  between  municipal  and  private 
plants  in  Massachusetts  is  made  by  Mr.  Adame.  He  declares  that,  if  the  muaicipal 
plants  be  credited  for  electric  light  furnished  for  public  purposes  at  the  average 
rates  paid  for  public  lighting  to  private  companies  in  Massachusetts  towns  of  con«- 
eponding  population,  it  will  be  fonnd  that  the  municipal  plants  make  earnings,  after 
providing  for  depreciation  and  all  operating  expenses,  equal  to  12.7  per  cent  of  the 
actual  investment.  In  all  the  cities  of  the  State  (witii  a  few  minor  exceptions)  hav- 
ing private  plants,  the  earnings  amount  to  only  10.2  per  cent  of  the  capitalization, 
and  this  witness  believes  that,  because  of  the  regolations  of  the  Massachneette  laws, 
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the  capitalizotioD  of  theee  plants  repreeeata  actual  iavcetmeat  Private  plauta  in  citlee 
of  Biualler  popnlatioii,  more  nearly  corraBpondii^  to  thoee  having  municipal  plsnOi, 
show  a  atill  emaller  proportion  of  eamii^  to  capitalization.  Mr.  Adama  believes 
that  these  stAtlatics  indicate  jjp^ater  efficiency  in  the  operation  of  manicipal  plants 
than  of  private  plants.  He  also  shows  that  the  actual  cost  of  arc  and  incandescent 
%ht8  per  lamp  honr  in  public  plants  is  very  much  lower  in  most  instances  than  the 
charges  of  private  plants  in  cities  of  the  same  size.  These  figures  are  based  on  a 
careful  calculation  of  interest  and  depreciation. 

It  IB  also  stated  there  lias  been  a  very  rapid  deveIoi»nent  in  mtmidpal  ownerehip 
and  that  it  has  proved  highly  satisfactory,  charges  being  reduced  greatly  and  the 
operation  being  in  many  cases  thoroughly  economical. 

Mr.  Foote  critidses  all  such  comparisone  as  those  above  set  forth,  on  the  ground 
that  the  accounts  of  corporalionB  and  municipalities  are  kept  in  such  varying  fash- 
ions as  to  make  the  results  very  uncertain.  He  asserts  that  municipal  plants  fre- 
quently ful  to  take  proper  account  of  depreciation  and  other  expenses,  and  that  no 
allowance  is  made  for  the  taxes  which  must  be  paid  by  private  plants. 

It  is  pointed  out  by  witnewes  that  municipal  owneTship  of  public  utilities  has 
advanced  much  further  in  Great  Britain  than  in  the  United  States.  They  assert 
that  the  results  in  that  country  have  been  usually  very  satisfactory;  that  there  is 
almo0t  entire  freedom  from  corruption  and  extravagance  in  the  operation  of  munici- 
pal plants;  that  the  conditions  of  labor  have  been  improved,  and  that  the  charges 
have  been  reduced.  The  (art  that  monopolies  can  twrrow  at  lower  rates  of  interest 
than  private  corporatione  enables  them  to  introduce  improvements  even  more  mp- 
idly  than  private  corporations.  The  low  fares  on  the  street  railways  of  Glasgow  are 
especially  referred  to  as  illustmting  the  advantages  of  municipal  ownership. 

Mr.  Foote  declaree  that  the  one  object  to  be  gained  in  the  management  of  public 
utilities  ie  the  greatest  benefit  to  the  people.  He  would  fovor  public  operation  pre- 
aaely  to  the  extent  that  it  can  be  shown  that  it  is  more  economical  to  consDmers 
than  operation  by  private  corporations.  He  does  not,  however,  believe  that  it  ia 
possible  to  obtain  the  same  loyal  and  energetic  effort  on  the  part  of  pnbUc  officers 
and  employees  aa  is  displayed  by  the  otBcers  and  employees  of  private  corporationa. 
He  holds  in  general  that  the  motive  of  private  profit  makes  a  corporation  more 
efficient  in  its  management  than  a  public  body,  and  that,  if  a  proper  system  of  regu- 
lation based  on  thorough  publicity  of  accounts  of  private  corporationa  should  be 
introduced,  the  interests  of  the  public  could  be  properly  saf^uarded,  allowing  the 
corporation  a  reasonable  profit  on  ita  actual  investment.  Before  public  operation  is 
undertaken  on  a  large  scale,  in  the  opinion  of  this  witness,  a  system  of  uniform  and 
public  accounting,  both  on  the  part  of  private  corporations  and  of  municipalities, 
should  be  introduced,  on  the  basis  of  which  accurate  comparisons  as  to  coats  of  con- 
struction and  operation  will  be  possible.  If  then  it  stioll  liecome  manifest  that 
private  corporations  can  not  be  effectively  regulated  and  that  public  operation  will, 
therefore,  be  more  economical,  this  witness  would  favor  municipal  ownership. 

Mr.  Foote,  for  other  reasons  as  well,  lays  great  stress  on  the  desirability  of  uniform 
acconntingandofsuperviBion  and  examination  of  accounts  by  public  authorities,  both 
in  the  case  of  private  corporations  engaged  in  quaai-public  service  and  ia  the  case  of 
all  of  the  grades  of  public  administration  itself.  Such  a  system,  he  declares,  would 
prevent  many  frauds  and  abuees  and  would  permit  of  accurate  comparison  between 
the  resnltfi  accomplished  by  different  institutions.  This  witness  holds,  and  the  others 
teetifyiag  on  the  subject  agree,  that  the  eeeentially  public  nature  of  such  enterprisee 
as  street  railways,  electric,  gaa,  and  wat«r  planta  gives  to  the  people  the  right  to 
demand  the  most  thorough  publicity  from  private  corporations  controlling  them. 
The  experience  of  Wyoming,  which  has  established  a  State  examiner  with  power  to 
inspect  the  accounts  of  all  public  bodies  and  inxtitutions  of  Massachusetts  in  r^il»- 
liog  gas,  electric,  aud  street-railway  corporations  by  means  of  commissioni  which 
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reqnire  imifonn  reports  and  which  have  a  considerable  d^^ee  of  authority  over  the 
isBue  of  secoritiee  and  over  the  ciiarges,'  as  wellae  that  of  England,  are  referred  to 
as  ehowing  the  advantages  of  this  eysteiD. 

ProfesBor  Bemia,  in  psrticaUr,  thinke  that  tbe  steps  tcward  municipal  operatirai 
should  be  taken  giadnally  and  with  cantion.  The  desirability  of  bettering  the  polit- 
ical conditiona  in  dtiee,  and  the  neceeeity  of  (creat  improvemente  in  the  civil  service, 
an  emphasized.  Two  or  three  witneases  are  inclined  to  hold,  however,  that  the 
greater  responsibility  placed  upon  raonici pal  governments  will  in  itself  tend  to  improve 
tbem.  They  assert  that  at  present  no  little  oomiption  in  dty  government  results 
from  the  interference  of  private  corporations  seeking  franchises  or  privileges,  while, 
on  the  other  hand,  politicians  often  exercise  a  demoralizing  inflnence  in  the  appoint- 
ment of  employees  of  private  corporations  performing  these  services,  and  otherwise 
interfere  with  their  eucoeesful  and  economical  operation.  Were  these  public  utilities 
operated  by  the  municipality,  continues  the  argument,  the  citizens  would  feel  the 
greater  importance  to  their  own  welfare  of  good  government,  and  would  iiudat  on 
improvements  in  political  methods,  and  particularly  in  the  civil  service. 

Street-raiiway  developmeriL — Hod.  Charles  Francis  Adams,  of  Boston,  who  was 
recently  chairman  of  a  commission  in  Manachusetts  of  street-railway  Bystems, 
expresses  the  belief  that  the  introduction  of  electricity  has  so  greatly  changed  the 
nature  of  street-iailway  tmfflc  as  to  donand  entirely  different  legislation  and  meth- 
ods of  granting  fraacUsee,  and  different  methods  of  operating  railroads  from  those 
which  have  existed  in  the  past  Electric  roads  will  more  and  more  operate  between 
different  cities  and  throngh  mial  disbicts;  they  will  use  la^^r  and  faster  cars  and 
must  therefore  be  usually  boilt  on  private  rights  of  way  and  not  on  the  highwaysos 
at  present;  they  will  t«nd  more  and  more  also  to  carry  freight  traffic.  Franchises 
most  therefore  be  granted  by  State  authorities  in  many  instances.  The  witness 
thinks  that  probably  indefinite  franchises,  subject  to  revocation  at  any  time  by 
I»oper  authorities,  will  produce  less  friction  than  those  which  expire  at  definite 
times.  He  also  states  that  European  street  railways  are  far  behind  those  of  the 
United  Stales^  and  that  whatever  progress  they  make  is  in  the  way  of  copying  Ameri- 
can methods.  He  attributes  this  in  part  to  the  undue  restriction  upon  the  private 
companies  imposed  by  mouioipal  authorities.' 

RAILWAY  LABOR. 

The  subject  of  railway  labor  is  discussed  almost  exclusively,  so  tar  as  the  present 
volome  is  concerned,  by  Mr.  Fuller,*  the  legislative  representative  of  the  brotherhoods 
of  rtulway  employees.  For  statements  of  railway  officers  as  to  labor  conditions  ref- 
erence should  be  made  to  Volume  IV  of  the  Beports  of  the  Industrial  Commission 
(Transportation). 

Oandiiiant  of  altering  employmtnt — Blacldiding. — Mr.  Fuller  states  that  some  of  the 
rules  of  the  railways  as  to  the  terms  of  entering  employment  are  very  unjust.  In 
some  cases,  despite  legislation  prohibiting  it,  the  railways  discriminate  against  labor 
otKanimtionB.  They  frequently  require  severe  physical  examinationB,  and  reject 
^iplicants  for  minor  defects  often  caused  by  injuries  received  in  futhful  service. 
The  witness  espedally  complains  that  the  practice  of  blacklisting  still  exists,  although 
perhaps  slightly  reduced  in  extent  by  legislation.  After  the  great  strikes  of  1894 
many  employees  were  blacklisted.  At  present,  according  to  this  witness,  it  is  the 
practice  of  the  railroads,  before  engaging  a  man,  to  write  to  his  former  employers  as 
to  his  record,  ^ving  him  in  the  meantime,  perhaps,  a  probationary  employmenL 
Railway  officers,  be  asserts,  often  pursue  their  former  employees  vindictively  purely 
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OQ  personal  grounds.  Mr.  Faller  thinks  thai  legiatation  should  be  enacted  prohibit 
ing  nilroad  companies  from  fomiahing  any  record  of  an  employee  to  another  com- 
pany, whether  by  private  letter  or  otherwise. 

Mr.  Fuller  also  believes  that  railroad  officers  often  treat  their  employees  unjustly 
in  the  matter  of  discipline  and  discharge,  and  that  legislatioo  should  provide  that 
employees  be  permitted  to  see  and  hear  evidence  against  them,  and  that  epeciflc 
reasooB  in  writing  should  be  given  for  their  discharge.' 

Rdatiom  ofemployeri  and  employeet.'—MT.  Fuller  states  that  the  more  skilled  rail- 
way employees  are  organized  in  strong  brotherhoods,  some  of  which  include  nearly 
all  of  the  employees  on  many  railroads.  By  means  of  these  brotherhoods  much 
better  conditions  of  labor  have  been  obtained.  The  lees  strongly  organized  employees, 
like  the  tel^^apherB,  have  lower  wages  and  worse  conditions.  Railroad  com- 
panies usually  deal  with  the  officers  of  the  brotherhoods  regarding  wages  and  other 
conditions  of  labor,  and  often  enter  into  joint  written  agreements.  These  organiaa- 
tions  have  tended  to  reduce  the  number  of  strikes  and  to  make  their  conduct  more 
peaceful.  The  witness  thinks  that  the  judiciary  has  often  been  unjust  In  the  treat- 
ment of  railway  employees  in  connection  with  strikes,  and  that  unhur  advantage  is 
taken  by  the  railroads  of  the  fact  that  they  transport  the  maits. 

Mr.  Fitzpatrickp*  of  the  Brotherhood  of  Bailroad  Trainmen,  testlfled  before  the 
oommisnoo  in  April,  1900,  regarding  alleged  discriminations  on  the  part  of  the 
Beading  Railroad  Company  against  organized  labor.  He  stated  that  this  company 
had  always  been  opposed  to  the  railroad  brotherhoods  and  had  refused  to  deal  with 
their  o&cesn.  The  employees  of  the  railroad  have  not  generally  been  organized, 
though  a  few  have  secret!^  belonged  to  the  Brotherhood  of  Railroad  Trainmen. 
Shortly  before  the  witness's  testimony,  he  declares,  anumber  of  these  members  were 
discharged  by  the  railroad,  and  also  a  number  of  men  who  were  about  to  form  a  new 
lod^  at  Shamokin.  The  officers  of  the  Reading  Railroad  refused  to  disease  with 
the  men  the  reason  for  their  discharge.  They  also  stated  to  the  Industrial  Commis- 
sion that  they  had  no  affidavits  to  present  on  this  subject. 

Employer^  liabUity.—^r.  Fuller  asserts  that  the  common-law  doctrine  regarding 
employers'  liability,  as  interpreted  by  the  American  courts,  is  particularly  unjnst 
to  railway  employees.  In  a  few  States  If^lslation  has  been  enacted  which  extends 
tiie  liability  of  railroads  somewhat,  particularly  providing  that  certain  classes  of 
employees  shall  not  be  considered  fellow-servants  in  the  determination  of  liability. 
The  witness  believes  that  these  laws  do  not  go  far  enough.  The  common-law  doctrine, 
which  exempted  the  employer  from  liability  for  iojuriee  cauaed  by  the  acts  of  fellow- 
servants,  has,  in  the  opinion  of  Mr.  Fuller,  become  absolutely  unjust  under  present 
conditions  where  the  employee  knows  nothing  of  the  character  of  the  hundreds  and 
often  thousands  of  fellow-employeee,  many  of  whom,  especially  on  nilways,  are 
engaged  in  entirely  different  branches  of  the  service  from  himself.  The  witness 
cites  numerous  decisions  of  the  courts,  particularly  in  Pennsylvania,  holding  various 
clawes  of  employees  to  be  fellow-servants  rather  than  vice-principals  of  the  employer. 
He  believes  that  there  should  be  no  discrimination  between  passengeraand  employees 
as  regards  the  liability  of  railroads  for  injuries.  The  laws  and  court  decisions  in 
different  States  are  exceedingly  conflicting  and  unintelligible,  and  Mr.  Fuller  holds, 
therefore,  that  Congress  should  enact  l^islation  greatly  extending  the  liability 
of  interstate  railways  for  injuries.* 

BaUway  relief  auocialions. — Mr.  Fuller  makes  an  elaborate  attack  Upon  the  system 
of  relief  departments  maintained  by  several  railroads,  notably  the  Pennsylvania, 
Baltimore  and  Ohio,  Readily,  and  the  Plant  System.  Theae  departments  are  sup- 
ported in  whole  or  in  large  part  by  the  payments  of  employees,  deducted  from  their 
salaries  by  the  companies.  They  pay  benefits  in  case  of  injury  or  death  from  accident 
The  witness  asserts  that  while  membership  in  these  organizations  is  claimed  by  rail- 
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way  officers  to  be  volontary,  it  is,  in  btct,  pisctically  compulsory.  The  fonuB  of 
application  lor  employmfint  on  two  of  the  railroads,  submitted  in  evidence  by  the 
wibwas,  make  membeiahip  in  the  reliel  department  a  condition  of  entering  einploy- 
meot,  while  replies  from  nomeroue  lodges  of  lulway  employees  on  these  railroads 
assert  that  those  who  were  in  service  at  the  time  the  eyatem  was  atarbad  were  pnt 
under  pressure  to  became  members.  Similar  replies  from  oi^aniiations  on  the  rail- 
roads, which  do  not  absolutely  reqnire  membersliip  in  the  relief  department  as  a 
condition  of  employment,  assert  that  the  applicant  is  virtually  given  to  understand 
by  the  otal  remarks  of  offlcen  that  he  mnat  join  the  dei>artiiient-  The  secretary  of 
the  Chamber  of  Conuneroe  of  Pittsbuig,  however,  aseerta  that  membeiship  in  the 
relief  deparfanent  on  the  Pennsylvania  lines  is  entirely  voluntary.' 

Hr.  Fuller  espedally  complains  that  it  is  unjust  for  the  railroads  to  require,  as  they 
invariably  do,  that  the  employee  who  accepts  compensation  for  injury  from  the  relief 
department  must  sign  a  contjract  to  exempt  the  railroad  company  from  all  other  legal 
liability  for  damages  on  account  of  injuries.  He  assarts  that  the  one  motive  of  the 
r^Iroad  company  in  establishing  these  departments  is  to  save  money  by  freeing  them- 
aelvee  from  damage  soits.  The  employees,  he  says,  pay  at  least  five-sixths  of  the 
cost  of  insnisnce,  and  sometimes  all  of  it,  and  it  is  unjust,  therefore,  that  they  should 
be  required  to  ralesse  the  railroad  company  from  financial  liability.  In  support  of 
bis  statement  regarding  the  cost  of  insurance  in  these  departments  the  witness  com- 
pares in  detul  the  rates  charged  by  the  Plant  System  for  insarancein  its  relief  deport- 
ment with  thoss  charged  by  an  old  lineacddect  insurance  company  and  those  of  the 
Brotherhood  of  Locwnotive  Engineers.  These  comparisons  tend  to  show  that  the 
Plant  SystttD  cboigea  mocb  more  for  eqoal  benefits  thaa  either  of  the  organisationB 
compared. 

Ur.  Fuller  farther  assert  that  the  system  of  relief  departments  is  strongly  opposed 
by  railroad  employees,  and  particularly  by  the  organized  brotherhoods.  The 
employees  feel  that  the  system  is  not  only  unjust  in  the  particulars  already  men- 
tioned, but  that  it  tends  to  prevent  membership  in  the  brotherhoods,  since  the 
employees  can  not  aiford  to  carry  two  policies  of  insurance,  while  some  of  the  brotho^ 
hoods  require  that  members  shall  take  insuranoe.  Moreover,  it  is  asserted  that  the 
employee  who  has  contributed  to  a  reUef  department,  and  who  will  lose  the  benefit 
of  insurance  if  he  leaves  employment,  is  more  dependent  upon  the  railroad  company 
and  less  able  to  push  demands  for  better  conditions. 

In  support  of  his  argument  on  this  subject  the  witness  submits  many  resolutions 
from  i^lroad  ort^niistions  and  extracts  from  their  journals,  t<^ther  with  a  tabula- 
tion of  replies  from  the  local  lodges  of  the  Brotherhood  of  Railroad  Trainmen  along 
the  Baltimore  and  Ohio  and  Pennsylvania  railroads,  to  a  schedule  of  inquiries  cover- 
ing many  of  the  above  points.' 

CONDITIONS  OF  LABOB  IN  WATEB  TRANSPORTATION. 

Oeean  and  eoatbmie  tnm^pvrtatioa.* — In  the  preceding  volume  on  transportation 
(vol.  iv,  pp.  es5  f  f)  thetesUmony  of  the  representatives  of  the  ocean  sailors'  organi- 
zation, the  International  Seamen's  Union,  is  given.  In  tfae  present  volume  a  small 
amount  of  testimony  is  given  by  another  otBcer  of  the  some  organization,  Mr.  I^nje, 
while  representatives  of  the  two  leading  coastwise  steamship  companies — Mr.  Hayne, 
of  the  Merchants  and  Miners'  Transportation  Company,  and  Mr,  Guillaudeu,  of  the 
Old  Dominion  Steamship  Company — testify  particularly  with  reference  to  condi- 
tions of  labor  in  their  employment.  These  two  witnesses  assert  that  the  conditions 
in  the  ooastwise  trade  are  generally  more  satisfactory  than  in  the  transoceanic  traffic, 
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and  that  most  of  the  conditions  which  the  Seunen'B  Union  deeiree  to  have  reqaii^ 
b;  legisUtion  are  already  equaled  or  excelled  by  the  conditione  on  these  vemela. 
Hie  men  are  employed  under  written  contract,  which  is  read  over  to  them  when 
tiieyeign  it,  and  coastwiee  vemels  &nd  little  difficulty  In  eecoring  help.  The  eailora 
are  engaged  by  the  month,  but  may  leave  at  any  port  immediat«iy  after  the  ship 
landa.  The  shipping  aiticlea  contain  a  provision  to  protect  the  nilora  against  onfitir 
reenlta  from  too  strict  enforcement  of  contract  on  the  part  of  the  employer.  These 
witneeses  also  assert  that  sulors  have  ample  remedy  in  the  cooits  for  any  violation 
of  contract  or  abuses. 

The  wi^ee  of  common  sailors  in  the  coastwise  trade  are  stated  by  these  officers  to 
be  usoally  $26,  those  of  firemen  $40,  and  of  coal  passers  130.  The  representative  of 
the  Seamen's  Union  also  says  that  wages  are  about  |2S  for  seamen  as  compared  with 
(20  in  England.  Under  the  law  of  the  United  States,  only  American  citizens  may  be 
employed  as  officers,  but  it  is  stated  that  the  lower  grades  of  employees  on  venela  are 
usually  foreigners,  especially  Scandinavians,  and  that  the  sea  life  has  lees  attractions 
for  Americans  than  formerly. 

One  witness  snggeets  the  deeiiability  of  amending  the  laws  of  the  United  States  as 
n^jards  larceny  committed  on  vessels.' 

The  repreeentativee  of  these  coastwise  lines  state  that  the  work  of  loading  and 
unloading  the  vessels  Is  done  wholly  by  stevedores  and  not  by  men  employed  on  the 
vessel.  In  the  South  most  of  the  stevedores  are  negroes.  Wages  in  Norfolk  and 
other  more  Southern  ports  are  about  IS  c^its  per  hour,  and  in  Boston  and  most 
Northern  ports  20  cents  per  hour,  although  in  New  York  the  Old  Dominion  Com- 
pany pays  25  cents  per  hoar. 

Labor  on  vemlt  on  the  Great  Laia. — Hr.  Penje,  the  secretary  of  the  L^ke  Seamen's 
Union,' asserts  that  the  membeis  of  that  organization,  abont  8,000  in  number,  are 
chiefly  employed  on  schooners,  the  organiiation  having  little  control  over  the 
employees  on  steamers  on  the  Great  Lakes.  On  the  schooners  the  members  are 
mostly  all  officers  and  skilled  seamen.  According  to  this  witness  most  of  the  work 
on  these  vessels,  and  even  on  steamers,  is  done  by  deck  hands,  who  are  tar  from  being 
skilled  laborers,  and  who  are  more  and  more  replacing  the  old  skilled  seamen.  The 
conditions  of  labor  on  the  lakes  are  so  bad  that  competent  men  have  sought  other 
occupations.  The  deck  hands  are  largely  men  who  can  find  no  other  employment, 
and  who  remain  on  the  vessels  only  as  long  as  they  are  forced  to,  often  quitting  at 
the  first  port  they  touch.  This  witness  asserts,  further,  that  the  wages  of  seamen 
under  this  competition  of  deck  hands  have  declined.  Ten  years  ago  they  sometimee 
reached  $4.50  per  day  toward  the  end  of  the  navigation  season,  but  in  1900  they 
began  at  $1.60  and  ended  at  $2.76  per  day,  the  average  income  for  the  season  being 
about  only  $300.  The  wages  of  deck  hands  have  increased  from  about  $15  to  $20  per 
month.  The  hours  of  labor  are  stated  to  be  excessive,  both  for  seamen  and  deck 
hands.  It  is  said  that  men  often  have  to  work  24  hours  at  miscellaneous  labor  and 
afterwards  6  hours  at  the  wheel. 

Mr.  Penje  complains,  further,  that  the  quarters  of  sailors  and  deck  hands  are  too 
crowded,  especially  on  the  older  vessels,  and  that  in  practically  all  casee  they  are  so 
dirty  and  ill  kept  as  to  be  entirely  unfit  for  human  occupation.  The  food  is  also  said 
to  be  very  poor.  The  contracts  call  ordinarily  for  a  cost  of  7  cents  per  meal,  and  the 
supply  is  insufficient  if  the  vessel  is  detained  beyond  schednle  time.  This  witnees 
also  asserts  that  both  sailing  and  steam  vessels  on  the  lakes  are  very  generally  insof- 
Bciently  manned,  and  that  smaller  vessels  are  recklessly  overload^,  these  practicee 
resulting  in  Kreat  danger  to  employees  and  to  passengers  when  they  are  carried. 

Longtkore  work  on  the  Qrtat  Lakw.*— The  conditions  of  labor  on  the  docks  of  the 
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Great  I«k«  seem  to  be  very  much  more  satiBtactor]'  than  those  on  Teesele.  Hr. 
Barter,  the  aecretary  of  the  International  Longahoremui'a  As9ociati<Hi,  which  has 
its  Btren^h  chiefly  along  the  Great  Lakes,  declaree  that  there  has  been  a  very 
great  improvement  in  the  condition  of  lont^oremen  there  during  the  past  few 
years,  and  attributes  it  almost  wholly  to  the  development  of  that  organization.  The 
association  has  about  20,000  or  25,000  members  <m  the  lakes,  while  there  probably 
are  not  more  than  abont  1,600  nonnnion  men  engt^ed  in  longshore  work.  This 
witness  thinks  Uiat  wages  have  risen  60  per  cent  eiace  the  organisation  was 
formed — in  1692.  It  has  won  the  respect  of  the  dock  manners,  and  is  more  and 
more  repladng  the  old  system  of  contract  work  in  loading  and  onloading  vessels  by 
a  system  nnder  which  the  local  nnions  undertake  to  do  the  work  cooperatively. 
Under  the  old  system  the  boss  stevedore  or  contractor  was  often  a  saloon  keeper, 
who  erpected  the  men  to  spend  much  of  their  wages  on  liquor.  Wages  were 
extremely  low,  and  there  were  many  serious  abases.  At  present  the  International 
Longshoremen' B  AssocUtion  has  an  annnal  agreement  with  the  managers  of  the  ore 
and  coal  docks  on  Lake  Erie,  providing  for  uniform  rates  of  wages  and  conditions  of 
labor  for  the  loading  and  unloading  of  venela  directly  by  the  onion.  This  agrea- 
ment  also  provides  for  the  arbitratiou  of  disputes. 

The  wages  of  lot^horemen  are  stated  to  range  from  30  to  60  cents  per  bonr,  the 
work  of  conise  beii^  confined  chiefly  though  not  wholly  to  the  navigation  season. 
Under  the  agreements  with  dock  manageni  the  home  of  labor  are  usually  limited 
to  12.  The  secretary  of  the  Longehoremen'B  Anodation  maintains  that  the  charac- 
ter  of  the  men  has  greatly  improved  under  the  influence  of  the  organization. 
Formerly  there  was  a  great  deal  of  drunkenness,  and  physical  contests  between  gangs 
under  different  boss  stevedores  were  frequent.  The  vmion  now  has  strict  rales  against 
the  ose  of  intoxicants  during  work,  and  the  men  enforce  these  rales  vigorously;  while 
the  recc^i^tion  of  the  union  and  its  scale  of  wages  has  done  away  with  the  broils 
which  fonneirly  occuned. 

MISCELLANEOUS  EVIDENOK 

A  condderable  amount  of  evidence  regarding  other  than  tiansportation  matters  is 
submitted  by  various  witnesses  in  this  volume.  For  a  summary  of  their  evidence 
rtgarding  most  of  these  minor  topics,  reference  should  be  made  to  the  digest,  pages 
ccLzxix-cciiZXzvn.    A  few  of  the  more  important  subjects  may  be  briefly  discussed 

QgtUaliaitian  and  promotion  of  corporations. — Mr.  Greene,  of  the  Audit  Company  of 
Mew  York;  Mr.  Rice,  a  promoter  of  corporations,  and  one  or  two  other  witneeees 
discuss  this  subject  somewhat  fully.'  Mr.  Greene  asserts  that  earning  power  ia  in 
general  a  proper  baelB  for  capitaliiatlon,  and  that  there  U  a  "good  will"  In  connec- 
tion with  every  [nvsperoua  buainesB  which  makee  it  worth  more  than  the  mere  tan- 
gible value  of  the  plant  and  property.  Tangible  value  may  properly  be  represented 
bj  bonds  or  preferred  stock,  and  the  remaining  certwn  or  possible  earning  capacity 
by  couunoD  stock.  At  the  same  time  this  witness  thinks  that  it  is  a  mistake  for  a 
corpora^on,  because  of  unusually  high  earning  capacity,  to  water  its  stock.  It 
would  be  more  desirable  that  it  should  simply  increase  dividends.  Mr.  Rice 
thinks  that  the  amount  of  capitalization  of  a  corporation,  so  long  as  it  is  in  stocks,  is 
unimportant,  since  the  market  will  discover  its  real  value.  Overcapitalization  in 
bonds,  however,  leads  to  bankruptcies. 

These  witnesses  also  discuss  the  subject  of  publicity  in  r^jard  to  the  organiiatirai 
and  promotion  of  corporations.  They  think  that  some  l^al  regulation  would  be 
perhaps  desirable,  hot  assert  that  bnsineSB  men  themselves  ore  taking  more  and  more 
pains  to  protect  themselves  in  their  investments  in  corporations.    These  witnessef 
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BCUKxHy  think  it  060688817  that  the  repoHa  of  corpor&tioiiB  at  their  inanguration 
ehonld  show  sepanttely  the  eoets  of  promotion,  nhich  must  neceemrily  vary  greatly 
accordinft  to  the  conditions. 

Mr.  Rice  refers  especially  to  the  exploitatioa  of  pat«iite,  with  which  he  hae  been 
intimately  oonnecled.  He  says  the  capitalization  of  a  company  based  on  an  unde- 
veloped patent  must  neceesarily  be  fixed  solely  on  the  baaia  of  the  an|jdpat«d  profits. 
The  preferred  stock  should  be  iesued  to  obtain  cash  for  actual  development,  and  the 
common  stock  should  represent  the  estimated  value  of  the  patent  as  such.  The  wit- 
neae  thinks  that  the  grantini;  of  patent  monopolies  is  a  greftt  benefit  to  the  public 
He  alludes  especially  to  the  experiences  of  the  Consolidated  Rubber  Tire  Company 
regarding  patents. 

PtMidly  0/  corporatiota  and  prutaiion  of  aockhfMen. — The  witneeaee '  just  referred 
to  diecuaa  also  the  desirability  oC  requiring  greater  publicity  of  the  affairs  of  large 
corporations  generally.  They  are  all  inclined  to  agree  that  some  added  legal 
requiremeuts  as  regards  publicity,  both  at  the  time  of  the  establishment  of  corpora- 
tions and  from  year  to  year  thereafter,  would  be  deeiiable,  although  they  do  not 
favor  makiDg  public  too  much  information,  eepedally  regarding  corporations  engaged 
in  competitive  buaines.  Mr.  Greene,  in  particular,  thinks  that  in  many  cases  the 
best  way  to  protect  the  public  would  be  by  requiring  the  examinatioD  of  corporations 
by  expert  auditors,  who  should  make  only  the  general  results  of  their  enaminationa 
public.  This  witness  also  discusses  in  some  detail  the  precise  nature  of  the  informa- 
tioD  which  might  properly  be  set  forth  in  public  reports. 

Mr.  Greene  and  Mr.  Woodlock  (of  the  Wall  Btreet  Journal)  likewise  discuss  the 
rights  of  stockholders  in  corporations.*  They  assert  that  in  general  the  rights  of 
stockholders,  even  those  of  minority  stockholders,  are  relatively  well  protected  by 
existing  laws  and  court  decisions.  They  see  no  reason  why  a  bona  fide  stockholder 
should  not  at  all  times  be  permitted  to  see  lists  of  all  the  stockholders;  but  they 
assert  that  stockholders  should  not  have  the  right  to  demand  access  to  all  of  the 
flnnnpl^l  accounts  of  corporations,  because  this  would  give  competitors  and  enemies 
of  corporations  the  opportunity,  by  buying  and  becoming  holders  of  a  small  amount 
of  stock,  to  get  information  r^;arding  their  afiaits. 

Export pruxa. — Mr.  Greene  and  Mr.  Howes  (o(  the  Boeton  Chamber  of  Commerce) 
think  that  the  practice  of  American  manufacturers  in  selling  goods  abroad  at  lower 
prices  than  at  home,  in  order  to  get  rid  of  a  surplus,  is  entirely  justifiable,  and  that 
the  same  practice  is  followed  by  manufacturers  in  all  countries.' 

BedpTocity  vnih  Canada. — Mr.  Howes  '  presents  a  somewhat  extended  argnmoit  in 
favor  of  a  reciprocity  treaty  with  Canada.  He  declares  that  Canada  is  even  now  the 
very  best  customer  for  the  products  of  the  United  States,  and  that  the  two  countries 
are  naturally  almost  an  economic  unit.  He  maintains,  however,  that  because  of  the 
existence  ol  tarifi  barriers  against  the  sending  of  Canadian  goods  into  the  United 
States,  Canada  not  only  retaliates  with  other  protective  dutiee,  but  is  in  general  dis- 
posed to  carry  on  trade  with  Et^land  and  other  countries  as  much  as  pofflible  in 
preference  to  the  Cnited  States,  and  that  a  greatly  increased  trade  with  this  country 
wonld  result  from  a  reciprocal  reduction  of  duties.  Mr.  Howee  thinks  that  free 
entrance  of  coal  from  Nova  ScoIJa  and  British  Columbia  would  be  of  great  benefit  to 
New  England  and  the  Pacific  coast  States,  while  our  Middle  States  could  eiport  large 
amomits  of  coal  to  Oanada.  The  lumber  interests  are  those  which  are  the  most 
strongly  opposed  to  letting  down  the  tariff  barriers,  bat  this  witness  tliinks  that  it 
would  be  a  great  advantage  to  New  England  especially  if  she  could  get  free  lumber 
from  Canada. 

Grain  deiialort  and  irupeelion. — The  subject  of  gndn  elevators  and  tbe  alleged 
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monopoly  in  eome  of  the  Western  StatoB  was  diBcosaed  with  coiudderable  fnllnen  in 
the  Hret  report  of  tliia  conuninion  on  tnmsportation.  (See  Vol.  IV,  pp.  77-8S  of 
MgesL) 

Id  the  present  volnme  Mr.  Teisbers,  of  the  Minnesota  Railroad  and  WarebotiBe 
GanuniBsion,  ent«re  somewhat  into  the  mibject  He  does  not  tiiink  that  there  ia 
anything  in  the  natnre  of  a  combination  of  elevators  in  Minoeeota,  or  an  agreement 
to  fix  the  prices  of  grain.  He  atje  that  by  virtue  of  the  law  of  that  State,  giving 
any  person  the  right  to  take  land  on  a  railroad  rigbt-of-way  by  condenmation  for 
the  purpose  of  bnilding  an  elevator,  many  independent  elevators  have  been  eetab- 
tiahed,  and  that  moreover  farmeis  can  often  load  their  grun  directly  into  the  can. 
This  witness  also  discoases  the  syetem  of  grain  inspection  nnder  the  Hinneeota  law, 
as  well  SB  the  practice  of  mixing  different  grades  of  grain.' 

1  nLgea  367.471. 173. 
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I.  &AZLWAT  FUTAHOBa  aENXBALLT. 

(See  also  Ifupection  of  account*,  p.  clxz.  ) 

A.  Capttallzatlon  of  railroad*  (see  also  Oapiialiiaiion  of  eorponOioni,  p. 
cfxzxii). — 1.  Are  Ameri/Mn  railwiyi  overGapdalizedt — Professor  Riplkv  aaya  that  in 
some  roadf  tjie  capitalization  is  greatlv  swollen  and  in  some  roaiis  it  doee  not  rep- 
resent more  Uian  actual  investment.  In  some  roads  csi>it»]ization  covers  not  onl^tne 
first  coat,  bnt  all  improvementfl  in  tbe  road.  In  othera  it  does  not.  The  old  Chicago 
and  Alton,  for  instance,  was  so  conHerratively  financed  that  the  capitaliuktion  rep- 
resented only  60  per  cent  ot  the  vatne  of  the  property.  The  relation  between  the 
capitB-lixation  of  h  road  and  the  valae  of  its  property  should  lie  at  the  basiH  of  the 
determination  of  what  rates  are  reoBonable.  A  road  is  not  always  entitled  to  earn  a 
living  interest  in  dividends  upon  its  capitalization,  because  a  part  of  that  capitaliza* 
tion  may  be  flclitionB.     (291,  292,  306.) 

FrofeasorlUpIeysays  that  while  thesellingof  bonds  at  alow  fifore  to  persons  who 
carry  tliiTiugh  a  deal  and  the  reselling  of  these  bonds  at  a  high  flgare  is  not  techni- 
cally stock  watering,  yet  it  has  the  same  effect.  He  cites  the  case  of  the  Chicago 
and  Alton.  Its  volume  of  securitiee  was  increased  from  about  (42,000,000  to  some- 
thing like  $120,000,000,  a  large  part  of  the  increase  going  in  profits  to  the  persons 
who  had  the  deal  in  charge.     (304. ) 

Professor  Parsons  asserts  that  the  tendency  of  the  great  railway  corporations  is  to 
baild  ap  capitalization  all  the  time,  adding  together  the  cost  of  the  original  nlani 
and  the  cost  of  all  improvements,  reconstructions,  etc.,  until,  even  with  honest  book- 
keeping and  without  any  stock  watering,  the  capitalization  comes  to  be  2  or  3  tim~' 
the  worth  of  the  plant,  and  the  face  value  of  the  stock  and  bonds  of  these  corpoi„ 
tions  is  very  much  more  ttian  the  cost  of  the  ptant  or  what  it  could  be  duplicated  for. 
In  ^1  the  corporations  there  is  more  or  less  watered  stock. 

The  system  of  watering  railway  stocks  originated  with  VanderbiU  when  he  con- 
solidated the  various  railway  properties  now  constituting  the  New  York  Cenljal 
Bvstfnn  and  increased  the  capitalization  from  $64,000,000,  which  was  a  little  more 
than  the  actual  cost  of  the  roads,  np  to  $103,000,000. 

The  total  capitalisation  of  the  railways  of  the  country  is  a  little  over$60,000a  mile, 
while  the  cost  of  reproduction  would  be  under  |30,(XI0  a  mile.  The  cost  ot  repro- 
duction of  a  plant  is  a  fair  (eet  ot  what  it  should  be  capitalized  at.  There  is  a  total 
difierence  ot^  policy  under  governmental  ownership,  where  there  is  no  wat«r  or 
inflation,  but  exactly  the  opposite  policy  of  reducinn  the  capitalization  from  year  to 
year.  One  ot  tbe  reasons  given  by  the  Swiss  FederarCouncil  for  going  over  to  public 
owneiship  was  that  they  were  surrounded  by  countries  that  were  aiming  to  reduce 
rates  to  the  least  possible  figures,  and  that  the  Swiss  roads  would  pile  up  tbe  capitali- 
zation so  high  that  they  would  not  be  able  to  compete.     (154-156. ) 

Mr.  Tbisberg,  secretary  of  the  State  railroad  and  warehouse  commission  of  Minne- 
sota, states  that  a  district  court  in  his  State  found  that  the  cost  of  reproducing  the 
Great  Northern  road,  some  1.385  miles,  in  Minnesota  would  be  an  average  of  $32,000 
per  mile.  About  one-tbird  ot  this  amount  was  the  cost  of  the  terminals.  The  supreme 
court  found  this  to  be  exorbitant     (366.) 

Mr.  ScHiPF,  of  Enhn,  Loeb  &  Co.,  bankers,  does  not  believe  there  is  such  a  thing 
as  exce^ve  capitalization.  The  market  value  of  the  stocks  and  bonds  of  one  trans- 
portation company  adapts  itself  to  that  of  another  company  which  may  have  an 
entirelr  different  capitalization.  The  market  value  of  competing  lines  adapts  itself 
to  a  relative  level,  wnatever  the  capitalization.  In  tbe  case  of  tbe  acquisition  of  the 
securities  of  one  road  by  another  there  is  not  necessarily  any  danger  that  the  pnr- 
chase  may  be  made  at  a  high  figure,  which  may  afterwards  oe  carried  in  the  capi- 
taUxation  of  the  two  roads.  That  would  depend  npon  the  good  judgmentof  tbe  rail- 
Dnring  the  pest  year  or  two  Bcqoiaitiona  of  thii  sort  have  been  made 
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on  moch  lower  fifcuree  than  now  exist.  The  worth  of  a,  stock  ia  its  earning  power. 
Every  other  v&lue  given  is  speculative.  If  a  road  overiseues  stock  on  presumptive 
earninKS  or  uxtensionH  or  by  vote  of  the  board  of  directors  the  water  in  the  iasue  is 
nearly  always  practically  eliminated  bv  the  rating  which  the  market  puts  on  the  stock 
itself.  Very  few  compauiee  or  boarae  of  directors  mn  JDcrease  their  capital  stock 
without  a  vote  oE  the  stockholders,  and  any  unjust  increase  would  necessarily  be 
done  by  the  owners  of  the  property  themselvee.  Every  intelligent  shareholder  now- 
adays acts  independently,  and  if  anything  is  proposed  by  the  larger  si isreholders  that 
is  not  approved  by  Uie  smaller  onea  they  make  tnemselvea  very  readily  and  very  for- 
cibly heard. 

As  a  general  proposition  it  would  be  imposible  to  sav  offhand  whether  it  would  be 
a  proper  proceedirig  for  two  roads,  each  of  which  haa  a  fair  capitalization,  to  com- 
bineand  double  the  total  capitalization  of  the  two  roads  in  the  new  line.     (772-776.) 

Mr.  Thouas,  president  of  tne  Erie  Railroad,  asserts  that  the  capitalization  of  Amei^ 
ican  railroads  is  low  as  compared  with  that  of  English  roads.  Some  of  the  English 
roads  have  a  capital  of  $350,000  per  mile.  There  is  a  cry  against  the  Erie  Railroad 
because  it  has  a  bonded  debtof  $70,000  per  mile,  hut  theproperty  could  not  he  repro- 
dnced  for  the  amount  of  that  debt  with  a  very  lai^  sum  in  addition.  The  witness 
doubts  much  the  correctness  of  estimates  as  to  the  cost  of  building  railroads,  while 
the  value  of  terminals  is  a  very  important  factor.  Besides  its  bonds,  the  Erie  Rail- 
road, according  to  Mr.  Thomas,  has  f43,000,000  of  first  preferred  stock,  $16,000,000  of 
second  preferred  stock,  and  $100,000,000  of  common  stock.  The  Erie  has  been 
tbroogb  several  bankruptcies,  which  liave  reduced  the  rates  of  interest  and  fixed 
chatKea.  The  witness  does  not  assert  that  the  stock  has  been  reduced  by  reorgani- 
zations, but  says  that  the  amount  of  stock  makes  no  difierence  if  no  dividends  ore 
paid  upon  it. 

Mr.  Thomas  does  not  think  either  that  heavy  capitaliaition  of  a  railroad  tends  to 
increase  the  speculation  in  its  securities.  The  contrary  is  probably  the  case. 
(551,559.) 

Mr.  WooDLOCE,  railroad  editor  of  the  Wall  Street  Journal,  does  not  believe  that 
American  railroads  ftenerally  are  overcapitalized.  The  stocks  and  bonds  of  Ameri- 
can railroads  combined  average  only  $61,000  per  mile  of  road.  This  is  an  increase 
of  about  $S,0O0  above  the  figure  15  years  a^.  In  some  instances,  however, 
recent  reorganizations  of  railroads  have  mcreas^  securities  unduly.  This  was  the 
case,  for  example,  with  the  Richmond  Terminal,  the  Erie,  the  Reading,  and  the 
Chicago  and  Alton.  Various  junior  securities  have  been  issued  which  could  not  be 
expected  to  get  any  dividends.  Thus  Mr.  J.  P.  Morgan,  in  most  of  his  reorganiza- 
tions, estimated  the  minimum  euning  capacity  and  based  the  fixed  charges,  going  to 
bonds  and  preferred  stocks,  on  that,  but  as  regards  securities  dependent  upon  future 
prospects  people  could  prettv  much  help  themselves.     (456. ) 

Mr.  Woodlock  says  that  tfie  capitalization  of  British  railroads  is  between  $221X000 
and  $240,000,  per  mile,  as  compared  with  $61,000  per  mile  for  Americanroads.  When 
British  roads  were  being  built,  from  1840  to  1650,  land  was  worth  a  great  deal  more 
than  it  is  here,  and  more  than  it  is  worth  in  England  now.  Moreover,  the  English 
roads  have  capitalized  every  amount,  however  small,  which  has  gone  into  improving 
the  lines.  Mr.  Woodlock  seems  to  imply  that  the  policy  was  intentionally  to  increase 
capitalization  as  much  as  possible.  'Hie  best  English  roads  pay  from  6  to  7}  per 
cent  dividends  on  this  high  capitalization.     (461. ) 

2.  i^per  6a«>o/cop!/a2t2a/ion(  see  also  under  roroiion,  p.  clixxii). — Mr.  Talcott, 
assistant  to  the  president  of  the  Seaboard  Air  Line,  says  that  the  question  of  the 
proper  basis  for  capitalizing  a  railroad  is  the  hardest  problem  that  was  ever  pro- 
pounded to  him.  He  does  not  see  how  the  physical  value  of  the  property  can  prop- 
erly be  disregarded,  and  vet  the  public  and  the  financiers  appreciate  a  property  only 
for  what  it  will  earn.  Tne  value  of  a  property  and  the  value  of  a  franchise  are  two 
different  things;  hut  Mr.  Talcott  thinks,  apparently,  that  both  should  be  considered 
in  fixing  a  value  or  in  fixing  a  capitalization.     (636. ) 

Mr.  Woodlock  doen  not  believe  that  overcapitalization  has  any  effect  on  earnings 
or  rates.  Earning  capacity  is  the  final  test  of^  capitalization  itself.  All  other  influ- 
ences tend  to  favor  overcapitalization,  but  earning  capacity  tends  to  keep  it  down. 
Rates  of  transportation  are  governed  by  conditions  into  which  capitalization  does  not 
enter  at  all. 

Mr.  Woodlock  does  not  agree  with  the  position  of  the  Interstate  Commerce  Com- 
mission that  in  estimating  a  reasonable  rate  the  original  cost  of  the  road  should  be 
considered.  It  ia  fairer  to  consider  as  a  basis  the  cost  of  duplication,  including  not 
merely  the  physical  plant,  but  the  terminals,  the  acquisition  of  buBineas,  and  every- 
thing which  makee  an  operating  railroad.  The  cost  of  duplication  is  a  very  difierent 
thing  from  the  onginal  cost.    Bailioads  have  naturally  become  very  valuable  becftuee 
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of  the  growth  of  popnlatioii,  vhich  in  many  oaaee  has  been  the  remit  of  the  presence 
of  the  railroad,  ana  which  has  incmeed  especially  the  value  of  laud  far  risht  ol  way 
and  for  tenninale.  Moreover,  lai^amoimteof  money  have  been  diverted  iErom  eun- 
in^  for  the  improvement  of  the  nikoads,  and  often  no  account  hoe  been  made  of 
this  fact  in  the  capital  investment. 

Mr.  Woodlock  believee,  in  fact,  that  the  existing  capitalization  of  raitioada  in  geoeTal 
repreeenta  no  more  than  the  actual  cost  of  the  roads.  The  cost  of  a  road  includes 
manv  mtdtetB  not  strictly  ol  conaboction.  For  example,  there  is  the  discount  on 
bonds  in  many  mirm,  which  must  be  u)Dsidered  a  part  of  the  coet.  It  is  true  that 
eometimes  contracta  for  construction  are  given  to  construction  companies,  often  com- 
posed of  officers  of  the  rottd,  at  very  high  figures.  But  after  the  whole  road  is  laid  it 
IB  not  finished.    Money  must  be  spent  ou  it  for  years. 

Mr.  Woodlock  conclades  with  the  statement  that  the  capitalization  of  the  railroads 
as  compared  with  modem  industrial  combinations  is,  in  Beneial,  exceedioKly  con- 
servative. In  some  instancee  railroads  have  been  capitalised  at  an  absurdly  low  rate. 
(456-458.) 

3.  Sock  dividend*. — Mr.  Schiff  testified  that  as  a  general  proposition  he  does  not 
believe  stock  dividends  axe  advisable,  but  there  may  be  exceptions  if  the  stock 
dividend  represents  cash  value  or  eamingg  actually  retained  in  the  counse  of  years 
from  the  shareholdeis.     He  says: 

"  For  instance,  if  I  own  to-day  a  line  of  road  from  New  York  to  Albany,  and  wont 
to  bnild  a  bnmcb,  say,  from  Aloany  to  Saratoga,  and  if,  instead  of  issuing  new  cap- 
ital, I  takemv  earnings,  or  tfaeeaminssof  thesnareholdersof  the  company,  to  build 
that  new  roaa  with,  I  should  be  jastioed,  after  that  road  is  completed,  in  retumiuK 
to  the  sliarehSlders  their  money  which  has  been  used  for  new  capital  in  the  form  ol 
new  Bharee."     (774.) 

4.  Depreciation  in  value  of  properly. — Professor  Biplet  says  that,  in  comjiuting  the 
valne  of  the  tangible  property  of  railroads  in  Michigan,  consideration  is  taken  of 
depreciation  in  value  over  fiist  cosL  In  addition  to  figuring  out  the  cost  at  duplica- 
tion, the  worth  of  the  road  for  scrap  is  also  eBtimatod.  For  instance,  the  cost  of  the 
steel  ndls  used  by  tbe  railroads  is  estimated,  how  much  those  roils  are  worth  as  scrap, 
and  how  long  is  theirnormal  life.  If  thenormal  lifeof  theinil  would  be  twenty-five 
years,  the  assumption  is  mode  that  one  twenty-fifth  of  the  difference  between  the  cost 
of  the  rails  and  Uie  scrap  diaappeais  in  each  year.  Then  if  tiie  road  has  been  built  for 
three  years,  three  twenty-fifths  of  this  difia«nce  in  value  should  rightly  be  deducted 
in  order  to  determine  how  much  the  road  is  worth  at  the  present  tune.    (306. ) 

5.  SaUrmenltofraSroadt. — Mr.  Taloott.  assistaot  to  the  president  of  the  Seaboard 
Air  line,  says  that  the  cost  of  additional  ucilities  for  handling  business  is  charged 
by  some  Southern  roads  to  operating  expenses,  generally  with  a  note  that  the  amount 
has  gone  for  betterment,  ana  by  other  roads,  it  the  improvement  is  of  any  m^^i- 
tude,  lo  the  construction  account.  New  equipment  is  generally  paid  for  out  of  earn- 
ings, because  the  usual  way  to  buy  it  is  on  the  car-trust  plan,  ma  Hug  payments 
monthly  or  quarterly.      (636.) 

6.  OatilalizeitianoflheChieago __.     .. ^ ._,^ 

of  the  Chicago  and  Alton  Railroad  as  an  illustration  of  modem  methods  of  railro 
financing.     For  eighteen  or  nineteen  years,  until  verv  recently,  the  road  did  not 

— ■«  Its  capitahzation  nor  extend  its  lines.  It  paia  dividends  of  7  or  8  per  cent 
uu  iH  common  stock  regularly.  Its  net  earnings  were  about  (2,900,000  per  year. 
Tbe  road  had  (22,000,000  of  stock  and  98,000,000  of  bonds.  The  interest  on  the 
bonds  and  rentals  required  $1,100,000  yearly,  leaving  (1  800,000  tor  dividends.  Mr. 
Harriman  finally  bought  out  the  rood,  paying  (176  per  share  for  common  stock  and 
$200  per  share  for  preferred  stock,  the  entire  stock  costing  him  more  than  $40,000,000. 
He  knew  that  a  first  choive  on  the  net  earning  capacity  of  $1,800,000  could  be  floated 
at  i\  per  cent  interest  or  less.  Accordingly  he  issued  mure  stock  and  bonds,  so  that 
the  present  capitalization  is  $54,000,000  of  bonds,  partly  3  per  cent  and  partly  34  per 
cent,  and  $40,000,000  of  stock.  Mr.  Woodlock  contends  that  the  rood  i.i  perfectly 
able  to  pay  interest  on  the  bonds  and  dividends  on  preferred  stock.  Mr.  Harrimaii 
made,  of  course,  a  very  considerable  profit.  He  bought  it  on  practically  a  5  per  cent 
basis.  It  is  believed  tuat  the  syndicate  which  bought  up  the  road  maae  a  profit  of 
16  or  18  per  cent,  bnt  there  were  other  profits  not  going  directly  to  the  syndicate, 
Tbe  railroad  has  meanwhile  increased  its  length  by  iniymg  up  a  short  line,  increas- 
ins  the  mileage  from  847  miles  to  900. 

Mr.  Woodlock  contends  that  the  capitalization  of  the  Chicago  and  Alton  is  scarcely 
excessive,  as  regards  its  effect  on  rates,  for  the  reason  that,  thoueh  there  is  plenty  of 
™cney  available  for  profitable  enterprises,  no  one  proposes  to  build  another  road 
from  Chiowo  to  8t  Louis.  Another  road  could  not  make  lower  rates  than  those 
existing.    There  was  a  project  to  build  a  abort  line,  known  as  the  Bt.  Louis  and 
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Northern,  up  to  Chica^.  The  other  nulroade  did  not  want  another  Chicago  line; 
there  was  no  need  for  it.  They  simply  bought  it  up,  tod  the  Alton  now  owns  this 
line,  Nevertheleee  the  witness  thinks  that  those  wno  buy  Alton  common  stock  at 
40  are  likely  to  get  left.     (45a-460.) 

Mr.  ScHiPF  declares  that  the  recent  financing  of  the  Chicago  and  Alton  rood  by 
his  firm  was  simply  a  readjustment  and  not  a  reorganization.  The  old  organization 
had.  become  bo  heayy  that  it  was  impossible  to  expand  the  poaribilitiea  of  the  n^, 
and  the  stockholders  decided  they  would  readjust  the  finances  of  the  company. 
His  firm  were  lane  stockholders.  The  charges  for  dividends  and  interest  in  the 
new  coloration  do  not  vary  5  per  cent  from  the  charges  and  dividends  of  the  old 
corporation.  He  is  not  aware  that  the  capitalization  waa  increased  from  about 
$30,000,000  to  something  over  $100,000,000,  including  stock  and  bonds.  He  remem- 
heis  very  clearly  that  under  the  old  financing  the  charges  for  dividends  and  interest 
were  something  like  $2,600,000  and  under  the  new  scheme  they  were  only  eomething 
like  f2, 700,000,  notwithstanding  the  fact  that  about  $10,000,000  new  money  had 

Sane  into  the  road.  The  amounts  of  stock  and  bonds  were  increased,  but  the  divi- 
enda,  which  for  30  years  had  been  7  per  cent,  were  reduced  to  4  per  cent  There 
is  no  more  temptation  to  increase  dividends  from  4  to  8  per  cent  than  would  have 
existed  before  if  it  had  increased  the  old  dividend  from  7  to  10  per  cent  and  it  wonld 
not  necessarily  excite  public  comment  aov  more  to  do  so.     (776,  77S. ) 

7.  f^Tiancing  of  th^  Xantag  Oiiy,  PiUtmrg  and  Gvlf  iiaifrood.— Mr.  Woodlock 
speaks  especially  of  the  financing  of  this  road.  It  was  started  by  Mr.  Stilwell,  who 
aimed  to  Duild  a  line  directly  from  Kansas  City  to  the  Gulf  of  Mexico,  establtshii^ 
a  deep-water  port  on  Sabine  I^ke,  with  a  ship  canal  from  the  Gulf  to  the  lake.  He 
laisea  the  money  for  the  road  mainly  in  Amsterdam.  The  terms  of  the  mortgage 
permitted  the  issue  o(  bonds  at  the  rate  of  $25,000  per  mile,  both  for  main  track  and 
for  yard  and  terminal  tiacks.  Whenever  the  road  found  itaelf  in  need  of  money 
it  would  lay  five  or  six  tracks  alongside  the  main  track,  call  it  a  ysjd  and  get  $25,000 
per  mile  of  bonds.  Ninety  or  100  miles  of  such  unnecessary  yard  track  were  laid. 
These  bonds  were  mostly  sold  at  from  65  to  70  cents  on  the  dollar,  and  an  equal 
amount  of  common  stock  was  thrown  in  as  a  bonus.  It  was  obvious  that  the  prop- 
erty conld  not  bear  such  heavy  capitalization  and  it  finally  went  into  bankroptcy 
ana  has  been  reorganized.     ^461,  462. ) 

S.  ^td  of  high  capilaliiaiMn  on  price  of  eloeks. — Mr.  Wooolock  points  out  that 
stock  Bearing  a  low  mtereet  sells  at  a  relatively  higher  price  than  one  b^u-ing  high 
interest  If  a  6  per  cent  income  is  divided  between  a  4  per  cent  stock  and  a  2  per 
cent  stock,  the  two  can  be  sold  for  much  more  thui  a  8  per  cent  stock,  because  there 
arealwaye  "prospects."     (400.) 

B.  Regulation  of  capitalization — 1.  OeTieraUy.—Wtale  Mr.  Woodlock 
does  not  believe  that  overcapitalization  is  likely  to  have  any  special  effect  upon  the 
public  as  regards  rates,  he  does  believe  that  it  may  injuriously  affect  apeculators  and 
investors.  At  the  same  time  it  would  be  very  difficult  to  protect  them.  The  in- 
vestor refuses  to  be  protected;  "He  wants  to  gamble,"  Mr.  Woodlock  seems  to 
hold  that  it  would  be  a  good  thing  to  have  Federal  legislation,  effectively  enforced, 
reetrictine  capitalization  of  railroads  closely  to  actual  investment.  The  Massachu- 
setts legislation  on  this  subject  and  the  English  legislation  are  both  good  and  should 
be  either  enacted  in  a  general  way  by  Congress  or  woven  into  the  interstate-com- 
merce law.     (460-462.) 

Notwithstanding  his  si 

overcapitalized,  Mr.  Thomas  thinks  that  legislatio;  _    ._ 

securities  by  railroads.  This  would  be  advantageous  both  to  the  railroads  and  tc 
public,  certainly  much  more  advant^eous  than  regulation  of  charges  and  other  inter- 
ference. Corporations  should  be  controlled  chiefiy  through  their  financial  machinery. 
The  witness  would  approve  the  extension  of  the  powers  of  the  Interstate  Commerce 
Commission  in  this  airection.     (551,  559,  E""  ' 

2.  ifaiitachtieeUt  law. — Professor  Riplby  i 
chusetts  are  so  strict  that  no  railroad  in  M 
stocks  or  bonds,  can  lease  another  road,  can  build  another  spur  of  side  track  or  do 
anything  of  that  kind  without  getting  the  prior  approval  of  the  railroad  commission. 
The  result  is  that  the  roads  feel  that  unless  they  accede  to  the  recommendations  of 
the  railroad  commissioners  in  matters  of  rates  it  will  happen  that,  when  they  wish  to 
carry  through  some  financial  operation,  the  railroad  commission  may  withhold  its 
consent.  The  railroad  commission  isnot  empowered  to  determine  rates,  though  some 
years  ago,  when  the  Housatonic  Railroad  refused  or  neglected  to  comply  with  a  recom- 
mendation of  the  commifsion  for  the  reduction  of  rates  at  certain  jwints,  the  commis- 
sion reported  the  facts  to  the  general  conrt,  which  was  then  in  session,  and  the  gen- 
eral court  immediately  autboilzed  the  railroad  commiaHion  to  fix  rates  on  that  road. 
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Under  ordinary  conditionB  tiie  power  poeBeaeed  by  the  railroad  coininiflaion  which 
enablcfl  it  to  paaa  upon  all  flnancial  operadona  ie  sufficient  for  making  the  railroada 
acqnieace  in  auch  Hu^^estions  as  are  made.  Such  power  in  the  hands  (» the  Intentate 
Commerce  Commission  over  interstate  roads  would  give  to  it  the  hold  over  those  roftda 
which  the  Massachoeetts  railroad  commission  now  has  over  MassacbuBette  roads.  lie 
Maasachusette  corporation  laws  also  operate  to  prevent  stock  watering  and  to  hold 
down  capitalization.  The  law  specifltally  aays  that  no  corjraration  shall  issue  stock 
except  to  the  amount  of  actual  investment  in  tangible,  physical  plant,  and  Manachu- 
setts  corporations  do  not  incorporate  for  anywhere  near  the  agnngate  amount  of  par 
value  of  stock  and  bonds  per  mile  which  is  customary  in  other  parts  of  the  connby. 
(292,  293.) 

Mr.  F.jACKSOH.amem ber  of  the  MassachnsetteState  Board  of  Railroad  Commission- 
ere,  says  that  the  ^licy  of  the  board  in  respect  to  capitalization  is  one  of  restriction. 
Its  theory  is  that  it  is  right  that  the  people  who  furnish  the  income  to  the  stock- 
holdera  inihe  way  of  rates  should  pay  profits  only  upon  actual  expenditure.  The 
Statute  describes  the  purposes,  in  a  ^neral  way,  for  wnich  stock  and  bonds  may  be 
issued.  Then  the  board  has  to  decide  whether  the  pwticnlar  purposes  of  the  com- 
pany ^rly  fall  within  the  general  purposes  as  described  by  the  statute.  Next  it 
decides  the  amount  of  capital  which  is  fairly  required  for  that  purpose.  If  a  street 
railway  desires  to  e(]uip  its  road  the  board  has  a  skilled  expert  to  determine  what  the 
fair  coet  of  such  equipment  would  be;  if  a  road  is  to  he  built,  the  board  has  an  expert 
engineer  examine  into  the  coet  of  constmction;  if  real  estate  is  to  be  bought,  the 
board  determines  the  fair  amount  to  be  paid  for  the  property. 

There  is  astatntory  distinction  and  there  are  distinctions  in  piactice  between  bonds 
and  stock  in  fixing  the  amount  of  capitalization.  The  bonds  must  not  be  in  excen  of 
the  capital  stock,  and,  in  practice,  the  board  never  allows  bonds  to  be  issued  until  the 
enterprise  has  reached  the  stage  of  completion.  Before  approving  an  issue  of  mort- 
gage tx>nds  the  board  examinee  the  assets  and  liabilities  of  the  nulway  or  railroad, 
determines  the  value  of  the  property,  and  sees  that  it  is  at  least  equal  to  the  amount 
of  the  ontetanding  capital  and  indeotedne«.  In  determining  the  value  of  the  prop- 
erty the  board  does  not  take  into  account  the  value  of  the  terminals.     (843,  844.) 

Ur.  Jackson  says  also  that  stock  and  scrip  dividends  are  prohibited  by  statate  in 
Manachosetts.     (844.) 

3.  Minnttata  law.^-M.r.  Tbisbero,  secretary  of  the  State  Biulroad  and  Warehouse 
Commission  of  Minnesota,  says  that  an  act' was  passed  in  his  State  in  1S87,  reauiring 
tluit  all  stock  issued  by  new  railroad  companies  should  be  fully  paid,  and  that  no 
increase  of  stock  should  be  made  without  the  consent  of  the  Railroad  and  Warehouse 
Commission.  Since  that  time  the  witnes  believes  that  3  applications  for  permiseioa 
to  increase  capital  stock  have  been  made.  All  have  been  granted,  after  full  hearing. 
The  regalation  of  stock  issues  doee  not  apply  to  the  Great  Northern  Company,  whidi 
holds  a  charter  dating  from  1856,  nor  to  the  Northern  Pacific.  It  apphee  only  to  a 
few  roods  incorporate  under  the  general  incorporation  law.     (365.) 

4.  Siakinff  fioidt. — Mr.  Ripikv  aays  that  the  only  difficulty  he  Bees  in  the  propoeal 
to  require  roads  to  set  aside  a  sinking  fund  to  liquidate  their  bonds  is  that  the  status 
of  those  sinking  funds  would  be  highly  complicated  if  the  roads  went  into  the  hands  (rf 
a  receiver  before  the  final  burden  of  the  securities  was  paid  off.     (306.) 

C.  Bankruptcy  and  reoivanlzBtloDarrallroads.—l.  £f«ct  on  oopitoZf- 
zniion, — Mr.  Gbbbhe,  of  the  Audit  Company  of  New  York,  says  that  the  same  causee 
which  make  hard  times  in  manufacturing  business  make  hard  times  for  the  railroada, 
so  that  bankruptoy  and  reorganieations  are  more  or  lees  periodical,  depending  on  the 
fluctuations  in  buaineSB. 

It  is  not  always  true  that  railroads  with  heavy  capitolication  are  most  subject  to 
bankruptey.  It  depends  on  the  situation  of  the  corporation  and  the  nature  of  its 
badness.  It  can  not  be  said  that  the  reorganizations  of  recent  years  have  usually 
resulted  in  cutting  down  the  aggre^te  volume  of  the  securities  of  the  railroad  com- 
panies. They  have  generally  reduced  the  bonded  indeblednees,  or  in  any  case,  on 
accoont  of  the  lower  rate  of  interest,  reduced  the  fixed  charges  upon  bonded  debt 
In  not  a  few  instances  the  stocks  have  been  increased.  Often  preferred  stocks  have 
been  created,  sometimes  in  place  of  a  part  of  the  former  bonds.  It  is  one  ot  the 
objects  of  recent  railway  consolidations  to  enable  the  companies  to  earn  some  interest 
on  these  preferred  stockB,  which,  while  they  have  no  legal  claim  upon  ths  earnings, 
have  a  moml  ciMm.  Nevertbeless  an  increase  of  securities  of  this  kind  is  a  less 
serious  burden  upon  the  corporation  than  an  increase  of  bonds.  The  bonds  must  be 
vithin  a  reasonable  limit  or  oankruptcy  will  some  time  occur. 

The  usual  way  in  which  reorganization  is  effected  is  by  a  meeting  of  persons  who 
dfter  own  or  CMitrol  a  lar^  portion  of  the  bonds.  They  often  act  in  connection  with  - 
a  friendly  receiver  of  the  railroad.    They  study  the  ntuation  to  find  out  what  the  road 
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can  do,  and  how  its  earning  capacity  can  be  increaaed,  and  aacertaio  where  money  can 
be  obtained.  They  have  to  decide  what  bonds  can  be  scaled  dowD'and  what  exchanged 
for  preferred  Blocks.  Thewitnesedoeenot  think  that  these  committees,  while  appar- 
ently self-constituted,  are  able  to  endanger  the  intereate  of  minority  etockhofderB. 
The  courts  are  more  and  more  inclined  to  protect  the  minority.  They  have  felt  that 
the  flret  consideration  was  to  preserve  the  public  service  of  the  railroad.  For  this 
reason  the^  have  tried  to  keep  the  various  milroad  Byetems  together  in  the  case  of 
reoi^^iiation,  instead  of  allowing  them  to  become  broken  up  into  separate  roads, 
wiUi  varying  elates  of  obligations  and  securities.  This  ie  the  policy  of  the  courts 
during  thereceivershipandinconnectionwithreorganiEation  movements.  The  man- 
aaers  of  railroads  often  take  pains  to  have  receivers  appointed  who  are  not  hostile  to 
Seir  intereela.  There  may  be  abuses  by  receivers,  but  to  the  honor  of  the  courts 
there  has  been  little  complaint  on  that  score.  It  ia  true  that  in  deciding,  in  connec- 
tion with  reorganization,  whether  some  lines  shall  be  dropped  or  others  retained,  the 
interefltfl  of  members  of  the  reorganization  commitloe  in  the  separate  lines  may  be  a 
factor,  but  generally  the  real  interests  of  the  entire  syatem  are  considered.  Some 
branches  are  merely  suckers  instead  of  feeders,  and  these  are  generally  cut  off.  If 
the  minority  feel  themselves  injured  by  these  processes,  they  have  recourse  readily 
to  the  courts.     (487,488.) 

Professor  Ripley  says  that  most  of  the  reorganizations  which  have  been  had, 
although  intended  to  cut  down  capitalization,  have  had  exactly  the  reverse  effect. 
While  the  road  comes  out  of  the  reorganization  with  a  lessenlns  of  its  fixed  charges, 
the  aggregate  par  value  of  stock  and  muds  is,  however,  almost  mways  greater  than  it 
was  before.  The  Atchison  road,  which  has  been  reorganized  three  times  since  1889, 
has,  after  each  reorganization,  had  a  greater  capitalization.  The  reason  for  this 
increase  in  capital  ixati  on  seems  to  be  that  persons  who  are  represented  by  all  of  the 
eight  or  ten  different  securities  resting  on  a  given  line  are  not  willing;  to  accept  in 
place  of  their  securities  others  of  a  lower  par  value  than  those  which  they  formerly 
possessed.  The  result  it)  that  many  people  are  satisfied  to  get  a  targe  aniouiit  of 
stock  in  par  value  which  does  not  s^l  for  much  on  the  exdumge,  rather  than  get  a 
few  shares  of  something  which  perhaps  will  sell  higher.  Thevall  wish  to  be  remem- 
bered in  the  organization  by  a  certain  amount  of  stock  whicn  they  hope  will  go  up 
toward  par  later. 

Beorganization  is  generally  intended  to  wipe  out  the  complexity  which  results 
from  a  targe  number  of  dinerent  classes  of  securities.  In  the  case  of  the  Union 
Pacific  reorganization,  perhaps  two  or  a  singlt!  class  of  securities  applied  over  the 
whole  line.  By  the  reduction  of  the  number  of  classes  of  securities,  uie  problem  of 
determining  how  much  capitalization  a  road  has  and  what  the  relation  of  its  capi- 
talization is  to  its  earnings  is  greatly  simplified.  In  most  cases  reorganization  b^ 
resulted  in  a  considerable  cutting  down  of  fixed  charges.  Financiers  are  enabled  to 
issue  new  classes  of  bonds  at  lower  rates  of  interest,  etc.  The  roads  can  refund 
pracricaily  for  3i  per  cent  or  even  SJ  per  cent  where  formerly  they  had  to  pay  on 
those  fixed  charges  6  or  even  7  per  cent.     (291,  29(,  298.) 

Mr.  Ripley  says  also  that  a  great  many  ol  the  roads  in  this  country  are  redudoB 
their  bond  issues  and  substitutmg  stock,  for  the  reason  that  dividends  on  stock  need 
not  of  necessity  be  paid  in  times  of  depression,  while  bond  charges  must  be  met 
rejfularly  or  else  there  is  bankruptcy  or  receivership.  The  difficulty  in  such  Huhsti- 
tMtion  is  that  it  is  only  an  exceedingly  strong  road  that  can  issue  stock.     (304.) 

Mr.  Grbenb,  of  the  Audit  CTompany  of  New  York,  says  that  there  has  been  a  great 
redaction  in  the  rates  of  interest  on  the  bonded  debts.  The  Kcnenil  basis  has  been 
reduced  from  about  7  per  cent  in  1890  to  4  per  cent  in  1901.  The  bonds  of  the  New 
York  Central  now  bear  7  per  cent,  bnt  coula  be  refunded  at  3i  per  cent.     (486. ) 

2.  I^ia  of  recent  reorgnnizafion*  on  phydeal  character  of  roads. — Mr.  Ricb,  banker, 
believes  that  the  financial  condition  of  American  railrc«ds  is  very  much  better  now 
than  it  was  in  1893.  Through  the  various  reorganizations  which  followed  the  bank< 
raptcies  of  that  and  the  following  years  an  enormous  amount  of  cash  has  been  put 
into  tlie  railroads.  Thus  the  Southern  Railroad  is  made  up  of  a  number  of  small 
lines,  which  were  very  poorly  constructed.  Lai^  assessments  were  levied  on  the 
stockholders,  and  the  combined  road  has  improved  greatly  in  physical  conditions. 
The  same  is  true  of  roads  in  other  sections.  While  IS  years  ago  the  Enjflish  nul- 
roads  were  superior  to  outs  in  their  physical  conditions,  the  opposite  is  tme  at 
present.     (740. ) 

3.  Receiverthipi.—MT.  RicaeayB  that  he  secured  the  introductionof  abill  intoCon- 
gressseveralyearsasoon  the  subject  of  rei^ei  vers  hips.  It  haslKen  thepractice  when- 
ever the  president  ol  a  railroad  had  bad  luck  to  put  it  into  bankruptcy  and  appoint 
him  receiver,  on  the  ground  that  he  was  most  familiar  with  the  road.  The  witnes 
thinks  that  if  the  familiarity  of  the  president  brought  on  tbe  ruin  of  the  road  it  would 
be  better  to  have  some  ooe  else  act  as  receiver.     (741.) 
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Hr.  TAI.C01T,  asistant  to  the  {^resident  of  the  Seaboanl  Air  Line,  thinks  that  the 
principal  caoae  of  the  peceiverahipa,  which  were  so  nnmeroua  aeveral  ye»n  ago,  mu 
thfit  the  maiiageis  in  their  anxiety  to  build  up  big  eystems  bought  properties  and 
paid  more  for  them  than  they  were  worth.  In  the  case  of  the  Richmond  Tenolnal, 
for  instance,  an  exceedingly  valuable  stock  was  dilated  by  addii^j  weak  properties 
to  it  tintil  its  back  was  broken.  This  company  was  not  actually  insolvent  when  it 
was  put  into  the  bands  of  a  receiver.  It  was  not  in  default  even  on  a  note.  Rate- 
cutbng  had  nothing  to  do  with  the  failure  of  this  company,  nor  with  that  (rf  the  Nor> 
folk  and  Western,  though  there  have  been  many  cases  of  failure  due  to  recklesB 
competition.  (638. ) 
"^  "iMtCDlatlon  In  raH'wa^  Bnd  other  secarltlea. — Mr.  Woodlock, 
editor  of  the  Wall  Street  Journal,  expreeeee  the  opinion  that  the  majority  of 

the  New  York  Stock  Exchange  are  purchaeee  of  fltocka  on  margin. 

^_._.   .ifamanh -.,...       —   .  ,      .,„  5L,, 

lie  gets  whatever  profit  tl 
ebaicfl  go  down. 

Mr.  Woodlock  does  not  beheve  that  speculation  in  stocks  has  any  pennanent  effect 
on  tbeir  value  at  all.  The  real  earning  capacity  determines  the  prices  of  atocki  in 
the  long  run.  Temporary  fluctuatjona,  even  of  considerable  amount,  may  take  place 
without  any  real  change  m  penn<uient  value.  This  may  be  due  to  svmpathy  with 
other  stocks  or  to  the  necessity  which  cximpels  some  large  holder  to  sell  out  rapidly. 
Thus,  even  in  the  case  of  the  Great  Northern,  which  is  on  a  splendid  financiai  oasu^ 
there  have  been  fluctuations  of  as  much  as  20  points  in  a  dav. 

Mr.  Woodlock  BBserls  further  that  the  stock  exchangee  nave  very  strict  reqoiie- 
menta  as  regards  stocks  which  are  formally  listed.  The  companies  nave  to  furnish 
much  iniormation  at  the  outset,  and  make  periodical  reports.  There  are  some  com- 
panies, 0Qch  as  the  American  Sugar  Refining  Company,  which  are  not  willing  to  fur- 
niab  the  information  required  for  listing.  The  stock  exchange  allows  some  of  th^e, 
known  as  unlisted  secniities,  to  be  dealt  with  on  the  floor  of  the  exchange,  but  with 
the  undetstanding  that  greater  risk  is  involved.  Unlisted  securities  are  mostly 
"indostrials."  The  witoeee  believes  that,  if  poadble,  I^slation  requiring  the  fur- 
nishing of  adeqtiate  infonnadon  regarding  corpoiatious  should  be  eoactod.  (40S, 
466.) 

Sioct  gamiiiug. — Professor  Parsons  states  that  one  of  the  evils  of  overcapitalization 
in  private  monopolies  is  that  it  creates  a  mania  for  speculation  and  stock  gambling 
in  New  York  and  other  cities,  which  is  very  detrimental  to  the  industries  of  the 
country  and  also  detrimental  in  its  effect  on  youn^  men  especially.  If  theee  indus- 
tries were  controlled  by  the  public  the  opportumties  for  stock  gambling  would  be 
done  away  with.     (155,166.) 

Mr.  Gbskne,  of  the  Audit  Company  of  New  York,  asserts  that  the  trade  on  the 
New  York  Stock  Exchange  ia  all  legitimate.  No  member  is  allowed  to  resort  to 
bucket-shop  practices — simply  betting  on  the  market,  without  actual  buying  and 
Belling.     (483.) 

W<3l  tlreei  and  banhing  htfUMi.— Mr.  ScBiFF  testifies  that  "Wall  street"  in  the 
seose  in  which  it  is  generally  used  means  the  stock  exchange,  which  is  something 
entirely  different  from  the  bajiking  business.  lArge  banking  houses  have  only  to  do 
with  Wall  street  in  so  far  as  it  represents  a  market  for  secuntiee.  Speculation  ia  an 
entirely  different  thing.  The  enormous  rise  in  values  which  has  lately  taken  place 
(1901)  has  to  a  great  extent  been  the  reeult  of  market  speculation.  "People  went 
insane  and  went  into  what  is  popularly  termed  Wall  street  and  bought  on  margins, 
and  natoiBlly  something  had  to  occur,  as  it  always  docs,  to  bring  down  these  unrea- 
sonably inflated  prices,  and  it  did  occur." 

American  wealth  and  prosperity  will  keep  prices  to  their  natural  level.  Legitimate 
capital  and  property  can  never  be  used  to  Dnild  up  a  level  of  prices  which  is  not 
justified.  The  American  banker  did  not  come  to  the  aid  of  the  speculator,  but  merely 
saved  the  It^timate  owners  of  securitiee  from  being  compelled  to  sacrifice  them  at 
any  price,     (776.) 

^  iVorfAfm  Pat^  Railroad  eomer. — Mr.  Sick  says  that  he  understands  that  an  injunc 
tion  was  iesued  to  compel  the  holders  of  the  stock  of  the  Northern  Pacific  to  settle 
with  the  short  sellers  on  a  basis  oF  |150  per  share,  on  the  ground  that  where  there  is 
a  phydcal  impooibility  of  performing  the  contract  it  can  not  be  enforced.     (742.) 


•ecorlttea  held   In   Europe.— Mr.  Scbtfp  testifies  that 

J te  correctly  the  proportion  of  American  securities  held  in  Europe, 

bnt  he  believes  the  amonnt  is  exceedingly  small  and  the  greatest  protection  to  thij 


Wbue  uid  promerity  of  this  country,  Uie  great  strength  Jf  the  cotmtry,  lies  in  Uie 
Bctthat  Europe  holds  so  lew  of  qui  railroad  securitiee.     (776.) 
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F.  Becent  lncreaf«d  earnlnp  of  railroads.  (See  aim,  in  nUtion  to 
Tfttes,  p.  LXJtiv],— Mr.  Grkbnk,  of  the  Andit  Company,  of  New  York,  nya  that  there 
is  a  veiy^reat  mcreaee  in  the  eaminjgs  of  railroads  in  the  last  few  yeara  u  compaied 
with  their  earnings  during  the  period  of  depreasion,  and  even  before  1893.  This 
increase  is  due,  first,  to  the  general  proHperity  of  the  coiintrv  and  the  BTeat«r  amonnt 
of  trade  shipped,  and,  second,  to  the  improved  methods  of  the  railroads.  They  have 
been  forced  to  learn  how  to  do  business  better — for  example,  to  incrWBe  train  Ic    ' 


a  way  that  was  thought  impossible  10  yeare  ago.    The  lower  ratea  of  interest  oa 
__nds  will  also  leave  more  for  the  stockholders  than  formerly.    (480.) 
Mr.  NicHouoH,  manager  of  the  Central  Railway  Clearing  House,  teetifleBtlUit  there 


has  been  a  general  increase  month  by  month  in  the  railway  bnsinen  of  the  country 
for  the  last  year,  1900-1601.  The  maintenance  of  rates  and  the  .general  prosperity 
of  the  country  have  brought  this  about.     (727. ) 

Mr.  Ripley  says  that  some  of  the  roads  at  the  present  time  are  paying  a  low 
nte  of  dividends  because  they  are  turning  a  large  amount  of  surplus  earnings  baok 
into  the  property  in  stnughtening  cvirvee,  putting  up  new  stations,  and  de^oping 
terminals.     (304.) 


char^  being  applied  to  stations  holding  cars.    The  clearing-house  system  contnbatee 
to  this  end,  the  cars  being  moved  quieter.     (728.) 

Southtm  raUroadg — pkyeical  condition. — Mr.  Talcott,  assistant  to  the  president  of 
the  Seaboard  Air  Line,  says  that  railroads  in  the  Southern  States  have  greatly 
improved  in  recent  years  in  every  respect,  as  to  track,  weight  of  rails,  CE^tadty  of 
engines  and  cars,  and^ equipment  generaJly.     They  are  improving  every  year.     (635.) 

H.  OONBOLIDAIION.     OOKmnilTY  07  INTEBB8I.    FOOLXHO. 

A.  Tlie  moTement  toward  conRolldatlon  and  oommiiBlty  of 
■nteresL — 1.  QeneraUy. — Mr.  Woodlock  declaree  that  community  of  ownerphip  and 
railway  consolidations  were  the  direct  outcome  of  the  restrictions  upon  less  formal 
agreements  and  combinations  t)et ween  railroads.  The  movement  goea  back  to  the 
interstate-commerce  law,  prohibiting  pooling.  One  by  one  the  decisions  of  the  courta 
have  made  impossible  the  other  forms  of  organization  which  took  the  place  of  pool- 
ing, the  trans-Missouri  decision  taking  away  the  last  method  possible.  Mr.  C.  P. 
Huntington  seems  to  have  been  the  first  to  develop  the  community -of -ownerebip 
principle.  It  has  always  been  the  case  that  seven  or  eight  groupa  ol  bankera  were 
m  a  posidon  to  control  75  per  cent  of  the  railroad  mileage  of  the  country.  They 
have  simply  come  together  m  an  informal  manner.  Thus  the  Vanderbilts  and  the  . 
Pennsylvania  Railroad  Company  agreed  as  regards  their  resjiective  systems  to  "keep 
everything  quiet,"  and  cease  excessive  competition,  rate  cutting,  discriminatioaB,  etc 
This  is  at  least  what  is  supposed  to  have  taken  place.  In  any  case  the  trunk-line  eita- 
ation  has  become  quiet,  and  the  same  is  true  of  the  soft-coat  fdtuation.  In  other 
cases  it  has  seemed  to  therulroadsneceasary  to  secureactual  control  one  of  the  other, 
as  in  the  case  of  the  purchase  of  the  Southern  Pacific  by  the  Union  Pacific    (462. ) 

Mr.  ScHiFF,  a  member  of  the  banking  firm  of  Knhn,  Loeb  &  Co.,  of  New  York 
Citf ,  testifies  that  his  firm  has  had  leading  interests  in  the  reorguucation  of  the 
Union  Pacific;  Railroad  and  to  some  extent  the  Baltimore  and  Ohio  Railroad.  He 
says  the  community-of-interest  idea  arose  in  the  deeire  of  the  railroads  to  protect 
themselves  against  the  demoralization  and  depretaion  in  the  values  of  their  proper- 
ties, which  was  brought  about  by  antipooling  legislation.  The  cutting  of  rates 
brought  about  by  competition  demoralized  the  railroad  interests  and  was  not  bene- 
ficial to  shippers.  This  competition  resulted  in  a  gradual  coming  together  of  the 
railroad  interests  and  induced  them  to  buy  into  one  another's  properties — that  is.  the 
competinglinea  bought  stock,  directly  or  through  large  stock  ho  Id  era,  in  the  other  com- 
peting roods.  This  process  has  been  going  on  on  a  large  scale,  and  while  not  yet 
completed  it  will  naturally  taring  about  some  protection  to  the  properties  and  will  he 
of  great  benefit  to  the  laboring  man  and  will  give  security  to  the  shipper,  as  well  as  be 
beneficial  to  the  owner  of  railroed  property.     The  final  result  will  Dea  "community 


NoUiing  like  general  consolidation  oC  r^lroad  properties  is  intended  by  this  pro- 
ceeding. There  will  not  necessarily  be  an  absorption  by  one  company  of  another. 
The  e^blishment  of  a  community  of  interest  does  not  necessarily  involve  any  strug- 


fle  for  the  transfer  of  control  from  one  party  to  another.  Ordinarily  these  procesee 
ave  been  accomplished  by  direct  acquisitions  of  stocks,  by  the  raiboads  or  large 
owners,  but  not  necessarily  of  controlling  interests  in  the  eUKk.    The  ot^ect  sought 
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to  bring  certain  gr»t  competing  ^gteme 

and  the  tnoBOODtioeDtal  linee  are  likely  to  be  embraced.     1770-771.} 

2.  Pooling  attd  oonioiidaiitm, — Mr.  Gueenb,  of  the  Audit  Company,  of  New  York, 
eayB  that  people  intereated  in  nulroads  are  rather  glad  that  the  law  authoriiing  pool- 
ing did  not  paaa,  becanee,  being  prohibited  from  pooling,  the  rulroads  have  been 
forced  into  ODnBcdidiation  with  its  attendant  advantagea.  The  pool  keeps  the  meth- 
odiB  of  iKuineM  of  the  septtiate  roodB  enentially  unchanged.  It  merely  miataina 
prices.    Conaolidation  permits  economies  in  operation.     (473. ) 

Hr.  WooDLOCK  declares  that  even,  if  a  law  were  paaeeo  allowing  >the  railroada  t« 
form  pools  they  probably  would  not  do  so.  The  community'Of 'Ownership  method 
has  b«en  fonnd  the  aafeflt  aolution  of  the  problem  of  railroad  competition.  None  of 
the  former  aaaodationB  were  of  any  great  value.  There  were  dis^tee  and  rate  cut- 
tiw  tiali  the  lime.  Now  the  same  people  happen  to  be  directors  of  many  of  the 
railJoadB,  and  if  <me  road  makes  special  rates  or  diacriminalions  it  can  be  reached  at 
onoe  by  nten  who  control  other  roads.    (463. ) 

3.  0?n*ri>Io//nteri(afcQ)nwnffc«  ft»m7ntMt(moaa^«drf  6ycoii«oKdn(K^  — 
Ht*.  Gkkbnk,  of  the  Andit  Company,  of  New  York,  thinks  that  the  movement  toward 
the  conaolidatioa  of  railroads  may  make  necessary  additional  control  by  the  Int«r- 
BtKte  Commerce  Commission.  It  may  be  that  the  present  tAndencv  will  finally  lead 
to  just  the  condition  which  the  Interstate  Commerce  Commiasioo  nas  been  seeking. 
(473.) 

Protenor  Ajuhb,  statiatician  of  the  Interstate  Commerce  Commiadon,  eaye  that 
probably  the  present  tenderkcy  toward  contractual  consolidation  is  in  part  due  to  the 
kuafailitv  of  the  roads  to  pooL  If  that  ia  true  Government  control  over  these  great 
mm^Uttitamiabi^  aa  important  as  increased  control  would  have  been  if  Congten 
bad  la^IfMtrMk    {3mS 

4.  Cbmbmatum  of  (mn*  Km*  mki  IraiucoTitirieniaJ  line*.— JAt.  ScBm  says  that  he 
does  not  know  of  any  Bnanda)  iirtMMla  trying  to  control  any  two  of  the  great  tnna- 
oontinentai  lines  west  of  the  Uiaaouri  Mw.  He  says  the  great  nulway  systems  of 
the  country  are  divided  into  two  divisions — Aa  lines  to  and  those  beyond  the  Hift- 
risaippi  or  Hiseonri  River.  East  of  that  division  liae  are  the  great  trunk  lines  and 
west  of  it  are  the  transcontinental  lines.  He  does  n(^  believe  that  the  tniak  lines 
have  any  desire  whatever  to  extend  their  linee  and  thus  oontrol  the  transcontinental 
lines,  or  to  construct  additional  lines  west  There  is  alwa}w  «  limit  to  the  freight 
bnaiiiesa  which  one  ^atem  can  handle,  and  traffic  questions  in  the  different  sections 
oi  the  ooimtiT  are  dinerent    The  beads  of  the  tnmk-line  systems  on  one  hand  and 

the  tiMiaaiiiil iiliil  aysteme  on  the  other  are  verv  wisely  desirous  of  keeping  a^iart 

Any  of  the  franMontinrntnl  lines  would  prefer  to  nave  every  trunk  line  come  to  it  on 
equl  terms  and  use  its  fMilitiee  of  transportation.    (772.) 

The  witnew  has  seen  a  etateaoeat  in  the  paper  that  the  remaining  180,000,000 
of  bondii  of  the  Union  I^uufic  Boad  oat  of  the  $100,000,000  authorized  were  to  be 
ecnre  the  purchase  of  stock  in  the  Nortbem  Pacific  by  the  Union  Padflc 
:  preferred  not  to  make  any  statement  with  respect  thereto,  saying  that 
»  waa  a  leaoing  question.     ( 776. ) 

5.  Baihaayeotuotidatioru  and  agreementt  in  Ooiorado. — Mr.  Qkifpttr,  representing 
the  DenverChamber  of  Commerce,  says  that  he  understands  from  newspaper  reporte 
that  the  Colorado  Boatbem  Railroad  has  acquired  a  half  interest  in  the  Colorado  Mid- 
land, and  also  in  the  Rio  Grande  Western,  which  runs  from  the  Colorado  line  to  Salt 
lAkeCitv.  It  is  alsoclaimed  that  the  Miasonri  Padflc  has  acquired  control  of  the  Den- 
'ra'aadHloGTande,andahalf  interest  in  the  Rio  Grande  Western,  and  that  it  is  trying 
to  get  control  of  tbe  Colorado  Southern.  There  is  also  a  report  that  the  Union  Pacific 
is  frying  to  conb«l  the  Colorado  Southern.  The  witness  does  not  know  what  the 
eOect  <M  such  consolidation  would  be  upon  rates,  althongh  they  would  certainly 
teduce  cmnpetiUon.    (SC>6. ) 

Mr.  GitiFnTH  thinka  that  the  fact  that  the  5  railroada  reaching  Denver  from  the 
«M  have  aQ  maintained  the  same  rates  firmly  would  indicate  that  they  must  have 
KMne  agreement  (or  the  maintenance  of  rates,     (866. ) 

6.  CbTitlmaiioncfVnknI^M^,8otahtTnP<u::^ie,at\dOeraralI'aeifie. — Mr.  WooniocK 
says  that  tibe  Dnioo  Pacific  Railroad  Company  has  recently  substantially  bought  con- 
trolof  the  BoaUiern  I^uufic  It  will  be  posBibfe,  however,  lorthetwosyBtemsagainto 
aqiarate,  and  it  may  not  be  unUkelv.  The  Union  Faciei:  was  originally  designed  sa 
acontinoooa  line  wiUi  the  Central  Pacific  from  Ogden,  and  the  ownership  of  the 
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Central  PaciAc  hy  the  Soathein  Pacific  forced  the  Union  Pacific  into  the  combinm- 
tion.  The  Southern  Pacific  may  now  sell  to  the  Union  Pacific  the  etocka  and  bonds 
of  the  Central  Pacifir,  in  which  case  the  occasion  for  the  control  of  the  Sonthem 
Riciflc  by  the  Union  Pacific  will  laively  have  disappeared.     {*62.) 

Hr.  SrciBBS,  third  vice-president  ol  the  Sonthem  Pacific  Company,  aaya  that  this 
company  is  a  Kentucky  corporation,  which  has  authority  to  own  and  opente  rail- 
roads and  do  sundry  omer  things  which  railroad  companies  ordinarily  can  not  do. 
It  controls  by  ownership  of  a  majority  of  all  of  the  stocks  a  number  of  serrate  rail- 
roads which  make  up  what  are  known  as  the  Atlantic  system  and  the  Pacific  system 
of  the  Southern  iWfic  lines.  Originally  the  Atlantic  system  included  all  lines  east 
of  EI  Paso,  the  Pacific  system  all  west,  includiue  the  lines  as  far  as  Portland,  and  the 
Central  Pacific  line  from  San  Francisco  to  Ogaen.  The  laws  of  Texas  forbade  the 
leasing  of  Texas  roads,  which  necessitated  the  separate  operation  of  the  Texas  linee, 
so  that  nominally  the  Atlantic  system  nowliee  east  of  the  Texas  State  line.     (757.) 

Mr.  Btubbs  asserts  that  from  the  first  construction  of  the  Southern  Pacific  and  Cen- 
tral Pacific  railroads  they  worked  in  entire  harmony,  being  onder  common  control, 
though  not  under  strictly  common  ownership.  Since  about  18S5  the  Southern  Pacific 
Company  has  held  a  lease  of  the  Central  Pacific.  Quite  recently  then  has  been  fur- 
ther combination,  amounting  to  a  merger  of  interests,  concerning  which  this  witness 
is  not  familiar. 

Mr.  Btubbs  denies  that  there  has  been  any  tendency  to  divert  traffic  from  the  Cen- 
tral Pacific  to  the  Southern  Pacific  lines,  bemuse  of  the  fact  that  the  Southern  Padflc 

r  the 

-  -     _.-  ,  -  -  -'gden 

with  the  Union  Pacific,  and  through  this  and  the  Rio  Grande  Western  with  the 
Burlington,  Missouri  Pticific,  the  Cnieago  and  Northwestern,  and  numerous  other 
railroads.  All  of  these  more  eastern  railroads  have  well-equipped  soUciting  agencies 
in  Saa  Francisco  and  Los  Angeles,  and  solicit  buranees  going  over  the  CentralPacific 
lines.  The  Southern  Pacific  nas  also  a  soliciting  a^ncy,  which  tries  to  get  freight 
for  the  southern  route,  and  this  practice  on  its  part  is  the  only  foundation  for  a  com- 
plaint that  there  has  been  a  discrimination  against  the  Central  Pacific  which  tended 
to  decrease  the  value  of  the  Government's  securities  based  on  that  rate.  The  witness 
Bu^poses  that  the  Southern  Pacific  has  the  legal  power  to  direct  the  route  which 
freight  shall  take,  but  it  has  not  exercised  that  power  except  in  the  case  of  oranges, 
where  it  was  done  in  order  to  break  up  a  system  of  rebates  by  F^astem  connecting 
linea     (757    764.) 

7.  Patneylvania  and  Boitimore  and  Ohio  railroad*. — Mr.  Scbiff  testifies  that  be  is 
very  certain  that  the  Pennsvlvania  Railroad  does  not  own  a  controlling  interest  in 
the  :^timore  and  Ohio.  He  is  quite  certain  that  only  the  smallest  percentage  of 
the  directors  of  the  Baltimore  and  Ohio  are  in  any  way  connected  with  the  Pennsyl- 
vania Railroad  system.  Any  company  owning  lees  than  60  per  cent  of  the  stock  of 
another  company  can  not  be  said  to  have  a  controlling  interest  in  the  latter  company. 
He  doee  not  Enow  how  the  cooperation  of  the  Pennsylvania  syst^n  with  the  Balti- 
more and  Ohio  has  been  reached.     (771,  772.) 

8.  Northern  Pacific  elockfiurry.—MT.  Scaiw  testified  in  May,  1901,  that  he  was  not 
aware  that  there  has  been  any  contest  in  respect  of  the  Northern  Pacific  and  Union 
Padfic  stocks.  There  may  have  been  some  Wall  street  speculation.  He  explained 
the  phenomenal  rise  in  Northern  Pacific  stock  on  the  ground  that  somebody  oad  sold 
something  he  did  not  have,  and  could  notgetit  when  he  wanted  it.  He  never  listens 
to  rumora,  and  knows  nothing  about  Wall  street  gambling,     (772.) 

9.  Larfft  and  urnaU  railroad*  in  the  SoiU}\em  SlaU^, — Mr.  Dunmf,  who  is  the  receiver 
of  the  Gainesville,  Jefferson  and  Southern  Railway,  a  line  65  miles  long,  and  the 
gen^^  manager  of  the  Tallulah  Falls  Railway,  20  miles  long,  declares  his  belief  that 
short  railroads  such  as  these  can  no  longer  operate  profitably,  and  that  they  will 
more  and  more  tend  to  become  absorbed  in  large  systeme  One  of  the  two  roads 
named  is  insolventand  the  other  makes  no  money.  The  large  systems  areat  present 
{1900)  all  prosperous.  The  Georgia  railroad  commission  fixes  the  same  maximum 
limit  of  rates  for  the  short  lines  in  sparsely  settled  territory  as  for  the  trunk  syHtems, 
and  the  abort  lines  can  not  afford  to  carry  on  business  at  these  low  rates.  Neverthe- 
less a  special  arrangement  is  made  by  the  commission  in  favor  of  the  Tallulah  Falls 
road  because  it  is  ho  short  and  poor.  On  the  Gainesville  road,  however,  the  rates  are 
the  same  as  the  local  rates  on  the  Southern  Railway.     (1,2.) 

B.  Effects  of  consolidation  and  community  or  Interest  on  rates 
and  the  puWIc— 1.  aen^rally.—Mi.  Gbbens  believes  that  consolidation  of  rail- 
roads will  result  in  great  economies,  and  therefore  ultimately  in  lower  rates  to  the 
public.  Even  community  of  interest  without  absolute  combination  effects  some 
economies,  though  to  what  extent  it  will  have  that  result  in  the  future  is  a  matter  of 
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guesswork.    Aji  yet  there  id  tittle  abeo)at«  common  ownerahip  amoi^;  railroade,  such 
"    ■  '    -<  -    -%  of  industrial  combinationB.    Bycommon  ownenhipof  nutro^de 


it  will  be  poemble  to  eliminate  the  expensive  ticket  officee  of  competing  lines  iiL  ..  _ 
(dtiee  and  to  redoce  the  nmnber  of  employees  and  officers  in  various  ways.  In  fact, 
one  of  the  eetioos  results  will  perhaps  be  the  displacement  of  railroad  officers. 

Mr.  Greene  feels  confident  that  the  reduction  in  expenses  through  consolidation  will 
ultiinately  lead  to  reduction  of  ratee.  There  is  a  constant  demand  for  low  export 
nUee  and  special  istes  on  the  part  of  luve  industries.  Bach  low  rates  are  necesaiy 
in  order  that  the  business  can  be  carriea  at  all.  When  low  rates  are  made  for  these 
special  reasons,  other  persons  oheerving  the  fact  will  demand  lower  rates  and  utti- 
nuit«ly  will  succeed  in  ^tting  them.    Anything  that  will  enable  a  railroad  t    ' 


businesB  more  cheaply  will  ultimately  benefit  the  public.  All  the  conditions  in  this 
cotmtry  tend  to  enforce  lower  railroad  rates.  Accordingly,  although  the  reaaon  for 
railroad  combinations  is  selfish,  the  hope  of  profits  being  the  main  lever  in  this  as  in 
all  bnonesa  movements,  it  is  a  step  m  progress  for  the  entire  community.  Mr. 
Greene  believes  that  the  movement  toward  coosolidation  will  go  still  further.  (484, 
486,  487.) 

Mr.  Thomas,  of  the  Erie  Bailrood,  believes  that  by  consolidation  great  economies 
can  be  eecnred,  and  that  charges  are  sure  to  be  lessened  wherever  economies  are  intro- 
duced. The  Erie  Railroad  was  formerly  made  of  three  separate  corporations.  By 
combination  the  expense  of  miuntaining  two  sets  of  officers  and  ortEonizations  has 
been  eliminated,  and  the  poblic  bos  benefited  b^  the  saving.     (569. ) 

Mr.  Ml'Govekn,  of  the  Southern  classification  committee,  says  that  there  is  a 
strong  tendency  toward  the  consolidation  of  railroads  and  be  con  not  foresee  what 
the  final  outcome  will  be.  He  does  not  favor  consolidation  beyond  a  limited  extent, 
but  thinks  there  should  be  several  large  systems,  with  healthy  competition.  He 
beUevefl  there  will  be  eventually  6  or  0  separate  systems  in  the  South,  which 
may  all  work  in  harmony  to  the  extent  that  the  separate  owners  of  the  properties 
majr  affree  among  themselves  and  in  a  general  way  maintain  rates.  The  Georgia 
Central  and  the  Southern  Railway  are  competing  systems,  and  will  be  so  until  they 
ore  actually  taken  nnder  one  man^ement  and  have  the  same  traffic  officials.  Con- 
solidation without  competition  would  be  a  bad  thing  for  the  roads,  as  well  as  for' 
everybody  else.  It  would  not  be  a  good  thing  for  the  railroads  of  the  United  States 
to  be  under  one  management.  Competition  brings  about  a  fair  relative  adjustment, 
which  the  carriers  believe  is  to  the  mtereet  of  the  patrons  and  of  the  roiuie  them- 
selves. Rebates  and  such  like  discriminations,  however,  would  be  very  much  dimin- 
ished by  consolidation  and  might  be  wiped  out  entirely.     (662, 6S3.) 

Hon.  Cbablbs  Francis  Adahs,  of  Boston,  says  that  railrcad  consolidation  is  a 
Oung  which  should  be  left  to  work  out  its  own  results  in  its  own  way,  with  as  little 
hampering  as  possible.  It  is  found  that  the  laige  corporation,  while  its  political 
power  is  undoubtedly  greal^  has  proportionately  increased  responsibility,  and  it  is 
tsT  easier  to  handle  it  It jnvee  better  and  more  satisfactory  service  than  a  number 
of  small  corporations.     (829. ) 

Mr.  McLbod,  in  connection  with  his  views  rwirdiw  the  deeirabilitv  of  commu- 
nity of  int«reete  among  the  anthracite  cool  roads,  decures  his  belief  tnat  the  com- 
munity of  interest  principle  in  general  is  an  advantageousone.  Whatever  will  make 
nulro«d  rates  reasonable  and  stable  will  increase  the  prosperity  of  the  country. 
Such  combinations  con  not  tax  the  people,  not  only  because  of  competition,  but  because 
of  public  opinion.  ' '  You  can' t  get  any  combination  of  capital  that  is  b^  enough  in 
this  country  to  rob  the  people,"     (671.) 

Mr.  ScBirr  declares  that  the  law  of  competition  will  be  preserved.  Capital  is 
becoming  so  strong  and  so  easily  obtained  that  the  moment  compensation  tor  any 
service  is  demanded  at  a  higher  rate  tbon  that  at  which  it  can  be  produced  competi- 
tion will  set  in.  He  doubts  if  any  additional  transcontinental  lines  will  be  built,  but 
believes  that  if  a  consolidation  of  those  lines  of  road  should  be  efiected  it  would 
Ksult,  perhaps,  in  bringing  about  the  construction  of  another  line,     ^777.) 

Mr.  WoODLocx  believes  that  railway  consolidations  and  conununity  of  interest 
will  certainly  tend  to  prevent  disturbance  of  rates.  Rates  are  already  more  stable 
Uiaa  they  have  been  for  30  years.  The  witness  thinks,  further,  that  the  new  com- 
binations will  not  raise  rates.    It  will  be  to  their  interest  t 


e  Merchants'  Association  of  New  York,  tliinks  Ibat  the  commu- 
nity of  interest  plan  may  eventnolly  be  of  some  benefit  to  New  York  in  eliminating 
the  difierential  which  eusts  in  favor  of  the  Southern  seaboard  cities.  The  merchants 
ol  Hew  York  have  never  objected  to  a  direct  increase  in  rates.  They  ore  particularly 
interested  in  having  each  merchant  or  each  shipper  secure  the  some  rate,  so  that  no 
one  shall  have  any  advantage  over  the  other.    The  difference  in  the  rate  of  freight 
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precticaUj'liu  the  «flect  of  giving  one  man  sacfa  an  advantage  in  baflinen  u  to  drive 
out  a  competitor  who  doM  not  secure  the  some  mte.  The  community  of  interest  will 
perbapa  aDolish  theee  practices  of  differentialHanddiBcriininatiaDs,  because  theie  will 
be  no  longer  any  reason  to  pnt  out  these  inducements  or  to  iDdolffe  in  secret  practices. 
The  conununity  of  interest  is  likely  to  deprive  the  people  of  the  advantage  of  the 
cheaper  shipmenta  by  water.  Every  mercnaudise  liue  on  the  lakes  is  ownM  by  the 
nilroads;  tne  eame  with  the  Erie  Canal.     (874.) 

Frofenor  Pabsons  irtates  that  in  this  country  there  have  been  abont  5,000  railway 
oorporationB,  but  that  by  consolidation  the  number  has  been  reduced  to  2,OS7.  Only 
about  863  ore  independent  operating  companies,  the  others  being  subddiary  compa- 
nies leased  or  controlled.  These  figures  show  a  tremendous  movement  toward  con- 
centration and  coordination  even  under  private  ownerehip.  Coordination  naturally 
would  result  in  the  very  greatest  economy  if  the  whole  railroad  system  of  the  coun. 
try  could  be  run  under  one  harmonious  plan  and  in  full  coordination  with  the  tele 
graph,  telephone,  and  postal  service.  It  would  get  rid  of  nnnecessary  stations' 
accounting  offices,  etc.  However,  to  bring  about  consolidation  under  pnvate  own' 
ership  would  result  in  establishing  so  colos^  a  power  in  the  hands  of  a  few  men  tha* 
it  wcwld  be  more  dan^rons  than  the  present  system,  and  the  only  way  to  get  the 
benefits  of  coneolidation  is  through  public  ownership.     (149.) 

Mr.  Rice,  banker,  believes  thai  legislation  to  prevent  the  consolidation  of  railroads, 
or  the  lease  ot  control  of  one  railroad  by  another,  would  be  a  great  mistake.  Con- 
solidations such  as  that  which  has  resnitied  in  the  Southern  Raiiwav  have  improved 
the  service  and  benefited  the  public.  It  will  not  be  possible  tor  all  the  railroads  of 
the  country  to  go  under  a  single  control.  There  are  too  many  people  who  have 
Other  interests.  The  difficulty  ot  consolidation  has  recently  been  snown  in  the 
attempt  of  the  Northern  I^ific  to  secure  the  Burlington.  The  witnen  does  not 
know,  however,  but  that  there  may  be  some  limit  to  the  wise  combination  of 
nulroads.     (742.) 

Mr.  GniBWOLn,  ^eral  freight  and  passenger  agent  of  the  Western  Maryland  Ball- 
road,  does  not  tnmk  that  the  influence  of  competition  on  the  traffic  lines  centering 
at  New  York  would  be  eliminated  even  if  their  competition  with  each  oUier  were 
destroyed  by  consolidation  and  conununity  of  interest.  The  roads  could  not  even 
then  raise  rates  arbitrarily  unless  they  wanted  to  go  out  ol  business  or  to  shut  ont 
certain  claaeee  of  busineee.  Though  there  were  no  other  lines  running  to  New  York, 
there  would  be  other  lines  running  to  other  markets.  Any  artytrary  raising  of  rat«e 
would  turn  a  very  large  amount  of  profitable  business  over  to  those  other  markets 
and  other  lines.  Mr,  Griswold  does  not  think  that  the  plea  tor  consolidation  has 
"^   """""'""■"'"""  ""  '       "  ""  '       "  '  g  point  BO  much  as  that 

solidation  would  increase 

^       ,  n  cr^nt^igoHon. — Mr.  BiCB  alludes  to  the  fact  that  certain 

recent  railroad  consolidations,  such  as  the  absorption  of  the  Chi(»go.  Bnrlii^ton 
and  Quincy  and  that  of  the  Central  Bailroad  of  New  Jersey,  resulted  in  tne  exchange 
of  stocks  of  the  roads  absorbed  for  bonds  of  the  absorbing  road.  He  believes  that  it 
is  alwavs  a  mistake  to  convert  stock  into  bonds,  thereby  creating  a  fixed  charge,  in 
the  inability  to  pay  which  the  corporation  must  go  into  bankruptcy.     (740, ) 

Professor  Ripley  says  that  in  many  cases  where  one  road  has  leased  another  the 
controllbg  road  pays  dividends  both  on  its  own  capitaliiation  and  on  the  stock  uid 
bonds  of  tne  leaded  road,  though  the  arrangement  entered  into  depends  entirely  on 
the  terms  of  the  lease.     ( 297. ) 

3,  I^ecto/comoHdatumofScndhemTaUwaw. — Mr.  WasoN,  of  the  Cincinnati  Board 
of  TT«ae,believesthatif  the  Eastern  and  Western  roads  leadinginto  the  Booth  should 
be  consolidated  the  rates  would  perhaps  be  adjusted  more  satisfactorily.  Ther« 
would  be  no  excuse  to  offer  on  the  ground  of  competition.  Cincinnati  snSers  now 
because  the  Southern  Railway  is  controlled  by  interests  which  are  dependent  upon 
the  prosperity  of  the  Eastern  territorv  for  their  incoma  A  consolidation  of  the 
Pennsylvania  system  with  the  LouiBville  and  Nashville  would  not  iniure  Cincinnati. 
(694.) 

4.  £ffeclofae<mmvniiyo/itUtrMorofaamt6lidahonoflh^AtUir)bcCoadIAneItaiI- 
iMy*.— Mr.  Harkhak  states  that  if  the  Atlantic  seaboard  lines  should  become  prao- 
tically  operated  under  one  policy  and  community  of  interest,  or  by  a  consolidation, 
it  would  have  a  very  salutary  effect  upon  the  course  of  business.  The  trouble  with 
the  cutting  of  rates  to-da}'  is  not  in  diminishing  the  revenues  of  the  nutways  so 
much  as  itis  in  eztennlnatmg  bnglnees  men  of  all  kinds  excepting  the  large  enter- 
prises that  get  better  rates  than  the  small  individuals.  '  With  a  commonity  of  inter- 
eot  or  a  conaolidatkoi,  the  flnit  thing  that  would  be  done  would  be  to  give  to  mvrf 
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coie  equ&l  iMee.  The  benefit  to  the  nulroede  would  come  from  the  fact  that  they 
would  not  be  obliged  to  moke  the  redoctioDB  becaow  of  the  action  of  unscrupulous 
lines  which  can  not  fot  boaineffi  in  any  other  way.  If  there  were  a  community  of 
tntereHt  it  would  be  impo«ible  for  any  railroad  to  withstand  the  reasonable  or  \e^\i- 
mate  demands  of  any  town  or  community  served  by  it;  the  interests  ot  the  nulroads 
And  the  communities  are  mutual.     (432. ) 

5.  Effeiiofootuolidationo/tran$eorUineniidraUTOadt.~-WT.WsxBLi^ottiioSauVrea' 
Cisco  lioard  of  Trade,  expreaeea  the  belief  that  the  establishment  of  ocean-to-ocean  rail- 
roads would  be  agoodthingforthe  Pacific  coast.  For  thisreason  he  is  inclined  to  approve 
the  comhinal^cHi  of  the  Union  Pacific  and  the  Southern  Pacific  under  the  Vantlerbilt 
interests,  whi<d)  at  the  same  time  control  the  Chicago  tuid  Northwestern  and  Eastem 
tmnk  lines,  tdvtng  them  a  through  route.  He  does  not  know  that  the  combination 
<tf  the  Great  Northern  and  Northern  Pacific  with  theChicago,  Burlington  and  Quincy 
will  particularly  help  the  coast  It  merely  extends  somewhat  the  terminal  points  in 
tfae£astof  these  railroads.  If,  however,  aa  will  probably  be  the  next  step,  these  rail- 
roads acquire  the  Erie  or  some  other  trimk  line,  securing  an  ocean -to-ocetm  system, 
advantage  to  the  coast  will  probably  result.  This  advantage  of  transcontinental  lines 
would  come  from  the  fact  that  the  railroads  would  no  longer  have  the  motive  of 
boili^jigap  the  Middle  Weet  cities  at  the  expense  of  the  cities  on  the  Eastern  aeaboard 
and  of  &n  Francisco  and  other  Pacific  coast  cities.  At  present  the  railroads  seek,  by 
wnalriiip  lower  rates  from  Chicago  and  other  inland  cities  than  prevail  even  from  New 
Tork,  in  the  face  of  sea  competition^  to  build  up  those  citiee  and  secure  traffic  at  the 
points  of  origin  of  the  lailroads.  With  lines  extended  to  the  Atlantic  seaboard  there 
would  be  no  object  in  this  policy  but  the  railroads  would  get  the  hauls  as  readily 
directly  from  the  Atlantic  ctaet.  They  could  then  say  that  each  city  must  stand  on 
its  own  natural  poation,  and  would  not  tr^  to  rob  the  Atlantic  and  Pacific  coast  cities 
of  tht  advantage  which  water  transportation  gives  them.     (747.) 

Mr.  Stubbs,  uf  the  Southern  Pacific  Company,  does  not  think  that  the  recent  com- 
mtmity  of  interests  between  the  Union  Pacific  and  {Southern  Pacific  railroads  ought 
to  have  any  effect  on  their  rates  or  operation.  He  does  not  even  think  that  if  a  com- 
bination were  made  between  these  two  roads  and  the  Northern  Pacific  these  three  lines 
wouldbein  a  position  tocontrolratesaaide  from  seacompetition.  There  would  still  be 
tbe  competition  of  the  Santa  F6,  Great  Northern  and  other  roads,  and  no  rale  could  be 
enforced  which  was  not  agreeable  to  all  of  the  lines.  Mr.  Stubbs,  however,  believes 
that  the  establishment  of  a  community  of  interests  between  nulroads  in  the  Weetem  ' 
States  (H"  in  any  other  given  section  is  the  only  effectual  way  in  which  unjust  discrim- 
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inatione  and  constant  nuctuationa  in  rates  can  be  preverited,  and  that  such  a  control 
over  rates  would  be  of  great  benefit  to  the  public.  He  does  not  think  that  a  combi- 
nation of  this  sort  could  or  would  increase  freight  rales.  The  companies  operating 
tbe  railroads  are  endeavoring  to  promote  every  mdustry  and  every  cla«  of  commerce' 
in  order  that  their  tonnage  may  be  as  great  as  possible,  and  they  can  not  resist  the 
influences  tending  to  keep  down  or  to  reduce  rates.     ( 765. ) 

8.  ^eet  of  New  England  conaotidati</m. — Mr.  Howas  teatifles  that  the  New  York 
Central  Bailwsjr  has  acquired,  by  lease,  the  Boston  and  Albany  Railroad,  and  the 
Boston  and  Mame  Railwav  has  leased  the  Fitehburg  road,  both  of  which  are  large 
grwn-carrying  roads,  and  he  thinks  that  the  effect  will  be  beneficial  to  Boston  as  an 
export  center.  The  splendid  terminal  facilities  of  the  Bueton  and  Albany  Company 
at  Boston  have  been  acquired  by  the  New  York  Central,  and  they  will  be  greatly 
enlarged  by  the  lessee  company.     (702.) 

Mr.  Jackson,  a  member  of  the  Massachusetts  State  board  of  railroad  comuiis- 
Boneie,  states  uiat  the  leasing  of  the  Boston  and  Albany  to  the  New  York  Central 
and  of  the  Fitchburg  to  the  Boston  and  Maine  has  generaUy  been  considered  to  be 
to  the  public  advantage.  The  result  of  the  lease  of  the  Boston  and  Albany  to  the 
New  York  Central  has  been  an  advantage  to  the  extent  that  under  the  statute  pre- 
liminary steps  have  been  taken  to  issue  slocks  and  put  in  more  capital  for  terminals. 
The  lenns  of  the  lease  prescribed  b^  the  legislature  required  the  road  to  do  that 
The  operation  of  the  road  and  its  maintenance  is  just  as  fully  under  the  supervision 
of  the  State  board  as  before,  and  the  State's  right  to  purchase  the  road  is  still 
retained. 

In  tbe  case  of  the  abeorption  of  the  Massachusetts  Central  Rtulroad  by  the  Boston 
and  Mdne.  the  board  was  asked  to  fix  the  purchase  price  which  the  Boston  and 
Mwne  ought  to  pay.  In  doing  this,  it  considered  the  value  and  history  of  the  prop- 
«ty.  There  had  been  a  practical  agreement  between  the  owners  of  the  preferred 
it  disturb  that  agreement. 


le  «f  the  railroad,  its  actual  cost,  and  the  cost  of  duplication.     (S47.} 
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C.  ninneaota  laiv  us  to  railroad  convolldaUan.— Hr.  Txubkbs,  wcta- 
buy  of  the  State  nulroad  and  warehouse  commianon  of  Minnesota,  says  that  Miime- 
sotft  boa  had  a.  law  eiiice  18S7  forbiddiiiK  the  n>nsolidatioii  of  parallel  or  competing 
railroads.  At  the  time  of  the  reorganization  of  the  Northern  Pacific,  about  1896,  a 
scheme  was  on  foot  for  the  securing  of  a  maioritv  of  its  stock  by  the  Great  Northern. 
Buit  was  brought  to  test  the  validity  of.  the  law  forbidding  Huch  a  consolidation,  and 
the  United  States  Supreme  Court  sustained  the  law.  In  the  amnmer  of  1900  the 
Northern  Pacific  abeorbed  the  St.  Paul  and  Dulutb  Railroad  Company,  owning  a 
short  line  between  Bt.  Paul  and  Snluth.  The  lailroAd  commission  instituted  pro- 
ceedii^  to  pnvent  that  consolidation,  but  the  Norihem  Pacific  entered  into  an 
agteement  providing  that  for  all  time  the  St  Paul  and  Duluth  should  be  considered 
a  separate  entity  in  an^  case  that  might  arise  between  the  State  and  the  company, 
and  the  case  was  dismissed  without  prejudice.  It  might  at  any  time  be  reopened. 
(304,365.) 

D.  Pooling  and  acreemenU.—l.  DitciuKonofpoHcy. — Prof evorBtPixr says 
that  pooling  would  probably  have  the  eSect  of  mtthmg  rates  bicrher,  but  tbat  the 
rates  woulabe  steady.  The  esistence  in  a  very  large  portion  of  theSouUiemStatesof 
what  is  practically  a  pool  makes  the  freight  rates  into  and  out  of  those  Boathem  States 
conwderably  higher  than  in  those  parts  of  New  England  where  competition  stilt  pre- 
vails. The  amalgamation  of  the  Boeton  and  Maine  road  and  the  Fitchburg  road  nas 
resulted  in  making  rates  appreciably  higher  for  a  number  of  places  which  formerly 
had  the  benefit  of  low  competitive  rat^  The  experience  of  Peterboro,  N.  H.,  is  a 
case  in  point.  Peterboro  was  a  competitive  point  at  the  junction  of  the  Boston  and 
Mune  and  the  Fitchburg  roads.  So  much  lower  were  the  Peterboro  rates  before  the 
amal^mation  of  the  roade  that  all  the  goods  tor  the  stores  in  Jaffrey,  a  town  6  miles 
from  Peterboro  and  served  bv  one  road,  were  hauled  a  number  of  miles  by  horse  in 
order  to  take  advantage  of  the  competitive  rates  of  Peterboro.  Since  that  territory 
baa  ceased  to  be  competitive,  freight  is  no  longer  hauled  by  horse,  because  thePeter- 
boro  rate  and  the  J^rey  rate  are  just  the  same.  Mr.  Ritiiey  lays  emphasis  on  the 
fact,  however,  that  though  the  rales  under  pooling  would  oe  somewhat  higher,  they 
would  certainly  be  steadier.  Pooling  would  make  a  fixed  rate  which  the  manufac- 
turer and  the  public  could  rely  uponand  which  they  conld  feel  was  paid  by  everybody. 

Pooling  is  hkely  to  result  in  theoffering  of  poorer  facilitiee  in  the  territory  to  which  it 
applies.  The  people  are  often  obliged  to  be  content  with  slower  trains,  with  fewer 
trains,  and  with  many  other  inconveniences.  That  is  the  situation  in  the  territory 
now  reached  bytheBoi^iiand  Maine  and  the  Fitchburg.  In  the  territory,  however, 
which  is  reached  by  the  Boeton  and  Maine  and  the  Eastern  road,  the  train  service  to 
almost  all  competing  points  has  been  largely  increased  and  the  comfort  of  the  public  is 
vastly  greater  since  the  amalgamation  ol  the  roads  than  was  the  case  many  years  ago. 

Any  proposition  to  legalize  pooling  should  have  inextricably  bound  up  with  it  some 
increase  of  r^ulative  power  to  the  lnlerfrtateCammerceCommia8ian,BSthB  giving  to 
railroads,  in  conjunction  with  the  right  to  pool,  absolute  control  over  the  rates  would 

Elace  the  public  still  more  in  the  power  of  the  roads  than  they  are  to-day.  Pooling  is 
eingpracticallyaccomplishedtoKlay  by  the  financial  consolidation  of  roads,  and  Uiis 
makes  it  still  more  imperative  that  the  Interstate  Commerce  Commission  should  be 
given  power  to  prescribe  reasonable  rates.     (280,  291,  204.) 

Mr.  Thomas,  of  the  Erie  Railroad,  declares  that  the  Supreme  Court  of  the  United 
States  has  held  that  the  railroads  have  no  power  to  make  agreements.  The  witness 
holds  that  they  ought  to  be  allowed  to  make  agreements  just  like  other  commerdal 
bodies.  He  believes  that  the  prohibition  of  poolii^  has  increased  the  number  of 
railroad  consolidations.    There  is  no  effort  being  made  now  to  secure  legislation  per- 


mitting pooling,  but  power  to  make  legal  agreements  ought  to  be  conferred  npOD 
"~~m.    Such  agreements  could  be  very  properlv  made  subject  to  the  approval  of 
le  governmental  commissian,  and  should  not  De  permitted  to  be  opprewive  to  the 


public.    (558.) 

Hr.  Tbibbero,  secretary  of  the  State  railroad  and  warehouse  commission  of  Min- 
nesota, says  that  the  Minnesota  law  forbids  pooling  in  the  same  terms  as  the  inter- 
state-commerce act.  The  State  commission,  about  1889,  unanimously  declared  itself 
opposed  to  any  change  of  the  pooling  clause.  Mr.  Teisberg  believes,  however,  that 
it  the  question  were  now  presented  to  them  the  commission  would  be  inhvorof 
legalicing  pooling.  If  consolidations  by  a  community  of  interests  come  on  there  will 
soon  be  no  neceaity  for  pooling.     (372. ) 

Mr.  Andbbson,  secretarv  of  the  Chamber  of  Commerce  of  Pittsbnr^,  thinks  that 
pooling  agreements  should  be  legalized  under  the  requirement  of  publicity  and  under 
the  control  ol  the  Interstate  Commerce  Commission.  He  is  afraid  that  the  forbid- 
ding of  pooling  will  force  the  rulroads  into  bankruptcy.  He  also  tfaiQka  It  acanse 
of  &e  tendency  toward  consolidation.     [639,  642.)  . .  i    C  i(K)t  Mi 
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Mr.  GRiswoLn,  geaeial  freight  and  ptiaMnger  agent  of  the  Weetem  Maryhmd  Rail- 
road,  thinks  that  the  beet  plan  to  etop  rate  cutting  and  unfair  competition  among 
nulroadBwoald  be  a  physical  divimon  of  the  bumnesB.  Hedoabte,  however,  whether 
that  is  poeeible,  and  would  consider  the  alternative  to  be  pooling  and  dividing  the 
eamingi.  Control  of  the  Baltimore  and  Ohio  Railroad  by  the  intereete  that  control 
th«  PennBylvania  would  have  the  same  effect  so  far  aa  their  ratee  are  concerned. 
(fll5.) 

Mr.  Wbbblxb,  of  the  San  Francisco  Board  of  Trade,  saye  that  the  legalization  of 
pooling,  under  the  anperviHion  of  the  Interstate  Commerce  Commigsion,  would  be 
desirable  in  order  to  do  away  with  secret  rebatei  and  discriminations.  It  is  greatly 
to  the  interest  of  shippers  that  they  should  know  that  they  stand  on  the  same  basis 
OB  their  competitors.  The  witnea  believes  that  such  poolmg  agreements  should  be 
made  enforceable  before  the  Interstate  Commerce  Commission  and  the  courts,  but 
that  whatever  agreements  were  made  should  be  entirely  subject  to  the  supervision  of 
the  Interstate  Commerce  Commiseiou  as  resards  the  rat^  and  other  conditions. 
(748,749.) 

Hr.  Wheeler  thinks  that  railway  consolidations  do  not  do  away  with  the  necessity 
for  l^^Iized  pooling.  They  affect  the  matter  only  to  the  extent  that  any  agteement 
is  more  apt  to  be  maintained  if  there  are  fewer  parties  to  it.     (748.) 

Mr.  Bacon,  of  the  Michigan  Alkali  Company,  declares  himself  opposed  to  pooling. 
(82.) 

2.  Souikem  Radviay  and  Steamth^  Amodatum. — Mr.  Talcott  says  that  the  South- 
em  Railway  and  Steamship  Association,  of  which  he  was  at  one  time  commissioner, 
was  composed  of  the  Southern  rail  lines  and  the  steamship  lines  between  the  north- 
ern and  the  southern  Atlantic  ports.  It  did  not  take  in  toe  Gulf  ports.  Its  purpose 
WSB  to  prevent  fluctuation  in  rates  and  rate  cutting.  When  it  whs  first  organized  its 
plan  was  to  give  full  authority  over  rates  to  the  commisioner.  Later  it  was  found 
that  some  better  guaranty  was  needed,  and  a  pool  was  resorted  to.  The  commiiv 
(doner  made  allotments  of  business  to  each  line,  and  if  his  allotments  were  not  satis- 
factory there  was  an  appeal  to  a  regular  board  of  arbitration  appointed  by  the 
association.  Businees  was  divided  on  a  tonnage  basis.  Lines  which  carried  an  excess 
received  a  very  small  compensation.  It  was  made  small  to  give  no  inducement  to 
— 1 _      When  the  mtenrtate-commerce  act  was  pafflcd  forbidding  pooling,  the 


form  of  the  asaociation  was  necessarily  modified.  The  method  of  operation  then 
adopted  was  to  have  copies  of  all  manifests  on  competitive  business  sent  to  the  com- 
missioner. In  his  office  a  record  of  the  buaineBs  done  by  each  tine  was  kept,  and  his 
reports  showed  to  the  executive  committee  just  how  "business  was  divided.  The 
working  of  the  association  under  the  pool  system  had  been  very  successful  and  satis- 
hctory.  Soon  after  poolii^  was  prohibited  rates  began  to  be  disturbed,  and  disturbed 
conditions  continued  at  lesst  as  long  as  Mr.  Talcott  had  direct  knowledge  of  the 
matteiv-a  period  of  some  two  years.     (628, 627.) 

3.  Pooiinyon  coiton  fnaaiaifiom  JfonpAia.— Mr.  Davant,  commissioner  of  the  Mem- 
phis Freight  Bureau,  understands  that  there  is  an  arrangement  among  the  railroads  at 
that  point  for  a  physical  division  of  tile  cotton  traffic.  If  a  railroad  receives  consign- 
ments grcAter  ttum  its  share  under  the  pool  it  turns  over  the  excess  of  goods  to  some 
other  road.  The  witness  believes  that  snippers  are  not  able  to  insist  that  their  goods 
shall  go  over  a  ^ven  road.  He  believes  that  this  system  of  pooling  works  to  the 
detriment  of  shippers,  although  the  fact  is  worthy  of  consideration  that  by  this  plan 
ratfis  are  made  stable  and  equal  to  all  shlppera.     (7. ) 

4.  ExiMing  trantcontinenlal  rait  aareemenlt. — Mr.  Whseleb  says  that  there  is  what 
is  known  as  the  Transcontinental  Freight  Bureau,  including  all  roads  which  operate 
from  Chicago  and  Missouri  River  points  to  the  Faciflc  coast.  This  bureau  has  an 
office  in  San  Francisco,  to  which  shippers  apply  for  remedies  in  the  transcontinental 
rates.  The  rates  are  maintained  nnder  tliis  arrangement  by  a  "  gentlemen's  agree- 
ment" only.  In  order  to  get  around  the  decision  in  the  trans-Missouri  case  wnich 
was  directed  against  the  agreements  r^ording  rates,  the  rules  and  tariffs  stipulate 
that  each  company  has  the  power  to  change  its  own  rates  and  relations  without 
consulting  others.  Thus  the  roads  can  prove  that  there  is  no  combmation,  but  they 
are  hound  in  honorond  the  effect  is  practically  the  same.  If,  however,  aroad  should 
show  itself  without  honor  there  would  be  no  way  to  enforce  the  agreement.     (749.) 

Mr.  Stdbbs,  of  the  Southern  Pacific  Company,  says  that  the  transcontinental  roads 
make  practically  the  mme  commodity  rates  id  competition  with  water  carriers.  They 
are  made  by  conference.     (784.) 

5.  Southtra  rate-making  orgaimaliont. — Mr.  McGovbbn  testifies  that  in  the  t«rritory 
of  the  Southern  Clasnflcation  there  are  rate-making  aseociationB,  composed  of  rul- 
roads  which  are  members  of  the  Southern  Classification  Committee  generally.  The 
Soalhessteni  and  Missinippi  Valley  Asaociation  takes  the  territory  bounded  by  a 


ixirv 


INDHSTKIAL   commission: — TEAN8POETATION. 


line  drawn  from  Cmcinnati  down  the  Ohio  and  MiaaiBaippi  to  New  Orleans,  and  a 
line  drawn  from  Cincinnati  down  through  Middleeboro,  Chattanooga,  Birmina-ham, 
and  Mont^mery  to  Peneacola,  Fla.  The  SontheBBtem  Freight  Association  takes  in 
^e  territory  east  of  that,  ^ing  as  far  as  Giainesville,  Athens,  and  Aiupieta,  Ga.,  and 
Charleston,  S.  C.  The  temtorv  east  of  that  is  known  as  the  territory  of  the  Associated 
Railways  of  Vir^inEa  and  the  Carotinas.  These  three  aaeociationH  make  the  rates  on 
all  the  competitive  traffic  in  their  respective  territory.  Their  organization  is  some- 
what similar  to  the  Southern  Classification  Committee,  any  transportation  line  which 
desires  to  do  so  being  permitted  to  join.  Together  with  the  Claaeifieation  Committee 
these  aaKiciationa  constitute  the  rate-making  power. 

No  articles  of  association  can  deprive  any  line  of  its  right  to  make  its  own  rotes. 
That  was  decided  in  the  tmnft-Miseouri  decision.  These  associations  are  not  pools. 
<654.) 

m.  FKElaHT  TBAFFIO  A2n>  KATES  aEHERAIXT. 

A.  ExIsUni'  freight   rates — Recent  mOTementa.'-l,  ReamnabltTteu  qf 

Jimeriam  freight  ralee.  (See  also  under  Government  oienerihip,  p.  cicviii,  and,  as  to 
differences  between  through  and  local  rates,  p.  cv  ff ). — Mr.  Thobab,  president  of  the 
^Erie  Bailroad,  declares  that  treight  rates  are  very  much  lower  now  than  twenty  years 
«go.  At  that  time  the  Erie  road  gat  from  1  cent  to  1)-  centji  per  ton  per  mile.  At 
present  the  average  rate  is  5.59.  Local  rates  have  also  been  reduced,  though  not  in 
quite  the  same  proportion  as  through  rates.  There  is  more  competition  in  the  case 
of  local  rates.     (600. ) 

Mr.  Mabeham,  of  the  Illinois  Central  Bwlroad,  sa}^  that  railway  rotes  have  been 
constantly  on  the  decline  tor  many  years. 

The  fallowing  table  shows  the  reduction  in  grain  rates  from  Chicago  to  New  York 


I*ke  and 
canal. 

Like  and 

Allan. 

CU.perb«. 
G.«5 

11.4 
G.6S 

Ot-perbH. 

,        ..u 

Mr.  Markham  also  submits  a  table  showing  the  reduction  in  rotes  from  8t  Louis 
to  New  Orleans  and  other  Southern  cities  since  1882,  ranging  from  one-fourth  to  one- 
half.    He  also  compares  rates  in  the  United  States  in  1892  with  those  ir  " 

conntriee  as  follows:    (430.) 


Forpu- 

For  freight 

Cma. 
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cenit. 

2,  hu^taMinfrdghtTcUaanddamjicaiionckangeB,!. 


—Mr.  Bacon,  of  the  Michigi 

made  by  the  railroa 

_ ,  -n  outrage  on  both  manufacturers 

and  consumers,  and  that  consumers  ultimately  have  to  bear  the  burden.  As  an  illus- 
tration of  the  increase  in  freight  rotes,  he  states  that  the  rate  on  coke  to  Wyandotte, 
Mich.,  has  been  increased  55  cents  per  ton  above  the  rate  in  1899.  This  amounts  to 
an  added  expense  to  the  Michigan  Alkali  Company  of  $5.'i  per  day,  or  {20,075  per 
year.  It  is  also  underatood  that  the  rates  on  coal  will  be  increaseo.  The  rates  on 
the  various  alkali  products  of  the  company  have  also  been  raised.  When  the  com- 
pany protested  to  the  trofflc  association  m  New  York  City,  January  22,  1900,  the 
chairman  of  the  Central  Freight  Association  and  the  chairman  of  the  Official  Tiofflc 
AfBociation  made  entirely  diaerent  answers  as  to  the  reason  of  the  increase,  and 
udtbei  touched  a  point  la  the  protest.    The  vear  18S2  was  conaidered  a  very  pros- 
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peroufl  one  among  the  isilroade.  Bueinees  depreadon  followed,  but  the  nulroadadid 
Dot  reduce  their  nitee  to  protect  the  manufactureis.  The  nixa  of  1892  ahoald  bo 
hiftb  enough  now,  but  thev  have  been  railed  at  the  beginning  of  1900.  The  railroads 
in  1S98  earned  enormous  dividends,  while  in  the  jresr  endmg  June  30,  189B,  the 
grom  earnings  exceeded  those  of  the  previoua  year  by  $69,927,186.  The  railroads 
defend  their  action  on  the  groond  that  they  want  a  share  in  the  proaperity  of  the 
country^  but  the  witnesa  Mlievee  tiiat  their  increoBed  bnsinesi  as  a  reeolt  of  their 
prosperity  would  have  been  snfflcient  to  earn  them  ample  pri^t  Froeperity  ia  not 
atimolatea  by  the  raisinK  of  freucht  ratee  but  by  increasing  the  voltune  of  buainesB. 
The  further  argument  of  the  railroada  that  the  cost  of  materiala  has  advanced,  ia  off- 
set by  the  welf  known  fact  that  by  hauling  heavier  loads  and  in  other  ways  the  coat 
of  operation  has  been  decreased. 

The  witness  anticipates  that  there  will  be  nltimately  a  great  railroad  trust  Ho 
refers  eapecially  to  the  alleged  combination  of  the  eastern  tronk  railroads,  and  its 
effect  upon  latea  and  profits.  He  quotes  an  article  from  the  New  York  Commercial 
Advertiser  of  March  12, 1900,  to  the  effect  that  the  incra»ed  profita  on  the  hauling 
of  coal  alone  by  Eastern  lines,  as  the  result  of  advanced  rates  already  announced  and 
others  to  be  made  on  April  1,  1900,  will  be  no  lees  than  116,000,000,  and  that  the 
increased  rat«s  on  other  products  will  make  a  total  of  added  profits  of  fully  131,000,000. 
The  average  advance  on  coal  was  estimated  to  be  15  cents  per  ton,  on  other  bulky 
freight  10  csnts  per  ton  and  on  manufactures  and  merchandise  25  cents  per  ton. 
This  increased  profit  of  $31,000,000  will  be  equal  to  more  than  3  per  cent  on  the 
capital  of  the  9  leading  Eastern  trunk  lines.     (74-77,84.) 

Hr.  Lanolbv,  of  the  Merchants'  Association  of  New  York,  says  that  on  January  1, 
1900,  the  Official  Classification  Committee  made  wholesale  advances  in  their  classifi- 
cation without  noUc«  to  shippera  Eight  hundred  and  righteen  items  out  of  3,000  in 
the  merchandise  list  were  advanced  in  class.  Taking  the  scale  of  rates  from  New  York 
to  Chicago  asabasisi^eoe  advances  represented  an  aven^  increase  in  the  freMitnAe 
of  35.6  per  cent  The  Western  Classification  Committee  on  January  25, 1900,  at^wieed 
the  rates  on  240  of  the  items  in  their  list.  UsingtheChicago-Minounriverrataias  a 
baeis,  the  advance  was  47.4  per  cent.  The  Bouthem  Classiflcation  Committee  on 
February  1,  1900,  advanced  1,977  articles  out  of  a  possible  2,600.  It  has  9  different 
classes  of  rates.  Thirty-two  articles  were  advanced  from  second  to  first  class;  38  from 
third  to  second  class;  69  from  fourth  to  third  class:  36  from  fifth  to  fourth  class;  10 
from  sixth  to  fourth  class,  and  46  from  sixth  to  fifth  class.  There  are  instances  in 
which  advances  were  made  from  fourth  to  first  class,  and  from  third  to  first  class. 
The  classes  which  weroamong  the  lowest  are  be^nning  to  disappear  from  the  clusi- 
flcation  list  There  were  IDB  of  the  tower  clanes  and  commodity  rates  in  the  clrissi- 
flcation  which  governed  prior  to  Febmary  1,  1900,  but  in  the  new  classification  only 
68  were  left.  Ta  addition  to  these  advances  there  were  75  instances  erf  discrimina- 
tion made  by  widening  the  difference  between  the  carload  rate  and  lees  than  carload 
rate.  The  advance  in  rates  resulting  therefrom  ranged  from  30  per  cent  to  60  per 
cent  The  rulroads  did  not  seem  to  take  into  consideration  the  tact  that  merchants 
had  made  contracts  ahead  based  on  existing  rates,  and  the  result  ot  the  advance  in 
classification  which  was  only  an  indirect  method  of  advancing  rates  entailed  a  gnat 
loss  upon  the  merchants. 

The  attention  of  the  Interstate  Commerce  Conuniselon  was  called  to  the  matter  in 
December,  1900,  bat  there  did  not  seem  to  be  any  certainty  as  to  whether  that  com- 
tninion  bad  Jurisdiction  over  classiflcatiou  matters,  and  the  question  was  referred  to 
the  Attorney-General,  who  concluded  that  there  was  no  groond  for  interference  by 
him.  The  snipiwre  then  appealed  directly  to  the  clasriftcation  committees  for  a  change 
ol  the  clanlfl^tion  bock  to  the  old  basis,  and  in  some  instances  their  appeals  were 
mnted.  The  Official  Classification  Committee  modified  some  of  the  advances,  but 
did  not  Ro  bock  to  the  original  basia.  The  witness  is  of  the  opinion  that  under  the 
law  the  Interstate  Commerce  Commission  f  e  powerless  to  remedy  the  evil  complained 
of.  He  thinks  the  matter  was  referred  to  the  Attomev-General  as  beii^  a  violatic» 
of  the  anUtrost  law,  bat  that  officer  did  not  seem  to  take  Uiat  view  of  the  case. 

The  reasons  advanced  by  the  rnlroad  companies  and  the  classificatioD  committees 
for  advancing  the  rates  were  that  the  prices  of  commodities  of  all  kinds  were  going 
up  throughout  the  country  and  the  railroad  rates  should  also  go  up.  The  wibieea 
says  that  he  examined  into  the  earnings  of  railways  to  a  considerable  extent  and 
fonnd  that  for  the  year  immediately  preceding  the  advance  in  the  freight  classifies- 
tioa  the  earnings  of  the  Southern  roads  were  ^  per  cent  higher  than  they  had  evw 
been  in  the  history  of  the  coimtry.  and  he  thinks  that  a  20  per  cent  increase  in  net 
eamluB  ought  to  have  satisfied  the  roads.    The  witness  does  not  think  that  thera 

mid  nave  been  any  more  comf^nt  made  if  the  rates  had  been  advanced  diraotir 
n»  iw  .-  .j~.~.  I-  _i-_j«_« —     (860-Wl,  862,  889,  877  ) 
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Change*  in  freight  ehutifieation. — Mr.  Langlby  testifies  that  there  ib  great  diacrimi- 
nation  in  the  "mauiputation,"  ashetertiis  it,  of  the  ireieht  claaaiflcation.  Bethinka 
this  diBcriminatiou  is  to  the  detriment  of  the  South,  ana  believes  that  the  le«  inter- 
ference and  the  fewer  obetaclee  that  are  thrown  in  the  way  of  development  the  bet- 
ter it  will  be  for  the  country.  There  would  have  been  very  little  complaint  it  the 
lailroadB  bad  advanced  the  scale  of  ratea  themaelves.  There  wae  a  time,  he  Bays, 
when  the  merchants  were  incline  to  complain  of  freight  Ts.tm,  but  in  later  years 
they  have  reached  a  conclusion  that  the  rates  of  freisht  are  not  so  material  as  their 
universal  application.  The  changes  in  cloBsiBcation  nave  induced  Kreat  confosion 
and  inequality.  People  sometimes  think  that  the  lailroada,  while  desiring;  to  increase 
their  revenues,  do  not  care  to  aaeume  the  respanaibility  of  advancing  the  rates  directly, 
and  resort  to  the  roundabout  method  of  having  them  advanced  bv  the  action  of  the 
classification  committees  in  changing  the  classification.  The  method  of  roaking  the 
changes  by  the  classification  committee  has  this  further  advanta^,  that  few  mer- 
chants, comparativelv  sneaking,  are  familiar  with  transportatioD  methods  or  wilji 
the  effect  that  the  classiflcation  has  upon  the  freight  rate.  Out  of  the  changes  in 
classificatian  of  2,600  items  in  the  Soutbem  territorv  at  least  one-third  would  remain 
advanced,  because  the  merchants  would  abandon  ail  hope  of  ever  securing  a  return 
to  the  original  basis.      (805. } 

Mr.  Griswold,  general  freight  and  passenger  agent  of  the  Western  Mainland  Bi^l- 
road,  says  that  there  was  a  considerable  change  in  the  Official  classification  a  little 
time  ago,  but  afterwards  a  large  proportion  of  the  articles  whose  classification  was 
changed  were  embodied  in  a  supplement  allowing  a  15  or  20  per  cent  reduction  from 
the  advanced  classification.  Mr.  Griswold  is  not  aware  that  the  changes  in  the 
classification  were  such  as  to  be  relatively  injurious  to  small  shippeiB  aniT&vorable 
to  large  concerns.     (eiS,  619. ) 

Mr.  Markrah,  of  the  Illinois  Cential,  states  that  in  the  recent  changes  in  tha 
Official  classification  the  advance  in  freight  rates  was  chiefiy  because  of  an  advance  in 
price  of  a  great  many  of  the  commodities  which  had  been  carried  at  special  commod 
ity  rates  t^fore  because  they  could  not  bear  higher  rates,  but  at  the  same  time  reduc 
tions  were  made  on  other  ^oods.  The  Illinois  Central  uses  the  Southern  clasifica 
tion,  also  the  Western  classification,  the  two  being  different      (435.) 

3.  Frnght  rales  in  the  ScnUk — Recent  increa«.— Mr.  Bacon  complains  also  of  the  fact 
that  freight  rates  to  Southern  seaboard  cities  on  alkali  products  are  higher  than  ocean 
freight  rates  from  England,  so  that  the  domestic  product  is  practically  excluded  from 
a  region  within  a  considerable  distance  from  these  seaports.  The  rate  from  Wyan- 
dotte to  Atlanta  is  36  cents  per  hundred  on  sods  ash,  M  cents  on  caustic  soda,  and 
65  cents  on  bicarbonate  of  soda,  while  English  products  can  be  delivered  there  by 
way  of  Savannah  at  a  much  lower  rate.  The  rate  from  Wyandotte  to  New  Orleans 
on  all  these  articles  is  33  cents,  while  the  ocean  freight  rate  from  liverpool  to  New 
Orleans  is  10, 7  cents.  At  one  time  there  was  a  rate  of  S9  cents  per  ton  on  soda  ash 
from  Liverpool  to  Newport  News.     (74.  80.) 

Mr.  Bacon  complains  especially  of  the  excessive  fre^ht  rates  on  the  products  of 
that  company  in  trie  Southern  territory,  and  of  the  fact  that  there  is  a  difference  in 
classification  of  these  products  under  the  Southern  classification  from  that  under  the 
Official  claseificaUon  in  the  North.  He  presents  the  following  table  showii^  the  rela- 
tive charges  per  carload  and  train  load  on  bicarbonate  of  soda  (baking  soda)  and 
caustic  soda  from  Wyandotte,  Mich.,  to  leading  Eastern  and  Southern  points,  together 
with  the  distances: 
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Commenting  on  these  flgnres,  the  witness  declares  that  there  is  something  wrong 
with  the  system  of  claasilcatioD  by  which  the  charge  for  hauling  a  carload  to  Atlanta, 
71fl  miles,  ia  1196,  as  comi^ared  with  $48  to  New  York,  700  miles;  and  by  which  a 
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tnin  load  of  30  cara  ia  hauled  to  Philadelphia,  656  miles,  for  91,260,  while  to  Chatta- 
nooaa,  578  milee,  the  chaive  would  be  $4,410. 
The  freight  rates  generally  through  the  South,  Mr,  Bacon  declares,  are  excMdve, 


fteisht  rates  the  Soath  wonid  be  the  home  of  the  big^eet  manufacturiDg  plants  in  the 
world.  There  ia  no  manufftctore  of  f^tue  or  of  soep  iD  the  Sontb  of  any  importance, 
and  no  market  for  alkali  products.  The  reaolt  is  tnat  nothing  ia  done  to  eatabliah  a 
demand  for  thoee  productB  and  to  favor  mannfacturii^  by  the  eetabliahment  of  reason- 
able  freight  rates.  Under  low  rates  factories  for  the  manufacture  of  these  and  other 
articles  would  start  up,  and  in  the  long  mu  the  railroads  wonld  profit  by  the  increase 
in  their  bosinees.     ( 73,  75,  70,  60. ) 

Mr.  Hc<tovbiin  eaye  that  prior  to  the  organisation  of  the  Bonthem  ClassiflGatioa 
Association  the  claasification  feature  of  tato  making  was  handled  by  the  several 
traffic  aasociations  in  that  territory.  There  was  Bsingleclaanfication  for  the  southern 
territory,  but  it  was  made  piecemeal  inatead  of  by  one  general  avodation  as  at 
present.  The  new  oommittee  made  a  thorough  and  systematic  revision  of  the  Mitire 
claniflcstion.  Uader  the  old  plan  additions  and  chaogee  were  made  from  time  to 
time  without  proper  regard  for  the  effect  upon  other  analogous  articles,  with  the 
result  that  the  nimnifimtinn  abounded  in  conflicting  ratings  and  inconsistencies. 
The  new  committee  b^an  with  the  iron  and  steel  list  ana  the  changes  which  it 
adopted  were  published  in  Southern  Clasmflcation  No.  26,  which  went  into  effect 
Febrnary  1,  1900.  This  revision  of  the  iron  and  steel  list  contained  advances  in  a 
good  many  ratings.  One  reason  why  the  iron  and  steel  rates  were  raised  was 
because  the  railroads  in  their  eonipment  and  otherwise  had  to  use  iron  and  steel, 
and  a  higher  price  made  a  h^ner  rate.  The  roads  can  not  afford  to  reduce  all 
their  rates  to  the  bosiB  of  the  commodity  rat«fl:  it  would  make  them  bankrupt  A 
revised  classification  which  embraced  everything  excepting  iron  and  steel,  and 
which  nude  subcptantial  modifications,  was  promulgated  in  ClMdflcation  No.  27,  which 
went  into  «fiect  June  1,  1000.  Clossiflcation  matters  have  been  given  the  fullest 
considenttion  and  the  advances  made  in  the  claasification  have  not  been  the  result 
of  any  attempt  on  the  pert  of  the  principal  lines  to  put  up  the  nttee  to  the  shippina 
public.  These  revimons  came  at  a  time  of  extraordinary  trade  conditions,  wtiich 
justified  substantial  advances  in  many  of  the  rating.  There  had  been  marked 
increases  in  the  prices  of  many  important  commoditieSj  especially  those  entering 
most  largely  into  the  cost  of  operation  of  transportation  lines.  Some  of  the  lines  in 
the  southern  tenitory  actually  showed  a  reduced  net  revenue  duriuf  certain  periods 
as  i^inst  an  increased  gross  revenue  during  tbe  same  periods,  which  is  attributable 
to  the  increased  cost  of  materials  tised  in  operation.  The  revision  of  the  classifica- 
tion, however,  was  not  for  the  nnrpose  of  mcreasing  rates,  but  was  chiefly  to  sim- 
plify and  harmoniie  raatten.  Many  of  the  existing  rating  had  been  unreasonably 
low  in  themselves,  and  by  comparison  with  the  rating  on  the  same  articles  in  the 
Other  two  cla«flcations  of  tbe  United  States.     (656,  066.) 

Oarrienf  titk  and  mmer't  ritk  ralu. — Mr.  McGovem  says  that  the  fliBt  important 
change  that  was  made  by  tbe  committee  in  classification  28  was  the  abandonment 
of  what  was  known  as  the  double-column  rating,  and  substitnling  thereiorthesii^^e- 
oolninn  plan.  In  tbe  old  classiflcatioD  up  to  No,  25  two  ratings  were  shown  oppomte 
many  of  the  articles,  one  in  the  "carrierH'-riBk"  colnmn,  for  cases  where  the  car- 
rier assumed  the  common-law  liability,  and  the  other  in  the  "released"  column, 
for  cases  where  goods  were  carried  at  the  owner's  risk  or  limited  liability,  the  first 
colnmn  rating  beins  higher  than  the  second.  There  was  nothing  approaching  uni- 
fonnity  in  the  differences  between  the  two  columns.  It  was  ^und  that  in  some 
instances  tbe  carriers' -risk  rate  was  only  14  per  cent  higher,  and  in  some  instances 
280  per  cent  higfaer  than  the  owner's-risk  rate.  Some  1,700  articles  had  been  shown 
by  tne  previous  cloniflcation  in  the  coniera'-risk  column  only — that  is,  only  a  single 
rate  was  published.  As  a  matter  of  EKt,  according  to  Mr.  HcGovem,  the  poods  of 
this  character  which  were  actually  shipped  were  in  99  cases  out  of  100  shipped  on 
the  ordinary  bill  of  lading  of  tbe  railnrnds,  which  ia  a  limited-liability  bill,  so  that 
the  shipper  did  not  actually  avail  himself  of  the  carrieis'-riBk  privilege.  By  the  new 
clasmficadon  the  rates  remained  the  same,  but  it  was  provided  that  they  soould  be 
on  the  limited-liability  basis,  and  that  if  the  shipper  insisted  on  the  common-law 
liability,  he  should  pay  a  30  per  cent  higher  rate.  This  system  of  uniform  bills  of 
lading  and  angle-column  clasnfication  is  m  line  with  the  practice  of  the  trunk-line 
roads  and  ottaen  in  tfae  Officii  territory.  Technically  it  may  be  said  that  thet«  was 
an  advance  of  mtea  because  the  shipper  would  have  to  pay  30  per  cent  more  if  he  got 
the  unlimited  Uatnlity  of  the  carrier  which  he  might  liave  insisted  on  before,  but  in 
practice  he  did  not  insist  on  it  before  in  most  cases;  and  for  99  per  cent  of  the  goods 
the  ntea  and  the  IriUs  of  ladli^  were  precisely  tbe  same  after  the  change  as  before.- 
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Hr.  McOoTem  BavB  that  this  change  wa> 
made  the  baaia  of  a  geneAl  complaint 
adwiced. 

The  firet  change  in  Clawification  No.  27,  aa  compared  with  Claadflcation  No.  28, 
waa  as  to  Rule  1,  which  waa  a  little  more  favorable  to  the  shipper,  in  that  there  was 
a  t«dncdon  from  30  to  20  per  cent  additional  in  the  carrier' a-riak  rate  aa  compared 
with  the  owner'ft-iiak  rate.  For  13  years  the  linea  in  the  Official  claaeification  terri- 
torv  have  need  a  nnifonu  bill  of  lading,  which  has  been  publiahad  aa  a  part  ol  the 
Official  clawiflcatiou.  Thia  matterof  imiformity  intba  li&ethKBnpwasearly  taken 
up  by  the  Boathem  Classification  Committee,  whiA  rffcer  much  conadeiation  evolved 
a  bill  of  lading  which  waa  finally  adootiA  Mid  approved  bv  the  various  individoal 
lines,  and  went  into  effect  June  1,  ISW.  (A  copy  of  this  bill  of  lading  was  furnished 
the  commission.  ]  Practica^T'  the  only  difference  between  the  canier'a  rish  and  the 
limited  liability  is  that  sider  the  earner's  riak,  if  the  goods  are  lost  or  deatroyed,  the 
owner  can  recove>  the  loss  occurring  except  from  one  of  the  four  exemptions  eatab- 
Ushed  by  the  oasunon  law,  viz,  an  act  of  God,  fiaud  on  the  part  of  the  shipper, 
inbereDb  defect  in  the  article,  or  inherent  vicca  in  an  animaL    The  bill  of  lading  ia 

■  ■"  aon  of  fire, 

,    , ,.  I - t to oramarv tranaoortattot     ■■' 

•Ot  the  fault  ot  the  carrier  and  aie  due  to  its  n 

'Hie  wily  coneidetation  that  waa  oven  the  Official  and  Western  clasmficationa  in 
the  revitdona  of  the  Ebuthera  claesmcation  waa  aimply  to  compare  them,  article  for 
article,  as  the  work  of  reviaon  proceeded.  As  to  the  liability  question,  however, 
the  revision  resulted  in  making  the  Sonthem  claeafication  the  same  as  Uie  Official 
daaaifici^on. 

There  have  been  no  casee  in  court  to  teat  the  validity  of  the  two  forms  of  contract 
Not  more  thajil  per  cent  of  the  freight  carried  consists  of  hasardous  risks.    (656-061.) 

Chtmga  and  advanoa  6y  but  doM^eatwn  revitum. — Mr.  McGovem  gays  further  that 
the  advances  is  the  descriptiona  and  ratings  aa  ahown  in  Southern  Qa^flotiaa.  Ha. 
27  do  not  exceed  400  or  500  aa  compared  with  Claaaiihiatioa  Ho.  ai,  and  there  were 
about  100  redactions.  Many  of  the  advancM  wwe  made  on  nnimportant  articles 
of  shipment  Connstency  and  iiiiinnwlilji  were  aimed  at  in  the  revisioiia.  All 
druggista'  articles  in  boxes  w«ie  made  first  class;  small  grocery  articles  in  boxes  weie 
as  a  rule  made  ooatmd  eitm,  aa  were  also  ordinary  hardware,  iron,  and  steel  articlea 
in  boxes.  One  leunn  for  this  was  to  prevent  the  onderbilling  of  drn^,  noceriee, 
and  liM<iiliii.  which  practice  haa  grown  ap,  and  ia  on  the  increaae  in  the  Southern 
tmltory.  The  principal  articles  lued  on  tne  farm  and  many  other  Very  important 
pMdocts  were  not  advanced  in  ratings.  It  ia  b  general  experience  that  when  reduc- 
tions are  made  it  ia  believed  that  it  increases  the  buaineee  of  the  roads.  The  occaaion 
of  the  advance  in  tbe  claaaificatdon  of  cotton  goods  was  brought  about  by  the  fact 
that  in  the  early  days  the  claeeiflcation  waa  arranged  ao  aa  to  be  in  the  nature  of  a 
protection  to  the  early  cotton  manufacturers  in  the  South,  and  even  to-day  it  is  so 
airanged.     When  the  classification  is  advanced  the  rates  are  always  advanced. 

Mr.  McGovem  concludes  by  saying  that  the  making  of  a  freight  tariff  or  a  freight 
classification  ia  not  on  exact  acleuce.  The  change  of  commercial  conditions  in  the 
increase  of  local  industrieSj  new  discoveries  in  science,  competition  between  carriers 
and  markets,  will  neceeeanly  effect  choi^^  in  freight  claaaification  and  freight  rates 
from  time  to  time.  Ever  since  Classification  No.  27  went  into  effect  some  modifica- 
tions  have  been  made,  and  other  modifications  will  be  made  from  time  to  time  aa 
circumatancea  may  dictate.  It  is  not  to  the  interest  of  the  carriers  to  moke  their 
ratea  exorbitant  or  so  high  aa  to  nndnly  limit  or  restrict  the  fc«e  movement  of  tzafflc 
orer  thur  varioua  linea.     (661-662,  668-672.) 

Hr.  jynsL^r,  an  officer  of  two  small  Geoivia  railroads,  testified  in  1900  that  there 
had  recently  been  a  general  increase  in  freight  rates  on  the  through  Bouthem  lines. 
He  waa  incuned  to  justify  thia  increase,  despite  the  fact  that  the  railroads  have  all 
the  bnaineas  they  can  carry  and  are  even  short  of  cois,  becanse  of  the  general  pros- 
perity of  the  country  and  of  the  fact  that  the  Southern  railroads  have  only  recently 
been  able  to  make  any  profits  at  all.  Moat  of  them  haveiust  got  out  of  buikruptoy, 
and  until  recently  their  stocks  have  been  of  no  value,  while  the  Georgia  Railroad 
GommiBtion  limits  the  freight  rates,  the  rates  actually  exiating  hitherto  were  mach 
lower  within  the  limits. 

AaoUur  reason  why  an  indease  of  freisht  rates  seems  to  the  witneee  Justifiable  is 
that  the  railroads  have  hitherto  helped  the  eetablishtnent  of  cotton  factories  in  the 
Sooth  by  making  low  tatee  on  machinery  and  materiala  and  in  other  ways.  The 
remit  is  that  now,  the  factories  being  established,  railroads  have  no  cotton  to  haul 
to  the  aeaporta,  and  the  amount  of  ireigbt  which  they  get  in  the  shape  of  cotton 
goods  is  much  leaa  than  what  they  formerly  hauled.  Aa  an  illustration  of  the  unduly 
low  rates  which  had  prevailed  on  cotton  goods,  Mr.  Dunlap  instances  a  shipment  of 
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1.300  bales  of  cotton  cloth  from  Monroe,  on  the  Gainesville,  Jeflenon  uul  Sonthem 
Railroad,  .to  Shanghai,  China.  The  rate  was  only  f  1  per  hundred,  93  ceutfl  of  which 
was  for  rail  Ireiffht  to  San  Francisco.  The  rate  from  Monroe  to  Atlanta  was  only  6 
cenis,  and  that  Tor  the  10  miles  over  which  the  goods  were  hauled  on  the  witness's 
road  only  3  cents.  While  this  local  rate  of  3  cents  was  apparently  higher  for  the 
distance  than  the  other  railroads  received  for  their  loiwer  hauls,  it  was  yet  uodulr 
low,  in  view  of  terminal  charges,  etc.  On  shipments  to  New  York  the  witness's  road 
gets  6  cenfs  per  hundred  for  the  same  distance,  while  it  formerly  received  12  cents 
per  hundred  for  hauling  raw  cotton  the  same  distance.     (2-4.) 

Mr.  Davant,  coromieeioner  of  the  Memphis  Freight  Bureau  and  Shippers'  Organi- 
zation, thinks  that  the  increase  in  freight  tat£S  over  the  Southern  roads  in  1900  was 
at  least  partly  jusliflable.  The  Southern  railroads  have  seldom  earned  any  dividends 
on  theirstocks,  and  the  witnesssujipoees  it  to  be  reasonable  toallow  them  to  doeo.  (0.) 

4.  Local  rate*  on  coOon— JfflnpAu.— Mr.  Da  vast  says  there  has  been  a  considerable 
redaction  in  the  local  rates  on  cotton  from  neighborine  points  to  Memphis durina  the 
past  five  yeuB.  The  Tennessee  Railroad  Gommisnon  nas  had  nothing  to  do  wita  the 
fixing  of  rates,  hut  the  Memphis  Freight  Bureau  is  constantly  making  efforts  to  secure 
more  satiefactory  local  and  through  rates.  Some  of  the  local  rates  it  considers  fair, 
but  othera  are  slill  too  high.     (7. ) 

6,  tUduOion  of  freight  charga—iUnMtota.—'tiT.  Tkisbebq,  secretary  of  the  State 
Bailroad  and  Warehouse  Commission  of  Minnesota,  gives  several  instances  of  the 
icduction  of  freight  charges  on  grain  within  that  State.  From  Alexandria  to  Minne- 
apolis, 133  miles,  the  rate  was  21  cents  per  hundred  pounds  in  1380,  10  cents  in  186&, 
and  12  cents  in  1867.  Since  that  date  it  has  not  changed.  From  St.  Vincent^  380 
miles,  the  rate  was  36  cents  in  ISSO,  and  21  cents  in  1S8T,  and  is  now  10  cents.  Mr. 
Teisbeis  thinks  that  these  reductions  have  been  partly  caused  by  the  opeAtion  of  the 
laiiroaa  law,  the  ruling  of  the  commission,  and  the  moral  effect  of  those  rulings,  but 
that  the  more  economical  methods  of  transportation,  such  as  the  increase  of  the  size 
of  cars  and  engines,  are  the  chief  cause.  He  considers  that  competition  has  had  very 
Uttle  to  do  with  it     (364.) 

6.  Wfitem  frdglU  ratft. — Mr.  Bacok,  of  the  Michigan  Alkali  Company,  says  that 
Wextem  freight  rates  on  the  products  of  this  company  are  so  high  that  practicallv 
none  are  shipped  into  that  territory.  There  is  a  rate  of  68  cents  per  hundred  poonds 
to  San  Francisco,  this  low  rate  bemg  doe  to  the  competition  of  the  foreign  ^txiuct 
with  ocean  transportation.  The  witness  has  no  complaint  to  make  regardmg  di»- 
crimination  between  long  and  short  hauls  ordinarily,  excepting  the  low  rates  where 
there  is  water  competition.  But  he  believes  that  it  would  De  to  the  advantage  of  the 
railroails  and  the  West  generally  to  reduce  freight  rates  in  that  section  so  as  to  allow 
the  establishment  of  industries.     (80,  86, ) 

Mr.  Stcbbs,  of  the  Southern  Pacific  Company,  asserts  that  the  rates  for  transporta- 
tion from  the  Pacific  coast  have  very  considerably  decreased  ^ce  1891,  and  he  knows 
of  no  single  instance  in  which  they  have  increased.      (765.) 

7.  Freight  rata  im  alkali  product*.— Mr.  Bacon,  freight  manager  of  the  Michigan 
Alkali  Company,  complains  of  the  excessive  freight  rat^  chained  upon  its  product  as 
compared  with  other  articles.  The  various  articles  are  all  shipped  in  compact  form, 
in  large  fa^is  or  barrels;  they  are  all  heavy  and  thev  are  clean  and  convenient  ta 
handle.  There  is  not  so  much  leakage  from  the  packages  as  there  would  be  from 
fionr  barrels.  A  barrel  of  flour  weighs  212  pounds,  and  a  1'5-ton  car  would  contain 
143  barrels.  A  barrel  of  dense  soda  ash  weighs  670  pounds;  of  light  ash,  300  pounds; 
of  bicarbonate  of  soda,  420  pounds;  of  cement,  4(K)  pounds;  that  is,  a  16-ton  au 
would  contain  from  52  to  100  barrels  of  these  respective  products.  Notwithstanding 
the  favorable  character  of  the  alkali  products  for  shipment,  the  raUroads  charge  a 
rale  very  much  in  excess  of  that  on  fiour  and  similar  mrrel  products.  The  following 
table  shows  the  relative  lates  from  Wyandotte,  Mich.,  to  vtuious  Eastern  and  South- 
ern points  (1900): 
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Mr.  Bacon  recognizee  that  the  bet  that  flonr  ie  a  staple  article,  Bhipped  in  large 
quantities,  juatilies  a  lower  rate  than  on  alkali  products,  but  he  considere  the  difier- 
ence  ahown  in  this  table  exceeeive.  The  mlrcAda  charee  $1.09  for  taking  a  barrel  of 
heavy  ash  from  Wyandotte  to  Boston  in  car  lots,  vhue  a  barrel  of  flonr  is  hauled 
the  same  distance  for  37  cents.    (72,  73,  81.) 

8.  Tran9p<yrtaiimiof(Miforniafnat, — Mr.  ^rnBBs,  of  the  SoathemPadflG  Company, 
does  not  think  that  there  is  any  comptunt  or  any  basis  for  complaint  on  the  {tart  of 
freight  shippers  in  California  against  eiceasive  charges  by  the  railroad  comp«uiiee  for 
transportation.  The  fact  that  the  shipmentB  of  citrus  fruite  to  the  East  have  growD 
from  nothing  to  20,000  carloads  a  year  showB  that  there  can  he  no  basis  for  complaint- 
Shippers  do  complain  of  the  practice  of  the  raOroads  in  determining  the  routes  and 
in  not  operating  refrigerator  cars  themselvee.  They  also  contend  against  the  demand 
of  the  railroads  t^at  they  should  load  13  tons  to  the  car  instead  of  10  tons,  on  the 
ground  that  this  does  not  leave  sufficient  room  for  the  circulation  of  air.  The  nul- 
roads  are  satisfied  that  this  is  not  true,  because  for  the  most  part  40-foot  care  are 
need  for  13-ton  shipments  as  agaiost  3d-foot  cars  for  the  12-ton  shipments.  The 
nulroadfl  found  that  the  size  and  weight  of  boxes  had  b«en  increased  ao  that  practi- 
cally 13  tons  were  beine  carried  for  the  rate  on  12  tons.     (767.) 


9.  Coal  raUi — PkUadaphia  and  BaUimore. — Mr.  Gbibwold,  gwieral  freight  and  pas- 
senger agent  of  the  Western  Harvland  Railroad,  says  that  the  rate  from  the  Camber- 
land  and  West  Virginia  coal  fielos  to  Baltimore  by  the  Baltimore  and  Ohio  is  f  1.45, 


without  distinction  as  to  distance.  There  is  a  territorr  beyond  that  section  from 
which  the  ratee  are  higher.  They  are  also  higher  from  toe  gaa-coal  field.  The  rat«<i 
to  Philadelphia  are  the  Heme  as  to  BslUmore.  This  is  doubtlees  because  the  rate  frona 
the  Pennsylvania  fields  to  Philadelphia  is  the  same  as  the  Baltimore  and  Ohio  rate 
to  Baltimore,  and  it  the  Baltimore  and  Ohio  charged  a  higher  late  to  Philadelphia 
the  Pennsylvania  road  would  haul  all  the  coat  there.     (619,  820. ) 

10.  Freight  raUt  on  paper. — Mr.  Griswold,  Kcneral  freight  and  paseenger  agent  of 
the  Western  Maryland  Kailroad,  thinks  that  the  Southern  lines  make  sucn  low  rates 
to  Western  points  on  paper  in  carloads  that  the  New  York,  Pennsylvania,  and  Mary- 
land lines  have  to  make  low  rates  to  put  their  shippers  on  an  equal  footing  with 
thoseinNew  England.     (610.) 

11.  Freight  rata  to  Denver.— Mr.  Gmpfith,  representing  the  Denver  Chamber  of 
Commerce,  says  that  there  has  been  no  change  in  the  freight  rates  on  flrst-claee 
commodities  from  the  East  to  Denver  during  the  peat  two  years,  so  far  as  he  is 
aware.     (856.) 

B.  Policy  reffardlnff  ratei— Competition  and  other  inluen«;ei. — 
(See  also  Water  trantp(n1ation,  p.  clxxiv.) — 1,  GeMToi  effect  of  competitive  fiircet. — (See 
also  under  Qmiolidation,  p.  lxviii.^ — Mr.  Tbom as,  president  of  the  Erie  Bailroad, 
declares  that  the  greatest  danger  to  toe  public  is  not  from  high  railroad  ratee  but  from 
unrestricted  com  petition  resultingin  discriminating  rat«e,  orm  rates  which  are  too  low 
to  give  a  profit  to  the  railroad.  At  present  rates  are  more  stable  and  uniform  than 
they  have  been  t>efore,  and  there  is  afeeling  of  confidence  on  the  part  of  the  railroads 
as  well  as  a  disposition  to  maintain  fair  rates.  This  country  has  shown  itself  able  to 
transport  freight  more  cheaply  than  any  other.  The  new  opportunities  and  wealth 
of  the  country  have  been  stimulated  in  every  possible  manner.  While  competition 
may  liave  some  effect  in  developing  transportation  lineeand  lowering  ratee,  and  while 
some  competition  is  undesirable,  the  paralleling  of  railroads  results  in  economic 
waste.  It  may  be  a  question  whether,  if  there  were  no  direct  competition  between 
railroads,  freignt  rates  would  be  reduced,  but,  in  the  opinion  of  the  witness,  the 
competition  of  different  sections  of  the  country  and  of  different  countries  of  the 
world  would  keep  rates  down.  America  is  competing  with  the  world.  The  price 
at  which  gmn  shall  be  shipped  from  Chicago  to  New  York  is  fixed  by  the  markets 
of  England,  and  the  Continent,  where  there  is  competition  of  the  grain  from 
Arsenhna,  India,  Russia,  and  many  other  countries.  The  railroad  manager  who 
undertakes  to  keep  up  ratee  because  he  has  an  apparent  monopoly  would  soon  ruin 
his  busineas,  drying  up  the  entire  sources  of  supply,  and  putting  liis  territory  at  such 
a  disadvantage,  as  compared  with  the  rest  of  the  country,  that  manufacturers  and 
producers  could  not  exist.  It  does  not  even  pay  to  put  up  rates  for  the  purpose  of 
speculation  in  Wall  street;  there  are  easier  methods  by  which  to  make  pro6ts  there, 
lu  the  experience  of  the  witness  he  has  never  known  an  appeal  by  a  majority  of 
manufacturers  or  of  commnnities,  regarding  their  inability  to  meet  competition  of 
other  sections,  to  be  brought  to  rulroaa  managera  without  meeting  a  prompt  response. 

Mr.  Thomas  also  alludes  to  the  competition  of  Oumdian  rauroads  as  a  bctor  in 
checking  the  charges  of  American  railroads,  even  ea  far  south  as  the  Quif.  (651, 
662^664.) 

Mr.  St^iTF,  banker,  declaree  that  transportation  rates  in  general  will  adapt  them- 
selves by  a  natural  law  to  the  prevailing  rate  of  interest    Iiother  investments  aver- 
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age  a  rotnni  of  4  per  cent,  rulraad  capital  actually  epent  can  not  be  loade  to  return 
more  than  4  per  cent,  no  matter  what  ie  done.     (774. ) 

2.  CbmpeAAon  betweea  raSroadt — Hale  vnrt.— Profeesor  Riflcy  says  that  where 
there  ie  not  competition  there  is  not  that  incentive,  which  becomeB  a  matter  of  eelf- 
pieBervalitm,  to  add  the  very  latest  and  very  beet  improvementa,  which  must  prevail 
where  competitive  conditions  exist  Roads  which  are  subject  to  competition  knov 
perfectly  well  that  if  they  do  not  give  quick  trains  and  gooa  service  traffic  will  go  by 
the  other  lines. 

At  competitive  pmnts  on  roods  there  is  freqnentiy  a  secret  rate  in  force  which  is 
mncti  lower  than  the  pnbliehed  rate.     (2W,  295,  296. ) 

Mr.  TmsBEBO,  secretary  of  the  State  Railroad  and  Warehouse  Comminioa  of 
MinneBota,  thinxs  that  eo  far  as  community  of  interest  in  ownership  may  prevent 
rate  wars  it  ia  a  good  thins.  His  observation  ie  that  rate  wars  help  only  large  ship- 
pem  who  do  not  need  the  help  of  the  railroads.  The  small  shipper  is  generally  not 
prepared  to  take  advantage  of  tbe  reduced  rates.     (366.) 

Ur.  Talcott,  BSHiBtant  to  the  president  of  the  Seaboard  Air  Line,  saye  that  rate 
ware  have  been  leas  frequent  in  tne  southern  territory  than  in  the  northern.     (627.) 

3.  Dittanee  cu  an  dement  mfraght  mtet. — Mr.  Talcott,  aeeistant  to  the  president  of 
tbe  Seaboard  Air  lone^  saya  tnat  there  is  a  concensus  of  opinion  among  railroads  that 
charges  per  ton  per  mile  sbould  be  higher  for  short  hauls  than  for  long.  He  baa  had 
occasion  to  endeavor  to  establish  a  definite  rule,  ss  an  engineer  and  a  mathematician, 
by  whicb  charges  may  be  proportioned  to  distance.  He  has  found  that  tbe  scale 
which  seems  to  fit  best  the  actual  conditions  of  tarifis  makes  i«tee  increase  as  the 

aoare  root  of  the  distance;  that  is,  the  charge  is  double  for  four  times  tbe  haul. 
r.  TiUcott  has  made  use  of  this  rule,  not  only  for  the  fixing  of  ntee,  but  for  the 


division  of  chaiges,  and  tbe  rule  has  been  approved  for  both  purposes,  both  by 
piactical  railroad  men,  by  courts,  and  by  State  authorities.     (630,  631.) 
4.   COmpelition  o/  Canadian  railioat^. — Mr.  Tboxas,  president  of  tbe  Erie  Railroad, 


says  that  the  Canadian  railroads  are  important  factors  m  making  rates  on  all  American 
roads  even  as  far  south  as  New  Orleans.  The  exporter  of  grain  or  otber  commodities 
does  not  care  whether  bis  shipments  go  by  way  of  Montreal,  New  York,  Newport 
News,  or  Galveston.  If  the  rate  made  by  Montreal  is  lowered,  it  must  be  met  by  the 
roads  to  all  these  other  points  or  they  must  forego  the  business.  The  shipment  of 
goods  by  water  ie  also  a  great  factor  in  keeping  down  ratee.     ( 652. ) 

Profeaeor  Biplbt  says  that  tbe  suspensiDn  of  the  privilege  to  ship  goods  in  bond 
over  Canadian  roads  would  be  of  great  damage  to  New  Enmnd  shippers.     (299.) 

Profeaeor  Ripley  Bays  that  Canadian  roads  are  allowed  by  tbe  ^unerican  roads  a 
diSerential,  in  order,  so  far  as  he  can  see,  not  to  brii^  to  an  iaiue  the  question  whether 
those  roads  are  subject  to  the  interstat»«ommerce  law,  i.  e.,  rather  than  fight  the 
matter  out,  the  American  roads  have  allowed  and  do  allow  the  Canadian  roads  to 
charge  lees  for  tbe  same  haul  than  the  roads  allow  themselves  in  United  Btatee 
tenitory.     (298. ) 

5.  Aopantoffeg of  Bo»U>n  by  T«a»(m of  (hnaditm  raiUDay conneeliont. — Mr.HowK testi- 
fies that  Boston's  railroad  connection  with  tbe  West  by  the  Canadian  Pacific  road  and 
ile  branches  has  been  auite  an  advantage.  The  financial  and  commercial  interests 
of  the  American  trunk  linee  terminated  at  the  Hudson  River,  and  their  influences 
were  detrimental  to  Boston  shipping.  The  Canadian  roads  were  interested  in  hav- 
ing shipments  sent  to  Boston,  and  by  reason  of  this  competition  the  American  trunk 
lines  gave  Boston  a  consideration  which  they  otherwise  would  not  have  bad. 

In  the  summer  time  grain  that  arrives  at  Montreal  can  be  shipped  thence  to  Liver- 
pool by  steamer  just  as  cheaply  as  from  Boston.  The  freezing  of  the  Bt.  Lawrence  in 
the  wmter  canees  a  great  deal  of  tbe  Canadian  shipments  to  be  sent  throush  Boeton. 
The  tendency  for  the  last  year  or  two  has  been  somewhat  against  this  Canadian  trade. 
A  spirit  of  antagonism  has  grown  up  in  Canada  to  a  cerbun  extent,  due  partly  to  the 
belief  that  trade  relations  between  the  two  countries  are  not  what  they  ought  to  be, 
and  out  of  this  belief  has  grown  a  political  feeline  which  has  neceesarily  had  consid- 
erable influence  on  tbe  Cuiadiao  Iliciflc  road,  "nie  eBect  has  been  to  lead  Canadian 
Bbippers  to  use  the  Canadian  Pwdfic  to  8t  Johns,  New  Brunswick.  The  Grand 
Trunk  Railway  has  also  developed  its  terminal  tadlltiee  at  FoH^tand,  Me.,  and  this 
has  injared  Boeton  trade  to  a  obtain  extent  In  goiiu[  to  Portland,  the  Grand  Trunk 
carries  its  freight  entirely  over  its  own  line.     (7(H-7C5.) 

6.  Omodian  Faeifi:  d^fferentiali. — Mr.  Stubbs,  of  the  Soothem  Pacific  OomtMuiy, 
Bays  that  tbe  American  tawnscontinental  roads  have  fooght  tbe  demand  of  the  Cana- 
dian Pacific  that  it  be  allowed  differential  rates  on  account  of  tbe  longer  time  of 
transportation  and  other  dinbilitiee  of  the  road,  and  that  this  differential,  which  was 

16a fi  OO^lc 


IXXXII        IHBUSTBIAL   COMMISSION: — TRANSPOKTATIOIT. 

A  flnaii;  snb- 
Bits  that  the 

transcontinental  linee  west  o{  the  Missouri  River  did  not  cut  rates  secretly  to  meet 
tJxis  Canadian  differential,  but  the  Canadian  Pacific  road  complained  co&tiDiially  that 
the  ratee  east  of  the  Missouri  River,  and  particularly  east  of  Chicago,  were  cut  so 
that  while  the  Canadian  road  nominally  had  a  differential  it  really  was  not  given 
any  advantage.  The  witness  suppoaea  it  is  true  that  there  were  sporadic  instances  of 
rat«  cutting,  though  he  is  not  in  a  position  to  know  reeardinK  eastern  lines.     ^763. ) 

Professor  Rifi.bv  says  that  the  through  export  rate  from  this  country  to  China  is 
to-day  as  low  on  American  roads  as  on  the  Canadian  Pacific,  though  this  is  conttaiy 
to  agreement  The  Canadian  Pacific  is  allowed,  by  agreement  of  the  American  roads, 
to  charge  a  lower  rate  than  ia  charged  by  the  othe;  transcontinental  roads,  but  in 
practice  to-day,  by  reason  of  the  rate  war  which  has  been  on  tor  some  months,  ship- 
ments are  going  to  Seattle  and  San  Fnincisco,  within  the  territory  of  the  United  Btatee, 
at  lees  than  the  rate  that  was  to  be  allowed  the  Canadian  Paofic.  The  rat«s  from 
one  point  to  another  are  determined  primarily  by  competition  with  water  carriage, 
and  the  rate  to  the  Pacific  coast  from  any  point  east  of  the  Mississippi  is  uniform. 
North  of  the  Ohio  and  east  of  the  Mississippi  shipments  to  any  place  east  of  the 
Pacific  can  be  made  for  the  same  rat«.  Esstem  manufacturing  tovns,  therefore, 
have  an  equal  advantage  with  manufacturing  towns  farther  west 

Mr.  Makkhau,  of  the  Illinois  Central,  says  that  the  Canadian  Pacific  road  is  not 
■ubject  to  the  same  regulations  for  making  rates  as  are  the  transcontinental  lines  of 
the  United  States,  because  the  Interstate  Commerce  Gommisdon  has  no  control  over 
the  Canadian  Pacific  road,  except  where  its  lines  run  into  the  United  States,  and 
there  is  nothing  tl>  prevent  that  road  from  giving  a  portion  of  the  revenne  which 
accrue  on  the  Canadian  lines  to  shippers.  The  Canadian  Pacific  does  not  have  any 
line  into  Chiciuo,  and  traffic  from  the  Illinois  Central  to  the  Canadian  Pacific  would 
betaken  over  the  Wabash  or  the  Michigan  Central.     (442.) 

7.  Banng-poinl  syttan  (see  also  as  \a Southern Slate^,^.cvi\). — Professor HiPLFT pre- 
sents a  diagram  which  is  published  by  the  chief  inspector  of  the  joint  rate  and  inspec- 
tion bureau  of  the  Trunk  Line  Association  at  Chicago.  The  diagram  presented  ispub- 
lished  by  the  railroads  for  the  use  of  their  agents,  and  shows  the  distribntion  of^  the 
percentsse  rates  on  the  Chicago  and  New  York  basis.  The  distance  from  Chicago  to 
New  York  is  always  represented  by  100.  In  parts  of  the  territory  represented  by 
this  diagram,  shipments  from  any  [H>int  pay  96  per  cent  of  the  Chicago-New  YoK 
rate,  whatever  that  may  be.  Within  other  parte  of  the  territory  it  is  95  per  cent  of 
the  Chicago- New  York  rate,  or  65,  80,  or  110  per  cent,  etc      (301. ) 

Mr.  Griswold,  general  freight  and  passenger  agent  of  the  Western  Maryland  Bul- 
road,  says  that  rates  between  Chicago  and  New  York  are  the  basis  of  all  rates  i- 
trunk-line  territory.  Ail  other  rates  are  fixed  percentages  of  them.  For  instaj 
the  rate  to  Cincinnati  is  87  per  cent  and  that  to  St.  Louis  116  per  cent.  The  c 
rates  have  not  been  changed  in  many  years.     ( 625. ) 

C.  Claaiiacatlonofn-eisbt,— 1.  De*^pt(onandome™ie^edj!o/gy»tem.— Pro- 
fessor RiPLBv  says  that  there  are  at  present  some  5  claeslfications  of  freight,  the 
priaci^l  one  of  which,  known  as  the  Official  Classification,  covers  all  territory  east  of 
the  MiasiBsippi — that  of  the  Ea8t«m  Trunk  Line  Association;  another  covers  the  far 
Western  States  and  is  known  as  the  Western  Classification;  another  covers  the  terri- 
tory south  of  the  Ohioand  is  known  as  the  Southern  Classification;  and  then  sevwal 
of  the  Btates,  Illinois  and  Iowa,  prescribe  by  law  what  the  classifiattioa  of  the 
freight  on  their  roads  shall  be. 

By  classificatioa  is  meant  the  separation  of  goods  into  groups  accordii^;  to  the  rates 
which  are  to  be  paid.  A  reduction  of  the  general  schedule  of  rates  may  be  entirely 
offset  by  changes  made  in  classification  of  goods;  that  is,  goods  which  formerly  went 
second  class  may  be  moved  up  into  the  first  class,  etc.  Tlie  absence  of  uniform  claa- 
sificatjon  throughout  the  country  gives  rise  to  great  difficulty  in  the  assessment  of 
charges  and  in  the  comparison  of  the  movement  of  rates.  Goods  which  may  be 
reported  second  class  at  the  point  of  shipment  may  be  first  class  at  the  point  of  deliv- 
ery. LTnifonnity  of  classification  would  have  great  advantages,  but  the  difficulty  of 
securing  it  would  be  considerable.  A  commodity  which  in  one  part  of  the  country 
is  an  ordinary  product  of  the  soil,  and  which  must  therefore  be  given  a  low  classi- 
fication, becomes  a  luxury  at  a  point  distant  from  the  placeof  production,  and  would 
consequently  be  f^ven  a  high  classification.  Oranges  are  worth  comparatively  littl6 
by  the  box  m  California,  but  transported  to  the  northeastern  comer  of  the  United 
Btates,  they  are  of  much  greater  value.  This  increase  in  value  makes  it  possible  to 
move  them  up  in  the  scale  of  claeeiflcation  and  to  charge  considerably  more  for  trans- 
porting them.    The  question  of  uniform  classification  mvolves  an  agreement  betweeii 
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all  the  mlroade  and  the  introduction  of  a  sort  of  Bystcm  of  reciprocity  throngh  the 
recognition  of  the  fact  that  what  a  road  wonld  lose  on  certain  kinds  of  traffic  through 
uniform  clanification  it  woold  gain  on  others.  Some  progreas  ha«  been  made  toward 
umfonnitj  in  claadfication.  A  great  nnmber  of  arbitraiy  claesiflcatioiis  which  for- 
merly eiiirted  liave  been  removM,  and  highlv  complex  conditionB,  which  grew  oat 
of  them  and  put  the  shipper  at  the  mercy  of  tne  railroad  by  makinz  it  impoeeible  to 
figure  out  in  advance  what  ratee  wonid  be,  have  been  replaced  byue  compaiatiTeljr 
simple  aitaatioD  to-day  of  five  or  aix  prindpal  claaeificationB.     (302,  303.) 

Mr.  P.  J.  HcGovKBH,  chairman  of  the  Southern  ClasBiflcation  Committee,  deflnee 
the  three  classification  districts  or  territoriee  in  respect  of  freight  movement,  vii: 

1.  The  territory  lying  north  of  the  Ohio  and  Potomac  rivers  and  east  of  theMiams- 
rippi  River  and  ClucaKOi  which  is  covered  by  the  Official  Glassificstion. 

2.  The  territory  lying  west  of  Chicago  and  the  MiasieBippi  Biver,  which  is  covered 
by  the  Western  Classification. 

3.  The  territory  lying  south  of  the  Ohio  and  Potomac  riverB  and  east  of  the  MIs- 
dasippi  Kiver,  and  la  covered  by  the  Southern  Classification. 

In  all  three  territories,  various  ezceptioDS  to  the  claaeificatjon  are  in  force,  in  the 
shape  of  commodity  tariss  or  what  are  termed  claedfication  exception  eheeta. 
Tlie  classification  is  usually  divided  into  three  parts:  (1)  The  general  rules  which 

Svem  in  the  application  of  the  rates;  (2)  the  aescriptions  of  the  articles,  setting 
-th  the  names  ol  the  article,  manner  in  which  it  is  to  be  packed,  etc,  and  (3)  the 
ratings  themselves,  showing  what  class  each  particular  article  is  to  take.     (662.) 

Mr.  McGovem  says  further;  "The  making  of  freight  claaeificationB  is  the  mah-injji 
ofratee.  •  •  •  Two  bctorsenterintotheflnaldeterminationof  a  rate:  Finitj  the 
rate  itself,  and,  secondly,  the  classification  of  freight  to  which  that  rate  applies." 

The  cost  of  transacting  the  busineee  has  very  little  to  do  in  forming  the  clasnfica- 
tion.  An  article  is  considered  with  reference  to  its  weight,  its  specific  gravity,  and 
that  sort  of  thing,  and  its  value,  no  doubt  with  respect  to  its  relation  to  the  trade  of 
the  country  where  it  is  produced.  Several  lettera  accompany  Mr.  McGovem'e  tastj- 
mony,  showing  the  method  by  which  the  claasificatian  committee  takes  up  and  con- 
Bdere  the  chance  of  classificauon.  This  method  shows  that  a  change  of  claseification 
is  ^ways  conaiaered  by  the  committee,  and  cases  are  taken  up  in  the  order  in  which 
they  are  presented  for  consideration.  Referring  to  an  application  by  the  Annoor 
Company,  of  Kansas  Citv,  for  a  change  in  the  classiflcation  of  butterine,  he  said  that 
the  propoeilion  advaocea  by  the  company  to  have  this  listed  in  a  lower  class  should 
not  be  entertained,  meiely  because  it  would  be  lees  expensive  to  the  company  to 
fnmieh  their  own  ice  in  the  transportation  of  it  in  small  lots.     (66S-S72. ) 

Mr.  Lanouii'  says  that  prior  to  the  enactment  of  the  interstate-commerce  law  each 
individual  rulway  line  made  its  own  freight  clarification.  He  thinks  there  were  13S 
dasmfications.  After  that  law  went  into  effect  it  was  found  that  in  applying  these 
daasifications  to  the  scale  of  rates  then  in  force  the  long  and  short  haul  clause  was 
violated.  The  roads  then  held  a  convention  and  attempted  to  adopt  a  miiform  classi- 
fication. That  was  found  to  be  inexpedient,  and  the  Unit«d  States  was  then  arbi- 
trarily divided  into  three  classification  divisions.  The  territory  from  New  York  to 
Chicago  and  north  of  the  Ohio  River  is  known  as  the  Official  or  Trunk  I -inn  terri- 
torv;  east  of  the  Misraeeippi  and  south  of  the  Ohio  is  the  Southern  territory;  west  of 
Chioigo  is  the  Western  territory.  Three  classiflcation  committees,  one  for  each  ter- 
ritory, arranged  a  classification  of  freight  for  their  respective  territories,  and  there 
was  little  complaint  from  1887  up  to  January  I,  1900.     (860.) 

Ur.  langley  testifies  that  the  railroads  have  two  systems  of  mokii^  rates.  One  of 
them  is  styled  the  "Commodity  rates,"  which  covera  traffic  that  moves  in  bulk — 
mch  as  0cain,  floor,  and  various  other  products  In  the  effort  to  systematize  traffic 
hi  miscellaneous  merchandise  the  rulways  (onder  the  Official  Classification)  have 
arranged  6  classes  of  freight  rates.  Under  these  6  classes  they  arrange  the  separate 
items,  some  3,000  in  nninber.     (861.) 

Mr.  GsiswoLD,  general  freight  and  psssenger  a^t  of  the  Western  Maryland  Rail- 
road, says  that  there  is  no  ab«)lute  rule  for  the  division  of  territory  for  the  pnrpoees 
ol  claasiBcation,  but  the  Southern  territory  generally  takes  the  Southern  Classifiot- 
tionjthe  territory  embracing  New  England  and  the  Middle  States  takes  the  Official 
.  Clanification;  and  there  is  another  cMssification  in  the  trans-Mississippi  territory. 
There  are  considerable  differences  between  the  Bouthem  and  the  Official  ctassiflca- 
tione.  Mr.  Griswold  thinks  the  Southern  is  on  the  whole  the  higher  and  the  more 
complicated.  In  making  a  rate  from  Official  territory  into  Bouthem  the  Official 
CiaoHficalion  governs  as  to  certain  Southern  territory  and  the  Bouthem  Classiflca- 
ton  as  to  other.     {617,  618.  623. ) 

Ur.  Griswold  saye  that  many  of  the  roads— as,  for  instance,  his  own — are  not  rep* 
teeeoted  npon  any  clasnfication  committee.     He,  however,  always  receives  notice 
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vhen  a  TeviaiaD  is  proposed,  and  he  supposes  that  other  traffic  managera  do.  Ship- 
pen  also  are  free  to  make  enggeetions,  and  do  make  them,  either  directl]'  or  through 
nuhoad  officers.    (618.) 

2.  Southern  Clauificp&on.—f£i.  McGovkkn  states  that  the  Southern  Claamficatioa 
Committee  was  orRanized  April  15, 1899,  its  object  being  the  establishment  of  uni- 
form freisltt  clasrincation  and  to  aid  in  executing  the  laws  aSectiug  commerce.  Its 
membei^p  is  composed  of  42  transportation  companies  opeiatiag  in  the  territory 
south  of  the  Ohio  and  Potomac  rivers  and  east  of  the  MisiBsippi  River,  together  witn 
the  Bteamship  companies  engaged  in  coastwise  transportation  to  and  from  the  porta 
of  that  section.  Some  of  the  steamship  companiee  are  more  or  less  affiliated  with 
some  of  the  railway  companies  in  the  aaeociation,  and  unless  their  officers  are  the 
same  as  of  the  railway  comjianiee  they  are  given  a  vote  in  the  association. 

The  articlee  of  the  association  provide  tor  a  subcommittee  of  15  members,  two- 
thirds  of  whom  are  neceesary  for  a  quorum,  whose  duty  it  is  to  consider  the  classifi- 
cation of  freight,  whether  submittedTby  the  chairman  or  by  shippers,  or  in  the  shape 
<A  complainte  from  shippers,  and  to  recommend  to  the  full  committee.  If  tiie 
recommendation  is  concurred  in  by  the  general  committee,  the  chairmanpubliehes 
it  and  it  becomes  die  official  iasue  of  all  tne  members  of  the  association.  lliej  have 
a  general  notice  on  file  with  the  Interstate  Commerce  Commission  to  that  eSect  If 
any  line  does  not  care  to  accept,  it  will  give  notice  to  the  committee  and  file  that 
notice  with  the  Interstate  Commerce  CommiHsion.  The  committee  does  not  even 
undertake  to  enforce  the  application  of  the  clasdtication  after  it  is  once  published. 
A  flve-Bi«th  vote  is  necessary  to  establish  or  to  change  a  claasiHcation.  The  repre- 
sentatives composing  the  general  committee  are  the  traffic  managers,  traffic  officials, 
general  freight  agents,  ete. ,  of  the  various  transportation  comjianies  of  the  association. 

The  Southern  ClaariQcation  Committee,  continues  the  witness,  has  no  financial 
functions.  Its  expenses  are  divided  on  the  mileage  baeis.  The  need  of  such  a  com- 
mittee had  been  recognized  for  many  years  prior  to  its  oiganiiation.  Similar  com- 
mittees hod  been  in  existence  in  tne  territory  and  in  the  Western  Classification 
territory  for  many  years,  and  their  yalue  had  been  demonstrated.  (652,653,664, 
665.) 

For  discussion  of  recent  changes  made  by  the  Southern  Classification  Committee, 
and  of  their  eSect  on  rates,  see  p.  lzxiv. 

Mr.  Taloott,  assistant  to  the  president  of  the  Seaboard  Air  line,  says  that  the 
Southern  Claasiflcation  was,  in  ite  origin,  a  compromise  measure  between  all  the 
roads  in  that  territory,  and  replaced  their  individual  classifications.  When  it  was 
adopted  some  were  exceedingly  anxious  to  base  it  on  the  Official  Classification,  which 
contained  only  4  classes.  It  was  found  that  these  would  not  fit  the  Southern  con- 
ditions. It  would  put  some  things  in  the  fourth  class  that  would  not  stand  fourth-elaaa 
rates.  Lower  classes  had  to  be  established.  An  increasing  number  of  conunodi^ 
rates  have  also  been  introduced.  Moreover,  there  were  State  claasificationB  within 
the  limits  of  the  particular  States,  and  the  witness  thinks  many  of  these  are  still  in 
existence.     (632,633.) 

Mr.  GuiLLAUDEu,  president  of  the  Old  Doniinion  Steamship  Company,  states  that 
that  company  does  not  get  the  same  amount  for  transporting  through  freight  from 
New  York  to  Norfolk  and  Richmond,  destined  for  the  Weet,  as  on  goods  destined  for 
the  South.  The  distinction  is  brought  about  largely  by  the  different  classiflcationa. 
The  Southern  Classification  runs  lower  than  the  Trunk  Line  Classiflcation.  The 
Southern  rate  scale  is  higher  because  of  the  vast  difierence  in  the  tonnage  moved  as 
betweentbeEast  and  the  West  and  the  East  and  the  South,  and  tiecauee  of  the  greater 
number  of  competitors  of  all  kinds  in  tlie  Western  business.     (446.  ] 

3,  iStafa  d<Mm;p«iii(m  171  (Aefib«tA«w5!ate».—Mr.L*N<:LKr  says  that  apeculiar  condi- 
tion in  respect  to  Bouthern  territory  is  that  the  Southern  Classification  eovems  on 
inteietale  traffic  all  through  that  temtorv,  but  the  various  States,  through  the  State 
railroad  commissions,  do  not  recopiize  that  clawiflcation  in  intrastate  traffic.  The 
result  of  this  is  that  a  merchant,  for  instance,  in  Miasiagippi  can  buy  his  supplies  on 
the  basis  of  what  is  known  as  the  Southern  Classification  and  distribute  in  his  State 
on  a  much  lower  basis  of  classification,  whereas  an  outside  merchant  shipping  to  the 

Kint  in  that  State  is  governed  solely  by  the  Southern  GlasBificslion,  whidi  is  about 
per  cent  higher  than  the  Misnaeippi  Classification.  (863-861.) 
i.  CommodUy  rata. — Mr.  Griswold  says  that  a  commodity  rate  is  generally  a 
special  rate  made  on  such  articles  as  lumber,  coal,  and  pig  iron,  which  could  not  be 
moved  in  large  quantities  at  class  rates.  It  is  true,  however,  that  commodity  rates 
are  sometimes  named  on  other  kinds  of  goods  as  a  means  of  making  cnta.  There  are 
a  great  many  commodity  rates  in  existence,  but  tar  lees  than  some  years  ago.  (617. ) 
Mr,  McGovKRN  testifies  that  commodity  rates  are  not  in  the  nature  of  discrimina- 
tions, but  ate  supposed  to  be  to  the  advantage  both  of  the  shipper  and  of  the  carrier. 
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In  making  such  rates  the  claeBiBcation  ie  not  reduced  all  over  the  clHseification  terri- 
torr-  Usually  each  t«ilroad  makee  ita  own  commodity  rat«8.  They  are  established 
where  the  puticnlar  commodity  is  actually  shipped  most.  Any  peraon  engaged  in 
shippii^  a  particDlar  article  or  line  of  goods  subject  to  such  a  rate  would  be  given 
the  redaced  late.  Thwe  is  uo  diacrimiuatiou.  The  practice  seems  &ir  and  sensible 
md  is  a  pore  bnanes  proposition.  Commodity  rat«s  stimulate  the  particular  tiusi- 
nese  and  are  very  beneficial  to  a  community  starting  a  new  manufacturing  businees, 
for  instance,  as  they  are  somewhat  in  the  nature  of  protea^on  to  those  interests. 
Commoditv  rates  would  apply  to  all  alike  who  are  engaged  in  the  same  particnlar 
line  of  tiaae  in  the  territory.  One  idea  in  the  making  of  commodity  rates  was  to 
boild  up  the  iron  business  of  the  South.  Lower  rates  were  made  on  northbotmd  pig 
iron  than  on  mann&ctnred  iron  articles  coming  into  the  Southern  territory.    The 

Sractice  is  predsely  like  that  of  a  man  with  a  stock  of  goods  selling  some  of  them  at 
per  cent  profit,  some  at  10  percent,  and  others  at,  say,  from  40  to  50  per  cent  profit. 
Commodity  ratee  are  remunerative  to  the  railroads  as  additional  business  for  increas- 
ing the  trsac  The  making  oE  a  competitive  freight  rate  is  subject  to  precisely  the 
nme  conditions  M  the  price  of  the  thing  tmshipped.  The  maker  and  the  carrier  joiit 
in  the  partnership  and  bo^  are  helped  and  nobodv  is  hurt  except  some  one  outside 
of  the  classification  territory  who  is  engaged  in  trie  same  kind  of  business.  Such 
rates  are  Dsnally  I4>plied  to  new  articles  of  manufacture.  The  cotton  rates  from  the 
South  are  in  some  cases  higher  than  the  rates  on  the  factory  products.  These  are 
arranged  so  as  to  stimolate  the  cotton  manufactures  of  the  South.  There  may  be  an 
element  of  injustice  in  this  to  the  cotton  grower,  but  it  is  a  tdmple  busineeB  propotdtion. 
(674-676.) 

Hr.  Talcott,  assistant  to  the  president  of  the  Seaboard  Air  Line,  says  that  when 
the  Southern  Claeoflcation  was  established  it  was  necewary  to  give  commodity  rates 
to  certain  Western  products  which  could  not  bear  the  clas  rates.  From  time  to  time 
commodity  rates  were  claimed  for  many  other  things,  until  the  number,  which  had 
been  a  haft  doien  at  first,  was  too  large  to  be  covered  by  the  alphabet.  New  ones 
have  continued  to  be  introduced  since  Mr.  Talcott  was  actively  connected  with  the 
matter  10  years  ago.     (632,  633.) 

Walem  emnmodUs  raUi.—iix.  Stubbs,  of  the  Southern  I^iAc  Company,  believes 
that  the  Western  Ctssdfication  of  freight  is  as  satisfactory  as  a  compromise  between 
the  views  of  manjrdiffermt  railroads  and  shipping  interests  makes  possible.  If  each 
road  could  make  its  own  classification  there  would  be  many  changes.  There  never 
can  be  any  claeeiflcatioQ  which  will  preclude  the  necee^ty  of  spedal  commodity 
rates.  As  the  scope  of  a  general  classification  increases  the  number  of  such  specif 
rates  roust  also  increase.  The  Western  Classifl  cation  may  not  provide  a  saldsfactoir 
rate  for  some  commodity  which  is  of  great  importance  to  some  particular  road,  though 
of  minor  importance  to  the  other  roMs,  and  it  must  accordingly  make  a  commodity 

Mr.  Stubbs  asserts  further  that  practically  all  of  the  transcontinental  frdght  ta 
carried  on  commodity  tariffs  under  the  controlling  influence  of  sea  competition.  Sea 
carriere  actually  classify  freight  much  more  than  the  railroads.  They  take  freight 
on  the  basis  of  both  weight  and  measurement  and  especially  where  the  rate  is  baaed 
oa  measurement  its  proportion  to  the  value  of  the  commodity  varies  greatly.  More- 
over, the  requirement  of  insurance  on  sea  cargoes  acts  virtually  as  a  means  of  classi- 
fying rates.  The  ratm  therefore  are  different  for  almost  every  article,  and  the  nil 
earners  must  make  commodity  rates  to  correspond.  These  commodity  rates  are 
inade  1^  the  transcontinental  carriers  in  conference  and  are  practically  tne  same  on 
all  of  the  railroads  as  r^ards  transcontinental  business.     ( 763. ) 

6.  Change*  of  dMt^ieatioTi. — Mr.  HcGovsrn  says  that  when  changes  of  classification 
are  made,  10  clays'  public  notice  in  case  of  an  advance  and  3  days'  notice  in  case 
of  reduction  is  always  given.  Classiflcations  must  change  very  many  times  to  meet 
commennal  conditions,  and  while  they  may  interfere  with  contracts  therotofore  made 
between  merchants,  it  is  found  impossible,  even  with  the  great^  eSort,  to  accom- 
modate all  the  changes  to  all  the  trade  conditions.  Sometunee  a  notice  of  20  days 
is  given  of  any  contomplated  chanze.    (668. ) 

6.  DuerimintUion  6y  meani  of  datt^caium. — Mr.  Lanolbt  testifies  that  by  the 
advance  in  the  dassiflcatioiis  made  by  the  several  classification  committees  in  1900 
the  merchandise  trafiSc,  which  moves  in  smaller  volume  than  what  are  known  as 
commodities,  such  as  flour,  coal,  gnun,  and  articles  of  a  similar  nature  that  move  in 
carloads,  is  forced  to  pay  a  higher  scale  of  rates,  and  thus  is  taxed  more  heavily  than 
the  commodity  traffic  He  thinks  this  is  not  equitable,  because  if  the  railroads 
desired  to  increase  their  revenue,  or  if  there  was  any  neceesity  for  the  increase  of 
revenue,  the  increased  tariff  should  be  levied  on  all  traffic  alike.    ( 870. } 

^le  protest  of  the  Merchants'  Aseocmtion  is  not  primarily  that  freignt  ratee  have 
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been  advanced,  but  that  they  have  been  unequally  advanced  in  a  way  that  adds 
burdene  to  the  small  man  and  the  small  shipper.  Under  this  indirect  method  of 
raiainf  freight  rat«e  the  small  man  always  gets  the  woret  of  iL  He  believes  that  the 
claaeincation  for  the  country  at  largeorfortbe  different  sections  of  the  country  ought 
to  be  drawn  up  by  a  representative  body,  including  repreeentation  of  the  eoippers 
and  of  the  railroads,  and  with  publicity  in  the  conferencee.     (867.) 

Mr.  McGovKBN  refers  es^iallj  to  the  item  of  coffee,  which  was  advanced  in  closei- 

Committee,  and  says  that,  protista  havina 

i,  while  the  green  remained  in  the  advanced 

:>  benefit  the  roaeted-coffee  int^reete.    The 

i  that  a  gooi 

,   .. __mbinations  o. 

trusts  were  not  advanced  at  all.  These  changes  in  the  classification  wheiebjr  the 
trust  articles  were  not  advanced  were  discriminations  in  favor  of  the  trust  interests. 
(865-866.) 

7.  Clast^calion  irapedorg  (see  also  Underdagsifieatum,  p.  cm). — Mr.  Lanolsy  saj^ 
that  the  inspectors  employed  by  the  claBaification  committees  have  arbitrary  power 
and  Iiave  the  right  to  open  a  shipment  and  look  through  it  and  classify  it  in  accord- 
ance with  their  classification  rulee.  He  thinks  that  many  times  they  are  bribed  by 
the  large  shipi>ers,  but  aaj^s,  of  course,  there  is  no  way  to  prove  tms,  and  believes 
also  that  sometimes  the  shippers  in  New  York  are  instructed  to  misclaasify  freight 
and  thereby  get  a  lower  rate.  He  doee  not  know  definitely  of  any  case  of  venauty 
on  the  part  of  any  inspector,  but  says  "  it  is  one  et  these  things  that  everybody 
knows.  The  inspectors  are  employed  by  the  railroad  associations  in  each  respec- 
tive clasHification  territory.  It  ia  generally  understood  among  merchants  that  tlieix 
packages  of  KOods  are  subject  to  be  opened  by  the  inspectors,  although  there  is  no 
contract  in  the  bill  of  lading  autborizmg  the  railn^  companies  to  do  so. 

There  is  a  practice,  but  it  is  not  general,  among  merchants  to  ship  in  a  lower 
ctasafication  than  the  goods  should  honestly  go  into.  The  railroads  keep  records  of 
cases  in  misclsssifi cation,  and  the  inspectors  know  just  where  to  put  tbeir  hands  on 
parties  who  are  given  to  that  sort  of  thing.  Section  10  of  the  interatate-commerce 
act,  however,  provides  a  potalty  for  misclassification,  but  says  nothing  about  inspec- 
tion. There  is  great  difficulty  in  correctly  grouping  various  kinds  of  mercbandise  or 
articles  in  a  way  that  will  correspond  with  the  clsasification  as  promulgated,  espe- 
cially in  the  case  of  ha^ware.  It  requires  a  man  quite  expert  and  the  packer  must 
.  have  a  high  degree  of  intelligence  to  analyze  the  classification  and  comply  with  it  in 
a  good  many  instances.  The  inspectors  are  supposed  to  be  espert  in  classes  of  goods 
and  familiar  with  the  classification  and  liie  grouping  of  vanous  articles  into  one 
shipment     Their  actions  are  at  times  complained  of,  however.     (867-868.) 

8.  Faeking  of  good» — Mimmum  weight,  etc. — Mr.  Lanqley  says  that  it  is  a  matter  of 
convenience  among  merchants  to  put  a  consideiable  variety  of  goods  into  a  single 
packing  case  sometimes,  and  they  do  so  in  order  to  comply  with  the  rule  that  the 
classification  committoea  have  established  that  no  single  package  or  gm^  lot  of 
freight  of  one  class  will  be  taken  at  less  than  100  pounds  at  first-class  rate,  and  in  no 
casewill  the  charge  for  aslngle  consignment  be  less  than25  cents.  He  thinks  it  would 
be  a  protection  to  the  merchants  and  some  aid  to  the  inspectors  if  an  invoice  accom- 
panied the  bill  of  lading.  In  some  of  the  Southern  centers  there  are  iobbere  who  job 
in  a  number  of  different  commodities  at  the  same  time,  but  they  do  not  have  any 
special  advantage  over  Northern  jobbers  in  that  respect,  because  the  railroads  have  a 
rule  as  follows,  viz; 

"gbipmente  of  property  combined  into  packages  by  forwarding  agents  claiming  to 
act  as  shippers  will  only  betaken  when  the  names  of  individuals  and  final  consignees, 
as  well  as  the  character  and  contents  of  each  pack^ce  are  declu«d  to  the  receiving 
agents,  and  such  property  will  be  waybilled  as  separate  consignments  and  freight 
(£aiged  accordingly. 

The  local  jobb^,  however,  may  have  a  slight  advantage  over  the  New  York  jobber 
in  combinii^  into  packages  several  small  shipments,  not  violating  the  rule  that  no 
package  shall  contain  more  than  100  pounds,  because  the  New  York  shipper  dealing 
n  only  one  line  of  commodities  coula  not  afford  to  ship  directly  \a  the  small  country 


More.     (869.) 

Mr.  McGovnw  says  further  that  there  is  a  complain 
the  style  of  packa^  and  as  to  the  make-up  of  freight  in  different  classifications. 


McGovnw  says  further  that  there  is  a  complaint  about  the  regulations  as  to 


The  Southern  classification  has  a  clause  to  this  effect,  v__. 

"Property  presented  to  carriers  packed  in  so-called  boxes  or  cases  made  from 
etrawb(»rd,  leather  board,  wood-pulp  fiber,  wire-split  wood,  and  other  analogous 
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lion  of  10  per  cent  on  all  Ereight  ahipped  in  the  lighter  boi'ea.  In  hardware  there 
are  uurtancee  in  which  they  cnar^  a  higher  rate  for  goods  packed  in  boxea  than  ir 

barrels.    Their  expianation  of  this  is  *'■- *  *' ^' '"  — *  ' ' '-  ' 

and  if  it  is  a  high-claee  hardware  the' 
a  lower  rate  of  freight.     (876-877.) 

9.  The  cotton  piece-goods  acktduU. — Mr.  luunuxv  teetifies  that  dry  goods  are  in  the 
first  class  in  all  three  of  theclassification  territories.  Whatare  known  as  cotton  piece 
pMds,  which  are  suppoeed  to  be  goods  made  exclusJTely  of  cotton,  are  in  a  lower  class. 
The  Merchants'  Afeociation  of  New  York  endeavored  to  have  the  classification  of  cot- 
ton piece  goods  simplified,  and  presented  an  argument  in  favor  of  it.  The  official 
clasBlfic&tioD  committee  simplified  it  by  advancing  it  from  the  third  to  an  intermedi- 
ate cUbb,  I5percentleflsthanthe  second  class.  The  Southern  schedule  of  cotton  piece 
goods includeeabout 35 differentarticlesrnade wholly  of  cotton.  Asa  matter  oifact, 
most  of  these  terms  are  technical  trade  names.  Into  these  35  terms  between  2,000 
and  3,000  different  styles  of  goods  made  of  cotton  are  endeavored  to  be  condensed. 
There  is  some  new  name  attached  to  some  product  of  cotton  every  year  to  make  it 
atttacdve,  and  it  is  difflcolt  to  tell  how  to  classify  such  article.  .Wnen  a  shipment  is 
made,  although  it  may  be  cotton  piece  goods  really,  the  inspectors  who  are  main- 
tained by  the  Southern  classification  committee  will  use  their  own  judgment  as  to 
whether  the  goods  in  that  shipment  should  be  included  under  these  35  terms.  If  it 
should  seem  to  the  inspector  that  these  goods  do  not  come  under  any  of  those  36 
terms,  the  shipment,  instead  of  going  forward  to  the  fifth  class,  would  be  advanced 
to  the  first  class.  The  witness  says  that  if  there  is  a  shipment  of  cheviots  and  there 
is  room  in  the  box  in  which  they  are  packed  fur  a  quantity  of  dry  goods  made  partly 
of  wool,  which  is  first  class,  tbeinspector  will  raise  theentire  shipment  up  to  first  class, 
even  though  75  per  cent  of  it  was  cotton  piece  goods.  The  advance  in  the  freight 
rate  bv  this  process  would  be  contingent  upon  the  distance  transported,  being  leas 
for  a  snort  distance  than  for  a  longer.  The  witness  does  not  think  that  ^ter  a  classi- 
fication has  been  made  by  experts  in  the  bnsineee  it  should  be  disturbed.     (866, 867.) 

10.  On^ormUy  in  damficatvm  advocattd. ~Mt.  Bacon,  of  the  Michi^n  Alkali  Com- 

iiany,  comphuns  of  the  lack  of  uniformity  under  the  Official  Ciassification  in  the 
I'orthern  States  and  the  Western  and  Southern  clasHifications.  The  various  products 
of  his  company — caostic  aodo,  soda  ash,  and  bicarbonate  of  soda — alt  take  the  same 
classificatdon  in  the  Northern  States,  but  as  soon  as  the  Ohio  or  Missiseippi  River  is 
croeeed  these  products  each  come  under  a  different  class,  and  there  is  great  confusion. 
There  is  no  justice,  Mr.  Bacon  declares,  in  charging  a  rate  of  54  cents  on  caustic  soda 
from  Wyandotte,  Mich.,  to  Atlanta,  when  the  rate  on  soda  ash  is  only  3d  cents.  In 
the  Northern  States  these  products  all  fall  in  the  sixth  class,  while  in  the  Southern 
States  they  go  in  either  the  fourth  or  fifth  usually.  The  result  of  this  lack  of  uni- 
formity is  an  inability  on  the  part  of  the  producers  to  calculate  as  to  what  the  freight 
rote  will  be  and  to  make  their  contracts  accordingly.  Goods  are  started  out  under 
one  classification  and  may  pass  through  one  or  two  others.  The  manufacturer  who 
has  a  rush  order  may  not  be  able  to  learn  for  a  week  what  the  rates  will  be.  He 
does  not  know  how  to  make  contracts,  being  unable  to  calculate  the  freight  rates; 
and  the  more  so  because  the  rates  imder  each  classification  are  subject  to  change 
without  reasonable  notice.     (73, 74, 81, 82.) 

Mr.  Bacon,  in  view  of  his  experience  as  to  the  disadvantages  of  lack  of  uniformity 
in  freight  rates,  declares  that  there  should  be  a  uniform  claasiflcation  throughout  the 
counti^.  This  should  be  prepared  by  a  single  trafBc  association,  and  should  be  sub- 
ject to  the  control  of  the  Interstate  Commerce  Commission.  As  a  more  definite 
method  of  adopting  such  a  classification,  the  witness  suggests  that  there  should  be  an 
organization  consisting  of  six  railroad  men  and  six  business  men.  The  railroad  men 
should  be  selected  by  the  railroad  companies,  and  should  represent  the  different  sec- 
tions of  the  country.  The  business  men  should  be  appointed  by  the  Interstate  Com- 
nierce  Commission,  and  bhotild  represent  the  sis  leading  classifications  of  freijjht. 
The  witness  thinks  that  lawyers  would  not  be  required  on  the  board.  He  recognizee 
that  the  making  of  classifications  is  a  very  intricate  matter.  The  argument  made  by 
the  railroad  companies  In  favor  of  the  maintenance  of  several  traffic  associations  and 
several  cla«eificat)ons  is  that  railroad  officials  in  one  section  are  not  familiar  with  the 
wnditioufl  in  other  sectiona.  But  a  body  oi^anized  as  suggested  would  be  represent- 
ative of  all  sections. 

This  body  should  fix  rates  to  take  effect  January  1,  and  to  remain  in  eKect  without 
change  for  at  least  one  year.  The  witness  believes  that  it  wonld  be  practicable  to 
I'etain  rates  thus  unchanged.    The  work  of  this  trofiSc  association  should  be  subject 
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to  the  Bapervieion  of  the  Interat&te  Commerce  Commission,  althonoh  th&t  body  by 
itself  wonld  donbtlees  find  it  a  physical  imp(«nbility  to  make  claaeiflcations  and 
eatablisb  rates  for  the  entire  conntry. 

Mr.  Bacon  ia  inclined  to  think  also  that  freight  rates  npon  a  uniform  clasBtflcation 
should  be  unifonnfor  the  different  sections  of  thecountry.  The  same  commission  or 
association  which  determines  classificatioii  should  fix  rat««aDd  keep  them  unchanged 
throQghoQt  the  year.  It  mi^ht  possibly  be  necessary  to  make  some  diffeienccs  in 
rates  on  parliculair  conunoditiee  io  different  sectiona  of  the  country,  but  the  witness 
believes  that  if  rail  rates  were  made  alike  in  all  sections,  everr  section  wonld  build 
up  rapidly,  manufactures  wonld  be  established  where  now  exduded  by  high  freight 
rates,  and  the  lailroads  would  soon  find  busineM  profitable  everywhere. 

Mr.  Bacon  thinks  there  might  be  some  advanti^^  in  having  the  claadfications  and 
tatee  proposed  in  the  first  in^[ance  by  the  leading  railroad  companies,  and  eqnalised 
and  adjusted  bv  Buch  an  association  as  he  auggeata. 

The  witness  declares  further  that  he  has  seen  no  evidence  of  an  increasing  tendency 
on  the  part  of  the  railroads  themselves  to  establish  uniform  rates.  They  need  to  dq 
made  to  doit;  moreover,  the  parties  in  interest  will  adjust  rates  tor  their  own  advan- 
tage, while  the  Government  would  be  impartial  if  it  took  up  the  matter.  (74, 76, 
82-84.) 

Mr.  Wilson,  of  the  Cincinnati  Board  of  Trade,  declares  that  the  freight  classifica- 
tions made  bv  our  railroads  ahould  be  made  uniform  as  far  as  poeaible.  This  can 
not  be  done  absolutely  at  once,  but  a  uniform  base  classification  ought  to  be  put  Into 
effect,  with  such  flexibilitv  as  commercial  circumstances  require.  The  power  which 
eetablishee  claeeiflcation  snould  have  the  right  to  make  modificatione  upon  propet- 
representations.  Cincinnati  lies  on  the  boundary  of  the  three  great  cla^aficatLons, 
very  much  to  the  inconvenience  of  the  shipperH,  who  must  take  into  consideration 
all  the  time  into  what  classification  theKOodaare  to  be  shipped.  No  possible  ben^t 
could  be  obtained  in  intruetiDg  the  Xnterstate  Commerce  OommlaKon  with  any 
greater  power  over  clarification  matters.     (698. ) 

Mr.  McGovERN',  of  the  Southern  Classification  Committee,  thinks  that  a  uniform 
classification  is  not  altogether  imposible,  but  that  it  would  be  impncticable  and  that 
its  value  has  been  overeetimateo.  The  attempt  to  bring  about  on  acreement  sa 
between  the  existing  three  classification  systems  would  result  in  a  moaiflcation  of 
the  number  of  classes.  Cotton-factory  products,  for  example,  are  flnit  claa  in  West- 
ern territory,  third  class  in  Ofiidal  territory,  and  fifth  class  in  Southern  territory. 
Existing  freight  rates  should  not  be  violently  disturbed.  Neither  classification  terri- 
tory would  M  willing  to  change  entirely  to  the  classification  in  any  other  territory, 
ana  a  new  class  would  probably  have  to  be  established  as  a  compromise.  It  is  proper 
that  cotlon-factory  products  should  be  placed  in  different  claasee  in  different  sections 
of  the  country.  In  Western  territory  cotton  products  are  consumed  only,  not  man- 
ufactured. There  is  no  question  of  encouraging  the  development  of  factoriee.  Id 
theOfflcial  territory  cottongoods  are  produced,  but  the  business  is  firmly  established. 
In  Southern  territory  cotton  mills  arejust  starting,  and  the  goods  were  put  in  a  low 
class  to  set  the  business  on  its  feet  When  the  conditions  as  to  the  density  of  traffic 
become  similar  in  each  great  territory  the  system  of  classification  will  gradually  level 
itself  up  and  tend  to  humon^. 

Mr.  McGovern  does  not  think  that  the  establishment  of  a  uniform  clasnflcation 
would  materially  simplify  the  transportation  of  goods  from  one  section  of  the  coun- 
try to  another.  It  is  true  that  in  crossing  the  boundaries  of  the  clasBiflcation  terri- 
tories the  basis  of  rates  is  changed  and  combination  rates  have  to  be  made.  In  many 
instances  there  are  definite  through  rates  based  on  one  of  the  clossiBcatione  only, 
even  where  goods  pa£8  from  the  territory  of  one  clasaiflcatian  to  that  of  another. 
(677,  678.) 

Mr.  Wheeleb,  representing  the  San  Francisco  Board  of  Trade,  sBf  s  that  no  freight 
classification  or  tariff  was  ever  constructed  which  was  wholly  consistent.  Shippers 
have  constantly  to  call  the  attention  of  the  railroads  to  inconsistencies  and  to  try  to 


This  witness  believes  that  a  national  classification  of  freight  ehould  be  established, 
with,  however,  permission  to  the  rwlroads  in  particular  localities  to  make  su^estions 
and  to  establish  commodity  rates.  It  is  justifiable  that  there  should  be  special  rates 
in  view  of  the  varying  conditions  in  different  sections.  The  tariffs  in  the  South  must 
take  into  account  the  transportation  of  cotton,  and  of  coal,  iron,  and  steel  from  tbe 
Alabama  district.  The  eastern  Official  Classification  must  take  into  view  the  special 
classesof  traffic  which  are  most  important  in  those  sections.  As  it  is  under  the  three 
existing  classifications,  each  railroad  makes  many  special  commodity  rates  according 
to  conditions,  and  this  could  be  done  just  as  well  under  the  national  classification. 
As  particular  evidence  of  the  importance  of  commodity  tariffs,  the  witness  speaks  of 
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the  rat«fl  on  transcoatinentAl  tmfflc  which  ore  pmcticaJly  ^ihe  aseerta,  commodity 
laiga  difiering  from  those  of  the  Western  cUsmflcalioii.  "The  exceptions  are  the 
whole  thing.  The  railroade  are  forced  to  roake  theee  commodity  rates  In  order  to 
meet  sea  com^etitioD.     (749. ) 

11.  ImpraobbUilyofim^formclast^oalUm. — Mr.  Stubbs,  of  the  Southern  Paciflc  Com- 
pany, thinlu  that  the  pieaent  Hygtem  of  three  claaaiflcatioDS—the  Official,  the  South- 
em,  and  the  Weetem—goee  aa  far  toward  uniformity  as  is  practicable.  Commodi^ 
r&taBmnstbe  made  in  many  cases  even  under  the  present  cloaaiflcationB,  and  the  rail- 
roads bare  had  to  make  considerable  conceeHtona  in  ont«r  to  agree  as  far  as  they  have. 
If  a  national  clawification  were  attempted  the  number  of  conceeeiona  would  be  mul- 
tiplied, and  often  the  result  would  be  an  injury  to  the  puhlic  quite  as  much  bh  to  the 
carriers.  An  increase  in  the  scope  of  clasincation  would  also  force  an  increase  in  the 
nnmber  of  commodity  rates  which  would  practically  make  the  uniformity  of  no  sig- 
nificance. By  muttiplyiTig  the  difierencee  in  conditions  through  an  attempt  to  aecure 
a  eingle  classification,  the  need  for  commodity  rates  would  evidently  be  increased. 
The  witness  thinktL  moreover,  that  a  uniform  classification  would  be  of  no  import- 
ance, becanse  ciassification  does  not  make  rates.  The  rates  could  be  made  to  differ, 
a''cordiiig  to  conditionB,  whatever  the  claasification.  The  whole  idea  of  uniform 
daariflcation  is  a  mare  with  which  to  fool  the  public.     (766, 767. ) 

Mr.  TAI.CCTT,  assistant  to  the  president  of  the  Seaboard  Air  Line,  does  not  consider 
that  ti>e  conditions  admit  of  a  nniform  classification  tor  the  whole  country.  The 
Bta  of  the  roads  in  a  region  where  a  particular  commodity  ie  produced  wilt 
lead  them  to  give  it  a  much  lower  rate  tnan  roods  in  other  remans  could  afford 
to  ^ve  it  For  instance,  the  Florida  raJlroadH  would  put  oranges  m  a  lower  classifi- 
cation than  they  would  oe  given  in  Virginia,  where  they  are  not  raieed.  Again,  in 
the  Soatb,  wliere  they  are  endeavoring  to  encourage  manufacturing,  commodihr 
rates  are  made  for  mannfactures  which  would  put  them  in  a  very  low  class,  thougn 
the  OfBdal  Clanification  pais  them  in  the  first  class.     (633.) 

Mr.  GmswoLU,  general  Ireight  and  passenger  agent  of  the  Western  Maryland  Rail- 
road, says  that  there  would  oe  very  great  advantage  in  a  uniform  clarification  of 
freight.  There  have  been  niany  attempts  to  bring  it  about,  but  ao  far  the  difficulty 
has  seemed  insurmountable.  The  Official  ClasBification  was  the  result  of  an  attempt 
to  secure  viniformity.  Conditions  are  betternow  with  3  claasiflcations  than  they  were 
some  years  aeo  with  10  or  IS.  There  is  no  marked  tendency  toward  uniformity 
between  the  c^asiflcationB  that  now  exist  The  difficulty  seems  to  be  that  different 
sections  reqniie  different  claasificationa  on  aoxiunt  of  the  volume  of  traffic  in  difier- 
ent  cfflninodities.  A  railroad  which  has  a  \sixge  buaineaa  in  a  certun  article  can 
aflord  to  handle  it  cheaper  than  a  road  in  another  section  which  handles  only  a  little 
ofit    4617,618.) 

Hr.  Gbkenb,  of  the  Aodit  Company  of  New  York,  thinka  that  the  tendency  toward 
consolidation  of  railroads  will  favor  incTeasing  uniformity  of  cloasification,  out  that 
the  lUffloiilty  of  absolute  uniformity  is  great  on  account  of  the  difierence  in  conditions 
in  different  sectiona.  Claasification  ia  only  another  method  of  fixing  rates.  Cotton 
Kooda,  under  strew  of  drcnmstancee,  may  properly  be  carried  at  one  rate  from  New 
York  and  another  rate  from  Atlanta.     (48fi,  466.) 

Hr.  Lakolby  aave  that  nniform  claasification  is  a  good  thing,  but  he  does  not 
beUeve  it  practicable.  The  official  classification  is  made  to  correspond  with  the 
scaleof  rates  based  on  the  rate  from  New  York  to  Chicago  aa  follows,  vii:  First  class, 
^eeuts;  second  class,  66  cents;  third  class,  50  cents;  fourth  class,  35  cents;  fifth  class, 
30  cents,  and  sixth  claas,  25  cents. 

From  New  York  to  Atlanta,  which  is  practically  the  same  distance  as  from  New 
York  to  Chicago,  the  firet-clasa  rate  is  fl.l4;  second  class,  9S  cents;  third  class,  86 
cents;  fourth  dase,  73  cents;  fifth  class,  60  cents,  and  sixth  class,  49  cents. 

There  are  3  claases  of  lates  in  the  Southern  territory  higher  than  the  highest  class 
for  similar  service  in  the  official  territory.  The  Soutnem  territory  has  always  bad 
an  exceedingly  high  scale  of  freight  rates.  The  railway  facilities  in  the  South  are 
far  inferior  to  those  in  the  North.  Recently  there  has  been  a  great  improvement 
generally  throDgbont  the  South  in  railways,  but  that  section  is  not  up  to  the  standard 
yet  One  canse,  perhaps,  of  the  higher  freight  rates  in  the  South  ia  that  the  return 
traffic  from  the  South  moving  Nortn  is  quite  light,  except  in  the  case  of  cotton,  bnt 
■till  a  neat  part  of  the  cotton  crop  is  shinped  abroad  and  never  comes  North,     (864. ) 


d  obviating  the  dlffic^es  of  the  <!Ufferent  cbuidfications  has  been  argued  by  the 
traffic  offidals  between  the  East  and  the  West  for  many  yean,  but  nothing  has  beat. 
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Bccomplished.  In  some  sections  ol  the  i^untry  where  a  larjre  class  of  parti<:ular 
freight  is  moved  it  would  be  to  their  advant^e  to  have  a  lower  clasificatioii  than  that 
pTevailing  elsewhere. 

Mr.  Nicholson  Bays  that  there  are  many  commodity  classes,  but  that  this  does  not 
embamiBB  the  cleorme  house  in  the  making  of  decieianB.     (726,  727.) 

13.  Ga$irXoalion  affreight  by  InlerttaU  Commerce  CirmmUdon. — Mr.  Ghihwold,  genera! 
freight  and  passenger  agent  of  the  Western  Maryland  Railroad,  thinks  that  to  sive 
the  Interstate  Commerce  Commission  supervision  over  freight  classification  would  be 
to  give  supervision  over  the  work  of  experts  to  inexperienced  persons.  White  it 
would  be  possible  tor  the  railroads  to  arrange  a  claasiflcation  so  as  to  favor  certain 
interests,  be  does  not  think  it  likely  to  be  done  in  practice,  because  those  who  pre- 
pare  the  classification  represent  so  many  different  interests.     (618.) 

D,  Export  and  Import  rates.— 1.  Oeruru^y.— Professor  Ripley  savs  that  the 
Interstate  Commerce  Commimion  has  held  that  it  is  not  in  accord  with  public  pr'=~- 


ic  policy 
aulthan 


that  the  freight  rate  from  Chicago  to  Liverpool  should  be  less  for  the  entire  haul  than 
the  rat«  from  Chicago  to  the  local  consumer  at  Boston  or  some  intermediate  point. 
The  Supreme  Court  of  Uie  Unil«d  States,  however,  has  supported  the  practice  of  the 
railroads  in  making  low  export  and  import  rates,  and  in  the  case  of  the  Texas  and 
Pacific  railroad  decided  that  the  railroad  was  justified  in  making  a  lower  rate  from 
New  Orleans  to  San  Francisco  on  goods  which  had  come  to  New  Orleans  from  Ijv- 
erpool  by  water  than  it  made  upon  goods  shipped  from  New  Orleans  as  the  starting 
point.  Thegroundsof  the  decision  were  that  the  rate  from  New  Orleans  to  San  Ftui- 
cisco  by  land  must  meet  the  competitive  rate  by  water,  and  that  the  rate  from  Liv- 
erpool to  San  Francisco  via  New  Orleans  must  meet  the  straight  water  rate  from 
Liverpool  to  San  Fraocisco.  The  minimum  figure  in  either  case  was  to  bo  determined 
by  the  conditions  of  competition.  In  one  particular  case  the  discrimination  against 
New  Orleans  was  from  50  to  200  per  cent  In  another  case  the  domestic  rate  from 
New  Orleans  to  San  Francisco  was  $2.88  per  hundredweight,  while  the  total  rate  on 
imported  goods  from  liverpool  to  San  Francisco  via  New  Orleans  was  $1.07  per  hun- 
dred, the  Texas  and  Pacific  road  getting  only  its  proportional  amount  of  that  $1.07. 
Tin  plale  was  also  carried  from  Swansea  to  Lii'erpool,  thence  to  New  York  and  to 
Chica^,  via  Pittsburg,  at  a  total  charge  less  than  the  published  rate  from  Pittsburg 
to  Chicago,  The  existence  of  low  export  rates  to  the  Pacific  on  cotton  goods  from 
New  England  manufacturers  to  the  Orient  is  eeeential  to  the  manufacturers  in  order 
to  keep  them  on  a  par  with  manufacturers  who  can  send  the  entire  way  by  water. 
Low  export  rates  coneem  the  consumer  in  this  country  and  low  import  rates  concern 
the  producer.     In  some  cases  the  low  import  rates  might  nullify  protective  duties. 

Export  and  import  rates  have  a  bearing  upon  the  matter  of  personal  discrimina- 
tion. A  shipper  from  some  western  point  may  send  goods  on  an  export  through 
bill,  and  consequently  at  a  lower  rate,  but  include  in  that  shipment  goods  destined 
for  local  delivery  in  New  York.  Goods  meant  for  New  York  would  De  removed  at 
that  point  The  shipper  would  be  getting  the  advantage  of  the  tow  export  rates  on 
Koods  intended  for  local  traffic  and  would  avoid  the  rule  adopted  by  the  Eastern 
l^^k  Line  Asociation  freight  committee,  which  provides  that  when  any  local  goods 
are  shipped  in  the  car  with  export  freight^  less  than  i^arload  rates  must  be  cb^ged. 
(299,  301. ) 

T&x.  Lanouet,  of  the  Merchants'  Association  of  New  York,  testifies  that  on  flour, 
froni  "Minneapolis  to  Liverpool,  the  inland  rate  is  2  cents  per  hundred  pounds  lees 
from  Minneapolis  to  New  York  than  it  would  be  on  a  shipment  of  flour  to  be  deliv- 
ered at  New  York  and  consumed  there.  With  the  exception  of  two  of  the  Western 
mills,  all  the  mills  at  Minneapolis,  Duluth,  and  West  Superior  are  consolidated.  Hie 
own  opinion,  however,  is  that  a  trust  as  applied  to  the  manufacture  of  flour  is  impiac- 
dcable.  The  witness  sa^s  that  the  effect  of  making  exccHaively  low  rates  on  wheat 
shipped  abroad  works  in  favor  of  the  foreign  miller  as  against  the  home  miller. 

There  are  also  import  rates  from  foreign  ports  to  interior  American  points  lower 
than  from  our  own  trade  and  [nanufactunng  centers  to  those  points.  This  is  unjust, 
although  it  is  proper  to  favor  long  liauls  relatively.  It  would  seem  proper  that  the 
rate  from  Liverpool  to  Chicago  shall  be  almost  as  cheap  as  the  rate  from  Liverpool  to 
New  York.  The  inland  rate  has  a  greater  influence  over  the  through  rate  than  the 
aea  rate.  It  is  poaible  that  jobbing  merchants  in  Chicago  tan,  on  a  low  through 
import  rate,  reship  their  commodities  and  compele  iu  territory  which  otherwise 
would  be  tributary  to  New  York.  Marshall  Field  A  Co.,  of  New  York,  can  sell,  id 
territory  within  60  miles  of  New  York,  the  same  kind  of  goods  bought  in  the  same 
market  u  which  the  New  York  jobber bu  vs.  The  only  way  that  this  can  be  accounted 
for  is  that  that  firm  must  receive  some  advantage  in  the  nutter  of  the  through  nte. 
(870-871.) 
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Hr.  Thoxab,  of  the  Erie  Railroad,  thinks  that  the  practice  of  making  ratee  on 
exported  products  lower  than  those  on  ^rodncta  ueed  at  home  ia  justifiable  on  account 
of  the  neceflsity  of  meetjng  the  competition  of  the  world  in  foreiKn  markete.  The 
practice  doee  not  constitute  a  diacrimination  against  domeetic  producerH.  Indeed,  it 
iDCTeasee  Uie  volume  of  busineee  of  the  rai!rt«de,  so  that  they  are  enabled  t«  make 
lower  rates  for  domestic  ehipniente.  In  thecaaeof  the  low  ratee  on  export  wheat,  the 
millers  get  lower  rates  on  flour  than  they  would  if  the  export  rates  were  rot  low.  It 
certainly  is  to  the  interest  of  this  country  and  of  the  railroads  to  have  the  grain 
ground  here  if  ^xwdble.  Another  reaeon  lor  making  the  ratee  on  grain  lower  than 
thooe  on  flour  le  that  grain  is  much  more  cheaplv  handled.  It  loads  and  rmloeds ' 
itaelf.  The  witness  thinks,  however,  that  even  it  the  loading  and  unloading  were 
done  by  the  shipper,  grain  products  would  and  should  bear*  higher  rate  than  grain. 
(S57-) 

Mr.  Grkrnb,  of  the  Audit  Company  of  New  York,  says  that  the  practice  of  the 
rulroods  in  malriTig  lower  ratee  on  ^odds  for  export  than  tor  goods  uaed  in  this  coun- 
try is  part  of  the  same  policj^  which  frequenuv  leads  manuEacturers  to  sell  goods 
abroad  at  lower  prices  than  in  this  country.  Both  practices  are  justifiable.  The 
enormous  energy  of  the  American  people  Bometimee  leads  them  beyond  the  line  of 
prudence  in  the  production  of  wealth.  Only  an  exportation  of  the  surplus  produc- 
tion can  avert  h^rd  times.  Otherwise,  men  must  be  dischai^ed  and  business  cot 
down.  Few  people  realize  the  importance  of  export  trade  in  its  relation  to  the  pros- 
perity of  the  country.  In  order  to  facilitate  such  exports  low  freight  ratee  and  low 
prices  on  goods  going  abroad  are  entirely  Juatifiable,  and  tend  to  benefit  the  entire 
DusinesB  of  the  country.  The  cheap  export  rates  on  the  railroads  are  a  powerful 
instrumentality  in  keeping  the  balance  of  trade  in  favor  of  the  United  States.  (4S4, 
485.487.) 

2.  ExporU  and  fragH  ralei. — Mr.  Mahkhah,  of  the  ntinoie  Central,  says  that  the 
exports  per  annum  from  the  TJnited  States  amount  to  over  2,000,000,000  pounds  of 
provisions,  500,000,000  bushels  of  breadstufts,  and  7,000,000  bales  of  cotton;  that 
notwithstanding  the  peater  part  of  these  products  is  nused  much  nearer  the  Gi^f 
nirts  than  the  Atlantic  ports,  only  a  small  percentage  of  them  find  an  outlet  via  the 
Gulf  ports.  With  a  reduction  of  the  river  rate,  the  rates  on  the  Southern  railroads 
would  be  correspondingly  reduced,  and  that  reduction  would  aecesHuily  reduce  iba 
rates  on  the  Atlantic  aeaboard  lines.     (431.) 

3.  Pitl^nirg  export  rata.— tit.  AsDXtmos,  secretary  of  the  Chamber  of  Commerce  of 
Pittaburc,  says  that  the  freight  rate  on  steel  rails  from  I^ttsburg  to  New  York  at  the 
time  of  nis  testimony  was  I2.S0  a  gross  ton,  and  that  lails  could  at  that  time  be 
shipped  from  Httsburg  to  Uverpool  at  about  (4.26  a  gross  ton.     (043.) 

4.  Import  freigklralei.  — Mr.  Greene,  of  the  Audit  Company  of  New  York,  thinks  that 
goods  are  sometimes  shipped  from  foreign  countries  to  interior  points  in  the  United 
States  at  even  less  than  the  prevailing  rate  from  New  York  City  to  those  interior 
points.  The  railroads  consider  such  a  policy  justifiable  on  account  of  competition 
and  in  order  that  they  may  get  the  traffic  at  all.  Thus  railroads  will  receive  goods 
from  Liverpool  and  carry  them  from  Chicago  to  New  York  for  low  rates  in  order 
that  they  may  get  the  business.  The  ethical  question  as  to  the  justice  of  such  special 
lates  is  a  difficult  one,  bat  the  witness  thinks  on  the  whole  that  they  tend  ultimately 
to  bring  down  domestic  rates  as  well.     (486.) 

5.  Import  rata  <m  trantcontitientai  bunnett. — ( See  also  (hnadian  Padfie  diff'treiUiaU, 
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railroads  accept  their  agreed  proportion  of  the  total  rate  whatever  it  may  be.  There 
are  no_published  tariffs  and  no  agreements  between  nulroads  which  are  enforceable. 
The  witness  further  aeeerts  that  San  Francisco  has  no  reason  to  complain  that  it  ia 
robbed  of  business  by  means  of  these  low,  through  import  rates.  It  is  true  that  rates 
from  oriental  porta  to  Chicago  and  New  York  through  San  Francisco  have  sometimes 
been  lowerthanrateetoSan  Francisco  itself.  Butthe  import  businees  of  the  country, 
except  for  the  I^flc  coast  States  themselves,  was  originally  centered  in  the  hands 
of  houses  at  the  Atlantic  seaboard,  and  it  is  hard  to  change  me  practice.  When  the 
immediate-transportation  act  was  passed,  which  aUowa  imported  goods  to  go  to  inte- 
rior points  under  bond  and  to  pay  duties  there,  many  interior  cities  began  to  do  their 
own  miport  business,  but  San  Francisco  of  course  gained  no  advants^  from  this  change. 
As  a  matter  of  fact,  continues  Mr.  Stubbs,  the  controlliiw  factor  m  the  import  rates 
<Bt  Asiatic  commodities  is  water  transportation  by  the  Sues  Canal,  the  Istimiue  of 
Panama,  and  OapeBom.  The  busineaswent  ori^nally  entirely  by  these  routes,  and 
the  railroads  were  forced,  if  they  were  to  take  any  traffic  at  all,  to  meet  their  ratea. . 
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Nattmlly  the  import  nitea  which  were  made  were  lower  thaa  the  latee  on  dcnmestic 
dntiee,  while  the  steftmera  from  the  Orient  to  San  FnuciBco  also  made  lower  r^es  for 
goods  going  to  the  Eaetem  cities  than  for  those  going  to  Son  Frandsco. 

The  wituefiB  douhts  whether  there  ie  much  profit  to  the  t&iJroad  companies  in  the 
import  traffic  which  they  carrv  at  these  low  ratee.  He  adde,  however,  that  all  i«il- 
Toade  are  forced  to  take  some  budnen  which  is  subject  to  Btrong  competition  at  rates 
which  ore  not  campenBaturj'  and  which  give  little  regard  to  the  total  cost  of  transpor- 
tation. Under  theee  circumstaucee  the  carrier  does  aot  conader  the  numerous  Axed 
charges,  which  do  not  vary  whatever  the  volume  of  business.  Moreover,  about  75  per 
cent  of  ordinary  operating  expenses  will  be  found  to  vary  but  little  as  the  volume  of 
business  fluctuates.  Accordingly  the  (foods  earned  at  very  low  rates  may  more  than 
cover  the  additional  cost  which  carrying  them  necesaitatea.  The  witnees  therefore 
does  not  think  that  railroads  have  actually  carried  Asiatic  business  at  a  loss.  He  sa^ 
further,  that  he  does  not  suppose  that  the  Eastern  bosinees  of  the  Southern  Faciflc 
coming  from  Asiatic  ports  would  exceed  12,000  tone,  which  is  a  very  small  proportion 
of  the  total  business.     (761.) 

Mr.  Mabkham,  of  the  Illinois  Central,  states  that  the  tranacontinental  rates  on  silks, 
teasL  etc ,  is  controlled  conaidetably  by  rates  of  the  Suec  Canal  and  the  Indian  Ocean. 

E.  Dlflter«ntlnl  rates  from  the  West  to  the  Eastern  cities.— Mr. 

HOWEB,  of  the  Boston  Chamber  of  Commerce,  says  that  the  export  rattti  from  Chicago 
and  other  Western  points  to  Liverpool  via  Boston  are  the  same  as  those  via  New 
York,  but  that  the  local  eaetbound  rates  on  sixth-class  traffic  are  2  cents  higher  to 
Boston  than  to  New  York,  the  effect  of  whicli  has  been  to  deter  the  building  up  of 
a  local  grain  business  at  Boston.  While  New  York,  Philadelphia,  and  Baltimore 
often  have  lar^  quantities  of  spot  wheat  which  can  be  shipped  to  any  foreign  ptort, 
as  the  exigencies  of  the  trade  may  require,  Boston  does  not  have  it.  The  contracts 
for  grun  passing  through  Boston  to  Liverpool  are  made  at  Chicago  or  beyond,  and 
the  shipments  are  made  as  through  ahiproenta,  thus  benefiting  Boston  very  little. 
It  has  also  prevented  the  building  up  of  a  tramp-steamship  business  and  has  confined 
the  exports  from  Boston  largely  to  ^gland.  Apart  from  this  differential,  the  wit- 
ness is  not  prepared  to  say  that  Boston  euBere  any  from  the  fre^ht  ratM  from  the 
West  Theoretically,  there  is  no  reason  why  the  local  rates  from  Uhictu[o  to  Boston 
should  be  an_y  higher  than  the  through  export  rates.  On  acarload  of  40,000  piounds 
the  difierentia]  would  be  fS.  The  witness  believes  the  rates  are  not  always  observed. 
The  statement  is  made  that  a  dealer  who  has  a  large  shipment  coming  from  Chicago 
can  get  a  rate  made  temporarily  for  that  particular  shipment  The  railroad  agent  at 
Cbioigo  will  write  a  letter  notifying  the  Interstate  Commerce  Commission  that  the 
railroad  has  changed  its  rate,  and  then,  5  minutes  afterwards,  write  another  letter 
stating  that  it  has  been  changed  back  to  the  old  rate.  Baltimore  has  a  differential 
in  its  favor  on  shipmenla  from  the  West,  but  its  extenmve  exports  are  beUeved  by 
Boston  people  to  grow  out  of  an  additional  cut  in  rates  to  that  city.     (701.) 

Mr.LAHOLETsays  that  New  York  has  suffered  much  from  the  competition  of  other 
trade  centers,  many  of  which  have  railway  tines  that  are  intoreslod  in  building  up 
tbose  centere.  New  York  has  been  discriminated  araunst  for  20  years  in  the  Kale 
o(  rates  in  force  between  the  East  and  the  West.  Boston  is  in  the  same  poeition. 
Bc^nning  at  Boston  and  running  down  to  Newport  News,  there  is  in  existence  a  dif- 
ferential scale  of  rates  from  Chicago  of  about  2  cents  per  hundred  pounds.  Baltimore 
gets  flotir  from  Minneapolis  for  lUMut  6  cents  a  barrel  loss  than  New  York.  In  the 
oppodto  direction  it  costs  New  York  more  per  hundred  pounds  for  the  shipment  of 
merchandise  than  it  costs  Philadelphia  and  other  cities  south.  This  whole  subject 
was  agreed  upon  between  the  railroads  about  20  years  ago.  The  question  was  sub- 
mitted to  arbitiatian  at  the  instigation  of  the  New  York  Central  and  the  Pennsylva- 
nia roods,  and  a  commission,  conusting  of  Allen  G.  Thurman,  ex-Senator  Washburn, 
and  Judge  Cooley,  was  appointed  to  investigate  the  matl«r.  The  merchants  of  New 
York  were  at  first  opposea  to  the  rates,  but  they  afterwards  ooncluded  that  the  con- 
dition of  things  was  forced  upon  the  New  York  Central  in  order  to  protect  its  earn- 
ings, and  tbey  ceased  to  make  any  stTeuuona  complaint  about  it  It  was  practically 
a  blackmailing  scheme  forced  npon  the  New  York  Central  by  the  trunk  lines  farther 

In  the  export  busLness,  however,  Boston  takes  the  same  rate  as  New  York,  in  order 
to  be  pnt  upon  the  same  basis.  The  only  reason  that  con  be  assigned  for  the  special 
advantage  which  Baltimore  and  Newport  News  have  enjoyed  under  this  arrangement 
is  that  it  "represents  the  price  of  peace  as  amoiu;  the  lines  to  theseaboard."  The 
only  remedy  the  witnees  su^tgests  would  be  for  the  New  York  Central  to  break  away 
from  the  aOTeement  and  insiHt  that  rates  to  and  from  the  seaboard  points  to  Chicago 
should  be  Uie  same  for  all.    He  does  not  think  there  is  any  competitioii  between  tha 
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tnink  lineti  th&t  would  benefit  New  York.  The  roods  Uiat  are  portiea  to  this  aeree- 
ment  in  reference  to  the  diflerentialA  are  all  membere  of  the  Eastern  Trtmk  line 
Anodatioii,  which  also  embraces  the  Norfolk  and  Western  and  the  Cheaapeake  ftnd 
Ohio  roads.  The  decision  of  the  arbitration  committee  may  hAre  been  luat  at  the 
time,  but  it  was  never  intended  to  operate  perpetually,  and  dnce  the  Mtaolishment 
in  the  Southern  ports  of  regular  lines  between  the  United  States  and  Europe,  the 
New  York  trade  nas  been  greatly  lessened  on  direct  shipments.  It  is  claimed  that 
the  terminal  charges  in  New  York  have  a  great  deal  to  do  with  the  differential,  but 
the  witness  doee  not  know  much  about  that.  Likewise  the  transfer  char^  in  New 
York  and  Buffalo  have  some  efiect  in  diverting  buatneea  to  the  Canadian  Unee.  The 
general  rale  is  as  expresBed  in  the  maxim,  that  "  commerce  follows  the  line  of  teest 
reastance."     (S72-&i.) 

llr.  Qkibwold,  general  freight  and  passenger  agent  of  the  Western  Maryland  Bail- 
road,  states  that  tne  BjHtem  of  difierentiale  between  dtiee  grew  out  of  the  competi- 
tion between  railroads,  and  was  first  arranged  hj_  compromiee  and  afcreement  on  the 
basis  of  lower  rates  to  the  shorter  lines;  as,  for  instance,  a  lower  rate  from  Chicago 
to  Baltimore,  for  export  trnffic,  than  from  Chicago  to  New  York,  because  the  distance 
is  lees.  Of  course  a  longer  route  from  Chicago  to  Baltimore  must  necesHuily  make 
the  BBine  rate  as  the  shorter.  The  facilities  of  a  port  in  handling  export  tnmc  are 
also  considered  in  arraDfi;ing  differentials.  The  port  which  has  the  worst  bciiitiee 
claims  the  lower  rate.     (612,  616,  616. ) 

Mr.  Griswold  says  that  the  present  difference  on  export  ^nia  from  Chicago  between 
New  York  on  the  one  hand  and  Baltimore  on  the  other  is  1)  cents  a  hundred.  All 
difierentiale  between  seaboard  points  are  absolute  diflerencee  per  faundred,'  and  not 
percentage  differences.    (614, 616. ) 

On  westbound  traffic  Baltimore  baa  a  difierential  as  compared  with  New  Yoric 
irbich  on  mercbandiBe  ranges  from  8  cents  (first  class}  to  3  cents  (dxth  daas.)  Mr. 
Griswold  doee  not  know  that  this  gives  Baltimore  a  distinct  advantage  in  the  importa* 
tioD  of  foreign  prodnctB.  New  York  hoe  an  advantage  in  the  number  of  r^uiar  steam- 
ship Unee,  and  also  in  the  number  of  tramp  steamers.  The  ocean  rates  might  be  so 
much  lower  than  those  to  Baltimore  as  to  offset  the  differential  on  the  railroads; 
sometimes  ther  are;  generally,  however,  they  are  about  the  same.     (620.) 

Mr.  Griswola  thinlS  that  the  giving  of  a  greater  differential  to  Newport  News  than 
to  Baltimore  has  had  some  effect  upon  Baltimore  traffic;  butitis  bard loeay,  because 
traffic  is  influenced  by  so  many  conditions.  When  the  grain  trade  drops  at  a  port 
everybody  tbinke  that  something  bss  happened  to  draw  business  away;  but  the  next 
year,  under  the  same  condition  oi  rates,  etc.,  the  husinea  may  come  back.  Mr.  Grie- 
wotd  thinks,  however,  that  if  the  rates  between  New  York  and  Chicago  were  brought 
down  to  a  level  with  those  between  Baltimore  and  Chicago  Baltimore  businesB  would 
be  conaiderablv  injured.     (SIS,  623.) 

P.  Carload  rat«i  (see  also  as  to  Pacific  coast,  p.  cxvi).— 1.  OeneraSs.—KT. 
LufOLKY,  of  the  Hercbante' Association  of  New  York,  says  that  in  makina  theclaasl- 
flcation  the  roods  have  adopted  what  are  known  as  the  carload  and  lees  than  carload 
ratee.  For  instance,  the  roods  will  make  a  rate  for  a  carload  from  New  York  lo 
Chicago  ao  lowthat  the  Chicago  merchants  will  be  able  to  distribute  thoeemodsfnmi 
Chicago  to  a  point  maaT  milee  east  toward  New  York,  the  carload  rate  and  the  local 
rate  from  Chicago  east  being  less  than  the  carload  rate  from  New  York  to  the  inter- 

™      ..-  .    .  ..         ,j|^^  rate  and  the  leee  than  carload 

my  fixed  rule  for  the  difference,  but 
the  classification  committees  observed  no  fixed  rule.     (861,  863. ) 

2.  Southern  CUuti^cation. — Mr.  Lanolby  says  that  the  Southern  eroup  of  railways 
are  interested  in  bnildlng  im  Soufbern  territory  to  the  exclusion  oi  merchsjits  else- 
where, and  make  a  wide  difference  between  the  carload  and  te»e  than  carload  rates, 
BO  that  it  IB  practically  impoesible  for  any  outside  merchant  to  make  any  Bales  what- 
ever in  Southern  territory.  The  effect  is  to  exclude  the  foreign  jobber.  This  wit- 
nem  complains  especially  of  the  numerous  increase  in  the  difference  between  carload 
and  part  carload  rates  in  the  South.  He  declares  that  the  railroads  exercise  a  power 
frequently  ©(^nivalent  to  taxation.  Their  actions  are  purely  arbitrary  and  are  hov- 
aned  by  their  own  conedencee.  Arguments  may  be  presented  before  the  claflsiflca- 
tion  committees,  but  there  Is  no  power  which  can  be  uiToked  to  compel  any  change 
in  the  classifi^on.     (862.) 

Hr.  HcGoTKBH  testifies  uiat  the  Bontbem  Clasdfication  Committee  has  no  fixed 
rale  with  reference  to  whether  an  article  ought  to  take  a  carload  rating  or  whether  ' 
It  ongfat  to  be  any  per  cent  lees  ttian  the  carload  rating.  No  effort  has  been  made 
to  iocrease  the  number  of  carload  ratings  or  to  widen  the  distance  between  the 
carload  and  lees  than  carload  lotiDg.  The  practice  has  been  to  limit  the  number  of 
dload  ntings  to  thoee  arttdas  woicb  are  ordinarily  moved  in  carload  lota.    The 
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Soathem  Clasofication  hae  comparatiTely  a  smaller  aDmber  of  carload  tatinge  than 
the  Official  and  Weatern  Claaeiflnatioiis.  The  Southern  Claaeificatioa  Comniitt«e  has 
not  attempted  to  prevent  New  York  or  Chio^  or  any  loog-bauL  market  from  doing 
tWaeee  in  the  Boiith  bv  increasinK  the  numlrar  of  airload  tatinge  bo  aa  to  build  up 
the  interior  Southern  jobber,  or  for  any  other  purpose  whatsoever.  The  Atlanta 
jobber  wants  as  low  a  carload  lating  ae  he  can  get.  He  deeiree  that  the  carload  rate 
from  New  York  to  Atlanta,  plus  the  lees  than  carload  rat«  from  Atlanta  to  any  small 
town  in  the  Atlanta  territoiy,  should  approximate  the  through  lees-than-carlood 
rat«  from  Mew  York  to  that  town,  while  the  far-off  jobber  as  a  rule  wants  no  carload 
ntinga  at  alL  This  is  the  issue  in  the  case  of  the  Now  York  Merchants'  Association 
V.  The  Soathem  Hardware  Jobbeni'  Asociation,  All  rates  for  short  distances  are 
higher  per  mile  than  for  the  longer  distances.  It  is  possible  in  some  instances  (but 
there  is  no  deliberate  intention  on  the  part  of  the  Southern  Classification  Committee 
to  that  end),  for  goods  to  be  shipped  from  New  York  to  Atlanta  and  reshipped  back 
150  to  200  miles  toward  New  Yotk  at  a  cheaper  rate  than  the;}'  could  be  sent  dir^ 
from  New  York  to  that  destination.  This  fact  shows  a  wide  difference  between  Uie 
carload  and  the  less  than  carload  rate.  The  witness  does  not  recall  any  instances  of 
this  kind  of  rate,  but  says  that  agricultural  implements  in  carload  lots  are  rated 
as  sixth  class,  subject  to  a  minimum  of  20,000  pounds,  while  in  small  lots  some  of 
them  are  first  class  and  some  second  class;  so  that  a  car  could  be  shipped  to  Atlanta 
cnxth  class  and  then  distributed  on  the  finit  or  second-class  rate  oat  ana  the  distribu- 
tion could  go  a  good  distance  before  the  through  first  or  secoud-clase  rate  on  the 
part  carload  to  tne  final  destination  from  New  York  would  be  equaled.  Questions 
of  thb  kind  are  not  considered  by  the  Classification  Committee.  Each  case  is  taken 
np  on  its  own  merits,  but  it  is  not  the  policy  on  the  part  of  the  committee  to  keep 
the  through  shipper  from  doing  business  in  the  South  o.'  to  build  up  the  interior 
jobber,  or  vice  versa.  If  such  policy  were  pursued  by  the  committee  it  would  stamp 
out  the  coastwise  trade  of  the  Ola  Dominion  Steamship  Company  and  the  other 
c«atwise  steamers,  all  of  whom  have  representatives  in  the  Southern  Classification 
Committee.  The  Southern  Classification  Committee  is  making  no  effort  to  get  into 
tine  witii  the  policy  of  the  Official  and  Western  classifications  on  this  point.  If  they 
are  getting  closer  bother,  it  is  merely  a  coincidence.  The  witnes  believes  that 
the  c]ueetion  of  minimnm  carload  rates  might  be  brought  closer  together  in  ail  three 
classifications,  and  thinks  12,000  is  a  proper  mmimnm  carload  foraU  parts  of  the 
country.     (662,663,665.) 

Mr.  Marebah  states  that  the  ral^e  on  the  Illinois  Central  are  not  determined  by 
the  Bouthem  classification  committee,  and  it  has  rates  for  carload  lots  less  than  for 
port  carloads.  He  thinks  the  lines  within  100  miles  of  the  Mississippi  Eiver  have 
carload  and  lea  than  carload  tat«s.  Possibly  the  discrimination  is  greater  now 
between  carload  and  lees  than  carload  rates  tluui  it  was  20  years  ago,  and  the  effect 
is  to  increase  the  carload  business.     (^1-) 

2.  Carload  rata  to  Denver.~-Mr.  GBiFFrm,  representing  the  Denver  Chamber  of 
Commerce,  says  that  he  knows  of  no  carload  rates  which  are  granted  on  shoes  or  other 
high-class  commodities  in  shipments  to  I>enver.    There  are  carload  rates  from  Chi- 
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!s  the  expense  of  transacting  a  G 
ind  West  Shore  railroads  were  DuUt  parallel  to 
the  Lake  Shore  and  the  New  York  Central,  which  were  abundantly  able  to  trans- 
port alt  the  traffic  at  the  least  possible  cost.  It  would  have  been  much  more  to  the 
interests  of  the  country  to  have  the  money  invested  in  improvements  on  existing 
lines.  The  same  is  true  of  the  Lehigh  Vallev  and  the  Central  Railroad  of  New  Jer- 
sey. Either  of  these  roads  could  do  all  of  tfie  business  of  the  other  in  some  of  the 
territory.  Operation  could  be  conducted  more  cheaply  if  all  the  business  were  car- 
ried by  one  Tine.  The  witness  has  never  known  of  an  instance  where  the  cost  of 
transportation  has  been  reduced  without  benefit  ultimately  going  lo  the  public. 
I««iBlation  directed  to  preventing  the  building  of  parallel  lines  would  be  more  desir- 
able than  that  restricting  freight  rates.  Overcompetition  is  more  dangerous  than 
combination.  At  the  same  time  Mr.  Thomas  thinks  that  there  is  an  advantage  in  a 
certain  d^ree  of  competition,  especially  between  the  trunk  lines  which  can  carry  the 
■ame  through  traffic,  but  which  do  not  parallel  one  another  locally.  There  will 
alwavs  be  competition  between  New  York  and  Chicago.  If  one  road  fails  to  supply 
equally  eatistactory  poesei^er  facilities,  another  road  will  take  away  its  bonness. 

ChnjCrtiction  of  nem  railroad*  to  Pacific  coo*.— Mr.  Stubm,  of  the  Southern  Pacific 
Company,  asserts  that  the  extension  of  the  Chicago,  Burlington  and  Quincy  Bailroad 
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to  (*-«  Pacific  coast  ie  not  demanded  by  the  volume  of  trafflc.  It  wonld  merely 
cresiu  a  oew  capital  for  the  community  to  flupport.  He  believea  that  in  the  long 
run  the  public  baa  to  pay  the  cbarges  of  the  construction  of  unneceaesiry  niilroadB, 
Uid  that  there  id  abeody  aa.mucb  competition  ajuong  tnmecontinental  rfttdaaa  they 
can  poadbly  Hfand,  none  of  them  except  the  Northern  Pacificnow  paying  dividendfi. 
The  propoBitJon  to  extend  the  Union  Pacific  from  Ogden  to  southern  California  may 
be  viewed  in  the  same  way,  and  the  witn^B  does  not  know  whether  it  will  be  eren 
of  benefit  to  the  Union  Pacific,     (764,  765. ) 

Mr.  WnsBLBs,  of  the  San  Francisco  Boaril  of  Trade,  says  that  he  does  not  know 
authoritativcty  whether  it  is  the  iiitention  of  the  Burlin^n  Sailroad  to  ext«nd  its 
system  to  the  Pacific  coast.  In  a  general  way  it  may  be  well  for  a  section  of  the 
conntry  to  have  as  many  railroads  as  posaible,  but  the  witness  is  inclined  to  think 
that  the  building  of  new  roods  does  not  tend  to  lower  freight  rates,  but  merely 
makes  onq  more  to  divide  the  receipts,  so  that  there  is  even  a  disposition  to  increase 
the  ratee  somewhat     (747.) 

Walem  Maryland  RailToad. — Mr.  GitiswoLi),  general  freight  and  poeeenger  agent  of 
the  Western  Jlaryland  Railroad,  says  that  his  road  has  a  line  87  milea  long  between 
Baltimore  and  Hageistown;  the  Baltimore  and  Ohio  has  one  of  104  miles,  and  the 
Pennsylvania  one  of  158  miles.  The  rates  on  all  three  linee  are  the  same,  and  the 
times  of  deliverv  are  also  about  the  same.  Preference  in  shipment  depends  upon 
the  location  of  tne  shipper  and  the  receiver,  terminal  facihtiea,  etc.  The  whole  busi- 
ness of  the  section  could  be  handled  by  one  road.  Each  road  reaches  other  points, 
however,  which  the  others  do  not  reach,  so  that  it  is  not  a  useless  paralleling.  (616, 
622.) 

H.  SniMldiaiT  traffic  orsanfxatlona— Private  car*,  etc.— I.  Ftut- 
freight  lint*. — Mr.  Nicholson',  of  the  Cential  Railway  Clearing  House,  teetiflefl  that 
the  fast-freight  line  svstem  was  started  in  the  days  when  one  road  was  afraid  to  let 
its  cars  go  on  the  track  of  another,  and  freight  was  transferred  and  the  settlements 
madeon  the  revenue  thereof  at  junction  points.  Toobviate  thedelayof  thismethod 
of  procedure,  various  fastrfreignt  lines  were  organized,  such  as  the  Blue  Line,  the 
Bed  Line,  the  Whit«  Line,  and  others,  for  the  purpose  of  allowing  the  cars  to  go 
through  from  New  York  to  the  Western  cities.  A  special  waybill  was  gotten  n]>  to 
meet  the  accoontingreqtiirements,  the  division  of  revenue  among  the  railroadB  being 
shown  on  each  shipment,  at  the  bottom  of  the  bill,  and  when  the  first  junction  point 
was  met  the  a^nt  of  the  other  road  paid  in  cash  to  the  agent  of  the  initial  roaa  the 
revenuedue  him,  and  billed  thecarout,  and  soon  to  its  destination.  The  fast^-fieight 
lines  were  usually  only  branch  departments  of  these  combined  railroads.  The  Mer- 
chants' Dispatch  Line  is  a  corporation,  its  stock  being  owned  chieSy  by  the  New 
York  Central  interests.  There  are  15  or  mote  fast-freight  lines  running  over  the 
Kew  York  Central.  Their  accounts,  with  one  or  two  esceptions,  are  not  audited  by 
the  Central  Bail  way  Clearing  House.  The  rates  charged  the  last^freight  lines  are 
the  same  as  the  rates  charged  toothers.  When  they  own  cars  they  are  paid  the  same 
mileage  as  other  persons.  The  system  of  division  of  earnings  between  the  difierent 
rulroads  connected  with  the  line  is  on  the  basis  of  relative  milea^,  except  in  the 
case  of  short  lines,  where  constructive  mileage  is  allowed,  or  there  la  the  addition  of 
an  arbitrary  charge  for  physical  disabilitiee  of  switchii^  and  delivering. 

The  fast-freight  lines,  continues  Mr.  Nicholson,  are  gradually  passing  out  of  use. 
Those  remaining  are  being  consolidated.  Thevaremorenumeroiison  the  New  York 
Central  than  on  the  Pennsvlvania  aystem.  Tne  Union  Freight  Line,  operating  over 
the  Pennsylvania  Railroad,  is  not  a  corporation.  It  has  its  own  soliciting  agents, 
however,  to  solicit  htiicht  in  the  name  of  the  line,  as  do  all  the  other  fast-freight 
lines.  The  fastrfreight  lines  are  looked  upon  by  the  traflicofficialBasaBort  of  trado- 
mark.  Shippera  often  send  freight  over  a  particular  line  because  the^  have  had  good 
service  by  it  before.  In  thecountrywist  of  Chicago  the  fast-freight  line  is  unknown. 
The  costs  of  operating  a  fast-freight  line  are  from  2i  to  8  per  cent  of  the  freight 
receipts.  These  expenses  are  paid  by  the  roads  on  a  cooperative  basis,  each  hne 
paying  its  pro  rata  amount  according  to  eaminzs.  From  a  traffic  standpoint,  the 
nilwBysdesiie  the  fast-freight  lines  muntained;  iromanaccountinz  standpoint,  they 
wish  them  abolished.  There  is  not  the  same  justification  for  them  as  formerly. 
They  are  T«f;arded  as  merely  a  branch  of  their  companies.     (724, 725, 728, 731.) 

Mr.  GbibwoiJ),  general  freight  and  passenger  agent  of  the  Western  Maryland  Rail- 
road, says  that  fast-freight  lines  used  formerly  to  be  organizations  entirely  distinct 
from  the  railroads,  owned  largely  by  officers  of  the  lines  over  which  they  operated, 
and  to  some  extent  by  outfdders.  Mr.  Griswoid  does  not  know  of  such  a  case  now. 
The  fast-fmght  lines  that  now  exist  are  nothing  more  than  names,  by  which  the 
cendnct  of  urongh  traffic  over  3  or  4  or  more  railroads  is  placed  for  convenience 
under  the  control  of  one  manager.  Their  purpose  is  to  secure  through  schedules 
f^  give  better  service,  tbw  enabling  tbe  lines  to  compete  more  effl>cient1y  for  traffic 
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The  power  to  make  i&tee  ie  Bometiinee  given  to  the  manager  ot  the  line,  but  as  a  mle 
the  manager  can  not  make  a  rata  on  any  bnaineea  without  the  conaent  of  the  road  on 
which  it  originates.  It  is  poesihle  for  a  manager  to  make  a  cut  rate  with  the  concur- 
rence of  some  one  line,  that  line  protecting  the  cut,  without  the  other  roads  being 
parties  to  it.    (613,614.) 

Mr.  GmxADnBD  states  that  the  buaineea  of  the  Old  Dominion  line  in  connection 
with  the  Southern  Kaiiway  from  New  York  to  AUanta  is  done  under  the  Piedmont 
Air  Line,  an  organization  with  a  trade-mark  and  with  agents  in  Kew  Vork,  Boston, 
and  elsewhere  to  look  out  after  business.  The  organization  baa  traveling  men  and 
is  kept  up  by  contributions  from  the  various  transportation  companies  for  which  it 
does  business.     ( 446. ) 

Mr.  Talcott,  assistant  to  the  president  of  the  Seaboard  Air  Line,  says  that  there 
never  have  been  in  the  South  any  independent  fast-freight  lines  like  those  that  exist 
in  the  North.  The  lines  have  simply  been  made  up  by  combinatious  among  the  rail- 
road companies,  each  putting  in  its  quota  of  cats  and  establishing  a  line  organization. 
(635.  i 

2.  H^frigeraior  can. — Mr.  Stcbbs,  of  the  Southern  Pacific  Company,  alludes  to  com- 
plaints of  California  fruit  shippers  waiikst  cha^^es  of  the  refr^rator  companies.  The 
cha^^  are  apparently  tather  high,  but  the  refrigerator  companies  have  cliumed 
before  the  Literstato  Commerce  Commission  that  they  aSorded  no  more  than  a 
reasonable  profit.  Mr.  Stubbe  thinks,  however,  that  some  reduction  will  soon  be 
made.  He  says  that  shippers  deeire  that  railroad  companies  should  themselves  own 
these  cars,  but  that  this  is  doubtful,  since  the  movement  of  fruit  is  confined  to  acorn- 
paratively  short  season,  and  a  company  which  owns  these  cats  can  put  them  into 
eervice  in  other  sections  of  the  counby  and  other  lines  of  transportation,  as  a  railroad 
company  owning  them  conld  not  do.  The  experience  of  the  witnEss  leads  him  to 
believe  that  it  is  more  economical  for  the  transcontinental  railroads  to  lease  these 
cars  from  companies  than  to  operate  them  directly.  He  declines  to  etato  the  rate 
paid  by  the  railroads  for  the  use  of  the  cars,  but  says  that  it  is  lees  than  the  prevail- 
mg  rates  on  the  Eastern  roads,  which  are  three-Fourths  of  a  cent  or  1  cent  per  mile. 

Mr.  Stnhhe  states  that  the  freight  rates  on  green  fruit  are  the  same  to  all  Eastern 
markets,  while  the  refrigerator  companies  necessarily  ?rade  their  charges  according  to 
distancee,  especially  because  it  requires  more  ice  for  longer  distances.  The  railroad 
freightrateonfruitfromCalifomiais$I.25per  100  pounds,  while  the  witness  supposes 
thai  the  refrigerator  charges  vary  from  $50  to  ?135  per  car  (of  10  to  13  tons. )     (769. ) 

Mr.  Whebleb,  of  the  San  Francisco  Board  of  Trade,  saj's  that  formerly  the  E.  T. 
Earl  Company  operated  refrigerator  cars  in  the  California  fruit  business,  but  that  it 
recently  sold  out  to  Armour  &  Co.,  who  now  operate  practically  allot  the  refrigerator 
cars,  although  the  witness  thinks  that  the  Santa  F^  ownsa  few  cars  also.  Complaint 
has  been  made  that  the  charges  for  the  use  of  these  cars  are  exceffiive,  but  the  wit- 
ness does  not  know  much  about  the  subject  Bethinks,  from  conversation  with  tail- 
road  men,  that  the  time  is  not  far  distant  when  the  railroads  will  own  and  control 
their  own  refrigerator  cats,  but  the  proposition  seems  to  cause  a  good  deal  of  friction 
with  the  private  lines.     (754.) 

3.  Privale  cart  and  car  (nwM.— Mr.  Asaus,  statistician  of  the  Interstate  Commerce 
CkimmiBsion,  saysthat  there  are  immense  numhersofprivatecars,  and  that  the  rental 
paid  for  them  by  the  railroads  runs  into  the  milhons.  If  any  rolling  stock  is  lying 
idle  and  not  used,  it  is  not  usually  the  property  of  the  private  car  companies.  On 
the  other  hand,  the  equipment  trust  obligation,  under  which  a  company  took  over  a 
car  and  used  it  as  its  property  and  at  the  end  of  the  year  paid  6  per  cent  on  its  value 
and  2  per  cent  for  annuity,  is  gradually  disappearing.  The  plan  is  like  buying  goods 
ontheinstalment  plan.  The  better  roads  are  either  owning  their  own  cars  or  renting 
from  onteide  partiee  on  a  mileage  basis.     (386.) 

Mr,  Tauwit,  aaaistant  to  the  president  of  the  Seaboard  Air  line,  says  that  car 
bnsta  are  very  general,  he  thinks,  in  the  Southern  States  at  the  present  time.     (636.) 

4.  Erprttt  companies. — Mr.  Talcott  says  that  when  he  had  to  do  with  express- 
company  contracts,  the  contiacts  provided  that  railroads  should  give  the  exprera  com- 
IMuies  tnearaitable  space  for  transportation,  without  interfering  with  the  transporta- 
tion of  mails,  or  pafeengers  and  their  baggage.  The  railroad  determined  how  much 
apaceshould  be  made  available  for  express  and  how  little.  But  the  rates  were  made 
by  the  express  company,  and  the  eaminss  were  divided  between  the  railroad  and 
the  express  company  on  a  percenla^  bads.  The  express  company  received  a  laiver 
proportion  onjhe  through  competitive  business  thanon  the  loc^  business.     (635.) 

Mr.  Adams,  stattsticlan  of  the  Interstate  Commerce  Commission,  thinks  that 
express  companlM  ought  to  be  subjected  to  the  same  scheme  of  reporting  as  the  tail- 
ways,  and  alsn  that  ttie  private  companies  that  furnish  cars  to  rauroods  and  receive 
a  rental  for  them  onght  to  be  brought  nnder  the  supervision  of  the  Inteiettite  Com- 
.T ._i.^  ^t  Igggt  so  far  as  reports  V9  concerned.    (386.) 
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I.  Central  RAllw»rCleiuillg  House.— 1.  Bi^(do  Railway  CUaring  Houk.— 

Mr.  Wiu-iAM  Nicholson,  manafcerof  the  Central  Railway  Clearing  House  of  Buffalo, 
New  York,  teetitiee  that  the  clearing- house  principle  was  made  applicable  to  the 
thniDgh-ficitfht  traffic  aecounting  of  tne  New  York  Central  and  HuOBon  River  Hail- 
road  CoTnpaiiy,  '\\n  leased  and  operated  lines,  at  the  instance  of  Mr.  John  Careteiuien, 
tlie  comptroller  of  those  linee.  A  more  general  clearing;  house  was  estahlishetl  at 
Buffalo  on  April  1,  1899,  forthe  purpose  of  handlingcertain  detailH  of  throujjb-freiKht 
ail'OUQts  for  tne  allied  roads  termiaatingattheNiacara  frontier.  The  membership  (iiO' 
risted  of  the  New  York  and  H  udeon  River  Bail  roaoCompany,  the  West  Shore  Railroad, 
tlie  Lake  Shore  and  Michigan  Southern  Railway  Company,  the  New  York,  Chieago 
taA  6t.  Louis  Railway  Company,  and  the  Pittsburg  and  Lake  Erie  Railroad  Company. 
Thedntieaof  thia  clearing  house  were;  The  clearance  of  freight- revenue  balances 
accmiiif;  between  theclearme-house  roads,  on  all  interline,  joint  and  fast-freight  line 
traffic  passinK  through  BuSalo  or  crossing  the  Niagara  River  at  Black  Rock  and  Sus- 
pension Bridge;  the  complete  and  proi>er  revitfion  of  all  billing;  the  compiling  and 
lumiHhing  to  the  accoun^ng  departments  of  the  roads  all  etatietics,  Htatementn  of 
eaminga,  etc. ;  the  cheeking  and  recording  of  all  joint  or  ftutt-freiglit  Hue  claims,  and 
the  keeping  of  complete  records  of  clearing-house  and  fast-freight  line  bueinew.  All 
freight  agents  of  companies  meml)eni  of  the  clearing  house  were  to  he  considered  as 
sgentH  of  the  clearing  house,  and  to-respeet  orders  of  the  manager.  Clearing-house 
traffic,  other  than  fawt-freight  line,  to  i>e  waybilled  exclusively  without  divisions  of 
earnings  on  a  special  clearing-house  waybill.  The  clearing  house  to  um;,  whenever 
practicable,  the  standard  blanks  of  the  Association  of  American  Railway  Accounting 
Officere.     (719-720.) 

2.  Swjw;  n{  Cmtral  naUway  Clearing  Hmaf.—iA.T.  Nichomom  testifies  that  the  Mich- 
^an  Central  Railroad  withdrew  front  the  Buffalo  Clearing  Houwe  on  IhH'emher  1, 
1899.  The  reason  for  withdrawal  was  that  it  had  a  weeklv  syst«m  of  accounts. 
Another  reason  was  that  it  was  afraid  that  its  competitors  would  know  the  amount  of 
business  it  was  doing.  It  also  found  fault  with  the  methods  of  the  clearing  house  and 
ot  the  executive  committee.  No  further  change  In  meinlership  occurred  until  May 
1,  1900,  when  the  Cleveland,  Cincinnati,  Chicago  lUid  St.  Louis  Railway  and  the  I^ke 
Erie  and  We>^em  Railroad  were  admitted  to  meml^ership.  In  view  of  the  fact  that 
the  two  last-named  companies  and  the  Pittcburg  and  Lake  Erie  Railroad  Conipany 
did  not  have  termini  in  Buffalo,  the  executive  committ«-  chanjted  the  name  ot  the 
association  to  the  Central  Railway  Clearing  House.     The  association  has  an  executive 


Kimposed  of  one  representative  of  each  road, 
■s  of  the  cleari--  ■- ■- —  "-     -  ' '-- ^- 


The  dnties  of  the  clearing  house  have  bi'en  largely  increased  from  time  to  time, 
and  at  present  It  accounts  for  revenue  on  the  following  traffic,  viz:  Inten^hange'l 
between  the  New  York  Central  and  Hudson  River  Railroad,  West  Shore  Railroad, 
Rome,  Watertown  and  OgdenHburg  Railroad,  Pennsylvania  Division  of  the  New  York 
Central  and  Hudson  Kver  Railroad,  Mohawk  and  Malone  Railway,  Wailkill  Valley 
Kailroad,  Beech  Creek  Railroad,  lake  Shore  and  Michigan  Southern  Railway, 
New  York,  Chicago  and  St,  Louie  Railroad,  Cleveland,  Cincinnati,  Chicago  and  Kt. 
Lonie  Railway,  I.ake  Erie  and  Western  Kailroad,  and  Pittsburg  and  I^ke  Krie  Rail- 
road, passing  the  Niagara  frontier.  Between  the  lake  Shore  and  Michigan  Southern 
Railway  on  the  one  hand  an<l,  on  the  other,  the  Cleveland,  Cincinnati,  Chica^  and 
St.  Louis,  the  Pittsburg  and  Lake  Erie,  and  the  Lake  Erie  and  Western  Railroad. 
Between  the  New  York,  Chicago  and  St.  Louis  Railroad  and  Cleveland,  Cincinnati, 
ChicagKi  and  St.  Louis  Railway  and  the  Lake  Erie  and  Western  Railroad  on  the 
other  hand.  Between  the  Buflalo  and  Allegheny  Railroad,  Buffalo  and  MissiMHijuii 
Railroad,  New  York  I'entral  and  Hudson  River  Railroad,  West  Shore  Kailnmil, 
Rome,  Watertown  and  Ogclenaburg  Railroad,  Pennsylvania  Division  of  the  New 
York  Centful  and  Hudson  River  Railroad,  Mohawk  and  Malone  Railway,  Wailkill 
Valley  Railroad,  Beech  Creek  Railroad,  I^ke  Shore  and  Michigan  Southern  Railway, 
and  all  Pacific  coast  roads  where  transcontinental  tariffs  apply. 

In  respect  of  trtuiscontinenfal  traffic  between  the  Atlantic  and  Pacific  coast  points, 
the  clearing  house  also  acts  for  the  Boston  and  Albany  Railroad  and  the  Bostiiii  and 
Maine  Bailroail  t>Dmpany  in  the  matterof  accounts.  The  revenue  on  traffic  l)etwccn 
transcontinental  tariff  points  to  the  Pacific  coast  and  those  within  clearing-house  ter- 
ritory east  of  the  Niagara  River  via  the  Michigan  Central  Railroa<l  is  also  taken  care 
of  in  the  clearing  house,  but  the  local  traffic  ot  the  ^^ichifiran  Ontral  Railroad  Com- 
pany is  accounted  for  to  that  company  direct.     (720,721.) 

Mr.  Nicholson  testifies  that  the  Trunk  Line  Association  of  New  York  has  juriscHc- 
tion  over  the  east-bound  traffic,  while  the  Central  Traffic  AsBo<'iation  of  Chicago  has 
similar  functions  with  reaped  to  west-bound  traffic.  The  railway  clearing  hoUBc  has 
nothing  to  do  with  these  associations,  except  to  get  tariffs  and  Instmctiohs  to  check 
reyenoee  of  the  roads.     (725, 726. ) 

3.  Orgamtalmt  of  deartng  hoiue. — Mr.  Nicholson  says  that  there  are  220  emptoyt-ea 
of  the  asBOcialion,  1S8  ot  whom  are  clerks.     The  number  of  clerks  employed  on  the 

1«A ^vn 
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actual  clearing-bousevorkia  168.  The  avenge  clerical  salary  is  $44. 94.  Anitemiced 
statement  of  the  busineea  of  the  aasociation  accompaaiee  Mr.  Nicholson's  teetiiDony. 
The  general  supervisioQ  of  the  aSaire  of  the  clearing  house  is  handled  by  the  man- 
aoer  and  his  chief  clerk.  The  work  is  divided  into  11  departmsnts,  each  in  charge 
o?  a  head  clerk,  as  follows,  viz:  (1)  Accounting  department,  (21  apportionment 
department,  (3)  statiBtical  department,  (4)  abstract  department,  (5)  revision  depart- 


lent,  (6)  dsim  department,  (7)  daily  earnings  department,  (8)  mailing  department, 
1)  binderv,  (10)  stationery,  (11)  telecraph.     (721-723) 
A  partial  idea  of  the  extent  of  the  Duamess,  from  the  date  of  its  organiEBtdoi 


(9)  binderv,  (10)  stationery,  (11)  telecraph.     (721-723) 
A  partial  idea  of  the  extent  of  the  Duamess,  from  tht 
the  preeent,  can  be  gained  from  the  following  atatistica  to  May  1,  1901: 


Revenue  of,  cleared  between  memberahip  roads $33, 987,  Ml.  91 

Total  number  of  tons  forwarded  and  received  from  stationB  on  all 

roads,  divided  into  60  commodity  classee 9, 626, 994 

Total  number  of  waybills  abstracted  for  trunk-line  commisBioners  on 

traffic  moving  east  bound  from  the  Niagara  frontier,  showing  nom- 

ber,  dale,  station  from  and  to,  weight  in  pounds,  extendM  and 

footed 1,532,986 

(721-723.) 

4.  Melhod  and  advanlaga  of  railway  <axoitnlmff  by  the  dearing  hoiue. — Mr.  Nichol- 
BOH  testifies  that  prior  to  the  organization  of  the  clearing  house  practically  all  buai- 
ness  interchanged  tietween  the  roads  was  settled  for  by  the  agents  at  junction  points. 
The  old  system  provided  that  each  individual  waybill  should  be  divided  and  settled 
between  the  roads.  Take,  for  example,  a  shipment  from  Boston  to  East  St.  Louis. 
The  old  junction-settlement  plan  would  require  the  stopping  of  the  waybill  at  Alheny, 
East  Buflalo,  and  Cleveland  for  junction  settlement  between  the  roads  handling  the 
shipment.  With  the  clearing-house  plan,  the  wavbill  would  be  reported  as  for- 
warded by  the  agent  at  Boston  and  as  receive<l  by  tne  agent  at  East  St.  Louis,  direct 
to  the  clearing  house,  where  the  same  would  be  accounted  for  to  roads  in  interest  on 
the  basis  of  the  known  tariffs  and  division  sheets.  At  the  end  of  each  montii  the 
proper  officer  would  be  notified  by  it  of  the  condition  o(  accounts  affecting  the  other 
roads  for  all  waybills  handled  in  that  month,     (^^l) 

Mr.  Nicholson  declares  that  the  clearinghouse  has  done  more  than  any  other  agency 
to  provide  for  the  delivery  of  shipments  to  consig:iiees  on  proper  net  charges.  It  does 
away  with  the  multiplied  settlements  of  the  railroads,  expedites  the  movements, 
minimizes  the  collection  of  overcharges,  aimpliGes  the  accounting,  and  concentrates 
the  preparation  of  statistics  and  other  information  for  railroads  in  interest 

IIh  methods  represent  the  most  pronounced  concentration  of  through  freight 
accounting.  The  clearing  house  is  a  move  in  the  direction  of  economy,  and  if  made 
universal  would  be  a  very  great  benefit. 

The  Central  Kailway  Clearing  Mouse  has  long  since  passed  through  the  crucial 
period, of  its  existence  and  has  been  made  B  success  from  the  date  of  its  inception. 

The  system  of  the  clearing  bouse  is  used  as  one  railroad,  whether  there  be  4  or  6  of 
them  in  the  same  territory.  So  tar  as  the  expense  ol  the  clerical  force  is  con- 
cerned, the  clearing  house  is  an  economy  to  the  several  companies.  The  incorpora- 
tion of  the  passenger  accounting  into  the  clearing  house  has  been  talked  of,  but  the 
witness  does  not  see  that  anything  would  be  gained  by  it,  because  the  passenger 
busineee  is  all  prepaid,  while  94  per  cent  of  the  freight  is  collected  at  the  point  of 
destination.  The  clearing  house  merely  has  charge  of  accounts,  and  not  of  care, 
except  as  they  may  affect  distinct  freightrline  accounla.     ( 721-724,  729-731. ) 

The  earnings  are  furnished  to  the  various  deparimente  every  dav  and  some  statis- 
tics every  day  of  certain  classes  of  freight;  anything,  in  fact,  that  tne  traffic  manager 
may  require.  The  earning  ability  of  every  nngle  part  of  the  road  is  thus  niMie 
known.  He  does  not  know  that  the  question  has  ever  come  up  as  to  whether  the 
books  of  the  clearing  house  are  open  to  the  inspecUon  of  the  Interstate  Commerce 
Oommiasion.  The  clearing  house  publishes  no  reixirts  of  any  kind.  Its  figures  are 
incorporated  in  the  auditors'  books  of  the  various  companies,  and  are  pnbliahed  by 

Mr,  Nicholson  eays,  further,  that  the  clearing  iiouse  has  no  financial  function,  all 
moneys  collected  hy  the  sgents  being  remitted  to  the  treasurers  of  the  respective 
roads  direct.  It  is  merely  a  branch  of  the  auditing  department.  The  establishment 
of  the  clearing  house  has  had  the  effect  of  simplifying  the  work  of  auditing  at  the 
several  headquarters  of  the  road. 

The  witness  states  that  the  clearing-house  system  might  enable  each  road  in  inter- 
est to  arrive  at  the  total  amountof  business  done  by  its  competitors,  but  that  informa^ 
tion  is  never  allowed  to  be  given  to  the  competitive  roads.  The  accounts  of  each 
road  are  kept  to  themselves.  He  does  not  think  that  there  would  be  any  dif- 
ference in  principle  even  if  the  railway  systems  in  the  clearing  bouee  were  not  con- 
trolled hy  the  same  interesta.     (730.) 
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Ht.  Nicholson  aaye,  farther,  that  OommisHioner  Knapti,  chairman  of  the  Intestate 
Commerce  Commision;  the  late  George  R.  Blaochard,  trunk  line  commiasioner, 
«nd  other  noted  railway  men  have  gone  on  record  aa  favoring  the  railway  clearing 
house.     lie  quotes  from  a  prominent  railway  traffic  official: 

"  It  is  our  experience  that  no  arrangement  of  accounting  between  connecting  roads 
is  BO  Batif^tory  and  produces  such  good  resultsas  that  of  through  billing  with  andit 
settlement.  The  work  of  the  clearing  house  in  that  connection  has  heen  marvelooe." 
It  ia  "one  of  the  great  modem  improvements  for  the  settlement  of  interchange 
traffic."     (724.) 

5.  European  cUaring  homes. — Mr.  Nichoimin  testified  that  he  is  not  aware  of  any 
clearing  houses  in  f^nropej  excepting  one  in  England  and  one  in  Ireland.  The 
clearing  house  of  England  is  very  large,  and  requires  a  clerical  force  of  thonsands. 
He  does  not  believe  a  tmiversal  clearing  house  for  the  American  railways  could  he 
established,  becaose  of  the  immensity  of  the  business.     (723.) 

J.  Hltcellaneoiu. — I.  Baltimort  freight  rommiUee. — Mr.  Ghiswold,  general  pas- 
senger agent  of  the  Western  TTaryland  Railroad,  states  that  the  Baltimore  Fright 
Committee  ia  composed  of  representatives  of  transportation  lines  which  either  termi- 
nate at  Baltimore,  or  pass  through  there,  or  have  representation  there.  He  thinks 
each  important  railroad  and  steamboat  lino  is  represented.  It  has  existed  since  Jan- 
uary 1,  1S98.  The  purpose  is  to  discuss  any  questions  that  may  be  brought  up  and 
to  secure  tmiformtty  of  practice.  It  meets  at  the  call  of  the  chairman.  It  can  not 
make  e.  decision  except  by  a  unanimous  vote.  If  any  representative  has  no  power  to 
act  on  a  given  question  without  referring  it  to  his  traffic  department,  lie  must  slats 
the  fact.  Sometimes  matters  are  held  over  imtil  a  vote  ia  recinved  by  letter  from  a 
member  so  situated,  or  until  a  subsequent  meeting.  The  committee  has  only  a  lim- 
ited sDthority  over  rates,  and  none  over  differentials.  Several  of  the  representatives 
most  obtain  authority  from  their  traffic  officials  before  consenting  to  any  action  on 
rates.  There  are  local  freight  committees  at  various  other  cities,  one  in  Boston  and, 
the  witness  thinks,  one  in  New  York.     (611,  612.) 

2.  Chanqei  in  freight  raia.—'i&.T.  Bacon,  of  the  Michigan  Alkali  Company,  com- 
plains of  toe  tact  that  freight  rates  are  changed  at  the  pleasure  of  the  nulroads  at 
any  time,  thue  putting  the  manufacturers  at  sea  in  making  their  contracts.  As  an 
illustration,  the  freight  rates  on  alkali  products  from  Wyandotte,  Mich.,  to  Richmond, 
Vs.,  were,  during  1899,  raised  from  13  cents  per  huntlred  \a  24  cents,  then  reduced 
to  16i  cents,  and  on  January  1,  1900,  reduced  to  13  cents,  while  on  January  23  the 
rate  was  again  increased  to  16}  cents.  The  witness  believes  that  rates  should  be 
fixed  by  a  central  authority  and  retained  for  a  year  unchanged.     (76.) 

3.  Routing  of  ehipmenU  of  freight. — Mr.  Stub  bs  says  that  the  Southern  Pacific  and 
Santa  ¥6  railroads  have  recently  exercised  the  power  of  directing  the  route  over 
which  shipments  of  oranges  shall  go  after  leaving  their  roads.  This  was  necessarv 
to  break  up  the  practice  of  the  shippera  in  demanding  rebates  from  the  various  rail- 
roads connecting  with  transcontinental  lines  as  a  consideration  for  sending  shipments 
over  them.      (764.) 

4.  Uniform  waybilis. — Mr.  Hichouon  testified  that  a  movement  has  lieen  started 
for  uniform  waybills  and  uniform  freight  and  expense  hills  all  over  the  United  States. 
The  Association  of  Accountiug  Officers  baa  adopted  a  waybill,  which  is  used  by  IGO 
railroads.     (728^729.) 

5.  Floating  coOtm.^-'M.r.  Mareham  states  that  "  floating  cotton  "  is  cotton  shipped 
from  a  town  where  there  is  no  compreaa  and  stopped  in  transitat  a  town  where  there 
is  a  compress,  where  it  can  be  compressed,  clasMfled,  and  afterwartis  reloaded  for  its 
destination.  By  this  practice  cotton  purchasers  are  enabled  to  ship  full  carloada, 
which  is  an  advantage  to  the  producer  of  from  81  to  ^  per  hale,  and  does  away 
with  the  middleman  at  great  cotton  centers,  such  as  Memphis  and  New  Orleans. 
Formerly  the  cotton  fiictor  at  New  Orleans  or  Memphis  advanced  money  to  the  pro- 
ducer for  supplies  and  other  material  entering  into  tlie  production  of  the  crop.  Inter- 
put,  commissions,  brokerage,  insurance,  and  handling  the  cotton  generally  resulted 
in  the  producer's  getting  very  little,  if  any,  profit.  The  practice  of  floating  cotton 
hsM  done  away  with  this.  Very  little  cotton  is  bought  on  the  Illinois  Central  for 
Southern  mills,  but  where  it  is  it  is  bought  in  the  same  way  as  for  the  New  Eng- 
land mills.  The  effect  of  this  system  will  gradually  take  cotton  awav  from  the  larger 
centers,  aa  the  plantere  can  get  as  good  jiriccs  now  at  the  small  stations.     (440. ) 

6.  Freight  ratet  and  cotton factoriei. — Mr.  DirNLAP,  an  officer  of  two  amall  railroailH 
In  Georgia,  says  that  special  rates  on  cotton -factory  machinery  and  materials  have 
been  made  by  the  railrosda  in  the  South  with  a  view  to  establishing  them.  On  the 
witness's  road  two  cotton  factories  have  lieen  built,  and  the  manufacturers  received 
a  two-thirda  rate  on  their  materials.  The  rate  on  machinery  from  Now  York  has 
wen  about  55  cents  per  100  pounds.  Tlie  witness  thinks  it  was 'desirable  to  thus  favor 
these  factories,  but  he  says  that  the  nulroads  make  less  profit  in  hauling  the  mauu- 
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Cactnred  cotton  from  the  factories  than  they  fonnerly  did  in  hauling  raw  cotton  to  th« 
eeftports.     (3, 4. ) 

7.  Nort?iern  and  Souihem  Unmade  on  the  lUmoia  Ceidral  compared. — Mr.  Markhah 
atat«fi  tliat  tlie  tonnage  on  the  Nortbero  and  Southern  portiona  of  the  lUinuis  Central 
IB  very  nearly  equal,  bnt  ev^i  with  that  it  necesBilates  a  large  numlier  of  empty  cara 
because  of  the  different  freight  movements  at  different  eeaaonB  of  the  year.  The 
Southern  roads  operate,  as  a  rule,  under  a  disadvantage  ae  compared  with  the  North- 
ern roadH,  because  they  do  not  have  an  equal  tonnap;  per  mile,  and  therefore  do  not 
have  the  same  earningB  per  mile  of  road.     (440-441.) 

Mr.  Markham  states  that  on  the  lines  of  the  Illinois  Central  from  Cairo  north  the 
ton  milea  to  the  milee  uf  line  are  four  times  what  they  are  eolith.     (437. ) 

IV.  DI8CBXMINATI0NS  BETWEEN  FEB80NS. 

A.  DIscuMlon  as  l«  existence  and  extent  or  practice.— 1.  EriMenre 
and  emh  of  practice  affirmed. — Protessor  BtPLEv  saya  that  personal  discriminations  in 
rates  are  common;  that  certain  shippers  are  obtaining  rat^  which  are,  perliaps,  35  to 
40  per  cent  leen  than  the  published  rates,  while  those  who  are  shipping  without  the 
large  volume  which  always  lends  inducement  te  cut  rates  are  jiaying  nearer  the  estalv 
lished  rate.  Whenever  there  is  open  rate  cutting,  it  follows  almost  invariably  that 
that  leads  to  penional  discrimination.  The  competition  which  rate  cutting  pre- 
supposes leads  to  a  deeper  cut  for  the  laige  shipper  or  for  the  perm^n  who  is  shipping 
from  a  competitive  point,  whereas  the  rate  remains  more  nearly  at  the  established 
figure  where  the  shipment  is  made  from  a  local  station  or  is  made  tiy  a  person  who 
is  shipping  small  amounts.  Personal  discrimination  is  sometimes  made  tliroi^h  the 
Bubterfuges  of  "hold  overs,"  rebates,  underclflssification,  and  underbilling. 

The  maintenance  of  rates  at  an  established  Sgure  is  a  very  important  matter  for 
businessmen.  Itdoes  not  make  so  much  difference  to  the  manufacturer  what  freight 
rate  he  has  to  pay  as  it  does  to  have  freights  uniform  for  him  and  for  his  competi- 
tors. He  would  rather  pav  a  high  rate  and  have  it  uniform  than  get  a  low  rate  when 
a  competitor  possibly  gels  a  stilllower  one.     (287,  Z89.) 

Mr.  Griswolo,  general  freight  and  passenger  agent  of  the  Western  Maryland  Rail- 
road, says  that  theoretically  there  would  be  a  temptation  to  cut  west-bound  ratt«  in 
the  fall,  when  much  gnun  w  moved  East  and  many  empty  cars  are  going  West.  He 
does  not  think  that  this  is  important  in  practice.  Kate  cutting  is  more  due  to  the 
anxiety  of  the  solicitors  to  secure  business;  they  do  not  consider  much  the  fact  that 
cars  are  going  West  empty.     (622.) 

Professor  Parsons  states  that  from  his  investigations  he  believes  the  tendency  of 
private  monopolies  is  to  make  comparatively  high  rates  and  an  unjust,  partial, 
complex  tariff  instead  of  a  simple,  symmetrical,  harmonious,  well-adjusted  system 
to  develop  the  country,  as  would  a  system  of  rates  under  public  management.  Pri- 
vate monopoly  would  develop  the  country  only  so  far  as  that  development  would  be 
profitable  to  the  monopoly  itself.  The  rates  at  present  are  so  adjusted  as  to  benefit 
the  large  shipper  as  against  the  small  one,  whereas  if  an^  favor  should  be  shown  it 
should  De  shown  to  the  small  shipper.  The  true  policy  is  to  equalize  opportunities, 
making  rates  alike  to  all  under  the  same  circumstances  and  conditions,     ( 134,  135.) 

Mr.  Tkisbehg,  secretary  of  the  State  Railroad  and  Warehouse  Commiiv'ion  of  Min- 
nesota, says  that  in  the  opinion  of  his  commission  the  abnolute  amount  of  freight 
chaivee,  within  reasonable  bounds,  is  of  less  importance  than  uniformity  of  charsee 
to  aU  patrons  of  the  road.  So  far  as  business  within  the  State  is  concerned,  ne 
believes  that  there  is  not  much  discrimination,  l)ecanse  there  neetns  to  he  no  tempta- 
tion to  it.  On  business  between  Chicago  and  the  Twin  Cities  there  is  a  great  deal  of 
competition,  and  it  is  likely  that  rebates  and  various  other  schemes  are  often  resorted 
to.     (366.) 

Mr.  WiiaoN  testified  that  large  shippers  generally  have  an  advanta^  over  smaller 
ones.  Railway  discriminations  have  destroyed  fortunes  and  have  dnven  people  oat 
of  business.  The  public  has  no  Ideaof  the  extent  to  which  they  still  prevail.  They 
now  generally  take  the  form  of  combinations  of  heavy  shippers  who  have  cars  and 
equipment  oi  their  own,  and  the  rental  that  they  are  able  to  wimmand  tor  the  use 
of  those  cars  is  very  great.  This  has  the  effect  of  driving  out  of  business  the  firms 
who  do  not  own  care.  Railway  discriminations  are  beyond  legislation.  Possibly 
consolidation  may  remove  them.  The  apathy  of  the  public  is  the  great  obstacle  to 
the  enforcement  of  the  present  laws,  which  are  ample  for  the  purpose.     (6S5-697. ) 

Professor  Parsons  states  that  the  existence  of  personal  discrimination  is  a  power- 
ful argument  for  Government  ownership  of  railroads.  He  refers  to  the  report  of  the 
Senate  coinmiltec  of  1885,  which  treated  specifically  of  many  of  theevils  of  the  railway 
sj-stems  at  that  time.  He  quotes  from  that  report  extensively  and  also  from  the  tes- 
timony of  witnesses  who  appeared  before  that  committee,  as  well  as  from  the  rtporta 
of  the  Interstate  Commerce  Commission  and  from  other  sources,  to  show  that  dis- 
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criminatioDfl  in  railway  r&tee  in  this  conntiy  have  existed  for  mtuiy  years  and  are  in 
exitrteDce  to-day.  The  effect  of  these  discruDiuationB  is  to  build  up  the  ntrong  at  the 
expense  of  the  weak.  Another  efiect  ie  to  build  up  the  cities  at  the  expense  of  the 
mniil  communities.  In  many  instances  individual  Dustness  has  been  built  up  at  cer- 
tain points  which  have  been  favored,  while  many  other  people  leas  favored  have 
been  driven  out.  Theee  reports  have  stated  that  the  pucilished  freight  rates  were 
paid  by  starcely  any  shippers,  and  that  no  one  shipper  knew  of  the  rate  another 
was  receiving.  Professor  Parsons  declares  further  that  while  the  intetstate-com- 
merce  law  of  1987  has  been  passed  for  the  amelioration  of  the  evils  growini^  out  of 
these  discriminations  it  has  been  found  ineffective;  that  criminalprosecutions  have 
been  found  ineffective  to  secure  the  enforcement  of  the  law.      (12fr-128. ) 

Mr.  Griffith,  representing  the  Denver  Chamber  of  Commerce,  pays  that  the 
practice  of  B:ranting  rebates  and  personal  discnminations  was  formerly  very  preva- 
lent in  the  West,  but  that  he  has  known  of  none  recently.  He  presumes  thai  there 
has  been  an  agreement  among  railroads  to  maintain  rates.     (865. } 

Mr.  Mabrhah,  assistant  traffic  manager  of  the  Illinois  Central,  thinks  that  consoli- 
dation of  railroads  will  be  advantageous  in  doing  away  with  discriminations.  Thirty 
yeara  ai^  it  was  a  very  common  thing  to  bill  freight  openly  at  one  rate  te  o^e  indi- 
vidual and  at  another  rate  to  another  individual  at  the  same  point.  The  shippers 
did  not  make  any  objections,  because  the  party  who  received  the  lower  rate  shipped 
a  much  larger  volume.  Since  that  time  there  has  been  a  radical  change  of  thought, 
and  a  correspondingly  radical  change  of  action.  The  traffic  managers  want  to  be 
fair,  bnt  are  not  always  able  to  resist  propositions  which  appear  to  be  Uir  from  a 
business  standpoint.     (432,  433.) 

2.  Omeral^nial  ofextMlenixofprac^ce. — Mr,  Griswold,  general  freight  and  paa- 
aenffer  a^nt  of  the  Western  Maryland  Railroad,  says  that  rate  cutting  seems  to  be 
decidedly  lea  prevalent  than  several  years  ago.  The  latest  instances  that  be  has 
known  of  were  near  the  close  of  the  year  1900,  and  in  these  cases  it  was  not  possible 
to  fix  it  in  connection  with  ali-iail  lines.  The  reason  of  the  diminution  of  cutting, 
he  thinks,  is  the  cooperation  of  the  larger  lines  in  maintaining  rates  and  in  carrying 
out  tho  requirements  of  the  interetate-commerce  act.     (614.) 

Mr.  Griswold  thinks  that  the  influence  of  rate  cutting  on  traiBc  is  less  than  is 
s  imctimes  supposed.  He  thinks  that  variations  of  traffic  are  more  likely  to  be  due 
ti>  other  conditions.  For  instance,  a  steamship  line  at  ore  port  may  make  a  spe- 
cially attractive  rate  in  order  to  fill  a  steamer.  The  railroad  atrents  are  notified  ofit, 
and  they  go  around  among  the  shippers  and  get  a  cargo.  There  is  not  necessarily 
any  cutting  of  the  railroad  rates.     (615.) 

Mr.  Talcott,  aadstant  to  the  president  of  the  Seaboard  Air  Line,  says  that  so  far 
as  he  knows  freight  rates  are  well  maintained  at  the  present  time.  There  is  business 
enough  for  all,  and  there  is  very  little  temptation  to  disturb  rates.     (627.) 

Mr.  Mabxhau,  of  the  Illinois  Central  Bailroad,  says  there  is  but  little  of  what  are 
known  asspecial-commodity  rates  (designed  to  favor  particularshippers),  rebates,  etc, 
in  existence  at  this  time.  The  practice  was  in  vogue  before  the  interstate-commerce 
law  went  into  effect  of  giving  speoal  rales  from  large  jobbing  centtoa,  but  it  has 
practically  ceased.     (437-439.y 

Mr.  GniLi.AVDEU,  of  the  Old  Dominion  Steamship  Company,  says  that  if  the  Inter- 
state Commerce  Commission  bad  power  to  insure  the  maintenance  of  published  tariff 
rates  it  would  not  beneflli  the  steamship  lines.     Bates  in  the  Southern  territory  are 
particnlarly  well  maintained.     Secret  rates  and  so  on  are  almost  unknown.     (448. ) 
Mr.  NicRoi«oH  testifies  that  the  railways  have  made  an  or^nized  attempt  to  get 
rid  of  secret  rate  cutting,  and  seem  able  to  cope  with  the  difficiilty.     The  community 
of  interest  of  railroads  is  the  greatest  factor  in  respect  to  maintaining  rates.     (728.) 
Mr.  Gbeeke,  of  the  Audit  Company  of  New  York,  thinks  that  combinations  among 
railroads  will  reduce  the  evil  of  personal  discriminations  so  that  the  question  will  no 
longer  bea  burning  one.     He  believes  also  that  tlie  penalty  for  discriminations  should 
be  placed  npon  the  railroad  corporation  rather  than  its  omcers  individually,     (487. ) 
Mr.  WooDLocB,  railroad  editor  of  the  Wall  Street  Journal,  declares  that  the  pay- 
ment of  rebates  and  the  making  of  discriminations  is  nearly  a  d^id  practice.    lutes 
are  uniform  to  shippers  te  a  degree  greater  than  ever  before.     (464, ) 

Mr.  Andkrson,  secretary  of  the  Chamber  of  Commerce  of  Pittsburg,  says  that  some 
3  years  ago  the  chamber,  believing  that  the  railroads  were  discriminating  against  the 
city,  oi^ni7«d  a  traiisi>ortation  Doard  and  employed  one  of  the  most  competent 
men  they  could  get  to  take  charge  of  it.  That  bureau  was  maintained  2  years, 
and  was  discontinned  as  a  department  of  the  chamber  of  commerce  simply  because 
nobody  could  be  found  who  nad  any  complaints  to  make  against  the  transportation 
niterests.  Mr.  Anderson  knew  in  past  years  of  the  CTistence  of  discriminations,  and 
he  bad  sappoeed  that  they  stilt  existed;  bnt  they  seem  to  have  disappeared.     (639, 

Mr.  Dcw^p,  manager  of  two  small  railroads  in  Georgia,  does  not  tliink  that  thQt« 
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are  any  dlBciiminations  of  consequence  ae  between  different  Bhippere  in  the  Southern 
States.     He  Bays  in  particular  that  his  lines  do  not  cut  rates.     (2,  4. ) 

Mr.  Bacon,  of  the  Michigan  Alkah  Gampany,  does  not  believe  that  there  are^ny 
discriminatioiiH  i>etween  persona  in  the  shipment  of  alkali  products.  His  own  com- 
pany gets  the  open  rate.  The  railroads  eohcit  businees,  but  never  otter  to  reduce  the 
rate,  and  the  witnen  believes  that  his  three  or  four  competitors  get  no  advantage  in 
ratee.     (85.) 

3.  New  England.^-Wis.LiA}i  Z.  Ripur,  professor  of  economics  in  the  MasBachusetls 
InHtitute  of  Technology,  says  that  rat^  are  being  cut  in  New  England  anywhere 
from  30  to  40  per  cent  on  west-bound  traffic.  He  refers  to  a  case  where  a  large 
shipper  is  sending  flrst-clasi  freight  from  Boston  to  Seattle  for  95  cents  per  handreil 
pounds,  while  the  published  rate  is  $1.25.  The  reaeon  for  the  extended  cutting  now 
going  on  is  that  the  large  amount  of  exports  and  the  large  amount  of  traffic  going 
east  nave  turned  a  great  many  empty  cars  upon  the  seabcHird  and  there  is  great  com- 
petition among  the  roads  for  fiUmg  those  cars  to  the  weeL  Ordinarily  Canadian 
roads  are  allowed  by  the  American  roads  a.  difierential  and  given  on  advantage  in 
freight  rates  to  Chict^o  ranging  anywhere  from  10  cents  up  upon  a  hundred  pounds. 
American  trunk  lines  have  now  be^n  to  cut  under  the  differential,  and  traffic  which 
for  a  great  many  yeara  has  been  going  over  the  Canadian  lines  is  now  being  diverted 
over  some  of  the  main  trunk  lines.  This  rate  cutting  is  not  due  to  the  desire  of  the 
eafltem  trunk  lines  to  cut  rates.  It  is  forced  upon  them  by  the  situation.  The  lax 
weelem  connections  of  these  lines  apparently  are  desirous  of  securing  business  which 
shall  be  diverted  to  their  lines  by  thceastcrn  trunk  lines,  and  they  notify  their  east- 
ern connections  that  any  busintsa  diverted  to  them  will  be  taken  at  a  considerable 
cut  The  eastern  trunli  lines,  tlierefore,  must  either  take  business  and  transfer  it  to 
their  western  connections  at  a  reduction  or  allow  it  to  go  over  some  other  competing 
trunk  line.  Bome  roads  would  be  glad  to  do  away  with  the  rate  cutting  and  would 
welcome  any  amendment  to  the  int«rstat«-commerce  law  which  would  enable  them 
to  mamtain  rates.     (286-290. ) 

Professor  Fabsons  refers  to  the  discriminations  prevailing  on  the  Boston  and 
Albany  road  previous  to  ita  lease  by  the  New  York  Central,  and  also  subsequent  to 
that  time,  and  from  a  report  of  the  Massachusetts  railroad  commission,  which  wos 
admittedly  made  by  some  officer  of  the  Boston  and  Albany  Railway  Company  (the 
railroad  commiswon  not  having  any  knowledge  of  the  facte  or  any  power  to  ascertain 
them),  it  appeared  that  the  reductions  made  in  recent  yeais  irom  the  published 
freight  rat^  were  in  luanv  instances  as  h:^h  as  73  per  cent,  and  in  nearly  all  instances 
as  much  as  10  per  cent;  that  shippera  did  not  dare  to  compMn,  even  when  invited  to 
do  so  hy  the  Mai«achusett8  railway  commission,  because  of  the  fear  that  they  would 
receive  worse  treatment  at  the  hands  of  the  company.  The  report  ot  the  railroad 
conunision  on  this  mibject  is  quoted  in  full. 

Professor  Parsons  declares  tliat  in  his  opinion  the  discriminations  miade  by  the 
Boston  and  Maine  Railroad,  as  well  as  by  the  New  York,  New  Uaven  and  Hartford 
rend,  were  sufficient  to  create  a  monopoly  in  favor  of  individual  shippers;  that  a 
monopoly  is  an^  advantage  which  tends  t«  shut  out  competition.  He  gives  many 
instances  of  particular  discriminations  in  freight  rates,  and  argues  that  in  every  one 
ot  those  instances  the  party  in  whose  favor  the  discrmunation  was  made  had  been 
given  a  sufficient  benefit  to  enable  him  to  build  up  a  business,  while  the  lees  favored 
competitor  was  compelled  to  eo  out  of  business.      (120-132..) 

Professor  Parsons  refers  to  discriminations  by  the  Fitchburo  Railroad,  the  Boston 
and  Albany,  and  the  New  York,  New  Haven  and  Hartford,  as  shown  by  recent 
investigations.  The  discriminations  practiced  by  these  several  roads  relatod  to  local 
traffic  only.  Those  by  the  New  York,  New  Haven  and  Hartford  were  shown  by  Mr. 
Cowles  to  be  even  worse  than  those  of  the  Boston  and  Albany.  The  discriminations 
were  not  always  a  matter  of  personal  favoritism,  but  were  very  often  forced  upon  the 
niMds  by  the  large  shippers,  who  threatened  to  take  the  trade  to  another  road. 
Sometimes,  however,  the  purpose  of  discrimination  is  to  let  the  favored  peraons 
realize  a  large  profit,  while  at  other  times  the  managers  of  the  roads  themselves 
share  in  the  profit,  as  was  or^^inally  the  case  in  the  bmldiog  up  of  the  Standard  Oil 

^vi^or  I^rsons  states  that  in  the  investigation  of  the  Boston  and  Albany  case  it 
had  been  fonnd  that  discriminations  had  been  resorted  to  by  the  road  to  build  up 
manu&Lctories  on  the  line  of  the  road  by  giving  special  rates.  The  Maasachusetts 
railroad  commission  in  1894  disclosed  the  fact  that  the  average  freight  rate  on  New 
England  roads  was  about  double  the  average  freight  rate  in  the  Middle  States  or  in 
the  Middle  West  and  nearly  double  the  average  freight  rate  for  the  whole  United 
States,  and  the  commission  argued,  therefore,  tnat  the  result  of  these  personal  dia- 
criminaUons  had  been  unfavorable  to  New  England  generally,  and  eepedaJly  to 
BMton.    The  leasing  of  the  Boston  and  Albany  by  the  New  York  Ceatnu  haa  even 
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B  gntter  tendency  in  that  direction,  becftose  the  New  York  Central  ia  intereet^d  in 
the  boilding  uu  of  New  York  City.     (132,  133.) 

4.  Pacific  eoatt. — Mr.  Wrbelbr,  of  the  San  Francisco  Board  of  Trade,  says  that 
there  is  no  occasion  for  making  rebates  during  a  rate  war,  but  that  when  the  war 
ceaaea  there  is  a  tendency  to  grant  snch  rebates  and  secret  discrimiiiationfl.  The 
witneee  does  not  beUeve  there  is  a  single  shipper  on  the  Pacific  coast  who  has  not,  at 
one  time  or  another,  received  these  discriminating  rates.  At  the  same  time  the 
thinking  shippers  have  made  every  effort  to  prevent  them.  The  only  reaaon  why  a 
enod  merchuit  seeks  a  rebate  is  in  order  to  pat  tumaeU  on  a  level  with  hiscompetiter 
whom  he  knows  gets  one. 

Thel'ad&c  coast  raiboadsdefended  their  practice  of  making  secret  rebates  formerly 
on  the  groond  that  the  Canadian  Pacific  insisted  upon  being  allowed  to  make  rates 
10  per  cent  lower  than  those  on  the  direct  routes,  in  view  of  the  diwd vantages  of  the 
ronndabout  line  and  of  the  necesity  of  transferring  goods  from  rail  to  water  in  order 
to  reach  San  Fiancieco.  The  American  railroads  held  that  the  Canadian  Pacific  was 
not  entitled  to  the  business  and  that  they  would  not  allow  it  to  get  the  business,  so 
that  the  rates  were  cut  secretly  in  order  to  overcome  this  10  per  cent  differential. 

"■     ■      ■  .      .      .  ^      ^ '      •  ■    'orthe 
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,       ;r  the  (Radian  Pacific  line  at  all.  The 

f  business  in  San  Francisco  territory,  which  no 

re  belongs  to  it  than  VictoriaandVancouver  belong  to  the  Southern  Pacific.  (748. ) 
Mr.  Stcbss,  of  the  Southern  Pacific  Company,  says  that  the  secret  discriminations 
which  it  is  claimed  were  formerly  made  in  order  to  meet  the  Canadian  Pacific  difiei^ 
entjal  no  longer  have  any  motive  since  that  difierential  has  been  abolished.  He  sup- 
poses that  there  may  have  been  some  rate  cutting  by  the  lines  east  of  the  Misssouri 
liiver,  though  be  was  not  in  a  position  to  know.  He  states  definitely  that  there  is 
now  no  rate  cutting  oy  the  Southern  Pacific  Company.     (762.) 

5.  SUmdard  Oil  Company. — Profeesor  Parsons  declares  that  advant^es  in  rates  are 
given  the  Standard  Oil  Company  by  railways  in  comparison  with  the  rates  given  to 
other  oil-refining  companiee.  He  states  that  from  Cleveland,  Ohio,  to  Boston  the 
rate  on  oil  was  24  centBi  but  from  Cleveland — the  headquarters  of  what  was  known 
as  the  Western  refining  interests,  which  was  opposed  to  the  Standard  Oil  monopoly — 
to  any  other  point  in  New  England  the  rate  was  the  Boston  rate  plus  the  lo<»l  rate 
from  Boston  to  the  point  of  shipment.  The  Standard  Oil  Company  had  enormous 
oil  tanks  near  Boston  and  shipped  its  oil  there  by  boat,  and  thus  was  able  to  drive 
the  Western  refining  interests  practically  out  of  the  New  Ei^land  field  by  reason  of 
the  lailwav  discriminations. 

He  further  states  that  the  oil  tanks  of  the  Standard  Oil  Company,  which  ordi- 
narily weigh  from  35,000  to  50,000  pounds,  were  billed  through  by  the  New  England 
roads  at  24,1NK)  pounds  and  were  paid  for  on  that  basis.  The  railways  attributed 
these  discrepancies  to  error;  but  it  was  very  significant  that  all  the  errors  were  in 
favor  of  the  trust  and  none  against  IL  This  witnete  says,  further,  that  the  Standard 
Oil  Ctnnpany  had  a  large  refinery  near  Chicago,  and  that  the  rate  on  oil  from  Chicago 
to  New  Orleans  was  made  25  per  cent  lower  than  from  Cleveland  to  New  Orleans, 
thus  driving  the  Cleveland  refiners  out  of  the  New  Orleans  field.     (126, 12S. ) 

B.  Hetbods  of  dlscrlminatloii.— 1.  OeneraUy.—Proffmot  Riplev  says  that 
ratecnttingiSBometimesdoneby  means  of  the  subterfuge  of  a  "hold  over."  Ratesare 
cnt  and  the  explanation  made  that  the  road  has  a  long-time  contract  with  the  shipper 
to  whom  the  cnt  rates  are  Pyen.  Bate  cutting  is  sometimes  accomplished  through 
the  giving  of  rebates.  A  Western  road,  for  instance,  may  deposit  an  amount  of 
money  in  a  Boston  bank  to  the  credit  of  a  certain  New  England  freight  agent.  The 
tgeat  is  anthorized  to  draw  upon  that  for  cash,  which  he  pays  out  in  rebates,  the 
shipper  of  course  paying  by  check  for  the  full  amount  of  the  established  rate,  that 
being  a  matter  of  record.  Arainj  rate  cutting  may  be  done  through  the  underclaasi- 
ficahon  of  freight,  i.  e..  freight  is  classified  at  a  rate  lower  than  that  at  which  it 
shonld  be  classified.  The  process  of  underbilling  is  another  means  by  which  rales 
are  cnt  The  shipment  is  made  at  a  rate  tor  a  long  through  haul.  The  freight  is 
thai  taken  off  at  an  intermediate  point  to  which  the  local  rale  would  be  considerably 
bi^er  than  its  proportion  of  a  through  rate. 

l^ie  existence  of  rate  cutting  is  very  widespread.  The  onlv  way  to  stop  it  is  to  do 
»My  with  competition.     (286-290.) 

2.  t^tdtmifi^o^^o'^  of  goodf — UnderbUliTig  (see,  also,  Clagnficalum  Tngptdon,  p. 
uixn).— 3^".  Gbiswold,  general  freight  and  paaienger  agent  of  the  Western  Mary- 
kid  Roiiroad,  says  that  the  agents  and  receiving  clerks  of  his  road  are  directed  to 
nteh  clooely  and  see  that  articles  shipped  conform  to  the  invoice  furnished  by  the 
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shippere.  In  practice,  however,  the  road  is  largeljr  dependent  on  the  good  faith  of 
the  ahippeifi.  It  ia  not  poseible  to  know  without  examination  what  the  hidden  con- 
tenta  of  the  caeea  are.  The  Baltimore  and  Ohio  and  the  Pennsylvania  have  an 
inspection  bureau  at  Baltimore,  hut  ithaanot  been  extended  to  the  other  linea  there. 
Mr.  Griswold  does  not  think  that  a  Government  inepectjon  would  be  superior  to  one 
established  by  the  rutroads.     (628.) 

Professor  RiPLBi  eayathat  in  many  reepecls  the  roaila  are  at  the  mercy  of  the  ship- 
pers. A  shipper  may  underclafflify  his  eooda  and  get  seoond  or  third  claea  rates  on 
goode  wliich  ought  to  come  under  a  higher  classification.  The  shipping  agent  can 
never  be  sure  from  his  peiBonal  knowledge  that  goods  are  properly  clasained.     (288. ) 

Mr.  McGovxsN,  of  the  Southern  classification  committee,  testifies  that  by  under- 
hilling  is  meant  the  under  reporting  of  weight  or  false  description  of  goods  for  the 
purpose  of  getting  a  reduced  rate,  and  he  says  it  is  one  of^  the  most  troublesome 
things  with  which'the  transportation  companies  have  to  deal.  Itis  not  only  because 
companies  lose  revenue  by  underbilling,  but  it  prevents  the  honest  shipper  from 
doing  businessordrives  him  into  the  same  unfair  practices  himself.  Several  examples 
were  ^ven  of  the  unjust  practice  of  underbilling.  In  one  of  the  Southern  Statee  a 
large  jobbing  house  was  found  to  be  underbilling  to  the  extent  of  from  111  to  |60  a 
day.  The  worst  feature  of  this  particular  case  was  that  in  the  same  city  another 
house  in  the  same  line  of  business  did  not  underbill,  and  lost  a  coDsiderable  amonnt 
of  trade  because  of  its  honestv.  Whisky  and  vinegar  are  sometimes  billed  aa  molas- 
ses, because  the  rates  on  molasBea  are  lower  than  they  are  on  whisky  and  vinegar. 
There  seems  to  be  systematic  underbilling  going  on  all  the  time.  Sometimes  a  large 
piece  of  macbinezy  is  taken  apart  and  its  component  parte  shipped  as  rough  castings 
merely  to  get  a  lower  freight  classification. 

Onlj;  a  very  small  per  cent  of  the  total  amount  of  underbilling  is  connived  at  hy 
the  r^lroads.  In  many  cases  it  is  started  by  the  soliciting  ssent  of  the  rood,  per- 
haps, who  is  greedy  for  the  business  and  tells  the  shipper  how  he  can  avoid  thecla^- 
fieations  by  the  proceea  of  underbilhng;  but  this  is  m  a  very  small  percentage  of  the 
cases.     The  practice  seems  to  be  increasing  rather  than  diminishing. 

The  classincation  committee  has  no  machinery  by  which  it  can  protect  the  roads 
from  the  evils  of  underbilling,  but  the  traffic  associations  have  taken  measures  to  pre- 
vent it  whenever  they  can,  and  have  agents  whose  business  it  is  to  ferret  out  cases  of 
this  eort.  Any  single  road  would  find  it  difficult  to  enforce  the  classification.  It 
should  he  from  a  general  or  jointagency  of  all  the  roads  in  the  classification  territory. 
The  witness  does  not  think  the  Interstate  Commerce  Commission  could  be  of  any 
efliieient  servire  in  preventing  underbilling.  The  railroads  are  perfectly  competent 
to  take  care  of  themselves  on  this  (jueetion  if  they  want  to  do  so,  and  it  they  do  not 
the  commission  would  find  great  difficnlty  in  doing  it.     (672-674.) 

3.  Private  ctxrt.'— Mr.  McGovebn  testifies  that  one  of  the  principal  ways  in  which 
discrimination  is  now  practiced  is  bv  private  companies  owning  their  own  cars  and 
carrying  goods  at  lower  rates  than  the  railroad  companies  do.  This  is  ofton  done  by 
the  railroads  allowing  the  private  company  a  greater  rate  per  mile  for  wheelage  than 
is  paid  others,  sometimes  as  much  as  1  cejit  per  mile  per  car  being  paid  to  the  owner 
of  the  car.      (674.) 

4.  Carlage.-~Mi.  Nicholson,  of  the  Central  Railway  Clearing  House,  teetifles  that 
what  is  known  as  cartage  in  railway  parlance  is  brought  about  by  a  line,  in  order  to 
secure  business,  agreeing  to  cart  goods  without  any  charge — in  other  words,  to  include 
cartage  in  the  rate.  The  Central  Railway  Clearing  House  would  not  know  anything 
about  the  existence  of  this  practice.  He  thinks  there  is  not  as  much  of  this  sort  of 
business  as  formerly,  because  the  bills  now  ordinarily  specify  a  certain  amount  for 
cartage.     (726. ) 

5.  Shrinkage  of  through  rcUei. — Mr.  Nicnoiaos  testifies  that  it  would  be  possible 
where  two  lines  are  interchanging  trafiic  for  the  Eatitern  trunk  line  to  accept  the 
regiilar  pnblished  tariff  rate  and  at  the  same  time  enter  into  an  agreement  that  the 
Western  line  wonid  shrink  its  percentage  of  rate.  That  would  not  go  into  the  clear- 
ing house.  The  waybills  would  be  made  to  read  correctly,  and  any  shrinkage  would 
be  taken  care  of  in  some  other  way.  He  does  not  know  of  any  of  that  at  the  present 
time.     (728.) 

C.  Dlflcrimlnallona  as  affected  by  teRUIatlon.— Professor  PAosoira  does 
not  believe  it  possible  to  remove  discriminations  hy  legislation  of  a  regulative  char- 
acter, because  the  railway  managers  could  give  preference  by  through  car  service, 
car  mileage  allowances,  elevator  commissions,  and  subsidies  of  various  kinds,  or  by 
a  private  arrangement  in  the  shape  of  direct  bribery  where  no  record  ot  the  transac- 
tion is  kept.  Discriminations  can  not  possibly  be  wiped  out  so  long  as  the  roads  are 
in  private  hands,  and  the  only  way  to  do  away  with  them  is  to  remove  the  cause — 
antagonism  of  interent  between  the  managers  of  the  road  and  the  public  by  govern- 
mental ownership.    In  Germany,  New  Zealand,  and  Australia  personal  discrimina- 
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tions  were  entirely  aboUehed  after  the  roads  were  taken  over  b^  the  government, 
and  in  not  one  of  the  30  conntriea  of  the  world  owning  and  operating  tlieir  own  rail- 
roadB  have  any  complaints  ever  been  made  with  reference  to  personal  discriminatioQ. 
(133,  134.) 

Mr,  McuovKRM  believefl  there  is  adequate  l^pslation  on  thiaaabjectat  present,  and 
possibly  it  wonld  be  better  if  the  penalty  were  made  leae  severe.  The  penalty  now 
IB  fine  and  imprisonment.  If  the  imprieonment  featore  were  eliminated  it  might  be 
better,  as  it  is  difficult  to  ^t  a.  railroad  agent  or  a  shipper  to  testify  a^inat  another 
when  the  penalty  for  the  infraction  of  the  law  is  impnsonment.  The  fine  should  be 
made  cumulative  if  it  could  be  shown  that  the  violation  of  the  law  is  deliberate  and 
intentional  and  has  been  followed  for  any  length  of  time.     (674.) 

V.  jaaaanasfA.'nos  bbtwbem  pieces. 

A.  Oeaeral  piinclplet— Dltcuulon  (see  also  Differtidial  rata,  p.  xcii). — 
1.  Practice  a*  to  Umg  and  tkort  Aaub. — Professor  Riplby  presente  a  diagram  for  the 
purpose  of  illustrating  the  practical  working  of  the  long  and  short  haul  clause  in  the 
mterstBl«  commerce  act,  which  permita  ratoi  for  a  longer  haul  te  be  lower  than 
thoae  for  a  shorter  haul  over  the  same  road  where  conditions  are  dissimilar.  Often 
over  a  long  stretch  of  noncompetitive  territory  situated  between  two  competitive 
points  rates  will  not  vary  at  all.  This  is  sometimes  true  of  a  stretch  of  200  or  300 
miles.  When  a  competitive  point  ia  reached  iat«s  take  a  sudden  drop.  Beyond 
the  competitive  point,  in  a  noncompetitive  Geld,  the  rat«s  rise  suddenlyi  and  all 
that  the  traffic  will  bear  in  the  way  of  rates  is  put  on  until  the  next  competitive 
point  IB  reached.  Frequently  at  theee  competitive  points  a  secret  rate,  less  than  the 
published  rate,  is  given.  The  result  is  that  these  competitive  points  have  a  great 
advantage  over  places  where  there  is  no  competition.     (296, 297.) 

Mr.  Gribwold,  genera!  freight  and  passenj^r  agent  of  the  Western  Maryland  Rail- 
road, is  aware  of  tne  existence  of  higher  chaijres  for  the  shorter  than  tor  the  longer 
haul  in  some  parts  of  the  South,  on  account  of  water  competition.  Hedoeenotknow 
of  any  such  practices  in  any  territory  north  of  Virginia.  His  own  road  does  not 
charge  more  for  an  intermediate  than  for  a  terminal  point  in  any  case,  either  on 
interstate  or  intrastate  business.  He  would  not  consider  it  good  policy.  It  is  a  dis- 
advantage to  the  people  on  the  line  of  the  road  and  an  inconvenience  to  the  railroad 
company  to  have  different  methods  of  making  rates  for  interstate  business  and  for 
intrastate  busineee  in  the  same  territory.  Moreover,  it  would  injure  the  road  in 
injnrinp  the  communiti^  served  by  it.  Whatever  harms  any  communitv  or  any 
set  of  snippers  tends  to  injure  the  road;  and  thirf  is  a  universal  principle.     (616. ) 

Mr.  Gnswold,  however,  suspects  that  hieher  charges  for  shorter  hauls  than  for 
longer  do  exist  in  some  cases  m  the  North,  New  York  and  Chicago,  but  he  does  not 
think  it  is  intentional.  In  meeting  certain  conditions  other  cases  are  sometimes 
overlooked  which  ought  to  have  been  met  at  the  same  time.     (628. ) 

2.  Righlt  of  locaiiliet. — Mr.  Whebles,  especially  in  connection  with  his  discussion 
of  the  faille  coast  rate  situation,  points  out  that  the  railroads  have  enormous  power 
to  promote  one  section  of  the  country  at  the  expense  of  another.  While  it  is  claim^l 
that  the  interests  of  the  railroads  and  of  the  snippers  are  the  same,  it  is  nevertheless 
tme  that  the  interests  of  shippers  in  different  sections  are  often  opposed  to  one 
another  and  the  railroads  may  side  with  one  or  the  other.  This  witness  thinks  each 
section  orcity  should  be  allowed  the  benefit  of  Its  own  advantage  of  situation.     (74.^) 

Mr.  Wilson,  of  the  Cincinnati  chamber  of  commerce,  declares  that  there  has  l>een 
too  much  paternalism  practiced  by  the  lailroads.  The  railroads  have  no  right  to 
asenme  paternal  functions  over  any  city,  locality,  or  individual.  This  policy  has 
benefitea  the  Eastern  cities  at  the  expense  of  the  West.  Nevertheless  the  Northwest 
and  immediate  North  are  gaining  in  that  business  all  the  time  in  spite  of  the  discrim- 
inations in  favor  of  the  Northeast.     (695. ) 

3.  Pmcer  of  raUroade. — Profeasor  Riplkv  says  that  the  railroad  has  the  life  and 
death  of  manufacturers  in  its  hands.  He  remeinl>ers  hearing  of  an  attempt  which 
was  made  to  eetablish  a  paper  pulp  factory  at  Denver.  The  men  back  of  the  scheme 
were  notified  by  one  of^the  roads  that  if  they  established  a  nulp  mill  at  Denver 
which  would  prevent  lai™  shipments  of  freiglit  which  had  formerly  come  from 
Wisconsin,  the  road  would  kill  the  business  at  any  cost.  Whether  this  mill  was 
Buheequently  established  or  not  Mr.  Ripley  does  not  know.  He  believee  that  the 
power  of  the  roads  is  equally  great  over  the  miner  of  coal  and  ore  and  the  producere 
of  other  commodities.     (287,288.) 

Mr.  McGovBRN,  of  the  Southern  Classification  Committee,  declares  that  railway 
rates  have  less  to  do  with  the  building  up  of  communities  than  people  generally 
imagine.  Of  course,  if  the  railroads  should  set  out  with  the  deliberate  intention  to 
kill  one  town  with  frdght  rates  and  to  boild  up  another  by  a  sort  of  hothouse  proc- 
ess, tbey  might  b«  able  to  do  it  as  aijHinst  local  wealth  and  energy;  but  aa  a  general 
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proporation  the  g^wth  of  Iowdb  does  not  depend  veiy  lajwel]'  upon  ratee,  but  more 

upon  the  enterpriBe  and  push  of  the  citizens  of  the  town,  Mftoy  matanceB  were  given 
anil  comparisocis  inade  where  cities  having  better  railway  facilities  and  lower  rates 
had  not  grown  wj  rapidly  aa  cities  leee  favorably  situaled.     (686.) 

4.  Ductugion  at  to  ivttijiealwn  of  digerimination  beltjeen  tmaU  and  large  Unnm. — Pro- 
fessor RiPLET  Bays  tnat  the  question  involved  in  discriminatiou  as  to  localities  is 
whether  a  given  tonnage  shall  come  from  20  sources  or  whether  it  shall  come  from 
1,000  Bources;  whether  there  shall  be  a  few  large  industries  or  a  great  number  of 
small  ones.  The  effect  of  local  diecriminatton  is  (o  concentrate  business  and  popula- 
tion in  a  few  centers.  Business  enterprises  are  abandoned  in  a  place  diacriniinated 
againet,  not  because  it  has  become  more  expensive  to  manufacture  at  tliat  particular 
place  than  formerly,  but  because  it  is  much  cheaper  to  carry  on  business  in  some 
other  place  on  account  of  the  better  railroaii  facilities  ofiered.  It  m  at  places  in  favor 
of  which  railroad  discriminations  are  made  that  the  plants  of  the  f^reat  industrial 
combinations  are  located.  The  doing  away  with  local  discriminations  would  lead 
to  a  much  more  widespread  distribution  of  iuduetriee  in  the  small  towns  of  the  coun- 
try with  less  of  tlie  aggr^ation  of  industries  in  particular  centers  which  get  the 
benefit  of  competitive  rates.     (295-299. ) 

Hr.  Marehaii,  of  the  llhnois  Central,  slates  that  the  statistics  given  (atx)ve,  p. 
Lxxiv)  in  respect  to  the  reduction  of  railway  rates  refer  almost  wholly  to  through  ratee, 
but  that  there  has  been  also  a  reduction  iu  local  rates,  though  not  correspondingly 
so  great.  The  rates  on  cotton  have  lieen  revised  two  or  three  times  in  the  last  20 
years,  and  there  were  reductions  in  merchandise  in  the  Southern  States  as  well  as  in 
the  Northern  States  traversed  by  the  Illinois  Central.  The  ezce^ve  reduction  on 
through  rates  does  not  entail  a  burden  on  the  railroads,  because  if  the  roads  did  not 
take  wis  competitive  business  at  the  low  rates  they  would  lose  so  much  revenue, 
which  woold  have  to  be  made  up  on  the  traffic  from  noncompetitive  points.  If  we 
divide  the  whole  expense  of  the  railroad  up  into  three  parts,  the  roads  could  not 
control;  the  question  to  be  determined  is  whether  it  will  pay  "movement  expense," 
The  other  two-thirds  expense  goes  on  whether  that  business  is  taken  or  not,  and  anv 
amount  in  excess  of  this  "  movement  expense"  that  can  he  obtained  is  just  so  much 
more  that  can  be  applied  toward  meeting  the  fixed  two-thirds  expense,  and  thereby 
enables  the  road  to  make  the  burden  tnat  much  lighter  for  the  local  or  noncom- 
petitive trafiSc.  The  movement  of  thiti  competitive  freight  will  not  always  incur 
even  the  entire  expense  embraced  in  the  severkl  items  comprising  the  "movement 
expense;"  one-third  of  it  is  interest  on  stock  and  bonds;  another  one- third  tie  fixed 
expense  of  the  mtunteuance  oE  statioaa  and  station  grounds,  salaries  of  the  general 
officers  and  operatives,  which  it  is  necessary  to  retiun  whether  the  competitive  buai- 
uesB  is  taken  or  not,  these  two  items lieing  denominated  "fixed  expense."  "Move- 
ment expense,"  making  up  tbe  other  thinl,  consiste  of  the  wages  of  engineers,  fire- 
men, conductors,  brakemen,  repairs,  fuel,  oil,  waste,  water,  and  wear  and  tear  of 
rails  and  track.  As  competitive  traffic  is  offered  at  certain  specified  rates  made  by 
infiuencee  which  the  railway  can  not  control,  the  "movement  expense"  of  such 
traffic  m^ht  be  decreased  considerably,  so  that  tbe  entire  additional  expense  of  the 
movement  of  the  competitive  freight  would  in  many  cases  be  inappreoabte.  This 
low  expense  may  be  covered  h^  very  low  rates  without  injury  to  any  community  or 
locality,  and  yet  the  rates  which  the  railroad  must  charge  upon  other  traffic  would 
necessanlv  be  higher  in  order  that  the  entire  cost  might  1^  covered  and  the  property 
safel}[  ana  successfully  operated. 

This  apparent  local  discrimination  helps  the  local  point  as  well  as  the  comp^tive 
point,  that  the  railroad  by  taking  the  goods  at  the  competitive  point  at  low  rates 
makes  a  httle  profit,  which  is  just  that  much  added  to  its  receipts,  and  is  just  that 
much  advantage  to  the  local  points.  The  railroad  can  add  to  its  receipts  more  than 
to  its  expenses  by  taking  such  competitive  traffic. 

A  community  of  interest  in  some  way  might  prove  beneficial  in  preventing  the 
gradual  decrease  in  rates  at  competitive  pomts,  but  the  things  that  have  operated 
largely  to  reduce  those  rates  have  been  the  rivalry  of  towns  situated  on  different 
roads  and  the  necessities  of  commercial  communities.  Railroads  that  serve  particu- 
lar commuruties  or  trade  centers  can  not  resist  the  demand  for  putting  those  people 
on  a  plane  where  they  will  be  enabled  to  do  business  and  build  np  the  railroads  as 
well  as  the  towns.  The  witness  does  not  think  there  is  any  community  of  interwt 
strong  enough  to  prevent  the  recognition  of  trade  centers.     (436-438. ) 

Mr.  Talcoit,  assistant  to  the  president  of  the  Seaboard  Air  Line,  says  that  to 
charge  more  for  a  shorter  than  for  a  longer  haul  is  a  discrimination,  though  he  will 
not  say  that  it  is  necessarily  an  unjust  discrimination.  When  he  was  In  charge  of 
the  making  of  rates  he  did  away  with  it  on  the  ground  that  the  additional  revenue 
which  might  be  got  by  such  discrimlnatioiiB  was  not  enough  to  justify  his  company  in 
subjecting  itself  to  constant  attacks  for  discrimination,  and  to  the  constant  necesdty 
of  defending  such  ratee  as  just  and  reasonable.    He  r^iards  as  reasonable  the  clause 
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o(  the  interetate-comm^ve  act  which  prohibita  ^ordiimrity)  a  higher  charge  for  a 
shorter  haul,  provided  it  does  not  excluae  competition  by  forcinga  reduction  of  ratve 
to  intermediate  points  that  the  railroad  can  not  submit  to.  He  would  not  approve 
an  absolutely  ironclad  rule.  He  would  not  think  it  always  juat  tfl  forbid  the  meeting 
of  competition,  even  if  it  does  make  a  discriminaUon  againat  intermediate  points. 
But  an  elastic  prohibition,  with  allowances  for  special  cases,  he  considere  justifiable. 
(830-632.) 

Mr.  AndbbboNj  secretary  of  the  chamber  of  commerce  of  Pittabmv,  does  not  think 
that  nnjust  discnminatioDS  between  places  can  long  be  maintained!  If  one  city  or 
ilistrict  is  especialiy  favored,  the  railroads  that  serve  other  districts  will  soon  be  com- 
pelled to  giant  them  the  same  conceBsiona     (638.) 

It  is  true  that  comphunts  existed  up  to  about  the  time  of  Mr.  Anderson's  testimony 
of  discriminations  against  Pittsburg  and  in  favor  of  Buffalo,  in  that  both  Pittsbui^ 
and  Bufialo,  as  termmalpointB,  had  thesame  rate  from  the  West,  though  thedistaoee 
to  Buffalo  is  (greater.  This  f^ve  Buff alo  an  advantage  over  Pittsburg  in  the  largedis- 
tribating  temtory  of  which  it  was  the  center,  and  also  in  ehipmentfl  to  New  York, 
eincfl,  accordit^  to  Mr.  Anderson,  goods  can  be  sent  to  New  York  cheaper  from 
Bofialo  than  from  Pittsburg.     (639,  940,  647. ) 

Mr.  Gkibwold,  general  freight  and  paseecger  agent  of  the  Western  Maryland  Biul- 
road,  can  conceive  of  its  being  the  interest  of  a  road  to  build  np  a  town,  but  not  at 
the  expense  of  other  towns  on  its  line,  fiis  road  might  put  in  a  siding  to  encounwe 
a  new  lactoiy,  or  might  make  a  special  rate  on  the  building  material  for  it.  It  would 
not  give  such  an  establishment  any  rates  on  its  product  which  similar  establishments 
on  the  line  at  other  points  did  not  get;  that  would  be  direct  discrimination,  and  Mr. 
Griswold  does  not  know  of  any  sucn  practice. 

5.  Long  and  short  AauJ  dause  in  Slate  lawg. — Mr.  Talcott,  assistant  to  the  prerident 
of  the  Seaboard  Air  Line,  thinks  that  the  principle  of  the  long  and  short  haul  clause 
bas  been  generally  enforced  hy  the  State  commissions  within  the  Southern  Slates; 
not,  however,  in  Vii^finia.     (631.) 

Mr.  Tkisbebo,  secretary  of  the  State  railroad  and  warehouse  commission  of  Minne- 
sota, says  that  the  railroad  law  of  his  State  contains  a  long  and  short  haul  clause 
simiW  to  that  of  the  interstate-commerce  taw.  The  State  railroad  and  warehouse 
commission  has  an  authority  to  suspend  this  clause,  similar  to  that  of  the  Interstate 
Commerce  Commission.  Two  appucatiouB  for  suspension  have  been  made,  and  both 
have  been  refused.     (365.) 

B.  iMBg  and  ihort  haul  dUciimlnatloiu  In  the  South— Basins- 
point  ■yalem. — 1.  Exitlerux  and  crUicitm  of  practice.— Mr.  WiiaoM,  of  the  Ciu- 
dnnati  Board  of  Trade,  declares  that  the  prosperity  of  the  Southern  States  has 
been  largely  depressed  by  ignoring  the  "  long  and  short  haul "  principle.  The  great 
tronk  syBiems  of  the  country  rarely  have  any  trouble  over  this  clause.  The  south- 
em  territory  is  where  this  difficulty  obtidns,  and  it  ali  centers  around  the  idea  that 
there  must  be  low  rates  to  meet  water  competition  at  certain  points,  anil  that  to 
these  mnst  be  added  local  rates  back  to  the  interior.  The  interior  is  thus  checked 
hj  high  rates.  Advantage  is  given  to  certain  towns,  whether  they  have  commercial 
merit  or  not,  that  merely  happen  to  be  situated  on  a  river,  creek,  or  canal.    This 

Klicy  has  been  very  injurious  to  the  Sonth.  When  the  Louisville  and  Nashville 
ilway  opened  business  after  the  war,  water  competition  was  elective  from  Cincin- 
oati  and  Louisville  to  Nashville,  but  now  it  is  a  very  rare  thing  that  a  boat  loads 
with  freight  from  Cincinnati  to  Nashville,  and  yet  the  rates  made  from  Cincinnati  to 
Hashville  are  based  on  old  river  competition.     (698-607. ) 

Mr.  Wilson  testified  that  the  "basing-point  system"  is  the  successor  of  the  "  long 
and  short  haul "  Bystem  of  making  rates.  Beginning  with  the  theory  that  rates 
must  be  reduced  where  there  is  competition  between  water  and  rail,  the  railways 
extend  that  principle  to  nulway  crossings.  The  effects  are  evil  to  the  roads  and  to 
tbe  people,  often  preventing  the  establishment  of  industries  at  more  eligible  points 
upon  a  railroad  than  at  the  crossings.  The  Pennsylvania  Railroad  has  done  away 
oith  this  system,  with  the  r^ult  that  industriee  are  scattered  from  one  end  of  its 
line  to  the  other.  Soutbem  roads^  especially  the  Louisville  and  Nashville,  have 
operated  on  the  discriminating  pnnciple  very  largely.  The  Cincinnati  Southern 
never  operated  on  it,  and  has  never  had  any  conflict  with  the"longandBbort  haul" 
dsnse.     (697.) 

Hr.  Davakt,  commissioner  of  the  Memphis  Freight  Bureau,  an  organization  of 
merchants  and  manufactnrers,  says  that  the  bureau  has  accomplished  a  good  deal  in 
Ncoring  more  just  freight  rates  for  Memphis  and  its  vicinity.  Tiie  bureau  does  not 
believe,  however,  that  diecriminatioriB  between  long  and  shori  hauls  should  be 
^together  abolished.  It  favors  the  doing  away,  in  whole  or  in  part,  of  diacrimina- 
tiong  gainst  North  and  South  Carolina  mill  points  in  shipments  from  the  West  as 
oompued  with  New  England  and  coast  points,  biitin  shipmentafromNew  Yorkaud 
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the  East  to  St  Louie  and  Memphia  it  flnda  Hemphiaat  a  dieBdvantage  because  the  r^l- 
roods  claim  that  thev  can  not  reduce  the  through  ratee  to  Memphis  without  reducing 
and  diaorganizinf;  all  of  their  local  rates.  The  conditionsof  transportation  at  different 
points  are  so  diHerent  that  it  in  hard  to  establish  any  jnst  rule  in  regard  to  long  and 
short  hauls.  Thewitneseadmile  that  discriminations  againat  intermediate  townsand 
in  favor  of  competitive  points  tend  to  prevent  the  estahlishment  of  factories  and 
industries  at  intermediate  points.  He  says  it  is  uncertain  whether  the  gain  in  busi- 
neas  to  the  railroads  by  fostering  the  establishment  of  industries  at  intermediate 
points  would  equal  the  loes  of  buaineas  at  the  competitive  points  by  maintaining 
hieher  rates  there.     (5,  8. ) 

Mr.  Talcott,  assistant  to  the  president  of  the  Seaboard  Air  Line,  saj^s  that  the  lone 
and  short  haul  clause  of  the  interatate-comjnerce  act  has  never  been  fully  observed 
in  the  Southern  States.  For  instance,  rates  from  Chicago  to  Atlanta  are  higher  than 
the  rates  from  Chicago  to  Savannah  or  Charleston,  though  the  freight  goes  through 
Atlanta  to  reach  thoee  pointe.  Those  conditions  are  caused  by  actual  competition. 
Mr.  Talcott  believes,  however,  that  all  the  roads  have  tried  (o  carry  out  the  law. 
They  have  claimed  that  they  can  not  carry  it  out  in  every  respect.     (830, 632. ) 

Mr.  DuBLAP,  an  officer  of  the  Gainesville,  Jefferson  and  Southern  Railroad  and  of 
the  Tallulah  Falls  Railway,  both  short  lines,  says  that  the  business  of  those  lines  la 
mostly  local,  and  that  discrimi nations  between  long  and  short  hauls  are  of  little 
importance  upon  them.  There  are  three  or  four  common  points  where  these  roads 
have  competition,  and  the  rate  to  them  is  a  little  lower  than  to  the  intermediate 
pointa,     (2.1 

2.  General  dtfenae. — Mr,  McGovekk,  of  the  Southern  Classification  Committee,  tes- 
tifies that  the  principal  difference  between  the  rate  system  in  the  South  and  in  the 
other  two  sections  or  the  country  is  that  in  the  South  there  are  lower  mlee  to  what 
are  called  basing  or  competitive  t>oints  than  to  the  small  local  stations.  These  rates 
were  first  established  in  competition  with  water  transportation,  and  the  hasing-point 
system  grew  out  of  this  principle.  Afterwards  new  rail  lines  were  built  and  there 
was  competition  tietween  oil-rail  carriers  and  between  markets  that  forced  the  rates 
down  to  laiwe  towns  where  there  was  no  water  competition  at  all.  The  roads  have 
not  believed  that  they  ought  to  be  called  on  to  put  down  rates  equally  to  every  inter- 
mediate point  where  competition  does  not  exi^  The  only  difference  in  conditions 
as  between  Georgia  and  Ohio  ia  that  in  Ohio  there  had  been  a  flat  fourth-section 
basis  before  the  interstate-conunerce  law  was  passed.  In  the  South  competition 
exists  not  only  with  the  sensible  traffic  officials,  but  with  others  who  are  not  so  sensi- 
ble, but  who  are  still  doing  what  they  believe  to  be  for  the  best  interests  of  their 
roads.  Competition  is  anything  that  compels  the  carrier  to  reduce  a  rate,  and  one 
competing  rood  would  be  as  much  affected  b}^  it  as  another.  There  is  not  so  much  of 
a  tendency  to  establish  basing  pointa  arbitrarily  in  the  South  as  there  formerly  was. 
They  were  eetablished  and  are  maintained  by  reason  of  competition  and  competitiTe 
ratea     (678-680. ) 

Hr.  Tai/xttt,  assistant  to  the  president  of  the  Seaboard  Air  Line,  says  that  when  be 
was  directly  connected  with  rate  making  in  the  Southern  States  the  tmsing-point  sys- 
tem, in  the  sense  in  which  the  phrase  is  now  used,  had  not  been  developed.  The 
^dtem  on  Western  busLnees  then  was  that  the  roads  north  of  the  Ohio  River  made 
the  same  rate  from  any  given  point,  as  Chicago,  to  all  pointa  on  the  river,  and  the 
roads  eouth  of  the  river  made  the  same  rate  tfom  all  pointa  on  the  river  to  each  inte- 
riorpoint.  The  combination  oftheee  two  rates  to  snd  frora  the  river  made  the 
through  rate.  As  far  as  practicable  the  most  important  distributing  pointa  were  given 
the  same  rate,  to  enable  them  to  develop  equally.  The  rates  to  other  pointa  were 
genet^ly  made  by  adding  to  the  rates  to  these  distributing  puiuts  the  local  tariff  of 
uie  road  over  which  the  freight  went.  This  was  a  reccwnition  of  the  general  princi- 
ple which  is  used  in  the  present  basing-point  system,     [629, 630. ) 

Mr.  Markham  states  that  what  is  known  as  the  "basing  point  system"  of  the 
Southern  States  is  simply  that  when  a  town  has  grown  to  any  importance,  so  as  to 
have  a  wholesale  business,  then  it  geto  rates  which  are  related  to  rates  that  are  made 
to  other  jobbing  centers.  The  system  would  start  from  a  point  like  Atlanta  or  New 
Orleans  and  gradually  extend  to  other  towns  that  were  of^  suiEcient  commercial  im- 
portance to  justify  the  receipt  of  as  good  rates  as  tlie  larger  cities.  The  rates  are  not 
always  the  same  to  the  different  pointa,  but  their  relations  to  each  other  are  such  as 
to  enable  each  place  to  trade  in  the  outlying  territory  that  might  be  claimed  as  trib- 
utary to  it.  The  determination  of  what  should  be  a  basing  point  is  somewhat  arbU 
trary  and  involves  an  infraction  of,  or  an  exemption  from,  the  long  and  short  hsM 
clause  of  the  Interstate  Commerce  law.  The  rates  from  New  York  and  Chicago  to 
the  same  territor;^  are  related.  A  rate  from  one  place  could  not  be  changed  with- 
out a  demand  being  made  for  a  reduction  in  the  other  rate.  The  rates  were  very 
early  fixed  from  Baltimore,  Cindnnati,  Louisville,  and  St.  Louis  to  the  southern  ter- 
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ritoiy  near  the  Hiariamppi,  and  changee  have  been  nuwle  from  time  to  time  in  the 
rates  so  as  to  equalize  them  from  the  rariouB  points.     (439. ) 

Hr.  Markham  states  further  that  the  competition  of  the  rivers  made  the  mil  ratee 
in  the  first  inat&nce.  The  difierentialB  established  at  that  time  obtain  to  a  large 
extent  now.  Many  oommcrciai  conditions  prerajlii^;  may  necessitate  changes 
of  late.  In  a  meetii^  of  the  traffic  managers  of  the  various  competing  i^lway 
Unee  various  influences  arise,  and  it  often  reijiuiree  a  long  time  to  eetabjisli  certain 
fixed  differentials  between  the  various  ahippmg  places  and  a  common  trade  center, 
each  manager  being  particularly  anxious  to  secure  the  trade  for  hie  owu  line  ana 
threatening  to  make  other  special  rates  if  not  given  equal  treatment.  The  de- 
fense set  up  by  the  Southern  railways  before  the  Interstate  Commerce  Commision 
and  the  United  States  courts,  that  the  low  rates  granted  to  the  important  Southern 
cities  was  because  of  the  water  competition,  is  a  true  one.  It  may  nave  been  true  in 
the  fimt  instance,  even  though  no  boats  were  plying  on  the  rivers  reaching  those 
citiea,  because  if  the  railroads  were  to  put  up  the  rates  a  river  traffic  would  soon  be 
created.  The  railroads  would  protect  themselves  from  the  river  competition  as  they 
would  from  a  rival  railroad.  Even  when  water  competition  is  killed  by  such  low 
rates  the  railroads  seldom  advance  rates  afterwards.  They  could  not  easily  be  ad- 
vanced, because  the  merchants  and  manufacturers  have  adjusted  their  pnces  and 
their  business  opeiHtions  to  them,  and  the  change  would  cause  a  general  disturbance 
(A  the  fixed  conditions.  Moreover,  a  traffic  officer,  from  long  association  and  work- 
ing traffic  under  those  rates,  can  not  readilv  disassociate  his  mind  of  the  idea  that 
the  tmsiDeflB  is  properly  conducted,  and  tuat  any  other  rates  would  be  improper. 
(434-«6.) 

Mr.  Markham  denies  the  charge  that  the  railroads  lose  money  by  hauling  freight 
at  very  low  rates  on  through  traffic  from  competitive  points  and  made  up  those 
losses  Dy  increasing  their  local  rates.  lie  said  the  railroads  at  the  interior  points 
have  reasonable  rates  which  will  enable  those  towns  and  communities  to  do  bum- 
nea;  that  the  railroads  find  the  situation  at  the  river  points  such  that  they  can  ^ 
tnffic  only  by  making  a  certain  very  low  rate;  that  while  that  rate  may  necessarily 
be  very  low,  only  a  fractional  p&rt  of  what  it  is  at  interior  points,  it  does  not  neces- 
sarily follow  that  the  road  is  losing  money  on  that  traffic,  because  the  rale  will  ena- 
ble tne  road  to  add  to  its  receipts  more  than  to  its  expenses.     (438-438.) 

Mr.  Markham  states  that  if  nis  railroad  hauled  all  ireight  at  an  average  mte  they 
would  get  just  as  much  money  as  they  do  now;  that  the  railroads  would  be  very  glad 
to  get  tne  average  rate  for  a  car  of  merchandise.  The  rates  to  Southern  points  remote 
from  the  rivers  are  higher  than  the  rates  to  points  on  the  rivers,  because  the  roads 
could  not  be  Hucceaafully  operated,  particularly  the  Southern  roads,  it  all  rates  were 
reduced  to  the  basis  of  the  river  rates.     (436.) 

3.  E^art  ofeompetitumofMittimppi  flitw  (see  also  p.  CLXxxvii) ,— Mr.  Wiisou  testifieB 
that  water  transportation  down  the  Ohio  and  Mississippi  rivers  to  New  Orleans  and 
other  river  points  is  recognized  very  much  to  the  disturbance  of  trade  relations  at 
all  river  pointe — the  rates  are  lower  tnan  to  tlie  interior  points.  The  rates  to  Atlanta, 
for  instance,  are  much  higher  than  the  rates  to  New  Orleans  and  Mobile.  Selma, 
where  the  Cincinnati  rates  are  104  per  cent  of  the  New  York  rate  as  against  56  per 
cent  of  the  distance,  is  excluded,  because  there  is  no  water  competition  by  way  of 
Mobile  from  New  York.     (689. ) 

Mr.  Makeham  refers  particularly  to  the  rates  on  the  Mississippi  River  from 
Memphis  down,  and  compares  them  with  the  railroad  rates  in  the  same  territory, 
saying  that  the  rates  from  competitive  points  to  New  Orleans  are  much  lower  than 
from  noncompetitive  points,  both  by  rail  and  by  water.  A  railroad  rate  from  a 
point  near  the  river  wonld  be  the  river  rate  plus  the  rate  from  the  river  to  the  inte- 
rior poinL  If  it  werenot  so  near  the  river  the  railroads  would  he  justified  in  charg- 
ing a  higher  rate.  The  last  report  of  the  Interstate  Commerce  CocnmiBsion  showed 
that  IT  per  cent  of  the  railway  mileage  of  tbe  United  States  was  south  of  the  Ohio 
and  Potomac  rivers,  but  that  the  eaminga  <A  those  roads  were  only  12.5  per  cent 
and  their  <lividend8  only  6  per  cent  of  those  flf  all  flie  railroads  of  the  United  States. 
Replying  to  a  question  as  to  whether  at  competitive  points  on  the  river  the  railroad 
ana  not  the  st(»mboat  fixed  the  rate,  be  said  that  he  had  no  doubt  that  eventually 
it  must  be  so.  While  the  steamboat  rate  on  cotton  from  Memphis  to  New  Orleans 
u  17  cents  a  hundred,  farther  down,  where  there  was  no  competition,  the  rate 
might  be  as  much  as  20  cents.     (436-437. ) 

4.  SUandxmU  on  the  gmall  rivert  of  the  South. — Mr.  Markbau  states  that  he  does  not 
know  of  any  lineti  of  steamboats  regularly  plying  on  the  smaller  rivers  on  the  Atlantic 
and  Gulf  coasts.  The  Tennessee  and  Cumberland  have  boats  running,  and  the 
Arkansas  and  Bed  riveis  also,  and  the  witness  thinks  there  are  lines  running  from 
Molnle  up  the  Alabama  River  as  far  as  Montgomery.  He  has  also  seen  a  statement 
that  boate  are  running  uo  the  Tennessee  River  as  ftu"  as  Chattanooga,  but  he  thinks 
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shipmentslo  New  York  and  Philadelphia  ie  hardly  correct.  The  saving  would  uotbe 
that  much,  because  there  are  boats  up  to  Kashville,  and  the  rate  to  ChattAnot^ 
would  be  the  Nashville  boat  tate,  plus  the  rate  from  Nashvills  to  Chattanooga,  which 
would  not  be  as  great  as  if  there  was  only  rail  competitiou  to  Chattanooga  all  the 
way.  Probably  only  in  some  special  commodities,  such  as  groiD,  flour,  and  other 
articles,  would  any  saving  be  effected.     (436,439,440.) 

Mr.  Taloott,  assistant  to  the  president  of  the  Seaboard  Air  Line,  says  that  some 
yeaiB  ago,  when  he  had  direct  knowledge  of  conditions,  there  were  refruloT  lines  of 
steamboats  on  some  of  the  smaller  Sonthera  rivere,  whose  competition  the  railroads 
had  to  recognize.  The  boats  on  the  Savannah  River  were  at  one  time  suhfddized  by 
the  roilroacb  in  the  Southern  Railway  and  Steamship  Association  to  secure  the  main- 
tenance of  istee.     (628, 629.) 

5.  Montgomery  and  Mobile  rate*. — Mr.  McGovbsn  says  that  the  rate  from  tlie  North 
to  Mobile  was  made  the  same  as  the  rate  to  New  Orleans,  wbicb  was  Grst  fixed  by 
the  competition  ol  the  river.  This  witness  scarcely  thinks  it  justifiable  to  make 
these  rates  the  same.  Now,  when  ^oods  come  down  from  the  North  the  direct  rate 
to  Montgomery  would  be,  in  some  mstances,  less  than  the  Mobile  laia  plus  the  local 
rate  from  Mobile  to  Montgomery.  Gioods  under  such  circumstances  are  shipped 
through  to  Mobile  and  hack.  The  reason  the  goods  are  not  stopped  at  Montffomery 
in  the  first  instance  is  that  it  was  found  that  the  agents  were  gradually  hmiting  for 
freight  combinations,  and  consequently  the  poliw  was  adopted  to  put  tne  Montgom- 
ery goods  into  the  Mobile  shipment  and  let  the  Montgomery  man  make  his  arrange- 
ments to  have  them  reehipped.     (681.) 

C.  Alleged  discriminations  beliveon  ratei  from  Ea«t  and  IVest  Ut 
floultiom  Stales.— 1.  Gindnm^:  lU  interea  in  Sovthem  Ir/ide.—Mr.  EowABD  P. 
Wiiaov,  secretary  of  various  Ohio  commercial  organizations,  testifies  that  in  early 
days  Cincinnatj  was  one  of  the  principal  points  of  supply  ajid  distribution  to  the 
South,  the  goods  being  carried  on  steamers  and  distributed  by  river  and  bayou 
throughont  the  South.     She  thus  gained  a  prestige  in  Southern  businesB,  and  for 

" ' '  "    ~ntury  bos  l»een  developing  that  business,  though  nr'  '"   "" 

d.     The  construction  of  nilway  lines  into  the  ^uth 

11  transportation  have  given  better  facilities  torival  ci 

—     The  Ixjuisville  and  Nashville  Railroad  was  the  first 


important  line  built  from  the  Ohio  River  into  the  South,  and  ss  it  made  its  coonec- 
tjons  through  Louisville,  that  city  was  brought  into  prominence  as  a  rival  distributing 
center  to  Cincinnati.     (687.) 

2.  AUeged  exduiion  of  WeetemmanufaetitTen  from  Southern  trnde. — Mr.  Wiiaou  testi- 
fies that  about  1879  competilJon  oi  the  railroads  forSouthem  business  was  very  brisk, 
both  from  the  Eastern  seaboard  cities  and  from  Western  centers,  like  Chicago, 
Cindnnati,  St.  Louis,  and  Ijouisville.  The  result  was  that  the  Foa<ls  made  an  agree- 
ment to  divide  the  business  and  maintain  rateS;  and  to  give  to  the  Eastern  citieB 
practical  control  of  the  trade  in  manufactured  articles,  which  had  their  origin  at  that 
time  on  the  Eastern  seaboard,  and  to  give  lo  the  roads  leading  south  from  the  Ohio 
River  the  trade  in  what  were  then  known  as  the  peculiar  products  of  the  West — 
packing-house  products,  grain  and  its  product*— both  direct  and  indirect.  The  result 
of  this  WHS  to  make  rates  of  freight  from  the  Ohio  River  points  what  the  roads 

Cased  on  the  heavy  products  and  to  maint^n  high  mtes  on  the  miscellaneous  manu- 
tured  products,  so  that  competition  could  not  be  hod  with  the  Eastern  cities  on 
those  products.  Since  1879  conditions  have  changed,  manufactures  have  moved 
westward  and  the  West  demandH  entrance  to  the  Soiith  on  equal  terms  with  the  East 
for  manufactured  products.  This  has  been  denied  by  the  railroads,  but  certain 
spasmodic  instances  of  relief  have  l>een  attonled.  Another  advantage  which  the 
Eastern  cities  secured  as  against  the  Western  cities  resulted  from  the  rates  made  by 
the  coastwise  Hteamers  from  the  North  to  the  Snuthem  seaports.  Owing  to  the  favor 
shown  the  Eislem  cities  in  rcHjiect  of  manufacturt'd  articles  tor  Southern  trade,  the 
Western  manufacturers  in  some  instances  have  found  it  iieceeeary  to  estahlish  and 
maintain  warehouses  in  New  York  and  Boston,  from  which  their  manufactured 
pro<iucls  may  be  distributed  to  the  South.     (687-088, ) 

Mr.  Wilson  gave  specific  insttmces  of  railway  discriminations  against  Western 
cities  for  Southern  trade  as  compared  with  the  Eastern  cities.  Cincinnati  is  475  miles 
from  Atlanta  and  New  York  is  ST6  miles  from  Atlanta  by  rail.  While  the  distance 
from  Cincinnati  is  hi  per  cent  of  the  distance  from  New  York,  the  first,  second,  and 
third  class  rates  from  Cincinnati  to  Atlanta  are  94  per  cent  of  the  New  York  rales. 
In  one  of  the  lower  classes  the  Cincinnati  rat«  is  69  per  cent  of  the  New  York  rate, 
but  that  is  on  one  of  the  4rticlt«  which  was  given  to  the  West  in  the  division  of  1879. 
The  distance  from  Cincinnati  to  Meridian,  Miss.,  is  55  per  cent  of  the  distance  from 
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New  York  to  Meridian,  and  the  CindnnRti  rate  is  107  per  cent  of  the  New  York 
rate.  A  statement  was  presented  to  the  Intentate  Cominerce  Comminion  in  1892 
wherein  these  and  other  diBcriminationB  were  set  forth.  The  commiaaion,  in  May, 
1694,  foaod  that  the  rates  from  the  Western  cities  to  the  Sonth  were  too  high,  as 
compared  with  the  Eaetem  rates,  and  ordered  them  reduced  aboot  40  per  cent 
l%e  question,  however,  was  carried  to  the  Bupreme  Court  of  the  United  States,  but 
the  merits  of  it  were  not  conndered^  the  case  being  ruled  out  on  the  ground  tliat  the 
InteretBte  Commerce  Commiaaion  did  not  have  authority  to  establish  railway  rates. 
31r.  Wilson  declares  tliat  cbeftp  water  transportation  from  the  Eastern  cities  to  the 
Sonthem  seaports  is  not  as  great  a  factor  in  the  establishment  of  the  Eastern  rail 
rstea  as  is  ordinaril}'  represented  by  the  Eastern  roads.  It  is  used  merely  as  an 
excuse  for  making  the  Eastern  rates  lower  than  the  Western  rat«e.  The  competition 
between  the  Eastern  coastwise  steamship  lines  and  the  railroads  is  much  less  thui  it 
ia  represented  to  be.     (688-680. ) 

Mr.  Lanqi-kt,  of  the  Merchants'  Aaaodation  of  New  York,  says  that  New  York  is 
not  holding  its  own  as  a  distributing  center  throughout  the  Middle  West  ob  against 
Chicago  and  St.  Louis.  There  is  competition  as  b^ween  New  York  and  the  Western 
cities  for  the  Bouthem  trade,  bnt  if  there  ia  any  advantage  in  this  particular  New 
York  has  it  as  against  St.  Louis  and  Chicf^.  This  is  due  to  another  agreement 
between  railway  Imes,  dating  back  perhaps  30  vears,  that  merchandise  should  enter 
the  South  from  the  East  The  idea,  waa  to  exclude  the  Western  lines  from  any  par- 
ticipation in  busines  that  moved  into  the  Sonth.  The  agreement  exists  to-day. 
The  witness  does  not  think  that  the  rates  of  the  coastwise  steamers  had  anything  to 
do  in  regard  to  this  agreement,  and  aays  that  he  does  not  think  that  any  rheap  water 
rates  exist.  Tbere  ia,  in  ktct,  no  coropetitio:i  between  the  coastwise  lines  and  the 
railroads.  The  Southern  classification  applies  to  the  steamship  lines  as  well  as  to  the 
.nulroads. 

It  is  possible  to  deliver  goods  from  New  York  in  the  Southern  States  east  of  the 
MissiBSippi  cheaper  than  from  Chicago  or  8t  Louis,  even  though  the  Illinois  Central 
has  s  direct  line  tp^ia  Chicago  to  New  Orleans  and  Mobile.  The  lines  east  of  the 
Missiarappi  in  the  South  refuse  to  cooperate  or  prorate  with  the  lines  west  of  the 
Misds^ppi.  If  the  Illinois  Central  attempted  to  teike  independent  action  in  respect 
of  frei^t  rates  into  the  South  it  would  precipitate  a  rate  war.     (874-875. ) 

Mr.  Wilson  says  further  thot  any  road  leading  into  the  South  has  the  power  to 
reduce  rates,  but  it  does  not  consider  it  expedient  to  do  so  upon  its  own  responsibility, 
because  it  fears  the  consequences  of  independent  action.  The  controlling  influence 
against  the  reduction  of  Western  rates  is  that  the  lines  from  the  Western  centers  dare 
not  grant  what  they  might  consider  to  be  their  own  interests,  because  of  the  opposi- 
tion of  the  Eastern  lines.  The  effect  of  this  situation  is  to  prevent  substantial  justice 
by  any  of  the  roods  leading  into  the  Sooth.  There  are  no  more  glaring  instances 
of  injustice  by  any  system  of  railroads  than  the  aystem  of  unjust  tariff  from  the  Ohio 
River  to  the  interior  South,  and  no  case  lias  ever  been  presented  where  the  complaint 
has  been  more  clearly  defined  and  supported,  and,  at  the  same  time,  so  conspicuously 
ignored.  This  condition  is  attribntame  to  the  fact  that  a  few  dominating  interests 
govern  the  transportation  of  the  South,  and  are  close  together  in  their  determination 
to  protect  each  other  in  order  to  protect  themselves.  A  few  prominent  capitalists 
own  the  larger  portion  of  the  stock  in  all  of  the  transportation  organizations  that  do 
tmainese  in  ue  South,  and  they  have  agreed  practically  among  themselves  that  they 
will  not  hurt  each  other.  The  consolidation  of  these  interests  would  perliaps  he 
benefidal.  Even  if  the  specific  difficulties  are  not  removed,  the  conflict  of  interests 
will  be  minimized  in  the  near  future  by  combination.     (691-692. ) 

Mr.  GniLLAUDSO,  of  the  Old  Dominion  Steamship  Oompanv,  statee  that  the  Eastern 
men  are  looking  witli  great  alarm  on  the  increased  volume  of  trade  from  the  Weatern 
dtlee,  such  as  Cincinnati,  Bt  Louis,  and  Chici^^,  and  have  come  to  the  conclusion 
that  those  cities  most  enjoy  better  rates  than  the  Eastern  cities  do.  He  says  that  it 
has  been  fnlly  20  vears  since  there  was  any  general  movement  of  grain  and  other 
products  from  the  West  to  New  York  for  the  South.  In  the  meantime  Baltimore  and 
jndnta  in  Virginia  were  having  as  low  rates  aa  New  York  from  the  West,  if  not  lower. 
There  isaoiDe  business  from  Baltimore  and  Philadelphia  from  the  West  for  coast  points 
south  of  Hatteras,  but  the  ^est  volume  of  the  business  goes  direct  by  through  car 
movement  across  the  Ohio  River  and  ia  distributed  all  through  the  Southern  Stetes. 
The  mannfactnred  products  from  the  Western  cities  destined  for  the  South  consist 
largely  of  iron  articles,  aaricultural  implements,  furniture,  ete.  Perhaps  the  growth 
of  manufactures  in  tfaeWeetem  country  might  have  something  to  do  with  the  increase 
ol  its  volume  of  Southern  trade,  but  it  is  to  be  attributed  primarily  to  the  decrease  of 
rites.  The  witness  is  not  in  doeeenough  touch  with  the  rate  situation  to  aay  whether 
the  rates  from  the  Western  cities  to  the  Sonth  are  leee  than  the  nuM'^hed  burill, 
(447,448.) 
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Mr.  Talcott,  assist&nt  to  the  preaideot  of  the  Seaboard  Air  Line,  says  that  when 
the  Chesapeake  and  Ohio  road  was  opened  in  1874  it  adopted  for  its  rates  to  Riuh- 
mond  from  the  Weet  the  trunk  line  ratee  to  Baltimore  which  it  found  ia  force. 
Weatem  bueineee  liad  previoualy  gone  to  Baltimore  and  thence  lo  the  South,  The 
new  competition  neceeaitated  a  resdjuetment.  Very  recently,  Mr.  Talcott  under- 
etande,  the  ptaa  has  been  adopted  of  making  Richmond,  Norfolk,  Portsmouth,  Lynch- 
burg, and  perhape  Peteraburg,  gate  cities  from  the  West  The  Western  lines  agree  to 
Diake  the  ral«s  ^e  same  to  all  these  points,  notwithstanding  the  different  lengths  of 
haul.  The  Sonthem  lineti  make  the  rates  to  interior  points  by  adding  either  agreed 
rates  or  locals.     (034.) 

3.  Terriiorial  apportionment  oflraMc  betioeen  Engtem  and  Walem  ii}iet.—M.T.  Wiuoc 
testifies  that  a  circular  entitled  "  ITiviHion  of  Territory  South  of  the  Ohio  River"  con- 
tains the  fullowine  clause  relating  to  the  territorial  apportionment  of  traffic  between 
the  Eastern  and  Western  lines,  viz: 

"  (1)  Western  lines  shall  not  make  joint  rates  on  traffic  paaung  between  points 
eastofBuffato-Pittaburg  zone  and  points  east  of  a  line  drawn  from  Cliattaiiooga,  Teno., 
through  Birmingham,  Selma,  and  Montgomery,  A1&.,  to  Pensacola,  Fla. 

"  (2)  Eastern  lines  shall  not  make  joint  rates  on  traffic  between  points  west  of 
Buffalo-Pittsburg  zone  and  points  on  or  west  of  a  line  drawn  from  Chattanooga,  Tenn., 
through  Athens,  Augusta,  and  Macon,  Ga.,  to  Liveoak,  Fla.:  Provided,  hoiDever,  That 
the  Norfolk  and  Western  Railway  may  participate  in  traffic  via  Kenova,  at  the  rates 
established  by  the  u^sociation  between  points  in  the  territory  on  and  east  of  its  line 
from  Columbus,  Ohio,  to  Kenova,  W.  Va.,  and  on  and  south  of  the  line  of  the  PittB- 
burg,  Cincinnati,  Chicago,  and  tSt.  Louis  Railway,  Columbus,  Ohio,  to  Steubenville, 
Ohio,  and  pointson  and  east  of  the  Chattanooga- Montgomery-Pensacola line  aedefined 
inpajagraph  (1)." 

The  witness  does  not  know  whether  this  division  of  territory  is  supported  by  an^ 
traffic  agreement,  but  said  it  corresponds  with  the  practice  at  the  present  time.  It  is 
a  practice  in  restraint  of  trade.     (6S0.) 

4.  Qmfticl  of  Wefiem  intiretLi. — Mr,  Wilson  testifies  that  in  the  presentation  of  the 
Western  case  to  the  Interstate  Commerce  Commission,  Chicago  and  Cincinnati  acted 
together,  but  Ijouisville  and  St,  Louis  seemed  to  be  so  cloeSy  in  the  power  of  the 
local  roads  that  they  took  no  part  in  the  transaction.  The  fact  is  constantly  asserted 
by  shippers  that  Louisville  has  the  advantage  of  Cincinnati,  by  reason  of  the  adjust- 
ment of  the  tariff  on  the  Louisville  and  Nashville  R^lrcad,  out  it  has  never  been 
proven.  It  is  known  that  Nashville  is  in  receipt  of  a  great  many  favors  not  accorded 
to  any  other  inland  city.  Certain  trades  are  so  affect^  by  it,  that  Uiey  have  estab- 
lishea  their  warehouses  in  Nashville,  rather  than  fight  tne  situation.  The  reason 
given  for  these  (avors  to  Nashville  is  that  it  should  receive  discriminations  on  account 
of  having  both  rail  anil  water  connections,  but  the  water  transportation  to  Nashville 
is  at  present  quite  insignificant.  Navigation  is  attended  with  so  many  difficulties  and 
the  nver  is  so  low  nearly  all  the  time,  tliat  it  does  not  affect  transportation  at  all. 


a  grain  fields  is  mode  through  Bt,  Louis,  and  not 
throngh  Cincinnati.  For  a  time  the  rate  applied  from  St.  Louis  to  Southern  territory 
on  business  coming  from  Kansas  in  competition  with  the  Kansas  City,  Memphis  and 
Birmingham  road  was  only  1  cent  higher  than  the  rate  from  Cincinnati,  and  the 
roads  from  St.  Louis  to  Cincinnati  asked  7  cents  for  bringing  the  groin  from  St.  Louis 
to  Cincinnati.  The  roads  South  would  have  been  compelled  to  cut  their  rates  about 
S  cents  a  hundred  pounds  in  order  to  equalize  conditions.  This  they  refused  to  do, 
and  a  barrier  was  erected  a^unst  the  passage  of  any  grain  from  points  west  or  north 
of  Cincinnati  through  Cincinnati,  The  only  remedy  for  this  is  the  consent  of  the 
roads  to  make  the  total  rates  between  any  two  points  the  same,  and  to  distribute 
among  themselves,  as  they  may  deem  equitable.  Each  community  competing  id  a 
common  market  is  entitlea  to  just  rates  at  Uie  hands  of  the  carriers  and  to  thebene- 
fit  of  all  its  natural  advantages.     (694-^95, ) 

6.  Cincinnati  Soulhem  Railroad. — Mr,  WiiaoN  says  that  owing  to  the  trade  of  Cin- 
cinnati beine  diverted  by  lines  of  railway  trom  other  Northern  points  to  the  South, 
Cincinnati  found  it  necessary  to  construct  a  line  of  road  from  that  city  to  Chatta- 
nooga, which  was  considered  the  most  important  strat^c  point  south  of  Cinciuuati, 
for  distribution.  This  road  was  built  by  the  city  as  a  public  enterprise.  It  cost 
something  over  $18,600,000.  Bonds  were  issued  for  this  amount  and  the  proceeds  of 
the  bonds  put  into  the  toad.  The  citv  has  l^een  carrying  those  tionds,  the  road  has 
been  paying  part  of  the  interest  and  tne  city  the  rest,  so  that  the  road  has  cost  the 


DlGESTr — DI80BIMINATI0N'   BETWEEN   PLACES.  OXIII 

dty  now  aboat  ^36,000,000  in  cash.  Its  income  is  a  rental  of  (1,090,000  a  year.  The 
bonda  are  about  to  expiry  and  if  they  can  be  refunded  at  cnirent  ratea  of  interest  it 
will  result  in  the  city  having  an  annual  Hurplue.  This  road  in  leased  by  an  oiganiia- 
tioQ  known  as  the  Cincinnati,  New  Orleans  and  Texa«  Pacific  Railroaa  Company,  a 
corporation  organized  under  the  laws  of  Ohio,  which  haa  been  operating  the  road 
for  about  20  veare.  The  propomtion  now  is  to  extend  that  lease  66  yeara,  and  it  is 
being  favoraoly  considered  by  the  majority  of  the  people  in  interest.  The  impres- 
>ion  prevails  in  Cincinnati  and  elsewhere  that  the  out«ome  of  this  extensioa  w^l  be 
lo  ^ve  the  control  of  the  rood  to  the  Southern  Railway,  and  this  the  people  desire. 
Nearly  SO  per  cent  of  the  stock  of  the  Cincinnati,  New  Orleans  and  Texas  Pacific 
Railway  is  held  by  the  Southweeterc  Investment  Security  Oimpany.  The  Southern 
Hallway  owns  a  majority  of  the  stock  of  the  Southwestern  Investment  Security  Com- 
pany, and  through  that  instrumentality  it  has  a  dominant  influence  in  the  Cincin- 
i,  New  Orleans  and  Texas  Pacific  Railway  Company.     There  is  a  clause  it 


proposed  lease  of  the  Cincinnati  Southern  road  to  the  Cincinnati,  New  Orleans  and 
Texas  Pacific  Company'  that  "The  right  to  sublet  this  property  to  any  other  than 
the  Southern  Railway  is  denied."  The  city  of  Cincinnati  will  never  sell  the  road, 
at  least  not  within  the  tenns  of  the  lease.  The  main  thing  to  be  accomplished  is  to 
lease  the  property  upon  a  long  rental  and  give  the  citv  an  income.  The  terms  at 
the  lease  will  be  oased  on  the  earnings  of  the  road,  ana  seem  to  be  favorable  to  the 
future  of  the  road  as  well  as  to  the  city.  There  is  a  clause  in  the  present  lease  which 
provides  that  the  lessee  company  shall  not  discriminate  af^inst  the  citizens  of  Cin- 
cinnati, Kentucky,  or  Tennessee,  but  this  clause  is  indefinite,  and  as  there  is  no  pen- 
alty provided  to  secure  its  enforcement,  it  has  not  amounted  to  anything.  In 
renewing  or  extending  the  lease  the  Cincinnati  shippers  are  interested  in  having  a 
declaiation  of  policy  that  will  protect  the  geographical  situation  and  rights  of  the 
road.  The  Cincinnati  Southern  road  having  been  leased  to  foreign  con^l,  its  pol- 
icy baa  hitherto  practically  ignored  the  territorial  advantages  that  Cincinnati  claims 
she  should  have  through  its  construction.     {687,  692,  694.) 

D.  Blttcellaneona  dlscrimtnatlons  and  rale  a^Jnalments  In  Ihe 
Soulb- — 1.  Atianla  and  fiaixmnah  ralei. — Mr.  Mc<5ovbrk  testified  that  there  are  4  or 
5  concerns  in  Atlanta  that  have  warehouses  located  at  Savannah  in  order  to  get  the 
benefit  of  the  lower  rates  to  Savannah  made  by  the  ocean  routes,  and  they  then 
resbip  the  goods  inland  from  Savannah,  If  it  should  come  to  pass  that  Atlanta 
would  commence  to  do  all  its  businetM  at  Savannah,  the  roads  would  have  to  decide 


what  they  would  do  about  it,  because  there  are  some  roads  that  haul  Atlanta  buw- 
ness  that  have  nothing  to  do  with  the  traffic  at  Savannah;  and  if  the  Savannah  buu- 
ne«B  should  grow  to  a  sufficient  volume  it  would  force  a  reduction  to  Atlanta  and 
other  interior  points.  Referring  to  the  tin-plate  industrv,  ho  says  that  Mr.  Charles 
Conklin  got  his  commodity  rate  on  tin  plate  East  and  West  by  using  as  an  argument 
that  if  the  roads  did  not  give  him  a  commodity  rate  to  Atlanta,'  he  would  move  his 
works  to  Savannah  and  get  the  plate  there  by  water.  Mr.  McGovem  says  he  does 
not  think  the  roads  should  have  given  him  that  rate,  for  the  reason  that  it  is  not 
used  for  manufacturing  purposes.  He  ships  a  great  deal  besides  manufacturer. 
(681,  682. ) 

2.  Birmingham  and  Atlanta  raUs. — Mr.  McGovbrn  testified  that  Birmingham  and 
Atlanta  have  the  same  rates  from  the  East  because  they  have  always  been  in  the 
same  group.  From  the  west  the  rates  were  formerly  the  same  to  the  2  points,  but 
when  the  Kansas  City,  Memphis  and  Birmingham  Road  was  built  from  Memphis  to 
Knningham  the  rates  to  Birmingham  were  n^e  much  lower  than  to  Atlanta.  The 
Louisville  and  Nashville  Railroad  attempted  to  keep  up  the  same  rates  from  Ohio 
River  points  to  the  2  cities  of  Birmingham  and  Atlanta,  but  was  not  able  to  do  so, 
and  about  1886  the  Biraiin^liam  differential  was  fixed,  which  still  exists.  It  would 
not  benefit  Atlanta  to  huild  an  additional  railroad  from  the  West,  and  would  not 
lower  her  rates  to  the  same  plane  as  those  of  Birmingham.  Atlanta  has  not  suKered 
from  freight  mien  and  has  all  the  railroads  she  needs.  It  is  the  business  of  the  rail- 
road to  fix  the  rates  to  fit  the  conditions  as  they  exist.     (680.] 

3.  The  CharUaon-AehwiUe-!i<rrfolk  ixue. — Mr.  McGovkrn  says  that  what  is  known 
as  the  Charleaton-Asheii lie- Norfolk  case  arose  out  of  the  desire  of  Charleston  to  have 
the  same  rates  from  Chicago  through  Asheville,  as  Norfolk  has.  The  Southern  Bul- 
way  has  a  line  throuRh  Asheville  to  Norfolk,  and  the  rate  was  made  the  same  on  that 
linetoNoriolk  as  on  the  direct  line,  although  jt  was  much  more  roundabout.  Charles- 
ton is  very  much  nearer  Asheville  than  Norfolk  is,  but  the  Southern  road  wonid  not 
^rant  the  rate  desired;  consequently  Charleston,  about  2  years  ago,  brought  theoues- 
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Mr.  McGovem  bsvs  the  reason  why  Charleston  did  not  get  the  same  rates  as  Not- 
fotk  over  the  Asheville  line  was  that  the  Asheville  tine  had  nothing  whatever  to  do 
withfising  the  rotes  from  Chicago  to  Norfolk.  The  rate  from  Chicago  to  Norfolk 
was  fixed  Dy  the  trunk  lines  from  Chicago  to  the  seaboard,  the  shortest  line  bmng 
the  goveminf;  element.  It  is  the  same  as  the  Baltimore  rate,  which  is  a  little  below 
the  Philadelphia  and  New  York  rates.  The  Charleston  rate  is  likewise  fixed  bv  tbe 
trunk  lines,  and  is  practically  the  Norfolk  rate  plus  the  water  rate  from  Norfolk  to 
Charleston.  Norfolk  is  considerably  nearer  Chicago  than  Charleston  is.  The  Ashe- 
ville  line  does  not  handle  any  Western  businese  of  any  consequence  bound  for  Nor- 
folk. There  may  be  a  little  money  to  the  Southern  road  on  Norfolk  businees  from 
Chicago,  but  certainly  not  enough  to  make  it  a  factor  in  rate  making.     (6S3-8S6.) 

i.  Bala  through  Sielnnond. — Sir.  McGovkhn  says  that  the  rates  from  the  West  to 
Richmond,  properly  speakina,  are  subject  to  the  official  classification  and  arc  made 
the  same  as  from  Baltimore,  but  on  through  business  going  to  the  Carolinas  the  ratcfl 
through  Richmond  are  made  on  a  proi>ortional  basis  on  the  Southern  ClaasificatJan. 
The  rate  from  Cincinnati  to  Richmond  is  62  cents,  but  the  proportiomil  rate  on  busi- 
□ess  going  through  Richmond  to  the  Carolinas  is  only  32  cents  from  Cincinnati  to 
Richmond.     The  complaint  is  really  as  to  rates  rather  than  clarification.     (677.) 

5,  Rata  on  cotton  lo  Southern  and  to  Neiv  England  avd  European  mill*. — Mr.  Da v ant, 
commissioner  of  the  Memphis  Freight  Bureau,  testified  in  1900  that  the  freight  rates 
from  Memphis  to  Eastern  cotton  mills  were  baaed  on  a  rate  of  65i  cents  per  hundred 
to  Boston  and  57i  cents  to  New  York,  while  the  rate  on  cotton  to  Carolina  mill  points 
was  59centa.  Thus  cotton  going  from  Memphis  toCharlotte,  N.  C.,or  toGreenville, 
S.  C,  would  pay  69  cents,  while  cotton  for  exporter  (or  shipment  to  New  England, 

¥)ing  throuflitnose  points  to  Norfolk,  3O0  or  400  milesfartlier,  would  pay  42  cents, 
he  t&tes  to  Liverpool  from  Memphis  are  sometimes  lower  than  to  Carolina  points, 
although  the  rate  to  Liverpool  at  the  time  of  Mr.  Davant's  testimony  was  about  72 

The  witness  contends  that  the  freight  rates  from  Memphis  should  be  the  same  to 
the  Carobna  mills  as  to  Norfolk  and  to  other  ports.  He  does  not  believe  that  freight 
rates  should  be  in  proportion  to  the  length  of  the  haul.  The  objection  of  the  rail- 
roads to  reducing  freight  rates  to  the  Carolina  mills  is  that  it  would  ultimately  result 
in  a  reduction  of  local  rates  to  those  mills  from  near-by  points.  Cotton  rates  to  East- 
ern pointe,  under  severe  competition  between  the  different  railroads,  have  frequently 
been  reduced  below  a  paving  basis.  Under  these  conditions  the  witness  does  not  think 
it  just  that  the  reilroaos  should  be  forced  to  carry  similar  low  rates  into  their  local 
territory,  from  which  they  have  to  get  the  principal  part  of  their  eamings.  The  rail- 
roads are  able  to  charge  higher  rates  to  the  local  mills  in  the  Carolinas,  becsnse  there 
is  practically  no  competition  there.  The  rates  to  New  York  and  Boston  are  deter- 
mined by  the  water  competition  by  way  of  New  Orleans  or  of  Cincinnati.  Notwith- 
standing theee  arguments  in  favor  of  discrimination,  the  witness  insists  that  there 
should  be  an  adjustment  more  to  the  advantage  of  Southern  mills.      (5-B,  ] 

Mr.  Davant  says  that  the  rail  freights  on  cotton  from  Memphis  to  New  York  and 
Boston  are  determined  by  the  cost  oT  water  transportation.  Asamatterof  fact,  there 
has  of  late  been  nc  transportation  of  cotton  to  those  points  by  way  of  the  Missiesippi 
River  and  the  Gulf,  but  there  would  be  if  the  rail  rates  from  Memphis  were  advanced. 
Some  cotton  is  transported  up  the  Mississippi  to  Cincinnati  and  thence  by  rail.  The 
water  rale  by  this  route  is  5  cents  lower  tnan  the  railroad  rate,  the  difference  being 
supposedly  due  to  the  high  costs  of  insuring  cotton  during  water  transportation.  The 
witness  thinks  that  a  certain  amount  of  discrimination  in  favor  of  Eastern  points  as 
compared  with  Carolina  mill  towns  b  neceeeary  because  of  water  competition  to  the 
more  distant  points.     (6-8. ) 

Mr.  MABxnAH  states  that  the  rates  from  New  Orleans  or  Memphis  to  Liverpool  by 
way  of  Boston  would  be  the  same  as  through  every  other  port  all  the  way  around  to 
New  Orleans.  The  rates  from  Memphis  to  all  ocean  and  Gulf  ports  are  fixed  figures. 
Each  port  reports  each  day  to  the  Memphis  Cotton  Committee  what  ocean  rates  they 
can  obtain  to  Liverpool.  Those  ocean  rates  are  added  to  those  fixed  rail  rales,  and 
the  port  whicli  has  the  lowest  rate  to  Liverpool  fixes  the  through  rate  by  all  porta. 
The  railroads  have  to  shrink  their  rail  proportion  down  to  a  figure  that  will  enable 
them  to  make  the  same  through  rate,  wnereby  all  lines  may  get  a  share  of  the  traffic. 
(442.) 

6.  QcUruton  raiet. — Mr.  Maskhak  states  that  the  rates  from  Kansas  City  to  Galves- 
ton and  New  Orleans  are  the  rates  from  Kansas  City  to  St.  Louis,  plus  the  barge  line, 
and  from  Illinois  territory  to  New  Orleans  by  all  rail.     (441. ) 

E.  Alleged  dlicrlDiliiatloii  sgalnit  Denver.— 1.  Compiaitd  of  Denver 
regarding  through  rates.— Mr.  Grifkith,  representing  the  Denver  Chamber  of  Com- 
merce, says  that  there  ara  6  railroads  coming  directly  to  Denver  from  the  East — 
the  Union  Pacific,  Burlington,  Missouri  I'auific,  Rock  Island,  and  Santa  Fe,  of  which 


digest: — DISCBIMIIfATION  BETWEEN  PLA0B8.  OXV 

8  make  port  of  tranBCODtinental  linee.  Denver  has  also  a  rail-aud-water  lonte  by 
way  of  tfie  Gulf  of  Mexico  and  through  Fort  Wortii. 

The  ratea  from  Denver  to  San  Francisco  are  now  practically  the  same  Be  those  from 
Chicago  and  New  York  to  San  Francisco.  They  were  fottnerly  higher,  the  more 
eaatem  cities  being  given  lower  rateti  ori  the  ground  of  sea  competition  bv  way  of  the 
Atlantic.  A  case  was  brought  under  the  influence  of  the  Denver  Chamber  of  Com- 
merce, knows  a8Kindelf.TheAtchiiton,Topekaand  Santa  Fe  Railroad.  Mr.  Kindel, 
who  brought  auit,  was  a  manufacturer  of  bed  epringn,  who  wa«  especially  anxious  to 
obtain  a  satiafactory  Western  outlet.  The  Int^retate  Commerce  Commission  held  that 
the  rates  from  Denver  to  the  Pacific  coat^  should  not  exceed  those  from  Chicago  or 
more  eaatern  cities.  The  witness  believed  at  the  time  of  his  testimony  in  May,  1901, 
that  the  railroads  were  about  to  put  the  modified  rates  into  effect. 

Mr.  Btubbs,  of  the  Southern  Pacific  Commny,  says  that  the  case  brotight  sevend 
y^ra  ago  bv  the  chamber  of  commerce  of  Denver  regarding  freight  Tat«e  was  very 
similar  to  that  which  was  beins  pushed  regarding  PaciQc  coast  rates  at  the  time  of 
his  testimony  in  the  summer  ol  1901.  The  Denver  case  came  directly  within  the 
long  and  short  haul  clause  of  the  interstate-commerce  law.  The  Denver  jobbers 
dtumed  that  thev  should  have  lower  rates  to  and  frooipoints  in  California  than  pre- 
^1  between  the  Missouri  River  points  and  California.  The  contention  of  the  rulroads 
was  that  the  rates  from  the  Missouri  River  to  California  were  influenced  by  sea  com- 
petition from  New  York,  but  that  the  influence  of  this  sea  competition  did  not  extend 
tarther  west.  They  held  accordiiigly  tliat  it  would  not  be  fair  to  give  Denver  a  rate 
as  much  lower  than  that  from  Missouri  River  points  as  the  proportionate  distance 
would  indicate.  The  railroads  held  that  to  give  Denver  the  same  rate  as  that  from  the 
Misouri  River  would  be  a  fair  compromise,  and  the  Denver  shippers  accepted  this 

The  witne»  says  further  that  the  high  rates  which  had  previously  prevailed  from 
Denver  had  not  been  approved  by  the  nulroads  themselves,  bat  that  they  liad  main- 
tained them  because  they  did  not  wish  to  recogniie  that  there  was  any  effect  of  sea 
competition  at  Denver,  or  because  the  Interstate  Commerce  Commission  would  not 
recognize  railroad  competition  as  a  factor  in  determining  differences  between  the  lone 
and  short  haul  rates.  The  railroads  felt  that  if  the  rates  from  Denver  were  reduced 
then  the  rates  from  all  other  paints  would  have  to  be  similarly  reduced,  so  that  the 
rates  were  held  up  to  protect  the  revenue  of  the  railroads.  In  this  case,  however, 
the  Interstate  Commerce  Commission  held  that  Denver  must  be  given  the  benefit  of 
sea  competitive  rates.     (760.  J 

Mr.  GRiprrrn  sal's  further  tnatDenvermannfacturersalso  complain  that  the  rateson 
raw  materials  from  the  East  are  high  as  compared  with  the  rat«<  on  manufactured  prod- 
ucts, BO  that  the  development  of  manufactures  in  Colorado  is  greatly  retarded.  Some 
mano&cturera  have  been  able  to  get  the  railroads  to  make  commodity  rates  on  raw 
materials,  which  have  relieved  them,  but  this  is  not  true  in  other  cases.  In  the  case  of 
iron  and  steel,  which  are  largely  produced  in  Colorado  by  the  Colorado  Fuel  and 
Iron  Company,  the  manufacturers  who  use  these  products  as  raw  materials  claim  that 
Uie  high  freight  rates  from  the  East  act  as  a  protective  tariff  to  the  local  industry,  so 
that  the  manufacturers  get  no  advantage  in  low  prices  as  the  result  of  the  production 
of  iron  and  stael  in  the  State.  A  large  manufacturer  of  machinery  told  the  witness 
recently  that  he  bought  a  considerable  amount  of  pig  iron  from  Pittsburg  in  spite  of 
the  fact  that  the  freight  rate  was  so  high.  The  witness  is  inclined  to  think  that  the 
Colorado  Fuel  and  Iron  Company  ought  to  be  able  to  produce  iron  and  steel  about 
as  cheaply  as  it  is  produced  in  Pittsburg,  although  the  cost  of  labor  and  general 
expenses  are  higher  in  Colorado.  The  supply  of  ore  and  coal  is  practically  unlim- 
ited and  quite  converuent,  althou^  the  Fuel  and  Iron  Company  gets  most  of  its  iron 
ore  from  the  edge  of  Wyoming.  The  witness  presumes  that  sooneror  later  there  will 
be  many  more  ironworks  eetablished.  Colorado  is  a  large  State,  with  many  resources 
and  few  people  to  develop  them,  so  the  available  capital  has  larpely  gone  into  pre- 
cious metal  mining  and  other  enterprises  rather  thaji  inte  coal,  iron,  and  Hteel  pro- 
duction.    (&48-857.J 

2.  Alleged  ditcrimtnation  agaitat  Denver  jobbers  in  dirtribviion  of  goods. — Mr.  Gbip- 
Trm  presents  a  paper  prepared  by  the  chairman  of  the  traffic  bureau  of  the  Denver 
Chamber  of  Commerce  regarding  the  freight  rates  at  Denver,  and  the  witness  himself 
explains  the  subject  further  and  presents  additional  arguments  in  favor  of  modifica- 
tions of  the  existing  hams.  It  is  asserted  by  these  gentlemen  that  Denver  has  never 
had  any  sabetantiat  assistance  in  herdevelopment  from  the  transportation  companies, 
but,  on  the  other  hand,  has  been  constantly  handicapped  by  restrictions. 

TTie  particular  compUunt  presented  by  Mr.  Griffith  is  in  behalf  of  the  jobbers  of 
Denver,  who  hold  that  they  have  never  enjoyed  a  basis  of  rates  tor  the  distribution 
of  goods,  particalarly  to  common  points  in  Montana  and  Idaho  and  other  States 
adjoining  Colorado,  which  enabled  them  to  compete  with  Eastern  dties  and  Miwonri 
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lUver  points  or  with  the  Padflc  terminal  points  as  Teeards  the  distribution  of  prod- 
nets  from  California.  Denver  has  always  been  treated  88  a  way  statjou  in  the  mak- 
ing of  rates.  From  the  East  the  Missouri  River  ie  substantially  the  tiasia  line.  Mis- 
souri Eiverand  other  Easl«rn  points  receive  through  ratesdlrtitly  to  common  points 
in  the  Mountain  States,  while  Denver  must  add  to  a  high  rate  from  the  Eastern  piointa 
Other  high  local  rates.  The  rates  from  Denver  to  Utah,  Montana,  and  Idaho  are 
based  upon  the  Missouri  River  rates  and  are  usually  70  or  80  per  cent  of  those  rates, 
which  makes  it  practically  impossible  for  any  considerable  amount  of  business  to 
originate  at  Denver.  Bv  way  of  further  illustration  the  witness  states  that  the  rate 
from  the  Atlantic  coast  Dy  rail  to  Denver  is  $2.72  per  100  pounds  on  Qist-class  goods. 
The  rate  from  Chicago  to  Denver  on  firstHjlass  goods  is  $2.05,  and  the  rate  from  Mis- 
sissippi and  Missoun  River  points  is  practically  the  same,  From  Denver  to  common 
points  in  Montana  and  Idaho  the  freight  rate  is  $2  on  flrst-clasa  commodities.  The 
rates  from  the  Missouri  River  to  those  common  points  direct  is)p2..W  por  100  pounds, 
which  is  very  much  leas  than  the  combined  rate  from  the  river  to  Denver  and  from  Den- 
ver to  Idaho  and  Montana.  Mississippi  River  points  haveacarload  rate  on  firet^ilasB 
goods  to  Idaho  and  Montana  of  $2.90  per  100  pounds,  and  Chicago  has  a  carload  ratectf 
$3.10.  The  rate  from  Chicago  to  Denver,  added  to  the  rate  of  these  coomion  points 
from  Denver,  is  $4.05,  there  ocing  no  carload  rates  allowed  to  Denver  on  most  goods. 
The  Chicago  jobber  thus  has  an  advantage  of  95  cents  on  the  cost  of  shipment. 

Mr.  Griffith  states  that  there  is  less  occasion  for  complaint  as  regards  the  ratee 
from  Denver  to  New  Mexico.  An  arbitrary  blanket  rat©  das  been  made  by  the  rail- 
roads on  the  condition  that  the  merchants  should  give  them  a  certain  amount  of 
tonnage.  ■  These  rates  enable  the  Denver  merchants  to  compete  in  Sew  Mexico  ter- 
ritory. The  rates  from  Denver  to  Colorado  points  are  also  satiBfactory,  and,  in  fact, 
the  jobbing  business  of  Denver  is  largely  confined  to  the  State  of  Colorado  alone. 
The  rates  tn  some  instances  are  high,  but  the  Eastern  jobber  bos  no  advantage,  since 
there  are  no  through  rates  from  the  Eastern  States  lower  proportionately  than  those 
by  way  of  Denver. 

Tbis  witness  states  also  that  practically  all  Eastern  cities  have  the  same  advantage 
over  Denver  in  the  matter  of  jobbing  business.  The  witness  understands  that  goods 
coming  from  the  East  to  Chicago  takes  a  basis  of  67  cents  per  100  pound>«  first-class  to 
Chicago;  the  Eastern  rate  to  St.  Louis  is  37  cents,  and  to  Mii^HOuri  River  points  $1.47. 
AH  the  different  Missouri  River  points  get  the  same  rate  from  the  Atlantic  seaboard 
and  make  the  same  rate  to  Western  points. 

The  Denver  merchants  m&intaln,  according  to  Mr,  Griffith,  that  tbey  are  entitled 
to  be  placed  on  an  equal  competitive  basis  with  regard  to  distributing  goods  to  com- 
mon points  in  the  ^Icuntain  States.  The  present  base  line  on  lyhich  the  Western 
diatribulive  rates  are  founded  is  the  MisHouri  River.  A  new  base  line  should  be 
established,  running  north  and  south  through  Cheyenne,  Denver,  Colorado  Springs, 
and  Pueblo.  This  would  enable  all  the  cities  named  and  others  along  the  same  hne 
to  compete  on  equal  terms  with  Eastern  ^ints.  The  establishment  of  this  new  base 
wonld  also  prevent  rate  wars  and  discriminations,  since  it  cuts  in  rates  were  made  to 
these  points  they  would  have  to  apply  to  farther  Western  points  as  welt.  The  Den- 
ver merchants  do  not  desire  that  tbe  rates  shall  be  lower  proportionately  to  and 
from  Denver  than  in  case  of  the  more  eaj^tem  points,  hut  they  do  desire  to  have 
proportionate  rates.  The  witness  re<ngnizes  that  if  the  adoption  of  such  a  new 
Eiasb  would  not  furnish  sufficient  tonnage  to  the  rtulroads  to  justify  the  change  in 
the  rate  they  could  not  be  expected  t»  adopt  it,  but  he  asserts  that  the  only  way  iri 
which  tbe  country  can  be  developed  is  by  ceasing  to  discriminate  against  it.  It  ia 
to  the  interest  of  the  railroads  that  the  country  which  they  enter  should  be  devel- 
oped in  its  manufacturing  and  distributing  business.     (&48,  857) 

F.  Frelcht  rates  to  tke  PhcIHc  coaal  and  *ea  compelltlon.— 1.  7^ 
catf  before  the  Inter/late  Commirce  Commimon. — Mr.  Whbkleb,  representing  the  I^ciAc 
Coast  Jobbers'  Association,  describes  the  case  being  prosecute!  in  1901  before  the 
Interstate  Commerce  Commission  with  reference  to  tne  Pacific  coast  freight  rates. 
This  case  was  brought  by  the  jobheis  of  the  Middle  West,  through  the  St.  Louis 
Traffic  Bureau,  to  compel  the  railroads  to  put  them  in  a  more  favorable  position  as 
r«Mrds  traffic  to  the  coast 

The  witness  states  that  the  transcontinental  railroads  found  themselves  at  the  out- 
set met  with  the  competition  of  sea  carriers  from  New  York  and  the  Atlantic  coast 
to  San  Francisco  and  other  Pacific  coast  ports.  They  were  obliged  to  make  rates  to 
meet  that  competition,  with  allowance  for  the  less  favorable  couilitions  of  sea  traffic. 
The  rwlroads  of  the  Middle  West  thereupon  iusisted  that  tliey  should  apply  like 
sea-competitive  rates  between  Chicago  and  other  Middle  West  cities  and  ttie  coast. 
They  insisted  on  what  was  known  as  "  poBtage-et&mp  rates,"  muring  the  chaises 
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from  all  Eaetern  pointB  equal,  as  the  Qovenimmit  does  in  carpdnf;  letters.  They 
made  tari&s  Becomingly,  which  pi&ctically  confined  sea  competition  to  competitioii 
•a  it  then  exieted.  The  merchants  of  San  Francistx),  in  1893,  in  order  to  break  the 
monopoly  then  maintained,  by  virtue  of  practical  combination  between  the  nulroada 
and  the  Bteamship  companies,  establieheu  a  new  ttleamBhip  line  to  run  in  connection 
with  the  Panama  Railroad  and  ita  steamship  line  on  the  Atlantic.  They  also  eubei- 
dized  a  rival  line  of  clipper  ahipa  around  Cape  Horn.  The  result  was  violent  com- 
petitioDBndagreat  cuttiDKof  latce.  Bail  latea  were  generally  flattened  out,  and  little 
or  no  difference  remained  between  carload  and  leee  than  carload  rates,  while  v^ue 
of  goods  and  other  proper  elements  which  should  l>e  regarded  in  connection  with  sea 
competition  were  diBr»arded.  This  rate  war  continued  during  1893  and  1694,  after 
which  the  new  ateamsnip  line  was  abandoned  and  the  Panama  Railroad  Company 
renewed  its  relations  wiui  the  Pacific  Mail  Steamship  Company  (which  is  affiliated 
with  the  Southern  Pacific  Company).  Rates  were  advanred,  but  carload  diSerentials 
formerly  existing  were  not  at  first  restored.  The  Middle  West  jobbers  had  been 
able,  owing  to  (he  abandonment  of  these  special  carload  ratc«,  to  secure  an  abnor- 
mally lai^sture  of  the  busineesof  distributing  goods  into  the  Pacific  coast  territory. 

For  this  reason  the  Pacific  Coaat  Hardware  and  Hetal  Association,  an  organiMtion 
of  jobbers,  made  a  protest  and  held  a  meeting  with  the  railroads  in  May,  1898,  at 
Milwaukee,  as  the  result  of  which  railroads  in  a  measure  restored  the  conditions 
existing  before  the  rate  war,  which  were  more  satisfactory  to  Pacific  coast  iobbera. 
The  Middle  West  joblierB  thereupon  in  turn  protested  and  claimed  as  a  right  what 
had  be^i  granted  by  the  railroads  as  a  war  expedient.  Their  efforts  were  successful 
in  the  case  of  the  Great  Northern  and  Northern  Pacific  railways,  which,  on  May  1, 
1890,  T^ucetl  the  carload  differentials,  and,  detipite  the  complaints  of  the  Pacific 
coast  jobbers,  declined  to  recede  from  that  position.  The  railroads  running  directly 
to  Cahlomia,  however,  paid  no  attention  to  their  northern  competitors,  and  continued 
the  operation  of  the  Milwaukee  tariff. 

Thereupon  the  Middle  West  jobbers  began  the  suit  before  the  Interstate  Commerce 
CoDUoisBion  against  the  transcontinental  railways.  They  demanded:  (1)  That  rates 
should  be  graded  according  to  distance,  so  that  a  lower  rate  should  exii<t  from  St. 
Louis  than  from  Chicago  and  a  lower  rate  from  Chicago  than  from  New  York;  (2) 
that  carload  differentials  should  be  materially  reduced;  (3]  that  "blanket"  descnp- 
tions  should  be  adopted,  by  which  a  variety  of  articles  widely  diverse  in  value, 
density,  and  liability  to  damage  might  be  packed  in  a  single  case  and  transported  at 
a  angle  rate.     (744,  746. ) 

Hr.  Lanolby,  of  the  Merchants'  Association  of  New  York,  aa^s  that  it  is  possible 
for  a  New  York  merchant  to  do  business  in  California  territory  in  competition  with 
San  Frandsco.  On  business  destined  for  California  and  the  Pacific  coast  there  is  a 
elaaaification  in  effect  which  is  peculiar  to  that  traffic.  It  is  made  in  a  diSerent  way 
from  the  other  classifications.  It  is  made  by  grouping  and  naming  rates  to  cover 
gronpe  ra^er  than  items.  There  has  been  a  contention  by  the  commercial  bodies  of 
the  central  West,  particularly  Chicago  and  St.  Louik,  that  the  E<cale  of  ratfs  and  also 
the  clasBificalion  in  effect  from  Chicago  and  ^t.  Louis  is  detrimental  to  their  inter- 
ests. Those  cities  claim  that  the  transcontinental  lines  are  using  the  difference 
between  the  carload  and  the  lees  than  carload  rates  to  exclude  them  from  the  Pacific 
coast  territory.  The  Pacific  coast  jobbera  maintain  that  Chicago  and  St.  Louis 
have  no  l^ht  to  do  buainesB  in  that  territory,  and  there  is  now  a  case  before  the 
Inter^te  Q>mmerca  CommiBSion  tliat  involves  the  whole  question.  The  rate  from 
New  York  to  San  Pranciaco  and  from  ChicagotoSanFranciwois  the  same.  Chicago 
and  6t  I^ouis  both  claim  that  because  they  arc  nearer  San  Francisco  the  rate  to  San 
Francisco  should  be  relatively  less  than  it  is  from  Now  York.  The  rate  from  New 
York  to  San  Francisco,  however,  on  transcontinental  busines  should  be  properly 
Styled  a  "compelled"  rate;  that  is,  a  rate  not  based  on  the  cost  of  service  or  the  dis- 
tsiice  hauled,  out  forced  upon  the  roads  by  the  ocean  rate  from  New  York  around 
Cape  Horn  to  San  Francisco.  Chicago  and  St.  Louis  seek  to  have  that  compelled 
rate  osed  as  a  basis,  and  then  oblige  the  railroads  to  grade  the  rates  from  the  Eastern 
seaboard  to  the  Pacific  coast.  Denver  makes  practically  the  same  claim.  If  the 
prindple  involved  in  the  compelled  rate  is  not  reci^ni/ed  and  protected  and  this 
praded  ^rstem  of  rates  is  intrMuced,  the  rate  from  New  York  to  San  Francisco  of  Jl, 
if  graded  westward,  would  soon  reach  a  point  beyond  Denver  where  there  would 
not  be  any  rate  at  all.  The  Chicago  merchant,  while  apparently  able  to  compete 
with  the  New  York  merchant  for  the  California  trade,  nas  against  him  the  rate 
that  he  had  to  pay  to  get  his  stock  from  the  East  to  Chicago.  On  import  goods, 
however,  he  can  compete  with  the  New  Y'ork  jobber  for  the  California  trade. 
(875-876.) 
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Mr.  SrcBBS,  third  ■vice-piesideiit  of  the  Bouthem  Padflc  Company,  abo  d  _. 

the  case  brought  by  the  shippers  of  the  Middle  West  before  the  Interetate  Commerce 
ConmuBsiaa  regarding  freight  rates  to  the  Pacific  coast.  He  says  that  the  iat«retate- 
commerce  law  recognizes  by  icoplicatioii  that  a  subetaDtisl  difference  of  circumstances 
and  conditions  will  justify  a  higher  rat«  for  the  shorter  haul  that  is  cont^ned  within 
a  longer  haul  than  for  a  longer  haul  itself.  Usually  the  Interstate  Commerce  Oom- 
mission  has  defined  such  special  conditions,  justifying  lower  rat«fl  for  longer  hauls, 
to  be  competition  by  foreign  carrietB  or  sea  cturiers  not  under  the  conlzol  of  the 


San  Francisco  has  had  the  advanti^  of  sea  competition  as  from  New  York  and 

from  all  points  in  the  East  within  reasonable  distance  of  New  York.  The  sea  car- 
riers control  the  rates  so  that  the  railroads  on  such  traffic  can  not  get  a  fully  com- 
pensatory rate,  that  is,  a  rate  which  contributes  its  full  share  toward  all  the  expenses 
of  traJisportation  including  Uxed  charges.  The  practice  of  the  railways  has  been  to 
meet  this  sea  comtietition  just  so  far  as  it  extended  and  no  farther.  Thus  the  rail 
rate  from  New  York  to  an  interior  town  in  California  would  be  higher  than  the  rate 
to  San  Francisco,  even  though  the  distance  should  Ite  less,  by  the  amount  of  the  local 
rate  from  San  Francisro  back  to  this  interior  point.  Thus  the  intermediate  points 
in  tbe  West  for  a  very  considerable  distance  baclk  from  the  coast  have  thus  had  higher 
rates  than  the  rates  from  New  York  to  San  Francinco,  and  the  Interstate  Commerce 
Commission  and  uercliants  in  the  F^t  generally  have  juetifled  this  practice.  The 
same  principle  should  apply  as  regards  shipments  from  Eae(«m  cities  to  the  Padfic 
coast.  Pittsburg,  St.  Ix>ui8,  and  other  cities  should  have  rates  to  San  Francisco  equal 
to  the  rate  from  New  York  plus  the  local  rate  from  those  cities  to  New  York,  whence 
sea  carriers  could  be  employed. 

On  account  of  the  magnitude  of  the  interests  at  these  Eastern  interior  cities,  they 
have  been  unwilling  to  accept  this  principle,  and  are  bringing  suit  before  the  Inter- 
state Commerce  Commission  to  compel  tne  railroads  to  make  rates  from  Chic^o, 
St.  Louis,  and  other  interior  cities  to  San  Francinco  lower  than  the  rates  from  I^w 
York  to  San  Francisco,  on  the  ground  that  the  distance  is  shorter.  All  of  the  trans- 
continental railroads  are  involved,  but  the  chief  burden  of  the  defense  rests  upon  the 
Southern  Pacific  Company,  IjecauMO  it  is  the  most  imiwrtant  and  because  it  operates 
a  through  line  from  New  York  to  San  Francisco  and  has  no  line  from  Chicago,  w) 
that  its  mtercst!^  are  somewhat  different  from  those  of  railroads  originating  at  Chicago. 
The  Southern  Pacific  Conpany  holds  that  it  would  he  ruinous  to  all  of  tnese  roads  if 
the  principle  contended  for  by  the  shippers  in  this  suit  should  be  accepted,  because 
the  rates  from  all  intermediate  points  will  l>e  forced  down  to  the  level  of  the  non- 
compensatory rates  which  are  compelled  by  sea  competition. 

Mr.  Btubbs  declares  that  the  influence  of  sea  competition  from  the  Atlantic  coast 
to  California  affects  the  traffic  as  far  west  from  the  Atlantic  as  Kansas  City,  while 
goods  have  been  shipped  from  San  Francisco  by  way  of  New  York,  while  goods  have 
also  been  shipped  from  Ban  Francisco  to  Dodge  City,  Kansas,  by  way  of  the  Canadian 
Pacific.     (780.) 

2.  (Jarload  aifferenlxdU. — Another  question  of  difference  in  the  suit  referred  to  is 
regarding  carluid  rates  as  compared  with  rates  for  less  than  carload  quantities.  Mr. 
Btubhs  says  that  the  Pacific  railroa<1s  have  made  an  adjustment  precisely  similar  to 
that  whicn  exists  in  practically  all  railroad  tariffs  throughout  the  country;  by  which 
the  rates  on  carloads  are  lower  than  those  on  smaller  quantitlen.  The  difference  is 
arbitrary,  but  wi'l  range  from  50  cents  to  perhaps  $1.50  per  100  pounds,  according  to 
the  laaeiH  rate.  This  arrangement  enables  tbo  merchants  of  San  Francinco,  Portland, 
Seattle,  and  other  jobbing  centers  on  the  Pacific  coast  to  import  goods  by  carloads 
and  distribute  them  back  to  smaller  towns  in  less  quantities.  The  merchants  of  St. 
Louis,  Chicago,  andothcrlarge  joi)bing  centers  in  the  Midak  West  are  trying  to  reach 
out  into  the  Pacific  coa^t  territory,  and  are  now  seeking  by  this  suit  to  compel  the 
modification  of  tlie  differentials  in  favor  of  carload  lots,  so  that  they  can  distribute 
their  ([oods  directly  to  the  consumers  on  the  Pacific  coast  at  the  expense  of  Pacific 
coast  jobbeis. 

Mr.  Stubbs  says  that  the  Northern  Pacific  and  Great  Northern  railroads  originally 
had  the  same  carload  differentials  as  the  railroads  terminating  in  California,  and  that 
on  a  petition  of  the  jobbers  in  Chicago,  St.  Louis,  and  other  cities  they  reduced  the 
differential  so  as  to  give  those  jolibers  an  advant^  in  distributing  goods  to  retaiiere 
on  the  Pacific  coast  The  objectot  the  railroads  in  doing  so  was  to  favor  the  jobbers 
at  their  eastern  terminals  because  of  the  relative  unimjiortance  of  the  jobbing  buri- 
nesi  at  their  western  terminals,  esi)ecially  as  compared  with  the  jobbing  huKiness  of 
Ban  Frandsco.  The  attitude  of  tlie»e  two  northern  roads  as  regards  the  case  before 
the  Interstate  Commerce  Commistiioa  is  one  of  indifference.  The  witness  <loee  not 
know  whether  tbey  would  at^ept  the  existing  carload  differentials  of  the  more  south- 
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enrtMdBif  the  InterBtAteCommeTceConiiDiaBion  should  declare  them  jtutiflable,  and 
it  is  qoeatioiiable  whetJier  the  Interstate  Commerce  Commiseion  would  have  pow«r 
to  compel  them  to  make  theee  same  difietvntialB.     (760,  761.) 

3.  Btanttt  dacrifHimt. — A  third  feature  of  the  case  is  the  demand  that  various 
daaaee  of  artielea  which  now  take  different  rates  mav  be  siven  the  same  rates.  This 
is  particnIariT  demanded  as  r^ards  hardware.  'Indeed  ttie  real  movers  la  the  pre»> 
entsoit  are  tneSimmoDS  Hardware  Company,  of  St.  Louie,  and  the  Hibbard,  Spencer 
&.  Bartlett  Compaoy,  of  Chica^,  two  of  toe  largest  hardware  companies  in  the  world. 
They  wish ,  by  way  of  illustration,  that  hammers,  hatchets,  shovels,  and  planes,  which 
may  now  be  assumed  to  have  difiereiit  rates  of  freight,  may  be  put  nnder  the  sinfrle 
rate.  At  present,  if  these  different  articles  were  packed  in  a  sinitle  packaite,  it  would 
be  chaived  for  at  the  rate  for  the  highest  rated  article.  Under  the  change  demanded 
the  pacKsge  would  all  go  at  one  rate,  lower  tlian  the  former  highest  rate,  the  object 
of  the  change  being  to  enable  shippers  to  send  assorted  pacuges  to  retail  dealers 
directly  at  low  rates.     ( 758,  Ifa.) 

4.  Argmnait  of  Pacific  ooaMjohbert. — In  defense  of  the  position  of  the  Pacific  job- 
bers in  opposing  the  demand  of  the  Middle  West  jobbers  above  outlined,  >Ir.WBBBUn 
declaree  toat  it  is  not  just  to  destroy  the  natural  geofrraphical  advantsftee  whirh  any 
city  pooocmcfl — advantages  which  were  the  very  c*use  ol  its  foundatioa.  The  pwjjle 
who  pioneered  San  Francisco  did  not  go  there  especially  because  of  the  beaaty  of^its 
locatioEi  or  of  its  fine  climate.  They  went  because  of  the  commercial  poseiDilities 
owing  to  the  fact  that  Ban  Francisco  had  cheap  water  commuidcation  with  the  Eart- 
em  seaboard  and  is  the  natural  gateway  of  the  Pacific  coast 

The  San  Francisco  jobbers  further  brieve  that  sea-competitive  rates  on  the  part  of 
the  railroads  should  be  confined  to  points  where  sea  competition  actually  exists. 
The  wituew  believes  that  the  long  ana  short  haul  clause  of  tne  interstate-commerce 
law  is  clear  in  not  permitting  railroads  to  make  a  lower  rate  fur  a  loi^r  haul  from 
Chicwo  and  inland  points  to  San  Francisco.  The  law  permits  the  waiver  of  the  long 
and  bhort  haul  clause  where  drcumstanoes  are  dismmilar.  The  dissimJUtrlty  in  thu 
case  probably  consists  in  the  fact  that  New  York  and  other  seaboard  cities  have  water 
transportation  to  Ban  Francisco  which  inland  cities  do  not  have.  It  costs  compara- 
tively little  to  build  ships,  and  the  sea  is  God's  natural  highway.  New  York  has 
this  sea  connection  with  San  Francisco.  There  is  no  such  water  competition  directly 
from  Chicago.  Chicago  and  St  Louis,  however,  ignore  the  very  basis  of  the  low  ratee 
from  New  York  to  San  Francieoo,  and  maintain  that  they  should  have  a  lower  rate 
than  New  York.  The  railroads  claim  that  the  rate  should  actually  be  higher  than 
from  New  York,  that  the  Middle  West  shipper  should  first  pay  the  rail  rate  to  New 
York,  and  then  take  advantage  of  the  eea  transportation.  The  railroads,  however, 
are  willing  to  compromise  by  mskiog  the  rates  tlie  same  from  all  these  pomts. 

Mr.  Wheeler  says  further  that  thedisadvantages  attending  water  transportation  are 
such  that  the  rates  by  rail  should  be  materially  higher  even  in  onler  to  make  equal 
competition,  andheanerts  that  theshippersof  the  Middle  West  are  trying  to  compel 
the  railroads  to  ^ore  theee  dindvantages  and  make  the  rates  bv  rail  unduly  low. 
In  sbippii^by  sea  tt  requires  at  least  fourmonthe  longer  to  takegooiis  by  sailing  vessels 
from  New  York  to  San  Francisco  than  in  shipping  by  rail.  The  capital  inveeted  in 
thegoodsduring  this  voyaf^  is  idle,  and  the  interest  roust  be  considered.  Moreover, 
the  uncertainty  as  to  tbe  time  when  the  goods  will  arrive  by  i<ailing  vessels  is  a  great 
disadvantage  to  the  purchaser  of  the  goods.  Again,  to  the  sea  rate  the  marine  insur- 
ance must  be  added,  as  well  as  the  liability  to  damage.  All  these  disadvantages  it  is 
now  sought  to  ignore.     (746, 746,  ] 

K.  J'aeifi/:  coatt  rata  and  the  Denver  cote. — Mr.  Wheelek  holds  that  the  Interstate 
Commerce  Commission  in  its  decision  in  the  Denver  case  pointed  out  rightly  the 
inconsistency  of  the  principle  of  making  sea  competitive  rate's  as  regards  Chicago,  St 
Louis,  and  other  inland  cities.  Indeed,  St.  Louis,  Minneapoliti.  Omaha,  and  other 
cites  on  the  Miwonri  River  are  put  by  the  railroads  nn  an  equality  on  the  basis  of 
the  sea  competitive  rates  from  New  York.  The  Interstate  Commerce  Commission 
in  die  Denver  case  hold  that  the  rulroads  might  not  justly  draw  the  tine  at  the  Mis- 
souri River,  but  must  give  Denver  and  even  Bait  Lake  City  the  advantage  of  lower 
ratea  The  rate  has  been  higher  from  these  places  to  Ban  Francisco  than  from 
Chicago,  St  Louis,  or  New  York.  The  aim  of  tne  railroads  in  arranging  the  rates  in 
this  wa^  has  been  to  create  tbe  budness  as  near  as  possible  to  their  eastern  termini, 
increasing  the  length  of  the  tuml.  It  is  also  the  aim  of  the  railroadu  starting  from 
Chicago  and  MissoniiltiverpdntatosecurelowerTates  from  those  points  than  previul 
from  New  York  in  order  that  manu&cturing  and  other  interests  may  be  built  up  at 
their  eastern  termini  and  that  thdr  business  mav  be  increased  at  the  expense  of  the 
bomnese  of  seaboard  cities  which  have  natural  and  better  geographlfkl  positions 
■B  regards  Padflc  cout  tnfflc    For  this  reason  the  witness  uiii^  that  the  pacific  - 
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coast  would  benefit  by  the  eetablishment  of  conaolidated  lines  of  railwaja  operating 

"  the  WBV  from  the  Atlantic  coast.     These  th         '  '"  >  .  .       .      . 

ild  up  the  middle  uitiee,  such  ae  exists  at  pn 
yfrom  the  Atlantic  seaboard.     (746,747.) 

6.  Eritiing  tea  trangportaluin  rcrutei  to  Son  PrandtM. — Mr.  Whebler  sajrsth&t  there 
is  not  at  present  apparently  any  tendency  for  the  eea-carryine  trade  of  San  Francisco 
tocomeunderthedominationof  the  railroads.  There  tormerly  was  such  a  tendency, 
which  caused  great  alarm  to  the  PaciQc  coast  shippers.  \'ery  recently  a  new  line  of 
vessels  has  been  established  known  as  the  American-Hawaiian  line.  This  is  to 
operate  very  large  steam  vessels,  of  from  8,000  to  12,000  tons  register.  There  will 
be  a  Bailing  each  month  from  New  York  to  Ran  Francisco  by  way  of  the  Straits  of 
H^ellan.  From  San  Francisco  the  vessels  go  to  Honolulu  to  take  sugar  cargoes, 
whence  they  return  to  New  York.  The  great  advantage  of  theee  vessels  over  the 
sailing  vessels  which  have  been  so  largely  used  is  the  certainty  as  to  the  time 
of  arrival.  They  expect  to  make  the  voyage  froni  New  York  to  San  Fruiciaco 
in  RO  days,  and  they  are  fully  as  regular  as  the  rail  lines  in  the  delivery  of 
bright.  The  merchant  merely  has  to  figure  40  days  longer  and  he  ran  make  his 
oiders  accordingly.  In  the  case  of  sailing  vessels  there  was  no  certainty  whether  they 
would  arrive  in  4  months,  in  B  or  8  months,  or  even  longer.  The  merchant  might 
find  his  goods  arriving  after  the  season  for  them  had  pasiied. 

The  rates  established  by  this  new  line  of  steaniers  are  scarcely  higher  than  the 
sail  rates  previously  prevailing.  They  nm  from  40  cento  to  65  cents  per  hundred 
pounds.  The  all-rail  rales  on  similar  classes  of  goods  range  from  60  cents  to  %&. 
The  nul  carriers  make  especially  low  rates  on  goods  which  are  carried  in  the  lower 
holds  of  vessels,  such  as  iron  and  steel  producU  of  different  Horts.     (750.) 

Mr.  Stubbs  says  that  the  coropetition  of  stea  carriers  at  San  Francisco  ports  is 
greater  than  ever  before.  The  Panama  Railroad  run  three  or  four  steamers  each 
way  monthly  from  New  York  to  San  Francisco.  To  be  sure  the  8outhern  Pacific 
Company  is  interested  in  the  Padflc  Mail  Steamship  Line,  constituting  the  western 
end  of  this  Panama  system,  tnit  this  line  doeH  not  now  have  power  to  fix  rates-  The 
American- Hawaiian  Hteamship  Company  is  operating  vessels  of  from  6,000  to  8,000 
tons  burden  from  New  York  to  San  Francisco  b^  way  of  the  Straits  of  Magellan. 
These  steaQOships  have  a  large  capacity  and  relatively  small  coal  consumption,  and 
can  take  cargoes  from  New  York  to  Ban  Francisco  very  cheaply.  They  are  taking  all 
classes  of  freight.  There  is  nothing  but  perishable  freight  that  can  not  go  around 
the  Horn,  and  even  perishable  freight  can  be  handled  with  proiier  appliancce. 
(673.) 

VI.  nOKZT  BBOSEBAGE— PASSEN-OKR  BUSINESS. 

A.  Cliaracler  of  people  encased  In  brakeraiie  boalnesi.— 1.  Gmer- 
aUv- — Mr.  LiMnBNBEBOBB  says  that  there  are  two  n^larly  oivanized  associations  of 
ticKet  brokers — the  American  Ticket  Brokers'  Aseoi'lation,  witEamemberahip  of  335, 
and  the  Guarantee  Ticket  Brokers'  Association,  with  a  membership  of  f*3.  Mr.  Lin- 
denberger  assumes  that  each  memlier  has  3  clerkc,  on  an  average,  so  that  there 
are  1,SOO  or  2,000  persons  making  a  living  at  the  business  in  the  United  States.  In 
the  larger  cities  the  business  is  conducted  by  those  who  devote  their  entire  time  to 
"  'n  smaller  jilaces  it  is  done  largely  by  persons  in  other  lines  of  business,  very  fre- 
itly  by  thoi*  who  conduct  book  and  news  stands  in  hoteb'.  Many  membere  at 
.  i  American  Ticket  Brokera'  Association  have  been  engaged  exclusively  in  this 
business  for  from  10  to  30  yea.n.  They  have  the  respect  and  confidence  of  their 
communities  and  of  the  railway  managera.  Mr.  Lindenberger  does  not  know  to 
whom  he  could  more  safely  refer  for  a  certificate  of  character  than  to  the  railway 
passenger  men  of  bis  city,  though  many  of  them  are  bitter  antagonists  in  a  business 
way.   T320-) 

Not  a  broker  now  In  the  American  Ticket  Brokera'  Association  has  ever  been 
acresled  (or  fraud  or  chamd  with  it.  Memters  have  been  expelled  for  doing  an 
illeEitimate  business.     (355,  357.) 

Mr.  IJndent>erger  states  further  that  c<lucation  in  a  ticket  brokers'  ofiSce  is  a  com- 
mon stepping-Btone  to  employment  in  the  passentjer  departmentJf  of  railways.  He 
knows  eeveral  prominent  railroad  men  in  high  positions  who  received  their  first  edu- 
cation in  the  ticket  business  behind  a  brokers  counter,  A  man  there  becomes  famil- 
iar with  every  form  of  ticket  that  In  issued,  with  the  different  lines  of  road  in  the 
United  States,  with  connections,  ete.     (325,  350.) 

2.  American  TKeket  Broker^  AtiaocUUxon. — Mr.  Lintibhbeboeii  submits  a  copy  of  the 
constitution  and  by-laws  of  the  American  Ticket  Brokers'  Association.  Any  person 
of  good  moral  character  who  possesses  the  necessary  ability  and  capital  is  eligible  to 
membeiship  upon  payment  ot  an  initiation  fee  if,  m  the  ]  udgmeut  of  the  executive 
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committee,  the  location  will  admit  of  hie  sdminion.  A  member  may  hold  not  more 
(ban  two  memberBhipB  in  any  one  city  and  not  more  than  five  in  the  aeeociation. 
A  memberahip  under  which  ue  holder  hae  conducted  business  for  not  lem  than  6 
months  may  oe  sold  or  assigned  to  any  person  eligible  to  membership,  with  the 
approval  of  the  esecntive  committee.  Id  every  citv  where  there  are  three  or  more 
members,  tbememberamust  or^mizealocaldiviaioanavingforils  objects  uniformity 
of  selling  rates  and  the  destroction  of  hostile  competition.    New  applioanta  ir  "  "■•■■ 


where  one  or  more  memberships  are  operated  must  pay  an  initiation  fee  of  forty  times 
the  amount  of  the  preecribed  fee,  as  foUowB:  Class  A,  $1 ,000;  class  B,  1600;  class  G, 
(400;  class  D,  (200.  No  member  may  conduct  biB  business  in  any  place  where  liqaor 
is  sold,  nor  in  any  place  objected  to  by  the  executive  committee. 

All  asBociation  rebate  oraers,  when  properly  drawn  by  members  in  good  standing, 
most  be  honored  without  question.  Whenever  a  ticket  or  coupon  purchHsed  of  a 
member  bya  passenger  is  not  accepted  for  passage,  through  no  neglect  of  the  passen- 
ger, and  the  passenger  is  obliged  to  pay  fare,  the  full  amount  of  We  so  paid  must  be 
retomed  to  the  passenger.  Whenever  a  ticket  is  sold  without  recouise,  wholly  or  in 
part,  this  most  be  statnl  in  writing  to  the  passenger  at  the  time  of  such  sale.  All 
disputes,  whether  between  members  or  between  patrons  and  members,  must  be 
referred  directly  to  the  executive  commiUee  as  a  board  of  arbitration,  from  whose 
decision  appeal  lies  to  the  annual  convention.  If  a  member  fails  to  make  good  any 
written  or  verbal  guaranty  to  a  passenger,  the  guaranty  must  be  made  good  by  the 
association,  when  so  decided  by  the  executive  committee,  and  the  amount  muet  be 
charged  to  the  member.  Any  transaction  between  a  member  and  any  person  or  cor- 
poration whereby  the  syatem  of  ticketbrokeragemay  be  liable  to  injury  or  degradation 
18  declared  to  be  a  misdemeanor;  so  also  is  the  buymg of  employees',  complimentary, 
or  stock  pasees.  The  punishment  for  a  misdemeanor  in  reprimand,  fine  not  escee^- 
ing^lOO,  suspension  (one  or  all),  or  expulsion,  at  the  discretion  of  the  executive 
committee.  If  the  onense  is  such  as  to  cause  pecuniary  damage  to  either  a  patron, 
corporation,  or  member,  the  executive  committee  may  also  require  such  rewtitutioo 
from  the  oHender  as  they  may  deem  proper.  No  member  is  permitted  to  have  any 
transaction  relating  to  ticket  brokerage  with  a  broker  who  is  not  a  member  of  the 
association,  nor  with  a  suspended  member.  A  member  who  joins  another  associa- 
tion of  ticket  brokers  is  to  oe  suspended  or  expelled,  at  the  discretion  of  the  execu- 
tive committee. 

The  association  maintains  a  committee  on  hostile  legislation,  consisting  of  one 
member  elected  annually  by  the  convention.  The  committeeman  receives  a  salary 
of  t2,500  a  year.  In  the  event  of  hostile  l^islation  in  any  State,  the  members  in 
such  State,  acting  under  the  direction  of  the  committee  on  hostile  legislation,  are  to 
pay  60  per  cent  ot  the  expense  incurred,  and  the  association  is  to  pay  50  per  cent. 

Mr.  Lindenberger  also  submits,  as  indicating  the  care  with  which  the  association 
triee  to  exclude  improper  persona,  the  form  of  application  for  membership  and  the 
reference  blanks,  which  are  to  be  filled  by  3  mecntem  of  the  association,  by  a  banker, 
and  by  2  merchants,  to  all  of  whom  the  applicant  for  membership  is  required  to 
rrfer.     (321-324.) 

B.  Iflethods  of  ba«ineM< — 1.  Oenentl  nofitre  of  buginei*. — Mr,  LiNDBNBBiiaER, 
of  the  American  Ticket  Brokers'  Association,  says  that  the  business  of  ticket  brokers 
is  to  buy  passenger  tickets  from  the  agents  of  railways  and  from  passengers  and  to 
sell  them  to  travelers  below  the  published  tariff  rates.  (318.)  The  brokerage  businea 
depends  on  the  existence  of  inequality  and  discrimination  m  the  passenger  biiaincHS. 
If  the  roads  treated  the  public  with  exact  and  equal  justice,  tbere»would  be  no  room 
for  ticket  brokers.  A  universal  rate  of  2  cents  a  mile  would  destroy  the  broker's 
business.     (355.) 

2.  Sca^mij7(ictrf«,— Mr.  LiHDBifBBROBRBaysthatit  isacommon  practice  for  8  ticket 
broker  to  bu;r  a  ticket  to  some  through  point  "which  is  perhaps  a  competitive  point, 
and  upon  wluch  very  likely  some  one  of  the  various  roaiis  in  tnis  line  are  anxious  for 
bu«neee  and  will  pay  a  commission,"  sell  the  ticket  to  a  passcnaiertoan  intermediate 
point,  and  give  the  passenger  a  rebate  order  on  a  broker  at  that  place.  I^Msenger 
as«ntsBometimes  come  to  brokers  and  ask  them  to  send  business  over  their  road, 
ottering,  for  instance,  to  extend  the  time  limits  on  any  ticket  that  may  expire.  Some- 
times they  pay  a  commi«on  and  sometimes  they  do  not.     (352.) 

3.  PumWima-raU  theds. — Mr.  Lindbxbergkr  says  that  a  common  method  of  ticket 
brokers  favorably  situated  for  securing  tickets  is  to  issue  furnishing-rate  sheets  to 
their  correspondents.  Suppose  a  passenger  asks  a  Washington  broker  for  a  rate 
to  Denver.  The  r^ular  fare  is  f48.  The  broker  may  have  a  ticket  to  BnSalo  or 
Cleveland  or  Pittsburg  or  Chicago.  He  examines  bis  rate  sheets  for  a  furnishing 
rate  from  a  broker  in  the  city  which  he  has  a  ticket  to.  The  customer  takes  the 
part-way  ticket  and  an  order  upon  the  correspondent  in  the  intermediate  city  ioi  a 
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ticket  to  flniBh  hia  jouroe^.  He  will  probably  save  t3  or  (5.  If  the  Washington 
broker  has  no  ticket,  and  if  the  fumiening  rate  U  low  enough,  he  may  be  able  to 

buy  ar«^larticketatlocaira.teetothe  inlermediate  point  and  Btill  allow  thecostomer 
a  saving  over  the  through  rate.      (320.  ] 

4.  M%Uage  booh. — Mr,  Lindbnbkeobb  says  that  tickel  brokers  deal  largely  id  mile- 
age books.  Theyareusuallybought.by  the  broker  direct  from  the  railroad  CompAnies 
and  sold  to  ^trona  who  need  a  mialler  quantity  of  mileage  than  that  contained  in  a 
full  book.  If  the  customer  is  known  to  the  broker,  he  may  be  permitted  to  return 
the  book  by  mail.  Otherwise  be  pave  the  full  value  and  receives  a  rebate  from  a 
correspondeut  of  the  ticket  broker  in  the  city  he  is  bound  for.  In  the  New  England 
States  and  New  York  and  on  many  roads  m  other  parte  of  the  country  books  are 
good  in  the  hands  of  the  bearer,  though  there  are  regulations  which  nominally 
resMct  the  uee  of  them  to  the  purchaser  or  to  per^OQS  connected  with  him  in  a 
family  or  basiness  way.  In  a  letter  written  by  the  general  passeneer  went  of  the 
Lehigh  Valley  Railroad,  this  company's  books  are  spoken  of  as  good  in  the  hands  of 
the  holder,  though  the  ordinary  restrictions  are  printed  upon  them.  Ten  years  ago 
Mr.  lindenberger's  own  busineae  was  verv  largely  in  milea^  books.  They  were 
bought  almost  exclusively  from  the  railroads  direct.  Indeed,  it  is  danKerous  to  buy 
them  oUierwise.  He  has  known  adishouestmaji  to  sell  his  mileage  booK  to  a  broker, 
report  to  the  company  that  it  was  lost,  and  have  it  taken  up  on  the  train  and  returned 
to  him.      (318,354.) 

Mr.  Lindenberger  says  that  in  several  [MTtB  of  the  country  only  interchanf^ble 
mileage  books  are  now  sold.  lu  the  territory  of  the  Central  Passenger  Association 
a  thoDsand-mile  book,  good  on  37  roads,  is  used.  The  paseenger  pays  (30  for  the 
book,  and  when  he  has  used  all  of  the  1,000  miles  he  is  entitled  to  a  refund  of  $10  on 
returmng  the  cover.  Weet  of  Chicago  there  is  a  book  called  the  Sebastian  book. 
When  the  passenger  buysa  ticket  of  a  railroad  company  he  takes  a  receipt,  and  thoee 
receipts  are  filed  in  the  book.  When  he  gels  up  to,  say,  2,000  mile«,  he  can  turn 
them  in  and  get  a  rebate.  In  Michigan  there  is  another  called  the  Northern  Mileage 
Book. 

Since  the  reduction  of  rates  can  be  got  on  theee  books  only  when  the  cover  is 
turned  in  by  the  original  purchaser,  they  can  not  be  bought  and  sold  by  brokers. 
It  sometimee  happens  that  a  traveling  man  has  not  $30  to  invest  in  a  book,  and  he 

Els  a  broker  to  Duy  a  book  and  carry  it  for  him,  charging  him  a  percentage.     Mr. 
udenberger  knows  of  brokers  who  carry  as  many  as  200  books  for  these  special 
customers.      (319,  353.) 

Mr.  Lindenberger  says  that  when  each  road  sold  its  individual  milet^  books  trav- 
eling men  were  usually  allowed  3  cents  a  mile  for  their  fare  by  their  employers,  and 
they  were  able  to  buy  milea^  from  brokers  at  about  2t  cents.  The  three-fourths  of 
a  cent  was  one  of  the  perquisites  of  the  business.  Now,  in  the  territory  where  the 
interchangeable  mileage  books  are  issued,  the  houses  furnish  the  mileage  books. 
(362.) 

6.  SailTOad  spotten  and  mileage  book*. — Mr.  LraDENBEsnEH  says  that  a  broker  some- 
times puts  out  a  mileage  book,  guaranteeing  it  to  the  purchaser,  as  brokers  always 
do,  and  the  purchaser  turns  out  to  be  a  railroad  spotter,  who  gives  up  the  ticket  to 
tiie  road  and  comes  back  with  a  receipt  to  show  that  it  has  been  taken  up  by  the 
conductor.  The  broker  has  to  refund  the  money.  Mr.  Lindenberger  quotes  a  news- 
paper article,  apparently  written  on  the  basis  of  informatiou  obtained  from  the  rail- 
roads, in  which  the  following  passage  occurs:  "A  feature  of  this  testing  the  market, 
which  perhape  is  not  generally  known  to  the  public  and  which  hits  the  brokers  the 
bu^est,  is  the  lifting  of  the  mileage  tickets.  All  such  tickets  bought  uponthemat^ 
ket  are  confiscated  by  ttie  two  passenger  associations,  and  in  a  year's  time  it  means 
an  Immense  financial  loss  to  the  brokers,  who  are  just  so  much  out  of  pocket.  When 
very  severe  testa  of  the  market  are  being  made,  the  associations  oftentimes  get  out- 
sidere,  in  the  guise  of  traveling  men,  to  help,  and  in  this  manner  much  miletwe  is 
secured  from  Oie  scalpere  which  otherwise  they  would  not  let  go,  because  of  their 
fearof  the  'spotters.'^'     (334,1 

Mr.  Lindenberger  declares  that  a  prominent  paseenger  agent  in  Michigan,  desiring 
to  increase  travel  on  his  road,  put  large  qoantities  of  mileage  books  in  the  hands  Of 
brokers  and  guaranteed  them.  For  some  time  there  was  no  trouble;  "but  suddenly 
the  pasaeoger  agent  changed  his  mind  and  issued  orders  to  his  conductors,  and  a 
great  many  of  these  books,  which  we  had  a  right  to  assume  had  been  bought  under 
that  understanding,  were  takeu  up.  For  books  costing  $20 1  got  in  some  cases  no 
more  than  a  ride  of  100  miles— $2— and  the  loss  to  me  was  $1S.  There  was  no 
recourse  unless  we  went  into  court  and  published  ths  c' 
notpay."     (340.) 
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6.  Ratttear  tiduU. — Mr.  LntDBHBBBaxs  ^ya  th&t  broken  are  often  usefal  to  the 
pablic  in  giving  the  benefit  of  rate-war  reductione  to  peraoua  wbo  would  not  other> 
iriaeget  it  Thos,  in  1898,  there  was  a  rate  war  for  eight  monthe  in  Canada.  Tickets 
woe  Bold  at  about  balf  the  oHual  rate,  but  outside  of  Canadian  territory  regular  tariff 
istes  were  chained.  Thus,  in  Windsor,  one  could  buy  a  ticket  to  Toronto  for  $3,^, 
bat  acroee  the  river  in  Detroit  one  had  t«  pay  f6.a0.  The  brokers  of  Detroit  sent 
to  their  Weetem  coireapondcntB,  giving  the  pricett  at  wMch  they  would  supply,  on 
prepaid  otdere,  tickets  to  Toronto  and  Eaatem  points.  The  pncce  were  imiaiiy  {1 
above  the  war  rate.  It  woe  only  through  brokerx  that  these  ratee  could  be  obtained 
in  the  United  Statea.  The  a^nta  of  the  railroads  in  Detroit  were  absolutely  forbid- 
den to  give  cnetomers  any  information  about  rated  ocrose  the  river.  Mr.  liuden- 
berger  mentions  other  similar  instances.     (jil9, 320.  ] 

7.  Eicurtwn  tickeit. — Mr.  LiNDSNBEBaEB  saytt  that  ticket  brokers  not  only  buy  the 
retnm  parte  of  excursion  tickets  from  travelers,  but  through  their  correepondenta  in 
other  cities  they  are  often  able  to  handle  both  the  going  and  the  return  coupons. 
The  railroads  oiten  give  brokers  advance  information  of  thene  excuraions,  ana  the 
brokers  are  able  to  arrai^e  by  correspondence  to  handle  the  tickets.     (319.) 

C.  BelatloD*  to  railroBds,— 1.  Support  of  broken  by  connivance  of  raUroadt.— 
Mr.  LiNDBKBEBQEB  says  tliat  the  growth  of  tirket  brokerage  to  the  immense  propor- 
tions it  asumed  from  about  1S76  to  1S96  was  due  almost  entirely  to  tile  direct  encour- 
agement and  support  of  the  railways.  Nearly  every  railroad  of  importance  employed 
brokers;  and  when  a  road  could  not  make  satisfactory  arrangements  with  establiened 
offices,  new  offices  were  opened.  When  Mr.  Liiidenberger  became  a  ticket  broker 
19  j^ears  ago,  he  started  with  the  regular  isaueM  of  three  lines  of  road,  and  in  the  fol- 
lowing years  dealt  on  the  most  friendly  terms  with  all  the  great  lines  that  looked  to 
Detroit  for  businet«.  The  purpose  of  tlie  railroads  In  using  brokers  was  to  get  com- 
petitive business  which  they  could  not  reach  otherwise.  New  linen  which  aesired  a 
Sick  introduction  to  the  public  would  place  tickets  with  brokera.  The  weaker  lines, 
ling  to  secure  a  living  share  of  the  passenger  traffic,  would  often  find  that  their 
only  means  of  escaping  the  receiver  was  to  call  in  their  help.  The  brokers,  with 
correspondents  all  over  the  country,  can  quickly  influence  a  large  passenger  traffic 
over  anjf  line  if  the  tickets  are  pot  low  enough.     (326.) 

Mr.  Undenljerger  states  that  it  was  proved  some  years  mw  before  the  Senate  Com- 
mittee on  Interstate  Commerce  that  such  roods  ss  the  New  York  Central  and  the 
Pennsylvania  had  dealt  through  brokers,  and  that  95  per  cent  of  the  businese  of  the 
ticket  brokers  of  the  United  States  was  done  with  the  railroads  direct.  Tliis  does 
not  mean  that  each  individual  broker  bought  almost  all  his  tickets  from  the  rail- 
roads. One  broker  at  a  starting  point  in  the  East,  New  York  or  Boston,  starts  a 
ticket  west,  and  it  may  travel  from  New  York  to  Sain  Francisco.  It  was  originally 
purchased  from  the  railroad  direct  by  the  broker,  and  it  is  used  from  point  to  point 
The  dealings  of  the  brokers  with  the  roads  are  less  of  late  years,  ' '  especially  in  the 
last  year,  when  the  trofhc  associations  are  the  whole  thing."  Mr.  Lindenberger 
does  not  think  that  the  business  of  ticket  brokerage  could  t>e  carried  on,  at  least  to 
anything  like  its  former  extent,  without  the  dealings  directly  with  the  roads. 
"  Wtiere  a  broker  would  have  perliaps  anywhere  from  thirty,  fifty,  to  one  hundred 
thousand  dollars  invested  in  stock,  ne  would  necessarily  have  to  do  the  compara- 
tively small  business  that  is  done  through  tickets  that  passengers  don't  use  and 
through  ezcundon  tJcketsL"  This  would  greatly  injure,  Mr.  Lindenberger  thinks, 
the  genend  public.  The  brokers  wouid  either  be  driven  out  of  business  or  be  driven 
to  lees  public  locations. 

Mr.  Lindenberger  says  that  it  would  be  possible  to  exhibit  written  contracts  which 
have  been  made  between  ticket  brokers  and  railroad  officials  for  the  selling  of  cut- 
rate  tickets  in  bulk,  but  it  would  be  in  violation  of  a  business  agreement  and  he 
would  not  think  it  right.  Of  late  years  such  agreements  are  simply  a  matter  of 
honor  between  the  ticket  broker  and  the  railro»l  men.  "For  indtanre,  a  ticket 
broker  may  write  to  a  general  po^nger  agent  that  he  wants  Homething,  that  he  con 
do  bim  some  good,  and  instead  of  getting  a  reply  by  mail  a  district  psssenger  agent 
or  a  traveling  passenger  agent  comes  in  and  talks  the  matter  over  ana  says,  'We  will 
do  fn  and  so;'  and  that  contract  stands.  The  agent  will  say,  '  Buy  tickets  reading 
over  our  road,  report  to  us  the  forms  and  numbeis  at  the  end  of  the  month,  and  a 
check  will  follow.  That  is  the  general  custom  of  doing  busineeB,  and,  to  tbe  credit 
of  the  roads,  there  are  very  few  iustancee  on  record  where  the  contract  has  been 
violated  to  the  slightest  extent. ' ' 

This  witne»  also  eays  that  when  a  railroad  pays  a  comniission  to  brokers  on  tickets 
■old  over  its  line  the  rate  is  usually  about  10  per  cent  The  broker  onutUy  received 
the  nme  aa  an  agoit     (350-S62.) 
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Hr.  Lindenberger  declitree  that  the  acceptance  of  commUKone  from  nulioods  for 
selling  tickets  over  their  lines  is  not  on  unlawful  act;  but  if  the  tailroadH  have  made 
agreements  among  themselves  which  are  violated  by  the  payment  of  such  commis- 
sions, thoee  agreements  are  themselves  unlawful,  as  combmations  in  reebaiat  of 
trade.     (355.) 

Mr.  Liudenbeiger  says  further  that  r^road  compaoiea  when  they  are  in  an  agree- 
ment not  to  cut  rates  will  often  pay  a  eommiseion  to  brokers,  stipulating  that  the 
rate  must  not  be  cut.  Tbe  brokers  work  for  thoee  particular  linee  and  get  businexs 
for  them.  The  brokei^  have  many  customere  who  are  friends  of  years'  atanding,  and 
will  buy  of  them  rather  than  ot  the  regular  agents  at  the  ssme  ral«.  A  regulation 
that  all  tickets  most  be  sold  at  tariff  rates  will  not  destroy  the  brokers'  ofBcea.  But 
the  passenger  associations  now  say  how  many  outside  onices  a  railroad  may  have, 
and  if  an  antiscalping  law  were  passed,  and  men  could  not  sell  tickets  without  a  cer- 
tificate from  a  raJlrowj  company,  the  passenger  associations  would  then  control  the 
bueinees.     (357.] 

2.  Effict  on  railroad  lickeli. — Mr.  LiNneNHloiOBR  says  that  in  the  latter  part  of  1898 
the  railroads  cut  off  second-class  rates  generally  throughout  the  Southwest,  without 
making  any  corresponding  reduction  in  the  first-clase  rate.  The  effect  was  that  while 
the  lowest  rate  between  New  Orleans  and  Louisville,  prior  to  January  1,  1809,  was 
$13.50,  the  lowest  rate  after  that  date  was  $19;  the  lowest  rate  from  Chicago  Ui 
Austin,  Tex.,  before  January  1,  1899,  was  $23.75;  after  that  date  $32.15.  lie  thinks 
the  average  difference  was  40  per  cent.  Just  before  Mr.  Lindenberger  appeared 
before  the  commission  the  railroads  again  put  second-class  tickets  on  sale,  reducing 
the  minimum  rates  from  New  Orleans  to  Chicago  from  $23  to  $16.50,  from  New 
Orleans  to  St.  Louis  from  $18  to  $12.60,  and  from  New  Orleans  to  Kansas  City  from 
$24.35  to  $15.50.  Keduced  party  tickets  to  various  Northern  points  Kerealso  offered. 
This  reduction  of  rates  is  attributed  to  the  competition  of  ticket  brokers  in  selling 
low-rate  tickets  by  rouudat>out  routes,     (^336.) 

3.  Ticket  brokerage  ajul  milraad  compdifion.^Mr.  LtWDBNBBBORR  says  that  there  is 
room  for  brokers  as  long  as  there  is  competition  between  railroads.  "The  broker 
thrives  beet  when  trade  is  bad  and  when  rates  are  high.  When  people  are  makir^ 
money  tbe  savings  effected  tbroi^h  brokers  do  not  amount  to  so  much  to  them;  they 
are  not  so  anxious  to  buv.  When  the  railroads  are  doing  loti«  of  business  they  do  not 
care  for  us.  But  when  the  railroad  companies  get  in  a  close  place  and  need  busineiv, 
they  get  out  and  look  for  it,  and  the  ticket  broker  is  in  a  position  togivelt  te  them." 
(366.) 

D.  Eiegltlmacf  of  brokerage  bmlneis. — 1.  Attitude  of  brokers  tovxird 
fraud. — Mr.  Linubnbbrokb,  of  the  American  Ticket  Brokers'  Association,  submits  a 
copy  of  a  circular  issued  by  that  association  ofterinif  a  reward  of  $500  for  the  arrest  and 
conviction  of  any  member  of  the  association  who  is  guilty  of  forging  a  lailway  ticket, 
or  who  has  changed  the  destination  of  a  ticket,  with  intent  to  defraud.  For  the 
arrest  and  convii-tion  of  any  ticket  broker  not  a  member  of  the  assiH'iation,  for  either 
of  these  acts,  the  association  offers  a  reward  of  $200.  In  a  circular  accompanying  the 
announcement  of  this  offer,  the  secretary  ot  the  association  says  that  the  oner  is  made 
to  prove  that  the  slanderous  stories  put  in  circulation  by  certain  railway  ofUdals  te 
the  effect  that  it  is  the  general  practice  of  ticket  brokers  to  forge  and  alter  railway 
tickets  are  infamous  falsehootb.  The  circular  is  also  iutende<l,  however,  as  a  warn- 
ing te  any  ticket  broker  who  may  be  tempted  to  dishonest  practices  that  the  associa- 
tion will  spare  neither  energy  nor  money  to  put  him  out  of  the  calling  he  has  disgraced. 
(325.) 

This  witness  declares  that  the  value  of  fraudulent  tickets  that  the  railroads  carry 

Cengers  on  for  which  they  receii'e  no  compensation,  is  very  acnall  indeed.  Must 
dulent  tickets  are  fraudulent  simply  by  extension  of  a  time  limit.  The  rail- 
roads have  actually  been  paid  for  carrying  the  passenger.  Of  course  that  is  no 
excuse  for  the  use  of  such  a  ticket.  So  far  as  brokets  are  concerned,  ticket  frauds 
are  usually  discovered  through  them.  It  has  been  the  custom  with  railroad  com- 
panies, and  is  really  the  most  effe<:tive  way  of  detecting  frauds,  burglaries,  etc.,  as 
soon  as  they  learn  of  a  fraudulent  issue  of  tickets,  or  of  tickets  being  stolen,  to  notify 
a  broker  through  the  American  Ticket  Brokers'  Association,  and  that  information  is 
sent  by  wire  or  by  the  first  mail  all  over  the  United  States.  Every  ticket  broker  is 
on  the  lookout  for  those  tickets.  The  fraud  can  not  continue  long.  It  would  be 
impossible  in  any  (see,  however,  for  fraudulent  tickets  to  be  accepted  on  a  road  for 
any  length  of  time  without  the  consent  of  the  auditing  department.  A  ticket  pre- 
sented on  a  train  is  tum«l  in  by  the  conductor  as  soon  as  he  finishes  his  trip,  ana  by 
the  next  day  it  is  checked  up.  There  is  lees  chance  of  fraudulent  tickets  being 
accepted  by  a  railroad  than  of  almost  any  kind  of  a  fraud  being  perpeliated  on  a 
railroad,  or  a  bank,  or  any  other  corporation.     (359. ) 
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2.  QvaratiUt  ofHckeli. — Mr.  LiNj.B.SBBRaBR,  ot  the  American  Ticket  Brokers'  Ahso- 
ciation,  eaye  that,  by  the  custom  of  the  bnsineee  and  tbe  rules  of  the  association,  UQleee 
a  broker  has  the  paaeenger'H  written  agreement  to  the  contrary  he  is  resiranaible  for 
tbe  ticket  that  he  sells.  The  acts  of  all  the  ticket  brokers  in  the  American  Ticket 
Brokers'  Association  ore  guaianteed  to  the  public.  Though  the  rules  of  the  associa- 
tion provide  for  a  written  undertaking  by  a  passenger  to  assume  all  risk  of  the  good- 
ness of  a  ticket,  Mr.  Lindenberger  has  never  sold  a  ticket  on  such  terms.  He  has 
never  sold  a  ticket  which  he  was  not  willing  to  assume  the  responsibility  for.  If  he 
kIIs  a  passenger  a  ticket  for  $8,  the  regular  fare  being  $10,  and  the  ticket  is  refused, 
he  is  compelled  bv  tbe  rules  of  the  association  (o  make  the  passenger  good.  He  pays 
□ot  the  $8  that  be' received,  but  thejlOwhich  thepaaBenger  had  to  pay.     (349,350.) 

3.  Buying  ofpaega. — Mr.  Lihdbkberoer  says  that  tbe  buying  of  passen  is  diarepu- 
lable  and  dishonorable;  be  never  bought  one,  nor  sold  one,  nor  permitted  one  to  be  ■ 
sold  in  bis  office,     "While  railroad  companies  may  issue  passes  improperly,  for 
political  purposes  or  otherwise,  it  does  not  justify  brokers  in  handling  them.     We 


confine  our  operations  to  tickets  that  tbe  railroad  company  receives  its  price  for." 
He  used  1^  inform  the  railroail  when  a  pass  was  offered  to  him  for  sale,  but  now  he 
prefers  not  to  see  the  pass.  Very  sad  results  sometimes  come  from  the  revelation  of 
auch  breaches  of  confidence  to  tbe  officers  who  have  issued  the  pfl»«e.     (358.) 

4.  Paesenger  titkett — Printed  amdUiorui  ag  confracte.^Mr.  Lindbnbbrobb  doee  not 
think  that  the  conditions  printed  by  railroads  upon  their  paiieenger  tickets  constitute 
contracts.  If  snch  a  ticket  is  a  contract,  why  does  it  not  require  the  revenue  stamp 
which  the  law  compels  to  be  placed  on  every  busine^  contract?  On  almost  every 
ticket  there  is  a  statement  that  the  railroad  will  be  responsible  for  only  a  certain 
unount  of  bf^gage;  but  this  announcement  does  not  bold  in  law.     (355.) 

Tbe  witness  considers  that  the  railroads  do  a  wrong  in  requiring  any  person  to 
dgn  a  name  on  a  ticket  or  a  mileage  book.  As  to  tbe  question  of  forgery  in  signinK 
the  name  of  another  under  such  circumstances,  Mr.  Lindenberger  remembers  read- 
ing of  one  case  in  California  where  tbe  Southern  Pacific  Company  tried  to  punish 
a  man  for  signing  another  man's  name,  and  the  court  decided  that  the  original 
purchaser  in  selling  the  ticket  neceSBftrily  gave  the  purchaser  authority  to  use  bis 
name  in  that  connection.     (354. ) 

E.  Testlmonr  of  BIr.  Blanchard  on  ticket  brokerage.— Mr.  Lindbn- 
BEROBR  refers  in  detail  to  the  testimony  of  Mr.  Georee  R.  Blanchard  before  the 
Industrial  Commission  in  condemnation  of  ticket  brokerage.'  He  takes  up  Mr. 
Blanchard's  propositions  point  by  point 

In  respect  to  Mr.  Blanchard's  statement,  that  ticket  brokerage  is  prohibited  by 
the  laws  of  10  States,  Mr.  Lindenbei^r  says  that  the  legislatures  of  36  States  have 
refused  to  pass  such  laws;  that  in  2  oi  the  10  States  the  highest  courts  have  declared 
the  laws  unconstitutional,  and  the  law  ie  inoperative  in  the  8  Statee  where  it  exists. 
As  to  the  prohibition  of  ticket  brokerage  in  Canada,  Mr.  Lindenberger  says  that 
when  the  law  went  into  efiect  there  were  only  3  brokers  in  tbe  Doramion,  so  that 
there  was  no  power  to  ot^anize  resistance;  but  at  that  time,  and  for  many  years 
after,  the  Canadian  roads  openly  paid  commisBions  to  brokers  in  the  United  States, 
and  it  is  probable  they  are  doing  bo  to^iay.  Tbe  traffic  in  tickets  by  individual  pas- 
sengers and  by  hotel  clerks  is  common  in  Canada,  and  Mr.  Lindenbwger  never  heard 
ot  a  prosecution  nnder  tbe  law. 

As  to  the  condemnation  ot  ticket  brokerage  by  the  Interstate  Commerce  Com- 
mission, that  was  published  in  December,  1896,  and  though  tbe  I'omraission  has  since 
made  three  annual  reports  and  has  treated  exhaustively  all  the  other  principal  sub- 
jects relating  to  transportation,  it  has  ignored  ticket  brokerage.  It  is  probable  that 
a  closer  acquaintance  "  has  taught  tbcra  the  error  of  their  earlier  judgment."  As  to 
Mr.  Blanchard's  statement  that  the  best  moral  sense  of  the  commercial  world  is 

rnst  the  business  of  ticket  brokerage,  Mr.  Linitenberger  undertakes  to  show  how 
supposed  manifestations  of  this  moral  sense  have  been  obtained.  He  quotes  in 
full  a  circular  said  to  have  been  issued  on  December  10, 18S7,  from  the  "Antiscalping 
bill  headquarters,  Sborehaiu  Hotel,  Washington,  D.  C."  It  calls  attention  to  tbe 
necessity  of  bringing  all  possible  influence  to  bear  on  the  new  members  of  the  House 
Committee  on  Interstate  Commerce.  For  this  purpose  railroad  officers  are  asked  to 
oi)en  correspondence  "with  the  president  of  each  and  every  society,  organization, 
etc.,  reouesting  reduced  rates  for  conventions  and  meetings,  with  a  view  that  vou 
secure  the  aid  of  such  oivanizations  in  passing  favorable  resolutions,"  and  individual 
letters  to  Senators  and  Repreeentativee.  The  circular  also  suggests  that  "it  may  be 
necewary  to  again  organize  throughout  the  country  for  an  amfresaive  campaign  in 
securing  petitions  in  every  town  along  tbe  lines  of  railways."     It  is  assumed  that  the 


'See  Reporti,  vol.  It.  pi 
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local  agents  of  therailroads  will  be  inBtructed  to  get  these  petitioQe,  audit  is  b(.^„ 

that  they  be  inatmcted  to  secure  at  the  head  of  each  petition  the  name  of  the  most 
prominent  man  in  the  town.  The  circular  also  Bi^Keets  that  ucleea  the  bill  is  passed 
m  both  Houses  at  the  present  session,  it  will  proMoly  be  almost  imposaiblB  to  eecnie 
ftiTorable  action  for  some  yeam 

Mr.  BlanchMd  says  that  the  cessation  of  scalping  means  the  stoppage  of  many 
illegal  practices  which  create  unauthorized  discriminations  in  passenger  EUKairs.  Mr. 
lindenbergcr's  reply  is  that  the  cesatlon  of  ticket  brokerage  means  the  destmction 
of  competition,  but  that  the  broker  in  some  d^ree  prevents  discrimination.  In  the 
offices  of  railways  discriminBtions  are  constantly  going  on.  Social  and  political  debts 
are  paid  by  passes  and  Hpecial-rat«  ticketj),  and  shippers  and  men  of  influence  ai« 
constantly  favored.  Holders  of  tickets  on  which  the  limits  have  expired  can  get  the 
time  extended  if  they  have  influence  enough.  The  ordinary  passenger  has  to  submit 
to  the  regular  rules,  except  for  the  relief  secured  through  ticket  brokers.  Mr. 
Blanchard  says  that  resold  tickets  cut  the  local  fares  and  produce  rates  not  author- 
ized by  the  railroads  and  prohibited  by  law.  Mr.  Lindenberger  replies  that  the 
reduction  of  rates  is  an  advantage  to  the  public,  and  that  after  the  railroad  has 
received  its  price  for  transportation  it  is  not  mjured  if  the  transportation  is  used  by 
one  person  rather  than  another. 

As  to  charges  of  stealing,  counterfeiting,  and  fraudulentlv  altering  tickets,  and  of 
false  representations  as  to  routes,  connections,  etc,  made  by  brokeis,  Mr.  Linden- 
berger replies  that  the  ticket  broker  is  often  better  qualitied  and  is  more  disinterested 
in  giving  accurate  information  than  the  authorized  agents  of  rival  lines.  The  agent 
of  a  railroad  gives  information  only  about  his  own  road;  the  broker  is  equally  r^idy 
to  give  information  about  all.  As  to  stealing  and  forging,  every  State  has  laws  against 
these  crimes,  and  the  American  Ticket  Brokers'  Association  has  a  standin)^  ofier  of 
a  reward  for  the  arrest  and  conviction  of  pereons  guilty  of  them  in  connection  with 
railroad  tickets. 

Mr.  Blancbard  declares  that  scalpers  have  induced  conductors  not  to  cancel  tickets 
token  up  in  order  that  they  might  be  resold.  Mr.  Lindenberger  declares  that 
in  an  experience  of  19  years  he  has  personally  known  of  but  3  or  4  cases  of  this 
kind,  and  he  has  reported  them  to  the  railroads  interested.  Mr.  Blancbard  also 
accuses  the  brokers  of  having  corrupted  clerks  and  ticket  distributors  in  some  mil- 
way  general  offices  by  inducing  them  to  purloin  ticketa  Mr.  Lindenberger  says 
that  such  things  have  no  doubt  occurred,  but  no  evidence  that  they  are  common  has 
been  l^d  before  legislative  bodies  during  the  last  10  years. 

The  evidence  of  wrongdoing  on  the  put  of  ticket  brokers  which  the  railroads  have 
used  to  create  public  feeling  t^inst  them  is  of  no  tangible  value  whatever.  The 
witness  refers  particularly  to  a  pamphlet  entitled  "Museum  of  Ticket  Scalping 
Iniquity,"  in  which  jnctures  are  given  of  tickets  which  are  said  to  have  been  altered 
and  plugged.  There  is  only  one  case  in  which  an  accusation  is  brought  aininst  a 
particular  person;  such  phrases  as  these  are  used :  "A  scalper  did  so  and  so;"  "thia 
was  done  by  a  ticket  broker." 

Mr.  Blancbard  says  that  sc 

__at  the  rate  wars  of  Canada,       _._...    _.  _  .,    .     ....  

ment.  Mr.  Blancbard  declares  that  the  cessation  of  scalping  would  not  lessen  public 
facilities,  "  because  each  company  coulil  retain  the  services  of  an  experienced  scalper 
by  conferring  upon  him  a  proper  appointment  as  agent."  Mr.  Lindenberger  suggests 
that  this  is  an  acknowledgment  that  experienced  scalpers  are  a  benefit  to  the  trav- 
eling pubhc;  butheadda:  "If  the  brokerwas  regulated  by  the  rules  of  the  combine 
he  would  be  quickly  robbed  of  the  very  attributes  that  now  make  him  a  public 


Mr.  Blancbard  complains  that  the  rules  and  decisions  of  the  Interstate  Commerce 
Commission  do  not  reach  scalpers'  practices.  They  hold  only  the  railways  account- 
able. While  a  company  can  only  cnange  its  fares  oy  3  days'  notice  as  to  reductions 
and  10  days'  notice  as  to  advances,  the  scalpers  can  chan^  them  either  wav  daily 
or  hourly.  Mr.  Lindenberger  sees  no  objection  to  a  requirement  that  a  broter  file 
rates.  "It  is  safe  to  say  that  should  this  be  required  the  law  would  be  equally  as 
well  obeyed  as  is  the  law  relating  to  interstate  commerce  by  the  average  railroad." 

Mr.  Blancbard  ssperts  that  if  scalping  were  abolished  the  average  fares  p^d  bv 
passengers  would  not  ejtceed  those  which  prevail  under  its  continuance.  The  rail- 
road will  redeem  the  unused  coupons  of  through  tickets.  If  the  passenger  takes  the 
coupon  to  a  scalper  he  will  get  less  than  the  railroad  would  give.    If  the  passenger 
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the  dififlience,  |0,  is  what  the  road  would  ffvo  la  the  redemption  of  the  coapoo  from 
Bofblo  to  Chica^.  The  lowest  flretrcUss  fare  from  Buffalo  to  Chicago  is  912.  The 
broker  would  give  the  passenger  (10  for  hie  coupon  and  sell  it  to  another  for  $11; 
each  of  the  passengere  would  save  a  dollar  and  the  broker  would  have  (1  for  hie 
profit.  Mr.  Lindenbeiger  gives  several  other  similar  instanceH.  He  adds  that  a 
rreat  many  excursion  tickets  are  sold  for  the  fare  one  way  or  less;  the  return  coupons 
have  no  redemption  value.  The  railroad  company  has  offered  to  give  the  transpor- 
tation for  the  money  received,  and  there  is  no  reason  why  it  should  not  be  callea  on 
e  it,  and  it  makes  no  difference  whether  the  transportation  ia  called  for  by  A 


to  give  it, 
or  by  B. 


Mr.  Blanchard  argnes  that  passei^er  ticket  brokerage  is  an  evil,  because,  in  his 
jodgment,  anyone  would  admit  that  asimilar  brokerage  buainessin  freight  transporta- 
tion wonid  be  an  nnjnHtifiable  evil.  Mr.  Lindenberger  replies  that  on  the  contrary 
the  interests  of  the  people  who  pay  freight  rat«8  would  be  greatly  promoted  if  there 
were  brokers  in  that  line.  "The  average  shipper  would  gladly  welcome  some 
method  of  evBdins  the  often  arbitrary  and  excessive  rates  extorted  from  freight 
shippers."     (330-MI.) 

F.  Antltlcket-brokerace  lairs.— 1.  SaUlawt.—Affitatiimbyrailroadt.—Mt. 
LiNDENBERaEKdeclares  that  with  the  concentration  of  railway  interests  and  the  forming 
of  pools  and  traffic  asBodationa  a  svat«m  of  persecution  againt^t  ticket  brokers  has  been 
inaugurated  by  the  railroads.  Tne  legislatures  of  all  the  Btatea  of  the  Union  have 
been  repeatedly  solicited  to  pas  aotiscaTpins  laws.  Such  laws  have  been  got  through 
in  only  10  States,  and  in  2  of  them — New  York  and  Texas — they  have  been 
declared  unconstitutional.  The  railroads  have  not  succeeded  in  eettinE  such  unjust 
laws  passed  in  the  other  37  legislatures  nor  in  Congress.  Efforts  nave  been  made  in 
Congre»  to  this  end  for  a  dozen  vears.    Four  years  a^,  for  the  first  time,  a  bill  was 

Et  uirough  the  House,  but  it  failed  of  consideration  in  the  Senate.  The  same  thing 
ppenea  2  years  ago.  It  is  a  fact  worthy  of  note,  Mr.  Lindenberger  thinks,  that 
thi;  times  selected  for  passing  these  bills  in  Congress  were  directly  after  Congressional 
elections.  "The  bill  is  very  unpopular  with  the  people,  and  the  Congreeeman  who 
would  vote  for  it  stood  the  chance  of  losing  the  support  of  a  large  number  of  hie  con- 
etituents."  In  support  of  this  opinion,  Mr.  Lindenberger  quotes  a  circular  said  to 
have  been  issued  to  the  railroad  officers  by  the  committee  employed  to  urge  upon 
Congress  the  passage  of  the  antiscalping  bill  during  the  session  of  lS9T-e8.  (326, 331. } 
2.  ArUiKolping  Uttot  wtamttUutumal.— Mr,  Lindknbebqkr  eubmits  the  text  of  the 
decision  of  the  New  York  court  of  appeals,  November  22,  1S98,  holding  that  the 
antiscalping  law  is  unconstitutional.  The  court  points  out  that  while  the  title  of 
the  act  refers  to  frauds  in  the  sale  of  passenger  tickets,  there  is  nothing  in  the  body 
of  the  statute  to  indicate  that  it  is  prompted  by  a  desire  to  check  fraud.  The  court 
declares  that  the  bn^ng  and  selling  of  passenger  tickets  is  a  perfectly  normal  and 
nuobjectionable  business.  "I  :x}nfe8s  I  am  unable  to  eee  how  such  a  sale  defrauds  a 
transportation  company.  If  a  transportation  company  sells  a  ticket  from  New  York 
to  San  Francisco,  it  undertakes  to  carry  the  holder  from  one  place  to  the  other.  It 
costs  the  company  no  more  to  carry  one  pereon  than  it  does  the  other.  How,  then, 
can  it  be  defrauded  or  in  any  wav  prejudiced  by  the  transfer  of  such  a  ticket  by 
the  purchaser  to  another  person?  The  statute  in  question  restricts  the  libertj^  of 
citizens  of  the  State  to  engage  in  the  business  of  ticket  brokerage.  It  is  a  violation 
of  the  Btate  constitution  and  void  unless  it  constitutes  a  valid  exercise  of  the  police 
power.  But  this  can  not  be  maintained.  No  attempt  is  made  to  exclude  persons  of 
bad  character  from  the  business,  nor  are  the  public  authorities  given  the  right  to 
determine  by  examination  or  otherwise  the  character  of  the  persons  to  be  engaged 
in  it.  The  transportation  coaipanies  alone  are  invested  with  the  power  to  admit  to 
it  whomsoever  they  will.  Stringent  rules  may  doubtless  be  enacted  to  punish  those 
who  are  guilty  of  dishonest  practices  in  the  conduct  of  such  a  businesei  hut  to  cut 
up,  root  and  branch,  a  business  that  may  be  honestly  conducted  to  the  convenience 
of  the  public  and  the  profit  of  the  persons  engaged  in  it,  is  beyond  the  legislative 

Mr.  Lindenberger  says  that  Texas  is  the  only  other  Slate  whose  highest  court  has 
declared  the  antiMalping  law  unconstitutional.  Such  decisions  have  Deen  rendered 
in  the  lower  courts  of  Illinois.  A  decision  to  the  contrary  effect  was  rendered  by  the 
supreme  court  of  Illinois,  but  under  circumstances  which  deprive  the  decision  of  the 
credence  which  ordinarily  attaches  to  the  decision  of  the  supremecourt  of  a  State. 
A  subsequent  decision  of  the  circuit  court  of  Cook  County,  cited  in  full  by  Mr.  Lin- 
denberger, says:  "Our  supreme  court,  in  what  is  alleged  to  be  a  fictitious  case  pre- 
sented to  it,  based  upon  an  indictment  cbargirig  an  infraction  of  the  statute  under 
consideration,  was  led  to  proclaim  its  constitutionalitv."  A  motion  was  afterwards 
made  in  the  supreme  court,  says  the  circuit  court  of  Cook  County,  to  expunge  the 


OXXVIII       DTDDBTRIAL   OOMMIBBION; — TBANSPOBTATION. 


court  by  a  vote  of  4  to  3  refused  the  motion,  on  the  ground  that  the  parties  who  made 
it  were  strangers  to  the  record;  but  "  made  the  novel  and  eignificant  announcement 
that  the  judement  of  affirmance  in  the  Burdick  cases,  and  the  opinione  of  the  court 
in  deciding  them,  are  coDclusive  only  tm  between  tiie  parties  to  those  caaee.  This 
announcement  was  made  knowingly,  and  there  can  be  no  miatttlring  itn  meaning  in 
view  of  the  record  made  in  the  case."      (341-349.) 

3.  AtUtiide  of  TieioBpa^ere  loward  antitauping  bill. — Mr.  Lindbnbekqek  says  that  the 
promoters  of  antiscalping  legislation  have  claimed  some  381  newspapers  as  opposed 
to  ticket  scalping.  Mr.  Lindenberger  declares  that  if  only  381  out  of  the  vast 
nomber  of  newspapers  of  the  United  States  advocate  the  antiscalping  law,  it  does 
not  apeak  well  lOr  the  proposition;  but,  be  adds,  the  articles  in  these  papera,  as 
shown  by  the  clipping  bureaus,  were  nearly  all  from  the  same  pen.  It  has  often 
happened  that  the  same  article  would  appear  simultaneously  as  an  Mitotial  espresaion 
in  40  or  50  papers.  Mr.  Lindenberger  gives  a  seriesof  quotations  from  various  papers 
on  the  ticket  brokere'  side  of  the  controversy.  The  Denver  Sepublican  is  quoted  as 
saying  of  the  railroads:  "  They  have  done  all  they  could  to  defeat  and  nullify  and 
overthrow  the. interstate-commerce  law  and  are  still  evading  and  defeating  its  pro- 
visione  in  every  way  posHible.  They  are  unwilling  to  allow  any  protection  to  be 
granted  to  the  public  and  still  demand  that  they  themselves  be  protected  from  the 
ticket  brokers  by  an  amendment  to  the  law  which  they  themselves  condemn." 
Another  paper  says:  "  Have  railroad  companies  become  so  helpless  that  they  need 
to  call  in  the  strong  arm  of  the  Congress  of  the  United  States  in  order  to  save  them- 
selves from  the  burden  of  carrying  a  poor  man  for  the  same  price  the)[  have  con- 
tracted to  carry  a  rich  man.  Such  legislation,  though  generally  couched  in  language 
intended  to  deceive  the  public  as  to  its  true  intent,  is  but  an  effort  to  aid  rich  and 

Eawerful  corporations  to  reap  a  reward  at  the  expense  of  the  common  people."     Mr. 
indenberger  adds  a  long  list  of  papers  from  which,  he  says,  similar  expressions  may 
beUken.     l32ft-328.) 

4.  AUUudt  of  labor 
declares  that  almost  every  lauur  uei^uuizauou  m  tuu  UUIU3U  oiauw,  dt;^|j 

road  organizations,  have  protested  a^Minst  the  antiscalping  bill.     He  quot 

tions  parsed  by  the  Amencan  Federation  of  l^Abor,  by  the  Knights  of  Latxtr,  and  by 
the  National  Building  Trades  Council.    The  American  Federation  of  I^abor  baa 

Gotesled  against  antiscalping  legislation  at  each  of  its  last  four  conventions.  Mr. 
ndenbergcr  quotes  the  precident  of  one  of  the  great  railway  organizations,  which 
had  pa^ed  a  resolution  asking  Congress  to  pass  the  antiscalping  bill,  as  saying  to 
him:  "  When  I  buy  a  railroad  ticket,  that  ticket  is  mine,  and  I  have  (fot  a  right  to 
do  what  1  please  with  it."  Mr.  Lindenberger  is  confident  that  this  Is  the  actual 
sentiment  of  every  individual  member,  even  of  the  railroad  brotherhoods,  who  has 
given  the  subject  any  thought,  whatever  the  resolutions  of  the  oi^janiKations  may 
declare.     (32«-^30.) 


Association  of  Ticket  Brokers,  declares  that  reputable  ticket  brokers,  and  especially 
mecnbers  of  his  association,  would  be  glad  to  have  ticket  sellers  licensed  by  the 
Government.  They  do  not  want  a  license  issued  by  the  railroads  and  subject  to 
their  rules.  They  would  be  glad  U>  have  their  bUHlness  supervised  by  the  Govern- 
ment and  to  have  the  supervision  extended  over  all  sellers  of  tickets,  railroads  as 
well  as  brokers.  If  a  man  violated  the  law  his  Uceuse  could  be  withdrawn,  and  his 
career  as  a  ticket  man  would  end.     (338. ) 

CI.  MlHcellaneoui  evidence  ai  to  paMenger  trafllc — 1.  P<utenger 
ro/ea.— Mr.  ScHri'?,  of  Kuhn,  Loeb  A  Co.,  bankers,  declsres  that  passenger  rates  have 
been  changed  very  materially  In  recent  veare,  and  havegonedown  per  mile  just  about 
one-half.  The  State  of  New  York  In  the  charter  granted  to  the  New  York  Central 
road  Used  a  mailmum  rate  of  2  cents  |>er  mile.  Naturally  the  tendency  of  the  rail- 
road is  to  maintain  the  rate  at  2  cents  as  long  as  It  can,  but  it  transport  passengers 
to-day  at  considerably  less  than  2  cents  a  mile.     (774,  775.) 

2.  Through  lickel»,  checkiTW  of  baggeige.— Mr.  LiNnENBEKGBR points  out  that  while  a 
limited  through  ticket  may  be  good  for  a  stop  at  t«rtain  junction  points,  baggage  will 
only  be  checked  to  the  destination  of  the  ticket.  For  instance,  a  ticket  from  New 
York  to  Chicago  may  permit  the  holder  to  stop  off  in  Detroit;  hut  he  can  not  get  hia 
baggage  there  unless  by  paying  an  excess  bBj^;age  rate,  the  same  as  if  his  baggage 
baa  been  carried  to  Chicago  and  brought  back.  Again,  from  Eastern  points  tickets 
are  sold  to  I.«s  Angeles  by  way  of  San  Francisco,  or  to  San  Francisco  by  way  of  Los 
Angeles,  at  the  same  price  as  to  either  point  direct  A  passenger  with  baggage 
checked  to  Baa  Francisco  may  wish  to  discontinue  his  journey  and  get  his  bei;gage 
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at  Loe  Angeles.  "The  company  conflscatea  the  ticket,  although  they  may  not  have 
(urie^I  the  baggage  or  the  passeD^r  one  mile,  and  are  paid  their  proportion  of  the 
Ehroogh  rate  by  thecompanyisBOing  the  ticket."     (337.) 

3.  Second-clasg  ticieU. — Mr.  LiKDBNBuaKR  declares  that  Becond-claasand  flrst-claai 
PBaaengera  have  exactl^y  the  eame  accommodatiooa  and  rights.  The  onl;{'  difletence 
la  that  a  Becond-claw  ticket  will  not  be  accepted  on  a  eleeping  car.  A  railroad  com- 
pany can  not  force  a  second-daw  peaeenger  to  ride  in  a  amoker.  A  smoker  is  not 
)<ecoiid  class,     (p.  357.) 

4.  Im-miffrara  iicieto.— Mr,  LiSDmraraoKR  sBys  that  newly  arrived  immigrants  are 
able  to  ^t  cheaper  rates  than  American  dticens  can  set  for  exactly  the  same  service. 
The  business  a,t  the  Atlantic  ports  is  so  controlled  oy  a  pool  that  no  person  other 
than  one  who  has  arrived  from  some  foreign  port  can  Day  an  immigrant  ticket  His 
name  must  appear  on  the  manifest  of  some  steamship  company.  In  many  instancee 
an  immigrant  rides  dde  by  side  with  an  American  citizen  who  pays  $2  or  $3,  or  in 
some  cases  as  much  as  (6  more,  simply  because  the  tulways,  in  a  pool  ocganization, 
control  all  the  immigtant  bomness.     (366^ 

5.  PuUman  Palace  Oar  Cbnyxznu.— Mr.  Wiimos,  of  the  Cincinnati  Board  of  Trade, 
holds  that  the  Fnllman  Palace  Oiu-  Company  has  offered  the  most  valuable  facilities 
that  have  been  famished  to  the  railroads  and  probably  the  most  equitable.  Its 
management  has  enabled  the  railroad  companies  to  afford  to  the  public  better  service 
than  conld  have  been  maintained  by  any  other  system.  The  merging  of  all  the 
3tber  palace  car  lines  into  the  Pollman  Palace  Car  Company  has  been  simply  the 
HOrvival  of  the  fittest  The  most  powoful  railroads  have  failed  to  fomlsb  an  equiva- 
lent service.    (696.) 

6.  Di«crimijuilion  ag_ 
the  Merchants'  Assodation  of  New  York,  testifies  tl 
existence  for  4  years.  It  has  1,300  members,  and  is  composed  of  merchants, 
mantifactarerB,  buikers,  and  men  in  other  bumness  interests.  The  direct  members 
pay  an  annual  fee  of  $25,  and  the  associate  members,  who  are  distributed  through- 
out the  United  States,  pav  nothing.  The  um  of  the  association  is  to  foster  the  trade 
and  welfare  of  New  York.  The  main  reason  why  the  association  was  established 
was  becanee  of  the  advantages  ^ven  to  certain  Western  cities  by  the  railways  over 
New  York.  As  On  instance,  ma^  be  token  the  running  of  excursion  trains.  A  cet^ 
tain  territory  lymg  near  St.  Louis  is  considered  as  tributary  to  that  city  as  a  market 
The  railways  intrcwJuced  excursion  rales  with  the  object  of  encouramng  merchants 
to  go  to  that  market.  The  some  plan  was  followed  in  respect  of  other  Western  dtiee. 
The  result  was  that  those  Western  dties  became  poeeeseed  of  a  trade  which  had 
formerly  been  done  by  the  merchants  of  New  York.  New  York,  if  not  discriminated 
against,  will  be  able  to  hold  her  own  in  any  of  the  markets  of  the  United  States,  even 

it  the  Western  dties,  in  territory  which  would  naturally  be  considered  terri- 

"'"ry  to  them.    The  Brst  steps  taken  by  the  aasodation  were  to  have  the 

uit  to  New  York  the  same  privileges  as  they  had  granted  to  the  Western 


toTv  tributary  to  them.  The  Brst  steps  taken  by  the  aasodation  were  to  have  the 
raiuviads  grant  to  New  York  the  same  privileges  as  they  had  granted  to  the  Western 
dties  in  tne  matter  of  rates.  The  New  York  merchants  do  not  ask  for  discriminat- 
ing rates.  All  they  wont  is  to  be  put  on  a  relative  basis  of  equality.  Philadelphia 
and  Boston  are  likewise  competitors  of  New  York,  but  the  practice  of  having  excur- 
sion rates  to  those  dties  was  not  adopted  as  it  was  with  the  Western  cities.  The 
merchants  of  Boston,  Baltimore,  and  Philadelphia  have  taken  action  somewhat 
similar  to  that  of  the  Merchants'  Assodation  of  New  York.     (S5&-660.) 

VTZ.  THB  AITTHKA.OITX  OOAIi  SXTUATION. 

A.  BelBtloD  of  railroads  to  coal  Indiutrr*  Allesed  commiuiltj 
of  Interest. — I.  Deteription  of  anUtradte  oocU  roadt. — Mr.  Sawabd,  of  the  Coal 
'i^ade  Joomal,  says  that  the  nimMd  conmooiee  which  bring  anthracite  coal  to  tide 
water  are:  The  Pennsylvania,  running  to  Perth  Amboy;  the  Lehigh  Valley,  toSouth 
Amboy;  the  Beading,  to  Port  Reading;  the  Jersey  Central,  to  Fort  Jofanston  and 
Elizabethport;  the  Delaware  and  lackawanna,  to  Moboken;  and  the  Delaware  and 
11  udson  and  the  Erie,  mnning  to  Weebawken.  New  roads  engaged  in  the  business 
are  the  Ontario  and  Western  and  the  Delaware,  Busquehanna  and  Schuylkill.    The 

Srodnct  of  the  Lehigh  antbradte  district  naturally  goes  to  Perth  Amboy  and  Port 
ohnston;  that  of  the  Schaylkill  region  to  Port  Reading,  and  that  of  the  northern  or 
Wyomins  district  to  Weebawken,  Hoboken,  and  during  the  summer  to  Newbuig. 
The  Reading  handles  the  larger  portion  of  the  harder  cools,  and  the  Lackawanna, 
Delaware  and  Hudson,  and  £>ie  handle  most  of  the  frae-boming  coals.     (608^ 

Hr.  WALTsa  says  that  about  half  of  the  total  freight  traffic  of  the  Lehigh  Valley 
Railroad  is  in  coal.    The  hauling  of  general  mercbandiae  is  stcttdily  increasing 

16* tt 
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eepecially  because  of  the  growth  of  citiea  and  towns  alone  the  line  at  the  TKJlroad. 

(646.) 

2.  ReUuion  of  Brndinp  Company  to  tubordinaie  companies, — Mr.  HAftaiB,  until  recently 
preflident  of  the  Beading  Company,  eaye  that  the  Reading  Company  owna  the  stock 
of  ^e  Philadelphia  and  Reading  Coal  and  Iron  Company,  whtcn  owns  a  larse  body 
of  anthracite  lands  and  opefatea  mines;  also  the  HtocK  of  the  Philadelphia  and  Read- 
ing Railway  Company,  wliich  owns,  leases,  and  controls  railroads.  The  latter  coin- 
is  the  Bucc««or  of  the  Philadelphia  and  Reading  Railroad  Company,  but  none 

-_  ._e  secoritiee  of  the  Philadelphia  and  Reading  Railroad  Company  are  now  out- 
etanding.  The  Reading  Company  in  its  preeent  form  has  been  in  existenee  since 
1896.  Its  chief  obli^tion  ie  a  general  mortgage  secured  by  the  properties  of  the 
other  companiea,  which  takes  up  the  old  mortgages  inued  by  these  companies.  The 
Fbiladelpbia  and  Reading  Coal  and  Iron  Company  and  the  Pniladelphia  and  Reading 
Railway  Company  have  large  igauee  of  Becuritiee,  bnt  theee  ore  Held  by  the  new 
company.    (597.1 

Mr.  Ghbbhb,  of  the  Audit  Company  of  New  York,  Bays  that  the  Beading  Company 
;_  .  D 1 i_ 4.; .1.  . :_i j^^  enabling  it  to  hold  the  stock  of 

Kihibit  r^boad  companies  from 
ilroad  Company  and  the  Phila- 
delphia and  Reading  Coal  Company  were  therefore  separately  organized,  while  the 
Reading  Company,  under  a  chuter  giving  it  special  powers,  owns  the  stock  of  both. 
Under  this  authority,  also,  the  IteacUng  Company  has  bought  the  stock  of  the  Ctoi- 
tral  Railroad  of  New  Jersey.     (471.) 

3.  Belalion  ofrailroadt  to  coal  Mmpanie*.  — Mr.  McLbod,  former  president  of  the  Read- 
ily; Railroad  says  that  each  of  the  anthracite  coal  railroads  owns  all  or  a  large  part  of 
the  stock  of  coal  mining  companies  which  are  thns  practically  departments  of  tbe 
railrcMds.  The«e  coal  companies  mine  coal  and  also  buy  coal  fit>m  independent 
operators.  They  pay  freight  to  the  railroad  companies  in  the  same  way  as  other 
sDippers,  the  accounts  being  kept  separately  from  those  of  the  railroad.     (561.) 

Mr.  Harris,  until  recently  president  of  tbe  Reading  Company,  says  that  the  Read- 
ing Cool  and  Iron  Company  does  not  sell  its  coal  to  the  railroad  company,  as  many 
of  the  individual  operators  do,  but  that  it  sells  the  coal  itself  and  pavs  the  railroad 
company  for  transportation  at  precisely  tbe  same  rates  as  are  chaigea  to  individuat 
operators  who  ship  on  their  own  account.     (600. ) 

Mr.  Stearns,  president  of  Coxe  Bros.  &  Co.,  says  that  he  does  not  know  whether 
railroad  companies  in  Pennsylvania  have  the  right  to  operate  coal  mines  directly. 
As  a  matter  of  (act,  most  of  them  own  the  stocks  of  mining  companies,  which  are 
thus  practically  entirely  controlled  by  ttie  railroads.  The  Pennsylvania  R^lroad 
Company  acquired  most  of  its  coal  propertiee  from  the  Northern  Central  Railroad 
and  otherrauroadswhich  it  absorbed.  The  witness  believes  that  in  each  case  where 
railrtwda  control  coal  companies  the  coal  company  ie  operated  separately  from  tbe 
railroad  company.  This  was  certainly  tbe  case  of  the  Pennsylvania  Railroad.  The 
Pennsylvania  owns  all  of  the  stock  of  the  Susquehaiina  Coal  Comtwny  and  controls 
theLykena  Valley  Company  and  the  Mineral  Railroad  and  Minin^Company.    (679.) 

ProjU  m  tTaraportalion  and  on  mining.— Kt.  Grbenb,  of  the  Audit  Company  of  New 
York,  says  that  in  the  case  of  the  railroad  companies  which  maintain  separate  coal 
companies  proper  principles  of  accoimting  demand  that  the  business  should  be  kept 
entirely  separate.  As  a  matter  of  fact,  it  is  not  possible  in  the  anthracite  r^ons  to 
calculate  the  profits  of  the  railroads  and  the  coal  companies  accurately.  The  rail- 
road companies,  in  order  to  get  tonnage,  sometimes  operate  mines  at  a  aisadvantage. 
Moreover,  it  is  exceedingly  difficult  to  keep  the  accounts  of  a  mine  and  to  know  the 
actual  operating  expense.  This  is  especially  true  because  there  is  a  certain  amount 
of  work,  known  as  dead  work,  in  every  mine,  which  has  no  direct  relation  to  the 
amount  of  coal  produced.  It  is  a  matter  of  opinion  whether  the  cost  of  this  dead 
work  should  be  charged  to  improvements  of  the  mine  or  to  operating  expenses  or 
divided  between  those  accounts.     (474.) 

4.  Control  of  cofil  landf  by  railways.  (See  also  Independent  operators,  p.  cixvi. ) — 
Mr.  Saward  asserts  that  the  anthracite  coal  lands  are  now  toa  very  large  extent  owned 
by  the  railroads  or  their  subsidiary  companies.  They  virtually  control  the  situation. 
The  reason  for  going  into  the  coal  businea)!  was  the  necessity  of  a  permanent  trans- 
portation business.  At  first  many  individuals  produced  anthracite  cool  in  very  small 
mines  and  with  small  capital.  These  mines  soon  gave  out  and  the  railroads  were  in 
danger  of  bankruptcy.  Therefore  in  order  to  secure  permanent  traffic  they  secured 
properties,  directly  or  indirectly,  and  mode  developments  on  a  larger  scale.     (609.) 

Mr.  McLeod  says  that  in  1900  out  of  47,000,000  tons  shipped  the  individual 
operators  mined  16,000,000  tons,  or  about  one-thinl.  and  the  railroad  mines  shipped 
ta?  reeL    On  tbe  Lehigh  Valley  there  is  a  much  Ituger  proportion  of  individnal 
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opentore.  The  company  mined  in  19D0  2,922,000  tons  out  of  7,675,000  torn  carried. 
The  Heading  mined  T,0&,000  toQH  out  oJ  9,674,000  tons.  The  Central  Bailroad  of 
Kew  Jersey  mined  4,133,000  tone,  while  individual  operaton*  along  that  line  mined 
1,670,000  tone.  The  New  York,  Ontario  and  Western  mined  1,086,000  tone  and  the 
individual  operators  906,000  tona.     (563). 

Mr.  Chium,  of  the  Ontatio  and  Western  Railroad,  thinks  there  would  be  Bome 
opportunities  in  the  tower  anthracite  rKion,  in  the  neighliorhood  of  Pottsville,  for 
iudependentoperatoTstobuvupcoat  lanoe  and  start  intoDueineee.  Quite  an  amomit 
of  land  has  recently  been  sold  in  thia  district.  In  the  Wyoming  district  the  railroads 
t-ontral  a  pretty  laive  proportion  of  the  field,  though  tiiere  are  occasional  gales. 
(503.) 

Mr.  Ricx  thinks  that  anthracite  coal  lands  are  very  difficult  lo  buy,  that  they  are 
largely  held  by  the  railroad  companies,  and  that  sates  are  chiefly  made  to  those 
companies.  It  is  relatively  expensive  to  mine  on  a  email  scale  and  few  people  care 
to  start  iuto  the  busiaesB.     (743. ) 

Omtrol  of  future  coal  mp^j/  by  eon^aaiion. — Mr.  Bteajinb,  president  of  Coxe 
Bros.  A  Co.,  says  that  the  Beadmg  Railroad  is  generally  considered  to  have  the 
largest  supply  of  coal.  The  I«high  Valley  and  the  Delaware  and  lockawonna 
railroads  have  also  large  reserve  supplies.  The  coal  land  which  ie  owned  by  the 
Jersey  Central  is  all  quite  thoroi^hly  developed.  A  combination  of  the  R^uiii^ 
Erie,  Lehigh  Valley,  and  other  roads  having  the  largest  reserves  will  give  these 
companies  a  very  strong  stratf^ical  position  in  the  future  as  the  supply  becomes  more 
limited.     (5S7.) 

5.  Community  of  inierea  among  anthraciu  coal  road». — Mr.  Woodlock,  railroad 
editor  of  the  Wall  Street  Journal,  says  that  while  there  are  no  definite  figures  regarding 
the  common  ownership  of  the  anthracite  coal  roads,  it  is  a  thoroughly  well-under- 
stood fact  that  Mr.  J.  P.  Moimn  represents  a  group  of  interests  that  are  dominant  in 
the  Reading,  Lehigh  Valley,  JerHey-Central,  Delaware,  Lackawanna  and  Western,  atid 
Erie  ratlrosdH,  and  that  it  Ih  believed  that  these  interests  are  taking  steps  to  control 
the  Delaware  and  Hudson.  The  five  roads  first  named,  including  the  Susquehanna 
and  Western,  which  is  owned  by  the  Erie,  carried  in  1900  about  72i  per  cent  of  the 
anthracite  shipments.  It  is  believed  that  the  Pennsylvania  Railroad  and  the  Dela- 
ware and  Hudson  are  in  general  aympathy  with  tho  combination,  and  if  these  be 
included  92  j  per  cent  of  the  tonnaee  is  accounted  for.  Of  the  remainder,  Coxe  Broth- 
ers, owning  the  Delaware,  Susquenanna  and  Schuylkill  Railroad,  get  about  3^  per 
cent.  The  Ontario  and  Western  Railroad  is  a  free  lance,  but  practically  makes  the 
same  rates  and  prices  as  other  roads. 

Mr.  Woodlock  believes  that  there  is  already  a  sufheient  community  of  ownership 
to  assure  absolute  control  of  the  anthracite  coal  HiCuation.     Ho  does  not  think  that  it 


._  .  n  of  the  capitalists  to  brmg  all  the  anthracite  cmI  roads  under  oi— 

single  ownership  and  management,  nor  to  buy  up  all  of  the  anthracite  coal  produc- 
tion. Such  monojioly  would  be  Injudicious,  specially  by  provoking  legislation.  It 
is  the  intention  rather  to  agree  upon  prices.  Inis  is  nothing  new,  since  agreements 
have  practically  been  made  since  1885.  Under  the  present  arrangement,  however, 
the  agreements  will  be  more  effective. 

Mr.  Woodlock  says,  further,  that  the  representatives  of  Mr.  MoKan  are  to  be  found 
in  the  directorates  of  theReading,  the  I^high  Valley,  and  tbe  &ie  nulnwds.  Mr. 
Morgan  himself  has  very  large  capital,  and  besides  he  represents  various  prominent 
financial  interests  which  support  him  in  such  operations  as  these  among  the  anthra- 
cite coal  roads.  Mr,  Morgsin  is  also  interested  in  the  New  York,  New  Haven  and 
Hartfonl,  although  that  has  other  affiliations.     (451-155.) 

Mr.  Haddock,  independent  ooal  operator,  says  that  he  believes  the  common  reports 
regarding  the  establishment  of  a  community  of  interest  among  the  anthracite  coal 
roads  to  be  well  founded.  He  imderstands  that  leading  stockholders  in  the  differ- 
ent companies  have  exchanged  stock  in  such  a  way  as  to  harmoniae  the  interests. 
Probably  the  railroads  thus  brought  into  harmony  control  60  or  70  per  cent  ot  the 
anthracite  coal  tonnage.  The  statement  as  to  the  recent  establishment  of  this  com- 
munity of  interest  is  not  denied  by  the  parties  and  the  bankers  who  have  made  tJbe 
a,rrangements.     (526. ) 

Mr.  Stkahns,  president  of  the  Core  Bros.  A  Co.,  says  that  he  understands  that 
railroads  controlling  practically  80  per  cent  of  the  anthracite  traffic  are  now  working 


a  harmony  under  a  coramunitv  of  interest  All  the  railroads  are  working  together 
except  the  Pennsylvania,  the  Ontario  and  Western,  and  the  Delaware  and  Hudson. 
The  witness  knows  these  matters  chiefly  through  the  newspapers.  The  Delaware, 
.  Busquehanna  and  Schuylkill  Railroad,  which  belongs  to  Coxe  Bros,  &  Co.,  is  in  no 
sense  a  "Morcan  road."  There  is  a  newspaper  report  that  the  Ontario  and  West- 
ern has  recenUj;  been  broutrlit  into  the  i-innmunity  of  interest,  but  the  witness  does 
not  know  as  to  its  correctness.     (586,  589.) 
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Mr.  Walteb  eays  th^t  he  has  oo  definite  information  ae  to  the  teodency  toward 
community  of  intereat,  at  least  as  r^arde  other  railroads  than  the  Lehish  Valley. 
There  are'gentlemen  who  are  dlrectora  of  other  railroads  and  fJeo  of  the  Lehigh 
Vsllej^.  The  puriMBe  is  not  to  eetablish  an  agreement  or  consolidation,  bnt  the  pre- 
sumption is  that  if  a  man  is  interested  in  several  properties  he  will  consider  Uie 
interests  of  each  in  the  light  of  the  intereslB  of  the  others. 

This  witness  thinks  that  there  is  no  tendency  toward  Absolute  consolidstion  and 
control  of  the  anthracite  business.  The  businese  is  so  complicated  and  each  com- 
pany has  such  different  problems  that  it  would  be  difficult  lor  one  body  of  men  to 
manage  all  the  properties.  Moreover,  the  fact  that  only  a  part  of  the  tisffic  of  the 
respective  railroads  is  in  anthracite  coal,  and  that  thev  have  differing  interests  as 
regards  their  other  traffic,  makes  combination  more  aifficult.  About  half  of  the 
total  traffic  of  the  Lehigh  Valley  is  in  general  merchandise,  the  remainder  being  in 
coal.     (545,546.)  _ 

Mr.  Habris,  until  recently  president  of  the  Reading  Railroad,  says  that  the  Beadiiw 
Company,  the  Central  Railroad  of  New  Jeraey,  the  iDrie  Railroad,  and  the  Lehi^ 
Valley  are  working  in  Bubetontial  harmony.     These  roads  represent  about  57  or  59 

Er  cent  of  the  entire  transportation  of  anthracite  coal.  There  is  a  slight  degree  of 
rmony  between  theee  and  the  other  leading  railroads.  Still  the  relations  of  the 
Pennsylvania  Railroad  to  those  which  are  combined  is  essentially  that  of  an  ordinary 
business  competitor.  The  New  York,  Ontario  and  Western  is  one  of  the  more 
recently  constructed  roads,  and  has  never  worked  particularly  in  harmony.  The 
Delaware  and  Hudson  is  also  quite  independent,  and  the  witness  knows  of  no  move- 
ment toward  bringing  it  into  community  of  interest.  The  Pennsvlvania  shipe  about 
12  per  cent  of  the  anthracite  coal,  the  Delaware  and  Hudson  about  the  same,  the 
New  York,  Ontario  and  Western  about  4  per  cent,  and  Cose  Broe.  A,  Co.,  who  are 
entirely  independent,  ship  about  4  per  cent.  The  witness  doee  not  spoik  of  the 
Delaware,  lAckawanna  and  Western.  He  says  there  is  undoubtedly  a  desire  on 
the  part  of  the  railroads  already  working  in  harmony  to  bring  the  others  into  the 
community  of  mtereet.     (598,  599,  608.) 

Mr.  McLsoD  says  that  he  knows  of  no  tendency  toward  actual  consolidation  of  the 
different  railroads.  The  tendency  toward  a  community  of  interests  is  evident  and 
understood  bv  everyone.  The  witness  feels  confident  that  such  community  of  inter- 
est is  desirable  both  in  the  case  of  the  anthracite  roads  and  of  other  railroads.  He 
declares  he  has  no  financial  interest  involved,  but  that  he  believes  the  economies  of 
combination  will  result  in  benefit  to  the  public.  He  does  not  believe  it  is  the  inten- 
tion of  those  concerned  in  the  movement  to  rob  the  public,  nor  could  they  do  so  if 
they  would.     (571.) 

Mr.  Saw  AM),  editor  of  the  Coal  Trade  Journal,  denies  thot  there  is  any  thorough- 
going combination  among  the  anthracite  coal  roads.  It  is  true  that  the  VanderbiTta, 
¥■.,._,_„ .  _.. ,-_„_.  ,_..___._.    __  _.„,__,,.__  . jj  ^^ 


Rockefeilers,  and  other  great  canitalists  are  interested  as  shareholders  in  several  o 
the  different  coal-producing  and  coal-carrying  companies.  It  is  also  a  fact  that  the 
Lehigh  Valley,  the  Erie,  the  Reading,  and  the  Central  Railroad  of  New  Jersey  are 


it.     (513,) 

Mr.  Childb,  of  the  New  York,  Ontario  and  Western  Railway,  asserts  that  the  com- 
munity of  intere^  between  anthracite  roads  does  not  weem  to  have  offectcd  the  com- 
petition in  the  business,  which  is  still  very  lively.  The  Ontario  and  Western  has 
not  entered  into  anv  form  of  combination  or  community  of  ownership,  nor  has  it 
been  approacheil  wit'h  a  view  to  bringing  it  in.  The  witneiw  does  not  know  whether 
Mr.  Morgan,  Mr.  Rockefeller,  or  others,  who  are  interested  in  the  other  anthracite 
roads,  own  stock  in  his  own  road.  Mr.  Depew  is  a  member  of  the  board  of  directors, 
but  the  wilneRS  does  not  think  that  be  has  a  large  block  of  stock.  The  Ontario  and 
Western  has  many  business  connections  with  the  New  York  (Central,  and  it  is  natural 
tiiat  there  should  be  Home  representative  of  the  New  York  Central  on  its  directorate. 
(502, 504, ) 

Mr,  RtcB  does  not  think  that  it  would  be  wise  to  attempt  a  consolidation  of  the 
railroads  carrying  the  anthracite  traffic.  He  donbts  whether  the  consumer  would 
be  seriously  offected,  being  protected  by  the  competition  of  bituminous  coel,  but 
the  operation  of  such  varying  interests  under  one  head  would  be  impracticable,  and 
the  witnets  seee  no  advantage  in  it     (738.) 

EffM  of  combinatwi  on  lanall  prodiuiert. — Mr.  Stbarns,  president  of  Coxe  Broa.  ft  Co., 
does  not  think  that  the  establishment  of  a  community  of  interest  between  the  rail- 
roads will  enable  them  to  drive  out  the  independent  operators.  If  the  attempt  were 
made  to  do  bo  by  reducing  the  price  of  coal,  the  larye  interests,  which  handle  the 
greater  voluine  of  <-oal,  would  suffer  more  than  the  smaller  interests.     At  the  same 
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>f  interest  and  wouM  ssTe  a  connderable  amount  o 
maintainiiig  ft  Arm  price.     (5S5, 589.) 

The  NetB  York  Central  Railroad  in  the  antkracile  field. — Mr.  McLeon  says  he  does 
not  believe  tbftt  the  Kew  York  Central  Railroad  as  a  corporation  has  any  iotenvt  in 
the  anthiadte  i^dq  or  any  intention  of  building  e.  railroad  there.  He  underatands 
that  BOTDS  of  the  etockholden  are  interested  in  some  of  the  anthracite  coal  roads. 
(571.) 

Legal  difficu2he*  hmdervng  monopoly  oj  anthrwHU  coal, — While  Mr.  Gkbbnb  believes 
that  absolnte  coneolidation  of  the  vanoua  anthracite  mines  and  nilroada  would  be 
desirable,  he  points  out  that  legislation  in  the  various  States,  and  especially  in  Fenn- 
f-ylvania,  makes  snch  coneolidation  difficult.  The  conntitution  of  PenueyU'ania 
especially  contains  provisions  directed  against  monopoly.  To  be  iure,  by  a  circuitous 
method  the  Beading  Company,  which  is  chartered  in  Pennsylvania,  has  been  able 
to  oontrol  imilroads  and  mines  at  the  same  time,  although  direct  operation  of  mines 
by  ra'lrDOd  companies  is  prohibited  in  Pennsylvania.     (469, 4T1.) 

AUanpUd  combAnation  of  189S. — Mr.  Childs,  oE  the  Ontario  and  Western  Kai!roa<I, 
says  that  Hr.  McLeod,  of  the  Heading  Railroad,  tried  to  lease  the  Jersey  Central  and 
Lehigh  Valley  in  1893,  in  order  to  effect  a  combination  of  the  anthracite  roads. 
Then  he  branched  out  and  tried  to  control  the  New  York  and  New  England  and  the 
Boston  and  Maine  roods,  but  this  was  too  much  of  an  undertaking,  so  that  whole 
scheme  failed.     (503.) 

6.  Rtent  pardMtei  of  anlkraeite  coal  land*  by  railroadg. — Mr.  Woodlock,  railroad 
editor  of  the  Wall  Street  Journal,  declares  that  it  is  pretty  clear  that  the  owners  of 
the  leading  railway  companies  reaching  the  anthracite  cosJ  region  are  trying  to  buy 
np  a  large  part  ol^the  few  remaining  coal  lands  in  the  hands  of  independent  opera- 
tors. The  Ontario  and  Western  bought  quite  a  block  of  land  from  the  Lackawanna 
Iron  and  Steel  Company  and  about  Sxi.OOO  toaa  of  yearly  production  besides.  The 
Erie  Railroad  has  bought  the  Pennsylvania  Coal  Companv,  which  produces  about 
6  per  cent  of  the  total  anthracite  tonnage.  Mr.  Woodlock  does  not  think  that  these 
purchases  were  due  to  a  desire  to  eliminate  the  independent  operators,  or  to  acquire 
absolute  monopoly,  but  rather  to  prevent  the  independent  operators  from  establish- 
ing a  competing  railroad,  which  would  take  away  from  the  present  railroads  a  larm 
part  of  the  tonnage  of  individoal  operators  which  they  now  carry.  The  Pennsyl- 
vania Coal  Company  had  just  taken  up  the  proposition  to  establish  a  new  coal  road, 
the  Delaware  Valley  and  Kingston. 

The  purchase  by  the  Erie  Railroad  was  conducted  throufch  Mr.  J.  Pierpont  Mor- 
ran,  who  first  bought  out  the  PennsylvaniaCoal  Company  himself,  and  later  eold  it  to 
Uie  Erie.  The  ^^ndicate,  headed  by  Mr.  Morgan,  is  believed  to  have  taken  its  com- 
mission in  the  form  of  Erie  firstpreferred  stock,  $5,000,000  of  which  was  issued  in 
connection  with  the  deal.  Mr.  Woodlock  thinks  that  the  price  paid  for  the  Penn- 
sylvania Coal  Company  was  exceedingly  high.     (4,')l-453. ) 

Mr.  Haddock,  independent  coal  operator,  explains  the  occasion  for  the  recent  pur- 
chases of  coal  lands  by  the  railroad  companies.  He  t&ye  that  about  IStiS  the  inde- 
pendent operators,  feeling  that  it  was  impossible  to  get  reasonable  rates  for  trana- 
Krtetion,  projected  a  new  railroad  from  the  I^ckawanna  region  to  tide  water, 
lievii^  that  the  saving  in  transportation  would  justify  the  expense.  This  road  was 
'a  be  known  as  the  New  York,  Wyoming  and  Western.  Various  mine  operators 
'  '  '  i  tonnage  to  it.  The  Temple  Iron  Company,  which  the  witness  under- 
e  contrinied  by  the  various  railroad  companies,  bought  up  most  of  the. 
mines  whidi  had  pledged  this  tonnage,  and  the  enterprise  was  abandoned. 

Some  of  the  remaining  independent  operators  afterwards  planned  the  construction 
of  a  railroad  to  tide  water  (the  Delaware  and  Kinapton),  following  the  bed  of  the 
Delaware  and  Hndson  Canal.  The  Pennsylvania  Coal  Company,  in  particular,  was 
eoop^'atiiig  in  this  enterprise.  Very  recently  the  Erie  Railroad  has  bought  up  the 
Pennsylvania  Coal  Company  at  a  high  price,  and  the  construction  of  the  railroad  has 
had  to  be  alwndcaied. 

It  vas  more  profitable  to  the  operators  to  sell  out  in  each  of  these  cases  at  the  big 
pricesoffered,freein^theinselveefrom  the  risks  of  mining  and  of  busineas.     (521,522.) 

Mr.  Stkabms,  president  of  Coxe  Bros.  &  Co. ,  says  that  about  three  years  ago  the 
independent  operators  made  an  attempt  to  build  a  railroad  through  Scranton  to 
tide  water,  with  a  view  to  securing  a  lower  rate  of  freight.  later  an  attempt  was 
made  to  build  a  line  along  the  old  Delaware  and  Hudson  Canal  to  Kingston.  Both 
of  these  roads  were  blocked  by  the  buying  upof  mines  upon  which  they  would  have 
to  rely  for  tonnage.  The  Erie  bought  out  the  Pennsylvania  Coal  Company,  and  it 
is  the  general  a^omption  that  this  was  designed  to  prevent  the  building  of  the  line 
to  Kingston,  which  would  especially  have  seri'ed  that  comrniny.  The  New  York, 
Chitario  uid  Western  also  bought  out  several  collieries  which  would  have  been. 
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e  Pennsylviiniii  Coal  Company 

Mr.  Harrih,  fonnor  president  of  the  Reading  Company,  saj^  that  there  was  appre- 
bension  on  the  ^rt  of  the  railroads  over  the  proposed  eitenaion  to  tide  water  ofthe 
Erie  and  Wyoming  Valley  Bailroad,  which  coula,  perhaps,  have  secured  7  per  cent 
of  thetonnaeie.     (603.) 

Parduue  of  coal  intaraU  by  Erie  m/ttem. — Mr.  Thomas,  president  of  the  Erie  Bail- 
road,  saye  that  BuhetantiaUy  all  the  capital  Htook  of  the  New  York,  Susguehanna  and 
Western  Railroad  ie  owned  by  the  Erie,  which  has  exchanged  ite  own  stocks  for  it. 
The  Erie  bae  aleo  recently  bought  the  Pennsylvania  Coal  Company,  which  owned 
the  Erie  and  Wyoming  Valley  Railroad,  extending  from  Hawley  to  Scranlon,  and 
from  Hawley  to  lAckawaxen.  The  price  paid  was  (32,000,000  in  4  per  cent  bonds, 
and  $5,000,000  in  preferred  stock.  The  PennHvlvania  Coal  Company  had  a  capital- 
iiation  of  only  (5,000,000,  but  it  was  eslabiiahed  more  than  38  years  ago. 

The  motive  of  the  Erie  in  acquiring  the  Pennsylvania  Coal  Company  was  tu  guar- 
antee the  stability  of  its  transportation.  For  38  years  it  has  had  close  relations  with 
the  Pennsylvania  Coal  Company,  but  the  Erie  itself  did  not  reach  into  the  heart  of 
the  anthracite  re^on. 

Another  motive  of  the  Erie  in  makinc  this  purchase  was  because  it  has  felt  in  the 
past  that  it  did  not  always  get  a  fair  share  of  the  freight  rate  on  the  coal  which  it 
nauled.  Reaching  only  the  edge  of  the  coal  field  it  had  to  pay  large  aums  to  the 
Erie  &  Wyoming  Valley  and  other  roads  which  first  hauled  the  coai.  Finally,  the 
Erie  desired  to  aecure  a  permanent  coal  supply  for  its  own  use.  The  road  consumes 
360,000  tons  of  anthracite  yearly.     (552,  553. ) 

Mr.  McLbod  thinks  that  the  purchase  of  the  Pennsylvania  Goal  Company  by 
the  Erie  Bailroad  was  a  wise  step  for  the  railroad.  It  secures  to  it  a  tonnage  whicb 
might  otherwise  have  gone  elaewnere.  The  Pennsylvania  Coal  Company  had  a  very 
large  amount  of  unmined  coal  which  the  Erie  will  now  transport.  The  price  pfud 
was  high,  but  probably  the  property  was  worth  It,  because  anthracite  coai  gets  more 
valuable  as  the  suppiv  is  reauced. 

The  debt  incurred  by  the  Erie  in  this  purchase  will  be  paid  off  by  a  sinking  fund, 
to  which  10  centa  for  each  ton  of  coal  mined  ia  added.  The  witness  consideis  this  a 
very  wise  arrangement.  Owners  of  coal  lands  are  beginning  to  see  that  they  must  do 
something  to  liquidate  the  debts  which  they  have  incurred  as  the  coal  is  exhausted. 
The  profits  of  Uie  Erie  on  its  coal  may  be  apparently  for  the  time  being  less  than 
those  of  lees  conservative  companies  that  set  aside  no  sinking  fund.     (572, 573. ) 

PurduiKe  of  Zand*  by  Ontario  and  Watfm. — Mr.  Childs,  general  manager  of  the 
New  York,  Ontario  and  Western  Railroad,  says  that  when  it  began  business  in 
the  anthracite  region  in  1H90  it  had  no  direct  control  of  mines.  It  desired  to  get 
control  of  laree  mining  interests  in  order  to  insure  profitable  transportation.  A 
blanch  from  Uie  main  fine  liad  been  built  to  Scranton,  ,54  miles,  at  a  heavy  expense, 
(2,500,000  to  93,000,000,  and  millions  more  had  been  invested  in  branch  lines  and 
equipment  Contracts  with  individual  operators,  running  only  a  few  years,  could 
not  De  relied  upon  to  assure  business  to  the  railroad  and  eaminn  of  interest  on  its 
bonds.  In  some  earlier  instanees  loans  were  made  by  the  railroad  for  the  improve- 
ment and  development  of  coal  properties  on  condition  that  the  coal  be  shippwi  over 
the  nulroad  until  exhausted.  Within  the  last  2  years  the  railroad  has  absorbed, 
indirectly,  about  RO  per  cent  of  the  producing  capacity  reached  by  it.  It  bought  a 
majority  of  the  stock  of  the  Elkhill  Coal  and  Iron  f  ;ompany  and  of  the  Scran  ton  Coal 
Company,  and  advanced  money  to  theee  companies  to  buy  up  smaller  mines  owned  by 
individual  operators,  and  to  promote  the  development  and  improvement  of  the  mines. 
The  railroaa  company,  under  its  charter,  could  not  prolmblv  legally  mine  coal 
directly.  It  has  made  contracts  with  the  two  companies  named  to  secure  the  trans- 
portation of  all  the  coal  which  they  shall  hereafter  produce.  In  this  purchase  of 
the  control  of  coal  lands  the  Ontario  and  Western  is  merely  following  in  the  steps 
of  the  other  anthracite  ntads,  the  object  being  to  insure  a  permanent  transportation 
bu^nees.     (479,480.) 

Purcti/iee  of  coal  landt  ba  Reading  Company. — Mr.  Marhis,  late  president  of  the 
Reading  Company,  says  that  that  company  has  not  made  any  effort  recently  to  buy 
up  independent  coal  operators.  Practically  all  of  the  Readine's  Jands  were'  boi^ht  . 
by  Mr.  Gowan  many  years  ago.  The  witness  tloes  not  think  there  have  been  any 
large  purchases  of  coal  lands  by  the  Reading  durij^  the  past  8  years,  nor  doee  he 
lecall  any  purchase  made  by  Mr.  McLeod.     (604.) 

7.  PuTchate  of  Ckntral  Radraad  of  New  Jerney. — Mr.  Harris,  until  recently  president 
of  the  Reading  Company,  states  that  the  Iteadiiig  Company  has  recently  nought  a 
m^ority  of  the  stock  of  the  Central  Railroad  of  Kew  Jersey,  paying  for  it  at  the  rate 
of  (160  per  share.     Thispriceis  somewhat  higher  than  the  recent  range  of  prices  of 
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stocks  of  the  Jereej  Central,  hiit  a  ^ood  many  yeftni  ago  it  sold  ae  high  as  (160.  The 
Dumber  of  etaftree  bought  was  ]45,000,  coflting  (23,200,000,  and  bonds  of  the  Reading 
Company  were  Muea  to  cover  this  amount.  In  >  certain  aenee  the  aggregate  capi- 
taliztttioa  of  the  tvo  companies  is  increased  b^  this  transaction,  but  the  Central  was 
earning  a  dividend  of  from  5  to  T  per  cent  on  ita  stocks,  and  at  that  rate  its  e&niin(^ 
will  pay  the  interest  charges  on  the  debt  incurred  by  the  Reading  without  making  it 
a  burden  on  the  general  earnings  of  the  Reading.  The  purctiase  pt&ctically  Eomply 
changes  the  personnel  of  the  ownership  of  the  stocks  of  the  Central. 

Mi.  HarriB  diaclaimB  nay  knowledge  ae  to  the  motive  of  the  bankers  in  bringing 
about  this  control  of  the  Jersey  Central  by  the  Reading.  He  sayB  that  J.  P.  Morgan 
&  Co.  represent  the  owners  of  the  controlling  interest  in  the  Reading.  The  commis- 
sion charged  for  the  tranaftction  in  the  purchaee  of  the  Central  Railroad  of  New 
Jersey  was  not,  Mr.  Harris  believes,  more  than  the  ordinary  and  reasonable  com- 
mieraon.  The  witnew  believes  that  the  bankers  turned  over  the  shares  of  the  Cen- 
tral Railroad  of  Kew  Jersey  at  the  same  price  which  they  paid  for  them.  Of  course 
the  commission  had  to  be  provided  for  in  the  issue  of  securities. 

In  explanation  of  the  aavant^ee  of  this  combination  Mr.  Harris  points  out  that 
the  two  railroads  naturally  constitute  one  systam.  All  busncss  o(  the  Reading  com- 
ing from  the  South  or  Southwest  to  New  York  has  to  be  carried  over  the  Jersey 
Central  about  30  miles.  A  good  deal  of  bituminous  coal  is  hauled  by  the  Reading 
from  West  Virginia  to  Allentown,  and  from  there  goes  90  miles  over  the  Jersey  Cen- 
tral to  New  York.  Busines  going  from  Philadelphia  over  the  Readily  to  Bethle- 
hem, I^,  is  carried  from  there  over  tlie  Central  to  Scrauton. 

The  witnen  does  not  know  of  any  plan  for  the  absorptton  of  the  Lehigh  Valley 
rood  by  the  Reading.  He  does  not  know,  however,  what  bankers  and  la^  stock- 
holders may  be  doing  in  the  purchase  oi  stocks.  The  combination  of  the  Central 
and  the  Reading  is  not  likely  to  have  any  influence  upon  the  Baltimore  and  Ohio  or 
the  Pennsylvama  railroads.  The  Baltimore  and  Ohio  fumishes  a  great  deal  of  busi- 
ness to  the  Reading,  but  is  not  especially  its  competitor,  nor,  on  tne  other  hand,  is 
there  any  combination  or  community  of  mterest  between  them.     [599, 607-609, 610. ) 

Mr.  McLbod  saj^  that  in  1892  the  Reading  Railroad  leased  the  Central  Railroad  of 
New  Jersey,  The  State  of  New  Jersey  brought  suit  to  cancel  the  lease,  but  the  wit- 
ness thinks  no  decision  was  rendered,  the  suit  being  discontinued  after  the  Reading 
went  into  the  hands  of  a  receiver.  He  thinks  that  the  provision  of  the  laws  of  New 
Jersey  which  restrict«d  the  lease  of  the  Ijehigh  Valley  and  the  Central  Railroad  of 
New  Jersey  to  a  Pennsylvania  corporation  would  not  prevent  an  actual  purchase. 
He  understands  that  the  Reading  has  recently  acquired  a  controllir^  interest  in  the 
Central  Railroad  of  New  JeTsey^  but  he  thinks  the  laws  of  New  Jersey  prevent  an 
absolute  combination  and  consolidation  of  the  two  roads.      (672. ) 

Mr,  RicB  says  that  the  recent  purchase  of  a  controlling  interest  in  the  Jersey  Cen- 
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Jersey  Central  stock  which  it  held,  and  was  net  able  to  retain  the  stock  when  the 
loans  were  called.  In  the  second  case  the  lease  of  the  Jersey  Central  was  dissolved 
by  the  New  Jersey  courts.  It  was  expected  in  1893,  when  the  Reading  secured  con- 
trol of  th«  Jersey  Central  and  Lehigh  valley,  that  the  other  coal  roada  would  act  in 
harmony.  The  main  reason  why  ttie  combination  failed  was  that  it  did  not  under- 
Btand  the  necewity  of  reducing  prices  and  making  its  profits  through  economies. 
Instead  it  attempted  to  increase ^riceSj  and  could  not  sell  coal.     (737,  738.) 

With  reference  to  the  high  pnce  paid  for  the  stock  of  the  Central  of  New  Jersey, 
Mr.  Orkbnb  eaya  tbat  while  the  price  was  above  the  averts  for  a  long  term  of  years, 
holders  of  lar;ge  amounts  of  stock  are  freguentlv  unwilling  to  sell  at  market  prices. 
Moreover,  the  combination  between  the  Centra!  of  New  Jersey  and  the  Reading  may 
greatly  increase  the  value  of  both  properties.  The  Central  owns  most  valuable  ter- 
minal facilities,  portly  now  unused,  on  the  Hudson  River.  If  these  are  sold  out  to 
another  company  which  can  make  use  of  them,  a  proper  payment  for  them  should 
be  made.  It  is  fair  to  assume  that  a  profit  will  be  made  out  of  the  investment,  even 
though  stocks  be  bought  at  hieh  pnces.  There  is  no  such  thing  as  an  actual  value 
of  one  of  the  anthracite  roads,  il  one  means  the  cost  of  reproduction.    It  is,  however, 

iDCstJODable,  in  the  opinion  of  Mr.'  Greene,  whether  a  new  road  could  be  built  into 
anthracite  coal  fields  for  leas  than  the  capitalization  of  existing  roads.     (4T5. ) 


Z 


B.  BelBtlon  of  rallroada  to  Independent  operators.— 1.  Atahmcite 
Coal  Operalort'  Auociation. — Mr.  Flbmino,  secretary  of  the  Anthracite  Coal  Opera- 
tors' AsBodation,  says  that  this  association  consists  of  various  smaller  so-called  inde- 
pendent operators  who  sometimes  own  mines  in  their  own  right  and  sometimes  lease 
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uia  the  preeent  percenta^  will  probably  be  about  39  or  39). 

Tbe  object  ot  the  organization  was  to  strengthen  the  email  operators  in  tbeir  rela- 
tiona  with  the  large  corpoiationB.  It  has  been  the  constant  effort  of  the  aKsociation 
to  obtain  more  reasonable  rates  of  transportalioD.     (636). 

2.  Nvmber  of  indepatdent  operalon  atid  their  proportion  of  tonnage. — Mr.  Haddock, 
independent  coal  operator,  ea^  that  it  is  very  difficult  to  determine  jiist  what  an 
independent  operator  ia.  Btnctly  speaking,  an  independent  opeiator  ia  one  who 
mines  his  own  coal,  and  sends  it  to  the  market  and  sells  it  htmaeli,  or  through  a  com- 
mission agent.  The  great  majority  of  the  smaller  operators  and  mining  companies, 
ordinarily  caUed  independent,  sell  their  coal  to  the  various  lailroada  or  railroad 
cool  companies  nnder  contracts,  which  leave  them  by  no  means  independent 
It  has  been  claimed  that  the  independent  operators  of  both  these  classes  represent 
about  30  f>er  cent  of  the  total  tonnage,  but  they  are  growing  fewer  each  year,  and 
tbe  figures  are  uncertain.  Tbe  feeling  of  the  owners  and  managers  of  the  great 
railroads  is  that  the  freight  rate  is  open  to  attack  so  long  as  there  are  really  independ- 
ent operators.  Tbe  new  contracts  on  the  65  per  cent  oasis  which  are  being  made 
bind  the  opeiatore  to  the  nulroad  for  tbe  entire  life  of  their  property.  In  Mr. 
Haddock's  opinion,  so  many  will  sign  theae  contracts  that  no  more  than  &  or  at 
the  outside  10  per  cent  of  the  production  will  remain  to  the  independent  operatots 
who  conduct  their  own  shipments,  as  Mr.  Haddock  doee  himself.  (621,  522,  531, 
632.) 

Mr.  FLsunra,  of  tbe  Anthracite  Coal  Operators'  Aasot^tion,  says  that  the  inde- 
pendent operator  is  defined  ordinarily  as  tbe  man  who  owns  mines,  irrespective  of 
the  way  in  which  he  sells  his  coal.  If  reference  be  made  to  independent  shippers 
and  sellers  there  will  probably  hereafter  be  comparatively  few;  most  operators  will 
find  it  more  advantageous  to  contract  with  the  railroad  companies  to  sell  the  coal  to 
them.  Mr.  Fleming  is  not  autboriaed  to  make  any  complaint  on  behalf  of  the  inde- 
pendent operators.     (542. ) 

Mr.  BTEABKa,  president  of  Coxe  Bros.  &  Co.,  nys  that  the  number  of  independent 
operators  in  the  anthracite  region  is  being  gradually  reduced  by  the  acquisition  of  their 
properties  bv  the  railroad  companies  and  other  large  operators.  There  has  been  a 
substantial  aecrease  in  the  output  of  theindependentoperatorain  the lastfew  years. 
Tbe  witness  does  not  think  that  these  operators  have  been  forced  to  sell  out,  but 
believes  that  tbe^  did  so  because  they  could  get  a  very  good  price.  He  thinks  that 
there  is  no  discrunination  against  them  by  me  railroads  in  any  way.  He  under- 
stands that  there  are  some  landa  in  the  Schuylkill  r^ou  which  are  now  on  tbe 
market,  although  it  is  true  that  the  really  dearable  cwi  lands  are  about  all  now 
owned  by  those  which  are  really  operating  mines.  If  lands  could  be  obtained,  an 
independent  operator  oonld  start  into  btudiws  on  as-  favorable  t«rms  as  those  alr«idy 
in  the  business. 

Tbe  Lehigh  Valley  Railroad  has  a  laiver  proportion  of  independent  operators  than 
anyotherof  tbe  i^friids.     (679,  680,  W8.J 

Mr.  Saward  states  that  the  independent  coal  operators  probably  at  preeent  pro- 
duce but  a  small  fraction  of  the  total  output  of  anthracite  coal — uot  more  than  20  per 
cent.  Of  this  proportion  by  far  the  greater  port  is  sold  directly  to  the  railway  com- 
panies at  the  mines  under  the  percentage  contract  arrangement  Some  individual 
operators  still  sell  their  own  coal  through  commission  houses.  John  C.  Haddock  is 
one  of  the  largest  of  these  operators.     (608,  609. ) 

Mr.  GaaENE,  of  tbe  Audit  Company  of  New  York,  says  that  four  or  five  years  ago, 
when  he  was  connected  with  the  anthracite  coal  busmees,  the  independent  producers 
controlled  between  28  and  30  per  cent  of  the  tonnage.  In  the  case  of  one  or  two  of 
the  rulroad  companies  the  independent  tonnage  was  a  very  large  proportion  of  tbe 
total  tonnage.     (468. ) 

Mr.  Haddock  says  that  there  are  more  independent  coal  operators  in  the  northern 
anthracite  field  than  in  the  Schuylkill  field,  whete  the  Philadelphia  and  Reading 
absorbs  moat  of  tbe  territory.  In  the  Lehigh  field  there  have  been  many  changes  in 
ownership  recently.     (522.1 

Mr.  HAimiB,  until  recently  president  of  the  Reading  Company,  says  that  out  of 
eight  or  nine  miUion  tons  snipped  by  the  Reading  &)mpany,  perhapa  one  million 
tons  are  produced  by  independent  operators.  In  most  cases  there  is  no  financial 
relation  between  these  operators  and  tbe  railroad.  In  a  few  peculiar  instances 
tbev  are  brought  together.  Thus  in  one  case  the  individual  operator  mmea  partly 
ftn  i«„^.,  1^1 — i —  <„  tjjg  Reading,  and  the  Reading  mines  partly  on  his  landa  on 
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3.  Attihide  of  indaiatdeiit  uperalnrK. — Mr.  TnoHAfl,  nrendent  of  the  F,ne  Railroad, 
asserts  that  the  independent  operatore,  including  taoee  who  ship  for  tjietnselves, 
■long  the  Erie  road  are  a_pparently  entirely  Bfttisfled  with  conditiona.  The  most 
amicable  relatioiu  have  existed.  It  ie,  to  be  sure,  the  faahion  if  a  man  faile  in  buei- 
neaa,  in  this  as  in  other  industriee,  to  charge  the  failure  to  the  railroad  company 
rather  than  to  lack  of  ability  or  application.  Mr.  Thomaa  Bays,  further,  that  the 
profits  of  the  independent  operatora  are  Kreater  than  those  of  Uie  laUroads  propor- 
tionately. The  witneea  has  known  individual  operatote  who  a  few  yeaiB  ago  were 
carrying  dinner  piulB,  and  who  now  live  at  the  W  aldorf-Astoria  and  run  automobiles. 
(549,566.) 

4.  Coxe  Brothen  &  Co. — Hr.  Bteabns,  president  of  Coxe  Broe.  &  Co.,  saya  that  the 
mines  of  that  company  are  located  in  tlie  Lehigh  anthracite  region.  The  company 
employe  about  3  600  men,  and  in  1900  ehipped  1,032,577  tons  of  coal  of  its  own  pro- 
duction; ilB  total  production,  a  email  part  oetng  used  for  local  purposes,  amounting 
to  1,246,562  tons.  The  company  purchaaed  from  Mr.  C.  l^rdee  629,021  tons,  which 
it  shipped,  making  the  total  shipments  1,561,598  tons.  Of  this  amount  1,071,357 
tons  were  sent  to  Perth  Amhoy  and  149,209  tons  to  points  on  the  railroad  lines  east 
The  company  shipped  to  Butfalo  for  lake  ahipment  199,870  tons.  The  Coze  com- 
pany produces  and  hauls  about  3k  per  cent  of  the  entire  output.     (578,  581. } 

5.  Plymouth  Coal  Company.—Mr.  Haddock,  of  the  Plymouth  Coal  Company,  says 
that  when  running  at  full  capacity  his  company  employs  from  1,000  to  1,100  men. 
It  usually  works  more  days  than  the  mines  controlled  by  the  railroad  companies, 
simply  because  Mr.  Haddock,  shipping  his  own  coal,  has  insisted  on  the  nght  to 
secure  cars,  and  to  he  tne  from  dictation  as  to  output     (533.) 

C.  Percentage  contracts  and  frelgbt  rate*.— 1.  Ptrcentaae  eoTitracUwUh 
independent  operaiori. — Mr.  Sawahd,  editor  of  the  Coal  Trade  Journal,  savs  that  the 
great  bulk 'of  the  coal  hauled  by  the  anthracite  roads  is  produced  by  tnoee  roads 
UiemselTes  or  their  subsidiary  companies.  By  far  the  largest  proportion  of  ctml 
produced  by  independent  operators  is  brought  to  tide  water  under  a  contract  by 
which  the  railroad  company  receivee  40  per  cent  of  the  tide-water  price  and  the 
individual  operator  SO  per  cent.  Operators  are  therefore  interested  in  keeping  the 
price  of  coal  aigh,     (5Ci9. ) 

Mr.  Stbaknb,  president  of  Coxe  Bros.  &  Co.,  says  that  for  sevei&t  years  the  great 
majority  of  the  independent  operatora  have  sold  their  coal  to  coal  companies  affili- 
ated with  the  railroads.  The  operators  receive  60  per  cent  of  the  tide-water  prices 
and  the  railroad  company  receives  40  per  cent,  guaranteeing  the  sale  and  paying  all 
selling  expenses  as  well  as  transportati  n.  The  railroad  assumes  the  actual  title  to 
the  coal  at  the  breaker  and  the  operator  has  no  reeponsibilitv.  The  settlement  is 
made  with  the  independent  operators  monthly  on  the  basis  of  the  prices  received  dur~ 
ins  the  preceding  month.     (577-580. ) 

Jdr.  Childb,  general  manager  of  the  New  York,  Ontario  and  Western  Railway,  says 
that  when  that  road  reached  the  coal  fields  in  1890,  it  made  contracts  with  indiWd- 
nal  operators  agreeing  to  cany  their  coal  to  tide  water,  and  to  receive  for  transporta- 
tion 40  per  cent  of  the  tide-water  price  in  case  of  prepared  sizes.  The  actual  form  of 
the  contract  was  a  purchase  of  the  coal  at  the  mine  \r^  the  railroad.  At  first,  part  of 
the  terminal  charges  at  tide  water  were  paid  by  the  individual  operatois,  but  after 
several  years  the  railroad  assumed  all  these  expenses,  paying  the  operator  60  per 
cent  of  tlie  average  tide-water  price,  free  from  all  commissions,  terminal  chai^tes,  etc. 
Thus,  if  the  tide-water  price  should  be  $3,  the  price  to  the  operator  at  the  mine 
would  betl-SO  net 

Mr.  Childs  states  further  that  the  practice  of  the  other  railroads,  with  regard  to 
the  purchase  of  coal  on  the  percentage  plan,  is  practically  the  same  as  that  of  the 
Ontario  and  Weetem.  On  some  of  the  roads  part  of  the  inaividual  operators  ship  to 
tide  water  independently,  paying  the  freight  charges  and  selling  the  coal  directly. 
On  the  Ontario  and  Western,  however,  all  or  practically  all  operators  sell  to  the  rail- 
road at  the  mine.  On  shipments  west,  as  weft  as  on  those  to  tide  water,  the  Ontario 
and  Western  usually  hnys  the  coal  from  the  operators  on  a  percentage  system. 

At  the  time  of  Mr.  Childs'a  testimonv,  February,  1901,  a  revised  contract  with  the 
operators  was  under  consideration  by  tbe  Ontario  and  Western  and  other  railroads. 
TTiis  provided  for  the  payment  to  the  operators  of  66  per  cent  instead  of  60  per  cent 
of  the  tide-water  price  on  prepared  sizes  of  coal.     (496-498. ) 

Mr.  McLeoc  says  that  it  was  through  his  influence  that  the  present  system  of  per- 
centage contracts  with  individual  operators  was  introduced  as  a  general  system. 
Prior  to  that  time  there  were  some  contracts  by  which  the  railroads  hauled  coal  to 
llie  seaboard  and  sold  it,  allowing  the  operators  a  percentage  of  the  price.  There 
were  such  cootncte  on  the  Lehign  Valley  by  which  ^e  operators  received  66  per 
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cent  Mr.  McLecxl  caaceled  theee  coatracta  and  made  othera  on  the  60  per  cent 
basis.  The  coal  by  this  arrangemeDt  is  sold  by  the  producer  to  a  «>al  company 
affiliated  with  the  lailroad.  The  coal  comiiany  sells  it  and  receives  its  40  per  cent  of 
the  price,  while  60  per  cent  goes  to  the  individnal  operator.  Out  of  the  40  _per 
oeat  the  coal  company  moat  pay  freight  to  the  rulroad  company  with  which  it  is 
affiliated. 

Mr.  McLeod  thinks  there  is  practically  no  difference  in  the  new  contracts  on  the  66 
per  cent  basis  except  as  to  the  rate  aUowed.  He  understands,  however,  that  the  new 
contracts  are  to  cover  all  the  coal  in  the  ground  of  the  operator  signing  the  contract 
The  contiacis  made  by  Mr.  McLeod  ran  7  or  8  years.  They  were  considered  very 
generally  satislactory.    (6S2,  563.) 

Mr.  FLEMING  says  that  many  years  ago  the  contracts  between  the  railroad  com- 
panies and  the  coal  operatora  allowed  the  openitois  only  40  or  45  per  cent  of  iJie 
tide-water  price  of  coal,  although  some  contracts  made  the  percental  vary  in  at.'cord- 
ance  with  the  amount  paid  to  labor.  After  that  for  a  time  the  rale  was  66  per  cent 
of  the  tide-water  price.  From  1S92  to  1898  the  contracts  allowed  the  operators  60 
per  cent  of  the  tide-water  price,  while  the  present  contracts  which  are  being  made 
are  based  on  65  per  cent.     (536.) 

Mr.  Walter  says  that  the  auiiliary  companies  of  the  Lehigh  Valley  Railroad  buy 
part  of  the  coal  produced  by  independent  operators  on  the  percentage  bads.  The 
rate  paid  to  operators  at  the  time  of  his  testimony,  February,  1901,  was  60  per  cent  of 
the  tide-water  price.  A  contract  on  the  basis  of  ^  per  cent  was  then  under  discuimon 
with  the  probanility  that  it  would  be  adopted.     (m3.  ) 

Mr.  Haddock,  independent  coal  operator,  says  that  since  the  time  of  the  attempted 
combination  by  Mr.  McLeod,  in  189S,  the  railroads  have  offered  to  independent  oper- 
ators to  buy  and  transport  their  coal,  paying  60  per  cent  of  the  price  received  at  tide 
water  on  tne  prepar^  sizes.  This  was  considered  a  concession  at  the  time,  since 
individual  operators  were  protesting  vigorously  against  the  rates  that  were  being 
charged  for  transportation.  The  present  movement  for  an  increase  of  the  percentage 
to  65  bos  grown  out  of  the  desire  of  the  railroad  companies  to  suppress  the  construc- 
tion of  a  railroad  by  the  independents.     (522.) 

Mr.  WooDLocK  Bays  tJiat  the  nulroods  have  had  contracts  with  the  independent 
coal  operators  by  wnich  the  rate  of  transportation  was  based  on  the  price  received 
for  coal  at  tide  water.  The  railroads  would  take  the  coal  to  market  and  give  the 
producer  60  per  cent  of  the  price  received  at  tide  water.  About  2  yearq  ago  the 
project  of  an  mdependent  railroad  from  the  anthracite  coal  r^onb^pm  to  be  pushed 
and  the  other  railroads  have  felt  themselves  forced  to  make  a  concession.  The  pro- 
posed new  contracts  give  the  operators  66  per  cent  of  the  tide-water  price,  the  rail- 
roads accepting  35  per  cent  as  the  payment  for  freight.     (454. ) 

Mr.  Harbis,  until  recently  preddent  of  the  Eeadmg  Company,  saserts  that  he  doeB 
not  know  whether  more  than  half  of  the  cool  produced  by  the  independent  opera- 
tors along  the  Beading  Railroad  is  sold  to  the  Beading  Coal  and  Iron  Company  or 
not  In  most  of  the  other  regions  more  than  half  of  the  operators  do  sell  to  the 
railroad  companies.     (600.  \ 

2.  New  66  per  cent  eontraeU.—'K.t.  Thomab,  president  of  the  Erie  Railroad,  says 
that  most  of  the  anthracite  coal  produced  by  independent  operators  reached  by  that 
railroad  is  bought  by  the  rsilrtMul  through  a  subordinate  company,  on  the  percent- 

y  contract  system.  At  present  (February,  1901),  the  operators  receive  60  per  cent 
the  tide-water  price.  The  Erie,  together  with  other  railroads,  was  at  that  time 
arranging  for  a  contract  allowing  the  operators  65  per  cent,  and  the  witness  had  no 
doubt  that  the  arrangement  would  be  completed.  It  was  not  a  condition  of  the 
contract  that  all  the  operators  should  accept  it.  but  the  witness  thinks  that  the  tail- 
road  is  entitled  to  the  acceptance  of  most  of  tne  operators.  He  believes  the  opera- 
tors are  generally  well  satisned. 

Mr.  Tnomas  mrther  affirms  that  these  new  contracts  cover  the  entire  life  of  the 

Sroperty  of  the  various  operators;  that  is,  the  Erie  agrees  to  purchase  all  the  coal  in 
re  ground,  and  the  operator  to  sell  it  all.     (649. ) 

A  copy  of  the  form  of  the  proposed  65  per  cent  contract  was  submitted  by  Mr. 
Ghilds.  It  contains  a  proinise  on  the  part  of  the  producer  or  seller  to  deliver  to  the 
railroad  company  all  toe  coal  which  it  produces.  The  railroad  company  agrees  to 
take  as  much  coal  as  the  market  will  permit,  dividing  tturly  the  demand  between 
the  various  collieries,  in  proportion  to  their  capacity,  with  no  preference  for  mines 
operated  by  itself.  The  diviBion  of  tide-water  price  is  different  in  the  case  of  other 
classee  of  coal  than  in  the  case  of  the  larger  prepared  sizes.  The  mtdn  clausee  of  this 
contract  are  as  foUows  (496,  498,  50e-«>7) : 
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"^lifl agreement,  made  and  cxociited  in  thecitj-of  PhiladelnhU,  Fa.,  this day 

of ,  nineteen  hundred ,  between (hereinafter  called  the 

seller},  party  of  the  flrat  part,  and [hereinafter  called  the  buyer), 

party  of  the  second  port,  witneesetb: 

"First.  The  Belier  hereby  sells,  and  agrees  to  deliver  on  cars  at  breaker  to  the 
buyer,  all  the  anthracite  coal  hert^ifter  mined  from  any  of  its  minee  now  opened  and 
operated,  or  which  it  may  hereafter  open  and  ooeiate  on  the  premises  intended  to 
be  covered  by  this  contract,  and  any  which  shall  be  reclum^  from  culm  banks  on 
Boid  premieee,  viz: 

"Hhipments  to  be  made  from  time  to  time  as  called  for  by  the  buyer.  The  buyer 
to  sive  on  the  2Sth  of  each  month,  notice  of  the  quantity  aa  nearly  as  practi- 
cable buyer  wilt  reonire  for  nest  month,  and  arrange  to  take  the  coal  in  as  nearly 


will  permit.  The  buyer  to  use  its  best  eflorla  to  find  a  market  for  the  seller's  coal  BO 
aa  to  enable  the  seller's  collieriee  to  be  worked  ax  many  days  as  practicable,  with 
doe  T^iard  to  the  general  market  conditions,  and  to  give  orders  for  ehipment  which 
wDl  enable  the  seller  to  work  its  collieriee  as  many  days  in  each  year  as  other  collieries 
work  eimilarily  situated. 

"The  buyer  agrees  that  it  will  not  discriminate  in  favor  of  its  own  mines,  or  any 
persona,  firms,  or  companiee  with  which  it  has  contracte  to  buy  coal,  but  that  the 
qnantity  to  be  ordered  monthly  shall  be  a  just  proportion  of  the  entire  quantity  of 
coal  agreed  to  be  purchased  bv  the  buyer,  measured  by  the  colliery  capacity  of  the 
respective  sellers.  It  being  itnderHtood  that  bo  far  as  pr&cticable  the  quantity  ordered 
shall  not  be  lem  than  a  juat  proportion  of  all  the  anthracite  coal  which  the  require- 
mento  of  the  market  may  from  time  to  time  demand.  The  colliery  capacity  shall  be 
determined  ae  of  the  Ist  of  January  in  each  p-ear  by  the  parties  hereto,  and,  on  their 
fulnre  to  agree,  the  president  tor  the  timebeingofGirara  Trust  Company  shall  select 
a  suitable  expert  for  this  purpose.  Bhould  any  nmrked  change  take  place  affecting 
the  productive  capacity  ol  the  colliery,  either  the  buyer  or  the  seller  may  call  for  a 
new  deteimination  of  (he  colliery  capacity  as  of  the  b^innlng  of  any  quarter  of  the 
calendar  year. 

"Second.  The  bnyeragrees  to  payand  the  seller  agrees  to  accept  the  following  prices 
for  said  coal,  when  prejMred  in  accordance  with  the  standard  neretnafter  set  forth, 
and  delivered  f.  o.  b.  railroad  cars  at  the  breaker: 

"For  all  aicee  above  pea  coal,  sixty -five  (65)  percent  of  the  general  average  free  on 
board  prices  of  said  sizee  received  at  tide  points  at  or  near  New  York,  between  Perth 
Amboy  and  Edgewater,  computed  as  hereinafter  provided. 

"For  pea  coal  fifty  (50)  per  cent  of  the  general  average  f.  o.  b.  price  for  pea  coal  at 
said  tide  points  at  or  near  New  York  when  the  said  price  is  two  dollars  and  fifty 
cents  ((2.50)  per  ten  or  le«,  and  for  each  advance  of  ten  (10)  cents  per  ton  in  the 
said  f.  o.  b.  price  above  two  dollars  and  fifty  cents  (12.50)  the  proportion  paid  the 
seller  shall  be  increased  one(l)  percent  imtil  the  percentage  paid  for  pea  coal  reaches 
Biity-flve  (65)perpent. 

'For  bnckwhnat  coal  No.  1,  forty  (40)  per  cent  of  the  general  average  f.  o.  b.  price 
.  .  jaid  tide  points  at  or  near  New  York  when  the  said  price  ia  two  doOars  ((2.00) 
per  ton  or  lees,  and  for  each  advance  of  ten  (10)  cents  per  ton  in  the  said  I.  o.  1 


at  said  tide  points  at  or  near  New  York  when  the  said  price  is 

per  ton  or  lees,  and  for  each  advance  of  ten  ( 10)  cents  per  ton ..  ,.  _. 

price  the  proportionate  price  paid  the  seller  shall  be  increased  two  (2)  percent  until 
the  said  f.  o.  b.  price  reaches  two  dollars  and  fifty  cents  ($2,50),  after  which  the  pro- 
portionate price  paid  the  seller  shall  advance  one  (1)  per  cent  for  each  ten  (10) 
cents  advance  in  the  f.  o.  b.  price  above  two  dollarsana  fifty  cents  ((2.50)^  as  in  the 
Mse  of  pea  coal  above  mentioned.  Provided  that  nothing  herein  contained  shall 
oblige  the  bayer  to  pay  for  buckwheat  No.  I  coal  a  rste  higher  than  for  pea  coal. 

"For  all  sizes  smaller  than  buckwheat  No.  1  the  seller  shall  receive  twenty-five  ( 25) 
cents  per  ton  f.  o.  b.  railroad  cars  at  breaker,  and  tor  each  ten  (10)  cents  mcrease  in 
the  general  average  t.  o.  b.  price  above  one  dollar  and  thirty  <:enta  [tl.30)  a  ton  at 
tide,  the  price  shall  be  increased  five  cents  per  ton;  but  it  ia  understood  that  the 
buyer  shall  have  the  option  to  decline  to  take  these  smaller  sizes  in  ezoeea  of  the 
proportioD  taken  from  the  buyer's  own  collieries  and  operations. 

"Fifteenth.  If  by  reason  of  changes  in  trade  or  colliery  conditions  the  seller  is  imable 
to  operate  its  minee  without  financial  loss  on  the  basis  of  this  contract,  and  the  buyer 
declines  to  modify  this  agreement,  the  seller  may  submit  the  questiona  involvea  to 
the  said  board  of  arbitration,  and,  if  the  board  decidea  that  the  seller  cannot  operate 
its  minee  without  loss  an  the  basis  of  this  contract,  and  if  the  buyer  and  seller  cau 
not  agree  on  a  modification  of  thia  contract,  then  this  conbact  ehall  cease  and 
determine.  ,  -~  t 

,.,  i.A.(.H")^lc 
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"Sixteenth.  It  is  also  undeTstood  and  agreed  (anythiog  herein  contained  to  the  con- 
trary notwithetanding)  that  if  at  any  time  or  times  theaverage  f.  o.  b.  price  at  tide 
for  aizee  of  coal  lai^r  than  pea  coal  ehall  be  lee§  than  three  dollars  ana  fifty  cents 
($3.50)  per  ton,  then  the  eeller  may  at  its  option  temporarily  suspend  mining  and 
cease  all  deliveries  hereunder  until  the  said  average  price  ehall  reach  three  dollars 
and  fifty  cents  J$3.50)  per  ton;  provided,  however,  that  two  weeks'  notice  of  inten- 
tion to  stop  dehveries  snail  in  such  case  be  given  b}[  the  seller  to  the  buyer;  and,  if 
any  question  arises  as  to  price  being  less  than  tS.SO,  it  shall  be  submitted  to  the  per- 
manent arbitraljon  board." 

Mr.  Stbarnb,  preadent  of  Coxe  Broe.  &  Co.,  testifying  in  April,  1901,  said  that 
he  understood  that  the  new  65  per  cent  contracts  had  not  yet  gone  into  force.  Ue 
believes  that  the  contracts  were  drawn  up  by  a  conference  between  a  committee  of 
independent  operators  and  a  committee  representing  the  railroad  companies.  Their 
seseiou  lasted  lor  several  weeks.  The  wlbiess  imderetands  that  the  propositioQ  was 
offered  bv  all  the  railroads  alike.  He  has  been  told  that  the  operators  of  the  Penn- 
sylvania line  have  signed  the  agreements,  but  that  none  of  those  on  the  other  lines 
had  signed  them  up  to  a  few  days  before  his  testimony.  It  was  his  impression,  how- 
ever, tliat  the  contracts  would  be  adopted. 

Mr.  Steams  says  that  thenew65  per  cent  contracts  are  intended  to  cover  the  entire 
output  of  the  minee  of  the  independent  operators  in  the  future,  excepting  in  the  ease 
of  those  made  by  the  Pennsylvania  Railroad.  The  earlier  60  per  cent  contracts 
mostly  ran  for  a  period  of  _years  and  have  for  the  moet  part  expired.  It  is  his  opin- 
ion that  the  new  contract  is  being  propoeed  by  the  railroads  with  a  view  to  securing 
control  of  the  busineaB  and  preventing  competition.  Mr.  Steams  understands  that 
the  66  per  cent  rate  of  the  new  contr^^t  applies  only  to  the  prepared  sizes.  In  Uie 
case  of  pea  coal,  the  operators,  he  believes,  are  to  receive  50  per  cent,  and  in  the  case 
of  the  smaller  sizes,  40  per  cent  of  the  prices.     (577-580. ) 

Mr.  Haddock,  independent  coal  operator,  says  that  the  new  contract  proposed  by 
the  railroad  companies,  allowing  the  operators  65  per  cent  of  the  tide-water  price  of 
coal,  is  conditioned  upon  the  agreement  to  sell  all  of  the  coal  to  the  railroul  com- 
pany for  the  entire  life  of  the  property.     The  rulroad  companies  also  desire  a  large 

ect. 

532.1 

Mr.  Walter  says  that  the  new  contracts  on  the  65  per  cent  basis  which  are  being 
made  provide  that  the  entire  product  for  the  life  of  the  collieries  shall  be  sold  lo 
railroads,  but  that  there  are  many  limitations  and  stipulations  in  connection  with 
this  provision.     (545.) 

Mr.  Flemiko  declares  that  while  the  operators  would  like  to  get  a  laixer  proportion 
of  the  tide-water  prices  they  are  very  generally  satisfied  with  the  new  65  per  cent 
contract.  Out  of  the  35  per  cent  which  it  receives  the  railroad  company  most  not 
only  pay  freight,  but  also  the  selling  expenses. 

The  witness,  as  the  representative  of  the  Anthracite  Coal  Operatore'  Association, 
is  not  authorized  to  make  any  complaint  whatever.  He  says  that  he  would  rather 
not  answer  the  question  whether  he  knows  of  any  cause  for  complaint.     (537,  542), 

Mt.  Fleming  thinks  that  the  sew  66  per  cent  contracts  are  in  some  cases  made  for 
the  entire  future  product  of  the  mines,  but  that  in  other  cases  they  are  for  shorter 

The  witness  stated  further  that  under  these  contracts  the  nulroad  agrees  to  buy 
from  the  operator  "as  much  as  it  requires."  It  certainly  could  not  agree  to  take  an 
amount  which  it  could  not  dispose  of.  In  manv  cases,  however,  companies  are 
allowed  to  sell  on  their  own  account  any  excess  above  the  amount  which  the  rail- 
road company  agrees  to  take  from  them.     (636,  537.) 

Mr.  Fleming  stated  in  February,  1901,  that  most  of  the  members  of  that  association 
were  signing  the  new  contracts  providing  for  the  66  per  cent  basis  on  tide-water 
prices.  The  witness  says  no  doubt  that  the  new  arrangement  will  go  into  force. 
The  operators  find  it  much  more  advantageous  toenter  into  these  contracts  andavoid 
the  necessity  of  having  offices  of  their  own,  or  branches  at  a  number  of  different 
places  for  disposing  of  the  coal,  which  involves  large  expense.     (537J. 

Mr.  Harris,  late  president  of  the  Reading  Company,  stated  in  Apnt,  1901,  that  the 
new  65  per  cent  contracts  had  not,  so  far  as  he  knew,  yet  gone  into  effect,  but  that 
he  believed  the  individual  operators  were  generally  satisfied  with  them.  In  the 
Beading  territory  the  operators  have  not  objeicted  on  the  ground  that  the  contracls 
require  them  to  sell  their  entire  fatore  output  for  the  life  of  the  mines  to  the  railroad. 

(610.  r 

3.  f^eighl  rata  on  anthraciU  coal.  Oompariion  viith  bttumimnu  coai. — Mr,  Flbhing, 
secretary  of  the  Anttiracite  Coal  Operators'  Association,  says  that  the  majority  of  the 
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members  of  that  aaaociatioii  sell  their  coal  to  the  railroad  companiee  under  percent- 
age oontracte,  eo  that  there  is  no  (jueetion  with  them  as  to  freight  rates.  On  the 
relatively  email  proportion  which  operatora  ship  or  sell  on  their  own  account  they 
make  complaints  freqoently. 

Mr.  Fleming  declares  himself  nnable  U)  compare  the  chaigea  per  ton  per  mile  for 
hauling  anthracite  coal  with  those  for  haulinz  bituminous  coal.  Some  years  ago 
bituminous  coal  was  being  hauled  from  West  Virginia  to  tide  water  for  three  mills 
per  ton  per  mile,  but  that  was  eiceptJonal.  It  was  reall  v  a  losing  rate.  At  the  same 
time  theaverage  rate  on  anthracite  was  about  nine  mills.  There  are  frequent  com- 
plaints as  to  the  disparity  in  the  rates  on  the  two  classee  of  coal,  but  there  is  good 
reason  why  soft  coal  should  be  carried  cheaper.  The  entire  product  is  of  the  same 
grade  and  can  be  dumped  from  the  train  into  a  veesel.  Anthracite  is  in  different 
sizes  and  of  different  qualities,  which  must  be  kept  apart.  This  coal  must  therefore 
be  put  in  storage  pilee  or  held  in  care  or  OD  barges  subject  to  demurrage  charges. 
(53S,539,&40. ) 

Mr.  8a WARD,  of  the  Coa!  Trade  Journal,  says  that  it  is  no  longer  worth  while  to 
pay  much  atlentiou  to  schedule  rates  of  transportation  on  anthracite  coal,  since  prac- 
tically all  coal  is  hauled  on  a  percentage  contract  by  which  the  railroad  receives  40 
per  cent  of  the  tide-water  price  for  transportation.  When  coal  is  at  ||4  the  railroad 
receives  (1.60.  If  the  average  distance  to  tide  water  from  th .  :mthracite  fields  is  160 
miles,  it  makee  1  cent  per  ton  per  mile.  The  rate  per  ton  per  mile  thus  varies  in 
Bctmrdance  with  tbetide-waterprioe.  The  rate  is  higher  than  on  soft  coal,  bat  the 
two  are  entirely  dlKerentin  their  nature  and  in  thecostof  transportation.      (609.) 

Mr,  Stearns,  president  of  CoxeBroe.  Co.,sav8  that  the  distances  from  the  anthra- 
cite mines  to  tide  water  vary  considerably,  Tne  difference  between  the  distance  of 
the  Lehigh  region  and  the  Wyoming  region  is  comparatively  slight.  From  the 
Schuylkill  r^on  the  coal  is  usuaily  shipped  to  Philadelphia. 

There  have  been  complaints  at  times  tiy  the  independent  operators  that  the  rates 
chained  for  transporting  coal  were  excessive,  especially  as  compared  with  bitumi- 
nous coal.  The  witness  understands,  however,  that  bituminous  freight  rates  have 
recently  been  increased.  In  his  jndgnient  it  is  proper  that  the  rales  on  anthracite 
should  be  higher  than  thoseon  bituminous  coal.  The  cost  of  transportation  in  itself 
is  perhaps  not  greater,  but  there  are  several  different  sizes  of  anthracite  coal  which 
must  be  Kept  separate,  necessitating  frequently  storage  in  cars  or  in  biim  or  vesKls. 
Moreover,  the  cars  in  which  bituminous  coal  is  hauled  are  usually  returned  with 
some  load— iron  ore,  iron,  or  some  other  product.  In  the  case  of  anmracdte  coal  the 
cars  uflnally  return  empty.     (579,) 

Mr.  Haddock,  independent  coal  operator,  says  that  bituminous  coal  is  hauled  to 
tide  water  at  much  lower  rates  per  ton  per  mile  than  anthracite  coal,  but  he  thinks  it 
would  be  necessary  to  ask  the  railroad  men  the  reason  for  the  difference,     1530.) 

Mr.  Cbilds,  of  the  New  York,  Ontario  and  Western  Railway,  says  that  that  road 
does  not  receive  nearly  as  much  as  10  mills  per  ton  per  mile  on  anthracite  coal,  nor 
does  he  think  any  road  ever  received  as  much  as  that.  The  average  receipts  per  ton 
by  the  Ontario  and  Weetem  for  the  year  ending  June  30,  1899,  were  11.128  for  the 
distance  of  214  miles,  from  Scranton  to  Weehawken.  (During  the  summer  months 
vewels  are  loaded  at  Com wall-on-the- Hudson,  54  mile«  nearer.)  The  charge  thus 
runs  from  6  to  T  mills  per  ton  per  mile.  The  relative  rate  is  higher  for  the  shorter 
routes,  of  which  the  shortest  is  the  Delaware,  Ijickawanna  and  Western,  146  miles, 
(496,  497,) 

Mr.  Childs  says  that  the  railroad  tariffs  in  effect  on  his  road  from  the  anthracite 
coal  fields  are:  To  Buffalo,  $2  per  ton;  Chicago,  (3.50;  St.  Louis,  (4;  tidewater,  $1.75. 
Bnt  practically  alt  the  coal  carried  by  Ibis  toad  is  on  the  percentage  basis.     (496.) 

Mr.  McLbod  says  that  the  average  freight  rate  to  tide  water  from  the  anthracite 
coal  fields  is  about  |1,50  per  ton.  He  knows  of  one  colliery  where  the  average  rate 
for  some  time  has  been  only  Si. 36  per  ton,  amounting  to  7  mills  per  ton  per  mile. 
(565.) 

Mr.  Harbis,  until  recently  president  of  the  Reading  Company,  says  that  he  does 
not  think  it  is  the  purpose  of  the  railroads  in  the  anthracite  coal  field  to  put  up 
the  freight  rates  by  combination  among  themselves.  As  a  matter  of  fact,  freight 
rates  have  not  been  secretly  cut  much  in  recent  years.  They  have  been  gradumly 
reduced  during  the  past  6  or  8  yeore.  A  few  years  iwo  the  general  rate  from  the 
mines  to  tide  water  was  abonf  11.70  a  ton.  It  is  now  about  tl.90,  but  varies  greatly. 
(600.) 

4.  Rdatiee ffoght  rate*  under  percentage  amiract  and  under  tarifs.—M.r.  Haddock 
says  that  he  has  always  refused  to  enter  inte  contracts  for  the  sale  of  his  coal  to  the 
railroad  companiee  on  the  60  per  cent  basis.  He  has  preferred  to  remain  independ- 
ent   He  does  not  waat  to  have  Ut  rely  on  other  persons  te  find  inackela  for  him. 


C2I.1I  INDUSTRIAL   COSOOaSION: — TRAITBPOBTATION. 

Another  reason  why  Mr.  Haddock  htu  preferred  to  condnct  his  own  ebipmenta  is 
because  of  the  limitation  on  output  Imposed  by  the  railroad  companies  under  the 
percentage  contracL 

Nevertheless,  Mr.  Haddock  assertfi  that  it  would  have  been  more  economical  for  him 
toenter  the  percentage  contract  than  to  insiBt  on  selling  hia  own  coal  and  paying  the 
freight  rates.  The  railroad  companies  have  not  made  a  freitiht  rate  to  independent 
shippers  as  low  as  the  40  per  cent  of  tide-water  price  which  they  accept  in  the  case 
of  the  contracts.  He  has  always  insisted  that  the  individual  operator  who  sells  his 
coal  to  Uie  railroad  company  at  the  mine  ought  to  be  put  on  the  same  level  with  the 
operator  who  prefers  (o  send  his  coal  to  tide  water,  and  that,  because  of  the  eelliag 
expenses,  which  the  latter  class  of  operators  must  incur,  tbev  ought  to  have  a  freight 
rate  equal  to  leea  than  40  per  cent  of  the  tide-water  price.  In  the  case  of  the  new 
contracts,  givii^  the  railroads  35  per  cent,  the  witoess  thinks  that  the  absolutely 
independent  operator  ought  to  have  his  coal  transported  at  a  rate  equal  to  30  p«r 
cent  of  the  tide-water  price,  and  he  expects  to  be  able  to  fight  it  out  on  that  basis. 
(523,  632,  634). 

Mr.  Tbohab,  of  the  Erie  Bailroad,  says  that  at  the  present  time  (February,  1901) 
the  freight  ratee  on  anthracite  coal  to  tide  water  vary  from  (1.15  to  (1.40  per  ton, 
the  latter  rate  being  on  the  prepared  sizes  and  the  smaller  rate  on  the  pea  coal  and 
other  small  sizes.  These  rates  the  witness  states  are  about  the  same  as  the  propor- 
tion of  the  tide-water  price  going  to  the  railroad  company  under  the  percentage 
contract  system  at  the  W  per  cent  rate. 

The  witness  does  not  think  that  the  independent  operators  who  ship  for  them- 
selves are  entitled  to  as  favorable  a  rate  as  that  proposed  by  the  new  contract  allow- 
ing the  railroad  company-  only  35  per  cent  of  the  tide-water  price.  These  new 
contracts  give  the  railroads  a  stability  of  business,  while  the  independent  operators 
may  ship  to-day  and  not  at  all  to-morrow.     (649,  550. ) 

5.  Profilt  ofanikTocile  coal  roadt  in  relaiion  to  toUs. — Mr.  Woodlock,  railroad  editor 
of  the  Wail  Street  Journal,  declares  that  the  anthracite  coal  roads  have  never  been 
very  profitable,  and  draws  therefrom  the  conclusion  that  they  have  not  kept  freight 
rates  Dor  the  price  of  coal  unduly  high.  Some  of  these  roada  have  been  repeatedly 
in  bankruptcy.  Even  at  present,  in  very  prosperovie  times,  most  of  them  are  mak- 
ing no  more  uian  reai>onable  diviaende.  While  the  Jersey  Central  and  the  Beadii^ 
are  doing  much  better  than  formerly,  their  increased  earnings  are  chiefiy  due  to 
general  merchandise  traffic  and  not  to  coal  traffic.  The  Delaware  and  Hucuon  and 
the  Lackawanna  have  always  made  good  profits,  but  their  capital  was  low  at  the 
start.  There  is  a  distinct  prejudice  among  investors  and  speculators  against  the 
secnriljes  of  moat  of  the  antnracile  roads.  It  is  felt  that  the  anthracite  coal  is  expen- 
sive to  mine  and  expensive  to  handle.  It  must  be  broken  up  and  screened  and 
sorted.     The  cars  having  different  kinds  of  coal  can  not  be  mixed. 

As  re^rds  the  freight  rates,  it  is  more  profitable,  Mr.  Woodlock  believes,  to 
handle  bituminous  coal  at  2  or  2i  mills  per  ton  per  mile  than  antiiracite  coal  at  ft 
mills  per  ton.  Mtet  of  the  anthracite  coal  has  to  be  hauled  over  the  mountains,  up 
steep  grades.  As  a  general  thing,  bituminous  coal  originates  at  the  top  of  the  grades, 
and  can  be  hauled  very  easily.  This  is  especially  true  on  the  Chesapeake  and  Ohio 
and  Norfolk  and  Western  roads.     (453,454.) 

6.  itethodg  of  fixing  antkracUe /reigU  Toten, — Mr.  McLbod,  former  president  of  the 
Heading  Bailroad,  ^ya  that  freight  rates  on  anthracite  coal  are  made  in  the  same 
way  as  on  other  merchanditie.  The  freight  agents  get  together  and  discuss  ratee. 
There  have  been  no  important  chances  in  recent  years.     (561.) 

7.  Ca*e  of  Coxe  Brothers  r.   Lehigh   ViiUea   Railroad,   1889.— Mr.  Haddock,  fnde. 

Kndent  coal  operator,  refers  to  the  case  brought  by  Coxe  Bros.  &  Co.  against  the 
high  Valley  Railroad  Companv  as  an  illustration  of^the  great  difficulty  oi  securing 
iust  rates  on  anthracite  coal.  Triis  large  and  powerful  company  made  a  complaint 
before  the  Interstate  Commerce  Commission  in  1889  that  the  rates  to  tide  water  were 
excessive.  It  wasa  yearora  year  and  a  half  before  the  decision  of  the  commission 
was  rendered,  which  was  in  la^'or  of  Cose  Brothers.  Then  the  railroad  company 
took  an  appeal,  and  the  rate  prescribed  did  not  go  into  effect.  Meantime  Coxe 
Bros.  4  Co.  were  without  their  required  relief,  and  were  forced  to  build  about  40 
miles  of  railroad,  connecting  their  properties  with  various  other  railroads,  in  order  to 
conipel  the  railroads  to  give  them  reasonable  rates  of  transportation.    (525,  535. ) 

Mr.  Stearns,  president  of  Coxe  Bros.  &  Co.,  says  that  Coxe  Brothers  built  the 
Delaware,  Susquehanna  and  Schuylkill  Railroad,  as  he  understands,  for  the  purpoee 
of  connecting  all  of  their  mines  with  one  another  and  with  different  main  anthracite 
railroads  in  order  that  the  output  of  the  company  mi^ht  be  sent  over  whichever 
road  was  desired  and  that  the  most  favorable  terms  might  thus  be  secured.  The 
road  connects  with  the  Lehigh  \'alley,  the  Philadelphia  and  Reading,  the  PennByl- 
vania,  and  the  Central  Railroad  of  New  Jersey.  It  extends  from  Gum  Run  Junction, 
on  the  Pennsylvania  Railroad,  to  Ha/teton,  Drifton,  Beaver  Meadow,  and  Oneida. 
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At  present  Cose  Bro8,  ik  Co.  ehlp  all  of  their  own  coal  to  tide  water  over  the 
Lehigh  Valley  Btulroad  in  their  own  cars  and  trains.  The  company  has  a  traffic 
agreement  with  the  Lehigh  Valley  which  has  aa  yet  several  years  to  run.  The  wit- 
ness is  in  doubt  whether  it  is  aa  profitable  for  him  to  ship  coal  in  this  way  aa  it  would 
be  to  sell  it  to  the  railroAds  on  the  06  per  cent  basis.  He  says  that  he  not  only 
has  to  bear  selling  expenses,  but  that  the  plant  is  constantly  depreciating  and  that 
there  ore  many  other  ex[>eases.  The  witness  does  not  think  that  Goxe  Broe.  &  Co. 
ever  sold  coal  to  the  railroade  on  the  percentage  contract  system.  Me  believes 
that  the  Coxe  Brothers  formerly  had  some  special  traffic  arrangement  with  the  Head- 
ing Railroad  Company.  He  knows  of  no  other  firms  or  corporations  which  have 
reUtions  to  the  railrraidB  similar  to  those  which  now  exist  in  the  case  of  Coze 
Brothers. 

The  distance  from  the  junction  of  the  Delaware,  Suei^uehannaand  Schuylkill  Rail* 
road  with  the  Lehigh  Valley  to  Perth  Ambov  is  125  miles. 

The  westward  shipments  of  Coie  Bros,  a  Co.  are  mode  over  the  Pennsylvania 
Railroad  both  to  points  along  the  railroad  and  to  Buffalo,  from  which  latter  point 
coal  is  shipped  by  water.     {57S-67S,  690. ) 

Mr.  McLeod  does  not  think  that  the  independent  operators  during  the  time  when 
he  was  president  of  the  Keadinff  were  generally  disaatisfied  with  freight  rates  and 
conditions.  He  does  not  think  tnat  the  case  brought  by  Coze  Brothers  against  the 
Lehigh  Valley  Railroad  indicated  a  general  attitude  of  complaint  on  the  [Mrt  of  the 
operators.     One  individual  might  liave  a  grievance  which  others  did  not  have.     (673.) 

8.  Traruportatitm  of  anihracile  (o  Xtnv  finpionrf.— Mr.  McLbod  says  that  the  New 
England  States  take  11  per  cent  of  the  anthracite  product.  It  is  carried  to  them 
largely  by  water.  The  rates  differ  from  time  to  time  according  to  the  supply  of 
veesels.  The  Readily  takes  most  of  its  coal  for  Xew  England  to  P&ladelphia  whence 
it  is  shipped  by  the  Delaware  River.  Other  companies  toke  their  coal  to  New  York 
and  vicinity  for  shipment.  All-rail  fates  are  determined  by  the  same  influences  as 
other  all-rail  rates.     (661,  562.) 

Mr.  Thomas,  president  of  the  BIrie  Railroad,  says  that  ihuch  of  the  anthracite  coal 
consumed  in  New  England  goes  by  water.  The  Erie  ships  some  of  its  eoal  for  New 
England  by  way  of  Fishkill  and  Newburg.  In  the  cat<e  of  coal  hauled  by  rail  in 
this  way  the  charge  from  the  anthracite  fields  to  the  destination  is  composed  of  two 
latee,  that  to  the  Hudson  River,  and  that  made  by  the  New  England  railroad(i.  The 
New  York,  New  Haven  and  Hartford  Railroad  gets  a  much  larger  proportion  per  ton 
per  mile  than  the  road  west  of  the  Hudson  gets.  There  is  no  through  rate  with  an 
equal  proporUon  per  mile  to  each  road.  The  reason  for  this  arrangement  is  that  the 
New  Haven  road  practicaUy  has  a  monopoly  of  certain  territory,  although  in  other 
places  it  is  subject  to  competition  from  other  railroads  and  from  water  ttajisporta- 
tion.  There  are  also  many  points  on  the  Boston  and  Maine  and  other  New  England 
ri»ds  where  transportation  of  coal  is  virtually  a  monopoly  in  the  hands  of  a  single 
railroad.  Mr.  Thomas  does  not  think,  however,  that  there  is  usually  a  disposition 
to  exact  excessive  rates  on  accoant  of  sucli  monopoly.     (553.) 

Mr.  Cuiuie,  of  the  New  York,  Ontario  and  Weetem  Railway,  says  that  nearly  all 
ahipments  of  anthracite  coal  to  New  England,  both  by  his  railrcHid  and  by  other 
anthmcite  roads,  are  made  by  water  from  the  terminals.  MoBt  anthracite  coal  is 
need  at  large  cities  near  the  coast.  Coal,  for  example,  is  shipped  to  Boston  by  water, 
and  from  there  short  distances  by  roil,  A  small  amount  of  coal  goes  over  the 
Poughkeepaie  bridge,  and  some  is  transferred  by  floats  from  New  Jersey  to  points  on 
the  New  Haven  road,  from  which  it  goee  by  cais.  For  these  reasons  Mr.  Childs 
does  not  fear  any  combination  of  railrotuls  attempting  to  control  the  anthracite  trade 
in  New  England.     (500,  501. ) 

Mr.  Stbabns,  president  of  Coxe  Bros.  A  Co.,  says  that  Coxe  Bros.  &  Co.,  ship  a 
considerable  amount  of  cool  to  New  England,  but  that  this  is  mostly  sold  free  on 
board  Perth  Amboy,  although  sometimes  it  is  sold  delivered  at  points  reached  by 
water.  Where  the  coal  has  to  be  hauled  by  ml  the  purchaser  must  take  care  of  the 
freight  rate.     (585.) 

9,  Lake  thipment*  of  antkracilt  eoaL—Mr.  Stsasns,  president  of  Coxe  Bros.  &  Co.. 
Rays  that  cc^panr  shipped  about  200,000  tons  of  coal  over  the  lakes  by  way  of 
Buffalo  in  1900.  Boats  are  chartered  from  different  owners.  The  freight  rates  on 
tiie  lakes  ^■ary  greatly.  They  liave  been  as  low  as  20  cents  per  ton  from  Buffalo  to 
Chicago,  and  as  high  as  $1.26.  Coxe  Broe.  A  Co.  have  their  own  agents  in  Dulnth, 
Chicago,  and  Milwaukee  for  handling  their  coal.      (594. ) 

D.  Alleged  dlteiimliistlaii  against  Independent  operators. — 
1.  Freight  ratet. — Mr.  Stbakks,  president  of  Coxe  Bros.  &Co.,sayBthatthenulroads 
chai^  the  coal  companies  vhich  are  connected  with  them  regular  tariff  rates  for 
liKihng  coal.  He  does  not  know  whether  it  would  be  legal  for  them  to  charge  a 
lower  rate  or  not,  but  believes  if  they  should  do  so  independent  shippers  would  find 
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eome  way  to  stop  it  In  any  cam  the  payment  of  freight  by  the  railroad  coal  com- 
pauiea  to  the  railroads  is  simply  taking  money  out  at  one  pocket  and  putting  it  into 
another  and  it  does  not  matter  to  either  what  the  rate  is. 

The  witness  has  beard  etatements  made  that  the  nulroad  companiee  operated  their 
coal  companies  at  a  loss,  but  made  up  by  the  profit  on  transportation.  From  his 
own  experience  the  witness  thinks  that  the  coa!  companies  ought  to  make  a  small 
proflt  on  mining.  In  his  juderaent,  however,  an  independent  operator  who  could 
get  control  of  a  proper  body  of  coal  would  get  the  same  facilities  for  transporting  to 
the  markets  as  those  who  are  already  in  the  business.  He  has  never  h^rd  of  the 
alleged  fact  that  the  Erie  Railroad  Company  charges  the  Delaware  and  Hudson  60 
cents  a  ton  for  hauling  coal  to  tide  water,  while  charaing  independent  operators  CI. 00. 
He  does  not  think  that  the  recent  combination  of  the  anthracite  roads  is  designed  to 
discriminate  againbt  independent  operators.     (600,  682,  588. ) 

2.  DUcrimination  in  watem  freight  rata.— Mt.  Stearns,  president  of  theCoxeBros. 
Company,  says  that  the  freight  rates  from  the  anthracite  region  to  the  weet  are  pub- 
lished by  the  railroads  each  apring,  and  that  Coxe  Bros.  &  Co.  pay  the  r^lar  pub- 
lished rates.  The  witness  beuevee  that  all  operatore  pay  the  regular  published  ratee 
and  that  there  is  no  discrimination.  He  does  not  believe,  however,  that  independ- 
ent operators  ship  their  coal  west  to  anv  extent.  Most  of  those  shipping  east  ship  on 
the  percentage  contract  system.     (683.  j 

3.  Reitriclion  of  oviput  and  of  mip/ily  of  cars  of  indepmdmt  operatori.— (See  aiao  Per- 
centage contraelt,  p.  cxiiviii;  AUotmenl  of  Umnage,  p.  ciLvii.J — Mr.  Haddock,  inde- 
penclent  coal  operator,  asserto  that  under  the  contracts  made  by  individual  operatore, 
by  which  they  sell  coal  to  the  railroads  on  the  basis  of  a  percentage  of  the  tide-water 
prices,  the  railroad  companiee  determine  how  much  each  operator  may  ship.  The 
contracts  themselves  stipulate  that  the  railroad  companies  shall  determine  the  amount 
This  is  done  more  or  less  arbitrarily  by  the  officers  of  the  railroad.     {524.  527. ) 

The  witness  has  preferred  to  ship  his  coai  independently,  because  he  could  then 
insist  upon  producii^  as  much  as  he  pleased,  and  ilpon  demanding  an  adequate 
supply  of  cars.  In  1884  and  1686  tite  railroads  did  not  supply  cars  sufficient  to 
enable  Mr.  Haddock  to  operate  27  days  in  3  months.  After  difficulties  lasting  for  a 
year  or  more  he  served  notice  on  the  railroad  company  that  if  it  failed  to  supply 
enough  cars  it  would  be  necessary  te  hold  the  railroad  for  thedamages.  The  matter 
was  fought  out,  and  there  has  been  no  serious  difficulty  since.  The  absolutely 
independent  operator  is  thus  likely  to  be  in  a  position  of  greater  advantage  than 
the  operators  who  make  contracts  with  the  railroad  companies,  although  the  wit- 
ness ooes  not  know  just  what  treatment  the  railroads  give  to  other  operators  who  are 
in  the  same  position  as  himself.  There  are  complaints  from  other  operators  of  a 
shortage  of  cars,  but  the  witness  does  not  know  how  juat  they  are.  The  witness 
would  expect  to  have  to  restrict  his  output  if  he  went  into  contracts  with  the  tail- 
road  companies.  He  has  occasiooally  sold  cool  to  the  companiee,  and  they  were 
quite  wilung  to  take  it  on  the  percentage  basis. 

""  "iaddock  is  disposed  to  admit  that  there  i 
laiuse  of  the  fact  that  the  demand  for  ai 

_r  than  in  the  winter,  and  that  coal  can  not  satisfactorily  be  stored.     But  the 

restriction  is  not  always  a  juat  one.  Some  of  the  independent  operatore  prefer  to 
have  a  voice  in  determining  their  own  production,  and  in  ascertaining  the  market 
requirements.  Tbev  have  succeeded  in  getting  avoicein  the  matter,  "but  it  has 
heen  at  quite  a  cost.''  Mr.  Haddock  doea  not  espliun  just  what  is  meant  by  this 
pbraee,  saying  that  he  does  not  wish  to  be  pressed  to  speak  on  the  subject,  or  to 
mcriminate  anyone,  although  he  would  not  have  the  word  incriminate  unduly 
emphasized.    It  bas  been  a  way  beset  with  difficulties,     (624.  528-527.) 

Mr.  Stearns,  president  of  CoTe  Bros.  &  Co.,  says  that  while  he  was  connected 
with  the  Pennsylvania  Railroad  he  heard  plenty  of  complaints  from  independent 
operators  to  the  effect  that  there  was  an  insufficient  supply  of  care,  but  that  as  a 
matter  of  fact  the  Pennsylvania  Railroad  supplied  ears  more  freely  to  the  independ- 
ent operatore  than  to  its  own  subordinate  coal  companiee.  The  witness  believes  that 
the  I^high  Valley  and  other  railroads  try  to  distribute  cars  fairly.  There  are  times 
when  no  road  hoe  care  enough  to  supply  the  demand.  The  complaint  brought  by 
Coxe  Bros.  &  Co,  in  1689  was  not  on  the  ground  of  discrimination  in  furnishing  caia, 
but  on  the  ground  of  exceesive  freight  rates.     (566. ) 

Mr.  Harris,  late  president  of  tne  Heading  Company,  emphatically  aaeerta  that 
there  is  no  discrimination  in  freight  rates  or  in  the  supply  of  cars  as  oetween  indi- 
vidual operatore  and  the  coal  company  affiliated  with  the  Reading  Company.  The 
coal  company  is  charged  precisely  the  same  freight  ratee  as  the  individual  operators, 
and  this  has  always  been  the  rule.  The  distribution  of  care  is  made  on  the  base  Ol 
a  careful  estimate  of  the  productive  capacity  of  each  colliery.  The  railroad  haa  an 
officer  who  visits  the  collieries  and  finds  out  how  much  they  can  produce.  The 
aggregate  number  of  cars  is  distributed  in  proportion  to  the  relative  productive 
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by  oDv  iniprovemente,  the  railroad's  official  examines  the  improvementa  and  changes 
the  ailotment  accordingly.  Every  operatoris  perfectly  free  to  increase  bis  capacity. 
(800,601.) 

Mr.  Walter  Bays  that  on  the  Lehigh  Valley  Railroad  abont  80  per  cent  of  the  coal 
ia  shipped  by  independent  operators,  this  being  the  highest  percentage  on  any  of  th€ 
railroads.  Independent  operators  get  cars  even  more  freely  than  the  companies 
connected  with  the  railroads.  It  is  not  the  policy  af  the  Lehigh  Valley  to  try  to  get 
abeolute  control  of  the  re^on.  There  is  no  resmction  upon  the  amount  of  coal  an 
operator  may  ship  except  lo  bo  far  as  he  voluntarily  agrees  to  it.  Of  course  every 
operator  thinks  fie  ought  to  have  a  larger  share  of  the  businesa.  8ince  the  whole 
re^on  can  produce  much  more  than  the  market  will  bke,  the  general  interests  are 
conserved  by  a.  reasonable  division.     (545. ) 

Mr.  Childs,  of  the  Ontario  and  Western  Railroad,  asserts  that  there  is  no  dis- 
crimination in  furnishing  cars  or  allotting  tonnage  to  independent  operators.  On  the 
Ontario  and  Western  the  independent  operators  do  not  work  their  mines  any  fewer 
days  during  the  year  than  the  companies  connected  with  the  railroads.     {504. ) 

Mr.  Baward,  of  the  Coal  Trade  Journal,  thinks  that  the  independent  operators 
have  little  reason  to  complain  of  discrimination  in  famishing  cars.  There  ia  always 
a  season  in  fall  when  there  is  a  abortage  of  cars  for  all  producers  alike,  but  this  lasts 
only  a  short  time.     (509.) 

Mr.  Flehikq,  of  the  Anthracite  Coal  Operator's  Association,  thinks  tliat  the  rail- 
roads are  perfectly  fair  in  furnishing  cars  to  independent  operators.  The  tendency 
seems  to  be  to  give  the  iadepender  operators  preference  over  the  companies  con- 
trolled by  the  railroads,  since  the  number  of  days  worked  bv  an  independent  oper- 
ator is  usually  greater  than  the  number  of  days  worked  by  the  railroad  mines.  As 
in  any  laise  industry  there  are  times  when  cars  are  scarce.  The  Anthracite  Coal 
Operiitors  Association  under  those,  circumstances  brings  influence  to  bear,  but  the 
witness  is  not  sure  that  it  has  any  effect  The  situation  is  much  better  than  it  was 
two  years  ago,  when  Mr.  Brooira  complained  before  the  Industrial  Commission  of 
shortage  of  cars.    The  rajlroade  haveaadeddeddedly  to  their  equipment.  (536,537.) 

E.  Production  of  coal— Restriction  Bud  allotment  of  oatpnt.— 
1.  Produdion  and  comumptiort  of  eoal. — Mr.  Sawabd,  of  the  Coat  Trade  Journal, 
asserts  that  there  is  constant  .tendency  to  overproduction  of  anthracite  coal  and  that 
the  capacity  for  produKion  is  greater  than  the  demand.  During  December,  1900, 
and  January,  1901,  the  monthly  production  was  from  5,000,000  to  5,250,000  tons.  At 
that  time  the  demand  was  good,  so  that  there  was  possibly  prospect  for  the  taking 
of  80,000,000  tons  in  a  year,  but  ordinarily  the  market  will  not  take  that  amount.  The 
witness  thinks  that  there  is  practically  no  r^[ulation  of  the  amount  of  nroduction  at 
present,  but  that  it  would  oe  desirable  if  there  v 

steady.     Elsewhere,  however,  speaking  of  commiin_      __  

roads,  he  imphes  that  there  is  a  growing  d^ree  of  control  c 
production.     (511,612.) 

Mr.  Steabnb,  president  of  Coxe  Bros.  &  Co.,  says  that  the  demand  for  anthracite 
coal  varies  greatly  according  to  season.  The  amount  of  coal  which  the  market  will 
take  is  quite  definitely  limit^. 

There  is  a  constant  temptation  to  operators  to  increase  their  productive  capacitv. 
It  costs  so  much  to  store  anthracite  coal  that  producers  prefer  to  be  able  to  supply 
the  demand  in  the  winter  months  by  contemporaneous  prodoction.  In  order  to  be 
able  to  meet  this  demand  each  mine  wishes  to  extend  its  workings  so  that  the  pro- 
ductive cBparity  becomes  much  in  excess  of  what  would  be  needed  if  the  mines  ran 
uniformly  through  the  year.  The  fact  that  certain  collieries  aie  becoming  exhausted 
prevente  the  increase  in  productive  capacity  from  becoming  as  great  as  would  other- 
wise be  the  case.     (587.J 

Mr.  Thomas,  of  the  Erie  Railroad,  says  that  the  anthracite  mines  of  ttie  country 
are  capable  of  producing  60,000,000  tons  B  year,  but  that  the  country  will  consume 
only  about  45,000,000  tons.  The  fact  that  production  during  the  winter  of  1900-1901 
was  being  carried  on  at  the  rate  of  60,000,000  tons  per  year  was  explained  altoeietber 
by  the  great  shortage  occasioned  by  the  closing  of  the  mines  in  September  and  Octo- 
ber on  account  of  the  strike.  The  anthracite  mines  have  never  been  able  to  work 
more  than  235  days  in  the  year.  It  more  coal  were  produced  it  would  have  to  be 
thrown  into  the  river.     (555, 566. ) 

Mr.  Cbiuib,  of  the  New  York,  Ontario  and  Western  Railway,  says  that  coal  opera- 
tors nerasearily  restrict  their  output  at  certidn  times  because  of  the  lack  of  demand. 
On  hie  railroad  it  has  happened  that  out  of  4,900  cars  used  more  than  3,000  were 
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loatl«d  with  atel  for  which  there  seemed  little  demand.  Under  theee  circninatancee 
tlie  Hiipply  of  cant  Ui  the  mines  must  be  reHtricted.  The  outpat  is  usually  in  execs 
of  the  market  from  about  February  to  May,  while  the  demand  is  often  in  exceee  of 
the  output  in  thu  fall.  It  id  a  mooted  queation  whether  it  pays  to  store  anthracite 
cool.  The  cost  from  waste  and  handling  would  amount  to  about  40  or  60  centa  per 
bin.  The  quality  of  coal  also  deteriorates  during  Btorage.  Nevertheleee,  the  Onta- 
rio and  W<>eteni  has  juHt  been  building  a  storage  plant  which  will  hold  from  120,000 
to  130,000  t-jns.    (499,600.) 

Mr.  IIahrih,  former  president  of  the  S«adi^  Company,  says  that  in  1895  the  out- 
put of  anthracite  real  was  46,500,000  tons.  Though  this  may  have  been  exceeded 
ilnct!,  the  exifesH  ban  been  tiliKht.  The  demand  is  quite  limit^,  and  any  increase  in 
out[>ut  would  very  considerably  ofiect  ijricea.     (602.) 

2.  Distribution  of  anthraiiU  ammtmption. — Mr.  McLboo  aays  that  PennHylvonia, 
New  York,  and  New  Jersey  consume  about  70  per  cent  of  the  product  of  anthracite 
coali  the  New  Kngland  Staiea  take  11  per  cent,  the  We«t  about  12  per  cent,  the 
Knuth  4  ]>er  (xtnt,  and  Canada  about  3  per  cent.  The  consumption  m  thb  West  is 
inrrvaHing  with  considerable  rapidityj  chiefly  because  of  the  development  of  lie 
country.    The  exportation  to  Canada  increaees  comparatively  slowly.     (561,662.) 

Mr.  nAWAitii  asserts  that  not  more  than  10  per  cent  of  the  anthracite  coa!  produced 
in  shipped  to  the  West  The  shipments  to  Buffalo  are  about  2,000,000  tons  per  year. 
Tlie  pricefl  in  the  West  vary  between  summer  and  winter  about  50  cents  a  ton,  as  at 
I'^tem  raarketa.  Colorado  produces  some  anthracite  coal,  about  90,000  tons  in  1900, 
but  tlie  area  is  small.  Occasionallv  a  can;o  of  anthracite  coal  goes  by  vessel  to  the 
Pacific  coast,  but  Omaha  is  about  tne  most  distont  Western  market  reached  by  rail. 
(51H,  519. ) 

3.  Diariimi 
idea  that  tho  prii  ,  .  ^  ,. 
bi>o.  There  is  no  restriction  when  the  coal  can  be  sold  at  a  proStabie  price  at  all. 
Tho  demand  is  a  verv  inelastic  one.  If  the  market  will  take  50,000,000  tons  of  coal 
at  a  fair  price,  scarcely  3,000,000  tons  more  could  be  given  away.  To  be  sure  more 
might  be  sold  if  the  price  were  $1.50  or  (2  cheaper  per  ton,  but  tliat  wouid  bankrupt 
all  iiroduut-rs  and  would  not  ultimatelv  benefit  consumers.     (566. ) 

Mr.  Klemino,  of  theAnthracite  Coal  Operators'  Association,  implies  that  the  mines 
txlucing  at  practically  thcif'  full  capacity.  The  output  m  1900  was  about 
..,-.  .,000  tons.  More  could  not  be  produced  without  a  different  class  of  miners. 
The  miners  will  not  work  more  time.  Although  the  present  rate  of  production 
(Jamiar}'  an<l  February,  1901)  is  about  5,000,000  tons  per  month,  that  can  not  be 
kept  up.  In  oriler  to  produce  that  much  a  great  deal  of  dead  work  is  necessary. 
Tins  is  largely  clone  <hmng  the  summer  time,  when  the  market  requires  little  coJU. 
Home  collieries  might  produce  more  than  they  do  by  pressing  hard,  but  it  would  not 
be  ndvisablei  hasty  mming  is  danjcerous, 

Mr.  Fleming  denies  that  there  iw  any  agreement  among  the  railroads  or  operators 
to  n'strict  pnstnction.  There  are  times  when  the  market  simply  will  not  take  the 
■■oal  pro<lnr(>d  and  when  it  can  not  be  stored.  This  is  especially  true  in  the  summer. 
-  (638.1 

4.  Fhifliinlion*  in  ilfmand  and  Maragr. — Mr.  McLkod,  former  president  of  the  Read- 
ing Itailroad,  aa^fi  that  there  are  certain  months  in  the  year  when  the  actual  con- 
Riniicrs  of  antlii«cite  coal  scarcely  buy  it  at  all.  The  average  consumer  waits  until 
the  cold  mouths.  Some  dealers  have  storage  places  and  the  producers  have  to  make 
siMi'ial  ratcM  ic  tliem  in  order  to  get  them  to  take  the  coal  and  store  it  If  it  were 
not  for  this  practice,  and  for  the  practice  of  stor^^  by  the  produceis  and  the  rtulroads 
thcmnclvcH,  the  mines  could  not  De  operate<l  during  the  summer  at  all,  and  men  and 
invtwlnient  would  Mand  idle.  There  is  a  disposition  on  the  partof  the  railroad  com- 
paiiitv  to  (■olahlish  alorage  facilities.  Mr.  McLeod,  as  president  of  the  Reailing,  built 
two  storage  bins  near  the  mince  which  could  hold  300.000  tons.  The  Reading  also 
had  a  larae  depot  at  I'ort  Richmond,  and  others  along  the  New  England  coast  The 
I.ehigh  \  alley  has  larg^  storing  places  at  Perth  Amlioy.  In  the  absence  of  such 
met  hmlH  of  storage  it  would  be  imjioseible  for  the  coliierie*  to  mineor  for  the  railroads 
til  transi>"rti'uou|(h  i-oal  in  the  winter  to  keep  up  «nth  the  demand.     (565.) 

Mr.  Thomas  sal's  that  an  attempt  is  being  made  to  store  coal  in  order  that  the 
inequalitv  of  tho'domand  during  the  year  may  be  e<|ualized  somewhat.  It  is  verv 
difli'ull,  nowe\-er,  to  rtore  ciml  economically.  It  involves  rehandling,  waste,  and 
breakage,  and  there  is  a  certain  amount  of  deterioration  in  the  appearance  of  the 
ifMl.  w-liich  gets  dull  after  standing,  so  that  customore  will  not  pay  m  mnch  for  it. 
Another  diflicnity  in  the  problem  of  storing  coal  arint*  from  the  fait  that  the  eitat- 
ence  of  laiye  sliH'ks  ronslitutea  a  meoaoe  to  the  markM  and  tbe  maintenance  <rf 
Kaninable  priecx.     (666,  6H.) 
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6.  AlMmetU  of  tonnage  to  raUroailt  and  Ut  relation  to  retlriflion  0/ output.— Mr.  Had- 
dock, independent  coal  operator,  admita  that  there  must  be  some  restriction  of  the 
prodnction  of  anthracite  coal,  particularly  because  the  Hummer  demand  is  bo  light 
and  Btoraee  is  difficult  or  imposaible.  He  does  not  think,  however,  that  the  reetric- 
tionsare^wayH  just.  He  understands  that  there  iti  practically  an  agreement  between 
the  great  railroad  companies  as  to  the  proportion  of  the  toUl  tonnage  which  each 
shalfcarry.  The  figures  of  the  allotmenta  are  published  from  time  to  time,  BJid  the 
annual  tonnage  of  each  railroad  remains  usually  fairly  constant.  At  the  same  time 
there  are  wrangles  from  time  to  time  between  the  rulroadB  as  to  their  percentages. 
Many  years  ago  the  Beading  Company  handled  almost  one-third  of  the  entire  prod- 
uct. The  amfreesiveneaH  of  its  competitors  gradually  forced  its  percentage  down  to 
the  present  figure,  20,7,  At  one  time  the  entire  trade  was  upset  for  several  mouths 
by  a  dispute  as  to  whether  the  Kt»(ling  should  receive  an  extra  1  per  cent  allotment. 
After  the  companies  have  decided  upon  their  proportions  they  allot  to  the  individual 

lerators,  who  sell  to  them  imder  contract,  the  percentages  which  each  shall  be 

Jowed  to  produce.     (o2fi,  527. ) 

Mr.  MclxoD  submits  the  fallowing  table  as  showing  the  prenent  allotment  or  dis- 
tribntJOD  of  the  anthracite  coal  tonnage  between  the  leading  railroad  companies. 
(571.) 

Percent. 

Philadelphia  and  Beading 21 

Lehigh  Valley 15.66 

Delaware,  I^cka wanna  and  Western ^ 12.57 

Central  Railroad  of  New  Jersey 11.48 

Pennmrlvania  Bailroad 11.32 

Erie  Railroad 11.51 

Delaware  and  Hudson 9.55 

Delavare,  Susquehanna  and  Schuylkill 4.26 

Ontario  and  Wertem 2.86 

Mr.  SAWARn,  of  the  Coal  Trade  Journal,  does  not  make  a  very  clear  statement  as 
to  the  method  of  allotting  the  tonnage,  but  imniies  very  directly  that  there  is  an 
informal  agreement  between  the  leading  railroads  as  to  the  proportion  which  each 
shall  carry  of  the  total  output.  He  Rays  that  the  proportion  carried  by  each  road 
has  not  changed  much  for  a  considerable  number  of  years.  He  refers  to  tne  Reading 
ToaA  as  being  "entitled  to  21  percent."  Afterwanls  he  states  that  this  is  merely  the 
actual  proportion  carried;  "that  is  the  way  it  flgures  out."  At  the  same  time  the 
road  could  produce  more;  it  has  the  neceteary  colliery  capacity.  But  "why  should 
they  attempt  to  double  the  tonnage?  They  can't  sell  more  than  so  much  coal." 
The  witness  docs  not  explain  why  one  road  might  not  increase  its  own  proportion 
although  the  total  should  not  be  increased,  but  ajv*erts  that  it  is  not  done  because 
txal  can  not  be  sold  at  a  proAt.  He  alnj  says  that  the  Penniiylvania  Railroad  has 
neverparticipateil  inaproportionate  arrangement;  "  it  has  been  a  free  lance  •  •  * 
ai^unst  Uie  rest  of  them."  Nevertheless,  its  proportion  of  the  tonnage  has  remained 
[airly  constant,  in  the  neighborhood  of  10  percent.  These  statements,  in  connection 
with  the  statements  of  Air.  Saward  reganling  agreements  as  to  prices,  seem  to  show 
clearly  his  belief  in  tlie  existence  of  an  informal  understanding  between  the  roads  as 
to  the  output.     (614,  515.) 

Mr.  Hasris,  former  president  of  the  Reading  Company,  denies  that  there  is  any 
definite  agreement  re«arding  the  respective  proportions  01  the  total  output  of  anthra- 
cite coal  which  shall  be  handled  by  each  railroad  company. 

The  reasons  why  the  various  railroads  do  not  change  the  proportion  of  their  outpat 
materially  are  because  they  can  not  make  rapid  changes,  on  account  of  the  difficultv 
and  expense  of  developing  new  collienes;  wcause  each  has  certain  territory  which 
it  can  supply  more  economically  and  naturally,  and  each  produces,  to  a  certain 
extent,  a  particular  class  of  coal  for  which  there  is  an  especial  demand;  and  because, 
finally,  if  any  railroad  should  increase  its  output  greatly  it  would  disturb  the  market 
very  seriously.  The  present  division  of  output  nas  been  reached  after  many  years 
of  conflict.    The  proportions  have  not  been  greatly  changed  during  the  past  15 

Ears.  Whether  the  railroads  have  been  working  in  reasonable  harmony  or  abeo- 
tely  out  of  harmony,  it  has  maxle  little  difference  in  the  proportion  01  the  coal 
whidi  each  handles.  The  witness  does  not  think  that  the  variation  of  any  company 
in  recent  years  has  been  more  than  2  t>er  cent.  As  the  result  of  this  experience  it  is 
recognicea  by  the  Reading  and  other  roads  that  eacli  shall  not  exceed  ita  percentaeg 
materially,  so  as  to  encroach  upon  the  business  of  the  otherx. 

It  is  sometimes  charged  that  the  Beading  Company  is  more  anxious  to  increase 
ita  share  of  the  tonnage  than  the  other  railrcMuls.    This  charge,  Mr.  Harris  decluee, 
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is  not  well  founded.  While  this  company  boa  more  undeveloped  knd  than  other 
companiee,  it  could  not  develop  it  more  rapidly,  because  most  of  ita  land  is  very 
expensive  to  work.  The  tact  Ihat  the  Riding  ia  chiefly  a  Philadelphia  corporation, 
while  the  other  comr«niee  are  controlled  in  New  York,  perhapa  leads  them  to 
complain  gainst  it  The  output  of  the  Reading  now  la  about  the  same  proportion- 
ately as  H  has  been  for  20  yeai^.  In  the  very  early  days  the  Reading  carried  halt  of 
the  product,  but  at  that  time  it  had  almc«t  the  only  aj^cesa  to  the  markets  of  the 
East.  Other  roads  have  been  built,  and  the  product  handled  by  the  Reading  has 
not  increased  as  rapidly  as  that  handled  by  the  others.  The  New  York,  Ontario 
and  Western  opened  no  new  fields,  but  simply  bought  coJlieries  which  had  been 
shipping  over  other  railroads,  so  that  it  did  not  introduce  a  distorbing  element  into 
the  division  of  tonnage.     (601-603. ) 

Mr.  RicB  thinks  that  there  was  for  years  a  nystem  of  allotment  of  tonnage  hetween 
the  raiiroads.  He  does  not  know  whether  It  la  in  effect  now.  Bome  such  conbT>l  of 
output  is  necessary  or  the  coal  lands  would  be  rapidly  developed  at  ruinous  pricea 
liiere  is  not  enough  demand  for  all  the  coal  that  could  be  produced,     (743. ) 

Mr.  Thokas,  president  of  the  Erie  Railroad,  aaya  that  that  companv  transports 
27,000,000  tons  of  freight  yearly,  of  which  about  6,000,000  is  anthracite  coal,  an  equal 
amount  bituminous  coal,  largely  from  Pittsburg  and  vicinity,  and  16,000,000  tons 
miscellaneous  merchandise. 

Duringthecalendar  year  1900  the  Erie  shipped  5,300,000  tons  of  anthracite  cool,  of 
which  it  mined  about  700,000  tons  and  bought  about  900,000  tons  for  aale  at  Ude 
water.  A  large  pert  of  the  tonnage  comes  from  other  railroads;  1,100,000  tons  from 
the  Delaware  and  Hudson,  and  1,900,000  tons  from  the  Pennsylvania  Coal  Company, 
which  operates  the  Erie  and  Wcslem  Railroad,  and  which  has  since  been  bought  by 
the  Erie.     (548.) 

Mr.  Chilm,  of  the  New  York,  Ontario  and  Western  Railwav,  denies  there  is  any 
limitation  on  the  output  or  the  ahipments  of  the  anthracite  roaos.  There  is  no  agree- 
ment as  to  the  percentage  of  the  total  output  which  the  companies  shall  handle,  nor 
any  agreement  of  any  sort  In  1896  an  attempt  was  made  to  allot  the  tonn^je  by 
percentages,  but  it  was  never  consented  to.  As  a  matter  of  fact,  the  Ontario  and 
Western  has  been  steadily  increasing  its  tonnage.  It  shipped  about  3  per  cent  of  the 
total  in  1896  and  about  3.7  per  cent  in  1900.  It  couid  increase  2  or  3  per  cent  more, 
or  without  limit,  if  it  had  the  capacitv.     (500. ) 

Mr.  Childa  saya  that  the  New  York,  Ontario  and  Western  Railway  terminates  at 
Scrantun  and  reaches  part  of  the  Wyoming  anthracite  coal  field.  In  1900  it  did  3.75 
percentof  the  transportation  of  anthracite  coal.  It  has  gradually  Increased  its  pro- 
portion from  about  3  per  cent  in  1896.     (496,  500. ) 

Mr.  McLeod  denies  that  thereis  any  formal  agreement  as  to  the  percentages  which 
the  respective  nulroads  ahall  haul.  Most  of  the  percentages  have  been  established 
simply  by  custom  in  the  past,  each  railroad  trying  each  year  to  do  about  the  same 
business  as  before.  The  percentages  have  changed  little  for  15  years  or  more.  It 
is  trae  that  the  Reading  at  one  time,  about  1870,  carried  a  third  of  the  entire  pro- 
duction, while  its  present  percentage  is  21  per  cent.  The  reduction  was  due,  however, 
merely  to  the  failure  of  Mr.  Gowan,  president  o(  the  Reaiiing,  to  increase  liia  facili- 
ties and  to  mine  and  market  hia  proper  proportion  of  the  conaumption.  For  16  years 
he  produced  onlv  about  the  same  quantity  of  coal  yearly  as  at  the  outset.  As  the 
total  production  had  greatly  increasedj  the  percentage  of  the  Reading  naturally  fell 
off.  When  Mr.  McLeod  became  president,  he  undertook  to  increase  the  Reading's 
percentage  by  business  methoda. 

Other  statements  of  Mr.  McLeod  imply  that  the  reason  why  the  railroads  maintain 
practically  the  same  percentage  each  year  is  merely  the  fear  of  ruinous  competition 
if  they  undertook  to  encroach  upon  one  another.  The  design  of  the  Reading  in  1893 
in  seeking  to  control  certain  New  England  roads  was  that  it  might  have  the  right  to 
haul  over  its  own  lines  the  coal  demanded  by  the  New  England  territory  covered, 

since  it  ieawell-recognizedruleamongthedifferentcoalroadathateachhi 

to  transport  coal  going  to  lines  owned  or  controlled  by  itself.     (564-567. ) 

"     "  ■        .     r  ^         —         .  ,.  a  that  eeveral 


>s  the  right 

Mr.  Stearns,  president  of  Cose  Broa.  &  Co.,  aaya  tliat  eeveral  years  ago  there  was 
an  allotment  of  the  percentage  of  the  anthracite  output  which  each  railroad  ahould 
ship,  made  by  some  sort  of  an  agreement,  but  he  does  not  think  that  any  attention 
ia  p^d  to  the  allotment  now.  Everybody  shipa  all  he  desires  to  ship.  Mr.  Stearna's 
own  instructiona,  as  president  of  Coxe  Bros.  &  Co.,  are  to  sell  all  that  can  be  sold 
without  eacriflce,  wifnout  cutting  prices.  The  witness  does  not  know  of  any  con- 
ference between  the  sales  agents  and  the  officers  of  the  railroads  to  determine  the 
amount  that  shall  be  produced.  During  the  years  he  has  been  connected  with  Coxe 
Bros.  &  Co.  he  has  not  been  called  to  any  such  conference.  It  is  true  that  the  pro- 
portion of  coal  shipped  by  each  of  the  companies  has  not  varied  muchdaTiDg  sevNol 
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jesra  post.  Coxe  Bros.  &  Co.  are  shipping  about  3}  per  cent  of  the  output,  and 
their  proportion  bas  remained  nearly  conatanti  Each  milrood  teAra  to  try  to  aell 
mui;h  more  coal,  becaoee  some  other  would  then  try  to  get  even,  said  the  result 
would  be  >  general  demoralization  of  the  trade.  The  last  demoralizatioQ  of  this  sort 
was  3  years  ago.  The  witness  does  not  think  it  would  be  poaeible  for  hia  company 
or  any  of  the  other  companies  to  double  the  output  by  ahading  the  pricee  without 
cduainK  a  general  war  of  price-cutting. 

Mr.  Stroma  does  not  know  that  the  Beadinj^  Railroad  baa  been  considered  a  more 
uncertain  factor  than  the  other  railroada  in  the  eatAbliahment  of  an  allotment. 
1578-583,690.) 

Mr.  Thomab  denies  that  there  is  any  agreement  among  the  railroada  for  the  allot- 
ment of  tonnage.  There  waa  such  an  agreement  during  1896  between  several  of  the 
anthracite  roads,  fixing  a  specific  percenta^  vhieh  each  should  carry y'  The  agree- 
ment continued  for  one  year,  wben  it  expired  by  limitation,  and  hja  never  been 
renewed.  There  ia  not  even  a  moral  obligation  upon  the  reapectiw  railroad  com- 
paniee  not  to  tranaport  more  than  a  certain  amount  of  coal,  but  long  experience  has 
thoroughly  eetabllshed  "the  tonnage  that  honestly  belongs  to  each  road  and  is  * 
marketed  by  it"  The  markets  are  fairly  well  divided  by  territory.  The  Erie 
knows  that  if  it  tried  to  dispoee  of  more  coal  it  would  be  to  destroy  its  own  profits. 
If  it  went  into  the  territory  of  some  other  rood  and  reduced  the  price  of  coal,  it 
could  add  to  its  transportation  for  a  time,  but  there  would  be  retaliation  and  reduc- 
tion of  rates  and  prices. 

The  witnesH  admits  that  there  is  some  consultation  regarding  output  and  pricee, 
butdeclares  that  there  are  no  agreementa,  expreffi  or  implied.  "We  are  at  liberty 
to  and  we  do  mine  and  market  as  much  authracite  coal  as  we  can  profitably  find 
an  outlet  for."  Railroad  managers  are  Uke  other  people;  none  of  them  think  that 
their  share  of  the  business  is  lai^  enough.  The  witneaa  does  not  think  that  the 
Erie  geta  enough  of  the  transportation,  but  it  can  not  make  money  by  increasing  its 
production.  The  increai«  of  the  producticn  niight  lead  to  lower  prices  and  tempo- 
rarily benefit  the  public,  but  in  the  long  run  it  would  not.      (660,  554. } 

Mr.  Walter,  president  of  the  Lehigh  Valley  Railroad,  says  that  his  company 
transports  something  over  15}  per  cent  of  the  anthracite  coal  product.  The  percent- 
age  has  been  about  the  same  for  the  pa>>t  3  or  4  years.  There  is  no  definite  allot- 
ment to  this  or  any  other  railroad.  The  road  endeavora  to  conform  to  its  propor- 
tion of  the  tonnage  for  which  tliere  is  a  market.  The  witness  thinks  that  at  the 
time  of  his  testimony,  February,  1901,  all  of  the  roads  were  producitig  freely  because 
the  market  could  take  all  that  was  produced. 

Mr.  Walter  saya,  further,  that  the  Pennevlvania  Railroad  has  not  always  been 
thoroughly  in  harmony  with  the  other  roads,  but  that  he  would  prefer  not  to  dis- 
CUBS  the  Pennsylvania's  policy.  It  is  hardly  proper  to  speak  of  it  as  a  free  lance, 
because  controvereiee  have  been  so  frequent  and  so  violent  between  all  of  Ibe  roods 
that  the  term  can  be  applied  as  well  to  one  as  the  other. 

The  witness  aaserte  tfiat  the  Lehigh  Valley  would  be  perfectly  free  to  extend  its 
tonnage  from  15  to  20  per  cent  if  it  were  "prepared  to  take  the  consequences."  The 
consequences  would  be  disastrous,  leading  (o  general  competition  and  general  dis- 
turbances. Neverthelees,  such  action  on  the  part  of  railroads  has  been  frequent  in 
the  past  It  is  true  thai  the  proportion  of  coal  handled  by  the  Reading  road  was 
formerly  greater  than  it  ia  now.     (543,  545,  547.) 

Hr.  Haddock  says  that  years  ago  the  Fennsylvania  Railroad  Company  carried  all 
the  coal  that  was  offered,  refuung  to  enter  into  agreements  for  the  limitation  of  out- 
put  or  the  fixing  of  prices.  The  collieries  alon^  the  road  worked  ptactically  full 
time.  The  railroad  was  a  very  disturbing  factor  m  Uie  attempted  agreements.  The 
witness  thinks  that  the  polic]^  of  the  Pennsylvania  has  changed  at  the  present  time, 
and  that  it  works  in  substantial  harmony  with  the  other  railroads.     (532.) 

F.  Prices  and  tlie  effect  of  combination.— 1.  Alleged  atp-eemenl»  betwem 
Ta\lroad»  <a  to  price*. — Mr.  Sawabh  says  that  in  1874  there  waa  a  meeting  of  coal  pro- 
ducers and  an  agreement  as  to  prices,  but  that  tbis  broke  up  in  1878.  There  was 
another  attempt  at  an  iwreement  in  1880  or  1887.  In  1891  and  1892  Mr.  McLbod,  by 
hia  combination  succeeaed  in  advancing  the  price  of  coal  (1.75  per  ton  within  five 
months.  But  this  also  broke  down.  There  is  ot  present  no  formal  agreement  between 
producers  retrarding  prices,  no  "cast  iron  agreement."  At  the  same  time  the  prices 
made  by  different  producers  are  practically  uniform  for  the  same  grade  of  coal.  One 
producer  may  make  a  discount  of  a  few  cents  to  get  trade.  There  is  no  such  thing 
as  the  firing  of  the  price,  but  each  producer  knows  that  his  coal  is  worth  the  same 
as  that  of  the  others.  If  a  man  inauires  the  price  of  cool  at  one  office  and  goes  from 
there  to  another  he  is  likely  to  find  it  the  same.  It  can  not  be  said  that  there  is  an 
Mothnicite  coal  tmst,  becanae  in  order  to  have  a  trast  or  to  have  on  agreemant  regard- 
ing piicea,  there  most  be  partdee  entering  Into  the  agreement,  wiw  idgnatarea  and 
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documents.  At  the  aame  time  it  is  a  fact  that  changes  in  prices  are  nsiuUly  made 
simultaneously.  When  the  cuplomSry  advance  from  summer  to  winter  prices  is 
made  circulars  are  issued  by  each  railroad  company  or  large  dealer,  and  theee 
usually  make  the  same  prices  and  are  issued  at  the  same  time.  A  coal  dealer  ia 
likely  to  get,  about  the  Ist  of  the  month,  when  these  changes  are  made,  half  a 
doren  circulare  quoting  the  advanced  prices,  which  are  all  practically  alike.  The 
witness  does  not  know  how  to  explain  this  uniformity.  "Possibly  it  is  hypnotism. 
*  *  *  I  do  not  know  but  there  is  a  telephone"  hy  which  consultations  are  held 
legarding  the  prices  which  shall  be  chargeo.  Thereiscertainly  amutualit_y  of  inter- 
eats.  Tliis  Hyst^m  of  informal  communication  "seems  to  be  a  wonderful  mvention; 
it  beats  writing  on  a  piece  of  paper  and  putting  a  signature  to  it"  t>ecauBe  there  is  no 
record  kept  of  it  At  the  same  time  this  can  not  be  called  a  combination  becaose  il 
any  producers  refuse  to  agree  to  the  prices  they  cannot  becompeUed  to  do  so.  "The 
Pennsylvania  Railroad  has  always  been  on  the  outside,  as  the  saying  is,"  but  it  gen- 
erally follows  the  market  pretty  closely.  The  producers  "are  not  catting  each 
others  throats."     It  is  a  good  thmg  they  are  not.     (512,  513,  617.) 

Mr.  IIadiiocEj  independent  coal  operator,  says  that  there  are  "agreements  among 
gentlemen"  which  prevent  any  of  the  great  anthracite  coal  roads  from  cutting  prices 
materially.  Mr.  Haddock  hoe  never  been  taken  into  the  confidence  of  thoee  mak- 
ing these  agreements,  but  the  simultaneous  movement  of  prices  in  the  past  has  shown 
clearly  tjiat  there  was  an  understanding  among  them.  Still  the  attempt  which  has 
been  made  in  past  years  to  change  from  the  lower  summer  prices  to  the  higher  win- 
ter price  at  precisely  the  same  time,  in  the  case  of  all  dealers,  has  not  always  been 
successful.     (526, 529). 

Mr.  Stearns,  pre^dent  of  Coxe  Bros.  &  Co,,  believes  that  the  sales  agents  of  the 
railroads  have  occasional  meetings  to  discuss  prices,  probably  twice  a  year.  How- 
ever, Cose  Bros.  A  Co.  are  not  represented  at  these  meetinffs.  He  does  not  think 
that  prices  are  fixed  at  these  meetings  but  that  they  discuss  prices  in  a  general  way. 

Mr.  Steams  says  that  he  believes  that  the  Philadelphia  ana  Reading  Railroad  pre- 
pares a  circular  of  prices  for  anthracite  coal,  which  is  followed  more  or  less  by  the 
other  producers  and  railroads.  He  does  not  know  whether  this  circular  is  issued  by 
the  Heading  without  consultation  with  other  companies  or  not.  It  does  send  the 
circular  to  the  other  companies.  The  price  of  all  is  nearly  the  same,  although  each 
producergets  more  if  he  can.  Coxe  Bros.  &  Co.,  usually  get  a  somewhat  higher 
price  than  that  fixed  by  the  Beading,  because  of  the  high  grade  of  coal  produced. 


to  act  together,  but  they  do  not  do  so.  Competition  has  often  been  carried  beyond 
a  point  which  is  to  the  interest  of  either  producer  or  consumer.  At  the  same  time 
there  are  conferences  among  the  selling  agients  of  the  coal  companies.  The  Reading 
Company  always  issues  a  circular  stating  the  prices  at  which  it  will  sell  coal.  Quite 
frequently  other  companies  follow  these  prices,  but  the  Reading  does  nothing  to  make 
them  do  so.  I^et  year,  in  several  cases  the  prices  were  not  followed  by  others.  It 
rests  entirely  with  the  companies.  The  Reading  Company  itself  varies  its  prices 
somewhat  from  those  published  in  the  circulars.  Moreover,  there  are  differences  in 
prices  according  to  the  grade  and  quality  of  the  coal.     (599,  803,  804. ) 

Mr.  McLeos  says  that  he  does  not  know  whether  other  companies  follow  the  lead 
of  the  Reading  in  fixing  their  prices  for  coal,  but  that  he  believes  that  when  he  was 
president  of  the  Beading  it  had  considerable  influence  in  that  direction.     (572.) 

Mr.  Cbilds,  of  the  New  York,  Ontario  and  Western  Railway,  asserts  tnat  there 
has  ne^'er  been  any  agreement  between  railroad  companies  or  their  sales  agents  to 
fix  the  [trice  of  coal,  not  even  informally.  No  two  companies  sell  coal  at  exactly  the 
same  price.  There  is  a  substantial  similarity  in  prices.  One  c um pan y  publishes  a 
rate  and  the  others  are  likely  to  publish  similar  priccfl.  When  the  coal  is  actually 
Bold  the  price  on  the  printed  schedule  is  not  often  realized.  This  is  true,  according 
to  Mr.  Chiids's  statement,  not  merely  at  tide  water  but  at  Buffalo,  Osw^ifo,  and 
other  points  where  coal  is  shipped  West.  The  price  among  the  different  owners  and 
dealers  at  these  points  is  usuallv  about  the  same,  but  one  company  may  have  an 
extra  supply  of  a  certain  size  and  will  shade  the  price  a  little.  It  would  pay  the  pro- 
ducer to  go  from  one  to  the  other  and  get  quotations.  The  variation  woiud  probably 
range  from  5  to  25  cents  per  ton. 

Mr,  Childs  says  further  that  some  years  ago  the  sales  agents  handling  the  anthra^ 
cite  coal  used  to  hold  monthly  meetings  and  that  be  attended  some  oi  them.  The 
time  was  chiefly  taken  up  by  accusations  of  cutting  rates.  Meetinge  have  not  been 
held  at  all  for  about  two  years.  The  witness  does  not  believe  that  there  is  any  agree- 
ment among  the  larger  roads  i^prding  prices,  to  wluch  his  road  is  not  a  pirty. 
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^nch  4n  agreement  would  not  be  effective  iinleiw  all  tlie  roads  were  in  it.  Kven 
thoo^h  the  roads  agreeing  might  control  86  or  80  per  cent  of  the  output,  thoee  con- 
trolling  the  emaller  output  could  make  the  price,  eepeciall}'  in  a  dull  period,  when 
the  deinaDd  was  lew  than  the  supplj^'     (4^,  ^05.) 

Mr.  Thomas,  president  of  the  Erie  Railroad,  says  that  there  are  no  agreements 
regarding  the  output  of  coal  or  the  prices,  but  that  there  are  consultations  between 
the  different  railroad  companies.  No  business  can  be  carried  on  without  consults' 
UsuallT  some  one  of^the  larger  companies,  particularly  the  Beading,  leads  oS 
and  the  rest  follow.  The  prii-es  of  coal  vary  somewhat  also  according  to 
-  'n  qualitv  and  the  tastes  ot  buyers.     (554.) 


di^re 


Mr.  Flehinq,  of  the  Anthracite  Coal  Operators'  Association,  denies  the  existence 
ot  any  ^stem  of  agreements  regarding  prices.  He  denies  that  the  price  of  coal  is 
fixed.  It  varies  according  to  the  reputation  of  the  coal  and  its  quality.  Theiv  is  a 
diveigence  ae  great  as  70  cents  per  ton  at  present  between  extreme  classes  of  coal. 
There  are  no  two  coals  of  the  same  kind.  Each  company  issues  a  circular  of  prices 
regarding  its  own  coal. 

The  witness  admits  that  there  was  an  attempt  at  an  agreement  dtuingMr.  McLeod's 
time  (1892] .  but  saye  it  lasted  only  3  months.  He  does  not  make  clear  bow  great 
variations  tnere  may  tie  between  coals  of  practically  the  mme  quality.  He  says 
that  the  people  who  have  a  given  class  of  coal  would  all  try  to  get  just  as  much  for 
it  as  the  market  would  allow.  Mr.  Fleming  asserts  further  that  he  does  not  know 
of  any  meetings  of  sales  agents  during  the  past  6  years.     (S3fi,  539.) 

2.  /Vice*  of  independent  operalorii.—lST .  Haddock,  independent  coal  operator, 
declares  that  he  makes  the  price  of  his  own  coal,  but  that  the  rates  fixed  by  tlie  rail- 
road companies  are  a  very  important  factor  in  determining  the  price  which  he  will 
Ss,  This  must  necessarily  be  so  because  of  the  large  proportlonof  the  output  which 
the  railroads  handle.  Sometimes  Mr.  Haddock's  (romjiany  makes  a  price  nigher  or 
lowep;  in  particular  it  is  likely  to  shade  prices  somewhat  and  to  be  more  responsive 
to  changes  in  the  market,  lii  order  to  move  a  few  thousand  tons  of  coal  he  might 
make  a  concession  in  price,  which  the  railroad  companies  would  not  care  to  meet, 
especially  because  th^y  have  so  much  wider  raarkels.  Mr.  Haddock  has  never  l)een 
a  party  to  any  agreement  as  to  prices,  but  is  governed  not  a  little  by  the  prices  fixed 
by  the  railroads  which  do  a^ree.     (525,  529,) 

3.  ReeerU  movement  of  pricf» — Efe/t  of  ttrikf  and  of  rr/mlnrmflan. — Mr.  Stbab.vk, 
president  of  Coxe  Bros.  &  Co.,  submits  detailed  statements  of  the  prices  receiver!  by 
that  company  for  different  sizes  of  anthracite  coal  each  month  since  1891.  The  fol- 
lowing table  shows  the  prices  of  the  larger  or  prepared  sizes  of  cool  by  months^ 
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The  ^ce  <i^P^  coal  Ib  usually  from  fl.30  to  $1,50  lower  than  the  price  of  the  pre- 
pared siiee.  Tbe  price  of  buckwheat  coal  is  from  fl.T5  to  $2,25  lower  than  that  of 
the  prepared  tdm,  while  rice  and  bwlev  coal  bring  prices  still  lower.  The  following 
table,  commled  from  statistics  submittea  by  Mr,  Steams,  shows  the  average  price  by 
years  for  me  dillerent  siKes  of  coal  and  the  avertige  for  all  the  sizes.  The  last  figure 
u  of  course  a  weighted  one,  obtained  by  dividing  the  total  receipts  by  the  total 
tmuiage.     (48»^1.) 
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Mr.  Sawabd  stated,  in  February,  3901,  that  the  wholesale  price  of  anthracite  coal 
at  tide  water  wae  about  $4.25.  In  New  York  and  Brooklyn  the  price  was  higher,  in 
view  of  the  termiiial  char^  and  transfer  charges  of  about  20  cents  per  ton.  The 
lowest  price  which  the  witneee  has  known  for  coal  at  tide  water  was  $2  or  S2.25. 
This  was  in  1676  when,  on  account  of  overproduction,  there  wae  an  auction  sale  of 
600,000  tons  of  coal.  That  price  was  altogether  extraordinary.  Soon  after  coal  was 
selling  for  $6  per  ton,  the  average  at  that  period  being  about  $4  or  $5  per  ton.  The 
expense  of  mining  was  even  h^Der  now  than  it  was  at  that  time. 

The  price  of  anthracite  in  February,  1901,  was,  in  Mr.  Saward'e  judgment,  about 
20  or  2a  cenia  higher  than  one  year  previous.  The  increase  in  wages  after  the  strike 
of  1900  omonitted  to  from  13  to  16  cents  per  ton.  Eighty-five  per  cent  of  the  cost  of 
producing  anthracite  coal  goes  to  the  wages. 

Mr.  Saward  explains  that  the  largest  part  of  the  increase  in  price  after  the  strike 
of  September,  19O0,  was  due  to  U)e  r^[ular  seasonal  fluctuation,  which  usually 
amounts  lo  from  50  lo  76  cents.  The  demand  for  coal  during  the  summer  montlis 
is  so  much  lees  that  the  price  is  regularly  cut,  and  advanced  again  in  the  fall. 
{510,511,  516.) 

Mr.  Flbuino  says  that  the  price  of  anthracite  coal  in  February,  1901,  was  about 
30  or  35  cents  per  ton  higher  than  a  year  before.  He  thinks  the  increase  was  laigely 
due  to  the  etnhe  of  19(Kt,  which  made  coal  very  scarce.  The  price  has  been  com- . 
porativeljr  r^ular  from  1897  to  1900.  The  witness  doubts  if  there  has  been  an 
advance  m  the  average  price  of  more  than  16  cents  per  ton.  The  prices  are  much 
lower  than  they  were  during  the  latter  part  of  the  seventies  and  the  eighties. 
(641.) 

Mr.  Childb,  of  the  New  York,  Ontario  and  Western  Railway,  savs  that  the  average 
price  of  coal  from  1894  to  1900  at  tide  water  was  (3.43  per  ton  for  tne  prepared  sizes, 
everything  above  pea  coal.  The  average  r^ce  for  1900  was  53.756;  tor  1899,  $3,393. 
The  price  in  December,  1900,  was  $3.76^  The  advance  in  price  during  the  winter  of 
1900  and  1901  was  attributed  by  Mr.  Childs  to  the  strike  of  1900,  which  kept  the 
mines  practically  in  idleness  for  2  months,  and  which  produced  a  scarcity  of  coal 
in  the  face  of  a  strong  demand.  The  price  of  coal  is  controlled  almost  entirely  by  the 
supply  and  decoand.  The  witness  questions  whether  the  cost  of  mining  has  much  to 
do  with  it  The  advance  in  wages  after  the  strike  was  supposed  to  equal  10  per  cent, 
but  presumably  this  advance  is  not  in  itself  a  determining  factor  in  prices.     (499. ) 

Mr.  Walter  asserted  that  the  price  of  anthracite  coal  at  the  time  of  his  testimony, 
February,  1901,  was  reasonable.  He  thought  that  the  price  to  consumers  was  about 
26  cents  higher  than  one  vear  before.  He  attributes  the  higher  price  to  the  strike  of 
1900.     (543,  546.) 

Mr.  Harius,  former  president  of  the  Reading  Company,  affirms  that  the  price  of 
anthracite  coal,  after  the  reduction  of  60  cents  per  ton  in  April,  1901,  was  about  the 
same  as  in  Apnl,  1900 — about  $4  per  ton  for  the  prepared  sizes  in  New  York.  The 
^ril  price  has  a  number  of  times  during  the  past  years  been  as  high  as  it  was  in 
IWl.  The  railroads  working  in  harmony  have  no  desire,  Mr.  Harris  thinks,  to 
increase  prices  further.     (603.) 

Mr.  Stbarns,  president  of  Coxe  Bros.  A  Co.,  stated  that  in  April,  1901,  the  prices 
announced  in  the  circulars  of  the  railroad  companies  were  as  follows:  Broken 
coat,  $4;  egg,  $4.26;  stove,  $4.50;  chestnut,  $4.50.  From  these  prices,  however,  a 
reduction  of  50  cents  per  ton  was  ordered  during  the  month  of  Apnl;  40  cents  during 
May;  30  cents  during  June;  20  cents  during  July,  and  10  cents  during  August.  It 
is  r^ularly  the  custom  to  reduce  the  prices  about  50  cents  a  ton  in  April  or  about 
that  time  on  account  of  the  decrease  in  the  demand  during  the  summer  months. 
The  witness  states  his  belief  that  the  general  range  of  prices  in  April,  1901,  after  this 
redtictiou,  was  practically  the  same  as  the  year  before,    f^aewhere,  however,  ha 
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about  50  cente  )iif{her  than  before.  At  preaent,  however  (in  April),  the  market 
is  full  of  coal  and  the  prices  which  prevailt^l  i  mined  lately  alter  the  strike  can  no 
lonser  be  mamtained.     See  also  table  above.     (5S2,  583,  586,  5S7,  594. } 

Price  of  eoal  to  amgamert, — Mr.  Walter  says  that  there  m  a  considerable  difference 
between  the  price  of  coal  to  wholesale  dealers  and  the  price  to  consumers.  The  mar- 
Kin  between  the  two  prices  depends  lareely  on  the  character  of  tbe  fodlities  of  the 
dealer.  Many  yeare  ago  the  methods  of  hajidling  coal  were  very  primitive,  but  the 
tendency  now  is  to  concentrate  the  business  of  distribution  inti)  fewer  hands,  using 
labor-saving  devices,  and  presumably  the  cost  is  reduced,     (543.1 

4.  Fulv,Te  ^ecl  of  amvmunity  of  mternt  im,  prices  and  the  public. — Mr.  Haddock,  inde- 

Cdent  coaToperator,  thinks  that  it  will  not  be  wise  policy  for  the  anthracite  com- 
UioQ  to  pat  prices  higher  than  they  are  at  present.  He  believes  thai  the  men  in 
charge  of  the  combination  arc  i.robabfy  wise  (.-nough  not  to  jeopardize  tbe  future  of 
ttieir  business  by  insisting  upon  extravagant  prices,  but  he  cau  pive  no  guaranty  as 
to  their  behavior.  The  question  whether  the  public  will  receive  any  benefit  from 
the  economies  of  combination  will  depend  on  how  tbe  power  of  the  combination  is 
need.  There  ought  to  be  an  attempt  so  to  use  this  power  that  the  demand  shall  be 
increased  rather  than  decreased.  The  i^ilroads  ought  to  endeavor  not  to  incur  the 
hostility  of  the  people.  Hostile  pnblte  opinion  was  one  of  the  chief  causes  of  the 
failure  of  the  combination  which  Mr.  McLeod  undertook. 

It  is  probably  true  that  a  reduction  in  the  price  of  coal,  60  cents  or  fLper  ton. 
wonld  incre<iae  the  constmtption  considerably,  hut  it  is  debatable  whether  it  woula 
be  wise  to  make  such  reduction  >  nder  present  conditions,  either  from  the  stand- 
point of  the  producer  or  of  the  consumer.  It  is  not  wise  for  the  consumer  to  insist 
apon  mines  and  railroads  being  run  at  a  Ion;. 

A  very  important  factor  in  determining  the  future  price  of  anthracite  coal  will  be 
the  general  condition  of  the  >  juntry  as  regards  prosperity.  When  everyone  is  pros- 
perous little  objection  is  made  to  paying  a  somewhat  higher  price  for  anthracite  coal. 
(530,  631. ) 

Mr.  9AWARD  does  not  think  that  tbe  community  of  interest  between  the  different 
railroads,  which  he  admits  to  eiiet,  will  result  in  advancing  prices  beyond  the  rates 
prevailinfc  in  1901.  It  would  be  the  greatest  folly  for  the  railroads  to  attempt  to  get 
higher  prices.  The  present  price  is  a  fair  and  proBtable  one.  There  is  no  danger  of 
decreased  consumption  at  the  present  rates.  In  a  sense  the  railroads  may  be  said  to 
be  charging  the  last  penn^  that  the  public  will  stand  since  a  further  advance  would 
ndnce  demand.  They  might  have  the  power  to  advance  prices  further  but  they 
would  not  exercise  iL 

Mr.  Saward  thinks  it  is  greatly  to  tbe  interest  of  the  general  public  and  of  the 
State  o*  Pennsylvania  that  there  ehould  i)e  some  agreement  as  to  prices.  In  the 
absence  of  such  an  agreement  there  has  been  in  the  past  violent  competition  which 
bas  made  prices  ruinously  low  and  which  has  forced  the  railroads  into  bankruptcy. 
The  Reading  Railroad  haeoeen  rcpeatedlv  in  the  hands  of  a  receiver.  It  prices  were 
not  kept  up  the  entire  anthracite  mdii.'  .  /  and  the  railroads  connected  with  it  would 
be  ruined.     (613,617.) 

Mr.  Gbeknb,  of  the  Audit  Company  of  New  York,  formerly  connected  with  the 
anthradle  coal  business,  thinks  that  whatevt  r  di^rce  of  aionopoiy  might  he  estab- 
lished within  the  anthracite  coal  field,  it  would  1^  physically  impossible  to  put  up 
the  price  of  coaL  for  any  lei^h  of  time.  Anthracite  coal  is  to  a  certain  extent  a 
luxury  which  can  be  dispensed  with.  There  is  severe  competition  from  bituminous 
coal.  Especially  in  Chic^o  and  other  Western  cities  a  high  grade  of  bituminous 
coal  is  very  larcelj  burned  in  grates  and  furnaces,  only  a  small  proportion  of  the 
total  coal  used  being  anthracite.  Then  there  is  the  competition  of  oi!  and  gas  for 
heating  and  cooking  purposes.  Borne  time  in  the  future  it  may  readily  be  that  in 
our  great  cities  heat  will  oe  furnished  by  large  electric  plants  burning  bituminous 
ooal.     Already  in  New  York  one  building  is  heated  in  this  way. 

Mr.  Greene  does  not  think  that  a  combination  between  the  anthracite  producera 
and  the  bituminous  producers,  with  a  view  to  keeping  up  the  price  of  both  classes  of 
coal,  is  feasible.  The  bituminous  coal  fields  are  not  limited  like  the  anthracite. 
Bituminous  coal  underlies  a  large  pari  of  the  whole  country.  When,  a  few  years 
ago,  a  great  strike  occurred  which  was  supposed  to  affect  practically  the  whole  field, 
coal  kept  coming  to  the  market  from  other  places. 

Mr.  Greene  is  willing,  accordingl  v,  to  trust  to  the  ordinary  forces  of  competition  and 
bosineae  to  reflate  tne  prices  of  anthracite  coal.  This  must  be  the  reliance  in 
every  trade,  just  as  one  comer  grocery  ia  counted  upon  to  keep  down  the  prices  ol 
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another  corner  groi«ry.  The  nuun  reUance  is  on  the  enlightened  aelfiehnees  of 
prodnccre.  The  limit  of  the  price  of  anthracite  coal  has  probably  already  been 
reached.     (469,  470.) 

Mr.  Stear-S-h,  president  of  Coxe  Bros.  &  Co.,  doee  not  believe  that  it  will  be  possi- 
ble tot  the  anthracite  coal  roads,  by  virtue  of  their  recent  combinations,  to  put  the 
price  of  coal  up  to  an  exorbitant  figure,  tie  suppoees  that  about  SO  per  cent  of  the 
railroads  are  workiiui  under  a  community  oC  interest  That  proportion  is  not  suffi- 
cient tozive  monopolistic  control  in  thefixingof  prices.  The  20  per  cent  could  break 
the  market  at  any  time.  The  witness  doee  not  think  either  that  it  has  been  or  will 
be  the  policy  of  the  railroads  to  follow  the  small  producers  into  particular  markets 
and  cut  the  prices  there  in  order  to  drive  them  out  of  business.  The  competition  of 
bituminous  coal  and  other  substances  is  especially  powerful  in  keeping  down  prices. 
The  witness  thinks  that  tbe  prices  during  the  winter  of  1901  have  been  about  as  high 
as  the  market  will  stand.     (586, 587. ) 

Mr.  Hahris,  until  recently  president  of  the  KeAding  Company,  says  that  if  there 
were  absolutely  free  competition  among  the  anthracite  roads,  and  if  each  produced 
all  it  could,  the  price  of  coal  would  be  undoubtedlv  reduced,  tfut  he  doee  not  believe 
that  the  people  are  benefited  by  ruinous  competition.  It  is  not  the  purpose  proba- 
bly of  those  who  are  buying  controlling  interests  in  the  different  railraads,  with  a 
view  to  brineing  them  into  narraony,  to  give  the  advantage  wholly  to  the  publia 
They  are  making  the  combination  in  order  to  prevent  ruinous  competition  and  tbe 
sacrifice  of  securities.  No  combination  of  this  sort  can  be  made  powerful  enough  to 
govern  the  situation  absolutely.  None  of  the  plane  of  this  sort  m  the  past  has  ever 
worked  successfully. 

The  railroad  companies  recognize  very  generally,  however,  that  it  is  not  to  their 
financial  advantage  to  put  the  price  of  coal  higher  than  it  is  now.  It  would  imme- 
diately increase  the  competition  of  bituminous  coal  it  this  were  attempted.  (603, 609.) 

Mr.  McLbod  does  not  think  that  it  will  l>e  ponible  for  a  comDination  among 
anthracite  producers  and  transporters  to  put  up  the  price  of  anthracite  coal  to  an 
unreasonable  figure.  On  the  contrary,  prices  could  be  reduced  by  tbe  economies  of 
combination.  If  the  attempt  were  made  to  advance  the  prices  the  people  simply 
would  not  take  the  coal.  Anthracite  coal  is  virtually  a  luxury  and  people  are  not 
compelled  to  use  it.  The  competition  of  bituminous  coal  and  of  other  methods  of 
heating  is  effective  upon  prices.  The  'A'itness  thinks,  however,  that  the  present 
prices  (April,  1900),  are  not  as  high  as  they  should  he  in  order  to  afford  a  reasonable 
profit  to  the  railr<Huls  and  that  It  would  l>e  possible  to  put  tbem  somewhat  higher. 
Aside  from  competition,  a  further  saf^uard  to  the  people  against  excessive  charges 
is  always  the  power  of  public  opinion.    (569. ) 

Mr.  Haddock,  independent  coal  operator,  thinks  that  the  suggestion  ttiat  5  or  10 
per  cent  of  the  anthracite  coal  product,  outside  of  acombination,  would  be  able  to 
nx  the  price  tor  the  entire  product  woulil  he  absurd.     (532. ) 

6.  Jilffeel  of  compftition  of  f/iiaminotu  coal  and  other  fueU. — Mr.  McLkod,  former 
president  of  the  Beading  Railroad,  asserts  that  in  1896,  the  last  year  for  which  he 
nas  accurate  figures,  only  71,72  per  cent  of  the  anthracite  coal  produced  was  of  the 
domestic  sizes,  while  28.28  per  cent  wae  pea  coal  or  smaller  coal.  In  1872  only  5.92 
percentof  the  coal  sold  was  of  this  smallersize;  in  1878, 10  per  cent,  andinlSSS,  16  per 
cent.  Formerly  the  smaller  sizes  were  thrown  away  altogether,  but  ways  have  been 
found  to  market  them  and  the  old  dum)>e  are  being  worked  over. 

All  thie  emaller  coal,  continues  Mr.  McLeod,  comes  into  competition  with  bitumi- 
nous coal,  and  since  bituminous  coal  can  be  produced  at  about  half  the  cost  of  anthra- 
cite 28  pet  cent  of  the  anthracite  product  has  to  be  sold  at  a  loss  of  (1  pet  ton  on  the 
average.  That  Is  to  say,  it  is  sold  for  tl  less  than  the  average  cost  of  producing  a  ton 
of  coaj  of  all  sizes.  It  coats  as  much  per  ton  to  produce  a  small  size  as  the  larger 
sizes.  In  tact  the  laiger  sizes  can  not  be  mode  without  makine  tbe  smaller  sizes.  All 
the  coal  coming  from  the  mine  is  crusliedinorderto  g(>t  the  different  domestic  sizes. 
It  is  then  run  over  screens,  and  after  this  through  troughs  where  little  boys  pick  out 
the  slat*.  As  the  coal  pssses  over  the  screens  the  finest  goes  through  first.  Then 
the  coal  passes  successively  over  screens  with  larger  meshea  and  the  larger  sizes  are 
obtained.  In  order  to  get  tbe  large  sizes,  which  brii^  the  higher  prices,  the  smaller 
sizes  are  necessarily  manufactured.  It  pays  better  to  eeli  them  at  a  low  price  than 
to  throw  them  away.  Nevertheless,  Mr.  McLeod  declares,  the  lose  of  $1  per  ton  on 
the  smaller  sizee  must  be  made  up  by  prices  for  the  larger  sizes.  The  aiKr^ate 
price  for  all  sizes  must  be  sufficient  to  (my  the  aggregate  co»t  of  all  sizes,  ^ere  is 
no  use  for  these  smaller  sizes  except  in  competition  with  bituminous  coal,  (662, 
667,569.) 

Mr.  Stkarks,  pteaident  of  Coxe  Brothers  &  Co.,  says  that  the  eizee  of  coal  from 
chestnut  up  ere  called  prepared  sizes.    The  laigest  size  is  known  as  lomp  or  broken 
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coal.  The  eiutfl  from  peA  coal  down  are  called  small  sizes.  The  largeflt  increase  in 
demand  for  anthracite  coal  in  the  kft  few  years  if)  for  mnall  sizefl.  Onlyafewyean 
■go  pea,  barley,  and  rice  coal  w«re  thrown  away.  These  small  sizes  are  only  a 
by-prodnct  incidental  to  the  ' '  manufacture  "  of  the  larger  eizes.  Twenty  years  ago, 
or  leflB,  there  was  a  much  greater  demand  for  lump  ^>al.  Ten  to  20  per  cent  of 
that  could  be  sold.  Now  the  denmnd  is  for  stove  coal  and  other  intermediate  sizes. 
More  thorough  breaking  up  is  therefore  necessary,  and  the  percentage  of  pea  coal 
and  other  small  sizes  is  thus  Qecessarily  increased.     (578,  583.) 

Mr.  Stearns  believes  that  it  is  impoeeible  to  put  the  prices  of  anthracite  coal  very 
high  bemuse  of  the  competition  of  other  fuels.  The  larger  sizea  are  somewhat  of  a 
luxury,  and  the  smaller  sizes  compete  directly  with  bituminous  coal  for  steam  pur- 
poses. The  household  consumption  of  coal  is  being  met  with  competition  from  ^ 
Stoves,  while  in  the  apartment  houses  bituminous  coal  is  burned  in  tlie  steam  heating 
and  other  heating  apparatus.  While  the  pruducent  of  anthracite  do  not  calculate 
upon  a  definite  differential  between  the  prices  of  the  larger  sizes  of  anthracite  coal 
and  the  prices  of  bituminous,  they  can  not  advance  the  price  of  anthracite  to  an 
exorbitant  extent  without  running  the  risk  of  liaving  it  supplanted  by  soft  cool. 
The  consumption  of  soft  coal  is  increasing  more  rapidly  than  that  of  hard  coal,  and 
it  promises  to  be  constantly  a  more  serious  rival.  The  small  sizes  of  anthracite  coal 
come  into  direct  com peti ton  with  bituminous  coal.     (583,  585.) 

Mr.  TnoHAB,  president  of  the  Erie  Railroad,  asserts  that  under  no  circumstances 
can  excessive  prices  be  charged  for  anthracite  coal.  Anthracite  is  not  a  necessity  but 
a  luxury,  need  because  of  its  vreater  cleanliness  and  convenience.  The  competition 
of  bitummous  coal  is  constantly  growing.  The  increased  demand  has  been  chiefly 
in  the  smaller  sizes  used  lor  steam  purpoMts.  which  meet  the  competition  of  bitumi- 
nous. There  is  little  increase  in  the  consumption  of  the  larger  or  prepared  stMS, 
This  demand  grows  only  as  the  number  of  dwelling  houses  increases,  and  the  increase 
of  houses  is  more  than  oSset  by  the  competition  of  coke,  gas,  oil,  and  other  methods 
of  heating,  and  by  the  development  of  larger  apartment  houses  which  do  not  use 
anthracite.  The  consumpUon  of  bituminous  coaf  is  increasing  at  a  much  greater  latio 
than  that  of  anthracite.     (555, ) 

Mr.  Haddock,  independent  coal  operator,  thinks  there  is  a  distinct  limitation  upon 
the  price  of  coal  through  the  competition  of  bituminous  coal,  gas,  etc.  The  present 
prices,  since  February,  1901,  are  probably  about  t!ie  top.  About  25  to  30  per  cent 
of  the  production  of  anthracite  coal  at  present  is  represented  by  the  small  sizes,  pea 
coal,  buckwheat  coal,  etc.,  which  come  strictlv  into  competition  with  bituminous 
coal  for  steam  purposes.  It  is  true  that  some  of  triis  snialler  coai  is  now  being  reclaimed 
from  the  old  culm  heaps,  change  in  market  conditions  having  made  it  profitable  to 
do  so.  Mr,  Haddock's  own  comjiany  {eeh  that  it  pays  better  usually  to  send  the 
material  in  tbe  culm  heape  down  into  the  mines  to  be  used  as  sustaining  pillara. 

Further  competition  is  encountered  by  anthracite  coai  by  the  use  of  gas,  espedally 
in  the  summer  time.  Moreover,  even  at  present  prices,  plants  are  being  established, 
snch  as  that  of  the  New  England  Gas  Company,  which,  using  bituminous  coal,  fur- 
nish light,  heat,  and  power,  and  make  coke.  Thoi^h  prices  might  be  forced  up  to 
an  extravagant  figure  for  a  short  time,  a  reduction  would  be  bound  to  follow.  (628, 
529.) 

Mr.  Csiuie,  of  the  New  York,  Ontario  and  Western  Railway,  says  that  bitomi- 
nons  coal  competes  severely  with  the  sizes  of  anthracito  coal  which  are  used  for  steam 

Surpoeee,  including  lump  coal,  broken  coal,  and  the  finer  sizes  below  yee,  coal.  Over 
>  per  cent  of  the  anthiacite  coal  is  steam  coal.  The  proportion  is  greater  than 
formerly,  because  a  larger  share  of  the  fine  coal,  which  was  formerly  thrown  on  the 
calm  piles,  is  now  utilized.  Moreover,  the  old  refuse  in  the  culm  piles  is  now  being 
worked  over.  The  demand  for  domestic  sizes  of  anthracite,  with  which  bituminous 
<X)al  competes  to  a  lees  extent,  has  not  increased  so  much  ax  tlie  demand  for  steam 
rizes.  When  the  price  of  anthracite  is  put  up,  bituminous  coal  tends  to  displace  the 
steam  sizes  of  anthracite.  Moreover,  in  Chicago  and  other  Western  cities  the 
demand  for  anthracite  coal  for  domestic  purpovee  is  relatively  much  less  than  in 
Eastern  cities,  more  soft  coal  being  used. 

The  competition  of  bituminous  coal  is  held  by  Mr.  Cbilds,  accordii^ly,  to  place  a 
Hmit  upon  the  price  of  anthracite  coal.  Just  what  the  maximum  would  be  he  does 
not  know.  It  is  true  that  there  has  been  no  falling  off  in  business  in  view  of  the 
re(«nt  increase  of  30  cents  per  ton  in  the  price  of  anthracite,  but  it  would  not  be  * 
advisable  to  make  a  further  increase  of  50  cents.     (501,  502.  { 
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Mr.  Fleming  of  the  Anthracite  Coal  Operatore'  Aseociation,  asserts  that  bitumi- 
□OUH  roal  w  inoet  emphatically  a  competitor  of  hard  coal.  The  consumption  of 
anl!ira<^ite  is,  in.fact,  falling  off  proportionately.  Gas  and  steam  are  replacing  it  in 
office  buildinge  and  in  houses.     (537,  541.) 

Mr.  Waltbb  says  that  bituminous  coal  comee  into  competition  with  the  emaJler 
Bizea  of  anthracite  under  maJiy  conditions.  Fully  S5  per  cent  of  the  anthracite  prod- 
uct is  subject  to  this  competition  and  the  proportion  is  constantly  incryaeing.     (548.) 

Mr,  SAWABn,  of  the  Cx>al  Trade  Joamal.  doet)  not  think  that  bituminous  coal  and 
anthracite  coal  enter  into  competition  with  one  another  at  all.  Each  has  its  distinct 
use  and  value.  Soft  coal  is  not  burnt  in  bouses,  at  least  in  the  East.  It  is  true  that 
some  of  the  minor  grades  of  anthracite  coal  have  lately  been  pushed  for  use  as  steam 
coal.  Much  of  this  coal  was  formerly  wasted.  These  grades  sell  usually  at  a  lower 
price.  The  witness  does  not  see,  however,  that  the  competition  between  these  ci^B 
and  soft  coal  is  an  important  element  in  flsing  the  price  of  other  grades  of  hard  coal. 
It  is  true  that  a  lar)^  amount  of  soft  coal  is  used  in  cities  which  try  to  prevent  iJie 
smoke  nuisance,  methods  having  been  devised  for  doing  away  with  the  smoke  ia 
the  case  of  bituminous  coal.     The  proportion  of  the  anthracite  coal  use^l  for  steam 

SurposeB  is  hardly  more  than  26  per  cent.  Formerly  perhaps  40  per  cent  was  used 
ir  these  purposes,  but  gradually  domestic  coal  is  oeing  made  out  of  coal  that 
formerly  went  into  the  lai^eet  st«am  sizes.  Mr.  Saward  admits,  however,  that  when 
the  price  of  anthracite  coal  went  up  in  1900,  astheresult  of  the  strike,  tnere  was  an 
increased  demand  for  iHtuminous  coal,  resulting  in  some  instances  in  a  higher  pric«. 
(510,512.) 

Community  ofinlere^ — Biittminou»  coal. — Mr.  Haddock,  independent  coal  operator, 
thinks  that  there  is  a  growing  application  of  che  idea  of  community  of  interest  as 
regards  bituminous  coal.  There  have  been  agreements  between  the  great  railroad 
companies  r^ardiug  prices,  and  their  violent  competition  is  at  present  ended.  All 
such  Bgreemente,  however,  depend  for  their  success  upon  the  prosfterous  condition 
of  the  country.  When  the  demand  for  coal  falls  off  the  agreements  are  likely  to  be 
broken.     (531.) 

Mr.  Flbmino,  of  the  Anthracite  Coal  OpenUore'  Association,  says  that  he  knows 
of  no  association  of  soft-coal  dealers  or  producers  in  New  York.  Most  soft  coal  comes 
to  the  seaboard  as  the  property  of  individual  operators.  Some  of  the  latge  soft-coal 
companies  buy  the  product  of  the  smaller  companies  and  ship  it,  as  in  the  case  of 
the  anthracite  field.     (639.) 

6.  Economies  and  advantages  of  community  of  interest. — Mr.  Walter,  of  the  Lehigh 
Valley  Railroad,  says  that  he  sees  no  tendency  to  bring  the  mining  and  handling  of 
coal  into  fewer  hands.  At  the  same  time  he  believes  that  the  practice  of  acting  in 
harmony  is  a  great  advantage.  Under  the  competitive  conditions  which  haveexiated 
in  years  eone  by  it  has  been  difQcult  to  discuss  the  intricate  ijuestions  of  husine^  in 
a  reasonable  manner  without  prejudice  on  the  part  of  the  different  concerns.  The 
witness  thinks  that  any  arrangement  which  will  promote  harmony  will  ultimately 
benefit  the  consumer  as  well  as  the  producer. 

The  economy  of  combination  will  not,  however,  in  Mr.  Walter's  judgment,  come 
especially  in  connection  with  the  transportation  of  freight  by  shipment  from  the 
nearest  regions  to  the  respective  markets.  The  anthracite  coal  from  one  r^on 
differe  great!  V  from  that  from  another.  The  different  markets  demand  particular 
classes  of  coal  for  particular  purposes.  In  a  very  cold  country  the  people  prefer  the 
very  bard  coal,  while  in  a  warmer  section  they  use  a  softer  grade  wnicn  bums  more 
rapidly  and  consumes  ilfielf  entirely.     (544.1 

>[r.  McLbod  declares  that  it  is  very  desiraole  from  the  standpoint  of  the  public,  as 
well  as  of  the  producera  and  transporters  of  coal,  that  the  businesH  should  be  carried 
on  by  Kreat  corporations  working  in  harmony  with  one  another.  He  believes  the 
more  uie  subject  of  combination  among  the  anthracite  roads  is  studied  the  more  the 
plans  will  be  approved  by  the  people.  A  close  control  of  the  business  by  these  cor- 
porations will  produce  better  results  than  ruinous  competition  which  would  so  injure 
the  producers  and  transporters  that  they  would  ultimately  have  to  charge  people 
more  for  coal.  The  fact  that  anthracite  coal  can  be  sold  only  about  six  months  of 
the  year  makes  it  especially  necessary  that  great  corporations  should  produce  the 
coal,  having  capital  sufficient  lo  store  it  and  to  carry  lai^  quantities  for  several 
months.  In  the  case  of  bituminous  coal,  where  the  demand  is  uniform  and  where 
*  the  methods  of  production  are  simple,  there  is  lees  occasion  for  combination.  Anthra- 
cite coal  is  practically  a  manufacturea  commodity,  and  large  investments  in  breakers 
and  other  Kicilities  are  necessary.  In  the  opinion  of  the  witness  people  are  getting 
coal  cheaper  now  than  ever  before  as  a  result  of  the  conduct  of  the  business  by  large 
operatoie  and  of  the  Inoreosiiig  harmony  between  the  railroads. 
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Hr.  HcLeod,  who  wae  wpedAlly  active  dnring  hie  preradency  of  the  Beading  in 
hrin^ng  about  community  of  intereeta  between  the  different  anthracite  roods, 
declares  it  was  hia  idea  to  benefit  both  conanmera  and  corporations  by  brinpinK  all 
the  interests  into  hartnom'.  He  designed  to  give  the  people  half  of  the  profita  From 
economy,  and  to  ^y  dlvidendn  with  the  remainder  upon  stocks  which  had  preriouBly 
paid  none.  In  his  judgment  there  was  no  danger  nor  poBsibility  that  such  a  combi- 
nation should  laiae  prices  and  injure  consumers. 

One  of  the  chief  econiMoies  which  Mr.  McLood  nianned  and  which  he  thinks 
should  still  be  carried  out  waefoy  tbe  elimination  of  middlemen.  The  witneaa  declares 
that  it  costs  him  11.50  a  ton  more  to  get  coal  into  his  cellar  than  the  retail  dealer  in 
Sew  York  pays  for  it.  There  are  twice  as  man^  dealers  in  every  town  as  are  necee- 
aary.  The  tact  that  there  are  so  many  mokes  it  neceesaiy  for  them  to  have  a  large 
percentage  of  profit  in  order  to  live  at  all.  Mr.  McLeod  thinks  that  the  distribulion 
of  coal  ^oula  take  place  directly  to  the  consumer  from  the  railroad.  He  would 
establish  large  depots  in  each  city,  having  coal  pockets  from  which  coal  could  be 
shot  directly  into  the  carta  of  those  who  would  take  it  to  the  consumer.  At  present 
it  ia*hauled  to  yards  of  coal  dealers  and  then  reloaded  twaio  at  unnecesst^  expense. 
One  pocket  station  In  connection  with  each  of  the  railroads  reaching  Washington 
from  the  north  would  be  ample  to  supply  the  entire  city,  Mr.  McLeod  thinks  that 
by  this  method  of  distribntins  coal  it  would  not  cost  more  than  from  30  to  50  cents 
to  get  it  from  the  railroad  to  the  consumer  instead  of  (1.50  per  ton.  The  only  way 
in  which  snch  an  economy  can  be  brought  about  is  by  combination  among  the 
Twlroods. 

Mr.  Mcl^eod  says  further,  that  there  is  usually  a  considerable  degree  of  competition 
between  retiul  cool  dealers,  althoogb  in  some  cases  they  have  ossociations  which  com- 
bine to  keep  up  prices.  He  thinks  many  retailera  deliver  short  weight.  (56B,  569, 
675.) 

Mr.  Gbbbnk  of  the  Audit  Company  of  New  York,  formerly  concerned  in  the 
anthracite-cool  buaineaB,  declares  that  there  is  a  tremendous  economic  waste  in  the 
production  and  transportation  of  anthracite  coal,  which  makes  desirable  community 
of  interest,  and  especially  consolidation  of  the  different  interests.  Although  anthra- 
cite coal  is  confined  to  a  email  area  of  about  400  square  miles,  and  is  in  a  mnae  a 
natural  monopoly,  the  ownership  of  the  field  is  so  greatly  divided  among  individuals 
and  different  railroads  that  business  is  moet  uneconomical! y  conducted.  In  the  firat 
place,  eoch  railroad  feels  that  it  must  have  tonnage.  The  railroads  havegone  into  the 
mining  of  coal  principally  to  secure  transportation  for  themselves.  The  result  is  that 
.  coal  is  often  hauled  longer  distances  and  over  sleeper  grades  than  would  be  necessary 
if  some  other  railroad  handled  it.  Another  result  is  that  many  mines  which  are  very 
expensive  to  work  ate  operated  in  order  to  give  therailroads  tonnage.  There  isagreat 
difference  in  the  ezpenaivenees  of  operating  mines.  Many  of  the  minesof  the  Read- 
ing Bailroad,  for  example,  are  especially  expensive  to  operate,  and  this  is  true  of  the 
whole  southern  anthracite  field.  The  character  of  the  coal  and  the  manner  of  its 
distribution  is  slightly  different  in  other  regions. 

Another  economic  waste  under  the  present  syst^n  resultsirom  the  fact  that  the 
railroads  and  the  other  producers  do  not  market  their  coal  properly— do  not  know 
how  much  coal  is  going  to  one  place  or  another.  The  fact  that  each  lailroad  has  a 
laige  number  of  selling  agents  and  other  subordinates  constitutes  an  economic  waste. 

In  view  of  these  wastes  from  competition  Mr.  Greene  thinks  that  it  would  be 
advantageous,  not  only  to  the  railroads  hut  to  the  general  community,  to  have  on 
absolute  consolidation  of  ownerahip  of  the  railroads  and  the  coal  n  '  "" 


bat  much  less  satisfactorily.    For  example,  it  would  be  impossible  i  ... 

mimit)'  of  intiereet  to  transport  the  coal  which  now  paseee  over  the  I<ehigh  Valley 
rood  or  the  Beading  to  the  Central  Railroad  of  New  Jersey,  yet  it  might  be  mucn 
mwe  economical  for  all  the  coal  from  certain  districts  to  be  bandied  by  one  road. 

The  witness  thinks  that  by  virtue  of  the  economies  of  consolidation  it  would  be 
possible  to  save  folly  f  1  per  ton  in  the  case  of  mining  and  transporting  anthracite 
coal.  He  believes  nitiher  that  part  of  this  saving  would  come  to  the  consumer,  and 
that  It  is  to  the  interest  of  the  genera!  public  to  compel  consolidation  rather  than  the 
contrary.  Probably  60  cents  or  the  (I  saved  would  go  to  the  consumer,  and  a  similar 
amonnt  or  less  would  go  in  the  form  of  higherdividends  to  the  railroads.  At  the  same 
timethecondition  of  thecoal  miners  would  beimproved.  Tbe  witnessadm  its  that  there 
m^ht  be  some  question  whether,  by  virtue  of  monopoly,  the  advantage  of  economies 
might  not  all  go  to  the  owners  without  a  reduction  of  price,  but  he  thinks  that  the 
various  other  lorms  of  heating  which  compete  with  anthracite  coal  will  always 
keep  down  its  price,  and  that  the  pressure  of  poblic  opinion  would  also  be  effective. 
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1  will  get  the  benefit  of 

.     ,  /  days  the  antbracite-coal 

induBtnr  was  highly  profitable,  and  operators  took  little  c&re  to  mtroduce  economic 
metiio^.  Theaame  was  true  of  tmnHportatioQ,  and  the  methodBarestill  exceedingly 
extravagant  For  inetance,  there  are  mines  on  the  western  aide  of  the  Lackawanna 
Valley  upon  the  hill,  from  which  coal  ie  hauled  down  into  the  valley  and  up  the  east- 
em  side  toward  tide  water;  while  mines  on  the  eastern  aide  of  the  valley  laury  uoal 
down  into  the  valley  and  up  the  hill  on  the  other  ride  going  west  The  Erie  oy  its 
acquisitioa  of  the  Erie  and  Wvomiog  Bailroad  expects  to  eliminate  some  of  this 
waste  in  tranaportation.     (556.) 

Mr.  Harbis,  until  recently  president  of  the  Reading  Company,  eupposee  that  a 
considerable  economy  might  be  eOented  by  a  communitv  of  interest  or  combination 
between  the  anthracite-ooal  roads.  The  coat  of  marketing  especially  could  be 
reduced  by  eliminating  many  middlemen  and  commission  merchants  and  putting 
the  selling  of  coal  etnctly  into  the  hands  of  the  agents  of  the  railroad  companiee- 
(599.) 

Mr.  WooDLocK  does  not  think  ttiat  there  can  be  any  special  economy  effected  by 
the  common  ownership  of  the  anthracite  coal  roads  or  coal  mines.  There  can  be  no 
physical  onion  ol  the  properties  in  moat  caaee.  Undoubtedly,  however,  a  great 
economy  would  result  fiom  the  establishment  of  a  single  aelling  agency.     (452. ) 

Mr.  Haddock,  independent  coal  operator,  says  that  there  are  some  arguments  in 
favor  of  combination  in  the  anthracite  liuaineffl,  especially  because  of  the  possible 
economy.  Thus,  there-are  four  or  live  different  operations  in  Luzerne  County,  and 
it  would  be  IjettCT  for  everybody  if  they  were  combined  into  one.     [534. ) 

Q.  Capitalization  of  c»bI  roads  and  of  reaerre  coal  landi.— 
1.  Capilalhalwn  and  Teorqanizatunu  of  the  anthracite  roadt  generally. — Mr.  WoooLOCK, 
tailnnd  editor  of  the  Wall  Street  Journal,  declares  that  it  is  generally  recognized  that 
the  Reading  and  Erie  railroads  are  heavily  overcapitalized.  The  bankruptcies  of 
the  Reading  have  been  largely  due  to  its  great  capitalization  based  on  unworked  coal 
lands.  The  fact  that  after  4  years  of  atetkly  prosperity  the  common  stock  of  the 
reorganized  Reading  Company  sells  only  at  HO  (February,  1901),  shows  necessarily 
over-capitalization.  In  the  reoi^nizations  of  the  Reading  and  the  Erie  seimrities 
were  increased  rather  than  diminished.  Thus,  the  Erie  formerly  had  a,  capitalization 
of  $70,000,000  common  stock.  Now  it  has  about  $50,000,000  preferred  stock  and 
1112,000,000  of  common  stock.  The  common  until  very  recently  was  scarcely  worth 
anything.  When  Mr.  J.  J.  Hill  l)^an  buying  stock  recently  it  went  up  from  15  to  ■ 
30,  but  it  is  stiil  worth  less  than  the  old  Erie  stock  was  worth  8  years  ago.     ^466. ) 

2.   Capitalization  of  the  Reading  Company. — Mr.  Harris,  until  recently  president  of 


*70,000,000  of  common  stock,  and  (63,000,000  of  general  mortgage  bonds,  besides 
other  earlier  bonds  not  yet  matured.     The  Ixinda  are  gradually  being  increased,  a 

frovision  of  the  mortgage  authorizing  the  addition  of  $20,000  at  a  rate  not  to  exceed 
1,500,000  a  ye&T.  When  the  maitimum  amount  is  issued  there  will  be  $135,000,000, 
partly  covering  prior  bonds  now  not  matured.  The  present  capitalization  of  the 
Rtsding  Oimpany  and  its  leased  llnee  is  approximately  $250,000,000  of  stocks  and 
bonds.  The  witness  believes  that  this  sum  isgreater  than  theamount  of  theaecurities 
of  the  company  Ifefore  the  reorganization  of  1896,  hut  the  interest  is  lower,  so  that  the 
fixed  charges  are  le^,  ard  the  increase  in  the  Bto<TkB  Is  Ices  important  because  a  com- 
pany does  not  go  into  bankruptcv  when  it  fails  to  pay  dividends,  but  it  does  go  into 
Dankniptcy  when  it  fails  to  pay  intorest.  The  witness  is  not  espectaliy  familiar  with 
the  financing  of  the  Reading  Company,  which  was  conducteil  by  the  hankers  and 
owners  of  the  railroad.  There  is  no  connection  between  the  volume  of  aecuriticH  and 
freiffht  rates.  The  rates  are  made  by  freight  agents,  and  the  chief  infitience  deter- 
mining them  is  the  rate  made  by  competitors.     (597,  598.  ] 

3.  Jtecirerihip^  of  the  Reading  Railroad. — Mr.  McLkod  says  that  the  Reading  Rail- 
road has  been  in  the  hands  of  receivere  four  times.  Some  of  these  bankruptdea 
were  caused  by  the  fact  that  the  company  has  increased  its  debts  too  largely  m  the 
purdiase  of  coal  lands.  It  has  been  forced  by  ruinous  competition  to  aell  coal  below 
cost,  and  could  not  earn  interest. 

Mr.  McLeod  explains  the  receivership  of  16S3  under  his  administration  as  follows: 
The  Reading  had  lease<l  the  Lehigh  Vallev  and  Jersey  Central,  and  found  that 
those  companies  had  $i:j,000,000  inveattHl  in  coal  on  hand  and  in  carT>;inK  the 
accounts  of  individual  operators.  The  Reading  ilid  not  have  that  much  capital,  and 
Mr,  McI*od  had  to  bom)w  $8,000,000  as  a  flimting  debt.  At  this  time  the  panic  of 
1893  began.    The  witnew  bad  arranged  to  sell  socuritiea  to  get  a  working  capital  of 
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117,500,000  nut  of  wtiji-h  l<>  take  up  the  floating  debt  of  $8,000,000,  bat  on  account 
of  the  panic  the  eecuritiey  could  not  b«  issued  and  the  Reading  v/ae  forced  into 
bankruptcy.     (S73.) 

Mr.  Bice,  president  of  the  Consolidated  Rubber  Company,  states  that  some  years 
prior  to  18^  he  was  invitod  to  join  a  syndicate  to  purchase  the  control  of  the  Fhila- 
delphia  and  Reading  Railroad.  The  syndicate  was  formed  at  the  instance  of  Mr. 
F.  B.  Gowen,  but  at  his  death  the  burden  was  left  upon  Mr.  Rice.  A  great  deal 
more  than  a  majority  of  the  stock  was  bought,  and  although  the  company  was  at 
that  time  controlled  by  a  voting  trust,  the  control  drifted  into  the  liands  of  a  evndi-  ■ 
cate,  and  Mr.  McLeod  was  meule  president.  The  witness  found  that  it  would  be 
advisable  to  reduce  the  road's  indebtedness  as  it  then  existed  by  converting  the 
income  bonds  into  stock,  and  he  prepared  a  plan  for  reorganizing  the  company  under 
the  name  of  the  Reading  Cora^ny.  He  went  to  Europe  in  18§1  to  see  tne  noldere 
of  bonds  there,  and  danng  hiH  absence  Mr.  McLeod  began  lo  pay  interest  on  the 
income  bonds,  whereupon  the  holders  of  them  were  no  longer  willing  to  exchange 
them  for  stock.  It  was  afterwards  shown  that  this  interest  had  not  oeen  actually 
earned,  although  the  books  had  aijparently  shown  that  it  had  been  earned. 

Mr.  Rice  s^'s  further  that  at  this  time  an  attempt  was  made  to  secure  the  control 
of  the  New  Jersey  Central  and  the  Lehif>b  Valley  railroads.  Both  were  leased. 
This  increased  the  coat  holdings  of  the  Philadelphia  and  Heading  enomiouslv  and 
required  additional  money,  Mr.  Rice  went  to  Lurope  and  secured  the  pleage  of 
$13,000,000  on  the  issue  of  bonds,  but,  much  to  his  astonishment,  after  the  bankers 
had  paid  in  (5,500,000  in  cash,  on  Fehniai^  1,  1893,  the  railroad  was  put  into  the 
bands  of  a  receiver  on  February  20.  The  witness  then  went  into  litigation  to  have 
the  management  of  the  inroad  investigated  by  the  United  States  circuit  court.  He 
believes  that  one  of  the  chief  troubles  leading  to  the  bankruptcy  was  the  attempt 
mode  by  Mr.  McLeod  to  control  the  Boston  and  Maine,  the  New  Jersey  and  New 
England,  and  other  interests  which  he  was  not  able  to  control. 

Mr.  Rice  asserts  further  that  the  Reading  Company  had  been  counting  as  assets 
various  credits  which  were  really  of  no  value,  and  tnat  the  public  was  thus  deceived 
prior  to  the  bankruptcy.     (737-739. ) 

4.  Attempt  of  Reading  RaUrood  to  enter  New  England  territory. — Mr.  MrLBOn 
explains  the  motive  which  led  the  Beading  Railroad  in  1882  to  attempt  to  get  control 
o(  the  Boston  and  Maine  and  New  York  and  New  Englani]  railroads.  It  has  been 
a  well-rec<^nized  rule  among  the  anthracite-coal  roads  Cor  years  that  each  has  the 
right  to  haul  the  coal  destin^  for  roads  controlleii  by  itself.  By  acquiring  the  Bos- 
ton and  Maine  and  New  York  and  New  England  the  Reading  could  add  to  its  ton- 
nage about  3,500,000  tons,  and  could  do  it  without  precipitating  a  fight  between  the 

Mr.  McLeod  says  further  that  the  Reading  did  not  buy  a  controlling  influence  in 
the  stock  of  the  Boston  and  Maine.  Enough  stock  was  bought  to  give  Mr.  McLeod 
a  standing  with  the  other  stockholders,  and  then  largely  through  personal  influence 
he  persuaded  them  to  make  him  president.     (567,  574.) 

5.  Capiiaiization  of  the  Ontario  and  tVentern  Railieai/. — Mr.  CniLns,  of  the  Ontario 
and  Western,  says  tnat  this  railroad  was  reorganized  in  1880.  It  had  originally  been 
builtchietly  on  the  proceeds  of  bonds  issued  by  towns.  It  was  called  a  road  without 
debtsortrafflc.  Ithadover(80,000,000of  bonds  and  was  sold  out  furaboutH000,000. 
The  present  capitalization,  including  stock  and  bonds,  is  about  (58,000,000.  At  the 
time  of  reorganization  the  holders  of  bonds  were  allowed  to  take  common  stock  it 
^ey  would  pay  an  assessment  of  20  per  cent;  most  of  them  did  so,  and  the  capitaliza- 
tion was  thus  increased  about  (50,000,000.  The  controlling  interest  in  the  stock  is 
not  held  by  a  few  men.  The  preferred  stock  is  mostly  represented  by  a  voting  trust. 
(502,503.) 

6.  Capilalhalion  of  coal  lands  and  He  ^ect  on  prices. — Mr,  HAnnocK,  independent 
coal  operator,  says  tnat  the  Philadelphia  and  Readiiu;  Railroad,  which  bought  100,000 
acres  oC  coal  lands  during  the  early  seventies,  was  &rced  into  this  action  laraiely  by 
ita  competitors.  The  New  York  Central,  the  Delaware,  Idfkawanna  and  Western, 
the  Lehigh  Valley,  and  the  Pennsylvania  roads  were  all  coming  into  the  Schuylkill 
field  and  acquiring  coal  properties.  Another  factor,  which  led  independent  operators 
to  sell  out  at  that  time,  was  the  violence  of  the  Molly  .Maguires,  who  made  it  very 
unpleasant  for  a  man  to  remain  in  the  mining  business.  Since  these  early  purchases 
the  Reading  has  acquired  other  coal  property,  directly  or  indirectly. 

Mr.  Haddock  thinks  that  the  capitalization  of  the  Reading  road,  in  order  to  carry 
its  100,000  acres  of  nnworked  coal  lands,  has  not  only  resulted  in  the  bankruptcy  of 
the  road  but  has  also  affected  the  price  to  the  consumer.  The  amount  invested  by 
the  Reading  Company  in  coal  property  was  about  $50,000,000,  and  the  interest  at  first 
was  7  per  cent    This  was  an  annual  charge  of  $3,500,000,  while  the  company  did 
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not  at  the  outset  prodnce  more  than  six  or  seven  million  tons  yearly.  The  witneee 
thinka  that  the  amount  of  the  Readinp'a  Aebta  for  coal  lands  haa  not  been  cut  down 
materiallv  by  reorganization,  ^thougu  the  rate  of  interest  probably  has  been  cut 
down,  "fhere  is  constantly  an  effort  to  get  out  of  the  consumer  interest  on  unde- 
veloped land  held  tor  the  supply  of  60  years  to  come.  The  effort  has  not  always 
been  successful  in  the  past.     (523, 534. )     • 

Mr.  Greene,  of  the  Audit  Company  of  New  York,  says  that  in  some  cases  where  the 
railroads  have  capitalized  anthracite  coal  held  in  advance  of  actual  operation,  the 
people  are  doubtless  paying  pricet<  and  railroad  charges  which  return  eome  dividend 
on  Buch  investments.  In  general,  however,  the  charges  based  on  these  investraentsin 
coal  lands  have  been  squeezed  out  by  reorganizations.  Mr.  Gowan,  of  the  Reading 
Railroad,  tried  thirty  years  ago  to  buy  up  the  coal  properties  contiguous  to  that 
line,  and  to  earn  freight  rates  which  would  support  the  capital  invested.  He  failed 
in  this  undertaking,  since  the  rates  and  prices  could  not  he.  kept  up.  The  R«ading 
has  been  twice  reorganized.  It  is  true  that  iu  the  case  of  these  reoi^anizations  the 
total  volume  of  stock  and  bonds  has  not  been  reduced,  but  theabsolute  fixed  charges 
have  been  reduced.  That  is,  bonds  requiring  payment  of  interest  have  been  repla^d 
by  preferred  and  common  stocks,  and  rates  of  mterest  on  bonds  are  also  lower.  It 
is  probable,  Mr.  Greene  continues,  that  the  present  movement  toward  the  consolida- 
tion of  anthracite 'roads  is  partly  designed  to  permit  the  earning  of  interest  on  the 
preferred  stocks  which  have  been  substituted  for  these  old  bonds.  The  same  is  true 
of  many  railroad  reorganizationn  and  rer«nt  consolidations,     (472. ) 

Mr.  Habrib,  late  president  of  the  Reading  Company,  says  that  the  various  bank- 
ruptcies of  the  Beading  Company  have  undoubtedly  been  duo  Largely  to  the  fact  that 
it  Dad  bought  up  a  large  amount  of  coal  land  in  advance  of  development.  Most  of 
these  purchases  were  made  at  a  very  early  time   by  Mr,  Gowan.     The  witness  is 


Company  has  also  been  due  to  excessive  competition  1i 

however,  it  had  not  been  burdened  with  debts,  it  would,  of  couzse,  have  been  in  » 

better  condition  to  sustmn  that  competition. 

Mr.  Harris  thinks  further  that  although  the  interest  charges  of  the  Reading  have 
been  reduced  by  reoi^»nizations,  and  although  there  are  now  no  specific  interest 
charyes  based  on  the  coal  lands  separately,  it  is  undoubtedly  true  that  tlie  interest 
on  uese  lands  is  still  a  charge  upon  the  road.  That  is,  if  the  Reading  had  spent 
less  money  in  coal  lands,  it  would  now  have  less  interest  charges.  Practically,  how- 
ever, this  charge  is  taken  from  the  stockholder  who  fail  to  receive  dividends. 

on  why  the  Beading  has  developed  its 

_,    ._   .._ „    _  very  eniensive  to  work,  and  the  coal 

could  not  he  taken  out  in  competition  with  that  of  other  mines  which  were  worked 
more  cheaplv.  In  the  future,  since  the  more  accessible  coal  is  rapidly  being 
exhausted,  tne  Reading  lands  will  become  more  valuable  and  can  be  operated. 
(604-606.) 

Mr.  McLBon  does  not  think  that  the  interest  on  the  capital  invested  in  reserved 
coal  lands  by  the  various  railroad  companies  has  added  to  the  price  to  the  consumer. 
He  thinks  ttiat  the  economies  coining  from  the  large  investments  of  the  railroad 
companies  have  lowered  prices.  Nobody  has  made  much  money  in  mining  coal 
except  a  few  individuals  wtio  were  especially  favorably  located.  The  Reading  Rail- 
road octuallv  invested  cash  to  the  amount  of  f  75,000,(>00  in  coal  lands  between  ISTO 
and  1676.  ft  has,  however,  been  forced  to  sell  coal  as  cheaply  since  this  debt  was 
incurred  as  before,  and  has  had  to  compete  with  other  railroads  and  producers.  The 
large  capitalization  of  the  Reading  in  stocks  can  not  influence  prices,  because  no  divi- 
dends have  been  paid  for  a  long  time.  The  Reading  has  $112000,000  of  stocks 
earning  no  dividends.  The  Lehigh  Valley  has  $40,441,000,  the  Erie  (172,000,000, 
and  the  New  York,  Ontario  and  Western  ¥58,113,000  of  storks  earning  no  dividends. 
The  total  of  such  stocks  for  the  four  roads  named  is  $382,554,000.     (566.) 

Mr,  Saward  does  not  attribute  the  bankruptcy  of  the  Readine  Railroad  bo  much 
to  the  attempt  to  pay  interepi  upon  the  bonds  issued  to  purcnase  coal  lands  held 
undeveloped  as  to  the  excessive  competition  between  the  various  producers  of  coal 
fordng  down  prices  unduly,    it  can  not  be  said  that  the  people  have  been  fort-ed  to 

Ciy  higher  prices  for  coal  because  of  the  large  capitalization  of  the  Beoding  road.  A 
rge  part  ot  its  capital  is  in  the  form  of  stocks  and  theee  have  not  paid  dividends,  so 
that  the  earnings  on  them  can  not  be  counted  in  price.  It  is  true  that  bonds  were 
issued  for  some  of  the  coal  lands.  The  Reading  has  coal  enough  to  last  tor  100  yeais. 
In  a  certain  sense  the  consumer  is  paying  the  carrying  charge  on  the  investment  in 
thctw^  future  supplies  of  coal,  but  the  witni'w  does  not  think  that  the  amount  of  this 
interest  charge  adds  more  than  5  cents  per  ton  to  the  price  of  coal.    Although  the  capi- 
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taliEationof  tlieReadui£  is  9250,000,000,  that  is  the  basis  foran;»t  deal  of  other  baameae 
beeidee  the  anthracite  biuinees.  The  road  carries  about  10,000,000  tone  of  anthracite 
coal,  5,000,000  tom  bituminona  coat,  aa<l  30,000,000  tons  of  ^oeisl  freight.  More- 
over the  coal  deposits  in  varions  other  r^ons  are  being  rapiuiy  cooBumed,  and  Uie 
public  will  be  glad  later  that  the  Reading  has  such  a  large  supply.     (517-519.) 

Mr.  Thomas,  of  the  Erie  Railroad,  Bays  that  originally  the  cost  of  carryinK  the 
intereet  on  the  money  iovested  in  nndeveloped  coal  lands  by  the  Reading  Railroad 
mayhavebeenadded  to  the  prices  or  freight  rates,  but  that  the  Readily  has  repeatedly 
gone  tbroDgb  bankruptcy,  and  that  it  can  secure  no  higher  rates  than  the  oUier  nul- 
roads  which  have  not  the  same  burden.     (555. ) 

Mr.  Childs,  of  the  Ontario  and  Western  Railroad,  says  that  the  two  coal  companies 
which  that  railroad  controls  have  in  the  neighborhoad  of  50,000,000  tons  of  coal  in 
the  ground,  the  production  at  present  being  about  2,000,000  tons  per  year.  The 
witness  thinks  that  it  is  proper  to  earn  dividends  on  the  investment  in  coal  lands. 
It  costs  a  great  deal  to  start  operations,  put  in  breakers,  shafts,  tracks,  ete.,  and 
thereafter  the  field  must,  of  course,  be  worked  for  a  good  many  years.  Railroads 
entering  the  anthracite  field  have  also  large  in  veetments  in  their  transportation  facili- 
ties, and  it  is  the  part  of  prudence  for  them  to  acquire  coal  land  enough  to  make  sure 
of  business  as  long  as  the  life  of  Uie  bonds  of  the  railroads.      (503,  5M. ) 

Mr.  RicB,  who  was  formerly  connected  with  the  Reading  Company,  says  that  in  a 
sense  it  is  justitlable  to  capitaliKe  the  value  of  coal  in  the  ground,  but  it  is  very  diffi- 
cult te  know  what  its  actual  value  is.  The  net  value  is  very  different  from  the  gro« 
value  as  shown  by  the  present  selling  prices.  There  is  no  knowing  whether  the  coal 
can  be  profitably  rained.  The  value  or  the  coal  in  the  ground  depends  a  great  deal 
upon  the  general  public  opinion  of  investoTs  as  to  what  it  will  probably  be  worth. 
(f89.) 

7,  OvereajnUiluaitim  remiitmgfrom  recent  purchiaeg  and  contoHdaitom. — Mr.  Wood- 
lock  declares  that  the  price  paid  by  the  Brie  Riulroad  for  the  production  of  the 
Pennsylvania  Coal  Company  in  1900  was  the  highest  ever  paid  for  a  block  of  coal 
lands.  Bonds  were  issued  to  the  amount  of  (32,000,000,  bearing  4  per  cent  inter- 
est. This  represents  an  annual  burden  of  $1,280,000,  equal  to  from  60  to  60  cents 
on  each  ton  oi  the  annual  output  of  coal  from  these  lands.  It  has  been  considered 
that  the  Reading  Railroad  paid  a  high  price  for  its  coal  lands,  which  stand  on  its 
books  OS  having  cost  (70,000,000.  But  if  the  proportion  of  the  total  anthracite  pro- 
duction belougmg  to  the  Readine  should  be  capiCalized  at  the  same  rate  per  ton  of 
annual  product  as  the  amount  paid  for  the  Pennsylvania  Coal  Company,  the  capital- 
ization of  the  Reading  lands  would  be  f  125,000,000. 

In  the  case  of  the  purchase  of  the  control  of  the  Jersey  Central  Railroad  by  the 
Reading  Railroad,  the  Reading  paid  $160  per  sliare  for  60per  cent  of  the  Jersey  Cen- 
tral's stock,  and  has  issued  4  per  cent  bonds  therefor.  This  is  the  highest  pnce  for 
the  Jersey  Central's  stocks  since  1881.  The  Reading  undertakes  a  fixed  charge  o! 
$920,000  per  year,  which  must  be  forthcoming  in  good  or  bad  times. 

Mr.  Woodiock  does  not  believe,  however,  that  the  heavv  capitalization  of  the 
anthracite  coal  roads  will  have  much  effect  upon  prices  of  coal  to  the  general  public. 
If  the  railroads  couid  get  a  big  price  for  coal  they  would,  of  course,  try  to  do  so,  but 
the  witnesB  believes  that  they  realize  that  it  is  not  judicious  to  attempt  to  do  so,  on 
account  of  the  falling  oft  In  demand.  What  is  needed  is  a  steady  market.  (463- 
4560 

Hr.  Grsbvk,  of  the  Audit  Company  of  New  York,  admits  that  some  of  the  recent 
comUnations  and  purchases  by  the  anthracite  coal  roods  have  considerably  IncreHsed 
capitalization.  He  does  not  think,  however,  that  the  fact  that  consolidation  has 
been  efiected  at  high  prices  and  at  a  time  when  all  securities  are  high,  will  necessa- 
rily mean  an  increased  burden  upon  the  public.  Consolidation  will  often  create 
traffic,  increase  profits,  and  ultimately  give  the  public  the  benefit  in  better  service 
and  lower  prices.  The  witness  questions  whether  a  new  r«lroad  could  be  built  into 
the  anthiBcite  coal  field  for  lees  money  than  the  capital  of  the  existing  roads.  (475- 
476J 

Hr.  Haddock,  Independent  coal  operator,  says  that  the  price  paid  in  the  purchase 
of  the  Pennsylvania  Ckial  Company  was  so  high  that  the  annual  interest  charged  on 
it  will  amount  to  about  60  cents  per  ton  of  output.     (634. ) 

H.  Duration  of  supply  and  cost  of  mtntnK.'-l.  Sappli/  of  a-nthradu 
teal. — Mr.  Habkis,  late  prewdent  of  the  Reading  Company,  says  that  he  does  not 
think  the  snpply  of  unmined  coal  held  by  that  company  will  be  sufficient  to  last  200 
I^eors.  In  net,  he  believes  that,  taking  the  anthracite  field  as  a  whole,  the  produc- 
tion has  about  reached  its  masimnmi  ne  doubts  whether  it  ever  reaches  60,000,000 
tons  a  year.  Many  mines  are  being  worked  out,  and  it  takes  time  and  large  invest 
muit  to  open  new  mines. 
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The  district  in  which  the  coal  will  be  e;xhaustod  sooneet  ia  the  eastern  end  of  the 

Wyoming  field,  Bometimea  tailed  the  lAckawatma  field.  The  western  end  of  that 
field  will  last  mnch  longer,  because  the  coal  licfl  deeper  and  is  more  eineneive  to 
mine.  The  ^up  of  small  basinH  known  ae  the  I^ehigh  region  has  pamed  its  niaxi- 
mum  production.  Some  of  the  Reading  collieries  in  that  region  are  exhausted  and 
some  are  approaching  exhaustion. 

The  Rrcat  supply  in  the  future  is  in  the  Schuylkill  region,  which  cont&ine  more 
than  one-half  of  the  anthracite  supply.  In  this  region  the  coal  is  exceedingly  hard 
at  the  eastern  end  and  grows  softer  toward  the  western,  until  the  Lykens  Valley 
coal,  belonging  to  the  Pennsylvania  Railroad,  is  reached.  The  Beading's  coal  lauds 
are  chiefly  in  this  rwion,  and  it  is  because  of  the  depth  and  expensiveness  of  mining 
that  they  have  not  been  developed  more  rapidly.  In  some  mines  in  other  r^ons 
the  coal  has  been  nearer  the  surface,  the  bottom  of  the  supply  being  not  mora  than 
100  or  200  feet  deep.  Around  Pottsville,  in  the  Schuylkill  r^on,  the  bottom  of  the 
basin  is  supposed  to  lie  5,000  feet  deep.  Moreover,  in  the  Schuylkill  r^on  the  coal 
is  much  more  full  of  slate.  When  the  witness  was  in  charge  of  the  mines  of  the 
T,ehigh  Coal  ami  Navigation  Company  he  found  that  it  was  necessary  to  raise  about 
three  tons  of  mineral  and  about  ten  tons  of  water  from  an  average  depth  of  600  feet 
for  every  ton  of  coal  sent  to  market.     ( 605-606. ) 

Mr.  Greene,  of  the  Audit  Company  of  New  York,  Ba,y%  there  ie  an  absolute  limit 
of  the  amount  of  anthracite  coal.  It  has  been  vanoueiy  estimated  that  at  the 
present  rate  of  production  the  supply  wiil  be  exhausted  in  from  60  to  160  years.  Later 
on,  moreover,  coal  which  is  more  difficult  to  extract  will  haveto  be  mined  at  a 
higher  cost  than  at  present.     (475.) 

Mr.  Flemino  says  that  the  ultimate  mads  by  Mr.  Griffith  several  years  soo  as  to 
the  futura  supply  of  anthracite  coal  is  generally  considered  the  best,  and  he  oelieves 
that  the  general  estimation  was  100  years  for  all  the  regions.  In  the  case  of  the 
Reading  Company  the  supply  at  the  present  rate  of  production  would  last  much 
longer.    (540:) 

Mr.  Tbomas,  president  of  the  Erie  Railroad,  says  that  he  thinks  that  40  or 50  ^eara 
will  see  the  substantial  extinction  of  many  of  the  anthracite  fields.  The  Riding  is 
understood  to  have  a  supply  for  100  years,  but  the  mining  in  all  the  regions  is 
constantly  increasing  in  difficulty  and  e^ienstvcnesa.     (555. ) 

Mr.  McLeod,  former  president  of  the  Beading  Riulroad,  believes  that  the  supply 
of  anthracite  coal  is  greater  than  is  ordinarily  supposed.  lie  says  that  it  has  always 
been  the  experience  that  more  coal  is  secured  from  a  mine  or  district  than  was  origi- 
nally estimated.  The  witness  thinks  there  is  probablv  coal  enough  for  the  Reading 
Railroad  for  200  years  at  least.  He  estimates  the  total  amount  of  coal  in  tlie  ground 
at  15,000,000,000  tons.  Tbereare  several  companies  besides  the  Reading  which  have 
a  very  large  reserve,  but  its  reserve  ia  much  tne  lai^est,  although  the  witness  ia  not 
disposed  to  think  that  the  time  will  ever  come  when  the  Reading  will  hold  all  the 
r^naining  coal  land. 

Many  of  the  collieries  already  opened  will,  in  Mr.  McLeod's  judgment,  soon  be 
exhausted,  but  their  owners  often  have  reserved  lands  which  can  be  worked  by  new 
collieries.  The  witness  estimates  that  in  10  years  10  per  cent  of  the  collieries  m  the 
Wyoming  re^pon  will  be  exhausted,  and  in  40  years  75  per  cent  It  costs  20  cents 
per  ton  more  to  mine  coal  in  the  Kt-hnylkill  than  in  the  Wyoming  region,  but  there 
is  a  greater  supply  in  the  former  region  from  which  a  large  part  of  the  future  con- 
sumption of  the  country  must  )>e  taken.     (565,  666,  571. ) 

2.  Cotl  of  mining  cool. — Mr.  Harris,  in  connection  with  his  explanation  regarding 
the  supply  of  antnracite  coal  and  the  character  of  the  different  fields,  declares  that 
the  cost  o!  mininjt  is  steadily  increasing  with  the  exhaustion  of  the  more  accct^ible 
lands,  and  that  it  will  continue  to  increase.  It  probably  costs  from  75  cents  to  #1 
more  to  mine  a  ton  of  coal  now  than  It  did  20  years  aso.  The  finest  veins  have 
mostly  l)een  worked  out.  Now  veins  are  often  mined  wnich  are  not  more  than  2J 
feet  tfiick.  The  mines  are  deeper  in  most  instances.  While  formerly  it  cost  perhaps 
1100,000  to  open  a  mine,  sinkmg  a  shaft  200  or  300  feet,  some  collieries  now  can  not 
be  workal  before  81,000,000  has  lieen  invested  in  preparation  and  shafts  have  been 
sunk  1,500  feet  There  liave  lieen  many  instances  in  the  jtast  where  mines  have 
been  opened  by  means  of  tunnels,  which  serve<l  to  drain  the  water,  but  at  present 
much  of  the  coal  which  is  being  mined  is  below  the  sea-level  and  enormous  pump- 
ing apparatus  is  accordingly  necessary.  The  increased  depth  also  adds  to  the 
expense  of  supporting  the  roofs  of  the  mines  on  account  of  the  enormous  superin- 
cumbent weight 

The  influences  which  have  increased  the  cost  of  mining  in  the  past  will  necepsarily 
increase  its  cost  further  in  the  future,  since  the  witness  knows  of  no  sufficiently  |>ow- 
erful  influences  working  the  other  way.  The  price  of  coal  wiil  ultimately  nave  t<) 
be  advanced  if  it  is  to  cover  the  cost  at  all.     (606, 607. ) 
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Mr.  McLeod  declares  that  the  avenge  cost  oC  prodncing  anthracite  coal,  iucludiiuF 
chai^ee  for  improvements,  depr«ciatioti,  taxee,  and  inmirarice,  is  $1.59  per  ton.  it 
interest  on  the  value  of  coal  lands  be  added  it  brings  the  cost  to  11.90  per  ton.  Thia 
does  not  include  anything  for  the  coal  except  the  interest  on  the  value  of  lands  held. 
The  witness  has  also  calculated  that  the  aver^iie  freight  rate  ia  about  (1.60  per  ton 
to  tide  water.  The  average  price  at  tide  water  for  20  years  has  been  13.48  per  ton, 
the  highest  price  having  been  $3.96  per  ton  (as  Che  average  for  the  year). 

An  important  element  to  be  considered  in  the  cost,  Bays  Mr.  McLeod,  is  the  chance 
involved  in  the  sinking  of  shafts.  A  new  collierv  plant  must  be  estabhshed  about 
every  30  years,  since  the  coal  which  can  be  reached  liy  one  shaft  is  usually  exhausted 
in  that  time.  When  the  shaft  is  sunk  it  may  be  found  that  a  vein  which  was  per- 
fect a  I'ew  hundred  feet  away  has  broken  and  disappeared.  The  difference  in  the 
coet  of  mining  in  different  shafts  is  very  great  and  can  not  be  estimated  in  advance. 

There  is  a  gradual  increase  in  the  ctwt  of  mining  coal  as  the  suiipiies  become 
exhausted  and  the  mines  go  deeper.  In  some  instances  there  are  as  many  as  IS 
veins  and  the  lowest  may  l>e  down  3,000  feet.  It  not  only  («ete  more  to  handle  coal 
but  in  the  deeper  mines  more  water  is  encountered.  The  Reading  mines  have 
pumped  in  recent  yean  2}  tons  of  water  for  every  ton  of  coal.     (565,570,571.) 

Mr.  Stearns,  president  of  Ooxe  Bros.  &  Co.,  says  that  it  is  very  diflicult  to  esti- 
mate the  cost  of  mining  coal.  The  local  conditions  in  every  mine  and  every  seam 
of  a  mine  vary.  A  seam  may  be  in  good  ixindition  to-day  and  to-morrow  there  may 
be  an  explodon  or  a  fall  from  the  roof  or  a  flood  which  will  result  In  very  coorider- 
able  damage.  A  mine  can  not  be  operated  on  a  narrow  margin  of  profit  because  of 
this  uncertunty. 

While  there  have  been  improvements  in  the  methods  of  mining,  and  while  there 
have  laeen  especially  improvements  in  transportation  of  anthracite  cool,  which  have 
reduced  the  cost,  the  actual  cost  of  mining  has  not  decreased,  but  has  increased 
steadily,  and  will  continue  to  do  so.  As  mmes  become  deeper  it  costs  more  to  ven- 
tilate and  pump  them  as  well  as  to  lift  the  coal.  Interest  on  land  held  for  future 
development  ought  to  be  included  in  the  cost,  but  the  witness  seems  to  doubt 
whether  the  producers  have  usually  been  able  to  earn  much  interest  on  such 
investments.     (584, 594, 595. ) 

Mr.  Walter  says  that  20  years  or  more  a^  the  cost  of  mining  anthracite  coal  was 
much  less  than  at  present  Most  of  the  mining  was  done  above  water  level ;  drifts 
or  tunnels  were  used  and  the  coal  was  above  the  level  of  these  so  that  the  mine 
dr&ined  itself.  At  present  most  mines  are  below  water  level  and  work  by  vertical 
shafts.  Formerly  Uie  cost  of  opening  s  mine  and  e»<tabliehing  breakers,  etc.,  was 
comparatively  small,  but  now  it  is  very  much  greater.  The  Lehigh  Vallev  com- 
pany is  just  completingone  colliery  operation  which  will  cost  over  $500,000.  iSventv 
yean  ago  many  operations  costing  $25,000  or  $30,000  would  produce  as  much  coal. 
There  has  been  a  vast  improvement  in  the  machinery  and  metliods  of  handling  coal, 
bat  the  other  items  of  expense  have  increased  in  greater  proportion  than  the  saving 
from  these  improvements.     (544.) 

Mr.  Saward  saya  that  the  expense  of  mining  anthracite  coal  has  increased  dnring 
the  past  20  or  30  veors.  Machines  have  been  introduced  but  more  difficult  veins 
have  to  be  worked.  The  price  of  powder  has  de<'lined  materially.  It  was  formerly 
aboat  $2.76  per  keg,  and  is  now  $1,50.  Powder,  however,  is  not  a  very  large  item. 
About  1,500,000  kegs  of  powder  and  4,000,000  pounds  of  dynamite  are  used  in  get- 
ting out  80,000,000  tons  of  annual  product  of  coal.     (511.) 

Mr,  8award  thinks  it  is  impossible  to  get  anything  like  accurate  statements  as  to 
the  cost  oi  producing  a  ton  of  anthracite  coal.  One  inay  take  the  reports  of  the  com- 
panies showinK  the  coats  of  operation  and  divide  the  cost  by  tlic  nunibcr  of  tons  pro- 
duced. But  this  is  usually  misleading,  because  of  the  different  methods  of  charging 
up  expenses  to  different  accounts.  It  is  a  frequent  practice  to  charge  to  the  account 
of  permanent  improvement  expenses  which  should  have  gone  into  the  running 
account  of  costs.    Wages  are  about  85  per  cent  of  the  cost  of  production.     (515.) 

Mr.  Flekino,  of  the  Anthracite  Coo!  Operators'  Association,  declares  himself  unable 
to  give  any  estimate  as  to  the  cost  of  producing  coal.  The  wist  varies  gristly  at  each 
mine  in  accordance  with  the  distance  from  tide  water,  the  amount  of  tract  an  opera- 
tor ueee,  the  thickness  and  character  of  the  vein  operated,  the  depth,  etc.     (540. ) 

Mr.  Walter  says  that  the  geological  formation  and  characterititics  of  the  different 
mming  districts  vaiy  greatly  and  that  the  expense  of  mining  differs  accordii^ly.  In 
general  the  Schuylkill  and  Mahanoy  districts  and  the  whole  southern  and  middle 
west«m  field  is  more  expensive  to  operate  than  the  northern  field.  The  northern 
field  is  being  worked  more  rapidly  and  will  probably  be  exhausted  sooner.     (547.) 

3.  Erhautlion  of  eoai  landg.—filT.  Steabns,  president  of  Coxe  Bros.  &  Co.,  says  that 
it  was  the  pncUce  of  the  Susquehanna  Cool  Company,  which  has  affiliated  with  the 
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Feimeylvuii&  Railroad,  to  iet  aside  a  certain  amoant  of  money  yearlv  to  cover  the 
exhaustion  of  the  cool  property.  It  is  tlie  wiecet  policy  to  make  eacn  a  provinon; 
the  company  which  does  not  do  bo  will  find  itaeu  out  of  capital  when  the  mine 
becomes  exhausted.     (5S4. ) 

4.  Soyaltiet  on  coal  Umd». — Mr.  Saward,  of  the  Coal  Trade  Journal,  »ys  that  the 
most  fortunate  men  in  the  anthracite  busineie  ie  the  owner  of  the  lands,  who  does 
nothing,  and  who  usually  gets  about  25  cents  per  ton  royalty.     (519. ) 

5.  Ardhradle  cool  in  Cowrado. — Mr.  GaimTH,  representing  the  Denver  Chamber 
of  Commerce,  says  that  a  conaiderabie  amount  of  anthracite  coal  is  beii^  prodnced 
in  Oilorado,  and  that  it  is  generally  believed  that  there  is  a  large  supply  in  the 
mountains.  There  is  comparatively  little  difference  in  quality  as  compared  with 
Pennsylvania  eoal.     (867.) 

1.  < 
eei.- 

Mr.  &TEAHN9,  president  of  Coxe  Bros.  &  Co.,  says  that  some  of  the  clai 
miners  in  the  strike  of  1900  were  just.     The  conditions  can  be  understood  only 

reference  to  the  earlier  relations  of  the  employers  and  employees.  In  IST6 
operators  agreed  upon  the  sliding-scale  sy^m  for  the  payment  of  miners. 
The  price  for  each  class  of  labor  wss  fixed  at  a  certajn  late  on  the  basis  of  a  tide- 
water price  of  $5  per  ton  for  anthracite  coal.  For  every  advance  or  decline  of 
10  cents  in  the  price  of  coal  wages  were  to  rise  or  fall  1  per  cent.  The  price  of 
coal  fell  BO  greatlv  at  tide  water,  especially  because  of  the  reduction  in  freight 
charges  between  the  mines  and  tide  water,  that  it  would  have  been  unjust  to  the 
miners  to  let  wages  fall  in  that  proportion.  Accordingly  the  tide-water  price  was 
calculated  on  the  basis  of  a  freignt  rate  of  12.50  per  ton  in  fixing  wages,  1.  e.,  the 
actual  freight  was  deducted  from  the  tide-water  price,  and  $2.60  was  then  added. 
There  had  oeen  an  advance  of  wages  during  the  summer  of  1900  under  the  sliding 
scale  of  about  5  per  cent-  The  miners  demanded  that  the  entire  system  be  abolishetC 
and  also  demanded  an  increase  of  wages  and  a  reduction  in  the  price  of  powder. 
Ten  per  cent  advance  was  eranted  and  powder  was  reduced  from  $1.75  to  $1.60.  The 
witness  thinks  that  the  reduction  in  powder  would  have  taken  place  without  a  strike, 
and  that  probably  there  would  hai'e  been  an  advance  of  wages  without  the  strike. 
The  witness  seems  doubtful  a^  to  whether  the  price  of  coal  can  be  kept  high  enough 
to  compensate  the  operators  tor  the  increase  of  wages.     (593, 694.) 

Mr.  Thomas,  president  of  the  Erie  Railroad,  declares  that  pnor  to  the  strike  of 
1900  in  the  anthracite  field  there  had  been  no  strike  for  20  vears.  I^bor  was 
fturly  well  paid.  The  relations  between  the  miners  and  their  employers  were  largely 
personal.  Employers  had  done  much  for  the  men  by  contributions,  establishment 
of  hospitals,  etc.  The  chief  difficulty  was  the  lack  of  steady  work.  Profeesional 
agitatora  came  into  the  coimtry  and  took  advantage  of  this  last  circumstance.  They 
brought  the  great  majority  of  the  miners  into  the  United  Mine  Workers  and  caused 
the  strike.     (557.) 

Mr.  Haddock,  mdependent  coal  operator,  thinks  that  the  demands  of  the  miners 
in  the  anthracite  strike  of  1900  were  just.  The  railroad  companies  refused  to  arbi- 
trate,  but  one  oi  their  reasons  was  the  feeling  that  the  men  were  irresponsible  in 
car^imr  out  the  decisions  of  arbitrators  or  agreements.     (533. ) 

Mr.  Walter  of  the  Lehigh  Valley  Railroad,  eays  that  the  demands  of  the  minera 
In  the  strike  of  1900  were  acceded  to.  He  hardlv  knows  whether  to  consider  them 
just  or  not.  The  strike  has  not  injured  the  railroad  companies  up  to  the  present 
time,  but  has,  if  anything,  been  temporarily  beneficial  hy  permitting  an  exhaustion 
of  the  surplus  stocks.  The  public  is  paving  more  for  coid  as  a  result  of  the  strike. 
(546.) 

Mr.  Saward  thinks  titat  the  contention  of  the  United  Mine  Workers  in  the  strike 
of  1900  was,  in  general,  just.  Moreover,  the  strike  resulted  to  the  advantage  of  the 
railroad  companies  themselves,  by  restricting  production,  which  thev  had  been 
unable  to  agree  upon  among  themselves.  The  United  Mine  Workers  claim  now  to 
have  SO  per  cent  of  the  actual  anthracite  miners  among  their  members.     (519,  520.) 

Mr.  Flehi;jo,  of  the  Anthracite  Coal  Operators'  Association,  thinks  that  while 
part  of  the  demands  of  the  miners  in  the  strike  of  1900  weie  perbape  just,  tbe  gen- 
eral demand  was  unfair.     (542.) 

2.  Violence  in  etrikt  of  1900. — Mr.  Stbarhs,  president  of  Coxe  Bros.  A  Co.,  says  that 
the  men  at  his  collieries  did  not  want  to  strise.  Only  at  one  colllerv  did  any  quit 
work  at  the  b^inning  of  the  strike,  only  64  out  of  3,500  employed  by  Coxe  Bros, 
going  out.  But  the  union  men  threatened  and  intimi<^ted  the  miners  who  remuned 
at  work,  called  them  "  sralw,"  and  used  every  possible  means  to  make  ttiem  quit. 
The  number  of  men  working  was  gradually  reduced  until  October  11,  when  the 
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other  men  were  wounded.  The  companv  accordingly  posted  a  notice  that  it  would 
qnit  OD  account  of  the  danger  to  the  employees.     (592, ) 

3.  i^eet  of  itrike.  (See  also  above,  Fnca.) — Mr.  Hardock,  iadepeadent  coal 
operator,  believes  that  the  abike  of  the  anthracite  minera  bae  had  a  beneficial  result 
upoD  the  operatoni  and  the  railroads.  The  railroads  had  previously  undertaken, 
not  always  succesfully,  to  restrict  production,  in  order  to  mainttun  hi^h  prices  and 
ratcfi  of  tranapoTtatioii.  The  strike  raetricted  production  and  raised  pncee.  Never- 
theless, it  was  unfortunate  that  it  should  be  necessary  to  resort  to  a  strike  to  set 
these  results.  It  is  tme  that  dnring  and  after  the  strike  many  retail  dealeis,  wLo 
bad  made  contracts  to  furnish  coal  at  lower  prices,  lost  considerable  some  by  the 
advance.     (627,528.) 

Mr.  McLbou  says  that  the  strike  of  1900  undoubtedly  advanced  the  price  of  coal 
beyond  what  it  would  otherwise  have  been.  There  was  a  strike  in  1887  which 
forced  the  price  of  coal  from  an  average  of  (3.67  in  that  year  to  an  average  of  ^.86 
in  1S8S.  'Hie  witness  hardly  thinks  that  the  price  of  coal  has  f^ne  up  enough  to 
recompense  the  producers  for  the  higher  wages  pAid  to  the  miners.  Perhaps  the 
strike  may  be  said  to  have  resulted  advantageously  to  the  railroads  and  opeiatora  as 
well  as  to  the  mineis,  but  the  witness  knows  that  the  employera  did  not  want  the 
strike  to  occur.    (574.) 

4.  Labor  orgamiuUioni  in  the  atakraciU  jiM. — Mr.  McLeod  is  inclined  to  think  that 
workingmen  make  a  mistake  when  they  del^ate  their  power  to  some  other  person 
or  body,  snch  as  the  labor  organizations.  He  thinks  that  the  men  in  their  aggre- 
gate capacity  can  meet  their  employera  directly.  On  the  other  hand,  he  implies 
ttuit  io  the  case  of  a  great  body  of  men  like  the  antliracit«  coal  workers  some  form 
of  orgauization  is  necessary  for  dealing  with  employers  at  all.  The  policy  of  the 
witness  when  he  was  at  the  head  of  the  Reading  Railroad  was  not  to  raise  the  ques- 
tion whether  a  man  belonged  to  a  labor  organization  or  not.  He  dealt  with  the 
men  so  lonR  as-  they  were  respectful.  Mr.  McLeod  thinks  that  the  demand  made 
by  the  anthracite  miuws  in  the  spring  of  1901,  that  they  should  receive  formal 
recognition  for  the  Di;^niKation  of  the  United  Mine  Workers,  was  unnecessary,  since 
the  lact  that  the  operators  actually  dealt  with  the  union  in  1000  and  advanced 
wases  amounted  to  a  recognition. 

Hr.  HcLeod  seems  disposed  to  think  that  the  concessions  made  to  the  minein  in 
1000  were  jnstiflable,  bnt  he  says  that  it  often  happens  that  when  one  concession  is 
made  woriungmen  are  encouraged  to  go  on  and  make  other  demands  which  are  not 
justifiable. 

This  wibiesB  thinks,  further,  that  the  minets  will  ^t  higher  wages  as  the  reeult  of 
the  morement  toward  community  of  interest  which  is  now  going  on.     (575,  676. ) 

6.  Wage*  of  coal  ntinen. — Mr,  McLson  says  that  he  estimates  the  average  wages  of 
cool  miners  throughout  the  year  at  940  per  month.  About  12  per  cent  of  the  whole 
number  are  boys,  who  receive  about  half  this  rate.  The  greater  cost  of  producing 
anthracite  is  shown  bv  the  (act  that  it  requires  146,000  men  to  produce  47,000,000 
tons  of  anthracite,  while  91,000  men  in  Pennsylvania  produced  73,000,000  tons. 
(567). 

'  Mr.  McLeod  says  that  some  coal  miners  work  by  the  day  and  others  take  contracts 
by  tbe  ton  or  car.  The  average  wages  for  foremen  above  ground  are  $2,71  per  day; 
for  mechanics  above  nound,  |l,92:  for  laborers  above  ground,  tl.29,  and  for  boys 
under  16,  62  cents.  Beiow  ground  foremen  get  f3.05  on  average;  miners,  $2.40; 
laborers,  $1.63,  and  boys  under  16,  89  cents.  The  aven^  number  ol  days  worked 
'is  about  200  per  year.     (574, ) 

*'      'Iarris,  late  president  i 
n  Company  has  alwayF 

o  recognize  the  right  of  the  miners  to  organize.  There  has  been  less  friction 
uian  in  the  case  of  any  of  the  other  coal  companies,  Mr.  Harris  believes,  personally, 
that  labor  has  the  same  right  to  otvanize  as  capital,  and  that  it  also  bas  the  power  to 
do  so.  He  thinks  that  organized  labor  should  have  a  voice  in  fixing  the  wages  and 
other  conditions  of  labor.     (611.) 

Mr.  Stbabks,  president  of  Coxe  Bros.  &.  Co.,  says  that  during  August,  before  the 
strike  of  1900,  the  average  earnings  of  men  and  tmys  in  the  mines  of  that  company 
were  between  $43  and  $44  aft«r  making  all  deductions.  About  half  of  the  men 
incltided  under  this  average  were  miners,  the  other  half  were  common  laborers, 
drivers,  door  boys,  etc.  This  average,  however,  would  not  be  typical  for  the  entire 
yew  faeouise  the  mines  were  working  full  during  August,  and  tney  did  not  at  all 
times.    The  witness  submitted  a  statement  showing  the  number  of  days  worked  each 
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month  bj  the  (trnployees  of  Coie  Bros.  &  Co.  at  their  various  uinei.  The  calculv 
tion  ia  ^ven  by  houre,  Eatjmatiug  10  hqpre  to  a  day,  it  appears  that  the  total  num- 
ber of  days  worked  ranged  from  IM  atotieof  the  mioee  to  265  at  another.  Theaver- 
Bge  for  all  the  mines  was  223  days  of  10  hours  each.  Of  course,  if  the  day  be 
counted  as  8  or  9  hours  the  figures  are  correspond infily  increased.  The  number  oj 
hours  worked  was  also  reduced  by  the  strike  in  October.     (593. ) 

Mr.  Sa WARD  believes  that  the  miners  in  the  anthraiiite  field  are  satisfied  at  present 
They  are  ^tting  good  prices  and  full  work.  They  can  not  work  6  days  in  the 
week  on  account  of  the  severity  of  the  work.  Two  hundred  and  fifty  days  per  year 
ia  as  lone,  on  the  average,  as  they  ought  to  work.  That  number  of  days  has  not 
been  reached  in  the  past,  but  probably  will  be  in  the  future.      (519.) 

Mr.  Grbene,  of  the  Audit  CJompany,  of  New  York,  declares  himself  in  favor  of 
proper  remuneration  for  anthracite  miners.  He  thinks  that  they  should  be  pei^ 
mitted  to  organize  unions,  and  that  by  conciliation  between  the  unions  and  the  opera' 
tors,  with  arbitration  in  case  of  necessity,  the  conditions  of  labor  should  be  fixed. 
(474. i 

6.  rfatioitality  of  coal  miners. — Mr.  Stkaknb,  president  of  Coxe  Bros.  &  Co.,  says 
that  out  of  3,250  employees  of  Coxe  Bros.  A  Co.  only  990  are  American,  while  many 
of  these  are  of  foreigii  extraction.  About  20  years  ago  all  of  the  miners  were 
Welsh,  Irish,  and  German,  with  a  few  Americans  and  English.  There  were  no 
Hungarians  and  Poles,  Now  most  of  the  younger  generation  of  the  We^h  and  Irish 
have  left  the  mines.  Their  parents  desire  to  i^ve  them  better  opportunities  and 
better  education.  Austrians,  Hungarians,  Poles,  and  Italians  have  come  in  and 
taken  their  place. 

Mr.  Steams  says,  further,  that  the  proportion  of  foreign  miners  in  the  mines  of 
Coxe  Bros.  &  Co.  is  less  rather  than  greater  than  the  proportion  in  other  mines. 
Coxe  Bros.  &  Co.  have  retained  many  of  their  older  miners  because  they  have  given 
them  better  treatment  than  is  customary  in  the  anthracite  business. 

The  witness  declares  that  it  is  not  true  that  foreign  labor  was  imported  by  Coze 
Bros.  &  Co.  or  that  any  of  the  anthracite  companies  nave  directly  imported  foreign 
tabor.  The  foreipiers'  who  liave  come  from  time  to  time  have  sent  back  word  to 
their  friends  of  the  great  improvement  in  their  conditions  here,  and  their  friends 
and  relatives  have  come  to  join  them  in  droves.  Before  the  foreigners  became  scat- 
tered generally  in  the  coal  fields  this  practice  gave  the  appearance  of  importation. 

The  Poles  and  Hungarians  seem  to  show  little  disposition  to  become  American 
citizens  or  to  remain  permanently  in  this  country.  At  election  time  both  parties  try 
to  get  them  naturalized.  During  the  strike  of  1900  targe  numbers  of  tbeee  Eoreignere 
went  back  to  their  homes,  saying  that  they  wonid  return  later  on.  They  make 
enough  at  mining  to  enable  tnem  to  become  independent  in  their  own  countries. 
(595,596.) 

7.  Employment  of  children  in  anlhracUe  minei. — Mr.  Saward  says  that  the  law  of 
Pennsylvania  prohibits  the  employment  of  children  less  than  14  years  of  age  in 
under-ground  work.     A  few  over  that  age  are  employed  as  door  boys.     (616. ) 


A.  Bail\ra)'  leslslKtlon  fienerally. — Mr.  Thomas,  president  of  the  Erie 
Rutniad,  thinks  that  great  caution  ought  1o  be  exercised  in  legislation  r^iarding 
tnmsporlation  aysteme.  The  surplus  wealth  of  the  country  is  very  largely  invested 
in  transportation,  and  it  can  not  be  unfavorably  affected  without  injuring  the  whole 
country.  The  many  owners  of  securities  and  the  army  of  railroad  employees  must 
lie  conBi<iered.  The  forces  which  have  made  this  country  able  to  transport  freight 
cheaper  than  any  other  country  ought  to  tw  left  chiefly  to  work  out  their  own  proli- 
lems  without  le^slation  or  interference.     (560.) 

Mr.  ScHiFF,  banker,  doeanot  think  our  Oovemment  is  adapted  to  become  the  owner 
of  railroad  and  tel^raph  lines.  He  believes  the  silent  laws  of  nature  are  better  cor- 
rectives than  any  written  laws  can  ever  become,  but  it  is  the  right  of  theGovemmeni 
to  regulate  those  concerns  tliat  exist  as  its  servants.  He  has  not  given  the  matter 
of  Government  control  of  nulroads  sufficient  thought  to  give  any  definite  opinion  a." 
toitsmerilB.     ("77.) 

B.  Poivera  of  Interstate  Commerce  CommlMlon — Propoaed 
amendments  of  laiv.—l.  General.— Mr.  WiLHON,of  Cincinnati.declaresthatthere 
is  no  remedy  for  discriminations  between  places  by  appeal  to  the  Interstate  Commen* 
CommissioQ.  Alt  the  commissioucan  do  is  to  develop  the  fa<'tsand  announce  its  opin- 
ion, but  it  has  no  l^;al  standing.    The  Western  people  are  so  thoroughly  discouraged 
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that  thej'do  notcare  to  purane  the  legal  remedy.    Therailways  paylittle  attention  to 
A  smaller  volume  of  business  ie 


affected  by  the  purely  local  State  boarde,  and  there  is  a  closer  intimacy  between  the 
DUUuurers  of  railroads  and  the  Stat«  boardtt  than  between  the  railroads  and  the  Inter- 
state Commerce  CommisHion.     Moreover,  in  some  of  the  States  the  railroad  o 


AoDS  have  the  definite  power  to  change  rat««.  The  self-intereet  of  the  lailways 
tbemselvee  will  in  time,  perhaps,  have  some  influence  on  the  railways  in  opening  a 
way  into  the  South  from  the  Western  manufacturing  centere.     (690,  691.) 

Mr.  Bacon,  freight  mana^r  of  the  Michigan  Alkali  Company,  believes  that  the 
Interstate  Commerce  Commusion  should  be  given  added  powers  such  as  those  pro- 
vided in  the  Cullom  bill.  It  should  have  power  to  control  claasiflcationB  and  rates 
made  by  milroads,  and  by  the  joint  traffic  association  for  the  entire  countt^  which  is 
proposed  by  the  witness.    The  fact  that  the  Government  gives  to  the  railroads  the 


ngnt  to  condemn  private  property,  tear  down  a  man's   home,  and  that  it  grants 
them  public  franchises  and  employs  them  to  carry  the  public  mails,  gives  to  the 
Government  the  right  to  deinand  supervision  over  the  railroads.     (76.) 
Hr.  Jackson,  a  member  of  the  Manachusetta   State  board  of   railroad  c 


eioners,  says  that  he  does  not  see  any  reason  why  the  powers  of  supervision  poeseBsed 
by  the  Maawchueetts  board  of  railroad  commissioners  should  not  he  extended  to 


e  InteiBtate  Commerce  Commiaion.      (See  below,  p.  < 

Mr.  Davant,  commissioner  of  the  Memphis  freight  bureau,  believes  that  Congrea 
should  clothe  the  Interatate  Comment  Commission  with  power  to  fix  rates  in  correc- 
tion of  discriminations  between  points,  the  rates  fixed  to  remain  in  force  until  over- 
ruled by  a  court.  The  representatives  of  the  bureau  advocate  the  adoption  of  the 
Cultom  bill  with  a  few  changes,  Thev  do  not  desire,  however,  to  enforce  strictly 
the  provision  that  no  more  shall  be  cnarged  for  a  short  haul  than  for  a  long  one. 
The  oureau  also  advocates  the  provision  that  the  Interstate  Commerce  Commission 
may  examine  the  books  of  railroads  by  means  of  common  inspectors.     (6, ) 

Mr.  GsEBNE  thinks  that  the  tendency  toward  rulroad  consolidation  may  make 
additional  control  by  the  Interstate  Commerce  Commisdon  nec-essary,  though  the 
precise  nature  of  such  control  he  does  not  discuss.  Railroads  are  willing  to  submit 
to  reasonable  scrutiny  bv  the  commission,  but  do  not  wish  to  be  dictated  to  con- 
tinually.    (473. ) 

Mr.  Grii-fith,  representing  the  Denver  Chamber  of  Commerce,  has  no  definite 
conviction  as  to  the  increase  of  the  powers  of  the  Inteistate  Commerce  Commission. 
He  says  that  Denver  merchants  thmk  the  commission  ought  to  have  more  power, 
and  would  favor  allowing  it  to  approve  rates  promulgatMl  in  the  first  instance  by  rail- 
roads, but  not  power  to  fix  the  rates  themselves  at  the  outset.  Conditions  vary  so 
materially  that  members  of  the  commission  who  are  not  railroad  men  would  be 
nnable  to  determine  properly  what  the  rates  should  be.  A  late  that  would  be  very 
extravagant  in  the  East  would  not  be  extravagant  in  Colorado.  The  witness  also 
thinks  that  it  would  probably  be  best  for  the  decisions  of  the  interstate  Commerce 
Commission  not  to  go  into  force  immediately  in  case  appeal  were  taken  from  them 
by  the  railroads.     (857.) 

Mr.  WooDLocx,  railroad  editor  of  the  Wall  Street  Journal,  does  not  consider  the 
Interstate  Commerce  Commission  a  very  powerful  body.  He  believes,  however, 
that  it  has  done  a  great  deal  of  good  in  protecting  the  public  against  exorbitant 
rates.  It  has  promoted  free  discussion  and  knowl^ge  of  the  facts.  This  system  of 
uniform  reporting  has  been  advantageous. 

It  is  a  fact  that  the  Interstate  Commerce  Commission  is  without  power  to  enforce 
its  decisions  if  an  appeal  is  taken  to  the  courts.  Mr.  Woodlock  believes  that  such  a 
matter  aa  the  reduction  of  rates  could  hardly  be  delegated  to  any  authority  short  of 
the  Supreme  Court.  Indeed  the  witness  will  be  sorry  to  see  the  power  to'  fix  rates 
in  the  first  instance  given  to  any  public  authority.  It  may  be  proper  to'  r^ni'ate 
long  and  short  haul  rates,  and  to  endeavor  to  prevent  discrimination,  but  the  deter- 
mination of  rates  generally  is  a  matter  which  must  be  left  to  the  railroad,  since  no 
other  authority  is  competent.  The  only  thing  that  flnallv  must  and  should  deter- 
mine rates  is  free  trade  in  railroads,  free  construction,  and  competition,  which  will 
establish  rates  reasonable  by  their  very  nature. 

Mr.  Woodlock  does  not  tnink  that  the  Interatate  Commerce  Commission  should 
have  authority  to  put  its  decisiona  into  immediate  effect  when  an  appeal  is  taken  to 
the  court 

The  heaiinic  of  an  appeal  may  last  for  months,  and  if  the  decision  is  finally  in 
favor  of  the  nulroad,  it  has  much  less  remedy  as  against  the  shippers  than  the  snip- 
pers would  have  against  the  railronit.     It  is  true  that  it  sometimes  takes  years  U     '^ 


kes  years  to  get 
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decifliona  through  th«  Supreme  Court,  but  the  Supreme  Court  can  not  be  hurried. 
(464,465.) 

Profeaeor  Kiplbv  mye  that  a  modificatioD  of  the  law  ao  that  the  increase  of  stock 
by  interstate  railwavB  would  be  prohibited  without  a  goyemmental  permit  would 
give  tbe  Interatate  Commerce  CommiBaiou  a  certain  coutrol  over  the  roade,  ioaamuch 
fui  the  commieeion  would  have  eomething  which  the  roade  wanted  and  which  the 
commieaion  alone  could  give.  It  might  go  far,  therefore,  to  suppl}'  the  present 
inability  of  the  commiBsion  to  preecnbs  what  latee  are  reasonable  and  what  are 
not     {303.) 

2.  Eclengion  of  the  fxnixri  of  the  InttrtUiU  Qmaaerce  Oommiwion. — Mr.  Lanolby,  of  the 
Merchants'  Association  of  New  York,  says  that  the  merchants  would  welcome  some 
extension  of  tiie  powers  of  the  Interstate  Commerce  Commission.  Therf  should  be 
power  lodsed  somewhere  that  could  take  up  questions  of  rates  and  determine  what 
IS  reasonable.  It  is  entirely  optional  now  with  the  railroads,  no  matter  how  meri- 
torious a  demand  may  be,  whether  they  will  pay  any  attention  to  it.  The  witneee 
quotes  from  a  statement  of  bis  made  at  the  commerce  convention  in  St.  Louis  some 
years  ago,  showiug  the  position  taken  by  that  body,  as  follows,  viz: 

"(1)  That  the  InterBtate  Commerce  Commiaelon  should  conHst  of  at  leasts  mem- 
bers, among  whom  shall  be  lawyers,  railroad  experts,  and  represenlatives  of  the 
shipping  public;  (2)  that  the  commiasionem  should  be  appointed  to  hold  office  dur- 
ing good  behavior,  as  in  the  case  of  the  United  States  Supreme  Court;  (3)  that 
pommon  carriers  should  be  given  the  right  to  enter  into  a^«ement8,  approved  by 
the  commission,  in  respect  to  interstate  commerce  only  for  the  purpose  oi  carrying 
into  effect  the  provisions  of  the  act." 

The  witness  approves  of  the  general  provisions  of  the  CuUom  bill.  Consolidation 
or  the  community  of  interest  ofi^lroads  will  not  necewarily  relieve  tbe  public  from 
the  need  of  protection,  though  it  may  lessen  the  necessity.  Thecommunityof  inter- 
est would  eliminate  competition  (which  the  witness  regards  as  a  dangerous  thing  in 
transportation  matters)  by  groupmg  the  roads  together  and  practically  making  one 
road  of  all.  At  present  tne  Interstote  Commerce  Oommjsaion  does  not  seem  able  to 
enforce  its  orders.     There  is  no  encouragement  for  the  shipper  to  file  a  complaint. 

The  commission  has  on  its  docket  numerous  cases  that  have. not  been  reached, 
some  of  which  have  been  pending  for  years.  He  does  not  know  that  the  delay 
is  any  fault  of  the  law.  Many  cases  arise,  no  doubt,  where  questions  are  very  intricate 
and  important,  so  that  a  decision  may  be  difficult  to  t«ach.  The  witness  submits 
a  statement  read  by  him  at  the  Interstate  Commerce  law  Convention,  held  at  St. 
Louis  for  the  purpose  of  taking  action  to  secure  the  passage  of  the  Culiom  bill  at 
the  last  session  of  Congress.  Among  other  tilings  siWestedin  this  paper  is  that  the 
Interstate  Commerce  (^mmission  should  be  removea  from  all  suspicion  of  political 
inQuence,  so  that  in  the  eyes  of  the  public  it  may  stand  upon  a  plane  similar  to  that 
occupied  by  the  Supreme  Court  of  the  United  States,  and  to  bring  this  about  tbe 
writer  suggests  that  a  life  tenure  would  be  proper. 

As  the  railroads  IxK^me  more  and  more  consolidated,  the  fixing  of  Taiea  by  these 
large  corporations,  to  be  approved  by  the  Interatate  Commerce  Conimission,  will  be 
simplified.  The  Interstate  Commerce  Commission,  in  order  to  pass  intelligently 
upon  the  subject  of  rales,  must  have  an  intimate  knowledge  of  the  rate  Question.  It 
is  impossible  fur  the  commission  to  make  rates.  If,  however,  the  commission  should 
have  a  life  tenure  and  should  be  properly  constituted  the  objections  might  be 
obviated.  The  power  to  change  rates,  which  many  people  think  the  commision 
ought  to  have,  is  practically  the  jKDwer  to  make  rates,  and  the  witness  would  not 
want  to  have  the  power  to  make  the  rates  taken  entirely  away  from  the  railroads. 
Beferring  to  a  remark  made  by  a  railroad  president  that  he  would  rather  have  a  place 
on  the  Interstate  Commerce  Commission,  iihe  was  venal  and  inclined  to  make  money, 
than  to  have  a  free  license  to  loot  the  United  States  Treasury,  the  witness  says  that 
the  same  remark  might  be  made  of  the  Supreme  Court.  Somebody  must  be  trusted, 
and  there  is  no  reason  why  a  man  can  not  be  just  as  honest  on  the  Interstate  Com- 
merce Commission  as  lie  can  on  the  Supreme  Bench.  The  witness  would  make  the 
Interstate  Commerce  Commission  piactically  a  judicial  body.  He  would  not  qnee- 
IJon  a  decision  or  ruling  of  the  Supreme  Court  on  ordinary  matters,  but  on  the  qDe«- 
tion  of  rales,  where  the  facts  are  intricate,  he  would  not  give  it  audi  great  weight 

The  desire  of  the  witness  is  to  give  the  commission  power  to  disapprove  a  rate  and 
prevent  it  from  going  into  operation.    This  would  practically  be  equivalent  to  the 

Kwer  to  fix  ral«s.  Replying  to  the  question  as  to  whether  putting  a  decision  of  the 
t«rBtate  Commerce  Commission  into  immediate  effect,  notwithstanding  it  may  be 
appealed  from,  would  induce  great  confusion,  the  witness  thought  it  would  not 
neceaeerily  do  so,  and  be  does  not  think  it  would  interfere  with  the  steadiness  of 
iHtee.     (877-.882.) 
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3.  Sote-makiag  powtr. — Mr.  Wil8on,  of  the  Cincinnati  Board  of  Trade,  iayi  that  h« 
ret^ognizes  a  diatincttoii  between  the  power  to  prescribe  rates  in  the  fiiBt  inBtanceand 
the  power  to  approve  those  rates  when  promulgated  by  the  railruada.  The  proper 
order  of  procedure  should  be  thet  every  railrwid  should  promulgate  ito  ratee  and 
should  have  the  right  to  enforce  them  until  they  are  proven  wrong,  the  burden  being 
upon  the  _party  proceeding  against  them.  It  ia  a  fair  presumption  that  railway 
managers  intend  to  make  an  equitable  tariS,  but  they  may  err,  and  should  not  have 
the  authority  to  pass  final  gentfnce  upon  their  own  errore.  In  the  winter  of  1900  the 
mlrood  companies  advanced  rates  throAighont  the  Southern  country  from  25  tA  50 
per  cent  on  about  30  per  cent  of  the  comnaodities  that  were  shipped,  thus  levying  an 
addiUooal  tax  upon  the  people  of  several  millions  of  dollars.  In  some  inHt&nces  this 
worked  absolnte  oppression,  prohibition,  and  destruction  of  businecB.  The  decision 
as  to  whether  tboee  raten  ^ould  stand  or  not  rested  only  with  the  railroads  who 
made  them.  There  was  no  other  tribunal  before  which  the  matter  could  be  brought. 
If  the  Interstate  Commerce  Commission,  or  some  other  repteeentative  of  the  Govern- 
ment, had  had  the  right  to  suspend  those  rates  until  they  were  shown  to  be  justified 
it  would  have  been  very  mnch  better.     (690,  698. ) 

Hr.  BiPLEY  sa^s  that  the  placing  in  tne  hands  of  the  Interstate  Commerce  Com- 
mission of  the  right  to  approve  the  rates  of  the  diHerent  lines  of  railroads,  without 
giving  roads  the  right  to  pool,  would  not  bring  the  redress  that  pooling  would  give, 
aJthough  it  would  oe  an  advantage.  It  would  not  remedy  the  evil  of  underclassifi- 
catioD  unless  it  included  the  right  of  inspection.  The  right  to  pass  upon  rates  should 
be  given  to  the  Interstate  Commerce  Commission,  and  would  contribute  toward 
the  betterment  of  conditions.  Whether  the  practice  of  rate  cutting  and  personal 
discrimination,  which  can  not  be  stopped  by  the  railroads,  could  be  stoppw  by  an 
administrative  body  at  Washington  is  a  question.     (290.1 

Mr.  Teisbero,  secretary  of  the  State  Railroad  and  Warehouse  Commission  of 
Minnesota,  thinks  that  the  Interstate  Commerce  Commission  oughttohave  the  power 
which  bis  own  commission  has  in  its  State  of  regulating  or  reducing  rates  in  certain 
instances  upon  complunt.  It  ought  to  be  able,  after  proper  hearings,  to  adjust 
discriminations  between  localities  and,  perhaps,  between  commodities.  It  ought  not 
to  be  empowered  to  make  all  rates.     (372.) 

Mr.  Tbomas,  of  the  Erie  Railroad,  is  disposed  to  doubt  whether  the  Interstate 
Commerce  Commission  has  been  of  any  benefit  to  the  railroads  or  to  the  country  at 
lai^.  At  the  same  time  the  recomniendations  of  the  commiseion  have,  in  most 
respects,  been  followed  by  the  railroads.  It  would  not  do  to  say  that  the  commission 
has  accomplished  nothing.  It  affords  an  opportunity  for  thoee  who  think  they  have 
grievances  to  get  an  investigation,  and  if  tiiere  is  a  real  grievance  public  opinion 
usually  enforces  the  decision  of  the  Interstate  Commerce  Commission. 

Mr.  Thomas  does  not  think,  however,  that  the  commission  ought  to  have  the 
power  to  make  rates  or,  what  he  considers  practically  the  same  thing,  to  revise  rates. 
It  is  not  a  safe  thin^  to  put  into  the  hands  of  any  five  men  the  power  of  making  rates 
in  a  country  where  industries  are  so  diversified  and  numerous  as  here,  at  least  unless 
the  members  of  the  body  are  appointed  for  life.  It  is  not  safe  to  allow  politics  to 
interfere  in  the  matter.  There  would  be  no  better  opportunity  for  making  mone^ 
corruptly  than  would  come  to  a  member  of  the  Interstate  Commerce  Commission  if 
be  had  power  to  make  ratee  throughout  the  country.  The  witness  does  not  believe 
that  Congress  ever  intended  that  the  commi:«ion  should  have  this  power.    (557, 558. ) 

Mr.  McGovBBN,  chairman  of  the  Southern  Classification  Committee,  thinks  carriers 
oi^ht  to  be  allowed  to  make  their  own  rates,  which  of  course  should  be  reasonable 
in  themselves.  If  theshipperdoes  not  feel  that  he  has  been  fairly  treated,  he  ought 
to  appeal  to  the  courts,  and  the  carriers  ought  to  aid  or  assist  through  the  medium 
of  the  State  commissioners  or  the  Interetate  Commerce  Commission  by  sharing  the 
eKoenses  of  the  suit  He  does  not  believe  the  Government  ought  to  fix  the  rates. 
"The  seller  fixes  his  price.  •  •  •  If  it  is  a  yard  of  dry  goods,  there  is  no  recourse. 
In  the  case  of  a  common  carrier  there  is  a  recourse,  because  of  the  peculiar  business 
ir  functions  of  the  c( 


Itis  well  settled  that  the  i«te  must  be  just  and  reasonable,  and  that  the  courts 
have  authority  to  determine  whether  it  is  just  and  reasonable,  out  the  shipper  ought 
not  to  be  put  to  the  sole  expense  of  having  it  determined  whether  he  is  being  fairly 
treated.  Every  private  or  corporate  citizen  ouffht  to  aid  in  maintaining  a  tribunal 
which  wovdd  relieve  the  shipper  of  the  burden  and  cost  of  having  that  case 
determined  for  him.  "I  can  not  distii^uish  between  the  power  to  make  rates  and 
the  power  to  make  property  improfitahle;"  hence  the  State  ought  not  to  have  power 
to  fix  rates  for  the  transportation  of  people  or  articles.  Capital  invested  in  railroad 
business  ought  to  have  the  same  latitude  as  capital  invested  in  onv  other  kind  of 
business,  except  that  the  carrier  ought  to  be  m&de  to  fix  its  rates  at  lair  and  reason- 
able Sgnree,  to  be  determined  by  the  courts  if  disputed.    There  is  a  distinction 
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between  saying  Uwt  the  State  can  fix  the  rates  and  saying  that  the  courto  can 
determine  whether  the  rEit«  is  fair  and  reasonable.     (665-tMi8.J 

Mr.  URisn-oLn,  general  freightand  paeaengera^ent  of  the  Western  Maryland  Rail- 
road, thinks  that  to  submit  the  rates  of  the  railroads  to  the  Interstate  Commerce 
Commission  for  approval  would  be  to  submit  the  work  of  experta  to  those  who  are 
not  experts  in  that  particular  line  of  business.  It  would  be  a  most  gigantic  under- 
taking to  supervise  and  examine  the  rates  made  bv  all  the  railroads  of  the  connlry. 
(620.) 

Mr.  Stubbs,  of  the  Southern  E^iflc  Company,  thinks  that  the  Interstate  Com- 
merce Commission  has  all  the  power  it  needs  to  enforce  the  law  if  it  would  only 
exercise  it.  He  holds  that  It  would  be  dangerous  for  the  commission  iti  oppoee  the 
^neral  rate-making  power  and  that  its  attitude  in  oppoe^ing  the  leealization  of  pool- 
mg  in  order  to  compel  the  railroads  to  consent  to  an  increase  of  this  power  is  to  be 
condemned.     (766.) 

Mr.  McGovEBN  testifies  that  it  would  not  be  possible,  iu  his  opinion,  lor  the  Inter- 
state Commerce  Commission  with  its  present  functions  to  be  also  a  court  of  final 
resort  on  the  question  of  railway  rates,  nor  would  it  be  best  for  the  decisions  of  tlie 
commission  to  stand  on  the  Question  of  rates  until  reversed.  It  is  not  right  to 
assume  that  the  railroads  will  do  wrong  pending  the  final  decision  of  a  case  m  the 
courts.     (885.) 

Mr.  Wilson  says  that  the  board  of  trade  at  Cincionati  recommends  the  paceage  of 
the  Cullom  bill  or  some  like  measure.  The  most  important  matter  is  to  amend  the 
law  so  that  the  party  complaining  of  a  decision  of  the  commission  must  appeal  to  the 
courts.  The  finding  of  the  commission  should  be  regarded  as  prima  facie  correct, 
and  its  decinions  should  aland  npon  the  same  basis  as  the  decisions  of  the  courts — 
that  is,  they  should  be  binding  until  reviewed  by  the  courts  upon  an  appeal  taken 
by  the  party  against  whom  it  is  rendered. 

It  is  now  the  duty  of  the  Interstate  Commerce  Commission  to  apply  to  the  district 
attorney  and  request  him  to  bring  a  suit  to  enforce  its  order.  Tbis  is  a  "lop-sided 
way  of  getting  at  justice."  Formerly,  when  complaints  were  made  to  the  Interstate 
Commerce  ('oinmission  against  the  railways  no  defense  whs  even  made  to  the 
charges,  but  since  the  courts  have  decided  that  the  railroads  must  very  clearly  show 
the  necessity  of  taking  further  testimony  than  that  taken  before  the  commission 
they  now  make  their  defense  l>efore  the  cummif^ion  in  the  first  instance.  The  evi- 
dence taken  before  the  Interstate  Commerce  Cximmission  is  regarded  in  the  courtsas 
prima  facie  evidence  of  the  lacis  therein  stated.     (890,  698. ) 

Mr.  Haddock,  independent  anthracite  coal  operator,  says  that  it  has  been  a  mat- 
ter of  profound  KgKt  to  the  independent  operators  that  the  interstate-commerce 
law  did  not  give  effective  control  over  rates  to  the  Interstate  Commerce  Commission. 
The  law  merely  made  tbe  decision  of  the  commision  evidence  when  the  matter  was 
taken  into  the  courts  and  gone  all  over  again.  The  witness  would  favor  an  amend- 
ment making  the  decisions  of  the  Interstate  Commerce  Commission  operative  pend- 
ing appeal.     He  also  favors  the  Oullom  bill  generally.     (534. ) 

Mr.  Wheeler  declares  that  San  Francisco  jobbers  and  shippers  generall}[  think 
that  the  Interstate  Commerce  Commission  ought  to  have  add«i  powers,  and  in  par- 
ticular that  it  should  be  able  to  enforce  its  rulings  pending  appeal.  Tiie  burden  of 
appeal  should  be  placed  upon  railmads,  while  at  present  the  Interstate  Commerce 
Commission  is  (impelled  to  go  into  the  courts  to  enforce  its  decisions,     (746.) 

Mr.  Btdbbs,  of  the  Southern  Pacific  Company,  thinks  that  the  Int«r8tate  Commerce 
Commission  ought  to  make  every  endeavor  to  reach  a  si>eedy  decision  as  to  cases 
brought  before  it.  He  thinks,  however,  that  in  moat  instances  the  commission  has 
been  prompt  enough  in  making  decisions.  In  some  cases  it  has  delayed  a  consider- 
able length  of  time,  but  the  questions  coming  before  it  are  very  far-reaching,  and  a 
single  decision  may  affect  the  entire  country,  so  that  grave  consiaeration  is  necessary. 
(766.) 

.  InHpectlon  and  reRulatlon  of  railroad  arconnla.— Mr.  Greene,  of 


there  Dyiiromote  the  construction  of  a  conipeting  road  or  otherwise  benefit  compet- 
itors. Ilie  witnuffi  is  diiiioscd  to  favor  more  thorough  governmental  control  of  the 
accounts  of  railroad  companies.  He  thinks,  however,  that  the  officers  of  the  Interstate 
Coniinerce  Commission  ought  not  to  be  given  authority  to  exaniine  the  accounts  of 
railroads  in  person.  There  would  constantly  be  a  suspicion  of  political  influence. 
It  would  be  Itetter  for  the  (iovomment  to  njquir^'  tliat  the  accounts  of  railroads 
should  be  audited  and  examined  from  time  to  lime  by  expert  disinterested  auditors. 


digest: — nrrEBSTATE  commeece  law.  olxxi 

BDch  BH,  for  example,  the  Audit  Company  of  New  York.  The  oamee  of  these  auditors 
Bhould  be  filed  at  Washin^n,  and  th^  should  perhaps  be  required  to  f^ive  bond 
for  the  correctnefls  of  their  reports.  "Oie  responeibility  of  such  auditors  and  the 
fear  of  loeiug  bnainesa  in  case  oi  fraud  or  error  would  be  the  chief  eafeguard  as  to  the 
eorrectnees  of  their  work.  The  nature  of  U)e  information  to  he  required  woaUl  be 
preecribed  bv  the  Interstate  Commerce  Commission.  The  witnexe  believes  that  the 
uniformity  or  accounts  already  required  by  the  Interstate  Commerce  tV)mmiH8ion  is 
advant^eouB. 

One  TCSBon  why,  in  the  opinion  of  Mr.  Greene,  sucli  private  inspection  would  be 
superior  to  that  of  Government  officials  is  on  account  of  the  difficulty  and  delicacy 
of  the  work.  For  Instance,  it  is  extremely  hard  to  determine  in  many  cases  whether 
a  corporation  is  solvent  or  not.  The  examination  which  the  witness  suggeste  would 
be  much  rnore  difficult  and  thorough  than  that  which  national-bank  examiners  give 
to  banks.  It  is  a  relatively  easy  matter  to  determine  whether  a  bank  is  solvent. 
(479-481.) 

Ur.  Bici^  a  banker  and  railroad  officer,  does  not  think  that  the  existing  laws  fur- 
nish any  adequate  safejniard  to  Investors  in  railroad  corporations.  At  the  time  when 
the  witness  investigated  the  affairs  of  the  Reading  Railroad,  after  the  bankruptcy  of 
1893,  he  drafted  a  bill,  which  wsa  introduced  into  Congreas,  for  extending  the  powers 
of  the  Intentat«  Commerce  Commission  to  prevent  frauds  on  stockholders.     The 


chief  object  was  to  provide  for  the  examination  of  railroad  accounts  in  the  same  way 
as  those  of  national  banks  are  examined.  The  one  method  of  inspection  iw  as  easy 
as  the  other.  All  railroad  report«  go  into  great  detail,  and  it  in  perfectly  proper  that 
railroads  should  be  examined  bv  the  United  Btates  officers  to  see  that  the  reports 
^ve  correct  figures,  and  especially  to  see  that  they  are  not  misleading  as  to  the  true 
conditions,  ^ch  an  investigation  would  show  whether  the  various  credits  and  earn- 
ings had  a  substantial  basis.  The  Interstate  Commerce  Commission  is  the  proper 
authority  to  be  given  tontrol  of  the  accounts.      (741.) 

Mr.  Rice,  speaking  in  part  from  the  experience  of  the  Reading  Company,  declares 
that  there  is  danger  to  the  solvency  of  the  railroads  from  the  practice  of  making  loans 
and  advances  to  leaeed  lines.  The  Pennsylvania  Railroad,  itself  only  4O0  miles  long, 
may  lease  manv  other  roads  and  obtain  an  enormous  syxtem.  It  may  find  that  some 
of  the  roads  thus  acouired  need  money  for  development,  and  the  money  will  be 
advanced  to  the  leased  line  and  will  stand  on  the  hooks  of  the  railroad  as  an  asset  or 
surplus.  It  mav  be  that  the  leased  line  will  lie  unable  to  return  the  money  on  de- 
mand, and  the  lessor  will  incur  the  danger  of  bankruptcy  if  preswd  for  payments. 
The  Philadelphia  and  Reading  Railroad  prior  to  it»  bankruptcy  not  only  had  maile 
eaeh  advances  to  leased  roads  but  the  affiliated  coal  company  waa  largely  indebted 
to  it.  The  coal  company  was  supposed  to  pay  the  regular  rate  of  freight.  It  did  not 
have  the  required  cash  to  pay  because  it  could  not  sell  coal  at  Bufflcient  profit.  The 
railroad  treated  the  money  due  from  the  coal  company  as  earnings,  as  an  available 
asset,  but  when  it  was  found  that  the  coal  company  did  not  have  the  money  to  pay 
the  default  was  exposed  publicly.  It  is  possible  for  corporations  having  other  corpo- 
rations subsidiary  to  them  to  make  misleading  returns  regarding  assets  and  returns. 
(739,  740.) 

Professor  Adams,  statistician  of  the  Interstate  Commerce  Commission,  thinks  that 
the  Federal  Government  ought  to  assume  a  more  complete  control  of  tlie  accounts  of 
railroads.  The  railways  themselves  have  been  brought  to  see,  through  the  agency 
of  the  Interstate  Commerce  Commission,  the  desirability  of  uniformity  in  accounts 
of  operating  expenses.  They,  as  well  as  the  State  commissi  oners,  have  helped  to 
work  out  a  uniform  system  of  such  accounts;  but  it  has  been  ^■ery  difficult  lo  go 
further  in  the  direction  of  uniformity  than  the  operating  accounts.  It  seems  to  many 
that  it  might  be  advisable  to  establish  a  bureau  of  statistics  and  accounts,  with  some- 
what the  same  relation  to  the  railroads  that  the  office  of  the  Cjsmptroller  of  the  Cur- 
rency has  to  the  national  banks.  It  seems  to  Mr.  Adams  that  if  tlie  Interstate  Com- 
merce Commission  and  tbe8tatecommi»<ionsBre  to  iierform  the  duties  imposed  upon 
them  they  must  have  access  at  first  hand  to  the  bouks  of  the  companicH.  Each  of 
these  comminioners  is  in  a  sense  the  director' representing  tbe  publico  interest  in 
those  corporations.  He  ought  to  have  a  voice  in  the  administration  of  them.  The 
8t.  Louis  convention  of  State  railroad  commissioners  approved  such  a  )K)li<'y,  though 
by  a  rather  cloee  vole.  The  law  gives  the  Interstate  Commerce  Commission  a  right 
to  demand  nniform  reporting  and  to  ask  for  special  information;  but  that  is  quite  a 
different  thii^r  from  a  regularly  established  system  of  inspectors,  who  should  see  that 
the  boobs  of  the  railwaya  were  kept  according  to  the  principles  laid  down. 

The  railroads  would  object  to  such  a  law,  perhaps,  because  they  would  think  it  an 
invasion  of  their  rights.  They  might  also  feel  to  some  extent  that  it  nould  1ea<l  to 
the  escape  of  secrets  of  administration.    The  railroad  men  say,  also,  that  the  same 
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role  of  aceouDtins  does  not  apply  to  all  conditiona,  and  Mr.  Adami  euppoBeo  "  the 
moat  pommon  objection  woaltl  be  that  thev  can  not  tnist  the  pubUc  offlcialB  when 
they  get  hold  o(  them."  On  the  other  side,  the  (treat  advantaee  of  uniformity  ot 
accounts  in  that  after  a  perwn  has  gone  to  the  trouble  of  etudying  in  detail  the 
accounting  of  one  aysteni  the  accounts  of  all  the  roads  in  tlie  United  States  are  at  hie 
diapoeal  and  he  can  understand  tliem.  When  one  saw  a  total  one  would,  know  the 
meaning  of  it  without  going  through  the  whole  mass  of  figures;  while  now,  there 
being  no  guaranty  of  uniformity,  a  man  can  never  tell,  even  though  he  is  acquainted 
with  a  system  ot  accounting,  wnat  a  given  total  means.     (384,  385. ) 

Mr.  Nicholson  testiflee  that  the  Interetate  Commerce  Commission  has  mapped  out 
the  line  for  the  general  exhibts  of  the  operation  of  the  railway  companies,  but  below 
that  come  the  various  traffic  accounts  which  lead  up  to  those  figures,  and  there  is 
no  uniformity  in  the  methods.  The  Central  EailwayClearing-House  has  to  take  care 
of  12  different  systems  of  accounting  and  make  its  record  nt  the  ideas  of  the  indi- 
vidual companies.  The  Interstate  Oimmerce  C^immission  has  done  effective  work 
toward  securing  greater  uniformitj[  ot  accounts  than  previously  existed.  The  various 
roads  make  reports  to  the  commission,  which  are  full  and  complete  and  from  the 
schedule  prepared  by  the  commisaion.  The  system  ot  accounting  prescribed  by  the 
Interstate  Commerce  Commisaion  is  fully  in  accord  with  the  forms  adopted  by  the 
Society  of  Railway  Accountants.  There  is  perfect  harmony  existing  between  them. 
(727,730.) 

Mr.  WoonLOCK  does  not  think  that  it  would  be  practicable  for  the  Interstate 
Commerce  Commission  to  inspect  and  audit  the  books  of  railroad  companies.  This 
is  no  longer  necessary  for  the  purpose  of  discovering  rate  discriminations,  since  these 
practically  do  not  exist.      (464. ) 

Mr.  bcHiFF,  banker,  says  that  the  question  ot  public  examination  of  accounts  ot 

Sublic  utility  corporations  is  such  a  large  one  that  he  does  not  wish  to  express  any 
efinite  opinion  concerning  it.  Any  dishonest  action  on  the  part  of  railway  corpo- 
rations should  be  made  punishable  by  law.  There  is  ample  legislation  for  this,  and 
all  that  is  necessary  is  a  proper  enforcement  of  the  laws.  He  knows  that  no  divi' 
dend  has  ever  been  declared  bv  any  of  the  corporations  with  which  he  is  connected 
that  has  not  been  earned,  and  ne  can  not  point  out  a  board  of  directors  which  has 
decWed  dividends  that  have  not  been  earned.  There  would  be  some  difRculty  in 
making  a  director  personally  responsible  for  any  misstatement  in  respect  of  the  con- 
dition ot  the  property  he  represents,  and  it  could  not  be  done  except  in  the  case  of 
gross  frauds.  It  would  be  very  wrong  to  declare  a  dividend  that  has  not  been  act- 
uallv  earned,  if  a  reserve  does  not  exist,  and  it  would  be  decidedly  wrong  for  a  rail- 
roaa  to  declare  a  dividend  and  almost  immediately  thereafter  go  into  the  hands  of  a 
(773.) 


D.  State  railroad  eoMinlHlons  and  regnlatlom.^l.  Railroad aTidivare- 
ktmu  cammtMUm  of  Minnttola. — Mr.  Tbibbero,  secretary  of  the  State  railroad  and 
warehouse  commission  ot  Minnesota,  says  that  the  law  ot  1885,  which  created  the 
commission,  made  it  an  advisory  body  without  power  directly  to  fix  rates.  It  could 
only  recommend  to  the  railroads  any  changes  it  thought  proper.  In  1887,  however, 
a  new  act  was  passed,  based  on  the  bill  to  regtilate  interstate  commerce,  which  was 
tiien  pending.  Much  of  it  is  in  the  same  words  as  the  interstate-commerce  act 
adopted  in  1887.  There  are  some  exceptions.  One  is  that  the  State  act  permits  the 
railroads  to  issue  free  passes  to  whomsoever  they  please  within  the  State.  The  act 
empowered  the  commission  to  fix  or  change  rates  made  by  the  railroads.  Under  this 
power  they  reduced  certain  switching  rates  from  tl.50  and  52  per  car  to  $1  per  car. 
They  also  reduced  the  rate  on  milk  from  3  cents  for  10  gallons  to  2i  cents  for  10  gal- 
lons for  distances  up  to  75  miles.  The  railroads  did  not  obey,  and  mandamus  pro- 
ceedings were  instituted.  The  St^te  supreme  court  decided  that  the  intention  of 
the  legislature  was  to  make  the  decision  of  the  commission  final  and  concluMve  as 
to  what  are  equal  and  reasonable  charges,  and  that  this  law  was  constitutional.  The 
United  States  Supreme  Court,  on  appeal,  holding  itself  bound  by  the  decision  ot  the 
State  court  so  tar  as  tlie  interpretation  of  the  intent  of  the  legislature  was  concerned, 
held  that  the  law  as  interpreted  by  the  State  courts  was  unconstitutional,  because  it 
deprived  the  company  ot  its  right  to  a  judicial  investigation  by  due  process  of  law, 
and  substituted  therefor,  as  an  absolute  finality,  the  action  ot  the  railroad  commis- 
sion, which,  in  view  of  the  powers  conceded  to  it  by  the  State  court,  could  not  be 
r^arded  as  clothed  with  judicial  functions  or  possessing  the  machinery  of  a  court  of 
justice.  The  next  legislature,  which  met  in  1891,  amended  thelawtomeettheobjec- 
tions  of  the  United  States  Supreme  Court.  The  amended  act  provided  for  the  mak- 
ing of  complaints  in  regard  to  the  rates  by  any  person  or  corporation  or  municlpalty. 
The  commisnon  had  power  to  investigate,  giving  the  company  due  notice,  and  pro- 
ceeding as  far  as  possible  in  the  manner  pursued  in  such  cases  in  a  court.    The  first 
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and  perhaps  the  moat  important  case  that  came  before  the  commiHeioti  iinder  this 
amended  Ian  waa  the  queetioD  of  grain  Tate«  from  the  Bed  River  Vallejr  to  Minne- 

Xlis  and  Duluth,  In  1894  the  cocnmiaeioD  made  ite  order  reduring  these  rates 
□t  12j  per  cent.  The  railroad  company  appealed  to  the  dietrict  court,  where  the 
case  was  tried  de  novo.  The  State  undertook  to  show  what  would  be  the  cost  of 
reprodncing  the  railroad,  and  what  the  eamii^  of  the  road  forBeversl  years  had 
been  upon  grain  traffic,  with  a  view  to  proving  that  the  rates  fixed  by  the  commis- 
Bion  would  give  the  road  a  fair  income  upon  the  cost  of  reproducing  the  road  at  that 
time.  The  decision  of  the  district  court  was  adverse  to  the  commission.  The 
supreme  court  of  the  State  reversed  the  district  court,  and  held  that  the  question 
whether  the  ratee  fixed  by  the  commiseion  were  unreasonable  and  confiscatory  was 
to  be  determined  not  with  reference  to  the  amount  of  the  fixed  charges  of  the  road 
nor  to  any  other  basis  of  cost  than  the  cost  of  reprodncing  the  road  at  the  present 
time.  The  case  was  sent  back  to  the  district  court,  but  was  never  heard  again  there, 
perhaps  because  the  Great  Northern  R^lway  Comrany  had  complet«d  a  short  line 
from  the  Rod  River  Valley  to  Dutnth,  decreasing  tne  Jistance,  and  had  thereupon 
established  rates  which,  in  some  instanced,  for  the  longer  distances,  were  lower  tnan  . 
the  rates  ordered  by  the  commission.  The  adoption  of  theae  rates  by  the  Great 
Northern  of  course  compelled  the  Northern  Pacific  to  adopt  the  mme  rates  on  its  line 
through  the  same  territorf . 

In  1897  the  law  was  a|^in  amended  so  as  to  permit  the  railroad  commission  to  pro- 
ceed to  the  investigation  of  rates  upon  its  own  motion.  Up  to  that  time  a  complaint 
had  been  necessary.  Under  the  new  law  the  commission  investigated  the  reasonable- 
new  of  the  rate  on  hard  coal  from  Duluth  to  NewUlm  over  two  lines  of  railway,  and 
proceeded  to  fix  a  joint  rate,  and  when  the  two  roads  refused  to  divide  that  rate  pro- 
ceeded also  to  determine  the  division.  In  this  case  the  que«tion  was  as  to  the  power 
of  the  commission  to  make  joint  tstes.  This  power  was  sustained  by  tlie  State  courts, 
and  the  case  is  now  pen<ung  before  the  United  States  Supreme  Court.  A.  power 
ctoaely  connected  with  this  is  that  of  compelling  two  roads  which  croes  each  otner  at 
gnde  to  put  in  a  Y  connection  for  the  transfer  of  traffic  from  one  road  to  another. 
This  power  has  been  sustained  by  the  United  States  Supreme  Court.     (361,  363.) 

2.  MrutachatetU  Board  of  Railriad  OammiMioneri. — Mr.  Jahes  F.  Jackson,  a  mem- 
ber of  the  Massachusetts  State  Board  of  Railroad  Commissioners,  says  that  that  com- 
mission  was  founded  in  1669.  It  is  made  up  of  3  membeni,  one  of  the  members 
beins  fauniliar  with  guestions  which  affect  trade  and  commercial  interests,  another 
member  being  familiar  by  experience  with  railroad  construction  and  railroad  opera- 
tion, and  the  third  being  a  lawyer.     (841,842.) 

Hr.  Jackson  says  that  this  Massachusetts  IxMrd  of  railroad  commissioners  has 
general  supervision  over  all  the  railroads  and  street  railwavs  within  the  State  and 
DUtters  are  condnually  referred  to  it  by  the  legislature.  It  nas  both  mandatory  and 
advisory  powers.  It  has  absolute  control  in  respect  to  questions  concerning  grade 
croBsiiigs  of  railroads  and  highways,  of  rulroads  and  rsilroads,  and  of  railrcAds  and 
street  railways.  It  has  the  iKiwer  of  approval  in  respect  to  the  safety  appliances  o( 
railroads,  and  the  road  is  obliged  to  accept  the  judgment  of  the  commission  as  fin^. 
It  has  the  power  to  fix  the  price  of  stock  in  cases  of  purchase.  If  an  issue  of  stock 
isauthorized  and  the  purpose  is  proper,  and  the  amount  is  a  proper  amount,  the 
commiflBion  fixes  the  value  at  whicn  the  stock  shall  be  offered  to  the  original  stock- 
holders. The  new  stock  may  be  paid  in  at  a  different  rate  from  that  of  the  original 
isne.  The  board  also  has  authority  to  pass  on  the  propriety  of  the  building  of  new 
railroads-  As  yet  it  has  not  that  power  in  respect  to  the  building  of  street  railways, 
though  tbere  is  a  bill  before  the  legislature  which  provides  for  that.  The  books  of 
■11  railroad  companies  are  open  to  the  inspection  oE  the  board  at  any  time.  The 
board  examinee  the  annual  reiwrts  of  the  railroads,  which  reports  are  made  upon  a 
prescribed  system,  and  from  time  to  time  the  roads  are  requested  to  fumieb  the 
board  with  the  tacts  and  figures  that  are  set  out  in  their  books.  It  has  never  been 
thepractice  of  the  board  r^;ularl^  to  audit  the  books. 

The  board  has  advisory  powers  in  respect  to  questions  of  rates,  both  passenger  and 
fi«^t  rates.  It  does  hot  fix  rates,  but  merely  supervises  them.  It  does  not  seem 
deurable  that  the  board  should  have  the  power  to  nx  rates.  It  does,  however,  exer- 
cise a  very  material  influence  over  rales.  The  r^lroads  are  not  boimd  by  law  to 
follow  the  recommendations  of  the  board  in  respect  to  rates,  but,  as  a  matter  of  fact, 
Wing  the  history  of  the  board  it  has  been  only  in  exceptional  instances  that  either 
the  public  on  one  side  or  the  railroad  or  street  rulway  corporation  on  the  other 
his  disregarded  the  recommendations  of  the  btnud.  DuHsk  tne  last  year  and  ahali, 
during  wnich  Ume  Mr.  Jackson  has  been  a  member  of  the  board,  the  railroads  have 
conformed  in  every  case  to  the  board's  recommendations.  Occasionally,  when  the 
rw-nmnmndationB  ot  the  board  have  been  in  support  of  the  railroads,  there  has  been 
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aome  criticiflm  on  the  part  of  the  iroblic,  but  not  very  much.     In  a  few  ii 

there  has  been  an  appeal  to  the  l^ielature,  and  eome  l^elation.  It  haa  been  gen- 
erally tniethat  when  the  appeal  has  b«en  made  to  the  legislature  the  legislature  liaa 
BUHlained  the  board.  The  recommendfltionB  of  the  board  are  obeerved  probably 
because  of  the  feeling  that  the  xubjert-matter  has  been  carefully  investigated,  and 
an  attempt  has  been  made  by  3  persons  representing  both  siaes  to  reach  a  just 
conclueion,  and  because  of  the  feeling  that  unleas  the  recommendatlou  ia  auch  as  to 
warrant  an  appeal  to  the  l^islatuie  it  is  practically'  final.     The  control  of  the  board 


n  financial  quegtions  bas  probably  strengthened  it  in  making  recommendations  ii 
respect  to  other  matters.  The  board's  control  is  practically  limited  to  incorporated 
companies.  So  far  as  appeare,  however,  there  has  not  been  any  disposition  to  evade 
the  control  of  the  board  oy  the  formation  of  unincorporated  companies. 

The  feeling  in  favor  of  the  board  has  grown  stronger  and  stronger  on  the  part  of 
the  people,  and  many  formerly  opposed  to  the  board  admit  that  the  security  of  rail- 
way stocks  has  been  affected  by  it  for  the  benefit  of  the  railways  and  the  benefit  of 
the  people. 

Last  year  the  board  hod  presented  before  it  over  300  matteie,  involving  hearings 
almost  every  day.     {842,  848. ) 

3.  Qili/omifi  raiiroad  commiMion. — Mr.  Stubbs,  of  the  Southern  Pacific  Company, 
says  that  the  Caiifomla  railroad  coinmlesion,  under  the  constitution  of  that  State,  ia 
Buppwed  to  have  power  absolutely  tofixrailroad  rates,  although  the  Southern  Pacific 
Company  would  not  be  willing  to  recognize  that  such  a  power  could  be  conferred  by 
a  Btate  constitution.  The  commission  has  from  time  to  time  caused  considerable 
reduction  in  local  ratee.  It  undertook  to  require  a  general  reduction  in  the  ratce  on 
grain  to  the  seaboard  and  the  matter  was  finally  compromised  in  1899  or  1900  by  an 
agreement  on  the  part  of  the  railroads  to  reduce  rates  about  8  per  cent.  The  witness 
thinta  that  the  commission  has  been  useful.  It  approves  all  tariffs.  It  has  not  been 
confiscatory  in  its  actions  and  for  that  reason  some  of  the  people  condemn  it.     (767.) 

4.  Grade  cTomnff». — Mr.  Txisbkbg,  secretary  of  the  State  railroad  and  warehouse 
commission  of  Minnesota,  says  that  his  State  lias  not  given  much  attention  to  th« 
protection  of  life  and  limb  at  rulrcad  croninga.  There  ia  a  law  requiring  that  where 
two  railroads  cross  each  other  trains  must  come  to  a  full  stop  unless  interlocking  sig- 
nals are  provided  and  approved  by  the  railroad  commission.  Such  signals  are  now 
becoming  very  common  in  the  State.     (363. ) 

Mr.  Jackson,  a  member  of  the  Manachusetta  Slate  board  of  railroad  commis- 
sioners, says  that  in  Massachusetts  the  abolition  of  grade  crossings  has  been  under- 
taken. Under  a  statute  posed  in  1890  the  railroad  paye  65  per  cent  of  the  expense 
of  abolishing  giade  crossings  and  the  State  and  the  city  or  town  together  pay  the 
other  35  per  cent  The  board  has  made  a  special  investigation  into  the  queetion 
whether  the  street  railways  should  not  bear  a  part  of  the  expense  where  they  cross 
railways,  and  has  decided  that  they  should.  Tne  legislature  is  now  at  work  on  a  bill 
in  response  to  that  decision.     (843.) 

E.  Departments  or  vommerce  and  transportation. — Mr.  Bacon,  of 
the  Michigan  Alkali  tympany,  believes  that  there  should  be  two  new  government 
departments  of  transportation  and  commerce,  resiiectively.  He  thinks  that  these 
interests  are  so  great  that  a  single  department  would  not  be  sufficient  to  supervise 
both  of  them.     {77,  80.) 

F.  Regulation  of  raiiroad  construction  (xee  also  under  ParaUding, 
p.  Kcrv).— Mr.  Woodlix-k,  railroad  editor  o(  the  Wall  Street  Journal,  araerfs  that  the 
English  law  and  the  Massachusetts  law,  regarding  the  establishment  of  railroads  and 
their  capitalisation,  tend  to  protect  the  railroad  companies  more  than  the  public. 
They  practically  prevent  the  constnn'tion  of  competing  roods  when  there  is  a  suffi- 
cient number  of  roads  already  to  accommodate  business.  The  witnefH  believes  that 
this  is  a  wise  policy,  but  does  not  think  that  shippers  ordinarily  believe  so.  The 
Interstate  Commerce  Commission  has  always  looked  Aolely  to  the  interest  of  the 
shipper;  it  has  restricted  and  restrained  the  railroads  and  not  protected  them  at  all. 
(460,  482.) 

IX.  WATEB  TSAUBPOBTATION'. 

A.  Qeneral  relation  to  rail  transportation  (see  also  as  to  effect  on  long 
and  short  haul  rail  rates,  pp,  cv-cxvi), — 1,  Inteniriiin  of  u-nlir  and  rail  tratuporta- 
tion,  pp.  cv-rxvi) . — Mr.  Anoehhon,  secretary  of  the  Chamber  of  Commerce  of  Rtta- 
burg,  nays  that  water  routes  fhould  not  be  regarded  as  rii-atsof  rail  routes  in  an 
injurious  sense.  On  the  contrary,  the  conWniclion  i)f  water  routes,  by  enabling  the 
cheajier  commodities  to  l)e  carried  in  great  quantiti**  at  low  cost,  would  create  an 
additional  need  for  railroads  to  csrry  the  more  expensive  commodities  and  to  cany 


DIHEST: — WATEK   TBAN8POBTATIOK.  OLXXT 

jen.  ThJH  haa  been  the  experience  of  the  continent  uf  Europe,  where  the 
improvement  of  wsterwajre  haa  been  carried  far  beyond  auytiiing  that  we  have 
dreamed  of.  The  more  waterways  the  more  railroads',  and  tlio  (tr^ftc  their  profits. 
The  cheap  transportation  of  ore  on  the  (ireat  Lakes  has  a<ided  immensely  to  the 
businesi  oi  the  railroads  which  transport  the  products  of  the  ore.  But  fur  water  tian^ 
portation  the  I«ke  Superior  iron  ore  would  have  remained  in  the  earth,  and  the 
llireat  industries  that  are  founded  on  it  could  not  have  l)ren  established.  But  for 
those  industries  the  railroads  could  not  have  approached  their  present  prosperity. 
The  industrial  auprenwcy  which  this  country  is  Euxiuiring  depencU  largely  upon  its 
cheap  coal,  and  tliat  a'ratn  depends  upon  cheap  transportation.  Improvement  of  the 
waterways,  which  shall  permit  coal  to  be  delivered  at  trifling  cost  to  industrial  eelab- 
lishmentB,  will  vastly  increase  the  businewi  of  the  railroadx  an  well  as  the  general 
prosperity.     (639,  B42,  B45,  646.) 

2.  Infiuence  of  water  on  rail  Tvla. — ^Mr.  Markraii,  after  speaking  of  the  influence  of 
the  Mississippi  (seep.  clxzxviOi  adds  that  the  rates  on  ^ffic  east  of  the  Toronto- 
Buff  alo-Pittsburir  line  destined  to  the  Southern  States  are  affected  by  the  coastwise 
ocean  carriers. —The  Great  Liiltes,  the  St,  Lawrence  Kiver,  and  the  Erie  Canal  domi- 
nate the  rail-carrierfl'  rates  on  traffic  between  the  Eastern  and  Western  States  in  a 
similar  manner.  The  rail  rates  are  first  adjusted  between  Chicago  and  New  York  in 
competition  with  the  lakes  and  canal,  and  Philadelphia,  Baltimore,  Newport  News, 
and  Norfolk  then  claim  lees  rates  by  reason  of  le^  distance  from  the  West  than  New 
York.  Inland  towns  in  States  borilering  on  the  lakes  take  proportionate  rates  with 
those  from  Chicago,  according  to  distance  from  New  York,  which  virtually  means 
that  every  point  in  the  lake  States  enjoys  the  full  beneflt  of  the  lake  and  canal  com- 
petition on  seaboard  business. 

On  transcontinental  traffic  the  Atlantic  and  Pacific  oceans  govern  the  rates.  Rates 
by  rail  from  Sew  York  to  San  Francisco  are  measured  b^  those  made  by  ocean 
steamers  via  the  Isthmus  to  San  Francisco,  and  by  com|>etition  the  western  railroads 
have  been  compelled  to  make  the  same  rates  to  the  Pacific  from  all  the  inland  terri- 
tory as  are  made  from  New  York.  The  rates  which  the  American  railroads  make 
from  the  Pacific  coast  to  the  Atlantic  seaboard  on  goods  toorfrom  China,  India,  and 
Japan  are  even  governed  by  the  ocean  rates  made  via  the  Indian  Ocean  and  Suez 

"The  power  of  the  railroads  to  enforce  any  given  rates  is  rircumscribed  by  the 
water  carriers,  and  the  maximum  tliey  can  charge  is  prescribed  by  the  rivers,  lake 
and  ocean  carriers."  The  competition  between  railroads  themselves,  demands  of 
rival  towns,  and  other  influences  may  reduce  the  rates  below  the  figures  made  neces- 
sary by  water  competition,  but  the  maximum  rates  are  governed  entirely  by  charges 
made  bv  the  river,  lake  and  ocean  carriers.     (428-430. ) 


Mr.  (iBiBWou),  general  freight  and  passenger  agent  of  the  Weetern  MaiT'land  Rail- 
road, says  that  there  are  rail-and-lake  lines  iietween  Baltimore  and  Cuia  ~  ' 
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i  lines  iDetween  Baltimore  and  Cuicago  and 
other  northwestern  points  during  the  lake  season.  They  are  more  circuitous  than 
the  all-rail  lines  and  are  allowed  by  the  general  agreements  of  the  roads  to  make 
somewhat  lower  rates.     (614.) 

3.  MagnihuU  of  hie  and  n'lvr  traffic. — Mr.  Anduhmon  says  that  tiio  Great  Lakes 
transport  over  25,000,1X10  tons  of  freight  annuallv,  the  greater  part  of  which,  the  Lake 
Snperior  ores,  are  carried  at  a  cost  of  half  a  milt  a  ton  a  mile.     Over  30,000.000  tons 

year  are  shipped  on  the  streams  of  the  Mississippi  Valley.  Of  this  amount  some 
7,000,000  tons  originate  on  the  Ohio  River.     (638,  646. ) 

B.  Atlnntlc  coaatwlse  (ranaporlBtlon  (see  nli^  as  to  effect  on  long  and 
short  haul  rates,  pp,  cvii  tf). — 1.  (UdDtiminirmSteainthipVompiiny. — Mr.  Ouillaudeu, 
president  of  the  Old  Dominion  Steamship  Company,  terfifies  that  that  company  was 
organized  under  the  laws  of  Delaware  in  1875,  and  operates  freight  and  passenger 
steamers  from  New  York  to  various  points  in  the  South.  It  has  subsidiary  lines  to 
many  points  in  the  Chesapeake  Bay  country  and  to  the  North  Carolina  coast.  It 
has  noth  freight  and  passenger  connections  with  all  the  great  railroad  lines  out  of 
the  Virginia  ports,  chiefly  the  Norfolk  and  Western,  the  Seaboard  Air  Line,  the 
Atlantic  Coast  Line,  the  Southern,  the  Chesapeake  and  Ohio,  and  the  Norfolk  and 
Southern  Railway.  The  great  bulk  of  its  business  on  the  main  line  from  New 
York  to  Norfolk,  Portsmouth,  Newport  News,  and  Richmond  is  freight,  but  it  has 
an  extensive  passenger  business.  The  company  operates  6  ocean  steamers,  12  suhpid- 
iary  steamers,  and  between  35  and  40  harbor  craft     (442, 443. ) 

The  capital  stock  of  the  Old  Dominion  Steamship  Company  w  (1,350,000  and  it  has 
11.000,000  of  outstanding  5  per  cent  bonds.     (450.) 

2,  Merehavit  ami  Mhiem'  Ti-niirpnrt<ili">i  C"m]iiiny. — Mr,  Daniel  H.  Haynk,  general 
solicitor  of  the  Merchants  ami  Mmers'  Tratis|iortBtion  Company,  says  that  that  com- 
pany was  incorporated  by  the  general  assembly  of  Maryland  on  April  24, 1852;  that  the 
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first  trip  made  wm  from  Boston  to  Bftltimore,  December  28,  1864.  In  1867  b1 
tvere  run  from  Boston  to  Norfolk,  thence  to  Baltimore  and  return.  In  Juiutiry,  1859, 
A  line  from  Providence  to  Baltimore  wae  started,  but  only  ran  a  short  time  and  waa 
revived  in  1873.  The  Baltimore-Savannah  line  waa  pnrchaeed  in  1876,  and  the 
Philadelphia-Savannah  line  was  incorporated  in  October,  1900.  The  line  msintaina 
15  steamers,  with  a  net  tonnage  of  23,868  tons  and  a  btosb  tonnage  of  33,553  tong,  and 
touches  Boston,  Providence,  Norfolk,  Baltimore,  Pniladelphia,  Newport  News,  and 
Savannah.     (413.) 

3.  Control  oftUamihip  lm€g  by  railroad*. — Mr.TAUxnr,  aarigtant  to  the  president  of 
the  Seaboard  Air  Line,  Bay?  that  the  Old  Dominion  Steamship  line  connects  with 
the  Seaboard  Air  Line,  the  Atlantic  Coast  line,  and  theSouthem  Railway  Ckimpauy, 
and  that  all  three  of  these  companieti  are  interested  in  the  steamship  company.  Tna 
Southern  and  the  Seaboard  Air  Line  have  each  a  line  of  ateamerB  running  from  Balti- 
more to  Norfolk.  The  Ocean  Steamship  Company,  running  to  Savannah,  haa  always 
been  controlled  by  the  Georgia  Central.  The  Clyde  linee,  however,  are  entirely 
independent     (628. ) 

Hr.  GiTiLiAUDEU  states  that  the  Ocean  Steamship  Company  of  Savannah  and  the 
Cromwell  and  Morgan  lines  to  New  Orleans,  as  weU  as  the  Chesapeake  Bay  linee  and 
moat  of  the  Eaatem  linee  from  New  York,  were  owned  and  controlled  by  railway 
companies.  His  understanding  is  that  the  Merchants  and  Miners'  Company,  the 
Malloiy  Company,  and  the  Clyde  Line  have  no  railroad  ownership,  but  have  alar^ 
affiliation  with  railroads  in  the  sense  that  a  large  proportion  of  their  business  is  u 
connection  with  railroads,  and  they  have  cloxe  working  and  traffic  alliancM  with  the 
roads.  The  Old  Dominion  Line  opemtee  as  a  water  line  primarily,  but  has  railroad 
alliances  which  are  necessary  to  tne  growth  of  its  business.  The  chairman  of  the 
board  of  directors  of  the  Norfolk  ana  Western  road,  the  president  of  the  Seaboard 
Air  Line,  and  the  president  of  the  Southern  Railway  are  on  its  board  of  directors. 
The  majority  of  stock  of  the  company  is  lield  by  these  railway  interests.  This  nil- 
road  interest  has  existed  for  20  years.     (442, 433, 444. ) 

Mr,  Wilson,  oF  the  Cincinnati  Board  of  Trade,  says  that  the  Ocean  Steamship 
Company  is  owned  by  the  Central  Railroad  of  Georgia,  and  that  the  other  coastwise 
lines,  with  a  few  exceptions,  are  owned  largely  by  the  other  Southern  railways.  This 
community^  of  interests  result  in  very  little  comi>etition  in  fat't  t>etween  the  Eastern 
transportation  lines,  ThememberaoftheSoutheniRailwayandSteamship  Association 
generally  claim  that  the  tramp  steamers  compete  very  largely  with  the  other  trans- 
portation companies,  but  the  witness  thinks  the  competition  of  tramp  eteamerfl  for 
Tlar  trade  la  not  severe.  It  is  more  for  apecialties.  (689. ) 
r.  McGovKBM,  o(  the  Southern  Classification  Committee,  sava  that  the  nil  lines 
operating  from  Norfolk  and  other  porta  own  a  large  portion  of  the  stock  of  some  of 
the  coastwise  steamship  lines.  The  Ocean  Steamship  Company  to  Savannah  is  con- 
trolled by  practically  tne  same  interests  as  the  Central  Georgia  Hail  road.  The  Ches- 
apeake Steamaiiip  Line  from  Baltimore  is  the  name  as  the  Southern  Railway.  The 
Rilti more  Steam  Packet  Company  is  controlle<i  by  the  same  interests  aatheSeaboard 
Air  Line.  The  Clyde  Philadelphia  Line,  the  Old  Dominion  Line,  and  the  Merchants 
and  Miners'  from  Boston  are  trunk  linee,  and  the  rail  lines  leading  from  Norfolk, 
from  good  traffic  reasons,  would  want  to  have  an  interest  in,  and  the  witness  believes 
they  do  largely  control,  those  lines  through  stock  ownership.     (663,  664.) 

4.  Riile  making  a/id  eompetition  TcilA  Tailroadg. — Mr.  GfiiXAUDBU  states  that  his 
company  is  not  a  member  of  the  Associated  Railways  of  Virginia  and  the  Carolinas, 
but  IS  a  member  of  the  Southeastern  Freight  Association,  which  is  a  wider  organiza- 
tion. This  association  is  a  common  bureau,  thro^h  which  the  rates  of  all  lines  par- 
ticipating in  competitive  business  are  arranged.  The  association  does  not  fix  rates 
arbitrarily,  but  each  company  had  a  right  to  arrange  its  own  rates,  concessions,  of 
course,  very  often  being  necessarv. 

The  principle  has  been  adopted  of  granting  a  differential  to  the  rail-and-water  lines 
aa  compared  with  the  all-rail  lines.  In  no  case  is  the  tlifferential  made  wide  enough 
to  attract  any  commodity^  it  simply  gives  a  fair  result  to  the  shipper.  The  differen- 
tial between  New  York  and  Richmond  enjoyed  by  the  Old  Dominion  Line  against 
the  railroad  carriers  is  5  cents  on  first-class  freight  and  1  or  2  cents  on  sixth-clasa. 
There  is  no  such  differential  l>etween  New  York  and  Norfolk. 

The  origin  o(  the  diHerence  between  the  rates,  both  by  vessel  and  by  nul,  from 
Northern  points  to  Norfolk  and  to  Richmond  is  the  old  aleamcr  scale  of  rates.  Steam- 
ers in  order  to  reach  Richmond  touch  at  Norfolk  and  then  go  up  the  James  lUver 
120  milea.  Recently  the  Old  Dominion  Company  has  adopted  the  policy  of  making 
the  rate  the  same  from  New  York  to  both  these  cities,  because  of  the  distributing 
competition  between  them.  It  could  be  fairly  claimed  that  because  Norfolk  is 
nearer  the  sea  than  Kchmond  there  should  be  a  difference  of  rates  on  the  merits  o( 
the  case. 
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The  Hystem  of  proratjug  between  different  Cftrrierg  on  through  ahipments  ig  ordi- 
narily baeed  on  toe  distance  carried  by  each  link  in  the  line.  Where  the  distance  is 
by  water  it  is  on  an  estimate  of  two  for  one;  that  if,  the  expenBe  of  water  carriage 
for  an  equal  distance  ie  counted  about  one-half  that  of  the  all-rail  carriage.  The  other 
Atlantic  coast  lines  use  that  same  boaiB.  In  some  instani'es,  where  the  water  lines  are 
Bhort,  the  basis  beconiee  unfavorable  to  those  lines,  and  henre  an  allowance  is  mode 
for  extraordinary  terminal  eipensea.  In  prorating  fntm  New  York  to  Norfolk  or 
Richmond  there  is  very  little  diHerence  in  respect  to  local  or  throujih  freight,  the 
proportion  of  dietAnce  carried  generally  fixing  the  percentage.  The  old  principle  of 
rate  making  for  through  business  was  to  add  together  the  local  rates  between  the 
points  on  the  line  of  through  traffic.     Now  other  elements  have  entered  into  the 

Sjstion  of  rate  making,  and  thoee  consideratiouB  are  not  given  much  prominence. 
les  are  not  made  by  the  cost  of  doing  the  business,  but  by  other  considerations. 
{44a-447.) 

Mr.  Gnillanden  states  further  that  there  ie  a  genuine  competition  between  the 
coastwise  Hteamships  and  the  north-and -south  railroads  reachmg  the  coast  points. 
On  busineee  througn  these  ports  to  the  interior  the  competition  is  rather  between  the 
water  lines  and  their  rail  connections  and  the  all-rail  lines  to  the  nltimate  point  in 
the  interior.  When  rates  are  made,  there  ie  an  allowance  in  the  nature  of  a  difier- 
ential  to  the  rail-and- water  lines;  the  theory  is  that  this  route  has  certain  disabiliUee, 
the  most  important  of  which  isthebreakageof  bulk  at  the  point  of  transfer;  secondly, 
the  marine  risk  and  danger  of  damage;  and,  third,  the  infrequency  of  sailing  and  the 
longer  intervals  between  movement.     (444.) 

Mr.  Guillaudeu  states  also  that  coastwise  lines  are  out  of  certain  kinds  of  businees, 
notwithstanding  lower  rates;  that  in  the  great  development  of  the  Southern  cotton 
mills  the  transportation  of  much  of  the  cotton-mill  machinery  is  now  going  by  the 
all-rail  lines,  because  of  ita  delicate  character,  and  because  there  is  no  break  in  the 
transit  to  inland  points.     (444.) 

Mr.  Haynb  says  that  his  experience  is  not  sufficient  to  give  any  very  just  estimate 
of  the  extent  of  competition  of  the  railroads  with  the  coastwise  steamers.  There  is 
a  certain  amount  of  bosinees  which  goes  naturally  to  the  boats,  berause  of  the  lower 
rates.  The  principal  competition  that  the  coastwise  steamers  suffer  is  with  the  sail- 
ing vessels.  The  only  fair  comparison  that  could  be  made  would  be  of  the  fixed 
rates  of  the  rail  lines  with  the  basing  rates  of  the  steamship  lines,  but  as  a  compara- 
tively small  portion  of  the  business  is  handled  by  the  steamship  lines  on  these  baeit^ 
rates  the  comparison  would  be  mislettding.  The  steamship  lines  are  obliged  to 
handle  a  great  portion  of  their  busineffi  on  commodity  rates  made  to  meet  the  exi- 
gencies of  the  cose. 

There  are  other  coast  lines  under  the  control  of  railroads,  but  the  witness  nnder- 
stonds  there  is  no  discrimination  in  their  favor  by  the  railroads.  Sometimes  vessels 
require  a  certain  amount  of  ballast,  and  if  the  vessels  were  light  they  would  carry 
freight  at  a  very  low  rate.  There  is  a  water  differential  in  favor  of  the  water  line; 
the  water  lines  are  required  to  carry  marine  insurance,  which  the  railroads  do  not. 
The  Merchants  and  Miners'  Company  does  not  carry  any  coal.  It  carries  some  fruit 
and  vegetables  and  lumber.     (41^-420. ) 

Mr.  Havne  states  that  he  is  not  familiar  with  the  revenue  features  of  the  coastwise 
trade,  but  he  believes  that  it  is  proeperous;  his  company  has  paid  dividends  rejtu- 
larlv-  New  vessels  of  his  company  have  been  built,  both  from  funds  derived  from 
an  mcrease-of  the  stock  and  froia  earnings.  The  volume  of  trade  is  increasing. 
(423.) 

Mr.  Griswold,  general  freight  and  passenger  agent  of  the  Western  Maryland  Rail- 
road, says  that  rates  toSouthernpointsbycMist  steamers  and  by  rail  from  the  South - 
em  ports  to  interior  points  are  tower  than  all-rail  rates  from  Baltimore.  These 
differentials  were  allowed  because  it  was  claimed  that  shippers  by  water  had  to 
ineare  their  freight,  and  that  the  time  was  slower.  Now  the  water  lines  b^r  the 
insurance,  and  tney  make  about  as  good  time  as  the  rail  lines.  Mr.  GriswL'd  does 
not  think,  therefore,  that  these  differentials  ought  to  be  allowed  any  longer  to  exist. 
(621.)  .    • 

Hr.  McGovERK,  of  the  Southern  Classification  Committee,  testifies  that  the  steam- 
ship rates  from  New  York  to  the  Southern  ports  are  less  than  the  all-rail  rates  to 
the  same  ports.  There  is  a  fixed  differential  in  favor  of  the  steamship  lines.  Steam- 
ship companies  do  not  consult  anybody  about  their  rates,  and  they  are  not  subject  to 
the  Jurisaiction  of  the  Traffic  Aseociation.  The  all-rail  lines  put  in  rates  as  low  as 
tbey  can  go,  bat  they  can  not  meet  the  steamship  rate.  The  differential  is  fixed  by 
UTeement  from  time  to  time  by  the  coastwise  lines  and  their  competitors  c)f  the 
"^affic  Association.  The  present  differential  begins  at  12  cents  on  fliet  class.  At 
one  time  it  was  only  6  or  8  cents. 

16* ^in  D,..-b,Googlc 
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Despite  the  fact  that  many  of  the  Bteamship  lines  are  aflSliated  in  ownership  vith 
the  railroads,  there  is  the  same  competition  between  them  and  railroads  as  between 
the  difierent  rail  lines.  The  policy  of  the  large  tmuk  linee  of  the  East  reaching  into 
Southern  territory  is  to  be  neutral.  There  ia  a  friendiy  interchange  of  bueiDees  at 
the  competitive  points.  There  ought  not  to  be  much  diBerence  between  all-rail  from 
New  York  to  Richmond  and  all-rwl  to  Norfolk.     (663-665. ) 

Mr,  Talcott,  assistant  to  the  president  of  the  Seaboard  Air  Line,  says  that  when 
he  had  direct  knowledge  of  conoitions  prior  to  ten  years  ago  there  was  competition 
between  the  eteamfihip  lines  and  the  railroads  in  the  Southern  territory,  even  for 
business  from  the  West.  The  joint  rates  made  by  the  central  trunk  lines  and  the 
coastwise  steamshipe  were  controlling  factors  in  rail  rates  for  Western  business  to  the 
South  Atlantic  ports,  and  to  some  extent  lo  inland  points.  The  through  rate  from 
Chicago  to  Savannah  and  Charleston,  for  instance,  was  fixed  by  rates  made  by  Uie 
trunk  lines  and  the  coastwise  steamships.  Augusta  was  affected  because  there  was 
a  regular  line  of  boats  up  the  Savannah  River  to  it      (627,  628. ) 

6.  DifferenUaU  by  waUr  route — Denver. — Mr.  Gbiffith,  representing  the  Denver 
Chamber  of  Commerce,  says  that  the  freight  rate  on  goods  coming  from  Eastern 


points  by  way  of  the  Gulf  of  Mexico  aad  the  railroad  through  to  Fort  Worth  is  $2.33 
to  Denver  on  first-class  commodities,  as  compared  with  $2.72  by  all-rail  routes.  A 
considerable  volume  of  business  comes  by  this  water  route.     The  witness  does  not 


know  whether  the  combination  of  the  Union  Pacific  and  Southern  Pacific  wili  be 
likely  to  result  in  the  doing  away  willi  this  differential.  The  combined  railroads 
might  find  it  cheaper  to  haul  the  goods  by  water,  and  therefore  maintain  the  differ- 
endal.     (850,855.) 

6.  Coaitvrise  damficaiion  of  freight.  ^Mr.  Havnb  states  that  the  claasifictition  of 
freight  on  the  coastwiw  steamers  is  the  some  as  on  railroada,  except  that  there  are 
certMn  conditions  that  must  be  made  by  the  boats  which  the  rail  lines  do  not  expe- 
rience. Large  freights  are  carried  direct  from  the  ports  at  rates  that  the  railroade 
would  probably  find  un remunerative.  Merchanto  have  adopted  a  plan  of  centraliz- 
ing their  points  of  distribution,  and  very  often  they  ship  to  local  porta  and  distribute 
from  there.     {418-419. ) 

Mr.  GiiiLLAi'DBu  says  that  the  steamship  companies  engaged  in  the  coastwise  trade 
are  getting  in  line  in  matters  of  clasaflcation  and  methods  of  charging  by  weight,  the 
same  as  the  railroads.     (446. ) 

7.  Cottt  of  oj^entiion — adwaiaga  and  dUadvantaga. — Mr.  Guillauheu  states  that  the 
costs  of  operation  of  water  transportation  have  not  decreased  in  recent  years  in  the 
same  proportion  as  have  the  eoffts  of  operating  nulroads.  The  service  on  the  Old 
Dominion  Line  ia  better  than  it  was  twenty  years  ago,  and  has  improved  almost  ae 
much  as  railroad  service.  The  methods  are  more-expensive,  and  there  is  greater 
expense  in  operating  the  line  than  before,  but  with  the  extension  of  business  which 
has  followed  intelligent  methods  a  lower  cost  has  been  obtained.  He  doubta  if  a 
Steamer  has  the  latitude  to  make  economies  that  a  railroad  has.  There  are  certain 
coete,  like  the  greater  consumption  of  coal  for  higher  speed,  and  the  greater  uae  of 
electric  lighting,  ete.,  which  means  an  added  cost  that  can  not  be  escaped.      (448.) 

Mr.  Ouillaudeu  states  that  one  of  the  difterencea  between  water  transportation  and 
through  roil  transportetion  ia  that  every  pound  of  freight  carried  by  steamboat  must 
be  loaded  on  and  off  the  vessel.  It  requires  in  many  instances  a  superior  class  of 
labor  to  handle  the  freight.  Railroad  freight  doea  not  have  te  be  handled  ao  thor- 
oughly, and  in  many  cases  is  not  loaded  by  the  railroads  at  all.  On  the  other  hand 
stands  the  enormous  cost  of  the  railroad  plant  before  it  can  beg^n operation,  aMagainst 
the  smaller  plant  coat  of  the  ateamship  organization.  A  abort  water  route  would  not 
have  any  particular  advantage  as  to  cost  over  a  railroad,  the  terminal  charges  being 
so  much  greater,  and  there  oeine  only  a  short  distance  in  which  to  recoup  by  the 
lower  cost  of  moving  the  ship.  Water  lines  have  no  real  basis  of  com pwisonoet ween 
one  another;  they  can  not  publish  figures  as  the  railroads  do,  because,  if  they  did  eo, 
it  would  invite  undue  competition.     (446-447.) 

Mr.  Ouillaudeu  says  that  the  tabor,  coat  of  handling  freight,  which  ia  aummed  up 
in  the  trade  as  longahore  labor,  amounts  to  24.7  per  ^nt  of  the  total  operating  coat 
If  the  clerks  and  agents  are  included,  the  proportion  ia  33.8  per  cent  of  the  entire 
operating  expense.  He  doea  not  know  whetber  his  labor  is  in  unions  or  not.  There 
ara  no  rules  or  restrictions  in  respect  of  it  eo  long  as  the  men  do  their  duty.     (450. ) 

Mr.  Hayhb  states  that  the  advantages  of  coastwise  steamers  over  Bailing  vessels 
are  better  service,  higher-paid  employees,  and  less  liability  of  accident.     (420. ) 

8.  Sli-rindiipif  jLKigspiipfT  (ra^c. — Mr.  Hayne  states  that  with  all  ttanaportation 
companies  the  freight  busineaa  is  the  most  important,  but  ttiat  the  passenger  busi- 
I..  _i .-^,g^  else  the  companies  would  not  mrry  pomnnpinT 
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Hr.  Hajne  ibvb  that  the  paosengen  on  the  Merchants  and  Miners'  Line  have  the 
same  accommocUtions  that  are  to  be  found  in  the  bea^  hotels;  that  Bometimea,  of 
course,  tjieir  ahipe  were  delayed  by  reason  of  quarantine,  but  the  delay  was  for  the 
geueral  good,  and  the  quanuitine  officen  would  make  the  delay  aa  light  aa  poeeibk. 
(418,  421.) 

9.  Intaranee. — Mr.  Gitillaudbu  states  that  coastwise  trade  hss  an  advantaee  in 
rates  of  marine  insurance  over  ehipe  in  the  foreign  trade.  Underwriters  fee!  that 
the  coastwise  risk  is  less.  Insnraiice  is  placed  in  America  in  both  American  and 
foreign  companies,  about  half  and  half.  The  American  comptuiies  do  not  like  to 
take  Dig  rislra,  so  the  steamboat  companies  fill  up  with  American  insurance  and  then 
go  abroad  for  the  balance.  The  rates  are  practically  the  same,  because  the  steam- 
boat companies  refuse  to  pay  differently.  Formerly  the  foreign  policy  was  a  little 
more  favorable  than  the  American  policy.  The  veeseb  are  under  American  inspec- 
tion and  are  built  according  to  American  rules,  and  the  insurance  companies  base  on 
that  fact.     (449-460.) 

C.  AMierican  mercluuit  marine  and  ihlp  sulMldles.— 1.  Early  promi- 
nence.— Mr.  Osborne  Howbs,  secretary  of  the  Board  of  Fire  Underwriters  and  mem- 
ber of  the  Boston  Chamber  of  Commerce,  testifies  that  his  ancestors  for  several  gen- 
erations were  American  seamen.  The  American  merchant  marine  has  been  subject 
to  great  Suctuations  from  time  to  time.  In  1790  the  merchant  tonnage  of  tbe  United 
Statee  festered  forthe  foreign  trade  was  364,000  tons.  In  1810  ithad  grown  to9Sl,000 
tons.  This  growth  was  chiefly  due  to  the  great  advantages  the  American  people 
enjoyed  in  consequence  of  the  Napoleonic  wars,  the  United  States  being  pradJcaJly 
the  only  neutral  nation  in  the  world.  After  1810  the  American  merchant  marine 
suffered  a  very  serious  decline;  in  1830  the  tonnage  had  fallen  to  537,000  tons.  In 
1847  the  tonna^  had  increased  to  1,047,000  tons.  From  that  time  to  1S61  it  went  up 
with  great  rapidity,  and  at  the  breaking  out  of  the  civil  war  it  amounted  1o  2,406,00(^ 
or  nearly  as  much  aa  that  of  England  at  that  time.  The  great  increase  beginning  in 
1847  was  portly  due  to  development  of  trade  with  California  and  the  great  influx  of 
migration  which  took  place  at  that  time.  The  pro&ts  of  the  voyagee  were  verv  great. 
Borne  ships  from  Boston  to  San  Francisco  obtained  freight  money  enough  on  that  one 
voyt^  to  pay  the  entire  cost  of  building.  When  the  vessels  would  unload  at  San 
Francisco,  they  would  proceed  to  the  Pacific  islands  and  do  a  great  deal  of  trading 
there,  possibly  returning  to  the  United  States  by  way  of  Europe.  The  officers  ana 
sailors  were  better  adapted  to  the  busiaesB  than  those  on  any  of  the  foreign  ships,  and 
could  deliver  cargoes  in  better  shape,  so  that  for  five  or  six  years  prior  to  the  oreak- 
ing  out  of  the  civil  war  an  American  ship  in  Asiatic  and  Australian  ports  could  obtain 
better  charters  to  carry  goods  to  Europe  than  the  European  merchants  would  give  to 
the  vessels  of  their  own  country.     (7(B-703. ) 

2.  Dedineof  the  AnieriixmmerchajU  marine. — Mr.  Howes  says  that  the  decline  in  the 
American  merchant  marine  resulted  largely  from  the  civil  war.  Confederate  priva- 
teers preyed  npon  the  commerce,  and  insurance  rates  went  up  to  a  very  high  point 
This  would  have  righted  itself  when  the  war  was  over  if  the  price  had  been  such 
that  iron  craft  could  have  been  built,  or  if  the  laws  had  not  prevented  the  purchase 
of  toreign-bnilt  ships  by  American  merchants.  Iron  construction  of  merchant  vessels 
bad  been  commenced  before  the  war.  Several  iron  vessels  had  been  constructed  in 
Boston  Harbor,  and  were  employed  part  of  the  time  in  the  Government  service  as 
transporta.  They  were  very  well  built.  The  tendency  at  that  time  among  the 
American  shipowners  was  to  favor  wooden  vessels  rather  than  iron  ones.  The  wit^ 
ne»'s  father  ran  a  hne  of  wooden  steamers  between  Boston  and  Liverpool,  which 
was  called  the  American  Steamship  Company.  The  enterprise  failed,  owing  to  the 
lack  of  business  and  the  great  cost  of  the  veHsels.  The  Pacific  Mail  Steamship  Com- 
pany some  time  after  the  war  received  a  large  subsidy  for  carrying  the  mails  between 
San  Francisco  and  Hongkong.  It  employed  four  veasels  and  spent  some  15,000,000 
in  building  them.  They  were  poorly  adapted  to  the  business  and  were  not  success- 
ful. The  money  spent  in  buildmg  them  was  practically  thrown  away,  so  far  as  the 
development  of  American  commerce  was  concerned. 

In  1826  S2)  per  cent  of  the  foreign  commerce  of  the  United  Stat«e  was  carried  in 
vessels  sailing  under  the  American  flag,  but  at  that  time  the  total  tonnage  for  foreign 
voyages  was  only  696,000  tons.  In  1861  tbe  tonnage  had  increased  to  nearly  2,500,(N0 
tons,  and  about  65  per  cent  of  it  was  carried  in  American  vessels.  One  reason  for  the 
decline  in  this  percentage  was  that  American  seamen  had  found  a  better  business 
than  canring  American  commerce  only.  They  had  become  the  common  carriers  of 
the  worla.  An  American  vessel  in  those  days  leaving  New  York  or  Boston  was 
frequently  oat  for  four  or  five  years.  They  were  doing  huainess  all  over  the  world 
and  aeldom  came  home  except  for  the  purpose  of  refitting.    Wagee  on  the  vessels 
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were  relatively  much  more  than  they  were  on  foreign  ehipe  or  than  are  paid  at  the 

present  time  on  American  ebipH. 

Thedifficulty  that  IB  exjierienced  at  the  present  time  ia  that  the  "toobof  our  trade" 
can  nat  be  obtained  at  a  low  price.  The  American  shipbuilder,  owing  t«  the  high 
price  of  the  materials  eotering  mio  the  construction  of  veBBela,  has  not  been  in  a  poei- 
tion  to  compete  on  equai  terms  with  foreignere,  and  the  annual  depreciation  in  vessel 
property  is  very  great,  representing  approximately  10  per  cent  a  year.  It  the  Ameri- 
can shipbuilders  had  b^n  willing  to  permit  the  purchase  of  foreign-built  ships  by 
American  ship  merchants,  they  would  nave  had  just  as  much  to  build  tha-nselvee  for 
the  coastwise  Dusinees  and  probably  a  great  deal  more  in  the  wa)[  of  repairing  than 
they  have  had  of  veasels  engaged  in  the  foreign  trade.  If  the  law  in  this  regard  were 
repealed  a  resuscitation  of  the  merchant  marine  would  take  place.  It  is  not  a  ques- 
tion of  capital,  for  there  can  be  plenty  of  money  obtiuned  to  purchase  foreign-Dnilt 
vessels.     (702,705.) 

3.  Skip  tiib«idit». — Mr.  Howes,  of  the  Boston  Chamber  of  Commerce,  declares 
himself  opposed  to  the  subsidy  bill.  The  result  of  subsidies  to  American  steamship 
lines  has  not  been  satisfactory.  The  Collins  Line  has  been  cited  to  the  eKect  that  if  the 
Bubaidies  hadbeen  continued  the  line  could  have  been  built  up,  but  unfortunately  the 
line  was  doomed  before  the  subsidy  ended,  partly  no  doubt  through  no  faalt  of  the 
managers,  but  largely  through  circumstances  beyond  their  control.  This  line  as  well 
as  the  English  lines  at  the  time  were  comx>osed  largely  of  passenger  steamers.  The 
passenger  lines  depend  for  patronage  upon  the  success  and  safety  with  which  they 
carry  their  passengers.  The  loss  of  two  steamers  by  the  Collins  Line  was  fatal  to 
its  businew.  Mr.  Howes  does  not  think  there  is  any  need  for  subsidy.  The  con- 
struction of  American  vessels  might  be  undertaken  if  American  shipbuilders  could 
purchase  American  steel  plates  and  other  steel  fiiinss  for  ships  as  cheaplv  as  they 
are  sold  by  the  American  steel  men  to  the  shipbuilders  in  Scotland  and  ^nglimd. 
He  is  not  aware  that  in  the  transportation  of  freight  any  foreign  Government — with 
the  exception  of  France  and  Italy,  where  it  has  proven  a  failure — is  aiding  its 
merchant  marine  by  mibsidies.  Germany  never  gave  a  general  subsidy,  but  ptseti- 
cally  only  to  the  North  German  Lloyd  Line.  In  France  there  is  a  general  euMidy, 
but  it  has  not  stimulated  its  merchant  marine.  The  subsidv  paid  by  Fiance  was  not 
a  failure  because  she  bought  her  ships  on  the  Clyde,  for  sne  paid  a  higher  rate  to 
thoise  which  were  built  at  home.  The  French  are  the  best  people  in  the  world 
for  the  construction  of  vessels.  It  is  not  a  fact  that  France  held  her  own  when  she 
had  a  subsidy.  Her  merchant  marine  may  have  increased  for  a  short  time,  but 
relatively  she  is  now  worse  off  than  she  was  before.  There  has  been  a  growth  of 
the  merchant  marine  of  all  the  maritime  nations  except  that  of  France. 

In  England,  so  far  as  Mr.  Howes  is  aware,  there  is  not  a  single  vessel  obtaining  a 
mail  suMidy  that  is  not  a  passenger  and  a  mail  carrying  steamer.  The  Penins^r 
and  Oriental  Line  carries  freight  as  well  as  passengers,  but  its  main  resource  is  pas- 
senger business.  The  North  German  Lloyd  has  entered  the  passenger  business  to 
some  extent,  running  its  steamers  to  the  Far  ICast  and  dividing  its  money  with  the 
Hamburg- American.  These  lines  carry  freight,  but  are  more  particularly  maintained 
on  a  mad  schedule.  The  subsidy  is  paid  by  Great  Britain  to  the  Peninsular  and 
Oriental  Line  on  the  ground  that  they  are  to  m^e  a  hieher  rate  of  speed  than  it 
would  be  profitable  for  freight  steamers  to  make.  No  other  lines  operating  in  the 
same  direction  care  to  meet  the  conditions  of  speed  placed  upon  tnis  line.  The 
purely  freight  steamers  plying  between  England  and  the  East  are  not  paid  subsidies. 
Roughly  speaking,  the  tonnage  of  the  Penmsular  and  Oriental  Line  is  about  500,000 
ton8|  Rlr.  Howes  does  not  know  definitely  how  many  ai  "  


States  w 

subvention,  the  witness  would  consider  it  not  so  much  for  the  purpose  of  deVelo^Ine 

American  commerce  as  an  endeavor  to  combine  the  outlying  parts  of  the  Umted 

States. 

The  Bubeidy  bill  that  was  pending  in  the  last  Congrees,  concludes  Mr.  Howee,  was 
not  a  wise  measure.  If  the  protection  granted  to  the  American  shipbuilder  by  that 
bill  were  accompanied  by  a  repeal  of  the  law  that  prohibits  thu  purchase  of  foreign- 
built  veasels,  the  bill  would  not  be  so  objectionable. 

Norway  has  developed  her  merchant  marine  very  rapidly  without  any  subsidy. 
The  Norwegian  steamers  carry  a  very  large  share  of  American  business.  Tbey  are 
employed  in  business  all  over  the  world,  and  have  been  very  successful,  making  very 
larse  profits.  A  very  large  number  of  the  Norwegian  steamers  are  built  in  English 
and  Scotch  shipyards.     (706-711. ) 

Mr.  Andebbon,  secrelaiy  of  the  Chamber  of  Commerce  of  Pittsburg,  is  strongly  in 
favor  of  subsidies  for  building  up  our  merchant  marine.  That  is  the  policv  which  all 
European  nations  have  followed,    The  Latin-American  countries  are  "clamoring'" 
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to  buy  oar  gooda,  bnt  c&n  not,  becanse  we  have  do  abipe  to  deliver  the  goods  with. 
Ab  to  the  len^^th  of  time  for  which  Bubsidiea  would  probably  be  oeceaearv,  we  mlKht 
take  obeervaboiie  from  the  older  comitries.  He  does  not  Buppoae  that  tne  suheimeB 
would  be  permanent.  He  would  put  the  handling  of  the  subeidiee  in  the  handsol  a 
Department  of  Commerce  and  Industry,  which  should,  apparently,  have  some  con- 
trol over  the  rates  of  the  subsidized  lines.     (644, 646. ) 

Mr.  Bbtaxt  savB  that  there  waa  a  division  of  sentiment  in  New  Orleans  in  respect 
of  the  ship  aabday  bill.  Asreat  many  people  do  not  believe  that  the  shipping  inter- 
est there  would  lie  benefllea  by  such  a  measure,  but  that  only  a  few  sbijie  or  a  few 
companies  woald  receive  any  benefit  from  it.  He  quoted  Mr.  Hill,  president  of  the 
Great  Northern  Railway,  to  the  same  effect.  There  is  a  general  opi>ositioa  in  New 
Orleans  toGovemmentsuhsidiee  in  any  form.     Theresultof  the  subsidy  to  tbesugar- 


measure,  and  that  some  of  the  commercial  exchanges  hod  indorsed  it  Mr.  Bryant 
thinks,  however,  that  it  would  not  make  freights  any  cheaper.  The  shipping  inter- 
ests of  New  Orleans  favor  liberal  Government  appropriations  for  the  improvement  of 
the  Mississippi.     (399-4O0O 

Hr.  GuiLLAUSBi;,  of  theOld  Dominion  Line,  says  that  he  does  not  know  the  condi- 
tions surrounding  the  other  coastwise  lines,  but  so  far  as  be  individually  h  concerned 
he  bas  not  made  up  his  mind  whether  a  subsidy  would  be  beneficial.  There  is  net 
crystallized  sentiment  on  the  subject.  Coastwise  trade  could  not  participate  in  the 
braeflls  of  a  subsidy  directly,  ana  he  does  not  see  how  it  could  affect  those  interests, 
except  that  it  might  add  to  their  bm^lens  of  taxation.  Additional  trade  might  be 
secured  incidentally.     (460.) 

Mr.  Hayns,  representing  the  Merchants  and  Miners'  line,  states  that  the  subsidy 
act,  in  hia  opinion,  would  not  be  beneficial  to  the  coaetin([  trade.  The  domestic  lines 
— «"-  '-"  encroachment  from  foreign  bottoms,  since  it  is  illegal  for  foreign  vessels  to 

•ermitted  to 
le  argument 
lias  bc2n  to 

confine  a  foreign-built  veatel  sailint;  under  ttie  American  flag  to  the  foreien  trade, 
while  an  introduction  of  free  goods  m  this  country  means  they  are  to  be  used  in  com- 
petition in  this  countrv.  If  the  policy  of  not  allowing  any  foreign  vessels  to  cozne 
into  this  country  was  adopted  it  would  lead  to  one  of  the  worst  commercial  wars  ever 
seen,  in  which  the  United  States  would  be  the  sufferer,  because  we  would  be  asking 
foreign  nations  to  buy  of  us  and  at  the  same  time  would  be  castii^  obstacles  in  tbeir 
way.  If  the  restrictions  now  existing  were  taken  off,  most  of  the  Canadian  vessels 
would  be  built  in  Cleveland  and  Detroit,  and  not  on  the  Canadian  side.  If  the  vessels 
on  the  lakes  were  restricted  to  voyages  between  the  United  States  and  the  foreign 
countries  the  lake  trade  would  not  amount  to  anything.  Foreign  ships  purchased 
in  Europe  by  Americans  should  be  given  full  American  register,  but  should  not  be 
permitted  to  enter  into  the  coastwise  trade.     (712.) 

6.  Cott  of  iMpbuiiding  in  America. — Mr.  Howes  asserts  that  the  difference  in  cost 
betweentheforeign-builtveeeeland  the  Ameri can  veseidepends  largely  upon  thechar- 
octer  of  the  trade  in  which  she  is  to  be  used.  The  roughly-built  freight  steamer  coeta 
telatiTetymoretobuildinthiecountry  than  the  highly  finished  paseengersteamer.  The 
reason  that  Mr.  Ciamp  has  been  successful  in  obtaining  contracts  for  the  construction 
of  Kussian  and  Japanese  battle  ships  and  cruisers  is  because  of  the  immense  oniount 
of  skilled  American  labor  that  has  entered  into  the  construction  of  these  vessels.  The 
relative  ooet  of  the  law  material  has  amounted  to  much  less  than  would  be  the  case 
with  the  common  freight  comer,  where  the  cost  of  the  raw  material  is  practicolly 
everything.  Mr.  Howes  says  that  the  Messrs.  Thompson,  shipbuilders  on  the  Clyde, 
have  tolanim  that  all  the  woodwork  fortheirsteamera  waa  eithermade  in  Cincinnati 
or  by  laborers  who  had  been  imported  from  Cincinnati  to  (iiasgow,  the  American 
workmen  being  superior  in  this  kind  of  work  to  those  of  Knglondand  Scotland.  One 
reason  why  American  shipbuilders  are  not  able  to  produce  the  avemge  freight  vessel 
as  cheaply  as  the  foreigners  is  that  they  have  not  been  able  to  get  the  benefit  of  the 
low  price  on  steel  which  the  foreign  builders  get  even  from  the  American  numufac- 
turers.  It  is  hard  to  say  whether  that  condition  exists  now  or  not,  but  it  did  last  year 
orthe  year  before.  Itisqaitelikelyat  this  time  that  for  a  roughly  constructed  freight 
steamer  the  labor  cost  would  be  greater  here  than  abroad,  even  if  the  steel  plates  could 
be  obtained  at  the  same  price  that  they  could  be  ontheTyne,  ThereiBagreatadvan- 
tag«  to  this  coontiy  in  the  matter  of  labor,  despite  high  wages,  becauw  of  its  grwt- 
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effldeney.  The  manager  of  a  ha^  Bhipyard  on  the  Clvde  has  told  the  witaeM  that 
be  was  able  to  get  only  about  four  days'  work  a  week  from  his  men,  on  account  of 
drunkemiete.  This  was  tme  through  almoet  all  the  northern  part  of  England  and 
the  southern  part  of  Scotland,  the  loae  to  labor  and  capital  being  such  as  to  give  a  tre- 
mendous advantage  for  all  American  indnHtrial  undertaking^.      (705-708.) 

6.  Coet  iif  iTOJUfporting  exporleanitimporlt. — Mr.  Howbr  testifies  that  in  conaiderinc 
the  coet  of^  the  import  and  export  trade  to  tbie  country  it  is  not  fair  to  take  both  of 
theeeinatt«iBintoconBideiation,becauBe  the  coat  of  transporting  tbe  exports  is  largely 
paid  by  the  foreigners.  It  is  more  equitable  from  the  American  etandpoint  to  con- 
sider only  the  cost  of  handling  the  imports.  He  thinks  from  ^,000,000  to 
$40,000,000  e.  year  would  ligitimatelv  cover  this  coet,  posmbly  (40,000,000.  Ameri- 
can sbips  cany  about  g  per  cent  of  the  traffic.  The  Ainerican  tannage  is  carrying  a 
great  deal  more  of  the  import  trade,  and  always  has,  tluui  of  the  export  trade.  Last 
year  the  American  vessels  carried  between  13  and  14  per  cent  of  the  import  trade, 
and  only  about  6  per  cent  of  the  export  trade.  The  coet  o!  freighting  some  articles  from 
Euro{>e  to  this  coontrv  is  probably  less  thui  one-t«nth  of  1  per  cent  of  their  cost,  and 
the  witness  does  not  believe  that  the  average  freight  rate  is  $15  pe^  ton.  (709, 710, 
711,712.) 

7.  Mr.  Morgan' I  pwehase  of  tUanuhips. — Mr.  Howm  points  out  that  Mr.  J.  P.  Hor- 
ran  wasabtetobuy  the  Leyl^d  Line  of  steamships  without  being  hampered  bvlawB. 
That  line  represents  seven  stock  waterings,  and  yet  Mr,  Morgan  paid  a  premium  on 
that.  The  vessels  are  under  the  English  Hag,  which  is  no  particular  disadvantage; 
the  question  of  having  them  under  the  American  flag  is  perhaps  one  of  sentiment- 
He  does  not  believe  that  any  subeidy  bill  will  pass  unless  Mr,  Moi^n's  lines  get 
some  of  the  benefits.  The  Leyland  Line  is  reported  to  have  paid  15  to  20  per  cent  a 
year,  even  on  its  overcapitalization.  He  regards  this  purchase  of  Mr.  Morgan's  as 
simply  a  development  of  bis  general  system  of  transportation.     (705, 708, 709.) 

D.  HIcaraffUBii  Canal. — Mr.  Whbgler,  representing  the  San  Francisco  Board 
of  Trade,  says  that  the  genend  feeling  of  the  people  in  Califomiais  in  favor  of  the 
construction  of  the  Nicaraguan  Canal.  It  is  true  that  ttie  opening  of  the  canal  will 
bring  Chicago,  St.  Louis,  and  New  York  into  closer  competition  with  San  Francisco. 
Thecana!  wul  become  a  gateway  to  the  Orient,  while  Son  Franciscois  about  theonly 

Steway  at  present.  While  San  Frandsco  might,  for  its  immediate  interest,  consider 
e  opening  of  the  canal  a  disadvantage,  the  general  benefits  to  the  State  must  be 
great  and  would  react  upon  the  welfare  of  the  city.  The  canal  will  open  a  highway 
for  the  transportation  of  Califomia'sproducts  to  theAtlanticseaboard  and  to  I&rope. 
The  fruits  and  other  perishable  products  which  must  now  go  bv  rail  can  be  put  into 
refrigerator  vessels  and  sent  by  tne  canal,  or  the  railroads  will  nave  to  moke  rates  to 
compete  with  the  canal.  The  consumption  of  California  products  will  be  increased, 
new  markets  will  be  opened  up,  and  more  money  will  be  brought  to  Oalifomia  pro- 
ducers, and  San  Francisco,  as  well  as  tbe  entire  Rtate,  will  tlius  be  benefited.     (751.) 

Mr.  Stubbs,  of  the  Southern  Pacific  Company,  does  not  agree  with  the  popular 
supposition  that  the  construction  of  the  Nicaiaguon  Canal  will  vastly  increase  Uie 
trade  of  San  Francisco  and  the  Pacific  coast  with  the  Orient.  The  canal  will  do  San 
Francisco  much  damage,  tending  to  bring  New  York,  Minneapolis,  and  the  a«gree- 
eive  Eaalem  cities  nearer  by  water  than  they  are  now  to  the  llawaiian  Islands  and 
the  Orient.  The  railroads  are  going  to  carry  moet  of  the  local  business  to  San  Fran- 
cisco in  any  case.  There  are  already  too  many  railroads  there,  and  by  competition 
among  themselves  and  with  tbe  canal  they  may  be  forced  to  make  rates  which  will 
put  them  repeatedly  into  bankruptcy,  hut  after  each  bankruptcy  they  will  be  better 
able  to  beat  the  canal.  The  advantage  to  California  in  securine;  more  direct  trans- 
portation to  Europe,  particularly  of  its  groin,  is  small  compared  with  the  disadvan- 
tages, especially  as  that  export  trade  is  constantly  diminishing  in  volume.      (768. ) 

Mr.  Anderson,  secretary  of  the  Chamber  of  Commerce  of  Pittsburg,  thinks  that 
the  Government  ought  to  build  and  operate  an  isthmian  canal,  but  he  adds  that  it 
would  be  somewhat  absurd  to  spend  $200,000,000  to  build  a  canal  and  have  no  ships 
of  our  own  to  go  through  it.     (638,644.) 

Mr.  Bryant  states  that  the  commercia!  men  in  New  Orleans  believe  that  that  city 
would  be  helped  immediately  and  more  largelv  than  any  other  city  in  the  United 
States  by  the  opening  of  the  ^ica^agua  Canal.     (.TST. ) 

E.  Oriental  trade. — Mr.  Wheblbr  believes  that  there  is  a  great  future  for  the 
United  States  in  oriental  trade,  and  that  this  will  prove  of  great  advantage  to  Cali- 
fornia. Until  a  few  years  ago  only  2  or  3  steamers  a  montn  left  San  Francisco  for 
the  Orient,  while  now  there  are  about  12  monthly.  The  Chinese  are  learning  to  use 
American  flour  as  a  substitute  for  rice.  They  are  an  imitative  people,  and  the  habit 
will  iocrease  rapidly.    Instead  of  California  shipping  wheat  to  Liverpool,  there  to  be 
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rrotind  and  diBtribated,  it  will  in  the  future  turn  the  wheAt  into  flour  and  ship  it  to 
the  Orient,  »nd  the  selling  at  flour  ia  a  more  jjrofitable  buaineHH.  Mr.  Jamee  J.  Hill 
bus  been  building  very  larce  veesele  in  anticipation  of  this  flour  trade,  and  a  good 
ieai  of  it  hoM  alreadv  t>een  developed. 

Am  yet,  in  Mr.  Wheeler's  opinion,  bnsineeB  witb  the  Philippine  lalanda  haa  not 
been  developed  greatly  except  in  the  shipping  of  goods  far  the  use  of  theartay.  Mer- 
chants do  not  like  to  sell  goods  in  a  country  where  there  ie  a  war.  When  the  war  is 
entirely  over  the  witnees  thinka  that  many  San  Francieco  merchanta  and  manntac- 
turers  will  exploit  the  Pliilippine  trade.  The  people  are  already  being  educated  np 
to  the  uae  of  our  products  by  the  preaenee  of  the  army  in  the  ielands. 

Mr.  Wheeler  holds,  however,  that  it  will  be  deflirabie  and  necessary  for  our  manO' 
focturere  and  stainpera  to  pay  cloee  attention  to  the  taatee  of  foreign  conaumera  in 
making  and  packing  goods.  With  thia  in  view  a  Pacific  Commercial  Museum,  on  the 
lines  of  the  Philadelphia  Commercial  Mnaenm,  has  recently  been  eatablished.  The 
witneea  believea  that  the  secret  of  the  decline  of  the  British  trade,  particularly  as 
compared  with  the  Giennan,  is  chiefly  the  tact  that  the  British  have  insisted  upon 
the  buyers  taking  what  they  gave  them,  while  the  Uerman  have  asked  the  buyers 
what  they  wanted.     (751,  752.) 

F.  Boilon  export  trade.— Mr.  Howbb,  a  member  of  the  Boston  Chamber  of 
Commerce,  testifies  that  Boston,  next  to  New  York,  is  the  largest  commercial  port 
of  this  country.  For  the  year  1900  its  exports  were  |123,85»t,000,  and  its  imports 
f6S,630,000.  Its  trade  haa  been  growing  with  the  exception  of  last  year,  when  it 
fell  oft,  owing  chiefly  to  the  war  jn  South  Africa.  On  this  account  the  freight  rates 
practically  doubled,  thus  interfering  temporarily  with  the  development  of  the  trade. 
He  thinks  the  trade  for  the  year  1901  wilt  be  considerably  over  (200,000,000  in  value. 
(700.) 

Trrnitporlalion/acUitiet  at  Botbm. — Mr,  Howbs  saya  that  one  reason  why  the  Boston 
trade  haa  developed  to  the  extent  it  has  is  becauee  of  the  splendid  facilities  estab- 
lished there  by  the  railroad  and  other  tranaportation  rompaniea.  The  railroad  com- 
paiiiee  have  built  their  own  wharves,  landii^  sheds,  and  elevators,  and  are  prepared 
without  intermediate  charges  to  put  grain  intended  for  Europe  on  the  vessels.  In 
addition  to  this,  the  system  of  carrying  freight  in  regular  steamers,  in  contradistinc- 
tion to  tramp  steamers,  was  early  developed.  Boston's  trade  to  Liverpool  ia  greater 
even  than  that  of  New  York  City.  The  steamers  are  of  the  largest  si/e  for  freight- 
carrying  purposes,  but  their  limit  has  been  reached  now,  owing  to  the  depth  oftbe 
harbor  channel.  The  largest  freight-carrying  lines  are  the  Leyland,  the  Dominion, 
the  Ciinard,  and  the  Warren,  ^le  flrst  three  of  these  carry  passengers  to  some 
extent,  but  the  last  one  is  a  freight  line  exclusively.      (700-701.) 

O.  Ocean  traflOc  at  New  Orleani. — (See  also  Maninppi  Rirer  traffic,  p. 
CLixxvi.) — Hr.  Bbtant  states  that  there  are  fourteen  different  lines  of  Bteamships 
that  come  to  New  Orleans  regularly.  Two  of  them,  namely,  the  Leyland- West  India 
Line  and  the  Elder-Dempster  Line,  are  the  two  largest  lines  owned  in  America.  Ship- 
ments are  also  made  to  Cuba  over  the  Southern  Pacific  Line.  There  are  no  American 
Bteamera  landing  at  New  Orleans  engaged  in  foreign  businesp.  The  American  lines 
are  engaged  in  coastwise  trade.      About  1,400  ateamahipa  come  to  New  Orleans  in  a 

E«r.     A  good  many  tnunp  steamers  touch  at  New  Orleans,  but  there  is  norejfularity 
respect  of  their  trips. 

Mr.  Bryant  states,  further,  that  the  foreign  vessels  trading  with  New  Orleans  are 
not  so  fast  as  the  vessels  trading  at  New  York.  Most  of  them  ore  freight  vessels, 
whidi  require  from  14  to  18  days  to  cross  the  ocean,  their  speed  being  from  10  to  14 
knots,     ^w  veeaels  there  do  paaeeoger  traffic.    The  Cromwell  Line,  between  New 


Company's  ._  _ „ 

Is  teaching  at  New  Orieane  bring  their  crews  with  them,  as  ther 
law  in  LAoisiana  which  prohibits  the  employment  of  crews  in  her  ports.  The  crews 
have  nothing  to  do  with  the  loading  and  unloading  of  the  vessel,  tbat'work  being 
done  by  home  labor.     (399-400. ) 

This  witness  says  also  that  English  tonnage  at  New  Orleans  is  increasing  more 
rapidly  than  that  of  any  other  country.  If  there  were  a  sufficiency  of  water  at  the 
Jetties,  much  larger  vessels  would  trade  there  than  now.  There  is  only  26  feet  of 
water  at  the  jettiee,  and  many  vessels  trading  at  New  Orleans  could  load  at  tn,  29, 
■nd  30  feet,  while  Bome  vttsels  are  building  that  could  load  at  36  feet  Some  of 
the  larger  vesaels  have  to  go  out  with  leas  than  a  full  cargo.     (394. ) 

^port  trade  from  New  Orieane. — Mr.  Bbv  ant  states  that  the  facilides  for  the  trans- 
fer of  RTUD  from  barges  to  ocean-going  ships  is  nearly  perfectat  New  Orleans. 
The  nUDois  Central  Railroad  has  a  whari  with  a  very  large  modem  elevator,  and  is 
'" "- coft  of  H000,000.     The  Texas  and  Pacific  road  has  a  large 
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elevator  and  is  building  another.  The  bulk  grain  buBinesB  ia  inereseing  more  rapidly 
than  at  any  other  port  in  the  United  States.  It  is  indeed  now  the  second  port  in 
import  and  export  valuec.  There  is  no  complaint  about  the  condition  of  grain  com- 
ing from  barges;  there  ia  no  damage  to  grain  handled  in  that  climate.  Breadatuffs 
go  from  New  Orleans  aJmoet  everywhere  in  the  world,  especially  to  Central  America, 
West  Indies,  and  Europe.      (393.) 

Import  trade  of  Neie  Orleans. — Mr.  Bkyakt  etAtea  that  the  import  trade  at  New 
Orleans  is  increasing  quite  steadily,  and  consists  of  sugar  latgdy  and  some  lumber. 
The  return  car^  on  oarees  going  upriver  is  .largely  sugar.  There  are  two  laiifie 
sugar  refineries  in  New  Orleans.     (389.] 


A.  StatlBtic*  and  character  of   niMlHlppI   Rtver   commerce.— 

I.  General  eondUion  ofrher  tmffij:. — Mr.  John  W.  Bryant,  Becret4M7  of  theSteamboat 
Captains  and  Owners'  Exchange,  New  Orleans,  states  ttiat  there  is  a  general  impres- 
sion that  the  commerce  on  the  Miasiadppi  River  has  verv  greativ  decreased  in  recent 
years,  because  of  the  increase  in  the  railroad  traffic  of  places  affected  by  river  trans- 
portation, but  such  ie  not  the  case.  The  annual  report  of  the  United  States  Super- 
viwn^  Inspector  shows  that  in  1899  and  ]900  there  were  more  steam  vessels  on  the 
Mississippi  and  its  tributaries  than  ever  before.  There  is  a  loss  of  through  traffic,  but 
a  great  deal  of  traffic  which  formerly  was  through  traffic  would  now  be  denominated 
local  traffic.  Formerly  a  vessel  starting  from  St.  Louis  would  make  New  Orleans  the 
point  of  distribution  for  all  the  traffic  to  the  other  river  ports,  whereas  now  a  vessel 
starting  from  St.  Louis  would  trade  locally  with  the  points  between  there  and  New 
Orleans,  and  by  the  time  it  arrived  at  New  Orleans  would  only  have  about  one-third 
of  the  freif^ht  with  which  it  originally  started. 

The  mam  reason  why  the  traffic  on  the  Mississippi  has  apparently  decreased  is 
because  of  the  ilt^timate  methods  puisued  by  the  railroad  companies  in  respect  of 
transportation  to  and  from  the  principal  river  ports.  Another  reason  is  that  the  con- 
ditions of  navigation  greatly  interfere  with  traffic.  While  the  Government  is  spend- 
ing a  great  deal  of  money  in  improving  the  river  and  its  tributaries,  the  results  are 
not  what  they  ought  to  be.  The  Government  usually  commences  its  operations  too 
late,  wMting  until  the  river  getM  low,  and  oftentimes  before  much  work  can  be  done 
the  snag  boats  have  to  quit  because  of  low  water.  Sometimes  the  snags  removed 
were  deposited  along  the  oanks  of  the  stream,  and  the  next  rise  picks  them  up  and 
carries  them  back  into  the  channel.      (387,  3H8,  392-^4.) 

2.  SUUittin  a»  to  amouid  of  traffie. — Mr,  Bryant  states,  lurther,  that  it  is  impoffiible 
to  (umish  full  statiatira  of  the  commerce  of  the  Mississippi  River,  because  there  is  no 
exact  record  kept.  The  steamboats  have  "trip  books,''  in  which  is  entered  the  up 
and  down  freight  of  each  trip,  but  no  other  record  is  kept  Some  12  or  15  years  ago 
the  witness  prepared  a  statement  of  the  commerce  of  the  river  coming  into  New 
Orleans  for  the  2  years  just  t>efore  the  tieginning  of  the  construction  of  the  Bads 
jetties  and  for  the  2  years  after  their  completion,  and  he  found  that  one-third  of 
the  traffic  of  the  river  had  been  diverted  through  the  development  of  the  railroads. 
In  the  census  of  1890  complete  returns  of  the  commerce  on  the  waterways  could  not 
be  secured.  A  few  years  ago  railroad  interests  concerned  in  the  building  of  a  bridge 
prepared  for  their  own  use  statistics  of  the  river  commerce,  which  the  "witness  thinks 
were  colored  more  or  lees  in  favor  of  the  railroads,  and  they  put  the  diversion  of 
business  at  34  per  cent  In  the  year  1900  Mr.  Bryant  prepared  a  table  showing  the 
commerce  of  tne  river.  This  table  shows  that  the  Mississippi  River  from  St.  Louis 
to  the  Gulf,  with  its  larger  tributaries,  has  6,296  miles  of  water,  5,695  miles  of  which 
are  actually  navigable.  In  the  census  report  of  1890  for  this  system  the  commerce 
vasehown  to  amount  to  6,401,203  tons.  Mr.  Bryant's  statistics  show  7,693,908  Ions. 
One  htmdred  and  eighty-nine  steamboats  passed  over  the  river  in  that  year,  making 
6.212  trips.  Tbeir  net  tonnage  was  62,314,  the  value  of  the  vessela  being  $4,331,000. 
The  tonnage  carried  amounted  to  1,590,004  tens.  The  bargee  numnered  1,635, 
and  they  made  2,470  trips.  Their  value  was  (2,003,000.  The  net  tennage  of  all  the 
vessels  was  1,471,128  tons,  and  their  value  (6,334,000.  This  exhibit  does  not  include 
the  vessels  engaged  in  harbor  work,  ferries,  railroad  transfer  boats,  or  Government 
steamers.  The  total  amount  in  tons  carried  on  the  Mississippi  River  between  Cairo 
and  New  Orleatu  was  4,708,355  tons,  with  a  valuation  of  $94,605,762.  The  coastwise 
and  foreign  tonnl^te  from  New  Orleans  to  the  Gulf  via  the  river  amounted  to  2,985,643 
tons,  of  a  total  value  of  (144,704,136,  making  the  grand  total  7,693,998  tons  and  a 
tout  value  of  $239,309,898.  The  principal  commodities  carried  on  the  river  were 
at2,242  bales  of  oottou,  166,049  tons  of  cotton  seed,  163,6U  tons  of  aogu,  and 
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of  fiteel  n 

Oriwma.     (387-389.)' 

Mr.  M.  C.  Markhak,  assistant  traffic  manager  of  the  llliDois  Centml  Railroad  and 
the  Yazoo  and  MiseiHsippi  Valley  Railroad,  tceUfiee  that  prior  to  1870  the  MisBiBBippi 
Biver  and  ite  tributaries  tranaportcd  the  greater  part  of  tlie  freight  and  paflHengere  of 
that  valley.  Since  that  date  a  lan^  railroad  mileage  has  heen  eonetructed.  From 
1870  to  1900  the  railroad  mileage  in  the  MissiBBippi  Valley  increased  from  27,182  miles 
to  over  110,000  miles.  The  cenaus  reported  tl^t  in  1889  there  were  7,445  vessels 
plying  on  the  river,  with  a  cspacity  of  3,398,378  toas,  and  that  10,858,894  paaaengers 
and  over  31,000,000  tone  of  freight  were  transported.  As  a  consequeoce  of  the 
improved  focilitiee  afforded  by  the  railroads  the  river  trafiir  at  the  important  trade 
centetB  situated  on  the  MiesiBBipni  River  has  appreciably  declined. 

Mr.  Harkham  says,  further,  that  the  statistics  of  the  river  trade  are  very  meager. 
He  eubmits  tables  showing  the  relative  volume  of  traffic  by  rail  and  river  at  St 
Ltmk  and  New  Orleans,  as  follows; 


«  carried  on  baizes  from  Pittsburg  to  New 


Tbnno^f!  rtceined  and  thipped  by  n 


1.  LouU/or  the  yean  named. 


Tom  ofjrei^ht  by  rail  rfxived  and  forwarded  aX  St.  Louis  for  the  yean  named. 


The  cotton  receipts  by  river  at  New  Orleans  in  1880  were  64  per  cent  of  the  entire 
cotton  receipts  of  that  place;  in  1890,  20  per  cent,  and  tn  189S,  only  16  per  cent, 
showing  a  large  decline  in  the  river  cotton  trade.  The  rail  recdpts,  on  the  other 
hand,  were  in  1899  over  300  per  cent  of  what  they  were  in  1880. 

QtOtm  TtcapU  at  New  Orleant. 
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Mr.  Markham  also  refers  to  a  statement  made  by  the  captain  of  a  steamboat  line  at 
New  Orleans  in  September,  1900,  to  the  effect  that  so  much  business  was  diverted 
from  the  river  to  rail  that  as  the  boats  go  out  of  commissiim  the  prospects  for  proflts 
were  so  uncertain  that  there  was  no  induceinent  to  replenish  the  fleets. 

The  witnees  says,  however,  that  there  are  six  steamboat  cumimnies  with  24  steam- 
ers plying  between  8l.  Louis  and  other  river  ports,  besides  S4  independent  packets 
aud  towboats.  At  Memphis  there  are  two  packet  companies  and  a  line  of  steamers 
nmning  north  and  south.  At  Cincinnati  tnere  are  29  steamers,  with  a  tonnage  of 
16,711  tons,engaged  in  freight  and  passenger  business  between  that  city  and  other 

The  Misaisaippi  and  its  tributaries  are  still  a  potent  factor  in  diminishing  railroad 
rates  and  revenues.  There  is  a  large  river  transportation  of  heavy  and  bulky  articles, 
where  time  is  not  eesential  to  the  movement  of  the  traffic,     (425-428. ) 

3,  DrnrtMlity  of  better  sUiliriia. — Mr.  Brvant  states  that  the  statistics  of  river  traffic 
wa  not  conaplete.  It  would  be  a  good  thing  for  the  river  interest  if  the  Interstate 
Conuoerce  Conuuinloa  would  compile  such  statistics.    There  is  a  growing  impression 


CLXXXVI      INDUSTRIAL    CiOMMISBION: — TRAKSPORTAXIOIT. 

that  the  nver  traffic  is  deereaamg,  and  that  the  rivere  are  not  worth  improTing  my 

more.  The  etatistics  secured  by  the  Government  engineers  are  not  complete,  and 
they  are  about  the  only  etatisticg  that  are  secured.  It  would  be  much  betCer  for  the 
Government  to  gather  the  etatietica  than  for  a  private  individual.     (398.) 

4.  Navigable  neason. — Mr,  Bryant  eUtee  that  the  navigable  season  on  the  Missis- 
uppi  IB  more  irregular  and  shorter  than  it  was  25  or  30  years  ago.  He  believes  this 
condition  is  brought  about  principally  by  tbe  denuding  of  the  forests;  the  water  is 
brought  down  more  quickly  than  formerly.  Another  cause  is  the  levee  system  in 
the  lower  part  of  the  river;  before  that  system  was  adopted  there  were  many  large 
baains  filled  by  the  river's  overflow,  the  water  from  which,  gradually  draining  back 
into  the  river,  prolonged  the  rise.  The  freehete  come  mainly  from  the  Ohio  River, 
the  Missouri  and  Upper  MiseisBippJ  freaheta  not  cauung  any  trouble  in  the  lower 
river.     (393.) 

5.  Barge  lines  on  the  riwer.— Mr.  MARtCRAif  testifies  that  the  barge  linee  on  the  Mis- 
siBsippi  River,  on  account  of  their  large  tonnage  capacity  and  their  cheapness,  con- 
duct alarge  amount  of  the  transpiortetion  on  the  nver.  The  St.  Louis  and  Missia- 
sippi  Valley  Transportation  Company  early  in  the  eighties  organized  a  consoUdation 
of  three  Mrge  companies  previously  in  existence. 

The  capacity  of  these  bsi^  was  from  60,000  to  66  000  bushels.  A  towboat  would 
often  start  from  St.  Louis  with  4  to  6  barges  attochetl  with  a  carso  of  from  200,000  to 
300,000  bushels  of  bulk  grain  besides  other  kinds  of  freight.  The  consolidated  line 
had  a  capacity  of  moving  3,000,000  bushels  ol  grain  per  month. 

These  old  ijarge  lines,  continues  Mr.  Markham,  were  abandoned  because  they  did 
not  pa^.  The  ori^nal  barge  line  on  the  Missiseippi  was  started  in  the  interest  of 
the  Mifeouri  Pacilie,  which  was  a  (kiuld  property  and  had  no  interests  east  of  the 
Mississippi  River.  In  November,  1900,  a  new  steel  barge  line,  consisting  of  a  tow- 
boat  and  2  barges,  went  into  operation  between  St.  Louis  and  New  Orleans.  These 
boats  are  designed  to  draw  not  to  exceed  0  feet  of  water,  and  are  expected  to  be  very 
successful.  A  recent  trip  took  54  days  from  St  Louis  to  New  Orleans  and  return. 
The  witness  does  not  know  that  any  of  the  railroad  companies  have  an  interest 
in  this  new  line,  but  they  are  looking  with  a  great  deal  of  interest  on  it.  (426, 432, 
441.) 

6.  Tranwortalimtrmthe  Ohio  River. — Mr.  Wilson,  of  the  Cincinnati  Board  of  Trade, 
declares  that  Ohio  lUver  shipping  has  lost  its  existence  with  the  exception  of  the 
transportation  of  verj*  heavy  commodities,  of  wliich  it  still  carries  a  greater  tonnage 
than  any  other  river  in  the  country.  No  railway  transportation  can  ever  deprive  the 
Ohio  River  of  its  immense  coal  tonnage.  It  is  mcreasing  constantly,  but  there  is  no 
shipping  now  of  sugar  or  molasses.     (697.) 

B.  River  ImproTemento.— 1.  Jetties  at  mmuh  of  .AftMtwippt.— Mr.  Bsvant 
states  that  under  the  Eads  system  of  jetties  the  Southwest  Pass  of  the  Mississippi 
was  deepened  from  9  to  26  feet.  Another  of  the  passes  will  be  opened,  the  jetty 
system  also  being  employed  in  that.  Eads's  proposition  was  that  the  iettiee  would 
lie  Belf-maintaining,  the  scour  of  the  river  being  sufficient  to  keep  the  cnannel  open, 
and  dredges  being  used  merely  as  an  auxiliary.  The  present  plan,  however,  is  to 
depend  almost  entirely  npon  the  dredges,  and  use  the  jettiee  as  an  auxiliary.  The 
wind  blows  from  all  directions  and  sand  is  carried  by  the  waves.  Jetties  are  intended 
to  prevent  filling  from  these  forces  as  well  as  to  serve  their  legitimate  purpose.  Mr. 
Eads,  when  he  got  to  26  feet,  thought  a  sufficient  depth  bad  been  reached.  Now, 
with  the  increase  in  the  siae  of  vessels,  26  feet  is  not  sufficient.  New  York  Harbor 
has  received  an  appropriation  to  increase  the  depth  from  35  to  40  feet.  At  Liv- 
erpool about  (9, 000,000  is  being  spent  to  deepen  the  harbor.  At  the  time  the  jetties 
were  constructed  the  longest  vessel  that  came  np  to  New  Orleans  was  about  350  feet 
Now  vessels  are  coming  up  500  feet  long.  New  jetties  will  be  constructed  and  intun' 
tained  by  contract  under  the  supervision  and  control  of  the  Government  engineers. 
(394-3»5,) 

Mr.  Mabkham  says  that  all  that  would  now  seem  wanting  to  fuliv  complete  the 
Mississippi  River  as  a  vigorous  and  active  competitor  of  the  railways  for  all  time  in  a 
sufficient  depth  of  water  at  the  mouth  of  the  river  to  float  ships  of  15,000  or  20,000 
tons.  Laree  ships  could  afford  to  materially  reduce  freight  rates  to  foreign  countries 
on  the  valley  products,  and  the  rates  on  the  shipments  for  domestic  use  would  be 
largely  influenced  bv  the  reduced  export  rates,  A  yearlv  expenditure  sufficient  to 
insuredeep  waterat  tlie  mouth  of  the  Mlssii^ippi  River  would  be  repaid  more  than  ten- 
fold in  the  benefit  to  theproducingcommnnityof  the  Mississippi  Valley.     {430,431.) 

2.  Ohio  Bxi.fr  raaAgaHan. — Mr.  Bhvant  stated  that  navigation  on  the  Ohio  River  is 
very  often  entirely  suspended  for  a  season,  because  of  the  insufficiency  of  water. 
Except  where  locks  and  dams  are  used  the  river  sometimes  is  not  more  than  a  foot 
«od  some  inchee  la  depth.    The  bridges  across  the  streun  are  of  i«n  the  Murce  of 
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^reat  danger,  one  bridge  in  particvil«r  beiag  bo  low  that  during  the  lut  Hm  of  the 
river  steamboats  could  not  pass  under  it.  The  money  lossesfrom  these  bridges  have 
been  enough  to  pay  for  any  bridge  across  it,  not  counting  the  loss  of  life.  Irtore  ton- 
nage is  earned  on  the  Ohio  River  than  on  all  the  other  rivers  in  the  Miwiseippi 
Vuley  together.  Practically  all  the  coal  used  in  New  Orleans  and  along  the  Miaeis- 
rappimver  comes  down  from  Pittsburg  on  baTges.  The  upper  part  of  the  Ohio  River 
had  been  so  filled  up  by  corporations  making  more  building  room  that  the  river 
has  become  very  narrow  and  the  water  gathers  an<l  runs  out  very  quickly.  Some- 
times a  big  rise  at  Pittsbara  will  lost  hardly  long  enough  to  get  out  two  runs  of  coal, 
while  years  ago  there  would  be  water  for  several  months.     (388,  392,  394.) 

Mr,  Akdebbon,  secretary  of  the  chamber  of  commerce  of  Pittshurg,  states  that  a 
most  remarkable  improvement  of  the  Ohio  River  is  in  progress  by  means  of  movable 
dams.  The  first  of  these  dama,  that  at  Davis  Island,  has  given  I^ttehurga  harbor  from 
10  to  12  miles  Ions  and  as  deep  as  desired  all  the  year  round.  When  the  water  is  high 
enough  to  be  fit  for  boating,  the  dam  is  removed.  When  the  rivera  fall,  the  dam  is 
put  in  to  store  the  water.  A  lock  is  used  to  enable  boats  to  para  the  dam  when  it  is 
in  use.  The  lock  at  Davis  Island  is  the  largest  in  the  world.  There  are  some  12 
dams  now  under  contract,  and  when  they  are  finished  the  jieriod  o(  navigation  on 
the  Ohio  River  will  be  increased  2  or  3  months.      (643,  647. ) 

C.  FrelBht  rate* — Competition  witli  railroads. — 1.  mfiufnee  of  river  rate* 
on  railroad  raUt  (see  also  as  to  effect  on  long  and  short  haul  rail  rates,  pp.  cvii,  fl). — 
Mr.  Marehak  says  as  to  the  influence  of  the  river;  "The  complexities  and  necessi- 
liea  which  confront  the  railroads  in  rate  making  are  such  as  to  make  this  river  influ- 
ence almost  conterminous  with  the  Rocky  Mountains  on  theone  side  and  thcAtluitic 
Ocean  on  theother.  •  »  •  The  recognized  principle  ferrate  construction  •  •  • 
has  rendered  it  imperative  that  certain  Axed  relations  shall  be  established  in  railroad 
rates  to  common  points  of  destination  from  various  points  of  origin." 

The  river,  continues  the  witness,  makes  the  rates  from  St.  Louis  to  Memphis  or  New 
OrleansandthereilroadsrunDingbetweenthosepaints.toKetBBhareof  the  traffic,  must 
necetesrily  offer  rates  approximating  thoee  made  by  the  river  craft.  While  Chicago 
ia  not  situated  on  the  river,  it  would  be  placed  at  a  dlKdvontoee  as  regards  the  Mem- 
phis or  New  Orleans  trade  if  it  were  not  put  on  a  relatively  fair  rate  plane  with  St 
Louie  to  enable  Chicago  manufacturers  and  merchants  to  compete.  A^in,  the  mer- 
chants and  manufacturera  in  the  outlying  towns  of  importance  contiguous  to  Chicago, 
who  are  seeking  markets,  will  demand  m>m  the  roilroatls  which  serve  them  such 
favorable  rates  as  will  enable  them  to  market  their  producta  as  against  Chicago  and 
8t  Louis,  and  it  may  be  to  the  beet  interest  of  the  roads  to  cj)mp1y.  Cities  mrther 
removed  that  would  be  affected  in  the  sale  of  their  products  by  the  favorable  rates 
given  the  others  would  likewise  make  demands  upon  the  railroads  which  serve  them, 
and  their  demands  would  be  granted,  and  thus  'the  demand  would  spread  st«p  by 
step  until  almost  the  entire  northern  country  had  partaken  iti  a  iiieasure  of  the  low 
rates  mode  necessary  in  the  firet  instance  by  the  river  influence." 

Mr.  Markham  says  also  that  by  Mississippi  River  comjietition  the  railroads  are 
prevented  from  keeping  up  rail  rates  to  leading  Southern  trade  centers. 

Mobile  on  the  Gulf  of  Mexico,  140  miles  from  the  Mississippi  River,  is  supplied 
with  railroads  which  have  no  interest  in  New  Orleans,  and  its  merchants  and  manu- 
bictarers  compete  with  those  of  New  Orleans  at  common  markets,  ^'ew  Orleans, 
being  on  the  river,  is  enabled  to  have  low  rates,  and  therefore  the  Mobile  roads  are 
obliged  to  give  the  same  rates  to  that  city  from  St.  Louis  and  points  north  as  are 
given  to  New  Orleans.  'Other  trade  centers  in  Alabama  compete  in  common  terri- 
tory with  Mobile  and  New  Orleans;  and  therefore  their  rates  from  the  North  can  not 
be  greater  than  the  Mobile  rate  plus  the  low  rat«s  up  from  Mobile  by  the  Alabama 
lUver,  becaose  they  must  be  put  on  the  same  plane  as  Mobile  and  New  Orleans. 
Galvecrton  (360  miles  weet  of  New  Orleans)  has  noriver  advantages,  but  the  railroads 
serving  that  dty  deem  it  proper  to  put  it  on  a  plane  whereby  the  Northern  products 
can  be  exported  therefrom  as  well  as  from  New  Orleans,  and  this  arrangement 
wonid  affect  outlying  and  intermediate  towns  between  Galveston  and  the  Massouri 
River. 

In  this  way  specific  rate  differentiala  are  established  between  trade  centers  inter- 
eeted  in  efiacting  saleeof  their  products  in  common  territory.  Industrial  enterprines 
remote  from  the  river  thus  secure  much  more  favorable  rate^i  than  the  railroads 
would  bo  justified  in  making  if  the  river  influence  did  not  exist. 

Iq  the  same  way  the  rates  from  the  East  to  the  West  are  affected  by  the  river 
rtiee.  Grain  from  Kansas  City  to  New  York  would  pay  a  rate  approximating  that 
from  Kansas  City  to  St.  Lonis  plus  the  low  barge  rote  from  6L  Louis  to  New  Orleans, 
and  whatever  rate  is  made  from  Kansas  C^ty  to  the  Atlantic  seaboard  must  be  niade 
■In  from  the  other  MiMonri  River  towns.     (429,430.)  |-  ,    (^^tn>*^MC 
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Mr.  Markbam  submita  the  following  table  as  showing  the  fall  of  rates  by  rail  ii 
the  MiBBiasippi  Valley  under  influence  of  river  traffic: 

All-rail  rala  of  frHght  from  SL  Louis  to  Southern  etlia. 


1S82. 

.m 
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2.  Rivn-TOletandTailteai/raUi  compared.— Kt.  Bryant  stAtee  that  the  river  rates 
are  very  much  cheaper  onlinarily  than  the  railway  ratee.  The  rate  on  bulk  enun 
from  St.  Louis  to  New  Orleans  by  rail  is  10  cents  per  hundred'  in  barges  onTy  3^ 
cents.  A  line  of  wbaleback  barges  has  recently  been  eHtablished  between  St.  Lonis 
and  New  Orleans,  They  are  of  a  larger  draft  and  are  towed  tandem,  and  can  be 
moved  with  much  tees  expenBe  than  the  old-style  bargee.  The  manager  of  thia  new 
line  asserts  that  if  he  could  be  assured  of  not  less  than  8  feet  of  water  all  the  year 
round  from  St.  Louis  to  Cairo  he  could  carry  bulk  grain  from  St.  I^uis  to  Hew 
Orleans  for  2  cents  per  bushel. 

The  rates  on  the  river  are  generally  uniform,  but  when  the  river  is  low  they  are 
a  little  higher,  because  of  the  difficulties  of  navigation.  The  witness  quotes  Mr. 
HcRae,  member  of  Congress  from  Arkansas,  who  states  that  when  the  river  ia  up, 
cotton  can  be  sent  from  Camden  to  New  Orleans  for  (1.25  p6r  bale;  when  the  river 
ia  down  and  the  t>oats  can  not  run,  the  i^te  by  rail  is  S3.10  per  bale.  Mr.  McRae 
BS)^  further  that  the  rate  on  flour  is  35  cents  per  barrel  by  steamboat  and  75  cents  by 
rail,  and  that  the  rate  on  boots  and  shoes  by  water  from  Boston  to  Camden  is  79 
cents  a  hundred  and  by  railroad  (2.02  per  hundred.     (389-390. ) 

3.  RaUuvy  diiiaiminalion  and  rirer  traffic. — Mr.  Brvast  states  that  the  railroads,  in 
defiance  of  the  long  and  short  haul  section  of  the  interstate-commerce  law,  make 
imremunerative  rates  from  the  principal  river  ports  to  New  Orleans,  often  carrying 
thefreightat  a  loss,  and  recoup  their  lossee  from  traffic  on  intermediate  points  not 
touched  by  the  river.  The  railroads  Have  fixed  the  rate  on  cotton  from  Memphis  to 
New  Orleansat  85  cents  per  bale,  while  from  points  away  from  Memphis,  they  receive 
from  (1.50  to  (2  per  bale.  One  point  100  miles  from  New  Orleans  is  compelled  to 
pay  $2  i>er  bale  freight,  whereas  the  steamboat  rate  from  a  point  on  the  river  opposite 
that  point  is  only  50  cents.  The  Memphis-New  Orleans  rate,  after  deducting  25 
cents  for  insurance,  is  unremunerative  to  the  steamboat,  and  no  cotton  is  shipped 
from  Memphis  to  New  Orleans  by  boat.  The  same  condition  exists  in  respect  ol 
Natchez  and  Vicksburg  rates  to  New  Orleans.  These  discriminations  by  the  railway 
companies  destroy  river  traffic  at  competitive  points,  at  the  expense  of  the  commu- 
nities remote  from  competition.    Legislation  should  correct  this  evil.     (387,388,390,) 

4.  Space  and  waght  freight  rates  (mrtftrfeoaf*,— Mr.  Bryant  states  that  formerly  the 
freight  rates  on  the  river  boats  were  regulated  by  space  or  iwckage.  A  barrel  of  flour, 
beans,  potatoes,  orsometbing  of  tliataort,wHscarried  at  a ''dry  barrel"  rate;  molasses, 
vinega^  whisky,  oil,  etc.,  at  a  "wet  barrel"  rate,  and  boxed  goods  at  so  much  a 
box.  Large  cases,  etc.,  were  carried  at  so  much  a  foot.  Now  the  railroads  have 
forced  the  boats  to  carry  everythirie  by  weight,     (391,) 

5.  Combituilioji  in  riitr  traffic. — Mr.  Bryant  states  that  there  has  been  no  attempt 
among  the  river  boats  to  r^;u!ate  the  rates  of  river  traffic,  because  it  is  impossible  to 
do  BO.  At  New  Orleansthere  were  30  steamboats  in  the  freight  carrying  business;  1  line 
has  3  boats,  another  6  or  7,  another  4,  andtheotherlTare  individually  owned.    There 


ests  would  l)e  fruitless,  because  somebody  on  the  outside  having  a  boat  would  have 
the  same  opportunitv  for  business.     Nobody  owns  the  river,  the  concT'' 
different  from  that  o{  a  company  owning  a  railroad  track.     (391-992. ) 


D.  IHlHcellaneoiu. — 1.  Coal  of  tran»portalion  by  riier, — Mr.  AndkhsoKj  secretary 
of  the  chamber  of  commerce  of  Pittsburg,  says  that  coal  is  carried  from  Pittsburg  to 
New  Orleans  by  water,  2,000  miles,  at  an  operating  cost  of  (1  a  ton,  or  less  than  half 
a  mill  a  ton  a  mile.  Coal  has  been  carried  oy  contract  in  late  years  at  60  or  60  cents 
a  ton,  and  the  empties  brought  back.     (642.) 

2.  Inmiraaee  and  ri»k*. — Mr.  Bryant  states  that  the  insurance  on  boats  is  very 
heavy,  numing  from  8  to  18  per  cent,  because  navigation  is  so  dangeroos.    BnAgs  can 
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not  b«  kept  out,  and  the  number  of  bridf^  acron  the  stream  is  bo  i^reat,  and  they 
have  been  built  with  ho  little  regard  for  navigation,  that  they  are  alfw  a  source  of 
danger.  Hardly  any  bridge  hae  been  propoeed  but  the  river  men  have  been  forced 
to  fight  to  have  it  eo  constructed  as  not  to  interfere  n'ith  navigation.     (392. ) 

3.  Lumber  trangpijrtalion. — Mr.  Markham  states  that  the  decreaae  in  the  transpor- 
tation ol  lumber  at  Chicago  and  tit.  Louia  is  attributed  partly  to  the  depletion  of  the 
forests,  but  largely  by  the  doint;away  of  the  middleman.  Twenty  years  ago  Chicago 
was  a  very  lai^  market  for  lumber  coming  down  by  ship  from  northern  Michigan 
and  Wisconsin.  Now  some  inmber  comee  in  this  way,  but  the  railroads  have 
built  into  the  lumber  regions  ot  Wisconsin  and  Michigan,  and  the  cars  are  loaded 
there  and  go  through  to  their  destination  direct.  The  lumber  industry  in  the  South 
has  also  developed.  The  lumber  coming  down  the  Wisconsin  rivers  instead  of 
going  to  8t.  Louis  now  stops  at  the  Upper  Mississippi  River  towns  and  is  distributed 
from  there.     (431-432.) 

4,  Boal  building  on  nveri. — Mr.  Bbyant  states  that  boats  can  be  built  on  the  Ohio 
Biver  for  the  river  trade  better  than  anywhere  else.  Most  of  the  boats  used  on  the 
MissisHippi  and  Missouri  riveraare  built  on  the  Ohio  River.  The  Navy  Department 
is  estabhshing  a  large  dock  at  Kew  Orleans,  and  that  would  lead  to  the  establish- 
ment of  a  shipyard.  Small  sailing  vessels  have  been  built  there  from  time  to  time 
for  many  years,  and  occasionally  a  small  steamboat  has  been  built.     (387.) 

6.  Panenger  hoatt. — Mr.  BRYAtrr  states  that  at  present  there  are  not  so  many  of  the 
large,  fine  passenger  boats  on  the  river  as  formerly  ran  from  St.  I«uia  or  Cincinnati 
to  New  Orleans.  One  reason  is  that  tfae  boats  have  to  remain  idle  so  long  during  low 
water;  another  reason  is  that  in  the  early  days  the  freight  from  St.  Louis  was  car- 
ried to  New  Orleans,  which  was  the  point  oi  distribution  for  all  the  river  traffic. 
Now  the  St.  X>ouis  traffic  is  distributed  atoi^  the  river  as  the  boat  goes  down.  Vicks- 
burg,  Memphis,  and  Natrbez,  which  formerly  did  not  operate  boats,  at  present  have 
"  B  of  their  own,  but  none  of  these  lines  carry  many  passengers, 
B  of  bus ■•  • 


because  they  could  not  compete  with  the  railroads  for  this  tine  o. 

6.  CMton  halet. — Mr.  Bryant  stated  that  the  steamboats  would  rather  handle  the 
flat  cotton  bale  than  the  round  one,  because  it  is  more  conveniently  stored  on  the 
boat.  The  Oat  bale  contains  twice  as  much  weight  as  the  round  bale.  Out  of  78,000 
bales  exported  from  New  Orleans  in  one  day  recently  only  4,300  were  round  bales. 
(390^91.) 


A.  llnlfbmltr  of  (axatlon— AtUastment  bettveen  Stutei.- 

Adahs,  statistician  of  the  Intentato  Commerce  Commission,  declares  that  everyone 
who  knows  the  difficulties  of  State  taxation  of  railroads  must  welcome  anything  that 
looks  toward  uniformity.  The  railways  pay  all  the  way  from  {30  a  mile  up  to  f  900  a 
mile,  and  the  methods  of  determining  the  taxes  are  different  in  ilifferent States.  If 
the  Federal  Government  should  make  a  proper  investigation  of  the  value  of  railway 
property,  especially  of  its  physical  elements,  Mr.  AdamHtbinks  that  the  States  would  - 
accept  it  ana  adjust  their  taxingschemetoit,  and  probably  come  to  an  understanding 
among  themselves  as  to  the  proportion  of  the  valuation  of  the  roads  which  should  be 
assigned  to  each.     (382.) 

Professor  Adams  considers  that  even  if  a  fair  valuation  of  a  whole  railroad  system 
were  arrived  at,'the  division  of  the  valuation  among  tho  several  States  on  the  basis 
of  mileage  would  not  be  equitable.  The  pro  rata  rule,  for  instance,  would  benefit 
Wisconsin  un&irly  at  the  expense  of  Michigan.     (1)83.) 

B.  Taxation  and  valnatlonof  ratlroada  In  Illlclilsan.— 1.  PreKiat^t- 
laa  and  propotcd  change*. — Professor  Auahs,  statistician  of  the  Interstate  Commerce 
Commission,  says  that  Michigan  has  a  system  of  spLfial  corjioratiun  taxes,  by  which 
railroads  and  other  properties  of  that  class  are  taxed  on  theirgross  earnings,  the  rale 
varying  with  the  clasincation  of  the  corporation.  The  gross  earnings  of  railroads 
are  determined  for  purposes  of  taxation  by  adding  to  all  local  earnings  within  the 
Btate  a  certain  proportion  ot  interstate  earnings.  This  method  was  reiiuired  by  the 
coDstdtution  of  the  State,  but  at  the  last  election  an  amendment  was  adopted  by  an 
overwhelming  majority  permitting  the  use  of  the  ad  valorem  syKteni  of  taxation. 
The  people  had  come  to  feel  that  the  taxes  nhich  the  corporations  paid  under  the 


statute  were  not  equal  to  the  rate  of  taxation  under  the  general  properiy  law. 
Special  tax  commiaion  was  appointed  to  make  an  investigation  of  the  value  of  the 
railways  for  the  purpose  of  determining  this  question.  Mr.  Adams  describes  the 
methods  of  thia  inveetdgation  in  detail.    While  the  result  of  the  investigation  does 
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not  show  values  as  high  ae  the  advocates  of  ad  valorem  taxation  had  claimed,  it  does 
Bhow  that  the  railwayB  lire  paying  relatively  less  than  other  property.  Ae  to  a 
choice  between  the  two  methoda  of  taxatloa,  on  capital  value  and  on  ^roB8  earnings, 
Mr.  AdaniB  Bays  a  choice  can  be  made  only  in  view  of  practical  conditions.  In  view 
of  practical  conditions  he  thinks  it  would  he  wise  for  Michigan  to  undert^e  the  ad 
valorem  Bchenie  of  taxation,  "because  the  people  of  this  country  are  not  yet  r^idy 
to  establish,  as  it  seems  to  me  they  might  well  establish,  a  distinct  scheme  oicorpois- 
tion  taxation."     (374,  383,  384.) 

Professor  Adams  says  that  the  question  is  not  yet  settied  in  Michigan  whether  rail- 
way corporations  should  be  taxed  uniformly  at  the  average  rate  throug[hout  the  State, 
or  taxed  on  their  property  within  each  district  according  to  the  rat«  m  tlie  district. 
(384.) 

Profeesor  Kiplby  refers  to  the  taxation  law  which  has  recentiy  been  enacted  by  the 
Btateof  Mirhigan.  The  law  endeavors  to  distingaish  between  the  tajigible,  phys- 
ical property  of  a  road  and  its  nonphysical  property.  An  attempt  has  been  made 
to  see  how  much  it  would  cost  to  reproduce  every  kind  of  public-service  corpora- 
tion now  in  the  State  of  Michigan.  An  estimate  is  made  of  how  much  an  entire 
railroad  is  worth  solely  as  tangible,  physical  property;  then  it  is  ascertained  what 
the  earnings  of  the  road  have  been  on  an  average  for  the  last  ten  veare,  and  what  is 
a  lair  capital izatioti  of  those  earnings.  After  this  is  done  an  endeavor  is  niade  to 
determine  ttje  difference  between  the  tangible,  physical  property,  which  is  taxed 
under  the  general  property  laws  of  Michigan,  and  the  larger  sum  which  represents 
what  would  be  a  fair  capitalization  of  the  road  on  the  baflis  of  its  earnings.  The 
difference  is  considered  to  be  the  value  of  its  franchise,  which  is  subject  to  special 

2.  Recent  effortt  at  to  valwUion.  of  railroadi. — Professor  Adahs  describes  the  method 
by  which  a  special  tax  commission  in  Michigan  investigated  the  value  of  the  railroads 
of  the  State.  The  plan  adopted  involved,  first,  an  appraisal  of  the  physical  prop- 
erties of  the  road,  and,  second,  an  appraisal  of  what  was  termed  the  nonphysical  ele- 
ment. In  r^ard  to  the  physical  properties,  the  cost  of  reproduction  was  made  the 
basis  ot  valuation.  To  detOTmine  the  coet  of  reproduction  a  very  thorough  survey 
of  the  roads  was  made.  The  services  of  men  who  had  acted  as  engineers  and  bad 
built  considerable  amounts  of  road  were  secured,  and  specialists  were  hired  for  every 
portion  of  the  work.  For  estimating  the  grading,  profiles  of  all  the  roads  were 
secured,  and  the  greater  part  of  the  reads  was  traveled  over  by  agento  of  the  com- 
mission, BO  tliat  they  could  tell  from  personal  observation  about  what  the  cost  of 
S reding  and  embanking  would  be.  The  number  of  freight  cars  of  certain  classes  was 
imished  by  the  roads  and  the  railroad  commissioners,  and  then  a  sufficient  number 
of  cars  in  each  class  was  personally  investigated  to  ^ve  a  basis  for  setting  a  correct 
price  on  them.  The  cost  of  interlockings,  the  cost  of  ballast,  the  cost  of  warehouses, 
the  cost  of  docks,  all  were  personally  investigated  by  representatives  of  the  tax  com- 
missioners. For  the  value  of  the  real  estate,  the  commission  relied  on  the  services 
of  expert  real  estate  agents  of  the  localities.  In  important  cases  they  went  so  far  as 
to  trace  the  deeds  of  abutting  property  to  find  out  what  such  property  was  selling 
for.  The  railroads  were  at  first  not  interested  in  this  investigation,  but  when  they 
found  that  it  was  carried  on  In  an  honest,  open,  and  scientific  manner,  without  any 
political  bias,  they  at  least  gave  the  agents  of  the  commieeion  the  privilege  of  appear- 
ing on  their  property,  and  one  of  the  important  roads  loaned  the  services  of  its 
architect,  on  condition  that  he  do  no  work  on  the  property  of  his  own  road. 

Some  of  the  elements  of  a  railroad  are  not  subject  to  deterioration;  but  others, 
such  as  ties  and  rolling  stock,  are.  When  the  cost  of  reproducing  each  item  of 
phyacal  property  had  1:^n  determined,  an  allou'ance  was  made  for  an  accepted  per- 
centage of  depreciation.  The  sum  ot  the  remainders  was  the  accepted  value  of  the 
physical  property  of  the  road. 

For  the  purposes  of  the  investigation  the  commission  adopted  the  classificsUon  of 
construction  expenses  which  is  prescribed  by  the  Interstate  Commerce  Commission 
as  the  basis  of  its  analysis.     This  has  been  worked  out  in  much  detail  and  with  great 

professor  Adams  believes  this  theory  of  the  determination  of  the  cost  of  reproduction 
to  be  entirely  sound  except  in  its  application  to  land.  In  strict  theory  at  least  it  does 
not  seem  proper  to  apply  the  principle  of  reproduction  except  to  properties  that  can 
be  reproduced,  and  reproduced  in  unlimited  quantities  at  uniform  cost.  The  value 
of  land  is  the  opportunity  that  it  gives  for  the  location  of  an  industrr.  It  is  quite 
possible  that  that  value  can  not  be  properly  arrived  at  on  the  theory  of  coat  of  repro- 


monly  called  the  franchises  of  these  corporation 
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ProfeMor  Adams  submitted  to  the  commianon  hie  views  on  this  question  in  a  letter 
which  is  in  part  ae  follows: 

Tbla  Donphyilcs]  or  Lmmaterlal  elemcDt  i>  not  a,  ilmple  conmerctikl  elemeot,  but  Include.  BiooDg 
otIiBr  tbln^,  the  tollowiDg: 

1.  It  Includes  the  fnncblse  (a)  to  be  ft  corpoistion;  (b)  to  u»e  publto  property  and  employ  public 
aulhoiity  [oi  corporate  enda. 

2.  It  Includes  Oie  po«e«don  of  tiat&c  not  exposed  to  competition,  ae.  lor  example,  local  traffic. 

3.  It  Includes  the  powesfllou  of  traffic  held  by  efltabllibed  connectlone.  althou§:heipofled  tocompe- 
UUon,  US,  lor  example,  through  traRlc  tbat  ts  secured  because  the  line  In  question  Is  a  link  In  a 

4.  Jt  Inclades  the  benefit  o[  eoonotoles  made  potslble  by  Increased  density  of  Irafflc. 
i.  It  includes  a  value  on  account  of  the  OEgaulEatloii  and  vllahtyof  tbelnduMiieg  nrved  brtha 


coniorattoa.  aa  well  as  of  the  organliation 


itl;,  la,  Id  put,  of  the  natore  of  an  unearned  Incn 


encemsT  bejude  to  the  Mlowins  facts: 


lecessary  In  order  to  prevent  the  rllsluteKTallDn  of  the 


corrobontlDg  the  ezMence  ol  this  elemenC  of  value  In  ail  succeaiful  corporate  enterprises,  reter- 

pbyelcal 

„ „_aiiaUODs 

,  ..  money.  Is  it  not  evident  that  ihey  possess  an  established 

commercial  laloef 

2.  ft  la  not  uncommon  for  courts,  In  placing  railway  properties  In  the  hai  '      '         '  .     -  -      ■ 

their  action  by  thea»ertlon  that  Ihe  step  is  necessary  In  order  tc 

property.    Isit  not  a  legitimate  eonclualDn  from  this  fact  that  (hei. 
elemecl  of  value? 

S.  The  universal  recoenttlon  of  the  necessity  of  supplementing  the  general  property  tai  by  some 
■ptKlal  method  of  taiadon  In  the  case  of  railways  Is  an  aeknovrledgment  of  Iho  fact  that  the  tceneral 
property  tai  by  ordinary  methods  of  aMosmcnt  does  not  attach  itseK  to  the  full  value  of  corporate 
pioperty.  The  geneial  property  tax  vorked  well  when  the  major  portion  of  property  was  nkaterlal 
and  visible;  It  failed  to  work  well  when,  through  the  development  of  corporate  enterprises  and  credit 
reladoni,  immaterial  values  came  to  be  relatively  slgDlflcallt. 

The  question  then  arisee  as  to  the  best  method  of  valuing  this  intan^ble  property. 
The  method  of  appriueement  on  the  basis  of  the  market  value  of  stocks  and  Donos 
has  something  in  ita  favor,  but  is  not  Batiefactory.  Of  all  the  roads  in  Michigan 
there  were  oni^  four  of  whose  stocks  and  bonds  there  were  a  suffitrient  number  of 

Quotations  to  give  a  reasonabte  baeiaof  valuation.  Another  objwtion  to  this  method 
ir  State  purposee  ie  that  when  this  valuation  is  obtained  it  is  the  valuation  of  the 
ay8t«m.  There  still  remains  the furtberqueetion,  what  portion  of  the  valuation  of  the 
system  to  assign  to  the  State.  Moreover,  in  the  present  case  the  commission  by  insti- 
tuting; an  appraisal  of  the  physical  assets  of  ttie  corporations  hod  committed  itself  to  a 
rule  inconsistent  with  the  valuation  of  sto<:ks  and  bonds.  Abandoning  this  method 
the  value  of  the  intangible  property  must  be  determined  on  the  basis  of  information 
secured  from  the  accounts  of  the  corporations.  There  are  two  accounts  which  might 
be  osed  for  this  purpose,  namely,  the  general  balance  sheet  and  the  income 
account.  The  general  nalance  sheet  contains  a  nominal  statement  of  the  cost  of  the 
road  and  equipment,  but  this  statement  has  often  no  relation  to  the  actual  coat  or  the 
actual  value.  Any  fair  ap^jraisement  of  railway  property  must  be  reduced  to  a  basis 
of  earning  power,  and  this  ie  to  be  ascertained  from  the  income  account  of  the 
roads.  Another  reason  for  the  acceptance  of  this  basis  is  that  the  rules  of  book- 
keepii^i  so  far  as  this  account  is  concerned,  are  fairly  uniform  for  all  railways. 
The  rules  of  the  Interstate  Commerce  Commission,  »o  &r  as  this  particular  account 
is  concerned,  have  lieen  approved  by  the  convention  of  State  railroad  commifflionere 
and  willingly  accepted  by  the  association  of  railroad  auditors.  Professor  Adams 
believes  also  that,  so  far  aa  operating  expenses  are  concerned,  the  roads  follow  as 
Strictly  as  possible  the  rules  laid  down.  Having  accepted  the  general  principle  of 
valuation  on  the  basis  of  earning  power.  Professor  Adams  lays  down  his  rule  for 
determining  earning  power,  as  follows: 

The  tule  submitted  lor  the  appialsal  of  the  immaterial  values  of  railway  properties,  or  what  I  pre- 

1    !>—■_  — ^th  gross  eamluBs  from  operation,  deduct  Iherefrom  the  attBrcgale  of  operatlnjt  expenses,' 
jDOermay  be  termed  the  "Income  from  operation,"    To  this  should  beaddeil  "Income 


Of  Its  annual  sarplus. 

2.  Deduct  from  the  above  amoimt — that  la  losay,  "total  Income,"  as  an  annuity  properly  charge- 
able to  capital—a  certala  per  cent  of  the  appraised  value  of  Ihe  physical  properties, 

3.  From  this  amount  should  be  deducted  rents  paid  for  the  lea^  of  property  operated  and  perma- 
nent Improvements' chatxed  directly  to  Income,  The  remainder  would  represent  the  surplus  Irom 
Utegroa  eandngs  from  Che  year's  operations,  and  for  the  purpose  ol  thfs  Investigation  may  be 
accepted  as  an  annuity  which,  capltallied  atacerlaiu  rale  of  interest,  gives  the  true  value  of  Imma- 
terial propertiea 

Toobvlale  tbecrltlciam  thatlnth  gro«  and  net  eamltigs  vary  from  year  to  j-car,  it  Is  Huggested 
that  in  place  of  a  single  year's  iDCome  account  the  average  Income  acmuni  nf  a  period  of  (en  years 
be  accepted  aa  the  basis  ufcomputaUon.    The  reason  for  accepting  a  period  of  ten  years  Is  thai  under 

1  Tiie  Michigan  system  ol  railway  accounU  prescribed  by  the  railroad  ccimmiasluner  Includes  taxes 
In  "operating  expenses,"  and  for  the  purpose  ol  this analysla  such  InclusloQ  may  be  accepted. 

'Some  Improvem Bull  are  charged  to  "  operating  eipenaea,"  but  for  the  purpose  of  this  analysis 
msh  a  rule  bean  no  slgnlficanca. 
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exlstliig  commercial  coadliittiiii  il  is  likely  tbat  the  corpomlon  vboee  pn^rty  la  kppnlied  wmild, 
duiine  that  perltd.  paia  through  yean  oi  both  proapcrltr  and  adTerelty. 

It  Will  be  observed  Chat  the  nbove  rule  falls  to  appraise  (he  apecutatlvs  element  In  railway  prap- 
eny.  While  Ihla  element  doobilewi  affwWlhe  price  of  corporate  stocks  and  corporate  boDds,  itu 
not  eultrely  clear  that  It  eheuM  InflueneeapprabalE  lor  the  puipOBflortaibtloD.  Should,  howeTet, 
the  eommlaaion  desire  to  compute  the  present  worth  ol  property,  as  resting  upon  eipeclalions  In  (be 
future  Be  well  as  upon  earnings  In  the  past,  the  pertlneuey  of  the  above  rule  would  not  thereby  bt 
, ,__j      T.L,_  ,_  . —  1 _  ^i._  _^^.^i^*j — "T.lue  of  pi " '  ' '^ —  — ■ '  "'- 


the  present  worth  of  property,  as  resting  upon  expectations  I 

,_,, the  na. 

iputed  upon  the  basis  of  their  earning  capacity. 


Impaired.    This  Is  true,  because  the  speculative  value  of  properties 


An  additional  advantage  of  this  method  of  valuation,  in  Profeesor  Adams's  opinion, 
is  that  it  leaves  m  little  to  judgment  There  is  only  one  question  of  judgment:  the 
BelectJon  ot  the  proper  rate  per  cent  for  capital.  In  Mnaidering  this  queation  it  was 
assumed  that  an  investment  which  paid  a  eure  4  per  cent,  free  of  taxation,  would  at 
the  present  time  command  par.  Four  per  cent,  free  of  taxes,  on  the  value  of  the 
physical  property,  was  therefore  set  apart  as  an  annuity  due  to  the  invested  capital. 
The  tax  on  the  physical  property,  separately  deducted,  was  fixed  at  1  per  cent,  on 
the  following  ground:  The  average  rate  of  taxation  in  Michigan  ia  about  14.75.  The 
average  appr^sa!  of  propertviaabaut65iM!rcentof  ite  value.  The  average  tax,  thei«' 
fore,  is  about  1  per  cent  ot  tlie  acttail  value  of  the  property. 

The  queetion  arises  why  it  would  not  be  as  well  to  capitalize  net  income  to  begin 
with  and  not  undertake  the  appraisal  of  phvsical  property.  The  chief  reason  lies  in 
the  matter  of  ratios  per  cent  That  method  would  make  it  impoBsible  to  allow  an 
income  on  the  physical  property  at  one  rate  and  to  capitalize  the  remainder  of  the 
net  earnings  at  another  rate.  Such  a  distinction  ought  to  be  made.  The  income 
based  on  the  phvsica]  property  is  tree  from  all  risk  of  lewslative  interference.  Our 
(»urt8  have  hela  that  no  legislature  or  commission  can  rMuce  rates  to  a  point  which 
will  not  pay.  In  some  cases  the  interest  on  the  bonds  has  been  made  the  basis,  but 
the  idea  is  expressed  more  carefully  in  the  recent  Miimeaota  case  as  a  certain  rate 
per  cent  on  the  value  of  the  physical  property.  There  is  then  a  judicial  bulwark 
against  the  reduction  of  the  rate  of  interest  oelow  4  or  5  per. cent  on  the  coat  ot  repro- 
ducing the  property.  But  when  a  road  shows  a  value  in  addition  to  this  physical 
valuation,  legislatures  are  at  liberty  to  depress  rat£S  so  as  to  deprive  corporations  of 
a  part  of  that  value.  There  is  then  some  risk  attending  this  part  of  toe  income. 
Becanse  of  the  risk,  buyers  of  it  ought  to  be  allowed  a  higher  rate  per  cent  than 
investors  who  have  no  risk.  Thensfore,  while  the  commission  fixed  tne  annuity  on 
the  capital  invested  in  the  physical  plant  at  4  per  cent,  it  capitalized  the  surplus 
earnings  on  the  basis  ot  a  net  mcome  of  6  per  cent,  after  deducting  1  per  cent  for 

A  somewhat  intricate  question  arises  in  the  case  where  no  income  applicable  to 
interest  on  capital  ia  left  after  paying  the  operating  expenses.  It  seema  to  Professor 
Adams  that  it  would  be  strictly  just  m  such  cases  to  reduce  the  value  below  the  coat 
of  reproduction.  The  earning  power  ought  still  to  be  made  the  basis  of  valuation. 
This,  however,  is  not  the  way  other  property  is  treated.  If  a  man  wife  up  a  house 
in  a  place  where  no  one  wants  to  rent,  the  local  appraiser  may  lighten  nis  taxes  some- 
what, but  he  will  not  lighten  them  a  great  deal. 

In  three  cases  the  usual  rate  of  capitalization  of  the  aurplua  income  was  departed 
from.  In  one  case  a  road  had  only  been  runninG:  about  a  year  and  a  half  and  had 
not  come  to  a  point  where  deterioration  added  much  to  its  operating  expenses.  In 
two  or  three  years  its  operating  expenses  would  be  going  up.  Its  surplus  mcome  was 
therefore  capitalized  at  10  per  cent.  In  another  case  a  road  had  run  into  a  lumber 
region  and  had  been  very  prosperous.  But  now  the  lumber  was  all  gone  and  the 
income  of  the  road  would  be  diminished.  To  estimate  the  earning  power  of  the  rood 
on  the  Insis  of  its  actual  earnings  during  the  laat  ten  years  would  be  to  estimate  it  too 
high.  On  the  other  hand,  the  Fort  Street  Depot  Company,  which  owns  the  union 
depot  in  Detroit,  has  a  contractual  income  whicn  ia  as  cert^n  as  the  rising  of  the  aun. 
To  that  company  a  capilalizatlon  based  on  a  low  annual  rate  was  applied,  because  its 
income  ia  sure,     (374-381,) 

C.  Taxallon  ofrailrotuli  Id  Mlnneiota.— Mr.  TBiasBna,  secretary  of  the 
Btate  railroad  and  warehouse  commision  of  Minnesota,  says  that  railroads  in  his 
Blate  pay  a  percentage  upon  their  gross  earnings  in  lieu  of  all  other  taxes,  both  Stat« 
and  local.  The  whole  amount  eoea  into  the  Slate  treasury.  There  has  been  some 
agitation  ot  the  question  of  dividing  some  part  of  it  among  the  counties,  but  it  has 
not  been  done.  A  new  road  pays  1  per  cent  on  its  gross  earnings  for  the  first  3 
years;  (or  the  ncit  7  years  It  paj-s  2  per  cent;  after  10  years  it  pays  3  per  cent 
The  question  is  now  agitated  in  the' State  ot  raising  the  tax  to  4  or  4  j  per  cent.  The 
Chicago  (ireat  Western  holds  an  old  charter  which  provides  tor  a  gross-earnings  tax 
of  only  2  per  cent.  The  State  is  bound  by  this  as  far  as  that  road  is  concerned. 
Grofls  earnings  tor  purpoaea  of  taxation  are,  in  the  flrat  place,  all  eamings  on  local 
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boBiDMB  within  the  Stiite,  and,  second,  a  proportion  of  eanuugs  on  int^8tat«  btui- 
ne«  based  on  the  milutge  of  the  road.  Mr.  Teisbera  preaents  a  table  showing  the 
amount  of  taxes  paid  by  the  nulroads  in  Minnesota  for  each  year  from  1800  to  1S99. 
The  amount  increafied  from  f743,076  in  1890  to  |1,036,262  in  1892.  Then  it  fell  off 
to  ¥923,864  in  1893  and  to  $850,109  in  1894.  From  that  time  it  hoe  steadily  increased 
to  11,444,604  in  1899.     (366,  367.) 

D.  TaluatloD  of  railroad  property  by  Kfatloiial  OoTemment. — 
ProfeoBorADAKBgivea  the  following  reasons  for  thinking  that  Congresaahouid  under- 
take the  valuation  of  railroad  property;  "Piret,  because  it  would  greatly  aaeiat  in  the 
development  of  a  uniform  system  of^  State  taxation  of  interatate  property;  second, 
that  it  IS  essential  for  the  intelligent  application  of  the  theory  of  reasonable  freight 
and  passenger  rates;  third,  it  would  enable  the  roads  to  supply  what  now  they  can 
not  supply  from  their  accounts,  and  in  that  way  an  annual  statement  of  their  property 
under  toe  presi-ribed  classification."     (384. ) 

Professor  Adams  savs  that  if  the  Federal  Government  once  made  a  thoroog^^ 
inveetigation  of  the  value  of  all  the  roads  in  the  United  States,  a  continuous  account 
of  their  value  might  readily  be  kept  by  the  Interstate  Commerce  Commission  if  Con- 
greea  would  pve  the  commission  power  to  require  the  reports.  The  form  of  annoal 
reports  that  the  railroads  make  to  the  Interstate  Commerce  Commission  now  contuns 
1  page  for  this  information;  but  in  a  reorganization  the  new  company  that  takes  the 

Sroperty  does  not  care  anything  about  the  book  accounts  of  the  previous  corporation, 
oea  not  know  anything  about  them,  and  does  not  take  them  over  and  report  on 
them  to  the  commission.  Yet  the  machinery  of  the  Inteistate  Commerce  Commis- 
sion is  probably  sufficient  to  secure  a  continuous  knowledge  of  the  chauigee  of  the 
value  of  the  riuids,  with  one  exception^it  has  no  authority  over  contractors.  If  a 
law  were  passed  bv  Congreee,  or  by  the  States,  compelling  people  who  build  roads 
under  contract  to  file  reports  showing  the  cost,  there  would  De  no  difficulty  in  kee^ 
ing  the  accounts  up  to  date.     (382.) 

Relation  to  freight  rata. — Professor  An.tiis  thinks  that  a  valuation  of  all  the  roads  of 
the  country,  similar  to  that  which  has  recently  been  made  in  Michigan,  might,  with 
great  advantage,  be  undertaken  by  the  Federal  Government  as  a  basis  for  the  fixing  of 
reasonable  railroad  rates.  In  a  recent  State  case  in  Minnesota  the  principle  has  h«en 
laid  down  that  a  scheme  of  rates  which  permits  a  payment  of  5  per  cent  on  the  coat 
of  reproducing  the  road  is  reasonable.  In  man^  cases  the  reasonableness  oi  a  rate  is 
finally  determined  by  the  ability  of  a  corporation  to  pay  the  interest  on  its  bonds. 
But  the  bonds  do  not  represent  the  real  cost  or  the  real  value  of  the  road.  If  for 
the  amount  of  the  bonds  the  true  value  of  the  physical  propertj^  of  the  roaA  could 
be  subetituted,  we  should  have  something  that  courts  ana  commissions  could  work 
upon.     (381. ) 


A.  General  arcnment  for  goTemmenl  o«vnershlp.— 1.  Prwdpltt  qf 
atm^nton  of  jyublic  and  jrrivote  operalion. — Prof.  Frank  Pabsons,  president  of  the 
National  Pubhc  Ownership  League,  declares  that  the  fundamental  test  of  any  insti- 
tntion,  method,  or  service  must  1>e  its  effect  upon  the  public  good,  its  relation  to 
morals,  manhood,  government,  industry,  civilization,  and  progress — not  the  financial 
remits,  but  the  results  on  manhood.  Material  wealth  is  not  an  end  in  itself,  but 
only  one  of  the  raw  materials  of  civiliiation.  Public  utilities  exist  not  for  the  bnild- 
ing  up  of  material  wealth  but  for  human  development,     (123.) 

l^rofeiKorE^reonsmakeBan  analytic  nummary  of  his  arguments  on  the  railroad qtiee- 
tion,  contrasting  the  difficulties  o'f  private  railways  with  the  advantages  of  public 
railways  in  twenty-five  separate  paragraphs  under  each  hea<ling.  This  summary 
may  be  conveniently  referred  to  and  is  not  here  repeated.     (170-172.) 

2.  The  aim  of  pu6(<c  and  privtile  sen'icf  coniparea. — Professor  Parsons  asserts  that 
the  chief  difference  lietween  public  and  private  monopolies  is  that  private  monopo- 
lies aim  at  dividends  for  stock  no  Idera,  while  public  monopoly  aims  at  giving  a  serv- 
ice for  the  entire  community,  irrespective  of  any  prolit  that  may  be  made  from  the 
operation.  The  aim  of  the  prii-ate  monopoly  is  to  secure  wealth  in  the  hands  of  the 
few  for  the  present  time  only,  while  the  aim  of  the  public  monopoly  is  the  public 
good,  not  only  for  the  present  but  for  future  eenerations;  the  acquisition  of  material 
wealth  beinga subordinate  consideration.     (124.) 

Professor  Parsons  refers  to  a  speech  by  Bismarck  in  the  Prussian  E^rliament  in 
1876,  and  also  to  the  argument  of  the  Pnissian  cabinet  at  about  the  same  time  in 
support  of  his  propodljon  that  the  aim  of  public  ownership  in  that  country,  as  in 
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otbMv,  is  the  bettering  of  the  mMBee  of  the  people  for  all  time,  uid  that  the  Snaocial 

iutereatfl  of  tranrpott&tion  companiee  should  be  but  a  Becondary  connderation.  BiB> 
marck  said  in  reUtion  to  Btat«  railways; 

"  They  serve  chiefly  the  public  intereats  o!  traffic,  ol  commerce,  of  the  drcoUtion 
and  traiiHport  of  commoditiee  and  pa^ngen;  beeidee,  as  a,  secondary  coDsideratioi), 
they  aid  the  public  treasury,  and  tn  all  events  promote  only  public  intereeta.  It  fa 
the  misfortune  of  private  railways  ttiat  a  privily  Krasted  bv  the  state,  and  a  privi- 
l^e  that  conld  not  be  made  use  of  without  the  help  of  tne  elite — we  may  say  a 
monopoly  granted  by  the  government — should  be  legally  exploited  in  behalf  of  pri- 
vate interests  and  pnvate^ockets." 

The  aivoment  of  the  PruaBian  cabinet,  which  was  sent  to  the  Reichstag  in  1ST9, 
with  a  bin  providing  for  the  absorption  of  the  private  railways  by  the  state,  was  to 
the  same  eoect  Similar  arguments  have  been  advanced  in  Switzerland,  Hunnry, 
New  South  Wales,  and  in  New  Zealand  in  reference  to  the  taking  over  by  these 
countries  of  the  railways  from  private  ownership  to  the  state.     (124,  125. ) 

3,  Growth  of  jnMic  <HOTiCT«ftip.— Professor  Parsons  declorea  that  there  baa  been 
continual  growth  of  the  idea  of  public  ownerehip  of  railroads  all  over  the  world. 
Public  and  private  systems  have  been  tried  at  the  same  time  in  Belgium,  Prussia, 
Austria-Hungary,  Australia,  and  New  Zealand,  and  in  every  one  of  them  the  private 
eyitem  had  given  way  to  the  public  system  almost  entirelv.  The  South  African 
liepublicB  and  Orange  Free  State  have  started  railToads;  ana  in  Cape  Colony  2,000 
out  of  2,350  miles  and  in  Natal  all  the  railways  are  operated  by  the  State.  The 
nme  is  true  of  the  telegraph  and  telephone  to  a  very  latge  extent.  Even  in  England 
the  Government  is  the  owner  of  the  tel^i;raph,  and  the  french  Government  has  gone 
from  private  to  public  operation  of  the  telepnone,  as  have  also  the  Australian  colonies. 
The  waterworks  and  electric-light  plants  in  our  own  country  are  coming  under  public 
management  very  rapidly,  over  half  of  the  waterworks  plants  in  the  United  States 
now  Ming  public  plants.  Out  of  60  of  the  larger  cities  in  the  United  States  21  origi- 
nally built  and  now  own  their  own  waterwor^  system,  while  20  of  the  others  have 
changed  from  private  to  public  ownership.  Fifty  years  ago  the  idea  of  public  owner- 
shiif  of  waterworks  was  as  vigorously  opposed  and  the  some  arguments  used  o^nst 
it  as  are  now  used  in  reference  to  street  railways  and  railroads.  The  witness 
believes  that  the  next  half  century  will  see  as  great  a  change  of  sentiment  and  prac- 
tice in  the  field  of  transportation.  He  refers  also  to  the  growth  of  municipal  owner- 
ship of  street  railways  in  England,  and  states  that  while  in  1882  there  was  but  one' 
municipality  operating  its  street  railway  system  now  there  are  thirty,  including 
Liverpool,  Glas^w,  and  other  large  cities,  and  that  as  fast  as  the  concessions  to 
private  compamee  expired  the  municipalities  are  making  arrangements  to  lake  over 
the  lines  and  operate  them.  There  is  a  movement  of  thought  toward  public  owner- 
ship of  municipal  monopolies  which  promises  great  things  for  the  future. 

Professor  Parsons  introduced  a  circular  giving  the  names  of  the  members  of  the 
National  League  for  Promoting  Public  Ownership  of  Monopolies,  which  shows  that 
it  is  composed  of  some  of  the  leading  men  of  the  country. 

The  witness  refers  also  to  the  hxA  that  originally/  the  fire-department  service^  the 
school  system,  the  public  roads,  and  even  the  ^ministration  of  justice  were  In  private 
hands,  while  now  they  are  all  public  If  the  principle  of  public  ownership  and 
operation  of  public  utuities  is  a  right  principle,  it  should  be  carried  wherever  the 
reasons  for  it  apply.     (167-170.) 

4.  Scope  of  puWic  mimerthip  and  rapidity  ofmoivmetd  toward  ii.— Professor  Parsons 
holds  that  in  the  taking  over  of  the  monopolies  by  the  public,  prosren  should  be 
made  as  fast  as  experience  and  the  sentiment  of  the  people  and  tne  evils  of  the 
monopolies  justify.  Public  ownership  is  desirable  as  to  public  utilities  or  monopolies 
of  essential  services,  such  as  transportation,  transmission  of  intelligence,  and  lignting 
and  waterworks  plants.  Beyond  that  he  believes  the  principle  of  cooperation  of 
private  capital  would  solve  the  practical  difficulties  in  most  cases.  A  natural  monop- 
oly, such  as  anthracite  coal,  should  be  made  public  ultimately. 

Professor  Parsons,  however,  does  not  believe  democracy  in  government  practical, 
except  in  a  hig;h  state  of  civilization,  and  for  the  same  reason  he  does  not  believe 
democracy  in  industry  practical  until  a  slightly  higher  civilization  has  been  reached 
than  exists  to-day.     ( 16&-187. ) 

Profenor  Parsons  does  not  wish  to  be  understood  as  saying  that  the  United  States 
is  ready  for  public  ownership  of  railroads,  but  he  believes  there  is  a  strong  sentiment 
growing  in  lavor  of  it.  The  utilities  should  not  all  be  taken  o\'er  at  once,  even  if 
public  ownership  wer«  adopted;  at  present  the  only  public  utilities  which  might 
well  be  taken  over  by  the  General  Government  are  the  telegraph  and  telephone, 
while  some  municipal  utilities  should  now  be  token  over  by  the  municipalities 
themselves.    (153.) 
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"  The  line  of  leaat  resiatance  in  industrial  progreSB  ia  to  work  for  public  ownerehip 
•nd  the  cooperative  oi^pmi nation  of  munirapAl  monopolies,  such  as  electric  light  ana 
street  railways,"  and  he  does  not  think  it  advisable  tnat  national  railways  should  be 
attempted  until  the  growth  of  public  sentiment  is  much  stronger  in  favor  of  it  than 
it  is  now.  So  far  as  the  telegraph  and  telephone  service  is  concerned,  he  believes  it 
is  the  manifest  duty  of  Congress  to  at  once  take  the  first  steps  toward  making  them 
pablic     (193.) 

6,  MtOod  0/  M         „ 

are  several  ways  by  which  the  public  mignt  take  poeeession  of  the  public  utility 
monopolies  without  a  dollar  of  taxation.  Thns  the  Government  may,  in  givinga 
franchise,  put  into  it  a  clauee  that  at  the  end  of  a  specified  period  it  shall  become  pub- 
lic property,  free  of  debt,  as  was  done  in  France  and  some  other  European  countries. 
Another  way  is  for  the  Government  to  \mue  Irands  to  buy  up  utilities  and  pay  them 
oft  out  of  the  eamiMS  of  the  system,  as  was  done  by  the  railroads  in  Belgium,  (ier- 
many,  and  Austria- Hungary.  Another  plan  is  for  a  group  of  citizens  to  advance  the 
capital  and  make  the  plant  a  public  one,  but  worked  under  a  lease,  so  that  the  opera- 
tion is  governed  by  the  private  parties  and  the  city  or  nation  together  until  the  capi- 
tal is  pnid  for  out  of  the  earnings,  at  which  time  the  system  becomes  completely 
pnbtic. 

With  reference  to  the  telegraph,  the  witness  believes  a  good  method  would  be  to 
offer  to  purchase  some  of  the  principal  lines  if  the  companies  were  willing  to  sell  at 
a  reasonable  valuation,  but  that  if  they  were  not,  then  toe  Oovemment  mieht  build 
some  important  lines  under  its  constitutional  power  to  build  post-roads,  and  by  low- 
ering TB-iea  somewhat  force  the  companies  to  reasonable  terms.  The  same  method 
might  be  adopted  with  reference  to  the  railroad  svstem,  but  it  would  be  more  diffi- 
cult, on  account  of  the  great  cost  of  new  lines  and  the  established  character  of  the 
present  system.  He  believes  the  most  pisctical  plan  would  be  to  buy  one  or  two 
great  systems  and  make  reasonable  rat«s  and  ^mple  tariffs  and  then  gradually  to 
absorb  the  other  systems,  on  the  same  plan  that  Prussia  and  New  Zealand  pursued. 
There  shoulil  first  be  a  thorough  investigation  of  all  the  (acts  connected  with  the 
receipts  and  operating  expenses  of  tlie  companies,  so  that  there  should  lie  no  exor- 
bitant price  paid  for  the  properties.  The  witness  recognizes  that  the  securities  of 
corporations  are  in  the  nature  of  a  contract  between  the  company  and  the  holder  of 
the  security,  which  should  not  be  violated  by  the  Government,  and  he  is  therefore 
in  favor  of  being  very  liberaron  this  score.  Even  if  there  were  walered  stock*",  and 
even  if  there  were,  strictiv  speaking,  no  innocent  purchasers  of  securities,  when  a 
change  is  made  for  the  public  benefit  the  burden  of  the  change  should  fall  on  the 
whole  people,  who  are  to  reap  the  benefit,  and  not  on  any  particular  class.  The  Oov- 
emment itself  was  culpable  in  permitting  so  much  water  to  creep  into  the  canital- 
i/ation  of  the  public  corporations.  He  does  not  think  the  Government  shoula  ever 
pav  more  than  the  market  value  of  the  stock  of  any  of  the  public  corporations  when 
It  takes  them  over.     (191-103.) 

Professor  Riflev  says  that  if,  under  Government  ownership,  the  service  could  be 
maintained  as  our  post-office  service  is,  as  the  Government  service  in  Germany  is, 
and  all  done  under  the  control  of  the  Uniteil  States,  certain  of  the  abuses  of  the 
present  time  might  be  eliminated.  If,  however,  the  Government  is  to  have  control 
of  the  railroads,  it  oi^ht  to  take  over  all  of  the  roads  at  once,  so  that  there  shall  be 
no  competition  between  Govemnient  roads  and  private  roads.  In  Belgium  they 
tried  Government  ownership  alongside  of  private  ownership,  and  the  result  was  that 
the  Government  had  to  come  down  to  the  level  of  cut  rates  and  personal  discrimina- 
tion and  similar  abu8e»i  In  order  to  live.  The  amount  of  capital  necessary  to  take 
over  all  the  roads  ie  so  great  that  the  possibility  of  such  a  thing  is  removed  for  some 
years.  In  Germany  under  Government  ownership  the  service  is  good,  but  It  is  not 
at  the  level  of  American  efficiency  by  any  means.  That  is  due  to  the  absence  of 
com  pet  ition .     ( 294. ) 

Valvalion  of  raitroadt. — Professor  Adams,  statistician  of  the  Interstate  Commerce 
Commission,  thinks  that  if  railroads  should  ever  be  taken  over  by  the  Government 
the  method  of  valuation  which  has  recently  been  followed  in  Michigan  would  be 
substantially  correct  as  a  basis  of  payment  to  the  owners.  He  adds  tliat  when 
Pmsaia  bought  her  roads  they  were  valued  on  the  basis  of  a  careful  estimate  of  their 
earning^  capacity.  The  French  roads  are  to  become  the  property  of  the  stale  at  the 
expiration  of  their  charters  on  payment  for  the  rolling  stock,  and  without  payment 
for  the  right  of  way  or  the  connections,  but  if  the  Government  wishes  to  talte  them 
over  before  the  expiration  of  the  charters  it  can  do  so  by  paying  an  annuity  (or  the 
unexpired  term  equal  to  the  average  net  earnings  of  the  7  preceding  years.     (38C. ) 

B.  Advanlage*  of  Ck>verninen(  oivncralilp  and  evila  of  priTale 
ownemlilp,  (Bee  also  detailed  charges  by  Profi,-s<Mor  Psrscjns  as  to  ovorcapitali na- 
tion of  r^lroods  and  discriminatioDS  practic^  by  them,  pages  1.V12,  c.) — 1.  Defiaiiion 
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iicuuuA,  whether  it  be  &  fmncluBe.  railroad  reutte,  Oi  uuhu 

Srivilege.  Everv  railroad  in  the  country  is  a.  monopoly  in  that  il  has  its  advantages 
1  regard  to  local  traffic  and  tends  to  shut  out  competition  in  reord  to  that  traffic 
Man;  other  induBtrieaare  also  monopolies,  tboogh  tbey  may  not  be  wholly  free  from 
competition.  While  public  ownerenip  would  be  one  of  the  greatest  monopoliee  that 
could  be  imagined,  still  it  is  a  public  monopolv,  in  which  there  is  no  evil.  Thefaolt 
is  not  with  monopoly,  but  with  private  ownerenip  of  it.  We  should  not  even  confine 
public  ownership  merely  to  monopolies.  Instance  the  case  of  pablic  schools,  libra- 
ries, fire  departments,  etc. ,  which  are  operated  by  the  public  and  are  not  monopolies. 
(165.) 

2.  PrwaU  monopoly  a  tonereiyn  pmiier — Political  anruption. — Professor  Pabsohb 
asserts  that  the  principle  of  the  private  monopoly  is  antagonistic  to  democracy  in 
that  it  means  a  concentration  of  power  and  wealth  in  the  hsuds  of  the  few,  and  is 
also  an  exercise  of  a  sovereign  power  by  private  individuals  for  private  interests. 
The  chaises  of  monopolies  enframed,  in  essential  service,  such  as  transportation,  are 
in  the  nature  of  taxation,  which  is  certaiiily  asovereign  power.  They  are,  moreover, 
taxation  without  representation  and  for  a  private  piirpoee.  The  control  of  oommerce 
in  foreign  good^  is  also  a  sovereign  power,  and  this  the  tnmsportation  companies  are 
able  to  exercise  even  Ui  the  extent  of  nullifying  the  tariff  law  by  making  excessively 
low  import  rates.  Private  monopolies  are  enabled  to  make  or  mar  the  fortunes  of 
individuals  of  a  whole  State  or  section  of  a  State,  which  is  a  power  that  should  not 
be  exercit«d  even  by  the  sovereign  itself.  These  monopolies  ore  even  able  to  exert 
a  large  control  over  the  Government.  It  is  a  familiar  fact  that  the  great  railroads, 
particularly  of  New  York,  Pennsylvania,  and  Illinois,  are  able  to  control  the  l^islo- 
tures  of  those  States  in  railroad  matters,  and  even  the  courts  themselves.  Even  in 
Massachusetts,  where  a  better  state  of  affaire  exists,  it  is  practically  impossible  to  do 
anything  effective  in  l«^]atJon  affecting  the  railroadu,  or  street  railroiuls,  or  the  gas 
ana  electric  light  interests.  The  law  establishing  the  State  board  of  gas  and  elec- 
tric light  commissioneTs  was  drawn  by  the  attorney  of  the  gas  monopoly  in  the 
interest  of  the  gas  company,  and  when  a  commission  was  sent  by  the  legislature 
all  over  the  country  to  study  the  subject  of  gas  and  electric  light  the  attorney  of 
these  interesla  accompanied  it,  and,  it  is  often  charged,  wrote  its  report,  which  was 
naturally  against  public  ownership  of  these  utilities. 

Professor  Parsons  says  further  that  Governor  Pingree,  of  Michigan,  had  stated 
that  the  street  railways  owned  the  Detroit  council,  and  were  continually-  bribing 
them  and  had  tried  to  bribe  him.  The  same  condition  of  afiairs  exists  in  almost 
every  fitate.  The  witness  asserts,  however,  that  the  jieople  are  perhaps  as  much  to 
blame  for  this  condition  of  affairs  as  the  railroad  companies,  and  are  possibly  estop- 
ped fron)  raising  any  serious  objection  so  long  as  the  laws  remain  as  they  are,  oecause 
they  have  assente<l  to  the  growth  of  the  system.     ( 159,160. ) 

3.  Efffd  nf  public  oiimerskip  (mdiffunionofveaiihnndondemoeraai. — Professor  Par- 
sons believes  that  the  tendency  of  public  ownership  is  toward  democrao}'  in  political 
life  and  against  what  he  terins  the' aristocracy  of  wealth.  It  would  abolish  arbitrary 
inilustnal  power  in  the  hands  of  the  few,  which  is  surely  as  dangerous  as  arbitrary 
political  [lower.  There  is  also  an  educational  reason  favoring  public  ownerehip 
in  that  it  would  develop  the  mind  and  character  of  those  engaged  in  the  operation 
of  public  utilities.  The  underlying  cause  of  the  great  unre^'t  o?  the  present  time  is 
that  while  we  have  experiencetl  an  enormous  progress  in  the  accumulation  and 
difhision  of  intelligence  and  of  political  power,  there  is  an  ever-intensifj-ine  conges- 
tion of  wealth  in  the  industrial  field,  and  these  things  are  incompatible.  Democ- 
racy of  intelligence  can  not  continue  side  by  side  with  aristocracy  and  concentration 
of  power  in  industrj'."  The  great  fortunes  of  tlie  country  are  clustering  about  the 
inaustrial  nionoi>olies,  l^ecause  they  are  produced  by  and  fostered  by  these  monopo- 
lies, which  are  getting  more  than  a  fair  reinuneration  of  profit. 

Professor  Pardons  inaiiitains  that  public  ownership  of  public  utilities  results  in  a 

Cter  diffusion  of  wealth,  while  tlie  policy  of  the  private  railway  systems  la  to 
1  np  great  fortunes  for  a  limited  number  of  individuals,  and  to  build  up  great 
cities  at  the  expeiLse  of  other  individuals  and  other  communities.  The  policy  of  the 
countries  owning  and  operating  their  own  public  utilities  is  opposed  to  this  and  tends 
to  B  greater  diffusion  oi  wealtn;  as  expressed  by  the  officials  of  New  Zealand,  the 
intent  ia  "to  have  no  millionaires  or  paupers,"     (156-159,) 

4.  Oicai«HioH—rftt/r«(<i/m(iiemtfii(,—Profe8sorPAHsoNBargues  that  the  test  of  the 
degree  of  civilization  of  any  country  is  found  in  the  activities  of  the  people  of  that 
country  and  the  interchange  of  ideas  and  commercial  interests.  In  the  countries 
where  there  is  public  ownership  of  public  utilities  there  is  a  greater  degree  of  this 
diffusion  of  knowledge  and  a  greater  degroe  of  activity  among  the  people  generally 
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thui  elsewhere.  In  aU  the  conntriee  which  hare  gone  from  private  to  public 
owneTBhip  of  poblic  QtilitieB  there  haa  been  a  great  increase  in  theoumneai.  (156. ) 
ProCeaaor  P&raons  believee  that  the  pnhlic-ownerahip  ByHtem  favors  the  develop- 
ment of  character  and  mtelligence  among  the  peepie  by  eliminBting  the  conQict 
between  man  and  man  by  developing  sympathy  and  giving  labor  fnller  opportuni' 
ties,  and  that  every  test  oE  livilization  points  to  a  system  of  public  operation  of 
public  utilities  ea  the  ideal  one.     ( 167. ) 

5.  Oonndtration  of  general  welfare  under  public  otimerikip. — Profeeeor  Pabsonb  holds 
that  pablic  ownership  would  eliminate  discriminations,  rebates,  special  conceseions, 
and  matters  of  that  sort  entirely.  The  aotagoniem  of  interest  between  the  ownen 
of  the  system  and  the  public  would  also  be  eliminated,  thereby  lowering  the  rates 
Terj'  materiaUy,  althoogh  low  rates  are  not  the  only  deddeiutum  to  besousht.  The 
removal  ol  antagonism  and  the  harmony  brought  about  by  public  ownership  would 
redound  very  ginatly  to  the  public  welmre. 

Id  Germany  the  railways  were  coordinated  with  the  telej^ph,  telephone,  and  poet- 
offlce,  and  every  other  public  service.  The  railway  tariff  is  made  to  enforce  the 
national  tariff  iiutead  of  nullifyingit,  as  is  often  the  case  in  the  United  States;  inxtance 
the  csseof  the  Texas  and  Pacific  Railway  Ck>mp8ny  some  years  ago  carryingfreightfrom 
liverpool  or  London  through  New  Orleans,  to  the  Pacific  coast  at  a  rate  of  J1.07, 
whereas  the  New  Orleans  products  of  the  same  grade  were  compelled  to  pay  a  rate 
of  from  12.88  to  tS.TO  to  San  Francisco. 

The  witness  refera  also  specifically  to  the  various  ways  in  which  in  Germanv  the 
people,  especially  shippers  and  those  directly  interested,  are  ^t  in  touch  with  the 
oontrol  of  the  lailways  and  other  public  services,  ao  that  their  interest  is  thereby 
increased  in  the  succeeefut  operation  and  development  of  them,  and  so  that  these 
services  are  made  to  meet  the  public  needs.     (150-153,) 

6.  Oontideraiion  of  local  inUrettt, — Professor  PAHsoNsasserts  that  the  railroads  have 
been  forced  by  competition  to  put  down  the  through  lates  between  larm  cities,  while 
they  have  left  the  local  rates  practically  as  they  were  20  years  ago.  The  insult  has 
been  to  build  up  the  cities  at  the  expense  of  the  country.  One  of  the  greatest  dan- 
gers in  the  country  to-day  is  the  rapid  growth  and  immense  massing  of  industrial 
power  in  the  cities.  In  the  countnes  operating  their  own  railways,  an  exactly 
opposite  policy  has  been  pursued,  with  the  result  that  there  has  been  lees  congestion 
{»  business  in  the  cities  and  a  greater  development  of  the  country  districts. 

In  New  Zealand  and  Germanv  the  railways  are  operated  so  as  to  benefit  the  labor- 
ing man  and  to  improve  the  educational  service,  as  well  as  for  the  development  of 
wriculture.  In  New  Zealand  they  carry  the  laborers  at  cost,  or  even  a  little  bciow 
that,  and  make  rates  to  enable  the  city  workmen  to  live  in  the  country  instead  of  in 
crowded  tenement  districts.  In  New  Zealand  Uieworkingmen  ate  carried  at  50  cents 
a  week  in  and  out  of  the  big  cities,  and  in  Germany  in  and  out  of  Berlin  at  17  cents  a 
week,  a  workingman  being  enabled  to  live  G  or  10  miles  out  of  Berlin  and  go  to  and 
(to  as  many  times  as  he  chooses  for  an  entire  year  for  $4..'i0.  In  New  Zealand  cheap 
excursions  are  made  for  school  children,  the  rate  being  ordinarily  4  miles  for  a  cen^ 
and  the  school  children  of  the  primary  mdes  being  carried  to  and  from  school  free 
<^  charge,  as  w  also  the  case  in  some  of  the  Australian  states.  It  is  admitted  that 
on  trafnc  of  this  kind  the  railroads  are  losing  money,  but  the  educational  value  to  the 
state  is  far  greater  than  the  cost  to  the  treasury.  Agricultural  products,  where  rail- 
KMids  are  owned  and  operated  by  the  govemment,  are  carried  at  very  low  rates,  some- 
times free,  and  in  case  of  emergency  farm  stock  is  also  carried  free,  with  the  avowed 
porpoee  of  developing  the  a^cultural  interests  of  the  country.     (136, 137.) 

7.  £ffi*c(  of  ptMic  ovmerthm  on  labor. — Labor  also  would  oe  benefited  by  public 
ownership,  says  Professor  Paesons.  The  witness  would  not  abolish  the  orother- 
hoods  connected  with  the  railways,  but  he  would  apply  civil-service  methods  to  rail- 
way employees.  He  instances  New  Zealand  as  acase  in  point  where  public  ownership 
is  in  vogue,  and  states  that  the  construction  of  nilways  is  so  arranged  there  as  to 
relieve  aepre»ion  instead  of  creating  iL  Railway  management  there  aims  alao  to  aid 
fanners  in  obtaining  the  labor  they  need  in  harvest  time,  work  on  the  railroads  and 
other  public  works  Deing  reduced  in  the  summer  season,  when  farm  labor  is  needed, 
and  increased  in  the  winter,  when  labor  needs  employment.  The  management  also 
lets  ontconfracts  for  construction  directly  to  cooperative  groups  of  workers,  with  the 
resalt  that  the  avera^re  wages  made  bv  the  men  are  nearly  double  what  they  were 
able  to  make  under  the  old  svsteni  of  private  contract,  tiecause  the  men  put  more 
eoeigy  into  the  work,  while  tne  result  has  been  a  saving  to  the  slate  at  the  same 
time,  OS  well  as  the  development  of  sympathy  and  cooperative  effort,  which  is  one 
of  the  most  important  tests  of  civilization.  Since  the  establishment  of  the  present 
evstem,  nine  years  ago,  there  has  been  no  nnemployed-labor  agitation  in  New 
island.     (160-182.) 
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8.  Safety. — ProfesBor  Pabsons  claima  that  there  woulil  be  greater  safety  in  the 
operation  ol  railways  under  public  management  than  under  pri\-ate  manaceiaent, 
and  inatances  man^  caaex  where  private  corporationa  have  neglected  or  reluaed  to 
provide  safety  appliances  until  they  were  compelled  to  do  bo  by  law.  Under  public 
ownership  the  uoveminent  would  De  interested  in  having  all  safety  appliances  in  the 
Arat  instance,  or  as  soon  thereafter  as  possible.  The  wiiness  presents  the  following 
table  of  statistics,  showing  that  in  the  cases  where  public  ownership  is  in  force  the 
number  of  railway  accidents  is  less  in  proportion  than  in  the  cases  where  private 
ownership  ia  in  force.     {163,  154.) 
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C.  Rates  and  costs  of  operation.— 1.  PrincipUi  of  raU  making  under  pub- 
lic nnd  prifate  ownership. — Professor  Pabsons  introduces  two  diagrams  to  illustrate 
the  raovementa  of  rates,  efficiency  of  service,  receipts,  etc. ,  in  connection  with  pub- 
licly and  privately  owned  and  operated  railways,  and  contends  that  it  can  be  dem- 
onstrated that  the  resulta  of  actual  experience  coincide  with  the  cunes  of  the 
diagrams,  showing  that  private  ownershij)  seeks  the  high-rate  level,  the  level  which 
will  increase  the  service  used  to  the  point  yielding  maximum  profit,  while  public 
ownerehip  seeks  the  low-rate  level  with  a  view  to  yielding  maximum  service  for 
actual  cost  Private  managers  regulate  the  business  simply  to  make  the  greatest 
proflta  with  the  least  service,  whereas  the  tendency  of  the  public  service  ie  to  look 
to  the  greatest  development  of  trafEc  so  lon^  as  it  remains  within  reasonable  cost  or 
even  if  it  might  operate  at  a  loss.     (137-143.) 

2.  lUvMralima  of  Ike  gejierai  lendaicy  of  public  ownerthip  lo  loner  raiet. — Professor 
Parsoks  states  that  the  Hungarian  Government  in  1689,  when  it  took  over  to  itself 
the  operation  and  management  of  the  railways,  reduced  the  fares  40  to  80  per  cent. 
Austria  and  Pnissia  also  made  great  reductions  in  railway  charges.  Mew  Zealand 
and  Australia,  under  government  management,  adopted  the  settled  policy  of  reduc- 
ing railway  rates  as  fast  as  poeaible.  In  New  Zealand  in  IS99  there  waa  a  reduction 
of  20  per  cent  made  on  farm  products  and  40  per  cent  on  butter  and  cheese,  and  also 
ageneralloweringof  passenger  fares.     Belgium  also  hasa  very  low  tarift  of  rates  under 

f'ublic  management.  When  England  made  the  teltjcraph  public  in  1870  rates  were 
owered  30  to  50  per  cent  at  once,  and  still  further  n^uctions  were  afterwards  made, 
much  greater  than  any  madein  this  country  under  private  ownership.  When  France 
took  over  the  telephone  in  lS99Tatee  were  reduced  from  tllO  to  (78  a  year  in  I^ris, 
and  from  $78  to  tlW  elsewhere,  except  in  Lyons. 

ITe  furiher  illustrates  this  ^neral  tendency  by  comparing  charges  made  for  cross- 
ing the  Btooklyn  bridge,  which  i»  owned  by  the  cities  of  ^ew  York  and  Brookivn, 
with  the  fit.  Louis  bridge,  which  is  owned  by  the  Gould  interests,  and  shows  that 
the  charges  on  the  Brooklyn  bridge  are  less  than  one-fourth  what  they  are  on  the 
St.  Louis  bridge.  Foot  pawiengers  and  street-car  passengers  are  charged  5  cents  tor 
crossing  the  St.  Louis  bridge,  but  are  carried  free  in  New  York.  The  witnei*  also 
shows  that  (ilasgow  has  made  great  reductions  in  rates  under  public  management 
of  street  railways.     (146,  146,  173.) 

Professor  Pamons  concludes  that  under  government  ownership  tales  are  lower 
than  nnder  private  ownership  of  the  railways  and  the  telegraph.     (I73J 

3.  Railipay  rate*  under  goifninent  and  pniixU  oHmerMii .—ProfemoT  Parsons  pre- 
senls  the  following  tables  showing  the  average  ton-mile  and  pasBenaer-mile  rates 
in  the  United  States,  Germany,  Austria- Hungary,  Belgium,  Switzerland,  France,  and 
Great  Britain.  This  table  also  shows  the  average  diabmce  of  haul  per  ton  and  the 
average  haal  per  paoMUger. 
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would  equal  1  cent  per  ton  per  mile  on  the  averase  haul'  while  id  the  United  Statae 
the  longer  haul  would  make  these  charges  equal  only  about  three-tenths  of  a  cent 
per  ton-tnile,  leaving  the  respective  charges  (or  actual  tranepoKation  about  ooe- 
tbird  cent  in  Belgium  and  nearly  one-half  cent  in  the  United  Statue.  The  witnesB 
therefore  holds  that,  taking  into  coneiideration  aleo  the  <iueBtion  of  wa^,  which  are 
higherin  the  United  States  than  in  the  European  countnes,  and  other  influences,  the 
rales  in  the  Uoitad  States  are  even  higher  than  in  the  European  countries  having 
pubhc  ownerahip.  There  are,  however,  ew  many  differences  in  conditions  to  be  taken 
mto  account  in  different  countries,  such  as  wages,  eSiciency  of  labor,  influence  of 
grades,  capitalization,  cost  of  Cuel,  denedt^  of  bueineee  and  other  factors,  especially 
differences  in  the  general  level  of  industrial  ability,  that  no  one  can  reach  an  accu- 
rate comparison  between  govemment  roads  in  the  European  countries  and  private 
roads  in  the  United  States.  The  only  way  te  make  the  comparison  between  public 
and  private  ownership  is  te  consider  the  roads  in  the  countries  where  public  owner- 
ship and  management  are  now  in  force  with  what  they  were  when  they  were  under 
private  management.  Such  consideration  would  show  beyond  any  (question  what- 
ever that  public  management  is  much  cheaper,  pays  better  wages,  gives  more  efB- 
cient  service,  and  in  every  respect  is  superior  to  private  management. 

In  all  the  countries  in  which  private  ownersnip  haa  been  superseded  bv  public 
management  the  rates  were  greatly  reduced  immediately.  There  is  an  ooject  on 
the  part  of  the  govemment  in  always  reducing  the  rates  to  the  lowest  possible 
point  conirifrtent  with  the  due  operation  of  the  rma,  while  in  countries  having  private 
management  the  compantee  reduce  rates  only  when  forced  to  do  so  by  competition. 
In  the  Unit«d  States  melocal  noncompetitive  rates,  in  many  instances,  are  ashiah  aa 
they  were  20  and  40  years  ^o,  and  in  some  instances  higher,  whereas  no  such  ttiiug 
can  be  found  in  any  of  the  countries  under  public  ownerehip.     ( 137-143. ) 

In  New  Zealand  and  Anatialia,  continues  Profemor  Parsons,  public  and  private 
ownership  have  been  tried  side  by  side,  and  the  overwhelming  consensus  of  opinion 
thereis  that  public  railwaysaerve  the  public  interest  best.  Switierland,  after  a  care- 
ful study  of  both  systems,  has  recently  come  to  the  same  conclufflon,  Mid  her  people 
have  voted  2  to  1  to  transfer  the  railwaysio  public  ownershipand  operation.  These 
are  more  potent  reasons  for  making  the  change,  and  are  a  better  argument  than  any 
comparison  of  averase  rates  can  be.     {137-141.) 

4.  Eemuniua  ofpabHc  ovmership. — Professor  Pabbons  declares  that  in  addition  to  the 
fact  that  pnblic  ownership  aims  at  service  rather  than  profit,  and  therefore  to  a  lower 
rate  level,  it  also  permits  economies  which  private  ownership  could  not  secoie. 
Reasons  for  the  superior  economy  of  public  ownership  are  as  follows: 

(1)  The  publis  plant  has  no  lobby  expenses  or  corruption  funds  to  raise. 

(2)  It  has  no  rebates  or  commifflioos  or  other  secret  concesmona  to  favored  custo- 
mers to  provide  for, 

(3\  It  haa  no  dividends  to  pay  on  watered  slock. 

(41  It  has  no  large  salaries  or  monopolistic  profits  to  provide  for. 

(6)  Litigation  expenses  are  UtB. 

(8)  There  is  a  saving  on  interest  cbaigee  because  of  the  superiority  of  the  govem- 
ment credit,  and  also  on  insurance. 

(7)  Public  ownership  gaine  through  superior  coordination  of  industry. 
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(8)  The  civic  intereet  of  the  people  ia  much  increased  and  bufdneae  ia  thns  factli- 
lAtea  because  people  patronize  their  own  institutions  much  more  than  they  would  a 
private  institution. 

^9)  Strikes  and  lockouts  are  avoided. 

(10)  The  expenses  and  coet  of  r^ulative  conuniseions  and  investigations  into  the 
secrets  of  private  monopoly  are  avoided. 

(11)  Public  morala  are  improved  and  labor  agitations  diminished. 

(12)  The  antaf^nism  between  the  owners  of  vast  industries  and  the  public  is 
eliminated.     (147-149.) 

ProfesBor  Parsona  aaserta  that  the  waetefulnesa  of  management  of  the  varions  rail- 
way companies  of  the  country  would  be  eliminated  if  the  Government  should  take 
the  companiee  and  operate  them,  because  the  duplication  of  the  management  would 
be  eliminated  thereby.  In  connection  with  the  other  economies  which  would  be 
effected,  as  shown  by  a  table  presented  by  the  witness,  he  claims  that  under  coordi- 
nated public  ownerahip,  in  round  numberH,  (662,000,000  a  year  would  be  saved. 
Traffic  would  be  greatly  increased  by  low  rat^  and  it  is  probable  that  rates  and 
fares  could  be  reduced  considerably  more  than  half  under  public  ownership  if  the 
capital  of  the  roada  waa  paid  up.     (147-149. ) 

OoordiTiation. — Professor  Parsons  states  tliat  in  most  of  the  countries  where  there 
is  public  ownership  of  railways  the  service  is  coordinated  with  the  telegraph,  tele- 
phone, and  other  public  aervicea  in  such  a  way  that  one  aida  the  other  very  materi- 
ally. Thua,  in  European  countries,  one  can  telephone  a  telegram  to  tlie  telegraph 
office  very  often  without  any  eitra  charge.  The  effect  of  this  policy  is  to  do  away 
with  the  antagonism  of  interest  which  esieta  in  countries  where  the  public  utilitiee 
are  owned  and  operated  by  private  compuiiee,  and  the  power  of  the  private  com- 
panies to  make  or  unmake  a  city,  or  an  individual,  or  an  industrv,  is  thus  destroyed. 
(l56.)  '       - 

5.  Relative  ^tcUncy  of  tervice. — Professor  Pabsons  says  that  while  the  railway 
service  in  the  United  States  ia  perhaps  better  than  that  of  any  other  country  in  the 
world,  still  that  fact  is  not  of  itself  evidence  of  the  superiority  of  private  manage- 
ment In  the  United  States  workmen  generally  are  far  superior  to  foreign  laborers, 
and  the  syatemaof  doing  businesa  generally  in  the  United  States  is  superior  to  ayatems 
of  doing  private  buaineea  in  any  European  country. 

The  service  in  Great  Britain,  under  private  ownership,  is  inferior  to  that  in  the 
continental  countrien  where  public  ownership  is  in  force.     (139,  140. ) 

Professor  Parsons  states  further  that  a  review  of  the  public  ownership  in  practice 
in  all  the  public  utilities  embraced  in  the  system  in  different  countries  shows  that 
public  ownership  ia  more  efficient  than  private  in  those  countries  where  both  have 
been  ^iven  a  fair  test.  He  gives  Germany  as  an  instance.  He  asserts  that  where 
there  la  an  apparent  lack  of  economy  and  efficiency  in  foreign  countries,  as  compared 
with  the  United  States,  it  is  due  to  differencea  which  ahow  themselves  between  pri- 
vate business  in  these  two  countries  also,  as  well  as  to  the  improvement  of  the  coa- 
ditiona  of  labor  under  public  ownerahip. 

6.  Should  pvblie  tUUitUt  be  gdf-aapporiiTigt — Professor  Parsons  Aoea  not  think  that 
it  is  a  nnivereally  sound  economic  principle  that  every  public  utility  ahould  be  aelf- 
Bupporting.  Morala,  intelligence,  and  civilization  are  just  as  vitally  related  to  eco- 
nomics as  are  dollare  and  cents.  The  development  of  education  ia  just  as  much  a 
part  of  the  business  of  any  public  utilitv  as  the  making  of  a  profit,  and  the  serving 
of  the  public  good  ia  the  only  admisaible  purpose  of  all  public  utilities.  He  illua- 
tratee  this  argument  by  saying  that  it  is  right  that  the  elevator  in  a  public  building 
should  be  run  free  and  the  chat^re  put  upon  the  person  who  owns  tSe  building.  It 
might  turn  out  in  the  same  way  with  railway^^that  it  would  be  best  for  the  mter- 
ests  of  the  public  ^nerally  to  make  them  absolutely  free.  While  in  moat  cases,  as 
far  as  the  mass  of  the  business  is  concerned,  the  public  railways  in  foreign  countries 
are  managed  so  as  to  make  a  little  profit,  there  is  no  necessary  economic  principle 
that  would  require  them  to  continue  on  that  baab.  In  this  connection  the  witness 
refers  to  a  snmimary  by  Professor  Seligman,  of  Columbia  University,  on  the  matter 
of  public  utilities: 

In  all  the  media  of  tranmortatlon  and  communication  there  secnm  to  be  i  defltille  law  of  eTOlu- 
tlon.  Ercrynhero  at  flnt  they  aie  in  private  haoda  aod  useil  lor  purposes  of  eitoitlon  OT  of  profit, 
like  the  htKhwayiiln  medtoval  Europe  or  the  early  bridges  and  canals.  In  the  second  sta«e  Ihey  are 
"aflectcd  with  a  public  Inlereet,"  and  are  turned  over  to  liuileex.  whonre  pennltted  toobargoflxed 
i.,11..  ■-"■  "re  required  to  k«ep  tbOBtrvlee  up  too  certain  fltandanl,  Thl^wAA  theeraof  the  canal  and 
-^ .__     >_  .1..  ...,_i . .. .„  butnmnaaea 

.     _  Ldfcea,  and  aa  la  the  theory  of  the  poatnl  pyntem  and  of  the  municipal  water  fllip- 

Kwitb  uaaC  the  preneut  time.  In  Iho  flfth  xlaRe  the  goTemmentrcducocliaiites  until  Snally  there 
0  cbarne  at  all  and  the  eipenaee  are  defrayed  by  a  general  tai  on  the  community.  This  ig  Che 
sta^  now  reached  in  the  common  roadx  and  mont  of  the  canalEi  and  bridges,  andwhicb  boa  been  pro- 
posed by  otildali  o(  several  Amerlcac  cities  lor  oUiemrrlces,  like  the  water  supply. 


le  fourth  sU^  iho  eoTemni«it  cha^ee  tolls  or  fees  only  to  cover  eipt-nsCB^ 
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ProtMBor  PaiBOns  holda  that  the  extent  to  which  jinblic  ownerehip  of  pubHc  ulili- 
tiea  and  CK>operative  effort  have  replaced  private  antion  in  any  community  is  one  of 
the  surest  t^ts  of  the  degree  of  its  civilization.  The  Bnal  stage  in  the  case  of  a  great 
univetaal  utility,  such  as  transportation,  ia  free  service;  but  of  course  that  stage  is  not 
likely  to  come  or  be  approached  very  soon,  because  the  country  is  not  ready  for  it. 
The  change  ia  not  nearly  ho  unjuet  as  it  niieht  seem  at  fimt  sight,  because  the  prop- 
erty of  the  large  taxpayers  has  been  chiefly  produced  by  nontsxpayera  and  taken 
from  them  by  an  unjust  system  of  wealth  distribution,  wherefore  uie  nulroad  tax 
wonid,  in  very  large  part,  fm  merely  a  step  toward  a  fairer  adjustment  of  wealth  and 
burdens. 

Profeflsor  Parsons  says,  however,  that  if  utilities  should  be  taken  over  at  present 
he  would  favor  making  them  self -supporting,  at  least  at  first.  He  would  provide 
the  money  for  operating  street  railways  out  of  the  earnings  of  the  roads,  and  would 
leave  them  on  the  tax  list,  just  as  they  are  now.  He  would  do  the  same  in  respect 
of  telephones  and  teli^rapha,  the  only  difference  being  that  the  rates  would  l>e  lower 
under  public  ownership  than  they  are  to-day;  that  the  lowering  of  the  rates  would 
increase  the  husineas  of  the  utility,  which  was  one  of  the  principal  advaotagee  of  the 
public  system ;  that  some  service*)  which  do  not  seem  at  present  lo  be  universal  are 
SO  merely  because  tinder  private  ownership  rates  are  so  nigh  that  they  are  practi- 
cally prohibitive  to  the  great  masses  of  the  people.     (143-144-166. ) 

D.  EITect  or  pabtlc  ownership  on  pollllca.—l.  Public  oumenhip  an  aid 
to  good  government. — Professor  Pabsons  declares  that  public  ownership  of  reilroadB 
would  tend  to  eliminate  pereonal  discriminations  in  ratee;  would  increase  the  wages 
of  the  employees  and  shorten  their  hours  of  labor,  and  would  remove  one  of  me 
prindpeJ  causes  of  the  present  difficulties  with  l^slative  bodies.  He  believes,  how- 
ever, that  public  sentiment  in  this  country  is  not  quite  far  enough  advanced  to  make 
public  operation  most  successful,  but  that  it  is  continually  growing.  Democratic 
government  is  not  inconsistent  with  gooil  management  of  these  enterprises.  In  Aus- 
tralia, New  Zealand,  and  Germany  the  system  nas  worked  excellently  in  respect  of 
the  railways,  telegraph,  and  telephone  Bystems,  as  well  as  in  England  in  regard  to 
the  teieffraph;  England  is  quite  as  democratic,  on  the  whole,  as  America;  New  Zee- 
land  fullv  as  democratic;  and  thispountrv,  though  democratic,  will  be  able  to  solve 
the  problem  in  time.  Professor  l^rsone  nolds  further  that  the  transfer  of  the  great 
interests  to  public  ownership  is  one  of  the  stron^t  influences  to  secure  thorough  civil- 
service  r^ulations  and  would  create  a  higher  interest  of  the  people  in  the  Uov6rn- 
inent  itself.  He  calls  attention  to  the  cities  of  Glasgow  and  Birmingham,  in  which 
the  increaiie  of  public  ownership  of  the  national  monopolies  has  resulted  in  the  puri- 
fication of  the  cities  because  the  public  interests  have  become  so  great  that  the  peo- 
ple have  become  fully  aroused  to  the  ueceseity  of  having  an  honest  administration 
of  afiaira. 

Professor  Parsons  declares  that  the  public  ownership  of  the  government  itself  is 
essential  torealpublicownerehlpof  other  public  utilities.  In  this  country,  espe<'ially 
in  some  of  the  cities,  the  government  is  in  the  control  of  the  monopotists,  and  it  would 
not  be  safe  under  such  circumstances  to  have  the  govenunent  own  the  public  utlli- 
tiea.  A  distinction  irtio  be  drown  between  pubticownerahip  and  government  owner- 
ship. Russia  belongs  (o  the  latter  class.  The  public  there  has  nothing  to  say  as 
respects  the  administration  of  government.  H  the  government  is  a  private  monopoly 
everything  in  the  hands  of  the  government  is  a  pri\-ate  monopoly. 

Complete  public  ownerehip  of  the  government  involves  civil-service  reform  and  a 
system  ofdirect  nominations  and  direct  legislation,  so  that  the  people  ran  at  ail  times 
control  their  representatives  and  their  administrative  oflScers.  This  is  a  fundamental 
element  in  the  theory  of  public  ownership  and  the  key  to  the  whole  situation. 
(160,  181,162.) 

2.  £?■«*  ofinereoM  of  office  ctaw.— Professor  Pabsonb  refers  to  the  generally  admitted 
difficulty  in  the  matter  of  public  ownership  of  public  utilities  creating  an  office 
class  and  of  increasing  the  public  patronage  and  the  power  of  the  party  in  power. 
He  thinksj  however,  that  there  is  nothing  alarming  in  that  feature  of  it.  Under 
proper  civil-service  r^ulationa  the  public  servants  would  be  freer  than  they  are  to-day 
as  tlie  servants  of  the  private  monopolies.  In  New  Zealand  the  employees  of  the 
pnbhc  utilities  feel  absolutely  free,  not  merely  to  vote  as  they  believe,  but  to  criticise 
the  government  whenever  tliey  see  fit.  Everv  railway  officer  and  employee  there 
has  a  vote  in  electing  the  appeal  board  or  arbitration  court  that  settles  all  questions 
between  emplovees  and  the  government.  This  he  terms  "a  bit  of  real  industrial 
democracy.  An  employee  who  is  discharged  can  ap]>eBl  to  this  judicial  tribunal 
to  decide  upon  the  justness  of  his  dismismJ  or  upon  any  other  question  affecting  his 
status  as  an  employee.  Thus  the  employees  have  farmore  liberty,  both  industrially 
and  politically,  than  the  government  employees  or  the  employees  of  any  private 
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corpomtiou  in  this  country.  The  Bame  thii^  is  true  to  a  very  great  d^ree  in  En^- 
lana  in  respect  to  the  employees  of  the  post-office  and  telegraph,  as  well  as  in 
0«niiaiiy.  It  would  be  more  difficult  of  course  to  establish  the  saine  system  iu  this 
country  Decause  ot  the  size  of  the  country  and,  because  we  are  not  educated  up 
to  that  point  where  there  is  a  public  sentiment  in  lavor  of  it,  but  these  difGcultiee 
oould  in  time  be  overcome  and  should  be  overcome  gradually,  not  by  taking  all  the 
public  utilitiee  over  at  the  aume  time,  but  by  taking  one  at  a  time  and  org^izing 
that  thoroughly  on  the  basis  of  the  present  ei'nployees  and  officers.  Thus  the  onlv 
dfierence  under  public  ownersbij)  woul<l  be,  so  ur  as  the  operation  is  concerned, 
that  it  would  be  operated  for  the  beuefit  of  the  people  instead  of  for  the  benefit  of  a 
tew  stockholders.  After  one  ayslem  was  thoroughly  eslablished  another  could  be 
token  over  and  treated  in  the  saine  manner. 

Despite  the  fact  that  there  are  in  the  neighborhood  of  800,000  railway  employees 
in  this  country'.  Professor  Parsons  does  not  lielieve  that  there  would  be  political 
dat^r  it  they  were  made  government  employees,  or  that  they  would  he  a  political 
power  in  the  government.  They  are,  after  all,  only  a  small  fraction  of  the  voting  pop- 
ulation of  the  country. 

In  the  administration  of  government  railwav  affairs,  continues  the  witneE«,  there 
should  be  local  directories  and  local  advisory  boards  representing  the  various  inter- 
ests of  the  country  substantially  in  the  same  way  as  is  now  the  case  in  the  countries 
where  public  ownership  obtains.     This  would  avoid  the  danger  of  undue  officiahsm. 

Professor  Parsons  believes  in  the  pensioning  of  employees  who  have  served  faith- 
fully lor  a  long  period  of  time,  and  holds  that  the  expense  of  so  doing,  or  any  apparent 
favoritism,  is  not  any  objection  at  all  to  his  theory.  One  ot  the  strongest  arguments 
in  favor  of  public  ownership,  indeed,  is  that  it  tends  to  the  elevation  ot  labor,  better 
wages,  shorter  hours,  sick  relief,  old  age  pensions,  etc.  Those  features  are  not 
objected  to  as  regards  the  fire  departments  or  the  police  departments  of  the  cities. 
(162-165,) 

E.  Onjectloiu  to  Cktvemmeiit  ownenblp. — 1.  GtiieraUif. — Professor 
Parsons  refers  to  the  principal  objections  urged  gainst  public  ownership.  The  one 
is  the  matter  of  patronage.  While  there  might  be  a  tendency  to  the  abuse  ot  pfU- 
ronage  under  the  public  ownership  system,  the  system  itseU  creates  a  powerful 
force  opposed  to  that  abuse  by  increasing  the  importance  to  the  cJimmunity  of  having 

K>d  government.  The  financial  interest  of  the  wealthy  would  be  turned  in  favor  i^ 
ving  the  Government  honestly  and  fairly  administered,  while  now  the  tendency 
is  often  otherwise.  Political  abuses  from  private  ownership  are  extremely  serious. 
(172.) 

Mr.  WooDLOCK,  railroad  editor  of  the  Wall  Street  Journal,  does  not  think  that 
Government  ownership  of  railroads  would  be  good  for  the  Government  or  ^ood  for 
the  people.  He  sees  no  more  reason  for  it  than  for  Government  ownership  ot  the 
steel  business  or  of  the  newspaper  business.      (463. ) 

Mr.  Greene,  of  the  Audit  Company  of  New  York,  does  not  think  that  Govemmeut 
ownership  of  railroads  would  be  advisable  under  any  circumstances.  There  would 
be  too  much  politics  in  the  management.     {488. ) 

Hon.  Charlbs  Francis  Aoahs,  of  Boston,  says  that  he  has  no  faith  whatever  in 
Government  ownership  ot  induetrial  enterpriM«,  It  left  alone,  individual  ownership 
will  beat  the  Government  every  time.  The  l>est  railroads  in  Europe  are  the  English 
railroads,  and  those  are  left  to  private  enterprise,  and  are  handled  accordingly. 
(829.) 

—Professor  Parsons  states  that  the  report  of 


ttie  Italian  commission  of  ISNO  is  often  referred  to  as  proving  the  case  for  private 
ownerehip  of  the  railwavs.     He  analyzes  that  report,  however,  and  atwerts  tnat  its 
conclusions  are  practically  worthless  for  the  L'nlted  States.     The  reasons  ot  the  com- 
e  partly  invalid  on  their  face,  and  partly  inapplicable  to  this  country. 


The  commisaion  lacked  almost  the  whole  of  the  important  facts  and  experiences — 
those  of  Prussia,  Austria,  New  Zealand,  and  Australia — that  have  since  demonstrated 
the  superiority  ot  the  public  railways.  Moreover,  it  was  appointed  on  purpose  lo 
make  the  decision  it  did  make,  the  appointing  power  desiring  such  a  decision. 

Thecomoiission  base<l  ilsconcluHionsiipon^reepropositions;  (1)  That  the  credit 
and  flnancea  of  the  Italian  Government  were  too  weak  to  undertake  the  opera- 
tion of  railroads;  (2)  the  unsucceFwful  results  of  a  brief  experience  of  3  yeara  with 
direct  operation  in  northern  Italy,  thet«  reaults  being  due  partly  to  the  fact  that  the 
lines  had  come  to  the  Government  in  a  dilapidated  condition  and  had  lieen  operated 
by  Austrians  who  were  <lisplaced  and  their  places  filled  by  inexperienced  men; 
(3)  thkt  state  operation  is  more  expensive  than  pri\'ate  oiieration. 

Any  argument  that  mi^ht  be  sought  to  he  drawn  from  any  one  of  these  propo- 
ntions  has  no  application  to  the  TJnited  States.  The  aigument  as  to  economy  of 
opention  was  not  baaed  on  a  careful  analysis  of  detailed  facts.    The  railway  pro- 
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raotera  of  Italy  w&nted  the  lease  of  the  roads  and  the  tiovemment  deeired  it  also 
in  order  to  g«t  fimdH  for  other  purpoeed,  especially  for  the  building  up  of  the  army 
and  navy. 

F.  CtoTemmeBtannieralilpof  roadbedaonir*— Beplying  toaoueetiMi 
as  to  wbeUier  he  thought  it  poeeible  for  the  public  to  own  the  roadbeds,  and  corpo- 
rations or  individuals  to  <io  the  tranHportation  busineaa  in  competition  over  those 
roads,  Proferaor  Parbo.s'h  says  that  he  does  not  favor  it  because  that  system  does  not 
eliminate  the  element  of  antagoniHm  of  inl^^retjt  which  lies  at  the  bottom  of  the 
problem.  Competition  between  thoee  operating  trains  means  the  building  up  of 
itreat  cities  and  oF  private  individuals,  and  the  system  oC  discriminations  whicli  he 
believes  are  insuperable  objections  to  it.  Moreover,  two  companies  could  not  ope- 
rate trains  at  the  same  time  on  any  line  of  railway,  so  that  there  would  still  be 
monopoly  except  at  laiver  cities.     (105.) 

O.  Begulatlon  of  private  monopalf.^ProfeeBorPABSOnsaays  that  regula' 
tioD  is  not  sufficient  to  solve  the  problem  of  the  public  utility  monopolies,  for  the 
reaaon  that  it  can  not  overcome  the  antagonism  of  interest  between  owners  and  the 
public  nor  the  congestion  of  wealth  and  power.  With  public  ownership,  the  nwa- 
agers  would  be  impelled  to  administer  the  system  with  the  same  eameetneaa  and 
honesty  as  they  would  their  private  affairs.     (161-182.) 

xm.   THE  TELEGBAPH  BUSINESS. 

A.  General  deaciiptloB  and  ttatUtlct.—l.   Wetlem  Onion  TeUffraph  Qmi' 

pill//. — Mr.  Clakk,  vice-president  of  the  Western  Union  Telegraph  Compwiy,  sub- 
□lits  extracts  from  the  annual  report  of  that  company  showing  the  mileage  and  other 
conditions  of  businew.  In  1666  the  company  had  37,:)S0  miles  of  pol«s  and  75,686 
miles  of  wire.  In  19O0  it  had  192,705  miles  of  poles  anil  633, 153  miles  of  wire.  Jn 
1900  it  had  22,900  offices.     (241. ) 

2.  NiivAfr  ofmeemgei. — Tne  number  of  messages  sent  by  the  Western  Union  Tele- 
graph Company,  aa  stated  in  its  annual  report,  increaseil  from  5,879  in  1867  to  17,153 
in  1875,  By  1885  the  number  had  reached  42,096  and  by  1890,  65,878.  The  number 
of  measages  sent  in  IS03  was  greater  than  in  any  later  year,  reaching  66,591,868. 
(241.) 

Mr.  Clark  savs  that  the  number  of  messages  transmitted  during  the  year  1900  by 
the  Western  Lnion  Company  was  63,167,783,  which  does  not  include  thoee  going 
over  the  lessed  wires  to  the  press  and  other  interests.  He  figures  the  latter  classes 
as  amounting  to  7,500,000,  making  a  grand  total  of  over  70,000,000  messages.     (216.) 

3.  Potlal  Tdcgniiih  Cinnpimy. — Albert  B.  Chandlke,  president  of  the  Postal  Tele- 
graph Company,  gives  a  brief  history  of  the  organization  and  development  of  the 
a)Dtpany.  The  Postal  Telegraph  Comjiany  Ih  a  reorganization  of  the  original  Postal 
Tel^raph  Company,  and  has  been  15  years  under  its  present  organization  and  man- 
agement     It  has  acquired  quite  a  number  of  smaller  telegraph  companies,  but  its 

Eroperty  is  chiefly  of  its  own  construction.  The  Postal  Telegraph  Company  and  the 
ommercial  Cable  Company  have  been  substantially  one  property  since  January, 
1897,  the  cable  company  being  in  control  of  the  Postal  Telt^raph  Company.  (193, 
194.) 

Mr.  Chandler  states  that  at  thecloee  of  last  year  the  mileage  of  the  Postal  Telegraph- 
Cable  Company,  not  including  the  Atlantic  cables,  was  26,042  miles,  the  wire  mile- 
age 169,236  mUes,  the  number  of  offices  20,781,  and  the  number  of  messages  trans- 
mitted 16,528,444.     (194.) 

4.  TfUi/rapk  franchigfi. — Mr.  Chandler  states  that  it  is  now  univeraally  true  that 
in  going  through  any  city  or  town  the  telegraph  company  has  to  acquire  a  franchise. 
He  claims  that  under  the  post-road  act  of  Congretis  of  1886,  and  the  amendments 
thereto,  a  municipality  can  not  prevent  the  erectiiin  of  poles  and  wires  in  the  cities, 
but  can  only  regulate  the  construction.  Frai'tically,  howeier,  the  difliculty  in 
obtaining  permission  lor  construction  of  lines  is  as  great  as  that  of  obtaining  an  entire 
franchise. 

Mr.  Chandler  says  that  the  method  of  acquiring  franchises  varies  about  as  much 
W  the  number  of  places.  His  preterence  is  to  pay  a  reasonable  concession  to  the 
city  government  It  is  common  for  the  company  to  make  il.-i  wants  known  and  to 
explain  the  purposes  an<l  the  extent  of  its  U!«  of  the  public  highways,  and  make  it 
undeT^tood  that  it  is  trying  to  do  good  and  not  harm,  and  is  willing  to  pay  what  is 
reaeonable  for  the  i>rivili;ge9  asked  tor.  It  rarelv  happens  now  that  competing  com- 
panies offer  opposition  to  the  securing  of  franchises.     (196.) 

5.  Relationg  of  the  telegraph  companies  lolileiihone  and  raUrondcompania. — Mr.  Clark 
rtates  that  there  are  no  relations  between  the  Western  Union  Telegraph  Company 
and  the  Bell  Telephone  Company,  excepting  that  the  telephone  company  coliecls 
■nd  delivers  messages  for  the  telegraph  company  and  is  paid  for  it.     There  was  at 
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one  time  Bome  eort  of  &  contract  between  the  two  companies,  but  it  expired  with  the 
espiratioD  of  the  Bel!  patent.  The  relation  of  the  tel^raph  company  to  the  railroad 
companies  in  a  general  way  is  that  the  telegraph  company  baa  ronatructed  lines  along 
the  railroads  and  given  the  railway  companies  the  use  of  their  wires,  and  in  return 
the  railroad  companies  employ  operatora  to  do  their  own  telegraphing  and  incident- 
ally the  commercial  business  for  the  telegraph  company  at  the  smaller  stations. 
There  ie  substantial  uniformity  in  those  contracts  throughout  the  country.  He  does 
not  feel  at  liberty,  however,  to  submit  any  of  those  contract  to  the  commisaion. 

The  contract  with  the  Bell  Telephone  Company  grew  out  of  a  long  flght  between 
the  two  companies  on  the  patent  question,  and  it  was  compromised  by  the  telephone 
company  paying  a  part  of  ita  royalties  to  the  ieleeraph  company  for  the  term  of  its 
contract,  and  the  telephone  company  took  over  the  plant  that  the  Western  Union 
had  built.  The  contract  eipired  in  1896,  with  the  expiration  of  the  Bell  telephone 
patent     (217,219.) 

6.  Ocean  ooftfe*.— Mr.  Clabk  elates  that  the  Atlantic  cables  are  from  1,800  to  2,500 
miles  long.  The  capacity  of  a  cable  is  not  to  exceed  17  words  a  minute.  They  have 
only  one  conductor,  and  mu«t  be  made  very  strong  because  of  the  great  depth  at  which 
they  are  laid.  It  ia  poasible  to  duplex  the  cable,  and  there  is  a  fortune  in  it  for  any 
man  who  can  "quad"  it. 

Mr.  Clark  states  that  the  cost  of  laying  an  ocean  cable  is  much  greater  than  that 
of  constructing  a  tel^raph  line  on  land.  The  general  coat  of  the  cable  line  is  about 
$1,000  per  mi^,  and  it  has  only  one  eonductor.  Moreover,  the  cost  of  maintenance 
of  the  cable  line  is  much  greater  than  that  of  the  telegraph  line.  Inthecaseof  a  bro- 
ken cable  in  deep  water  it  becomes  necessary  to  fit  out  an  expedition  on  a  lai^  ship, 
which  might  be  out  sometimes  as  much  as  3  months  in  the  Atlantic  service.    (232, ) 

B.  CapltBllzatlon  and  proflta  of  telegraph  companies.— 1.  Clutrga 
of  overeapitaliadion  of  We^em  Unkm,  Company. — Profefaor  Parho\8  stales  that  of  the 
^,000,000  of  stock  of  the  Western  Union  Telegraph  Comuany  a  very  large  part  is 
water;  {60,000,000  of  the  stock  represents  less  than  (10,000,000  of  actual  value,  and 
$35,000,000  represents  largely  stock  dividends  which  can  not  be  analyzed.  The 
highest  estimate  any  legislative  committee  that  has  investigated  the  matter  has  ever 
placed  upon  the  amount  of  money  paid  in  by  the  stockholders  is  $16,000,000.     The 

Slant  has  been  built  up  out  of  earnings  very  largely.  The  railroad  commissioners  of 
lorth  Carolina  in  1897  had  made  an  extensive  examination  and  came  to  the  con- 
clusion that  &bout  $5,000,000  was  the  actual  value  of  the  Wetitern  Union  Telegraph 
Company  over  and  above  its  bonds.  From  the  b««t  information  obtainable,  says  the 
witness,  itappears  that  the  plant  could  be  duplicatedfor  from  $20, 000, 000  to  $30, 000,000 
at  the  outside. 

Professor  Parsons  says  further  that  when  recently  the  attempt  was  made  in  Ohio  to 
increase  the  taxation  of  the  Western  Union  lines  the  asjessiiient  was  hxed,  on  the 
basis  of  two-thirds  of  the  value,  at  $2,000,000  for  the  8,272  miles  of  line  in  the  State. 
The  company  claimed  that  the  property  should  be  assessed  at  not  more  than  $647,000, 
and  that  the  total  cost,  including  all  wires  on  a  line,  and  including  also  the  cost  of 
stations  and  equipment,  was  on  the  average  $103  per  mile  of  poles.  On  this  basis 
the  total  190,000  or  200,000  miles  of  poles  owned  by  the  company  would  be  worth 
about  $20,000,000.     (185,  186.) 

Mr.  RoBEBTs  quotj»  from  the  Washington  Evening  Star  of  1S93  to  the  effect  that 
the  paid-in  capital  of  the  Western  Union  Telegraph  Company  does  not  amount  to 
over  (10,000.000,  while  its  slock  amounts  to  over  $80,000,000.  All  above  the 
$10,000,000  is  pure  water.  The  Star  also  stated  that  if  the  time  should  come  when 
tlie  Government  would  buy  out  the  Western  Union  it  would  be  necessary  to  squeeze 
this  water  out  of  the  stock,  or  else  the  (jovernment  should  build  its  own  lines  and 
operat«  them  and  let  the  inflated  concern  take  care  of  itself.  The  witness  quotes 
also  from  the  report  of  the  executive  committee  uf  the  National  Board  of  Trade  of 
November  15,  1882,  which  gave  a  history  of  the  great  growth  of  the  capitalization 
of  the  Western  Union  Company.  That  report  stated  that  in  1858  the  Western  Union 
had  a  capital  of  $385,700;  that  8  years  later  the  stock  had  increased  to  $22,000,000, 
of  which  $3,322,000  was  issued  in  the  purchase  of  competing  lines  and  $18,000,000 
was  issued  in  stock  dividends;  that  afterwards,  when  the  United  States  Telegraph 
Company  was  purchased  by  the  Western  Union,  over  $7,000,000  of  stock  was  issued, 
which  wasalleged  to  be  5  times  the  value  of  the  property  taken  in;  and  that  in  the  pur- 
chases of  the  other  telegraph  companies,  occurring  subsequentlj',  practically  the  same 
Sroportion  of  stock  was  issued  in  respect  to  real  value  as  in  the  cases  mentioned, 
he  witness  states  that  it  ia  the  universal  opinion  of  those  who  have  given  the  subject 
coneideration  that  "on  one  side  are  the  people  and  on  the  other  the  Western  Union 
Tel^raph  monopoly."    (267, 271, 272.) 

2.  Denial  of  ocercapilalaati'/n  of  Weitcm  I'-nion  Company. — Mr.  Clark  denies  the 
chai^ge  that  the  Western  Union  Telegraph  Company  is  overcapit^ized.    The  rates 
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charged  would  compare  favorably  with  the  rates  charged  by  any  eystem  of  tel^^pha 
that  could  be  put  upon  the  same  baaia  without  governmental  aid,  and  there  are  no 
overchargee.  Comparing  Great  Britain  with  the  United  States,  the  total  coat  ot  the 
linee  in  Great  Britain  up  to  March  31,  1900,  waa  $66,603^662,  or  an  average  capital 
acconnt  of  (1,530.80  per  mile  of  poles  and  (215.90  per  mile  of  wire.  The  total  capi- 
talization of  the  Western  Union  Telegraph  Company,  including  the  stock,  the  col- 
lateral trust  bonds,  and  all  other  bonds  and  liabilities,  amounts  to  $131,364,665.  On 
tbia  baaia  the  capitalization  per  mile  of  poles  in  the  Umted  States  is  $703.SD.  Deduct- 
ing the  Atlantic  cables  from  the  wire  mileage,  tlie  capitalization  per  mile  of  wire  is 
$141.70.  Thus  the  capitalization  per  mile  of  poles  in  Great  Britain  is  more  than 
twice  as  much  as  that  of  the  Western  Union  Company  and  the  capitalization  per 
mile  of  wire  one-half  as  much  more. 

Figuring  the  capitalization  from  another  standpoint,  and  deducting  $11,000,000 
of  Hseets  Rom  outeide  companies  that  are  not  telegrapti  com^taoies  ana  whose  sys- 
tems are  not  in  any  way  comprised  in  its  miieage,  the  capitalization  of  the  Western 
Union  is  $120,364,665,  or  $645  per  mile  of  poles  and  $129.80  per  mile  of  wire. 
(212,213.) 

Professor  Pabsohb  criticises  the  statement  that  the  capitalization  of  the  Western 
Union  Tel^^raph  Company  is  $645  per  mile  of  line  and  $130  per  mile  of  wire,  while 
the  British  capitalization  was  estimated  at  $1,630  per  mile  of  line  and  $216  per  mile 


;,  ._ p  ^ IB  and  improve- 
ments from  the  beginning,  and  making  no  allowance  for  depreciation.  Besides  this, 
it  is  well  known  that  England  paid  the  company  at  least  four  times  and  probably 
five  or  six  times  the  actualvalue  of  the  lines.  It  would  be  better  to  take  for  compar- 
ison the  tel^raph  capitalization  in  some  country  that  had  not  made  such  an  exorbi- 
tant purchase.  Better  still  would  it  be  to  compare  the  $645  a  mile  with  the  cost  of 
construction  in  this  country  or  with  the  Western  Union  claim  in  recent  litigation  in 
Ohio,  that  its  whole  property  in  that  Slate  did  not  cost  over  $103  per  mile  of  line. 
Even  this  contrast  protably  does  not  show  the  real  inflation  in  Western  Union  cap- 
ital, for  Vice-Rodent  Clark  took  the  whole  mileage  ot  poles  and  wire  reported  by 
the  company,  which  there  is  the  very  best  reason  to  Delieveis  the  sum  of  all  the  lines 
bouehtand  built  from  the  start,  many  of  them  now  in  the  junk  heap.  Vice-President 
Clark  says  that  the  "capital  of  the  Western  Union  Company  has  resulted  from  the 
amBlgamation  of  a  large  number  of  telegraph  companies  from  the  beginning,"  and 
everyixidy  knows  that  when  companies  amalgamate  the  resulting  capital  is  a  good 
deal  more  than  the  sum  of  the  formerseparale  capitals.  WTiat  is  the  relation  between 
capitalization  and  the  real  value  of  the  plant  is  the  important  question,     (SS9.) 

Mr.  Clark  states  that  the  Western  Union  Tel^raph  Company  i^arantees  the 
stocks  of  other  companies  which  it  has  taken  into  its  system,  amounting  to  quite  a 
large  sum,  for  which  no  Western  Union  stock  has  been  issued.  The  stocks  of  the 
companies  for  which  Western  Union  stock  has  been  issued  have  been  canceled. 
There  are  about  11,000  slockholdeie  of  the  Western  Union  Company,  only  about  50 
of  wiiom  hold  large  blocks  of  stocks.  The  regular  dividend  is  5  per  cent,  and  haa 
been  so  for  a  number  of  years.     (226. ) 

Mr.  Clark  states  further  that  the  capitalization  oC  the  Western  Union  Tel^;Taph 
Company  has  not  been  increased  with  the  increase  of  the  service  and  with  the 
amount  of  money  expended  in  the  betterment  of  the  system.  Referring  to  the 
absorption  by  the  Western  Union  ot  the  Atlantic  and  Pacific  and  the  American 
Union  Tel^nph  Companies  in  1879,  he  says  that  he  is  unable  to  tell  whether  the 
capital  stock  of  the  Western  Union  was  increased  at  that  time  or  not,  but  wheU^er  it 
was  or  not  (referring  to  an  opinion  of  the  United  States  court  of  appeals)  there  was 
no  more  increase  in  the  capitalization  than  the  values  of  the  property  atisorbed 
would  warrant.  The  capitalization  per  mile  of  wire  has  steadily  gone  down 
because  the  property  has  been  reconstructed  without  adding  additional  capital  to  it, 
the  amount  for  reconstruction  beii%  taken  out  of  the  earnings  of  the  company. 
(221.) 

3.  OoU  of  reprodudion. — Mr,  Clabk,  referring  to  the  arguments  that  the  cost  of 
reproducing  the  property  should  he  the  proper  test  of  its  value,  maintains  that  this 
is  not  the  correct  test.  Moreover,  the  claim  that  the  lines  can  be  reproduced  for 
$120  to  $130  per  mile  is  preposterouB.  Thb  would  cot  be  true  even  if  there  were 
but  2  wires  to  the  line,  and  wnile  only  about  30  per  cent  of  the  lines  of  the  Western 
Union  Telegraph  Company  have  only  2  wireM,  on  manv  of  the  lines  of  the  system 
there  are  as  many  as  200  wires,  which  make  it  very  much  more  expensive.  The  cost 
of  expensive  terminals  in  the  various  cities  (many  of  which  run  up  into  the  millions 
of  dollars)  must  necessarily  be  taken  into  consideration  in  determining  the  value  of 
the  property.     It  cost  the  comnany  $100,1X10  per  mile  to  construct  the  underftround 
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property  is  the  f&ct  that  it  ban  been  built  up  by  the  braiuB  of  many  managHTB  and  has 
a  certtuu  value  which  might  be  termed  its  fifocid  wiil.  The  property  aa  it  is  to-day 
represents  in  a  lai^  part  many  renewals  and  reconstnictioiis;  this  outlay  would 
amount  to  from  $50,000,000  to  $60,000,000  expended  since  1866.      (215. ) 

Mr.  Clark  states  that  he  can  not  make  an  estimate  o(  the  average  cost  of  conetruot^ 
ing  a  mile  of  poles  with  1  wire,  because  there  are  so  many  varyioB  conditione  in 
the  country  aa  to  render  an  estimate  unreliable.  He  also  states  that  he  can  not  esti- 
mate the  cost  per  mile  of  wire  acd  the  cost  of  terminals,  for  the  same  reason. 
(231,222.) 

Mr,  Chandler  etatca  that  the  cost  of  building  a  tel^sph  line  varies.  He  has 
known  a  good  eingie-wire  tel^raph  line  to  be  built  for  f  l60  per  mile,  and  he  has 
known  single  lines  of  telegraph  in  cities  to  cost  $10,000  under  ground.     (204. ) 

4.  Capitalization  of  Poel'il  Tdeiirapk  Oimpany, — Mr,  Chandler  states  that  the  cap- 
ital stock  of  the  Postal  Telegraph  Company  was,  at  the  time  of  the  acquisition  of  the 
property  by  the  Commercial  Cable  Company,  exchanged  tor  bonds  of  the  ftible  Com- 
pany. The  whole  capital  of  the  Portal  Company— $20, 000, CXX) — is  in  Ixjnds  ieened  by 
the  Cable  Company  in  exchange  for  $20,000,000  of  stock  of  the  Postal  Company  and 
for  property  since  acquired.  The  Postal  Company  has  no  shares  of  the  stock  out- 
standing on  its  land-line  properties.  The  Postal  Company  has  no  sinking  fund  and 
no  cumulative  feature  in  its  interest-bearing  bonds.  The  $20,000,000  of  bonds  cover 
not  only  the  tangible  property  of  the  company,  but  its  franchises,  patents,  and  a 
variety  of  requisites  for  carryiup;  on  the  teltaraph  business.     { 194. ) 

Mr.  Clark  states  that  the  Postal  Telegraph  and  Cable  Company  has  $18,000  000  of 
4  per  cent  bonds,  and  that  that  does  not  cover  all  that  the  lines  nave  cost,  which  is 
about  $20,500,000.  On  the  mileage  given  by  that  eom[«ny  in  the  United  States  it 
is  capitalized  at  $782  per  mile  of  poles  and  $121  per  mile  of  wire.  This  company 
was  the  result  of  a  numberof  reorganizations  of  other  companies  and  has  been  Duilt 
up  on  ptactiially  a  cash  basis.     (212-213. ) 

5.  Projiti  of  the  Wadem  Union  leUffrapk  nyttem. — Mr.  Randall  traces  the  growth  of 
the  Western  Union  telegraph  system,  beginning  in  1858,  when  its  capita!  stock  was 
only  $385,780,  and  stat<»  that  during  the  next  8  years  its  stock  dividends  amounted 
to  nearly  $18,000,000;  that  the  laivest  divi<lend  declared  by  the  company  up  to  1874 
was  414  per  cent.  The  company  has  realized  $100,000,000  in  25  years  in  dividends. 
An  investment  of  $1,000  in  Western  Union  stock  in  1858  would  have  received  up  to 
1S90  stock  dlviden<ls  of  more  than  $50,000  and  cash  dividends  equal  to  $100,000,  or 
300  per  cent  of  cash  dividends  per  year.     (243-244.) 

Professor  Passo.^s  slates  that  Postmaster-Ceneral  Wanamaker's  investigations 
showed  that  early  investments  in  Western  I'nion  stock  have  reci'ived  an  average  of 
300  per  cent  cash  dividends  per  year  from  IS.'iS  up  to  1890  and  150  per  cent  per  year 
in  stock  dividends  besidep.  Ca^in  dividends  for  the  period  from  1S58  to  1866  were 
100  percent  a  year  and  the  total  dividends  700  percent  a  year.     (130.) 

Mr.  Clark  states  that  the  annual  gross  earnings  of  the  Western  Union  Telegraph 
Company  amount  to  nearly  $25,000,000,  while  the  gross  expenses  are  al)out$18,500  000, 
wbicn  leaves  a  balance  of  something  over  |fi,000,000  for  dividends  on  the  stock,  for 
interest  on  the  bonds,  and  for  sinking-fund  purposes,  with  a  small  surplus.  The 
expeniies  for  a  year  are  made  up  of  operating  and  general  expenses,  amounting  to 
over  $13,000,000;  rental  of  leased  lines,  over  $1,500,000;  maintenance  and  recon- 
struction, nearly  $3,000,000;  taxes,  a  little  over  $500,000;  equipment,  a  Uttle  over 
$300,000.  The  operating  and  general  expenses  for  salaries  amount  to  $9,000,000, 
or  practically  50  per  cent  of  the  whole  espenj-es,  which  does  not  include  the  salaries 
for  regular  Imem en,  special  line  gangs,  and  general  labor  expenses.     (216.) 

6.  Prr^t*  of  Pottal  Tekgmph  (hmpany.—tAr.  Chandler  stales  that  the  Foetal  Tele- 
graph Oom}tany  earned  and  paid  4  per  cent  dividends  previous  to  the  sale  of  ita 
property  and  has  just  about  earned  the  interest  that  has  been  paid  by  the  Cable 
Company  on  the  bonds  since  the  acquisition  of  its  property  by  that  company.   ( \9i. ) 

Mr,  Cnandler  states  that  all  the  earnings  of  the  Postal  Telegraph  Company  above 
dividends  of  4  per  cent  paid  on  its  $20,000,000  of  bonds  have  been  mvestod  in 
extension  and  new  construction,  but  that  it  is  impracticable  to  ascertain  accurately 
the  amount  of  surplus  earnings  that  have  gone  intii  the  property.     (194,  202, ) 

Mr,  Chandler  states  that  tne  Commercial  Cable  lines  have  up  to  this  time  had  an 
advantage  over  the  land  lines  in  earning  capacity.     (202. ) 

C.  Telesranta  ratei.— 1.  Tdr^aph  rata  in  UniUd  Sofrf.— Mr.  Randall  states 
that  the  rates  for  telegrams  in  this  country  are  so  varied  that  it  is  difficult  to  tell 
what  they  are  from  one  place  to  another  without  going  to  a  telegraph  ollice  and  mak- 
ing ini^uiry.  He  submits  a  table  showing  the  rates  from  New  Yorlc  to  all  the  prind- 
pal  cities  in  the  country,  ranging  from  25  cents  for  10  words  and  2  cents  tor  eacb 
additional  word  to  $1  and  7  cents.    This  table  is  as  follows: 
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Wyoming,  75  and 

BO  and  i  and  GO  and  S, 

Mr.  BAndall  saye  tbat  there  are  special  rates  leea  than  the  commercial  rates  given 
in  the  table,  but  that  there  does  not  eecm  to  be  any  universality  even  in  respect  of 
tbeee  specif  rates.  He  believea  in  uniformity  of  rates;  he  does  not  think  distance 
should  l>e  considered  in  teleerapby  anymore  thaiiin  the  carrying  of  the  mails.  The 
company  has  the  linecrectedand  the  operators  employed,  and  it  really  doea  not  cost 
any  more  to  send  a  telegram  from  Maine  to  Califarnia  than  from  Washington  to 
Alexandria.  Nineteen-twentieths  of  the  telegraph  business  of  the  company  is  done 
within  a  radius  of  1,000  miles  of  New  York,  and  rates  on  that  business  would  pay  for 
any  deficiency  in  the  revenues  for  longer  distances.     {251,  257,  26B. ) 

Mr.  Clark  describes  the  various  kinds  of  rates  in  force  in  the  tele^ph  system  of 
the  country.  The  commercial  rates  are  made  up  in  different  ways.  For  instance,  in 
some  States  the  rate  for  a  10-word  message  is  25  cents  for  the  whole  State  and  there 
are  also  such  special  rates  from  State  to  State  and  between  large  centers.  The  rates 
tor  local  purposes  all  through  the  country,  if  not  thus  specially  determined,  are  made 
up  by  B  system  of  squares,  a  square  being  50  miles  eacn  way,  and  the  rate  being  26 
cents  from  any  square  to  any  two  circles  of  contiguous  sqimree.  The  highest  rate 
charged  for  the  country  istl,  which  is  froni  the  Atlantic  to  the  Pacific  coasL  There 
is  also  a  system  of  night  rates  east  of  the  Rn'ky  Mountains,  by  which  messages  can 
be  transmitted  during  the  night  and  delivered  next  morning  at  about  half  me  day 
rate,  there  beiuK  no  rate  less  than  20  cents.     (209,  210. ) 

Mr.  Chawdlkr  states  that  the  rates  of  the  Posta!  Tel^raph  Company  tor  meeea^ 
of  10  words,  exclusive  of  date,  address,  and  signature,  range  from  20  cents,  applying 
locally  in  a  few  cities,  to  $1,  applying  between  the  extremes  of  the  Atlantic  and 
Pacific  coasts,  and  that  the  average  amount  received  per  message  during  the  year 
leOO  was  34,2  cents.  He  states  further  that  the  small  customer  is  as  cheaply  served 
as  the  laiye  customer,  a  circumstance  which  is  due  to  the  fact  that  in  the  transmis- 
Bion  of  telcKrams  every  message  takes  exactly  as  mui-h  time  of  the  operating  Bervioe 
and  as  much  use  of  the  lines  bs  every  other  messi^  of  equal  le^^h. 

Rates  are  fixed  on  a  system  similar  to  the  /one  system.  The  whole  country  is 
divided  into  squares,  and  the  rale  is  made  from  one  square  to  another.    ( 194.196. ) 

2.  ComparUon  of  European  aTtd  Ameriran  telegraph  rates. — Professor  Pahsonb 
states  that  the  aven^  telegraph  receipts  in  this  country  are  about  31  cents  for  ordi- 
nary me^ages,  wliile  in  European  countries  the  rate  is  very  much  less.  He  submita 
the  following  tsble  showing  the  comparative  rates  for  the  principal  European  coon- 
tries  to  be  less  than  one-half  what  the  rates  are  in  this  country: 
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Mr.  ParBona  flsaerta  that  the  difierence  in  ratea  between  the  United  States  and 
EuroDean  countries  can  not  be  aijcounted  for  wholly  upon  the  greater  distances  in 
nited  Slatee,  as  is  claimed  by  the  Western  Union  Company,  because,  if  the 


He  states,  however,  that  the  mesBaees 
e  charged  for  at  a  higher  rate  than  Tor 


total  cost  for  maintenance  and  reconstruclioii  of  the  Western  Union  were  taken  aa  a 
basis  for  calculation,  the  increased  cost  per  meeeage  would  not  exceed  3  cents.    (186, 

Mr.  Randall  declwee  tliat  the  rates  for  telegraph  service  in  this  country  are 
-_..  ^jjj  very  much  higher  than  the  rates  for  similar  service  in  the  Kuropeaa 
where  the  telegraph  is  '■"'^"»-  '^ *'■"■*> ■".^..*  ^^^^<■^^^      ui»-(..  ^^«  «««  ~.»4  ^t 

the  tel^taph  lines  of  the  world  ai  ^  ,  _, 

countries  no  more  charge  IH  made  for  100  miles  than  for  1  mile,  the  same  principle 
being  applied  to  the  telegraph  there  as  to  our  pi^tal  system.  In  most  of  these 
countries  the  postal  service  and  telegraph  are  combined,  and  in  nearly  all  ot  them 
the  combined  service  makes  a  profit.  He  instances  Italy  in  1890  as  naving  a  net 
profit  of  (306,837  from  the  combined  service.  He  quotes  from  Postmaster-GeneTal 
Wanamaker: 

"J  believe  1  ' 

rm  25-cent  2  .    „_....     ,. , . _„ 

1  lower  rat«B  would  be  so  large  that  the  pro&ts  of  the  telegraph  company,  i , 

judgment,  would  not  be  diminished. "     (244.) 

Mr.  BoHEKTs  states  that  the  rates  for  telegraph  service  in  this  country  are  greatly 
in  excess  of  the  rales  in  European  countries,  where  the  lines  are  operated  by  the  gov- 
ernment, and  that  the  service  here  is  inferior.  The  Western  Union  Ck>mpany,  in 
making  comparisons  with  European  countries,  has  always  contended  that  one  oi  the 
reasons  why  rates  were  higher  here  than  there  was  because  of  the  greater  distances. 
The  Western  Union,  in  making  this  ailment,  always  attempts  to  minimize  European 
distances  and  magnify  distances  in  the  United  States,  and  he  submits  some  flgurea 
taken  from  the  Western  Union  statistics  in  support  of  his  statement.     (271.) 

Mr.  Clark  states  ttiat  the  average  rate  received  for  tel^rams  of  all  lengths  by  the 
Western  Union  Comj»iny  is  30.8  cents  and  the  operating  expense  about  25.1  cents. 
These  flgurea  are  obtained  by  dividing  the  total  receiptsand  expenses  by  the  number 
of  telegrams.  In  Great  Britain  the  average  cost  per  message  is  15  cents.  If  the  rates 
of  Great  Britain  were  raised  to  practicali)'  what  they  are  in  the  United  States,  the 
service  would  perhaps  lie  self-supporting.     He  states,  however,  that  the  n 

passing  over  inlemalional  lines  in  Europe  are  charj        

similar  messa^s  in  the  L'nited  States.     (224-226. ) 

Mr.  Clark  states  that  the  telegraph  rates  in  the  European  c 
the  entire  count  of  the  message,  includiry?  address  and  sitrnature. .  The  rate  in  Great 
Britain  is  12  cents  as  a  minimum,  which  covers  12  words,  and  1  cent  for  each  addi- 
tional word.  In  France  the  charge  is  10  cents  for  10  woids  or  lew,  in  Norway  13 
centa,  and  in  Germany  12  cents  for  10-word  messages.  In  Belpum  15  words  or  less 
may  be  sent  for  10  cents.  The  additional  ral«s  in  eacli  of  these  countries  are  about 
1  cent  per  word.     Messages  to  all  distances  are  apparently  at  the  same  rates. 

Mr.  Clark  asserts  further  that  the  distances  in  European  countries  are  very  short 
compared  with  those  in  the  United  Stales.  The  circuits  in  which  the  25-cent  rate 
would  apply  in  the  United  States  are  much  larger  ttian  the  usual  circuits  in  Great 
Britain,  with  which  he  makes  particular  comparisons.  About  65  per  cent  of  all  of 
the  mesaa^  in  Great  Brita''  arc  sent  into  ajid  out  of  London!  Uistance  is  a  very 
important  item  in  any  consideration  of  the  ijuestion  as  to  whether  the  rates  in  England 
can  be  properly  compared  with  the  rates  in  the  United  States,  the  conditjons  being 
so  different. 

Finally  Mr.  Clark  emphasizes  the  fact  that  in  the  United  States  there  is  no  charge 
made  for  the  address  and  signature  of  the  message,  while  in  the  European  countries, 
with  which  comparisons  have  been  made,  thei*  matters  are  counted  as  part  of  tlie 
message.  While  the  rates  of  the  European  countries  would  appear  on  their  face  to 
be  much  below  the  rates  in  the  United  States,  it  would  be  found  upon  examination 
that  a  message  in  the  United  States  costing  25  cents  would  average  21  words  long,  and 
at  the  rate  of  1  cent  a  word,  which  is  common  in  the  European  countries,  this  would 
cost  21  cents  per  10-word  message.     (208,  209.) 

Referring  to  the  rates  in  the  European  countries,  Mr.  Chandlbr  aays: 

"In  European  countries  the  distanc-es  are  very  short  in  comparison  with  ours,  and, 
besides,  in  European  countries  every  word  is  charged  for.  Here  the  rate  is  upon 
the  message  ilwlf.  The  date,  aiidress,  and  signature  are  not  paid  for.  •  •  *  1 
have  reiieatedly  been  informed,  Ixith  by  telegraph  officers  abroad  and  persons  using 
the  telt^rapb  there,  that,  taking  into  account  the  fact  that  all  words  are  charged  for 
by  foreign  governments  and  that  the  distances  within  the  limits  of  European  coun- 
tries are  lew  than  in  the  United  Slates,  rates  there  are  nowhere  lower  tlian  here,  and 
in  ca^e  of  messages  going  from  one  country  to  another  tliey  are  much  higher." 
(194,  195,  202,  203.) 
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the  ordinary  meaeage  as  the  teHifl  of  comparison.  President  Green,  of  the  Western 
Union  Tel^raph  Company,  some  years  ago  placed  the  average  number  of  words  in 
the  address  and  eignature  at  7  per  meseage.  Even  if  the  average  meesage  were  21, 
words  here  the  comparison  would  not  be  fair,  for  it  is  perfectly  eertain  that  the  aver- 
i  for  £ngland  is  atiout  15  words  only.  The  minimum  rates  at  which 
n  be  sent,  and  the  actual  aven^  charge,  are  vital  matters  for  making 


country  may  be  Bent  for  12  cl ,      .__. 

New  York,  Connectjcut,  or  New  Jersey  to  anotner  point  in  the  same  State  is 
The  average  charge  lor  all  messages  in  Great  Britam  is  atout  16  cents,  as  againBt  31 
cents  in  the  United  States.  Mr.  Clark  admitted,  says  Mr,  Paraons,  that  3  cents  a 
message  added  in  Great  Britain  would  pay  for  all  extensions  and  cover  the  interest 
charges  on  a  debt  overloaded  bv  the  purchase  of  lines  at  about  four  times  their  value. 
By  Western  Union  data  le^s  than  3  cents  of  the  31  chai^  in  the  United  States  are 
due  to  distance,  and  the  evidence  shows  that  telegraph  expenses  are  not  run  up  by 
paying  high  wages.     (887. ) 

3.  Inta-nntional  rate*. — Mr.  Clark  states  that,  as  to  the  through  businesa  on  the 
Continent  of  Europe,  one  can  register  a  code  address  just  as  is  done  in  respect  of 
cable  meseages  and  pay  $5  per  year  for  that  r^^tration,  but  that  that  system  is  not 
used  by  the  general  public  Decause  it  is  too  expensive.  It  is  safe  to  assume  that 
piactjcally  all  the  general  butdncss  passing  between  London  and  any  o(  the  large 
cities  on  the  Continent  would  be  on  tue  same  count  as  btisinesB  in  the  United  States, 
the  tendency  being  to  make  it  more,  because  tbe  names  of  streets  are  much  more 
involved  there  than  here.  The  rate  for  all  international  business  in  Europe  is  made 
on  a  word-count  and  not  on  a  count  of  10  words  or  less.  The  rate  between  London 
and  Paris  is  5  cents  per  word,  or  $1.05  on  the  messt^  of  the  averaae  sent  in  this 
country  at  the  10-word  late;  whereas  from  New  York  to  any  part  of  New  England, 
Pennsylvania,  or  New  Jersey  (which  is  practicallv  tlie  same  distance],  the  rate 
would  be  but  2S  cents.  "From  London  to  Mareeilles,  827  miles,  the  rate  is  5  cents 
ft  word;  that  would  l>e  the  same  as  Paris — Jl. 05— while  our  rate  from  New  York  to 
Chicago,  about  the  same  distance,  is  40  cents.  From  London  to  St.  Petersburg  the 
distance  is  1,774  miles,  and  the  price  is  llj  cents  a  word,  or  $2.41  tor  21  words, 
while  our  rate  from  New  York  to  Galveston,  1,789  miles,  is  75  cents.  From  I.«ndon 
to  Berlin  is  746  miles,  and  the  telegragih  toll  6  cents  a  word,  or  $1.25  for  21  words, 
while  our  rate  from  New  York  to  Cincinnati,  the  same  distance,  is  40  cents.  From 
London  to  Bome  is  1,192  miles,  and  the  rate  is  Si  cents  per  word,  or  $1.37  for  21 
words,  as  compared  with  our  charge  of  60  cents  from  New  York  to  New  Orleans, 
l,344niiiefl."     (209.) 

Mr.  Clark  states  that  the  cable  rate  from  New  York  to  Europe  is  25  cents  per 
word,  and  that  for  a  less  distance  it  might  be  less,  because  less  money  is  invested  in 
the  line  for  a  shorter  distance.  The  coinparisons  as  to  the  rates  from  New  York  to 
various  points  in  this  country  with  the  rates  from  London  to  various  European 
countries  are  fair,  although  as  n  part  of  the  distance  from  London  to  the  continental 


short.  The  rates  from  one  continental  place  in  Europe  to  another  at*  practically  the 
mme  as  from  England  to  any  of  the  continental  countries,  the  rate  irom  Pans  to 
Berlin  being  4  cents  i)er  word.     (218. ) 

Professor  Parsons  replies  that  Mr.  Clark's  comparisons  of  American  rates  from 
New  York  with  European  rates  from  London  is  unfair,  (1)  because  the  American 
rates  are  internal,  while  the  European  are  international,  each  country  adding  its  own 
tariff;  (2)  the  American  rates  are  land  rates,  while  the  European  rates  include  the 
cable  from  England  to  the  Continent,  which,  as  Mr.  Clark  admits,  is  tnfluitelv  more 
costly  than  the  land  service.     (887. ) 

Professor  Pa HHoss  criticises  the  statements  made  at  various  earlier  times  by  the  Wetrt- 
em  Union  Telegraph  Corajmny  in  respect  of  the  distances  between  various  European 
places  and  between  places  in  the  United  States,  saying  that  for  the  purrmses  of  mak- 
ing out  their  eases  the  Western  Union  has  magnifiM  the  American  flistances  and 
minimized  the  European  distances,  and  in  a  table  submitted  to  a  Congressional  com- 
mittee in  1S70  had  not  correctly  stated  the  distance,  but  had  put  the  distances  from 
one-third  to  one-half  less  than  the  actual  distances.'  The  rates  compared  by  the 
Western  Union,  moreover,  were  tor  internal  traffic  in  the  United  Statesand  for  inter- 
national traffic  in  Europe,  international  traffic  being,  because  of  different  controlling 
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authorities,  much  more  expeuHive  than  intenial.  For  internal  tr&ffic  io  the  tToited 
8ttit«e,  the  rates  were  found  by  the  committee  of  1870  to  be  from  three  to  four  times 
as  b^h  ae  tot  internal  traffic  under  European  syeterae  operated  by  the  govenunent. 

(187-188.) 

4.  Deiitily  ofpopulaiion  and  amount  of  tervice  in  United  Slate»  andforeiffn  countria. — 
Mr.  ThoKas  F.  Clahk,  vice-pteoident  o£  the  Wefltern  Union  Telegraph  Company, 
Btatee  tliat,  in  his  opinion,  the  comparieonB  that  have  t>een  made  hy  other  witneesefl  in 
regard  to  the  teleffraph  in  Great  Bntain,  Ireland,  Switzerland,  and  Belgium  are  unf^r. 
The  area  of  all  these  countriee,  their  population,  the  denaity  of  population,  and  all 
things  of  that  nature  should  be  taken  into  conHideration.  It  would  be  found  there- 
from that  the  service  in  the  United  States  reached  more  people,  compantivelyapealc- 
ing,  and  was  better  than  in  the  other  countries  mentioned.  He  gives  statirstJces  in 
support  of  this  general  proposition,  showing  that  there  are  about  ^{9,000  places 
reached  by  the  telegraph  companies  and  their  connections  in  the  United  States, 
while  there  are  but  76,(X)0  post-offices;  that  in  Great  Britain  there  are  a!>out  40,000 
post^ffices  and  10,816  telegraph  offlcea.  About  50  percent  of  the  places  where  there 
are  popt-offlces  in  the  United  SlAtes  are  reached  by  the  telegraph,  while  in  (ireat 
Britain,  with  all  its  density  of  population  (which  he  gives  as  333  to  the  square  mile, 
while  it  is  only  24  to  the  square  mile  in  the  United  States),  only  about  25  per  cent 
of  the  places  reached  by  the  post-office  are  reached  by  the  telegraph.     (208-208. ) 

Mr.  Clark  submits  also  a  table  showing  for  each  of  the  European  countries  and  for 
the  United  States  the  number  of  people,  the  miles  of  tel^raph  lines  and  telegrapli 
wires,  the  number  of  offices,  the  messages  sent,  the  receipts,  the  number  of  people 
to  the  square  mile,  and  the  number  of  people  to  1  mile  of  wire,  and  other  facts. 
He  asserts  that  these  figures  show  that  the  United  States  has  fewer  people  to  the 
square  mile  than  any  of  these  other  countries,  and  that  nevertheless  there  are  more 
miles  of  wire  proportionately  to  the  population  than  in  any  other  country.  There 
are  here  only  76  people  foi'  every  mile  of  wire,  while  Great  Britain,  with  a  very 
dense  population  and  a  large  proportion  of  mileage  of  wire  to  territory,  has  no  less 
than  130  people  to  every  mile  oi  wire.  In  Germany  there  are  ISB  people  per  mile 
of  wire,  wniie  in  Russia  there  are  no  lees  than  669  inhabitants  per  mile.  The  wit- 
ness holds  that  these  figures  show  the  superior  adetjuacy  of  American  telegraph 
facilities,  in  proportion  to  the  needs  of  the  country.     (233,  234.) 

Professor  PxasoNS  replies  that  1  mile  of  wire  to  76  people  in  the  United  States 


t  1  mile  to  130  people  in  Great  Britain  proves  nothing  except  the  relative 
sparaity  of  population  in  the  United  Slates.  The  wire  mileage  tabulated  by  the 
Western  Union  includes  all  the  worthless  lines  that  were  bought  up  solely  to  get  rid 


of  rival  companies.  Mr,  Clark's  comparison  as  to  the  number  of  post-offices  and 
places  reached  ^  the  telejcraph  companies  is  invalid :  (1 )  Because  by  his  own  exhibit 
there  are  only  29,000  places  reached  by  telegraph  ann  telephone.  (2)  Because  the 
number  given  for  the  Brilish  telegraph  offices  is  the  figure  for  more  than  2  years 
prior  to  the  date  of  the  figures  for  the  United  States.  (3)  Be<auBe  the  British  post- 
oflicee  are  overestimated.  The  1898  report  gives  the  nuuitier  of  posl-offices  in  Great 
Britain  as  21,197  and  the  telegraph  offices  as  10,483.  (4)  Because  t«lephone  connec- 
tions are  included  in  the  American  fibres  and  not  in  the  English.  (5)  Bei&uae 
about  three-fourths  of  the  Western  Union  offices  are  railway  ofi^ces,  while  less  than 
one-fourth  of  the  British  offices  are  railway  offices.  (6)  Becauee  in  Great  Britain 
every  poet-office  and  postal  box  is  a  place  of  deposit  for  telegrams.  Moreover,  the 
figures,  even  if  correct,  would  only  show  that  Great  Britain  had  a  much  f(reater  rela- 
tive development  of  post-offices  than  the  United  States.  The  implication  that  the 
telegraph  development  in  Great  Britain  is  relatively  less  than  the  United  States  is 
wholly  unwarranted,  even  on  Mr.  Clark's  figures,  since  10,816  offices  is  a  more  exten- 
sive service  in  Great  Britain  than  39,000  in  the  United  States  with  30  limes  (he  are«. 
(886,  887.) 

Professor  Parsons  admits  that  probably  there  is  greater  efficiency  of  service  in  this 
country'  in  the  telegraph  eyatem  in  some  respects  than  in  Europe,  but  says  that  can 
be  attnbuted  to  general  superiority  of  America  in  any  businesi'  affairs.     (188.) 

5.  Jieduciion  in  ralrt  in  Vniled  Stata.^-yir.  Clabk  sayn  that  the  Western  Union 
company  has  resulted  from  the  amalgamation  of  a  large  number  of  telegraph  com- 
panies. In  the  early  days  a  number  of  small  companies  were  exploited  in  all  direc- 
tions, and.  made  their  own  tariffs,  so  that  if  one  wished  to  send  a  meseage  from 
a  remoteplace  to  another  remote  place  it  would  be  necessary  to  nend  it  over  a  num- 
ber of  different  lines  and  pay  what  is  known  as  the  transit  rate  for  each  line,  there 
being  no  unification  of  service.  This  ayalem  became  so  burdensome  that  consolida- 
tion became  necessary. 

As  the  result  of  the  consolidation,  rates  have  been  greatly  reiluced.  The  rates  of 
the  East  are  lower  than  those  of  the  Middle  and  Western  8tau«,  and  they  in  turn 
are  lower  than  the  rates  in  the  South.    The  reduction  of  rates  for  the  country  in 
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M)d  about  New  York  has  been  about  20  per  cent  since  1866,  while  for  the  western 
and  southern  places  the  leductione  were  much  greater. 

The  rate  from  New  Yotk  to  BuBalo,  which  was  76  cents,  floally  became  2S  cents, 
which  is  the  rate  to  all  other  places  in  New  York  State;  from  New  York  to  Cleve- 
land, $1.45  in  1S66,  ie  now  40  cents,  which  ie  the  rate  to  all  other  places  in  Ohio;  to 
Chicafco,  (2.05  in  1866,  now  40  cents;  other  places  in  UlinoiH,  50  cents;  Omaha, 
tormerly  (4.45,  now  50  cents;  Denver,  $7,  now  75  cents;  Salt  Lake  City,  $7.25  now 
75  cents;  San  Francieco,  $7.40,  now  $1;  Portland,  Or^.,  Seattle,  Wash.,  and  Vic- 
toria, British  Columbia,  which  were  from  $10.20  to  $11.55,  now  $1;  Wsshin^n, 
formerly  75  cents  now  25  cents;  Richmond,  $1.25,  now  35  cents;  Atlanta, $2.35,  now 
60  cents;  New  Orleane,  $3.25,  now  80  cents;  Gaiveeton,^  Tex.,  $6,50,  now  75  cents. 

Mr.  Clark  states  that  bo  &r  as  practicable  the  divisionH  by  squares  have  been 
abandoned  and  the  rat«8  fixed  by  States. 

The  result  of  this  consolidation  has  been  very  beneficial  to  the  business  intereeta  of 
the  country  and  to  all  other  interests  in  efiecting  great  economy  of  service  and  great 
saving  in  tune.  The  rat«s  to-day  aim  to  follow  the  development  of  the  bueinesB  all 
the  time,  and  with  an  earnest  desire  on  the  part  of  the  oompany  to  keep  them  as  low 
as  possible,  at  the  same  time  giving  the  company  a  reasonable  return  on  the  invest- 
ment.    (214-216. ) 

A  table  submitted  by  Mr.  Clark,  from  the  report  of  the  Western  Union  Tel^raph 
Company,  shows  the  average  tolls  received  per  message  by  Chat  company  each  yearsince 
1868.  These  figures  are  obtained  by  dividing  the  total  receipts  or  the  oompany  from 
ordinary  mesaages  by  the  total  numtier  of  ordinary  messages,  so  that  the  average 
includesmeseagesofalUeDgthssentfoTalldistancee.  The averaj^ toll  received  in  1868 
was  $1,047  per  message.  By  1876  the  average  had  fallen  to  54  cents,  and  by  1680  to 
38.4  cents.  Theaverage  receipts  in  1885  were  32.1  L«nts  and  in  1890, 32.4  cents.  Since 
1895,  when  the  average  receipts  were  30.7  cents,  there  has  been  practically  no  change 
in  the  average  from  year  to  year.  The  statistics  ehowing  the  average  cost  of  sending 
axe^agee,  which  are  obtained  by  dividing  expenses  chargeable  to  messages,  not 
including  interest  on  investment,  by  the  total  number  of  messages,  show  a  rwluction 
in  the  average  cost  from  63.4  cents  in  1868  to  25  cents  in  1878.  The  average  for  1900 
is  almost  precisely  the  same — 35.1  cents.  The  average  for  the  latter  year  is  some- 
what gr«iter  than  tor  the  years  from  1885  to  1896,  during  several  of  which  the  aver- 
age cost  is  stated  at  between  22  and  23  cents  per  message.     (241.) 

Mr.  CiuNnLBR  says  that  the  tendency  is  to  cheaper  rates,  and  states  that  since 
1880  the  rate  between  the  Atlantic  and  Pacific  coasts  hae  been  reduced  from  $1.50  to 
$1,  and  that  the  rates  between  many  other  points  have,  since  1880,  been  nnlured 
from  75  cents  and  $1  to  50  cents  and  60  cents,  respectively;  that  many  50  and  60  cent 
rates  of  16  or  20  years  ago  have  been  reduced  to  40  and  50  cents,  and  man^  rates  of 
40,  35,  and  30  cents  have  been  reduced  to  30  and  25  cents,  while  the  limits  within 
which  the  lower  rates  apply  have  from  tizne  to  time  t>een  extended.  The  reduction 
ID  rates  has  been  brought  about  largely  by  thedisposition  to  secure  greater  uniformity 
and  to  extend  the  limits  within  which  specific  rates  prevail.     (194,  195,  202,  203.) 

6.  Proper  teUgraph  rolor.— Professor  Parsons  states  that  Postmaster-tieneral  Wana- 
maker  informed  him  that  his  investigation  led  him  to  believe  that  a  uniform  10-cent 
rate  in  this  country  mider  Government  ownership,  in  connection  with  the  postal 
system,  would  be  remunerative.  There  was  a  line  of  telegraph  between  Milwaukee 
and  Chicago  installed  some  years  ago,  on  whii'h  a  lO^nt  rate  was  made,  and  the 
comjiany  paid  back  from  30  to  40  per  cent  of  the  receipts  to  patrons  of  the  road  after 
paying  7  per  cent  interest  on  the  capital;  suhsequentlv  it  reduced  the  rate  to  5  cents 
and  still  paid  back  from  25  to  40  per  cent  of  the  total  receipts  to  the  patrons  of  the 
company,  and  at  the  same  time  had  doubled  its  stock,  matcing  it  half  water,  thus 
ibowing  some  of  the  immense  proflta  to  be  made  in  the  telegraph  service  from  low 
rates.     (180-190.) 

Mr.  Clark  thinks  that  the  effect  of  a  general  reduction  in  rates  throughout  the 
TToited  States  would  mean  a  lose  to  the  telegraph  company  because  the  physical 
capacity  of  the  wires  has  practically  been  reached.  The  companv  has  considered 
these  questions  and  has  not  thou^htit  wise  toadopt  any  reduction;  it  nas  been  tried  bv 
other  companies,  such  as  the  Baltimoreand  Ohio,  and  always  with  failure.  Whileit  is 
true  a  reduction  of  postage  rates  greatly  increased  the  numberof  tetters  sent  and  also 
increased  the  revenues  of  the  postal  service,  that  principle  would  not  apply  to  the  tele- 
graph because  theGovemment  uses  the  facilities  of  other  people  for  the  postal  service 
and  has  no  large  investment.  Forinstanceif  themailmatterincreasesconsiderably^l 
the  GovermnNit  has  to  do  is  to  put  another  car  on  the  railway,  while  in  the  case  of 
the  telegraph  a  new  line  has  to  be  constructed  with  an  increase  of  the  businecs. 
While  the  ratce  of  postage  in  the  United  States  are  higher  than  they  are  in  Great 
Britain,  yet  the  British  post-office  makes  a  profit  while  the  United  States  post-office 
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inUi  every  nook  and  comer  of  the  country,  a«  the  advocatea  ot  Government  owner- 
ehip  desire,  the  result  would  be  a  deficien<:v  very  much  greater  than  the  deficiency 
in  Great  Britain,  lie  admits,  however,  that  the  deereflAe  in  rates  would  perhape 
result  in  an  increaae  of  the  number  of  weseaiies  sent.     (227-228.) 

Mr.  Clark  refers  to  numerous  attempts  that  have  be«n  made  in  this  country  to 
reduce  telejtraphic  rates,  all  of  which,  he  says,  have  been  unsucr«»ahil.  The  present 
rates  are  jurtifled  by  the  business  of  the  commny.     (215. ) 

BaUimoTt  and  Ohio  Tif^fyrapft. —ProfeeHor  Parsons  criticises  the  statement  of  Mr. 
Clark,  that  the  Baltimore  and  Ohio  telegraph,  which  maintained  a  10  cent  rate  on 

19  long  routes  and  other  low  rates,  averaging  IBi  cents  a  message  on  the  whole 
B^'stem,  became  bankrupt  in  consequence  of  its  low  tariff.  The  manager  of  the  Bai- 
tunore  and  Ohio  telegraph  system  textified  at  a  hearing  before  a  Congressional  com- 
mittee that  the  system  made  a  profit  in  spite  of  its  low  rates,  and  that  the  Western 
Union  succeeded  in  buying  up  tne  Baltimore  and  Ohio  lines  merely  because  other 
departments  of  the  railroad  company  were  unprofitable,  and  the  sale  of  the  telegraph 
was  the  roost  available  source  of  realizing  funds.     (BBS.) 

7.  Rf!alion*b€tW€enteU^aph  companies  and  fffed  on  rata. — Mr.  Chahdlbk  states  that 
there  is  an  understanding  w*tween  the  Postal  Telegraph  Company  and  the  Western 
Union  Company  in  respect  to  certain  methods  of  competition,  giving  of  rebates,  etc., 
but  that  thereisnounderstandinginreference  to  any  <rivision  of  business,  and  neither 
company,  as  a  rule,  accepts  messages  which  must  be  transmitted  over  the  lines  of 
the  other  company.  Since  this  understanding  has  been  had,  there  has  not  been  any 
increase  in  rates  to  the  public,  except  that  certain  particularly  low  rates — 10, 15,  ana 

20  cent  rales — that  had  Deeneetablisned  by  the  various  smaller  competing  companies 
and  which  meant  a  toes  were  done  away  at  the  outset.  At  the  same  time,  he  says, 
a  much  larger  number  of  rates,  particularly  rates  between  distant  points,  was 
reduced.  !n«vious  to  this  understanding  the  most  insistent  customer  got  the  largest 
rebate,  and,  in  Mr.  Chandler's  judgment,  the  understanding  has  resulted  in  benefit 
to  the  public  in  that  now  ever^  man  engaged  in  the  business  knows  that  he  has  just 
the  same  rates  as  his  competitor  and  that  no  one  has  any  advantage  over  another. 
No  complaints  because  of  the  refusal  to  give  rebates  have  been  had  since  customera 
have  understood  that  there  is  no  exception  to  the  rule.     (195,  198.) 

Mr.  Chandler  states  further  that  the  business  of  his  company  is  not  competitive  at 
all  points  with  the  Western  Union  Com^jij',  that  the  Postal  Company  has  offices  at 
a  great  many  places  where  the  Western  Union  has  none,  and  the  Western  Union  has 
offices  at  a  great  many  more  places  where  the  Postal  Company  has  none.  At  the 
majority  of  the  Postal  Companv'a  stations,  however,  there  is  competition.  The 
number  of  meaaageH  transmitted  by  the  Postal  Company  in  1900  was  about  one-fifth 
ol  the  whole  number  in  the  country. 

In  Mr.  Chandler's  opinion,  the  understanding  in  reference  to  ratei>,  etc.,  between 
the  Postal  ('ompany  and  the  Western  Union  Company  has  not  destroyed  competition, 
though  it  has  restncted  it.  Unrestricted  competition  would  mean  destruction.  The 
existence  of  competing  lines,  however,  the  witness  holds  to  be  of  advantage  and  to 
result  in  the  doing  ot  busine*"B  on  better  terms. 

Business  could  l>e  done  much  better  under  one  management,  he  thinks,  but  the 
difficulty  has  been  hitherto,  that  "when  the  whole  telegraph  business  has  for  » time 
been  done  under  one  management  new  competition  has  sprung  up  of  a  wasteful  sort 
and  legislation  has  been  instituted  f^inst  telegraph  companies.  Public  clamor  hag 
been  raised  against  monopolies,  and  it  has  not  so  far  been  practicable  to  maintain  a 
single  service  for  any  i-onsiderahle  time."     (105,  201,  203.] 

Mr.  Cl.^rk  states  that  there  is  no  communitv  ownership  between  the  Western 
Union  and  the  Postal  companies.  The  Postal  follows  the  ratesof  the  Western  Union. 
They  have  no  interchange  of  messages.     (228-229.) 

8.  Coit  o/uiaiig  the  leleplione  in  coniieetion  irith  the  teUgrapk. — Mr.  Clare  states  that 
sometimes,  in  the  case  of  inde|>endent  telephone  companies  which  run  their  lines 
'   'o  a  remote  place,  there  is  an  increased  cost  "     ''  '"" 

'  distributii      "         ...... 

(227.) 

D.  Oovemment  ownerablp  In  Great  Britain.— i.  Genmd  vxrrlcvng.— 
Professor  Parsons  saysthatEnglanainadeamistake  when  it  bought  out  the  telegraph 
companies  by  buying  them  all  at  once  instead  of  one  at  a  time,  as  Pnu«ia  had  done 
with  the  railroad  senice.  It  also  paid  about  four  times  as  much  as  the  lines  were 
worth.  Notwithstanding  them^  disadvantages  the  rates  were  immediately  lovrered 
and  the  service  increaoed  and  bettered  in  every  way.  Telegraph  offices  have  been 
opened  in  the  posb.offii'es,  and  messages  can  be  deposited  in  post-office  boxes.  The 
hours  of  labor  nave  been  shortened  from  56  to  48  and  42,  and  wages  increased.  The 
public  operation  of  the  telegraph  has  brought  about  a  harmony  of  interest    Presi 
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rates  have  been  reduced  to  the  lowest  figure  in  the  world  to-day.  The  number  of 
paesaHgee  doubled  in  2  yeani  after  the  Government  took  poseet^ion  and  has  Htibae- 
qnently  very  largely  increased.  Social  intercouree  has  \>een  promoted.  The  per- 
centage of  eocial  meesagefl,  not  only  in  England,  but  in  Belgium  and  Switzerland  as 
well,  runs  up  Bometimee  ae  high  ae  63  per  cent  of  the  total,  whereas  the  Western 
Union  has  stated  that  46  per-  cent  of  the  telegraph  busineflH  of  the  United  States  was 
speculative.  Where  the  rates  are  low  and  the  facilities  ample  the  mavises  of  the 
people  use  the  telegraph  to  a  very  great  extent.  The  advantages  in  England  are 
low  rates,  good  service,  rapid  growth  of  the  system,  progressive  improvement  ot 
labor,  harmonious,  uninterrupted  operation,  large  popular  use  of  the  telegraph,  a 
management  whose  sole  aim  was  to  serve  the  people,  moderate  salaries  for  leading 
oflSciala,  no  big  f ortimefl  from  tel^aph  manipulation,  and  universal  satisfaction  with 
the  sitoation.  The  opposite  of  all  this  is  bue  in  the  United  States.  The  United 
States  need  not  make  the  mistakes  England  made  in  some  of  its  management  of  the 
telegraph  system.     (182-185.) 

2.  Deficit  in  Engliih  UUgraph. — Mr.  Clabk  says  that  the  financial  conditions  of  the 
telegraph  system  in  Europe  are  very  much  obscured  in  all  the  countries  with  the 
escepbon  of  Great  Sritain,  which  has  had  the  manhood  to  come  out  and  sav  that  the 
telegraph  there  isoperated  at  a  lose.  There  has  been  a  deficit  ofnearlv$40,600,000  in 
the  operation  of  the  telegraph  system  ot  Great  Britain  since  it  wsa  taken  over  by  the 
Government  in  1870;  the  witness  submits  an  itemized  statement  to  verify  the^e  figures. 
The  losses  on  the  telegraph  in  Great  Britain  are  provided  for  by  the  annual  jpant 
made  by  Parliament  to  the  department.  The  giant  covers  all  the  cost  of  extensions, 
as  well  as  of  operation,  and  no  capita!  charge  is  made  eepeciall}^  for  the  teli^^japh 
department,  the  whole  amount  including  the  interest  on  tne  original  stock  going  in 
as  a  part  of  the  expenses  of  the  poelH^ffice.     (211-213.) 

Mr.  Clark  says  further  that  the  deficit  in  the  operation  of  the  English  telegraph 
ainoe  1870  is  brought  about  lai^lj;  by  extending  the  system  without  conunercial 
consideiatjons  to  remote  and  insignificant  places,  and  that  if  the  same  policy  were 
pniBued  in  this  cpuntry,  which  istwenty-five  times  as  large,  and  not  nearly  so  thickly 
populated,  the  same  result  would  follow  in  an  intensified  dpgree.     (216-216.) 

Mr.  Clark  states  that  it  would  bea  verydifilcultthing  to  raise  the  rates  in  England 
BO  as  to  make  the  tel^raph  service  self-supporting,  for  the  reason  thst  the  policy  of 
the  British  Government  is  to  serve  the  intereat  of  the  comparatively  limited  number 
of  people  who  use  the  telegraph,  at  the  expense  of  all.     (220.) 

Professor  Parsons  states  that  while  there  is  a  deficit  in  the  operation  of  the 
English  telegraph  system,  a  deficit  has  not  occurred  in  any  of  the  other  European 
countries.  He  states  that  in  England  the  returns  for  the  telegraph  Bystem  are  so 
mixed  up  with  those  from  the  post-office  service  that  it  is  not  possible  to  tell 
whether  the  tel^raph  is  responsible  for  the  deficit.  The  post-office  and  telegraph 
systems  together  do  make  a  profit  in  Belgium,  France,  and  Uermany,  and  the 
British  poet-office  is  operated  at  a  profit  of  $16,000,000,  Moreover,  other  reasons 
for  the  deficit  in  the  English  tel^^raph  syi^m  are:  That  England  paid  four  times 
the  fair  value  oE  the  lines;  that  she  has  l>een  burdened  by  the  competition  of  the 
telephone;  and  especially  that  she  did  not  aim  at  a  profit  at  all,  but  at  the  develop- 
nient  of  the  country.  Teleeraph  experts  in  England  have  stated  that  if  the  expenses 
were  properly  divided  between  the  mail  system  proper  and  the  telegraph,  there 
would  be  no  deficit  of  the  telegraph;  that  the  postal  authorities  were  anxious  to 
make  a  strong  showing  for  the  mail  department,  and  that  a  2  per  cent  variation  in 
the  division  of  expenses  between  the  mail  department  and  the  telegraph,  or  a  nlight 
increase  in  the  press  rates,  which  are  9  cents  per  100  words,  would  make  up  the 
deficit.  Moreover,  the  railroads  in  England  are  permitted  to  use  the  telegraph  free, 
which  is  a  mistake.     (13S-I89.1 

Professor  Parsons  says  that  the  English  telegraph  system  is  not  run  as  a  means  of 
raising  revennes  for  the  public  treasury,  but  as  a  means  of  disseminating  informa- 
tion tfiroughout  the  whole  country  and  giving  increased  facilities  ot  com  muni  cation 
to  all  elates,  as  well  as  a  means  ot  increasing  the  trade  and  commerce  of  the 
Kingdom.     (126.) 

Professor  Parsons  criticises,  in  a  supplementary  affidavit,  Mr.  Clark's  statement 
that  the  deficit  in  the  operation  ot  the  EuBlish  telegraph  amounts  to  $37,000,000,  and 
says  the  estimates  of  deficiency  are  made  t)y  including  the  cost  ot  new  constniction, 
extensions,  etc.,  whereas  theae  should  belong  to  the  capital  account.  The  difference 
caused  by  the  wrong  use  of  construction  cost  might  turn  a  small  deficit  into  a  big  one, 
or  might  change  a  profit  into  a  deficit.  For  example,  Mr.  Clark's  statement  showsa 
deficit  of  £29,909  for  1880,  whereas  there  was  a  profit  of  £7,187  above  all  cost  of 
operation  and  maintenance  and  interest  on  the  debt.  In  1881,  1882,  1S83,  and  1884 
tbere  was  also  a  profit  ii  the  amounts  paid  out  fur  new  construction,  etc.,  are  put 
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into  capital  account  The  British  Government  believes  that  the  countty  gel8  more 
than  a  full  return  for  the  deficit  in  the  development  of  businesn,  ete.,  through  low 
tetegrapii  rates.  If  the  telegraph  had  remained  in  private  hands  the  service  would 
have  coat  the  people  nian^  millions  more  than  the  total  Government  cost,  deficit 
and  all.  Moreover  a  deficit  is  not  necessarily  a  bad  thing,  it  depends  on  what  there 
is  to  show  tor  it,  and  there  are  plenty  of  countries  that  do  not  have  any  deficit  in 
the  operation  of  the  telegraph.     (8S8. ) 

E.  General  diMiaMlon  of  OoveruMieiit  owneratatp.— 1.  Righi  imder 
CoiuCifu/ion.— Professor  Fabbons  statce  that  he  believes  that,  under  the  Conetitntion  of 
the  United  States,  it  is  the  duty  of  the  Federal  (Jovemment  (o  establish  a  postal  teio- 
f^ph  Bj'stem.  He  quotes  from  a  report  of  the  House  Comtiiittee  on  Post-Offices  and 
Post-Roads  of  the  Twenty-eighth  Congrew,  wherein  it  was  asserted  that  the  tele- 
graph came  under  the  same  category  as  the  post-offlce  aa  a  governmental  function. 
The  Government  is  bound  to  supply  the  people  with  means  of  communication.  The 
postal  service  was  placed  under  the  control  of  the  National  Government,  and  with 
the  increase  of  inventions  and  other  means  of  communication,  they  likewise  should 
be  adminiFtered  by  the  General  Government.     ( 182. ) 

Mr.  RoBKHTO,  a  member  of  the  International  Typographical  Union  Telegraph  Com- 
mittee, does  not  think  it  necessary  to  "''vue  the  question  of  the  right  of  tne  Govern- 
ment to  own  and  operate  the  telegraph.  The  operation  of  the  Post-Oflice  Department 
is  the  best  evidence  that  the  Government  has  the  right;  if  it  has  the  right  to  trans- 
mit letteiB  it  (^rtainly  has  the  right  to  handle  telegrams.  lu  1S66  the  Western  Union 
Telegraph  Company  practically  conceded  thia  right  to  the  Government,  merely  asking 
that  Congress  should  permit  it  to  operate  the  syst«m  for  the  terra  of  at  least  5  years,  in 
order  that  the  capital  inveett'd  in  the  plant  might  not  be  destroyed.     (266.) 

Mr.  Hifi^iicocK  says  that  it  is  the  duty  of  the  Government  under  the  Constitution 
to  utilise  the  best  available  means  for  the  transmission  of  correspondence,  and  it  is 
therefore  unconstitutional  for  the  tel^raph  to  be  operated  aa  a  private  monopoly. 
Of  75  countries  the  telegraph  is  owned  and  operated  by  the  Governments  in  all 
except  Bolivia,  Cuba,  Cyprus,  Hawaii,  Honduras,  and  the  United  States.  This  wit- 
ness favors  especially  the  introduction,  by  the  Government,  of  the  methods  of 
machine  telegraphy,  his  aecount  of  which  is  summarized  below.     (S90. ) 

2.  General  argument  for  O'ovemmenI  ovmerihip. — Mr.  Randall  says  that  his  general 
reason  for  advocating  governmental  ownership  of  the  telegraph  is  his  opposition  to 
a  monopoly  of  any  sort,  but  that  there  are  more  particular  reasons  why  the  telegraph 
should  De  under  the  control  of  the  Government.  Thus  tlie  pre?a  rates  are  extor- 
tionate. I^rge  dividends  are  paid  on  watered  stock,  two-thirds  of  the  entire  stock 
of  the  Western  Union  heing  water.  The  lel^rajih  is  a  very  important  agency  in  the 
communication  of  intelligence,  and  has  been  ho  concentrated  in  the  hands  of  a  few 

Krsons  aa  to  become  a  monopoly,  with  power  to  levy  such  exactions  as  it  may  cliooae. 
le  first  telegraph  in  America  (from  Washington  to  Baltimore),  was  built  with  an 
appropriation  from  CongresB  and  was  operated  by  the  Post-Oflice  Department  for 
3  j'cars,  and  the  control  by  the  Government  now  would  be  simply  a  return  to  original 
conditions.     (242.) 

Mr.  RoBsirra  says  that  while  practically  all  the  business  organizationsand  the  great 
thinkers  and  statesmen  of  the  country  favora  goveminenlal  ownership  and  opera- 
tion of  the  teli^raph,  nobodv  with  the  exception  of  the  Wetitem  Union  Company 
seems  to  oppose  il.  It  is,  in  fact,  a  contest  of  the  people  against  the  Western  Union. 
The  witnef«  quotes  Postmaster-General  Wanamaker  to  the  same  effect.  He  refers  to 
the  ireed  of  the  Western  Union  Tel^rmuh  Company  in  requiring  the  public  to  pay 
the  late  stamp  tax  on  mewages,  when  the  evident  intent  of  CongreBs  was  that  tiie 
company  itself  should  pay  it     (272, 273, 274. ) 

Professor  Parsons  states  that  when  the  English  Government  began  to  consider  the 
absorption  of  the  telegraph  the  companies  used  every  effort  to  prevent  the  reform, 
and  made  all  sorts  oi  objections,  every  one  of  which  has  been  answered  by  the 
results  of  the  publii;  svslem.  There  is  really  no  force  in  the  current  objections  to 
Government  ownership  aside  from  the  patronage  uuestion,  and  that  difficulty  can  be 
solved.     (17ft-180.} 

Mr.  Roberts  states  that  there  would  be  great  similarity  between  an  extension  of 
the  telegraph  service  under  governmental  ownership  and  present  rural  free  delivery 
in  the  Post-Office  Department.  Only  a  few  years  ago,  when  the  establishment  6t 
rural  free  delivery  «  as  suggested,  it  was  denounced  by  some  as  impracticable,  and 
substantially  the  same  arguments  were  made  against  it  as  are  made  by  the  Western 
Union  Tel^^raph  Company  against  the  ejitension  of  the  telegraph  service  to  remote 

E laces  where  the  service  would  not  he  self-sustaining.  But  the  rural  free  delivery 
as  been  greatly  increaaed;  it  is  found  very  beneficial  to  rural  communities,  and  it 
would  h«dly  be  suggested  that  it  should  be  abolished.     (272. ) 
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Mr.  Hitchcock  says  that  a  aelect  committee  of  Congreae  in  1870  estimated  that  the 
annual  Having  by  Uovemment  owneTBhip  of  the  telegraph  would  be  at  least  $1,500,000. 
Irjutuuch  aa  the  receipta  of  the  tel^fraph  corapany  are  now  four  timee  what  they 


X" 


■  in  1870  the  aaving  under  (Jovemraent  opeimtion  would  be  very  much  gKater 
now,  even  if  thei«  were  no  improvementfl  made  in  operation.  By  cutting  ofi  divi- 
dends upon  watered  Hlocks  alone  the  saving  by  Government  management  would  prob- 
ably be  not  leea  than  (4,000,000  per  annum.     (802. ) 

Mr.  Crandler,  of  the  Postal  Telegraph  Company,  knows  of  no  reuon  why  the 
Government  might  not  conduct  the  telegraph  busineea  an  well  as  it  can  be  done  by 
corporations.  Whether  this  would  be  the  caae,  however,  he  thinks  is  another  ques- 
tion. He  says,  however,  that  judging  from  the  excellence  of  the  mail  service,  and 
from  the  fact  that  the  Government  uould  conduct  the  business  more  cheaply  in  eome 
reepectfl  than  corporations  can,  and  because  of  the  absence  of  the  incentive  t«  earn 
dividends  it  might  be  that  the  Government  could  carry  on  the  tel^japh  bnsine^  to 
the  BBtiafaction  of  the  public.  It  would  be  practicable,  he  thinks,  to  introduce  the 
telegraph  into  many  country  poetr«ffices  and  have  both  the  mail  service  and  the  tele- 
grtiph  service  operated  by  the  Hune  force,  with  a  considerable  saving  in  expenaee. 
Mr.  Chandler  has  not  sumcient  knowledge  to  make  a  definite  statement  as  to  results 
of  governmental  ownerehip  in  Europe,  but  believes  that  the  management  of  the  tele- 
f^ph  by  the  Government  of  Great  Britain  is  generally  acceptable  to  the  public  bat 
not  prolitabie  to  the  Government.     (200. ) 

Mr.  Chandler  thinks  that  the  regulation  by  Coiwrese  of  the  tel^;iaph  busineBS 
under  competitive  conditions  woulcf  be  an  exceedi^y  difficult  matter.     (202, ) 

3.  Argument  agaiml  Goiemment  oiunerthip. — Mr.  Clabk  states  that  there  would  be 
no  advantage  in  the  governmental  ownership  of  the  teif^raph  even  by  combining 
postal  and  telegraph  business  in  the  small  oSices,  because  the  employees  of  the 
Government  woula  necessarily  ha'.-e  to  be  operators  as  well,  and  it  would  be  difficult 
;  telegraph  operators  to  ran  the  other  businesB  of  the  Government  The 
t  in  favor  of  governmental  ownership  is  chiefly  baaed  on  the  experience  of 
w  foreign  countries  where  conditions  are  much  different  from  those 'in  the  United 
ouies.     (229.) 

Mr.  Clark  supposes  that  the  Government,  by  employing  the  same  cUs  of  ability 
that  the  companies  have,  and  by  maintaining  a  permanent  civil  service,  could  ope- 
rate the  telegraph  substantially  as  well  as  a  private  company  could.  But  there  is 
very  much  popular  antagonism  to  the  civil  service  examination  arrangement.  If 
the  telegraph  were  put  into  the  hands  of  the  Government  there  would  be  clamoring 
from  all  over  the  country  for  telegraph  sen'ice,  whether  there  was  any  need  (or  it  or 
not,  and  it  would  be  made  the  basis  of  log-rolling  schemes  by  members  of  Congress 
joFt  as  is  the  case  now  in  the  river  and  harbor  appropriations. 

He  floes  not  think  the  tact  that  there  is  no  great  deficit  in  the  Post-Office  Depart- 
ment is  on  argument  in  favor  of  the  Government  operating  the  tel^;raph,  because 
the  conditions  are  so  different  from  those  of  the  telegraph.  The  pOBt-offlce  employs 
a  vehicle  provided  by  the  capital  of  corporations  or  others  for  the  distribution  of  the 
inajls,  while  in  the  telegraph  a  great  deal  of  capital  must  be  invested  in  lines. 

The  Western  Union  endeavors  to  keep  pace  with  the  demands  of  the  business  of 
the  country.  After  the  discovery  of  oil  at  Beaumont,  Tex.,  there  was  an  immediate 
ruxh  of  people,  but  the  telesrapn  company  already  had  quadruplex  instruments  on 
the  ground  and  was  able  to  naudle  the  business.  The  policy  of  extending  the  tele- 
graph to  unprofitable  places  in  Great  Britain  has  caused  the  deficiency.  While  it 
would  lie  a  public  convenience  to  those  places,  the  question  is  as  to  who  should  bear 
the  expense.  The  witneffl  does  not  believe  the  whole  j>eople  should.  He  believes 
the  Government  could  not  make  a  juster  or  fairer  division  ol  rates  than  now  exists, 
that  it  would  not  do  the  business  on  business  principles,  but  would  be  influenced  by 
local  and  political  considerations.     (229-232. ) 

Mr.  HoBBBTS  criticises  the  argument  that  zovemmental  operation  oE  the  telegraph 
would  be  unwiee  because  of  the  increase  in  wje  number  of  eovemmental  employees. 
There  is  nothing  to  fear  on  this  ground.  The  130,000  people  employed  in  the  poet- 
ofiice  service  thronghout  the  country  do  not  endanger  the  public  welfare,  and  the 
number  of  employees  in  the  telegraph  service  could  be  added  to  the  Government 
rolls  without  any  danger  whatever.     (270,] 

Profeaur  Parsons,  in  his  affidavit,  criticises  the  statement  of  Mr.  Clark  that  the 
evidence  given  in  favor  of  public  ownership  of  the  telegraph  was  chiefly  based  on 
the  conditions  in  Great  Bntain,  Switzerlann,  and  Belgium.  Mr.  Parsons  says  that 
the  evidence  was  chiefly  based  on  the  broad  principle  that  the  fundamental  test  of 
snv  telephone  is  ite  effect  on  character,  justice,  government,  civiliialion,  the  human 
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The  philosophy  of  public  ownership  and  cooperative  indoetry  rests  primarily  on 
considerations  entirely  above  the  material  plane  and  wholly  out  of  the  range  of  sU- 
tistJce  of  dallara  and  wires  and  offices,  et«.      (SS6. ) 


Mr.  HrrcBcocK  answered  the  general  objections  to  governmental  ownership  ol 

tel^japh  by  saying  that  politiral  influenrea  ahould  not  ivintrol  the  selection  or  ..._ 

charge  of  employees.     The  operation  oC  the  telegraph  is  a,  technical  service,  and 


civil-service  rules  should  be  rigidly  applied,  promotions  being  based  upon  efficiency 
and  skill.     Life  positions  and  a  pension  pyst«m  should  be  the  reward  of  faithful 

4.  Advocatet  of  Government  nwnerthip  of  the  leUgraph. — Mr,  Robbkts  statee  that  the 
governmental  ownership  of  the  telegraph  has  been  advocated  by  some  of  the  ablest 
tliinkers  and  statesmen  of  thecountry  for  many  years  (many  of  whom  be  names);  by 
legislatures,  city  councils,  boards  of  trade,  chambers  of  commerce,  and  labor  organ- 
izations, representing  many  millions  of  citisens;  by  many  of  the  most  importantand 
influential  newspapers  of  thecountry  (sorneof  which  the  witness  names).  Since  1866 
committees  of  the  Senate  and  House  have  favorably  reported  bills  looking  toward 
Government  ownership  on  sixteen  different  occasions.  Only  twice  in  that  lime  has 
any  advene  report  been  made.  One  of  these  was  a  short  report  which  did  not  con- 
sider the  question  at  all.  A  great  many  of  the  Postmasters-General  have  advocated 
the  governmental  ownership  and  operaUon  of  the  telegraph  in  connection  with  the 
postal  system,  beginning  with  a  Postmaster-General  unaer  the  Administration  of 
President  Polk  iii  1846.  The  same  thing  was  advocated  hy  Henry  Clay  in  1844. 
The  witness  ^vee  quotations  from  many  of  these  persons,  all  of  whom  favored  the 
govemmentaT  ownership  and  operation  of  the  telegraph,  either  on  constitutional 
grounds  or  on  grounds  of  public  policy.     (266-268.) 

Mr.  Hitchcock  says  that  more  than  75  bills  have  been  before  Congress  advocating 
the  postal  telegraph,  and  IB  investigating  committees  have  reported  in  its  favor.  The 
Farmers'  Alliance,  the  National  Grange,  the  Knights  of  Labor,  the  Railway  Union, 
the  American  Federation  of  Labor,  the  International  Typographical  Union,  the 
People's  Party,  the  Prohibitionists,  and  many  boards  of  trade  and  commercial  bodies 
have  advocated  the  system,  and  more  than  2,000,000  votes  have  been  cast  for  it. 
Mr.  Wanamaker,  in  ISflO,  declared  that  the  only  visible  opponent  was  the  Weatem 
Union  Telegraph  Company.     (890.) 

Mr.  A.  L.  RANnALL,  chairman  International  Typographical  Union  committee  on 
Government  control  and  ownership  of  the  telegraph,  states  that  in  1893  the  Inter- 
national Typographical  Union  of  North  America,  at  its  forty-first  anuual  session,  held 


organize  the  countrv,  and  in  a  short  time  petition 

tureeof  300,000  people  came  up  to  Congress  ant      .  _    

OfBce  and  Post- Roads  Committee,  which  in  1884  accorded  a  bearing,  at  which  the 
American  Federation  of  I.abor  and  other  interePta  were  represeutwl.  With  only  a 
tew  exceptions  memberH  of  that  committee  and  other  members  of  Congress  admitted 
that  it  was  not  only  the  right,  but  the  dut^-,  of  the  Government  to  furnish  the  speed- 
iest and  most  efficient  postal  service  possible,  and  that  the  telegraph  is  a  necessary 
adjunct  to  the  postal  service.  In  1896  the  Senate  Post-Offlce  Committee  granted 
another  bearing,  at  which  Mr.  P.  B.  Delany,  a  famous  electrical  expert  ana  inven- 
tor, among  others,  made  arguments  in  favor  of  the  measure.  Mr.  Delany  had  per- 
sonally investigated  the  working  of  the  telcj^raph  systeiiis  of  nearly  all  the  countries 
of  Kurope,  and  was  particularly  well  qualilied  to  speak  on  the  subject.  A  great 
many  mass  meetings  nave  been  held  throughout  the  country  agitating  the  question, 
and  the  busiaeas  community  is  regarding  governmental  ownership  with  great  favor. 

Mr.  Randall  says  further  that  almost  every  Postmaster-General  since  1846  has  been 
in  favor  of  the  Government  owning  the  telegraph;  the  witness  cites  especi^y  the 
reports  of  Postmaster-General  Wanamaker,  of  1892;  Postmaster-General  Maynard,  of 
1880,  and  Postmaster-General  Gresham,  of  1883.  Mr.  Wanamaker's  report,  among 
other  things,  containeii  the  following: 

"I  am  fully  convinced  that  the  Government  will  never  properly  do  the  postal 
work  committed  to  it  until  it  uses  electricity  in  some  form,  and  therefore  I  advocate 
the  utilization  of  both  the  telegraph  and  telephone  at  its  earliest  practicable  day." 

Postmaster-General  Gresham  said: 

"Thesameprinciple  which  will  justify  and  demand  the  transference  of  the  mail  on 
many  chief  routes  from  the  horse-drawn  i-oach  on  common  highways  to  steam- 
impelled  vehicles  on  land  and  water  Li  equallv  potent  to  warrant  the  calling  of  the 
electro-magnetic  telegraph  in  aid  of  the  post-otiice  in  disirharge  of  its  great  functions 
of  rapidly  transmitting  correspondence  and  intelligence," 

This  measure,  says  the  witness,  has  been  indorsed  by  every  coiiiinercial  body  in 
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the  Uoited  States;  the  National  Board  of  Trade  at  almost  all  of  ita  seesions  for  the 
last  12  yeara  has  resolved  iu  favor  of  it.  He  cites  a  report  made  by  the  Hon.  Henry 
W.  Blair,  of  New  Hampehire,  in  18&i,  in  which  he  elaborately  diiMjiiBned  the  ques- 
tion, and  favored  in  unequivocal  ternie  the  taking  over  of  the  telegraph  and  tele- 
phone service  in  aid  of  the  postal  service.     (241-245,) 

5.  Attitude  of  labor  orgnnuatione. — Mr.  Roberts  states  that  the  International  Typo- 
graphical Union  numbers  35,000  Ihembera,  and  is  one  of  the  moet  conttervative  and 
influential  labor  organizations  in  existeiice.  In  1893  that  organization,  at  its  annual 
meeting,  put  itseit  on  record  in  favor  of  the  governmental  ownership  and  operation 
of  the  telegraph  system,  and  since  that  time  it  has  effected  a  great  deal  by  nay  of 
creating  a  sentiment  throughout  the  country  in  favor  of  this  proposittDii.  There  is 
a  permanent  committee  of  the  union  for  tliis  puriiosc.  The  American  Federation  of 
Labor,  at  the  head  of  which  is  Samuel  Gompers,  is  also  in  favor  of  govemmental 
ownership  and  operation  of  the  telegraph,  and  is  doing  all  it  can  in  tnat  direction. 
A.  great  many  petitions  have  come  up  to  Congress  from  al!  over  the  countrj-  advo- 
catmg  governmental  ownership.     (268,  273,  274.) 

8.  Method  of  inlTodudrig  Government  oivri^rihip. — Mr.  Chandler  thinke  that  in  case 
the  Government  should  ever  take  over  the  properties  of  the  telegraph  companies  it 
Bhould,  in  justice,  appraise,  at  a  fair  value,  the  property  of  the  telj^raph  companies 
which  exists  in  the  form  of  contracts,  franchises,  and  privileges,  etc.,  as  well  as  the 
taogible  property  of  the  companies.  Property  of  that  kind,  he  says,  enters  very 
lar^ly  into  the  telegraph,  hascost  money,  and  is  indispensable  ID  the  conduct  of  the 
business.  In  case  of  the  acquirement  of  telegraph  properties  by  the  Government,  he 
thinks  that  great  care  would  have  to  be  exereisea  and  time  taken  for  the  dtange. 
{200,  201.) 

Mr.  Hitchcock  believes  that  the  purchase  of  the  properties  of  the  existing  tele- 
graph companies  by  the  Government  would  he  inexpedient,  because  the  Government 
would  be  called  on  to  pay  many  times  the  actual  value  of  the  plant.  The  simplest 
course  for  the  Government  to  pursue  would  be  to  enter  into  an  agreement  with  the 
owners  of  some  improved  system,  such  as  the  Venany  system,  for  the  latter  to  con- 
struct the  first  line  and  operate  it  fur  6  months  or  a  year  for  their  own  prollt  at  10 
and  15  cent  rates  for  50  and  100  vonl  messages.  H  at  the  end  of  that  time  the  plant 
is  working  satisfaclorily  the  Government  should  then  be  obligated  to  take  over  the 
line,  paying  an  advance  of  10  per  cent  on  the  cost  of  construction.  He  does  not 
believe  that  the  competition  thus  engendered  would  result  in  ruin  to  the  Western 
Union  Company,  because  there  would  be  time  for  a  natural  readjustment  to  meet  the 
changed  conditions.  The  comjiany  might  lose  all  the  general  telt^raph  business  and 
the  press  business,  but  there  is  enough  of  other  business  remaining  to  enable  it  to 
continue  at  a  profit.     (865. ) 

,  and  OoTemment.— 1, 
.    .  ^  t  the  press  rates  are  made  on 

a  basis  entirely  their  own,  because  of  the  larger  volume  of  business,  most  of  it  being 
done  during  tne  night.  The  business  of  the  press  associations  is  largely  done  over 
leased  wires,  the  associations  paying  a  certain  rental  therefor,  the  company  itself  not 
having  any  further  connection  with  that  business.  The  press  rat^s  on  matters  han- 
dled by  the  company  are  made  on  a  basis  of  circuits,  by  which  a  large  number  of 
papers  can  be  served  at  the  same  time,  thereby  promoting  econocny  as  much  as  pos- 
sible, with  due  r^rd  to  the  return  l«  the  telegraph  company.  The  special  rates  to 
nenapapera  for  a  single  transmission  to  one  paper  are  based  on  what  are  called  "  the 
additional -word  rate  of  the  day  message;  i.  e.,  one-third  of  the  additional  rate  for 
the  d^^me  and  one-sixth  at  night,  so  that  where  the  regular  rate  is  26  cents  and  2 
cents  for  additional  words  the  press  rate  for  the  daytime  would  be  two-thirds  of  a 
cent  and  at  night  one-third  of  a  cent 

Mr.  Clark  further  states  that  commercial  reports  are  distributed  to  exchangee  and 
the  various  subscribers  throughout  the  country  at  a  rate  mode  on  a  basis  somewhat 
Mmilar  to  the  press  rates  for  individual  subscribers.  Those  rates  are  lower  than  a 
general  rate,  but  how  much  the  witness  can  not  say.      (209, 210. ) 

Hr.  Chandlbb  states  that  there  is  a  special  press  rate  for  news  me^ages  different 
from  the  commercial  rate;  that  there  are  several  classesof  newspaper  serviceand  the 
rates  are  uniform  for  each  class.  The  rate  differs  according  to  the  circumstances  of 
the  case,  the  distance,  and  the  number  of  newspapers  served,  inmanycasesagreat 
many  papers  are  served  by  one  sending,  and  distribution  is  made  to  20or  30ditferent 
places.  The  lowest  rate  applies  to  dispatches  filed  by  press  associations,  to  bedellv- 
ered  at  6  or  more  places  on  one  sending.  On  such  the  rate  to  each  paper  is  in  some 
cases  as  low  as  one-fifth  of  a  cent  a  word.  Rates  on  newspaper  s|>ecial8  vary  from 
one-tonrth  of  a  cent  per  word,  on  matter  transmitted  at  night,  between  comparatively 
near  points,  and  one-half  of  a  cent  per  word  for  the  same  meeeage  transmitted  during 
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the  day,  to  If  cents  per  word  for  night  and  3}  cents  per  word  for  day  service  between 
distant  points.     (197.) 

2.  Gotienanent  raie*. — Mr.  Clake  refers  also  to  the  Government  rates,  and  intro- 
dacea  a  copy  of  a  contnkct  between  the  company  and  the  Uovemment,  Under  the 
law  of  1866  the  PoBtmasler-General  was  autnonxed  to  establish  a  rate  from  year  to 
year  for  Government  bm^inefS.  Those  rates  are  shown  to  be  considerably  lower 
than  the  ordinary  commercial  rates.  They  are  made  not  upon  any  particular  com- 
mercial basis  nor  with  the  hope  or  expectation  that  thev  would  yield  the  company 
anything  like  an  adequate  financial  return,  and  in  fact  tne  company  loses  money  on 
ita  Government  contracts.     (211.) 

Mr.  Clark  states,  further,  that  Government  businen  has  priority  over  the  lines  of 
the  Western  Union,  that  being  a  part  of  the  agreement  witn  the  Government.  The 
Western  Union  does  other  business  for  the  (iovernment  than  that  specified  in  the 
contract.  It  has  been  tTansmitting  free  over  the  cable  of  the  International  Ocean 
Tele^ph  Cotnpany  all  the  busineae  with  Cuba  ever  since  the  beginning  of  the 
Spanish  war.  The  western  Union  Company  having  had  that  contract  with  the  Span- 
isn  Government,  is  carrying  it  out  with  the  United  Statee  very  much  to  ita  detriment 
financially,  inasmuch  as  in  1  year  it  has  done  more  busiuc^  for  the  United  Slates 
Government  than  it  did  for  Spain  in  the  30  years  preceding.  The  Western  Union 
is  pursuing  this  policy  not  for  the  purpose  of  keeping  the  Postal  Tel^raph  Com- 
pany out  of  Cuba,  as  hsH  t>een  charged,  but  merely  to  protect  its  own  property  rights. 
(228-229.) 


papere,  or  it  may  cut  on  the  service  from  any  paper  now  in  existence.     

this  is  to  decrease  the  business  of  printing,  wnich  is  very  detrimental  to  the  typo- 
graphical union  which  the  witness  represents.  Governmental  ownershipand  opera^ 
□on  would  break  up  this  monopoly  and  give  the  printing  craft  much  more  labor. 
No  newspaper  can  secure  sen-ice  tonjai  that  is  not  a  memMr  of  the  Associated  Press 
combine.  For  instance,  in  a  citj  containing  75,000  inhabitants  an  attempt  was 
recently  made  to  start  a  new  daily  paper,  but  it  was  found  that  this  could  hot  be 
done  without  paying  f35,000  for  an  Associated  Press  franchise,  and  the  paper  was 
not  efltablished.  The  witness  instancesalso  the  case  of  the  Washington  Times,  which 
is  not  able  to  get  an  Associated  Press  franchi>?e  because  the  Washington  Post  and  the 
Washington  Star  will  not  consent  to  it.     (260,  268,  269,  273.) 

Mr.  Ranhall  states  that  the  printfrs  of  the  country  are  in  favor  of  the  govern- 
mental owneiship  of  the  telegraph,  because  they  t>elieve  it  would  break  the  monopoly 
of  the  news,  and  would  enable  a  great  many  newijpaperstostart  up  that  could  not  do 
so  now  on  aucount  of  the  relations  between  the  Western  Union  Tel^^ph  Company 
and  the  press  associations,  thus  increasing  the  work  of  printers.  The  witness  gives 
instances  of  newspapers  which  attempted  to  start  up,  but  were  prevented  from  doing 
so  because  tbey  could  not  get  a  news  service  from  the  telegraph  company  or  tele- 
graphic rates  such  as  it  furnishe<l  the  Associated  Press,  He  also  quotes  from  Ibe 
report  of  Hon.  Henry  W.  Blair  to  the  ette<'t  that  in  New  Hampshire  an  attempt  had 
been  made  to  start  a  newspaper,  but  that  it  failed  because  the  paper  could  not  get  an 
equitable  rate  from  the  tel^raph  company.     ^245,  246,  250.  252,  255,  256.) 

Mr.  Randall  refers  to  the  great  telegraph  strjke  of  1883,  and  says  that  the  newspa- 
pers then  asserted  their  independence,  and  insisted  on  governmental  ownership  and 
operation  of  the  tel^raph.  He  has  a  large  book  containing  extracts  from  newspa- 
pers of  that  period  in  favor  of  governmental  ownership.  As  soon  as  the  strike  was 
over  the  newspapers  were  forced  by  the  Wef  tern  Union  Telegraph  Company  to  refrain 
fiota  further  ^tation  of  governuiental  ownership  on  penalty  of  being  cut  off  from 
any  news  service  whatever.     (251.) 

Mr.  Clakk  states  that  there  is  no  such  thing  as  a  news  monopoly  so  far  as  the 
tel^raph  company  is  concerned,  and  that  if  any  such  monopoly  nas  existed  it  is 
the  fault  of  the  press  associations.  Every  newspaper  is  free  to  get  anv  quantity  of 
service  it  wishes  on  the  same  basis  as  any  other  paper.  A  circuitproviaes  that  there 
shiUl  be  a  terminal  place,  and  not  less  tnan  4  drape  to  begin  with.  The  rate  is  for 
the  first  300  miles,  A  rate  of  one-sixteenth  of  a  cent  for  each  100  miles  is  added, 
and  a  rate  of  one-eighth  of  a  cent  for  each  connection  made.  These  rates  are  open 
to  all  associations  alike,  and  there  is  no  discrimination  on  the  part  of  the  telegraph 
company.  There  is  no  arrangement  whatever  by  which  newspaper  associations  or 
aewspapers  have  any  special  privilege  in  the  use  of  the  wires  in  cases  of  emergency 
nhen  there  are  but  lew  wires  in  operation.      (219. ) 

Mr.  Randall  criticises  severely  the  testimony  of  Mr.  Clark  that  there  is  no 
D«ws  monopoly  io  this  country,  and  introduces  a  copy  of  a  contract  between  the 
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Weeteni  Union  Telecraph  Company  and  the  Ai«ociat«rl  Premto  refute  this  sUtement. 
The  contract  is  as  IoIIowh: 

"And  said  Associated  Prese  agrees  that  durinz  the  continuance  of  tliis  Etgreement 
they  and  their  agents,  and  all  parties  furnished  D^  them  with  news  for  pablication, 
•ndlhe  afients  of  such  parties,  shall  employ  the  eaid  telegraph  company  exclnsively 
U)  tranamit  to  and  from  all  places  reached  hy  its  lines  all  tclesraphic  mrmn[pin  relating 
to  the  news  or  newspaper  business;  And  that  they  will  not  in  any  way  encourage  or 
(npport  any  opposition  or  competing  telegraph  company." 

He  also  introduces  b  private  circular  to  the  members  of  the  Wertem  Associated 
Press,  ngned  by  M.  Halstead,  of  the  exocutive  committee  of  that  association,  m 

"Your  attention  is  invited  to  the  clause  in  our  contract  with  the  the  telegraph 
company  which  forbids  an  to  encourage  or  Hupport  any  oppoflition  or  competii^  tele- 
graph company.  That  clause  was  to  the  telegraph  company  a  valuable  roostderatioQ 
Tor  the  favorable  terms  upon  which  they  contracted  with  us," 

The  witness  farther  (juotta  from  Senate  Document  65,  i>f  the  first  session  of  the 
Fifty-sixth  Congress,  in  which  the  direct  charge  is  maxle  that  the  Western  Union 
would  not  permit  any  press  criticifm  of  its  metho<l8  or  of  the  methods  of  the  Associ- 
ated Pre«f  in  reference  to  news,  and  threatened  to,  and  often  dirt,  cut  off  newspapers 
from  the  service  if  they  had  the  hardihood  to  mahe  any  such  cnticisnis.  He  states 
that  the  Western  Union  serves  a  paper  in  the  AHKiciatetl  Press  Association  for  a  mere 
fraction  of  the  price  that  must  be  paid  for  the  same  service  by  a  paper  not  in  the 
aHHicialion.  The  understanding  between  the  telegraph  company  and  the  press  asso- 
dation  secures  the  latter  low  ntb^  ancl  the  power  of  excluding  new  papers  from  the 
field,  and  also  enables  the  Associated  Press  to  color  ita  dispatehew  to  suit  its  purposes. 
On  this  point  the  Washburn  committee  report  states  that  "the  associations  them- 
selves, and  consequently  the  newspapers,  are  comnletely  in  the  power  of  the  tele- 
graph companies,  which  can  at  any  moment  raise  the  rates  for  news  telegrams  to  a 
par  with  tnose  charged  for  private  me»ag(»,  and  thus  prevent  their  transmission 
almost  altogether." 

He  also  quotes  from  a  statement  made  to  the  Blair  committee  hy  Mr.  D.  H.  Craig, 
the  originator  of  the  Associated  Press,  in  which  he  Htate<l:  "The  Western  Union  and 
the  press  association  work  together  to  ruin  a  paper  that  buys  news  from  any  com- 

Kting  telegraph  line."  He  also  quotes  from  statements  made  hy  Mr.  Gardiner  Hub- 
rd  and  Mr.  F.  B.  Thurber,  who  represented  the  National  Board  of  Trade  before 
committees  of  (.'ongress,  to  the  same  effect,  that  there  was  a  combination  between 
tbe  Associated  Press  and  the  Western  Union  Telegraph  Company  to  have  a  monoply 
of  the  news. 

The  witness  declares  that  if  a  man  with  a  large  amount  of  money  wants  to  start 
a  newspaper  in  any  iait[e  city— say,  for  instance,  Washington — it  would  be  impos- 
sible to  obtain  an  Associated  Pre)«  franchise  without  the  consent  of  the  newspapers 
of  that  city  who  already  have  that  franchise.  The  Washington  Times  is  unable  to 
get  an  Associated  Pre«>s  franchise  Itecsuse  of  opposition  of  the  Piutt  and  Btar.  He 
relates  an  instance  of  a  newspaper  correspondent  who  gave  part  of  his  business  to 
the  Poatal  Telegraph  Company,  because  it  was  more  convenient  for  him  to  do  so;  but 
tbe  Western  Union,  flndinp  it  out,  complained  to  the  home  office,  and  the  corre- 
spondent got  notice  from  hie  paper  to  discontinue  using  the  Postal  Telegraph  service. 
Mr.  Randall  holds  that  governmental  ownership  of  the  telegraph  would  do  away 
with  all  the  evils  mentioned,  and  hy  reducing  the  rates  would  enable  any  newspaper 
to  secure  a  rate  on  the  same  tertna  as  are  given  the  Associated  Press.  He  contends 
that  the  gathering  of  news  at  a  central  point  and  there  eeliting  it  and  sending  it  out 
over  the  country  generally  would  be  a  very  useful  thing  to  newspapers  if  the  rates 
were  uniform  ana  low,  as  they  would  be  under  governmental  ownenhin,  and  if  the 
editor  in  chief  were  impartial.  He  suggests  that  any  paper  that  might  choose  to  pay 
therefor  might  have  the  privilege  of  having  a  "supplemental  editor"  in  connection 
with  the  editor  in  chief  to  look  after  the  news  that  was  especially  applicable  to  the 
section  repreeented  by  his  newspaper.  He  believes  that  thewe  features  would  greatly 
hdlitate  the  dissemination  of  news  and  the  growth  of  intelligence,  and  wouldbreak 
np  the  Inist  or  monopoly  in  the  news  service.     (245-2-W,  2.^2,  25.5-2.59. ) 

Mr  HrwTHCOCK  quotes  from  Mr.  S.  H.  Bell,  representing  the  Typographical  Union 
be/ore  the  Senate  Committee  on  Post-Offices  and  Post-Riads,  to  the  effwt  that  the 
news  of  th!§  country  is  controlled  by  two  great  press  associations,  and  no  new  paper 
MO  Becare  a  teie^frap'''*'  nervine  except  on  such  terms  as  may  be  prescrilied  by  the 
Mper  or  papera  which  already  occupy  the  field.  In  England  all  paters  are  on  an 
eqoal  foot^iw-  tinder  governmental  operation  a  similar  condition  would  soon  pre- 
Tiii  here.     (891- )  ^^  , 
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G.  Alleged  dlicrlmlnatlon  In  use  of  wires.— Mr.  RANnALi.  Btates  that 
a  teleeraph  operator  told  him  that  the  Weatem  Union  Compimy  favore  the  epecula- 
tive  class  o(  business  in  forwarding  messages  and  refuxes  to  do  iustit-e  to  the  social 
and  commercial  husi;ie«c;  that  brokers'  messages  have  special  rignte  over  everi'thing 
else;  that  manv  brokerage  companies  hire  wires  for  use  during  a  few  hours  m  the 
middle  of  the  aay,  with  the  result  that  from  9  a.  lu.  to  3  p.  m.  the  other  buaneaa  of 
the  country  is  allowed  to  accumulate,  Ijecauee  the  Western  Union  Company  is  not 
able  to  take  care  of  it  with  the  few  wires  left.  The  witness  gives  instances  of  tele- 
grams having  been  sent  from  one  city  to  another  and  not  ddivered  until  after  the 
sender  had  traveled  to  the  second  city.     (244,  257.  J 

Professor  Parsons  states  that  the  tel^raph  service  of  the  country  is  not  equal  to 
that  in  the  countries  where  the  telegraph  is  owned  and  operated  bv  the  Government, 
One  fault  of  the  system  is  that  it  discriminates  in  transmission  in  mvor  of  speculative 
telegrams  as  against  social  messages  or  even  Government  business.     The  witnese 

S'vea  instances  of  great  delays  in  the  sending  and  delivery  of  messages.  Postmaster- 
eneral  Wananuiker  accused  the  Western  Union  of  having  suppressed  16  inveations 
for  the  improvement  of  the  system,  instead  of  giving  the  country  the  benefit  of  them. 
The  tendency  of  the  company  is  to  adopt  only  those  inventions  which  increase  tiie 
profits,  and  to  try  to  repress  an  invention,  no  matter  how  meritorious,  if  it  does  not 
conduce  to  that  end.     (190-101. ) 

Mr.  Cbakdler  statee  that  there  is  no  rule  of  precedence  in  respect  to  telegraphic 
dispatches.  Government  businesB  is  enlitled  to  go  first,  but  there  is  no  other  regula- 
tion or  brder  of  business,  except  such  as  mi^ht  be  instituted  by  a  chief  operator  in 
case  of  emergency.  Railroad  ousiness  is  given  no  precedence  over  other  business, 
except  in  cases  of  emergency.  There  are,  however,  usually  on  railway  routes  certain 
wires  assigned  to  railway  purposes,  for  the  exclusive  use  of  the  railway  companies, 
and  over  those  wires  the  company  gives  preference  to  messages  referring  to  move- 
ments of  trains.  Ordinary  messages  might  be  delayed  at  times  through  accident  or 
oversight.     (199.) 

Brokerage  ditpalches. — Mr.  Chandlkr  saya  that  there  is  no  arrangement  by  which 
brokers^  dispatches  are  given  precedence  over  other  messages,  but  that  a  very  large 
proportion  of  stock  exchange  and  brokerage  business  is  done  over  wires  that  are  leased 
for  that  piir[)ose.  Sometimes  several  brokers  lease  a  wire,  and  in  that  case  each  has 
his  own  operator  and  connection  and  takes  care  of  the  operating  service  altogether. 
(199,200.) 

Mr.  Clark  states  that  there  ia  no  discrimination  permitted  by  the  Western  Union 
Company  under  any  circumstances  in  favor  of  the  business  of  brokers  and  large  specu- 
lative Srms,  as  has  been  often  charged.  He  can  not  state  how  lartK  a  proporlJon  of 
the  businesB  of  the  company  is  brokerage  and  how  much  commercial  work,  because 
a  large  number  of  the  brokers  have  private  wires  and  a  great  many  messages  which 
ordinarily  might  seem  private  commercial  messa^  might  be  in  fact  brokerage  mes- 
sages. He  ia  very  positive  that  the  business  which  comes  to  the  company  regularly 
is  transmitted  without  discrimination,  in  the  order  in  which  it  is  receivea,  and  that 
it  is  delivered  in  the  same  way.     (209,210.) 

H.  Alleged  tnllaence  or  the  telegraph  company  In  poltttci.— 
Franking  pWwVeje.— Professor  Parsons  states  that  the  Western  Union  Telegraph 
Company  goes  into  politics  very  largely.  According  to  the  statement  of  the  presi- 
dent of  the  company,  the  franks  issued  to  Government  officials  constitute  nearly 
one-third  of  the  total  complimentary  business.  These  franks  are  issued  to  the 
officials  of  the  National  Government  and  of  the  various  State  and  municipal  govern- 
ments for  the  purpose  of  influencing  them  in  favor  of  the  company.  The  company 
has  confessed  to  having  received  lai^  benefits  from  the  distribution  of  these  franks. 
Perhaps  one  reason  why  Uongress  has  not  t>een  more  alive  to  this  question  is  tliat  the 
memfers  do  not  want  to  ^  rid  of  a  system  under  which  they  can  do  their 
telegraphing  free.     (191) 

Mr.  Clark  slates  that  the  practice  of  giving  complimentary  franks  to  diSerent 
classes  of  people  is  a  matter  of  personal  courtesy  only,  and  that  he  does  not  know 
that  it  has  any  immoral  effect.  They  are  not  given  as  a  quid  pro  quo,  because  the 
companies  do  not  eipect  and  do  not  receive  anything  in  return  therefrom,  even  if 
the  franks  are  given  to  members  of  the  Stale  legislatures  or  to  members  of  Congress, 
as  is  often  the  case.  If  the  frank  system  were  abolished  it  would  not  make  any  dif- 
ference In  the  rates,  because  that  busineee  amounts  to  only  a  fraction  of  1  per  cant  of 
the  business  of  the  company,     (223.) 

Professor  Parsons  criticises  this  statement,  and  he  offsets  that  of  the  late  President 
Green  of  the  Weet«m  Union,  in  his  report  some  years  ago,  that  the  judicious  use  of 
complimentary  franks  among  Government  ofiicials  has  been  the  means  of  saving  the 
company  many  timed  the  money  value  of  the  free  service  performed.    The  franka 
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are  Btill  given  to  the  same  clu«  of  beneficiaries  and  the  purpose  and  remilts  are  prob- 
ably the  same.     (898.) 

Mr.  Chakdi.rr  Btat4^  that  the  fmnking  privilege  prevails  to  a  com<iderahle  extent  in 
the  Postal  Telegraph  Company,  Originally  franke  were  only  given  under  strict  rulen 
involvins  reciprocal  Rcr^'ice.  Thoy  are  now  given  to  quite  a  good  many  public  men, 
among  them  membere  of  Slate  legiplaturen,  aldermen,  mayore,  judges,  and  members 
ofCongresB.    In  the  main  tlie  franking  privilege  isextended  upon  application.    News- 

Kper  correspondents  and  newBpaper  proprietors,  to  a  eonsiaerahle  extent,  have  the 
Jikinf;  privil^c.  In  these  caw«  it  is  f;iven  as  a  matter  of  accommodation  and  ufl  a 
privilege  Khichnasgronn  up  from  long  years  of  practice.  To  a  limited  extent  franks 
are  giien  to  people  doing  private  business,  hut  purely  as  a  matter  of  reciprocity. 
The  franks  given  to  newspaper  men  do  not  enable  th'ein  to  transmit  news  to  their 

A  eubetantially  accurate  account  of  the  value  of  franked  messages  is  kept 

In  Mr.  ChaDdlei^s  jmlgment  the  frankins  pridlegc  is  not  a  sufficient  factor  to 
have  any  effect  upon  rates  in  general,  and  its  alxilishment  would  not  result  in 
cheaper  rates.  As  a  matter  of  mdi\-idual  judgment,  he  would  be  glad  to  see  the 
whole  franking  privilege,  in  respect  to  telegrams,  done  awav  with.  (195,  196, 
197, 198.) 

Mr.  KoBEBT?  critidaes  the  statement  of  Mr.  Clark  that  the  issue  of  tel^japh 
franks  to  governmental  officers  is  purely  a  matter  of  personal  courtesy.  Mr.  Rob- 
erts does  not  believe  this  is  the  case,  but  thinks  that  they  are  issued  for  favors 
receive<l  or  expected.  He  quotes  from  the  statement  of  the  president  of  the  Wetifern 
Union  Companj',  made  some  years  ago,  in  which  he  said  tnat  the  flanks  issued  to 
Government  officials  constitute  nearly  a  third  of  the  total  complimentary  business; 
that  ID  all  of  the  States  where  the  companv's  lines  extend  their  property  is  more 
or  less  subject  to  the  action  of  the  national.  State,  and  municipal  authontiee,  and 
that  the  judicious  use  of  complimentary  franks  to  them  has  been  a  means  of  saving 
to  the  company  many  times  the  money  value  ot  the  free  service  performed.     (270.) 

Mr.  Randall  read  from  .Senate  Document  66,  first  session  Fifty-sixth  Conp^,  to 
the  effect  that  the  issuing  of  tetegrajih  franks  to  members  of  legislative,  judicial,  and 
municipal  bodies  is  a  very  great  evil,  and  tends  to  misgovemment  and  political 
corruption.  He  criticises  tne  statement  of  Mr.  Clark  that  the  issuing  of  these  franks 
is  merely  a  matter  of  personal  courtesy,  and  declares  that  they  are  cut  off  as  soon 
as  a  statesman  is  out  of  a  job.     (259. ) 

■■  Improve  menu  In  lelegraph  devlcei.— I.  Policy  of  the  WfMem  Union 
in  retpect  of  new  inventicme. — Mr.  Randall  disputes  the  statement  that  the  Western 
Union  is  pn^reeeive  and  adopts  new  inventions  in  tel^raphy  whenever  they  prove 
useful.  He  aflirms  that  the  contrary  of  this  is  the  fact,  and  that  there  are  plenty 
of  improvements  in  telegraphy  which  the  Western  Union  will  not  use,  because  it 
believes  they  would  nut  redound  to  its  financial  interest.  Whenever  a  new  inven- 
tion is  founa  to  be  beneficial  it  is  bought  up  by  the  Western  Union  and  laid  away. 
The  Western  Union  will  not  lease  a  wire  to  private  individuals  to  make  experiments 
with  new  inventions.     The  witness  introduces  in  evidence  two  letters  «— "—  ' 


1  by  a 
person  interested  in  what  was  known  as  the  "Anderson  machine  telegraph  to 
substantiate  his  assertions.  These  letters  and  the  testimony  of  Mr.  Randall  t«nd 
to  show  that  the  representative  of  the  Anderson  machine  paient  was  willing  to  per- 
mit the  Government  to  make  experimecits  with  his  patent  until  the  Western  Union 
people  Diade  some  negotiations  with  him,  when  he  at  once  appeared  to  lose  interest 
m  ttie  matter.  It  is  the  belief  of  Mr.  Randall  that  the  Western  Union  had  bought 
the  patent.     (249, 250, 251, 253. 2&4. ) 

Mr.  RoBEBTB  states  that  while  the  Western  Union  Company  always  tries  to  get  hold 
of  the  new  inventions,  it  does  not  use  them  for  the  benefit  of  the  public,  but  keeps 
them  locked  up  in  the  office  in  New  York  anlera  they  would  contribute  to  the 
profits  of  the  company.     (270.) 

Mr.  Clabk  denies  the  char^  that  the  Western  Union  Company  is  keepii^  some 
of  the  latest  and  best  inventions  out  of  operation,  and  states  that  the  policy  of  the 
company  is  to  develop  every  invention  that  it  can  find.  He  instances  the  history  of 
the  quadmplex  and  other  systems.  There  is  a  system  in  force  which  can  be  ui>ed 
for  Htiort  distsmces  by  which  messages  are  sent  and  received  in  the  ordinary  writ- 
ten characters,  and  signatures  and  outlined  pictures  can  be  sent  by  the  telauto- 
graph.    (229.) 

nofcMor  Pabsokb  criticises  this  statement  of  Mr.  Clark  and  quotes  from  Post- 
master-General Wanamaker's  argument  on  the  postal  telegraph  in  1S90  to  the  effect 
that  the  Western  Union  does  euppreas  inventions,  and  that  it  has  no  use  for  devices 
which  cheapen  and  quicken  the  telegraph  service  and  warrant  a  claim  for  reductimi 
otratM.     (688.)  ..lA.OtwTc 
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Mr.  BoMYM  Hitchcock,  a  civil  engineeT  of  New  York  City,  aaye  that  many 
improvementa  have  been  made  in  the  tel^taph,  but  the  Western  Union  Company 
has  opposed  all  changes  with  the  logical  result  that  the  United  States  baa  the  poor- 
eet,  most  antiquated,  and  expensive  telegraph  service  in  the  world.  It  is  conducted 
on  the  basis  of  amali  business  at  high  prices,  whereas  the  teachings  of  experience 
demonstrate  that  a  larger  development  with  cheaper  rates  would  be  more  profitable. 
A  dependence  upon  the  purchasing  power  ot  wealth  is  relied  on  to  buy  up  inven- 
tions and  suppress  them.  It  has  been  a,  tnttle  of  money  against  the  pervading  spirit 
and  the  iireaistible  tendency  of  the  age,  but  the  opposition  will  be  overcome  event- 
ually.    (891.) 

2.  Altitude  of  Postal  C&mpany. — Mr.  Ckandleb  states  that  the  Postal  Company  has 
endeavored  to  use  new  ana  useful  devices  to  the  fulleet  extent;  that  at  all  times  it  is 
glad  t«  avail  itself  of  anything  that  is  a  real  improvement  in  the  conduct  of  its  busi- 
nefla     A  great  many  so-called  improvements,  however,  when  brought  Into  actual 

fractice  in  comparison  with  appliances  already  existing,  have  been  found  wanting. 
200.) 

3.  Anderion  machine  telegraph. — Mr.  Randall  describes  a  system  of  telfsraphy 
invented  by  a  gentleman  named  Anderson,  and  fenown  as  the  Anderson  Klacnine 
Telegraph,  wherebv,  he  asserts,  it  has  been  found  from  careful  experiments  that  on 
a  circuit  of  500  miles  it  is  possible  to  transmit  2,000  words  a  minute;  on  a  circuit  of 
1,000  miles,  1,000  words  a  minute,  and  greater  distances  in  like  pro[H)rtion.  He 
states  that  the  experiments  made  under  thia  system  between  New  York  and  Chicago 
and  between  New  York  and  Washington  wereeminentiv  successful,  but  that  nothing 
came  out  of  it,  because,  he  believes,  tne  Western  Union  nas  bought  up  the  patent  and 
will  not  use  it.  The  advantages  to  the  newspapers  from  the  use  of  a  system  of  this 
sort,  Mr.  Randall  states,  would  be  incalculable,  in  that  it  would  work  a  great  saving 
of  time  and  expense  in  the  transmission  of  news  matter.  He  submits  a  <lescription 
of  the  Anderson  Machine  Telegraph,  taken  from  Senate  Document  66,  first  session 
Fifty-sixth  Congress,  together  with  the  opinion  of  numerous  experts  relati\e  thereto, 
not  only  in  respect  of  a  great  saving  in  time  and  the  great  increase  in  amount  of 
business  that  could  be  done  by  it,  but  also  in  respect  of  the  lessened  cost  of  doing 
business  by  this  system. 

The  following  extracts  from  statements  of  witnesses  before  that  committee  describe 
the  system,  with  estimates  of  coat  of  operation: 
The  iDcUio'l  of  opvrallon  In  simplp.    The  meBso^e  Is  perfoTttttd  on  a  tttrip  of  paper,  which  ii  put 

the  paptr  and  oliffe  the  clreuLt  for  a  length  ol  time  ooTrexpondinfr  to  (hi>  lep^h  ot  the  perfoTHtlon. 
At  the  rece'vltiH  end  the  cloetng  of  the  ptreuit  maliea  a  pnindiiD-blue  BIBfn  [in  a  moving  ribbon  or 
•heel  chcmli'air)'  prepanil  for  the  purpose. 

The  pcrtoratlnK  maohlne  In  h.i  simple  and  efllelent  aa  an  ordinary  If  pewrtlet.  and  ran  be  operated 
with  the  name  esM  andupced  (l.SOO  lo'i.OOO  wonts  per  hour). 

The  page  and  lino  recorder  print!-  the  morflage  on  a  letter  aheet  eliout  10  wordK  to  the  line,  and  la 
a  great  Improroment  over  the  paper  rihIioiiK  lor  recording  long  meHuigv?,  Icttem,  or  tipvn  report*.  t<u 
■aya  Hr.  Atheam,  and  Mr.  Batt^  nayp.  "  The  page  and  line  reoord^r  marka  a  long  «itep  forward,  and 
Its  uao  removes  one  ol  the  chief  obstacloi  heretofore  barring  the  way  to  fall  nuecew  In  aulolelegnphle 
traniuaiiwion." 

The  hn!ilne«  men'n  eompoeing  machine  enable;  any  permn  after  a  little  prarllee  to  perforate  a 
message  for  telegraphing  oa  quickly  iu<  it  could  t>e  written  with  a  pen  or  typewriter  (aperfect  copy  of 
the  mexHige  lor  the  oDice  file  being  Himultaneoiifly  printed  In  roman  etiarsetets).  the  use  oi  thla 
eomponer  would  coTiRld<rahly  leo-en  the  cost  of  telegraphing  and  would  Hhoncn  ihe  time  required  lo 

written  and*tamped.  ihtiii  avoiding  even  an  lnsianl'«  delay. 

PHwIng  Irom  the  con>.tnictlon  ncrount  <whlch  cMlmatoi  a  coat  of  1600.000  for  a  line  from  Chicago 
to  New  Yorli)  with  the  Imprendon  that  it  In  loo  high,  we  eome  to  Hit-  loslof  operation      Calnulatlng 

the  cont  per  message  ofTO  words  Irom  Sew  York  to  Chicago  aUt  l■ent^  including  Interei'ton  hli  con- 
does  hia  own  perfomllng.  and  tne  mewvigc  Im  nen't  to  the  addnaiBee  In  Morse  chaiacIcrH.  the  coal  of 

Ing  pofilage.  Thl«  is  nol  probably  tielow  the  trtithTTor  the  tendency  ol  the  witness  was  to  make  bis 
«amates  ot  operation  high  as  well  a«  his  estimate*  of  construction— «  tendency  plainly  manliest  In 
his  giving  the  pcrloralorx  a  speed  of  about  15  words  a  mlnnte,  which  la  far  wltfilD  thelt  practical 
espaclty.    (24»-2G2,  2GG.  ISl-ie^  ) 

4.  The  Dclan'j  higb-gpeed automatic  lelfirraph  nyitfm. — Mr,  Hitchcock  advocates  the 
establishment  of  Govcrument  ownerEtiip,  making  use  of  the  improvements  in 
telegraphy  made  liy  Mr.  Patrick  B.  Delany,  an  ex-vice-president  of  the  Amerii-ja 
Institute  of  Electrliail  Engineers,  and  the  inventor  of  nuiiierotis  telegraph  devices. 
One  of  his  inventions,  wnerebv  one  wire  is  made  to  carry  6  mestiages  simultane- 
ously, one  way  or  in  opposite  directions,  has  been  in  use  by  the  Britiwh  post-office 
for  15  years,  and  his  system  of  caljle  tranamission  holds  the  re<'c)rd  for  high  speed 
over  Atlantic  cables.  His  high-speed  automatic  system  of  transmission  has  attained 
the  limit  of  the  working  speed  of  a  tel^rraph  wire.    The  inventor  received  a  medal 
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for  the  invention  in  1895,  but  it  ia  much  improved  now.  The  meeeages  ore  first 
punched  on  tapiee,  which  are  then  run  rapidly  through  the  tranemittini;  apparatus. 

"The  tapes  are  now  punched  by  the  ordinary  operating  ot  a  Moree  key,  and  the 
signals  are  recorded  in  Morse  charactera.  The  electro-Htatic  conditione  of  a  telefnuph 
line  have  hitherto  imposed  limitations  upon  rapid  signaling  b^  the  ordinary  meUioas. 
By  a  recent  improvement  Mr.  Delany  haa  succeeded  in  utilizing  the  static  chaige  in 
the  production  of  signals  on  the  receiving  tape." 

The  ^ints  of  superiority  in  the  Delany  system  over  the  WheatstQue  invention, 
which  IS  itfl  nearest  competitor,  are  (1)  mor*  certain  l^i bil it y  <if  signals;  (2)  simpler 
mechanism;  (3)  improved  methods  for  handling  a  tarti;e  volume  of  business.  It 
will  work  without  repeaters  from  New  York  to  San  Francisco.  The  receiving  instru- 
ment is  controlled  by  the  operator  at  the  sending  instrument.  The  transmittet 
increases  the  eSidencv  of  ocean  cables.  By  this  system  it  is  possible  to  send  over  a 
single  wire  1,000  words  a  nunute  for  a  distance  of  1,000  mileu,  aa  against  60  words  a 
minute  by  the  quadniplex  system  now  in  force,  which  reiquirea  8  operatom,  4  send- 
ing and  4  receiving,  and  as  against  200  words  by  the  Wheatstone  automatic  system 
duplexed.  The  great  item  of  cost  in  telegraphy  is  the  construction  and  maintenance 
of  a  large  number  of  wires,  and  great  economy  would  thus  result  from  the  nw  of  the 
Delany  invention.  A  simplex  MorHe  operator  sending  at  the  rate  of  15  words  a 
minute  may  monopolize  a  line  which  coat  $20,000. 

The  witnes  says  that  if  10  hours  of  constant  operation  for  business  and  sotdal 
messages  are  taken,  and  20  per  cent  of  the  time  allowed  for  manipulating  the  appa- 
ratus, the  practical  working  result  of  the  Delany  instrument  would  be  ftixi  woms  a 
minute.  If  15  cents  were  charged  for  50  words,  the  witness  estimates  the  profit  of  a 
line  between  New  York  and  Chicago,  fully  equipped,  with  an  assumed  cost  of 
$1,000,000,  at  $540,000,  with  only  one-fourth  of  the  working  capacity  of  the  line  util- 
ized. Mr.  Hitchcock  says  that  the  routine  oE  busineM  under  proposed  governmental 
operation  of  the  telep^ph  would  be  substantially  ae  follows,  viz: 

A  cential  transmitting  and  receiving  office  would  be  established  with  a  number  of 
branches.  Bmall  local  officee  where  letter  telegiums  could  t>e  received  would  be 
connected  with  the  central  offii«  by  ordinary  wires,  and  at  each  of  those  local  offices 
an  operator  could  manipulate  a  Morae  key  npon  a  tape-punching  apparatus  at  the 
central  office.  The  tapee  at  the  central  ofnce  would  be  immediately  run  through  the 
line  transmitters  at  a  speed  of  fromBOO  to  1,000  wordsa  minute.  A  single  inntrument 
on  one  wire  can  do  all  the  business  that  can  be  provided  by  50  men  constantly  working 
Morse  keys.  When  a  wire  is  working  to  anything  like  its  carrying  capacity  it  will 
be  earning  so  much  money  that  under  Government  control  there  will  he  either  a 
large  profit  at  the  15-cent  rate,  or  that  rate  might  he  reduced  perhaps  to  5  cents  for 
50  words.  At  the  deetination  of  the  message  it  is  recorded  in  Morse  characters  on  a 
tape  and  ordinarily  will  be  written  out  on  a  typewriter,  inclosed  in  an  envelope, 
stamped  and  addressed,  and  deposited  in  the  post-office.  Absolute  secrecy  lor  all 
correspondence  can  be  had  whenever  desired. 

Mr.  Hitchcock  says  that  the  universal  use  of  the  teWraph  under  such  improved 
methods,  whether  attained  through  Government  ownership  or  bv  a  private  corpora- 
tion, would  reduce  charges  at  least  90  per  cent.  While  personally  favoring  Govern- 
ment ownership,  he  thinks  it  is  possible  to  make  the  telegraph  a  public  utility  in 
private  hands  by  the  use  of  the  Delany  system.  The  10-word  message  could  be  sub- 
stituted by  letter  telegrams — that  is,  letters  carried  by  wire  instead  of  by  train. 

Cheap  letter  telegrams  are  sure  to  increase  the  bulk  of  the  telegraph  business,  and 
if  the  tel^raph  remains  in  the  control  of  private  parties  it  would  interfere  seriously 
with  the  postal  service.  The  delivery  of  these  letter  telegrams  should  be  made 
through  the  Poat^ffice  Department  by  carriers,  or  if  the  letter  telegrams  require 
immediate  delivery,  special  memengers  should  be  employed  and  a  special  charge 
made.  The  less  urgent  business  should  not  be  tared  to  pay  for  the  special  service 
rendered  to  a  comparatively  few  correspondents.  Ordinary  letter  tel^frams  handed 
in  at  New  York,  lor  instance,  would  be  posted  in  Chicago  20  minutes  later,  and 
would  reach  their  destination  soon  enough  through  the  carrier  service  of  the  Post- 
Offlce  Department.     (891-895.) 

_  5.  Underjpv\aid  vrirei. — Mr.  Chandler  thinks  there  haa  been  some  change  of  sen- 
timent on  the  part  of  the  tel^raph  companies,  and  that  in  the  main  they  are  rather 
desirous  of  putting  their  wires  under  ground  m  the  thickly  settled  portions  of  cities 
and  towns.  He  says  that  it  is  done  to  a  very  large  extent  now,  and  has  many  advan- 
tages to  the  telegrrfph  companies,  as  well  as  to  the  public,     (204,) 

J.  Condition*  of  labor,— 1.  Number  of  employeeg.— Mr.  Claxk  states  that 
thereareabout  36,000  people  in  the  United  States  handling  Western  Union  telegraph 
bnaineSB.    Many  of  these  are  only  constructively  in  the  employ  of  the  company. 
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beinf(  theafcenttiof  nulroad  companiex  and  handling  cowiuercuJmesRagea  at  the  small 
BtatioDS  where  the  telegraph  burineea  is  not  mifflcient  lo  jnetify  the  employment  of 
an  independent  operator.  While  the^  are  paid  directly  by  the  rwlroad  companies, 
they  must  be  talten  into  consideration  as  employees  of  the  tele^Taiih  company. 
becanse  of  the  contracts  that  the  telegraph  company  has  with  the  various  nulroMi 
companies.     (217.) 

Mr.  Cmandleh  states  that  nearly  9,000  people  are  employed  by  the  Postal  Tele- 
({raph  Company;  that  in  the  principal  cities  30  per  cent  of  theemployeeaare  women, 
and  in  the  coimtry  25  j>er  cent  are  women.     (200,  206. ) 

2.  Wages  of  UUi/roph  em/iloiirfs. — Protessor  P.ihmoxb  states  that  statistics  show  that 
the  average  wages  ot  tele^^ph  operators  in  P^urope  are  greater  than  in  the  United 
States.  In  Great  Britain  thy  average  wages  are  f400;  in  Germany,  f446,  and  in 
other  P^ropean  countries,  ^20.  while,  according  to  the  statement  made  by  the  presi- 
dent of  the  Western  Union  Company  to  a  committee  of  Congress,  the  average  salary 
of  the  telegraph  employees  in  this  country  is  only  f200.  Statements  made  by  the 
Western  Union  peojAe  to  the  contrary,  also  their  statements  that  the  work  done  by 
employees  is  greater  here  than  in  Europe,  are  not  borne  out  bv  statistics.     (188.) 

Professor  I^raong  states  that  the  Western  Union  Telegraph  Company  pursues  a 
systematic  policy  of  reducing  the  wages  of  its  employees.  It  employs  iwys  when- 
ever jWBsible,  and  pays  them  a  mnch  smaller  salary  than  it  would  pay  a  man.  An 
investigation  made  by  Congress  showed  that  there  was  a  40  per  cent  reduction  from 
1870  to  1883.  The  great  strike  of  1883  throughout  the  telegraph  system  was  largely 
due  to  the  low  wageD  and  long  hours,  the  operators  having  asked  for  an  increase  of 
pay  of  15  per  cent  and  for  an  eight-hour  day,  with  no  salary  lower  than  $50,  which 
the  company  refused  to  grant.  After  the  strike  the  comnany  was  able  to  get  one- 
third  more  work  out  of  the  men  for  the  same  pay.  The  hoars  of  the  operators  are 
long,  the  work  trying,  and  they  are  unable  to  continue  many  years  under  the  strajn. 
The  Western  Union  Telegraph  Company  is  also  opposed  to  labor  unions,  and  black- 
lists its  employees  on  many  occasions,     (190. ) 

Mr.  Roberts  says  that  the  Western  Union  Telegraph  Company  contributes  largely 
to  the  support  of  a  school  in  New  York  "that  grinds  out  every  year  a  large  number 
of  boys  and  girls  as  telegraphers,"  the  result  of  which  in  to  increase  the  supply  of 
telegraph  labor  alid  thus  reduce  wages.  The  company  has  thousands  of  boys,  rang- 
ing from  12  to  16  years  of  age,  working  long  hours  at  the  paltry  salary  of  (3  to  $1 
per  week,  while  the  United  States  Go\'emment  pays  its  letter  carriers,  engaged  in  a 
similar  occupation  of  carrying  messages,  from  loO  to  JlOO  per  month.  It  is  admitted 
by  the  Western  Union  people  that,  while  wages  have  been  increased  in  nearly  every 
industry  in  recent  years,  the  wages  of  its  employees  have  remained  practically  what 
they  were  in  1883,  while  the  low  wages  at  that  time  were  the  cause  of  that  great 
stride.     (289,  270,271.) 

Mr.  Clark  states  that  the  wages  paid  to  the  operalom  in  different  parts  of  th« 
country  vary  according  to  the  expenence  and  ability  of  the  operator,  ranging  from 
$100  per  month  down.  There  was  no  reduction  of  wages  during  the  depression  from 
1893  to  1897,  nor  has  there  been  any  general  increase  since,  the  regular  scale  remain* 
ing  practically  the  same,  except  that  since  1883  the  operators  have  been  paid  for 
overtime,  and  for  over9  hours  for  the  6  daysin  the  week,  and  for  Simday  work.  Oper- 
ators very  often  begin  in  the  large  offices  as  check  boys  and  check  girls,  and  in  the 
small  offices  they  are  generally  friends  of  the  operators  and  grow  up  with  the  busi- 
ness in  the  office.  Very  often  graduates  from  the  commercial  schools  are  taken  as 
operatorn;  so  that  the  supply  always  exceeds  the  demand.  The  witness  thinks 
there  are  alwut  2,500  women  employed  by  the  Western  Union,  and  that  their  wages 
would  not  average  as  much  as  the  wagw  of  the  men,  because  they  can  not  do  as 
heavy  work.     (223-224. ) 

Mr.  Clark  thinks  that  the  wages  of  the  Western  Union  employees  are  satisfactory, 
and  that  they  are  higher  than  in  Europe;  just  how  much  tie  can  not  say,  because 
the  clasaiflcations  are  entirely  different.  In  Europe  operalore  come  under  civil-service 
rules,  and  their  salaries  therefore  are  not  governed  by  the  law  of  supply  and  demand, 
as  they  are  in  this  country.     (217. ) 

Mr.  Chandler,  of  the  Postal  Company,  stales  that  the  wages  of  employees  van* 
according  to  the  nature  of  the  work.  The  salaricH  of  operators  range  from  $26  to  $85, 
the  average  being  about  $60,  the  salaries  oF  clerk.'*  averting  somewhat  leas.  It  is 
the  intention  of  the  Postal  Company  to  make  no  diwrimination  ip  w^es  because  of 
sex,  but  to  pay  a  woman  the  same  wages  as  a  man  for  the  same  work.  In  general, 
however,  the  wages  piud  to  women  are  less  than  those  paid  to  men,  as  ther«  are  com- 
paratively few  women  who  are  as  skillful  operators  as  men,  and  as  there  are  lim- 
itations to  the  nature  of  the  service  that  can  De  periormed  by  women. 
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In  Mr.  ChiiDdler'B  opinion  there  has  been  little  chsnge  in  the  rate  paid  to  t«le- 


leamountpaiduiealariesby  hiscomEtany,  Hr.  Chimdler  stotee,  is  approximately, 
TO  per  cent  of  the  totftl  expense  of  operation. 

Comparing  saJariee  paia  in  this  countrj'  and  those  paid  in  Great  Britain,  he  saya 
that  in  America  a  youn^  man  of  good  conduct  and  of  ssill  denumde  a  first-class  oper> 
ator'H  salary  very  early  m  hie  career.  In  Great  Britain,  the  yonth  haviiw  acquired 
a  fair  amount  of  skill,  is  appointed  at  a  salary  of  about  (4  per  week,  andso  lon^ as 
his  conduct  is  satisfactory  and  he  devetope  ordiDary  skill  M  a  telegrapher,  he  receives 
regular  annual  increments  nntil  he  amves  at  the  maxitnum  fisure  for  a  firet-«lasa 
operator,  about  (&5  per  month.  In  conmdering  salaries  paid  to  the  British  operator 
itmuet  be  remembered  that  at  the  ageof  60  he  is  retired  on  a  pension.    (200,206,206.) 

Mr.  HiTCBODCK  says  one  of  the  worst  features  of  the  Weetem  Union  Telegraph 
monopoly  is  its  utter  disregard  of  the  welfare  of  its  employees.  Their  wages  are 
insufficient  for  comfortable  living.  The  average  operator  should  receive  about 
double  his'preeent  wages.     (803. ) 

3.  HouTt  of  labor  of  UUaraph  employut. — Mr,  Chandleb  says  that  the  hours  of 
labor  vary  somewhat  in  dinerent  localities,  and  in  small  offices  and  branch  offices  the 
hoars  of  duty  are  arranged  with  reference  to  the  neceesitiee  of  the  case.  In  the 
principal  cities  9  hours  are  counted  a  day's  labor,  and  7  hours  a  night's  labor.    (200.) 

4.  Altibtdt  toward  labor  organixationt. — Mr.  Bobbbts  states  that  the  Western  Union 
Telegraph  Company  is  opposed  to  labor  organizations,  and  ttiatoutof  this  opposition 
grew  the  great  strikes  of  1670,  1871,  and  18S3.  According  to  the  statement  of  Presi- 
dent Green,  of  the  Western  Union  Telegraph  Company,  "after  the  great  strike  of 
1870  the  company  took  back  some  of  the  strikers  on  condition  of  their  t^ing  what 
was  called  the  '  iron-clad  oath ' — an  oath  to  renounce  their  union  and  never  connect 
themselves  with  any  similar  organization."  After  the  strike  of  1883  practically  the 
same  promise  was  required.     The  Western   Union  will   not  permit  any  of  ita 
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employees  to  petition  for  increase  of  pay  or  shorter  hours  on  penal^  of  dismiBsal. 
That  company  was  the  first  corporation  to  establish  a  black  list     (269.) 

lilr.  Clark  states  that  he  does  not  care  to  discus  the  question  as  to  whether  his 
compan;^  is  opposed  to  labor  organizations.  There  was,  however,  an  organization  in 
1883  wluch  the  company  refused  to  recognize.  The  company  isalways  ready  to  deal 
with  its  employees  directly  with  reference  to  any  personal  grievances  which  they 
may  have,  and  he  supposes  the  employees  are  perfectly  satisfied.     (223. ) 

Mr.  Chandler  reports  that  he  does  not  know  of  any  organizatjon  of  telegraph 
employees  that  is  in  existence  now.  The  Postal  companj^  makes  its  engagements 
witn  operators  singly,  no  inquiry  being  made  before  ei^aging  them  as  to  whether 
or  not  they  belong  to  a  union.     (200. } 

K.  Taxation  of  telegraph  property.— Mr.  Clarx  states  that  as  to  taxes  and 
supervision  there  is  a  difference  in  methods  in  all  of  the  States.  The  total  amount 
of  taxes  p^d  by  the  company  last  year  was  about  C62S,000.  He  thinks  the  taxes 
are  very  hisb,  but  does  not  desire  tooe  considered  as  not  wishing  to  pay  on  the  full 
valuation  oT  the  property.  In  some  of  the  StatM  the  taxes  are  based  upon  the  pro- 
portion of  the  capital  used  in  the  State;  in  some,  on  the  estimated  value  of  the  prop- 
erty. Connecticut  makes  a  charre  upon  each  mile  of  wire,  while  Texas  puts  a  tax  of 
1  cent  OB  every  message  sent.  In  New  York  a  law  was  recently  proposed  author- 
iziiw  the  entire  capital  stock  of  the  company  to  be  taxed  at  one  mill  and  a  quarter 
on  the  dollar,  which  means  practically  f  125,000  per  year  on  the  capital  of  the  Wes- 
tern Union,  besides  a  tax  on  the  capit^  of  the  other  companies  that  it  is  responsible 
for  in  that  State.    This  would  be  a  very  harsh  and  unjust  law.     {216-217.) 

Mr.  Cbanhlrb  states  that  the  methods  of  taxation  are  almost  as  many  as  there  are 
States.  He  thinks  that  generally  telegraph  companies  are  not  taxed  reasonably. 
There  is  a  hardship,  he  holds,  in  the  levying  of  license  fees  in  the  form  of  a  lump 
sum,  as  is  sometimes  done,  as  this  beara  unequally  upon  the  small  telegraph  com- 
pany as  compared  with  the  large  one.  It  is  a  hardship,  also,  for  the  municipality 
to  make  a  fixed  charge  per  annum  for  each  pole  and  each  mile  of  wire  constructed 
on  the  streets  and  highways,  as  that  bears  more  hardly  upon  the  telegraph  company 
which  has  to  construct  its  lines  on  the  highways,  as  is  the  case  with  the  Postal  com- 
pany, than  upon  the  company  which  is  aole  to  construct  its  lines  on  railroad  rights 
of  way,  as  is  the  case  with  the  Western  Union  company.  Asan  equitable  methiS  of 
taxation  he  suggests  that  there  be  a  single  assessment  on  the  entire  property  which 
a  telegraph  company  has  within  a  State,  that  the  company  pay  the  entire  tax  to 
the  State,  and  the  SUte  distribute  it  among  the  localitiee.     (204,206.)     ^  ~  ,  ,  ,|  , 
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and  Telegnph  Company,  testifies  that  the  telephone  flrat  received  public  notice  at  the 
Centennial  Exposition  at  Philadelphia  in  187«.  Attempts  were  made  to  develop  its 
oommerdal  oee  shortly  thereafter.    At  finrt  agents  were  appointed  by  the  E 


pany  to  rent  telephtmes  and  bella  for  the  equimnent  of  short  private  lines.  B^h 
customer  boilt  his  own  line,  osoally  employing  the  agent  who  rented  the  telephones, 
and  the  agent's  income  was  derived  from  the  profit  of  this  conBtrudion  and  a  com- 
mission on  the  rental  charged  for  equii»nent.  The  telephone  exchange  soon  grew  out 
of  the  desire  of  the  ownera  of  these  short  lines  to  be  interconnected  with  other  users 
of  the  telephone,  and  as  a  reaalt  there  was  a  demand  for  the  bmlding  of  lines  by  the 
company  or  its  amenta  The  Bell  Company  did  not  have  the  capi&  necessary  for 
the  construction  of  these  lines,  and  local  c  ~ 


a  a  demand,  each  company  having  exclusive  exchange  rights  within  the  area 
allotted  to  it,  and  the  Bell  CJompany  reserving  to  it«elf  to  inve  other  licensees  the 
right  to  connect  exchangee  with  each  other  by  trunk  lines.  I^e  Bell  Company  also 
iasaed  licenses  for  lines  connecting  the  small  local  companies,  usually  to  the  most  pro- 
sreasivB  of  its  licenseee.  larger  companies  were  soon  organized  which  parchased  the 
local  interests,  with  the  result  that  bett«r  service  was  rendered.  Fairly  good  service 
was  given  between  the  larger  exchanges  and  their  tributary  points,  but  the  state  of 
the  art  up  to  1S85  made  it  impossible  to  talk  any  consideraDle  distance.  Up  to  1885 
the  appantus  in  use  was  adapted  wholly  to  grounded  circuits,  and  iron  and  steel  wire 
was  practically  nnivereal.  Some  experiment  had  been  made  with  the  hard-drawn 
copper  wire,  which  promised  good  results.     (817.) 

2.  DeveltmmerU  of  limg-diilan<x»eTvioe.— Mr.  H\i.Laa,yB  that  e^y  in  1886  the  Amer- 
ican Telephone  and  Telegraph  Company,  which  has  since  been  popularly  known  as 
the  long-distance  company,  was  oi^pnised,  and  the  construction  of  a  commercial  line 
between  New  York  and  Philadelphia  was  at  once  commenced,  and  the  line  was  com- 
pleted 2  years  thereafter.  Very  heavy  poles  were  need  and  24  hard-drawn  copper 
wires  were  strung.  A  serious  didBcalty  was  encountered  in  transferring  the  current 
from  the  roetaliic  circuit  tnink  lines  to  the  grounded  circuit  wires,  but  this  was  Anally 
overcome  also,  and  with  the  introduction  of  the  metallic-circoit  service  in  the  loc^ 
exchanges  the  companies  were  obliged  to  go  through  another  era  of  plant  reoon- 


commenced  with  the  opening  of  the  long-distance  line  between  New  York  and  Phila- 
delphia, January  1,  1887.  Lines  were  commenced  about  the  same  time  from  New 
York  to  Boston  and  from  New  York  to  Buffalo,  and  there  has  been  a  constant  exten- 
sion and  development  ever  since,  nntil  at  the  present  time  the  American  Telephone 
and  Telw;raph  tiompany  and  38  associated  companies,  known  as  the  Bell  system, 
furnish  ^cal  exchange  service  to  about  900,000  stations  and  trunk-line  service  over 
nearly  700,000  miles  of  wire.     (819,1 

3.  Cajriiai  etock  of  the  American  Telephone  and  Tdegraph  Corratany. — Mr.  Hall  testi- 
fied that  thfe  capital  stock  of  the  American  Telephone  and  Tele^aph  Company  has 
been  increased  from  time  to  time,  as  developments  required,  both  for  the  construction 
of  long-diatancelinesand  the  purchase  of  telephones,  real  estate,  etc.    Atableaccom- 

Ring  his  testimony  shows  that  the  capital  outstanding  on  March  3,  1885,  was 
000,  and  on  July  1,  1901,  it  had  increased  to  194,237,500.  The  authoriEed  cap- 
ital has  been  increased  to  $150,000,000,  and  stock  to  the  amount  of  $20,709,000  has 
recently  been  offered  for  subecription  at  par.  In  addition,  collateral  trust  4  per  cent 
bonds  have  been  sold  to  the  amonnt  of  $15,000,000.     (819.) 

4,  Eamingi  of  telephone  companiet. — The  following  extract  from  the  annual  report 
of  the  American  Telephone  and  Telegraph  Company,  for  1900,  shows  its  earnings 
and  expenses.     (823.) 

Compara&ve  ilatement  of  eamingg  and  txpentet. 
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Compuiy  for  the  jeaz  ending  December  31,  1900,  which  shows  a  great  growth  of  the 
induatiy  (rom  1891  to  1900. 

The  estimated  number  of  exphange  connectionB  made  during  1900  in  the  United  Statee 
by  companiee  operating  underlicenseeof  this  companvamoun  ted  toaboat  1,826,000, 000. 
The  aven^  number  of  daily  calls  per  eubecriberre  station  throughout  the  United 
States  ia  abont  7. 1 .  The  avenge  cost  to  the  Bubscriber  varies  according  to  the  sise  of 
the  exchange  and  character  ot  the  service  from  lesi  than  1  cent  to  9  cents  per 
connection.  The  lonK-distance  Coll  aystem  owned  and  operated  by  the  company  on 
the  1st  of  Januarv,  1901,  consisted  of  12,427.63  milee  of  pole  line  and  cable,  and 
167,410.39  milefl  ot  wire,  connecting  369  offices.  The  total  mileage  of  wire,  local  and 
long  distance,  is  1.354,202.  The  t«at  year  has  been  one  of  marlced  progress  in  the 
development  of  tne  busineee.  Tne  meeaage-rate  system  with  metal nc-circuit  lines 
and  correspondingly  lower  tatcs  have  increased  the  service  very  materially  and  at 
the  same  time  the  efficiency  of  the  service  has  been  steadily  maintained;  706,000 
miles,  or  more  than  one-hall  the  entire  mileage,  is  operated  under  the  surface  ot  the 
streete.  The  expenditures  which  were  required  for  the  extensions  of  the  business 
throughout  the  country  have  been  greater  than  any  previous  yfear,  nearly  (29,000,000 
havioKbeen  expended  by  the  company  and  its  licensees  for  this  purpose,  and  in  addi- 
tion thereto  over  (2,000,000  was  invested  in  real  estate  for  telephone  purposes.  The 
entire  expenditure  for  construction,  inclDding  real  estate,  to  the  close  of  tiie  last  vear 
has  been  (166,474,617,83.  Farther  expenditarw  on  a  large  scale  will  be  required  tor 
the  current  year.     (820-822. ) 

6.  BeU  Tel^hont  Qjmpany — It*  relalioTU  to  Ameruxm  Tdephone  and  TtUgrcgik  Com- 
jumy. — Mr.  Bethbll  teetiflee  that  the  American  Telephone  and  Telegraph  Company 
rents  ite  instruments  from  the  Bell  Telephone  Company,  but  he  does  not  consider 
this  payment  as  in  the  nature  of  a  royalty.  The  Bell  Company  owna  at  least  51  per 
cent  of  the  stock  of  the  American  Telephone  and  Telegraph  Company.     (810-811,) 

7.  Nev)  York  telephone  m/slan. — Mr.  U.  N.  Bethrll,  general  manager  of  the  New 
York  Telephone  Company,  testifies  that  the  New  York  telephone  system  is  the 
largest  in  the  world  and  has  the  greatest  per  capita  development,  the  number  of  sub- 
scribers' stations  now  amounting  to  more  than  62,600.  The  system  embraces  not  only 
the  old  city  of  New  York,  but  all  of  Greater  New  York  and  many  places  across  the 
river  in  New  Jersey,  and  a  few  in  Canada.  The  business  was  first  started  in  New 
York  in  1878,  and  np  to  1894  the  development  was  not  very  rapid.  Since  1694  there 
has  occurred  a  great  development  in  the  system.  During  the  last  2  months  there 
has  been  a  eain  of  about  2,000  subscribers,  and  at  the  close  of  the  present  year,  1901, 
there  will  be  perhaps  76,000  stations  in  New  York  City.  The  causes  of  this  rapid 
development  are  efficient  service  and  general  reconiition  of  the  utility  of  the  tele- 
phone, and  principally  the  reduction  in  rates  and  uie  adoption  of  the  rate-meeaage 
plan.  The  policy  of  the  company  has  been  to  adopt  imOTovementa  whenever  they 
have  been  demonstrated  ta  be  useful  regardless  of  cost  The  metallic-circuit  under- 
ground system  has  been  established,  ana  at  present  there  is  not  a  pole  on  Manhattan 
Island,  outside  of  a  very  small  sectioa  north  of  130th  and  140th  streetB,  excepting 
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one  mtun  trunh  line  used  for  long-distance  wiree,  which  nina  the  entire  length  of 
the  ieland.  The  entire  plant  was  reconstructed  between  1887  and  1893  at  a  very 
large  esi>enee.  The  moat  important  change  that  has  been  made  recently  was  the 
introduction  of  the  common  battery  system,  about  3  years  ego,  which  required 
the  suhetitution  of  an  entirely  new  equipment  at  all  of  the  centraTofficee.  This  work 
will  be  completed  about  September,  IBOl.  A  European  expert  recently  wrote  that 
New  York  has  not  only  the  largest  but  technically  the  best  system  in  the  world.  The 
undeigroimd  syBtem  is  install^  in  subways,  which  were  provided  for  by  act  of  the 
l^;islature,  the  subway  system  having  been  in  charge  of  electrical  commissionerB 
under  whose  eupervision  the  work  of  constiuctiaa  was  canjed  oat.  The  functions  of 
this  boanl  are  now  lodged  in  a  commieeioner.  The  subways  were  constructed  by  a 
separate  company,  but  most  of  the  capital  came  from  the  telephone  people,  many  of 
the  members  of  the  subway  corporation  being  also  members  of  the  telephone  com- 
pany. The  municipal  wires  and  those  of  tel^raph,  electric  light,  and  other  com- 
panies are  also  placed  in  the  same  subways.     (777-780.) 

Mr.  Bethell  declares  that  the  New  York  plant  is  maintained  at  all  times  bo  that  the 
service  is  absolutely  permanent  and  reliable.  The  rapidity  of  the  operator  is  tesl«d 
without  the  operator*s  knowledge,  and  for  the  last  3  or  4  years  tests  have  shown  that 
the  average  time  elapsing  between  the  giving  of  the  subscriber's  signal  and  the 
answer  is  from  3  to  5  seconds.  In  only  one  case  during  the  last  year  and  a  half  did 
the  average  go  over  5  seconds.  The  New  York  service  has  been  piaised  by  a  num- 
ber of  esperts.     {786,  787.) 

DifidentU.—Mr.  Bethbll  testifies  that  from  1888  to  1896  the  New  York  Telephone 
Company  paid  no  dividends.  Since  1896  it  has  paid  6  per  cent  per  annmn.  The 
percentage  of  expenses  to  earnings  for  the  same  time  has  been  about  65  per  cent! 
During  the  first  4  months  of  this  year  it  was  65.3.     (783.) 

8.  Melaliom  of  Western  Union  Teiegraph  Onupany  to  the  AmaiiMa  Tdephone  and  JW- 
egraph  Company. — Mr.  Bfthbll  testifies  that  tlie  Western  Union  Telegraph  Company 
can  not  be  oonaidered  as  a  competitor  with  the  American  Telephone  and  Tel^raph 
Company  because  both  do  a  different  class  of  busiuees.  He  is  not  a  director  ol  trie 
company,  but  from  newspaper  reports  be  thinks  that  some  of  the  directors  of  the 
Western  Union  Telegraph  Company  are  also  directors  of  the  American  Telephone 
and  Telesraph  Company.  He  does  not  know  to  what  extent  long-distance  tele- 
phonijig  nas  affectea  the  tel^reph  business,  and  he  does  not  know  whether  the 
American  Telephone  and  Telegraph  Company  is  doing  any  telegraph  business.    (813.) 

9.  ifitdergrouTtd  vnTee. — Mr.  Hall  testifies  that  upon  the  multiplication  of  wires  a 
general  demand  arose  that  they  should  be  c^t  underground,  especially  in  the  busi- 
ness centers  around  the  large  exchanges.  The  rapid  development  of  high-tension 
currents  for  electric  lighting  and  streetrailway  purposes  tended  to  eeriotuly  impair 
the  service  over  single  wires  uang  the  ground  for  a  return.  It  took  some  time  to 
devise  suitable  cables  for  underground  purposes,  and  even  now  they  can  not  be  used 
over  long-distance  lines,  except  in  the  short  section  from  the  terminal  exchange  to 
the  cnstomer's  station.  The  purpose  of  the  American  Telephone  and  Telegraph 
Company  from  the  outset  was  not  to  use  the  method  which  largely  prevails  in  other 
countries,  of  requiring  users  of  the  lines  to  come  to  special  toll  offices  at  terminal 
points,  but  to  connect  the  long-distance  line  with  the  subscriber's  line.     (818.) 

10.  Secrecy  in  telephoning. — Mr.  Bethei-l  testifies  that  under  the  laws  of  New  York 
it  is  a  misdemeanor  to  divulge  telephone  messages,  and  very  few  complaints  have 
ever  been  made  to  the  management  on  this  matter.  Occasionally  some  subscriber 
thinks  his  conversation  has  been  listened  to  and  used,  but  these  complaints  do  not 
average  more  than  2  a  year,  and  upon  investigation  they  have  been  found  to  be 
without  foundation.  Most  of  the  service  in  New  York  is  on  direct  wires,  there 
being  very  little  of  what  is  known  as  party  lines,  that  is  where  2  or  3  persons  are  on 
the  same  wire.     (813.) 

11.  Telephone  eyitem  of  Detroit. — Mr.  BnrHBLL  said  that  he  was  not  very  familiar 
with  the  telephone  syst^n  of  Detroit,  but  he  undemtood  that  there  was  great  dissatis- 
faction tbere  and  the  competition  by  the  independent  telephone  companies  created 
worse  conditions  than  existed  previously.     (807.) 

B.  Teleplione  rates.— l.  General  rh/irge  of  excettive  ro««.— Professor  Pabsonb 
refers  to  the  telephone  rat«a  in  the  United  States,  especially  in  the  city  of  Washington, 
and  compares  them  with  the  rates  in  cities  of  practically  the  same  size  in  Europe, 
where  the  municipalities  own  and  control  them.  He  states  that  the  rates  in  Wash- 
ington are  from  $30  to  $96  for  residence  and  $120  for  a  business  phone.  While  tele- 
phone instmments  can  be  bought  in  this  city  cheaper  than  they  can  in  Europe  and 
while  the  w^es  of  the  operators  are  practically  the  same,  Stockholm,  which  has 
a  population  substantially  the  pame  as  Washington,  has  a  telephone  system  with 
metallic  dicnit,  underground  wires,  unlimited  service,  with  a  rate  of  $16  for  a  red- 
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dence  and  f22  for  btudneK  phonee,  aod  interurbui  comnninication  within  a  mdius  of 
43  milee;  imA  that  the  Bell  Telmhone  Company,  when  it  was  operating  the  Stock- 
holm system,  was  chai^og  (44  for  e,  very  interior  service  without  mstAllic  circuit  or 
nndeivround  wirefl. 

Protessor  Paraoos  sobmit^  the  foUowinK  table  as  showing  the  relative  ratee  for 
telephone  service  in  leading  Americflu  and  European  cities,  h^therwitb  the  relative 
nomber  of  peraons  in  the  population  for  each  lelephoDe.  Americ&n  figures  relate  to 
years  ]89T  and  189S,  and  those  of  European  cities  to  eomewtaat  earlier  yean.  The 
relative  siies  of  the  various  cities  are  indicated  by  comparisons  with  Waahington, 
D.C,  which  has  a  population  of  250,000.  The  cities  marked  with  an  asterisk  nave 
public  systems  and  the  others  have  private  plants.     (177). 
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In  most  of  the  American  cities  oSers  have  been  made  to  furnish  telephone  service 
at  a  niDch  lower  rate  than  the  Bell  Company  was  charging.  In  the  state  syetems  of 
Europe  the  charge  for  a  local  telephone  conversation  to  a  nonsubecriber  is  from  2  to 
5  cents,  as  agaioEt  a  charge  of  10  to  15  cents  in  many  of  our  cities.  In  the  small  places 
an  average  choree  of  from  (S  to  $12  or  $16  per  year  is  a  fiiir  charge  for  the  use  of  a. 
telephone,  while  in  larger  citiee  a  somewhat  higher  tate  is  made  necessary.  In 
Boston,  where  the  underground  system  is  necessary,  a  company  is  operating  a 
system  at  about  one-half  the  rate  chained  by  the  Bell  Company.  While  it  costs 
more  to  install  an  underground  system  in  tbe  first  instance,  the  expenses  of  main- 
tenance are  lees  than  for  an  overground  system.  The  witness  believes  it  would 
be  possible  to  furnish  telephone  service  in  Washington  City  for  from  (30  to  (36, 
unbmited.  One  of  the  reasons  why  the  Bell  Company  can  not  furnish  service  at 
such  rates  is  that  it  is  greatly  overcapitalized,  and  is  trying  to  pay  a  dividend  on 
watered  stock.  The  New  England  (Bell)  Telephone  Company,  operetii^  in  Boston 
and  other  cities  and  towns  in  Massachusetts  and  New  England^  is  capitalized  at  more 
thanOOOpersobscriber'Bline,  whereas  the  MassachusettsTeiephone  Company  (inde- 
pendent) has  installed  a  system  there  equally  as  good  at  lesa  than  (100  per  line. 

The  witnees  also  states  that  in  Grand  Bapids,  Wis,,  there  is  a  cooperative  tele- 
I>hone  system,  comprising  about  300  subecribers'  lines.  The  average  cost  of  construc- 
tion per  line  bos  been  only  (42,  as  compared  with  (300  for  lines  in  some  of  companies 
controlled  by  the  Bell  Company.  The  charges  are  only  (1  per  month  for  residence 
service  and  (2.25  for  business  service.  One  and  one-half  per  cent  dividends  have 
been  paid  monthly  on  the  shares,  which  are  held  by  the  telephone  users,  so  that  the 
actual  chaisM  for  a  reeideace  telephone  amounts  only  to  25  cents  per  month,  and  for 
bustneas  telephones  (1.50  per  month.  The  Bell  Company  in  this  place  charges  (3d 
per  year  for  readent  telephones  and  (48  for  business  telephones. 

ProfeworParsona  refers  also  to  a  small  telephone.  Hystem  in  Kansas  which  operates 
at  aprofitof  10  or  12  per  cent  while  charginK  only  (12  or(16  per  year  for  telephones. 
In  Socheeter,  N.  Y.,  an  independent  telephone  company  is  making  rates  of  $36  to 
(46  while  paying  8  per  cent  dividends  on  a  large  amount  of  watered  stock. 

The  witness  criticises  the  decision  of  the  supreme  court  of  the  District  of  Columbia 
fa  Manning  v.  Chesapeake  and  Potomac  Telephone  Company,  which  held  unconsti- 
tutional an  act  of  Congreea,  fixing  the  minimum  telephone  charges  in  Washington  at 
(GO  per  year  with  1  telephone  on  a  wire,  (40  for  2  telephones  on  a  wire,  (30  for  3, 
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and  (26  for  4  or  more  on  the  same  wire,  and  undertakes  to  show  that  the  court  was 
iocoirect  in  holding  that  the  ratee  c^harved  by  the  telephone  company  is  Washington 
were  neceffiary  for  the  Bucceeeful  operation  of  its  bu8ine«8.  The  evidence  in  the  case 
showed  that  wherever  the  ratee  are  lowered  there  is  a  much  iarf^r  use  of  the  tele- 

?hone,  and  that  fact  was  not  thoroughly  considered  by  the  court  in  its  deciaioti. 
he  witneiB  believes  that  the  lowering  of  the  rates  to  the  level  flied  by  Congreea 
would  very  largely  increase  the  numberof  subscribers  without  any  very  gr^t  increase 
of  the  expense  of  maintenance,  so  that  the  company  would  in  reality  make  as  much 
money  an  it  did  under  the  present  system.  The  Supreme  Court  of  tne  United  Stat«fl 
has  clearly  recognized  the  principle  that  the  increase  of  business  from  lower  rates 
must  be  tiiken  into  account.  He  further  states  that  he  has  consulted  with  the  presi- 
dent of  the  new  company  operating  in  and  about  Boston  over  the  matter  of  reduction 
of  rates  proposed  for  Washmgton,  and  that  official  thoroughly  agreed  with  him  that 
the  reduction  was  possible.'     (173-179.) 

He  admits  that  in  many  cases  the  public  is  not  ready  for  it,  and  thinks  for  the 
present,  in  most  instances,  public  regulation  would  be  better  than  govBrnmental 
ownershipand  operation.     (100,  173-178.) 

Mr.  BsmBLL,  commenting  on  the  figures  given  regarding  the  charges  for  tele- 
phones in  Grand  Rapids,  Wis.,  implies  that  it  is  absurd  to  suppose  that  telephone 
service  should  be  fumisned  by  any  company  anywhere  at  t3  per  month  if  proper 
methods  of  accounting  for  expenses  were  employed.  Even  if  the  concern  were 
cooperative,  so  that  the  members  did  part  of  the  work  or  met  part  of  the  expenses, 
it  would  be  difficult  to  conceive  of  any  efficient  service  at  this  rate.     (811.) 

Professor  Pabsohs,  in  an  affidavit  replying  to  these  criticisms,  testifies  that  the 
data  relative  to  the  Cooperative  Telephone  Company  of  Grand  Rapids,  Wis.,  was 
received  by  him  from  the  first  president  of  the  company,  who  Lb  a  man  of  excellent 
reputation  and  thoroughly  familiar  with  the  facts,  and-that  the  statements  thereto- 
fore given  to  the  commission  by  him  were  taken  from  a  letter  from  the  president  of 
that  company.     (883.J 

Profemor  Bemib  thinks  that  there  is  quit«  an  opportunity  for  municipalities  U> 
develop  telephone  service  in  connection  with  the  police  and  fire-alarm  system,  and 
thus  extend  it  gradually;  some  little  tendency  in  that  direction  was  observed  in 

n™  '  .....  y  made  a  greatly  reduced  rat*  to  the  city.     He 

lore  use  of  the  telephone  and  that  tbe  companies 
the  end  by  greatly  reduced  rates;  and  he  instances  the 

.        _      .  an,  in  Kansas,  witn  a  population  of  only  3,000,  oralxjut 

600  families,  where  a  private  company  had  placed  220  telephones  or  one  to  every  3 
families,  and  had  made  over  10  per  cent  on  its  investment  by  charging  only  II  a 
month  for  the  household  use  of  telephones  and  a  little  more  for  mercantile  use.  He 
admitted  that  in  larger  citite  the  cost  would  increase  somewhat  with  the  size  of  the 
plant,  because  the  number  of  connectionE  had  with  others  tends  to  increase  the 
operating  expenses  somewhat  per  phone,  but  not  enough  to  justify  the  general  chai^fea 
prevaihng  in  large  cities.     (100-101.) 

2.  General  lUfrnse  of  existing  rata. — Mr.  Hall  t^stifiee  that  the  constant  and  rapid 
changes  made  in  the  telephone  industry,  requiring  continuous  rei^nstructjon  of  the 
plant  and  improvement  in  other  conditions,  make  the  question  of  rates  one  of  great 
complexity.  At  first  the  fixed  flat  rate  for  the  unlimited  use  of  the  telephone  by  the 
subscriber  was  put  in  force,  but  later  it  developed  that  the  message-rate  systeni,  by 
which  charges  are  based  on  the  number  of  mettsages,  was  the  proper  one,  and  it  ia  so 
reuoffnized  generally  by  the  customers.  The  flat  rates  are  reasonably  equitable  in 
small  places,  where  tra^c  is  fairly  uniform,  but  they  have  no  place  in  the  service  of 
a  large  cit^,  where  uniform  conditions  do  not  prevail.  Tmnk-hne  long-distance  rates 
were  originally  started  under  the  mcssage-TBte  plan.  At  first  tbe  rates  were  usually 
about  one  cent  a  mile,  with  an  allowance  of  five  minutes  for  each  message.  The  pre- 
vailing rate  to-day  in  this  country  is  substantially  three-fifths  of  a  cent  per  mile  for 
a  conversation  of  three  minutes,  with  a  proportionate  increase  for  use  m  excess  of 
that  time.     {818.) 

Mr.  Parsons  in  his  affidavit  says  that  lie  believes  in  tbe  message-rate  plan  for  large 

[ilants,  but  thinks  the  double  fiat  rate,  one  for  residences  and  one  for  business  estao- 
ishments,  simpler  and  better  for  small  exchanges.  If  the  message  charae  is  carried 
too  far  it  will  limit  communication  and  subserve  no  useful  purpose.    (8S3. ) 

Mr.  Bbthbll  testifies  that  it  has  been  demonstrated  and  is  acknowledged  on  all 
mdes  that  it  is  more  costly  to  operate  a  telephone  system  in  large  cities  than  in  small 
ones.    More  than  half  the  operating  expenses  go  for  labor,  wages,  rents,  and  other 

'  The  declrton  «boTC  dlacuwed  icnullng  telephone  rates  In  the  Wtitrtct  of  CalDmbUi  wm  revened 
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which  are  very  much  higher  in  a,  great  dty  than  in  a  gmall  town.    Then  there 
many  sobecriberg  in  a  laJrge  city  ^at  therehave  to  be  numerouB  ezchaneee,  ali 


connected  together,  and  this  leqairee  plant  and  labor  of  a  kind  and  amoojit  w^ch 
~  ~it  reauired  at  all  in  the  smaller  ^changes.     A  large  exchange,  therefore,  requiree 


ree  plant  ani 

^changes.  „  „  .  ,      , 

manv  told  more  labor  and  more  plant  to  accomplish  a  particular  thing  than  does 
smaller  exchange.  Again,  in  a  very  large  exchange  there  ia  necsBHanly  a  very  h 
surplus  plant  Unde^round  cables  m^  be  of  a  standard  tazti,  aav  of  60  or  luu 
wires,  and  very  often  it  mav  be  necessary  to  take  the  lOO-wire  cable  when  only  a. 
fractional  part  of  that  nninDer  is  required  for  the  service.  There  are  surplus  sub- 
ways for  the  same  reason  and  for  the  additional  reason  that  when  once  the  street  is 
opened  ample  couduits  for  future  growth  must  be  Itud,  and  there  is  thus  a  great 
investment  lying  idle  for  a  lon^  time,  and  during  the  slack  houre  of  the  day  and  night 
the  plant  must  be  np  to  the  highest  requirements  of  the  busiest  five  minutes  of  the 
day.  The  message  in  a  f^reat  city  costs  vastly  more  than  a  message  in  a  small  city, 
but  the  volume  oi  traffic  in  a  laige  city  tends  to  et^ualiie  that  and  to  bring  down  the 
cost.  Every  message  occupies  the  whole  line  during  its  transmission,  thus  difiering 
from  a  railway,  where  many  trains  may  be  operating  at  the  same  time. 

The  witness  thinks  the  average  use  per  line  would  doubtlees  be  tncreBsed  by  lower 
rates.  It  has  been  increased  in  New  York  by  lower  rates,  and  the  New  York  system 
may  be  capable  of  carrying  more  traffic  than  it  does  carry,  but  there  are  so  many 
facts  and  (Maditions  surrounding  the  qneetion  that  it  is  not  by  any  means  easy  of 
solution  as  to  whether  a  reduction  of  rates  would  ^y  or  not  There  is  a  limit  to  the 
carrying  capacity  of  a  telephone  line — not  as  a  eu^te  Une  between  two  points,  but 
as  part  of  a  very  complicated  and  very  extensive  system  of  lines,  any  two  of  which 
may  have  to  be  connected  at  any  moment.  One  misht  use  his  telephone  50  or  more 
times  a  day,  but  sncb  use  is  only  poesible  when  the  Lne  over  which  such  a  number 
of  messages  is  sent  is  connected  with  other  lines  not  used  to  that  extent  That  line 
is  so  fully  occupied  by  outward  messages  that  few,  if  any,  incoming  messages  can  be 
handled  over  it.  Practically  it  is  "busy"  to  all  inquirers.  It  is  obvious  that  all 
lines  could  not  be  used  to  any  such  extent;  an  attempt  to  so  use  them  would  nece»- 
sarily  result  in  complete  failure.  The  rate  of  $30  a  year,  suggested  by  Professor  Par- 
Bons  in  his  testimony  before  thecommiseionaeaproperrateiorNew  York,  would  not 
be  fair.     {808-810. ) 

Mr.  Betbell  testifies  that  a  committee  of  the  New  York  legislature  in  ISSS  inveeti- 
^ted  the  system  and  reported  that  the  loss  to  the  New  York  company  through 
installation  of  the  new  undeigroand  metalhc  circuit  system  amounted  to  threo-fifths 
of  the  company's  net  profits  from  its  organixatdon,  and  that  the  company's  promts 
for  seven  years  were  9.66  per  cent  on  investment  Thiscommittee  also  reported  that 
no  telephone  company  in  the  State  had  made  unusual  profits  and  that  some  of  tbem 
bad  lost  money,  and  that  nowhere  in  the  State  had  it  found  exoenive  salaries  paid 
to  telephone  offleials.     (782,783.) 

3.  Intenor  Department  lervict. — FrofeseorPABSoKSrefera  to  the  operation  of  the  tele- 
phone by  the  Interior  Department  in  Washington.  The  Department  had  been  pay- 
mg  an  average  of  f75  per  ^phone  for  66  'phones.  The  Bell  Company  having  refused 
to  reduce  the  rates,  the  Department  put  m  a  system  ol  its  own,  which  it  operated  at 
a  total  cost  of  $10,25  per  'phone,  including  inteicet,  depreciation,  and  repairs,  or 
$6.43  without  those  items.     (173.) 

Mr.  Betbbll  testifies  that  he  found  the  system  of  telephones  for  the  Interior 
Department  confined  to  a  fen  buildings,  all  near  together  and  connected  with  a  very 
few  wires.  The  Government  had  invested  $6,000  in  that  plant.  He  criticises  the 
testimony  of  Mr.  Parsons;  says  tbat  for  65  'phones  the  figures  given  would  allow 
only  $248.30  a  year  interest,  depreciation,  and  repairs.  The  interest  alone  at  4  per 
cent  on  $6,000  would  amount  to  $240  a  year,  which  would  leave  only  $8.30  for  depre- 
ciation and  repairs.  The  repairs  alone  would  require  the  service  of  one  man  practi- 
cally all  the  time.  From  official  reports  of  officers  of  the  Interior  Bepartment,  made 
in  1897  and  1888,  and  which  were  filed  as  exhibits  to  his  testimony,  Mr,  Bethell  states 
that  the  Interior  Department  service  was  very  inferior  in  quaUty,     (786, ) 

Profe«or  Parsons,  replving  to  these  criticiams,  says  in  an  affidavit  that  he  had 
obtained  the  bets  about  tlie  Qovemment  telephones  directly  from  the  books  of  the 
Department  by  a  personal  visit  to  the  Department  At  the  time  of  his  former  testi- 
mony he  did  not  Know  that  the  Department  exchange  had  been  given  up,  but  he 
now  finds  that  the  installation  was  not  satisfactory  and  that  a  wider  service  was 
needed.  He  used  the  data  in  his  former  testimony  to  show  that  the  Bell  Company 
was  wrong  in  its  refusal  to  reduce  the  rates  to  the  Department,  and  that  idea  Is  home 
out  hjf  the  fact  that  the  Bell  Company  now  snpplies  a  wider  service  and  longHiistance 
taoUtiee  at  rates  close  to  the  cost  unaer  the  public  system.    (883.) 
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4.  RaUiin  New  York. — Mr.  BerHRu.  says  that  dnrii^  the  earl;  period,  when  single 
wires  were  used,  the  rates  were  all  flat;  that  is.  all  subw:ribera  had  the  same  character 
of  equipment  and  paid  the  same  amount,  whether.they  used  the  service  much  or  Kttle. 
The  correct  idea  is  that  the  compaDv's  bueineas  is  to  reader  public  service,  and  conse- 
quently the  flat  ratee  were  discontinued  and  what  was  known  as  the  jnesaage-rate 
system  was  introduced.  During  the  early  days  the  flat  rates  in  New  York  ranged 
from  $60  to  (150  a  year  for  single  service,  and  when  the  metallic  service  was  intro- 
duced they  ranged  from  $120  to  $240  per  year.  Under  the  message-rate  system  the 
messt^  instead  of  the  station  is  taken  as  the  basic  unit  in  making  the  rate.  There 
is  a  minimum  charge  for  which  the  subscriber  may  send  a  stated  number  of  me8BsgFi>, 
with  additional  charges  for  additional  messages,  the  amount  per  message  decreasing 
as  the  number  of  meesagee  increases.  The  rates  in  New  York  range  nom  f24  per 
year  up  for  exchange  services.  There  are  also  rates  for  supplemental  stations,  some 
of  them  being  as  low  as  $S.  In  Manhattan  the  rate  is  (60  a  year  for  600  meeeagee. 
Additional  messages  arecharged  at  from  6  cents  down  to  3  cents  each,  being  arranged 
BO  that  the  trafflc-carrying  capacity  of  a  subscriber's  line  in  New  York  piacticslly 
limits  the  total  rate  which  be  mignt  pay  in  most  cases  to  $240  a  year,  in  Harlem 
there  is  a  rate  by  which  the  subwiriber  pays  5  cents  for  a  Harlem  meesage  and  10 
cents  to  any  other  part  of  Manhattan  or  Uie  Bronx,  guaranteeing  the  company  $3.26 
a  month,  or$35ayear,  from  the  combined  business.  The  messE^e-rate  plan  has  been 
worked  out  also  m  a  way  adapted  to  business  concerns.  A  small  switch  board  is 
located  on  the  subscriber's  premises,  and  in  the  various  parts  of  his  building,  where 
he  may  desire  them,  telepnones  ore  located.  The  rate  is  $12  a  year  for  each.  A 
trunk  line  runs  to  the  nearest  centra)  office,  which  is  paid  for  at  the  rate  of  $36  a 
year.  The  subscriber  guarantees  3,600  messages  a  year,  and  may  send  all  the  mea- 
sles he  pleases  for  3  cents  each.  'This  system  has  proved  very  popular.  At  present 
the  New  York  company  is  operating  more  than  1,200  such  private  exchanges.  In 
hotels  the  rates  for  stations  in  connection  with  a  private  branch  exchange  are  from  $8 
to  $12  per  year  per  station.  The  average  annuaT  rate  actually  paid  by  all  subscribers 
in  the  city  of  New  York  under  the  messt^-rate  system  was  on  the  first  of  the  year 
1900  $87.62.  At  present,  June  16,  1901,  it  is  about  $85.  This  includes  all  stations, 
even  the  $240  flat-rate  stations.  At  the  pay  stations  the  rate  ia  10  cents  per  menage 
to  any  part  of  Manhattan,  S  cents  of  which  goes  to  the  company.  The  rapid  dev^- 
opment  of  telephone  business  in  New  York  City  shows  that  the  rates  and  service  are 
generally  satisfactory  to  the  pablic,  and  there  is  no  demand  for  a  revision  or  rednclJon 
of  rates,     (780,  781,782.) 

5.  Tdephont  frarJ^t. — Mr.  Bbthbll  testifies  that  the  Stale  of  New  York  in  adopting 
its  new  constitution  provided  that  the  giving  of  franks  to  public  officials  should  be 
prohibited,  and  since  the  adoption  of  that  constitution  no  frank  has  ever  been  issued 
to  any  official  for  telephoning.  The  constitution  would  interiere  with  the  Bell  Tele- 
phone Company  ^ving  free  service  to  any  official  or  politician  of  the  Btate,  and  would 
prevent  any  discnminatjon  in  favor  of  any  person.  The  city  of  New  York  itself  has 
to  pay  for  its  telephones.  There  may  be  a  little  courtesy  occasionally  shown  the 
pofice  and  fire  department,  but  speaking  generally  the  service  has  to  be  paid  for  at 
the  same  rates.     (810,  812.) 

C  Comparison  of  American  and  European  telephone  rate*  and 
condition*— 1.  GeneraSy. — ^The  statements  of  Professor  Passohs  as  to  local  tele- 
phone rates  have  already  been  referred  to.  For  the  long-distance  telephone,  con- 
tinues this  witness,  the  rates  in  this  country  are  very  much  higher  than  they  were 
in  Europe.  As  an  instance,  the  rate  from  Philadelphia  to  Washington  is  $1.2S  for 
5  minutes.  In  England  the  rate  for  the  same  distance  would  be  48  cents  and  in 
France  30  cente. 

"They  have  a  distance  rate  in  France  of  10centsfor62  miles  and  in  England  6  cents 

is  pence)  for  the  first  20  milee — any  towns  within  20  miles — and  12  cents  [or  6  pence) 
or  towns  within  40  miles,  and  12  cents  for  each  40  miles  afterwards.  New  York  is 
228  miles  from  here  ( Washington^)  and  the  chaige  is  $2.  In  England  it  would  be  72 
cents  and  in  France  40.  Boston  is  417  miles  away;  *  •  •  the  telephone  rate  is 
$4.  In  England  it  would  be  $1.30  and  in  France  70  cents.  Chicago,  716  miles;  the 
rate  is  $4.25,  England  $2.16,  France  $1.20.  Richmond  is  llfl  miles  away;  our  rate  is 
75  cents,  England  36  cents,  France  20  cents.  New  Orleans  is  1,116  miles;  ourrateis 
$6.35,  England  $3,16,  France  $1.90.  *  •  •  The  English  distance  tariff  is  from 
one-half  to  one-third  of  ours  and  the  French  from  one-third  to  one-sixth  of  ours." 

The  services  of  the  telephone  in  other  countries  where  the  system  is  public  is  br 
superior  in  its  coordination  with  the  poet-office  and  telegraph  to  what  it  is  in  this 
country.    In  some  countries  letters  and  telf^mph  messages  can  be  telephoned. 
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Mr.  Haix,  of  the  American  Telef^ph  and  Telephone  Computy,  sa^  that  the 
development  o(  the  telephone  induBtry  in  America  ia  greater  than  that  in  Europe. 
Thechaigeefor  service  are  higherherethan  in  Europe,  butthereareeomaoydifferent 
conditions  that  it  isalmost  impoerabletomakeafaircomparieon.  The  greatest  aiogle 
[actor  in  the  problem  is  the  low  cost  of  labor  in  Europe.  Cbai^cee  for  long-distance 
service  in  Gennany,  if  one  demree  prompt  service,  are  eometimeti  ae  much  aa  three 
times  tbe  regular  rate.  In  Sweden  double  rates  are  chanted  for  pronript  service.  In 
Holland  the  regular  ecbedole  is  doubled  between  noon  and  4  p.  m.  The  trunk  lines 
provided  in  Europe  are  very  limits,  and  one  does  not  know  when  he  will  be  served 
nnlesshe  ofiere  in  advance  to  pay  two  or  three  times  the  regular  rate.  In  England  a 
customer  is  absolutely  limits  to  a  three-minute  talk,  no  matter  how  much  he 
desires  to  use  the  instrument  longer,     [8IS-819.) 

Summing  up  the  results  of  his  comparison  of  the  American  and  Earopean  systems 
of  telephones  (see  below),  Mr.  Bbthxij.  said  the  cheapest  and  poorest  conditions  are 
obtained  through  Grovemment  and  municipal  ownership;  the  next  best  conditions 
under  private  ownership  with  Government  control,  and  the  beet  conditions  are 
obtained  where  there  is  unrestricted  private  ownership.  There  are  20  American  and 
44  European  cities  with  200,000  or  more  population.  In  the  American  group  there 
are  21  telephones  per  1,000  population;  in  the  European  13  telephones  per  1,000  pop- 
ulation. Among  cities  of  1,000,000  or  more.  New  York  stands  at  the  top,  with  twice 
as  many  telephones  per  capita  as  any  other  city  in  its  class  except  Berlin,  which  has 
been  favored  by  the  Government  in  the  matter  of  rates.  Of  the  citiee  of  600,000 1« 
1,000,000  Boston  is  at  the  top,  with  twice  as  many  as  any  European  city  except  Ham- 
bure,  and  almost  twice  as  many  as  that  Of  the  cities  that  run  from  200,000  to  500,000 
Stockholm  is  at  tbe  top,  with  Ban  Fiancisco  a  close  second.  The  European  small 
towns  have  shown  a  most  insignificant  development  and  the  American  small  towns 
a  great  development  "The  English  and  American  maxim  is  that  whatever  can  be 
done  without  Government  should  be  thus  done.  The  continental  principle  is  that 
whatever  can  be  done  by  Government  should  be  done."     (807.) 

Professor  Pabsonb,  in  a  supplementary  affidavit,  says  that  the  comparison  made  by 
Mr,  BefJiell  as  to  the  telephone  developments  of  Che  various  citiee  and  countries  is 
entirely  unfair,  because  he  selects  carefully  American  cities  where  service  is  most 
highly  developed.  The  fact  that  New  York  City  has  26  telephones  per  1,000  people 
while  Paris  has  13  per  thousand  proves  nothing  as  to  public  ownership,  because  tliere 
is  even  a  greater  difference  in  favorof  New  York  in  respect  to  transit  and  other  inter- 
ests which  are  private  in  both  cities.  Moreover,  in  Mr.  Bethell's  comparison  the 
heart  of  New  York  is  selected  for  comparison  with  all  Paris,  instead  of  taking  the 
whole  city  of  Greater  New  York.  A  fairer  comparison  would  be  between  London's 
7  telephones  per  1,000  people,  under  private  ownerahip,  and  tbe  13  per  1,000  in  the 
public  eystem  of  Paris,  for  general  conditions  are  more  similar  in  London  and  P^ris 
than  in  New  York  and  Paris,  The  low  development  in  WaxBaw  and  Moscow  and 
other  similar  places  in  Europe  are  the  principal  factors  in  pulling  down  the  average 
of  the  Europ«m  cities  dealt  with  by  Mr.  Bettell, 

In  Greater  New  York  there  are  io  telephones  per  thousand  people;  Brooklyn,  1 1 
per  thousand;  Philadelphia,  16  per  thousand;  6t.  Louis,  17  per  thousand;  Warhine- 
ton,  14  per  thousand.  These  are  all  under  private  management.  Berlin,  with  pub- 
lic ownership,  has  25  per  thousand. 


Mr.  Parsons  critidses  especially  Mr,  Bethell's  comparison  of  Larch mont's  (N.  Y.) 
ITOtelephonesperthousana  with  Trondhiem's  (Sweden)  38  per  thousand,  Larchmont 
is  a  guilt-edged  residence  town  filled  with  wealthy  New  Yorkers,  while  Trend hj em  is 
a  city  of  more  than  30,000  people  of  various  elates.  A  fairer  comparison  would  be 
with  Chester,  Pa.,  with  34,000  population  and  only  6  telephones  per  thousand;  or 
Camden,  with  10  telephones  per  thousand;  Trenton,  with  ISper  thousand;  Wilming- 
ton, Del.,  with  14  per  thousand.  Mr.  Bethell's  statementsin  reference  to  the  telephone 
Byatem  of  Stockholm  are  misleading.  In  that  city  the  impulse  for  development 
came  from  the  Government  and  not  from  the  company,  as  Mr.  Bethell  indicates. 

The  truest  comparison  is  between  public  and  private  ownership  in  the  same  place. 
The  true  teat  of  telephone  development  is  not  the  number  of  telephones  in  a  few  of 
the  most  progresrive  cities,  but  tne  average  development  throughout  the  country. 
Tbe  variations  between  6  telephones  per  1,000  in  Chester,  and  7  in  London,  and  62 
In  San  Fiandscon,  and  170  in  lirchmont,  all  under  private  ownership,  are  much 
greater  than  the  difference  between  the  public  group  and  tbe  private  group.  A 
table  ot  compansons  of  tbe  principal  cities  of  the  United  States  and  Europe  is  sub- 
mitted in  Mr.  Paiaone'  affidavit  in  favor  of  his  argument     (883,  884. ) 

,  Hr.  Bethell  a^yB  that  in  comparii:^  New  York  conditions  with  European  condi- 
(KmsiCOnndendJonmustbegivenasto  whether  the  service  is  self-eustainine  and  also 
U  to  wages,  purchasing  power,  conditions  of  living,  and  other  matters  of  tliat  kind. 
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There  is  no  common  bctor  between  the  New  York  and  European  conditions  to  make 
the  comparieon  simple.  The  proper  method  of  fixing  ratae  is  that  the  amonnt  to  be 
paid  by  the  telephone  Hubecriber  m  a  lu^  city  shoufd  be  more  than  that  to  be  paid 
by  the  Bubecriber  in  a  email  town.  This  ia  the  almost  universal  practice  by  private 
companies  and  governments,  except  Switzerland  and  Sweden.  The  comparisons 
given  below  are  based  on  public  documents  or  on  personal  observaUon,     (7S5,  787.) 

In  tiie  report  of  the  president  of  the  American  Telegraph  and  Telephone  Com- 
pany there  le  a  comparison  ot  telephone  development  m  the  United  Statee  with 
the  countries  of  Europe,  which  shows  that  the  German  Empire,  with  229,391  sta- 
tions, comes  next  to  tne  United  States  in  telephone  developmenL  Then  follows, 
in  the  order  named,  Great  Britain,  Sweden,  FrBnce,  Switzerland,  Austria,  Russia, 
and  Norway.  The  United  States,  with  600,000  stations,  has  a  greater  development 
than  all  the  countries  of  continental  Enrope  combined.     (822.) 

2.  JiUphonee  in  Great  Britain. — Professor  Bams  stated  that  in  England  he  had 
found  the  municipal  operation  of  telephones  extending  very  rapidly.  In  Glasgow 
and  London  munidnal  operation  is  soon  to  be^n  and  the  charges  will  be  scarcely 
more  than  one-half  tnose  of  the  private  companies.  The  National  Government  owns 
the  trunk  lines  in  England  connecting  the  various  cities,  while  the  munidpaiities 
will  construct  plants  for  their  districts.  Much  confidence  is  expresBed  by  the  people 
in  the  result.  In  Norway  and  Sweden,  and  some  portions  of  Germany,  where  there 
is  public  management  of^  the  telephones,  the  result  had  been  entirely  satiofectery. 
(1004.) 

Mr.  Bbthell  testified  that  in  Great  Britain  the  telephone  was  held  by  the  courts 
to  go  under  the  telegraph  act  of  1869,  which  made  the  tel^raph  a  Government  monop 
oly.  Under  this  decision  the  postmaster-geneid  hod  an  exclujjive  right  to  provide 
the  telephones,  but  being  unwilling  or  unpret>ared  to  do  so,  he  granted  licenses  to 
various  private  companiee,  limiting  the  operation  of  each  to  a  specified  area,  and  pro- 
viding for  the  payment  of  a  royalty  te  the  Government  of  10  per  cent  of  the  gross 
receipts.  All  these  licensee  were  made  to  expire  in  1911.  The  restrictions  to  speci- 
fi«i  area  prevented  intemrban  communication  and  proved  most  unsatisfactory,  and 
in  1894  otner  licenSEe,  which  removed  the  restrictions  and  llmitetiona  as  to  the  area 
in  which  the  licensed  company  could  operate,  were  granted.  As  a  result,  trunk  lines 
were  very  rapidly  built  between  the  several  telephoue  centers  and  the  long-distence 
businesB  grew  up.  For  a  time  the  poet-offlce  endeavored  to  establish  a  competing 
system,  but  met  with  no  success,  notwithstanding  the  fact  that  it  was  taking  10  per 
cent  out  of  the  earnings  of  the  private  company  as  a  royalty.  Thetiovernment  com- 
peting exchanges  have  entirely  disappeared,  with  the  exception  of  those  at  Newcastle 
and  £eice8ter.  In  1898  the  National  Telephone  Company  was  formed  and  it  now 
operates  all  over  Great  Britwn,    The  rates  have  been  reduced  practically  t"     " 


ha^  of  what  they  formerly  were.  The  concentnition  under  private  management  has 
produced  better  results  uian  under  Government  management  The  r^uction  in 
mtea  is  accouoted  for  by  the  fact  that  there  were  economies  through  concentrated 
management  and  uniformity  of  methods  which  could  not  be  practiced  before.  In 
London  and  Ula^ow  the  local  authorities  persistently  refused  to  permit  the  substitu- 
tion of  underground  for  overhead  wires,  and  the  coinpany  is  unable  therefore  to 
render  efficient  and  satisfactory  service.  In  1899  the  f^Lish  Parliament  voted  the 
necessary  funds  to  enable  the  Government  to  begin  competition  in  London  and 
empowered  the  poetmaster^eneral  to  grant  licensee  to  municipalities  to  construct 
ana  operate  their  own  systems.  It  was  stipulated  in  the  law  that  whenever  the 
postmaster-general  licenF«d  a  municipal  competitor  the  National  company's  license 
should  be  extended  for  a  like  time.  The  post-office  is  now  constructmg  its  plants 
and  will  probably  begin  rendering  service  in  London  before  the  end  of  the  year  1901. 
Glasgow  has  alr^dy  opened  an  exchange,  but  the  movement  has  not  yet  proceeded 
far  enough  to  produce  any  results.  The  dissatisfacCJon  in  respect  to  rates  and  the 
lack  of  service  were  the  moving  causes  on  the  part  of  the  British  Parliament  in  enact- 
ing this  law.  Mr.  Bethell  quotes  numerous  authorities  to  the  effect  that  the  service 
in  England  was  not  so  efficient  as  in  the  United  States;  but  savs  that  the  develop- 
ment in  Great  Britain  was  far  in  excess  of  that  attained  on  tne  Continent  under 
Government  ownership.  On  January  1,  1901,  London  bad  41,111  telephonea,  or  7 
per  1,000  population.  New  York  at  the  same  time  had  26  telephones  per  1,000. 
Among  large  cities  in  Europe,  London's  development  is  exceeded  only  by  that  of 
Beriin. 

The  rates  in  England,  generally  speaking,  are  flat,  but  a  committee  of  Parliament 
in  1895  reported  in  favor  of  the  message-rate  system.  The  London  rates  for  direct- 
line  business  service  is  (100,  the  residence  rates  |60,  with  discounts  for  long  t 
___._..•_     mi._   «_,,  —  1        -jpanyhf     "  •-     -   » -    >      


DIGBBT: — THE   TELEPHONE   BUSINESS.  OOXXXy 

1900  showed  $3,840,000  carried  forward  in  that  year.  The  average  rate  in  London 
approzimates  (72.  Inaemach  fts  there  ie  a  great  difference  in  wages,  the  witneee 
tDinks  the  New  York  rate  ib  in  reality  lower  t£an  the  London  rate.  The  wages  of 
the  company's  operators  in  London  vary  from  So.  to  178.  per  week.  Lady  superin- 
tendents receive  about  2  guineas  per  week  and  wire-men  6b.  a  day.  The  other  pay 
per  week  for  the  operators  in  Glasgow  is  9s.  4d.  New  York  wages  average  double 
those  in  London. 

Mr.  Bethell  says  further,  that  private  companies  opetatiDg  telephones  in  Great 
Britain  have  been  constantly  hampered  by  the  Government,  so  that  any  deficiency 
in  the  service  or  any  unduly  high  charges  are  chiefly  to  be  attributed  to  this  policy. 
The  witness  quotes  from  a  writer  in  the  London  Times,  from  a  speech  of  Mr.  Arthar 
Cliamberlin,  as  well  as  from  articles  by  2  English  telephone  experts,  all  to  the 
effect  that  the  Government  had  impeded  the  private  companies  in  many  ways.  The 
Government  royalty  upon  the  use  of  the  telephone  is  considered  unjust  by  some  of 
these  English  authorities.  They  assert  further  that  the  British  have  had  to  borrow 
their  laventions  and  improvements  in  telephones  from  the  United  States.  Obstruc- 
tion has  been  due  not  only  to  the  action  of  Parlianient  and  of  the  central  executive 
authorities,  but  also  to  action  of  municipal  governments.  An  officer  of  the  National 
Telephone  Company  is  quoted  as  saying  that  the  history  of  the  telephone  branch  of 
electrical  engineering  has  been  one  long  fight  by  the  company  to  be  allowed  to  serve 
the  public  properly.     (797-803.) 

3.  TtlepkoM  eondiiiong  in  Qermany—Wr.  Betbkll  testifies  that  in  Germany  patents 
were  never  allowed  for  a  telephone,  and  the  Government  had  monopolized  the  busi- 
ness from  tho  beginning.  It  is  now  operated  as  a  part  of  the  postal-telegraph  system. 
There  has  t>een  a  very  large  development  in  Germany,  especially  in  lai^e  cities  which 
have  been  favored  by  the  German  rate  policy.  Until  recently  there  were  uniform 
rates  throughout  the  Empire.  There  are  720  telephone  centers  in  Germany,  and 
Berlin  alone  has  25  per  cent  of  the  total  stations.  At  the  banning  of  this  year  1001 
Berlin  had  47,68«  telephones.  Up  to  1899  the  service  was  rendered  only  from  7  in 
the  morning  until  10  m  the  evening.  Since  that  time  a  night  service  has  been 
intitalled,  but  there  at«  extra  charges  for  night  calls.  The  lines  are  lugelv  single 
wires  and  a  very  large  percentage  of  them  are  etill  over  bead.  In  Berlin  tne  sub- 
scriber has  to  do  a  greet  deal  of  his  own  operating;  that  is  to  say,  he  calls  the  nearest 
central  office  and  must  work  his  own  way  from  that  office  to  the  next,  and  so  on. 
On  the  whole,  the  Berlin  service  is  not  to  be  compared  with  the  New  York  service, 
but  it  is  apparently  satisfactory  to  the  Berlin  public. 

The  uniform  rate  in  Germany  prior  to  April  1,  1900,  was  $37.60.  At  that  time 
flat  rates,  varying  from  $16  to  $46,  and  minimum  message  rates  from  $20  to  $30,  were 
put  into  force,  the  rat«B  now  differing  with  the  size  of  the  town.  Since  that  time 
the  development  in  the  smaller  towns  has  been  more  rapid.  The  administration 
many  times  reported  to  the  German  Parliament  that  the  Berlin  system  did  not  pay, 
with  the  result  that  the  rate  in  1899  was  increased  20  per  cent— to  $46,  The  postal 
t«tegraph  and  telephone  accounts  are  all  merged  t^^ther.  Wages,  rents,  and  almost 
all  other  items  that  enter  into  the  cost  of  furnishing  telephone  service  range  from 
2  te  4  times  as  high  in  New  York  as  in  Berlin.  Considering  the  character  and 
amount  of  service  and  the  purchasing  power  of  money,  the  rates  in  New  York  are 
lower  than  in  Berlin.  In  Bavaria  the  telephone  system  is  operated  separately  from 
the  imperial  system  by  the  telegraph  department  of  that  Kingdom.  They  have  the 
same  rates  and  the  same  policy  as  to  rates  as  exist  in  other  parts  of  the  German 
Empire,  and  the  general  condiUons  are  about  the  same.  The  plants  and  the  service 
m  Munich  ore  much  better  than  in  Berlin.     (791-793.) 

4.  Tdeplume  condition*  in  Aiutria-HuTipary. — Mr.  Bsfhell  says  that  private  com- 
panies conducted  the  telephone  in  Austria  until  1894  and  1S95.  Then  the  Govern- 
ment purchased  the  plants,  and  since  then  has  run  the  business  as  a  monopoly. 
Ni'arly  all  the  development  is  to  be  found  in  the  greater  citiee  in  Austria,  chiefly  in 
Vienna,  and  in  Hungary,  chiefly  in  Budapest.  The  Vienna  plant  was  bought  by  the 
Government  on  a  valuation  fixed  by  experts.  The  Government  took  possession  of 
it  on  the  1st  of  January,  1895,  at  a  cost  of  $1,600,000.  There  were  between  7,000  and 
8,000  stations.  In  November  of  that  year  the  Government  b^on  the  construction  of 
a  newplant,  and  has  expended  $1,200,000  on  it  up  to  this  time.  The  number  of  sta- 
tions in  Vienna  is  about  13,326,  and  in  all  Austria  there  are  31,902  telephones. 
Vienna's  population  is  substantially  the  same  as  that  of  Chicago,  but  Chicago  has 
more  than  twice  as  many  telephones.  When  the  private  company  operated  the  sys- 
tem, the  Vienna  flat  rate  was  $40,  and  it  has  continued  the  same.  Elsewhere  in  Aus- 
tria there  is  what  is  known  as  the  installation  charge  or  entrance  fee  of  $40  per  kilo- 
meter of  line,  plus  $20  per  year.  The  wages  are  low — operators  receiving  from  $1.80 
to  $3.40  per  week  and  linemen  about  $5  a  week.    In  Vienna  the  telephone  busLneas 
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sofiered  very  greatly  becauae  of  the  fact  that  for  3  yean  the  Aaatrian  Parliament 
did  not  meet  and  no  appropriatione  could  be  made  for  its  support. 

In  Hung&ry  there  is  no  development  outside  of  Budapest  worth  speaking  of.  In 
this  city,  with  a  population  of  729,000,  there  are  5,796  telephones.  With  the  excep- 
tion of  Moscow  ana  Warsaw,  in  Russia,  Budapest  has  the  lowest  telephone  develop- 
ment among  cities  of  its  size  or  larger.  The  people  in  Budapest  are  very  progressive, 
the  city  having  been  practically  reconstructed  in  recent  years.  Magnificent  buildings 
have  been  erected,  and  the  first  electrical  underground  railroad  in  the  world  was 
constructed  there.  Yet  the  telephone  plant  is  autiquated  and  the  service  is  inferior. 
The  rates  are  the  same  as  in  Vienna  and  wages  are  even  lower  than  in  Vienna.     (Ttll.) 

5.  Telephone  eondiliom  in  France. — Mr.  BmiELi.  states  that  up  to  1889  the  tele- 

C>ne  industry  in  France  was  operated  by  a  private  company.  Since  that  time  it 
been  a  Government  monopoly.  The  devetc^ment  outside  of  Paris  is  practically 
nothing.  There  are  more  telephones  in  New  York  than  in  the  whole  of  France. 
Comparing  the  lai^  citiee  of  France  with  cities  of  practically  the  same  size  in  the 
United  SUtes,  Mr.  Bethell  sa^s  that  the  American  cities  have  from  4  to  5  times 
as  many  telephone  stations  as  in  Fisnce.  There  is  a  very  large  development,  rela- 
tively, in  Pans,  which  has  33,000  telephones  to  2,536,000  ^ple,  due  in  a  great  meas- 
ure to  the  inferiority  of  other  meansof  communication.  The  rates  are  now  relatively 
low,  and  the  system  is  technically  tar  behind  the  times.  There  are  few  modem 
appliances,  much  of  the  old  apparatus  used  by  the  company  before  the  Government 
took  hold  of  the  company  being  still  in  service.  Except  possibly  in  Belgium,  it  would 
be  difficult  to  find  a  less  efficient  service  in  any  large  European  city  than  is  found  in 
Paris.  The  subscriber  is  required  to  buy  his  own  instrument,  and  as  tjie  Government 
has  approved  6O0  styles  of  instruments,  fromwhichhemayselect  anyone,  it  is  readily 
seen  tliat  there  is  no  such  thing  as  uniformity  of  instruments  in  the  telephone  service. 
There  is  a  very  lax  discipline  among  the  employees,  because  they  are  all  civil-eervioe 
employees.  The  provincial  conditions  outside  of  Paris  are  very  much  worse  than  ii 
......        m,.  ....,,..,       .,  .  .    ■  ,  p^y 
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be  reduced  to  $60  a  year,  if  the  plant  can  be  provided  by  that  time.  The  French 
rates  do  not  include  the  original  cost  of  the  instrument,  or  of  a  line  from  an  under- 

S round  cable,  which  is  in  the  sewer.  If  the  subscriber  is  beyond  the  fortifications 
e  must  pay  for  the  whole  cost  of  construction  beyond  that  point.  In  a  town  out- 
side of  Paris  the  flat  rates  range  from  $30  to  |60  per  ye&r.  The  operators  in  f^wice 
get  about  $6  per  week,  and  the  linemen  and  mechanics  $7.20  to  $8,50  a  week,  with 
10  hours  a  day.  There  are  no  separate  telephone  accounts,  as  distinguished  from 
the  post-offi(«  system,  and  it  is  impossible  to  say  whether  the  service  is  self-sustaining 
or  not,  but  considering  the  low  wages  and  other  differences,  the  Paris  rate  is  abso- 
lutely higher  than  the  New  York  rat«.     (787, 788. ) 

6.  Tel^hone  eonditiont  in  SwiUerland. — Mr.  Bethell  testifies  that  in  1900  there  were 
38,864  telephones  in  use  in  Switzerland.  Zurich,  the  laigest  city,  with  a  population 
of  152,000,  has  6,000  telephones.  The  Government  operates  the  system  at  present 
Rates  are  uniform  without  regard  to  difierence  in  size  of  places.  For  the  flrat  year 
the  subscriber  pays  $20,  for  the  second  ^ear  $14,  and  after  that  $8  a  year  for  the 

firivilege  of  having  a  telephone.  There  is  an  additional  charge  of  1  cent  for  every 
ocal  message.  Mileage  at  the  rate  of  4}  frajics  per  100  meteie  ia  charged  for  the 
construction  of  the  subscriber's  line  for  every  distance  beyond  2  kilometers  from 
the  central  exchange.  In  the  larger  cities  these  extra  installation  charges  amount  to 
as  high  as  $150.  More  and  better  service  can  be  had  in  an^  of  the  American  towns 
and  cities  than  in  the  Swiss  towns.  The  telephone  plant  m  Switzerland  is  cheap, 
and  grounded  circuits  are  still  in  use.  There  has  been  a  very  small  outlay  for  main- 
tenance. The  postrofBce  collects  the  accounts.  Wages  are  low,  skilled  operators 
being  paid  $4,  wiremen  and  chief  operators  in  large  offices  $7,  linemen  $4.20  to  $6, 
and  foremen  $6.50  to  $8.40  per  week.  Wages  in  all  other  functions  in  Switzerland 
are  very  low.  The  telephone  receipts  in  1899  were  $1,007  Oil.  The  expenses  were 
$1,254,803,  being  125  per  cent  ot  the  earnings,  which  would  result  in  b«inkruptey  if 
it  were  a  private  concern.  The  responsibility  for  the  antiquated  conditions  in 
Switzerland  can  be  traced  to  politics.  The  telephone  has  practically  been  a  politi- 
cal plaything  in  Switzerland;  the  service  has  been  starved,  and  tiie  rates  run  down. 
(789,  790.) 

7.  Trlephone  eondilMn*  in  Btlffium. — Mr.  Bkthell  testifies  that  in  Belgium  the 
telephone  industrv  up  to  1889  or  1890  was  conducted  by  a  private  company,  and 
since  that  time  it  nas  Deen  a  Government  monopoly.  At  the  oeginning  of  the  y6ftr 
1001  there  were  14,920  telephones  in  the  whole  of  Belgium,  or  about  one-fourth  of 
the  number  in  New  York  City  alone.  In  Brussels,  which  has  a  population  of  660,000, 
t2iere  were  4,625  telephones;  in  Antwerp,  population  278,000,  2,602  telephones.    In 
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Keaentl,  the  plant  instslled  befora  the  conipaii}'  took  hold  of  the  office  is  atill  in  nee. 
The  central  office  equipment  is  completely  out  of  d&te  and  almoet  worn  out.  Single 
wires  or  grounded  circuits  are  generally  in  use,  but  work  ie  under  way  for  installing 
a  metallic  circuit  The  company  rates  were  adhered  to  as  to  the  grounded  circuits, 
but  tot  metallic  circuits  they  were  raised.  In  BroeeelB  and  Antwerp  the  grounded 
circuit  is  $60  and  the  metallic  circuit  170.  Elsewhere  ia  the  Kingdom  the  minimum 
rates  are  (25  for  ground  circuit,  f54  for  metallic  circuit.  Operators  get  from  $1.90  to 
|fi.77  per  week.  Belgium  ie  a  cheap  country  with  respect  to  labor.  Telephone 
accounts  are  not  separately  kept,  but  it  might  be  safe  to  say  that  the  system  la  self- 
sustaining,  becauBe  the  rates  are  bo  hish  and  the  system  ie  so  small  and  the  expense 
tor  maintenance  is  so  little.  The  telephone  development  nowhere  in  Europe  or 
America  is  as  poor  as  in  Belgium.     (788,  789. ) 

8.  Telephom  amdiHoiu  in  Sii}eden.—WT.  Bfthell  says  that  the  Swedish  Government 
has  no  monopoly  of  the  tel^psphs  or  telephones,  but  has  theadvantage  of  exclusive 
rights  over  State  highways.  Except  in  Stockholm,  the  telephone  industry  is  now 
conducted  excluflively  by  the  State.  The  development  of  the  telephone  in  Stockholm 
is  the  largest  among  cities  of  its  class  either  in  Europe  or  America,  with  the  possible 
exception  of  San  Francisco.  On  January  1, 1901,  it  had  69  telephones  per  1,000  pop- 
ulation. Thereisa  public  and  a  private  system  in  the  city,  which  have  been  in  active 
competition  since  1890.  The  privatecompanyhasat  least  two  stations  to  the  State's 
one.  Operators  are  piud  (1.95  to  |2.Q2  per  week;  linemen  and  mechanics  about  $6, 
and  foremen  about  $8.30  per  week.  In  the  entire  territory  in  and  around  Stockholm 
there  are  27,247  stations  and  573  employees,  or  1  employee  tor  every  47  stations,  as 
against  I  employee  for  17  stations  io  New  York.  The  private  company  and  the  Gov- 
ernment company  have  been  in  very  bitter  comjjetitioo,  with  the  result  that  rates 
have  been  placed  very  low.  The  shares  of  the  private  company  are  held  principally 
by  a  retired  manufacturer,  who  ie  satisfied  with  little  or  no  profit  in  order  to  sustain 
bis  battle  with  the  Government.  The  rates  arc  too  low  even  for  Sweden.  The  pri- 
vate telephone  company  has  obtained  the  right  to  work  telephones  within  a  system 
of  70  kilometers  radius  from  Stockholm,  but  may  not  extend  operations  outside  of 
that  circle.    The  Government  rates  in  Stockholm  are  much  lower  than  in  any  other 

irt  of  the  country.  If  the  telephone  does  not  pay,  the  Stat«  has  its  own  revenues 
jm  other  sources  to  fall  back  upon  if  necessary.  Thereare  now  7,000  or  more  sul)- 
scribers  who  have  to  take  both  teiephonee,  and  the  number  of  intercommunications 
amounted  last  year  to  1,099,837.  The  result  of  this  double  service  is  quite  annoying 
to  the  public,  and  causes  a  waste  of  capital  and  energy.  The  State  plant  ia  operated 
by  the  State  telephone  and  post  department,  and  has  an  exclusive  naht  of  way  over 
State  highways  and  on  Crown  property.  The  municipality  of  Stockholm  has  strongly 
supported  the  private  company  and  will  not  permit  the  Stal«  to  have  underground 
privileges  within  the  municipality.  The  Stato  discriminates  against  the  company 
over  ite  long-distance  lines  by  imposing  an  extra  charge  on  messages  originating  at 
the  company's  stations,  and  thus  forces  a  number  of  people  to  take  its  service  merely 
Io  avoid  theee  chaiyies.    This  accounts  tor  the  many  duplications  in  service.     Many 

Juotatione  from  writers  of  eminence  and  others  are  cited  by  Mr.  Betbell  to  support 
is  statement.     (803-807.) 

9.  Telephone  eonditumt  in  floHamf,— Mr.  Bkthkll  testifies  that  a  private  company 
conducted  the  telephone  industry  in  the  cities  of  Amsterdam  and  Rotterdam  until 
1896,  when  the  cities  obtained  franchises  from  the  State  for  25  years.  The  company's 
rate  was  $47.20.  The  municipal  rate  is  $36  yearly  at  residences  and  business  places 
and  $46  for  hotels,  reetaurante,  and  places  aoceesible  to  the  public,  plus  in  each  case 
an  installation  charge  of  $10.  Under  its  franchise  the  company  had  been  required 
to  pay  the  city  21  per  cent  of  its  gro«s  receipts.  In  1894  tiiis  tax  amounted  to 
$17,125.22.  In  1898  the  city  treasury  received  from  the  telephone  industry  only 
$20,000.  The  sUght  increase  in  receipts  was  more  than  an  offset  lor  the  increase  in  the 
community's  general  expense  due  to  the  telephone  operations.  Whatever  reduction 
in  charges  was  made  benefited  the  subscribers  at  the  expense  of  the  general  tax- 
Myer.  At  The  Hague  the  telephone  is  conducted  by  private  enterprise  at  a  rate  of 
$24  a  year.  Ia  Amsterdam  the  service  is  better  now  than  under  the  company's 
administration,  but  it  is  not  so  much  that  the  present  service  ia  especially  good  as  that 
the  former  was  inferior.  The  service  now  is  not  so  good  as  that  rendered  in  private 
companies  in  Scandinavia  or  the  United  States.  It  is  entirely  inadequate  for  so  large 
acity.  The  operators  in  Amsterdam  receive  from  $2  to  $4  per  week,  linemen  $6.40 
to$8  per  week,  10  hours  per  day.  The  plant  was  developed  50  per  cent  in  the  3 
years  foHowing  the  taking  of  it  by  the  Government,  but  compared  with  that  in  cities 
of  the  same  rank  in  this  country  or  Europe  where  privat*  companies  operate,  the 
development  was  insignificant  There  are  4,492  telephones,  8.7  per  1,000  popula- 
tion. Boston,  with  a  population  substantially  the  same,  has  42.3  per  1,000  popula- 
tion, while  Manchester,  England,  has  19.6  and  Liverpool  20.1  per  1,000  population. 
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The  development  of  the  Bervice  in  the  Huburbe  of  AmBterdHm  is  practicftlly  nothing, 
because  the  rates  are  bo  high  in  anch  territory  tu  to  deter  anyone  from  ueiog  it. 
Rotterdam  and  Ameterdam  lie  very  close  bother  and  their  interests  are  closely 
united,  yet  each  municipality  ie  proceeding  m  different  ways,  different  stylee  of 
equipment  and  ennneering  methods,  and  different  rates  being  oSered  to  the  public 
Tne  traffic  ie  light  oecanse  there  are  so  few  places  where  the  subscriber  can  reach. 
The  cost  per  station  in  Amsterdam,  includiog  working  expenses,  interest,  and  depre- 
ciation, was  less  than  the  New  York  company's  outlay  per  station  for  labor  alone  in 
the  year.  At  Botterdam  the  rates  range  from  926.40  to  $38.40  per  year,  plus  an 
installation  charge  of  $30.  In  1896  there  were  100  telephones  and  at  the  first  of  the 
year  1901  3,089,  or  about  10  telephones  per  1,000,  a  little  better  development  than 
that  of  Amsterdam.     (793-797. ) 

10.  Td^hone  conditions  in  Copenhagen. — Mr.  BsTHBM.teetified  that  the  telephones  in 
Gopenha^u's  suburbe  are  operated  by  a  private  company,  and  the  system  is  one  of 
the  best  in  Europe.  It  has  15,311  telepnonee,  or  49  per  thousand.  The  residence 
rate  is  $27,  and  hasinees  rates  from  $32.40  to  $^.00  per  year;  message  rates,  $13  per 
year  up.  Skilled  operators  are  paid  from  $2  to  a  little  over  $3  per  week;  linemen 
about  $5.70  per  week.  The  overhead  wire  plant  is  used,  but  is  now  being  gradually 
changed  to  the  metallic  circuit  undeivround.  The  central  office  plant  is  somewhat 
out  of  date,  but  plans  for  a  new  building  and  new  equipments  are  now  under  way. 
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atively  as  high  as  those  m  American  cities.     (803. ) 

D.  Lalrar  conditions.— Mr.  Bbtreli.  testifies  that  the  New  York  Telephone 
Company  has  3,615  employees  in  New  York  City,  and  the  pay  roll,  exclusive  of  officers' 
salanea,  is  more  than  $40,000  a  week.  Very  liberal  wages  are  paid.  The  hours  are 
reasonable,  and  the  conditions  which  surround  the  employees  are  the  best  that  any 
telephone  operators  in  the  world  enjoy.  The  employees  are  of  a  high  character. 
The  company  has  gone  to  a  very  large  expense  in  providing  rooms  for  ttie  comfort  of 
the  operators  when  they  are  oft  duty,  and  dining  rooms  where  the  company  fur- 
nishes tea,  coffee,  and  milk  free  of  charge.  The  average  wagee  of  all  employees  are 
about  $12  a  week  and  are  from  50  to  150  per  cent  higher  tnan  the  Ix)ndon  wages. 
The  trained  female  operator  in  New  York  is  paid  from  $8  to  $12  per  week.  When  a 
girl  is  first  employed  she  serves  a  period  of  apprenticeship,  and  is  paid  about  $3  a 
week.  As  soon  as  she  is  able  to  go  to  work  she  ie  advanced.  Linemen,  wiremen, 
and  inspectors  and  mechanics  are  paid  front  $12  to  $21  a  week.  Foremen  are  paid 
from  $18  to  $25  per  week.  The  hours  of  labor  tor  men  are  8  hours  a  day  in  New 
York.  The  )^rls  at  the  switch  boards  have  various  shifts.  An  operator  who  works 
■  n  Sunday  has  a  day  of  rest  with  pay  in  lieu  of  Sunday.  There  is  extra  pav  tor  Sun- 
" ■'  ■      ■    ■'    irdou-'    ■■ 


day  and  overtime,  the  rate  being  time  and  a  half  or  double  time.  There  is  a  night 
force  and  a  day  force,  and  the  arrangemente  are  such  that  the  operators  going  on 
early  in  the  morning  go  off  early  in  the  afternoon,  and  those  going  on  later  in  the 
morning  remain  later  in  the  afternoon.  They  have  an  hour  at  noon,  and  there  are 
2  rest  periods,  1  in  the  morning  and  1  at  night.  The  actual  employment  is  tram  8  to 
8J  hours  per  day.  The  telephone  traffic  is  very  light  during  the  night  and  up  until 
about  10  in  the  morning.  Trom  that  time  untif  12  it  increases  very  rapidly.  It 
slacks  again  during  the  lunch  hour,  and  in  the  afternoon  at  2  or  3  o'clock  it  goes  up 
to  a  very  high  pitch,  and  off  again  toward  evening.  More  operators  are  on  duty  dur. 
ing  the  busy  hours  than  during  the  slack  hours. 


ipany  has  never  had  a  strike  or  labor  trouble  of  any  sort.  It  endeavors  to 
BJiticipuie  the  demands  that  may  reasonably  he  made  of  it  and  never  has  any  griev- 
ance presented  from  any  body  oi  employees.  No  one  employed  by  the  company  can 
be  dismissed  except  for  cause,  and  tnen  only  with  the  approval  ot  the  officer  of  the 


rny,  and  the  wagee  paid  there 
thcNewYork  boardof  health 
reported  officially  that  he  found  all  the  conditions  under  which  the  operators  worked 
most  excellent,  and  that  he  found  no  ill  health  among  any  of  the  operators.  (783, 
784,  785.) 

For  further  comparisons  as  to  labor  conditions  see  under  Section  C. 

Professor  Parsons  in  an  affidavit  criticises  the  statement  ot  Mr.  Bethell  with 
respect  to  the  wages  of  the  telephone  girls.  He  is  informed  on  high  authority  that 
in  the  smaller  cities  of  this  country  the  telephone  girl  receives  only  $10  or  $12  a 
month,  $16  being  considered  good  pay.  The  comparison  made  by  Mr.  Bethell  of  the 
wages  of  the  telephone  emplojjees  m  New  York  City  with  the  wages  of  the  employees 
in  foreign  cities  was  very  unhur,  because  New  York  is  recognised  as  the  hign-wago 
center  of  the  country.     (883.) 


DiaXBT: — MUNICIPAL   PUBLIC   UTILITIES.  CCMXIX 

XV.  MUNICIPAL  PUBLIC  vtuxubb. 

A.  General  dliciualoD  of  resalBtloD  and  public  oivnenhlp.— 

,  Importance  of  problem. — IVifesBor  Edward  W.  Bbmis,  of  the  Bareau  of  Economic 
Research,  aaya  that  the  problem  of  municipal  pablic  utilities  ie  mode  importaut  by 
the  fact  that  competition  has  broken  down  under  them  and  that  they  are  virtually 


monopolies.  The  eame  problems  are  already  confronting  us  in  cities  as  will  later 
become  conspicnoua  regarding  railroads,  and  the  experience  in  the  numagement  c' 
public  utilities  in  cities  will  be  a  valuable  leeson.    The  magnitude  of  the  probler 


may  be  judged  from  the  bu^t  that  the  capital  of  the  privately  owned  water,  gas,  and 
electric  ptante  in  the  country  is  nearly  f  1,400,000,000,  while  the  capital  of  etreet  rail- 
ways is  11,800,000,000.  The  further  fact  that  certain  Byndicatea  and  individuals  are 
getting  controlling  interests  in  the  street  railway,  gas,  and  electric-light  companies  of 
very  many  different  cities  increases  the  importance  of  the  problem.     (86-87.) 

2.  Tendency  of  public  ulUitia  Unrard  monopoly. — ProfesHor  Bbmis  declares  that  com- 
petition in  the  street  railways,  electric  lignt,  and  water  supply  busjoess  has  almost 
entirely  broken  down.  Efforts  have  been  made  in  the  most  important  cities  in  this 
countrv  to  maintain  competing  companies,  but  in  nearly  every  instance  the  ezperi- 
roent  nas  ended  in  consolidation.  The  tendency  toward  consolidation  has  been 
sliKhtly  lese  marked  in  the  case  of  electric-light  companies,  but  consolidation  has 
still  gone  on  very  rapidly,  and  in  most  cities  street  lignting  and  household  lighting 
are  furnished  by  a  smgle  corporation,  although  large  establishments  are  often  able  to 
snpply  themBelvea  by  means  of  private  plants. 

Consolidation  of  ^lantsof  this  sort  results  in  ^reat  economies.  There  is  a  saving  in 
office  force,  in  avoiding  the  dnpliration  of  mains,  pipes,  and  wires,  in  the  collection 
of  bills,  and  in  other  ways.     (87,100.) 

3.  Omtiilidation  of  planU  of  tame  or  timiiar  diaraeUr. — Professor  Bkm la  says  that  in 
recent  years  there  has  been  a  marked  tendency  toward  the  concentration  of  owner- 
ship of  plants  in  different  dties  and  of  plants  of  different  cnaracter  in  the  Hame  city. 
Thus  in  New  York  City  the  Consolidated  Gas  Companv  increased  its  stock  in  July, 
1900,  to  (80,000,000,  and  bought  up  the  other  gas  and  electric  light  companies  of  that 
city.  The  same  syndicate  has  also  a  controlling  interest  in  the  Rtreet  surface  railways 
of  New  York,  although  the  elevated  roads  are  in  the  hands  of  a  different  syndicate. 
The  Elkins-Widener- Whitney  syndicate  also  controls  the  street  railways  of  Philadel- 
phia, Chicago,  and  a  rapidly  increasing  numberof  othercities.  Similarly,  the  United 
Gas  Improvement  Company  of  Philadelphia  has  a  controlling  interest  in  the  gas 
companies  of  over  40  ^fitferent  cities,  among  them  Jersey  City,  Kansas  City,  and 
Atlajita.  The  officers  of  the  Standard  Oil  Company  have  also  a  very  large  interext  in 
gas  and  street  railwav  enterprises  all  over  the  coimtry.  In  Chicago  the  snrfaoe  rail- 
roads and  several  of  the  elevated  railroads  have  been  at  times  in  the  past,  and  doubt- 
less will  be  in  the  future,  owned  by  a  single  syndicate.     (87,  100.) 

Mr.  Allbs  Ripley  Foots  advoiatea  the  consolidation  of  the  gas  and  electric-light 
plants  of  a  municipality,  and  also  the  consolidation  of  the  electric  street  railways  with 
the  electric-light  plants.  It  would  make  a  saving  in  the  cost  of  the  management  and 
would  cheapen  the  cost  to  the  consumer. 

In  dealing  with  a  consolidated  gyndicste,  however,  there  should  be  thorongh  qon- 
trol  of  capi&lization  to  prevent  stock  watering,  and  thorough  publicity  of  accounts. 
Without  such  system  of  public  accounting  consolidation  might  not  be  beneGcial  to 
anybody  but  the  syndicates  themselves,    (116,  117.) 

4.  Pouible  methotU  of  managing  vuhlicuMitiet. — Professor  Bekib  says  that  there  are 
threemethodsof  solving  the  proDlemof  municipal  public  utilities.  One  is  to  regulate 
theprivateoperationof  them;  anotlieriH  direct  public  ownership  and  operation,  while 
a  third  is  public  owneiship  with  private  operation.  Regulation  of  private  ownership 
has  been  meet  advanced  in  England  and  Massachusetts;  public  ownership  has  gone 
furthest  in  England,  while  the  system  of  public  ownerahip  and  private  operation 
scarcely  exists  in  the  United  States,  but  is  very  common  in  England.     (91.) 

5.  Ofmparitoa  of  public  and  private  oiimrrthip  of  municipal  utililiea. — Professor  Bbmis 
declares  that  there  ore  certain  evils  and  dangers  in  public  management  to  be  carefully 
guarded  against,  but  he  still  believes  that  pn^p-ess  lies  in  the  direction  of  public  man- 
agement of  municipal  utilities.  Private  companies  in  England  do  not  oppose  the 
public  as  they  do  here.  Since  the  Brooklyn  Bridge  Railway  has  been  taken  over  by 
private  mani^ement  there  is  a  great  deal  more  dissatisfaction  than  ever  before,  while 
under  public  management  formany  ^earsit  had  given  universal  satisfaction.    (102.) 

Professor  Bemis  holds  that. the  principle  of  municipal  ownership  of  gas,  electric 
tigbta,  and  street  railways  is  the  same  as  that  in  respect  of  water  supply,  which  is 
generally  considered  a  public  function,  but  that  it  is  more  a  ijuestion  ol  expediency 
as  to  how  East  we  Bhoiild  go  in  relation  to  tliose  ntilities.    He  does  not  believe  ail 
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induBtries  should  be  owned  and  controlled  bv  the  people,  but  where  competitioii 
breaks  down  of  its  own  weight  and  monopoly  tnus  reaulta,  then  the  public  mnat  con- 
trol it  in  some  way.  We  snoutd  be^  oy  learning  throuKh  pubhcitv  of  accounts 
what  profits  these  monopolies  are  making  and  by  seeing  what  can  be  done  through 
regulation  and  taxation;  but  experiments  in  municipal  operation  should  be  at  once 
undertaken  and  the  causes  of  success  or  failure  carefully  studied.     {97,  99. ) 

Mr.  FooTE  thinks  that  in  a  sense  the  socialistic  idea  is  the  basis  of  or  the  initial 
point  in  the  advocacy  of  municipal  ownership.  The  people  feel  that  the  public 
should  have  the  benefits  and  proflls,  it  there  are  any,  ia  the  operation  of  the  quaai- 

Eublic  plants,  and  that  private  coiporations  have  been  making  ezceeeive  profila  and 
ave  exercised  more  or  lees  venality,  not  only  in  the  securing  of  their  Cranchisee, 
but  also  in  the  operation  of  the  plants.     (113,  115.) 

Mr.  Foote  asserts  that  it  is  impoeaible  to  compsjo  the  results  of  a  monidpal  or 
political  monopoly  with  those  of  the  properly  supervised  private  industdal  monopoly. 
When  the  waterworks  are  under  private  ownership  everything  faaa  to  be  paid  for  by 
private  capital  in  the  way  of  extending  lines  and  making  improvements,  etc.,  and 
the  rates  have  to  be  sufficient  to  pay  all  operating  expenses  and  whatever  profit  is 
made.  If  the  municipalities  should  buy  theee  works,  they  would  frequently  reduce 
the  price  to  the  consumer,  but  would  make  up  the  difference  by  taxation.  They 
would  especially  extend  the  service  lines  and  charge  the  cost  to  special  improvement 
asaeesmente  on  property  rather  than  to  consnmets.    The  city  does  not  have  to  earn 

As  to  whether  there  is  any  advantage  in  municipal  owneiship,  aaeuming  honesty 
of  operation  in  both  cases  and  the  game  elements  oi  cost,  etc..  there  are  not  sufficient 
data  at  hand  to  reach  a  conclusion,  and  they  con  not  be  obtained  without  having 
the  accounts  of  the  manicipalities  and  quasi-public  corporations  public  and  uniform. 
The  witness,  however,  does  not  think  the  business  of  toe  municipalities  of  the  coun- 
try is  yet  sufficiently  developed  to  permit  the  satisfactory  operation  of  their  public 
utilities  by  the  taxpayers.  Aa  yet  it  always  coals  more  to  do  public  business  than  to 
do  private  business  of  the  same  nature.     (Ill,  113.) 

Mr.  Foote  says  further  that  if  it  were  possible  to  get  menmifficiently  patriotic  to 
work  for  the  people  as  a  whole  as  loyalty  as  they  would  in  their  own  business,  munic- 
ipal ownership  would  be  very  desirable;  but  such  a  condition  doee  not  exist,  and 
when  the  bctor  of  self-interest  is  eliminated  from  industrial  management  there  IB 
^ininated  at  the  same  time  the  factor  of  efficiency.  The  witnees  has  never  yet  seen 
an  industry  so  well  managed  b^  the  public  but  that  a  set  of  private  men,  having  the 
same  opportunities  in  the  details  of  the  management,  could  operate  it  and  make  a 
profit,  and  give  the  price  as  low,  if  not  lower.     (117.) 

Mr.  Foote  believes  however,  that  there  are  more  reasons  why  waterworks  should 
be  managed  tiy  municipalitiee  than  any  of  the  other  public  utilities,  because  there 
are  more  regulations  required  in  the  operation  of  these  plants  that  partake  of 
the  nature  of  police  regulations.  He  sees  no  reason,  indeed,  why  a  small  munici- 
pality might  not  operate  its  own  waterworks  plant  more  economically  than  a  private 
company,  because  in  a  small  plant  tiie  duties  of  tlie  officials  of  the  private  company 
would  be  so  light  that  to  pay.any  sort  of  salary  to  them  the  cost  of  operation  would 
be  high;  whereas,  if  the  plant  were  operated  by  a  municipality,  the  work  could  be 
performed  by  officials  of  the  municipality  who  had  other  municipal  duties  to  do. 
(119-121.) 

Mr.  Foote  says  that  if  the  theory  of  municipal  ownership  should  be  adopted  he 
would  recommend  the  management  by  the  municipality  of  every  public  ntUity 
where  an  economic  gain  could  be  made  to  the  public;  but  that  he  would  still  insist 
that  the  accounts  of  the  municipalities  should  be  kept  in  such  a  way  that  it  could 
always  be  asrertained  what  the  actual  cost  of  construction  and  of  the  management  of 
the  plant  would  be.  He  instances  several  cases  of  municipalities  owning  and  operat- 
ing cert^n  utilities  in  which  the  accounts  were  ho  kept  that  while  on  the  face  of  the 
records  there  seemed  to  be  great  economy  in  such  operation,  yet  as  a  matter  of 
fact  they  had  been  operating  lees  cheaply  than  a  private  corporation  could  have 
done.     (115.) 

6.  Polilicalefecta  oj  extengum ofpuHk  Mwiirffiwi.— Profe«or  Bbiiib  asserts  that  when- 
ever there  has  been  a  failure  of  any  municipal  public-service  plant,  such  failure  can 
be  traced  generally  to  the  spoils  system  in  politics  or  to  a  lack  of  general  buaineaB 
sense  in  the  councd,  which  has  led  to  the  selection  of  poor  mana^rs,  or  to  the  plant 
not  being  properly  equipped.  A  proper  reform  in  the  civil  service  would  show  the 
people  that  they  coufd  improve  the  government,  and  have  it  practically  useful  in  a 
cooperative  way,  by  cheapening  transportation,  fuelj  light,  telephone,  and  telegraph 
Hcrvice.  Moreover,  an  increase  in  puolic  functions  increases  the  popular  interest  in 
having  the  government  better  maoaged.     (99.) 
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Frofeesor  Bemia  thinks  tiie  efiOrta  of  the  influential  and  vealthr  componiee  to 
keep  their  own  old  tranchiaes,  or  get  better  ones,  or  to  eecape  their  share  of  taiation, 
are  a  potent  source  of  munidpal  cormption.  A  very  intellieent  employee  of  a  cer- 
tain gas  company  informed  him  that  all  the  employees  in  &t  companv  had  to  be 
recommendM  to  their  places  by  the  political  boss  of  their  precinct,  and  Lad  to  keep 
up  their  memberehip  in  the  political  organization  in  order  to  relam  their  positions. 
When  the  Philadelpnia  fiftfl  Worka  were  still  under  public  management,  tney  were 
buying  40  per  cent  of  their  gaa  tioux  a  private  company,  and  they  always  took  their 
emploveee  at  the  recommendation  of  the  Philadelphia  aldermen,  and  did  not  keep 
them  lon^r  than  they  could  help.  Their  motto  was:  "The  more  different  people 
we  can  hire  in  a  given  month  Uie  more  aldennen  n-e  can  please  the  more  tunes," 
It  would  be  easier  to  convince  the  people  of  the  need  of  oivil-eervice  reform  and 
bwdnesB  efficiency  than  it  would  be  to  ^et  rid  of  the  demoralization  connected  with 
tliis  relation  of  private  companies  to  legislative  and  administrative  bodies.     (102.) 

(Xoii  tfTvux  in  munidpal  <^ain. — Mr.  Foots  advocates  a  rigid  civil-aervice  reform 
in  munici{kal  affairs  in  case  municipalities  should  take  over  to  themselves  the  opera- 
tion of  their  public  utiiities.  He  believes  tliat  the  employees  engaged  in  operating 
Utilities  should  be  retained  for  life,  during  good  behavior.  The  witueea  declares  that 
he  ia  somewhat  different  from  the  averace  civil-aervice  reformer  in  that  he  does  not 
believe  it  is  of  any  interest  to  the  public  now  a  man  gets  his  position,  but  that  it  doea 
interest  the  public  what  he  does  after  he  gels  it.  Therefore  j^rimary  appointments 
shonld  be  made  in  any  way  that  would  aeem  beat — notneceesarily  by  examinatjona — 
but  there  ahould  be  a  probationary  period  of  aix  months  before  the  employee  goes 
upon  the  r^jular  roll.  Promotions  should  be  made  from  the  lower  to  the  higher 
grades  from  those  in  the  service,  and  not  from  the  outside,  thus  creating  a  atimulus 
for  efficient  work.     (118, 119.) 

7.  Propoted  legidaUoa  in  Oftio.— Mr.  Fooxk  States  that  in  the  State  of  Ohio  the 
municipal  code  commission  has  been  studying  the  question  for  two  years,  and  finally 
brought  in  a  bill  at  the  1900  session  of  the  l^islatiire  permitting  every  municipality 
in  the  Btate  to  own  and  operate  its  own  water-works,  gaa  works,  street  railways, 
telephone  svstem,  garbage  plant,  or  any  other  utility.  He  criticises  this  bill  because 
the  public  has  not  saf^iarded  the  grant  of  power  sufficiently.  Under  this  bili 
the  electors  might  vote  bonds  to  acquire  the  properties,  to  operate  them  by  tho 
municipal  government,  and  if  there  was  any  deficiency  of  revenue  as  the  result  of 
their  operation,  that  deficiency  should  be  entered  into  the  tax  list.  He  asserts  that 
it  would  be  a  very  easy  matter  under  such  a  system  to  have  innumerable  deficien- 
cies pilingup.  Thus,  in  the  case  of  street  railways  the  municipality  would  be  author- 
ized to  rednce  the  (are  to  a  very  low  figure,  and  create  a  deficiency;  and  thus  the 
general  public  wonld  t>e  made  to  pay  for  the  operation  of  the  road,  whereas  the  coi^ 
rect  principle  should  be  that  those  who  use  the  roads  should  pay  for  such  use. 
(119) 

8.  WxU  perpetual  franehUa  interfere  vnih  municipoi  ownerthipt — Professor  Bbmu 
believes  that  when  the  public  is  r^y  to  treat  the  companiea  having  what  is  known 
ae  perpetual  tranchiaea  aa  thev  treat  each  other  it  woula  be  a  very  easy  matter  to  find 
many  1^^  ways  to  get  rid  of  those  franchises  without  interfering  with  the  rights  of 
private  property.  There  are  certain  reserved  rights  poeaefised  by  the  people  which 
the  courts  would  rect^nize,  legislatures  could  r^ulate  the  charges  and  could  tax 
monopolistic  eaminga  by  special  forma  of  taxation.  The  witness  refers  to  the 
famous  perpetual  franchise  ^nted  to  Robert  Fulton  and  his  associates  to  operate 
steamboats  on  the  Hudson  River,  which  was  declared  unconstitutional  by  the 
Supreme  Court  of  the  United  States.     (99. ) 

9.  7Ti«  reialion  of  rmtnidpal  m/merikip  to  labor  conditions. — Professor  Buiia  aaya  that 
the  tendency  of  public  emplovment  is  to  improve  labor  conditions.  The  hours  of 
labor  are  usually  reduced.  The  municipalities  in  England  attempt  to  pay  the  stand- 
ard trade-union  rate  of  wages.  Tramways  when  operated  by  private  companies 
had  refuaed  to  recognize  unions  and  had  worked  their  men  very  long  houre;  nut  aa 
soon  aa  the  municij^ties  took  hold  of  the  plants,  union  wages  and  tioura,  etc.,  were 
introduced.     (96.) 

B.  Experience  ivltk  miiBlclpal  ownership  In  the  United  States. — 
1.  Extent  of  municipal  otcnerthip. — Professor  Brhib  says  that  there  is  no  instance  in 
the  United  States  of  public  ownership  of  street  railways  except  in  the  case  of  the 
railway  over  the  Brooklyn  bridge.  There  ia  a  rapidly  ^wing  number  of  electric- 
light  plants  owned  by  municipalities.  The  capitalisation  of  private  gaa  plants  is 
(330,346,274;  of  public  plants,  11,918,120.  Private  water  companies  have  a  capital- 
ization of  ¥270,752.468,  and  public  plants  are  valued  at  (513,652,568.     (87, 88. } 

2.  Etmltiof  municipal  owaerthip  of  voter  p^nta.— Professor  Bbmis  states  that  it  is 
difficult  to  study  the  water  question  aaliafactorily,  but  one  thing  iamostconspicuoaB,' 
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that  th«  chari^  ore  usnally  lower  under  public  auuiagement,  while  the  service  u 
better.  At  the  same  time  there  hu  been  a  reduction  of  fire  risks.  There  is  a  grow- 
ine  dedre  to  increase  the  number  of  municipal  waterworks.  The  city  of  New 
Oneans  is  the  only  instance  in  the  history  of  the  couDtir  of  the  vaterworke'  plant 

of  any  large  city,  originaJIy  started  in  public  hands,  going  back  to  private  o 

ship,  while  in  a  list  of  over  50  of  the  laiveet  cities  thero  are  ^  "   '  ' 


most  im^rtant  being  Ban  F»nciaca,  Omaha,  Lbs  Angeles,  and  Memphij). 

The  witness  further  states  that  he  has  known  a  great  manv  waterworks'  engineers. 
who  were  very  proud  of  the  fact  that  they  were  connectea  with  the  public  enter- 
prise, and  that  the  sentiment  is  almost  overwhelming  that  water  should  be  owned 
and  managed  by  the  community.     (97. ) 

FrofeSBOr  Parsons  aaserto  tiuit,  according  to  Baker's  Manual  of  American  Water 
Works,  charges  of  private  water  companies  in  the  United  States  average  43  per  cent 
above  thoee  of  public  waterworks.     (146.) 

3.  Munidpal  oumerthip  of  eUctric4ight  ptani*. — Profenor  Bbhts  says  that  there  is  a 
rapid  increase  in  the  extent  of  municipal  ownership  of  electric-light  plants  in  the 
United  States.  Atprosentthecapitalijationof  privately  owned  plants  ia$266, 181,920, 
and  the  cost  of  pubficly  owned  plants  is  $12,902,677,  but  the  private  plants  are  largely 
overcapitalized  and  their  cost  ot  construction  is  not  so  much  greater  than  that  of  the 
publiclv  owned  plants  as  these  figures  would  indicate.  The  act^uisition  of  plants 
would  oe  more  rapid  were  it  not  that  many  legislatures,  under  the  influence  of  corpo- 
rations, either  refuse  to  allow  cities  to  op(a«te  plants  or  forbid  them  to  sell  light  to 
private  consumers,  restricting  them  to  tumishmg  public  light.  In  other  cases  the 
terms  underwhicb  private  plants  may  be  acquired  are  regulated  in  such  a  manner  as 
tomake  acquisition  expensive.  Thus,  in  Massachusetts  tne  law  requires  that  munici' 
palities  desiring  to  operate  electric-light  plants  must  first  offer  to  buy  out  existing 
plants  at  a  price  to  be  determined  by  referees.  The  law  implies  that  while  referees 
shall  not  take  account  of  the  probable  increase  in  earning  power  in  the  future,  they 
are  to  ba«e  their  valuation  on  existing  eamingpower.  whicn  is  often  excessive  because 
of  monopoly  prices.  Several  cities  complin  that  they  have  paid  very  hiaib  prices — 
much  more  than  the  original  cost — for  plants  which  were  worth  practically  nothing. 
There  is  agrowingsentimentinthis  State  in  favor  of  more  lil>eral  provisions  r^arding 
the  construction  and  acquisition  of  electric-light  plants.     (88,  92,  98.) 

Professor  Parsons  introduces  the  following  table  as  showing  the  cost  of  electric 
lighting  in  a  number  of  cities  which  have  changed  from  private  to  public  ownership. 

Column  2  is  made  up  of  the  operating  cost  plus  S  per  cent  on  tne  investment  for 
insurance,  taxes,  and  depreciation,  and  4  per  cent  tor  interest,  except  where  the 
actual  interest  is  known. 

Cotl  of  fUctric  tight  bffort  and  after  publie  ownenkip. 
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Mr.  A.  D,  Adamb,  an  electrical  en^neer  of  Boston,  states  that  where  gas  works 
have  been  supplanted  by  electric-l^ht  plants  the  result  has  been  more  a  question 
of  quality  than  of  price.  Electricity  can  not  compete  with  Kas  on  a  private  basis,  and 
is  selected  by  the  great  majority  of  users  because  they  like  it  better,  though  more 
expensive.     (282,  :»3.) 
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4.  EUetrie-light  planit  in  JfaMoeAuwdi.— Mr.  A.  D.  Adahb  states  that  for  the  last 
2  years  he  hae  been  mveetigatiiig  the  subject  of  electric  lighting  in  MaSBHchaBettB 

for  the  purpoee  of  making  comparisons  between  municiptuity-operated  pluita  and 
plants  operated  by  private  companiea.  In  1S91  Maaeachusetta  pawed  a  law  allowing 
towns  and  cities  to  buy  existing  electric-light  plants  or  to  build  new  ones.  The  law 
raqnired  exietinx  plants  to  be  purchased  Dy  the  murticipRlitiee  under  certain  condi- 
tions, instead  orpennittdng  construction  of  new  plants.  Three  municipalities  in 
MasBachueetts  operate  gas  plants  in  connection  with  their  electric- light  plants.  The 
investigation  of  the  witness  covers  14  cities  and  t^twns  which  operate  their  etectric- 
light  puints  onlv.  These  towns  nm  in  populatioa  from  a  little  over  1,000  to  a  little 
over  27,000,  and  the  plants  have  been  in  operation  from  3  to  13  years,  two  of  them 
having  been  constructed  prior  to  the  passage  of  the  law  of  1891.     (275, 276.) 

Mr.  A.  D.  Adams  states  further  that  m  order  to  compare  the  results  attained  in  these 
municipal  plants  with  the  results  in  private  plants  it  is  necessary  to  reduce  all  the 
earnings  of^the  municip^  plsnts  to  a  money  raais.  In  some  of  the  municiittlities  the 
plant  in  addition  to  fumianing  all  the  public  light  also  furnishes  light  to  private  con- 
sumers. It  is  a  difficult  matter  to  determine  the  value  of  the  public  rigbtinK  fur- 
nished by  cities  because  of  the  great  variance  in  the  prices  paid  for  electric  lifting 
in  private  municipalities  in  Mawachusetts  as  well  as  elsewhere.  His  plan  therefore 
has  been  to  take  a  number  of  Massachusetts  townsand  cities,  all  as  nearly  as  possible 
of  the  same  population  as  those  having  municipal  plants,  and  find  the  average  pri<^ 
in  those  towns  peid  for  electric-light  service.  For  17  such  towns  the  average  price 
paid  for  arc  and  incandeecent  lighting  per  lamp  hour  is  4,7  cents  for  arc  light  and 
1.2  cents  per  incandescent  lam^.  On  uiis  basis  he  finds  the  value  of  the  public  light- 
ing furnished  in  the  14  municipal  plants  for  the  year  ending  June  30,  18H9,  to  be 
tl73,429.40.  The  tucoine  of  those  towns  from  the  sale  of  electric  light  and  power  for 
the  same  time  was  (83,94S.38,  making  the  total  earnings  $260,377.78.  The  operating 
expenses  were  found  to  be  (148,493,63,  leaving  net  earnings  of  1108,884.15.  The 
Ei$Kregat«  total  investment  for  the  municipal  plants  in  these  14  towns  and  cities  was 
1891, 59t,  making  the  ratio  of  net  eamii^  for  the  total  sum  of  money  invested  12.3 
per  cent. 

Thene  statietica  show,  says  the  witness,  a  higher  proportion  of  profit  than  in  pri- 
vate plants.     His  comparison  is  made  as  follows: 

The  investments  of  private  corporations  in  the  electric  light  and  power  plants  in 
Massachusetts,  including  Boston  and  the  Other  large  cities,  are  as  follows:  Capital 
stock,  f  10,926.030. 40;  bonds,  $3,771,200;  notes  payable,  (1,983,215.46,  or  a  total  of 
$16,630,445.86.  Under  the  law  of  MasBBchusetts  the  stocks  and  tmnds  of  corporations 
operating  public  utility  plants  can  only  be  issued  torinonev  or  its  equivalent  actually 
I^d  in,  BO  that  the  capitahzation  given  represents  actual  value.  The  net  eaminsa 
of  these  plants  in  1899  were  $1,699,^.96,  or  10.2  per  cent  on  the  investment.  This 
comparison  takes  in  all  the  large  cities  of  Massachusetts  except  2  or  3  good-Bized 
towi.s  where  the  electric  and  gas  plants  are  owned  by  a  single  corpoiation,  and  con- 
sequently includes  those  cities  where  the  sale  of  electric  light  and  power  is  sup- 
posed to  be  more  profitable  than  in  the  smaller  cities  where  the  municipal  plants 
exist,  because  small  towns  and  cities  do  not  afiord  so  profitable  a  field  for  the  sale  of 
electric  energy  as  do  the  large  cities.     (278, 279, 281. ) 

Mr,  Adams  slates  that  the  next  besisof  comparison  taken  by  him  is  therefore  with 
all  the  electric  plants  operated  hy  private  corporations  in  Massachusetts  cities  having 
less  than  30,000  population,  there  being  43  such  cities.  The  total  amount  invested  in 
electric-light  plants  in  these  43  cities  is  $3,797,862.66,  their  net  earnings  being 
$246,067.67.  The  ratio  of  net  eaminea  to  total  investment  is  found  to  be  6.4  per 
cent,  as  compared  with  12.7  per  cent  for  the  municipal  plants  in  the  14  cities  men- 
tioned. The  calculations  are  based  entirely  on  the  1,200  candlepower  for  arc  lights. 
Most  of  the  plants  furnish  light  only,  while  two  or  three  of  them  furnish  light  and 
power.    There  is  very  little  coll  for  electric  power  ia  small  places.     (278,280.) 

Mr.  Adams  condudes  therefore  that  the  result  of  bis  comparison  of  the  14  cities 
having  municipal  control  of  their  electric  plants  with  the  cities  with  private  corpora- 
tions &OWS  that  the  capital  invested  b^  the  municipalities  in  electric  plants  is  more 
economically  invested  for  the  community  and  is  earning  a  better  return  than  capital 
invested  through  the  medium  of  private  corporations. 

The  witness  states  that  he  found  the  people  in  Massachusetts  towns  very  well 
satisfied  with  municipal  ownership  of  electric  plants.  No  municipal  plants  have 
been  bought  out  by  private  corporations,  but  m  several  instances  the  municipal 
BOthoritiea  have  bought  out  the  private  corporations.  The  municipal  plants,  under 
the  law,  most  charge  a  depreciation  of  not  lees  than  5  per  cent  per  year,  but  so  far 
w  the  witness  knows  there  is  no  fixed  per  centof  depreciation  for  the  privateplonla. 
His  explanation  as  to  why  the  municipal  plants  show  a  higher  per  cent  of  profit  than  - 
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the  private  planteis  that  the  municipal  plants  are  more  efficiently  and  carefully  man- 
aged. The  people  in  the  small  places  where  municipal  plants  are  operated  are  very 
jealous  of  any  unnecessary  expenses,  while  the  Btate  gas  and  electnc  light  conunis- 
sion  takes  much  intereet  in  tneee  plants,  so  it  is  not  possible  for  them  to  run  into 
excessive  outlays  or  to  operate  at  a  loss. 

There  are  pnvate  f^is  works  in  8  of  the  towns  having  municipal  electric  plants. 
The  city  of  Taunton,  which  has  a  poblic  electric  plant.  Ess  a  gasfight  company  with 
a  capital  stock  of  ^,000.  These  gas  plants,  of  course,  reduce  the  use  of  electricity 
by  private  consumeis.     (281-2S3.) 

Mr.  Adams  makes  another  comparison  on  the  bssis  of  the  actual  prices  charged  by 
[irivate  companies  for  public  lighting  in  Massachusetts  and  the  actual  cost  of  opera- 
tion in  municipal  plants.  The  figures  in  each  case  are  reduced  to  cents  per  hour  for 
arc  lamps  ana  incandescent  lamps.    The  municipal  figures  include  interest  on  the 

S'lant  and  depreciation  at  the  rate  of  5  per  cent  The  2  tables  thus  prepared  are  as 
ollows: 

Pricetper  hour  paid  for  ttrett  lan^  under  prwait  operation. 
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He  points  out  that  this  table  shows  that  in  the  majority  of  cases  the  cost  per  honr 
of  lamps  operated  by  mnnldpalilies  is  lower  than  the  average  for  the  private  plants, 
in  some  cases  scarcely  exceeding  one-half  the  private  nte.     (277,281.) 
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C  Caplt^lzatlon.  diarnei  under  prtvate  and  pabllc  oimer> 
lAlp. — 1.  (htreapilalitaliou  of  private  muninipal  monopoliet. — ProfoHSor  Bbhth  declares 
tb&t  there  is  b.  very  alight  connection  betweea  the  cost  of  iromitnictioD  and  the  capi- 
t&lizstioD  of  nrivkte  corporations  conilacting  municipnl  monopolies  or  utilities. 
UstutUy  capitalization  Ib  based  on  eamii^  power.  Often  the  bonds  iaeued  by  snch 
OOtpontions  cover  the  coat  of  construction,  while  the  stock,  even  in  many  cases  pre- 
ferred stock,  repreeents  only  the  hope  of  extra  proflta.  Overcapitalization  deceives 
the  pablic  aa  to  profits.  Moreover,  investors  will  pay  more  for  two  shares  of  stock 
beanng  4  per  cent  interest,  than  for  one  share  of  8  percent  stock.  Finally,  the  bank- 
ing syndicates,  which  are  largely  interested  in  these  corporations,  dedre  tarse  stock 
iflsnee  because  the  profit  in  floabng  the  stock  is  greater  for  the  promoters  and  under- 
writers. 

It  is  frequently  the  case  in  the  initiation  of  these  plants  that  a  broker  is  employed 
to  ammge  for  floAting  bonds,  and  he  rec«ivea  a  large  block  of  stock  as  a  bonne.  It  is 
donbtlea  necessary  to  Ueue  enough  stock  to  obtain  the  necessary  funds,  and  if  stock 
can  not  be  sold  at  par  there  mnst  be  overcapi  tali  cation;  but  if  fewer  ee«uritiee  were 
issued  it  would  not  be  so  difficult  to  sell  them  at  par;  indeed,  with  the  expectation 
of  profits  based  on  monopoly  prices,  stocks  representing  the  actual  value  could  be 
sold  much  above  par.    f 88,  W).) 

Hr.  FooTR  says  that  m  authorizing  the  construction  by  a  private  company  of  a 
plant  for  qnasi  public  service,  or  in  anthoiizing  any  consolidation  of  esistine  inter- 
ests, he  would  provide  that  the  Investment  account,  or  the  "  initial  account,  as  be 
calls  itj  sbonld  be  detennined  in  one  of  three  wars: 

1.  Either  by  agreement  between  the  munidpalilJes  and  the  corporations; 

2.  By  arbitration;  or 

3.  By  asserting  the  right  of  eminent  domain. 

After  that  point  had  once  been  established,  a  proper  system  with  pnblic  account- 
ing would  permit  no  addition  to  that  investment  unless  it  was  certified  to  by  the 
State  auditor  as  being  neceeeary  and  the  money  actually  invested  for  the  full  amount 
entered  iuto  the  account.    (117.) 

2.  Otertn^lataatioR  of^rett  rat^tw^t. — Professor  Behis  says  that  in  MasBachusetts 
there  has  been  tdnce  1886  a  fairly  effective  restriction  on  the  issue  of  securities  by  street- 
railway  corporations.  This  has  prevented  the  issue  of  capital  stock  except  for  actual 
improvements  and  extensions.  We  find  accordingly  that  the  avera^  capitalization 
per  mile  of  single  track  for  street  railways  in  that  State  was  $44,683  m  1897.     In  the 

It  of  the  conntry  the  average  capitalization  per  mile  ol  track  was  twice  as  great. 


in  9  States  in  the  Mis^ssippi  Valley,  ranging  from  Ohio  and  Kentucky  to  Minnesota 

'  "'  wnri,  where  the  same  number  ol  cars  " -.-.i  .    ..  —n-  .».—  ...  .l- 

Mpitaliiation  of  street  rulways  was  S91,. ..  ^  . 

from  New  York  to  Vir^nia,  where  23  per  cent  more  cars  are  operated  per  mile  of 


and  Hiseonri,  where  the  same  number  of  cars  are  operated  per  mile  of  track,  the 
average  capitalisation  of  street  rulways  was  191,500  per  mile.     In  the  Atlantic  Slates, 


track  than  in  Haasaclnieetts,  the  capitalisation  per  mile  of  track  was  three  times  ai 
greatr-tl38,600.  In  1900  the  capitalization  of  street  railways  in  MBSsachusetts  was 
only  936,500  per  mile,  while  in  the  Missisetppi  Valley,  in  the  States  named,  it  was 
f91,360,  and  in  the  Atlantic  States  (153,650.     (88-80.) 

Professor  Bemia  says  fnrthertbat  the  steam  railroadeof  the  country  are  capitalized 
at  only  159,610  per  mile,  while  street  railways  are  capitalized  at  W0,000  per  mile. 
The  latter  do  not  have  to  pay  for  right  of  way.  The  net  income  above  operating 
expenses  per  mile  of  road  is  more  than  50  per  cent  greater  for  street  railways  than 
for  steam  railways,  while  the  entire  passenger  receipts  on  street  railways  are  half  as 
great  m  the  paaeenger  eamin;^  of  steam  railways.     (90-91. ) 

Mr.  Poon,  while  not  critiosing  the  testimony  of  Professor  Bemis  relative  to  the 
capitalization  of  street  nulways,  calls  attention  to  different  items  which  enter  into 
the  cost  or  capitalization  in  the  several  States.  In  one  State  the  ccet  might  mean 
simply  the  laying  of  the  track  on  the  street;  in  another  it  might  be  the  laying  of 
tracK  tbrough  a  street  and  pavii^  a  street  for  3  feet  on  each  side  of  the  rails;  while 
in  Hilladelphia,  for  instance,  it  means  the  rebuilding  of  the  street  entirety,  paving  it 
from  curb  to  curb.  Therefore  until  all  the  items  which  enter  into  this  cost  and 
capitaliEation  are  folly  known  It  i»  impossible  to  make  any  comparison  that  would  be 
of  any  great  valne.  There  is  not  sufficient  information  at  hand  under  the  different 
systtmis  of  accounting  in  vogue  in  different  parts  of  the  country  to  determine  the 
relative  merits  of  public  and  private  ownership  of  municipal  monopolies.  (117, 118, 
ISO.) 

3.  OvavapiteUuaHoR  nfgatptaHa.—Proleeeor  Bnns  declares  that  a  capitalization  of 
93  or  94  per  1,000  feet  of  annual  product  of  gas  is  considered  by  experts  to  be  ample 
to  cover  the  real  structural  viJue  of  gas  pluits.  The  average  capitalization  of  gas 
oompamleB  in  the  laige  dtiea  is  about  90  per  thousand  of  annual  product.    In  1^ 
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the  Muto&I  Fuel  and  Gaslight  Company  of  Hvde  Park,  in  Chica^,  was  capitalized  at 
$2.69  per  1,000  feet,  kdA  was  making  a  very  larKe  profit  hy  selling  gas  at  an  average 
price  of  87  cente,  but  when  it  ent«r^  into  combinaition  with  the  People's  Gas  Com- 
pany ita  (spital  was  raised  to  ^per  1,000  feet.     (90.) 

4.  Oott  ofgtu,  andprkei. — Profeeeor  Bbhib  wys  that  the  report  of  the  United  States 
Department  of  Labor,  recently  publiahed,  shows  that  returns  of  several   hundred 

C  companies  indicated  sn  average  cost  of  manufacturing  gas  and  delivering  it  to  the 
■ner,  aside  from  taxes,  interest,  and  depreciation,  of  about  46  centa  per  1,000  feet. 
It  6  cents  were  added  tor  taxes,  7  cents  for  depreciation,  and  7  per  cent  on  an  aver- 
age capitalization  of  $4  per  1,000  feet  of  annual  product  (a  reasonable  capitalization), 
the  coat  will  be  brought  up  to  86  cents.  But  the  average  price  of  gas  chareed  by  the 
largest  companies  is  fl.l4,  which  indicates  an  excessive  profit.  Recently  the  Mutual 
Fuel  and  Gaslight  Company  of  Hyde  Park,  in  Chicago,  reported  that  the  coHt  of  manu- 
facturing gas,  aside  from  interest  and  depreciation,  was  37.46  centa  per  1,000  feet  The 
company  ifurther  stated  the  value  of  its  tangible  assets  at  (3. SO  per  1,000  feet  of  annual 
product.  Eight  per  cent  on  this  added  to  the  cost  would  have  made  the  priw  67.5 
cents.  The  actual  average  price  was  87  cents,  but  this  was  rmsed  to  $1  after  the  con- 
solidation with  the  People's  Gas  Company.  In  New  York  City  the  price  until  recent 
years  was  $1.25,  but  hy  an  act  of  the  legislature  it  was  reduced  6  centa  yearly,  and 
reached  (1  on  January  1,  1901. 

Professor  Bemis  asserts  further  that  the  differences  in  the  cost  of  coal  do  not  affect 
the  cost  of  gas  aa  greatly  as  is  generally  supposed.  A  ton  of  coal  will  make  about 
10,000  leet  of  gas,  bo  thai  if  coal  goes  up  $1  per  ton  the  cost  of  gas  would  increase  10 
cents  in  the  absence  of  residual  prodM'.ls,  but  the  value  of  coke  and  other  rexiduals 
rises  with  the  rise  in  coal,  sotnatthe  net  additional  cost  from  an  increase  of  fl  per  ton 
on  coal  is  only  from  5  to  7  cents  per  1,000  feet  of  gas.  In  the  manufacture  of  water 
gas  4  or  6  gallons  of  crude  oil  are  used  in  making  1,000  feet.  In  Ohio  this  oil  costs  2 
or  3  cents  per  gallon,  and  an  increase  of  60  per  cent  in  price  would  only  cause  an 
increase  of  6  or  8  cents  per  1,000  feet  in  the  cost  of  gas.     (89-90, 94. ) 

5.  Electric  pUmU^Sata  vTider  privaU  and  public  ownermip. — Professor  Bauis  saye 
that  the  chargee  of  municipal  electric-light  plants  are  much  lower  in  general  than 


those  of  privately  owned  plaJits.  In  many  instances  public  plants  are  restricted  t. 
the  furnishing  of  light  for  public  purposes,  so  that  tbey  could  not  be  expected  to 
operate  as  cheaply  as  plants  fumiBning  private  light  also.  Professor  Bemis  admits 
that  there  is  often  a  misunderstanding  in  comparing  public  and  private  plants,  from 
the  disr^ard  of  interest,  depreciation,  and  taxes  m  calculating  the  cost  of  public 

Id  the  monidpal  plant  in  Chicago,  continues  the  witness,  the  cost  of  furnishing  an 
arc  light  per  year  was  formerly,  in  1895,  $96. 76.  By  more  efficient  administration 
and  civil-service  reform  the  cost  was  reduced  to  $55.93  in  1899.  In  Detroit  there  are 
2,000  lights  under  public  management,  and  the  operating  expenses,  which  were  at 
flrat  about  $102  per  year,  have  been  reduced  to  $66.45,  including  4  per  cent  on  the 
cost,  3  per  cent  for  depreciation,  and  a  proper  amount  for  taxes.  The  private  com- 
pany before  the  eonatnietion  of  this  plant  offered  a  ten  years'  contract  at  $102  per 
year,  alUiough  it  also  supplied  private  eonmimers.  In  Allegheny  the  cost  of  oper- 
ating 1,300  arc  lights  in  1899  was  $47,35  each,  while  by  adding  4  per  cent  for  interest 
and  6  per  cent  for  depreciation  and  taxes  the  cost  is  brought  up  to  $71.17.  In  Rtts- 
bur^,  across  the  river,  a  private  company  chargee  from  $96  to  $11X)  for  the  same  kind  of 
service. 

A  large  majority  of  municipal  electric  plants  are  allowed  to  do  only  public  lightjiw. 
In  England  and  in  Massachusetts  municipal  plants  areallowed  also  to  furnish  supply 

Referring  to  the  testimony  of  Professor  Bemis,  Mr.  Footk  asserts  that  while  on 
the  face  of  the  reports  it  would  seem  that  there  was  a  saving  in  the  operation  of  the 
Detroit  electric  plant  by  the  city  of  about  $12  yearly  per  arc  light,  yet  he  believes, 
from  personal  examination,  that  if  all  the  items  entering  into  the  cost  of  the  operation 
of  the  plant  were  fully  known,  including  interest,  depreciation,  and  loss  of  taxes,  it 
would  be  found  that  the  saving  is  more  apparent  than  real.  The  private  company 
itself  could,  and  perhaps  would,  have  reduced  the  price  substantial  I  v  to  the  same 
extent  as  the  city  has  done.  While  the  acconnte  of  Detroit  are  as  well  kept  as  those 
of  any  other  municipality,  still  there  is  not  such  uniformity  aa  would  warrant  a  just 
conclusion  on  the  relative  merits  of  public  or  private  operation  of  the  plant.     (114.) 

6.  Strtet-raSmayfarei  m  Bn{fUmd.—PioieceoT  Bbhis  states  that  in  England  fares  ar« 
graduated  according  to  distance  in  the  case  of  private  as  well  as  public  manage- 
ment. The  tendency  nnder  public  management  is  to  increase  the  distance  one 
can  ride  for  a  given  fare,  and  a  few  dtiee  are  talking  of  introducing  the  uniform  fare 
like  America.  The  nnifonn  fare  has  already  been  iutiodiuwd  ia  a  priTBt«  Bubway 
racenUy  completed  in  London.    ( 102. ) 
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D.  nunlclpal  oimenlilp  In  Enclantf.— Profeaeor  Bbmib  thinkB  the  beet 
pUce  to  atudy  municipal  ownenhip  is  in  England,  becaiueit  hae  had  a  longer  ezperi' 
ence  than  any  other  country.  The  movement  bai.  however,  been  checked  there  in 
the  matter  of  water  and  gaa  by  the  high  prices  that  had  to  be  paid  to  buy  out  the 
plants,  the  private  oompapiee  tnere  having  originally  secured  perpetual  franchisee. 
The  keen  rc^tard  the  English  have  for  vested  interests  in  property  made  the  prices 
of  sale  high.  Within  the  laat  10  years,  however,  eome  40  gaa  plants  have  changed 
from  private  to  public  mana^ment,  and  over  hsJf  of  the  wat«r  plants  aj«  under 
public  management,  while  a  little  over  half  of  the  gas  sold  outside  ot  London  is  made 
and  sold  by  municipal  plants. 

In  the  case  of  electric  lighting  and  street  railways,  which  areof  more  recent  devel- 
opment, the  public  has  become  aware  of  the  dangerB  of  perpetual  fraachieee,  and 
conBequenUy  theee  latter  companies  when  chartered  have  been  given  franchisee  for 
very  hmited  periods— 21  yeais  ordinarily  in  the  case  of  tramways,  and  from  21  to 
42  years  in  the  case  of  electric  light  In  other  caeee  the  cities  have  built  their  own 
plants  originally.  Nearly  one-half  of  all  the  electrical  sapply,  both  for  lighting  and 
power  purposes,  is  in  the  hands  of  the  cities.  In  many  instimces  theee  two  classes  of 
service  are  combined.  The  witness  further  states  that  his  own  investiKationa  show 
that  in  the  case  of  tramways,  electric  light,  and  water  there  is  espedal  satisfaction 
in  England  with  the  tssnlts  ol  public  management,  and  that  the  transfer  to  public 
management,  whenever  it  has  been  mode,  baa  been  attended  with  enormous  devel- 
opment of  plant  and  output  and  a  large  redaction  in  charges. 

In  the  case  of  publicly  managed  gas  works  one  of  the  greatest  difficulties  in  Eng- 
land coDsists  in  beeping  the  workingmen  energeticallv  employed  to  the  same  degree 
as  in  private  management.  While  well  paid,  they  ao  not  yet  fully  appreciate  that 
they  are  working  for  the  public.  Nevertneless  public  employment  tends  to  create 
a  somewhat  higher  morale  and  a  better  feeling  of  public  responsibiHty  than  working 
for  private  companies.  The  municipal  councils  in  England  are  composed  of  a  very 
fine  class  of  businessmen;  they  include  often  prominent  labor  leaders  as  well.  Some 
complaint  is  made  by  engineers  in  the  public  plants  that  it  is  harder  to  get  an  increase 
in  salary  than  in  a  private  plant,  because  of  the  publicity  that  is  given  to  the  subject, 
but  there  is  more  lioerality  in  paying  them  than  there  was  formerly.     (94-95, 102. ) 

Advanlage$  of  municipal  0}>eraiwm. — Professor  Bams  enumerated  several  advantages 
which  have  come  from  municipal  opeiation,  especially  as  seen  by  him  in  Great  Britain. 
Municiptilitiee  charge  less  to  the  puolic  than  the  private  companiesand  give  the  same 
or  even  a  better  service.  There  is  a  financial  advantage  in  that  the  municipality  can 
borrow  at  from  3  to  3}  per  cent,  which  is  very  much  below  the  rate  charged  the  pri- 
vate companies.  In  public  management  there  is  fully  as  much  enterprise  and  a  greater 
readineee  to  introduce  the  latest  mventions,  this  being  accounted  lor  partJcularly  by 
the  fact  that  they  pav  higher  wages  and  work  the  men  fewer  honrs,  and  therefore 
feel  the  desirability  of  having  as  much  labor-saving  machinery  as  possible.    The  con- 
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__  ^ '''^P''  plants  than  in  private  companies, 

although  the  men  are  paid  better  wages.  The  municipal  plants  are  growing  very 
rapidly,  but  owing  to  the  fact  that  they  cheapen  the  pnce  they  get  uong  without 
adding  to  the  force.  A  better  class  ot  men  than  formerly  has  been  found  willing  to 
go  into  the  city  councils  in  England  and  to  serve  the  public  in  the  management  of 
the  financial  interests.     (95,  06.) 

Street  raiiwayi  in  Glatgote. — Professor  Pabsons  declares  that  when  the  city  of  Glas- 
gow took  over  the  man^ement  of  the  street  railways,  in  1894,  fares  were  reduced  at 
once  about  one-third.  Fares  are  graduated  according  to  distance.  The  average  fare 
was  at  first  reduced  to  2  cents,  but  later  reductions  have  brought  it  down  to  1}  cents, 
while  more  than  36  per  cent  of  the  fares  are  only  1  cent  The  private  tramways 
had  collected  an  average  fare  of  3.84  cents.  It  is  true  that  the  density  of  trafQc  is 
greater  and  that  the  distances  are  usually  shorter  in  Glasgow  than  in  American  cities, 
and  it  is  ilhpoanble  to  get  the  average  rates  per  mile.  The  average  number  of  passen- 
perg  per  car  mile  in  Glasgow  is  12.  in  Boston  7,  in  New  York,  on  Broadway,  12,  and 
in  Chicago  6  or  6.  The  witness  does  not  think  that  our  street-car  companies  could 
afford  to  apply  the  Glasgow  fares,  because  of  the  longer  distances  and  the  higher  wages. 
NevratiielesB,  the  fact  that  (ares  were  reduced  under  public  ownership  in  Glasgow, 
and  that  the  dty  with  the  lower  fares  realizes  at  least  as  high  a  profit  as  the  private 
company  did,  shows  the  possibility  of  economical  and  satigEactory  public  operation. 
At  tlw  same  time  the  conditions  of  labor  have  been  improved  and  Uie  character  of 
>MierTkeiBTerymn(^bettei,electrictractioD  having  been  introdoced.     (140,147.) 
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public  ntilitiee,  and  eepecially  to  require  puBlinity  from  them".  There  is  ondne 
Becncy  in  the  operation  of  private  companiee  holding  moiiidpal  franchisee.  There 
ought  to  be  a  difierence  between  them  and  ordinary  private  enterprises.  Thejr  are 
monopolies  in  most  instances;  they  get  their  rights  b^  grant  of  the  State  or  the  city; 
they  are  given  the  right  of  eminent  domain^the  right  to  use  the  streets  and  the 
higtiways.  The  power  which  they  have  over  the  public,  as  well  as  the  e)>ecial  priv- 
ities wnich  the  public  punts  to  them,  accordingly  justify  public  regulation  to  pre- 
vent abuses.  Profeeeor  Bemis  especially  favors  the  requirement  that  the  accountaof 
these  quasi-public  corporations  snail  be  open  to  public  inspection  and  subject  to 
public  r^iuUtion.     (91,  93,  98.} 

Mr.  FoQTE  holds  that  no  public  need  ehonld  be  enpplied  under  the  muiagement  of 
a  political  monopoly  that  can  be  supplied  with  equal  advantage  to  the  users  of  the 
service  under  the  management  of  any  industrial  monopoly,  the  best  interests  of  the 
users  of  the  service  being  the  first  object  of  the  protection  and  careof  the  State.  He 
lays  down  two  general  propoeitione: 

(1)  That  an  industrial  corporation  organized  to  supply  a  perpetual  municipal  need 
shall  have  the  exclusive  right  to  supply  the  need  perpetually. 

(2)  That  all  accounts  shall  be  honestly  and  correctlv  kept;  that  economic  thrift 
shall  be  insisted  upon  in  every  department,  and  that  cmu'ges  for  the  use  of  service 
shall  bear  a  fixed  relation  to  the  necessary  coet  of  production. 

The  basic  principle  in  the  settlement  of  this  question  is  that  there  should  be 
a  uniform  system  of  accounts  of  all  governmental  offices  and  of  all  quasi-public 
monopoliEs.     (103,  104.) 

Mr.  Foote  quotes  from  a  paper  by  the  State  examiner  of  Wyoming,  Mr.  Hender- 
son, opposing  public  ownership  of  public  utilities  and  expreffiinK  the  opinion  that  a 
uniform  accounting  and  State  supervision  would  accomplish  the  desired  results  much 
better.    The  public-service  company  should  be  permitted — 

First.  To  retain  from  its  earnings  the  interest  on  its  bonded  debt. 

Second.  A  reasonable  interest  on  the  investment. 

Third.  A  reasonable  profit  upon  the  investment. 

Fourth.  A  sinking  fund  for  the  redemption  of  the  bonds  as  they  matore. 

Fitlh.  A  reasonableomount  tor  maintaining  the  physical  condition  of  the  propraty. 

The  residue,  if  any,  should  be  divided  between  tne  company  and  the  mumdpal 
corporation.     (110.) 

2.  Public  reguiation  m  M(u»aehu»elt»  (see  also  under  Stale  Railrwid  OammMoitt, 
p.  CLJixii,  and  Oajntaiiialion,  p.  lxii)  , — Professor  BEHtn  says  that  Maasachusetts  has 
created  a  street  railway  and  railroad  commission  and  an  electric-light  and  gas  com- 
mission, with  very  considerable  powers  to  regulate  these  classes  of  corporations. 
These  commissions  have  the  right  to  compel  the  companies  to  make  reports  In  nicb 
manner  as  they  see  fit  They  may  prescribe  the  methods  of  bookkeeping,  although 
as  a  matter  of  fact  this  has  not  bieen  done  to  any  considerable  extent.  They  mav 
send  auditors  to  examine  the  books.  The  two  commissions  do  not  publish  all 
the  facte  which  they  gather,  as  tiie  witness  believes  they  should  do.  Moreover, 
they  arc  not  supposed  to  take  any  direct  action  unless  complaint  is  made  by  city 
officials  or  by  20  consumers.  If  their  decisions  are  not  obeyed  they  ma^  inflict  pen- 
alties, although  more  usually  appeal  is  made  to  the  le^lature,  which  ifisuee  special 
orders.  There  had  been  no  appeal  against  the  decisions  of  these  commissions  for  a 
ntmnber  of  years  until  a  decision  as  to  the  gas  compay  in  Haverhill,  in  tS99,  was 
appealed  to  the  United  States  courts.  The  Massachusetts  law  also  requires  the  con- 
sent of  these  commissions  for  any  increase  in  the  capitaliution  of  the  corporations. 
(88-92.) 

Referring  to  the  laws  of  MosBachnsetts,  Mr.  Footb  states  that  the  commismons 
created  by  those  laws  require  teports  from  all  corporations,  municipal  as  well  as  pri- 
vate, but  that  there  is  no  uniformity  in  their  accounts.  They  are  kept  in  a  way  only 
aufiicient  to  enable  the  commission  to  make  its  report.  The  law  does  not  require 
that  the  price  of  the  service  should  be  based  upon  cost  plus  a  proper  profit;  it  does 
not  go  far  enough.     (120.) 

3.  Kemdaiion  ofpublietailitUtin  England.— PiotemOT  Bemis  states  that  great  interest 
is  manifested  in  England  in  the  regulation  of  public  utilities,  but  that  Uie  tendency 
toward  public  ownership  is  strong.  Reflation  there  is  always  by  act  of  Parlia 
ment.  Companies  can  not  increase  their  capitalization;  they  can  not  even  buy  an 
extra  foot  of  land  without  goin^  to  Parliament  for  permission,  at  which  time  an 
opportunity  is  always  offerea  to  investigate  charges  and  efficiency  of  service  and  to 
prevent  any  watering  of  stock.  There  is  also  an  auditing  of  the  accounts  of  the  com- 
panies by  central  boards.    Electric-light  companies  ai«  required  to  Babmit  completn 
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accounts  to  ezamin&tioa  b^  the  board  of  trade.  The  sccoonta  of  the  miinicipftlitiea 
aleo  are  very  carefully  audited  by  2  auditors,  one  selected  by  the  city  council  and  the 
other  elected  by  the  people  at  large,  and  these  anditore  exercise  a  powerful  infiuence. 
l%e  great  lesson  to  be  learned  from  these  attempts  at  regulation  Is  the  importance  of 
publicity  of  accounts  of  the  municif^litiee  and  also  of  private  companies  furnishing 
qoaai-public  service.  The  English  city  governments  have  thus  been  preserved  from 
many  abuses  that  exist  here.     {93. ) 

4.  Munidpal  ownerihip  and  privalt  operation. — ProfesBor  Bbhib  states  that  in  Great 
Britain  there  were  at  one  time  44  Instances  of  the  ownership  of  the  street-railway 
track  by  the  municipalities  with  privato  operation  of  the  railway,  but  that  the  com- 
panies did  not  seem  to  be  progressive,  ana  as  their  franchises  ran  out  the  plants  are 
being  taken  over  very  ^nerally  and  operated  by  the  municipality.  He  does  not 
know  whether  the  uneatisfactory  character  of  the  operation  by  the  private  comjianieB 
was  dne  to  the  system  of  ownership  or  whether  it  was  due  to  the  limited  duration  of 
the  franchises,  which  were  for  21  yearaonly.  While  the  English  people  are  opposed 
to  the  system,  it  yet  has  had  its  benefits,  in  that  it  enabled  them  wnen  they  did  want 
pablic  ownership  to  get  it  more  easily  and  cheaply  than  in  any  other  way.    (102-1C3.) 

W.  Vnlfbrm  antf  public  accounilns— Ifunlclpalltlei  and  puMlc- 
•ervice  corporattona. — 1.  Oeneral  advanla^ei. — Mr.  Allbn  Ripley  Footk, 
editor  of  Pablic  Policy,  of  Chicago,  believes  that  there  should  be  uniformity  and  pub- 
licity of  accounts  of  corporations  performing  i^uasi-public  services  and  of  municipali- 
ties, so  that  the  effect  of  each  essential  economic  factor  will  be  shown,  to  the  end  that 
correct  comparative  statistics  may  be  obtained  as  a  basis  for  intelli^nt,  economic 
discussion  and  legislation.  An  agreement  should  be  tiad  as  to  what  items  properly 
conatitnte  the  cost  of  public  utilities,  and  tboee  items  should  be  all  included  in 
any  statement  of  cost  The  correct  principle  as  to  the  returns  which  should  be  made 
by  a  corporation  receiving  franchises  from  the  public  in  in  the  nature  of  a  quid  pro 
quo,  the  duty  of  the  government  being  to  see  that  the  people  ^t  a  fair  return  for  the 
sranL  The  only  way  to  ascertain  whether  this  is  done  at  ail  is  to  have  the  accounts 
kept  by  uniform  methoda  and  made  public.  There  should  be  no  secrecy  in  respect 
of  the  corpoiations.  The  public  is  generally  willing  that  a  corporation  ^ould  have 
a  reasonable  profit,  say  8  or  10  per  cent,  npon  its  actual  investment.  When  the 
accounts  are  properly  kept  the  pnce  of  the  service  can  be  very  readily  flxed.  If  the 
bosinees  of  the  coontry  were  actually  done  on  this  bads  an  economic  condition 
would  result  which  would  make  the  United  Statee  master  of  the  world  in  commerce. 
(116, 116.) 

Mr.  Foote  asserts  that  the  system  of  uniform  accounting  as  applied  to  municipal 
plants  would,  if  the  accounts  are  properly  audited  by  an  auditor  mdependent  of  the 
corpoiations  and  tbe  political  parties,  mt^e  a  uniform  systom  of  cost  in  the  purchase 
of  all  supplies  b^  municipalities  and  would  lend  to  create  a  uniformity  of  price  for  the 
sale  of  the  municipal  product)  that  no  municipality  would  pay  more,  for  instance,  for 
coal  used  in  the  manufacture  of  gae  than  any  other  municipality  under  the  aame  con- 
ditions. A  large  percentage  of  the  failures  in  municipal  establishments  come  from 
the  fact  that  the  meo  who  manage  the  affairs  do  not  know  how  to  fl^re  the  cost 
of  the  operation  of  tbe  plants,  becaxiaa  tbeir  system  of  bookkeeping  is  inefficient 
(116.) 

ProfeaBor  Bbuis  thinks  that  legislation  as  to  publicity  of  municipal  public-service 
corporations  would  have  to  come  from  the  States,  but  that  there  should  be  uni- 
fomuty  of  State  legislation  along  certain  lines.  The  United  Btates  Department  of 
Labor  might  well  continue  its  investigations  of  cities  and  report  upon  them  annually. 
While  the  Department  has  no  authority  to  dictate  any  form  of  bookkeeping,  it 
would  have  an  infiuence  in  calling  the  attention  of  the  country  to  the  need  of  it  the 
more  it  tried  to  get  the  information.  In  Massachusetts,  in  his  opinion,  the  eas  and 
dectric-light  companies  admit  that  the  publicity  given  to  their  accounts  in  that 
State  baa  been  of  great  benefit  to  them  in  showing  them  what  some  companies  are 
doing,  and  thus  leading  them  to  introduce  improvements.  In  tbe  States  power 
Bbould  be  conferred  upon  the  State  auditor  to  investigate  and  audit  the  accounts  of 
quaa-public  corporations  using  the  streets,  and  also  the  accounts  of  municipalities, 
while  there  is  nothiiur  radical  in  this  courae  of  procedure,  it  is  susceptible  of  great 
reeulla.     (101.) 

,  I^fenor  B^is  is  of  opinion  that,  inasmuch  ae  public  utility  companies  got  their 
right  to  exist  from  the  State,  and  are  thus  quasi-public  corporations,  the  people 
should  luve  the  right  to  demand  publicity  as  to  the  i»st  of  construction  and  opera- 
tion. There  ahonld  be  uniformity  of  accounts  In  al!  plants.  There  is  now  so  much 
■ecretiveneas  that  even  the  United  States  Government  is  not  permitted  to  ascertain  any 
of  the  facts  except  under  thepled^  of  absolute  aecrecy  as  to  names  of  plants.     (91.') 

2.  NteenHy  o/ptMic  acoaitntmg  m  national  i^airt. — Mr.  Foora  holds  that  it  would 
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be  a  very  great  benefit  to  the  GovemmeDt  if  the  Interatate  Commerce  Commianon 
bad  the  authority  to  go  into  the  accounts  of  the  railroads  and  audit  them  as  tbey 

ought  U>  be  audited,  and  that  if  Buch  were  done  the  raibv&d  tariSs  of  the  country 
would  be  very  materially  affected.  A  uniform  system  of  public  accoontiiig  and 
independent  auditing  of  public  accounts  in  the  new  posseesions  of  the  Government 
would  be  of  very  great  benefit,  and  would  be  eaay  of  introduction  there.     ( 122. ) 

3.  Uniform  accounting  in  Wyoming. — Mr.  Footb  atatee  that  Wyoming  has  done  the 
beet  wurK  in  the  line  of  uniformity  of  public  accounts  of  any  State.  That  State  baa 
had  for  10  years  an  officer  known  aa  State  examiner,  who  haa  authority  to  examine 
the  accounts  of  all  the  State  institutions,  and  all  other  accounts  affecting  the  public 
interest.  [le  may  enter  anv  public  office  at  any  time  without  notice,  and  may  even 
turn  out  the  incumbent  of  the  office  if  he  finds  a  condition  that  jusUfiee  it.  He  can 
compel  the  attendance  of  witnesses,  tbe  production  of  booka  and  papers.  He  is 
responsible  only  to  the  governor  of  the  State.  Mr.  Foote  thinks  that  the  same  prin- 
ciple would  apply  to  any  of  the  larger  States,  necessitating,  of  course,  assistance  to 
an  examiner  where  the  work  required  it.  He  further  states  that  the  duties  of  the 
examiner  relate  onlj^  to  purely  public  accounts  and  not  to  tbe  quasi-public  corpor*- 
tjona  operating  municipal  monopolies.     ( 104,  106, ) 

iWfessar  Bemib  calle<l  attention  to  what  he  conudered  the  great  work  now  being 
done  in  Wyoming  in  the  auditing  of  municipal  and  county  accounts.  In  that  State 
all  of  the  accounte  of  the  countiea  and  subordinate  local  bodies  have  to  be  audited  by 
the  State  auditor,  who  prescribe*  tlieir  methods  of  bookkeeping.  The  American 
Economic  Aeeociation,  toe  New  England  Waterworks  Association,  and  other  like 
bodies  are  agitatine  the  extension  of  this  sort  of  bookkeeping  to  other  8tat«s  and 
municipalities,  ana  its  application  to  local  monopolies  iu  pnvate  hands.     (94,  96.) 

4.  Vietet  of  the  Stale  examiner  of  Wyoming. — Mr.  Footb  mtroduced  as  a  part  of  his 
testimony  a  paper  read  by  Mr.  Harry  B.  Henderson,  State  examiner  for  Wyoming, 
before  tbe  Let^e  of  American  Municipalities  at  Charleston,  S.  C.,  in  December, 
1900,  the  substance  of  which  was  as  follows  (_pp.  105-110) : 

The  system  of  uniform  accounting  and  public  auditing  or  examination  auperinducee 
a  higher  standard  of  intelligence  and  morals  among  omce  seekers  and  ofiiceholders, 
and  leasens  the  burdens  of  taxation.  The  Territory  of  South  Dakota  was  the  first  to 
provide  for  a  Territorial  examiner,  whose  duties,  however,  were  quite  limited  and 
superficial.  Minnesota  afterwards  provided  for  on  examiner,  ana  included  in  his 
duties  the  examination  of  accounts  of  building  aaeociations;  but  Wyoming  was  the 
fimt  and  only  State  so  far  to  provide  for  the  thorough  examination  ol  accounts  of  all 
State,  county,  and  local  officers,  accounts  of  State  institutions  and  State  banks,  and,  in 
fact,  every  public  account.  The  only  oppoeition  to  a  measure  of  this  kind  came  from 
officeiialaers,  schoolbook  companies,  bridge  companies,  individual  members  of 
boards  of  trustees,  etc,  none  ot  whom  had  any  material  interest  in  the  economical 
administiBtion  of  the  afiairs  of  the  government. 

Mr.  Henderson  deflues  uniform  accounting  as  being  a  system  of  accounting  where 
all  the  accounts  are  kept  alike,  or  in  the  same  regular  form;  so  that  if  an  officer  from 
one  county  should  go  into  a  similar  office  in  another  county  he  would  at  once  be 
able  to  keep  the  accounts  and  perform  the  dutiee  of  tbe  office. 

The  principal  objects  sought  te  be  accomplished  by  having  a  system  of  uniform 
accounting  are:  (1)  To  prevent  lavish  expenditure  in  the  use  of  public  moneys  by 
public  servants;  (2)  that  public  affairs  should  be  administered  aa  carefully  as  private 
interests',  (3)  that  in  the  administration  of  public  affairs  an  equivalent  should  be  ren- 
dered for  every  dollar  expended;  (4)  that  it  ia  necessary  to  a  correct  determination 
of  the  policy  of  municipal  ownership  to  have  a  uniform  system  of  accounting  eo  aa 
to  determine  the  cost  ot  construction  and  operation  of  any  particular  industry;  (6) 
that  it  ia  the  riglit  of  every  taxpayer  to  have  public  accounts  so  kept  that  the  various 
expenditures  made  for  any  purpose  whatever  should  be  clearly  shown;  (6)  that  the 
principle  is  an  evidence  of  progress  and  forms  a  base  upon  wnich  the  revenues  for 
the  support  of  the  government  can  be  estimated  with  a  reasonable  d^ree  of  certainty. 

Mr.  Henderson  m  his  paper  asserts  that  there  are  many  advantages  to  be  derived 
from  the  supervision  of  public  accounts,  among  which  he  enumerates: 

First.  A  curtailing  of  public  indebtedness.  In  this  connection  he  states  that  in 
Wyoming  he  has  succeeded  in  securing  the  enactment  of  a  law  making  it  an  offense  to 
create  any  floating  indebtedness  in  excess  of  the  actual  receipts  of  the  current  year, 
and  providing  that  any  such  indebtedness  shall  he  null  and  void,  but  would  operate 
aa  a  lien  agamst  the  officers  creating  the  same  and  their  bondamen.  The  reeult  of 
this  is  that  every  county  in  the  State  is  now  on  a  cash  basis,  and  the  expense  of 
maintaining  the  county  and  municipal  govemmenla  haa  be«n  decreased. 

Second.  State  supervision  eliminates  the  opportunities  for  embezzlement,  and  at 
tbe  same  time  corrects  the  innocent  mistakes  of  fldudary.  officers 
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Third.  This  ayBtetn  rednccfl  taxadou.     (105-110.) 

S.  Gmeral  mlerett  in  public  aixountitig. — Sir.  Foote  etatee  that  frithin  the  last  2  or  3 
years  the  movement  in  the  direction  of  uniformity  in  public  acwiuntfl  ha§  grown  very 
npidly.  There  are  some  12  or  14  oi^anizatione,  representing  every  Bpeciee  of  public 
Dtility,  and  dlffereot  orgamzatioDH  of  municipal  reformeie,  at  present  on  record  in 
favor  of  initiating  this  eygtem  of  accounting,  and  they  have  committeex  appointed 
(rtudying  the  question.  He  calls  attention  to  certiun  proposed  billa,  prepared  by 
himself,  which  he  Btatee  will  be  introduced  in  many  of  the  legislatures  at  their  next 
seceions.'     (122,123.) 

The  League  of  American  Mnnicipalities  adopted  the  folIowiDE  resolution  in  1900; 

"Remired,  That  uniform  munici^  accounting  is  desirable,  and  that  the  executive 
committee  of  this  league  is  authonied  to  cooperate  with  other  org^izations  to  that 
end,  through  its  president  and  secretary,  or  in  such  other  manner  as  it  sees  fit "    (111.) 

O.  Street  rallvraj' developnuent  and problem«.~l.  £^tctr^aj^Ueaiwa 
of  fUdrieily  lo  itreet-railii:ay  rytUTM. — Hon.  Charvhs  Francis  Adamh,  of  Boston,  says 
that  the  introduction  of  electricity  has  entirely  chanoed  the  character  of  the  street- 
railway  system  and  is  reftlly  introducing  a  snbordinate  system  of  railroads.  The 
motive  power  is  the  only  difference  between  the  street  railwayg  and  the  railroads. 
All  the  conditions  in  respect  to  street  railways  have  changed  so  far  u  speed  is  con- 
cerned, and  they  are  rapidly  changing  with  recard  to  the  methods  of  doing  businees. 
Bometimes  the  street  railways  go  through  at  feast  a  dozen  different  municipalities 
and  operate  roads  50  miles  in  length.  The  time  is  not  remote  when  these  street 
railways  will  have  to  be  operated  at  a  rate  of  speed  which  has  hitherto  been  incom- 
patible with  the  joint  use  of  the  street  with  other  conveyancefl.  In  order  to  perform 
their  functions  they  will  have  to  run  very  laive  cars  close  together.  They  will  have 
to  carry  freight  and  do  other  things  not  done  in  the  past  "nie  cars  are  now  beine 
made  very  much  heavier  than  used  to  be  the  case,  and  the  solidity  of  the  track  used 
is  not  in  any  way  different  from  that  of  the  railroad.  With  the  heavy  care  and  the 
solid  tra«k,  a  very  gre«t  rate  of  speed  can  be  made  with  safety.     (S25,  S^.} 

2.  Groirlhof  ttTtet-Tailtiay  lysUmt.^-'yii.  AoAiissaysthatslthough  the  recent  growth 
of  Ftreet-railway  systemB  has  been  very  great,  the  appliances  and  methods  are  all 
tentative  and  elementary,  and  that  street-railway  systems  are  going  to  be  developed 
to  an  extent  bevond  anything  which  can  now  be  realized.  The  time  will  soon  come 
when  there  will  have  to  be  a  separation  of  the  highway  from  the  railroad  trafhc.  In 
the  cities  there  will  be  elevated  roods  or  subways;  in  the  country  districts,  instead  of 
running  on  streets,  as  is  now  the  case,  the  street  railways  will  run  on  private  rights 
of  way.  In  the  West,  street  railways  now  mn  for  miles  and  mites  on  private  rights 
of  wav  through  the  country.      (826,  827.) 

3.  heffitlation  Jot  ttreet-^ailway  /rancAw«.  — Hon.  Cradles  Francis  Abams,  of  Bos- 
ton, says  that  in  order  to  secure  satisfactory  results  from  our  street-railway  systems 
there  will  have  to  he  a  great  deal  of  new  legislation.  We  must  p;o  back  in  legislation 
and  build  from  a  new  foundation.  A  new  power  has  come  into  existence  which 
requires  radically  different  treatment  from  anything  we  have  had  in  the  past.  It 
would  require  ^freat  study  to  determine  what  legislation  should  be  enacted.  The 
one  thing  that  is  clear  is  tnat  there  should  be  such  legislation  as  would  permit  the 
separating  of  highways  and  street  railroads.     (S26,  829,  830. ) 

H(in,  CnARLEs  Fkancm  Adams,  of  Boston,  says  that  the  street-railway  companies 
of  MasBchusetts  are  organized  under  a  general  law,  but  have  to  obtain  their  fran- 
chises from  each  municipality  in  which  they  operate.  This  system  of  local  franchises 
is  part  and  parcel  of  the  old  theory  that  a  street  railway  is  merely  a  matter  of  local 
interest,  whereas  to-day  the  street  railway  runs  through  a  numher  of  different  towns 
and  has  to  face  the  regulations  and  the  selectmen  of  those  different  towns  and  satisfy 
them  all.  The  system  works  badly  and  is  an  impossible  one  under  present  condi- 
tions.     (827,  828,  830.) 

Mr.  Adams  further  says  that  in  Massachusetts  street  railways  liave  always  had 
indefinite  franchises;  that  is,  franchises  subject  to  revocation  at  any  time  by  the  local 
authorities.  It  is  an  absurd  syett'm  of  tenure,  and  it  would  not  have  been  expected 
that  any  large  investment  of  capital  would  have  lieen  made  under  it;  hut  as  a  matter 
of  fact  it  has  been  found  that  more  satisfactory  results,  ;>olitica1  and  economical, 
have  been  produced  under  it  than  under  any  other  system  yet  devised.  In  many  of 
the  Western  States,  where-  limited  time  franchises,  suhjei'l  to  renewal,  have  heen 
granted,  the  renewal  of  the  franchises  has  been  one  oi  the  most  crying  causes  of 
mnnicipal  corruption.     (829, 830. ) 

4.  Comparison  bOvxeti  American  and  EuTopran  ulreet  railvMy. — Mr.  C.  F.  Adaus 
8aye  that  there  is  not  a  street-railway  system  in  Europe  that  he  has  seen  or  has 
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knowled^  of  which  wonld  be&r  comp&rieon  with  the  utreet-railwar  systeDu  in 
AmericMi  citiee.  EverytbmgDp  to  dato  which  the  Kurope&n  ayBteniH  liAve  is_purelv 
American.  All  the  companies  want  ia  to  get  their  money  back,  and  they  get  it  back 
by  giving  the  poorest  of  accommodatJanH  and  by  managing  their  trafijc  in  the  most 
niggardly  way.  The  Knropean  municipaliciee  are  very  restrictive.  They  have  been 
so  ^raid  ot  being  cheated  that  they  cheat  themeelvea  and  will  not  give  an  oppor- 
tnnity  for  tliat  development  which  is  eaeential  to  any  enterprise.  The  Gla^^w 
street-railway  eystem  ia  nothing  but  a  very  imperfect  American  eystem.  Pares  are 
graded  aceoraing  to  the  distance  traveled.  There  is  no  system  of  transfers,  such  as 
IS  found  in  this  conntry,  by  which  a  passenger  can  ride  16  or  20  milee  for  10  centa. 
(828.) 

5.  MattachtiKOt  Electric*  Company. — Mr,  Jackson,  a  member  ot  the  Maaeachuaetle 
State  txiard  of  railroad  commiHdoaers,  eaya  that  tne  Ma«achuaetts  Electrics  Com- 
pany is  an  unincoiporated  association  which  owns  stocks  in  certain  street-railway 
corporationB,  very  Urgely  those  in  eastern  and  aoutheastem  Massachusetts.  Theae 
stocks  stand  in  the  names  of  certain  persons  as  trustees.  The  trustees,  who  are  16  in 
number,  have  a  1«^  title  to  the  stock  and  control  the  maniigement  of  the  street-rail- 
way coiporations  in  which  they  own  by  voting  the  slock.  They  exercise  practically 
the  ordinary  duties  of  a  boara  of  dircxiiiors.  The  association  issues  preterred  and 
common  shares  and  has  a  so-called  capital  stock.  Strictly  speaking,  the  association 
has  no  stock.  Jt  has  no  shares  known  to  the  laws  which  cover  the  issuing  of  slock 
and  which  limit  the  purposes  for  which  stock  may  be  isued.  Mr.  Jackson's  under- 
standing is  that  the  Maeeochusetts  commiseioDer  of  corporations  does  not  pace  upon 
the  ownership  of  the  certificates  issued  by  this  company. 

In  order  to  equalize  thinf^  and  to  make  the  prosperous  companies  help  out  the 
weaker  companies,  there  might  be  a  temptation  for  the  trustees  to  improperly  man- 
age some  particular  company  or  companies  which  they  control,  but  these  trustees 
are  governed  by  the  same  laws  which  apply  to  the  ordmary  holders  of  stock.  The 
Ma^acbusetls  board  of  railroad  commissioners,  in  passing  upon  queetiona  which 
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come  up  in  connection  with  the  street  railways  controlled  by  theee  trustees,  pays  n  . 
attention  whatever  to  the  ownership  of  the  stock.  The  ftnancial  interests  or  affairs 
of  the  Massachusetts  Electrics  Company  receives  no  consideration  from  the  board  of 
railroad  commissioneis.  Mr.  Jackaon  thinks  that  the  certificates  issued  by  the  Mae- 
BBchuaetts  Electrics  Company  aggr^ate  something  more  than  the  actual  investment 
value.     {844,845,840.) 

B.  BoOon  streei-TaUway  tyetem. — Mr.  J.  F.  Jackson,  a  member  of  the  Maasacbosetts 
State  board  of  railroad  commissioners,  says  that  the  Boston  Elevated  Rulway  Com- 
pany now  controls  all  the  surface  street  railways  operated  in  Boston.  There  is  only  one 
suburban  company  independent  of  the  Boston  Railway  Company  which  makes  Boston 
its  terminal.  There  are  two  distinct  methods  of  street-railway  operation  now  in  Bos- 
ton— subway  and  surface,  Theelevated  rail  way  will  be  in  operation  very  soon.  The 
elevated  system  goes  from  one  end  of  the  city  to  the  other,  and  passes  through  the 
coneeeted  district;  the  subway  is  in  the  congested  district  itself;  the  surface  roads 
are  lu  both  suburban  and  congested  districts.  The  general  opinion  is  that  the  sub- 
ww  has  been  a  aucceas.     (843,844.) 

7.  VfslibiUei  on  ttreet  can.— Mr.  Jackbon,  a  member  of  the  Massachusetts  Slate 
board  of  railroad  commissioners,  aays  that  a  statute  was  passed  in  Massachusetts 
makingit  mandatary  upon  all  street  railwaysoutside  of  Boston  to  have  vestibules  on 
the  cars  during  certain  winter  months,  for  the  protection  of  the  motormen  and  con- 
ductors. It  was  contended  by  the  Boston  Elevated  Railway  Company  that  veoti- 
bulee  would  be  dangerous  in  some  of  the  narrow  streets  of  Boston.  The  legislature 
referred  to  the  boaM  of  railroad  commissioners  one  question,  viz;  Whether  or  not  it 
was  consistent  with  safety  that  the  Boston  Elevated  Railway  Company  should  use 
veetibulee  on  its  street  cars.  The  board  held  several  pubnc  hearings  and  made 
inquiries  all  over  the  United  States  and  Canada,  with  the  result  that  it  decided  tiiat 
vestibulee  could  be  used  with  safety,  under  proper  conditions.  As  a  result  of  that 
decision  the  Boston  Railway  Company  mnst  equip  its  cats  within  a  certain  number 
of  yeaiB  with  veetibulee.  In  order  that  there  might  be  no  injury  done,  however,  the 
board  interpreted  the  Btatate  so  that  the  company  is  to  test  the  vestibule  in  the  most 
difficult  places  first.  If  the  decision  of  the  board  that  vestibules  are  sale  is  proved 
to  be  enoneouB  it  may  recall  ile  recommendation.     (842,  843.) 
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XVI.  BAILWAT  LABOB.    I.ABOB  WmBTIOSB  OENXBAIJ.T. 

[Bee,  alto,  u  to  condlUoai  of  labor  In  uithiaclte  coal  fletd.  p.  ci.irv.] 

A.  EmplorineBt  and  dlackarg*- — ^-  Oondmont  of  entrance  to  enaiU^/meiU. — 
Hr.  FuLLKB,  representing  the  brotherhoode  of  tuIwb]'  etnployeeB,  eaya  that  raibood 
companies  nave  variotia  rules  regarding  the  oonditiona  of  entering  employment. 
Some  of  these  reqaireownts,  such  as  thoee  that  the  men  shall  be  examined  as  to  the 
working  roles,  the  handling  of  machinery,  ajipaiBtns,  and  their  duties  genentUy,  are 
coneideted  fair  and  just  Other  conditions  imposed  by  certain  railway  companiee, 
however,  are  conudered  unfair  by  Ute  employees.  Thus,  aome  companiee  Mtempt 
to  prevent  employees  from  holding  memberahip  in  labor  organizations.  Variooa 
States  have  passed  laws  forbidding  this  practice,  but  the  canrte  have  in  several  cases 
held  them  unconstitutional.  The  practice  is  also  forbidden  by  act  of  Congrees,  but 
the  spirit  of  the  law  is  often  violated.  The  requirement  that  employees  shall  become 
memDets  of  railway  relief  associations  is  sometimes  made  and  is  also  considered 
DniusL     (10.) 

2.  PhygKol  examinaliotu. — Hr.  Fullbb  says  that  railway  companies  very  generally 
require  employees  to  pass  a  physical  examination.  The  witness  submitted  a  form  of 
the  surgeon's  certificate  required  by  one  company.  This  provides  a  test  for  the 
ability  of  the  eyes  to  distinguish  types  at  certain  distances  and  to  distinguiah  colors. 
The  hearing  is  also  tested.  The  certificate  declares  that  the  applicant  has  been  suc- 
cessfully vaccinated  and  that  hedoesnot  manifest  any  evidence  01  the  abnee  of  intoxi- 
cattne  liquora.  Disqualifying  defects  are  enumerated  in  the  surgeon's  certificate  and  ' 
^flo  defects  which  do  not  aieqoalify,  and  the  suigeon  expresses  his  opinion  as  to 
whether  the  candidate  is  qualified  or  otherwise.  The  witness  has  been  told  that  this 
companv  makes  its  examinations  very  rigid  and  that  the  applicanla  are  requited  to 
strip  before  the  surgeons. 

llieBe  physical  examinations  have  resulted,  says  Mr.  Fuller,  in  injustice  to  many 
competent  employees.  Even  alight  injuries,  such  as  the  loss  of  a  finger  or  a  part  of  a 
hand  or  foot,  which  would  not  in  the  least  interfere  with  the  performance  oi  duties, 
are  made  grounds  for  excluding  appUcants. 

The  reports  of  the  Interstate  Commerce  Commisdon  show  that  in  1898  1  trainman 
out  of  every  11  received  some  injury,  and  such  rules  as  these  accordingly  tend  to 
exclude  a.  very  laige  number  of  persons  seekine  new  employment. 

Many  railnWs  have  also  adopted  an  age  limit,  and  will  not  employ  persons  above 
that  age.  Some  roads  make  this  age  as  low  as  25  years,  while  others  fix  it  as  high 
as  40  years.  There  is  a  great  army  of  employees  over  this  age,  and  the  result  of  the 
rule  is  often  to  deny  employment  to  thorougnly  competent  men  who  lose  their  for- 
mer situations.     (10-14.) 

3.  Diteharge  and  tuepentian  ^empUn/ee*. — Mr.  Fcllxr  says  that  the  plans  of  disci- 
pline on  the  different  railroads  vary  greatly.  An  act  which  would  be  considered  a 
serious  offense  on  one  road  may  be  treated  lightly  on  another.  The  t^eral  reasons 
for  discharge  and  auspensiou  aie  violating  rales,  negligence,  responsibility  for  acci- 
dents, oversleeping,  and  intempenmce. 

Mr.  Fuller  believes  that  discipline  Is  often  inflicted  upon  employees  for  offenses 
which  result  from  the  oxoearive  strain  placed  upon  them.  The  adoption  of  heavier 
engines  and  longer  trains,  and  especially  the  introduction  of  new  systems  of  report- 
ins  business,  which  often  require  twice  as  much  time  on  the  part  of  employees  as 
b^ore,  has  greatly  increased  the  strain  upon  them. 

There  are  also  many  instances  in  which  men  are  discharged  or  sospended  through 
the  prejudice  of  subordinate  offlcere.  Where  the  employees  are  strongly  organized 
they  often  succeed  in  securing  the  reinstatement  of  poisons  unjustly  discharged  or 
suspended. 

The  witnem  believes  tliat  legislation  should  be  enacted,  requiring  railroad  com- 
panies to  allow  employees  who  are  accused  of  any  oHense  to  see  and  hear  all  evidence 
against  them,  and  that  specific  reasons  in  wnting  should  be  given  to  them  for 
^BchBTge.     (12.) 

B.  Blacklisting,— Mr,  FuiXRB,  representing  the  brotherhoods  of  lailroad 
employees,  declares  that  blacklisting  of  railroad  employees  is  still  a  common  prac- 
tice, though  apparently  not  as  serious  as  it  used  to  be.  With  reference  to  the  black- 
listing of  employees  after  the  strikes  of  1S94,  the  witness  quotes  from  an  editorial  in 
tiie  Railroad  Trainmen's  Journal  for  April,  1899,  which  states  that  in  the  past  few 
months  the  force  of  this  most  potent  weapon  of  capitalism  liad  been  felt  as  never 
before.  Men  looking  for  railruid  work  since  the  strike  who  were  not  able  to  give  a 
satisfactory  account  of  their  whereabouts  and  actions  during  that  time  by  positive 
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proof  were  entirely  unable  to  aecare  employment  There  waa  no  doubt  in  the  nunds 
of  workingmen  of  the  axiitence  of  the  blacKlisting  syBtem,  tfaoogh  it  was  practically 
always  impoeeible  to  obtua  evidence  of  it  The  editorial  quotes  a  newspaper  report 
from  Denver,  dated  March  7,  1895,  to  the  effect  that  J.  A.  Hamilton,  formerly  a  con- 
ductor on  the  Atlantic  and  Pacific  Railroad,  committed  suicide  on  that  day.  fie 
had  been  out  of  work  ever  since  the  strike.  Wherever  he  went  the  blacklist  was 
ahead  of  him.  Even  if  be  p>t  work  for  a  day  or  two,  he  would  be  dismissed  as  soon 
S8  his  connection  with  the  strike  was  discovered,  the  statement  being  eiven  that  his 
service  was  unsatMactorv.  As  a  last  reeort  he  wrote  to  his  old  tmmmaster,  hut 
received  a  reply  that  nothing  could  be  promised  to  a  man  who  tuid  taken  part  in  the 
strike. 

The  editorial  referred  to  commended  a  bill  which  had  been  introduced  into  the 
Minnesota  legislature  prohibiting  blacklisting,  and  especially  declaring  against  the 
use  of  watormarks  and  ciphers  or  secret  marks  in  lettois  furnished  to  empioyera. 

Mr.  Fuller  «ays  further  that  many  Statee  have  passed  laws  against  blacklisting, 


and  that  the  act  of  Congress  approved  June  1,  189S,  makes  it  a  miademeanor  for  any 
employer  to  attompt  to  prevent  a  former  employee  from  obtaining  employment.  All 
these  utws,  however,  are  evaded,  and  it  is  almost  impossible  to  obtain  proof  of  the 


le  of  the  block  list.  As  evidence  of  the  feeling  of  employees  on  this  subject  the 
witness  quotes  a  resolution  adopted  by  the  organized  employees  at  Sail  Antonio, 
Tex.,  September  9,  1896,  declarmg  that  the  syBtem  is  in  direct  conflict  wilt)  the 
principle*  on  which  this  Government  is  founded  and  demanding  legislation  which 
will  forever  prohibit  it.  The  witness  says  that  in  recent  yeare  the  former  method  of 
blacklisting  has  been  lar^ly  abandoned,  but  that  practically  the  same  results  are 
secured  by  private  correepondence  between  railroad  employere.  Men  seeking 
employment  are  required  to  give  the  names  of  all  roads  for  which  they  have  worked 
danng  a  certain  number  of  years  and  the  reasons  for  leaving.  The  pmplo\'er  then 
writes  to  the  former  employers,  and  if  their  statements  are  not  satislaclury  the  appli- 
cant is  rejected.  The  witoess  submitted  a  blank  form  used  by  one  railroad  company 
for  applications  as  illustration  of  the  method  employed.  This  form  contains  a  note 
to  the  effect  that  the  applicant,  after  swearing  to  the  application  blank,  may  be 
allowed  to  enter  service  on  probation,  "but  it  must  be  distinctly  underatood  that 
before  he  can  be  considered  an  accepted  employee  the  written  approval  of  the 
employing  offlcera  must  be  obtained.  By  this  arrangement,  says  Mr.  Fuller,  a 
man  may  be  put  to  wcrk  immediately  when  badly  needed,  but  the  railroad  com- 
pany retains  the  right  to  dismis  him  as  soon  as  it  has  heard  from  his  former 
employers. 

The  witness  considers  that  this  method  of  private  correspondence  regarding  the 
qualifications  of  employees  frequently  results  in  great  Injustice,  Unscrupulous  offi- 
cers often  pursue  former  employees  vindictively,  although  it  may  be  that  they  have 
been  guilty  of  no  wrong  and  have  not  broken  any  rules  of  the  company.  If  the 
employee  were  permitted  to  see  the  diaries  made  against  him  and  to  combat  them, 
the  system  would  not  be  so  objectionable,  but  he  is  denied  this  privilege  and  is 
merely  lold  that  his  references  are  not  good,  or,  as  in  one  instance  cited,  ie  falsely 
told  that  his  meditxl  examination  was  not  satisfactory. 

In  view  of  theee  conditions,  Mr.  Fuller  recommends  the  adoption  of  State  and 
national  laws  prohibiting  any  railroad  company  from  furnishing  any  record  whatever 
of  any  employee  to  any  other  company,  either  by  private  letter  or  otherwise.  The 
postal  laws  and  the  intenttate-commerce  laws  should  prohibit  the  transportation  of 
such  correspondence. 

The  witness  also  criticises  the  requirement  of  an  oath  in  connection  with  applica- 
tions for  employment,  which  is  very  common  and  which  is  provided  tor  in  the 
application  mank  submittad  by  him.  Me  sa^ys  that  oaths  should  not  be  used  too 
commonly  lest  the  respect  for  them  shall  be  diminished.  Moreover,  employees  who 
are  ordinarily  holiest  and  law-abiding  are  tempted  by  fear  of  unfavorable  reports 
from  former  employers  or  for  some  other  reason  to  make  false  statements  in  con- 
nection with  their  application.     ( 12-17.) 

Mr.  FiTZPATRiLK,  of  thc  Brotherhood  of  Railroad  Tr^nmen,  says  that  it  is  the 
genen.1  custom  in  railway  service  to  give  letters  of  recommendation  to  men  who  are 
discharged  because  of  neccaaary  reductions  in  the  force.  Usually  the  superintendent, 
of  his  own  accord,  sends  such  a  letter  to  the  discharged  employee.     (838.) 

Bldcklitting  by  the  Reading  Road. — Mr.  Fitzpatbick.  of  the  Brotherhood  of  Rail- 
road Trainmen,  says  ttial  the  men  who  have  been  aischarged  by  the  Reading  road 
because  of  their  memberehip  in  the  Brotherhood  of  Railroad  Trainmen,  have  been 
practically  blacklisted.  When  they  seek  emplovment  elsewhe'i;  the  officials  refuse 
to  employ  them  until  they  refer  back  to  the  roaa  by  which  they  were  last  employed. 
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After  it  ia  diKovered  that  the  offldale  of  the  Reading  nwd  diupprove  of  their  work- 
ing anjwhera  else  the  men  are  told  thftt  they  are  not  needed.  A  great  many  offici&la 
would  emplo}'  a  man  if  he  were  sober  and  indiuitrious  regardlem  of  the  kind  of 

lendation  which  citine  from  the  R<*iii^  road.     Unfortunately,  these  men 

>t  fallen  in  with  these  officials.  The  Pennsylvania  law,  providing  that  work- 
men shall  not  be  discriminated  against  because  of  membership  m  a  labor  union,  has 
been  declared  unconatitutional.  An  appeal,  however,  has  been  token  from  that 
decision.     (835,  836.) 

C.  VFaceiorrallwaf  emnloreei.— 1.  Iiiae»  of  different  dattet.—i/lt.FviAXR, 
representing  the  brotherhoods  of  railway  employeee,  says  that  engineers  are  paid  the 
highest  wages  among  the  different  claascB  of  railway  employees,  condactors  the  next 
highest,  and  firemen,  brakemen,  and  telegraphers  follow  in  the  order  named.  The 
reason  why  telegraphers  ore  paid  the  lowest  wo^,  despite  the  fact  that  they  are 
very  skilled  employees,  is  that  they  have  been  the  last  to  form  organizations  and 
are  as  yet  very  weakly  organized.  There  is  perhaps  also  an  oversupply  of  operators 
turned  out  from  the  business  colleges  of  the  country,  although  most  who  receive  em- 
ployment have  learned  the  business  from  railway  agents  and  operators  themselves. 

Railway  companies  often  jueti^y  reductions  in  wages  because  of  a  falling  off  in  the 
volume  of  their  bueiaeBB.  They  seldom  reetore  wa^  alter  reductions  or  advance 
them  unless  under  the  prevuro  of  labor  organizations.  Thorough  organization  is 
essentia]  to  stahiUty  of  wages.     (11.) 

2.  It^iueneet  affecting  wagei. — Mr.  Fl'^leb  declares  that  beyond  question  the  wages 
of  railway  employees  ore  more  or  less  dependent  upon  the  revenues  of  the  railroads. 
The  employeee  ]ike  to  see  the  roads  prosperous  and  makiiig  money.  Rate  wars 
doubtless  tend  to  reduce  wages,  and  the  wme  is  true  of  ticket  brokerage.  There  is 
no  doubt,  Mr.  Fuller  says,  that  the  scalping  busine»  has  taken  many  dollars  from 
the  earnings  of  the  railnMOs,  and  being  founded  on  deception  and  forgery,  the  prac- 
tice should  be  prohibited  by  law.  Conducteis  especially  are  injured  by  ticket 
scalping. 

The  watering  of  stock  also  tends  to  reduce  wages  by  requiring  hoger  dividends. 
Consolidations  sometimes  result  in  detriment  to  the  employees,  especi^ly  where  the 
wi^es  and  conditions  on  the  lines  which  do  the  absorbing  are  unfavorable  and  are 
extended  to  the  employees  on  the  lines  absorbed.  Where  the  conditions  and  wages 
are  more  favorable  on  the  absorbing  lines,  the  employees  of  the  absorbed  lines  gen- 
erally share  in  these  advantages,  especially  as  the  employeee  on  the  large  lines  are 
usually  well  organiied.     (71.) 

D.  RelatloDs  of  employen  and  orsanlzatlons  of  employeea. — 
1.  BaUway  brotherhoods. ^Ht,  Fi'llbr  says  that  the  objects  of  the  railway  brother- 
hoods are  to  better  the  pay,  hours,  and  general  conditions  of  their  members  through 
negotiations  with  the  managements  by  committees.  They  have  also  secured  favor- 
able legislation  and  have  raised  the  moral  standard  of  railway  employees.  They 
have  quite  thorough  control  over  their  members.  On  some  roads  nearly  100  per 
cent  of  the  employees  belong  to  the  brotherhoods,  and  on  others  not  more  than  75 

er  cent  ^aplof  ees  who  are  not  members  profit  by  most  of  the  advantages  secured 
rongh  orgamzatiun,  which  are  very  numerous  and  great.     (69, 70. ) 

Mr.  Fuller  believes  that  more  compact  federation  between  the  different  organiza- 
tions of  railway  employees  would  be  advantageous  to  each  oivanization  in  its  dealings 
with  employers.  The  success  of  the  strongly  organized  brotherhoods  shows  the 
desirability  of  carrying  organization  further.      (H-T 

Mr.  Firz PATRICK,  third  vice  grand  master  oi  the  Brotherhood  of  Railroad  Train- 
men, says  that  the  brotherhood  was  formed,  as  stated  in  its  preamble,  to  unite  the 
railroad  trainmen,  to  promote  their  general  welfare,  to  establish  harmonious  riila- 
tions  between  them  and  their  employers,  to  insure  the  lives  of  its  members,  anil  to 
protect  those  dependent  upon  them.  The  money  for  the  insurance  fund  is  rained  by 
monthly  asesHmente.  Wages  and  hours  of  labor  were  secondary  considerations  in 
the  formation  of  the  association.  The  association  has,  at  the  present  time,  more 
than  38,000  members.  The  members  are  principally  switohmen,  brakemen,  and 
condactors.  The  association  is  closely  associated  with  tne  Brotherhood  of  Locomotive 
ilremen  and  Engineers,  and,  in  fact,  with  all  labor  organizations.     (831, 832. ) 

Qmtideration  i^  grievances  by  Brotherhood  of  Railroad  Trainmen. — Mr.  Fitkpathick, 
of  the  Brotherhood  of  Railroad  Trainmen,  savs  that  it  is  provided  by  the  rules  of 
that  brotherhood  that  anv  member  who  conaiaers  that  he  haa  been  unjustly  treated 
by  his  employer  shall  mace  a  statement  of  his  grievance  in  writing,  and  after  having 
secured  the  signature  thereto  of  the  majority  of  the  members  of  his  lodtie,  shall  pre- 
set the  mme  at  a  meettng  of  the  lodge.    If,  by  a  majority  vote  of  the  members,  the 
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griev&nce  ia  Biutauied,  the  local  grievance  comniittee  IH.7S  the  matter  before  the 
proper  railroad  officer.  If  the  result  of  this  is  not  nljafactory,  the  matter  may  be 
referred  to  the  tceneral  grievsnce  committee.  In  16  years  the  Brotherhood  of  Rail- 
road Ti«ininen  has  been  engaged  in  but  2  strikes,  each  of  which  was  settled  by  the 
arbitration  committee.     (631.J 

2.  Striiei  and  disputa  on  radwayt. — Mr.  Fuuxn  says  that  the  chief  cause  of  strikes 
OD  rmlways  is  difference  of  opinion  as  to  wages  and  conditions  of  emplovment,  though 
there  are  many  disputes  over  unjust  snspensionB  and  disminals.  Through  strong 
organization  of  emploveee  and  growing  consideration  b^  employers,  strikes  have  in 
late  yeara  been  ereatly  reduced.  They  are  conducted  m  a  peaceful  manner  and  the 
results  are  benencial  even  though  the  men  do  not  win  their  immediate  demands, 
~"  e  the  strike  demonstrates  that  the  employees  will  resist  injustice. 


that  they  transport  United  States  mail  in  connection  with  strikes.  In  many  _. 
the  BtrikeiB  have  agreed  to  work  sufficiently  to  transport  the  mails,  if  other  cf 
not  put  on  the  same  trains,  but  the  companies  woula  not  agree  to  this,  and  the  Gov- 
ernment should  require  them  to  do  so  and  not  allow  the  mails  to  be  detiuned  for  Uie 
sole  purpose  of  getting  other  cars  throngh  with  themand  prejudicing  the  public  mind 
against  Btrikers.      (70.) 

3.  Joint  agreemenit  at  to  ifte  rtmdxliont  of  empUnpnerU. — Mr.  Fulleb,  representing  the 
brotherhoods  of  railway  employees,  says  that  where  railway  employees  are  strongly 
oi^anized  the  conditions  of^labor  are  as  a  rule  determined  by  mutual  agreements 
between  them,  through  their  committees,  and  the  chief  officers  of  the  nulroads. 
These  agroements  determine  waees,  hours  and  overtime,  conditions  of  advancement, 
methods  of  trial  of  employees  bSote  suspenKion  and  dismissal,  etc.  The  system  gen- 
erally gives  the  greatest  satisfaction.  Where  employees  are  unorganized  they  are 
compelled  to  work  under  conditions  laid  down  bv  their  employers.     (10. ) 

4.  Arbitratitm  and  cfmtnlial<(m. — Mr.  Follke  aeclaree  himself  a  Ann  believer  in 
conciliation  and  arbitration.  Employees  generally  seek  these  methods,  but  employ- 
ers as  a  rule  are  unwilling  to  submit  questions  to  arbitration,  declaring  tliat  they  have 
nothing  to  arbitrate,  or  that  they  can  not  afford  to  let  outsiders  dictate  as  to  the  man- 
agement of  their  roads.  The  witness  does  not  think  compulsory  arbitration  would 
be  safe  tor  the  employees.  It  would  be  only  a  matter  of  time  until  the  courts  would 
be  made  arbitrators,  and  their  decisions  woiud  be  more  or  less  affected  by  corporation 
influence.     (70,  71.) 

5.  AuHude  of  A«uJtng  BaUroad  toioard  organized  labor.^Mr.  Fttzpatbick,  of  th« 
Brotherhood  of  Railroad  Trainmen,  says  ttut  during  the  last  lOyeare  i^uite  anumberof 
comnlaintsbavebeenmadeto  the  broUierhood  ttiat  men  liave  been  discharged  by  the 
Reaaing  road  because  of  their  affiliation  with  the  brotherhood.  There  are  at  pre- 
sent about  200  Reading  employees  out  of  a  total  of  some  3,500  wiio  are  eligible  who 
are  members  of  the  Brotherhood  of  Railroad  Trainmen.  Their  membership  in  the 
association,  however,  is  not  known  to  the  railroad  officials.  There  are  some  12  or  15 
lodges  of  the  Brotherhood  along  the  route  of  the  Reading  road.  The  members, 
however,  consiet  principally  of  Pennsylvania  Railroad  men,  though  there  are  a  few 
Reading  men  in  every  lodge. 

The  lodges  are  at  jnnction  points  of  the  two  roads.  Mr.  Fitipatrick  refers  spedflc- 
ally  to  two  recent  cases  where  men  have  been  discharged  by  the  Reading  road  for, 
as  he  believes,  l>elonffing  to  t^e  Brotherhood  of  Railroad  Trainmen.  In  January, 
1900,  he  was  requested  to  organize  a  lodge  at  Shamokin,  Fa.  Upon  his  arrival  there 
he  found  that  some  6  or  8  of  the  applicants  had  been  discharged.  When  these 
men  called  upon  their  division  officers  and  asked  for  the  cause  of  their  dismissal  the 
officers  declined  to  assign  any  cause.  All  of  the  men  discharged  were  prospective 
members  of  the  new  lodge. 

In  February,  1900, 10  membersof  the  Brotherhood  in  Philadelphia  were  discharged 
by  the  Reading  road,  all  being  discharged  within  a  few  days  of  eaoh  other.  All  of 
thesemen  wereable  to  produce  letters  showing  that  they  hadbecn  very  highly  compli- 
mented bv  the  railroad  officials  for  faithfulness  and  diligence  in  the  discharge  of  their 
duties.  They  presented  their  grievances  to  the  lodee  1»  which  they  belonged,  and  a 
committee  was  appointed  to  present  the  matter  to  the  railway  officials.  The  raiiway 
officiala,  however,  refuaed  to  treat  with  the  committee.  The  men  liad  stated  to  the 
officials  that  they  were  memlwrs  of  the  Brotherhood  and  had  been  appointed  by 
the  members  to  consult  with  the  officials.  The  three  members  of  the  committee 
were  discharged  on  the  following  day.     Some  of  the  men  who  were  discharged  took 
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the  matter  up  personally  with  the  general  superintendent,  and  he  told  them  plainly 
that  they  were  diecharged  on  account  of  their  affiliation  with  the  Brotherhood  of 
Railroad  Trainmen. 

The  National  Brotherhood  officers  have  not  attempted  to  reach  the  railway  offi- 
dala  in  respect  to  this  matter.  It  vob  felt  that,  inasmnch  as  they  had  refused  to 
meet  a  committee  of  their  own  employees,  it  would  not  be  of  any  use  for  the  national 
o^anization  to  attempt  to  make  an  appeal  to  them.  Furthermore,  the  attitude  of 
the  Beading  road  in  tne  past  had  led  to  the  belief  that  Its  officials  would  not  con- 
suit  with  the  officers  of  the  organization.  Attempts  made  by  officers  of  the  Brother- 
hood to  approach  the  railway  officials  in  the  past  had  not  been  successful,  and  there 
was  no  reason  to  believe  that  one  made  at  this  time  would  be  more  successful.  The 
road  has  the  same  general  superintendent  now  that  it  had  when  consultation  with 
the  Brotherhood  was  refused  formerly.  Some  10  or  IS  years  a^  the  road  made  it  a 
condition  of  employment  that  no  man  should  belong  to  a  latxtr  organization.  While 
the  road  was  in  the  hands  of  a  receiver,  the  Brotherhood  of  Baiiroad  Trainmen  went 
into  court  to  establish  the  right  of  employees  of  the  road  to  belong  to  it,  and  the 
court  records  will  show  that  the  company  was  bitterly  opposed  to  organizations  of 
nilroad  men.  If  it  had  not  been  that  tne  officials  of^  the  roaid  were  the  same  ones 
that  had  oppoaed  the  oaganization  in  the  past,  Mr.  Fitzpatrick  would  have  commu- 
nicated with  them  and  have  ascertainod  their  attitude. 

All  of  the  men  dismissed  at  Bhamokin  and  at  Philadelphia  were  members  of  the 
Brotherhood,  and  no  case  has  been  found  where  a  man  not  a  member  of  tjie  organi- 
zation has  b^n  discharged  in  the  same  mysterious  manner  in  which  these  men  were 
discharged.     The  places  of  these  men  have  been,  so  far  as  known,  filled  by  non- 

Tbe  oT^nization  had  never  hod  any  grievance  presented  to  it  by  employees  of  the 
Beading  road  up  to  the  time  of  the  Shamokin  and  Philadelphia  troubles.  This  was 
due,  however,  largely  to  the  fact  that  there  is  no  open  oiganization  of  the  men  em- 
ployed by  the  Beading  road,  and  that  the  company  has  the  men  under  complete 
submission.  The  Beading  road  is  the  onlv  road  in  the  United  States  that  refuses  to 
treat  with  organized  labor.     (833,  834,  83?;  840.) 

Mr.  Cfarlhi  Heebner,  counsel  for  the  Philadelphia  and  Reading  Bailway  Com- 
pany, states  that  (he  company  has  no  testimony  to  offer  in  respect  to  the  questions 
raised  by  the  testimony  given  by  members  of  the  Brotherhood  of  Bdlroad  Train- 
men,   m.) 

6.  AUibide  of  Paimiyltxinia  Railroad  toward  orgamzfdlabnr. — Mr.  Fjtzpatrick,  of  the 
Brotherhood  of  Railroad  Trainmen,  says  that  the  Pennsylvania  Baiiroad  has  been 
ver^ generous  in  its  treatment  of  the  Brotherhood  of  Railroad  Trainmen.  The  organi- 
lation  has  frequently  met  with  the  general  manager  of  the  Pennsylvania  Railroad  to 
consider  grievances  of  employees.  In  one  case  a  general  manager  refused  to  meet 
with  the  officers  of  the  or^nization,  but  it  is  not  the  policy  of  the  Peiinsvlvania  road 
to  refuse  men  a  hearing.  As  a  general  rule,  Pennnylvania  Railroad  officials  settle  such 
questions  of  difference  with  their  men  directly.     (S38,  841.) 

E.  Accident*.  Emplofert' liablllt)'.— 1.  Report*  of  acndenU.— Mr.  Fvi.i.mii 
favors  the  enactment  of  l^slation  requiring  railroatu  to  report  to  the  Interstate 
Commerce  Comjuiseion  the  real  causes  of  injurv  to  their  employees.  This  require- 
ment would  tend  to  reduce  the  numt)er  of  accidents  by  the  use  of  extra  precautions. 

(«.) 

2.  Employerg'  ImbUily  gaiemlly. — Mr.  Fullkb,  representing  the  Brotherhood  of 
Railway  Employees,  says  various  Stales  have  passed  laws  extending  the  liability  of 
employers  to  their  employees,  especially  witii  n^rd  to  railroad  companies.  In 
general,  however,  these  laws  have  not  greatly  modified  the  common-law  doctrine 
which  makes  the  employee  bear  practically  all  the  risks,  in  occupations  which  they 
voluntarily  enter.  In  particular  such  legislation,  except  in  a  very  few  States,  does 
not  make  railroad  companies  liable  for  injuries  resulting  from  acts  of  all  their 
employees,  the  liability  being  generally  confined  to  agents  and  certain  specific  classes  . 
of  employees. 

In  addition  to  such  provisions  some  States  have  limited  the  amount  which  an 
employee  can  recover  tor  injury.    In  other  States,  however,  the  Constitntion  pro- 

n  the  absence  of  statutes,  are,  as  a  general  rule,  favorable  to  the  employers.  The 
i«mmon-law  doctrine  especially,  in  so  tar  as  it  exempts  the  employers  from  liability 
lor  the  acts  of  feilow-servants,  is  considered  very  unjust  by  the  witness.  The  early 
English  decisions  establishing  this  rule  were  made  with  the  idea  that  employees, 
being  thrown  together,  were  m  a  better  position  to  know  their  abilities  and  to  pro- 
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ted  themselvee  agtunst  injury  than  the  emplojrera.  Bnt  at  that  time  employeee 
nsually  actnally  worked  together  on  the  same  piece  of  work;  often  there  were  only 

two  or  three  employees  in  a  shop.  The  juBtice  of  the  rule  entirely  disappeare  when 
it  ie  applied  to  gigantic  manufactaring  institutions  and  railroads,  where  thousands 
of  persona  work  m  a  common  employment  who  never  eee  eai^h  other  or  know  any- 
thii^  about  each  other's  capabilities  and  difiabilities.  Kven  if  an  employee  did 
know  that  another  was  incompetent  he  could  not  atop  hia  train  or  refuse  to  perform 
bis  duties  since  he  would  be  in  danger  of  dismissal  for  doing  so. 

Again,  the  witiiees  cousidera  that  the  doctrine  of  the  courts  as  to  liability  makes 
an  unfair  discrimination  between  the  public  and  the  employees.  A  paasenBer  buv- 
iniF  a  ticket  and  an  employee  entering  service  alike  make  no  contract  to  release  the 
railroad  from  responsibility.  If  the  paasenger  loses  two  Angers  he  can  recover  thou- 
sands of  dollars,  while  if  tfce  employee  loses  a  leg  or  an  arm  he  can  recover  nothing. 

3-  Fenmyb'ania  decisiong.^-Mi.  Fuller  submitted  a  brief  summary  of  the  legisla- 
tion and  court  decisions  on  this  subject  in  Pennsylvania.  There  is  no  general 
employers'  liability  act  in  this  State  and  the  common-law  rule  is  in  operation.  The 
constitution,  however,  provides  that  no  legislation  shall  limit  the  amount  to  be 
recovered  for  injuries  or  death,  and  in  case  of  death  a  rieht  of  action  must  remain  to 
the  heirs  of  the  person  killed.  By  t^^lation  this  liability  for  injuriee  resulting  in 
death  must  be  made  the  subject  ot  suit  within  1  year  after  death. 

As  to  liability  of  employers  for  acts  of  fellow-servants,  the  Pennsylvania  court 
decisions  cited  hold  in  general  that  only  direct  agents  of  the  employers,  having  full 
control  over  the  employees  in  a  department,  are  to  be  considered  as  vice  princiiwls, 
all  others  being  considered  fellow-servants.  Thus,  in  two  or  three  decisions  it  is 
held  that  only  when  a  master  places  the  entire  charge  of  bis  bu^ness,  or  of  a  distinct 
branch  of  it,  in  the  hands  of  an  agent,  retaining  no  oversight  of  his  own,  does  he 
become  liable  for  the  negligence  of  such  agent.  One  employed  as  foreman  to  con- 
duct and  manage  some  part  of  the  general  business,  even  with  authority  over  his 
coemployees,  is  not  considered  such  a  representative  of  the  employer.  Thus  a  min- 
ing boss  is  held  to  be  a  fellow-servant  with  those  under  him.  A  station  agent  and  a 
biakeman  are  fellow-servants;  alao  a  mail  agent  and  a  railroad  employee.  Laboreia 
employed  on  a  railroad  and  brokemen  and  conductors  or  others  e'mployed  on  a 
moving  train  are  fellow- servants. 

in  another  decision,  however,  it  was  held  that  where  the  master  delegates  duties 
which  the  law  imposes  upon  him  to  an  agent,  the  aitent,  whatever  hie  rank,  in  per- 
forming that  duty  acts  as  the  master  and  the  master  is  liable. 

By  other  decisions  it  has  been  held  that  if  the  master  exercises  ordinarv  diligence 
in  selecting  his  employees  he  is  not  liable  for  their  acts.  If  the  officers  of  a  railroad 
liave  made  careful  inquiry  and  believe  their  employees  to  be  faithful  and  competent 
the  company  is  not  liable. 

Another  uecision  which  Mr.  Fuller  considers  particularly  unjnst  (Frailer  v.  Penn- 
sylvania Railroad  Company),  holds  that  where  the  injured  »er\-ant  remains  in  the 
master's  employment  with  the  knowledge  of  the  incompetency  of  his  fellow  servant, 
he  can  not  recover  for  injuries  resulting  from  such  incompetency  unless  he  shows 
that  he  had  reason  to  believe  that  he  would  be  discharged  for  refusing  to  perform 
his  duties  or  that  he  would  be  place<l  where  the  negligence  of  the  incompetent  serv- 
ant would  injure  hiin.  By  this  decision,  says  Mr.  tuller,  a  trainman  might  com- 
plain to  a  railway  company  that  an  engineer  was  incompetent.  The  engineer  might 
accordingly  be  reduced  to  the  position  of  fireman,  brakeman,  switi:hman,  or  even 
section  band.  In  any  of  these  positions  his  negligence  might  cause  injury  to  the 
complainant.  The  courts  wriiiln  then  doubtla*  hold  that  the  complainant  could 
collect  no  damages  because  of  his  knowledge  of  the  incompetency,  even  though  the 
incompetent  person  was  employed  in  an  entirely  different  department. 

In  general  those  decisions'  which  hold  that  employees  of  a  common  master,  even 
though  of  ao  entirely  different  department,  are  fellow-servants  are  considered  unjust 
by  Mr.  Fuller.  Thus  if  a  trainman  at  Philadelphia  is  iniurecl  by  the  negligence  of  a 
telegrapher  at  Harrisburg  whom  he  does  not  know  and  has  never  seen  he  can  not 
recover. 

Still  other  deciuona  with  reference  to  liability  for  defects  in  materials  and  machin- 
ery are  cited.  Thus  it  is  held  that  the  servant  assumes  the  risk  of  obvious  defects  in 
things  which  he  voluntarily  uses.  The  employer  is  not  bound  to  stand  by  during 
the  work  and  see  if  a  danger  arises,  it  being  sufficient  if  he  provides  in  advance 
against  such  dangers  as  may  possibly  arise.  On  the  other  haad  it  is  not  necessaryto 
create  liability  that  the  master  shall  have  actual  knowledge  of  defects,  if  he  could 
have  disi'overed  them  by  reasonable  care  and  diligence.     {35-40. ) 

4.  VtKnMlitti  of  uniform  Uffithtion.—'M-c.  Klllbk  niaintaioB  further  that  the  ded- 
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sons  of  the  courts  under  the  common  law  in  Pemuylvania  aad  other  Stktee  are  verf 
conflicting  uul  cootwng.  Eminent  lawyera  coofees  that  the  law  m  bo  nncertain  as 
o  denumd  st&tate  [filiation.     Mr.  Bor^n,  one  of  the  moet  prominent  lawyers  u 


New  Jereev,  reported  to  the  State  (iepartmeut  oE  labor  Btatinics  that  "  the  present 
'  '     '   '  "  'y  ju^W  niade,  ai  '   '  '     '  »  .       . 

I'ersy  ani)  litigatii 
K  of  this  slate  of  affairs  Mr.  Fuller  advocates  legislation  b^  CungrcM  ^ving 


_     _.i  the  subject  is  exclusively  judRe  niade,  and  has  come  to  be  a  mass  of  legal 
pubtletieti  more  fruitful  of  coutroverEy  and  litigation  than  juMice." 


employees  of  intemtate  railrotids  the  sarae  right  of  recovery  for  injury  aa  ii 
penotiH  not  employees,  and  similar  legislation  by  the  States  as  to  the  rifi;hts  orper- 
scins  not  engaged  in  interstate  traffic.  Since  the  railroads,  by  their  titrict  niiex  as  to 
the  age  of  thooe  i«ebine  emDloyment  and  a«  to  physical  examination,  take  the  best 
of  American  manhood  the  olilifiation  upon  them  is  the  |i|[Teater  when  Iheir  employees 
are  crippled  and  maimed.  The  witnem  refers  to  various  resolutioos  pafHeo  by 
organizations  of  railway  employees  in  favor  of  inich  legielation.     ( 40. ) 

F.  Railroad  r«l|pra<Mi>Clall01U.~-l.  Genrral  rriliriion.  AUiludf  of  fmploy- 
tn. — Mr.  FvLLKB,  representinethe  brotherhoods  of  railway  employees,  protests agtunst 
the  managemettt  of  the  reliel  departments  which  are  maintained  by  various  lail- 
roadif.  He  says  that  fhoiuh  nominallj;  voluntary  they  are  really  compulnory;  that 
the  employeeo  have  not  sufficient  voice  in  their  management;  that  the  renuirement 
that  the  employee  shall  release  the  company  from  responsibility  lor  injury  in  caw 
he  accepts  relief  from  the  fund  is  unjust;  and  that  the  system  lends  to  injure  the 
oi)canizations  of  employees  and  to  increase  the  dependence  of  the  employees  upon 
their  employers.  The  system,  he  declares,  is  ^nerallv  unacceiitabfe  to  railroad 
employees,  who  believe  that  by  it  they  are  financially  robbed  and  are  deprived  of 
their  lesal  riehts.  In  this  connection  the  witncM  submitted  a  reeolution,  adopted 
hy  the  State  legislative  boanl  of  the  various  organizations  of  rsilroad  employees  of 
I^unsylvania,  adopted  April  27,  1000,  which  refers  specifically  to  the  relief  associa- 
tions on  the  Baltimore  and  Ohio,  Pennsylvania,  and  Reading  railmails.  One  of  the 
resolutions  adopted  was  as  follows: 

He^Urtd,  That  we  condemn  these  associations,  and  assert  that  instead  of  their 

■    1,  they  are  Itased  upon 

violation  of  the  laws 

asK  Congress  to  investigate  these  amociations  and 

:t  their  being  further  imposed  upon  railroad  employe* 

lile  at  present  only  a  small  number  of  railroads  o)>e: 

relief   associations  others  are  gradually  adapting  the  system,  and  the  targe  1' 

which  now  have  them  are  leasing  and  buying  other  roads  and  thus  extending  the 
application  of  the  system.  From  a  competitive  standpoint,  those  railroads  which 
operate  relief  departmentn  have  an  advantage  over  those  who  do  not. 

In  support  of  the  above  contentions  Mr.  Fuller  submits  a  large  amount  of  evi- 
dence, wnich  is  surrmiarized  below.     [43-59.) 

Mr.  FiTZP.\ntiCK,  of  the  Brotherhood  of  Railroad  Trainmen,  says  that  raitroadp, 
generally,  do  not  establish  relief  assodations.  The  principal  tozAb  having  such 
associations  are  the  Bnrlington,  the  Baltimore  and  Ohio,  the  Pennsylvania,  and  the 
Reading.  It  is  nnderstooa  (1900)  that  the  Southern  Pacific  is  going  to  inaugurate 
the  system.  Roads  having  these  associations  require  their  employees,  alter  a  dort'ir's 
examination,  to  become  members  of  the  aceociation.  Employment  is  t'ondilioned 
upon  membership,  and  the  assessments  are  deducted  from  the  salaries  of  members. 
The  employees,  Sir.  l''itEpatrick  understands,  are  required  to  sign  an  agreement  that 
tbey  will  accept  the  insurance  ^d  by  the  relief  association  in  lieu  of  all  other  claims 
Mainst  the  companies  for  injuries.  Among  the  15,000  railroad  men  with  whom  Mr. 
ritzpalrick  has  bad  association  during  the  past  year,  he  has  not  fo,und  one  who 
approved  of  the  plan  or  the  workings  oi  the  railway  company  insurance  Bssociationa. 
(832,  833.) 

'i.  (JomaalMrrs  meriAerthip  in  nlUf  organiattjiyrui. — Mr.  Fcli.er  declares  that  in 
practically  all  of  the  relief^  departments  maintained  by  railroad  companies  there  is 
virtoally  compulsion  upon  employees  to  become  members.  Applicant*  for  employ- 
mentare  not  engaged  unless  they  agree  to  join  the  association,  and  pressure  is  brought 
to  bear  upon  old  employees  to  join.  While  the  railroad  companies  refer  to  the  pay- 
ments made  by  the  members  to  these  funds  as  "  contributions,"  they  define,  in  the 
regulations,  the  meaning  ot  this  word  as  referring  to  that  portion  of  wages  which  the 
member  has  agreed  in  his  application  shall  be  applied  for  the  purpose  of  securing  the 
benefits.  The  word  Ib,  in  the  opinion  of  the  witness,  deceptive,  since  the  general 
DD'ierstanding  is  that  a  "contribution"  is  something  given  ot  one's  own  free  will. 

.Mr.  Fuller  submits  the  blank  form  of  application  of  four  of  the  leading  railroad 
relief  departraente.     In  the  Baltimore  and  uniu  relief  department,  ami  in  that  on  the 
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Plant  System,  theee  applications  contain  the  words:  "  I,  ,  desiring  to  be 

employed ,  do  hereby,  as  one  of  the  ponditions  of  euch  employment,  apply  for 

memberehip  in  the  relief  department."  On  the  Penns)']vania  lUilroad  and  the 
Philadelphia  and  Reading  Railroad  the  application  for  membership  does  not  contra 
these  clauses,  the  applicant  merely  etating  that,  beiog  emploved  by  the  railroad,  bv 
reason  of  such  employment,  he  applies  for  membership.  In  tneeascof  allfoHr  blank 
forms,  the  appiicant  agrees  to  be  bound  by  the  rf^ulations  of  the  department  and 
agrees  that  uie  company  shall  monthly  apply  from  tiis  wa(^  sums  at  a  specified  rate 
as  a  contribution,  in  return  for  which  the  applicant  receives  benefits  at  a  specified 
rate,  the  payments  by  the  employee  varying  according  to  the  amount  of  benefit  to 
be  received.  In  all  four  forms  also  the  applicant  aareea  that  the  application  shall 
constitute  a  contract  and  an  irrevocable  authority  to  the  company  to  appropriate  the 
said  amounts  from  wages. 

In  view  of  the  provisions  in  the  Baltimore  and  Ohio  and  Plant  Sratem  departments, 
Mr.  Fuller  asks:  "When  the  employee  is  required  to  join  the  relief  department,  as 
a  condition  of  employment,  is  not  membership  in  that  department  compulsory?" 

Mr.  Fuller  further  submitted  a  cireular,  issued  by  President  Huntington,  of  the 
Southern  Pacific  Railway,  February  15,  1900,  declaring  that  after  March  1  appli- 
cants for  employment  must  become  members  of  the  relief  department.  He  also  sub- 
mitted a  letter,  dated  March  20, 1900,  signed  by  a  supervisor  on  one  of  the  divisions 
of  the  Pennsylvania  Railroad,  addressed  to  all  foremen,  and  directing  them  to 
increase  their  respective  forces  by  an  additional  laborer:  "Condition  of  employment 
of  this  man  is  that  he  join  the  relief  fund."  Another  letter  by  the  same  BUi»erviflor, 
with  reference  to  a  particular  employee,  which  says:  "  Please  get  him  to  join  the 
relief  fund  at  once.    If  he  will  not,  get  another  man  that  will." 

The  witness  also  refers  to  the  evidence  of  Prof.  E.  R.  Johnson  before  the  Industrial 
Commission  as  to  the  statements  of  officers  of  railroad  corporations  regarding  the 
compulson'  featuresof  these  associations.  He  also  submits  replies  from  many  organ- 
izations of  nwlway  employees  to  the  effect  that  membership  in  these  departments 
on  the  Pennsylvania  and  Baltimore  and  Ohio  railroads  is  virtually  compulsory.  (43, 
47,  48,52,53,88.) 

Mr.  Fuller  refers  to  the  act  of  Congress  of  June  1,  1898,  which  prohibits  railroad 
employers  from  requiring  employees  to  contribute  to  relief  departments  or  to  sign 
contracts  releasing  the  employers  from  liability.  He  contra^its  this  provision  with 
the  facts  above  described,  and  comments  ei-pecially  on  the  testimony  of  President 
Cowen  of  the  Baltimore  and  Ohio  to  the  effect  that  the  act  istooe  considered 
invalid,  and  that  the  only  wav  to  secure  a  decision  as  to  its  constitutionality  is  to 
refuse  to  comply  with  it.     (69.) 

Mr.  Andehson  secretary  o(  the  Chamber  of  Commerce  of  Pittsburg,  asserts  that 
membership  in  the  relief  department  of  the  Pennsylvania  road  is  entirely  voluntary. 
On  the  Pennsylvania  lines  west  of  Pittsburg,  out  of  30,000  employees,  18,500,  or 
about  61  per  cent,  are  members  of  the  relief  department.  From  the  date  of  organiza- 
tion, July  1,  1889,  to  February  28,  1900,  neariy  II  years,  the  department  paid  on 
account  of  deaths,  numbering  1,899,  about  SI, 160,000;  on  account  of  accidents,  in 
64,433  cases,  about  $820,000;  on  account  of  sickness,  in  80,870  ctwes,  about  $1,024,000, 
(637,  638.) 

3.  Rdease  of  liabUiti/  on  accovnt  of  relief  depnTtinenlg.—'M.t.  Fi'llbr  especially  objects 
to  the  railway  relief  departments  because  the  companies  require  employees,  who 
take  advantfwe  of  the  l>enefit8,  to  release  the  employer  from  all  liability  lor  injury 
or  death.  He  declares  that  this  is  especially  unjiist,  because  the  employees  pay 
practically  the  full  cost  of  their  insurance. 

In  this  connection  the  witnewt  calls  attention  to  the  fact  that  the  blank  forms  of 
application  for  membership  in  the  relief  departments  on  the  Baltimore  and  Ohio, 
Pennsylvania,  and  Philadelphia  and  Reading,  and  on  the  Plant  System,  which  he 
submits,  all  contain  an  af^reement  on  the  part  of  the  applicant,  in  consideration  of 
the  contributions  of  the  company  to  the  relief  department,  that  the  acceptance  of 
benefits  from  the  fund  for  injury  or  death  shall  operate  as  a  release  of  all  claims 
afcainst  the  company,  bv  the  applicant  or  his  representatives,  for  damages  by 
reason  of  such  injury  or  aeath. 

Mr.  Fuller  asserts  that  the  chief  motive  of  the  railway  companies  in  eetablishing 
the  relief  fmids  has  been  to  free  themselves  from  le^l  liability  for  injuries  to  their 
employees,  and  that  by  this  system  they  make  a  financial  gain  for  themselves  at  the 
expense  of  the  employees.  The  objects  of  the  funds,  as  etat«i  in  the  rules  and  reg:u- 
lations,  are,  in  a  general  way,  to  provide  relief  to  the  members.  But,  in  the  opinion 
of  Mr.  Fuller,  these  statements  are  intended  to  mislead  employees  as  to  the  real 
purpose  of  the  railroads,  which  is  tu  deprive  them  of  their  rigot  to.pue  in  ease  of 
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n  the  part  of  the  raUroada,  the  wit- 

._ . .     .  ,.  every  possible  device  to  escape  their 

just  liability  for  injuriei".  An  editorial  from  the  Railway  Conductor,  of  Marcn,  1897, 
IS  aleo  quoted,  which  maiiilaiDs  that  the  principal  objection  to  these  aeaociatione  ia 
the  fact  that  euiployees  are  reauired  to  eign  &  contract  relinquishing  their  right  to 
recover  damages  for  injury,  and  that  the  funds  are  "established  and  maintained  bb 
a  meana  of  escaping  legal  liability."  The  replies  of  lodges  of  railway  employees  on 
the  Pennsylvania  and  Baltimore  and  Ohio  mIroadB  also  ananimously  state  the  belief 
tliat  this  is  the  chief  motive  of  the  railway  companies, 

Mr.  Fuller  further  testifies  that  when,  in  1897,  a  bill  was  before  the  legislatureof 
Iowa  which  sought  to  prohibit  and  nullify  contracts  releasing  railroad  companies 
front  liability  in  virtue  of  the  establishments  of  relief  departments,  the  Chicago, 
Burlington  and  Quincy  Railroad,  which  has  such  a  department,  used  all  its  infiuence, 
resorting  to  some  questionable  means,  to  defeat  its  pasBage- 

Again  the  Pennsylvania  Company,  at  the  session  of  toe  Indiana  legislature  held 
in  1899,  tried  to  secure  the  passage  of  a  law  declaring  it  lawful  for  raiIro«d  companies 
to  maintain  relief  departments,  and  providing  that  in  case  any  emploj[«e,  as  S  mem- 
ber of  the  department,  accepts  benefits  from  the  fund,  it  snail  De  in  lieu  of  any 
damages  resulting  from  his  injury  or  death.  In  a  letter  from  the  chairman  of  the 
Indiana  railroad  employees'  legislative  board  to  Mr.  Fuller,  it  is  stated  that  this  bill 
was  believed  to  have  been  drawn  up  by  the  chief  counsel  of  the  Pittsbu™,  Cincin- 
nati, Chicago  and  St.  Louis  Railway  (part  of  the  Pennsylvania  system),  ana  that  this 
company  kept  six  employees  at  the  statehouse  during  the  entire  session  of  the  legis- 
lature working  in  behalf  of  t!ie  measure.  The  title  of  the  bill,  which  was  very 
lengthy,  referred  with  especial  fullness  to  the  advantaeee  of  relief  department)',  the 
only  reference  to  the  provision  exempting  the  companies  from  liability  being  in  th« 
words:  "Prescribing  toe  effect  of  sue n  acceptances,  and  matters  relating  thereto." 

That  this  provision  was  the  essential  one,  however,  was  evidenced,  so  Mr.  Fuller 
declares,  by  the  fact  that  when,  on  account  of  the  opposition  of  representativeA  of  the 
employees  to  this  feature,  the  entire  section  including  it  was  finally  stricken  out,  the 
member  of  the  legislature  who  had  introduced  the  bill  moved  to  strike  out  the  enact- 
ing clause.     (43,52-59.) 

4.  J^ert  of  Tttief  (UparlmenU  on  labor  organizations. — Mr.  Fuller  further  criticises 
railway  relief  departments  on  the  ground  that  they  make  employees  more  dependent 
on  their  employers.  Afti^r  an  employee  has  contributed  to  a  fund  for  some  length  of 
time,  he  does  not  wish  by  striking  or  quitting  emplojrment  to  lose  the  benefit  of  the 
insurance  furnished,  thus  sacrificing  all  his  previous  payments.  Furthermore, 
employees  who  belong  to  thet«  departments  are  less  able  to  belong  to  the  labor 
organizations  of  railway  employee^!,  most  of  which  provide  for  insurance,  since  they 
ran  not  afford  to  pay  tiie  dues  in  both  organizations.  The  rwlway  companies  are 
thus  in  a  better  position  to  dictate  the  conditions  of  employment  to  their  men. 
The  tenth  report  of  the  Interstate  Commerce  Commission  is  quoted  by  Mr.  Fuller 
aeexpreesingtheopinion  that  relief  departments  tend  to  produce  the  effect  described. 
Numerous  replies  to  interrogatories  by  lodges  of  the  railway  brotherhoods  upon  the 
Baltimore  and  Ohio  and  Pennsylvania  railroads  also  declare  that  the  existence  of  the 
relief  departments  tends  to  keep  members  out  of  labor  oivanizations.     (43, 49, 57, 64. ) 

5.  KrpeToe  ofriiilicny  relitf  ilejmrlmente. — Mr.  Fcllkk  declares  that  fully  five-sixths 
of  the  expense  of  insurance  in  railway  relief  dejMrtments  is  paid  by  the  employees 
themselves.  It  is  thus,  in  his  judgment,  especially  unfair  that  railway  companies 
should  insist  on  being  released  from  liability  lor  injurv.  It  might  happen  that  an 
employee  losing  a  leg  or  an  arm  could  collect  through  the  courts  $5,000  damaees. 
Under  the  relief  department  system  he  may  receive  f  100,  of  which  he  tiimself  nas 
contributed  (80,  while  the  company  has  paid  only  (20.  Since  the  employees  pay 
much  the  greater  part  of  the  expense  of  operating  the  funds,  they  should  have  a 
majority  of  representatives  upon  the  boards  which  manage  them.  In  fact,  however, 
while  the  companies  allow  the  employees  some  voice  in  managing  the  departments, 
they  retain  for  themselves  a  majonty  of  representatives  in  the  management,  and  vir- 
tually dictate  the  policy. 

The  witness  quotes  a  paper,  prepared  by  the  editor  of  the  Brotherhood  of  Loco- 
motive Engineers'  Journal,  printed  September,  1896,  with  reference  to  the  cost  ot 
membership  in  thereliefdefiMirtnrient  on  the  Plant  System.  The  application  provider 
that  members  must  insure  in  the  class  corresponding  to  the  salary  which  they  actu^ly 
receive.  It  also  provides  that  free  medical  and  surgical  attendance  shall  be  given 
by  the  company's  surgeons  to  all  members. 

Mr.  Fnller  testifies  that  in  a  leading  old  line  accident  insurance  company  for  an 
Insurance  of  (1,000  against  death  by  accident  or  otherwise,  with  a  weekly  inaemnity 
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?nt  lor  Ihe  miildle  i-la^  of  riakH  (not 
.  .  ,  ile  in  the  relief  department  on  the 
Plant  SvBtem,  practioiliy  the  eame  infiuraiice,  except  that  only  $500  is  paid  in  case 
of  deatn  from  natural  causea,  coetfi  (24  per  year.  For  an  insurance  of  12,500,  with 
"'"  "0  per  week  during  the  accident,  the  old  line  company  charges  $18.75  per  year, 


the  Plant  System  tSl  per  year.  The  old  line  company  does  not  provide  for  eiok 
benefits,  but  on  railroada  where  hospital  departments  are  maintained,  the  paymenta 
for  the  claes  covered  hj  the  $1,000  policy  on  the  Plant  8vBteni  do  not  exceed  $4.50, 


md  those  for  the  $2,500  class,  $12  per  year,  while  the  excess  of  the  charge  o 
Plant  System  above  the  old  tine  company  is  $13.88  and  $32.25  for  these  respective 
clashes. 

In  the  case  of  extrahazardous  employmente,  corresponding  to  the  Drst  claaa  of 
employees  named  by  the  Plant  Syst«m,  the  old  line  company  chaives,  for  a  $2,500 
policy,  with  $15  weekly  indemnity  during  the  injury  by  accident,  $51, 36  per  year 
On  the  Plant  System  the  same  policv  coats  $66  per  year.  Moreover,  on  the  Plant 
System  an  employee  dving  a  natural  death  receives  only  $1,250,  while  the  old  line 
company  pays  the  full  Amount.  Sixty  per  cent  of  railroad  employees  die  natural 
deaths,  bo  that  the  expense  in  the  Plant  System  is  much  greater,  so  the  article  nisin- 
taine,  than  in  the  old  line  company. 

TliiB  article  also  makes  comparison  between  the  cost  of  insurance  on  tbe  Plant  Sys- 
tem and  in  the  insurance  department  of  the  Brotherhood  of  Locomotive  Engineers. 
The  Brotherhood  does  not  provide  for  weekly  benefits  on  account  of  sickness  or 
injury,  but  does  pay  a  benefit  equal  to  the  amount  of  death  benefit  iir  case  of  the  loss 
of  a  hand,  foot,  or  eye,  while  the  Plant  System  makes  no  such  payment.  The  cost 
of  carrying  a  $2,500  insurance  in  the  Brotherhood  of  Locomotive  Engineers  in  1898 
was$41.66,  while  various  local  divisions  of  the  Brotherhood  provide  a  weekly  indem- 
nity equal  to  that  on  the  Plant  Syslera,  at  the  rate  of  $9  per  vear,  making  a  total  coxt 
for  $2,500,  with  weekly  indemnity,  $50.66.  This  provides  a'bcnefit  for  loss  of  hand, 
foot,  or  eye,  and  the  full  amount  is  paid  in  case  of  natuial  deaths.  The  cost  on  the 
Plant  System,  without  payments  for  loss  of  hand,  foot,  or  eye,  and  with  a  iiaynient 
of  only  one-halt  the  indemnity  in  case  of  natural  deaths,  is  $66  for  the  first  class,  cor- 
responding to  the  members  of  the  firemen's  organization.  The  article  calculates  that 
if  the  Brotherhood  paid  no  more  benefits  than  the  Plant  Syst«m,  it  could  furnish 
insurance  for  $22.50  per  year. 

These  figures  are  tested  in  another  way.  If  the  members  of  the  Brotherhood  of 
Locomotive  Engineers  pay  (50.66  per  vear  for  accident  and  death  insurance  and 
weekly  indemnities,  it  woul<l  amount  to  $854,127.60  in  the  year  In  1899  the  Broth- 
erhood paid  253  policies  for  deaths  and  permanent  disability,  amounting, at  $2,500 
each,  to  $630,000,  leaving  $224,127.60  to  meet  llie  weekly  indemnities.  On  the  Plant 
System  a  jiayment  of  $66  per  vear  for  an  equal  number  of  members  woulil  amount  to 
$1,112,760.  This  company  would  have  paid  only  214  policies,  the  others  paid  by  tliu 
engineers  being  for  disal>i1ity.  The  number  of  natural  deaths  in  1899,  for  which 
insurance  was  paid  by  the  Brotherhood,  was  141.  For  these  the  Plant  System  would 
have  paid  only  $1,250  each.  The  total  payments  therefore  by  the  Plant  System, 
under  the  same  circumstances  as  those  met  bv  the  Brotherhood  in  1899,  would  have 
been  only  $358, 750,  leaving  a  balance  of  $754,5l0  for  the  payment  of  weekly  benefits, 
$629,873  more  than  in  the  case  of  the  Brotherhood. 

In  the  opinion  of  Ihe  writer  of  the  article,  this  system  meant  that  the  employees 
were  meeting  the  cost  of  their  insurance,  and  were  contributing  toward  the  general 
profits  of  the  company.  The  advantage  of  the  system  to  the  company  would  be  the 
more  conspii^uous  if  the  diminution  in  the  expense  of  maintaining  the  local  depart- 
ment, becauseofthe  release  of  the  company  from  liabilityfordams^es,  were  calculated. 

Mr.  Fuller  also  refers  to  an  editorial  from  the  Railroad  Trainmen's  Journal  of 
May,  1893,  regarding  the  Reading  Belief  Association.  In  the  preceding  year  the 
receipts  of  the  association  had  been$262,787  and  the  dishuTsements  $241,101.  Under 
the  guise  of  philanthropy  it  was  declared  the  company  took  more  from  the  men  than 
it  paid  them,  holdii^  the  balance  in  "anything  but  a  reliable  de)H>sitory."  (43, 
63-58.) 

6.  Opinhnu  of  railway  oraaitizatiota  Tegardini/  the  rtlief  »ii^cfn. — Mr.  Fuller,  inref- 
ei«nce  to  the  statementof  Mr.  Cowen,  president  of  the  Bahimore  and  Ohio  Railroad, 
that  he  believed  99  per  cent  o(  the  employees  of  the  company  approved  the 
relief  system,  submitted  a  tabulation  of  replies  made  by  the  local  lodges  of  the 
Brotherhood  of  Railroad  Trainmen  on  the  Baltimore  and  Ohio  and  Pennsylvania 
railroads  to  certain  interrogatories  sent  out  in  Febniarv,  1900.  On  the  Baltimore  and 
Ohio  system  there  were  replies  from  28  local  lodges,  in  26  cities  and  7  Stales,  repre- 
senting 1,674  members.     All  of  these  rephee  declare  that  membership  ia  the  relief 
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depaitiDcnt  o(  the  BTst^'m  is  ronaklereil  tn  he  [■ompnlf«>n-,  that  men  do  not  rweive 
employment  imtewj  they  apply  for  membeTship  in  the  TvMnf  department,  anil  that 
the  actions  of  the  (ximpany'H  repreHeDtativef  mftie  the  men  l^elieve  th&t  the  blank 
must  be  filled.  Sixty-nine  per  cent  of  the  replies  My  that  emploveee  who  are 
alieady  in  the  service  and  not  members  of  the  department  are  coercea  into  joining 
iL  The  percentage  ia  low,  because  in  24  per  cent  of  the  lodges  all  the  membeTB 
belong  to  the  relief  department,  ao  that  there  is  no  reaeon  to  coerce  them. 

Ninety-two  per  cent  of  the  replies  from  the  lodf;es  on  the  Baltimore  and  Ohio 
exprew  the  opinion  that  memberahip  in  the  relief  de|>artment  has  a  tendency  to 
keep  members  out  of  labor  organimtione,  while  alt  of  the  replies  declare  that  it  iu 
onfair  that  employees  should  be  required  to  release  the  company  fn)m  responsibility 
for  injury,  and  further  exprexa  the  opinion  that  the  chief  object  of  the  railroad  com- 
pany in  maintaining  the  department  iri  to  feeure  such  release. 

On  the  Pennsylvania  system  replieH  were  reeeiveil  from  45  lodges,  in  8  different 
States,  representmg  4,031  members.  Although  membership  in  the  relief  department 
of  that  BVBtem  is  nominatly  nut  compulsory,  96  per  cent  of  theite  replies  declare  that 
the  employees  consider  it  to  be  practically  compulsory.  Seventh-eight  per  cent  of 
the  repliea  declare  that  men  Reeking  employment  do  not  receive  it  unleae  they 
become  memlKra,  and  several  of  the  other  repliee  qualify  their  statements  to  the  con- 
trary. Ninety-foar  per  cent  of  the  repliee  state  that  blank  applii-ations  for  member- 
ship in  the  relief  department  are  handed  to  new  emptoyeex  without  »<o!icitation  on 
their  part,  and  83  percent  aaj-  that  the  company's  reprewentatives  lead  the  applicant 
to  suppose  that  he  must  jom  the  department.  Kighty-flve  per  (.vnt  of  the  lodges 
report  tliat  employees  alread}'  in  service  and  not  meml>en<  of  the  department  are 
virtually  coerced  into  joining  it,  and  variouH  methods  of  coercion  are  enumerated. 

All  of  the  replies  from  the  Pennsylvania  Railroad  express  the  lielief  thai  the  relief 
department  len<ls  to  keep  members  out  of  labor  organizations,  and  that  it  is  unfair 
that  members  should  be  required  toreleasethecompanyfromresuonsibilty  for  injury. 
Xinety-two  per  cent  of  the  rvpliew  hold  that  the  prime  object  ol  railroad  companies 
in  operating  these  departments  is  to  releai<e  themselves  from  liability  and  to  alienate 
their  employees  from  the  brotherhoods. 

The  witneat  also  submitted  several  letters,  received  from  members  of  the  relief 
department  on  the  Baltimore  and  Ohio  and  Pennsylvania  railroads,  confirming  the 
Ftalements  made  by  the  lodges  of  the  railroad  trainmen.  One  of  these  letters  stales 
that  while  the  Baltimore  and  Ohio  Railroad  promises  that  membem  of  Ihe  relief 
department  reaching  the  age  of  (k'>  years  shall  lie  pensioned,  the  writer's  father,  who 
has  lieen  employed  49  years,  is  now  71  yeare  old  and  is  told  that  he  can  not  be  given 
a  pension  because  there  is  not  enough  money  in  Ihe  fun<l.      (iS9-68. ) 

G.  L'm)  of  IntoxlcanU  by  rallirBr  employ eea-^Mr.  Filler  states  that 
fonnerly  railway  emplovees  used  intoxicants  to  a  dangerous  extent,  but  that  largely 
through  the  inflnence  of  railway  brotherhoods  this  is  no  longer  the  caxe.     (71. ) 

Mr,  Andehson,  secretary  of  the  Chamber  of  Commen'e  of  Pittsburg,  declares  that 
the  prohibition  of  the  use  of  intoxicants  while  on  duty  is  stritlly  enforced  on  alt  the 
larger  roads,  and  also  the  habitual  use  of  them  or  Ihe  frequenting  of  places  where 
they  are  Boid.  The  enforcement  of  these  rules  has  had  a  moet  excellent  effect,  and 
drunkenness  is  rare  among  railroad  men,  where  it  was  very  common  20  years  ago. 
(638.) 

H.  LalKir  organizations.— Ur.  A^idbrson,  secretary  of  the  Chamber  of 
Commerce  of  Pittsburg,  has  been  an  employer  of  labor  nearly  all  his  life  and  has 
been  opposed  to  labor  organizations,  but  he  is  less  oppose<l  to  them  than  he  w*as. 
Within  the  latft  half  dozen  years  he  has  met  otficere  and  representativcH  of  such 
bodies,  and  he  finds  them  to  be  intelligent  and  not  unreasonable.  In  Ihe  recent 
sheet-steel  trouble  the  labor  leaders  have  showed  themselves  as  intelligent  in  their 
line  of  Inisinew  as  the  managers  of  the  Carnegie  works  are  in  theirs.  lie  has  never 
seen  a  case  in  which  organized  labor  has  asserted  itself,  and  there  has  been  a  meet- 
ing of  the  two  parties,  in  which  the  trouble  has  not  been  brought  to  a  settlement. 
Most  Btrik^  he  thinks,  could  be  avoided  and  most  differences  settletl  by  a  friendly 
plan  of  arbitration  and  a  recognition  of  labor  associations.  He  does  not  see  any  dii- 
lerence  of  principle  between  consulting  the  men  who  are  in  a  workshop  directly  and 
meeting  three  or  four  intelligent  men  who  are  their  representatives.  Five  thousand 
men  in  a  big  works  can  not  come  in  a  body  to  the  proprietors.  The  men  who  con- 
trol the  great  modem  industries  do  not  know  their  workmen  as  the  smaller  employers 
ol  earlier  days  did  and  do  not  know  their  work  or  their  rights  or  their  wrongs.  It 
ia  hard  to  see  how  the  difficulties  and  the  rights  of  workmen  are  to  be  settled  other- 
wise than  by  rec(«nizing  the  right  to  organize  and  the  right  of  representation.     (639, 

"«.'"»•)  .i.CioogIc 
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I.  Arbitrallon  and  conciliation  1b  general.— Mr.  Gbrbnf.  of  the  Audit 
Company  of  New  York,  tbinks  that  everyone  who  is  familiar  with  ial)or  matters 
believes  in  some  organization  of  labor.  It  ie  &a  necessary  an  tximbinatioii  of  capital. 
At  the  same  time  the  control  of  business  can  not  whoHy  be  Kiven  over  to  labor  organ- 
izations. In  Great  Britain,  for  example,  trade  unions  have  practically  stopped 
improvements  in  machinery.  Tbe  witness  thinks  that  the  best  way  to  determine 
the  conditions  of  labor  is  by  conciliation  between  representatives  of  oi^anized  labor 
and  of  employers.  If  disputes  result  in  actual  cessation  of  work,  arbitration  might 
be  necessary.  It  would  perhaps  be  de^mble  to  have  labor  unions  incorporated  in 
order  that  they  might  be  r^ponsible  in  contracts  which  they  make  with  employers. 
(474.) 

Mr.  Haddock,  independent  coal  operator,  thinks  that  compulsory  arbitration  is 
desirable  in  the  case  of  labor  disputes  in  which  the  public  interests  are  deeply 
involved,  as  in  the  anthracite  coal  strike  of  1900.  Some  means  oi^ht  to  be  devised 
to  settle  a  difficulty  which  results  in  so  much  loss  and  inconvenience  to  the  com- 
munity. The  witness  admits  that  there  is  difficulty  in  estabtishing  compulsory  arbi- 
tration. It  is  hard  to  compel  men  to  work  or  to  compel  employers  to  run  their 
establishments.  He  believes  that  it  miiht  be  desirable  to  have  tiade  unions  incor- 
porated, so  that  they  would  be  responsible  in  making  contracts  and  in  carrying  out 
the  decisions  of  arbitralora.     (533. ) 

Mr.  Walter,  president  of  tne  Lehigh  Valley  Eailroad,  believes  that  effort  should 
be  made  to  minimize  the  amount  of  friction  between  employers  and  emplovees.  He 
thinks  that  as  a  general  thing  labor  organization  is  desirable,  and  puts  the  laborer  in 
a  better  position  to  discuss  conditions  with  his  employer.  The  witness  is  doubtful 
as  to  the  desirability  of  compulsory  arbitration,  even  in  the  case  of  strikes  affecting 
such  industries  as  ttie  anthracite  coal  industry,  where  the  public  interests  are  deeply 
concerned.  If  there  could  be  some  arrangement  by  which  the  public  should  protect 
the  employere  against  loss  under  other  conditions,  it  micht  be  proper  to  compel  the 
employers  to  regard  the  interests  of  the  public  in  their  disputes  with  their  working- 
Mr.  Saward,  of  the  Coal  Trade  Journal,  declares  himself  in  favor  of  the  arbitration 
of  disputes  between  labor  and  capitid.  He  does  not,  however,  believe  in  compulsory 
arbitration.  Although  the  public  suffers  greatly  from  strikes  in  some  cases,  as  in  the 
case  of  the  anthracite  coal  strike,  the  people  directly  roncemed  must  fight  these  mat- 
ters out — they  do  not  want  to  bring  in  a  third  party.  The  proper  way  to  settle  the 
conditions  of  labor  is  by  conference  of  employers  and  employees.  The  witness  has 
Been  conferences  in  the  coal  trade.  The  operators  sit  on  one  side  of  the  table  and  the 
men  on  the  other  side,  tbe  table  being  wide  enough  so  tliat  they  can  not  hit  one 
another.  At  the  first  session  they  almost  come  to  blows,  at  the  second  session  they 
are  more  sober,  and  tbe  third  time  they  straighten  out  their  disputes.      (520. ) 

Mr.  Thomas,  of  the  Erie  Railroad,  tliinks  that  the  time  has  hardly  come  when  we 
can  have  compulsory  arbitration  of  labor  disputes,  even  those  which  greatly  affect 
the  public,  like  the  anthracite  coal  strike,  with  justice  to  either  party.  It  certainly 
would  be  desirable  to  prevent  such  serious  disputes  if  it  could  be  done  feirly. 
(556,557.) 

Mr.  Fleming,  of  the  Anthracite  Coa!  Operators'  Association,  declares  himself  in 
favor  of  the  arbitration  of  labor  disputes,  provided  both  parties  are  equally  responsi- 
ble. He  recognizes  the  right  of  the  public  as  a  party  in  interest.  At  the  same  time, 
compulsion  would  be  undesirable  if  it  could  be  applied  only  to  the  operator.  It  is 
very  difficult  to  compel  the  laborer  to  obey  tbe  decision  of  arbitiatois,  since  he  has 
no  property.     (542. ) 

J.  Chlneie  and  Japanese  In  California.— Mr.  Wheblzr  says  that  the 
Chinese  question  is  not  especially  a  live  one  in  California  at  present-  The  people 
anticipate  no  difficulty  in  securing  the  reenactment  of  the  exclusion  law.  It  is  most 
assuredly  desirable  that  it  should  be  reenacted.  The  Chinese  are  not  increasing  as 
compared  with  the  general  population,  and  the  witness  even  believes  that  the  census 
will  show  a  decrease  throughout  the  State,  as  it  certainly  will  in  San  Francisco. 
Many  Chinese  have  made  a  competency  and  returned  to  Cliina.  Mr.  Wheeler  does 
not  regard  the  Japanese  with  the  same  disfavor  as  the  Chinese.  From  a  commer- 
cial and  business  standpoint  the  Chinese  are  undesirable.  They  are  conservative, 
and  continue  to  wear  Chinese  clothes  and  eat  Chinese  food  and  to  live  herded 
together  like  cattle.  Thus  they  undersell  American  workingmen.  Moreover,  they 
send  their  eamines  back  to  China,  and  buy  much  of  the  merchandise  which  they 
use  from  China.  The  Japanese  on  the  other  hand  soon  adopt  American  food  and 
clothes  and  create  a  demand  for  American  goods.  The  witness  has  heard  some  com- 
plaint from  labor  organizations  regarding  them,  but  from  the  commercial  standpoint 
tbey  are  much  more  satisfactory  than  the  Chinese.     (756. ) 
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Xm.  LABOB  CONNECTES  WTFH  WATBB  TBAirBPOB.TATIOir. 

A.  OceftH  and  coastwiae  transportation.— 1.  Navigation  Uiwtandcnndition 
^mUoTt. — Mr.  Havne  eaya  that  the  conditions  eii|;gest«d  by  Mr.  Furuseth,*  of  the 
^ieamen's  Union,  and  the  proposed  law  which  the  seamen  themselves  drafted  to 
amend  the  navigation  laws  for  the  improvement  in  personnel  of  the  merchant 
marine  do  not  ^a  any  further  in  the  amelioration  of  the  condition  of  the  eeamcn 
than  the  r^ulations  ol  the  Merchanta  and  Miners'  Company.    He  quotes  from  that 

fropoeed  law  and  from  the  reflations  of  the  company  in  support  of  his  statement. 
422,423.) 

Mr.  Pksjk,  of  the  Lake  Seamen's  Union,  stales  that  the  condition  of  the  seamen 
in  the  coastwise  ti^e  is  far  better  than  that  of  those  engaged  in  lake  commerce. 
The  men  generally  get  watch  and  watch,  and  none  but  compeC«nt  men  are  employed. 
The  wages  are  better  than  on  the  lakes,  the  poorest  wages  fieing  $20  per  montn  some 
years  ago.  At  present  on  the  Psclfic  coast  wofres  are  $45  per  month,  and  on  the 
Atlantic  from  |25  to  (35  per  month.  The  highest  wages  on  tne  lake  passenger  bimtB 
for  a  deckhand  is  $35.  The  coastwise  men  work  fewer  hours,  and  the  loading  is 
done  by  longshoremen  principally.     {408,  409.) 

Mr.  Hayne  states  that,  generally  speaking,  he  believes  the  regulations  of  the  coast- 
wise vessels  are  in  advance  of  the  navigation  laws  of  the  United  States.-    (414.) 

2.  Tema  of  employment  on  thip — Coaatmite  trantporlat'wn. — Mr.  Hayne  states  that 
the  terms  of  employment  are  controlled  by  what  are  known  as  "shipping  articles," 
prescribed  b^  law,  in  which  the  contract  of  employment  is  clearly  expnused.  The 
shipping  article  is  in  writing;  it  is  read  over  to  the  men  when  they  sign,  and  copies 
of  it  are  posted  in  conspicuous  places  on  shipboard.  He  believes  the  Wt  that  there 
are  continued  applications  for  employment  on  the  coastwise  vessels,  while  the  tramp 
steamers  find  it  necessary  to  have  agents  to  secure  help,  is  an  indication  that  the 
conditions  of  the  men  in  the  coastwise  trade  are  better  than  on  the  sailing  vessels. 
Under  the  liberal  policy  of  the  president  of  the  Merchants  an<l  Miners'  Company 
there  is  a  personal  solicitude  for  tne  welfare  of  the  men.  Men  are  engaged  for  the 
voyage  at  the  time  of  their  first  signing.  They  are  engaged  and  paid  by  the  month. 
They  have  the  right  to  leave  at  any  port,  provided  they  leave  immediately  after  the 
ship  is  docked.  The  employer  has  tne  right  of  dismissal  at  the  ports.  There  is  a 
custom  in  coastwise  traffic  oi  giving  the  men  a  furlough  of  a  few  hours  at  the  termi- 
nal cities  when  the  veBsel  lands.  The  shipping  articles  contain  a  provision  favoisble 
to  the  eniplovees  that,  "while  without  any  cause  notice  to  either  party  terminates 
the  service  of  any  signer  at  the  expiration  of  any  voyage  as  prescribed  in  the  article^ 
it  is  presumed  that  this  provision  will  not  be  enforced  to  the  hurt  or  ditiadvantage  of 
anv  employees  without  good  and  sufficient  cause,  but  that  reamnable  opportunity 
will  be  afforded  for  return  to  the  port  of  embarkation."     (413-41S. ) 

3.  Saihrs'  rightx  and  rfmfdk».~~MT.  Hayne  states  that  in  case  of  an  injury  to  a 
Bulor  engaged  in  coastwise  transportation  or  of  any  difference  in  construction  of  the 
terms  of  employment,  the  employee  has  the  right,  if  the  injury  occurred  on  land  or 
if  the  contract  should  not  be  a  maritime  contract,  to  seek  redress  in  the  Slate  courts, 
but  if  the  injury  occurred  on  ship,  or  if  the  contract  was  a  maritime  contract,  they 
would  have  recourse  either  in  the  State  courts,  or  in  the  United  States  courts  ir 


admiralty.  The  employees  prefer  the  State  courts,  because  they  secure  juries  there 
more  favorable  to  their  cause  than  in  the  Federal  court.  There  is  sufficient  means 
of  redren  for  anv  injury  to  employees.  The  most  common  method  among  sailora  is 
to  apply  to  a  United  Slates  district  court  commissioner,  who  hears  the  case,  and  may 
paas  it  on  to  the  court  for  a  hearing.     (416. ) 

4.  Sailori'  ration*. — Mr.  Haynb  states  that  his  company  has  adopted  the  ocean 
ration  as  provided  by  the  law  of  1898.  There  is  some  question  as  to  whether  that 
law  applied  to  coastwise  vessels,  but  the  Attorney-General  of  the  United  Slates 
finally  held  that  it  did.  The  men  on  the  vessels  of  tnis  company,  however,  fare  very 
much  better  than  Che  law  prescrilies,  because  of  the  additional  amount  of  supplies 
the  vessels  are  required  to  put  on  boanl  for  their  r«^lar  passenger  traffic,  a  good 
deal  of  which  is  not  used  by  the  passengers  and  is  turned  over  to  the  sailors.  (414, 
416.) 

5.  Wa^et  of  $eamen, — The  following  shows  the  wage  rate  of  the  various  employees 
of  the  Merchants  and  Miners'  Companv,  board  and  accommodation  lieing  given 
to  the  ship   men  in  addition:  Masters,  |l50  to  $2^  a  month;   first  officers,  $75; 
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eetronii  officers,  $55;  boatswains,  $30;  quartermafitera,  t30;  eailoni.  $35;  rhief  engi- 
ueers,  tl20;  first  engineers,  (75;  second  engineers,  $60;  oilers,  $40;  water  tenden, 
$40:  firemen,  $40;  coal  paeeera,  $30;  stewards,  $56  to  $70;  first  cooks,  $50  to  $60;  sec- 
ond cooks,  $35;  mees  men,  $20  to  $25;  wait«re,  $20  to  $25;  pantrymen,  $20  to  $30; 
Btewaideeses,  $18.     (417. ) 

Mr.  GuiLLAUBBO,  president  Old  Dominion  Steamship  Company,  submitted  a  table 
of  wages  for  service  m  that  componv  showing  that  the  mastereof  his  vessels  received 
as  much  as  $200  a  month;  the  chief  engineer,  $125;  seamen,  $25;  firemen,  $40;  and 
various  other  special  classes  on  a  graded  scale,  ranging  down  to  $15  for  deck  boys  and 
$10  for  forward  stewardesses  and  third  cook.  The  average  number  of  the  crew  is  60. 
(448.) 

Mr.  Pbnjs,  of  the  Lake  Seamen's  Union,  slates  that  there  is  little  difference 
between  the  Germanand  English  sailors  inrespect  of  wages,  the  English  sailor  getting 
a  little  more  money,  but  the  purchasing  power  of  the  German's  money  is  greati^r. 
In  1831  English  wages  were  aoout  $12.50  per  month,  and  there  has  t>een  a  little 
increase  since.  The  wages  in  the  American  coastwise  trade  are  better.  The  wages 
deep-water  traffic  in  England  are  £i  (about  $20),  while  the  coastwise  w^es 
lere  are  about  $25.  The  custom  in  foreign  trade  is  to  engage  the  crew  in  Europe 
for  the  round  trip,  so  that  the  wages  are  fixed  there.     Rules  and  r^julationb  o"  "" 


the  round  trin.  so  thi 

re  practically  the   same,  although  there  are   some  countries — 
,  Germany,  and  Holland— where  the  sailors  fe       '    " 
American  sailors,  even  since  the  passage  of  the  law  of  1898.     (412.) 


especially  Denmark,  Germany,  and  Holland— where  the  sailors  fare  better  than 


_.  /njjKdion  of  vetielt — Safety. — Mr.  Haykk  states  that  there  are  two  forms  of 
inspection  of  vessels,  one  by  the  Government  and  one  by  the  owner.  The  local 
Government  hull  inspectors  and  engine  and  boiler  inspectors  make  an  annual 
inspection  and  their  report  is  kept  pennanently  posted  on  shipboard.  This  inspec- 
tion is  in  great  detail.  The  owners'  inspections  include  a  voyage  inspection,  a 
departmental  inspection,  and  the  periodical  docking  and  general  overhaunng.  The 
most  important  inspection  is  the  one  immediately  preening  the  voyage,  at  which 
time  all  the  machinery  is  turned  over  and  tried,  the  engines  are  kept  ranning  15  or 
20  minutes  before  starting,  and  all  the  appliances  of  every  kind  are  tested. 

"The  ownera  find  that  in  constantly  keeping  the  vessels  u^,  there  is  less  deteriora- 
tion; the  deterioration  would  otherwise  probably  run  as  high  as  10  per  cent  a  year. 
Another  condition  that  makee  the  owners  unusually  alert  is  that  if^  some  accident 
should  happen  through  any  imperfection  that  might  have  been  discovered  by  carelul 
inspection,  alt  the  insumnce  on  the  hull  and  cargo,  and  every  bill  of  lading  issued 
on  the  cargo,  would  be  vitiated.  A  ves^l  that  is  overloaded  is  unseaworthv,  and  the 
crew  have  the  right  to  object  to  going  to  sea  in  a  vessel  that  they  feel  is  in  an 
improper  condition.      (417-418.) 

7.  Clnua  empioyed — Nationality. — Mr.  Haynk  states  that,  generally  speaking,  all 
men  on  shipboard  are  considered  seamen.  There  is  a  subdivision  into  officers  and 
crew.  On  the  15  ships  of  the  Merchants  and  Miners'  Transportation  Company  there 
would  be  about  552  men  emploved.  The  sailors  are  a  sniffing  class  to  a  certain 
extent,  but  there  is  a  certain  stability  in  the  personnel  on  the  ships. 

Mr.  G<;illa[;dru  nays  that  the  higher  grades  of  seamen  are  necessarilv  American, 
but  the  lower  grades  are  foreign,  largely  Scandinavians.  Following  the  sea  is  not 
attractive  to  .American  men  in  this  day,  and  it  isaverydifficultthingtogettheold  line 
of  well-trained  American  seamen.  I'ri^es  of  high  positions  are  too  few,  and  other 
callings  are  more  inviting.  It  is  a  hard  thing  to  find  a  captain  that  has  had  the  old 
training.  The  foreigner  who  is  capable  of  managing  a  ship  must  be  naturalized 
before  ne  is  eligible  to  promotion.  The  Old  Dominion  Line  has  only  one  captain  of 
foreign  birth,  and  he  has  been  an  American  citizen  for  a  good  many  years.  The 
others  were  from  Maine  and  Maseachusetta,  and  have  come  up  through  efficiency. 
To  tlie  average  seaman  and  petty  officer  the  coastwise  trade  offers  greater  induce- 
ments than  the  deep-sea  trade,  because  they  can  be  at  home  more  and  have  more 
home  life.     (450-451.) 

S.  Larceny  under  United  •Stain  navigation  laiva.— Mr.  Havnb  states  that  the  naviga- 
tion laws  of^the  United  States  fait  to  provide  for  larceny  committed  on  ehipboanl 
within  the  State.  There  is  a  general  law  touching  embezzlement  and  damage  to 
freight  and  cargo,  but  it  is  not  broad  enough  to  cover  larceny.  While  the  United 
States  law  specifically  embraces  tarcerv  on  the  high  seas  and  in  places  within  the 
exclusive  jurisdiction  of  the  United  ^r.ites,  it  does  not  embrace  crimes  committed 
within  the  jurisdiction  of  anv  of  the  several  States.  There  is  great  difficulty  in 
securing  a  conviction  for  such  larceny,  because  of  the  difficulty  of  ascertaining  within 
what  State  jurisdiction  the  offense  was  committed,  and  because,  if  it  were  conmiitted 
in  a  JnrLtdiction  diSerent  from  the  port  at  which  the  landing  was  matte^ttw  o^nder 
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could  easily  eecai^  before  cxtnulitiim  papers  cuiiUi  ]a'  wrvcl  iiprnt  him.  Asain,  if 
the  ofiender  is  tned  in  the  wroof;  jurisdictiuD.  he  would  of  course  eBc&pe  puitisbiiieut 
and  would  have  a  right  of  action  for  civil  damagee  for  falne  imprieonment.  The  eug- 
eeetiunof  Mr.  Hayne  is  that  the  United  Stat«8  statute  in  respect  of  larceny  (^sec.  5356, 
Rev.  Stat. )  should  l>e  amended  so  as  to  embrace  "  wBtere  within  the  maritime  juris- 
dictiuD  of  the  United  Stateii,"  such  jurisdiction  having  Ix'en  extended  by  statute  to 
all  navigable  waterx  within  the  limits  of  the  United  States.     (414,415,421-425.) 

Thix  witness  submitted  an  additional  etatement  containing  a  draft  for  a  bill  amend- 
intE  the  law  on  this  subject  |  B23. ) 

9.  Condition  and  vaoes  of  ^tredortt. — Mr.  Hatnb  savB  that  the  Merchants  and 
Minere'  Company  employs  continuously  alxiut  1 ,300  stevedores  at  the  various  porla 
touched  and  pays  them  by  the  hour.  The  stevedores  in  I  he  South  are  mostly  colored 
nieu  and  in  toe  North  white  men.  He  has  never  known  of  any  strike  on  the  part  of 
any  of  thecompany'sempioyees.  The  company  has  regular  gangs  of  stevedores  and 
the  ehipmen  are  confines!  to  the  navigation  of  the  vessel.  XVhile  in  port  the  sliiji- 
men  are  engaged  in  cleaning  up,  inspecting,  and  seeing  that  the  ship  is  in  proi)er 
trim.  The  officers  are  often  married  men,  but  the  seamen  as  a  rule  are  not  AI>out 
75  per  cent  of  the  force  are  Americans,  coming  largely  from  New  England.  There 
are  no  colored  seamen.     (413-417.) 

Mr.  Hayne  states  that  the  stevedores  of  the  Merchants  and  Mineis'  Transporta- 
tion Company  are  paid  by  the  hour  at  prices  varying  from  15  to  30  cents  at  the 
various  ports.  The  company  finds  a  r^ular  rate  prevailing  at  the  several  ports, 
which  he  presumes  grows  out  of  an  understanding  among  the  men,  and  that  rate  is 

The  rates  at  various  ports  are:  Boston,  r^ular  time  20  cents  an  hour,  overtime 
30;  Baltimore,  regular  time  20,  overtime  20;  Providence,  16|  to  18}  for  regular  time, 
overtime  20  to  i5;  Norfolk,  regular  time  15,  overtime  15;  Newport  News,  regular 
time  16,  overtime  15;  Savannah,  \7\  to  22  regular  time,  overtime  17J  to  22;  Phila- 
delphia, regular  time  20,  overtime  20.     (415-417. ) 

Mr.  4i[:iLL.\L'nB(T,  of  the  0I<)  Dominion  Line,  says  that  at  New  York  stevedores  are 
pail]  at  25  cents  per  hour  week  days  and  30  cents  an  hour  <m  Sun<Iays  and  holidavH. 
At  tlie  Chesapeake  ports  in  Virginia  the  rate  runs  frocn  1.^  to  20  t-ents  an  hour.  This 
diSerence  is  found  £airly  to  reflect  the  <Iifferencei4  in  the  value  of  latnr  and  Ihe  liv- 
ing conditions  between  the  North  and  the  South.  ThiH  company  does  all  iti^  own 
work  at  all  the  porta.  The  sea  force  will  not  engage  in  loa<ling  and  unloafUng  V(»- 
Bcls.     (448-449.) 

B.  LatooronveHelBon  tlicCreat  Lahci.— ].  Ijatefkamen'*  Union.— h\r. 
Wii.Li.ttt  Pbnjb,  Secretary  of  the  Lake  Seamen's  Union,  says  that  this  organization 
numbers  about  3,000  seamen  on  the  lak^,  or  a  litUu  more  than  one-third  of  the 
nnmber  employed  there.  In  the  winter  time  there  are  four  local  unions — at  Mil- 
waukee, Buffalo,  Cleveland,  and  Chicago.  In  the  summer  months  ttiere  are  local 
organizations  at  other  points,  there  being  no  (H-caaion  to  keep  the  summer  office  open 
during  the  winter  time,  because  the  men  look  o<it  for  other  employment  at  that  time. 

The  dues  of  the  organization  are  50  cents  per  month  the  year  round,  and  the  initia- 
tion fee  $3.  There  is  a  death  benefit  of  (75,  payable  to  reprenentatives  of  a  ({ months' 
member  in  good  standing,  and  a  shipwreck  Wneflt  of  $:!0.  This  organization  is  con- 
nected with  the  American  Federation  of  Ldlx>r  through  the  International  Seamen's 
Union,  which  includes  seamen  on  the  Atlantic  and  Paeific  oceans  and  on  tlie  lakes. 
The  Lake  Seamen's  Union  paid  a  per  capita  tax  of  3  cents  a  month  to  the  Inter- 
national Seamen's  Union.     The  organization  had  no  strike  fund. 

The  union  has  not  been  recognized  by  the  employers  in  ^neral,  hut  han  been 
recognized  by  the  schooner  owners.  The  Lake  Carriers'  Association,  an  organization 
of  the  vessel  owners,  never  recognized  the  union.  The  union  has  no  voice  and  but 
little  influence  in  Qzing  the  rate  of  wages.     (400, 401.) 

2.  (tejteral  eharacUr  and  condition  of  teamen  employed  on  the  lakf*. — Mr.  Pknjk  slates 
that  the  seamen  on  the  lakes  10  years  ago  were  more  skillful  than  those  of  to-day. 
Ten  yesrsago  about  90  percent  oi  the  men  sailing  vessels  on  the  lakes  could  pa.-«  the 
examination  for  the  Na\7;  now  he  does  not  suppose  over  one-fourth  of  them  could 
do  BO.  Many  have  gone  into  other  callings,  such  as  bridge  buildinir,  architectural 
ironwork,  or  have  b^me  gripmen  on  street  railroads,  or  farmers;  this  is  partly  on 
account  of  the  hard  conditions  on  the  lakes  and  the  invasion  of  the  steamlKials,  but 
principally  because  wages  have  gone  down.  About  60  per  cent  of  the  men  employed 
on  the  sailing  vessels  are  Scandinavians,  the  others  Americans,  Irish,  Englisli,  and 
German,  only  about  10  per  cent  being  American.  He  attributes  the  fact  that  the 
gc^dinavian  race  predominates  to  their  love  of  the  sea.  Some  of  the  Scandinavians 
havealBO  driftedioto  the  United  States  Navy,  where  the  conditions  are  moreattractive. 
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The  condition  of  the  deck  hands  has  retrograded  tremendously  in  the  last  10  years. 
A  self-respectioK  sailor  would  not  under  any  circumstanceK  make  a  passage  as  a  deck 
hand  on  one  of  those  steamers  to-day.  The  deck  hands  are  ho  abused  and  their 
wages  are  ho  low  that  it  is  only  the  worst  class  of  unskilled  people  who  are  hard  up 
that  will  take  these  places.  They  never  etay  at  it,  but  when  they  find  what  the  con- 
ditions are  they  often  get  off  at  the  next  port,  forfeiting  their  wages.  On  some  of  the 
principal  lines,  for  instance,  the  Western,  Erie,  and  Anchor  tinea,  conditions  are 
Homewhat  better  Ihan  described.  Quite  a  number  of  these  men  belong  to  the  Ijike 
Seamen's  I'njon,  but  the  majority  of  the  union  men  aro  wheelsmen  and  watchmen; 
they  do  not  usually  take  deck  hands  in.  The  union  is  not  trying  hard  to  on^aniKe 
these  men,  but  it  realizes  that  that  is  the  onlv  way  in  which  to  better  their  condi- 
tion, L^islation  could  not  help  it.  If  the  calling  was  respectable  they  could  get  a 
better  class  of  men  to  go  into  it,  and  the  deck  hand  would  seek  to  advance  to  watch- 
man and  wheelsman.     (401, 402, 403, 411.) 

3.  Sailorii' food.— Mr.  Penjb  states  that  on  the  lake  boats  veiy  poor  provision  is 
made  for  the  food  of  the  sailors,  7  cents  per  meal  being  atlowecl  for  all  hands,  A 
contract  is  made  with  a  supply  agent,  and  he  puts  just  enough  aboard  to  make  the 
scheduled  trip.  It  a  vessel  happens  to  be  out  longer  than  her  schedule,  everybody 
goes  hungry.  The  food  consists  of  meat,  potatoes,  vegetables,  and  coffee  and  tea. 
For  the  deck  hands  the  food  is  put  in  a  bowl  and  handed  to  them,  and  "the  first 
come  is  the  flrat  served."  The  coastwise  trade  in  that  resjject  is  every  bit  as  good 
as  the  lakes.  Although  there  is  a  law  providing  for  a  specified  amount  of  food  for 
the  men  on  ocean  vessels,  it  is  not  always  complied  with.     (409.) 

4.  Sailorg"  accominodatiotit. — This  witness  states  that  the  accommodations  for  the 
deck  hands  on  the  lakes  are  of  the  ver^  poorest.  The  men  are  not  clean  themselves, 
and  it  would  be  impossible  to  keep  their  quarters  clean  even  if  thev  desired  to  do  so, 
as  they  have  no  time  tor  such  work.  Their  condition  is  horrible  from  all  points  of 
view.  On  some  of  the  old  vessels  they  have  not  the  required  space,  but  there  is 
space  enough  in  the  more  modern  vessels,  though  even  in  them  the  deck  hands'  and 
firemen's  quarters  are  away  down  in  the  fore  part  of  the  vessel  and  are  very  poor. 
The  lake  Iwats  provide  mattresses  and  cotton  or  calico  quilts,  but  they  become  unfit 
tor  a  human  being  to  use. 

In  the  coastwise  trade  the  sailor  provides  his  own  bedding,  and  in  tliat  respei't 
fares  poorer  than  the  lake  sailore,  but  the  quarters  are  clean,  because  the  boats  are 
inspected  and  because  there  is  a  different  class  of  men.  On  the  lake  vessels  the  dwk 
hands'  quarters  are  nearly  always  full  of  vermin.  No  self- res !>ectiiig  man  would  be 
a  deck  hand  on  tlie  lakes.  The  master  knows  that  the  deek  hand  will  not  remain 
longer  than  he  has  to,  and  of  couree  will  not  clean  up  any  more  than  is  absolutely 
required.  The  improvement  of  the  sailors'  quarters  would  depend  upon  reasonable 
hours  and  better  wt^es.     (409,  410,  411, ) 

5.  Wagei  of  teamen  on  (he  lakes.— Mr,  Pbkjb  states  that  the  wages  paid  to  the  skilled 
seamen  on  the  lakes  in  1900  started  at  about  $1,50  and  wound  up  at  (2.75  per  day. 
Ten  years  ago  wages  were  belter,  sometimes  winding  up  at  $4.50  per  day  at  the  end 
of  the  season,  A  year  ago  the  wages  on  schooners  on  Lake  Michigan  were  (3  per 
day.  The  men  are  employed  between  7  and  8  months  in  the  year,  and  in  manning 
a  schooner  they  would  make  about  S300  for  the  season.  The  wapes  on  the  lakes  last 
summer  for  wheelsmen  and  watebmen  were  $45  per  month,  an  increase  of  tlO  over 
the  previous  year.  The  wages  of  the  deck  hands  have  increased  from  an  average  of 
$15  to  about  $20  per  month.  The  deck  hand  has  really  taken  the  place  of  the  sailor 
of  10  years  before  and  the  wheelsmen  and  watebmen  now  are  really  petty  offi.,-ers, 
(401,402,) 

0.  Iloun  o/Iuior,— This  witness  states  that  where  the  Lake  Seamen's  Union  has  con- 
trol, that  is,  on  the  schooners,  the  men  labor  12  hours,  but  on  the  steamboats  the 
men  work  as  much  as  30  hours  on  a  stretch— 24  hours  at  all  kinds  of  labor  on  the 
deck  and  steering  6  hours  after  that.  After  the  30  hours  they  get  6  hours'  rest  and 
again  6  hours  at  the  wheel.  While  loading,  in  moat  of  the  lake  porta,  the  deck  hands 
work  the  longshoreman's  day,  which  in  moat  cases  is  10  and  11  hours.  Then  thev 
have  to  move  the  vessel  and  make  her  fast  and  pump  her  out  if  she  leaks.  They  do 
all  of  the  loading  of  the  schooners  and  all  the  shifting  of  the  cargo,  in  many  cases. 
The  witness  believes  there  is  a  pressing  necet^ity  for  regulation  in  this  matter, 
(403,  404.) 

7.  Overloading  of  lake  vessels. —Mr.  Pknje  states  that  it  is  a  well-known  fact  that  the 
smaller  vessels  on  the  lakes  are  nearly  always  overloaded.  He  gave  many  instances 
of  this,  among  others  submitting  a  letter  from  Gapt.  Henrv  Leisk,  master  of  the 
steamer  P.  J.  RaJph,  in  which  he  charged  that  there  was  reckless  overloading  in  the 
■e  trade.    The  comphunts  about  overloading  are  usually  in  the  iron-ore  trade. 
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je  of  the  weight  of  that  sort  of  cargo.  The  larger  veaeela  can  not  be  overloaded, 
because  the  depth  of  the  chacmelH  between  the  lakes  is  not  sufficient.  There  is  no 
law  at  present  in  r«:ard  to  overloading  veeeels.  The  insurance  companies  insure 
onder  a.  "free-board  ww,"  but  he  does  not  think  it  is  a  United  States  statute.  The 
competition  among  insurance  companies  is  so  keen  (hat  they  are  glad  enough  to  get 
the  risk  and  say  nothing  against  overloading.     (404,  405. ) 

8.  CndermanningofveMeU.—JiT.  PENJEasserta  that  practically  all  of  the  vewels,  both 
aail  and  steam,  on  the  lakes,  are  undermanned,  and  gives  many  instances  in  support 
of  his  statement.  He  analyzes  the  cairyinK  canity  of  then;  several  vc«sel>i,  stating 
how  many  men  they  carry,  and  deciares  that  m  practically  every  instance  at  ieast 
twice  the  number  of  men  should  be  employed.  The  undermannnig  result*!  in  espe- 
cially hard  conditions  for  the  men  employed.  It  is  also  very  unmfe,  especially  in 
case  of  a  storm.  In  no  other  country  are  tile  men  required  to  stand  at  the  wheel  more 
thanZhouts,  whileon  the  lakes  they  arc  required  tosland  6  hours,  and  that,  very  often, 
after  being  continuously  at  work  for  24  houre  preceding.  The  custom  elsewhere  is  2 
hours  on  and  4  oft.  He  attriliutes  thin  condition  largely  to  the  greed  of  the  ownere 
of  the  ve*eels.  Two  of  the  "fancy"  passenger  steamers  running  between  Buffalo 
and  Superior,  carrying  From  ,100  to  400  passengen,  have  1  captain,  3  mates,  and  only 
12  men  that  are  called  seamen.  I.ast  year  the«e  seamen  were  paid  |35  per  month, 
and  the  year  before  1125,  which  is  only  $5  more  than  the  deck  handji  get;  they  are 
Dotcompetent  men  and  are  called  seamen  only  because  they  havea  uniform  on.  Half 
of  them  could  not  save  themselves,  much  less  save  a  passenger,  in  times  of  distress. 
Many  of  the  disasters  on  the  lakes  could  be  attributed  to  the  failure  of  the  veesela 
to  be  properly  manned.  The  majority  of  the  disasters  are  collisions  in  the  Detroit 
Biver,  where  the  passage  is  in  some  places  only  60  feet  wide,  and  they  could  be 
avoided  many  times  if  an  additional  steering  roan  waa  on  the  veMsel.     (4Ci5-408.) 

B.  ProptMed  regulalumt. — Mr.  Penje  stales  that  it  is  (he  desire  of  the  lake  Seamen's 
Union  to  get  some  l^islation  that  a  vessel  should  carry  a  certain  number  of  efficient 
seamen,  and  then  give  the  seamen  a  certificate  of  efficiency,  as  every  other  country 
does.  The  certificate  might  be  issued  by  a  Government  official,  in  connection  witn 
the  custom-house,  and  the  men  should  be  examined  before  the  certificate  was  issued. 
All  the  members  of  the  union  are  examined  by  the  officer  in  charge  of  the  union 
where  the  men  join,  and  if  found  sufficient  are  given  a  certificate  for  the  capacity  in 
which  they  can  serve.     (404. ) 

10.  Great  Late  vemeU. — Mr.  Penje  stated  that  there  are  very  few  vessels  on  the 
Great  flakes  that  are  square-rigged,  most  of  them  being  square-rigged  on  the  fore- 
mast only,  three-masted  schooners  and  barges  being  used.  In  the  modern  barges 
there  is  a  steam  steering  gear,  and  some  of  them  have  an  electric  motor  and  furnish 
their  own  electric  light,  out  the  number  is  small.  In  some  of  the  more  modem  ves- 
sels there  is  a  steam  power  in  the  shape  of  a  "donkev,"  but  that  very  often  gets  out 
of  order.      (410.) 

C.  Lonvshore  work— 4i}reBt  Lakea.— 1.  TnUmatiorudLonMhoremai'sAego- 
eiaiUm. — Mr.  Bahter,  secretary -treasurer  of  the  International  Longsnore  men's  Asso- 
ciation, says  that  this  organization  was  formed  in  18il2,  and  was  then  made  up  of 
locals  of  lumber  handlers  only.  In  1893  ita  purpose  was  enlarged  to  include  every 
dock  worker  at  all  ports  in  the  United  States  and  (Canada,  on  the  seacoaM,  the  lakes, 
and  the  rivers.  He  estimates  the  af;gregate  membership  at  40,000,  and  the  member- 
ship on  the  Great  Lakes  at  from  20,000  to  2.5,000.  The  chief  attention  of  the  organi- 
zation has  been  given  to  the  lakes.  Mr.  Barter  mentions  among  the  workmen  that 
arc  members  there  the  loaders  and  uiiloaders  of  coal,  ore,  grain,  salt,  and  package 
freight,  dock  holsters  and  enpneers,  dock  firemen  and  marine  firemen,  and  all  men 
employed  in  lumber  yards.  He  does  not  think  that  there  are  more  than  1,500  non- 
union men  working  at  these  occupations  on  the  Great  Lakes.  Such  as  there  are  are 
chiefly  at  Chi<»go,  Milwaukee,  Buffalo,  and  Duluth. 

The  association  holds  an  annual  convention,  at  which  each  local  orvanixation  is 
entitled  to  two  delegates,  but  the  delegates  cast  votesaccording  to  the  membertthip  tbey 
represent.  The  per  capita  tax  paid  to  the  national  organization  is  5  cents  a  month. 
Local  dues  are  generally  about  50  cents  a  month,  hut  they  are  collected  inmost  jKirta 
only  for  10  months  in  the  year,  and  in  some  cases  only  for  8  or  S.  In  some  locals, 
where  there  are  sick  and  death  benefits,  the  dues  are  collected  for  12  months.  The 
international  or^nization  pays  no  sick  or  death  benefits,  but  about  20  per  cent  of 
the  locals  do.  In  some  cases  the  weekly  sick  benefit  is  $5  and  the  death  benefit 
(100.  Greater  amounts  are  pajd  in  cases  of  special  need.  The  5  cents  a  month  paid 
to  the  international  oivanization  goes  to  it«  expenses,  including  the  salaries  of  otii- 
cersand  the  expenses  oi  attending  conferences  and  conventions.  These  are  consider- 
able, as  there  are  a  large  number  of  conferences  with  employers  every  year.  (307, 
314.) 
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2.  ^id  of  labor  organization.— Mt.  Bartbr  thinks  that  wagea  have  liaen  60  per 
cent  since  his  orrantzfttion  was  formed;  but,  be^dee  that,  it  has  effects  a  ereat 
improvement  in  the  characler  of  the  men.  It  has  don"!  away  with  the  compufeory 
patronaee  ot  saloons,  which  existed  under  the  old  stevedore  Hystem,  and  it  does  not 
permit  drunkenneae.  The  saloon  evil  now  exists  only  in  Buffalo,  Ghira^,  and  Mil- 
waukee, where  the  organization  has  not  yet  been  able  to  abolish  it.  In  many  ports 
the  union  tinee  a  man  if  he  gets  drunk,  and  does  not  let  h.im  work  until  the  fine  is 
paid.  In  many  porta  the  union  forbids  taking;  liquor  on  board  a  vessel  during  work- 
inf!  hours.  The  enforcement  of  these  rules  gives  no  trouble.  The  majority  of  the 
men  are  determined  that  temperance  rules  shall  prevail.  This  is  partly  from  the 
desire  to  make  it  an  occupation  for  respectable  men  to  follow,  and  it  is  partiv  a  mat- 
ter of  business  prudence.  The  men  work  in  gangs,  and  if  one  shirka  eitoer  tlie  work 
of  the  gaug  is  interfered  with  or  hia  work  has  to  be  done  by  his  mates.  If  a  man  is 
incapable  of  working  properly  because  of  the  influence  of  liquor,  his  mates  want  him 
removed  and  another  man  put  in  his  place.  There  has  been  a  very  marked  change 
in  tie  character  of  the  longshoremen  under  the  influence  of  the  organ iJation.  Under 
the  stevedore  system  competition  between  contracting  stevedores  was  often  carried 
on  by  physical  force.  A  stevedore  backed  by  a  strapping  band  of  flghtera  would 
drive  away  the  stevedore  with  weaker  followers,  and  ultimately  secure  a  monopoly  ot 
the  hiiane*.  The  men  were  forced  to  become  brutes  or  be  kicked  off  the  docKs  and 
kicked  to  pieces.  With  the  growth  of  the  organization  and  closer  touch  with  the 
employers  "our  brains  have  taken  hold  instead  of  muscle,  and  theconservativetnan. 
the  man  who  had  some  business  ideas,  has  been  forced  to  tie  front."     (310-312,316.) 

3.  Strikf»  of  longshoremen. — Mr.  Barter  says  that  this  organization  has  no  defense 
or  strike  fund,  and  that  none  of  its  locals  has  ever  had  to  ask  financial  assistance 
during  a  strike  except  in  one  case.  That  case  was  that  of  the  BuSalo  freight  hand- 
lew  in  1900.  In  the  Buffalo  strike  of  1899  there  was  no  appeal  tor  funds.  The 
organization  does  not  have  many  strikes,  and  has  never  made  an  aflsessment.     (307.) 

Mr.  Barter  says  that  there  used  to  be  perhaps  a  strike  a  day  at  the  docks  ot  the 
large  cities  on  the  lakes.  The  effect  of  the  policy  of  the  organization  lias  been  practi- 
callv  to  do  away  with  strikes.  The  international  officere  always  prevent  strikes  if 
possible.     (316.) 

Mr.  Barter  gives  an  account  of  the  Buffalo  freight  handlers'  strike  of  ISiW.  ITe 
says  that  the  nandling  of  freight  was  done  there  under  contract,  and  in  January, 
1890,  there  was  a  change  of  contreelore.  The  old  contractor  had  paid  the  men  a 
certain  sum  for  unloading  the  boats,  which  was  supposed  to  he  equally  divided 
among  the  men.  The  new  contractor  tried  to  introduce  a  system  of  time  work.  The 
men  struck  and  demanded  the  abolition  of  the  contract  system,  and  the  giving  of 
the  work  directly  to  the  men.  The  strongest  reason  for  demanding  the  abolition  of 
contractors  was  the  saloon  system.  Most  of  the  stevedores,  or  freight-handling  con- 
tractors on  the  lakes,  used  to  own  aaloona.  The  men  complained  that  unless  they 
patronized  the  saloons  freely  they  could  not  get  employment.  The  strike  was  eon- 
ducted  in  an  honorable  way  by  the  men,  with  no  attempts  at  violence.  Some 
violence  was  attempted,  but  not  W  members  of  the  oi^nization.  Mr.  Barter  thinks 
that  no  union  man  was  arrested  for  violence.  The  I^e  Carriers'  Association  pro- 
posed to  become  a  party  to  the  agreement  between  the  freight  handlers  and  the 
contfactors,  and  see  that  it  was  carried  out  to  the  letter.  Sir.  'Barter  thinks  that 
they  even  agreed  to  pay  5  cents  more  than  the  men  had  received  the  year  before. 
The  men  stiU  retiised,  demanding  that  the  contract  be  let  directly  to  them.  This  the 
lake  carriers  could  not  do  because  ot  their  existing  agreement  with  the  contractors. 
In  the  end,  however,  the  men  got  all  they  contended  for  except  the  direct  contract 
with  the  lake  carriers.     (308.) 

alaereementwith  the  Dock  Managers'  Association,  repre- 
senting men  interested  in  unloading  iron  ore  at  the  ports  of  Sandusky,  LiOrain,  Huron, 
Cleveland,  Fairport,  Conneaut,  Ashtabula,  Toledo,  Buffalo,  and  Erie.  The  first 
agreement  with  them  was  made  on  Man'b  15,  1900.  In  Deceml>er,  1900,  an  agreement 
was  made  for  the  loading  on  caru  during  the  winter  of  ore  piled  on  the  docks.  This 
agreement  provides  that  it  any  work  comes  up  which  is  not  apecificallv  provided 
tor  in  the  contract,  the  men  shall  perform  it,  and  the  pav  for  it  shall  be  aetermined 
between  the  representatives  of  the  local  oi^anization  and  the  dock  managers,  and  in 
the  event  of  disaffreeincnt  shall  be  arbitrated.  In  case  ot  any  controversy  there  is  a 
provision  for  settlement,  flrst,  if  possible,  by  representatives  ot  the  dock  rnanagerB 
and  the  rejpresenlatives  ot  the  local  organization.  If  they  can  not  agree,  they  are  to 
choose  B  disinterested  man,  who,  with  them,  shall  form  a  boant  of  arbitration.  If 
they  can  not  agree  on  a  third  man,  each  of  them  is  to  choose  a  disintere»>ted  man,  and 
thetwoHochoeenare  to  choosea  third,  and,  with  him.tti  form  tlie  board  of  arbitration. 
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It  has  been  neoeeaary  actually  to  i'«ai>Tt  to  the  arbitration  clause  only  once.  In  all 
other  csaes  every  qncfltion  has  been  settled  by  n^otlatioD  between  lepreeentativee  of 

the  two  Bides. 

The  agreement  provides  that  the  men  shall  continne  to  work  under  all  circmn- 
etancee  pending  arbitntion.  This  has  always  been  strictly  adhered  to,  except  in  one 
raae.  Inthatrasetheroenhadnot  yetbecomethorooghlyacquiuntedwiththecontract. 
It  was  not  possible  to  educate  10,000  men  on  all  theae  points  at  once.  A  disagrce- 
.  ment  arose  at  Conneautand  the  superintendent  telegraphed  Mr.  Barter.  Mr.  Barter 
went  there  and  explained  the  conditions  of  the  agreement  to  the  men  and  Uiey 
immediately  went  to  work. 

Mr.  Barter  has  found  the  operation  of  theee  agreements  most  Ratisfoctory.  The 
employers  are  Hi  ways  ready  to  meet  acommitteeof  the  men  and  listen  (oany  grievance 
or  complaint.  The  relations  between  the  two  sides  are  entirely  satisfactory,  and  Mr. 
Barter  thinks  that  these  agreements  are  the  solution  of  the  labor  question.     (312-316.) 

5.  Direct  coniracU  of  lake-freight  handUn.—Mi.  Barter  says  that  his  organization 
d^s  directly  with  the  various  persons  who  have  freight  to  load  and  unload,  the 
ttansjMrtation  agencies,  and  the  dock  managers.  In  some  ports  the  men  work  in 
gangs,  and  the  gangs  take  turns  in  employment,  one  taking  one  boat  and  another 
&e  next.  When  a  boat  is  l(Htded  or  unloaded,  the  foremen  and  some  members  of 
the  gan^  see  the  bills  of  lading,  figure  out  what  is  coming  to  them,  collect  the  money, 
and  divide  it  among  all  the  men  who  have  done  the  work.     (310,) 

The  Lake  Carriers'  Association  has  never  taken  up  the  question  of  any  particular 
contract  except  the  Buffalo  contract.  The  Longshoremen's  Association  nas  done 
bumness  since  1898  with  members  of  the  I«ke  Carriers'  Union  as  dock  managers, 
and  this  means  practically  the  lake  carriers.  Thecontracta  are  always  signed  on  the 
part  of  the  men  r)y  representatives  of  tlie  international  organization.  The  local  union 
IS,  of  course,  also  a  party  to  the  contracta,  and  is  directly  interested  in  the  making  and 
inforccinent  of  them.  The  other  parties  ia  the  contracts  are  sometimes  the  dock 
manaoers,  sometimes  the  local  earners,  sometimes,  as  to  package  freight,  the  super- 
intendents of  the  freight  docks  of  the  different  railroads. 

Mr.  Connors,  the  man  who  has  the  freight-handling  contract  in  Buffalo,  Still  oper- 
ates to  some  extent  in  Milwaukee  and  Chicago.  In  those  cities  there  is  competition 
in  the  stevedore  system,  and  he  does  not  have  all  the  docks.  There  is  no  organiza- 
tion ot  freight  liandlera  in  Chicago.  There  isan  organization  in  Milwaukee,  and  Mr. 
Barter  understands  that  Mr.  Conners  pays  the  same  wages  that  are  demanded  by 
the  orvanization.    The  contracts  are  let  annually.     (309.) 

Mr.  Barter  savs  that  his  organization  practicallv  controls  all  the  unloading  of  iron- 
ore  boats,  and  the  loading  and  unloading  of  coal  and  of  lumlier.  He  believes  that 
all  fair-minded  employers  on  the  lakes  would  prefer  to  deal  with  the  organization 
rather  than  to  return  to  the  old  system.  He  has  lived  on  the  water  all  his  life  and 
be  has  never  seen  boale  given  the  dispatch  they  have  had  the  last  season.  This  is  of 
great  importance,  especiall}'  in  view  of  the  competition  of  the  railroads.     Under  the 

S resent  system  every  indi^1dual  workman  is  practically  acontractor  and  is  interested 
I  the  loading  and  unloading  of  boats,  and  is  also  interested  both  in  the  question  of 
dispatch  and  in  the  question  of  freieht  rates.  Freight  rates  r^;ulate  the  w^;^  rate  to 
a  very  large  extent  The  men  are  Teaming  that  they  must  not  try  to  lift  their  wage 
rate  excessivelv  or  it  will  drive  the  traffic  to  the  railroads.     (313,  314.) 

6.  Wagef  of  Umgthoremm.—yiT.  Bartkr  gives  in  considerable  detail  the  wages  paid 
to  ditfen>nt  classes  of  workers  on  the  Great  Lakes.  Amonz  them  are  the  following: 
Coal  trimming — that  is,  loading — 60  cents  an  hour  tor  a  12-hour  workday;  fueling,  S) 
cents  an  hour  for  any  number  of  hours;  lumber  loading  and  unloading,  50  cents  an 
hour;  grain  sc'Xipers^that  is,  unloadera — 60  cents  an  hour;  grain  trimmers— that  is, 
loaders-^O  cents  and  upward;  marine  package  freight  handlers,  30  cents  an  hour, 
working  10  and  12  hours,  and  sometimea  24  hours  at  a  stretch;  hoisters,  tSOamonth, 
and  engineers  (85  a  month,  from  May  1  to  December  15;  marine  firemen,  (45  a 
month  during  the  navigation  Mason.  In  Bome.caHeB  time  and  a  half  is  paid  for  6un- 
day_  work.  Several  of  these  rates  are  average  rates  from  which  there  is  condderable 
variation.  Mr.  Barter  thinks  wages  are  60  per  cent  higher  than  they  were  before 
bis  organization  obtained  control  of  the  porta. 

Mr.  Barter  explains  that  the  grain  trimmer  or  loader  has  rather  more  dusty  work 
than  the  scooper  or  unloader,  but  either  kind  of  work  is  one  which  a  man  can  not 
stand  many  years.    These  men  do  not  live  to  be  old.     (310,  311. ) 

Mr.  Barter  says  that  the  introduction  of  a  uniform  wage  rate  for  the  unloading  of 
ore  boats  at  the  several  lake  ports  has  been  advantageous  to  the  business.  "One 
dock  manager  is  not  in  sharp  competition  with  another  dock  manager,  because  the 
wage  rate  now  is  tl)e  name  in  all  the  lake  Krie  ports."  An  effort  is  now  on  foot  to 
secnrea  uniform  scale  for  unloadiuK  lumber.  Such  a  scale  is  likely  to  be  established — 
perhaps  a  sliding  scale  based  ou  the  freight  rate.    (315.) 
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The  queetion  of  a  Bliding  ecale  for  the  handling  of  lumber,  to  depend  upon  the 
freight  rate,  is  under  diacuesioD,  and  he  IbinkB  his  oi^aniTation  will  be  willing  to 
consent  to  it.     (315.) 

7.  Nationolily  of  Umgihoremen. — Mr.  Barter  says  that  the  Irish -Americana  were  for- 
merly predominant  in  longshoremen's  work  on  the  Great  lakes,  but  that  many  of 
them  became  di^iusted  during  the  troubles  in  the  lake  ports  and  looked  for  other 
occupations.  In  the  younger  element  that  is  coming  in  AmericanB  are  a,  factor, 
though  very  few  young  Americana  worked  on  the  lakes  under  the  old  eyatem.  In 
ore-receivins  porte  there  are  manv  nationalitiee,  such  as  Italians,  Finns,  HunnB,  Sla- 
vonians, Poles,  and  Germans.     (l5lO,  311. ) 

8.  WinKr  occuvalions  of  U/ngihoremen. — Mr.  Barter  says  that  the  closed  season  of 
navigation  on  the  Great  Latee  usually  covers  December,  January,  February,  and 
March,  but  sometimes  be^na  in  the  middle  of  November  and  sometimes  does  not 
end  till  Mav.  The  organization  has  now  got  an  agreement  covering  the  iron-ore 
ports  whereoy  about  10,000  members  will  be  kept  at  work  in  the  winter,  in  the  Min- 
nesota, Wisconsin,  and  upper  Michigan  porta.  Many  of  the  men  go  into  the  woods 
and  work  at  lumtiering.  In  the  cities,  however,  the  men  have  become  accustomed  to 
save  enougli  during  the  summer  to  live  on  during  the  winter  without  doing  anything. 
Often  they  buv  coal  and  flour  and  other  provisions  for  the  winter  at  wholesale.  In 
the  summer  taey  often  do  not  have  mucn  time  to  see  their  homes.  In  the  winter 
they  can  see  their  families.  Ten  years  ago  not  20  per  cent  were  married,  but  now  00 
per  cent  are  married  and  are  raising  families.     (317. ) 

D.  Labor  In  HUaiMlppI  River  trafHc— Mr.  Bryant  states  that  the  offi- 
cers on  the  Mississippi  River  boats  are  white  men,  but  the  laborers  usually  negroes. 
Whites  could  not  s^nd  the  work,  especially  as  the  weather  is  usually  very  not.  The 
negro  has  to  be  paid  pretty  high  for  it.  On  the  upper  rivers,  where  the  trafBc  is 
somewhat  different,  there  are  some  mixed  crews,  but  mostly  ne(tro  crews.  On  the 
lower  river  in  the  packet  trade  the  pay  is  from  740  to  fllO  per  month  and  board. 
The  labor  is  not  steady  and  very  few  boats  ever  go  out  with  the  same  crew  twice. 
The  "roustabout"  cares  nothing  about  saving  money  or  having  a  home  or  family, 
and  has  no  moral  obligations.  The  most  of  them  lose  much  of  their  wages  in  gambling. 
The  steamboat  men  are  very  anxious  to  improve  the  condition  of  these  lalxirers,  but 
find  they  can  not  do  It    The  roustabouts  are  all  strong,  vigorous  young  fellows. 

The  steamboats  provide  mees  rooms  to  eat  in,  and  tin  pans,  knives,  forks,  and 
cups,  but  the  men  would  much  rather  have  the  food  brought  on  in  a  dish  pan  and  put 
on  deck,  and  take  it  in  their  hands  and  eat  it.  Places  are  provided  for  them  to  sleep, 
but  they  never  go  there,  because  they  want  to  hide  from  the  mate  when  they  make  a 
landing  and  dodge  the  work.  In  cold  or  rainy  weather  they  sometimes  go  down  under- 
neath the  boilers  and  sleep  there.  These  roustabouts,  when  on  shore,  mostly  go  to 
what  are  called  "barrel  houses,"  where  liquor  is  sold,  and  where  there  are  dance 
halls,  crap  games,  et«.     The  officers  often  go  to  theaa  barrel  houses  to  find  a  crew. 

Attempts  have  been  made  to  organize  these  laborers  into  a  union,  but  they  were 
only  partiallv  successful.  The  negroes,  however,  seem  to  stand  together,  and  when 
a  bo^  is  ready  to  ship  their  demands  for  wages  must  be  met  before  they  will  join 

"- (395-397.) 

fant  states  als( 

ts  in  two  instai.^^, ,  ., .  

er,  they  could  not  speak  the  ^r^nglish  language.     The  wages  paid  the  Italia 
were  $60  per  month  and  bruird.     The  Italianfniit  men  employ  none  DutltaUan  labor 
on  boats.     (397.) 

Labor  in  New  Orleant. — Mr.  Bryant  stated  that  the  stevedore  labor  in  New  Orleans 
op  to  recently  had  been  mostly  white,  but  now  the  n^ro  is  making  inroads  into 
that  employment,  and  they  work  cheaper;  that  that  is  steady  labor,  and  the  men 
work  in  the  same  gangs  and  form  a,  very  close  corporation.     (397.) 

ZVm.— OOBPOBATIOKS  AKS  COMBINATIONS  aBNSILAIJ.T. 

-.,    - -  ,-    ,       -,        ,- ---,.-  -         INE,  of 

the  Audit  Company  of  New  York,  thinks  that  the  overcapitalization  of  railroads  and 
industrial  corporations  has  many  incidental  evils,  but  he  doubts  whether  it  is  posra- 
ble  to  check  tnem  by  legislation.  He  thinks  that  it  it  were  possible  to  require  mora 
satisfactory  statements  as  to  the  value  o(  assets,  etc.,  in  the  inauguration  of  corpora- 
tions, the  motive  for  overcapitalization  would  largely  l>e  removed.  (See  summary 
of  Mr.  Greene's  evidence  as  to  promotion  and  publicity,  p.  tcLxxiv.) 
Mr.  Greene  does  not  think,  however,  that  industrial  'combinations  and  other  cor- 
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porutione  are  overcapitalized  to  ae  Great  on  extent  as  is  commonly  believed.  He  pays 
It  ie  the  nnivereal  opinion  of  mauuuicturerE  and  buainete  men  engaged  in  ent«rpriwe 
invoUTngriek that  toey  must  hope  fora  profit  of  12  or  13per  cent  on  Uie  actual  invest- 
ment, in  view  of  the  nsks.  Otherwise  it  would  be  better  tor  them  to  lend  out  their 
money  on  bonds  or  tnortj^agee.  Consequently,  when  the  owner  oE  a  plant  proposes 
to  put  it  into  a  corporation,  he  tiada  that  he  must  capitalize  it  at  more  than  tne  I'aiue 
of  the  tangible  aasetfl.  For  example,  a  man  owns  a  mill  worth  f  100,000,  tanjpble 
property.  A  normal  rate  of  profit  on  the  busineffi  is  112,000.  Bonds  can  be  issued 
to  the  amount  of  $100,000,  bearing  6  "pei  cent  interest  This  leaves  a  balance  of  t6,000 
of  annual  earnings,  which  can  be  capitalized  in  Btocke,  This  half  of  the  eamittgs  is, 
of  course,  le«e  certain  than  the  first  half.  There  are  some  people  who  prefer  to  invest 
at  low  interest  with  a  certainty  of  return.  They  will  buy  tne  bonds.  Otheis  are 
willing  to  take  more  risk,  and  will  buy  stocks.  The  stocks  issued  in  such  an  instance 
as  this  are  frequently  called  water,  but  this  is  scarcely  a  correct  deticription  of  them. 

Mr.  Greene  says  further  that  the  extra  $100,000  of  stock  in  a  case  of  this  Bort  may 
be  properly  treated  as  a  capitalization  of  good  will,  while  the  first  $100,000,  repre- 
sented by  bonds  or  preferred  stock,  stands  for  the  tangible  value  of  the  plant.  The 
witneffi  believes  that  it  is  perfectly  proper  to  treat  good  will  as  an  asset  of  the  com- 
pany if  it  is  accurately  valued.  At  the  same  time  it  would  be  proper  accounting  and 
proj>er  policy  to  distinguish  clearly  between  tangible  assets  and  good  will.  The 
earnest  wav  in  the  inauguration  of  a  corporation  would  be  to  have  the  property 
appnused  Dy  expert  accountants.  This  would  show  so  much  for  the  plant,  so  much 
for  accounts  receivable,  cash,  material  on  band,  etc.  The  total  of  the  tangible  assets 
could  properly  enoogh  be  represented  by  bonds  and  stocks,  or  the  plant  proper  might 
be  represents  by  bonds  and  the  current  assets  by  preferred  stocks.  The  difference 
between  this  amount  and  the  total  capitalization  would  be  good  will,  in  the  form  of 
common  stock. 
Greene  sa; 

!  profits  wl  „  , 

n  the  hasis  of  future  expected  profits.  Capitalizing  it  r^ly  amounts  to  a  cap- 
italization of  earning  capacity.  The  cost  of  promotion  of  a  corporation  is  ordinarily 
added  to  the  common  stock,  not  being  distinguished  in  the  accounts  from  the  cost  of 
property.      (476,  486,  490,  491.) 

Mr.  Greene  dectai«e  that,  in  his  jud^ent,  it  would  be  better  business  for  a  cor- 
poration haying  a  high  earning  capacity  to  increase  its  dividends,  rather  than  to 
water  its  stock.  This  would  certainly  t>e  to  the  interest  of  the  public^  but  since  the 
people  are  jealous  of  high  dividends,  the  owners  of  corporations  have  thought  that 
they  were  compelled  to  increase  capitalization  in  case  of  nigher  earnings,  so  that  the 
rate  of  dividend  should  be  about  the  same  as  before.  The  fact  that  people  think  that 
they  are  swindled  if  a  corporation  pays  more  than  6  per  cent  dividends  ie  too  power- 
ful for  the  theory  of  proper  accounting. 

Still  another  reason  leading  to  increase  of  capitalization  of  corporations  is  the  psy  cho- 
Ic^cal  tact  that  people  will  pay  more  proportionately  for  a  stock  bearing  low  divi- 
dends than  for  one  bearing  hish  dividends.  If  a  oompanv  pays  10  per  cent  on  its 
stock,  shares  ot  the  par  value  of  $100  will  probably  be  wortn  about  $150  in  the  mar- 
ket. It  the  number  of  shares  is  doubled,  so  that  they  pay  5  per  cent,  the  sharte  will 
probably  sell  for  $90  each,  or  at  the  rate  of  f  180  for  the  former  one  share  which  sold 
for  $150.  The  same  attitude  toward  the  value  of  securities  is  found  in  Great  Britain 
as  in  the  United  States.     (486,  489. ) 

2.  Bant  of  cajptalixalioa — Stockt  v.  bond*. — Mr.  Rice,  an  officer  ot  various  conior*- 
tiouB,  says  that  it  seems  to  him  a  matter  of  indifference  how  large  the  capital  ot  a 
corporation  is,  provided  it  is  not  in  the  form  ot  bonds.  If  a  corporation  issues 
$16,000,000  of  stock  in  $100  shares  which  sell  at  $10  a  share,  it  is  piactitally  the 
same  as  if  it  has  inued  160,000  shares  at  a  par  value  ot  $10  each.  So  long  as  there 
is  no  question  of  public  policy  or  the  protection  of  the  public  against  excessive 
chaises,  it  makes  no  difference  about  the  capitalization.  The  valueof  railroad  prop- 
erties, for  example,  continally  fluctuates,  although  their  capitalization  remuns 
unchanged. 

On  the  other  hand,  Hr.  Rice  asserts,  the  undue  increase  of  bonds  is  a  danger  to 
cotporations  and  t«  the  general  financial  condition  of  the  country.  Slock  has  no 
claun  on  earnings  which  can  lie  forced.  If  a  company  has  a  lar^  bond  insue  it  gete 
oa  well  so  long  as  boslnesB  is  prosperous  and  interest  can  be  paid,  but  it  there  is  a 
setback  in  busmese  the  corporation  goes  into  bankruptcy  and  the  country  may  get 
into  a  chaotic  State  such  as  existed  in  1S93  and  1694.  The  dangers  of  panics  would 
be  moch  less  if  the  bonded  indebtedness  of  railroads  and  indostiial  companies  were 
small.     {736, 740.)  „  , 
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3.  PtMidty  in  ootmeavm  with  promotion  of  cwporo/imw. — Mr.  Grbbkb  Bays  that 
somewhat  more  than  at  present  enould  be  done,  by  legislation  or  otherwiae,  to  pro- 
tect inveetoiB  in  corporationa,  eapecially  in  connection  with  prospectuses  and  pro- 
motion at  the  outset  Some  euch  r^ulations  would  do  much  to  prevent  overcapital- 
ization. He  thinks,  however,  that  the  requirement  of  greater  publicity  in  these 
directions  should  be  accomp&nied  by  liberal  provisions  in  behalf  of  corporations. 
On  the  whole,  the  witnefls  ia  inclined  to  favor  the  adoption  of  such  r^^lations  as 
are  found  in  the  English  law,  which  makethe  persons  who  issue  proapectuaes  respon- 
sible as  to  any  misrepresentations  in  the  statements  made. 

The  difficulty  of  requiring  such  statements  by  legislation  is  that  the  information 
wliich  is  necessary  variee  in  each  case,  and  the  establishment  of  definite  rules  is  very 
difficult.  The  need  of  pubhcity  is  eapecialiy  great  in  the  case  of  the  newer  and 
larcer  companiee. 

Mr.  Greene  thinks,  however,  that  the  necessity  for  Ii 
greatly  reduced  by  the  precautions  which  business 

e  of  the  industrial  combinations 
whose  stocks  were  floated  in  1899,  and  which  now  are  quoted  at  very  low  prices.  It 
is  difficult  now  to  float  a  combination  in  Wall  Street  except  on  the  moat  conservative 
basis.  Moreover,  the  various  banking  houses  which  are  connected  with  the  pro- 
moting of  corporations  are  becoming  more  and  more  careful  regarding  the  nature  of 
the  enterprises.  A  reputable  tanking  house  has  so  man^  business  interests  to  safe- 
guard that  it  can  not  ^ord  to  promote  a  corporation  which  ia  not  on  a  sound  basis. 
Banking  bouses  must  protect  their  own  reputations  if  they  wish  to  continue  a  suc- 
ceesful  bnsnees. 

The  rules  of  the  New  York  Stock  Exchange,  and  of  other  exchange,  also  require 
a  certain  amount  of  information  at  the  time  when  corporations  are  listed  forstock 
dealings.     An  audit  hy  a  responsible  auditing  company  ia  usually  required.  ■ 

The  result  of  these  methods  is  that  the  problem  of  naudulent  promotions  is  grad- 
ually being  solved  in  Wall  street  without  l^islation.  At  the  same  time,  l^islation 
crystallizing  busines  cuatoma,  and  the  rules  of  the  companies  and  stock  exchanges, 
mightprove advantageous.     (476,  477,  482,  483,  491.) 

4.  Fapimia  of  promotion. — Mr.  Gbeenb  isdisposeii  to  favor  preater  publicity  in  con- 
nection with  the  promotion  of  enterprises.  He  does  not  think  it  imperative  that  the 
cost  of  promotion  itself  and  the  expenaes  of  organization  should  be  stated  in  detail  in 
the  accounts  of  the  corporation.  It  is  the  practice  to  include  cost  of  promotion  with 
the  total  cost  of  the  property.  Over  against  the  coat  of  property  are  then  set  the 
tangible  assets  and  intangible  assets,  including  good  will.  Cost  of^  promotion  would 
be  represented  by  the  stocks  issued  for  good  will.  Aa  a  matter  of  fact,  capitalization 
is  usually  based  on  the  supposed  earning  power  and  the  cost  of  promotion  is  taken 
out  of  that  The  ordinary  method  of  promotion  is  for  the  promoter  to  buy  the  prop- 
erty for  whatever  price  ho  can,  and  then  to  recapitalize  it  on  the  suppoaed  basis  of 
earning  power  and  sell  tbestock  for  whatever  investors  will  give,  the  difference  being 
his  profits.  The  expense  of  underwriting  is  often  treated  separately  as  part  of  oi^an- 
ization  expenses.  It  is  not  especially  necessary  to  divide  the  item  of  good  will  as  a 
part  of  the  assets  so  as  to  show  the  pay  of  promoters.  If  a  property  is  bought  for 
$60  and  sold  for  $100  it  makes  little  difierence  how  much  the  promoter  made  if  the 
property  ia  really  worth  $100.  Often  the  combination  itself  so  increases  the  value  of 
property  that  there  is  no  connection  between  the  new  value  and  the  total  values  of 
the  previous  plants.  It  is  true,  however,  that  in  certain  cases  people  are  deceived 
into  believing  that  properties  were  originally  worth  more  than  was  actually  the  case, 
and  they  would  know  better  if  the  profits  of^  promoters  and  underwriters  were  stated. 
(491,494.) 

Mr.  Rick,  who  has  been  connected  with  the  promotion  of  various  companies  based 
on  patents,  declares  that  it  is  very  difilcult  to  ascertain  the  actual  cost  of  promotion, 
or  to  judge  as  to  the  fairness  of  the  payments  for  promotion.  Most  men  who  obtain 
Stock  for  promotion  are  expected  also  to  render  services  for  a  long  time  after  the  start- 
ing of  the  corporation.  In  the  case  of  the  develojimenl  of  a  patent  there  are  great 
difierences  in  the  quality  of  the  inventions,  the  difficulty  of  raising  money,  the  risk 
involved,  etc.  The  owner  of  the  patent  in  proposing  to  a  capitalist  or  promoter  to 
furnish  money  to  develop  it  would  be  willing  to  pay  comparatively  little  if  the  article 
were  already  securely  established  and  paying  a  large  profit,  while  if  a  coTisiderable 
amount  of  capital  had  to  be  secured,  with  much  effort  in  obtaining  it,  he  would  be 
willing  to  pay  more  to  the  promoter.     ( 736. ) 

B.  Exploitation  of  patent*.— 1.  Gemral  mahodt—-Capilalizailon.—Mt.  1.  L. 
Rick  slates  that  he  is  president  of  a  number  of  companies  engaged  in  developing 
invention;  based  on  patents,  such  as  the  Electric  Boating  (Company;  the  Consolidated 
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. , , , ^,  _._.!  the  Casein  Company  of 

America.  The  witnesa  declares  that  he  is  not  a  i>TOmoter  in  the  technical  sense,  "but 
that  he  takes  up  these  inventions  with  the  intention  of  developing  them,  and  not  of 
manipulating  stock  or  making  profits  by  eeiling  out.  The  new  invention,  bm  a  rule, 
is  taken  up  before  any  tangible  plant  exists,  and  the  plant  has  to  be  created  out  of 
the  capital  which  is  subscribed.  The  witneai  has  a  Dumber  of  friends  who  have  con- 
fidence ill  his  judgment  and  who  will  subscribe  for  piefeired  stock,  the  witnese  usuaJly 
making  the  largest  subecription.  The  working  capital  is  obtained  by  the  cash  pwd 
for  preferred  stock,  while  the  value  of  the  patents  themselves  ts  capitalized  in  common 
stocK.    The  capitalization  of  the  patent  is  based  on  the  profits  which  it  is  expected 


to  pay.  There  is  verr  great  uncertainty  in  developing  patents.  Out  of  n 
}73,00D  patents  which  have  been  inued  the  witness  does  not  suppose  t) 
have  ever  made  any  money.     Investing  in  such  an  enterprise  is  like  investing  in 


mine— the  investor  does  not  know  what  it  is  worth,  but  he  capitalises  it  at  what  he 
thinks  it  will  probably  be  worth.  There  are  always  soraeclaseesof  people  who  prefer 
only  sate  investments,  hut  others  are  willing  to  risk  their  money  in  an  enterprise  of 
this  sort,  and  the  only  thing  that  makes  proKTeee  is  the  risking  of  money  in  pushing 
new  inventions.  Most  inventions  with  which  the  witness  has  been  connected  have 
proved  of  very  great  value.     (732,733.) 

2.  Patent  monopo/us.— Mr.  Rice,  president  of  the  Consolidated  Rubber  Tire  Com- 
pany, says  that  the  stockholders  of  that  company  hope  that  it  is  a  monopoly,  and 
that  its  patents  will  be  sustained  by  the  United  States  courts.  An  enormous  price 
was  paid  for  them  on  the  understanding  that  they  already  constituted  a  monopoly. 
"  Monopoly  has  a  dreadful  sound,"  but  this  speciee  of  monopoly  is  guaranteed  by 
the  United  States  Constitution,  and  it  brings  millions  of  dollars  to  the  people  of  the 
entire  country.  The  invention  of  rubber  tires  for  carriages  has  stimulated  the  car- 
riage industry.  The  justification  for  a  temporary  monopolv  is  the  great  hazard  of 
developing  the  invenuone.  It  not  only  requires  a  great  deal  of  effort  and  money  to 
start  the  business  successfully,  but  the  moment  the  article  is  put  on  the  market  many 
others  begin  to  make  the  same  thing,  either  claiming  that  it  is  not  patentable,  or 
changing  the  details  in  some  minor  fashion  and  claiming  there  is  no  infringemeDt. 

3.  GcnwAidaUd  RtMier  !nre  Company. — Mr.  Bice,  who  is  president  of  the  Consoli- 
dated Rubber  Tire  Company,  says  that  this  company  controls  the  patents  for  the 
Kelly  or  Grant  tires,  which  are  used  chiefly  on  carriages  and  other  vehicles.  The 
company  is  somewhat  different  from  others  organized  ny  Mr.  Rice  tor  the  develop- 
ment of  patented  articles,  because  at  the  time  it  was  formed  the  tires  were  already 
being  v^  widely  used,  and  the  patent  had  an  enormous  value.  The  company  was 
capitalized  at  $8,000,000,  which  was  supposed  to  cover  the  value  of  the  patents  and 
of  the  existing  bnaiDeee.  Of  this  $4,000,000  was  in  preferred  stock  and  $4,000,000  in 
common.  There  had  been  litigation  regarding  the  validity  of  the  patente,  and  it  had 
been  sustained  in  various  places,  so  that  a  large  number  of  other  companies,  which 
had  been  started,  went  out  of  business,  and  the  Rubber  Tire  Company  fell  heir  to 
their  business.  It  was  not  a  consolidation  of  companies  in  the  ordinary  sense.  At 
the  time  the  corporation  was  started  the  preferred  stock  was  issued  at  about  par,  and 
the  common  stock  at  about  50.  Soon  after  there  was  further  litigation  regarding  the 
patents,  and  the  stock  has  now  fallen  so  that  the  preferred  stands  about  30,  although' 
It  paid  6  per  cent  dividends  in  1000,  while  the  common  is  quoted  at  about  5.  There 
is  no  doubt  that  the  stock  could  not  have  been  sold  in  the  first  place  if  people  had 
iinagined  that  there  would  be  such  a  decline.  The  company  hop^  that  its  patents 
will  be  generallysustained,  and  in  that  case  it  will  have  almost  entire  control  of  the 
manufacture  of  tires.  It  owns  a  plant  at  Akron,  Ohio,  and  there  are  a  large  number 
of  licensees  who  pay  rovalty.     (733,  734.} 

Mr.  Rice  says  that  tnere  is  no  monopoly  of  the  supply  of  raw  rubber,  although 
there  may,  perhaps,  in  the  future  be  an  attempt  to  comer  it  The  largest  supply  of 
rubber  comes  from  South  America,  and  this  is  of  the  best  quality.  The  output  of 
Para  and  Maoaos  for  1900  was  61,022,585  pounds,  oC  which  the  United  States  took 
27,413,469  pounds.     (736. ) 

C.  Pnbllcltr  orcorporalloni.~l.  Generai  detimlnlHy.—'Mt.  Ubbenb,  of  the 
Audit  Company  of  New  YoA,  does  not  favor  undue  regulations  of  the  methods  of 
business  of  corporations.  For  example,  such  a  provision  as  exists  in  Germany, 
requiring  that  it  the  accoimts  show  that  some  of  the  company's  capital  will  he  tost,  a 
meeting  of  the  shareholders  shall  he  called  immediately,  or  that  if  the  liabilities 
appear  to  exceed  the  assets,  bankruptcy  proceedings  shall  at  once  be  instituted, 
would  not  be  suited '  to  American  conditions.  It  would  be  unwise  to  hamper  the 
gKut  captains  of  industry  to  any  unreasonable  ext«nt     (492. ) 


CCLXXVI      INDUSTRIAL   COMMISSION: TRANSPORTATION. 

Mr.  Greene  tbmks,  however,  that  a  Freater  d^ree  of  publicity  of  the  accouata  of 

corporations  than  now  existe  is  deeirable  within  propter  limits.  In  hie  judgment 
meet  merchants,  manufacturers,  and  corporation  officers  in  this  country  are  honest. 
In  Bome  instances,  however,  through  ipioranee,  they  mate  statements  which  are 
not,  commercially  speaking,  correct,  although  they  may  show  the  actual  figures. 
There  could  be  no  harm,  for  the  prol«ction  of  investors  aad  of  the  general  public,  in 
requiring  publicity  of  the  essential  facia.  One  essential  fact  which  should  be  demon- 
Btrated  would  he  the  real  profits  made.  In  the  case  of  industrial  cumbinattonB  the 
exietence  of  large  profits  would  then  tend  to  promote  competition.  If  the  corporations 
are  guilty  of  any  erroneous  practices  the  people  will  find  it  out  by  such  publicity. 
The  witness  believes  that  the  American  people  wilt  deal  justly  with  the  coiporations 
if  they  know  the  facts  regarding  them. 

Mr.  WooDLocK,  railroad  editor  of  the  Wall  Street  Journal,  believes  that  if  le^la- 
tion  could  be  enacted  requiring  certain  reports  at  the  inauguration  of  corporations, 
and  annually  thereafter,  it  would  be  desirable.  Railroads  are  no  longer  much  at 
fault  in  this  r^ard,  but  the  industrial  combinations  ought  to  t>e  compelled  to  report 
as  fully  as  the  railroads  do.     (466.) 

Mr.  RicB,  president  of  the  Consolidated  Rubber  Tire  Company,  says  that  on  gen- 
eral principles  a  corporation  should  furnish  accounts  to  the  stockholders  and  the 
public  as  soon  as  it  is  once  on  an  earning  basis.  In  the  case  of  companies  still  struK- 
gling  inthedevelopingstage,  publication  of  accounts  would  be  misl^duigand  would 
irighten  stockholders  and  investors.  The  witness  does  not  know  that  the  laws  of 
any  State  require  publicity  as  to  the  cost  of  promotion  of  corporations,  and  seems  to 
question  whether  it  woula  be  wise  to  do  so,  because  the  costs  of  promotion  must  nec- 
essaril}^  differ  so  greatly,  according  to  the  companies.     (736.) 

2.  Limltatimti — Kxpert  audit. — On  the  other  hand,  says  Mr.  Grbsne,  in  the  case  of 
some  classes  of  corporations,  undue  publicity  would  be  undesimble.  When  a  bua- 
neaa  formerly  conducted  by  a  partnership  is  turned  into  a  corporation  its  real  char- 
acter is  not  changed.  No  one  asks  a  partnership  to  give  information  which  will  help 
its  competitors,  and  a  corporation  should  not  be  asked  to  do  so.  Even  the  share- 
holders in  some  instances  ou^ht  not  to  be  given  all  the  information  as  to  the  opera- 
tions of  the  company.  If  this  were  done  competitors  could  become  shareholders  and 
get  inside  information  which  would  result  iu  serious  injury.  Shareholders  are  con- 
tinually changii^  and  have  little  knowledge  as  to  what  information  can  properly  be 
made  public. 

As  a  protection  to  shareholders  and  investors  in  the  case  of  corporations  whose 
accounts,  for  the  reasons  su^gesl«d,  ought  not  to  l)e  published  in  detail,  Mr.  Greene 
suggests  that  expert  professional  auditors  should  be  employed  from  time  to  time  to 
examine  the  anairs  of  the  corporations,  audit  their  accounts,  and  certify  officially 
whether  apparent  earnings  were  real  earnings  and  whether  the  corporation  was  in  a 
sound  condition.  The  general  results  of  such  examinations  should  tie  stated  without 
details.  The  Audit  Company  of  New  York,  with  which  Mr.  Greene  is  connected, 
is  frequently  called  upon  to  make  such  examiustions  ss  he  suggests.  It  examined 
the  Pressed  Steel  Car  Company,  which  has  rei«ntly  been  issuing  mortgage  notes  to 
the  amount  of  $500.  This  com[any  guarant**B  that  it  will  have  on  hand  at  all  times 
certain  things  as  a  safeguard  to  investors,  and  it  has  appointed  the  audit  company 
to  ascertain  from  time  to  time  whether  this  requirement  is  carried  out. 

The  witness  implies  that  some  legal  requirement  of  a  proper  amount  of  publicity 
on  the  part  of  industrial  corporations  as  well  as  railroad  corporations  might  be 
advantageous.  He  does  not  think  that  at  present  the  Federal  Irovemment  should 
undertake  to  r^ulate  the  accounts  of  any  but  transportation  companies. 

Mr.  Greene  explains  the  difference  between  an  audit  and  an  examination  of  a  cor- 
poration. Ad  audit  has  to  do  with  the  books  of  the  corporation  as  they  stand.  An 
examination  goes  into  the  affairs  of  the  corporation  to  hnd  out  whether  the  figures 
on  the  books  represent  commercial  facta.  "The  most  dai^^rous  set  of  books  I  ever 
saw  in  my  life  were  absolutely  correct,  but  they  did  not  represent  tiie  facts."  Thus 
in  the  case  of  a  railroad  company  it  is  not  customary  to  keep  mdntenanceand  depre- 
ciation accounts.  If  the  railroad  company  wishes  to  make  its  earnings  appear  large 
it  can  stop  repairing  cars  and  keeping  up  its  system.  The  books  would  read  all 
right,  but  only  an  examination  of  the  affaire  of  the  conipany  would  show  its  true 
condition.      (479,  4«2,  492.) 

3.  Proper  itfmg  o/publie  accounU.—Mt.  Greene  discusses  the  general  items  which 
should  be  stated  in  the  reports  of  corporations  given  to  the  public,  especially  such 
as  should  be  prepared  by  expert  aiulitors  in  accordance  with  his  suggeadons  above 
aummarized.    The  leading  items  would  lie  as  follows: 

(1)  Cost  of  property,  including  or  not  including  good  will,  as  the  custom  of  the 
company  might  be.     (For  Mr,  Greene's  discussion  of  gotxl  will  see  p.  — .) 
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(2)  TaDffibk  aasete,  either  in  one  lumpor  subdivided.    There  are  times  in  the  hifi- 
torv  of  induslriAl  companicB  when  it  would  be  a  eerioua  drawback  to  have  to  give 
■    '     eibleae-  *        '^-    >-   -  -   -    ' ,.,  l.  ..   ,    -     ,.      .  .. 


infomiBtion  bb  to  tangible  assets.  For  instance,  it  would  be  undesirable  at  times  to 
state  the  amount  uf  raw  material  in  stock  or  the  finished  product  on  hand. 

(3>  The  capitalization  of  the  com^iany,  sutxlivided  according  to  diSerent  claaees. 

(4)  Debts  of  the  company,  either  m  one  sum  or  subdivided.  It  would  not  be  dedlT' 
able  in  some  cases  to  show  the  different  elements  of  indebtedness.  The  company 
may  borrow  large  amounts  of  money  from  banks  while  it  owes  only  small  amounts 
for  material.  It  might  create  discussion  as  to  the  credit  of  the  corporation  if  this 
bet  were  known.  At  another  time  in  the  same  ^ear  a  targe  part  of  the  company's 
indebtedness  might  be  for  goods  purchased,  and  its  indebtedness  to  the  bank  small. 
Such  matters  would  affect  the  investors  and  should  be  stated  or  not  as  circumstanced 
directed. 

(5)  Surplus  of  the  company,  profits  and  losses,  etc. 
6)  Depreciation  <  f  plant.  In  the  judgment  of  Mr.  Greene  this  should  be  as  much 
a  charee  on  the  business  as  money  paid  for  labor.  The  difficulty  is  to  determine 
what  should  Ite  a  proper  amount  to  charge  for  depreciation.  In  aome  instances  the 
amoimt  should  l>e  accumulated  as  a  reeene  fund  actually  aet  aside.  In  other  instances 
it  would  be  better  to  reinvest  the  reserve  fund  in  the  plant  directly.  It  would  be 
foolisli  for  a  company  to  set  aside  a  reserve  fund,  receivmg  2  per  cent  interest,  while 
it  is  Ixirrowing  money  at  a  higher  rate  of  interest  for  construction  purposes.  (492, 
493.) 

4.  •'iock  excliange  control  of  accouTOt. — Mr.  Gbesne,  of  the  Audit  Company  of  New 
York,  says  that  the  New  York  Stock  Exchange  requires  a  reasonably  thorough 
ezaniination  of  the  affairs  of  corporations  at  the  time  when  they  seek  to  be  listed 
on  the  exchange.  It  has  tieen  often  suggested  that  the  stock  exchange  should  also 
requireannualreportij  from  listed  corporations,  with  proper  auditingof  their  accounts. 
The  objection  is  that  the  stock  exchange  is  not  intended  to  pass  on  the  solvency  of 
corporations  or  to  determine  the  value  of  their  stocks.     (479,  4S3.) 


rights  of  minority  stockholders  ere  likely  to  be  abused.  The  courts  are  more  and 
more  disposed  to  protect  them,  in  (general  the  interests  of  the  majoritv  stockhold- 
ers do  not  differ  from  thot«  of  the  minority.  The  directors  are  supposed  to  be  really 
representative.    That  theory  is  not  always  carried  out,  however. 

Mr.  Greene  thinks  that  there  is  great  ad  van  (ace  inthe  American  principle  of  giving 
the  directors  of  corporations,  especially  the  president  and  2  or  3  leading  officers,  the 
main  governing  power.  Itwoald  be  unwise  to  havedividends  declared  and  business 
transacted  by  actual  meetings  of  the  stockholders,  as  is  common  in  Great  Britain. 
lu  this  country  business  men  are  so  much  occupied  that  they  can  not  give  time  as 
directoTB  to  manage  the  details  of  buunese,  so  that  much  must  be  left  to  the  few  offi- 
cers. In  foreign  countries  there  are  more  men  who  are  at  liberty  to  attend  numer- 
ous meeting  of  directors.  Ajnerican  businexs  men  are  willing  to  take  individual 
reeponEdbility,  even  to  take  action  w'thouttbeapprovalofdirectorsin  the  expectation 
ol  future  approval,  while  English  and  German  business  men  hesitate  to  take  stich 
responsibility.     The  American  policy  is  more  advantageous. 

Lull  of  stoctholderi. — Mr.  Greene  thinks  tliat  it  is  the  custom  of  all  large  corpora- 
tions just  before  the  annual  election  to  send  out  blank  proxies  all  over  the  country. 
Only  in  this  way  could  elections  be  carried  on.  The  witness  does  not  think  that  in 
general  there  is  any  injustice  to  minority  stockholders  or  any  difficulty  on  the  part 
of  stockholders  iri  ascertaining  who  are  the  other  stockholders.  It  is  not  often  possi- 
ble for  a  few  persons  managing  a  corporation  to  continue  in  control  without  holding 
orhavinff  the  support  of  a  majority  of  the  stock.  The  stockholder  can  generally 
get  all  the  information  he  newis  it  he  takes  the  ripht  way  about  it,  although  the 
witness  declines  to  express  an  opinion  as  to  whether  the  law  is  always  sufficient,  since 
heisnot  alawyer  himself.  The  objection  which  the  corporations  have  to  granting 
Qodiie  acces  to  their  lxM>ks  arises  from  the  fact  that  competitors  and  others  some- 
times buy  a  small  number  of  shares  of  stock  for  the  sake  oi  getting  information,  and 
take  advantage  of  it  in  one  way  or  another.  There  are  many  people  who  make  s 
uORness  of  trying  to  obstruct  something  in  order  that  they  may  be  bought  off.  At 
the  same  time,  if  there  were  some  safeguanls  in  this  direction,  and  eMpeciallv  to  pre- 
vent outsiders  getting  information  as  to  financial  matters,  there  would  lie  little  objec- 
tion on  the  part  of  corporations  to  a  requirement  of  greater  publicity  of  their  stock 
Dookg,  or  to  a  requirement  that  the  names  and  addresses  of  all  shareholders  should 
be  famished  to  aA  shareholders  before  each  annual  election. 
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Mr.  Greene  does  not  think  that  the  New  Jersey  l&wa  regarding  stoclc  books  are 
violated  or  that  it  is  impoeeible  for  a  stockholder  to  get  the  namea  of  other  slock- 
holdere.  There  may  be  casee  where  the  books  of  corporations  organised  in  New  Jer- 
sey are  not  kept  there,  but  in  New  York  orelsewhere.  As  a  general  thing,  however, 
the  corporations,  particularly  the  larger  ones,  are  law-abiding  and  have  all  the  books 
at  their  New  Jerxey  offices  which  the  law  requires.     (477, 478. ) 

Mr.  WooDLOCK,  of  the  Wall  Street  Journal,  thinks  especially  that  every  stockholder 
ought  to  have  the  right  to  inspect  the  list  of  all  the  stockholders.  In  New  York  and 
New  Jersey  this  right  is  given  by  law,  but  it  is  difficult  to  enforce  it,  while  in  some 
States  there  is  no  such  provision  in  law.  As  a  rule  no  one  cares  to  see  the  lists  of 
stockholdeTB  unleaa  there  is  a  struggle  between  different  parties  among  them.  In 
that  case  the  dominant  party  naturally  does  not  wish  the  others  to  see  the  list  of 
stockholders.  Under  present  conditions  a  group  of  persons  may  continue  to  control 
a  corporation,  though  without  owning  a  majority  of  the  shares,  which  would  be  much 
lees  possible  if  the  other  stockholders  knew  who  the  shareholders  were. 

Mr,  Woodlock  does  not  think  that  the  giving  of  such  information  r^arding  stock- 
holders would  result  in  any  injury  to  a  corporation.  He  does  not  believe  that 
stockholders  ought  to  have  the  right  to  see  all  of  the  accounts  of  corporations.  Under 
such  a  rule  competitors  might  buy  a  small  number  of  shares  and  obtiun  knowledge  of 
the  busineee  of  4  corporation.  In  some  instances  it  may  be  justifiable  for  a  corpora- 
tion in  its  annual  reports  to  withhold  such  information,  for  example,  as  the  actual 
EroSt  on  manufacturing.  A  statement  might  show  net  profits  only.  In  such  a  case. 
owever,  there  ought  to  be  a  proper  auditing  of  the  booBa  by  experts  to  see  that  teal 
profits  have  been  earned.     (466, 467. ) 

E.  Corporation  latvs.^l.  LiberaUti/  deeiTabU.—^MT.  Grbknb  thinks  that  if 
additional  restrictions  are  placed  upon  corporations  the  corporation  laws  should  also 
be  modified  so  as  to  give  them  additional  privil^ee,  at  least  in  some  of  the  States. 
The  witness  understands  that  in  New  Yorkand  Permsylvania  o[ie  corporation  is  pro- 
hibited from  holding  the  stock  of  another,  which  is  permitted  in  New  Jersey.  Greater 
lilierality  is  deeirable  in  this  and  other  regards.     (477, 478). 

2.  Federal  incorporaHon  Uiws.—yir.  Grbghb,  of  the  Audit  Company  of  Sew  York, 
doubts  the  advisability  of  a  Federal  law  for  the  incorporation  of  industrial  companies. 
He  thinks  the  first  thing  to  do  is  to  straighten  out  the  State  laws.  Uniformity  would 
certainly  be  desirable.  It  is  a  constitutional  question  whether  it  would  be  within 
the  power  of  the  Federal  Government  to  charter  companies  doing  businese  inside  of 
individual  States,  and  whether  this  would  be  consistent  with  proper  home  rule.  Mr. 
Greene  admits,  however,  that  corporations  organized  in  individual  States,  like  New 
York,  do  business  through  difierent  States.  He  adds  that  some  persons  advocate 
incorporation  under  Federal  laws  in  order  to  escape  State  laws  which  are  unreason- 
ably severe.     (482.) 

F.  Trusts  and  combinations. — 1.  Generally. — Prof essor  Paksoks  states  that 
the  results  of  the  private  ownership  and  management  of  the  railways  has  been  that 
they  go  into  partnership  with  some  of  the  great  induEtrial  enterprises  of  the  coun- 
try, and  thus  create  what  is  commonly  known  as  the  trust.  He  instances  the  case 
of  the  beef  combine  and  the  Standard  Oil  trust  as  created  by  railroad  favoritism. 
He  does  not  believe,  however,  that  public  ownership  of  the  railroads  of  the  country 
would  alKilish  the  trusts.  As  a  general  principle  he  is  not  opposed  to  consolidation 
of  capital  so  long  as  it  is  in  the  public  interest.  He  does  not  believe  in  destroying 
the  tnista,  because  they  represent  a  movement  in  the  line  of  progress;  each  trust 
being  a  brotherhood  or  cooperation  on  the  innde,  in  that  it  dispenses  with  much 
antagonism  and  lessens  expenses  of  management  and  operation.  The  proper  solu- 
tion of  the  trust  problem  would  be  to  extend  the  limits  of  it  "in  some  way  so  that 
it  shall  cooperate  not  only  internally  but  externally — on  the  lines  of  cooperative 
industry— so  that  great  capita!  will  voluntarily,  of  its  own  motion,  tend  to  organize 
along  cooperative  lines  instead  of  antipublic  lines."     (157-158. ) 

Mr.  Scnipp,  of  Kuhn,  Iy>eb  &  Co.,  bankers,  t«»tifiee  that  personally  he  has  had 
no  experience  in  industrial  finances.  Community  of  interest,  no  we  ver,  exists  among 
bankers  as  well  as  among  railroads,  and  they  combine  their  capital  when  they  have 
targe  financial  transactions,  so  as  to  handle  a  great  concern  under  one  management. 
He  says  his  firm  may  have  been  invited  to  ^participate  in  the  financing  of  the  United 
States  Steel  Corporation  and  other  industrial  comorations,  and  may  nave  accepted 
the  invitation  to  a  moderate  amount,  but  that  it  had  nothing  to  do  with  the  det^ls 
of  the  manaKCmenL  The  combination  of  large  resources  constitutes  what  is  com- 
monly termed  to-day  a  syndicate.     (775.) 

2.  Cbneen/rriJion  of  weallh — ^kI  on  oppOThmitie*/oT  advancanejit. — Mr.  ANnERSON, 
secretary  of  the  chunber  of  commerce  of  Pittsburg,  does  not  think  the  modem  con- 
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have  all  been  taken  from  the  nuiks  of  the  workmen.     So  was  Mr.  Cam^e  himneU. 
(849.) 

3.  Uniud  Statei  Steel  Corporalwm. — Mr.  Woodlock,  railroad  editor  of  the  Wall 
Street  Journal,  believee  that  the  formation  of  the  United  States  Steel  CorporaUoii 
was  chiefly  occaainned  by  Mr.  Camegie'e  careful  plan  to  compel  some  one  to  buy 


itatflhi^hprice.     (464.) 

4.  Fruit  Irud  m  Neui  OrUani.^-JSt.  Brtant  states  that  there  is  a  company  caUed 
the  United  Fniit  Company  of  New  OrieanB,  which  last  year  bought  out  all  the  other 
companies  there,  some  13  in  number,  and  j^ut  them  under  one  man^ment. 
This  trust  controls  alt  the  fruit  trade  on  the  forei^  plantations,  and  not  on^'  raises 
the  fruit,  but  owns  the  vessels  in  which  it  ie  transported  and  shipped  directly  to  N6w 
Orleans  and  to  other  points  in  the  United  States.  It  does  not  own  the  cars,  but 
deala  directly  with  the  railroads.  Fruit  is  handled  very  rapidlyand  economicaUy  at 
New  Orleans.  This  combination  claimB  that  it  has  not  raised  the  prices  of  fruit  to 
the  consumer,  but  makes  proGt  from  the  le«ened  expenses  of  management,  and  the 
witness  believes  that  the  prices  have  not  been  increased.     (397-398.  ] 

G.  Export  prices. — Mr.  Gbbeks,  of  the  Audit  Company  of  New  York,  believee 
that  the  practice  of  makinR  low  export  prices  Is  justifiable  in  order  to  relieve  the 
country  of  its  surplus  products.  His  argument  is  the  same  as  that  in  favor  of 
low  export  rates  on  railroads.  (See  page  — .)  Mr.  Greene  adds  that  the  practice  of 
making  prices  lower  abroad  than  at  home  is  common  among  the  manufacturers  of 
all  the  leading  industrial  countries.  We  find  a  similar  practice  also  within  our  own 
country.  The  manutacturerB  in  a  given  section,  having  a  local  market,  frequently 
sell  goode  in  more  distant  eections  at  lower  prices  in  order  to  get  rid  of  a  surplus, 
'niusa  manufacturer  in  New  England,  finding  that  he  ie  getting  overstocked,  is  likely 
to  continue  production,  maintaining  prices  in  New  England  and  selling  the  surplus 
in  Kanms  City  or  some  other  distant  market  at  prices  which,  while  they  may  render 
the  Kansas  City  producer  a  profit,  yield  practically  no  profit  to  the  New  England 
manufacturer. 

Because  of  tl 

which  results  fi__  ^ _.....         ,  .      .    ._ 

that  ultimately  domestic  prices  as  welt  wOl  be  reduced  by  this  policy.     (484,  487, 
494.) 

Mr.  Howes,  of  the  Boston  Chamber  of  Commerce,  testifies  that  no  doubt  a  part  of 
the  trade  with  Canada  has  been  obtained  by  the  American  manufacturers  selling 
goods  in  Canada  at  less  than  they  were  selling  the  same  goods  in  the  United  States. 
All  nations  do  this  every  day.  The  American  manufacturers  are  not  discriminating 
any  more  in  Canada  than  in  Germany,  t'rance,  or  any  other  country.  No  matter 
what  conditions  of  tariff  exist,  that  is  a  method  of  their  trade,  the  practice  of  mak- 
ing slaughter  sales  in  the  foreign  markets  is  one  that  the  manufoctorers  of  all  coun- 
tnes  employ.  Whether  the  tariff  is  on  or  off,  trade  of  this  kind  will  go  on  just  the 
same.     (716.) 

H.  Concentration  of  M'calth.— Mr.  Scnipr,  banker,  testifies  that  in  his 
opinion  there  are  more  wealthy  people  in  proportion  to  population  now  than  there 
ever  was  before,  and  that  the  present  conditJon  of  aflairs  will  contribute  to  a  larger 
distribution  of  wealth  than  has  ever  before  existed.     (777.) 


in  order  to  maintain  and  increase  our  trade  with  Canada  it  will  be  necessary  to  enter 
into  a  reciprocity  treaty  regarding  tariffs.  The  Canadians  are  the  largest  purchaser*, 
man  for  man,  that  the  United  States  has.  The  Canadians  resemble  the  people  of  the 
United  States  more  than  any  other  people,  and  they  may  be  termed  a  "corresponding 
people."  It  is  a  mistake  to  think  that  trade  relations  can  be  established  with  a 
dissimilar  people  as  readily  as  with  a  corresponding  people.  The  business  of  the 
United  Statee  must  be  earned  on  to  a  large  extent  with  those  countries  that  are  pro- 
duciri^  much  the  same  goods  that  the  United  States  produces,  under  different 
conditions.  This  is  proven  by  the  fact  that  internal  or  interstate  trade  between  the 
States  of  New  York,  Pennsylvania,  Ohio,  and  Massachusetts  is  probably  more  than 
equal  in  volume  to  the  entire  export  and  import  trade  of  the  United  States.  When 
the  witness  was  in  the  I^unfic  Mail  Service,  the  steamer  on  which  he  ran  carried  all 
the  imports  for  Colima,  in  Mexico,  a  dty  of  100,000  inhabitants,  and  it  only  amomiled 
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and  the  people  orewillinK  to  purchase  ol  the  United  States  nther  than  of  anybod j 
else.  Tne  people  of  the  United  States  do  not  realize  that  thb  trade  with  Qmsda 
givee  employment  to  every  deptulment  of  American  industry  from  the  time  of 
takine  the  materiaie  from  the  mines  and  the  fields  to  the  time  when  they  leave  the 
worlcM^op  in  a  finished  state,  ready  for  consompttoa.  This  trade  is  inGnitely  better 
than  mere  mining  iind  agriculture,  because  it  represents  vastly  more  employment  to 
Ameriran  labor  and  capital. 

The  trade  conditionH  with  Canada  an  eminently  aatistactory,  but  the  difficulty  ia 
that  they  are  not  likely  to  continue  so,  unless  we  are  prepared  to  do  something 
toward  meeting  tiie  wiBhea  of  Canada  in  the  way  of  giving  her  a  market  for  vihai 
she  has  to  sell.  If  we  make  a  treaty  with  Canada  which  is  satisbtctory  to  her,  and 
which  Kivee  her  a  market  here,  we  shall  have  a  clutch  on  the  Canadian  people  which 
they  will  not  care  to  break.  The  United  States  must  make  conceaaionH  in  the  duties 
on  fish,  lumber,  and  coal.  Agricultural  products  are  relatively  a  small  matter.  We 
sell  Canada  {19,000,000  worth,  while  Canada  sells  the  United  Slates  only  $2,000,000 
or  $3,000,000  worth  of  them.  A  proper  reciprocity  treaty  would  increase  the  trade 
on  both  Bides,  and  would  be  very  desirable.  The  United  States  would  have  more 
to  gain  than  Canada,  and  should  make  overtures  to  Canada  for  reciprocity.  This  is 
one  of  those  arrangements  which  should  be  made  while  the  opportunity  exists. 
(713,  715,  718.) 

2.  VniinM  Amencan  policy  UnaiTd  Canada. — Mr.  Howis  declares  that  the  United 
States  made  a  very  fatal  diplomatic  error  and  raised  a  resentment  against  them  when, 
by  the  high  duties  on  foreign  goods,  they  practically  shut  out  Canadian  products. 
We  thereby  forced  the  Canadian  prime  minister  to  adopt  a  national  policy  and  to 
endeavor  to  build  up  manufacturing  industries  in  Canada.  Canada  is  now  inde- 
pendent of  the  United  States,  so  far  as  the  market  for  her  products  is  concerned. 
The  United  States  see  in  Canada  their  beet  market.  Canada  sees  nothing  here  that 
is  seriously  necessary  to  her  welfare.  The  tendency  has  been,  and  is,  to  arive  Can- 
ada away  from  us,  and  it  may  be  that  by  the  "  federated  Empire  of  England  and  her 
colonial  dependencies "  the  tariff  on  goods  entering  Canada  from  all  British  terri- 
tory will  be  swept  away  entirely,  and  the  United  Stales  will  have  practically  no 
market  at  all  in  Canada,  The  United  States  can  not  afford  to  lose  this  market. 
(716-717.) 

3.  EUtnt  of  Canadian  trade.— Mr.  Howra  aays  that  last  year  (1900)  the  Canadians 
purehnsed  ot  the  United  States  $17.50  per  capita,  which  was  much  more  than  the 
people  ot  any  other  country  bought.  The  United  Kingdom  came  next,  with  per 
capita  purchases  of  (13.25.  With  Germany,  the  per  capita  trade  was  about  $5; 
with  Aiventina,  $3;  Mexico,  $2.66;  France,  |2.15;  Italy,  $1,10;  Japan,  70  cents; 
Braiil,  60  cents.  The  6,000,000  people  in  Canada  purchased  more  of  the  United 
States  last  year  than  the  60,000,000  people  who  live  on  the  American  continent  south 
of  the  Rio  Grande.  Moreover,  the  Canadians  purchased  the  goods  that  the  United 
States  most  desired  to  sell.  An  itemised  statement,  showing  the  relative  balance  of 
trade  of  the  United  States  with  Canada,  shows  a  very  large  balance  in  favor  of  the 
United  States  onalarge  list  of  manufactured  miningandagncultural  products.  Taking 
the  Canadian  clarification  of  the  trade  for  the  year  1896,  the  net  result  is  as  follows: 
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For  the  year  1900  the  trade  was  as  lollows. 
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In  other  words,  the  aalee  to  Canada  by  the  United  BtateB  of  manufactured  wat«B 
for  the  year  1900  were  more  than  f  10  per  capita  of  her  people,  and  were  aa  much  of 
themanuJEactureaas  the  United  States  sold  to  the  eatirc  world  in  1870,  and  about  one- 
aizth  as  much  as  they  sold  to  the  entire  world  in  1900.     (713-716. ) 

4.  Cord  trade  vilh  Caiiada.— Mr.  How™  wye  that  the  trade  in  bituminouB  coal 
between  Canada  and  the  United  Slalee  ie  about  an  even  exduufce.  It  is  largely  a 
qneatioD  of  ^eosraj^hical  location.  The  Canadians  have  not  developed  coal  mines  to 
any  extent  in  me  interior  regions,  but  have  excellent  coal  minee  m  Nova  Scotia  in 
the  extreme  eaat  and  British  Columbia  in  the  extreme  west.  The  United  Statee  have 
no  bituminous  coat  mines  at  either  extreme,  but  have  them  ver^  largely  in  the  center 
of  the  Fountrv.  The  United  States  supplies  Canada  with  bitummouH  coal  from  a  point 
about  150  miles  west  of  Montreal,  nearly  to  the  Rocky  Mountaine.  On  the  Pacific 
coa^  of  the  United  States  the  coat  supply  come«  from  Canada  or  New  South  Walca. 
In  New  England  the  bituminous  coat  now,  under  the  protective  duty,  comes  chiefly 
from  western  Maryland  and  West  Viinnia.  Thecoet  of  mining  the  coal  in  those  two 
States  is  subetantiBlly  the  sme  as  in  Nova  Scotia,  but  the  railrMtd  haul  from  thereto 
tide  water  iaabout  $1,26  a  ton,  and  this  advances  the  price  of  the  coal  just  that  much. 
The  mines  in  Nova  Scotia  are  practically  on  the  seaboard.  The  natural  source  of 
supply  of  New  England  is  Nova  Scotia,  and  inasmuch  as  the  United  States  suppliee 
the  deficiencies  in  central  Canada,  and  Canada  supplies  the  deficiencies  in  the  eastern 
and  western  extremes  of  (he  United  States,  reciprocal  relations  should  be  established 
for  ttie  benefit  of  Iwth  countries.  When  the  United  States  places  a  duty  on  bitumi- 
nous coal  Canada  doe«  the  same,  and  when  the  United  States  takes  this  duty  off 
Canada  likewise  removes  it.  The  coal  interests  of  Maryland  and  West  Virpinia  are 
exceedingly  strong,  however,  and  they  naturally  object  to  the  removal  of  the  duty, 
which  would  have  the  effect  of  threatening  their  New  England  market,     (714-717.) 

5.  Thtbanber  inUrft. — Mr.  Howes  says  that  the  lumlier  interest  in  the  United 
States  is  one  of  the  strongest  in  opposition  to  reciprocal  trade  relatioDs  with  Canada. 
The  market  for  lumber  is  largely  m  the  New  England  and  MiddleStates.  It  is  a  Ions 
haul  from  Minnesota  and  Wisconsin  and  is  a  short  haul  from  Canada.  The  hard 
pine  lumber  from  the  Southern  Stales  also  requires  a  long  haul.  The  New  England 
interests  naturally  turn  toward  Canada  as  the  place  to  buy  lumber.  She  thinks  she 
should  have  the  right  to  go  to  Canada  for  her  lumtier  supply.  II  Canada  is  ever  to 
be  made  a  part  of  tlie  United  States,  it  must  be  by  drawing  the  Canadians  to  the 
United  States  through  trade  relations.  The  witness  does  not  believe  there  would  be 
any  difficulty  in  making  a  tresty  on  the  ground  of  equivalent  concessions  without 
reftard  to  the  special  ptwiurt!?  if  it  were  not  for  the  lumber  interests.     (717-718.) 

fl.  Differmtial  lariff  qf  Camidii  u-itk  Great  Britain.— Ur.  Howss  says  that  about  4 
years  ago  Canada  proposed,  by  act  of  Parliament,  to  grant  to  any  ottier  country  that 
would  ^ve  to  Canadian  products  what  Canada  considered  etjuivalent  tariff  conditions, 
a  concession  of  12)  percentin  the  duty  then  existing,  to  be  increased  the  next  year  to 
25  per  cent.  At  that  time  there  was  no  country  prepared  to  take  advantage  of  this 
offer,  except  Great  Britain,  for  the  reason  that  Great  Britain  charges  practically  no 
duty  on  any  Canadian  product,  except  whisky.  In  consequence  of  treaties  with 
England,  Belgium  and  Germany  received  this  l>enefitfor  a  short  time,  but  at  present 
England  is  the  only  country  which  enjoys  it.  The  differential  has  l>een  incr^ised  to 
33i  percent,  so  that  American  goods  enterir     "        '  ""  .  >  -  ,        ■  -■ 

than  is  paid  by  corresponding  English  goods, 

which  amounta  to  atjout  $10  on  a  shipment  of  tlOO  worth  of  goods,  American  n 
fectures  have  entered  Canada  and  in  very  many  departments  of  trade  have  driven 
out  the  English  manufactures.  England,  however,  still  has  the  bulk  of  the  trade  in 
cotton  manufactures.  It  is  so  much  easier  for  the  Canadians  to  get  to  the  American 
markets  than  to  the  English  market.  Orders  can  be  transmitted  in  24  hours,  and 
executed  in  48  or  56  hours,  and  if  there  is  any  question  about  the  goods,  (he  differ- 
ences can  be  easily  settled.  Moreover,  the  goods  manufactured  in  the  United  States 
are  more  to  the  Canadian  taste  than  the  English  goods.  The  Canadians  are  more 
nearly  like  the  people  of  the  United  States  than  they  are  like  the  English,  and  they 
favor  the  American  styles  more  generally  than  they  do  the  English. 

This  differential  tariff  was  very  likely  initiated  for  the  purpose  of  forcing  a  reci- 
procity treaty  with  the  United  States,  but  it  has  now  obtained  such  headway  that  it 
IS  working  out  its  results  on  ils  own  ground.  Under  this  differential  tariff  policy, 
Canada  has  a  tremendous  market  in  England.  Their  sales  there  last  year  amounted 
to  $107,000,000  in  value,  and  will  increase  greatly  in  the  future.     (716-718.) 

7.  Figheries. — Mr.  Howes  testifies  that  the  Gloucester  fisheries  have  been  held  up 
as  the  "nursery  of  the  Navv."  The  fact  is,  however,  they  have  ceased  to  be  an 
American  industry,  American  capital  is  invested  in  these  fisheries  and  certun 
American  offlcete  are  employed  on  the  fishing  vessels.    The  larger  part  of  those 
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engaged  in  the  flehing  industry  are  froni  Nova  Scotia,  New  Bninswick,  and  Portu- 
gal, and  are  not  American  citizens.  None  of  them,  with  the  poBgible  exceptjon  of 
some  of  the  Portuguese,  will  ever  become  American  citizens.  Out  of  50  or  60  men 
who  lost  their  lives  in  the  fishing  induatry  last  year,  not  more  than  3,  poeeibly  onlv 
2,  were  American,  and  they  were  captains  of  American  vesBels.  During  the  Spanish 
war  the  United  States  Government  sent  down  2  battle  ships  or  cruisers  to  Gloucester 
to  get  as  many  enlistments  as  possible.  They  stayed  there  nearly  all  tbe  time  of  the 
war  and  enlisted  a  little  over  300  men,  or  about  one-half  as  many  as  would  be  neces- 
sary to  arm  one  battle  ship.  Boston  is  not  the  "nuisery  of  the  Navy"  and  never 
claimed  to  be,  and  yet  she  enlisted  some  1,700  men  during  the  same  time.  The 
American  does  not  like  the  fishing  bnsineee.     (nT.) 

B.  Oraln  elevalorH  and  InRpectlon— Speculation. — 1.  Mimtaoia  law  at 
to  elevators  and  grain  iTiipedion. — Mr.  Tbibbero,  secretary  of  the  State  railroad  and 
warehouse  commission  of  Minnesota,  eaya  that  the  legislature  of  I8S6  passed  an 
levator  law  applying  to  the  terminal  pomts  St.  Paul,  Minneapolis,  and  Dulnth.  It 
was  based  largely  upon  the  Illinois  law,  but  contained  an  improvement  in  that  it  put 
the  weighing  of  grain  as  well  aa  the  inspection  of  it  understate  control.  It  was  soon 
found  that  it  was  more  proStable  to  do  business  as  a  private  elevator  than  as  a  public 
elevator,  especially  at  Minneapolis.  A  public  elevator  must  take  out  a  license  from 
the  commission  and  fumisb  a  bond.  They  evade  the  law  by  not  mixing,  as  they 
claim,  the  grain  of  different  owners.  In  a  public  house  the  grain  of  different  owners, 
of  the  same  grade,  may  be  mixed;  in  the  private  elevators  at  these  terminal  points 
it  can  not  be.  So  the  elevator  owners  themselves  buy  the  grain,  or  grain  dealers 
have  their  own  bins  in  certain  elevators.  There  are  about  30  elevators  in  Minne- 
apolis and  only  6  are  licensed  public  elevators.  At  Duluth,  and  also,  by  an  arrange- 
ment with  the  authorities  of  Wisconsin,  at  Superior,  all  the  large  elevators  are  public 
licensed  elevators,  doing  business  under  the  laws  of  Minnesota. 

The  State  railroad  and  warehouse  commission  appoints  a  chief  grain  inspector  who 
has  charge  of  all  inspection.  He  appoints  a  chief  deputy  at  each  terminal  point,  and 
as  many  deputy  inspectors  as  necessity  requires.  The  chief  inspector's  salary  is 
$3,0tX)  a  year;  the  salary  of  the  deputy  inspectors  is  (115  a  month,  and  they  are 
employed  the  year  round.  From  1889  to  1889  the  place  of  chief  grain  inspector  was 
held  by  one  man,  who  managed  the  department  admirably  on  a  civil-service  exami- 
nation basis.  During  that  period  grain  shipped  from  Duluth  by  vessel  to  Buffalo  or 
New  York  was  sold  on  the  Duluth  certificate  without  being  seeii  by  the  buyer  at  all. 
In  1896,  as  the  result  of  a  political  revolution,  a  new  chief  inspector  was  appointed, 
and  he  made  an  almost  complete  change  of  subordinates.  For  the  time  being,  at 
least,  the  confidence  of  grain  dealers  in  other  States  in  the  accuracy  of  the  Duluth 
inspection  was  diminished. 

When  an  inspector  grades  wheat  his  sample  is  generally  kept  for  the  ofSce.  The 
commission  man's  representative  also  looks  at  the  car  and  takes  a  sample.  If,  in  hia 
judgment,  the  grain  lia^  not  been  graded  high  enough,  he  makes  an  appeal  to  the 
chief  deputv  inspector.  The  chief  deputy  passes  on  the  samples  taken  by  both  par- 
ties and  either  sustains  or  changes  the  grade.  If  either  party  is  dissatisfied,  there  is 
a  further  appeal  to  a  board  of  appeals,  consisting  of  three  practical  grain  men  at 
MinneapoUs  and  three  others  at  Duluth.    From  their  decision  there  is  no  appeal. 

There  is  a  fee  of  25  cents  a  carload  for  inspection  and  another  26  cents  a  carload 
for  weighing.  For  inspecting  and  weighing  out  to  vessels,  50  cents  a  thousand 
bushels  is  cDarged.  These  f^  give  revenue  enough  to  pay  the  employees  of  the 
department.     (367,  369.) 

2.  Mhing  o/grain. — Mr.  Tbisbbro  says  that  at  Duluth  all  the  large  elevators  are 
public  licensed  elevators,  in  which  the  mixing  of  grain  of  different  grades  is  prohib- 
ited. All  the  grain  of  a  given  grad& — good,  poor,  and  medium— goes  in  ti^ether, 
and  the  result  is  a  fair  average  of  the  grade.  In  Minneapolis,  on  the  other  hand,  the 
elevators  are  moetiv  private  elevators,  and  the  owner  can  buy  a  car  of  good  No.  2 
and  a  car  of  good  ^o.  1,  or  possibly  two  cars  of  good  No.  1  to  one  car  of  fair  No.  2, 
and  mix  them  together  and  iKissibly  make  the  mixture  No,  1.  There  is  often  trou- 
ble when  grain  goes  from  Minneapolis,  out  of  these  mixing  bouses,  to  Duluth.  A 
carload  of  grain,  which  in  Minneapolis  has  been  graded  out  as  No.  1,  is  often  called 
No.  2  at  Duluth.  The  Minneapolis  grades  are  likely  to  be  the  very  least  that  can  be 
brought  within  the  clanilication,  because  of  this  mixing  process.  A  great  deal  of 
the  mixing,  however,  is  done  for  millers  for  local  consumption.  The  millers,  in 
order  to  get  the  best  results,  want  a  certain  mixture,  which  is,  perhaps,  a  secret  with 
them.  They  instruct  their  men  what  to  mix  and  how  to  mix  it.  At  Minneapolis, 
in  consequence  of  the  use  of  private  elevators  and  the  mixing  system,  grain  is  very 
lately  sold  by  sample.  Mr.  Teisberg  believes  that  this  is  rather  advantageous  to 
the  producer.  The  fanner  who  has  an  off-iirade  grain  that  could  not  come  into  a 
pabUc  elevator  baa  a  chance  to  dispose  of  it.    A  farmer  who  raises  gilt-edge  gnlD 
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getB  B  premiam  above  the  r^nlar  grade  price.  At  Dnluth  he  would  get  the  Krade 
price  ODd  no  more.  The  mixing  Byetem  and  the  SEunple  system  are  not  really  advan- 
tf^reouB  to  an  elevator  man.  Buluth  ijnides  are  held  in  the  world's  markets  mach 
higher  than  Minneapolis  giades.  Indeed,  Mr.  Teiebenc  thinks  that  Eastern  buyers, 
as  a  rule,  will  not  take  Minneapolis  grades,  because  they  are  mixed  to  the  lowest  poe- 
alblepoint.     (367,  369.) 

3.  £Zet<ator  combination  in  Minnaola.—iSr.  Tbisbxro,  secretary  of  the  State  Bailroad 
and  Warehouse  Commission  of  Minnesota,  has  no  knoi^edge  of  an  elevator  com- 
bine nor  of  any  consultation  to  fix  the  price  of  grain.  At  the  close  of  the  business 
dav  the  quotations  of  the  last  sales  are  noted,  and  the  line  elevators  send  that 
information  to  their  a^nts.  If  an  independent  elevator  wants  that  quotation  he 
miiet  make  airangementa  with  a  commiegion  man  to  send  it  to  him  by  wire  or  mail. 
The  price  paid  to  the  farmer  each  day  ia  doubtless  based  on  the  market  price  of  the 
preceding  day.     {370,  371.) 

4.  Helton  of  eUvatori  and  railroad*. — Mr.  Tsisbebo,  secretary  of  the  State  Railroad 
and  Warehouse  Commission  of  Minnesota,  has  no  knowledge  of  any  combination 
between  r^lroads  and  elevator  companies,  but  he  sometimes  suspecls  a  community 
of  interest  between  them.  He  doee  not  know,  however,  of  any  rebates  being  given 
by  railroads  to  elevatjir  companies.  He  has  heard  rumors  of  such  things,  but  tie  has 
never  been  able  to  verify  them  during  his  15  years  of  official  experience.  (371, 
372.) 

5.  iTidependent  devaion  in  (he  Northuttt. — Mr.  Teisbero  says  that  before  the  estab- 
lishment ot  the  Bailroad  and  Warehouse  Commission,  in  1885  or  1887,  the  country 
elevator  business  whs  done  almost  exclusively  by  what  are  called  line  elevators — 
that  is,  companies  having  offices  at  Minneapolis  or  Dulnth  bad  a  line  of  elevators  on 
one  or  two  fsilroads.  The  farmer  could  not  get  a  car  to  ship  his  own  grain.  The 
railwav  companies  put  every  obstacle  in  the  way.  of  such  a  movement  and  in  the 
way  of  independent  Duyers.  But  Minnesota  has  passed  laws  which  f^ve  any  person 
who  wants  to  put  up  an  elevator  a  right  to  obtain  a  place  for  it  on  the  railroad  right 
of  way,  if  there  is  room  for  it,  under  the  power  of  eminent  domain,  in  just  the  same 
way  that  the  rwlroad  can  obtain  its  right  of  way.  A  law  passed  in  1885  gave  every 
applicant  a  right  to  a  site  on  payment  of  an  annual  rents!  of  (1,  but  that  was  thrown 
out  by  the  State  supreme  court  on  the  eround  that  it  did  not  provide  for  due  com- 
pensation. The  present  law  was  passed  in  18S3.  The  legislature  of  1893  also  passed 
a  law  requiring  railroads  to  build  side  tracks  or  spur  tracks  to  elevators  of  a  certain 
capacity,  and  to  mills  on  sites  adjacent  to  the  right  of  way  if  the  lailrood  company 


renised  the  applicant  room  for  an  elevator  at  its  wav  station.  The  applicant 
must  pay  the  cost  of  grading  and  constructing  the  road,  and  if  the  terms  can  not  be 
agreed  on  an  appeal  may  be  made  to  the  commission. 

The  law  of  the  Btate  also  prohibits  the  pooling  of  the  business  of  country  elevators. 
Of  course,  as  a  matter  of  fact,  they  generally  pay  the  same  prices,  and  the  amount  of 
business  done  by  each  depends  lar^ly  upon  the  character  of  the  man  in  charge,  his 
standing  in  the  community,  and  his  reputation  for  honesty  and  fair  dealing. 

The  producer  has  also  a.  right  to  demand  a  car  on  the  side  track  of  the  railroad  and 
to  have  24  hours  in  which  to  load  it  without  demurrage.  That  makes  the  producer 
independent  ot  the  local  elevator  combine,  if  there  is  such  a  thing.  He  can  ship  his 
own  grain  and  save  handling  charges,  which  are  usually  about  2  centa  a  bushel  at  a 
local  elevator. 

>aeert8,how 
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e  independent  elevator  oi  that  character  at  almost  every 
".  Teisberg  believes  that  the  railroads  are  not  disposed  to 
embarrass  producers  and  independent  shippers  by  denying  them  cars  or  otherwise. 
It  is  true  that  it  is  sometimes  impossible  to  obtain  curs,  but  that  is  not  throueh  the 
de«re  of  the  lailroods.  The  grain  is  marketed  within  about  3  months,  ana  when 
the  crop  is  laige  the  capacity  of  tlie  railroads  and  of  the  terminal  elevators  is  over- 
taxed. Mr.  Teisberg  believes  that  if  a  producer  himself  desires  to  ship  hia  grain  the 
nulroad  company  would  stretch  a.  point  and  give  him  a  car  in  preference  to  the 
elevator  man.  He  beUeves  that  the  farmers'  elevators  receive  the  same  treatment 
from  railroad  conipanies  as  line  elevators.     (367,  370-372.) 

6.  SpeculaHon,  effai  onfarraert. — Mr.  Tkisbbbo,  secretary  of  the  State  Bailroad  and 
'Warehonse  Commiasion  of  Minnesota,  has  no  opinion  to  express  on  the  effect  of 
speculation  on  the  oricea  paid  to  farmers.  At  the  time  of  the  Leiter  wheat  deal  he 
knew  of  one  man  woo  had  three  years'  crops  in  his  granary  and  sold  the  whole  for 
fl.45  a  bushel  at  the  local  station.  It  ought  not  to  nave  been  worth  over  86  cents. 
That  was  a  good  speculation.  Ordinarily,  Mr.  Teisbetg  is  assured  by  men  who  are 
intelligent  and  who  farm  on  a  large  scale,  it  does  no*'  pay  a  farmer  to  hold  his  grain. 
The  laige  farmers  usnaJly  sell  at  once,  even  if  they  buy  luturee.    (372.) 
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C.  Indiutrliil  and  afrlcultursl  conditions  of  the  Pacific  coaat 

(see  also  ATcarajua  Oanal,  p.  CLXXXit;  Oriealai  trade,  p.  cliixii). — 1.  Oeneraily. — Mr. 
WnEELER,  of  the  San  Francisco  Board  of  Trade,  thinks  that  the  induatri^  condition 
of  CalifomU  and  the  Pacific  coast  is  generally  ^ood.  Attention  has  been  drawn  to 
the  reeourcett  of  the  country  throi^h  the  Spanish- American  war.  The  paaesffe  of 
troops  through  San  Francisco  hits  Men  an  education  to  them  ae  to  the  poseibifitiea 
of  the  coast,  -while  the  newspaper  reports  of  the  movement  of  troops  have  also  adver- 
dsed  California.  The  effect  of  this  advertising  has  heen  shown  throi^h  the  winter 
of  1900-190]  by  a  great  increase  in  tourist  tnveling,  which  has  been  further  fadli- 
tated  by  the  prosperity  of  the  country.  People  going  about  the  State  as  tourists  go 
back  and  talk  about  the  country  and  many  of  them  afierwards  return  or  make  invest- 
ments. The  Southern  Pacific  Company  nas  also  made  an  effort  to  brin^  in  settlers 
and  has  introduced  a  special  colonist  rate  of  S26  from  the  Missouri  River  fo  any 
point  in  California,     (754.) 

2,  Manvfaduret  on  the  Pacific  cfxuri.— -Mr,  Whrruek  says  that  the  local  manufactures 
in  San  Francisco  and  other  California  cities  are  chiefly  those  of  clothing  and  woolen 
goods,  boots  and  shoes,  cif^rs,  shot,  cartridges,  lead  pipe,  sheet  lead,  mining  and 
milling  machineryi  harvesting  and  agricultural  implements,  wagons  and  carriages- 
Bar  iron  and  steel  are  also  manufactured,  as  well  as  wire  and  wire  cables  and  nails. 
At  present,  however,  the  iron  and  steel  business  is  not  in  an  altogether  healthy  con- 
dition. Formerly  a  good  many  nails  were  manufactured  on  the  coast,  but  the  plants 
were  bought  up  by  the  American  Steel  and  Wire  Company  and  the  nail  part  of  the 
works  was  closed,  because  goods  could  be  produced  more  chea[>lv  in  the  Kast. 

Hitherto,  continues  the  witness,  manufactures  on  the  Pacifac  coast  have  been 
greatly  hampered  by  the  expensivenees  of  fuel.  But  this  difficulty  is  being  avoided 
in  large  measure  by  the  development  of  electrical  power  and  of  oil  wells.  There  is 
an  inexhaustible  supply  of  oil,  and  it  is  now  being  introduced  into  the  factories  and 
furnaces.  Three  and  a  half  barrels  of  petroleum  are  said  to  be  equal  to  one  ton  of 
coal.  Ultimately  the  oil  from  southern  California  will  be  piped  to  San  Francisco  and 
the  northern  part  of  the  State.  Electrical  power  is  also  being  generated  by  the 
streams  of  the  Siena  Nevada  and  conveyed  thence  by  wire  at  a  low  cost.  This  will 
become  an  important  factor  in  running  small  factories.  There  is  also  good  coal  on 
the  Pacific  coast,  though  it  is  eipensive.  The  Southern  Pacific  Oom_pany  gets  its 
supply  of  coal  near  Tacoma  at  Carbonado,  and  it  lias  coal  veteels  runmng  r^ularly 
from  Tacoma  to  San  Francisco  and  Los  Angeles  carrying  coal  for  use  on  the  railroads. 
(762,  753.) 

3,  PniU,  vnne,  and  raitin  indvMriei  on  the  Pacific  eoatt. — Mr.  Wrkgi.bb  looks  upon 
the  canning  of  fruit  as  a  form  of  manufacture.  He  says  that  the  canning  industry  in 
California  is  a  very  lai^  one.  The  season  for  fruit  canning  is  short,  but  occurs 
fortunately  at  a  time  when  the  labor  of  boys  and  girls  can  be  ODtained  in  the  school 
vacation.  Canned  goods  for  export  are  sent  around  from  San  Francisco  in  clipper 
Huling  vessels,  while  the  Eastern  markets  are  supplied  chiefly  by  rail,  the  railroads 
makiuB  rates  which  rect^nize  the  possibility  of  water  competition. 

Mr.  Wheeler  says  also  that  the  manufacture  of  wine  is  an  important  industry  in 
California  and  that  wineries  are  quite  general  throughout  the  grape  growing  dis- 
tricts. The  industry  is  now  quite  profitable,  though  it  was  not  until  recently.  The 
witneHH  underetands  that  a  great  deal  of  wine  is  shipped  from  California  to  France 
and  thence  sent  back  to  this  country  again, 

Mr.  Wheeler  says  also  that  the  raisin  industry  has  become  a  very  important  one. 
Recently  there  has  been  estabhshed  a  form  of  cooperative  distribution  of  the  laisiu 
crop,  and  the  same  is  true  as  r^f^ards  prunes.  The  farmers,  instead  of  competing 
with  one  another  to  a  ruinous  extent,  have  establiebed  one  central  agencv  for  market- 
ing their  product  and  are  very  generally  satisfied  with  the  results.  W'hether  there 
is  an  export  trade  in  raisins,  the  witness  is  not  familiar,  but  he  says  that  the  trade  in 
Eastern  markets  is  good,  the  rtulroads  making  rates  which  recognize  the  possibility 
of  competition  by  water.     (754,  755.) 

4,  (.bop^atinn  among  California  fruit  thipperi. — Mr,  Stubbs,  of  the  Southern  Pacific 
Company,  thinks  that  the  efforts  of  the  California  fruit  growers  and  others  to  cooper- 
ate in  the  marketing  of  their  product  have  been  very  beneficial  to  them.  The  sys- 
tem has  worked  well  in  the  raisin  business.  There  has  been  less  accomplished  in 
the  case  of  other  deciduous  fruits.  It  is  difficult  to  get  several  thousand  farmers  to 
agree  together  and  to  trust  any  individual  with  their  business.  There  is  an  oi^ani- 
zation  among  orange  growers,  and  the  witness  thinks  that  even  more  effective  organ- 
ization in  handling  oranges  and  green  fruit  generally  is  desirable.  The  distribution 
of  fruit  ought  to  be  under  one  head,  so  that  no  more  will  be  sent  to  a  given  market 
than  there  is  demand  for.  When  everybody  ships  as  he  pleases,  markets  are  oft^ 
overstocked  and  prices  ruined.     (7b8.)  -,  , 
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5.  Cbndition  of  nffriculiure  in  QUifomia.—Mr.  Wrkklkr  says  that  generally  ipeak- 
ing  the  fsnnera  of  California  are  proeperous;  aa  proeperoiu  as  thoae  in  any  other 
section.  They  are  very  larffely  dependent  upon  the  ntins,  and  duriog  1901  they  have 
been  well  favored  in  that  respect     (756.) 

I>.  Iflanufbcturei  and  agriculture  In  Colorado.— Mr.  Gbifpith,  repre- 
eentit^;  the  Denver  Chamber  of  Commerce,  aavH  that  manufacturee  have  not  devel- 
oped much  in  Colorado,  partly  because  of  itie  nigb  rates  of  freight  on  raw  materials 
from  the  East,  and  partly  because  of  the  high  cost  of  labor  and  other  expeneea. 
There  are  cotton  milu  in  operation  at  Denver.  Thewitneea  believer  that  they  failed 
once,  but  whether  on  account  of  bad  maoagement  or  of  unBatiafactory  freight  rates 
he  does  not  know.     He  thinks  they  are  now  operating  BucceHSfuIly.     (857. ) 

hrigalion  in  Calomdo. — Mr.  Griffith  says  uiat  imgatioD  by  private  initiative  in 
Colorado  has  proved  very  advantageous,  and  has  resulted  in  the  production  o( 
splendid  crops.  He  believes  that  the  State  or  the  nation  ehould  take  up  the  subject, 
and  says  there  ia  a  general  fi^eling  in  favor  of  sach  action  in  Colorado.  The  wibieaa 
refers  especially  to  the  Rocky  Ford  district,  where  a  great  sugar-beet  industry  has 
b^n  developed.  It  is  claimed  that  the  beets  contain  more  saccharine  than  those 
raised  anyWnere  else.  There  are  now  3  beet-sugar  factories  running  and  another 
is  being  constructed.  It  is  said  that  if  reservoirs  were  created  in  the  mountains,  by 
blocking  up  the  gulleys,  a  very  considerable  proportion  of  the  arid  lands  of  the  State 
could  to  irrigated.  A  Ereat  deal  of  wheat,  potatoes,  hay,  and  fruit  is  being  raised 
under  irrigation.     (858. ) 

E.  Export  and  domestic  trade  In  coal.— Mr.  Flemiho,  of  the  Anthracite 
Coal  Operator's  Association  says  that  there  is  practically  no  anthracite  coal  exported 
to  Europe.  The  Canadian  market  for  anthracite  is  large.  Soft  coal  has  been  going 
abroad  to  a  considerable  extent;  during  the  year  1900  the  amount  exported  being 
nearly  100,000,000  tons.  There  was  practically  no  export  trade  before.  The  witness 
believes  that  there  is  going  to  beagreat  future  for  the  export  trade  through  southern 
Europe,  Spain  and  Italy  producing  no  coal.  They  have  hitherto  imported  chiefly 
from  England,  with  small  Quantities  from  Belgium  and  Germany.     (640,541.) 

Mr.  McLson  says  that  while  he  was  president  of  the  Beading  Railroad  he  had  a 
thoroush  investigation  made  as  to  the  poseibility  of  foreign  trade  in  anthradte  coal. 
He  believes  that  the  cost  of  mining  with  the  added  freight  will  entirely  prohibit 
such  trade  abroad.     We  have  a  considerable  trade  with  Canada.     ( 567. ) 

Mr. 'Markhak  says  that  there  is  very  little  export  of  coal  from  the  Southern  States, 
the  only  development  being  in  the  consumption  of  coal  by  the  Southern  towns. 
There  has  been  a  little  export  from  Pensacola  and  Mobile  to  the  West  Indies,  but 
none  from  New  Orleans.  A  few  years  ago  coal  could  be  shipped  into  Mexico  from 
Wales  cheaper  than  it  conld  be  from  the  Southern  States,  but  since  that  time,  with 
the  development  of  the  railway  system  of  the  ^uthem  States,  the  cost  per  unit  of 
traffic  has  been  greatly  decreased.     (433-4S4,) 

Mr.  Andbrhon,  secretary  of  the  Chamber  of 
knows  of  a  firm  that  sent  2  cargoes  of  coal  to  I  .  .  „ 

look  aft«r  it,  gave  away  many  tons  to  introduce  it,  and  yet  after  alt  the  extraordinary 
expense  netted  25  cents  a  ton  more  than  they  could  have  got  for  the  coal  in  this 
country.     (643. ) 

Ooai  trade  of  New  OrUant  and  the  Souih  (see  also  MiagUtippi  River  TTmaporl/iHim, 

§.  cLxxxiv). — Mr.  Bryant  states  that  nearly  ail  the  coal  used  at  Tfew  Orleans  comes 
own  from  Pittsburg  on  baizes.  The  freight  rate  is  76  cents  per  ton.  Coal  can  only 
be  brought  down  from  Httsbui^  when  there  is  a  rise  in  the  Upper  Ohio.  Sometimes 
during  low  water  New  Orleans  runs  out  of  coal.  Coal  consumption  has  very  largely 
increased  at  New  Orleans  on  account  of  the  war  with  the  Boers,  which  has  mcreased 
the  number  of  steamships  coming  to  New  Orleans. 

P.  CommlsaloB  and  Jobbing  basincH— Elimination  of  Jobber.— 
Mr.  Lanolev,  of  the  Merchants'  Association  of  New  York,  says  that  the  commission 
man  is  a  third  part^  that  does  not  invest  hia  capital  directly  in  the  business,  nor  does 
he  carry  an  extensive  stock  of  goods.  He  has  accounts  with  certain  ndlls  and  to  a 
certain  extent  is  their  selling  agent.  The  iobber,  on  the  other  hand,  buys  bis  goods 
outright,  assumes  whatever  loss  there  may  be  in  conducting  ordinary  busmeSB,  and  is 
imder  the  expense  of  maintaining  a  store  and  having  his  capital  tied  up.  In  the 
commission  business  it  is  possible  to  ship  from  the  mill  to  the  buyer  in  Central  or 
Western  territory  direct,  there  being  onlv  one  haul  and  one  expense  of  freight  rates. 
With  the  jobber  there  are  two  hauls.  The  witness  does  not  think  it  would  T>e  to  the 
interest  of  the  railroads  to  foster  the  jobbing  trade,  although  it  might  look  so  on  the 
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aoriace,  becMue  the  railroade  favor  lArge  ehipmonts  and  lai^  shippera.  The  niX- 
roads  ore  asmBtine  the  industrial  combinations  which  manufacture  and  ehip  direct  to 
the  coneumer,  and  are  thus  working  i^ainst  the  interest  of  the  jobbers.  The  increase 
in  the  Southern  claHeification  in  reepectof  carload  and  ieee  than  carload  lota  18  directly 
in  line  with  this  tendency,  and  the  effect  on  New  York  ae  a  distribnting  center  has 
been  to  reduce  the  number  of  jobbing  houeee  from  28  to  4. 

The  uitimate  effect  will  likely  be  to  eliminftte  the  jobber  88  a  factor  in  commercial 
affaire  and  to  lessen  the  importance  commercially  of  many  of  the  large  centeis  of 
trade.  It  means  a  cloeer  connectian  tietween  the  producer  and  the  conaumer,  and 
tends  toWrd  economy.  The  department  store,  the  introduction  of  trolley  lines,  the 
maintenance  by  the  department  stores  of  their  free-deliveiy  ayatera,  and  the  mail- 
onier  ayatem  have  had  a  zreat  effect  in  eliminating  the  jobber.  The  elimination  of 
the  joboer  from  huaineaa  haa  been  caused  somewM,t,  perhaps,  by  the  tariff  shutting 
out  foreign  importations.  The  Jobber  formerly  represented  foreign  houses  in  this 
country.  Some  of  the  large  department  atorea,  aa  ffi^gel  Cooper  &  Co.,  Wanamaker, 
and  others,  take  the  entire  product  of  millaand  dia|M»e  of  it  without  the  interpoaition 
of  either  the  jobber  or  the  commiaaion  man.     (871-872.) 

G.  AlleceddltcrfmlnallonlnGoTemmentcontracU.— Mr.  Whbblbr 
says  that  the  jobheiB  of  San  Frajicisco  consider  that  they  have  a  grievance  as  to  the 
action  of  the  Government  in  buying  supplies  for  the  army  in  the  Philippinea.  He 
tinderatands  that  practically  all  clothing  ia  purchased  and  atored  in  Philadelphia. 
Campequipment  is  stored  at  Jefferaonvilie,  Ina.  Contracts  are  advertised  for  the  deliv- 
ery of  Kooda  to  these  places  and  other  similar  Eastern  pointa.  These  goods  are  thence 
shipp^  through  San  Francisco  to  the  Philippinea,  and  the  San  Francisco  biddera  are 
barred  from  any  opportunity  for  competing  lor  the  contracts,  even  though  they  are  at 
thevery  gateway  of^the  Philippine  traffic.  The  San  Francisco  dealere  do  not  ask  for  a 
monopoly,  but  desire  that  the  Government  shall  call  for  bida  tor  the  delivery  of  gooda 
at  San  Frandaco.  This  will  give  the  jobbers  there  a  chance  to  make  bias  without 
barring  out  those  from  Chicago  and  other  Eastern  cities.  The  Government  could 
eatablish  etorehouees  at  San  Francisco  and  maint^n  atocka  of  auppliea  there.  The 
witness  thinks  it  would  be  a  proper  aubject  of  Congresuonal  inquiry  to  ascert^n  why 
one  section  of  the  United  States  is  discriminated  ogtunst  in  the  letting  of  theae  con- 
tracta.     (756.) 

H.  Panics. — Mr.  Gkkbnk,  of  the  Audit  Company  of  New  York,  points  out  that 

Knica  do  not  affect  manufacturera  and  general  bunness  as  soon  aa  they  do  specu- 
ora.  Panics  are  financial  in  the  first  case.  The  manufacturera  of  the  country 
suffered  most  in  1896  and  1867,  not  in  1893.  The  witneaa  thinka  that  industrial  com- 
binationa,  by  preventing  overproduction  and  by  building  up  export  trade,  especially 
through  the  aid  of  low  expoit  freight  rates,  will  do  much  to  check  panics  in  the 
future.     {482,  487.) 

I,  DlicrlmlHatlng  tariff  on  goods  carried  In  bond.— Prof esor  Ripley 
says  that  a  discriminating  tariff  against  all  goods  carried  in  bond  would  have  the 
reault  of  prostrating  practically  every  industiy  in  New  England.  It  would  be  one  ot 
the  greatest  disasters  for  New  England  which  could  happen  if  ita  ahippera  ahould  be 
deprived  of  the  advantage  which  they  now  have  of  ahipment  over  Canadian  linea,  as 
they  now  suffer  from  the  disadvant^^  of  being  far  from  raw  materials  and  distant 
from  the  great  centers  of  population  and  wealth.     (290.) 


itdcs.     There  has  been  no  Slate  or  local  features  which  it  has  not  tried  to  ^b.     The 
company  states  that  the  new  adminiatration  under  the  preaidency  of  Mr.  Hayes  will 
abandon  this  policy.     (754. ) 
K.  San  Francisco  Board  of  Trade.— Mr.  Whbblbb,  a  member  of  the  Son 

Pranciaco  Board  of  Trade,  says  that  this  body  is  on  association  of  wholesale  mer- 
chants who  make  use  of  it  excluaively  for  the  purpose  of  economiee  in  the  settlement 
of  bankrupt  estates.  By  joining  together  more  is  saved  in  the  administration  of  an 
estate  for  the  benefit  of  creditors  than  would  otherwise  be  the  case.     (743.) 

L.  Hlcblgan  Alkali  Company. — Mr.  Bacon,  freight  manager  of  the  Mich- 
igan Alk^  Company,  saya  that  uiia  ia  a  strictly  "family  corporation."  The  manu- 
ncture  of  its  principal  products  is  based  on  salt,  of  which  there  is  a  stratum  over  300 
feet  thick  on  its  property.  The  company  employs  about  2,000  men,  and  over  80  per 
cent  of  the  cost  of^ its  productgoea  for  labor.  Alx>ut  an  eighth  or  a  tenth  of  the  labor 
emploved  is  skilled.  The  wb^^  of  common  labor  are  $1.60  per  day  and  o(  skilled 
labor  m>m  26  cents  to  60  cents  an  hour. 
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bonate  of  soda  (bakins  aoda),  cnuatic  soda,  and  Portland  cement.  The  principal 
buvere  of  heavy  soda  ash  are  theKiaaB  factoriea  of  PennBylvania  and  Indiana,  and  of 
'igot  eoda  aah  eoap  factories.    There  are  only  3  other  eetabliBhments  engaged  in 


this  induBtry — at  Syracuee,  N.  Y.,  Saltville,  Va.,  and  Delray,  near  Detroit 

The  manufacture  of  these  products  is  protected  by  the  tariff.  Formerly  in  the 
absence  of  protection  there  was  a  very  narrow  mar;^  of  profit.  EiiKlish  ash  was 
laid  down  in  the  interior  of  this  country  at  about  what  was  considered  ttie  actual  cost 
of  toanufactnie  here.  The  competition  between  the  factories  in  this  country  is  active, 
but  not  minouB.     ( 72, 79, 80, 86. ) 

H>  American  money. — Hr.  Schift,  banker,  says  that  the  large  amount  of 
American  money  in  existence  to^y  has  been  partly  taken  out  of  the  earth  in  gold 
and  silver.  Partly  it  has  been  created  by  the  creation  of  wealth.  The  bonk  note 
represents  wealth,  and  for  this  reason  the  Government  circulation  is  not  juBtified, 
becftose  the  Government  does  not  produce  anvthine  and  should  not  be  the  maker  of 
the  vehicle  of  wealth  circulation.    That  function  belongs  to  the  banks.     ( 777. )  > 
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INDUSTRIAL  COMMISSION. 


TRAi^rSPORTATION. 


Atlanta,  Qa.,  Marchtl,  IBOO. 
TE8TXX0HT  OF  XS.  SAJCUZL  C.  DVHLAI. 

General  manager,  Corndia  attd  Telivlak  fylU  Kailroad,  GamegBiUe,  Go. 

The  aobcommueion  of  the  United  Statee  Industrial  Commimion  met  kt  the  Kim- 
b«ll  House  at  9  a.  m.,  Senator  Kvle  presiding.  Mr.  Samuel  C.  I>unlap,^nerBl  man- 
ager of  the  ComeUa  and  'Killulfln  FallH  Railroad,  Gainesville,  Go.,  was  introduced  aa 
a  witneffi  at  10.40  a.  m.,  and,  being  duly  ewom,  t«etifled  as  follows: 

Q.  [By  Senator  Kylr.  )  You  may  give  your  name,  post-office  addreaa,  and  voca- 
tion.^— A,  ^mnel  C.  Dunlap,  Gainesville,  Ga. 

Q.  (By  Repreeentative  Livingston.)  You  are  connected  with  railroad  enterpriaea 
of  the  State?— A.  For  the  present  I  have  Bome  connection,  air.  I  have  two  local 
roads  under  my  iupervimon. 

Q.  (Interruptiiu;.)  What  ia  the  condition  of  the  railroads  in  Geoi^  and  the 
Sonth  generally,  miancially? — A.  I  want  to  Htate  first  that  I  have  two  Bmall  roada 
under  my  management.  One  is  65  miles  and  the  other  is  20  miles  long.  I  am 
receiver  for  the  first  road,  running  from  Gaiueeville  to  Social  Circle—the  Gaines- 
ville, JeffersoQ  and  Southern — appointed  hy  the  superior  court,  and  though  I  am 
genenl  manager  of  the  Tallulah  Falls  Railway,  running  from  Cornelia  to  Tatlulah 
£UIb,  T  am  not  an  original  railroad  man.  I  have  been  a  lawyer  most  of  my  life,  up 
to  about  ]893,  when  I  was  appointed  United  States  marshal.  I  went  from  that  to  the 
receivershiD  of  that  road,  and  I  have  been  managing  it  eince.  Aa  br  as  I  know 
atxiut  the  nnandal  conditiona  at  the  roads,  one  of  my  roads  is  insolvent,  and  ttie 
other  has  not  got  any  money.     As  to  the  larger  syslems,  I  think  they  are  all  pros- 

Q.  (By  Senator  Ktlb.)  You  do  not  think  that  represents  the  condition  of  all 
roads  m  the  Sontht— A.  No,  sir;  I  think  the  railroads  are  making  money  now,  all  of 

Q.  (By  Representative  Livinostok.)  How  a 
country,  simply  by  the  board  of  directora,  or  ' 
A.  I  did  not  catch  that  question. 

Q.  How  are  psssei^^r  rates  and  everythin 

Well,  the  railroad  commission  make  rates,  an         _  .    .  

particular  commission.  The  railroads  have  an  a»ociation,  the  Southern  Frwght 
Association,  of  which  Mr.  Parrott  ia  the  chairman.  They  regu'ftte  this  throagh  it  to 
some  extent.     I  am  not  a  member  of  that  association. 

Q.  Yonr  roads  are  not  included? — A.  I  conform  generally  to  the  rules,  but  I  am 
not  a  member.  Being  a  court  officer  I  did  not  care  to  hamper  myself  with  any  out- 
side regulations.  I  have  a  connection  with  the  Southern  Railroad  at  Gainesville, 
with  the  Seaboard  Air  Line  at  Winder,  and  with  the  Georgia  at  Social  Circle,  which 
is  leased  now  to  the  Louisville  and  Nashville  and  the  Coast  Line.  All  those  aystema 
are  friendtv  with  me.  I  give  them  business  and  get  business  from  them.  On  the 
little  It.  lulah  road  here  I  depended  entirely  upon  Che  Southern  for  all  my  througfa 
bnsinen. 

Q.  The  reason  why  you  were  snbpcenaed  is  that  you  are  controlling  independent  lines 

that  were  supposed  to  be  entireljr  outside  of  these  associations  and  combinations. 

We  hear  complaints  of  the  roads  giving  advantages  to  terminal  points,  and  we  wUl  be 

pUased  to  have  yon  say  to  the  commissioD  what  there  is  in  tlu4jx>mpUiiit  about  long 
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and  short  hauls. — A.  Well,  I  do  not  do  much  interBtate  bueinesB,  and  my  busineas  is 
mostly  local.  While  I  am  indepeodent  in  one  sense,  I  am  dependent  in  another. 
The  little  local  roads  would  not  do  much  without  the  friendship  and  assistance  of  the 
big  lines.  They  coutd  crush  them  out,  if  the^  had  a  mind  to,  without  any  effort,  ao 
J  get  sJong  the  best  I  can  and  do  all  the  busine«s  I  can.  As  to  the  lone  and  short 
haul  bumness  here,  that  question  could  be  better  answered  by  some  of  these  long 

Q.  What  is  the  discrimination  on  your  line  between  two  points,  Social  Circle  and 
Gainesville,  suppose  you  atop  off  for  some  freight  at  Monroe  from  Social  Circle,  and 
the  rest  of  the  freight  you  haul  from  Social  Circle  to  Gainesville.  How  do  you  pro- 
ate  your  freights  in  that  wav,  on  your  line?— A.  Wo  have  local  schedules,  and  Social 
Circle  is  a  common  pointi  Winder  is  a  common  point,  and  Gainesville  is  a  common 
point  There  we  have  competition,  and  the  rate  is  a  little  lower  than  at  the  inter- 
mediate points.     At  these  common  points  I  get  all  I  can. 

Q. .  Now,  provided  that  frelRht  was  going  to  Augusta,  yoii  really  compete  with  the 
Southern  Railroad,  and  if  you  can,  you  cut  the  freight  rate  there  and  take  it  across 
to  Social  Circle?  Do  you  make  any  trade  about  or  anything  of  that  kind?^A.  No, 
sir;  I  do  not  cut  the  rates.  There  is  a  law  against  cutting  rates,  and  I  am  a  court 
officer  and  a  law-abiding  man,  and  I  don't  cut  rates.  I  try  to  get  it  by  variousother 
arguments,  but  I  do  not  cut  rates,  I  can  not  cut  the  rate  without  the  support  of  one 
of  the  main  lines. 

Q.  Well,  then,  the  independent  roads  in  tlie  State  are  pretty  much  like  yours,  if 
there  are  others;  they  are  dependent  lar^ly  for  favors  on  the  main  trunk  line? — A. 
Yes;  the  day,  it  eeeniH  to  me,  for  short  hnes  has  gone.  There  isn't  one  of  them  in 
the  State,  which  I  know  anything  about,  that  can  live  without  the  assistance  and 
friendship  and  support  of  one  or  the  other  of  the  lan^  systems. 

Q.  That  practically,  then,  phuta  out  railroad  building  except  by  trunk  lines? — A. 
Well,  when  we  first  passed  the  Georgia  commission  law  I  think  that  that  killed  the 
little  roads.  The  IQ-mile  road  was  forced  to  haul  panengers  and  freight  at  the  same 
rates  as  the  big  trunk  lines,  and  it  could  not  live. 

Q.  Did  they  make  no  discrimination  in  your  favor? — A.  Well,  the  Tallulah  Falls 
road  is  so  short  and  so  poor  that  they  do.  I  get  6  cents  a  mile  up  there  for  passen- 
gers, and  a  little  more  for  freight,  but  on  the  Gainesville,  Jefferson  and  Soulhcm 
road  I  charge  the  same  that  is  charged  by  the  Southern,  3  cents  a  mile  for  passen- 
gers, and  the  same  rates  of  freight,  and  there  isn't  enough  business.  The  population 
IS  too  sparse,  and  freight  is  too  little.  There  isn't  businees  enough,  unless  you  have 
ft  mineral  read  or  some  road  that  has  an  extraordinary  advantage. 

Q.  You  think  the  commission,  then,  worksa  hardship  on  independent  short  lines? — 
A.  I  think  it  forced  them  to  conbine  with  the  long  lines. 

Q.  In  other  words,  it  gives  the  main  trunk  lines  the  advantage,  and  consequently 
they  usually  absorb  them? — A.  All  the  advantages;  yes. 

Q.  (By  Mr.  Ratchford.  )  You  say  you  chai^  the  same  rate  of  freight  on  one  of 
your  roads  that  the  Southern  charges.  What  is  that  rate? — A.  I  have  got  no  rate 
sheets  here,  and  I  am  not  an  expert  on  rates.     Any  freight  agent  can  give  you  that, 

Q.  You  can  not  say  whether  it  is  10  mills  per  ton  per  mile,  or  15  or  20?— A.  I 
would  rather  not  undertake  to  answer  questions  about  detailed  rat«s. 

Q.  (By  Mr.  Smyth.)  You  said  just  now  that  you  thoi^ht  the  main  lines  were 
making  money  and  were  prosperous? — A.  Yes;  I  think  they  are. 

Q.  More  so  than  a  year  ago  at  this  time? — A.  Yes.  All  the  railroads  now,  that  I 
know  anything  about,  are  filled  up  with  businees,  and  there  has  been  a  great  scarcity 
of  cars  this  season. 

Q.  It  that  is  BO,  what  is  the  reason  for  the  increase  in  freight  mtes  that  went  into 
operation  on  the  10th  of  this  month  on  the  Southern  system,  Atlantic  Coast  Une, 
and  Seaboard  Air  Line?— A.  Well,  I  suppose  that  the  raflroads  thought  they  ought 
to  get  a  little  advantage  of  the  prosperity  of  the  times.  They  were  doing  more 
business. 

Q,  Making  more  money,  and  therefore  thought  they  ought  to  make  a  little  more?— 
A.  Well,  the  railroads  have  been  cutting  down,  down,  down  for  20  years,  and  have 
had  to  cut  a  great  many  things  down  to  a  point  wheri;  there  was  nothing  in  it. 

Q.  At  the  same  time  they  are  making  much  more  money  than  a  year  ago? — '  ' 
year  ago  they  were  pretty "'-  '        ™       ■  .    ,,      . 

started  up,  and  I  suppose  n' 
position 

Q.  (By  Senator  Kyle,  interrupting.)  That  is,  they  have  not  been  able  to  pttydivi- 
den<lson  stocky  bonds,  etc.? — A.  Yes. 

Q.  How  are  tlie  roads  stocked  in  proportion  lo  the  cost  of  the  roads?— A.  I  can 
not  very  well  answer  that  question.  As  you  know,  all  these  roads  that  have  gone 
into  reorganiiation — the  Central,  Southern,  and  the  various  lines — the  stock  has  not 
')een  considered  as  worth  anything. 
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Q.  A  great  many  roads  over  the  country  have  complained  ia  paat  yeare  that  th«y 
have  not  been  able  to  make  any  money  at  all,  but  the  roads  have  coflt  in  many  sec- 
tions of  the  country  about  (7,0U0  a  [iiife,  and  they  are  bonded  at  abont  (42,000  or 
$43,000  a  mile.  It  is  pretty  hard  to  make  good  dividends  on  stock,  including  the 
water? — A.  Well,  I  do  not  know  about  that. 

Q-  (By  Mr.  Bhvth.)  Do  you  know  what  the  Southern  system  ia  capitalized  at  pet 
mile  in  Georgia? — ^A.  I  do  not. 

Q.  Do  you  think  there  was  a  necessity  for  an  increase  of  5  per  cent  in  freight 
rates? — A.  Well,  I  think  the  business  would  bear  it.  I  do  not  see  why  the  railroads 
should  not  make  something  in  profit  out  of  the  business. 

Q.  Yousaid  just  now  thercwaagreatscarcity  of  carstohanlthebusineBH. — A.  Yee. 

Q.  So  there  is  no  lack  of  businetM  being  offered? — A.  Noneatall. 

Q.  The  tonnage  was  a  great  deal  greater  than  a  year  ago? — A.  Yee. 

Q,  Profits  were  a  great  deal  greater  than  a  year. ago,  as  shown  by  the  published 
receipts? — A.  Yes. 

Q.  What  excuse  is  there  for  the  increase  in  the  rate  of  freight?— A.  Well,  I  have 
increased  aiy  rate;  I  am  not  connected  with  the  int«iBtate  lines.    That  would  be  a 

Sueation  more  for  Mr,  Gulp,  Mr.  Scott,  or  Spencer,  or  somebody  else  to  answer.  I 
o  not  belong  to  that  freight  association. 

Q.  (By  Senator  Kyle.)  Wtiat  governs  you  in  determining  the  freight  and  passen- 
ger rates? — A,  Well,  I  am  governed  largely 

Q.  (Interrupting.)  By  what  the  busmeas  will  bear? — A,  Mo;  the  State  of  Georgia 
fixes  the  paasenger  rate  and  freight  rate. 

Q.  You  used  that  expreesion — what  the  businesB  will  bear? — A.  They  were  far 
below  commission  rates,  and  1  think  Uiey  were  probably  trying  to  get  up.  I  give 
Uiat  as  an  excuse  for  it  Now,  take  the  cotton  factory  companies;  you  know  we  all 
want  to  build  anything  in  the  way  o£  factories,  and  it  was  said  for  a  long  time  that 
the  railroads  had  helped  the  factories  l)ecaut<e  they  were  all  infants  ana  weak,  and 
had  to  be  ted  and  nursed  by  the  railroad  acid  every  otlier  interest.  They  kept  at 
that  until  the  factories  have  put  down  all  the  cotton,  and  in  all  this  vast  section  here 
we  can  not  get  any  cotton  to  haul  to  the  ports.  1  suppose  the  railroads,  maybe, 
want  to  get  something  back  out  of  the  cotton  companie8--don't  know. 

Q.  (By  Mr.  Smyth.)  They  get  that  same  cotton  in  the  shape  of  goods,  do  they 
not? — A.  No;  they  don't  get  nearly  as  much  freight  as  out  of  cotton. 

Q.  It  is  a  better  class  of  freight,  not  so  inflammable? — A.  Yea;  cotton  is  easier 
lighted  than  anything. 

Q.  There  is  danger  from  lire  in  cotton,  is  there  not? — A,  The  insurance  companies 
pay  that. 

Q.  (By  Mr.  Ratchford.)  Don't  you  think  the  finished  article,  includingtheHhip- 
ment  of  machinery  and  materials  for  the  construction  of  mills,  will  amount  to  about 
as  much  freight  as  raw  material  would? — A.  1  am  in  favor  of  it,  but  we  eive  them 
reduced  rates  on  machinery  and  material  and  everything  else,  and  then  they  get  a 
very  low  iBite  on  their  manufactured  stuff,  and  they  get  advantages  everywhere. 

Q.  Is  there  increased  passenger  trs^c  as  a  result  of  the  building  of  those  cotton 
mills  in  different  communities?— A.  Well,  we  all  want  cotton  mills  built.  I  was  try- 
ing; to  give  an  excuse  for  raising  rates. 

Q.  (By  Mr.  Smyth.  )  That  is,  that  you  think  the  traffic  would  bear  it?— A.  I  said 
I  Buppoeed  the  railroads  thought  bo.  1  will  give  you  an  instance:  On  my  road  over 
there  at  Monroe  there  is  a  little  cotton  mill^  and  last  year  they  sold  1,200  bales  of 
Koods-^loth— to  be  exported  to  Shanghai,  China.  Those  goods  went  out  from 
Monroe  to Slianghai  for  £1  ahundred.  Mr.  Johnson,  general  freight  agent  of  the 
Georgia  Railroad,  made  the  rate  and  fixed  it,  and  when  I  found  out  what  it  was 
going  at,  I  found  I  was  only  getting  3  cents  a,  hundred  out  of  that  business. 


Q.  (By 
Q.   (By 

Bhanghai. 


By  Mr.  Batch«>bd.)  Out  of  that  dollar?— A.  Out  of  that  dollar. 

"    Mr.  Smyth.)  For  how  long  a  distance? — A.  I  do  not  know  how  far  it 


Q.  About  3  cents? — A.  I  hauled  it  about  10  miles;  but  it  came  to  Atlanta  tor  6 
cents.     I  got  3  and  the  Georgia  Railroad  got  3.     That  is  all  we  got  out  ot  it. 

Q.  How  much  did  the  Southern  get? — A.  The  Southern  did  not  get  it.  As  I 
understood,  the  railioads  divided  the  93  cents  to  San  Francistw,  and  tno  balance,  7 
cents,  went  across  the  Pacific,  and  that  id  what  took  (rotten  goods  outot  the  country. 
f  objected  to  it.  I  did  not  want  all  m^  cotton  business  ruined.  I  would  get  out  of 
cotton  12  cenfs,  and  I  was  only  getting  3  out  of  manufactured  stuff,  I  wrote  Mr. 
Johnson  and  protested  that  he  should  not  have  made  such  a  price  as  that  without 
consulting  me;  and  he  wrote  b«ck  and  said  that  if  I  wante<1  to  dej^rive  the  Walton 
mill  of  the  privilege  that  all  other  nnlls  were  enjoying,  I  could  ilo  it;  but  he  thought 
as  a  matter  of  policy  1  ought  to  let  a  little  mill  make  stnne  money,  too.  ^ 

Q.  Do  you  suppose  that  mill  paid  freight  to  China? — A.  No;  'sold  goods. 

Q.  They  are  not  intereeted  in  the  rate  of  freight  to  China,  are  they?— A.  No. 
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Q.  That  rate  wm  made  in  competJUon  with  the  Suez  Catuil  and  tonnageacroes  the 
Atlantic? — A.  I  tan  not  Bpeak  as  to  that. 

Q.  Don't  you  euppoee  there  are  two  wava  to  ship  goods  to  China — over  through 
tbu  Suez  Canal  or  acrosa  the  continent  to  tne  Pacifli. — and  the  railroad  made  the  rate 
in  competition  with  theni7— A.  Well,  I  do  not  get  enoi^h  out  of  the  inanufactui«d 
stuff  to  pay  for  handling  it. 

Q.  How  many  shipments  of  that  kind  have  ycu  made? — A.  I  ehipped  1,200  1>alee 
in  that  lot. 

Q.  You  do  not  know  of  any  other  shipments?— A.  No;  I  do  not  know  any  others. 

Q,  Only  the  one  caae? — A.  Yes.     I  just  mentioned  that  case  as  an  illvwtration. 

Q.  How  do  you  quote  shipments  from  that  mill  to  New  York? — A.  I  get  my  local 
rate — about  6  cents. 

Q.  (By  Mr.  RATcnpono. )  In  receiving  3  cents  for  a  10-mile  haul,  is  it  not  a  fact 
that  you  are  paid  proportionately  higher  than  those  other  roads  that  handle  goods? — 

Q.  Y. 
istanc« 

Q.  (By  Mr.  8kyth.^  You  hauled  10  milee  for  3  cents,  and  the  Pacific  Steamship 
Company  hauled  it  4,000  miles  for  7  cents? 

Q.  (By  Senator  Kyle.)  It  was  hauled  from  the  mill  across  the  I'ontinent  here  to 
the  Pacific  for  87  centfl?— A.  That  is  what  I  understood. 

Q.  (By  Bepresentative  Livinost 
Atlanta  to  New  York  on  the  mai 
cents.    I  can  not  quote  the  ratee. 

Q.  Hearly  as  much  as  across  the  continent?— A.  Yes. 

Q.  (By  Mr.  Smyth.)  Don't  you  think  that  mill  allowed  the  exporter  the  New 
York  rate  of  freight,  50  or  60  cents? — A.  I  do  not  know  how  it  was  based  or  divided, 

Q.  Were  not  those  goods  sold  at  that  mill  baaed  on  New  York  delivery,  and  the 
buyer  received  a  bonus  of  50  or  80  cents? — A.  I  can  not  answer  that. 

Q.  (By  Senator  Kyle.)  You  say  you  give  very  low  rates  on  machinery  brought 
into  the  country  here.  Do  you  ever  grant  rebates? — A.  Well,  1  do  not  know  wnat 
the  main  lines  do.  On  my  road  we  nave  built  two  cotton  faoturiee,  and  we  have 
given  the  manufacturer  a  two-thirda  rate  on  the  machinery  and  material  for  the 
mill,  I  think  that  has  been  pretty  generally  followed  in  the  State.  I  can  not  speak 
with  certainty. 

Q.  So  you  act  in  harmony  with  the  main  lines  in  doing  that? — A.  Yes, 

Q.  Mutual  understanding?— A.  Yes.     Well,  I  did  that. 

Q.  (By  Representative  LiviNGSTOK.)  Does  the  practice  of  granting  rebates  obtain 
in  Geoi^a  over  these  roads  or  not? — A.  I  think  not,  sir;  no,  sir. 

Q.  Is  there  any  discrimi nation  between  shipperB  that  you  know  of?— A.  None. 

Q.  Large  and  small  shippers? — A.  No,  sir;  1  think  not;  none  that  I  have  knowl- 
edge of.  Of  course  I  have  seen  something  ni  the  papers  about  these  things,  but  I 
do  not  know  anything  about  them, 

Q.  (By  Senator  Kyle.)  No  violation  of  the  inlerBtate-commerce  act? — A.  No,  sir; 
I  do  not  suppose  there  is  any  of  any  consequence. 

Q.  (By  Mr.  Suyth.)  You  talk  about  special  rates  on  machinery.  Do  you  know 
what  the  rates  are? — A.  I  do  not;  I  thinlt  the  rate  on  machinery  has  been  about  66 
cents  a  hundred, 

Q.  That  is  the  rule,  is  it  not?— A.  I  think  so, 

Q.  That  is  the  charge  of  the  minimum  car  rate,  is  it  not,  ot  20,000  or  24,000 
pounds? — A .  Yes ;  I  can  not  speak  of  that  because  I  can  not  quote  through  rates 
accurately. 

Q.  If  a  car  contMne  12,000  pounds  they  have  to  pay  on  24,000  pounds,  do  they  not, 
and  if  the  car  contains  30,000  pounds  they  have  to  pay  the  excess  over  24,000  pounds. 
Do  you  call  those  special  rales  of  any  great  advantage  or  convenience  to  the  manu- 
facturer or  mill  owner? —A.  I  do  not  know,  I  only  answered  the  question  about 
mill  machinery,  and  I  said  we  built  two  mills  on  mv  little  road. 

",  I  underatoo<i  that  you  paid  that  the  cotton  mills  were  receiving  special  advan- 


Q,  Easiest  handled?— A.  Yes. 
Q.  No  danger  of  breakage?     A.  ' 
(Testimony  closed.) 
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Mkhphih,  Tenn.,  March  as,  1900. 

TESTXHOVT  OF  HS.  JAICES  B.  DA  VAST, 

Contudmoner  of  the  ManphU  Freight  Bureau,  Metaphu,  Thm. 

The  Babcommiseion  of  theUnitedStateH  Industrial  CommiKion  met  at  the  Peabody 
Hotel  at  9.15  a.  m,,  Benator  Kyle  preeiditig.  Mr.  James  S.  Davant,  commiwioner  ol 
the  Memphis  Frdeht  Bureau,  Memphis,  Tenn.,  was  iatroduced  aa  a  witneesat  11.07 
a.  m.,  and,  being  duly  sworn,  testified  aa  follows: 

Q.  (By  Senator  KvLiB.)  Please  give  yourname,post-offlceaddresB,andvocatioD. — 
A.  James  B.  Davant,  Memphia,  Teim.,  commissioiier  of  theMemphis  Freight  Bureau, 

Q.  {By  Mr.  Smyth.)  Will  you  explain  to  the  commission  what  that  Memphis 
Freight  Bureau  is,  its  objects,  and  how  long  it  has  been  in  existence? — A.  It  la  an 
oivanitation  of  the  merchants  and  manufacturers  of  Memphis  for  the  purpose  o[ 
ai^usting  inequalities  in  freight  rates  at  Memphis  as  compared  with  other  competing 

Q.  The  object  is  to  advance  the  buaineaa  interests  of  the  city  of  Memphis  by  mak- 
ing this  a  point  where  cotton  and  other  commodities  can  be  bought  and  transported 
aa  cheaply  as  at  other  cities?— A.  Yes. 

Q.  Have  you  met  with  much  buccm8? — A.  Yes,  we  have  accomplished  a  good  deal. 
Our  efforts  are  mainly  directed  to  the  adjustment  of  the  rates  to  and  mtm  local 
tenitoiy. 

Q.  We  hod  before  us  y^esterday  Mr.  Porter  as  a  witness  to  give  us  some  informa- 
tion witli  reference  to  freight  rates  on  cotton  from  Memphis  to  points  east  and  south- 
vreat  and  southeast — that  is,  to  the  Carolina  mill  poiiits,  as  compared  with  New 
England  mill  points.  Can  you  give  us  information  as  to  these  competing  rates? — A. 
Yes.    The  rates  to  the  eastern  spinning  points  are  based  on  55^  cents  to  Boston. 

Q.  That  is,  all  points  that  take  the  Bostoa  rate,  55}  cents?— A.  Yes. 

Q.  What  is  the  rate  to  New  York?— A.  Fifty  and  one-half  cents. 

Q.  What  is  the  rate  to  Gohoes,  N.  Y.?— A.  I  am  not  quite  sure  whether  Chat  takea 
the  New  York  or  the  Boeton  rate.    I  think  it  takea  the  New  York  rate. 

Q.  Fifty-five  and  one-half  cents? — A.  Possibly  so;  I  do  not  know, 

Q,  Do  you  know  the  rates  to  Carolina  mill  points? — A,  Fifty-nine  cents. 

Q.  Can  you  give  me  the  rate  to  Pinners  Pomt?^A.  Forty-two  cents. 

Q.  Then  cotton  KoiuB,  say,  to  Charlotte,  N.  C,  or  Greenville,  8.  C,  some  300 
or  400  miies  this  side  ol  Pinners  Point,  would  take  the  rate  of  the  58-cent  point, 
whereas  cotton  passing  through  those  points  and  going  to  Norfolk  would  take  a  rate 
of  42  cents?— A.  Yw,  that  is  true. 

Q.  Does  not  that  difference  in  the  freight  rate  lend  to  prevent  any  cotlon  from 
bein^  shipped  from  this  territory  to  the  Carolina  mills? — A.  It  has  that  effect  to  a 
certain  extent  The  h^h  rate  from  Memphis  as  compared  with  near-by  points  is 
against  it 

Q.  Yon  mean  points  near  to  the  Carolina  mills? — A.  Yes,  but  the  rates  are  rela- 
tively adjusted  from  all  territory  on  the  Mississippi  River,  so  that  we  are  in  line 
with  those  points  in  the  distribution  of  our  cotton. 

Q.  What  excuse  does  the  railroad  make  for  chaivinu  a  rate  so  much  higher  to  a 
point  80  much  nearer  Memphis  than  to  a  point  farther  on? — A.  The  rates  to  the 
coast  points  are  made  arbitrarily,  or  rather  by  river  competition  and  other  influ- 
ences that  they  can  not  control. 

Q.  The  effect,  however,  is  to  give  an  advantage  to  the  foreign  spinner,  is  it  not,  in 
his  cotton?- A.  Yea.  The  rates  to  Liverpool  are  sometimes  lower  than  to  Carolina 
points. 

Q.  And  so  the  Carolina  mills,  instead  of  having  an  advantage  bv  their  nearness 
to  cotton,  are  really  at  a  disadvantage?- A,  Yes;  that  is  true  with  reference  to  Mem- 
phisand  adjacent  territory.  1  understand  the  objection  utged  to  reducing  the  rates  to 
the  Carolina  mills  is  that  it  would  result  ultimately  in  the  reduction  of  local  rates 
from  near-by  points. 

Q.  Has  any  effort  been  made  to  secure  a  reduction  of  rates  to  the  Carolina  mills? — 
A.  Yes;  we  have  had  it  under  correspondence  fur  a  number  of  months. 

Q.  It  has  been  stated  aa  a  fact  that  the  millF,  p^ticuhirly  in  upper  South  Carolina, 
consume  very  much  more  cotton  than  ia  raised  within  any  reasonable  distance,  and 
they  are  obhged  to  go  away  for  cotlon.  Is  there  any  reason,  if  that  is  the  case,  why 
they  should  not  enjoy  at  l^st  the  same  rales  as  the  New  England  mills  on  their  cot- 
ton?— A.  I  do  not  know  of  any.  My  contention  has  been  that  the  rates  from  Mem- 
phis ahould  be  the  same  to  liie  Carolina  mills  as  to  Norfolk  and  other  Virginia  ports. 


6  HEABIMUS  BKVO&E  THE  INDUSTRIAL  COMMISSION. 

Q.  (By  fienalor  Kvli;.)  What  alii>iit  walcr  traneportstion  loNew  York  and  Boston 
an  reguaa  rate*i7 — A.  We  have  the  river  from  here  to  New  Orleans,  and  the  eteamere 
thenL-e  to  the  Kaet  on  the  one  side,  and  then  we  have  the  river  bxaa  here  to  Cindn- 
nati  and  rail  thence. 

Q,  What  are  the  raten  to  New  York  and  Boston  by  way  of  New  Orleaoa,  by 
WBler? — A.  I  think  tliey  publish  the  same  rates  as  all  rail. 

Q.  No  advantage  then  in  water  transportation  at  all7— A.  The  present  rail  rates 
are  fixed  by  that  wat<^r  transportation.     They  have  adjusted  themselves  to  these 

Q.  What  about  insurance  for  water  and  land  transportation? — A.  There  is  an  addi- 
tional cost  of  insuranif.  The  water  rate  from  here  to  the  East  by  the  way  of  Cin- 
cinnati is  5  cents  lower  than  the  railroad  rate,  which  is  supposed  to  cover  the  dif- 
ference of  insurance,  and  make  provision  for  slow  time. 

Q.  (By  Mr.  BATCHroRD. )  What  are  the  rates  on  a  bale  of  cotton  from  here  to  the 
New  England  mill? — A.  To  Boston  points  a  rateof  55^  cents  per  100  pounds,  eetimat- 
ine  600  pounds  to  the  bale. 

Q.  Are  you  ac(]uaiated  with  the  rates  from  here  to  Liverpool? — A.  Ihavethemia 
the  office.    They  are  changing  all  the  time. 

Q.  Can  you  state  approximately?  Is  it  higher? — A,  X  think  they  are  about  72 
cents.    I  have  not  noticed  it  for  a  day  or  two. 

Q.  (By  Mr.  Smvth.)  The  Southern  Railroad,  from  recent  statements  published, 
shows  a  d^ree  of  prosperity? — A.  I  think  so. 

Q.  They  share  in  the  general  prosperity  of  the  country? — A.  I  think  bo. 

Q.  Apparently  there  is  no  exciiseforadvancingratesandmaintaining  these  CTceed- 
ingly  high  rates  to  local  points  on  their  road? — A.  1  do  not  understand  that  they  have 
ever  e&rned  anything  on  their  stock,  and  I  suppose  it  would  be  reasonable  to  accord 
them  the  privilege  of  doing  so. 

Q.  Is  it  not  a  fact  that  the  Boutheni  Railroad  paid  a  dividend  on  tbeirstock  last  year, 
and  possibly  another  the  Ist  of  April? — A.  On  preferred  stock  1  think  they  did.  I 
understand  that  under  the  old  conditions,  when  these  rates  were  in  eftect,  they  did 
not  make  anything  on  their  stock.  That  is  the  rule  with  a  great  many  of  the  roads, 
and  especially  so  with  reference  to  the  Memphis  division  of  the  Southern. 

Q.  (By  Senator  Kvle.)  Do  you  know  anything  about  the  capitalization  of  the 
Southern  road?— A,  No,  1  do  not. 

Q.  (By  Mr.  Smvth.  }  U  not  the  fact  that  these  rates  to  local  mills  in  the  Carolinas 
areeo  n^hdueentirely  to  their  l>eing  local  points  on  the  Southern  Railroad,  noncom- 
petitive points,  which  other  roads  can  not  reach? — A.  That  is  quite  probable;  I  pre- 

Q.  Therefore  they  make  a  f1xe<I  arbitrary  of  17  points  above  the  rate  to  Norfolk, 
about  the  same  distance  from  bere?— A.  I  at«ume  the  fact  that  these  are  local  points 
accounts  for  their  being  able  to  hold  a  higher  rate. 

Q.  They  have  power  to  make  the  rate? — A.  No  doubt  about  that 

Q.  You  are  familiar  with  the  intemlatc-commerce  law?— A.  Yes,  sir;  more  or  lees. 

Q.  Under  the  present  law,  aswe  liave  tieen,  the  railroads  initiate  the  rate  of  freight 
and  submit  it  to  tne  couimii<»iiin,  and  it  remains  in  force,  even  if  the  commission  objects 
to  it,  until  the  question  is  decided  in  tlic  courts  an  to  its  being  a  (air  rate.  Do  you 
think  that  is  the  fair  and  proper  wav  in  which  it  should  be  handled  by  the  Interstate 
Commerce  (.'ommission,  or  would  it  be  belter  to  clothe  the  Inletstate  Commerce  Com- 
mission with  power  to  inaugurate  tli<^  rat<'S  and  let  them  be  in  force  at  once  andawait 
the  decision  of  the  court  as  to  their  Iwing  reasonable? — A.  We  think  that  would  be 
preferable,  (if  course,  fnim  the  shippers'  titandpoint,  and  our  bureau  has  petitioned 
our  niemhers  of  Cungre^s  to  clothe  the  commission  with  powere  to  adjust  rates  in 
correction  of  what  they  deem  to  >)edii^-rimination. 

Q,  Would  your  bureau  be  willing  to  go  further  and  clothe  the  commission  with 
power  to  audit  and  examine  the  bookeofall  railroads  doing  interstate  biifiness,  under 
competent  inspecttirw,  as  in  thcnational  bank  system? — A.  Yes.  Is  that  incorporateil 
in  Mr.  Cullom  s  auiendmcnt  to  the  bill  which  is  now  pending? 

Q.  It  is  covered  in  the  report  which  has  been  made  by  this  commission  to  Con- 
gress, wbicliwasBubmitted  early  in  Februarj'.^ — A.  The  reason  lask  is.  wehaveaaked 
our  representatives  to  advixute  the  adoption  of  Mr,  CuUom's  amended  bill. 

Q.  You  are  in  favor,  then,  of  the  Cullom  bill?— A.  With  ft  few  changes.  We  rec- 
ommeiidi'd  that  the  fourth  taction  flioulil  carry  thu  present  provision  as  to  diSerent 
circumslanccH  and  <K)n(litions  not  re<iuiring  the  strict  obttervance  of  the  long  and 
short  haul  clause. 

Q.  ( By  Senator  Kvlk,  interrupting).  You  do  not  want  to  make  the  long  and  short 
haul  clause  mandatory? — A.  No;  we  do  not  think  that  would  l>e  fair,  and  1  think  it 
would  work  great  hardship  not  only  to  the  railroads  but  to  trade  centers. 

Q.  (By  Mr.  Shytii.)  Before  you  ai-ceple<l  thin  position  with  the  Memphis  Freight 
3ure«u,  were  yon  not  connected  with  railroads?— A.  Yea,  Bir. 
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Q.  What  r»>ad?~A.  I  wiii<<-oniie<:t»<l  uitli  fhi;  trvightdepartmiiiit  nf  thu  Memphis 
tmd  Charlefiton  Railroad. 

Q.  That  is  put  of  the  Southern  syBt«m7 — A.  It  is  now.  I  was  tueiBtant  general 
freight  agent. 

y.  Ix  there  a  physical  dividon  or  pooling  system  among  the  nulroada  here?— A.  I 
UUdervCand  there  is. 

Q.  So  no  road  can  do  more  than  its  quota,  or  if  it  doea  it  geta  no  more  revenue? — 
A.  I  think  the  system  fa  to  divide  the  cotton  busineee,  and  if  a  road  geta  more  than 
itM  proportion,  and  the  shipper  insists  on  its  tftking  mor«,  a  transfer  is  made  to  some 
other  road. 

Q.  (Bv  Senator  Kvlk.)  And  a  road  gets  its  proportion  if  it  does  not  haul  any?— 
A.  No;  1  think  they  have  no  revenue  pool;  it  is  a  physical  pool,  and  unless  the  roads 
are  able  to  control  tneir  proportions  the  deficit  is  turned  over  to  them  by  some  road 

Q.  (By  Mr.SMYTH.)  The  effect  is,  it  the  railroad  has  received  its  full  quota  of 
cotton  or  other  commodities,  the  shipper  is  powerless  to  insist  on  his  shipments 
going  by  that  road;  it  will  transfer  it  to  another  road? — A.  That  is  the  way  we 
understand  it. 

Q.  (By  Mr.RATCHFORD.)  What  is  the  standard  or  bosiB  Qpon  which  it  is  made?— 
A.  The  agreement  as  to  proportion  is  l«sed  on  the  movement  of  past  years. 

Q.  Onthecarryingcapacityoftheroad?- A.  Thestrengthof thelineflisconsidered. 

Q.  As  Captain  Smyth  has  stated,  the  ultimate  effect  is  what  is  commonly  known 
M  a  pooling  svstem?— A.  I  think  so. 

Q.  Do  you  believe  that  such  a  pooline  system  is  a  good  thing  for  the  shipper? — 
A.  1  do  noL    1  think  it  works  rauier  to  nia  detriment 

Q.  The  public  service  would  be  best  served  by  each  road's  having  Its  own  rates 
and  affordmg  to  ahippere  the  opportunity  of  having  his  goods  go  over  the  line  he 
prefers? — A.  I  think  so.  There  is  one  thmg  they  claim  tnkt  ia  worthy  of  conddera- 
tion|  that  is  that  under  the  present  system  the  latee  are  stable  and  are  ^ke  to  ail 
partiee. 

U.  1  understand  you  SMd  at  the  beginning  that  the  rates  were  based  on  the  cost 
of  the  water  transportation? — A.  Yes,  sir. 

Q.  With  reference  to  water  transportation  of  cotton,  for  instance  to  Boston  and 
New  York,  has  there  at  any  time  been  a  barge  line  from  here  to  these  points  or  to 
the  Gulf? — A.  There  has  been  no  business  of  late;  a  number  of  years  ago  it  was 
handled  by  barge  to  New  Orleans. 

Q.  (By  Senator  Kylb.)  Would  that  materially  decrease  the  expense? — A.  Under 
the  present  rates,  I  think  not. 

Q.  (By  Mr.  Ratchfobd.)  The  insurance  is  higher  when  shipped  by  water?— 
A.  Yes.  1  do  not  think  it  is  feasible  to  ship  that  way  under  present  rates.  That 
would  be  done  if  they  should  advance  the  rates  from  Memphis. 

Q.  (Bv  Senator  KYUt)  What  is  (he  insurance  from  here  to  Norfolk  and  Pinntra 
Foint^ — tne  insutance  ratet^ — A.  I  really  do  not  know.  I  do  not  think  they  impure 
by  rail,  unless  it  is  under  the  general  policy  that  covers  all  liability  by  mil  and 
water  transportation.    Z  think  they  accept  the  railroad's  bill  of  lading  an  sulGcient 

s  for  land  transporta- 
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Q.  ... 

trolled  by  outside  competition  almost  entirely. 

Q.  Have  you  a  railroad  commission  in  Tennessee? — A.  Yes. 

Q.  It  has  ei<tabliehed  these  local  rates  on  cotton? — A.  It  has  taken  no  action  on 
the  rate  question  at  all.  The  law  provides  they  shall  make  a  tariff  of  all  freights 
throughout  the  State,  but  they  have  never  done  so, 

Q.  You  consider  tne  local  rates  on  cotton  to  Memphis  as  fair? — A,  No;  we  have 
some  contention.    Some  of  them  we  think  are  fair;  others  are  loo  hi^h. 

Q.  I  suppose  you  are  kept  busy  looking  after  these  inequalities? — A.  Yes; 
thoroughly  so. 

Q.  And  you  will  tonch  upon  the  question  of  rates  to  (he  Carolina  mille?^A.  Yea; 
we  hope  to  get  that  adjusted,  although  we  have  not  had  very  much  encouragement. 

Q.  (By  Mr.RATCHFORD.)  You  have  madesomeallusion  to  the  longand  short  haul 
clause.  As  an  experienced  railroad  man,  I  should  tike  to  have  your  opinion  on  that 
subject  more  fully.'  Upon  what  basis  do  you  lie  lie  ve  IhatmattershoiildDe  adjusted? — 
A.  It  is  a  very  intricale  question.  I  do  not  know  that  I  could  outline  any  ^neral 
inlniriplea  that  would  govern  the  matter.  The  conditions  are  Bo  different  at  diBerent 
pmnts  that  it  ia  hard  to  eatablish  any  rule. 
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Q.  Do  you  know  of  any  good  reasons  why  it  will  cost  more  to  ship  a  bale  of  cot- 
ton from  Memphis,  for  instance,  to  Charlotte,  N.  C,  than  to  ship  the  same  bale  to 
a  New  England  mill? — A.  No;  it  would  not  cost  the  rsilroad  Bs  much  to  handle  the 
bale  of  cotton  to  Charlotte. 

Q.  It  taxes  the  shipper  more,  we  nnderaland? — A.  Yea. 

Q.  Do  you  know  ot  anv  good  reaaon  why  it  should? — A.  No;  I  do  not  It  seems 
to  me  these  rates  should  oe  adjusted. 

Q,  (By  Mr.  Shyth.)  They  simply  have  the  pcwer  to  do  it?— A.  I  think  they 
should  be  adjusted  more  nearly  in  relation  to  the  lates  to  the  Southern  seaboard. 

Q.  (By  Hr.  Ratchfobd.  ]  The  causes  that  operate  in  that  instance  operate  in  all 
other  lustancea  where  the  distonoe  is  about  equal,  do  they  not? — A,  I  do  not  under- 
stand your  question. 

Q.  The  causes  that  operate  in  that  instance  opente  in  all  other  instances  where 
the  intermediate  points  bear  the  same  relation  to  the  initial  point  and  the  New  Eng- 
land point  we  sp^k  of? — A.  Not  in  all  cases.  Manj^  of  the  lines  undertake  to  app^ 
the  long  and  short  haul  clause  strictly.  The  situation  with  reference  to  these  milu 
I  can  explain  in  this  way:  Very  frequently  we  have  had  here  what  you  might  call  a 
war  of  rat«e;  that  is,  under  compebtion  between  the  various  roads,  cotton  rates  to 
the  Eastern  points  have  been  reduced  below  a  paying  basis.  Under  these  conditions 
it  does  not  seem  to  me  that  the  railroads  should  oe  forced  to  carry  that  competition 
to  their  local  territory,  where  they  have  to  get  the  principal  part  of  their  earnings. 
Therefore  it  eeeme  to  me  that  the  application  of  the  fourth  section  of  the  lung  and  short 
haul  clause  would  be  oppressive.  We  have  a  case  in  point  which  I  can  illustiate 
by,  and  that  is  in  the  rates  from  the  East  to  Memphis.  We  hold  these  rates  are 
entirel)^  too  high  as  compared  with  the  rates  fiom  the  East  to  8t.  Louis.  We  are  ia 
competition  actively  with  St.  Louis  to  all  points  on  and  west  of  the  Mississippi 
Bivor,  and  our  conteution  is  that  the  rates  from  the  East  to  Memphis  should  be  the 
same  as  to  St  Louis.    The  railroads  say  that  they  can  not  make  tnet  adjustment,  to 


do  justice  to  Memphis,  without  destroying  their  whole  rate  structure  between  East- 
ern iKiinIs  and  Memphis.  That  line  oi  reasoning  deprives  us  of  being  put  on  a  com- 
petitive basis  with  the  people  we  are  competing  with. 

Q.  The  practice  of  the  railroad  companies,  we  understand,  is  to  meet  competition 
atf^reat  shipping  cent«re,  and  to  impoee  the  same  rate  generally  on  intermediate 

runts  olon^  their  own  rood,  even  it  the  haul  is  shorter.  It  that  be  the  purpose,  and 
do  not  thmk  it  will  be  disputed,  does  it  not  operate  against  the  building  of  facto- 
ries and  other  industries  at  titeee  intermediate  points  along  its  own  line  of  railroad? — 
A.  I  should  think  it  would. 

Q.  In  the  end  what  interest  is  served  by  the  the  comt«ny?  Is  their  own  interest 
served  particularly  it  thev  prevent  the  buildii^  of  factories  and  mills  and  industries 
of  all  kmds  br  reason  of  this  discrimination  in  freights?— A.  Of  course  the  lower  the 
rates  to  and  uom  Uieir  local  points  the  greater  will  be  the  development  of  those 
points.  There  is  no  question  about  that.  The  only  question  is  whether  they  van 
afiordit. 

Q.  (By  Mr.  Svyth.  )  Would  not  the  increase  of  bu^ness  coming  from  those  points 
more  than  reimburse  uiem  for  any  loeS? — A.  It  might  and  it  mi^ht  not. 

Q.  (By  Mr.  Batcbporo.}  Is  there  any  distance  basis  that  might  be  adopted  that 
womd  minimise  the  discrmiination  ^unet  intermediate  points?  I  ask  you  that 
qneslion  as  an  experienced  railroad  man— iu  general  terms?— A.  I  do  not  think  1 
could  answer  it 

Q.  You  do  not  know  of  any? — A.  No. 

(Tentimony  closed. ) 


Washinoton,  D.C,  May  11,  1900. 

txsthiovt  op  hk.  h.  e.  fullee, 


The  commission  met  at  11  a.  m.,  Mr.  Phillips  presiding  Mr.  H,  R.  Fuller,  legis- 
lative representative  of  the  Brotherhood  of  Locomotive  Engineers,  Brotherhood  ol 
Locomotive  Firemen,  Order  of  Railway  Conductoiv,  Brothemood  of  Railroad  Train- 
men, and  tiieOrderof  Railroad  Telegraphers,  was  introduced  as  a  witness,  and,  being 
duly  sworn,  testified  as  follows: 

Q.  {By  Mr.  Phillips).  Will  you  state  your  name,  residence,  and  occupatior 


WBy 

kser— J 


pleaeer— A.  H.  B,  Fuller,  1836  Sixth  avenue,  Beaverfalls,  Pa.;  legislative  repreaen- 
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tative  Brotherhood  of  locomotive  Engineers,  Brotherhood  of  Locomotive  Firemen, 
(>der  of  Railway  CoDductors,  Brotherhood  of  Railroad  TrunmeD,  and  the  Order  of 

Railroad  Telegraphers. 

Q.  Eepresentative?— A.  Yes. 

Q.  In  what  capacity?— A.  Looking  after  matters  in  which  they  are  interested  in 
the  way  of  national  l^lalation. 

Q.  (By  Mr.  Pahquhar).  How  Ioj^  have  you  been  representative  of  the  brother- 
hoods here? — -A.  Well,  over  a,  year  now.  I  was  here  at  the  se^oii  last  winter,  and 
came  here  a  little  while  after  the  opening  of  the  preHeiit  seKsion  this  winter. 

Q.  Your  credential  aarepresentativethencomesfroni  all  of  those  Beparate  bodies? — 
A.  It  might  be  well  to  submit  my  credential;  I  have  it  right  here.  It  is  signed  by 
the  executive  offleere  of  these  orpin  iiationa. 

Mr.  Pbilups.  Will  the  secretary  please  read  it  for  the  infoimaUon  of  the 
commiasion? 

(The  secretary  read  the  paper  Rubmitted  by  the  witness,  as  follows:) 

Wahhinoton,  D.  C,  Decrmber  6,  1899. 
To  whom  these  presents  may  concern,  fp'eeting: 

This  is  to  certify  that  at  a  meeting  of  the  chief  executive  officers  of  the  foliowing- 
named  railroad  labor  organizations,  the  Brotherhood  of  Locomotive  Engineers,  the 
Brotherhood  of  Locomotive  Firemen,  the  Order  of  Railway  Conductors,  the  Broth- 
erhood of  Railroad  Trainmen,  and  the  Order  of  Railroad  Telegraphers,  held  at 
Washington,  D.  C,  December  6,  1899,  the  hearer  hereof,  Mr.  II.  R.  Fuller,  whose 
signature  appears  below,  was  duly  chosen  to  serve  as  the  renresenlative  of  the  said 
Oiganizations  at  Washington,  D.  ('.,  during  the  BeBBions  of  the  Fifty-sisth  Congress, 
in  matten  pertaining  to  national  legislation. 

P.  M.  Artrur, 
Orand  Chief  Enginf  rr,  B.  of  I..  E. 

v..  E.  Clare, 
Onmd  Chief  Omdurtor,  0.  uf  R.  C. 
F.  P.  Saikiknt, 
Omnd  MailfT,  B.  of  L.  F. 

P.  H.  MORRISSEV, 

Grand  MaHer,  It.  of  R.  T. 

W.  V.  POWKLL, 

Prrtidfnt,  0.  of  R.  T. 

H.  R.  FuLLiR,  Reprneatalivf. 

Q.  (By  Mr.  Kennbdv.)  When  not  representing  the  hrotherhotHln  now,  are  you 
employed  as  a  railroad  worker? — A.  Yes. 

Q.  In  what  capacity? — A.  It  might  be  well  to  give  yon  a  statement  of  my  services 
and  the  fact  that  I  am  an  employee  in  actual  service  when  not  en([age<l  here.  Here 
is  a  statement  from  my  funeral  superintendent  uf  the  Pittsburg  and  Lake  Erie  Rail- 
road Company. 

(The  eecrelary  read  the  statement  as  follows:) 

[The  PUlibiirg  and  Lake  Erie  Railroad  (Vimpany,  J.  B.  Yohe,  jteneral  inipcrinlpndfni.] 

PiTiBButMi,  Pa.,  DecemUrSr,  1899. 
To  whom  it  may  concern: 

This  is  to  certify  that  Mr.  H.  R,  Fuller  is  a  passenger  conductor  at  present  in  the 
employ  of  the  Pittsburg  and  Lake  Erie  Railroail  Company,  and  is  granted  leave  of 
absence  at  his  own  retgucst. 

His  term  of  service  Is  as  follows:  From  April  1, 18S7,  toMayl7, 18S9,  freight  brake- 
man;  from  May  17,  1889,  to  October  25,  1898,  freight  conductor;  from  October  26, 
1898,  to  date,  passenger  conductor. 

Youm,  'ruly,  J.  B.  Yona,  Oeneral Superinlendent. 

Mr.  Phillips.  If  there  are  no  further  questions  the  statement  of  Mr.  Fuller  will 

iThe  statement  was  read,  as  follows:) 
Ir,  Chairman  and  members  of  the  Commissioni  Having  received  a  copy  of  your 
topical  plan  of  inquiry  on  the  conditions  of  labor  and  capital  employed  in  transpor- 
tation, with  an  invitation  to  make  answer  thereto,  I  dcsiro  to  give  you  such  informa- 
tion on  questions  1  to  24  as  I  have  been  able  to  collect,  my  answers  being  mostly 
.  confined  to  the  conditions  of  those  classes  of  railroad  employees  which  comiirise  the 
membership  of  the  five  railroad  labor  oi^nizations,  i.  e.,  Brotherho<Hl  of  Ijocomo- 
tjve  Engineers,  Brotherhood  of  Locomotive  Finnnen,  Order  of  Railway  Conductors, 
Brotherhood  <^  Btulroad  Trainmen,  and  Order  of  Railroad  Telegraphers. 
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Urmf  and  ccnditimu  of  employnifni. — Where  employees  are  oi^snijied  on  protective 
lines  the  temiB  aad  conditions  of  employment  are,  a»  a  rule,  made  the  subjects  oi 
mutual  written  agreement  between  them  and  their  employers.  This  is  generally 
done  through  committee"  representing  the  employees  and  the  chief  operating  officer 
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to  the  employees.  This  plan  has  been  brought  about  through  the  influence  of  the 
otganizationa  of  the  employees,  and  it  gives  greater  satisfaction  than  where  the  men 
work  under  condiUonawholly  prescribed  by  their  employers.  Where  the  employees 
are  unorganized  they  do  not  enjoy  these  pnvilegea,  and  are  compelled  to  work  under 
conditions  laid  down  by  the  employers,  which  experience  has  stiown  are  not  so  fav- 
orable. A  lair  comparison  of  the  conditions  of  organised  and  unoi^anised  labor 
will,  I  believe,  prove  to  the  unbiased  mind  that  labor  organiiations  are  a  great 
assistance  to  the  laboring  classes. 

In  addition  to  the  rules  and  conditions  of  employment  mutually  agreed  to  and 
made  by  the  employeea  and  the  companies,  the  commutes  have  many  rules  and  cou- 
ditiona  that  must  be  complied  with  by  the  men.  The  enginemen  are  required  to 
pass  examinations  on  the  rules,  machinery,  and  the  workings  of  the  air  brake  and 
steam-heating  apparatuses.  Trainmen  are  required  to  pass  examinations  on  the 
rules  and  the  workings  of  the  air  brake  and  steam-heating  apparatuses;  and  in  addi- 
tion to  this,  pasaenger  conductors  are  required  to  pass  examinations  on  their  duties, 
such  as  the  handling  of  coupon  tickets,  mileage  books,  and  other  forms  of  transpor- 

Theee  requirements  are  r^ht  and  fair;  indeed,  they  are  essential  to  the  safe  and 
successful  management  of  a  railroad,  and  they  are  so  considered  by  the  employees; 
but  there  are  many  other  conditions  under  which  men  ore  required  to  work  that  they 
think  are  very  uuiur,  and  great  objections  are  made  to  them.  For  instance,  some 
coiniianics  have  required  as  a  condition  of  employment  that  employees  should  not 
hold  membership  in  any  labor  oi^anization.  The  employees  think  this  is  an 
encroachment  upon  their  liberties,  and  manv  protests  have  been  made;  and  as  a 
result  of  such  protests  some  States  have  passea  laws  forbidding  the  practice;  but  iu 
some  cases  such  laws  have  been  declared  by  the  courts  to  be  unconstitutional.  An 
act  passed  by  Congre^,  and  approved  June  1,  18S8,  forbids  this  practice,  but  it  is 
known  that  the  spirit  of  the  law  is  being  violated. 

Some  companies  require  as  a  condition  of  employment  that  the  employees  become 
members  of  the  relief  aasociations  conducteil  by  xuch  companies.  This  the  men  also 
consider  unfair.  Section  10  of  the  act  approved  June  1,  1898,  also  forbids  this  prac- 
tice, but  neverthelees  men  who  do  not  signify  a  desire  to  join  them  are  not  given 
employment. 

New  employees  are  required  to  pass  a  physical  examination,  and  only  those  who 
are  Nound  in  body  and  limb  are  given  employment.  This  rale  has  worked  great 
injury  to  many  ^ood,  competent,  and  experienced  employees  who  have  received  a 
shght  injury  while  in  the  service  of  one  company  when  they  seek  employment  with 
another.  This  rule  would  not  seem  so  unjust  if  the  physical  defect  rendered  the 
man  unfit  to  perfonn  the  service  sought.  But  this  is  liot  the  case,  for  in  manv 
inslancMi  men  are  refused  employment  on  account  of  the  los  of  a  finger  or  a  smafl 
part  of  a  hand  or  foot,  which,  I  might  say,  would  not  in  the  least  interfere  with  their 
performing  their  duties.  I  have  given  some  thou{;ht  to  this  Question,  and  1  have 
been  unable  to  find  a  good  reason  why  the  companies  should  adopt  such  a  stringent 
rule. 

Manycompanieshavealso  adopted  an  age  limit — that  is,  they  will  not  give  employ- 
ment to  men  who  are  over  a  certain  age.  The  limit  varies;  some  roads  make  it  as  low 
as25  years  while  otheiB  have  placed  it  as  high  as  40  years.  There  ii<  one  thing  sure  to 
result  from  the  physical  examination  and  the  age  limit,  and  that  is  the  overstocking 
of  the  railroa<l  lalior  niark«-t,  for  it  must  l>e  remembe>«d  that  thousands  of  railrond 
employeeti  are  injured  every  year,  and  many  who  \ofe  employment  with  one  company 
will  find  themselves  cjeltaired  by  the  age  limit  when  they  seek  employment  witii 
another.  The  report  of  the  Interstate  Commerce  Oomniission  for  the  year  18: 8 
(page  6.^)  gives  the  ratio  of  trainmen  injured  to  thoH-  employed  as  1  to  11,  and  it  is 
fair  to  Hss-ume  that  a  great  many  of  these  were  not  injured  to  the  extent  of  being 
incapacitated  from  perfomiing  the  duties  of  trainmen,  I  can  not  give  you  any  fl)£ures 
as  to  the  number  of  men  who  are  thrown  on  the  market  on  account  of  the  age  limit, 
but  when  we  look  around  and  wh-  the  great  army  of  employees  who  arc  over  the  age 
of  30  or  40  ycam,  it  is  not  hard  fo  predict  the  ret<ult  of  a  nile  which  denies  them 
employment  by  other  companies  when  they  lose  their  jiresent  situations. 
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I  believe  there  should  be  l^ielation  requiring  nulixiad  companies  to  keep  timt 
rates  of  wages  and  rulea  governing  the  conditions  of  employment  posted  in  conepicu- 
OOB  places  where  they  ean  be  seen  by  their  employees.  This  would  enable  the 
empfoyeee  to  at  all  times  know  just  wnat  compenBation  to  ezpect  for  the  various 
kinds  of  service.     It  would  prevent  much  controversy  and  give  greater  Batistaction. 

Rata  of  wagei. — The  rates  of  wa^  of  the  different  classes  of  employees  vary  con- 
siderably, the  enpneera  being  paid  the  highest  rate,  conductors  the  next  highest; 
then  follow  the  flreinen,  hrakemen,  and  telegraphere,  the  telegraphers  receiving  the 
lowest  rate  of  all.  I  understand  that  the  executive  officeis  of  our  organizations  have 
furnished  the  comminion  with  figures  ahowing  the  amounts  paid  to  each  class,  ea  il 
wili  not  be  necessary  to  furnish  any  further  data;  but  if  the  commission  desires  it,  I 
would  be  glad  to  fumiah  it  with  some  of  the  schedules  of  wages  now  in  force  on  some 
of  the  roads. 

Q.  (By  Mr.  Claskb.]  I  would  like  to  knowright  tlierewhyit  is  that  tel»p«phers 
are  paid  the  lowest  wagee? — A.  'Well,  I  think  the  greatest  reason  for  it  is  that  they 
have  been  the  last  to  organize,  and  the  consequence  is  tiiat  they  work  longer  hours 
for  a  day  and  get  less  pay  than  the  other  classes. 

Q.  Obviously,  they  are  skilled  employees? — A.  There  is  no  gaestion  about  it. 

Q.  And  must  have  a  very  large  responsibility  for  human  life? — A.  Yes. 

Q.  Andproperty? — A.  Yes. 

Q.  (By  Mr.  A.  L.  Haskis.)  Are  not  many  of  them  quite  young  men,  also? — A. 
Well,  there  are  quite  a  number  of  young  men,  but  there  are  not  as  many  boys 
employed  nowadays  as  there  used  to  be  as  telegraph  operators. 

Q.  ( By  Mr.  FAsauHAii. )  la  there  an  overplus  of  telegraph  operators  on  the  market 
now? — A,  Well,  I  do  not  know  that  there  is  just  at  the  present  time. 

Q.  Do  the  bumneHS  colleges  of  the  country  still  turn  out  telegraph  operators? — A. 
Well,  I  l)elieve  there  are  some  places  that  do. 

Q.  In  the  telegraph  business  do  they  apprentice  the  learners?  Are  they  connected 
with  the  railroads  and  with  the  telegraph  work  of  the  railroads  where  they  learn,  or 
do  they  learn  outside  and  go  into  the  roads? — A.  Well,  there  are  some  who  learn 
with  the  agents  and  operators  along  the  roads,  and  then,  as  I  have  Hiid,  I  believe 
there  are  collegee--lelepTaph  school*— which  educate  them. 

Q.  You  can't  give  a  definite  idea  as  to  the  number  of  telegraphers  compared  to  the 
needs  of  the  service?— A.  No;  I  can  not  give  you  aay  figures  on  that  point. 

Q.  In  the  matter  of  strikes  here  on  this  Bouthem  railway  system,  was  it  much  of 
a  difficulty  for  the  railroad  there  to  fill  the  places  of  those  men  who  went  out?— A. 
Wtll,  I  have  not  been  able  to  get  hold  of  the  proper  information  in  regard  to  that 
strike  to  give  an  opinion  in  r^rard  to  it. 

Q.  Do  you  as  a  member  of  the  order  think  that  any  one  of  your  brotherhoods  can 
Buccessfully  strike  without  the  cooperation  of  one  or  more  of  the  brotherhoods? — A. 
Well,  I  think  they  can  successfully  to  some  degree.  Circuaistances  in  each  particu- 
lar case  would  govern  more  or  lees.  We  must,  however,  agree  that  the  more  com- 
pact the  employees  are  in  an  organization,  whether  it  be  one  ornnization  or  sev- 
eral federated  together,  they  are  in  a  better  position  to  cope  with  the  employer. 
In  other  words,  my  opinion  of  the  matter  is  that  if  the  men  in  one  certain  class  of 
emplovment  can  benefit  by  a  trades  union  of  their  own,  it  is  juat  as  logical  to  carry 
it  fnrtner,  bo  that  all  can  benefit  by  several  trades  unions  coming  together,  when 
th^  are  all  interested  in  the  questions  at  issue. 

Q.  In  case  of  a  strike,  for  instance,  with  the  tel^rapheia  on  a  railroad  system 
there,  do  the  striking  parties  usually  ask  for  the  cooperation  of  the  other  orders? — A. 
WeU,  we  had  a  federntion  a  short  time  ago,  hut  it  was  dissolved.  According  to  the 
laws  of  that  federation  one  organization  cou'd  not  strike  without  they  all  did?  It  is 
not  BO  now,  however.  Each  organization  is  by  itself,  and  it  does  not  have  to  have 
the  sanction  of  the  other  oi^anizatioQB  before  its  members  can  strike. 

(Continuing  to  read:) 

BamM  and  slalnli^  of  wage*. — Numerous  reasons  are  offered  by  raiboad  companies 
why  wages  shoula  not  be  raised,  and  why  wages  should  be  reduced.  A  falling  oH 
in  the  volume  of  buBinees  is  generally  the  resaon  offered  for  a  rcdTiction.  Bequests 
for  advances  are  generally  met  with  many  arguments  against  an  increase.  As  a  rule 
wages  are  not  advanced  voluntarily,  and  generally  where  reductions  have  been  made 
on  account  of  a  decrease  in  businesB  the  wages  are  not  voluntarily  restored  when 
business  increases,  restorations  being  generally  made  on  the  request  of  the  employees 
through  their  orKanizationa. 

The  stability  of  wages  depends  to  some  extent  upon  the  volume  of  business  done, 
but  the  one  great  essential  to  the  receiving  ana  maintaining  of  fair  wages  is  a 
thorough  organization  of  the  employees,  led  by  fearless  yet  conscientious  men,  men 
who  are  capable  of  knowing  right  from  wrong  and  who  will  unceasingly  contend  for 
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thti  fonoer,  but  elirink  from  reeorting  U>  tlie  lalter  tv  ^a  any  «nd.  Experience 
has  shown  that  thoec  eniployeea  who  are  unorganized  suffer  the  moet  from  wage 
reductiona. 

DUcharge  OTtd  sutpeTitum,  ajid  the  Ttamm  therefor.—The  reasons  for  discharge  ftnd 
suspension  are  numerous,  and  it  would  be  almost  impossible  for  me  to  name  all  of 
them.  The  plana  of  discipline  in  use  on  some  roads  diner  somewhat  from  the  pUns 
in  vogue  on  others,  and  an  act  that  would  be  considered  a  serious  offense  on  one  road 

iglit  be  treated  lightly  on  another.  This  ie  due  to  the  ditterences  of  ojiinion  of 
inerent  officers  as  to  the  befit  way  to  handle  men,  some  of  them  thinking  that 
severe  discipline,  even  for  small  ocensee,  is  the  best,  while  others  believe  that  a 
better  feelii^  exists  between  the  company  and  the  men  where  tbe  employees  are 
not  severely  disciplined  for  trivia!  offenses,  whieh  have  caused  no  accidents  and 
little  inconvenience. 

The  general  reasons  for  discharge  and  suspension  are  violation  of  rules,  negligence, 
responsibility  for  accidents,  oversleeping,  and  intempetance. 

There  are  many  instances  where  men  have  b^n  discharged  and  suspended 
unjustly  by  Bubordinale  officers,  and  have  appealed  their  cases  to  their  oinwiiationa, 
which,  throueh  their  committees,  have  taken  their  cases  tu  the  higher  officers  of  the 
road  and  estaDlished  their  innocence,  and  the  men  have  been  reinstated  in  the  serv- 
ice and  paid  for  all  time  lost  on  account  of  such  discharge  or  suspension.  This,  how- 
ever, is  only  accomplished  through  the  labor  organizations,  for  if  the  men  were  not 
'   "             .>>.,.            ,     ..-  ,  ■  ■      ■■       it  the  hands  of  a 

„                    „                              „  :  oiwnization  that  gets  the 

general  manager's  ear  and  causes  him  to  notify  his  Buborainate  officers  that  the 
eniployees  have  rights  that  must  be  rr '"■' 

Employees  have  been  discharged,  a 
bere  ot  labor  organizations,  and  for  be    „  ,        . 

also  been  discharged  for  taking  part  in  political  and  legislative  matters  looking  to 
their  beet  interests;  but  this  is  covered  up  by  assigning  othercauses  for  such  dischaiges. 

In  addition  to  the  increase  in  work  put  upon  cinp]oyee»  by  the  adoption  of  heavier 
engines  and  longer  trains,  manv  roads  have  introduced  new  syslems  of  reporting. 
These  new  forms  of  reports  are  for  the  (lurpose  of  giving  more  detailed  information, 
and  in  many  cases  it  requires  almost  twice  as  much  time  to  fill  them  out  as  it  did  to 
fill  out  the  ones  formerly  in  use.  Then,  too,  employees  are  required  to  report  many 
matters  that  formerly  no  note  was  made  of.  This  greatly  increased  mental  strain 
upon  employees  has,  I  t)elieve,  caused  many  of  them  to  overlook  some  important 
part  of  their  work,  for  which  they  were  discharged  or  suspended. 

I  believe  tliis  tendency  to  pile  so  much  clerical  work  upon  employees  is  wrong, 
and  the  overtaxed  minds  of  trainmen,  actually  engaged  in  tlie  movement  of  trains, 
should  be  relieved  by  taking  from  them  all  clerical  work  which  can  be  done  just  aa 
well  by  office  clerks  whose  minds  are  not  burdened  with  the  responubility  of  the 
safe  handling  of  our  freight  and  passenger  trains. 

I  believe  there  should  be  legislation  requiring  railroad  companies  to  allow 
employees  accused  of  any  offense  to  see  and  hear  ail  evidence  against  them;  and, 
if  ifiscnarged,  lo^ve  them  in  writing  the  specific  reasons  therefor. 

BlacklitCing. — The  present  plan  of  blacklisting  is  carried  on  by  private  correspond- 
ence between  the  company  from  which  the  man  seeks  employment  and  his  former 
employers.  While  this  plan  is  somewhat  different  from  that  in  use  some  years  ago, 
I  believe  it  is  quite  as  enective,  if  not  more  so.  It  is  generally  done  in  this  way: 
The  man  seeking  emploj^ent  is  required  to  Ull  out  a  bmnk  form  prescribed  by  the 
employer,  on  which  he  gives  his  name,  age,  and,  in  detail,  his  personal  description, 
ana  in  some  cases  must  give  his  photograph.  He  must  also  give  the  names  of  all 
roads  he  has  worked  on  for  a  certain  number  of  years,  and  the  cause  for  leaving  the 
same.  With  this  information  at  hand,  the  employer  writes  to  the  former  employers, 
and  if  their  reference  is  not  satisfactory,  he  is  not  given  employment  On  these 
blank  applications  for  employment  men  are  required  to  answer  many  other  ques- 
tions, to  which  they  must  make  oath;  and  I  know  of  one  road  on  which  ttie  train- 
master's chief  clerk  is  a  notary  public,  and  administers  the  oath  to  the  applicant, 
an<t  charees  him  50  cents  therefor.  This  same  company  also  requires  the  applicant 
to  pay  a  lee  of  $1  for  a  medical  examination,  providing  he  is  accepted  as  an  employee. 
I  submit  a  copy  of  the  above-described  form: 

JTorm  list  C.T.] 

The Btulrood  Company. 

Iiatnuiion*. — All  appKcalionB  for  employment  as  agents,  operators,  engineers,  flre- 
luen,  engine  dispatchers,  conductors,  brakemen,  tram  haggage  men,  yard  masters, 
'  oorietant  yard  masters,  switeh  tenders,  signal  men,  lower  men,  crossing  flagmen,  gate- 
men,  and  such  other  employees  aa  may  be  designated  by  the  general  superintendent, 
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must  be  made  by  the  Applicant  himself  in  daplicate'on  this  bluilc  and  sworn  to  before 
a  notary  public.  The  applicant  will  then  report  to  the  company's  surgeon  to  have  his 
nijjht  and  hearing  tested,  and  when  position  applied  for  w  ■-  *■■■"  ""~ —  •"■-  — 
switching  service,  for  b  physical  examination  also.  " 
examinations  will  report  result  of 
report  to  the  emploving  ofiicer  and  the  other  to*  be  retained  by  examining  aurgeon. 
A  fee  of  |1  will  be  cnarged  for  making  such  examinations,  and  the  eaaie  will  be  paid 
by  the  companv,  unless  the  applicant  is  acx«pted  aa  an  employee,  in  which  case  the 
amount  of  tne  lee  will  be  deducted  from  his  wages. 

NOTK. — When  this  application  blank  is  properly  filled  out  and  sworn  to,  the  appli- 
cant may  be  allowed  to  enter  the  service  on  probationj  provided  there  is  need  for  nis 
services  and  he  has  passed  a  satisfactory  examination,  but  it  must  be  distinctly 
understood  that  before  he  can  be  considered  an  accqded  employee  the  written 
approval  of  the  employing  officer  must  be  obtained. 


Railroad  experience,  ~- 


APPUCATION   r 

1.  Name  in  full, .    A, 

2.  Date  of  birth, .    Place  of 

3.  Height, ft. inches;  form, ;  weight,  — 

hair,  ;  eyes,  ;  nose,  ;  hwr  on  face 

eyes, ;  size  of  eyes, .    Biemarka:  . 

4.  Name  of  wife,  if  living  (if  unmarried,  so  state),  — 
street,  and  number), . 

5.  Name  of  bther  and  mother,  if  living, , 1  residence 

(city,  street,  and  number),     ' 

6.  If  unmarried  and  parents  are  not  living,  name  and  address  of  nearest  relative, 

7.  Names  and  addresses  of  any  persons  dependent  on  you  for  support  or  to  whose 
support  you  are  contributing, . 

8.  By  whom  employed  at  present?  —. ;  where? ;  No. ,  Street, j 

town  or  city, ;  State  or . 

In  what  capacity  are  you  employed? . 

9.  Why  did  you  leave  your  last  place? 

10.  State  what  railroacl  experience  you 
capacity  employed,  length  of  service  on  each  road.    If  voti  have  not  pravionsly  been 
employed  by  a  railroad  company,  state  by  whom  ana  when  and  where  you  w 


— ;  residence  (city, 


i  roads,  in  what 


Datoi. 

Employed  «. 

In  urvlce  ol  flnn    Under  mviuer  or 

n™- 

To- 

A.^ 

Addnaa. 

ing. 

1 

11.  Whom  do  yon  wish  notified  in  case  of  injury?    - 

12.  Have  you  ever  been  injured?    It  so,  when?    — 
.    And  extent  of  injuneeff    . 

13.  Have  you  now  or  diil  you' ever  have  any  litigatio 

14.  Have  you  ever  been  in  the  employ  of  the 

If  so,  state  when,  in  what  capacity,  on  wfii 

15.  Do  you  use  intoxicating  liquors?    — 

16.  Have  you  ever  before  made  applicalic 
»  physical  examination?  If  so,  wnen7  - 
physician  was  examination  made?    


-.    Where?   

wilh  any  railroad  ci 


How? 
npany? 


17.  My  hearir^  is and  eyesight  — 


And  ^ 
and  I- 


!  you  accepted  or  rejected? 

-  able  to  distinguish  colors. 
(Hign  here) . 


State  of ,  Cbunlij  n/ ,  w.- 

,  being  first  duly  sworn,  says  that  he  is  the  applicant  name<i  in  the 

foregoing  application;  that  said  apptication  is  signed  by  him,  and  that  the  answers 


HEABIK08    BETOBE   THE    INDD8TRIAL   OOMMISaiON. 


Suba^bed  and  awoni  to  Iwtore  lue  this day  of ,  1 . 

,  Notary  Pubtie. 

I  hereby  acknowledge  rei?eipt  of  a  copy  of  the  rules  and  renulalionB  for  the  gov- 
ernment of  employees  of  the  operating  department  of  the  - — —  Railroad  Company 
and  all  amendments  thereto,  and  also  a  copy  of  the  current  time-table,  and  agree  to 
familiarize  mvBeif  with  and  observe  all  the  same  and  to  keep  advised  of  such  amend- 
ments to  said  rules  aa  may  be  hereafter  made,  and  have  nad  explained  to  me  the 
dangerous  nature  of  the  service  in  which  I  am  about  to  engage. 

Dated this day  of ,  1 . 

Sargeon't  certificaU. 

a  jxrtonai  eiftmlnaUon  by  tbe  compuiy's  nirgeoQ  at  ■ and 

ipprovpd  by  compuny's  oculist-l 

The  following  is  the  result  of  my  eiaminaUon  of  Mr. . 

[Tu  bv  signed  by  applicant  In  praen<-c  of  ciamlnet.] 

1.  When  placed  at  a  distance  of  (20)  feet  from  the  test  types,  the  last  (5)  letters 

read  correctly  by  the  applicant  are  right  eye (20)  left  eye (20) 

both  eyes  ■ ■ . 

2.  A.  The  applicant  selects  skeins  numbered  as  follows,  as  being  of  the  same  color 
afi  test  skein  A.    . 

B.  The  following  as  lx>ing  of  the  same  color  as  test  skein  B.     . 

C.  The  following  a:*  being  of  the  same  color  as  test  skein  C.    . 

3.  The  applicant  liearti  the  tick  of  a  watch  with  the  right  ear  at inches;  with 

the  left  earat inches.     For  ordinary  conversation  at  a  distance  of  twenty  (20} 

feet,  the  hearing  is (expressed  in  fractions). 

I  find  that  there  is  evidence  of  his  having  been  succeasfullv  vaccinated;  that  he  is 
not  Buffering  from  any  disease  or  disability  other  than  notea,  and  that  he  does  not 
manifest  any  evidence  of  an  abuse  of  intoxitating  liquors. 

I  hereby  certify  that,  having  examined  hiiu  for  defects  of  vision,  color,  perception, 
and  hearing,  and  for  other  phyaicaj  defects,  1  find  him  {d^^^}  to  AH  the 
position  ol . 

Diwjualifying  defects . 

Defects  that  do  not  disqualify . 

Ken  larks: . 

Examined  by , 

Surgeon  at . 

Date  of  examination . 

[To  be  signed  by  BUi^con  making  the  eiamlnatioD.I 


(Reverse  side:)  Form  483  C.  T.  The Railroad  Co. applica- 
tion of lor  position  as  ;  dated ,  1 ;  employcii 

,  1 ;  approved .    This  indorsement  to  be  filled  out  and 

signed  by  employing  officer.    Memoranda . 

I  might  add  here,  this  is  the  form  used  by  the  road  on  vhich  the  train  master's 
chief  clerk  is  a  notary  public  and  administers  the  oath  to  the  applicant  for  employ- 
ment. This  roadhaa  no  "relief"  or  "hospital"  de|iartment.  but  still  it  requires  its 
employees  in  en^ne,  train,  and  switching  service  to  pass  a  pnysical  examination. 

I  have  been  told,  too,  by  men  who  sought  employment  from  this  company  that 
this  physical  examiiiation  is  so  rigid  and  searching  that  when  they  go  before  the  sur- 
geon tliey  are  required  to  strip  themselves  stark  naked. 

i  desire  to  call  the  commiwnoii's  attention  to  the  note  in  the  instructions  at  the  top 
of  this  applitation.    You  will  Hee  that  it  allows  the  applicant  to  enter  (he  service  "on 
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probation"  after  he  has  swom  to  the  application  blank.  ThU  is  for  the  purpoae  of 
pattinj;  a  man  to  vork  immediately  when  tbey  are  badly  in  need  of  his  service, 
without  waiting  to  hear  from  liie  former  employer.  How  I  call  your  attention  to  the 
following  remarkable  words  in  this  same  "note:"  "But  it  inuat  bediatinctly  under- 
stood that  before  he  can  be  considered  an  accepted  employee  the  written  approval  of 
the  employing  officer  muet  be  obtained."  It  is  by  tnese  words,  injected  into  this 
paper  tnat  the  employee  wsna,  that  they  get  the  aothority  to  dismiss  a  man  after 
they  have  heard  from  the  former  employer.  If  the  reference  is  not  eoitable,  the 
"employing  officer"  simply  withholds  his  "written  approval"  from  the  "applini- 
tion  blank,    and  the  employee  is  therefore  dropped  from  the  service,  . 

By  this  plan  men  are  sometimes  given  work  and  permitted  to  remain  in  the  arrvice 
Bometimee  as  long  as  two  months,  and  are  then  discharged. 

You  will  see  by  this  that  although  this  paper  says  they  are  not  "accepted"  em- 
ployees, men  have  been  hired  into  the  service  and  performed  aj^ual  work  for  quite  a 
period  of  time,  and,  to  put  it  in  its  true  light,  were  discharged  for  no  other  reason 
than  that  the  tetters  written  by  their  former  employers  were  not  satisfactory. 

The  greatest  objection  to  this  application  ia  the  reference  feature,  which  enables 
the  former  employer,  if  he  is  so  disposed  (and  a  great  many  of  them  are),  to  keep  a 
former  employee  from  obtaining  employment  elsewhere  by  carrying  on  private  cor- 

tiim  by  the  former 

be  BO  great;  but  he 

e  not  good  and  he 

nemployee;"  and  he  goes  t"  " '  ' 


employment  with  a  companj-  which  operated  a  relief  depArtment  in  which  emplovi'** 
were  compelled,  as  aconditionof  employment,  to  participate,  and  which  reqnire<ithc 


employee  to  pass  a  medical  examination,  and,  althot^h  the  physician  who  examined 
him  told  him  that  he  had  passed  a  good  examination,  after  hia  former  employer  had 
be^n  heard  from  he  was  told  by  the  yard  master  that  his  medical  examination  was  not 
satisfactory  and  he  could  not  be  retained  in  the  service.  Thiastatementmadeby  the 
yard  master  was  untrue,  and  further  proof  of  its  falsity  was  shown  by  the  fact  that 
this  same  man  afterwards  entered  tne  employ  of  this  same  company  and  passed 
a  ratisfactory  examination  for  its  relief  department,  the  only  difierence  lieing  that 
he  went  to  work  on  another  division  of  the  road.  Men  have  traveled  from  one  part 
of  the  country  to  another,  but  still  the  former  employer  has  by  this  secret  plan  kept 
them  from  obtaining  employment  in  nulroad  service,  although  it  may  be  that  these 
men  have  been  gnU^  of  no  wrong,  have  not  broken  any  rules  of  the  company,  have 
not  cftosed  any  accident  or  the  loss  of  any  property,  but  have  only  exerdsed  their 
right  to  leave  the  service  rather  than  submit  to  some  wrong  that  was  being  imposed 

.         ^  1  applicant  to  say 

whether  or  not  he  has  ever  had  any  litigation  with  anv  railroad  company.  The  rea- 
son, apparent  to  me,  why  a  railroad  company  should  ask  this  question  is  to  create 
a  f^  in  the  minds  of  employees  that  if  they  institute  damage  suite  against  their 
employers  it  will  act  as  a  hindrance  to  (heir  obtaining  employment  on  other  roads. 
The  lawa  of  the  land  give  the  people  the  ri^ht  to  seek  rsdrese  through  the  courts,  and 

1__.  _:■ — J r. 1__ !.-_  1 :_;...^  through  the  negligence  of  a  railroa  ' 

I  think  such  a  question  In  an  applio 

.jplicant  to  make  oath  to  his  applicatioi 
This  is  objected  to  on  moral  grounds.  There  are  times  and  circumstances  which 
make  it  neccasary  to  place  men  under  oath  to  get  the  truth,  and  I  am  a  Arm  believer 
in  its  use  on  extraordinary  occasions,  but  X  believe  the  more  limited  we  are  in  its 
use  the  more  solemnity  attaches  to  its  taking,  and  therefore  good  results  can  be 
expected :  but  if  it  is  to  be  made  common  use  of,  the  reverence  now  shown  it  will 
gradually  grow  leeB,and  thereby  its  usefulness  will  be  impaired.  And  I  can  conceive 
of  no  one  influence  that  would  contribute  more  to  this  result  than  these  actions  of 
our  railrmid  companies  in  using  the  oath  as  an  instrument  to  keep  bread  and  butter 
out  of  the  mouths  of  the  families  of  the  unfortunate  employees  who  are  looking  for 
employment,  for  they  have,  through  their  secret  plan  of  blacklisting,  deprived  men 
of  the  chance  to  earn  a  living,  and  1  might  say  almost  compelled  them  to  first  make 
false  statements  and  then  muie  oath  to  their  trathfulnese  in  order  to  secure  employ- 
ment. The  moral  effect  of  snch  a  system  is  to  be  deplored.  I  say  this  with  all  respect 
to  the  boiuir  and  intf^ty  nt  the  railroad  employees  of  the  country.    There  ia  no 
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clase  more  f^thful  than  they,  and  none  upon  whom  more  dependence  can  be  placed; 
but  they  ara  only  human,  and  they  must  either  eee  their  families  want  or  meet  this 
condition  by  swearing  to  a  taHae  statement. 

When  this  plan  of  reference  was  firet  put  into  use  by  the  railroad  companiee,  the 
officeis  of  the  roads  eaid  it  was  only  to  be  nsed  to  eet  rid  of  that  class  of  employees 
who  would  work  only  a  short  time  in  one  place  and  would  become  intoxicated  every 
pay  day  and  quit  their  jobs  and  go  to  some  other  road,  leaving  their  debts  unpaid. 

Ap  this  clase  of  men  was  as  untavorable  to  theee  organizations  as  it  was  to  the  rail- 
road companiee,  no  great  objection  was  made  by  them  at  first,  although  it  was  sus- 
picioned  that  the  plw»  was  never  intended  to  stop  where  ilaoriginatorb  said  it  would; 
and  it  was  only  a  short  time  until  these  predictinna  were  verified.  It  was  soon  used 
against  gOod  men,  simply  to  eratify  the  miads  of  unscrupulous  officers,  and  so  unre- 
lenting have  they  been  in  applying  this  system  that  they  have  driven  men  to  despeia 
tion.     As  an  evidence  of  this  fact  I  submit  to  you  the  following  editorial,  taken  fron 


"TostigmatLzeaperBOn  aa  untrustworthy,  to  place  his  name  on  record  for  the  gen- 
eral information  of  those  seeking  a  knowled^  of  his  reputation  as  a  workman,  or  as 
anything  else,  for  the  purpose  ot  branding  him  as  an  untrustworthy  or  even  danger- 
ous person,  is  to  blacklist  nim.  In  the  past  few  months  the  force  oc  this  most  potent 
weapon  ot  capitalism  has  been  felt  aa  never  before.  While  it  may  be  an  easy  way  to 
dispose  of  thematter,  for  many  of  those  who  are  in  a  poeition  to  know  something  of  ite 
workings,  todismiss  it  with  a  laugh  and  the  statement 'There  is  nothing  in  it,' the  stub- 
bom  fact  remains  there  isaomethinc  in  the  blacklist,  and  it  ia  preventing  many  ^;ood, 
reliable  men  (whose  only  fault  is  tney  struck,  as  they  believed,  for  what  was  right) 
from  obtainingworkat  any  employment.  To  discover  and  to  prove  a  discovery  of  the 
existence  of  t£is  gigantic  system  of  blackmail  as  it  ia  being  enforced  at  this  time  are 
two  different  things.  While  there  is  no  room  for  doubt  in  the  minda  of  workingmen 
(who  have  sinned)  of  the  existence  of  such  a  plan  to  drive  them  off  the  earth,  they 
seldom  if  ever  secure  the  necessary  evidence  to  prove  what  they  know  to  be  true. 
Since  the  strike  of  last  summer  the  man  looking  for  raXroad  work  who  can  not  salis- 
factorily  account  for  his  whereabouts  and  actions  during  that  time  by  proof  positive, 
furnished  by  a  railroad  company,  had  better  have  stood  still  and  waited  for  some- 
thing to  come  to  him,  for  he  has  not  been  able  to  find  it  in  looking  for  it.  Hid  pre- 
vious record  discharged  him  at  every  point  he  was  able  to  get  to  work  (few  enough 
in  number),  and  made  of  him  a  tramp  and  an  outcast  because  he  had  violated  a  cor- 
poration commandment  for  which  there  could  be  no  forgiveness  granted.  There  is 
no  crime  so  black,  no  criminal  so  far  beyond  pardon  as  the  man  who  has  brought 
himself  under  the  displeasure  of  united  capital  by  being  a  participant  in  a  strike.  It 
seems  pecaliar  that  this  offense  is  punishaDle  by  a  penalty  almost  as  harsh  aa  death 
itself.  It  condemns  a  man  to  wanaer  over  the  earth  in  a  hopeless,  discouragingefiort 
to  obtain  employment  which  he  can  not  be  nven  because  of  a  damnable  agreement 
between  the  managers  of  capital,  until  finallyf  in  deeperation,  he  takes  his  own  life 
rather  than  prolong  it  under  the  detestable  conditionB  of  living  as  a  tiamp.  To  bear 
out  this  statement  we  quote  this  news  item : 

'"Denvfr,  March?.— -i.  A.  Hamilton,  conductor  on  the  Atlantic  and  Pacific  until 
the  strike  of  last  year,  put  a  ball  through  his  head  thia  afternoon  at  the  American 
House,  where  be  had  r^stered  from  Cheverne.Wyo.  He  had  been  out  of  work  ever 
since  the  strike.  He  ran  a  train  out  of  Williams,  Arii.  Since  that  time  he  Iiad  tisv- 
eled  over  the  entire  West,  but  almost  evervwbere  he  hod  found  the  dread  blacklist 
ahead  of  him,  and  where  he  did  get  work  it  waa  only  for  a  day  or  two  until  employ- 
ers found  out,  and  then  he  would  receive  his  letters  of  dismissal  with  the  statement 
that  he  did  not  give  aatisfaction.  As  a  last  hope  be  wrote  to  his  old  train  maatpr,  and 
yesterday  received  a  letter  that  he  could  not  promise  anything  to  a  man  who  had 
teken  part  in  the  strike.' 

"This  is  one  instance  wherein  one  fugitive  from  corporation  wtath  has  in  despera- 
tion taken  his  life  to  escape  the  persecution  of  his  relentless  enemies.  How  many 
more  unfortunates  have  fallen  in  their  attempts  to  moke  a  living  can  not  be  known, 
but  it  is  safe  to  aay  the  case  of  Hamilton  is  not  an  isolated  one.  By  what  right,  legal 
or  moral,  can  a  corporation  or  combination  of  corporations  hound  a  man  to  his  grave 
for  the  awful  offense  of  quitting  his  employment?  Managers  of  corporations  wa^ 
war  againat  one  another,  yet  they  do  not  presume  to  refuse  to  do  busineee  when  it  is 
neceaary.  There  is  no  stem  refusal  on  their  part  because  some  one  of  their  own 
clique  has  ^ven  tiiem  the  worst  of  a  bargain.    Men  make  mistakea  and  are  generally 
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the  better  for  the  esperienoe.  Railroad  men  are  liuman,  impulsive,  &tui  perhftpe 
often  in  error,  bnt  that  gives  no  employer  a.  right  to  prevent  them  from  earnings 
livioK  Bome where  else.  A  moetcommendable  law  hax  been  introduced  in  the  Minne- 
sota leKJalature  looUng  to  a.  correction  of  thie  growing  evil.  It  reads:  'The  term 
"blacklistiQg"  shall  be  oonetmed  to  mean  the  entry,  pnvate  or  otherwise,  on  a  book 
or  books  of  record,  official  or  otherwise,  or  upon  a  private  or  public  bulletin  of  any 
nature  whataoever,  by  any  person  or  persons,  corporations,  firms,  orgaaizationa, 
associatioDa,8ocietiee  being  organited,  of  the  names  of  any  peraon  or  persons,  corpora- 
tions, firmSfOrRaiiizatioiis,iissmdalioii^orBQcietiea,  which  may  operate  in  any  manner 
to  debar,  hmder,  or  restrain  any  worklnemao,  laborer,  or  mechanic  from  procnring 
employment,  or  seek  to  require  or  compel  an^  workin^man,  laborer,  or  mediuuuc  not 
to  be  or  become  a  member  of  any  labor  oiganitation  within  this  State.'  Provimon  is 
also  made  against  watermarks  and  other  cipher  or  secret  writing.  The  bill  makes 
penalty  for  blacklisting  a  fine  of  not  to  exceed  $1,000  and  confinement  in  the  Stats 
prison  for  a  term  of  not  to  exceed  1  year.  The  measure  is  alt  right  and  ita  intents 
are  nnquestionable,  but  the  great  obstacle  in  the  way  of  its  etfectivenees  reets  in  the 
fact  that  proof  can  not  he  obtained  sufficient  to  secure  conviction.  Men  may  be 
reasonably  certain  their  surmises  are  correct  and  etill  lack  the  necessary  evidence  to 
subHtaotiate  their  beliefs.  The  question  of  record  is  a  broad  one  in  its  own  way.  No 
man  can  ask  for  a  recommendation  unless  he  has  it  honestly  coming  him,  and  for 
him  to  get  behind  the  scenes  and  explore  private  matters  is  impossible.  If  companies 
persist  in  following  up  the  practice  of  blacklisting,  a  law  efiectually  prohibiting  its  use 
will  be  verj;  difficult  to  enforce.  We  wish  it  were  otherwise  and  the  infamous  system 
of  blackmail  laid  away  forever." 

The  Journal  has  truthfully  said,  "The  case  of  Hamilton  is  not  an  isolated  one." 
Whilelamnotable  togive  thecommlBBionanydataas  to  cases  exactly  like  this  one, 
I  know  of  cases  where  men  had  been  hounded  over  the  country  by  their  former 
employers  and  kept  out  of  employment  until  they  became  desperate,  and  traveled 
miles  back  to  their  old  anperintendents  and  threatened  their  lives  if  the^  did  not  cease. 

It  is  not  my  desire  to  be  sensational  in  this  matter,  and  I  hope  I  wdl  be  correctly 
understood.  As  I  nndezstaod  it,  the  commission  wants  the  facts,  and  I  believe  it  is 
my  duty  to  give  them  to  you,  and  let  you  know  how  the  ranployees  feel  about  this 
qneetion. 

As  to  the  feeling^  of  the  employees,  I  can  express  it  no  better  than  does  tiie  follow- 
ing resolution,  which  was  pessea  by  a  large  union  meeting  of  the  organised  railroad 
employees  at  San  ^tenio,  Tes.,  September  9,  1896: 

Wnereas  the  system  of  blacklisting  discharged  employees  is  in  direct  conflict 
with  the  spirit  and  intent  of  the  principles  upon  which  this  Government  is  founded, 
and  is  glanngly  nnjuet:  Therefore,  be  it 

"Raolvtd,  That  we  demand  such  legislation  as  will  forever  prohibit  blacklisting." 
(Railway  CTonductor  for  October,  1896,  p.  612.J 

To  say  this  practice  has  become  unbearable  is  only  te  put  it  fairly,  and  I  hope  this 
commission  will  be  able  to  surest  some  legislation  that  will  stop  it  Many  Btatas 
have  passed  laws  against  blacklisting,  and  the  national  law  parsed  by  Congress, 
approved  June  1,  1^,  makes  it  a  miMemeanor  for  any  employer  to  attempt  or  con- 
spire to  prevent  a  former  employee  from  obtaining  employment;  but  these  laws  are 
all  evaded  by  this  system  of  private  correspondence  between  the  officers  of  the  roads. 

As  a  suggestion  for  legislation  on  this  qnestion,  1  would  say  I  believe  there  should 
be  State  and  national  Taws  forbidding  any  railroad  company  from  furnishing  any 
record  of  any  employee  to  any  other  railroad  company,  either  by  private  letter,  tele- 
gram, or  by  express,  or  any  other  way. 

I  would  also  recommend  that  the  postal  laws  be  so  amended  as  to  prohibit  the  use 
of  the  mails  for  carrying  on  such  correepondence.  Then  I  think  Congress  should 
pass  a  law  prohibiting  the  transportation  of  such  records  from  one  State  or  Territory 
into  another.  When  we  stop  to  think  how  effectual  such  laws  were  in  breaking  up 
the  Louisiana  Lottery,  they  are  worthy  of  a  trial  in  attempting  to  break  op  such  an 
unjust  system  as  this  one. 

imynctions. — Borne  yean  asp,  daring  a  strike  on  the  Toledo,  Ann  Arbor  and  North 
Michigan  Railroad,  Federal  Judges  Ricbs  and  Taft  issued  injunctions  against  employ- 
ees, requiring  them  to  do  certain  work  asainst  their  will. 

Some  time  after  this  Judge  JenkinSj  ot  the  Federal  court  of  Wisconsin,  mjoined 
employees  of  the  Northern  Pacific  Railroad  from  quitting  the  service  in  a  way  that 
would  hinder  the  operation  of  the  road.  This  whs  practically  compelling  them  to 
work  against  their  will,  for  it  must  be  understood  tnat  no  considerable  number  of 
men  could  quit  the  service  together  without  such  action  hindering  the  tqientiim  of 
the  road.  _, 

t6A 2  r  ■  -.zuJuCjOOt^le 


18  HEABmOS   BBFOB^   THE   INDUBTBIAL   0OMMIB8ION. 

This  Tutntining  order  van,  hovever,  modified  by  a.  higher  coart  eo  as  to  allow  the 
employees  to  quit  if  thev  desired  to  do  bo,  but  it,  like  thoee  of  Jadgea  Ricka  and 
Taft,  was  bo  radical  and  sweeping  that  great  protests  were  made  by  the  railroad 
emplovees  all  over  this  country,  and  much  adverse  criticism  n-as  indulged  in;  and 
from  tiiat  time  up  \satil  the  present  day  there  has  been  a  growing  sentiment,  amiing 
not  only  railroaa  employees  Diit  other  classes  of  labor,  that  their  liberties  are  being 
encroached  upon  and  gradually  taken  away  by  our  courts.    This  feeling  has  not 

Srown  up  without  a  good  reason,  for  the  Ricks  decision  seemed  to  fumish  a  prece- 
ent,  ana  from  that  time  on  there  has  hardly  been  a  strike  of  any  importance  in 
which  the  judicial  hand  has  not  been  felt  by  the  workingmen.  This  has  not  been 
confined  to  any  one  clas  of  jud^,  for  we  find  the  jud^,  from  the  Federal  courts 
down  to  the  countv  courts,  issumg  injunctions  reetrainmf^  emploveee  from  holding 
meetings  or  assemSling  on  the  puDlic  highways,  and  forbidding  t^em  from  going  to 
the  homes  of  the  employees  who  have  taken  their  places  to  induce  them  to  quit 
work,  and  many  other  things  that  mi^ht  be  mention^. 

The  Witness.  I  would  like  to  say  nght  there  that  a  judgaof  the  supr^ne  court  of 
the  State  of  New  York  the  other  day  issued  an  injunction  restrainmg  the  cigar- 
makers'  union  from  paying  strike  fundsi  to  certain  members  who  are  on  a  strike.  I 
got  tbat  From  the  New  York  papered  two  or  three  of  them. 

Q.  (By  Mr.  A.  L.  Harris,}  And  restraining  them  from  picketing? — A.  That  wan 
inctnded  in  the  reatraining  order.  There  were  several  things  they  were  restmined 
from  doing.  I  mentioned  tliat  because  it  is  another  step  farther  on  the  liberties  of 
worldnffmen. 

Q.  (By  Mr,  CLABKt)  Do  you  know  whether  or  not  any  members  of  the  union 
who  had  contributed  to  that  fund  were  petitioners  for  the  injunction? — A.  No;  I  do 
not    The  papers  that  I  saw  this  in  did  not  contain  anv  such  information  as  that 

(The  reading  of  the  paper  was  continued  as  follows:) 

There  is  no  one  question  that  has  received  more  attention  and  caused  more  prot«e- 
tationa  by  the  railroad  employees  than  has  this  glaring  abuse  of  power  by  the  judi- 
dal  branch  of  our  Government.  It  has  been  the  subject  of  diacuaaion  in  theirmect- 
iogB,  secret  and  public,  and  the  various  magazinea  of  the«e  organixations  contain 
manv  articles  condemning  it  That  the  commission  may  know  how  the  railroad 
employees  feel  on  this  question,  I  submit  the  foil  owing  resolutions  passed  by  them  in 
theiT  conventions  and  union  meetings;  also  a  few  editoriala  from  their  official  or^tans: 

[BcaolntlOD  ol  nnlon  laeeChig  of  organlied  railroad  employen  of  America,  hejd  at  New  York,  Mar 

We  strongly  condemn  the  action  of  Jui^  Jenkins  in  iBsnine  the  afsreasive  and 
un-American  writs  which  have  emanated  from  his  court,  and  applaud  andapprove  the 
etrwghtforward  and  fearless  manner  in  which  the  Committee  on  the  Judiciary  o(  the 
House  of  Representatives  have  laid  bare  such  Arrant  abuses  of  the  powers  and 
privil^ea  of  a  court  of  equity. 

We  view  with  intense  satisfaction  the  consistent  manner  in  which  Judges  Cald«-ell 
and  Reiner  have  given  labor  organizations  just  and  proper  recognition  in  the  courts. 
We  assert  that  the  time  baa  come  when  organized  labor  should  applv  a  power  which 
it  posseeaea,  and  which  has  long  lain  <lonnant,  by  discarding  entirely  political  altili- 
ation,  and  tiy  united  action  and  the  ballot  box,  and. upon  leeielative  lines,  exert  an 
influence  that  will  he  heeded.     (Railroad  Trainmen's  Journal  for  July,  1894,  p.  585.) 

tRcaolDtloD  ol  tbe  noond  biennial  ooaventlon  ol 
GalesbuiK,  IL 

Whereas  we  deem  this  a  fitting  time  to  express  our  opinions  on  some  of  the 
decisions  of  our  judiciary  in  respect  to  the  relations  of  capital  and  labor.  an<t  as  it 
appears  to  ua  that  there  is  sometning  radically  wrong  when  the  laws  of  our  i-oimtry 
can  be  so  construed  by  one  man  that  a  thousand  may  be  oppreeaed  to  the  benefit  of  a 
few;  Therefore,  be  it 

lUtolved,  That  the  Brotherhood  of  Railroad  Trainrnen,  in  convention  assembled, 
do  denounce  in  unmeasured  terms  the  infamous  decisions  of  Judgef  Ricks,  Jenkins, 
and  Dallas,  and  in  contrast  to  these  commend  the  one  crumb  of  jit.-<lice  anarded  In 
us  by  a  man  whom  all  fair-minded  men  admire,  namely,  Judge  Caldwell,  of  the 
eighth  judicial  circuit,  Arkansas;  and  be  it  further 

Haolved,  That  we,  the  representatives  of  30,000  trainmen,  do  hereby  pledge  our- 
selves to  support  for  office  only  such  men  aa  will  pledge  themselvee  toadminister  the 
laws  in  keeping  with  their  construction;  and  be  it  further 

Henolivd,  That  these  resolutions  be  sprea<l  upon  the  minutes  of  this  convention  and 
a  copy  sent  to  the  Aaaociated  Pr«aa.  (Proceedings  of  the  second  biennial  convention. 
Brotherhood  of  Biulroad  Trainmen,  p.  85.) 


TBANSPOETATION.  19 

[Seaolutkai  otonioD  meeting  of  OTEBalied  railroad  employeei  held  at  Bui  Antonio,  Tei.,  September 
S,18K.j 

Whereas  there  are  three  bills  now  pending  in  Congreae — viz,  the  contempt  bill,  the 
arbitrationbill,  and  the  FhillipBbill^which  are  intended  to  promote  the  beet  interests 
of  railroad  employees  enga^ea  in  interstate  traffic:  Therefore,  he  it 

RftUved,  That  we,  the  railroad  employees  of  Texas,  in  union  meeting  aaeembled, 
do  moBt  heartily  jndoree  the  said  bills,  and  reoueet  that  the  Senators  and  Congreffi- 
men  from  the  Lone  Star  State  sive  their  innuenc«  and  support  to  the  aforesaid 
(Railway  Conductor  for  October,  1896,  p.  612.) 

imployewal  UcKea  Rooki,  Pa.,  Sep- 


Revived,  That  we,  the  membera  of  the  Brotherhood  of  Locomotive  Engineers, 
Brotherhood  of  Locomotive  Firemen,  Order  of  Railway  Conductors,  Order  of  Rail- 
road Telegraphers,  and  Brotherhood  of  Railroad  Trainmen  of  western  Pennsylvania, 
in  joint  meeting  here  assembled,  denounce  government  by  injunction  and  believe 
that  by  it  our  liberties  are  being  gradually  taken  away  from  us,  and  we  demand  of 
Congreag  that  some  limit  be  placed  on  the  power  of  Feaeral  judges. 

rReaolutton  of  Btate  leglilatlve  board  of  railroad  cmplnyeesot  Peaiui'lvanla,  paaiedatScranlon,  Pa., 
September  23, 1SBT.] 

WhereaB  we  view  with  alarm  the  arbitrary  interference  of  Federal  judicial  authori- 
ties in  local  attain,  and  denounce  it  as  a  violation  of  the  Constitution  of  the  United 
States  and  a  crime  against  free  institutions,  and  we  especially  object  to  government 
by  injunction  as  a  new  and  highly  dangerous  fonn  of  oppression  by  which  Federal 
judges,  in  contempt  of  the  laws  of  the  States  and  rights  of  citizens,  become  at  once 
WiHlatore,  judges,  and  executioners;  and 

Whereas  a  bill  passed  at  the  last  regular  session  of  the  United  States  Senate  rela- 
tive to  eoDtempts  in  Federal  courts  and  providing  for  trials  by  jury  in  cert^n  cases 
of  contempt:  Therefore,  be  it 

Resolved,  In  convention  assembled  of  the  State  legislative  board  of  railroad  em- 
ployees of  Pennsylvania,  held  in  the  city  of  Scranton,  Pa.,  September  23,  18:97,  we 
do  respectfolly  urge  and  pray  the  speedy  passage,  at  the  next  regular  session  of  Con- 
gress, of  the  above  referred  to  bill,  or  a  -bill  siniilar  in  character,  ao  as  to  restrict  the 
Federal  judges  in  caeeaof  contempt;  that  the  spirit,  as  well  as  the  letter  of  tlie  Consti- 
tution of  the  United  States  shall  be  fully  preserved  to  the  people,  and  that  the  great- 
eat  liberty  and  freedom  consistent  with  the  common  good  ot  all  shall  be  enjoyed  as 
was  intended  by  our  forefathers,  and  by  them  bequeathed  to  us,  their  descendants; 
and  be  it  further 

Jiemjlved,  Thatthis  boardTecommend  each  lodgeanddivisionof  railroad  employees 
in  the  Stale  to  appoint  a  committee  to  obtain  the  names  and  signatures  of  each  citi- 
zen who  loves  liberty  and  a  republic  above  a  eelflsh  greed  of  gam  to  a.  petition  to  the 
next  Congress  of  the  United  States  pertuning  to  tbiu  subject;  and  ba  it  further 
.  Setohea,  That  the  honorable  president,  the  honorable  vice-president,  and  the  hon- 
orable secretary  of  this  board  ho  hereby  constituted  a  committee  to  confer  with  the 
railroad  legislative  boards  of  sister  Stales  and  Territories  and  urge  them  to  likeaction 
in  the  premises,  and  also  to  solicit  the  cooperation  of  all  organized  labor  bodies  to 
unite  with  us  in  petition,  to  the  end  tbatauniformitvof  action  may  be  taken  through- 
out the  United  States  in  this  matter;  and  be  it  turtner 

RmAved,  That  the  president  appoint  a  committee  of  Ave  to  prepare  a  suitable 
form  or  head  to  a  peUtion  to  be  sent  each  lodge  and  division  in  this  State.  (Pro- 
ceedings of  Biennial  Convention  of  State  Legislative  Board,  p.  46.  ] 

fRenluUon  of  the  aectRid  biennial  convection  of  the  OKlcr  of  Railroad  Telegraphen,  pancd  at 
Peoria,  111.,  Majr  25,  ISW.] 

Whereas  we  view  with  alarm  the  arbitrary  interference  ot  Federal  judicial  authori- 
ties in  local  ^fairs,  and  denounce  it  as  a  violation  of  the  Constitution  of  the  United 
States  and  a  crime  against  free  institntions,  and  we  especially  object  to  government 
b^  injunction  as  a  new  and  highly  dangerous  form  of  oppression  by  which  Federal 

fudges,  in  contempt  of  the  laws  of  the  Klates  and  rights  of  citizens,  become  at  once 
^uilators,  judges,  and  executioners:  Therefore  Tie  it 

lleto/tied,  That  the  Order  of  Railniiul  Telegrapher",  in  convention  assembled  in 
the  dty  of  Peoiia,  IlL,  May  23,  ISUIJ,  do  respecllully  urge  and  pray  that  Congress 
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pan  a  law  ao  as  to  restrict  the  Federal  judges  in  cases  of  contempt;  that  the  spirit  ai 
well  aa  the  letter  of  the  CooBtitation  of  the  United  States  ehall  be  fully  preserved  to 
the  people,  and  that  the  greatest  liberty  and  freedom  coneiBteDt  with  the  common 
good  of  all  shall  be  enjoved,  aa  was  intended  by  our  forefatiters,  and  by  them 
bequeathed  to  us,  their  dEecendants.  (Supplement  to  the  Bailroad  Telegrapher, 
July,  1899,  p.  13B.) 

[Editorial  from  Railroad  Tnlamen'a  Joarnal  for  Julr,  lS)S.p.Hl.) 

•  *  "  The  most  dangerona  question  which  confronts  the  country  and  the  people  of 
to-day  it  the  one  question  of  theencroachmentof  capital  on  the  rights  of  labor  and  the 
assistance  given  capital  by  an  ever-wiilingjudiciary,  eager  to  construe  the  statutes  in 
favor  of  corporations  and  a^nst  labor.  This  is  a  question  which  our  next  Congress 
will  havetogivealltheconsideration  which  the  gravity  of  the  situation  demands.  If 
the  fault  is  in  the  laws,  then  let  them  be  raodifi^  or  repealed  altogether,  and  if  the 
fault  is  in  the  misinterpretation  of  them,  then  let  the  intepreters  be  removed.  labor- 
ii^ men  wonld  rest  easier  under  adecisian  founded  upon  the  true  intent  of  a  law,  even 
though  the  decision  were  against  them,  than  they  ever  could  under  a  distorted  one, 
tiiough  the  condidons  were  more  favorable.  It  is  not  the  intention  to  have  decided 
as  rigntor  legal  the  placing  or  leaving  of  trains  or  engines  where  the  lives  and  property 
of  Uie  public  would  be  jeopardized,  but  the  right  to  ouit  when  proper  precautions 
have  been  taken  to  avoid  all  danger — without  Ming  held  and  punished  as  a  deserter 
from  the  Army  or  Navy — iethenght  of  every  man,  and  he  should  be  given  that  right 
legally,  or  the  right  of  discharge  should  be  taken  from  corporations  unless  the 
employee  sees  fit  to  quit  Let  one  law  be  made  to  eovem  both  sides  of  the  question; 
let  eacn  receive  the  same  advantages  or  reverses.  It  is  true  that  the  decisions  have 
placed  the  employees  on  the  same  level  with  their  employeis,  but  of  what  use  would 
it  be  to  them  wiould  they  seek  redress  under  the  same  law. 

l^bor  has  been  the  unwilling  witness  of  man^  object  lessons  the  past  year.  It  has 
been  thedisgnstedspectatoratcourta  where  prejudice  overcame  justice,  until  patience 
has  ceased,  and  it  demands  that  wrongs  be  nghted  and  ttiat  laws  placing  men  on  the 
same  level  be  enacted. 

^Editorial  (ram  Railroad  rralnmeu'i  JoQnial  toi  October.  ISM,  p.  894,] 

*  •  *  Experience  has  bronght  the  opinion  that  the  power  of  the  courts  is  too 
fiti^reachii^  in  this  respect— that  it  is  too  arbitrarv.  It  is  against  the  American  idea 
of  fair  play  and  not  in  keeping  with  the  personal  freedom  of  action  which  is  one  of 
the  attributes  of  free  government  The  trial  of  the  A.  R.  U.  officers  under  the  charge 
of  contempt  of  court  furnishes  an  idea  of  what  power  the  court  can  assume.  Tnal 
by  jury  was  denied  on  the  same  grounds  that  the  bench  has  taken  in  regard  to 
injuncuons  and  strikes,  and  which  is  far  from  popular  with  the  (treat  body  of  the 
people.  The  courts  have  taken  to  themselves  power  and  jurisdiction  that  threaten 
the  personal  liberty  of  every  inhabitant  of  the  United  States.  There  is  crying  need 
of  legislation  taking  from  ttie  courts  the  power  of  judging  arbitrarily  the  limit  of 
personal  action.  Government  by  injunction  is  not  good  government,  and  must,  in 
the  interest  of  general  safety,  give  way  to  government  by  law.  There  is  great  dissat- 
isfaction of  the  people,  and  there  will  continue  to  be  as  long  as  they  know  there  are  . 
defects  in  the  law  and  its  administration.    *    *-    * 


[Editorial  trom  the  Baltrosd  Trainmen's  Jonmal  far  September,  1BV7,  p.  8S0.| 

The  injunctions  issued  by  the  judges  of  West  Virginia  have  aroused  the  indig- 
nation of  men  the  country  over,  and  the  expression  coming  from  them  is  anything 
but  complimentary  to  the  jurists  who  have  oivraced  their  profession  at  the  man- 
dales  of  the  coal-mine  ownere.  The  right  of  free  speech  as  guaranteed  by  the 
Constitution  has  been  taken  away  by  the  bench,  and  the  action  has  been  so  high- 
handed and  utterly  outrageous  that  every  sense  of  decency  rebels  at  the  ruling  of 
the  toola  of  the  corporations.  The  people  of  the  Unit«i  Slates  are  about  on  the  point 
of  proteetjng  against  the  sweeping  assumption  of  authority  by  the  bench.    *    *    * 

[Editorial  Irom  the  Ballvar  Conductor  for  September.  IBM,  p.  Mi.] 

•  •  •  The  courts  are  working  the  injitnction  overtime,  and  If  they  do  not 
moderate  their  devotion  to  this  latest  discovery  in  the  science  of  legalised  tyranny 
tliey  may  be  made  to  suffer  for  some  portion  at  least  of  the  crlmea  they  have  com- 


TBAITBPOBTATION. 

le  Railway  Conductor  for  Ntireoiber,  18(6.  p.  7«.l 


fldaryof  the  most  draetic  injunction  yet  iceuedDy  toe  Fedenlconrta.  Thiact 
is  a  member  of  the  wire-nail  trust,  and  when  its  employees  went  on  aatrike  the  wfaole 
force  of  the  combination  was  brought  to  bear  b>  secure  the  aid  of  the  courts  in  keep- 
ing the  strikera  in  enbiectioD.  In  response  to  the  demand  thus  made^  Judge  Ham- 
mond, of  the  United  States  drcuit  court,  issued  an  imunction  which  vutualiy  makes 
it  unlawful  for  the  employees  to  talk  to  each  otber  about  strikee.  According  to  the 
published  synopoes  of  tnis  document  the  striker  must  not  interfere  with,  obstruct,  or 
stop  anjr  of  the  Dusiness  of  the  company  or  its  agents,  aervants,  or  emplovees  in  any 
of  its  works  an^ywhere;  he  must  not  enter  upon  the  companT'e  grounds  lor  the  por-. 
pGoe  of  interfermg  therewith  in  an^  mamier;  hemustnot  compel  of  induce  or  att^pt 
to  compel  or  induce  by  threat,  intmudation  or  peraaadon,  force  or  violence,  any  of 
the  employees  to  refuse  or  fiul  to  perform  their  duties;  hemust  not  congregate  forthe 
purpose  of  intimidation-  he  must  not  poet  pickets  or  eetabliBh  a  patroli  he  must  not 

go  "fdnglj' or  collectively"  to  the  homee  of  CO ' *     ■■  • 

mtimjdabon;  he  must  not  threaten  in  any  n 
employees  at  their  homes.     When  taken  by  tl 

vonld  be  accepted  without  question,  but  when  .  _  „_    

initibiUtm  it  at  once  becomes  apparent  that  the  purpose  of  the  court  was  to  leave  Ute 


e  the  injunction  verv  car^lly  adds  "  for  put|>oeee  of  intimidation,"  when  it 

forbids  the  oongr^;ating  oi  Uie  strikers,  but,  since  it  is  left  for  a  hostile  court  to 
determine  in  every  case  what  that  purpose  is,  the  right  of  peaceful  assembly  must  be 
a  dead  letter  to  those  men.  This  despotic  mvasion  of  the  constitutional  rights  of 
freedom  should  open  the  eves  of  honest  men  erervwhere  to  the  dangers  which  must 
attend,  every  invasion  of  ttiose  rights,  no  matter  now  specious  the  reasons  given  for 
that  invasion  may  be.  All  who  believe  in  our  form  of  government  and  hope  for  fta 
perpetuity  have  a  vital  interest  in  this  great  wrong  and  should  make  common  cause 
against  it.  The  injunction  in  question  snonld  be  cnallenged  in  the  courts  as  was  the 
one  isBQed  by  Judge  Jenkins  against  the  Northern  Pacific  employees  and  the  officers 
ot  the  rulnwd  brotherhood,  and  it  should  not  be  allowed  to  reet  until  the  last  conrt 
of  t^ort  has  been  reached.  The  right  of  free  speech  is  not  yet  dead.  The  courts 
are  growing  constantly  bolder  in  their  invasions  of  the  domain  supposed  to  have  been 
aet  apart  for  the  Imslative  departments  of  our  Government,  and  not  another  session 
of  Congress  shoultf  be  allowed  to  pass  without  the  enactment  of  such  legislation  as 
will  forever  restrict  tbem  to  their  proper  sphere  ot  action. 

[Bdltortal  from  the  Brotherhood  of  LooomoUve  Bngtoeen  Jonnul.  Beptember,  18BS,  p.  7W.] 

*  *  *  We  do  not  understand  that  "  curbing  "  means  taking  away  anv  rightful 
authority,  in  the  light  of  the  present  age  of  moral  and  intellectual  thougnt,  which 
mideretuids  so  much  better  where  the  right  of  one  factor  of  our  social  oraanization 
ends  and  the  other  begins  than  was  conceived  in  the  past  The  ninth  Blue  Iaw  of 
the  New  Haven  Colony  says  "the  iod^  shall  determine  controversies  without  a 
jury,"  but  out  of  abuse  of  this  auuiontv  has  come  "curijing"  of  authority.  The 
most  exalted  opinion  of  a  citizen  cloaked  with  judicial  authority,  with  life  tenure  as 
the  means  of  purification  of  character  and  unselfish  purpc«e  to  lotlow  lines  of  abso- 
lute justice  without  bias,  has  been  shaken  to  the  very  foundation  by  decisions  that 
convey  to  tbe  mind  of  all  that  the  judge  rendering  the  decision  wasnot  impervious  to 
hvoritism^  bias,  and  pasion  that  moved  them  out  of  the  correct  line  of  tne  judicial 
functions  into  tiiat  of  personal  spleen  and  demagogery;  and  the  restrictions  wanted 
by  those  who  would  preserve  omerandpve  toevery  factor  of  society  eouality  under 
the  law,  which  guarantees  that  they  shall  not  be  deprived  of  liberty  witnout  trial  by 
jury,  is  to  restrict  the  possibility  of  snap  judgments,  which  are  the  products  of  pas- 
sion, spleen,  and  hvoritism,  backed  by  authority,  that  should  be  restricted  nnldl 
this  abuse  of  anthoritjr  finds  a  cure.    *    *    » 

The  misuse  of  judicial  authority  of  Judge  Jenkins  and  others  demonstrated  the 
necessity  for  some  legislation  restricting  the  scope  ot  their  authority.  •  •  •  That 
it  is  necessary  for  some  action  in  this  direction  there  is  no  question,  nor  can  there 
be  any  ijaestion  that  laboring  men  should  use  every  influence  they  possess  to  aseiat 
in  securmg  suitable  legislation  to  maintain  liberty  and  preserve  tbe  dignity  of  the 
court,  which  on  several  occasions  has  been  dwarfed  and  warped  into  a  powerful 
meaoB  of  fostering  personal  ends  and  selflsh  purposes.    •    >    * 
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IS  of  the  laboring  claseeB  themselves,  and  having  peraon- 
Is  of  them  and  heard  tlielr  individual  opiniona  on  thitt 

?ueetion,  I  am  safe  in  saying  that  tlie  papers  an  here  quoted  are  not  exaggention. 
[  it  is  thoughttheee  criticisms  are  too  severe,  1  would  iuvilea  comparison  of  them  with 
the  expresBtona  made  by  some  of  our  great  publie  men  on  thu  subject,  including 
judgee,  attorney frgeneral,  Congressmen,  United  Staten  Senators,  and  the  governors 
of  several  of  our  8tat«e;  and  when  it  is  considered  that  in  one  case  the  expreasiona 
come  from  the  men  who  have  suffered,  and  in  the  other  from  those  who  are  not  so 
directly  interested,  I  believe  the  expressions  of  the  employees  will  be  considered 
corapwatively  moderate. 

Chief  Justice  McCabe,  of  the  sapreme  court  of  Indiana,  in  writing  on  the  anUect 
of  injunctions  in  the  Ohic^o  Times-Herald  of  September  19,  1897,  said:  "■•  *  * 
Yes;  I  am  inclined  to  believe  that  the  use  of  the  power  interferes  with  the  constitu- 
tional right  of  trial  bv  jury,  and  in  so  far  as  it  does  this  it  endangers  the  highest  and 
most  sawed  safeguanl  of  the  people    •    *    •," 

Judge  John  (iibhons,  of  the  circuit  court  of  Illinois,  in  the  same  paper,  said: 
"•  •  •  1  desire  to  say  that  in  my  opinion  there  is  a  danger  to-day  threatening 
the  very  existence  of  the  Republic,  as  gigantic  as  that  which  precipitated  the  rebcf 
lion  and  welt-nigh  wrought  the  ruin  of  our  Union.  Now  it  comes,  as  ever,  in  the 
seductive  guise  of  the  law  and  under  the  solemn  authority  of  the  court  •  •  •  In 
their  efforts  to  regulate  or  restrain  strikes  by  injunction,  they  are  sowing  dragon's 
teeth  and  blaiing  the  path  of  revolution    *     •    "." 

Judge  M.  F.  ISiley,  of  the  appellate  court  of  Illinois,  in  the  same  paper,  gave 
expression  to  these  words;  "*  •  •  Such  use  of  the  writ  oi  injunction  by  the 
courts  is  judicial  tyranny,  which  endangers  not  only  the  right  of  trial  by  jury,  but 
all  the  rights  and  liberties  of  the  citizens.    •    •    •    if  Congress  has  the  power  it 


should  promptly  put  an  end  to  'government  bv  injunction'  by  defining  and  limiting 
the  power  of^the  Federal  courts  m  the  use  of  the  writ    *    *    *." 

During  the  coa!  miners'  strike  in  1897,  on  the  question  of  injunctions,  Governor 
Sadler,  of  Nevada,  expressed  himself  as  follows: 

<'•  •  «  'jjie  tendency  at  present  is  to  have  committees  make  the  laws,  and  to 
havethecourtsenforcethemby  injunction,  both  of  which  methods,  in  my  opinion, are 
subversive  of  good  government  and  the  liberties  of  the  people  •  *  ".''  (Railroad 
Trainmen's  Journal  for  September,  1897,  p.  833.) 

On  the  same  question,  Governor  Jones,  of  Arkansas,  said: 

"•  •  *  Freedom  of  speech  and  of  the  press  is  inviolable  in  this  Government, 
and  we  should  not  tolerate  for  a  moment  any  encroachment  upon  this  sacred  right, 
judge  Jackson's  order  is  revolutionary,  and  if  upheld  by  the  Federal  Supreme  Court 
and  submitted  to  by  the  people  will  overturn  our  system  of  Government  and  dcNtroy 
our  liberties.  It  is  not  only  ill^[a1  and  nnadvisable,  but  is  such  an  act  as  calls  for 
his  impeachment  and  removal  from  his  office."  (Railroad  Trainmen's  Journal  for 
September,  1897,  p.  833.) 

Governor  Pingree,  of  Michigan,  expreated  himself  >n  these  words: 

"*  *  •  I  conader  government  by  injunction,  unless  stopped,  the  beginning  of 
the  end  of  liberty.  Tyranny  on  the  bench  is  as  obiectionable  as  tyranny  on  the 
throne.  It  is  even  more  dangerous,  because  judges  claim  immunity  from  criticism, 
and  foolish  people  acquiesce  in  their  claims.  To  enjoin  people  from  assembling 
peaceably  to  discuss  their  wrongs  is  a  violation  of  first  principles  *  •  *"  (Rail- 
roail  Trainmen's  Journal  for  September,  1897;  p.  8;)2.) 

The  House  Committee  on  Judiciary  of  the  Fifty-third  Congress,  which  was  directed 
to  make  an  investigation  of  the  Jenkinti  injunction,  and  report  to  the  Hout«  what 
action  should  be  taken  by  the  House  or  Congress,  rejiorteil  em  follows: 

"The  power  to  punish  for  contempt  is  limited  bv  the  laws  of  most  of  the  States, 
and  we  can  see  noreasonwhy  a  like  limitation  should  notbe  placed  upon  the  powers 
of  Federal  judges.  Your  committee  therefore  recommends  the  adoption  of  the 
following  resolution: 

"  Retolred,  That  the  action  of  Judge  James  G.  Jenkins  in  issuing;  said  order  of 
December  19,  1893,  being  an  order  and  writ  of  injunction,  at  the  instance  of  the 
receivers  of  Uie  Northern  Pacific  Railroad  Company,  directed  gainst  the  employees 
of  said  railroad  company,  and  in  effect  forbidding  the  eiiii)loyees  of  said  Northern 
PaciGcKailroadCompanyfromquittingitsservice  under  the  limitations  thereinstat^d, 
and  in  issuing  a  simitar  order  of  December  22, 1893,  in  effect  forbidding  the  ofBcersof 
labor  organizations  with  which  said  employees  were  affiliated  from  exercising  the 
lawful  functions  of  their  office  and  position,  was  an  oppressive  exercise  of  the  proc- 
ess of  his  court,  an  abuse  of  judicial  power,  and  a  wrongful  rcHtraint  upon  said 
employees  and  the  officere  of  said  labor  organizations;  that  said  orders  have  no 
Buictioa  In  legal  precedent,  were  an  invasion  of  the  rights  of  American  citiKens,  and 
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contrary  to  the  genius  and  freedom  of  American  institntiona,  and  therefore  tleserv- 
inf(  of  the  con  de  moat  ion  o(  the  Repnwentatives  of  the  American  people."  (Hoiim; 
Report  1049,  Fifty-thinl  Congress,  second  session,) 

I  have  qnot»l  theee  resolutions  and  editomis  to  show  the  commission  the  way 
Iheemployees  view  the  recentaclionsof  our  courts;  but,  Mr.  Clmirman,  the  railroad 
employees  of  (his  country  did  not  pass  these  resolutions  and  then  not  endeavor  to 
put  them  into  effect.  For  the  last  5  or  6  years  they  have  kept  a  man  here  at  this 
('a[>itol  ursin^  upon  the  niembera  of  Congress  to  pass  eome  kind  of  a  law  that  would 
hinit  and  define  the  power  of  courts  in  issuing  injunctions.  In  addition  to  this,  the 
lodges  and  individual  members  have,  I  might  say,  stormed  Congressmen  with  peti- 
tions, memorials,  letters,  and  t«]egram6,  earnestly  praying  for  the  passue  of^the 
various  measures  that  have  been  before  Congress  from  time  to  time.  They  plead 
for  this  Inflation  for  so  long,  and  it  did  not  come,  and  they  came  («  the  conduston 
that  amoreeftertive  planshonld  be  adopted  to  impress  upon  Congressmen  the  neces- 
sity for  such  legislation;  so  on  March  20,  1898,  a  large  union  meeting  of  members  of 
these  oi^ganizations  in  the  State  of  Fennavivania  was  held  at  Pittsburg,  Pa.,  for  the 
sole  purpose  of  urging  the  passage  oC  the  Dills  then  pending  before  Congress,  and  to 
prepare  plans  to  put  the  various  candidates  for  the  next  Congress  on  record  in  regard 
to  such  legislation;  and  a  committee  was  appointed  to  carry  out  the  work  of  the 
meeting.  J  hand  vou  a  copy  of  the  circular  pre^red  by  that  committee,  which  was 
Beat  to  each  omdidale  for  tlie  United  titates  Senate  and  House: 

BRAVBAFALLe,  Pa., ,  1898. 

Mr. , 

Oandidatt /or  Congrna, 

Deab  Sir:  At  a  union  meeting  of  500  delegates  from  varions  parts  of  Pennsyl- 
vmnU,  representing  the  Brotherhood  of  locomotive  Engineers,  Brotherhood  of  Loco- 
motive nremen.  Order  of  Kailway  Conductors,  Brotherhood  of  Railroad  Trainmen, 
and  Order  of  Railroad  Telegraphers,  held  in  Pittsburg,  Ph.,  March  20,  1S98,  for  the 
purpose  of  taking  action  regarding  injunctions  and  other  questions  which  vitally 
affect  labor,  the  following  resolution  was  unanimously  adopted: 

'.'  Whereas,  our  ex^rience  of  the  past  few  vears  with  some  of  our  courts  in  their 
actions  in  cases  of  injunctions  and  contempts  nas  convinced  us  of  the  wisdom  of  the 
eipressions  and  actions  of  oor  forefathers  when  they  said,  'The  liberties  of  the  peo- 
ple were  endangered  by  the  agereseiona  of  the  courts.'  and  when  they  declared  to 
the  world  that  one  of  tneir  reasons  for  severing  tbeirallegianceto  the  British  throne 
was  because  they  were  deprived  of  the  benefit  ot  trial  by  jury,'  and  when  they  placed 
a  clause  in  our  Constitution  whicti  save  that '  trials  of  all  crimes  shall  be  by  jury.' 
and  as  there  was  abill  introduced  in  tne  first  session  of  the  Fifty-fifth  Congress  whicn 
provides  for  trial  by  jury  in  certain  cases  of  contempt:  Therefore,  be  it 

"RetUvtd,  That  we  believe  the  right  of  trial  by  jury  is  just  as  sacred  to-day  as  it 
ever  has  been  and  that  we  view  with  alarm  the  aggressive  tendency  of  some  of  our 
judges  in  their  attempts  to  serve  corporate  inleresis  through  the  guise  of  eouity  pro- 
ceedings whereby  both  the  spirit  and  letter  of  the  Constitution  are  violated,  am)  we 
denouncesuchactionsae  judicial  tyranny,  and  weuryeour  two  United  States  Senate  re 
and  Conerenmen  to  use  uieir  influence  and  vote  in  behalf  ol  the  referred-tobill;  and 
be  it  further 

"lUaolvtd,  That  a  committee  compoeed  of  one  member  from  each  organization  here 
represented  be  appointed  hy  the  chairman  of  thia  meeting,  and  if  the  above  bill  or  a 
dmilar  one  is  not  passed  at  this  session  of  Congress,  said  committee  ahall  interview, 
or  canse  to  be  interviewed,  each  candidate  for  United  States  Senator  and  Congress- 
men and  ascertain  their  vipws,  and  whether  or  not  if  electei!  they  will  use  their 
efforts  in  behalf  of  such  legislation,  and  said  committee  shall  publish  the  result  of 
fuch  interview  in  all  labor  and  industrial  Journals  in  Pennsylvania  and  also  ii  ''  ' 
liuhlic  press;  that  a  copy  of  thii  '   "'       ""  ...."■.....- 

states  Senate,  and  the  House  of  '. 

As  the  bill  referred  to  in  this  r* 
)f  CongresB,  therefore  w 
iach  candidate  for  Co:^r< 
the  following  questions: 

What  are  your  views  on  the  power  and  practice  of  courts  in  issuing  injunctjons  in 
labor  dieputM? 

How  Is  Buch  power  derived,  and  is  it  misused? 

Do  injunctions  interfere  with  the  constitutional  guarantee  of  trial  by  Jur^ 

Bhoald  Congress  specifically  define  and  limit  the  power  of  courta  m  issuing 
InjuBctioiiaT 
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If  yoa  an  elected  vilt  you  vote  for  a  law  which  will  define  and  limit  the  power  ol 
courts  in  imiiing  injunctioiiB? 
A  copy  of  this  letter  has  also  been  ^ven  to  the  presR. 
Beepectfnlly,  youn, 

Glare  L.  Hinbdale,  B.  of  L.  F.,  Gbalnnan. 
H,  R,  Fuller,  B.  of  R.  T.,  Secretary. 
C.  H.  Lanohurst,  B.  of  ]..  E. 
Wm.  Boatb,  O.  B.  C. 
S.  H.  Eakih,  0.  R.  T. 


Several  of  tbe  candidates  made  no  answer  to  this  circular,  isnoring  it  entirely. 
Thirty  made  repUei,  and  not  one  of  them  upheld  injunctiona;  ana  27  of  them  agreed, 
if  elected,  to  vote  for  a  bill  which  would  limit  and  define  the  power  of  the  courts  in 
ieeulDg  injimotJons.  Thirteen  of  those  who  were  pledged  were  elected.  In  one 
diBtrict  one  candidate  refused  to  make  repiv  to  the  questionB,  while  hia  opponent 
made  a  favorable  i«ply>  &id  we  were  succeeeful  in  electing  the  man  who  was  favor- 
able by  a  majority  or  34  votee.  The  circular  and  answers  were  all  made  public  at  the 
time.  I  have  the  answers  with  me,  and  if  the  commission  desires  to  see  them  I  am 
at  liberty  to  furnish  them. 

Some  of  them  contain  some  valuable  flrguments  against  the  present  use  of  injunc- 
tions. 1  believe  there  is  a  ^wlng  tendency  among  our  judges  to  snbetitnt« 
injunction  proceedings  for  indictment  and  trial  hy  jury,  and  the  actions  of  some  of 
our  courts  within  the  last  decade  have  firmly  convineedine  that,  in  order  to  preserve 
the  liberties  guaranteed  to  ub  by  the  Constitution,  it  is  necessary  for  Congress  and 
our  State  l»idatui<ea  to  limit  and  define  the  power  of  courts  in  issuing  injunctions. 
As  a  most  effective  means  of  curing  this  evil  1  would  BUKgeet  the  passage  ol  the  fol- 
lowing IhH,  which  is  now  pending  in  Congress,  and  woula  urge  the  passage  of  similar 
oacB  in  tlie  various  States; 

A  BILL  to  liinll  tbemeuiIaK  of  the  woRl  "coniplncy"  and  sIbo  tbe  use  of  "rettralDlogotileni  and 

._. 1 — .. H.j  ..  J. — ._, --niployenftndeniplorefa  In  ihe  Dlmriciot  Columbia 

itwtien  tbe  nveni  Btates.  Dlauict  ol  Colambia,  Hnd 


Be  it  enacted  by  Ihe  SetuiU  and  ffouie  qf  Jtepretenlativee  of  the  United  Stales  of  Ameriat 
tn  Cangras  attembled.  That  no  agreement,  combination,  or  contract  by  or  between 
two  or  more  persona  to  do,  or  procure  to  be  done,  or  not  to  do,  or  procure  not  to  be 
done,  any  act  in  contemplation  or  furtherance  of  any  trade  dispute  between  employers 
and  employees  in  the  District  of  Columbia  or  in  any  Territory  of  the  United  States, 
or  who  may  be  engaged  in  trade  or  commerre  between  any  Territory  and  another, 
or  between  any  Territory  or  Territories  and  any  State  or  States,  or  the  District  (rf 
Columbia,  or  with  foreign  nations,  or  between  the  District  of  Columbia  and  any 
State  or  States,  or  foreign  nations,  shaJI  t>c  deemed  criminal,  nor  shall  those  enraged 
therein  be  indictable  or  otherwise  punishable  for  the  crime  of  conspiracv,  if  such  act 
committed  by  one  person  woald  not  be  punishable  as  a  crime,  nor  shHil  such  agree- 
ment^ combination,  or  contract  be  considered  at^  in  restraint  of  Iraile  or  commerce, 
nor  snail  any  restraining  order  or  injunction  be  issued  with  relation  thereto.  Noth- 
ing in  this  act  shall  exempt  from  punishment,  otherwise  than  as  herein  excepted,  any 
person  guilty  of  conspiracy,  for  which  punishment  is  now  provided  by  any  act  of 
Congress,  but  such  airt  of  Congre^  shall,  as  to  the  agreements,  combinations,  and  con- 
tracts hermnbetore  referred  to,  be  iiinHlnied  as  if  this  act  w  ere  therein  contained. 

Hounoflahorexaded. — Asariile,  lb  rough -freight  trainmen  and  engine  men  work 
10  hours  lora  day.  However,  ihey  are  many  times  required  to  work  from  24  to  36 
hours  without  rest.  Their  work  antl  repX,  are  very  irregular,  they  having  no  set  time 
to  go  out  on  their  runs  and  no  regular  arriving  time.  This  also  makes  their  meals 
irr^cnlar,  and  they  are  eenerally  required  to  carry  two  or  three  meals  with  them. 
On  a  count  of  their  not  having  rt^ular  times  to  go  on  duty  they  are  subject  to  a  call 
for  duty  atany  time,  and  consequently  their  time  off  duty  between  runs  is  not  what 
they  can  really  call  their  own,  lorif  acall  is  made  upon  them  and  they  are  not  found 
at  home  or  at  their  regular  stopping  places  they  are  din-iplined. 

Local  freight  men  generally  work  12  hounf  for  a  day,  but  a  great  many  times  they 
can  not  complete  their  runs  in  this  length  of  timLf  and  are  required  to  work  16  and  a) 
hours.  They  have  rn^lar  leaving  and  arriving  timcB,  and  their  tim.'  off  duty  can  l>e 
used  as  they  see  fit,  for  as  a  rule  they  are  not  subject  to  a  call  for  other  than  their 
regular  duty. 

Passenger  men  are  not  required  to  work  as  many  hours  as  freight  men.  They  have 
K^lar  limes  for  leaving  and  arriving,  and  their  time  between  trips  can  be  used  as 
they  like,  for  they  are  not  subject  to  a  call  for  duty  at  aiiy  time,  as  are  througb- 
fraight  men. 
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Of  late  yeaiB  the  policy  of  railroad  companies  has  been  to  do  away  with  aa  many 
terminals  aa  possible  and  lengthen  tlie  runs  of  their  freight  and  paaeenser  crews,  and 
in  some  cases  the  increase  in  mileage  has  been  100  i>er  cent.  The  result  of  this  prao 
tice  has  been  to  reqaire  more  houre  on  duty  without  rest,  more  time  away  from  home, 
and  in  many  instances  has  caused  employees  to  sell  their  homes  at  a  sacrifice  and 
move  to  the  new  terminal. 

Telegraph  opeiatore  in  many  cases  arc  also  required  to  fill  the  ofilce  of  station  agent. 
Their  duties  are  arduous  and  their  hours  loriR.  Some  telegraph  operators  employed 
at  interlocking  and  block-signal  stations  are  only  required  to  work  8  hours  for  a  day, 
but  asarule  ttiey  work  12  hours  and  over,  loelleve  the  hours  exacted  from  rail- 
road employees  areexcessive.  Eight  hours  out  of  24  isquite  enough  for  any  employee 
in  yard  or  tel^rsphic  service  to  work,  and  10  hours  are  long  enough  for  road  men  to 
work. 

Although  there  have  been  many  improvements  introduced  in  the  system  of 
handling  trains,  the  teflseniuK  of  work  on  their  account  will  not  compare  with  the 
increase  in  the  physical  ana  mental  strain  put  upon  employees  by  tde  adoption  of 
the  present  heavv  equipment,  increased  tonnage  of  trains,  nlock  ognala,  and  the 
increase  in  clerical  work. 

Within  the  last  few  years  engines  of  much  grtAter  hanline  capacity  have  been  put 
into  Qse.  Theee  engines  have  a  greater  steam  capacity  and  bum  much  more  coal 
than  engines  used  in  the  past.  This  Increases  the  labor  of  the  fireman.  They  are 
much  harder  to  handle  and  have  more  machinery  about  them,  which  requires  more 
attention  from  the  engineers  to  keep  them  in  running  order.  They  haul  longer 
trains,  which  increase  the  work  of  the  conductors  and  orakemen,  there  being  more 
cars  to  look  after. 

The  adoption  of  the  block-signal  system  has  decreased  the  danger  of  wrecks  and 
made  it  muchsafer  for  travel  on  railroadc,  but  it  has  increased  the  physical  and 
mental  strain  on  engineers,  firemen,  and  telegraph  opervtors,  the  en^neers  and  fire- 
men having  to  he  on  the  lookout  for  these  signals,  while  the  telegraph  operntora 
must  watch  more  closely  the  movement  of  trams. 

Then,  too,  the  manner  of  making  teporta  has  been  materially  changed.  Where 
In  the  past  only  brief  reports,  and  in  some  cases  none  at  all,  were  required,  very 
elaborate  and  detailed  forms  have  of  late  been  put  into  use,  and  in  a  great  many 
vtu'ea  duplicates  are  required. 

The  cause  of  many  accidents  conld,  I  believe,  be  traced  to  employees  being  over- 
worked and  not  having  the  required  amount  of  rest  I  will  submit  reports  ol  coro- 
ners' juries  on  two  such  cases  which  just  happened  recently: 

ALLsaHBtTT  GouiiTr,  m; 


An  inquidtion,  indented,  taken  at  Fourth  and  Fifth  wards,  Htlsbtirg.  fn  thecounty 

-'   "Wheny,  on  the  "—-  -""-   '-'  '""^   ' *  "" '-"    '   "  'S~- '-  ---     - 

M.  McGeary,  r  _  .......  _._...._    _,   _. 

Alfred  C.  Carter,  then  and  there  lying  dead,  upon  the  oa^s  and  solemn  affirmations 


of  All^heny,  on  the  13th,16th,and  18th  days  of  Kovemher,  A.  D.  1899,  before  n    . 
''     <e  M.  McGeary,  coroner  of  the  county  aforesaid,  upon  the  view  of  the  body  of 


ui  uuiiA  Dingfelder, Owen  McCabe,  Edwanl  Feick,  Jas.  Zoog,  John  L.  Donaldson, 
H.  L.  Hubley,  good  and  lawful  men  of  the  county  aforesaid,  who  being  sworn  and 
affirmed  and  charged  to  inquire  on  the  part  of  the  Commonwealth  when,  where, 
iuid  how,  and  after  what  manner  the  said  Alfred  C.  Carter  came  to  his  death,  do  say 
Upon  their  oaths  and  affirmations  aforesaid  that  the  said  Alfred  C.  Carter,  aoe  33 
years,  married,  and  residing  at  Kankin,Pa.,came  to  his  death  suddenly  while  in 
caboose  of  extra  north  66,  *  *  *  R.  R.,  and  while  the  train  was  stopped  at 
*  *  *  station  engine  No.  7,  hauling  extra  freight,  collided  with  extta  No.  65  on 
Bunday,  November  12,  1899,  at  10.12  p.m.,  and  instantly  killed  him. 

And,  from  the  evidence,  the  jury  find  hia  death  was  accidental  and  caused  by  the 
flagman  of  Bald  train  north  65  in  not  going  back  the  required  distance  to  (lag-an 
approaching  train,  hut  we  do  not  believe  that  the  same  tends  to  criminal  negligence, 
iw-ause  of  tne  time  the  crew  were  on  duty. 

And  so  the  jurors  aforesaid,  upon  their  oaths  or  affirmations  as  aforesud,  eay  that 
I'le  aforesaid  Alfred  C.  Carter,  for  the  cause  aforesaid,  in  the  manner  and  form  afore- 
mid,  came  to  his  death,  and  not  otherwise. 

In  witnea  whereof,  as  well  of  the  aforesaid  coroner,  we,  the  jnrora,  have  hereunto 
put  our  hands  and  seals,  on  the  day  and  year  and  at  the  place  above  mentioned. 
Jesss  M.  McGbakv,  Oorontr.    [seal. 
JonN  DiNorKLDKR.  bbal.' 

Enw.  Fkick.  sbal.' 

John  L.  Dokaldbow  sbai..' 

OwEK  McCabc  seal. 

Jam.  Zooa.  |hbal.| 

H.  L.  UVBLBY.  [BBAL.' 
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i^ATB  or  PmNflYLVANiA,  Oninii/ of  AUegheny,  t$: 

1,  Jese  M.  Mctieary,  (.-oronerof  Allegheny  County,  in  tbe  State  aforesud,  do  hereby 
certify  that  the  above  and  forcing  is  a  true  and  correct  copy  of  the  verdict  in  the 
matter  of  the  inquest  held  on  the  body  of  Alfred  C.  Carter,  deceased,  which  waa  ren- 
dered on  the  13th,  16th,  and  ISth  days  of  November,  A.  D.  1699,  as  appeare  from  the 
records  o(  my  office. 

Witnea  my  hand  and  seal,  at  Pittsburg,  in  aaid  couDty,  this  19th  day  of  December, 
A.  D.  3899. 

Jb«b  M.  McGsarv,  Coroner,     [sbal.] 

[lO-cent  stamp.] 

Alleohbny  Countt,  m: 

An  inquisition,  indented,  taken  at  Fourth  and  Hfth  ward?,  Pittsbure.  in  the  county 
of  Allegheny,  on  the  2lBt,  23d,  27th  and  30tb  days  of  December,  A.  D.  1899,  before 
me,  Jeese  M.  McGearv,  coroner  of  the  county  aforesaid,  upon  the  view  of  the  body 
of  William  J.  Bjcharfls,  then  and  there  lyina;  dead,  upon  the  oathe  and  solemn  afflr- 
mationa  of  John  Muratord,  John  L.  Donaldaon,  John  Diemer,  John  Dingfelder, 
Michael  Hagerty,  Jas.  Zoog,  px>d  and  lawful  men  of  the  county  aforesaid,  who 
being  Bwom  and  affirmed  and  charged  to  inquire  on  the  part  of  the  Common- 
wealth when,  where,  and  how,  and  after  what  manner  the  said  William  J.  Rieharda 
came  to  his  death,  do  say,  upon  their  oaths  and  affincationa  aforesaid,  that  the  said 
William  J.  Kichards,  age  at>but  35  years,  married,  and  residing  at  314  Third  street, 
X^lenbore,  came  to  his  death  at  the  West  Penn  Hospital,  Pittsburg,  on  Wednesday, 
December  20,  1S99,  at  1  o'clock  a.  m,,  from  injuries  received  by  engine  No.  124, 
*  *  *  R.  R.,  running  into  cabooee,  opposite  *  •  *  station,  on  Monday, 
December  IS,  1899,  about  12.30  a.  m. 

And  from  the  evidence  the  Jury  find  that  the  crew, 
Grant,  and  James  Crop,  did  not  properly  protect  the  n 
a  rear-end  collision. 

We  recommend  that  'he  •  •  *  R.  R.  force  their  employees  to  take  the  necea- 
sary  amount  of  rest  to  properly  perform  their  duties. 

And  so  the  iuroTs  aforesaid,  cpon  their  oaths  or  affirmations  as  aforesaid,  say  that 
the  aforesaid  William  J.  Richards,  for  the  cause  aforesaid,  in  the  manner  and  form 
aforesaid,  came  to  his  death,  and  not  otherwise. 

In  witness  whereof,  as  well  of  the  aforesaid  coroner,  we,  the  jurors,  have  hereunto 
put  our  boods  aad  seals,  on  the  day  and  year  and  at  the  place  above  mentioned. 
Jessb  M.  McGbary,  Cdrontr.     [heal, 
jobh  muhfobd.  sbal.' 

John  Dibhbr.  sbal.] 

Michael  Hagbrtv.  |8eal.| 

JoBH  L.  Donaldson.  bbal.' 

John  Dinofeldbb.  |sral.| 

Jab.  Zooo.  [bbau| 

Stati  of  Pennbtlvania,  Cowdi/ of  AlUghmy,  w; 

I,  JesaeM.McGeary,  coroner  of  Allegheny  County,  in  the  State  aforesaid,  do  hereby 
certify  that  the  above  and  forgoing  is  a  true  and  correct  copy  oE  the  verdict  in  the 
matter  of  the  inquest  held  on  tne  bodv  of  William  J.  Richards,  deceased,  which  waa 
rendered  on  the  21st,  23d,  27th,  and  30th  days  of  December,  A.  D.  1899,  as  appears 
from  the  records  of  my  office. 

Witness  my  hand  and  seal,  at  Pittsburg,  in  said  county,  this  8th  day  of  January, 
A.  D.  1900. 

{SBAL.}  Jebsb  M.  McGbaby,  Coroner,     [sbal.] 

10-cent  Btamp.] 

In  each  case  one  man  was  killed  and  two  badly  injured.  Better  service  and  better 
results  would  come  from  a  shorter  workday.  Lxpert  evidence  to  this  eflect  can  be 
found  on  wes  IS  and  14  of  the  hearings  before  the  Subcommittee  on  I^bor  of  the 
House  of  Representatives,  on  March  9,  1892.  It  ia  true  that  on  a  great  many  linee 
there  are  rules  giving  the  employees  the  right  to  8  hours  rest  after  contjnuoas  service 
of  16  houra  or  more,  but  these  rules  are  not  lived  up  to. 

The  companies  are  generally  the  cauae  of  these  rulea  not  being  lived  up  to. 
Enpei-ially  is  this  so  in  the  busy  seasons,  when  the  taking  of  8  hours  rest  by  each 
crew  would  mean  delay  to  freight;  and  each  road,  if  not  eager  to  outdo  its  competi- 
tor, ia  at  least  trying  to  keep  up  its  end,  and  the  men  are  persuaded  to  make  another 
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trip  without  rest  Tbia  is  aometimee  done  by  monl  HusBian  and  eometimea  by  mewu 
more  or  leea  coercive.  But  not  a  few  times  do  the  men  theinselvee  chooae  to  eo  out 
<  n  tliert^d  when  they  are  physically  and  mentally  unfit  focduty  on  account  of  loDg- 
wntinaed  service  without  rest.  This,  however,  only  emphasizes  the  need  of  legisla- 
tion on  this  question  to  protect  the  livt»  of  the  employees  and  the  public. 

In  addition  to  the  direct  beneSts  to  be  gained  by  a  shorter  workday  there  are 
many  genera)  benefits  that  would  accrue  therefrom  both  to  the  employees  and  the 
i-iiizenehip  of  the  country.  The  prtatent  day  manager  of  a  railroad  is  generally  a 
man  of  brij^ht  intellectual  abilities,  and  puseeeeee  a  technical  education.  If  he  is 
lacking  in  information  on  any  subject  be  has  his  staff  of  expert  legal  advisers  and 
other  sources  of  information  to  draw  from,  and  when  a  quedUon  arises  between  the 
management  and  the  employees  the  employees  have  this  combined  intelligence  to 
cope  with,  and  to  be  in  any  measure  successful  in  this  they  must  have  more  time  for 
thooshtand  education. 

I  believe,  too,  that  many  other  difficnltiee  would  be  overcome  and  our  country 
would  be  better  off  from  a  political  standpoint  if  the  working  classes  were  given 
more  time  to  study  the  various  industrial  and  political  questions.  As  conditions  now 
exist  among  railnid  employees,  many  of  them  do  not  have  time  enough  to  get  the 
required  amount  of  rest,  much  leas  the  opportunity  of  reading  the  daily  papers  and 
Studying  the  various  questions  that  affect  their  interests.  As  evidence  of  the  feelins 
of  a  great  manv  railroad  employees  on  tliis  question,  the  following  resolution  ana 
editorial  are  submitted: 

"Whereas,  the  great  innovations  of  modem  railroading  have  brought  with  them 
an  increase  in  tbe  physical  ant)  mental  strain  upon  employees  in  the  transportation 
department,  and  as  tnere  is  a  disposition  on  tbe  part  of  our  railroad  companies  to 
lengthen  instead  of  shorten  the  runs  of  the  trainmen  and  enginemen  as  their  duties 
becwne  more  arduous,  thereby  making  the  strain  twofold:  Therefore 

"Be  il  retolved.  That  we,  members  of  tbe  Brotherhood  oE  Locomotive  Enaineera, 
Brotherhood  of  Locomotive  Firemen,  Order  of  Railroad  Conductors,  Brotherhood  of 
R^lroad  Trainmen,  and  Order  of  Railroad  Tel^jraphers,  in  joint  meeting  assembled 
at  Carnegie,  Pa.,  this  16th  day  of  Julv,  1899,  urge  Congress  to  pass  a  law  lestricting 
the  hours  of  labor  of  employees  in  toe  transportation  department  of  interstate  nil- 
roads  to  8  out  of  21. 

"Be  ilfuTtlier  rwoinerf,  That  a  copy  of  this  resolution  be  sent  to  the  President  of  the 
United  States,  the  United  States  Senate,  the  House  of  Representatives,  and  the 
United  States  Industrial  Commission." 

[Editorial  from  the  Railway  Conduclor  lor  November,  ISBG,  p. Oil.] 

"'A  shorter  workday  for  labor'  continues  to  be  the  all-absorbing  topic  with  a 
great  many  of  the  labor  organizations  through  the  country,  and  its  discussion  seems 
to  grow  in  interest  and  enthusiasm  as  the  time  passes.  There  can  be  no  doubt  as  to 
its  vital  importance,  especially  to  those  classes  of  workers  whose  domain  has  been 
most  seriously  invaded  oy  different  kinds  of  labor-saving  machinery.  It  is  hoped 
that  tbe  shortening  of  the  hours  will  go  far  toward  relieving  intiny_  oi  the  distressing 
conditions  thus  imposed  unon  great  numbers  oi  our  most  effective  workmen.  No 
other  remedy  oHeis  so  much  hope,  and  when  a  trial  could  be  given  with  so  little  of 
trouble  and  expense  it  would  seem  criminal  to  refuse  it.  A  number  of  the  stronftest 
organizations  are  now  arranging  to  submit  to  a  vote  of  their  members  a  ^roposiUon 
for  tbe  establishing  of  a  general  S-hour  day  on  the  1st  of  May  next,  and  it  is  safe  to 
say  that  it  will  be  uniformly  confirmed,  whatever  may  be  the  result  of  the  ado^ 
tion  of  the  new  policy  as  a  relief  for  the  congested  condition  of  the  labor  market,  it 
must  certainly  oe  indorsed  as  a  humane  measure.  The  growth  of  sentiment  in  this 
regard  has  been  slow,  hut  it  has  been  none  the  less  sure.  Only  a  few  years  ago  and 
many  of  the  clearest  thinkers  among  our  workers  were  ofjposed  to  the  shorter  day 
because  it  meant  a  shorter  waf^,  but  they  are  now  very  willing  to  take  the  needed 
rest,  and  with  it  all  the  renditions  which  may  naturally  follow.  The  improved  con- 
dition of  the  men  who  have  sufBrient  time  to  recuperate,  mentally  and  physically, 
after  one  day's  work  before  beginning  the  next  is  apparent"     *  •    • 

While  there  might  be  a  little  difficulty  st  first  in  putting  a  shorter  workday  into 
effect  in  the  transportation  department  of  railroads,  the  feasibility  of  the  plan  is 
proven  by  the  fact  that  a  number  of  yards  in  New  York  and  the  New  England  States 
and  a  number  of  felemaph  offices  in  various  parts  of  the  country  are  now  being  suc- 
c^sfully  operated  under  an  8-honr  rule.  As  an  evidence  of  this  fact  I  submit  the 
following  statement  of  the  chairman  of  the  general  grievance  committee  of  the 
Brotherhood  of  Railroad  Trunmen,  who  assisted  in  pumng  the  8-hour  day  in  force, 
and  who  is  in  a  poaition  to  see  its  practical  workings: 
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Sotrrii  BtDtroN,  Mahh.,  Jimuary  i9,  1900. 
Mr.  Hugh  Fullkh, 

Uold  JiaUigh,  WiuMngton,  D.  C. 

Pear  Bih  and  Bhothbr:  In  uiawer  to  yonr  letter  of  the  I3th  inetcuit  I  send  the 
foltowine,  which  ie  at  present  the  best  statemeat  I  am  able  to  giv«. 

The  8-hour  Bvetem  was  inaugurated  on  the  New  York,  New  Haven  and  Hartford 
at  Harlem,  N.  Y.,  on  Janaarjr  1,  1882.  The  appsrent  reason  for  it  was  the  limited 
track  room  and  because  the  work  was  bo  laborious  that  the  company  could  not  get 
men  to  work  longer  than  a  month  or  so  at  a  time;  so  os  the  above  data  Mr.  Clark, 
who  was  then  officially  connected  with  the  road,  introduced  the  S-hour  system.  It 
has  been  gradually  extended  to  all  points  over  their  lines,  and  at  the  present  time  it 
is  in  operation  in  all  of  the  big  yards  on  the  system.  In  1884  or  1885  it  was  brought 
about  u  New  Haven  by  the  men  presenting  a  petition  asking  for  the  8  hours,  which 
was  refused  by  the  company.  The  men  struck  and  were  outa  short  time,  when  the 
company  yielded.  There  was  no  labor  organiEation  in  this  strike.  I  can  not  give 
the  date  it  was  adopted  in  New  London,  out  a  short  time  ago  the  company,  after 
receiving  a  petition  fn>m  the  men,  extended  the  8  hours  over  otber  portions  of  the 

Srd  there  that  were  not  already  working  the  8  hours.  There  are  other  yards  in 
nnecticut  that  are  working  the  8  hours,  but  I  can  not  eive  locations,  except  at 
Bridgeport,  and  it  has  been  in  effect  there  for  8  years  that  I  know  of.  f  n  regard  to 
Boelon  and  Providence  yards,  the  Brotherhood  of  Railroad  Trainmen  prepared  a 
schedule  covering  yard  and  road  men  on  the  New  York,  New  Haven  and  Hartford 
Railroad,  in  which  they  asked  for  the  8  hours.  Said  schedule  was  preeeated  to  the 
officials  of  the  company  on  February  15,  1899.  On  May  1,  1899,  the  8  honra  went 
into  eHect  in  Providence,  R.  I.^  and  in  the  freight  yards  in  Boston,  On  September 
25,  1899,  it  was  put  into  effect  in  the  passenger  yanis  in  Boston,  and  now  all  yards 
of  the  New  York,  New  Haven  and  Hartford  in  Boston  are  working  on  the  8-hour 
liMsis.  In  Sprindfield,  Mass.,  I  can  give  no  information  as  to  date  of  its  going  into 
effect 

This  takes  in  aU  the  big  yards,  and  we  expect  to  have  it  in  some  of  the  smaller  ones 
before  long,  as  we  now  have  the  promise  of  it  I  have  got  no  written  exprewion  of 
the  com^ny  on  the  matter,  but  as  I  served  on  the  committee,  1  can  say  that  tlie 
officials  did  not  oppose  it,  and,  if  anything,  were  in  favor  of  it  The  generol  super- 
intendent and  general  manager  raised  no  objections  to  its  going  inte  effect,  and,  as 
for  as  I  know,  with  the  exception  of  the  strike  in  New  Haven,  the  officials  and 
employees  are  perfectly  eatisfled  with  the  system,  and  eepeciallv  the  men. 

The  number  of  men  employed  in  the  different  yards  are  as  follows:  Harlem  River, 
New  York,  24;  Brid^port,  Conn.,  do  not  know.  There  are  other  yards  in  Connec- 
ticut that  are  working  on  the  S-hour  system,  but  do  not  know  where  they  are 
located.  InPTOvidence,R.I.,75men:  inBo8lon,Mafls.,191  men;  Bpringfleid.Masa., 
working  8  hours,  but  do  not  know  the  number  employed.  This  aoee  not  include 
lower  men,  but  I  have  been  informed  that  all  towers  ore  working  8  houre. 

Hoping  in  the  near  future  to  be  able  to  give  you  a  more  correct  account,  I  remain, 
Yours,  frateiTuiIly, 

R.  McImtibb, 
No.  97  Sisdh  itreel.  Smith  Boston,  Mam. 

The  Brotherhood  of  Hwlroad  Trammen,  at  its  fourth  biennial  convention,  held  in 
New  Orleans,  La.,  in  May,  1899,  took  under  consideration  the  question  of  asking  Con- 
gress to  pass  a  law  limiting  the  hours  of  service  on  railroads  to  S  perdav.  Theques> 
Uon  was  referred  to  a  committee,  which  mode  a  favorable  report,  and  their  report 
was  unanimously  adooted  by  the  convention.     (Convention  Proceedings,  p.  73. ) 

I  would  recommena  that  Congreee  and  our  State  legislatui'cs  pass  laws  limiting  the 


hours  of  service  of  yard  employees  and  telegraph  operators  to  8  out  of  24  and  road 
meD  to  10  out  of  24.  Provisions  should  be  maae  to  cover  delays  caused  by  wrecks, 
washouta,  and  other  unavoidable  causes.  Such  laws  should  also  provide  exceptions 
in  cases  where  men  are  away  from  home  and  can  not  get  back  home  within  that  time. 
This  is  for  the  purpose  of  allowing  them  to  have  their  rest  at  home  with  their  fami- 
lies, which  is  the  proper  place  for  them  to  take  their  rest.  Then,  too,  after  they 
have  had  their  rest,  they  nave  a  better  chance  to  read  and  improve  their  minds  at 
home  than  the^  have  lying  around  a  caboose  or  bunk-house  at  the  other  end  of  the 
dlvindoD.  But  in  drafting  a  provision  in  the  law  to  cover  such  cases  as  these  the 
greatest  care  should  be  taken  lest  the  whole  object  of  the  law  be  defeated,  for  I 
believe  all  kinds  of  little  schemes  would  W.  worked  to  get  more  houre  of  service  out 
of  the  men. 

Sunday  labor. — Compensation  for  Sunday  labor  is  the  same  as  for  labor  performed 
on  any  other  day. 

Much  of  ray  arw j 

Sunday  as  a  day  i^  reet,  as  the  advantage  b 
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aa  beneficial  to  the  man  phjieically  and  monlly  as  is  that  which  is  gained  by  a 
shorter  work  day. 

Some  people  ar^ae  that  it  would  not  do  to  stop  Saaday  tnuna;  that  they  are  a 
neceaeity  to  carr^  the  mail,  perishable  freight,  and  live  etock;  and  that  the  traveliag 
public  would  be  inconvenienced  too  much  thereby. 

To  me  these  arguments  aopear  to  be  more  or  lees  inconsistent  and  selfish,  and  I  do 
not  think  thevare  the  conclusions  of  minds  that  have  made  a  slody  of  this  question. 
If  it  is  desirea  to  send  a  communication  in  a  hurry,  by  ufdnff  the  telegraph  on  Sat- 
urday evening  or  Monday  morning  it  can  be  gotten  to  its  destination  quicker  than 
had  it  been  put  in  the  mail  on  Saturday  and  been  in  tionsit  on  Sunday,  for  in  the 
most  of  cities  and  towns,  even  had  it  arrived  on  Sunday,  it  would  not  be  delivei«d 
until  Monday. 

The  advent  of  the  relrigentor  car  removes  an^  neccMity,  if  there  ever  was  any, 
for  moving  perishable  freight  on  Sunday;  and  it  is  only  humane  to  unload  and  feed 
live  stock  while  in  transit.  Roads  whicn  handle  livestock  now  have  places  arraniced 
to  unload  stock  and  feed  it,  and  I  have  understood  that  the  laws  require  it;  therefore 
good  instead  of  barm  would  come  from  unloading  live  stock  and  Eulovring  it  to  rest 
over  Sunday. 

There  seems  to  be  a  growing  tendency  to  increase  Sunday  labor  on  railroads. 
This  is  caused  by  the  public  demand  for  Sunday  trains  for  convenience  and  pleasure, 
and  the  eagerness  of  the  officers  of  the  roads  to  increase  the  earnings.  Several  roads 
that  heretMore  nn  fewer  no  trains  on  Sunday  have  of  late  put  on  Sundav  trains  and 
bid  for  Sunday  tn^c.  Some  roads  do  a  larger  freight  busmees  on  Sunday  than  on 
any  other  day  of  the  week.  I  have  in  mind  one  rood  in  particular  whose  principal 
tnuffic  is  in  cool,  coke,  and  ore,  that  endeavors  to  get  its  freight  cleared  tip  on  Sun- 
day, and  for  a  large  {Art  of  the  day  on  Monday  there  is  very  little  done.  As  this 
freight  is  of  a  low  class  it  could  be  held  over  until  Mondav,  thus  giving  the 
employees  their  Sunday  at  home;  but  it  seems,  in  this  case  at  least,  that  the  com- 
forts and  natuivl  needs  of  the  men  are  made  secondary  to  the  convenience  and  busi- 
nesB  intracata  of  the  management. 

Conunittees  representing  the  men  have  at  various  times  waited  upon  the  manoRe- 
menta  and  askea  for  a  restriction  of  Sunday  trains,  and  have  generally  met  with  the 
answer  that  the  managers  were  in  favor  of  it,  but  competition  and  the  demands  of 
the  public  required  them  to  run  Sunday  trains.  I  believe  the  competition  feature 
and  the  eagemen  to  increase  earnings  have  more  to  do  with  it  than  the  demands  of 
the  public,  for  many  roads  inaugurate  Sunday  trains  and  Sundav  excursions,  and  by 
elaborate  advertisements  go  into  the  market  and  bid  for  ana  encourage  Sunday 
travel,  thos  showing  that  they  seek  the  public  patronsse  for  their  Sunday  trains 
rattier  than  the  public  asking  for  Sunday  trains.  To  verify  these  statements  I  sub- 
mit to  the  commiisBion  the  lollowing  handbills  and  newsp^ier  advertisements  and 
clippings. 

(The  witness  here  submitted  four  different  handbills  which  had  been  distnbuted 
in  Youngstown,  Ohio,  each  advertising  Sunday  escursions  to  Cleveland,  Ohio,  on 
the  Erie  Railroad,  for  the  respective  dalex  following:  June  11,  1S99;  July  9,  1699; 
July  23,  1899,  and  August  13,  1899.    The  first  handbill  was  as  follows:] 

Sunday  excursion  to  Cleveland  and  return  via  Erie  Railroad,  Sunday,  June  11. 
Fare  for  round  trip,  {1.  Special  train  will  run  as  follows:  Leave  Sharpeville,  7.20 
m,  m.;  leave  Sharon,  7.30  a.  m.;  leave  Hubbard,  7.45  a.  m.;  leave  Yonngstown,  8 
a.  m.;  leave  Girard,  8.09  a.  m.;  leave  Niles,  8.16  a.  m.;  leave  Warren,  8,26  a.  m.; 
arrive  Cleveland,  10  a.  m.  Returning,  special  train  leaves  Cleveland  at  7.  30  p.  m., 
making  above  stops.  Tickets  good  on  special  train  only.  D.  I.  Roberts,  G.  P.  A., 
New  York;  F.  W.  Buskirk,  A.  G.  P.  A.,  Kiicago;  R.  H.  Wallace,  G.  A.  P.  D.,  Cleve- 
land; J,  D.  Cutter,  T.  P.  A.,  Youngstown."  . 

[PlUibaTg  Port,  July  II,  ISK.] 

A  nuh  of  Sunday  freight. — The  regular  heavy  run  of  through  business  on  all  the 
important  lines  leading  through  the  Pittsbarg  gateway  was  heavy  on  Sunday.  The 
Panhandle  and  the  Baltimore  and  Ohio  had  a  heavy  fruit,  v^table,  and  live  stock 
and  refrigerator  business,  all  Grst-elass  freight,  which  pays  a  big  revenue.  The  Pitts- 
burg anciLake  Erie  had  train  after  train  of  coal  and  coke  out  of  the  Monongahela 
and  Youghio^eny  valleys.  The  Baltimore  and  Ohio  is  having  quite  a  heavy  coal 
tralBc  to  the  Eastern  cities,  and  on  Sunday  train  No.  6  passed  30  sections  of  freight 
between  nttebuig  and  Harpers  Ferry. 

[FltUbnig  PoM,  Jnljr  it,  ISM.] 

BdUfonU,  Ph.— Sunday  tiain  service  for  Bellefonte  was  established  for  the  Aral 
time  in  the  history  of  the  town  by  the  Pennsylvania  Railroad  Gompaoy. 


30  HEAREKGB   BEFORE   THE   IKDUSTBIAL   COHHISSION. 

[Plttibiu^  Poat,  Ansnat  S,  ISM.] 

A  heavy  run  qflioe  tlock. — The  Panhandle  had  a  very  heavy  run  ot  live  stock  Sun- 
day, more  than  125  carloade  having  been  brought  in  during  the  day.  One  lar^ 
train  load  came  in  from  the  Wheeling  dlTieion,  and  the  other  longest  train  load  was 
gathered  up  along  the  Cleveland  and  Marietta  Railroad.  The  other  trains  came  in 
from  the  divisions  west  of  Columbus  and  Indianapolis. 

On  the  Fort  Wayne  and  f^ltimore  and  Ohio  the  live-stock  traffic  was  also  ouite 
heavv.  There  was  not  Buch  a  heavy  buainesa  in  refriKerator  stuff,  but  the  mercnan- 
dise  Dusinees  west  bound  was  heavier  than  usual.  On  Saturdave  the  live  stock  is 
driven  from  Ohio  and  Indiana  towns  to  the  stock  pens  and  loaded  up  for  East  lib- 
erty, and  the  trains  come  in  here  od  Bundays. 

[Bfsver,  Pa..  8Uu,  of  AnguMSl,  ism.] 

Em  lAverpool  and  BeSaire. — Under  new  schedule,  taking  effect  on  Pennsyli'ania 
lines  Sunday,  July  23,  a  new  train  will  be  run  Sundays  between  Pittabui^,  East  Liv- 
erpool, SteuDenville,  and  Bellatre.  The  new  train  wiU  leave  Pittsburg  Union  Station 
7.10  a.  m.,  central  time,  arriving  at  Rochester  8.20  a.  m.,  Beaver  S.25  a.  in.,  East 
Liverpool  9.02  a.  m.,  Steubenville  10.06  a.  m.,  Bellaire  11.15  a,  m.  Returning,  leaves 
Bellaire  at  1  p.  m.,  central  time;  arrives  in  Pitteburg  at  5  p.  m. 

IPEtUburg  PoM,  July  21,  ISM.] 

More  Simday  (raitu.— It  was  tmnounced  yesterday  that,  beginning  next  Sunday, 
the  Pennsylvania  Company  would  be^in  running  train  361  through  to  Bellaire  every 
Sundav,  and  No.  360  will  also  be  a  daily  train,  leaving  Bellaire  at  1  p.  m.  The  new 
south-bound  Sunday  train  will  leave  Pittsburg  at  7.10  a.  m.  daily.  This  is  in  accord- 
ance with  the  statement  made  in  the  Post  some  weeks  ago.  The  next  break  will  be 
on  the  Chartiers  branch  ot  the  Panhandle,  which  has  been  without  a  Sunday  train 
for  years. 

[PItlaburg  Post,  Ansiut  1,  ISM.] 

How  the  freight  butinai  moved. — The  usual  large  volume  of  Sunday  through  freight 
was  handled  on  the  Pittsbure  trunk  lines.  The  Panhandle  bad  some  87  trains,  and 
the- total  movement  exceeded  8,000  cars.  The  Fort  Wayne  river  division  was 
crowded  with  trains  all  day,  and  the  Baltimore  and  Ohio  and  the  Pittsburg  and  Lake 
Erie  rails  were  kept  warm.  The  refrigerator  business  was  heavy  on  the  Panbandle, 
more  than  126  carloads  having  arrived  here  from  the  West 

[RochaWer  (Pa.)  Commoner,  Augiut  12, 18W.] 

New  Sundry  (raiw  beitaem  PiUtburg,  EaM  hivftpoot,  and  BeUairt.—UndeT  new 
schedule  taking  effect  on  Pennsylvania  lines,  Sunday,  July  23,  a  new  train  will  be 
run  Sundays  tetween  Pittaburg,  Fast  Liverpool,  Steubenville,  and  Bellaire.  The 
new  train  will  leave  Pittsburg  Union  Station  7.10  a.  m.  central  time,  arriving  at 
Rochester  8.20  a.  m.,  Beaver  8.25  a.  m.,  East  Liverpool  9.02  a.  m.,  Steubenville  10.06 
a.  m.,  Bellture  11.16  a.  m.  Returiung  leaves  Bellaire  1  p.  m.,  central  time,  arriving 
at  Pittsbui^  5  p.  m. 

[PtttsbursPoM,  AUgDBl2G,1SW.] 


[Rocbegter  (Fa.)  Commoner,  September  2,  ISM.] 

NeiB  Sunrfoy  train*  between  PiUtburg,  East  Liverpool,  and  Bellaire. — The  new  tr^n 
will  leave  Pittsburg  at  7.10  a.  m.,  central  time,  arriving  at  Rochester  8.20  a.  m., 
Beaver  8.25  a.  m.,  East  Liverpool  9.02  a.  m.,  Steubenville  10.06  a.  m.,  Bellaire  11.15 
a.  m.    Returning  leaves  Bellaire  1  p.  m.,  central  time,  arriving  at  Pittsburg  5  p.  in. 

[PlttBburg  Poat.  September  B.ISM.] 

s  Baltimore  and  Ohio  depot  at  8.20 

[PitlBburg  PmI,  December  1?.  18».] 

'.—From  Sunday 
>ut  46  east-boun( 
CD  this  end  of  the  line,  making  a  total  of  o 
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of  this  ma  through  bnsinQeB,  anch  aa  live  stock,  refrigerator  prodacts,  merchuidiBe, 
and  machinery.  As  the  Panhandle  trains  average  ahout  30  cub  this  would  mean  a 
total  of  2,490  cars  moved.  Many  of  the  west-bound  trains  are  made  up  of  empties, 
and  haul  from  35  to  40  care,  ho  that  while  the  average  eaat-bound  train  does  not  haul 
over  23  care,  the  longer  west-bound  trains  make  the  total  average  greater.  On  the 
Fort  Wayne  and  the  Baltimore  and  Ohio  the  traffic  was  extraordinanlv  heavy  during 
the  past  4g  hours,  and  the  main  atem  i>f  the  Pennsylvania  Railroad  Dotween  Fitts- 
hurg  and  Altoona  was  crowded  with  fre^t  trains. 

[PlttsburfT  Poat,  December  IK,  IBM.) 


^  __not  freight  from  the  Pittabarg  and 

Weetem,  most  of  which  was  flrstHilaas  through  traffic  to  Baltimore  and  Philadelphia. 

On  the  Pennsylvania  they  were  kept  hustring  to  keep  the  I^tcaim  yards  dear,  and 
between  BoUvar  and  Altoona  there  was  a  tremendous  rush  of  tmffic. 

[Fitlsbarg  Pwt,  Februuy  6,  IKKL] 

Good  run  of  Sunday  freight.— Oa  Bnnday  the  Panhandle  had  36  east-boujid  and  over 
30  wcat-bonnd  freight  tiainB  between  6  a.  m.  and  10  p.  m.,  and  most  of  the  buaineee 
waa  first  class.  On  Monday  the  through  and  local  Dusineee  was  very  heavv  and  10 
trains  an  hour  poaeed  Jdlewood  and  Grafton.  Ten  of  these  tisins  were  loaded  with 
dressed  meatand  live  stock  and  the  balance  contained  local  freight  The  Fort  Wayne 
had  a  tremendous  rush  of  ttuoQgh  freight  east-bound  which  almost  swamped  the 
Wert  Penn. 

[FltMiDrE  Pot,  Pebnurr  30, 1900.] 

Very  Jisav)/ frtiaht  traffic— Tkid  Sunday  morning  at  5  a.  m,  trntil  Stmday  n^ht  at 
11  p.  m.  the  Fannandfe  tooved  over  80  freight  trains  on  the  Pittsburg  end  of  the 
roads.  The  west-bound  business — made  up  ol  coke,  steel  rails,  and  merchandise — 
was  unusually  heavy,  and  the  movement  of  first-class  freight  eastward  waa  good. 
The  same  report  comee  from  all  the  other  roads  which  center  h^re.  The  business  on 
the  Baltimore  and  Ohio  main  line  through  Cumberland  is  said  to  be  tremendously 

[PltUbiir?  Poat,  October  U,  18W.] 

Heaey  litw-stoeit  fra{^  Sandtiif — Many  tmxn  load*  of  eatde  \nere  moved  through  the  cUy 
eoMward — DoMe-headert  neceitary — PanhandU  pattenger  traffic  regutrw  extra  rtiyin«« — 
JVW  locomolivai  for  the  B.  li  0.  it,  S.  — Bvsineai  in  Ike  Ohio  Valley — Newsy  noUi  from 
the  raUroadt. — Yesterday  the  Panhandle  brought  in  over  110  carloads  of  live  slock. 
One  train  of  23  cars,  from  the  Cleveland  and  Marietta,  came  in  at  10  a.  m.,  and  was 
followed  by  four  more  trains  with  about  1 1  I'ars  each,  making  a  total  of  67  carloads 
handled  in  2  hours.  The  Fort  Wayne  had  a  big  run  of  live  stock  also,  and  the  East 
Liberty  stock  yards  presented  a  busy  scene  in  the  afternoon,  as  abont  6  more  Pan- 
handle trains  came  in  with  stock  between  2  and  6  p.  m. 

The  railroads  and  the  drovera  work  in  harmony  to  get  as  iruch  stock  over  the 
road  on  Bunday  as  powible,  as  there  are  fewer  passenger  trains  on  that  day,  and  the 
trains  can  be  handled  with  much  less  trouble  than  on  regular  week  days. 

The  Baltimore  and  Ohio  had  several  trains  of  live  stock  contina  in  from  the  dif- 
ferent divisions  of  the  road,  the  Htt«but^  and  Western  having  delivered  many  cars 
to  the  Pittsburg  division.  It  is  noticed  that  this  system  is  now  handling  more  live 
stock  and  first-class  freight  than  ever  before  in  its  history,  and  this  is  due  to  the  fact 
that  the  road  is  in  excellent  shape  and  the  stock  trains  make  fost  time  all  the  way 
from  Chicago  to  the  Atlantic  seaboard. 

[Plltabarg  Peat,  Febinuy  IS,  ISOa.] 

Good  run  of  Swiday  freighi, — Live  stock,  refrigerator,  and  merchandise  freight  was 
heavy  on  all  the  lines  on  Sunday.  The  Fort  VS^yne  and  Panhandle  had  a  big  rush 
of  traffic,  the  latter  line  having  brought  in  no  iess  than  100  carloads  of  live  stock 
and  about  60  carloads  of  dreraed  meat.  The  Baltimore  and  Ohio  main  line  was 
crowded  ae  usual  with  flret-class  freight,  and  more  than  60  trains  passed  over  th« 
long  brick  bridge  at  Cumberland  dnnng  the  day. 
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[PltUburg  Post,  February  26, 1900.] 

Live-ttock  ihipmentt  heavy. — From  Saturday  noon  until  Sunday  evening  the  Pan- 
haudlo  had  over  150  carloadsof  liveetock.  One  of  the  bie  new  mogul  engines,  No.  88, 
pulled  throuzh  the  Union  station  yards  with  29  cars  loaded  with  cattle  from  the 
States  w*st  oif  Pittsbore.  Several  other  stoct  trains  came  in  during  the  period  of 
time  above  defined.  The  Hve-stock  traffic  on  the, Fort  Wayne  and  the  Baltimore 
and  Ohio  lines  was  very  heavy  during  the  same  period. 

[Pittsburg  Poet.  Febrnary  W.  1900.] 

The  reKular  meeting  of  the  Pittsburg  passenger  committee  will  be  held  this  after- 
noon. The  mnnii%  of  Sunday  excursion  trains  iu  and  out  of  the  city  next  aeaeon  is 
anaasuied  fact. 

[PIttBbnis  Birt,  Manih  20, 1900.] 

freight  movement  tdtl  Keaoy. — Prom  Sunday  at  6  a.  m.  until  10  p.  m.  the  Panhandle 
had  about  33  east-bound  freight  trains  and  30  west-bound  trains,  making  a  total  of 
more  than  63  trains  hauled  over  this  end  of  the  road  in  the  time  stated,  which  meana 
more  than  100  freight  trains  every  24  home.  Most  of  the  east-bound  freight  ia  com- 
posed of  grain,  live  stock,  dressed  meat,  and  machineir.  Hundreds  of  Chicago, 
Burlingtoa  and  Quincy,  Chicago,  Milwaukee  and  St.  Paul,  and  Great  Northern  can 
come  over  this  road  daily  loaded  with  grain  and  are  sent  through  to  the  Atlantic 
seaboard. 

[Plttd>urs  Poat,  Marcb  Z7, 190O.] 

About  90  freight  trains  were  moved  on  this  end  of  the  Panhandle  between  12.10 
a.  m.  Sunday  and  10  p.  m.  Sunday  night.  , 

The  question  of  Sunday  labor  and  the  means  of  Testricting  it  have  been  subjects  of 
^reat  discussion  among  the  railroad  employees  in  their  union  meetings  and  conven- 
tions, and  more  ho  of  late  on  account  of  theapparent  policy  of  the  tmlr^ds  to  increase 
the  number  of  Sunday  tnuns;  and  the  result  nas  been  the  adoption  of  strong  resolu- 
tions Sjgainst  the  practice  and  requests  for  Congieesional  action  in  the  matter,  as  the 
following  resolutions  will  show: 

(B««IiitIiHiof  lutemaUotialUeetliigodUlInMa  Emploreeain  New  York  CItf  Uay  28,  IBM.) 

We  fiivor  the  enactment  of  taws  aSording  railroad  employees  Sunday  rest,  so  far  as 
is  consistent  with  the  imperative  demands  of  the  people.  (Kaalroad  Trainmen's 
Journal  for  July,  1894,  p.  585.) 

[B«so1iitioii  ol  third  biennial  coDveallon  ol 
Onti 

Whereas  believing  as  we  do  that  the  one  day  of  rest  in  seven  is  for  the  beet  inter- 
ests of  labor,  and  was  so  deogned  by  Infinite  wisdom:  Therefore,  be  it 

EemAved,  By  the  Brotherhood  of  Rulroad  Trainmen  in  international  biennial  con- 
vention here  assembled,  that  we  reiterate  our  utterance  made  in  the  Boston  conven- 
tion of  1893_,  viz:  That  we  are  unalterably  opposed  to  Sunday  trains,  the  runnine  of 
which  deprive  so  many  of  us  of  our  juat  rights  to  Sunday  rest.  (Convention  Pro- 
ceedings, p.  72.) 


rRMolnUoii  ot  foorth  bleoaU  oooventlon  of  the  Brotherhood  o[  Rail 
OrleLiu,  Id.,  May  IT.  ISW.] 

Whereas  we  believe  the  laws  of  nature  demand  that  man  should  have  at  least  one 
day'srcstoutof  seven,  and  if  thegreat  political  and  industrial  questions  are  to  receive 
iolelligent  consideration  at  the  hands  oE  the  toilitig  masses  more  time  must  bo  given 
them  lor  recaperation  and  thought,  and  as  Sunday,  the  firat  day  of  the  week,  is 
obset^ed  more  than  any  other  day  of  the  week  for  rest,  and  therefore  can  be  easily 
reeen'ed  as  a  rest  day,  and  as  the  growing  demand  of  the  public  for  Sunday  trains, 
and  the  eagerness  ol  tulroad  companies  to  increase  dividends  by  running  Sunday 
trains,  threaten  to  entirely  deprive  the  railway  employees  of  a  day  of  rest:  Therefore, 
belt 

Rt»(Aved,  That  while  we  realise  the  qnam-public  nature  of  oiir  positions,  and  that 
it  is  our  duty  to  meet  all  reasonable  demands  of  the  public  and  our  emplovera,  we 
believe  a  rest  day  is  just  as  dear  to  ns  as  it  is  to  all  other  classes,  and  the  demands 
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Sunday;  that  no  barm  can  come  from  the  imloadingof  live  stock  to  rest  overSimda^; 
that  the  demands  of  the  public  for  SundRy  traioB  for  purpose  of  pleoBUro  and  conveni- 
euce,  aad  the  running  of  trains  by  railroad  compamee  tor  the  purpoee  of  increasing 
dividenda  come  from  eelfish  motives,  which  experience  haa  taught  us  can  not  be 
overcome  by  Buamon,  and,  aa  there  seems  to  be  no  hope  of  our  naving  a.  reet  day, 
unleaB  it  be  secuied  by  l^islative  enactment,  we  urge  the  United  States  Industrial 
Commiesion  and  Congress  to  investigate  thia  question;  we  earnestly  ask  thatCongreea 
pass  a  law  which  will  prohibit  the  running  of  Sunday  tnina  on  all  intetatate  lail' 
roads:  And  be  it  further 

FUtolved,  That  a  copy  of  this  reeolotion  be  sent  to  the  President  of  the  United 
States,  the  United  States  Senate,  the  House  of  Kepresentatives,  the  United  States 
Industrial  CommiBsion,  the  preee,  and  be  printed  in  the  Trainmen's  Journal.  (Con- 
vention Proceedings,  p.  98.) 

This  same  resolution  was  also  passed  at  the  second  biennial  convention  of  the  Order 
of  Kailroad  Telegraphers  held  at  Peoiia,  III.,  May  25, 1899.  (8ee  Supplement  to  the 
Sulroad  Telegrapher  for  July,  1899,  p.  134.) 

[BaolDlloaof  tbQcoavenElonor  the  Stale  LegiMatlTe  Board  olBailrowl  EmplDTeeiafPemuylvknlA, 
held  at  Sunburr.  Pa.,  April  Z7, 1900.] 

Whereas  there  is  a  growing  tendency  among  our  railroad  mana^re,  through  a 
desire  to  increase  earnings  and  in  compliance  to  a  demand  of  a  certam  class  of  peo- 
ple to  increase  the  running  of  Sunday  trains;  and  as  this  action  threatens  to  entirely 
take  from  the  railroad  employees  their  day  of  rest;  and  as  there  seems  to  be  no 
remedy  for  this  except  througn  national  legislation:  Therefore,  be  it 

B4»<Avtd,  That  we  nrge  CongresB  to  pass  a  law  forbidding  the  running  of  Sunday 
trains  on  all  interstate  railroads:  And  be  it  further 

Raolved,  That  a  copy  of  this  resolution  be  sent  to  the  President  of  the  United 
States,  the  United  States  Senate,  the  House  of  Representatives,  and  the  United  States 
Industrial  Commision. 

Most  employees  in  other  classes  of  employment  now  enjoy  Sunday  r^  and  I 
think  the  railroad  employees  contribute  enough  to  the  pubhc  good  to  entitle  them 
to  at  least  equal  treatment  at  the  hands  of  the  public. 

Science  has  taught  us  that  even  the  exhaustion  caused  by  ordinary  labor  can  not 
he  overcome  without  one  day's  rest  out  of  seven.  How  much  more  necessary  then 
is  a  rest  day  for  railroad  employees,  who,  in  addition  to  their  physical  exertions,  are 
under  a  constant  mental  strain,  and  are  required  to  give  service  at  all  times  of  the 
day  and  night,  and  are  exposed  to  ali  kinds  of  weather. 

Much  agitation  has  been  going  on  at  different  times,  and  a  great  deal  has  been 
said  and  done  to  reserve  Sunday  forreligious  reasons.  So  far  as  results  are  concemini 
it  wotUd  not  matter  materially  to  the  working  classes  what  influence  brought  alwnt 
the  reservation  of  one  day  out  of  seven  as  a  &.y  of  rest.  They  would  welcome  it  no 
matter  from  what  source  it  came.  However,  I  have  given  this  question  a  greatdeal 
of  study  and  ha\'e  endeavored  to  look  at  it  in  all  of  its  phases,  and  if  it  is  to  be  solved 
by  li^slation  (which  I  think  ia  the  proper  means  of  solving  it),  I  con  not  see  bow 
we  can  consistentlv  contend  for  it  from  a  religious  point  of  view;  for  just  as  soon  as 
the  religious  question  is  brought  into  it,  just  so  soon  does  it  liecome  sectarian,  and  the 
various  creeds  which  believe  in  observing  the  first  day  of  the  week  will  contend  for 
it  for  sectarian  reasons,  while  the  creed  which  believe  in  observing  the  last  day  of 
the  week  will  oppose  the  obBer\'ance  of  the  first  day  and  contend  for  the  observance 
of  the  last  day.  I  believe  the  observance  of  one  day  out  of  seven  can  be  contended 
for  for  humanitarian  and  patriotic  reasons,  and  mucn  argument  can  be  produced  to 
show  why  the  flret  day  of  the  week,  what  is  commonly  known  as  Sunday,  is  the  day 
that  should  bo  set  apart  as  a  rest  day  for  railroaxl  employees  as  well  as  other  classes. 

The  fiist  good  reason  is  because  many  of  our  State  lef;islatur«s  have  passed  laws  lim- 
iting labor  on  this  day,  and  in  consequence  it  is  observed  by  our  manufacturing  and 
mercantile  institutions  and  by  our  agriculturists. 

Then,  too,  so  many  more  people  observe  it  and  refrain  from  work  for  religious 
reasons  than  there  are  people  who  through  religious  belief  observe  some  other  day. 
Consequently  it  is  the  rest-day  now  observed  by  a  great  majority  of  our  people,  and 
can,  therefore,  be  more  expeaiently  given  to  tHe  raitrMid  employees  as  their  day  of 
rest  than  can  any  other  day  of  the  week.  11  the  rwlroad  employees  are  not  given 
this  day  as  their  day  of  rest  the  goo<l  influence  of  the  family  circle  will  avail  nothing, 
for  it  is  on  this  day  only  that  the  rest  of  the  family  are  at  home  and  are  at  leisure. 
On  other  days  their  wives  are  busy  with  their  household  caiwi,  the  little  children 
are  at  school,  and  the  larger  ones,  both  boys  and  girls,  are  at  work  In  tiie  factories 
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It  may  be  arKued  that  thia  question  ebould  be  left  to  the  BtAte  IcgialBtures,  and 
that  Congress  should  not  interfere  in  the  matter.  If  the  State  laws  were  adequate 
and  were  respected  and  lived  up  to  by  the  railroad  companies  there  might  be  some 
reason  in  such  on  on^ment;  but  the  Eact  of  the  matter  is  that  many  of  the  State  laws 
are  drafted  in  such  a  way  as  to  allow  them  to  l>e  easily  evaded  by  the  railroad  com- 

Cies,  and  if  there  ia  no  chance  for  evasion  they  are  openly  violated  and  defied. 
Eroad  companies  are  large  and  powerful  corporations  and  wield  an  awful  influence 
in  the  various  States  through  which  these  roads  run,  and  in  many  cases  they  have 
no  respect  whatever  for  State  law,  but  will  hesitate  before  defying  the  strong  arm  of 
the  United  6tat«a  Government;  and  if  Congress  should  pass  a  law  forbidding  the 
running  of  Sunday  trains  I  believe  it  woultlbe  respected.  I  can  cite  no  more  con- 
vincing evidence  of  the  evasion  and  defiance  of  the  State  law  by  railroad  offldals 
than  by  calling  your  attention  to  the  remarkable  admissions  of  several  nutroad  preei- 
dents  in  their  testimony  before  this  commission. 

Mr.  Samuel  Spencer,  president  of  the  Southern  Railway,  in  answer  to  a  question 
from  Commissioner  Kennedy  in  reference  to  the  possibility  of  evadjt^  the  Gteorgia 
Sunday  law,  said:  "That  is  a  qucstioa  that  I  can  not  answer.  I  suppose  it  is  possi- 
ble. I  do  not  recall  the  Georgia  statute  exactly.  I  have  had  knowledge  of  some 
cases  where  one  cor  of  perishable  freight  would  be  used,  for  instance,  to  take  an 
entire  train  of  nonperisnable  freiKht  through  along  with  it.  I  suppose  it  is  K>me- 
thing  like  that  you  had  in  mind.''     (Hearings  on  Transportation,  p.  266.) 

Mr.  M.  E.  Ingalls,  president  of  the  Cleveland,  Cincinnati,  Chicago  and  St.  Louis 
and  the  Chesapeake  and  Ohio  railroad  companies,  testified  practically  the  same  as 
Mr,  Spencer.  The  following  appeare  in  his  testimony  in  regard  to  the  Virginia  Sun- 
day law: 

Q.  But  that  law  does  not  prohibit  passenger  traffic? — A.  No,  nor  perishable 
freight;  and  the  result  is  that  you  will  see  49  cars  of  coal  runningdown  over  the  road, 
and  a  car  of  hogs  used  to  run  them  through;  and  we  run  our  passenger  trains  and 
business  throuMi.     There  is  a  demand  for  passenger  trains  now. 

"  Q.  According  to  that,  practically,  there  is  not  a  great  deal  of  observance  of  that 
law? — A.  You  might  not  have  cars  enough  of  hogs  to  go  around. 

"Q.  If  you  do  have  hc^  enough  to  go  around,  you  are  very  sure  to  run  the 
trains? — A.  As  long  as  we  can  switiSi  in  perishable  freight,  I  unaerstand  from  our 
attorneys  that  we  are  safe.  The  Virginia  people  are  the  cleverest  people  in  the 
United  States.  I  do  not  know  any  btate  where  property  rights  are  so  carefully 
observed  as  they  are  in  Virginia;  and  we  do  not  have  aiiv  trouble  unless  we  strike 
somebody  who  wants  to  m&ke  a  fine  out  of  ua.  The  people  themselves  are  all  with 
ua;  we  do  not  have  any  trouble  with  them."      (Heannas  on  Transportation,  p.  289.) 

Hon.  John  K.  Cuwen,  president  of  the  Baltimore  and  Ohio  Railroad  Comply,  in 
answer  to  a  question  as  to  how  he  managed  the  running  of  Sunday  freights  in  the 
States  which  had  laws  forbidding  it,  said:  "Just  run  alone;  we  have  not  been  pros- 
ecuted. 1  believe  we  were  prosecuted  once  in  West  Virginia,  but  the  matter 
dropped.  It  has  been  sort  of  recognized  as  a  necessity  to  continue  the  running  of 
certam  trains.  There  have  been  from  time  to  time  complaints,  of  coun<e,  local  com- 
plaints, of  running  excursion  trains,  which  are  not  absolutely  iiccet^«ary,  but  we  do 
run  excursion  trains,  and  of  those  there  have  been  complaints  from  time  to  time,  but 
no  prosecutions.     There  have  not  been  any  actual  prosecutions." 

Ill  answer  to  the  question,  "  What  is  your  opinion  of  such  laws  anyhow;  do  you 
ttiink  they  amount  to  anything  or  are  of  any  benefit  to  anybody?"  he  said,  "I  do 
not  think  they  amount  to  anything  or  are  any  benefit  to  anybody."  (Hearings  on 
Transportation,  p.  304. ) 

Here  are  statements  of  three  railroad  presidents,  and  if  the  presidents  of  all  the 
roads  in  this  country  were  brought  before  this  commission  to  testify  1  lieiieve  the 
majority  of  them  rould  tell  the  same  story.  Mr.  Chairman,  if  railroad  precidenta 
will  evade  and  defy  these  State  laws,  and  say  that  they  are  no  good,  I  think  that 
alone  should  be  evidence  enouch  to  convince  this  commission  that  if  the  rail- 
road employees  are  to  get  any  relief  through  legislation  it  must  be  given  by  an  act  ol 
Congress. 

The  great  good  that  would  be  derived,  socially,  morally,  and  politically,  hy  the 
stopping  of  Sunday  trains  far  outweighs  any  inconvenience  that  might  be  suflered 
by  the  railroad  corporations  or  the  public;  therefore  I  am  in  favor  of  Congress  paaa- 
in^  a  law  forbidding  the  runmug  of  Sunday  trains  on  all  interstate  railrtmds.  Pro- 
vision, however,  should  be  maile  for  the  running  of  relief  and  wreck  trains,  and  to 
allow  trainmen  to  complete  their  trips  b^^un  on  Saturday,  in  order  to  get  to  their 
homes. 

Oitrlime. — Some  years  ago  there  was  no  such  a  thing  as  getting  paid  for  overtime 
on  railroads,  the  aauu'  amount  being  pwd  for  a  run  if  it  ti>(>k  24  hours  to  make  it  as 
was  paid  for  the  irniiu  run  if  made  within  10  himiv.  This  condition  existed  until  the 
employees  started  to  organize,  and  gt'tierally,  as  the  organizations  grew  on  each  system 
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of  railroad,  the  mAoagement  grafted  pav  for  overtime;  and,  aa  a  rale,  wherever  yon 
find  the  men  well  organized  yon  find  tbat  they  are  paid  for  overtime  aX  a  rate  pro 
nita  to  the  regular  time.  The  t«legraph  opetstotB  aeem  to  Buffer  the  most  in  this 
way,  as  they  were  the  last  of  theee  employees  to  oi^anize,  aod  on  many  roads  they 
do  not  get  paid  for  overtime. 

Liabuily  ofTailroada  to  employeafor  injury.^A  number  of  States  have  passed  laws 
makins  railroad  companies  liable  for  damages  to  their  employeee  for  injuiy  caused 
by  neglect  or  miamanagement  of  certain  claanes  of  employees.  The  effect  of  this 
Ifsialation  has  been  that  mider  certain  circumetancea  employeea  who  liave  been 
injured  while  in  the  pertormance  of  their  dutv  have  collected  damages  therefor. 

Theettc<:tot  Buch  legislation,  if  extended,  will,  I  believe,  have  a  tendency  to  decrease 
injilriea  to  railroad  employees,  for  if  the  companies  are  held  to  account  for  injuriee 
received  through  the  neehgence  and  incompetency  of  their  employees,  it  will  cause 
them  to  be  more  careful  in  their  management  and  in  the  selection  of  employees. 
Some  States  have  made  it  possible  for  persons  dependent  upon  employees  to  recover 
damages  in  case  such  Mnproyees  are  killed  through  the  negligence  of  the  raihx>ad, 
though  in  some  States,  I  oelievej  thia  ia  not  the  case. 

Speaking  in  general,  the  doctnne  of  risks  contemplated  by  voluntarily  enga^ng  in 
a  dangerous  occupation  is  upheld  by  judicial  decisions  and  Dae  not  been  modified  to 
any  extent  by  statutes,  ono  exception  being  in  the  act  of  Congreas  requiring  lailroad 
companies  to  equip  their  cars  with  safety  appliances.  In  this  case,  however,  it  is 
limited,  inasmuch  aa  it  onlj^ applies  when  companies  fail  to  furnish  certainappliancee. 

Most  of  the  liability  legislation  is  limited,  very  few  States  making  the  railroad 
companies  liable  for  the  acta  of  all  their  employees,  the  liability  being  generally  con- 
fined to  the  acts  of  agents  and  certain  other  employees.  For  instance,  in  the  case  of 
an  injury  to  a  brakeman  caused  by  the  negligence  of  a  fireman  the  biukeman  could 
not  recover,  where  if  his  injury  had  l)een  caused  by  the  nt^ligence  of  an  agent  of 
the  company  or,  in  some  States,  by  a  conductor  he  could  recover. 

The  nature  and  effect  of  this  legislation  is  that  employees  are  denied  the  right  to 
recover  unless  the  injury  is  caused  by  the  negligence  of  one  of  a  certain  class  of 
employees.  I  think  the  laws  should  make  the  companies  liable  tor  negligence,  mis- 
management, and  inconipetency  of  all  of  their  employees. 

Some  States  have  limited  the  amount  that  an  employee  can  recover  for  injury, 
while  some  States  are  forbidden  by  their  constitutions  from  passing  such  legislation. 
Pennsylvania  is  one  of  the  States  which  forbids  this  legislation. 

As  a  general  rule  the  decisions  of  our  courts  under  the  common  law  are  favorable 
to  the  companies.  This  is  in  keeping  with  the  ruling  of  an  English  court  laid  down 
in  the  year  1837,  and  which  seems  to  be  the  precedent  that  has  been  followed  by  our 
courts.  It  was  said  during  the  early  decisions  on  this  question  that  the  one  great 
reason  why  the  employer  should  not  be  liable  to  an  employee  for  injury  caused  by 
the  negligence  of  a  fellow-servant  was  because  the  employees  were  coemployees, 
working  together  in  the  same  employment,  and  that  they  were  in  a  better  position  to 
know  each  others'  faults,  and  could  therefore  better  protect  themselves  against  injury 
from  each  others'  negligence  than  could  the  employer  protect  them.  But  it  must 
be  remembered  that  the  decision  of  the  English  judge  was  made  at  a  time  when 
employees  worked  ti^ether  on  the  same  piece  of  work;  it  was  before  the  great  cen- 
tralization of  wealth  and  consolidation  of  manufacturing  and  other  establishments, 
when  prolmbly  only  two  or  three  laborers  worked  in  a  shop  and  were  broujiht 
closely  together  not  only  in  their  work,  but  socially,  as  well;  and  whatever  justice 
there  was  in  such  a  rule  at  that  time,  if  there  was  any  at  all,  surely  disappears  when 
applied  to  the  gigantic  manufacturing  institutions  and  the  great  consolidated  systems 
of  railroads  of  to-day,  when  thousands  work  together  in  the  same  cocnmon  employ- 
ment and  never  see  each  other,  much  less  becoming  acquainted  with  each  other  and 
studying  each  others'  capabilities  and  faults;  and  even  If  they  were  acquainted  and 
knew  each  others'  faults,  their  work  is  of  such  a  nature  and  tbey  are  so  widely  sep- 
arated that  they  could  not  guard  against  accident. 

An  engineer  may  be  going  along  the  road  with  his  train,  and  everything  may  be 
going  all  right  until  he  has  gone  100  miles,  when  suddenly,  without  warning,  his 
train  colUdes  with  an  opposing  train  and  he  b  injured,  all  on  account  of  some  tele- 
graph operator  failing  to  deliver  on  order  to  the  train.  It  may  l>e  that  ho  never  saw 
the  operator,  and  oven  if  he  bad  known  him  and  thought  he  was  not  a  competent 
man  ne  could  not  have  stopped  his  train  and  refused  to  proceed  just  because  this 
operator  wa»  working  at  the  same  time  he  was.  If  he  would  do  such  a  thing  as  that 
he  would  bedisottesed  from  the  service.  (See  Decision,  Frazier  v.  Pennsylvania  Rail- 
road Company,  to  follow.) 

Then,  too,  the  discrimination  of  our  courts  between  the  public  and  the  employees 
must  appear  to  the  reasonable  mind  to  be  unfair.  A  meml>er  of  this  couiniisaion 
may  go  to  a  railroad  company  and  sell,  trade,  or  give  it,  as  the  term  may  be,  $4  for 
a  nde  from  Washington  to  Pittsburg;  I  go  to  the  same  company  and  sell,  trade,  or 
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^ve  it  lay  labor  as  a  canductoc  from  Waahingtos  to  Pittsburg  for  fi.  Nrntber  of  OB 
enter  into  anr  aKreement  witb  the  uoinpany  to  releafie  it  from  any  rsflponsibility  for 
injury.  We  both  go  out  on  the  eame  train,  you  as  a  paaaenger  and  I  aa  a  conductor. 
Our  train  Koesalong all  right  for  a  long  dutance.  I  am  bney  collecting  tickets  and 
looking  after  the  comfort  of  my  paaeengers.  After  our  train  has  gone  a  distance  of 
aboutaXI  miles  some  n^ligent  switchman,  whom  you  and  I  knew  nothing  about  and 
whose  character  and  fitness  we  never  had  opportaiity  to  know,  lias  left  a  switch 
open,  which  causes  our  train  to  be  wrecked;  you  lose  two  fingers  and  I  loae  a  lee  or 
an  arm;  you  can  go  into  the  courts  and  recover  to  the  amount  of  thousands  of  doilare 
and  I  recover  nothing;  and  if  I  be  killed  neither  can  my  family,  which  is  dependent 
on  me,  recover.     If  the  company  is  responsible  to  you  it  should  be  to  me. 

This  question  has  received  a  great  deal  of  consideration  by  the  railrtud  employees, 
and  wherever  they  have  had  l^islative  committeea  at  work  in  the  different  StaUe 
they  have  endeavored  to  gel-  laws  passed  which  would  be  more  favorable  than  the 
common  law.  The  following  are  a  few  expressions  of  the  rtulroad  employees  in  their 
meetings: 

[Roolutlon  of  union  meeting  at  orgsoiied  rsUnad  employees  al  Texas,  held  al  San  Auloulo,  Tex., 
Scplember  9.  ISU.] 

Whereas  the  supreme  court  of  the  State  of  Texas  in  its  recent  decision  rendered 
inoperative  our  fellow-eerrant  law:  Therefore,  be  it 

Saolved,  That  we  demand  such  legislation  as  will  ^ve  us  an  effective  fellow- 
servant  law.     {E^way  Conductor,  for  October,  1896,  p.  612.  j 

[Eesolullon  of  union  DueUngor  oiganUed  nkllrood  employed,  beld  at  Carnegie.  Pa.,  July  18,  isw.] 

Whereas  the  common  law  as  applied  bv  our  courts  in  civil  actions  brought  by 

employees  to  recover  for  injuries  received  tnroush  the  n^l^ ' ' — 

onitur  and  nnjust,  and  as  there  is  great  need  S>r  l^islative 

injustjcea  from  which  we  suffer  at  the  hands  of  our  courts  in  such  casee:  Therefore, 

belt 

Retolved,  That  we,  members  of  the  Brotherhood  of  Jjocomotive  Engineers,  Brother- 
hood ol  Locomotive  Firemea,  Order  of  Railroad  Conductors,  Brotherhood  of  Kail- 
road  Trainmen,  and  Order  of  R^lroad  Teli^raphers,  in  joint  meeting  assembled  at 


Carnegie, Fa.,  on  this  16th  day  of  July,  18W,  earnestly  urge  Congress  to  pass  a  law 
giving  employees  of  interstate  railroads  the  sanie  rights  to  recover  for  injuries 
caused  by  the  negligence  of  coemployecs  as  are  now  enjoyed  by  those  who  are  not 
employees. 

Be  it/arlfier  resolvtdi  That  a  copy  of  this  resolution  be  sent  to  the  President  of  the 
United  States,  the  United  States  Senate,  the  House  of  Eepresentatives,  and  the  United 
Stales  Industrial  Commission. 

In  addition  to  theee  resolutions  the  fourth  biennial  convention  of  the  Brotherhood 
of  Byroad  Trainmen,  held  at  New  Orleans,  La. ,  May  15, 1899,  passed  a  motion  Indors- 
ing a  national  employera'  liability  law.     (Convention  Proceedings,  p,  73.) 

In  order  that  you  may  have  the  opportunity  to  see  the  way  this  question  is  handled 
in  a  State  where  the  common  law  prevails,  I  have  had  prepared  a  copy  of  some 
important  decisions  of  the  courts  of  Pennsylvania,  which  I  submit  herewith.  My 
reasons  for  jjicking  the  State  of  Pennsylvania  are  becauiae  of  the  vast  multitudes 
employed  in  its  mines,  enormous  manufacturing  and  mercantile  establii^hmenta,  and 
on  its  thousands  of  miles  of  railroads. 

[PennirtvanlB  Iawi  and  deciilons  relative  bi  the  Uabilll]!  al  employeis  tor  Injuries  to  employees,] 

The  State  of  Pennsylvania  has  no  "employers'  liability  act"  (Shearwan  &  Red- 
field  on  Neghgence,  sec.  2410. ) 

In  the  absence  of  such  Btatute  the  common-law  rule  is  ii 
that  the  roaster  is  not  liable  for  an  injury  received  by  ai 
of  the  negligence  of  his  coemployee. 

See  paper  entitled  "  Employer  and  employee  under  the  common  law,"  iu  Bulletin 
No.  1,  pages  95-107,  of  the  Departaient  oi  iJibor,  for  November,  1895. 

No  act  of  the  seneral  assemoly  ehalt  limit  the  amount  to  be  recovered  for  injuries 
resulting  in  deaUi,  or  for  injuries  to  peraon  or  property,  and  in  rase  of  death  from 
such  injuries  the  right  of  action  shall  survive,  and  the  general  assembly  shall  pre- 
scribe for  whose  benefit  such  actions  shall  be  prosecuted.  (Art.  Ill^sec  21,  Cons,  of 
Pa.  of  1874.    Construed  in  124  Pa.,  183.)  ,,  i  A  iOt>'^?IC 
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Actions  for  injury  bv  negligence  shaJl  nut  abate  bv  death  of  plaintiff.  (Public 
UwB.66»,Bec.  18, 1851.1 

Buch  ftctiouH  may  be  brought  after  deatli  of  party  injured.  (Public  I^we,  669, 
sec.  19, 1861.) 

In  case  of  death  such  actiouH  may  be  maintained  bv  husband,  widow,  children,  or 
paientK     fPublic  Laws,  309,  sec  1, 1856. ) 

Such  actions  shall  be  brought  within  one  year  after  the  death,  and  not  thereafter. 
(Public  Laws,  30B,»ee.  2, 1855.) 

When  any  person  shall  eostain  personal  injury  or  loss  of  life  while  lawfully 
engaged  or  employed  on  or  about  the  roads,  works,  depots,  and  premises  of  a  railroad 
company,  or  in  or  about  any  train  or  car  therein  or  thereon,  of  which  company 
such  person  is  not  an  employee,  the  right  of  action  and  recovery  in  all  such  cases 
against  the  company  shall  be  such  only  as  would  exist  if  such  person  were  an 
employee:  ProMed,  That  this  section  shful  not  apply  to  passengers.  (Public  Laws, 
58,  seel,  1806.) 

(This  IB  a  police  n^alation,  ajid  is  constitutional.  It  forbids  persons  from  under- 
taking a  dangerous  employment  except  at  theirownrisk.  761^,606;  89  Pa., 193; 
92  Pa., 82.) 

II. COUBT 


When  a  master  entrusts  to  the  superintem  „  

ter  of  notifying  the  employees  of  any  latent  danger,  the  foreman  in  choree  of  the 
nngs  en^jaged  in  the  work  of  excavation  are  not  vice  principals  in  the  aWnce  of 
the  superintendent,  so  aa  to  render  the  employer  liable  for  their  failure  to  notify  the 
employee  of  such  dan^r. 

When  the  only  possible  danger  to  an  employee  engaged  in  making  on  excavation 
is  such  as  may  ari^e  during  the  progress  of  the  work,  the  employer  is  not  Ijound  to 
stand  by  during  the  work  to  see  if  a  danger  ariiwia,  it  being  sufficient  if  he  provides 
against  such  dangers  an  may  possibly  arise  and  gives  the  workmen  the  means  of 
protecting  themselves.  (Durst  t'.  Carnegie  Steel  Co.,  33  Atl.  Bep.  (Pa. ),  1102.  Jan., 
1890.) 

Who  is  to  be  considered  a  representative  of  the  employer  and  not  a  coworkman 
is  generally  a  question  of  great  diffii^ulty.  The  eourts  have  so  disagreed  respecting 
the  rale  applicable  in  such  cases  that  the  subject,  as  is  said  in  Bailroad  Company  v. 
Baugh  (149  U.  8.,  368),  ia  In  great  confusion.  To  enter  upon  a  general  discussion  of 
it  here  would  be  folly.  A  very  thorough  discussion  may  be  found  in  the  case  just 
dted.  Where  oue  is  employed  to  superintend  the  entire  business  of  the  employer 
or  a  distinct  department  thereof,  and  given  control  over  other  employees  working 
therein,  he  represents  the  employer;  while  one  employed  as  a  foreman  to  direct  and 
manue  the  performance  of  some  iwrt  of  the  general  business,  even  with  authority 
over  his  coemployeee  working  therein,  is  not  sui^h  a  representative,  and  the  emptoyer 
is  consequently  not  responsible  for  his  careleieness.  (Coubun  v.  Leonard,  77  fed. 
Kepy  538.    Dee,,  1886.    A  Pennsylvania  case.) 

(The  Bau(jh  decision  above  citeil  also  declared  that  the  question  of  tho  responsi- 
bility of  a  railroad  corporation  for  injuries  canned  to  or  by  its  servants,  where  there 
is  no  State  statute  on  the  subject,  is  one  of  general  law,  upon  which  Uniteil  States 
courts  exercise  an  independent  judgment,  and  is  not  settlea  by  decisions  of  the  State 
court  wherein  the  cause  of  action  aroae.  J 

Where  one  railway  company  runs  trains  on  the  track  of  another  the  servants  of 
either  company  are  not  eoservants  of  the  servants  of  the  other.  (C.  B.  B.  Co.  v. 
Armstrong,  49^a.8t.,  186.) 

Servants  of  a  contractor  and  those  of  a  subcontractor  are  not  coservanta.  (Hunt 
r.  Pa.R.B.Co.,51Pa.St.,476;  Hassr.  Phila.  and  S.M.8.Co.,88  Pa.St.,269.) 

The  obligation  of  the  master  does  not  extend  beyond  the  use  of  ordinary  care  and 
diligence.     (Caldwell  v.  Brxiwn,  53  Pa.  St. ,  453. ) 

Where  the  injured  servant  remained  in  the  marter's  employment  with  knowledge 
of  his  coeervant's  incompetency  he  can  not  recover  for  injuries  resulting  therefrom 
nnleee  he  shows  that  he  had  reason  to  believe  he  would  be  discharged  or  placed 
where  his  negligence  would  not  injure  complainant.  (Frazierv.  Pa.R.  B.Co.,38  V&. 
St.  104.) 

If  the  officers  of  a  rtulway  company  have  made  careful  inquiry  into  the  habits  and 
"mpetency  of  the  employees,  and  upon  such  inquiry  believe  them  sober,  roinpe- 
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The  measure  of  damageH  for  nwliftencc  is  the  aame  ageAnat  artificial  bb  against 
natural  pereons.     (P.  A. onA  M.  R.  R.  Co. r.  Donahue,  70  Pa.  St.,  119. ) 

Where  exemplary  dama^  ar«  not  warranted  by  the  urtmi  negligence  of  tlie 
defendant  they  must  be  stnctly  compensatory;  but  this  may  jiiclude  oompensation 
for  pain  and  suffering,  lose  of  time,  expense  of  medical  attendance,  and  such  dam- 
ages ae  the  plaintiff  will  probably  sustain  in  the  future.  (P.  A.  and  M.  R.  R.  Co.  r. 
Donahue,  TO  Pa.  St,  119;  Pa.  R.  K.  O).  v.  BrookB, 57  Pa.  St. ,  339. ) 

The  scope  of  the  duties  of  an  employee  is  to  be  defined  by  what  he  was  employed 
to  do  and  what  ho  actu^ly  did,  rather  than  by  the  verbal  designation  of  his  position. 
(Rumweilw.Diiwortb,  111  Pa.,  343.) 

To  constitute  fellow-servants  it  is  suflicieut  if  the  employees  are  in  the  service  of 
the  same  master,  engaged  in  the  same  common  work,  and  performing  services  for 
the  same  general  purpose.     (Lewis  v.  Seifert,  116  Pa.,  628. ) 

Fellow-servants  need  not  be  engaged  in  the  same  particular  work.  It  is  sufficient 
if  they  are  engaged  in  tlie  same  common  work,  altnough  some  may  be  inferior  in 

re  and  subject  to  the  control  of  superiors.     (N.  Y.  L.  E.  and  W,  R.  Co.  D.Bell,  112 
,400.) 

It  is  only  when  the  master  or  superior  places  the  entire  charge  of  his  buainees,  or 
a  distinct  onuach  of  it,  in  the  hands  of  an  agent  or  subordinate  and  exercises  no  dis- 
cretion or  oversight  of  his  own  that  the  master  is  liable  for  the  negligence  of  i>uch 
agent  or  subordinate.  (N.  Y.  L.  E.  and  W.  R.  Co.  v.  Bell,  1 12  Pa.,  400;  Lancaster  Ave. 
Imp.  Co.  V.  Rhoads,  116  Pa. ,  377. ) 

A  master  is  not  responsible  for  injury  to  an  employee  through  negligence  of  a 
mining  boss,  a  fellow-servant.     (Reese  v.  Biddle,  112  Pa.,  72.) 

A  mmins  boa  under  the  Pennsylvania  acts  of  1870,  of  1377,  and  18S5  is  a  fellow- 
servant  wiui  the  miners,  and  his  employers  are  not  liable  to  miners  injured  from  an 
explosion  of  Are  damp  caused  by  his  negligence.  (Lincoski  v,  Susq.  Coal  Co.,  157  Pa, 
St.,  153;  Redstove  Coke  Co.  n.  Roby,  115  Pa.,  364;  Waddell  r.  Simoson,  112  Pa.,  567; 
Lehigh  Val.  Coal  Co.  v.  Jones,  86  Pa., 432;  Del.  and  H.  C.  Co.  v.  Carroll,  8S  I'a.,  374. ) 
:  A  train  dispatcher  is  not  a  fellow-servant  with  an  engineer.  (Lewis  v.  Seifert,  116 
Pa.,  828.) 

Where  a  master  delegates  duties  which  the  law  imposes  on  him  to  an  agent,  the 
agent,  whatever  his  rank,  in  performing  that  dutv  acts  as  tlie  master,  and  the  master 
is  liallle  for  injuries  caused  by  his  negligence.  (Mullan  v.  Phila.  and  S.  M.  SS.  Co., 
78  Pa., 32.) 

An  act  bv  the  superintendent  of  a  branch  of  work  is,  as  to  a  subordinate  emplovee, 
the  act  of  tne  corporation,  and  not  a  fellow-servant  (Tissue  v.  B,  and  O.  R.  R.  Co., 
112  Pa.,  91.) 

A  station  agent  and  a  brakeman  are  fellnw-serA'ants,  (Derleyr.  Phila.  and  R,  R.E, 
Co.,  3  Cert.  Bep.  (Pa.),  112.) 

One  who  is  engaged  in  the  service  of  a  common  master  and  in  a  common  employ- 
ment can  not  recover  against  the  master  for  the  negligence  of  a  fellow-servant, 
whether  he  is  pud  for  his  service  or  not  (Wiechaun  r.  lUckards,  lOL.R.A.  (Pa.), 
97.) 

Notwithstauding  the  general  rule  that  the  master  is  bound  to  upc  due  rare  to  fur- 
nish Hafe  and  sound  materials  and  machinery,  yet  the  servant  assumes  the  risk  of 
obvious  defects  in  things  which  he  voluntarily  uses.  (Shaffer  r.  Haste,  110  Pa.  St, 
575;  Davis r.  B.  and  0.  R.KCo.,152Pa.St,314;  Mooter.  Pa.  R.  R.Co.,  167  Pa.St., 
405.) 

If  the  master  gives  the  employee  positive  orders  to  ^o  on  with  the  work  under 
perilous  circumstances,  the  employee  may  recover  for  an  injury  thus  incurred  if  the 
work  was  not  obviously  so  dangerous  that  no  man  of  ordinary  prudence  would  have 
obeyed.  (Patterson  r.  Pittsburg  and  R.  Co.,  70  Pa.  St,  389;  Leer.  Woolsey,  109  Pa. 
8t,124;  Kehlerr.  Schwenk,  161  Pa.  St., 519.) 

A  master  is  liable  to  his  servants  as  much  as  to  anyone  else  for  his  own  negligence. 
(Johnson  v.  Bruner,  81  Pa.  St., 58.) 

It  is  not  necessary  that  the  master  have  actual  knowledge  of  the  defect,  biit  it  is 
sufficient  to  show  that  he  could  have  discovered  the  defect  by  the  exercise  of  reason- 
able care  and  diligence.     (Bennett  f.  Standard  Gla»i  Co.,  158  F^  St,  120.) 

A  servant  who  was  formerlv  employed  by  the  same  master  is,  with  respect  to  his 
negligence  while  so  empioved,  to  be  considered  the  fellow-servant  of  another  who, 
bcmg  subMouently  eng^^,  is  injured  by  the  after  effects  of  each  negligence,  if  they 
would  have  been  considered  fellow -servants  had  they  forever  remained  in  the  same 
service.     (Haley  v.  Keim,  151  Pa.  St,  117.) 

A  mail  agent  and  a  railroad  employee  are  not  fellow-servants.  (Penn.  R.  Co.  v. 
Price,  96 Pa.  St,  256.) 

The  chief  mani^fcr  of  any  separate  department  of  a  business  is  not  a  fellow-sery- 
ant  of  those  who  are  under  his  absolute  orders,  with  respect  to  those  orders,  and 
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for  hisneglifcence  in  giving  Buchonlera,  the  master  is  reepondble  to  a  eerTant  injured 

in  consequence  <i(  his  obedienM".  (Krazier  v.  Penn.  E.  Co.,  38  Pa.  St.,  104;  Patteraon 
D.  PittBb.,  etc.,  E.  Co.,  78  Pa.  St.,  3S9;  MulUn  v.  Phila.  8.  S.  Co.,  78  Pa.  St,  25;  but 
for  contra  eee  Ryan  v.  Cumberland  V,  R.  Co.,  23  Pa.  St,  384.) 

The  British  rale,  as  settled  in  Wilpon  v.  Merry,  that  the  common  master  is  not 
responsible  to  any  of  his  servacts  for  the  negli^ience  of  any  other,  even  though  the 
negUgeot  servant  is  in  supreme  and  excluaive  control  over  the  entire  busineaH,  has 
been  condemned  in  every  American  court.  [Sherman  dc  Bedfield  on  KegliKence, 
sets.  227-229.) 

A  servant  is  not  a  vice-principal  who  is  not  in  charge  of  an  entire  department. 
(Faber  V.  Carlisle  Mig.  Co.,  12(1  Pa.  St.,  387;  Kimiey  v.  Corbin,  132  Pa.  St.,  341; 
N.Y.  L.E.andW.  R.  Co.  «.  Beli,  112  Pa.  St,  400;  McGinley  v.  Levering,  152  Pa.  St, 
366.) 

Laborers  employed  upon  a  railroad  track  and  the  conductor  or  other  employees  of 
a  moving  train  are  fellow-servante.     (Ryan  v.  Cumb.  V.  E.  Co.,  23  Pa.  St.,  3S4.) 

A  servant  who  accepts  reduced  wages  in  consideration  of  being  allowed  to  travel 
apon  the  road  to  and  from  his  work,  is  not  in  service  while  thus  traveling.  (O'Don- 
nell  V.  Allegheny  V.  E.  Co.,  59  Pa.  St.,  239.  "  Not  sound  law,"  says  the  N.  V.  State 
court  of  appeals  in  Vick  v.  N.  Y.  C.  and  H.  R.  R.  K  Co.,  95  N.  Y.,  267.) 

Actions  for  injuries  from  alleged  negligence,  not  founded  upon  contract  or  under- 
taking for  eafetv,  as  a  common  carrier,  inuet  be  supported  by  affirmative  proof  of  the 
fact  of  neglij^nce.     (Alien  t'.  Willard,  57  Pa.,  374.) 

■^'(DMnrT  eTrCo." 

I  will  not  take  the  time  to  discuss  these  det^ons,  but  there  are  a  few  of  them 
that  I  wish  to  rail  your  attention  to. 

In  Frazier  c.  Pennsylvania  Railroad  Company  you  will  see  an  injured  servant  who 
remains  in  the  masters  emploj^ment  with  a  knowledge  of  his  coservant's  incompe- 
tency can  not  recover  (or  injuries  resulting  therefrom  unless  he  shows  that  he  had 
reason  to  believe  he  would  be  discharged  or  placed  where  his  negligence  would  not 
injure  complunant.  6uch  a  decision  as  this  is  extremely  unjust,  and  when  applied 
to  the  workings  of  a  modem  railroad  i«enis  nothing  less  than  preposterous. 

I  have  given  you  one  example  to  show  the  injustice  of  such  a  rule,  but  I  will  try 
to  explain  to  you  a  little  further  how  impracticable  it  would  be  to  carry  out  the 
latter  part  of  this  decision.  Under  the  latter  part  of  this  decision  the  injured  one 
can  not  recover  unless  he  had  reason  to  believe  the  negligent  servant  would  bo  placed 
where  his  negligence  would  not  injure  complainant   Let  us  follow  this,  now,  andsce  how 


Supposing  a  railroad  company  has  an  incompetent  engineer  ir 

_.    _    an  i  s  aware  of  this.     Hemakenacomplaint     The  company  says, 

e  will  not  allow  that  man  to  run  an  engine.     We  will  reduce  him  to  the  positiot 


fireman."  But  is  it  not  a  fact  that  if  this  man  is  ncftligent  his  negligence  while  act- 
ing as  fireman  Is  liable  to  cause  injury  to  the  trainman?  Or,  if  he  is  reduced  to  the 
position  of  brakeman  and  through  his  negligence  he  leaves  a  switch  open  and  causes 
a  wreck  in  which  the  trainman  is  injur^,  would  nut  this  decision  detmr  the  trun- 
man  from  recovering  damages  beranm)  he  knew  this  man  was  negligent  whenhe  was 
an  engineer?  Let  us  go  a  little  further  than  this.  We  will  say  the  company 
removes  this  engineer  entirely  from  train  or  engine  service  and  places  him  in  chai^ 
of  a  railroad  crossing.  If,  through  his  negligence  there  is  a  collision  of  trains  at  this 
crossing  which  causes  injury  to  the  trainman,  would  not  the  trainman  be  debarred 
from  recovery  because  he  knew  that  this  man  was  still  in  the  service  and  was  of  a 
negligent  nature?  I  will  draw  one  more  example  which  is  within  the  range  of 
probability.  This  engineer  mijtht  l)e  put  to  work  upon  the  track  as  a  section  mind. 
Ordinarily,  in  such  a  [xtsitioD  it  might  be  thought  that  his  negligence  would  not 
cause  injury  to  the  trainman;  but,  BUpposing  this  man  is  detailed  by  his  foreman  to 
look  over  some  part  of  the  track  to  see  whether  or  not  it  is  in  safe  condition  and  he 
neglec'ssome  part  of  this  work,  which  wrecks  a  train  and  causes  injun*  to  the  train- 
man, if  this  trainman  goes  into  the  courts  and  sues  tor  damages,  would  not  the  judge 
who  bases  his  opinions  on  precedent  rather  than  circumstances  and  justice  look  up 
tliis  opinion  and  follow  it  and  rule  that  he  could  not  recover  because  ne  remained  in 
the  company's  service  after  knowing  that  this  man  was  negligent,  even  though  he 
was  then  employed  in  an  entirely  diiferent  department? 

In  Lewis  v.  Seifert,  employees  who  work  for  the  same  master  and  perform  services 
for  the  same  general  purpose  are  considered  fellow-servants.  This  rule  means,  when 
applied  to  railroads,  that  if  a  trainman  is  injured  in  Philadelphia  through  the  negli- 
gence of  a  telegraph  operaiorin  Harrioborg,  whom  he  does  not  know  and  has  never 
Been,  be  can  not  recover  for  that  injui  v. 
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AccordiDg  to  the  principle  laid  down  in  New  York,  I«ke  Erie  and  Western  Bul- 
way  CompaDy  v.  Bell,  railroad  companiei  are  not  liable  for  injury  caut<ed  by  the  neg- 
tigeoce  of  ioremen,  overaeere,  and  other  directors  in  charge  of  various  clasBes  of 
work.  When  applied  to  train  or  yardmen  it  would  mean  that  a  fireman  could  not 
recover  for  injury  caused  by  the  negligence  of  an  engineer,  although  he  ia  under  the 
direction  of  the  eagineeri  and  that  a  bnkeman  could  not  recover  for  an  injury 
cansed  by  the  negligence  of  a  conductor,  although  the  rules  of  the  company  make 
the  conductor  hia  superior. 

Accorditffi  to  the  dedaion  in  Haley  c.  Keim,  people  are  fellow-eervants  even  if  they 
are  not  worMog  for  the  master  at  the  same  period. 

Wh^l  we  consider  that  one  of  the  principal  reasons,  as  g^ven  in  the  early  deci- 
eionfl,  tor  making  employeee  bear  tbe  burden  of  the  negligence  of  their  fellow -servants 
nther  than  the  master,  was  because  they  were  working  together  and  were  therefore 
better  able  to  protect  themselvee  from  injury  through  each  othere"  negligence  than 
was  their  master  able  to  protect  them,  this  ruling  certainly  appears  both  incouHst- 
ent  and  unjust    It  further  ehowe  how  far  tbe  judicial  mind  will  wander  in  order 
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court  will  decide — as  it  has  in  this  case — that  employees  who  are  not  working  for 
Uie  master  at  the  same  time  are  fellow-servants. 

Thoqneetion  of  employers'  liability  as  now  handled  by  our  courts  by  rules  of  com- 
mon law  is  in  very  indefiliite  ehape;  and  the  law  on  the  eubjecl  is  what  is  commonly 
denominated  "judge-made  law,''and  ia  taken  from  a  great  mass  of  judicial  decisions 
in  England  and  the  United  States,  from  the  year  1837  until  the  present  time.     The 

Einciplee  adopted  and  the  circumstances  in  each  case  differ  so  widely  that  eminent 
wyers  confees  that  the  matter  ia  so  confused  and  tbe  results  are  so  uncertain  that  it 
would  be  bir  better  to  have  the  question  covered  by  statutory  law.  And  eminent 
l^al  authority  has  ventured  so  far  as  to  say  that  the  common  law  on  this  subject  has 
come  to  be  a  mass  of  legal  subtleties  more  fruitful  of  controversy  and  litigation  than 
justice,  and  that  the  ^owth  of  Uie  law  is  in  the  direction  of  etill  greater  complexity. 

So  much  complication  and  trouble  had  arisen  in  the  State  of  Sew  Jersey  over  the 
common-law  practices  on  this  question  that  the  department  of  labor  statistics  of  that 
State  engased  Mr.  Frank  Burgen,  one  of  the  most  eminent  lawyers  of  that  State,  to 
look  into  the  matter  and  make  a  report.  After  an  examination,  this  attorney  made 
a  report  in  which  appears  thg  following: 

"  »  •  •  The  present  law  on  the  subject  is  eiclusively  judge-made,  and  has  come 
to  be  a  maffi  of  le^l  subtleties  more  fruitful  of  controversy  and  litigation  than  jus- 
tice. •  •  •  Kindred  conditions  afford  a  very  fruitful  field  for  controversy  and 
litigation,  and  the  decision  in  an  action  for  damages  often  turns  not  on  the  merits  of 
the  case,  but  according  to  the  ability  and  industry  displayed  by  one  party  or  the 
other  in  collecting  and  presenting  the  evidence  so  as  to  get  the  bcneOt  of  the  law  as 
stated  in  some  lading  case  or  recent  decision.  »  »  *  The  growth  of  the  law  on 
this  subject  is  in  the  direction  of  still  greater  complexity,  and  the  enlightened  spirit 
of  our  time  demands  reform,  •  •  •  Worfcingmen  themselves  have  organised 
mutual  benefit  associations  to  obtain  compensation  for  injuries  which  is  denied  to 
them  either  by  the  language  or  processes  of  law."  (Report  of  Bureau  of  Labor  Sta- 
tistics of  New  Jersey  for  1896,  pp.  303-^08. ) 

If  one  of  the  responsibiUties  of  a  railroad  corporation  is  to  care  for  and  protect  the 
lives  and  limbs  of  its  patrons,  I  can  see  no  just  reason  why  this  responsibility  should 
not  be  extended  to  its  employees,  especially  when  the  employees  are  in  no  better 
position  to  protect  themBelvee  andgnard  against  the  negligence  of  coemployees. 

During  the  last  few  years  the  rwlroads  have  adopted  very  stringent  rules  in  regard 
to  the  employment  of  men,  by  which  applicants  for  employment  must  not  be  over  a 
certain  age,  generally  30  or  35,  and  must  stand  a  rigid  t>Kyacal  examination,  and  are 
refused  employment  on  account  of  the  !<ws  of  a  small  portion  of  a  band  or  foot. 
Thus  it  wilibeaeen  that  theee  companies  will  have  nothing  but  the  young  and  bewt 
blood  and  those  who  are  without  physical  blemish;  and,  since  they  draw  from  the 
best  of  American  manhood,  tho  obligation  upon  them  is  greater  wnen  they  cripple 
and  maim.  When  they  ininre  men  and  render  them  unfit  for  duty  they  snoutd  be 
responsible  to  them  for  sucn  injury. 

I  am  in  favor  of  Congress  passing  a  simple  statute  giving  to  the  employees  of  inter- 
state railroads  the  same  right  to  recover  for  injury  as  is  enjoyed  by  tho  public  or 
thoee  who  are  not  employees;  and  the  State  legislatures  should  paivi  similar  laws 
tooovem  roods  not  engaged  in  interstate  trafBc.  This  would  place  tbe  employees 
ana  the  public  on  the  same  plane,  which  would  be  simple  justice  and  equality  before 
liielaw. 

InadtqaaU  or  d^ttHee  appHanee*. — Some  railroad  companies,  in  order  to  keep  down 
expenaes,  allow  their  appliances  on  cars  and  engines  to  become  defective  from  wear 
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and  lack  of  repair.  Very  often,  too,  care  wad  eiwince  are  kept  ia  the  aerrice  in  a 
defective  condition  becaoBe  the  itompaiiiee  are  abort  of  rolbng  stock  and  motive 
power,  and  they  do  not  like  to  take  thia  rolling  stock  out  of  the  eervire  long  enough 
to  make  the  necessary  repain*.  Especially  is  this  so  when  the  traflic  is  heavy. 
Thia  negligent  practice  ia  not  conlined  to  old,  worn-out  cars,  the  use  of  which  might 
be  prompted  by  a  deeira  to  get  all  the  service  out  of  them  possible  before  it  became 
neceaaary  to  remove  them  from  the  service  entirely,  but  even  the  new  safety  appli- 
ances put  on  new  cars  in  recent  years  are  allowed  to  become  defective;  so  much  so 
that  men  are  required  to  go  between  cars  to  couple  and  imcouple  them,  one  of  the 
things  which  the  safety-appliance  law  was  eepieciaily  designed  to  do  away  with. 
The  Inleratate  Commerce  Commission  detailed  a  man  to  go  over  the  countrv  and 
inspect  these  appliances,  and  he  found  that  the  condition  of  the  cars  which  had  been 
reported  as  eqmpped  with  safety  devices  was  very  defective;  so  much  bo,  as  the 
commission  puts  it,  "aa  to  reflect  discreditably  upon  the  roads."  (See  ITiirteaith 
Annual  Report  of  the  Interstate  Commerce  Commission,  p.  52.') 

The  safety-appliance  law  passed  by  Congress  and  approved  March  2,  1893,  doea 
not  provide  for  automatic  conplera  and  Brab  irons  on  engines.  Neither  does  it 
re^mre  that  drawbars  on  engines  shall  be  the  same  height  as  those  on  care.  I  can 
thmk  of  no  reason  why  such  reanirements  were  left  out  of  the  law,  as  they  are  very 
important.  I  think,  however,  that  these  provisions  were  overlooked  by  those  who 
trsaned  the  law.  It  is  true  that  roods  which  are  now  buying  or  buildina;  engines  are 
putting  ontomatic  couplers  on  the  rear  ends  of  them,  but  many  of  them  are  not 
Aaving  them  pat  on  the  front  enda.  This  would  not  matter  so  much  if  trainmen 
were  not  required  to  couple  care  to  the  front  ends  of  engines,  but  on  a  great  many 
roads  freight  crews  are  required  to  turn  at  points  where  there  are  no  tumtablee  nor 
Y's  to  turn  th^r  engines  on,  and  they  ore  required  to  go  along  backwaml  and  do 
their  shifting  and  picking  up  of  cars  by  coupling  them  to  the  front  ends  of  their 
engines. 

_  I  know  of  one  company  which  has  purchased  practicallT  al!  of  its  freight  enginea 
nnce  the  safety  appliance  law  was  passed,  but  not  one  oi  them  bad  an  automatic 
coupler  on  the  front  end  when  they  were  delivered  to  the  company  new  from  the 
locomotive  works.  Then,  too,  there  are  a  great  many  engines  used  which  have  not 
even  got  patent  couplers  on  their  rear  enda.  I  have  known  cases  where  such  et^inea 
were  wrecked  and  had  these  old  couplers  broken,  and  the  whole  rear  ends  of  their 
tanks  demolished,  making  it  necessary  to  put  in  new  end  sills  and  new  couplings, 
but  wh^i  they  were  turned  out  of  the  ehops  after  being  rebuilt,  they  woula  have 
the  otd-style  Imk-and-pin  couplers  on  them. 

When  we  consider  tAat  moat  of  the  conplii^  that  is  to  be  done  ia  done  with  the 
engine,  it  ia  very  important  that  they  should  nave  all  of  these  lalBty  appliances  on 
them. 

One  other  aODrce  of  dan^r,  and  one  which  baa  caused  many  a  poor  fellow  to  lose 
bis  life,  ia  the  failure  of  railroad  companies  to  keep  their  frogs,  awitchea,  and  guard 
rails  properly  blocked  ao  aa  to  prevent  train  men  from  getting  their  feet  caught  therein. 

Then,  too,  many  train  men  are  killed  and  injured  oy  being  struck  with  overhead 
Btructnrea,  which  could  just  as  welt  be  built  high  enough  to  clear  a  man  on  the  top 
of  a  box  car  if  there  waa  a  diapoeiilon  to  do  bo.  The  same  danger  arises  from  side 
Btructures  which  are  built  too  cloae  to  the  track,  and  many  a  man  has  been  killed  or 
injnred  when  climbing  on  the  side  of  a  car  by  being  atiuck  with  such  an  obstruction 
and  bein^  knocked  off  or  knocked  under  the  wheefs.  I  want  to  particulwly  call  the 
commission's  attention  to  these  overhead  and  side  structures,  because  there  aeems  to 
be  a  great  desire  among  railroad  companies  and  municiimlitiea  to  do  away  with  grade 
croBBingB,  and  in  some  citiea  they  have  already  started  with  thia  reform,  and  1  think 
that  in  making  their  plana  the  train  men'a  safety  should  be  given  consideration.  I 
think  the  overhead  structures  should  be  high  enough  to  clear  a  man  on  the  top  of 
a  CUT  and  the  aide  structures  should  be  a  sufficient  distance  from  the  track  to  prevent 
injury  to  a  man  on  the  side  of  a  car. 

I  would  recommend  that  the  national  safety  appliance  law  be  so  amended  aa  to 
require  railroad  companies  to  eqnip  their  engines  with  automatic  couplers  and  grab 
irons,  and  thattheheight  of  drawbars  on  engines  should  be  the  same  as  those  on  cars. 
.4nd  OS  this  law  only  appliea  to  common  carriers  engaged  in  interstato  commerce,  ita 
provisions  should  be  reenacted  into  State  law  by  the  Slate  legislatures,  the  same  as 
naa  been  already  done  in  some  States.  I  would  recommend  national  and  State  leg- 
islation requiring  railroad  companies  to  block,  fill,  or  adjust  all  their  frogs,  switches, 
and  guard  rails  so  as  to  prevent  the  Jeet  of  employees  from  being  caught  therein. 
1  would  alao  recommend  that  all  new  structures,  or  old  ones  rebuilt,  be  placed  at  a 
Bufficient  distance  from  the  tracks  to  clear  trainmen  on  the  tops  and  sides  of  cars. 

I  believe  that  if  railroad  companies  «ere  required  to  report  to  the  Interstato  Ooni- 
merce  Commission  the  real  causes  of  injury  to  employees,  it  would  have  a  tendency 
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n  regard  to  contribntory  negliirence,  und  I  think  the  law  should  be  so  amended  as 
lO  not  moke  contributory  negligence  a  coraplete  bar  againat  recoverj';  but  I  think 
the  jury  should  be  allowed  to  e&y  to  what  extent  the  employee  was  guilty  of  con- 
tributory negligence.  For  instance,  if  a  railroad  company  has  in  use  defective  appli- 
ances, becauee  an  employee  remained  in  its  service  after  becoming  a*^uainted  with 
Buch  defects  is  not  to  my  mind  a  good  reaeon  why  the  company  should  not  be  liable. 
In  such  casee,  aa  1  understand  it,  the  courts  have  held  that  if^  a  defect  is  known  to 
the  employee  and  he  does  not  tell  the  emnloyer  of  it,  and  he  Btill  remains  in  the 
service,  be  can  not  recover  if  he  is  injurea  through  such  defect.  This  rale  might 
have  had  some  justice  in  it  tmder  former  industrial  conditions,  but  it  is  certainly 
unjust  when  applied  to  a  modem  railroad.  For  instance,  there  may  be  some  defect 
about  an  ei^ne;  according  to  the  rules  it  would  be  the  duty  of  the  engineer  to  report 
this  defect  and  not  the  duty  of  the  fireman  or  brakeman;  in  fact,  it  either  of  them , 
were  to  report  it  they  might  be  told  that  it  was  not  their  budneeB,  that  it  was  the 
businees  oi  the  engineer  to  report  such  things. 

The  engineer  reports  the  defect  and  the  company  doee  not  remedy  it,  and  the 
engine  goes  out  on  another  trip  in  that  condition  and  causes  an  injury  to  the  fireman 
or  brakeman.  Would  it  be  right  that  they  be  barred  from  recovery  just  because 
they  did  not  have  an  underBtanding  with  some  one  in  authority  tliat  this  defect 
would  be  remedied?  I  have  here  a  copy  of  House  bill  1086,  introduced  at  this  ses- 
sion by  Representative  Moon,  which  embodies  this  question,  and,  with  a  little  mod- 
ification so  as  to  make  it  apply  to  railroads,  should  be  enacted  into  law.  It  reads  as 
follows: 

A  BIIX  to  reMrlot  the  appllciUon  ol  the  doctrine  of  pontributorj- negligence  soaa  to  permit  persons 
guUtyofnegllKenoe  which  1b  not  the  proilmaie  cause  of  an  Injury  to  penmnH  or  properly  to  reeover 
damnceaand  to  deflne  the  term  "proximate  csuse"  anil  the  rlglit  or  lltigania  to  hBTe  the  same 
detenolDed  by  a  Jury,  and  the  dalles  of  Federal  Judaea  In  euch  eases. 

Beit  enacted  by  the  Senate  andHbune  of  Seprenentativeg  of  the  United  Stafa  of  Amerira 
in  Congreu  aeiembled,  That  if  an_y  person  or  persona  have  Huataincd  injuries  or  dam- 
age in  person  or  property,  and  if  such  injury  or  damage  waa  proximately  proilu(«d 
Ijy  the  negligent  act  or  conduct  of  any  person  or  persons,  copartnership,  company, 
association,  or  corporation  against  whom  suit  may  be  pending  to  recover  damages 
(or  Buch  injury,  either  by  original  writ  or  removal  from  Stal«  court  or  otherwise,  in 
any  of  the  courts  of  the  United  States  having  jurisdii;tion  of  such  cases,  the  fact  that 
the  plaintiff  or  plaintiffs  in  such  action  may  have  been  guilty  of  some  negligence 
contributing  to  his,  her,  or  their  damage  or  injury  shall  not  bar  or  defeat  such  plain- 
tiffs or  plaintiffs'  right  to  recover  damage,  ana  in  all  such  cases  the  plaintiff  or  plain- 
tifis  may  be  entitled  to  recover  actual  compensation  for  the  injury  sustained,  but  Uie 
amount  of  the  recovery  of  damages  for  injuries  sustained  under  such  circumstances 
shall  by  the  jury  be  miti^ted  or  diminished  in  proportion  to  the  contribution  of 
n^ligencc  by  the  plaintiS  or  plaintiffs  suine,  unfess  the  plaintiR  or  plaintifh  were 
as  much  at  fiult  and  eaually  to  blame  with  the  defendant  or  defendants,  and  in  that 
event  the  plaintiff  shall  not  be  entitled  to  recover  anj'thing. 

Sec.  2.  That  the  term  "proximate  cause,"  used  in  the  first  section  of  this  act, 
within  the  meaning  ot  the  same,  shall  be  defined  aa  the  direct  or  immediate  cause  of 
the  injury,  or  that  cause  which  directlv  or  immediately  brought  into  operation  the 
agency  or  acenciea  which  did  produce  the  injury  complained  of. 

8bc.  3.  That  it  shall  be  the  duty  of  Federal  judges  on  the  trial  of  such  cases,  after 
declaring  the  law  applicable,  to  leave  to  the  jury  as  a  question  of  fact  the  determina- 
of  the  act  of  negligence  proximately  producing  theinjury  or  damace,  and  shall 


not  direct  them  as  to  such  finding.    But  this  shall  not  l>e  constnied  an  depriving  the 
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court  of  the  right  to  set  aside  the  verdict  and  grant  a  new  trial  if  the  flni 
under  the  law  and  evidence  should  not  nieet  the  approval  of  the  court. 
d  and  benefit  feature!  of  emphyees'  (iseodationn. — The  five  organizations  of  railroad 
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employees  have  insurance  and  benefit  departments,  through  wliich  the  members  ai 


paid  varioussnmB  for  sickness  and  total  disability,  and  in  cases  of  death  their  depend- 
ents are  paid  the  same  amount  as  would  be  paid  the  member  for  disability.  The 
disability  and  death  policies  are  paid  through  the  national  organizations,  and  the  sick 
benefits  are  paid  by  the  local  lodges  or  diviaons.  The  amounts  paid  for  disability 
or  death  range  from  $400  to  56,000,  it  generally  teing  optional  with  the  member  what 
amount  he  shall  carry.  The  weekly  benefits  retid  by  subordinate  lodges  and  divisions 
range  from  $3  to  tl5.  The  total  amount  paid  out  by  thcscorganizatums  in  disability 
anddeath  claims  to  January  1, 1900,  amounted  to  $23,072,563.30.    The  exact  amount 
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n  not  give  you,  but  I  am  nfe  in  Bsyii^  it  amoimts  to 

.'e  etrictlir  mutual,  and  there  ie  no  speculation  on  the  money 

paid  in  daee  and  aBsecementa;  and  conaequently  the  men  get  better  rates  than  they 
do  in  the  old-line  insannce  companies  or  m  the  "  relief  departments  "  conducted  by 
the  companies. 

Relief  department*  by  railroad*. — Some  roads  condnct  relief  departments,  which  ate 
kept  up  principally  by  dedai^tionH  from  the  wages  of  the  employees  e&cb  month. 
TheHe  amoclationB  are  in  name  "voluntary,"  but  in  nature  they  are  compulsory; 
that  IB,  the  old  employees  who  do  not  belouf;  totliem  are  coerced  or  intimidated  into 
joining  them,  and  new  applicants  for  empiovmeot  are  not  hired  unless  they  agree  to 
become  members  of  thetie  associations.  The  employees  have  some  voice  in  their 
management,  and  are  allowed  a  minority  representation  on  the  advisory  boards,  but 
the  railroad  companies  in  organizing  these  associations  and  makinj;^  tlie  law's  to  gov- 
ern them  have  anrewdly  seen  to  it  that  the  companies'  representation  on  tbe  btmrda 
is  in  the  majority,  and  can  at  all  times  dictate  and  dominate  the  policy  of  the  a»o- 
ciatjon.  They  have  taken  good  care,  too,  to  see  to  it  that  the  law-making  power  of 
the  associations  can  never  till  into  Uie  hands  of  the  employees.  As  I  have  said, 
these  associations  are  kept  up  mostly  by  monthly  deductions  from  the  wages  of  the 
employees,  but  the  companies  agree  to  make  good  any  deficiency  in  the  fund.  As  a 
condition  of  receiving  benefits,  an  employee  must  release  the  company  from  responsi- 
bility for  injury,  because  it  agrees  to  make  good  any  deficiency  in  thia  fund.  As  the 
fignresof  those  who  have  investiRated  showthattheamount  paidinby  theemployees 
ia  sufficient  to  fully  cover  the  cost  of  carrying  their  risks,  and  that  the  amount  paid 
into  sudh  fund  by  the  company  is  only  between  one-fifth  and  one-sixth  of  the  total 
amount  ptud  in,  it  is  considered  that  it  is  taking  a  very  unfair  advantage  of  the 
employees  to  require  them  to  release  the  company  from  responsibility  for  injury. 

(For  insurance  rates,  see  Locomotive  Engineers'  Journal  for  September,  1S96,  pp. 
784-789;  tor  figures  in  regard  to  the  amount  contributed  by  railroad  companies  to 
relief  funds,  see  evideiiceof  J.  K.Cowen  in  hearinga  before  the  Industrial  Commission 
on  transportation,  p.  306.) 

The  etfect  of  these  associations  on  the  relations  between  employer  and  emplovee 
is  anything  but  pleasant.  The  employees  have  had  their  eyes  opened  in  regard  to 
these  associations.  They  see  that  through  the  intricate  workings  of  these  relief 
departments  they  are  bemg  flnanciall][  robbed  and  deprived  of  their  l^al  rights  in 
the  courts,  and  they  denounce  them  bitterly. 

"rhe  primary  motives  of  railroad  companies  in  operating  these  departments  are 
avaricious  rather  than  Iwnevolent,  Fii*,  because  they  require  an  employee  to 
release  them  from  responsibility  for  injury,  and,  second,  because  membership  in  the 
relief  department  keeps  employees  out  of  labor  organizations  on  account  of  tlieir  being 
nnable  to  pay  the  dues  in  both.  In  this  way  the  employeesare  deprived  of  the  great 
benefit  of  labor  organizations  and  the  company's  banas  are  therefore  more  free  to 
hnpoee  unfavorableconditions  upon  its  men,  and  through  this  means  they  wili  become 
gradualJy  bound  up  bo  that  the  company  can  do  as  it  pleases  with  them.  If  these 
relief  departments  did  not  serve  the  purposes  of  releasing  the  company  from  respon- 
sibility for  injury  and  alienating  the  interest  of  employecB  from  laoor  organizations, 
there  would  not  be  many  of  them  in  eiiBtonce.' 

I  have  not  had  the  time  and  means  at  my  command  to  make  aa  thorough  an  inves- 
tigation of  these  departments  as  I  would  like  to  have  done,  but  I  have  been  able  to 
^ther  enough  evidence  together  to  substantiate  the  cbai^  that  theyare  founded  on 
iniquity  and  governed  by  Iuwb  that  are  in  direct  conflict  witii  the  spirit  of  American 
institutions,  and  are  foisted  upon  the  employeesindefianceof  the  laws  of  our  country. 
So  numerous  are  the  flagrant  abuses  practiced  by  railroad  companies  through  these 
relief  departmentB  upon  their  employees  that  I  will  not  attempt  to  cover  them  all, 
but  will  try  to  point  out  to  you  those  that  have  appeared  to  me  to  be  the  must  unjust 
id  open  to  cnticism. 

I  ynsh  first  to  call  your  attention  to  the  blank  applications  for  memberahlp  pre- 
scribed by  three  railroads  which  operate  these  associations: 


Applkation/or/itU  membenhip  in  the  rdi^featwe, 

7b  the  Saperinlendenl  of  the  Rdief  Department: 

1, ,  of ,  in  the  county  of and  State  of ,  desiring  tc 

be  employed  in  the  service  of  the  Baltimore  and  Ohio  Railroad  Company  as in 

the department, division,  do  hereby,  as  one  of  the  conditions  of  sueb 


44  HEABIKOS  BEFORE  THE  IKDUSTBIAL  OOMKIflSION. 

employment,  apply  for  meroberehip  in  the  relief  fektnre,  aiid  consent  and  aeree  to 
be  bound  by  all  the  regulations  of  the  relief  department  now  in  force  and  by  any 
other  regnlationa  of  said  department  hereafter  adopted  applicable  to  the  relief  fea- 
ture; for  which  regulations  now  in  force  reference  is  hereby  had  to  any  copy  of  the 
last  edition  of  the  book  of  regulations  of  eaid  department  issued  by  the  superin- 
tendent. 

I  also  agree  that  the  eaid  company,  by  its  proper  agenta,  and  in  the  manner  pro- 
vided in  Hsid  re^lfttions,  shall  apply  monthly  in  advance  from  the  fiiBtwageeeanied 

by  me  under  said  employment  in  each  calendar  month,  sums  at  the  rate  of 

per  month  as  a  contribution  to  the  relief  feature  of  Raid  departinent,  for  the  purpose 

of  securing  the  benefits  provided  by  said  r^ulations  for  a  member  of  cIshb to 

myself,  or  in  the  event  of  my  death  to ,  or  to  whomever  I  may  hereafter, 

from  time  to  time,  designate  in  writing  hy  way  of  substitution,  with  the  written  con- 
sent of  the  superintendent;  or  if  no  such  beneficiary  be  then  living,  to  my  next  of 
kin  (as  determined  by  the  laws  of  the  State  of  Mainland),  in  accordance  with  regu- 
lation No.  18,  subject  to  all  the  provieiona  and  requirements  of  said  regulations. 

I  expressly  stipulate  that  my  marriage  shall  ipso  facto  h&ve  the  effect  to  substitute 
my  wile  in  the  place  and  stead  of  the  Beneficiary  named  above  to  receive  said  bene- 
fits, in  the  event  of  my  death,  if  she  be  then  living. 

I  further  agree  that  this  application  when  accepted  by  the  superintendent  shall 
constitute  a  contract  i)etween  myself  and  the  said  company  as  a  condition  at  my 
employment  by  the  company,  governed  in  its  construction  and  effect  by  the  laws  of 
the  State  of  Maryland,  and  as  sucb  be  an  irrevocable  power  and  authority  to  said 


company  to  appropriate  the  above  amounts  from  my  wages  and  applv  tl 
aforesaid,  and  shall  constitute  an  appropriation  and  assignment  in  advance  lo  ine 
said  company  in  trust  for  the  purpoee  of^  the  relief  feature,  of  — —  such  portion  of 


i  further  agree  that  In  consideration  of  the  contributions  of  said  company  to  the 
relief  department  and  of  the  guaranty  by  it  of  the  payment  of  the  benefits  aforesaid. 
the  acceptance  of  benefits  from  such  relief  feature  for  the  injury  or  death  shall  o 


teasareleaeeof  allclaima  against  said  company  or  any  comi*ny  owning  or  operating 
its  branches  or  divisions  or  any  commiiy  over  whose  isilrood,  right  of  way,  or  prop- 
erty the  said  Baltimore  and  Ohio  Bailroad  Company  or  any  company  owning  or 
operating  its  branches  or  divisions  shall  have  the  right  to  run  or  operate  its  engines 
or  cars  or  send  its  employees  in  the  performance  of  their  duty,  for  damages  by  reason 
of  such  injury  or  death  which  could  be  made  by  or  through  me;  and  that  the  super- 
intendent  may  require,  as  a  condition  precedent  to  the  payment  of  such  benefits,  that 
all  acts  by  him  deemed  appropriate  or  necessary  to  eBect  the  full  release  and  dis- 
charge of  the  said  compomes  from  all  such  claims  be  done  by  those  who  might  bring 
suit  lor  damages  by  reason  of  such  injury  or  death;  and  also  that  the  bringing  of 
such  a  suit  by  me,  my  beneficiary  or  legal  representative,  or  for  the  use  of  my  bene- 
ficiary alone  or  with  others,  or  the  payment  by  any  of  the  companies  aforesaid  of 
damages  for  such  injury  or  death  recovered  in  any  suit  or  determined  by  a  compro- 
mise or  any  costs  incurred  therein,  shall  operate  as  a  release  in  full  to  the  relief 
department  of  all  claims  by  reason  of  membership  therein. 

I  also  agree  for  myself  and  those  claiming  through  me  to  be  specially  bound  by 

Xlation  No.  11,  providing  for  the  final  and  conclusive  settlement  of  all  dispntee  by 
'ence  to  the  superintendent  of  the  relief  department  and  an  appeal  from  his 
decision  to  the  committee  on  the  relief  department. 

I  understand  and  agree  that  this  application  when  accepted  by  the  superintendent 
shall  constitute  a  contract  between  me  and  the  said  company,  by  which  mv  rights  as 
a  member  of  the  relief  feature  and  as  an  employee  of  said  company  shall  be  deter- 
mined as  to  all  matters  within  itw  scope;  that  each  of  the  statements  herein  con- 
tained and  each  of  my  answers  to  the  questions  asked  by  the  medical  examiner  and 
hereto  annexed  shall  constitute  a  warranty  by  me,  the  truth  whereof  shall  be  a  con- 
dition of  payment  of  the  benefits  aforesud. 

I  hereby  certify  that  I  am years  of  age:  am  correct  and  temperate  in  my 

habits,  and  have  no  injury  or  disease,  constitutional  or  other,  which  will  lend  to 
short^  my  life;  am  now  in  good  health,  and  able  to  earn  a  livelihood. 

In  witness  whereof  1  have  ogned  these  presents  at ,  in  the  State  of , 

this  day  of ,  18 — . 

Witness:  . 


SaperinUndtnl  of  the  Sd\^  Departnient. 


TBANBFOBTATION. 

PKMHeYLVAHIA   RAILBOAD  OOMPANY — RILIB?   DErARmBNT. 

AppHeatkmfor  memiiertkgi  in  the  rdi^/und. 


To  the  Superintendaa  of  the  RelUf  DepaHmem  : 

I, ,  o(  — ■,  in  the  county  of  ■ and  State  of ,  employed 

in  the  aervic*  of  the  Pennsylvania  Haiiroad  Company,  aa -upon  the 

department, do  hereby,  by  reaaon  of  soch  employment,  apply  for  member- 

ehip  in  the  relief  fund,  and  ixmsent  and  agree  to  be  bound  by  the  regulations  of  the 
reUef  department  of  the  said  company  as  eontained  in  the  book  of  said  re^uli^ons, 
approved  by  the  board  of  directors,  which  I  have  read  or  have  had  read  to  me,  and 
by  any  other  K^lationa  of  the  eaid  department  hereafter  adopted,  and  by  the  pro- 
visions of  any  agreement  or  agreements  made  by  the  said  company  with  any  other 
corporation  or  corporationa  aseociatii^  in  administration  of  their  respective  relief 
departmenis,  in  accordance  with  said  book  of  regulations. 

I  also  agree  that  the  said  company,  by  ila  proper  ^enta,  and  in  the  manner  pro- 
vided in  said  r«^1ations,  nhall  apply  en  a  voluntary  contributiDii  hom  any  wages 
earned  by  me  under  said  employment,  or  from  benefits  that  may  hereafter  Decome 

payable  to  me,  at  the  rate  of per  month,  (or  the  purpose  of  securing  the  benefits 

provided  for  in  the  regulations  for  a  meniber  of  the  relief  tmid  of  the ■  ctaas,  and 

additional  death  benefit,  equal  to  ■ the  death  benefit  of  the  first  class.     DnIesB 

I  Hhall  otherwise  dee^nate  in  writing,  with  the  approval  of  the  superintendent  of  the 

relief  department,  death  benefit  shall  be  payable  to (here  designate 

the  beneficiary  or  beneficiaries). 

And  if  any  person  now  or  hereafter  designated  by  me  to  receive  the  death  benefit 
shall  not  be  living  or  shall  be  incapacitated  for  executing  the  requisite  receipt  and 
n'lcase,  or  if  there  shall  be  no  such  person,  the  death  benefit  shall  be  payable  as  pro- 
vided in  the  regulations  of  the  relief  department  for  such  evenL  And  I  agree  that 
the  acceptance  of  benefits  from  the  saia  relief  fund  for  injury  or  death  shall  operate 
as  a  release  of  all  claims  for  damages  against  said  company  arising  from  such  injury 


provisions  of  the  regulations  and  -the  terms  of  this  application, 
iL  uuLtx  BuiKi,  aiiu  shall  constitute  a  contract  between  myself  and  the  saia  company, 
and  that  the  terms  of  this  at>plication  and  the  r^pilations  of  said  department  shall, 
during  my  membership,  be  a  part  of  the  conditions  of  my  employment  by  the  com- 
pany, ana  that  the  same  snail  not  be  avoided  by  any  chat^  m  the  character  of  my 
service,  or  locality  where  rendered  while  in  such  employment,  nor  by  any  change  in 
the  amounts  applicable  from  my  wt^s  to  the  relief  fund  which  I  may  hereafter  con- 
sent to,  and  that  the  agreement  that  the  above-named  amounts  nhall  be  appropriated 
from  my  wages  shall  apply  also  to  any  other  amounts  arising  from  changes  made  as 
aforesaid,  and  shall  constitute  an  appropriation  and  assignment  in  advance  to  the 
said  company,  in  trust,  for  the  purposes  of  the  relief  fund,  of  such  portions  of  my 
wages,  which  assignment  shall  have  precedence  over  any  other  assignment  by  me  of 
my  wages,  or  of  any  claim  upon  them  on  account  of  liabilities  incurred  by  me. 

I  also  agree,  for  myself  and  those  claiming  through  me,  to  be  especially  bound  by 
K^ulation  numbered  65,  providing  for  final  and  conclusive  settlement  of  all  disputes 
by  reference  to  the  superintendent  of  the  relief  department  and  an  appeal  from  his 
decision  to  the  advisory  committee. 

I  certify  that  I  am  correct  and  temperate  in  my  habits;  that  so  fai  as  1  am  aware 
I  have  no  injury  or  disease,  constitutional  or  otherwise,  which  will  tend  to  shorten 
my  life,  and  am  now  in  good  health  and  able  to  earn  a  livelihood. 

I  also  agree  that  any  untrue  or  fraudulent  statement  made  by  me  to  the  medical 
examiner,  or  any  concealment  of  facts  in  this  application,  or  re^gnation  from  the 
service  of  the  said  company,  or  my  being  relievecf  from  employment  and  pay  therein 
at  the  pleasure  of  the  company  or  its  proper  officers,  shall  lorfeit  my  membership  in 
the  aforesaid  relief  fund  and  alt  benefits,  rights,  or  equities  arising  therefrom,  excepts 
ii^  that  my  leaving  the  service  shall  not  (m  the  absence  of  any  of  the  other  forego- 
ing canses  of  forfeiture)  deprive  me  of  any  benefits  to  the  payment  of  which  I  shall 
have  previously  become  entitled  by  reason  of  accident  or  sickness  occurring  while  in 
the  service. 

This  application  to  take  effect  the day  of ,  A.  D. ,  if  I  shall  Im  on 

duty  on  that  date;  otherwise  upon  the  date  of  my  going  on  duty  thereafter. 
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In  witnees  whereof  I  have  sig 

State  of ,  this day  oL 

Witne«:  (Signature) . 

The  foKgoing  application  is  approved  at  the  office  of  the  eaperintendeat  of  the 

relief  department,  at ,  in  me  county  of ,  State  of ,  thie dav 

of ,  A.  D. . 

(Signature) , 

SaperaOendeia  of  0tf  Selief  Departmeta. 

Ap^iaitumfor  memJmship  ire  the  Phiiaddphia  and  Beading  Relief  Amociatimt. 

To  the  Superintendent  of  the  Pkiladdphia  and  Reading  Relief  Atiociation : 

1, ,  of ,  in  the  county  of ,  and  State  of ,  employed, 

or  about  t«  be  employed,  in  the  service  of  the Company  as the 

do  hereby,  by  reason  of  auch  employment,  apply  for  membership  in  the  Philadelphia 
and  Readine  Relief  Association,  and  consent  and  agree  to  be  bound  by  the  r^;ula- 
lions  of  said  association,  as  contained  in  the  book  of  said  regulations,  approved 
by  the  advisory  committee,  which  I  have  read  or  have  had  read  to  me,  ana  by  any 
other  regulations  of  the  said  association  which  may  be  hereafter  adopted. 

I  also  agree  that  the  said  company,  my  employer,  or  any  other  company  whose 
employees  may  become  aierabers  of  the  said  asBOciation,  and  which  may  hereafter 
employ  me,  shall,  by  its  or  their  proper  agents,  and  in  the  manner  provided  in  said 
regulations,  apply  as  a  voluntary  contribution  from  any  wages  earned  by  me  under 
such  employment,  or  from  benefits  that  may  hereafter  become  payable  to  me,  at  the 

rate  of  ■ (f-- )  per  mouth,  for  the  purpKjse  of  securing  the  benefits  provided 

for  in  the  r^inilations  for  a  member  of  the  said  asociation  of  the cla»»,  and 

additional  death  benefit  equal  to the  death  benefit  of  the  fiiBt  class.     Unless 

I  shall  otherwise  designate  in  writing,  with  the  approval  of  the  superintendent  of 
the  relief  association,  deatli  benefit  shall  be  payable  to ,  [Ilere  desig- 
nate the  beneficiary  or  beneficiaries.] 

And  if  any  person  now  or  hereafter  designated  by  me  to  receive  the  death  benefit 
shall  not  be  living  at  the  time  of  my  death,  or  shall  be  incapacitated  for  executing 
the  requisite  receipt  and  release,  orilthere  shall  be  no  such  person,  thedeaUi  benefit 
shall  he  payable  ss  provided  in  the  r^ulationa  of  the  association  for  such  event. 
Any  funeral  or  other  expenses  incident  to  my  death  which  shall  have  been  paid  bv 
the  superintendent  of  the  relfef  association  in  accordance  with  the  r^ulations,  shall 
be  held  to  be  in  part  payment  of  the  said  death  benefit,  and  the  amount  so  pud  shall 
be  deducted  from  the  total  amount  uf  said  death  benefit  before  payment  to  the  per- 
son or  persons  entitled  to  receive  the  same.  And,  in  conaideration  of  the  contribu- 
tion to  be  made  te  the  relief  fund  of  the  said  association  by  the  Philadelphia  and 
Heading  Railroad  Company,  and  its  Buccessors,  and  of  the  agreement  of  the  several 
asaoeiated  companies  in  respect  of  any  deficit  in  the  relief  fund  for  benefits  to  their 
respective  employees,  I  hereby  agree  that  the  acceptance  of  benefits  from  the  said 
relief  fund,  or  from  said  association,  for  injury  or  death,  shall  operate  as  a  release  of 
all  claims  for  damages  against  said  company,  my  employer,  and  against  any  o(  said 
aaeociatod  companies  by  which  I  may  hereafter  be  employed,  arising  from  such 
injury  or  death,  which  could  be  made  by  or  through  me,  and  that  I  or  my  legal 
representative  will  execute  or,  where  necessary,  procure  to  be  executed,  such  hirther 
instrument  as  may  be  iieceaeary  formally  to  evidence  such  acquittance, 

I  also  agree  that  this  application,  when  approved  by  the  superintendent  of  said 
asBociatioA,  shall  make  me  a  member  of  said  association  on  and  from  the  date  upon 
which,  by  the  provisions  of  the  regulations  of  said  association  and  the  terms  of  this 
application,  it  takes  effect,  and  shall  constitute  a  contract  between  myself  and  sud 
company,  my  employer,  and  such  of  the  associated  companies  by  which  I  may  be 
hereafter  employe<l,  and  that  the  terms  of  this  application  and  the  r^uiations  of 
said  association  shall,  during  my  membership,  be  a  part  of  the  conditions  of  my 
employment  by  saiA  companies,  or  any  of  them,  ana  that  the  same  shall  not  be 
avoided  by  any  change  ia  the  character  of  my  service,  or  locality  where  rendered, 
while  in  such  employment,  nor  by  any  change  in  the  amounts  applicable  from  my 
wages  to  the  relief  fund  which  I  may  hereafter  consent  to,  and  that  the  agreement 
that  the  above-named  amounts  shall  be  appropriated  from  my  wages  shall  apply 
also  to  any  other  amounts  arising  from  changes  made  as  aforesaid,  and  shall  constitute 
an  appropriation  and  assignment  in  advance,  to  the  said  company  or  companies,  my 
employers,  in  trust,  for  the  purpcwes  of  said  association,  of  such  portion  of  my  wages, 
which  assignment  shall  have  precedence  over  any  other  assigniiient  by  me  of  uiy 
wages  or  of  any  claim  npon  them  on  account  of  liabilities  iucuried  by  me. 
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I  also  agree  for  mvself  and  those  cloimiiiK  through  me  to  be  especially  bound  by 
the  regulations  providing  tor  final  and  condusive  eettlement  ot  all  diBputea  by  refer- 
ence to  the  superintendent  of  said  aaeodation  aad  an  appeal  from  his  aeddon  to  the 
advisory  committee. 

I  certify  that  I  am  correct  and  temperate  in  my  habits;  that,  so  far  as  I  am  aware, 
I  have  no  injury  or  disease,  constitutional  or  otherwise,  which  will  tend  to  shorten 
ray  life,  and  am  now  in  good  health  and  able  to  earn  a  livelihood. 

I  do  hereby  further  acknowledge,  consent,  and  agree  that  any  untrue  or  fraudulent 
Statements  made  by  me  to  the  medical  examiner,  or  anv  conc^ment  of  tacts  is  this 
application,  or  my  reaigmition  from  the  eervico  of  saia  company,  my  employer,  or 
from  any  of  the  asoclated  companie?,  or  my  being  relieved  from  employment  and 
pav  therein  at  the  pleasure  of  the  said  companies,  or  any  of  them,  or  their  proper 
oflicer«,  shall,  except  as  otherwise  provided  in  the  regulations,  forieit  my  member- 
ship in  the  said  aai^ociatiun,  and  all  benefits,  rights,  and  equities  arising  therefrom, 
excepting  that  my  leaving  the  service  shall  not  (in  the  absence  ot  any  of  the  other 
fore^ing  causes  ot  forfeiture)  deprive  me  of  any  benefits  to  the  pajiment  of  which  I 
ahall  have  previously  become  entitled  by  reason  of  accident  or  sickness  occurring 
while  in  the  service. 

This  application  shall  take  efiect  on  the day  of ,  A.  D. ,  if  on  tiiat 

date  I  sbiUl  he  on  duty  in  the  service  of  the  said  company;  otherwise  upon  the  date 
of  my  going  on  duty  in  such  service,  and  am  not  at  the  lime  suffering  from  Injury  or 

In  witnem  whereof  I  have  aimed  these  presents  at ,  in  the  county  of , 

Stote  of ,  this day  ot ,  A.  D. . 

Siffnatare  of  applieant. 
Wituesa: . 

SignaiuTt  of  parent,  ffoardicm,  or  husband. 


Superinltndeni  of  the  I^iladelphia  and  Reading  Relvf  Attodation. 
It  is  claimed  by  some  of  the  defenders  of  these  departments  that  memberahip  in 
them  is  "strictly  voluntary."  This  argument  is  denied  by  the  employewf  and  otnew 
who  have  investigated  the  subject,  and  so  convincing  are  the  facta  to  the  contrary 
that  the  argument  is  not  taken  seriously  by  those  who  have  become  acquainted  with 
the  inside  workings;  but  fearing  the  same  old  argument  might  bo  presented  to  this 
commission  I  will  point  out  a  ^w  of  the  facts  which  to  my  mind  clearly  prove  the 
bllacy  of  the  contention.    In  a  table  which  I  will  submit  later  I  will  show  that  a 


large  majoritv  of  the  employees  who  have  spoken  on  the  matter  say  that  it  is 
~ary  to  join  tne  relief  deparUnents  to  secure  emplovmcnt,  or  that  thcv  are  intimioaiea 
ir  coerced  into  joining  them  after  securing  employment.     Prof.  h.  R.  Johnson,  of 


the  University  ot  Pennsylvania,  who  made  an  investigation  of  these  departments,  i 
his  evidence  before  this  commission  said: 

*'*'*'  "A  prominent  official  of  an  important  railway  corporation  told  me  in  a 
ConBdential  conversation  that  he  did  not  care  whether  the  memberahip  in  relief  aseo- 
datlon  was  compulsory  or  not.  At  that  time  his  railway  made  memoership  in  his 
asBodation  compulsory;  but  he  stated  that  he  did  not  carewhetheritwas  compulsory 
to  join  the  association  or  not,  for  the  reason  that  the  indirect  pressure  that  the  cor- 
poration could  bring  to  bear  would  accomplish  the  same  result." 

After  making  this  statement,  he  wbs  asked  this  question:  "Did  they  force  the 
employeefff"  To  this  question  he  answered;  "Yes.  (Hearings  before  the  Indus- 
trial Oommiaeion  on  the  subject  of  Transportation,  p.  57. ) 

In  the  application  for  membership  iu  the  ^Itimore  and  Ohio  Kelief  Department, 
heretofore  quoted,  the  following  appears: 

"I, ,  of ,  in  the  county  ot and  State  of ,  desiring 

to  be  employed  in  theaerviceof  the  Baltimore  aiidOhio  Railroad  tympany  as 

in  the department, division,  do  hereby,  aa  one  ot  the  conditions  of  such 

employment,  apply  for  membership  in  the  rehef  feature,  and  consent  and  agree  to  be 
bound  by  all  the  rM;ulationa  of  the  relief  department  now  in  force  and  by  any  other 
regulations  of  said  department  hereafter  adopted  applicable  to  the  relief  leature.*' 

When  an  employee  is  required  to.  join  the  relief  department  as  a  condition  of  em- 
ployment, 13  not  memberahip  in  tiiat  deiiartment  compulsory? 
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Pieaident  C.  P.  Huoti^toa,  of  the  Southern  Pacific  Railway,  in  a  circular  issued 
Februanr  15, 1900,  establi^iing  therelief  department  on  that  ro«d,  said;  "Applicants 

for  employ ment  after  March  1,  1900,  must  become  members  of  the  relief  department 
before  entering  the  company's  service."  (Railroad  Trainmen's  Journal  hir  April, 
1900,  p.  335. )_    . 

I  think  this  is  sufficient  evidence  to  prove  to  a  reasonable  mind  thsit  membership 
in  these  associations  ia  not  voluntary,  and  I  would  not  encroach  upon  the  commis- 
sion's time  by  submitting  any  further  proof  were  it  not  for  the  fact  that  in  the  face 
of  all  the  evidence  that  has  been  produced,  I  expect  you  will  find  some  people  who 
will  still  insirit  that  membeiship  is  voluntary,  so  I  wish  to  call  your  attention  to  thu 
evidence  of  Hon.  J.  K.  Cowen,  president  of  the  Baltimore  and  Ohio  Baiiroad,  before 
this  commission  October  21,  1S99: 

fn  answer  to  a  question  by  Senator  Maltory  he  said:  "If  a  person  oomes  into  the 
service  now  he  agrees  to  go  mto  the  reUef  department." 

In  answer  to  a  question  by  Commissioner  Farquhar  he  paid:  "He  can  not  get  into 
the  service  without  going  into  the  relief  depsrtjiient  unless  he  is  over  age  and  for 
some  specif  reason  is  relieved."  (Hearings  before  Che  Industrial  Commission  on 
Transportation,  p.  305.) 

The  next  claim  made  for  these  departments  is  that  the  money  received  from  the 
employees  to  keep  up  the  fund  is  ffiven  in  "voluntary  contributions."  If  member- 
ship in  these  associations  is  compulsory  it  necessarily  makes  the  payment  of  these 
moneys  compulsory,  and  to  prove  the  former  is  but  to  prove  the  latter.  Therefore  I 
think  it  almost  a  waste  of  time  to  say  any  more  on  that  proposition,  but  it  might  be 
well  to  here  call  your  attention  to  the  straits  these  companies  mijst  have  been  in 
when  making  the  laws  to  govern  these  deparmenls  to  find  words  deceptive  enough 
to  answer  their  purposes  but  stili  look  good  on  the  outside. 

That  they  were  in  a  measure  unsuccessfut  in  this  ia  shown  by  their  making  a  new 
definition  for  the  word  "contributions."  On  pase  21  of  the  regulations  governing 
the  Baltimore  and  Ohio  Relief  Department  I  find  the  following:  "The  word  'con- 
tribution,' wherever  used  in  these  regulations,  refers  to  the  sums  paid  into  the 
treasury  of  the  company  on  account  of  the  relief  feature,  either  by  appropriation  of 
wages  earned  or  by  deposits  of  cash  for  or  by  members." 

On  page  29  of  the  regulations  governing  the  Pennsylvania  Voluntary  Relief  De- 
partment, I  find  it  defined  in  this  way:  "The  word  'contribution,'  wherever  used 
herein,  shall  be  held  to  mean  such  portion  of  wages  or  benefits,  or  cash  payments  in 
lieu  thereof,  as  a  member  shall  have  agreed  in  his  application  shall  be  applied  for 
the  purpose  of  securing  to  him  the  right  to  benefits  from  the  relief  fund." 

On  page  30  of  the  nwulations  governing  the  Philadelphia  and  Beading  Relief 
Association,  I  find  it  defined  in  these  words:  "The  word  'contribution,'  wherever 
used  herein,  shall  be  held  to  mean  such  pardon  of  wages  or  benefits,  or  cash  pay- 
ments in  lieu  thereof,  as  a  member  shall  have  agreed  in  his  application  shall  be 
applied  for  the  purpose  of  securing  to  him  the  right  to  twnefits  from  the  relief  fund." 

They  first  compel  a  man  to  join  these  associations  and  agree  to  allow  them  to  keep 
8  part  of  his  wages  each  month,  and  then  want  to  call  it  a  contribution.  If  tJiere 
was  not  an  attempt  at  deception  in  this  matter,  why  did  they  pick  a  word  that 
required  so  much  defining?  I  believe  that  the  general  understaniling  of  the  word 
contribution  is  to  give  of  one's  own  free  will,  and  I  deny  that  these  employees  pay 
this  money  in  that  spirit  And  while  they  may  not  have  the  means  of  education 
at  their  comtnand  that  the  railway  managers  have,  they  are  well  enough  acquunted 
with  the  English  language  to  know  that  white  is  not  black  and  a  thousand  defini- 
tions will  not  make  green  mean  yellow. 

Now  as  to  the  objects  or  motives  of  railway  managers  in  opera^g  theee  depart- 
ments. The  companies  claim  that  the  object  is  benevolence.  We  lUspute  this,  and 
claim,  on  the  other  hand,  that  their  motives  are  avaricious. 

What  the  companies  would  have  us  believe  are  their  motives  are  printed  in  their 
regulations,  and  it  might  be  well  to  quote  them.  On  page  9  of  the  regulations 
governing  the  Pennsylvania  Railroad  Voluntaiy  Belief  Department,  I  find  this 
declaration : 

"The  object  of  this  departmeat  ia  the  establishment  and  management  of  a  fund  to 
be  known  as  'The  relief  fund,'  tor  the  payment  of  definile  amounts  to  employees 
contributing  to  the  fund,  who  under  the  regulations  shall  be  entitled  thereto,  when 
they  are  disabled  by  accident  or  sickness,  and  in  the  event  of  their  death,  to  the 
relatives  or  beneficiaries  specified  in  the  application.^  of  such  employees." 

On  page  3  of  the  r^;ulatioR3  governing  the  Philailelphia  and  Beading  Relief  Asso- 
ciation, the  purpose  is  stated  in  this  language: 

"The  object  of  this  association  is  the  establish  incut  and  management  of  a  fund  to 
be  known  u)  'The  relief  fund,'  for  the  payment  of  definite  amounts  to  members  of 
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Uie  BSBodation,  vhen,  under  the  raKulstione  thereof,  they  ehall  be  entitled  thereto, 
bv  reason  of  dieablemeiit  from  acdaent,  aickneffi,  or  other  c&use,  and,  in  the  event 
of  their  desth,  to  their  relatives  or  other  benefldaries  specified  in  their  applications 
for  membership  or  thereafter  designated  in  accordance  with  the  said  r^aJationB." 

On  page  4  of  the  r^ulationa  governii^  the  Soltimore  and  Ohio  Belief  Department, 
it  ie  put  briefly  in  this  language: 

"The  relief  feature  will  aSord  relief  to  ite  membere  entitled  thereto,  when  thm 
are  disabled  by  injury  or  sicknese,  and  to  their  (amiliee  in  the  event  of  their  death." 

But  we  are  mlly  convinced  that  theee  luring  promisee  are  only  for  the  purpose  of 
throwii^  dust  in  the  eyes  of  the  employees,  and  that  the  primaiy  objects  of  the 
railroad  companies  in  operating  theee  departments  are  to  deprive  the  employees  of 
the  right  to  sue  in  case  of  Injun',  and  to  keep  them  out  of  labor  organizations. 

As  I  have  said  before,  I  think  if  these  two  things  could  not  be  occompUshed  there 
would  not  be  many  relief  aaeociatione  in  eKlstence.  Takii^  the  second  question 
first,  I  will  give  you  vrhat  1  think  are  good  reasons  to  base  this  clum  on: 

In  the  first  place,  many  of  the  employees  say  that  they  believe  one  of  the  objects 
of  the  companies  is  to  keep  them  out  of  labor  oi^anizations.  They  also  testify  that 
it  servee  this  purpose,  for  men  are  sometimes  unable  to  keep  up  the  duefl  m  the 
relief  department  and  their  labor  organizations,  and  as  it  is  compulsory  on  them  to 

Ely  dues  into  the  relief  deportment,  they  must  withhold  their  membersnip  from  the 
bor  organizations. 

In  18^,  shortly  after  these  relief  aseociationB  had  been  started,  Mr.  E.  F.  O'Shes, 
grand  secretary  and  treasurer  of  the  Brotherhood  of  Siutroad  Biakemen,  in  answer 
to  aaeetions  submitted  by  the  Department  of  Z^bor  in  rq^ard  to  relief  associations, 

"Borne  of  the  principal  lines  have  lately  organized  so-called  relief  associations  for 
the  afltensible  uumose  of  'caring  for  our  dear  employees,'  but  the  real  purpose  is  to 
undermine  and  ultimately  to  destroy  the  brotherhood  and  place  the  men  entirely 
at  the  mercy  of  the  corporations.  The  brakeman  does  not  receive  wages  commen- 
surate with  the  work  he  pertorros  or  the  dangers  he  is  compelled  to  undergo,  hence 
he  is  unable  to  keep  up  his  membership  in  more  than  one  organization,  and  as  a  poi^ 
tion  of  his  wages  is  retained  each  month  for  his  membership  in  the  relief  fund,  he 
■""    "o  choice  in  the  matter.     A  protest  will  result  in  discharge,  and  a  discharge  for- 


feits all  moneys  paid  into  the  fund.    The  relief  fund  is  a  delusion  and  a  snare,  and 
many  of  the  brakemen  know  it  fron  '  "  ■  "     '  '  '" 

e  Commiffiioner  of  I^bor,  p.  39. ) 


y  of  the  brakemen  know  it  from  hitter  experience,"     (Fifth  Aiinual  Report  of 


Erof.  E,  E.  Johnson,  in  testifying  before  this  commission,  said:  "A  majority  of 
railroad  men  could  not  afford  to  carry  Insuiancs  in  the  ivlief  departments  and  in  the 
brotherhoods;  tx)th  the  relief  deputments  rather  worked  against  the  beneficial 
departments  of  the  brotherhoods.  Further  he  was  asked:  ''Did  it  lessen  their 
allegiance  to  the  brotherhood  organization? "  To  this  he  answered;  "Yes;  and 
made  it  rather  difficult  for  a  man  who  was  to  be  a  member  of  the  relief  department 
to  join  the  brotherhoods."  (Hearings  before  the  Industrial  Commissioii  on  Trans- 
portation, p.  57.) 

Now,  as  to  the  other  motive  that  prompts  these  companies — that  of  depriving 
employees  of  the  right  to  recover  for  injury; 

Each  of  these  companies,  as  will  be  noted  by  glanciiw  over  the  applications  for 
membership  in  the  relief  department,  requires  as  a  condition  of  receiving  benefits 
from  the  fund  that  the  employee  shall  release  it  from  all  claims  tor  damages  arising 
from  such  injury. 

If  the  companies  are  prompted  by  a  spirit  of  benevolence,  why  do  they  take  such 
an  unfair  advonts^  of  an  injured  employee?  Is  it  benevolence  to  strip  a  cripple  of 
the  legal  rights  given  him  by  the  laws  of  the  land?  One  of  the  stron^st  evidences 
that  the  greatest  desire  of  railroad  companies  is  to  prevent  the  payinc  of  damages  is 
afforded  hy  watching  their  actions  in  such  matters,  and  I  desire  right  here  to  call  the 
commission's  attention  to  the  attitude  of  some  of  our  railway  managers  toward 
their  employees  who  have  been  injured  in  the  aervioe  and  have  sought  redress  in  the 
courts,  the  way  they  discourse  these  employees  and  apparently  use  every  means  at 
tlieir  command  to  suppress  the  evidence  and  truth  in  tneee  cases.  For  instance,  a 
road  is  running  from  Pennsylvania  into  Ohio.  The  laws  and  courts  of  Ohio  are  con- 
sidered by  the  employees  to  be  more  fair  and  equitable  than  those  of  Pennsylvania, 
and  the  employee  of  this  road  when  he  sues  naturally  Koes  to  Ohio  to  enter  suit,  and 
the  case  is  tried  in  Ohio.  He  has  to  depend  on  his  let  low -employees,  who  are  his 
witnesses,  to  eo  voluntarily  into  Ohio  to  give  evidunoe,  because,  as  I  understand  it, 
they  can  not  be  compelled  to  go  from  one  Stat«  into  another  to  give  evidence  in  such 
cases.  The  officers  of  the  ro£l  go  to  these  witnesses  and  tell  them  that  they  do  not 
have  to  go  into  Ohio  to  testify  unices  they  vrent  to,  and  they  give  them  to  under- 
16a 4 
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stand  that  it  ie  the  company's  desire  that  they  do  not  go.  These  employeea  ar^iHikMl 
to  by  their  superior  officers,  from  the  train  master  up  to  the  general  Buperinteiideiit, 
and  are  finally  pereuadod  not  to  50.  Then  the  only  way  left  open  for  the  injured 
employee  to  get  their  testimony  ib  to  go  into  FenUBylvania  and  Cakd  '.heir  depoei- 
tions.  The  practice  in  taking  these  depositions  is  for  the  couneel  on  lx)th  sides  to 
get  tc^ther  and  mutually  agree  on  a  date  on  which  thev  will  go  together  and  take 
the  depoeitions.  The  couQBel  for  the  company  advises  the  officers  of  the  road  what 
day  they  will  come,  and  the  company  then  goes  to  these  witnesses  whose  teutimony 
would  M  favorable  to  the  employee  and  gets  them  to'Ko  to  some  place  where  they  can 
not  be  found  on  the  day  the  depositions  are  being  taken. 

It  is  made  known  to  theae  witnesses,  too,  that  they  will  loee  nothing  for  the  loss 
of  time  and  expenses  while  evading  the  lawyers.  Then,  too,  it  a  good  witness  for 
the  plaintiff  is  on  a  run  that  takes  bim  into  Ohio,  and  they  fear  be  will  be  subpcenaed 
some  time  while  in  Ohio,  they  will  in  some  iiistaijces  put  him  on  another  part  of  the 
road  to  work,  so  that  he  will  not  run  into  Ohio.  These  witne«es  know  and  feel  in 
their  own  hearts  that  they  are  doing  a  wrong  to  their  fellow-employee,  but  tlie 
remonstrances,  or  at  least  the  suaaive  talk  of  a  general  superintendent,  who  has 
probably  never  honored  them  with  an  audience  liefore,  is  too  much  (or  their  will 
power,  and  they  finallv  bend.  And  in  this  way  the  poor  eniployee  who  lias  been 
mjured  through  some  toult  of  the  company  is  deprived  of  some  of  his  best  witnesses. 
I  remember,  however,  of  one  case  where  a  man  was  handled  in  this  way,  and  he 
was  taken  to  task  for  it  by  his  lodge  of  our  organisation;  and  when  he  fully  realized 
the  way  his  fellow- workmen  felt  about  it,  be  look  courage  and  went  and  ffeeiy  gave 
bis  tcsumony ;  and  the  plaintiff,  who  was  a  member  of  a  sister  organization,  recov- 
ered several  thousand  dollars  for  the  loss  of  a  hand. 

What  I  desired  to  bring  out  by  the  foregoing  was  to  show  the  means  railroad 
officers  will  resort  to  to  save  damage  suits;  and  it  strengthens  my  assertion  that  one 
of  the  main  features  of  the  relief  departments  is  to  prevent  the  collection  of  damages 
tor  injury,  when  the  company  ia  liable, 

"  '  J  stronger  evidence  can  be  obtained,  showing  the  objects  of  these  relief 
uns,  than  to  take  some  of  the  history  of  the  actions  of  the  companies  towanl 
legislation  which  sought  to  nullify  these  release  contracts.  A  few  years  ago,  when 
such  lemslation  was  proposed  in  the  State  of  Iowa,  the  Chicagn,  Burlington  and 
Quincy  Railroad  Company,  which  operates  a  relief  department,  marshaled  all  of  it4 
forces  and  influence  and  resoried  to  some  questionable  means  to  defeat  this  measure. 

The  flgbt  made  by  the  railroad  employees  in  Iowa  aroused  so  much  public  senti- 
ment against  these  departments  in  that  part  of  the  country  that  the  Pennsylvania 
Company  was  very  much  disturbed  lest  their  association  would  be  stripped  of  its 
best  feature  by  State  legislation  in  that  section  of  the  country.  So  at  the  last  session 
of  the  Indiana  legislature  it  sought  to  legaliice  its  relief  department  by  statute  and 
bad  its  attorneys  draft  the  following  hill,  which  was  introduced  in  the  senate  by  a 
senator  who  was  favorable  to  that  corporation: 

[Bii«nwed  KDate  bill  No.  335.] 
A  BILL  for  an  act  makliut<C  lawful  tor  nllmad  omapaiil 

etale, loorganlw  »nd  maintain  relief  dcpartmrnU  for  Tin- (TeHiion.mainienBncB. ana  maniiRi'nieiil 
ol  reliel  [undB  for  tbe  psyjDcnt  oF  bcneflntoemployfCii.  PontrlbuliHB  tfiBUi'h  lundH  when  dlHabied 
by  accident  or  sichaeKi,  and  In  Uie  event  of  Iheir  deuth  lu  their  relatives  or  other  beiicfli'luicf, 
auUiorlilng  employees  to  ngreo  (o  contribute,  and  lommribiilavoluntarllflOBachruiids, providing 
tliattheeipeniwHnd  eoet  ol  mana){ing,  caring  [or,  iiivcftliiK.and  dlaburnns  curb  tanat  ahtl]  be 
borDetolely  by  said  cnrpomtlnn.  rnmpanles.HrmB.iTptnioiiH:  thntlhey  Bhallbe  liable  forthemfe- 
keeping  Ihereof.andlorany  dofli'lencylD  aaid  funds,  [irovldlnB  for  the  aceeptam-c  of  bcneflMfnim 
■aid  fnnda  by  the  membera  and  their  beneflclarlcK.  and  prcKriblog  the  effect  i>I  such  uccepluno-. 
and  iDBtlets  relating  Iherelo,  and  declaring  an  emergency. 

SwTTiON  1.  Be  it  enacted  by  the  genernl  ageemhly  of  the  Stale  of  Indiana,  That  it  f  hall 
be  lawful  for  railroad  companies  owning  or  operating  railroads  in  naiil  State,  and  for 
all  other  corporations,  companies,  Anns,  or  i)en<ORH  employing  labor  in  said  State  to 
organi?^  ana  maintain  relief  departments  lor  the  creation,  tuiuntenan(«,  and  man- 
agement of  relief  funds  (or  the  payment  of  benefits  in  definite  amounts  to  employees 
contributing  to  such  funds  when  they  are  disabled  by  accident  or  sickness,  and,  in 
the  event  of  their  death,  to  the  relatives  or  other  beneficiaries  of  tlie  decedent  who 
may  be  s|iecitied  in  tJie  application  for  membership  of  such  eiiiployees. 

Sec.  2.  The  employees  of  such  companies,  corporations,  finns,  aoA  persons  may 
aitree  to  contribute  and  may  contribute  voluntarily  to  the  creation  and  maintenauce 
of  such  funds,  but  all  the  expense  and  cost  of  managing,  caring  for,  investitiL',  and 
disbursing  such  tundssball  be  borne  solely  by  the  (tompanien,  corporations,  finuti, 
and  persons,  and  they  shall  be  liable  for  their  safekeeping  and  for  any  deficiency 
in  the  funds  to  pay  the  benefits  agreerl  upon. 
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Sbc.  3.  In  case  of  personal  injarj  to  aoj' employee  or  of  hia  death  whilea  member 
of  any  Buch  relief  department  and  entitled  to  benefits,  he  or  bie  beneficiBry  named 
in  tbe  ap^lic»tion  for  membership  may  accept  the  benefits  from  the  relief  fiind  in 
Ilea  and  in  bar  of  any  damaffee  resulting  from  such  injury  or  death,  and  the  accept- 
ance of  benefits  from  the  reEef  fund  to  which  such  employee  or  his  beneficiary  ia 
entitled  by  reason  of  membership  in  the  relief  department  ahali  be  a  valid  defense 
to  any  action  for  damages  resulting  from  such  injury  or  death,  but  nothinc;  contained 
herein  or  in  any  contract  of  such  employees  ehall  operate  to  deprive  nim  or  his 
rcpreeentativee  of  his  or  their  tight  of  action  for  damages  reeulting  from  such  injorv 
or  death  if  such  employee  or  hia  b^ieflciary  does  not  accept  the  oepefits  from  sacn 
relief  fund. 


The  company  worked  hard  for  the  paaaage  of  this  measure  and  kept  a  number  of 
its  employeea  at  Indianapolis  trying  to  show  the  legislators  the  blessings  of  their  so- 
called  voluntary  relief  department.  The  bill  was  referred  to  the  committee  on  judi- 
ciary, which  reported  the  bill  with  amendment,  as  follows; 

"Mb.  Prksident:  Your  committee  on  judiciary,  to  which  was  referred  senate  bill 
No.  335,  introduced  by  Senator  Hogate,  has  had  the  same  under  consideration  and 
be«a  leave  to  report  the  same  back  to  the  senate  with  the  recommendation  that  eud 
bill  be  amended  by  adding  to  section  3  the  following: 

"Amend  by  adding  to  section  3  the  following: 

"  'Provided.  That  there  shall  be  paid  to  any  employee  or  beneficiary  any  and  all 
benefits  to  which  he  is  entitled  by  reason  of  such  membership  for  the  penod  of  16 
days  after  his  injury,  and  the  acceptance  of  such  benefit  shall  not  operate  as  a  bar  in 
a  suit  for  damages  on  account  of  such  injury;  and  any  act  done,  or  any  release  or  con- 
tract executed,  within  15  days  of  any  injury  received  by  any  member  of  any  auch 
association,  shall  not  be  a  bar  to  any  suit  tor  damages  on  account  of  said  injury;  and 
that  when  so  amended  said  bill  do  pees.' 

"J.  D.  Eablv,  Chainnan."     , 

The  amended  report  was  concurred  in  Febniaryl7, 1899,  and  on  February  24, 1899, 
the  bill  was  called  up  by  Senator  Hogate,  the  man  who  introduced  it,  and  read  a 
third  time  by  sections.  It  was  then  again  amended  by  strikine  out  all  of  lines  II  and 
12,  after  the  word  "death,"  in  section  3.  And  then  it  was  still  further  amended  by 
striking  out  all  of  section  3. 

This  left  a  measure  that  was  undeceptive  and  would  have  carried  out  every  prin- 
ciple set  forth  in  the  Pennsylvania  Company's  declaration  of  purposes  of  its  relief 
fund.  Bot  this  kind  of  legislation  was  not  what  it  was  seeking;;  it  was  seeking  to 
legalize  thcee  release  contracts;  and  when  these  iniquitous  provisions  were  stricken 
from  the  bill  the  senator  who  had  introduced  it,  and,  as  I  understand  it,  introduced  it 
atthe instance  of  the  PennsylvaniaCompanjf,  moved  to  strikeout  theenactingclause, 
which  motion  prevailed,  and  it  killed  the  bill. 

Hr.  Chairman.  I  have  taken  particular  pains  to  look  up  the  history  of  this  Indiana 
le^palation  in  order  to  give  you  the  exact  facts.  I  placed  myself  in  communication 
with  the  secretary  of  state  of  Indiana;  also  with  the  chairman  of  the  legislative  board 
of  railroad  employees  of  that  State,  whowasinattendanceatlndianapolisduringthat 
aeeraon  of  the  l^;i£lature,  and  to  substantiate  my  statements  I  submit  their  letters; 

Depahtmknt  op  Statb, 

IdnuNAPOLIS,  Inb.,  January  SS,  1900. 
H.  B.  Fdhsb,  WaaannUm,  D.  C. 

Dkab  Sir;  I  herewith  inclose  to  you  a  type-written  copy  of  senate  bill  No.  335, 

introduced  in  the  senate  of  the  sixty-first  general  assembly.     The  original  bill,  with 

the  amendments  added  thereto,  had  been  ordered  to  engrossment,  after  which,  on 

February  24,  the  enacting  clause  was  stricken  out,  and  therefore  the  bill  was  killed. 

Very  truly,  yours, 

Geo.  W.  Gonsbb,  Deputy  Secretary. 
I  again  wrote  to  the  secretary  of  state  for  more  details  in  r^ard  to  this  bill  and 
received  the  following  letter; 

Indian  A  fH)  LIS,  Ind.,  Mardi  IS,  1900. 
H.  B.  FCLLBR,  Wathinston,  D.  C. 
ilepiying  to  your  fav 

iuced  into  the  gene:  .     .  „    .,        ., 

On  February  24,  1899,  tbe  bill  was  called  up  by  Mr.  Hogate  and 
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read  a  third  time  by  Bectiona.     Senator  Minor,  a  Democrat,   made  the  foUoning 

"I  move  you  that  eenate  bill  No.  336  be  referred  to  a  committee  of  one  and 
amended  by  striking  out  all  of  lines  11  and  12  after  the  word  'death'  intiection  3," 
which  motion  prevailed. 

Senator  Morris  Winfield,  a  Democrat  from  the  district  composed  of  Cass  and 
Pulaski  counties,  made  the  following  motion: 

"  I  move  you  that  eenate  bill  No.  335  be  amended  Iw  reference  to  a  committee  of 
one,  its  author,  with  instructions  to  strike  out  section  3,"  which  motion  prevailed, 
OD  a  decisioa  whereon  21  senatore  voted  in  the  affirmatdvs  and  13  senators  voted 

The  bill  aa  amended  did  not  meet  the  approval  of  Senator  Hogat«,  who  thereupon 
moved  to  strike  out  the  enacting  clause,  which  motion  prevailed.  If  there  is  any 
blame  to  be  attached  to  either  party  for  the  defeat  of  this  bill,  it  can  only  be 
attached  to  the  Democratic  party. 

Very  truly,  yours,  Uniom  B.  Hunt,  Secretary  of  Slate. 

The  following  is  the  atatement  made  by  Mr.  B.  L.  Frederick,  the  chairman  of  the 
railroad  employees'  legislative  board: 

INDIAIJAPOLIS,  Ilil>.,  Moy  16,  1S99. 

H.  R.  FuLLBR,  McKut  Jtocit,  Pa, 

DsAK  Sir:  Your  letter  of  the  let  ingtant  relative  to  the  bill  introduced  at  the  last 
SMsion  of  the  general  assembly  of  this  Btate,  making  it  lawful  for  railroad  compsniee 
and  other  corporations  to  organize  and  maintain  relief  departments,  received. 

This  bill  which  was  known  as  S.  B.  336  and  introduced  by  Senator  Hogate,  of  Boone 
County,  was,  I  understand,  drawn  up  by  Mr.  Samuel  O.  Pickens,  of  this  city,  and  the 
chief  counsel  forthePittsbui]g,  Cincinnati,  ChicagoandSt  Louis  Railway  in  thisState. 
This  company  (Kttsburg,  Cmcinnati,  Chicago  and  St.  Louis  R^lway)  kept  6  of  their 
Mnployees  stationed  at  the  stale  house  during  the  entire  session,  working  in  the 
interest  of  this  measure — they  having  a  list  showing  the  percentage  of  members  and 
nomnembers  on  each  division  to  sKow  that  the  reliei  department  as  conducted 
by  that  company  was  purely  voluntary  and  not  compulsory.  On  2  or  3  of  these 
divisions  the  percentage  of  membership  was  as  low  as  60  per  cent,  but  upon  investi- 
gation I  find  the  majority  of  the  employees  on  these  divisions  that  have  a  low  per- 
centage are  men  who  are  past  the  prime  of  life  and  would  be  considered  by  ouier 
insurance  companies  as  poor  risks. 

The  bin  met  with  great  opposition  from  the  repieeentatives  of  the  employees  for 
this  reason:  That  the  acceptance  of  the  benefits  of  the  relief  association  was  a  valid 
defense  for  the  company  in  a  suit  for  damages. 

When  the  bill  came  up  for  passage  with  the  amendment  attached  all  interest  was 
lost,  showing  con  elusive!  v  thatthe  Dili  was  introduced  to  have  the  relief  departments 
act  as  a  bar  in  a  suit  for  aaraages. 

Trosting  you  will  find  this  infonnation  sufficient,  I  am,  sir. 
Very  respectfully,  yours, 

B.  L.  PRBDBRtCK, 

Chairman  Indiana  I^giAalive  Board. 

Subscribed  and  sworn  to  before  me  this  29th  day  of  March,  A.  D.  1900. 

[bbal.]  Johw  W.  Donnbllv, 

Notary  FvUic  in  andfnr  Cook  County,  lUirurii. 

Now,  I  wish  to  call  yotir  attention  to  the  remarkable  wording  of  the  title  of  this 
bill.  Bote  how  lucidly  it  seta  forth  every  provision  of  the  bill  except  the  release 
provision.  That  is  covered  by  these  harmless  appearing  words:  "and  prescribing  the 
effect  of  such  acceptance,  and  matters  relating  thereto.  Indeed,  thelanguageof  the 
bill  is  almost  a  repetition  of  that  in  the  title,  with  this  one  exception.  If  there  was 
not  an  attempt  to  deceive,  why  did  they  not  clearly  express  this  provision  in  the 
title  of  the  bill?  If  this  release  clause  was  fair,  wh^  were  they  afraid  to  set  it  forth 
in  thetitleas  they  did  the  other  provisions  of  the  bill?  Why  aid  they  not  say  in  the 
title:  "  and  the  acceptance  of  benefits  from  the  relief  fund  shall  be  a  valid  defense 
to  any  action  for  damages  resulting  from  such  injury  or  deathY" 

But  this  is  nut  all  the  evidence  that  can  be  produced  to  show  that  the  greatest 
object  aimed  at  is  to  save  damage  suits.  The  employees  are  almost  unanimous  in 
that  opinion.  Prof.  E.  R.  Johnson,  whose  testimony  I  have  already  referred  to  sev- 
eral times,  speaks  this  way:  "I  think  the  corporations  have  orvonixcd  the  relief 


before  the  Industrial  (^mmission  on  transportation,  pp.  5H-59.) 
Preaideut  Cowen,  of  the  Baltimore  and  Ubio  Railroad  Compan;-,  i 
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before  this  (nmminsion,  eaid:  "And  nra(i:ically  the  «Cfeot  of  th 

liM  been  to  almost  enlirety  wipe  out  litigntion  with  employees  on  account  ol 

not  entirely,  but  almo«t  entirely.    I  think  really  it  is  quite  a  rare  caae  now  lor  iin  to 

have  much  trouble  with  our  emploveee." 

If  we  had  no  more  evidence,  would  not  this  admissioD  make  absurd  any  pret«nBion 
that  the  relief  departments  were  not  organized  for  the  purpose  of  saving  damage 
suite? 

But  it  is  aTfTued  by  the  friends  of  the  relief  associations  that  anything  that  wilt  save 
litigation  is  commendable.  To  my  mind  this  Is  a  H-ronu  conception.  1  will  agree, 
however,  that  anvthin);  that  will  remove  the  cause  for  litigation  is  commendable. 
We  should  not  allow  the  railroad  companies  to  esca.pi:  the  responsibility  lor  injury 
to  their  emplovees,  and  then  they  would  Cake  more  nm-autions  to  protect  the  fives 
and  limbs  of  tneir  employees;  and  the  result  would  be  a  decrease  in  the  number  of 
accidents,  and  consequently  the  cause  for  litigation  would  be  lessened.  This  would 
be  going  to  the  root  of  the  evil,  which  is  the  ri^ht  way  to  go  about  iL 

It  is  said  by  those  who  have  investigated  this  question  that  the  companies  con- 
tribute only  about  16  or  20  per  cent  of  the  relief  funds,  but  still  they  claim  the  right 
to  make  an  employee  release  them  from  responsibility  for  injury  before  they  will 
allow  him  to  draw  benefits  from  this  fund  of  which  he  and  his  fellow  empfoyeea 
have  contributed  over  SO  per  cent.  For  the  paltry  sum  which  is  the  company's  con- 
tribution to  the  benefits  he  draws,  he  is  deprived  of  the  letcal  rights  friven  him  bv  the 
laws  of  the  land.  To  plainly  show  the  real  injustice  of  this  part  of  theB<;heme  I  wilt 
draw  an  example  of  how  it  works  with  an  employee  who  is  injured  and  is  entitled 
by  law  to  recover  for  such  injury:  An  employee  who  is  a  member  of  the  relief 
department  loees  an  arm.  We  would  say  that  the  courts  would  allow  him  |5,000for 
this  injury.  We  will  now  sa^  that  he  receives  JlOO  from  the  relief  fund,  ?20  of 
which  the  company  has  contributed.  For  this  (20  he  surrenders  his  right  to  the 
$5,000  which  he  was  entitled  to  according  to  law,  and  he  is  out  the  difference  between 
$20  and  $5,000,  which  is  $4,S80. 

As  previously  stated,  the  compauiee  have  the  majority  on  the  governing  boards, 
and  therefore  practically  make  the  laws  and  dictate  the  policy  of  theee  associations; 
and  it  is  imp<wible  for  the  employees'  repreeenlatives  to  change  these  laws  to  an 
equitable  basis. 

I  ask  thequertion:  If  theemployeescontributeSOpercent  of  the  funds  whv  should 
they  not  have  a  majority  representation?  1  would  like  to  be  shown  another  misiness 
institution  that  is  run  in  such  an  arbitrary  manner.  Where,  if  you  please,  could  we 
find  a  railroad  president  or  director  who  owns  the  controlling  interest  in  a  roail  who 
would  allow  it  to  be  run  by  the  minority  stockholder^ 

I  have  often  heard  the  phrase  used,  "  the  tail  wagging  the  d(»,"  but  it  never  pre- 
sented itself  so  strongly  to  me  as  it  does  in  this  feature  of  the  relief  departments. 

The  amounts  paid  in  disability  and  death  claims  by  these  associations  are  not  com- 
mensarate  with  the  amounts  paid  in  dues.  The  insurance  departments  of  our  broth- 
erhoods, and  even  the  old-line  insunuice  companies,  give  better  rates,  I  have  not 
had  the  time  myself  to  go  into  this  feature  of  the  question  and  give  you  the  exact 
figures,  but  I  have  here  a  verjj  able  and  carefully  prepared  comparison  made  by  one 
of  the  editors  of  our  organizations,  which  I  submit,  aa  follows: 


We  alluded  to  the  philanthropic  pose  of  Bni)erintendent  Dunham,  of  the  Plant 
Sjrstem,  in  our  August  number,  and  statetl  therein  that  in  forcintt  his  relief  and  hos- 
pital scheme  on  the  empiovees  it  was  compelling  them  to  share  tne  company's  losses 
without  sharing  in  its  profits. 

We  have  before  us  the  printed  application  for  membership  which  is  headed  "Plant 
system  relief  and  hospital  department."  This  document  is  loo  long  tor  space  at  our 
dispneal  in  this  issue,  and  we  will  use  such  quotations  as  will  answer  our  purpotic  at 
thistimeandiffoundnecenarv  will  publish  in  full  later.  This  document  is  addreWd 
to  the  superintendent  and  chief  mi rgeon,  and  reads  (the  name  and  place  added): 

"I,  Richard  Roe,  o(  Brunswick,  Ga.,  desiring  to  be  employed  in  the  service  of  the 
companies  constituting  the  Plant  System  as  engineer  in  the  train  department,  do 
hereoy,  as  one  of  the  conditions  of  such  employment,  apply  tor  membership  iu  the 
relief  and  hospital  department,  and  consent  and  agree  tobelxiund  by  all  regulations 
of  the  relief  and  hospital  department  now  in  force,  and  by  any  other  reguktione  of 
said  department  hereafter  adopted." 

It  will  be  readily  seen  that  employment  in  any  capacity  depends  upon  the  physical 
poflsibility  of  the  applicant  comii^;  within  the  requirements  of  the  medical  esamina- 
iioa,  which  is  more  searching  than  the  examination  of  any  old-line  insunmce  com- 
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he  may  need  work  or  the^  need  his  aervicea,  can  obtain  it  only  through  the  o„_ 
channel,  the  relief  and  hospital  department,  and  not  then  if  tor  any  reaaoii  the  super- 
intendent or  medical  examiner  does  not  want  him  to  paae.  The  application  further 
says: 

"I  alBo  a^ree  that  the  said  companies,  or  either  of  them,  by  its  or  their  proper 
OKenta  and  m  the  manner  provided  in  said  r^ulationa,  Hhalt  apply  montnly  in 
advance,  from  the  firat  wages  earned  by  me  under  said  employment  in  each  calen- 
dar month,  Bums  at  the  rate  of ■  per  month  as  a  condition  to  the  relief  and  hos- 
pital department  for  the  purpose  of  eeuuring  the  benefits  provided  by  said  regula^ona 
lor  a  member  of  class ■  to  myself,  or  In  the  event  of  ray  death  to . 

"I  expressly  stipulate  that  my  marriage  shall  ipso  facto  have  the  effect  to  substitute 
my  wife  in  the  place  and  ntead  of  the  beneficiary  named  above  to  receive  said  bene- 
fits in  the  event  of  my  death,  if  she  be  then  living. 

"I  further  agree  that  this  application,  when  accepted  by  the  superintendent  and 
chief  surgeon,  shall  constitute  a  contract  between  myself  and  the  said  companiee,  and 
each  of  them,  as  a  condition  of  my  employment  oy  the  company,  governed  in  its 
construction  and  effect  by  the  laws  of  the  State  of  Georgia,  and  as  such  l>e  an  irrevo- 
cable power  and  authority  to  said  coippauiea,  or  either  of  them,  to  appropriate  the 
above  amounts  from  my  wages  and  apply  the  same  as  aforesaid,  and  shall  constitote 
an  appropriation  and  assignment  in  advance  to  the  said  companies,  oreitherof  them, 
in  trust  for  the  purposes  of  the  relief  and  hospital  deiartment,  of  such  portions  of  my 
wages,  which  assignment  shall  have  precedence  over  any  other  assignment  by  me 
of  my  wages,  or  of  any  claim  u_pon  them  on  account  of  liabilities  incurred  by  me. 

"Ifurtheragree  that  in  consideration  of  the  contributions  of  said  companies  to  the 
relief  and  hospital  department,  and  of  the  guaranty  by  them  of  the  payments  of  the 
benefits  aforesaid,  the  acceptance  of  tenefita  from  the  said  relief  and  hoapitai  depart- 
ment for  injury  or  death  shall  operate  as  a  release  of  ail  clwms  (utainst  said  compwiies, 
and  each  of  them,  for  damf^^es  by  reason  of  such  injury  or  cleath  which  could  be 
made  by  or  through  me;  and  that  the  superintendent  ana  chief  surgeon  may  require, 
as  a  condition  precedent  to  the  payment  of  such  benefits,  that  all  acts  bv  him  deem^ 
appropriate  or  necessary  to  effect  the  full  release  and  discharge  of  said  companies, 
and  each  of  them,  from  all  such  claims,  be  done  by  those  who  mi^ht  bring  suit  tor 
damages  by  reason  of  such  injury  or  death;  and  also  that  the  bringing  of  such  a  suit 
by  me,  my  beneficiary,  or  legal  representative,  or  for  the  use  of  my  beneficiary  alone, 
or  with  others,  or  the  payment  by  any  of  the  companies  aforesaid  of  damages  for 
such  injury  or  death  recovered  in  any  suit  or  determined  by  compromise,  or  of  any 
costs  incurred  therein,  shall  operate  as  a  release  in  full  to  the  relief  and  hospital 
department  of  all  claims  by  reason  of  my_  membership  therein. 

"I  also  agree,  for  myself  and  those  claiming  through  me,  to  be  specially  bound  by 
regulation  No.  13,  providing  for  the  final  and  conclusive  settlement  of  all  disputes  by 
reference  to  the  superintendent  and  chief  surgeon  of  tlie  relief  and  hospital  depart- 
ment; and  an  appeal  from  his  decision  to  the  committee  on  the  relief  and  hospital 
department. 

nd  and  sfiree  ttiat  this  annlicatK...  

and  each  of  them,  by  which  ray  rightsaa  a  member  oft... , 

ment,  and  as  an  employee  of  said  companies,  or  either  oF  thetn,  shall  be  determined 
as  to  all  matters  witnin  its  scope,  that  each  of  the  slateinents  herein  contained,  and 
each  of  my  answers  to  the  questions  asked  by  the  medical  examiner,  and  hereto 
annexed,  shall  constitute  a  warranty  by  me,  the  truth  whereof  shall  be  a  condition 
of  payment  of  any  of  the  benefits  aforesaid." 

It  will  l>e  noted  that  the  applicant  agrees  that  the  acceptance  of  hia  application 
creates  a,  fixed  and  immutable  condition  ol  his  employment.  He  also  agrees  to 
obtiUQ  a  release,  if  requested,  trom  all  parties  who  might  come  within  the  scone  of 
law  for  bringing  a  suit  against  the  company,  and  that  the  bringing  of  a  suit  shall  act 
as  a  positive  release  of  the  companies'  liability  to  pa_y  any  part  of  the  indemnity 
accruing  from  his  monthly  payments  and  membership  in  the  relief  and  hospital 
department  lie  also  agrees  ttiat  his  rights  in  the  indemnity  department  and  his 
position  as  an  employee  shall  rest  upon  the  truth  of  his  answers  to  the  medical 
examiner,  and  without  qualifications.  One  might  state  what  he  believed  to  bo  abso- 
lutely true  of  his  own  ptiysica!  condition  and  still  be  as  wide  of  the  truth  as  many  of 
the  students  with  M.  D.  attached  to  their  names  in  making  an  examination.  The 
applicant  takes  this  risk  alt  to  himself,  as  he  does  all  the  other  risks  incident  to  his 
employment  and  insurance  with  this  philanthropic  company.  We  append  below 
the  fixed  and  immutable  condition  of  employment  of  all  classes  of  employeee  on  the 
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Plant  Svfrtem.  In  this  exhibit  tRey  take  patno  to  say,  "Free  medical  and  sargical 
attendance  by  company's  surgeons  to  all  memben","  anil  that  members  must  inaure 
in  the  claaa  their  aalary  calls  for.  \\'e  shall  aev  lat«r  whether  medical  attendaitce  ia 
free  to  anyone  but  the  Plant  Company. 

Thf  Plant  Syslein  reiief  and  hotrpilal  depnrtmenl,  vihal  it  coitii,  <tnd  hrivjUt  to  be  dfrived. 
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Kow,  the  second  class,  not  in  train  service,  is  neceeaarily  made  up  of  all  the 
other  classes  that  compose  the  necessary  force  employed;  and  as  there  are  sis  classes 
listed  in  old-line  L-ompaiiics  Itefore  we  come  to  hazardous,  it  will  be  fair  to  take  the 
middle  cla^,  called  ordinary,  and  turnin);  to  this  column  we  find  (1,000,  and  $7.50 
weekly  indemnity.  Old-line  company,  84i  («nt8  a  month,  or  $10.12  &  year;  Plant 
system,  $2  a  month,  or  $24  a  year;  f  1,500  old  line,  {T.<W  weekly  l>enelits,  94  cents  a 
month,  or  $11.26  per  year;  Plant,  same  class,  $2.75  per  month,  or  $33  a  year;  $2,000 
old  line,  $12  a  week,  $1.46  per  month,  or  $17.52  per  year;  Plant,  Kamuc1a(«,  $3.50  a 
month,  or  $42  per  year;  $2,500  old  line,  $12.50  per  week,  $1.56^  a  month,  or  $18.75 
per  vear;  Plant,  same  class,  $4.25  per  month,  or  $51  per  year.  In  roads  where  boa- 
pital  department  only  is  maintained,  the  payments,  would,  we  think,  not  exceed 
^.50,  $6,  $9,  and  $12  a  year  for  the!«  classes,  and  the  Plant's  excess  char)^  over  the 
old-line  company  ia  $13.88,  $21.75,  $24.48,  and  $32.25  a  year— almost  three  times  as 
mnch  as  the  cost  of  hospital  maintenance.  This  looks  likoajtood  big  margin  for  the 
Plant  System,  and  we  will  leave  the  reader  to  estimate  wbetner  the  medical  service 
Is  free,  or  whether  the  employee  pays  the  bill.  And  when  we  realize,  as  we  all  do, 
that  a  very  small  percentage  of  the  above  class  get  killed,  and  consequently  the  ma- 
turing claim  by  natnral  dcatli  bein^  paid  only  one-half,  we  do  not  tnink  the  Plant 
System  will  Ije  bankrupt  by  its  philanthropy.  Now  wa  will  make  a  tromparison  of 
the  other  class,  "extra  naTjirdoiis,"  aa  tney  are  listed  by  the  old-line  companies. 

Now,  the  condition  for  an  enpneer  or  conductor  who  earns  more  than  one  hundred 
dollars  a  month  is  a  payment  of  $5.60  per  month,  or  $6fi  a  year,  on  a  $2,500  nolicy, 
with  $15  weekly  indemnity  for  26  weeks,  andone-halfj  or  $7,50,  if  heiadisablenmore 
than  26  weeks,  and  full  payment  on  bis  policy  If  he  is  killed  while  on  duty  in  the 
service  of  thecompanv;  but  if  he  dies  from  other  causes  he  receives  only  $1,250,  and 
benefits  on  account  of  accidental  injury  will  lie  paid  only  when  shown  by  evidence 
satisbctory  to  the  superintendent  to  have  been  receiveil  while  actually  engaged  in 
the  performance  of  duty  in  the  service  of  the  company. 

Now,  the  o:d-liae  schedule  before  me  lists  $2,500,  extra  hazardous,  $16  weekly 
indemnity,  at  $4,26  a  montb,  or  $51.36  a  year,  and  full  payment  of  $2,500  whether 
killed  following  his  occupation  or  otherwise,  or  dies  a  natural  death.  And  when  we 
understand  that  about  pixty  of  every  one  hundn'd  maturing  policies  under  the  Plant 
Syatuu  would  only  receive  $1,250,  because  60  per  cent  die  natural  deaths,  and  tiiat 
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indemnity  ib  not  paid  when  injory  is  received  when  not  on  dnty,  it  rloes  not  take  loojt 
to  [Bthom  the  incentive  that  actuates  its  piiperiiitendent  in  adnptint;  this  ineane  of 
relievingthe  PiantComptmy  of  sustaining  iteleeitinuiteliabilitiEs,  and  possibly  having 
Bomethinp  ieft,  and  witn  no  means  provided  by  whicli  one  of  these  employ'eee  who 
havB  p^a  ei(?e88  charges  over  cost  of  maintenance  ever  getting  any  of  it  t)e.ck.  And 
if  tbeyarediachar;^  orleave  the  service  of  the  company,  these  accumulations  which 
are  sure  to  accrue  remain  the  property  of  someone — Who? 

Now,  we  will  make  a  comparieon  with  the  Brotherhood  of  Locomotive  Engineere' 
Hntual  Life  and  Accident  Aeeociation.  This  is  the  extra  hozardotiE  risk.  For  the 
twelve  months  ending  July  20, 1896,  there  were  141  natural  deaths,  73  billed  and  died 
from  injuries  received,  IT  loea  of  hand  or  foot,  and  22  loss  of  eye,  a  total  of  253.  Of 
the  killed,  I  was  thrwwn  from  hie  hoiBe,  3 died  tromfninshot  wounds,  1  thrown  from 
',  1  drowned,  and  1  killed  in  a  cyclone;  and  these  the  Plant  would  pay  half 
_  ...  ire  them  forfeited  entirelv.  The  cost  of  carrying  f2,500  in  the  Brolherhood 
of  Locomotive  Engineers'  Mutual  Life  and  Accident  Association  for  the  past  year,  with 
30  liabilities  maturing  for  los  of  hand,  foot,  or  eye,  has  been  $41.66,  and  the  cost  of 
weekly  indemnity  eqoal  to  the  Plant  is  carried  on  in  many  of  oar  divisions  for  75  centfl 
a  month,  or  SO  a  year,  making  a  total  of  560.66  for  $2,500,  with  weekly  indemnity 
and  the  pohcv  always  paid  in  full.  Now  let  us  see  what  the  difference  would  amount 
to  paid  in  full,  as  the  Brotherhood  of  Locomotive  Engineers  does,  and  natural  deaths 
one-halt,  as  the  Plant  System  does.  Two  hundred  and  Qftv-three  policies  maturing 
at  $2,500  amounts  to  $630,000.  Now,  the  Plant  System  would  only  pay  in  full  for 
those  killed — 73 — $182,500.  As  they  would  not  pay  for  loss  of  hand  or  eye,  they 
would  only  pay  on  the  141  natural  deaths$176,251,  total,  $358,750.  Infavorof  the 
Plant  Company,  $271,250  on  policy  payments  only,  as  compared  with  ttie  Brotherhood 
of  Locomotive  Enginee™'  insurance.  If  the  Brotherhood  of  locomotive  Engineers 
paid  its  policy  holders  on  the  same  basis  the  Plant  does,  it  would  cost  but  $22.50  a 
year  to  pay  tne  bill  and  cost  of  collecting.  Now,  the  men  on  the  Plant  System  have 
paid  Sl&.Sl  a  year  more  for  their  risk  being  carried  hy  the  Plant  than  the  Brotherhood 
of  IiOcomotivo  Engineers'  insurance  has  cost  its  members,  and  they  have  paid  $14.64 
more  than  an  old-Tine  company  would  ask,  and  on  the  ordinary  claas  almost  three 
times  as  much  as  the  rate  in  an  old-line  company. 

For  further  comparison,  we  will  take  the  number  carried  by  the  Brotherhood  of 
Locomotive  Engineers'  insurance  department  which  are  ail  extra  hazardous,  and  in 
which  all  payments  are  made  in  full,  and  loss  of  hand,  eye,  or  foot  paid  the  same  as 
on  death,  wliich  will  give  30  more  maturing  policies  than  in  either  the  Plant  or  the 
old-line  company.  For  the  information  of  the  members  of  the  Brotherhood  of 
Locomotive  Engineers'  insurance,  we  will  take  the  avert^  number  carried  during 
the  year,  our  flares  bein^  based  on  the  actual  records  of  the  insurance  assessments 
for  that  time.  We  will  give  the  amount  of  cost  to  the  insured  to  carry  $2,500  and  $15 
a  week  in  each  of  the  three,  and  deduct  the  amount  that  would  he  paid  on  matured 
policies  in  each,  leavii^  the  balance  to  cover  weekly  indemnity,  profit,  or  surplus. 

In  the  Brotherhood  of  Locomotive  Engineers'  insurance,  16,860  members  pay  in 
$60.66  a  year,  or  a  total  of  $854,127.60,  and  receive  on  253  matured  policies  (the  last' 
y^r'o  record  as  to  actual  number  of  policies  paid)  $630,000,  leaving  balance  of 
$224,127.60  to  meet  weekly  indemnities.  The  old-lino  companies'  figures  on  same 
number  would  be:  Paid  in  by  insured  at  $51.36  a  year,  $865,020;  as  they  do  not  pay 
tor  lose  of  hand,  foot,  or  eye,  we  will  deduct  17  for  loss  of  hand  or  foot  and  22  for 
loss  of  eye,  a  total  of  3d,  leaving  matured  policies  in  old-line  company  214  instead  of 
263,  and  this  total  would  be  $535,000;  this  deducted  from  thi«  amount  paid  in  would 
leave  a  balance  of  $330,029  to  meet  weekly  indemnity  claims,  commissions,  and 
profits — $106,801.40  more  than  the  Brotherhood  of  Locomotive  Engineers.  The 
FUmt  System  of  payments,  $66  a  year  on  16,860  members,  would  amount  to  $1,112,760. 
and  they,  like  Uie  old-line  company,  do  not  pay  for  hand,  foot,  or  eye,  and  would 
stand  at  214,  BBme  as  the  other,  B^dea  this,  nowever,  they  do  not  jay  but  half  on 
natural  deaths;  so  the  account  would  stand  (taking  our  record  again),  accidental 
deaths,  73,  at  $2,500.  $182,500;  natural  deaths.  141,  at  $1,250=*176,251,  or  a  total 
of  $358,750,  and  there  has  been  $1,112,760  paid  in,  leaving  a  balance  in  favor  of  the 
Plant  of  $764,010;  $529,873  more  than  the  Brotherhood  of  I-ocomotive  Engineers. 
Now,  the  members  of  the  Brotherhood  of  Locomotive  Engineers'  insurance  pay  in 
$11,802  less  than  the  same  risk  in  an  old-line  company,  and  pay  out  for  lose  of  hand, 
foot,  or  eye  30  matured  claims,  amounting  to  $06,500,  and  having  paid  in  $11,802  less 
the  saving  would  stand  $110,302  in  fcivor  of  the  Brotherhood  of^  Locomotive  Engi- 
neers' inenrance.  And  when  we  compare  it  with  the  Plant  System  the  memhers  of 
the  Brotherhood  of  Locomotive  Engineers'  insurance  would  my  in  $258.86;i  less,  and 
get  in  t«tum,  as  we  have  shown,  but  $358,750  on  matured  policies  in  lien  of  $630,000 
from  the  Brotherhood  of  Locomotive  En^neeTB— a  dUferenceof  $271,250;  this,  added 


TBAN8FOBTATION.  57 

to  the  S2S8,863  exccM  Mymetit,  BhovB  the  tobI  to  1*  greftter  then  that  of  the  Brother- 
hood of  liOCOtuotive  EfuineerB  by  9530,113.  Our  exhibit  shows  r  bftlanL-e  to  meet 
weekly  md^niiUy  ot  §224,127.00,  the  olci-line  coDipojiiw'  indemoity  fund  as 
¥330,029,  aod  the  Plant  aa  $764,000.  We  have  not  conaidered  the  greater  factor  iu 
propDitioit  to  ttie  number  employed  in  railroad  service  which  do  not  coroe  under  the 
clan  of  extra  hasardons,  and  by  examination  it  will  be  found  that  the  saving  for  eome 
one  bceidea  the  insured  in  that  cla«B  in  very  niuch  greater  in  ^rcentage,  and  while 
the  nnmher  employed  on  the  Plant  System  we  presume  is  considerably  smaller  than 
that  we  have  used  in  this  article,  we  think  we  are  safe  in  saying  that  this  philan- 
thropic Superintendent  Dunham  will  be  able  without  much  difSculty  to  figure  out 
enough  to  at  least  pay  the  doctors  and  do  so  without  using  any  of  the  Plant  System's 
cMmii^a,  bat  get  it  out  of  the  pockets  of  the  employee,  not  by  voluntary  contribu- 
tion, hut  by  a  system  of  coercion,  the  employee  being  afraid  to  do  otheru  ise,  fearing 
the  loss  of  podtion.  There  are  other  railroad  companies  that  have  paternalism  with 
rimilar  conditions,  but  it  baa  been  left  fur  Superintendent  Ihmham  to  reach  the 
eztrraoe  in  compelling  the  employee  to  more  than  pay  the  company's  losses  without 
ehariogin  ita  prodts.  The  owners  of  the  Plant  System  can  not  relieve  themaelves  of 
their  reqwnnDility  for  having  a  tyrant  as  their  business  manaser,  who  resorts  to 
every  kind  of  scheme  of  good  or  ill  repute  to  foster  his  or  their  interests. 

I  presume  there  are  those  interested  in  the  Plant  Relief  and  Hospital  Aseociation 
irbo  will  tr^  to  deny  the  statements  in  this  article,  and  to  show  that  the  company  is 
not  onl^doiiw  their  share  toward  expense,  and  are  really  actuated  by  a  loveof  canug 
far  their  employees,  hut  in  doing  so — if  they  wish  to  be  honest  in  it— they  must  flm 
show  what  had  been  the  legitimate  cost  of  medical  attendance  on  the  company's  bna- 
neea  before  the  employee  t>enn  to  pay  the  bills ;  and  also  show  the  real  dhnlnntion 
of  the  expense  of  their  legal  department,  by  virtue  of  the  contract  the  em^loyeedgns, 
foisting  his  claims  to  toe  benefits  which  should  accrue  to  him  from  hia  own  pav- 
menta  into  the  relief  and  hospital  fund,  if  he  or  any  of  hie  heirs  or  asrigns  should 
pieeume  to  sue  the  company,  even  though  the  injury  was  caused  by  the  groaseet  care- 
leesnes  on  the  part  of  tne  officials  of  the  company  themselves.  There  are  those  who 
maintain  that  the  employees  like  these  aeeociations — the  contract,  compolsory  part, 
and  all — hut  the  beet  explanation  of  that  is  that  they  do  not  like  to  say  they  do  not 
like  it 

The  Headers  can  infer  as  much  as  they  like.  There  Is  a  redeeming  quality  In  ho»- 
pita)  departments  rightly  conducted.  Where  the  collectiona  from  the  employees 
are  moderate,  and  where  there  is  no  ironbound  contract  to  relieve  the  company  of 
Har^htfnl  obligation  to  pay  iegitimate  claims  against  it,  and  in  which  there  doee  not 
enter  the  specnUtion-foetenng  features  of  the  other)',  there  is  a  streak  of  charity  in 
it,  and  thoogh  one  never  expected  to  he  bcne(i1i.-d  by  it  personally,  having  a  home 
of  his  own,  they  willingly  contribute  for  the  benefit  of  otheni  whose  circumstances 
differ.  There  is  a  good  chance  in  hoepital  system  relieved  of  the  other  feature,  for 
company  officials  to  oe  actuated  by  a  meritorious  desire  to  benefit  and  relieve  suifer- 
ing  humanity  when  the  occasion  requires  it.  We  believe  the  public  should  know 
what  is  the  real  intent  and  purpose  of  the  man  at  the  head  at  the  Plant  Syaton. 
That  it  is  not  charity,  they  need  not  be  told;  that  it  i£  gain,  pure  and  simple,  tB  self- 
evident,  and  traght  to  be  condemned.  He  has  denied  the  employee  the  right  to  a 
voice  in  any  condition  as  associated  with  the  Plant  System,  anil  they  have  no  voice 
in  thia  relief  and  hospital  department  They  are  requested  not  to  use  their  voices, 
hot  a  pen  to  sign  away  their  liberties  at  the  command  of  Superintendent  Dunham  or 
suffer  discharge. 

This  article  was  prepared  hv  Mr.  C.  H.  Salmons,  the  editor  and  manager  of  Uie 
locomotive  Engineer's  Jooraal,  and  was  printed  in  that  journal  for  September,  1896; 
and  Hr.  Salmons  writes  me  thai  no  one  has  so  far  undertaken  to  disprove  any  of  the 
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man  who  has  stamina  enough  about  him  to  protest  a^inst  unfavorable  conditions 
beit^  imposed  upon  him  will  not  he  allowed  to  remain  in  the  service  long  enough 
to  be  put  upon  the^pension  list;  and  they  prefer  to  look  after  their  own  futmre  rather 
than  have  paternalism  exercised  over  them  by  the  companies. 

The  Iittentate  Commerce  Commiseion,  in  its  Thirteenth  Annual  Report,  in  touch- 
ing on  tlie  question  of  relief  departments,  said: 

'There  are  some  conditions  imposed  upon  members  h^  the  relief  departments 
whidi  have  provoked  no  little  criticism.  For  instance^  objection  is  made  that  two 
of  the  nulroad  companies  make  membership  a  condition  of  employment^  another 
objection  is  that,generaUy,memherahip  is  foneited  when  the  employce'H  Hcrvice  in 
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the  company  terminatee;  and  still  another  is  that  all  the  relief  departments  provide 
that  an  employee  or  hta  beuefii/iary,  by  accepting  (he  benefita  aflorded  by  the  relief, 
thereby  waives  an/  legal  right  to  recover  aamages  against  the  company  in  caae  of 
injury  or  death  caused  by  accident.  It  is  also  urged  against  these  relief  departments 
that  they  create  in  the  mind  of  the  employee  a  sense  of  dependence  on  the  continued 
H>od  will  of  the  employer,  since  an^  beneficial  interest  in  the  relief  fund  ceases  upon 
the  discharge  of  the  employee  or  his  voluntary  retirement  from  the  employer's  serv- 
ice. Moreover,  when  contracts  are  exacted  requiring  membership  of  relief  depart- 
ments as  a  condition  of  receiving  employment,  there  is  said  to  bea  tendency  toward, 
if  not  the  actual  assumption  ot,  powers  which  ought  not  to  be  exercised  by  railway 
corporations."      (Tenth  Annua!  Report  of  the  Interetate  Conmiorce  CommlBsion, 

p.  in.) 

The  following  are  a  few  editorials  from  the  journals  of  our  organizations,  which 
contain  some  verygood  argunientaagainst  these  relief  aasociationH,  and  will,  I  believe, 
be  of  some  awistance  to  the  commission: 

"One  of  his  admirers,  in  writing  of  the  life  of  Mr.  McLead,  declared  him  to  be  a 
democrat  in  hia  dealings  with  his  employees,  and  in  support  of  his  statement  said 
there  was  no  hand  on  the  Reading  so  much  covered  with  dust  and  grease  that  the 
president  would  not  shake  it.  Another  proof  of  his  solicitude  for  hia  employees 
was  made  as  follows:  'The  first  thing  be  did  upon  assuming  promioence  in  the  com- 
pany was  to  start  a  relief  association  among  the  men,  which  has  a  membership  of 
15,216  and  a  surplus  in  the  treasury  of  f  22S,i80.43.  The  receipts  of  the  association 
last  vear  were  S262.78T.28  and  the  disbursements  were  $211,101,91.  It  is  adminis- 
tered by  an  advisory  hoard  composed  ot  ordinary  employees  and  a  number  of  the 
lepreeentatives  of  the  Reading's  board  of  managers.  This  looks  good  and  sounds 
better,  but  the  romance  and  sentiment  attached  to  the  story  can  not  bury  the  truth. 
"  *  •  There  is  not  the  first  priaciple  of  democracy  in  any  part  of  it,  although 
there  is  an  assumption  of  such  in  allowing  ordinary  employees  to  meet  and  hear  the 
managers  of  the  road  direct  the  government  of  the  association.  The  fact  that  the 
boara  of  managers  have  their  representatives  to  asaiat  gives  a  pretty  fair  idea  how 
far  the  wishes  of  the  employees  are  allowed  to  govern.  Membership  in  this  far- 
eighted  and  benevolent  association  is  made  a  condition  of  employment;  promise  not 
to  join  any  labororganization,orto  withdraw  from  those  already  _joined,  is  part  of  the 
eame  contract  drawn  by  this  democrat.  Under  the  guise  of  philanthropy  this  aaao- 
dation  has  taken  from  the  men  on  the  system  in  one  year  over  $262,787  and  given 
them  in  return  $241,101,  while  the  balance  is  kindly  held  for  them  by  the  company, 
whicli  is  anything  but  a  reliable  dejxxutory.  This  same  democrat  would  have 
extended  his  pet  scheme  to  the  leased  lines  had  the  employees  of  those  lines  notmet 
the  proposition  with  organized  and  determined  reslslance,  and  had  system  fcderaUon 
not  been  in  force  among  the  oiganiKations  of  railroad  employees  on  Ihe  leased  lines, 
they  too  would  be  paying  tribute  to  this,  the  ffreateat  philanthropic,  fake  the  work- 
ji^men  of  this  country  have  ever  had  to  submit  to.  Their  combined  front  presented 
in  opposition  to  this  infamous  proposition  alone  saved  them  from  the  humiliation  of 
placing  their  necks  under  this  oppressive  yoke."  •  •  •  (Railroad  Trainmen's 
Journal  for  May,  1893,  p.  381.) 

The  Railway  Conductor  for  March,  1897,  page  180,  speaking  on  a  law  introduced 
in  Iowa  to  declare  void  all  contracts  wherein  employees  waivea  their  rights  to  recover 
for  injuries  by  accepting  benefita  from  relief  departments,  saj-a: 

"Tnis  is  the  substance  of  the  contention  we  nave  always  made  upon  this  subject, 
and  is  no  more  than  common  sense  and  common  justice  would  dictate.  When  men 
are  compelled  to  pay  for  their  insurance  it  is  their  property,  no  matter  whether  it  be 
the  company  employing  them  or  some  private  corporation  selling  the  insurance, 
and  the  fact  that  they  accept  insurance  tor  which  they  have  paid  should  have  no 
more  bearii^upon  their  right  to  collect  from  thecompany  for  damages  recdved  than 
the  acceptance  of  groceries  upon  the  same  terms.  So  long  as  the  men  are  obliged  to 
support  the  insiirancethcy  should  be  protected  in  theirnght  to  the  product  of  their 
investment,  and  the  companies  should  not  be  allowed  to  exploit  them  in  this  way  in 
order  to  save  having  to  pay  for  damages  wrongfully  inflicted.  The  measure  is  a  just 
one  and  should  be  made  law,  not  only  in  Iowa,  but  in  all  the  States  where  similar 
attempts  are  being  made  to  compel  railroad  men  to  insure  themselves  agtunst  the 
ignorance  or  carekesnees  of  others  in  the  interest  of  the  employing  corporatione." 


"  This  snbjecthaB  attracted  the  attention  of  railway  emplnyeeg  toaniinnsiml  degree 
of  late,  and  has  been  brought  prominently  to  the  attention  of  legislators  by  the 
numerous  appeals  on  the  part  of  railway  employees  for  legislation  which  would  more 
fairly  protect  their  interests  than  that  which  now  exists. 
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"Volnntary  or  so-caJled  volHntary  relief  asBooiationB,  practically  or  "vholly  wm- 
trollpd  by  thi;  employ inB conwration,  and  in  whiuh  their  employees  or  Beekers  after 
employment  are  required  to  hold  membership  or  declare  their  willingnesa  to  do  eo, 
have  always  been  distasteful  to  the  employecB.  Aside  from  the  natural  resentment 
lelt  by  the  employee,  the  principftl  objection  to  these  relief  aasociationH  lies  in  thefact 
that  the  employee,  upon  becoming  a  member  of  the  association,  in  required  la  sign  b, 
contrat't  unaer  which  if  be  is  injured  while  in  the  discharge  of  his  duties  and  accepts 
the  temporary  financial  relief  provided  by  the  association,  he  relinauishee  and 
released  all  rijfht  to  recover  damages  against  tlie  employing  corporation  through  suit 
at  law.  On  the  one  hand,  it  is  held  that  the  man  in  search  of  employment,  and  who 
has  behind  him  the  imperative  duty  of  providing  for  those  who  are  dependent  upon 
his  daily  toil  for  sustenance,  wil!  not  hesitate  long  about  signifying  his  williogness  to 
become  a  member  of   tlie  relief  association. 

"It  is  claimed  that  the  contract  releasing  the  company  from  liability  for  damages 
ID  consideration  ol  receiving  beneSta  from  the  association  is  secured  under  duress; 
that  it  is  a^nst  public  policy;  that  it  lacks  the  essential  to  all  contiacts-~coiisider»- 
tion;  that  It  strikes  down  the  voluntary  right  tocontract,  and  that  it  lacks  mutuality. 
On  tbe  other  hand,  all  these  claims  are  denied  and  it  is  claimed  that  the  contract  isa 
purely  voluntary  one.  It  is  said  that  the  emp]o)[ee  can  elect  for  himself,  intheevent 
of  his  receiving  personal  injury,  whether  he  will  relinquish  his  claim  against  the 
relief  association  or  release  his  right  to  attempt  to  recover  through  appeal  to  the 
conrtfi.  Inasmuch  as  the  employee  can  secure  insurance  against  accident,  and  even 
against  illness  from  many  causes,  without  any  conditions  other  than  the  payment  of 
the  premium,  and  that  premium  but  slightly,  if  anv,  higher  than  that  paid  to  the 
relief  affiociation,  it  can  not  be  said  that  the  association  is  maintained  through  a  spirit 
of  pure  magnanimity.  It  is  established  and  maintained  as  a  means  of  escaping  legal 
liability  for  peraonal  injuries  to  employees. 

"At  the  last  session  of  the  Iowa  legislature  an  amendment  to  the  laws  of  the  State 
abrogating  and  avoiding  such  contracts  of  release  of  liability  was  the  occasion  of  the 
most  earnest  and  spirited  contest  during  the  session.     In  the  closing  hours  of  the 


I  the  amendment  was  defeated  in  the  senate,  having  been  pa^ed  bv  a  very 
najority  of  the  house.    It  will  undoubtedly  be  again  introduced  at  tne  next 
(■ession,  and  one,  at  least,  of  its  strongest  opponents  in  the  last  session  has  declared 


his  intention  of  supporting  it  in  the  future."     (Editorial  from  the  Railway  Con- 
ductor for  November,  1897,  p.  753.) 

Tbe  following  resolution  was  adopted  by  the  State  legislative  board  of  railroad 
employees  of  Pennsylvania,  at  its  meeting  at  Sunhury,  Pa.,  April  27,  1900: 

'  Wnereas  the  relief  associations  now  operated  by  the  Baltimore  and  Ohio,  Penn- 
srlvaDta,  and  Philadelphia  and  Reading  railroad  companies  impose  unfair  condi- 
tions on  the  employees  of  said  roads,  inasmuch  as  the  employees  are  required  to  pay 
the  largest  part  of  the  money  that  goes  to  make  up  the  funds,  but  are  denied  the 
right  of  majority  representation  on  the  managin);  btutrds,  and  are  required  to  release 
the  companies  from  responsibilitv  for  injury  before  they  can  receive  benefits  from 
these  funds  which  they  themselves  have  rumished  the  greatest  part  of;  and  as 
membership  in  these  associations  is  practically  compulsory,  it  keeps  employees  out 
of  labor  organizations,  as  many  of  them  find  it  difficult  to  pay  the  dues  in  both,  and 
they  are  therefore  denied  the  benefits  and  protection  whiofi  labor  organizations  give 
them,  and  in  consequence  arc  left  more  to  the  mercy  of  the  companies;  and  as  these 
roads  branch  out  and  absorb  new  lines,  these  unjust  conditions  are  imposed  upon  the 
employees  of  the  new  lines  taken  in;  Therefore  be  it 

Efgolved,  That  we  condemn  these  associations,  and  assert  that  instead  of  their 
object  being  that  of  benevolence,  as  claimed  by  the  Companies,  they  are  based  upon 
iniquitous  principles,  controlled  by  arbitrary  laws,  and  are  in  violation  of  the  laws  of 
Congress;  and  we  earnestly  ask  Congress  to  investigate  these  associations  and  pass  a 
taw  that  will  prevent  their  beine  further  imposed  upon  railroad  employees." 

It  may  be  said,  as  has  been  said  before,  that  these  are  only  the  utterances  of  the 
officers  and  leaders  of  the  organisations,  and  they  do  not  express  the  feeling  of  the 
employees  toward  these  relief  departments,  and  that  the  employees  are  perfectly 
satisfied.  President  Cowen,  of  the  Baltimore  and  Ohio  Railroad  Company,  said  in 
his  testimony  before  this  commiwion: 

"I  believe  that  the  arrangement  is  not  only  a  perfectly  fair  one,  but  I  think  it  ia 
one  which  is  approved  by  99  per  cent  of  our  men,  (Hearings  before  the  Industrial 
GomniisBion  on  transportation,  p.  306.) 

I  want  to  say  that  Mr.  Cowen  either  did  not  know  what  he  was  talking  about  or 
tried  to  misrepresent  matters  to  this  commission.  Which  was  the  case  I  am,  of 
coarse,  unable  to  say.  I  had  talked  with  many  employees  of  the  Baltimore  and 
Ohio  Railroad,  and  never  heard  one  of  them  say  that  ne  woe  satisfied  with  the  relief 
d^HTtment,  but  after  reading  this  ctateuient  of  Mr.  Cowen's  1  concluded  that  it  waa 
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proper  that  this  commissinn  should  be  fumiehed  with  evi<1en<v<'niiiiriK  dirtK'tly  from 
the  employees;  so,  with  the  approval  of  (iraiid  Miu<tfrMorriijsey,of  the  Brotherhood 
of  Bailroad  Tiainmwi,  I  sent  a  copy  o£  the  following  circular  to  each  lodge  of  that 
orgaoization  located  on  the  Baltimore  and  Ohio  ana  Pennsylvania  railroa<&: 

Tbb  Raleigh, 
WathtTiglon,  D.  C,  February  10,  1900. 
To  aU  Lodgn  of  Ote  Bi^lifrhmd  of  Railrond  Trainmm  on  the  Baltimore  and  Ohio  and 

PmTun/fRMiia  SaUroadii. 

Dear  Sirs  and  BROTHKBa:  The  United  States  Industrial  CommisHion  is  inveeti- 
mting  the  subject  of  "Railroad  relief  departments,"  and  aa  I  have  been  requested 
Dy^  the  commieEion  to  appear  before  it  in  the  near  future  and  give  teetiinony  upon 
this  and  several  other  questions  in  which  we  are  interested,  I  desire  to  be  in  a  p4^- 
tion  to  state  to  the  comniii«ion  exactly  bow  the  employees  feel  toward  these  associa- 
tions, and  would  respectfullyaskyouto  furnish  me,  over  the  signatureaof  your  master 
and  secretary  and  under  lodge  seal,  answers  to  the  questions  submitted  on  attached 
blank. 

Kindly  fill  out  this  blank  and  return  t< 
in  the  incloeed  envelope,  at  your  earliest  o 
tect  the  officers  signing  this  statement. 

Fraternally,  youra,  H.  R.  Ft'LLEH. 

Clrvblahd,  Ohio,  February  II,  1900. 
Circulation  of  this  letter  with  accompanying  questions  is  approved. 

P.  H.  MoRRissKY,  Grand  Matter  B.  R.  T. 

Name  of  railroad  systwn  upon  which  your  lodge  is  located?    

Number  of  members  of  your  lodge  employed  on  said  system?    

(1)  Is  memberahip  in  the  relief  department  conudered  by  the  employees  to  be 
voluntary  or  compulsorv?    - — — 

(2)  Do  men  who  seek  employment  receive  it  if  they  do  not  make  application  for 
membership  in  the  relief  department?    

(3)  Is  the  blank  application  for  membership  in  the  relief  department  banded  to 
tb6  new  employee  without  solicitation  on  his  part?    

(4)  Are  the  actions  of  the  company's  representatives  such  as  to  make  him  believe 
that  the  filling  out  of  this  bhuik  by  him  is  necessary  for  him  to  secure  employ- 
ment?     

(5)  Are  employees  who  are  already  in  the  service  and  not  members  of  the  relief 
department  coerced  or  intimidated  into  joining  it?    

(61  If  BO,  in  what  way  ia  this  generally  done?    

(7)  Is  the  amount  deducted  from  the  pay  of  tbe  employees  each  month  by  the 
company  considered  by  them  to  be  a  voluntary  contribution  on  Iheir  part,  or  dn  they 
consider  that  they  are  required  by  the  company  to  pay  this  amount  to  the  relief 
depttrtmenl?    

(8)  Do  you  think  membership  in  the  relief  department  has  a  tendency  to  keep 
members  out  of  labor  organizations  on  account  of  their  being  unable  to  pay  the  dues 
in  both?    

(»)  Ate  membeiB  of  the  relief  department  granted  special  privil^es  over  thoee  who 
are  not  membera?    

(10)  Do  the  employees  consider  it  fair  that  upon  receiving  benefits  from  the  relief 
de|>artment  they  should  be  required  to  release  the  company  from  reepoDsibility  for 
injury?    

(11 )  Do  you  agree  with  the  opinion  that  the  prime  objects  of  the  railroad  compa- 
nies in  operating  relief  departments  are  to  deprive  the  employees  of  their  right  to 
recover  for  injury  and  to  alienate  their  intereata  from  our  brotherhoods?    

Location  of  lodge, ;  date, ,  1900;  name  of  lodge, ;  No.  of 

lodge, . 

[sKAl.]  ,  MatUr, 

,  Serrrtary. 

of  the  employees  of  the  Penn 
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The  total  number  of  lodges  making  replies  to  the  questions  was  46.  They  came 
from  36  cilieH  and  tawneiD  S  different  StAtes,  and  represent  4, (SI  membeiB- 

According  to  thu  answers  received  to  question  1,  96  per  cent  my  that  memberahip 
in  the  relief  department  ie  considered  by  the  employeea  to  be  (mmpulsory. 

In  answer  to  question  2,  7S  per  cent  say  that  meo  who  seek  employment  do  not 
receive  it  if  they  do  not  make  applicatJon  for  membership  in  the  relief  department. 

In  answer  to  question  3,  94  per  cent  my  the  blank  application  for  membership  is 
the  relief  department  is  handed  to  the  new  employee  without  solicitation  on  hia  port 

In  aaswertoqneetion4,  83  per  cei  '        -■    -  -■  '  ■• 

sentalivee  are  such  as  to  make  him  b 
is  necessary  to  secure  employment. 

In  answer  to  question  5,  85  per  cent  say  that  employees  who  are  already  in  the 
service  and  not  members  of  the  relief  dep«)rtment  are  coerced  or  iatimid^ed  into 
joining  it 

The  answera  to  question  6  show  the  numerous  coercive  tactics  employed  by  the 
company  to  get  the  employees  to  join  the  relief  de^rtment.  Couple  these  to  the 
statement  made  by  a  railroad  mana^r  to  Prof.  E.  B.  JohuHOu,  "That  he  did  not 
care  whether  it  was  compulsory  to  join  the  aaeociation  ornot,  for  the  reason  that^ 
indirect  pienore  that  the  corporation  could  bring  lo  bear  would  accomplish  theaame 
result,"  and  I  tiiink  it  clearly  proves  that  the  emploveee  are  required  to  join  these 
associations  against  their  will.  (Foratatement  of  railroad  manager  here  referred  to, 
see  Hearings  before  Industrial  Commiseion  on  Transportation,  p.  57. ) 

In  answer  to  question  7,  97  per  cent  say  that  the  amount  piua  into  the  relief  fund 
by  the  employees  is  not  a  voluntary  conUibution,  but  that  they  are  required  by  the 
company  to  pay  iL 

In  answer  to  question  S,  10O  per  cent  say  that  they  think  membership  in  the  relief 
departmmt  has  a  tendency  to  keep  members  out  of  labor  organizations  on  account  of 
their  being  unable  to  pay  the  dues  in  both. 

In  answer  to  question  9,  67  per  cent  say  that  memben  of  the  relief  department  are 
granted  special  privil^es  over  those  who  are  not  members. 

In  answer  to  question  10,  100  per  cent  say  that  they  do  not  consider  it  fair  that 
upon  receiving  benefits  from  the  relief  department  they  should  be  required  to  release 
the  company  from  responsibility  for  injury. 

In  answer  to  question  11,  92  per  cent  say  that  they  agree  with  the  opinion  that  the 
prime  objects  of  railroad  companies  in  op^ling  relief  departments  are  to  deprive 
the  employees  of  the  right  to  recover  for  mjury  and  alienate  their  interests  from  our 
brotherhoods. 

The  followiogtable  shows  the  result  of  the  answers  of  the  employees  of  the  Balti- 
more and  Ohio  Bailroad  to  the  questions; 
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^nie  total  rinmber  of  lod«8  nuking  repUn  to  the  qneettons  was  28.  They  oune 
from  26  cities  and  towns  in  7  difler«nt  StAtu  and  represent  1,674  members. 

In  answer  to  question  1. 100  percent  say  that  memberBhip  in  the  relief  department 
k  considered  by  the  employees  to  be  oompnlsory. 

In  answer  to  question  2, 100  per  cent  say  that  men  who  seek  employment  do  not 
receive  it  if  they  do  not  make  appticaition  for  membership  in  the  relief  department 

In  answer  to  question  3,  100  per  cent  say  the  bloak  application  for  membei8hi|> 
in  the  relief  department  is  handed  to  the  new  employee  without  solidtation  on  his 

In  answer  to  question  4, 100  per  cent  ny  that  the  actions  of  the  company's  repro- 
aentatives  are  snch  as  to  make  ttim  believe  that  the  flUing  out  of  this  blank  by  Eiim 
is  oeceHary  to  secnre  employment 

In  answer  to  question  6, 69  per  cent  say  that  the  employees  who  are  already  in  the 
service  and  not  members  of  the  relief  department  are  coerced  or  intimidated  into 
fmn'mg  it    This  low  percentage  may  be*  ...      ,.....,.». 

of  the  answera  to  ttiie  questioil  say  tnat  all 
qnently  there  is  no  reason  to  coerce  them. 

The  answers  to  qoestJoQ  6  are  similar  to  the  answers  riven  by  the  PenDsylvania 
employeee  to  thesameqnestion.and,  as  I  have  beforesaid,  show  the  many  ways  the 
company  goee  aboat  it  to  force  the  employees  into  the  association. 

In  answer  to  question  7, 100  per  cent  say  that  the  amount  paid  into  the  relief  fund 
by  the  employees  is  not  a  voluntary  contribution,  bnt  they  are  required  by  the  com- 
pany to  pay  it 

In  answer  to  question  8, 92  per  cent  mj  that  they  think  membership  in  the  relief 
department  has  a  tendency  to  keep  memDers  out  of  labor  organizations  on  account  of 
their  being  unable  to  pay  the  dues  in  both. 

In  answer  to  question  9, 33  per  cent  sav  that  members  of  the  relief  department  are 
granted  special  privileses  over  those  who  are  not  membere.  This  low  percentage 
may  also  cte  accounted  for  by  the  fact  that  40  per  cent  of  the  answers  to  this  question 
say  that  all  belong  to  the  reUef  department 

In  answer  to  question  10, 100  per  cent  say  that  they  do  not  consider  it  fair  that 

rn  receiving  benefits  from  the  relief  department  they  should  be  required  to  release 
company  from  responsibility  for  injury. 

In  answer  toqnestion  11,  lOOpercent  say  that  they  agree  with  the  opinion  that  the 
prime  objects  of  railroad  companies  in  operating  relief  departments  are  to  deprive 
the  employeee  of  the  ri^t  to  recover  for  injury  and  alienate  their  interests  from  our 
brotherhoods. 

In  addition  to  the  answers  to  these  queetiona  received  from  the  lodeee  I  have 
received  numerous  letters  and  papers,  sent  unsolicited  by  members  of  Uiese  reli^ 
departments,  which  are  very  unutvorable  to  the  de[>artmenlB.  The  following  are 
some  of  them.  In  oider  to  nilty  protect  the  men  who  wrote  these  letters  I  withhold 
their  names,  but  I  have  the  original  letters  here  with  me  and  would  like  to  have  the 
commission  look  them  over: 

"H.  R.  FULLKH, 

"  Waihiiiglm,  D.  C. 
"The  relief  department  has  made  amendments  to  the  by-laws  without  consoltlng 
the  ones  who  pay  to  keep  it  up,  and  make  laws  in  which  we  have  no  Hay  whatever, 
and  in  the  last  lot  of  amendments  adopted  by  them  all  of  our  members  kicked  a^nst 
those  changes,  but  they  were  made  all  the  same  and  they  were  given  to  us  after  they 
were  adopted  by  the  officials.  We  had  no  vote  in  the  matter  and  have  no  say  what- 
everwhat  shall  oe  the  laws  which  govern  ns  and  what  shall  be  done  with  the  money 
we  pay  in,  and  we  don't  know  what  becomes  of  it,  only  what  they  choose  to  put  on 
paper  and  give  us,  and  no  iufonnaUon  will  be  given  us,  as  we  have  tried  to  find  out 
such  things  the  same  aa  we  do  in  our  own  lodge  room. 
"  Yonrs,  fraternally." 

"Mr.  H.  R.  Fniun^ 

"WathingUm,  D.  C 
"  Dkak  Sib:  Tonr  tetter  of  a  few  days  ago  was  recdved  and  contents  noted.    The 
inclosed  dieet  was  filled  ont  and  inclosed  vou  for  your  consideration,  etc,  and  hope 
that  the  matter  will  be  taken  up  at  the  earliest  possible  moment  to  see  what  can  be 

"  Of  course  you  will  imderstand  you  will  have  to  treat  our  names  as  confidential, 
otherwise  there  will  be  consequences.  .  -.  r 

"Fratomally,  youTk"  ,  ,  ,ii,,  L  .1>(>Q  IC 
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"  Mr.  H.  R.  Ptn-LBR, 

"  LeffMative  Repretmtaiioe,  Wathington,  D.  C. 
"Dbab  Snt  AtTD  Bbother;  Yonre  of  the  17tb  received  and  noted.  Think 7011  will 
find  blank  0.  K.  now.  The  PennB^lvaciia  Btulrood  relief  is  in  a  way  not  compiil- 
Bory :  men  are  emplo7ed  without  joining  relief,  bnt  BW  almoBt  forced  to  join  after- 
wards. They  are  made  to  believe  that  if  they  are  not  membere  of  relief  they  may 
expect  ta  get  released  at  aov  tame. 

"  FMtemally,  youre." 

"H.  B.F11LUK,  Esq. 

"  DxAB  81K  AND  Brothxs:  I  thinlc  I  can  giv6  yon  some  infoimation  that  will  be 
of  use  to  von,  but  if  yoa  make  oee  of  the  same  I  would  ask  that  my  name  be  not 
mentionea.  The  Baltimore  and  Ohio  relief  has  a  danae  in  their  regulaUone  which 
says  that  after  a  member  becomes  65  yeaie  old  and  is  nnable  to  work  that  he  will  be 
pensioned.  Hy  father  has  been  in  the  employ  of  the  Baltimore  and  Ohio  for  49 
years  and  has  a  record  of  never  having  been  suspended.  He  is  now  71  yeoisoldand 
nnable  to  work.  He  applied  for  a  peiudcai  bat  as  yet  has  not  received  it,  and  the 
ezcnse  for  not  giving  hmi  the  same  is  that  there  is  not  enongh  money  in  the  pension 
feature  to  put  any  more  on  it,  yet  the  relief  has  posters  all  around  stating  that  they 
have  money  to  lend  employees  on  bouses,  etc.  My  father  has  been  a  member  ever 
once  it  started.  If  this  was  some  boea  he  would  have  got  it  without  moch  troable. 
For  what  I  pay  in  the  relief  I  can  get  about  three  timss  the  benefits  in  other  oigani- 
xationB. 

"  YonrB,  in  B.,  S.,  and  I. 

"  P.  B.— Please  destroy  this  oonunanication." 

'[Oftmden  Lodge  So.  387,  BioUlerbocd  ol  BaUroAd  Trainmen,  meed  wcoiid  uid  Ibarth  BandiTi  M 
lP-ni-1 

"  Camdks,  N.  J.,  April  6,  1900. 
"H.  B.  FUU.KB. 

"Dkak  Sis  and  Brotheb:  Inclosed  jm  will  find  copies  of  letters  in  regard  to  the 
voluntary  relief  fund  of  the  Pennsylvania  Railroad  system.  I  have  the  original  let- 
teiB  in  my  poeaeesion,  but  have  promised  not  to  divulge  the  names  of  supervisor  or 
foreman.  I  think  it  would  be  welt  to  have  the  copies  typewritten,  as  my  handwrit^ 
ing  is  well  known  here,  for  I  snppoee  you  will  uae  them  m  your  work.  Hoping  for 
the  full  Bucces  of  vour  enterprise, 

"I  remain,  fraternally,  yours." 

The  following  are  the  copies  of  the  letters  that  were  incloeed  with  the  above 


"DbarSir:  Ithink  by  this  time  yon  have  been  able  to  jndge  if will  suit 

m  in  the  txaa. 

n  to  join  the  relief  fond  at  once.    If  he  will  not,  get  another  man 


"  Pennsylvania  Railroad,  Wnr  Jbbsbt  ANn  SEAsnoitE  Divisiom, 

"  WoodbiOTi,  N.  J.,  March  to,  1900. 
"To  all  Fbremen,  Salem  Bran^  and  BridgeUm  Branch: 

"  You  will  arrange  to  increase  yonr  force  April  1,  one  {1)  more  laborer,  making  a 
total  of  three  (3)  laborers  at  12  cents  per  hour.    Condition  of  employment  of  this 
man  is  that  he  join  the  relief  fund;  also  give  their  full  names. 
"Yours,  truly, 

" ,  Supermor." 


Kow,  I  ask  you,  Mr.  Churman,  to  compare  the  answers  cantoned  in  these  tables, 
also  these  few  tetteis,  to  the  statement  of  President  Cowen  that  the  relief  depart 
ment  is  approved  by  99  per  cent  of  the  men.  Is  it  reasonable  to  think  that  these 
employeee  approve  an  aeeodation  which  they  are  compelled  or  forced  to  join  to  hold 
their  positions — an  asaociatiui  which  takes  &om  them  their  It^  righbr  becanee  they 
draw  Denefite  from  a  fund  that  they  themselves  have  created  over  80  per  cent  off    I 
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woold  answer  no.  The  Dumhood  and  independence  of  them  men  rebel  a^n«t  such 
nnjuflt  conditions,  and  thev  are  opposed  to  these  aaeociations  rather  than  m  favor  of 
them.  If  Mr.  Gowen  had  Bald  that  99  per  cent  of  the  men  were  opposed  to  these 
AOKxiatlone  I  think  hia  statement  would  Have  come  nearer  being  correct 

A  very  small  per  cent  of  the  roads  operate  relief  associadoDH;  bat  they  are  slowly 
growing  and  the  large  lines  which  now  operate  them  are  leasing  and  buying  in  new 
brancheg.  The  reliel  departments  are  introduced  on  the  newly  act^uired  line^  and 
in  this  way  are  being  extended  year  by  Tear.  Speaking  theoretically,  I  beueve, 
from  a  competitive  shmdpoint,  that  the  roads  which  operate  relief  departments  have 
an  advantage  over  those  which  do  not,  inasmach  aa  they  reduce  damage  snits,  which 
must  mean  thousands  of  dollars  to  the  companies  each  year.  This  was  practically 
admitted  by  Mr.  Cowen  when  he  said  that  these  associations  had  almost  entirely 
done  away  with  daniase  suite.  To  put  all  roads  on  the  same  level  in  this  regard 
means  that  we  must  do  one  of  two  things— allow  these  departments  to  be  extended 
to  all  roads,  which  would  be  to  extend  an  evil  which  the  employees  would  bitterly 
resist,  or  proliibit  their  farther  operation  by  the  roads  now  having  them. 

Section  10  of  the  act  of  Congress  approved  June  1.  1898,  forbids  the  ■"a^ipg  of 
membership  ia  these  avodations  a  condition  of  employment  It  also  forbids  the 
employer  from  requiring  the  employee  to  ester  into  these  contracts  releaainK  the 
employer  from  responsibility  for  mjnryj  but  this  law  is  being  openly  viotatea  and 
defied.  In  order  to  show  to  the  commianon  how  boldly  these  railroad  coropanies 
do  this,  I  will  quote  that  part  of  the  law  applying  to  such  cases  and  then  quote  some 
of  the  words  used  bythese  companies  in  d^once  of  it    The  law  reads: 

"That  any  employer  subject  to  the  provisioae  of  this  set,  and  any  officer,  agent, 
or  recover  of  sucn  employer  •  •  *  who  shall  reqnire  any  employee  or  any  pe> 
eon  seeking  employment,  as  a  condition  of  such  employment  to  enter  into  a  contract 
whereby  sndi  employee  or  applicant  for  employment  shall  agree  to  contribute  to  any 


fund  for  charitable,  social,  or  beneficial  purposes,  to  relenae  each  employer  from 
legal  Uatdlity  for  any  personal  injury  by  reason  oi  any  benefit  received  from  such 
fimd  beyond  the  proportion  of  the  benefit  arising  from  the  employer's  contribution 


legal  Uatdlity  for  any  personal  injury  by 

fund  beyond  the  proportion  of  the  benefit ^ _ 

to  such  fundj  -  *  *  "  is  hereby  declared  to  be  guilty  of  a  misdemeanor,  and, 
upon  conviction  thereof  in  any  court  of  the  United  States  of  competent  Jurisdiction 
in  the  district  in  which  such  offeoice  was  committed,  shall  be  punished  for  each 
offence  by  a  fine  of  not  lees  than  one  hnndied  dollars  and  not  more  than  one  thou- 
■wddoUaTB." 

Letter  of  Preudent  Huntington,  of  the  Sonthem  Pacific  Bailway,  to  the  employees 
of  that  road  on  Febrtury  16, 1900: 

"  *  *  *  Applicants  for  employment  after  March  1,  1900,  must  become  mem- 
bers of  thetelief  departments  b^ore  entering  the  company's  service." 

President  Cowen,  of  the  Baltimore  and  Ohio  Kailroad,  when  testifying  before  this 
commision,  after  having  had  this  law  read  to  him,  said: 

"If  it  is  sought  by  that  act  to  change  the  agreement  that  ia  made  between  the 
railroad  company  and  its  employees,  I  shoulo  say  that  the  act  is  invalid — that  a 
party  has  a  perfect  right  to  make  that  agreement  on  his  part,  and  the  railroad  com- 
pany has  the  risht  to  make  that  agreement  I  should  take  that  position  nnhesitat- 
ingly,  eveniflthoughtthatactcoveredotirdepartment  It  is  an  enormous  advantage 
to  the  employee." 

He  was  then  asked  this  qneetion: 

"As  a  lawyer,  would  you  not  take  the  podlion  that  the  law  shotdd  be  complied 
with  until  declar«d  nncimstitutional?" 

To  this  he  answered: 

"No;  I  would  not  On  the  contrary,  the<mly  way  yon  are  going  to  get  a  decision 
—  '-  '•-  Mnstitutionality  is  not  to  comply  with  it" 

g  ^^^  ^^  j^^  ^^  ^^  question  is  inadeqnatcL  and  that  as  long  as 

ions  are  allowed  to  exist,  just  so  long  will  these  comutniea  take 

iveesj  and  I  thmk  the  only  efieclive  remedy  is  to  1^- 

if  existence  by  prohibiting  railroad  companies  from 

insurance  of  those  employees  that  they  na' 
become  so  crippled  or  grown  so  old  uat  : 

Orjranisaftoni  of  employee».~1^e  objects  sought  by  these  organisations  are  to  better 
the  conditions  of  their  members  by  securing  t«tter  pay,  shorter  hours,  and  in  a  gen- 
eral way  bettering  the  conditions  of  employment  This  is  done  through  committees 
representing  the  employees  and  the  managements.  They  have  also  been  instrumental 
in  securing  the  pewmge  of  laws  by  Congress  and  the  Stete  legislatures  which  have 
been  of  conmderable  benefit  to  the  employees.    They  also  seek  to  raise  the  moral 
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Btudanl  of  the  employees,  and  in  this,  u  well  as  in  the  other  objects  eonght,  thc^ 
have  been  to  «  sreat  d^ree  aucceeeful.  The  control  of  tbeae  oncaniEationH  over  their 
membere  iaeucn  that  tney  generally  live  up  to  the  laws  and  are  governed  by  the  will 
of  a  lawful  majority  on  all  qneetiona.  The  employees  who  are  not  membera  ot  these 
otganizaliona  receive  meet  of  the  benefits  that  are  procured  through  the  organiza- 
tione,  the  only  exception  being  that  when  they  are  wrongfully  euapended  or  dis- 
charged they  do  not  have  the  orgauizationa  to  aAiat  them.  It  would  take  many 
volumes  to  tell  all  the  good  that  has  be«i  accompliahed  by  theee  organi^Ltions.  The 
proportion  of  the  empioyeen  ot  the  depnrbnenta  represented  by  these  ornniiationB 
who  belong  to  the  oiganixations  varies  some.  On  some  roads  nearly  100  par  cent 
belong,  while  on  others  it  is  as  low  as  75  per  cent 

I^tpaia  and  differenctt  between  employeri  and  employeet.~ThB  osnal  subjects  of  dis- 
pute are  increases  and  teducUons  in  wages  and  condiljoae  of  employment.  There 
are  also  many  disputes  over  men  being  suspended  and  diamissea  from  the  service 
wrongfully.  Of  lat«  years  strikes  have  not  occurred  very  often  on  railroadB.  This 
iedue  to  the  fact  that  the  employees  are  well  oiganized  and  theofficeraof  the  roads 
give  more  consideration  to  their  complaints.  These  organizations  do  not  strike  until 
all  honorable  means  have  been  exhausted  to  settle  the  difficulty  otherwise.  Strikes 
are  conducted  in  a  peaceful  and  law-abiding  manner,  the  leaders  always  coonseling 
against  violence.  The  effects  of  strikes,  if  resorted  to  for  good  causes,  are  benefiuu 
to  the  employees,  even  if  they  are  not  the  victors,  for  it  demonstrates  to  theemployets 
that  the  men  will  tcaiBt  injustice  when  it  is  imposed  upon  them. 

Differenet  betuiemankaand  froj/coK*.— The  difference  between  a  strike  and  a  boycott 
is,  that  in  a  strike  the  employees  withdraw  from  the  service  of  the  employer;  and  a 
boycott  is  to  injure  the  employer's  businoM  by  indudsg  others  not  to  patronize  his 

CmuHiation^  itaediation,  tend  arbitration. — 1  am  a  firm  bdiever  in  conciliation,  media- 
tion, and  arbitration.  The  employees  generally  seek  these  means  of  setUement  of 
disputes,  but  the  employers  as  a  rule  do  not  want  to  submit  questions  to  arbitration. 
They  generally  meet  the  proposition  with  the  answer  that  they  liave  nothing  to 
arbitrate;  or,  If  it  is  a  question  of  an  increase  in  wages,  they  say  that  this  is  a  ques- 
tion that  they  can  not  afford  to  submit  to  outsiders  for  settlement;  and  if  it  is  a 
question  of  some  wrong  being  imposed  upon  theemployeee  by  the  management,  they 
will  say  that  it  is  a  question  of  management,  and  tney  can  not  afford  to  let  outsiders 
say  how  they  ahall  manage  their  rood.  They  do  not  want  to  arbitrate,  and  these 
excuses  are  given  rather  than  openly  say  that  they  are  not  in  favor  of  arbitration. 

Lawt  andjtidicial  decimont  to  Ta>res»  ttrilea. — The  interstate  commerce  and  antitrust 
taws  have  the  effect  ot  more  or  less  repressing  strikes.  Whether  these  la  we  were  so 
desired,  or  whether  it  is  the  construction  put  upon  them  by  the  courts,  I  am  unable 


I  have  t] 


^ a  say,  however,  that  our  experience  in  the  last  few  years  with  the 

threedifierentdeptutments  of  our  Government  has  proven  to  us  that  the  legislative 
and  executive  branches  have  been  inclined  to  deal  &irlv  with  os,  while  the  judicial 
branch  has  been  inclined  to  oppress  us.  The  result  of  this  has  been  to  create  among 
the  working  class  of  people  a  feeling  ot  distrust  and  a  lack  of  c<Hifldence  in  our 
courts. 

lyantporuaion  of  Vmied  State*  mail  and  iu  effedt  on  %triia. — The  transportation  of 
United  States  mail  ie  a  matter  that  flKuree  very  prominently  in  strikes  upon  rail- 
roads. The  companies  are  quick  to  take  advantage  of  the  fact  that  any  stoppi^  of 
the  mail  means  that  the  influences  and  forces  of  tne  United  States  Government  are 
brought  into  action  to  again  start  the  maile  to  moving.  In  manv  instances  striking 
employees  have  agreed  to  work  and  transport  the  mails  themselves,  providing  cars 
which  did  not  contain  United  States  mail  were  not  put  in  the  same  train.  Tho  ctim- 
panies  would  not  agree  to  this  and  would  allow  the  mail  to  be  delayed  for  days, 
where  it  could  have  been  taken  through  with  very  little  or  no  delav,  all  fur  the  pur- 
pose of  getting  the  support  of  the  United  6tat^  authorities  and  prejudicing  the 
public  mind  against  the  etrikent.  I  am  not  ui  favor  of  force;  wherever  it  is  resorted 
to  b^  strikers  or  others  it  shoukl  be  put  down;  but  I  believe  that  men  should  nut  iw 
punished  for  interfering  with  the  United  States  mails  when  they  do  not  interfere 
with  them.  I  believe  that  when  it  is  clearly  shown  to  the  United  States  authorities 
that  the  mails  can  he  moved  without  delay  the  Government  should  require  the  com- 
panies to  do  so,  and  not  allow  them  to  be  delated  for  the  sole  purpose  of  getting 
other  cars  through  with  them  and  to  prejudice  the  public  mind.  If  the  public 
would  stop  long  enough  to  look  into  the  Question  they  would  put  the  blame  where 
it  belongs;  but  they  do  not  do  this,  and  the  strikers  have  to  stand  all  the  blame.  I 
have  beard  of  cases  wliere  the  mail  that  should  have  gone  in  one  car  woe  divided  up 
and  a  sack  or  two  put  on  each  of  several  trains  solely  for  the  purposes  I  have  just 
mentioiied. 
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Campvltaory  or&ttndion.— While  I  mm  a  firm  believer  in  artntntioii,  I  do  not  think 
ounpcoeory  M-bitntion  is  a  safe  thine  for  the  workingmen.  If  arbitntion  was  com- 
polBoiy,  it  would  only  be  a  mattw  ol  time  until  coorta  wonld  be  made  arlHtratora, 
and  their  dedaioDa  would  be  more  or  lees  the  reealt  of  corporation  inflnenoe,  as  is 
now  the  case  so  many  timee.  To  DMke  ubitiatJon  compulaory  would  in  effect 
destroy  the  Uiirteenth  amendment  to  the  Cbnatitutioti  of  tbe  United  Btatee,  which  is 
the  n'eateat  Bafegoard  the  working  people  have.  I  think  the  only  orbitralioD  that 
■hoald  be  bad  fa  thatwhichiamutoaUy  agreed  upon  by  both  sides  to  tbe  cootroveray. 

Ikeof  mtoxUanUby  raHuiay  tmployat. — There  was  atime  when  intoxicating  liquon 
were  need  bv  railway  employees  to  an  extent  that  endangered  their  own  hvee  and 
the  lives  of  tne  public,  bnt  I  am  glad  to  say  thia  ia  not  the  csee  sow.  This  reform 
has  been  bmngnt  about,  I  might  aay,  by  these  otganizalionH.  It  is  tme  lliat  many 
companies  have  very  stringent  rates  against  drinking,  bat  they  have  not  had  the 
eOect  that  these  oiganiiations  have.  It  would  be  bard  to  find  a  railroad  official  who 
has  had  any  dealings  with  these  oiganixations  who  would  not  ny  that  the  oiyaniza- 
tions  should  be  given  a  great  amount  of  credit  for  what  they  have  done  toward  lais' 
iiw  the  moral  etandard  of  the  employees. 

^^eet  of  role  vxtn  upon  rcalvxtuyxxget. — I  can  not  give  you  auy  jtositive  evidence  of 
wba«  nte  wan  have  directly  eitected  wages,  Init  there  ia  no  question  but  what  wages 
are  more  or  Icea  dependent  upon  the  revenues  received  for  the  transportation  of 
freight  and  passengers.  One  of  the  great  arguments  used  by  railroad  companies 
against  increaaea  in  w^es  is  low  freight  rates;  Tbe  nuployeea  dislike  to  see  tbe 
earaii^  capacity  of  the  roads  diminiahed;  but,  on  tbe  other  hand,  they  like  to  see  the 
roads  prosperons  and  makinK  money,  because  it  gives  them  an  opportunity  to  ask 
for  better  wag<eeand  shorter  hours  without  any  fear  of  being  met  with  the  argument 
that  the  revenues  will  not  permit  the  granting  of  these  requests. 

J^Kt  of  ticket  brokerage  upon  railway  wagn.~~1he  nine  argnmentsthat  I  have  used 
against  rate  wars  are  equally  as  applicable  to  the  question  of  ticket  brokerage.  There 
is  no  doubt  in  my  mind  but  what  the  scalping  businecs  has  taken  many  dollare  out 
of  the  eamines  of  the  roads.  Speaking  fa  a  general  way,  the  scalping  buainees  is 
based  and  buUt  upon  deception,  fraud,  and  forgery,  and  It  should  be  prohibited  by 
law.  That  claae  of  employees  which  has  the  gre^wt  grievance  a^inst  the  scaljung 
businese  ie  our  passenger  conductors.  The  extnt  amount  of  work  necessarily  put 
upon  passenger  conductors  by  the  companies,  in  order  to  protect  themselves  from 
the  soUper,  together  with  the  manv  unpleasant  duties  they  are  required  to  perform 
in  order  to  carrv  out  the  rales  ana  protect  themselves,  have  made  that  poeilioD  a 
very  disuTeeable  one. 

I  have  here  a  few  samples  of  tickets  and  mileage  books  that  we  use,  and  I  will 
endeavor  to  explun  to  yon  Just  how  they  are  to  be  treated  by  conductors,  when  pre- 
sented for  tran^mrtation,  and  tbe  extis  precautious  that  thev  are  required  to  lake  to 
assure  themselves  that  they  have  not  been  manipulated  by  tiie  scalpers. 


[dividends  on  all  the  Hack.  betxHues  greater,  and  this,  I  believe,  has  a  tendenc^  tn 


a^ett  ofwaeTing  tU>ei  on  raUv/ay  U)agt$.—lt  stock  is  watered  the  difficulty  ii 
iaividends<       ■■  -      .    •  ■  ,....,..        ■         .      ■ 

«ct  wages. 

^eei  of  railway  ooruoSdafumi  upon  raOuray  errmloyment  and  vjaga. — The  effect  of 
railway  conaolidadona  has  la  some  cases  been  detrimental  to  employees,  while  in 
others  it  has  been  benefldal. 


In  cases  where  the  wages  and  conditions  of  employment  are  unfavorable  on  the 
sbeorbinff  lines,  the  emplorees  of  the  lines  absorbed  are  required  to  submit  to  these 
unfavoroDle  oonditdons.    nrticularly  is  this  so  in  regard  to  relief  associations,  as  the 


linea  operating  them  g^ierally  extend  them  to  the  newly  acquired  roads. 

In  cases  where  the  wages  and  conditions  of  emplovment  are  more  favorable  on 
the  absorbing  lines,  the  employees  of  the  lines  abeorWi  generally  share  in  these  good 
conditions.  I  have  known  of  many  cases  where  small  branch  lines  have  been 
absorbed  and  the  employees  thereof  were  benefited  to  a  great  degree  by  the  consoli- 
dation, for  the  reason  that  the  wasee  and  conditions  on  the  aheorbing  lines  were  bet- 
ter than  on  the  small  lines.  I  bdieve,  however,  that  much  of  this  diflerence  is  due 
to  the  fact  that  the  employees  on  the  large  lines  are  well  oiganiied  and  have  brought 
about  these  good  conditions,  while  the  employees  on  the  small  lines  were  not  organ- 
ized and  didnot  have  tbe  same  opport^uutue  for  belteriag  their  ooaditiona, 

(Testuncoiy  doeed.) 
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Wabhinstov,  D.  C,  June  14, 1900. 

TBSTUEOTT  07  KU.  K.  A.  BACOV, 

Freight  Manager  of  the  Michigan  AliaU  Qmqxmy. 

The  commifieion  met  at  2  p.  m.,  Mr.  A.  L.  Barris  prendiii^.  At  that  time  Mr. 
M.  K.  Bitcon,ofWyandotte,  Mich.,  freight  maiuger  of  the  Hichiran  Alkali  Company, 
was  introduced  as  a  witneee,  and,  beingduly  sworn,  testified  as  lollows: 

Q.  (By  Mr.  Kennedy.)  Please  state  your  nain&  poet-office  address,  and  occapa- 
tion.— A.  M,  B.  Bacon;  poetK>ffice  address,  Wyandotte,  Mich.;  manufacturing  buid- 

Q.  (By  Mr.  Fabquoar.  )  Vou  said  manuhctDring  businessi  what  is  your  ralatjon- 
ship  to  tiiia  companv? — A.  I  manage  the  freight  matters. 

Q.  You  manwe  the  fre^t  matters  for  this  company? — A.  Yes. 

Q.  (By  Mr.  KaNNKDY.)  Have  you  a  paper  which  you  desire  to  read  to  the  cora- 
miasion? — A.  I  have. 

Q.  You  may  read  vour  paper; 

(The  witness  read  nis  paper,  as  follows:) 

The  Michifflui  Alkali  Company  was  established  by  Capt  John  B.  Ford,  "the 
father  of  the  Plate  GUae  Industry  in  America,"  and  founder  of  the  Pittsburg  Plate 
Glass  Cam[>an^  (but  not  of  the  trust).  It  is  strictly  a  family  affair,  a  family  corpo- 
ration consisting  of  htroself,  his  1  surviving  eon,  and  3  grandsons,  and  6  grand- 
daughters, no  one  outside  of  the  family  owninjg  a  dollar's  worth  of  stock. 

The  manufacture  of  our  principal  ;^roducte  is  based  on  salt,  of  which  we  have  a 
stratum  a  veraging  over  300  feet  in  thickness,  underlying  our  property.  lAbor  enters 
largely  into  the  cost  of  manufacture.  We  employ  about  2,lXX)  men,  and,  counting 
the  raw  material,  which  exceeds  1,500  tons  dailyi  it  would  be  safe  to  say  that  over 
80  per  cent  of  the  cost  would  be  for  labor.     We  pay  good  wages  to  the  laborer,  the 

laborer  at  our  quarry  getting  tl. 60  per  day,  and  we  pay  all  employees  in 

-     '-- ' '-     We  consume  daily  TOO  tons  of  coal,  100  tons  of  coke,  and 


send  forward,  every  day  in  the  year,  500  tons  of  finished  products,  consisting  of  car- 
bonate of  soda,  commonly  known  as-  soda  ash,  bicarbonate  of  soda,  caustic  soda,  and 
600  barrels  of  Portland  cement 

The  soda  ash  is  what  is  known  as  light  or  soap  makers'  ash  and  dense  or  glass 
makers'  ash,  the  average  test  of  each  being  above  58  per  cent  pure  alkali,  and  is 
shipped  in  bulk,  baas,  and  barrels—li^bt  ash  in  hags  of  200  ponnda  each,  dense  ash 
in  bass  of  400  pounds  each,  light  ash  m  barrels  of  300  pounds  each,  and  dense  ash  in 
barrels  of  570  pounds  each. 

Bicarbonate  of  soda  is  the  baking  soda  of  commerce,  and  is  shipped  in  bags,  kegs, 
and  liurrels,  the  barrels  weighing  420  pounds  each,  iucluding  barrel. 

Cfmstic  soda,  for  soap  makers,  refiners  of  oils,  et«. ,  is  shipped  in  sheet-steel  drams 
of  750  pounds  each. 

Portland  cement  is  shipped  in  barrels  of  400  pounds  each,  or  bags  of  100  pounds 


We  ship  in  carload  lots,  and  to  the  full  capacity  of  the  cars,  and  our  products  a 
pretty  well  distributed  over  the  United  States,  except  te  some  parts  of  the  West  all 
South,  where  the  freights  are  against  us. 


n  regard  ta  freight  matters  that  I  would  make  a  short  statement,  basing  my 
conclusions  on  our  own  experience  in  shipping  our  products — heavy  freight 

Our  incoming  and  outgoing  freights  amount  to  over  2,000  tons  daily,  so  you  will 
see  that  freight  matters  are  quite  an  item  to  os. 

Our  barrel  goods  take  borreb  about  the  size  of  a  flour  barrel,  and  the  drum  of 
caustic  soda  is  about  the  sluipe  of  the  barrel,  and  takes  up  the  same  space  in  the  car. 

To  show  you  the  relative  Kize  and  weight  of  our  packages,  we  will  use  for  illustra- 
tration  a  barrel  of  flour,  which  (including  barrel)  weighs  212  pounds — though  flour 
in  the  market  is  a  much  more  valuable  product;  and  we  will  take  16  tons  as  a  mini- 
innm  carlowl: 

A  barrel  ot  flour  weighs  212  pouads;  a  15-ton  car  would  contain  143  barrels. 

A  barrel  of  dense  ash  weighs  570  pounds;  a  16-Wn  car  would  contain  52  barrels. 

A  barrel  of  li^ht  ash  weighs  'fX)  pounds;  a  15-ton  car  would  cont^n  100  barrels. 

A  barrel  of  bicarbonate  weighs  420  pounds;  a  15-ton  car  would  contain  70  barrels. 

A  barrel  of  cement  weighs  4O0  pounds;  a  l&-ton  ear  would  contain  75  barrels. 

A  drum  of  caustic  weighs  750  pounds:  a  15-Iod  fvr  would  contain  40  drums. 

You  can  readily  sec  that  our  products  must  not  be  cooddered  orcl<i««d  with  liftht 
freight  that  takes  up  space  in  tne  cars,  without  the  weibihl.  to  make  even  the  mini- 


TEA»apOBTATIOH. 


73 


nam  cartood  of  15  tooB,  when  loaded  to  the  fnll  capacity  of  the  car,  nor  should  it  be 
claseed  with  bulky,  unwieldy  freight  that  would  take  several  men  to  handle  in  load- 
ine  and  unloading.  Our.  goode  are  compact,  put  up  in  packaffee  that  are  easily 
handled,  and  every  car  is  loaded  to  its  full  capacity,  and,  as  a  rule,  we  Bend  forward 
our  ahipmentH  in  carloads  of  20  to  30  tons  each. 

Yet  t^e  railroadB  charve  ua  at  the  rale  of  $1.09  to  take  a  barret  of  ash  to  Boeton, 
when  ehippii^  in  carload  lots,  or  tl-421  for  a  dram  of  (sustic,  while  they  will  take  a 
barrel  of  floor  to  the  inine  place  for  37  cente  (baaed  on  1S99  rate).  We  under- 
stand, of  course,  that  flour  is  a  staple  article  and  should  be  favored  in  making  freight 
r»t«8,  but  that  favor  should  not  be  cairied  to  extremea. 

For  the  better  comparing,  I  will  tabulate  the  freiffht,  carload  lota,  to  a  few  of  our 
priucipal  shipping  points,  on  a  barrel  of  flour  and  four  of  our  products,  from 
Wyandotte,  to  wit; 
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For  the  purpose  of  making  comporisoiu,  let  ns  see  what  the  freight  on  our  prodncts 
would  be  per  car,  taking  a  minimum  carload  of  15  tons,  and  aleo  see  what  the  freight 
would  be  on  an  averaf^  trun  of  30  cars,  suppodng  we  shipped  a  tjain  load  to  these 
same  points,  also  giving  the  approximate  number  of  miles  from  Wyandotte  that  the 
car  would  travel,  to  wit: 
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There  must  be  something  wrong  with  a  system  of  freight  making,  of  freight  classi- 
fication, that  would  produce  such  figures  as  these.  Why  should  it  coat  tlU5  to  haul 
a  carload  from  Wyandotte  to  Atlanta,  adistance  of  718  miles,  when  you  can  take  the 
same  carload  from  Wyandotte  to  New  York,  about  700  miles,  for  $48?  Why  should 
it  coat  $4,410  to  haul  a  train  load  from  Wyandotte  to  Chattanooga — 57S  miles — when 
you  can  take  tlie  same  train  load  656  miles,  to  Philadelphia,  for  S1,26D?  Why 
should  the  rate  be  23  cents  to  Memphis  and  only  16  cents  to  New  York,  the  distance 
from  Wyandotte  to  either  place  being  about  the  same— 700  miles? 

There  is  something  wront;  with  afreight  classification  that  puts  bulk,  keg,  bi%.  and 
barrel  goods  in  theaameclassiiication  as  paper-package  goods,  aa  is  the  caaeinclaaei 
lying  all  bicarbonate  aoda,  putting  it  in  the  flftn  clan. 

There  ieeomethiiwwrongin  aeystem  of  freight  classification  that  makes  the  freight 
from  Wyandotte  to  Chattanooga,  Tenn. ,  23  cents  per  100  pounds  on  soda  aah,  and  38 
cents  per  100  on  caustic  soda,  a  difference  of  10  cents  per  100  pounds,  when  all  of  our 
shipping  points  north  of  the  Ohio  Biver  put  these  two  products  in  one  and  the  same 
class    the  sixth  class. 

There  is  something  wrong  with  a  system  of  freight  classification  that  makes  a  rate 
of  36  cents  on  soda  ash,  and  54  cents  on  caustic  soda,  a  difference  of  IS  cents  per  100, 
frwn  Wyandotte  to  Atlanta. 

There  is  somethio)^  wrong  with  a  system  of  freight  classification  that  permits  the 
different  traffic  associations  to  make  ttie  I'lastificatioos  of  the  mam  products  different 


heabhtos  bekobe  the  uidv&ssial  ooioassioiT. 


One  clasBification  of  the  same  product  ehbuld  besafficieat  and  tbatclamficatioii 
ahoald  be  the  same  on  that  product  all  over  the  United  States. 

There  ia  something  wrong  with  a  ayeLem  o£  fi«ight  danificstioii  that  permits  the 
trafBc  assoL'iatione  to  raise  the  freight  tates  at  pleasure  at  any  time  during  the  year. 
This  puis  the  manuiacturer  all  at  eea  in  making  contracts,  when  he  has  no  asearatice 
that  the  nitea  on  which  the  contract  ia  haaect  may  not  he  nised  at  any  time  during 
the  life  of  the  contract  As  witness  the  freight  rates  on  our  products  from  Wyan- 
dotte, Mich.,  to  Richmond,  Va.,  within  the  year  1899  reieed  'rora  13  cents  per  100 
(same  rate  as  Baltimore)  tc  24  cents  per  100,  then  changed  to  16^  cents  per  100; 
then,  on  January  1,  1900,  back  to  13  cents  per  100;  then,  on  January  23  (less  tbao  a 
month)  again  raised  to  16}  cents  per  100. 

Can  it  oe  contended  that  euca  a  vadllatine  policy  is  right?  Doesn't  justice  to 
both  the  manufacturer  and  consumer  demand  tn^  there  should  be  some  stability  in 
making  and  [naintainine  reasonable  freight  rates? 

There  mu»t  he  something  wrong  in  a  system  of  freight  claesiflcation  that  permits 
not  only  an  exceseive  but  a  prohibitive  freight  rate  to  Southern  seaboard  cities  and 
cities  contiguous  thereto  or  within  a  few  hundred  milee  where  ocean  freights  come 
into  competition.  As  witness  the  freight  rate  of  36  cents  per  100  on  sooa  ash,  54 
cents  per  100  on  caustic  soda,  and  65  cants  on  bicarbonate  soda  from  Wyandotte, 
Mich.,  to  Atlanta,  Ga.,  where  English  products  can  be  delivered  via'fiavannah  at  a 
much  lower  rete.  And  witness  further  a  rate  of  23  cents  per  100  from  Wyandotte 
to  Memphis,  and  a  rate  of  33  cents  per  100  from  Wyandotte  to  New  Orleans,  white 
the  same  goods  are  laid  down  in  New  Orleans  from  Liverpool,  England,  with  a 
freight  rate  of  only  10.7  cents  per  100.  Why  is  it  that  we  can  meet  the  English 
competition  oE  the  Eastern  seaboard  cities  and  points  contiguous  thereto  and  not  in 
SouUiern  cities?  It  is  all  owing  to  a  system  of  classification  by  traffic  associations 
that  permits  such  prohibitive  fre^ht-rate  making. 

Where  there  is  a  wrong,  there  ehoold  be  a  remedy.  That  remedy  must  come 
through  l^slation — through  Congress. 

There  should  be  but  one  traffic  association  in  the  United  States;  that  traffic  awoci- 
ation,  under  the  Buoervislon  of  the  Interstate  Commerce  Commission,  should  make 
all  the  freight  scheaujes. 

ThereshouldlienoCentral  Traffic  Association.  There  should  be  no  Western  Traffic 
Association.  There  ehould  be  no  Southern  Traffic  Association.  One  traffic  association 
is  enough.  Let  one  traffic  association  make  the  freight  rates,  and  then  we  will  know 
what  those  rates  are.  As  it  is,  we  are  all  at  sea.  We  start  our  goods  under  one 
classification.  Thej;  may  pass  through  one  or  two  other  traffic  association's  terri- 
tory, and  finally  arrive  in  another,  tailing  a  different  classification  through  each  dif- 
ferent traffic  affiocialion'e  territory  which  it  may  pass  or  enter.  The  different  traffic 
associations  now  have  different  lates.  Compare  the  Central  Traffic  Association  rates 
with  those  of  the  Western.  Then  compare  those  two  with  the  Southern  Traffic 
Association,  Go  west  of  the  Miseissippi  River  or  south  of  the  Ohio  River,  and  yon 
are  all  at  sea  when  comparing  their  classificationa  with  those  of  the  Central  Traffic 
Association  schedules. 

Take  our  products — caustic  soda,  soda  ash,  and  bicarbonate — forillnstration.  They 
each  take  the  same  classification  to  Boston,  New  York.  Philadelphia,  Chioigo^  and 
to  all  the  principal  points  north  of  the  Ohio  River  and  east  of  tne  Hisslsuppi,  hut 
cross  either  of  the  riveis,  and  you  will  find  adifferent  classification  foreachpnxlact — 
agenerel  "mix  up." 

The  recent  raise  in  freight  rates  on  some  products  is  an  outrage  on  both  the  manU' 
tacturer  and  consnmer. 

I  believe  1892  was  considered  "  flush  times  "  with  the  railroads  of  this  country. 
Then  came  a  lime  of  depreemon  in  all  kinds  of  business,  hut  the  railroads  did  not 
put  down  their  rates  during  these  hard  times,  and  the  rates  considered  high  enough 
for  the  flush  timi-s  of  1882,  and  which  have  been  prevailing  ever  since  up  to  the  end 
of  1899,  should  be  high  enough  for  1900.  They  claim  the  cost  of  equipment  has 
been  iricr«ued,  but  that  increase  is  offset  by  the  decreased  cost  of  opeiatfon,  which 
has  been  reducied  to  a  minimum. 

The  reports  of  the  railroads  show  that  their  earnings  have  increased,  while  the 
cost  of  operating  the  roads  has  decreased,  and  these  same  reports  show  that  the  ndl- 
roads  made  goo<l  dividends  with  the  rates  existing  in  1S99,  and  there  was  no  good 
reason  to  raise  the  rates  on  January  1, 1900.  But  they  say  they  must  share  in  the 
prosperity  of  the  countn.  They  did  and  would  share  m  the  general  prosperity 
under  the  old  ratee,  as  shown  by  the  increased  business  that  exceeds  the  capacity 
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and  eqaipment  of  the  road,  bo  tnnch  bo  that  they  have  been  troubled  to  take  uire  of 
Mid  move  the  budoees  that  has  come  to  them  from  the  general  prosperity  of  the 
coantry. 

Proeperity  is  not  stimulated  or  advanced  by  raisiDg  freight  ratee,  bat  by  the  accu- 
mulating and  increased  volume  of  buainen. 

The  people  and  the  fsctoriee  of  the  United  Btates  pve  the  tailroadg  bnaiaew  when 
bnsines  was  stagnant — all  throtigh  the  hard  times — when  there  waseoarcely  a  margin 
for  profits.  Now  that  they  have  a  poeeible  chance  toinake|;Qod  their  toeees,  they 
are  asked  to  share  their  profits  with  the  railroads  by  payinr  increased  freight  rate*. 

Freight  traffic  should  be  so  adjusted  that  the  rates  wonld  have  a  tendency  to  build 
up  the  country  and  encxjuragemannfactorieeand  help  the  people  generally  along  the 
rontes  traversed  by  or  contiguous  to  the  different  lailroads  of  the  coantry. 

All  manufactoriefl  must  have  raw  material,  and  for  diverBifie<l  industries  vou  sel- 
dom, if  ever,  find  all  the  raw  material  in  one  locality.  You  must  depend  on  the 
nulroada  to  oring  the  different  materials  together.  Everj^hing  depends  on  reason- 
able fre^:;ht  rates.  In  localities  where  freigols  are  excessive,  you  will  find  no  big 
factories. 

Take  the  South,  for  illustration,  with  its  gT<eat  natural  resources.  It  should  be 
the  home  of  the  biggest  manufacturing  plants  in  the  world.  Let  the  railroads  give 
that  country  reasonable  freight  rates,  tnen  watch  the  country  proeper.  Then  see 
the  diversified  industries  that  will  cather  there.  Then  note  the  increased  bosine«  of 
the  railroads  from  every  point  of  the  compas  to  her  growing  manufacturinF  centers. 
I  can  Bee  no  eSort  or  diBpceition  on  the  part  of  the  railroads  to  bring  this  about.  It 
can  only  come  from  a  reasonable  and  just  classification  of  freight  rates,  by  one  traffic 
asBOciatioD,  under  the  supervision  of  the  Inteistate  Commerce  Commiaeion,  which 
must  be  given  power  to  enforce  its  mandates. 

The  transportation  problem  is  one  of  the  biggest  problems  now  confronting  the 
American  people,  and  it  is  growing  in  magnitude  daily,  and  the  quicker  Congress 
grapples  with  it  the  better  ^r  the  people  and  the  better  for  the  railroads  themselves. 

There  was  no  good  reason  for  the  recent  raise  in  freight  rates.  The  dividends 
earned  by  the  nilroHda  in  1898  were  greater  than  were  ever  earned  in  the  history 
of  any  country.  So  1898  must  have  been  on  exceedingly  prosperous  year  for  the 
tsIlrMds.  Yet  we  find  that  for  the  year  ending  June  30,  1899,  the  gross  earnings 
exceeded  the  previous  fiscal  year  by  $59,927,180,  the  total  gross  earnings  being 
91,307,253,484.  When  you  consider  that  it  is  estimated  by  the  railroads  themselves 
that  more  than  80  percent  of  any  line's  income  is 'derived  from  freights,  you  will 
readily  conclude  that  there  was  no  neceaaity  for  the  railroads  to  raise  their  freight 
rates  this  year. 

While  on  this  subject  of  freight  matters,  it  may  not  be  out  of  order  to  give  you  a 
few  words  in  regard  to  the  freight  on  our  fuel  supply.  To  bum  our  700  tons  of  lime- 
■    ledaily  wemust  bum  100  tons  of  coke.     To  keep  our  machinery  mnning,  we  must 

__.n700tonBof  coal  each r-^ j--.i u....  ai_ _    ™.l.  i_. ■_!_._. 

coke  has  been  raised  65  ct       ,  ,  .  , 

onr  100  tons  daily  supply,  or,  in  other  words,  we  will  have  to  pay  {20,075  more 
freight  on  coke,  alone,  this  year  than  we  did  last  yes,r  or  any  previous  year.  What 
do  yon  think  of  that?    An  advance  of  $20,075  on  one  year's  sujpply  of  coke  alone. 

In  answer  to  our  protest  on  this  raise,  the  Norfolk  and  Western  Railroad  says: 
"  The  advance  in  our  rates  over  last  year's  is  56  cents.  I  do  not  know  what  has 
been  the  advance  in  the  oven  price  of  coke  to  the  Alkali  Company,  but  I  venture 
to  say  that  it  is  nearly,  if  not  qmte,  three  times  56  cents.  It  would  seem,  therefore, 
that  the  complaint  is  more  appropriate  to  the  coke  people  than  to  the  railroad 
company." 

I  sappoee  that  this  answer  is  based  on  the  theory  tiiat  if  yon  find  a  man  that  tias 
been  roobed  of  everything  but  his  clothes,  you  must  pitch  in  and  take  the  clothing. 

We  have  also  heard  that  the  freight  rates  on  coal  would  be  raised.  In  this  con- 
nection I  want  to  call  your  attention  to  a  statement  of  Mr.  A.  L.  Fuller,  of  the 
Anthracite  Coal  Operators'  Association,  to  wit: 

"Railroads  do  not  sign  written  agreements  when  they  enter  into  a  pool  to  control 
a  certain  product,  bat  there  is  an  agreement  between  the  roads  of  the  anthtadte 
coal  district  of  Pennsylvania  that  is  juet  as  binding  as  any  agreement  ever  written. 
They  are  combined  not  only  to  control  the  rates  on  coal,  bnt  also  to  control  the 
price  of  coal,  and  they  will  permit  only  a  certain  amount  to  be  hauled  at  any  rate, 
in  order  to  keep  the  supply  down  and  the  price  np. 

"There  has  never  been  a  time  in  thehistory  of  the  trade,  no  matter  how  great  the 
demand,  when  the  mines  were  allowed  to  produce  all  they  could.  The  roads  do  not 
tell  ue  that  they  can  not  furnish  ttie  (srs — tbey  eim^ly  say  they  will  not;  and  if  one 
appeded  to  the  law  iie  would  be  involved  in  litigation  that  would  last  a  li~ 
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Weput  in  a.  protest  to  the  tr&ffic  aasociation  that  met  in  New  York  City  on  Jmu- 
uy  22  ogaiiut  the  raise  in  freight  rates  on  our  different  products.  To  tbia  pro- 
teat  we  received  answers  from  the  chairman  of  the  Central  Ficieht  AMociation  and 
the  chairman  of  the  Official  Traffic  Affiociation.  Entirely  dinerent  anawers  were 
made,  and,  as  neither  touched  a  single  jmint  in  our  protest,  we  are  forced  to  the  con- 
clusion that  hut  very  little  attention  is  given  to  the  proteeta  of  ahippere;  but  the 
Central  Freight  Aaeociationadmil^  in  its  answer,  that  no  one  of  thetrafflc  associa- 
tions knows  tne  reason  of  the  rates  of  any  of  the  other  traffic  asBoclations. 

Where  there  is  so  much  smoke  there  must  be  some  fire.  Something  most  be 
wrong  somewhere.    The  nulroadB  must  be  at  fault. 

In  the  traffic  anocialion  is  where  a  great  de«l  of  the  trouble  lies.  Something  most 
be  done  to  remedy  the  wrong.  I  realise  that  no  person  should  criticise  openly 
unless  he  is  able  to  suggest  a  remedy,  and  that  that  remedy  should  be  open  to  criti- 
cism.    Mv  BUBfestion  is  this: 

There  snouul  be  but  one  freight  or  traffic  association,  and  that  association  should 
be  under  the  contro!  of  the  Interstate  Commerce  Commission,  with  power  given  the 
commission  to  enforce  its  mandates.  That  assodation  should  be  composed  of  6  rail- 
road men  and  3  business  men,  repree^itinK  bnnneM  independent  ol  the  railroads. 
The  6  railroad  men  should  be  j>ractical  milroad  men,  selected  or  su^ested  by  the 
railroads  themselves  and  appointed  by  the  Interstate  Commerce  Commission — one 
from  the  Atlantic  coast,  one  from  the  Padflc  coast,  one  from  the  Gulf  coast,  one 
from  the  Great  Lakes  section,  and  one  from  the  middle  interior;  the  salaries,  if 
feasible,  to  be  paid  by  the  railroads;  and  the  other  6  members  should  be  appointed 
by  the  Interxtate  Commerce  CommiMon  and  pwd  by  the  Government,  and  should 
represent  the  8  classifications  of  freight,  and  be  appointed  from  Bhipf>ers  represented 
by  the  class  of  freight  which  each  represents  (or  or  which  class  of  freight  he  handles 
thegreater  quantity);  that  is  to  say,  there  should  be  a  member  representing  the  first 
class  to  be  appointed  from  shippers  of  freight  taking  that  rating  or  classification; 
then  a  member  representing  the  second  class,  the  third  class,  the  fourth  class,  the 
fifth  class,  and  the  8i:fth  class,  each  to  be  chosen  from  shippers  of  freight  taking  the 
rate  or  classification  which  he  is  to  represent,  these  12  members  to  hold  quarterly 
or  monthly  meetings  to  fix  rates,  etc.,  all  rates  to  be  promulgated  by  the  Ist  day  of 
October  in  each  and  every  year,  and  to  take  affect  and  be  in  operation  for  one  year 
(unless  lowered)  from  the  Ist  day  of  January  following;  and  no  raise  in  rates  utall 
take  effect  during  the  year. 

The  Cullom  bill  is  all  right  in  some  particolare,  but,  in  my  opinion,  it  does  not 
wholly  cover  the  ground  that  should  be  covered  by  national  legislation  at  this  time. 
The  bill  introduced  by  the  Hon.  Henry  C.  Smith,  of  Michigan,  is  all  right  as  far  as 
it  goes,  but  does  not  go  far  enough. 

I  recognize  the  vaJue  of  the  railroads  to  this  country,  and  would  notdo  them  an 
iniustice.    I  also  recc^nize  the  right  of  the  people,  and  would  see  justice  done  them. 

The  railroads  are  public  carriers.  They  must  depend  upon  the  people  for  tb&r 
business.  When  the  people  prosper,  the  business  of  the  railroads  is  increased,  and 
they  prosper.  When  freight  rat«s  are  advanced  and  made  to  pay  all  the  product 
will  hear,  or  more,  it  strikes  directly  at  the  people,  the  consumer,  and  swells  the 
prosperity  of  the  railroads  many  hundred  per  cent  at  the  expense  of  the  people. 

The  increased  business  of  the  country  is  sufficient  compensation  to  the  railroads 
without  raising  the  freight  rates.  For  proof  of  this  osertion,  you  have  simply  to 
refer  to  the  reports  of  the  railroads  themselves  for  the  years  1898  and  1899. 

The  railroaaa  can  condemn,  take  private  property,  and  build  wheresoever  they 
will;  they  can  go  through  your  yard,  through  your  farm,  tear  down  your  house. 
They  are  granted  public  franchises.    They  carry  the  Grovernment  mails.    Their 

property  ia  protected  by  the  li —    ' '"" "  ""        '    -■-    -  -  ■•         ^  ■  .  -- 

ask  that  all  traffic  rates  ahoi 
United  States  Government? 

The  reason  given  by  the  railroads  for  the  existence  of  so  many  or  different  freight 
or  traffic  associations  is  that  the  Eastern  railroads  do  not  know  the  conditions  with 
which  the  Western  roads  have  to  contend  in  fixing  classifications  and  freight  rates; 
that  thoNortherurailroadsdo  not  know  the  conditions  prevailing,  and  which  must  be 
considered  by  the  railroads  of  the&outh;  that  the  East,  the  West,  theKorth,  the  South 
do  not  know  the  conditions  of  the  middle  interior,  and  vice  versa.  Hence  they  con- 
tend that  the  different  freight  or  traffic  associations  are  necessary.  It  is  to  overcome 
these  objections,  or  to  meet  these  reasons,  rather,  that  I  would  select  railroad  men 
from  the  different  parts  of  the  country,  as  heretoforesug^ested.  This  would  be  treat- 
ing the  nulroads  with  faime«,  while  the  business  men,  independentof  the  railroads, 
selected  from  shippers  distributed  over  the  country,  representing  the  six  different 
fiB^ht  clSBBificatiooa,  would  be  fair  to  the  shippiug  iatereste  of  the  country.    This 
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msv  look  like  anther  large  Bubcommisinoii  or  ancxnation,  but,  on  the  other  hand,  look 
at  the  nnmber  of  men  required  by  the  nulroade  to  do  thia  eante  work.  It  would 
require  more  work  than  the  Interetate  Commerce  Commiarion  could  attend  to,  and 
as  millions,  yei!,  billioos,  of  dollare  are  involved,  in  which  the  people  are  inter^ted, 
thia  subcommiesion  or  Baeociation  ehould  bo  laive  enot^h  to  do  the  work  right;  and 
while  it  should  be  under  the  supervision  of  the  Interstate  Commerce  Commission, 
that  commiBOOD  of  itself,  for  want  of  numbera,  would  be  unable  to  do  the  necessary 
work  tboronghly  and  Bystematically. 

Vice-Predoent  Olougn,  of  the  Great  Northem  Railroad,  makea  the  statement  that 
lie  ia  oppoeed  to  the  pending  amendments  to  the  intoTState-commerce  law,  because  they 
Bive  judicial  power  to  the  Interetate  Commerce  Commission  and  make  its  decisions 
He  says  that  it  would  be  impossible  for  the  commission  to  establish  rates  and 


classificatioDS  of  freights  in  all  parts  of  the  country  without  knowing  the  local  con- 
ditions and  requirements  that  bear  upon  the  question.  If  Conpress  can  delegate 
power  to  a  commissioD  to  levy  and  collect  taxes  and  regulate  other  matters  in  the 
new  pofleesdons,  it  surely  could  del^ate  the  saperviaion  of  freight  claasiflcationa  and 
rates  to  a  commJHaion— the  Intetstate  Commerce  Gommievon. 

There  should  be  an  increase  in  the  Fiesident'B  family — I  mean  his  political  hoosfr- 
hold — to  the  extent  of  creating  two  new  departments,  at  least,  in  hie  Cabinet  There 
should  be  a  depertmeot  of  transportation  and  a  department  of  manufactures.  The 
husinees  interests  of  tbe  country  warrant  it,  and  present  conditions  demand  that  more 
attention  be  paid  to  these  matters. 

Now,  while  we  are  teaching  statesmanship  to  our  swarthy  neigh  bore  of  the  Antilles, 
or  establishing  a  habitation  Tor  tbe  Goddess  of  Liberty  in  the  Sandwich  Isiands,  or 
wrapping  the  American  flag  around  the  dusky  inhabitants  of  Samoa,  or  dving  ' '  up- 
to-date"  civilization  to  the  island  of  Guam,  or  while  chasing  that  little  Drown  man 
of  the  Luzon,  or  while  serenely  watching  the  eventual  destruction  of  that  small 
cradle  of  liberty  in  South  Africa  by  overwhelming  numbers,  whero  the  wild  Boer 
has  proven  himself  the  equal  of  the  British  lion,  man  for  man;  while  contemplating 
all  these  things  let  us  not  forget  that  we  have  matters — big  problems — that  demand 
our  attention  right  here  at  home,  and  that  the  freight  transportation  problem  is  one 
of  them,  and  enould  have  serious  consideration  By  our  national  legislators.  And 
due  consideration  eboold  be  given  to  the  schemes  for  ship  canals  from  the  Mississippi 
to  the  Great  lakes,  and  from  tbe  Great  Lakes  to  the  Hudson,  with  a  view  to  helping 
to  solve  the  inland  transportation  problem. 

Then  there  is  the  tnast  problem,  which  you  have  been  conrndering.  Then  there 
may  he  another  problem — a  railroad  trustr---con fronting  us.  As  to  whether  a  combi- 
nation is  right,  depends  upon  the  object  for  which  it  is  organized.  No  combination 
is  right  that  would  curtail  the  reasonable  wages  now  paid  for  labor  or  that  would  be 
detrimental  to  the  people.  No  combination  is  rig;ht  that  is  organized  to  increase 
the  cost  of  the  neceesanes  of  life  or  a^nst  the  businees  interests  of  tbe  country.  No 
combination  is  right  that  would  limit  the  resourees  of  the  country  or  that  would 
have  a  tendency  to  stagnate  the  growth  and  improvement  of  the  country.  No  com- 
bination is  rifcht  that  has  for  its  object  the  auninilation  of  reasonable  competition  in 
any  branch  of  business. 

A  railroad  trust  might  mean  all  these  and  more  too,  and  should  have  due 
consideration. 

1  take  the  following  extracts  from  an  interesting  twonxilumn  article  in  the  New 
York  Commercial  Advertiser,  of  date  Mareh  12,  1900,  under  the  headlines; 


•  »  •  ipijg  impression  has  gone  out  that  the  reduction  in  freight  rates  made  last 
Saturday  by  the  Eastern  Trunk  line  railroads,  because  of  the  uprising  against  the 
heavy  advances  made  Jannary  1,  will  very  greatly  lessen  the  anticijMted  profits  of 
tbe  railroads.  Such,  however,  is  not  the  case.  Most  of  these  reductions  cover  less 
than  carload  lots  and  do  not  greaUy  affect  the  great  bulk  of  tonnage.  Furthermore, 
the  efiectof  the  15  per  cent  cut  on  third-class  practically  amounts  to  the  restoration 
of  these  rates  in  a  few  casestothe  bads  prevailing  before  January  1,  and  is,  in  reality, 
only  a  sop  to  small  shippera. 

'nie  situation  ia  but  little  changed  in  regard  to  the  enormous  profits  of  railroads 
nnder  the  new  classification. 

ProJUg  »timai«f,— The  increased  profits  in  coal,  aa  a  result  of  the  advances  in  trans- 
portation rates,  some  already  annonnced  in  certain  parts,  and  others  to  be  named  on 
April  1,  will  increase  the  revenues  of  the  railroads  upward  of  tl6,4S4,314  in  this  one 
industry  alone.  But  the  aim  has  been  to  take  in  other  large  products,  and  a  caretul 
computation  of  the  increaeed  profile  that  will  accrue  to  tbe  railroads  gives  a  net  gtua 
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of  more  than  931,000,000  annnally  tor  nino  of  the  leading  trank  lines.  The  railroads, 
for  which  etAtietice  are  here  Kiven,  are  the  New  York  Central,  Fenneylvania,  Erie, 
Delaware,  Lackawanna  and  Weetem,  Lehigi,  Valley,  New  Jersey  Central,  Riding, 
Baltimore  and  Ohio,  and  Delaware  and  Hudson.  In  each  caae  the  data  is  for  the 
last  fiscal  year,  with  the  exception  of  the  New  Jersey  Central,  in  which  the  figures 
of  1898  are  uued  aa  a  baaiB  for  computing  the  iucresae.  Following  are  the  labulated 
exhibits; 

PBOPITS  ON  COAL   AND   COKE. 

Tablk  l.—liu7rra»fd  profitt  of  flS,4S4,0OO  on  coal  and  cote  and  more  than  flS,000,000 
on  other  freight  at  retail  of  advanixi  tn  rata. 
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The  most  remarkable  part  of  these  exhituta  ie  the  effect  it  will  have  on  the  euiting 
capacity  of  the  capital  stock  of  the  several  corporations.  It  means  something  tike  9 
pe  cent  additional  on  the  PennHvlvania  alone.  There  la  practically  no  increase  in 
operating  eipensee  attached  to  the  increase  in  nles,  and  the  additional  revenue 
which  may  be  expected  therefore  means  so  much  more  in  divideoda  on  the  stock. 
There  ie,  of  course,  some  difficuItyinBndin^a  basis  on  which  to  estimate  the  increased 
eamiDgB,  since  no  rwlroad  company  compiles  figuree  showing  the  exact  increase  on 
the  many  difiereat  classes  of  freighL 

Inereaeed  dhidends. — It  the  New  York  Central,  during  the  ciirrentflBfiil  year,  makefl 
$2,869,386  more  than  last  year  as  a  result  of  the  increased  r»te,  it  will  be  able  to  pay 
2|  per  cent  more  in  dividends.  The  Pennsylvania,  if  it^net  earnings  are  increwed 
111,680,825,  will  be  able  to  pay  9  per  cent  more  on  ita  capital  of  Jia,3C3,700.  The 
Erie  would  be  able  to  pay  full  4  per  cent  on  its  $43,000,000  of  first  preferred  stock, 
and  4  per  cent  on  its  $18,000,000  second  preferred  stock,  besides  earning  three-flfths 
per  cent  on  the  tll3,O00,0O0  of  common  stock.  The  Beading  would  also  be  able  to 
pay  4  per  cent  on  its  128,000,000  first  preferred  stock,  and  4  per  cent  on  the  $42,000,000 
second  preferred,  besides  showing  a  little  on  the  common  stock. 

Q.  [By  Mr.  Kennedv.}  How  many  persons  are  employed  in  your  industry  at 
Wyandotte?— A.  In  the  neighborhood  of  2,000. 

Q.  Is  there  much  skilled  labor  employed? — A.  Yes;  Isupposeyoumightsayabont 
one-eighth  or  one-tenth  would  be  skilled  labor. 

Q.  What  wages  are  paid  to  your  skilled  labor?— A.  Well,  they  vary.  We  j>ay  all 
the  way  from  25centaBn  hour  upto,  perhape,  50  or  60  cents.  I  do  not  know  just  the 
amount. 

Q.  On  you  st&te  the  amount  of  yonr  annual  pay  rolIV^A.  No,  sir;  I  can  not 

Q.  Is  this  industry  carried  on  in  anj^  other  cities  of  the  countir  or  at  any  other 
point?- A."  At  Byracuae,  N.  Y.;atSBltville,  Va.,  and  at  Delray,  a  suburb  of  Detroit. 

Q.  These  are  the  only  places?— A.  Yes. 

Q.  Is  tiiere  a  very  extensive  industry  at  Saltville? — A.  I  donot  know  justwhatthe 
capacity  is.    Another  works  is  being  built  at  Barbarton,  Uhio. 

Q.  In  which  States  of  the  country  do  von  find  vour  principal  markets? — A.  Oar 
principal  market  (or  the  heavy  ash  is  in  the  gas  belts  of  Pennsylvania  and  Indiana, 
where  they  have  glass  factories  and  such  as  that,  and  for  the  li^bt  ash  it  is  cities 
where  soap  is  manufactured.  Of  conreei  the  bicarb  is  generally  distributed  all  over 
the  country — baking  soda. 

Q.  What  percentage  of  your  shipments  go  South  into  the  Southern  classiflcation? — 
A.  Very  little  under  present  rates.    We  try  to  keep  out  as  much  as  ponibie. 

Q.  Is  there  a  very  larEe  demand  for  the  product  there? — A,  In  the  South? 

Q.  Yes.- A.  I  do  not  know  of  any  great  demand  there  for  it,  but  there  is  nothing 
to  stimulate  a  demand.  .  , 
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Q.  No  manufiw^ring  tbere  that  demands  it? — A.  No;  the}r  can  not,  with  the  high 
ratee;  it  would  be  impoflsible  to  compete  with  the  North,  with  the  high  rates  they 
would  have  to  pay  on  the  raw  material,  to  start  soap  factories,  or  any  other  kind  of 
establishment  that  requires  our  products. 

Q.  The  railroad  offidals  have  contended  that  they  must  make  high  nites  on  goods 
which  are  carried  only  in  small  quantitjeein  one  claeeiflcatioD  as  compared  with  large 
quantities  in  another. — A.  Oure  should  go  in  laive  quantities.  Glass  makers  require 
a  vast  amount  of  the  dense  ash,  and  the  same  wtth  soap  makers  for  the  lieht  ash. 

Q.  How  about  the  territory  west  of  you?  You  are  in  the  official  or  Weetem  clas- 
sification?— A.  We  are  in  the  official.  We  ship  to  San  Francisco,  and  along  the  coast 
we  have  a  5S-cent  rate;  but  in  the  interior  we  do  not  try  to  do  anything. 

Q.  Your  shipments  West  are  insignificant  as  compared  with  shipments  to  manu- 
facturing points  in  the  East? — A.  Yes. 

Q.  Do  you  understand  from  the  railroads  that  that  is  why  the  rates  are  high  in 
the  Western  and  Southern  clasBificatians  aa  compared  with  the  official  classificatiOD — 
Oiat  you  Bend  very  little  into  those  parts  of  the  country? — A.  We  never  conld  have 
shipped  any  East  if  the  rates  had  been  as  high  proportionately  as  iu  the  West. 

Q.  Do  they  contend  they  give  this  low  rate  because  you  have  la[ge  shipments  to 
make  in  the  East? — A.  No.  They  do  not  contend  they  are  giving  us  any  low  rates. 
They  fix  the  clafBiflcation  and  commodity  rates  and  all  that,  and  we  have  to  stand  by 
them.  They  give  us  good  rates  Kaat,  but  West  and  South  they  do  not  give  us  any 
fs^r  nUes  at. alt,  and  we  can  do  very  litttle  business  there. 

Q.  You  do  have  low  rates  in  the  East  as  compared  with  the  other  parte? — A.  Yes; 
and  we  ship  East  and  can  meet  the  seaboard  rates  East,  but  can  not  West. 

Q.  They  say  that  in  a  section  where  there  is  very  little  of  a  certain  article  shipped 
the  railroad  must  have  larger  charges  for  it?— A.  Well,  bat  until  there  is  a  demand 
lor  the  goods  there,  there  would  be  no  goods  shipped. 

Q.  You  contend  the  railroads  shoultt  help  ina^e  the  demand? — A.  By  giving  low 
rates.  No  matter  how  low  the  rates,  unless  there  was  a  demand  thetB  would  be  no 
goods  shipped.  Under  low  rates  they  will  start  up  factories — soap  factories— if  they 
had  a  reasonable  freightrate  so  as  to  get  the  raw  material;  and  inplacesthey  have  got 

flass  sand,  where  they  could  have  glaaa  factories,  but  if  they  have  to  pay  such  exor- 
itant  freight  rates  aa  compared  with  the  factories  of  the  East  and  middle  portions, 
they  could  not  compete. 

Q^  Do  products  similar  to  yours  come  from  European  markets  to  the  Southern 
portft? — A.  I  do  not  know  that  any  great  quantities  do,  but  they  have  a  rate  of  10.7 
cents  on  our  product  from  Liverpool  to  New  Orleans. 

Q.  There  is  no  demand  in  the  South  for  similar  products  coming  from  Europe? — 
A.  There  is  in  New  Orleans,  where  they  have  soap  factories,  but  coming  into  the 
interior  thev  are  in  bad  shape. 

Q.  (By  Mr.  Farquhah.)  What  is  your  tariff  protection  against  foreign  importa- 
tions?— A.  1  do  not  remember. 

Q,  Sodo,  etc.?— A.  Yes;  we  have  tariff  protection,  hut  I  do  not  remember  just 
what  it  is.  We  have  tariff  protection,  and  until  we  did  have  that  protection  English 
ash  was  being  laid  down  in  the  interior  of  this  country  at  about  what  they  thought 
was  the  actual  cost  of  manufacturing  it  here.  They  had  a  rate  of  S9  cents  a  ton  from 
Liverpool  to  Newport  News,  and  it  was  distributed  at  a  lower  rate  than  we  could  get 
to  the  seaboard.  That  same  ash  if  bought  and,  without  taking  it  off  the  Hhip,  sent 
back  to  Liverpool,  thefreight  alone  would  be  f6. 46  per  ton.  Since  we  have  the  tariff 
we  have  oven  shipped  goods  to  England  and  Hamburg,  but  before  that  we  had  pretty 
hard  Failing  to  get  along  at  all. 

Q.  (Bv  Mr.  Kennbdv.  j  Do  you  believe  the  railroads  would  promote  industries  in 
the  Sontn  if  they  would  give  ttie  some  clasuflcation  as  the  official  claaaifiuatioD? — A, 
1  am  mtisfied  they  would. 

Q.  The  conduct  of  the  railroads  seems  to  he  a  sort  of  discrimination  againpt  the 
induflries  of  the  South? — A.  I  do  not  know  that  it  is  so  intended,  but  that  is  the 
effe<'t.  I  do  not  think  they  are  looking  at  their  own  interest  when  they  put  such 
rates  as  they  do  on  different  products  in  the  South.  With  the  resources  ol  the  South 
there  ought  to  be  more  manufactories  in  certain  portions  than  there  are  now,  and 
the  more  manufactories  the  more  business  the  railroads  would  have.  Low  rates 
would  have  a  tendency  to  build  up  the  country  and  induce  factories  to  start  up  where 
now  they  have  to  buy  the  finished  product,  such  as  soaps  and  glassware,  that  they 
might  as  well  make. 

Q.  You  Htate  there  should  be  two  more  departments  of  the  Government — a  depart- 
ment of  transportation  and  one  of  commerce  or  manufactures.  Would  not  the  propo- 
sition to  create  a  department  of  commerce,  which  should  embrace  both  transportation 
aod  numufactures,  be  satisEaelory?— A.  Well,  the  bill  that  has  been  befure  Congress— 
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I  looked  srer  it  •  little  wd  I  did  not  hwdl^  think  that  voa\d  sieet  the  demands  of 
tnneportatioR  and  naaoiaetariag.  Tbero  is  icioin  for  a  departnKent  uf  cummetce 
md  M  tiwiepottatioD,  too,  I  wouUl  tbiak,  if  it  woiUd  not  be  makina  the  Cabinet  too 
large.  If  you  put  too.  much  aodei  one  heading  it  tvould  be  kind  ol  like  getting  too 
moch  under  one  classiflcwtk^i.  1  <lo  not  tbiok  it  would  be  beneficial  to  anybody.  It 
woold  be  a  sew  office,  and  thb  bnaineaH  that  would  be  under  tbe  classificatioDs  that 
they  would  h&ve  to  k>ok  aft«f — it  would  not  help  (he  country  any. 

<i.  Would  not  a  deportste^  of  comoeree  naturally  incuid«  traneportation  waA 
iDanufoetiirei<7— A.  It  could  be  BiBd«  ta  do  so,  I  suppose,  but  the  magnitude  of  man- 
u£actsree  and  of  tnaqKHtatiDB,  loo,  1  think,  would  justify  independent  hetuls  for 
each.  More  attention  could  then  be  given  to  it,  and  better  results  achieved  for  the 
peojde  and  the  country  at  larxe. 

Q.  (By  Mr.  Faikidhar.)  What 
Ob)o7— A.  Soda,  ash.  bi.«arb.,  and 
of  the  cities  of  the  North;  sons  little  d)t(«i«ac«,  maybe,  on  bi-carb. 

Q,  North  of  the  Ol»o  and  cast  of  the  lliiasMBippi?— >A.  Yaa.  They  make  some 
distiDctkwta  to  certain  points  on  bieafb. 

Q.  But,  as  a  gensfW  thing.  It  ia  undet  the  sixth  class?— A.  Yes;  the  commodity 
rate,  making  it  equal  to  riwi  iriasa,  though  flitb  is  the  r^iular  claanfication  rate  on 

Q.  Suppose  yon  are  shipping  on  tiie  Illinoifl  Central  to  New  Orleans,  what  is  the 
cbanite  oiclassilicatjon  south  ol  tbs  Ohio  on  yoor  goods?  What  class  are  thev  drivea 
into  then7'~A.  I  think  it  takes  tbe  fourth  or  fifth  i^Uib.  They  have  a  diSerent 
clasBificatioH  for  each  after  they  croos  the  Ohia  I  do  not  remember  it  exactly.  1 
hav«  giveii  tbe  figures,  but  I  do  not  ramentbeT  wbot  tbe  classi  flcation  is. 

%  Have  you  an^  knowledge  that  tb»re  is  a  uniiomiity  east  of  tbe  Mississippi  and 
south  oi  the  Ohio,  in  respect  to  the  classiflcatiani  of  tbe  north  and  south  lines?    Do 

{ou  think  theee  main  trunk  roads  are  all  under  one  dassification  ae  to  freight? — A. 
do  not  think  so. 

Q.  X>o  you  tl)ink  that  the  lUinsis  Centnd  ot  the  Louisville  and  iJashville  or  the 
Southern  would  be  under  the  saioe  elossiflcation? — A,  I  think  not.  They  have  a 
differeot  classification,  and,  as  I  understand  it,  it  takes  a  difCerent  classiScation.  They 
say  that  is  the  reason,  a|  tlw  high  nte^^tbey  do  not  take  tbe  some  classificaUon  lor 
these  roM^ 

Q.  Tbe  Southern  i»ilro<Hl»— the  lorth  and  south  roads— is  their  classification  east 
of  the  MiaoBsippi  and  south  of  the  Ohio  nearly  the  some  on  your  class  of  goods — 
fourth  and  fiftn  class? — A.  Ours  is  sixth  class,  except  bi-carb.  I  do  not  think  eo. 
I  may  be  mistakeB. 

Q.  You  ore  sixth  in  tbe  official  rlanwflnitinii.  but  in  the  ,South  ia  there  not  a  uni- 
formitv  also  even  though  it  is  a  bioh  rate? — A.  Yes;  I  presume  tbey  have  clsssifica- 
tietw  UMH.  We  try  to  keep  out  oi  tbe  South  on  account  of  tbe  high  rates,  and  I 
have  not  paid  attrition  to  their  daaofication.    I  only  know  the  rates  to  certain 

q!  Fm  instance,  in  thre  matter  of  seai»,  ii  they  have  to  pay  the  freight  rato  as  well 
as  tiie  prime  cost  ot  the  raw  material,  it  is  cheaper  Cor  them  t«  purchase  the  soap 
from  tne  Northern  manufacturer? — A.  Yes;  the  soap  alone;  but  when  you  come  to 
count  the  libor  and  tactoriee  aad  business,  you  make  it  quite  difierent. 

Q.  I  pr«eume  high  rates  force  the  Soutbetner  to  buy  the  soap  from  tbe  Northern 
hctoiyf— A.  That  is  the  way  I  look  at  it 

Q.  Now  is  there  not  in  connection  with  your  material  samething  that  railroads 
might  find  fault  with  in  respect  to  han'''''>e  the  form  of  your  packages— leakage,  or 

:r  ash  ia  just  about  as  fine  as  dour,  some 
of  ilj  and  some  of  it  ta  a  little  coarser.  There  would  not  be  as  much  leakage  with  our 
goooa  a*  with  flour,  and  it  is  more  compact  to  the  barrel — stronger  barreb — and  the 
cans^  is  put  up  in  sheet-steel  drums,  so  there  is  no  break^e.  If  you  wreck  a  car 
you  hoive  all  the  caustic:  with  a  barrel  of  flour  it  is  all  gone. 

Q.  So  not  tbe  general  fre^bt  agents  and  railroad  men  sometliiies  say  the  classifi- 
caticffis  should  be  made  different,  not  particularly  on  account  oF  weight  but  on 
account  of  the  packtwes,  tbe  breekiag  ej  packages,  and  whether  or  not  tbe  entire 
cleaning  of  tbe  car  would  be  a  necessity  after  handling  your  goods,  whereas  witb 
flour  ition  would  net  be  say  ueed?-«A.  I  do  not  know  oi  any.  Dues  is  a  clean  prod- 
act  and  eaoly  haadtod. 

Q.  So  you  do  not  ksow  of  any  real  ecoooniic  reason  for  the  railroad  to  classify 
yours  more  than  wdinary  flour7-~A.  No;  but  I  do  not  think  ours  should  be  placed 
OB  the  Hune  clasEoficatioB  as  flour,  because  flour  is  a  staple  commodity. 

16a 6  ^OOt^Ic 
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Q.  I  mean,  eo  far  as  transportation  is  concerned,  there  are  no  brea^  nor  lo«,  nor 
an^^ing  of  that  kind  that  would  subject  the  railroad  company  to  more  care  over  its 
rolling  stock? — A.  No:  and  the  same  difference  would  go  with  the  freight  shipped 
north  of  the  Ohio  and  east  of  the  Higeinippi^  where  it  tAkes  sixth  claee,  as  in  the 
Bouth— no  more  leakage  or  breakage,  or  anytnmg  of  that  kind. 

Q.  The  reasons  given  in  your  paper  are  aboat  the  only  reasons  yon  know  of  from 
railroad  officials  why  your  product  should  suSer  this  diBcrimination?--A.  Yes. 

Q.  You  take  it  that  possibly  your  product  is  in  just  the  same  situation  as  a  great 
many  other  products;  that  there  is  no  particular  reason  in  *he  c]aaei6cation  that 
yours  should  be  made  greater  than  any  other  product  tnnsoorted  nn  the  Southern 
roads?— A.  No. 

Q.  You  think  all  share  alike  in  the  high  rvtes  of  the  South?— A.  1  think  so;  I 
think  it  is  pretty  general  with  all  freight. 

Q.  As  a  remedy  for  these  things  you  propose  a  remodeling  of  the  Interstate  Com- 
merce Commission? — A.  I  do  not  know  that  I  would  remodel  that,  but  it  shonld  be 
made  broader,  so  the  classifications  can  be  worked  out  to  better  advantage.  Sis  rail- 
road men,  covering  difierent  parts  of  the  country,  and  6  business  men  ought  to  be 


able  to  get  up  a  good  clastnAcation  that  would  satisfv  most  ordinary  mortals. 

Q.  Have  you  considered  the  army  of  clerks  em^Ioved  by  the  railroads  and  found 
neceesaryfor  that  purpose? — A.  In  our  own  shippmgDueiness  is  where  I  have  (^t  all 


these  classiflcatJonB,  but  with  12  men,  from  different  parts  of  the  country,  they  ought 
to  be  able  with  clencal  hire  to  do  all  that  the  railroads  ought  to  be  doing. 
Q.  What  would  you  say  to  it  when  the  presidents  of  twelve  or  fourteen  of  the 

nt  trunk  lines  of  this  country  come  before  this  commission  and  say  positively  that 
their  belief  as  railroad  men  with  an  experience  of  from  20  to  40  year?  that  it  is 
a  physical  impoeeibility  for  the  Interstate  Commerce  CommiBsion  to  make  these 
classifications  and  rates? — A.  Well,  I  should  say  they  would  be  right  if  they  leave  it 
to  the  Interstate  Commerce  Commissioa  as  now  provided  by  law,  because  they  are 
picked  out  promiscuously,  without  anv  r^ard  to  the  eastern  or  western  coast,  the 
Lake  section,  or  the  south  or  the  middle  interior.  My  suggestion  is  that  the  West 
should  be  represented  both  by  a  busineas  man  and  a  railroad  man,  and  the  South 
the  same,  and  the  Bast  and  the  L^ke  sections  the  same,  and  the  middle  interior  by 
two  men  from  each,  and  I  think  that  would  pretty  generally  cover  the  country. 

Q.  How  are  you  going  to  provide  tor  their  lawyere?— A.  If  they  are  good,  sensible 
men,  I  do  not  think  it  needs  lawyers.  It  Is  a  matter  of  business  to  say  what  stuff 
shuld  be  ondera  certain  classification,  and  another  under  another,  and  another  under 
another,  until  they  got  all  through  the  classifications.  The  Southern  railroad  men 
and  busineea  men  know  what  clawiflcations  their  goods  ought  to  take  and  the  con- 
ditions under  which  their  roads  are  operated,  and  aJl  of  that;  the  Eastern  men  would 
know  their  needs  and  the  Western  theira,  and,  all  coming  together  with  their  ideas, 
I  do  not  see  any  necessity  for  a  lawyer. 

Q.  Do  you  thmk  that  is  the  fair  way,  provided  it  is  pofflible  to  have  an  office  force 
big  enoiwh,  well  trained  enough,  to  initiate  the  classifications  and  then  maintain 
'■-     -  andal-  - -■- ' -- -°     '    ■"- 


them  and  alter  them  as  circumstances  may  occur? — A.  Yes. 

Q.  You  think  it  ought  to  he  controlled  by  the  United  States  Government?— A.  I 
am  satistied  it  should  De.    It  will  never  be  satisfactory  to  the  people  until  it  is. 

Q.  So  you  would  be  entirely  agunst  the  pooling  idea? — A.  Yee;  I  would  be 
against  that. 

Q.  Do  you  believe  that  under  the  Outlom  bill,  giving  extra  or  more  judicial 
powera  to  the  present  Interetate  Commerce  Commission,  it  would  remedy  any  of 
these  troubles  you  have  spoken  about? — A.  Well,  I  do  not  think  it  would  without  a 
traffic  association  covering  different  parta  of  the  country. 

Q.  \ou  never  have  studied  the  problem  far  enouKh,  probably,  to  believe  tliat 
there  is  such  a  thing  as  making  a  uniform  classification  for  the  whole  United  Sutes? — 
A.  That  is  m^  idea,  that  it  is  possible;  I  do  not  see  why  it  should  not  be  possible. 
The  main  pomt  now  is,  we  do  not  know  how  to  make  contracts;  we  on  not  tell 
what  the  freights  are.  If  we  knew  what  classification  it  took,  we  could  make  a  rate 
anywhere.  For  instance,  from  parties  who  are  in  a  hurry  for  the  goods  we  get  a 
spot  order.  Sometimes  it  takes  us  a  week  to  get  a  rate,  when  the  goods  ought  Ut  be 
(pjing;  but  we  do  not  know  whether  we  can  sell  the  goods  at  a  certain  pnce  until 
we  get  the  freight  rate,  as  the  Freight  rate  might  eat  it  up  before  it  gets  there. 

Q.  Would  another  plan  work  equally  well— for  all  of  the  trunk  lines  to  send  in 
their  classificationa,  and  let  this  nattoiial  ai>i>ociation  which  yon  propose,  of  12  inem- 
beni,  codify  and  equalize  the  whole  of  theee  rates  between  the  roads  themselves?— 
A.  I  think  that  would  be  a  good  idea. 
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Q.  Woald  not  that  be  better  than  trying  to  nuke  de  novo  a  rate  tor  the  roadff? 
IE  yon  have  ^nr  plan  yon  are  making  arbitrary  ratea. — A.  Yea. 

Q.  There  is  not  a  pardclo  of  elasticity,  no  taking  into  conHideration  the  conditions, 
uid  you  would  eBtablish  under  that  principle  arbitrary  ratea.  Would  not  this  be  a 
little  too  rigid? — A.  Goods  ought  to  take  a  certain  claBHiflca,tion  independent  of  the 
conditioneof  the  country,  BO  we  would  know  what  clasJGcation  they  arein;  then,  if 
conditions  come  up  where  the  rates  ought  to  l:>e  raised,  at  the  meeting  in  October,  aa  I 
propoee,  they  could  raise  the  rate;  but  we  would  know  what  classification  it  would 
be  under,  and  if  the  rate  were  raised  on  a  certain  claadflcation,  we  wonld  know 
what  the  rate  wonld  be  on  that  product. 

Q.  Do  you  propose  tliat  the  national  body  hear  it  on  the  prayer  or  petition  of  the 
parties  interested?— A.  On  the  Ist  of  October  promulgate  nlea  and  let  them  be  good 
lora  year,  80  we  would  know  bow  to  contract  There  would  be  October,  No veml)er, 
and  December,  a  couple  of  months,  in  which  to  At  up  your  contracts,  and  you 
wonld  know  that  those  ratea  were  good  for  a  year,  and  you  could  base  your  contracts 
on  that.  Glaee  men  have  to  buy  their  goods  for  a  year  ahead  in  order  to  carry  on 
their  bnsineas  aucceeafully.  Ail  our  product  is  sold.  Weareonly  making  deliveries 
now  on  contracts  made  a  year  ago,  and  we  have  got  to  have  time  in  order  to  know 
how  to  make  these  contracts,  and  moat  know  what  the  freight  rate  is  going  to  be  for 
a  certain  period. 

Q.  ( By  Mr.  Kmnnot. )  How  long  have  you  had  experience  with  clasnfication? — 
A.  Only  aboDt  4  years. 

Q.  Can  you  say  whether  the  tendency  ia  toward  uniformity  or  not? — A.  Well,  I 
have  seen  no  evidence  of  it. 

Q.  One  at  leaet  of  the  prominent  railroad  officiale  stated  before  the  commission 
that  that  is  a  fact.— A.  Tne  railroad  men  that  I  have  talked  with  agree  that  there 
ehould  be  a  uniform  claseificatjon. 

Q.  I  recollect  that  all  the  railroad  officials  that  have  been  before  the  commission 
agree  that  there  should  be  a  uniformity  of  claseiflcationfi,  or  as  near  an  approach  to 
it  as  poseible.  Now,  if  they  feel  that  way  and  the  shippers  feel  that  way,  what  is  the 
obstacle?  Why  don't  they  approach  uniformity? — A.  Thev  want  to  be  made  to  do 
it,  and  that  is  why  I  think  it  wonld  require  legislation  by  the  United  States  Govern- 
ment to  bring  them  together.  It  ia  only  fair  to  the  shippers  and  the  railroads  that 
they  should  understand  one  another,  and  the  railroad  men  and  the  shippers  should 
be  closer  together  than  they  are;  and  if  they  are  brought  together  by  the  Govern- 
ment they  wonld  understand  one  another  ttetler,  and  I  think  it  would  be  better  for 
both  sides. 

Q.  (By  Mr.  FARQnnAS.)  Is  not  the  question  whether  the  Government  should 
equalize  rates  or  the  railroads  equalize  rates? — A.  The  party  in  interest  is  goinc  to 
equalize  them  in  hie  own  inteieet;  that  ifl  the  trouble.  The  Government  would  be 
supposed  to  be  impartial,  especially  where  both  railroad  men  and  men  representing 
business  interests  were  joined  together  to  make  these  rates. 

Q,  (By  Mr.  A.  L.  Hahris.)  If  youhave  a  uniform  classification  all  overthe United 
States,  would  you  have  different  freight  rates  in  difierent  sections  of  the  country? — 
A.  That  might  be  necessary. 

Q.  Could  the  roada  of  the  South  afford  to  pve  the  nrae  freight  rates  that  those  of 
the  North  or  Northeast  could  give? — A.  In  time  I  believe  it  would  be  to  their  inter- 
est and  they  could  well  afford  it,  as  it  would  build  up  industries  all  over  the  South. 

Q.  When  you  eetabliehed  a  uniform  classification,  would  you  have  this  same  com- 
mission have  control  over  the  freight  rates? — A.  Why,  yes;  I  think  so;  and  then 
every  section  of  the  country  would  be  on  a  par  with  every  other  section  of  the  coun- 
try; on  an  equality  that  would  tend  to  build  up  one  section  without  tending  to 
destroy  another  section,  as  it  is  now  under  the  present  classification  and  rates. 

li.  If  the  classiflcation  were  uniform  and  the  rates  uniform,  the  road  having  a 
small  traffic  could  not  live,  could  it? — A.  My  idea  is  it  would  build  up  the  commu' 
nity  so  that  it  would  get  something  to  do;  as  it  ia  now  there  is  no  chance. 

Q.  Until  the  community  was  built  up  and  the  business  built  up,  what  would 
become  of  the  road?— A.  If  everything  is  on  a  par  with  other  parte  of  the  country,  1 
do  not  see  why  a  community  should  not  build  up  very  rapidly  and  make  the  rail- 
road self-supporting  anyway. 

Q.  Are  not  the  freights  higher  in  the  South  than  in  the  North?— A.  They  are 
higher,  but  I  see  no  iuat  cause  for  it 

Q.  Do  they  have  tne  same  amount  of  businesfl? — A.  Well,  I  think  if  yon  will  look 
at  the  reports  of  the  Southern  roads,  they  report  huaineea  pretty  good  in  that  part  of 
the  country. 

Q.  Just  now?- A.  Takinc  any  time.  Eighteen  hundred  and  ninety-two  was  one 
of  ttie  good  yeare  all  over  the  country,  and  during  the  depression  you  will  see  that 
the  Sonthem  io«ds  report  about  as  favorably  in  proportion  ae  the  Northern  roads. 


9*  HEABINQS  BEFOBK  THE  ISIHJ8IEKAL  OOKXISSIOK. 

Q.  Have  irtigbt  imtm  been  mateiiallj'  ebanged  withiDi  ttw  part  rMt?— A.  The  let 
of  January  they  were  matcEiftUy  changea. 

Q.  About  what  per  ceot? — I  can  not  tell  as  to  tiwt;  difier^  produeto  took  difbr- 
ent  ratefl, 

Q.  Waa  that  on  all  cInnoMot  trei)^?— A.  Ithinkm.^w;  tbatiiniy  tmderetandiagi 

ti.  What  was  ihe  retwoa  anigii^  lor  incrwHag  their  rates?— A.  The  reason  ^ney 
always  gave  was  that  they  wanl«d  to  share  in  th«  pro«p«nty  of  the  ceuotcy.  That 
ia  the  only  reason  they  ever  Bve  me  whan  I  talked  with  tb^  about  IL 

Q.  Theyarbitntily  fixed  tkat  rate  among  theoiaelvMT— A.  Yea. 

Q.  Wa£  that  done  by  traffic  associations  ar  aoBtething  of  that  kind? — A.  As  I 
onderatand  it,  it  woa  done  l^  the  traffic  aaBociatioa. 

Q.  That  is  permitted  yet?— A.  Yei;  they  can  isise  the  Mtee  any  time  that  they 
see  proner;  nothing- to  keep  them  horn  it,  aa  I  uudaistaiul  it. 

Q.  Tne  coat  o(  opeiatinK  the  roods  has  inareased,  I  aoppom,  has  it  not? — A.  Yes; 
but  atiU  it  is  reduced  t»  a  minimuiK,  as  I  my  eoowwher*  in  hera.  [Reading  front 
pu)«':]  "Thev  claim  the  coat  of  eqnipment  has  been  increaaod,  Init  that  incrsaae  ia 
<ABet  by  the  decteaaed  eeat  of  operation,  which  has  bean  redoeed  to  a  miaimam." 

Q.  Imw n ^lat  decreaae  ia ofetatitti  nw^ht about— heavier  lo«kU0—Jto  Yes;  and 
more  modnqt  methods  in  svery  reepect,  I  euppoae;  in  difierent  w^u. 

Q.  As  I  understand,  the  claHdflcation  is  probably  the  gieateet  grievaaca  tiiat  the 
shipper  hM  at  the  yreseBt  time?— A.  I  ttiiuk  so. 

Q.  Would  a  clsadflc&tioD  be  just  where  the  rate  continued  for  a  jrear  under  all  cir>' 
cumstancee,  or  should  it  be  to-some  extent  elastic,  undM-  the  control  of  tbU  commis- 
sion that  von  provide  for,  and  the  order  of  the  Interstate  Conuneive  CommissionT — 
A.  I  think  these  mMt  would  know  the  eoiHtttiena  of  thacoimtry  and  ba  in  a  position 
b>  know  M  the  time  they  made  these  elaasifieatioBi,  and  there  would  be  no  reaaon  for 
a  chann  within  the  next  ^ear  from  that  time.  It  you  make  tbraa  ao  they  could  ba 
chaitgM  it  woald  be  mamltatly  in  a  bad  diape;  it  weuld  pat  manufacturers  ant  in 
makuw  eontMcta.    The  goeds  are  sold  at  a  very  aloee  mat^n  BMoetimea,  you  know. 

Q.  ClaasificMioBisoneol  themoatlBtricataquestiaaaiQmirfiading,  isitnot?- A.  I 
nnderstsMl  so;  and  it  ia  for  that  reason  I  think  theshippwsand  railroad  menahould 
be  broagbt  together  in  making  that  claseific^oo.  as  it  is,  the  railroad  haa  been 
making  the  olaaeiflcatioB  and  they  have  no  ide»ot  the  condiliose  prevailing  inmanup 
heturing  eirelee.  They  claim  ve  d«  not  know  ttie  conditicoe  e(  the  South  and 
West  and  all  that,  and  they  do  boI  know  the  eondititHiB  sariiowutin^  the  manu&c- 
toriog  iatereets,  and  they  do  not  take  th»t  inte  eonsideratit^  in  makmg  Uie  elasufi- 
cation;  and  for  that  reason  I  think  they  should  be  brought  together  and  hare  a 
■nttnal  oBdentaodiag.  They  nevei  ask  ua  our  opinion  sa  la  what  the  idsssificatioD 
iho^dbe.    Th^  go  ahead  and  make  the  daeaidcation  and  we  are  governed  by  iL 

Qi  How  frsquently  do  they  chaage  the  Aaaiflcation? — A.  They  do  not  change  it 
v«7  often,  except  the  instance  I  stated  hem — 1«  Richmond — where  they  changed  ii 
three  or  four  times  in  the  year. 

Q.  (By  Mr.  FAR(tirHMt.J  They  did  not  change  the  claanfication  in  that  instanae, 
but  the  rate?— A.  Ho;  I  do  not  think  the  eleaaficatic»  was  changed. 

Q.  (By  Mr.  A.  L.  Harrih.  )  Have  you  any  complaint  to  mAke  ogaiast  the  roads  on 
account  of  diserininfttionB? — A.  No. 

Q.  You  get  the  open  rate? — A.  We  get  the  open  rate;  that  is  alt  we  ask  for. 

Q.  Your  competitors  have  never  had  any  advantsM,  in  shdpping,  qver  ^ou? — A. 
Not  that  we  know  ot,  exeeF>t  to  tbeee  seaboMtd  cities— tore^  goods  coming  in  there. 
We  meet  that  succeesfully  in  the  East  but  sot  in  tlu  South. 

Q.  That  is  a  through  rate — water  and  land  both,  I  suppose? — A.  Yes. 

Q.  (By  Mr.  Kshnbdy.  )  la  there  any  competition  (or  your  traffic  aaaong  the  rail- 
roads?— A.  Well,  act  very  much.  There  are  only  the  three  or  four  factories  in  the 
United  Stalee  now,  and  another  one  will  be  in  operation  in  the  next  year. 

Q.  Have  you  ever  been  offered  any  le^  than  the  public  rate  for  your  traffic? — ' 


The  railroads  have  always  been  verv  firm  with  us.  They  solicit  the  bumneee  but 
never  make  any  change  in  the  rate.  We  were  promised  a  lower  rate  to  New  Orleans, 
of  22  cents,  ami  they  told  ua  we  could  go  ahead  and  get  contracts  based  on  that  rate. 


We  did  take  some  contracts  to  New  OrieanH,  but  they  did  not  make  the  rate  to  u 
and  so-we  got  out  of  there  as  quick  as  we  could.  We  could  sell  goods  there  with  a 
22-cent  rate  but  not  with  a  33-cent  rate. 

Q.  (By  Mr.  Farquhah.)  Suppose  a  party  in  Chattano<wa  could  get  the  same  rate 
from  Cincinnati  to  Chattanoofn  that  you  get  from  Wyandi^ite  to  Cmcinnati,  coukl  a 
soap  inctory  in  Chattanooga  hve? — A.  Yeo. 

Q.  And  prosper? — A.  Yea,  That  would  beexactly  the  rate  to  New  York — 8  centt 
to  Ciuciaiiali  aad  8  ceata  on  to  Cbottanooga.  There  would  be  plenty  of  buRneee 
there. 


<}.  Tbm  OtaHtanoogK  cooM  anccwrfnUy  compete  with  Cinrinnati  Boap7— A.  Yea; 
I  think  BO. 

Q.  (B7  Mr.  A.  L.  Ha^db.  )  Your  oompetiton  are  lubaring  under  the  Bame  dii»- 
tnlity  that  you  are  laboring  under,  so  far  as  you  know?— A.  Tee. 

Q.  They  have  no  advantage  ow  yos  SB  urwntM  OK  MMoemed? — A.  I  do  not 
know  of  any. 

Q.  Then,  wiien  7«u  ae)!  a  bill  dl  goods,  or  when  yon  have  an  opfahanity  to  aell  a 
biU  of  goods,  you  fatewthat  Toar  oompetitora  tiwenotan  oppurtBr""  '  *-*"--- 
below  you  on  acconnt  of  anv  aavantage  they  have  in  TtMfl — A.  Yea. 


biU  of  goods,  you  fatew  that  year  oompetitora  tiwe  not  an  oppurtanity  <a  bidding 
below  you  on  acconnt  of  anv  aavantage  they  have  in  TtMfl — A.  Yea. 

Q.  What  yon  complain  of  ia  the  voliime <tf  beaineai  or  inciMae ot  boiiaeartlurtToa 
toiud'haveii  you  had  a  better  elBBBificatioD? — A.  Tea;  and  beinaflhat'OHtoflAieweal 


maflt 
and  Bonth,  where  we  sbould  do  buslneee  and  where  they  afaoula  do  buBinesB,  toe,  mi 
acot^t  of  not  tieing  able  to  ^  a  reaaonable  fn^ht  iMe. 

Q.  Have  you  any  trouble  m  regaHl  to  the  long  or  abort  haid? — A.  No;  ^m  have 
never  been  troubled  with  that 

Q.  IfaiDlToadE  have  dealt  fairly  vilh  ^ ou  ia  Chat  reqieot?— A.  As  far  aa  I  kaom. 

Q.  (By  Mr.  K'amiBnr.)  Did  you  not  inst  my  that  yougotaidte^ier  rata  4«  San 
TranciMo  than  yen  did  to  points  In  the  WeM  Myond  ymf~A.  V      '    ' 


for  it? — A.  Yea;  we  can  account  for  it;  but  I  took  the  question  to  refer  to  the  loog 
and  ^ort  haul  through  the  conutrf. 

Q.  Do  you  have  any  trouble  getting  care? — A.  At  preBentwedonot,bataIlthmiigh 
the  winter  we  had  to  &[ht  for  care  an  the  time. 

Q.  Wfar  was  that?— A.  The  laitroada  said  they  had  tnon  bnaiiien  t^iaa  iheyeooU 
handle.  They  tried  to  favor  ub  all  they  could,  but  they  were  short  of  cani  all  the 
tfane.    At  pTMent  we  are  getting  all  the  can  we  want 

Q.  (By  Bfr.  FA'sqimAn.)  By  what  roads  do  you  ship  from  Wyandotte? — A.  "nte 
Hichiean  Central  principBlly,  but  we  also  nse  the  Detroit  and  Lima  Nortbem  and 
the  Idee  Bfaoni.  The  HichiEaii  Central  have  tracks  right  in  our  yard  to  tlie  different 
bctorics.  We  have  two— No.  1  and  No.  2;  No.  3  on  the  north  and  No.  1  on  the 
Bouth.  The  Michigan  Central  has  tracks  to  both,  and  (he  lima  Nortliem  faa«  tiai^ 
to  No.  2,  but  not  to  the  soda  ash  or  caustic,  bat  to  the  bicarb  plant.  Practaeally  all 
goes  ont  over  the  Michuan  Central. 

Q.  Do  you  have  amp^  railroad  fadltties  for  shippii^ — A.  Yea. 

Q.  (By  Hr.  A.  X.  Hakrib.  )  Do  yon  have  to  pay  exoiUtant  switching  ifttBB  at  any 
point? — A.  I  do  not  believe  the  nicbigan  Central  will  switch  for  the  Detroit  and 
lima  Northern,  and  I  think  they  mflke  a  charge  of  |6  to  swrteh  to  the  I^e  Bhon, 
but  I  \h11  not  BBv.poatively.  The  raitModfl  always  abeco^  that  charge,  so  we  httve 
notbiog  to  do  wnh  the  swibAiing  dtai^s. 

Q.  (By  Mr.  Fasqdbax.)  Ehritching  or  demumge — tlie  roada  themselveB  settle 
fliat?— A.  Yee. 

Q,  (By  Mr.  A.  L,  Harris.)  If  von  had  a  better  classificatioii,  and  thereby  better 
latM,  vou  could  make  your  gooae  cheaper  to  the  consumer  in  many  paints  in  the 
United  States?- A.  That  might  be  poeeibie. 

Q.  That  would  be  the  only  way  yon  conld  enconrage  trade? — A.  Yea;  but  the 
goods  have  been  sold  at  a  very  close  margin  for  the  last  few  years,  and  it  isthelrelg^t 
tate  that  eats  it  up  before  it  eould  go  down  South  or  West 

\You  take  yourfr^ht  rates  into  consideration  when  yon  make  your  contract? — 
e  have  to.    There  la  a  very  cloee  mar^n  of  sale. 

Q.  Is  that  cloae  maig^  on  account  of  the  competition  In  yonr  busLnesS?- A.  Yee; 
it  has  been  and  is. 

Q.  DoaeUiennnpetJtionapproach  the i>oint of  being  minouB? — A.  Oh,  no;  itisnot 
miDonB,  but  before  w«  got  oar  tariff  on  it  looked  like  it  was  ruinotu.  We  sold  on 
a  ver;  olose  margin  then. 

Q.  (ByJHr.  EuiKcnt.)  When  the  freight  rate  on  coke  was  put  up  to  the  extent  of 
420,000  a  year  to  yon,  Hid  vou  recoup  tlMt  by  increasing  the  price  to  the  consumers 
of  yonr  product? — A.  We  nad  to  put  that  onto  the  consumer  in  Uie  long  run.  The 
eounmer  ia  the  man  that  pays  the  freight  in  the  Imtg  nm. 

(TMtiiiMiiyr  oloeed. ) 
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86  INDUSTEIAL  COMMISSION: — TBAN8POBTATION. 

WABHnrsTON,  D.  C,  December  10, 1900. 

TESTIMONY  OF  PKOF.  EDWABS  WEBSTER  BEUS, 

Of  the  B-areaa.  of  Economic  iJwearcA,  Neie  York. 

The  commiaeioii  met  at  11  a.  m.,  Vice-ChAirman  PhilliiM  presiding.  At  11.05 
a.  m.  Prof.  Edward  Webster  BemiB  wae  introdnced  aa  a  witness,  and,  being  first 
dnly  Bwom,  testified  as  follows: 

■Q.  (By  Mr.  Litchman.)  Will  yon  kindly  give  yonr  full  name  and  poet-offlce 
address? — A.  Edward  Webster  Bemis.  My  post-office  address  is  Moimt  Temon, 
N.Y. 

Q.  Will  yon  give  yonr  profession  or  occnnation? — A.  For  many  years  I  was  in 
charge  or  associate  professor,  one  or  the  other,  aa  the  case  might  be.  of  political 
economy  and  Mstory  in  varions  institntionB  of  learning;  5  years  at  TanderbUt 
TTniverfflty,  8  years  at  the  University  of  Chicago,  and  3  years  at  the  Kansas  State 
Agricnltiu'al  College;  bnt  for  tjie  last  year  and  a  half  I  have  been  in  New  York 
in  association  with  Profeesor  Commons  and  one  or  two  others  in  the  organization 
of  an  independent  department  of  investigation  or  research  of  certain  monopolistic 
qne8tione,michasthose  we  ate  considering  to^ay.and  to  a  certain  extent  railroad 
and  tmst  qneetions. 

Q.  Is  there  any  name  to  that  association? — A.  We  call  it  the  Bnrean  of  Eico- 


Q.  In  this  stndy  and  these  investigations  yon  have  given  particnlar  attention 
to  the  ownership  of  what  are  known  as  pnbUc  monopolies  by  municipalities? — 
A.  Tes. 


resnlts  of  yonr  inveetigationa  in  that  Erection?— A.  If  the  commission  is  wulin 
to  indulge  me  a  moment,  I  think  before  directly  taking  np  the  results  of  mnnicipe 
ownership  I  will  intrudnce  the  subject  by  one  or  two  prolinunary  statements,  i 
want  to  bring  out  first  the  importance  of  the  subjectof  these  monopolies.  I  take 
it  for  granted  that  the  commission  rec^^nlze  that  competition  has  broken 
down  as  a  method  of  solving  the  street-rauway  question  or  the  ^as  question  or 
the  electric-liRht  question  or  the  water  problem,  and  probably  will  break  down 
shortly,  if  it  has  not  already,  in  the  solution  of  the  telephone  question.  Efforts 
have  been  made  inalmoat  every  important  city  in  this  country  to  have  competing 
companies,  and  in  every  instance  theexperiment  hasended,  if  it  began  some  time 
ago,  in  consolidation.  So  that  there  is  no  city  that  has  had  for  any  long  time 
competition  in  the  sapply  of  these  Bervices. 

Q.  (By  Mr.  Cokoer.}  Is  that  as  true  of  electric  lighting  as  it  is  of  the  other 
services  that  yon  name?— A.  It  is,  except  to  the  extent  that  individuals  are  able 
to  put  in  private  plants  in  their  ovm  building  sometimes  for  the  supply  of  light 
to  a  hotel  or  to  a  factory;  but  when  it  comes  to  conipetition  for  the  general  snp- 

()ly  of  electric  I^ht  for  a  city — street  lighting  or  general  honsehold  lighting— this 
s  true.  There  are  a  few  cases,  perhaps,  where  there  still  nominally  continue  to 
be  rival  companies,  bnt  in  most  cases  yon  will  find  they  have  a  tacit  agreement 
and  are  not  really  competing,  and  in  nearly  every  instance,  unless  the  competi- 
tion has  just  begun,  you  will  find  it  has  already  ended  in  actnal  consolidation. 

There  are  ^ood  reasons  why  this  should  be  trae.  The  economies  are  very  great 
In  consolidation — the  saving  of  ofBce  force,  the  saving  of  duplication  of  mains, 
service  in  the  street,  and  service  pipes  to  the  houses,  economies  in  the  collection 


of  bills.    When  3  companies  are  HKhting  with  one  another,  many  consumers  will 

avoid  paying  their  bills—transfer  from  one  company  to  another,  back  and  forth. 

Q.  Irecognize  the  theory  of  the  economy  of  it,  and  I  recognize  the  fact,  too,  so 


far  as  ^  these  public  utilities  are  concerned,  with  the  exception  of  electric  light- 
ing, where  my  information  and  observation  has  been  that  competing  comj)(mies 
do  exist  in  many  more  cases  than  in  the  case  of  any  of  the  other  public  uldlities 
or  service  that  yon  mention.— A.  Yes;  I  would  agree  with  ypn  that  tbatistme, 
but  tiie  tendency  there  is  also  toward  consolidation  very  rapidly. 

Assnming  that  these  are  either  monopolies  or  becoming  such  very  rapidly, 
there  are  special  reasons  why  they  shonld  be  very  carefnlly  inveet^ated.  One 
reason  is  that  the  problems  to  be  met  with  are  somewhat  similar  to  the  problems 
that  will  shortlybe  met  with,  and  are,  in  fact,  already  puzzling  us  in  the  attempt 
to  solve  the  steam-railroad  problem.  It  is  recognised,  I  suppose,  that  the  railroad 
problem  mnst  he  solved,  so  far  aa  it  relates  to  the  matter  of  tuscrimination  to  large 
shippers  in  the  form  of  secret  rates  and  rebates  and  in  the  wajra,  before  we  can 
grapple  directly  with  the  trust  question. 

Now  the  railroad  question  is  a  monopolistic  problem,  and  it  Is  tortnnate  that 
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betoK  we  hAve  to  tackle  it  we  are  able  to  look  to  a  line  of  numopoUee  whlcb  have 
dereloped  taxOu^  tbe  monc^iolistic  feature  tban  has  the  rulroad,  and  may 
lavn  many  lew(»iB  therein  aa  to  bow  we  ah^  have  to  approach  the  raUroad 


problem. 

That  ia  (me  exoeediufcly  importaot  reaaon  to  my  mind  why  we  need  to  stndy  it. 
It  we  find  mnnicipalitiea  able  to  regnlate  the  chargee  and  toe  service  of  ^aa  com- 
puiiea,  street-caUwar  cotnpaniea,  and  electric-light  plants,  that  wiD  famish  some 
mnt  ae  to  how  we  may  proceed  with  the  railroad  question.  U  we  find  they  are 
4ble  to  own  and  operate  theae  plants,  or  in  some  cases  sooceed  and  in  some  cases 
tail,  that  will  also  give  tis  hints  as  to  what  is  the  line  of  snggestioD  to  make  as  to 
tbermllroads. 

The  second  reason  why  I  think  all  these  qneetions  are  linked  tt^ether  is  that  in  the 
mnnirapal  monopoly  jHoblem  wa  have  Mem  the  same  euomums  consolidation  of 
cq4tal  and  the  concentration  oi  ownership.  For  example,  there  has  occurred 
reilently  apracticalconsoUdatiotiof  all  tfaegascompaoieeandof  all  the  dectric- 
Jigbt  companies  of  Greater  New  York,  and  these  two  enormous  lines  of  bosineas 
are  practically  owned  try  the  aame  syndicate,  and  the  eame  svdicate  also  baa  a 
contrcdling  interest  in  the  street  railways — a  consolidation  witn  capital  reaching 
op  into  the  hondreda  of  millions  of  dollars. 

Q.  (ByMr.  PhilufsO  WUlyonpleaaeataterighttherewho  are  the  principals 
in  uiis  syndicate? — A.  The  Consolidated  Qas  Compuiy  increased  its  etocc  in  July, 
1900,  to  180,000,000,  and  bon^t  nptfae  otiier  gas  and  electric-light  companies  of 
the  ci^.    Amtrng  the  trnstees  are  William  Rockefeller  and  WilUam  C.  Whitney, 


The  Dnited  Gas  ImproTement  Company  of  Philadeli^ua  has  testified  to  having  a 
controlling  interest  In  the  gaa  companies  of  over  40  different  cities,  some  of  them 
very  lane.    For  example,  it  has  leased  the  ^as  works  of  Philadelphia,  and  it  has 


a  controlling  interest  in  Jersey  City,  Dee  Homee,  Iowa,  Kansas  City,  Mo.,  Atlanta, 
Ga.,  and  many  other  cities. 

Q.  Is  that  composed  largely  of  the  same  people!— A.  X^argely  of  the  same  class 
of  pecqile — lugely  affiUutea,  although  I  did  not  wish  to  be  taken  as  saying  it  is 
exactly  the  aame  class  as  control  In  New  York.  The  New  York  companies  are 
practicallyaUnnderafBliatediaaiuigemeDtnow.  One  syndicate  owns  all  the  street 
railways,  bnt  the  cmmection  between  that  and  the  light  and  gas  companies  is  not 
fnlly  revealed  to  the  public, -bat  it  IB  eaid  by  brokers  to  be  composed  of  practically 
the  same  parties. 

^.  <^  Mr.  LiTCHMAK.)  They  are  practically  the  same  parties  that  have  the 
Umted  Gas  Improvement  Company  of  Philadalphia? — A.  Largely  so. 

Q.  (By  Hr.  FBtujpe.l  Also  at  Pittaborg?— A.  I  think  so. 

Q.  (^Hr.EsKNKDTO^Doeetbesameayndicate  own  the  elevated  railroads  and 
tbe  Metropolitan? — A.  The  sartace  and  the  elevated  roads  are  in  the  hands  of 
different  syndicates.  InChicagotheBorface  railroads  and  several  of  the  elevated 
have  at  times  and  doabUesBwiJl  be  again  owned  by  the  same  syndicate.  In  New 
York  there  is  a  separate  ownership  of  these  two;  bat  it  is  only  a  qaeBtion  of  time 
when  they  will  be  nnited.  President  Dolan,  of  the  United  Gaa  Dnprovement,  is 
In  many  of  ttie  large  street-railway  enterprises  of  the  EUdns-Widener- Whitney 
syndicate,  which  owns  the  street  railways  of  New  York,  Philodelpbia,  Chicago, 
ud  a  rafddly  increasing  number  of  other  cities. 

Tlieae  matters  I  will  not  attempt  to  give  you  in  exact  form  becanse  I  have  not 
attempted  to  prepare  it  in  that  form,  coming  here  in  considerable  haste,  bnt  will 
give  you  an  onUine  of  it  for  further  investigation. 

If  people  are  not  satisfied  with  the  price  of  gas,  and  think  they  can  go  to  electric 
light  as  a  solution,  they  will  find  themselvee  dealing  practically  with  the  same 
compai^-  This  is  true  all  over  the  country,  becanse  the  electnc-ligbt  interests 
aregettang  into  the  same  bands  in  a  given  locality. 

Toe  magnitude  of  the  problem  may  be  illustrated  in  this  way:  In  Hie  report 
which  ia  just  out  by  the  United  States  Department  of  Labor  there  is  given  the  cost 
of  tbepuldiclvownedwater,gas,and  electric-light  plants,  and  the  capitoIiEation 


the  sninmary  <rf  it  all  is  nearly  11,400,000,000,  while  President  Boach  of  the 
^nericanStreet  Railway  Association,  has  declued  in  his  annual  address  reoenUy 
to  his  Maooiation  that  the  cs^talisation  of  the  etreet  railways  of  America,  which 
are  altogether  in  pvlTate  hands,  is  even  greater  than  the  combined  capitalization 
of  the  water,  electrloU^t,  and  gas  companiee,  amonnting  to  $1 ,800,000,000,  or  a 
total  c^dtolisaticm  of  nearly  three  billion  and  a  quarter. 

Q.  Can  yongiTe  the  oompvison  of  municipal  ownerahip  and  private  ownership?— 
A.  Since  that  is  asked  for,  I  will  moitlon  it  now.  As  I  just  said,  of  the  street 
rulwaya  and  elevated  roads  which  were  included  in  this,  there  Is  no  public  owner- 
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■hip,  except  In  the  caaft  of  the  ftunons  Yftfltray  over  the  BpooUyn  Bridge,  hdA  tSuM 
is  ool;  a  short  road  of  1^  milee. 

Q.  I  spoke  particTdarlr  abont  (OectriclightB.-^A.  Iknov;  IVMoomingtothftt. 
The  report  of  CarrOU  D.  Wright,  which  is  the  most  complete  one  we  have,  and  1b 
jnst  oat,  givee  the  foUoving  ngtnrea  tritti  reference  to  electric  luting:  The  capi- 
talization of  the  pTiTatetv  owned  dectrio-Hriit  plants  he  gives  aa  jpU, 181,980. 
nievalneorcost  (d  tbe  pnblioly  owned  electitc-l^t  |tentBhe^Teeaa|ia,M3,eT7. 
So  that  the  actual  value  of  the  poblicly  owned  elisctric-light  plants  is  only  about 
Spercentof  the  par  value  of  the  stocks  and  bonds  of  tbe  {mvately  owned  Mecbrio- 
tight  idmts  in  America.  When  it  comee  to  jms,  the  disM<mOTtl<m  is  stfllffreater. 
l%e  capitaliiation  of  the  gas  works  privately  owned  is  1880,846,274,  wUle  the 
coet  of  the  pablic  gaa  plan  ta  direcfly  operated  by  innniciiMatiee  Carroll  D.  Wvight 
fflvee  as  $1,018,120.  When  itcomestowatcir.hoireTer,  the  proportion  la  reversed. 
There  the  capitalization  of  tlie  private  water  companies  is  <mly  abont  half  the 
value  of  the  public  plants.  The  flgoree  are,  tbr  (be  private  plaota,  f9S7,7S9,4S8, 
and  for  the  public  plants,  95I3,S5a.M6.  This  enormous  capitalization  of  the  pri- 
■vate  plants,  however,  does  not  mean  that  the  cost  of  conHtruction  is  as  much 
greater  than  that  of  the  pnbliclv  owned  plants  as  the  comparison  of  thene  figures 
would  indicate.  The  pnblic  plants  are  given  on  the  basis  of  their  cotst  of  oon- 
Btruction,  while  the  private  plants  are  given  here  as  they  are  capitalised,  and  therf 
are  capitalized  on  the  bapia  of  their  eunlng  power  nsnally. 

The  connection  is  verv  sUgfat  between  cost  of  ctnutmction  and  evning  power 
In  these  monopolies.  Toe  bonds  frequently  win  cover  the  cost  of  construction, 
and  the  stock  represents  nothing  but  l;be  franchise  value  or  the  hope  of  additional 
earnings.  There  is,  in  fact,  a  growing  tendency  to  the  increase  of  water  in  the 
stocks  of  these  monopoliee.  They  have  always  had  a  tendency  to  overoapitaUze, 
because  it  deceived  the  pnblic  as  to  their  profits  inthe  first  place,  and,  in  the  second 
place,  there  is  a  peycholoKical  reason  (,-■■"■•■• 
of  4  per  cent  stock  than  tn^  will  for  o  . 
idea  that  if  the  stock  is  payine  B  per  cent  that  it  may  be  fictitious  and  tJiat  it  will 
not  last.  It  looks  like  too  high  a  profit.  Tfa^  judge,  perhaps,  from  oompetttive 
bnsineBs,  or  they  think  there  may 'be  a  possirai^  of  a  demand  by  the  public  for  a 
reduction  of  charges,  while  4  per  cent  looks  very  moderate,  or  even  6  or  S  per 
....      «. ■xkwill     "■--"-  -'"---  '^  _-_.^-_._^__„ ,_^,__. . 


arisen  daring  the  last  few  years.  The  directors  of  some  of  theee  enterprises  are 
more  and  more  banking  syndicates;  or  banking  syndicates,  if  not  directors,  have 
a  large  inflaence  in  the  management,  and  theee  banUng  syndicatee  want  a  profit 
on  ^e  floating  of  this  stock,  and  the  larger  the  stock  issues  the  larger  the  ocnu- 
mission  to  them. 


Q.  As  promoters?— A.  Aspromoters.  ThisBtMementhasoometomefrommen 
very  high  up  in  corporate  management,  and  they  say  it  has  not  been  very  much 
'onoerstood  hitherto.    There  has  come  about  a  financial  motive  te  ttie  prmnoters 


of  these  enterprises  to  overcapitalize. 

Now,  as  an  illustration  of  the  extent  to  which  this  has  gone,  I  may  remaricthat 
In  the  case  of  street  railways  we  have  some  figures  of  comparison  from  Uaflsa- 
chasetts.  In  that  State  there  has  been  a  restriction  on  overcapitalization  through 
the  action  of  State  laws  operating  now  since  1885,  and  which  have  prevented 
the  MaasachnBetts  companies  from  increasing  their  capital  stock  since  1885, 
except  where  it  was  directly  for  improvements  and  extendons.  To  be  sore  there 
has  heen  an  evasion  of  the  law  by  outside  companieH  gstting  hold  of  the  Boston 
companies  late^,  but  I  am  speaking  now  of  the  direct  Massat^naetta  c<nnpaiiJeB, 
inclnding  the  Boston  companieB,  aa  they  stand  before  the  cornmiesion;  tnat  is, 
taking  the  stock  of  the  MWachasette  companies  that  baa  been  authorized  and 
issued  according  to  the  Massachusetts  law,  I  am  not  speaking  of  the  certificateB 
based  on  the  Boetongas  companies  and  iasned  by  variona  New  Jersey  and  Delaware 
tmst  companies.  Wehavethesefignres  inthecaseof  street  railways.  The  aver- 
age capitalization  per  mile  of  tracli — not  of  line  bnt  mile  of  sln^e  track — in  1897 
(and  it  isabont  the  same  now)  in  Massachusetts  was  $44,688.  That  was  the  actual 
par  value  of  the  stock  and  bonds  per  mile  of  track  in  the  Hassachnsetts  roads.  In 
the  rest  of  the  conntry  it  is  over  twice  that  per  mUe  of  track,  althoruli  the  nam- 
ber  of  care  and  the  amonnt  of  traffic  per  mile  of  track  for  the  rest  of  the  conntry 
is  no  greater  than  in  Uassachusetts.  Taking,  for  example,  a  gi|pnp  of  States  in 
the  center  <tf  the  conntiy— OMo,  bidiana,  UllnoiB,  Ulchigan,  WisconRin,  Bfinne- 
sota,  Iowa,  Uissouri,  and  Kentucky— the  whole  group  had  8  years  ago  precisely 
Ok  same  number  of  cars  per  mile  of  track  (8.T8)  that  the  MMBachnsgHa  roaffi 
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had.  and  yet  they  were  cwitaliaed,  not  for  $44,683  T»er  mile  of  track,  but  for 
|B1,500  per  mile  of  track.  In  another  gronp — New  York,  New  Jereey.  Pennsyl- 
vania, Delaware, Mairlaod,  Virginia,  weet  Virginia,  and  the  Dietrlct  of  Golmn- 
Ua — th^had23  per  centmoreoanper  mile  of  track  (4.56),  bat  instead  of  having 
a  capitaUzation  of  10  or  16  per  cent  mor»— beoaose  tiie  oatntaUcatKm  iroold  n^ 
Increase  propcn^ionately,  the  need  of  capitallzaticn  wonld  not  increase  propoi^ 
tlcnat^y  wiui  the  Increase  in  the  number  of  cars— they  actoally  bad  a  capital  per 
mile  (^  track  of  $188,600,  or  over  three  times  as  much  as  the  MassachnsettB  roads. 

The  capitalization  i     ' '    "" 

above  HlssiBnn>i  vi 
named  it  was  |l68,f 

As  an  illastration  of  how  tliis  thing  soes  on  we  have  an  interesting  case  in 
Chicago.  In  18S8, 1  think  it  was,  the  Untnal  Fnel  Gas  Light  Conqjany  of  Hyde 
Park,  which  was  an  ordinary  gas  compsny  for  Ugbting  as  well  as  fnel,  sold 
ont  to  the  People's  Oas  Company  of  Cbioago.  ^I%iB  mntnsd  company  was  only  a 
few  years  old.  Its  stock  amounted  to  only  |3.69  per  tbonaand feet  of  annnalstues 
and  it  bad  no  bonds,  and  it  made  areport  of  what  its  tangible  assets  were  which 
they  had  accmnnlated  from  enrplns  profits,  and  tiiey  claimed  for  tits  whole  98.80, 
bnttbey  soldont  to  the  People's  Oas  Oompany,whichnowembraoee  all  Gfaica«>, 
with  one  little  exceptios,  and  on  the  baais  of  this  fQ  per  thonssmd  feet  of  stocks 
and  bonds  were  issned.  That  is,  the  capitaUzation  was  more  than  donbled-^t 
was  practically  trebled.  The  average  caintalisation  of  tbe  gas  coanpanies  of 
Chicago  is  abont  $9  per  thotisand;  and  Hiat  is  about  whsrt  it  is,  generally  speak- 
ing, in  all  large  cltiee,  whereas  (3  to$4  per  thonsand  feet  is  thought  to  be  ample  for 
the  real  stmctnral  valoe. 

Of  covrse  this  c^tatization  is  rendered  posrible  by  the  monopoUntic  character 
of  the  entenriee  and  the  enormoos  profits  nuy  can  earn  on  the  structural  valne. 
This  Mutual  Fuel  Oas  Light  Company  of  Hyde  ^rk  was  seUinKgaa  for  fnel  pnrpoeea 
for78centBpTlortotbetransfertothePeople'BCompany.  The  same  company's 
charge  for  lighting  was  $1 ,  wiQi,  I  think,  a  little  disconnt  for  prompt  payment. 
Tbe  average  charge  was  87  cents,  ^ley  made  a  statement  in  the  annual  report 
_•■,.___■__.  __^  .__,_^^__^ ^„, — .^.,_^ — :,=^^__^___  ^_ V-they 

ksS7.45 
ie$3.80 

^ . .. „ ,  . ^rcent 

,n  their  stock,  they  could  have  sold  for  67.5  cents  instead  of  for  87  cents.  The 
price,  however,  lULB  been  raised  to  $1  since  the  consolidation  with  tbe  Peoide'e  Com- 
pany. That  is  the  usual  price  now  in  Chicago,  and  this  and  higher  prices  prevail 
nearly  in  all  parts  of  the  country. 

Q.  (ByHr.  Cokoeb.)  I  wouldlike  to  ask  if  it  is  not  a  fact  that  the  cost  of  coal 
ana  of  other  material  which  the  gas  companies  use  for  the  ntaking  of  gas  boa 
materially  increased  in  the  last  year  or  18  months?— A.  Yes;  it  has. 

Q.  9o  tbe  cost  of  gas  at  present  would  be  greatly  in  excess  of  the  figures 
named?— A.  It  is  somewhat  in  excess,  bnt  tbe  diOerence  is  not  as  F^at  as  it  would 
aeem  to  be  at  first,  because  if  it  is  coal  gas  and  coal  goes  np  a  doUar  a  ton  it  only 
raises  the  cost  10  cents,  because  a  ton  of  coal  will  make  about  10,000  feet  of  gas. 
Wttii  tills  rise  in  the  price  of  coal  has  in  most  cases  come  a  rise  in  the  price  of 
residnals,  such  as  coke  and  tar  and  ammoniacal  liquors,  which  cnta  off  abont  half 
the  effect  of  the  rise  in  coal,  leaving  tbe  net  additional  cost  when  coal  is  used  of 
only  from  6  to  T  cents  per  thouBand  feet. 

<j.  Has  not  the  cost  of  other  raw  material  that  thm^nse  in  making  gas  also 
risen? — A.  I  was  speaking  then  of  a  coal-gas  plant.  Where  they  nee  water  gas 
there  are  other  constituents.  They  use  a  fittie  coal  or  coke  and  they  use  oil.  Oil 
has  also  risen.  Four  or  6  gallons  of  oil  is  used  for  a  thousand  feet  of  ^as,  accord- 
ing to  the  candlepower.  ui  tbe  West,  wewlll  say  they  have  been  gettmg  their  oil 
for  2  or  8  cents  a  gallon  for  crude  oil— that  is, in  theObio  district.  Ariseof  BOper 
cent  in  that  means  a  rise  of  only  1  to  If  cents  per  gallon,  or  a  rise  of  6  or  8  cents 
per  thousand  feet  in  tbe  making  of  ms.  But  tbe  last  time  I  examined  the  situ- 
ation, last  June,  when  1  was  employed  to  do  that  by  the  city  of  Springfield,  UaBS., 
I  found  that  oil  had  fallen  again  and  was  not  much  higher  In  June  tiian  it  had 
been  2  years  ago.  I  was  ont  at  Toledo  and  got  the  oil  quotations  there,  and  at 
ntnsviJle  and  found  crude  oil  had  fallen  to  nearly  what  it  was  3  years  ago. 

g.  (By  Ur.  Pbiujps.)  It  has  fallen  somewhat  since  that?— A.  Yes. 
I  CaiTol]  D.  Wrist's  r^^iort,  which  has  already  been  referred  to,  he  ^ves  the 
oost  of  the  manutacture  oi  gas  for  several  hundred  gas  companies  which  were 
irilUng  to  allow  him  to  see  their  flgoree  provided  he  would  not  reveal  the  names 
ut  the  companies;  you  will  find  in  fooking  that  over  that  they  admit  that  tbe  cost 
at  putting  their  gas  in  t^  burner  in  the  larger  oompanies,  aside  from  taxes  and 
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depreciatioD,  was  onlf  about  46  tents&ttlie  tinielieiiiadetaiBiiirestiKatioii2  7ean 
tteo.  AddisR  sa;  Q  centa  for  taxes  and  7  cents  for  depreciatioD  yon  Erring  it  up  to 
58  cents.  Add  to  that  a  profit  of.  Bay,  7  per  cant  on  tlie  stractaral  raloe  of,  aaj,  |4 
perthoii8andfeet,andTonwillbrliieit  up  toedcents.  CanollD.  Wright  reacliea 
the  same  thing  in  anotiier  wa^,  and  reacnea  about  the  same  fignre  for  the  boger 
^companies  ae  the  cost  inoladin^  all  these  itema.    But  the  average  Tvice  of  QMse 


large  companieB,  producing  over  000,000,000  feet  a  year,  ib  |1.1S,  or  24  cMite  more 
than  the  abore-nuned  coat — fl.l4  for  the  average,  I  wonld  sav,  is  charged  by  half 
of  the  companiea  be  investigated  having  sax  ont^nt  of  over  100,000.000  feet  a  year. 


ing  of  the  smaller  citiee,  where  there  is  not  so  moch.  I  might  add  a  word  there 
In  regard  to  the  same  possibility  in  street  raUwaya  by  this  consolidation. 

Q.  (By  Mr.  Fabquhar.)  Have  yon  any  knowledge  of  what  the  bonds  and  stock 
were  sold  for  at  the  initiation  of  any  of  these  plants?— A.  I  have  looked  it  ap  in 
some  cases.    E  have  not  the  exact  figores  with  me. 

Q.  Have  yon  any  approximation  B^nt  it  in  your  own  mind? — A.  Icannotgive 
any  one  company.  I  can  give  yon  the  general  aitnation  that  prevailed  in  many 
of  them.  They  woold  go  to  the  broker  and  make  arrangemencs  with  him  tliat  U 
he  wonld  float  their  bonds  he  conld  have  a  large  block  of  the  stock  as  a  bonos, 
and  a  commission  on  the  whole  transaction.  In  order  to  get  the  capital  many  of 
these  companies  do  this,  and  find  a  necessity  in  a  way,  rnnntng  things  as  they  do, 
to  overcapitalize,  bnt  they  go  beyond  any  necessity  of  the  matter  for  the  reasons 
that  I  gave  above. 

(J.  What  do  yon  mean  by  overcapitalize? — A.  I  mean  that  the  stock  they  Issue 
is  in  excess  of  the  cash  that  is  received.  In  Uassachnsetts  the  law  does  not  allow 
them  to  iseoe  stock  or  bonds  except  in  the  open  market  for  cosh  received.  They 
can  not  give  bonuses  that  way. 

O.  That  does  not  prevail  in  the  other  States?— A.  In  the  other  States  there  is 

Q.  Sappoee  yon  have  a  shrinkage  in  the  first  secnrities  put  out  of  IS  per  cent, 
wonld  yon  not  put  the  16  i>er  cent  on  the  next  stock  to  cover  it? — A.  There  Lb,  am 
I  indicated  a  moment  ago,  a  very  great  temptation  to  do  that. 

t.  Is  there  not  a  positive  necessity  for  it?— A.  It  is  possible  in  Hassachnsetts 
oat  their  stocks  without  it,  where  the  law  prevents  it  and  I  think  if  possible 
there  it  would  be  possible  elsewhere. 
Q.  The  ehrinkt^^  that  is  sustained 

company — is  it  not  fair  that  that  ahri „ _^  _^ 

stock  over  and  above  the  par  value?  Ton  are  not  floating  your  stock  at  v 
any  new  enterprise. — A.  In  most  cases,  if  they  were  not  allowed  to  capftauoe 
beyond  the  coet  of  their  plants,  I  do  not  think  they  wonld  find  it  so  difilcnlt  to 
sell  their  securities  at  par  and  a  great  deal  above  par.  There  is  now  much  busdI- 
cion  of  there  being  a  great  amount  of  water  in  their  stock;  bnt  if  companies  woidd 
issne  stock  only  for  cash  equal  to  the  par  value  of  the  stock  or  to  the  market  value 
when  above  par,  their  ability  to  maKe  money  is  so  well  appreciated  that  their 
stock  woold  sell,  I  believe,  at  a  great  premium — if  it  were  not  known  that  they 
were  so  badly  inflated.  But  if  yon  come  to  the  case  of  a  small  company  in  a 
small  place,  where  it  can  not  sell  its  stock  at  par,  your  question  then  is  a  more 
difficult  one,  but  in  that  case  it  wonld  be  better  to  sell  the  stock  at  auction  for 
what  it  wonld  bring.  Of  coursevou  have  to  sell  enough  stock  or  bonds  to  get  the 
money  to  construct  the  plant.    Tnatistme.bnt  I  would  not  givestockiu  the  form' 


the  whole  thingwoald  coet. 

Q.  (By  BIr.  Phillips.)  Is  it  a  fact  that  a  large  per  cent  of  these  companies  issne 
preferred  stock  to  the  full  amount  of  the  value  of  the  plants  they  take  in  and  the 
common  stock  as  a  bonne,  and  the  common  stock  is  frequently  larger  than  the 
preferred  stock?— A.  Yes;  andfreqnently  the  bondsrepreeentalltbecost,  and  both 
the  preferred  and  common  will  represent  nothing  but  earning  power. 

I  was  going  to  compare  the  street  railways  and  the  steam  railways  In  this  matter 
of  capitalization.  We  read  a  good  deal  aoont  the  overcapitalization  of  onr  rail- 
roads. Two  vears  ago,  when  1  made  a  special  study  of  this,  I  fotmd  the  steam 
railroads  of  tne  country  were  ot^tltolized  at  |U,610  per  mile,  but  the  street  rail- 
ways are  capitalized  for  100,000  per  mile,  one-third  more  than  the  steam  railroads. 
They  do  not  have  to  pay  for  rights  of  way.  They  do  have  to  pay  somewhat  more 
for  powerhoneee,  but  it  if u— -l,_  _t_.L__  .i_  ._._,___..__       .    


tion.    The  reason  that  this  stock  can  be  floated  becomes  evident  when  we  aee  the 
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Income.    The  net  incxnne  above  operfttiiig  expenaee  per  mile  of  road  is  over  50  per 
cent  greater  in  tbe  street  railwaya  than  in  st«am  raUwayB.    The  net  income  of 
Bteam  raOroads  that  yoax  was  98,050  per  mile,  and  in  the  case  of  street  rallwayB 
it  was  tt,800  per  mile. 
Q.  (Br  Mr.  ExKREDT.)  Toti  mean  mile  of  road?— A.  Uile  of  single  track,  I 


mean  to  ny.  The  entire  passenger  receipts  on  the  street  railways  are  half  a 
moch  as  the  entire  paaeeiuier  earungs  of  all  the  steam  railroads  of  the  oonntrr, 
namely,  abont  $160,000,000  on  the  street  raUways  and  a  little  over  |300,ODO,000 


passenger  eamtiigs  on  the  steam  railroads. 

So  the  iffoblem  that  confronts  the  investigatioii 
that  cDnnects  itself  with  tmsta  and  railroads  as  far  as  ooncems  overcapitalisation 
and  concentration  of  ownership. 

Then  another  thing  nanally  opeTate»— that  of  secrecy.  There  is  great  Becretive- 
nesB  in  the  organization  of  these  ctmipaniee.  Even  the  United  States  Ctovem- 
ment  has  not  ventored  to  pnblish  the  names  of  the  private  companies  from  which 
it  got  retams  as  to  the  cost  of  operation  of  gas  and  electric-Ught  companies;  that 
is,  they  conld  not  get  this  information  from  these  pablic  monopoUee  except  under 
ttie  pledge  of  absoTnte  secrecy. 

Q.  la  not  that  the  course  the  Qovemment  has  to  pnrsne  in  getting  information 
from  many  other  corporations— mannfactoring  corporations,  6tc.?-~A.  Yea;  bnt 
it  strihee  me  there  ongfat  to  be  a  difference,  because  of  the  different  natnre  of  the 
bnsinees,  where  monopolies  like  the  railroads  get  the  right  to  exist  from  the 
State,  the  right<^  eminent  dtmiain,  the  right  to  nse  the  streets  and  highways,  and 
which  in  fact  are  recognised  as  qnasi-pnblic  corporations.  It  seems  to  me  the 
pecntle  have  a  right  to  demand  publicity,  and  that  is  one  of  the  points  I  wish  to 
make  a  little  later — the  importance  of  nnif  ormity  of  acconnts  and  publicity  in  the 
case  cd  these  monopolies  and  in  the  case  of  mnnicipalitiee  also. 

Thus  I  have  attempted  to  show  the  reason  why  these  matters  should  b 


is  more  secrecy  than  there  is  even  in  the  railroad  question,  and  one  which 
will  directly  help  to  solve  the  railroad  question  and  point  the  way  to  other  things. 

There  have  been  various  attempts  to  solve  the  municipal-monopoly  problem. 
One  method  allows  these  companies  to  remain  in  private  bands  and  attempts 
through  city  and  State  action  to  regulate  them;  another  method,  direct  public 
owneraMp  and  operation.  There  is  a  third— ownership  without  operation,  where 
the  State  or  city  owns,  we  will  say,  the  track  or  the  pipes  in  the  streets.  There 
is  scarcely  any  of  that  in  America,  however,  and  in  England  it  has  been  almost 
entirely  confined  to  street  railwajrs,  or  tramways,  as  they  call  them  over  there, 
and  has  not  been  altogether  satisfactory  except  as  a  stepping  stone  to  public 
ownership.  I  am  inclined  to  think — and  in  thai  I  differ,  I  Imow,  from  some  who 
favor  the  step  very  strongly — I  am  inclined  to  think  there  are  engineering  reasons 
(or  having  tne  ownership  and  operation  united,  especially  where  the  sncceaaful 
operation  requires  constant  readaptation  of  the  roadbed  or  of  the  mains  in  the 
streets;  and  tbey  are  coming  to  tnat  conclusion  in  England,  and  are  entering 
direct  public  ownership  and  operation.  A  good  many  in  this  conntry  are  begin- 
ning to  regard  pnblic  ownership  and  private  operation  as  a  very  good  method  of 
satisfying  the  conditions  of  the  problem.  Althoogh  I  do  not  consider  it  ideal,  it 
would  probably  be  an  improvement  on  the  present  system,  especially  if  financed 
as  the  rapid  transit  road  now  under  constmction  beneath  the  streets  of  New  York. 

There  are  only  two  placee  in  the  world  where,  I  think,  we  have  any  large  degree 
of  pnUlo  regulation  of  private  ownership.  liie  two  countries  which  nave  at- 
tem^ed  to  regulate  private  management  wiUioat  directly  owning  are  England 
and  Uassachnsetts.  In  both  conutries  a  considerable  measure  of  enccesa  has  been 
attained.  I  have  already  referred  to  the  snccesa  in  Massachosetts  in  preventing, 
to  some  degree,  overcapitalization. 

Cj.  Do  you  intend  to  describe  that  method?— A.  I  can  describe  it  if  desired.  I 
might,  perhaps,  stop  a  moment  to  do  that.  The  law  in  Haesachnsetts  has  created 
two  commissions,  one  a  street-railwayand  railroad  commission  and  the  other  the 


details  of  cost  in  the  electric-light  and  „  . 

criticised  for  that,  but  their  friends  defend  it  on  the  ground  that  the  public  is  not 

yet  snfBcienUy  Interested  in  the  sabject  to  enforce  it  against  the  oojectionB  of 
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the  companies;  trat  the  commiflnon  gather  quite  fnU  data  for  their  own  nae. 
haa  the  right  to  even  prescribe  the  methods  of  bookkeeping  to  these  oomm — ' 
bnt  thermiTe  not,  bo  far  as  I  canleara,  exenneod  that  toanvconaderabledi 

They  have  the  right  to  send  their  anditors  to  these  companies  and  examfaie 

booAB.  They  do  that  eometimea  when  Uiere  is  complaint  as  to  charffeo.  llieee 
commiasione  claim  to  be  jndicial  bodiea.  They  do  twA  look  around  and  see  that  a 
company  is  charging  too  mndi  for  its  services  and  ordra"  a  rednction,  bnt  they 
wait;  and  the  law  unfortunately  e^>ect«  diem  in  moet  caeee  to  wait,  I  think, 
although  they  are  at  liberty  in  their  reports  to  give  more  data  and  be  more  aggree- 
sive  than  they  are.  But  thOT  are  not  snppoaed  to  take  any  direct  action  nulesa 
there  la  complaint  by  either  the  public  olBcials  of  the  city,  mayor  and  council,  or 
by  SO  consumers;  at  least,  that  is  the  cose  with  gaeuid  also  electric  liglrt;  andtiwn 
a  hearing  is  ordered,  and  all  the  evidenoe  ia  brought  in  by  the  complainant  that  he 
dedres  to,  and  the  commisdon  makds  further  investigation  of  the  books  of  the 
company  so  far  as  it  desires. 

The  resnlta  I  have  «^ilained  somewhat  at  length  in  a  book  on  municipal  monop- 
olies, published  in  the  spring  of  1890. 

Q.  (By  Ur.  Phillips.}  How  do  they  enforce  their  dedsions—lins  commission?— 
A.  If  their  decision  is  not  obeved,  they  can  appeal  to  the  attomey^neral  and  to 
the  iMrialature,  and  the  legislatnre  may  make  special  orders,  l^ere  are  some 
penalaee  in  the  law  Itself,  and  the  legislature  can  make  special  penaUaee  for 
special  instances.  There  had  been  no  appeal  against  a  deoision  of  tneee  oonuniB- 
aons  for  a  number  of  years  tmtU  tbe  HavCThiU  gas  decision  last  year,  and  that 
appeal  has  been  taken  to  the  United  States  courts  on  the  ground  that  HiB  cotnndft- 
sion  reduced  the  price  too  much. 

^.  (Bv  Mr.  LiTCHH jVN.}  I  think  it  would  be  well  for  3^u  to  speak  of  tiie  pro- 
vision of  the  Massachusetts  law  that  prevents  mmiicipal  aoqnisttion  of  electric- 
light  and  gaa  plants  without  first  pnrchasing  the  private  pluit  already  exisdng, 
if  one  does  exist. — A.  Yes;  that  is  very  important.  The  people  in  Massachusetts, 
I  was  Kptn^  to  say,  were  not  altogether  satufled  with  the  working  of  this  commis- 
sion. 1  think  the  sentiment  is  taiat  the  ccnmussion  has  done  good,  bnt  there  is  a 
rapidly  growing  demand  to  proceed  another  step  and  undertake  to  directly  oper- 
ate many  of  ttiese  plants.  In  fact,  there  are  a  considerable  number  of  munici- 
palities that  have  undertaken  municipal  operation  of  dectric-lightiiur  plants  in 
Massachusetts,  and  there  are  three  comparatively  small  places — luodleboro, 
Wakefield,  and  Westfield— tfaat  have  done  the  same  in  gaa,  tint  they  have  been 
slow  about  going  into  it  in  Massachusetts,  because  the  law  of  purchase  is  such 
that  they  must  bny  out  tbe  existing  plants,  which  it  seems  to  me  would  be  entirely 
fair,  if  the  law  fixed  tbe  price  at  the  original  cost,  less  depreciation — that  is,  at 
the  structural  value  of  tiie  plant,  or  even  at  that  pins  10  or  20  per  cent,  or  whst- 
erer  may  be  decided  upon  as  a  reasonable  addition  to  cover  the  possibility  of  error 
and  to  be  liberal  with  the  oompany.  Instead  the  law  provides  that  the  conrt 
shall  select  rriereea  to  determine  tbe  price,  and  the  law  seems  to  imply  that,  while 
they  shall  not  take  account  of  the  probable  increasing  of  earnings  that  shall  come 
wiu>  tbe  growth  of  tiie  oHy,  Qiey  are  to  take  account  of  the  existing  eamlngs. 
Practically,  therefore,  these  referees  fix  a  price  based  on  present  earning  power. 
Now  tbe  State  has  the  right  in  Massachusetts  to  rednce  charges.  Bnt,  altbongjt 
it  has  that  right,  it  provides  that  the  cities  must  buy  those  companies  as  thon^ 
that  right  did  not  exist — that  is,  as  if  they  conld  always  continue  to  charge  tbe 
existing  rates;  and  there  is  a  growing  demand  in  MaBsachusetts  for  some  amend- 
ment in  tbe  conditions  of  purchase.  There  is  alao  a  feeling  that  the  cmnmlssian 
should  take  the  public  more  into  its  confidence  in  the  publication  of  Tesnlts  that 
it  gathers  from  the  reports  of  the  companies  as  to  the  cost  of  operation.  I  was 
employed  recently  in  the  case  of  the  City  of  Springfield  v.  The  GwUght  Compamr 


ben>re  the  commission,  and  although  a  good  deal  of  information  was  fumished, 
the  commission  would  not  order  the  company  to  report  what  it  wae  paying  f 
coal  or  oil,  although  it  was  conceded  and  claimed  by  the  company  that  that  n 


a  vital  matter,  as  it  would  prevent  their  making  a  reduction  in  the  price;  yet  the 
public  was  not  allowed  to  know,  or  the  mayor  or  the  attorney,  except  as  we  could 
guess  by  studying  the  situation  in  the  neighborhood.  Now,  it  is  held  in  Msasa- 
chusetls  that  this  is  too  ereat  a  degree  of  conservatism  and  that  there  should  be 
absolute  publicity  as  to  all  points  germane  to  the  issues  at  huid. 

Q.  Can  you  speak  of  any  instances  where  purchase  has  been  attempted  by 
municlpalltiee  and  this  provision  Kd  the  law  has  operated  to  the  detriment  of  the 
municipality?— A.  There  are  several  cities:  Chicopee  Falls.  Chicopee,  and  Qlon- 
cester.  But  there  are  several  others  in  the  eastern  part  of  Maasachuartts  ttaat 
complain  that  they  paid  verv  high  prices  for  properties  that  were  worth  practically 
notung  but  for  a  Junk  pile,  and  that  they  had  to  throw  away  nearly  all  tte 
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plaate  after  tbey  bought  them,  Blthoo^  thej  had  paid  not  only  what  the  plant 
cost  origin&llj'bntinexceeBof  it.  BntlBtUluiinkthe  Haarachnaettecommusion 
has  gtven  ns  some  valuable  leMons,  and  has  sone  a  long  way  toward.  Becoring 
the  publicity  which  is  needed  even  under  pnolic  ownerahip.  They  have  com- 
pelled both  the  municipBl  and  the  jnivate  plants  to  keep  their  books  according  to 
ute  directiiM)  of  the  commiaaion,  and  to  make  uniform  reports.  I  b^eve,  if 
aoTthing,  tliey  CMitrol  the  municipal  bookkeeping  quite  as  much  as  they  do  the 
prfnrte. 

n  be  any  mcresse  of  capitalisation? — A.  Yee. 

In  England  there  is  great  interest  in  r^ulation;  but,  after  all,  the  tendency 
toward  public  ownerdup  la  proceeding  with  great  rapidity,  more  bo,  if  anything, 
than  here. 

In  England  r^ulation  mostly  takes  the  form  of  bills  in  Farliunent  at  the  time  the 
cmnpany  is  started,  or  subaequent  tnlla  whenever  the  company  wants  to  increase 
stock  and  bonds.  The  companies  in  Englmd  can  not  increase  their  capitalization 
without  special  permits,  and  they  are  only  allowed  a  permit  for  such  an  increase 


as  tiie  wants  of  the  company  at  that  time  call  for.  As  the  plant  grows  with  the 
growUi  of  the  commoni^,  they  have  to  come  to  Parliament  again  in  10  to  2a  years 
for  another  grantof  power.    They  can  not  even  buy  on  extra  foot  of  land  without 


accooDte— a  public  audit  of  many  of  these  private  companies  by  centraJ  boards. 
Not  in  all  caaee,  bnt  take  electric  lighting;  m  electric  lighting  the  private  com- 
paaiea  have  to  snbmit  their  complete  returns,  and  I  think  their  accounts  are  anb- 
ject  to  examination  by  the  board  of  trade.  These  reports  are  not  published,  bnt 
are  accessible  to  anybody  who  wonts  to  go  there,  ana  are  practically  published 
every  week  as  they  are  made.  The  accounte  of  municipalltiee  are  very  carefully 
suited.  There  are  two  independent  sets  of  auditors,  an  auditor  elected  by  the 
city  couitcil  and  an  auditor  elected  at  large  by  the  people,  and  these  are  a  check 
on  th»  other.  The  English  auditor  seems  to  have  a  greater  reputation  to  main- 
tidn  than  tisewhere,  and  they  are  very  independent.  They  are  almost  a  fourth 
body — a  fourth  cc^  in  the  wheel  of  government.  A  very  admirable  illustration 
iqwared  of  this  laat  month  in  the  olty  of  Mancheeter,  England.  One  of  the  city 
ramtorsin  anditjugan  account  came  to  the  conclusion  that  the  head  of  the  board 
(^alden)ien,Ur.  Eugginbottom,  whohad  been  asked  by  the  city  council  to  be  their 
Lord  Uayor  forthe  next  year — Hr.  Hig^inbottom  was  denounced  by  the  auditor 
in  a  pnbuc  statement  to  the  council  giving  all  the  details,  to  the  effect  that  in 
aiMHting  the  accounts  of  the  electric-light  and  tramway  companies — plants  owned 
hf  the  oity — he  found  Mr.  Higginbottom  was  Interested  financially  as  a  director 
Ir  cm-tain  companies  that  supplied  electrical  machinery  to  other  companies  that 
kod  contracts  to  construct  tiock  and  miles  of  wire,  and  so  on,  for  the  city.  That 
night  not  look  to  an  American,  who  is  accustomed  to  tax  worse  things,  as  being 
very  dishonest,  because  the  contracts  always  went  to  the  lowest  bidder,  and  there 
was  no  evidence  tiM  any  Injory  had  been  done  to  the  manicipallty.  Neverthe- 
less, Hr.  Higginbottom  was  immediately  forced  by  public  opimon  to  resign  from 
tlu  council,  giving  up  his  hope  of  being  Lord  Uayor,  and  was  retired  forever  to 
wivate  life;  uid  tde  council  paaaed  a  reaolution  that  they  considered  it  easential 
to  Ae  development  of  municipal  activity  that  no  city  offlcial  should  be  found 
In^bractly  interested  in  any  c<Hitract8  for  the  city  while  he  was  an  official.  Now, 
the  aadJtor  rendered  that  pOMdble.  He  knew  the  facts  and  was  independent 
enoorii  to  bring  them  out.  The  great  lesson  we  get,  I  think,  from  the  attempted 
r^nuttlon  of  ueee  things,  both  in  England  and  Maiwachnsetts,  is  the  importanee 
of  publicity,  the  imporbince  of  public  accounting  which  shall  control  both  the 
municipalities  and  tne  private  companies  fnmishing  these  quasi-public  lines  of 
work.  I  may  say  that  in  England  the  central  governing  body,  the  local  govern- 
ment board,  audits  the  coani?  reports,  and  thoee  of  the  poor-law  gnardiana.  The 
reporte  of  the  monicipalitieB  are  not  directly  audited  as  yet  by  any  central  body, 
but  the  demand  for  it  seems  to  be  growing,  although  there  is  not  so  much  need 
of  it  there  as  here,  because  these  locally  selected  auditors  that  audit  there,  with 
aU  HuAi  independence  and  nowers,  seem  to  preserve  the  English  cities  from  abnees 
that  exist  here.  We  need  it,  and  I  want  to  call  attention  to  the  great  work  that 
Is  being  done  in  Wyoming,  which  is  the  only  State  in  this  country  which  has 
attenmted  to  audit  aU  municipal  and  county  accounts.  All  acoounte  of  all  the 
counties  and  subordinate  local  bodies  in  the  State  of  Wyoming  have  to  be  audited 
hf  the  State  auditmr,  who  prescribes  their  methods  ot  bookkeeping,  and  many  oseo- 
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ciatioiis  In  this  oonnbr,  like  the  American  Economic  Associatioii  and  the  New 
England  Waterworks  Aseociatlon  and  the  street-railway  and  electric-light  aasocia- 
tions  and  othen,  are  all  moving  in  that  direction.  Hanv  of  them  have  already 
indorsed  the  demand  for  at  least  a  pnblic  andi  t  of  manicipu  work — and  the  demand 
is  also  growing  for  similar  publicity  with  reanrd  to  all  these  local  monopolies 
eTen  when  in  private  hands.  I  was  very  moch  impreeeed  with  its  imporbuice, 
when  some  3  years  ago  I  was  asked  to  go  to  Albany  to  asBist,  by  appearing  before 
committees  of  the  honse  and  senate,  the  passage  of  a  bill  relating  to  New  York  gas 
companies.  They  were  charging  tl.35  a  thooeand  feet.  There  was  every  reason 
to  believe  that  the  pric«  shonld  not  be  in  excees  of  7S  cents,  or  probably  shoald 
be  leea  than  that,  becanee  the  average  price  in  England  is  only  abont  75  cents. 
Take  the  co^tanies  right  throngb,  large  and  small  tm^ther,  and  the  cost  of  coal 
is  higher  in  England  t£an  it  is  here;  labor  is  lees;  maiiBrial  is  abont  the  same;  oil 
is  higher  there.  On  the  whole,  there  is  no  great  reason  to  think  that  the  cost 
Aomd  be  very  different,  and  yet  the  cost  was  very  much  higher  here.  Since 
preuise  data  is  always  needed  and  nsnally  lacking  we  put  in  onr  bill  a  provision 
givbiK  tlie  comptroller  of  New  York  City  the  right  to  aadit  all  accounts  of  the 
Sew  York  gas  companies,  and  that  was  stricken  ont  by  the  friends  of  the  com- 
pttiies  as  apparently  one  of  the  most  dangerona  things  in  the  bill.  They  even 
lelt  more  t«iTified  over  that  than  they  did  over  the  small  rednction  in  the  price, 
which  was  finally  secnred ,  of  6  cents  a  year  for  5  years  nntil  it  comes  down  to 
$1,  which  it  will  jnst  reach  next  Janaary. 

Now,  tnming  to  mnnicipal  ownership,  the  best  place  to  begin,  I  think,  is  Eng- 
land, because  tney  have  had  longer  experience.  The  movement  has  been  checked 
'  or  kept  back  in  the  matter  of  water  and  gas  by  the  same  difilcnlties  that  have 
confronted  the  extension  of  it  in  Haasachaaette.namely,  the  high  prices  that  must 
be  paid  to  bny  out  the  plants.  Before  the  interest  In  the  subject  had  become 
verv  great  in  England  all  private  companies  had  secured  perpetual  franchises  in 
botn  water  and  gas,  subject  only  to  tie  prospect  of  being  regulated  whenever 
the^  came  np  to  Parliament  for  additional  borrowing  powers,  as  I  have  already 
indicated;  and  the  English  have  a  very  keen  regard  for  so-called  vested  interests. 
They  have  not  gone  so  far  as  the  American  people,  in  recognizing  the  legis- 
lative right  to  reduce  charges.  Conseqnently,  without  much  prospect  of  Paruo- 
ment's  reducing  charges,  although  it  legally  has  the  right  to  do  so,  the  companies 
were  protected  oy  the  nigh  price  that  they  conld  expect  to  get  if  they  were  Imught 
ont.  In  spite  of  that,  however,  witliin  the  last  10  years  some  40  gas  companies 
have  chiuiged  from  private  to  public  management,  and  over  half  of  the  water 
companies  are  pablicly  managed.  A  little  over  half  of  all  the  gas  sold  outside 
of  London  is  made  and  sold  by  mnnicipal  plants.  In  the  case  of  electric  lighting 
and  street  railways,  which,  ot  coarse,  are  a  recent  development,  the  pnblic  had 
become  awake  to  the  dangers  of  perpetual  franchises  and  the  high  prices  that 
would  be  paid  in  purchasing  them;  consequently  when  they  were  chartered  20  to 
80  years  ago  they  were  only  given  limited  franchises,  for  21  years  in  the  case  of 
tramways,  and  42  years  iu  the  case  of  electric  light—some  of  them  even  onlv  31 
years;  andinothercases  tke  cities  decided  to  begin  W  direct  constmction  of  tneir 
own  plants  and  not  have  anjforivate plant  at  all.  That  has  particularly  been  the 
case  in  electric  lighting,  which  is  still  more  recent,  of  course,  than  street  railways. 
The  result  of  that  is  that  nearly  one-half  of  all  the  electrical  supply,  both  for 
lighting  and  power  pnriioeeB,  iu  England  to-day  is  in  the  hands  of  the  cities. 

In  England  this  snmmer,  where  I  had  special  oppori^nnities  for  examination, 
as  I  was  over  there  making  some  special  studies  for  the  United  States  Department 
of  Labor,  having  letters  in  that  way  to  Qovemment  offlcialE,  I  took  occasion  to 
visit  the  muuicipaliries  that  were  trying  these  various  undertakings  iu  England 
and  Scotland,  and  I  went  to  30  or  80  of  the  leading  municipalities,  and  had  letters 
by  which  I  was  able  to  have  interviews  with  some  of  the  managers  of  the  private 
companies — seme  of  the  largest,  st)ch  as  London.  Sheffield,  Liverpool,  and  so  on. 
Attempting  to  find  out  just  what  was  the  real  result,  what  both  enemies  and 
friends  of  municipal  operation  conld  say,  I  found  that  in  the  case  of  tramways 
and  electric  light  and  water  there  was  a  special  satisf  action  with  the  results  of 
pnblic  management.  The  private  managements  claim,  however,  that  they  had 
been  undnly  handicapped  by  the  fact  that  they  had  only  had  short  franchises. 
Whatever  may  have  been  the  reason,  the  transfer  to  public  management  had 
been  attended  with  enormous  development  of  plant  and  output  and  Jarge  reduc- 
tion in  charges;  but  I  did  feel  that  perhaps  the  fairer  comparison  would  be  that 
of  gas,  where  there  had  been  no  complaint  on  the  part  of  the  private  companies 
that  they  had  been  handicapped,  so  I  made  a  special  comparison  of  mnnicipal 
and  private  gas  works  in  England  and  Scotland,  and  there  I  found  that  there 
were  both  advantages  and  cUsad vantages,  or  advantages  and  difficulties,  that 
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oonfronted  the  mimicipal  management  of  these  ondertakingB.  I  fonnd  on  the 
iriiole  that  the  greatest  difficulty  conaiflted  in  keeping  the  workingmen  quite  ae 
energetically  at  work  in  pnblic  ae  in  private  management.  They  were  well  paid; 
bnt  thev  had  not  yet  fnJly  appreciated  that  they  were  working  for  all  of  as; 
bat  public  employment  created  a  somewhat  higher  morale — a  better  feeling  of 
pnblic  reaponaibility  than  working  for  private  companies.  In  some  cases  they 
might  have  felt  thatj  working  for  the  community,  they  jferhaps  could  be  pro- 
tected by  the  conncil  if  they  didnt  work  qnite  so  efficiently.  However,  no 
great  harm  had  come  from  this,  becanse  the  municipal  conncils  in  Ens-land 
are  composed  of  a  very  fine  class  of  men,  not  only  bnsiness  men,  bnt  of  labor 
leaders.  There  are  very  few  pobtical  heelers  there,  and  boodle  is  almost  anknown 
in  any  direct  form.  I  found  prominent  labor  leaders  like  John  Bums,  KeirEardie, 
and  others  awake  to  the  fact  that  the  workingmen  don't  yet  fully  appreciate  all 
the  new  responsibilities  that  were  being  thrown  upon  them,  and  were  themselvea 
beginning  to  develop  and  cultivate  this  senae  of  civic  reeponsibUity  among  them. 
I  fonnd  also  aome  complaint  by  acaao  engineers  that  it  was  harder  to  get  a  rise  at 
salary  in  a  pnblic  plant  than  in  a  private,  because  it  required  so  mncn  publicity; 


_.     .  r  the  city,  and  It  was  a  little  annoying  to  them,  although 

it  was  not  a  very  serious  matter  except  to  the  nerves;  but  they  said  there  waa 
more  liberality  in  paying  engineers  than  there  nsed  to  be. 

<^.  (By  Mr.  OoKOKB.)  Yon  refer  to  civil  engineers?— A.  Superintendents  and 
civil  engineers.  I  found  that  the  tendency  of  pnblic  employment  was  to  remove 
the  aboaea  in  the  labor  condittons,  reducing  hours  and  improving  conditions  every 
wav.  They  did  not,  I  think,  attempt  to  go  so  far  in  these  respects  in  England  as 
pernape  in  some  American  cities,  where  politics  controls  more  than  anything 
else.  In  the  matter  of  wages  they  did  attempt  to  pay  the  standard  trade-union 
rate  in  mnnicipal  emijlorment. 

Now,  in  tramways  it  nas  been  the  case  that  many  private  tramway  or  street- 
raOway  oompamiee  have  refused  to  recognize  nniona  and  work  their  men  very 
long  hours,  when  the  municipality  took  hold  it  Introduced  trade-union  rates  of 
-wages  and  hours,  etc.  They  did  not  attempt  to  go  above  that,  but  attempted  to 
■tbUn  that  level,  bnt  where  there  was  no  trade-union  rste  they  attempted  to 
give  a  decent  scale  of  living. 

The  advantages  which  have  come  from  municipal  operation  over  there  seem  to 
be  twofold.  One  was  the  financial  matter.  As  a  matter  of  fact,  they  were  charg- 
ing, if  anything,  lees  to  the  poblic  than  the  private  companies  were  charging. 
There  is  a  slight  advantage  in  the  matter  of  lower  charges,  and  with  the  same 
service  or  even  better  service.  I  found  a  financial  advantage,  however,  that  was 
especially  spoken  of — they  conld  borrow  at  from  3  to  3^  per  cent,  while  private 
companies  were  expecting  to  earn  T  to  10  per  cent,  and  this  allowed  a  large  profit, 
which  could  be  used  for  the  pnblic  treasury,  or  it  could  be  used,  as  some  cities 
are  using  it,  to  reduce  the  prices.  I  was  surprised  to  find  that  wl^t  many  would 
expect  to  be  the  weakest  point  in  public  management  was  the  strongest  over 
there,  namely,  their  enterprise,  their  readiness  to  inlarodace  the  latest  machinery 
and  inventions.  That  was  accounted  for  partly  bv  the  fact  that  they  were  paying 
higher  wages  and  working  the  men  leas  hours  than  many  of  the  private  com- 
poniea,  principaUy  in  tramways,  and  they  therefore  felt  the  desirabihty  of  having 
aa  ranch  labor-saving  machinery  as  possible.  In  the  next  place,  they  could  borrow 
money  much  cheaper  and  get  a  good  deal  more  of  it,  the  city  credit  being  much 
better  Oian  that  m  a  private  company,  and  they  therefore  were  willing  to  put  in 
the  very  best  machinery  without  very  much  regard  for  expense,  althoogh  they 
had  always  to  have  it  properly  recommended  by  competent  engineers,  and  -they 
had  to  have  it  submitted  ^rtuially  to  engineers  select^  bjr  thu  central  board  of 
trade  ai  local  government  board.  There  was  fnll  supervision  to  see  that  there 
was  no  abase  In  the  matter.  Then  municipalities  aUo  have  the  tendency  to 
reduce  pricea  in  their  undertakings,  and  those  reductions  enrprise  them  in  their 
results.  Consomptiou  is  increased  even  more  than  expected,  preventing  a  loss 
which  otherwise  might  have  resulted.  The  companies  are  a  little  slower  about 
any  initiative  in  the  reduction  of  rates — they  are  getting  a  good  thing  and  they  do 
not  care  to  run  a  risk  of  losing  it.  The  municipality,  however,  is  directly  influ- 
enced by  public  opinion  and  reduces  the  charges,    lliere  is  one  other  advantage. 

Q.  You  said  a  moment  ago  that  vou  made  a  comparison  of  the  efficiency  of  the 
service  rendered  by  the  municipality  and  the  private  corporations,  and  I  was 
going  to  ask  if  yoa  made  a  comparison  as  to  the  cost  of  production  of  gas  by  the 
private  and  mnnicipal  plants?— A.  Yes.    I  was  especially  trying  to  study  that. 

Q.  Whatwastheresnltof  that  investigation?— A.  There  was  very  slight  Affer- 
ence  in  operating  expenses  aside  from  interest  and  dividends.  There  seemed  to 
beabetteroppoixunityforstudyingitin  thecaseof  gas  Uum  in  the  other  case,  and 
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so  I  Mpecdally  stndled  It  tl>M«.  I  found  that  Fisld'§  analysis,  whicli  is  the  recog- 
idzed  st^dard  aathority  all  over  the  world,  ^oQpa  a  lot  of  ixnnpaiiiee  together, 
and  ehowB  very  slight  differences  in  operating  expenses.  Then  I  made  other 
atndies,  and  talked  with  engineers  in  many  places.  They  uaid  that  there  might 
be  an  increased  labor  cost  if  it  were  not  for  the  fact  that  in  municipal  ities  they 
pnt  in  moremachinery,  which  counterbalanced  any  tendency  to  increase  thelabor 
cost,niakinganet  reeidtof  sU^tlylower  operating  expenseebefore  yon  get  to  any 
aueatlon  of  dividends  at  all.'  That  was  rather  surprising.  One  nught  ezjwct  to 
find  that  pnblic  management  wonld  be  a  little  less  efficient.  They  all  admitted 
that  they  had  to  be  a  little  bit  careful  to  always  try  to  get  the  worMngmen  to 
realise  that  they  were  now  working  for  the  pnblic,  and  not  working  where  they 
woold  not  be  properly  supervised  and  conld  suely  shirk,  bnt  althongh  they  had  to 
faoethatdifBcnlty,  they  bad  not  been  much  injured  by  it,  and  in  many  cases  not 
at  all;  Scotland  especially  not  at  all. 

Q.  I  nnderstand,  then,  that  jrou  foni 

but  that  the  net  cost  in  tbe  prodnctioi. —  „--.     -     . . 

a  trifle  less  than  in  the  case  of  private  companies,  because  of  the  improved  machin- 
ery that  waa  frequently  need? — A.  That  wae almost  right;  notquite.  The  actual 
^Dor  cost  was  not  increased.  It  might  have  beev  increased  t^d  not  machinery 
often  been  snbatitnted  for  labor.  If  tney  had  kept  the  old  machinery,  they  prob- 
ably woold  have  had  a  slightly  increasea  labor  cost, bnt  theypnt  ineomnch  new 
machinery  that  the  actual  results,  when  you  come  to  tabulate  them,  of  the  cost  of 
labor  per  tbousand  feet  was  lees,  ae  well  as  the  salary  account,  although  the  men 
were  being  paid  better  wages. 

Q.  But  the  net  cost  of  production,  then,  exclusive  of  dividends  and  investments, 
wasless? — A.  Tee,  was  less;  butthedifferencewae  not  large;  it  waa  very  slight. 

Q.  (By  Mr.A.L.HA.RBiB.)  Do  I  understand  the  introduction  of  bettor  machin- 
ery and  bettor  appliances  reduced  the  nnmber  employed? — A.  It  virtually  did 
that.  The  way  tbey  frequently  manage  it  is  this:  The  municipal  plants  are 
growing  rapidly,  owing  to  the  fact  that  they  cheapen  the  price,  or  that  the  com- 
munities are  growing.  Now,  the  introdnction  of  tbia  machinery  does  not  nflually 
lead  to  the  discharge  of  men,  bnt  it  enables  them  to  get  along  without  adding  to 
tbe  force  with  the  increased  consumption,  so  that  it  reanlta  virtnally  in  lesB 
labor,  although  it  might  not  result  in  tbe  actual  discharge  of  anybody.  They 
ajways  let  some  men  go  in  summer  on  account  of  less  consumption  of  gas  than 
in  winter.  In  the  fall  they  would  not,  perhaps,  put  on  as  many  men,  the  machin- 
ery being  gradually  Introauced  and  being  accompanied  with  such  a  correspond- 
ing increase  of  ou^ut  all  the  time.  There  is  actually  a  less  number  of  laborers 
for  a  given  ontpnt  than  there  wonld  be  if  they  bad  not  bad  the  machinery,  of 

I  was  going  to  speak  ot  one  other  result,  namely,  the  moral  results  on  the 
council,  that  18,  a  better  class  of  men  have  been  willing  to  go  into  the  city  conn- 
cUe  and  we  even  et^er  to  go  in.  One  of  the  best  illuslTationB  of  that  that  I  came 
across  was  at  Birmingham,  although  I  was  confronted  with  it  everywhere, 
Years  ago,  before  Hr.  Chamberlain  took  the  lead  in  securing  public  management 
of  gas  works  at  Birmingham,  it  was  under  private  management,  and  the  presi- 
dent was  a  very  able  man.  His  son  is  now,  1  understand,  either  chairman  of  the 
gas  committee  oris  seeking  to  be  its  chairman  of  the  gas  committee.  Heislntbe 
council  and  his  great  ambition  is,  as  chairman  of  the  gas  committee  of  the  coun- 
cil, to  make  as  great  a  record  in  the  city  of  making  the  gas  works  as  his  father 
made  in  runnins-  the  private  gas  works  under  tbe  old  conditions.  Otherwise  that 
man  never  would  have  wanted  to  get  in  thecity  council  at  all.  In  general,  I  bave 
discovered  a  tendency  for  the  bnonees  men,  the  energetic  and  upright  leaders  of 
the  community,  to  have  an  ambition  to  serve  on  these  committees  that  i 


and  that  remains  t< 

Now,  in  America  the  results  of  municipal  ownership  e 
water,  since  there  is  very  little  else  except  in  electric  lighting,  whict  I  will  speak 
of  in  a  moment.  It  is  very  difScult  to  study  the  watOT  question  satisfactorily, 
because  of  the  enormous  character  of  tbe  study  and  the  little  information  that  we 
have.  That  Is  true  of  all  municipal  matters  in  America — the  lack  of  uniform 
accounting  in  either  publicly  managed  enterprises  or  privately  managed  monop- 
olies accounts  for  that.  Bnt  some  things  seem  to  stand  out  very  clearlyin  the 
water  question,  from  all  tbe  facts  attained,  such  as  tbe  lato  report  of  the  Depart- 
ment m  Labor  and  other  reports  that  have  been  made  from  time  to  time.  One 
of  the  tblngB  that  stands  out  most  conspicnonsly  is  that  the  charges  are  lower 
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nsually  nnder  public  managemeiit.  Another  fact  usually  is  the  increased  nniaber 
of  fire  nydorantH  and  the  estenHions  of  mains  to  eabnrba  io  supply  all  thocomiuii- 
nity.  Following  that,  althongh  it  has  not  been  very  mnch  invesCiRatyd,  there 
seems  to  be  often  some  tendency  to  reduce  fire  risks,  fire  hazards,  and  ^1  that. 
There  is  a  growing  desire  to  increase  the  number  of  municipal  waterworks— the 
number  is  increasing.  Not  long  ago  I  noticed  that  in  our  largest  cities  there 
was  only.  I  think,  one  instance  of  a  waterworks  that  originally  started  in  public 
hands  going  back  to  private  ownership,  and  that  one.  New  Orleans,  has  returned 
to  city  management.  In  the  same  list  of  over  fifty  largest  cities  there  are  30 
instances  of  change  from  private  to  public  management. 

Q.  (By  Mr.  Conoer.)  Conld  you  lumish  us  with  either  a  list  or  Hummarvof 
the  number  of  cities  of,  say,  50,000  inhabitants  or  more  which  have  the  munici- 
pal water  plant  and  those  whose  water  plants  are  in  private  hands? — A.  Yes'  I 
can.  Of  the  T8  cities  of  over  50.000  population  in  IWH)  only  the  following  l«  have 
IttiTate  ownership  of  waterworks:  San  Francisco,  Cal.:  New  Haven,  Conn.; 
Paterson.  N.  J.;  St.  Joseph,  Mo.;  Omaha,  Nebr.;  Los  Angeles,  Cal.;  Meniphis, 
Tenn.:  Scranton,  Pa,:  Bridgeport.  Conn.;  Oakland,  Cal,;  Des  Moines.  Iowa; 
Utica.  N.Y.;  Peoria.  Bl.:  Charleston,  S.  C;  San  Antonio,  Tei.:  Elizabeth.  N.  J.; 
Wilkesbarre,  Pa.;  Kansas  City.  Eans.;  Portland.  Me. 

Q.  (By  Mr.  Litchmak.)  How  far  is  the  claim  made  by  the  advocates  of  pri- 
vate ownership  that  an  advantage,  which  is  only  an  apparent  advantttge,  is  given 
to  municipal  ownership  by  the  fact  that  interest  ou  the  cost  of  construction  is 
not  reckoned  as  an  element  of  the  cost  of  the  municipal  plants? — A.  I  will  take 
that  up  right  now,  although  I  had  planned  to  speak  about  the  electric  light,  hav- 
ing spoken  of  water,  but  twill  lie  glad  to  put  it  in  right  here.  The  common  com- 
parisons that  we  come  across  of  the  charges  and  profits  of  municipal  plants  in 
Uiis  country  are  criticised  with  considerable  justice.  Unless  the  plant  litvH  Ih'ou 
paid  for  out  of  the  net  earnings,  as  in  some  cases  is  true,  like  the  Bicluuoiid  Una 
Works  and  Philadelphia  Gasworks,  and  in  many  other  ca.ses,  hundreds  of  them — 
unless  the  plant  has  been  paid  for  out  of  the  net  earnings,  interest  on  the  (^wt 
must  be  included  in  the  expenses.  Then,  too,  there  are  the  taxes  which  a  private 
company  would  pay  if  it  was  managing  it. 

Q,  If  the  interest  is  reckoned,  and  tne  taxes  paid  by  the  private  corporation. 


way:  In  c , „  „  , ^ _  , _ _,  

takenof  thediflTerencein  charges.  Assume  that  Uie  advantage  is.  as  it  priil)ably 
would  be,  on  the  side  of  the  municipality.  Then  we  want  to  supplement  that  by 
the  ijiiestion  whether  the  municipal  plant  has  counted  in  its  cost  all  its  exi>enses. 
Having  already  put  down  as  an  advantage  the  difference  in  price,  we  can  not 
count  that  over  again.  But  now  we  will  consider,  in  the  firstplace,  what  the  total 
income  to  the  city  from  the  plant  was.  and  then  how  much  of  that  went  to  operat- 
ing expenses;  secondly,  how  much  would  have  been  absorl>ed  in  interest;  third, 
how  much  the  loss  is  in  taxes,  which  would  have  been  paid  if  a  private  company 
had  been  supplying  the  prgdnct. 

Q.  Would  not  the  private  corporation  have  charged  that  cost  U>  the  conHumer 
in  file  price  of  the  [iroduct  delivered!' — A,  That  is  t?ue. 

Q.  Well,  then,  in  the  last  analysis  is  not  the  cost  piled  up  by  the  i)rivato  corpo- 
ration?—A.  I  see  what  you  mean.  I  think  perhaps  I  can  exidain  the  situation  all 
right  so  we  will  both  agi-ee  on  it.  If  you  are  comparing  what  the  public  plant  is 
charging  in  this  dty,  we  will  say,  for  water,  with  what  a  private  company  would 
charge,  then  your  point  of  view  is  correct.  If  you  are  comparing  what  the  cost 
of  water  may  be  in  Washington,  under  public  ownerslii]),  with  what  it  uiight  bo 
in  4wmp  other  city  actually  supplying  to-day  under  private  ownership,  theu  you 
agree  with  me.  and  that  is  the  way  the  comparisons  are  usually  made. 

Now,  to  go  on  with  the  water  tiuestion  one  step  farther.  I  think  I  have  come 
across  a  great  many  waterworks  engineers  that  seemed  to  have  a  great  scii.^e  of 
public  spirit  in  the  management  of  the  enterprise,  who  were  very  proud  of  the 
fact  that  they  were  connected  with  a  public  enterprise,  and  I  believe  are  doing 
as  good  work  as  is  done  anywhere  in  the  country.  Tlie  sentiment  is  becoiiiin;"- 
almost  overwhelming  that  water  should  be  owned  and  managed  by  the  commu- 
nity. The  (juestion  at  issue  more  relates  to  gas.  electric  liglits.  and  street  rail- 
ways. I  think  the  principles  are  very  much  the  same  in  those  cases,  but  it  iaonly 
a  question  of  expeaiency  how  fast  to  go.  I  do  not  expect  we  can  go  suddenly 
from  one  sysiem  to  another.  I  believe,  whether  we  like  it  or  not,  we  will  admit 
the  tendency  is  toward  municipal  ownership.  I  do  not  expect,  however,  it  will 
become  universal  in  our  lifetime,  but  that  it  will  grow  relatively  faster  than  i)ri- 
vate  i>wneiship  seems  to  me  the  teaching  of  history. 

That  is  true  of  electric  lighting.     I  was  going  to  say  with  repaid  to  ek'Ctric 
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lighting  that  while  the  amoDnt  of  capital  invested  in  pnblic  electric-light  ^lantfi  is 

but  a  small  percenta^  of  the  total,  that  is  not  quit«  fair  eyiilence  of  the  interest 
in  the  snbject  of  mnnicipal  management  of  elecmc-lighting  plants.  These  ]ilant« 
are  kept  back  by  hoHtile  legislation.  Many  legialatures  are  so  mnch  dominated 
by  the  interests  opposed  to  public  management  that  they  refuse  to  allow  cities  to 
operate  plants.     Especially  do  they  refose  to  allow  them  to  sell  electric  light  to 

firivate  consnmers,  and  that  very  much  checks  the  growth  of  these  plants;  or 
hey  pass  laws  regulating  the  terms  under  which  they  must  purchase  private 
plants. 

Q.  Like  Massachusetts? — A.  Like  Massachusetts;  and  Couneoticutisstill  worse; 
but,  despite  all  this,  these  plants  are  growing.  1  think  some  of  the  best  electric- 
light  plants  of  the  country  are  now  public  plants,  as  in  Chicago  and  Detroit. 
Under  the  present  superintendent ,  Mr.  Ellicott,  backed  up  by  civil-service  rules, 
the  cost  fit  operation  in  Chicago  fell  from  abont  |96.76  in  181)5,  for  arc  lights,  to 
^Sli.SS  in  1899.  I  may  say  the  Chicago  plant  is  the  largest  electric  street  lighting 
plant  in  the  w^orld  owned  by  a  municipality. 

In  Allegheny,  wiUi  1 .800  arc  lights,  the  operating  expenses  last  year  were  $47.39. 
Add  4  per  cent  intereat,  and  even  5  per  cent  for  depreciation,  and  add  anch  taxes 
as  a  private  corporation  would  have  paid,  and  yon  only  bring  it  up  to  $71.17. 

In  Detroit,  which  has  about  S.OOO  arc  lights  under  pubhc  management,  the 
operating  expenses  last  year  were  $40.30  iiet  arc  light. 

Q.  (By  Mr.  A.  L.Harris.)  Are  each  or  tbo  same  candlepower? — A.  Yes;  each 
are  of  the  same  candlepower — about  2,000  nominally. 

Interest  at  4  per  cent  on  cost  adds  3!a.H9.  Depreciation,  at  3  per  cent,  woold  add 
(10.12.  This  is  from  the  report  of  the  Detroit  electric-light  commission.  And 
taxes,  such  as  a  private  company  would  pay  in  that  city,  adds  $3.14,  bringing  the 
total  to  100.45.  Now,  I  do  not  give  these  various  figures  to  contrast  the  ttiree 
cities,  where  prices  of  coal,  etc..  differ,  but  to  contrast  the  charges  there  with  the 
average  charges  in  large  privately  owned  electric-light  plants  in  big  cities. 

Take  Allegheny,  for  example.  I  do  not  know  how  it  is  this  year,  out  until  this 
year  Pittsburg,  right  across  the  river,  was  paying  JOa  to  $100  for  the  same  kind 
of  arc  light  that  Allegheny  was  getting  for  less  than  975,  including  sinking-fund 
charges. 

So  take  Detroit.  When  Detroit  was  considering  the  construction  of  a  lighting 
plant  6  or  6  years  ago,  the  best  liid  they  could  get  was  $10^  a  year  on  a  10-year 
contract.  The  first  year  or  two  it  cost  tuem  about  3103,  after  allowing  for  interest 
and  sinking-fund  charges.  The  cost  wasreduced  steadily  until,  as  I  just  said,  last 
year,  after  allowing  interest  and  depreciation  charges,  they  brought  the  cost  to 
only  two-thirds  of  the  best  contract  the  city  could  get  at  the  time  when  it  entered 
npon  the  construction  of  its  plant.  And  yet  Detroit  has  been  handicapp^  by-  not 
having  the  economies  which  would  have  resulted  if  it  could  have  alao  sold  to 
private  consumers,  and  the  additional  advantage  that  many  lighting  plants  get, 
jtarticnlarly  in  England,  and  private  companies  in  this  country,  where  they  are 
under  the  same  management  as  electric  street  railways  and  where  from  the  same 
power  plant  they  furnish  power  for  all  purposes. 

Q.  (By  Mr.  Conger.)  Can  you  tell  us  by  making  a  comparison  as  to  the  extent 
to  which  these  municipally  owned  electric  lighting  plants  are  allowed  to  do  com- 
mercial lighting  in  thibt  country  and  in  England?— A.  In  England  all  of  the  pub- 
lic plants  are  allowed  to  do  commercial  lighting;  in  this  country  but  a  small 
G^portion  of  them,  but  I  can  not  give  you  the  exact  figures  upon  it.  I  do  not 
ow  that  these  facts  are  available.  That  in  one  point  that  would  be  very  good 
to  investigate.    In  Massachusetts  they  are  allowed  to  do  it. 

Q.  Is  it  a  fact  that  a  very  largo  majority  of  the  municipally  owned  electric 
lighting  plants  in  this  country  are  doing  what  is  generally  termeu  public  lighting 
omy? — A.  That  is  true.  It  seems  to  be  the  theory  that  the  city  i^  not  justified  in 
doing  commercial  lighting;  that  its  functions  should  be  that  of  lighting  its  own 
streets;  but  it  seems  to  me  that  it  is  a  function  of  the  city  to  look  out  for  the 
interests  of  its  people.  The  moment  you  recognize  that  lighting  is  itself  a 
monopoly,  although  of  course  it  is  right  to  treat  the  private  company  already  in 
the  field  (airly.  I  Uiink  it  ought  to  be  bought  out,  I  do  not  believe  in  a  city  going 
ahead  without  any  consideration  for  the  existing  company,  although  I  do  not 
agree  eithei  with  the  Massachusetts  law,  which  compels  such  a  high  price. 

In  considering  the  development  of  the  electric  light,  I  tried  tfi  make  a  good 
many  comparijmns  in  this  little  iKwtk  on  municipiil  monopolies,  published  by 
Crowell;  and  I  notice  Carroll  D.  Wright,  on  a  slightly  larger  scale,  made  compan- 
Hons  in  hip  last  report,  selecting  and  classifying  plants,  pablic  and  private,  in 
groups  according  to  the  number  of  hoars  and  according  to  their  magnitude.  I 
attempted  to  do  it  according  to  the  cost  of  coal,  too,  for  that  is  a  very  important 
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(actor.  Both  his  Sgaxee  and  mine  indicate  the  eaperiority  of  muDicipal  opera- 
tions. When  1  classified  all  the  plants  of  the  large  indiistriea  together,  {here 
were  a  few  plants  that  had  been  Bold  and  gone  back  to  private  management;  bnt 
I  have  noticed  in  my  attempts  to  study  it  for  some  years  that  far  every  plant  that 
has  gone  back  to  private  manMiement  there  are  probably  20  that  have  turned 
from  private  to  pnblic.  And,  further,  we  speak  of  some  public  plants  having 
been  financial  failures,  but  yon  will  see  oven  some  private  companies  that  have 
gone  into  bankruptcy  and  failure. 

Q.  (By  Mr.  A,  L.  Harris.)  Have  you  investigated  the  cause  of  these  fail- 
nresT— A.  GJeneraliy  speaking,  the  cause  of  these  failures  has  been  the  spoils  sys- 
tem  in  politics.  I  should  say  broadly  that  was  the  chief  factor.  Sometimea  there 
has  been  connected  with  it  the  lack  of  general  buHineas  sense  in  the  council,  lead- 
ing to  the  selection  of  a  poor  engineer  or  to  not  improving  the  plant  sufBciently 
and  equipping  it  up  to  d^to.  Tnat  is  another  factor.  The  two  generally  are  apt 
to  go  together.  Bat  it  is  evidence  of  the  vitality  of  the  movement  that  despite 
these  tremendous  drawbacks  it  is  still  growing  so  rapidly.     I  do  think  its  growth  is 

Seatly  restricted  by  these  handicaps,  and  that  there  will  come  a  new  interest 
the  improvement  of  municipal  government  when  there  is  brought  home  to  the 
people  more  than  it  has  thus  tar  been  the  relation  between  the  reform  in  govern- 
"  ment,  civil-service  reform,  etc.,  and  the  possibility  of  eictetiding  the  management 
of  the  monopolistic  industries.  Now,  1  am  not  a  socialist,  and  do  not  believe  thai 
all  industries  should  be  owned  and  controlled  by  the  people.  I  think  where  com- 
petition continues  that  it  should  be  allowed  to  continue,  and  I  expect  that  com- 
petition will  always  continue  in  many  lines  of  business;  but  where  competition 
breaks  down  of  its  own  weight,  and  monopoly  comes  by  apparently  an  evolution 
of  things,  then  the  public  must  control  it  m  some  way.  I  do  not  even  say  they 
have  the  present  capacity  to  own  and  oiierate  all  of  them,  but  they  should  begin  by 
learning  through  publicity  of  accounts  what  profits  these  monopolies  are  makins', 
and  by  seeing  what  can  be  done  through  regulation  and  taxation.  But  experi- 
ments in  municipal  ooeration  should  be  iit  once  undertaken  and  the  causes  of 
success  or  failure  should  be  carefully  studied  and  widely  noted.  ' 

I  was  going  to  say  right  here,  J  think  the  greatest  trouble  in  the  civH-service 
reform  movement  uins  far  in  this  country  has  been ,  not  that  the  leaders  of  it  have 
not  had  the  best  intentions,  bnt  they  did  not  have  popular  sympathies  and  wanted 
aft«r  refornung  the  Qovemment  to  put  it  on  the  shelf  and  have  it  do  nothing. 
As  a  friend  of  mine  said  the  other  day.  he  did  not  see  what  great  advantage  there 
was  in  trying  to  get  a  reformed  government  which  was  not  to  do  anything 
afterwards.  But  when  people  begin  to  see  a  connection  between  the  improving 
of  the  Glovemment  and  having  it  practically  useful  in  a  cooperative  way,  and  in 
bringing  them  to  that  poseibuitv  of  living  more  remote  from  the  city  through 
cheap  transportation,  cheap  fuel,  cheap  light,  and  all  that^for  gas  is  coming 
more  and  more  in  use  fur  fuel — and  cheap  telephone  and  telegraph  service,  which 
I  have  not  touched  upi>n  to-day,  and  so  on,  there  will  be  an  increase  in  that  popu- 
lar interest  in  having  the  Qovemment  better  managed. 

Q.  How  far  will  perpetual  franchises  interfere  with  municipal  ownership? — 
A.  I  am  informed  by  some  of  the  best  lawyers,  some  of  whom  are  still  in  the 
employ  of  large  private  companies,  that  if  the  time  comes— and  they  believe  it 
will— when  the  pnblic  is  ready  to  treat  these  companies  as  they  treat  each  other, 
or,  even  without  goiuK  as  far  as  that,  when  it  is  simply  desired  to  exercise  what 
legal  rights  the  people  nave ,  they  will  find  ways  of  both  regulation  and  of  securing  a 
purchase  at  a  reasonable  figure.  Most  of  these  franchise?  have  defects  in  them. 
There  is  many  a  street  railway  company  in  America  that  has  failed  to  secure  a 
franchise  for  some  connection  in  the  street,  and  they  have  constantly  to  go  to  the 
councils  for  some  further  extensions,  rights  to  tear  up  the  streets,  etc. ;  and  then 
in  other  cases  there  are  reserved  rights  which  the  courts  are  coming  more  and 
more  generally  to  recognize  in  the  State  legislatures  to  regulate  charges  and  to 
tax  by  special  forms  of  taxation  monopolistic  earnings.  I  have  no  doubt  what- 
ever that  when  the  people  really  wish  to  take  hold  of  this  question  they  will  find 
very  many  legal  ways  to  get  at  it  without  any  destruction  of  our  form  of  govern- 
ment, and  that  the  courts  will  find  ways  to  snsCain  them. 

Q,  (By  Mr.  Litchman.)  It  will  be  somewhat  in  the  way  the  perpetual  fran- 
chise of  the  steamboat  rout«  on  the  Hudson  was.  which  was  afterwards  declared 
to  be  unconstitutional? — A.  Yen;  it  will  be  that.  I  have  heai'd  one  of  the  most 
prominent  lawyers  in  the  city  of  New  York  say  that  he  thought  a  50-year  fran- 
chise was  much  more  safe  than  a  perpetual,  ana  much  less  liable  to  be  disturbed 
by  the  courts — or  a  99-year  franchise,  or  anything  of  that  kind.  I  was  going  to 
enggest  that  there  are  certain  points  that  a  commission  like  this  could  very  well 
stndy  ap  and  devote  a  little  time  to,  if  so  disposed.    One  is  the  comparieon  of  the 
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labor  conditiniis  in  public  and  private  managed  monopolies  in  this  country — the 
stndy  of  the  wnges,  I  mean,  the  honrH  of  labor,  the  tenare  of  employment  in  pub- 
lic and  private  gas  companies,  sti-eet  railways,  electric-light  and  water  works. 
That  would  furnish  many  opportunities  of  comparing  the  two  syatems.  Again, 
municipal  accounting.  And  third,  I  think  it  might  be  a  very  excellent  thing  to 
tabulate  all  the  facts  that  have  thus  far  been  gathered  in  this  country  and 
Europe,  where  authoritative  investigations  have  been  made  on  this  subject. 
What  I  mean  is  this:  There  has  been  a  late  committee  in  Parliament  on  par- 
liamentary trading.  It  has  not  made  a  report  yet,  but  it  has  taken  testimony 
^I  last  year— had  n  stack  of  testimony  that  nigh  [indicating!  that  has  not 
been  accessible  to  American  readers  or  to  many  in  Enrope.  Now,  it  wouhl 
be  a  very  good  thing  to  cull  tlie  facts  out  of  that  testimony.  And  the  United 
States  Department  of  Labor  has  issued  a  volume  as  large  as  this  lower  one  here 
[indicating] ,  That  has  only  a  very  ainall  amount  of  tabulation  and  classification 
compared  to  the  amount  of  data.  There  is  a  great  deal  more  to  be  extracted  from 
that  report  than  has  been  done.  There  are  other  investigations  that  might  well 
be  put  through  the  crucible  and  out  of  it  come  a  digest  of  what  lias  been  gathered. 
This  shonld  m  done  in  a  ^lerfeclly  scientific  spirit,  without  attempting  to  prove 
anything,  but  just  finding  out  what  facts  we  have  and  what  they  tend  to  show,  so 
far  aa  they  are  authoritative.  Then,  if  the  commission  care  to  go  into  it,  I  think 
it  would  be  a  capital  thing  to  select  some  of  the  leading  public  and  private  plants 
in  America — not  all,  by  any  means,  but  a  limited  number.  perliapt<  2->  waterworks 
of  each  kind,  and  so  of  electric-lighting  plants.  You  can  not  go  beyond  that, 
because  there  are  not  as  many  public  street  railways  now  as  in  these  other  depart- 
ments; but  have  the  Ijeat  investigation  postdble  of  those  plants  as  typical  with 
regard  to  their  enterprise,  with  regard  hi  their  engineering  conditions,  whether 
they  are  paving,  whicn  plants  are  most  np  to  date  considering  the  work  they  have 
to  do,  which  plants  have  the  best  results  in  operating  expenses,  in  treatment  of 
labor,  and  all  that,  and  in  oharges,  and  so  on.  A  very  interesting  comparison  conld 
bemade  along  thatline,  lam  very  sure.ifthecoinmiseioncsi-edti)gomto it.  Then 
it  could  work  out  the  cairitalization  of  these  companies  and  the  extent  to  whicji 
ownership  is  becoming  consolidated.  It  would  bo  a  very  interesting  thing  ti> 
make  a  study  of  the  few  syndicates  that  have  such  weight  and  such  widely 
extended  intereKta  all  i)ver  the  country  in  these  enterprises;  the  street-railwn  ■ 
interests  and  gas  interests  as  well  being  not  only  consolidated,  as  I  say,  in  on^' 
city,  but  the  same  people  controlling  thein  in  one  city  are  controlling  them  in 
others.  You  will  find  tlie  standard  Oil  Company  and  its  directors  are  having  ii 
very  large  interest  in  gaa  and  street-railway  enterprises  all  over  the  country.  That 
would  be  a  verv  interesting  thing  to  bring  out,  I  think. 

Q.  (By  Mr.  Phillips.)  You  spoke  of  the  telephone  and  the  telegraph?— A.  Yes; 
I  mentioned  that  somewhiLt  vaguely. 

Q.  Will  you  please  give  us  some  information  on  that? — A.  I  will;  a  little.  In 
England  this  auiuiner  I  found  tlie  municipal  operation  of  telephones  extending 
veryrapidly.  I  visited  the  tc lep hone  exchange  m  Glasgow.whei-e  the  municipal- 
ity will  soon  ln-gin  placiniii:  telephones  for  10.000  or  l-"i.(K)0  subscribers;  and  in 
Loudon  they  are  soon  toliegin;  and  the  charges  are  going  to  be  less,  scarcely  more 
than  one-half  what  the  private  companies  have  been  charing.  TheGovemment 
owns  the  tmnkline  in  Englandcoimectingthevarions  cities,  and  then  the  munic- 
ipalities are  going  to  construct,  and  are  constructing  in  some  ca^^es,  plants  for 
tlieir  districts.  The  work,  of  course,  has  not  gone  on  far  enough  yet  to  know 
what  the  ri'sults  will  be.  They  are  looking  forward  witli  great  confidence:  nndin 
8ome  other  countries  where  they  have  been  managing  the  teleiihones  for  some 
time,  like  Norway  and  Sweden  andsoine  portions  of  G-ermany,  there  has  been  very 
much  satisf;ii'tii)n;  and  that  iaonereason  why  they  are  going  intuit  notnuchinEng- 
land.  I  think  that  in  this  country  there  is  (juite  an  oi)portunity  for  municipal- 
ities to  develop  telephone  service  in  connw'tion  with  the  police  and  fire-alana 
system,  and  to  extend  gi'adually.  I  notii'cd  some  little  tendency  that  way  in 
tihicago,  until  a  greatly  reduced  rate  was  made  to  the  city  by  the  company. 
But  for  the  benefit  of  the  private  consumer  it  would  be  quite  an  a<lrantage  to 
develo])  telephone  service  in  this  way  if  you  can  not  secure  a  reduccMl  rate  for 
servii-B  in  any  either  way.  In  fact,  I  like  to  see  municiital  activity  develop  on 
general  principles.  I  tliink  it  temla  to  increase  the  Interest  in  government;  it 
tends  to  increase,  I  think,  onr  faith  in  democracy  if  a  city  finds  it  is  alile  to  man- 
ago  8nch  monopolies  as  those  we  are  siM>aking  of.  Still.  I  am  not  weildcd  to  It, 
and.  I  think,  in  many  caw's  the  public  are  not  ready  fur  it.  In  many  cases  we 
have  got  to  go  throutih  a  period  of  attempted  regalation  liefi)Te  the  people  are 
ready  for  imlilic  oiviieiship  and  <>i>eratiiin,  and  regulation  will  not  hurt  anything 
for  any  of  us.  and  tlie  more  light  wo  can  have  and  the  mure  publicity  the  tiottor; 
then  we  will  know  more  fully  what  we  do  need. 
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Q.  (By  Mr.A.L.HABKis.)  It isnot  iinivtTsallyTised.is  it.Iikewatcr?— A.  Tliat 
ie  n'ne;  and  yet  it  is  HstonisninK  how  uinuli  the  telephone  will  bt'  used  when  it  is 
reduced.  I  lived  in  a  town  in  Kansan — Hanhattun — for  two  years,  where  the 
rate  was  abnormally  low,  althotiKh  it  was  owned  by  a  private  company.  But 
thfttcompany  was  enterprising  and  l)elieved  that  it  could  make  more  money  by 
low  charges,  and  it  did  make  over  10  per  cent.  But  the  charge  in  that  town  for 
hoiiBehold  nee  vraa  only  $1  a  month.  To  be  sure  that  does  not  mean  that  they 
could  afford  to  do  that  in  an  enormously  large  city,  for  this  exception  applies 
there  to  a  certain  extent,  that  the  coat  increases  with  the  size  of  the  plant,  and 
in  most  other  lines  of  bnsiness  it  decreases.  The  number  of  connections  yon 
have  with  others  tends  to  increase  the  operating  expenses  somewhat  per  phone, 
but  not  enough  to  justify  the  large  charges  in  general  in  citit's.  In  Kansas  that 
low  price  lea  to  almost  everyone  having  a  telephone.  A  dollar  a  month  for 
houses,  and  a  little  more  in  stores,  led  to  almoBt  every  family  and  every  merchant 
having  a  telephone.  And  I  think  that  reasonable  charges  for  telephone  service  in 
this  country  wonld  lead  tomore  than  double  its  use.  It  would  also  lead  to  people 
of  more  moderate  income,  of  $1,OOU  or  $l,2tt0,  using  them. 

Q.  (By  Mr.  Conger.)  Do  you  know  how  many  teleph'ones  there  were  in  that 
excnange.  approsiinately?  How  much  of  a  city  was  it?— A.  It  was  a  little  over 
3,000,  aside  from  the  college. 

Q.  Did  the  company  make  any  money  at  those  rates? — A.  It  did;  it  made  good 
dividends. 

This  company  that  I  referred  to  had  230  phones  in  that  town  of  li.OUO  popalt^ 
tion,  of  which  170  were  in  houses  and  SO  business  phones.  When  you  think  that 
3,000  population  only  means  about  000  famiUes,  320  phones  means  one  phone  ia 
every  three  families. 

Q.  (By  Mr.  Phillips.)  Have  you  any  remedial  legislation  to  suggest  along 
these  lines? — A.  I  woold  suggest  that  the  true  legislation  probably  will  have  to 
be  State  legislation;  but  this  commission  can  recommend  nniformlCy  of  State 
legislation  along  certain  lines,  and  it  might  very  well  recommend  also  that  a  Qov- 
emment  department — I  suggest  the  Department  of  Labor — might  continue  its 
investigations  and  systematize  the  bookkeeping  of  cities  by  an  Investigation  of 
their  accounts  and  a  report  upon  them  annually.  The  United  States  I>ei>artment 
of  Labor  has  recently  made  an  investigation  of  cities  of  over  30,000  population.  It 
might  be  urged  to  keep  it  up  and  extend  it  down  to  cities  of  smaller  size. 

Q.  But  it  has  no  antnority  to  dictate  any  form  of  bookkeeping— the  Dejtfirtment 
of  Labor? — A.  No;  but  it  would  have  an  influence  in  calling  the  attention  of  the 
country  to  the  need  of  it,  the  more  it  tries  to  get  this  information. 

Q.  (By  Mr.  Litchman.)  Do  yon  find,  as  the  result  of  this  investigation,  that 
the  law  requiring  tliat  in  Massachusetts,  as  applied  to  electric-light  comi)anieH, 
has  worked  sati^actorily? — A.  That  feature  of  it  has,  I  am  sure.  I  undi-rstand 
the  gas  people  themselves  and  the  electric-light  people  say  that  in  private  manage- 
ment it  has  led  them  to  observe  how  much  better  some  companies  were  doing 
than  others,  and  has  led  them  to  introduce  improvements,  so  that  they  do  not 
object  to  it  in  that  respect  if  It  does  not  lead  to  too  much  agitation  over  reducing 
prices.    They  do  not  like  that,  of  course. 

As  tfl  recommendations  further,  there  might  be  recommendations  to  the  States 
as  to  the  conferring  uiion  the  State  anditor  the  power  to  investigate  eveiy  year 
and  audit  the  accounts  of  quasi-public  corporations  using  the  streets  and  also  the 
accounts  of  mnnicipalities.  I  think  that  would  be  a  reasonable  suggestion  which 
would  not  frighten  anybody  and  is  right  along  the  lineof  what  is  needed.  There 
is  nothing  radical  about  it  really,  and  yet  it  is  really  radical  in  its  results  and 
Is  one  of  the  most  imxH)rtant  things  that  can  be  done.  I  do  not  know  that  the 
conuniasion  had  better  make  any  positive  recommendations  as  to  the  policy  of 
ownership.  I  think  the  people  will  decide  that  question  as  they  get  the  informal 
tion.  'But  what  the  commission  can  well  do  is  to  get  all  the  information  possible 
and  then  snggest  ways  by  which  more  can  be  gotten  in  every  State  and  in  the 
National  Government. 

I  would  bring  out  this  point,  as  to  me  it  is  a  verv  important  one  in  considering 
ouestions  of  municipal  activity.  It  is  suggested,  How  are  you  going  to  get  rid  of 
the  spoils  system?  I  have  referred  to  that  already,  but  I  want  to  say  this  ftirtiier. 
We  see  under  private  management  the  efforts  of  tliese  vastly  influential  and 
wealthy  companies  to  keen  their  old  franchises  or  to  get  better  ones  or  to  escape 
their  snare  of  taxation.  They  are  in  politics  now.  I  was  told  only  the  other 
day  by  a  very  intelligent  employee  of  a  certain  ^;as  company  that  all  the  employ- 
ees in  that  large  company,  although  it  was  pnvately  owned,  had  to  be  recom- 
mended to  tfaeir  places  by  the  political  boss  of  their  precinct,  and  had  to  keep  np 
their  membership  in  the  organisation  in  order  to  retain  their  positions.     When 
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the  Philadelphia  gaa  works  were  etill  tinder  pnblic  hando,  they  were  buying  40 

rtr  ceot  of  their  gas  from  the  private  company  which  afterwards  leased  the  whole, 
heard  the  enpeiinteudent  Bay  to  an  investigating  committee  of  the  Pennsylvania 
senate  that  they  always  took  their  employees  at  the  recommendation  of  the  Phila- 
delphia aldermen,  and  that  they  did  not  keep  them  more  than  an  hourif  they  were 
ineMcient.  In  fact,  they  were  not  aniions  to  keep  a  great  many  of  them  a  long 
time.becanse,  he  Baid,  "The  more  difforont  people  we  can  hire  in  a  given  month 
the  more  aldei'men  we  can  please  the  more  times."  These  companies  are  in  poli- 
ticB,  in  other  words,  now,  and  they  are  one  of  the  most  demoralizing  factors  in 
politics;  I  believe  it  is  going  to  be  easier  to  convince  the  people  of  the  need  of 
civil-service  reform  and  crasiness  efficiency  than  it  is  to  get  rid  of  the  demoraliza- 
tion connected  with  this  relation  of  private  companies  to  legislative  and  adminis- 
trative bodies.  In  directing  work  against  the  evil  conditions  of  the  present  spoils 
Bvstem  we  do  not  enconntor  very  mnch  sympathy  from  the  leading  bueiness  men, 
the  powerful  interests  of  a  community.  One  can  eipress  hisantipathy  to  the  spoils 
system,  can  work  against  it  very  hard,  and  his  local  opportunities  for  employ- 
ment, the  circulation  of  bis  paper  and  his  position  in  any  line  of  activity,  as  a 
merchant,  mannfactiirer,  or  profeesionat  man,  is  not  likely  to  be  very  much  hurt. 
But  let  him  come  out  with  equal  energy  to  prevent  certain  influences  controlling 
the  granting  of  franchises  in  the  way  they  are  granted,  and  demand  better  reffO- 
lation,  and,  if  he  is  a  lawyer, he  finds  his  clients  of  the  most  profitable  type  falling 
away;  he  is  apt  to  find,  if  he  is  a  busineBs  man.  more  or  less  influence  working 
against  him;  advertising  will  fall  away  from  his  pajier,  and  in  every  other  line 
the  results  will  be  the  same.  And  bo  I  think  it  ib  really  harder  to  improve  the 
T^nlation  of  private  management  than  it  is  to  reform  the  abuses  of  public  man- 
agement. Still,  I  do  not  mean  to  say  from  that — and  I  have  repeated  that  sev- 
eral times — that  any  change  can  be  sudden;  bat  I  believe  there  are  evils  and 
dangers  in  public  management  that  will  have  to  be  very  fully  recognized  and 
very  carefully  guarded  against.  We  need  not  expect  that  we  are  going  to  jump 
into  the  millennium;  only  I  believe  the  progresH  will  lie  in  the  direction  of 
municipal  management  in  those  linos,  even  if  it  only  goes  as  far  as  it  has  gone  in 
England,  nntil  half  the  cities  have  publicly  owtiea  gas  works  and  half  have 

Srivate  management.  The  private  companies  in  England  do  not  oppose  the  pnb- 
c  as  they  do  here,  becatise  of  the  fact  that  half  of  the  cities  are  under  public 
management  in  those  things  and  the  other  companicB  know  that  they  will  be 
in  danger  if  they  do  not  look  out.  The  principle  of  competition  is  an  admira-  ■ 
hie  thing.  I  think  we  should  have  a  greater  approach  to  equality  in  this  conn- 
tar  between  the  cities  that  are  owning  and  the  cities  that  are  not  owning  at  all. 
The  Brooklyn  Bridge  is  an  admirable  example  of  pnblic  and  private  manage- 
ment of  street  raflways.  Since  it  was  taken  over  byprivate  management  there  is 
a  great  deal  more  fault-finding  and  dissatisfaction  than  there  was  before.  It  is 
now  practically  under  private  management.  It  gave  for  many  years  one  of  the 
most  admirable  examples  of  pnblic  management  we  have — right  at  the  doors  of 
New  York  and  Brooklyn. 

Q.  (By  Mr.  Conqbk.J  Do  you  know  whether  one-half  of  the  cities  of  Oreat 
Britain  nave  street  railways  under  municipal  operation? — A.  Just  abont  one- 
half,  I  should  say.  I  can  ^t  more  exact  details  on  that.  About  one-half  of  all 
the  electric  energy  sapplied  for  the  combined  purposes  of  street  railways  and 
hghting  is  municipal.  Local  anthoritieB  in  Great  Britain  own  530  miles  out  of 
987  and  ojierate  833, 

Q,  Those  two  enterprisOB — the  street  railways  and  the  lighting — go  together? — 
A.  There  is  more  and  more  tendency  to  have  the  same  power  stations, 

CJ.  Ib  there  a  common  universal  fare  on  street  railways  there? — A.  No;  they 
have  a  system,  which  I  do  not  like  very  well,  of  praduated  fares  according  to 
distance.  That  is  found  in  private  management  just  as  mnch  as  it  is  in  public 
management.  The  tendency  under  public  manaKement  is  to  increase  the  dis- 
tance yon  can  ride  for  a  given  fare,  and  a  few  cities  are  talking  of  soon  introduc- 
ing the  nniform  fare  like  the  American,-  They  have  also  introduced  it  in  the 
■private  subway  which  has  just  been  completed  and  is  running  in  London.  In 
Liverpool,  where  the  city  has  very  lately  acquired  the  street  raUways,  they  are 
talMug  of  introducing  it. 

Q.  There  is  no  example  of  nniform  fare  on  a  street  railway  in  Great  Britain? — 


A 


will  not  say  that  there  may  not  be  two  or  three  instances  within  a  year. 


think  there  may  be,  but  only  a    . 

Q.  You  spoke  in  the  early  part  of  your  testimony  of  a  system  of  municipal  own- 
ersnip  of  tracks  and  private  operation  of  the  railway.  Are  there  any  notable 
axamplee  of  that  system  in  Great  Britain;  and  if  so.  what  are  they?— A.  There 
were  a  good  many  like  Glasgow.    There  are  still  44.  such,  but  IT  others  were 
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gradnalljr  gacceeded  by  municipal  operation  when  the  francliiBea  ran  out.    The 
companies  did  not  seem  to  Iw  au  proj^eniiive  oe  the  people  wanted.    Now .  whether 
it  WHS  lino  til  this  uyHtem  of  ownership,  or  whether  it  was  due  to  the  limitt'd 
nature  of  their  fraDcliiHea,  I  would  not  undertake  to  say. 
Q.  Du  yua  know  what  the  time  limit  of  thoue  frauohiseH  wauV— A.  It  wiut  21 

Q.  For  operation?— A.  Yes. 

Q.  And  that  ay irt«m.  according  to  yonr  observation,  hfm  not  been  very  satisfactory 
in  Qreat  Britain? — A.  No.  I  do  not  say  that  the  English  people  would  feel  sorry 
they  went  through  it.  They  would  tell  yon,  I  think,  that  ii  they  had  not  done 
that  they  probably  would  have  HUrrendered  the  whole  thing  to  a  private  com- 
pany at  uie  time  it  was  undertaken  years  ago,  and  in  that  way  woold  financially 
have  beeo  worse  uS.  It  enabled  them,  when  tbey  did  want  pnblic  ownership,  to 
set  it  easier  and  cheaper,  bnt  purely  as  a  system,  of  operation  1  do  sot  think  they 
are  very  well  satisfied  with  it. 

(Testimony  closed.) 


Washisoton.  D.  C.  Deeember  II,  1900. 
TESTDCOHT  OF  XA.  ALLEH  EIPLET  FOOTE, 

Editor  of  Public  JWit-ff,  Chicago. 

The  commission  met  at  10. iO  a.m.,  Yice-Chairman  PhUlips  presiding.  At  that 
time  Mr.  Allen  Ripley  Fcxite.  of  Chicago,  HI.,  editor  and  proprietor  of  iSiblic 
Policy,  was  introduced  as  a  witness,  and,  being  duly  sworn,  testified  as  follows: 

S.   (By  Mr.  Litchmaji.)  Please  give  yoor  fall  name,  your  post-offlce  address, 
your  occnpation  or  profession. — A.  Allen  Ripley  Foote;  post-ofBce  address, 
133  Market  street.  Chicago;  editor  and  proprietor  of  Public  Policy. 
.  (i-  As  editor  of  the  paper  have  yon  made  studies  of  economic  subjects? — A. 
Yes, 

Q.  And  particnlarly  in  relation  to  municipal  ownership  of  what  are  commonly 
known  as  pnblic  monopolies? — A.  Yes. 

<j.  What  was  your  profession  before  engaging  in  the  editing  of  this  paper? — A. 
I  have  been  a  student  of  these  subjects  and  a  writ«r  npon  them  for  about  10 
years.  The  first  work  that  I  did  in  a  published  form  was  a  small  book  issued  in 
1889  under  the  title  of  The  Economic  Value  of  Electric  Light  and  Power.  FtJ- 
lowing  that  I  compiled  the  laws  of  each  State  in  the  Union  affecting  public-selT- 
ice  corporations  within  municipalities.  That  was  a  very  large  work,  and  covered 
all  the  laws  of  each  State  in  the  Unit«d  States,  from  the  organization  of  the  State 
>  the  date  when  the  work  was  completed,  and  the  decisions  of  the  courts. 


iSdotl 


the  attorneys'  work.    My  own  part  of  that  work  was  a  discussion  of  the  et 

principles  involved  in  that  legislation.  Since  then  I  have  been  writing  pamphlets 
and  addressing  different  organizations  on  these  subjects.  In  ISftK)  I  drew  the 
schedules  for  the  Eleventh  Cen.sus  that  had  to  do  with  the  electrical  industries. 

Q.  Now,  will  yoo  kindly,  in  your  own  way.  give  us  a  statement  of  your  views 
in  relation  to  the  municipal  ownershtpor  control  of  these  so-called  pnblic  monop- 
olies?—A.  I  can  do  that  in  a  very  brief  way  by  simply  referring  to  some  matters 
that  will  give  the  record  exactly.  In  IWO.  at  the  annual  meeting,  then  held  in 
Washington,  of  the  American  Economic  AHKOciation,  I  offered  two  resolntiODs 
which  define  my  position  on  this  question  then  and  since  and  now.  They  are  very 
short  and  I  will  read  them. 

divie 

by  corporations  performing  ^uasi  public  servicps. 

'•Resolved,  second.  That  said  divisions  be  so  made  that  the  effect  of  each  essen- 
tial economic  factor  will  be  shown,  to  the  end  that  correct  statistics  maybe 
obtained  through  a  uniform  method  of  accounting  as  a  basis  for  intelligent  eco- 
nomic discussion  and  legislation.'' 

My  remark  following  that  is  simply  this: 

(Reading:)  "  We  must  first  agree  on  what  item?  constitute  cost:  then  we  must 
see  to  it  that  these  it^ms  are  honestly  includeil  in  all  statements  bf  cost.  This 
done,  we  are  in  a  poaitioo  to  take  intelligent  action,  and  may  then  award  the  con- 
tract to  the  municipality  or  to  private  enterprise,  whichever  in  the  Ught  of  the 
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iiu-tH  HO  i)l)taine(l  may  aiippar  to  be  to  tholiest  economic  advantaBe  of  tho  feTcatfr 
nnmbei*  iif  ^loinile — thosi'  who  toil  und  me  ivoor." 

Tiiat  U  my  attitude  on  tlie  iineation  and  always  haa  been— ia  to-day.  In  the 
diBouHaiim  referred  to  in  my  law  book  I  have  a  paragraph  to  ehow  my  attitude, 
which  I  will  read. 

(Reading;)  "  When  a  ^nblic  need  is  to  be  supplied  the  service  mnst  be  rendered 
either  by  toe  representativea  of  the  public  in  the  name  and  for  the  accountof  the 
public  or  by  induHtrial  corporations  in  tho  name  and  for  the  account  of  their 
share  and  l>ond  holders.  Which  course  shall  be  pursued  is  purely  a  question  of 
public  policy.  The  economic  principle  involved  is  tbatof  serving  the  interestsof 
every  individual  economically  through  the  public  service  rendered.  If  thisreault 
is  gained  under  the  management  of  a  political  monopoly  more  effei^tnallv  than 
under  the  inanagementof  an  induBtrial  monopoly,  then  the  State  is  bound.by  the 
sacred  trust  it  represents,  to  place  and  keep  the  management  u^jder  the  adminis- 
tration of  the  political  monopoly;  but  if  the  reverse  be  true,  the  duty  imposed 
upon  the  State  demands  that  it  shall  place  and  keep  the  management  nnder  the 
administration  of  an  industrial  monopoly." 

Here  is  another  paragraph; 

(^Readinjr;)  "  It  may  be  afBrmed  as  a  fundamental  economic  principle  for  the 
guidance  of  economic  legislation  that  no  public  need  should  be  supplied  nnder 
the  management  of  a  political  monopoly  that  can  lie  8U|iplied  witn  equal  eco- 
nomic advantage  to  the  users  of  the  service  under  the  management  of  an  indus- 
trial monopoly.  The  best  interest  of  the  naers  of  the  service  is  the  flrat  object 
of  the  protection  and  care  of  the  State." 

Here  are  two  propositions; 

(Reading;)  "First.  That  an  industrial  corporation  organized  to  supply  a 
perpetual  municipal  need  shall  have  the  eiclnsive  right  to  supply  the  need 
pert>etnally. 

"Second.  That  all  accounts  shall  be  honestly  and  correctly  kept;  that  economic 
thrift  shall  be  insisted  upon  in  every  department,  and  that  charges  for  the  use  of 
eevices  Hhall  bear  a  fisetl  relation  to  the  necessary  coat  of  production." 

This,  I  judf^.  is  sufHcient  to  indicate  my  position  on  the  i^uestion. 

That  work  was  done  in  1  SOS.  Since  then  I  have  been  Ptudjing  these  (lueations 
in  every  form  in  which  I"came  in  contact  with  them,  and  I  have  no  occasion 
to  change  my  position  in  the  matter.  My  last  work  was  in  connection  with  the 
Ohio  legislature  last  winter  (1900).  I  attempted  to  draft  some  bills  to  bring 
my  views  into  practical  use.  You  will  see  at  once  from  the  attitude  I  take 
that  I  say  a  uniform  syst«m  of  accounts  is  fundamental  to  any  settlement 
of  the  question,  whichever  way  it  is  settled.  The  facts  must  be  kno^vn:  you 
must  act  upon  the  basis  of  fact  or  you  can  not  act  intelligently.  Therefore  I 
have  concentrated  all  my  work  these  10  years  directly  to  that  point,  working  up 
to  that  point.  It  is  now  getting  to  be  (fuite  well  understood,  and  there  is  a  great 
deal  of  work  being  done  toward  starting  a  system  of  uniform  accounting. 

The  best  work  that  has  been  done  in  tliat  line  is  in  the  State  of  Wyoming. 
That  Stat«  has  an  examiner  who  has  been  in  office  about  ID  years.  His  powers 
are  ample  and  his  work  is  good,  and  the  benefits  derived  from  the  work  in  that 
State  are  sufficient  justification  for  the  representation  that  bos  been  made.  I 
have  in  my  hands  a  paper  that  the  State  examiner,  Mr.  Henderson,  is  to  read 
tills  week  before  the  League  of  American  Municipalities.  (Charleston,  8.  C, 
Deceml>er  13-15, 1800.) 

y.  (ByMr.CLAKK.)  Is  this  gentleman  a  State  officer?— A.  Yes;  hehaa  heldthia 
piwition  of  State  examiner  for  about  10  years,  and  this  paper  gives  his  experience 
of  the  practical  workings  of  it.  Mr,  Henderson  is  known  as  the  State  examiner. 
We  would  call  him  auditor,  but  they  use  the  title  "  examiner."  The  law  under 
which  he  acts  gives  him  authority  to  enter  into  any  office  where  there  is  a  public 
account  kept  and  examine  the  accounts.  He  examines  the  accounts  of  all  the  State 
iuKtitutions,  the  State  University,  the  State  corrections  establishments,  the  insane 
aayloms,  and  all  pablic  institutions.  He  examines  all  tbe  accounts  of  the  county 
commissioners— -I  do  not  know  whether  they  have  townships  or  not;  but  the  law  is 
very  broad.  It  lets  him  examine  every  account  that  affects  the  public  interest. 
Ho  reports  to  tho  governor.  The  law  gives  him  the  authority  to  enter  the  office, 
make  an  examination  at  any  time  he  pleases,  without  notice,  and  if  he  finds  a  con- 
dition that  justifies  it,  it  empowers  him  t<}  take  possession  of  the  office  in  the 
name  of  the  governor  of  the  State  and  turn  the  incumbent  out  instantly,  making 
his  report  to  .the  governor,  of  coarse,  and  having  his  action  justified  afterwards. 
It  is  broad  enough  to  cover  every  contingency  of  that  kind.  He  can  compel  the 
attendance  of  witnesses,  the  production  of  all  books  and  [Mipei-s,  put  people  under 
oath,  and  take  evidence,  etc. 
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Q.  {By  Mr,  Phillips.)  Dwh  lif  ili>  thin  throngh  Picixirt  acconntantK,  ■>r  do  it  all 
hiniKcir? — A.  Uc'doesit  liimsdf. 

Q.  Is  he  able  to  rlo  it  all? — A.  Yim  know  tlial  Slato  is  Hmall;  that  is  om^  uf  the 
advantagee.  There  halt  bet^n  an  opportunity  where  the  ayHtem  could  he  experi- 
mented with  on  a  small  Hcale:  bnt  tlie  work  is  ample  jnBtiflcation;  andin  tlio  lifiht 
of  the  advantages  mentioned  in  the  Rtateraent  Mr.  Henderson  makes,  1  can  not  see 
how  any  State  legislatnre  can  refnse  to  pat  this  system  in  operation  in  any  State. 

Q.  (By  Mr.  Litc'IIHan. )  Yonthinkthere  isnothing that  wonld  prevent theappli- 
cation  of  this  nyritem  to  a  larger  State — examining  the  ucconntit  in  a  larger  SIaU; 
by  the  »i8e  of  an  additional  number  of  examiners?— A.  The  principle  of  the  law  is 
aU  right.  Of  course,  when  yon  come  to  your  adjustments,  it  takes  a  di&erent 
form.  In  some  States  yon  would  call  your  man  the  controller  or  the  auditor;  you 
would  want  the  work  done  through  one  office  or  another,  or  you  might  create  an 
independent  office  for  it,  bnt  that  is  all  detail. 

Q.  Bnt  the  main  imint  is  the  system  of  public  accountants?^ A.  Yes.  I  have 
been  in  close  touch  with  Mr.  HenderKon  for  a  number  of  years  and  ho  hae  fur- 
nished me  the  pages  of  all  his  forms  of  accounts  and  everything  of  that  kind,  so 
I  am  about  as  familiar  with  it  as  I  could  be,  not  being  in  the  State  and  working 
with  him.     And  I  get  his  reports. 

S.  (By  Mr.  Ke-snedy.)  His  duties  relate  to  the  <iua8i-public  or  so-called  munic- 
monopoliea  only,  and  not  to  all  the  corporationw  or  the  State? — A.  The  law 
^oes  not  apply  to  the  corporations;  it  applies  to  all  public  accounts. 

The  title  of  this  paper  is  this:  "The  benefits  derived  from  uniformity  and 
independent  auditing  of  public  accounts." 

Q.  (By  Mr.  Litchmak,)  And  this  leads  up  to  the  position  which  you  take  on 
this  question,  and  is  in  detailed  explanation  of  that? — A.  Yes, 

Q.  (By  Mr.  A.  L.  Harkis.)  I  suppose. Mr.  Henderson,  of  course,  gives  fvdl 
authority  for  that  paper  to  be  used  by  you  in  your  testimony? — A.  It  is  in  my 
hands,  to  be  used  in  my  discretion. 

(The  paper  above  alluded  to  was  thereupon  reail  by  the  witneas,  as  follows;) 

The  Benkfith  DEBrvED  prom  Uniformity  and  Independent  Additino  of 
PuBuc  Accounts. 

'  lor  the  Huiw  f>f  Wvomlnit,  rrn4  before  Ihp  Leamie 
iBl  coiiventlon,  held  al  ChailcaUn, »,  C.  Drwmbei 

Ji-I-l,  JWV.J 

In  discussing  this'  subject  it  must  be  assumed  that  a  uniform  system  of 
accounting  has  been  adopted;  that  the  State  or  States,  as  the  case  may  be,  have 
provided  by  statute  for  the  creation  of  the  office  of  examiner,  and  that  he  has 
entered  upon  his  duties, 

HIGHER  STANDARD   IN    ADHINKTBATION. 

A  plan  for  uniform  accounting  can  not  be  made  operative  without  the  machin- 
ery necessary,  i.  c.,  a  statute  providing  in  general  terms  for  the  creation  of  an 
oSce  or  commission  that  shall  be  vested  with  power  to  provide  the  necessary 
forma  to  be  used  in  establishing  the  system. 

The  creation  of  the  office  of  examiner  or  of  a  commission  indicates  clearly  the 
desire  of  the  people  to  rise  to  a  higher  standard  in  the  administration  of  public 
affairs.    This  statement  you  may  question, but  I  hope  to  be  able  to  show  concln- 


BBOINNINOS   OF   THE   BYSTEM — WYOMING  S   LEAD. 

Unif  otmity  in  accounting  and  State  examination  by  an  anthorized  officer  or  com- 
mission, in  so  far  as  it  relates  to  Stsite,  county,  and  municipal  affairs,  is  of  recent 
origin,  i  believe  that  the  then  Territory  of  North  Dakota  was  tlie  first  to  pro- 
vide for  a  Territorial  examiner,  whose  duties  were  briefly  prescribed  and  were  of 
a  superficial  nature. 

Minnesota  next  followed  Dakota's  example  and  included  with  the  duties  pre- 
scribed by  the  Dakota  statute  the  examination  of  accoiints  of  building  associa- 

Wyoming  was  first  to  provide  for  the  examination  of  the  accounts  of  State  and 
county  officers  and  accounts  of  Stat«  institutions  and  State  banks.    Later  the  law 
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was  BO  amended  tfaat  at  the  preeeot  time  the  examiner  has  fnll  and  complete 

8U])erviai(ni  (if  cvpry  pnblic  account  within  the  State,  whether  State,  county, 
municipal,  or  Hcliool  cuHtriut. 

In  more  recunt  yeara  Httemptfl  by  other  States  to  enact  a  law  h»vin;{  provixionB 
siiuilar  to  the  law  in  efFoc'tiu  Wyoiniuu;  have  almost  all,  for  various  reasons, 
faUed  of  enactment.  Tlie  opposition  to  tLo  passage  (if  uncU  a  law  has  come  from 
all  sidea  except  the  taxpuying  public. 

SODKCK3  OF  OPPOSITION  TO  THE  BTSTEU. 

Among  those  opposing  snrh  a  measure  may  be  fonnd  designing  officeholders, 
Bchoolbook  compamea,  bridge  companies,  and  others,  including  iudividaal  mem- 
bers of  boards  of  trustees,  regents  and  faculties  of  univeDiities,  colleges,  and  his- 
torical societies,  none  of  wliom  have  any  material  interest  in  the  economical 
administration  of  the  aCairs  of  public  government.  I  regret  to  make  a  statement 
of  this  nature,  but  it  will  be  an  advantage  to  those  whose  efforts  will  be  directed 
during  the  coming  winter  toward  securing  the  favorable  consideration  of  such  a 
law  by  their  legislatures  to  know  where  their  opposition  may  be  found. 


wi^el 


To  det«rmine  the  benefits  we  must  ascertain  what  is  meant  by  uniform  account- 
ing.   Uniform  means  regular,  unvaried,  alike,  coneistent. 

Uniformity  in  accounting  provides  that  all  records  shall  be  alike;  tliat  is  to  say, 
records  of  all  county  treasurers  stiall  be  alike  in  form;  their  reports  shall  be  alike; 
in  fact,  the  method  of  keeping  accounts  shall  be  so  similar  that  the  treasurer  of 
one  county  might  outer  the  office  of  any  other  county  treasurer  within  the  State 
and  at  once  be  alile  to  keefi  the  accoants  of  the  office  and  perform  the  duties  as 
successfully  as  the  true  incumbent.  This  is  what  we  term  umformity  in 
occountiiig. 

ALI,  PUBLIC  ACCOUNTS  SHOULD  BE  INCLUDED  IN  THE  SYSTEM. 

How  far  should  it  extend?  To  every  county,  city,  town,  borough,  village,  school 
district,  or  other  political  subdivision,  and  last,  but  not  least,  to  every  officer 
of  the  State  and  all  of  the  State  institutions.  It  should  be  so  complete  as  to 
embrace  every  department  of  government  within  the  State.  Each  department 
should  have  records  and  report  blanks  especially  prepared  and  should  report  upon 
call  to  the  officer  baring  supervision  on  a  date  already  passed.  Under  this  plan 
it  will  he  possible  to  compare  the  receipts  and  disbnrHements  in  every  department 
of  government  with  those  of  the  previous  year,  and  the  finances  of  one  county  or 

^"  '  may  be  compared  with  a  neighboring  county  or  city.    Further,  the  report 
L  show  the  sources  of  receipts  and  the  purpose  of  disbursements. 

F   SUPERVISION.      DEPARTMENT  SELF-BUST AININO. 

But,  you  ask.  are  there  any  benefits  to  be  derived  from  such  a  system  of 
accounting  without  the  supervision  of  some  one  charged  with  the  dunes  of  an 
examiner?  Yes,  there  are  advantages,  but  the  statistics  are  not  recognized  as 
being  reliable;  they  have  not  been  under  the  scrutiny  of  a  disinterested  and 
unprejudiced  person. 

Permit  me  to  say  that  sni>erior  advantages  will  be  derived  if  there  is  supervi- 
sion by  an  officer  having  authority  to  ascertain  whether  or  not  such  repoita  are 
correct.  Such  an  officer  should  be  free  from  all  alliances  with  any  other  office; 
he  should  have  no  superior  officer  save  and  except  the  governor.  The  eipense  of 
matntaining  bis  department  will  be  amply  repaid  through  the  system  he  will 
enforce  and  the  funds  illegally  disbursed  that  he  will  recover.  From  one  source 
alone  I  derive  for  the  State  50  per  cent  more  per  annum  than  isnecessary  to  meet 
the  cost  of  my  department.  The  duties  of  a  State  examiner  are  not  confined  to 
merely  checking  up  and  examining  the  reports  of  officers:  they  embrace  a 
thorough  examination  of  the  accounts  and  checking  tbem  into  the  proper  charge 
columns. 

DUTIES  OF  AN  EXAMINER. 

A  technical  and  detaUed  examination  of  the  accounts  of  all  fiduciary  officers 
must  bomade;  an  examination  of  this  character  leads  to  an  inquiry  into  the  sev- 
eral causes  for  the  creation  of  certain  lines  of  expense.  The  examiner  must 
report  truly  and  intelligently,  without  fear  or  favor,  and  it  is  his  duty,  and  he 
wul,  if  he  IS  a  proper  officer,  ascertain  whether  or  not  the  expenditure  of  public 
funds  has  been  economical. 
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"  He  mnst  be  a  bnsitiees  man,  haring  the  abilitr  to  manage  and  direct  one  of 

the  greateBt  bnsinees  interests  of  our  ccontry.  He  mnet  be  able  to  uonfer  in  an 
adviHory  capacity  with  the  oflieors  whose  acconnts  he  snpervines.  Too  often 
individnals  are  elect«d  to  public  office  who  have  no  adapatiim  to  the  bnainesB  to 
be  performed:  their  edncation  ami  training  have  been  along  other  lines.  Then  it 
is  tnat  the  impartial  cotinEel  of  an  examiner  becomes  of  value  to  the  public.  It 
is  then  that  his  business  experience  operates  to  the  benefit  of  the  governed." 

LAVISH  EXPENDITtTRES  IN  THE  ABSEMUE  OF  SUPERVISION. 


trust  that  yon  will  bear  with  me  in  my  remarks,  that  a: 
character. 

During  the  earl^  period  of  settlement  in  the  West  the  value  of  money  was  not 
as  carefully  considered  as  at  the  present  time.  Individuals  were  lavish  with 
their  own  rands  and  oftentimes  with  borrowed  money,  and  they  subsequently 
foond  that  in  a  remarkably  short  time  a  compotency  had  been  squandered,  and 
that  their  liabilities  largely  exceeded  their  assets. 

This  condition  was  not  confined  to  individual  interests  or  private  enterprises, 
bnt  was  manifest  in  a  greater  degree,  perhaps,  in  puhhc  affairs.  It  wonld  seem 
that  in  every  new  county  created  or  municipality  organized  the  first  effort  made 
by  the  persons  haring  charge  and  control  of  public'  affairs  was  to  create  an 
indebtednees  evidenced  by  warrants  or  other  secnrities,  and  to  lavishly  expend 
the  proceeds  without  regard  for  the  interests  of  the  taxpaying  public  or  future 


I  have  referred  to  this  condition  as  existing  In  the  West;  perhaps  it  is  not  con- 
fined to  that  particular  locality;  in  fact,  if  report^s  are  to  be  relied  upon.  I  am  dis- 
posed to  believe  that  there  are  at  this  time  jnst  snch  conditions  existing  in  many 
mnnicijialities  and  other  public  governments  of  States  located  east  ot  the  Mis- 
sissippi Biver. 

WTOMINO'S  CONDITION  BEFORE  AI>0PTINO  THE  SYSTEM. 

Wyoming,  in  common  with  other  States,  suffered  from  the  negligence  and  lack 
of  business  methods  that  prevailed  among  public  ofBcers,  Her  county  indebted- 
ness had  increased  front  year  to  year,  while  there  was  no  i>erceptible  increase  in 
the  value  of  her  improvements. 

Our  constitution  provided  that  any  indebtedness  existing  at  the  date  the  Terri- 
tory was  admitted  to  statehood  might  be  bonded,  provided  the  bonds  Issned  shoold 
not  exceed  4  per  cent  of  the  assessed  valuation  of  the  county  or  municipality, 
as  the  case  might  be.  The  counties  availed  themRelves  of  this  privilege,  bnt,  with 
perhai»8  two  exceptions,  immediately  proceeded  to  create  new  indebtedness,  con- 
trary to  the  provisions  of  the  statute,  that  would  subsequently  have  to  be  legalized 
and  cared  for  or  repudiated.  The  ultimate  result  att«oding  the  creation  of  such 
indebtedness  was  not  a  matter  of  serious  consideration  of  the  officers  who  assisted 
in  creating  it. 

BBOINNINO  OF  BETTER  CdNOITIONS. 

In  ISfnj  I  found  that  the  expense  of  our  county  governments  amounted  to 
$413,000,  a  large  amount  of  whicli  could  not  be  and  wasnot  paid  from  the  revenues 
then  collected. 

In  1893  I  endeavored  to  curtail  exnensen  and  abolish  the  system  of  creating-an 
indebtedness  that  had  no  legal  standing.  In  this  I  succeeded,  with  a  few  excep- 
tions, and  subsequently  secured  the  enactment  of  a  provision  o£  law  making  it  an 
offense  to  create  any  indebtedness  in  excess  of  the  actual  receipts  of  the  current 
year  for  public  account,  the  current  year,  as  define<5 ,  being  from  the  first  Monday 
in  January  last  past  to  the  first  Monday  in  January  next  ensuing. 

AN  EFFECTIVE  REMEDY  FOR  UNTHRIFTY  ADMINISTRATION. 

This  law  farther  provideil  that  any  indebtedness  created  in  excess  of  snch 
receipts  should  be  null  and  void,  as  against  the  county  or  other  corx>oration,  bnt 
that  it  would  operate  as  a  lien  against  the  officers  creating  the  same  and  their 
*" "    '  This  restriction  bad  the  desired  effect. 
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EVERY  COUNTY  OS  I 

In  1892  there  were  two  countieN  in  our  State  apon  an  approzimate  caah  basis. 
County  scrip  was  sold  at  from  50  to  90  cents  on  the  dollar.  To-day  every  connty 
of  the  State  is  on  a  caah  basis  and  has  a  anrplns  to  carry  over  to  the  Buccee^ling 
year.  This  condition  has  exiatedfot  two  years, notwithstanding  the  fact  that  onr 
ratea  of  taxation  have  decreased  annoally.  The  expense  of  maintaining  our 
1  the  year  1899,  compared  with  1892,  shows  a  decrease  of 


Oar  towns  and  mnnicipalities  generally  are  upon  an  absolute  cash  basis  and  in 
none  ia  there  any  indebtnesH  created  that  can  not  be  discharged  from  the  rereuuea 
that  are  levied  and  collected  for  the  cnrrent  year.  In  State  a&airs  the  same 
degree  of  eicetlency  obtains.  No  indebtedness  is  created  in  excess  of  the  revenues, 
anit  no  warrant  is  issned  that  can  not  bo  paid  upon  presentation  to  the  Stete 
treasurer. 

HOW  THIS  CONDITION  WA9    BROOOnT  ABOTTT. 

The  question  arises,  How  was  this  condition  brought  about? 

First.  The  examiner's  reports  are  written  and  are  open  to  the  public.  The 
criticisms  passed  or  the  compliments  expressed  are  published  by  the  newspapers 
and  disseminated  among  the  pnblic  in  general. 

Second.  The  standard  of  mtegrity  and  competency  of  those  nominated  and 
elected  has  been  materially  elevated,  and  in  securing  business  men  and  taxpayers 
to  administer  the  affairs  of  government  the  interests  of  all  have  been  protected. 

PUBLI<;  AFFAIRS  SHODI.U  BE  ADMINISTERED  AS  CAREFULLY  A3  PRIVATE  INTERESTS. 

I  maintain  that  it  is  the  consensus  of  opinion  that  pnblic  affairs  should  be 
administered  as  carefolly  as  private  interests:  that  the  individuals  delegated  to 
conduct  public  affairs  shonld  have  as  mach  ability  as  the  men  employed  by  our 
business  corporations. 

Those  in  charge  of  the  various  departments  of  govemmBut  in  my  State  believe 
that  the  interests  of  all  are  best  served  by  a  rigid  enforcement  of  economy;  that 
for  every  dollar  expended  there  should  be  its  equivalent  rendered  either  ia  labor 
or  material.  Every  dollar  expended  under  our  present  system  is  worth  $1,38  as 
expended  before  we  had  uniform  accounting  or  State  supervision.  This  accounts 
in  a  measure  for  the  decrease  in  our  expenses.  We  have  closer  tai  coUectiona, 
and  it  can  be  positively  stated  that  every  dollar  coUect«d  is  accounted  for. 


We  have  had  hut  one  default  that  was  not  paid  in  full  without  a  snit  at  law. 
The  amount  involved  in  that  case,  which  was  compromised,  was  about  $400.  As 
a  matter  of  fact,  State  supervision  eliminates  the  opportunities  to  embezzle  public 
funds.  The  officer  knows  that  his  ac^ts  will  be  thoroughly  investigated,  and  this 
knowledge  lessens  temptation. 

Fiduciary  officers  will  make  mistakes;  in  fact,  we  are  all  liable  to  err, but  such 
mistakes  are  not  willful,  and  when  attention  is  called  to  them  they  are  at  once 
rectified  and  will  not  occur  a  second  time. 

The  examiner  is  valuable  to  the  administration  when  difficult  problems  are  pre- 
sented. His  experience  enables  him  to  reach  conclusions  readily,  and  he  is  keen 
and  quick  to  discover  the  looi)holes  and  dead  falls  that  are  embraced  in  every 
Xtropoaition  of  magnitude.  It  is  through  his  efforts  that  prejudice  and  personal 
quarrels  in  public  affairs  can  be  overcome.  His  interests  is  for  the  good  of  the 
people  at  la^e  and  not  for  auy  clique. 
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VALUE  OF  ONX  EXAMINATION  A  LESSON  FROU  EXPERIENCE. 

Recently  I  examined  the  recoTde  of  &  Bmall  town  npon  two  matters  that  reqnired 
personal  information.  The  eiamination  was  volantary,  the  neceesity  not  Dicing 
apparent  to  the  town  oflicers.  After  2  days  of  hard  work  I  called  the  councO  or 
board  of  trustees  together  and  brooght  to  their  attention  conditions  nnknown  to 
them  that  were  of  vital  importance  to  the  people  of  the  town  and  its  property 
Interests.  No  deficiency  or  fonds  was  shown,  yet  the  meeting  of  the  board  was 
an  important  one,  and  after  talking  with  them  for  1  honr,  advising  them  of  their 
datiea  and  calhng  their  attention  to  certain  ordinances,  I  was  informed  that  the 
meeting  had  been  most  profitable;  that  the  advice  was  worth  $500  to  the  cit^  in 
Ute  administration  of  its  affairs.  If  the  advice  waa  worth  (500,  the  examination, 
with  its  diacloenres.  was  worth  more. 

A  RELIABLE  BAROMETER  FOR  THE  omDANCE  OF  PUBLIC  POLICY. 

With  uniformity  in  accounting  yon  will  have  a  barometer  to  gnide  yon  in  pub- 
lic affaire;  you  will  have  a  defimte  knowledge  of  what  percentage  of  your  income 
la  fromtaxation  and  what  from  other  soorces;  what  percentage  of  the  taxes  levied 
are  collected  and  the  class  of  people  who  escape  the  collector,  willfnlly  or  other- 

Witiiont  uniform  accounting,  how  many  know  the  pnrposes  to  which  the  gen- 
eral revenues  of  governments  are  diverted?  Practically  none  except  the  disburstng 
officer  and  the  auditing  board.  Comparative  and  uniform  statements,  with  all 
expenses  properly  classified,  are  not  prepared  and  the  administration  has  only  a 
general  knowledge  of  its  expenditures. 

UNIFORX 

Permit  me  to  call  attention  to  our  public-service  indastries  and  the  popular 
theme  of  municipal  ownership.  Upon  what  basis  can  it  be  determined  whether 
"  not  anch  indastries  would  oe  seu-supportingT  What  plana  or  methods  wonld 
employ  showing  the  entire  cost  of  ownership  and  operation?    How  will  it  be 
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CORRECT  ACCOUNTINO  THB  RIGHT  OP  EVERY  TAXPAYER. 


Uniform  and  correct  accounting  go  hand  in  hand  and  are  inseparable,  and  I 
affirm  that  the  best  results  can  on^_  be  obtained  through  these  two  principles. 

In  correct  acconuting  we  believe  in  the  proper  classification  of  all  receipts  and 
disbursements.  It  is  the  right  of  the  taxpayer  and  the  officers  of  every  public 
povernment  to  have  the  accounts  show  tmlyand  correctlythe  eipenseBof  operat- 
ing and  controlling  such  governments,  and  yet  in  no  other  department  of  business 
do  the  people  give  so  little  attention  to  the  application  and  use  of  their  funds. 

A  man  employs  a  steward  in  his  houBeholu  and  intrusts  >ii'ii  with  the  purchas- 
ing of  all  supplies,  but  when  the  accounts  are  presented  for  payment  he  carefully 
scans  every  item  on  the  bill,  and  should  there  be  an  overcharge  apon  any  article 
charged  he  immediately  registersacomplaint.  Does  the  same  rule  apply  in  public 
affaire?  Do  the  individuals  who  pay  taxes  carefully  scan  every  account? 

If  it  is  necessary  for  the  head  of  the  honsehold  to  scan  tbeaccountsof  the  stew- 
ard, is  it  not  fully  essential  that  he  shall  scan  the  accounts  and  inquire  into  the 
various  expenditures  made  by  those  who  occupy  the  position  of  public  steward? 

UNIFORM  ACCOUNTINO  KEDUCES  TAXATION. 


leads  to  public  economy  in  every  department  of  government. 

Someone  has  said,  "One  felt  like  apologizing  to  an  intelligent  people  when  he 
recommended  uniform _ accounting  and  State  examination.''  In  this  I  heartily 
concar. 

A  FUNDAMENTAL  PKINCin.E  OF  PROGRF,SS. 

The  necessity  of  the  system  is  so  apparent  that  it  needs  no  recommendation. 
It  is  a  fnudamental  principle  that  should  be  embroceil  in  every  department  of 
government.    It  is  not  a  reform  idea.    It  is  progression.    It  is  the  matter  of 
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enforcing  h  system  eo  complete  and  yet  bo  eimple  that  every  taxpaver  may  nnder- 
stand  what  it  means.  It  forme  a  basis  upon  which  the  revenaes  for  the  support 
of  any  government  can  be  estimated  with  a  reasonable  degree  of  pmitiveneea. 
I  take  it  that  we  are  not  gathered  together  with  the  intention  of  establishing  any 
reforms  whatsoever:  rather  that  this  convocation  is  for  the  nnrpose  of  dif&sing 
knowledge  and  formulating  plane  in  government  that  nave  a  progressive 
tendency. 


Municipal  ownership  has  been  recommended  by  this  league  as  one  of  the  prin- 
ciples looking  toward  more  perfect  equalization  of  burdens,  and  relieving  the 
ttupayer  in  a  measure  at  least.  It  matters  not  whether  or  not  I  am  in  favor  of 
this  principle,  but  it  does  matter  whether  or  not  we  have  a  full  and  complete 
knowledge  of  the  cost  and  operation  of  sachindnstries,  whereby  a  reasonable  con- 
clusion of  the  value  of  the  property  can  bedetermined.  With  haphazard  methods 
of  accounting,  there  is  absolutely  no  way  of  arriving  at  this  conclusion,  and  I 
maintain  that  the  purchase  of  public-service  proi>erties,  where  there  is  neither 
uniform  acconnting  nor  State  supervision,  is  like  buying  "  a  pig  in  a  poke." 

A  couple  of  years  since  a  friend  of  mine  was  urged  by  a  house  baodling  a  large 
bond  business  t«  purchase  some  street-railway  bonds  in  a  city  in  the  Middle  West. 
The  securities  were  recommended  as  gilt-edged,  and  a  smaU  block  of  the  bonds 
was  purchased.  In  less  than  a  year  thereafter  he  received  a  letter  from  the  bond 
house  to  the  eSect  that  it  had  been  found  that  the  plant  was  in  a  poor  physical 
condition,  that  the  statement  of  the  company  showing  receipts  and  aisbursements 
and  general  expenses  had  proved  unreliable,  and  the  securities  were  much  depre- 
dated and  there  was  practically  no  opportunity  for  him  to  realize  fully  upon  his 
claim.    All  of  this  within  less  than  a  year. 

Engineers  and  experts  had  reported  upon  this  property,  bat  it  seems  that  their 
first  report  did  not  correBpond  with  the  second.  That  the  engineer  should  have 
discovered  the  condition  of  the  property  is  unquestioned,  but  the  chief  cause  for 
criticism  was  the  system  of  accounting.  I  mention  this  fact  to  call  attention  to 
conditions  that  may  be  encountered  in  the  purchase  of  public  utilities  by  municipal 
corporations. 


Let  na  have  a  period  of  uniform  accounting  and  State  supervision,  provide  that 
the  accounts  of  quasi-public  corporations  shall  be  subject  to  such  State  ofBcer  or 
1,  and  that  the  form  of  records  he  shall  prescribe  shall  be  the  form  of 


After  this  method  has  been  employed  for  a  few  years  1  believe  that  instead  of 
municipal  ownership  a  better  plan  will  be  devised.  The  public-service  company 
will  be  permitted — 

First,  To  retain  from  its  earnings  the  interest  on  its  bonded  debt. 

Second.  A  reasonable  interest  on  tlie  investment. 

Third.  A  reasonable  profit  upon  the  investment. 

Fourth.  A  sinking  fund  for  the  redemption  of  the  bonds  as  they  mature. 

Fifth.  A  reasonable  amount  to  beset  aside  annually  for  maintaining  the  physical 
condition  of  the  property. 

Sixth.  Dividing  the  residue,  if  any,  between  the  c<impany  and  the  municipal 
corporation. 

HONE8T  AND  INTELLIGENT  MEN  WANTED  IN  OFTICE, 

In  a  convention  that  I  attended  not  long  since  I  heard  a  fp^at  deal  abont  dis- 
honest pubMc  officials,  in  that  they  were  controlled  by  quagi-pnblic  corporations 
and  that  such  corporations  controlled  primaries  in  both  thegreat  political  parties 
and  .secured  the  nomination  of  men  to  ofSce  whom  thejr  could  control.  I  am  not 
a  corporation  man,  I  do  not  own  a  share  of  stock  in  any  corporation  in  the 
Unit-ed  States,  but  I  wish  to  say  that  general  Htatf'meuts  like  the  foregoing  are 
erroneous  and  mJKlcading. 

Corporations  are  aniious  that  men  should  be  eleeted  to  office  who  possess  a  high 
degree  of  business  ability  and  who  are  honect  and  will  furnish  an  economical 
administration  of  the  affairs  over  which  they  preside.    They  are  not  feuful  of  an 
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honest  and  intelligent  body  of  men,  but  capital  and  corporatione  alike  are  fearfnl 
of  ofBcera  who  represent  aisboneBt  principlee;  and  if  anch  men  are  nominated  to 
office  by  people  who  vote  blindly  ana  witbout  consideration  of  their  own  interests 
as  taxpayers,  it  is  altogether  probable  that  corporations  will  do  what  they  can  to 
protect  tneir  own  int«re8ta. 

THE  LBAOCB  OF  AMERICAN  UtTNtCIPALlTIBS  SHOULD  JOIN  FORCES  WITH  ALL 
WHO  ARE  WORKINO  FOE  THE  ENACTMENT  OP  LAWS  TO  ESTABLISH  UNIFORM 
ACCOnNTIKa. 

Resolutions  adopt«d  in  1898  by  the  League  of  American  Mnnicipalities  not  onlv 
recODunend  that  a  system  of  uniform  acoonnting  and  Stat©  examination  BhaU 
apply  to  public  accounts,  but  that  it  shall  reach  and  embrace  public  service 
corporations. 

Tnis  leagne  stands  committed  to  the  principle  of  uniform  accountiug  and  State 
examination,  and  it  would  be  impolitic  to  recede:  yet,  so  far  as  I  am  informed, 
no  action  baa  been  taken  toward  tbe  enactment  of  tbe  provisions  of  its  resolntion 
into  State  laws. 

However,  bills  providing  for  unifurmity  in  accounting  and  State  examination 
have  been  introduced  in  several  State  legislatures  duriu);  tbe  past  two  years,  and 
I  believe  that  the  educational  plan  adapted  since  by  some  of  thetie  States  will 
finally  result  in  the  enactment  of  a  law  tnat  will  commend  itself  to  every  honest 
and  liberty-lovins'  citizen- 
It  is  possible  that  if  this  leagne  and  all  the  other  associations  now  working 
alouf^  tnese  same  lines  could  join  forces,  satisfactory  results  would  bo  more 
surely  and  speedily  realized. 

Note.— After  the  above  paper  had  been  read,  in  closing  its  riroceedings,  the 
Leagne  of  American  Municip^ities  adopted  the  following  resolutions: 

"  Re»olved,  That  uniform  municipal  accounting  is  desirable,  and  that  the 
executive  committee  of  this  league  is  authorized  to  cooperate  with  other  organi- 
zations to  that  end  through  its  prchidont  and  secretary,  or  in  such  other  manner 
as  it  sees  fit." 

Mr.  Claske.  I  would  like  to  make  the  remark  that  the  paper  is  interesting  from 
the  point  of  view  of  a  new  State,  but  in  all  our  older  States  systems  of  accounting 
and  public  examination,  quite  similar  to  that  described  in  tlie  paper,  only  neces- 
sarily diversified,  have  long  been  in  vogue.  We  could  not  have  successfully  run 
our  States  without  them. 

The  Witness.  There  is  no  State  in  which  there  is  any  uniformity  in  tbe  system 
of  tbe  public  accounts  of  the  State.  Every  to^^  and  every  county  keeps  its  own 
records,  and  they  may  be  correctly  kept,  but  there  is  no  uniformity  with  the 
records  of  the  other  towns  and  counties  in  the  State. 

Q.  (By  Mr.  Phillips.)  Haveyouixaminedintoall  tbeStatesinthatregard,  bo 
that  you  can  make  such  a  broad  statement? — A.  That  statement  is  made  upon  the 
same  sort  of  information  that  comes  te  one  studying  the  subject  and  huntiiiK  for 
just  such  information.  In  the  last  two  sessions  of  tbe  New  York  legislature  there 
was  an  attemjit  to  enact  a  bill  to  have  uniform  accounting  between  the  cities  of  a 
certain  clat's  in  the  State.  It  did  not  apply  to  all  of  the  cities  in  the  State.  The 
State  of  Minnesota  has  a  partial  system,  bnt  it  is  not  complete.  An  effort  was 
made  In  the  Indiana  legislature  last  sensiou  to  introduce  the  system,  but  it  was 
not  made  law.  Tbe  bill  that  I  have  published  in  this  little  pamphlet  Hiere  indi- 
cating] was  introduced  in  tbe  Ohio  legislature  at  its  last  session  (1900),  out  it  was 
not  enacted. 

Q.  (ByMr.FAKQUHAR.)  Iwouldliketoaskaquestionaboutastatementmadein 
tbe  paper—that  municipalownershipis  the  equalization  of  burdens.  Is  there  any 
practical  proof  that  municipal  or  political  monopoly  has  done  or  can  do  I>etter 
work  than  a  properly  supervised  industrial  monopoly? — A.  The  two  things  are 
not  comparable.  For  instance,  take  waterworks  that  have  been  operated  under 
private  ownership.  When  tbe  waterworks  were  under  private  ownership, 
everything  had  to  be  paid  for  by  private  capital,  in  the  way  of  extending 
lines  and  making  improvements  and  connections  and  that  sort  oi  thing,  and  the 
rates  had  to  be  sufficient  to  pay  all  their  operating  expenses,  and  at  the  same  time 
whatever  profit  made  by  the  operation.  It  was  all  collected  through  their 
rates.  You  take  these  same  works  and  let  the  municipality  buy  them;  they  will 
frequently  reduce  the  price  to  the  consumer,  hut  they  will  make  up  the  defieiency 
from  taxation.  They  will  extend  the  service  lines  and  charge  it  as  a  speciij 
improvement  and  have  it  paid  for  by  taxation,  and  then,  of  course,  the  two  things 
are  not  comparable  at  all.    ' 

Q.  (By  Mr.  Litcuma.s.)  In  it  not  a  fact  that  tbe  consumer  in  the  case  of  the 
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private  enterprise  paya  all  that  cost,  and  in  addition  to  it,  pays  the  profit  on 
whatever  wtocK  is  held  by  the  private  corporation? — A.  That  ahonld  be  the  fact.  It 
is  a  fact  if  they  get  any  profit. 

(J.   (By  Mr.  KEN.NEDY.)  Do  they  not  get  profits? — A.  Some  do  and  some  do  not. 

Q.  (ByMr.LiTCHMAN.)  Is  it  not  alao  a  fact  that  in  the  case  of  the  private  cor- 
poration the  nneamed  increment  goes  to  the  private  corporation  and  not  to  the 
public  at  larpe? — A,  As  the  business  has  been  done,  that  ib  a  fact. 

Q.  Then  that  being  trae.  and  the  elements  of  cost  by  whatever  computation 
being  the  same,  and  assnming  honesty  in  both  cases,  is  there  not  an  advantage  in 
muiucipal  ownership,  at  least  to  the  extent  of  the  profit  obtained  by  the  private 
corporation? — A.  I  wiU  state  that  to  you,  I  think,  very  clearly.  Ah  an  economic 
proposition,  as  I  said  in  the  rosolutions  which  I  first  read,  we  must  agree  on  what 
items  must  be  inclnded  in  the  cost,  and  then  we  must  know  that  they  are  there. 
I  advocate  that  the  accounts  of  all  public-service  utilities,  whether  they  be  owned 
by  the  mnnicipality  or  the  public,  or  whether  they  be  owned  by  a  private  enter- 
prise— I  claim  that  the  accounts  for  either  class  of  ownership  should  be  kept  by  a 
uniform  system  that  would  be  prescribed  by  the  State  and  Khould  be  audited  Dy 
the  State;  that  the  accounts  should  be  identical  for  public  and  private  ownership. 
If  ^ou  get  that  point  established,  then  we  are  where  we  can  establish  all  the  other 

Now,  take  your  statement.  If  we  have  these  accounts,  the  showing  of  coat 
will  parallel  each  other,  if  you  please.  Then  comes  the  profit  of  the  private  cor- 
poration that  you  are  asking  for.  I  liave  never  yet  met  a  gentleman,  no  matter 
now  earnestly  ne  might  be  a  believer  in  and  an  advocate  of  municipal  ownertttiip, 
who  would  not  concede  that  so  lon^  us  private  capital  is  used  for  tliese  services 
it  is  entitled  to  a  reasonable  profit.  If  private  management  is  mure  efficient 
than  public  management — and  that  is  the  claim  of  the  private  ownership  side  of 
the  question — then  the  ciiat  under  private  management  will  he  less  than  it  will  be 
under  pnblic  management.  If  tiiat  efficiency  amounts  to — we  will  say  10  per  cent, 
then  the  cost  of  management  under  private  companies,  plus  10  per  cent  for  profit, 
will  be  no  greater  than  the  pubhc  cost.     Now,  if  you  have  your  contracts  with 


the  private  oiyoiation  so  arranged  that  the  price  to  be  charged  by  the  private 
corporation  is  determined  by  cost  so  determined,  plus  a  profit  so  limiti^d,  the" 
will  have  a  price  to  tlie  private  user  that  will  be  no  greater  under  private  o 


ship  than  it  will  be  under  public  ownership. 

Q.  (By  Mr.  Faequhar.)  This  is  predicated  on  the  uniform  pnblic  account?— A. 
Absolutely  so.    You  can  not  do  it  without  the  public  account. 

Q.  The  first  part;  of  the  premise  is  that  both  sides  shall  have  a  pnblic  account- 
ing?— A.  Certainly;  absolutely  so.  But  we  do  not  take  the  word  of  the  corpora- 
tions, nor  do  we  take  the  word  of  the  municipal  jiolitician,  but  we  take  the  word 
of  the  State  auditor. 

In  fixing  a  price  for  the  service  you  can  do  it  for  a  term  of  years.  You 
can  not  do  it  every  year;  it  would  keep  things  unnecessarily  stirred  np.  Make  it 
for  a  term  of  5  years,  if  you  please,  or  10  years.  My  proposition  is  that  when 
we  sit  down  to  fix  a  price — we  will  say  for  10  years — or  gaH  in  a  town,  we  put  our 
data  through  this  uniform  s^tem  of  accounting,  so  that  we  know  just  what  the  cost 
ifi.  We  have  our  legal  limit  for  our  profit  for  the  corporation,  which  I  have  said 
should  be  limited  at  twice  the  rate  the  city  pays  on  the  bonds  where  the  service 
is  being  rendered— if  the  city  has  4  per  centoonds  tUe  corporation  would  have  an 
8  per  cent  margin  for  its  profits.  Now,  we  can  calculate  very  closely  what  rate 
will  produce  that  on  the  past  S  years'  busines.s.  Taking  that  as  a  l>a8is  we  are 
able  to  estimate  for  the  5  years  t^i  come,  and  fix  onr  jmce. 

The  unearned  increment  comes  in  very  largely  through  growth  of  popula- 
tion; sometimes  there  are  advantitges  gained  in  new  apparatus,  in  the  ways  of 
doing  business.  At  the  end  of  a  years  an  accounting  may  show  that  the  esti- 
mate we  make  to-day  has  overrun  and  there  is  a  surplus.  The  proposition  I  have 
made  in  my  bill  would  divide  that  surplus  equally  between  the  city  and  the  cor- 
poration. That  disposes  of  the  unearned  increment  up  to  that  point,  l»ut  you  will 
see  at  once  there  could  be  no  surplus  unleus  the  -cost  was  on  a  lower  level  than 
you  had  estimated.  Tlien  you  wul  correct  that  by  making  anotlier  price  based  on 
this  new  basis  of  cost — lower  level  of  coat — and  you  go  on  for  another  period  of 
S  or  10  years.  In  this  way  the  people,  as  a  final  resiult,  will  get  practically  all 
the  i<nearned  increment,  or  the  benefits,  or  excess  of  lienefits  derived  in  any  way. 
This  is  as  I  understand  it. 

Q.  (ByMr.LiTCHMAN.)  In  that  connection  you  admit  that  such  is  not  the  con- 
dition now? — A.  No,  it  is  not  the  conditior     "^^ '•■  ' ■*■ 

ter  of  "public  knowledge.     We  have  no  law 

Mtablisbed.  .  , 
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Q.  Under  the  conditicmA  aa  the^  now  exist,  so  far  as  toot  inTeatigationB  have 
shown,  which  is  preferable,  mmucipal  ownership  or  tbe  private  ownership  of 
these  pnblic  monopolieB? — A.  Well,  on  that  point  I  will  have  to  say  this:  Von 
take  the  business  of  the  mnnicipalittes  of  the  countVy  to-day  as  a  whole,  I  do  not 
thitik  that  they  are  to-day  developed  to  that  degree  of  efficiency  where  it  would 
be  a  safe  proposition  for  the  taxpayers  of  tbe  uinnicipalitieH  to  operate  their  own 
gaa  works,  street  lights,  telephone,  street  railroadB,  and  waterworks,  and  the 
whole  ontfit  of  utilities.  I  think  it  would  rnin  tbe  property  owners  of  any  city 
to  hare  it  done. 

Q.  (By  Mr.  Kennbdt.)  What  have  yon  to  say  about  the  eovemment-owned 
waterworks  of  the  cit^  of  Washington,  in  comparison  with  the  private  water- 
works  in  some  citie«  with  which  yon  are  familiar?  I  take  it  yon  are  familiar  widi 
tbe  system  bero  and  tbe  rates  and  so  forth,  and  might  compare  them  with  some 
cities  where  private  individaals  or  corporatioiis  own  tbe  waterworks. — -A,  I  will 
say  this  on  that  point:  I  am  not  familiar,  as  a  matter  of  detail,  mth  tbe 
figores  that  yon  wonld  bave  me  mention,  bnt  I  have  frequently  done  this:  Where 
a  private  corporation  bad  tbe  question  up  of  the  price  of  its  lignting^pnblic  light- 
ing, if  yon  please;  to  renew  its  price  for  pnblic  lighting— and  tbe  question  has 
come  to  be  as  to  whether  or  not  it  was  better  for  tbe  town  to  own  ana  operate  its 
own  plant  or  moke  a  contract  with  the  private  company — yon  know  there  is 
always  some  dispute  as  to  tbe  ratee  to  be  charged — I  bave  in  a  number  of  cases 
advised  the  private  company  to  oSer  to  the  mnnlcipality  to  &z  the  price  at  a  rate 
that  would  be  shown  to  be  tbe  cost  of  tbe  service  as  prodnced  by  municipalities 
owning  and  operating  their  own  works,  taking  for  the  test  say  tliiee  mnnicipally 
owned  plants,  as  near  aa  tbey  could  where  the  conditioDB  wonld  be  similar,  mak- 
ing tbe  investigation  for  that  purpose,  and,  of  course,  adjusting  the  economic 
differences  in  location,  nnmber  of  lights,  etc, 

Q.  (By  Mr.  Litchman.)  In  the  case  of  a  municipality  there  is  no  watering  of 
stock,  is  there?— A.  In  fact,  there  ia  no  stock. 

Q.  There  is  no  fictitious  cost  in  the  shape  of  excess  of  capital  on  which  it  ia 
I)resumed  a  dividend  has  to  be  earned? — A.  No;  there  should  be  none. 

Q.  Why  is  it  not  possible  for  tbe  municipality  to  erect  its  plant  as  cheaply  as 
the  private  corporation? — A.  For  the  very  same  reason  that  yon  can  not  go  into 
any  municipality  and  pick  out  any  piece  of  pnblic  work  and  show  that  it  is  done  as 


of  saving,    l^t  ia  t^e  best  way  T  can  bave  of  eatabliahing  the  point  I  have  ir 

Wbatl  want  to  take  security  against  is, — I  do  not  want  to  give  currency  to  state- 
menta  based  on  accounts  that  1  bave  not  audited  myself  or  that  I  do  not  know 
ranch  about.    That  is  fair,  is  it  not? 

Come  right  back  to  the  broad  proposition:  If  municipal  ownership  is  more 
economical  to  tbe  public  than  private  ownership,  the  very  proposition  I  laid  down 
10  years  ago,  worked  into  practical  effect,  will  establish  that  point.  Then,  that 
point  being  established,  I  bave  dbt  the  ^gbtest  objection  to  navlng  all  public- 
service  utilities  transferred  to  municipal  ownership;  bnt  if,  on  tbe  other  hand, 
private  managers  show  that  their  management  is  more  efScient  than  pnblic  man- 
agement, then  there  is  no  reason  why  they  should  be  transferred  to  municipal 
ownership.  My  whole  work  is  to  get  tbe  accounts  and  laws  into  shape  so  that  we 
can  carry  out  this  proposition. 

Q.  (By  Mr.  Fabquhar.)  What  was  tbe  genesis  of  this  municipal  ownership— 
tbe  venaUty  of  the  municipalities,  boards  of  aldermen,  eto.,  or  the  inefficient 
management  of  the  pubbc  work? — A.  I  think  tbe  initial  point  in  advocating 
municipal  ownership  comes  from  the  thought  of  people  who  feel  that  the  public 
should  have  all  the  beneflta;  and  they  naturally  grasp  or  jamp  at  tbe  idea — at  the 
conclusion  thatif  tbe  municipality  owns  and  operate8,of  course  tbey  will  save  the 
profit  that  the  corporation  makes,  and  they  are  aided  in  that  idea  by  some  of  tbe 
grasping  and  injudicious  things  that  the  corporations  do. 

Q.  Ton  take  it  that  the  main  reason  for  the  desire  of  public  ownership  was 
pnblic  saving? — A.  Yes. 

Q.  Was  it  because  of  the  excess  profits  the  privat«  corporations  made,  or  was  it 
because  the  people  thought  that  tbe  public  wonld  be  better  served  by  tbe  mnnlci- 
pality than  by  a  corporation?— A.  I  think  the  initial  idea  is  that  the  corporations 
make  excessive  profits  and  that  the  only  way  to  avoid  that  is  for  the  municipaUty 
to  own  and  operate  these  monopolies  and  save  tbe  profits  for  the  people."  I  think 
that  if  the  public  knew  the  profits  were  not  excessive  and  that  there  was  only  this 
man^  of  8  or  tO  per  oent  that  I  advocate,  the  demand  for  municipal  ownership 
would  be  much  lessened.  C  'dOoli' 
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Q.  (By  Mr.  Eenhedt.)  Are  there  not  instances  whore  the  profits  are  most 
excessive?— A.  There  nndoabtedly  are. 

Q,  Is  it  the  case  in  this  cily^in  the  matter  of  gas? — A.  I  do  not  know. 

Q.  (By  Mr.  Farqdkar.)  Ab  far  as  you  have  any  knowledge  of  the  practical 
workiiw  of  the  two  sj^ms,  do  yon  believe  that  mnnicipal  ownership,  as  diatin- 
gnished  from  corporation  management,  is  a  saving  to  the  municipality? — A.  The 
tronble  comes  in  answering  a  qnestion  of  that  kind.  Take  Detroit,  if  yon  please, 
where  they  bnilt  a  municipalplant.  They  were  authorized  to  spend  $600,000  and 
issue  bonds  to  that  amount.  The  private  corporation  that  had  been  doing  the  serv- 
ice had  been  getting  what  yon  might  call  the  old-time  price  when  the  indostry 
was  new.  The  prices  were  a  great  deal  higher  than  they  are  now.  Thecoriwra- 
tion  offered  to  contract  with  the  city  of  Detroit  to  furnish  the  light  under  a  Itt^year 
contract  at  $102  per  year.  The  price  they  had  been  getting  was  $130  under  former 
conditiona.  Now  if  a  comparison  is  made  between  wb^t  it  is  now  costing  in 
Detroit  nnder  municipal  ownership  and  the  old  figures — that  is  the  way  it  is 
osnaUy  done — of  course  a  saving  is  shown.  Bnt  the  last  time  I  examined  the 
accounts  in  Detroit,  on  the  basis  of  the  records— I  only  took  the  reports  and  did 
not  examine  the  books;  I  assumed  the  records  were  honestly  kept,  and  I  believe 
they  are  as  ^ood  a  set  of  records  as  we  have  anywhere — bnt  taking  the  statement 
made  in  their  published  reports,  and  then  making  an  allowance  for  depreciation, 
which  does  not  appear  in  their  published  reports,  as  I  think  it  should,  and  taking 
into  consideration  the  taies  that  thecity  has  lost  by  public  ownership,  and  the  inter- 
est on  the  investment,  and  adding  that  to  their  operating  expenses,  the  cost  per 
lamp  at  that  time,  for  some  1,700  arc  lamps,  was  about  the  same  as  that  for  which 
,  I,  as  a  private  individual  consomer,  can  go  to  the  private  company  and  bny  the 
eervice  of  one  lamp. 

Q.  (By  Mr.  CONOKB.)  What  figure  was  that?— A.  Well,  say  $80  or  less. 

Q.  (By  Mr.  LiTCHMAN.)  Did  I  nnderstand  yon  to  say  that  this  price  would 
have  been  $90? — A.  This  was  2  years  ago  that  I  made  the  examination, 

Q.  What  would  have  been  the  condition  of  the  city  if  it  had  made  the  contract 
at  $103?— A.  It  would  be  paying  $102. 

Q.  ActniJly  more? — A.  That  would  have  been  the  condition. 

Q,  Is  not  that  a  saving  to  the  city?— A.  It  is  a  saving  to  the  city  as  against  that 
condition,  but  the  point  I  wanted  to  bring  out  is  this:  That  if  the  city  had  been 
permitted  by  the  law  to  make  a  contract  with  the  private  corporation  on  the  basia 
that  £  have  described  all  of  that  saving  would  have  been  made  throogh  the 
private  contract  jnst  as  well  an  through  the  public  contract. 

Q.  You  stated  that  at  first  they  wanted  to  make  a  contract  for  $102  for  10 
years? — A.  I  said  that  was  the  offer. 

Q.  Now,  if  the  city  had  made  that  contract  it  would  have  been  bonnd  for  10 
years  at  that  price?~A.  It  would;  yes. 

Q.  Yon  farther  state  that  the  actual  cost,  including  every  item  of  coat  that 
wonld  have  been  charged  np  to  the  private  coriKiration,  was  only  $90. — A. 
Yes;  »0. 

Q.  Why  does  not  that  show  a  '^rims  fetcie  case  in  favor  of  the  mnnicipal  oper- 
ation?-~A.  It  does  up  to  that  point,  bnt  when  you  are  speaking  of  the  saving 
that  the  municipality  is  making  during  the  lapse  of  years  since  the  making^ 
the  contract  or  since  the  contract  was  offered  the  price  to  the  private  consmner 
has  been  reduced  by  the  private  corporation  right  along,  until  it  stands,  as  yon 
might  say,  parallel  with  the  cost  of  the  public  corporation. 

q.  Bnt  the  public  would  have  got  no  advantage  from  that  under  the  10-year 
contract? — A,  No. 

Mr.  Farqdhab.  Mr.  Foote  does  not  advocate  the  10-year  contract  on  the  basis 
on  which  it  was  proposed. 

The  Witness.  I  have  not  advocated  anything  of  the  Mnd. 

Q.  (By^r.  Fakijdhab.)  Had  that  been  on  the  basis,  however,  of  public  account- 
ing, it  would  have  been  very  well  understood  whether  the  city  was  getting  the 
benefit  of  the  later  improvements  and  the  lessening  of  cost  in  the  production  of 
light,  wouldn't  it?— A.  Had  that  been  on  the  basis  of  public  accounting  the  price 
would  not  have  been  determined  by  a  bid;  it  would  have  been  determined  by  the 
cost,  and  the  cost  has  fallen  in  these  years.    It  has  fallen  to  the  private  consumer. 

Q.  (By  Mr.  LiTCHU  AN.)  Did  you  state  that  these  estimates  would  be  based  on 
6-year  perioids?— A.  Well,  I  said  that,  and  I  said  that  in  the  cose  asur^lus  was 
created  it  would  be  divided  between  the  municipality  and  the  corporation,  and 
then  yoiT  would  have- — - 

Q.  (Interrupting.)  If  there  was  a  deficit? — A.  H  there  was  a  deficit  yon  would 
liave  to  take  one  of  two  courses — you  would  havo  to  carry  that  deficit  forward  to 
1«  made  up  by  the  hope  of  an  increase  in  the  next  5  yeare,  or  you  would  hare  to 
raise  your  price. 
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D  the  first  KKitatioD  of  tbia  tniuiicipal 

. ,     „       .  ant  that  private  corporations  had  to 

jay  to  bwirda  of  aldermen,  city  ofQcera.  etc.,  to  get  contracts,  and  then  to  hold 
them?  In  other  words,  was  there  nut  a  charge  of  venality  made  against  these 
local  bodies,  and  that  contractors  were  parties  to  them? — A.  I  want  to  keep  one 
point  clear  in  mind.  I  think  the  demand  for  municipal  ownership  orii^ated  not 
in  tbe  venality  yon  sfieak  of,  Imt  in  the  socialistic  idea.  The  basis  of  it  is  social- 
ism, and  it  originates  with  that  class  of  people  who  want  the  city  to  own  and 
operate  everything.  It  comes  from  that  source.  Of  conr^  they  take  advantage 
of  these  coimpt  alliances  between  coiporations  and  politicians  as  one  of  their 
'argiunenta,  and  thev  say  that  they  can  have  better  mnnicipal  governments  by 
giving  the  mnnicipal  governments  more  to  do;  that  if  thev  have  larger  interests 
to  be  bandied,  they  can  get  men  of  greater  ability  to  handle  them,  and  that  this 
cormption,  which  we  all  deplore,  wonld  be  overcome  through  that  process.  Bnt 
that  all  seems  to  me  like  making  a  person  viri:uons  by  giving  him  more  opportu- 
nities. The  city  of  New  York  certainly  has  large  enough  interests  to  have  able 
men.  If  that  argument  was  valid,  it  ought  to  show  good  results  ttiere;  bnt,  so 
far  as  outsiders  are  informed,  it  has  not  shown  such  results. 

Q.  (By  Mr.  Litchman.)  Is  it  not  a  fair  offset  for  that  that  some  private  corpo- 
rations have  been  bo  iiandled  as  to  resnlt  in  large  bankruptcies  and  disasters,  tniu 
proving  mismanagement  on  the  other  side?~A.  It  has  certainly  proved  it. 

Q.  Well,  that  is  an  equal  proposition,  it  seems  to  me.— A.  You  can  balance  one 
agwust  the  other  all  tne  wnile.  and  that  brings  us  right  back  to  the  original 
proposition,  that  the  uniform  accounting  is  my  remedy  for  these  evils  under 
notn  forms  of  ownership  and  operation. 

Q-  (By  Mr.  Fahquhah.)  How  many  so-called  public  utilities  would  you  bring 
within  the  operation  of  municipal  ownership,  provided  you  took  the  theory  of 
mnnicipal-ownership  .leople? — A.  I  would  put  under  municipal  ownership  aMd 
management  every  public  utility  where  an  economic  gain  oould  be  made  to  the 
pnblic  by  doing  so;  but  in  saying  that  I  want  it  clearly  understood  that  the  acconnta 
shouldbesohandledthat  we  would  know  that  we  were  making  an  economical  gain, 
that  we  would  not  be  misled  by  accounts  not  properly  kept.  Qo  back  to  Detroit. 
They  have  a  public  building  there — the  Grand  Army  Building.  Is  that  a  pnblic 
bnilding  [speaking  to  Mr.  Conger]? 

Mr.  CoNaER.  I  do  not  think  so.     I  do  not  know. 

The  Witness.  All  I  know  about  what  I  am  going  to  tell  yon  I  read  from  the 
official  report  of  the  proceedings  of  the  council,  and  it  referred  to  a  Qrand  Army 
building  as  though  it  were  a  public  building.  They  wanted  to  wire  that  build- 
ing up  for  electnc  lights.  They  called  upon  the  lighting  commission  to  do  the 
work.  The  lighting  commission  reported  back  to  the  council  that  that  work 
would  cost  $1,300  or  fl.BOO,  and  it  did  not  have  the  money  to  pay  for  the  work. 
Well,  the  council  wanted  the  work  done,  and  it  looked  around  and  found  a  sur- 

Silns.  I  believe,  in  the  house  of  corrections  or  some  institution  of  that  kind.  They 
ound  a  aiuplns,  so  they  ordered  that  work  done,  and  had  it  paid  for  out  of  that 
Burplns.  How  much  of  that  goes  on?  Who  knows?  When  you  take  that  kind 
of  an  item  it  certainly  can  not  appear  In  the  report  of  the  lighting  commission. 
If  you  are  goin^  to  compare  the  lighting  commission's  report  with  that  of  the 
I)riTate  corporation  you  must  know  how  much  there  is  of  that  kind  of  sorreptl- 
HouB  expenditure,  or  you  do  not  get  true  information  and  you  are  misguided; 
yon  are  self -deceived. 

Another  little  case  that  is  more  laughable  than  serious,  because  it  isTather 
small — a  municipal  plant  in  Ohio.  When  the  equipment  was  bought,  everything 
that  was  bought  wae  charged  to  construction — the  aimatures  and  brushes  and 
things  of  that  Mnd  on  the  dynamo  went  to  any  construction  account.  In  the 
course  of  a  short  while  they  burned  out  an  armature,  and  they  had  to  buy  a  new 
one.  The  superintendent  charged  it  to  the  constructjon  account,  and  he  kept  on 
that  way  a  couple  of  years,  making  a  fine  showing  of  the  low  cost;  but  the  fli^ 
thing  he  knew  he  had  a  construction  account  as  big  as  any  watered  accounts  cor- 
porations would  have.  Really  there  was  no  dishonesty  m  that  at  all;  the  man 
uimply  did  not  know  how  to  keep  accounts.  You  can  not  go  ahead  and  base  pnb- 
lic policy  on  that  kind  of  evideTice;  no  one  wants  to.  And  now  I  think  I  conld 
cloee  this  whole  qaestion  right  on  this  proposition,  that  wherever  a^overnment 
grants  to  a  private  corporation  a  special  privilege,  like  the  use  of  a  nght  of  way, 
or  where  it  does  it  by  giving  it  a  bounty,  as  the  PaciHc  railroads  were  aided  by 
land  tracts,  the  duty  of  the  government  then  is  to  know  that  the  people  get  in 
retnm  for  what  thegovemment  giveB  that  to  which  they  are  entitled.  Now,  how 
are  yon  going  to  find  that  out?  The  government  must  assume  the  right  that  all 
of  the  accounts  of  that  corporation,  so  far  as  necessary  to  determine  the  cost. 
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shall  be  deemed  and  kept  aa  pablic  actxtunts.  Yoa  heard  about  secrecy  yes- 
terday (referring  to  testimony  of  Professor  Bemie,  supra).  There  is  no  secrecy 
in  my  programme.  Yoa  can  see  that  very  plainly.  The  occoants  most  be  kept 
fte  pnbliu  accounts  so  far  as  they  relate  to  cost.  Then  yon  establish  the  cost. 
Yon  can  not  establish  it  in  an^  other  way.  Yon  establish  it  in  a  wa^  that  the 
public  knows  its  rights.  That  is  preliminary  to  permitting  the  establishment  of 
a  price  for  the  service  that  is  right.  Now,  you  have  your  cost — you  gather  s 
profit.  I  have  never  known  a  man  to  say  but  what  he  was  willing  that  a  corpora- 
tion shonld  make  8  or  10  per  cent  profit  upon  an  actual  investment.  That  estab- 
lishes your  price  of  service.  If  that  is  the  basis,  then  every  growth  of  popnlation, 
every  improvement  of  the  art,  will  reduce  that  mnch  the  cost  of  service,  the  price 
of  service — cost  and  price  will  follow  all  economic  changes  down  or  up,  which- 
ever way  the  scale  may  turn.  This  will  apply  in  any  pubhc  service,  whether  it 
is  wat«rworkB,  gas  works,  st«am  railroads,  telephones,  telegraphs,  or  what  not. 
It  should  apply  everywhere.  If  we  were  actually  operating  oor  public  service  on 
this  basis,  we  would  have  an  economic  condition  here  that  would  put  us  masters 
of  the  commerce  of  the  world  wav  and  beyond  the  ability  of  anybody  to  touch  ns. 
What  we  have  accomplished  in  tne  unscientific  way^  in  which  it  has  been  done  is 
great,  but  we  have  not  commenced  to  touch  the  possibilities  of  what  maybe  done. 

Q.  (By  Mr.  Phillips.  )  Now,  do  you  find  any  illustration  of  this  in  the  eiarai- 
nation  of  the  national  banks?  Yoa  have  not  aJluded  to  the  theory  of  the  exami- 
nation that  is  given  to  national  banks.  Do  yon  find  any  illustration  of  your 
theory  in  the  examination  in  all  public  institutions?— A.  The  public  examination 
is  a  factor  in  our  banking  system  which  we  certainly  would  not  be  likely  to  want 
to  get  along  without. 

Q.  But  it  would  not  be  a  panacea  for  all  ills?— A.  I  think  I  could  explain.  You 
take  a  State;  it  has  in  it,  we  will  say,  a  hundred  municipalities.  For  every  one  of 
these  plants  in  every  one  of  these  hundred  municipalities,  the  accounts  are  kept 
in  a  uniform  system;  they  are  audited  by  a  man  who  is  absolutely  independent  of 
the  corporations,  the  municipalities,  the  political  parties. 

Q.  Any  more  so  than  a  bank  examiner? — A.  No;  could  not  say  that;  but  the 
ideal  thing  is  that  he  shonld  be  as  independent  as  the  judiciary.  I  always  use  the 
judiciary  to  illustrate  my  point.  Now,  to  show  you  how  it  works,  take  the  price 
of  coal.  If  a  municipauty  was  paying  more  for  its  coal  for  its  poorhouse  than 
some  other  mnnicipalil^,  the  publication  of  that  would  lead  to  an  inquiry  in  the 
public  mind  as  well  as  m  the  auditor's  mind;  and  that  thing  would  reduce  it  to  a 
positive  system,  where  no  municipal  officer  would  dare  to  enter  upon  his  pablic 
accounts  a  piioe  for  coal  that  was  out  of  lino  with  what  ought  to  be  paid  for  it. 
And  JDst  so  with  the  management — take  the  management  as  a  whole.  If  you 
examine  50  gaa  works  or  100  gas  works,  and  the  unit  of  cost  in  one  is  more  than  in 
another,  that  fact  immediately  tells  you  that  that  one  wants  to  be  looked  after. 
Now,  you  take  the  uniform  system,  and  yon  go  through  the  list,  and  you  can  pnt 

Jonrfinger  at  once  ui)on  the  principal  item  that  has  caused  this  rise  in  price.  This 
ifference  may  be  entirely  right,  you  understand;  it  may  be  wrong.  But  if  it  is 
right  yon  know  it  is  right,  and  you  are  satisfied;  if  it  is  wrong,  you  have  found 
ont  where  to  make  your  improvement,  and  you  can  do  that.  There  is  no  other 
way  of  getting  at  it.  In  reality  independent  accounts  would  not  do  it,  and  there 
is  where  the  trust  question  comes  in,  the  organization  of  different  productive 
enterprises  under  one  management,  where  they  have  a  comparison  of  50  or  100 
works,  located  in  different  sections  of  the  country,  the  economies  that  they  create 
or  institute  through  that  will  come  just  through  these  things,  and  you  wml  find, 

* "*"  vestigat*  the  thing  closely  enough,  that  a  very  large  percentage  of  the 

1  manufacturing  establishments  and  municipal  establishments  comes 

exactly  through  the  fact  uiat  the  men  do  not  know  how  to  figure  cost,  and  they 
are  self-deceived.  If  yon  are  in  a  competitive  business — say  you  are  making 
wagons,  if  you  please — you  know  how  to  figure  the  cost  and  put  m  every  element 
of  the  cost,  and  yon  put  down  what  you  need  to  have  as  profit,  and  you  give  a 
price.  Now,  you  know  perfectly  well  that  if  you  undersell  that  price  yon  are 
going  to  lose  tnat  ^|<>fit.  If  yon  undersell  it  too  much,  yoa  are  going  to  lose  some 
of  your  capital.  The  other  man,  who  dont  know  how  to  compute  costs,  who 
simply  pays  his  operating  expenses  are  so  mnch.  and  that  is  thecost,  is  very  likely 
to  sell  at  a  price  that  does  not  return  him  any  profit  at  all.  Ho  may  run  along  2 
or  3  years  while  exhausting  his  capital,  bnt  his  price  is  a  drag  on  von.  Yon  have 
got  to  meet  his  price.  And  there  is  where  the  combinations,  what  we  call  the 
consolidations,  are  going  to  save  the  industries  of  this  country.  In  the  first  book 
I  wrote  I  referred  to,  in  1889, 1  advocated  the  consolidation  of  the  gas  and  elec- 
tric light,  and  it  is  being  done  now.  The  operation  of  the  street  railroads,  every- 
Uiing  that  is  operated  by  electricity,  and  the  service  of  light,  can  be  done  from 


faifur 
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one  central  station,  or  at  least  nnder  one  management  foe  a  tnanicipalitj',  which 
would  cheapen  it  to  a  great  extent. 

O.  Doyon  advocate  conBolidationspaying  for  their  plantain  preferred  stock  and 
makiiig  a  bonne  of  donble  that  amount  in  common  stock  as  water? — A.  No,  I  do 


not;  and  yon  will  never  find  anything  of  that  nnder  the  system  I  do  advocate.  I 
want  yon  to  nnderstand  me.  When  I  propose  to  make  a  contract  with  the  pri- 
vate corporation  and  propose  that  they  shall  keep  ""' ^"  -"  ^'"' ■" 

commence  with  the  investment  acconnt.     Now,  I 
account,  the  initial  acconnt.  shall  be  determined  in 

ment  between  the  mnnicinalities  and  the  corpora ,  _._ ._ 

bargain,  or  that  thoy  should  leave  it  to  arbitration  to  be  settled,  which  if 
the  ways  of  settling  a  dispnte;  and  the  other  is  that  they  should  proceed  exactly 
as  they  would  if  the  municipality  was  goina  to  buy  the  property,  proceed  nnder 
the  law  of  eminent  domain  to  get  an  award,  and  take  the  amount  of  that  award 
as  their  initial  investment.  After  that  point  has  once  been  established,  then  my 
.  ^etem  wonld  permit  no  addition  to  that  investment  unless  it  was  certified  to  by 
the  State  auditor  as  having  been  necessary  and  the  money  actually  invested  for 
the  full  amount  entered  into  the  account.  I  have  nothing  to  do  witn  the  watered 
stocks  and  bonds  of  the  corporation;  I  let  them  take  care  of  their  own  secnritiee. 
That  is  their  own  matter;  they  can  deal  with  it  as  they  like.  Yon  will  see  at 
once  my  position  is  this,  tbat  ir  there  is  a  million  ilolhu^  invested,  and  that  is 
detMTnined  in  one  of  the  8  ways,  then  everybody  is  satisfied  with  that  kind  of 
investment;  you  can  not  complain  against  that  investment.  Now,  yon  n^e  that 
as  a  bafds,  and  you  calcnlate  your  prodte  upon  that,  and  if  that  million  dollars 
is  represented  in  the  corporation's  securities  by  two  millions,  that  don't  interest 
the  public,  it  don't  disturb  the  public,  because  they  are  only  paying  on  the  one 

milhon;  they  can't  be  called  upon  to  p&y  o 

Q.  The  gas  and  electric  plants  of  the  c 

dated,  and  the  street  railroads,  by  one  syi _.„_.._  ...    _ 

to  society  to  have  one  syndicate  run  all  of  these  nlants  in  all  our  cities? — A.  It 
certainly  would  be,  if  you  were  dealing  with  tnat  syndicate  on  the  basis  I 

Kropoee.  Bat  if  you  are  not  going  to  deal  on  tbat  basis,  if  yon  are  going  to 
)t  the  syndicates  take  what  they  can  get,  just  as  they  are  doin^  now,  the 
syndicates  will  take  it.  If  I  were  ^oing  to  consolidate  the  street  railroads  of  a 
city,  and  the  law  gave  mo  the  option  to  do  just  ^lat  is  being  done  to-day,  I 
wonjd  do  it  tbat  way;  but  if  you  ask  me  if  that  is  the  best  way  for  the  public, 
I  wonld  say  no,  it  is  not  the  best  way  for  the  public.  The  best  way  for  the  pub- 
lic is  to  have  all  of  these  industries  nandled  in  a  way  to  bring  to  tne  public  the 
best  economical  results.  How  can  those  results  be  obtained?  They  can  only  be 
obtained  fay  a  consolidated  management.  The  larger,  the  more  efnclent  it  will 
be,  and  you  can  only  obtain  it  by  putting  that  management  in  a  position  to  deal 
with  the  public  on  a  basis  whereby  it  can  bring  itself  under  the  operation  of  these 
economical  conditions. 

Q.  Yon  say  that  the  larger,  the  more  efficient  it  will  be;  that  is,  the  more 
wealth  it  has  in  it.  Now,  wonld  it  not  be  better  if  the  whole  people  go  into  it, 
when  it  wotdd  be  still  larger? — A.  It  would  be,  barring  this  one  factor.  If  yon 
take  the  whole  people  in,  and  you  can  get  men  sufficiently  patriotic  to  work  for 
the  people  as  a  whole  as  loyally  or  as  interestedly  as  they  would  if  it  was  their 
own  business,  you  ought  then  to  get  the  same  result;  hut  that  condition  does  not 
e^st.  When  you  eliminate  the  fact^n:  of  self-interest  from  an  industrial  propo- 
sition, yon  have  eliminated  a  factor  of  efficiency  in  the  management.  I  said  a 
little  while  ago.  if  that  efficiency  amounts  to  10  per  cent,  that  10  per  cent  is 
enough  to  pay  to  the  corporations  their  profit  for  managing  it  and  preserving 
that  efficiency.  If  yon  eliminate  it  and  lose  it,  you  do  not  ^asp  that  10  per  cent; 
yon  simply  destroy  it,  and  the  public  have  not  benefited  by  it. 

O,  The  evidence  given  yesterday  was  that  so  far  as  it  has  worked  out  practi- 
cally in  England  and  Scotland ,  public  ownership  seemed  to  give  more  efficiency 
and  better  satisfaction? — A.  Yes;  your  words  seem  well  chosen.  It  seems  to  he 
so.  Is  it  BO?  I  have  never  seen  yet  an  industry  managed  by  the  public  but  what, 
if  yon  will  pnt  a  set  of  men  into  the  t^ame  position  of  the  public,  in  the  details, 
the  private  management  would  take  it  and  operate  it  and  make  its  profit,  and 
cdve  the  price  as  low  as  the  public  mauBfement  ever  was  able  to  make  it. 
There  are  a  great  many  points  tnat  need  to  be  considered  in  these  things.  One 
year  ago  a  municipal  government  tried  to  build  a  gas  works.  Yon  do  not  say 
they  snail  own  and  operate  20  years,  or  80  years,  or  any  other  period  of  years. 
They  do  not  have  to  get  the  consent  of  property  owners  to  run  their  lines  through 
a  street;  they  do  it.  All  of  those  things  make  a  difference  in  cost  and  in  cal- 
ci^tdon  as  between  public  and  private  ownership;  you  see  they  are  factors  in 
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th«  oalonlatioii.  Take,  for  instance,  jnat  to  illnetrata  withont  trying  to  be  exact, 
the  statement  made  here  yesterday  about  the  difference  in  the  cost  of  street  Tail- 
roads  in  Massachnsetts  and  the  cost  in  the  Eaetem  States.  What  does  that  coat 
represent?  There  was  no  statement  made  to  show.  In  Massachusetts  it  may 
represent  jnst  laying  the  tracks  on  the  street  and  keeping  them  and  operating 
them.  In  another  city  it  may  he  laying  the  track  ttirough  a  street  and  paving 
the  street  for  3  feet  on  each  side  of  the  rails.  In  the  city  of  Philadelphia  it  means 
rebnilding  the  street  entire,  and  paving  it  from  curb  to  cnrh.  TliAi,  makes  a 
difference  in  cost,  and  these  statements  withont  the  explanation,  you  see,  are 
only  seeming  advantages. 

Q.  (By  Mr.  Kennedy.  )  You  do  not  give  an  explanation  yourself  in  r^ard  to 
it.  You  say  somethicg  that  may  be  operating,  but  you  do  not  impeach  the  testi- 
mony that  was  given  here  yesterday? — A.  Certainly  not;  I  do  not  intend  to  do 
that.  I  only  call  attention  to  the  dimcnlties  we  are  all  in,  and  I  think  Mr.  Bemis 
is  jnst  as  fair  aboat  that  as  lam  myself.  1  think  that  he  told  you  how  he  agreed 
to  this  proposition  of  uniform  accounting.  1  state  it  absolutely,  ^thont  any 
interest  in  it  whatever,  excepting  to  find  that  which  is  the  best  for  the  pnblic  and 
have  it  done.  I  do  not  own  a  dollar's  worth — yes,  I  do;  excuse  me;  I  own  $50 
worth  of  stock  in  one  electric  company,  and  I  own  that  because  they  asked  my 
advice,  and  I  wanted  to  see  how  my  advice  turned  ont. 

Q.  (By  Mr.  Litchhan.)  Is  not  this  the  logical  conclusion  of  your  testimony: 
Witii  rigid  accounting,  the  cost  established  being  the  same  with  the  municipal 
plant  and  the  private  plant,  by  the  same  system  of  accounting,  there  is  a  mar- 
gin of  saving  to  the  municipalites  equal  to  the  8  or  10  per  cent  profit  given  to  the 
private  corporation? — A.  My  contention  is  that  if  yonr  accounts  are  kept  identi- 
cal and  audited  so  that  we  actually  know  we  are  deahng  with  identical  thinjw, 
that,  if  the  theory  is  right  that  private  management  is  more  efScient  than  pablic 
management,  that  wiliprove  it. 

Q.  Assuming  that  the  cost  is  found  to  be  eqttal  in  each  illustration,  then  the 
mat«in  of  savings  would  be  the  profit  of  8  or  10  per  cent  to  the  private  corpora- 
tdon?— A.  Then  the  pnblic  would  demonstrate  its  ability  to  save  that  8  or  10  per 
cent,  and  when  it  does  demonstrate  its  ability  to  do  it  it  ought  to  do  it. 

9.  Now,  your  fear  is,  or  perhaps  yonr  opinion  is,  that  the  actual  cost  being  as 
it  is,  in  the  way  you  suggest,  wonld  show  that  the  superior  efflciency  of  the  private 
management  would  overcome  the  difference  in  the  cost  between  the  private 
ownership  and  the  city  ownership? — A.  That  is  my  judgment. 

Q.  (By  Mr.  Fahquhar.)  When  you  establish  municipal  ownership,  what  class 
of  service  are  you  going  to  put  into  these  utilities,  a  rigid  civil  -service? — A.  I  do 
not  think  it  wonld  be  possible  to  establish  that  efficiency  without  civil  service.  - 

Q.  Then  the  servants  of  public  utilities  would  be  in  for  life,  during  good 
behavior? — A.  Yes. 

Q.  Ko  other  opportunity  for  any  other  part  of  the  municipality  to  participate 
in  the  work  or  the  wages  that  are  paid? — A.  Yes. 

Q.  Would  you  call  that  a  monopoly?— A.  I  should  say  it  would  be  a  very  strong 
monopoly. 

Q.  (By  Mr.  Kennedy.)  Is  it  very  probable  that  under  civil  service  or  under 
municipal  ownership  as  many  people  would  be  employed  as  under  private  owner- 
ship?— A.  If  the  service  was  operated  with  equal  efficiency  it  would  not  make 
any  difference  as  to  the  number  of  people. 

Q.  What  would  be  the  difference  in  the  disadvantage  to  the  community  of 
people  using  influence  to  get  employment  under  municipal  government  and 
mdividttals?— A.  None  at  all;  be  no  difference  whatever. 

Q.  (By  Mr.  LiTCHMAN.)  Under  private  ownership  is  there  not  a  competition  in 
labor,  between  the  laborera,  so  that  there  will  be  assets  in  the  less  cost,  as  com- 
pared with  municipal  management  .where  a  minimnm  rate  of  wages  is  established 
by  law? — A.  Very  well,  we  will  just  take  that  proposition  and  deal  with  it  in 
this  way.  If  the  public  fixes  the  price  it  is  to  pay  for  the  service  apon  the  basis 
of  cost,  the  wages  of  labor  is  a  very  important  factor  in  that  basis  of  cost,  and 
if  they  desire  to  pay  more  for  the  service  b^  ... 

ttade-union  scale  of  prices,  they  could  do  1' 
objection  whatever  to  its  being  done — no  reast 

U.  That  answers   the  question. — A.  And  i 
railroad  strikes. 

Q.  (By  Mr.  Kennedy.)  Is  it  any  argument  in  your  mind  against  mnnicipal 
ownership  that  the  people  who  would  go  into  the  employ  of  a  municipality 
would  have  a  long  tenure  of  odSce;  would  be  assured  01  steady  work? — A.  And 
good  pay? 

Q.  Yea.— A.  I  think  it  is  an  argument  in  favor  of  it.  (^(Mta]r 


ALLEN   BIPLEY   POOTE: — UNIFORM   PUBLIC    ACOODNTINQ.       119 

Q.  (By  Mr.  Farqdhar.)  Would  it  oot,  if  yon  bad  a  life-long  service  netab- 
lieoed  in  that  way,  put  a  premium  on  mediocrity?  You  woald  not  have  compe- 
tition  that  comee  from  individual  corporationa,  from  changing  your  men,  and  in 
bringiDK  np  yonr  foremen,  and  in  training  yoar  men  into  ]ronr  work  and  getting 
outside  nelp? — A.  I  have  tried  to  cover  that  point.  I  will  liave  to  refer  to  another 
bill  in  this  pamphlet  on  civil  Bervice.  Yen  will  notice  there  I  am  a  very  different 
fellow  from  most  civil-service  men,  in  this;  I  say,  broadly  speaking,  it  does  not 
interest  the  public  how  a  man  gets  his  podtion.  but  it  does  interest  the  public 
what  he  does  after  he  gets  the  position.  I  would  say,  let  the  primary  appoint- 
ments be  made  just  as  now,  if  you  please,  by  the  epouB  system,  out  aner  a  man 
has'  been  in  the  service,  say,  6  months  or  a  year,  siven  a  probationary  term, 
you  know,  then  he  goes  on  to  the  regular  roll,  and  all  appointments,  all  promo- 
tions and  raising  of  grades  from  one  to  another  should  be  made  from  lower  to 
higher  right  along,  not  from  the  oatside  world,  but  from  witiiin  the  service. 
That  preserves  the  self-interest  principle  I  think  so  much  of.  It  gives  a  man  an 
object  in  life,  an  ambition  to  rise,  and  gives  him  an  opportooity  and  well-defined 
w^  by  which  he  may  rise  on  his  record. 

Q.  (By  Mr.  A.  L.  Harris.}  Does  the  private  ownership  of  waterworks  stand 
upon  the  same  footing  exactly,  the  same  plane,  as  the  public  ownerBhip  of  other 
utilities  that  you  speak  of? — A.  Well,  there  are,  of  course,  reasons  wnv  water- 
works should  be  managed  more  or  less  by  giovemments,  that  do  not  obtain  in 
other  services.  You  must  have  territorial  nghts  over  the  source  of  snpply;  you 
must  have  the  police  regulations  against  people  throwing  things  into  the  streams 
from  which  you  get  your  supply — powers  that  the  private  corporation  can  not  well 
exercise — but  at  the  same  time  there  is  no  reason,  from  the  nature  of  things,  why 
these  powers  can  not  be  exercised  by  the  mnniciptdity  and  the  investment  and 
operation  be  carried  on  under  the  private  ownership;  but  of  the  list  of  public- 
service  utilitiea  there  are  many  more  reasons  for  pubuc  ownership  of  waterworks 
than  of  the  rest. 

Q.  Are  there  many  cities  at  the  present  time  in  the  United  ^ates  that  get  their 
water  supply  throngh  private  corporations  or  companiee? — A.  I  believe  Mr. 
Bemis  said  yesterday  about  one-hall.  About  48  per  cent  of  them  are  private 
companies  now. 

Q.  Is  that  as  satisfactory  as  the  municipal  ownership?— A.  Well,  there  comes 
np  the  Question  of  what  yon  mean  by  satisfaction.  If  yon  mean  satisfaction  aa  to 
the  quality  of  water,  that  must  be  a  local  condition  necessarily. 

Mv  own  studies  have  led  me  to  this  conclusion — you  see  I  come  right  back  to  it 
all  tne  time;  We  hare  a  condition  as  well  as  theory  to  deal  with.  Here  are  cor- 
porations, and  they  have  made  their  investments,  and  their  franchises  are  running 
out;  if  it  is  not  in  this  town  to-day  it  is  in  some  other  town,  and  it  is  up  somewhere 
all  the  time.  How  can  we  best  deal  with  this  question?  As  it  has  been  dealt  with, 
we  take  simply  one  side,  showing  less  for  municipal  ownership  to  overcome — the 
difSculty  tiiat  we  have  had  in  the  private  ownership,  the  watering  of  stock  and 
the  abuses  of  the  people,  and  all  tlwt,  are  good  car^  to  people  on  that  side;  but 
at  the  same  time  there  is  no  evidence  to  show  that  municipal  ownership  is  going 
to  be  any  better  for  the  public.  Take  the  queatiou  in  the  State  of  Onto.  The 
municipal  code  commission  studied  this  problem  for  2  }[ears.  and  brought  in  a  bill 
at  the  last  legislature  permitting  every  municipality  in  that  State  to  own  and 
operate  its  own  waterworks,  its  own  gas  works,  its  own  street  railroads,  its  own 
telegraph  system ,  and  its  own  garbage  plant,  and  then  any  other  thing  they  want  to. 
That  was  in  their  bill.  How  did  they  safeguard  the  pnbticin  that  grant  of  power? 
First,  that  the  electors  might  vote  oonds  to  acquire  the  propeoties;  second,  that 
they  should  be  operated  by  the  municipal  government;  third,  that  if  there  was 
a  deficiency  of  revenue  from  the  works  as  a  result  of  the  operation,  that  deficiency 
should  be  entered  into  the  tax  list  to  be  paid  by  the  taxpayer.  Now,  gentlemen, 
what  kind  of  a  condition  would  that  create?  God  knows  there  are  deficiencies 
enough  now,  but  if  you  had  all  of  those  utilities  to  helpcreatedeficienciea  it  would 
be  very  easy  to  create  them,  especially  when  the  public  mind  has  been  taught  that 
one-half  of  this  price  paid  for  street-car  fare,  if  yon  please,  is  profit  to  the  corpora- 
tion. How  would  a  municipal  council  operating  the  street  cars  have  the  power  to 
resist  the  demand  to  cut  that  down  to  S^nt  fare  and  the  taxpayer  pay  the  defi- 
ciency? I  am  basins  my  argument  on  this;  This  is  a  result  of  the  commission 
which  was  employed  tiy  the  State  to  study  this  question.  It  reported  a  bill  of  this 
kind.  I  suggested  to  the  legislature  that  if  they  wanted  the  right  to  own  and 
operate  at  all  in  Ohio  they  hM  better  provide— I  did  not  say  not  give  this  author- 
i^  to  the  municipality  at  all,  but  I  said  when  you  give  that  authority  to  the 
municipality,  provide  that  their  safeguard  first  is  that  the  accounting  eheil  be 
kept  as  prescribed  by  the  State  auditor,  and  shall  be  audited  by  the  State  auditor, 
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and  that  the  mnnicipBlity  shall  not  Bell  the  service  for  lesB  than  cost,  aa  deter- 
mined by  the  State  auditor.  That  will  prevent  your  deficienoiee.  Also  provide 
that  the  bonds  issued,  instead  of  being  a  mortgage  upon  the  taxpayers'  property, 
should  rest  for  aecurity,  exactly  as  it  does  in  the  private  corporation,  upon  the 

froperty,  the  franchises  for  operating  it,  and  the  income  from  It.  This  is  all 
asK  for,  and  I  think  any  basiness  man  will  say  that  ie  a  aafo  proposition. 
(j.  (By  Mr.  Phillips,)  Have  yoa  made  a  careful  comparison  of  the  plants 
owned  by  cities  and  those  that  are  run  by  individoais,  so  as  to  be  ready  to  affirm 
that  municipal  ownership  in  not  the  most  economical  way?  Have  you  studied 
that  by  comparison  in  Apierica? — A.  In  answering  a  qneation  of  that  kind  I  must 
always  have  it  nnderstood  that  the  accounts  themselves — as  long  as  you  ques^oa 
the  accuracy  of  the  accounts  yon  reaUy  have  no  basis  to  go  on.  Tne  proposition  in 
this  maitter  here  is  that  you  take  an  example  of,  say,  10  or  IS,  and  you  measure  the 
c<Mt  of  service  nnder  municipal  ownership  as  ag'aiust  the  price  charged  by  the  cor- 
poration. That  is  the  true  measure,  and  I  have  done  that  m  individual  instances  a 
number  of  times.    I  have  in  some  instances,  where  I  met  the  qnestiou  of  what 

Kice  should  be  paid  for  public  lights — I  knew  of  a  contract  question  of  that  kind 
ing  up  for  settlement—l  have  advised  the  private  corporation  to  offer  to  its 
mumcipality  to  have  the  price  fixed  at  a  rate  tnat  would  be  shown  to  be  the  cost 
as  produced  by  a  municipal  plant  in  some  town  of  corresponding  size,  but  always 
advised  them  that  that  price  shoald  not  be  determined  by  public  report,  bnt  byan 
audit  of  the  accounts  to  detennine  the  actual  cost.  This  has  been  done  in  some 
cases.  I  wouldn't  hesitate  to  recommend  every  pnbUc-service  corporation  in  this 
country  to  gauKe  their  prices  in  that  way. 

Q.  {B^Mr.  LiTCBUAN.)  Are  yon  familiar  with  the  law  of  Massacbusetts  cov- 
ering uniform  rates  for  electric-light  plants? — A,  I  am  somewhat. 

Q.  Does  the  law  cover  private  corporations  as  well  as  municipal  plants? — A. 
The  law  was  first  drawn  for  covering  private  corporations,  and  mnnicipal  plants 
were  added  afterwards. 

U.  And  the  system  of  accounting  is  the  same  in  both  cases? — A,  Yes. 

Q.  Well,  so  far  as  Maesachnsetts  is  concei^ied,  yon  have  a  basis  for  comparl- 
Bon?— A.  I  said  yes.  That  is  not  quite  accurate.  The  commission  required  reports 
from  all  corporations,  municipal  as  well  aa  private.  They  only  gn  so  far  into  the 
question  of  uniform  accounting  that  the  account  m&y  be  kept  in  a  way  so  they 
can  make  the  reports.  The  fault  with  that  law  is  this:  It  does  not  require  that 
the  price  of  the  service  ^lall  be  based  upon  cost,  plus  the  profit,  aa  I  have 
described.    Had  that  been  the  law,  the  Haverhill  case  never  would  have  occurred. 

Q.  Well,  BO  far  as  the  law  goes  the  returns  are  exactly  the  same  from  both 
kinds  of  corporations?— A.  The  reports  are  made  out  the  same. 

Q.  Well,  are  they  not  then  based  by  comparison  as  far  as  they  go?— A.  As  far 
■a  they  go,  they  are. 

3.  (By  Mr.  A.  L.  Harris.  )  I  want  to  get  back  to  the  trouble  of  a  small  mnnic- 
ity  getting  the  benefit  of  waterworks  through  private  corporations.  la  it 
feasible  for  the  small  municipality  that  has  bad  water  and  wants  good  water  to 
get  it  through  a  private  corporation? — A,  I  do  not  see  any  reason  why  thev  should 
not  if  there  is  water  to  be  bad.    If  a  municipality  can  get  that  water  I  do  not 

. :_-. .:.  not  get  that  water. 

.  a  youropinion,  for  a  small  municipality  to  have 
a  private  corporation  supply  the  water  rather  than  the  manicipality  itself? — A. 
If  the  municipality  assesses  the  laying  of  the  water  mains  as  a  public  improve- 
ment against  the  property,  and  then  is  to  earn  only  enough  t^  pay  for  its  pump- 
ing station  and  the  men  to  operate  it,  it  can  make  a  jess  pnce  because  it  hasaless 
capitalization;  but  if  it  would  take  the  same  process  in  dealing  with  the  private 
ccoporation,  the  same  less  price  wonld  appear. 

Q.  The  private  corporation  would  necessarily  have  to  have  its  officers,  would  it 
not,  and  they  would  nave  to  bo  paid? — A.  If  the  corporation  was  large  enongh, 
certainly.  I  am  rather  glad  you  asked  that  question  for  this  reason  Tfike  the 
leport  of  the  Department  of  Labor,  and  one  of  the  claims  is  that  under  private 
management  large  salaries  are  paid  that  are  saved  by  mnnicipal  management. 
Well,  now,  in  that  group  of  municipal  electric-lighting  plants  in  the  Dei»rtment 
of  Labor  report,  there  was  quite  a  number  of  them — I  won't  pretend  to  say  how 
many — but  over,  I  think,  10  per  cent  of  the  whole  number  I  have  examined,  even 
more  than  that,  even  30  per  cent  of  the  whole  number,  returned  less  than  $100  a 
year  paid  for  management.  Now.  I  will  leave  it  to  you  whether  or  not  a  book- 
keep^  wonld  not  cost  more  than  tlOO  a  year,  and  some  of  them  were  as  iow  as  (25 
paid  tor  management.  Now,  if  that  is  all  that  goes  into  this  account  paid  for 
management  that  must  be  paid  for  somewhere  dse.    If  it  is  not  paid  for  in  the 
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ttccoimta,  it  l8  paid  for  by  eome  other  city  clerk  doing  the  wort,  and  hto  pay  is 
being  charged  np  to  some  other  department,  and  this  is  the  vital  point;  you  cant 
get  at  it  without  uDifonn  accoanting.  You  have  f^ttoknow  what  yon  are  talldng 
about,  and  yon  are  being  misled;  you  are  being  self-deceived.  You  certainly 
wold  not  expect  that  a  corporation  could  keep  its  acconnta  and  not  pay  for  its  clerk. 
It  has  to  pay  for  its  clerk  and  it  has  to  appear  on  its  books. 

Yon  take  the  condition  that  occnrred  in  Philadelphia  when  the  mnnicipality 
was  running  the  gas  works.  There  all  at  the  collections  of  all  ^att  bills  were  made 
through  the  department  of  taxes,  and  the  expenses  of  collecting  these  gas  bills 
appeared  as  expenses  of  the  department  of  taxes  and  did  not  appear  at  all  in  the 
expenses  of  the  director  of  gas  works.  Now,  superficial  examination  would  not 
find  that  point,  perhaps,  and  you  woold  be  misled;  a  atatement  made  tm  that 
bans  wonld  mislead  the  public. 

Q.  I  can  see  how  service  might  be  obtained  cheaplr  by  private  corporations — 
that  is,  large  mnnicipalcorparationti — but  the  small  villages  was  what  was  bother- 
ing me — wiien  waterworks  are  owned  by  a  private  corporation ,  whether  it  would 
cost  more  than  it  would  to  the  small  municipality  owning  it? — A,  Of  course  there 
are  such  places.  Right  out  here  where  I  have  what  I  call  my  home  when  in 
Washington,  at  Takoma  Park,  they  are  pntting  in  waterworks.  That  water- 
works is  not  large  enough  to  be  an  investment  for  a  grivate  corporation — it  could 
not  handle  it  at  all;  bat  I  was  looking  over  my  tax  bills  last  night,  and  I  noticed 
an  increase  in  the  tax  bUls.  If  I  get  water  ^t  a  certain  price,  that  is  one  thing, 
bat  what  I  don't  pay  for  in  that  price  I  pay  for  in  my  tax  bill.  If  I  woold  pay  a 
private  corporation  the  same  amonnt  that  I  pay  in  both  of  these  accounts,  the 
private  coiyoration  might  oe willing  to  do  the  work,  but  we  dont  doit  that  way. 

Q.  But  if  ;ron  are  going  to  eabmit  to  a  vote  of  the  people  a  proposition  to  estab- 
lish a  mnnicipal  plant,  the  sum  wonld  be  so  great  that  it  would  probablj[  prevent 
the  taxpayer  voting  to  adopt  the  mnnicipal  waterworks  system,  woald  it  not? — 
A.  Yes;  we  have  this  advantage:  We  make  the  unimproved  property,  whether  it 
OSes  any  water  or  not,  pay  this  tax. 

Q.  (BvHt.  LiTCHHAN.)  In  the  establishment  of  a  system  OF  waterworks  it  is  the 
custom  for  the  city  to  issue  bonds,  is  it  not?—A.  Generally  the  custom. 

Q,  And  a  provision  is  made  for  a  sinking  fund  to  cancel  that  debt  eventually? — 
A.  Not  always. 

U.  Is  it  always  the  case  in  Msssachnsetts?— A.  That  is  the  case  in  Maasachu- 
BetCBi  yes. 

Q.  Where  that  aystem  prevails,  the  first  cost  is  provided  for,  and  will  be  ulti- 
mately wiped  out,  will  it  not? — A.  Well,  the  sinking  fund  would  mean . 

Q.  flntOTTupting.)  The  ultimate  wiping  ont  of  the  bonds? — A.  Yes. 

Q.  Then,  with  each  succeeding  year  the  amonnt  paid  on  account  of  the  sinking 
fund  redaces  the  first  cost  of  the  plaat,  does  it  not? — A.  The  amount  paid  by  the 
coasnmer  is  stationary. 

Q.  Not  necessarily. — A,  Until  your  bond  provision  is  wiped  ont. 

Q.  Well,  ttte  point  I  want  to  get  information  on  is  how  far  the  establishment 
<hF  tbednking  funds  offsets  the  position  which  yon  seem  to  take  that  under  munici- 
pal ownership  the  real  cost  of  tne  plant  is  not  made  manifest.  Now,  of  coarse,  I 
only  speak  from  experience  in  Massachusetts,  with  which  I  am  most  familiar.  In 
all  cases  of  public  ownership  there  the  law  compels  the  setting  aside  of  a  certain 
percentage,  osaatly  S  per  cent  every  year,  which  in  20  years  will  wipe  out  the 
cost  of  the  plant--Ies8  than  20  years. — A.  The  construction  cost  of  the  plant  is 
one  thing;  the  operating  cost,  the  costof  ownership  and  operation,  the  contingent 
cost,  is  another  tning.  Now,  the  construction  coat  would  oe  known  and  incurred 
by  bond  issue  and  provided  for  by  the  sinking  fund;  but  the  operating  cost,  the 
cost  of  ownership  and  profit,  is  not  so  provided  for.  That  has  to  come  from  the 
rates;  and  if  a  large  share  of  that  is  raised  by  taxation,  then  the  rate  can  be 
lowered.     You  will  find  that  that  condition  exists  in  a  great  many  cases.     I  think 

Fon  will  find  in  that  book  there  [indicating),  with  the  red  paper  aroand  it,  where 
qaote  from  the  editor  of  the  Boston  Herald  a  statement  that  he  made  about  the 
Boston  waterworks  a  few  years  ago,  diowtng  how  much  more  the  work  had  cost 
than  the  accounts  were  showing. 

One  thing  that  I  would  like  to  have  the  commission  take  serionsly  into  consid- 
eration— we  have  had  a  good  deal  of  by-talk,  you  know — hut  the  real  proposition 
that  I  want  this  commission  to  consider  is  this:  The  principle  to  be  applied  to  ill 

?nblic-eervice  utilities,  and  I  mean  that  from  the  highest  to  the  lowest.  I  started 
0  years  ago  to  study  this  question,  and  I  have  put  in  all  my  time  on  the  manici- 
palqne8tio&,  for  the  reason  that  it  is  the  qaeetion  that  stands  nearest  to  the  people: 
and  [  stated  in  the  preface  to  my  law  book  that  the  public  policy  which  is  finally 
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the  accepted  policy  of  the  maslcipalities  on  theee  qaestione  will  become  the 
national  public  policy.  You  can  do  thia  thing  juet  as  in  the  amall  State  of 
Wyoming,  where  there  is,  yon  mieht  say,  »  virgin  soil  to  start  the  system  of 
acconnting  in.  We  can  start  it  there  and  get  oar  illnstrationa,  etc. ,  bat  it  is  a 
very  different  problem  to  go  into  Massachasetts  and  do  it,  where  they  have  their 
system  already.  But  these  questions  will  keep  on  pressing  for  solution,  no  mat- 
ter what  any  of  ns  think  abont  them.  And  what  will  the  solntion  be?  That  is 
the  practical  question.  I  have  stated  the  problem  as  related  to  mnnicipal  affairs, 
hoping;  there  to  find  a  solntion  of  the  question  that  would  be  not  only  for 
mnnicipal  affairs,  bat  for  national  affairs.  I  have  reached  the  conclusion  that 
the  public  service,  in  the  first  place,  can  not  exist  unless  it  has  some  privilege 
from  the  public.  Wherever  the  public  grants  the  privilege  it  should  safeguard 
itsdf  to  secure  the  advantages  to  oe  derived  from  that  privilege.  How  con  it  do 
it?  It  can  do  it  only  through  taking  hold  of  the  acconnts,  knowing  abaolatelythe 
true  condition.  If  you  do  not  know  that,  yoa  can  not  legislate  intelligently;  I 
dont  care  what  your  opinion  is,  you  can  not  legislate  intelligently.  Now,  yoa 
declare  those  acconnts  to  be  pablic  accounts.  You  pat  in  yoar  auditor;  he  pre- 
scribes them;  he  audits  them.  If  you  have  a  dishonest  or  incompetent  aaditor, 
yoa  aregoiOK  to  fail.  Yoa  can  not  hedge  against  that;  that  is  impoBsible.  Then 
you  know  what  you  are  doing.  Now,  you  want  to  legislate  on  rates,  tel^raph 
Tatee,  telephone  rates,  steam  railroad  rates— it  don't  matter  what  service  it  is,  the 
principle  applies.  Now,  you  want  to  legislate;  you  know  yoar  cost.  As  long 
as  you  are  employing  private  capital  and  private  work  in  carrying  on  that  basi- 
nees,  every  intelligent  and  sane  man  wilt  say  that  it  is  entitled  to  a  profit.  All 
in  the  world  that  the  public  want  to  know  is  that  the  profit  is  fair  andnot  unjast. 
Now,  then,  you  state  that  profit.  I  tried  very  long  to  find  some  way  of  finding 
the  standard  by  which  you  could  gauge  that  profit;  I  have  stated  that  principle  in 
the  bill  drawn  for  the  Ohio  legislature.  The  profit  should  be  gauged  at  twice  the 
rate  of  interest  the  nation.  State,  or  manicipahty  is  paying  on  its  bonds.  If  there 
was  a  condition  to-day  such  that  United  States  bonds  would  sell  at  6  per  cent,  and 
they  once  did,  then  under  that  mle  the  private  corporation  would  be  earning  12 

Ccent.  If  yon  get  to  a  change  in  the  general  conditions,  and  the  Qovemment 
ds  are  sold  at  3  per  cent,  then  the  private  corporation  woald  be  earning  6;  but 
the  6  per  cent  under  the  conditions  under  which  it  is  earned  is  as  good  an  invest- 
ment to  the  investors  as  the  12  per  cent  under  the  other  conditions.  And  so  yon 
go  in  the  small  towns  where  the  rate  is  5  or  4  per  cent,  in  the  large  towns  where  it 
IS  3;  there  is  an  adjustable  standard;  it  is  fixed  by  com^tition  in  the  open  money 
market;  legislatures  can  not  change  it  if  they  want  to;  it  is  known  already;  there 
1b  no  dispute  about  it;  and  I  have  never  seen  a  business  man  who  would  sav  it 
wonld  eive  an  nnreafionable  rate.  Now,  the  problem  all  comes  right  down  to  tnis; 
If  the  Interstate  Commerce  Commission,  to  illustrate,  in  a  large  sense,  had  the 
aathority  to  go  into  the  accounts  of  the  railroads  as  this  system  of  accounting 
would  require  somebody  to  do,  auditing  itself  the  accounts  under  the  cost  feature 
of  it,  you  can  just  draw  in  your  own  imagination  how  the  railroad  tariffs  would 
be  affected. 

In  this  connection,  permit  me  to  suggest  that  I  consider  it  to  be  a  matter  of  the 
highest  importance  that  the  ConKress  ahonld  require  a  uniform  system  of  public 
accounting  and  independent  auuiting  for  all  public  accounts  in  the  new  posses- 
sions for  which  a  system  of  government  is  now  in  process  of  formation.  I  hox>e 
this  commission  will  so  recommend. 

1^.  {By  Mr.  Phillips.)  You  have  stated  that  there  can  be  no  intelligent  legis- 
lation without  such  a  system  of  accounting  as  you  have  described? — A.  Yea. 

Q.  Then  the  conclusion  is  that  in  a  great  majority  of  cases,  practically  all,  thns 
far  there  has  not  been  any  intelligent  legislation? — A.  I  woula  say  that — with  all 
dne  respect,  you  understand.  The  point  is  right  here.  We  say  the  legislators 
who  have  enacted  these  laws  have  done  the  best  they  knew  how.  I  do  not  want 
to  give  them  any  other  repatation  than  that.  But  if  they  did  not  know  it  hII, 
they  could  not  do  any  better.  And  the  man  who  does  not  know  what  the  cost  of 
an  article  is  can  not  fix  a  price  on  it  based  on  cost  and  dc  it  intelligently.  He 
may  guess  at  it,  and  in  the  general  ahake-np  of  things  and  the  competition,  one 
thing  rubbing  against  another,  yon  may  get  at  what  we  call  the  substantial 
adjustment,  but  you  have  not  got  it  done  scientifically. 

Q.  Now  have  yoa  any  other  matter  to  speak  of,  Mr.  Foote?— A.  That  is  all  so  far 
as  the  uniform  accounting  goes.  It  might  interest  yon  to  know  this,  that  within 
the  last  2  or  ii  years  the  movement  in  this  direction  is  Rowing  very  rapidly, 
and  that  there  are  some  IS  or  14  organizations,  representing  gas  works,  water- 
works, street  railroads,  and  different  organizations  of  mnnicipal  reformers  of 
different  Idnds.that  have  pat  themselvefi  on  record  in  favor  of  imtiating  tliiskind 
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of  a  KTBtem,  &nd  they  have  to-dar  committeeB  appoioted  stodving  the  qaestion: 
and  there  is  a  very  vreat  hope  of  its  talcing  effect  in  practical  leifiBlatioD  soon. 

J.  Ton  have  the  bills  written  out?— A.  The  bills  are  in  thia  book. 
.  Yon  will  leave  a  copy  of  them  with  lu? — A.  Yee;  and  I  hope  to  see  those 
I  presented— if  I  could  have  my  own  way  abont  it,  I  wonld  nave  them  pre- 
sented in  everv  legislatore  there  is  in  seHdon,  put  them  on  their  passage,  and  see 
what  comes  of  it.  Some  le^latnres  might  adopt  them.  And  I  want  to  say  one 
word  in  regard  to  my  own  position  in  reference  to  these  bills.  I  want  to  be  clearly 
understood  on  one  point :  ft  in  my  proposition  there  ia  anything  that  is  not  sonnd, 
if  any  gentleman  will  make  an  amendiaent,  will  suggest  an  amendment  to  any  of 
my  propodtione  that  will  make  them  sounder  business  propositions  for  the  public, 
I  shonld  be  very  glad  to  accept  the  amendment  and  to  acbiowledge  it.  Bnt  if  he 
can  not  do  that,  why  then  I  would  like  to  have  him  stand  with  me  for  their  enact- 
ment as  they  are  drawn.  That  is  the  logic  of  the  sitnation. 
{Testimony  closed.) 

Wabhinoton,  D.  C,  January  4.  1901. 

TE8TIX0VT  OP  FBOF.  7RAHX  FAKSOITS, 

FtegideHt  National  Public  Ownerthip  League. 

The  commiasion  met  at  11  a.  m.,  Vice-Chairman  Phillips  presiding.  At  that 
time  Prof.  Frank  Parsons,  11  St.  James  Avenne,  Bock  Bay  post^fBce,  Boston, 
Mass. ,  appeared  as  a  witness,  and,  being  dnly  sworn,  testified  as  follows: 

Q.  (By  Mr.  CL.ARKB.)  Will  yon  please  give  yonr  name  and  post-office  address? — 
A.  Fraiu:  Parsons;  11  St.  James  Avenue,  Back  Baypost-ofBce,  Boston. 

Q.  Are  yon  coimected  with  Boston  University? — A.  Yes. 

Q.  In  wnat  capacity?— A.  I  give  a  course  of  lectures  on  insnrance  law. 

Q.  How  long  have  you  been  a  lecturer  there? — A.  Nine  years. 

Q.  Have  you  given  special  stndy  to  the  subject  of  railways,  telegraphs,  tele- 
phones, and  public- service  corporations  generally? — A.  Yes. 

iX  The  commission  will  be  pleased  to  hear  yon  upon  those  subjects,  and  will  be 
glad  to  have  you  proceed  in  your  own  way. — A.  Thank  yon.  That  is  what  I 
would  like  to  do.  I  have  blocked  out  a  line  of  thought  on  those  subjects  that  your 
letter  invited  me  to  speak  about,  and  would  like  tofollow  that  line  in  dealing  with 
them.  Thtrr  have  been  in  my  mind  and  under  my  study  more  orlessforSfiyears, 
at  first  chiefly  ftxtm  the  attitude  of  a  civil  engineer.  I  graduated  from  the  civil 
engineerii^  course  of  Cornell  University  in  18T8,  and  my  mind  in  those  years  was 
ma^y  occupied  with  mathematical  and  economic  ideas.  A  little  later  I  began 
to  study  law,  and  then  the  l^fal  and  political  elements  of  the  problem  became  the 
predominant  ones,  and  later  yet  I  got  still  more  deeply  in  terested  in  general  social 
phUosophy.ethics,  and  sociology,  and  the  ethical  and  social  aspects  became  pre- 
dominuit  over  the  others.  I  would  like  to  present  my  line  of  Uioaght,  if  y<m  are 
willing,  under  the  title — 


The  fundamental  test  of  any  institution,  method,  or  service  must  be  its  eSect 
upon  the  pablic  good,  its  relation  to  morals,  manhood,  government,  industry, 
civilization,  and  progress;  and  in  applying  this  vital  test  the  principal  emphasis 
must  be  placed  not  upon  the  Gnancial  results,  but  upon  the  human  results,  not 
on  money,  but  on  manhood.  Final  values — real  values — must  be  measured  in 
terms  of  life  and  progress,  not  in  terms  of  doltara  and  cents.  Dollars  and  cents 
are  important,  of  course,  but  life,  liberty,  justice,  virtue,  and  intelligence  are 
infinitely  nioreitnportant.  Material  wealth  is  an  excellent  thing,  rightly  obtained 
and  properljused,  but  it  is  not  an  end  in  itself — it  is  only  one  of  the  rawmat«rials 
of  civilization.  Justice,  character,  and  human  development,  happy  homes  and 
noble'Iives,  are  the  real  ends  for  which  railways  and  telegraphs  and  telephones 
and  all  other  institutions,  whether  industrial,  political, or  social, eiist,  and  only 
BO  far  as  they  conduce  to  these  ends  is  their  existence  justified.  So  that  even 
when  we  are  dealing  with  qnestione  of  material  wealth  it  will  not  do  to  consider 
simply  the  amount;  we  must  consider  also  the  method  of  production,  distribution, 
and  expenditure,  for  material  wealth,  wrongly  obtained  through  bud  processes  of 
production,  or  unjustly  distributed,  or  corruptly  or  injuriously  used,  may  be 
omjoied  to  th«  trauic  good,  and  so  become  illth  instead  of  wealth.  Wealth  is 
simply  that  which  produces  what  is  weU;  illth  is  that  which  produces  what  is  ilL 


124  INDUSTRIAL   commission: — TBAH8POBTATION. 

THE  AIM— rtUVATB  PBOFIT  OR  PDBLIC  SERVICE. 

In  applying  these  teets.  or  this  compound  teat  with  particular  emphaslB,  the 
first  thine  that  I  note  i?  the  difference  of  aim  between  the  two  aystems  tnat  I  have 
spcAen  of,  PrJTate  monopoly  ainoa  at  dividends  for  atockholderM;  public  owner- 
snip,  as  a  rale,  aims  at  service  for  all.  1  mean  that  a  normal  public  inatitution 
aims  at  the  public  good,  while  a  normal  private  monopoly  aims  at  private  profit, 
it  serves  pablic  interest  also,  but  such  service  is  incidental,  and  not  the  primary 
purpose.  It  eervee  the  public  interest  so  long  as  it  runs 'along  in  the  same  direc- 
tion and  is  linked  with  private  profit,  but  when  the  public  interest  departs  from 
or  runs  counter  to  the  interests  owning  or  conlTollins  the  systems,  then  the 
pablic  interests  have  to  take  a  back  seat.  And  not  merely  is  the  aim  of  private 
monopoly  material  we^th,  subordinating  the  higher  elements  of  wealth  and 
even  disregarding  them,  but  the  aim  is  material  wealth  for  the  few,  not  for  all; 
and  still  further,  the  aim  is  material  wealth  for  the  tew  now.  A  private  monop- 
oly ordinarily  can  not  expend  money  and  develop  a  great  system  of  transporta- 
tion, looking  for  its  pay  in  the  neitdecade,  or  through  the  collateral  development 
of  other  industries  and  of  the  country  as  a  whole,  but  it  must  have  its  xtrofit 
now;  the  stockholders  and  bondholders  want  their  dividends  and  interest,  and 
they  want  them  immediately. 

Public  ownership,  on  the  other  hand,  under  normal  conditions  can  and  doee 
aim  first  at  the  pablic  Kood,  making  nrofit  and  material  wealth  a  subordinate, 
incidental  matter.  And  so  far  as  it  deals  with  material  wealth  on  the  financial 
plane,  public  ownership  aims  at  wealth  for  all  and  not  for  the  few,  and  due  regard 
la  paid  to  the  future  and  to  the  collateral  development  of  other  indastriea  and  of 
the  country. 

In  regard  to  this  difference  of  aim  which  appears  to  me  to  be  the  fundamental 
distinction  between  the  two  syatema,  pablic  ownership  and  private  monopoly,  I 
would  like  to  read  a  passage  from  a  speech  of  Bismarck,  ana  another  from  the 
argument  of  the  Pnuidan  Cabinet,  at  the  time  they  were  considering  the  change 
from  private  ownership  to  a  complete  system  of  public  railways  in  Germany. 

On  April  26, 1876,  in  a  speech  in  the  Prussian  Parliament  advocating  the  con- 
solidation of  railways  under  Qovenunent  control  and  ownership,  Bismarck  need 
the  following  words.  He  was  comparing  the  railways  in  Germany,  which  were 
public  property  and  operated  by  the  States,  with  the  systems  that  were  still  pri- 
vate.   Be  said  in  regu'd  to  the  State  railways: 

"  They  serve  chiefly  the  pubbc  intereste  of  traffic,  of  commerce,  of  the  clrcnlft- 
tion  ana  transport  of  commodities  and  passengers;  beKdee,aB  a  secondary  con- 
sideration, they  aid  the  public  treasury." 

Please  notice  how  distinctly  be  places  the  money  question  second.  Pirst,  he 
said,  "  They  serve  the  public  intereste  of  trafSc,  of  commerce,  of  circulation,"  and 
afterwards  he  notes  as  asabordinat^  matter,  "  as  a  tecondary  consideration,  tfaey 
aid  the  public  treasory." 

Then  he  continues:  "And  in  all  events  promote  only  puUtc  interests.  It  is  the 
misfortune  of  private  railways  that  a  privilege  granted  Dy  the  State,  and  a  privi- 
lege that  could  not  be  made  use  of  vnthout  the  help  of  the  State — we  mav  say  a 
monopoly  granted  by  the  Government — should  be  legally  exploited  in  behalf  of 
private  intereste  and  private  pockets."' 

Bismarck,  one  of  the  greatest  minds  and  one  of  the  greatest  stetesmen  that 
ever  lived,  has  stated  in  tnis  speech,  as  clearly  as  it  would  be  possible  to  state  it, 
the  vital  difference  between  the  two  systems. 

Let  me  turn  now  to  another  great  document,  the  argument  of  the  Prnssian 
Cabinet,  which  was  sent  by  them  to  the  Reichstag  iu  1879  along  with  the  bill  pro- 
viding for  the  absorption  of  the  private  railways,  the  transfer  of  them  to  the 
State.  The  argument  for  nationalization  of  the  railways  is  concentrated  on  two 
great  points.  First,  the  benefite,  economies,  ete.,  that  would  result  from  the  con- 
solidation of  the  system  under  a  single  general  management,  and,  second,  "direct 
attention  by  the  Government  to  public  interests,  which  do  not  permanently  find 
sofScient  furtherance  and  protection  where  the  railroads  are  in  the  hands  of  pri- 
vate coriwrationB  whose  object  is  gain."  There  ^ain  we  see  that  fundamental 
distinction  clearly  drawn  and  emphasized  as  one  of  the  two  vital  reasons  for  the 
transfer  of  the  railwavs. 

The  Federal  Council  of  Switzerland  in  1897  put  out  an  argument  to  the  people 
when  the  proposed  taking  over  of  the  railroads  of  Switzerland  to  the  State  was 
being  considered,  and  in  that  argument  one  of  their  main  points  was  this  same 
matter — that  the  transfer  of  the  railroads  to  the  State  meant  that  they  would  be 
administered  primarily  for  the  public  interest  and  not  for  the  mere  financial 
benefit  of  a  small  class  of  owners;  that  a  pnblic  system  would  aim  at  advantage 
to  the  whole  people,  while  private  companies  look  mainly  to  the  advantage  of  t£e 
etockholderg  or  a  small  part  of  the  people,  and  that  a  public  system  aime  not  only 
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at  the  benefit  of  the  whole  people  instead  of  a  part,  but  at  thn  benefit  of  the  peo- 
ple in  the  higher  seiiBe  ae  well  as  in  the  commercial  eenae — the  public  good — not 
merely  on  the  financial  plane,  bnt  on  political,  social,  and  ethical  planes  also.  I 
speak  from  meniory  about  the  Swiss  aivamente,  giTing  the  impTession  they  made 
apon  me.  I  haven  t  the  docnments  wiui  me.  I  havernoweveT.  a  Uttle  quotation 
from  a  discuBsion  of  the  vote  of  the  people  afterwards  in  Switzerland  at  the  time 
when  they  overwhelmingly  adopted  the  measure  for  making  the  railroads  public. 
It  is  a  summary  made  by  Horace  Michel]  in  Appleton's  Popular  Science  Monthly 
for  September,  1888,  in  which  he  says: 

"  The  majority  of  the  electors  evidently  regarded  the  railroads  as  a  public  serv- 
ice of  the  same  kind  as  the  poet-ofBce,  telegraph,  et«.,  and  sought  to  remove  all 
private  infiuences  and  sense  of  personal  benefit  from  their  management." 

The  mere  fact  of  changing  the  aim  may  not  make  the  administration  perfect,  of 
course,  but  nevertheless,  as  these  high  authorities  have  recognized,  it  is  of  the 
greatest  importance  to  change  the  aim.  With  equally  good  mauagement  and 
equ^ly  good  intentions  in  those  who  have  control,  the  aim  makes  all  the  differ- 
ence in  the  world.  If  they  aim  at  private  profit,  good  management  will  get  it; 
if  they  aim  at  public  good  and  the  higher  wealth,  good  management  wiU  get  that. 

I  have  not  by  any  means  exhausted  the  evidence  that  public  systems  consciously 
aim  at  the  public  good  and  the  higher  wealth  as  superior  to  questions  of  mere 
financial  gain.  A  few  further  items  on  this  point  may  be  usefnl  here- 
in Hungary  in  1889  the  Oovermnent  changed  trova  the  old  system  of  tariff  to 
what  is  called  the  zone  system,  and  they  gave  their  reasons  for  the  change  in  a 
document  issued  at  the  time. 

Q.  (ByMr.CiiAREE.)  Whenyousin'tariff  there,  you  mean  for  transportation? — 
A.  Yes;  the  transportatioD  rates.  The  Oovernment  gave  their  reasons  for  the 
change,  and  among  all  those  reasons  there  is  not  one  word  about  profit  or  finan- 
cial gain  in  any  way.  The  reasons  are  the  facOitation  of  communication,'  the 
development  of  the  country,  the  consolidation  of  the  country  politically  by  creat^ 
ing  better  communication  among  the  people,  breaking  down  prejudices  and 
antagonisms  by  fuller  intercourse,  the  development  of  civilization  through  the 
educational  value  of  communication — ' '  it  was  es.'wntial  to  consider  the  great  eco- 
nomic and  civiliring  effects  of  such  a  reform,"  said  the  Government.  Where  is 
the  private  railway  management  that  has  reduced  rates  40  per  cent  to  80  per  cent 
for  the  sa^e  of  the  civilizing  effects  of  easy  communication?  To  reduce  rat^  and 
facilitate  interconrse,  and  to  do  this  by  a  system  which,  while  inducing  a  large 
ivcTfate  of  trajlic,  would  admit  of  great  simplicity  ra  its  management,  "so  reduc- 
ing the  met  to  the  lowest  practicable  limit;  the  aim  being  to  demand  of  the  conn- 
try  the  smallest  financial  sacrifices  passible,  and  yet  to  inaugurate  upon  the 
Government  railroads  a  radical  rednction  of  rates  by  ' '  methods  which  would 
place  the  offered  reductions  within  the  reach  of  al],  and  adapt  them  to  the  reqnire- 
mente  of  all  ranks  and  claHses  of  the  entire  population."  thereby  secnring  "  the 
great  economic  and  civilizing  effects  "  and  other  benefits  above  mentioned;  such 
was  the  purpose  of  the  Government  railway  management  in  Hungary.  Social, 
political,  and  educational  benefits  supply  the  dominant  motives;  and  so  far  was 
the  State  from  subjection  to  the  money  motive  that  it  was  ready  to  make"flnaa- 
cial  sacrifices  "  in  order  to  use  the  railroads  for  higher  interests;  seeking,  however, 
with  duo  t'egard  to  material  economy,  to  make  the  financial  sacrifices  as  auuji  aa 
possible.  Tnis  noble  railroad  policy  has  been  rewarded  not  onlv  by  large  attain- 
ment of  the  benefits  sought  by  the  Government,  but  by  ancn  an  astonishing 
growth  of  business  and  simplification  of  management  that,  instead  of  the  financi^ 
sacrifices  expected  by  the  Government,  the  net  receipts  were  enlarged  by  the 
change. 

Again,  in  New  South  Wales,  where  the  railroads  are  also  public  property,  the 
head  of  the  railroad  commission  says:  "We  do  not  run  the  roads  to  make  money, 
bnt  for  the  convenience  of  the  public  and  the  good  of  man."  It  is  the  hnman 
element  they  are  considering,  and  not  the  financial. 

So  in  New  Zealand,  probably  the  strongest  illustration  of  all.  Premier  Seddon, 
and  Minister  of  Railways  Cadman,  and  his  successor.  Ward,  have  i^  definitely 
announced  it  as  their  settled  policv,  the  settled  policy  of  the  State,  to  ran  the 
railroads  in  the  intereste  of  the  puolic,  to  develop  the  country,  to  help  labor,  to 
encourage  education,  entirely  subordinating  questions  of  financial  gain,  and,  i 


collateral  benefits  throngh  the  development  of  farms  and  factories  and  the  growth 
of  bnsinefis  throughout  the  country.  They  understand  that  every  dollar  spent  in 
wise  railroad  construction  means  $6  at  least  added  to  the  value  of  land,  and  they 
take  care  that  the  State  shall  receive  that  value  by  keeping  the  land  in  the  gov- 
ernment's control  as  far  as  possible.  They  know  also  that  the  development  of  the 
railway  system  means  the  development  of  commerce  and  industry,  and  that  the 
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indirect  reanltfl  even  to  the  public  treaear;,  wlttiout  considering  the  higher  bene- 
fits, will  bo  ample  remtmeration  for  all  they  spend  on  the  railroad  syet«in. 

The  uune  thing  ie  recognized  by  the  English  telegraph.  In  one  of  onr  consn- 
lar  reports  (United  States  Consular  Reports,  vol,  47,  pp.  565,  566)  I  find  the  fol- 
lowing statement:  "The  English  Oovemment  does  not  consider  the  tel^r^aph 
service  as  a  means  of  revenue  for  the  treasury,  but  as  a  means  of  information  for 
the  whole  country,  giving  facUities  of  all  kinds  for  its  use  and  extension  in  all  the 
social  classes.  In  f  avormg  increased  trade  by  this  instrument  of  commerce  it 
well  knows  that  the  trea^ry  will  benefit  inmrecUy  from  augmentation  of  the 
general  wealth." 

These  iUustratians  could  be  extended,  but  the  point  is  sufficiently  emphatic 
now,  perhaps,  to  offer  and  invite  fair  recognition,  so  I  will  pass  to  the  considera- 
tton  <A  the  question, 

BOW   THE   DIFFEBENCE   OF    AIM   WOBK9  OITT   IN  AOTUAL   PRACTICE. 

DUcrimifiafions. 

From  the  theory  to  the  fact,  and  first  in  regard  to  discriminations.  Discrimi- 
nations, usuallj;  more  or  less  secret,  between  one  person  and  another  are  perhaps 
the  greatest  evils  of  our  railroad  system.  The  Senate  committee  of  1885  fonnd 
enormooB  evils  In  our  railroad  system  in  this  regard,  and  stated  the  facta  in 
emphatic  t«nnB  in  its  report.  On  page  7  of  their  report  they  say  that  our  efflcient 
service  and  low  rates— i.  e.,  the  low  average  of  our  freignt  rates — "have  been 
attained  at  the  cost  of  the  most  nnwarranted  discriminations,  and  its  effect  has 
been  to  build  up  the  strong  at  the  expense  of  the  weak,  to  give  the  large  dealer  an 
advantage  over  the  small  trader,  to  make  capital  connt  for  more  than  individual 
credit  and  enteiprise,  to  concentrate  business  at  great  commercial  centers,  to  neces- 
sitate combinations  and  ag^egations  of  capital,  to  foster  monopoly,  to  encourage 
the  growth  and  eitend  the  influence  of  corporate  power,  and  to  throw  the  control 
of  the  commerce  of  the  country  more  and  more  into  the  hands  of  the  few." 

On  p^:e40  the  committee  say;  "  Railroad  companies  are  not  disposed  to  regard 
themselves  '  as  holding  a  public  office  and  bound  to  the  public'  as  expressed  in 
the  ancient  law.  They  do  not  deal  witli  all  citizens  alike.  They  discriminate 
between  persons  and  between  places,  and  the  States  and  Congress  are  conse- 

^nently  called  on  to  in  some  way  enforce  the  plain  principles  of  Ute  common  law 
JT  the  protection  of  the  people  against  the  nmawf m  conduct  of  common  carriers 
in  carrying  on  the  commerce  of  the  country." 

On  page  188  the  following  example  is  given: 

"One  reference  to  the  testimony  must  suffice  to  illustrate  the  universality  of 
■  individual  favoritism,  the  reasons  which  influence  the  railroads  in  favoring  one 
shipper  to  the  min  of  another,  and  the  injnati_ce  of  the  system.  Hr.  C.  M.  Wicker, 
of  Cnicago,  a  former  railroad  official  of  many  years'  experience,  was  asked  if  he 
knew  anyljiin^  of  discrimination  upon  the  part  of  transportation  companies  as 
between  individuals  or  localities,  and  testified  as  follows: 

'"Mr.  Wicker.  Tea;  I  do.  And  this  discrimiuation,  by  reason  of  rebates,  is  a 
part  of  the  present  railroad  system.  I  do  not  believe  the  present  railroad  system 
could  be  conducted  without  it.  Roads  coining  iute  this  neld  to-day  and  under- 
taking to  do  business  on  a  legitimate  basis  of  billing  the  property  at  the  agreed 
rates  would  simply  result  in  getting  no  business  in  a  short  time. 

"  '  SeuatOT  Harris.  Then.regardlessof  the  popularly  understood  schedule  rates, 
practically  it  is  a  matter  of  underbidding  for  hasiness  by  way  of  rebates? 

" '  Mr.  Wicker.  Yes,  sir;  worse  than  that.  It  is  individual  favoritism,  the 
bnilding  up  of  one  party  to  the  detriment  of  the  other.  I  will  illustrate.  I  have 
been  doing  it  myself  for  years,  and  had  to  do  it. 

" '  Senator  Harris.  Doing  it  for  yourself  in  yonr  position? 

"  '  Mr.  Wicker.  I  am  speaking  now  of  when  I  was  a  railroad  man.    Here  is 

fnite  a  grain  point  in  Iowa,  where  there  are  5  or  6  elevators.  As  a  railroad  man 
would  try  and  hold  all  these  dealers  on  a  "  level  keel"  and  give  them  all  the  same 
tariS  rate.  But  suppose  there  was  a  road  5  or  6  or  8  miles  across  the  country, 
and  these  dealers  should  begin  to  drop  in  on  me  every  day  or  two  and  tell  me  that 
that  road  across  the  country  was  reacning  within  a  mile  or  two  of  our  station  and 
drawing  to  itself  all  the  grain.  You  might  say  that  it  would  be  the  just  and 
right  thing  to  do  to  give  all  the  5  or  6  dealers  at  this  station  a  special  rate  to  meet 
that  competition  through  the  country.  But  as  a  railroad  man  I  can  accomplish 
the  purpose  better  by  picking  out  one  good,  smart,  live  man,  and,  giving  him  a 
concession  of  8  or  4  cents  a  hundred,  let  him  go  there  and  scoop  the  business.  I 
woold  get  the  tonnage,  and  that  is  what  I  want.  Bnt  if  I  give  it  to  the  6,  it  is 
known  in  a  very  short  timf . 
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" '  When  yoa  take  in  theee  people  at  the  station  on  a  private  rebate  rem  might 
as  well  make  it  pnblic  and  lose  what  yoa  intend  to  accompliah.  Yon  can  ti^ 
hold  of  one  man  and  baild  him  np  at  the  expense  of  the  others,  and  the  nulroad 
will  get  the  tonnage. 

"  'Senator  Harris.  The  effect  is  to  bnild  the  one  man  np  and  deetror  the  others? 

"*Ur.  Wicker.  Yea, sir;  batitaccomplisheBthepnrposesoftheroaabetterthan 
to  hnUd  ap  the  6. 

"  '  Senator  HA£Bts.  And  the  road.in  seeking  its  own  preservation,  has  resorted 
to  that  method  of  concentrating  the  bnidneea  into  the  bauds  of  one  or  a  few,  to 
the  destracti<m  of  the  many3. 

'"Mr.  Wicker.  Yes,  air;  and  that  is  a  part  and  parcel  of  the   yntem.'" 

Onpage  180  the  committee  says: 

' '  The  practice  prevails  so  generally  that  it  has  come  to  be  nsderatood  am<Hig 
bosinees  men  that  the  pnbliBhed  tariffs  are  made  for  the  anudler  shippers,  and 
those  nnsophisticated  enough  to  pay  the  established  rates;  that  l^oee  who  can 
control  the  largest  amounts  of  bnKinese  will  be  allowed  the  lowest  rates;  that 
those  who,  even  without  this  advantage,  can  get  on  'the  inside' throngh  the  friend- 
ship of  the  officials  or  by  any  other  means  can  at  least  secure  valuable  conces- 
sions; and  that  the  most  advantageous  rates  are  to  be  obtained  only  throogh 
personal  inflnence  or  favoritiBm,  or  by  persistent  'bulldozing.' 

"  It  is  in  evidence  that  this  state  of  affairs  is  far  from  satiBfactory,  even  to 
those  specially  favored,  who  can  never  be  certain  that  their  competitors  do  not, 
or  at  any  time  may  not.  receive  even  better  terms  than  themselves.  Not  a  few 
large  shinpers  who  admitted  that  they  were  receiving  favorable  concessions 
testified  uiat  they  wonld  gladly  surrender  the  special  advantages  they  enjoyed  if 
only  the  rates  conld  be  made  pnblic  and  alike  to  all." 

Again,  on  page  191: 

"Universal  complaint  has  been  made  to  the  committee  as  to  the  discriminations 
commonly  practiced  againstplaces.andastothe  conspicu  one  discrepanciee  between 
what  are  usually  termed  'local'  rates  and  what  are  known  as  'through'  rates." 

In  snnmiing  up  the  t«etim<Hiy  on  pages  ISO-18'J  of  their  report,  the  committee 
presents  this  tremendone  indictment: 

"The  complaints  agiunst  the  railroad  systems  of  the  United  States  expressed  to 
the  committee  are  based  upon  the  following  charges: 

"  1.  That  local  rates  are  unreasonably  high,  compared  with  through  rates. 

"2.  That  both  local  and  through  rates  are  unreasonably  high  at  noncompeting 
points,  either  from  absence  of  competition  or  in  consequence  of  pooling  agree- 
ments that  restrict  ite  operation. 

"  8.  That  rates  are  established  without  apparent  regard  to  the  actual  cost  of 
the  service  performed,  and  are  based  largely  on  what  the  trafSc  will  bear. 

"4.  That  unjustifiable  discrimi nations  are  constantly  made  between  individ- 
uals in  the  rates  charged  for  like  service  under  similar  circumstances. 

"S.  That  improper  discriminations  are  made  between  articles  of  freight  and 
branches  of  business  of  a  like  character,  and  between  different  quantities  of  the 
same  class  of  freight. 

"6.  That  unreasonable  discriminations  are  made  between  localitiee  similarly 
situated. 

"  7.  That  the  effect  of  the  prevailing  policy  of  railroad  management  is,  by  an 
elaborato  system  of  secret  special  rates,  rebatos,  drawbacks,  and  concessions,  to 
foster  monopoly,  to  enrich  favored  shiprers,  and  to  _prevent  free  competition  in 
many  lines  of  trade  in  which  the  item  of  transportation  is  an  important  factor. 

"8.  Tbat  such  favoritism  and  secrecy  iutrodnce an  element  of  oncertaintyinto 
Intimate  business  that  greatly  retards  the  development  of  our  industries  and 


"9.  That  the  secret  cutting  of  rates  and  the  sudden  fluctnationB  that  constantly 
take  place  are  demoralizing  to  all  business  except  that  of  a  purely  speculative 
charactra*,  and  A'equently  occasion  great  injustice  and  heavy  losses. 

"  14.  That  the  differences  in  the  classifications  in  use  in  various  parts  of  the 
country,  and  sometimes  for  shipments  over  the  same  roads  in  different  direc- 
tions, are  a  fruitful  source  of  misunderstandings,  and  are  often  made  a  means  of 
extortion. 

"  IS.  That  a  privileged  class  is  created  by  the  granting  of  passes,  and  that  the 
cost  of  the  passenger  service  is  largely  increased  by  the  extent  of  this  abuse. 

"  16.  That  the  capitalization  and  bonded  indebtedness  of  the  roads  largely 
exceed  the  actual  cost  of  their  construction  or  their  present  value,  and  that 
~  vidends  on  watered  stock. 


128  INDUSTRIAL   COMMISSION: TBANSrOETATION. 

"18.  That  the  management  of  therailroad  buMiieBBia  extraTtwtuit  and  waetefnl, 
and  that  a  ueedleea  tax  la  imposed  upon  the  Bhipping  and  traveling  pablic  by  the 
nnnecesaary  expenditure  of  large  anim  in  the  maintenance  of  a  ooatly  force  of 
agents  engaged  in  a  leckless  etnfe  for  competitive  bnsiness." 

The  interBtate-ConuneTce  law  waH  passed  and  the  Interstate  Commerce  Commis- 
sion  was  estahlisbed  to  abolish  the  evils  of  unjust  discrimination,  bnt  the  work 
has  not  been  accomplished.  The  Interstate  Commerce  Commission  has  told  us 
year  after  year  that  the  discriminations  are  stiU  goilig  on;  that  they  can  not  be 
stopped,  under  present  lawe at  least;  and  I  think  we  might  say  that  no  law  that 
could  be  passed  of  a  regulative  character  could  possibly  put  an  end  t^i  these  pref- 
erences given  to  the  favorites  of  railroad  management  and  to  great  shippers. 
These  discriminations  result  from  a  law  higher,  I  oelieve,  than  any  that  Congress 
can  make — the  law  of  industrial  gravitation  toward  the  center  of  highest  profit. 
There  is  more  profit  to  the  railroad  management  in  dealing  with  one  man  than  in 
dealing  with  many.  It  is  a  simpler  matter  and  safer;  they  can  control  things 
better;  they  can  ship  in  larger  quantities;  in  every  way  it  is  better  for  the  rul- 
ways.  It  is  also  better  for  the  railroad  manager  in  another  sense,  for  he  fre- 
quently has  some  stock  or  interest  in  the  company  or  firm  which  is  ^ven  the 
Srivilege,  and  so  he  secures  a  personal  profit;  not  always,  but  many  tunes.  So 
lat,  considering  all  the  influence  tending  in  that  direction,  especi^y  the  pree- 
sure  brought  to  near  by  great  companies  and  firms  through  the  threat  to  with- 
draw their  traffic  entirely  unless  tne  rates  they  demand  are  given  them,  we  can 
understand  that  our  railways  are  practically  compelled,  imder  existing  condi- 
tions, to  give  preferences  to  we  great  trusts  and  corporations;  and  they  will  do  it 
secretly  2  they  are  not  allowed  to  do  it  openly. 

The  Interstate  Commerce  Commission  states  in  their  report  of  1899 ,  and  reit«r- 
at«s  in  the  report  of  1900,  that — 

"Tariffs  are  disregarded,  discriminations  constantly  occur,  the  price  at  which 
transportation  can  be  obtained  is  fluctuating  and  uncertain,  railroad  managers 
are  distmatfnl  of  each  other,  and  shippers  all  the  while  in  doubt  as  to  the  rates 
seonred  by  their  competitors.  ■  ■  •  Enormous  sums  are  spent  in  purchasing 
business,  and  secret  rates  are  accorded  far  below  the  standard  of  published 
charges.  The  general  pubhc  gets  little  benefit  from  these  reductions,  for  con- 
cessions are  mainly  confined  to  the  heavier  shippers.  AH  this  au^ents  the 
advantages  of  large  capital, and  tends  to  the  injury  and  often  to  the  ruin  of  small 
dealers.  Thrae  are  not  only  matters  of  gravest  consequence  to  the  business  wel- 
fare of  the  country,  but  they  concern  in  no  less  degree  the  higher  interests  of 
public  morality.  *  •  •  It  is  often  said,  in  substance,  that  if  any  carrier 
gives  disoriminatiiig  or  preferential  rates  it  is  the  duty  of  the  commission  to  pre- 
vent or  punish  snch  misconduct.  Unfortunately,  the  commission  is  powerless  to 
perform  any  such  duty." 

The  oomniission  then  States  that  even  criminal  prosecutions  have  failed  to 
secure  the  enforcement  of  the  law.  And  in  regard  to  the  regulation  of  charges, 
it  says: 

"  Any  railroad  company  can  charge  for  its  services  whatever  it  pleases,  and  as 
much  as  it  pleases,  without  any  real  power  in  this  commission  or  any  other  tribunal 
or  court;  to  limit  the  amount  of  such  charge." 

Interstate  Commerce  Commissioner  Prouty,  in  a  paper  on  Railway  Discrimina- 
tlonB,pnblisbedby  the  American  Academy  of  Political  and  Social  Science,  makes 
ttie  following  statements: 

"It  ia  well  known  that  for  years  past  a  large  portion  of  the  competitive  railway 
traffic  of  this  country,  especially  those  articles  which  are  moved  in  large  qnanti- 
tiea,  and  in  the  handling  of  which  a  small  amount  in  the  freight  rate  is  of  great 
consequence,  have  not  &en  moved  upon  the  published  rate,  Itisan  equally  well- 
known  fact  that  during  the  same  time  the  tendency  has  been  to  center  the  handling 
of  these  articles  in  the  hands  of  comparatively  few  persons.  The  United  States 
exports  annuaUy  enormous  (quantities  of  grain,  but  you  can  count  upon  yoor 
fingers  the  concerns  which  bring  the  bulk  of  it  to  the  American  seaboard.  We 
are  told  that  grain  upon  the  Chicago  market  is  handled  by  a  half  dozen  concerns. 
It  is  brought  from  the  fields  west  of  Chicago  into  that  city  by  as  few.  One  com- 
pany buys  upon  one  line  of  railway  and  nobody  else  can  buy  there;  another 
upon  another  line.  Esactly  the  same  thing  is  true  of  beef,  pork,  lard,  provisions, 
and  almost  all  those  cnmmoditieN  which  are  tlio  necessities  of  life. 

"  Is  there  any  connection  between  these  facts?  Is  the  discrimination  in  the 
freight  rate  responsible  for  the  concentration  of  business  in  the  hands  of  the  few? 
There  can  not  be  the  slightest  doubt  of  it.  No  person  at  all  familiar  with  the 
situation  has  any  other  opinion.  Freight-rate  discriminations  are  the  most  potent 
&ctoi  in  the  establishment  and  continuance  of  great  combinations  of  capital  at 
the  present  time.    It  may  be  doubted  if  a  single  one  of  those  monopolies  which 
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have  fastened  themeelTea  upon  tike  conn^  in  recent  years  codtd  have  done  so  in 
the  face  of  abBolat«  equality  in  the  freight  rate."   . 

In  granting  preferences  and  m airing  discFiminationB  "  many  devices  have  bees 
adopted.  These  sometinieB  take  the  form  of  ao  elevator  commiseion;  sometimes 
an  excessive  car  mileage;  sometimes  the  shipper  pays  the  full  interstate  rate,  in 
consideration  that  he  shall  receive  preferential  rates  within  the  State,  to  which 
the  interstate-commerce  act  does  not  apply." 

How  completely  the  law  has  failed  to  stop  discrimination  is  further  illustrated 
by  a  statement  on  the  Bnbject  by  the  president  of  a  large  system,  qnot^  appi-ov- 
Ingly  byMr.  A.  B.  Stickney,  himself  a  promineiit  railroad  president,  in  his  book 
on  tne  Railway  Problem,  page  207:  "  Q  all  who  have  offended  against  the  law 
were  convicted,  there  woud  not  be  jails  enongh  in  the  United  States  to  hold 

One  of  the  great  points  made  by  Bismarck  and  the  Pmssian  cabinet  was  that 
Government  ownership  would  get  rid  of  these  discriminations,  and  the  Germans 
had  suffered  from  them  severely;  not  qnite  so  mnchae  we  have,  perhaps,  bnt  very 
greatly.  They  spoke  of  it  in  their  argument  several  times,  and  emphasized  it  as 
me  greatest  and  most  objectionable  lealTiiTe  of  the  private  railway  system — the 
abnee  of  thepowers of  the  managers  in  giving  preferences  to  favorites  or  large 
concerns.  The  German  Government,  with  all  its  imperial  power,  had  tried  year 
after  year  to  stop  these  discriminations,  and  in  the  argument  of  the  cabinet  they 
said  that  it  hod  proved  totally  Impossible  to  prevent  them,  and  that  this  impos- 
sibility made  it  also  impossible  for  the  Government  to  control  or  regolate  the 
system  of  transportation. 

There  in  no  necessity  for  me  to  go  into  details  or  give  illostrations  of  discrimi- 
nation.   The  commissioii  has  had  plenty  of  them,  rpresome. 

Q.  (ByMr.  Phillips.)  Have  yon  anything  of  lat«  in  regard  to  discrimination? — 
A.  The  latest  I  have  is  the  Boston  and  Albany  investigation.  Has  that  been 
presented  to  the  commission? 

Mr.  Phillips.  No;  I  think  not. 

The  Witness.  While  the  leasing  of  the  Boston  and  Albany  to  the  New  York 
Central  was  under  consideration  the  road  was  investigated  pretty  thoroughly, 
and  one  of  the  things  brought  out  was  that  the  published  rates  were  not  followed 
to  any  large  extent.  Vanons  shippers,  merchants,  manufacturers,  etc.,  were 
visited,  and  it  was  found  that  the  local  rates  were  not  followed:  that  shippers 
were  receiving  widely  varying  discounts  from  the  published  rates,  and  that  snip- 
pers did  not  know  at  all  what  rates  their  competitors  and  neighbors  were  getting. 
They  were  not  eatiKfled  with  the  system,  but  they  were  afraid  to  complain;  that 
is,  if  they  made  complaint  they  would  lose  whatever  advantages  they  possessed 
and  become  marked  men  for  railway  persecution.  The  railroad  commission  of 
Massachusetts  advertised  for  shippers  who  were  not  satisfied  to  come  and  make 
complaint;  but  they  did  not  do  so,  for  the  reasonthatany  shipper  who  complained 
of  a  railroad  would  be  apt  to  fare  a  good  deal  worse  afterwards  than  before ;  his 
goods  wonld  be  delayed,  his  facilities  would  be  cnt  off,  and  whatever  reductions 
ho  was  getting  would  be  stopped,  and  he  would  have  to  nay  the  full  published 
rates;  he  might  also  be  involved  in  costly  litigation,  and  ne  did  not  dare  to  say 
anything, 

The  raUroad  commission  was  asked  by  the  legislature  about  these  discrimina- 
tions on  the  Boston  and  Albany,  and  a  report  was  handed  in  by  the  commission 
last  year  (ISOO),  saying  that  the  reductions  from  the  published  rates  averaged  40 
per  cent,  and  that  in  different  cases  they  ran  from  10  to  about  73  per  cent — fully 
confirming  what  the  shippers  had  said.  It  was  admitted,  however,  that  this 
.  report  was  not  written  by  the  raUroad  commission.  They  had  passed  the  ques- 
tion over  to  the  Boston  and  Albany,  and  a  high  official  of  the  road  had  written 
the  reply.  The  railroad  commission  admitted  that  they  did  not  know  anything 
about  it.  They,  however,  banded  in  the  report  of  the  railroad  official  as  being 
trne,  and  it  was  admitted,  both  by  the  railroad  and  by  the  commission,  that  these 
discounts  on  local  rates  were  being  ^ven,  and  they  are  being  given  now.  The 
railroad  official  claimed  that  the  special  rates  were  "  open  to  a^l  ehinpers  sending 
freight  under  similar  circumstances  and  conditions,"  which  may  oe  true  if  we 
understand  "circumstances  and  conditions "  to  include  the  relations  of  the  ship- 
per to  the  managers, and  his  pull  with  the  railroad,  but  can  not  in  any  other  way 
be  made  to  square  with  the  statements  of  shippers  and  the  other  evidences  in  the 
case. 

The  effects  of  railway  favoritism  are  well  illustrated  in  the  case  of  oU.  The 
Standard  Oil  trust  was  formed  on  railway  discrimination,  and  though  strong 
enough  now  to  defy  the  railways,  the  union  between  the  railways  aud  the  com- 
bine still  continues  to  bear  rich  fruit.  For  example,  it  is  well  knovra  that  at  the 
16a 9 
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th^k  that  teetimtmy  has  been  given  to  yon,  thoagh,  ao  it  is  not  necessary— 
Q.  Not  very  Hi»cifically.    Have  yon  direct  testimony  on  that,  taken  within  a 

Bur,  that  shows  that  to  m  the  fact?-'A.  I  got  my  information  from  Commiseioner 
ontj^'a  statement  of  the  facte,  shown  by  the  records  of  the  Interstate  Commerce 
Commission.  It  appeared  in  testimony  before  the  Interstate  Commerce  Com- 
mission in  1808  that  the  Standard  Oil  is  helped  by  the  railroads  of  New  England 
in  two  ways.  In  the  first  place,  their  tank  cars,  which  usnallv  weigh  from  35,000 
to  50,000  pounds,  are  ordinarily  billed  at  34,000,  according  to  the  testimony  of  the 
agent  of  the  Boston  and  Albany  Railway  in  East  Boston,  the  great  center  of  the 
Standard  OU  business  in  New  England.  Oat  of  14  cars  sent  over  another  road 
fromEast  Boston  to  Newport, R.I,, at  least  half  were  billed  and  paid  for  on  the 
basifl  of  24,000  pounds  to  the  caf ,  although  their  averaf^e  weight  was  shown  to  be 
46,550poimdsper  oar.  It  was  claimed  that  theeennderhillinga  were  clerical  errors. 
In  consideriiig  the  motives  and  reliability  of  snch  a  claim  we  must  not  forget  the 
corions  habit  shown  by  theae  clerical  errors  of  piling  up  in  great  btmches  in  the 
Standu4  Oil  business,  and  the  still  more  corions  fact  that  aU  the  errors  are  in 
favor  of  the  trast — none  w^ainst  it. 

Again,  the  practice  of  adding  the  Boston  rat«  to  the  local  rate  on  shipments  of 
oil  into  New  England  pats  the  mdependent  refiners  at  a  great  disadvantage.  The 
rate  on  com  from  Cleveland  to  Boston  ia  15  cents  per  hundred  poand8,an3toNBW 
Haven  the  same,  bat  the  rat«  on  x>etroleam  from  Cleveland  to  Boston  is  24  cents, 
and  to  New  Haven  it  is  the  Boston  rate,  24  cents,  pins  the  local  rate,  or  a  total  of 
86  cents  from  Cleveland  to  New  Haven.  Now  the  Standard  Oil  has  got  large 
warehouses  in  East  Boston,  and  they  bring  their  oil  by  boat  and  i^tore  it  there, 
and  then  they  get  the  freight  rates  simply  fi'om  Boston  down  to  the  Connecticat 
point,  whereas  the  Western  refiner  who  has  no  storehoosehas  to  pay  first  the  Bos- 
ton rate  and  then  this  local  rate  also  to  the  other  point,  even  thongn  the  oil  may 
go  direct,  so  that  the  rates  are  practically  prohibitive,  almost  pronihitive  to  the 
Western  refiners,  the  Cleveland  men. 

The  same  thing  in  another  form  exists  as  between  Chicago,  or  the  refinery  of 
the  Standard  Oil  at  Whiting,  near  Chicago,  and  the  Cleveland  men.  The  rate  on 
oil  from  Chicago  and  Whiting  to'  New  Orleans  is  made  25  per  cent  lower  than  it 
is  from  Cleveland  to  New  Orleans,  so  that  the  independent  refiners  are  practically 
shut  out  from  the  southern  territo^.  Illustrations  might  be  niultiphed  to  any 
extent,  and  I  can  pat  more  in  evidence  if  the  commission  desires. 

Q.  Have  yon  the  written  testimony  to  which  you  have  alluded? — A.  Yes. 

Q.  Could  you  furnish  a  coi>y  to  the  commission? — A.  The  testimony  before  the 
Interstate  dommerce  Commission,  and  Commissioner  Prouty's  statements  are 
availaUe.  On  the  Boston  and  Albany  matter,  my  information  comes  from  direct 
kiK>wledge  of  th«  investigations  and  from  the  report  that  was  handed  in  from  the 
railway  commission  to  the  legislature.  That  would  give  yoa  one  of  the  main 
pconts  or  several  of  them.    I  can  send  you  a  copy  of  that.' 

lAta  mibaequent  dale  Ur.  pBT«)Da  robmltted  a  copyol  the  report  abovo  refened  lo,  Somucb  of  It 
u  lelstea  to  nelKht  dlacrlminaUou  Is  given  below. 

[Honn,  No.  UMO.) 

Hoa.jAimi  J.  Hybbs,  Speattr  Houai  qf  StpntmiaClva. 

DBAS  Sib:  Br  dliectloD  of  tho  boud  of  lailroad  commlsaionen  I  bave  the  honor  to  aend  vou 
herewith  the  repmt  of  the  boaid  tranamlttlng  the  iDfonoatloD  obtained  Id  reply  to  the  queiaoiui 
contained  Id  tbe  orden  <rf  the  Houae  of  BepiesentatLvea  dated,  reepsctlvel)'.  February  13, 1900,  md 
rebruarr  1&,  1900,  ' 

Yotm,  aalj,  Wm.  J.  McCuLLouoH,  AuManl  Clerk. 


COUMON WEALTH  OP  MAUACHUBETTB. 


InroBiUTioii  Rklatino  to  Questionb  Contained  in  Obdbb  of  Febbuabv  13,  i9oa. 
frelsbc  by  the  Bonon  nnd  \lbany  Kallroad  n 


Aniwec,  What  la  knowD  ai  tbe  publhibed  laiiff  of  frelKl 
road  WM  laned  in  1£81,  and  baa  naTerbeen  re  vlaed  since  11] 


p.  vxsaoss: — fobuo  owvxbship  oir  sailboass. 


stated  that  the  commiasion  admitted  that  it  was  mtt&e  by  an  officer — they  did  not 
Bay  what  officer. 

Q.  YoQ  state  there  was  a  difference  of  from  10  to  78  per  cent.  Is  that  disorimi- 
nation  on  one  claas  erf  goods  or  over  the  whole  tariff? — A.  AH  over  the  tariff — on 
all  sorts  of  goods. 

Q.  Snppose  yon  take  one  claaaificatioti — the  second  class.  Did  yon  find  a  differ- 
ence of  10  to  73  per  cent  between  shippera  is  that  class,  or  was  that  10  to  73  per 
cent  scattered  over  the  whole  classification? — A.  Scattered  over  the  whole  classi- 
flcatioD. 

Q.  Did  yoa  {)rove  imv  diaciiminationB  as  between  the  same  class  of  shippers  for 
the  same  goods?— A.  Yes;  some  shippers  pay  nearly  or  qnite  the  pabliAed  rates, 

latesare  chatKB^  o"  ii«rl]'  >ll  uUcleeoI  fielgbtmoTed  iDlaige  quantideg,  ovlag.  It  la  ezplBiued, 
10  cbaDKed  ccodltioDi  of  bualnesa,  competition,  and  the  eeUbliuuneDt  ot  new  Indiutrles. 

QDeBUoii4.  Hid,  Ii  Uiere  anv  ■tandanl  (cbedQleof  dlttwant  brmld  nllroad  in  proportion  Ic 
unoQDt  of  slilpiiienta  oi  do  indlTldnal  aUppen  get  nich  dlaoountH  ta  they  can? 

Anocr.  Then  1b  no  Mandmid.  MheduJe  (U  discount  pioportloiutetatbB  amounlol  sblpmenU.  ^- 
la  die  pncUce  lo  make  special  raCeavarrlngaccoidliu  to  the  natnreol  a  commodity  and  tbedlataace 

It  la  carried.    These  coDunodlty  r&tea  htb  open  to  all  libippen  sending  freiKht  undei  slmili — ' 

atancea  ahd  conditions.   Special  ratea  are  also  made  for  tbe  beoeflt  or  persona  wbo  carry 

,i...  _.ii_  i.-  ,t.  , ._u_„  „.  .  —aietj  of  goDds  and  commoditlea.    Thta  nt 

ns,  regardlew  of  particular  commodlt/  or  i . 

tc  person  la  given  to  any  other  person  oarrying  o 

QoeatlonS.  What  is  the  largest  discount,  if  any,  below  the  published  tariff  rates  given  by  said  ral 
load  to  any  shipper,  and  what  Is  tbe  averace  discount  and  how  Is  this  average  computodf 

Answer.  Th«largest  discount  below  published  tarld  rates  Is  made  for  the  shipment  of  the  piodoc 
ota  trap  rock  qnany  at  WeaUeld.  This  is  carried  Iram  WeslReld  to  Brighton  at  &S  I'ents  per  tone 
Zjno  pounds,  while  the  tariff  rate  is  (2.40  per  ton.  Clsconnts  vary  from  this  one  of  72.9  per  cent. 
which  la  an  extreme  case,  to  that  ot  10  per  ceac  acconllag  to  coudldons.  Asanesamplaaf  dlscounla 
made  from  the  pDbllshed  tailff  ntsa,  the  following  flgures  may  be  taken,  applicable  to  shipments 
from  Boston  to  ^rlngfield: 


Second      Third      Fotutb 


TheavBTSgerateof  diaoonnt&om  thepubllahed  torlS  opon  local  freight  carried  on  FebmarylS, 
IWOv  shows  a  dlsooiwt  ol  40  per  cent.  This  paiUculac  day  was  laken  at  landoia  and  glrea  a  fair 
avetage  of  dlsconnta  generally  made. 

This  percentage  la  airlred  at  by  carrying  out  at  tbe  recular  published  tariff  rates  all  local  freight 
onthatdaycaiTledatleeatban  published  tariff,  the  difference  between  the  amount  thus  obtained 
■nd  the  amount  actually  charged,  showing  the  discount  to  be  40  per  cent  of  tbe  regular  pnbllahed 

Tbe  uiove  Matemenb  ■PPlf  to  freight  which  orlglnatee  at  and  Is  shipped'  to  a  stalloa  on  the  line  ot 
the  Boston  and  Albany  Railroad. 

Thethroogh  rates  for  freight  boslneaa  done  In  cotinecUon  with  other  railroads  are  snb)eat  to  agree- 
ment brtween  the  Inleieated  roads,  and  upon  this  class  of  buslnes  tbe  proportionate  rate  received 
by  the  Boston  and  Albany  Ballroad  as  a  rule  la  less  than  local  rates.  8o  lor  aa  tbeoa  tJuoogh  ratee 
*Ai>»A*n4*.*B««h>taKn>indM  »K.uf  ^j^  necc^Arlly  subJect  to  frequcut  chaugGS. 


iHrosiunoK  En^Amia  to  QuEirioNS  Cont^ihed  in  Oaiiiii  or  Fkbhoibv 

QaertlonX.  Boea  a  permu  In  the  habit  of  maklog  large  shtpD 

tbeb«Ci«fltof  a  lower  rate  for  one  shipment  of  certain  Irelghtt 

In  the  haUt  of  making  large  sblpmenis  for  one  nbipment  ofslmllat'  freight! 

Answer.  All  sbippenreoelTe  the  same  beo  ell  is  where  a  tariff  has  been  eetabllahed  on  certain  artl' 
dee  aa  commoditlea.  Where  a  tariff  has  been  eetabllshed  (or  a  psrtkular  business,  based  upon  the 
condltloui  attaching  to  that  business,  sll  persona  engaged  In  such  btulnew  are  given  the  advantage 
of  this  tariff.  Weare  Informed,  In  other  words,  that  whether  under  the  public  tariff  rates  or  special 
rates,  no  distinction  la  made  between  shippers,  based  upon  tbe  quantity  of  shiunents,  except  that 
made  between  the  iblpmenC  ot  carload  quantities  and  those  less  than  a  carloadTthe  unit  of  (relgbt 
ahlpment  being  a  carload. 

llepeiioi]  01  time  to  which  statements  In  this  communication  are  applicable,  where  not  apedally 
mentl^ied,  b  tbe  period  endliig  September  3U,  1S99.  tbat  being  the  period  adopted  in  one  ot  tbe 
qoMlOIiaaabmltted,  and  one  which  would  seem  to  answer  the  purposes  of  the  Inqul^, 

An  o(^iortnn]ty  was  glTen  to  any  person  having  within  his  Knuwledee  facts  or  InfonnaCion  relating 
(0  differences  in  freight  rata  to  present  them  at  a  public  hearing.  Althoogb  notice  of  this  hearing 
was  widely  ^ven  by  publlcatioD  In  the  principal  dtlea  along  tbellneoC  (he  Boston  and  Albany  Rail- 
road, no  one  appeared  at  tbe  appointed  time. 

anoaat  W.  bishop. 
EiBiiY  B,  GoonwiH, 
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vhile  others,  dealing  with  the  same  class  of  goods,  obtain  concessions  ranning 
anywhere  from  10  to  70  or  more  per  cent. 

Q.  (By  Mr.  Phillips.)  That  was  generally  in  favor  of  the  large  shipper  as 
against  the  smaller  one,  was  it?— A.  Yes;  thatismyimpreesion.  And  the  railway 
officer  said  that ' '  rates  lower  than  pnblished  tariff  rat^  are  charged  on  nearly  aU 
articles  moved  in  large  quantities."  In  answer  to  a  question  "Is  there  any  stand- 
ard schedole  of  discount  in  pr<iportiun  to  the  amount  of  Hhipinents,  or  do  individ- 
ual shippers  get  such  discounts  as  they  can?"  the  Boston  ana  Albany  official  said: 
"  There  la  no  standard  schedule  of  discount  proportionate  to  the  amonnt  of  ship- 
menls."  He  also  stated,  as  already  not«d,  that  while  these  secret  diaconnta 
were  made,  the  same  discounts  were  always  made  under  the  same  circnmstanceB; 
but  our  investigations  lead  us  to  feel  quite  positive  that  he  was  punning.  He 
used  the  words  '*  under  the  same  circumstances"  and  so  framed  a  txne  statement 
if  you  make  the  meaning  of  ' '  same  circumstances  "  broad  enough — the  same  cir- 
cumstances in  relation  to  the  management  of  the  railways,  the  same  pull,  the 
same  desire  to  favor  thia  rnftn  as  to  favor  the  other,  or  this  one  as  large  a  shipper 
as  the  other,  and  so  on. 

Q.  (ByMr.CLARKE.)  It  was  your  opinion,  then,  that  the  attorney  was  not  quite 
frank  about  that,  and  that  he  used  the  word  "  circumstiuices  "  m  too  broad  a 
sense? — A.  In  a  very  broad  sense. 

Q.  A  sense  broader  than  the  mere  snrroundings  of  the  freight  problem  itself? — 
A.  I  think  so.  He  did  not  swear  to  the  statement,  nor  even  si^  it.  But  if  the 
words  "  fair  and  lawful"or  the  phrase  "properly  essential  circumstances"  had 
been  added,  and  he  had  been  asked  to  subscribe  and  swear  to  the  document,  I 
doubt  if  he  would  have  done  so,  although  it  is  possible,  of  course,  that  he  would 
have  thought  even  the  most  subtle  difference  of  relationship  of  the  shipper  to  the 
manager  or  the  railway  was  one  of  the  fair  and  essential  circumstances,  and  it  is 
also  possible  that  even  a  high  railway  official  might  be  willing  to  tell  what  he 
knew  to  be  untrue,  although  I  believe  most  railway  men  are  honorable  men 
according  to  present  business  standards,  and  prefer  to  make  their  statements  in 
such  form  that  they  are  capable  of  a  truthful  interpretation  if  the  reader  has  wit 
enough  t«  read  the  true  interpretation.  ■ 

Q.  Was  that  official  Mr.  Samuel  Hoar?— A.  We  were  not  informed  what  ofidal 
of  the  road  was  responsible. 

tj,  (By  Mr.  LiTCHKAN.)  Is  it  yonr  opinion  that  these  discriminations  were  suf- 
ficient to  create  a  monopoly  in  favor  of  any  individual  shipper? — A.  According  to 
my  understanding  of  monopoly,  yes.  I  understand  monopoly  to  be  any  advan- 
t^e  which  t«nds  toshnt  ont  competition,  and  therefore  any  discrimination  in 
freight  rates  would  be  a  monopoly  more  or  less  complete  according  to  the  degree 
of  discrimination.  For  example,  the  difference  brought  ont  in  the  Hepburn 
report,  between  A.  T.  Stewart  and  other  shippers  of  dry  goods — he  was  given  a 
rate  of  13  cents  a  hundred  and  everybody  else  bad  to  pay  30  cents.  T^it  was 
snfBcient  of  itself  to  give  A.T.Stewart  an  enormous  margin  of  proBt  and  a  great 

Kwer  to  control  the  market;  and  while  others  were  able  to  do  some  business,  I 
lievein  a  vei^  true  sense  A.T.Stewart  had  a  monopoly. 

Q.  Did  your  investigation  go  far  enough  to  locate  the  kinds  of  goods  outside  of 
oil  which  yon  referred  to7 — A.  Many  kinds.    The  majority  of  merchants  inter- 
viewed were  found  to  have  discounts,  more  or  lees. 
<{.  Covering  substantially  all  branches  of  industries? — A.  A  good  many  of 

Q.  Of  the  leading  branches?— A.  Of  the  leading;  branches. 

Q.  (By  Mr.  Farquhab.)  Did  the  Boston  and  Albany  have  a  competing  line?— 
A.  The  Boston  and  Albany  is  competing  to  some  extent  with  the  Pltchbnrg,  and 
to  some  extent,  I  suppose,  with  the  New  Haven  road. 

(^  Well,these  discriminations  you  speak  of  are  on  local  deliveries  of  the  road? — 
A.  Local  rates. 

Q.  Entirely  local  to  the  Boston  and  Albany  itself?— A.  Yes;  the  investigation 
I  have  been  speaking  of  related  to  local  rates. 

Q.  So  you  believe  it  is  a  matter  of  personal  favoritism,  then,  the  advantage  of 
the  rates  given? — A.  Not  wholly  personal  favoritism.  I  think  the  railway  man- 
agers are  driven  to  these  discriminations  largely,  I  think  they  are  of  two  classes- 
Some  rates  are  made  and  advantages  given  throogh  favoritism.  Sometimes  the 
purpose  is  to  let  the  favored  person  realize  a  large  profit.  Sometimes  the  man- 
agers share  in  the  profit  themselves,  as  was  origiaafly  the  case  in  the  building  of 
the  Standard  Oil  trust;  it  was  built  up  by  letting  railroad  managers  in  on  the 
ground  floor  to  share  in  the  profits,  But  the  other  and  by  far  the  largest  class,  I 
believe,  consists  of  discriminations  that  are  practically  forced  upon  the  railroads 
by  the  threats  of  large  shippers  to  transfer  their  traffic. 
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Q.  Do  70D.  think  they  could  advantiweoaBly  transfer  their  traffic  from  the  Bos- 
ton and  Albany  to  any  other  road  in  HaesachneettB? — A.  I  think  that  the^  wonld 


.jS  to  the  caQBe.     I  am  inclined  to  be  very  charitable  in  my  feehngB  toward  railway 
managers.    I  think  they  are  nnder  tremendone  pressure. 

Q.  (By  Mr.  LiTCHiiAN.)  Conld  not  thatpresBnre  berelieTedby legislation?— A. 
Relieved  a  little,  perhaps,  bnt  not  overcome.  If  the  enormons  power  of  the  Ger- 
man Gk>vemment  could  not  do  it,  I  do  not  see  how  we  conld  do  it,  eHpecially  as 
the  railway  managers  can  give  preferences,  not  merely  throngh  ratro,  bnt  through 
car  service,  throngh  their  car  mileage  allowance,  through  elevator  commissions 
and  snbeidiea  of  variona  kinds,  and  if  they  were  driven  to  it,  they  could  give  the 
preference  by  private  arrangement,  the  same  way  that  men  meet  legislators,  and 
paxB  money  without  any  record  of  it  at  all.  I  do  not  see  ho^  in  the  world  it  can 
posribly  be  wiped  ont  by  leeislation  so  long  as  the  roads  are  in  private  hands.  I 
believe  the  only  way  it  can  do  prevented  is  to  do  away  with  the  cause  of  it,  which 
Is  the  antagonism  of  interest  between  the  owners  and  managers  of  the  railways 
on  the  one  hand  aud  the  public  on  the  other,  and  the  only  way  to  remove  that 
antagonism  of  interest,  ao  that  the  public  interest  shall  be  the  interest  of  the 
owners,  is  to  make  the  owners  and  the  public  identical. 

3.  (By  }Si.  Farqcrar.)  I  would  like  to  ask  another  question  on  this  Boston 
Alt4ny  matter.  Did  yon,  in  your  investigation,  find  tnere  had  been  discrimi- 
nation made  on  the  Boston  and  Albany  to  build  up  manufactories  on  their  own 
line?  Did  any  mannfactnrers  get  special  rates  there  to  bnild  upon  the  Boston 
and  Albany  line? — A.  I  think  to  a  COTtain  extent  that  is  tme.  I  think  that  is  one 
of  the  causes;  yes. 

Q.  (By  Mr.  Clarke.)  How  did  yon  obtain  the  evidence  of  diacriminationB  by 
the  Boston  and  Albany?  Did  yon  and  yonr  associatfls  go  aronnd  and  interview 
the  merchants? — A.  Personal  interviews  with  the  merchants  were  one  source  of 
information. 

Q.  Nobody  repreerating  the  Boston  and  Albany  was  present  at  the  interviews? — 
A.  No. 

Q.  It  was  entirely  ex  parte,  then? — A.  Yes. 

u.  And  witnesses  were  not  nnder  oath? — A.  No. 

Q.  Yon  have  every  reason  to  believe  they  told  the  truth? — A.  Yes,  I  think  so; 
especially  as  the  account  given  in  by  the  official  of  the  Boston  and  Albany  agreed 
with  the  generalizations  derived  from  facte  from  the  mercliants  and  other  sources. 

Q.  (By  Mr.LiTCHMAN.)  Did  you  make  an  investigation  as  to  any  other  road  than 
the  Boston  and  Albany? — A.  No. 

Q.  Have  you  any  knowledge  as  to  whether  it  would  ai>ply  to  the  other  roadsT — 
A.  NoperBonal  knowledge;  no.  Mr.  Cowles,  of  Ckmnecticut,  has  investigated  the 
New  Haven  and  Hartford,  and  has  found  even  worse  discriminationB  down  there 
than  have  been  found  in  Massachusetts. 

<i.  (By  Mr.  Phillips.)  At  whose  instance  was  this  investigation  made?— A, 
Well,  there  were  a  number  interested  in  it.  Mr.  W.  J.  Abbot  was  one  of  the 
flrBt;MT.McNary,  of  the  Massachusetts  legislature,  took  a  leading  part;  Professor 
Bemis  and  Professor  Commons,  of  New  York,  rendered  excellent  service;  Eon. 
OeorKe  Fred  Williams,  of  Boston,  took  a  strong  interest  in  the  movement,  and  a 
number  of  others  who  thonght  it  was  a  shame  to  have  the  Boston  and  Albany 
leased  to  the  New  York  Central. 

The  other  phase  of  discrimination  I  would  like  to  si>eak  of  a  moment  was  brought 
ont  very  prominently  in  onr  studies  in  New  England,  and  the  best  source  of  infor- 
mation, perhaps,  is  the  report  made  by  the  Massachusetts  Railroad  Commissiona 
few  years  ago  (1894),  in  which  they  compared  the  average  freight  rat«  on  New 
Englmd  roads,  individual  roads — and  the  averageof  all  roads  there — showing  that 
our  rates  were  about  double  the  average  freigtit  rat«  in  the  Middle  States,  or  in 
the  Middle  West,  and  that  it  was  nearly  double  what  the  average  freight  rate  was 
for  the  whole  United  States,  and  they  argued  with  much  force  that  it  was  really 
a  discrimination  against  New  England  as  a  whole,  especially  against  Boston. 
Now,  one  of  the  pleas  put  forward  m  this  Boston  and  Albany  matter  was  that  the 
giving  over  of  the  Boston  and  Albany  to  the  New  York  Central  control  would 
mtensify  inat«ad  of  relieve  that  sectional  discrimination  against  New  England  as 
a  whole,  because  the  road  would  come  under  the  control  of  those  interested  chiefly 
in  the  development  of  New  York  CSty,  and  not  in  the  development  of  Boston  and 
the  New  England  States.  This  phase  of  discrimination  also  is  much  diminished 
nnder  public  ownership.  I  onght  to  have  said,  before  leaving  that  other  phase  of 
secret  discriminations,  that  since  Germany  has  taken  her  roads  under  public  con- 
trot  personal  discrimination  has  been  completely  wiped  out,  according  to  all  the 
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teetimony  I  have  1>een  aUe  to  get,  and  alBO  in  New  Zealand  and  Aostralia,  where 
the  roads  are  pablic.  there  is  aDsolutelyno  question  that  personal  dlBcrimiiiAtionB 
against  small  ahippers  in  favor  of  big  shippers  or  favorites  of  railways  do  not 
exist  atall.  I  think  there  has  not  been  even  a  enspicion  on  the  part  of  Uie  most  Mtter 
cn)ponent  of  the  public  system  in  any  of  those  coontries  to  tnat  efFect.  Proteastn' 
B^nis  has  even  gone  so  far  as  to  state  that  in  no  one  of  the  30  conntries  owning 
and  operating  their  railroads  has  any  opponent  of  pnblic  ownership  ever  made  a 
complaint  in  regard  to  personal  discriminations.  That  is  a  pretty  strong  state- 
ment, I  can't  make  as  strong  a  statement  as  that.bnt  1  can  say  that  so  far  as  my 
infonnation  extends  it  is  true  that  no  complaint  of  any  grievance  or  persontu 
discrimination  of  this  kind  has  been  made  in  any  of  those  countries. 

(^.  (By  Mr.LiTCHMAH.)  In  that  connection  yoa  speak  of  80 conntries controlling 
thev  railroads — by  government  control  I  take  it  yon  mean? — A.  Yea. 

Q.  Can  yon  tell  the  mileage  covered  by  that  control? — A.  I  have  not  got  it  in 
my  mind. 

Q.  Conld  yon  get  it  and  snpply  it  in  your  testimony? — A.  Yes. 

Q.  I  wish  you  would  do  so. — A.  I  will  do  that.' 

now,  I  wonid  like  to  leave  the  subject  of  discrimination,  interesting  as  it  is, 
and  pass  to  the  topic  of  rate  making  in  general. 

Q.  (By  Mr.  Kennedy.)  Before  yon  do  that  I  think  I  Wonld  like  to  ask  yon  this 
question  right  here:  Do  you  believe  if  we  had  Ghsvemmentownership  of  railroads 
in  this  country  there  would  be  any  danger  ot  sectional  discrimination  talduK  place 
on  account  of  parties— by  parties  in  control  of  the  Qovemment? — A.  I  think  that 
would  be  one  of  the  difficulties  to  be  guarded  against,  and  I  am  going  todeal  with 
that  question  under  this  next  topic. 

RATE   MAKING   IN    QENERAL. 

I  have  divided  it  in  this  way  bet^nse  I  wanted  to  consider  the  two  phases, 
the  dishonest  or  secret  pliase  of  rate  making,  and  the  open,  above-board  part 
of  the  bosinesB.    I  believe  from  my  studjes  that  the  tendency  of  private  monop- 


ir  Book  foi  1900: 


Owned 

Owned 

byOovern- 

Operated 

by  Oovern. 

""I 

6.6»l 

&S 

None. 
2,816 

7« 

^.087 

1:1 

MOa. 

2a.J05 

1 

1 

1.700 
aB.?00 

NoSf 
19,727 

None. 

jrftea. 

None. 

Boklum 

»niy 

None. 

F.  parsons: — PUBLIC   OWlfERaHTP  OP   BAILROAD6.  135 

1  the  tendency  of  public  ownerBhip  in  this  matter 

a  well  as  in  the  matteT  of  secret  rate  mating.    A  pnb- 

n  tne  long  ran  to  make  lower  ratea  than  private  monopolies 

intrv  under  the  same  conditions,  and  it  tends  to  make  a  jnst. 


mputiai  tariff,  intended  to  develop  the  country  and  not  aimed  principally  at 

"*         ■  ■'  ■      ■  ....  .  ...__S...f.     j^j^ 

iar,  onsynunetrlcal.inharmoidonB,  ill-adjusted, complex  system  to  dev^op pro&t. 


mopolv  tends  to  make  comparatiTely  high  rates 
tariff—f         "  


d-'^ven  the  open  rates  conBtitnte  an  iiresT 


ment  can  aid  profit  and  no  faruier. 


a  far  as  that  derelop- 


THB  I.ABQE  SHIPPER  V.  THE  SHALL  ONE. 

To  iUnstrate  these  propodtionE  take  first  the  matter  of  justice.  It  seems  to  me 
on jnst  t«  favor  even  hy  open  rat«B  the  very  large  shipper  as  against  the  small 
man,  not  nnjnst  on  the  economic  ground  of  cost,  jast  apon  that  gronnd;  but 
nnjnst  npon  the  higher  ground  that  we  shonld  seek  the  development  of  the  com- 
mimitf  and  tne  disosion  of  wealth,  whioh  is  one  of  the  greatest  objects  to  which 
the  Btat«sman  can  devote  himself.  If  we  are  to  favor  anj^one,  we  should  favor  the 
small  man  who  needs  the  favor,  rather  than  the  large  shipper,  who  does  not  need 
it  nearly  so  mnch  as  the  small  man.  The  tmest  policy  i»  to  equalise  opportuni- 
ties, give  the  small  man  jnst  as  good  rates  as  the  large  man,  and  no  better,  as  in 
the  postal  service.  And  that  is  the  tendency  under  public  ownership  of  raUways. 
For  example,  in  New  Zealand  490  pounds  is  carried  at  the  same  rate  as  a  ton  or  a 
carload  or  a  train  load,  and  one  bale  of  wool  goes  at  the  same  rate  as  1,000.  In 
Bnssiathe  Government  goes  even  fnrther  and  carries  100  pounds  on  the  State  roads 
at  the  same  rate  as  a  carload  or  a  train  load,  and  in  Germany  the  same  principle 
is  applied  for  the  definite  and  avowed  pnrpoee  of  giving  the  small  man  a  reason- 
able chance  and  enabling  him  to  get  a  foottiold  and  develop  his  industry. 
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THE  CITT  V,  THE  OODNTBT. 

In  the  second  place,  as  between  tile  city  and  theconntry.Ibelieve  that  our  rail- 
roads bare  been  forced  by  competition  to  pat  the  freight  rat«fl  down  to  a  very  low 
fi^nre  between  the  triKcitie6,whileth^haTe  left  the  local  rates  very  high,  so  that 
£e  country  districts  have  not  received  tfaeir  doe  share  of  the  benehta  of  railway 
devfjopment;  they  have  not  obtained  the  proportionatfi  facilitation  of  intercourse 
and  power  of  development  that  they  ought  to  have  received  thronph  these  great 
new  means  of  transportation.  The  citiee  have  been  favored  as  against  the  conn- 
try,  the  big  shippers  as  against  the  small  men,  and  sections  which  have  the  large 
citiee  and  the  main  cnrrente  of  trafBc  have  been  favored  as  against  the  sections 
that  lie  a  little  ont  of  the  central  current,  like  New  England. 

Exactly  the  opposite  plan,  or  diffusion  of  benefit  instead  of  congestion  of  it,  has 
be«n  adopted  in  all  the  systems  of  pnblic  ownership  that  I  have  studied.  They 
aim  to  reduce  the  local  rates  in  a  fair  degree  at  the  same  time  that  they  rednce 
the  rates  to  the  cities.  They  even  make  the  effort  to  make  local  rates  very  low, 
especially  low,  in  order  that  the  men  in  the  country  may  develop  the  conntry 
somewhat  on  equal  temts  with  the  men  who  live  in  the  cities.  Onr  cities  are 
bnilt  to  fi^ht  in  and  not  to  live  in.  The  honses  are  bnilt  close  together  to  save 
rent  and  time  and  tranai>ortation  cost — storesj  factories,  warehouses,  depots,  and 
docks — everything  pressed  together  in  one  giant  mass,  whereby  in  the  fight  for 
wealth  the  city  has  a  great  advantage  over  the  conntry.  It  is  this  that  makes  our 
cities  the  battle  grounds  of  indnsbial  war,  masses  onr  people  in  narrow  streets 
and  unwholesome  nonses,  and  crnsbea  the  conqneredintotne  slums.  Now,  the  rail- 
road system  in  the  hands  of  men  who  aim  at  the  public  good  wonld  seek  to  break 
np  the  slums  by  making  low  passenger  rat«s,  so  that  workmen  conld  live  in  the 
country ;  they  wonld  aim  to  make  local  rates  low,  bo  that  industries  could  live  in 
the  countrv  and  compete  with  those  in  the  cities,  instead  of  making  the  whole 
industry  of  the  country  center  in  the  cities.  One  of  the  greatest  danirers  in  this 
country  to-day  is  the  rapid  growth  and  immense  massing  of  industrial  power  in 
the  cities.  True  statesmanship,  L  believe,  would  use  the  railroad  systei-  to  coun- 
teract that  t«ndency  and  to  diffuse  benefit.  But  on  the  Boston  and  Albany  and 
on  the  New  York,  New  Haven  and  Hartford  we  find  that,  while  thron|^h  rates 
have  fallen  very  much,  the  local  rates  are  in  many  instances  almost  as  high,  and, 
in  some  case8,qnite  as  hi^h  as  they  were  in  1881.  For  example,  dr^  goods  and 
boots  and  shoes,  representing  two  of  New  England's  greatest  tnduiitries.  pay  the 
same  actual  local  rates  on  the  Boston  and  Albany  as  in  1881.  The  same  ia  true  of 
four,  glassware,  cement,  etc.  Coal,  the  greatest  necessity  of  the  mannfacturing 
business  of  the  State,  pays  the  same  carload  rate  as  in  1881,  while  for  less  than 
carload  lots  the  rate  hasoeen  increased.  Thus  in  respect  to  a  number  of  things 
that  are  of  vital  importance  to  the  industries  of  New  England  there  has  been  abso- 
iut«ly  no  reduction  of  local  rates  since  1881,  And  the  freight  statistician  of  Uie 
Agricultural  Department,  in  Bnlletin  15,  page  65,  has  shown  that  even  since  1865, 
if  you  reduce  the  rates  to  the  gold  basis,  as  is  only  fair,  there  has  been  little  or  no 
reduction  in  local  charges;  theaveragefareontheBostonand  Albany,  for  example, 
was  precisely  the  same  then  that  it  was  in  1898.  So  that  while  there  has  been  a 
great  reduction  in  the  rates  between  competitive  points,  and  a  consequent  great 
reduction  in  the  average  freight  and  passenger  charges,  the  local  rates  have  oeen 
kept  up.  On  the  Now  York,  New  Haven  and  Hartford  it  was  found  that  rates 
have  been  advanced.  Mr.  Cowles  has  InvestigBted  that  subject,  and  he  finds  that 
from  Hartford  to  New  York,  from  Boston  to  New  York,  and  from  intermediate 
points  between  those  1;wo,  the  rates  are  higher  now  than  theywere  in  1850.  (See 
A  General  Freight  and  Passenger  Post:  Putnam's  Sons.)  This  is  very  different 
from  the  policy  of  the  public  systems,  and  it  is  a  matter  of  astonishment  to  the 
railroad  student  when  ne  sees  to  bow  great  an  extent  this  difference  has  gone. 
I  will  return  to  that  in  a  moment.  Before  I  take  it  np  definitely  on  a  diagram  I 
want  to  speak  of  a  point  or  two  more. 

PUBLIC  RAILWAYS  AIDDIO  LABOB. 

In  New  Zealand  and  Germany,  which  are  amon^  the  principal  examples  of 
railroad  management  by  the  State,  there  is  a  d«Bnite  use  of  the  railroMs  not 
merely  to  develop  the  countrv  bnt  to  aid  labor.  They  make  very  low  rates  for 
Uborisg  men  in  New  Zealand;  they  carry  them  at  actual  cost  or  even  a  little 
lielow  it  in  order  that  they  may  go  where  work  may  be  bad.  In  other  words,  the 
railroadsareosedatcoetor  less  to  rediatribnte  the  unemployed,  and  to  settle  them 
on  the  land.  They  also  make  rates  to  enable  city  workmen  to  live  in  the  country 
instead  of  olast«rlng  in  crowded  tenements.    They  carry  workingmen  at  50  cents 
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ft  week  in  and  ont  of  the  big  citieB;  and  in  Qermany  worMngmen  are  carried  in 
and  ont  of  Berlin  on  the  pnblio  railway  at  17  cents  a  week,  aboat  1  cent  and  a 
half  a  trip.  The  same  tendency  is  manifest  in  Anstria-Hnngary  and  in  Belginm, 
though  I  du  not  have  the  figures  in  mind. 

Q.  (ByMr.CLUtsx.)  Have  they  the  zone  system  in  Qermany  aronnd  Berlin? — 
A.  Yes;  a  workingnian  or  anyone  else  can  live  6  or  10  miles  oat  and  bay  a  ticket 
for  a  year  at  $4.ao  to  go  in  and  ont  as  many  times  a  day  aa  be  chooses— 10  miles 
for  a  cent,  at  a  very  low  estimate,  with  a  moderately  possible  average  of  20  miles 
for  a  cent  in  and  ont  of  Berlin. 

EDUCATIONAI.  SEBTICS. 

The  public  roads  also  aim  to  develop  education.  They  make  very  cheap  excur- 
Biona  for  school  children— 4  miles  for  a  cent  they  average  in  New  Zealand,  and 
the  minister  announces  definitely  in  his  report  that  although  they  are  losing  money 
on  their  erhool  escnrsione,  and  those  for  the  factory  people  who  are  also  carried 
at  very  low  rates,  yet  the  educational  value  far  outweighs  the  cost  to  the  treasury. 
The  State  railways  of  New  Zealand  carry  the  school  children  of  the  primary  grades 
to  and  from  school  free  of  charge,  as  do  also  the  State  roads  of  New  Sontn  Wales, 
Qneenaland,  and  South  Australia.  Sach  are  some  of  the  ways  in  which  the  man- 
agements of  public  railways  manifest  their  beneficent  intent  to  Aid  labor  and 
education. 

TAVORINa  AaBICDLTCSB,  ETC. 

They  also  specially  favor  agricultnTe  and  other  rural  industries  that  form  the 
basis  of  civilization,  industries  that  under  our  eysteni  are  anything  bat  favored. 
I  think.  For  example:  There  was  a  great  snowstorm  in  New  Zealand  that  killed 
the  sheep  on  very  many  ranches  and  threatened  the  ranchmen  with  rnin,  but  the 
public  railroad  management  pnt  down  the  sheep  rates  so  that  the  fanners  and 
ranchmen  were  able  to  restock  the  sheep  runs  and  save  themselves  and  the  indns- 
try.  The  State  roads  of  New  Zealand  carry  lime  free  and  make  very  low  rates  on 
fertilizers,  as  they  do  also  in  Qermany  and  Russia,  with  the  avowed  porpoee  of 
developing  the  agricnltnral  interests  of  the  country. 

LOW  RATES. 

Turning  now  to  the  question  of  low  rates,  allow  me  to  call  attention  to  this 
table  {No.  I) ,  cont^ning  the  average  ton-mile  and  passenger-mile  rates,  which  I 
obtained  last  spring  (1900}  from  the  rex>ort8  of  the  different  conntriee,  eicept  in 
the  case  of  Great  Britain  (see  note  beneath  the  table) ,  whose  average  rates  are 
estimated.-  The  United  States,  Switzerland,  France,  and  Qreat  Britain  have  pri- 
vate roads;  Germany,  Anstria-Hungary,  and  Belginm  have  pnblic  systems. 

The  table  referred  to  follows: 

Taslc  l—Average  ton^mUe  and  pattenger-mile  rate*. 
[Oermuir,  AiiMils-Hiui<mi7,  uid  Belgtum  luTe  State  ■Tilemi;  Che  reathave  private  arstenu.] 


Bate  per   Averwe 

RaCep«r 

Haul  per 

C^ 

1 

88 

MiU». 

I 

40 
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American  engineer,  Domey,  who  glvea  Z.  ft  centi  and  2,(3  cents  aa  the  probable  C 

mile  rates  (or  (he  United  Kingdom  in  18S7,  which,  nith  doe  allowance  loislDklDS  averai, 

yearn,  a(  the  tsUo  Indicated  by  the  experleace  of  other  European  countries,  otlordi  the  Sgurea  In  the 

The  average  rate  per  ton-mile  In  the  United  States,  yon  see,  is  much  less  than 
in  any  other  conntry,  pnblic  or  private.  That  average  rato  is  often  adduced  as 
proof  positive  Hut  ttie  private  system  in  sncb  a  coim^  as  America  produces  vary 
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low  rates.  It  is  proof  that  it  produces  a  low  averse  rate;  but  nnderneath  tbat 
low  avera^  lie  several  fflcte  tftat  mnst  be  noted.  In  tlie  ftrfit  place,  the  aiierage 
haul  in  the  TTnited  States  per  ton  is  130  miles,  while  the  average  hanl  in  Belginm 
iB  40  miles.  Now  if  the  terminal  expenses  at  one  end  are  taken  at  20  cents  (which 
is  probably  abont  what  they  are  on  an  average) ,  at  the  two  ends  they  would  be 
40centa.  In  Belgium  if  we  divide  that  terminal  charge  by  40,  we  will  have  1  cent 
ft  mile  for  terminal  charts,  leaving  a  third  of  a  cent  for  the  actual  transportation 
charge  per  mile.  Dividiag  the  terminal  charges  by  180,  for  the  United  States,  we 
will  nave  about  three-tentnB  of  a  cent,  which  leaves  a  little  leaa  than  half  a  cent 
per  ton-mile  for  transportation  in  this  country,  so  that  the  actual  average  trans- 
portation charge  in  the  United  States  is  really  not  as  low  as  in  Belgium  probably, 
if  the  terminalcharges  are  allowed  for. 

On  the  other  hand,  we  are  not  to  forget  that  the  wages  in  Belgium  are  much 
lower  than  they  am  here,  leas  than  half,  and  in  Anstria-Hungary  they  are  only 
about  one-third  and  in  0«rmany  only  about  a  half  what  they  are  here.  So  that 
tame  the  scale  again  the  other  way.  Bnt,^aiQ,  the  number  of  employees  in 
Belgium  and  Germany  pertonandpermile  is  very  much  greater  than  here,  which 
tends  to  push  the  actual  cost  the  other  way.  In  respect  to  the  efficiency  of  labor, 
we  have  to  agree  that  the  argument  is  much  in  favor  of  the  United  States;  which, 
however,  proves  nothing  for  or  against  either  pubhc  or  private  ownership,  because 
the  efficiency  of  labor  in  European  countries  is  inferior  to  ours  in  private  business 
as  well  as  public.  For  example,  the  average  mason  in  (Germany  lays  fewer  bricks 
in  a  day  and  fewer  bricks  for  a  dollar  than  the  average  mason  here. 

Again,  wemust  consider  the  influence  of  grades,  capitali^ration,  cost  of  fuel  and 
iron,  density  of  bnsiaeBs,  and  many  other  elemeute,  which  together  make  up  a 
problem  too  complex  to  justify  any  definite  inference  from  average  rates.  Mr, 
Fink,  who  is  one  of  the  highest  anthoritiee  in  the  country,  in  hit<  report  of  the 
Lonisville  and  Nashville  road  for  1875,  proved  that  the  average  coat  per  ton-mile 
varied  TOO  per  cent  on  the  different  branches  of  that  system  under  the  same  man- 
agement. The  ton-mile  cost  on  one  line  was  8  times  as  much  aa  on  another  line 
of  the  same  system.  So  that  it  is  clear  that  when  all  the  factors  are  t^en  into 
account  we  can  not  draw  any  definite  conclusion  as  to  economy  or  efficiency  of 
management  from  a  comparison  of  average  freight  rates. 

Then,  again,  ander  this  general  average  freight  rate  of  ours  lies  a  very  low  tariff 
between  competitive  points,  with  compu'atively  high  rates  between  local  ^inte, 
and  nuwy  personal  and  unjust  disoriminations,  so  that  I  believe  it  is  not  inst  to 
make  any  comparison  one  way  or  the  other  on  the  basis  of  the  average  might 

I  thohght  at  first,  and  used  to  argne,  that  the  general  average  of  passenger 
rates  in  Europe  under  the  St^te  systems,  in  Qermany,  Anstria-Hungary,  and  Bel- 
gium— an  average  of  about  a  cent  a  mile,  did  prove  something,  as  compared  with 
the  very  much  higher  rates  on  all  private  roads,  3  cents'  in  the  United  States 
nearly,  and  in  Switzeriand  a  cent  and  a  half,  or  a  little  over,  and  in  France  1.3 
cents,  and  in  Great  Britain  estimated  to  be  2  cents — I  thought  it  did  prove  a  good 
dealinfavorof  the  State  systems;  but  as  I  look  more  deeply  into  it  Ibelieve  tliat  , 
we  can  not  make  any  definite  judgment  from  the  average  rates  alone,  because  so 
many  elements  enter  into  them,  elements  which  differ  so  greatly  in  different 
conntries. 

I  do  beUeve,  however,  that  some  conclusions  may  be  reached  by  a  thorou^ 
examination  of  the  details,  and  that  it  is  easy  to  draw  a  solid  conclusion  when 
we  find  a  definite  purpose  back  of  the  averages  in  these  public  systems  to  facili- 
tate freight  and  passenger  traffic  by  the  reduction  of  rates;  and  I  also  believe  itia 
fair  to  compare  railways  nnderpnblio  management  with  the  same  railways  under 
private  management.  For  example,  when  the  roads  were  made  public  in  G«r- 
many.  rates  were  reduced  very  greatly.  The  same  thing  was  true  when  the  roads 
were  made  public  in  Austria-Hungary,  or  soon  after  the  system  was  arranged 
under  public  control.  They  made  a  tremendous  reduction  of  40  to  80  per  cent  in 
the  passenger  rates.  In  New  Zealand  also  they  are  continually  reducing  just  as 
fast  as  they  can.  Whereas  our  roads  reduce  when  they  are  forced  to  by  competi- 
tion, or  when  they  are  driven  to  it  or  persuaded  to  it  by  their  tendency  to  make 
special  rates  to  favored  shippers.  Where  these  forces  do  not  operate,  as  in  ordi- 
nary local  rates,  we  find  the  rates  kept  up  as  high  as  they  were  20  years  ago,  and 
in  some  cases  40  years  or  even  OU  years  ago,  and  sometimes  we  even  find  an  increase 
in  the  local  rates. 

So  we  are  not  without  means  of  information  in  respect  to  the  tendency  of  the  two 
systems  as  to  rates,  although  I  do  not  feel  that  we  are  able  to  draw  reliable  infer- 
ences from  the  broad  avenwee.  But  if  we  could,  if  it  were  a  valid  argument  to 
say  that  the  low  average  fre^ht  rate  in  the  United  States  under  private  owner- 
ship proves  the  case  as  against  the  higher  average  freight  rate  nnaer  the  public 
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^fltems.  then  why  is  it  Dot  fair  to  say  that  the  high  rates  in  Qreat  Britain  and 
Switzerland  and  France  nnder  private  ownership  in  their  tnm  prove  the  case  for 
public  ownernhip?  The  armament  works  both  ways  on  its  face;  bnt  I  believe 
when  we  get  down  to  an  analysis  of  the  facta  it  does  not  work  either  way  merely 
on  the  bread  averaitps.  Yon  must  get  down  t«  the  details,  or  look  at  the  intent 
and  policy  of  the  twosysteniB,  or  compare  them  nnder  similar  conditions. 

Q.  {By  Mr,  Farquhak.)  Before  you  go  fnrther,  let  ne  have  yonr  argrunHit  on 
the  average  freight  haul  per  ton  and  the  avera^  passenger  mn,  in  the  United 
States,  for  eiample,  as  compared  with  Great  Britain.  [Referring  to  Table  I.J 
Do  nut  talk  in  averages, — A.  Great  Britain  has  also  private  ownership,  with  rates 
mach  higher  than  in  the  United  States. 

Q,  Take  Germany,  or  any  one  that  yon  want  to.-— A.  If  you  divide  the  2  celits 
by  S6,and  the  1.1  by  20,  yon  will  gstabontShereandS.Shere  [pointing  to  Table  IJ 

<^.  (By  Mr.CLABKE.)  That  is,  yon  get  about  8  in  tlie  United  States  and  abont 
S.-l  in  Germany? — A.  Yes;  and  here  [pointing  to  Anatria-Himgary]  yon  get  4  and 
a  fraction. 

ij.  (By  Hr.  LiTCHHAN.)  Does  not  my  question  come  in  very  pertinent  there^ 
the  contrast  between  the  mileage  as  between  1  conntry  and  another — the  large 
number  of  nnproductive  miles  over  which  a  passenger  baa  to  be  hanled  in  tne 
United  States  as  compared  with  the  compactness  of  territory  in  Germany? — A. 
Exactly;  that  is  one  feature  of  the  mileage  rate.  Wben  yon  oompare  the  haul 
and  the  rate,  the  result  is  still  in  favor  of  the  public  systems  on  the  passenger 
qnestion. 

Q.  (By  Mr.  Farquhar.  )  In  your  analysis  of  that  table  is  it  not  a  fact  that  the 
whole  cost  of  the  road  is  the  one  yon  mnst  consider,  without  eliminating  th« 
cost  of  the  terminals? — A,  The  cost  of  the  terminals  is  not  eliminated  in  the  table; 
the  average  rates  per  ton-mile  and  passenger-mile  include  the  terminal  charges 
and  all  otner  eipenses  of  the  railways.  It  is  certainly  true  that  in  a  good  and 
valid  argnment  von  must  take  into  account  not  merely  the  terminals,  but  the 
haul  and  thegraaes  and  the  cost  of  construction,  etc.,  and  the  number  of  laborers 
and  the  requirements  as  to  safety  and  every  element  of  the  railroad  system. 
Now,  I  simply  say  that  that  makes  snch  a  complex  problem  that  no  man  on  top 
of  the  earth  can  cipher  oat  from  the  averages  that  rates  are  higher  in  one 
conntry  than  another. 

Q.  (By  Mr.  LiTCHUAir.)  Have  yon  gone  into  the  question  of  the  difFerence  in 
labor? — A.  I  have  to  some  extent — I  have  said  that  wagee  in  Germany,  for  exam- 
ple, are  about  ore-half  of  ours. 

<J.  (By  Mr.  Fakijohar.)  They  have  more  servants  in   Europe?— A.  Yes;  cer- 

Q.  Did  you  ever  figure  out  the  grade  matter,  to  know  what  effect  the  difFerence 
of  grade  has  on  rates?— A.  In  Germany  and  here? 

Q.  Anywhere.  In  Germany — do  you  take  out  the  grades  there? — A.  I  have 
made  estimates  of  the  effect  of  grades  in  my  engineering  days.  I  am  familiar 
with  Wellington's  Economic  Theory  of  Railway  Location,  which  I  suppose  is  still 
the  best  book  on  railway  economics,  and  that  only  confirms  me  in  the  opinion 
that  the  whole  problem  is  too  complex  to  draw  from  rat«  averages  any  definite 
and  reliable  inferences  as  to  the  nature  or  efBcienc^  of  the  management.  That 
is  only  one  of  many  factors  affecting  the  rates,  and  in  any  case  of  difilering  aver- 
ages we  can  not  tell  bow  much  of  the  difference  is  due  to  different  methods  of 
control  except  by  calculating  and  subtracting  the  effects  due  to  all  the  other 
causes  in  the  case.  That  is  a  very  difficult  and  practically  hopeless  problem 
except  where  the  comparison  lies  between  a  road  under  private  ownership  and 
the  same  road  subsequently  under  public  control,  or  where  two  roads  are  sub- 
stantially alike  except  in  the  matter  of  the  management,  if  it  were  possible  to 
find  such  a  case. 

Q.  (By  Mr.  Glaskg.)  Did  not  Mr.  Fink's  report  shed  light  on  that  subject  of 
grades? — A.  Yes;  differences  of  grade  and  differences  in  the  density  of  trafQc 


—700  per  cent  more  in 
some  cases  than  in  others.  In  view  of  that  fact,  wnat  use  is  it  to  try  to  draw 
inferences  from  the  average  rate?  I  think  none.  I  simplv  introduce  this  table 
to  bring  out  the  facts,  call  attention  to  the  unreliability  of  the  usual  inferences 
from  them,  and  show  that  I  do  not,  for  one,  attempt  to  draw  any  conclusions  at 
aU  from  a  comparison  of  average  rates. 

Q.  (By  Mr.  A.  L.  Harris.)  Before  we  pass  from  Table  I,  I  wonid  like  to  ask 
one  qneation.  What  is  the  difference  in  the  quality  of  the  service  between  the 
United  States,  with  private  ownership,  and  Germany,  Austria-Hungary,  and  fiel- 
gium,  with  public  ownership?— A.  The  8er\-ice  here  ia  better.  The  service  in 
Great  Britain,  however,  is  inferior  in  many  respects  to  what  It  is  ia  Uemuray  or 
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Belnoin;  at  least  their  own  writers  say  eo.  The  roUwayjonmalB  in  England 
are  fnll  of  complaints,  and  have  been  for  several  years.  The  fact  is,  however, 
that  that  difference  is  not  probablj^  due  to  the  diflerenoe  in  management  of  Uie 


tern  of  Olasgow  is  public,  and  it  has  been  one  of  the  moat  progres 

the  best  administered  of  all  the  tramway  systems  in  Qreat  Britain.  Yet  it  is  for 
inferior  to  oar  private  systems;  bnt  the  private  systems  in  Engird  are  still  more 
inferior  to  oars.  When  we  eliminate  the  effect  of  nationality  by  comparing  sys- 
tems of  transportation  in  the  eam«  country,  the  pnblio  systems  prove  to  be  the 
best. 

Q.  What  is  the  service  in  New  Zealand?— A.  In  New  Zealand  the  service  is  not 
as  good  on  the  whole  as  it  is  either  in  the  United  States  or  Qermany,  wnich  is 
attribnted  by  Mr.  R9eves,  Mr.  Lnsk,  Mr.  Henry  D.  Lloyd,  and  other  anthoritieB 
to  the  newness  of  the  country.  The  service  is  being  rapidly  improved,  and  Mr. 
Lloyd  says  we  have  nothing  in  this  coontry  eqnal  to  the  ' '  burd-cage ''  car  of  New 
Zealand. 

Q.  (By  Mr.  Litohicax.)  Have  yon  any  means  of  giving  ns  information  on  the 
longest  passenger  hanl  in  Europe? — A.  I  have  not  i£o  flgores  in  mind. 

q!  As  comp(u«d  with  the  hau,  for  instance,  between  New  York  and  Chicago?— 

Q.  Ih  not  that  a  factor  in  the  cost?— A.  Yes;  they  are  all  factors  in  the  cost; 
eveiy  difference  is  a  factor  in  the  cost.  Now,  wh^  is  the  brain  tiiat  can  snm 
np  tul  these  differences  and  reach  an  accurate  resolt — tell  ns  what  ie  dae  to  the 
difference  in  civilization  level  in  two  conntriesand  to  grades,  fuel,  length  of  haul, 
wages,  efficiency  of  labor,  capitalization,  density  of  bnaitiees,  and  all  the  economic 
elements  of  railway  cooHtmction  and  operation,  and  what  is  dne  to  the  difference 
between  public  ownership  and  private  ownership?  My  point  is  simply  this:  That 
the  only  fair  comparison  of  ayerage  rate  levds  is  between  private  ownershio  and 
public  ownership  m  the  same  countries,  and  not  between  pnolic  ownership  and  pri- 
vate ownership  in  different  countries: — so  far  as  the  average  rates  are  concerned  the 
fair  inference  seema  to  me  to  be  this:  That  we  can  see  the  tendency  and  direction 
of  motion  produced  b^  public  ownership  in  various  countries  and  in  tl""s  country, 
and  then  we  have  a  nsut  to  arKue  that  the  movement  will  be  in  the  same  direc- 
tion and  of  the  same  kind  under  the  laws  of  homan  nature,  of  psychology,  and 
social  movement,  that  the  same  sort  of  change  will  produce  a  movement  of  the 
same  nature  in  the  same  direction,  although,  perhaps,  of  different  dwree;  that  U 
pubhc  ownership  in  Qla^ow  lowers  the  rates,  as  compared  with  private  owner- 
ship  in  Qlasgow,  and  raises  wages  and  serves  the  public  better,  and  puts  the 

£ro&ts  in  the  city  treasury  instead  of  in  the  pockets  of  a  few  manaAers  and  stock- 
olders,  then,  i^though  we  start  here  at  a  point  further  up  the  hill  and  the  rates 
will  not  go  as  low  as  in  Glasgow,  nevertheless  they  will  be  lower  than  they  are 
now,  and  wages  will  be  higher  than  they  are  now,  and  pubhc  ownership  will 
produce  a  better  service  of  public  interests  than  private  ownership  does  here,  and 
the  profits  willKO  to  the  puolic  treasury. 

Q.  (By  Mt.  Farqithab.)  Are  the  rates  lower  in  Olasgow  than  they  are  in  Phila- 
delphia or  New  Vork? — A.  Yes;  the  average  rate  is  under  3  cents. 

Q.  What  is  the  rate  per  mile? — A.  I  have  not  been  able  to  get  the  average  rate 
permile,  either  there  or  here. 

Q.  Are  not  the  rates  in  Qlasgow  for  the  distance  run? — A.  Yes;  they  have  such 
rates. 

Q.  Have  you  evec  fignred  it  up  to  see  if  that  figured  up  more  than  the  cost 
here? — A.  As  I  said,  I  nave  been  unable  to  get  the  average  mile  rates  on  either 
side  of  the  water.  The  density  of  trafilc  is  greater  there.  They  have  13  passen- 
gers per  car  mile  in  Glasgow;  in  Boston,  7  per  car  mile;  in  New  York,  on  Broad- 
way, 12  per  car  mile,  and  in  Chicago  G  or  6,  and  tberailwayacarry  the  passengers 
farther  in  Boston  and  Chicago,  as  a  rule,  than  they  do  in  Glasgow  for  a  single 
fore.  There  is  nodoubt  about  that,  but  how  much  farther  I  do  not  know.  Fares 
are  nearly  threefold  here,  but  wages  are  almost  double.  I  do  not  think  onr  sys- 
tems comd  carry  for  the  Glasgow  fare;  perhaps  in  the  future  they  may,  when 
the  cities  take  the  street  railways  and  oay  off  the  capitalization,  but  thejrcan  not 
do  it  now.  Whatever  may  be  the  tmtli  abont  our  rates  as  compared  with  Glas- 
gow's, 1  think  it  is  fair  to  conclude  that  the  same  Artnd  of  effect  would  be  produced 
by  a  change  to  public  ownership  here  that  was  produced  by  a  change  to  public 
ownership  there. 

Q.  (By  Mr.  A.  L.  Harris.)  Taking  into  consideration  the  superior  service  in 
this  country,  what  have  you  to  say  in  regard  to  the  relative  rates  for  tranaporta- 
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tion?— A.  I  simply  say  that  it  is  one  more  factor  in  the  complex  mass  of  factors 
which  it  Ih  perfectly  impcesible  to  cipher  out.  If  yon  wantto  find  out  about  that, 
get  Mr.  Fink'a  atatanieiit  of  the  varionB  items  of  coat  on  the  varioiis  divisions,  the 
average  of  the  variotiB  diviBions  of  his  Looisville  system  in  his  1875  report,  and  it 
will  convince  yon  beyondadonbt,  I  believe,  that  no  man  on  the  face  of  the  earth 
can  flenre  the  thing  out  from  a  comparison  of  rates;  it  is  too  complex. 

Q.  Then  we  are  somewhat  in  the  dark,  as  I  nnderatand,  and  will  be  probably  as 
to  uie  fa«tter  of  the  two  systema? — A.  I  think  not.  As  I  said  at  the  beginning,  I 
think  that  financial  matters,  as  a  whole,  are  infinitely  snbordinate  to  the  hnman 
elements.  Intelligence.virtne.jnstice, good  government,  diffusion  of  wealth,  and 
civHization  mnst  take  precedence  of  profit;  and  if  the  aim  of  a  system  under  pnb- 
bc  ownership  ia  to  develop  the  country,  to  develop  education  and  aid  labor,  and 
make  just  and  impartial  rates  instead  of  unjust  and  partial  rates,  and  in  every 
way  forward  all  public  interests  and  the  higher  wealth,  while  private  monopoly 
aime  primarily  at  profit,  anbordinating  these  higher  interests,  and  even  opposing 
good  government  and  the  poblio  welfare,  the  question  at  once 

Q.  (Interrupting.)  I  was  asking  my  questions  from  a  business  standpoint. — A. 
Yee:  but  I  can  not  admit  that  the  business  standpoint  has  any  busineaB  to  take 
rank  with  the  other  standpoint.  It  is  important  in  its  place,  and  I  think  we  can 
reach  some  clear  resnlta  even  from  the  business  standpoint,  bnt  even  if  we  could  not 
do  this,  there  would  atill  be  considerationH  of  vaatly  greater  moment  than  any 
question  of  money.  While  we  may  not  be  able  to  solve  the  problem  from  the 
businees  standpoint  as  between  two  different  countries,  we  can  solve  it  by  atnd^- 
ing  casea  where  both  systema  have  been  tried  in  the  same  country.  In  Austria 
and  Germany  and  New  Zealand  they  tried  both  systems.  Germany  trie<l  private 
railways  for  25  years  and  Austria  tried  it  over  a  quarter  of  a  century,  and  they 
have  trie4  the  two  methods  side  by  side  ever  since  the  pnblic  system  was  organ- 
ized. In  New  Zealand  alsoaod  Aiuitrftlia  the  two  systems  have  been  triedside  bv 
side.  And  inevery  one  of  these  countries  where  they  have  thoroughly  tried  botn 
systems  the  conclusion  by  an  overwhelming  concensus  of  opinion  ia  that  public 
railways  serve  the  public  interests  best,  and  also  make  lower  rates  and  serve  the 
people  at  less  total  cost.  Switzerland,  after  a  careful  study  of  both  systems  in 
variotu  parts  of  the  world,  has  come  to  the  same  conclusion ,  and  her  people  have 
voted  3  to  1  to  transfer  the  railways  to  pnblic  ownership  and  operation.  AH  this 
ia  very  strong  evidence,  and  if  we  turn  from  the  tanglM  web  of  an  international 
comparison  of  averages  and  look  at  the  prineiplet  and  causes  at  work  in  the  case 
it  wQI  be  clear  that  public  ownenibip  tends  to  lower  rates  as  well  as  to  conserve 
the  higher  wealth. 

If  you  will  examine  Diagram  II  a  little,  I  think  it  will  make  the  matter  much 
clearer  than  is  poedblo  by  any  effort  to  deal  with  the  average  rates  and  the  infinito 
mass  of  detail  behind  them. 

In  figure  1  (p.  142) ,  L  O  ia  the  rate  line  with  xero  rates  at  the  bottom  and  at  the 
top  rates  so  lofty  as  to  be  prohibitioe;  T  T  T  is  the  traffic  curve  expanding  rapidly 
as  the  rates  are  lowered;  EEEis  the  e^rperiseciirtie.  beginning  with  theminimum 
of  fixed  charges  and  operating  coat  which  must  be  incurred  even  with  the^smatlest 
traffic,  and  expanding  with  the  trafllc,  though  not  in  the  same  ratio.  A  considerable 
traffic  can  be  handled  at  a  slight  advance  upon  the  minimum  cost  (the  fixed 
charges  being  nearly  the  same  with  80  pasaengera  per  car  as  with  1,  while  the 
operating  cost  is  only  slightly  increased),  and  for  the  later  ranges  of  the  tn^c 
curve  the  expense  account  expands  at  so  much  less  a  rate  than  the  trafSc  that 
an  enlargement  of  100  i>er  cent  in  the  traffic  frequently  increases  expenses  only  30 
to  50  per  cent,  and  sometimes  scarcely  at  all.  aa  when  Snngary  adopted  the  zone 
BVBtem  in  188».  E  R  R  is  the  curve  of  receipts,  which  is  a  function  of  the  rate  and 
tne  traffic,  and  can  be  easilv  platted  from  them;  yRN,  the  part  of  the  curve  of 
receipts  that  extends  beyond  tne  expense  line,  represents  profits.  This  profit  line 
is  platted  again  at  P  P  z  M  on  the  rate  line  as  a  base.  H  I  is  the  rate  level  that 
yiilda  the  greaieal  profit,  oiiA  liN  iMthe  rate  level  that  yields  the  gi-eatest  tragic  uHtk- 
outincurringa  deficit.  It  lathe  level  at  which  the  line  of  receipts  crosses  the  expense 
line,so  that  there  ia  neither  profit  nor  deficit,  bnt  service  at  cost.  M  N,  the  line  of 
greateat  traffic  without  deficit,  ia  always  a  considerable  distance  below  HI,  the 
une  of  greatest  profit.  As  you  go  down  the  rate  line  from  H  the  traffic  increases 
and  the  profit  ^minlshes.  nntilyou  come  to  a  point  where  the  rates  are  so  low 
that  profit  vanishes,  and  there  you  have  the  rate  level  of  greatest  traffic  without 
deficit. 

Now,  privatemonopoly  aiming  at ^)rofil  (ends  (oesioiiisJi  rates  at  the  level  HI, 
tAemte  (evel  for  prqfit,  while  puUtc  oumership  aiming  at  service  fends  to  bring 
rates  tfotm  to  the  level  M  N,  the  rate  level  for  service. 

In  Bg.  S  (p.l48),toemp}iarize  the  esBential  facts,  the  traffic  curve  is  drawn  on  a 
narrower  lateral  scale,  and  the  profit  curve,  on  an  expanded  lateral  scale,  is  platted 
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npon  Uie  traffic  curve  «a  a  base.  Theproflt  carre  orosseB  behind  the  traffic  cnrvs 
at  N,  tii6  line  H  N  representiag  the  lareeBt  traffic  that  can  be  secured  by  lowering 
ratcfl  and  yet  eac&pe  a  deficit;  while  H  I,  as  before,  is  the  line  of  larKeat  profit, 
with  higher  rates  but  nracfa  smaller  traffic ,  H  x,  than  is  the  case  on  the  level  M  N. 

PriTBie  monopoly  niming  at  profit  tends  to  pat  rates  at  H  with  the  traffic  Hx 
and  the  profit  xl,  while  public  ownership  aiming  at  serrice  tends  to  pat  rates  sev- 
eral fligbta  of  stairs  lower  down,  at  M,  with  the  very  much  larger  traffic  M  N  and 
no  profit.  I  say  "  t«nds,"  becaose  actoal  rates  may  not  be  on  the  lines  E  I  and 
MN — public  ownership  may  place  the  rat«s  above  MN  (though  rarely  or  never  as 
highasHI)  or  below  MN,  evendown  to  the  zero  level,  and  privateownerahip  may, 
throngh  miscalculation,  put  rates  above  H I  or  below  it  (though  rarely  or  never  so 
low  as  M  N).  The  siRuificant  fact  is  tbatprivate  rates  gravitate  to  the  high  level  H I 
with  large  profit  anu  comparitively  small  service,  wMle  public  rates  gravitate  to 
the  low  levaH  N,  with  large  service  and  no  profit,  and  in  later  stages  of  develop- 
ment may  seek  a  lower  level  still  and  even  cultivate  the  zero  line. 

The  curves  in  these  figures  would  vary,  of  course,  with  the  location  and  char- 
acter of  the  businesB.  Under  some  circumstances  a  50  per  cent  redaction  of  rates 
would  double  traffic  and  increase  enranses  80  per  cent  perhaps,  while  in  another 
case  a  50  per  cent  reduction  would  increase  the  business  20  per  cent  and  the 
expenses  10  per  cent  or  15  per  cent.  In  some  cases  the  traffic  curve  becomes  con- 
cave toward  the  left  as  it  nears  the  zero  level,  while  in  other  cases  it  might  be  con- 
cave toward  the  northeast  and  strike  the  zero  level  at  a  great  distance  to  the  right. 
But  through  all  the  various  phases  of  these  curves 'the  essential  facte  remain  the 
same,  viz:  (1)  The  rate  level  that  yields  the  greatest  profit  carries  a  relatively 
small  traffic  and  lies  above  the  rate  level  that  yields  the  largest  traffic  attainable 
by  lowering  rates  without  incurring  a  deficit,  and  (3)  private  ownership  seeks  the 
high-rateleoel  with  masoimum  profit,  while  public Mimerskip  seeks  the  low-rate  level 
'mth  TfioarimMm  service  at  cost. 

The  great  point  is  that  the  private  system  looks  at  this  profit  line  while  the  public 
system  looks  at  the  traffic  line.  Private  manaaers  regulate  this  business  simply  in 
reference  to  the  profit  line,  trying  to  establish  rates  at  the  level  which  will  pro- 
duce the  greatest  profit  reKardless  of  whether  it  produces  the  greatest  movement 
in  the  country  or  not,  or  the  greatest  development  of  industry;  whereas  the  ten- 
dency of  the  public  system  is  to  look  to  the  greatest  development  of  traffic  so  long 
as  it  remains  within  reasonable  cost,  and  not  always  that.  We  make  our  public 
highways — not  our  iron  highways,  but  our  stone  MghwavB  and  common  roads — 
aMoIntely  free  for  the  development  of  commerce  and  civilization. 

Q.  [By  Ur.  Ci-ARKB.)  Is  that  diagram  based  on  actual  qsperience,  or  is  it  mere 
theory? — A.  It  is  based  on  the  results  of  experience,  the  laws  of  movement  indi- 
cated by  actual  cases.  For  the  extremes — tap  and  bottom — we  have,  of  conrse, 
only  general  indications  from  what  scientists  call  "adjacent  cases"  and  from  the 
reealcB  of  selling  water  below  cost  and  of  making  roads,  parks,  and  schools  free, 
and  carrying  school  children  and  some  fertilizers  free  in  New  Zealand  and  Aus- 
tralia. But  the  middle  sections  are  carefully  platted  according  to  principles  estab- 
lished by  the  experienced  results  of  lowering  rates  on  railroad  and  street  railway 
systems.  Telegraph  and  telephone  experience,  and  actual  reductions  in  rates  for 
water,  gas,  and  other  similar  services,  illustrate  the  same  general  truths  that 
bnsiness  increases  rapidly  with  lower  rates,  while  expenses,  as  a  mle,  increase  in 
smaller  ratio,  and  that  the  rate  level  yielding  the  greatest  profit,  is  above  the  rate 
level  yielding  the  zreatest  traffic  without  deficit — this  is  the  universal  and  essen- 
tial truth  on  which  I  base  the  proposition  that  public  ownership  aiming  at  service 
tends  to  make  lower  rat«a  than  private  ownership  aiming  at  profit.  However 
much  the  shape  of  the  curves  noay  vary  in  dififerent  systems  of  railroad,  street 
railway,  telegrapn,  or  telephone,  their  relations  will  always  be  such  as  to  harmo- 
nize witjk  ana  Ulostrate  the  fact  that  the  line  of  greatest  profit  is  at  a  higher  rate 
level  than  the  hue  of  greatest  trafflx:  at  cost.  So  that  this  diagram  is  not  only 
accurate  but  universal  in  respect  to  the  truth  for  the  illustrarion  of  which  it  is 
adduced. 

Q.  Kow,  at  some  stage  I  wonld  like  to  have  yon  answer  the  question,  and  now, 
if  this  is  the  time  when  you  wish  to  do  it,  whether  or  not  there  is  not.  in  your 
opinion,  sound  economics  in  the  principle  that  every  tub  should  stand  on  its  own 
bottom — that  is,  that  every  system  should  produce  a  good  financial  result,  even  a 
little  profit,  rather  than  a  deficit? — A.  Ifo;  I  do  not  think  it  is  a  sound  economic 
prbiciple,  not  as  a  universal  principle,  for  this  reason:  morals,  intelligence,  and 
civilization  are  just  as  vitally  related  to  economics  as  dollars  and  cents,  and  the 
development  of  education  is  just  as  much  a  part  of  the  business  d  an  economic 

Sstem,  of  a  railway  system,  or  any  other  inaustry,  as  the  making  of  profit— in 
ort,  the  servmg  of  the  public  good  is  the  only  a^issible  purpose  of  all  public 
utilities;  and  if  the  public  good  requires  that  tb«  roads  of  tne  country  should  be 
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free,  I  think  there  can  be  no  Bound  economios  in  reqoiring  them  to  paj  cost  or 
make  a  profit;  or  it,  consideriiig  all  interests  of  the  mgher  wealth  as  well  as  the 
lower,  the  public  good  requires  that  the  pnblic  schools  should  be  bee.  then  any 
[ninciple  that  requires  them  to  make  a  profit  con  not  be  aotind  economics.  It  is 
right  tnat  the  elevator  in  the  building  should  be  mn  free  and  the  charge  put  Dpon 
the  partj  who  rents  the  bnilding,  because  of  the  simplicity  of  the  thing.  Ana  if 
it  should  tnm  ant  with  the  railways  ae  it  has  with  uiese  other  things,  that  it  iH 
best  to  make  them  free,  there  is  no  economic  principle  to  prevent  it  so  far  as  I 
know.  There  may  be  a  prima  facie  presumption  that  each  service  should  be  self- 
sapporting  till  good  reason  appears  to  the  contrary,  bat  when  snch  reason  does 
appear,  sonnd  economics  reqairee  that  it  ahonld  be  needed.  Sonnd  economics  will 
do  whatever  is  best  for  the  community,  and  if  it  promotes  the  public  welfare  to 
carry  mail .  or  school  children,  or  fertilizers  below  coet,  and  make  Qse  of  onr  streets, 
roads,  hospitals,  and  fire  departments  free,  then  sonnd  economics  will  do  it.  In 
most  countries,  as  far  as  the  mass  of  the  business  is  concerned,  the  pnblic  railways 
aremanjwed  so  as  to  make  a  little  profit,  bat  there  is  no  sound  economic  principle 
that  would  require  them  tocontinueonthat  basis  after  it  became  clear  that  pnblic 
interests  would  be  better  served  by  mnning  them  below  cost  to  secnre  the  educa- 
tion, intelligence,  character,  harmony,  devfiopment  of  industry,  etc.,  accompany- 
ing the  increase  of  traffic  that  results  from  lower  rates. 

Q.  Now,  suppose  the  nontaxpayere  are  in  control  of  the  Qovemiuent  and  seek 
to  have  the  railways  and  theic  public  conveniences  run  at  cost,  or  less  than  cost, 
for  their  convenience  and  make  np  the  deficit  by  taxing  the  people  on  their  p">J>- 
erty.  Does  that  seem  to  you  to  be  an  improbable  result  of  that  system?— A.  ia 
the  light  of  the  past  I  should  say  that  it  was  a  very  improbable  result  with  the 
railroads,  so  far  as  the  near  future  is  concerned,  bnt  I  should  not  say  that  it  was 
improbable  in  the  far  future.  Let  me  give  you  a  little  summary  by  Profeesor 
Seugntao,  of  Columbia  University,  which  throws  mnch  light  on  tfais  matter. 

THZ  FIVE  STAGES  OT  DEVELOPMENT. 

"  In  all  the  media  of  transportation  and  communication  there  seems  to  be  a 
definite  law  of  evolntion.  Everywhere  at  first  they  are  in  private  hands  and  used 
for  purposes  of  extortion  or  of  profit,  like  the  highways  in  medieval  Europe  or 
the  early  bridges  and  canals.  In  the  second  stage  they  are  'affected  with  a  pnblic 
interest,'  and  are  turned  over  to  trustees,  who  are  permitted  to  charge  fixed  tolls, 
but  are  reqaired  to  keep  the  service  up  to  a  certain  standard.  This  was  the  era  of 
the  canal  and  turnpike  trusts  or  companies.  In  the  third  stage  the  government 
takes  over  the  service,  but  manages  it  for  profits,  as  is  still  the  case  to-aay  in  some 
countries  with  the  post  and  the  railway  system.  In  the  fourth  stage  the  gov- 
ernment charges  tollB  or  fees  oulv  to  cover  expenses,  as  until  recently  in  the  case 
of  canals  and  bridges,  and  as  is  tne  theory  of  the  postal  system  and  of  the  munic- 
ipal water  supply  with  ua  at  the  present  time.  In  the  fifth  stage  the  govern- 
ment reduces  charges  until  finally  there  is  no  charge  at  all  and  the  expenses  are 
defrayed  by  a  general  tax  on  the  community.  This  is  the  sta^e  now  reached  in 
the  common  roads  and  most  of  the  canals  and  bridges,  and  which  has  been  pro- 
posed by  officials  of  several  American  cities  for  other  services,  like  the  water 
supply." 

The  extent  to  which  public  ownership  and  cooperative  effort  have  replaced 
individual  and  private  action  in  any  community  is  one  of  the  surest  testa  of  the 
degree  of  its  civilization.  And  the  final  stage  in  the  case  of  a  great  universal  util- 
ity, such  as  transportation,  is  free  service,  but  in  the  nature  of  things  this  final 
stage  is  not  likely  to  come  or  be  closely  approached  very  soon,  and  even  if  voters. 
should  call  for  such  a  system  before  the  better  wealth  diffusion  of  the  future  has 
made  them  all  taxpayers,  still  the  change  would  not  be  nearly  so  unjust  as  it 
may  seem  at  first  sigfit,  because  the  property  of  the  large  taxpayers  has  been 
chiefly  produced  by  nontaxpayers  ana  taken  from  them  by  an  uniuat  system  of 
wealth  distribution,  wherefore  the  railroad  tax  would  in  very  large  part  be 
merely  one  step  toward  a  fairer  adjustment  of  wealth  and  burdens,  like  a  pro- 
gressive income  or  inheritance  tax. 

To  aime  lnu-k  to  Diayram.  II:  We  have  seen  that  in  the  same  country  and  under 
similar  conditions  otherwise  than  in  respect  to  ownershipand  control  pnblic  own- 
ership tends  to  make  lower  rates  than  private  ownership.  The  line  of  greatest 
profit  i*  on  a  mveh  higher  rate  level  than  the  line  of  greatest  service,  ajul  since  f>ri- 
vate  monopoly  aims  at  pro/It  it  geeks  the  higher  rate  level.  Public  cnrmerakip  aima 
at  Iter  rice,  not  at  profit,  and  therefore  gramtate»  to  the  loteer  rate  level,  wkere  traf- 
fic and  service  are  greatest. 

I  regard  this  as  a  practical  demonstration  of  the  g 
dency  of  public  ownership  to  lower  rates. 
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HXUSTBATIOKS  OF  THE  TEMDESOT  Of  PUBLia  OWNKBSHIP  TO  LOWXR  BATX8. 

A  few  illnirtrationB  of  the  -vigorooe  manner  in  which  tliis  law  works  out  in  prac- 
tice may  be  of  adv&ntage  here. 

The  Hungarian  Government  at  a  single  ataike  in  188B  rednced  State  railway 
fares  40  to  dO  per  cent.  AnBtria  and  Prassia  have  also  made  great  reductions  in 
railway  charges.  Belgiom  started  in  the  thirties  with  the  reiy  low  rate  of  fonr- 
fifths  of  a  cent  on  her  pnblic  railwajrs.  In  New  Zealand  and  AnstraUa  also  the 
government  mana^menta  have  ad(^)ted  the  settled  policy  of  redncing  railroad 
rates  as  fast  as  possible.  Forezample.intheNewZealandreportforieOvMr.  Cad- 
man,  the  minister  of  railways,  annonnoed  rednctioiM  of  SO  per  cent  on  farm  prod- 
ucts and  40  per  cent  on  butter  and  cheese,  conceasions  amounting  to  one-seventh 
of  the  railway  receipts  and  eqnivalent  to  a  reduction  of  $150,000,000  in  the  United 
States.  Following  this,  Mr.  Ward,  the  new  minister,  annonnced  a  general  low- 
ering of  passenger  fares.  In  the  United  States,  on  tAe  other  band,  by  reclassifl- 
cation,  etc.,  rates  on  many  products  have  recently  been  lifted  instead  of  lowered. 

When  England  made  the  telegraph  pnbUo  in  1870, rates  were  lowered  SO  to  00 
per  cent  at  once,  and  still  further  i«dacti<ma  were  afterwards  made. 

When  France  took  over  the  t^^hone  in  188B,  rates  were  reduced  frcon  $116  to 
$78  per  year  in  Paris,  and  from  $78  to  $80  elsewhere,  except  in  Lyons,  where  the 
charge  was  made  $58.50. 

Private  turnpikes,  bridges,  and  oanals  levy  sufficient  tolls  to  set  what  profit 
may  be  possible;  but  when  these  same  highways,  bridges,  and  canus  become  pub- 
lic the  tolls  are  often  abolished  entirel^r,  rendering  sach  facilities  of  transiwrta- 
tion  free,  and  when  charges  are  made  they  are  lower  thim  the  rates  of  private 
monopolies  under  similar  conditions,  and  generally  reach  the  vanishing  point  as 
soon  as  the  capital  is  paid  off  or  before.  The  difference  between  pnblic  and  pri- 
vate management  of  snch  undertaMugs  is  strikingly  illustrated  in  the  foUoinng 
comparison  of  the  Brooklyn  and  St.  Xiouis  bridges: 

Tbe  Biooklfu  Bildga  !i  owned  bv  the  ciUtm  of  He* 
^Talelj  ovned.   Ths  oontcHt  In  the  muutcemant  ol 

.ooklm  Bild«e  (o(Mt,tl&,0«),000); 
OiiI,i<ndaScenta(z£u«Bltir9centa).  tlroQ 

g  beyond  the 


On  ateun  can.  SS  to  75  ceota  per  panengei. 
Street-car  fare  10  cenla.  &  cents  (oi  bridge- 
Foot  puunien b  ceala. 

Vehlclw, wilh  1  hone SScenti. 

Vehicle*,  with  2  honeg 85  cents. 

BicTOlea  


■Implr  wWi  to  cton  the  biidn— il  yc 
trlHn  a  dlstanoe  or  an  going  beyc 
brtdn  It  coMa  nothing  to  croM  it,  eluici  m 
the  h  can  or  the  flurnbe  can — the  ordlnarr 
car  tare  takes  you  over  without  extra 

Foot  pasaengen Tree. 

Veblclai, with  1  hem ficent*. 

Veblcles,  with  1  bones lOcenta. 


Before  the  recent  lesM  glTlDg:  the  companies  the  <iee  of  the  Brooklyn  Bridge  the  public  operatton 
reallied  more  than  enongb  topay  eipenseaand  Interest,  on  a2|-cenl  fare,  etc.  (asabOTel.paylDgthe 
cu  men  11.75  Cor  an  it-honr  day.  The  elevated  railway  compantee  running  over  the  bridge  pay  tl  (or 
10  hoon,  and  soma  ol  the  men  receive  less  and  work  longer,  so  I  am  told  by  the  men  Ihemselves.  On 
the  electrics  nmnlmr  over  ttie  8t.  Lotils  Bridge  the  men  work  12  boun,  lor  which  the  oonducton  get 
tU6  and  the  motormen  K. 

Under  the  lease  the  elevated  KndB  pay  aboat  1100.000  a  year  for  the  lue  of  the  bridge,  and  the 
trolleys  5  cents  a  car,  a  fraction  at  a  cent  per  paneoget.  The  banchlae  ohatgea  were  made  very 
small  In  order  to  anange  matlen  so  that  no  extra  fare  for  crosshiK  the  tnidge  would  be  collected 
from  tliose  paying  the  ordinary  S^cent  car  fare,  thus  making  the  bridge  tree  loTtiaisengenoomiiigfnim 
or  niog  to  a  aUtanoe,  and  more  than  free  to  those  whoalmplyoran  It  In  the  bridge  cani.slnceB  rids 
Is  tba  can  anywhere  else  tor  any  distance,  no  matter  how  short,  costs  a  nickel  Instead  of  the  21  cent 
Mdge  rate— nothing  lor  the  bridge  and  half  price  for  the  car  ride.  Thearrangemenllsgood  forthe 
peopleand  good  tor  the  com[ianles.  as  It  Incroisea  tbelr  traOc.  It  could  only  be  improved  by  a  larger 
paynuattiom  the  nanpanieB,  or  lower  tana  In  leueial.  or.  beat  of  all.  DUbllc  ownetshlDof  tbeatreet 
Tulways  as  well  as  the  bridge. 

-        )St.  L. 


The  net  eamlngsof  the  St.  Lotila  Bridge  are  one  and  one-fourth  millions  a  year,  or  25  per  cent  on 
the  Gould  investment,  and  12  per  cent  on  the  Impaliable  capital  (the  excavating  of  the  tunnels,  etc-, 
will  never  bava  to  be  done  again).  Tbe  St-  Louis  chaisea  may  be  objected  to.  not  only  as  extor- 
tionate, but  as  dlsoriminatina-  A  psMenger  who  bays  a  ticket  In  Hew  York  or  Philadelphia  to  go  to 
BtLonlahas  to  pay  75  cents  lor  crosshig  the  bridge,  whereas  U  he  buys  a  ticket  to  East  Si.  Louis  and 
than  nm—M  (he  bridge  In  a  railtoad  tidn.  It  will  cost  him  only  25  eenls. 

Is  Bridge  Is  mansced  for  inlvate  profit:  tbe  Brooklyn  Bridge  is  managed  for  public 


service,  the  aim  being  to  maka  ue  bridge  as  naeful  to  Ihe  people  aa  poalble. 

When  Glasgow  took  the  management  of  her  street  railways  in  1894  fares  were 
reduced  at  once  about  S3  per  cent;  the  average  fare  dropped  to  abont  2  cents,  and 
S6  per  cent  of  the  fares  were  1  cent  each-  Since  then  further  reductions  have 
been  made,  and  the  average  fare  now  is  little  more  than  a  cent  and  a  half;  over 
00  per  cent  reduction  in  6  years,  while  we  pay  the  6-cent  fare  to  the  private  com* 
panies  in  Boston  and  other  cities  of  the  United  States  the  same  aa  w^  did  S  years 
ago, instead  of  the  3f-oent  ttire  we  would  pay  it  tbe  same  percentage  of  redaction 

16a 10 
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had  occnrted  here  as  in  Qiaagow.  At  the  same  time  that  rates  have  beea  cut 
dowD  in  OtasKow  wages  have  been  raised,  hooTH  reduced,  and  the  service  greatly 
improved;  and  the  profits  of  the  basiness  go  to  the  people  instead  of  a  few  atock- 
boMera.  In  the  aawy  nineties,  when  the  private  tramways  of  Glasgow  were  col- 
lectinK  an  average  fare  of  S.84  cents,  they  declared  that  only  0.34  cent  was  profit. 
NowSie  pnhlic  tram  lines,  with  less  than  half  the  fare,  still  realize  nearly  a  qnar- 
ter  of  a  cent  clear  pro&t  and  put  $200,000  a  year  in  the  public  treasury  above  all 
cost  of  operation  and  fixed  charges, 

AccoToing  to  Baker's  Manual  of  American  Waterworks,  the  charges  of  private 
water  companies  in  the  United  States  average  43  per  cent  excess  above  the  charges 
of  pnMo  waterworks  for  similar  service.  In  some  States  investigation  shows 
that  private  water  ratea  are  double  the  public  rates.  <See  City  for  the  Peojde, 
pp.  aO,  195.) 

For  commercial  electric  lightinK  private  companies  charge  SO  to  100  per  cent 
more  than  public  plants.  (See  Monicipal  Monopolies,  p.  1S6.)  What  public 
ownership  can  do  toward  lowering  the  cost  of  street  lightmg  may  be  seen  from 
the  following  table: 

Tabu  II. — Coet  of  electric  light  before  and  after  ptMie  owner^ip. 

[Total  CQ«1  per  lamp  year  tor  electric  acrei 
service  being  u  good  oi 
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pany per 
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Lewtolou.Ue 

Peabody.Maa 


itlng      . 

laiea,  iDsarance. 
-,nd  deprecialloii, 
butnatltilerMt. 
tbere  being  no 

when  public 
ownership  Is 
complete.  1.  e.. 


xotietA 


n  the  Investment 


!t  plus  5  perce — , , 

'imt,  except  where  the  nctuul   InU'reiit  Is  known.    Witb 

:itv  the  real  coiilrajil  Is  between  .■oLumns  1  and  »,  lor  tbere 

Eind  Lewlston.    The  dala 

is  it  you  Biiih'^to  compare  privam  ownenliTp  and  operation  not  merely  with  public 

operation  of  a  plant  the  capital  In  which  is  still  privately  owned,  but  with  public  operadoD  imd 
oimershlp  cooiplcte. 
""■ retrylngloKBceitaln  whatltlsfairfora  private  company  to  charge  w 
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iln  what  It  la  (air  for  a  private  company  to  charge  wc  mu«  add  tnler- 

<  (iiiu'over  the  ellcrtupon  the  people  of  a  change  lo  complete  public 

in  the  public  side  of  the  account. 

enter  In  several  CHsen  under  public  ownenhip  than  with  the  private 

„„-.,. -.  -je  actual  eandlppower  in  the  public  lights  Is  usually  higher  and  the 

pnblic  plaDta  are  handicapped  by  lack  of  permlMion  to  engage  in  commercial  lighting.  This  mom 
than  balancea  the  advantage  of  a  large,  number  o(  slrecl  iampu— 3I»  ureei  lamps  plus  -20.000  primte 
lampa  makea  a  much  larger  bualnem  and  lower  cost  per  unit  than  3S0or  400  street  lamps  with  no  com- 
mercial businKB.  Setting  this  handicap  against  the  increase  of  street  lamps,  it  sccma  fair  to  conclude 
that  the  atiove  llgurca  obtained  from  the  reports  and  ofltclala  of  the  municipalities  involved  do  not 
oventate  the  saving  power  of  public  ownenhlp. 

Id  the  earlTyearaheforethecoiitot  electric  lighting  wasutidentood  and  the  companies  were  charg- 
ing speculative  prices,  as  In  Elgin,  Aunjra,  etc.,  the  change  to  public  ownership  caused  an  amazing 
redaction.  And  even  In  later  times  the  saving  through  municipal  ownership  lasulhcienilymBrkefr 
In  Detroit,  for  eiample,  one  of  the  latest  oanca,  the  city,  wlien  considering  itie  change  to  public 
ownership  (>  yearaego.  could  get  nobld  for  lis  street  lamps  lower  thantlSZperarcyear^  Iteaved  nearly 
no  per  arc  at  the  start,  and  has  now  reduced  the  total  cost.  Interest,  depreciation,  taxes.  Insutance, 
anrfqpeBillonlo_al>.mi»70  per  arc.  and  could  cut  11  down  Uileoorliwi  if  the  cc ...  ..-^.. 1 


imerclal  lighting  o) 


T.  PAESONS: — EOONOMT   OP   PUBLIC   OWUEKSHIP.  147 

TBB  KCONOHIBS  Or  PUBLIC  OWNBBSHIP. 

In  addition  to  the  fact  that  public  ownership  aims  at  service  rather  than  profit, 
and  therefore  tends  to  a  lower  rate  level  than  private  ownership,  gravitating  to 
Qielevelof  greatest  service  withont  deficit — in  addition  to  this  wemnst  note  that 
public  ownership  permits  ecouomies  which  pull  the  ex^wnse  line  nearer  the  verti- 
cal and  brin^  the  line  of  greatest  service  without  deficit  to  a  lower  level  than  it 
would  have  in  the  same  system  under  private  ownership.  Thus  public  ownership 
favors  low  rates  in  a  double  way,  first,  by  tending  to  oring  rates  down  to  cost, 
and  second,  by  lowering  cost. 

Some  of  the  reasons  for  the  superior  economy  of  public  ownership  are  as 
follows: 

(I)  The  public  plant  has  no  lobby  expenses  or  cormption  funds  to  raise,  as 
many  of  the  private  monopolies  have. 

(3)  It  has  no  rebates  or  commissions  or  other  secret  concessions  to  favored  cus- 
tomers  tn  provide  for. 

(5)  It  has  no  dividends  on  watered  stock  to  pay. 

(4)  It  has  no  overgrown  salaries  or  monopolistic  profits  to  provide  for.  The 
principal  salaries  are  apt  to  be  smaller  under  public  ownership  and  the  wages  of 
ordinary  labor  somewhat  higher  than  under  private  ownership. 

(0)  Litigation  expenses  and  lawyers'  fees  are  likely  to  be  less  under  public 
ownership  than  with  private  systems. 

(6)  The  public  plant  geuerally  is  able  to  save  on  interest  charges.  The  public 
credit  is  better  than  that  even  of  very  strong  private  companies,  the  government 

C being  able  to  borrow  often  at  3  per  cent  or  less  when  a  private  company  has  to 
r  from  4  to  6  in  the  same  locality.     The  government  also  saves  on  insurance, 
urance  bein^  simply  intended  to  diffuse  lose,  the  government  acting  as  it^  own 
insurer — diffoaing  the  loss  directly  without  paying  the  commisaious  and  agenta' 

(7)  Public  ownership  gains  through  superior  coordination  of  industry,  which 
Is  impossible  under  private  ownership  except  through  incurring  the  dangers  of  a 
concentration  of  wealth  and  power  in  the  hands  of  a  few,  the  evilsof  which  wonld 
be  likely  to  outweigh  the  benefits  of  coordination. 

(8)  The  public  also  gains  through  the  civic  interest  of  the  people,  which 
increases  and  facilitates  the  business.  It  is  a  fact  of  experience  that  the  people 
patronize  their  own  institutions,  their  own  water  plants,  tneir  own  electric  plants, 
and  their  ovni  telegraphs  and  telephones  to  afar  greater  extent  than  theypatron- 
ize  a  private  institution.  A  man  does  not  hesitate  to  increase  the  income  of  a 
public  plant;  his  civic  pride  leads  him  to  favor  its  prosperity;  it  is  his  plant;  he  is 
a  partner  in  the  concem;  bnt  the  majority  of  men  do  not  enjoy  increasing  the 
[OMfitB  of  a  private  monopoly. 

(9)  In  the  next  place,  the  pubUo  plant  escapes  the  costs  and  burdens  of  costly 
strikes  and  lockouts. 

(10)  Public  ownership  saves  the  cost  of  numerons  regulative  commiBslons  and 
investdgations  into  the  secrets  of  private  monopoly.  Everything  is  open  and 
public,  and  there  is  no  necessity  of  those  tremendous  investigations.  It  also  saves 
m  the  cost  of  legislation,  since  the  time  and  attention  of  our  legislators  are  very 
largely  given  to  these  great  private  monopolies,  making  laws  they  want  and 
mskingutws  to  control  tnem. 

(II)  The  superior  diffusion  of  wealth  and  elevation  of  labor  resulting  txotn  a 
normal  public  system  tend  to  diminish  the  extent  and  the  cost  of  the  criminal 
and  defective  and  unfortunate  classes;  as  in  New  Zealand,  where  they  have  prac- 
tically wiped  ont  the  unemployed  agitation  through  the  administration  of  public 
ntilitiea. 

(12)  The  eliminatlDn  of  the  antagonism  between  the  owners  of  vast  industries 
and  the  public  carries  with  it  all  the  useless  activities  and  wastes  of  confiict 
whiob  result  from  that  antagonism. 

aAVTNoe  THaouoH  public  eailwavs. 

How  great  are  the  savings  that  may  result  from  the  elimination  of  conflict  and 
ft  thorough  coordination  of  industry  under  vrise  and  impartial  public  manage- 
ment may  be  seen  by  comparing  the  economy  of  such  a  system  with  the  waste- 
fulness of  present  railway  methods. 

While  800  or  1,000  companies  carry  on  their  business  more  or  less  separately,  it 
is  manifest  that  there  must  be  duplication  of  management,  of  general  ofScers, 
and  duplication  of  railways,  and  of  competitive  agencies,  duplication  of  depots, 
mnlti1;udinous  ticket  arrangements,  competitive  advertising,  the  carrying  of 
empties,  etc.  I  need  not  enumerate  ail  the  details;  it  is  clear  that  the  wasteful- 
Dees  of  the  present  system  is  very  great.    In  England  careful  estimates  have 
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been  made  br  leading  railway  aatI)OTitie»— the  aeoretai7  of  the  London  and  North- 
veetera  Rauway  O^pany,  the  mamwer  of  the  Lancashire  and  Yorkshire,  and 
the  late  eminent  railway  engineer,  Sir  Edwin  Chadwick — and  it  is  estimated  that 
In  Great  Britain  and  Ireland  the  preventable  wastes  amonnt  to  30  to  34  ^tir  cent 
of  the  operating  expenses.  In  this  coimtry  we  have  nothing  like  the  nnion  that 
enata  in  Oreat  Britain.  We  have  868  independent  systems,  while  the  United 
Kingdom  has  only  I3S. 

The  whole  railway  system  there  is  based  on  an  understanding  between  all  the 
companies,  so  the  cnrrent  railway  Uteratnre  affirms.  The  wastes  of  severance 
may,  therefore,  be  greater  here.  But  suppose  we  take  it  at  20  per  cent,  we  shall 
tod  then  that  the  wastes  of  severance  in  this  conntry  on  the  basis  of  the  English 
estimates  wonld  amount  to  $180,000,000.  If  we  add  to  this  the  snms  that  go  to 
leKiHlative  and  legal  expenses,  and  theamonnts  that  are  given  away  in  free  passes 
which  atill  obtain  to  some  extent,  and  the  rebates  that  are  still  given  in  lu'ge 
measnre,  our  present  system  of  railway  management  probably  costs  the  people 
not  less  than  8250,000,000  to  $300,000,000  more  than  it  ought  to  cost^-|S50,lS)0,i)00 
to  $800,000,000  partly  waste  and  partly  unjust  increments  to  private  pockets  at 
tbe  expense  of  tne  public.  All  this  would  be  saved  to  the  p«opIe  by  public  owner- 
^ip,  and  more,  for  the  profits  tiiat  now  accme  to  the  companies  would  go  te  the 
people  in  lower  rates,  or  lessened  taxation,  or  added  millions  in  the  pnblic  treasury. 

iloreover,  if  we  had  a  system  owned  by  the  pnblic  clear  of  debt,  as  is  the  pur- 
pose of  a  number  of  the  European  govemmenta.  such  as  Glermany,  Belfiom, 
Anstria-Hnngary,  and  Prance,  which  are  aiming  tb  secure  a  system  of  railways 
owned  by  the  puolic  with  the  capital  all  paid  off,  so  that  the  railway  system  will  be 
in  the  same  condition  as  to  capitalization  as  the  public-road  system  is  now,  then 
rates  may  be  reduced  to  the  lowest  possible  figure,  jast  large  enough  to  cover 
operating  expenEes  and  depreciation  and  necessary  extensions  and  improvements 
from  year  to  year.  That  seems  to  me  to  be  the  ideal  from  an  economic  stand- 
point. Buch  bottom  rates  are  of  the  greatest  moment  to  the  people  for  the 
improvement  of  social  conditions,  the  relief  of  pressure  upon  the  slnms  of  the. 
great  cities,  and  so  on.  Politically,  socially,  and  economically,  low  rates  of  traiifr- 
portation  are  of  the  utmost  importance.  Therefore  it  was  of  vast  importance  for 
a  nation  to  have  so  nearly  as  possible  a  free-road  system,  only  the  expense  of 
keeping  it  up  falling  upon  the  people.  So  it  is  of  vast  importance  that  we  shoold 
■  get  as  near  as  poedble  to  a  free-rauway  system,  patting  upon  transportation  only 
the  bnrden  of  operating  expenses  and  maintenance  chajges  and  getting  rid  of  the 
capital  charges.  If  that  were  done  the  people  might  save  about  600  millions  of 
rauwavchargesevei^year,  adding  the  waste  and  misappropriation  I  have  si>oken 
of  to  ue  interest  ana  dividends  and  surplus. 

Here  is  an  itemized  account  of  the  possible  savings  under  a  wise  pnblic  man- 
it  of  railways.  It  is  a  statement  prepared  by  me  in  1B9S  for  the  Arena 
— .  and  is  based  on  the  estimates  of  railroadmen: 

Iaslb  III.— i'ouinfls  uTtder  coordinated  public  ownership. 
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Table  m.— iSSiotnff*  under  coordinated  ptMic  owmereAip— Cootmned. 

yUBTHER  8A VINOS  BY  PAYINO  OFF  DEBT  AND  BXTIKaUIaHINO  CAPITAL  CHAROES. 


InmU- 

Aucboricy, 

386 

m 

I  took  the  year  1891  in  order  that  all  the  eetimatee  might  r«fer  as  nearly  as  poa- 
Bible  to  the  same  vear.  The  people  paid  the  railroads  In  1801  abont  $1,200,000,000. 
They  conld  have  had  the  same  or  better  service  for  half  the  money  if  they  had 
owned  the  roada  free  from  debt  and  under  good  management,  with  a  well  coordi- 
nated public  system. 

We  have  now  well  toward  a  thousand  different  manaa^ements  in  place  of  000, 
BO  that  some  of  the  wastes  in  the  table  have  increased,  while  others  hare  prob- 
ably diminished.  There  are  other  items  of  saving  not  mentioned  in  the  table. 
For  exampla,  adoption  of  the  zone  syetem  and  of  cooperative  methods  in  con- 
etmction,  etc.,  fnller  nse  of  safety  appliances,  a  carefnJ  system  of  training  rail- 
way employees,  thorough  coordination  with  the  telegraph,  telephone,  and  postal 
services,  street  raOways,  roads,  police,  and  other  aiepartmente.  There  is  still 
sbrmdant  reason  to  bebsve  that  railway  charges  <|1,480,000  this  last  year)  could 
be  reduced  abont  one>half  if  the  nation  owned  the  system  free  of  debt.  In  view 
of  the  fact  that  traffic  is  greatly  increased  by  low  rat«e  and  that  the  expense  per  unit 
both  as  to  operating  cost  and  fixed  charees  diminishes  with  the  growing  density 
of  bnsinees,  it  is  probable  that  rat«s  and  fares  conldbe reduced  considerably  more 
than  half  under  public  ownership  with  the  capital  paid  np.  Even  with  the 
higher  wages  that  ought  to  be  paid  and  would  b«  paia  to  brakemen,  switchmeBt 
and  other  workers,  large  reductionB  in  rates  would  still  be  possible. 

coKsounATioir. 

.  In  this  country  there  have  been  about  6,000  railway corpcfrationa.  About  8,000 
of  them  have  ceased  to  operate,  and  there  are  now  a  litue  over  2,000  railways— 
3,047, 1  think — and  of  these,  there  are  8S8  independent  operating  companies  and 
about  nine  hundred  and  seventv-odd  subsidiary  companies  leased  or  controlled  by 
the  independent  companies.  Two  hundred  odd  of  those — about  213, 1  think— of 
the  subsidiary  companies  keep  separate  operating  accounts,  so  that  they  are  not 
entirely  merged.  Now,  you  see  in  those  few  figures  that » tremendous  movement 
toward  concentration  and  coordination  nnder  private  ownerehip  is  goine  on,  and 
there  is  much  at  the  same  time  that  £he  figures  do  not  show,  for  vast  combinations 
are  being  formed  among  the  independent  companies.  Coordination  is  good  and 
ought  to  po  all  the  way.  It  would  result,  as  we  have  seen,  in  the  very  greatest 
economy  if  the  whole  railroad  system  of  the  country  could  be^mn  under  one 
harmonious  plan  «nd  one  manAgenient,in  full  coordination  with  the  telegraph, 
telephone,  and  poetal  services. 

In  the  transfer  of  empty  cars,  in  gettin^d  of  unnecessary  stations  and  acconnt- 
ing  offices,  etc.,  great  savings  can  oe  made — union  of  depots  and  all  that.  Thia 
conceniiation — which  is  so  valuable  that  the  Qerman  Government  in  argningfor 
public  ownership  of  railroads  put  it  as  1  of  the  3  strongest  arguments  that  they 
had — this  concentration  and  coordination  can  be  obtained  under  private  owner- 
ship, but  to  bring  it  about  under  private  ownership  would  result  in  estoblishing 
a  power  so  c<doesal  in  the  hands  of  a  few  men  that  the  present  dangers  to  &ee 
institutions  resulting  from  monopolies  wonld  be  intensified  very  many  fold — 
intensified  to  such  a  degree  that  it  would  appear  better  for  the  country,  perhaps, 
to  forego  the  advantages  of  coordination  than  to  have  absolute  or  complete  union  of 
these  enormous  systems  under  private  control.  So  that  if  we  are  to  have  the 
benefits  of  coordination  with  justice  and  safety  to  the  Bepnblic,  we  mnat  attein 
&em  through  public  ownership.  A  consolidated  system  of  railways  in  private 
hands  would  be  a  monopoly  so  vast,  bo  powerful,  so  irresistible  in  its  influence  on 
legislation  and  administration  that  it  would  constitute  too  great  a  danger  to 
repnblican  institutionB  to  be  permitted.  With  private  management  we  have 
either  a  lack  of  coordination  or  mharmony,  or  dangerous  consolioation — harmony 
and  coordination,  together  with  sKtety  and  justice,  can  only  be  secured  througn 
pubUo  ownership. 
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HoreOTer  it  must  be  remembered  that  leas  tfaan  a  third  of  the  sii  hundred  odd 
millions  of  posaible  public  railway  oavings  woold  be  attribatable  to  the  element  of 
coordination,  ovt^r  a  hundred  millioDH  would  be  due  to  the  abolition  of  corruption 
funds  and  diacriminatlons  in  favor  of  privileged  individuals,  corporations,  tmste, 
and  combinations,  and  several  hundred  millions  more  belong  to  the  capital 
accounts,  rent,  interest,  and  profits,  and  could  be  realized  only  by  the  extingniah- 
ment  of  railway  capitalization  and  the  making  of  rates  on  the  basis  of  operating 
cost  without  profit,  things  that  no  private  company,  or  consolidation  of  private 
companies,  conld  be  expected  to  do,  so  that  far  the  larger  part  of  the  uossible 
diminutions  of  railway  taies  can  only  be  secured  througn  public  ownership,  not 
being  attainable  under  private  management,  even  if  we  were  willing  to  risk  the 
dangers  of  complete  consolidation  in  private  hands. 

Q.  (By  Mr.  Farquhar.)  If  000,000,000  are  taken  out  of  the  net  retnms  of  rail- 
roads, what  would  be  left? — A.  I  did  not  say  ont  of  the  net  retnms;  I  said  out  of 
the  gross  returns, 

Q.  Even  say  out  of  the  gross  returns;  how  much  would  that  enter  into  the  net 
resoltsasatpresent constituted?— A.  The$600,000,000,accordiugto those estimatoa, 
would  be  saved  to  the  common  people  through  the  lessened  cost  of  operation  and 
the  doing  away  with  discriminative  rates  and  corruption  funds,  and  so  on — all  the 
losses  of  the  present  system — and  the  elimination  of  profits.  Without  touchbig 
profits,  the  possible  reductions  might  be  in  the  neighborhood  of  $250,000,000  or 
more,  basing  our  calculations  either  on  the  English  eetimatea  above  refared  to, 
or  on  the  table  and  the  comments  following  it. 

Q.  If  discrimination  in  rates  were  abolished  entirely  by  the  flat  plan  of  an  equal 
tanfCall  over,  would  not  that  add  to  the  profits  of  the  rauroads? — A.  It  would  add 
to  the  grOBB  revenues  if  the  present  tariff  were  enforced  throughout, 

J!,  If  you  abolish  all  dist:rimi nations  you  are  bringing  more  revenue  into  the 
roads,  and  you  say  by  the  abolition  of  that,  by  coordination,  etc.,  that  von 
would  save-  that  was  the  eipreasion— jaOO,000,000?— A.  Yes.  It  would  save  tnat 
much  to  the  common  people.  If  the  favored  shippers,  who  get  coucessione  worth 
60,000,000  a  year,  diduot  receive  those  concessions  the  railroads  would  be  $50,000,000 
better  oS,  and  could  afford  to  reduce  ral«s  to  the  general  public  by  Utat  much. 
DiBCtimiQations  are  made,  very  many  of  them,  by  the  payment  of  relmtea  and 
commissions.  Now,  if  you  do  not  make  those  payments,  you  save  that  amount 
of  money  to  your  railroad  system,  and  can  lower  rates  in  general  by  so  much. 
Suppose  that  the  roadf  received  |1 ,000.000,000,  and  that  $50,000,000  were  given  back 
to  favored  shippers.  Now,  you  do  away  with  your  discriminations  and  yon  can 
get  along  with  $50,000,000  less  rates,  can  you  not,  than  yon  could  before?    7bat  ic 


the  point.  Every  payment  or  concession,  whether  positive  or  negative,  to  the 
Standard  Oil,  the  beef  combine,  the  grain  trust,  or  other  favorites  of  the  railways, 
is  jnst  so  much  out  of  the  pockets  of  the  common  people,  who  have  no  rebat^  or 
concessions  and  have  to  pay  ordinary  rates.  It  is  just  the  same  as  if  the  amount 
of  the  concessions  were  added  to  the  salaries  of  railroad  officials,  or  as  if  the  oil, 
beef,  grain,  coal,  and  other  monopolists  were  put  on  the  salary  lists  of  the  roads, 
and  paid  amounts  equal  to  the  value  of  the  concessions  they  get.  The  common 
people  have  ta  pay  for  those  concessions  in  railroad  rates,  anu  they  would  have  to 
pay  just  that  much  less  if  the  concessions  were  done  away  with. 

Q.  (By  Mr.  Clarke.)  Even  if  rates  were  not  to  be  lowered,  would  you  still  see 
a  great  advantage  in  public  owuernhip? — A,  Certainly;  I  think  the  rates  are  not 
the  main  thing.  This  matter  of  partiality,  personal  discrimination,  injustice,  that 
is  eliminated  by  public  ownership;  and  the  antagonism  of  interest  between  the 
small  class  owning  the  railroad  sy.item  and  the  pnblic  as  a  whole,  which  is 
eliminated  in  favor  of  harmony;  the  relief  of  the  pressure  upon  Oovemment, 
tending  to  control  and  corrupt  tne  Oovemment,  as  our  great  monopolies  do  so  far 
as  necessary  to  accomplish  their  purposes  and  to  protect  themselves  against  bad 
legislation.    All  those  things  and  others  which  are 

Q.  (By  Mr.  Farquhar,  interrupting.)  Do  you  think  that  human  nature  changes 
in  public  service  fi'om  what  it  was  in  private  service  in  any  way? — A.  Yes;  grad- 
ually; not  all  at  once. 

Q.  Have  you  any  knowledge  of  any  country  where  it  has? — A.  Yes:  every 
country.  Man  is  molded  by  his  environment  as  well  as  molding  his  environment. 
If  we  look  back  to  the  savage  times  when  man  began,  we  can  trace  through  his- 
tory the  interaction  between  man  and  his  environment,  soci^  institutions  being 
a  part  of  that  environment.  Now.  every  change  toward  harmony  by  elimination 
of  ant^onism  and  conflict  tends  to  make  man  le.''S  barbarous,  less  antagonistic, 
less  selfish,  more  sympathetic,  brings  him  into  closer  relations  with  his  fellows, 
molds  and  changes  his  human  nature  toward  a  higher  manhood.  That  is  one  of 
the  great  benefits  that  I  exi»ect  from  public  ownerohip. 
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Q.  Do  yon  think  that  in  the  rai]roftd  Bervice  of  the  United  States,  were  it  posd- 

ble — which  everybodyaeems  to  think  isimpossible.of  coiirae— fortheQovemment 
to  own  them — do  you  think  it  is  poeeiblij  to  serve  the  people  better,  have  a  more 
intellifrent  service  by  a  pnblic  service,  whether  nniler  civil  service  or  not,  than 

£a  have  nnder  the  great  brotherhoods  that  control  the  roads  now? — A.  Not  per- 
ns a  more  intelligent  service,  but  an  equally  intelligent  eervice,  aiming  at  the 
pnDlic  good  instead  of  at  private  profit  under  the  conbol  of  the  monopolists,  not 
onder  the  brotherhoods,  for  the  brotherhoods  do  not  control  the  roads,  as  ia  clear 
from  the  long  hours  and  low  wages  of  most  of  the  men. 

Q.  Wonld  yonabolieh  the  brotherhoods  that  areon  the  railroadsnow  and  bring 
in  a  civil  service?— A.  No;  I  would  not  abolish  the  brotherhoods. 

Q.  How  would  yon  employ  yonr  public  servants  on  the  pablic  roadsf — A.  I 
would  leave  the  preeent  employees  (when  the  different  roads  are  taken)  in  the 
positiona  they  occnpy  at  the  time  of  the  transfer,  subject  to  the  condition  of  dis- 
missal (or  lack  of  loyalty,  nnder  strong  civil-service  rales, made  a  part  of  the  law 
nnder  which  the  railroaas  are  taken  over,  all  new  appointments  and  employments 
and  dismissals  beinx  placed  under  those  rales,  and  so  the  change  from  one  system 
to  the  otjier  would  be  made  gradually,  not  by  any  sudden  jolt. 

Q.  Bnt  in  the  long  ron  that  would  tend,  of  course,  to  eliminate  the  present  form 
of  DTotherhoods  as  they  are  now? — A.  Oh,  no;  let  the  unions  and  brotherhoods 
Slav  aa  long  as  they  want  to. 

O.  (ByHr.  LiTCHKAN.)  Does  the  management  of  the  railway  post-offloe  service 
nnder  the  Government  eliminate  the  organization  of  railway  postal  employees? — 
A.  Not  that  I  know  of.  Trade  unions  are  frequently  opposed  and  sometimes 
lu^ken  down  by  private  monopolies,  bnt  not  by  pubhc  managements.  Unions 
are  encouraged  in  New  Zealand  under  the  public  service;  the  workers  can  not  get 
their  fnll  rights  under  the  law  unless  they  do  form  a  union.  It  is  only  the  onions 
tliat  can  elect  their  judges  to  the  appeal  board. 

PUBLIC   BBNKFITS   ASinB   FROM   LOW   AND   IMPARTIAL   RATB8. 

The  next  point  I  would  like  to  speak  of  very  briefly  is  public  service,  aside  from 
rat«  making.  Take  the  matter  of  construction.  In  New  Zealand  the  oonstmc- 
tion  of  railroads  is  so  arranged  as  to  relieve  depression  instead  of  creating  panic, 
as  onr  nulways  have  been  Imown  to  do.  In  1873  we  had  what  was  practically  a 
railroad  panic.  And  overconstmction  of  railways  in  a  time  of  prosperity  is 
thought  to  be  rraponsihle  in  other  instances  for  intensifjrinc;  depressions  and 
panics.  In  New  Zealand  and  Germany  the  definite  effort  of  tne  Qovemment  is 
to  increase  railroad  construction  in  times  of  depression  and  to  let  upon  construc- 
tion in  times  of  boom.  In  that  way  they  get  a  doable  advantage.  They  equalise 
the  labor  market  and  thecoiitrol  of  industry,  and  they  get  the  railroads  constructed 
at  the  times  of  lessened  cost  instead  of  at  the  times  of  higher  cost. 

Moreover,  the  management  uses  railroad  construction  and  the  adaptation  of 
it — increase  and  diminution  of  it — to  aid  the  farmers  in  obtaining  the  labor  they 
need  in  harvest  time.  When  winter  comes  and  the  unem^yed  are  numerous, 
the  railway  managers  increase  their  construction  force.  When  summer  comes, 
and  the  farmers  want  harvest  hands,  the  managers  slacken  the  work  on  the  rail- 
roads and  other  public  works,  so  that  the  men  can  go  to  the  farmers. 

In  still  another  way  railroad  construction  in  New  Zealand  is  used  to  aid  the 
laboring  people.  The  management  lets  out  contract*  for  construction  directly^  to 
cooperative  gronps  of  workers.  A  ^oup  of  laborers  contract  for  a  ^ven  section 
of  earthwork,  another  group  for  laying  the  ties,  another  group  for  !aym^  the  rails, 
another  group  for  grading  and  repairing  the  road,  another  group  for  building  sta- 
tions and  public  buildings  of  various  Kinds;  even  iron  bridges  have  been  con- 
structed in  this  way,  by  groups  of  cooperative  laborers — ^anywhere  from  8  to  50  or 
100  men,  who  elect  their  own  foreman  and  divide  their  money  equally,  the  amount 

Kid  being  determined  by  the  engineer  of  the  railroad  system.  The  result  is  that 
3  average  wages  made  by  the  men  are  nearly  double  what  they  were  able  to 
make  under  the  old  system  of  private  contract,  hecanse  the  men,  knowing  that 
the  profit  is  to  be  theirs,  put  a  great  deal  more  energy  and  interest  into  the  work, 
and  consequently  the  state  has  secured  ita  railways  at  a  lower  cost  in  every 
instance,  so  It  is  stated  in  their  reports,  than  was  the  cane  under  the  old  system  of 
dealing  with  boss  contractors.  The  elimination  of  the  profits  of  the  contractors 
and  the  stimulation  of  the  industry  of  the  men  has  resulted  in  these  two  conspic- 
QOne  benefits,  (1)  affording  the  men  double  wages  nearly,  and  (2)  giving  the  state 
ita  cons^ncticai  at  lower  cost:  beside  favoring  the  development  of  sympathy,  of 
cooperative  effort  and  of  ability  to  understand  each  other  s  efforts  and  interests. 
I  believe  that  one  of  the  greatest  and  most  important  tests  of  civilization  is  the 
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orowth  of  cooperatton.  When  men  were  mere  saTagee  and  barb&rianB  tfaey  were 
Ukcapable  of  any  cooperatioii.  Ab  they  were  developed  they  became  capable  of 
worEiiiR  in  little  groape,  and  larger  gronpe,  and  larger  gronps,  until  finally  they 
are  able  to  work  together  in  the  all  inclnslTe  group  of  a  public  utility,  and  only 
as  these  larger  gronps  of  rolmitary  oooperations  federate  into  a  complete  coopera- 
tion, and  finally  merge  into  the  great  all-inclnsiTe  circle  of  public  ownership  do 
we  come  to  the  final  goal  of  cmlization — the  elimination  of  conflict  and  the 
replacement  of  it  by  harmony,  by  cooperative  work  for  the  benefit  of  all.  instead 
of  the  maswry  and  conflict  of  most  b^  the  few  for  the  benefit  of  the  few.  I  believe 
that  is  the  goal  and  the  test  of  civilization,  and,  if  so,  the  pnblic  systems  in  Ger- 
many and  in  New  Zealand  are  emphatically  snperior  to  anyprivate  system  nnder 
thist^et. 

(jermanv  controls  her  railways  in  snch  a  way  as  to  coordinate  them — that  is 
tree  of  other  pnblic  sfntema  also— coordinate  the  railways  with  the  telegraph, 
telephone,  and  post-of^e,  and  every  other  pnblic  service.  The  railway  tariff,  for 
example,  is  made  to  enforce  the  national  teuiff  instead  of  nnllifying  it  as  onr  raU- 
roads  are  apt  to  do.  For  example,  a  few  years  ago,  it  appeared  from  the  testi- 
mony in  the  Tezaa  and  Pacific  cases  that  foreigners  oonld  ship  from  Liverpool  or 
Lmidon  through  New  Orleans  to  San  Francisco  and  the  Pacific  coast,  books,  mat- 
lings  and  carpets,  confectionery,  boots  and  shoes,  hats  and  caps,  gloves,  linens, 
cai^meres,  and  so  on.  at  a  blanket  rat«  of  ll.OT;  whereas,  from  New  Orleans 
domestic  prodocte  to  San  Francisco  went  at  rates  from  $2.88  to  $8.70.  That  ia 
only  one  instance  of  the  pracidcal  nnUification  of  the  protective  tariff  b^  onr  rail- 
roads; whereas,  in  Oermanv  railroads  not  only  do  not  nnllify  the  jtolicy  of  the 
state  in  regard  to  the  tariff,  bnt  they  enforce  it,  and  they  can  actually  establish 
protection  to  home  industry  by  maUng  the  rates  on  foreign  products  higher  than 
on  domestic  x*rodncta,  and  they  can  admit  raw  materiaki  for  home  indnstries  at 
very  low  rat^,  so  doubly  enconraging  home  indnstries. 

In  one  way  more,  with  grand  results,  Germany  has  introduced  the  cooperative 
and  coordinative  principle  into  her  railway  svetem.  The  railways  are  governed 
by  the  minister  of  public  workeat  the  top7witii  a  national  adyisorr  council),  20 
railway  directories,  or  district  superintendenciee  (with  8  circuit  advisory  coun- 
cilsi ,  and  6  classes  of  local  officers  (operating,  machine,  trafQc.  shop,  telegraph,  and 
building).  One  of  the  principal  dnties  of  the  local-traffic  office  is  to  maintain  a 
"living  union  "between  the  railway  administration  and  the  public.  The  chiefs 
of  these  offices  are  required  to  (^et  into  intimate  relations  with  the  people  of  their 
localities.  Each  local  traffic  cmef,"  by  numerous  personal  interviews  and  obser- 
vations, must  inform  himself  concerning  the  needs  of  the  service  in  his  district, 
investigate  and  remedy  complaints  and  evils  without  delay,  and  take  such  meas- 
ures as  will  secure  the  most  efficient  service." 

The  local  advisory  councils  are  compoaed  of  representatives  from  chambers  of 
commerce,  labor  organizations,  farmers'  unions,  dairy  associations,  merchants' 
clubs,  eto. ;  all  sorta  of  industriiu  and  social  combinations  are  represented  in  these 
advisory  coimcUs,  and  the  law  requires  the  directories  to  consnlt  these  advisory 
bodies.  'rhepeople,organized,Bccordin|r  to  their  interests,  into  various  forms  of 
industrial  union  {chambers  of  commerce,  labor  nniobs,  farmers'  associations,  etc. ) , 
elect  the  members  of  the  local  advisory  councils,  and  these  councils  in  turn  elect 
80  out  of  the  40  members  of  the  national  advisory  board,  the  other  10  members 
being  appointed,  8  by  the  minister  of  agricnlture  and  forests,  8  by  the  minister  of 
trade  and  industry,  2  by  the-minister  of  flnuice,  and  2  by  the  minister  of  pnblic 
works,  state  officials  being  ineligible. .  These  advisory  bodies  do  actually  cuscuss 
with  IJie  greatest  force,  clearness,  and  effectiveness  all  sorts  of  questions  about 
rates  and  claseiflcation  and  the  conduct  of  the  railroads;  they  maKe  their  recom- 
mendations and  Bug^tions,  and  they  are  very  largely  foUow^.    So  that  in  Ger- 


many t<Hiay  the  rmiroad  system  is  practically  m  the  hands  of  the  people  to 
manage  and  direct.  The  roaos  are  actoally  operated  in  the  intereste  of  the  people 
on  one  of  the  most  democratic  and  cooperative  plans  it  would  be  possible  to  imagine, 
it  seems  to  me. 

Q.  You  were  speaking  abont  cooperatire  construction  in  New  Zealand,  and  I 
wish  to  know  in  that  case  who  owns  the  facilities  and  apparatus.  Supposing 
they  were  constmcting  a  bridge,  who  would  own  the  demcRs  and  the  hoisting 
engines  and  all  thstt — A.  The  s^to  owns  the  machinery;  but,  adding  the  cost  of 
Bupiilying  machinery  to  wages  paid  tor  the  work,  the  total  cost  to  the  public  ia 
less  in  every  case  than  under  the  middleman  contract  system,  and  since  the  aboli- 
tion of  the  middleman  and  the  estahhshment  of  the  cooperative  system,  9  years 
ago,  there  has  bean  no  unempk^ed-labor  agitation  In  New  Zealand. 
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(Wbarenpon  the  commissioi ...  . 

-cotnmiafdon  Teaaaembled  at  2.ffl'  p.  m,,  Mr.  Paraona  continalng  his  teetlmony  as 
foUows:) 

I  'want  to  sav  that  I  do  not  beUere  personalljr  that  we  are  ready  yet  for  tbe 


„  1&™ 


ship  of  aiiTthing  in  a  republic  until  the  people  aa  a  masB  are  thoronKhly  and 
earnestly  awakened  to  that  desire,  and  so,  tnongh  I  believe  we  are  ready  for  pabllc 
ownersbip  of  the  teleeraph,  the  pnblic  haviiig  expressed  a  desire  for  that  for  the 
post  00  years,  I  do  aoi  beUeve  that  pablic  sentiment  is  snfBciently  developed  as 
yet  to  make  ns  ready  for  pnblic  ownership  of  railroads;  bnt,  comjiariiig  the  two 
syBtems  throtwhont,  I  thuik  there  is  Ter^  stroi^  reason  to  believe  that  pnblic 
ownership  is  the  beet,  and  will  be  the  oltuBate  ontoome  when  the  people  come  to 
nnderstand  the  matter  fslly.  And  I  believe  it  ie  of  the  ntmost  importance  that 
the  people  eboold  be  intormed  on  the  subject,  so  that  they  may  make  an  intelU- 
'----'—  "IB  to  the  merits  of  the  two  systMns. 


Wetsomenoirtotheaneetion  of  safety.  Which  system  is  most  Ukely  to  care  for 
the  pnblic  safety?  Snch  special  care  for  public  safety  as  we  have  obtained  on  the 
railroads  of  tiiis  cotintry  and  on  the  railroads  of  Great  Britain  has  been  obtained 
chiefly  through  severe  legislation  or  direct  and  strennons  legislation,  often  resisted 
by  the  railroads.  For  example,  the  laws  abnnt  grade  crossings,  and  about  keep- 
ing stoves  in  paBBenger  cars,  and  about  variona  safety  coupling  arrangement, 
aifi  so  on,  have  nsnally  been  reelated  instead  of  being  cordially  adopted. 

I  remember  a  case  in  regard  to  the  street  railways  of  Philadelphia,  when  the 


it  would  act  like  the  fenders  now  used  in  Budapest,  that  will  roll  a  child  from 
the  track  without  even  braising  it  serionsly;  bnt  when  it  was  f  onnd  that  it  would 
cost  |50  a  car  to  put  it  on  the  street  cars  of  Philadelpbia,  the  magnates  made  a 
little  calcalation.  and  found  it  would  be  chei»>er  to  keep  on  paying  damages  for 
breaking  legs  and  running  over  children.  Afterwards  a  law  was  pMsed  requiring 
fenders,  and  the  roads  delayed  a  long  time  until  they  were  forced  toget  fenders, 
and  then  put  on  the  cheapest  kind  they  conld  set;  and  the  fact  is,  in  ^liladelphia 
now,  if  a  man  is  struck  on  the  leg  by  one  of  those  fenders,  it  would  probably  be 
as  bad  or  worse  than  the  blunt  edge  of  the  car.  The  fender  has  an  iron  edge 
mywhere  from  6  inches  to  a  foot  front  the  ground,  and  would  more  certainly 
brcAk  him  in  two  than  if  he  was  struck  by  the  car  itself. 

When  I  come  to  the  statistics  in  regard  to  accidents  in  various  systems,  public 
and  private,  I  am  not  able  to  make  out  that  the  influence  of  ownership  is  the 
dominant  one.  I  have  here  a  table  which  I  will  incorporate  in  the  testimony,  with 
the  permission  of  the  commiaslon: 

Table  TV.—Baiheay  aceidentt. 
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block  of  private  nilvkfa.  I  have  not  u  yet  lecured  the  up&ra(e  dau.  The  Bngllah  dau  aa  to 
emploveea  an  taken  Iroia  The  Bngiaeer.  hooAoa.luniMifiLmO;  tbe  Teaily  [etumi  of  employeeB 
inJniHl  appeal  to  have  been,  till  lecentlr,  very  Imperfect. 


It  is  made  up  for  the  TJnlted  States,  Qermany,  Austria,  Great  Britain,  and 
Prance,  and  it  appears  that  a  passenger  is  aboat  6  times  as  likely  to  be  killed  in 
the  United  States  as  In  (Germany,  and  about  10  times  as  likely  to  be  injured. 
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wMle  a  niilwa;  employee  is  more  than  twice  as  likely  to  be  IdUed  on  oqt  roads 
and  13  times  as  liSely  to  be  injured;  but  a  compariBon  of  the  roads  in  Qreat' 
Britain  and  Germany  affords  no  tnich  strikinK  contrast.  The  result  is  not  the 
other  way;  it  is  in  the  same  direction,  but  nowhere  near  as  strong,  showinK  that 
the  matter  of  ownership  is  not  the  dominant  factor  in  the  statistics  of  acciaentB. 
In  France  on  the  public  railroads  there  is  1  paseen^  IdDed  to  13,000,000,  and  on 
private  roads  1  to  5,000,000 — the  private  system  being  more  than  twice  aadanger- 
ous  BO  far  as  MlUng  passengers  is  concerned.  And  1  passenger  is  injured  in  «ach 
4,000,000  on  public  roads  and  1  in  each  1.000,000  on  private  roadB-4  times  as  dan- 
gerous on  private  mads  as  on  public  roads  in  France;  and  it  is  also  more  danger- 
ous for  employees  on  the  private  roads. 

Q.  While  yon  are  on  that  point,  state  how  these  data  are  made  np.— A.  From 
the  reports  of  the  French  minister  of  railways. 

Q.  In  proportion  to  the  population  and  miles  of  railroads? — A.  Ho;  in  p 


1  passenger  killed  in  eveiy  3,180,000  passengers  carried,  1 

.>as6engers;  1  employee  kifled  in  420  a"  '  '  '-    '  '-     -  • 

27j^bowiug  an  increased  danger  in  the  United  States  since  II 


1  passenger  in  2,387,000,  and  by  a  still 

' ^  " '30,000  passengers  carried,  1 

n  420  and  1  injured  in  each 


There  is  one  thing  further  to  be  said  about  France,  namely:  The  piivate  roads 
consist  of  the  great  systems,  while  the  public  roads  in  France  are  comparatively 
small  branch  eSfairs,  and  that  may  account  for  the  difference  in  safety.  X  am  not 
able  to  come  to  any  satisfactory  conclnsion  about  that. 

CAPITALIZATION. 

Uynext  point  relates  to  capitalization,  and  here  there  is  a  tremendous  contrast. 
The  tendency  with  the  great  private  monopoly  is  to  build  up  capitaliiation  year 
aft«r  year,  and  decade  tuter  decade,  adding  together  the  cost  of  tne  original  plant 
and  the  cost  of  all  improvements,  reconstructions,  etc.,  until,  even  with  honest 
bookkeeping  and  without  any  stock  watering,  the  capitalization,  by  simple  accu- 
mulation and  accretion,  comes  to  be  2  or  8  tunes  the  actual  worth  of  the  plant. 

Q.  (By  Mr.  A.  L.  Harkis.)  That  is  the  face  value,  is  it,  and  not  the  amount 
received  by  the  company?— A.  No;  I  am  talkicK  about  the  actual  cost  put  into 
the  road.  It  accumulates  year  after  year,  till  it  tar  exceeds  the  real  value  or  cost 
of  duplication  of  the  plant. 

Q.  Not  the  face  value  of  stock  and  bonds?— A.  No.  When  we  come  to  that,  the 
face  value  of  the  stock  and  bonds,  there  is  a  great  increase  beyond  th6  total  capi- 
tal cost — beyond  all  that  has  been  put  into  the  roads — a  great  expansion  through 
the  watering  of  stock  and  through  the  inflation  of  values  otherwise  than  by  accu- 
mulation of  worn-out  construction  costs. 

I  do  not  suppose  it  is  necesRary  to  give  illustrations,  as  it  is  so  well  known  to 
be  the  tendency  of  our  railroads,  telegraph,  telephone,  and  street  railways,  but 
I  might  name  one  of  the  most  conscienceless  cases,  that  of  the  Boston  gas  system, 
where  some  years  ago,  I'think  in  1888,  the  capitalization  was  less  than  $4  per 
thoosand  feet  of  output.  That  was  about  fair.  Between  S3  and  £4  capital  per 
thousand  is  the  actual  valne  in  large  cities,  according  to  the  gas  experts.  Sinc« 
that  time  the  Boston  companies,  by  a  complex  systom  of  consolidation  and  increase 
of  stock  upon  consolidations,  and  leases  and  contracts,  and  so  on,  have  gradually 
worked  their  capitalization  up  until  it  is  $43  per  thousand  feet  of  output,  or  about 
10  times—more  than  10  times — the  fair  capitalization. 

Take  the  Metropolitan  system  of  street  railways  in  New  York.  It  appears  from 
an  estimate  made  last  year,  based  upon  the  testimony  obtained  by  one  of  the  legis- 
lative committees  of  New  York  as  to  the  cost  of  making  railroads  in  New  York 
City,  that  the  market  value  of  the  stocks  and  bonds  of  the  lines  owned  by  the 
Metropolitan  Company  was  then  23  times  the  actual  value  or  cost  of  reproduction 
of  the  said  lines,  according  to  the  evidence  given.    That  is  another  very  strong 

The  prevalence  of  water  in  the  railroad  system  is  so  well  known  that  it  is  not 
necessary  to  do  more  than  touch  apon  the  matter.  Vanderbilt  set  the  pace  in 
consolidating  the  11  roads  between  Albany  and  Buffalo  and  increased  the  capital- 
ization by  nearly  $9,000,000  in  doing  it.  then  adding  50  per  cent  to  the  stock 
capitalization  of  the  Hudson  road,  of  which  he  was  president:  then  extending  his 
control  over  the  Central  and  adopting  the  same  tactics  there  he  added  80  per  cent 
to  the  New  York  Central:  then  he  consolidated  the  two  roads,  and  in  doing  It 
Inflated  the  Central  87  per  cent  more  and  the  Hudson  85  per  cent;  so  that  in  the  4 
years  from  1866  to  1870  he  brought  the  capitalization  up  from  $54,000,000,  which 
was  a  little  more  than  the  total  cost  on  the  tx>okB  of  the  company— about  $4,000,000 
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more— to  1108 ,000 ,000.  The  total  cost  on  the  books  in  I8T0  waa  under  (70,000  per 
mile,  while  under  his  capitalization  it  was  (123,000  per  mile. 

That  example  tuts  been  followed  to  &  ^eat  extent  all  over  the  coantry,  so  that 
otir  railroad  capitalization  is  now  about  half  water,  or  water  and  wind.  The 
fiRnrea  of  eonatniction  and  equipment  cost  given  in  Poor's  Manual  from  time  to 
time  indicate  that  the  railroads  of  the  United  Stat«H  ore  capitalized  at  about 
double  what  they  could  be  built  and  equipped  for  at  the  present  time. 

Q.  What  about  the  toUl  capitalization?— A.  A  little  over  $60,000  a  mUe;  and 
the  actn^  v^ue,  according  to  Poor's  figures  as  to  the  cost  of  reproduction,  would 
be  nnder  $80,000  a  mile. 

Q.  Inronndnumberswhat  is  the  total  capitalization  of  the  railroads? — A.  Some- 
thing over  811,000,000,000. 

Q.  (By  Mr.  LiTCHHAX.)  Thatis.ontside  of  the  bonded  debt? — A.  No;  including 
the  bonded  debt. 

Q.  Also  includes  the  bonds  in  the  capitalization? — A.   7eB. 

Q.  (By Mr. Phillips.)  IsitfairtoinclndoboththebondHandthefltockaecapital- 
ization? — A.  Yes.  1  think  so;  for  this  reason:  Take  the  ordinary  manufacturer  or 
bnsiness  man  without  any  monopoly,  and  it  is  clear  that  he  can  not  make  his 
prices  any  more  than  is  necessary  to  pay  him  a  reasonable  profit  in  a  competitive 
market  on  the  actual  capital  value  or  cost  of  reproduction  of  his  plant.  He  can 
not  mortgage  his  business  and  issue  bonds  and  pay  interest  on  that  oat  of  his 
prices  and  still  expect  to  make  a  profit  in  the  way  of  dividends  for  himself.  If  he 
tried  it,  some  business  man  withont  any  bonds  or  mortgage,  who  would  be 
satisfied  with  one  profit  on  the  actual  investment,  would  undersell  him  and  drive 
him  out  of  the  market.  The  merchant,  farmer,  or  manuf actnrer  can  not  makehia 
customers  pay  interest  on  bonds  equal  to  the  capita!  invested  and  dividends  on 
stock  equal  to  the  real  capital  also.  He  has  to  be  satisfied  with  one  profit  on  the 
actual  capital  cost  of  reproduction,  and  that  is  right.  It  places  the  monopolist 
at  a  great  advantage  in  reference  to  the  everyday  onsiness  man,  and  especially 
the  small  people ,  if  either  the  bonds  or  stock  or  both  together  are  allowed  to  go 
beyond  the  actual  value  of  the  plant  and  become  a  charge  on  the  community. 

Q.  (ByMr.CLARKE.)  Doyou  think  the presentcostofreproductionofaplantisa 
fair  test  of  the  capitalization? — A.  I  think  so,  for  the  reason  that  I  have  just  stated. 
It  is  the  test  with  the  mannfactuier  and  the  agriculturist.  The  point  I  wish  to 
bring  out,  though,  is  this:  Not  to  blame  the  railroads  especially,  altttough  I  do  not 
tiiink  they  have  acted  fairly  in  the  matter,  many  of  them,  yet  they  have  acted  much 
more  fairly  tban  the  gas  people  and  street-railway  people  in  many  instances;  but 
I  wish  to  bring  out  the  total  difference  of  policy  under  the  public  aystems  where 
there  is  no  water  or  infiation,  no  policy  of  Duilding  up  capital  from  year  to  year, 
but  exactly  the  opposite  policy  of  reducing  the  capitalization  from  year  to  year 
by  devoting  a  certain  fund  to  paying  it  oft  so  that  m  the  course  of  30,  or  80,  or  GO 
years  the  capitalization  shall  be  extinguished,  and  the  railways  or  other  service 
shall  be  open  to  the  use  of  the  people  at  rates  just  high  enoujjh  to  cover  the  actual 
cost  of  operation  and  depreciation.  That  is  the  policy  which  is  being  definitely 
carried  out  in  Belgium  with  the  railroads,  and  on  the  German  railways,  and  the 
railways  of  Austna-Hungary;  and  France,  even,  has  made  an  agreement  with 
therailwaya  whereby  in  the  middle  of  this  twentieth  century  they  are  to  revert  to 
the  State,  as  I  anderstand  it,  free  of  capital  cost.  The  Swiss  Federal  Council,  in 
giving  their  reasons  for  desirine  public  railways,  made  this  matter  very  emphatic; 
they  said,  "We  are  surrounded  by  countries  who  are  aiming  to  reduce  rates  to  the 
lowest  practicable  fignre.  If  they  do  accomplish  that  in  the  course  of  the  next 
half  century,  and  we  leave  our  roads  to  pile  np  their  capital  year  after  year  as 
they  are  doing,  we  will  be  at  a  great  disadvantage.  Our  rates  will  be  so  high 
that  we  can  not  possibly  compete,  and  we  will  not  get  any  tbroi^h  traffic,  but 
get  absolutely  nothing  except  the  ratps  from  our  own  people."  Ttiat  was  very 
inflnential,  I  am  told,  m  producing  the  remarkable  vote  of  two  to  one  in  favor  of 
Uie  nationalization  of  railroads  in  Switzerland. 

RTCKK  O AMBLING. 

Passing  from  that  point,  the  next  one  is  that  railway  capitalization,  and  especi- 
ally the  stock  part  of  it  under  the  private-monopoly  systeni,  supplies  an  oppor- 
tunity for  the  speculation  and  gambling  which  goes  on  in  New  York  and  other 
cities,  to  the  great  detriment  of  our  indnstries  and  to  the  detriment  also  of  the 
ideals  of  onr  yonth.  Just  so  long  as  our  young  men  feel  that  there  is  a  chance  for 
them  to  gain  wealth  by  speculation  instead  of  by  honest  industry,  so  long  will  they 
torn  to  wecnlation  instead  of  relying  on  useful  work^to  just  that  extent  we  are 
holding  before  them  a  premium  to  devote  themRetves  to  gambling  instead  of  fruit- 
ful labor— putting  the  premium  on  activities  which  are  not  nearly  so  beneficial  to 
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the  public,  to  say  the  leaet,  m  honest  industry  is.  The  public  Bystem,  on  the  con- 
trary, by  wiping  out  this  Tailway  stock,  aod  gas  stock,  etc. — the  flnctuatiiiK 
secniities  on  which  the  ffamblers  of  the  stock  exchanges  rely— canses  a  marked 
rednction  in  the  specolative  and  gambling  elements  in  onr  bnidneas  life. 


COOBDINATIOK. 


wisn  ix>  empnosize  nere  m  a  iicue  oinerent  way.  in  uermany,  ifeigiiun,  new 
Zealand,  and  Anstria-Hnngary,.  where  are  the  syetems  I  have  mainly  studied,  the 
raUway  service  is  c00Tdiiiat«d  with  the  telegraph,  telephone,  and  all  other  public 
servicee  in  such  a  way  that  each  one  aids  the  other  to  the  ntoioBt.  For  example, 
in  the  Ehiropean  conntries  yon  can  t«lephone  yonr  t«legram,  and  in  some  places 
yon  can  do  it,  without  charge.  They  regard  the  telephone  as  a  feeder  to  the 
telegrapb,  and  they  nse  each  one  of  the  systems  of  transportation  to  help  the 
others. 

ASTAOONlBlt  or  INTESE8T. 

Now,  this  coordination  and  nnity  for  pnblic  service  and  the  public  good,  which 
is  so  natural  to  public  enterprise,  is  directly  opposed  to  the  antagonism  of  interest 
between  a  small  body  of  owners  and  the  pnblic  which  characterisieB  prirate 
monopoly.  Froni  the  antagonism  of  IntereBt  between  the  ownersand  the  pablic, 
I  believe,  grows  nearly  all  the  evils  that  we  have  experienced  from  private  monop- 
oly, and  aW  the  great  difficulty  of  enforcing  the  law  in  the  pnblic  interest.  It  is 
becaose  the  owners  wish  profit,  and  have  the  vast  power  which  the  great  pnbhc 
moDopolj'  gives  them  to  enforce  their  mil,  that  they  are  able  to  make  these  dis- 
criminating rates  between  big  and  little  Bnippers  and  between  the  city  and  the 
country.  They  can  discriminate  against  a  man.  a  company,  a  street,  a  town  or 
city,  a  State  or  a  nation.  They  can  make  the  fortime  of  a  dty  or  of  a  man,  or 
make  or  mar  the  fortunes  of  an  industry.  They  can  rnin  or  btuld  up  a  city,  man, 
orState,and  they  are  prompted  to  use  that  great  power  against  the  public  interest 
because  of  this  antagonism  of  interest  between  the  small  group  and  the  whole. 
That  antagonism  does  not  exist  to  anything  like  the  same  extent  in  any  of  the 
countries  where  the  railroads  and  telegraph,  and  so  on,  are  owned  by  the  State, 
and  under  the  best  syst«ms  it  does  not  exist  at  all. 

THE  TEST  OF  HOTEKZNT. 

My  next  point  Is  oni)  that  is  somewhat  novel,  but  I  think  I  may  perhaps  make  clear 
what  is  in  my  mind  bv  calling  yonr  attention  to  the  fact  that  one  of  the  main  differ- 
ences, and  perhaps  tne  whole  difference,  between  a  man  and  a  piece  of  stone  is  a 
difference  of  movement.  I  suppose  there  is  a  certain  movement  among  the  parti- 
cles  of  the  stone  or  it  would  be  down  to  the  zero  of  total  cold — a  little  neat  move- 
ment— bnt  the  rock  ia  not  able  to  move  itself;  it  has  none  of  the  motions  which 
we  call  life.  And  those  differences  which  distingnish  a  man  and  a  rock  exist  in 
a  less  dejjree  between  one  man  and  another,  and  between  one  nation  and  another. 
Other  things  being  equal,  the  nation  that  has  the  greatest,  freest,  and  moat  har- 
monious movement  of  its  molecules  among  themselves  is  the  moat  advanced 
nation,  the  farthest  removed  from  inanimate  existence.  This  motion  of  the  mole- 
cales  of  the  nation — its  citizens  and  their  possessions — produces  what  may  be 
called  social  thought,  wealth,  activity  of  every  kind,  and  social  progress.  The 
amount  of  free,  harmonions  motion  am.ong  the  molecules  of  society  being  one  of 
the  l»sic  tests  of  civilization  and  evolution,  it  is  fair  to  ask  which  of  the  two  sya- 
tema  under  consideration  conduces  most  to  such  molecular  motion.  When  we 
compare  the  two  systems  in  respect  to  this  matter  of  social  dynamics  we  find  that 
the  pnblic  system  greatly  excele  in  its  facilitation  of  the  molecular  movements 
that  underlie  and  create  social  heat,  thought,  life,  and  progress.  Take  a  couple  of 
illustrations.  In  1809,  the  year  before  Great  Britain  made  the  telegraph  public, 
there  was  one  telegram  to  each  five  persons;  in  this  country  at  the  same  time 
there  was  one  telegram  to  each  three  persons.  England  made  her  telegraph  a 
part  of  the  public  post,  and  now  there  are  two  telegrams  per  capita  in  England 
and  about  one  in  this  conntry.  In  other  words,  when  both  systems  were  pnvate 
we  were  nearly  twice  ae  far  along  in  the  rapid  transmission  of  intelligence  as 
England,  but  when  she  changed  to  the  pablic  system  and  we  kept  on  with  the 
private  syst«m  she  gained  on  na  and  passed  us,  so  that  her  movement  of  thonght 
alonic  the  electric  wire  is  donble  onrs.     New  Zealand  and  somfl  nf  thn  A  nDt.»iT«.. 
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Again,  taUnK  railroad  movement.  In  1688  a  oomparioon  vaa  made  between 
Qeraiany  and  uie  United  Statea  and  it  wtu  fonnd  uiat  tite  United  Slates  had 
nearly  7  paeaenger  tnofi  per  capita  to  0.3  in  Germanr.  Bnt  in  1S99,  comparing 
therecoids,  there  are  jnst  about  10  paasenger  tripsin  the  United  States  and  just 
aboTit  10  in  Germany  also;  almost  exactly  alike,  though  the  Oennaii  figure  is  a 
fraction  above  onra.  So  that  again  in  fho  railroad  movement  the  change  to  pub- 
lic ownersMp  lus  enabled  Germany  to  gain  greatly  upon  tis  aad  even  snrnass  ne 
in  that  movement,  in  spite  of  the  mnch  greater  general  activity  in  the  United 
States;  indnatries  which  are  private  in  both  conntrea  or  pnblic  in  both  conntriea, 
like  the  poet,  showing  very  mnch  greater  vitality  and  movement  here  than  in  Ger- 
many. It  is  easy  to  see  why  pablio  OTmership  increases  social  movement  and 
vitauty.  Take  the  telegraph — oor  telegraph  system  confines  itself  to  the  better 
diatricta,  and  the  companies  are  not  to  oe  blamed  for  doing  it  at  all;  it  is  in  the 
nature  of  asystem  bnllt  for  profit  that  it  most  confine  itself  to  the  profitable  routes. 
It  does  not  pat  lines  into  the  mral  districts  irtiere  lines  will  not  pay:  it  can  not  do 
it.  The  English  private  companies  did  the  same  thing  before  1870,  bnt  when  the 
Uneiii  were  tautsferred  to  the  State  one  of  the  first  things  the  Government  did  was 
to  extend  them  very  greatly.  They  more  than  donbted  the  facilities,  lines,  and 
instrsments,  and  ue  facilitiea  were  increased  many  fold  by  making  every 
poat-offioe  and  poet-box  a  depodtory  where  a  telegram  conld  be  placed.  So  the 
oifFerence  is  inherent  in  the  two  systons,  withont  any  blame  at  all  being  placed 
on  the  private  system  that  must  natnrally  and  necessarily  promote  first  the  private 
interests. 

Another  Btriking  illnstration  which  mnst  not  be  n^lected  is  what  took  place  in 
Anstria-Hnngary  in  1889,  when  the  Bone  nrstem  was  introdnced.  Rates  were 
reduced  from  40  per  ceot  to  80  per  cent,  and  the  traffic  more  than  doabledin  the 
first  year— an  enormoos  increase  In  the  wealth-creating  and  thonght-prodnoing, 
sympathy-developing,  civilisation-makinK  activities  of  the  nation. 

As  I  have  already  stated,  in  Ei^land,  when  she  took  the  tel^raph  and  increased 
the  facilitiee  and  lowered  the  rat«e  from  one-third  to  one-half,  the  reenlt  was  an 
increase  in  traffic  which  doubled  the  nomber  of  messages  in  less  than  2  years,  and 
doubled  the  word-mUesin  1  year.  The  t«mi ' '  word-mile  "  oorrespondB  to  the  "  ton- 
mile  "  in  freight  transportation  and  the  paasenger-mile  in  passenger  traffic.  One 
word  going  1  mile  is  a  word-mile. 

DIFnjSIOir  09  WKALTH. 

Now,  I  want  to  speak  a  moment  of  the  q^neetlon  of  wealth  diffusion— the  efCects 
of  the  two  systems  in  rward  to  the  distribution  of  wealth.  The  private  system 
tends  to  the  oongeeti<m  olwealth,  and  not  to  the  diffusion  of  it.  Oor  railroads  and 
telegraphs  are  racogniaed  withont  dispute  as  being  large  creators  of  great  fortunes, 
and  the  railroads,  at  least,  are  indisputably  largely  connected  with  the  growth  of 
oUier  great  numopolies  which  tend  to  the  congestion  of  wealth.  Mtmy  of  the 
tmsts  m  their  inc^>tion  owe  their  growth  and  power  to  railroad  favoritism.  The 
beef  combine,  for  example,  and  the  oil  trnst,  and  so  oh. 

After  a  trust  is  once  on  its  legs  the  removal  of  railway  privileses  might  not 
break  it  down  In  many  instances,  Dnt  so  far  as  the  ongin  ot  trusts  is  concerned  a 
private  railway  syat^  is  of  the  utmost  importance,  and  with  many  trusts  and 
combinee  the  railroad  system  is  ot  great  importance  to  the  maintenance  of  their 

'Wl^e  I  am  on  that  matter  of  tmsts,  however,  I  want  to  say  I  am  not  one  of 
those  who  believe  that  public  ownership  or  complete  control  of  the  railroads 
would  abolish  the  trust  evil.  I  do  not  b^eve  that  ttOdng  away  the  protection  of 
the  tariff  from  truste  would  do  it.    Neither  am  I  in  favor  of  destroying  the  trusts. 


but  only  of  mcJdinfr  them  into  good  forms  and  directing  their  energies  in  proper 
cliannels.  I  think  that  the  organization  of  capdtal  is  one  of  the  greatest  advances 
of  the  sAe,  and  that  trusts,  onthewhole,  represent  a  movementintheline  of  prog- 


ress. Each  trust  is  abrotherhoodorcooperationontheinside.  It  gets  rid  of  the 
conflict  between  the  different  manufactnrers  orproducerswho  enter  it,  but  inten- 
sifies the  antagonism  that  is  left  between  that  group  and  other  groups  and  the 
public. 
Now,  if  we  carry  the  process  of  tmst  making  a  little  farther— the  same  process 
.  of  organization  of  industry  and  cooperation — if  we  extend  the  limits  of  the  trust 
idea  in  some  way  so  that  it  shall  cooperate  not  only  internally  bnt  externally, 
we  have  solved  the  trust  problem,  and  I  think  that  can  be  done  without  seri- 
ous break  simply  by  good  laws  of  taxation  and  other  laws  which  shall  make  the 
advantasee  ot  organizing  capital  on  the  lines  of  cooperative  industry  so  great 
and  the  disadvantages  of  o^»nizing  on  competitive  and  antagonistio  and  anti- 
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{mblic  lines  bo  great  that  capital  will  voluntarily,  of  its  own  motioD,tend  to 
organize  alone  cooperative  lines  instead  of  antipnolic  tines.  For  example,  take 
the  ordinary  level  of  taxation  on  common  competitive  bnsinesa  as  a  median  level, 
and  for  antipnblic  aggregations  of  capital  that  refuse  to  open  their  books  to  pub- 
lic inspection,  refnae  to  cooperate  or  to  allow  prices  and  wages  to  be  fixed  by  a 
board  of  arbitration  or  public  tribnnal — for  such  aggressive  combines  make  the 
taxes  higher  and  higher  m  proportion  to  tlieir  size  andantagonistie  spirit.  On  the 
other  hand  combinations  that  would  op«i  their  books  to  the  public  and  allow  the 
fizii^  of  profits  and  wages  and  prices  to  a  greater  or  lese  extent,  either  on  a  slid- 
ing scale  or  by  a  board  of  arbitration,  should  have  rates  of  taxation  below  the 
median  level — rates  progressively  lower  in  proportion  to  the  size  of  the  combine 
and  the  decree  of  public  spirit  and  cooperative  method  manifested  by  it.  By 
such  taxation  cooperative  organisation  would  bo  encouraged  and  aggressive 
organization  repressed.  The  motive  of  trust  formation  is  profit.  Solong  as 
profit  is  linked  with  aggressive,  antipnblic  organization,  capital  will  flow  in  that 
direction.  If  we  can  sever  profit  from  that  sort  of  organization  and  attach  it  to 
cooperative,  open-hearted,  pubhc-spirited  organization,  capital  will  unite  in 
cooperative  forms.  This  change  in  the  incidence  of  profit  can  be  made  b^  well- 
adjusted  progressive  taxes — aggressive  combinations  can  be  taxed  so  heavily  that 
it  will  mean  lose  instead  of  profit,  leaving  cooperative  combination  the  only  form 
of  organization  from  which  the  promaters  and  xtarticipants  can  derive  a  profit. 

In  Bome  such  way  as  tliat  I  think  we  can  solve  the  trust  problem  along  the  line 
of  voluntary  association  instead  of  along  lines  of  repressloo,  or  of  pubUo  owner- 
ship of  manufactnres. 

Sow  a  word  more  about  the  diffusion  of  wealth.  In  all  these  countries,  Bel- 
gium, Germany,  Austria-Hungary ,  and  so  on,  the  railroads  and  telegraphs  and  tele- 
phones are  instruments  of  wealth  diffusion,  not  millionaire  mills  nor  panper  fac- 
tories. They  do  not  manufacture  great  fortunes  fur  individuals  and  they  do  not 
force  t(^ther  lai^e  populations  in  the  slams  of  cities. 

The  policy  of  New  Zealand  is  definitely  and  expressly  in  favor  of  wealth  diffn- 
siou.  Everywhere  in  New  Zealand  the  people  and  officials  express  the  intent  "  to 
have  no  mUlionairesor  paupers."  They  administer  the  raUroad  system  and  every 
other  public  system,  including  the  land  system,  with  direct  reference  to  that 
intent— to  diffuse  wealth — and  that  is  the  reason  the  railroads  carry  the  unem- 
ployed below  coat  and  give  them  work  in  cooperative  groups,  and  help  to  keep  np 

e  extent,  by  threatening 
that  if  they  do  not  make  fair  prices,  lo'w  rates  will  be  given  to  small  concerns  at  a 
longer  distance,' and  so  bring  compet'tive  products  to  cut  down  the  prices  of  the 
combinations.  They  make  a  direct  effort  to  prevent  the  accnmolation  of  vast 
power  and  wealth  in  the  hands  of  the  few. 

DBMOCRACY. 

Now  a  word  as  to  the  attitude  of  these  two  systems,  public  ownership  and  pri- 
vate monopoly,  in  regard  to  democracy.  The  whole  trend  of  history  in  our  cen- 
tury is  toward  democracy  in  political  life,  and  1  suppose  none  of  us  Americans 
would  dispute  the  wisdom  of  that  tendency.  We  all  believe,  I  presume,  in  the 
reasons  on  which  it  is  founded — to  protect  the  people  against  injustice,  sure  to 
result  if  great  power  is  in  the  hands  of  the  few— arbitrary,  irresponsible  power; 
and  todevelopandeducate  the  people  through  the  activities  and responsibiuties  of 
self-government.  These  reasons  apply  just  ae  truly,  I  think,  to  industry  as  they 
do  to  politics.  Arbitrary  industrial  power  in  the  hands  of  a  few  leads  to  oppres- 
sion just  as  surely  as  arbitrary  political  power.  Political  j  ustice  requires  that 
every  member  of  the  political  group  of  reasonable  age  and  discretion  shall  have  a 
voice  in  the  political  control  of  the  group,  and  industrial  justice  requires  that 
every  member  of  an  industrial  group  of  reasonable  age  and  discretion  shall  have 
a  voice  in  the  industrial  control,  helping  to  determine  the  policy  of  the  group  and 
elect  its  officers.  The  educational  reason  also  applies  with  full  force  to  the  democ- 
ratization of  industry,  for  quite  as  much  development  of  mind  and  character  is 
to  be  attained  through  sharing  the  responsibilities  of  industrial  govemment  as 
by  participating  in  political  government.  Moreover,  real  political  democracy  is 
haraly  possible  where  you  have  industrial  aristocracy  or  the  concentration  of 
induHtnal  power  in  the  hands  of  the  few.  It  a  few  men  control  the  great  railway  ' 
systems,  telegraphs,  and  so  on,  they  will  necessarily  have  an  enormous  control 
not  only  over  industry,  but  indirectly  over  political  and  social  affairs;  so  that  per- 
fect and  real  equality  before  the  law  and  equal  sovereignty  or  democracy  in 
Kovemment  can  hardly  be  secored  unless  democracy  in  industry  is  joined  with 
democntcy  in  politios. 
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In  fact  I  beliere  that  the  underlying  o&tue  of  the  great  nnreBt  of  oar  tune  is 
that  we  have  eiperienced  an  enoriiiouBiiroKresainthe  accumnlation  and  diffneion 
of  intelligence,  and  in  the  difFosion  of  political  power  at  the  eame  time  with  an 
ever  intensif ]riiig  congestion  of  power  and  wealth  in  tbe  induHtrial  field;  and  the 
two  things  can  not  coeiist;  they  are  incompatible.  Democracy  of  intelligence 
can  not  continue  aide  by  side  with  ariatocracy  and  concentration  of  power  in 
indnstry. 

So  it  appears  to  me  to  be  of  fundamental  importance  to  consider  the  attitude 
of  the  two  systems  in  this  relation,  and  it  ie  of  conrse  apparent  that  the  publicly 
owned  monopoly  is  much  more  in  harmony  with  the  principlaa  of  democracy 
than  the  private  monopoly.  The  whole  people  own  the  pnbtic  plant.  The 
employees  and  all  the  citizens  are  copartners  and  coowners.  All  have  a  voice  in 
the  management  and  all  receive  a  share  in  the  proGta  and  benefits,  whereas  under 
the  private  system  the  power  and  profits  belong  to  a  few. 

If  you  should  mn  over  the  list  of  the  directors  of  the  Western  Union,  or  take 
the  names  of  the  leading  men  in  the  railway  systems,  you  would  see  how  deeply 
true  it  is  that  the  great  fortunes  are  clnstenng  abont  these  monopolies,  because 
they  are  produced  by  and  fostered  by  theee  monopolies, 

llie  very  reason  men  try  to  get  a  big  monopoly  le  that  it  enables  them  to  obtain 
more  than  a  fair  remuneration  for  the  services  they  render,  and  mote  than  they 
could  get  in  an  open  competitive  market,  and  JTut  so  long  as  they  have  private 
monopolies  they  will  be  able  to  get  more  than  a  fair  remnneration. 

PKTTATE  MONOPOI-y  MBAS9  SOVEBBIOM  POWER  IN  PRIVATE  HANDS. 

I  would  like  to  make  tliis  point  as  clear  and  definite  as  I  can.  Not  only  does  a 
private  monopoly  in  these  great  industries  antagonize  the  principles  of  democracy 
and  tend  to  establish  the  principles  of  aristocracy — concentration  of  powi^r  and 
wealth  in  the  hands  of  the  few — bnt  it  also  inrolves  the  exercise  of  what  is  troly 
sovereign  power  by  private  individuals  in  private  interest. 

John  Stuart  Mill  and  other  economists  are  agreed  that  the  char^  of  monop- 
olies engaged  in  essential  aervices  are  really  in  the  nature  of  taxation;  and  taaa- 
tion  is  certainly  a  sovereign  i>ower.  Monopoly  of  a  great  public  utility,  like 
transportation,  involves  the  power  of  levying  taxes  on  the  community.  I  would 
go  a  little  farther  and  say  that  the  great  mono|ioliBts  are  able  not  merely  to  tax 
the  people,  but  to  tax  them  without  representation  and  for  private  purptwes;  the 
people  are  not  represented  in  the  body  that  fixes  the  monopoly  taxes,  and  the 
taxes  go  into  private  treasuries.  Now,  taxation  without  representation  was  the 
cause  of  the  Revolution:  and  the  insignificance  of  the  taxation  then  in  question, 
compared  to  the  taxation  which  the  maases  of  the  people  are  suffering  at  the 
hands  of  the  monopolies  now,  is  very  evident.  If  tnis  taxation,  levied  by  our 
home  monopolies,  was  levied  by  an  outside  power  across  the  water,  there  would 
be  a  revolution  in  this  country  without  doubt.  But  we  are  estopped  from  any 
revolution,  or  any  serions  objection  so  long  as  the  laws  remain  as  they  are, 
because  we  have  assented  to  the  growth  of  this  system,  and  we  are  almost  as 
much  responsible  for  it  as  the  raOroads  and  telegraphs  themselves. 

Bnt  further,  it  is  not  only  taxation  without  representation,  but  for  private  pur- 
poses, and  please  note  that  no  le^slatnre  in  the  civilized  world  has  power  to  do 
that.  That  is  not  merely  sovereign  power— that  is  ultra  sovereign  power — power 
beyond  the  reach  of  any  accredited  sovereign  under  free  institutions,  under  con- 
stitntional  government. 

In  the  second  place,  the  control  of  the  ebb  and  fiow  of  commerce  in  foreign 
goods  in  competition  with  domestic  products  which  we  call  the  tariff — the  pro- 
tective tariff— is  a  sovereign  power,  and,  as  I  have  shown,  the  railroads  are  able 
to  nullify  or  to  make  duties  of  that  kind  inoperative,  usurping  thereby  the  sov- 
eretni  power  of  regulating  international  trade  and  even  overruling,  in  effect,  the 
regulations  tmpoeed  bv  Cwigress  to  govern  such  trade. 

In  the  third  place,  the  railroads  can  make  and  unmake  cities;  they  can  make 
and  unmake  private  fortunes,  and  even  make  or  mar  the  fortnnes  of  a  whole 
State  or  section  of  the  country.  That,  again,  appears  to  he  a  power  that  should 
not  be  lodged  anywhere  bnt  in  a  sovereign,  and  hardly  there.  I  can  not  con- 
ceive how,  under  free  institutions,  that  power  should  exist  anywhere.  The  aim 
should  be  equalization  and  not  the  making  or  marring  of  one  person,  city,  or 
State  at  the  expense  of  another. 

Again,  great  monopolies  are  able  to  exert  a  very  large  control  over  our  govem- 
menta  themselves.  We  are  all  familiar  with  the  fact  that  the  great  railroads, 
particoiarly  in  New  York,  Pennsylvania,  and  Illinoia,  carry  the  legislatures  in 
their  vent  pockets;  and  one  of  our  legal  WTit«rB,  Mr.  Lawson,  writing  on  railroad 


160  INDTTSTBIAI.   OOMMISBION: — TEABBPOBTATION. 

law  eome  time  ago,  warned  the  student  of  r^wa^  deciMonB  not  to  pay  mnoh 

attention  to  what  t^e  Bnpreme  oonrt  of  Pennsylvania  said  on  railroad  matters, 
because,  bo  far  aa  he  coald  make  ont,  the  Pennsylvania  Railroad  ran  the  anj^eme 
conrt  in  Pannaylvania  abont  as  BoocesaftiUy  as  they  did  their  own  trains.  There 
is  some  good  ground  for  sach  statements  as  that. 

Yanderbilt  used  practically  to  own  and  control  the  New  York  legislature  until 
Fifik  and  Goold  came  on  the  carpet,  and  then  it  was  a  question  which  of  the  two 
great  railroad  interests  should  get  its  bills  throngh  and  carry  its  points  ia  court 
and  legislature;  but  until  tbere  is  a  fight  between  great  monopolists  the  legisla- 
ture naually  yields  to  the  persuasions  of  any  great  monopoly. 

Even  in  SlaBsachnsettB,  where  we  are  supposed  to  have  a  pretty  good  state  of 
affairs.we  find  it  practically  impossible  to  do  anything  effective  in  the  legislature 
against  the  railroads,  or  the  street  railways,  or  the  great  gas  and  electric  light 
interests.  When  we  did  sncceed,  after  several  years'  effort,  in  getting  a  gas  and 
electric  tight  law  permitting  the  cities  to  establish  municipal  pla&ls,  tne  monopo- 
lists  stic<»eded  in  pntting  in  a  clause  which  nearly  nnllified  the  benefit  of  the 
law  by  w^ilring  the  conditions  so  severe  that  towns  and  cities  have  found 
it  very  difficult  to  take  advantage  of  it.  The  law  establishing  the  State  board  of 
gas  and  electric  light  commissioners  was  drawn  by  the  attorney  of  the  gas 
monopoly— drawn  to  protect  the  companies  and  put  the  public  to  sleep,  while 
giving  it  little  real  benefit.  And  when  a  commission  was  sent  by  the  legislature 
all  over  the  country  to  Btudy  public  gas  plants  and  electric-tight  plants,  they 
took  the  attorney  of  the  gas  and  electric  light  companies  along,  and  in  one 
instance,  at  least,  it  was  shown  that  the  gas  attorney  wrote  the  report,  and  of 
course  the  report  did  not  say  anytMng  very  favorable  to  public  ownership.  The 
superintendents  of  two  or  three  places  wrote  letters  objecting  and  saying  they 
had  been  totally  miBrepresented;  and  the  Bnperintendent  of  the  gasworks  in 
Richmond  wrote  ttiat  the  report  contained  positive  lying  and  totally  misrepre- 
sented the  facts. 

Governor  Pingree  said,  after  his  en>erience  as  mayor  of  Detroit,  ttiat  the  street 
railways  owned  the  council  body  and  soul.  They  n'ouldpay  (U.OOO  for  a  member 
and  even  tried  to  buy  the  mayor  himself,  offered  him  $75,000  to  sign  a  bill,  and 
another  time  the  Tnonopolies  offered  him  a  trip  aroond  the  world  if  he  would  do 
Bometliing  they  wanted  him  to.  In  cit?  after  city  and  State  after  State  we  have 
the  testimony  ttiat  these  great  monopolies  are  exerting  their  influence  to  control 
the  government. 

In  all  these  ways  therefore  the  private  monopolies  involve  the  exercise  of  sov- 
ereign power,  and  in  some  cases  even  nltra  sovereign  power,  and  such  power 

ought  not  to  be  intrusted  ' ' — '" ' — ""     "-'-^> '- '- '-'  ■  •- 

the  great  monopolies,  for 

JUSTICE,  GOOD   OOVERNHENT,  AND  OBEPIKNCE   TO  IiAW. 

Public  ownership  tends  to  justice  by  eliminating  personal  discrimination  in 
rates,  by  mahing  fairer  rates  to  develop  the  country  in  every  way,  and  by  treat- 
ing the  employees  in  a  more  just  and  hnmane  manner  as  a  rule.  The  t«ndency 
is  to  increase  wages  and  shorten  hours.  The  aim  and  purpose  is  more  likelr  to  be 
in  the  direction  of  justice  tiian  where  personal  interests  dominate  the  policy  of 
the  system. 

As  to  good  government:  In  the  first  place,  so  f ar  aa  the  preseore  upon  legisla- 
tive Kovemment  is  concerned,  the  removal  of  the  great  private  monopolies  would 
clearly  at>olish  one  of  the  principal  causes  of  our  present  difficulties  with  legisla- 
tive bodies;  but  when  we  come  to  the  administrative  side  of  the  government  we 
are  met  by  the  difficulty  of  an  increase  of  patronage,  which  undoubtedly  is  a 
very  great  and  serious  danger,  and  which  makes  me  feel  that  we  are  not  yet 
ready  for  public  ownerstup  of  railroads  in  this  country,  because  that  difBcnlty 
could  only  be  overcome,  I  believe,  through  a  state  of  public  sentiment  so  earnest 
and  so  intelligent  as  to  secure  a  complete  enforcement  of  thorough  civil-service 

'^Is  difflcntty  has  been  overcome  in  the  republic  of  New  Zealand,  and  to  a 
large  extent  it  has  been  overcome  in  the  reimbucs  of  Anstralia  with  the  railroad, 
telegraph,  aud  telephone  systems.  There  is  stUt  some  difficulty  with  it  in  Aus- 
tralia, and  there  is  still  necessity  in  New  Zealand  for  careful  watch,  although 
they  have  very  thorough  civil-service  rules,  and  they  are  well  lived  up  to. 

In  Germany  there  lias  not  been  nearly  so  much  trouble  on  tliis  account,  because 
they  adopted  a  thorough  civil-Bervice  system  at  the  time  they  put  the  railroads 
into  public  hands,  and  the  power  of  the  Government  has  been  such  that  the 
system  has  been  excellently  carried  oat. 
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the  very  best  examtjie.  or  one  of  the  best,  of  the  thorough  enforc«inent  of  good 
civil-Bervice  regulatioas,  ao  that  a.  change  of  party  in  Great  Britain  involves  no 
ofaiuiKe  except  that  of  forty-odd  heads  of  departments  who  control  the  political 
policy  of  the  Qovemment,  and  there  ia  no  ctuinge  of  employees  or  subordinate 
officials  whatever. 

We  have  in  this  country  in  the  poat-offloe  some  clvil-aervice  rules  in  force  to  a 
certain  very  limited,  and,  I  think,  serionBly  defective,  extent;  and  I  am-  aorry  to 
say  there  isa  tendency  just  now  toward  retrogreaaion.  NevertbeleaH,  it  is  simply 
a  difficulty  in  the  adminiatration,  which  a  thorongh  organization  can  overcome 
as  has  been  proved  by  experience  in  other  lands. 

England  ia  quite  aa  democratic,  on  the  whole,  aa  Ameriga,  in  spite  of  the  fig- 
nrehead  of  the  Crown.  New  Zealand  ia  certainly  fully  as  democratic  p,b  America, 
and  they  have  solved  this  problem.  We  oaght  to  be  able  to  solve  it  also,  and  I 
think  we  can  aolve  it  at  any  time  the  people  are  aroused  sufficiently  to  demand  it. 

Moreover,  the  transfer  of  great  intereats  to  public  ownership  in  a  community 
of  reasonable  civic  interest  and  enlightenment  creates  one  of  the  strongest  inflU' 
encee  tending  to  secure  thorough  civil-service  regulations,  because  it  makes  the 
necessity  and  importance  of  anch  regulationa  so  mnch  greater  that,  if  the  people 
have  any  intelligence  and  civic  patriotism  at  all,  they  will  require  honest  and 
careful  administration,  and  the  wider  and  more  important  the  public  business  is 
the  more  likely  a  really  intelligent  people  is  to  demand  good  civil  service. 

It  is  a  question  of  the  degree  of  civilization  of  the  people.  If  they  are  in  the 
state  of  civilization  that  New  York  City  is  at  the  present  time,  largo  nionopolies 
in  the  hands  of  the  public  are  not  proper,  for  the  city  has  not  yet  shown  itself 
capable  of  rising  to  the  occasion.     I  ho^  and  believe  they  will  in  the  near  future. 

In  England — take  Glasgow  and  Birmingham— the  increase  of  public  ownership 
of  great  monopolies  proved  to  be  one  of  the  most  powerful  farces  moving  toward 
the  politicai  purification  of  those  cities,  because  the  people  were  in  a  condition 
where  the  vast  increase  of  intereata  awakened  their  civic  patriotism  to  new  effort, 
They  said,  ■'  Look  here,  the  business  in  the  hands  of  public  servants  is  getting  so 
tremendously  important  It  will  not  do  to  let  thia  tning  be  run  by  a  nng.  We 
muat  see  that  it  is  run  honestly  and  fairly,  and- we  must  rouse  ourselves  and  go  to 
the  polls  and  vote  for  honest  men."  And  they  have  done  it.  and  it  has  purified 
those  governments.  The  mayor  of  Birmingham  some  years  ago  wrote  an  article 
in  one  of  our  leading  reviewa  in  which  he  attributed  a  large  part  of  the  political 
development  and  purification  of  Birmingham  to  the  increase  of  public  ownership 
in  that  city. 

PUBLIC  OWNBaSHIP  o 

9-  (By  Mr.  A.  L.  Harrib.)  Should  public  ownership  of  public  utilities  become 
muveraal  and  controlled  by  the  civil  service,  as  you  have  just  described,  would 
not  that  build  np  an  office  claaa  that  would  cause  a  great  deal  of  unrest?— A.  May 
I  Bay  just  a  word  more  about  this  other  matter,  andthen  deal  with  that.  I  want 
to  add  on  the  patronage  ^int  that,  while  we  are  conaidering  this  subject  of  the 

Solitical  aspects  of  public  ownership,  it  seems  to  me  very  essential  to  nol^  the 
iSerence  between  public  ownership  and  Government  ownership.  The  two  are 
not  the  same,  are  not  identical.  For  example,  Rnasia  haa  Clovernment  ownerahip 
of  railroads,  but  she  has  no  real  jjublic  ownership,  although  the  railroads  are 
largely  administered  in  the  public  interest.  She  haa  no  real  public  ownership, 
because  the  people  or  the  public  does  not  own  the  Government.  If  the  Govern- 
mentisa  private  monopoly,  everything  in  tJie  bands  of  the  Government  is  a  private 
monopwly.  Philadelphia,  they  sometimes  say,  used  to  have  public  ownership  and 
operation  of  the  gaa  works,  but  from  my  atndiea  of  Philadelphia  I  do  not  think 
there  waa  really  public  ownerahip  of  gas  works  there  in  any  true  sense,  because 
the  people  did  not  own  the  councils;  private  monopolies  owned  the  councils  and 
not  the  people,  aa  shown  by  the  fact  that  conncils  refused  to  snbmit  the  question 
of  leasing  Uie  works  to  a  referendum.  Maae  meetings  were  held,  and  there  were 
tremendous  protests  through  the  press.  I  think  every  naper  in  the  city  appealed 
to  conncils  to  submit  the  lease  to  the  people  to  see  whetner  they  would  vote  for  it 
or  not,  and  the  councils  would  not  even  do  that.  They  would  not  allow  the  lease 
to  go  to  the  people  on  referendum. 

Now,  in  the  light  of  thia  distinction  between  public  ownerahip  and  Government 
ownership,  the  argument  I  have  been  making  about  pubUc  ownerahip — while  it 
applies  in  a  certain  degree  to  Government  ownerahip,  in  proportion  as  Otivemment 
ownership  ia  real  pubUc  ownership  and  not  private— <ioM  not  apply  to  the  system 
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tlal  point  to  keep  in  view  in  considering  ptiblic  ownership  is  that  the  people  mu&t 
have  public  ownership  of  the  Govemment,  mnat  own  their  conncils  and  their 
lesislaturee.  before  they  can  hope  to  make  a  aaccesa  of  the  public  ownerHhip  of 
indufltria]  uionopolieH.  The  Government  itself  ia  ft  monopoly  and  a  public  utility, 
and  the  doctrine  of  the  public  ownerehip  of  monopolies  and  public  ownership  of 
public  utilities  includea  »a  its  most  important  element  the  public  ownership  of  the 
Govermnent.  Nov.  complete  public  ownership  of  the  Govemment  ittvolveit  civil- 
service  reform,  and  I  thmk  it  involves  also  a  system  of  direct  nominations  and 
direct  legislation,  so  that  the  people  can  at  all  times  control  their  representatives 
and  their  administrative  officers;  so  that  if  they  do  what  the  jieople  do  not  want. 
the  people  can  call  them  down  (jnst  aa  we  can  stop  our  ajfent  or  architect  if  he 
attempts  to  act  in  onr  basinefls  in  a  way  we  do  not  approve) ,  or  if  the  representa- 
tives refuse  to  do  what  the  people  desire,  the  people  can  instruct  or  compel  them 
to  do  as  the^  wish,  or  enact  the  popular  will  into  law  at  the  polls  in  spito  of  conn- 
cild  and  legislatures.  That  is  a  fundamental  element  in  the  phitosopny  of  public 
ownership,  the  key  to  the  whole  situation.  . 

Now,  your  question  was  in  I'^rard  to  the  building  up  of  a  great  office  class.  I 
think  that  is  a  serious  difficulty.  At  the  same  time,  if  this  matter  I  have  juBt 
been  speaking  of  is  duly  rogardea,  there  is  nothing  Hlarming  about  an  pffice  class. 
Those  puhhc  servants  under  a  fair  system  of  civilBervice  would  be  as  free  as  the 
present  servants  of  the  Kxeat  monopolists,  and  I  think  freer.  Tliey  conld  vote  as 
they  chose.  In  fact.  tsAe  the  carriers  in  the  poat-ofSce  now.  They  do  not  vot«  - 
all  one  way  by  an^  means.  They  are  Democrats,  Republicans,  and  Populists. 
R-ohibitionists,  Social  Democrats,  Union  party  men,  and  nonpartisans,  and  they 
we  not  discharged  because  of  their  political  affiliations.  Public  emplovees  are 
freernowas  a  rule  than  the  employees  of  private  corporations;  and  when  the 
people  really  become  aroused  to  the  need  for  good  c^vil  service,  public  employees 
will  be  perfectly  free  to  vote  as  they  please.  S">  lon^  as  they  do  thei^  work  well 
they  will  be  snre  of  their  places  no  matter  what  their  tulitics.may  be,  which  is 
more  than  can  be  said  of  the  employees  of  onr  private  monopolies.  New  Zealand 
ie  our  best  example,  perhaps.  The  English  telegraph  is  very  good;  but  the  New 
Zealand  railwavs  and  telegraphs  and  telephones  treat  their  employees  in  such  a 
way  that  they  feel — the  universal  testimony  is  that  they  leel  alisolutely  free,  not , 


merely  to  vote  as  they  nlease,  but  to  criticise  their  own  G  ivemment.  Every 
railway  officer  and  employee  has  a  vote  in  electing  the  appeal  board  or  arbitr" 
tioQ  court  that  settles  all  questions  between  employees  and  the  Govemment. 


is  a  bit  of  real  industrial  democracy.  Any  employee  who  is  dischatgi^  can  appeal 
to  the  judicial  tribunal  to  decide  upon  the  jnstness  of  the  dixmissal,  or  if  he  in 
degraded,  or  his  wages  are  changed,  or  if  he  is  not  treated  rightly  in  any  way.  he 
can  appeal  to  the  board  to  determine  the  justice  of  the  case.  It  is  a  court  In  full 
power,  and  the  employees  have  far  more  liberty,  both  industrially  and  politically, 
than  they  have  under  our  system  of  private  monopoly.  There  is  little  or  no  tend- 
ency, so  far  us  I  am  able  to  aNCi'itam,  either  in  the  English  telegraph  or  in  the 
German  ])ublic  systems  to  eseit  even  the  slightest  control  over  the  politics  or 
religion  of  employees.    In  New  Zealand  there  is  absolutely  none. 

Q.  (By  Mr.  Litchmak,)  Do  you  take  into  consideration  in  that  analysis  the 
contra.>it  between  the  conditions  in  a  new  country  like  New  Zealand  and  the  con- 
ditions in  onr  own  country? — A.  Yes;  I  admit  that  it  would  be  more  difficult  in 
this  country  to  organize  and  carry  on  a  thoroughly  good  system,  both  because  of 
its  size  and  because  it  has  got  to  running  in  rnts  that  are  not  in  the  right  direc- 
tion. But  the  problem  can  be  solved  on  the  same  lines  here  as  elsewhere. 
America  is  used  to  larger  aiiairs  than  other  countries,  and  her  strength  is  greater 
than  theirs,  as  well  as  her  difficulties.  Moreover,  the  size  of  our  railway  systems 
multiplies  and  intensifies  the  evils  of  private  monopoly  in  transjiortation,  magni- 
fying the  need  of  public  ownership  in  even  greater  proportion  than  the  difBculty 
of  it.    Everything  is  on  a  lar^e  scale — system,  strength,  need,  difficulty. 

Q.  Now,  doesn^  that  reach  the  point  where  yon  can  consider  the  question 
which  I  asked  this  morning,  that  perhaps  the  greater  eit<?nt  of  mileage  and  coiiKe- 

quently  vaster  extent  of  the  problem  itself  in  America . — A.  (Interrupting). 

Would  make  it  more  difficult '( 

(J.  Would  t*nd  to  approach  a  question  of  impossibility? — A.  No,  I  think  not. 
The  difficulties  resulting  from  size  do  not  reallj;  affect  the  <iuestinn  of  public 
ownership  as  compared  with  private  ownership  in  the  same  country,  for  those 
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difficalti«s  apply  to  private  roads  aa  well  ua  public.  In  any  ^ven  c<nuitry,  what- 
aver  its  size,  it  part  of  the  people  tan  own  and  operate  a  railway  system,  snrely 
the  whole  people  should  be  able  to  accomplieh  ae  much  as  a  piut  of  the  people 
can.  It  would  be  a  coIosbaI  andertakiiig,  if  we  uontemplated  the  taking  ot  the 
railroad  system,  telegraph  and  telephone,  etc..  all  atone  gnlp;  it  woold  be  almost 
like  a  man  trying  to  eat  a  dinner  at  one  mouthful,  but  nnder  any  fairly  arranged 
system  of  transfer,  such  oh  that  or^nized  in  Pi'imsia,  for  eiample,  we  would  take 
one  great  line  at  a  time,  and  organize  that  thoronghly  on  the  basis  of  the  present 
«npToyees  and  offlcers,  superintendentw,  manners,  ete.,  as  agents,  to  operate  for 
a  big  bodv  of  stockholderf.  the  whole  people,  instead  of  operating  as  at  present 
for  a  small  body  of  stockholderH.  That  is  the  only  differenoB  no  far  as  the  opera-" 
tion  is  concerned.  Now,  then,  if  the  big  body  of  stockholders,  the. people,  get 
sense  enough— ^it  is  only  a  question  of  intelligence — get  sense  enough  to  make 
proper  bv-Iaws  and  regulations  bo  that  these  agents  will  run  the  tiling  under 
reasonable  conditions,  I  think  they  can  mu  the  system  for  the  big  body  of  stock- 
holders just  as  intelbgently  and  just  as  honestly  as  for  a  little  body  of  stock- 
holders— more  honestly  probable,  fitr  they  would  not  be  under  the  same  tempta- 
tion to  make  private  concessions,  rebates,  ote.,  as  they  are  now.  Then,  of  course. 
there  must  be  good  civil  service  rules  to  prevent  disoiisRale  without  cause;  you 
would  have  to  have  that  at  the  start.  Then,  after  some  experience  with  the  one 
system,  we  can  do  as  Prussia  did,  take  others  gradually,  and  we  can  give  fair 

E trices  for  the  roads,  I  think,  in  the  same  way  that  Prussia  did.  We  can  say  to 
he  railroads,  '-estimate  what  you  ought  t<)  have  for  your  road,  and  if  it  is  fair  we 
will  pay  it,  but  we  warn  you  to  be  fair,  otherwise  we  will  apply  to  yoii  the  prin- 
ciple of  competition,  which  you  admire  so  much,  until  you  are  reaily  to  do  what 
is  fair."  In  that  way  Prussia  bought  her  railroads  for  very  reawmable  value. 
fair  te  the  owners  and  fair  to  the  people.  We  could  do  something  like  that. 
^though  perhaps  we  could  not  get  entirely  satisfactory  terms  without  a  pre- 
liminary process  of  legislation  to  squeeze  out  some  of  the  water  in  ouf  railroad 
capital. 

Q.  How  many  railroad  hands  are  there  estimated  te  be  in  the  United  States? — 
A.  Oh.  I  think  something  like  800,000  or  over. 

Q.  Suppose  that  SOO.OW  people  were  «nder  one  party'3  control  or  management, 
which  would  naturally  be  the  case  with  the  appointments  under  whatever  ]tarty 
was  in  power,  h[iw  would  you  eliminate  the  sectional  question  which  Mr.  Kennedy 
asked  yon  about  this  morning— preferences  of  section  rates,  or  whatever  may  be 
given  one  section  of  the  country  against  another? — A.  I  would  deal  with  it  in  the 
same  way  that  Germany  has  dealt  mth  it — atlvisory  councils  and  a  national  coun- 
cil representing  and  ©t^naliTing  thrf  pretwure  of  interests  from  all  sections.  You 
can't  get  rid  of  the  sectional  question  entirely,  hut  you  can  go  a  longways  toward 
it  by  such  a  system.  In  the  first  pliwe.  I  do  not  admit  that  the  800.000  employees 
wonld  be  under  the  political  control  of  the  party  in  iwjwer.  I  have  clearly  stated 
that  civil-service  rales  controlling  appointment! ,  promotions,  etc.,  on  the  merit 
system  must  be  apart  of  any  true  system  of  pnhlic  railways.  Every  appointment 
must  be  by  merit  or  competitive  test,  and  every  employ,  e  dischaiged  mus*  have 
an  appeal  te  an  impartial  tribunal  to  *Ty  his  case.  No  appointments  except  for 
ment,  and  no  discharges  except  for  cause,  and  a  public  sentiment  back  of  the  law 
that  will  see  it  enforced.  Thct  is  why  I  emphasize  the  necessity  of  strong  publio 
sentiment.  Coming  hack  to  the  sectional  question,  local  directories  and  local 
advisory  boards,  representing  the  various  interests  of  the  locality,  and  sending 
'■--ir  representatives  to  the  national  council  would  balance  and  har —-  -- 


tional  interests  far  better  and  deal  with  theui  far  more  justly  in  every  way  than 
they  are  dealt  with  by  private  railways.  In  that  way,  in  Germany,  through  the 
discussions  of  these  representative  Ixidies.the  connterbalancing  influences  of  these 
representatives  from  different  parts  of  the  country,  the  railroad  system  is  kept 
practically  just  and  reasonable, 

Q.  Do  yon  think  that  system  of  advisory  lj<«rds  would  apply  to  a  road  8.000 
miles  long?— A.  Yes;  or  a  hundred  thousand. 

Q.  With  the  dive:-sity  of  interests  in  different  places? — A.  No  trouble  about 
that;  the  local  representative  board  expresses  what  its  local  interests  require,  and 
then  it  sends  its  representative  to  the  national  council,  where  State  and  sectional 
irtereets  would  reach  a  reasonable  adjustment,  as  they  do  in  Congress  now,  an 
adjustment  in  the  light  of  publicity  and  after  full  discussion  and  investigation. 
instead  of  adjustment  by  the  arbitrary  will  ot  a  few  railroad  men,  who  decide  in 
reference  to  their  own  private  profit  and  not  according  to  the  interests  of  the  sec- 
tion involved  or  of  the  countir  as  a  whole. 

Q.  Wonldnot  thissystem of  civil  service,  as  outlined  by  yon,  necessarily  involve 
a  system  of  penmoningT— A.  Of  old  age  pensioning? 
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Q.  Yes.— A.  Yes.  I  thoroughly  believe  in  that.  Old  age  inBunmce  is  »  bettor 
Dame  for  it 

Q.  Are  you  aot  doing  exactly  wliat  Qovernor  Harris  aeked  aboat — eatabliehing 
an  aristocracy  of  officeholders? — A,  I  believe  in  pensioning  or  insuring  aii  employees 
Id  theconntry,  notonlyon  railroads.  A  man  who  has  workedhoDestlyandindnx- 
triouslyduringhisyearsof  health  and poweris  entitled  to  areasonableeuBtenance 
in  his  old  age.  I  see  no  aristocracy  about  giving;  old  people  the  means  of  com- 
fortable existence  any  more  than  it  is  creating  an  aristocracy  to  givd  little  babies 
a  comfortable  subsistence. 

O.  I^  not  this  whole  Question  of  vonrs  a  direct  creation  of  a  special  class  of 

,__„....    _  .  _  ..Itbink  not,  unless  just  treutment  can  be 

Public  employees  are  more  justly  treated  as  a  mle  than  the 
employeeff  of  private  corjiorations,  but  they  get  no  more  than  is  fairly  due  to 
labor.  But  even  if  we  waive  the  objection  to  the  misleadingelement  in  the  phrase 
and  call  them  a  ■■favored  class,"  the  difference  ia  only  temporary.  They  have 
come  up  nearer  to  the  level  on  which  allemployees  belong,  and  the  rest  willfoUow. 
Railroad  employees  will  not  be  any  more  favored  than  other  employees,  provided 
the  progress  in  <ither  branches  of  industry  keeps  pace  with  the  progress  in  the 
railroad  system.  We  ought  to  have  pnblic  ownership  of  other  monopolies,  and 
cooperative  industry  in  other  bueinesses  that  are  not  monopolistic,  and  if  the 
progress  in  these  other  branches  keeps  pace  as  it  ought  to  with  the  development 
of  the  railroad  sj;stem,  there  woald  be  no  privileged  class  at  all.  At  present  I 
suppose  the  carriers,  the  regular  employees  of  the  post-ofBce,  art  in  one  sense 

Sri^lege<l,  but  that  is  inseparable  from  the  fact  that  our  civilization  does  not 
evelop  all  at  once  all  along  the  line,  and  I  did  not  suppose  it  was  an  objection  to 
the  public  post  that  it  treated  its  employees  better  tlian  street  railway  employees 
are  treated,  or  the  workers  in  our  coal  mines,  or  tele^aph  offices,  or  sweat 
shops.  I  supposed  it  was  one  of  the  strongest  arguments  in  favor  of  public  own< 
ersnip,  that  it  tends  to  the  elevation  of  labor,  better  wages,  shorter  hours,  sick 
relief,  old  age  pensions,  etc.  K  the  creation  of  this  sort  of  favor  is  a  valid  objection 
to  public  ownership,  the  objection  applies  to  the  post-office,  fire  service,  police 
departments  of  our  cities,  and  State  andmnnicipal  employment  in  general, 

Q.  (By  Mr.  A.  L.  Harris.)  Would  there  not  be  danger  of  this  large  army  of 
officials  banding  together  and  demanding  of  legialatora  legislation  especially  in 
their  favor?— A.  Suppose  we  take  800,000  people.  There  are  over  18,000.000  voters 
in  the  country,  16,000,000  or  17,000.000  that  exercise  their  right.  Now, can  800,000 
people  have  their  way  against  the  majority  of  the  people? — If  that  800,000  peo- 
ple wished  to  accomplish  anything  that  the  rest  of  tne  people  did  not  want  them 
to  accomplish  they  could  not  do  it.  The  80'0,000  railroad  employees,  even  if  a 
solid  unit,  could  not  win  against  a  majority  of  the  people— 8,000,000  or  10,000,000 
of  voters.  If  they  did  win,  it  would  be  berause  they  had  a  majority,  and  it  they 
bad  a  majority  with  them  they  oughtto  win. 

Q.  (By  Mr.  LiTCHMAV.)  Could  they  not  accomplish  it  if  the  people  were  not 
willing  but  they  were  not  so  well  organized?^A.  That  is  simply  a  question  of 
intelligence.  It  is  not  likely  the  railroad  employees  would  have  all  the  brains. 
Until  the  people  are  intelligent  enough  to  unite  to  carry  out  their  purposes  we 
do  not  want 

Q.  (Interrupting.)  Do  we  not  reach  that  result  in  the  very  examples  you  have 
given,  where  they  do  not  have  800.000  people,  yet  they  do  manage? — A.  They  do 
it  through  the  immense  control  of  vast  property  and  wealth.  Tbey  have  enor- 
mous private  profits  of  their  own  to  spend.  How  could  that  be  applied  to  poblic 
ownership?  You  have  no  such  power  as  that,  and  under  civil-service  rules  there 
would  be  no  offices  to  give.  The  English  telegraph  does  not  enable  any  of&cera 
or  band  of  officers  to  control  anything  to  apeak  of. 

Q.  It  seems  to  me  that  yon  do  not  make  clear  the  application  of  the  theory 
whichyonrecentlyhadapparentlyclearasappliedto  a  small  undeveloped countrj-, 
or  to  a  highly  developed  country  that  ia  also  small — you  do  not  make  that  theory 
clear  when  applied  to  a  vast  este- 1  of  teriltory  like  our  own,  with  its  great  diver- 
ait ;  of  industrieeand  m-eat  diversity  of  thought  and  application, — A.  Yes;  but  if 
it  &  a  fact  that  the  public  system  is  a  thorough  success  in  New  Zealand,  nnder 
democratic  organization,  that  the  [leople  are  intelligent  and  wide-awake  enough 
to  look  out  for  it  there,  then  it  is  simply  a  ijuestion  of  solving  the  same  sort  ol  a 
problem  under  slightly  more  difficult  circumstances  on  the  same  priciples,  on  the 
same  lines  exactly — a  little  bigger  problem.  The  same  elements,  the  same 
principles,  pablicity,  watchfulness,  balancing  of  interests — if  the  people  of  each 
state  watch  the  railroads  as  New  Zealand  does,  then  the  businetis  in  that  locality 
will  go  all  right,  and  the  representatives  of  the  local  orgudnations  \ri11  odjtut  the 
interstate  interests  in  the  National  Council.  '  ~       ' 
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tion  busimiBfi  in  competition,  the  si 

roadbed  that  ie  the  monopoly. — A,         ._    .    .         _  .._ _. 

notiippeal  tomebecaiiEeit  doesnotelimiiiat«  the  element  of  antagoniBm. of  interest 
which  I  think  lies  at  the  bottom  of  the  whole  thing,  and  I  do  not  believe  either  in 
the  possibility  of  running  the  railroads  on  the  principle  of  competition  with  good 
resTUts.  Competition  means  the  bnildingup  of  great  cities,  and  of  private  individ- 
nals.  and  the  system  of  distriuiination  would  be  kept  up  if  private  parties  owned 
tfae  business,  no  matter  who  owned  the  roadbed;  and  I  do  not  believe  we  conld 
solve  the  problem  in  that  way  in  its  most  vital  elements.  Moreover,  the  practical 
difficulties  of  the  sort  of  competition  yon  speak  of  have  been  fonnd  to  be  insuper- 
able.   That  was  the  theory  oi  railway  service  in  the  early  days,  but  it  was  fonnd  to 


each  company,  and  neither  service  is  as  Kood  as  it  ought  to  be,  and  finally  the  two 
companies  get  tired  of  lighting  and  combine,  and  ;^ou  lose  even  competitive  rates 
and  nave  to  pay  dividends  on  a  double  capitalization. 

MBANINO  OF    UONOPOLY. 

O.  (By  Mr.  FARQUHAJt.)  Yon  haveosedveryfreqaentl^theword  "monopoly.'' 
ana  I  think  it  would  be  fair  to  this  commission  and  to  j'our  whole  address  to  have 
an  exact  definition?— A.  I  defined  it  exactly  this  morning. 

Q.  Let  us  have  it  again. — A.  I  define  monopoly  as  any  advantage  which  tends 
to  shut  oat  competition,  whether  it  be  a  franchise,  railroad  rebate,  or  other  privi- 
l^e — a  vast  combination  of  wealth,  the  ownership  of  land,  mines,  or  whatever  it 
"  it  tends  to  shut  out  competition. 
_  _  a  for  public  ownership  of  monopoly.     Or,  otherwise, 

m  socialized  public  service, — A.  I  should  not  confine  my  plea  for  public  owner- 
ship to  monopoly.  I  think  thereare  cases  like  public  Kchoola  and  libraries,  and  fire 
departments,  and  so  on,  where  there  is  no  monopoly  necessarily,  where  still  the 
advantages  of  simplification,  and  the  depth  of  pubhc  interest  in  the  service,  and 
the  importance  of  entire  diffusion,  bringing  the  service  wittiin  reach  of  the  poor 
as  well  as  the  rich,  and  other  considerations  are  so  vital  that  public  ownership  is 
a  necessity,  without  regard  to  the  element  of  monopoly. 

8.  Can  you  name  a  railroad  in  this  country  that  is  a  monopoly?— A.  Yes;  every 
road  is  a  monopoly.  Every  railroad  has  advantages  in  regard  to  its  local 
trafllc  which  tends  to  shut  out  competition  in  regard  to  that  traffic. 

Q.  How  is  it  with  other  industries — the  carpet  trade,  the  cotton  trade,  the  iron 
trade?  Where  is  your  line  of  distinction  on  monopoly  coining  in  there? — A.  The 
name  as  before.  If  a  concern  has  a  grip  en  the  market  that  t«nds  to  shut  out 
competition,  it  is  to  that  extent  a  monopoly, 

Q.  But  you  said,  competition  being  elimmated  it  became  a  monopoly. — A.  No; 
I  said  this:  any  advantage  whi<'h  teiKls  to  shut  out  competition,  if  it  only  xhuts 
out  a  little  competition,  if  it  shuts  it  ovit  partly.  There  is  some  comiM.'tition  in 
every  monopoly.  A  gas  plant  has  to  compete  witn  the  electric-light  plant,  or  with 
petroleum.  Monopolies,  as  we  ordinarily  use  the  word,  are  businCBses  which  have 
great  advantages  which  tend  to  shut  out  comi>etitJon:  whereas  a  uian  who  is 
manufacturing  shoes,  for  eiamplf ,  in  the  ordinary  way,  haw  no  monoix)ly — any- 
body with  a  little  capital  can  go  into  shoe  manufacturing  and  manutacture  on 
equal  terms  with  sucn  a  concern. 

Q.  Bnt  your  own  advocacy  here  of  municipal  ownership.  State  ownership, 
national  ownership,  governmental  ownership,  creates  the  greate-^t  uionoiKilit's  in 
the  country,  standing  by  your  own  definition.— A.  Exactly;  but  I  have  no  fault 
to  find  with  putJic  monopoly;  the  evil  lies,  not  in  public  monopoly,  bnt  in jiricate 
monopoly,  that  monopoly  which  is  used  for  private  interest  instead  oi  public 
int«r^. 

Q.  (By  Mr.  Litchma.n.  )  The  fault  is  not  with  monopoly,  but  private  owner- 
ohip  at  monopoly^— A.  Exactly, 

SCOPK  OF  PUBLIU  OWNERSHIP. 

Q.  will  yon  auggest  what  lines  of  industry  you  would  monopolize  nnder  public 
control,  o?  control  in  the  public  interest?— A.  I  think  that  is  to  be  decided  Btg> 
by  step,  going  as  fast  as  experience  and  the  sentiment  of  the  people  and  the  evils 
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Q.  Have  yon  not  in  some  measure  tboaght  that  oat  far  enough  to  give  an 
expreBaiont — A.  I  believe  in  the  public  ownerahip  of  the  great  monopolies,  fran- 
chises, public  atilities.  nalniral  monopolies,  monopolies  of  eeeential  serricee. 

Q.  Transportation  abA  transnussioii  of  intelligence;  you  include  those? — A. 
Yes;  and  gaa  and  electric-light  works. 

Q.  How  about,  for  instance,  fuel? — A.  Well,  aa  far  ae  the  commerce  in  fuel  is 
concerned,  I  think  that  the  principle  of  forcing  organization  of  capital  into  the 
channels  of  voluntary  cooperation  will  work,  and  I  am  in  favor  of  trying  to  get 
capital  and  labor  to  organize  in  voluntary  forms  of  cooperation,  t  think  tbey 
have  all  got  to  come  to  cooperation,  but  I  am  in  favor  of  trying  t«  get  it  so  far  as 
possible  tnrough  the  channel  of  federation  of  voluntary  cooperative  gronps. 

Q.  How  would  you  apply  that  m  a  case  like  anthracite  coal,  for  instance,  where 
the  entire  body  of  coal  la  already  in  the  control  and  ownership  of  capital? — A.  The 
coal  industry  at  its  sonrce  in  the  mines  ia  a  natural  monopoly  of  tne  first  impor- 
tance, and  I  say  public  ownership  of  coal  mines. 

S.  (By  Mr.  Fahquhar.)  Suppose  that  you  take  over  the  street  railroad  plant* 
bring  them  into  municipal  ownership,  say,  costing  8,000,000,  how  are  you 
going  to  provide  for  that  amount  of  money  being  taken  off  the  tax  list? — A.  Pro- 
vide for  taxes  out  of  the  earnings  of  the  rt^.  I  would  not  take  the  roads  off  the 
tax  lists. 

Q.  Going  to  make  the  road  earn  taxes?— A.  Just  as  it  does  now.  I  should  not 
make  any  change  in  regard  to  that- 

Q.  How  will  yon  manage  in  the  case  of  telephones,  where  you  have  probably 
5.000  people  using  telephones  in  a  city  where  there  are  800,000  people,  ana  families 
and  hundreds  of  people  who  never  use  it  at  all  shall  have  to  pay  for  it  under  the 
municipal  system? — A.  I  should  not  advocate  their  paying  for  it  any  more  than 
they  are  paying  for  it  now. 

Q.  Individuals  pay  for  it  now? — A.  Exactly,  and  let  the  Individuals  pay  for  it 

Q.  You  mean  then  the  city  should  go  into  the  telephone  business? — A.  Cer- 
tainly, bnt  the  ones  who  use  the  teleplione  would  pay  for  it,  though  it  would  not 
cost  them  as  much  as  they  pay  now. 

Q.  So  then  make  the  political  organization  the  owner  of  it,  and  charge  rates 
accordingly:  instead  of  individual  or  corporation  ownership,  you  want  the  city 
to  be  a  corporation? — A.  In  the  case  of  the  telephone  I  believe  that  either  coopera- 
tive ownership  or  .public  ownership  is  perfectly  practical,  and  if  the  city  or  town 
will  organize  an  exchange  it  can  be  managed  m  the  same  way  that  pnblic 
exchanges  are  managed  in  many  European  cities.  The  city  or  town  may  Wiarge 
an  entrance  fee  to  nelp  cover  the  first  cost,  and  then  a  reasonable  rent  per  year, 
which  runs  from  a  'half  to  a  third  of  what  private  companies  charge  in  very 
.  many  instances,  and  the  system  will  slill  pay  taxes  on  its  own  cost  and  interest. 
They  can  do  it  without  charging  any  entrance  fee.  if  they  want  to,  by  raising  the 
construction  money  on  bonds  and  paying  off  the  bonds  out  of  earnings.  No 
damaffe  will  be  done  to  anyone  who  does  not  want  telephone  service,  bnt  experi- 
ence shows  that  when  the  rates  are  reduced,  as  they,  can  be  under  public  ojteration 
and  ownership,  to  a  reasonable  figure,  that  a  very  great  proportion  of  the  people 
use  the  telephone,  a  far  greater  proportion  than  nnder  the  private  system  where 
rates  are  high.    That  is  one  of  tne  greatest  advantages  of  the  public  system. 

Q.  Practically,  do  you  think  your  theories  would  work  well,  except  with  a  thing 
of  universal  use  in  a  community,  like  water? — A.  Well,  yes.  Theni  are  two 
replies  I  should  like  to  make  to  that.  One  is  that  the  service,  which  does  not  seem 
universal  now,  often  has  that  appearance,becanse  it  is  under  private  ownership, 
and  the  rates  are  so  high  that  the  common  people  can  not  afford  it.  That  is  the 
case  witli  the  telephone  service.  The  telephone  service  in  European  towns  and 
in  some  of  our  own,  where  cooperative  syntemw  are  operated,  is  practically  a  nni- 
versal  service — that  is,  it  is  used  so  largely  by  the  people  that  it  becomes  a  real 
■  public  utility.  The  reason  that  the  telephone  is  not  a  public  utility  in  many  of 
our  towns  is  that  the  rates  of  the  private  companies  are  so  high  that  they  are 
practically  prohibited  to  the  masses  of  the  people. 

Q.  (By  Mr.  Litchuan.  )  The  theory  is  that  ttiere  are  a  great  many  more  letters 
sent  at  3-cent  postage  than  when  it  was  at  2H  cent8?^A.  Yes. 

Q.  And  if  there  was  public  ownership  in  the  transmission  of  intelligence  by 
wire  as  there  is  now  by  post  the  cheaper  service  would  produce  larger  nse  of  it? — 
A.  I  think  so.  I  think  in  its  nature  tne  communication  of  int^ig^ice  is  a  pnblic 
utility,  and  that  it  would  become  practically  universal  if  properly  managed. 
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Q.  Is  not  the  anccees  of  fonr  theoir  dependent — I  would  not  aa;  ezclmively, 
bnt  Tsr^  largely — upon  universal  intelligence? — A.  Certainly;  I  wonld  state  this; 
I  do  not  believe  that  democracy  in  government  is  practical,  except  in  a  high  state 
of  civilization,  I  do  not  believe  that  democracy  in  indastry  ie  practical  until  a 
slightly  higher  civilization  is  reached;  hat  I  beUeve  that  that  higher  degree  of 
intelligence  hae  already  been  reached  bv  oar  ^wople  to  a  large  e^nt,  and  that 
they  will  attain  the  full  intelligence  wnich  will  make  complete  democracy  in 
indnetry  practical  jnst  as  snrely  as  the  high  degree  of  intelligraice  has  been  reached 
which  makes  political  democracy  practical. 

EFFECT  ON  CHAKACTER,  H&EMONV,  CIVIUZATION. 

I  gness  I  will  merely  state  these  points  in  ontline.  I  believe  that  the  pnblic 
syetem  favora  the  development  of  high  character  and  intelligence  among  the  peo- 
ple to  a  greater  extent  tnan  the  private  system,  and  thereby  every  step  toward 
pnblic  ownership  through  these  effects,  and  by  eliminating  conflict  and  mastery 
between  man  and  man,  developing  sympathy,  and  giving  labor  fuller  opportuni- 
ties for  education  and  development,  tenos  to  secure  the  very  conditions  of  a  further 
rational  and  practical  advance  into  the  field  of  patalic  ownemhip,  ao  the  advance 
of  pabbc  ownership  ia  the  core  of  the  conditions  which  make  public  ownership 
dimcnlt.  It  is  its  own  road  builder,  step  by  step.  It  docs  not  come  all  at  once; 
it  is  a  growth  like  the  life  of  a  youth,  each  year  preparing  him  for  the  fuller  and 
more  ardnons  life  of  the  years  to  come. 

Under  tbepuhlic  system,  therefore,  sammingnp  the  points  I  have  tried  to  make, 
civilization,  as  a  whole,  appears  tcTme  to  be  favored  as  to  mobility,  as  to  moral 
development,  as  to  political  pariflcation,  as  to  treatment  of  employees,  as  to  coor- 
dination of  indostry,  as  to  application  of  the  cooperative  principle,  as  to  justice 
in.the  administration  and  making  of  jates,  as  to  aim  and  the  whole  tendency;  of 
the  Bystem  toward  a  public  instead  of  a  private  pnrpose,  every  test  of  civilization 
points  to  a  system  of  pnblic  operation  of  pnblic  utilities  as  the  ideal. 

As  a  consequence  of  anch  a  system  our  science  of  society  will  become  a  onified 
whole  instead  of  a  severed  system,  as  it  is  now.  The  old  politicBl  economy  islike 
the  old  astronomy.  The  old  astronomy  thought  the  world  was  stationary  at  the 
center  of  the  nniveree.  and  looked  at  the  stars  and  snn  as  things  going  round  the 
earth;  and  the  old  political  economy  thought  that  material  wealth  was  the  center 
of  all  things  human.  The  new  astronomy  knows  that  the  earth  is  not  the  center, 
and  stands  off  and  looks  at  the  world  and  gets  its  trae  relation  to  the  sun  and  the 
stars  and  the  moon;  and  the  new  economy  icnowH  that  material  wealth  is  not  the 
real  center  of  human  life;  it  stands  off  and  looks  at  it  and  gets  its  tme  relations 
to  mind,  soul,  affections,  government,  ideals,  and  hnman  development.  The 
importance  of  this  is  apparent  when  we  note  that  if  yonr  government  says, 
"  Democracy,  power  in  the  people,"  and  your  industry  says,  "Aristocracy,  pluto- 
cracy, power  in  the  few;"  if  your  jurisprudence  sa^  "  ■Jostice,"  and  your  econ- 
omy says,  "  Glet  rich;"'  if  yonr  ethics  and  your  religion  say,  "Love,  service,  devo- 
tion," and  your  economy  says.  "  Self-intOTest,  conquest,  mastery,''  there  is  civil 
war  in  your  social  science;  and  we  can  not  have  a  unified,  consistent  body  of 
thonght  and  principles  nntil  we  get  rid  of  these  contradictions,  and  coordinate 
our  political  economy,  our  government,  and  our  jurisprudence  with  ethics,  and 
make  tbem  all  one  harmonions  system  under  the  law  oi  love  and  service. 

(The  commission  took  a  recess  till  10.45  a.  m.,  Janttary  5. 1901.  at  which  time 
Hr.  Pari>nnH  continned  his  testimony,  as  follows;) 

THE  GROWTH  OF  PUBLIC  OWNERSHIP. 

The  Witness.  The  next  point  in  order  in  my  thought  is  the  growth  of  pnhHc 
ownership  and  thedevelopment  of  sentiment  in  favor  of  it.  I  have  already  spoken 
to  some  extent  of  the  development  of  public  ownership  of  railways  and  of  the 
fact  that  the  two  systems  were  triedT  in  Belgium  and  Prussia,  and  Austria- 
.  Hungary,  side  by  side,  with  results  favorable  to  the  public  railways.  I  did  not 
speak  of  the  experience  of  Australasia.  There  they  started  with  private  systems, 
as  they  did  also  in  Prussia,  and  they  had  the  same  experience  that  privatosyetems 
were  nnsatisfactory,  and  have  changed  now  in  all  tbe  colonies  of  Australia  and 
in  New  Z^and,  so  that  almost  the  whole  system  is  under  public  management. 
The  South  African  Bepulihcs  have  State  railroads,  the  Orange  Free  State  taking  - 
the  roads  over  in  1897.  Cape  Colony  owns  3,000  out  of  8.8,50  miles,  and  NataJ 
owns  all.  So  we  find  under  all  sortsof  government— monarchical,  constitutional, 
republican,  or  democratic  to  the  last  degree,  as  in  New  Zealand — this  same  ten- 
dency of  the  railroad  system  to  be  absorbed  by  the  Qovemment. 
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When  we  come  to  the  telegraph  and  telephcme  the  Bame  thing  ia  apptirent. 
England  tried  the  private  telegraph  ayBtom  for  over  u  <^iiarter  of  a  century,  and 
after  investigating  lull  y  the  systems  of  public  telegraph  m  other  t;oantriea,  decided 
to  make  her  sygtem  public,  and  has  tried  that  for  80  years  with  sreat  success  and 
with  aclmowlectged  superiority  to  the  furmer  priva1«  plan  in  the  same  country. 
With  the  telephone  the  French  QoTemment  tried  private  coniiesaiouH  first,  and  find- 
ing the  private  operation  unsatisfactory,  took  the  telephones  over  and  made  them 
a  public  institutian..  England  haa  followed  the  same  path,  making  the  telephone 
private  first,  and  now  it  has  taken  over  the  trunk  lines  and  is  proceeding  to  absorb 
the  exchangee.  In  Anetralaeia — in  some  of  the  colonies — the  first  telepnonea  were 
private,  as  m  Victoria,  and  again  the  private  system  proved  nnsatisfactory,  and 
the  government  decided  to  make  the  service  public.  Those  are  just  a  few  illns- 
trations  from  many. 

If  we  look  at  waterworks  and  electric-tight  plants  in  our  own  country  we  find 
the  movement  very  strong  in  the  direction  of  public  ownership.  The  number  of 
public  eiectric-light  plants  in  the  United  States  has  risen  from  1  in  J880  to  about 
400now,  while  public  water  systems  have  increased  from  1  in  16  in  1800  to  1,690 
In  3,179  in  1S96.  or  from  about  6  per  cent  to  alwut  58  per  cent  of  the  total.  Of 
tie  SO  largest  cities  in  the  United  States,  21  originally  built  and  now  own  their 
waterworks,  20  have  changed  from  private  to  public  ownership,  only  S  being  now 
dependent  on  private  companiea  for  their  supplies,  and  several  of  the  fl  are  con- 
aidering  a  change  to  the  public  system.  Fifty  years  ago  the  idea  of  public  own- 
ership of  waterworks  was  vigorously  combated  and  objection  a  urged  very  similar 
to  those  now  raised  against  public  ownership  of  street  railways  and  railroads. 
But  in  Maasatiusetts  now  7.')  per  cent  of  the  *Bterworka  are  public:  in  Illinois, 
78  per  cent;  Michigan,  81  per  cent;  Iowa.  8S  per  cent;  Minnesota,  87  per  cent; 
Nebraska,  8S  per  cent.  etc.  and  public  water  supply  is  quite  universally  recog- 
nized to  be  the  proper  thing.  Another  half  century  will  probably  see  as  great 
a  change  in  sentiment  and  practice  in  the  field  of  transpori^tion. 

The  street  railway  movement  in  Qreat  Britain  is  one  of  the  most  interesting 
examples.  In  1883  there  was  only  I  municipality— Huddersfield.  From  1393  to 
ItiUS  4  municipalities  took  over  street  railway  systems — tramways,  as  they  call 
them — and  from  1888  to  1898  11  municipalities,  including  Liverpool  and  1  line  in 
London',  come  under  pnblic  management,  and  now  there  are  80  cities  in  Qreat 
Britain  owning  and  operating  their  tramways.  Thomovement  is  still  very  strong, 
and  as  fast  as  the  concessions  to  private  companies  expire  the  mnnicip^itiea  are 
making  arrangements  to  toke  over  the  lines,  so  great  nas  been  the  success  and 
benefit  of  public  ownership,  as  proved  by  ictual  experience  where  the  two  sys- 
tems have  neen  run  side  by  side  m  the  same  country.  It  ia  because  of  the  sape- 
riority  of  the  public  system,  proved  by  such  experience,  that  this  movement  has 
^Dvm  with  such  vigor  as  I  nave  mentioned.  There  appears  to  be,  in  fact,  an 
irresistible  sweep  of  events  toward  public  ownership  of  municipal  monopoltes 
especially.  And  when  we  turn  to  the  matter  of  public  sentiment,  which  f  will 
not  dwell  upon,  but  simply  call  brief  attention  lib,  the  movement  of  thought  is 
even  more  remarkable  than  the  movement  of  events,  promising  for  the  future  a 
continuance  in  a  still  more  emphatic  degree  of  the  change  to  tne  public  system. 
I  have  here  a  circular,  which  gives  a  list  of  members  of  the  National  League  for 
Promoting  the  Public  Ownership  of  Monopolies,"  and  if  you  will  glance  over  the 


'Thi  N.  p.  O.  League 


Dr.  Edward  Ereretl  HHle.BoitoD.  William  A.  Clark.  Bo«ton. 

Dr.CharlesB.emhr,  New  York.  Rev.  Herbert  N.CaasojiRmkin.Tenn. 


Rid  path  • 

■  " ,W. 

elp 

-- _„.fof ,  . 

Dr.  W.S.  Balnatord.Kew  York.  Pmf.GrBliam  Tavlor.  The  CommonN.  C 

Henry  D.  Lloyd-Chlcago.  

Wllltaoi  Bean  Howell-.New  York.  -- -.... 

Prol.  Frank  I'araoni'.Boslon.  Klliabelh  Ci    ,   .         . 

QoTemor  Plngree,  Decroll.  Dr.  E,  B.  Andrews,  Chicago. 

N.  O.  Nelson,  St.  Louis.  Rev.  Washington  Gladden.  COl umbos,  Ohio. 

-  Edward  Bel Um^. a  Edwin  D.  .Mead. Boston. 
Col,  Thomaa  Wentworth  HiggiOBon,  Cambridge,         prenldciit  Oeorge  A,  Qatei,  QrlDnell. 

"—  " ■" — ■ nayor  ol  Dululh.  "  "  "• " — '•"— 


:n  Potter,  Bocton.  Preiddent  Thomas  E.  Will,  UanhattaQ. 

lovemor  Wm.Lambee,  Clermont,  Iowa.  HoD,3.M.Jonea,ma]ioroI  Toledo, 

rlotle  PeTklna8t«tK>n,New  York.  Rev. B. Fay  HIIU,  BoMoD. 

a  DeoMMd  liuce  joining  Uie  league. 
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names  yon  will  see  tliat  many  of  them  carry  much  weight,  Htich  aa  Dr.  Edward 
Everett  Hale;  Dr.  Charles  B.  Spabr,  New  York;  Col.  Thomaa  Wentworth  Hiftgin- 
80D.  Cambridge:  William  Dean  Huwelle,  New'  York;  Mary  A.  Livermore.  Mel- 
rose. Mass..  and  so  on.  Miss  Jane  Addame  has  since  withdrawn,  on  acconnt  of 
having  so  mnch  to  do  that  she  did  not  feel  able  to  give  attention  to  the  matter. 

Q.  (By  Mr.  Phillips.)  What  is  the  addreas  of  the  league's  headqaart«rH?— A. 
The  headqnftrterH  is  at  No.  11  St.  Jamee  Avenue,  Boston;  my  own  address. 

The  leagne  was  organized  a  few  yeara  ago  for  the  purpose  of  ascertaining, 
tbrongh  referendum  votes,  from  time  t«  time,  the  opinion  of  leading  men  on  - 
various  qnestione  that  might  arise  in  respect  to  public  ownership,  and  of  publish- 
.ing  the  opinions  adopted  by  a  referendum  vote.  This  leagne  has  adopted,  by 
raerendmn  vote,  a  number  of  statements  on  the  subject,  which  have  men  sent 
out  quite  widely  over  Uie  country,  and  if  the  commission  would  like  tbem,  I  can 
leave  them.     I  have  here  a  few  samples  of  the  work  that  the  league  has  done.' 

(j.  Are  they  on  the  specific  subject  of  monopoly,  or  raOroads,  or  telephone,  or 
telegraph? — A.  Some  on  railroads,  some  on  monopoly.  We  have  no  circulars  on 
the  telegraph  or  telephone  as  yet. 

Q.  These  are  bulletins  of  your  league? — A.  Yes,  some  of  the  bnlletins  adopted 
by  referendum  vote  and  then  issued,  and  there  haa  been  no  adverse  vote,  so  far 
as  I  recollect,  on  any  of  these  circnlars.  One  slight  qualification  from  Col.  Thomas 
Wentworth  Higginson  on  one  of  the.  bnlletins,  wfaich  qnaliflcation  was  adopted. 

I  wonid  like  to  emphasize  the  important  fact  of  the  movement  of  thought  and 
events  toward  public  ownership  in  this  way.  There  was  a  time,  not  so  very 
remote  in  history,  wben  the  &re  service  was  private.  Now  it  is  almost  nniver- 
aally  public,  or  very  largely  so.  There  was  a  time  when  the  school  system  was 
private.  Now  it  is  almost  wholly  public.  There  was  a  time  when  even  the  com- 
mon roads  were  private,  and  further  back  still  there  was  a  tinie  when  the  admin- 
istration of  justice  and  the  matter  of  defense  were  private  affairs.  If  a  man's 
rights  were  infringed,  he  had  to  look  to  himself  or  the  voluntary  assiatance  of  his 


Prot.Geoiyc  D.HCTmn.Grlniiell, 


Samuel  Oompcni.  WaiihlD^tiHi. 
Rev.  W.  D.  P.  BllH,  Lus  Angelca. 
Hon.Oeorgc  Fred  WUllamn.  Boston. 

Prof.  Helen  Campbell,  Denver.  Uori.T.H.  MpMu[n;,inayoi 
pTtHldeni  Franc'ea  B.WllUrd.  a  Hon.  John  Breldeiithal.Toi 
Diamk  Hinvhler,  Philadelphia.  John  DcWltt  Wan 
.. Olympla,  Waiih.  Hon.John  MacVli 


lon.John  Breldeiithal.fopefc 
mhn  DcWItt  Warner,  New  Yor 
inn.Jahn  MacVlcar,  Tuaroral 
Dr.flpo.  C.  IxJrlmer,  Boston. 
ur.  niiiiii  snaw,  ruiioueiiJnia.  itev.  Kiuwll  H.  Connell,  Phllu 

Robert  A.  Wooda,  Boelon.  Rev.  Clua.  M.  Sbeldou,  Topeka, 


Exreutlre  council— Con  Hnued. 

Hon.  lieoTve  Prvd  WOliBmii,  Barton. 
PrmLilenl  ThomnK  E.  Will,  Manbatlan. 
e.Boaton.  Hoiiry  U.  Llovd.ChU'agii. 

, J.  Dt.  C.  F.  Tiivlor,  PliiladelphU. 

...      .    _lngrec,  Detroit.  B.O,  FIiiw.t,  Btmlon, 

WllllBm  Dean  Uowells,  New  York.  Prutirlcnt  Ge<iige  A.Oatai.  Urinnell. 

Senator  Marlon  Bntler,  Waxhincton.  DIstrllmtliiR  i^i'iTClarlea: 

Hon.  Herbert  Welih.  Phna<1ol|>hln.  N.  O.  Se\~nn.  St.  Loulii. 

Pror.Jnhn  R.CommnnH.SyrBVii!H.'.  H<iii..li>liii  Brv  I  den  thai,  Topeka. 

Dr.  W.  1.  Bainsronl,  New  Vork.  ProI.Wniliiini  Taylor.  ChlraKo. 

Prol.Gcorjte  D.  Herron.Grlnnell.  Huns  M.,loneq,  mayor  of  Toliylr). 

Samuel  Goraperi.  Washlnnton.  Wm.  A.  I'lark.  Lincoln  House,  Boston. 

Rev.  WashlDKlon  Gladden.  ColumbiiK.  Marion  M.  Miller,  New  Vork, 


■r.  E.  B.  A 


T,  Philadelphia. 


»1»iHi'li-n  Potter,  B 


Hood  Oovemment  n.  Private  FlanGhlBen;  by  Hon, 
ex-ptmident  of  the  Loagncnf  American  MiiiiMiialitli.-K. 

The  Ballroadmi'  -  ■'— -'--J    ■--  "-■  ■  ■'--<-  ■■ 

ershlo;  bv  Hon.  B.  M 

inklpalO 

3f  Olaasow;  by  Prof.  Prank  Parson^, 

a  Deceased  aluoe  Joining  the  league 
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If  the  principle  of  pabUc  ownership  snd  m>eration  of  nnblic  ntilitie*  is  a 
right  principle,  then  it  Beema  to  me  we  Bhoofd  carry  it  wherever  the  reasone 
apyly — wherever  the  reasons  which  have  caused  the  growth  of  [lablic  owuer- 
ship  apply  to  new  fields  of  enterprise.  And  vice  verHa,  if  the  principle  is  not 
a  right  one  as  applied  to  monopolies  and  ntilitiea  like  railroads  and  teleKrapbs, 
telephones,  street  railways,  and  so  on,  then  consistency  would  compel  ns  to 
go  back  to  primitive  times  and  give  the  courts  and  armies  and  navies  over 
to  private  syndicates  and  schools  to  private  combines,  and  so  on.  I  see  no  escape 
from  the  logic  of  the  past,  no  escape  from  the  adoption  of  pnblic  owner^iip  in 
other  fields  which  are  similar  to  those  already  covered  by  that  system  and  to 
which  the  same  reasons  apply,  the  essentials  being  the  vital  interest  of  the  pnblic.  - 
the  importance  of  diff  nsion — bringing  the  service  within  the  reach  of  all  the  peojile. 
the  element  of  monopoly  causing  great  abnses  in  privat«  hands  when  linked  witb 
large  power—and  the  necessity  for  simplification,  coordination,  unity,  and  broad 
cooperation  throughout  the  indastrial  activities  of  society — all  thiu  being  contin- 
ually held  snbordinate  to  the  fnndament&l  purpose  of  the  development  of  mind 
and  characterand  social  institutions  to  the  nighest  forms  conceivable,  in  which 
conflict  and  antagonism  shall  be  so  far  as  posnble  eliminated,  and  harmony  and 
mntnat  service,  cooperation  for  the  benefit  of  all  concerned,  shall  be  the  dominant 
ideal  and  the  realized  fact. 

Before  passing  to  objections,  I  would  like  to  introduce  as  part  o,'  my  testimony 
an  analytic  sanunary  of  the  railroad  question. 


Stating  briefly  the  difQcnIties  with  private  railways  already  spoken  of  and  some 
others  not  yet  mentioned,  and  placing  in  a  parallel  column  the  advantages  of 
national  ownership  of  railways,  we  have  the  following  summary: 


Diffleuities  vfiih  private  railviays. 

I.  Wrongaim:  Private  profit  in  place 
of  the  public  good,  dollars  and  cents  in- 
stead of  social  service,  dividends  for  a 
few  instead  of  benefit  for  all,  mastery 
and  money  instead  of  partnership  and 
manhood. 

3.  Antagonism  of  interest  between 
the  owners  and  the  pnblic. 

3.  Lack  of  dae  coordination  or  else  a 
consolidation  too  vast  and  powerful  to 
be  safe  in  private  hands;  a  giant  mo- 
nopoly overriding  and  defying  the  regu- 
lative power  of  government. 

4.  An  economic  waste  of  hundreds  of 
millions  a  year. 

3.  Watered  stock  and  inflated  capital, 
about  half  the  capitalizatian  of  our  rail- 
roads being  fictitious,  according  to  Poor 
and  other  nigh  authorities. 

6.  Noeftorttofreetransportationfrom 
capital  charges  by  the  nrogressive  can- 
cellation of  Donded  or  other  indebted- 
ness, but,  on  the  contrary,  a  prc^essive 
piling  up  of  capita]  without  even  the 
writing  off  of  depreciation.  As  to  the 
stock  capital,  a  private  road  could  not 
be  expected  to  clear  that  off,  since  the 
owners  can  not  be  expected  to  give  the 
road  to  the  public  as  a  present. 

T.  Higher  charges  than  need  be;  an 
effort  to  obtain  aU  the  traffic  will  bear. 


Advantages  of  public  rniltixiyt. 

I.  Tme  aim:  Service  and  the  pnblic 
interest  first;  financial  ^in  subordinate 
to  justice  and  social  welfare. 


2.  Harmony  of  interest  by  making  the 

owners  andthep-ablicone  and  the  same. 
8.  Fullcoordinationwithentireeafety 
to  the  public,  because  the  combination 
belongs  to  the  public,  and,  with  a  few 
simple  safeguards,  is  easily  held  to  the 
public  interest. 

4.  An  economic  saving  of  bnndreds 
of  millions  a  ^ear. 

5.  No  inflation  of  capitel,  but,  on  the 
contrary,  an  effortto^t  ridof  the  wind 
and  water  in  the  capital  of  purchased 

6.  .The  progressive  cancellation  of  the 
whole  capital,  so  that  transportation 
may  be  freed  from  the  burden  of  inter- 
est and  dividend  charges. 


8.  Fluctuating  and  chaotic  rates  fa- 
voring speculation,  but  tfarovring  honest 
'prevision  off  its  hingee. 


6.  Steady  and  uniform  rates  favoring 
honest  prevision  and  catting  the  ground 
from  nnder  speculation. 
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0.  TJnJTiBt  diacrimiiiatioii  between 
peraons,  places,  and  iadnstriee.  Free 
paMee,  secret  rebates,  differential  pref- 
erences, etc. 


10.  Esceccdve  reduction  of  ratee  at 
competitive  points  and  overcharge  on 
localtrafflctotheinjnry  of  country  dis- 
tricts and  the  OTerrapia  growth  ot  the 

11.  No  effort  to  relieve  the  pressure 
in  the  tenement  districts  of  tue  great 
cities. 

12.  Defianceoflawwben  it  interferes 
with  powerful  railroad  interests. 

13.  Purchase  of  legislation  when  prac- 
ticable and  useful  to  railroad  intereeta. 

14.  BuildingandBtistaininKotheTmo- 
nopolies  and  truata.bv  privfleges  that 
enable  them  to  control  toe  markets. 


15.  Creating  miUionaires  and  disturb- 
ing the  fair  distribption  of  wealth. 

18.  A  cause,  at  times,  of  induBtnal 
disturbance  and  depression  and   even 

panic. 

IT.  Chunbling  in  railway  stocks  and 
manipnlation  of  their  value  by  seesaw- 
ing trafSc,  withholding  dividends,  or 
paying  unearned  profits,  etc, 

18.  Exorbitant  salaries  for  mana- 
gers.  with  long  hours,  low  wages,  black 
liating,  and  other  unfair  treatment 
for  ordinary  employees,  and  disturbance 
of  industry  by  penodic  strikes. 

19.  Insufficient  regard  to  safetv  of 
employees,  passengers,  and  the  public. 

20.  Imperfect  coordination  with  the 
military  department  in  time  of  war. 

31.  Injury  to  political  honesty  and 
good  government  through  railway  lob- 
bies and  the  corrupting  pressure  of 
enormous  private  interests. 


32.  Great  opportunity  for  success  bv 
fraud  and  indirection.  (Read  Wealth 
against  the  Commonwealth.) 

2S.  Moral  debasement  of  businees 
'men  and  degradation  of  the  ideals  of 
youth,  through  the  spectacle  of  enor- 
mous wealth  and  power  secured  by  rail- 
way rebates,  manipulations  of  stock. 
fraudulent  issues,  and  dishonest  politi- 
oal  action  under  railway  pressure. 

24.  The  payment  of  public  moneys 
and  gift  of  public  lauds  to  buUd  rail- 
roads to  be  owned  by  private  corpora- 
tions and  managed  for  their  profit.  The 
Ituid  and  money,  for  instance,  bestowpA 
on  the  IlUnois  Central  was  enough  to 
build  and  equip  the  whole  road  and  give 
the  company   a  bonus   of    ^,000,000 


9.  Fair  and  impartial  treatment  of 
individuals;  no  secret  rebates,  passes 
only  to  those  who  render  an  equivalent 
in  public  service;  equal  rights  to  places 
and  indnstries  under  the  broad  princi- 
plee  of  the  none  tarifi  or  other  equitable 
system. 

10.  Dueconcessionstothrough traffic, 
but  earnest  attention  also  to  the  reduc- 
tion of  local  rates  to  give  the  small  towns 
and  rural  districts  their  fair  share  of  the 
advantages  of  cheap  transportation. 

11.  A  wise  use  of  the  roads  to  relieve 
the  pressure  of  population  and  secure  a 
healthful  distribution  of  the  people. 

13.  Conformity  to  law;  the  railroads 
and  the  lawmaking  power  beii^in  the 
same  hands. 

18.  No  motive  or  power  in  public  rail- 
roads to  purchase  legislation. 

14.  An  important  means  of  control- 
ling the  organization  of  capital,  by  refus- 
ing, transportation  to  objectionable 
combines,  instead  of  giving  them  secret 
rebates. 

16.  A  powerful  means  of  securing  a 
better  diSnsion  of  wealth. 

16.  A  means  of  regulating  indnstiy, 
relieving    depression,    ana     avoiding 

17.  Removal  of  railway-stock  gam- 
bling and  manipnlation. 


18.  Moderate  salaries  for  managers, 
and  altogether  better  treatiqent  of  ordi- 
nary employees,  higher  wages,  shorter 
hours,  more  good  homes,  better  citizen- 
ship, more  contented  and  efficient  labor, 
no  strikes. 

19.  Better  provision  for  the  safety  of 
employees,  passengers,  and  the  pubuc. 

20.  An  added  source  of  stiength  in 
time  of  war. 

21.  Removal  of  one  of  the  greatest 
sources  of  political  corruption  without 
incurring  new  danger  if  reasonable  pre- 
cautions are  taken  in  respect  to  civil-. 
service  rules  and  nonpartisan  manage- 

22.  No  opportunities  for  private  for- 
tune by  fraud  if  a  proper  system  of  ac- 
counting and  auditing  is  established. 
(Read  the  History  of  State  Railroads.) 

23.  Removal  of  one  prolific  and  all- 
pervading  influence  tending  to  moral 
debasepient  and  low  ideals. 


34.  When  public  money  and  land  is 
devoted  to  building  a  public  road  the 
road  belongs  to  the  pecmle  who  pay  for 
it  and  the  profits  go  Uito  the  pttbUc 

treasury. 
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.35.  Pnblicadministratioiiof  railways  35.  Private  railways  mean  Horere^rn 

means  the  retention  of  sovereign  power  power  in  private  hands— not  only  toe 

in  the  hands  of  the"  Government,  where  sovereign  power  of  modifying  or  nnlli- 

itbeloDgs;  the"  pnblic  control  of  pablic  fying   the  tariffs  on   imports,  bat  the 

highways;"  thepublicperfpruaaaceof  a  sovereign  power  to  rpguhite  commerce 

"publiofunctloti;"  the  due  enforcement  between  our  cities  ana  States,  to  det«r- 

of  the  tariff;  the  national  regulation  of  mine  the  distribution  of  wealth,  the 

commerce;  an  added  jnstice,  peace,  and  sncceas  or  fallnre  of  individnals,  the 


OBJECTIONS. 

,  the  matter  of  pi  _  ... 

but  there  is  one  point  more  I  would  like  to  make.  Ttie  tranter  of  great  indus- 
tries t()  public  operation  does  undoubtedly  increase  the  temptations  to  abuse  of 
patronage.  At  the  same  time  it  creates  in  a  still  greater  degree.  I  think,  a  power- 
ful force  opposed  to  that  abnse.  Under  the  private  system  the  financial  interests 
of  the  wealthy  and  influential  classes  are  veiy  largely  opposed  to  good  govern- 
ment, and  it  is  this  opposition  of  the  financial  interests  of  the  w^thy  classes 
(the  owners  of  these  monopolies)  to  honest  government  that  is  responsible  for 
a  large  part  of  the  corrupt  legislation  and  "bad  administration  that  afflict  our 
poUticH  to-day.  As  Mayor  Hwift,  of  Chicago,  said  in  speaking  to  an  audience  of 
businets  men.  ■'  Who  is  it  that  is  corrupting  the  council?  It  is  you  business  men 
It  is  not  the  saloons  or  the  slums  of  the  city,  the  riff-raff  or  the  hoodlums,  it  is 
you  business  men  who  are  responsible  for  the  corruption  of  councils."  Now,  the 
transfer  of  the  great  utilities  tJi  pablic  ownership  changes  the  financial  interest 
of  the  wealthy,  the  great  owners  of  property  on  this  matter,  so  that  it  becomes 
their  interest  in  common  with  the  rest  of  the  people  that  the  Qovernment  con- 
■  trolling  these  great  industries  nhonId  be  honestly  and  fairly  administered.  They 
no  longer  have  a  financial  interest  in  the  abuse  of  legislation  or  the  abuse  of  gov- 
ernmental power  of  any  kind.  Their  interest  is  strongly  opposed  to  abase  of 
patronage.  Their  interest  is  wholly  for  good  administration,  for  pure  govern- 
ment in  ev^ry  way,  or  low  cost  and  tirst-class  service,  and  their  interest  is  usually 
the  controlling  factor  in  the  Government.  So  that  the  transfer  of  the  great 
monopoUes  to  public  ownership  means  the  transfer  of  a  controlling  influence  in 
political  affairs  from  the  side  of  dishonest  government  to  the  side  of  honest 
government. 


The  objection  is  made  that  public  management  is  not  efficient,  and  I  think  the 
objection  is  made  with  great  force  in  many  cases.  At  the  same  time  a  review  of 
public  ownerriiip  in  practice,  both  in  the  railroad,  telegraph,  telephone,  street 
railways,  etc.,  in  other  countries  and  in  the  electric -light  systems  in  this  country 
,  and  the  waterworks,  indicates  that  the  question  of  efficiency  is  rather  a  mattw 
controlled  by  individual  factors  and  the  condition  of  socieU-  than  by  the  form  of 
ownership.  Private  industries  as  well  as  public  are  less  emcient  in  Germany — 
that  is.  it  takes  more  laborto  yield  a  given  prodact:  a  bricklayer  lays  fewer  bricks 
in  a  day  than  our  bricklayers  do,  and  so  the  same  thing  occurs  there  in  private 
industry  that  occurs  in  the  railroads  and  thu  telegraphs  where  they  have  to  have 
more  employees  for  a  given  amountof  work.. 

Again,  part  of  the  difference  in  the  product  per  worker  is  uot  really  a  difference 
in  effloiency,  but  arises  from  the  fact  that  public  systems  give  their  employee* 
shorter  hours.  That  is  true  in  the  contrast  between  our  railroad  system  and  the 
German.  The  hours  are  very  much  shorter  for  large  classes  ot  employees  in  the 
German  system  than  they  are  here.  The  same  contrast  exists  between  the  Eng- 
li^  telegraph  and  our  telegraph,  their  hours  are  very  much  shorter. 

Then  there  is  another  difference.  They  regard  safety  as  of  such  high  impor- 
tadce  in  Germany  that  they  increase  the  force  of  employees  upon  the  roads  in 
order  to  secure  greater  safety.  These  elements  must  be  taken  into  account  when 
considering  the  difference  in  the  number  of  employees,  which  is  greater  per  ton 
handled  over  there  and  per  passenger  than  it  is  nere.  I  do  not  feel  able  to  draw 
any  precise  conclasion  on  the  anhject.  I  only  iudicate  the  elements. 
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Now,  aa  to  economy,  which  is  n  very  iioportaiit  matter,  two  points  are  made. 
Firflt,  it  is  affirmed  that  rat«B  are  lower  tinder  private  ownership  than  under 
pabliconr  average  freight  rate  being  cited  aa  an  example;  and  secondly,  it  is  said 
that  absolnte  economy,  abaolate  coBt,  is  lower  nnder  private  ownership. 

I  have  already  covered  these  points  with  sufficient  fnllneBti,perhap|B.  bat  I  wunld 
like  to  emphasize  a  few  illnstrations  of  the  principles  that  I  dealt  with  yesterday. 
Take  (or  example  tlie  Anstria-HunKariun  system  of  railwayii.  The  Government 
there  introdocea  a  tarifC  at  one  Htroie  that  on  long  distances  was  80  per  cent  below 
the  former  rates  and  on  median  distances  aboat  40  per  cent  below— a  reduction  that 
astoniBhed  the  railroad  men  of  the  world — and  yet  it  has  been  a  very  fjreat  success 
and  has  justified  itself  not  only  in  its  social  resnlta,  vaat  increase  of  traffic,  and 
all  civUizing  influences,  bnt  it  has  also  justified  itself  financially,  the  expenses 
not  increasing  materially — nothing  like  in  proportion  to  the  increase  in  business — 
'  and  the  net  earnings  being  larger  t)ian  they  were  nnder  the  high  rates. 

The  English  telegraph  reduced  rates  at  once  one-third  to  one^half  ontaldngover 
the  lines,  and  snbswjnently  made  a  further  reduction  amounting  to  one-half,  down 
to  the  present  time.  So  tnat  about  four  timen  an  much  telegraph  service  can  be 
bonght  for  a  dollar  as  could  be  bought  when  the  lines  were  taken  over,  while  in 
tbis  country  not  over  twice  as  much.  There  is  a  confiict  in  the  reports  of  the 
Western  Union  Company.  In  their  earlier  reports  they  stated  the  average  cost 
and  average  receipts  for  the'earlier  years  lower  than  the  more  recent  reports  state 
the  cost  and  receipts  for  the  same  yars,  so  it  is  a  little  difficult  to  tell  which 


as  there  has  bees  in  Great  Britain. 


account  is  right.    Bnt  taking  their  highest  figures,  there  is  no  such  reduction  here 


I  have  already  Btat«d  tbe  facts  regardiug  the  reduction  of  telephone  rates  in 
France  when  the  Grovemment  took  tne  lines. 

I  took  pains  last  night  to  get  a  few  facts  in  regard  to  the  Washington  telephone 
system.  I  called  np  "Central"  and  got  the  exchange  ratenhei-e  and  the  rates  for 
long-distance  work;  and  the  rates  here  in  Washington,  they  say.  are  $06  for  resi- 
dence, unlimited  service:  t48  for  four  party,  unlimited,  and  S36  for  fonr  party, 
measured.'  For  a  business  'phone,  (120,  recently  reduced  fromllSn.  They  declare 
that  they  would  lose  money  on  a  residence  rate  of  $36.  The  fact  is,  however,  that 
the  cost  of  operating  a  telephone  in  this  country  is  not  very  mtich  greater  than  it 
is  in  foreign  countries,  because,  while  wb^sb  in  gi-nwal  are  hiji^her  here,  telephone 
wages  are  very  little,  if  any.  hijfher.  Telephone  girla  receive  abominably  low 
wages,  and  the  contrast  ia  very  slight  there,  while  materials  cost  more  in  Europe 
thui  here,  good  Swedish  telephones  costing  |14  to  $16,  while  the  best  American 
instiniment^  can  be  bought  for  (8  or  $9. 

I4uw.  here  is  Stockholm,  with  a  population  of  31K).OO0  (about  the  same  size  aa 
Washington),  which  has  metallic  circOit,  underground  wires,  unlimited  service, 
fl6  for  residence  and  $22  for  bnsineiis,  intemrban  communication  fi-ee  within  a 
radius  of  48  miles,  telephoning  telegrams  and  telephoning  messages  te  be  written 
down  and  delivered  by  mesRen|;er  at  low  cost.  The  Bell  Company,  bought  out 
by  the  Government,  was  charging  |44  for  far  inferior  service,  witbout  metallic 
Circuit  or  underground  wires, 

A  United  States  Government  department  here  in  Washington— the  Department 
of  the  Interior — a  few  years  ago  (1884)  were  paying  a  total  of  $75  per  'phone. 
They  paid  the  Bell  Company  $80  to  $125  per  'phone  and  employed  a  lady  at  $600  a 
year  to  operate  the  main  exchange,  making  a  total  cost  of  $75  pur  year  for  each 
of  th«  65  'phones.  The  Department  asked  the  Bell  to  reduce  rates  and  the  Bell 
refused.  They  then  put  in  their  own  'phones,  and  they  gave  me  the  figures  from 
the  books  of  tne  Department,  showing  that  the  coat  per  year  was  $6.43  onera ting 
cost  and  $10.35  total  cost,  including  interest,  depreciation,  and  repairs— aoout  $10 
fo(  what  used  to  cost  $75  under  the  Bell  regime—the  cost  under  private  ownership 
bemg  sevenfold  more  than  under  public  ownership, 

Q.  (By  Mr,  Phillips.)  That  is  here  in  this  city?— A.  Yes;  that  is  right  here. 
Among  the  most  interesting  facts  that  I  have  on  the  telephone  arf  those  relating 
to  Trondhjem.a  city  of  30,000  inhabitants  in  Norway.  There  they  have  a  munic- 
ipal telephone  system  which  gives  rates  of  $16  for  business  and  SH  for  residence, 
ij>  round  numbers,  and  they  make  a  profit,  a  fair  profit,  upon  the  capital  invested. 
The  wages,  however.are  slightly  lower  than  they  are  in  thiscountry,  but  not  very 
much.    In  Grand  Bapide,  wis.,  there  is  a  cooperative  telephone 
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9'  (By  Mr.  Clakkb,  intorrapting.)  Yoa  menn  WiaconBiii  or  Michinm?— A. 

WiecosBin.  There  is  a  cooperative  telephone  there  which  operates  on  the  same 
principlee  as  the  public  system,  namely.  lor  the  benefit  of  all  who  are  concerned 
m  the  Berrice — and  wherever  the'volnntary  cooperative  plan  is  poBsible,  I  believe 
it  is  preferable  even  to  the  pnblic  system  in  the  present  state  ot  onr  civilization, 
so  that  I  regard  this  example  aa  one  ot  the  finest  that  we  have.  I  have  fcept  track 
of  the  enterprise  for  several  years.  Here  is  a  letter  jnst  received  a  week  or  so 
two.  The  present  condition  of  things,  in  brief,  is  this:  They  have  abont  300  linesj 
the  average  cost  is  (42  constraction;  thecost  of  maintenance  and  operation  is 
abont  75  cents  a  month  for  each  line.  The  prima  facie  charges  are  $1  amonth  for 
a  residence  and  $2.26  for  a  business  telephone  per  month.  Each  Bnbwriber  has 
a  right  to  take  1  share  of  stock  and  is  nrged  to  do  so.  $50  per  share,  and  nearly 
ali,  over  four-fifths,  do  take  one  share  each.  One  and  one-half  per  cent  dividends 
per  month  ate  paid  back  npon  these  shares,  amonnting  to  76  cents  for  each  share- 
holder. So  that  the  actwu  charge  for  a  residence  'phone  is  S5  cents  a  month  and 
the  actnal  charge  for  a  bosinesa  phone  is  $1.50  a  month.  The  actual  cost  to  the 
snbscriber  is  (3  a  year  for  aresidence  'phone  and  (16  a  year  for  a  business  'phone. 
They  are  continnalty  reducing  their  rates,  and  even  after  paying  these  dividends 
they  have  a  surplus  fund  for  improvements.  The  former  Bell  Company  was 
charging  $36  a  year  for  a  residence  'phone  and  |4t<  tor  a  bnainess  'phone,  and 
refused  to  reduce  their  rates.  They  said,  just  as  they  say  now  in  Washington, 
that  the^  could  not  afford  to  reduce  rates.  Yet  the  people  of  Grand  'Rapids  are 
now  receiving  telephone  service  at  one-third  to  one-twelfth  of  the  former  monopoly 
rates. 

Now,  as  to  distance  charges.  Philadelphia  is  137  miles  from  Washington.  The 
charge,  the  day  charge,  is  $1.25— and  I  would  say  that  in  this  country  and  also  in 
France  and  several  of  the  other  Enropean  conutries  they  have  half  rates  at 
night;  I  will  simply  compare  the  day  rates.  To  Philadelphia,  137  miles,  day  rat« 
$1.35,  6  minntea.  In  England  the  rate  would  be  48  cents,  in  France  30  cents, 
according  to  their  pubtisned  tariffs.  They  have  a  distance  rate  in  France  ot  10 
cents  for  62  miles  and  in  England  S  cents  {8  pence)  for  the  first  90  miles— any 
town  within  20  miles— and  12  cents  (or  8  pence)  for  towns  within  40  miles,  and 
12  cents  for  each  40  miles  afterwards.  New  York  is  228  miles  from  here,  and  the 
charge  is  $2.  In  England  it  would  be  72  cents  and  in  France  40.  Boston  is  417 
miles  awa^,  so  the  railroad  folks  say — I  have  taken  the  miles  from  the  railroads 
and  the  prices  from  the  telephone — the  telephone  rate  is  $1.  In  England  it  would 
be  $1.30  and  in  France  TO  cents.  Chicago.  716  miles;  the  rate  i.s  M.23,  England 
$d.I6,  France  $1.20.  Richmond  is  116  miles  away;  our  rat«  is  75  cents,  England 
86  cents,  France  20  cents.  New  Orleans  is  1,116  miles;  our  rate  is  $6.85.  England 
$3.16,  France  $HN).  We  have  here  three  twiffs,  all  made  on  the  distance  plan, 
the  American  being  a  private  syst«m  and  the  English  and  French  public  sys- 
tems. The  English  distance  tariff  is  from  one-half  to  one-third  of  ours  and  the 
Freiich  fi-om  one-third  to  one-sixth  of  ours.  I  have  tested  that  with  many  more 
data  than  these.  I  simply  give  these  as  illustrations  that  are  applicable  right 
here  in  Washington.  In  Boston  you  must  pay  10  cents  to  send  your  breath  a  ^w 
blocks  over  a  telephone  wire,  while  the  street  railway  will  carry  your  whole 
body  all  over  the  city  for  a  nickel,  and  even  that  is  known  Ui  be  nearly  double 
the  reasonable  fare.  In  the  State  systems  of  Earope  the  charge  for  a  locaj  tele- 
phone conversation  to  a  nonsubscriber  is  from  3  to  5  cents,  as  against  a  chtirge 
of  10  to  15  cents  in  many  of  onr  cities. 

The  service  of  the  telephone  in  other  countries  where  the  system  is  public  is 
far  superior  in  its  coordination  with  the  post-office  and  telegraph.  Yon  can  tele- 
phone letters;  you  can  telephone  messages  to  be  written  down  and  sent  by  mefl- 
senger  jnst  as  telegraph  messages  would  be;  von  can  telephone  telen^ms  with- 
out going  out  of  your  honse.  To  a  very  slignt  extent,  I  found  in  Philadelphia 
and  other  cities,  yon  can  get  service  for  telephoning  telegrams,  but  it  is  only  by 
special  arrangement,  the  ordinary  tel^raph  rules  in  our  cities  "being  against  the 
receipt  of  telegrama  b^-  telephone.  The  telegraph  company  does  not  want  to 
make  telephoning  too  interesting,  and  they  prefer  to  have  the  message  in  the 
sender's  writing,  so  they  refrain  irom  making  such  agreements  very  accessible. 
No  such  coordination  of  services  can  be  expected  between  two  private  corpora- 
tions like  our  telegraph  and  telephone  companies,  as  occurs  where  both  services 
are  public  property  under  a  single  management. 

Q.  (By  Mr.  FAR(jUH4S.)  Can  you  give  a  comparison  of  what  the  Washington 
companies  here  could  afford  to  furnish  this  telephone  service  at? — A.  The  matter 
has  been  quite  carefully  investigated  by  expert  engineers  in  New  York,  Chicago, 
and  Boston.    I  am  personally  acquainted  with  one  of  the  men,  who  is  president 
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of  a  compADf  th&t  is  patting  a  large  amoant  of  capital  into  a  t«lephoiie  concern 
in  and  around  Boston — Hr.  Hotbrook,  of  the  Bibltotbeca  Sacra,  a  very  fine  man 
and  thoronelity  acqaaint^d  with  all  thedetaile  of  thia  work.  They  fiud  they  can' 
constnict  the  linee  for  $40  or  $00  in  small  plocpM  and  SHX)  to  $1.W  in  large  citiea, 

with  nndervroond  work — an  average  cost  of  about  9S0  to  $80,  or 

Q.  (By  Mr.  Phillips,  interrupttun.)  Eighty  doUarfi  j)t'r  mile? — A.  No;  for  the 
average  cost  of  line  to  each  flubecriber;  some  will  'be  lon^  and  Binne  ehort.  Yon 
see  that  is  a  little  higher  than  the  Grand  Rapids;  their  ciwt  wa»  ^2.  They  can 
operate  the  telephone  eo  as  to  be  able  to  fnrnish  Bervice  even  in  a  large  city  at 
abont  $30  a  year.  Otfern  have  been  fiiade  in  Chicago,  if  they  ronld  get  a  fran- 
chiee,  to  enpply  telephone  wrvice  for  $30.  A  itiiuilar  offer  ban  iMt-n  made  in  New 
York.  And  in  and  around  Boston  Mr,  Holbrook's  MaBsachnwtts  Telephone  Com- 
pany is  pntting  in  'phones  and  operating  tbeiu  on  the  basiH  of  $3  a  hundred  calls 
or  $12  to  $36  for  an  ordinary  residence  subwriber,  np  to  $73  for  lonlimited  boei- 
ness  pervice.  with  nnde.rground  wires  in  the  heart  of  a  giant  city—rates  that  will 
work  oat  an  average  considerably  below  fJO,  since  the  New  England  Bi'll  ratea, 
which  are  abont  donble  the  Holbrook  rates,  workout  to  an  average  of  ^'iS  per 

Jihone.  Mr.  Hoibrook'e  data  indicate  that  Bell  moii'>poly  rates  are  more  than 
oable  what  the  system  can  be  operated  for  either  in  the  tiiwHtt  or  in  the  large 
cities,  even  consid^ng  the  fact  that  the  larger  the  city,  other  things  being  equal, 
the  higher  mnst  be  the  rate  for  the  telephone — exactly  the  opposito  principle  that 
applies  to  most  BerviceB.  The  more  dense  the  basinc'ss  in  the  case  of  the  electric 
light  the  lower  nhonld  be  the  charge,  other  things  equal;  but  the  more  dense  the 
business  in  a  telephone  exchange  the  higher  iuuF<t  be  the  thai'ge,  other  things 
being  eqoal.  because  more  comiilicatttl  arrangements  must  be  nuule  to  connect 
the  different  subscriberH.  That  is,  if  you  have  10,000  subsi'ribers.  each  one  may 
caD  for  communication  with  any  one  of  nearly_  lO.OOO  others;  whereas  if  you 
have  only  1 ,000  suhecribers.  each  one  is  limited  in  his  calls  to  BtH);  so  it  is  more 
complex  and  more  costly  with  a  targe  system.  In  siuall  places  an  average  charge 
of  $8  to  $13  OT  $1.')  a  year,  according  to  conditions  of  the  locality.  i»  Kufflcient,  and 
those  charges  are  actually  in  successful  operation  in  various  parts  of  the  country. 
There  is  a  small  telephone  system,  private  system,  in  Kan.'ias  which  operates  and 
makes  a  profit  of  10  or  12  iiercenton  the  capital,  and  their  rates  only  average 
abont  $IS  or  $1.5  per  year  on  their  phones.  The  fair  cost  of  maintenance  and 
operation  runs  from  $9  to  812  per  'phone  in  an  exchange  of  moderate  size,  and 
double  that  in  a  big  city. 

Q.  (By  Mr.  FASiiUHAE.)  Would  the  matter  of  the  Washington  prices  here  be 
in  some  way  modified  on  account  of  the  fact  that  all  of  oni;  telephone  wires  are 
underground,  but  if  they  were  put  overhead' A,  (Interrupting.)  In  Stock- 
holm also  the  wires  are  underground. 

Q.  So  that  the  extra  cost  of  the  instAlIation  underground  does  not  make  a 
greater  cost  there  for  the  use  of  the  'phone? — A.  It  adds  something  to  the  first 
cost,  but  the  system  needs  less  repairs,  and  in  the  end  the  result  is  not  very 
different. 

I  might  mention  one  or  two  facts  as  to  the  service  in  the  public  systems.  In 
Belgium  you  can  send  your  telegrams  free;  in  France  you  can  also  send  tele- 
grams free.  In  England  also  you  can  send  telegrams  free  over  the  telephone,  and 
yon  can  alro  telephone  messages  to  be  sent  out  for  6  cents  in  England,  and  such 
messages  are  sent  to  the  snbw^riber  free.  In  Glermanv  it  costs  2  cents  plus  one- 
fiftbof  a  cent  for  each  word  to  telephone  ameH.Hjige,  telephone  a  telegram,  or  tele- 
phone a  letter.  You  go  to  your  telephone  and  snud  a  letter  forScents  and  one-fifth 
of  a  cent  for  each  word,  and  the  clerk  at  the  other  end  writes  it  down  and  poets 
the  letter;  you  have  to  pay  postage  in  addition, 

Q.  (By  Mr,  Phillips.)  Now.  it  may  not  be  quit«  clear  about  telephoning  a. 
message.  What  do  you  mean  by  telephoning  a  messagey — A.  Suppose  1  want  to 
send  a  message  to  someone.  I  do  not  have  a  telegraph  office  in  my  house,  but  I 
have  a  telephone.  I  will  go  to  my  phone  and  telephone  whittevcr  message  Iwant 
to  send.  Instead  of  having  to  go  out  tii  a  telegraph  office  and  write  it,  1  simply 
go  to  a  telephone  and  telephone  to  the  clerk  at  tne  other  end  that  message;  he 
takes  it  down  and  sends  it  1^  mes,4enger  to  the  person  to  whom  it  is  addressed,  or 
be  sends  it  to  a  telegraph  office  and  it  in  sent  by  telegraph,  or  he  telephones  it  to 
the  telegraph  office  directly,  or  I  can  be  connected  directly  with  the  telegraph 
office  and  tney  write  it  down  there  and  send  it  at  once. 

Q.  (By  Mr.  FABquHAS.)  Would  it  bepossiblein  this  city.  Professor,  to  furnish 
a  phone,  house  or  business,  say  for  8:10  or  $3.5,  unlimited^— A.  I  think  so;  yes. 
One  of  the  reasons  why  the  Bell  companies  think  they  can  not  furnish  service  at 
Buch  ratea  fe  the  state  of  their  capitalization.    The  water  in  their  system  is  hard 
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to  deal  with.  Dropsy  ie  »n  incODTenient  affliction  for  a  company  as  well  as  for  a 
man.  For  example,  the  New  England  Telephone  Company  (operating  in  Boston 
and  other  cities  and  towns  of  Massachuaetta  and  New  England)  ia  capitalized  at 
more  than  £301)  a  line,  whereas  President  Holbrook  finds  that  the  system  coold 
be  duplicated  for  less  than,  $100  a  line — there  is  an  excess  charge  of  $10  or  813  per 
phone  year.  Then  the  "general  eicpenses,"  salaries  of  managers  and  officers,  and 
other  office  and  general  expenses  amount  to  a  sum  almost  as  great  as  the  whole 
sum  put  down  to  "  operating  eipenses"  proper.  For  each  suMcriber's  station  in 
the  New  England  Company,  the  average  receiptaare  $r)8perphone  year.  At  least 
810  must  be  deducted  on  account  of  overcapitalization,  and  $■>  or  88  more  on 
account  of  eieessive  office  charges.  The  "  operating  expenses"  proper  are  stated 
at  about  $U  per  station  and  maintenance  at  $24.  The  report  docs  not  state  joei 
what  itefas  go  to  make  np  this  maintenance  account,  and  it  ia  so  out  of  pro- 
portion to  the  cost  of  maint«nance  in  public  systems  as  to  indicate  that  it  in 
affected  by  the  common  corporation  custom  of  charging  up  to  maintenance  targe 
amounta  that  ought  to  go  into  the  extension  and  improvement  account.  A  main- 
tenance charge  that  wonld  duplicate  the  entire  system  in  about  4  years  is  certainly 
very  high.  The  probabilities  are  that  an  allowance  of  $11  for  average  operating 
expenses  per  phone  year,  84  for  general  expenses,  813  for  maintenance,  inclnding 
depreciation,  and  8-'>  for  interest,  making  a  totai  of  pi5  per  year,  constitute 
sufficient  charges  e\en  in  a  vei-y  large  city. 

1  am  aware  that  in  Manning  t*.  Chesapeake  and  Potomac  Tetenhone  Company 
(28  Wash.  Law  Bep.,  97)  the  supreme  court  of  the  District  of  Columbia  has  held 
unconstitutional  an  act  of  Congress  fixing  maximum  telephone  charges  in  Wash- 
ington at  850  a  year  with  1  telephone  on  a  wire,  840  with  2  telephones  on  a  wire, 
_|30  with  Stelephones  on  a  wire,  and  SOT  with  4or  more  on  the  same  wire  (30  But.  L., 
'5^7. 538.  chap.  640,  June  HO.  1898) ,  but  a  cai-eful  reading  diaclosea  sufficient  evidence 
on  the  face  of  the  opinion  to  invalidate  the  decision  when  the  case  comes  before 
the  court  of  last  resort,  the  supreme  court  of  public  opinion.  The  ground  of 
decision  was  that  the  rates  fixed  by  Congress  were  unreasonably  low,  the  evidence 
being  the  testimony  and  accounts  of  the  Chesapeake  and  Potomac  Telephone 
Company,  doing  baainess  in  Washington.  In  189B  the  company  had  a  little  over 
3,000  telephones  in  use.  It  had  been  receiving  |1S5  for  a  bnsiness  phone,  ami  had 
averaged  |100  income  for  every  phone  in  use.  It  was  estimated  that  the  new  law 
would  reduce  the  average  receipts  to  $47  per  phone.  The  company  was  paying 
about  820  per  phone  in  interest  and  dividends,  and  $8.50  per  phone  to  the  Bell 
Telephone  Company  and  the  Western  Electric  for  receivers  and  transmitters  used 
by  subHcribers.  drops  on  the  switchboard  in  the  central  office. and  the  use  of  patents 
the  Bell  Company  may  hereafter  acquire.  In  claimed  an  average  annual  working 
expenho  of  871.20  per  phone.  The  capitalization  was  $470  per  phone  (8100  bonds 
and  8370  stock). 

Now  let  ns  look  at  these  items  in  the  light  of  other  facts  stated  in  the  opinion. 
The  actoal  value  of  the  plant  was  found  to  be  $441,438  as  a^cinst  S».'jO,000  capi- 
talization, or  less  than  $220  real  capital  per  phone,  instead  ot  the  $410  of  existing 
stock  and  bonds,  making  the  fair  capital  charge  not  over  810  per  phone,  instead 
of  $20.    But,  further,  a  very  large  part  of  the  S320  was  due  to  the  fact  that  the 

Slant  was  not  used  anywhere  near  np  to  its  capacity,  and  this  in  turn  was  prolwbly 
ue  to  'the  high  rates  maintained  by  the  piimpany,  A  large  part  of  the  capit^ 
outlay  was  for  underground  construction,  putting  in  vitrified  terra  cotta  dncfs 
under  asphalt  pavement-'.  The  court  said  that  "the  cost  of  ndditional  ducts  to 
provide  for  future  growth  of  business  is  very  trifling,  ana  it  is  in  evidence  that 
some  ii.(XX)  or  4.000  subscribers  could  be  served  by  cables  to  be  drawn  in  the 
vacant  ducts  now  maintained; "  that  is,  the  business  could  be  doubled  or  trebled 
•  without  more  duote,  and  even  fnrther  increase  could  be  provided  for  at  trifling 
expense.  If  the  rates  enacted  by  Congress  had  been  put  in  operation,  the  sub- 
scription lists  would  doubtless  have  expanded  greatly,  and  it  is  quite  probable 
that  the  real  capital  per  phone  would  have  been  speedily  reduced  to  the  neighbor- 
hood of  $100,  or  8150  at  most,  in  spite  of  the  fact  that  Washington  is  a  "city  of 
magnificent  distances."  I  know  the  judze  doubted  any  substantial  increase  of 
sut«criberB  through  lower  rates,  but  the  tacts  prove  that  the  doubt  was  not  well 
based.  The  following  table  presents  a  few  of  the  facts  bearing  on  the  relation 
between  ratee  and  the  use  of  the  telephone; 


jdbyGoOglc 


T.   PABSONS: 


TELEPHONE  SYSTEM. 


RekUye 

RM«<. 

of  per- 

W«hi  no    (ifflB) 

1 

»36U.nSS;n00i.ver- 

_     KcUlea  have  pabllc  (Tstenu,  theotbera  bare  prli 
ISOTand  IHMMhe  y«rof  Ilie  WublngloD  dlwilwion.    1 


'ate jiluiu.    The  Amerl<sn  Hgurei  reli 

-.  r-"— , . —  telephone  Kfo WW  i-ach  year.    Ii 

.Wa.-<hIaRtoii  haabeenukenaalheunUand  (heoIherclIleHrJKStiKlari^irdJnK  tol  .    

■Ik  as  compared  with  WanhlnRton:  Zurich,  half  the  glieol  WuahinKloh;  Copcnha^n,  one  and  a 
thin)  ilm«  u  large  u  WaAtilnston;  Philadelphia  five  Uma  as  Urge,  etc. 

The  evidence  ia  that  low  chwgee,  whether  in  dtiee  lar^r  or  smaller  or  the  Bome 
size  aa  Waahington,  induce  for  larger  ose  of  the  telephone  than  exista  in  Wash- 
ington, snch  larger  ntte  being  fonnd  as  an  accompaniment  of  low  rates  in  cities 
of  vastly  less  general  int«lligeDce  and  prosperity  than  Washington,  and  in  cities 
having  private  plants  as  well  as  those  having  public  systems;  whereas  in  foreien 
cities,  luie  Amsterdam,  Paris,  and  London,  naviug  nigh  charges  (^ough  only 
one  as  high  aa  Washington)  show  a  lower  use  of  the  telephone  tu an  Washington, 
and  the  same  is  tme  of  American  Bell  cities,  excepting  Boeton,  which,  being  the 
hub  not  only  of  the  universe  bnt  of  the  telephone  business,  and  a  city  of  great 
prosperitv  and  unsurpaseed  intelligence,  naturally  breaks  the  record. 

In  RocheBter.  N.  Y:,  a  city  ot  182,000  people,  or  about  three-fifths  the  size  of 
Washington,  there  is  an  independent  telephone  company  with  rates  ot  $:]6  and 
$48,  on  which  S  per  cent  dividends  are  made  on  a  laree  body  of  stock,  all  of  which 
is  wat«r.  au  the  nonda  more  than  cover  the  value  of  the  plant.  With  these  rates, 
which  are  still  too  high,  there  is  one  sabscriber  in  Rochester  to  eacii  40  persons, 
showing  that  with  anything  approaching  reasonable  rates  oar  people  iKH^me 
large  nsers  of  the  t«lepnone. 

Upon  the  facts  here  stated  and  the  whole  body  of  existing  telephone  data,  there 
ie  the  strongest  reason  to  believe  that  lowering  the  rates  to  the  Congressional 
level  of  (29  to  fSO  would  very  largely  increase  the  number  of  sabscribers,  proba' 
Uy  donbUng  the  nseof  the  telephone,  and  perhaps  trebling  it  within  2  or  8  years. 
The  judge  said  that  the  court  mast  take  "care  not  to  intrench  upon  the  authority 
of  the  law-making  power,  not  to.disregard  the  statute  under  consideration,  unless 
it  be  unntufaJiabJtr  repugnant  to  the  mndamental  law."  Yet  the  conrt  refused 
to  consider  the  case  on  the  basis  of  the  probable  increase  of  business  and  decided 
it  npon  facts  relating  to  the  preceding  years  nnder  high  rates.  Snppose  the  law 
in  Hnngary  establif&ng  the  zone  system,  reducing  rates  40  to  80  per  cent,  had 
applied  to  a  private  system  of  railways  instead  of  a  public  system,  and  the  rail' 
roads  had  brought  the  matter  into  court,  claiming  that  the  law  confiscated  their 
property,  saying  that  since  they  bad  only  been  making  ordinary  interest  on  their 
capital  at  the  old  rates,  they  would  surely  make  a  loss  on  the  new  tariff  averaging 
less  than  half  the  old  one.  The  companies  would  have  made  out  their  case  on 
the  basis  of  existing  rates  and  bneiness,  and  the  law  would  have  been  declared 
unconstitutional  ontbeprincipleof  thisWashingtoa  decision,  and  yet  the  law  was 
so  far  from  being  umistakably  repugnant  to  the  fnndamental  law  against  confisca- 
tion that  the  actual  result  of  patting  the  law  in  operation  was  an  mcrease  of  net 
eamii^s  instead  of  a  loss,  as  aad  been  expected.  It  is  not  possible  to  foresee  the 
effect  of  such  a  lowering  of  rates  either  in  the  railroad  or  the  telephone  field, 
wherefore  the  court  can  not  know  that  such  a  law  as  that  relating  to  the  Wash- 
ington telephone  is  "unmutoA'adly"  repugnant  to  the  Constitution.  The  trae 
plan  in  sncn  a  case  is  to  eoforce  the  law  for  a  reasonable  time,  until  it  becomes 
clear  that  tbe  effect  of  the  law  is  to  deprive  the  company  ot  a  reasonable  return — 
clear  as  a  matter  of  fact  and  not  as  a  matter  of  anppoeitioa  or  iaference  from 
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more  or  leae  irrelevant  data.  Then  the  law  may  rightlj'  be  declared  nnconstitn- 
tional.  and  the  companj  shonldhave  the  right  to  collect  from  the  Oovenuuent 
whatever  damages  nave  been  inflicted  'Qpon  it  by  the  said  enforcement,  bnt  if 
upon  fair  and  honest  trial  the  law  juati&eH  itself,  it  sbonld  be  continued  in  force. 

In  tbe  Wellman  caee  (143  TJ.  S.,  339)  the  Supreme  Conrt  of  the  United  Statee 
clearlv  recognized  the  principle  that  the  increase  of  business  from  lowered  rates 
mnst  bo  taken  into  account,  and  made  tbia  principle  one  gronnd  for  refusing  to 
bold  void  a  railway  law  of  Michigan  fixing  maximnm  passenger  rates  at  2  cents  ft 
mile.  In  Indiana  a  statute  fixing  the  rent  of  a  telephone  at  not  over  $3  a  month, 
or  $3S  a  year,  has  been  held  valid,  althongh  the  company  in  suit  was  charging 
$11,16  a  month,  or  {134  a  year,  and  claimed  it  was  only  mt^ng  reaeonabte  profits' 
and  could  not  mani^  on  (30  a  year. 

To  return  to  the  Washington  items.  It  is  probable  that  the  enforcement  of  the 
Congressional  rates  would  double  or  treble  the  business  and  bring  the  real  capital 
per  phone  down  to  $100  or  near  it,  thereby  reducing  cajiital  charges  from  fSO  to 
|5or|6  per  phone. 

The  98.S0  monopoly  tribute  to  the  Bell  and  Western  Electric  is  almost  wholly 
an  nnjustiflable  charge  under  an  agreement  made  years  ago  under  pressure  of  the 
fact  that  the  Washington  company,  like  those  in  most  other  Amei-ican  cities,  are 
really  subsidiary  Bellinterests,  or  branches  of  one  big  monopoly. 

The  claim  of  $71  per  phone  for  working  expenses  is  absurd  in  my  judgment. 
Compare  it  with  the  working  expenses  of  $6,43  reported  in  this  same  city  of 
Washington  for  the  telephones  of  the  widely  scatt«red  buildings  connected  with 
the  Interior  Department's  exchange  above  mentioned,  and  the  difference  makes 
the  $71  claim  incredible.  Remember  that  this  same  private  telephone  interest 
which  now  claims  it  can  not  reduce  rates  because  its  $100  of  average  receipts  is 
only  jnst  enough  to  cover  cost  of  working  and  capital  charges  madt  a  similar 
claim  when  the  Department  of  the  Interior  asked  for  reduction  6  years  ago,  and 
yet  when  the  Qoveniment  put  in  its  own  phones  the  service  cost  only  $10. 2S  for 
maintenance,  operating  cost,  depreciation,  and  interest,  in  place  of  $75  per  phone 
formerly  paid.  The  claim  of  the  company  in  13B4  that  it  could  not  reduce  its 
charges  of  $60  to  $125  for  these  phones  has  been  conclusively  proved  erroneous, 
and  there  can  be  no  doubt  in  the  mind  of  anyone  familiar  with  telephone  data 


the  Bell  interest  was  charging  $36  to  $48,  and  claimed  it  could  not  reduce  rates, 
and  yet  the  people  are  now  actually  obtaining  equally  good  service  for  $3  a  year 
residence  and  SlSfor  a  business  place,  and  a  small  surplusin  realized  even  at  tneee 
rates.  Bell  estimatas  are  clearly  unreliable.  Considering  the  length  of  time  the 
Bell  companies  have  been  in  operation,  they  seem  to  know  remarkaoly  little  about 
the  business  when  it  comes  to  reducing  rates. 

With  the  fine  underground  system  estabUshed  in  Washington  repairs  and 
maintenance  should  coat  comparatively  little,  and  the  operating  expenses  are  not 
very  heavy.  All  lines  go  to  tne  central  station,  where  one  operator  manages  100 
lines,  and  the  public  stations  in  hotels,  etc, ,  are  managed  on  the  nickel  or  dime  in 
the  slot  machine  plan  instead*af  having  paid  attendants  as  in  Beaton  and  many 
other  cities.  The  $71 1  believe  to  be  more  than  double  the  fair  figure  for  working 
expienses.  Companies  have  many  ways  of  adjusting  their  accounts  so  as  to  show 
large  expenses  and  small  profits.  It  is  a  common  thing  to  charge  the  cost  of 
extensions  and  repairs  to  maintenance  and  operation.  Sometimes  quite  ethereal 
expenses  are  put  down  in  the  material  column.  For  example,  last  year  in  examin- 
ing the  accounts  of  the  Boston  gas  companies  an  item  of  "  $1S,000  for  gas  mains  " 
was  found  to  cover  such  exnenses  as  $1,200  to  Mr.  L,  $1,500  to  Mr.  M,  etc.— I. 
and  M  being  gas  lobbyists  at  tne  statehouse.  This  year  it  is  stated  on  the  author- 
ity of  one  of  the  directors  of  another  gas  company  that  $1,000,000  is  charged  on 
the  books  of  that  company  to  an  account  that  did  not  receive  a  dollar  of  the 
.  money,  which  was  abstracted  and  used  for  illegitimate  purposes.  Corporation 
accounts  are  very  unreliable  affairs.  And  this  Chesapeake  and  Potomac  Company 
has  had.  without  any  unlawful  abstraction  of  money,  special  opportunities  of 
erroneous  accounting  as  to  the  capitalization  and  expenses  in  Washington.  These 
special  facilities  arise  from  the  fact  that  Washington  is  only  part  of  the  territory 
occupied  by  the  company,  the  stock  for  its  whole  territory  being  $2,650,000,  ana 
for  Washington  alone  $750,000,  A  small  percentage  of  error  in  apportioning 
expenditures  as  between  Washington  and  the  ontside  territory  of  the  company 
mwht  make  a  considerable  difference  in  the  Washington  results. 

1  believe  the  Manning  decision  was  a  judicial  blockade  of  a  just  law.  There 
was  no  reliable  evidence  that  the  Congressional  rates  were  too  low,  while,  as  the 
court  admitted,  there  was  evidence  "  tnat  in  many  cities  in  this  country,  and  also 
in  Europe,  telephone  service  is  supplied  by  the  government  or  by  corporatlona  at 
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bility  of  the  company's  claims  and  the  faimes§  of  the  law.  Nevertheleae,  in  view 
of  the  well-known  power  of  giant  corporationfl  to  tangle  a  conrt  with  ex  parte 
statiHticB,  and  claim  protection  aKainet  possible  loss,  it  seems  to  me  it  would  be 
wise  to  provfde  in  sncn  acts  that  tne  law  shall  be  enforced  for  a  year  or  two  nnder 
a  guaranty  that  the  Oovemment  would  make  good  anv  deficit  resulting  from  the 
l^slative  rates  caning  the  lopome  to  fall  below  wornng  eroenses  and  fair  cap- 
ita charges,  providing  such  deficit  occurs  in  epit«  of  reasonable  efforts  to  make 
the  new  rates  saccessfnl ,  and  is  ascertained  opon  accounts  caref nlly  watched  day 
by  day  by  a  public  officer  with  full  powers  of  inspection,  both  of  the  accounts  and 
the  manner  of  conducting  bnainess.  In  some  way  the  pnbhc  must  take  the  risk 
of  such  changes  for  the  benefit  of  the  public,  or  else  the  courts  will  stand  between 
the  corporations  and  the  law.  For  while  the  jndgee  say  that  the  law  must  be 
unmistakably  contrary  to  the  Constitution  to  be  void,  they  frequently  act  on  the 
principle  that  it  will  be  void  if  the  companies  can  make  it  appear  donhtf  ut  whetheT" 
the  new  rates  will  yield  a  profit.  Through  some  such  modification  as  I  have  jnst 
snggested.  or  by  frequent  small  reductions,  the  regulative  power  may  make  itself 
felt;  bnt  the  only  clear,  clean,  certain,  and  complete  solntioa  is  -nnblic  ownership. 
After  making  this  stat«ment  regarding  the  Manning  case.  I  snbmitt«d  to  Prea- 
dent  Holbrook,  of  the  Massachnsettfl  Telephone  Company,  the  question  of  tJtke 
credibility  of  the  $71  charge  for  working  expenses  lender  Washington  couditionii. 
His  reply  was  that  the  saia  claim  was  not  only  absurd  but  pathetic,  andnotonly 
pathetic  bat  humorous;  pathetic  that  a  claim  nearly  three  times  the  reasonable 
fignre  should  be  made,  and  humorous  that  men  in  authority  could  be  made  to 
believe  such  a  claim.  With  nndergronnd  wires  in  a  plant  like  that  of  Washing- 
ton ,  the  fair  charge  for  maintenance  and  operation  would  be  about  $25 ,  according 
to  President  Holbrook.  In  Montreal,  a  cil^  about  the  same  size  as  Washington,  - 
with  wires  largely  undergiound,  a  good  profit  is  made  on  a  f50  telephone  rate 
established  bv  the  Dominion  Oovemment.  In  Rochester,  a  city  of  102,000  people, 
the  indepenaeni;  telephone  company  has  3,600  subscribers,  and  the  Bell  naa 
dropi)ed  to  400  The  cost  of  the  independent  company's  lines  has  been  a  good  d^ 
less  than  $100  a  line.  The  plant  is  bonded  for  WOO.OOO.  and  the  stock  is  $400,000. 
a  capitalization  nearly  three  times  the  real  value  of  the  plant,  yet  the  company 
pays  8  per  cent  dividends  with  rates  of  (86  and  (4tj  per  telephone  year.  Referring 
to  the  New  England  Telephone  Company,  President  Holbrook  says:  "IliecoBtM 
operating  they  claim  is  $11  a  phone;  the  cost  of  maintenance.  f24  a  phone.  Their 
general  expense,  including  taxes,  is  about  $U  a  phone.  Now  these  figures  are 
excessive.  There  is  an  overcharge  on  maintenance  of  $li!,50  per  phone,  which  is 
due  to  the  necessity  of  their  building  old-fashioned  and  worn  out  plants  entirely 
over.  They  are  oDliged  to  pay  $4  a  year  royalty  on  each  phone,  S2  extra  on  taxes 
per  phoue,  owing  to  the  fact  that  they  are  stocked  and  bonded  at  f300  a  phone; 
whereas $100  would  rebuild,  and  in  an  entirely  iQodem  way,  their  entire  system. 
A  capital  charge  of  $12  in  excess  is  therefore  put  against  each  phoue.  In  Other 
wor£  (taking  all  the  facts  into  acconnt).  the  New  England  company  is  hand]' 
capped  to  the  extent  of  about  $31.50  aphone.''  As  the  New  England  company 
averages  $58  per  phone,  this  opinion  of  In'esident  Holbrook  would  indicate  ^.50 
as  the  normal  average  charge  for  that  company's  exchanges,  which  more  than 
confirms  my  own  estimates  stated  above, 

FURTHER  OBJBCTIONS. 

When  the  English  Gtovermnent  began  to  consider  the  absorption  of  the  tele- 
graph, the  telegraph  companies  used  every  effort  to  prevent  and  impede  the 
reform.    The  objections  they  raised  weve: 

1.  It  was  not  the  Oovemment's  brsiness  to  telegraph. 

3.  There  would  be  a  loss  if  it  did. 

8.  The  telegraph  would  be  better  conducted  under  pr  vate  enterprise. 

4.  The  Oovemment  rat«H  would  be  higher. 

5.  And  the  use  of  the  telegi'aph  would  flee  rease. 

6.  The  Oovemment  service  would  be  nonprogressive — no  stimulus  to  inven- 
tion, etc, 

7.  The  secrecy  of  mesetues  would  be  violated. 

8.  The  telegraph  would  be  used  as  a  party  machine, 

9.  The  Oovemment  could  not  be  sued. 

to.  To  establish  a  public  telegraph  would  be  an  arbitrary  and  unjust  interfer- 
ence with  private  interests.  The  companies  had  risked  their  capital  in  the  new 
enterprise,  and  just  as  they  were  about  to  get  their  reward  the  Oovemment  was 
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going  to  take  tbe  business  away  from  them — private  enterprie»  experimentwd 

and  the  people  wanted  to  steai  the  fmit. 

These  objectionB  are  very  familiar.  Our  monopolists  know  them  by  heart,  and 
uiie  them  over  and  over,  taking  no  notice  of  the  answera  to  them,  no  matter  how 
many  times  they  are  refuted.  It  is  easy  to  answer  them  a  priori  and  the  over- 
whelming  demonstration  of  their  falsity  by  the  actual  experience  of  England 
ought  to  have  buried  them  forever  beyond  the  poBsibility  of  disinterment: 

1.  It  is  the  Qoveminent's  biisinesH  to  transmit  intelligence,  and  that  business 
includes  the  use  of  the  telegrapli  and  all  other  appropriate.' means  of  transmissiou. 

2.  If  rates  remained  the  same,  an  increase  of  profit  instead  of  a  loss  was  to  be 
expected  by  reason  ot  the  economies  thatwonld  result  from  a  united  t«legrapli  in 
combination  with  the  postal  service.  The  people  could  keep  rates  up  and  realize 
a  large  profit,  or  pnt  rates  down,  thereby  increasing  the  nsefulnesH  of  the  tele- 
graph, and  taking  their  profit  in  the  form  of  more  and  better  service  for  the  same 
money.  They  did  the  latter,  and,  as  a  matter  of  fact,  they  have  saved  at  the 
lowest  estimate  1150,000,000  in  30  years.  The  telegraphing  they  have  done  would 
have  cost  them  at  least  |150,000,OUO  more  than  it  lias  cost,  including  eipenses  of 
operation,  extensions,  repaira.  interest  on  the  capital,  water  purchase,  and  all. 

3.  It  stands  to  reason  that  a  manager  appointed  and  paid  by  himself,  and  whose 
avowed  interest  and  effort  are  to  line  his  own  pocket  with  the  utmost  possible 
"  giltiness "  consistent  with  bis  personal  safety — it  stands  to  reason  thatsucha 
manager  will  not  conduct  your  tel^apb  or  any  other  business  of  youra  aawell  as 
you  can  do  it  yourself  or  have  it  done  by  your  own  agent.  Ah  a  matter  of  fact 
the  public  telegraph  service  turned  out  to  be  vastly  superior  to  the  private  tele- 
graph service  according  to  the  universal  verdict  of  tbe  English  people.  Com- 
plaints of  inaccnracy  ceased,  and  instead  of  the  old  delays  we  find  a  service  as 
prompt  as  that  of  Belgium  and  Switzerland.  "The  service  i.i  performed  with 
the  moat  perfect  punctuality."  (U.  8.  Consular  Report  on  the  English  Telegraph, 
Consular  Repts.,  vol.  47,  p.  583,  1895,) 

4.  It  was  reasonable  to  expect  that  the  Government  rates  would  be  lower, 
because  the  (Jovernment  would  work  at  cost,  and  would,  moreover,  secure  aD 
absolute  economy  relatively  to  private  corporations  in  the  conduct  of  the  tele- 
graph. In  fact,  the  rates  dropped  at  once  one-third  to  oue-halt,  and  afterwards 
the  ordinary  inland  rate  was  again  reduced  almost  one-half. 

5.  The  use  of  the  telegraph  doubled  the  first  year. 

6.  The  Government  service  has  adopted  new  inventions  and  shown  a  progres- 
sive spirit  in  respect  to  employees,  ae  well  as  the  service  of  the  public. 

T.  There  has  l>een  no  complaint  of  violation  of  secrecy. 
S.  Nor  the  least  suspicion  of  partisan  use. 

9.  Tbe  Government  can  be  sued  and  is  sued.  Claims  against  the  Government 
are  tried  judicially  the  same  as  other  claims. 

10.  Interference  with  private  interests  to  accomplish  a  public  good  is  not  arbi- 
trary and  unJQSt.  It  is  the  very  essence  of  justice  and  (rood  government.  The 
private  interests  of  gamblers,  saloon  keepers,  opiam  sellers,  shipowners,  house 
builders,  powder  makers,  bone  grinders,  grain -elevator  men.  etc. — private  inter- 
ests both  good  and  bad— are  interfered  with  for  the  sake  of  the  public  welfare. 
Telegraph  interests  form  no  exception.  The  companies  had  already  received 
large  returns  on  their  investment,  and  would  receive  full  compensation  for  their 
capital  when  the  public  took  their  plant — more  than  full  compensation,  as  it 
turned  out. 

There  is  really  no  force  at  all  in  tbe  current  objections  to  public  ownership, 
aside  from  tbe  patronage  question,  which  is  covered  by  the  merit  system  of  civfl 
service  and  the  transfer  of  the  interest  of  the  wealthy  classes  to  the  side  of  good 
government  and  honest  administration,  which  accompanies  tbe  establishment  of 
public  oiieration. 

TBR  rtAlAAH  COMMISSION. 

The  report  of  the  Italian  commission  of  1830  is  often  referred  to  as  proving  the 
case  for  priva..d  railways,  being  ranked  as  the  strongest  document  m  existence 
against  tbe  doctrine  of  public  ownership.  Even  Professor  Hadley,  now  President 
of  Yale,  lays  much  stress  on  this  report  as  a  proof  of  the  inferiority  of  public  rail- 
ways. Tbe  fact  is,  however,  that  the  report  has  little  real  bearing  on  the  relative 
value  of  public  and  private  systems,  and  while  the  commiBsion  decides  in  favor 
of  leasing  tbe  Italian  roads  to  private  companies,  its  conclusions  are  practically 
worthless  so  far  as  we  are  concerned,  (IJ  because  the  reasons  given  by  the  com- 
mission  for  its  decision  are  partly  false,  invalid  on  their  face,  and  partly  inappli- 
cable to  this  country:  (2)  because  the  commission  lacked  almost  the  whole  of  tbe 
important  facte  and  experiences  that  have  since  demonstrated  the  superiority 
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-    aye,  and  (3)  becansetbe  commiBHion  " 

_aM%  the  decision  it  did  make,  the  commisBioiiers  b 
to  the  conclnsion  deeired  by  the  apjwinting  power. 

The  coiDiniasian  baeed  its  conclusion  mainly  apon  three  prapoHitions:  ( I)  That 
the  credit  and  finances  of  the  Italian  Govemment  were  too  waak  to  make  it  wiae 
to  undertake  thn  operation  of  the  railroads,  needing,  as  they  did,  large  snnis  for 
improvements  and  extensions,  and  strong  financial  backinic  to  steady  their  opera- 
tions nnder  the  fluclu^tions  of  traffic:  this  waa  the  principal  reason  on  which 
the  commisaion  acted,  and  it  is  a  reason  that  is  clearly  inapplicable  to  this  coantry; 
(2)  thennsatisfactoryreenltaof  a  brief  experience  with  direct  operation  in  north- 
eru  Italy  (m78-1881),  the  said  reanlts  beinjf  due  partly  to  the  fact  that  the  tines 
f^me  to  the  Gh>veminent  from  the  private  companies  in  a  dilapidat«d  condition. 
and  partly  to  the  fact  that  the  road,  naving  been  part  of  an  Austrian  system,  watt 
officered  tiironghont  by  Anstrians.  who  were,  of  course, displaced  en  masse  when 
the  road  waa  taken  by  the  Italian  Govemment,  aa  it  could  not  trust  the  loyalty 
of  Boch  employees,  the  result  being  that  all  the  most  valuable  officers  and 
employees  were  awept  away  and  their  plaoen  filled  by  occuiantH  in  large  part 
green  and  unfit:  (8)  the  idea  that  "  State  oneration  is  more  expensive  than  pri- 
vate," a  statement  the  commisaion  thought  it  had  succeeded  in  proving  by  showing 
that  the  percentage  of  operating  expenses  to  receipts  was  lower  with  private 
companiee  thsji  with  State  syst«ns  in  a  few  cases  which  were  given  aa  tne  evi- 
dence, and  the  only  evidence,  of  the  conclusion  as  to  cheapness.  Yet  it  is  perfectly 
clearthattfaepercentageof  operating  expenses  to  income  maybe  low.  not  because 
of  economy  in  operation,  hut  oecauae  the  rates  are  high,  and  vice  versa  the  percen- 
tage of  operating  expenses  to  income  may  be  high,  not  because  of  lack  of  economy, 
bat  because  the  rates  and  tares  are  low:  if  the  rates  were  so  low  that  they  jnst 
paidtbecost  of  operation  the  operating  expenses  would  be  100  per  cent  of  the 
mcome,  although  the  roads  might  be  managed  more  economically  than  another 
syatem  where  the  rates  were  high  enough  to  make  the  incomt'  double  the  operating 
coet  and  the  coefftcient  of  operation  50  jiur  cent  instead  of  100  per  cent.  No  con- 
clndons  as  to  economy  can  be  drawn  from  the  percentage  of  operating  coat  to 
income  withont  a  careful  comparison  of  rates,  volumeof  business,  grades,  cost  of 
fnel,  labor,  etc. ,  elements  which  may  make  the  percentage  of  operation  vary  from 
40  Ut  100  per  cent  on  different  lines  in  the  same  railroad  system  under  the  very 
same  management,  and  as  the  Italian  commisiiion  paid  no  attention  at  all  to  those 
elementa  in  their  study  of  economy,  but  based  their  whole  argument  upon  a  com- 
narison  of  percentages  of  operating  expense  to  income  without  allowance  for  dif- 
ferences of  rates  and  rondittous  behind  those  percentages,  their  conclusion  on  this 
matter  is  entirely  worthless. 

It  must  be  remembered,  further,  that  the  Italian  commission  did  not  possess 
the  light  we  have  to-day.  Prussia  had  not  made  her  remarkable  success  with 
State  TOada  when  thecommiasion  gathered  its  testimony;  the  law  had  been  pas.ted. 
but  the  roads  had  not  been  taken  over.  Austria  had  not  established  her  grf  at 
public  MVfitem  either,  having  only  one-eleventh  of  the  railways  when  the  commis- 
sion gatnered  its  facts.  The  zone  tariff,  with  its  wonderful  developments  and 
simplifications,  did  not  come  till  \>^i>.  Switzerland  had  not  then  voted  S  to  1  for 
public  ownership,  after  studying  the  question  deeply  for  many  years.  The 
achievements  of  New  Zealand  and  the  Australian  republics  were  not  in  evidence. 

Finally,  it  is  charged  <m  high  authority  that  the  commisfion  was  packed  with 
railway  men  and  agents  of  those  who  dnsired  to  lease  and  operate  the  roads, 
instead  of  having  the  Qnvemment  take  charge  of  them.  (See  Quarterly  Journal 
of  Economics.  July,  1887,  article  by  Simon  Steme.)  The  railway  promoters 
wanted  the  lease,  and  the  Gkivemment  desired  it  also,  in  order  to  get  tfnnds  for 
other  purposes,  so  the  Government  and  the  railway  men  united  to  secure  a  com- 
mission that  would  render  a  report  justifying  the  lease.  '■  Soon  after  the  report 
was  made.  Simon  Steme.  a  prominent  member  of  the  Now  York  bar,  being  in 
Italy  aa  the  confidential  agent  of  President  Cleveland,  received  trustworthy 
inside  information  that  the  commission  was  ajipointed  with  the  understanding 
that  it  ahoold  make  the  sort  of  report  it  did  in  order  to  enable  the  Govemment  to 
lease  the  roads  and  obtain  thereby  much-needed  funds  for  the  reorganization  of 
the  Army  and  Navy."  (Prof.  £.  W.  Bemis  at  Massachusetts  Legislative  Hearing. 
March  M,  1900.) 

SEQCI^TION. 

jettbiectof  reinilation.^ 

like  to  n  .... 

not  seem  to  me  to  be  true,  for  this  reason:  B^nlatin 

onism  of  interest  between  owners  and  the  public. 
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and  power,  nor  the  anstocTatic  tendency.    We  have  antaguniBm.  wealth  congee- 
"  in,  and  aristocracy  instead  of  harmony   ""----    --'  * _i..-i  ___ 

::nred  by  a  normal  public  institution  ii 

n  be  secured  under  private  ownership, 
in  modern  times  that  property  is  to  be  administered  in  the  interest  of  its  owner; 
and  our  bneineBS  ethics  compel  the  managers  of  private  systems  to  manage  tbem 
in  private  interests;  and  the  same  bnainess  ethics  would  impel  the  managers  of 
the  public  system  with  the  same  earnestness  and  honesty  to  administer  the  sys- 
tem in  the  pnblic  interest. 

THE  TBLBOBAPH. 

Passing  to  the  telesraph,  I  wonid  flret  like  to  say  that  under  the  Constitntion 
of  the  United  States  it  aeema  really  to  be  the  dnty  of  the  Federal  Q-overnment  to 
establish  a  postal  telegraph  syst*m.  The  Constitution  not  merely  gives  the  Gov- 
Anunent  a  right  to  a^iinister  the  means  of  conuuunicating  intelligence,  bnt  the 
provision  is  mandatory ,  and  is  so  understood  by  jurists.  Congress  is  bidden  to  sap- 
ply  the  people  with  means  of  commnnication.  Now,  it  Isa  fundamental  principle 
of  the  law  of  agency  that  an  agent  or  trustee  is  bound  to  use  the  best  means  rea- 
Bonably  attainable  for  the  porpoae  of  his  agencv. 

<j.  (By  Mr.  A.  L.  Harris.  )  What  section  of  tne  Constitntion  do  you  refer  to? — 
A.  The  section  which  deals  with  post-offices  and  DOst-roada.  Iwillgiveanaathor- 
ity  for  this  in  a  moment.  When  the  stage  coach  was  replaced  by  steam  railways 
and  the  ordinary  sailing  ship  by  the  steamboat,  it  became  the  duty  of  Congress  to 
adopt  those  improved  means  for  the  transmission  of  the  people's  mail,  and  they 
did  use  those  means.  When  the  electric  telegraph  was  invented  and  came 
into  use,  and  when  the  telephone  was  invented  and  came  into  use,  it  v»as  equally 
the  duty  of  this  trustee  to  adopt  the  new  and  improved  methods  for  the  transmis- 
sion of  intelligence.  That  duty  has  been  recognized  and  strongly  emphasized  in 
one  of  the  reports  to  Congress  made  some  years  ago,  and  as  the  matter  is  very 
important,  1  will  give  you  the  reference:  House  Report  187,  Twenty-eighth  Con- 
gress, second  session,  pages  I  to  3. 

Q.  Is  it  a  majority  or  a  minority  report?  It  was  a  committee  report,  as  I  nnder- 
stand.— A.  Yes;  it  is  a  majority  report. 

Ur.  Phillips.  Please  read  the  paragraph. 

The  Witness.  (Reading;)  "The  Government  in  authorized  and  required  by  the 
Constitution  to  carry  intelligence.  The  functions  thus  devolved  on  the  Govern- 
ment of  performing  for  the  x>eople  the  office  of  universal  letter  carrier  and  news 
—  T  is  a  matter  of  the  very  highest  consequence  in  every  light  in  which  it  can 
•     ™     '        -     '  '      '  -olea      '■■  ------    - 


be  viewed.  The  bare  fact  that  our  ancestors  refused  to  leave  it  dependent  o 
individual  enterprise  or  Stote  control,  and  rested  it  expressly  in  Congress,  abun- 
dantly attested  tneir  anxious  sense  of  its  importance  and  their  conviction  of  the 
impracticability  of  realizing  the  requisite  public  advantage  from  it  otherwise  than 
by  giving  it  Federal  lodgment  and  administration.  But  though  not  anticipated  or 
foreseen,  these  new  and  improved  modes  were  as  clearly  within  the  purview  of 
the  Constitution  as  were  the  older  and  less  perfect  ones  with  which  oar  ancestors 
were  familiar;  and  there  being  no  doubt  entertained,  either  on  this  point  or  as  to 
the  obligation  of  the  Government  to  lay  hold  of  the  best  and  most  rapid  methods 
of  transmission  which  the  improvement  of  the  age  puts  in  its  reach,  ateam  power 
commended  itself  at  once  to  adoption  and  has  long  been  extensively  employed 
both  on  laud  and  water  for  the  carriage  of  the  mail. 

"It  is  not  without  full  reflection  that  the  committee  insist  on  the  principle  that 
it  was  the  duty  as  well  as  the  right  of  the  Government  thus  to  avail  itself,  even 
at  heavy  additional  expense,  of  the  powerful  agency  of  steam  for  the  purpose  of 
accelerating  the  mails." 
I  think  I  might  omit  a  little  here  and  still  give  the  whole  sense: 
(Reading:)  "Thisgreat  and  fundamental  principle  upon  which  the  Department 
act^  (of  not  being  outstripped  in  the  transmission  of  correspondence  and  intelli- 
gence) led  necessaiily  to  Uhing  the  steam  engine  in  the  service  of  the  post-offlce. 
audit  must  and  vrill  lead  with  equal  certainty  t^i  the  adoptionof  any  other  newly 
discovered  agency  or  contrivance  possesHing  decided  advantages  of  celerity  over 
previously  ui4d  methods.  The  same  principle  which  justified  and  demanded  the 
transference  of  the  mail  on  many  chief  routes,  from  the  horse-drawn  coach  on 
common  highways  to  steam-impelled  vehicleson  land  and  water,  is  equally  potent 
to  warrant  the  calling  of  the  electro-magnetic  telegraph — that  last  and  most  won- 
droas  birth  of  this  wonder-teeming  age — in  aid  of  the  post-office  in  discharge  of 
its  great  function  of  rapidly  transmitting  correspondence  and  intelligence." 


'.t>(>t^lc 
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Q.  (By  Mr.  CIJ.KKE.)  What  is  the  date  of  tii&t?— A.  That  ie  the  Twenty-eighth 
Congress,  eecond  session,  March  S,  1840.  report  of  the  Committee  of  Ways  and 

Mr.  Phiixifs.  Yon  will  proceed  in  yonr  own  way,  ProfesBor. 

The  WiTHBSS.  The  application  of  the  law  of  agency  and  the  tmatee  principle 
they  do  not  mention  Bpeciflcttlly:  but  that  is  an  obrions  legal  method  of  stating  or 
emphaaizing  the  point  made  by  the  committee. 

Now,  I  would  tike  to  discnsB  for  abont  10  miuatM  or  bo  the  exiwrience  of 
Eingland  with  her  telegraph.  As  I  have  already  said  she  tried  the  private  Byet«ni. 
Complftinta  were  made  of  delay,  inaccnracy,  high  charges,  and  insniRcient  facili- 
tiee.  Chambers  of  commerce  ti>ok  the  matter  up;  some  of  them  xwtitioiied  the 
poetmaater-general  and  the  Govemmeot.  An  agent,  Mr.  Scndamore,  was  ap- 
pointed by  tne  postmaBter-general  to  go  to  other  coontriee  aud^stady  the  public 
systMUH  and  compare  them  with  the  private  Hystema  of  England?  He  did  so,  and 
made  full  reports  with  the  resolt  of  showing  conclaelTely.  as  appeared  from  the 
flabeeqnent  Tote  of  Parliament,  that  the  pnblic  eystema  of  Belgimn,  Switzerland, 
and  other  conntnes  far  excelled  the  private  telegraphs  of  England  both  in  cheap- 
ness and  qoatity  of  service  and  in  facilities.  The  Qovemment  therenpon  bonght 
oDt  the  English  telegraph  companies,  making  the  mistake,  as  I  believe,  of  baying 
them  all  oot  at  once — mstead  of  one  at  a  time  as  the  Pmsaians  did  with  the  rail- 
ways—and paying  about  fonr  times  the  real  valne  of  the  lines.  The  Oovernment 
immediately  reduced  rates  very  mncb — from  a  third  to  one-half  it  is  estimated, 
as  I  have  said— and  extended  the  linee  into  the  country  districts  There  the  com- 
panies had  refused  to ^o  because  there  wasno  profit.  They  increeaed  the  facilities 
in  eveiT  way  by  opening  telegraph  offices  in  tne  poBtK>ffices  and  even  making  ■ '-  ' 
poet-omce  boxes  places  where  telegrapb  meeeages  conld  be  deposited. 

They  secnred  a  great  economy  by  tne  saving  of  rents  and  wages  and  light  and 
fnel  through  the  coordination  of  the  telegraph  with  the  postal  service,  the  same 
oflScers  and  employees  very  largely  being  able  to  attena  to  both  services,  espe- 
cially in  country  districts. 

O.  (By  Mr.  Phillips.)  W 
took  the  telegraphs  over  at  „  „         .  -       . 

beneficial,  the  Oovernment  telegraph  parsning  a  systematic  policy  of  iucreasini 
wagr^  from  time  to  time,  so  that  the  percentage  of  wages  to  receipts  rose  from  3v 
per  cent  in  1870  to  72  per  cent  in  isafi. 

They  have  also  shoi1«ned  honrs  so  that  since  1881  the  honrs  have  been  rednced 
from  5S  per  week  on  an  average  to  48  and  43 — 46  for  day  work  and  43  for  night 
work.    All  Sunday  work  in  paid  for  as  overtime. 

The  diffusion  of  wealth  has  been  helped  through  the  removal  of  the  opportnni^ 
for  makingvast  profits  out  of  the  telegraph  for  any  individual  or  group  of  indi- 
viduals. The  public  operation  and  ownership  of  the  telegraph  has  brought  abont 
a  harmony  of  interest  which  has  been  secured  by  getting  nd  of  the  antagonism 
between  the  small  group  of  owners  and  the  public. 

The  benefit  to  the  press  has  been  great  through  the  enormona  reduction  of 
rates,  which  the  postmaster-general  claims  baa  given  England  the  lowest  press 
rates  in  the  world.  The  facilities  for  press  work  were  also  greatly  increased  by 
public  ownership.  I  notice,  however,  that  some  of  the  newspapers  are  not  wholly 
satisfied  in  England  with  the  conditions  there  in  spite  of  the  great  reduction  and 
-.he  increased  facUities,  Public  ownership  is  not  perfect,  but  it  is  better  than 
■I'ivate  monopoly— it  is  the  least  imperfect  of  the  two  systems — and  sentiment  in 
iflngland  is  practically  a  unit  to  the  effect  that  the  postal  telegraph  is  a  vast 
improvement  on.  the  private  system. 

The  development  of  business  has  been  something  remarkable,  I  liave  already 
referred  to  it  in  brief.  The  number  of  meHHages  doubled  in  two  years.  The 
actual  amount  of  business  done  doubled  almost  in  the  first  year,  and  the  subse- 

Sient  increase  has  been  very  large,  so  that  the  rate  of  increase  In  England  under 
e  public  system  has  been  8  times  as  rapid  as  the  development  of  the  telegraph 
business  in  America  under  the  private  syiitem. 

Farther,  there  has  been  a  great  strengthening  of  social  ties  by  the  civilizing 
infiuencee  of  easy  comma nication  among  tlie  people.  That  contrast  is  brought 
out  very  strongly  by  comparing  the  testimony  of  the  president  of  the  Western 
Union  some  years  ago  in  a  Congressional  investigation,  where  he  said  that  46  per 
cent  of  the  total  business  in  tiiis  country  is  speculative^ — stockjobbing,  wheat 
deals,  pool-room  matters,  etc.;  that  34  per  cent  is  legitimate  trade,  12  per  cent  is 
press,  and  8  per  cent  social.  Whereas  thev  find  that  in  Belgium  and  Switzerland 
and  other  poolic  systems  the  peicent^^e  oi  social  messages  rane  up  in  some  eases 
M  higb  as  08  per  sent  of  the  totaL 
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PreaiUeut  Uri^u,  of  the  Weetem  TTiiioD,  in  im  article  of  his  some  years  ago  in 
tlie  North  American  Beview,  said  that  onl;  about  a  mil  I  inn  people  in  thiB  conn- 
ti7  use  the  telegraph — chiefly  the  stock  gambleis  and  epecalators,  and  pool  room 
men,  and  so  on,  and  he  asked  if  that  was  the  class  that  the  Gkivermnent  ought  to 
seek  to  benefit.  In  some  of  their  testimony  it  was  stated  that  they  believed  the 
masses  of  the  people  wonld  not  ose  the  telegraph  to  any  great  extent  even  if  they 
had  the  privilege  of  low  rates.  They  apparently  regard  the  farmer  as  a  sort  <n 
hermit,  or  relic  of  primeval  times,  who  does  not  care  very  much  abont  matters 
of  commei'ce  or  social  interconrse,  and  has  no  need  or  desire  to  nse  the  best  means 
of  commnnication.  But  the  facte  in  other  countries  appear  to  indicate  that,  if 
the  rates  are  low  and  facilitiea  ample,  the  masses  of  the  people  do  nse  the  tele- 
graph bo  a  very  great  extent.  The  electiric  current  belongs  to  the  people.  It  is 
one  of  the  great  ipventions  of  modem  times  and  it  ought  to  be  brougm  within 
the  reach  of  the  people. 

Snmming  up  we  find  that  for  27  years  Great  Britain  permitted  the  telegraph  to 
remain  in  private  hands;  that  the  companies  combined  to  keep  the  rates  np  and 
to  destroy  any  real  attempt  at  competition;  that  the  tariff  was  exorbitant,  the 
service  very  poor,  the  lines  confined  to  the  more  popnlona  districts,  the  treatment 
of  employees  anch  as  is  usnall^  accorded  them  by  private  corporationE;  that  a  few 
thoughttul  men  called  attention  to  the  existing  abuses  and  advocated  national 
ownership  aa  the  remedy;  that  the  chambers  of  commerce  and  the  pret«  took  up 
the  matter,  and  with  the  help  of  a  leading  statesman  carried  the  meaanre  against 
the  powerful  opposition  of  tne  companies  and  the  inertia  of  those  af^cted  with 
the  heart  failure  of  extreme  conservatiBm  and  pnblic  diatmst;  that  the  immediate 
results  were — 

1.  A  rednction  in  rates  of  one-third  to  one-half. 

2.  A  vast  increase  of  business,  the  work  done  by  the  telegraph  nearly  doubling 
in  the  first  year  after  the  transfer. 

3.  A  great  extension  of  lines  into  the  less  populous  districts,  so  as  to  give  the 
whole  people  the  benefit  of  telegraphic  communication. 

4.  Large  additional  facilities  by  opening  more  oEQces,  locating  oQlces  more  con- 
veniently, and  making  every  post-offlce  and  post-box  a  place  where  a  telegram 
may  be  deposited  to  be  taken  to  the  nearest  tolegraph  offlce  for  ti'ansmissiou. 

5.  A  considerable  economy  by  uniting  the  telegraph  service  with  the  mail  serv- 
ice under  a  single  control,  avoiding  aseless  dnplications,  nsing  the  same  offices, 
the  same  colle<%ng  and  delivery  agencies,  and  often  the  same  operatives  for  ')oth 


6.  A  marked  improvement  in  the  service,  throwing  complaint  out  of  the  stec:dy 
occupation  she  bad  had  so  long,  the  aim  of  the  post-office  being  servici!.  not 
dividends. 

T.  A  decided  gain  to  employees  in  pay,  hoars,  tenure  of  offlce,  eto. 

8.  Unprecedented  advantages  to  the  press  for  cheap  and  rapid  transmission  of 
news,  at  the  same  time  freeing  it  from  the  pressure  of  a  power  that  claimed  the 
right  to  dii'tate  the  views  and  opinions  it  should  express. 

9.  The  development  of  business  and  strengthening  of  social  ties,  lies  of  kinship 
and  friendship,  through  the  growth  of  business  and  social  correspondence. 

10.  The  removal  of  a  great  antagonism  and  the  cessation  of  the  vexatious  and 
costly  conflict  it  had  caased  between  the  companies  and  the  people. 

Looking  at  the  subsequent  history  of  the  English  postal  telegraph  we  find — 

1.  A  further  reduction  of  nearly  oue-half  in  the  average  cost  of  a  message. 

2.  More  than  a  tenfold  increase  of  business  in  25  years,  while  population 
increased  bnt  one-fourth,  over  1,000  per  cent  tolegraph  growth  to  25  per  cent  pop- 
nlation  increase. 

3.  A  sixfold  extension  nt  lines  and  fiftyfold  increase  of  facilities. 

4.  A  steady  policy  of  expanding  and  improving  theservice.  adopting  new  inven- 
iona,  putting  under  ground  hundreds  of  miles  of  wire  that  formerly  ran  over 
houses  and  streets,  etc. 

5.  A  systematic  effort  t^  elevate  labor,  resulting  In  a  progressive  amelioration 
of  the  condition  of  employees  in  respect  to  wages,  hours,  tenure,  promotion,  privi- 
leges, and  perquisites. 

6.  A  good  profit  to  the  Government  (excluding  interest  on  the  water-logged 
capital  coat)  m  spite  of  low  rates,  large  extensions  into  thinly  ponnlated  areas, 
advancingwages, heavy  losses  through  carrying  press  dispatehesnelow  cost,  com- 
petition of  telephone  companies  in  the  beat-paying  part  of  the  traffic,  eto. 

7.  Satisfaction  with  the  telegraph  service  even  on  the  part  of  conaervativea  who 
objected  to  the  change  before  it  was  matle. 
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Comparing  the  Engliah  sitnatioii  with  onr  own,  W6  BnA: 

IN  ENGLAND.  IN  THE  UNITED  STATES. 

Low  rates.  Higli  rates  (twice  aa  high). 

Good  mrvice.  Poor  eerrice. 

Elxtensioti  of  telegraph  f acilltiee  to  the  Facilities  only  for  the  claasee. 

Sapid  growth;  40  timee  as  rapid  as  the  Slow  growth;  less  than  one-sizth  of  the 

Sowth  of  popnlatiaii  and  i  timee  as  growth  of  the  English  eyat^m.  . 
9t  as  the  growth  of  the  letter  mail. 

Progressive  improvement  of  labor.  Progressive  maltreatment  of  labor. 

Harmonious,  tminterrupted  operation.  Big  strikes. 

Large  popular  nse  of  the  telegraph.  The  telegraph  an  adjunct  of  specnla- 

A  management  aiming  solely  at  serv-  A  management  aiming  solely  at  serving 

ing  the  people.  tbemselTes. 

Uoderate  salaries  for  leading  ofBcials.  Exorbitant  salaries  for  leading  ofBcialH. 

Nobig  fortunes  from  telegrapamauipu-  The  telegraph  a  mlllioDaire  machine. 

lation. 

TTnivereal    satisfaction  Mrith  the  tele-  Universal  discontent. 

graph  situation. 

Public  monopoly.  Private  monopoly. 


We  do  not  need  to  imitate  England's 
In  payinj;  too  much  for  old  lines; 
In  allowing  the  telephone  to  remain  so  largely  in  private  bands; 
In  serving  the  press  below  coat; 

In  giving  the  railways  a  vast  service  every  year  for  nothing; 
In  leaving  the  telegraph  debt  to  han^  like  a  millstone  around  the  neck  of 
the  department,  instead  of  paying  it  off  from  the  postal  profits  or  other 
public  funds; 
In  charging  new  construction  againat  current  income. 

But  we  may  well  imitate  her  energ;etic  adoption  of  a  needful  reform,  her 
economies,  her  progressive  administration,  her  care  for  the  welfare  of  labor,  her 
public  spirit  in  this  matter  of  the  telegraph. 

Now,  in  regard  to  onr  own  t^legraiiii  system.  I  will  take  up  &rst  the  matter  of 
watered  stock  or  inflated  capital,  and  the  question  of  rates. 

First,  in  regard  to  the  stock.  The  National  Board  of  Trade  some  years  ago 
made  a  summary,  which  I  can  supply  in  detail  if  you  like.  The  result  was  this: 
That  960,000.000  of  stock  represented  less  than  $10,000,000  of  actual  value  which 
had  been  i.ssned  in  the  building  up  of  the  Western  Union;  and  something  like 
935,000.000  of  stock,  largely  stock  dividends,  which  we  can  not  analyze  and  can 
not  tell  just  how  much  in  solid  and  what  is 

The  highest  estimate  I  have  aeer  ■•■  ""■ 
the  actual  amount  of  money  paid  ii 
formed  the  Western  Union  is  916,000.000.  The  plant  has  been  built  np  ont  of 
earnings  very  largely,  and  money  secured  on  bonds,  and  by  the  issue  of  stock  to 
some  extent,  I  presume. 

The  railroad  commissioners  of  North  Carolina  3  years  ago  ( 1 887 )  made  an  exten- 
sive examination  and  came  to  the  conclusion  that  about  $5,000,000  was  the  actual 
valne  of  the  Western  Union  plant  above  the  bonds.  The  stock  at  that  time  was 
about  997,000.000,  which  would  leave  992,000,000  of  water— about  18  of  water  to  1 
of  solid. 

I  sent  circulars  to  all  the  States  and  got  a  good  many  replies,  which  gave  the 
assessed  value  x)er  mile  of  line  and  per  mile  of  wire,  and  so  on;  and  I  also  gathered 
together  the  statements  pnt  ont  in  tlie  Western  Union  reports,  and  in  the  various 
hearings  by  their  ofEidals.  Combining  all  the  evidence  it  appeared  that  the  plant 
could  be  duplicated  for  20  to  35  millions,  or  at  the  very  outside  $30,000,000.  That 
was  i  years  ago  when  I  made  that  investigation.  The  data  on  which  my  estimate 
was  based  and  the  statements  of  tbo  National  Board  of  Trade  may  be  found  in  the 
Arena  for  March.  18ffl.  and  in  chapter  111  of  the  Telegraph  Monopoly, Equity 
Series  (1530  Chestnut  street,  Philadelphia). 

Since  my  estimate  was  made  a  careful  investigation  has  been  made  in  Ohio 
which  fully  confirms  my  conclusions.  Under  the  Nichols  law  in  Ohio  telegraph 
companies  are  taxed  on  a  value  ascertained  by  taking  the  same  proportion  of  tne 
total  market  value  of  the  capital  stock  that  the  lines  in  the  State  bear  to  the  total 
lines  of  the  company.    The  assessors  took  the  market  value  of  Western  Union 
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stock,  enbtmcted  the  real  estate  and  the  etocks  aod  bonds  of  other  companiee 
held  by  them,  and  dividing  the  remainder  bv  the  total  nnmber  of  miles  of  bne 
belonging  to  the  company,  fonnd  the  assessable  capitalization  per  mile  of  line  to 
beSBM.  This  gave  $3,016,614  for  the  8,2T3mile8of  line  in  Ohio.  As  aaseEsmentB 
in  Ohio  are  at  two-thirds  value,  the  Western  Union  was  aasessed  at  $2,000,000. 
The  company  rebelled  and  took  the  matt«r  into  court,  claiming  that  the  law  was 
nnoonstitutional  and  declaring  that  all  its  property  in  Ohio  waa  not  wortii  more 
than  9647,000;  that  the  average  cost  of  the  poles  was  $1.50,  pins  |1  more  to  put 
them  np  ready  for  wire;  that  the  wire  coat  $17. SO  per  mile  and  stringing  $4,  and 
that  the  total  cost  was  $103  per  mile  of  hue — poles,  wire,  stations,  equipment,  and 
everything.  This  would  give  (taking  the  company's  tignres  of  190,000  or  200.000 
miles  of  lUie,  in  ronnd  nnmbers)  a  total  of  $30,000,000  as  the  actual  valne  of  the 
whole  system,  if  Ohio  was  a  representative  State,  as  to  quality  of  the  telegraph 
plant,  and  that  supposition  can  not  be  ven*  far  out  of  the  way.  So  the  evidence 
points  very  strongly  at  least  to  the  broad  conclusion  that  there  is  a  good  deal 
of  inflated  valne  in  Weetem  Union  capitalization;  jnst  how  much  I  would  not 
like  to  say  that  I  was  sure,  bnt  a  good  deal. 

Now  in  regard  to  the  rates:  In  this  conntry  the  average  receipts  are  about  81 
cents  for  a  10-word  message,  not  including  the  address.  In  several  countnes  of 
Europe  the  rates  are  very  much  less  than  that.  For  example,  in  England  we 
have  a  12-cent  rate  for  12  words,  and  in  France  a  10-cent  rate  for  20  words.  In 
Great  Britain,  however,  and  in  France  also,  they  include  in  that  rate  the  addreaa 
as  part  of  the  words  counted;  but  the  actual  result  on  the  average  brings  the 
telegraph  rate  in  England  below  IS  cents,  showing  that  the  people  are  able  to  use 
the  t«legrHph,  even  counting  the  address,  to  great  advantage  by  cutting  down  tiie 
words  so  as  to  bring  the  communication  wiuiin  a  very  moderate  limit.  In  Bel- 
gium tiie  ordinary  minimum  charge  is  10  cents  (for  20  words)  and  in  Germany 
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Qtut  Britain.. 

GennaDy 

Belgium 

Swllicrlaad  ... 


This  table  was  prepared  in  18M  and  revised  about  a  year  ago.  The  ordinary 
rat«  per  added  word  in  Great  Britain  was  1  cent,  in  France  1  cent,  Germany  IJ 
cents,  Belgium  two-Qf  ths  of  a  cent,  Switzerland  one-half  of  a  cent,  Austria  1  cent, 
while  in  the  United  States  the  ordinary  rate  per  added  word  is  from  2  to  7  cents, 
according  to  the  information  given  to  me  in  the  Western  Union  offices. 

Now,  whether  the  rates  are  too  high  in  this  country  ornotis  a  question  that  may 
be  difficult,  as  we  found  the  question  of  railroad  rates  was  difficult  yesterday. 
The  Western  Union  officials  in  their  testimony  say,  in  the  first  place,  that  the  dis- 
tances are  so  much  greater — double  distances,  they  say,  in  thiacountry — an  avera^ 
of  double  the  European  distance.  That,  however,  hardly  seems  to  explain  the  dif- 
ference between  31  cents  and  IB  cents:  because,  if  we  take  the  total  cost  given  in 
the  Western  Union  reports  for  maintonance  and  reconstruction  and  divide  tliat  cost 
by  the  total  number  of  messages,  we  find  that  the  coHt  due  to  distance  is  not  over 
8  cents  a  message,  so  that  half  that  cost,  or  the  cost  due  to  excess  of  distance  as 
between  this  country  and  European  conntries,  would  be  only  about  l-j  cents,  which 
of  course  would  not  account  for  the  difference  in  rates. 

The  WeBtem  Union  officers  introduced  in  their  testimony  tables  purporting  t>' 
show  rates  and  distances  in  this  country  and  Europe 

Q,  (_By  Mr.  Phillips,  intermpting  )  Where  would  this  testimony  be  pven — 
at  various  places  or  in  the  city  of  Washington? — A.  In  Washington,  I  think.  It 
was  a  Conf^essional  committee.  The  Westom  Union,  in  its  endeavor  to  overcome 
the  force  of  the  tremendousfact  that  telegraph  charges  here  are  more  than  double 
the  public  telegraph  rates  of  Europe,  made  tableii  of  rates  and  charges  to  prove 
their  assertion  that  the  difference  was  a  matter  of  distance. 
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Unfortunately  for  the  Western  TTnion,  the  Washlram  committee  consolted  geog- 
raphies and  telegraph  mapsiutd  found  that  the  len^h  of  telegraph  rontes between 
the  citiee  of  Europe  was  strangely  minified  in  the  Western  Union  statement, 
while  the  distances  between  Amencaii  cities  were  myaterioaHljr  larger  than  those 
set  down  in  naaps  and  geographies.    Here  are  some  examples: 


From  London  to— 

Telegraph  dlBtancH 

WeMen. 
Cnion 

1 
1 

Truth. 

KOa. 

Not  one  single  distance  is  correctly  stated.  It  is  necessary  in  nearly  every  case 
to  add  at  least  one-third  and  often  more  than  one-half  of  the  stated  distance  to 
obtaip  the  real  distance.  The  sum  of  the  stated  distances  was  15,724  miles,  and 
the  sum  of  the  real  distances  was  32,5TS  miles,  or  almost  one-half  more  than  the 
Western  Union's  statement.  To  show  the  falsity  of  statements  about  American 
routes  it  was  not  even  necessary  to  disturb  the  dust  on  the  geography — the  state- 
ment was  its  own  refutation;  for  example,  the  distance  from  Memphis  to  New 
Tork  was  placed  at  2,000  mHes,  while  in  other  tables  of  the  same  Western  Union 
testimony  the  distance  was  said  to  be  1,000  miles.  So  the  dintance  from  New 
Yorh  to  Chicago  was  placed  at  750  miles,  and  to  Q-slena  at  1,400  miles,  though 
Oalena  is  only  IHS  miles  from  Chicago,  Substituting  the  true  distances  in  the 
comparison  of  telegraph  charges  in  Europe  and  America,  the  committee  obtained 
very  different  resalts  ftom  those  of  the  Western  Union  statement.  The  rates  and 
distances  from  Paris  to  thirty-odd  cities  all  over  Europe  were  placed  in  one  table; 
a  rimilar  table  was  made  with  Berlin  as  a  center.  For  the  United  States  a  table 
was  made  of  the  rates  and  distances  from  Washington  to  thirty-odd  of  oar  chief 
cities  having  distances  almost  identical  with  those  m  the  tables  of  Paris  and  Ber- 
lin. The  conclusion  of  the  committee  from  these  tables,  together  with  the  cor- 
rected tables  of  the  Western  Union  statement  (rates  and  mstancee  from  New 
York  to  fli  American  cities,  and  from  London  to  3B  cities  in  all  parts  of  Europe, 
the  cities  in  each  table  being  chosen  by  the  Western  Union),  was  that  the  rate 
per  mile  in  Europe  was  less  than  half  the  rateper  mile  in  America.  And  the  rates 
compar'ed  were  for  internal  trafBc  in  the  United  States,  and  for  international 
traffic  in  Europe.  The  cost  of  international  communication  is  more  than  tbecost 
of  internal  communication  for  an  equal  distance,  because  the  receipts  have  to  be 
divided  among  two  or  more  nations,  each  of  which  desires  nearly  or  ouite  as 
much  return  as  for  an  internal  message,  and  the  division  itself  entails  additional 
expenses  of  bookkeeping,  etc.  VVhen  internal  rates  in  Eurtype  are  compared  with 
internal  rates  in  America,  mile  for  mile,  the  contrast  becomes  more  glaring  than 
ever;  the  committee  found  that  llie  rate  per  mile  in  England  loag  less  tlian  one- 
third  Uie  rateper  mile  in  the  United  States,  and  in  France  lean  than  one-fourth  of 
our  rale,  mile  for  mile. 

Q.  (By  Mr.  A.  L.  Harris.)  When  was  that  report  made?— A.  That  report  was 
in  16T0.  Afterwards  Postmaster-Oeneral  Creswell  made  an  examination,  and  he 
came  to  a  similar  conclusion,  that  the  rates  per  mile  in  this  country  were  from 
li  to  4  times  higher  than  they  were  under  the  European  public  systems. 

Q.  (By  Mr,  Phillips.)  That  was  just  the  yearthattheytook  overthetelegraph 
in  England,  was  it  not?  That  report  was  made  the  year  they  became  pubuc 
property  in  England— 1870? — A.  Yes;  that  is  correct. 

Q.  Therefore  it  would  compare  them  under  private  ownership,  at  least  so  far 
as  England  is  concerned,  with  private  ownership  here? — A.  No;  at  the  b^inning 
of  1870  the  lines  in  England  were  taken  over  by  the  pnblic  and  the  rates  were  put 
down  at  once.    It  was  the  public  system  in  England  that  our  lineaw^re  compared 
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with.    lu  Senate  Report  5TT.  p&rt  2,  p. 26. Senator  HUl.of  the  Conunlttee  on  PoBt- 
Office  and  Post  Roads 

S(ByMr,  Farquhar.)  Whatyear  was  that?— A.  I  bave  not  the  year.  He 
to  President  G-reen,  of  the  WeBtem  Union:  ' '  How  can  yon  say  that  yonr 
system  is  cheaper  when  France  sends  30  words  3,000  miles  for  30  cents,  and  in 
several  coantnes  of  Europe  messages  are  sent  for  one-half  a  cent  u  word  ?  "  Presi- 
dent Green  replied;  "When  yon  understand  that  we  pay  more  than  twice  asmnch 
to  our  operators  as  tliey  do,  and  that  material,  except  as  to  wood  and  coal,  is 
higher,  tnere  is  every  reason  why  it  should  be  higher  here."  Yon  see  he  shifted 
bis  gronnd  in  two  respects.  He  had  formerly  claimed  that  rat^  were  lower 
here  than  in  Europe,  and  also  that  the  excess  of  rates  here  was  dne  to  distance; 
now  he  claimed  it  was  due  to  wages. 

Soon  alter.  President  Orton,  of  the  Western  Union,  told  the  Washbom  commit- 
tee practically  the  same  thing,  that  salaries  of  operators  in  Enropewere  less  than 
half  as  much  as  the  similar  employees  receive  here.  Immediately  afterwards  he 
gave  a  table  which  showed  that  the  French  telegraph  employees  below  the  grade  of 
stiperintendent  got  an  average  salary  of  $430,  and  in  the  same  speech  be  said  that 
(3,000,000  was  expended  for  labor  by  all  the  telegraph  companies  in  the  United 
States;  and  the  comnuttee  found  that  the  number  of  operators  was  0,000,  so  that 
if  the  whole  $2,000,000  went  to  operators  they  would  only  receive  an  average  of 
$88S  instead  of  |860  as  would  oe  necessary  to  make  good  President  Orton's 
assertion. 

The  Tenth  Census,  volume  4,  gives  the  average  salary  of  telegraph  employees 
In  Great  Britain  as  $360,  and  it  has  since  risen  above  $400.  In  Germany  the  aver- 
age was  $300,  and  it  is  now  stated  as  $446  in  a  recentEngUsh  work.  The  averse 
for  Enro^an  conntries  was  p3'iO.  That  was  in  1880,  In  IB83  the  president  of  the 
West*™  Union  told  the  Blair  committee  that ' '  the  aggregate  salaries  from  presi- 
dent down  are  between  4  and  5  millions  a  year."  This  was  in  the  Senate  investi- 
gation on  labor  and  capital,  volume  1,  page  901.  He  also  stated  that  the  number 
employed  and  paid  by  the  Western  Union  Company  was  about  2S,000.  which 
would  make  the  average  salary  $200  to  the  telegraph  employee  in  this  country. 
European  telegi'aph  wages  are  60  per  cent  higher  ob  these  facts  than  telegraph 
wages  here,  while  our  wages  in  general,  taking  other  indnstries  into  account,  are 
50  per  cent  higher  than  in  Europe. 

The  Western  Union  officials  also  say  in  their  testimony  that  the  work  done  per 
employee  is  greater  here;  that  the  efflciencyof  labor  here  is  greater;  theysaythat 
it  is  double.  The  Tenth  Census  gives  data  which  show  that  there  were  l.HTO  mes- 
sages per  employee  here  and  1.180  in  Europe.  That  does  not  show  ''double" 
work  here  by  any  means,  bat  comes  nearer  to  the  Western  Union  statement  than 
might  be  expected  by  one  familiar  with  their  methods.  The  larger  number  of 
messages  here  per  employee  is  partly  due  to  the  longer  hours,  and  to  the  selection 
only  of  the  more  populous  districts  through  which  to  run  Western  wires,  so  that 
the  assertion  as  to  emcieucy  is  not  wholly  to  the  credit  of  our  syst«m.  Probably, 
however,  our  efficiency  is  somewhat  greater  even  in  the  telegraph  system  in  spite 
of  the  lower  average  pay. 

But  I  would  like  to  call  attention  to  the  fact  that  if,  as  on  the  Western  Union 
testimony  would  be  the  case,  the  efficiency  of  their  labor  is  twice  as  great  as  that 
of  Europe  and  if,  as  investigations  bring  out  clearly,  the  wages  are  found  to  be 
lower  here  on  an  average  than  in  Europe,  they  ought  to  be  able,  so  far  as  wages 
are  concerned,  to  furnish  telegraph  services  at  lower  rates  here  than  in  Europe, 
more  than  balancing  the  difference  in  distance,  which,  as  I  said,  was  only  a  cent 
and  a  half,  so  that  upon  We.'<t«m  Union  data  they  onght  to  make  the  rates  here 
even  lower  than  they  are  under  the  European  system. 

In  reply  the  Western  Union  is  hkely  to  say,  and  has  said — there  is  a  deficit 
under  tne  public  systems  of  Europe.  It  is  true  that  a  deficit  has  appeared  in 
Great  Britain,  but  it  has  not  appeared  so  far  as  I  am  able  to  ascertain  in  the  other 
systems.  The  returns  of  the  teleeraph  and  telephone  systems  are  merged,  so  it  is 
not  possible  to  tell  certainly  whetner  the  telegraph  alone  makes  a  profit,  bnt  the 
two  systems  together  do  make  a  profit  in  Belgium,  France,  and  Germany — a  very 
material  profit. 

The  value  of  these  Western  Union  statements  may  be  estimated  perhaps  by 
recalling  the  fact  that  one  of  their  presideiits  said  that  governments  never  made 
any  profit  on  anything,  whereas  we  know  that  Prussia  is  making  $75,000,000  a 
year  on  her  railway  system,  net  profits  turned  into  the  treasury;  the  British  post- 
office  is  turning  in  snme  $10,000,000.  and  many  other  countries  are  making  large 
profltn  on  their  public  industries. 

I  would  like  to  give  here  a  conversation  which  occurred  between  the  president 
of  the  Western  Union,  Dr.  Green,  and  the  Blair  committee,  and  which  will  be 
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tonnd  in  the  Blair  Report  of  1869,  Senate  GoiDimtt«e  on  Education  and  Labor, 
volume  1 ,  pa^e  875; 

"  Q.  What  18  it  that  canses  the  great  disparity  betwesD  your  rates  and  the  rates 
charged  between  England  and  the  Continental  coantries? 

"Green.  I  thjnt  a  good  deal  of  it  grows  out  of  the condncting  of  a  commercial 
bnainesB  by  tbe  government  and  the  condncting  of  the  same  bnsinees  by  individual 
enterpriee. 

"Q.  Do  yon  know  of  any  other  cau«)  to  which  the  difference  can  be  attributed? 

"  Qbeen.  No,  bit;  salaries  are  mncll  lower  there  than  here.  They  pay  mnoh 
leas  for  the  service  than  we  do. 

"Q.  Is  the  telegraph  a  source  of  revenne  beyond  ezpenaee  to  the  governments 
abroad? 

"Gbbbn,  I  do  not  know  of  an^  govenunent  that  has  ever  made  any  profit  oat 
of  the  telegraph,"  [Very  extensive  knowledge.]  "  The  British  post^offlco  system 
claim  to  be  making  about  expenses,  but  they  get  large  appropriatione  every  year. 
They  claim,  however,  that  those  appropriations  are  for  the  extension  of  the  plant, 
the  construction  of  new  lines. 

' '  Q.  They  must  do  much  less  bnsinesa  there  than  is  done  in  this  country  in  pro- 
portion? 

"Qrken.  No.  sir;  they  do  a  larger  business  in  proportion  to  the  amount  of 
wires  they  have  than  we  do  in  proportion  to  our  wires, 

"  Q.  Then,  if  they  are  doing  a  lai^er  business  with  cheaper  labor,  and  are 
receiving  much  higher  prices  than  yon  receive,  why  should  they  not  make  money? 

"Qbeek.  Well.  I  do  not  know  why;  but  somehow  governments  never  make 
any  money  out  of  anything. 

"  Q.  You  state  the  fact  as  you  understand  it,  but  you  do  not  feel  called  upon  to 
account  for  it. 

"  Qrbbk.  I  do  not  feel  called  upon  to  account  for  it." 

I  do  not  think  in  all  the  history  of  cross-examination  a  witness  was  ever  tangled 
up  any  more  beautifully  and  brought  to  a  clearer  reduclio  ad  abmirdam  than  in 
that  examination. 

Now,  as  to  the  deficit  in  England.  In  the  first  place  England  paid  4  times  the 
fair  vaine  of  the  lines—an  example  which  we  ought  not  to  follow;  in  the  second 
place  she  pays  high  wages;  and  in  the  third  place  she  has  been  burdened  by  great 
competition  of  the  telephone;  in  the  next  place  the  government  is  not  aiming  at 
profit  at  all,  but  at  the  development  of  thecotmtry.as  I  said  yesterday— the  devel- 
opment of  other  industries,  bnsiness  in  general,  social  intercourse,  etc..  and  the^ 
get.  even  on  the  financial  basis,  very  large  returns— far  greater  than  any  experi- 
enced deficit— from  the  superior  development  of  the  indiwtriee  of  the  country 
throufA  low  rates.     They  have  S  telegrams  per  capita  to  1  in  this  country. 

Q.  (By  Mr.  Phillips.)  Please  state  whether  they  created  a  sinking  fund  and 
have  liquidated  the  purchase  money  yet,  or  is  it  still  bonded? — A.  It  is  still  a 
funded  debt,  still  bonded.  1  think  they  made  a  mistake  in  that,  in  not  using  the 
great  profits  of  the  postal  system,  of  which  the  telegTai>h  Is  a  piM-t.  to  pa]^  on  the 
telegraph  debt,  and  so  release  it  from  that  burden.  It  is  just  as  absurd,  it  seemf 
to  me,  to  keep  that  debt  and  turn  in  a  large  postal  profit,  as  it  would  he  to  keep  a 
debt  on  mail  boxes  or  pneumatic  tubes.  It  is  a  part  of  the  postal  service  and 
ought  to  be  paid  for  with  postal  profits. 

There  is  another  point.  Telegraph  experts  in  England  told  the  inventor,  P.  B. 
Delaney,  according  to  his  testimony,  that  if  the  expenses  were  properly  divided 
between  the  postal  system  and  the  telegraph — the  mail  system  proper,  I  mean, 
and  the  telegraph — there  would  be  no  deficit,  in  spite  of  the  tremendons  interest 
on  the  overgrown  debt,  They  say  that  the  postal  authorities  are  anxions  to  make 
a  strong  showing  for  the  mail  department  as  compared  with  former  records  and 
that  they  are  not  quite  fair  in  the  division  of  eipenseB.  How  slight  a  change 
would  account  for  all  the  difference  can  be  seen  when  it  is  stated  that  a  2  per  cent 
variation  in  the  division  of  expenses  between  the  mail  department  and  the  tele- 
graph would  more  than  cover  the  deficit.  The  very  low  rates  to  the  press,  carry- 
ing large  masses  of  press  matter  at  U  cents  per  100  words,  is  another  element  that 
must  be  considered,  and  the  free  service  to  the  railroads,  so  that  in  rei^ity  I  do 
not  think  much  weight  can  be  placed  on  the  English  deficit. 

John  Wanamaker  in  1890  made  some  investigations,  which  he  told  me  person- 
ally resulted  in  his  judgment  that  a  uniform  lO-cant  rate 

Q.  (Interrupting.)  When  he  was  Postmaster- General? — A.  Yes.  He  told  me  a 
little  while  afterwards  that  his  investigations  had  led  him  tn  believe  that  a  uniform 
10-cent  rate  in  this  country  with  the  postal  system  would  be  remunerative  and 
cover  all  cost. 
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We  may  see  from  the  example  of  a  little  line  between  Milwaukee  and  Chicago, 
pnt  in  some  years  ago,  how  ezceefdve  onr  rates  are  in  some  instances.  That  com- 
pany made  at  first  a  10-cent  rate,  and  paid  back  from  30  per  cent  to  40  per  cent  of 
the  receipts  to  the  patrons  of  the  road  after  paying  a  large  interest  [7  per  cent) 
on  the  capital.  Subsequently  they  reduced  their  rate  to  S  cents,  or  half-cent  a 
word,  and  still  paid  back  Irom  25  per  cent  to  40  per  cent  of  the  total  receipts  to  the 
patrons  of  the  comx>any,  although  they  had  doubled  their  stock,  making  it  half 
water.  There  is  a  vast  mass  of  tacts  which  go  to  indicate  that  our  rates  are  high: 
that  Is  one  of  the  most  interesting  perhaps. 

The  treatment  of  labor  tay  onr  telegraph  system  is,  I  think,  one  of  the  moat 
objectionable  features  of  the  management.  According  to  the  testimony  of  tele- 
graph employees  in  various  investigation s  and  Congressional  hearings,  a  sys- 
tematic policy  of  reducing  wages  has  been  pnrsued  by  the  telegraph  monopoly- 
They  have  pat  boys  to  work  in  the  ofBces  to  leam  the  business,  and  then  if  the 
operator  resigned  or  moved  away  or  did  not  prove  satisfactory,  or  if  for  any 
other  reason  nis  ofBce  became  vacant,  they  would  offer  the  place  to  this  young 
student  or  apnrentice  at  $5  or  $10  less  than  the  salary  formerly  paid;  and  in  that 
way  and  in  oflier  ways  they  have  reduced  the  wage  so  that,  according  to  the  tes- 
timony,  it  was  reduced  ^pei"  cent  from  1870  to  1888. 

The  great  strike  of  1888  throughout  our  telegraph  system  was  largely  due  W 
the  low  wages  and  long  hours.  They  asked  for  an  increase  of  pay  of  15  per 
cent  and  for  8-hour  work,  and  no  salary  lower  than  |50.  These  requests,  mod- 
erate as  they  were,  were  refused,  and  the  great  strike  was  fought  out  at  a  cost 
alto^ther  of  over  (1,000,000,  and  after  the  strike,  according  to  Western  Union 
testimony,  the  re«nlt  was  that  the  company  was  able  to  get  about  one-third  mors 
work  out  of  the  men  for  the  same  pay.  The  hours  of  operators  are  in  many  cases 
very  long,  the  work  is  verytrying,and  they  are  apt  to  be  affected  by  consumpticni 
and  other  diseases — anable  to  continue  many  years  under  the  strain. 

Q.  You  have  no  knowledge  of  how  many  are  male  employees  or  female? — A. 
No;  I  have  not  the  difference. 

They  also  blackhst  their  employees,  I  understand  from  the  workers,  so  that 
the  man  who  meets  with  their  disapproval  is  practically  unable  to  get  employ- 
ment in  the  country.  They  try  to  shnt  out  the  unions  of  the  men. and  they  even 
deny  them  the  privilege  of  petition.  The  men  say  that  the  leaders  in  presenting 
a  joint  request  for  amelioration  of  conditions,  if  found  out,  are  almost  sure  to 
be  discharged  from  employment. 

The  profits  of  the  system  may  be  realized  from  a  couple  of  statements.  Postr 
maater-Qeneral  Wanamaker  in  !890  found  that  early  investments  in  Western 
Union  stock  had  received  an  average  of  800  per  cent  cash  dividends  per  year  from 
1SS8  up  to  that  time  (1800).  and  ISO  per  cent  a  year  in  stock  dividends  besides. 
In  1858  the  capital  stock  was  $385,700.  From  1858  to  1866  the  stock  dividends 
were  $17,811,140  and  the  cash  dividends  $4,156,340,  a  total  of  $21,067,330.  The 
annual  earnings  were  $3,745.U3),  The  cash  dividends  in  that  period  were  100  per 
cent  a  year  and  the  total  dividends  700  per  cent  a  year.  These  figures  constitttte 
another  proof  of  hi^h  rates.    Excessive  profits  prove  that  charges  are  exorbitant. 

Our  telegraph  facilities  are  not  what  they  on^ht  to  be,  because  private  monopoly 
naturally  and  neceesarily  limits  itself  to  regions  that  will  pay,  whereas  ptlDlic 
ownership  tries  to  give  tne  whole  people  the  benefit  of  the  service. 

Poor  service  is  very  strongly  brought  out  eometimea  by  such  experiences  aF 
these:  Several  cases  are  in  evidence  where  persons  before  going  on  a  railway 
toip  have  telegraphed  to  the  friend  they  were  going  to  visit  that  they  were  com- 
ing— telegraphed  sometimes  3  or  3  hours  before  they  started — and  yet  they  have 
b^n  able  to  travel  hundreds  of  miles  and  get  to  their  place  of  destination  befopt 
the  telegram.  I  recently  had  that  sort  of  experience  myself.  I  telegraphed  from 
New  York  City  to  Philadelphia,  and  half  an  hour  later  1  took  a  train  and  went  to 
Philadelphia;  naif  an  hour  after  I  got  to  the  house  my  friend  received  the  tele- 
gram saying  I  was  coming.  That  is  simply  one  of  many  iUnstrationa  that  onr 
service  is  not  what  it  ought  to  be. 

Professor  Ely  and  former  president  Walker  of  the  Institute  of  Technology,  and 
many  other  men  who  have  traveled  extensively  in  Europe,  have  told  me  that  the 
service  in  Glennany  and  Great  Britain  was  in  their  judgment  greatly  superior  to 
our  service  except  where  speculative  telegrams  are  concerned.  Instead  of  being 
an  advantage,  that  is  in  my  jud^ent  a  fault  of  our  system,  that  it  discriminates 
in  favor  of  speculative  telegrams,  even  setting  aside,  according  to  the  testimony, 
not  only  social  messages,  bat  Ckivemment  bnsiness,  and  violating  the  law  in  so 
doing,  in  order  that  speculative  messagee  should  go  first. 

Postmaster-General  Wanamaker  accuses  the  Western  Union  of  having  bought 
up  and  shelved,  or  otherwise  snppressed,  16  inventions,  instead  of  giving  the 
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improve  the  aemce  and  iubo  increase  present  profits.  If  an  iDvention,  no  matter 
bow  great  the  improvement  may  be,  will  make  their  present  inveBtment  practi- 
cally valueleBB  ho  that  they  will  have  to  rebniM  the  system ,  they  are  apt  to  try  to 
repress  that  invention  and  keep  their  capital  intact  until  they  can  wear  it  ont  and 
get  all  the  RerTic«  ont  of  it. 

The  company  goes  into  politics  to  a  certain  extent.  It  has  distributed  favors 
amrma  vanons  legislators  and  among  Congressmen,  and  Weetem  Union  testi- 
eiplicit  aa  to  the  benefits  they  have  received.  Long  ago  the  president  of 
fTestern  Union  said: 

'■  The  franks  issued  to  (Jovemment  officials  conatitnte  nearly  a  third  of  the 
total  complimentary  bnsinesa.  The  wires  of  the  Western  Union  Company  extend 
into  87  States  and  9  Territories  within  the  limits  of  the  United  States,  and  into  4 
of  the  British  Provinces.  In  all  of  them  our  property  is  more  or  less  subject  to 
the  action  of  the  National,  State,  and  municipal  authorities,  and  the  judicions 
nse  of  complimentary  franks  among  them  has  been  the  means  of  saving  to  the 
company  many  times  the  money  value  of  the  free  service  performed."  (Western 
Union  report  of  1BT3.  See  also  Wanamaker's  argument,  p.  1S4;  Poetmaster- 
Ctenersl  Creswell's  report,  1871j,  j 
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The  passage  is  constantly  cited  by  writers  and  speakers  dealing  with  the  tele- 
graph, becanse  of  its  astonnding  nature  and  implications.  I  have  It  on  the  authority 
le  of  the  most  distinguished  members  of  the  United  States  Senate  that  "  boou 


of  telegraph  franks  are  tendered  to  every  Senator  and  Memb^*  of  Congress,  and 
most  of  them  accept  the  favor, "  The  company  confesses  it  has  received  large  bene- 
fits from  this  distribution  of  favors,  and  some  of  ns  have  thought  per&ps  the 


n  Congress  has  not  been  more  alive  to  this  question  and  has  not  passed  laws 

asked  for  by  petitions,  signed  in  some  instances  by  as  many  as  800,000  voters  and 
backed  up  by  some  of  the  strongest  nien  in  the  conntry— that  the  reason  may  be 
that  they  do  not  want  to  get  rid  of  a  system  under  which  they  can  do  their  tele- 
phoning free  and  come  to  a  system  where  they  wonld  have  to  pay  for  their  own 
privat«  telegrams  at  any  rate,  and  to  a  system  under  which  they  would  get  no 
profits  on  telegraph  stock.  Perhaps  I  am  nnjnst  to  Congress;  I  hope  I  am,  but  it 
■8  alittle  diflBcult  to  see  just  what  influence  could  witiistand  the  e: 

rare  of  thought  and  business  interests  brought  to  bear  ""  "  ''"'""  "' 

example.    He  told  me  he  was  the  most  disappointed 
expected  fully  to  pass  his  bill,  but  found  he  could  not. 

MBTHOn. 

Now.  thisqaestion  of  method:  A  public  plant  may  be  secured  in  many  cases,  or  in 
all  cases^robably,  without  a  dollar  of  taxation.  This  can  1)e  done  in  two  or  three 
ways.  The  Government  may,  in  giving  a  franchise,  pat  intD  it  a  clause  that  at 
the  end  of  the  term — 20  or  30  or  50  years — it  shall  become  public  property  free  of 
debt.  That  has  been  done  in  France  and  in  Italy  and  to  some  extent  in  Qermany 
and  England,  I  believe.  Another  way  is  for  the  Qovermnent  to  issue  bonds  and 
pay  ofE  these  bonds  out  of  the  earnings  of  the  system,  as  is  being  done  by  the  rail- 
roads in  Belginm.  Qermany,  and  Au.-<tria-Himgary.  Another  plan,  which  is  espe- 
cially applicable  to  municipal  monopolies,  is  for  a  group  of  citizens  to  advance  the 
capital  and  make  the  plant  a  pubfic  one,  but  worked  under  a  lease  so  that  the 

Seration  is  governed  by  the  private  parties  and  the  city  together — a  copartner- 
ip — until  the  capital  is  paid  for  out  of  the  earnings,  at  which  time  the  system 
becomes  completely  public.  This  plan  has  been  adopted  in  Springfield,  111. — sub- 
stantially this  method^with  the  electric  plant  with  very  good  results. 

A  more  serious  question  relates  to  tiie  method  of  procedure  in  taking  over  a 
private  plant  or  a  part  of  it,  and  also  the  question  as  to  construction  or  purchase. 

In  reference  to  the  telegraph,  I  believe  that  a  good  method  would  be  to  begin  by 
offering  to  purchase  a  few  of  the  chief  lines  if  the  companies  are  willing  to  sell  at 
a  reasonable  valuation;  if  not,  the  Government,  under  its  constitutional  power 
to  bnild  post-roads,  should  construct  lines  joining  some  of  the  main  centers  and 
gradually  extend  the  lines,  making  reasonable  rates,  but  not  the  lowest  rates,  not 
to  cut  the  bottom  out  from  under  the  company  completely,  simply  to  bring  a  little 
pressure  to  bear,  and  then  do  as  the  Prussian  Government  did  with  the  railroads; 
say  to  the  comiiany:  "  We  will  buy  yonr  lines  one  after  the  other  if  you  will  put 
a  reasonable  price  upon  them;  if  not,  we  will  apply  competition  and  continue  to 
construct,  till  yon  are  ready  to  sell  at  reasonable  figures  what  we  may  wish  to 
buy." 

ut  reference  to  the  railroad  system  the  same  method  might  be  adopted,  but  it 
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ia  more  difficult  on  account  of  the  great  cost  of  new  lines  and  the  eBtabliehed 
character  of  the  present  system.  Therefore  I  believe  the  iiractical  plan  there,  when 
public  sentiment  is  ready  for  pnblic  roads,  will  be  to  bny  out  one  or  two  great 
systems — one  ^reat  system,  perhupe.  from  east  to  west — and  then  make  reasonable 
rates  and  simple  tariffs  and  gradoally  absorb  the  other  systems  on  the  same  plan 
that  Prussia  did  and  as  New  Zealand  is  now  doinf;. 

As  steps  preliminary  to  constmction  or  pnrchaae,  investiKation  and  publicity 
are  of  the  utmost  importance  and  every  effort  shonld  be  made  to  bring  the  inner- 
most facts  in  regard  t«  these  great  monopolies  to  the  knowledge  of  the  people.  If 
a  law  could  be  passed  which  would  open  the  accounte  of  all  corporations  to  pub- 
lic inspection,  Ithinkit  wonld  be  of  very  great  benefit;  and  if  a  competent  cipert 
could  be  sent  out,  some  officer  of  the  postal  system,  as  was  sent  in  Great  Britain, 
or  some  man  of  acknowledged  ability  and  impartialitv  could  be  sent  to  study 
other  systems  and  our  system  and  make  a  scientific  colorless  report — no  propa- 
ganda matter  in  it  whatever— in  regard  to  the  conditions  of  labor  and  service,  and 
so  on,  in  the  railroad,  telegraph,  and  telephone  systems  of  various  countries,  I 
believe  it  would  be  of  great  oeneflt,  as  it  was  in  England.  What  we  want  is 
light ;  and  with  light  I  believe  the  public  spirit  of  the  people  and  the  intelligence  of 
our  legislators  can  be  relied  on  in  the  end  to  produce  true  results. 

Q.  (By  Mr.  Clakke.)  Before  you  recapitulate  I  would  like  to  ask  one  or  two 
questions.  In  Europe  do  the  public-owned  utilities  set  aside  a  percentage  of  gross 
earnings  for  depreciation  to  provide  for  renewij  of  plant?— A.  It  is  just  the  some 
as  with  our  private  companies  here — some  do  and  some  do  not.  In  the  Belgian 
and  (Jerman  systems  they  are  very  careful  indeed  to  cover  depreciation.  In  many 
of  our  own — take  the  Massachusetts  coin^ianies,  that  I  am  moat  familiar  with — 
very  many  of  them  do  not  allow  anything  for  depreciation  at  all.  and  it  is  the 
same  way  with  some  public  plants.  My  experience  is  that  the  public  plant  is  a 
little  more  ant  to  make  provision  for  depreciation  than  the  private  monopoly. 

Q.   You  believe  it  shonld  be  done? — A.  Certainly. 

Q.  Now,  in  regard  to  the  basis  of  capitalization  on  which  you  take  over  the 
properties  of  corporations,  do  you  recognize  that  the  securities  of  corporations  are 
in  toe  nature  of  a  contract  between  the  company  and  the  holder  of  the  security? — 
A.  Tes;  I  am  in  favor  of  being  very  liberal  on  account  of  what  I  understand 
to  be  the  doctrine  of  estoppel.  The  companies  have  in  many  cases  violated  not 
only  law  bnt  common  honesty  in  inflating  their  capital;  in  other  instances  the 
inflation  is  not  morally  reprehensible.  In  the  first  class  of  cases  there  is  strong 
argument  in  favor  of  those  who  think  that  that  sort  of  inflation  should  be  cut  out 
in  spite  of  the  fact  that  the  stock  and  bonds  may  have  come  into  comparatively 
innocent  hands.  They  say  there  is  no  such  thing  as  an  innocent  purchaser  now- 
adays, because  everybody  knows  that  these  fraudulent  stock  issues  have  been 
made.  I  think,  however,  as  the  change  is  to  be  made  for  the  public  benefit,  the 
burden  of  the  change  should  fall  on  the  whole  people  who  are  to  reap  the  benefit, 
and  not  on  any  class,  especially  as  that  class,  however  much  to  blame  they  may 
be,  have  been  encouraged  in  their  action  by  the  silence  and  acquiescence  of  the 
public.  In  a  democracy  it  appears  to  me  that  if  the  people  stand  by  and  see  a 
railroad  issue  stocks,  and  take  nomeasures  to  preventit.  they  ought  to  stand  the 
conseqnences  of  that  Stock  getting  into  the  hands  of  manwho  tmyit  for  good 
moneyin  ttie  open  market, 

Q.  Then  it  is  your  belief  that  any  law  enacted  by  Confess  or  a  State  legale- 
lature  for  making  these  corporate  properties  public  utilities,  should  take  into 
consideration  the  constitutional  provision  against  impairing  the  obligations 
of  contracts?— A.  Certainly;  but  that  is  not  the  point  I  am  dealing  with.  Ido  not 
think  our  governments  are  bound  legally  to  pay  for  inflated  values.  I  place  my 
ar^ment  upon  the  moral  obligation  of  the  people;  as  they  have  allowed  this 
tiling  to  go  on  they  ought  to  share  the  consequences,  and  not  shuffle  them  off  now 
that  they  have  got  their  eyes  open  a  little  more,  and  make  these  consequences  fall 
on  one  class;  but  so  far  as  the  legal  riehts  are  concerned.  I  think  the  Gfovemment 
has  a  perfect  right  to  build  a  line,  and,  in  fact,  it  has  been  held  by  the  Snpreme 
Court  of  the  United  States  that  the  Qovemment  has  a  right  to  build  a  bridge  or 
railroad  right  alongside  another,  and  take  away  its  value  completely,  if  they 
choose  to,  unless  an  exclusive  franchise  has  been  granted.  We  nave  a  right  in 
that  way,  or  by  legislative  regulation  of  rates,  to  squeeze  the  water  and  wind  out 
of  these  overgrown  capitalizations,  but  I  am  not  in  favor  of  doing  that  to  any 
severe  extent.  I  think  we  ought  to  stand  the  conseqnences  of  a  system  that  we 
have  ourselves  permitted. 

Q.  (ByMr.  A.  L.  Harms.)  If  tt  railroad  company  has  $100,000,000  of  common 
stock  and  that  stock  is  only  worth  20  per  cent,  you  would  merely  undertake  to 

?(y  the  value  of  the  stock  and  not  the  inflated  value? — A.  The  market  value, 
lutis  the  rule  of  law,  that  we  should  pay  the  market  value.       (.^tK>'^^lc 
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Q.  That,  then,  wonld  rednce  the  value  of  the  railroads  that  the  Ooverniuent 
woudhaveto  pajTmnch  below  the  11  or  13  billions  of  face  capitalizatiou't'— A. 
Yee.  Tomakemyideaalittleclearer.  let  mego  back  to  Vanderbilt's  time.  Whun 
he  increaeed  the  Undson  stock,  I  believe  a  true  public  spirit  wotild  have  prompted 
men  to  pT^teet  immediately  in  the  conrta  and  before  the  legislature  and  try  to 
stop  that  thing  before  the  stock  got  into  the  hands  of  innocent  purchasers.  K 
the  people  had  done  that  and  followed  up  that  policy  consistently,  I  believe  they 
wodld  have  a  good  right  to  claim  ^ihat  they  should  buy  the  roade  at  their  actual 
value,  but  as  tney  dia  not  do  that  and  as  practically  the  whole  country  by  inac- 
tion has  acquiesced  in  that  system,  it  eeems  to  me  it  is  not  fair  to  turn  around  and 
aay:  "  We  have  stood  by  and  let  you  iMue  a  lot  of  extra  stock,  and  men  have 
bought  and  paid  for  it,  in  many  cases  withont  means  of  knowing  whether  it 
repreoented  value  or  not,  but  we've  come  to  the  conclusion,  now  that  we  want  to 
buy  the  roads,  that  this  won't  do,  and  we've  determined  to  knock  the  bottom  out 
of  the  vhcde  thing  and  pay  only  actual  value  for  the  roads." 

I  dis^ree  in  that,  however,  with  most  of  my  friends.  Even  Professor  Bemia 
thinks  I  am  too  conservative  on  that  point.  He  believes  the  water  ought  to  be 
sqaeezed  out.  He  advocated  that  the  Boston  and  Albany  shonld  be  purchased 
by  the  Stat«  at  C^.0O0,O0D,  as  they  had  the  right  to  do  under  the  charter,  although 
they  had  allowed  a  process  of  accretion  to  bring  the  capitalization  to  about 
$6S,0D0,000.  I  do  not  think  that  would  be  fair.  I  think  it  would  be  wroug;  we 
have  a  legal  right  to  do  it,  bnt  not  a  moral  right. 

Hr.  PmiiUPB.  Have  you  anything  further  to  state,  Professor,  by  way  of  con- 
clusion? 

The  WiTiTEaB.  Only  that  I  think  the  line  of  least  resistance  in  indastrial  priM- 
resa  in  this  country  at  the  present  time  is  to  work  for  public  ownership  ana  the 
cooperative  organization  of  municip^  monopolies,  such  as  electric  light  and  street 
railways.  The  movement  for  mnnicipal  street  cars  is  very  strong  in  Detroit  and 
in  Chicago,  and  in  some  other  cities  there  is  a  vigorous  sentiment  in  favor  of 
public  telephone  exchanges  and  such  things  as  that.  I  do  not  think  it  is  advis- 
able that  national  railways  should  be  attempted  until  the  growth  of  sentiment  in 
this  country  is  very  much  stronger  in  favor  of  it,  which  constitutes  a  powerful 
reason  for  putting  forth  every  effort  to  enlighten  the  people  upon  the  enormous 
bensfitsof  a  well-managed  system  of  public  railways  in  order  that  we  may  develop 
as  soon  as  possible  the  conditions  that  will  make  it  wiae  to  establish  public  owner- 
ahip  and  operation  of  our  railroads.  On  the  other  hand,  I  do  not  see  any  reason 
why  the  manifest  duty  of  Congress,  under  the  Constitution,  to  provide  the  beet 
means  for  transmission  of  intSligenoe  should  not  at  once  resnlt  in  taking  the 
fliBt  Steps  toward  the  establishment  of  a  system  of  postal  telegraph  and  telephone 
cranmunicatioii. 

(Testimony  closed.) 
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TESTIHOHT  OF  HR.  ALBE&T  fi.  CEAJTSIBIL, 

(^the  Pottal  Telegraph  Company,  No.  253  Broadway,  New  York. 

The  commission  met  at  11.23  a.  m.,  Ur.  Farquhar  presiding.  At  that  time 
Mr.  Albert  B.  Chandler,  of  the  Postal  Telegi'aph  Company,  appeared  as  a  witness, 
and,  being  duly  sworn,  testified  as  follows: 

J.  (By  Ur.  Farquhas.)  You  will  please  give  your  name  and  address  and  offl- 
potation  to  the  stenographer. — A,  Albert  B.  Chandler,  No,  253  Broadway. 
New  York,  I  have  been  president  of  the  Postal  Telegraph  Company  for  15  years, 
and  am  now  chairman  of  the  board  of  directors. 

(^.  <ByMr.  Gierke./ Will  you  please  give  us  a  concise  history  of  the  organi- 
zation and  development  of  the  Postal  Telegraph-Cable  Company? — A.  The  Postal 
Tel^p^ph-Cabie  Company  is  a  reorganization  of  the  original  Postal  Telegraph 
Company,  and  has  been  16  years  under  its  present  organization  and  management. 

Q.  You  may  give,  if  yon  please,  a  statement  as  to  whether  or  not  any  other 
companies  entered  into  it. — A.  In  its  development  it  has  acquired  quite  a  number 
of  smaller  telegraph  companies  that  had  been  built  up  between  the  years  1880  and 
1680,  but  the  property  is  chiefly  of  its  own  construction. 

Q.  Were  those  other  companies  local,  or  did  they  aim  to  do  and  undertake  to 
do  a  general  telegraph  business?-~A.  Several  of  them  were  of  sufficient  extent  to 
say  t£at  Ihey  were  doing  a  general  telegraph  business,  but  they  were  all  local — 
that  is,  none  of  tbem  were  extensive,  none  of  them  covered  any  considerable  por- 
tion of  the  country. 
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Q.  When  were  the  FoBtal  Telegrapli  Company  and  the  Commercial  Cable  Com- 
panjr  nnited? — A.  Theyhave  from  the  first  been  in  very  close  alliance,  under  con- 
tracts of  connection.  They  ha-ve  been  substantially  one  property  since  January, 
1887. 

Q,  We  shall  be  pleased  to  ha-ve  you  ^ve  the  capitalization  of  the  company  in 
bonds  or  stock,  if  both  claasea  of  securities  have  been  issued,  and  also  its  mileace. 
nnmber  of  offices,  nnmber  of  employees,  etc. — A.  The  capital  stock  of  the  Postal 
Company  waa,  at  the  time  of  the  acquisition  of  the  property  by  the  Commercial 
Cable  Company,  exchanged  for  bond^  of  the  Cable  Company.  The  Postal  Com- 
pany haa  never  issued  any  bonds;  that  is,  the  present  Posial  Company.  What  we 
term  the  land-line  portion  of  the  property  is  now  represented  by  the  oonda  issued 
by  the  Cable  Company  in  exchange  for  $20,000,000  of  stocli  that  had  been  issued 
preTioasly  and  for  property  since  acquired.    The  total  amount  is  ^,000,000. 

Q.  That  is,  of  bonda?— A.  Yes,  sir. 

Q.  (By  Mr.  Farqchar.)  Is  the  whole  capital  stock  in  bonds?— A.  Yes.  Onthe 
laud-line  properties  there  are  no  shares  of  stock  outfltanding,  excepting  that  the 
land-line  system  consists  of  nearly  40  different  corporations,  and  in  many  of  theae 
corporations  the  entire  capital  stock  is  not  owned  by  the  Postal  Telegraph-Cable 
Company,  nor  by  the  Commercial  Cable  Company. 

Q.  In  what  shape  is  the  capitalization  of  the  Cable  Company? — A.  That  is  in 

Q.  bo  you  include  that  stock  in  your  $30,000,000?— A.  No.  I  would  like  to  be 
excused  from  answering  for  the  Cable  Company  in  respect  to  any  of  its  affairs,  for 
the  reason  that  the  organization  la  absolntely  separat«  from  the  land  lines.  It  is 
a  trans-Atlantic  prepay,  and  although  its  business  is  closely  related  to  the  land- 
line  business,  any  inquiry  made  respecting  it  shonld  be  made  of  an  officer  repre- 
senting that  company. 

Q.  What  interest  do  the  bonds  carry? — A.  Four  per  cent. 

Q.  Can  yon  state  anything  with  respect  to  your  dividends? — A.  The  Postal 
Company  earned  and  paid  4  per  cent  dividends  prerious  to  the  sale  of  its  property 
for  a  comparatively  short  time,  and  it  has  earned  the  Interest  that  has  faerai  paid 
by  thecable  company  on  the  bonds  since. 

Q.  Have  you  any  sinking  fund  in  connection  with  it?— A.  No. 

Q.  Have  yon  a  cumulative  feature  in  your  interest  bearing? — A.  We  have  not. 

Q.  Any  debenture  bonds? — A.  No;  the  bonds  are  mortgage  bonds. 

^.  Do  these  bonds  cover  simply  the  whole  property,  or  do  they  also  cover  fran- 
chises or  patents? — A.  They  cover  whatever  the  company  has  acquired,  and  the 
company's  acquisitions  have  been  not  only  in  physical  properties,  but  in  fran- 
chises, patents,  and  a  variety  of  requisites  for  carrying  on  the  telegraph  businees 
that  have  cost  money. 

Q.  Your  bonds  cover  what  yon  might  call  good  will  or  the  working  franohises 
of  yonr  company?— A.  Yea;  they  cover  everything  that  belongs  to  the  company. 

Q.  (By  Mr.  Farquhar).  Istmsalliance  with  the  Cable  Company  in  the  form  of 
contracts  or  in  material  and  ownership  of  lines,  or  is  it  simply  in  control  of  it? — 
A.  It  is  simply  in  control  of  it. 

Q.  Have  you  used  the  surplus  earnings  of  your  company  in  extending  your 
lines? — A.  Yes.  Onr  snrplos  earnings  have  been  used  in  part  to  bnild  up  the 
sy8t«m.  The  company  did  not  begin  the  payment  of  dividends  until  April,  1896. 
It  is  impracticable  now  for  ns  to  ascertain  accurately  the  amount  of  surplus 
eaminRs  that  have  gone  into  the  property. 

Mr.  Farquhar.  It  would  be  interestioK  to  know  how  much  surplus  earnings 
have  entered  into  the  erteneions.  It  would  save  people  afterwards  tliinking  there 
was  a  covering  in  the  matter  that  had  not  been  brought  out  by  the  commission 
itself,  and  from  your  annual  reports  it  would  be  easy  to  summarize  how  much 
surplus  went  into  extension. 

Q.  (By  Mr.  Clarke.)  In  brief,  was  the  company  paying  dividends  when  you 
became  connected  with  it? — A.  Very  far  from  it.    It  was  operated  at  very  heavy 

Q.  What  is  the  present  extent  of  the  property  and  amount  of  business  being 
done? — At  the  close  of  last  year  onr  mileage,  poles  and  cables,  not  including  the 
Atlantic  cables,  was  36,01S  miles,  and  the  wire  mUeage,  16H,236;  the  number  of 
offices,  3. 7SI.  Thenumberof  meesages  transmitted  last  year  was  16,028,444.  This 
refers  only  to  the  property  of  the  Postal  Telegraph-Cable  Compuiy,  and  does  not 
refer  to  its  Canadian  connections  or  any  other  of  its  connections,  nor  to  the 
cable  service. 

(i.  {By  Mr.  Clarke.}  Can  you  give  the  average  rates  per  message?— A.  The 
day  rates  for  messages  of  10  words,  exclusive  of  date,  address,  and  signature, 
range  from  30  cents,  applying  locally  in  a  few  cities,  to  $1,  applying  between  ttie 
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meesaKe  by  nt 

Q.  (ByEej 
lines  operate?- 
Califomia. 

Q.  It  would  be  subatantitmy  correct  if  yon  said  yon  covered  the  whole  United 
States? — A.  Almost  all  of  the  commercial  centers  of  the  United  States  are  reached 
by  OUT  system  now.  There  ia  no  very  considerable  city  that  is  not  in  commmii- 
cation  with  as,  and  onr  business  may  properly  be  said  to  be  interstate  bnsineas. 
I  do  not  mean  that  there  is  not  a  Kreat  deal  of  local  business  within  th«  States; 
what  I  mean  is,  all  ofBces  accept  business  for  any  State. 

Q.  (By  Mr.  Ci.arke.  )  Is  your  business  competitive  in  all  these  places  with  the 
Western  Union?— A.  No.  We  have  a  good  many  offices  at  places  where  the 
Western  Union  has  none;  that  company  has  a  great  many  more  offices  at  places 
where  we  have  none.  In  the  whole  system,  including  Canadian  lines  and  all 
others  with  which  we  "  check  direct,"  as  telegraphers  say  (we  check  direct  with 
offices  that  are  not  onr  own  under  contract  relations,  and  they  check  direct  with 
ns).  there  is  no  transfer  point  at  which  business  and  tolls  are  divided,  and  mes- 
sages go  through  as  on  one  line,  yet  there  is  a  division  of  tolls  out  of  onr  whole 
system  reckon^  in  that  way  which  adds  largely  to  onr  number  of  offices.  There 
are  a  little  over  a  thousand  offic«s  that  are  not  reached  hy  Western  Union  lines. 

Q.  In  places  where  both  companies  have  offices  is  yonr  business  competitive? — 
A.  It  is  essentially  BO. 

Q.  Have  you  any  understanding  or  agreement  with  your  competitors  in  regard 
to  a  division  of  business  or  in  regard  to  the  method  of  conducting  business? — A. 
We  have  no  agreement  or  understanding  with  the  Western  Union  Company  with 
reference  to  any  division  of  business.  They  have  no  interest  in  our  company,  its 
property,  or  its  business,  and  we  have  no  interest  in  theirs;  but  we  have  an  under- 
standing with  them  respecting  rates  and  respecting  certain  methods  of  competi- 
tion, the  giving  of  rebates,  and  thin^  of  that  kind,  that  are  equivalent  to  paying 
for  ihe  obtafnuig  of  business.  We  aim  to  put  an  end  to  that  form  of  wastefu 
competition. 

Q.  What  hi 

prloTtothisB __    _    ^ _      p 

previous  to  1688,  to  a  very  injurious  extent  to  all  concerned.  At  the  tune  such 
understanding  was  had  a  large  number  of  rates  were  reduced ,  long-distance  rates 
particularly,  and  the  very  low  rates — 10,  IS,  and  30-cent  rates — that  had  been 
established  by  the  various  smaller  competing  companies  were  done  away  witji, 
it  having  been  well  ascertained  that  tike  more  business  done  on  that  bane  the 
worse  for  the  doer  of  it. 

Q.  Who  had  been  the  principal  beneficiarias  of  the  cutting,  or  the  rebate,  or 
whatever  form  the  competition  took?— A.  The  commercial  pablio,  chiefly.  Of 
L'»nrse  the  general  public  benefited  to  a  certain  extent,  but  large  commercial 
houses  were  the  chief  beneficiaries  of  that  system  of  conducting  business. 

O.  Were  they  generally  commercial  houses  or  brokerage  houses? — A.  Both,  and 
under  the  system  of  rebatos  the  meanest  would  get  the  liu-gest  favor.  That  may 
not  be  a  very  graceful  way  of  x)utting  it,  but  it  is  a  fact. 

Q.  That  is  to  say,  the  man  who  was  most  enterprising  in  pushing  for  the 
rednction? — A.  The  one  who  insisted  on  having  the  largest  rebate  that  could  be 
allowed,  or  else  he  was  "  going  to  give  his  business  to  the  other  couipany." 

Q.  Since  this  nnderstanding  all  that  has  been  done  away  with? — A.  Practically 
all.  It  is  not  the  intentian  of  either  company  to  aUow  anything  of  that  Idnd  to 
happen, 

Q.  Thereby  a  small  customer  is  as  cheaply  served  as  a  large  customer?- A. 
Just  the  same,  and  that  is  a  point  which  perhaps  people  not  acquainted  with 
the  telegraph  business  mi^ht  understand  by  an  explanation  better  than  they  can 
if  they  never  have  given  it  any  thought.  It  is  not  exactly  like  carrying  letters 
or  carrying  freight,  by  which  you  can  carry  a  car  approximately  at  the  same 
price  as  you  can  carry  half  a  car,  but  in  the  transmission  of  telegrams  the  facili- 
ties are  used  exactly  alike,  for  every  message  of  equal  length  takes  exactly  as 
much  time  of  theoperatingserviceandasmuchuseof  the  line  as  every  other  mes- 
Bage  of  equal  length.  There  is  a  limit  to  the  capacity  of  wires,  and  carrying 
messages,  therefore,  is  not  the  same  as  carrying  on  a  business  on  the  plan  of 
wholesale  and  retail,  which  has  been  often  nrgea. 

Q.  In  this  connection,  concerning  unfair  advantages,  I  would  like  to  inquire 
to  what  extent  the  free-frank  privilege  prevails  in  your  company. — A.  To  a  much 


»  dettree  than  has  been  true  of  other  companies,  and  still  it  prevails  to  a 
sideraue  extent  in  our  company —unfortunately,  to  a  growing  extent.     The  num- 
ber of  people  who  like  to  avail  themselves  ot  that  privilege  grows  with  every 
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▼ear.  Originally  franks  vote  only  given  in  our  service  under  contract  relations 
uiTolvinK  reciprocal  service.  Thejr  are  now  given  in  case  of  quite  a  Kood  many 
pnbUc  men  wno  think  they  are  entitled  to  the  free  privilege,  1  do  not  know  why, 
bat  they  seem  to  think  so. 

Q.  Do  yon  give  franks  volnntarily  or  only  when  they  are  asked  for? — A.  I  do 
not  think  I  can  answer  that  qneetion  by  saying  that  either  is  tme  in  every 
instance.    In  the  main,  our  franking  privilege  is  extendoa  upon  application. 

Q.  (By  Ur.  A.  L.  Harris.)  When  yon  say  yon  give  franks  to  public  men,  do 
yon  mean  members  of  State  legislatures?— A.  They  are  abont  as  eager  as  anybody 
else  in  tbeir  pursuit  of  franks. 

Q.  (By  Mr.  Farquhak.)  Ib  the  franking  privilege  usually  extended  to  members 
of  Congresa? — A.  For  quite  a  good  many  years  the  Postal  Company  never  issued 
a  frank  to  a  member  of  Congress  because  he  was  a  member  of  Congress.  There 
were  some  memberB  who  were  connected  with  raUroad  service  or  with  some 
other  business  with  which  we  had  reciprocal  relations  which  entitled  them  to  free 
service.  At  present,  perhaps  under  the  necessity  of  meeting  our  great  com- 
petitor, as  mnch  as  for  any  other  reason,  and  on  account  of  appiicationa,  for  another 
reason,  there  are  quite  a  large  number  of  members  of  Congresa  who  hold  franks 
of  the  Postal  Company. 

Q.  Boes  the  privilege  extend  down  to  members  of  municipalities,  aldermen, 
mayors,  and  judges  at  the  courts? — A.  To  a  considerable  extent;  not  everywhere; 
not  to  all.  bat  to  a  considerable  extent. 

Q.  (By  M.r.  Clares.)  Do  yon  have  to  get  franchises  or  privil^ea  from  dties 
or  towns  for  the  erection  of  poles,  etc.?— A.  Yes.  It  la  now,  I  think  I  may  aay 
nniversal,  that  in  going  through  any  city  or  town  we  have  to  acquire  a  franchise. 
Of  coarse  we  always  had  to  obtain  a  right  of  way;  bnt  now  it  le  the  practice  to 
require  a  formal  franchise  in  every  incori>orated  city  or  village,  for  they  under- 
take the  regulation  of  telegraph  affairs  to  a  greater  or  leas  extent.  We  claim  that 
under  the  poet-road  act  of  Congress  of  1866,  and  the  amendments,  thereto,  a 
municipality  can  not  prevent  onr  erecting  poles  and  wires  in  the  cities,  bnt  can 
only  regulate  the  construction.  Practiculy,  however,  the  difBculty  of  obtaining 
an  ordinance  from  the  municipality  for  the  construction  of  onr  lines  is  as  great 
as  though  we  obtained  an  entire  mnchise  from  the  municipality. 

Q.  Do  you  have  to  pay  for  these  contracts,  franchises,  or  privileges? — A.  The 
manner  of  acquiiing  tnem  varies  about  as  much  as  the  numoer  of  places  we  go 
through.  Hardly  two  are  alike,  and  in  one  way  or  another  they  have  to  be  paid 
for,  Our  preference  is  to  pay  a  reasonable  concession  to  the  city  government; 
that  is  the  preferable  way  of  dealii^  with  it,  and  let  that  end  it. 

Q.  Bnt  does  that  end  it? — A.  Unfortunately,  it  does  not  always  end  it. 

Q.  Do  members  of  the  city  government  have  to  be  seen  personally?— A.  I  have 
never  seen  any  of  them  personally,  sir.  and  I  do  not  know;  not  in  tne  way  yon 
use  the  word  "  seen.'' 

Q.  I  used  the  word  in  a  perfectly  Innocent  sense— whether  they  had  to  be  con- 
versed with  in  order  to  get  their  consent  to  hold  a  meeting,  to  pass  a  vote,  or  any- 
thing of  that  sort.— A.  It  is  very  common  to  make  onr  wants  known  and  to 
explain  our  purpose  and  the  extent  of  our  use  of  the  public  highways  or  other 
privileges,  and  make  it  understood  that  we  are  trying  to  do  good  and  not  barm, 
and  are  willing  to  pay  what  is  reasonable,  right,  and  proper  to  the  municipality 
for  it.  We  endeavor  always  to  remove  all  reasonable  objections  to  our  extension, 
to  place  our  poles  where  the  city  engineer  or  city  officers  desire  them  to  be  placed, 
and  generally  put  ourselves  in  accord  with  the  city  authorities.  We  can't  always 
do  tfae  busineaa  with  such  harmony  and  under  such  conditions  as  we  would  like  to. 

Q.  (By  Representative  Otjen.)  Do  you  meet  with  anjr  opposition  coming  from 
the  competing  companies?  I  mean  in  obtaining  franchises  through  municixtali- 
ties.— A.  Sometimes  we  have  done  so.  I  can  hardly  say  that  at  the  present  time 
there  is  any  opposition  of  that  kind,  unless  there  should  be  some  question  partic- 
nlarly  interfering  with  their  own  rout*.  There  has  been  =""■■>  "m.*!;"*  i»i  ™miw1 
to  interference  with  each  other's  linea,  but  we  take  good  c 

^ _ ._  ,         .  .       .  .or  company  uf  the  busi- 

ness value  of  the  franks  that  yon  give? — A.  Yea. 

Q.  Are  they  given  in  sncb  a  way  that  yon  know  exactly  how  much  yon  are  out 
of  pocket  by  meana  of  that  or  how  much  they  favor  the  man  who  receives  them?— 
A  Yes.  The  account  is  not  as  accurately  liept  as  that  of  paid  messages,  but  it  is 
intended  to  be  a  anbstantially  accurate  account.  Our  Iranks  that  we  call  com- 
plimentary are  issued  in  the  form  of  books  of  stamps,  something  after  the  style 
of  the  postage  stamp,  each  stamp  coveringa  message  of  20  words  or  less,  and  an 
additional  stamp  for  additional  words.     We  have  certain  franks  that  are  issued 
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nsinr  onr  frankB  treat  them  verv  reasonablj'  and  fairly.    Sometimes  people  like 
to  t«l^;ru)h  OD  tTi"'        "  '  ■"  '  '  ■.■... 

onght  to  De  eeut. 


to  Megrwh  OD  trifllDg  affaire  and  send  very  long  mesaigeB  when  perluipe  letters 


public  official;  do  yon  also  ^ve  franks  to  people  doing  private  b 
pnblic  line?— A.  To  a  very  limited  extent;  that  is  done  as  a  matter  of  reciprocity; 
aometimea  in  payment  of  rent.  aometimeB  in  payment  for  pole  privil^ea,  rigbtfl 
of  way,  and  other  things  of  that  sort.  Sometimes  we  pay  for  what  we  acquire  by 
the  issne  of  franks  instead  of  by  paying  money. 

Q.  (By  Mr.  Kknnkdt.)  Do  yon  give  them  to  editors  of  daily  newspapers  or 
their  representatives? — A.  Newspaper  correapondenta  and  newspaper  proprietors 
to  a  very  considerable  extent  have  the  franking  p~"" — 

<^(By  Hr.  Clarke.)  They  also  have  a  apecial 

A.  Yes,  their  rate  is  different  from  the  commerc 

for  like  service.    There  are  several  classes  of  newspaper  b< 
Tinifonn  for  each  class  of  service. 

Q.  On  what  principle  are  those  franks  extended  to  newspaper  men? — A.  They 
are  constantly  with  na.  It  is  a  matter  of  accommodation;  it  is  a  privilege  that 
has  grown  np  by  long  years  of  practice,  and  in  the  main  I  think  ia  discreetly 


another  form  of  rebating;  we  do  not  undertake  to  do  that. 

Q.  Is  it  on  the  principle  that  the  representatives  of  the  press  are  in  a  sense 
pnblic  men  that  fianks  are  given  them?— A.  Hardly  that.  A  good  many  of  them 
are  old  telegraphers;  a  good  many  of  them  have  been  personal  friends  of  the  offi- 
cers, and  t^y  come  in  contact  with  ns  in  a  different  way  from  what  the  general 
pnblic  do.  The  practice  has  grown  np  from  a  very  eany  day.  I  do  not  know 
that  I  can  give  yon  any  better  reason. 

Q.  (By  Representative  Otjrn.)  Do  I  understand  von  that  these  franks  are  con- 
fined to  messages  concerning  private  or  social  affatrs,  or  do  yon  give  franks  to 
papers  whereby  theymay  transmit  news  connected  with  the  paper? — A.  There  are 
bnsiness  franks  issued  for  business  purposes  and  as  a  way  of  paying  for  rights 
and  privileges  and  benefits.    The  complimentary  franks  are  for  personal  and 


Q.  B 
mable 


.  But  do  I  understand  you  that  you  give  franks  to  newspaper  men  which 
ble  them  to  transmit  news  to  the  papers?— A.  No;  'We  do  not. 

Q.  News  mesaages  are  paid  for?— A.  They  are  paid  for  at  newspaper  rates, 
special  rates,  or  whatever  the  rate  is,  according  to  the  class  of  service  that  is 
performed. 

Q.  (By  Mr.  Eenitedt.)  I  would  like  to  Ask  how  that  rate  to  newspapers  com- 
pares with  the  rate  that  is  given  to  the  commercial  pnblic  and  the  pnblic  gener- 
ally?— A.  It  is  a  much  lower  rate. 

Q.  How  mnch  lower?— A.  That  differs  according  to  the  circumstances  of  the 
case  and  the  distance  and  number  of  papers  served.  For  instance,  in  many  cases 
a  great  many  papers  are  served  by  one  sending  and  distributed  to  30  or  80 
different  places,  and  of  course  a  service  of  that  kind  is  not  comparable  with 
service  of  one  delivery  at  each  place.  It  is  not  comparable  with  ordinary  com- 
mercial service. 

Q.  Is  it  not  less  than  one-half  the  rato  given  to  the  hnsiness  pnblic? — A.  There 
are  several  clarees  of  newspaper  rates.  Tlie  lowest  applies  to  dispatches  filed  by 
a  press  association,  to  be  delivered  at  0  or  more  places  at  one  sending.  On  such 
the  rate  to  each  paper  may  in  some  cases  be  as  low  as  one-fifth  of  a  cent  a  word. 
Bates  on  newspaper  specials  vary  from  a  quarter  of  a  cent  a  word  ou  matter 
transmitted  at  night,  between  comparatively  near  points,  and  one-half  a  cent  per 
word  for  the  same  service  transmitted  during  the  day,  to  11  cents  per  word  for 
night  and  8i  cents  per  word  for  day  service  between  distant  points. 

Q.  (By  Mr.  CLARKE.)  In  your  opinion  as  a  financial  manager  of  a  telegraph 
line,  could  the  franking  system  be  dispensed  with  without  any  injury  to  the  com- 
psDyas  well  as  to  the  public? — A.  In  our  company  the  franking  business  is  not  so 
aerions  an  item  as  to  De  a  great  factor  either  way.  Aa  a  matter  of  individutU 
jadgment,  if  the  whole  frannng  privileges  of  telegraphs  and  railroads  could  be 
oone  away  with,  and  everybody  be  induced  to  pay  his  own  way,  I  should  be  glad 
to  see  it  done;  but  under  the  conditions  existing  it  does  not  seem  likely  to  be 
accomplished. 
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Q.  (Bv  J£r.  FarqdhakO  By  abolishine  franks  on  telegraphs  a^d  on  rojlroads, 
wonla  the  general  pnblic  gain  anything  by  cheaper  rates?— A.  So  far  as  onr  com- 
pany is  concerned,  the  franking  iij  not  a  enfftcient  factor  in  the  occapancj[  of  oar 
wirea  to  have  any  perceptible  effect  that  way.    I  tMnk  I  can  say  that  with  cer- 

Q.  So  it  jnst  stands  in  the  relation  of  a  privilege  to  certain  favored  parties? — 

Q.  And  financially  yon  wonld  not  say  it  would  be  any  benefit  to  the  general 
pnblic  to  have  it  abolished? — A.  I  do  not  uee  that  it  would  make  it  posoble  for 
the  pnblic  rates  to  be  reduced. 

^.  (By  Mr.  Ci^RKB.)  Since  you  had  this  understanding  with  the  Western 
Union  Oimpany  in  regard  to  conducting  buainesa  has  there  been  any  increase  in 
the  rates  to  the  public? — A.  There  has  oeen  no  increase  in  rates  to  the  public, 
except,  OS  I  stated  in  the  first  instance,  that  there  were  certain  low  rat«s  done 
away  with,  hut  there  was  a  much  larger  number  of  rates  that  wore  reduced  at 
the  time  that  understanding  was  had,  particularly  the  rates  between  distant 
points.  It  had  been  ascertained  that  to  undertake  to  conduct  a  t«legraph  busi- 
ness at  10,  IS,  and  20  cent  rates  was  an  absolute  loss,  and  those  rates  were  done 
away  with. 

Q.  Isit  your  ojiinion,  therefore,  that  the  nnderstanding  has  resnlted  in  a  benefit 
to  the  public  as  well  as  to  the  companies? — A.  It  has  resulted  in  a  very  decided 
benefit  to  the  public,  in  this  way.  That  ever?  man  engaged  in  a  business  and  doing 
a  certain  part  of  his  business  b^  telegraph  knows  that  ne  has  just  the  same  rates 
that  his  competitor  baa  in  his  line  of  business,  and  that  no  one  has  an  advantage 
over  another  one,  and  there  has  been  very  ntuch  less  complaint  of  rates  on  t£e 
part  of  the  commercial  public  since  it  was  known  and  understood  that  uniform 
i-ates  were  established  tban  was  true  when  every  man  thonght  he  could  get  an 
advantage  over  his  fellow  if  he  would  only  insist  upon  it. 

Q.  Then,  it  is  your  opinion,  founded  upon  your  experience,  that  the  public 
would  be  benefited  if  all  discriminations  in  the  transmission  of  intelligence  or  the 
transportation  of  goods  could  be  dispensed  with? — A.  That  is  a  very  broad  sub- 
ject. I  should  be  glad  to  see  the  whole  franking  priviWe  done  away  with;  but 
while  it  prevails  in  one  direction  it  is  almost  impossible  that  it  should  not  be 
extended  in  other  directions,  and  I  think  it  is  perhaps  a  Utopian  idea  to  snggest 
that  the  whole  franking  privilege  could  be  done  away  with. 

Q.  Have  there  been  any  serious  complaints  on  the  part  of  customers  who  for- 
merly had  cut  rates  since  yon  entered  into  this  understanding  to  maintain 
rates? — A.  Not  since  they  have  come  to  know  that  it  is  an  absolute  fact  and  that 
there  ia  no  means  of  getting  around  it.  Everybody  is  well  contented.  At  the 
outset  they  were  rather  loath  to  believe  that  it  was  true — that  this  advantage  was 
not  still  obtained  by  competitors. 

Q.  They  all  seemed  willing  to  pay  if  others  were  to  pay? — A.  Yes;  recognizing 
that  the  rates  for  telegraph  service  are  now  very  low — much  lower  than  they  were 
before.  The  tendency  all  the  time  is  toward  lower  rates,  extending  tiie  system  of  . 
low  rates  to  remoter  points. 

Q.  Do  yon  have  any  arrangement  with  the  Western  Union  Company  for  trans- 
mitting your  messages. over  their  lines  to  places  where  your  lines  do  not  run? — 
A,  No. 

Q.  Yon  do  not  accept  messages  except  where  you  have  facilities  for  carrying 
the  intelligence?^ A.  We  do  not  undertake  to  accept  business  for  any  placee 
not  reached  by  us.  If  a  customer  cornea  to  us  and  oSers  a  message  for  a 
Western  Union  point,  we  do  in  some  cases  accept  the  service  as  his  messenger  to 
take  it  to  the  Western  Union  office,  and  pay  for  it  just  as  he  wonld.  We  are  in  that 
case  simply  the  messenger  of  the  customer  to  take  the  message  to  the  Western 
tjnion  office.  That  is  not  a  business  which  we  undertake  to  do  except  for  the 
convenience  of  our  customers. 

Q.  In  cities  do  you  telegraph  his  message  to  their  office,  or  do  you  send  it  by 
messenger? — A.  Send  it  by  messenger.  We  have  no  means  of  connecting  by  wire 
with  Western  Union  offices. 

Q.  (By  Mr,  Litchman,)  Is  there  a  community  of  interest  between  your  com- 
pany and  the  Western  Union? — A.  No,  except  as  I  have  explained  to  yon.  The 
only  community  of  interest  is  that  both  recognize  that  rebates,  excessivdy  low 
rates,  and  things  of  that  kind  can  not  be  afforded,  and  both  companies  have 
al^ndoned  them. 

Q,  I  have  seen  it  stated  in  the  public  press  that  there  was  an  understanding 
between  managers  of  the  two  companies  which  resulted  in  the  operation  of  them 
practiually  as  one  company. — A.  I  have  found  it  best  not  to  bwieve  everything 
that  is  in  the  newspapers.    The  statement  you  mention  is  not  trae.  j 
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Q.  (By  Hr.  Clarke.)  In  what  relatione  Ao  yon  etand  to  railroad  companies 
along  whose  lines  yonr  lines  mn? — A.  We  have  contract  relationH  with  but  very 
few  railroad  compaoiefl.  We  own  lines  on  a  few  railroads,  and  we  have  contract 
relationa  in  a  Umit«d  sense  on  a  few  others,  and  we  perform  reciprocal  service  for 
a  few  railroads  that  we  have  no  contract  relatione  with,  as  a  matter  of  mntaal 
convenience  and  out  of  conrt«sy;  bat  our  relations  with  railroads  are  limited. 

Q.  Are  any  railroad  station  agents  agents  for  yonr  company? — A,  In  the  cases 
of  a  few  railroads.  The  railroad  contracts  apply  to  the  Western  Union  Company 
chiefly  nnder  old-time  conditions,  when  the  railways  and  telegraphs  were  heing 
bnllt  up  in  the  early  days. 

Q.  Have  you  any  contracts  with  railroads  which  give  them  bnsinese  prefer«ice 
over  that  of  the  public? — A.  There  are  nanally  on  railway  i-oot«B  certain  wires 
assigned  to  railway  purposes,  of  which  the  railway  companies  haveesclusive  use. 
and  they  pve  preference  to  messages  referring  to  the  movement  of  trains.  The 
intention  is  that  commercial  business  should  occupy  itn  own  wires  and  the  rail- 
road service  occupy  its  own  wires. 

Q.  Whenthereisanarrangementof  that  kind,  are  there  other  wires  over  which 
public  business  can  be  sent? — A.  On  railroad  routes!' 

tj.  Yes. — A.  I  do  not  know  of  anyraiiroad  route— I  do  not  thinh  of  any  now — I 
do  not  think  there  is  any  that  has  not  commercial  wires  as  well  as  railroad  wires 
along  the  ronte. 

Q.  Have  you  ever  received  complaints  from  the  public  that  their  meHsagfS  were 
neglected,  or  have  you  ever  given  as  a  reason  for  any  delay  in  the  transmission 
of  a  message  that  the  railroad  bosiness  had  to  take  precedence? — A.  I  do  not 
remember  any  such  inetance. 

Q.  Have  you  in  your  telegraph  experience,  before  yon  became  connected  with 
this  company,  any  Imowledge  that  such  a  condition  existed  or  had  exii^ted? — A. 
Undoubtedly  in  some  cases  daring  an  interruption  of  lines  or  wires,  railroad 
boainesB  has  beencarriedbycommercialwiresto  some  extent.  I  do  not  remember 
ever  to  have  had  a  complaint  on  the  part  of  the  public  that  business  was  delated 
or  injured  by  reason  of  that  fact.  In  practice  I  know  it  has  hapx»ened  to  a  limited 
extent;  in  case  of  storms,  for  instance,  when  part  of  the  wires  were  down  and 
bosinesB  was  compelled  to  be  done  on  a  single  wire  or  two  wires,  and  the  move- 
ment of  trains  requiring  the  nse  of  wires,  the  commercial  business  has  had  to 
wait.    That  if 


Q.  One  witness  before  as  testified  that  he  sent  a  dispatch  from  New  York  to 
PhUadelphia  and  that  he  arrived  at  Philadelphia  that  day,  and  when  he  arrived 
he  found  his  dispatch  had  not  been  delivered,  and  that  it  came  in  long  after  he 
had  arrived.  How  can  yon  account  for  such  delay  between  two  such  cities,  where 
tiie  telegraph  facilities  ought  to  be  very  ample'/— A.  That  might  be  ac^onnted  for 
in  a  great  number  of  ways.  The  message  might  have  lain  in  the  Pliiladelphia 
office  through  some  oversight  for  a  long  enough  time  for  a  tmin  to  go  from  New 
Y'ork  to  Philadelphia  before  anybody  discovered  it.  Such  accidents  do  happen 
sometimes.  There  might  have  been  such  an  interruption  of  lines  over  the  par- 
ticular route  where  the  message  was  assigned  that  it  wax  delayed.  There  are  a 
good  many  ways  of  accounting  for  the  delay.  In  every  case  of  complaint  of  that 
kind  we  have  to  investigate  and  find  out  exactly  what  did  happen  to  the  message. 

Q.  (By  Mr.  Faiwjchar.)  Have  you  any  rule  of  precedence  in  respect  to  dis- 
patches that  Government  bueinese  shall  go  first,  for  instance,  and  railrimd  busi- 
ness next. brokerage  businessnext, and  the  public  next? — A.  No;  there  is  no  Hucb 
regulation.    Just  as  you  stated,  Oovornment  bnsmess  nnder  the  law  is  entitled  to 

Kfinit.    There  is  no  other  regnlation  or  order  of  business  extent  such  as  might 
instituted  by  a  chief  operator  for  an  emergency  on  account  of  the  condition  of 
wires.     There  is  no  general  rule  on  that  subject. 

a.  Are  the  stock  and  brokerage  dispatches  liable  to  get  tbe  right  of  way  over 
nary  business?— A.  A  very  large  proportion  of  sttwk  exchange  and  brokerage 
business  is  done  over  wires  that  are  assigned  to  that  purpose;  that  is,  they  are 
leased.  But  there  is  no  arrangement  or  engagement  on  the  part  of  our  company 
that  such  messages  shall  have  precedence  over  those  of  any  other  persons. 

Q.  Can  brokerage  companies  lease  a  wire  as  cheaply  as  a  newspaper? — A.  That 
depends  on  conditions — on  the  extent  of  the  service  t>  be  done  and  the  connec- 
tions  to  be  made.  What  we  aim  at  is  to  provide  a  uniform  rate  between  stated 
points  under  equal  conditions.  The  rates  are  uniform  to  that  extent;  but  that 
there  is  no  difference  in  rates  nnder  any  any  circumstances  I  would  not  say. 
When  there  is  any  difference,  there  is  a  business  reason  for  it. 

Q.  When  brokers  advertise  their  own  wire,  is  there  more  than  one  broker  on  the 
linef — A.  Sometimes:  sometimes  several  brokers  lease  a  wire,  and  they  each  have 
their  own  operator  and  connection  and  they  tnkc  caie  of  the  operating  service 


200  INDUSTRIAL   COMMIBSION :^-TBAN8P0ETATI0N. 

altogether.    The  telegraph  company  simply  fomisbee  the  wire  and  battery  and 
keeps  them  in  order,  and  the  broBera  carry  on  the  bnsinesB  themselves. 

Q.  Both  for  the  sending  and  receiving  end  they  have  their  own  employees? — 
A.  Yes. 

Q.  (By  Mr,  Clarkk.)  How  many  people  has  yonr  company  in  its  employ?— 
A.  Nearly  9,000. 

Q.  Are  they  all  of  one  sex  or  are  both  aezee  employed? — A.  We  have  a  great 
many  females  employed  as  operators  and  clerics;  not  a  large  proportion  oi  the 
vrhoie.  bat  still  a  good  many. 

Q.  What  are  the  rates  of  wages  paid?— A.  The  wages  vary  according  to  the 
work  to  be  done,  the  nature  of  tne  work,  and  the  service  rendered  in  a  variety  of 
ways.  The  salaries  of  operators  range  from  {25  to  tSS  per  month,  the  average 
being  abont  (00.    The  salaries  of  clerks  average  somewhat  less, 

Q.  AiV  yon  able  to  state  in  this  coiinectioii  whether  or  not  wages  are  snbetan- 
tiiuly  at  the  same  rates  they  were  a  few  years  ago,  or  have  they  been  increased  or 
decreaaed? — A.  I  think  there  has  been  little  change  in  the  rate  of  pay  to  telei^raph 
operators  either  way,  on  an  average,  for  the  last  15  years. 

Q.  Are  yon  able  to  state  in  this  connection  how  the  w^es  compare  with  wages 
for  skilled  labor  in  othei  ismploymenta  in  the  same  places?— A.  There  are  so  mi  ny 
different  kinds  of  skilled  labor  that  really  bear  no  relation  to  the  telegraph  serv- 
ice that  I  coold  hardly  answer  that  question  intelligently. 

Q.  Is  yonr  labor  organized? — A.  There  hae  been  quite  a  number  of  organiza- 
tions. I  do  not  know  whether  there  is  an  existing  organization  that  is  operative 
now.  A  nnmber  of  organizations  have  been  instituted  and  ezercieed  for  a  time 
considerable  influence  but  if  there  is  any  in  existence  now  1  do  not  know  of  it. 

Q.  la  there  any  understanding  between  yoor  company  and  the  Western  Union 
that  each  will  not  hire  away  the  other's  help  or  take  nelp  from  the  other? — A.  No. 

Q.  la  it  a  matter  of  common  practice  that  telegrapnera  go  from  one  company 
to  the  other?— A.  Sometimes,  I  think  that  is  regulated  altogether  by  supply  and 
demand. 

Q.  Have  you  had  any  labor  difficnltieH  recently? — A.  Not  recently.  We  have 
not  bad  in  our  own  company  any  difflcutty  of  that  kind. 

Q.  Are  your  engagementa  made  with  your  operators  singly  or  through  com- 
mittees?— A.  Singly. 

Q.  Do  yon  inquire  whether  or  not  they  belong  to  a  union  before  yon  enf^age 
them?— A.  No. 

Q.  Do  you  know  how  the  ratea  of  wages  Tiaid  by  yoni  oompany  compare  with 
those  of  the  Western  Union? — A.  I  think  tney  are  very  nearly  uniform  for  the 
same  service.  I  do  not  know  of  any  diflference.  There  are  aeveral  claasea  of 
operatore. 

Q.  Can  you  t«ll  us  abont  the  hours  of  labor  of  your  employees?— A.  Yes;  there 
are  established  hours  for  day  and  night  service.  In  the  principal  cities  9  honra  la 
accounted  a  day,  and  at  night  7  hours.  This  varies  somewhat  in  different  locali- 
ties, and  in  the  smaller  offices  and  branch  offices  the  hours  of  duty  are  arranged 
with  reference  to  the  neceasitiea  of  the  case. 

Q.  Has  yonr  comna 
into  nae  the  new  ana  i: 
to  the  fullest  extent, 

Q.  It  has  been  frequently  asserted  by  the  advocates  of  Glovemment  owner  hip 
that  it  is  not  in  the  interest  of  private  companies  to  take  in  new  devices  that 
would  mean  the  displacement  of  the  old,  in  which  they  have  large  investmenta, 
and  that  therefore  the  service  is  not  conducted  in  the  most  economical  way  or  -  o 
the  best  advantage  of  the  public.  What  have  yon  to  say  to  that?— A.  That  is 
not  true  BO  far  as  our  company  is  concerned  and  so  far  as  my  experience  go*  s. 
There  has  never  been  a  time  when  we  would  not  very  gladly  have  avail'-d  our- 
selves of  anything  that  was  a  real  improvement  upon  our  manner  of  transmiBSioii 
or  reception  of  messages,  or  otherwise  in  the  condnct  of  the  business.  A  great 
many  so-c^led  improvements  have  been  presented  which  have  had  apparent 
advantages,  but  which,  when  brought  into  actual  practice  and  into  competition 
with  appliances  already  existing,  have  been  found  wanting, 

Q.  Have  you  studied  the  operation  of  the  telegraph  system  of  Europe  under 
government  control? — A.  Only  in  a  general  way;  not  to  such  an  extent  as  to 
make  it  competent  for  me  to  testify  in  respect  to  it. 

Q.  Do  you  see  any  objection  to  the  acquisition  by  the  United  States  Gtovern- 
ment  of  all  the  telegraph  lines  in  this  country. pro v id ei.  they  are  taken  at  a  fair 
vaJnation?  I  mean,  do  yoo  see  any  objei^tion  inherent  to  the  business  itself 
whereby  the  public  would  not  be  as  well  served  as  by  the  several  companies? — 
A.  I  know  of  no  reason  why  the  Oovemment  might  not  conduct  the  business  as 
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well  as  it  can  be  done  by  corporations.  Whether  the  OoTemment  wonld  conduct 
it  ae  well  ie  another  qnestion.  Judging  from  the  excellence  of  the  mail  eervice 
and  from  the  fact  that  the  OoTemmeut  could  condact  the  bnsinesB  more  cheaply, 
perhaps,  in  some  respects  than  corporations  can.  in  the  Post^Offlce  Department, 
and  in  the  absence  of  incentive  to  earn  dividends,  possibly  it  might  be  that  the 
IJoveniiuent  conld  carry  on  the  tele^aph  hnsiness  effectively  to  the  satisfaction 
of  the  public. 

Q.  Have  yon  any  knowledge  that  would  justify  you  in  expressing  an  opinion 
as  to  whether  the  Earopean  governmental  ownership  and  control  le  anccessful 
from  the  point  of  view  of  pnblic  ac<:ommodation? — A.  I  can  only  state  that  on 
information  and  belief,  because  I  have  not  come  directly  in  contact  with  it.  I 
know  some  of  the  officers  of  the  telegraph  in  Great  Britain,  and  I  have  had  the 
testimony  of  business  men  who  have  traveled  much  abroad,  and  I  believe  that 
ttie  business  carried  on  by  the  (Joveroment  there  is  generally  quite  acceptable  to 
the  pnblic.    It  is  not  profitable  to  the  Oovemment.  ho  far  as  I  Know. 

Q.  Is  it  conducted  for  profit,  or  is  the  governlDg  principle  to  render  the  public 
the  most  service? — A.  I  think  the  latter  is  irue. 

Q.  If  this  Qoremment  were  to  take  over  the  telegraph  systems,  are  you  pre- 
pared to  indicate  what  would  be  a  proper  basis  of  appraisal  of  the  property? — A. 
That  is  too  seriouH  a  question  to  answer  "offhand." 

Q.  It  has  often  been  said  that  the  Wsstem  Union  Company  has  been  grossly 
overcapitalized.  I  will  not  ask  you  your  opinion  about  that,  "but  I  will  ask  you 
If  there  is  telegraph  propertj^  which  has  cost  money  in  the  form  of  contracts, 
franchises.privileges.etc.,  which  can  not  be  classified  as  tangible  property,  either 
real  or  personal? — A.  Property  of  that  kind  enters  verv  largely  into  thetp'e^aph, 
and  has  not  only  cost  money,  but  is  indispensable  to  tne  conduct  of  the  business. 

Q.  Is  it  yonr  opinion,  then,  that  if  the  Oovemment  should  ever  take  over  the 
properties,  it  ought,  in  justice  and  equity,  to  appraise  such  properties  at  a  fair 
value?— A.  I  do  not  see  now  it  conld  fail  to  do  so  if  it  proposes  to  do  equity.  The 
intangible  properties  as  well  as  the  telegraph  lines  bavo  cost  money  not  only,  but 
they  nave  cost  large  sums  of  money,  and  they  have  accomplihed  a  vast  amount  of 
good;  they  have  made  practicable  the  conduct  of  business  that  without  them 
would  not  have  been  practicable. 

Q.  Would  the  cost  of  reproducing  lines  and  instruments  and  oiHces  by  any 
means  measure  the  entire  cost  of  the  telegraph  systems  of  the  country? — A.  No; 
it  would  come  very  far  short  of  it. 

Q.  If  the  Qoremment  were  to  acquire  the  properties,  in  yonr  judgment  as  a 
practical  telegraph  man.  should  it  be  done  by  degrees  or  all  at  once? — A.  It  seems 
to  me  the  wise  course  would  be  to  exercise  very  great  care  and  take  all  the  time 
necessary  for  it,  to  have  a  very  complete  organization,  and  then  have  the  change 
take  place  simultaneously.  It  seems  to  me  that  would  involve  the  least  interfer- 
ence with  business  and  would  be  the  beet  manner  of  proceeding,  by  all  means. 

q.  Do  you  think  it  would  he  practicable  to  introduce  the  telegraph  into  many 
conntrv  post-offices  and  have  both  the  mail  service  and  the  telegraph  service  per- 
formed by  the  same  force?— A.  I  know  of  no  rerwn  wh"  it  might  not  be  done. 

Q.  If  that  conld  be  done,  wonld  it  result  in  a  consideruole  saving  in  the  expense 
of  operating  the  telegraph? — A.  Undoubtedly  so. 

Q.  (By  Representative  Bell.)  Aboutwhatproportionof  the  b"siness  does  your 
company  do  in  the  United  States? — A.  The  nnmbev  of  messages  transmitted  by 
OUT  company  last  year  was  about  one-fifth  of  the  whole — a  little  more  ttiMi  one- 
fourth  as  many  as  the  Western  Union. 

Q.  And  the  majority  of  your  stations  hare  competition? — A.  Yes. 

Q.  With  the  Western  Union?— A.  Yes. 

Q,  Now,  where  is  the  necessity  of  having  two  companies  doing  business  at  the 
same  point?— A.  We  shall  have  to  define  the  word  "necessity,"  I  think. 

Q.  Well,  is  it  good  economy? — A.  Of  course  the  business  could  be  done  more 
cheaply  under  one  management;  hnt  the  difficulty  about  that  has  be«n  hitherto, 
when  the  whole  telegraph  business  has  for  a  time  been  done  under  one  manage- 
ment, that  new  competition  has  sprung  up  of  a  wasteful  sort,  and  legislation  has 
been  instituted  against  telegraph  interests.  Public  clamor  has  been  raised  against 
monopolies,  and  it  has  not  so  far  been  practicable  to  maintain  a  single  service  for 
any  conidderable  time. 

Q.  Does  it  not  strike  you  as  very  expensive  economy  that  we  must  burden  a 
community  with  two  lines  in  order  to  get  a  reasonable  rate,  or  with  two  railroads, 
or  a  dnplication  of  anything  else  in  ttie  same  line?  Is  nut  that  a  waste,  in  your 
judgment?- A.  It  wonld  seem  unnecessary,  and  if  we  could  reach  a  Utopian  con- 
dition of  things  it  wonld  be  unnecessary.  Business  is  no  doubt  better  done  under 
competition. 
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Q.  Would  not  a  Htrict  Qovernmeiit  repUation  be  more  reasonabie  tban  to  bur- 
den a  comnmnit]'  witb  a  new  line  to  reach  the  same  purpose? — A.  If  the  Govern- 
ment owned  the  entire  property  and  carried  on  the  whole  bueiness  itself,  for  the 
benefit  of  the  whole  people,  it  might  be  done. 

Q.  Coold  the  bnsiness  not  be  regalated  by  etatnte  withont  taking  the  whole 
Bsstem?— A.  If  it  Bliould  be  regulated  by  statnte,  would  it  not  be  necessary  to 
provide,  in  order  to  accomplish  the  economy,  that  there  should  be.  for  instance, 
only  one  offtce  m  a  particular  tflwn? 

Q.  I  do  not  know  that  that  is  necessarily  true;  but  it  has  always  occarred  to 
me  that  the  idea  that  you  must  bring  in  a  parallel  railroad  or  a  parallel  telegraph 
line  in  order  to  reduce  the  rates  is  a  contradiction  in  itself,  because  the  people 
must  pay  the  expenses  of  both.^A.  Hitherto  the  people  have  not  been  willing  to 
rest — the  commercial  public  have  not  been  willing  to  rest — under  a  single  manage- 
ment of  the  telegraph. 

Q.  Has  not  that  been  becanse  legislatares  and  Congress  have  neglected  to  thor- 
oughly regnlateF — A.  I  can  not  say.  The  thorough  regulation  of  the  business 
under  competitive  conditions  by  Confess  wonld  be  an  exceedingly  difficult  mat- 
ter, I  think,  without  doing  serious  inmatice. 

Q.  You  Uiink  the  better  way  would  be  Government  ownership? — A.  Qo'-em- 
ment  ownership  would  simplify  the  case  very  much. 

Q.  In  European  coantries  my  remembrance  is  that  their  rate  is  abont  a  cent  a 
word. — A.  That  depends;  it  is  not  universally  so.  In  European  countries  the 
distances  are  very  short  in  comparison  with  onrs,  and,  besides,  in  European  coun- 
tries every  word  is  charged  for.  Here  the  rate  is  upon  the  message  itself.  The 
date,  address,  and  signature  are  not  {laidfor. 

Q.  Have  yoi.  ever  made  a  com[iarison  to  ascertain  the  proportion  that  part  of 
the  telegram  we  do  not  charge  tor  wonld  be  to  the  whole? — A.  The  compDtation 
has  been  made  some  years  ago  in  answer  to  a  committee  of  Congress,  and  the  figures 
obtained  at  that  time  are  in  existence.  We  have  not  the  telegraph  tariff  rates 
of  European  governments,  and  I  can  only  say  that  I  tiave  repeatedly  been  informed, 
both  by  telegraph  officers  abroad  and  persons  using  the  telegraph  there,  that,  tak- 
ing into  account  the  fact  that  all  words  are  charged  for  by  fort^ign  governments, 
and  Uiat  the  distances  within  the  limits  of  European  countries  are  much  less  than 
in  the  United  States,  rates  there  are  nowhere  lower  tlian  here,  and  in  case  of  mes- 
sages going  from  one  country  to  another  they  are  much  higher. 

Q.  Inotice  the  reports  state  now  that  in  the  little  country  of  New  Zealand,  that 
is  now  attracting  so  much  attention,  in  each  railroad  station  building  they  have 
a  railroad  station,  a  telephone  station,  a  telegraph  station,  and  a  savings  bank  in 
the  same  buUdhig.  under  the  same  manSKcment.  Do  yon  think  such  an  arrange- 
ment would  be  feasible  in  a  country  like  this,  where  things  are  on  so  much  larger 
a  scale? — A.  That  is  a  great  question;  I  would  hardly  feel  myself  competent  to 
testify  on  that  j.oint.  That  is  a  degree  of  concentration  tliat  wonld  depend  so  much 
upon  local  conditions  that  I  think  a  man  would  have  to  be  an  expert  in  ail  those 
kmds  of  business,  as  well  as  a  statesman  and  political  economist,  to  decide  it. 

Q.  There  would  bo  no  -uestion  but  that  yon  might  distribute  the  offices  in  the 
same  bnildinfj? — A.  Of  course,  for  the  public  convenience,  you  can  have  those 
kinds  of  public  service  done  in  one  central  point.  I  think  that  could  be  so:  bat 
whether  liiey  could  be  done  nnJer  one  management  just  as  well  is  a  questi'^n  I 
am  not  able  to  answer.    I  think  that  would  have  to  be  tried  to  be  proved. 

Q.  You  spoke  of  your  dividends  being  four  per  cent;  is  that  upon  the  actual 
investment? — A.  There  are  no  dividends.  The  4  per  cent  is  the  interest  upon  the 
bonds  that  were  issued. 

Q.  And  do  you  figure  the  amount  of  your  earning  that  you  put  into  extending 
lines,  or  is  your  4  per  cent  beyond  that? — A,  The  4  per  cent  is  paid  upon  the 
|20,000.000of  bonds.  Any  earnings  beyond  that  amount  ore  invested  in  extensions 
and  new  constructiou. 

Q.  How  does  the  earning  capacity  of  yonr  land  lines  or  of  land  lines  generally 
compare  with  the  earning  capacity  of  your  cable  lines  or  of  cable  lines  generally, 
taking  into  account  the  expenditure? — A.  The  Commercial  Cable  lines  np  to  ttua 
time  have  the  advantage  over  the  land  lines. 

Q.  Now,  relative  to  your  franks,  is  it  not  your  judgment  that  for  the  good  of 
the  morals  of  both  sides  they  should  be  prohibited?  That  is,  are  you  or  are  yon 
not  driven  to  giving  franks  by  men  applyinjr  for  them?  Do  you  not  think  the 
prohibition,  outside  of  the  equality  in  tne  service,  would  help  the  public  morals?— 
A.  That  is  a  moral  question  that  might  have  many  sides  to  it. 

(J.  The  frank  is  an  incentive  to  the  public  man.  is  it  not,  to  stretch  his  con- 
science a  little  in  fnmishmg  you  facilities  when  you  want  to  get  into  a  munici- 
pality— to  shirk  his  duty  to  you  and  to  the  public?    And  haven't  you  got  to  meet 
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tbe  principal  feature  of  ^e  franking  privilege  is  reciprocity. 

Q.  (By  Bepreeentative  Bbll.  )  If  it  did  not  pay  it  would  hardlv  be  exercised, 
ivoold  it?  It  must  be  a  benefit  to  tbe  company?— A.  It  is  one  of  tne  things  that 
besan  with  the  baaineas  and  haa  contiUDed  the  same  aa  with  the  railway  service. 

Q.  And  the  evil  growBi* — A.  And  it  is  a  practice  that  grows. 

Q.  The  same  way  as  the  railway  paae:  the  company  itself  seems  to  be  nnable  to 
handle  it.  I  snppose  that  your  company  or  a  railJoad  company  wonid  appreciate 
anyway  that  yon  conid  get  ont  of  itV—A.  I  have  already  expressed  my  individnal 
judgment  that  it  wonld  De  much  better  if  there  were  no  free  privileges.  I  wonld 
mnch  rather  pay  my  own  way  than  to  have  a  pass,  provided  the  rnle  conld  be 
made  aniversal. 

Representative  Bell.  I  think  the  generality  feel  the  same  way. 


number  of  words  has  been  in  10  or  15  Tears? — A.  In  1880  the  rate  between 
the  Atlai  tic  and  Pacific  coast  was  $1.50.  It  is  now  $1.  Rates  between  many 
points  of  the  Northern  and  Eastern  States,  to  and  from  many  others  in  the  Soath- 
em  and  Western  States,  in  1880  were  75  cents  and  $1.  They  have  since  been 
redaced  to  60  cents  and  60  cents,  respectively.  Many  50  and  60  cent  rates  of  15 
and  20  years  ago  have  been  reduced  to  40  and  50  cents,  and  many  rates  of  40,  85, 
and  30  cents  have  been  reduced  to  80  and  25  cents,  while  the  limits  within  which 
the  lower  rates  apply  have  from  time  to  time  been  extended.  The  tendency 
toward  a  r><dnction  of  ratee  of  late  years  has  been  bronght  abont  largely  from  the 
disposition  to  reduce  the  number  of  different  rates  and  to  extend,  for  instance, 
the  limits  within  which  a  rate  shall  be  25  cents,  the  limits  within  which  it  shall 
be  86  cents,  and  40  cents,  and  50  cents,  nntil  now  the  highest  rate  existing  in  this 
conntry  is  |1 ,  and  comparatively  little  business  is  done  at  that  rate;  it  is  between 
extremes  of  the  conntry.  But  there  are  mnch  fewer  rates  than  there  were;  they 
are  getting  toward  uniformity. 

Q.  (By  Mr.  LiTCHMAN.)  Is  the  rate  fixed  on  what  is  known  abroad  as  the  zonB 
system? — A.  Yes;  it  is  somewhat  similar.  It  is  fixed  through  squares,  as  they  are 
termed.  The  whole  conntry  is  districted  into  squares,  and  the  rate  is  made  from 
one  st^nare  to  another  square,  and  the  manner  of  arriving  at  it  and  giving  instruc- 
tions IS  in  that  way.  It  is  a  method  of  simplifying  the  way  of  doing  it.  It  is  no 
small  task  to  make  a  tariff  from  20,000  oflices  to  20,000  offices,  and  there  are  more 
than  20,000  offices  in  telegraphic  communication. 

Q.  (By  Representative  Bell.)  Yon  spoke  of  your  general  agreement  with  the 
Western  Union  to  avoid  the  cutting  of  rates.  Yon  do  not  mean  by  that  that  yon 
put  an  unreasonable  rate  on  and  thus  destrt^  what  the  world  harps  on  so  much 
as  free  and  unobstructed  competition? — A.  We  have  sought  to  make  the  rates  not 
only  reasonable,  but  just  as  tow  as  the  business  could  be  well  done  for.  We  have 
tried  not  to  interfere  with  the  efBciency  of  service. 

Q.  But  at  the  same  time  you  cut  off  competition? — A.  Cut  off  competition — 
yon  mean  by  the  understandrng? 

Q.  Bv  this  understanding.— A.  No;  tbe  competition  isqnite  as  sharpas  ever. 

Q.  That  is,  yon  do  not  compete  on  the  power  to  rednce  rates? — A.  We  do  not 
compete  by  buying  basinesa. 

Q.  It  would  not  be  buving  bosiness  if  your  competitor  would  reduce  the  rates 
below  you?— A.  Yes;  he  bays  the  business  by  offering  thedifference  between  our 
rate  and  bis. 

Q.  Yea;  but  that  is  competition  itself.— A.  I  see. 

Q.  And  therefore  you  destroy  this  free  competition? — A.  That  is  simply  deetroc- 

Q.  I  admit  it,  I  admit  it.  and  I  do  not  believe  in  it  myself. — A.  That  is  destruc- 
tion. Let  me  show  yon  how  it  operates.  Of  course,  you  do  not  need  tobeehown, 
but  I  want  to  explain  it.  One  or  the  other  has  got  to  go  nnder.  Now,  between 
the  Western  Union  and  the  Poatal.  which  are  the  principal  telegraph  factors  in 
thisconntry  to-day,  if  the  Western  Union  reduced  the  rate  from  here  to  New  York, 
whicbis  now  26  cents,  to  20  cents,  the  Postal  Companvwon1dhavet«  do  that  atleast, 
and,  if  it  were  aquestionof  getting  the  business^"  ouying  the  goods,"  as  I  claim — 
we  would  probably  have  to  make  ours  16  cents,  and  they  would  mtike  theirs  18  or 
17,  and  we  wonld  make  ours  15  or  12  or  10. 

Q.  Which  wonld  resnlt  in  the  survival  of  tbe  strongest. — A.  Certainly;  it  is 
inevitable. 
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Q.  Is  not  that  bue  in  all  bumnees? — A.  The  l&w  of  gravitation  is  not  any  more 
certain. 

Q.  And  that  the  liigber  commercial  instinct  now  ia  dispensing  witli  nnob- 
Htracted  ixanpetition  in  every  line  of  bnsiiiesa? — A.  It  is  the  only  way  to  properly 
protect  invested  capital. 

Q.  Does  not  that  also  destroy  the  theory  that  yoo  make  lower  rates  by  bring- 
ing in  competing  lines  largely?— A.  No;  1  do  not  think  so.  If  we  bring  in  com- 
p^Lng  lines,  it  enables  as  to  ao  bosiness  on  butter  terms.  It  has  done  so  in  the 
past,  when  there  were  quite  a  nnmber  of  linee  brought  in  bv  one  or  the  other  of 
the  larger  companies.  By  removing  that  competition  which  has  been  wastefol 
in  its  oatore,  we  have  been  able  to  do  the  whole  business  cheaper  than  the  whole 
business  was  done  before. 

Q.  And  yet  yon  had  the  fixed  expenses  of  two  companies?— A.  When  there  are 

Q.  The  people  bear  the  whole  harden? — A.  Yes. 

(J.  It  seems  to  me  that  that  ia  a  contradiction  within  itself— that  two  com- 

Koies  can  do  the  business  cheaper  than  one  with  all  tho^e  fixed  charges. — A.  I 
ve  not  said  that  two  companiee  conld  do  it  cheaper  than  one. 

Q.  I  know;  but  the  theory  of  the  world  is  that  you  must  have  two  companies, 
two  railroads,  two  telegraphs.  I  say  that  there  must  be  a  legislative  regnlation 
of  the  one  so  that  it  will  not  charge  so  macb. — A.  The  telegraph  ia  entirely  dif- 
ferent from  the  railroad  in  this:  The  telegraph  line  represents  comparatively  a 
small  inv^iment  in  any  particular  locah^,  but  it  covers  an  enormous  territory, 
extending  throoghout  Uie  whole  country,  and  its  service  must  be  instant  in  order 
to  be  satisfactory.  A  great  many  people  suppose  that  all  that  ia  necessary  to  do 
to  get  a  telegram  from  here  to  S&n  Francisco  ia  aimply  to  deposit  it  in  the  ofdce 
here  and  then  as  quick  as  that  [snapping  fingera]  it  ie  in  San  Francisco.  It  is 
impossible  to  do  that.  It  is  a  very  different  service.  It  requires  a  series  of  con- 
nections, and  separate  repetitions  for  telegraph  transmission  between  remote 
points.  Telegraphic  tranamission  is  every  letter  by  itself,  every  punctuation 
mark  by  itseft. 

Q.  Yea;  I  only  refer  to  that  because  it  presents  the  principle  so  strongly  and 
gives  it  in  all  its  grossnesa. — A.  But  yon  see  there  is  a  very  distinct  difference. 

Q.  (By  Mr.  Kennedy,}  You  stated  your  number  of  miles  to  be  how  many? — 
A.  Twenty-six  thousand  and  forty-two  miles  of  route.  If  we  have  20  wires,  and 
the  distance  ie  40  miles,  the  wire  mileage  in  that  case  is  40  times  20.  Our  total 
wire  mileage,  as  I  stated,  is  169 .286. 

3.  Have  yon  figures  showing  the  first  cost  of  putting  up  the  telegraph  per  mile, 
then  the  snbaeouent  cost  of  stringing  wires? — A.  No:  yon  might  as  well  ask 
what  it  costs  to  bnild  a  honse  as  what  it  costs  to  build  a  telegraph  line.  I  have 
known  very  good  single-wire  telegraph  lines  to  be  built  for  $150  per  mile,  and  I 
have  known  single  nules  of  telegraph  to  cof^t  $10,000  under  ground.  In  some  sec- 
tions of  the  country  the  expenditures  for  poles  and  wires  and  transportation  and 
all  that  sort  of  thing  are  comparatively  light,  and  a  line  can  be  built  across  the 
country  at  comparatively  small  cost.  In  other  sections  it  coste  very  heavily  to 
bnild  tne  same  character  of  line  by  reason  of  transportation,  scarcity  of  timber, 

(j.  Did  the  telegraph  companies  oppose  the  enactment  of  the  law  for  pntting  the 
wires  under  ground  in  large  cities  and  resist  it? — A.  I  think  there  has  been  some 
change  of  sentiment  on  the  part  of  the  telegraph  companies  in  respect  to  that,  and 
that  in  the  main  the  tol^raph  companies  are  rather  desirous  of  pntting  their 
wires  nnder  ground  under  recent  conditions  in  very  thickly  settled  portions  and 
the  business  portions  of  cities  and  towns.  It  is  done  to  a  very  large  extent  now, 
and  it  has  many  advantages  to  the  telegraph  companies  as  well  as  to  the  public.  Of 
course  it  is  a  very  expensive  thing  to  do,  and  when  it  was  undertaken  to  be  done 
at  the  outaet,  and  forced  through  regardless  of  conaeqnencea  and  regardless  of 
method,  and  before  methoda  had  been  worked  out  for  the  successful  doing  of  it, 
there  was  a  great  deal  of  opposition  on  tho  part  of  the  telegraph  companies:  hut 
as  methoda  have  been  devised  for  doing  it  successfully,  and  as  municipalities  have 
been  more  reasonable  in  their  exactions,  it  has  come  to  be  done  moro  generally. 

Q.  (By  Mr.  A.  L.  Harris.)  Is  there  any  uniform  rule  for  valuing  telegra^ 
property  in  different  States  for  taxation? — A.  No;  I  wish  there  were. 

Q.  Generally,  how  do  the  different  States  get  at  tlie  taxation  now? — A.  It  is 
done  in  almost  as  many  different  ways  as  there  are  States. 

Q.  Have  you  anything  to  recommend  in  the  way  of  general  lejiislation  for  the 
valuation  and  taxation  of  telegraph  property? — A.  It  seems  to  me  that  the  best  way 
of  arriving  at  the  taxation  of  telegraph  property  would  be  to  make  a  ainglc  assess- 
ment  on  the  whole  telegraph  property  within  a  Slate,  and  then  have  the  company 
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pay  the  tax  to  the  State  on  the  whole  propertr  and  the  State  distribute  it  where 
ft  belonKB.  If  that  plan  conid  be  (reneroU)r  adopted,  it  would  be  a  great  blessing 
to  the  telegraph  companies  and  would  be  just  as  well  for  the  public;  but  in  many 
cases  there  jb  a  tax  on  the  capital  stock,  there  is  a  tax  upon  the  franchise  in  the 
city  or  tawn,  there  is  a  highway  tax,  there  is  a  tax  qdou  ktoh  eamiags,  a  tax 
npon  net  earnings,  and  all  sorts  of  taxes;  a  tax  on  each  pole,  a  tax  of  so  much 
per  mile  of  wire.  All  sorts  of  schemes  of  taxation  are  reeorted  to  in  different 
sections,  and  it  makes  that  branch  of  oar  bnsineaB  one  of  the  most  difflcnit  to 
conduct. 

Q.  You  have  to  pay  taxes  then  in  almost  every  coanty  and  town  in  which  your 
lines  run? — A.  We  pay  taxes  everywhere,  so  far  as  I  Icnow;  but.  so  far  as  I  know, 
the  telegraph  companies  do  not  object  to  paying  taxes  if  they  are  to  be  taxed  within 
reason,  like  other  people;  but  they  are  generally  not  taxed  within  reason;  they 
are  very  ontrageoasly  taxed  in  many  places.  By  reason  of  the  inclination  of  the 
States,  cities,  counties,  towns,  school  districts,  and  even  conntry  mnnicipalitiee 
to  tax  tel^^ph  companies  in  every  way  possible,  the  taxes  levied  have  become 
one  of  the  most  serions  menaces  to  the  snccess  of  a  telegraph  company.  There  is 
a  particnlar  hardship  in  the  levying  of  license  fees  by  mumcipalities  on  telegraph 
companies,  inasmuch  as  these  license  fees  are  either  a  Inmp  anm,  in  which  case 
tbev  bear  nneqnally  and  unjustly  upon  a  small  telegraph  company  as  compared 
with  a  large  one,  or  these  license  fees  are  in  the  way  of  a  fixed  charge  per  annum 
for  each  pole  and  each  mile  of  wire  constructed  on  the  streets  and  nighways, 
and  inthat  case  the  tax  is  uneqnal  and  unjust  and  discriminating  as  against 
a  telegraph  company  that  has  to  construct  its  lines  on  the  bighwavs,  as  the 
PoBtaT  Cable  Company  does,  as  compared  with  a  company  that  is  able  to  con- 
struct its  lines  on  railroad  rights  of  way,  as  the  Western  Union  Telegraph  Com- 
pany does  for  the  most  part. 

Q.  Will  you  give  the  groee  amount  which  you  pay  in  taxes?— A.  It  is  impracti- 
cable to  give  this  amount  with  any  accuracy,  inasmuch  as  there  are  nearlyforty 
separate  corporations  in  which  the  poatal-telegraph  system  is  interested,  directly 
or  indirectly,  and  some  of  these  companies  in  some  of  the  States  pay  taxes  as 
taxes,  while  others  pay  what  Is  equivalent  'to  taxes  in  the  way  of  license  fees, 
and  I  find  also  that  there  is  considerable  litigation  pending  in  regard  to  the 
validity  of  some  of  these  taxes  and  license  fees,  and  that  it  is  imposKible  to  give 
with  any  accuracy  the  amount  of  taxes  p^d  by  the  postal-telegraph  system. 

Q.  Could  yon  give  your  mileage  in  the  different  States  and  the  amount  of  taxes 
yon  pay  in  each?— A.  My  answer  to  this  has  to  be  the  same  as  my  answer  to  the 
last  previous  question, 

Q.  Tiie  object  I  bad  was  this,  to  see  where  one  State  was  getting  the  advantage 
of  another  State  and  putting  a  burden  on  the  others. — A.  The  chief  object  of  each 
State  seems  to  be  to  ^  the  advantage  of  the  telegraph  company,  and  not  to  get 
the  advantage  of  another  State. 

Q.  (By  Mr.  FaRQOHae.)  You  stated,  when  asked  about  European  rates,  that 
they  were  about  the  same  for  equal  distances.  That  ia,  where  tne  Government 
owns  the  telegraphs,  the  European  ratee  were  abont  the  same  for  equal  dJBtances 
as  they  are  in  this  country. — A.  No;  I  said  it  was  my  impression  that  the  rates 
were  lower  for  equal  distances  in  this  country  than  they  are  there,  taking  into 
account  that  they  charge  lor  every  word,  while  we  charge  only  for  the  body  words 


Q.  Have  yon  any  means  in  your  head  ofQce  in  New  York  to  furnish  this  com- 
mission with  the  ratM  of  these  European  lines  that  are  owned  by  the  Govern- 
ment?— A.  I  shall  not  be  able  to  furnish  this  information. 

Q.  (E^  Mr.  LoKiMKB.)  Canyon  tell  how  the  salariesof  the  telegraphic  employ- 
ees in  Europe  compare  with  those  of  the  American  employees?— A.  We  have  no 
information  at  hand  abont  salaries  paid  to  telegraphers  in  Europe,  except  in 
Great  Britain.  The  conditions  of  seTvice  in  America  and  Great  Britain  are  ao 
different  that  it  is  difficult  to  make  a  comparison.  The  mere  inspection  of  the 
figures  is  apt  to  be  misleading.  In  America  a  young  man  of  good  conduct  and  of 
snll  commands  a  first-class  operator's  salary  very  early  in  hie  career.  In  (Ireat 
Britain  the  youth  having  acquired  a  fair  amount  of  skill  is  appointed  at  a  salary 
of  abont  $4  per  week,  and  so  long  as  his  conduct  is  satisfactory  and  he  developH 
ordinary  skill  as  a  telegrapher  he  receives  regular  annual  increments,  until  he 
arrives  at  a  maximum  figure  for  a  first-class  operator  of  abont  9S5  per  month. 
In  considering  salaries  paid  to  the  British  operator,  it  munt  be  remembered  that  at 
the  ageof  80  he  is  retired  on  a  pension. 

Q.  (By  Mr.  FAJtijUHAR.)  What  proportion  do  the  salariesof  the  operatives  of 
your  lines  bear  to  your  total  bill  oi  expenses  in  operation? — A.  The  salaries  paid 
(or  all  classes  of  service  form  a  very  large  percentage— the  one  great  item  of 
le  indeed.    It  is  approximately  70  per  cent  of  the  wtiole. 
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principal  cities,  and  25  per  cent  in  tht;  whole  country,  of  female  service. 

Q.  Are  tlio  same  wagespaiil  for  the  same  service  whether  it  is  a  nnui  ur  k 
woman  that  does  it? — A.  We  intend  that  a  woman  who  ia  able  to  do  post  as  ec>od 
work  in  every  way,  and  is  jnst  as  useful  to  the  company,  shall  be  paid  as  well  as 
a  man;  bnt  it  does  not  oft«n  happen.  There  are  limitations  to  female  labor.  We 
can  not  send  a  woman  on  an  emergency  to  perform  aervice  all  nisht  in  the  (xnm- 
try  in  case  of  a  railroad  wreck  or  in  case  of  other  exigencies,  and  there  are  com- 
paratively few  women  who  are  aa  skillf nl  as  men  as  operators,  nor  are  they  all  as 
regular  in  their  attendance.  The  aim  is  to  pay  them  what  the^  are  worth.  I  do 
not  think  there  is  any  discrimination  in  regard  to  sex — none  la  intended. 

Q,  In  yonr  general  commercial  business,  where  men  and  women  are  employed, 
how  does  the  rate  of  wages  compare? — A.  In  oar  commercial  bugineea? 

Q.  Ton  gave  an  illnstration  a  moment  ago  about  the  railroad  boaineBS.  Now, 
I  am  apeaking  to  yon  abont  yonr  general  commercial  bneineas. — A.  When  a 
woman  is  able  to  work  as  heavy  a  wire,  aa  we  call  it,  as  a  man,  I  think  there  ia 
no  discrimination. 

Q.  I  have  noticed  in  most  hotels  that  the  operators  are  women.  Has  that 
always  been  the  case? — A.  I  think  that  has  been  generally  tme  for  the  last  15 
years  particularly.  The  practice  haa  been  growing;  it  has  been  increasingly  tnis 
in  offices  of  that  kind-  Hotel  offices  are  branch  offices  having  comparatlTely 
light  bosinesa,  moat  of  them,  and  working  short  wires  in  connection  with  the 
main  office  in  the  city  or  town.  It  is  a  very  different  thing  to  work  a  wire  of 
that  kind  from  what  it  is  to  work  a  wire  from  Washington  to  Chicago,  which  is 
crowded  all  the  time. 

(i-  yon  have  women  employed  in  the  main  offices,  have  yon  not? — A.  Yes; 
generally  working  city  wirea  and  abort  wires  and  performing  service  that  is  lees 
exacting  and  less  skillrn]  than  that  performed  by  tne  men. 

Q.  Aa  a  general  matter,  is  it  not  tme  that  the  wages  paid  to  the  women  are  less 
than  those  paid  to  the  men? — A,  Tes. 

Q.  The  excuse  von  give  for  that  is  that  the  labor  is  not  as  severe? — A.  Where 
the  woman  is  called  npon  to  do  the  same  work  the  compensation  ia  eqnal,  bnt  it 
seldom  happens  that  she  ia  able  to  do  it. 

Testimony  closed. 

Whereupon  at  1.10  p.  m.  the  commission  took  a  recess  nntil  2  o'clock. 


Washinoton,  B.C..  March  u.  n^'l- 

TESTIHOITT  OF  MK.  THOMAS  F.  CLABK, 

Vitx-Premdent  Western.  Union  Telegraph  Company. 

The  commission  met  at  10,5r>  a.  m.,  Mr.  Clarke  presiding.  At  that  time  Mr. 
Thomas  F.  Clark,  vice-president  Weatem  Union  Telegraph  Companjr,  appeared 
as  a  witness,  and,  being  duly  awom,  testJGeil  as  foUows; 

Q.  (ByMr.CL.ARKE.)  PlGasegiveyournameandpost-officeaddresa.— -A.  Thomab 
P.  Clark,  105  Broadway,  New  York. 

Q.  What  ia  yonr  ofBcial  relation?— A.  Vice-president  of  the  Weatem  Union 
Telegraph  Company. 

Q.  The  commisaion  will  be  pleaaed  to  have  yon  proceed  in  yonr  own  way  to 
testify  upon  the  general  subject  of  the  telenraph  and  its  relations  to  the  public; 
and  questions  will  be  asked  aft«r  you  shall  nave  finished,  unless  it  should  occor 
to  some  commissioner  to  be  important  that  one  should  be  asked  as  you  proceed. — 
A.  I  think  I  would  rather  have  it  that  way,  because  the  subject  will  come  ont  a 
little  more  in  proper  sequence  than  if  questions  are  asked  right  along. 

Now,  as  I  have  read  the  evidence  that  has  been  given  to  the  commission  in  favor 
of-Govemment  ownership  of  the  tele^aphs,  that  evidence  haa  been  chiefly  based 
upon  the  conditions  of  the  telegraph  in  Qreat  Britain  and  Ireland  and  in  Switi- 
erland  and  Belgium.  I  think,  therefore,  that  before  we  go  into  any  details  it 
wonld  be  better  for  me  to  point  out  the  disparity  of  those  comparisons,  in  order 
tliai  the  peculiar  conditions  of  the  telegraphic  situation  in  the  United  States 
should  appear  divested  of  any  mistaken  relation  to  other  syatema  that  an-  of  a 
different  extent  and  which  are  operated  under  entirely  different  social,  political, 
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and  pbTsical  conditions.  I  have  therefore  brongrlitwith  me  two  mape.  This  is  a 
mai)  of  Europe  [witnees  indicating  map].  The  two  are  practically  uti  the  eame 
scale.  There  IB  Switserland  [indicanns].  The  areaof  Switzerland  iu  15.98!  square 
miles,  or  abont  one  two-hnudredths  ol  the  area  of  the  Unitfid  Statea.  Belginm 
has  an  area  of  tI.3T3  Bqoare  miles,  which  is  one  two-handred-and-siztieth  the  siEe 
of  the  United  Stat«s.  Great  Britain  and  Ireland  have  120.67B  eqnare  mUee,  one 
twenty-fifthof  the  tfizeot  the  United  States;  the  area  of  the  United  States,  ezcln- 
stre  of  Alaska,  beinx  S.O^ifilV  square  miles  by  the  census.' 

In  Great  Britain  the  population  is  about  H33  inhabitanta  to  the  square  mile. 
In  Belgiam  it  is  KW.  In  Switzerland  it  is  18S.  In  the  United  Stetes  it  is  abont 
24.  Perhaps  I  would  better  givfi  the  mileage  of  telegraph  in  operation,  since  I 
have  given  the  extent  of  these  countries  now.  There  is  in  Great  Britain  808,436 
miles  of  wire,  or  43,507  miles  of  line.  In  Belginm  there  is  8,964  miles  of  line  and 
30.752  miles  of  wire;  in  Switzerland,  4,438  miles  of  line  and  18,100  miles  of  wire. 
Id  the  United  States  the  Weutem  Union  Telegraph  Company  has  192,705  miles  of 
line  and  S83.153  miles  of- wire.  Of  course,  in  addition  to  the  Western  Union 
Company,  there  are  the  Foetal  Telegraph  Company  and  some  sabeidiaiy  com- 
panies connected  with  it,  of  which  that  company  gives  me  the  mileage,  which  is 
30,883  miles  of  line  and  184,933  miles  of  wire,  which  makes  altogether  in  the 
Onited  States  223,387  miles  of  line  against  425,600  miles  of  line  in  all  Europe, 
according  to  the  latest  statistics  of  the  iniemational  bureau  at  Berne,  and 
l.llS.oee  miles  of  wire  in  the  United  States  as  against  1.585.267  miles  of  wire  in 
Europe.  Now,  comparing  the  mileages  of  wire  to  population,  we  have  1  mile  of 
wire  to  IWpeople  in  Great  Britain  and  Ireland;  1  mile  to 821  people  in  Belgium; 
1  mile  to  233  people  in  Switzerland,  and  abont  1  mile/>f  wire  to  abont  each  76 

1  mind  that  the  sjrstem  of  the  United  States  covers  the 
whole  country,  reaches  every  important  center  from  New  York,  on  the  Atlantic, 
to  San  Francisco,  on  the  Pacific,  and  that  in  order  to  reach  these  places  it  is  nec- 
emary  for  the  wires  to  cover  large  unproductive  territories,  where  the  cost  of 
constmction  has  been  exceedingly  high  and  where  the  cost  of  maint«nance  is 
relativftly  higher  than  it  is  in  more  thickly  settled  places.  This  Is  shown  by  the 
fact  that  of  the  Western  Union  Company's  wires  two-thirds,  or  about  600,000 
miles  of  them,  are  in  operation  east  of  the  Mississippi  River,  and  one-third  of  the 
whole  mileage  is  spread  over  the  large  unproductive  territory  west  of  the  Mlesis- 
rippi  in  order  to  reach  the  small  towns  and  camps  and  places  along  the  varions 
lines  of  railroads  to  the  Pacific  coast.'  Ae  a  foil  to  these  conditions  I  qnote  a 
statement  made  recently  of  the  population  surrounding  Manchester,  in  England. 
In  a  radius  of  10  miles  tbere  are  3,000.000  people,  and  within  a  radius  of  50  miles 
there  are  6,000,000  people.  That  is  Uanchester;  what  the  population  Burrouiidii^ 
London  and  other  large  centers  of  England  in  similsr  radii  will  be  I  do  not  know, 
bnt  there  is  almoet  a  case  of  confluence  of  populationB,  makiiig  almost  one  densely 
settled  territory,  while  we  have  huDdreds  and  sometimes  thoneands  of  miles  of 
line  where  there  is  scarcely  any  business  at  all. 

I  have  had  prepared  a  statement  giving  the  extent  of  the  telegraph  service  in 
the  United  States,  which  shows  the  number  of  places  with  a  population  of  1 ,000 
and  over  in  each  State,  and  the  number  of  telegraph  offices  and  delivery  and  col- 
lection connections  through  telephones  in  each  State.  I  will  read  some  of  it.  In 
the  State  of  Alabama,  to  t>egin  at  the  beginning  of  it,  there  are  44  places  with 
a  population  of  between  1,000  and  3,500  each.  These  figures  are  taKen  from  the 
but  census — not  the  prepent  ceneus,  because  that  is  not  completed  and  we  could 
not  get  access  to  it.  There  are  10  places  with  a  population  from  2,500  to  5.000 
each;  there  are  8  places  with  a  population  of  over  6,000.  That  is,  there  are  63 
places  with  a  population  of  more  than  1,000  people  each.  Yet  in  that  State  there 
are  405  Western  Union  Telegraph  offices,  and  there  are  116  telephone  connections 
with  remote  and  small  localitiM  for  the  collection  and  delivery  of  occasional 
messages,  making  in  all  a  service  covering  546  places  in  the  Stete  of  Alabama, 
although  there  are  only  62  places  there  with  a  population  ot  more  than  1,000. 

I  win  also  give  a  few  examples  from  the  State  of  Masaachusette,  that  you  may 
see  the  drift  of  the  figures.  In  that  State  there  are  165  places  with  a  population 
between  1,000  and  2,500,  73  of  between  2.500  and  .1 .000.  70  of  5,000  and  over,  or  817 
with  a  population  of  more  than  1,000.  There  are  405  Western  Union  telegraph 
otHces  and  865  telephone  connections  for  the  collection  and  delivery  of  meotiagei), 
making  860  places  served  in  the  State. 

'See  Exhibit  A  InrslMlstlciiconrcmlnBli'leKrBph  lliii«  in  rim'liru ''•Hintiii-K 
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In  F«imBj'lTaiiia  there  are  349  places  with  a  popnlatloii  of  1,000  to  3,500,  03  of 
from  S,&00  to  6.000,  84  of  5,000  or  over,  or  485  in  all,  with  1,566  Western  Union 
offices  and  TOT  telephone  connections,  or  2,586  plac«e  served  hj  telegraph.  Kow, 
we  will  go  to  the  far  West. 

Q.  (By  Mr.  Litchuan.)  Right  there,  Mr.  Clark.  That  enumeration  of  conrse 
iDclndefl  the  stations  in  large  cities,  like  PMladelphia? — A.  Only  1  office  for  each 
city  ie  included.  There  are  no  branch  offices  included  in  this  statement  at  all. 
In  New  York  we  have,  say,  250  branch  offices,  but  they  are  not  inclnded;  it  is 
simply  the  one  place. 

The  State  of  Washington  haa  22  places  with  a  popnlation  of  from  1 ,000  to  3,500, 
7  of  2,500  to  5,000,  7  of  over  5,000;  86  In  all.  We  have  230  Western  Union  offices 
and  96  connections  by  telephone,  making;  344  in  ail  in  the  State. 

Now,  taking  those  States  as  to  population,  Alabama  has  35  people  to  the  square 
niile,Massachnsettsha3S49peopleto  the  sqnare  mile.  Pennsylvania  has  137  people 
to  the  sgiiBTe  mile,  and  Washington  has  7  people  to  the  square  mile.  Here  is  a 
State,  MTon tana,  with  1  person  to  the  sqnaremile.  There  are  28  places  with  a  pop- 
nlation of  from  1 ,000  to  2,500,  4places  with 2,500  to  5,000,  i  places  with  over  6,0w. 
81  in  all,  yet  we  have  160  Western  Union  offices.  108  connections  by  telephone, or 
393  places  in  all  in  the  State  receiving  telegraphic  service.' 

As  a  further  basis  of  comparison  on  these  points  I  may  say  that  there  are  about 
89,000  places  reached  by  the  telegraph  companies  and  their  connections  in  the 
United  States.  There  are  76,000  post-offices  in  the  United  States.  Qreat  Britain 
has,  as  far  as  I  can  ascertain,  aDOnt  40,000  post-offlces,  with  10,816  telegraph 
offices.  Roughly  speaking,  the  telegraph  reaches  practically  50  per  cent  of  all 
the  places  where  there  are  post-offices  in  the  United  States  to-day,  while  in  Great 
Britain  it  still,  although  the  popnlation  is  so  dense  and  the  distancee  so  short, 
reaches  only  about  35  per  cent  of  the  post-offices. 

As  1  have  shown  the  comparison  of  the  areas  of  t^e  countries  and  the  extent  of 
the  telegraph  systems,  it  may  be  well  to  take  np  the  comparison  of  rates  now.  I 
presume  that  you  are  advised  that  the  rates  cnorged  by  each  separate  Govern- 
ment  system  iu  Europe  have  no  relation  to  the  business  sent  from  one  country  to 
the  other,  or  what  we  technically  call  "through"  business.  It  is  quoted  to  yon 
continnally,  in  the  arguments  in  favor  of  Qovemment  ownership  as  against  pri- 
vate ownership,  that  the  rates  in  Great  Britain  and  the  rates  in  France  and  the 
rates  in  fact  in  any  European  country  ore  very  much  lower  than  they  ore  in  the 
United  States.  That  is  true  to  a  certain  extent  for  the  local  business  in  those 
countries,  but  for  the  throngh  business  on  distances  that  compare  at  all  with  the 
distances  over  which  we  send  bnaness  in  the  United  States,  the  rates  in  Europe 
are  very  much  higher.  For  instance,  in  all  conntriee  of  Europe  they  charge  foi 
all  words  transmitted,  for  the  address,  the  text,  and  the  signature  of  the  message. 
In  the  UnitM  States  we  send  the  address  free  and  the  signature  free,  and  hose 
our  tarifiFs  on  a  count  of  10  words  for  the  teit  of  the  message.  The  rate  in  Great 
Britain  is  13  cents  for  the  whole  count  of  the  message,  anywhere  in  the  United 
Kingdom. 

Q.  (By  Hr.  Clabks.)  Is  that  irrespective  of  the  length  of  the  message? — A. 
No;  for  12  words. 

Q.  Twelve  ceats  for  13  words?— A.  Yes;  IS  cents  for  13  words,  and  1  cent  for 
eacn  additional  word.  In  France  the  charge  is  10  cents  for  10  words  or  less;  in 
Norway  and  Sweden,  10  words  or  less,  about  13  cents,  I  think  it  is  half  a  krone; 
in  Germany,  10  words,  13  cents;  Belgium,  15  words  or  less,  10  cente.  Now,  we 
find  by  careful  examination,  a  fair  examination  of  business,  that  we  transmit 
about  11  words  in  every  mesaaRe  free — ^that  is,  of  the  address  and  signature— so 
that  on  thot  basis  we  send  for  our  25-cent  tariff  on  the  10-word  basis— 31 
words,  whereas  the  interior  rate  in  European  countries  is  made  on  a  basis  of  from 
10  to  15  words,  counting  everything.  To  reach  a  fair  conclusion  on  comparable 
conditions.  I  wilt  take  the  Bntish  Government  statistics,  because  they  are  i^uite 
complete  and  because  the  British  operation  of  the  telegraph  generally  furmshes 
the  burden  of  argument  with  the  advocates  of  Government  ownership.  From 
New  York  to  any  place  in  New  England  our  rate  is  35  cents  for  10  words,  10  text 
words;  that  is,  25  cents  for  SI  words,  because,  as  I  have  stated,  the  average  on  a 
fair  count  of  a  large  amount  of  business  shows  that  we  transmit  11  words  free, 
figures  counting  as  words.  The  longest  circnit  that  can  possibly  be  worked  in 
Great  Britain  is  about  600  miles,  but  messages  sent  that  distance  would  represent 
a  very  small  part  of  their  business.  Their  principal  business  is  done,  of  course, 
between  and  within  the  large  centers,  which  are  much  nearer  together  than  that. 
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I  thiiik  that  their  own  statistics  show  that  about  65  per  cent  of  all  their  mes- 
■agee  are  sent  into  and  out  of  London,  while  the  distance  of  out  transmissions 
Tuiee  from  a  few  miles  np  to  8,000  or  over. 

Q.  (By Mr. LiTCHMAit.)  Iuthatconnection,haTe7onanythiiiBiiif0aTBtatiBticB 
to  show  how  large  a  proportion  of  yonr  work  is  brokerage  and  now  large  is  com- 
meircial  work?— A.  No:  jon  can't  get  at  that.  It  wonld  necessitate  an  analysis 
of  all  the  bnrinese  and  of  all  the  messages,  and  even  if  we  conld  make  that 
analysiB  we  should  hardly  be  able  to  determine  what  was  brokers'  business  and 
what  was  ordinary  commercial  meesagee,  nnless  we  happened  to  know  who  the 
senders  were  and  what  their  business  is. 

Q.  Does  the  process  of  having  cipher  names  and  addresses  prevail  in  foreign 
countries  the  same  as  in  ocean  telegratihy? — A.  I  will  come  to  that  in  a  niinnte. 
I  am  now  talking  of  the  local  tariff  wiuiin  each  country  compared  with  onr  rates, 
how  it  sums  np  in  comparison  with  onr  25-cent  rate  within  a  great  many  of  the 
States,  each  State  for  itself;  and  from  New  York  to  New  England,  or  from  New 
York  to  New  Jersey,  or  New  York  to  Pennsylvania — Mcentsforai  words.  There 
is  not  much  difference  between  that  rate  and  the  rate  in  Qreat  Dritain,  while  the 
circuits  nsed  are  nndunbtedly  a  g^eat  deal  longer,  because  the  centers  of  popula- 
tion are  farther  apart  in  the  United  States  than  they  are  in  Qreat  Britain. 

As  to  the  through  business  on  the  Continent  of  £nro;pe,  yon  can  register,  if  yoa 
have  any  amount  of  bnsiness,  a  code  address  as  you  do  m  cablo  messages;  but  you 
have  to  pay  C5  a  year  for  that  registration.  Therefore,  that  it  a  system  that  is 
used  only  by  people  who  have  enough  business  to  warrant  it.  For  the  telegraph 
business  of  the  general  public — although  1  have  no  statistics  to  refer  to— it  must, 
I  think,  be  self-evident  that  the  registration  is  not  nsed  very  much,  and  that  the 
oi^nary  business  passing  between  any  two  centers  in  Europe  would  be  practl- 
oally  on  the  same  bacdB  of  coimtas  the  business  in  the  United  States.  Therefore, 
it  is  safe  to  BSsume  that  the  general  business,  say.lxttween  London  and  Paris, 
between  London  and  Harseiiree,  between  London  and  St.  Petersburg,  between 
London  and  Rome,  wonld  be  about  on  the  same  count  as  it  wonld  be  with  us.  In 
fact,  I  tbink  the  tendency  would  be  there  to  make  it  more,  because  the  names  of 
streets  are  much  more  Involved  than  in  our  numerical  system  of  designating 
streets  in  the  United  States.  I  ought,  perhaps,  to  repeat  here  that  the  rate  tor 
all  international  bntdness  in  Europe  is  made  on  a  word  count,  and  not  on  a  count 
of  10  words  or  leas,  or  IS  words  or  leas,  whatever  the  number  may  be.  but  pre- 
cisely in  the  same  way  as  cable  bnalnese  is  transacted;  that  is,  each  word  is  paid 
for.  The  rate  between  London  and  Paris  is  5  cents  a  word  for  390  miles,  which 
on  a  fair  basie  of  21  words  to  the  message  would  befl.OS,  whereas  you  could  send 
the  same  message  ft'om  New  York  to  any  part  of  New  England  or  Pennsylvania 
or  New  Jersey  for  2S  cents.  From  London  to  Marseilles.  827  mileK,  the  rate  is 
Scents  a  word;  that  would  be  the  same  as  Paris — 11.00 — while  our  rateirom  New 
York  to  Chicago,  about  the  same  distance,  is  iO  cents.  From  London  to  St. 
Petersburg  the  distance  is  1,774  miles,  and  the  price  is  HI  centsa  word,  or  $2,41 
for  21  words,  while  our  rate  from  New  York  to  Galveston,  1 ,789  miles,  is  75  cents. 
From  London  to  Berlin  is  746  miles,  and  the  telegraph  toll  6  cents  a  word,  or$l. 25 
tor  21  words,  while  our  rate  from  New  York  to  Cincinnati,  the  same  distance,  is 
40  cents.  From  London  to  Borne  is  1,1S2  mUes,and  the  rate  is  6^  cents  per  word, 
or  (1.87  for  21  words,  as  compared  with  our  charge  of  60  cents  from  New  York  to 
New  Orleans,  1,844  miles.  I  conld  ^  on  and  make  a  large  number  of  compari- 
sons of  that  kind,  hut  they  would  give  practically  the  same  result,  and  I  do  not 
think  it  is  necessary.  I  mav  say,  however,  that  as  1  notice  one  of  your  witnesses 
disputed  the  distances  on  which  some  comparisons  were  made  once  before,  that 
these  distances  are  taken  from  the  Bradshaw  Railroad  Ouide,  and  therefore  I 
think,  if  not  exact,  are  practically  correct.  So  much  for  the  comparison  of  that 
rate. 

Perhaps  while  we  are  on  the  question  of  rates,  I  might  give  you  an  idea  of  the 
character  of  rates  we  have.  There  are  the  commercial  ratos,  of  which  the  25-cent 
rate  that  Ihavereferred  to,of  course,  forms  a  part.  Those  rates  are  made  up  in 
different  ways.  For  instance,  in  some  States  they  are  39  cents  for  the  whole  State. 
From  New  York  to  New  England  points  they  are  S5  cents.  There  are  also  rates 
from  State  to  State,  and  there  are  rates  between  large  centers.  The  rates  for  local 
purposes  all  through  the  coanli?  are  made  up  by  a  system  of  squares,  shovra  on 
this  map  [exhibiting  the  following  map] : 

The  WrroESs:  The  wholecountry  is  laid  out  In  asystem  of  squares,  50  miles  to 
the  square,  and  numbered,  and  then  the  rate  is  made  30  cents  from  any  square  to 
any  3  circles  of  contiguous  squares. 
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Q.  {By  Hr.  Fakquhar.)  These  red  lines  dedpiate  the- 
The  State  bonndarieB.    Each  ride  of  each  Bqn&re  ie  50  milet 

squares  the  rate  is  25  cents. 

Q.  Who  invented  that  flyatem? — A.  I  think  Mr.  Holmes  had  as  much  to  do  with 
it  aa  anybody.  As  the  busiDesshaagrown  and  localitieshave  become  more  thickly 
settled,  direct  rates  have  been  extended,  and  the  square  BVHtem  has  been  over- 
ehadowed  by  the  extension  of  the  flat  rate,  as  in  the  case  of  New  England,  where 
bnsineBS  ana  population  justify  it.  Thehigheet  rate  we  charge  is  $1;  that  is  from 
the  Atlantic  coast  to  the  Pacific  coast. 

Q.  For  10  words? — A.  Ten  words.  All  onr  business  is  on  the  10-word  coont, 
with  address  and  ti^nature  free.  Then  we  have  a  system  of  night  rates  east  of 
the  Rocky  Monntains;  that  is  for  mesaafea  to  be  transmitted  dnring  tiie  night 
and  delivered  the  next  morning  at  abont  half  the  day  rate.  Bnt  we  have  no  rate 
lees  than  20  cents. 

The  press  rates  are  made  on  a  basis  entirely  their  own,  and  becanse  of  the 
volome  of  business  done  and  because  the  larger  part  of  it  is  transmitted  at  ni^t. 
The  bneinesa  of  the  press  associations  is  lugely  done  over  leased  wires.  The 
Associated  Press  has  a  system  of  leased  wires  practically  connecting  all  lai^ 
centers  of  the  country,  which  the  association  uses  as  it  cnoosea  and  over  which 
it  »ends  all  its  business.  We  have  nothing  to  do  with  that  syst«m  except  to 
take  onr  rental  for  the  wires,  the  same  as  we  do  from  any  private  indivianal. 
The  press  rates  on  matter  that  we  handle  onrselves  are  made  on  a  basis  of  cir- 
cuits, by  which  a  large  number  of  papers  can  be  served  at  the  same  time,  so  that 
economy  to  each  paper  can  be  promoted  as  much  aa  possible,  with  due  regard  to 
the  return  to  the  telegraph  company.  The  special  rates  to  newspapers  for  a  sin- 
gle transmission  to  one  paper  are  based  on  what  we  call  "  the  additional- word 
rate"  of  the  day  message;  that  is  one-third  of  the  additional  word  rate  in  the  day- 
time and  one-sixth  at  night,  so  that  where  onr  rate  is  25  and  2,  the  press  rate  in  the 
daytime  would  be  two-thirds  of  a  cent,  and  at  night  it  would  b«  one-third  of  a 
cent  a  word  for  direct  transmission  and  delivery  to  a  single  paper. 

Then  we  have  rates  for  commercial  reports  which  are  distrihnted  to  exchanges 
and  to  various  subscribers  thronghoat  the  country.  They  are  made  on  a  basis 
somewhat  similar  to  the  press  rates  for  individual  snbecribers.in  that  they  name  a 
rate  for  certain  reports  tnat  may  be  desired,  especially  where  they  can  be  trans- 
mitted orer  circnlts,  so  as  to  give  the  farmers  and  the  dealers  of  produce  in  grain 
aU  obtainable  information  of  the  markets,  in  order  to  regulate  the  sale  of  their 
crops  and  the  getting  of  tfaem  to  market.  Certain  people  may  wish  to  have  the 
opening  and  the  noon  and  the  closing  reports  of  certain  produce  from  certain 
exchanges,  and  those  reports  are  made  up  and  sent  and  delivered  at  those  honre 
over  certain  circuits  as  tney  are  called  for  through  the  rural  districts. 

Q.  How  do  these  rates  compare  with  the  general  rates  at  which  you  send  mes- 
sages to  those  points? — A.  I  can't  give  you  the  exact  comparison.  They  are  lower 
beiwuse  they  are  made  up  in  one  transmission. 

Q.  Does  the  Prodnce  Exchange  make  the  arrangements  itself? — A.  No;wemake 
them.  We  have  an  arrangement  with  the  Produce  Exchange.  That  is.  we  take 
the  (| notations  from  the  Produce  Exchange  and  distribute  them.  They  are  handed 
by  a  regular  bureau  for  commercial  news,  and,  of  conrse,  the  information  is  sent 
between  exchanges  on  arrangements  made  with  each  exchange. 

Then  we  have  the  question  of  Government  rates. 

Q.  Before  you  pass  from  the  question  of  rates  to  exchanges  I  wish  to  call  your 
attention  to  the  tact  that  a  question  has  come  before  this  commission  in  respect 
to  brokerage  and  bncket-shop  dispatches  and  others  of  that  character,  it  being 
charged  that  they  had  precedence,  very  often,  in  the  case  of  an  intensive  mar- 
ket in  stocks.  Is  there  any  discrimination  made  for  the  purpose  of  handling 
money  and  stocks? — A.  No,  sir;  those  statements  have  been  made  without  any  evi- 
dence orproof  thathosevercometotheknowledge  of  any  officials  of  the  company. 
There  is  no  discrimination  permitted  in  any  way  or  under  any  circumstances, 
and  if  there  is  any  case  of  that  kind  that  can  be  charged  against  the  company, 
we  are  only  too  anxious  to  know  it,  that  the  service  may  be  kept  on  a  proper 
basis.  The  larger  brokers  have  leased  wiree.  That  is  none  of  our  concern;  but 
the  business  that  comes  to  us  for  transmission  is  transmitted  without  discrimina- 
tion, without  partiality,  and  directly  in  the  order  in  which  it  is  received,  and  is 
delivered  in  the  same  way. 

I  was  coming  to  the  question  of  Ghivemment  rates.  We  have  a  contract,  which 
is  made  from  year  to  year  with  the  Government  for  the  business  of  the  Weather 
Burean.  That  contract  provides  that  for  meesages  containing  not  more  than  20 
words,  all  words  counted  except  the  date,  the  charge  shall  be  30  cents,  and  for 
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eacfa  additional  word  1  cent,  for  a.  distance  not  exceeding  1,000  miles.  For  dis- 
taacee  of  over  1,000  miles,  one-foorth  the  price  of  meeBagesfoT  1,000  milee  is  to  be 
added  for  every  500  miles  or  fractional  part  thereof.  That  is  the  rate  for  the  general 
mesBagee.  For  the  circuit  reports,  where  we  make  ap  circnita  and  are  able  to 
send  to  a  number  of  places  with  one  transmiBsion,  we  tahe  their  reports  and  send 
them  for  2^  cents  a  word  over  each  circoit  not  exceeding  1,000  nules.  with  one- 
half  cent  per  word  additional  for  circoiteover  1,000  miles  in  length,  provided  that 
no  circuit  shall  exceed  1,500  miles  in  length,  one-eighth  cent  per  wora  to  be  added 
for  each  additional  drop-«op^  station. 

For  all  cotton,  sngar  and  rice,  and  com  and  wheat  region  messages  on  each  day 
that  they  are  telegraphed,  the  chaise  is  20  cents  for  the  first  message  received  at 
each  circuit  center  and  10  cents  for  each  additional  message,  no  matter  where. 
For  the  general  bttsiness  of  the  Government  we  accept  the  rat«  made  by  the 
PostmastBT-General  every  year  under  tbe  OTOvisions  of  the  act  of  Jnly,  186ft— 
that  IB,  we  have  done  so, "except  when  Mr.  Wanamaker  made  it  practically  noth- 
ing. It  has  been  generally  accepted  by  the  telegraph  companies.  That  act  pro- 
videa  that  tiie  Postmaster-General  shall  have  the  privilege  of  fixing  the  rat^  ir 


tdcaliy  the  same  aa  miacellaneons  messages  for  the  Weather  Bureau:  For  night 
meesages  not  exceeding  20  words,  exclusive  of  place  from  and  date,  the  charge  is 
lScentoforan7diBtancewithin2,000mileBandforgTeaterdiatancea25cente;ineach 
case  1  cent  for  each  additional  word.  These  rates  are  not  made  np  on  any  ^lar- 
ticolar  commercial  bads,  nor  with  the  hope  or  expectation  that  they  wUl  yield 
the  company  anything  like  an  adequate  financial  return  for  services  rendered. 
In  fact,  they  don't.  The  company  really  contributes  through  these  contracts  a 
large  sam  every  year  to  the  Government  for  its  servi^ce.  I  think  it  might  be  well, 
wiUi  your  permission,  to  have  these  two  contracts  included  in  my  evidence,  and 
so  I  will  leave  them  with  yon.     [See  Exhibits  C  and  D.] 

I  think  now  we  might  pass  on  to  the  question  of  capitalization,  which  I  see  ia 
included  in  your  plan.  The  charge  is  continually  made  that  telegraph  rates  are 
not  reduced  because  the  properties  are  overcapitalised.  3o  f ar  as  tlie  Western 
Union  Telegraph  Company  is  concerned,  considering  the  question  on  the  purely 
business  basis  of  the  experience  of  a  lar^e  and  important  indnstry,  which  has  had 
to  go  through  all  sorts  of  commercial  crises,  ail  phases  of  discouragement,  almost 
failure,  and  has  resulted  in  successful  service  to  the  country,  the  rates  will  com- 
pare more  than  favorablywith  the  rates  chaT^d  by  any  system  of  telegraphs  that 
can  be  put  upon  the  same  basis  without  the  props  of  government  aid  and  of  gov- 
ernment support  to  provide  means,  without  regard  toreturnsannually,  to  supply 
very  large  deficiencies.  There  is  no  ground  whatever  for  the  charges  made  ajf 
the  people  who  have  this  Idea  of  overcharges,  and  I  think  that  they  make  the 
charges  in  ignorancs. 

The  financial  conditions  of  the  telegraph  systems  in  European  countries  are 
Terymnch  obscured  by  all  the  returns  made,  with  the  eiception  of  those  of  Great 
Britain.  Her  Government  has  the  frankness  to  acknowledge  the  absolute  finan- 
cial failure  of  her  telegraph  system,  and  to  tell  the  taxpayers  that  they  are 
expected  to  provide  a  large  sum  every  year  to  make  np  for  the  losses  of  the  system 
which  is  used  by  that  portion  of  the  public  that  sends  and  receives  telegrams.  1 
might  perhaps  say  in  the  beginning  that  the  total  officially  rtiported  deficiency  of 
the  telegraph  system  in  Great  Britain  since  it  was  assumed  by  the  Qovemment 
in  1870  is  ^7 ,756,654  lOa.  4d. ,  or  an  equivalent  of  nearly  $M,000,000. 

I  should  like,  with  yonr  permission,  to  have  this  page  of  the  return  relating  to 
postal  telegraphs,  issned  by  order  of  the  House  of  Gommons,  printed  in  my  evi- 
dence SB  it  Btfoidi. 
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RBTURK  RELATING  TO  POST-OFFICE  TELEGRAPHS. 

S(o(em€n(  prepared  in  aeovrdaiioe  trith  the  following  paragraph  of  aeet.  4  of  39 
Vict.  c.  ■'>,  viz:  "There  shall  be  added  to  such  aecount  a  Htalemenl  of  the  amount 
KcpeJiderf  during  said  year  on  account  of  the  annual  charge  for  the  seeuritiet 
created  for  the  purjxiae  of  the  telegraph  acta,  1868  to  1S70,  and  any  acta  aTijend- 
ing  the  tame,  and  of  the  gurplua,  if  any,  lehich,  after  deducting  from  the  gaiJ 
balance  the  amount  of  mmh  annual  charge,  remains  as  a  sinking  fund  for  tlie 
redemption  of  llus  said  setnirities;  and  a  statement  of  the  mode  of  application 
of  such  surplus." 


Capital  atock  (coniola)  orealed  In  respecl  o[ 
money  ralsud  for  (he  pun'hAties  of  tele- 

—  ' "  16  Vict.  c.  75 


Undei 
Under 


Less— etock  purcbued  and  cancelled: 
(1)  On  accoDntal  sutplue 

Period  lo  3l8t  De- 
cember, ISTD.. 

Year  10  Slat  D 
cember.  IS7I.. 


(2)  Wtth  the  ureipended  baluiee  ol 
the  postHJfflce  lcl«grspha  capital 
account  In  Au^ufl.  ISlFl 


jipcnded  on  account  of  the  charge  foi 


n  by  the  fore^lnj 


B  £7,796.634  10s.  4d.,  aa 


irllamentaty  Fai: 

be  fifteen  monthi 


No.«-^of  1W90.-. 
No.Zlof  IS90-9I... 


no.i&iotifisa... 


ID      8 

466,570 

7,TB«,SS1 

10      4 

Trkabdrt  Chambebs,  January,  1900. 
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The  I0BM8  on  the  tel^^aph  in  Great  Britain  are  providod  tor  by  the  annoal 
grant  made  by  Parliament  to  the  department.  That  grant  covers  all  the  cost  of 
ext«nsion8  aa  well  as  of  operations,  and  therefore  no  capital  charge  ia  made 
especially  for  the  telegraph  department,  and  the  whole  amount,  including  the 
interest  on  the  original  stock  that  was  issued,  goes  in  as  a  part  of  the  expense 
of  the  postroffice  granted  by  the  Qovemmcnt;  and  no  interest  charge,  since  the 
exhaustion  of  the  original  grant  of  about  £10,000,000.  has  been  charged  up  to  the 
teleKTaph  department,  as  I  nnderstand  it,  bnt  this  is  carried  either  as  a  charge 
agamst  the  poat-ofSce  in  a  general  way,  or  as  interest,  or  as  part  of  the  interest 
on  the  national  debt. 

The  statistics  of  the  systeni  in  Great  Britain  are  aa  follows:  Poles,  43.507  miles; 
wire,  806,486  milee;  capital  accoont,  grant  of  original  act  of  parchase.  1369, 
including  £2,126,000  expended  for  eitensiona  to  September  SO,  1878,  £10.868,663,  or 
(62,820.702;  ezpenditnras  for  eztfinsionB  included  in  general  expenses  September 
1, 1878,  to  Marcli  81, 1000.  £8,886,000,  or  $13,783,960.  The  total  capital  account  for 
tbe  lines  is  $66,608,662.  These flgnres  give  an  average  capital  account  of  |l, 530.30 
per  mile  of  poles  and  $215.80  fier  mile  of  wire.  I  may  say  that  the  above  figures 
for  the  expenditures  Cor  extensions  I  have  learned  from  ofBcial  soorcee.  and  they 
are  therefore  not  to  be  questioiied. 

As  a  comparison  with  fliis  showing  we  will  take,  if  you  please,  the  Western  Union 
Telegraph  Company  as  it  stands  to-day.  The  system  or  the  Western  Union  Tele- 
graph Company  represents:  Stock,  $H7,B70.000;  5  per  cent  collateral  trust  bonds, 
doe  January  1, 1088,  aji^ainBt  which  bonds  and  stocks  bearing  the  company's  guar- 
antee of  interest  or  dividends  at  6  per  cent  per  annum  have  been  deposited  with 
the  trttstee,  $8.S02,000:  H  per  cent  funding  and  real-eftate  mortgage  bonds,  due 
May  1, 1950,  810.000.000:  7  per  cent  bnilding  bonds,  due  May  1,  1902, 11,150,000; 
stock  of  leased  lines  bearing  guarantees  of  the  company  held  by  individuals,  on 
which  the  company  pays  dividends  or  guarantees  dividends,  114,334,665;  in  all, 
$181,864,665.  Tnemileageof  the  system,  which  I  have  already  given  yon,  includes 
the  2  AtJantic  cables,  which  should  be  deducted  as  not  being  a  part  of  the  system 
within  the  United  States.  Therefore,  on  the  basis  of  186,628  miles  of  poles,  the 
capitalization  is  |T08.80  per  mile.  Deducting  the  Atlantic  cables  from  the  wire 
mileage  altogether,  leaves  927,071  miles  of  wire  at  a  capitalization  of  |141.T0  per 
mile.  In  other  words,  the  capitalization  per  mile  of  poles  in  Great  Britain  is 
more  than  twice  as  much  as  that  of  the  Western  Union  Company,  and  the  capi- 
talization of  wire  is  exactly  one-half  as  much  more. 

There  ie  another  view  to  take  of  this  question  to  put  it  on  a  fair  basis,  and  that 
ie  that  the  company  has  in  its  treasnry  about  $11,000,000  of  asseta  of  outside 
companies  that  are  not  telegraph  companies  and  whose  systems  are  not  in  any 
way  comprised  in  its  mileage.  If,  therefore,  we  shoald  deduct  those  assets  from 
the  above  amount  of  stocks,  bonds,  and  ontstanding  guarantees,  the  total  capital- 
ization is  $120,364,065,  or  $645  per  mile  of  poles  and  S129.80  per  mUe  of  wire. 

I  have  some  comparative  fignres  on  this  question  of  capitalization  with  the 
mileages  given  to  me  by  the  Postal  Telegraph  and  Cable  Company  to  which  I 
have  already  referred.  That  company  has  $18,000,000  of  4  per  cent  bonds,  and 
that  doe«  not  capitalize  all  that  the  lines  have  cost,  which  is  about  $20,500,000. 
On  the  mileage  given  by  them  in  the  United  States  it  makes  that  company's 
capitalization  on  $30,500,000  $783  per  mile  of  poles  and  $121  per  mile  of  wire. 
Yon  must  bear  in  mind  that  that  company  is  the  result  of  sundry  reorganiza- 
tions of  other  companies  and  has  been  briilt  up  on  practically  a  cash  basis. 

The  capitalization  of  the  Western  Union  Company  has  resulted  from  the  amal- 
ramation  of  a  large  number  of  telegraph  companies  from  the  beginning.  In 
the  early  days  the  country  was  exploited  by  sm^l  companies  in  al!  directions, 
and  they  made  their  own  tariffs.  If  you  wished  to  send  a  message  from  one 
remote  place  to  another  remote  place  you  had  to  do  precisely  what  you  have  to 
do  in  Efnrope  to-day,  that  is.  send  it  over  a  number  ot  government  lines  in  order 
to  reach  a  given  pomt,  and  pay  what  to-day  we  call  the  transit  rate  through  each 
country  for  that  particular  class  of  business.  The  result  was,  of  course,  that 
there  was  no  unification  of  service.  There  was  no  compact  way  of  reaching  any 
point,  and  it  became  evident  to  the  managers  of  the  propei-hes  that  the  only 
thing  feasible  was  consolidation  and  that  consolidation  would  lead  to  direct 
circuits,  with  tariffs  reduced  because  of  unification  of  management  and  the  obvia- 
tion  of  a  variety  of  individual  charges  for  each  system. 

I  have  a  memorandum  prepared  for  me  by  Mr.  Holmes  of  our  tariff  bnrean 
showing  the  result  of  the  consolidations.     It  is  exceedingly  interesting,  and  as  it 
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to  have  had  KnTthin^  like  a  system  of  rates.  The  rates  of  the  old  Western  UnioD 
wore  SS  cents  for  diatanves,  oy  wire,  of  2S  miles,  and  an  additional  S  cente  tor 
each  additional  26  miles,  modified  accordingtothe  judgment  of  the  general  snper- 
iiit«ndent.  There  was  also  &  syst«m  of  rates  in  the  Sonthem  Stat^.  All  of  the 
ofBceeof  each  company  were,  however,  sapposed  to  know  their  own  rates;  andfor 
rates  to  other  companies  they  added  to  their  own  rate  the  rate  of  the  connecting 
company  from  the  nearest  transfer  point. 

"  ShortJy  after  the  consolidation  in  1866  the  ratee  from  Washington,  north  and 
eonth;  from  LonisyiUe,  north  and  sonth;  from  Npw  York,  east  and  west;  Bnftalo, 
east  and  west;  Chicago,  east  and  west;  Omaha,  east  and  west,  and  in  varions 
directions  from  other  places,  were  printed  and  distributed  to  all  telegraph  offices 
in  the  United  States.  Bv  adding  the  rates  of  the  various  lines  and  comjianiesthns 
listed,  offices  obtained  their  rates  for  through  business  in  any  direction  and  for 
any  distance. 

"  The  following  are  some  of  the  rates  which  were  in  force  from  New  York  in 
ISee.riz,  to  Buffalo,  7S  cents;  to  Cleveland,  Ohio,  tl.45;  to  Chicago,  lU.,  $3.30;  to 
Omaha,  Nebr.,  $4.43;  Denver,  Colo.,  $7;  Salt  Lake  City,  Utah,  0.25i  San  Fran- 
cisco, Cal..  $7.45;  Portland,  Oreg.,  $10,30;  Victoria,  B.C.,  $11.55;  Washington, 
D.C.TScents;  Richmond,  Va.,$1.2S;  Atlanta,  aa.,$3.S5;  New  Orleans,  La.,  ^.26; 
G^alveston,  Tex.,  $6.50. 

' '  The  rates  of  the  East  were  lower  than  those  in  the  Middle  and  Western  Stat«a, 
and  those  in  the  Middle  States  lower  than  those  for  like  distances  in  the  South, 

"It  was,  at  the  time  of  the  consolidation,  impossible  to  make  a  uniform  scale  of 
rat«s  between  the  offices  of  the  consolidated  companies  without  cutting  the  West- 
ern and  SoTtthem  ratee  down  to  the  Eastern,  and  therefore  to  an  unprofitable 
scale,  bat  the  Weatem  and  Southern  rates  were  nevertheless  very  much  reduced, 
and  the  system  known  as  the  sqnare:and-State-rate  system ,  by  which  an  approach 
to  nniformity  was  secured,  was  adopted.    This  was  m  October,  1869. 

"  The  new  scale  of  rates  when  applied  to  the  business  of  New  York  City,  which 
was  in  the  zone  of  low  rates,  effected  a  reduction  of  20  per  cent.  At  Western 
and  Sonthem  places  the  reduction  was  much  higher,  and  to  the  Territories  of 
Wasliington  and  Oregon  and  the  southern  part  of  California,  the  high  ratos  were 
reduced  from  $10  and  over  to  $7.45  and  $6. 

"  In  1873,  8  years  later,  new  rates  were  issued  and  farther  reductions  were 
made  and  ano&er  step  taken  toward  a  uniform  scale.  In  the  long-distance  rat«B 
the  maximum  was  made  $5.  In  1873  another  revision  of  rates  cat  the  maximum 
down  to  $3.50,  and  the  rates  for  masimnm  distances  were  further  reduced  from 
$2.50  to  ^.  and  this  to  $1.60,  and  later,  March,  1884,  to  the  present  mazimnm  of  $1. 

"  The  rate  from  New  York  to  Buffalo,  which  was  76  cents,  finally  became  36 
cents,  which  is  the  rate  to  all  other  places  in  New  York  State;  Cleveland,  $1.45, 
ia  now  40  cents,  which  is  the  rate  to  all  other  places  in  Ohio;  Chicago.  Dl.,  which 
was  $2.06,  is  now  40  cente;  other  places,  60  cents;  Omaha,  Nebr, ,  $4.46,  is  now  SO 
cents;  Denver,  Colo.,  $7.  is  now  75  cents:  Salt  Lake  City,  Utah,  $7.S5,  is  now  75 
cente;  San  Francisco,  Gal.,  $7.40,  is  now  $1;  Portland,  Greg.,  Seattle,  Wash.,  and 
Victoria.  B.  C.  which  were  from  $10.30  to  $11.56,  are  now  $1;  Washington,  which 
was  76  cente,  is  now  36  cents;  Bichmond,  which  was  $1.35,  is  now  86  cents; 
Atlanta,  Oa.,  which  was  $2.B5,  is  now  50  cents;  New  Orleans,  La.,  $3.35,  is  now 
60  cents;  Galveston,  Tex.,  which  was  $5.50,  is  now  75  cents. 

"As  far  as  it  has  been  possible  to  carry  it,  the  uniform  scale  has  been  applied 
East,  West,  North,  and  Sooth,and,wherever  practicable,  the  divisions  by  squaree 
have  been  abandoned  and  the  rates  fixed  by  States." 

So  the  result  of  this  consolidation  of  the  service  and  the  bringing  together  of 
the  capitals  of  the  different  companies  and  the  unification  of  the  service  and 
making  it  possible  to  effect  economies,  and  by  and  by  to  reduce  rates,  has  been 
beneficial  to  the  public  in  every  way.  It  also  put  the  property  on  a  final  basis  of 
capitalisation  not  nearly  as  high  as  the  capital  of  the  chief  exponent  of  govern- 
ment ownership  in  Europe,  that  is,  Qreat  Britain  and  Ireland.  Of  course,  I 
know  that  it  has  been  claimed  that  a  large  price  was  paid  by  the  British  Govern- 
ment for  the  lines  there.  Well,  what  of  that?  If  a  man  has  a  successful  business 
and  it  is  bought  out  by  anyone  else,  is  it  to  be  bought  out  on  the  bare  cost  of  the 
skeleton  of.his  plant?  Is  there  nothing  for  the  ability  that  has  been  expended, 
nothing  for  the  development  of  the  business,  nothing  for  what  is  known  m  ordi- 
nary commercial  parlance  as  good  wUl?  To  any  reasonable  man,  to  anybody 
with  any  business  experience,  anyone  with  any  political  conscience,  such  a  qaes- 
tion  is  absurd  and  should  be  dismissed  even  without  the  attention  I  am  giving  to 
it  now.  Our  rates  as  they  stend  to-day  have  been  devised  so  as  to  have  them 
follow  the  development  of  the  business  all  the  time,  and  vnXb  an  earnest  desire 
on  the  part  of  the  company  to  keep  them  as  low  as  Is  consistent  with  a  proper 
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return  on  the  capital  and  provide  tor  the  very  eipensivs  moint^iuuice  of  a  peeo- 
l^r  property,  wnich  is  more  exposed  to  deterioration  than  perbape  any  other 
property  in  existence. 

A  great  many  attempts  have  been  made  to  radically  rednce  the  rates  that  hare 
been  established  by  tbe  Western  Union  Telegraph  Company,  ae  a  result  or  Its 
large  experience  and  of  its  better  comprehension  of  the  conditions  governing  the 
management  and  the  effect  of  telegraph  properties  but,  every  time  that  effort 
has  ended  in  failnre.  The  last  really  serious  attempt  wa.*  made  by  the  Baltimore 
and  Ohio  Telegraph  Company,  and  I  think  yon  all  know  what  was  the  refinlt  of 
that  effort.  That  company  had  to  give  np  the  hnsinese,  and  the  Western  Union 
took  the  property  and  made  it  a  part  of  its  system.  And  so  it  has  been  right 
straight  along,  that  a  proper  regard  for  busmess  considerations  and  a  proper 
regart  for  the  capital  represented  by  the  company  have  jnsti6ed  the  present 
rates  and  made  it  impracticable  for  us  t«  do  more  than  follow  the  development 
of  the  business,  which  we  are  continually  doing,  in  malting  the  rates  reasonable 
and  keeping  the  service  equal  to  the  demands. 

Another  phase  is  taken  up  by  the  advocates  of  Gloverument  ownership,  or  by 
tbe  opponents  of  private  ownership,  on  some  rather  curious  estimat«s  of  the  cost 
of  reproducing  the  property.  One  gentleman  naively  Bays  that  yon  can  produce 
telegraph  lines  at  the  rat*  of  about  $180  or  $130  a  mile-  Therefore  you  have  only 
to  t&e  the  mileage  of  the  Western  Union  Telegraph  Company,  use  that  figure  as 
a  multiplier,  and  lo,  you  have  got  it  all;  there  it  is;  why,  it  is  next  to  nothing. 
You  can  almost  produce  a  telegraph  plant  by  a  sort  of  Aladdin  process  without 
tbe  expenditure  of  any  trouble  or  any  care  or  anything  of  that  kind. 

It  is  true  that  you  mav  be  able  to  bnild  under  favorable  conditions  a  telegraph 
line  with,  say,  2  wires,  for  somewhere  in  the  neighborhood  of  S150  to  $175  a  mile. 
I  take  those  ogures  as  an  average;  I  am  not  giving  the  exact  snm.  Bat  does  that 
constitute  a  telegraph  system  for  this  coant^?  Why,  there  is  only  about  30  per 
cent  of  the  lines  of  the  Westem  Union  Telegraph  Companv  that  have  2  wires,  I 
think,  and  all  the  rest  run  up  from  8  to  200  wires.  Will  a  plant  that  will  support 
wires  and  provide  for  business  in  remote  rural  districts  accommodate  the  nasi' 
ness  of  this  country?  Look  at  your  lines  between  here  and  Hew  York,  lines  with 
40  wires  apiece  on  them.  Look  at  the  terminals  that  are  necessary  in  large  cities, 
buildings  that  cost  millions  of  dollars,  work  toconnectup  the  whole  system,  that, 
instead  of  costing  yon  a  $160  a  mile,  will  sometimes  cost  foa  thousands  and 
thousands  of  dollars  per  mile.  In  one  instance,  for  S  nules,  it  coet  u«  $100,000  a 
mile  in  our  underground  andpnenmatic  system  between  our  uptown  and  down- 
town offices  in  New  York.  Tjiese  are  eesential  features  of  the  telegraph.  It  is 
not  the  cost  of  the  line  out  on  the  prairie,  it  is  not  the  cost  of  tbe  line  in  tne  woods 
that  can  determine  the  value  of  the  system.  The  expensive  terminal  faculties 
that  are  necessary  in  all  the  large  centers  to  provide  the  means  for  coUecting,  dis- 
tributing, and  handling  the  business  all  over  the  country  as  it  comes  through  are 
even  larger  factors  in  the  question.  Therefore  any  estimate  of  cost  or  any 
attempted  gaage  of  t>i'«  question  by  making  a  calculation  on  any  such  basis  as 
these  gentlemen  have  undertaken  to  make  it  on  is  absolutely  absurd  and  should 
have  no  credence  whatever.  The  property  as  it  stands  t<>day  represents  in  a 
large  part  several  renewals,  because  the  reconstmction  of  the  lines  is  ulwaya  pro- 
vided for  before  any  balance  is  struck  of  the  earnings  for  tbe  year;  in  fact,  it 
must  necessarily  be  so  or  new  capital  must  be  provided.  I  may  say,  in  round 
numbers,  that  since  1866,  for  reconstruction  and  general  line  repairs  to  keep  the 

{iroperty  np  and  in  a  Bt  condition  for  business,  there  has  been  expended  upon 
t  between  $50,000,000  and  $60,000,000.  That  is  entirely  outside  of  construction 
in  any  way.  and  the  result  of  this  is — referring  af^ain  to  the  capitalization  ques- 
tion, say  m  1873— that  the  capital  per  mile  of  wire  stood  higher  by — I  can  not 
tell  exactly  how  much,  than  it  does  to-day.  An  additional  value  is  also  given  to 
the  lines  in  their  reconstruction  by  thenseof  much  better  material  thanformerly; 
that  is.  we  are  using  copper  wire  now,  which  is  mnch  more  expensive  than  the 
iron  wire  was  when  it  went  into  these  lines,  and  a  much  more  substantial  and 
effective  plant  is  sill  the  time  being  reconstructed  as  the  old  lines  go  down,  with- 
oat  itnpio^ng  upon  any  ca^tal  account  in  anyway;  consequently  the  rate  of 
capitalization  per  mile  of  wire  is  continually  going  down. 

That  is  about  all  on  the  financial  side  of  the  question,  I  do  not  know  exactly 
what  the  other  questions  are  that  you  wish  to  consider,  but  I  should  like  to  put 
in  here  a  remark  that  was  made  by  the  chancellor  of  tbe  British  exchequer,  in 
1998,  in  which  he  said  while  laying  l^efore  the  House  of  Commons  his  nnuaal 
budget,  "  I'hat  tbe  operations  of  the  British  Government  telegraphs  for  tbe  fiscal 
year  showed  a  'bad  revenue,'  and  an  excess  of  actual  worMng  expenses  over 
receipts  of  £119,000  ($560,000),  te  say  nothing  of  tbe  interest  on  the  £10,000,000  of 
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stock  iaaned  for  their  acqnisitloii."  He  also  said  that  smce  the  purchase  by  the 
Govenuaent  of  the  telegraph  lines,  including  the  moderate  interest  they  ought 
to  have  paid  npon  their  cost,  the  loss  on  that  transactton  had  been  £4,500,000 
(about  SSti, 000,000),  "which  result  was  founded  on  a  miscalcQlation,  and,  for  any- 
thing that  can  be  seen  to  the  contrary,  it  ia  a  revenue  which  in  going  froin  bad  to 
worse,  and  not  likely  to  improve."  Hia  apprehension  seema  Ed  have  been  w^ 
founded,  since  the  deficit  of  the  present  time  is  about  $40,000,000. 

Therefore  if  that  result  comes  in  the  comparatively  limited  territory  of  Great 
Britain  and  Ireland  from  trying  to  extend  the  telegraph  system  without  commer- 
cial considerations  to  remote  and  insignificant  placee.  what  would  be  the  result  in 
thia  country,  which  is  twenty-five  times  as  large  and  not  nearly  so  thickly  popu- 
lated, with  ^stances  much  longer,  with  territory  lees  productive,  and  with  a  pub- 
lic that  can  not  provide  the  argument  for  the  use  of  the  telegraph  that  is  contiau~ 
ally  pounded  ou  social  questions?  What  I  mean  is  thia,  that  we  are  a  very  busy 
people  in  the  Unit«d  States.  Great  Britain,  beeidee  being  a  very  busy,  very  active, 
and  thickly  popalatod  commercial  center,  is  also  one  of  the  playgrounOB  of  the 
world.  Take,  for  instance,  the  steamer  after  steamer  that  goas  mim  the  United 
States  loaded  with  people  who  are  continually  sending  social  messages  while  they 
are  on  "the  other  side.  London  is  filled  with  tonrista  and  visitora  from  all  parts 
of  the  world  atalltimesof  theyear.  Thereisalso  tfaerea  very  large  classof  people 
of  leisure  who  freely  use  all  means  of  communication  for  their  social  engagements, 
the  like  of  which  we  have  not  here  in  any  way.  And  if  the  extension  of  the  sys- 
tem to  out  of  the  way  and  remote  points  is  supposed  to  serve  a  social  need,  I  doubt 
whether  that  social  need  exists  with  us  as  it  doee  in  a  country  like  England,  while 
the  financial  result  is  bonnd  to  be  very  much  more  serious  to  the  genenti  taxpayer 
than  it  has  been,  even  in  England. 

Q.  You  cau  give  the  earnings  now. — A.  I  aappoae  we  might  as  well  take  lost 
year's  figures  as  found  in  the  report  of  the  last  fiscal  year,  June  30,  1900. 

Q.  (BvMr,  Claeke.)  That  ia  the  report  of  the  Western  Dnion?— A.  The  report 
of  the  Western  Union,  of  which  I  will  give  yon  a  copy  if  you  wish  to  have  this 
table  inserted.  It  might  be  well  to  do  it.  Our  gross  earnings  were  $34,758,569.55. 
Oar  expenses,  gross,  were  (18,598,305.87.  This  left  a  balance  of  |G,  165 .868. AS.  of 
which  there  was  expended  for  dividends,  at  the  rate  of  3  per  cent  on  the  stock  of 
|B7 .370.000,  $4,867,988.75;  for  interest  on  bondA,  $896,805.60;  for  sinking  funds; 
«9.797;  in  all,  $5,774,086.85.  which  carried  to  our  surplus  about  $891,000. 

The  expenses  for  the  year  were  made  up  of  operating  and  general  expenses 
amounting  to  $13.2^0.000.44;  for  rentals  of  teased  lines.  $1,566,704.66;  for  mainte- 
nance and  reconstruction  of  lines,  $3,959,998.23;  for  taxes,  $539,469.99;  for  equip- 
ment of  ofOces  and  wires,  $817,024.46;  in  all,  $18,593,205.87. 

You  will  therefore  see  that  for  tho  fisc^  year  lOftO  we  expended  practically 
$8,000,000  in  reconstruction  and  maintenance  of  lin<4.  Of  the  operating  and  gen- 
eriil  expenses  for  salaries — that  is,  for  direct  expenditures  for  salaries  in  the  trans- 
mission and  delivery  of  our  business— the  amount  was  about  $9,000,000,  or  prac- 
ticaUy  50  per  cent  of  the  whole  exjienee.  Then  there  is  included  in  the  mainte- 
nance aua  reconstruction  item  a  targe  amount  for  salaries  for  regular  linemen, 
Special  line  gangs,  foremen,  and  general  labor  expenses. 

As  to  the  number  of  mess^es,  I  might  say  here  the  i-eport  show,  that  we  trans- 
mitted 03,167,783  messages  during  the  year.  That  does  not  repre^ient  the  total 
use  of  the  wires,  because  we  have  alargt;  number  of  wires  leasea  to  the  press  and 
to  merchants  and  individuals.  Apportioning  the  use  of  those  wires  on  a  very 
conservative  basis  would  add  certainly  7,500.000  more  messages  sent  over  the 
company's  system  during  the  year  than  this  number  given  in  the  report;  but,  of 
course,  we  can  not  take  note  of  that  business  because  we  do  not  handle  those 
messages,  and  I  am  merely  making  this  statement  as  an  explanation  if  any  coin- 
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Chairman — charters  of  various  States  and  State  taxation  and  supervision. 

A.  Well.  I  can  very  quickly  dispose  of  one  of  tham.  We  have  no  State  charters 
stall;  that  is,  except  from  the  State  of  New  York,  where  we  are  organized  under 
the  general  laws  of  1848.  But  as  to  taxes  and  supervision,  those  questions  seem 
to  be  among  the  vagaries  of  the  States;  they  differ  in  every  State  in  the  Union. 
The  total  taxes  that  we  paid  last  year  were  about  $529,000.    That  is  assessed 

j_  — rious  ways  m  different  States.    Each  State  has  a  law  of  ite  own. 

a  rule,  that  the  taxes  are  very  high,  while  wishing  to  pay  on  fair 
.  .  le  same  as  anyone  else.  The  values  that  the  taxes  are  based  upon 
are  sometimes  a  proportion  of  the  capital,  and  sometimes  the  estimated  value  of 
the  property.  The  state  of  Connecticut  makes  a  charge  upon  each  mile  of  wire, 
and  in  <Kie  caoe,  in  Texas,  I  think,  a  tax  is  laid  on  the  meesages,  one  cent  upon 
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each  message.  That  law  is  still  in  uiisteDce,!  think.  The  whole  (mestion  of 
taxation  is  very  intricate,  being  eabject  to  legislation  in  each  of  the  States,  and 
we  try  to  treat  it  as  fairly  as  we  possibly  can.  and  pay  what  we  think  is  i-ight  on 
the  same  basis  of  valnation  as  that  of  other  property.  I  will  mention  as  one  of 
the  troubles  of  such  thln?B  that  a  law  was  recently  proposed  in  the  State 
of  New  York  taxing  all  aauiorized  capital  at  the  rate  of  1  mill  and  a  quarter. 
That  meant  (135,000  per  year  on  the  capital  of  the  Western  Union,  to  say  nothing 
of  the  capital  of  other  companies  that  it  is  responsible  for,  in  that  State  alone, 
oatcdde  of  the  taxes  in  all  the  other  States.  That  law  has  not  been  passed.  An 
amendment  to  it  has  been  en^eeted  and  I  believe  is  to  be  made.  There  is  no 
tmiform  law  of  taxation  in  the  States.  Is  there  any  other  sabject  that  yon  think 
of  jnst  now? 

Q.  (By  Mr.  Kemnedy.)  There  is  one  other  large  sabject  that  is  not  inclnded  in 
the  plan  that  I  would  like  to  hear  Mr.  Clark  apon,  and  that  is  the  subject  of 
labor. — A.  Well,  I  do  not  know  that  there  is  a  great  deal  to  soy  on  that  subject 
except  that  we  have  a  large  number  of  employees.  There  are  about  35,000  people 
in  the  United  States  concerned  in  the  handBng  of  the  bosineBS  of  the  Western 
Union  Telegraph  Compaiiy,  as  yon  know,  ^''^ny  of  them  are  coustmctiTe 
employees  ra  the  Western  Union  Company  only,  lliey  are  the  agents  of  the  rail- 
road companies  with  which  we  have  contracts,  and  they  handle  the  commercial 
messages  at  small  stations  where  the  telegraph  bnsinesB  is  not  sofficient  to  justify 
the  employment  of  an  independent  operator  or  the  establishment  of  an  inde- 
pendent telegraph  office.  But  while  we  do  not  pay  them  directly  we  paj;  for  their 
services  in  other  ways  under  onr  contracts  with  the  railroad  companies.  Jnst 
how  many  of  them  there  are  I  coold  not  give  yon  offhand. 

As  to  the  general  qnestion  of  operators  it  is  a  question  of  snpply  and  demand, 
and  we  pay  wages  that  are  satisfactoiy,  as  far  as  I  know,  to  the  men  everywhere. 
There  is  nothing  else  to  say  aboat  it.  Our  wages  are  higher  than  they  are  in 
Enn^,  but  it  is  ver^  difflcnlt  to  say  Just  exactly  how  mnch  higher  beraose  the 
classifications  are  entirely  different.  In  Europe,  of  course,  operators  comeunder 
civil-service  rules,  and  ttieir  salaries  are  not  governed  so  mnch  by  supply  and 
demand  as  tfaey  are  with  as.  The  tel^rapbs  are  administered  by  the  Oovernment 
service  there  entirely. 

Ht.  LiTCHHAN.  I  would  like  also  to  ask  the  witness  about  the  relatione  between 
the  Western  Union  Company  and  the  Bell  Telephone  Company. 

The  Witness.  There  are  no  relations  between  the  two  companies  except  that 
the  telephone  company  collects  and  delivers  messages  for  ns  for  which  we  pay  it. 

Q.  Is  it  not  true  that  there  is  some  sort  of  a  contract,  or  that  there  has  been 
some  contract,  between  the  Bell  Telephone  Company  and  the  Western  Union? — 
A.  There  was  a  contract,  but  it  expired  with  the  expiration  of  the  Bell  patent. 

Q.  (By  Mr.  Clabkr.)  Is  it  your  pleasure  now  to  explain  your  relations  to  the 
raiboad  companies? — A.  Yes;  Icanexplain  thatrelationuhip.  I  do  not  think  there 
is  any  objection.  Our  relations  to  the  railroad  companies  in  a  general  way  are 
that  we  constmct  lines  along  their  roads  and  give  them  the  nse  of  wires  for  ma- 
iling their  systems,  and  in  return  they  employ  operators  who  do  their  own  tele- 
graphing over  those  wires  and  incidentally  any  commercial  business  at  small 
stanons  for  as.  We  also  give  the  railroad  companies  the  use  of  oar  wires  beyond 
the  lines  of  the  roads  to  certain  agreed  amounts  for  them  to  do  their  businesB 
throughont  the  country  generally.  That  is  practicaUy  all  there  is  in  it.  Of 
course,  each  contract  stands  upon  its  own  particular  basis,  according  to  the  cir- 
cmnstances  and  conditionB  under  which  it  Is  negotiated. 

Q.  Is  there  substantialuniformityin  those  contracts  thronghoat  the  country? — 
A.  Practically  so;  yes. 

Q.  Would  you  have  any  objection  to  submitting  one  of  those  contracts  as  part 
of  your  evidence? — A.  I  should  not  feel  at  liberty  to  do  that.  There  are  two 
parties  to  a  contract,  and  I  do  not  think  I  should  do  that  on  my  own  reeponsibUity 
or  the  responsibility  of  the  Western  Union  Telegra^  Company  without  consultr 
ing  the  other  parties.  That  is  all  there  is  in  it.  We  issue  franks  by  which  the 
officers  of  the  railroad  companies  send  messages,  the  nombers  of  which  are  tiot^ 
on  the  message  and  entered,  and  an  account  is  made  ap  and  rendered  to  the  rail- 
road company  at  the  end  of  the  month.  They  also  render  an  account  to  uB  of  the 
receipts  taken  in  at  their  stations  for  oar  lines. 

At  12.50  p.  m.  the  commission  took  a  recess  until  3  o'clock  p.  m. 

The  commission  reconvened  at  Z.OS  p,  m.  after  recess. 

Q.  (By  Mr,  Clarek.  )  Have  yon  any  further  stat«ment  to  make  before  being 
interrogated  by  the  commisnon? — A.  I  think  not,  Mr.  Chairman.  There  may  be 
■omething  I  may  want  to  say  after  the  queBti<ms  are  aiked.    I  bare  so,  far 
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endeavored  to  outline  the  ealient  points  of  the  sabject;  there  may  be  aome  details 
that  may  come  np  in  the  coarae  of  your  qnestionfl  that  I  have  pnrpoaely  glided 
over  eo  aato  get  the  main  featares  in  yonr  minds  first. 

(^,  (By  Mr.  Kbnnedy.)  What  is  the  comreiratiTe  coat  of  putting  down  and 
mamtaiuin^  a  cable  line? — A.  What  cable?  We  have  cables  between  New  York 
and  Nova  Bcotia,  connecting  with  onr  Atlantic  cables. 

Q,  Do  you  have  one  between  Key  West  and  the  mainland?— A.  Yes;  and  one 
between  Kby  West  and  Habana. 

6.  ■"  ■    ■■ 

Q.  Eow  does  that  compare  with  the  coet  of  the  land  lines? — A.  That  baa  only 
1  conductor,  while  on  the  land  line  yon  may  have  several  wires, 

Q.  The  cables  are  very  mnoh  more  costly? — A,  Infinitely  more  costly;  and  the 
question  of  maintenance  ia  alao  very  mnch  more  costly,  becaose  if  yon  have  a 
cable  broken  in  deep  water  yon  have  to  fit  ont  an  elaborate  expedition,  a  large 
ship,  and  she  is  dependent  on  wind  and  weather.  She  may  be  out  a  few  dava  or 
she  may  be  ont  weeks.  We  have  had  vessels  out  3  months  withont  effecting  a 
repair;  and  then  2  months  more  on  the  same  work — that  is,  in  Atlantic  work. 

Q.  Suppose  you  were  to  send  a  t«legram  from  Washington  to  Key  West;  can 
yon  state  what  the  cable  expense  of  the  telegram  would  he? — A.  No,  I  conld  not; 
we  work  straight  through. 

Q.  Have  yon  any  flares  that  would  show? — A.  I  have  not.  I  do  not  qnite 
onderstand  yoni  qnestion,  1  think.    Yon  mean  the  proportion  of  the  cable  expense? 

Q.  Yes;  the  proportion  that  you  pay  on  accoant  of  cable  carriage  or  transmis- 
sion. — A,  I  could  not  give  yon  any  figures  on  that  point  for  the  reason  that  the 
maintenance  of  laud  lines  goes  on  all  the  time  and  can  be  met  by  a  continnona 
comparatively  small  expense.  If  a  cable  is  broken  it  is  necessary  to  send  out  a 
ship.  Yon  must  either  nave  a  shin  in  commission  all  the  time  or  fit  ont  a  ship,  as 
we  frequently  do.  When  a  cable  breaks  on  the  reefs  off  Key  West  we  have  to  fit 
ont  a  ship  in  New  York,  man  it,  send  it  down  and  bring  it  back,  and  it  costs  sev- 
eral thousand  dollars  to  make  the  repair,  whereas  a  break  in  a  land  line  would  be 
reradred  in  half  an  hour. 

Q.  What  are  the  cable  rates  from  New  York  to  Great  Britain? — A.  Twenty- 
five  cents  a  word,  and  the  same  rate  is  made  to  France  or  Germany  as  well  as  to 
Great  Britain. 

S.  What  does  distance  have  to  do  with  the  rate.    Would  half  the  distance  cut  ■ 
Dwn  much? — A.  Yon  would  have  less  cable  and.  of  course,  less  money  invested. 

Q.  You  made  a  comparison  between  sending  a  message  from  New  York  to 
Boston  and  sending  a  message  from  London  to  Liverpool,  or  from  London  to 
Paris?— A.  Yes;  that  was  on  the  21-word  basis. 

%  I  want  to  aslt  yon  if  that  was  a  fair  comTOrison,  taking  into  view  the  fact 
that  part  of  the  distance  between  London  and  Paris  is  by  the  channel  cable? — A. 
I  think  so.     The  cable  is  a  short  one.     It  is  onlv  209  miles  the  whole  distance. 

Q.  That  was  one  instance  where  it  was  part  land  and  part  by  cable? — A.  Yes. 

Q.  Could  you  not  pick  ont  a  similar  distance  on  the  mainland;  say  from  Paris 
to  some  point  or  between  any  two  points  in  the  countries  yon  mention  where 
there  would  not  be  such  a  ^eat  diSerence?'~A.  It  would  be  practically  the  same 
thing.  The  tariff  between  Paris  and  Berlin — I  do  not  know  the  exact  distance — 
is  4  cents  a  word.    I  do  not  think  there  would  be  much  difference  on  that. 

S.  What  is  the  rate  from  Washington  to  Key  West,  do  yon  know? — A.  No. 
r.  Holmes.  One  dollar  for  10  words. 

Q.  WhatisthedistancefromKey  West  to  Washington?— A.  About  1,200  miles. 

Q.  Can  yon  state  the  tariff  from  here  to  Pensacola? — A.  Sixty  cents. 

Q.  So  the  difference  in  the  rate  to  Pensacola  and  to  Key  West  wonld  be  on 
account  of  the  cable  rate? — A.  There  is  a  long  distance  from  Pensacola  on  land  to 
the  cable. 

Q.  I  would  have  liked  to  have  a  European  comparison  made  over  all-land  lines 
the  same  as  made  in  this  country  over  all-land  lines. — A.  I  have  not  the  figures  as 
to  distance,  but  by  the  map  you  will  see  there  is  not  mnch  cable  between  Great 
Britain  and  France. 

Q.  It  is  a  cable  line? — A.  Oh,  yes;  of  course.  It  did  not  occur  to  me.  I  have 
not  the  distances  between  points  on  the  Continent.  I  could  not  give  you  that,  but 
I  think  the  comparisons  I  have  made  are  about  fair. 

(j.  You  do  not  know  what  the  French  rate  is  for  10  words? — A.  It  is  10  cents,  I 
think,  for  12  words. 

Q.  (By  Mr.  KENNEDY.)  In  England  it  is  a  cent  a  word?~A.  It  is  6d.  for  13 
words.  Then  you  must  rranemher  the  words  are  limited  to  10  letters  in  tbe«e 
European  conats  whereas  there  is  no  limit  with  us.  ,  ~  i 
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'ctinK  tbeM  telephone  lintts 
^        ,  ,  en  the  coct  of  erecting  tbeir 

throiiKh  lines  and  the  coat  to  the  Western  Union? — A.  No;  I  have  no  informa- 
tion on  thitt  point  at  all.  Irim  poles  are  used  in  India  and  in  Sonth  America,  bnt 
I  do  not  know  anything  abont  taeir  ose  here. 

Q,  There  was  sumetbing  said  abont  a  former  contract  that  yon  had  with  the 
Bell  Telephone  Coinpany.  Can  yon  state  to  the  commiBsion  the  general  terms  of 
that  conlract?— A.  The  Western  Union  Company  agreed  to  go  ont  of  the  telephone 
business.  There  was  a  long  fi^bt  on  the  patent  qaestion  and  it  was  compromised 
by  the  telephone  company  paying  so  much  of  its  royalties  to  the  telegraph  com- 
pany for  the  t«nn  of  the  contract;  and  the  telephone  company  t«ok  over  tneplant 
that  the  Western  Union  had  built.    That  is  oil. 

Q.  Was  there  any  contract  in  regard  to  the  division  of  territory?— A.  None 
fttaU. 

Q.  In  r«srd  to  the  joint  nae  of  the  patents  of  both  companies?— A.  The  Bell 
TeiephoDeCompany  hadthenseof  all  the  patents,  becanseit  had  the  Bell  patents. 

Q.  That  contract  is  not  in  force  now? — A.  It  ej^iired  in  1896. 

Q.  Conld  you  furnish  a  copy  of  this  contract  to  the  commissiou? — A.  I  do  not 
thuik  I  coola  agree  to  fnmish  any  contract  without  the  consent  of  the  other  par- 
ties. I  do  not  think  it  would  be  busineBsIike  or  fair;  I  should  object  on  my  own 
part  If  anybodv  else  were  asked  to  famish  a  contract  to  which  I  was  a  party. 

Q.  (^  Mr.  LiTCHHAK.)  We  expect  to  have  some  one  here  before  ns  represent- 
ing the  Bell  Telephone  Cmopany.  It  they  are  wtUiog,  yon  have  no  objection? — A. 
None  at  all. 

Q.  (By  Mr.  Eennxdt.)  Ton  are  donhtlesa  aware,  Mr.  Clark,  that  the  Interna- 
tional Typc^^aphical  Union  has  had  what  it  calls  a  telegraph  committee  in  Wash- 
iiu^n  for  several  years  trying  to  have  a  bill  brought  up  for  the  Government  to 
ttie  over  the  telegraph  companies,  and  one  of  the  arguments  they  made  is  that 
if  the  Qovemment  were  to  assume  control  of  the  telegraph  the  rates  would  be 
the  same  to  everybody;  that  there  would  be  no  news  monopolies;  that  there 
would  be  more  newspapers  started  in  the  country;  more  work  for  printers  and 
preesmen  and  for  everybody  connected  with  the  printing  trade.  Have  yon  given 
any  thought  to  that  subject?— A.  This  is  the  first  I  have  known  there  was  any 
news  monopoly.    There  are  8  press  associations. 

Q.  I  am  not  saying  there  is;  I  am  only  giving  the  statement  of  this  committee. — 
A.  I  am  only  answering  it  in  my  own  way.  There  are  8  press  associations. 
Every  newspaper  is  free  to  get  any  (quantity  of  service  it  wishes  on  the  same 
basis.  The  rates  are  open  to  all  associationB  alike,  and  there  is  no  discrimination 
at  all  on  the  part  of  the  t«legraph  company,  nor  do  I  know  of  any  on  the  part  of 
tbe  newspapers. 

Q.  Would  any  new  association  that  sprang  into  existence  have  the  privilege  of 

Cing  the  same  rates  that  all  the  other  companies  get? — A.  Exactly  the  same; 
the  same  service  exactly  the  same  rates. 

(J.  Is  there  any  contract  with  any  one  of  the  associations  by  which  in  case  of 
storm,  if  there  is  only  1  or  3  wires  left  working,  that  association  shall  have  the 
wire? — A.  No. 

Q.  (By  Hr.  LncHKAN.)  Would  the  rate  to  the  association  depend  on  the  num- 
ber of  papers  served? — A.  No;  not  if  they  have  the  same  wires.  If  they  had  1 
circuit,  they  would  be  put  on  the  same  basis  as  that  given  to  any  other  press  asso- 
ciation. A  circuit  provides  that  there  shall  be  a  terminal  place  and  not  less  than 
4  drops  to  begin  wilii.  The  rate  is  for  the  first  300  miles.  A  rate  of  one-sixteenth 
of  a  cent  for  each  100  nules  is  added  and  a  rate  of  one-eighth  of  a  cent  for  each 
connection  made. 

Q.  So  that  a  new  association  starting  would  have  the  same  privileges  that  the 
Associated  Press  has  at  the  present  time? — A.  Absolately, 

(^.  (B^  Mr.  Kbhkedt.)  You  say  there  is  no  arrangement  by  which  newspaper 
associations  or  newspapers  have  a  priority  in  the  use  of  the  wires?- A.  Kot  at  all; 
not  that  I  know  of.     rf  there  has  ever  been,  I  do  not  know  anything  abont  it. 

S.  Did  you  ever  have  a  contract  with  any  New  York  or  Philadelphia  papers  by 
ch, in  case  of  storm  and  frost  and  but  one  wire  running,  they  should  have  the 
use  of  that  last  wire  ahead  of  everybody  else? — A.  I  never  hearu  of  it,  but  if  such 
aoonditioneverdidexist  it  does  not  exist  to-day,  and  has  not  existed  since  I  have 
k&own  anything  about  the  service. 

Q.  Ycm  would  not  speak  for  other  companies,  of  course?— A.  No;  1  am  only 
speaking  for  the  Weston  Union  Company,  out  1  think  the  same  conrse  would  1m 
taken  Of  every  other  company. 

Q.  Tou  Btxike  about  a  deficit  of  $40,000,000  a  year  ia  England?— A.  Not  a 
rear;  no, 
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Q,  For  a  certain  period?— A.  Since  186B. 

Q.  Was  that  on  acconnt  of  the  telegraph  alone  or  did  it  inclnde  the  nsnal  postal 
definit,  if  there  is  an;? — A.  The  EnKliah  pOHt-office  makes  a  large  profit  every 
year,  and  the  tele^aph  department  ie  its  only  deficiting  department. 

Q.  That  |4U,000,000  was  for  the  telegraph  alone?— A.  For  the  telegraph  alone. 
The  poatmaflter-general  of  Qreat  Britain  In  his  report  for  1899  windS  np  hy  say- 
ing: "  The  poatal  revenue  for  the  year,  inclading  the  valne  of  aerrices  rendered 
to  other  departments,  was  f  18.394,385,  an  increase  of  £345,018  on  that  of  the  pre- 
Tions  year.  The  postal  expenditure  was  £9.683,704,  an  increase  of  £493,608  on 
that  of  the  previona  year.  The  net  profit  was  thus  £3,710,631 ,  or  £134,199  leBS  than 
last  year.  The  telegraph  revonueof  the  year  was  £3,400,49^,  showing  an  increase 
of  £200,347;  the  telegraphic  expenditure  £3,748,980,  an  increase  of  £266,913 
apon  the  previons  year.  The  net  deficit  on  t«legrapbs  was  thns  £388,438,  or 
£66,1569  more  than  last  year."  That  is  the  working  expense.  If  allowance  be 
made  for  interest  on  capital,  £10,868,663  for  the  purchase  of  the  telegraph,  the 
deficit  tor  the  year  is  raised  to  £587,326. 

Q.  (By  Mr.  Clakkr.)  Do  yon  know  of  any  reason  why  the  British  GoTemment 
conld  not  raise  its  rates  a  little  and  thus  overcome  that  deficit? — A.  I  bad  never 
thought  of  it,  but  it  is  a  very  hard  thing  to  raise  rates  when  one*  they  have  been 

Eat  down,  and  particularly  by  a  government  whose  chief  reason  for  making  them 
)w  is  to  serve  the  interest  of  all  the  people,  or  rather  to  serve  the  interest  of  the 
comparatively  limited  number  of  people  who  nse  the  telegraph,  at  the  expense 
of  an. 

Q.  (ByMr.  LrrcHMAN,)  Is  not  the  extension  of  lines  and  cost  of  pTodnctiona 
chuge  against  that  deficit? — A.  I  have  taken  that  oat  in  my  statement  of  capitali- 
zation, 

Q.  How  much  was  that?— A.  The  whole  thing? 

Q.  I  am  talking  abont  that  particnlar  year. — A.  I  think  I  analyzed  that.  The 
receipts  for  1900  were  £3,460,492.  The  expense  for  general  operating  was 
£8,394.900.  The  surplus  was  £65,593:  interest  on  stock  for  the  origmal  purchase 
(the  net  interest  on  the  rest  of  it  Is  given  in,  as  I  explained  this  morning,  on  the 
general  budget),  £393,888,  making  a  deficit  of  £133,296.  Now,  if  yon  add  to  that 
tbe  expenditures  for  extensions  and  buildings,  £354.030,  you  make  the  deficit 
£487 ,3M.  Figure  it  as  you  will,  you  can  make  the  British  post-office  telegraph 
department  nothing  but  a  department  that  makes  a  deficit  every  year,  whicn  has 
been  growing  larger  and  larger.  Figuring  it  in  the  wav  that  you  suggested  jnst 
now,  it  only  takes  in  the  interest  of  £396,888,  which  was  the  interest  on  the  original 

Cit  of  something  over  £10,000,000.  Now,  the  £3,136.000  that  has  been  s^ent 
extension  since  the  original  grant  of  £10,000.000  was  exhausted  has  gone  into 
the  general  budget,  and  ttie  interest  has  passed  nnder  the  national  deot  in  the 
nsuEu  wayf  I  supoose.  No  charge  has  been  made  in  any  way  on  the  interest  of 
that  £3,126.000.     To  do  that  wonld  swell  the  the  deficit  still  more. 

Q.  Now.  if  that  increase  had  taken  place  in  your  companv  it  would  have  been 
provided  for  by  the  issuance  of  stock? — A.  We  would  have  nad  to  provide  tor  it. 

Q.  It  wonld  be  a  perpetual  burden  on  the  public,  wonld  it  not? — A.  It  wonld 
have  been  an  interest  charge  on  the  company,  of  course. 

Q.  If  this  debt  of  Great  Britain  is  at  any  time  paid,  it  ceases  to  be  a  harden  on 
the  people  after  it  is  paid?— A.  Which  debt;  the  national  debt? 

Q.  Yes. — A.  Oh.  you  have  to  come  back  to  the  question  or  decision  whether 

Sn  are  going  to  tax  the  whole  people  for  the  benefit  of  the  limited  number  for  a 
notion  of  the  Government  in  that  way. 

Q.  Is  it  not  true  that  a  decrease  in  the  use  of  the  telegraph,  in  the  nnmber  of 
messages,  increases  the  cost?^A.  Yes;  but  there  is  a  vanishinK  point  of  profit; 
yon  have  a  point  where  you  can  operate  the  plant  for  profit,  and  there  is  a  point 
where  yon  operate  it  tor  neither  profit  nor  loss,  and  beyond  that  point  you  operate 
it  for  nothing  but  loss. 

Q.  Is  not  that  point  of  profit  determined  by  the  original  cost  of  the  plant? — A. 
Not  always;  there  may  be  conditions  that  will  cause  it  to  vary. 

Q.  If  the  original  cost  of  the  plant  is  an  infiated  cost  and  that  remains  a  per- 
manent charge,  does  it  not  have  a  material  effect  on  the  calculations?— A.  Pro- 
vided the  conditions  remain  the  same;  but  if  yon  are  applying  that  consideration 
to  the  telegraph,  it  has  not  been  so.  As  I  showed  you  this  morning,  $50,000,000 
have  been  put  in  the  property  to  maintain  it  as  an  efficient  working  property  that 
otherwise  would  have  to  be  provided  for  by  additional  capital. 

Q.  Is  it  not  true  that  when  the  Western  Union  Telegraph  Company  absorbed 
the  Atlantic  and  Pacific  and  the  American  Union  there  was  a  very  large  increase 
in  Its  capital  stock?— A.  Yes. 

q.  And  is  It  not  true  that  in  1669  the  president  of  your  company  in  his  report 
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estimated  the  cost  of  the  Western  Union  line  at  123,000,000?— A.  I  do  not  remem- 
ber that.  I  have  not  those  Tei>ort8.  I  laid  them  out  to  bring  with  me  and  forgot 
them.  But  I  would  like  to  answer  yonr  qnestion  abont  the  Atlantic  and  Pacific 
and  the  American  Union  bf  qnoting  the  decision  of  the  United  Stat«E  coart  of 
appeals.  JndgeEarl,  In  the  caseof  WiUiamsi'.  The  Weetem  Union,  onthequeo- 
bon  of  the  consolidation  with  the  American  Union  and  the  Atlantic  and  PaciSo. 
made  this  decision  after  a  long  trial  and  a  very  eihanative  examination  of  the 
whole  qneetion  (reading):  "On  the  19th  day  of  January,  1881,  the  nropertf, 
franchises,  and  privilegee  belonging  to  the  Western  Union  Telegraph  Compaof 
■e  worth  more  than  the  amonnt  <^  its  capital  over  and  above  its  indebtednesa. 


Company  were  fnUy  and  fairly  worth  the  Bom  of  $8,400,000,  and  the  property, 
rights,  and  franohises  of  the  American  Union  Tele^aph  Company  were  worth 
|1S,000,000:  and  sncb,  on  that  day,  were  the  estimateH  of  the  valnes  made  by  the 
directors  of  the  respective  companies.  The  actnal  valne  of  the  investments  of  the 
sarploB  eaminge  of  the  defendant,  the  Western  Union  Telegraph  Company,  as 
they  existed  January  19, 1881,  was  estimated  by  the  directors  of  the  company; 
and  it  waa  their  jndzment  that  the  amonnt  of  the  stock  to  be  distiibated  among 
the  stockholders  of  the  Western  Union  Telegraph  Company  represented  no  more 
than  the  investments  of  the  surplus  earnings  of  the  company  since  July  1,  1866; 
and  anch  Bnrplus  earnings  were  worth  the  sum  of  over  |10.02«,590." 

Q.  (By  Mr.  Litchhan.)  It  is  a  fact  that  in  1869  the  president  of  yonr  company 
In  nis  report  assumed  or  estimated  the  cost  of  the  Une  roughly  at  $22,000,000. 
The  capital  at  that  time  was  $40,000,0007— A.  I  do  not  remember  that  report. 
That  is  goinft  back  rather  far. 

Q.  That  difference  between  oost  and  capital  still  remaiiu,  does  It  not,  in  the 
$97,000,000  of  yoor  capitalization?— A.  I  think  not;  becanse  1  have  shown  yon 
that  the  capit^izatlon  per  mile  of  wire  has  steadllT  gone  down,  for  the  reason 
that  the  prox>erty  has  been  reconstmcted  without  adding  additional  capital  to  it, 
and  that  steadily  the  capitalization  is  coming  down  all  the  time, 

Q.  Of  course  the  amonnt  expended  for  reconstrnction  has  been  taken  oat  of 
the  earnings  of  the  company? — A.  Exactly,  as  the  reconstruction  of  all  telegraph 
property  must  be  provided  for;  otherwise  von  wonld  have  an  inflation  that  to 
th^  srantlemen  who  on  their  theories  are  talkingabontitwould  simply  be  appall- 
ing. Every  time  yon  put  in  a  new  pole  or  new  wire  yon  wonld  have  to  have  a 
new  issue  of  stock  if  it  were  not  so.  The  life  of  a  telegraph  propei-ty  is  limited. 
It  ia  different  from  a  railroad  i-oadbed,  or  even  railroad  rolling  Btock,  It  is  sub- 
ject to  the  constant  effects  of  the  weather;  the  rotting  of  the  poles  in  the  earth; 
and  in  case  of  iron  wires,  disintegraiion  of  the  wires.  We  are  nsing  copper  wire 
nearly  all  the  time  and  putting  in  a  snperior  quality  of  material.  Since  hard- 
drawn  copper  has  been  made  practicable,  nearly  all  our  reconstruction  has  been 
made  of  tnat.  To-day  the  property  is  made  np  of  within  a  fraction  of  30  per  cent 
of  copner  wire. 

Q.  llie  claim  is  made  that  if  the  telegraph  were  under  Gtovemment  manage- 
ment this  coat  would  go  in  as  a  part  of  the  construction  and  not  as  stock,  to 
become  a  burden  on  the  users. — A.  Where  wonld  the  money  come  from  for  the 
construction  under  those  circumstances? 

<j.  Would  it  not  be  accnmulated  in  a  ^st«m  of  sinking  funds  that  would 
eventually  wipe  out  the  first  cost? — A.  No;  I  do  not  think  it  would. 

Q.  Is  not  that  the  plan  by  which  waterworks  and  electric  lights  are  paid  for  by 
municipalities?— A.  I  dare  say  some  are;  but  a  sinking  fund — that  practically 
comes  to  the  same  thing.  If  yon  provide  the  money  for  the  reconstruction  with- 
out issuing  securities  against  it,  it  does  not  make  anj  difference  whether  yon  call 
it  B  reconstruction  fund  or  a  sinking  fund  and  divide  it  in  that  way;  you  have 
got  to  earn  it.  You  have  either  got  to  take  it  from  the  outside  as  a  new  invest- 
ment provided  by  somebody,  either  by  stockholders  of  the  company  or  by  the 
Government,  if  it  is  a  Glovemment  ownership,  or  ^ou  have  to  provide  it  from  the 
earnings  of  the  prox>erty,  and  if  you  call  it  a  sinking  fund  it  comes  to  precisely 
the  same  thing. 

(J.  Wonld  ifere  not  bo  this  difference— that  in  the  case  of  a  sinking  fund  the 
original  coat  is  gradually  wiped  ont,  whereas  in  the  case  of  stock  it  is  a  perma- 
nent charge  upon  whiuh  dividends  have  to  be  credited?— A.  Yon  have  got  to  make 
a  beginning  somewhere. 

Q.  (By  Mr.  F&rquhas.)  Have  yon  a  sinkinK  fund  at  all  in  connection  with 
yonr  bonds? — A.  No;  there  was  on  the  bonds  that  matured  a  little  while  ago,  on 
one  class  of  the  bonds,  but  they  have  been  paid  off. 

Q.  (By  Hr.  Litchkui.)  Comd  you  give  us  the  average  cost  of  constructing  a 
mile  of  poles  with  one  wire? — A.  Yon  can  not  make  an  average.    This  country 
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Iiaa  a  surface  of  great  geoli^cal  variety.  Yon  may  be  able  to  dte  n  lude  in  the 
prairie  and  set  spoteTeryqtuchly;  then  I  have  known  of  milee  and  mileB  of  lines 
wberewehad  to  blast  out  every  hole  with  dynamite  to  set  the  pole — to  get  it  in  Uie 
ground. 

Q.  I  asked  the  question  to  ascertain  whether  there  was  some  way  of  finding  ont 
the  cost,  on  an  average,  of  erecting  a  mile  of  wire  and  then  of  adding  additional 
wire,  BO  as  to  get  at  toe  enienditare  of  the  company  for  extensions  in  a  series  of 
years  by  dividing  the  total  eipenditure  by  the  nnmber  of  lailea  of  wire  in  the 
same  period,  and  to  ascertain  whether  yon  coold  in  that  way  get  at  an  a_pproxi- 
mation  of  the  coet  of  the  plant. — A.  I  do  not  think  it  can  be  shown  with  any 
degree  of  reliability.  Yon  can  nse  ench  flgnres  to  ai^wer  any  theory  yon  chooae; 
bnC  upon  the  practical  qnestian  of  howmnch  it  costa'to  reprodnce  a  system  eqnal 
to  the  Wmtem  Union,  to  answer  the  same  purposes,  surviving  the  same  difflcnl- 
tiee,  and  being  as  efBcient  as  that  service,  yon  can  not.  It  fails  because  the  con- 
ditiona  are  entirely  different. 

Q.  Has  there  been  any  reduction  in  the  telegraph  rates  in  the  last  15  years  as 
shown  by  dividing  the  receipts  by  the  total  nnmber  of  meesa^?— A.  In  the  last 
IS  years?  No ;  1  do  not  think  that  there  have  been  any  material  rednctions.  We 
are  reducing  onr  rates  in  localities  as  fast  as  we  can. 

Q.  You  referred  to  the  extreme  cost  of  terminal  construction.  Conid  yon  g^vo 
oa  some  idea  of  the  proportion  which  the  e^)ense  of  these  terminals  bears  to  the 
expense  of  ordinary  constmction? — A.  No;  I  conld  not,  because  of  the  great  vari- 
ety of  lines  constructed  throughout  the  country  and  the  conditions  in  the  different 
cities.  For  instance,  take  New  York.  We  have  a  building  there  that  cost  ns  in 
the  neighborhood  of  $5,000,000,  to  start  with,  without  any  equipment.  These  are 
things  which  the  people  do  not  seem  to  understand — which  they  do  not  seem  to 
give  ns  credit  for  in  any  way.  All  the  wires  in  New  York  are  undei^onnd.  We 
have  to  have  subways  to  put  them  in  and  pay  (800  a  year  for  every  duct  that  we 
nse.andsoon.  TakeChicago.  Wehaveaboildingthere  thatcost from  1^,000,000 
to  $3,500,000,  absolutely  necessary  tor  our  business.  So  it  is.  The  moment  yon 
approach  the  ganglia  of  the  system,  the  centers  from  which  the  whole  svetran 
comes  in  and  goes  out.  the  cost  accnmnlates  beyond  any  theory  of  calcnlation 
based  on  lines  built  in  the  open,  the  basis  that  has  been  talked  about. 

Q.  Is  your  building  in  New  York  used  exclusively  bv  your  company? — A.  No; 
not  exclasivelr.  We  rent.  I  think,  one  door  to  the  Associated  Press;  but  yon 
have  to  have  tne  building  because  you  have  to  have  the  area — the  space.  Where 
yon  have  800  people  working  you  have  to  have  enough  space  for  them  to  work  in. 

Q.  I  only  a^ed  the  question  to  see  if  the  income  troia  the  rents  of  the  buildi^ 
were  sufQciently  appreciable  to  be  an  offset. — A.  It  does  not  amount  to  anything. 

Q.  Yoar  company  keeps  a  construction  account,  does  it  not! — A.  Yes. 

Q.  That  shows  the  it«ms?— A.  Only  the  total  is  taken,  whatever  the  estimate 
may  be  for  the  year. 

Q.  Could  yon  not  supply  that  account  when  you  revise  your  testimony,  so  as  to 
show  the  cost  per  mile  of  wire  and  the  cost  set  aside  for  terminals?— A.  No.  As 
I  explained  to  yon,  the  cost  of  construction  this  year  may  be  of  an  entirety  differ- 
ent character  from  what  it  may  be  next  year.  We  may  this  year  make  etten- 
'  sions  where  it  is  exceedingly  easy  to  build;  next  j'ear  we  may  have  to  go  through 
rockii,  where  we  may  encounter  all  sorts  of  difficulties,  I  want  to  give  yoa  all 
the  information  you  want;  but,  candidly,  I  can  make  no  generalization  of  value 
concerning  the  construction  of  a  system  like  outb  that  has  to  meet  all  sorts  of  con- 
ditions and  overcome  all  sorts  of  difficulties.  The  expenses  are  so  varied  and  so 
changed  by  conditions  that  Ido  not  think  it  would  be  fair  to  us  and  I  do  not  think 
it  would  lead  to  a  right  judgment  on  the  part  of  the  commission.  CTndeTstaud,  I 
do  not  desire  to  withhold  anything,  but  to  give  yon  all  that  will  help  you  to  come 
to  a  fair  opinion,  as  well  as  to  treat  us  with  fairness. 

(j.  Would  not  that  difficulty  be  met  by  a  calcnlation  covering  a  series  of 
years? — A.  Then  you  must  get  the  character  of  the  lines. 

Q.  What  is  the  life  of  a  mile  of  wire? — A.  That  all  depends.  Put  a  wire  through 
Pittsburg  or  a  place  like  that,  where  there  are  lai^  numbers  of  factories,  with 
acid  fames  in  theatmosphorealltbe  time,  and  it  lasts  hardly  any  time  at  all;  while 
a  wire  in  the  dry  climate  on  the  prairies  will  last  along  time.  Those  are  the  con- 
ditions that  make  it  difficult  and  absolutely  impossible  to  supply  useful  informa- 
tion. I  say  in  tlie  light  of  long  experience  and  in  the  hght  of  very  careful 
judgment  on  the  matter  that  any  generalization  on  the  cost  of  reprodncmg  a  sys- 
tem like  the  Western  Union,  serving  a  large  country  like  the  United  States,  is 
fallacious  and  not  fair  as  a  valuation  of  that  system.  It  is  only  inexperience  that 
would  try  to  make  a  vEtluation  on  that  baeifl,  ,  . 
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Q.  (ByUr.  Kritnedt.)  Has  the  tong-disttuice  telephone  catinto  thereceipteof 
the  Western  Union  Tele^aph  Company  appreciably?— A.  No,  sir.  Onr  receipts 
are  steadily  erowinf;. 

Q.  I  would  like  t^i  ask  yon  aboat  the  practice  of  ^vine  complimentary  books 
to  mfferent  classes  of  people  by  which  they  are  able  to  send  messaKes  free.  What 
is  the  principle  on  which  that  is  done;  also  whether  it  is  a  good  thing  for  the 
telegraph  company,  and  whether  it  is  a  good  thing  morally  to  do? — A.  As  to  the 
principle  of  the  practice,  it  is  a  matter  ofpersonal  conrteay  only.  As  to  the  mor- 
als of  it,  I  do  not  know  that  it  has  any  moral  effect,  and  I  do  not  know  that  it 
has  any  immor^  effect.  I  do  not  see  where  the  immorality  wonld  be  likely  to 
showitself.  If  yonr  qneation  leads  np  to  the  point  made  by  one  of  yonr  witneeees 
that  the  telegraph  companies  try  to  debauch  the  legislatures  bv  giving  them 
tienika  and  things  of  that  kind.  I  think  the  best  answer  would  be  the  existence  of 
the  complex  State  tax  laws  I  mentioned  this  morning.  And  I  do  not  know  that 
we  have  received  any  great  favors  from  Congress.  On  the  contrary,  1  have  been 
down  here  several  times  this  winter  fighting  measures  that  would  have  been 
decidedly  disadvantageoas  to  the  company,  and  I  have  had  to  use  arguments,  not 

I  wish  to  say  further,  as  to  the  idea  of  corporations  debauching  legialatoree, 
that  so  far  as  the  Western  Union  Company  is  concerned  that  company,  to  my 
knowledge,  has  never  spent  1  cent,  either  directly  or  indirectly,  for  State  or 
natdonaliegislation.  I  make  that  statement  with  all  the  impressiveness  it  is  pos- 
sible for  me  to  employ.  I  should  like  also  to  say  that  I  make  this  statement 
because  Professor  Parsons — I  might  as  well  name  him— concluded  his  testimony 
before  this  commissirn  by  saying  that  he  understood  from  Mr.  Wanamaker  that 
when  his  de^re  to  make  a  Government  telegraph  was  not  adopted  there  was 
"a  feeling  of  11,000,000  in  the  air  around  him,"  and  Professor  Parsons  drew  the 
conclusion,  or  rather  he  left  the  inference  t«  be  drawn  by  ns — by  you  and  by 
those  who  heard  him — that  the  Western  Union  Telegraph  Company  was  prepared 
to  spend  $1,000,000  to  defeat  that  measure.  I  merely,  wish  to  brand  that  state- 
ment as  absolutely  without  any  foundation  in  fact  or  justification  in  any  way. 

Q.  Fou  say  the  giving  of  passes  is  a  personal  court«sy.  Is  there  any  thought 
that  they  will  brii^  a  return  to  the  company  in  any  way  by  favors  done,  or  ar« 
they  given  in  any  sense  for  favors  done? — A.  What  favors?  I  do  not  know  of 
any  favors.    I  have  jnst  shown  you  that  we  do  not  get  favors. 

Q.  It  is  entirely  a  matter  of  personal  courtesy? — A.  Yes;  audit  does  not  amount 
to  anything.  The  amount  of  messages  that  are  sent  free  by  the  Western  Union 
Company  in  that  way  on  this  personal  court«sy  would  not  amount  to  a  very  small 
fraction  of  1  per  cent  of  all  the  messages  sent. 

Q.  Do  you  keep  an  account  of  the  expense  to  the  company  of  this  kind  of  mes- 
sagea?— A.  No.  We  have  an  account,  of  course,  of  all  the  messages  sent  under 
franks  charged  up  under  the  railroad  contracts,  as  I  have  mentioned  this  morning. 

Q.  If  the  frank  system  were  abolished  wonld  it  make  any  difference  in  the 
rates?— A.  No. 

S.  (By  Mr.  LitchhaN.)  The  question  was  asked  of  the  Postal  Telegraph  man, 
so  we  will  ask  it  of  you;  Would  these  favors  be  given  if  a  quid  pro  quo  was 
not  expected  in  return?— ^A.  Yes;  I  do  not  know  what  quid  pro  quo  could  be 
ejected.    I  do  not  know  what  the  recipients  could  give  us. 

u.  That  is  what  ws  are  trying  to  find  out. — A.  That  is  what  I  wonld  like  to 
find  out. 

Q.  (ByMr.  Kbnneiiy.)  Why  don'tyoucutthem  off?- A.  Why  don't  people  cut 
off  courtesies  in  other  lines  of  bnsiness?    Why  don't  theaters  cut  off  deadheads? 

Q.  Is  it  notafactthatmostmembers  of  Congress  and  State  legislators  have  these 
franks? — A,  Not  that  I  know  of;  some  do;  but  when  you  aay  most  of  them,  that 
means  a  great  many. 

a.  Are  they  given  voluntarily  or  do  they  ask  for  them? — A.  I  do  not  know.    I 
ly  do  not  know  anything  about  that.     [Laughter.] 

<j.  Are  the  employees  of  the  Western  Ilni       " 
known  as  labor  unions?— A.  Not  that  I  know  ._. 

Q.  Is  the  company  opposed  to  labor  organizations? — A.  That  is  a  very  large 
question  that  I  do  not  care  to  answer.  There  was  an  organization  in  1883.  which 
the  company  refused  to  recognize;  and  I  think,  perhaps,  that  is  the  best  answer. 
The  conipany  is  always  ready  to  deal  with  the  personal  grievances  of  its  employ- 
ees if  thev  have  any  and  pat  them  on  a  fair  basis,  and  we  hare  every  reason  to 
sappose  tne  employees  are  perfectly  contented  as  they  are. 

Q.  Have  yon  any  figures  showing  the  wages  paid  to  operators  in  different  parts 
of  the  country? — A.  lean  frive  you  an  idea.  They  varv  according  to  the  experi- 
ence and  the  age  and  the  ability  of  the  operator.    In  the  huge  centers  operators 
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are  paid  all  the  way  from  flOO  per  montb  down,  ftnd  in  small  oEBces  onteide  they 
are  paid  smaller  salariee  where  they  are  heginniiig.  There  is  a  regtilor  scale  as 
tliere  is  in  every  bneiness. 

Q.  Was  there  any  reduction  of  wages  dnring  the  years  of  depression  from  1893 
to  18977— A.  No, 

Q.  Has  there  been  any  increase  since  then? — A.  Not  on  the  regular  scale. 
There  are  increases  going  on  all  the  time.  As  vacancies  occur  and  men  advance 
*  their  salaries  are  increased  as  they  fall  into  more  responsible  work. 

Q.  Is  there  any  increase  of  w^^  resniting  from  ue  general  prosperity  of  the 
cOQDtry  dnring  the  last  few  years? — A.  The  regular  scale  of  wages  has  stayed 
about  the  same. 

Q.  {By  Mr.  Fabquhar.)  Are  the  wages  now  any  greater  than  they  were  in 
13^? — A.  I  have  not  the  scale  of  1888.  I  conld  not  answer  that  question.  Since 
then  tlie  operators  have  been  paid  for  overtime  and  Snndav  work. 

(j.  In  the  time  since  1883  have  the  hoars  of  labor  been  snortened  by  the  day? — 
A.  No;  I  think  thescalebas  been  the  sameereraincetliat  time.  Idonotremem- 
ber  any  changes  in  it. 

Q.  Did  you  pay  on  the  lO-honrs'  scale  at  that  time?— A.  I  have  not  the  fignree 
in  mind.  Nine  honra  for  the  6  days  in  the  week,  and  Sunday  pay  extra.  That  is 
the  regulation,  and  it  is  the  same  all  over  the  system. 

Q.  In  1883  you  paid  the  extra  hour  of  time? — A.  Yes. 

Q.  And  that  has  continned  ever  since? — A.  Yes. 

Q.  Where  do  you  get  your  supply  of  operators  from? — A.  From  the  voung  peo- 
ple in  the  offices.     They  begin  in  the  large  offices  as  check  boys  and  check  girls; 


1  the  small  offices  they  are  generaUT  friends  of  the  operators  and  get  the 

- »uppl  ..  .  _ __ 

number.    To  that  school  the  company  makes  a  contribution,  but  I  forget  just  how 


opportunity  of  learning  there,  ancf  then  tiiey  gr^ii^'ly  work  up  in  the  business. 
"" is  also  a  school  m  the  Cooper  Union  in  New  York  that  supplies  a  certain 


much  it  is 

Q.  Do  you  take  any  graduates  from  the  commercial  colleges  and  schools? — A. 
We  do  not  discriminate  at  all.  If  there  is  a  vacancy  and  there  is  an  applicant, 
and  he  is  tried  and  found  competent,  he  is  employed.  As  I  have  said,  it  L<  entirely 
a  question  of  supply  and  demand,  as  it  is  in  every  other  business. 

Q.  Is  the  supply  more  than  the  demand  all  the  time? — A.  I  should  think  It  le. 
I  would  not  be  prepared  to  make  a  general  statement,  but  I  should  say  in  a  gen- 
eral way  it  is. 

Q.  In  the  working  of  your  lines  are  the  operators  on  your  lines  and  on  railroads 
interchangeable?— A.  Yes. 

Q.  (By  Mr.  LiTCHMAN.)  I  would  hke  to  aek  a  question  right  in  that  connection. 
Are  the  wages  paid  to  girls  the  same  as  thosepaid  to  men? — A.  No;  not  quite  as 
much.  The  girls  do  not  do  a;  heavy  work.  They  can  not  work  as  heavy  wires. 
We  have  abont  2.500  women  altogether  in  i  he  service,  but  they  are  necessarily 
not  doing  as  constant  and  heavy  work  on  the  heavy  press  wires  and  circuits  that 
require  more  energy  as  the  men  are. 

Q.  You  spoke  ofhaving  3,500  women  on  the  system.  What  proportion  is  that 
of  the  entire  number? — A.  As  I  pointed  out  this  morning,  we  have,  constructively, 
36,000  people,  but  a  large  number  of  these— perhaps  a  fair  e^timato  wonldbehtuf 
of  them— are  employed  by  the  railroads  under  the  contracts  that  I  spoke  of.  But 
for  the  handling  of  the  public  telegraph  business  they  are,  constructively,  the 
employees  of  the  Western  Union  Telegraph  Company,  which,  of  course,  pays  for 
their  services  in  another  way;  and  they  are  subject  to  the  rules  of  the  company 
in  the  transaction  of  the  pubuc  telegraph  bnmness. 

(^  Conld  you  give  the  actual  average  rate  for  telegrams  in  the  United  States? — 
A.  Yes;  our  annual  report  ^ons  that  for  the  messages  we  handled  it  is  about 
80.8  cents,  and  the  expense  is  about  25.1  cents,  that  is  on  the  68.000,000  messa^^ 
handled  by  the  company  after  making  proper  deductions  for  the  expense  of  main- 
taining leased  wires  over  which  a  great  many  messages  are  sent  by  the  lessees  of 
which  we  do  not  ^et  any  account. 

Q.  How  do  you  make  it  30.8  cents?— A.  By  apportioning  to  this  number  of  mee- 
sages  the  full  share  of  the  expense. 

Q.  One  is  the  gross  and  the  other  is  the  net? — A.  Yes. 

Q.  What  is  the  actual  average  rate  of  telegrams  in  Oreat  Britain?— A.  That  I 
do  not  know. 

Q.  Is  this  average  rate  obtained  by  dividing  the  total  receipts  by  the  total  num- 
ber of  telegramsP—A.  No;  by  dividing  the  total  receipts  from  the  messages  han- 
dled by  the  company,  not  putting  into  the  proceeds  receipts  from  leased  wiree, 
and  stripping  the  receipts  of  everything  but  the  proceeds  from  messages,  and 
stripping  from  the  expenses  everything  except  that  which  is  fairly  chargeable  to 
*' e  we  handled. 
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Q.  Ib  not  tbe  etune  rale  adopted  in  eatimating  the  coat  of  messagee  in  Great 
Bntaiu?— A.  I  do  not  know.  Ihave  never  seen  anything  aboat  the  cost  of  mes- 
sages there.  J  do  not  know  of  any  otBcial  statement  that  haa  ever  been  made — 
any  e8tiinat«  of  the  cost  of  the  handling  of  their  meBsages. 

Q.  Does  the  report  yon  have  there  state  the  receipts  from  inland  messages? — A, 
I  do  not  blow,  t  will  say  this,  you  mnst  not  take  the  inland  messagee  alone.  We 
do  not  do  it.  Yon  have  also  to  take  cable  messages  and  international  messages. 
If  yon  base  any  calculations  of  that  kind  on  merely  the  inland  messages  yoa  get 
false  figures.  For  instance,  we  include  all  messages  that  we  send  over  the  Atlan- 
tic cabke;  that  is,  our  propoition  of  the  tolls  from  the  point  of  origin  to  the  cable 
;)oint,  and  ao  we  think  you  must  include  cable  messages  sent  in  the  same  way 
and  the  proportion  of  the  messages  sent  to  the  Continent.  By  any  other  method, 
inerelv  based  on  the  Inland  messages,  yon  get  a  figure  that  is  absolutely  wrong. 

Q.  If  yon  divided  the  receipts  from  inland  messages  by  the  number  of  inland 
messages- ^A.   (Intermptine. )  But  can  you  do  that? 

Q.  I  understood  you  could. — A.  I  understood  you  were  dividing  the  gross 
receipts  on  the  inland  messages. 

Q.  From  the  testimony  the  inland  messages  yielded  £2,289, 574,  and  the  number 
of  messages  was  74.151.886.  That  would  f^ve  an  average  per  message  of  IScents, 
would  it  not? — A.  I  do  not  know  where  you  get  those  figures.    However  you  may 

gtthe  total  receipts  and  total  cost  of  messages  yon  can  not  get  away  from  tbe 
;t  that  the  operation  of  the  postal  telegraph  lines  in  Great  Britain  means  a 
burden  of  at  least  $2,000,000  per  year  on  the  taxpayers.  You  may  figure  and 
figure  and  figure,  bat  still  that  result  stares  you  in  the  face. 

Q.  Yon  made  a  calculation  this  moiiiing  on  the  batns  of  21  words  as  the  avoT' 
age  message  in  Uie  United  States;  is  it  not  true  that  the  average  message  in  Great 
Biitian  is  )5  words? — A.  I  do  not  know. 

Q.  If  that  be  true  is  it  a  fair  comparison  to  make  a  calcnlation  on  tbe  bads  of 
21  words  where  the  other  is  only  15? — A.  Pardon  me.  I  think  I  was  making  the 
calculation  on  the  basis  not  of  the  number  in  Great  Britain,  but  on  the  nnmber 
of  words  that  would  probably  be  used  for  a  communication  between  Great  Britain 
and  the  Continent. 

Q.  (By  Mr,  LitchhaN,)  Well,  right  there;  what  proportion  of  telegrams  sent 
by  Great  Britain  go  abroad? — A.  I  do  not  know.  What  I  say  is  this:  If  you  send 
»  meBsage  from  New  York  to  Chicago,  to  John  Smith,  UTi  Dearborn  street.  Chi- 
cago, you  name  but  one  street.  Tbe  chances  are  that  if  you  send  a  message  to 
London  yon  have  to  nAme  several  streets;  for  instance,  you  may  have  to  address 
it  to  John  Smith,  6  Momington  Crescent,  Hampstead  Road,  Camdentown,  Lon- 
don, NW. 

Q.  That  beii^  the  case,  and  where  messages  average  IS  words,  is  it  fair  to  com- 

Sire  with  the  Unit«d  States  where  the  average  is  21  words? — A.  That  basis  for 
reat  Britain,  I  judge,  is  on  business  that  goes  to  small  places  where  a  man  ia 
known,  for  instance.  In  that  case  you  would  have  it  John  Smith,  Hampst«ad, 
whatever  it  may  be. 

(j.  It  is  based  on  seventy-four  million  and  odd  messages? — A.  That  ia  all  right, 
but  a  large  number  of  the  people  whose  messages  yon  leave  out  of  account  of  the 
coat  there  are  paying  a  euinea  a  year  for  registiiition  of  a  single  word  address:  that 
is,  two  words — one  for  the  name  and  street  and  one  for  the  place,  to  cover  John 
Smith.  S43  Main  street,  Manchester,  whatever  it  may  be,  or  Henry  Smith  &  Co., 
760  River  street,  Huddersfield.  or  something  of  that  sort. 

Q.  Well,  if  the  total  receipts  are  .£8,000,0(1(1  they  can  not  amount  toagreat  many. — 
A.  When  yon  are  trvjng  to  get  at  the  average  number  of  words  in  n  message  on 
which  a  fair  basis  oi  comparison  of  rates  must  be  made  for  tbe  gi-t^eval  public, 
yon  must  take  that  into  consideration. 

Q.  Your  basis  of  21  words  to  tbe  message  involves  tbe  cost  of  25  cents  for  31 
words,  does  it  not?— A.  Yes. 

Q.  Those  21  words  would  have  cost,  according  to  the  foreign  tariff,  21  cents, 
would  they  not?^A.  In  England. 

Q.  If  the  average  message,  then,  in  England  is  16  words,  the  average  coat 
would  only  be  15  cents?— A.  That  may  be. 

Q.  And  the  comparison  would  be  between  15  cents  and  25  cents,  and  not 
between  21  cents  and  2fl?  That  is  the  point  I  wanl*d  to  bring  out. — A.  That 
might  be.  That  ia,  on  the  aame  basis;  hut  please  bear  in  mind  that  you  are  only 
comparing  a  limited  territory.  You  could  not  apply  that  at  all  in  thia  country 
without  driving  any  telegraphic  corporation  into  l»nkruptcy. 

Q.  I  understand  all  these  averages.  lam  not  pinning  you  down  and  do  not  wish 
to  do  so.  There  is  only  one  Question  to  ask  in  that  connection:  What  effect  on  the 
ntteis  hadby  the  fact  that  diserent  countries  own  the  tinn^iin  EnropeT    DoeHnot 

1i!a— 15 
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that  increase  the  cost?— A.  Yes.  ThatisshowabytliestatisticBlhaveKiTenfou 
of  the  international  linet).  The  mesB^^  poaeing  over  Intematioiiar  linee  in 
Enrope  are  very  much  higher  in  tariff,  fignre  as  yon  will,  than  they  are  over  the 


e  territory  writh  the  unified  ayBtem  in  the  United  States. 

Q.  (ByUr.FAJtQUEAJt.)  Suppose theBritishtariffschednleofrateswasbroiiKht 
tip  to  a  paying  condition,  how  much  would  they  be  advanced  to  cover  the  deficit 
that  was  made  last  j[eaT  and  the  year  before,  for  instance?  What  wonld  be  the 
cost  of  a  mess^^  if  it  was  taken  at  a  paying  rate  to  the  Qovemment? — A.  They 
wonld  have  to  increase  them  nearly  3  cents. 

Q.  That  wonld  bring  the  rate  almost  to  the  same  tariff  scale  we  have  in  this 
oonntry?— A.  Yee. 

Q.  In  consideration  of  the  shorter  lines,  too,  there  is  S  or  3  times  tbe  length  on 
general  messages? — A.  Yes;  there  there  are  closer  communities  and  compacter 
popnlation. 

Q.  You  hold,  apparently,  according  to  yonr  anntial  report,  a  very  large  amoont 
of  eecuritiee  of  companies  which  have  been  taken  over,  1  presume,  in  time? — A. 
Some  of  them  have  been  and  some  of  them  have  not.  . 

Q.  Do  you  issue  a  stock  share  of  the  Western  Union  Company  that  covers  these 
Bhiures  at  par  value  brought  over  from  these  other  companies?— A.  No;  all  of  those 
are  outsiae. 

Q.  Entirely  outside? — A.  Yes;  they  are  leased  companies  that  are  included  in 
the  et»ckB  of  the  guarantee  companies  that  are  not  in  the  Western  Union.  Some 
of  them  I  account«d  for  in  the  amount  of  the  capitalization.  I  want  to  say  that 
the  stocks  of  other  companies  bearing  the  guarantee  of  the  Western  Union  Com- 

rny  and  not  owned  by  it  have  been  accounted  for,  but  no  stock  has'  been  issued 
cover  them  at  all. 

Q.  No  stock  has  been  issued  to  any  of  these  companies?- A.  No,  sir:  the  stocka 
of  companies  for  which  Western  Union  stock  has  been  issued  have  been  taken  in, 
of  couTEO,  and  canceled. 

Q.  Have  you  any  idea  a 
pany?— A.  Yes;  about  ll,i 

Q.  Can  you  give  an  idea  as  to  how  many  stockholders  hold  large  blocks  of  your 
stock?- A.  No;  I  have  not  looked  that  up  for  some  time.  There  are  some  large 
holders. 

Q.  Would  they  amount  to  over  a  hundred? — A.  I  do  not  believe  they  would 
amount  to  nearly  a  hundred.  I  should  think,  speaking  offhand,  00  would  be  an 
extravagant  estimate. 

Q.  Wnat  is  your  average  dividend? — A.  Five  per  cent  is  our  regular  dividend 
per  annum.    T^at  has  been  the  annual  dividend  for  a  number  of  years. 

Q.  Doee  your  surplus  go  to  extensions  and  betterment  of  lines? — A.  It  goes  to 
construction. 

Q.  As  a  business  man,  do  you  know  of  any  bnainess  in  this  country,  corporate 
or  otherwise,  that  can  be  brought  under  a  rule  of  its  worth  being  Uie  met  of 
reproduction? — A.  No;  no  successful  business.  If  it  is  not 'successful,  it  is  sold  as 
a  bankrupt  concern. 

Q.  Yon  know  nothing  of  railroads,  telegraph,  or  anything  else  where  the  theory 
of  reprodaction  as  to  worth  of  the  stock  wonld  hold  good? — A.  No,  sir. 

Q.  Do  ^ou  know  of  any  buainees  men  In  New  York  or  elsewhere  that  ever  held 
that  opinion? — A.  The  opinion  I  expressed? 

Q.  No;  I  mean  the  eipreasion  of  cost  of  reproduction. — A.  No;  not  only  no 
business  man,  but  the  decision  that  I  have  quoted  to  yon  of  the  appellate  court 
of  New  York,  distinctly,  after  examining  the  question,  declared  precisely  as  I  do. 


Q.  (By  Ur.  LiItchuan).  Right  in  that  connection,  aopposing  a  company  of 
capittuists  should  start  to  build  a  competing  company  of  the  Western  Union 
Telegraph,  would  their  bnsineSH  be  based  upon  the  capitalization  of  the  Western 
Union  Telegraph  or  apon  the  cost  of  construction  of  the  line  duplicatdng  it? — 


„    .       r  Qpon 
A.  That  is  a  question  I  should  not  like  to  argue. 

Q.  You  have  answered  a  hypothetical  question.  Why  is  that  not  equally  perti- 
nent? I  will  state  why  I  asked  that  question.  I  saw  it  stated  not  long  ago  that 
Mr.  Rockefeller  was  contemplating  duplicating  the  line  of  the  Western  Union 
Company,  and  that  Mr.  Russell  S>^  said  if  that  was  done  he  wonld  be  willing 


contingency  which  I  do  not  feel  called  npon  to  answer.    I  am  only  giving  e< 
deuce  nere  on  the  conditions  as  they  exist. 

<j.  Would  you  object  to  saying  what  commission  is  paid  to  the  Bell  Telephone 
Company  for  receiving  and  delivoriiiK  meiifages? — A.  Fifteen  per  cent;  about  on 
the  same  basia  of  every  other  collwiting  and  ileiivering  agency  on  all  our  lines. 

Q.  Yon  were  asked  the  question  what  would  be  the  added  cost  in  Qreat  Britain 
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a  meesDfces  nnder  certaui  contingencies,  and  Ton  answered  8  cents? — A.   I 
..J  . 1  ._  v..  ».i^ —  tiie  amount  of  deficit  — '  •"-■-"—  «■-  ''- ••— 

J  way  I  can  get  at  it. 


Bsld  I  snppoeed  bo,  by  taking  the  amount  of  deficit  and  dividing  by  the  nnmber 
'  ■    "     only  fl       ...... 


flgnres. 

Q.  AflBuming  it  is  IS  cents,  it  would  make  the  cost  18  cents? — A.  Tes. 

Q.  For  the  sake  of  comparison  in  making  up  some  tables  in  the  office  here,  could 
yon  fomish  reports  of  your  company  back  for  a  number  of  years? — A.  No.  The 
i^nnnw-l  rroorts  contain  atatistlcs  that  ran  back  to  1808.  There  la  a  tabid  that  has 
been  printed  over  and  over  agsui- 

Q.  Itdoesnotcover  the  con  of  constrnction  during  those  times,  does  it? — A.  No; 
I  can^  give  that. 

Q.  (By  Ur.  Kennbdy.)  Is  there  any  increased  cost  to  the  pablic  by  reason  of 
namg  the  telephone  in  conjunction  with  the  tele^aph  company? — A.  Sometimes 
there  is.  If  it  is  an  independent  line  that  rnns  into  some  place,  they  sometimes 
charge  a  small  tariff  for  sending  the  meeaage  in,  and  then  of  conrse  we  have  to 
charge  that,  whatever  it  may  be. 

Cj.  Ordinarily,  it  is  not?— A.  Not  for  the  ordinary  collectliig  and  distributing 
through  the  telephone  companies;  the  message  goes  to  and  from  their  subscribers, 
and  we  are  the  enbecriber  under  those  circoniBtances. 

J|.  fBy  Hr.  Litchkan.)  What  doyou  think  would  be  the  effect  of  a  ^[ener&l 
action  in  rates  tbronghont  the  United  States  on  an  increase  in  busmess  of 
your  companr? — A.  As  oar  facilities  are  about  eqnal  to  the  demands  of  the  bnsi- 
nees,  and  we  Keep  them  there  all  the  time,  and  the  result  is  Bhown  by  our  annual 
report,  I  think  tliere  is  only  one  answer  to  that  question:  That  it  would  mean 
loss  to  the  company,  becaose  the  physical  capacity  of  wires  and  transmitting  bad- 
ness has  a  limit.  You  can  put  aU  tne  wires  yoo  like  into  tbe  woods  of  Hichigan 
and  across  the  prairies  and  into  the  mountains,  but  there  is  only  so  much  bnsl- 
neea,  and  that  Is  all  you  can  get;  and  there  is  so  mnch  money  neoessary  to  suend 
to  get  it,  and  the  facilities  to  tta^  remote  places  now  are  more  than  enough  all 
the  time  to  meet  the  wants. 

Q.  Would  there  be,  in  your  judgment,  a  sufficient  increase  in  the  income  by  an 
increase  in  the  nnmber  of  messages  to  counterbalance  the  loss  by  a  reduction  in 
the  rate  if  the  rate  was  fixed  at  30  cents  instead  of  35? — A.  I  should  think  it  wonld 
be  a  very  serions  question.     Yon  mean  in  New  England? 

Q.  Let  the  reduction  of  5  cents  apply  all  around  on  the  rate  charged. — A.  I 
think  it  would  be  a  very  serious  question,  which  wonld  reqnire  very  careful  con- 
sideration. We  have  considered  those  questions,  and  we  have  not  seen  our  way 
to  make  tbat  rate.  That  rate  has  been  tried,  as  I  said  this  morning,  by  the  Balti- 
more and  Ohio  and  several  companies,  and  the  result  liaa  been  bankruptcy,  and 
they  have  had  to  come  to  us. 

Q.  In  the  postal  service  a  decrease  in  the  postage  has  been  followed  by  a  tre- 
mendous increase  in  the  nnmber  of  letters. — A.  But  yon  do  not  make  a  parallel 
of  that,  I  hope.  The  postal  department  is  simply  using  the  capital  en>ended  by 
oorporations;  it  is  only  a  matter  of  puiting  on  another  car  un  a  train,  if  you  want 
it.  Bat  once  a  telegraph  wire  is  filled,  you  have  got  to  construct  another  one  tbe 
whole  distimce  wherever  you  need  it.  There  is  no  parallel  between  any  pablic 
service  of  the  Qovemment  that  I  know  of  and  a  Government  telegraph .  because 
the  Gtovemment  nses  the  facilities  of  other  people  for  all  other  departments  of  its 
service.  If  you  have  business  for  a  telegraph  line,  you  have  got  to  build  a  line 
for  it  the  whole  dlst^uice.  If  your  mail  matter  increase  1  ton  or  5  tons,  the  rail- 
road simply  puts  on  another  car  and  carrieB  it.  No  capital  is  expended;  the  track 
is  there,  the  engine  is  there.  But  in  the  telepraph  businesB  it  is  entirely  different. 
I  think  that  a  parallel  between  the  British  post-office  and  the  post-office  of  the 
TTnited  States  is  about  as  good  aa  yon  can  get.  The  postnifflce  of  the  United 
States  is  run  at  a  loss  of  about  13.000,000  a  year,  is  it  not? 

Ur.  Pabquhab.  Four  millions. 

The  WiTNXSS.  A  year.  The  United  States  post-office  gets  i  cents,  6  cents,  8 
cents,  where  the  British  post-office  gets  2  cents;  and  4cente  where  it  gets  1.  Yet 
with  all  that,  with  their  higher  rate,  without  the  investment  of  capital  to  provide 
facHitieB  for  the  service,  they  make  a  very  great  loss,  while  the  British  ooslroffice 
goes  on  and  makes  a  large  profit.  Now,  then,  if  you  are  ^oing  to  eitena  the  tele- 
graph In  the  United  States  on  the  same  principle  that  is  claimed  b^  the  advo- 
cates of  the  Government  ownership  idea,  as  was  done  in  Great  Britain,  to  carry 
it  to  every  hamlet,  you  can  not  employ  the  capital  of  any  other  person  to  do  it; 

Go  have  got  to  go  to  the  Government,  you  have  got  to  provide  the  means  some- 
w  to  bnud  the  lines  out  to  every  nook  and  comer.    Those  lines  must  be  t^en 
care  of  if  70ti  get  buBiness  or  U  yon  do  not;  and  ifwiththe  facilities  I  have  shown 
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yoti  this  momiiiKi  the  muuber  ofplaces  we  reach,  and  the  munber  of  places  over 
a  thoofland  inhabitasts  in  each  Stat«  are  all  provided  with  commomcatioii,  we 
can  only  make  enough  at  onr  rates  to-day  to  provide  for  a  am&ll  profit,  and  the 
Government  is  going  to  take  over  the  system  and  spread  it  out  with  the  neces- 
Bary  attendant  expenses  and  pnt  down  the  rates  ae  has  been  advocated  before  yon. 
It  seems  to  me  the  reanlt  would  be  a  deficiency,  compared  with  which  the  defi- 
ciency in  Orest  Britain  would  be  a  flea  bite. 

Q.  (Bj^  Hr.  LiTCHUAH.)  In  speaking  of  the  deficit  of  the  United  States  post- 
office,  is  it  not  fail  also  to  take  into  consideration  the  vast  distances  which  mail 
matter  is  corriedT—A.  That  is  just  the  point  I  am  making.  Yon  have  jnst  the 
game  difFerence  with  the  telegraph,  and  therefore  will  have  a  deficiency  if  you 
tej  telegraphs  on  that  plan;  the  great  diSerences  m  the  distances  will  create  a 
relative  deficiency,  jnat  exactly  as  the  present  deficiency  la  compared  with  the 
BrltishpoetK>ffice . 

Q.  Well,  the  qaestion  originally  asked  was  whether  a  decrease  of  the  rate  per 
message  wonld  not  be  followed  by  a  larse  increaee  in  the  nnm1»r  of  messages 
sent? — A.  Yes;  I  said  perhaps  it  would,  bnt  at  a  loss. 

Q.  Was  not  that  the  fact  m  the  case  of  redaction  in  English  telegraph  rates  in 
I86S? — A.  Oh,  yes;  but  was  it  not  a  fact  that  the  deficiency  ran  np  and  is  now 
mnning  up  to  two  million  and  a  half  every  year? 

Q.  It  is  sold  to  be  a  fact  that  messages  increased  two  and  one-half  times  in 
nnmber  in  Great  Britain. — A.  You  ore  talking  about  the  question  of  increasing 
the  bosinees  at  a  reduction  of  rate.  Now.  I  say  this  to  summarize  the  whole 
thing:  You  are  asking  me,  as  I  understand  It,  whether  if  the  company  ^ouid  put 
down  the  rate  there  would  not  be  a  sreat  Increase  in  bnsmess.  with  the  inference 
that  we  would  also  make  a  profit.  I  say  tliat  the  experience  in  Gtreat  Britain 
that  yon  cite  of  the  increased  number  ol  messages  after  the  rate  had  been 
pnt  down  simply  proves  that  the  same  thing  could  only  bo  done  here  at  a  very 
serious  loss  to  the  companies.  That  is  my  deliberate  judgment,  In  the  light  of 
the  experience  of  other  companies  who  have  tried  it  and  have  Kone  into  bank 
ruptcy,  and  because  of  our  own  experience.  Wears  studyinc  the  question  and 
have  studied  It  for  years.  We  have  a  bureau  that  does  nowlng  else  except  to 
look  after  the  question  of  adapting  our  rates  to  th6  business  and  social  demands 
of  the  coontry,  with  a  proper  regard  to  the  vested  interests  of  which  we  are 
tmstees.  I  can  only  say  tnat  the  [>reeent  rates  ore  f^r,  and  that  any  radical 
reduction  of  rates  snch  as  was  made  in  Great  Britain  would  be  followed  by  dis- 
astrotis  consequences  to  the  owners  of  the  property.  Such  a  pohcy  would  be  of 
no  possible  benefit  to  the  people,  and  if  the  Government  had  the  tel^fraph  it 
would  simply  shift  the  burden  from  the  stockholders  to  the  taxpayers. 

Q.  When  the  Baltimore  and  Ohio  Telegraph  Company  ran  an  oppositiou  com- 
pany to  the  Western  Union,  did  not  the  Western  Union  make  competing  rates? — 
A.  Yes,  andstopped  its  dividends,  while  the  Baltimore  and  Ohio  Company  became 
bankrupt. 

Q.  (By  Mr.  FaBquhar.  )  You  say  that  the  press  associations  stand  on  all  fours 
so  far  as  rates  are  concerned? — A.  Yes. 

Q.  The  International  Typographical  Union's  committee  have  been  asking  to 
have  governmental  control  of  the  telegraph,  so  that  these  tel^raph  facilities 
conld  be  extended  to  all  papers  in  the  United  States.  Is  not  that  the  plea  they 
have  mode? — A.  I  believe  it  is,  but  it  is  a  matter  that  does  not  concern  ns  in  any 
wav;  we  are  only  the  carriers  of  the  reports  of  the  associations;  we  have  nothing 
to  00  with  procuring  or  furnishing  them. 

Q.  So  you  wonld  say  if  there  was  any  monopoly  or  discrimination  it  lies  in  the 
associations  themselves? — A.  Precisely.  No  telegraph  company  has  any  voice  in 
that  question  at  all.  It  is  merely  the  transmitting  agent  of  the  press  associations 
to  the  addresses  given.  If  it  sends  the  matter,  or  leases  its  wires  to  associations 
fOr  their  own  uses,  any  association  can  get  exactly  the  same  terms  in  either  case. 

Q.  Yon  said  also  there  was  no  priori^  in  business.  Is  there  not  a  priority  for 
all  Government  business? — A.  Yes;  that  is  a  port  of  the  agreements  with  the  Gtov- 
emment  which  will  be  printed  as  exhibits—that  Government  business  shall 
have  priority.  And  1  should  like  to  aay  jost  one  thing  while  we  are  talking 
about  Government  business:  That  the  Western  Union  Company's  service  to  the 
Qoverament  isnotconfined  to  the  business  specified  in  those  contracts.  You  may 
not  know  it,  but  all  of  the  business,  the  telegraph  business,  of  this  Government 
with  Cuba  throughout  theSpanish  campaign  and  since  has  been  traosmitt^  and 
is  to-day  transmitted  free  over  the  cable  of  the  International  Ocean  Telegraph 
Company,  which  is  leased  and  operated  by  the  Western  Union  Telegraph  Com- 
pany. In  one  year  wa  did  more  business  over  that  cable  for  the  United  States 
Qovemment  than  we  did  for  the  Spanish  Qovermnent  for  the  preceding  80  years 
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of  the  oonceaaion,  and  w«  are  doing  it  to-day.  We  are  not  making  any  fitce 
about  it,  tmt,  on  the  contrary,  we  are  veiy  glad  to  pat  the  Uidted  States  Qovem- 
ment  in  the  eame  pocdtion  as  the  Spanish  Oovemmeut  was  in.  I  wanted  to  say 
liiBt  to  show  ttiat  we  are  not  so  black  as  some  of  o&r  socialistic  friends  like  to 
point  OS. 

Q.  (By  Mr.  LircHMAN.)  Is  not  the  West«m  Union  pnrsning  this  course  to  keep 
the  Foetal  Telegraph  Company  ont  of  Cnba?— A.  No.  sir;  we  are  simply  keeping 
onr  oontract  like  honest  men.  We  have  a  concession  in  Cnba  that  provided  that 
bnainessof  the  Spanish  Qovemment  shonld  go  free  between  Cnba  and  the  United 
States  nntil  1906,    When  the  United  States  Govenunent  came  into  control,  we 

eit  it  in  the  same  place  as  the  Spanish  Government,  and  all  we  ask  is  that  the 
olted  States  shall  respect  that  contract  as  the  Spanish  Government  has  done. 
Q.  It  is  a  fact  that  von  are  fighting  the  Postal  to  keep  that  company  from  get- 
ting a  foothold  in  Cnba?— A.  Rurdon  me;  we  are  fighting  to  try  and  keep  thffln 
trom  breaking  down  onr  rights. 

Q.  They  are  trying  to  get  in,  and  yon  are  redsting  the  attempt?— A.  They  have 
beffli  trying  to  get  in,  bnt  Congress  naa  n'  ' ""' ■" 


9- 
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-judation  between  the  Western  Union  and  the  Postal  Telegraph  compaoiee? — A. 
Not  that  I  am  aware  of.    I  have  seen  a  report  to  that  effect  in  the  papers. 
O.  Is  there  any  commnnity  of  ownership  between  them? — A.  No,  air;  not  a 

U.  Have  yon  spoken  as  to  the  arrangements  by  which  the  minons  competition 
of  former  years  is  done  away  with,  etc.?— A.  The  Postal  Telegraph  managers 
found  that  they  conld  not  do  anytUng  In  the  matter  of  low  rates,  so  they  fol- 
lowed the  rates  of  the  Weetem  Union. 

Q.  Was  not  that  by  mntnal  agreement?- A.  There  was  an  agreement,  yes. 
That  agreement  was  practically  abolished;  they  simply  follow  the  rates  that  we 

Q.  Yonmake  the  rates  and  they  follow? — A.  The  rates  are  generally  nnderstood. 
Anybody  can  get  onr  r —  ""     '-    '  ' " '  ""      '  "  " — 

Q.  Is  it  desirable  to  b 
lam  not  prepared  to  ai 

Q.  <By  Mr.  LrrcHif  AN.)  Yon  have  an  interchange  of  messages?- A.  Yes;  that 
is,  they  torn  messages  over  to  us  if  they  take  them  for  any  place  they  do  not  reach, 
and  we  transmit  them. 

Q.  Ton  prorate  on  these  messages?— A.  No. 

Q.  The  additional  tariff  of  yonr  zone  is  added  to  their  tariff?— A.  Yes;  or  they 
may  take  them  for  onr  through  rate,  and  tnm  them  over  to  ns  at  their  point  of 
origin,  taming  over  the  whole  rate  to  ns. 

Q.  (By  Hr.  Ci.Ait£E.)  If  the  telegraph  were  to  be  owned  and  operated  by  the 
Gtovemment,  wonJd  there  be  any  saving  in  the  employment  for  it  of  certain 
employees  of  the  Government  now  in  other  occupations,  like  postmasters  and 
clerks? — A.  I  shonld  hardly  think  BO.becaaeeaprereqoisltewoala  beaknowledge 
of  telegraphy;  in  small  offices  particularly  the  postmaster  wonld  have  to  combine 
his  ability  as  postmaster  with  the  ability  of  a  telegraph  operator. 

Q.  That  is  the  case  with  railroad  station  agents  now,  is  it  not,  to  a  large 
extent?- A.  Yes;  they  wonld  be  on  the  same  basis,  bnt  there  are,  I  imagine,  a 
large  number  of  postmasters  that  do  not  know  anything  abont  telegra^is. 

Q.  Was  not  that  tme  somewhat  of  the  railroad  station  agents?- A.  Yes, 

Q.  One  man  can  learn  as  well  as  the  other? — A.  Yes. 

Q.  Is  it  not  tme,  then,  that  a  very  large  number  of  small  offices  conld  be  man- 
aged by  the  same  person  who  does  some  other  branch  of  Qovemment  work? — A. 
Yes;  I  think  that  is  tme.  It  is  tme  of  several  of  onr  ofllces  in  small  jdaces  which 
are  in  the  postrofBces  now. 

Q.  It  has  been  oharsed  that  private  or  company  ownership  keeps  out  of  use 
some  of  the  latest  and  best  inventions  for  operating  the  telegraph.  Is  there  any- 
thing in  that  charge?— A.  It  the  person  or  peiBons  who  make  that  charge  wiU 
kindlyn&me  the  apparatoR.  I  should  be  very  glad  to  Know  it. 

Q.  What  is  the  policy  of  the  Western  Union  Telegraph  Company  in  reference 
to  new  inventions? — A.  To  develop  every  invention  that  it  can  lay  its  hands  on 
that  will  improve  the  serrice,  as  I  think  ita  history  proves  with  tne  qnadmplex 
and  other  systems. 

Q.  Is  the  printing  tele^pb  in  use  by  the  Western  Union?— A.  I  do  not  know 
what  yon  mean  by  tne  printing  telegraph. 

Q.  The  telegraph  which  nsee  the  alphabet  instead  of  the  telegraphic  signs. — A. 
Oh,  tlie  old-fs«hioned  printing  is  in  use,  but  we  have  an  automatic  system  in  use 
by  which  a  message  Is  sent  aver  a  punched  slip,  the  same  as  the  Wheatstone,  and 
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receiTed  in  printed  Boman  letters  at  the  other  end  on  an  ordinary  blank,  ready 
for  delivery. 

3.  Ib  there  not  some  invention  by  which  meesaeee  are  sent  in  Roman  letters 
are  received  in  Roman  letters? — A.  Not  that  Iknow  of.    There  have  been  a 
great  many  theories  about  snch  things.    I  know  of  no  practical  Bystem  of  that 

Q.  Is  itpraotioable  to  send  signatnree  and  ontlises  of  pictnres,etc.,  Irr  tele- 
graph?— Yes;  for  short  distances.  That  is  a  ve^  old  invention.  ^Hiat  is  Qray's 
telantflgraph,  which  is  a  development  of  several  systems  of  that  kind.  The  first 
one,  I  think,  watt  on  invention  by  GaseeUi,  in  Italy,  Bome  !i!0  or  80  veora  ago  or  more. 
I  have  forgotten  the  date.    Then  it  was  taken  ap  hyEldieon  and  others. 

Q.  If  that  can  be  done,  why  ia  it  not  equally  feasible  to  transmit  Roman  letters?— 
A.  It  is  done,  but  only  for  short  distances.  It  requires  2  or  8  wires,  and  is  too 
slow — too  slow  to  compete  with  the  ordinary  transmission  of  messages. 

Q.  Do  yon  know  of  any  reason  why  the  Government  could  not  operate  the  tele- 
graph jnst  as  BTicceBsfully  aa  a  company,  provided  it  practiced  good  business 
methods? — A.  Do  yon  mean  merely  to  operate  it  physically? 

Q.  Own  it,  and  operate  it,  and  maintain  it,  and  keep  it  up  to  pnblic  ' 
A.  I  sappose  the  Gravemment  conld  do  it  by  employing  the  same  cla) 
that  the  companies  employ  for  management  and  for  operation;  bat  I  do  not  ininK 
that  the  general  history  of  Government  operation  of  any  system  like  a  telegraph 
withont  an  orranized  and  permanent  Civil  service,  woold  make  it  samfac- 
tory  to  the  pnolic.  As  to  the  financial  part  of  it,  I  can  only  repeat  what  I 
have  already  said — that  if  the  Government  shonld  own  and  operate  the  whole  sys- 
tem of  telegraphs  in  the  Unit«d  States  it  coTild  oniy  do  so  at  a  large  annual 
deficlencT,  becaose  there  would  n&doabtedly  be  political  clamor  for  extension  of 
lines  to  all  Borte  of  localitieewithoat  regard  to  any  sort  of  financi id  considerations, 
of  financial  profit.  Theresnltwouldsmipty  be  similar  to  that  of  the  British  post- 
ofl^e  and,  as  far  as  I  know,  the  financial  results  of  the  systems  of  other  connniee, 
except  that  with  the  larger  extent  of  territory,  the  greater  variety  of  cUmatio 
conations  and  conunerctal  conditions  in  the  United  States,  the  result  would  be 
very  much  more  expensive  than  it  is  in  other  countries  of  which  we  have  any 

S.  Do  yon  think,  as  a  practical  tel^^raph  manager  and  financier,  that  the  prin- 
e  upon  which  the  Enropean  conntnes  which  own  and  operate  telegraphs 
a&ninister  that  branch  of  the  Government,  namely,  not  to  malie  the  companies 
profitable,  bat  to  afford  the  largest  posaihle  service  te  the  public,  ia  a  correct  prin- 
ciple?—A.  No:  in  the  presence  of  a  system  that  serves  the  public  aa  well  as  l^e 
present  system  does,  and  of  the  evidence  that  there  is  very  uttle  territory — that 
there  is  no  territory,  in  fact — where  there  is  a  great  deoLand  for  the  telegraph  that 
It  has  not  gone  or  does  not  reach  by  means  of  the  telephone  connections  for  col- 
lection of  messages  and  distribution  of  messages,  as  I  pointed  out  this  morning,  I 
think  that  no  good  pnblio  end  would  be  served  by  it. 


expenses,  but  to  keep  up  the  plant  in  good  condition  and  to  ext«id  it  as  fast  as 
there  was  a  reasonable  demand  for  it  and  to  yield  a  small  profit  in  addition  to 
all  that,  what  objection  conld  yon  then  see  to  Government  ownership  and  con- 
trol?— A.  If  youarespealdng  tome  now  as  merely  a  citizen,  that  is  another  quee- 
tion.  I  see,  then,  a  pbliticiu  difficulty  and  objection,  and  I  imagine  that  a  per- 
manent civil-service  arrangement  such  as  prevails  in  all  European  countries 
woold  be  distasteful  for  the  tel^p-aph  or  any  other  department  in  this  country. 
Without  it,  the  periodical  shifting  of  operators,  or  managers  of  the  offices,  with 
political  changee.  would  eeriousfy  demoralize  the  substantial  business  of  the 
country,  the  bosiness  that  depends  on  quick  and  steady  communication;  and 
values  of  produce,  values  of  secnrities,  and  values  of  all  kinds  might  be  very 
materially  interfered  with.  Under  the  present  system  instantaneous  oommnnl- 
cation  is  maintained  unbrokenly  between  the  centers  of  contmerce,  and  has  to  be. 
On  that  point  yon  must  also  bear  in  mind  that  all  governments  who  take  over 
the  telegraph  syatenia  at  once  start  in  by  disavowing  any  responsibility  (or  delays, 
for  errors,  for  damages  of  any  tdnd  resulting  from  detective  service,  while  uie 
private  ownerships  are  held  responaihle  by  the  court*  for  the  conduct  of  their 
DosinesB,  and  mulcted  in  damages  for  neglect  or  failure  that  ver^  often  they 
ought  not  to  be  responsible  for.  Bythat  means  very  strict  disciplineis  necessarily 
enforced,  antomaticallf  almost.  Under  the  Government  ownership  any  com- 
plaint or  claim  is  met  sunply  by  the  statement  that  His  Majesty's  Government  is 
not  responsible  for  any  mistake  made  on  the  telegraph  line. 

q.  In  your  opinion,  could  the  mail  service  of  toe  Government  bo  carried  on  by 
private  companies  better  than  the  Government  does  it?— A.  I  shonld  not  like  to 
express  an  oj^nion  on  that  subject;  I  do  not  know  enough  about  it. 
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<}.  It  there  were  no  deficit  in  tbe  Poet-Offlce  Department,  but,  on  the  contrary, 
a  profit,  wonld  not  the  Qovemment  administration  of  that  pnbhc  facility  be  a 
good  Btrong  argtiment  in  favor  of  operating  the  telegraph  also?— A.  I  thinlc  not, 
Mcanae,  as  I  said  in  one  of  my  answeTS  to  Mr.  Litchman.  the  conditiona  ar« 
entirely  different.  In  the  one  caae,  the  Poet-Offlce  employe  the  vehicle  provided 
by  the  capital  of  corporations  on  railroadt,  and  by  a  large  number  of  Individ- 
oals,  as  r  ouderstana  it,  for  animal  and  like  conveyancee  in  the  country  di»- 
tricts.  To  meet  the  same  conditions  for  the  telegraph,  it  most  necessarily  pro- 
vide a  great  deal  of  capital,  much  of  which  wonld  necessarily  be  unprodnouve, 
and  that  wonld  simply  mean  an  additional  bnrden  on  the  taxpayer. 

Q.  la  there  an  active  and  strong  demand  in  new  regions  of  the  conntryfor  tele- 
graph facilities?— A,  Yee,  sir;  where  there  are  developments.  I  may  mention  an 
instance  to  yon.  The  other  day  an  oil  well  was  fonnd  at  Beanmont,  Tex.  btstantly 
there  was  a  msh  of  people  there,  bat  by  the  time  they  got  there  we  had  some 
qnadmplex  inetmments  on  the  gronnd  and  had  so  increased  the  facilities  that  we 
were  able  to  handle  the  hnsiness  before  they  were  down  there.  By  the  time  bnsi- 
neSB  was  well  nnder  wav  a  wire  was  stmng  from  Eonston  down,  and  complete 
proviflion  made  for  that  onsineaa. 

Q.  Wonld  not  a  large  nnmber  of  places  be  accommodated  with  the  telegraph  if 
the  Oovemment  owned  it  which  now  it  does  not  seem  an  object  to  the  company 
to  bring  into  the  field? — A.  I  think  that  it  was  the  policy  of  extending  the  tele- 
graph to  nnprofltable  places  in  Great  Britain  that  caneed  the  deficiency.  As  I 
Aiowed  yon  tiiis  morning,  the  nnmber  of  telegraph  offices  and  connectiona  with 
them  so  far  exceeds  the  nnmber  of  places  with  over  1 ,000  population  in  each  State 
of  the  United  States  that  the  places  not  bo  reached  most  be  verv  small  and  very 
remote,  and  any  further  extension  could  only  be  to  snch  nnprofitable  plaoee  except 
as  they  are  developed. 

Q.  That  wonld  be  a  public  convenience  not  only  to  thoee  places,  bnt  to  peoi^e 
in  other  parts  of  the  country  who  might  wish  to  communicate  with  them,  would 
H  not?— A.  if  ea;  it  wonld  come  back  to  the  qneotion  of  who  was  to  bear  tbe 


expense. 
QiThe 


J.  The  sameis  trnein  regardtomailaervice  in  thiBconntry,iBitnot? — A.  Yes; 
bat  there  are  ntuch  fewer  places  in  this  conntry  with  the  post-offices.  We  have 
a  larger  percentage  of  telegraph  offlcee  to  poet-offlcen  in  this  country  than  there 
are  in  Great  Britain,  as  I  showed  yon  this  morning. 

Q.  The  foct  remains,neverti>ele8B,thatthereiBaverylarge  areanotyetreached 
by  tel^praph?- A.  Tea;  where  there  is  a  shifting  popnlation.  where  there  are 
ruichee,  and  places  of  that  kind;  but  I  do  not  beUeve  there  are  any  places  of  anv 
oonseqnence  where  there  is  any  demand  for  oommnnication  that  we  do  not  reach 
or  that  we  are  not  in  touch  with. 

Q.  The  Government  sends  mail,  does  it  not,  to  thonsands  of  ofBces,  the  busineBa 
of  which  does  not  pay  the  cost?— A,  I  snppose  so. 

<j.  Might  it  not  do  the  same  with  telegraph  meesages  and  have  the  loss  made 
np  from  Dnainess  in  more  thickly  settled  portions  of  the  country? — A.  I  should 
Bay  no.  If  they  can  not  do  it  in  Great  Britain,  where  the  population  is  close 
together,  where  the  country  is  thicklv  populated,  and  where,  taking  in  Ireland 
and  the  highlands  of  Scotland  and  all  those  waste  places,  the  population  is  still  33S 
to  tbe  mile,  while  onr  population  la  78  to  the  mile,  it  seems  to  me  that  the  reenlt 
would  be  that  the  loss  wonld  grow  in  proportion  to  the  size  of  the  country. 

Q.  Well,  coold  not  the  Government  of  Great  Britain  do  it  if  it  charged  higher 
rates? — A.  Suppose  they  were  to  charge  higher  rates;  I  do  not  see  that  that  makes 
any  argument  here,  where  the  distances  are  so  much  longer,  and  where  condi- 
tions are  so  entirely  different  from  what  they  are  there. 

Q.  The  long  and  short  of  it  is  this:  Can  there  not  be  a  rate  that  will  be  remu- 
nerative, not  necessarily  from  every  office,  but  taking  the  rates  at  large  over  the 
whole  country? — A.  I  do  not  think  you  can  make  a  jueter  or  fairer  division  of 
rates  than  we  have  now. 

Q.  Suppose  the  Government  accepted  your  scale  of  rates,  then,  entirely;  could 
not  they  maim  it  np?— A.  Anybody,  given  the  same  conditions  we  have,  could,  i 
suppose,  Btep  into  oar  shoes.  Bnt,  as  I  nnderstand  it,  the  whole  idea  of  Govern- 
ment ownership  is  that  the  Government  has  only  to  put  its  hand  on  the  lines, 
reduce  the  rates  eo  as  to  produce  a  tremendous  increase  in  messages,  provide  an 
nnUmited  inoreaee  in  facilities,  and  by  some  magic  defy  the  ordinary  law  of  the 
ledger  and  strike  a  balance  somehow  where  expenses  are  more  than  receipts, 
witnont  a  deficit;  and  I  do  not  eee  how  it  can  do  it. 

Q.  Yon  think,  then,  that  the  chief  danger  of  the  Goverment  making  a  failure  of 
it  if  It  nndeTtook  it,  wonld  be,  first,  that  it  wonld  not  do  the  bnsinese  on  basineBe 
prindides,  and  second,  that  it  would  be  infiaenced  by  local  considerations  and 
politioal  considerations?- A.  I  should  think  that  theee  are  obvious  dangers,  obvi- 
ous powibOitiea. 
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Q.  (B7  Hr.  LiTCHUAN.)  Will  yoD  teU  me  tlie  capacity  of  a  cable?— A,  Yes; 
with  pleasnre.  It  depends  somewhat  on  the  teneth  <a  the  cable.  For  an  Atlantic 
cable,  for  instance,  a  cable  that  ia  laid  in  the  AUantic  Ocean,  that  is  from  1.800  to 
3,500  miles  long,  the  only  gaarimtee  any  contractor  will  give  yon  is  17  wordfl  a 
minnta. 

S.  It  is  anbstantially  only  one  wire?— A,  One  wire  right  in  the  center,  insulated 
covered  with  iron  or  steel  sheathins  wires  to  protect  it  from  friction  outside. 
U.  I  wanted  to  bring  ont  the  fact  of  the  relatdve  capacity  of  a  cable  with  a  line 
of  land  wire. — A.  Yon  can  put  as  many  wires  on  a  land  tine  as  the  polee  will 
carry.  Submarine  cables  have  only  one  conductor  each.  There  is  a  cable  [show- 
ing a  drawing].  This  is  the  inenlation.  This  space  is  filled  in  with  jute  [indi- 
cating] .  These  wires  are  laid  on  the  ontside  and  the  whole  tiling  is  about  as  big 
as  your  two  fingers.    A  ship  sails  along  and  yon  commit  your  property  to  the 


yon  must  have  the  necessary  strength  to  stand  the  strain  of  lifting  them  fi 
that  depth  for  repairs. 

Q.  (By  Hi.  Litchkan.)  How  far,  in  comparison — referring  to  the  question 
asked  you  by  Colonel  Clarke,  between  this  country  and  Great  Britain — wonld  the 
difference  in  universal  education  in  this  country  modify  the  view  ezijreesed  by 
yon? — A.  I  do  not  think  it  wonld  influence  it  very  much.  I  think  that  our  people 
who  want  to  telegraph,  do  telegraph.  What  I  wanted  to  say  this  morning  is  that 
Great  Britain  is  a  good  deal  01  a  playground.  London  is  peopled  all  the  ^me 
with  a  swelling  stream  of  etrangersfrom  all  over  the  world.  Yon  take  a  traveler 
who  goes  over  and  lands  at  Qneenstown.  The  first  thing  he  does  is  t«  telegraph 
to  London  to  see  if  his  hotel  accommodations  are  alt  right.  There  is  a  large 
amount  of  social  telegraphing  aU  the  time,  and  the  whole  country  is  simply  filled 
with  large  honeee  where  bouse  parties  are  going  on  all  the  time  and  there  may 
be  20  people  in  the  house  telegraphing  about  servants 

Q.  (By  Mr.  Kennedy.)  Can  yon  "quad"  the  cable?— A.  There  is  a  fortune  for 
you  if  you  can  do  it.    So;  we  can  duplex  it. 

9.  (By  Mr.  Farquhar.)  If  the  Western  Union  and  Postal  were  taken  over  by 
this  Government,  it  would  be  in  the  hands  of  Congress  in  the  Poet-Office  cora- 
mitteesf— A,  Yes. 

Q.  The  whole  management  of  the  appropriation,  just  as  the  appropriation  is 
now  for  the  postal  service?- A.  Yes. 

<j.  Do  yon  see  a  danger  in  the  nsnal  way  of  Congreeamen  getting  e^. . 
for  their  districts  they  can,  in  covering  every  Oongressioaal  district  of  the  l 
States  with  the  tel^raph  to  every  farm  house  or  every  crossroads  in  the  conn- 
try?— A.  Well,  I  thmk  tbat  an  opinion  on  that  point  can  only  be  given  in  the 
light  of  experience. 

Q.  Do  yon  nottlunk  that  this  giving  a  CongresBman  this  opportnnity  to  make 
extensions  all  over  the  United  States  in  his  district  would  in  a  larger  measure 
bring  in  this  selfishness  that  is  contained  in  the  river  and  liartmr  biU? — A.  That 
is  just  what  I  do  think. 

Q.  Do  you  not  think  that  is  really  enoogh  to  wreck  any  proposition  of  Oovem- 
ment  ownershin?— A.  I  think  so,  decidedly,  and  I  think  that  that  is  the  opinion  of 
everyone  who  nas  really,  carefully,  conservatively,  and  intelligently  thought 
over  the  qnestion. 

Q.  (By  Mr.  Eennedt.)  I  wonld  like  to  ask  if  the  post-ofOce  system  is  a  political 
question?  I  would  like  to  know  if  Government  ownership  of  the  telegraph 
would  likely  be  any  more  a  political  qnestion  or  a  political  machine  than  me 
Poet-Office  Department?— A.  Well,  is  it  not  true  that  the  postmasters  are  all 
changed  with  every  new  administration?  And  if  you  sboald  undertake  to  change 
aU  the  teleeraph  managers  and  operators  with  every  administration,  I  think  that 
the  whole  onsmess  of  the  conntry  wonld  be  absolutely  demoralized. 

Mr.  Clabkb.  Can  yon  think  of  anytliing  further? 

When  yoor  testimony  is  sent  to  yon  for  revision,  yon  can  supply  any  data  that 
you  have  neglected  to  supply  here. 

The  Witness.  There  is  one  thing  that  I  want  to  put  in  there.  I  said  something 
about  values  on  tax  returns.  That  is  all  nonsense.  The  taxable  valuations  are 
on  a  real  estate  basis  nearly  all  through  the  property,  but  that  has  no  relation 
at  all  to  the  questions  we  have  been  considering. 

Testimony  closed. 

Whereupon,  at  4.10  p.  m.,  the  oommission  adjourned  until  to-morrow  morning 
at  10.80  o'clock  F       ■  -SI  •— e 
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Ratbb  of  Pay  roa  Govsenmeht  CoMMUNicATicMre  by  Txlbok&pb. 

Order  )  PoeT-OrnoE  Depabtkent, 

No.  743.  f  Waahijtgion,  D.  C,  June  30,  1900. 

PoTBTiant  to  the  authority  vested  in  the  PostmoBter-Oeneral  bf  the  act  of  Con- 
gress entitled  "An  act  to  aid  in  the  conetraction  of  telegraph  lines,  and  to  secure 
to  the  OoTeTnnient  the  use  of  the  same  for  postal,  mUitarv,  and  other  pnrpoees," 
approved  July  24,  1666,  and  by  the  Revised  StAtntea  of  tlie  United  States,  Title 
LXV,  I  hereby  flz  the  rates  at  which  such  communications  as  Uie  sidd  etatntes 
prescribe  (not  including  those  passing  over  circnita  established  by  the  Chief  of 
the  Weather  Bureau,  Department  of  Agriculture)  shall  be  sent  during  the  fiscal 
year  beginning  July  1,  1900,  and  terminating  June  SO,  1901,  by  the  several  com- 
panies yrithin  the  effect  of  said  statnteB,  as  fiulows: 

For  day  messages  coataining  not  more  than  twenty  (30)  words,  exclusive  of 
place  from  and  date,  twenty  (SW)  cents,  not  erceedingohe  thousand  (1.000)  miles, 
and  one  cent  for  each  additional  word.  One  quarter  of  this  rate  to  be  added  for 
each  five  hundred  (500)  miles,  or  fraction  thereof,  but  no  rate  on  a  message  of 
twenty  (20)  words  to  be  more  than  fort,y  (40)  cents,  nor  on  an  additional  word 
more  tnan  two  (3)  cents.  The  rate  between  all  points  in  any  State,  Territory,  or 
the  District  of  Columbia  shall  be  twenty  (30)  cents  for  twenty  {20)  words,  and 
one  cent  for  each  additional  word. 

tu  cases  where  the  price  uf.  a  messa^,  determined  as  herein  provided,  shall 
include  a  fraction  of  a  cent,  such  fraction,  if  less  than  one-half,  is  to  be  disre- 
garded; if  one-half  or  more,  it  is  to  be  connted  as  one  cent. 

For  night  messages  not  exceeding  twenty  (30)  words,  excluelTe  of  plaoe  from 
and  date,  fifteen  (15)  cents  for  any  distance  within  two  thousand  (3,000)  miles, 
and  for  greater  distances  twenty-five  (3S}  cents;  in  each  case  one  txat  for  each 
additional  word. 

Instead  of  computing  the  actual  distances  of  transmission,  the  distance  for 
payment  shall  in  all  cases  be  taken  absolutely  to  be  the  nnmber  of  milee  between 
the  capital  of  the  State  or  Territory,  or  from  the  city  of  Washington,  if  from 
within  the  District  of  Columbia,  from  within  which  (whatever  the  place)  the 
message  is  sent,  and  the  capital  of  the  State  or  Territory,  or  the  city  of  Washing- 
ton, if  within  the  District  of  Columbia,  within  which  (whatever  the  place)  the 
message  is  received,  as  shown  in  the  acoontpauying  table,  wherein  such  distfmcea 
are  given  as  computed  upon  the  shortest  practicable  route  between  such  capi- 
tals, and  which  is  to  be  taken  as  part  of  this  order. 

Butitisprovided  that  if,on  the  Ist  day  of  July,  1900,  or  at  any  timedui-ingthe 
ensuing  year,  any  such  company  shall  charge  the  nublic  for  a  message  of  ten 
words  or  less,  exclusive  of  the  date,  address,  and  signature,  a  less  rate  than  is 
herein  tixed  for  twenty  words,  exclusive  of  place  fi^^  and  date,  the  rates  here 
prescribed  shidt,  as  to  such  company,  thencraorth  during  the  year  be  reduced  to 
the  rates  so  charged  to  the  public. 

The  statutes  provide  that  telegrams  between  the  several  Departments  of  the 
Government  and  their  offlcers  and  agents,  in  their  truismission  over  the  lines  of 
any  such  company,  shall  have  priority  over  all  other  businees.  All  officers  of  the 
United  Statessending  such  telegrams  shoold  indorse  thereon  the  words  "  ofdcial 
business,"  and  should  report  to  the  Postmaster  Qeneral  any  failure  to  transmit 
them  in  such  priority,  an4  any  charge  made  in  excess  of  the  rates  above  pre- 
scribed. 

Each  company  will  be  allowed  to  charge  for  messages  received  bom  another 
line  at  the  same  rate  as  if  recdved  from  the  Government  direct,  at  the  point  of 
transfer  for  traoemieaton  over  ite  own  tine. 

Ch,  Emory  Smith,  i-wtTitaater-Oenercd. 
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Seheduie  of  raiea  for  ChvernmerU  Megrama  on  and  after  July  1, 1900. 
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Batbs  for  Telegraph  Service  foe  the  Weather  Bdreait.  over  Webtbrm 
Union,  Intebmational  Ocean,  and  Postal  Teleoraph -Gable  Cokpanies' 
Lines,  for  the  Fiscal  Year  endino  June  30,  1901. 


For 

and  date,  tweoty  cents,  and  for  each  additional  word  one  ceot,  for  all  distances 
not  exceeding  one  thousand  milee. 

For  distances  over  one  thousand  miles,  one-fourth  the  price  of  messages  for  one 
thousand  miles  to  be  added  for  every  hve  hundred  milea  or  fractional  part  thereof: 
Provided,  That  no  message  shall  be  more  than  two  times  the  price  of  a  message 
for  one  thonsiind  miles.     (Fractional  parts  of  a  cent  to  be  dropped  in  all  amounts.) 

The  rates  between  all  points  within  the  same  State,  Territory,  or  the  District  of 
Colnmbia  shall  be  the  same  aa  fur  one  thousand  miles,  to  wit,  twenty  and  one. 

The  distances  from  all  p')intH  in  one  State,  Territory,  or  the  District  of  Colum- 
bia to  all  points  in  another  State,  Territory,  or  the  District  of  Columbia,  shall  be 
taken  arbitrarily  to  be  the  distance  between  the  capitals  of  such  States,  Terri- 
tories, or  District,  respectively,  by  the  shortest  practicable  route,  as  shown  by 
the  published  distance  tables  of  the  Post-Office  Department.  But  it  is  provided 
that  if,  on  the  first  day  of  July,  1B99,  or  at  any  time  during  tho  ensuing  year,  the 
public  shall  be  charged  for  a  message  of  ten  words  or  less,  exclosive  of  the  date, 
address,  and  signature,  a  leas  rate  than  is  herein  fixed  for  twenty  words,  exclusive 
of  place  from  and  date,  the  rate  here  prescribed  shall,  thenceforth  during  the 
year,  be  reduced  to  the  rate  so  charged  to  the  public. 

FOR   CIRCUIT   REPORTS. 

For  weather  reports  in  code  words,  over  circuits  aa  now  or  hereafter  arranged 
for  the  purpose,  each  station  copying  all  the  reports  sent  from  the  other  stations 
on  the  (jrcnit,  two  and  one-half  cents  per  word  over  each  circuit  not  exceeding 
one  thousand  miles  in  length  and  having  not  more  than  fonr  intermediate  and 
two  terminal  stations;  one-half  cent  per  word  additional  for  circuits  over  one 
thousand  miles  in  length:  Provided,  That  no  circuit  shall  exceed  fifteen  hundred 
miles  in  length;  one-eighth  cent  per  word  to  be  added  for  each  additional  drop- 
copy  station;  one-eighth  cent  per  word  to  be  deducted  for  each  drop^jopy  station 
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thftt  may  be  diBco&tdnned  beyond  the  four  intermediate  etations.  Copiee  of  all 
circuit  reportB,  in  inatallmenta  of  not  more  thim  two  sheets  at  a  time,  mTist  be 
d^vered  to  the  Weather  Bureau  obeerven  promptly  after  their  receipt  at  the 
stations  on  the  different  circuits,  where  messenger  service  is  maintained. 


B  distribnted  from  designated  circuit  centers  other 

Luui  IT (HuiuHuuu,  u.  Kj.,  uuicago,  m.,  San  Francisco,  Cal..  and  Portland,  Or^., 
_n  each  day  that  tltey  are  telegraphed,  the  rate  for  miscellaneoua  messages  will 
be  charged  for  tlie  first  message  and  ten  cents  for  e^cb  additional  messase. 

Fot  ui  foreoaat  mesaaoes  dutribated  from  tlie  circuit  center  of  Washington, 
D.  C,  Chicago,  Dl.,  San  nanclsco,  Cal.,  and  Portland,  Or^.,  to  points  other  than 
r^fnlar  WeatlieT  Bnrean  stations,  on  each  day  that  they  are  tel^raphed,  the  rate 
for  miac^laneooamewagee  will  be  charged  for  the  first  meesase  ana  ten  cents  for 
each  additional  meesage.  For  all  foterast  messages  telegraphed  from  Washing' 
ton,  D.  C,  Chicago,  Dl.,  San  Francisco,  Cal.,  and  Portland.  Oreg.,  to  regular 
Weather  Bureau  stations  the  rates  for  miscellaneous  messages  will  apply.  The 
meeeage  destined  to  the  farthest  ^int  from  the  designated  circuit  centers  shall 
be  considered  as  tiie  first  message  in  each  case. 

For  all  cotton  region,  sugar  and  rice,  and  com  and  wheat  region  messages  on 
each  day  that  they  are  telegraphed,  twenty  cents  for  the  first  message  received  at 
each  ciitmit  cent«r  and  ten  cents  for  each  additional  meesage. 

Forecast,  cotton  region,  sugar  and  rice,  and  com  and  wheat  region  meesagee 
to  be  counted  the  same  as  miscellaneons  messages,  and  one  cent  allowed  for  each 
additional  word  over  twent?. 

For  rent  of  caUe  between  Fort  Point  and  Lime  Point,  California, at  fifty  dollars 


It  is  Mreed  that  the  above-named  telwaph  companies  shall  require  their  opera- 
tors ana  agents  to  give  priority  to  all  Weather  Bureau  business,  in  accordance 
with  the  provisions  of  the  act  of  Congreaa  approved  July  ii,  1866,  which  provides 
that  telegrams  between  the  several  departments  of  the  Gisvemment  snail  have 
priwi^  over  aH  otb.«t  business. 
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Exhibit  R 

SbOixtiix  of  the  Weiftrn  Union  Telegraph  Company, 

The  following  table  exhibita  the  mileage  of  lines  operated,  number  of  offices,  num- 
ber of  mesBagt^H  sent,  receiptti,  expenses,  profits,  and  average  tolls  and  cost  per  metisage 
for  each  year  since  1866: 


Washinotok,  D.  C,  April  17, 1901. 

TE8TIM0KT  OF  HB.  A.  L.  BAKSALL, 

Chairman  InixrtMtional  Typographical  Union  committee  on  Qovemtnent  control 
ana  ownership  of  the  telegraph. 

The  commiseioii  met  at  10.&5  a.  m.  At  3.88  p.  m. ,  Mr.  Litchman  presidiiiK,  Mr. 
A.  L.  Randall  appeared  as  a  witness  and,  being  duly  sworn,  testified  as  follows: 

Q.  (By  Mr.  Litchman.)  For  the  Babe  of  the  record,  you  will  kindly  give  yonr 
name,  poet-office  address,  and  your  occupation.— A.  A.  L.  Randal).  1510  North 
.Capitolstreet,  Washington,  D.  C.;  assistant  foreman,  Government  Printing  Office. 

Q.  You  are  a  member  of  the  International  Typographical  Union  committee  on 
Government  ownership  and  control  of  telegraphs? — A.  Yes;  chairman  of  that 
committee  and  have  been  since  1893. 

Q.  In  that  connection  have  you  obtained  certiain  knowledge  and  information  in 
relation  to  the  malt«r  that  may  be  desirable  for  us  to  hoar? — A.  I  have.  I  may 
not  be  as  well  informed  as  I  was  4  or  5  years  ago.  Since  the  Spanish- American 
war  we  have  dropped  down  a  little  bit  because  we  could  not  get  a  hearing  on  that 
account. 

Q.  Have  yon  any  prepared  etatement  that  you  care  to  present  in  your  own 
way?— A.  Yea,  sir. 

16a 16 
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Mr.  LiTCHHAN,  Mr.  Randall  may  make  his  statement  and  any  members  of  the 
commisBioii  can  ask  sach  questions  as  may  oconr  to  them  as  being  )>ertinent  in 
connection  with  the  inquiry. 

TheWiTHffiS.  Inl893  the  International  Typographical  Union  of  North  America, 
at  its  forty-Erst  annual  eession.  held  in  the  city  of  Chicago,  put  itself  on  record  in 
favor  of  governmental  ownership  and  control  of  the  telegraph  of  this  country,  by 
adopting  tesolationB  offered  by  myself,  and  directing  its  otBcera  to  appoint  a  com- 
mittee, whose  duty  it  should  be  to  work  and  watch  to  further  the  interests  of  the 
measure.  I  was  a  delegate  to  that  convention  from  Columbia  Union,  101,  of  this 
city.  A  distingnished  member  of  this  commission,  Mr.  John  L.  Kennedy,  was  a 
coueagne  of  mine.  I  was  appointed  chairman  of  the  committee,  and  we  at  once 
proceeded  to  organize  the  country  on  this  measure.  In  a  short  time  petitions  and 
resolutions  from  every  nook  and  comer  of  the  country  began  to  pour  into  Congress, 
and  after  petitions  bearing  somethini;  like  300,000  signatures,  besides  hundreds  of 
resolutions  had  been  offered  and  referred  to  the  House  Post-Office  and  Post-Roads 
Committee,  we  succeeded  in  having  a  date  fixed  for  the  hearings  to  begin.  May4, 
1S94,  was  the  date  for  the  first  hcanng.  I  had  thehonor  toopen  the  hearing  with 
a  statement  why  our  organization  desired  the  Government  to  own  and  operate 
the  telegraph  lines  of  this  country,  and  was  followed  by  Mr.  Samuel  Qompere, 
president  of  the  American  Federation  of  Labor,  who  spoke  at  length  on  the  great 
good  the  people  of  this  conntry  would  derive  if  only  the  Government  owned  and 
controlled  t«Iegraphlc  communication ,  and  he  closed  with  an  earnest  appeal  to  the 
Honae  committee  toopen  their  eyes  to  the  present  condition  of  the  subject-matter. 

We  bad  six  different  hearings  in  alt  before  that  committee,  and  among  those 
who  made  argnmente  and  statements  before  the  House  committee,  besides  the 
above-mentioned  gentlemen,  wore:  Congressman  Maguire,  of  California;  John 
Davis,  of  Kansas;  Gardiner  G.  Hubbard,  father-in-law  of  Alexander  Graham  Bell, 
of  Bell  telephone  fame;  Marion  Butler,  of  North  Carolina,  who  was  at  that  time 
mesident  of  the  National  Farmers'  Alliance  and  Industrial  Union,  and  later  a 
United  States  Senator;  Samuel  H.  Bell,  and  William  McCabe,  of  the  Intemationid 
Typographical  Union  committee.    Some  of  these  gentlemen  spoke  several  times. 

V  ery  tew  members  of  either  body  were  found  who  declared  themselves  in  direct  • 
opposition  to  the  measure.  With  only  a  few  exceptions,  all  conversed  wiUi 
admitted  that  it  was  not  only  the  right,  but  the  duty  of  the  Government  to  fur- 
nish the  speediest  and  most  efficient  postal  service  in  operation  in  any  nation  on 
the  globe;  that  the  people  were  not  only  entitled  to  the  best,  at  the  lowest  possi- 
ble cost,  bat  that  tne  demand  for  a  postal  telegraph,  repeated  with  increasing 
force  and  persistency  from  year  to  year,  would  soon  have  to  be  met  by  the  utili- 
zation by  the  Government  of  electricity  for  the  speedy  transmission  of  the  urgent 
correspondence  of  the  people,  and  that  thev  ought  not  to  bo  compelled  to  wait 
npon  the  more  slow  and  antiquated  methods  and  pro<:esB  of  so-called  "  fast  mail 
trains." 

At  a  hearing  granted  to  us  by  the  Senate  Poet-Office  Committee  in  1806, 
Mr,  P,  B.  Delany.  a  famous  electrical  expert  and  inventor,  was  among  those  who 
made  arguments  in  favor  of  this  measure.  Mr,  Delany,  who  has  personally 
investigated  the  workings  of  the  governmental  telegraph  systems  of  nearly  every 
country  in  Europe,  and  who  is  especially  familiar  with  the  postal  telegraph  in 
Great  Britain,  on  the  linesof  which  country  one  of  his  more  important  inventions 
has  been  for  some  time  in  successful  operation,  then  made  an  elaborate  argument, 
from  the  standpoint  of  an  expert,  in  favor  of  the  annexation  by  the  United  States 
of  the  telegraph  to  its  postal  service. 

During  uie  period  of  active  operations  at  the  Capitol  my  committee  frequently 
received  timely  and  valuable  advice  and  assistance  from  a  very  distinguishea 
member  of  your  commisaon.  ex-Congressman  John  M.  Farquhar,  who  from  I860 
to  18B3  was  president  of  theNational  Typographical  Union.  Mr.  Farqnhar  is  the  , 
oldest  ex-president  of  our  organization  now  living.  Veteran  unionist,  as  he  is,  he 
has  lost  none  of  his  old-time  interetit  in  our  organization  and  its  affairs. 

We  have  also  been  successful  in  having  public  miiss  meetings  thronghout  the 
country  for  the  purpose  of  agitating  the  Question  and  bringing  it  to  the  attention 
of  all  classes  of  people,  thus  enabling  the  business  community  to  form  a  more 
intelligent  Idea  of  the  advantages  of  the  proposition,  and  also  give  the  measure 
wider  publicity  and  place  the  people  in  possession  of  essential  facts  regarding  the 
scheme,  which  have  neretof ore  been  but  little  understood. 

An  organic  opposition  to  a  monopoly  of  any  sort  may  bo  stated  as  my  general 
reason  for  advocating  the  governmental  ownership  and  control  of  the  telegraph. 
I  have  received  hundreds  of  letters  from  business  men  in  different  sections  of  the 
country,  claiming  that  the  rates  are  extortionate;  that  they  are  levied  so  as  to 
yield  large  dividends,  not  only  for  the  stocks  paid  for  in  money,  but  on  what  is 
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called  "  watered  atocks,"  vrbich  are  anderstood  to  be  quite  considerable  in 
omoante.  There  is  no  doabt  that  at  least  two-thirds  of  the  entire  stock  now  oat- 
standiag  on  the  Western  tJnion  is  clear  and  unmiied  water.  This  comiianT, 
withitsmillionsof  capital,  and  with  its  monopoly  of  the  business  of  the  telegraph, 
Is  independent  of  any  legal  control  for  the  protection  of  the  rights  and  interests 
of  the  people — a  condition  of  things  which  do  jnst  government  should  toleTat«. 

The  telegraph  has  become  a  very  important  agency  for  the  communication  of 
intelligence,  and  the  telegraph  system  of  this  count^  has  been  concentrated  in 
the  hands  of  a  comparativaly  f  ew  persons,  and  has  become  a  monopoly  with  x>ower 
to  levy  such  exactions  on  telegraphic  communications  aa  those  who  control  the 
system  may  choose  to  establish.  Too  frequent  exercise  of  the  subtle  and  danger- 
ons  power  possessed  by  this  monopoly  in  thwarting  the  public  will  has  resulted 
in  a  demand  by  the  people  that  the  Government  shall  own  and  operate  the  lines 
n  the  interest  of  all.  Such  ownership  and  control  would  be  ojdy  a  return  to 
original  conditions.  The  Srst  telegraph  line  in  America  (from  Washington  to 
Baltimore)  was  bnilt  with  an  appropriation  from  Congress,  and  was  operated  by 
the  Post-OfBce  Department  for  3  years. 

For  a  great  many  years  there  has  been  a  demand  for  the  Qtilization  of  the  tele- 
graph for  cheaper  and  speedier  messages.  The  demand  has  been  for  some  method 
of  governmental  control,  bnt  the  influence  of  the  few  who  have  made  a  monopoly 
of  thisoseful  service  has  been  sofficient  to  defeat  so  reasonftbleandjnst  a  demand. 

Almost  every  Postmaster-General  since  164S  has  been  in  favor  of  the  Oovem- 
ment  owning  toe  telegraph. 

I  will  quote  the  two  following  par^^raphs  from  Postmaster-General  Wana- 
maher'a  report  of  1862,  which  is  a  splendid  presentation  of  the  case: 

"I  am  fnlly  convinced  that  the  Government  will  never  properly  do  the  postal 
Tork  committed  to  it  until  it  uses  electricity  in  some  form,  and  therefore  I  advo- 
cate the  utilisation  of  both  the  telegraph  and  telephone  at  the  earliest  practicable 
day.  To  receive  letters  andothermailandstore  them  away  for  shipment  in  bulk, 
more  or  less  slowly  once  a  day,  or  even  every  honr,  when  a  wire  and  telegraph 
instrument  might  connect  the  major  part  of  the  post-offlces  seems  an  antiquated 
anomaly.  It  is  true  that  a  large  part  of  the  mails  must  always  go  by  rail.  Bnt 
there  iu  another  considerable  part  that  seeks  quicker  transit  that  does  not  find  con- 
venient the  10.000  railroad  telegraph  offices,  often  distant  from  villages,  and  does 
not  find  the  telegraph  carried  within  the  reach  of  working  people. 

"The  mail  and  telegraph  are  the  life  current  of  business,  and  to  a  large  extent 
of  social  life,  and  the  private  monopoly  of  either  system  must  result  in  creating 
a  preferred  class,  to  wnich  high  rates  may  not  be  objectionable.  The  humbler 
citizen  must  do  without.  It  was  said  long  H.go  that  thetelegrnph  wasa  monopoly, 
and  so  is  the  postal  system;  but  the  difference  is  that  one  Is  operated  for  pnvate 
gain  and  the  other  for  public  good.  The  Government  follows  a  settler  across  the 
plains  and  into  the  mines  andestablishesapost-office,  in  order  that  his  family  may 
nave  letters  and  newspapers  and  be  more  content  in  a  frontier  home.  The  t-ele- 
^aph  goes  where  it  can  find  Ikying  business  only;  and  so  it  falls  out  that  only  a 
sixtieth  part  of  the  people  of  the  United  States,  owing,  not  to  the  need,  bnt  to  the 
inconvenience  and  charges,  employ  the  telegraph.  The  post-offlce  helps  to  settle, 
sra-ve,  and  satisfy  the  country— literally  to  make  the  country— and  of  all  its 
adjuncts,  the  most  important,  Uiat  which  would  afford  the  quickest  mode  of  com- 
munication between  families  near  and  far,  apparently  can  not  be  made  available 
in  any  way.  The  fact  is  that  in  some  respects  the  telegraph  seems  to  get  farther 
andfarfher  away  as  the  capital  and  the  power  of  the  corporation  increase." 

Let  us  briefly  trace  the  growth  of  this  gigantic  monopoly. 

Inl8.Wthe  capitalstock  of  the  Western  Union  was  JJ8J,700.  The  stock  dividends 
delared  between  1858  and  18flfl,  a  period  of  only  8  years,  amounted  to  517,810,146, 
and  the  stock  issued  for  new  lines  was  (1 ,937,050,  making  the  capital  stock  on  July 
1,  1866.  $30,133,800.  In  that  very  year  new  stock  was  created  to  the  amount  of 
$20,450,500,  this  making  the  capital  stock  on  July  1, 1807,  $40,568,300.  The  largest 
dividend  declared  by  the  company  up  to  1874  was  414  per  cent.  The  investors 
got  their  money  back  four  times  in  1  year.  The  largest  amount  of  stock  ever 
divided  at  one  time  was  $10,000,000,  and  for  a  period  of  7  years  the  dividends 
were  about  100  per  cent  a  year  on  its  average  capital.  In  1874  the  company 
bought  up  ite  own  stock  and  the  stock  of  other  telegraph  companies  and  accumu- 
lated a  fund  of  $15,000,000.  which  was  held  in  the  treasuiy  of  the  company.  The 
following  are  some  of  the  dividends  declared;  In  1882.  37  per  cent:  1863, 100  per 
cent;  1864,  100  per  cent.  In  1878,  $6,000,000;  in  1881,  one  of  $15,000,000  and 
another  of  $4,800,000.  It  realized  $100,000,000  in  35  years  by  its  extortionate 
charges.  An  investment  of  $1,000  in  Western  Union  stock  in  1858  would  have 
received  up  to  1890  stock  dividends  of  more  than  $50,000  and  cash  dividends  equal 


244  INDUSTEIAL   COMMISSION  1 — TKANSPOETATION. 

to  $100,000,  or  300  per  cent  of  dividends  in  a  year.  In  1890  its  capital  stock  was 
$85,960,000;lrat,  from  the  last  report  I  have  been  able  to  see  of  the  Weatem  Union, 
it  took  a  jnmp  which  raised  it  to  abont  $11S,000,000. 

Says  Mr.  Wanamaker  again:  ' 

"  I  believe  that  a  telegraph  company  conld  make  a  great  deal  of  money  on  a 
uniform  35-c«nt  20-ward  meaaage  to  all  parts  of  the  coontry.  The  increase  of 
bosinees  on  lower  rates  would  be  so  large  that  the  profits  of  the  telegraph  com- 
pany, in  my  judgment,  wonid  not  be  diminished.  It  can  not  be  questioned  that 
the  GJovemment,  by  reason  of  what  it  would  save  in  the  use  of  ezistins  postal 
machinery,  conld  easily  b^  this  time  have  afforded  much  lower  rates  uian  the 
present  telegraph  charges  if  it  had  continued  to  operate  the  lines  it  began.  The 
people  thinu  more  about  these  things  than  they  are  commonly  supposed  to  do,  and 
they  are  restive  under  conditions  which  they  feel  that  the  Qoveniment  should 
change." 

Just  think  of  iti  Sixty-one  per  cent  of  the  telegraph  lines  of  the  world  are 
under  government  ownership.  All  the  countries  of  Europe  own  their  telegraph 
lines.     The  rates  for  service  are  as  follows: 

England,  12  cents  for  12  words;  (Jennany,  17  cents  for  10  words,  and  a  disoonnt 
of  1}  cents  for  every  word  less  than  10;  Italy,  IB  cents  for  15  words;  Switzerland, 
10  cents  for  10  worde:  Belgium,  9  cents  for  10  words.  In  France  the  rate  Is  10 
cents  for  10  words  within  the  country,  and  2  cents  jier  word  from  the  iS'enoh- 
African  poRsessions.  a  10-word  message  from  North  Africa  costing  bnt  20  cents. 
Distance  is  not  considered  in  making  the  rate.  No  more  charge  is  made  for  100 
miles  than  1  mile,  the  same  principle  being  applied  as  that  governing  our  postal 
system.  Most  of  these  countries  derive  their  revenue  from  the  service.  This  is 
effected  by  combining  the  telegraph  with  the  post-of&ce.  In  Italy  in  1890  the  gross 
earnings  of  the  lines  w&s  $3,010,974;  the  expenses,  $2,708,187;  leaving  a  net  profit 
of  $806,837. 

Here  is  what  a  telegraph  operator  says  in  regard  to  the  monopoly  imposing  npon 
the  people.    Seldom  is  it  that  we  can  get  one  of  them  to  say  anything: 

"  Careful  investigation  shows  that  tne  Western  Union  favors  one  ^ass  of  busi- 
ness and  wilUnlly  neglects  to  do  justice  to  another.  Certain  business,  mostly 
brokers'  messages,  has  special  rights  over  everything  else.  The  operator  who  is 
sending  death  messages,  messages  that  summon  chilajren  to  the  bedside  of  dying 
parents,  or  transact  legitimate  business  of  merchants  and  manufacturers,  is  often 
obliged  to  lay  them  aside  in  order  that  the  wires  may  be  used  for  the  business  of 
a  trust,  a  monopoly,  or  a  ring  uf  specnlators. 

"  Many  broker  companies  hire  wires  for  use  during  a  few  hours  in  the  middle 
of  the  day.  The  leasing  practice  has  grown  to  such  proportions  with  the  Western 
Union  as  to  make  it  impossible  for  the  regular  volume  of  legitimate  bnsinese  to 
be  handled  readily,  with  the  few  wires  retained  for  that  purpose.  What  is  the 
consei^uence?  From  S  a.  m.  to  3  p.  m.  there  is  a  large  accumulation  of  business  in 
repeating  offices.  The  brokers' wii'es  are  then  free,  and  they  are  manned  to  handle 
the  business  which  has  been  obliged  to  wait." 

In  his  report  for  1880  Postmaster-General  Maynard  says: 

"  During  my  visit  to  the  British  post-ofSce  I  examined  with  mnch  interest  the 

?'Stero  of  telegraphy,  for  several  years  post  connected  with  the  postal  service. 
his  method  of  correspondence  is  tnought  to  have  made  a  great  advance  since  it 
was  changed  from  the  management  of  private  coi-porations,  responsible  to  nobody, 
hardly  to  pnblic  opinion,  and  placed  under  the  control  of  the  Government.  The 
business  has  increased  many  fold,  the  cost  of  sending  messages  has  been  largely 
reduced,  and  the  service  is  performed  in  many  localities  it  never  woald  have  reached 
nnder  the  pecuniary  stimulus  of  private  enterprise.  At  the  same  time  it  yields  a 
margin  of  profit  to  the  royal  treasury." 

Postmaster -General  Qresham  in  his  report  for  1888  said: 

"  The  same  principle  which  justified  and  demanded  the  transference  of  the 
mail  ou  many  chief  routes  from  the  horse-drawn  coach  on  common  highways  to 
Bt«am-impelled  vehicles  on  land  and  water  is  equally  potent  to  warrant  the  call- 
ing of  the  electro-magnetic  telegraph  in  aid  of  the  post-office  in  discharge  of  its 
great  functions  of  rapidt)^  transmitting  correspondence  and  intelligence. 

This  measure  has  been  indorsed  heretofore  by  every  commercial  body  of  men  in 
the  United  States — by  every  board  of  trade  and  chamber  of  commerce.  The  pe<>- 
pie  who  furnish  34  per  cent  of  all  the  tel^^aph  business  ought  to  count.  The 
national  board  of  trade,  at  almost  all  of  its  sessions  for  the  last  12  years,  has 


resolved,  in  the  strongest  kind  of  langnage.  that  the  necessities  of  the  people  of 
thecountry  demanded  that  the  Glovemment  should  take  control  of  the  telegraphic 
ystem  or  bnild  another  system. 

D,.-,:cdbvG00gIC 
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Here  iB  what  Hon.  Hemy  W.  Blair,  of  New  Hampshire,  bad  to  say  in  connec- 
tion  with  goTemmental  ownerahip  and  control  of  the  telegraph  before  the  Hen- 
derson committee  in  1894: 

'■  I  do  not  anppoee  the  time  has  ever  been,  since  the  Government  has  existed, 
when  they  have  not  aesnmed  control,  for  the  benefit  ot  the  people  nniveraaUy,  of 
the  means  of  intellectnal  commnnication — the  commnnicanon  of  intelligence  aa 
between  individuals.  That  is  the  very  starting  point  of  society,  and  is  one  of  the 
linee  of  demarcation  between  men  and  the  brate  creation.  In  fact  the  bratee 
themselves,  so  far  as  they  have  any  capacity  whatever,  except  mere  force  and 
inertia,  have  some  method  of  commnnication  between  themselvee.  Away  back 
we  began  with  the  postman.  Then  time  and  distance  were  the  two  obstacles  to 
be  overcome.  The  postman  went  with  regularity;  he  went  with  comparative 
cheapness;  he  became  a  public  vehicle  and  he  was  available  to  everybody:  he  was 
the  mrst  force  or  starting:  point;  he  was  an  educative  force;  he  was  of  nse  in  bosi- 
nees;  he  was  of  nse  in  social  life;  he  was  a  necessity;  he  was  a  governmental 
Inetitntion. 

"  Then  we  went  further  and  appropriated  the  horse  because  he  could  annihilate 
distance  more  rapidly  and  was  a  better  means,  when  combined  with  postman,  of 
accomplishing  toe  same  end—a  social  business  educator. 

"Then  steam  force  was  discovered.  We  appropriated  that  through  the  Post- 
Offlce  Department  to  overcome  time  and  distance  in  intercommunication,  and 
that,  too,  without  reference  to  the  pecuniary  ability  or  capacity  of  the  Govern- 
ment to  meet  expendilnre.  It  was  a  public  benefit.  It  was  educational — to 
educate  the  Deople  in  the  establishment  of  a  general  eyBtem  of  post-offices  and 
poet-roads.  Now  we  come  in  tbeee  later  days  to  miraculous  inteipositions,  as  it 
were,  to  facilitate  intercourse  between  the  people.  When  we  discovered  the  t«le- 
^ph  and  telephone  we  appropriated  the  lightning.  Andright  here,  at  this  point, 
it  would  seem  as  though  God  had  interposed  in  our  favor  to  place  within  our 
control  a  means  of  commnnication  vastly  more  important  ttian  all  others  before 
that,  for  the  lightning  actually  annihilates  both  distance  and  time.  So  that  the 
business  man  residing  in  San  Francisco  can  sit  down,  as  it  were,  side  by  side  with 
another  busjnees  man  in  New  York  and  be  brouf^bt  into  contact,  where  they  can 
convert  for  6  minutes  or  half  an  hour,  their  bnsmess  commnnication,  and  often- 
times personal  communication,  being  flashed  across  the  continent  instantly.  So 
with  the  telegraph — not  so  great  a  convenience,  to  be  sure,  as  the  telephone. 

"  To  make  it  all  brief,  it  seems  to  me  that  we  are  not  justified  in  promoting  any 
private  institution  or  system  of  private  institutions  or  or^nizations  of  forces  to 
step  in  here  between  the  people  and  these  modem  discoveries  and  thus  practically 
double  the  burden  which  is  to  be  imposed  upon  the  masses  of  the  people  at  large, 
in  order  that  we  may  avail  ourselves  of  the  whole  of  those  means. 

"  I  dunbt  whether  we  should  stop  and  insist  upon  knowing  whether  it  will  pay 
by  actual  book  account.  But  these  agencies  win  pay  in  a  thousand  ways,  pay  in 
toe  saving  of  eipenditures  that  all  men  in  the  course  of  their  lives  must  make 
sometimes.  So  I  think  this  comparatively  cheap  means  of  intercommunication 
that  annihilates  time  and  distance  should  oe  adopted. 

"Then  there  are  the  matters  of  detail.  Youcau  work  those  out.  I  believe  yon 
can  put  these  ideas  into  a  bill  and  provide,  if  von  please,  that  in  some  reasonable 
way  existing  companies  should,  if  they  find  tae  interference  of  the  Government 
in  this  general  way— not  for  present  uses  but  for  general  public  uses — ruinous  to 
veeted  capital,  either  have  their  properties  purchased  by  the  Government  or  be 


field  open  to  them  in  the  future  in  some  way,  so  they  may  stilt  find  a  profitable 
business,  or  by  total  or  partial  compensation,  if  necessary,  prevent  anything  like 
a  sequestration  of  vested  capital.  Provide  some  way  so  as  to  do  justice  all 
aniund,  some  proper  and  natund  way,  as  has  been  found  in  foreign  countries, 
where  they  are  more  accustomed  than  our  people  to  the  use  of  these  two  great 
miracles  of  intercommunication,  the  telephone  and  the  telegraph.  It  seems  to 
me  that  we  ought  to  do  that. 

"  Speaking  of  tiow  monopoliee  have  grown,  I  know  myself  how  the  Associated 
Press,  with  their  arrangements  with  the  telegraph  companies  for  the  sending  of 
prees  dispatches,  are  an  obstacle  in  the  way  of  the  establiahmeut  of  newspaper 
enterprises  thronghont  the  country.  In  our  own  State,  New  Hampshire,  we 
found  very  great  difflcnl^ — in  fact,  we  have  found  it  impossible,  in  the  State 
where  I  uve,  to  establish  and  maintain  an  important  newspaper  which  we 
designed  to  establish,  and  for  which  the  capital  could  easily  have  Deen  obtained 
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without  any  difBculty.    Thin  ban  l>e6n  no  for  many  years,  at  least  for  10  or  15 
years." 

Yoa  may  wonder  why  the  printera  of  the  constry  are  taking  aach  an  active 
intereat  in  the  governmental  ownership  ai  "'''"'■  '  '      '  ~^'" 

endeavor  to  tell  yon.  It  is  true  that  we,  i 
desiring  governmental  ownership.  The  moniiBnt  a  law  providing  for  govern- 
mental ownership  should  pass  Congress  that  moment  would  the  twin  monopoly 
be  broken,  and  then,  we  believe,  in  almost  every  city  in  the  conntry  at  least  one 
new  paper  would  start.  You  may  ask  why  new  papers  can  not  atart  now. 
Because  the  avenues  in  which  the  news  is  gathered  are  closed  excepting  to  those 
who  are  so  fortunate  as  to  be  members  of  the  Associated  Press,  whiiSh  has,  by 
arrangement  with  the  Western  Union  Telegraph  Company,  a  monopoly  of  the 
telegraphic  news  gathering  and  distribution  of  the  whole  conntry.  This  associ- 
ation is  thos  enabled  to  serve  its  mentbers  with  this  class  of  news  at  a  rate  which 
places  It  out  of  reach  of  competition  because  of  the  favored  rat«B  granted  bjr  the 
Western  Union. 

In  connection  with  this  I  wish  to  say  that  there  was  a  time  right  here  in  the 
city  of  Washington  when  a  syndicate  desired  lo  start  a  paper.  They  tried  to  buy 
a  franchise  which  was  not  in  use,  and  was  locked  up  in  a  safe,  but  the  owner 
wanted  $30,000  for  it.  I  think  that  was  the  amount.  Jnst  think  of  it— ^.000 
for  the  mere  privilege  of  buying  the  newsl  Just  about  enough  to  pay  for  a  good 
newspaper  plant.  1  am  here  to  tell  you  that  the  syndicate  never  started  the 
aforesaid  paper.  Through  this  failure  a  large  number  of  situations  were  lost  to 
our  members  here  in  Washington. 

Qoveroment  ownership  of  the  telegraph  wiU  make  it  possible  for  all  who  desire 
to  enter  the  daily  newspaper  field  to  get  their  telegraphic  news  on  even  t«rms. 
There  are  several  hundred  places  where,  I  believe,  new  paperswould  atart,  thereby 
creating  a  demand  for  thousands  of  print«ra,  not  to  speak  of  the  other  thousands 
of  persons  in  kindred  callings  who  will  thus  be  put  in  the  way  of  permanent 
employment. 

I  will  leave  it  to  you  to  judge  what  a  relief  and  godsend  it  would  be  to  the 
members  of  my  craft  if  the  Qovemment  would  reaesnme  ownership  and  control 
of  the  telegraph  lines  of  this  conntrv  and  destroy  these  twin  monopolies.  The 
ptesa  rates  conld  then  be  reduced  so  low  that  every  country  weekly  paper  could 
and  would  afford  to  print  the  Iat«Bt  telegraphic  dispatches  on  tiia  dav  ot  publica- 
tion, and  a  telegraph  or  telephone  conld  be  at  every  country  poslKimce. 

Senate  Report  Sij,  Porty-tnird  Congress,  first  session,  page  5,  says: 

"The  op      ■■  ' '^ 

minatian  o 

favored  papers — and  will  be  a  veiy  important  step  toward  the  freedom  of  the 

The  Western  Union  people  tell  us  tbere  is  no  discrimination;  that  they  treat 
all  alike.  We  know  tme  is  not  true.  Prof.  Frank  Parsons,  in  Senate  Doc.  65, 
Fiftv^ith  Congress,  first  session,  page  13fl,  says: 

"  We  have  seen  in  part  6  (Arena,  June.  1896)  how  rates  were  raised  on  papers 
that  criticised  the  Western  Union's  president  or  advocated  a  postal  telegraph  too 
vigorously;  bow  papers  were  ordered  not  t«  criticise  news  reports  under  penalty 
of  loss  of  news  facilities,  etc.  It  is  interesting  to  note  that  even  the  largest  and 
most  influential  papers  do  not  always  escape  persecution.  In  his  speech  in  the 
House  March  1,  1884,  the  Hon.  John  A.  Anderson,  of  Kansas,  tells  us  that  "the 
Chicago  Inter  Ocean  had  the  lease  of  a  private  wire  from  Washington  to  Chi- 
cago, and  published  Washington  news  every  d^.  A  few  weeks  since  Senator 
Hill  spoke  for  the  postal  telegraph.  The  Inter  Ocean  published  the  speech  ver- 
batim. That  evening  word  was  sent  to  the  Inter  Ocean  that  the  lease  was  ter- 
minated. The  manager  of  the  Inter  Ocean  said  afterwards  that  their  relations 
with  the  Western  Union  were  still  friendly,  but  he  had  to  be,  of  course,  in  order 
to  keepthe  general  dispatches." 

Mr.  Thomas  F.  Clark,  vice-president  of  the  Western  Union,  when  before  this 
commission  last  month,  said  in  answer,  when  Mr.  Kennedy  asked  him  if  the 
Government  were  to  assume  control  of  the  telegraph  whether  the  rates  would 
be  the  same  to  every  one,  that  there  would  be  no  newa  monopolies;  tbere  would 
bemorenewspapers  started,  ete.  This  is  the  first  be  had  ever  heard  that  there 
was  a  news  monopoly.  He  said  every  newspaper  was  free  to  get  any  quantity 
'vices  it  wishes  on  the  same  basis,  and  that  there  waa  no  discrimination  at 
.._.  .  i  the  part  of  the  telegraph  company,  and  he  said  he  did  not  know  of  any 
on  the  part  of  the  newspapers. 

I  want  to  impress  upon  the  members  of  the  Industrial  Commieaion  that  while 
Mr.  Clark  makes  the  statement  that  his  company  makes  no  discrimination,  there 
is  discrimination,  as  yon  would  soon  find  out  if  you  undertook  to  start  another 
press  asaodation  and  asked  the  same  privilege  on  the  eame  basts  given  to  the 
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.   ,  ,    amem- 

berof  the  Henderson  committee  in  1^4,  said  in  this  uonnuction:  "  No  doabt  aboot 
that.  To  way  mind  tbat  ia  one  of  the  greatent  evile  we  have  to  contend  with — the 
fact  that  newspapers  combine  to  create  press  asaociations,  and  thereby  sfant  out 
Other  newspapers." 

In  Senate  Doc.  66,  Fifty-sixth  Congress,  first  session,  pages  5S-56,  Profeeiwr 
Parsons  says: 

"  The  final  responsibility,  however,  rests  with  the  Western  Union.    It  is  West- 


ern Union  favor  that  gives  the  press  associations  their  power  of  life  and  death 
over  so  many  dallies.  It  is  the  fact  that  the  Western  Union  serves  a  paper  in  tlie 
aseociatioa  tor  a  fraction  of  the  price  that  mnst  be  paid  for  the  same  service  by  a 


paper  not  in  Che  association.  It  is  thin  fact  that  enables  the  press  association  t^ 
control  the  newspaper  field.  If  the  Western  Union  would  stand  for  fair  play  and 
equal  rates  to  all,  and  make  it  a  part  of  the  press  a|i;reement  that  all  papersHhonld 
receive  the  news  at  fair  rates  wiChont  discnmi nation,  the  Associated  Press  would 
lose  its  tyrannical  power  of  eiclosion.  But  the  Western  Union  prefers  to  be  a 
ooconspiratoT  in  the  bnilding  of  a  press  monopoly,  becanse  in  retam  for  its  aid  it 
gains  a  mighty  hold  apon  the  pntss.  ■  ■  ■  The  understanding  between  the 
Selegraph  company  and  the  press  association  secures  the  latter  low  rates  and  the 
power  of  ezclading  new  papers  from  the  field,  and  to  the  former  a  strong  Infln- 
ence  npon  press  dispatehes,  thesapport  of  the  papers  in  such  associations,  and  the 
exclusive  right  to  transmit  and  t,elt  the  market  qnotations.  Besides  the  force  of 
direct  ^reement  and  the  powerful  motives  of  mutnal  snpport  that  naturally 
develop  between  two  individuals  or  corporations  working  together  year  after  year 
with  an  ever-present  consciousness  in  each  of  the  vital  relafions  to  its  prosperity 
that  is  BQstained  by  the  other— besides  all  this,  the  men  who  run  the  Western 
Union  control  a  number  of  papers  directly,  and  can  control  others  whenever  it 
may  be  thought  best.  The  Weittem  Union  not  only  has  itK  power  of  causing  seri- 
ons  loss  to  newspapers  that  oppose  it — it  has  millions  with  which  to  bny  the  stock 
of  an  obnoxions  paper,  so  capturing  the  fortress  entire  and  spiking  the  guns  <a 
tnming  them  against  He  enemies." 

The  Washbam  committee  reported  that ' '  the  associations  themeelvee,  and  con- 
-equently  the  newspapera,  are  completely  in  the  power  of  the  telegraph  ccunpaniee, 
wiiich  can  at  any  moment  raise  the  rates  for  news  telegrams  to  a  par  with  thorn 
charged  for  private  messages,  and  thus  prevent  their  tranamisaion  almost  alto- 

t^^dent  Orton  testified  that  the  company  bad  a  compact  with  the  Associated 
Press  b^  which  the  latt«i'  agreed  to  stand  by  the  Western  Union. 
Here  is  a  copy  of  the  agreement: 

CONTRACT  OF  TELEGRAPH  COMPANY  WITH  THE  PKBS8. 

And  said  Associated  Press  agrees  that  daring  the  continuance  of  this  agreement 
they  and  their  agents,  and  all  parties  furnished  by  them  with  news  for  poblica- 
tion,  and  the  f^nts  of  snch  parties,  shall  employ  the  said  telegraph  company, 
exclusively,  to  transmit  to  and  from  all  places  reached  by  its  lines  all  telegraphic 
messages  relating  to  the  news  or  newspaper  bosiness;  and  that  they  will  not  in 
any  way  encoarage  or  snpport  any  opposition  or  competing  telegraph  company. 

PRIVATE  CIRCULAB.      (NOT  FOR  PUBLICATION.) 
(Eilract.) 

Cincinnati  Commercial  Office,  April  16,  ise?. 
To  the  Membera  of  the  Wtalem  AasocUited  Press: 

Yonr  attention  is  invited  to  the  clause  in  our  contract  with  the  telegraph  com- 
pany which  forbids  ns  to  encourage  or  support  any  opposition  or  competing 
telegraph  company.  That  clause  was  to  the  telegraph  company  a  valaable 
consideration  for  the  favorable  terms  npon  which  they  contracted  with  us. 

M.  Halstsad, 
Executive  Committee.  Western  Asgociated  Prett. 

I  understand  that  when  that  matter  was  brought  ont  at  the  time  previous  to 
this  (I  do  not  remember  what  committee  it  was  before)  that  Brother  Marean, 
who  is  present  now,  made  a  statement.  The  point  my  committee  makes  is  that 
there  is  some  such  contract  in  vogue  at  the  present  day,  although  we  can  not 
prove  it. 
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After  the  above-meotioned  extracts  had  become  public  the  Western  Union 
rises  np  in  all  its  glory  and  says  that  contract  was  "abrogated  90  years  ago."  Bnt 
it  shows  the  spirit  thftt  did  exist  which  actuated  this  ftreat  corporation,  and  I  feel 
aatiafled  in  my  own  mind  that  there  is  an  nuderatanding  between  thmn  to-day,  if 
not  another  contract. 

Beforethe  Blair  committee  D.  B.  Craig  said:  "The  Western  Union  and  the  Press 
Association  work  together  to  min  a  paper  that  bnys  news  from  any  competing 
telegraph  line." 

I  wonld  like  to  say  right  here  that  Mr.  Craig  was  the  originator  of  the  Associated 
Press  oC  the  United  SUit«s.  He  adopted  the  carrier  pigeons  for  that  parpose  in 
Boston  years  and  years  ago,  and  at  one  time  he  was  the  head  one,  as  Brother 
Marean  nndoabtedfy  recollects  himself,  although  he  is  not  quite  as  old  a  man  as 
Mr.  Oraig  was  before  he  died. 

The  e£tor  of  the  only  morning  journal  in  one  of  the  largest  interior  cities  in 
Kew  York  State  began  to  take  news  from  a  rival  company  and  refused  to  disoon- 
tinue.    The  Western  Union  complained  to  the  Associated  Press,  and  its  nr 


negotiated  with  the  publisher  of  an  evening  paper  to  run  a  morning  edition, 
pledging  him  free  and  exclusive  telegraphic  press  reports  for  a  year.  The  rebel- 
lions editor  quickly  yielded. 

And  even  at  this  late  date — last  month — Vice-President  Clark,  of  the  Western 
Union,  tells  this  commission  that  this  is  the  first  he  had  known  that  there  was 
such  a  thing  as  a  news  monopoly.  It  is  too  bad  about  him.  But  then  a  great 
many  of  his  statements  are  Uke  those  of  President  Green  and  other  Western 
Union  people  that  have  appeared  before  different  committees  on  this  subject. 
He  says  there  is  no  discrimination  at  all  on  the  part  of  the  telegraph  company, 
nor  does  he  know  of  any  on  the  part  of  the  newspapers.  Just  thruk  of  that  state- 
ment for  a  moment. 

How  does  Mr,  Clark  account  for  these  two  statements? 

Said  Mr.  Hubbard  to  the  Hill  committee: 

"The  man  who  rules  the  Associated  Press  has  an  instrument  for  shaping  the 
opinions  of  the  millions  which,  by  the  constancy  and  rapidity  of  its  action,  defies 
competition.  The  events  which  take  place  in  all  business,  political,  and  religious 
centers,  together  with  the  actions  of  pnblic  men  and  their  imputed  motives,  are 
all.  presented  simultaneously  to  the  public,  from  ocean  to  ocean,  through  this 
instrumentality.  The  agents  who  collect  the  news  respond  to  the  central  aathor- 
ity  at  New  York,  and  are  subject  to  removal  at  its  pleaanre.  Here  is  a  power 
greater  than  any  ever  wielded  by  the  French  Directory,  because  in  an  era  when 
pnhlic  onion  is  omnipotent,  it  can  give,  withhold,  or  color  the  information  which 
shapes  tnat  opinion.  It  may  impart  an  irresistible  power  to  the  caprice  of  an 
individual ,  and  the  reputation  of  the  ablest  and  purest  pnblic  man  may  be  fatally 
tainted  in  every  town  and  village  of  the  continent  by  a  midnight  dispateh.  It  is 
incompatible  with  public  safety  that  such  an  exclusive  power  to  speak  to  the 
whole  public  in  the  same  moment,  upon  every  subject,  and  thus  to  create  public 
opinion,  should  be  under  the  absolute  control  of  a  corporation." 

Before  the  Bingham  committee  Hr.  Thurber,  representiug  the  national  board 
of  trade,  said  this  in  the  course  of  his  remarks: 

"One  reason  why,  perhaps,  we  have  not  had  a  postal  telegraph  long  ago  has 
been  the  fact  of  the  close  relations  existing  between  the  Western  Union  Telegraph 
Company  and  the  Associated  Press,  which  latter  corporation  has  daily  edncated 
public  opinion  in  the  opposite  direction.  Mr.  Wiman  (a  Western  Union  director 
who  had  jnst  spoken)  is  evidently  a  fair  man,  bnt  unless  Mr.  Wiman  sees  to  it 
that  both  sides  of  this  question,  as  presented  here  to-day,  are  sent  out  with  eaual 
fairness  over  the  wires,  you  may  be  sure  that  all  the  points  he  has  made  will  go 
flashing  out  to  all  parts  of  this  country,  and  that  all  those  that  have  been  made 
against  him  will  find  their  resting  place  only  in  the  published  proceedings  of  the 
national  board  of  trade." 

I  could  go  on  and  quote  other  gentlemen  who  have  made  statemente  on  this 
subject,  some  of  them  even  stronger  than  these,  bat  I  will  not  detain  yon  longer 
at  this  time.  If  Vice-President  Clark  is  right  in  his  stetement,  these  gentlemen 
evidently  do  not  know  what  they  are  talking  abont.  I  presume,  however,  if  Mr. 
Clark  wonld  only  stop  for  a  moment  and  put  on  his  thinking  outfit,  he  might  have 
a  vague  recollection  that  there  was  jnst  a  little  discrimination  both  on  the  part  of 
the  Western  Union  and  the  Associated  ^ess. 

Again,  Vice-President  Clark  makes  a  very  '■  fishy  "  answer  to  some  questions 
propounded  to  him  while  before  this  commission  in  March.  He  was  asked  the 
c^nestion  if  it  was  true  that  his  company  keeps  out  of  use  some  of  the  best  inven- 
tions for  operating  the  telegraph.  His  answer  was:  "  If  persons  who  make  that 
charge  will  kindly  name  the  apparatus,  I  would  be  very  glad  to  know  it." 
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He  wfts  also  aeked  what  waa  the  policy  of  Us  ootapany  in  reference  to  new 
inventionR,  and  be  replied:  "To  develop  every  invention  tttat  it  can  lay  ite  hands 
on  that  will  improve  the  service. " 

It  seems  so  foolish  that  a  gentleman  of  the  caliber  of  Mr.  Clark  wonld  make 
inch  a  statement  that  vrill  go  ont  to  the  public.  He  mnst  have  a  very  poor  opin- 
ion of  the  general  pablic  to  think  for  one  moment  that  they  would  believe  the 
answers  that  he  makes  to  the  above  qnestions.  It  is  confidently  maintained  by 
those  having  personal  and  eipert  knowledge  of  the  snbject  that  the  existing  tel- 
^niph  companies  do  not  make  nae  of  any  of  the  recent  miprovements  in  telegra- 
pby,  thereby  mving  the  people  the  benefit  of  a  cheaper  and  qnicker  service. 

I  was  invited  to  witness  an  exhibition  of  a  new  eystem,  and  I  am  confident  that, 
if  pnt  into  general  nse  by  the  Government,  it  woold  revolutionize  the  telegraph 
hnsiness  of  the  coantry.  This  system  is  more  simple  and  reliable  than  any  form 
of  the  Morse  syatem.  and  is  not  affected  by  wet  or  changeable  weather.    It  la 

lly  a  part  of  the 

, _^ ,„ . „   — ^ jntry  of  tne  world), 

two  conditions  are  necessary.  On&  of  these  is  that  we  must  atUize  to  a  greater 
eirtent  than  at  present  the  natural  capacity  of  a  wire  for  carrying  electrical 
impulses.  Pracdcally.  and  In  ordinary  circuits  of  300  to  SOO  miles,  the  limit  has 
been  demonstrated  to  be  about  400  impulses  per  second  by  the  Morse  system  sym- 
plex  to  1 ,000  by  the  Morse  quadruples— equal  to  about  86  to  100  words  per  minute. 

By  the  Machine  svstem  the  Morse  system  can  be  more  than  doubled,  and  it  can 
be  operated  perfecUy  in  the  heaviest  rain  storms  in  circnits  of  1 ,000  miles,  with 
15,000  practical  electrical  impulses  per  second,  equal  to  1,000  words  per  minute. 
In  circuits  of  500  miles,  the  Machine  system  yields  80,000  practical  impulses  per 
Second,  equal  to  3,000  words  per  minute.  T^eee  are,  of  course,  rates  of  speed 
strictly  mechanical,  and  utterly  beyond  the  capability  of  the  human  hand. 

It  is  evident,  then,  tha'  progresa  liesin  thedirection  of  utilizing  the  capacity  of 
wires,  or,  in  other  words,  in  making  one  wire,  operated  mechanically,  do  the  work 
of  30  to  50  unde.  mannal  labor.  This  means  a  large  reduction  in  the  cost  of 
plant,  maintenance,  ete.,  aggregating  at  least  50  to  TS  per  cent  as  compared  with 
the  most  advantageous  telegraph  system  now  in  use. 

The  actnalcostof  telegraphing  by  this  new  svstem,  all  things  fairly  considered. 
Is  rather  leas  than  more  than  one-fifth  of  the  wtiole  necessary  expenses  of  tha  best 
form  of  telegraphing  by  the  Morse  or  any  other  foi^n  of  hand  teleKraphy, 

With  this  system,  telegraphing  of  60  words  by  dav  and  100  words  by  night  can 
be  afforded,  with  reasonable  support  from  the  pnolic,  at  one-h^  (or  less)  the 
present  tariff  of  the  existing   telegraph  companies  for  telegraphing  lO-word 


The  system  admits  of  an  endless  number  and  variety  of  cipher  forms,  whereby 
messages  or  letters  may  be  telegraphed  in  cipher  without  the  poeaibility  of  trans- 
lation without  the  cipher  key. 

Should  any  interruptions  occur  in  the  line  while  messages  are  coming  over  the 
wire,  even  at  3,000  words  per  minute,  the  operators  in  charge  can,  by  means  at  a 
telephonic  attachment  to  the  wire  at  either  or  both  ends,  instantly  detect  the  loss 
of  a  single  letter  or  word  without  any  inspection  of  the  record. 

The  matter  to  be  telegraphed  by  this  system  must  first  be  perforated  upon  a 
machine.  These  machines  nave  key  bo^^  like  those  of  typewriters,  and  are 
operated  with  equal  ease  and  speed. 

This  system  isespecially  adapted  to  newspaper  reportingforindividnal  journals 
or  associations  of  jjoumals.  from  30,000  to  60,000  words  (depending  upon  the  length 
of  the  reports)  bemg  easily  telegraphed  over  one  vrire  in  an  hour,  in  all  weather, 
in  any  circuit  of  1.000  miles,  twice  thia  speed  being  aaeured  in  circuits  of  SOO 
miles.  In  circuits  of  8,000  mile  about  600  wordsper  minute  can  besent,  as  against 
eu  words,  which  ia  about  the  limit  of  the  present  nand  system  now  in  use. 

The  United  Statee  is  the  only  Government  that  persiste  in  carrying  its  mails  by 
a  slow  conveyance  in  preference  to  a  fast  one.  No  valid  reason  can  be  advanced 
why  a  letter  should  be  delayed  27  hours  between  Washington  and  Chicago,  when 
it  can  be  telegraphed  and  delivered  by  a  postman  within  an  hour,  at  a  cost  of  35 
cents  per  100  words  by  day  or  200  words  by  night. 

The  change  from  train  to  the  telegraph  as  a  means  of  carrying  letters  ia  quite 
imperative,  and  fully  as  warrantable,  as  was  the  anbstitution  of  the  train  for  the 
stagecoach  many  years  ago. 

Can  there  be  any  doubt  about  the  willingness  of  the  public  to  pay  25  cento  to 
gain  37  hours  between  Washington  and  Chicago?  The  same  argument  may  be 
applied  to  the  maUs  between  all  other  large  cities  throughout  the  country.  The 
mails  between  Burope  and  China  could  be  telegraphed  between  New  York  andSan 
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FrsDciaco,  eSectiiiK  a  saving  of  6  dava.    Letters  for  towna  adjacent  to  the  large 

citieH  throaghont  the  courtry  could  be  telegraphed  to  the  nearest  point  reached 
by  the  Muchine  ayatem.  Newspaper  reports  would  all  go  by  thiB  Bystein  on 
account  of  the  immense  decrease  in  cost  and  the  lightning  speed  of  transmission. 
Correspondence  generally  wonld  immediately  undergo  a  complete  change,  and 
the  public  wonld  at  once  begin  to  reap  the  advantages  of  letter  telegraphy, 'which 
most  surely  come  throngh  Government  ownership  and  control  of  the  telegraph 
and  the  adoption  of  some  of  the  recent  improvements  in  Machine  telegraphy. 

The  above  system  has  been  thoroughly  tried  and  approved.  It  was  not  only 
operated  successfully  4  weeks  consecutively  over  a  wire  1 ,027  milea  long  between 
New  York  and  Chicago,  bat  it  was  subjected  to  a  aeiies  of  eminently  snccessfnl 
practical  tests  by  eiports.  Every  claim  mEide  for  it  can  thns  be  verified  by  incon- 
trovertible proofs.  We  hope  in  the  near  future  to  have  a  jotnt  committee 
appointed  from  the  Senate  and  the  House  to  investigate  all  im._provement8  in 
Machine  telegraphy,  and  to  report  the  result  of  said  investigation  as  soon  as 
practicable  to  the  Senat*  and  House  of  BepresentativeB. 

It  is  all  bosh  what  Mr.  Clark  says  in  regard  to  recent  inventions.  The  Western 
Union  is  not  favorable  to  new  inventions,  and  it  is  almost  impossible  for  any 
man  to  have  a  new  invention  tried  by  the  Western  Union.  A  man  goes  to  the 
Western  Union  and  says:  "  I  have  a  new  invention;  I  want  yon  to  try  it." 

The  Western  Union  says,  "  Will  yon  give  it  to  me? " 

"No." 

"  Will  yon  give  me  the  control?  " 

"  No." 

"  Then  you  cant  try  it." 

Whether  that  invention  is  a  valuable  one  or  not  nobody  can  tell. 

There  are  plenty  of  improvements  in  recent  years  in  telegraphy,  as  anyone  can 
find  out  if  he  will  read  the  Official  Gazette  of  the  Patent  Office  regularly,  but  the 
existing  companies  secure  them  by  purchase  (I  don't  mean  that  they  secure  all  of 
them,  for  if  it  be  one  that  they  are  not  afraid  of  they  will  not  bother  with  it)  and 
at  once  lock  them  up  in  their  safes  and  thereby  deprive  the  public  of  the  great 
benefits  that  they  wonld  reap  if  they  were  put  into  general  use.  If  the  existing 
telegraph  companies  would  put  in  use  some  of  the  recent  improvements  they  now 
possess,  there  would  be  such  a  howl  from  the  pablic  at  large  for  cheaper  tolls 
that  the  companies  would  be  compelled  to  reduce  the, tariff  more  than  one-half  of 
the  present  rate,  and  thereby  cut  off  their  enormous  dividends. 

No:  they  do  not  intend  to  use  them  unless  compelled  to  do  so.  They  would 
rather  have  their  large  dividend  and  continue  with  their  power  to  rob  at  their 
pleasure  by  unreasonable  charges  all  those  wbo  are  compelled  to  use  the  tele- 
graph. Are  not  the  people  of  this  country  as  capable  of  conducting  a  Govem- 
mentowned  telegraph  as  those  of  all  European  countries?  A  vast  majority  of 
the  public  demands  that  a  bnsincss  which  touches  the  press,  the  public  and  pri- 
vate life,  and  the  oommeroial  operations  of  the  entire  nation  at  almost  every 
point  should  no  longer  remain  in  private  hands. 

The  International  Typographical  Union,  which  I  represent,  is  asking  the  Gov- 
ernment t«  control  the  telegraph  in  order  that  its  membership  may  be  benefited. 
As  I  said  before,  we  have  a  selfish  motive.  If  these  twlnmonopoliesaredesti'oyed, 
all  the  papers  throughout  the  land  will  be  able  to  get  the  press  reports  on  even 
terms.  If  the  Government  reassumes  the  operation  of  the  telegi'aph  it  will  at 
once  adopt  some  one  of  the  recent  inventions  similar  to  machine  telegraphy,  and 
can  offer  the  existing  press  associations  low  rates— not  more  than  one-half  what 
they  are  now — and  still  have  a  revenue  to  the  Government,  with  the  promise  that 
they  will  allow  any  and  all  papers  to  have  the  service  on  equal  terms.  That  is 
the  main  thing  that  my  organization  is  striving  for.  And  I  know,  and  yon  know, 
if  the  Government  adopts  this  course  it  will  not  do  as  the  Westtm  Union  is  doing. 
It  will  at  once,  put  into  general  use  some  oC  the  recent  inventions  whereby  it  can 
furnish  the  service  at  greatly  reduced  rates  over  what  they  are  to-day.  There 
are  more  ways  than  one  of  killing  a  dog.  The  press  associations  will  stick  to  the 
Western  Union  until  they  see  somethinK  cheaper,  and  then  they  will  be  willing 
to  drop  it.  They  are  afraid  to  say  anything  at  the  present  time.  The  Western 
Union  Bolds  them  under  its  thumb  and  has  dictated  to  them  for  years,  and  still 
Mr.  Clark,  vice-president  of  the  Western  Union,  comes  before  this  commission 
and  makes  the  statement  that  the  Western  Union  never  did  discriminate,  and 
that  he  never  knew  that  the  Associated  Press  was  a  monopoly  and  that  it  dis- 
criminated. God  knows  that  it  is  its  stock  in  trade  to  discriminate.  If  it  did 
not,  the  organization  which  I  am  representing  here  to-day  would  not  be  making 
the  fight  it  nas  made  for  several  years. 

r    -iz^dbvCoOglc 
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I  hope  thia  commiBsicm  will  consider  well  alltheargumentB.proandcon.onthia' 
gnbject,  and  trust  that  it  will  eee  Its  way  clear  to  recominend  to  Congresa  this 
comm);  session  that  a  special  uommittee  of  5  Senators 'and  5  Representatiyes  be 
appointed  to  investigate  recent  improvementa  in  telegraphy,  and  to  report  the 
resnlt' of  such  investigation  as  aoon  as  practicable  thereafter.  This  much  I  do 
hope  this  commission  will  do.  The  Western  irnion  would  not  refuse  to  hire  that 
committee  a  line  in  order  to  try  inventions,  which  they  most  assuredly  wonld  do 
witlk  a  private  citizen. 

With  this  I  conclude  my  general  statement. 

I  have  a  statenient  as  regards  this  machine  telegraphy,  the  cost  of  a  line  from 
Washington  to  New  York;  that  ia.  the  expense  of  a  une  carrying  280.000  words 
daily  and  nightly  per  month,  ezclneive  of  tne  coet  of  the  line. 

(Reading:)  ''Tne  actual  cost  of  labor  and  materials  for  telegraphing  280,000 
words,  daily  or  nightly,  between  New  York  and  Washington  would  be,  exclnsive 
of  the  coet  of  line: 

23  perforator,  working  T  bonre  daily,  at  $30  per  month (18,620 

27  copyists,  at  $50  .__ _ _ 16,600 

Telegraph  paper,  at  5  cents  per  1,000  words 6,096 

4  telegraphers,  at  $80 8,840 

2  helpers,  at  $20...  _ _ 480 

Rent  of  4  offices - 6, 800 

Fuel,  lights,  etc 1,000 

Stationery  and  incidentals 1,000 

Total  cost 46,236 

"  Or  5  cents  for  100  words — one-half  mill  per  word. " 

[The  witness  thereupon  produced  certain  papers  bearing  npon  the  question  in 
hand,  which  are  printed  as  an  exhibit  at  the  cloue  of  his  testimony.] 

Q.  (ByMr.  LlTCnMAN.)  Yon  have  claimed  in  your  statement,  if  I  nnderstand 
It  correctly,  that  the  telegraphic  service  in  foreign  countries  is  cheaper  than  the 
service  given  in  the  United  States? — A.  Yes. 

Q.  The  evidence  given  tothis  commission,  considering  the  extent  of  territory  and 
the  fact  that  only  too  bare  menaa^e  is  paid  for  here  and  not  the  address  and  sig- 
nature, is  that  the  difference  is  in  favor  of  the  United  States.  Have  yon  gone 
Into  a  comparison  on  that  basis?— A.  They  do  charge  over  there  and  we  do  not 
here,  bnt  the  limit  of  messages  generally  falla  below  10  words,  and  they  are  based 
Tipoa  a  cent  a  word.  For  instance,  in  England  1  cent  a  word,  and  the  charge 
would  bring  it  up  to  about  15  cents  for  15  words.  That  would  take  in  the  address 
and  the  signature,  while  in  this  country,  of  course,  they  only  charge  for  the 
bare  messa^,  which  would  be  !0  words  or  less,  not  coantingthe  signature.  But 
taking  it  right  through  and  through,  it  will  even  itself  up  year  in  and  year  oat, 
month  in  and  month  out.  It  is  a  great  deal  cheaper  than  it  is  here.  They  do  not 
consider  distances  over  there,  and  we  should  not  here.  I  believe  that  the  same 
system  should  prevail  here  that  prevails  there,  the  same  thing  that  pertains  to  onr 
Poet-office  Department;  that  there  ought  to  be  aunif  onn  rate  formessages  throogh- 
out  this  country.  While  lota  of  people  that  are  advocating  Government  owner- 
ship or  operation  of  the  telegraph,  some  advocate  a  uniform  rate  between  certain 
sections,  and  then  from  that  another  uniform  rate,  so  that  everybody  could  know 
what  the  rat«s  would  be.  And  I  do  believe  that  if  the  Government  owned  and 
controlled  and  operated  the  telegraph  of  this  country  and  adopted  some  of  the 
recent  inventtons — there  may  be  something  a  great  deal  better  than  this  Ander- 
son's machine  telegraph — they  could  reduce  the  rate  so  they  could  make  it  a  uni- 
form rate  throughout  this  country. 

Q.  Haveyouevergivenanyattention  to  the  zone  system  of  telegraphy? — A.  No; 
not  recently.  A  few  years  ago,  when  we  were  more  actively  engaged  at  this  mat- 
ter than  we  are  now,  when  we  were  more  in  touch  with  it,  we  dia  have  the  zone 
part  down,  but  I  could  not  explain  that  satisfactorily  now. 

Q.  Your  idea,  if  I  catch  it,  then,  is  that  the  distance  should  not  be  considered 
in  telegraphy  any  more  than  in  thecarrying  of  the  mails.  Is  that  it? — A.  Yes; 
for  this  reason,  that  the  telegraph  company  have  their  lines  up  from  Maine  to 
California.  They  hire  their  operators  for  so  many  hours  a  day,  and  those  opera- 
tora  are  anppoBed  to  get  their  pay,  alUioogh  it  is  meager.  *hether  they  work  or 
play;  and  it  does.jiot  cost  the  Western  Union  Company  or  any  other  company, 
nor  the  Government,  if  it  took  bold  of  it,  one  cent  more  to  send  a  message  from 
here  to  San  Francisco,  notwithstanding  they  say  bo.  than  it  would  to  send  one 
from  here  to  Alexandria.    The  wires  are  up  and  are  in  working  order,  and  they 
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make  it  my.  Nineteen-twentaeths  of  ttie  telegraph  boEdneaa  of  this  coantry  Is 
done  witnin  a  radiiu  ot  a  thoosond  miles  of  New  York,  and  those  rates  will  pay 
what  they  call  the  long  hanl.    The  abort  haul  will  pay  for  the  long  haul. 

Q.  You  have  made  certain  atatements  in  direct  opposition  to  certain  statements 
made  by  witnesses  on  the  other  side.  The  witnesses  on  the  other  side,  if  I  relnem- 
ber,  presented  certain  tables  or  atatements  to  substantiate  their  claims.  Have 
Tou  any  evidence  to  snbatantiate  the  claims  yon  make  farther  than  what  is  given 
here  in  fonr  statement?— A.  I  have  not  anytlung  here  witb  me. 

Q.  It  IB  probably  well  that  something  of  that  sort  should  be  snbmitted. — A.  Ton 
say  that  tbey  have  some  statements? 

Q.  They  Maelaim  any  discriminatloi 
are  served  nnder  eqnal  circnmstances 
no  monopoly  in  the  new  service?    That  is  < 
mainnomt. 

Q.  The^  claim  that  there  is  no  preference  f^ven  to  any  combination  that  would 
not  be  given  to  any  other  combination  or  mdividnals  nnder  the  same  circam- 
stOQCea,  and  that  eqnal  service  is  offered  to  everybody  now  under  the  same  cir- 
cnmstances.^A.  But  it  is  known,  as  I  say  in  my  statement,  that  jnst  aa  soon  as 
yon  would  start  to  organize  a  company,  jnst  so  soon  yon  wonld  findout  the  stump 
you  were  running  against.  If  I  was  worth  $3,000,000  and  wanted  to  start  a  news- 
paper in  Washington,  I  conldnot  get  the  press  news;  I  would  have  to  get  specials, 
and  the  expense  would  be  bo  far  greater  than  the  others  that  it  would  be  minona 
to  me.  I  could  not  get  the  press  association  dispatches  unless  the  papers  here 
agreed  to  it,  and  the  papers  here  are  combined  together  and  agree  not  to  do  it; 
wuereas  if  the  Ghivemment  should  own  and  control  the  telegraph  and  reduce  the 
rates  and  say,  "Here,  we  will  give  you  these  special  rates  if  your  organization 
will  give  the  same  reports  to  any  ana  al]  papers  on  equal  terms,"  they  would  all 
come  to  it;  they  would  leave  the  Western  Union,  but  they  are  afraid  to  leave  it 
tiow. 

Q.  What  is  the  effect  of  the  Ulinoia  decision  of  the  Chicago  Int^r-Ocean  v.  The 
Associated  Press?  Was  not  that  to  the  effect  that  the  Associated  Frees  shonid 
serve  all  papers  alike? — A.  They  do  not  serve  them  all.  If  Mr.  Harris  and  myself 
fifaoold  start  a  paper  here,  we  could  not  get  the  service  of  the  press  unless  the 
other  papers  agreed  to  it. 

Q.  Was  not  that  decision  in  niinois  directly  in  opposition  to  your  statement? — 
A.  Yes,  but  the  Inter-Ocean  case  was  a  pecnliar  one.  bnt  it  does  not  work  out. 
Aa  I  said,  if  we  shonid  start  our  plant  in  any  city  in  this  country  where  the  asso- 
ciation has  a  foothold,  we  can  not  get  the  press  dispatches  nnles:t  we  get  the  con- 
sent of  the  established  papers. 

Q.  The  Inter-Ocean  forced  the  ABS0ciat«d  Press  to  give  it  the  dispatches,  did  it 
not?— A.  It  is  said  that  it  did.  Of  course,  there  are  pecnliar  infloences  which 
come  np  in-different  sections  of  tlie  country  that  make  things  come  around  some- 
times to  your  way  of  thinking. 

Q.  (ByMr.  BlKNNBDY.)  I  would  like  to  know  something  more  about  this  machine 
syetem  and  who  controls  it;  who  owns  it  at  the  present  time,  and  if  the  Qovem- 
ment  could  get  possession  of  it?^A.  That'would  be  rather  a  hard  matter  for  me 
to  state  who  owns  it.    I  have  an  idea  that  the  Western  Union  owns  it  to-day. 

Q.  Did  you  say  yon  saw  this  system  in  operation?^A.  Yes. 

Q.  (By  Mr.  Litchhan.)  I  want  to  ask  if  there  is  no  other  press  association 
except  tne  Associated  Press? — A.  Oh,  yea;  I  believe  there  are  S  of  them. 

Q.  What  are  they? — A.  Associated  Press.  Scrippe-McRae,  and  Laffan  Bureau. 

Q.  Then  there  are  other  combinations  that  are  receiving  the  news? — A.  Yes: 
but  they  do  not  come  up  to  the  Associated  Press.  The  Associated  Press  is  the 
father  of  them  all.    They  are  the  whole  nhooting  match  of  tiiia  country. 

Q.  That  is  the  only  qnestion  I  wanted  to  bring  up.  Now,  Major,  as  I  have  got 
to  go,  will  yon  kindly  take  charge  of  the  committee? 

The  Witness.  In  connection  with  what  Mr.  Kennedy  asked  me  here,  I  will 
read  a  little  docnment  that  I  have  and  also  a  letter  following  it,  without  giving 
the  namea;  I  do  not  desire  to  give  the  names. 

Mr.  Kknnkdy.  Yon  onght  to  give  the  names,  if  you  give  it  at  all. 

The  Witness.  I  can  give  you  the  answer 

Mr.  Far^uhar  (intermpting).  We  do  not  care  about  the  matter  as  to  whom 
it  is  addressed,  if  yoa  will  only  give  the  signature  of  the  man  who  makes  the 
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The  WiTNBSS.  It  ie  addreesed  to  me.    I  do  not  hold  back  my  name.    (Reading:) 

"NlW  YottK,  E^truary  IS,  1896. 
A.  L.  Randall, 

Chairman  of  Committer  of  Govemmenl   Ownertkip   and  CotOrot  of  Tdegrapbt, 


tact  that  yon  are  ahont  to  introdnce  a  reBotutioTi  in  CongresB  for  the  purpose  of 
eetablishinK  a  committee  to  examine  thoroughly  into  Qie  merits  of  tlus  system, 
and  to  preclnde  the  premature  disposition  of  these  patents,  thns  rendering  abortive 
all  efforts  heretofore  made  or  to  be  made  by  your  association  looking  to  Gk)venmieDt 
control  of  tolegrat>hB,  1  would  say  that  my  plain  dnty  in  the  premises,  as  I  fnlly 
explained  to  yon,  is  an  absolute  disposition  of  all  t£eee  patents  to  Uie  highest 
bidder;  but  recognizing  the  fact  that  the  nnion  as  represented  by  yon  has  done 
much  preliminary  work,  and  in  view  of  the  possible  passage  of  such  a  resolution 
by  this  Congress,  I  am  willing  to  cooperate  with  yon  in  any  reasonable  way  con- 
Sistent  with  the  position  I  am  obliged  to  take. 

"As  I  understand  the  situation,  if  this  resolution  is  adopted  by  either  or  both 
Houses,  your  nnion  will  urge  tiiat  control  of  a  wire  be  obtained  by  contract  or 
otherwise  between  New  York  and  Washington,  and  a  series  of  very  exbanstive 
testa  of  this  system  undertaken,  with  a  view  of  obtaining  eventually  from  this 
committee  a  report  favoring  the  position  of  your  aasociation,viz,tbattliis  system 
should  be  owned  by.  or  at  least  controlled  by  the  Government  of  the  United 
States.  I  say  to  yon  now  that  if  yon  succeed  in  passing  this  resolution  and  obtain 
control  of  a  wire,  and  will  promptly  proceed  to  the  making  of  these  tests  (which 
must  be  exhaustive  in  eveij  particnlar),  I  will  lock  np  any  disposition  of  these 
I»tents  during  the  torm  of  the  conting  Congress,  but  no  longer,  reserving  the 
right,  however,  if  circumstances  permit  to  dispose  of  these  patents  to  anyone  who 
may  bid  for  the  same,  with  a  reserving  clause  that  whoever  takes  the  title  to  the 
same  is  precluded  from  transferring  them  to  any  existing  telegraph  company; 
and  that  they  shall  execnto  an  agreement  to  put  this  system  in  public  use  as  rap> 
idly  as  they  consistently  can.  But  no  disposition  of  these  patonte  during  this 
period  sliall  be  entertained  or  consnnimat«d  by  me  until  ample  notice  has  been 
given  to  your  association  of  my  intention. 

"  I  confess  frankly  to  having  no  special  interest  in  the  aim  and  object  of  your 
committee  in  this  matter,  but  if  this  resolution  is  passed  yon  can  fnrther  the 
wishes  and  desires  of  your  association  in  no  better  way  than  by  entertaining  the 
proposition  I  made  to  yon  of  taking  an  option  on  these  pat«nts.  either  in  the  name 
of  your  association  or  by  such  parties  as  your  association  can  control,  to  purchase 
th^tt  at  a  fixed  snm  and  thereby  have  absolute  control  of  the  entire  system  in 

C:  own  bands  to  use  and  dispose  of  in  snch  manner  as  yon  may  deem  to  the 
interests  of  those  whom  yon  represent. 
"  Very  truly,  ete.,  W.  L.  Craiq,  J^xecutor. 

"  P.  S. — This  letter  is  merely  an  index  to  the  itresent  situation ,  aa  I  understand 
it,  previous  to  the  introduction  or  passage  of  any  resolution  in  Congress.  In  case 
the  resolution  ia  passed,  I  think  it  is  bat  fair  to  state  that  a  legal  docnment  should 
be  executed  by  us  upon  terms  that  are  mutually  satisfactory,  with  an  absolute 
condition  that  pending  a  report  and  a  final  disposition  of  the  same  in  the  Fifty- 
fourth  Coneress,  no  sale  or  disposition  of  the  patents  should  be  permitted." 

Q.  (By  Mr.  Kenkbdt.)  That  was  evidently  written  by  the  party  who  had  con- 
trol of  that  patent  there  as  owner  of  it? — A,  He  was  executor. 

Q.  Then  there  is  no  doubt  that  the  name  of  the  party  is  known?— A.  No  doubt 
that  Brother  Marean  (Washington  manager  of  the  Western  Union)  knows  it. 

Q.  Why  not  give  it  to  the  commission?  Are  you  violating  any  confidence? — 
A.  No;  his  name  is  W.  L.  Craig,  son  of  the  old  gentleman. 

A  second  letter  is  as  follows  [reading] : 

"  New  York,  February  f  7,  IS9S. 
"A.  L.  Raksall,  Esq., 

■'615  Fir»t  etrtetNE.,  Watihington,  D.  C. 

Dear  Sir:  1  have  not  heard  from  you  since  your  return  from  Washington,  and 
can  only  trust  that  you  reached  there  safely.  There  are  parties  here  that 
approached  me  yesterday  in  the  matter  of  this  machine  telegraph ,  but  whom  they 
represent  and  whether  outsiders  or  some  existing  telegraph  company  I  can  not  say. 
Upon  my  notifying  them  that  I  could  entertain  no  proposition  until  after  the  15th 
of  Uaicn,  they  returned  to-day  and  were  qnite  persistent  in  their  endeavors  to 
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find  out  what,  if  any,  progrftimne  I  had  in  view,  1  hope  that  yon  may  be  ano- 
cessfnl  in  this  matter,  and  I  wish  very  much  that  yon  iToiila  wire  me  of  the 
reaolt.  whether  favorable  or  unfavorable,  not  later  than  the  day  Ccngrees 
adjonma. 

1.  Very  truly,  ■  W.  L.  Cbaig,  Executor." 

I  think  I  wrote  the  gentleman  a  letter  about  a  month  later  than  that,  and  he 

WToteroe  that  be  thongnt  that  a  campaign  of  education  was  too slow  for  faim, 

and  he  was  willing  to  sell  to  the  highest  bidder.  Then  I  wrote  to  him  abont  a 
month  aft«r  that  again  on  the  Bame  snbject  in  a  different  way,  bnt  I  tvae  com- 
pletely snubbed;  I  never  had  an  answer.  I  have  met  the  gentleman  twice,  and 
he  Is  head  man  of  the  health  department  of  New  York  City. 

Q.  You  Bay  you  believe  the  Western  Union  urobably  owns  this  patent? — A. 
I  believe  honestly,  bnt  I  can  not  prove  it.  Mr.  Craig  said  to  me:  "  Mr.  R^dall, 
I  have  no  sympathy  with  anything  my  father  had  to  do  with  this,  and  I  will  aeli 
this  to  the  man  that  will  give  me  the  most;  and  as  qnick  as  he  can  give  it,  be  will 
get  it." 

Q.  (By  Mr.  FAaQCHAB.)  Who  was  the  inventor  of  this  system?— A,  Anderson 
was  the  inventor.  Mr.  Anderson  is  dead.  His  wife  owns  a  third  interest,  and 
X>.  E.  Craig  fomiahed  the  money  and  got  the  controlling  interest,  and  this  is  Mr. 
Craig's  son  who  is  eiecutor  and  has  char^  of  it, 

Q.  How  complete  are  the  patents  on  this  telegraph? — A.  The  last  of  10  pat«nts 
was  ispuedin  1895.  TousetheHlangphraBe,it  isa'-lulubird."  After  I  returned 
froni  New  York  I  took  occasion  to  hunt  np  Brother  Marean  at  his  hoose  where 
be  would  have  plenty  of  time.  I  took  this  matter  to  show  it  to  him  one  ni^ht 
abont  10  o'clock  [producing  paper].  There  is  the  one.  That  is  the  perforation 
of  a  message  that  X  dictated  over  an  artificial  circuit  to  the  president  of  our  inter- 
national body.  Of  course,  yon  can  not  read  it.  That  is  the  perforated  part,  and 
that  is  the  way  that  came  on  the  other  end  in  the  Morse  characters  [producing 
book  and  showing  diagram].  This  is  the  instrument  here.  There  is  the  trans- 
mitter. You  perforate  here  with  the  machine  like  a  typewriter  and  you  use  it  the 
same  way,  and  it  unrolls  from  a  roll  and  rolls  up  as  it  is  perforated,  just  as  this 
matter  is  here,  and  as  soon  as  you  get  through  with  yonr  message  you  put  it  up 
under  this  part  here.  What  I  saw  was  on  an  artifici^  circuit,  bnt  we  have  the 
evidence  of^the  experts  that  saw  this  work  from  New  York  to  Chicago  in  all  kinds 
of  weather,  and  saw  it  do  a  thousand  words  a  minute.  That  is  the  receiver  over 
there.  I  stood  right  there  and  watched  that;  it  was  about  as  far  as  from  here  to 
Mr.  Kennedy  from  mo  to  the  transmitter.  That  was  no  longer  than  a  couple  of 
years  ago. 

Q.  (By  Mr.  Farqdhar.)  Well,  to  sum  np  on  this  Anderson  patent,  then,  does 
the  International  Typographical  Union  or  your  committee  intend  to  take  anyfnr- 
tber  action  before  Congress  abont  this  Anderson  patent? — A.  Our  idea  was  that 
if  we  could  get  Congress  to  pass  a  resolution  and  appoint  a  committee  to  investi- 
gate this  system  that  we  would  go  to  the  Western  Union  and  hire  a  wire.  I  went 
to  Brother  Marean  in  I8B5  and  asked  him  the  price  of  a  wire  from  here  to  New 
York,  and  I  found  I  could  not  get  It  unless  I  used  his  instrument;  could  not  secure 
it  with  any  other  instrument.  We  were  going  to  attempt  to  form  a  little  press 
association  to  run  te  New  York  for  the  purpose  of  agitating  and  educating  the 
people  in  machine  telegraphy,  and  thought  we  could  get  enough  news  to  drop  off 
at  Wilmington,  Philadelpnia,  and  Trenton  to  contribute  to  the  extension  of  this 
system,  and  at  the  same  time  we  would  have  it  in  effect  so  that  evervbody  would 
come  to  see  it  and  give  it  a  little  showing  through  the  country.  That  waa  our 
object.  But  Mr.  Marean  said  ho;  that  if  we  did  not  use  his  instruments  he  would 
refuse  to  give  us  a  wire. 

Hr.  Marean.  I  do  not  think  that  is  correct,  because  I  know  our  leased  wires  are 
used  for  those  purposes. 

The  Witness.  Oh,  no;  I  am  talking  honestly  about  what  you  told  me  down  in 
yonr  telegraph  office  in  1895.    Do  you  not  recollect? 

Mr.  Marean.  We  lease  wires  for  doing  bnsinesti  in  competitiDn  with  the  others. 

The  Witness.  Did  you  not  tell  me  I  could  not  put  any  instrumentB  bnt  yonr 
own  on  that?    You  have  forgotten  that. 

Mr.  Marean.  There  was  a  company  that  Abner  McKinley  was  connected  with 
for  a  few  months 

The  Witness.  I  have  seen  that  worked,  too. 

Q.  (By  Mr.  Farquhar.)  Under  the  present  operation  of  the  Western  Union 
Telegraph,  the  rate  now  is  speeded  up  to  60  words  a  minute?— A.  That  is  their 
highest  limit  when  they  use  the  Wheatst«ne. 

Q.  Would  you  say.  then,  that  there  is  no  opportunity  of  more  speed  under  the 
proeeat  plan?— A.  No;  there  is  not  unless  they  adopt  some  other  invention. 
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Q.  Then  yoar  idea  is  that  you  em  in  these  potenta  a  speedier  system  and  one 

C'l  ^^HccoratoastbeWheatetone  if  applied.  But  jou  have  no  positive  practical 
wledge,  have  you.  that  thi's  Audereon  syHtem  can  be  adopt«a  by  the  Western 
Union? — A.  I  have  only  experts'  testimony.  I  have  eiperts'  testimony  that  gave 
it  a  trial  for  one  muntli  between  Nuiv  York  and  Chicago;  that  is  all.  I  will  snb- 
mit  that  report;  but  I  wonld  like  to  state  that  in  the  press  report*  iliey  do  not  use 
this  tape  here  [indicating;] .  The^  take  a  |ia^e  knt(th.  line  under  line.  That  wae 
done  on  the  same  machine,  and  it  can  be  done  on  the  same  straight  tine,  and  for 

1  reports,  all  that  the  compositor  would  have  to  do  would  be  t<>  learn  the 

e  alphabet.     Then  h'j  coald  set  it  up  better  than  ho  could  witli  the  ordinary 

St,  and  be  conld  net  it  np  without  making  ar  error.  Vi  hen  the  papers 
e  type-settin){  machines  every  compunitor  had  to  learn  to  operate  them, 
and  it  wonld  not  bo  any  more  for  him  to  leain  this  than  to  learn  the  key^  on  the 
board,  and  after  the  printers  once  leamtnl  it  they  would  have  it  down.  Mr. 
Mai'ean.  have  you  seen  that? 

Mr.  Mareu<.  That  would  not  permit  the  telegraphic  editing  of  the  dispatches. 

The  WiT^EBS.  He  can  edit  that  thetiame  as  any  copy;  he  can  cut  out  there,  and 
he  can  take  it  and  write  it  there  either  way — scratch  out  or  add  to.  That  wonld 
not  interfere.  That  can  bo  UHtd  in  case  of  preKS  reports,  so  that  it  would  not  be 
any  expense  to  copy  it  to  the  Government  or  the  WeBtom  Union  if  they  would  put 
that  sy-item  in  eflect — if  they  had  it. 

Q.  £>o  you  know  or  have  you  found  out  whether  under  the  present  plan  of  the 
Western  Union  they  can  cheapen  their  tariff? — A.  They  could  cheapen  it.  You 
mean  with  the  ayatems  that  they  im  «■  using? 

Q.  Yes;  I  mean  exactly  as  it  shimls. — A,  The  ones  that  they  are  using  and  not 
the  ones  that  they  have  locked  up? 

Q.  Yea. — A.  That  iaamatterof  their  own.    1  can  not  t«ll  that  and  yon  can  not. 

Q.  What  are  the  present  limits?— A.  Oh,60wordsaminuteis  the  extremethey 
can  go  with  the  modes  they  use  at  the  present  time.  That  is  the  extreme  limit 
they  can  go.  Tlicy  fall  down  to  1.1  and  25  words,  but  with  circumstances  and 
weather  favorable  thej^  can  go  to  6U  wordsi  with  the  Wheatstone  patent. 

Q.  Wocld  you  say  with  the  present  system  their  rates  are  reasonable,  consider- 
ing the  ex'H'nse  of  operating  their  present  lines? — A.  No;  certainlyl  donot.  The 
trouble  is,  they  have  got  to  keep  up  all  this  watered  Bti>ck,  to  strike  a  dividend, 
and  if  thi^y  would  eliminate  the  water,  they  would  make  more  money.  Theyare 
making  money  anyway  with  the  water,  but  I  am  claiming  if  they  would  use  some 
of  the  recent  inventions,  they  criold  make  considerable  reduction  both  incomniier- 
cial  and  press  reports. 

Q.  What  connection  hi.ve  thetie  pru-^H  uHBociationn  with  the  Western  Union ;  any 
at  all,  or  aro  they  just  separate  i''>mmercial  bmlic^? — A.  Tliere  is  a  deal  there  we 
do  not  know. 

Q.  You  do  not  know? — A.  Wodo  notknow;  no.  Wo  have  ideas,  of  course,  but 
that  is  not  what  you  want  to  get — our  ideas. 

Q.  You  spoke  of  the  country  press  being  able  to  get  these  dispatches,  even 
weekly  papers,  the  <lay  of  publication,  the  latent  dispatches.  Who  would  collect 
those  aispatches?— A.  The  statement  I  made  was  jhat  if  the  Uovemment  took  this 
machino  telegraph  system  or  some  other  recent  ones  that  were  better — but  even 
though  they  were  1 1  take  that  and  make  a  proposition  to  the  Associated  Press  to 
cut  rates  down  to  bo  much,  naming  a  figure  where  it  could  be  almost  half  a  mill, 
providing  that  association  should  give  all  newspapers,  dailies  and  weeklies, 
throughout  the  length  and  breadth  of  tlie  United  States  the  same  news  on  equal 
terms,  the  Associated  Press  would  accept  the  arrangement,  and  by  oSecting  this 
change  we  would  break  up  that  twin  monopoly,  as  it  now  exists,  as  I  believe, 
between  the  Associated  Press  and  the  Western  Union. 

Q,  In  other  words,  yon  would  still  maintain  and  keep  up  the  As.-40ciated  Press 
aervico  only  at  a  cheaper  rate  on  account  of  cheaper  appliances? — A,  It  would  not 
be  a  monopoly  then;  everybody  could  get  it.  If  I  was  out  in  a  country  town 
between  here  and  Alexandria  and  had  adry-gootb  bin  and  an  Army  press  1  could 

?1  as  many  words  as  T  desired  and  pay  the  same  rate  I  would  pay  between  New 
lA-k  and  Washington. 

Q.  Is  it  not  a  fact  that  this  is  the  same  contention  of  that  legislative  committee, 
that  they  shall  fnmif^h  them  service  at  a  cheap,  reasonable  rate  so  that  geueral 
intelligence,  market  reports,  and  everything  of  that  kind  shall  be  furnished  to  the 
newspapers  at  a  mucb  cheaper  rate  than  they  get  it  now?  Practically  that  is 
where  you  otand. — A.  That  is  what  my  committee  is  in  existence  for. 

V.  Do  you  know  what  it  costs  any  new  paper  to  got  into  the  Associated  Press 
in  the  city  of  Washington? — A.  None  can  get  in. 

Q.  Provided  the  association  were  willing  t<'  let  you  in,  1  mean. — A.  No;  I  do 
not  know. 
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Q.  Do  700  know  what  ttie  priTilege  was  ever  offered  to  yon  for? — A.  We  tried 
to  get  it  when  we  started  the  Timee.  The  Timee  wne  started  here  by  car  lo<»l 
or^^anization.  I  waa  chairman  of  the  mass  meeting  that  bronght  that  paper  into 
existence,  and  appointed  the  Qrat  committee  on  wbvb  and  means.  We  tried  to 
get  the  tel^raph  news  and  we  coold  not.  At  that  time  there  was  a  fight,  fortn- 
nately,  between  the  Associated  Press  and  the  United  Preee.  The  Star  had  both 
concessions  and  for  both  morning  and  eveDing.  They  did  not  use  the  morning 
concession,  and  gave  it  to  as  and  let  na  use  tne  matter.  We  got  the  niatt«r  as 
long  as  we  had  the  morning  Timee,  hat  when  we  started  the  evening  Times  they 
shnt  ns  ont. 

Q.  At  what  rat«  did  yon  get  in? — A.  They  paid  iZ5  a  night  as  long  as  they  used 
ttie  matter. 

Q.  (ByHr.  Fabqchar.)  Yon  have  no  knowledge  ae  to  how  much  it  takes  to 
get  into  the  association  in  other  cities? — A.  I  do  not  know.  I  have  hcM^  at  dif- 
ferent times,  bnt  I  do  not  recollect  now,  and  I  do  not  know  whether  what  I  heard 
was  tme  at  that  time. 

Q.  Do  yoa  think  that  yon  can  not  get  news  service  of  any  kind  unless  those 
that  are  in  the  local  membership  vote  yon  in? — A.  Oh,  yes;  that  is  understood; 
you  have  got  to  ^et  in  that  way. 

Q.  It  is  exclosive? — A.  Yes.  If  the  Star  and  the  Poet  say  yon  can  not  come  in 
here,  yoi.  can  not  come  in  here;  yon  can  not  come  in  here  either  morning  or 
afternoon.    You  can  get  specials. 

Q.  The  local  papers  have  the  risht  to  name  their  own  terms? — A.  As  far  as  I 
know  they  have  the  right  to  name  the  terms.  I  do  not  know  whether  they  name 
the  prices  or  not. 

QT  Have  yon  any  knowledge  that  they  name  them,  or  ever  have  named  them? — 
A.  There  is  no  doubt  but  what  they  do, 

Q.  Does  the  Associated  Press  in  some  capacity  name  the  terms,  whether  in  the 
local  committee  or  in  the  general  committee? — A,  That  I  could  not  anpwer  posi- 
tivel}^  I  could  not  answer  that  positively.    I  think  it  is  done  both  ways. 

Q.  You  could  not  give  a  round  sum  at  all,  or  any  proportion  that  has  been 
offered  to  get  into  this  association  and  which  has  failed,  could  yon? — A.  Ifo;  the 
time  we  started  the  Times  we  did  not  make  np  any  round  sum.  Printers  as  a 
general  thing  have  not  a  surplus  of  money,  and  they  did  not  have  any  biff  monev 
to  pay  out  on  any  snch  matter.  We  went  there  to  try  and  get  the  telegraph 
news  and  we  final^  succeeded  in  getting  the  report  until  they  made  it  an  evening 
paper,  and  when  thejr  made  it  an  eveningpaper  then  the  Star  shnt  us  out. 

Q.  The  case  stands  in  this  way,  then.  The  Western  Union  Telegraph  furnishes 
the  lines  for  carrying  the  information;  the  Associated  Press  assembles  or  collects 

tiiat  information,  and  air  '      '         

ted  into  the  Associated  I 
has  been  proved. 

<^.  And  you  say  that  the  conditions  and  the  rat«B  in  these  local  associations  in 
cities  are  snch  tliat  it  would  cost  a  man  aa  mach  to  get  into  the  association  as  to 
start  his  newBpaper?—A.  Yes;  but  in  nineteen-twentiethsofthecaseathey  would 
not  give  yon  a  show  even  if  you  would  raise  the  money. 

Q.  But  if  they  would? — A.  Itwonld  be  too  large  foraman  unleashe had  alarge 
surplus  to  go  in — and  another  thing  with  the  Associated  Press,  it  has  been  proven 
before  committees  of  Congress,  and  evidence  has  been  given  to  show  that  if  one 
p^per  should  get  to  advocating  postal  telegraph  and  Government  ownership  and 
control  of  the  telegraph  in  different  branches  that  the  Western  Union  would  take 
and  put  the  screws  down  on  the  paper,  and  Bay,  "Here,  if  you  do  not  stop  that  we 
will  take  the  news  away  from  you."  And  the  paper  would  stop.  I  have  heard 
of  lots  of  cases  of  that  kind,  but  this  I  know  to  be  a  fact.  A  certain  correspondent 
was  sending  matter  to  a  paper  of  his,  and  it  happened  to  be  that  he  tiad  been  drop- 
ping in  and  giving  his  matter  to  the  Postal  Telegraph  Company.  It  was  only  a 
few  days  until  the  Western  Union  came  solicitiug  bis  matter,  and  wanted  him  to 
give  them  half  of  it.  He  told  them  no;  that  the  Postal  8ait«d  Jiim  better  becau'e 
It  was  handier,  and  he  said,  "I  guess  I  will  keeprigbton  with  the  Postal."  Well, 
it  was  only  a  few  days,  as  I  recollect,  that  this  correspondent  was  notified  from 
headquarters  that  "You  must  give  the  Western  Union  half  of  your  work  from 
this  paper."  They  put  the  screws  to  him.  It  was  not  but  a  little  while  longer 
that  he  got  a  notice  from  headouarters  again,  saying,  "  You  mast  give  all  your 
work  to  the  Western  Union."  Put  the  screws  to  them  again.  And  tliat  is  tlte 
way  they  have  done  to  papers  to  crowd  them  out  and  pusn  them  down — papers 
that  have  been  advocating  (Jovemmeut  telegraph  in  some  form  or  other. 
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Q.  Do  J011  know  whether  the  rates  to  other  associations  tban  the  Aseociated 
Press  are  the  aame^that  is,  that  they  give  eqimlly  as  good  rates,  for  iostaiice,  to 
the  Scripps-McRae?— A.  That  I  do  not  know. 

Q.  Or  tne  LafCan  Bureau?— A.  I  do  not  know;  they  keep  their  dealings  to  them- 

Q.  Wliat  la  your  anthority  for  the  atatement  of  the  laid-by  messages— whether 
the  laying  by  of  domestic  or  family  or  general  messages  is  done  porposely  to  let 
through  commercial  or  brokerage  messages  have  precedence? — A.  In  answer  to 
that  qnestion,  take  the  hnainess  centers  like  New  York  and  Chicago  and  places  of 
that  kind.  Between  9  o'clock  and  8  the  work  of  the  brokers  and  Hpecnlatore  gen- 
erally ia  tremendous.  The  WeHtem  Union  is  in  tliis  business  for  money.  VFe 
have  got  to  bear  tliat  in  mind.  They  are  lending  their  wires  to  anybody  for 
money,  and  they  lease  the  wires  between  those  honrs.  They  own  those  wires, 
bnt  the  brokers  and  specntatore  do  not  have  those  wires  as  a  general  thing  after 
8  p.  m.  They  nse  them  between  9  and  3  p.  m..  and  the  other  wires  tliat  are  not 
leased  to  those  brokers  are  overcrowded  and  the  messages  have  got  to  lay  by;  and 
as  soon  as  3  p.  m.  arrives  and  the  brokers'  lease  mns  oot  for  that  day  they  man 
the  wires  and  they  nnload  those  desks  which  were  full  of  matter,  ordering  them 
to  take  their  turn.  Jnst  like  I  saw  in  some  statement  before  the  Honse  Post-Office 
and  PoBt-Boada  Committee  several  years  ago,  where  some  gentleman — itgavetiifl 
maae,  but  I  do  not  remember  It  now — telegraphed  from  New  York  City  to  Ter- 
rence  V.  Powderly  at  Scranton  that  he  womd  be  there  at  1 1  o'clock  that  evening, 
and  he  left  New  York  about  30  minutes  after  he  telegraphed.  He  gotto  Terrence 
v.  Powderly 's  house  and  had  been  sitting  there  for  20  minutes  at  Scranton, Pa., 
before  the  message  arrived.  That  was  a  case  where  the  message  was  laid  by. 
It  was  proven  through  this  committee  that  there  were  several  instances  of  that 
Und,  The  gentleman  had  arrived  at  Mr.  Powderly's  house  20  minutes  l>ef  ore  the 
Western  Union  message  came  notifying  Mr.  Powderly  that  he  wonid  arrive  that 
night. 

Q.  Mr.  Clark  was  questioned  on  that  point  very  folly  before  this  commission, 
and  he  gave  the  commission  to  understand  that  the  facilities  were  so  sufficient 
that  the  remedy  would  be  simple. — A.  It  is  almost  impossible  here  in  the  city  of 
Washington  to  get  them  out  when  Congress  is  in  session. 

If  Mr.  Clark  made  that  statement,  be  knows  very  well  that  the  Western  Union 
can  not  handle  the  work  at  times  with  its  slow  way  of  handling — that  is.  in  cities 
like  New  York,  Chicago,  and  Boston.  Lots  of  tiiese  people  do  malce  some  very 
funny  statements.  Mr.  Green,  when  he  was  president,  several  years  ago  when 
before  a  House  couimittee.  was  asked  a  question  as  to  how  man}'  telegraph  com- 

Knies  he  was  president  of.  He  stammered  and  said  well,  he  did  not  know,  but 
thonght  it  was  33  companies  he  was  president  of.  This  is  a  matter  of  record, 
too.    He  did  not  know  how  many  companies  be  was  president  of. 

Q.  Is  there  any  further  statement  you  want  to  make.  Mr.  RandalI?^A.  Only 
that  I  would  like  to  say  it  is  a  hard  matter  to  find  out  the  rat«s  in  this  country. 
As  I  stated  in  my  statement,  we  want  a  nniform  rate,  so  everybody  may  know 
what  the  rates  are  to  and  from  places.  Of  course,  it  is  true  tiiat  you  can  go 
into  telegrraph  offices  and  ask  how  much  it  is  to  Oakland,  Cal..  and  they  will  tell 
yon,  but  yon  have  got  to  go  and  ask  tbeni,  and  then  you  find  that  it  will  be  a 
dollar.  I  therefore  would  like  to  have  the  following  statement  go  along  with 
this  matter  to  show  the  difference,  and  as  regards  the  difference  in  European 
countries: 

Taking  up  the  Stat«s  alphabeticallv,  the  Western  Union  rates  are: 

Alabama,  10-word  messages,  50  ana  3. 

Arizona.  (1  and  7. 

Q.  (By  Mr.  Faequhah.)  Where  is  this  from?— A,  New  York. 

Q,  (By  Mr.  Kennedy.)  What  do  you  mean  by  |1  and  7?— A.  For  10  words,  |1, 
and  7  cents  for  each  word  in  excess  of  10.     (Cotitinuing:) 

Arkansas,  50  and  3  and  60  and  4. 

California,  $1  and  7. 

Colorado,  75  and  5. 

Connecticnt,  2.')  and  2. 

There  is  one  good  statement  "fhat  Brother  Clark  did  make,  and  he  did  t«lt  the 
truth,  Uiat  there  were  places  in  New  England  where  they  were  sending  telegrams 
for  25  cents. 

Delaware,  35  and  3. 

District  of  Columbia,  26  and  Z. 

Florida,  60  and  4. 

Georgia,  50  and  8. 
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Idaho,  tl  and  T. 
XUinois,  50  and  3. 
Chicago,  40  and  3. 
Indiana.  50  and  3  and  40  and  8. 
Indian  Territory,  75  and  5. 
Iowa,  60  and  4,  SO  and  8. 
Eansaa.  60  and  4  and  50  and  8. 
Kentncky,  50  and  3  and  40  and  3. 
LoniHiana.  60  and  4. 
Maine,  25  and  2. 
Manitoba,  75  and  5. 

Maryland,  25  and  2  and  80  and  2  and  40  and  8.     There  are  three  rates  i 
Maryland. 
MaReachnsettH.  25  and  2. 
Minnesota,  00  and  4  and  50  and  3. 
Mississippi,  60  and  ii. 
Missouri,  60  and  4  and  50  and  8. 
Montana,  76  and  5. 
Nebraska,  60  and  4  and  50  and  8. 
Kevada,  ii  and  7. 
New  Brunswick,  50  and  8. 
New  Hampshire,  20  and  1  and  35  and  3. 
New  Mexico,  76  and  5. 
New  Vork,  20  and  1  and  25  and  3. 
North  Carolina,  50  and  8. 
North  Dakota,  75  and  5. 
Ontario,  40  and  8. 
Oregon.  (1  and  7. 

Pennaytvania,  35  and  3  and  20  and  t. 
Qnebec,  40  and  3. 
Rhode  Island,  35  and  3. 
Sonth  Carolina,  50  and  3. 
South  Dakota,  75  and  5. 
Tennessee,  50  and  8  and  40  and  8. 
Texas.  75  and  5  and  50  and  8. 
Utah.  75  and  5. 
Vermont,  36  and  2. 

Virginia,  40  and  8,  80  and  8.  and  35  and  3. 
Washington.  $1  and  7. 


Q.  The  first  figures  cover  the  10  words  and  the  second  figure  ia  for  each  extra 
■word? — A.  Yes;  that  ia  right. 

Q.  (By  Mr.  Kennedy.)  What  is  the  date  that  schedule  was  in  effect?— A.  1897. 

Q.  Do  you  know  whetiier  the  same  schedule  ia  in  effect  now? — A.  Mr.  Clark 
made  tbe  atatement  that  in  New  England  the  rate  is  35  cents.  He  claimed  they 
had  a  bureau  sitting  continually  systematizing  and  revising  the  tariff,  bat  they 
do  not  revise  it  much.  They  arepaying  that  commission  an  enormous  salary  to 
do  nothing.  And  who  pays  it?  The  people  who  use  the  telegraph;  and  we  wonld 
like  to  have  the  general  pnblic  use  it  a  little  more  than  they  do.  Now.  I  have 
here  special  rates  for  newspapers,  but  I  do  not  know  whether  there  ia  any  ose  in 
my  oSeriUK  them. 

Q.  You  know  it  is  authentic? — A.  Yes;  I  suppose  it  is.  I  got  this  from  Mr. 
Marean  himself,  and  I  think  he  would  not  give  me  anything  that  was  not  right. 
The  special  rates  are  regulated  by  the  conuuercial  rates,  day  and  night.  Where 
the  commercial  rate  is  30  and  1  and  35  and  1,  the  special  rat«  ia  one-half  of  a  cent 
in  the  day  and  one-fotirth  of  a  cent  at  night;  where  the  commercial  rate  is  Sfl  and 
2,  80  and  2,  or  35  and  3,  the  special  rate  is  two-thirds  of  a  cent  in  the  day  and  one- 
third  of  a  cent  at  night;  where  the  rate  ia  40  and  8,  45  and  3,  or  50  and  3,  it  is  1 
cent  in  the  day  and  one-half  of  a  cent  at  night;  where  the  rate  is  60  and  4,  it  ia  11 
cents  in  the  day  and  twn-thirds  of  a  cent  at  night;  where  the  rate  is  75  and  6  the 
day  rate  is  1}  cents  and  the  night  rate  five-sixths  of  a  cent;  where  the  commercial 
rat«isSl  and  7  the  day  rate  is  2^  cents  and  the  night  rate  1^  cents.  I  think  that 
is  right. 

Q.  (By  Mr.  Farcjuhar.)  Is  there  any  farther  statement  you  want  to  make?— 
A.  After  Mr.  Roberts  makes  his  statement  I  enppose  I  could  add  anything  that 


A.  L.   BAITDALL: — GOVERNMENT  OWNERSHIP  OF  TELEGRAPH.       259 

might  come  to  my  mind.  There  are  quite  a  Qtunber  of  things  I  would  hke  to 
nutKe  a  statement  of,  but  I  can  not  just  call  them  to  mind.  I  would  like  to  read 
this.  It  is  from  Senate  Doc.  No.  65,  Fifty-sixth  Congress,  first  session,  page  60, 
speaking  of  franks.  That  was  touched  upon  when  Vice-Pteeident  Clark  was 
before  yonr  commission.     (Reading:) 

"  MisgoTemment  and  political  corruption  are  evils  to  which  the  private  tele- 
graph contribntes.  Long  ago  the  president  of  the  Western  Union  said:  '  The 
nanks  issned  to  Government  officials  constitute  nearly  a  third  of  the  compli- 
mentary business.  The  wires  of  the  Western  Union  Company  eitend  into  37 
States  and  9  Territories  within  the  limits  of  the  United  States,  and  into  4  of  the 
British  provinces.  In  all  of  them  our  properi:y  is  more  or  less  subject  to  the 
action  of  the  national.  State,  and  raonicipal  anthorities,  and  the  jndicions  nse  of 
complimentary  franks  among  them  han  been  the  means  of  saving  to  l^e  company 
many  times  the  money  value  of  the  free  service  performed.'" 

I  would  state  in  that  connection  that  when  ^r.  Kennedy  asked  Mr.  Clark  the 
question  here,  Mr.  Clark  said  that  it  was  a  mere  matter  of  courtesy;  notbhig  in 
it  at  all.  At  the  same  time  I  believe  Mr.  Kennedy  asked  why  the  company  did 
not  cat  these  franks  off,  and  all  the  answer  he  got  was  "  Why  don't  they  cut  the 
deadheads  off  at  theaters? ''  I  am  here  to  state  that  just  as  soon  as  a  man  becomes 
a  "  statesman  withont  a  job  "  he  doesn't  have  to  be  cut  off.  He  doesn't  have  his 
franks  after  that.  I  know  that  when  I  was  actively  enf^aged  in  the  agitation  in 
18M,  1895, 1890,  parties  came  to  me  and  sliowed  me  their  franks;  and  some  of 
them  have  since  been  left  off  for  the  reason  tliat  they  took  an  active  part  in  the 
agitation,  and  they  have  no  franks  now;  if  they  asked  for  them  they  could  not 
get  them.  Bat  they  did  not  used  to  have  to  ask  for  them  when  they  were  in 
office;  they  were  sent  to  them.  Yet  Mr.  Clark  did  not  know  anything  about  it; 
it  was  simply  a  conrtesy. 

During  the  strike  of  18SS  of  the  telegraphers  in  this  country,  the  largest  strike 
they  ever  did  have,  the  newspapers  asserted  their  independence.  They  came  out 
and  struck  for  Qovernment  ownerehip  and  operation.  It  oppressed  them  so  tiiat 
fhey  could  not  get  their  news.  I  have  a  tx>ok  here  that  is  loaded  down  with 
extracCe  from  newspapers  all  over  this  country,  where  the  newspapers  were  con- 
tending that  the  Government  could  and  ought  to  operate  the  telegraph,  making 
a  stronger  ar^ment  than  any  we  iiave  made,  or  than  is  made  in  this  document 
No.  OS,  notwithstanding  it  was  prepared  by  Professor  Parsons,  who  puts  up 
abont  as  strong  an  argument  as  any.  But  as  soon  ae  that  strike  was  settled  they 
had  to  go  right  back,  or  the  screws  would  be  put  on  them  and  they  would  lose 
the  news. 

There  are  one  or  two  other  things  here  on  page  59  of  this  same  document. 
Professor  Parsons  says  this  (reading) : 

"  No  person  or  corporation  should  have  the  xfwer  to  mold  the  daily  news  or 
exclude  any  paper  from  printing  it  on  equal  terms  with  its  I'ivals.  The  Western 
Union  and  the  Associated  Press  are  not  the  proper  ones  to  decide  whether  or  not 
a  new  paper  shall  be  started  or  an  old  one  depart  this  life.  The  Hucceas  of  a 
paper  should  depend  upon  ita  merit,  not  upon  the  favor  of  the  Western  Union  or 
ttie  assent  of  other  papers. 

"  It  is  a  good  thing  to  gather  the  news  to  a  central  point  and  edit  it  to  tlie 
country.  An  enormous  amount  of  useless  repetition  is  thereby  avoided  and  a 
better  distribution  of  news  secured.  But  very  carefol  provision  should  be  made 
to  secure  the  impartiality  of  snch  editing  and  distributing.  If  the  association 
were  open  to  all  newspapers  on  equal  terms,  and  the  editor  in  chief  were  elected 
by  all  the  newspapers,  each  casting  I  vote,  and  were  sworn  to  impartial  service, 
subject  to  removal  by  a  vote  of  dinsatisf action  on  the  part  of  15  or  20  per  cent  of 
the  constituent  papers;  if  any  paper  or  papers  choosing  to  pay  eiti'a  for  a  special 
representative  could  have  one,  entitled  to  a  seat  in  the  editing  chamber,  with  full 
access  to  all  materials  received  and  authority  to  add  a  supplement  to  the  chief's 
report  to  cover  important  matters  omitted  or  misstated  by  the  chief;  if  each  and 
every  paper  were  free  to  criticise  the  dispatches,  then  we  should  have  laid  the 
foundation  for  a  free  and  impartial  press.  The  very  presence  of  the  supplemental 
editors  would  probably,  as  a  rule,  prevent  the  necessity  of  supplemental  reports 
by  their  potential  effect  upon  the  chief's  report. 

"The  first  step  toward  the  establishment  of  an  unfettered  press  is  a  national 
telegraph  system,  carrying  the  news  or  renting  wires  at  very  low  rates  on  condi- 
tion of  impartial  editing  and  distribution  of  dispatches  on  some  such  plan  as  that 
outlined  above  or  a  better  one.  The  chains  of  the  allied  monopolies  will  thus  be 
broken  and  the  coordinate  growth  of  intelligence  and  cooperation  will  gradnally 
free  the  press  in  larger  and  larger  degree  from  the  limitations  placed  upon  it  by 
ignorance,  prejudice,  and  the  strife  of  competitive  business  and  politics.'' 
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I  gneee  I  will  close  my  Temftrke,  inasm'ach  as  it  is  getting  Iat«.  We  have  qait« 
a  number  of  other  things  here,  but  I  Buppoee  I  con  revise  this,  luid  anything  in 
that  oatore  I  can  add. 

Mr.  Fabqdhar.  Certainly:  yon  can  add  what  is  pertinent. 

(Testimony  closed.) 

EXHIBITS  IN  CONNECTION  WITH  MR.  RANDALL'S  TESTIMONT. 
Pot  a  Poatal  Telegraph. 

In  Senate  Doc.  65,  Ftfty-eixth  Congreae,  first  session,  page  S,  Professor  Parsons 
says: 

" '  The  postal  telegraph  may  be  all  right  in  Earope,  bnt  not  in  America.  We 
don't  wimt  to  imitate  the  monarchicalsystems  and  institntione  of  the  Old  World.' 
I  wonder  if  the  gentlemen  who  made  this  '  argument '  and  those  who  repeat  it 
refrain  from  using  the  mnltiplication  table  and  the  ten  oommandmenta  because 
they  are  in  vogue  in  Norway  and  Sweden,  Denmark,  Belginm,  etc.  Do  they 
abstain  from  wearing  clothes  Decansetfae  wearing  of  clothes  la  an  inetitntion  that 
exists  in  Rnssia?  Do  they  go  on  their  f uor  legs  for  fear  of  imitating  the  kings  and 
emperors  by  walking  on  two?  We  most  not  wear  overcoats,  or  neckties,  or  troa- 
sers— the  Qermans  oo  that.  It  was  very  dangerous,  wasn't  it,  for  ne  to  adopt  the 
idea  of  that  monarchial  Englishman,  Stephenson,  or  the  idea  of  that  imperial 
Dutchman,  Ontenberg,  and  it  will  be  equally  dangerous  for  us  to  adopt  the  idea  of 
the  despotic  Gladstone  that  the  telegraph  is  a  good  thing  in  a  jMWt-olSce,  won't  it? 
It  does  seem  as  though  fast  mails  would  be  as  valuable  and  sensible  in  a  repaUio  as 
in  a  monarchy.  France  thinks  so,  and  Switzerland,  the  most  democratic  country 
in  the  world.  New  Zealand  also,  and  the  States  of  Australia.  These  are  aU 
republics,  and  each  has  a  national  telegraph  system.  Wo  may  imitatfi  them  if 
you  insist  on  regarding  the  qnestion  aa  a  matter  of  imitation;  or  we  may  take 
England  as  an  example,  for  sne  is  in  ever^r  substantial  sense  as  real  a  republic  as 
the  United  States.  In  truth,  snch  objections  seem  foolish  and  weak,  and  must 
arise  from  very  careless  thinking,  Teddess  appeal  to  prejudice,  or  a  desperate  lack 
of  good  armament.  I  would  not  trouble  the  reader  with  a  refutation  were  it  not 
that  men  in  high  position  have  been  Imown  to  repeat  such  absurdities  and  give 
them  the  impetus  of  their  names,  whereby  InsidiouB  appeals  are  made  to  the 
thoughtless  prejudiceof  unenlightened  patriotism.  True  patriotism,  wide  awake, 
demands  for  America  all  ihat  is  good,  whether  it  originates  in  Europe  or  the  Fiji 
Idandfi.  In  the  case  of  the  telegraph,  however,  we  have  only  to  follow  the  lead 
of  onr  own  Qovemment  which  was  the  first  to  adopt  the  electric  telegraph  and 
establish  it  in  connection  with  the  poat-oflice,  where  it  would  have  remamed  to 
this  day  had  it  not  been  for  the  power  of  private  capital  and  the  weakness  of  some 
of  our  legislators  and  the  fwlure  of  others  to  foresee  the  enormone  value  of  the 
tel^raph. 

" '  It  will  put  the  Government  into  the  field  of  private  enterprise.'  Well,  that 
is  what  the  people  have  been  doing  since  the  dawn  of  civilization.  Defense  was 
once  dependent  entirely  on  private  ent«rpriBe;  so  were  education,  justice,  preven- 
tion and  punishment  of  crime,  guarding  against  disease,  care  of  the  sick,  extin- 
guishment of  fire,  manufacture  of  the  weather,  transmission  of  intelligence,  etc. 
The  people  have  put  the  Government  into  the  field  formerly  occupied  by  private 
enterprise,  because  they  have  become  aware  that  the  (Government  could  do  liie 
work  better  than  pi  ivate  entertirise.  In  the  present  case  of  the  telegraph .  how- 
ever, the  quoted  words  at  the  head  of  this  paragraph  are  not  stricuy  true.  It 
would  have  been  more  accurate  to  say  of  the  postal  telegraph,  '  It  will  put  the 
Government  into  the  field  of  despotic  monopoly.' " 

The  witness  also  submitted  the  following: 

Again  in  Senate  Doc.  65,  Fifty-sisth  Congress,  first  session,  pages  9, 10, 11: 

"  Postmaster-General  Biseell  devotes  three  pages  ti>  the  subject  in  his  report  tor 
1804.  He  opposes  a  postal  telegraph.  He  thinks  it  wonld  cause  a  deficit  and  be 
productive  of  ■  wrangling  and  jealousy '  through  the  '  limitleBS  diffloulty  of  deter- 

.......  _■ j.__  — 1:._  — J >  ^f  service  that  should  be  accorded  to 

s  hard  to  see  why  the  introduction  of 
electric  mails  sbould  cause  any  more  wrangling  and  jealousy  between  different 
sections  of  the  country  or  any  more  trouble  in  distributing  the  service  than  the 
introduction  of  steam  mails  or  the  adoption  of  the  free-delivery  system.  Give 
fair  facilities  to  all  and  better  facilities  where  the  amount  of  business  warrants 
it.  The  test  of  population  and  business  done  determines  the  distribution  of  serv- 
ice now  without  the  slightest  diScaltv  and  would  do  so  just  the  same  if  the  funo- 
tioDH  of  lh:ip<Mt-ofBoe  were  multjplieo  a  hundredfold.  As  to  the  deficit,  Mr.  Bis- 
selKbawahii)  belief  on  the  assertion  that  the  English  postal  telegraph  does  not  pay 
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its  oper&tiiiK  ezpenaes.  Thu  is  not  true,  bat  if  it  were  the  conclusion  of  Mr.  Bie- 
sell  would  not  follow.  If  it  ia  good  lope  to  eay  •  England  has  a  deficit  on  its  postal 
telegraph,  therefore  the  Unit«d  States  wonlil  have  a  deficit  on  its  postal  tele- 
graph,' then  it  is  good  logic  to  say  '  France,  Switzerland,  Sweden,  Belginm,  and 
"other  conntrieB  realize  a  profit  on  their  poetal  telegraph,  CberefOTe  the  United 
States  wonld  make  a  profit  on  the  postal  telegraph.'  Aa  already  remarked,  the 
statement  of  the  PoatinaBter-General  in  respect  toEngland  is  not  true,  tiiongh  he 
doubtless  thought  it  was.  He  says,  on  page  48  of  the  report  for  18M,  that  the 
interest  on  the  English  telef^raph  investment  for  the  year  1893  was  $1,455,584. 
'In  the  operation  oif  the  service  there  was  a  farther  loss  of  $811,741.' 

"  The  report  of  the  English  postofflce  for  1898  showed  that  there  bad  been-a 
large  extension  of  lines  to  life-saving  stations  and  other  points,  67it  new  offices  in 
all.  I  anspected  that  the  cost  of  new  constrnction  had  been  included  in  the 
■  ezpenditoree '  aaenmed  by  Mr.  Bissell  to  be  operating  expenses,  so  I  wrote  to  the 
English  poatmaeter-generaJ,  and  here  are  the  fignres  he  sends  me  for  1893: 

Total  receipts , __ £3,036,812 

New  pnrcluwe  and  construction  .._ _ 185,609 

Operating  expenses _._ 2,507,385 

Total  expenmtnre 3,693.894 

Net  profit  on  operation 18,  B37 

Interest 398,888 

"  So  there  was  a  net  profit  on  operation  of  S91.6S5.  I  snppoee  someone  who  looks 
at  the  Inmp  sums  of  the  EngUsh  poBtmaster-geneTal's  report  for  1893-94  and 
does  not  think  of  inqairing  about  the  items  will  be  telling  someone  that  there  was 
a  deficit  in  operation  of  almost  a  million,  whereas  the  itemized  acconnt  shows 
that,  taking  ont  the  cost  of  new  construction,  there  was  a  net  profit  of  ti88.850. 
In  1890  the  net  profit  was  $1,451,330.  in  1887  it  was  |443.430,  in  1681  It  was 
$2,257,315.  in  1875  it  was  $435,875.  in  1873  it  was  $568,995;  such  are  some  of  the 
figrires  taken  at  random.  The  profit  varies,  bnt  ever^  year  from  1894  back  to  the 
first  report  in  1871,  shows  a  considerable  net  profit  m  the  operation  of  thetele- 
gnwb.  In  the  last  3  years  and  the  G  years  from  1884  to  1888  the  surplus  was  not 
sufficient  to  defray  the  cost  of  new  construction  or  extensions;  bat  in  each  of 
the  other  16  years  the  net  profit  was  a  good  deal  more  than  sufficient  for  this  pnr- 
pqee;  the  eicesa  after  paying  for  all  extensions  rising  in  some  years  as  high  as  a 
million  and  a  half  of  dollars.  Prom  Pebraary,  1870.  down  to  the  present  time 
the  actual  cash  received  for  postal -telegraph  service  In  England  nas  paid  all 
oi>erating  expenses  and  all  cost  of  extensions,  new  purchase,  and  coostraction. 
and  tamed  into  the  treasory  a  net  profit  of  $0,683,610  besides  rendering  free  serr- 
Ices  to  other  departments  of  the  Government  which  at  regnlar  rates  wonld  have 
amounted  to  $1,860,450.  As  we  shall  see  hereafter,  the  English  poet-ofOce  has 
sent  the  telegraph  into  thonsands  of  rural  districts  where  the  private  companies 
did  not  and  woald  not  go,  has  established  rates  that  are  several  fiights  of  stairs 
below  ours,  and  adopted  the  policy  of  raising  the  salaries  of  employees  every  year 
In  a  ratio  of  3  to  3  per  cent.  In  spite  of  all  this  the  operating  account  shows  the 
gratifying  reaolts  above-mentioned — a  financial  as  well  as  a  social  success.  Yet 
the  erroneons  statement  of  Mr.  Bissell  will  donbtlees  be  quoted  by  persons  oppos- 
ing the  postal  telegraph  withont  stopping  to  Investigate  its  truth. 

"As  to  capitalization  and  interest,  we  do  not  need  to  follow  in  the  footsteps  of 
the  English  post-office.  We  should  not  pay  several  times  the  value  of  existing 
lines  if  we  hnv.  nor  go  into  debt  if  we  boild.  The  whole  matter  can  be  managed 
without  a  dollar  of  taxation,  as  will  appear  hereafter,  and  our  nystem  can  rendt  r 
good  service  at  very  low  rates  and  still  make  a  profit.  Even  if  the  English  depart- 
ment had  not  made  a  profit  in  1893.  it  would  not  follow  that  it  must  keep  on  at  a 
loss,  for  its  history  shows  that  the  salvias  is  small  one  year  and  large  the  next,, 
moving  up  and  down  in  an  irregalar  line.  Even  if  the  English  department  made 
aloes  every  year  it  woald  not  follow  that  we  should  do  the  same, for  we  need  not 
carry  the  press  dispatches  at  rates  not  onl^far  below  onrs,  bnt  considerably  below 
cost  aa  England  does.  And,  finally,  even  if  a  good  postal-telegraph  system  in  the 
United  States  should  be  operated  at  a  loss  (which  need  not  be),  still  it  would  lie 
no  argnment  against  its  adoption  nntil  it  were  shown  that  its  vast  benefits  were 
not  worth  the  expense.  And  Postmaster-General  Bissell  ahonld  be  the  last  one  to 
raise  snch  an  objection,  for  on  the  first  page  of  this  very  same  report  of  his  I  find 
these  words  about  the  Poat-Offlce  Department:  '  It  can  not  and  shonld  not  stop  to 
consider  little  economies.  It  must  needs  exert  itself  to  the  utmost  to  secnre  the 
beet  possible  results  in  the  way  of  celerity,  accuracy,  and  secnrity  in  the  dispatch 
of  the  mails,  and  withont  spanng  any  reasonable  expenditures  in  that  behalf. ' " 
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AnderBOn'B  Kachine  Telegraph. 
The  witneea  submitted  also  the  following: 

DESCRIPTION  OF  ANDEBSOK'a  HACHINB  TBI.BOBAPH. 

IFrom  Hrnale  Doc.  66,  Fi(ty-^ith  Congiew.] 

"The  Anderson  automatic  has  transmitted  and  recorded  in  perfectiy lefpble 
charoctereS.OOOwords  per  minute  between  New  York  and  WaehinKton.  951  miles, 
over  a  componnd  copxwr  and  ateel  wire  of  much  smAller  canyine  capacity  than 
the  No.  4  copper  wire,  which  would  be  used  in  coustructinK  the  new  system 
according  to  the  plans  of  the  inventor.  It  has  carried  BOO  words  per  niinat«  over 
a  similar  compound  2-ohin  wire  1,027  miles — from  New  York  to  Chicago;  and  it 
has  carried  from  Jersey  City  to  Philadelphia  1,500  words  per  minute.  IK)  miled, 
over  a  single  email  iron  wire  of  a  reaixtance  of  35  ohma  per  mUe,  or  more  than  30 
times  the  resistance  of  a  No.  4  copper  wire.  Over  an  experimental  line  8,000 
words  per  minnte  have  been  recorded  hy  this  syatem.  By  the  hand  method  the 
highest  speed  that  an  expert  telegrapher  can  attain  is  about  45  words  a  minute, 
and  ordinarily  15  to  35  words  per  minut«  is  all  that  can  be  expected.  With  the 
quadruplez  and  four  opeTators  at  each  end  of  the  line  60  to  80  words  a  minnte 
may  be  sent  over  one  wire,  but  the  average  is  about  50  words  per  minute;  so  that 
the  Anderson  automatic  makes  one  wire  the  equivalent  of  40  to  100  of  the  ordi- 
nary Morse  circnita  in  nse  by  the  Westom  Union,  or  10  to  30  of  its  qnadrupleied 

"Mr.  W,  E.  Atheam,  a  very  high  authority,  formerly  chief  electrician  of  the 
Baltimore  and  Ohio  Telegraph  Companjr,  thoroughly  tested  the  An  demon  system, 
and  says:  "With  a  1-ohm-per-mile  resistance  hard-drawn  copper  wire,  strung 
npon  well-set,  anbatantial  poles,  the  tests  justify  the  belief  that  much  more  than 
1,000  words  per  minute  could  be  reliably  telegraphed  in  all  weathers." 

In  respect  to  cost  of  transmission  with  the  Anderson  automatic,  Mr.  Atheam 
says:  "A  careful  appro2imat«  estimate  of  the  cost  of  telegraphing,  complete, 
1,000  words  from  New  York  to  Chicago,  including  perforating,  transmitting, 
copying  by  typewriter  at  the  receiving  station,  with  liberal  allowances  for  cost 
of  labor,  dtationery,  chemii:alB,  etc..  is  about,  but  rather  nnder,  50  cents.  The 
present  rates  of  the  Western  Union  Telegraph  Company  for  telegraphing  a  buai- 
seas  measage  of  1,000  words  from  New  York  tci  Chicago  are  npward  of  jdO." 

Mr.  P.  B.  Delany,  the  great  inventor  of  the  multiplex,  says:  "At  Philadelphia, 
on  Monday,  the  32d  of  February.  1892, 1  saw  1.500  words  per  minute  received 
from  Jersey  City,  in  perfectly  plain  Morae  characters,  by  the  Anderson  system  of 
machine  telegraphy.  The  line  used  was  an  iron  wire  with  a  resistance  of  abont 
23  ohms  to  the  mile,  or  equivalent  to  double  the  length  of  an  ordinary  telegraph 
circuit.  Judging  from  the  character  of  the  work.  2,000  words  per  minute  might 
have  been  received  if  the  transmitting  machine  at  Jersey  City  had  been  gewred 
up  to  that  speed.  There  mil  be  no  difficulty  whatever  in  working  at  a  speed  of 
1,000  words  a  minute  between  New  York  and  Chicago." 

Mr.  D.  H.  Bates,  once  of  the  Western  Union  management,  and  afterwards  presi- 
dent and  ;;eneral  managir  of  the  Baltimore  and  Ohio  Telegraph  Company,  exam- 
ined thesyateminiaWat  the  request  of  the  Poslmiister-General.  He  says:  "The 
effect  of  the  arrangement  ia  to  insure  great  si>ei'd,  great  accuracy,  and  lembility 
of  the  record  at  the  receiving  station,  absence  of  all  errors  except  those  inliereut 
in  the  line  itself,  and  the  presence  of  line  faults  may  be  instantly  detected.  Two 
large  copper  wires  could  accommodate,  by  means  of  the  machine  telegraph,  all 
that  8  or  10  similar  wirei  could  handle  by  meann  of  the  quadraplex,  the  work 
being  as  well  done  and  with  a  saving  of  one-third  in  the  number  of  operators  and 
clerks." 

Mr.  P.  N.  Gisborne,  electrician  and  general  anperintendent  of  the  government 
telegraph  line.^  of  the  Dominion  of  Canada,  told  the  Royal  Society  of  Canada  in 
May.  1891,  that  the  Anderson  system  had  accomplished,  in  a  perfectly  practical 
way,  the  aj'tonishing  feat  of  telegraphing  3,000  words  a     '      '  ... 


351  mUpH  long,  and  800  words  a  minute  over  a  circuit  of  1 ,027  miles  in  a  heavy 
'  rm.    Wherefore,  3  wires,  operated  by  the  Anderson  system,  were  proved 
a  capacity  more  than  equal  to  30  wires  operated  by  the  quadruplea 


tern  in  general  use  by  the  American  companies  (the  Western  Union  is  supposed 
to  have  qnailruiilexed  about  75,000  miles  of  its  wire),  which  represent  80 ordinary 
Horse  telegraph  circnits,  and  require  160  skilled  ojierators  at  the  terminals  and 
20  workers  to  attend  the  repeaters  at  halfway  stations  between  New  York  and 
Chicago.    Mr.  Qisbome  also  said  it  was  clear  that  100  words  conld  be  telegraphed 
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1.000  milee  for  25  cents  and  yet  ftllow  a  Urge  profit  to  the  telegrajili  compauiee. 
The  decrease  in  the  cost  of  line  and  ite  maintenance  by  the  snbstitutton  of  the 
Anderson  aystem  for  present  methodfl  wonld  be  enormone,  to  say  notMng  of  the 
far  mailer  nnmtfer  of  operstois  and  inetmments  lei^tiired. 

"  The  Montreal  Gazette  of  June  18, 1891,  commenting  on  Mr.  Qisbome'8  addreee, 
said  that  he  had  shown  how  recent  improvements  in  automatic  telegraphy  made 
It  possible  to  compete  anccessf  ally  with  the  postal  service  for  the  carriage  of  let- 
ters, thus  emphasizing  the  freanently  ezprewed  opinioti  that  the  time  is  ripe  for 
the  complete  combination  of  tne  two  aerVicee  in  the  hands  of  the  poetal  anthori- 
ties. 

*'  The  method  of  operation  is  simple.  The  message  is  perforated  on  a  strip  of 
paper,  which  is  pat  into  the  transmitter  and  passes  nnder  metal  points.  At  each 
perforation  these  points  pass  through  the  paper  and  close  the  circuit  for  a  length 
of  time  corresponding  to  the  length  of  the  perforation.  At  the  receiving  end  the 
closing  of  the  circnit  makes  a  pmssian-blas  stain  on  a  moving  ribbon  or  sheet 
chemically  prepared  for  the  purpose. 

"  The  perforating  machine  is  as  simple  and  efficient  as  an  ordinary  typewriter, 
andean  oe  operated  with  the  same  ease  and  speed  (1.800  to  3,000  words  per  hoar). 

"The  page  and  line  recorder  prints  the  message  on  a  letter  sheet  about  ten 
words  to  the  line,  and  is  a  great  improvement  over  the  paper  ribbons  for  record- 
ing long  messages ,  letters,  or  news  reports.  So  says  Mr.  Atheam,  and  Mr.  Bates 
says,  "The  page  and  line  recorder  marks  a  long  step  forward,  and  its  use  removes 
one  of  the  cnief  obstacles  heretofore  barring  the  way  to  full  success  in  antotele- 
gra^c  transmission." 

"The  bnsiaesB  men's  composinK  machine  enables  any  person  after  a  little  prac- 
tice to  perforate  a  meesage  for  t^graphing  as  qnickly  as  it  could  be  written  with 
a  pen  or  typewriter  (a  perfect  copy  of  the  message  for  the  office  file  being  simul- 
taneonsly  printed  in  Roman  characters).  The  ose  of  this  composer  would  con- 
siderably lessen  the  cost  of  telegraphing  and  wonld  shorten  the  time  required  to 
^  a  message  under  way,  the  message  being  ready  for  the  antomatic  transmittei' 
the  moment  it  is  written  and  stamped,  thus  avoiding  even  an  instant's  delay. 
The  reading  of  the  message  and  coanting  of  the  words  by  the  operator,  taking 
the  money.  et«.,  uses  up  many  instants  with  oar  system.  Then  the  transmission 
is  SO  to  100  times  more  rapid  than  that  in  general  nse  to-day,  and  at  the  other  end 
the  attendant  does  not  have  to  write  ont  the  messt^^e,  but  sends  it  at  once  as  it  is 
printed  by  the  machine,  if  it  is  a  quick  delivery  message,  or  talks  it  throagh  the 
telephone  i^rectly  to  the  addressee. 

"  Where  the  traffic  is  large  the  automatic  effects  a  great  saving  in  cost  of  con- 
stmction  as  wdl  as  in  cost  of  operation.  A  single  line  of  haia-drawn  copper 
wire  No.  4  with  the  automatic  is  more  than  able  to  do  the  work  of  ten  wires  of 
the  best  quadruplei  systems  (300,000  words  or  10.000  messages  of  30  words  in  H 
hours) ,  yet  the  cost  of  the  single  copper  line  is  less  than  half  the  coat  of  a  good 
10-wire  galvanized  iron  qnadruplez  ontflt.  The  repairs  and  battery  ezpenses  of 
the' automatic  line  are  little  if  any  more  than  a  tentn  of  the  corresponding  main- 
tenance expenses  of  the  10-wire  quadruplex.  The  10-wire  quadruples  needs  80 
first-class  operators;  and  on  a  line  like  that  from  New  York  to  Chicago,  at  least 
5  repeaters  wonld  be  required  at  Buffalo— 85  operators;  the  equivalent  automatic 
line  would  need  2  operators,  2  helpers,  and  IM)  jjerforators  (if  the  messages  all 
came  nnprepared;  so  far  as  they  were  prepared  in  the  offices  of  the  senders  the 
need  for  perforators  at  the  telegraph  office  wonld  cease) .  4  to  32  workers  against 
85  workers  with  the  quadruples,  to  handle  the  same  traffic  in  each  case.  With 
an  S-honr  shift  for  the  workers  the  cost  of  transmitting  basiness  under  con- 
sideration wonld  be  about  0  cents  per  message  of  30  words  by  quadruple!,  and 
about  1  cent  per  message  of  'M  words  by  automatic,  or  one-half  cent  a  message  if 
the  perforating  were  done  by  the  sender. 

"  The  number  of  letters  [Mssing  daiiy  between  New  York  and  Chicago  is  said 
to  be  about  40,000,  and  the  telegrams  8,000.  If  letters  were  telegraphed  at  a  low 
rate  between  these  points,  a  vast  number  of  missivee  from  snrronndinK  regions 
would  cluster  to  them  to  save  a  day  in  transit,  and  the  total  might  soon  oe  nearer 
100,000  than  40,000.  Suppose,  however,  that  in  each  24  hoars  onlj^  7,000  letters 
were  to  be  telegraphed,  averaging  100  words  each,  and  8,000  averaging  200  words 
each.  A  careful  estimate  based  on  considerable  practical  experience  with  the 
Anderson  automatic  shows  that  the  cost  of  transmission  of  the  800,000,000  words 
of  trafdc  per  year  would  be  about  {300,000,  or  less  than  4  cents  per  100  words. 
including  labor,  materials,  repairs,  and  interest  on  the  actual  investment. 
Wherefore  it  appears  that  if  a  5-cent  telegraph  stamp  were  added  to  a  100  word 
letter  alongside  of  the  ordinary  itcent  postage  stamp,  the  T  cents  would  more 
than  pay  for  handUng  in  the  mails  and  for  transmission  by  telegraph  between 
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the  two  great  centers  nearest  the  origin  and  destinBtion  of  the  letter.  As  the  a- 
cenl  poa&ge  pays  doable  tbe  present  cost  of  handling  letters  (Poetmaster-Oen- 
eral's  Rept.  19S2,  p.  52) ,  and  the  antomatic  Iransmisaion  figures  less  than  4  cents, 
it  is  clear  that  5  centd  wonld  cover  the  total  actual  cost,  mail  service  and  ^1, 
between  New  York  and  Chicago.  It  would  not  falljr  pay  for  transmission  from 
Now  York  to  San  Francisco;  it  would  more  than  pajj  for  such  transmission 
between  Boston  and  New  York,  Boston  and  Philadelphia,  New  York  and  Phila- 
delphia, Now  York  and  Washington.  New  York  and  Uhicago,  Washington  and 
Chicago,  etc.,  making  the  average  trrrok-lino  transDUssion  Less  than  5  cents  for 
the  entire  country.  If  the  measages  were  perforated  by  the  sender  and  the 
automatic  record  sent  to  the  addressee  without  copying  into  roman  characters, 
the  total  coHt  of  transmission  per  100  words  would  be  less  than  half  of  S  cents. 
As  the  automatic  woa  extended,  and  the  postal  telephone  and  multiplex  netted 
the  country  more  and  more,  messages  wonld  go  to  and  from  the  antomatic  trank 
terminals  by  these  means  instead  of  via  the  mail  bag.  The  atTat«gic  point,  how- 
ever.is  the  automatic  tmnk  line  for  telegraphing  letters  long  dietancea  instead  of 
sending  them  by  mail.  That  is  the  thing  of  all  others  that  the  poet-ofi^e  should 
aim  to  do  at  once. 

'-A  boainess  of  800  million  words  per  annum  could  be  transacted  on  two  No.  4 
wires  mnning  considerably  below  their  capacity — estimating  the  capacity  at  the 
most  moderate  figure  suggested  by  the  eii»riments,viz,  800  to  1,000  words  amin- 
nte.  It  may  be  interesting  to  state  that  it  is  estiniated  the  transmission  of  the 
same  trafBcby  the  Western  Union  qaadmplei  would  coat  aboat  18  or  20  cents  per 
100  words— actual  cost,  I  mean,  including  intei-est  on  the  real  investment.  The 
special  telegraph  messenger  servio<>  is  not  included  in  any  of  these  estimateH.  The 
Western  Union  Bay»  that  costs  3  cents  a  message.  (Bingham  Hearings,  Green, 
p.  60.) 

"A  full  account  of  the  Anderson  system  with  detailed  data  of  cost  of  constrnc- 
tion  and  operation  will  be  fonnd  in  a  brochure  entitled  Machine  Telegraphy,  by 
W.  L.  Craig;  M.  B.  Brown,  printer,  4B-57  Park  place,  New  York,  1895.  The  data 
of  pages  38  and  39  allow  interest  on  the  real  investment,  while  those  of  page  27  are 
made  npon  the  ordinary  private  corporation  plan  with  large  dividenda  on  watered 
stock.  Receiving  copyists  and  rent  are  also  included  in  pages  S6  and  27,  bat  not  in 
the  estimate  of  p<ige  28.  1  have  included  copyists  but  not  rent  either  in  figarin^ 
the  antomatic  or  the  Western  Union  cost.  There  would  be  substantially  no  addi- 
tion for  rent  in  a  postal  Byst«m,  and  even  if  allowed  for  at  private  rat«s  it  would 
amount  to  less  than  half  a  mill  per  100  words  automatic.  The  book  figures  on  an 
8-hour  day  for 'employees  and  allows  $50  to  $80  a  month  wages  per  employee.  Its 
estimates  of  the  cost  of  operating  the  quadruples,  and  the  cost  of  construction  of 
the  copper  and  the  iron  quadruplei  lines,  are  all  too  high,  according  to  other 
engineeringauthoritieeanathetestimony  before  Congressional  committees  already 
cited.  In  the  above  statement  I  have  given  the  corrected  data  in  these  respects. 
The  letters  and  reports  of  Messrs.  Atheam,  Delany,  D.  H.  Craig,  and  F.  N,  Gis- 
borne  may  be  found  in  the  same  book. 

"Since  writing  the  above  I  have  received  Senate  Doc.  291,  May  26,  1896,  con- 
taining the  testimony  of  P.  B.  Delany  before  the  Butler  Committee  on  Post-Offices 
aud  Post-Roads,  Fifty-fourth  Congrees,  first  session.  May  13  and  20, 1890.  The 
great  inventor,  with  charming  modesty  and  open  mindedness,  says  nothing  about 
bis  own  services  to  the  science  of  telegraphy,  but  urges  most  powerfully  the  claims 
of  the  automatic.  whi::h  is  chiefly  the  work  of  others. 

"He  says  in  enbstance  that  with  plenty  of  wires  a  single  short  message  can  be 

--'  ' —  ■- — '  -1-—' --1-1 1 —  -1 v^jjg  system,  but '  if  the  message  is  a 

to  transmit,  it  might  take  two  days 
a  sufficient  number  of  perforators, 
.  ._ _  a  few  minutes,  the  machine  system  afford- 
ing the  same  capacity  as  70  to  170  circuits  worked  by  the  present  Morse  sys- 
tem. •  •  •  For  the  great  bulk  of  telegraphic  correspondence  the  hand  method 
is  inadequate,  slow,  ana  expensive.  •  •  •  The  hignest  avera^  of  transmis- 
sion over  a  single  wire  by  the  quadruples  was  about  50  words  a  mmnte.  Now  it 
is  practicable  to  telegraph  3,500  words  a  minute  between  Washington  and  New 
York  and  1,000  words  a  minute  between  New  York  and  Chicago,  while  the  telo- 

Ehone  carries  spteech  1,500  miles.  •  •  •  Last  October  (1895),  over  an  actual 
ne  having  but  130  pounds  of  copper  to  the  mile  {Philadelphia  to  Harrisbarg  and 
return).  216  miles.  940  words  a  minute  were  plainly  recorded,  the  current  used 
being  120  volts.  The  triiil  was  made  over  the  lines  of  the  Pennsylvania  Railroad 
Company,  from  the  Broad  street  station,  and  was  conducted  in  the  presence  of  a 
board  of  well-known  electrical  experts.  With  this  system  8,000  words  a  minute 
have  been  recorded  over  an  experimental  line,  which  shows  the  posaibiJity  of  the 
latest  development  in  machine  telegraphy.' 
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"  The  inventor  gav«  the  committee  an  estimate  on  the  construction  iwd  opera- 
tion of  an  satomatic  line  from  New  York  to  Chicago,  as  follows: 

Conttrucliaa  per  tttile,  S-toire  line. 

85  polea,  80-foot,  at  »4_ .__.        $140.00 

Setting  poles,  at  11.60    .  - 03.50 

Total  for  poles - 102.50 

Cross-arms,  pine,  and  inanlators,  at  55  cents 19.35 

3  copper  wires,  850  ponnds  each  per  mile,  at  15  cents  per  pound _  300.00 

1  iron  wire,  600  ponnds  per  mUe 85,00 

Stringing 8  wires,  $7 per  mile _._ ...  31.00 

Incidentals 37.35 

Per  mile,  2  copper  and  1  iron  wire 550.00 

1,000 miles ..- 660,000.00 

Complete  equipment,  apparatus,  famishing,  etc 60,000.00 

Total _ _ 800,000.00 

"The  vast  difference  between  this  sort  of  coustmction  and  Western  Union  lines 
will  be  appreciated  when  yua  know  that  the  Weetem  Union  nses  little  cooper  and 
that  the  iron  wire  it  uses  weighs  abont  130  ponnds  to  the  mile.  The  line  aescribed 
by  Mr.  Delany  would  be  mncn  more  expenffl-ve  than  the  lines  considered  in  Part 
In,  bnt  not  so  mnch  more  costly,  I  believe,  as  the  inventor's  figures  wonld  indi- 
cate. Twelve  men  can  set  from  24  to  80  poles  a  day  (Telegraph  Constraction,  by 
J.  C.  Donglas,  p.  a63) ,  according  to  soil  and  method  and  size  of  hole.  Fifty  cents 
each  for  sotting  shonld  be  a  samcient  allowance  for  actual  cost,  and  contractors 
are  eager  for  the  work  at  $1  apiece.  For  the  cost  of  poles  themselvee.the'WeHterQ 
Union  told  the  Census  Bureau  that  its  poles  cost  $1  each.  The  Western  Union 
has  contracts  with  many  railroads  that  relieve  it  of  freight  rates;  bnt  this  was 
not  the  case  with  the  construction  described  in  Part  III,  note  13,  where  the  fig- 
nres  show  that  the  entire  coat  of  poles  could  not  have  exceeded  (2  each,  althongn 
they  were  hauled  long  distances.  Two  dollars  per  pole  laid  at  the  holes  is  what  the 
telegraph  builder  figures  in  the  Blair  Hearings,  volume  1 ,  page  146,  and  he  says  his 
estimate  is  high.  The  estimate  takes  copper  wire  at  15  cents  a  pound,  but  it  is 
quoted  at  that  in  ordinary  purchases  by  retailers  from  wholesalers — 28  cents  retail 
selling  price,  45  per  cent  oB  wholesale  price  to  retail  dealer  in  ordinary  sized  pXkTr 
chase  of  a  few  hundred  pounds.  Larger  buyers  get  a  13-cent  rate,  and  a  purchase 
of  1.600.000  pounds  ought  to  be  made  at  11  or  12  cents.  A  year  ago  even  small  pur- 
chases could  be  made  at  that  rate.  The  iron  is  figured  right,  but  the  stringing  is 
too  high.  Five  dollars  a  mile  of  wire  is  ample.  (See  figures  in  Blair,  I,  p.  147, 
dedncting  the  cost  of  setting  poles. ) 

"Passing  from  the  construction  account  with  the  impression  that  it  is  too  high, 
we  come  to  the  cost  of  operation.  Calculating  at  the  minimum  average  of  800 
words  per  minute,  or  1,600  for  the  two  wires,  Mr.  Delany 's  data  place  the  cost 
per  message  of  70  words  from  New  York  to  Chicago  at  4^  cents, inclnding  interest 
on  his  constmction  acconnt  and  every  expense  but  postage,  which  ought  not  to  be 
over  1  cent.  If  the  sender  does  his  own  perforating,  and  the  message  ia  sent  to  ~ 
the  addressee  in  Morse  characters,  the  cost  of  transmission  would  be  a  trifle  over 
li  cents  per  message  of  70  words,  or  2i  cents  a  hundred,  not  including  postage. 
ITiis  is  not  probably  below  the  truth,  for  the  tendency  of  the  witness  was  to  make 
his  estimates  of  operation  high  as  well  as  his  estimates  of  construction — a  tendency 
plainly  manifest  in  his  ^ving  the  perforators  a  speed  of  about  15  words  a  minnte, 
which  is  far  within  their  practical  capacity. 

"In  the  Electrical  Engineer  for  September  4,  1805,  there  is  an  estimate  of  cost 
by  Delany  which  runs  a  little  lower  than  the  one  he  gave  the  Butler  committee 
in  May,  18B6,  viz,  3.6  cents  per  message  of  50  words  from  New  York  to  Chicago, 
incluaing  interest  and  omitting  postage.  This  agrees  substantially  with  Mr. 
Atheam^  data.  The  article  laiit  referred  to  says  that  between  New  York  and 
Philadelphia  a  siagle.wire  with  300  pounds  of  copper  to  the  mile  will  carry  8,000 
words  a  minute,  and  the  automatic  will  record  them  in  dots  and  dashes  as  sharp 
as  an  en^aving.  To  do  this  by  hand  would  take  88  wires  worked  qaadraplei,  or 
ISS  circuits  at  nearly  20  words  a  minute,  which  every  telegrapher  will  admit  is 
too  high  an  average  for  quadruplei  circuits.  Over  an  iron  wire  850  rounds  to 
the  mile,  which  gives  60  words  a  minute  qaadm))lexed.  the  automatic  ^.  ill  carry 
8,000  words  a  minute  between  New  York  and  Pliiladelphia." 
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Wasmikoton,  D,  C,  ApHi  17,1901. 

TEBTEHOHT  OP  HB.  P.  C.  EGBERTS, 

Member  International  Typographical  Union  Telegraph  Comvtittee. 

The  commission  being  in  Bession,  at  4.20  p.  m.  Mr.  F.  C.  Roberts  was  intro- 
duced as  a  witness,  and,  bein^  first  duly  sworn,  testified  as  follows: 

Q.  (By  Mr.  FAitqimARj  Oive  yonr  name  and  address  and  occupation  to  the 
stenographer.— A.  F.  C.  Roberts,  SOS  New  Jersey  avenne,  Washington;  occnpo- 
tion,  compositor. 

Q.  Bow  long  have  yon  been  a  member  of  the  legislative  committee  of  the  Inter' 
national  Typographical  Union? — A.  I  think  about  S  years. 

Q.  Have  you  any  remarks  in  printed  or  written  form  that  you  would  like  to 
present  to  the  commiseion  before  any  queationa  are  asked? — A.  I  have  a  State- 
ment'^spared  I  would  like  to  submit. 

Q.  The  commiseion  would  like  to  hear  it  now. 

Mr.  Roberts  read  as  follows:  I  do  not  think  it  necessary  to  argue  bef(n«  or  to 
urge  npon  the  commission  the  right  of  the  Qovemment  to  own  or  to  operate  ft 
^etem  of  telegraphy  in  our  own  country.  It  seems  to  me  that  our  own  Po^ 
Office  Department  is  the  best  argament  and  the  best  evidence  that  the  Govern- 
ment has  the  right  to  construct,  to  own,  and  to  operate  that  means  of  oommnni- 
cation.  Surelvif  theOovemment  has  the  right  to  transmit  yonr  lettersitcan 
not  bedenied  tue  right  to  handle  your  telegrama. 

In  1866  the  Western  Union  Tele^aph  Company  practically  conceded  the  right 
of  the  Government  to  either  construct  a  new  system  or  to  purchase  its  syst«m  of 
telegraphic  communication  in  the  United  States,  and  merely  asked  that  Congrras 
should  permit  that  company  to  operate  for  at  least  the  term  of  5  years,  in  order 
that  the  large  capital  invcKted  in  its  pliint  might  not  be  ruthlessly  destroyed  with- 
out an  adequate  return  to  those  who  bad  placed  their  earnings  and  savings  therein. 
So  much  has  been  said  and  written  on  this  subject  by  many  of  the  ablest  writes 
of  this  a^  that  it  seems  a  waste  of  time  and  labor  to  lay  before  this  commission 
any  additional  evidence  to  sustain  us  in  our  arguments.  But,  as  a  member  of  the 
committee  appointed  by  the  International  Typographical  Union,  there  is  onepar- 
ticular  feature  about  the  present  system  of  the  Western  Union  Telegraph  Com- 
pany that  our  committee  would  like  to  call  yonr  attention  to,  because  it  works 
an  injury  to  the  members  of  our  organization.  Does  anyone  believe  that  if  the 
Qovemment  had  charge  of  the  telegraph,  as  it  has  of  the  post-office,  such  a  com- 
bine as  the  Associated  Press  would  oe  m  existence  to-da^?  The  Ajisociated  Press 
has  the  entire  country  in  its  grasp,  and  it  is  in  a  position  to  crush  out,  and  has 
already  crushed  out,  many  a  newspaper  enterprise  that  dared  to  raise  its  voice 
against  its  intquitous  system.  The  effects  of  the  news  monopoly  may  be  seen  in 
any  of  our  leading  cities,  and  especially  in  the  Southern  cities.  Take  the  cities  of 
Savannah  and  Atlanta,  in  the  State  of  0«OTgin,  if  you  please,  and  you  will  find 
that  there  is  only  1  morning  paper  in  each  of  those  cities,  simply  because  they 
have  the  Associated  Press  monopoly  to  themselves,  thereby  shutting  out  all  other 
newspaper  enterprises,  causing  large  numbers  of  our  members  ana  the  afdliated 
trades  to  be  ont  of  employment,  when,  if  the  Government  had  control  of  the 
wires  and  every  publisher  was  free  to  get  the  news  at  the  same  rate  of  cost  to 
all,  there  would  be  2,  if  not  3,  newspapers  where  there  is  only  1  to-day.  We  can 
not  have  too  many  newspapers,  for  they  are  public  edncators.  Nearly  all  the 
great  dailies  of  to-day  are  in  the  Associated  Press  combine,  and  it  is  impossible  to 

St  them  to  oppose  it,  and  few  politicians  care  to  struggle  with  a  concern  which 
s  the  power  to  misrepresent  tnem  T  days  in  the  week  from  one  end  of  the  conn- 
try  to  the  other,  consequently  it  is  permitted  to  do  as  it  pleases. 

Nearly  every  Postmaster- General  since  the  war  has,  in  his  reports  to  Congress, 
advocated  sucn  a  measure. 

Representative  O.  A,  Sumner,  of  California,  said,  before  the  House  Committee 
on  the  Post-OfHce  and  Post-Roads,  on  March  25,  1884; 

"I  lay  it  down  as  a  proposition  that  I  want  to  have  duly  considered  by  this 
committee  and  the  country  that  the  Constitution  of  the  United  States,  as  inter- 
preted by  a  century  of  unchallenged  legislation,  does  imperatively  require  that 
the  Congress  of  the  United  States  shall  establish  a  postal  system,  I  lay  it  down 
as  a  fundamental  proposition  that  the  postal  telegraph  is  a  part  of  the  postal  sys- 
tem of  the  Government,  the  postal  system  of  the  United  States  having  been  estab- 
lished for  the  purpose  of  transmitting  intelligence  between  the  inhautanta  of  the 
land." 

The  Senate  Committee  on  Fost-Offices  and  Post-Boads  of  1874,  which  nombered 
among  its  members  such  men  as  Hannibal  Hamlin  and  Alexander  Ramsey,  said 
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In  Itfl  report  on  the  telegraph:  "  The  ConBtitDtion  dsTolTea  upon  Congres  the 
duty  of  tnuumitting  all  correapondence,  including'  that  hy  telegraph  as  well  as 
that  by  mail." 

And  JtiBtice  H.  B.  Brown,  who  is  recc^nized  as  one  of  the  ablest  members  of 
the  United  States  Snpreme  Gonrt,  in  a  trading  article  in  a  recent  nomber  of  the 
Fomm,  says: 

"  If  the  Government  may  be  safely  intmsted  with  the  transmission  of  our  let- 
ters and  papers,  1  see  no  reason  why  it  may  not  also  be  intmsted  with  the  trans- 
mission of  oor telegrams  and  pare. -1.4.  aa is  almost  universaliy  the  case  in  Eal^Dpe," 

In  America  more  than  50  years  of  effort  and  appeal  have  Tailed  to  win  the 
postal  telegraph.  Notwithstanding  Vice-President  Clark,  of  the  Western  Union, 
m  liis  testimony  before  this  body,  referred  to  those  who  advocate  RoTemmental  con- 
trol of  the  telegraph  as  "  bis  socialistic  friends,''  snch  men  as  Henry  Clay,  Charles 
Snmner,  Hannibal  Hamlin,  General  Grant,  Senators  Edmonds,  Piatt  of  Con- 
necticnt,  Dawea,  Z.  Chandler,  and  N.  P.  Hill,  Gen.  B.  F,  Butler,  Jolin  Dayis, 
Postmasters-General  Johnson,  Randall,  Maynard,  Howe,  Creswel],  and  Wana- 
raaker,  Profeasor  Morse  (the  inventor  of  the  telegranh),  Gyms  W.  Field  (the 
founder  of  the  Atlantic  cable  and  a  director  in  the  Western  Union  Company), 
James  Gordon  Bennett,  Profeasor  Ely,Lyman  Abbott.  B.C.  Flower.  Judge  Clark, 
Henry  D,  Lloyd,  Doctor  Taylor,  T.  V.  Powderly,  Samuel  Gompers,  and  a  host 
of  other  eminent  men  in  every  walk  of  life  and  of  every  political  shade  have  cham- 
pioned the  cause  of  the  people.  Leglslatares,  city  councils,  boards  of  trade, 
chambers  of  commeree,  and  labor  organizations,  representincr  many  millions  of 
citizens,  have  joined  in  the  effort  to  secure  a  national  telegraph.  Tho  New  York 
Herald,  Boston  Globe,  Philadelphia  Times,  Chicago  Tritmne,  Albany  Express, 
Washingion  Poet,  Evening  Star, and  Times,  Omaha  Bee,  Denver  BepubEcan,  San 
Francisco  Post,  and  a  mnltitnde  of  other  papers,  representing  every  phase  of 
political  opinion,  have  earnestly  advocated  the  measure.  Mare  than  2,000,000 
men  by  vote  and  petition  have  asked  for  it.  If  CongreK»  does  not  pass  a  law  to 
commence  the  good  work,  it  will  woefnily  fail  in  its  duty  to  respond  to  popular 
sentiment.  The  great  mass  of  peoi^e  want  the  telegraph  to  be  the  poor  man's 
mail  as  well  as  the  rich. 

Bight  here  I  would  like  permission  to  read  an  article  clipped  from  the  Wash- 
ington Star,  published  in  the  book  gotten  up  by  Mr.  Wanamaker  of  extracts  from 
newspapers  concerning  the  strike  of  1898,  to  show  yon  the  poaition  of  the  Wash- 
ington Star,  which  is  not  considered  a  yellow  journal: 

"Talk  of  Government  telegraphic  service  m  connection  witt  the  Poat-Office 
Department  is  a^aln  becoming  (jnite  common,  based  upon  the  prolonged  opera- 
tora'  strike,  and  it  is  altogether  likely  that  the  proposition  will  gain  considerable 
strength  if  the  present  interruption  continues  mnch  longer.  It  ia  more  than  prob- 
able, too,  that  if  ita  business  la  to  be  liable  in  future  to  further  demoralization 
from  the  aamo  cause,  the  managera  of  tho  telegraph  interests  will  themselvea 
seek  a  way  ont  of  their  troubles  by  transferring  their  lihes  to  Qovemment  owner- 
ship and  control.  They  would  doubtless  be  glad  to  do  ao  now  it  Government  or 
any  other  customer  would  take  their  property  at  the  fictitious  value  they  put 
upon  it. '  This,  however,  ought  never  to  be  permitted,  ao  far,  at  least,  as  Clovern- 
ment  is  concerned;  and  it  is  not  likely  that  private  customersconld  be  found  who 
would  be  willing  to  pay  so  mnch  tor  ao  litue.  Counting  watered  atock  and  all, 
the  capital  of  the  Western  Union  Company  now  stanris  at  about  $80,000,000.  Of 
this  sum.  however,  not  more  than  $10,000,000,  if  so  much,  was  actually  paid  in 
oaab.  The  balance  represonte  water,  or  issues  of  shares  for  which  no  equivalent 
in  money  or  anything  of  value  was  ever  rendered,  and  it  is  certain  that  a  plant 
capable  of  performing  as  good  service  as  the  country  now  enjoys  at  the  hands  of 
the  monopoly  can  be  fumiahed  for  the  sum  last  named.  When,  therefore,  the 
time  for  negotiation  between  the  company  comes,  if  it  ever  does  come,  that  amount 
ought  to  be  adhered  to  as  the  maximum  baaia  of  purchase.  If  more  than  that 
Bum  is  insisted  upon,  the  Government  should  go  ahead  and  build  its  own  lines, 
leaving  the  present  inflated  concern  to  take  care  of  itself." 

The  present  private  management  of  the  telegraph  ia  not  only  dangeroua  to  a 


republican  form  of  government,  but  it  is  clearly  unconstitution^. 

The  telegraph  monopoly  ia  used  and  operated  not  for  the  public's  gooa,  out  to 
make  money  for  the  few  large  stockholders,  while  our  Poat-Offlco  Department  is 


n  for  the  benefit  of  all,  declaring  no  dividends  and  making  no  millionaires. 

Since  1866  committees  of  the  Senate  and  House,  having  under  diacussion  the 
various  bills  on  postal  telegraphy,  have  reported  16  of  the  billa  favorably  out  of 
18.  Of  the  two  adverse  reporte,  one  w^  in  180B  and  was  baaed  on  tho  ground 
that  the  6  years  allotted  to  the  telegraph  companies  had  not  expired.  The  other 
was  a  short  report,  but  the  committee  did  not  care  to  argue  or  to  give  any  sub- 
stantial reasons  why  the  Government  Khould  not  take  control  of  the  wires,  while 
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the  16  Ttmorta  favoring  the  measure  are  able  and  exbanstive  argnmenta.  Aoy 
f air-miiiaed  man  after  leaoinK  theae  reports  will  see  the  wisdom  and  neceaaity 
for  the  guvemmeDtal  control  of  the  telegraph  lines.  And  as  to  the  uonstitntionality 
of  the  qneetioD,  I  beg  leave  to  qaote  no  less  an  anthority  than  Henry  Clay.  As 
early  as  lS44CIa7wasBdTocatiiigGoTemmeiitownerehipof  the  telegraph,  andhe 
wrote  as  follows: 

"It  is  quite  manifest  it  is  destined  to  exert  ereat  influence  on  the  bneineas 
affairs  of  society.  In  the  hands  of  private  individnalB  they  will  be  able  to  monop- 
olize intelligence  and  to  perform  tbe  greatest  operations  in  commerce  and  other 
departmentsof  btisiness.  I  think  that  snch  an  engine  shonld  be  exclusively  onder 
the  control  of  the  Qovemment." 

And  right  in  this  connection  I  will  also  onote  Hon.  Care  Johnson,  the  Demo- 
cratic Postmaster-Qeneral  under  James  E.  Polk,  and  that  was  a  strict  constmc- 
tionist  administration.  This  is  what  he  said  in  reference  to  the  telegraph 
qnestion  in  1846: 

"It  becomes  a  qnestion  of  great  importance  how  the  Gtovemment  wUl  allow 
individuals  to  divide  with  the  onsineaH  of  transmitting  intelligence,  an  important 
duty  committed  to  it  by  the  Constitution.  The  use  ofan  ins^ment  so  powerful 
for  good  or  evil  can  not,  with  safety  to  the  people,  be  left  in  the  hands  of  private 
Individuals," 

The  TK>Bition  taken  by  these  two  eminent  men  in  public  life  was  inatrumental 
in  causing  Con^crese,  when  it  passed  the  act  of  Jul^  24,  1866,  to  protect  itself  by 
reselling  the  right  to  take  charge  of  all  telegraph  lines  thereafter  built  as  a  Ghiv- 
emment  function  at  any  time  uter  G  years,  upon  payment  of  the  actual  value  of 
the  xioles,  wires,  ete. 

And  further,  Judge  Walter  Clark,  of  Korth  Carolina,  one  of  the  ablest  lawyers 
and  one  of  the  most  profonnd  economic  thinkers  in  the  Uuit^  States,  said: 

"Hany  who  admit  the  great  advantages,  nay.  the  necessity  of  the  telegraph 
being  operated  as  a  part  of  the  postal  syetem  are  deterred  by  the  inqniry,  '  Is  it 
consntntional? '  In  truth,  it  is  unconstitutional  for  this  essential  branch  of  the 
postal  system  to  be  operated  by  a  private  monopoly  or  in  any  other  manner  than 
Dy  the  Qovemment.  When  the  Constitution  placed  the  post-offices  in  the  bands 
of  the  Government  it  conferred  its  exclnsive  operation  upon  the  Qovemment. 
and  with  it  all  means  of  operating  it  to  the  b^t  advantage.  The  bestowal  of 
exclusive  right  and  duty  to  operate  the  poet-offices  carried  with  it  beyond  qnestii^n 
the  eiclnsi'-e  right  and  dnty  to  nse  all  the  agencies  that  would  make  tiie  post- 
offlce  mo6thigh]yefficientaBBUchagencies,fromtime  to  time,  should  be  improved 
or  invented.  On  this  principle  the  first  telegraph  Une  was  built  by  a  Congre«8iona] 
appropriation  under  an  Administration  which,  by  that  period  in  its  history,  had 
become  a  strict-constrnctionAdminintration  (Tyler's),  and  the  tol^raph  belonged 
to  and  was  operated  by  the  Qov^nment  from  1814  to  1346,  in  Polk's  Adminis- 
tration." 

The  testimony  of  Fostmaster-Gleneral  Creswell,  Postmaster-General  Wana- 
maker,  andof  otherPostmaster-Generals,  in  additionto  the  IS  reporte  of  Congress 
to  which  I  have  already  referred,  shows  conclnsively  that  we  nave  the  poorest 
telegraph  service  in  the  world,  not  a  country  ezceptea.  and  that  we  pay  a  nif^er 
price  for  the  poor  service  than  any  other  country  pays  for  a  bettor  service. 

I  coald  go  on  and  quote  for  some  time  from  most  of  the  eminent  men  of  the  past 
and  present  bearing  on  the  constitutionality  of  the  question,  but  -believe  the 
quotations  already  Kiven  will  be  sufficient.  I  will  therofore  turn  to  the  labor  or 
trades  union  view  of  the  question. 

The  International  Tvpographical  Union,  numbering  about  8S,000  members,  and 
considered  by  many  the  most  conservative  and  influential  labor  organization  is 
existence  to-day,  having  among  it«  members  men  in  every  walk  of  like,  some  of 
them  having  fiUed  t]ie  most  important  positions  in  public  life,  from  the  Halls  of 
Congress  down  to  onr  State  legislatures,  has.  aftor  giving  the  subject  careful 
thought  and  consideration,  gone  on  record  as  favoring  the  governmental  control 
of  the  telegraph,  and  at  the  forty-fifth  annual  convention,  held  in  the  city  of 
Chicago  in  1803,  appointed  a  committee  of  five  to  look  after  all  national  legislation 
bearing  on  the  subject  of  governmental  control  of  the  telegraph. 

The  very  nature  of  the  class  of  work  that  engages  members  of  the  oraft  which 
I  have  the  honor  to  represent  in  part  here  to^y  compels  them  to  keep  abreast  of 
the  times,  so  to  speak,  and  when  anything  comes  up  that  is  likely  to  affect  the 
craft  in  general  mey  are  very  apt  to  take  cognizance  of  it.  So  we  have  oome  te 
believe  that  the  private  monopoly  of  the  tele^n-apb  is  the  principal  foe  the  Inter- 
national Typc^raphical  Union  has  to  meet.  Nearly  every  member  of  our  craft 
can  remember  when,  only  a  few  years  ago,  cities  that  supported  Z  and  3  daUy 
newspapers  have  only  1  at  the  present ,  the  change,  we  believe,  having  been  brought 
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and  protected  &  monopoly  in  the  f amlBfaiag  of  news  to  the  varioTis  papers  through- 
out  the.  country. 

Newspapera  can  not  live  without  a  ftrst-claea  telegraphic  Berrice,  and  no  news- 
paper can  secure  that  service  to-day  that  is  not  a  member  of  the  Aflsooiated  Press 
combine.  No  one  would  attempt  to  doubt  the  statement  that  there  are  fewer 
newspapers  throughont  the  SouUi  to-day  than  formerly.  Then,  why  is  it?  Onr 
school  facilities  are  almost  perf ect,  more  people  can  read  and  write,  and  are  tak- 
ing a  more  active  part  in  the  live  iSHQes  of  the  day,  and  yet  a  few  papers  have  a 
close  monopoly  of  the  field.  Only  a  few  years  ago  in  one  of  the  large  Southern 
cities,  a  city  claiming  a  population  of  75,000  inhabitants,  a  morning  paper  died 
before  it  was  bom,  as  it  were,  simply  because  those  who  had  put  their  money  into 
it  wonld  not  (becaose  they  could  not  be  made  to  see  the  justice  of  things  give 
tiiose  who  had  a  monopoly  of  the  distribution  of  news  in  the  State  a  bonus  of 
abont  135,000  t«  become  a  member  of  >phat  they  called  the  Press  Association. 
That  was  a  case  that  came  ander  my  personal  observation,  and  it  kept  at  least  ^ 
men  ctf  my  craft  from  securing  work,  to  say  nothing  of  others  that  wonld  neoes- 
sarily  be  employed  in  various  capacities  in  and  aronnd  a  uewspaper  office.  That 
is  onl^  one  of  hundreds  of  similar  cases  that  could  be  citra.  Therefore  our 
organization  believes  that  if  the  Qoremment  had  control  of  the  tel^raph  every 
newspaper  in  the  conntry  would  be  treated  alike  and  receive  the  news  at  the 
least  possible  cost.  We  believe  that  a  paper  in  California  should  be  able  te  g«t 
from  its  special  correspondent  in  Washington  the  telegraphic  dlspatchee  from  this 
point  as  cneaply  as  a  paper  in  New  York,  but  as  thinics  now  stand  the  telegraph 
monopoly  has  its  powerful  grip  npon  what  should  be  ^Ten  to  all  alike— the  wortd 
at  actual  cost  pins  expense  of  operating  the  system. 

Then  as  union  men  we  do  not  nor  can  we  indorse  the  way  the  Western  Union 
Tel^raph  Conipany  treats  its  employees.  When  asked  how  his  company  felt 
toward  labor  unions  among  its  employees,  the  vice-president  of  the  Western 
Union  Telegraph  Company,  in  his  t^timony  before  the  commission  only  a  few 
weeks  ago,  said:  "The  company  has  not  changed  its  position  since  1888."  I 
believe  rhave  qnoted  him  correctly.  We  all  remember  the  great  strike  of  that 
year,  and  ever  since  then,  nay,  before  then,  the  Western  Union  Comnany  has  been 
persistent  in  fighting  and  cmahing  out  labor  unions  among  its  emplOTees. 

He  also  says  that  the  company  will  treat  with  the  men  as  individoals.  Perhaps 
he  does  not  consider  the  several  thousand  women  employed  by  the  company  enti- 
tled to  any  consideration,  for  women,  as  a  rale,  are  made  to  work  for  whatever 
their  employer  sees  fit  to  give  them;  bnt  a  company  that  will  not  treat  witii  a 
committee  lepdly  appointed  to  represent  the  wishes  of  the  tjinployees  will  not 
treat  the  individual  fairly.  To  show  more  conclusively  the  Western  Union's 
positioa  on  trade  or  labor  or^nisation,  I  qnote  from  PresidentOreen's  testimony 
Def  ore  a  Congresrional  investigation  jnst  alter  the  great  strike  of  the  telegraphers 
in  1863.  He  said;  "After  the  great  strike  of  lUTO  or  1671  the  company  took  back 
some  of  the  strikers  on  condition  of  their  taking  what  was  called  the  '  iron-clad 
oath ' — an  oath  to  renounce  their  anion  and  never  again  connect  themselvee  with 
any  similar  organization.'' 

Evidence  has  been  brought  out  during  the  various  Congreeeional  investigations 
that  has  proven  conclnsively  that  what  President  (ireen  is  quoted  as  saying  is 
strictly  true  and  correct,  and  that  anything  in  the  shape  of  gettiOR  ap  petitions 
for  increase  of  pay  or  shorter  hours  has  always  resulted  disastronsly  to  the  ring- 
leaders. They  have  either  been  dismissed  from  the  service  or  discriminated 
against  in  many  ways.  Often  their  names  are  placed  in  tlie  blacklist  (and  right 
here  let  me  say  that  it  has  been  stated  many  times  by  those  in  a  position  to  know 
that  the  Western  Union  Telegraph  Company  was  the  first  corporation  or  monop- 
olythat  established  the  blacklist  after  the  first  great  strike  in  1871  and  asain  m 
1W8^,  and  managers  all  over  the  conntry  are  so  notified.  Men  have  been  known 
to  give  up  positions  to  try  new  fields,  only  to  find  that  the  telegraph  had  preceded 
them;  consequentiy  they  fonnd  themselves  barred.  So  a  company  that  is  known 
to  practice  such  iniqnitous  policies  and  denies  the  right  of  petition,  and  denies 
with  still  greater  emphasis  the  riKht  to  organize,  should  not  be  left  in  control  of 
sach  a  powerful  agency  as  the  teleBTaph, 

After  the  great  strike  of  1863  the  Western  Union  refused  to  take  the  men  back 
unless  they  signed  an  agreement  similar  to  the  one  I  have  quoted  above,  but  I 
have  learned  upon  good  authority  that  men  have  through  sheer  necessity  been 
compelled  to  sign  snch  an  agreement,  and  shortly  afterwards  renewed  their  all*- 
glance  to  their  fellow-workers.  Yon  can  not  make  a  workingman  see  that  it  is 
all  wrouK  for  a  or  more  telegraph  operators  to  combine  to  secure  fair  pay  and 
reasonable  hours  and  yet  perfectly  right  and  proper  for  2  or  more  telegraph 
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companieB  to  combine  to  sqneeze  and  fleece  the  public.  A  monopoly  that  upon 
it«  awora  teatimony  claims  that  one-fonrth  of  the  earnings  of  the  company  was 
clear  profit  ia  squeezing  and  fleecing  the  public. 

Let  me  quote  the  exact  figuree  given  by  the  vice-president  of  the  Weatem  Union 
Telegraph  Company  before  the  commisBioa ,  so  there  will  be  no  mistake.  He  said: 
"  Our  earnings  for  the  last  fiscal  year  were  $24,758,569.55.  Our  expenses,  gross, 
were  S18,Ge3,205.8T.  This  left  a  balance  of  S8,l65,i)0S.a8,  of  which  there  waa 
expended  for  dividends  at  the  rate  of  6  per  cent,  etc." 

We  claim  that  if  the  Qovemment  had  control  of  the  telegraph  lines  and  kept 
up  the  present  rate  on  messages,  yet  no  one  believes  it  would,  the  surplns  of 
16.000,000  coutd  be  used  in  shortening  the  honrs  of  the  employees,  increasing  the 
pay  of  all  employees  except  the  fewhigher  officials,  and  in  maltinK  improvements 
and  extending  the  lines  to  all  parts  of  the  country,  for  it  ia  a  well-known  fact  that 
the  Western  Union  will  not  extend  a  line  nnlees  the  management  see  where  they 
are  going  to  get  a  profit  out  of  it.  But  as  the  wires  are  in  the  hands  of  a  privaije 
monopoly  the  $6,000,000  of  profit  went  into  the  pockets  of  a  few  men  already  mil- 
lionaires, for  the  vice-president  of  the  Western  Union  also  stated  that  the  bulk  of 
the  Western  Union  stock  was  held  by  a  comparatively  few  men.  The  vice-preei- 
dent  of  the  Western  Union  also  admitted  that  while  wages  have  been  increased 
during  the  past  few  years  in  all  lines  of  industries,  still  the  Western  Union  wages 
have  remained  about  the  same  as  they  were  just  after  the  strike  of  18SS,  and  we 
also  know  that  the  low  wages  paid  at  that  tune  were  the  principal  cause  of  the 
Btrike.    He  also  stated  that  there  had  been  no  material  reduction  in  the  telegraph 


ce,  the  employees  fairer  treatment  and  better  pay.    In  short,  it  would  and 

could  be  conducted  after  the  fashion  of  the  Poet-Office  Department,  where  a  pos- 
tal clerk  receives  on  an  average  $ii  a  month,  while  the  average  pay  of  the  tele- 
graph operator  is  scarcely  $10. 

iten,  again,  the  president  of  the  Western  Union  Telegraph  Company  said;  "  If 
the  Government  tatces  control  of  the  telegraph  lines,  the  only  way  it  could  make 
a  success  out  of  them  would  be  to  have  a  rigid  civil-service  law.  But  he  seems 
to  be  afraid  of  the  Oovemment  building  up  an  army  of  office  employees.  He 
does  not  stop,  it  seems,  to  consider  the  great  mass  of  citizens  employed  in  the 
Poet-Office  Department — some  180,000, 1  believe.  That  number  does  not  in  any 
■way  endanger  the  public  welfare.  Then  why  should  anyone  have  any  fear  on 
account  of  adding  to  the  list  of  Government  employees  those  connected  with  the 
telegranli  companies? 

On  the  question  of  franks,  the  vice-itresident  of  the  Western  Union  testified 
before  the  commission  that  he  did  not  see  any  harm  in  extending  them.  "It  is 
only  a  conrtesy  on  our  part."  he  said.  But  he  failed  to  state  that  the  courtesy 
ended  when  the  party  using  it  returned  to  private  life.  Why  is  it  that  the  cour- 
tesy is  extended  only  to  public  officials,  and  especially  the  lawmaking  branch? 
When  asked  if  some  favors  were  not  expected  in  return  for  such  courtesies,  or.  in 
other  words,  if  a  quid  pro  quo  was  not  expected,  he  replied:  '■  No;  I  do  not  know 
what  the  quid  pro  quo  could  be  expected.  I  do  not  know  what  they  could  give 
OS.  When  the  company  wants  to  make  a  fight  before  Congress  we  do  not  use 
franks,  but  arguments."  Now,  I  would  like  jwrmission  to  quote  from  what  the 
president  of  tne  Western  Union  Telegraph  Company  said  on  the  question  of 
franks  some  time  ago,  and  you  can  draw  your  own  conclusion.     He  said: 

"  The  franks  issued  to  Government  officials  constitute  nearly  a  third  of  the 
total  complimentary  business.  The  wires  of  the  Western  Union  Company  extend 
into  87  States  and  0  Territories  within  the  limits  of  the  United  States  and  into  4 
of  the  British  Provinces.  In  all  of  them  our  property  ia  more  or  less  subject  to 
the  action  of  the  national.  State,  and  municii>al  authorities,  and  the  judicial  use 
of  complimentary  franks  among  them  has  been  the  means  of  saving  to  the  com- 
pany many  times  the  money  value  of  the  free  service  performed."  (Western 
Union  report  of  1873.  See  also  Wanamaker's  argument,  p.  194;  Postmaster- 
General  Creswell's  report,  1873,  p.  48.) 

After  the  above  honest  and  candid  acknowledgment  by  the  president  of  tbe 
company  can  anyone  doubt  the  object  the  Western  Union  has  in  view  when  its 
officials  issue  franks  to  national  and  State  government  officials?  Although  the 
vice-president  of  the  Western  Union  also  stated  before  the  commission  that  his 
company  always  tried  to  get  hold  of  new  inventions,  be  neglected  to  8tat«  that 
they  have  generally  been  8ucceB8ful,but  that  instead  of  using  them  for  the  benefit 
ot  the  pubuc  tfaey  nave  been  locked  up  in  the  office  of  the  company  In  New  York. 

,,  i,("itKwlc 


p.   C.   BOBERXa: — GOVEBMMEHT  OWMEB8HIP   OF   TELEGRAPH.       271 

Another  tact  bronght  oat  id  the  teetimoay  of  the  vice-president  of  the  Weeteni 
XJnion  Telegraph  Compaiiy  before  this  coinmiHgion  is  the  acknowlednDent  that 
the  company  contribntesliDeTBlly  to  the  support  of  a  school  in  Cooper  Union  that 
RiindB  out  every  year  a  large  nnmber  of  boya  and  girlH  as  telegraphers — a  regular 
KiudetKartan,  as  it  were—using  the  graduates  of  the  school  to  fill  their  omces 
with  cneap  labor.  No  wonder  that  timid  and  underpaid  men  and  women  are 
aAraid  to  exercise  their  free  American  citizenship,  which  guarantees  everyone  the 
ri^ht  to  organize  and  petition,  when  the  company  is  supporting  a  school  that 
grinds  ont  hnndreds  of  telegraphers  every  year  to  take  their  places  on  the  least 
provocation. 

Look  at  the  contrast.  The  telegraph  companies  have  thousands  of  boys 
employed  in  carrying  their  mesaiigeB,  their  ages  ranging  from  13  to  10  years, 
who  work  long  boon  and  receive  from  33  to  $4  per  week— boys  that  ought  to  be 
in  school — whDe  the  fine-looking  men  employed  by  Uncle  Sam  as  letter  carriers 
work  eight  honrs  a  ^y  and  receive  from  8«0  to  flOO  a  month. 

Then,  uain,  the  omcials  of  the  Western  Union  Telegraph  Company  who  have 
Appeared  before  the  vaiioos  Congreesional  committees  have  invariably  miarepre- 
sented  the  facts,  taking  advantege  of  every  point  to  clond  and  sometimes  mis- 
represent facts.  When  they  are  confronted  with  the  ondeniable  tmth  that 
their  rates  are  nearly  half  as  high  again  as  the  rates  of  foreign  countries,  they 
invariably  meet  yon  with  this  answer:  "  Our  distances  are  farther,  and  the  rates 
are  a  matter  of  distance,"  etc.,  and  to  sustain  this  position  they  have  presented  to 
committees  of  Congreea  tables  of  distances  that  have  npon  carefnl  investigation 
proven  to  be  false  in  every  oarticnlar. 

Prof.  Frank  Parsons,  in  Senate  Doc.  205,  Fifty-fourth  Cougress,  first  session, 
said,  in  speaking  of  the  false  statements  made  oy  the  officieJs  of  the  Western 
Union  Telegraph  Company; 

"  Unfortunately  for  the  WeBt«m  Union,  the  Washburn  committee  consulted 
geographiee  and  telennph  maps  and  found  that  the  length  of  telegraph  rontes 
between  the  cities  of  Europe  was  strangely  minified  in  the  Western  Union  state- 
ment, while  the  distanceB  between  American  cities  were  mysterionely  larger  than 
those  set  down  in  maps  and  geographies.    Here  are  some  examples: 


1  Telegraph  dlaUtlcTH. 

Telegraph  dlHtitnrefi. 

From  Londoa  ti>— 

Union         Truth, 

From  Lcmdon  t,^ 

Western 
Union 

Tnilh. 

3taa.      ,     Iftla. 

^i  i  i 

5«             SCO 

JfUa. 

1 

1,160 

ir//«. 

"Not  one  single  distance  is  correctly  stated.  It  is  necessary  in  nearly  every 
case  to  add  at  least  tme-third  and  often  more  than  one-half  of  the  stated  distance 
to  obtain  the  real  distance.  The  sum  of  the  stated  distances  was  15,734  miles,  and 
the  snm  of  the  real  distances  was  22,57H  miles,  or  almost  one-half  more  than  the 
Western  Union's  statement.  To  show  the  falsity  of  statements  about  American 
routes  it  was  not  even  necessary  to  disturb  the  dust  on  the  geo^apby— the  state- 
ment was  its  own  refutation;  for  example,  the  distance  from  Hemphis  to  New 
York  was  placed  at  2,000  miles,  while  in  other  tables  of  the  same  Western  Union 
testimony  the  distance  was  said  to  be  1,000  miles." 

Not  long  a^o  the  president  of  the  Western  tJnion  Teleifraph  Company  made  this 
statement:  ''Not  1  man  out  of  a  hundred  who  nucs  the  telegraph  is  in  favor  of 
governmental  control  of  the  wires."  As  I  have  called  the  attention  of  the  com- 
mission in  the  beginning  of  my  remarks  to  the  fact  that  boards  of  trade,  cham- 
bers of  commerce,  city  councils,  legislatures,  etc. ,  have  petitioned  Cougresf  time 
and  time  again  favoring  Qovernmental  control  of  the  telograpii,!  beg  leave  to 

SDote  the  report  of  the  executive  committee  of  the  National  Board  of  Trade, 
lovember  15, 1S82,  and  if  the  board  has  changed  its  position  since  then  the  pnb- 
lic  has  not  been  made  aware  of  the  change: 

"In  1858  the  Western  Union  had  a  capital  of  fSa^.TQO.  Eight  years  later  the 
stock  had  expanded  to  $33,000,000,  of  which  $3,323,000  was  issued  in  purchase  of 
competing  lines,  while  nearly  918,000,000  were  issued  as  stock  dividends.    This 


ffiaiph  chftrgea  was  immeiliHtely  followed  by  a  m 
peting  company,  the  Mutu^  Union.  Thia  con 
|600,000  capital,  which  almost  immediately  iiicri 
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riny,  for  which  pnrpoBe  |^ .      ,  „       . 

tiinea  the  true  value  of  the  property.  Next  came  the  abflorption  of  the  Ameri- 
can Telegraph  Company.  The  stock  of  that  company  wae  almost  as  mnch  inflated 
tut  that  of  the  Western  Union,  and  amounted,  water  and  all,  to  $8,888,100;  yet 
111,638,100  of  Western  Union  stock  was  isaned  to  get  possession  of  that  line. 

"Thns  another  Olnetration  ia  famiahed  that  in  snch  enterpriees  competitioti 
always  ends  in  combination ,  and  the  pnhlic  is  ultimately  obliged  to  pay  for  the 
ooDBtmction  of  dnplicate  lines  which  are  not  needed  and  are  only  constructed  for 
the  purpose  of  forcing  a  divide  of  the  enormous  sums  charged  the  public  for  a 
public  service  which  is  a  natural  adjunct  of  the  postal  service." 

These  are  not  the  worda  of  such  personaas  Vice-Preaident  Clark,  of  the  Western 
Union  Tetqeraph,  was  pleased  to  call  "socialists,"  etc.,  but  of  boainess  men  who 
are  thoroughly  familiar  'with  the  methods  of  corporations  from  inside  knowledge. 
The  report  eoea  on: 

"  Later  the  American  Union,  whose  actaal  value  was  abont  tS.O00,ODO  (fran- 
chise and  all),  was  absorbed,  together  with  the  Atlantic  and  Pacific  Company 
(also  worth  abont  (8,000,000.  franchise  and  all] ,  and  in  the  consolidation  the 
Amencan  Union  was  put  at  $15,000,000  and  the  Atlantic  and  Pacific  at  18,400,000, 
while  in  order  to  absorb  in  dividends  the  enormous  earnings  which  they  were 
levying  on  the  public,  a  further  increase  of  $15,000,000  was  made  under  the  pre- 
tense of  iasning  stock  to  represent  surplus  earnings  previonsly  invested  in  the 

"Of  COOTS©  such  evidence  of  what  the  public  would  stand  in  the  way  of  tele- 
«».«i.  ^i..^*..»^  ,.-n..  ;.»n.^.i-:..».^i..  *T^ii^rt.rt.5  Vy  ^  new  strike,  in  the  form  of  a  com- 
9  company  was  started  on  a  basis  of 
,.....,  ,■  increased  to  $10,000,000,  without  con- 

sideration, and, as  appears  from  proceedings  in  conrt  by  a  stockholder,  the  direct- 
ors made  a  contract  with  a  credit-mobilier  construction  firm  in  which  they  were 
interested,  by  which  $4,000,000  in  bonds  and  about  $10,000,000  in  stock  were 
guaranteed  for  constructing  lines  and  plant  valued  at  $3,000,000,  and  naturally, 
Utings  being  developed  thus  far,  negotiations  were  opened  with  the  controlling 
Spirits  in  the  Western  Union  for  another  consolidation  and  stock  watering. 

"  Snbsequentlj' the  consolidation  waaarranged  and  there  was  a  further  increase 
of  stock  amonnting  to  $1S,000,000  on  account  of  a  plant  the  original  cost  of  which 
did  not  exceed  $8,600,000  according  to  the  sworn  testimony  of  the  officers  of  the 
Mutual  Union." 

"  I  have  tried  to  present  to  yon  in  as  plain  a  manner  as  poiisible  why  the  organ- 
ization which  I  have  the  honor  in  part  to  represent  desires  the  governmental  con- 
tttd  of  the  telegraph  lines,  and  I  hope  and  ^nst  I  have  made  myself  auderatood, 
and  I  will  close  by  s^ng  that  I  beueveit  is  as  true  to-da^  as  it  was  in  1678,  when 
Postmaster -Gleneral  Creawell  said  there  were  but  3  parties  to  the  ciuestion,  "  On 
one  side  are  the  people,  and  on  the  other  is  the  Western  Union  Telegraph 
Monopoly.'" 

Take  the  mral  free  delivery,  for  example.  Only  a  few  years  ago,  when  the 
establishment  of  the  mral  free  delivery  was  suggested ,  it  appeared  so  prepos- 
terons  that  it  excited  only  paasing  comment,  if  not  deriaion.  It  was  denounced 
by  some  as  impracticable:  it  would  put  the  Ciovemmenttoagreatdealof  expense; 
It  was  sneered  at,  as  all  reforms  are  more  or  less,  as  a  political  fad,  a  Utopian 
dream,  as  it  were,  to  bring  the  letter  to  the  farmer  instead  of  compelling  him  to 

E,  in  some  cases,  several  'miles  for  it.  But  not  one  wonld  snggest,  now  that  they 
ve  it,  that  the  Government  shonld  take  the  mral  free  delivery  away  fl'om  the 
public.  Only  a  few  years  back  there  were  onlv  about  40  routes;  to-day  there  are 
abont  4,600,  and  nearly  300  clerks  are  requirea  to  keep  up  with  the  work  in  this 
comparatively  new  branch  of  the  postal  service. 

Thjntr  of  it.  U  has  been  over  50  years  since  telegraphy  was  firat  discovered;  in 
other  words,  Hince  lightning  was  harnessed  to  language  and  literature,  and  stiU 
the  American  people  can  not  avail  themselves  of  the  fall  benefits  of  it  at  popular 
poetal-telegraph  rates,  but  have  to  depend  upon  a  private  monopoly  that  has 
never  shown  the  least  consideration  for  the  pubUc,  a  fact  demonsh-ated  beyond 
any  question  of  a  doubt  when  the  company  made  the  public  pay  the  war-revenne 
tax.  No  one  ever  believed  for  a  moment  that  Congress  intended  when  the  law 
wasxiassed  that  the  burden  should  fallnponanalread^over-tasedpnblic.  bnt  the 
Western  Union  officiata  saw,  as  they  claim,  a  technicality  in  the  law  and  took 
advantage  of  it,  and  the  public  had  to  stand  it. 
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I  close  this  Btatement  by  qaotjiig  the  lanenwe  of  Senator  BdtnnndB,  who 
appeared  before  the  Senate  Committee  on  Post-Officee  and  Post-Koade  a  few  ^reara 
ago:  "  The  Qoremment  was  conatitnted  to  promote  the  geaeml  welfare,  to  die- 
geminate  intelligence,  to  defend  the  conntry,  ete.,  and  the  telegraph  is  eesential 
88  a  militarjr  establishment.  eHsential  to  edncation  as  to  social  welfare." 

That  closes  my  paper. 

Q.  [By  Mr.  Farquhar.^  You  mention  a  caee  there  of  a  Sonthem  paper  which 
coiDd  not  obtain  a  franchise  in  the  Associated  Press  and  had  to  go  ont  of  exist- 
cmce.     What  city  was  it  in? — A.  Savannah,  Ga. 

Q.  Do  yon  know  of  any  other  cases  of  like  nature? — A.  Not  from  my  own  per- 
sonal knowledge.  I  have  heard  of  others.  Chairman  Randall  has  spoken  of  one 
case  in  the  city  of  Washington  when  the  printers  started  the  Washington  Times, 
when  I  was  on  the  committee  to  see  the  gentleman  that  had  the  franchise.  I  do 
not  recall  hia  name;  he  died  a  few  years  ago.  He  had  the  franchise  and  refused 
to  sell  it;  would  not  allow  the  printers  to  use  it  and  wonld  not  part  with  it. 

We  see  to-day  on  the  Washington  Post  hnilding  in  large,  black  letters,  "  The 
only  morning  daily  paper  in  town  that  receives  the  Associated  Press  report." 
^ere  is  a  case  where  a  gentleman  had  the  francbise  locked  np  and  refased  to 
part  with  it. 

I  will  ^o  back  to  the  case  in  Savannah  and  how  I  came  to  have  personal  knowl- 
edge of  it.  A  large  German  brewer  in  town  came  to  me  and  asked  the  nnmber 
of  men  it  would  require  to  get  ont  a  paper,  and  I  told  him  the  numl)er  it  would 
reqaire,  etc.  He  Imew  notliing  about  the  business,  being  in  the  beer  business, 
and  the  proprietor  of  the  only  daily  paper  in  town  being  a  prohibitionist  and  the 
brewers  opposed  to  him.  I  told  him  he  wonld  have  no  trouble  in  getting  all  the 
printers  he  wanted.  He  told  me  I  conld  have  a  situation,  but  I  said  I  was  pret^ 
well  satisfied  where  I  was,  bat  he  would  have  no  trouble  getting  men.  He  said, 
"I  want  to  see  you  later  abont  this  proposition,"  I  saw  him  several  weeks  later 
uid  said  to  him,  "  When  is  this  new  paper  going  to  be  started?" 

He  said.  "  We  have  given  it  up." 

I  said,  "  Why,  George,  what  is  the  matt«r?" 

"Well,"  he  rephed,  "we  had  a  meeting  of  the  board,  elected  our  directorSjetc., 
and  found  ont  we  would  have  to  give  $85,000  to  get  into  the  Associated  Press 
combine;  and  when  I  explained  that  to  my  Oerman  friends,  they  threw  up  their 
hands  in  holy  horror  and  said,  '  We  do  not  pay  185,000  for  nothing;  and,  besides, 
we  would  have  to  pay  for  the  telegraphing  every  day  or  at  the  end  of  the  week.' 
They  could  not  see  the  justice  of  paying  ont  935,000,  which  was  abont  the  amount 
of  the  capital  stock  subscribed." 

That  is  the  onlv  case  that  has  come  nnder  my  personal  observation.  I  have 
heard  of  otbers,  like  the  one  here  in  Washington.  The  Kentucky  legislature 
paiieed  a  bill  over  the  governor's  veto  taking  the  franchise  away  from  the  news- 
papers that  do  not  furnish  all  alike.  I  think  Senator  Goebel  was  the  member  of 
the  senate  who  introduced  the  bill,  and  I  think  Governor  Taylor  vetoed  it,  hut  it 
was  passed  over  his  veto.  No;  Governor  Bradley  was  the  man  that  vetoed  it. 
They  saw  the  discrimination  there.  Newspapers  wanted  to  get  into  the  field,  but 
conld  not  get  the  news  at  reasonable  rates. 

Q.  Mr,  Randall  spoke  in  his  testimony  about  300,000  petitioners.  Do  yon  know, 
as  a  member  of  that  committee,  where  those  signatures  came  from?  Were  they 
from  workingmen,  from  husinesa  men,  or  from  what  class? — A.  Thev  came  from 
men  in  every  walk  of  life.  As  I  have  stated  in  my  statement  there,  tney  were  not 
only  workingmen,  but  business  men  and  boards  of  trade.  We  conld  not  get  the 
members  of  Congress  interested  in  it.  "The  war  with  Spain  seems  to  have  taken 
precedence  over  everything  in  the  way  of  local  econonuc  affairs.  We  could  not 
get  members  of  Congress  interested  in  it  as  long  as  we  were  tangled  np  in  a  for- 
eiga  war. 

Q.  Have  you  been  quite  close  in  your  attendance  on  the  meetings  of  the  Post- 
Omce  committee? — A.  Yes;  I  do  not  think  I  have  missed  a  meeting. 

Q.  Howfarhaveyonprogressedingetting  this  matter  ont  of  committee?  Have 
yon  been  able  to  do  tiiat  yet  by  bill  or  report?— A.  No;  it  seemed  we  could  never 
get  it  out  of  committee.  They  were  always  nigeonholing  it.  When  the  time 
came  to  report  they  wonld  do  one  thing  or  anotner  to  block  it, 

Q.  So  with  your  petitions  and  these  resolutions  passed  by  these  commercial  and 
other  bodies  yon  have  not  been  able  so  far  to  get  it  reported  ont  of  Committee  on 
Post-Roads  in  the  Senate  or  Honse?— A.  No;  and  it  is  strange,  because  at  all  these 
hearings  there  are  people  there  to  represent  Government  ownership,  while  only 
the  Western  Union  officials  favor  private  ownership.  It  seems  to  he  the  people 
against  the  Western  Union. 

16a 18 
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Mr.  Rajidall.  Yoa  might  say  that  the  nearest  we  came  to  getting  a  reiwrt  from 
mybodj  was  the  circular  that  Preddent  Eckert  of  the  Western  Union  isBued  in 
connection  with  this  matter,  trying  to  show  nienil)ers  of  Congress  that  we  were 
puttin);  them  in  a  false  light.  As  I  stated  a  moment  ago,  it  went  to  ebow  that  we 
mnst  have  moved  them  some,  or  he  would  not  have  isBiied  that  circular. 

The  Witness.  Postmaster-General  Wanamaker  in  his  report  frankly  admitted 
that  it  was  the  people  on  one  side  and  the  Western  Union  Company  on  the  other. 

Q.  (By  Mr.  Farquhar.)  What  sympathy  do  yon  receive  from  the  publish- 
ers Kenerally — those  that  have  Associated  Press  dispatches? — A.  None  whatever. 
I  could  go  back  and  qnote  what  I  said  in  the  Washington  Times  some  years  ago 
as  to  the  Washington  Post's  position  on  the  strike  of  1898.  I  wrote  it  up  when 
ex-Congressman  Conn  was  proprietor.  When  I  read  that  it  had  passed  under  its 
present  management  (he  did  not  have  the  ^per  at  the  time),  I  saw  then  I  had 
made  a  mistake.  I  tbink  Mr.  Hutchiua  had  it  at  the  time;  and  the  Post  looks  on 
it  as  a  kind  of  socialistic  idea,  I  think. 

Q.  Do  you  find  any  cooperation  from  newspapers  generally  in  the  country  who 
are  not  in  any  press  association — active  cooperation  in  this  plan  of  yours? — A. 
Well,  yes;  I  did  when  we  had  the  matter  up  before  Confess  several  years  ago, 
but  not  recently.  Being  the  only  member  of  the  committee  from  the  South,  I 
made  it  my  business  to  furnish  some  of  the  Sonthern  papers  with  literature,  and' 
it  was  published  by  several  afternoon  papers;  but  I  noticed  the  morning  papers 
would  not  touch  it  tit  all. 

Q,  What  bodies  of  organized  labor  have  taken  this  matter  up  independent  of 
the  International  Typographical  Union? — A.  I  will  answer  that  by  saying  the 
American  Federation  oi  Labor,  and  that  represents  all.  I  think  at  a  recent  con- 
vention they  made  it  second  in  special  legislation.  The  8-honr  law  was  to  come 
first  and  after  that  the  telegraph  question;  and  President  Qompers  said  recently 
that  when  they  had  the  8-hour  law  safe  they  wonld  push  on  the  telegraph  with 
brotherhoods  of  the  trades-union  in  the  country,  representing  in  the  neighbor- 
hood of  1,000.000  people. 

<j.  Did  any  of  tne  other  oi^anized  bodies  or  trades  union  take  action,  through 
convention  or  otherwise,  in  helping  you  along  with  it? — A.  1  can  nut  recollMt 
that  they  did.  We  sent  out.  I  presume,  several  thousand  petitions  asking  labor 
unions  to  indorse  the  movement  as  local  bodies,  and  upon  indorsing  the  propo- 
sition to  please  notify  their  representatives  in  Congress,  and  I  know  members  of 
the  House  were  flooded  with  tnis  petition. 

Mr.  Randall.  I  might  say  in  that  connection  that  when  we  organized  onr 
committee  in  Washington,  in  1394  or  the  latter  part  of  1893.  we  started  to  organ- 
ize the  country.  We  had  to  do  it  by  correspondence,  and  we  proceeded  to  organ- 
ize our  own  craft  throughout  the  juiisdiction  of  the  International  Typographical 
Union,  and  got  them  to  establish  committees  of  3,  who  were  to  I'eport  to  the 
central  committee  at  Washington.  As  soon  as  our  committee  got  their  report 
we  had  literature  that  we  sent  to  them  and  put  them  in  working  order  and 
immediately  asked  them  to  go  to  the  sister  organizations  of  the  allied  c  afts  and 
others  and  do  likewise.  Inside  of  10  or  11  months  we  had  every  crganiiratlon  in 
the  United  States  in  communication  with  us.  We  have  on  file  at  our  homes  at 
the  jtresent  time,  also,  letters  fr,>m  chambers  of  commerce,  hr^ariis  <  f  trade,  aiid 
buBiness  men  generally  calling  for  cheaper  toll.  As  I  stated  in  my  teatimony,  we 
bad  a  selfish  intere.st  in  it,  and  the  Farmers'  Alliance  and  Industrial  Union  and 
everybody  not  connected  with  the  Associated  Press  would  like  to  see  us  secure  all 
that,  while  the  Western  Union  and  large  monopolies  generally,  as  they  look  at  it, 
felt  that  if  the  Western  Union  has  t^  go  down  the  line  of  (Jovemment  ownership 
Other  monopoiii's  would  surely  follow.  Although  us  a  committee  we  are  nut 
reformers  to  the  eitent  of  seeking  Glovemment  ownership  further  than  theopera- 
tionof  the  telegraph.  We  did  organize  the  country  a^  it  has  never  been  organized 
before  in  that  line,  and  we  had  a  good  organization.  And  here  in  Washington  we 
adopted  the  means  of  using  an  auxiliary  committee  of  members  of  our  craft  here 
from  the  different  States  of  the  Union  to  disseminate  information.  The  members 
would  communicate  with  people  of  influence,  friends,  and  others,  and  also  their 
represenlatives  in  Congresa,  And  I  do  not  believe  that  there  has  ever  been 
inaugurated  a  movement  as  thorough  as  this  movement. 

The  WiTNKSit.  I  mentioned  the  National  Board  of  Trade,  and  you  asked  me 
whether  there  were  any  others  besides  labor  organizations.  Allow  me  to  insert 
a  list  of  the  organizations  in  the  National  Board  of  Trade,  which  goes  to  show 
the  number  of  trade  organizations  who  indorsed  this  measure. 

Q.  Is  there  any  other  statement  you  desire  to  make? — A.  No;  if  there  are  ottier 
questions  I  would  be  very  glad  to  answer  them,  but  I  have  no  farther  remarks. 

(Testimony  closed.) 
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I,  D.  C,  April  17.  imi. 
TE8TIH0VT  OF  HE.  ALTON  D.  A0AK8, 

Electrical  £iifltneer. 

,53  a.  m. ,  VIce-Ch&irtna 
.  }t  Boston,  Mass.,  an  el 
dnced  as  a  witneee,  and,  being  dnly  ewom,  teetiflt^d  as  follows: 

Q.  (Bj  Hr.  Farquhak.)  Qive  your  name  and  address  and  profession  to  the 
Btenogra^her.— A.  Alton  D.  Adanisi  post-office  address,  box  lv77.  Boston.  My 
bnsiness  la  that  of  the  investigation  of  engineering  and  economic  matters— -inde- 
pendent invefitigation. 

Q.  How  lon^  nave  you  been  on  this  investigation,  Mr.  Adams? — A.  You  mean 
the  matt«r  of  investigation  broadiy  or  this  particular  investigatioi]? 

(J.  This  particnlarly,  and  all  others;  how  long  has  it  been  a  study? — A.  I  have 
.  be«i  devoting  my  entire  time  to  it  about  2  years. 

Q.  Are  yon  a  graduate  of  any  scientific  school  of  the  United  States? — A.  I  am 
a  graduate  of  the  scientific  school  of  Harvard  University. 

Q.  Have  you  taken  up  this  investigation  through  the  State  or  municipal  authori- 
ties of  Ma-iKochusetts,  or  of  your  own  volition? — A.  I  have  token  it  up  entirely  of 
my  own  volition. 

Q.  Have  you  bad  perfect  access  to  the  public  documents  in  the  State  in  every 
instance? — A.  So  far  as  I  know,  I  have,  t  have  aliio  had  the  benefit  of  some  sug- 
geetions  by  letter  from  the  Gas  and  Electric  Light  Commission  of  MassBcfausetts. 

<^.  Have  you  bad  any  correspondence  with  the  other  municipalities  in  the 
United  States? — A.  I  have  not. 

Q.  Have  you  any  prepared  paper  to  present  to  the  commission? — A.  Nothing 
more  than  some  sheets  of  figures  that  I  have  here;  I  have  no  written  htatenient. 

Q.  Wo  would  be  pleased  to  have-them  and  have  your  own  analysis  of  the  fig- 
nrea,  so  as  to  present  the  question  as  far  as  that  investigation  ha.i  gone. — A.  I 
would  say  at  tne  start  a  word  about  the  object  of  this  investigation.  In  looking 
up  the  matter  of  municipal  ownership  and  trying  to  look  it  up  for  several  years 
back,  I  have  been  impressed  with  the  seeming  fact  (bat  there  are  no  verified  fig- 
ures, or,  if  any,  very  few,  to  be  had  on  the  subject.  Various  statements  are 
published  in  different  places  as  to  what  certain  towns  and  cities  that  operate 
mnnicipal  plants  have  done,  but  these  statements  are  nut  sworn  to.  They  are, 
some  of  them,  on  inspection  evidently  one  sided,  and,  so  far  aa  I  know,  most  of 
"  Bach  statements  carry  very  little  weight  with  enftineers  and  tliose  that  know 
something  about  the  actual  operation  of  electric -lighting  plants.  So  it  has 
seemed  to  me  that  in  Massachusetts,  where,  as  we  all  know,  there  is  a  commiBsion 
who  gather  np  these  data  and  compile  them  accurately  and  where  the  law  obliges 
not  only  municipal  plants  but  oil  companies  operating  electric  light  and  power 

Flants  to  make  a  sworn  statement  of  their  investments  and  of  their  operations — 
heir  eipenses  and  incomes — it  has  seemed  to  me  that  in  MassachusettH  there  was 
an  opportunity  to  determine  something  of  what  might  be  done  in  municipal 
ownership  compared  with  owncrshin  and  oi«ration  by  privat*  corporations, 
something  that  would  be  definite;  ana  that  has  been  the  object  of  this  investiga- 
tion— namely,  to  compare  the  retums  on  the  investment  in  Massachusetts  in 
electric-lighting  plants  operated  and  owned  by  private  companies  with  the  re- 
turns on  tie  investment  of  those  municipalities  ttiat  have  gone  into  the  electric- 
lighting  work. 

In  the  year  1SS1  Masfiachusetts  passed  a  law  allowing  towns  and  cities  to  buy 
existing  electric-lighting  plante  or  to  build  new  plants  of  their  own  under  certain 
conditions,  and  since  that  time  17  such  plants  have  tieen  constructed — 17  plants 
for  the  supply  of  electric  light  and  power  by  municipalities.  One  of  these  plants 
wa«  started  in  the  last  year.  I'JOO,  but  that  plant  is  not  included  iu  my  report  of 
this  investigation,  because  it  has  taken  some  time  to  make  this  investigation  and 
thedatavere  not  available  for  it.  Of  the  IT  other  municipal  plaut.>i,  ii  operate  gas 
plants,  and  it  has  not  been  possible  to  satiHfactorily  separate  tbe  vetams  of  those 
gas  plants  and  the  operation  of  the  gas  plants  from  the  electric  plants;  and  so,  as 
the  object  was  to  arrive  at  some  dennit<^  result  as  ti>  electric  plants  pure  and  sim- 
ple, the  returns  and  results  of  these  3  cities  and  towns  that  have  ^as  plants  have 
been  left  entirely  out  of  consideration,  and  this  statement  of  my  invf  stigation  ia 
based  on  the  14  cities  and  towns  that  operate  electric  plants  only.  I  wonld  say 
an  to  the  cities  and  towns  operating  gas  plants,  of  which  there  are  3.  that  3  of 
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tbeae  gas  planta  have  been  ia  operation  bnt  a  short  time  (1  was  purchased  in 
1899) ,  so  that,  tiiere  being  only  g,  and  2  of  them  qnlte  recent,  reanltB  wonld  not  be 
very  conclnsive  in  any  event. 

Q.   (By  Mr.  LiTCHMAN.)   Lot  me  intermit  j'nst  a  moment.     Yon  pro^osegiving 
the  names  of  these  placeB?-~-A.  Yes;  that  is  my  intention.    That,  I  think,  might 
well  be  the  next  point.    The  names  of  the  places  in  Hassachnsetta  operating  miuii-  ' 
dpal  plants,  taken  in  alphubetical  order,  are 

Ur.  Phillips  (intermpting).  State  the  number  of  inhabitants  in  those  as  yon 
go  on. — A.  The  places  are: 


Tuwiii 

■^r" 

Town^ 

'z^ 

i 

S'S 

10,507 

If  agreeable ,  I  think  it  m^ht  be  well  to  state  alao  the  year  in  which  those  plants 
were  started,  if  the  infoTmation  wonld  be  desirable. 
Beginning  with  Belmont,  the  dates  are  as  follows: 


Danvere  . . . 
Hinsham . 

Hudson 

Hull 


Marblehead 

Needham 

North  Attleboro .. 
Peabody 


Q.  (ByUr.  LlTCHHAK.)  Yon  have  stated  that  the  law  was  passed  in  1861 ,  and 
yon  referred  to  Danvers  as  starting  its  plant  in  1889;  you  had  better  Btraight«n 
np  that  discrepancy. — A.  The  legal  basis  for  the  plant  at  Danvers  before  the  law 
oi  1801  was  passed,  was  the  common  law  right  to  light  streets. 

Q.  (By  Mr.  Philjjps,  )  Does  not  the  law  prescribe  that  existing  plants  shall  be 
pnrcbased? — A.  Yes. 

3.  (By  Mr.  Litchman.  )  Does  not  the  law  now  provide  that  if  a  plant  exists  in 
ty  or  town,  the  municipal  plimt  may  not  be  established  except  oy  purchase  of 
the  existing  plant? — A.  My  understanding  of  the  law  is  that  the  town  must 
purchase. 

Q.  And  if  they  can  not  ame  it  is  referred  to  conunissionere  to  decide?— A. 
That  is  my  understanding.  The  total  amount  of  investment  in  municipal  electric 
plants  in  these  14  towns  and  cities  is  |891,6B1.  The  largest  of  them  is  but  27,000 
population  and  the  fibres  range  from  that  number  down  to  1,000. 

Q.  (By  Mr-.  Litchman.)  That  is  the  total  for  all  the  towns?— A.  That  is  the 
total  investment  in  all  these  14  municipal  electric  plants.  Now,  in  order  to  com- 
pare the  results  attained  in  these  municipal  plants  with  results  attained  in  plants 
operated  by  private  corporations,  it  seemed  necessary  to  reduce  all  the  earoinES 
of  the  municipal  plants  to  a  money  basis.  That  is  not  done  in  the  report  of  the 
commission,  and  I  should  state  here  perhaps  tliat  most  of  these  mnnicipal  plants 
do  two  sorts  of  business. 

In  the  first  place  they  do  all  the  public  lighting  in  the  towns  and  cities  where 
they  exist;  and,  in  the  second  place,  most  of  them  sell  energy  to  private  con- 
sumers who  may  want  it.  Of  course,  the  returns  for  energy  sold  to  private  con- 
sumers come  in  as  a  money  return,  but  the  public  lighting  does  not  come  in  as 
money;  it  does  not  stand  as  money  in  the  first  instance.  The  next  step,  therefore. 
In  the  investigation  was  to  reduce  this  public  lighting  in  these  severid  towns  and 
cities  to  a  money  basis  and  get  the  value  of  it.  Unfortunately  the  prices  paid  for 
electric  lighting,  not  onlyin  Massachusetts  but  all  over  the  country,  vary  through 
very  wide  limits,  and  after  some  consideration  of  this  subject  it  seemed  to  be 
impossible  to  assume  any  particular  figure  as  the  value  for  electric  lighting  tlist 
would  be  admitted  all  around  to  be  a  fair  figure;  that  ia,  the  value  of  an  arc  lamp 
or  the  valne  of  an  incandescent  lamp,  because  there  are  such  wide  variations  in 
the  prices  paid  by  cities  that  buy  their  light.  It  did  seem  to  be  fair,  however,  to 
take  a  nomber  of  Massachusetts  towns  and  cities,  all  as  nearly  as  possible  of  the 
same  population  as  those  having  municipal  plants,  and  find  the  average  price  in 
all  of  those  towns  and  cities—that  is,  of  the  number  taken — paid  for  snch  service. 
an.i„  — _g  accordingly  done. 


ThisK 
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c  ]ami>e  and 

___  __ , .  . .  _  .  _  ^  .    .  .-ednced  to  a 

price  per  hoar.  Tbe  price  for  nnblic  lighting  is  nanally  given  by  the  year  or  by 
the  month,  by  the  lamp  or  by  uie  lamp  moiith|  but  it  was  found  in  going  over 
tho  matter  that  the  number  of  hoars  of  operation  and  the  allowance  for  moon- 
light nights  and  some  other  factors  in  the  different  towns  and  cltiea  that  bay 
"    'x  lignt  are  very  variable,  so  that  ratea  about  the  same  per  year  turned  ont  to 


Ice.  I  have  a  table  here  of  the  prices  p»id  for  electric  and  incandeacent  lighting 
ner  lamp  honr  in  17  towns  and  cities  correeiMmding  aa  nearly  as  possible  in  popn- 
lation  to  the  17  towns  and  cities  wbere  mnnicipal  plants  eiiat  in  UaBsachosetts. 
Ihardlfknowhowunchof  these  data  the  commission  wonld  like  to  hear.  I  have 
a  table  here  Kiving  the  names  and  popnlations  of  the  several  towns  and  cities  that 
were  selected  in  order  to  arrive  at  this  average  price — the  average  valne  per  arc 
lamp  and  incandescent  lamp. 

Ut.  Kennbdy.  Oive  tlie  information  jnst  as  yon  have  it. 

The  WiTNBES.  Perhaps  it  might  be  well  toexpl&in,  with  referenee  tothecandle- 
powers  of  lamps  mentioned  in  tbe  table,  that  tne  candlepowers  of  arc  lamps  are 
entirely  DOmioal;  they  mean  anbetantially  nothing — that  ia,  there  is  no  definite 
relation  between  the  nominal  and  the  actual  illuminating  power  of  electric  lamps. 
Bnt  the  lamps  are  spoken  of  in  that  way,  and  so  I  will  nse  the  term.  The  table 
is  aa  follows  [reading]; 

Prioet  per  hour  paid  for  »treet  lamps. 


Prtc^i.a 


From  this  table  the  average  coet  per  lamp  used  for  arc  lamps  is  for  these  places 
4.7  cents,  and  for  incandeacent  lamps  1.9  cents  per  lamp  hour. 

I  have  here  now  the  items  showing  the  value  of  arc  and  incandescent  lighting 
furnished  for  public  service  each  of  the  14  municipal  plants  here  considered,  on 
the  baais  of  tbeae  average  prices  in  private  plants.  I  think  to  read  these  figures 
for  the  aeparate  olanta  will  perhaps  be  nninteresting,  and  so  I  will  aimply  read 
the  total  of  the  ngures,  if  permitted,  and  the  table  will  be  left  so  that  the  entire 
amonnts  can  be  published.  (See  Exhibit  B.)  Tbe  value  to  these  14  munici- 
palitiea  has  been  found.,  cf  course,  in  each  case  for  the  arc  lighting  and  for 
the  incandescent  lighting  which  the  municipal  plant  has  furnished  to  tbe  town, 
and  the  value  of  these  S  kinds  of  lighting  in  eaca  case  is  added  together  and  the 
totalis  the  valne  for  the  municipality.  The  aKgregateforthel4  municipal  towns 
is  $178.439. 10.  Now,  the  same  14  plants  in  the  14  towns  and  cities  previously 
named  have  derived  an  income  dunng  the  year  ending  June  30,  ISBS,  of  $83,948.38 
from  the  sale  of  electric  light  and  power.  I  should  say  here  that  the  valne  of  the 
arc  and  incandescent  lighting  supplied  bv  these  mnnicipal  plants  to  their  several 
towns  and  cities,  as  here  computed,  is  for  the  year  ending  June  30,  1899,  (See 
Exhibit  "C") 

Q.  (By  Mr.  Philufs.)  That  includes  the  total  receipts  from  the  city  ae  wellaa 
from  the  privat«  individuals? — A.  Yen. 

Q.  Bighty-thiee  thoosand  dollam? — A.  No;  that  is  the  amount  paid  by  private 
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individuala  to  the  town  for  lighting  and  power.  The  value  of  the  public  lighting 
thftt  the  towns  have  had  from  their  plants  is  $178,489.40.  Of  conrae  no  money 
payment  waa  made  for  that  lighting. 

Q.  Whatis  the  Bum  added  together?— A,  The  total  earnings  of  these  14  mnnici- 
pal  plants  on  the  baaia  hero  stated  ia  8257.377.78. 

Q.  Have  yon  in  that  connection  the  cost  of  prodncing  that? 

A.  The  total  operating  eipenaes  of  these  mimicipal  plants  for  the  year  ending 
Jnne  30,  160S,  woe  $148,493.63,  which,  anbtracted  from  the  total  earnings,  leaves 
the  net  earnings  $108,884.15. 

Q.  jBy  Mr.  Phillips.)  And  the  total  cost  ia  something  over  $800,000?— A.  The 
total  investment,  as  previously  pointed  oat,  In  all  these  plants  is  $891,691.  So 
that  the  ratio  of  net  earninga  to  the  total  snma  of  money  that  have  been  put  into 
these  plants  ia  12.3  per  cent  for  the  year  ending  June  80,  1890, 

That  completes  the  first  step  in  the  inquiry.  It  reduces  the  earnings  of  the 
mnnicipal  plants  to  a  definite  per  cent  on  the  investment  after  all  the  costs  of 
operation  have  been  deducted. 

Now  I  stated  at  the  start  that  the  object  of  this  investiKation  was  to  show  how 
the  resnlts  in  these  ntnnictpal  plants  would  compare  with  the  results  in  private 

Slants  in  Massachnsetts.  So  wo  now  pass  to  the  private  plants  to  see  what  they 
id  during  the  year  ending  June  80,  1899. 

I  would  again  call  attention  to  the  fact  that  the  largest  of  these  municipal 
plants  is  in  the  city  of  Taunton,  where  the  population  is  only  27, 115.  That  is 
according  to  the  census  of  1895  ia  Massachusetts.  The  popnlatioa  at  present 
would  be  slightly  larger.  These  places  having  municipal  plants  run  down  in 
poi)ulation  from  27,115  at  Taunton  to  only  1,044  at  Hull.  So  that  they  are  in  the 
main  in  pmall  places. 

Now,  it  is  a  well-known  fact  in  the  supply  of  electric  light  and  power,  small 
towns  and  cities  do  not  afford  so  profitable  a  field  for  that  sort  of  work  as  do  the 
larger  places,  so  it  would  be  obvioualy  unfair,  I  think,  to  make  a  comparison  or 
to  draw  conclusions  from  tho  comparison  between  the  results  obtained  in  these 
municipal  plants  and  the  results  obtained  in  Massachusetts  as  a  whole  in  the 
plants  owned  by  private  corporations,  because  Massachusetts  of  course  has  a 
number  of  lar^e  cities — one  very  large  city- Boston,  and  a  number  of  other  large 
citiea  like  Springfield,  Worcester,  Lowell,  Cambri^e,  etc.,  running  np  between 
50.000  and  100,000,  that  afford  a  large  field  for  the  supply  of  light  and  power,  a 
much  better  field  thar  the  small  places. 

But  at  the  start  a  comparison  has  been  made  with  thetotal  results  from  private 
corporations  operating  electric  plants  only  in  Massachusetts.  This  comparison 
does  not  include  corporations  that  operate  both  electric  and  gas  plants  combined, 
because  of  the  difficulty  previously  pointed  ont  in  connection  with  the  municipal 
plants,  namely,  that  the  figures  available  are  not  sufficiently  segregated  as  to  the 
results  attained  in  each  case,  in  the  gas  and  in  the  electric  departments;  so  that 
in  quite  a  number  of  cases  iu  Massachusetts  where  the  gaa  plants  and  the  electric 
plants  are  operated  by  the  same  corporation,  the  resulte  of  the  operation  are  not 
included  in  this  statement.  I  would  say,  however,  that  none  of  those  cases 
include  the  largest  cities.  In  none  of  the  largest  cities,  namely,  those  I  have 
mentioned— Boston,  Springfield,  Worcester,  Cambridge,  etc.— in  none  of  these 
cases  is  the  electric  lighting  and  the  gaa  plant  controlled  and  ox»erated  by  the 
same  corporation.  In  some  of  tho  smaller  places  such  ia  the  case,  but  these  places 
are  left  entirely  out  of  tho  comparison,  and  there  are  only  a  few  of  them. 

Now,  taking  the  private  corporations  that  operate  electric  light  and  power 

filants  in  Massachnsetts  as  a  whole,  Boston  included  with  the  other  large  cities, 
he  investment  in  these  plants  has  been  computed  on  a  basis  of  the  capital  stock, 
bonds,  and  the  notes  livable.  These  it«ms  are:  Capital  stock,  $10,930,080.40; 
bonds,  $3,771,200;  notes  payable,  $1,933,215.40;  a  total  investment  of  $16,680,448.86. 
A  wordof  explanation  might  bemadewith  reference  these  threoitems  as  repre- 
senting the  actual  investment  in  the  plants.  Of  course,  as  we  all  know,  capital 
stock  and  bonds  of  corporations  in  Massachusetts,  or  corporations  operating  public 
plants,  can  only  be  issued  for  money  or  its  equivalent  actually  paid  in.  So  that 
these  stocks  and  bonds  represent  actual  money  paid  into  the  plant  to  their  face 
amount.    Under  the  Massachusetts  law  they  must  do  that. 

Now,  as  to  these  notes  payable.  I  believe  from  what  I  have  noted  from  various 
sources  that  they  represent  substantially  additional  investments  in  the  electric 
plants  beyond  the  jimonnt  of  the  capital  stock  and  the  bonds.  I  wrote  the  com- 
mission in  regard  to  that  point  and  they  wrote  me  that  the  notes  payable  of  these 
several  corporations  in  most  cases  did  represent  investment,  but  that  in  some 
cases  they  would  represent  losses.  Well,  to  my  mind  it  looks  to  me  as  thotlgil 
the  money  has  gone  into  the  plants  and  as  the  it«m  in  all  is  only  $1 ,933,318.w, 
*"  iL*  """^^  "'  ^*'**  represents  investment,  according  to  the  commiaaion,  and 
another  small  hut  undetermined  part  represents  losses,  which  seem  to  me  to  be 
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also  iaveatment.  I  conclnded  to  let  the  itemn  stand  as  I  have  given  it — ae  invests 
ment  in  the  plant.   It  looked  to  me  as  if  that  mnch  money  had  been  into  the  plant. 

Mr.  Phillips.  Or  a  debt  of  the  plant,  which  was  the  same  thing. 

The  Witness.  To  revert  for  a  moment.  Remember  I  am  trying  to  compare  the 
private  and  the  municipal  plants  all  the  time.  In  the  case  of  the  manicipalp&nts  the 
investment  included  everything- — every  dollar  put  into  the  municipal  plant,  and  I 
wantto  get  88  near  to  thataspoHsiblefortheBeolectricplantsowned  by  corporations. 
In  the  latter  case  the  investment  of  (16,(130.443.80  earned  during  the  year  ending 
June  80, 1S»8,  above  eipensea,  51 ,889,3*15.96.  This  represents  a  ratio  of  net  earn- 
ings to  investment  of  10.2  per  cent,  in  contrast  with  the  13.8  per  cent  made  in  the 
case  of  the  municipal  plant.  It  shonld  be  borne  in  mind  in  this  connection  that 
this  compaiison  takes  in  aU  the  large  cities  of  Massochnsetts  except  2  or  8 
good-sizeo  towns,  where  the  electric  and  gas  plants  are  owned  by  a  single  coipo- 
ration,  and  consequently  takes  in  fields  tnat  are  much  better  and  that  are  snp- 
poeed  to  be  much  more  profitable  for  the  sale  of  electric  light  and  power  than  the 
small  cities  where  the  municipal  plants  exist.  So  that  the  fignre  of  10.2  per  cent, 
whatever  unfavorable  bearing  it  may  have  on  the  results  of  the  municipal  plants, 
it  it  has  any  nnfavorable  bearing — for  it  is  less  by  some  2  per  cent  than  the  figure 
reached  in  the  municipal  operating— it  should  not  be  given  much  weight. 

The  neit  basis  of  comparison  was  to  take  all  the  electric  plants  operated  by 
private  corporations  in  cities  and  towns  of  Massachusetts,  each  having  less  than 
80,000  population.  It  seems  that  in  this  way  we  could  come  to  a  fair  basis  of 
comparison.  The  largest  place  operating  a  municipal  plant  has  27,000  popula- 
tion, and  the  cities  and  towus  mn  from  that  down  to  1,000;  but  there  are  43  cities 
and  towns  in  the  State  of  Massachusetts  having  populations  of  not  over  30,000, in 
each  of  which  the  electric-lighting  business  is  conducted  by  a  private  corporation. 
The  capital  stock  in  all  of  these  43  cities  and  towns  that  we  are  now  considering 
amounts  to  a  total  of  |I.B28,»00,  the  bonds  amount  to  a  total  of  SI .301,700,  and  the 
notes  payable  to  t77B,3«S.56,  making  a  total  investment  of  the  electric  light  cor- 
porations in  these48citiesand  towns  of  less  than  30,000  population  of  33.797,862.56. 
The  total  earnings  or  incomes  of  these  48  plants  during  the  year  ending  June 
80,  1899.  was  $814,768.54;  operating  expenses.  $568,700.87,  leaving  net  earnings 
9346,067.67.  The  ratio  of  net  earnings  to  total  investment  above  given  was  6.4 
per  cent,  as  compared  with  13.3  per  cent,  which  was  shown  to  be  the  earnings  of 
the  municipal  plants  in  the  14  instances  cit«d.  That  concludes  in  outline  what  I 
have  t«  offer  on  this  subject. 

Q.  (By  Mr.  Phillips.)  Would  yon  please  state  again  the  net  earnings  of  those 
40  towns?.— A.  The  net  earnings  of  the  43  cities  ana  towns  just  mentioned  was 
1246,067.67. 

Q.  And  then  the  profit  on  those;  what  per  cent  did  they  pay? — A.  They  paid 
6.4  per  cent  on  the  investment. 

Q.  (By  Mr.  LrrCBMAN.)  Youmadoyourcalculationentirelyonthel.SOO-canUle 
power  for  arc  lights? — A.  I  did. 

Q.  Didyonrednce  the  2,000-caudlepower  lamps  to  the  1,200  basis?— A.  I  did 
not.  I  wul  explain  what  I  did  do.  All  municipal  nlants  except  1  or  3  have  the 
nominal  1.900-candlepower  arc  lamps.  All  of  the  plants  operated  by  private  cor- 
porations  in  the  17cities  and  towns  taken  to  reach  the  average  v^ne  of  arc  lighting, 
had  1,200-candlepower  arc  lamps.  One  or  two  manicipaJities  had  3,000  power 
lamps,  hut  had  such  a  small  number  that  I  did  not  think  it  worth  while  to  make 
t^t  additional  allowance  for  them.  The  small  error,  such  asit  is,  countsagainat 
the  municipal  plants  and  not  in  their  favor. 

Q.  Some  of  the  plants  furnish  light  only,  and  do  not  furnish  light  and  power. 
Are  they  of  sufficient  importance  to  distinguish  between  the  two?— A.  I  can  not 
see  any  important  point  there.  There  are  only  3  or  3  of  the  plants,  as  I  remem- 
ber, that  furnish  power  at  tjie  present  time. 

Q.  The  point  would  be.  if  they  did  furnish  power,  the  cost  of  operation  while 
they  were  furnishing  power  ought  not  to  be  charged  against  the  cowt  of  lighting. 
onght  it?— A.  The  plants  exist  there;  they  do  all  the  business  that  comes  m.  and 
they  have  attained  these  resnlts.  The  plants  existing  in  the  other  cities  and  towns, 
operated  by  private  corporations,  take  all  the  bnslness  that  comes  in  and  they 
attain  these  other  results. 

Q.  That  is  a  fair  comparison.  That  is  right. — A.  I  suppose  the  reason  that  so 
few  of  the  municipal  plants  furnish  power  is  that  there  is  very  little  call  for  elec- 
tric power  in  those  small  places. 

Q.  Is  not  the  real  reason  the  fact  that  it  has  been  permitted  by  law  only  about 
S  years? — A.  I  am  not  sure  as  to  the  legal  point,  but  1  still  think  the  other  reason 
applies,  because  I  think  if  there  bad  been  a  demand  for  it  before  the  last  3  years 
there  would  have  been  an  effort  to  have  the  law  changed,  if  it  is  a  fact  that  the 
law  did  not  permit  it.  I  know  it  is  a  fact,  from  knowledge  of  the  electric  bnainess, 
that  there  is  little  demand  for  power  in  the  smaller  towns.    One  of  the  cases 
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where  power  is  famished  ie  in  the  city  of  Taanton,  where  we  have  a  fair-sized 
place;  out  in  the  small  places  there  is  very  little  demand  for  power.  I  think  if 
there  had  been  mach,  if  any,  demand  we  would  have  seen  the  mnnicipal  plants 
going  after  that  privilege  long  before. 

Q.  Would  the  extent  of  territory  over  which  the  linee  run  affect  the  cost? — A. 
Yes;  because  in  the  smaller  places  yoa  have  a  greater  length  of  wire,  and  pre- 
sumably a  gT'eater  investment  in  lines  of  wire  in  comparison  with  the  amount  of 
power  you  can  sell. 

Q.  It  is  difficult  to  consider  that  problem  in  the  statement  ^ou  have  made,  ie  It 
not? — A.  Yes;  I  could  not  well  briui;  that  in,  as  it  would  require  data  that  I  have 
not  by  tne.  But  it  is  a  settled  fact  that  the  larger  places  are  more  favorable  to 
good  eamii^B  in  the  electric  light  and  power  boeinees. 

Q.  It  is  cuimed  that  there  ia  a  larger  expense  in  the  larger  cities  by  reason  of 
the  regulations  compelUiw  the  estabUshment  of  condolte.  Have  yon  tafc^i  that 
into  consideration? — A.  No,  I  have  not  taken  that  claim  into  conaideration:  bat  I 
would  point  out  that,  in  the  first  place,  any  fair  comparison  between  these  mtinJc- 
■  ipal  plants  and  private  plants  must  be  in  the  nature  of  the  second  comparison  to 
which  I  have  coiled  attention,  that  with  towns  and  cities  of  a  similar  Else,  and  in 
that  case  there  are  no  regulations  of  that  sort.  Now,  for  curiosity,  I  did  put  ia  a 
compariBon  with  all  the  towns  and  cities  in  Massachusetts,  and  that  was  more 
favorable  to  the  municipality.  My  opinion  would  be  that  in  spite  of  such  regu- 
lations as  do  exist  in  the  large  cities  they  still  offer  a  better  field  for  electric 
lighdng:  but  it  is  not  necessary  to  consider  them  at  all  to  get  the  force  of  this 
conipariBan  here  made,  because  there  really  a  different  problem  comes  in.  It  is 
not  fair  to  compare  little  places  of  1 ,000  population  with  the  city  of  Boston. 

Q.  And  it  is  only  in  the  larger  places  that  the  regulations  for  burying  the  wires 
exist?— A.  Yee. 

Q.  And  the  comparison  made  with  the  48  towns  is  where  the  conditions  are  prac- 
tically the  same? — A.  Yee;  under  80,000  population. 

Q.  Did  it  combine  also  the  arban  and  rural  districts  in  about  the  same  propor- 
tion?— A.  Presumably;  at  least  there  was  no  distinction  purposely  made.  It  took 
in  til  the  places  in  Massachusetts  where  private  corporations  operate  lighting 
plants  and  do  not  operate  gas  plants.  It  took  in  every  one  of  them,  so  that  there 
was  no'ticking  out  of  cases  that  would  be  favorable  to  a  certain  conclusion 
sought  to  be  reached. 

Q.  In  Masaschnsetts  a  city  can  not  be  established  with  less  than  13,000  inltabit- 
ants.— A.  Is  it  12,000  or  10,000?  If  my  memory  serves  me,  I  was  thinking  it  was 
10,000. 

Q.  Either  10,000  or  12,000.  So  all  the  places  you  have  mentioned  of  less  than 
10,000  inhabitants  are  necessarily  townsV— A.  Exactly. 

Q.  And  necessarily  distinct  from  the  urban? — A.  Yes.  There  is  no  reason  to 
suspect  that  the  municipal  plants  are  in  places  that  are  closely  huddled  together 
and'  the  private  plants  in  places  that  are  scattered,  as  we  have  taken  aU  the 
instances  of  each  kind;  and  it  is  fair  to  suppose  they  average  up  about  the  same 
conditions.  We  have  taken  all  the  plants  in  cities  and  towns  under  80,000  popn- 
lation  operated  by  private  companies. 

Q.  I>o  not  the  reports  of  the  gas  com: 
per  lamp  and  not  tne  cost  per  lamp  hour  a 

Klamp,  but  they  also  give  the  number  ol    ^  .  ^  .         ,  .    -     .    .  . 

of  days  operated  per  month  in  all  these  plants,  and  it  is  possible  by  arithmetic 
to  reach  some  definite  conclusion. 

Q.  You  think  the  comparison  made  b^  you  per  lamp  hour  is  fairer  to  both 
sides  than  the  cost  per  lamp?— A.  I  think  it  is  a  definite  bads,  and  the  other.  untU 
you  reduce  it,  is  indefinite.  A  price  per  lamp  year  does  not  mean  much  until  yon 
know  what  is  included  under  the  lamp  year. 

Q.  And  how  long  the  individual  lunps  are  run  in  that  year? — A.  Yee;  that  is 
the  point  I  mean. 

Q.  (By  Mr.  Phillips.)  How  do  you  find  the  people  to  be  satisfied,  as  a  rule,  in 
your  visiting  these  towns  and  making  your  examination? — A.  I  think  that  the 
people  are  very  well  satisfied  with  mnmcipal  ownership;  no  town  has  relinquished 
its  municipal  plant.  Ldtst  year  there  was  a  very  nice  little  municipal  plant  built 
in  Concord,  one  of  the  best. 

Q.  Have  no  municipal  plants  been  boughtoutbyprivatecoriwrations? — A.  No. 

Q.  Have  the  munici[Ml  authorities  bought  out  some  of  the  private  corpora- 
tiouB?— A.  Yee;  in  several  cases. 

<j.  Isit  not  true  that  the  regulations  of  the  State  which  compel  the  purchase  of 
private  plants  has  deterred  many  localities  in  establishing  municipal  lifting 
plants? — A.  It  is  unmistakably  my  understanding  that  that  is  the  case.  There 
are  oases  in  which  failure  to  agree  on  price,  when  some  municipalities  are  willing 
to  buy,  has  left  the  matt«r  in  such  condition  that  the  transaction  has  not  bem 


miesioners  give  the  comparisons  by  tlie  coet 
ir  as  yon  give  it? — A.  They  do  give  the  coet 
>r  of  hours  operated  per  day,  and  the  num- 
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gone  diead  with,  where  it  wonld  have  been  gone  ahead  with  if  the  field  nod  been 
oleBT. 

Q.  (By  Hr.  FAKqcHAJC.)  Are  we  to  underetand  from  your  testimony  that  the 
monicipal  plants,  the  H  yon  mentioned  particularly,  cleaned  tip  13.3  per  cent,  and 
private  plants  in  the  same  kind  of  cities  cleaned  np  10.3  per  cent,  and  the  whole 
is  cities  below  80,000  popnlation  cleaned  np  only  6.4  per  cent?  These  statements 
having  been  made  by  you,  can  yon  make  an  explanation  of  the  divergence  between 
the  43  cities,  6.4,  and  your  municipal  ownership  towns  at  12.8?  Do  yon  know  if 
there  are  any  fignrea  of  depreciation  at  all  in  yonr  plants?  Do  yon  know  whether 
there  are  any  funds  set  aside  for  depreciation?  Do  you  know  whether  the  cities — 
the  municipalities— whether  the  city  bookkeeping,  municipal  bookkeeping,  and 
the  private  bookkeeping  differ  in  the  matter  of  depreciation  as  to  the  it«m  in  yonr 
plants? — A.  The  mnnicipal  plants  must  charge  a  depreciation  of  not  less  than  5 
per  cent  per  year  by  law.  So  far  as  I  am  aware  there  is  no  fixed  per  cent  of 
depreciation  nxed  for  the  plants  owned  by  private  companies,  and  wltnont  being 
able  to  state  the  exact  figure  at  which  anch  depreciation  charges  are  made,  my 
imprasBion  from  looking  over  the  retnme  of  the  plants  owned  by  private  corpora- 

tionaisf    '  "    "  '        ' '"'       '" '    " *  "  ' '" 

tion;  tha 
charge. 

As  to  the  explanation  why  the  mnnicipal  plants  show  13.8  on  the  actnal  invest- 
ments, while  the  43  cities  and  towns  of  similar  size  show  only  6.4  per  cent  on  th« 
InveBtment.  it  is  my  opinion  that  the  difference  results  mainly  from  the  mora 
efficient  and  carefnl  management  in  the  mnnicipal  plants.  Of  conree  the  people 
in  these  small  places,  where  these  mnnicipal  plants  are  operated,  are  very  iealons 
of  any  unnecessary  expenses  or  anything  of  tnat  sort.  And  the  Qas  and  Electrio 
Light  Commission  is  also  watching  the  matter,  and  it  is  not  possihle  for  these 
mnnicipal  plants  to  mn  into  eicesnTe  outlays  or  to  operate  at  a  loss.  They  are 
not  to  sell  at  a  price  that  wilt  produce  a  loss;  they  must  stop  selling  to  private 
parties  rather  utan  to  sell  at  a  price  tjiat  will  produce  a  loss. 

The  coat  of  street  lighting  from  municipal  plants  is  found  for  each  case  in  the 
following  way:  All  expenses  of  operation  and  management  for  the  mnnicipal 
plant  during  the  year  are  first  found.  From  these  expenses  is  then  dedncted  the 
income  from  commercial  lighting.  To  the  remainder  are  added  interest  on  the 
entire  investment  in  the  mnnicipal  plant,  at  the  rate  paid  on  municipal  bonds  or 
notes,  and  also  depreciation  at  0  per  cent  on  the  cost  of  the  plant.  The  snm  of 
these  three  it«ms  is  the  cost  of  municipal  lighting  for  the  year.  The  total  time 
in  honn  of  operation  for  each  lamp  is  known,  ana  the  cost  per  hour  is  oompated 
by  dividing  the  total  cost  of  street  lightinK  for  each  town  among  the  several 
lamps  in  proportion  to  the  energy  that  each  lamp  consumes. 

Another  way  to  ascertain  the  economy  of  public  electric  plants  is  to  compare 
the  actnal  cost  to  the  mnnicipallties  of  operating  their  pluits  with  the  prices 
charged  by  private  companies.  The  following  table  baa  been  prepared  from 
official  retnme. 
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It  will  be  noted  that  in  the  majority  of  cases  the  coat  per  hour  of  lampa  oper- 
ated by  mnnicipal  plants  ia  lower  than  the  averase  price  paid  for  similar  lampe 
when  operated  by  private  corporations.  lu  a  nnmber  of  instances  the  mnnicipal 
costs  are  only  one-half  of  the  contract  prices. 

Tine  it  is  that  some  of  the  contract  rates  are  lower  than  some  of  the  municipal 
coste,  but  it  shonld  be  held  in  mind  that  any  town  may  have  a  low  cost  for  street 
Uehting  from  a  mnnicipal  plant  at  will  by  good  management  and  the  use  of 
«uSicient  equipment. 

On  the  other  hand,  towns  that  now  pay  a  high  contract  price  for  street  lamps 
seem  to  have  no  remedy,  unless  they  pat  in  mnnicipal  plauta. 

If  I  may  add  a  word  to  my  testimony  previonsly  given,  I  wonld  like  to  say  with 
reference,  further,  to  this  comparison,  that  while  I  nave  made  out  no  table  show- 
ing the  comparative  charges  made  for  electric  energy  of  mnnicipal  plants  and 
private  corporations,  still  I  would  state  that  on  the  whole  the  municipal  plants 
sell  their  energy  quite  as  low  to  private  consumers,  if  not  lower,  than  do  the 
other  corporations.  There  is  not  a  ^eat  diiference,  but  the  reenlt,  as  reported  in 
the  reports  of  the  Oas  and  Electric  Light  Commission,  is,  it  anythijiK,  a  litUe 
lower  for  the  mnnicipal  corporations  than  for  the  private  plants,  so  that  their 
better  lowing  on  the  investment  can  not  be  due  to  the  fact  that  they  charge  the 
townspeople  a  higher  price  for  energy,  because  they  have  not  charged  any  more 
tlian,  if  as  much  as,  have  the  private  companies. 

Q.  (By  Ur.  Parquhab.  )  You  said  that  in  the  14  cities  there  was  no  gas  compe- 
tition; that  you  took  out  a  cities  that  you  claim  had  both  gas  and  electric  plante, 
the  other  14  cities  having  only  electricity.  Is  there  gas  competition  there  with 
electric  liKhting?  Can  you  name  any  one  that  has  private  competition  ^^nst  the 
municif^  control?  I  am  asking  tne  condition  where  the  municipality  is  the 
competitor  with  the  private  gas  company.    That  Is  the  point  I  want  to  get  at. 

The  Witness.  There  are  in  some  of  these  places  gas  plants  where  the  electric 
light  is  owned  by  the  town  or  city,  but  I  would  like  to  refresh  my  memory  for  a 
moment  as  to  the  places.  If  I  may  answer  the  question  partially  now,  I  would 
call  attention  to  the  city  of  Taunton,  which  has  a  gaslight  company  with  a  capital 
stock  of  $S0,OO0.  That  is  the  largest  place  having  a  mnnicipal  electric  plant,  and 
there  is  a  gas  company  of  very  good  proportions  for  a  place  of  27,000  population 
($80,000) ,  and  my  general  recollection  is  that  there  are  a  number  of  places  where 
municipal  plants  nave  also  gas  plants.  There  are  private  gas  works  in  eight  of 
the  towns  having  mnnicipal  electric  plants. 

Q.  (By  Mr.  Litchman.  )  In  the  case  of  the  gas  plant,  does  not  the  field  covered 
very  materially  affect  the  cost  of  the  investment  per  light? — A.  It  affectfl  it  to  a 
considerable  degree.  The  extent  of  distribntion  of  gas  is  quite  a  large  per  cent 
of  the  total  cost.  I  won't  state  the  per  cent,  or  attempt  to  do  so,  oat  that  is 
lower  than  electric-light  energy. 

Q.  I  will  vary  my  question.  What  I  really  meant  to  ask  was,  is  not  the  cost  of 
the  small  plant  relatively  a  little  more  than  the  coat  of  the  large  one?— A,  Of 
which  variety? 

Q.  Both;  each. — A.  Yes,  undoubtedly. 

Q.  Then,  in  a  town  having  a  small  gas  plant,  the  price  of  the  gas — the  price  at 
wMch  gas  was  furnished — may  be  higner  in  a  large  town  with  a  large  plant,  and 
yet  the  return  on  the  investment  not  be  any  more,  if  as  much? — A.  Quite  so. 
As  a  matter  of  fact,  I  believe  the  plante  in  the  smaller  towna  are  almost  always 
higher  than  in  the  larger  towns  of  Massachusetts. 

Q.  (By  Mr.  Phillips.)  But  are  there  any  cities  or  towns  which  own  the  gas 
plants?— A.  There  are  three  which  I  purposely  left  out,  because  the  accounte  of 
the  gas  and  electric  light  were  mixed  up. 

Q,  Are  there  many  cities  tnat  own  their  own  waterworks  in  HassachnsettA? — 
A,  Oh,  yes;  it  is  a  very  general  practice  with  a  large  part  of  them. 

Q.  Has  there  been  any  comparison  made  there  between  dty  ownership  and 
inffividuals  in  regard  to  the  cost  of  furnishing  water? — A.  I  have  never  seen  any; 
that  is  one  of  the  things  that  I  have  in  mind,  but  I  have  not  gone  into  the  matter. 

Q.  You  do  not  know  where  the  commission  could  get  statistics  of  that  kind 
now,  to  show  the  difference  of  cost? — A.  Oh,  yes.  I  know  the  documente  from 
which  that  information  could  be  gotten  in  Massachusetts.  It  woold  involve  a  lot 
of  analysis,  just  the  same  as  we  have  gone  inte  here.  Most  of  these  figures  were 
taken  out  of  a  book,  but  they  came  out  of  the  book  as  amatter  of  analysis. 

Q.  Are  there  any  cities  and  towns  that  own  their  own  Btreet-raUway  syst 
There  are  none  in  Massachusetts  that  own  street  railways? — A.  I  think  not. 

Q.  (By  Mr.  Parqdhar.)  What  is  your  observation  in  respect  to  electric  light- 
ing in  mnnicipalitiea  supplanting  gas?- A .  The  observation  that  I  would  state  in 
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refereiice  to  yoiu'  question  is  that  tfae  electric  light  eappltuits  gaa,  not  on  a  qoes- 
tion  of  price,  bat  on  a  queetion  of  qaality,  where  it  sapplantti  it  at  all.  That  is, 
sofaras  public  ratesand  public  lighting  iscoDcerned.  It  is  possible  to  put  in  what 
is  termed  an  insalated  electric  plant;  that  is,  if  one  has  a  large  amoant of  lighting 
at  aaj  factory  plant,  or  for  his  office  building,  it  is  much  cheaper  under  certain 
conditiona.  Under  conditions  that  pertain  to  the  heating  of  a  building,  etc.,  so 
that  an  engineer  has  to  be  employed,  it  is  much  cheaper  to  put  in  a  small  electric 
plant  and  light  with  electric  plants,  than  it  itt  to  light  a  bnilaingby  gas.  That  iaa 
growing  piactice  in  all  large  cities  of  the  conntry,  and  rightfully^  bo;  but  so  far 
aa  lighting  derived  from  tne  pnblic  aupply  is  concerned,  electricity  can  not,  I 
believe,  in  a  great  majority  of  inatances,  itl^at  all,  compete  with  gas  strictly  on  a 

Srice  basis,  and  it  is  selected  by  the  great  majority  of  users,  not  because  it  costa 
»e,  but  becauBO  they  like  it  better. 

Q.  (By  Ur.  LtTCHKAN.)  Is  that  condition  intensified  to  appliances  conBnming 
gSB,  like  the  Welsbach  burner? — A.  The  improved  bnmers  that  yon  speak  oi, 
which  materitdly  increase  the  candlepower  per  foot  of  gas  consumed  per  honr  do 
tend  to  cut  down  slightly  the  Geld  of  application  of  the  electric  light;  that  is. 
they  ^ve  the  gas  anadvantage  thatitwonld  not  otherwise  have,  in  tl^t  they  giye 
gas  lighting  a  quality  that  some  consamera  will  accept  instead  of  hnying  the 
electric  light.  Thia  still  leaves  the  gas  tho  cheaper  form  of  illumination,  but  they 
cheapen  the  illnmination  of  our  gas  very  decidedly,  and  also  improve,  in  the 
opinion  of  some  consumers,  theqaaUty  of  that  illumination. 

Q,  (By  Mr.  Farvuhar.)  You  gave  the  figures  from  1893  to  the  installation  of 
these  electric  plants:  do  you  know  of  the  installation  of  any  gas  plants  in  that 
time?— A.  The  3  gas  plants,  as  1  endeavored  to  state. 

Q.  Jnet  8  and  no  more?— A.  Jnst  8. 

(J.  Then  it  seems  to  be  the  policy  of  the  towns  of  Haeeachusetts  to  adopt  elec- 
tricity Insteadof  gas  where  they  pass  out  of  the  reign  of  coal  oil? — A.  Jndgingby 
enerience,  yes. 

Q.  Where  you  mentioned  the  fact  of  the  net  results  of  6.4  per  cent  here  in  the 
48  cities,  and  the  19.S  per  cent  in  your  14  cities  of  mnnicipal  control,  wonld  it  not 
seem  that  really  the  private  individuals  are  making  less  money  now  than  liie 
mtinicipally  owned  properties?— A.  It  is  a  fact,  shown  by  these  figures,  that  the 
capital  invested  hy  towns  and  cities  in  electric-light  plante  is  more  economically 

invested  for  the  community,  and  is  earning  a  better  retnm  than  is  capital  ' '~ 

throiwh  the  medium  of  private " ' " ■■  -' — *- 

Q.  So,  you  would  gay  that  0 
per  cent,  are  not  monopolists  n 

contrary,  that  they  are  not  gett       . __  ^ 

tion  that  I  have  particularly  referred  to  in  this  matter  is  that  as  to  whether 
munici^i  plante  can  be  expected  to  be,  or  are  being,  managed  as  well  or  better 
than  private  plants. 

"     ■"    "■.  LlTCHl 
.n  the  ca; 

not  an  ovevcapiialization,  either  by  stock,  bonds,  or  notee?— .,_, 

overcapitalization  there,  as  I  see.  There  may  be  injudicious  investment,  of 
course,  if  that  is  what  you  mean.  I  should  not  care  to  stand  with  the  proposition 
that  all  those  private  corporations  have  been  operated  only,  for  instance,  as  an 
engineer  in  that  line  of  business  would  advise  to  operate  them;  but  I  say  the 
money  has  been  invested  there,  well  advised  or  ill  adviaed. 

Q.  (By  Hr.  Farquhar.)  Are  the  men  who  ofScer  your  municipal  plants  in 
MasRachuaetts  taken  from  a  civil-service  list,  or  how  are  they  employed? — A.  Aa 
far  as  I  am  aware  there  is  no  formal  civil-service  list  in  connection  with  them. 
The  ofScers  are  simply  employed  on  their  repntation  as  men  competent  in  that 
line  of  work. 

Q.  Just  as  any  business  enterrnise  or  corporation  wonld  employ?— A,  Yes.  Or 
just  as  a  town  or  city  operatine  a  waterworks  plant  would  employ  an  engineer 
for  that  plant.    I  do  not  think  there  la  any  civil-service  examination. 

Q.  Have  yon  ever  heard  in  Massochusetta  that  politicians  have  interfered  to  pnt 
men  in  these  plants? — A.  I  have  never  heard  of  such  complaints.  I  have  heard 
of  complaints  abont  politicians  interfering  in  some  other  lines  of  work  in  Masaa' 
chnaetts,  but  as  to  this  particular  thing  I  never  did. 

Q.  (By  Ur.  Litchuan.)  Is  it  not  a  fact  that  the  managers  of  all  these  munici- 
pal plants  are  elected  by  citlea  and  towns  as  a  rule?  Of  course  in  the  cities  they 
may  be  appointed  hy  the  mayor  and  confirmed  by  the  council,  but  in  general  are 
they  not  elected  at  town  meetiaga?- A.  I  so  understand  it. 
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Q.  In  that  case,  then,  they  have  to  mn  according  to  public  sentiment? — A.  I 
BDppoee  if  a  plant  is  not  well  managed  that  the  tenore  of  that  office 

Q.  (Intermptin^.)  Woold  stop.  la  there  anything  farther  yon  might  add? — 
A.  I  utink  of  nothing  to  add. 

(TeetimoQ)'  cltmed.) 


Exhibit  A. — To  accompany  Mr.  Adama'  lesttTnong. 
Municipal  electric  plants  in  MoMachuaetlt. 


Tt 

fUMM. 

IiiTeW- 

2.  SIS 

«,B7S 
10,601 

*.2» 

isse 

189! 

1889 
1896 
1897 
1894 
1896 

189) 

1S9S 
1896 

1897 

IS 

'II 

,fi 

•BS 

' 

Exhibit  B.— Value  of  lighting  by  municipal  plants. 


pel  you. 

26IoS2cui 

year. 

IGcuidle- 

power  In- 

per'ye". 

X^^ 

V«lue,  iD- 

Beliaont 

31^41» 

as 

£10,848 
»4.869 

lO^g 

I'^SiS 

172,687 

48  727 
734,  W 

40,728 

i.9i4.2i 

'i'i 

480,891 

29,  K8 

-HMhk- 

441,771 

81, 129. » 
9,174.08 
20,788.24 

6m;«S 

84.060 

10,831.20 

126.877.66 

47,681.86 

178,429.40 

endirtg  June  30, 1399. 


'^pat  deetric  plants  for  the  y 


Nat  earnings 108,884.15 

Total  investment _ 891,691.00 

Batio  of  net  earnings  to  the  InTestment per  cent. .  12. 8 
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Exhibit  £. — Total  inveatiiumU  )^  deetrie  companies  atdy  cm  June  SO,  1890. 

Capital  Block $10,9M,080.*) 

Bonds - -- 8,771,200.00 

Notes  payable-  1,888,216.46 

Total  investment 18,aS0,MB.88 

Net  earnings  of  electric  companies  only  for  the  yew  ending  Jnne 

80,1898 1,699,868.8(1 

Batio  of  net  etu^ngfl  to  inveetmenta per  cent. .  10. 3 


Capital  stock -, »1, 828, 900.00 

Bonds - - -    1,201,700.00 

Notes  payable - 772,363.66 

Total  inveBtment..-- - 8,797,863.66 

Retalti  of  operation  for  eUetric  pbmta  in  43  cifieg  and  toums  of  leu  than  SOfiOO 
popidation  eoAfor  year  ending  Jane  SO,  1899. 

Total eaminm - -.  $814,768.64 

Total  operating  expenses _ -.    668,700.87 

Net  earning 246,067.67 

Batlo  of  ttet  earnings  to  total  investment percent..  6.4 


Washinoton,  D.  C.  Janvaty  7,  J901. 
TESmCOVT  OF  PROF.  WILLIAK  Z.  BIFLET, 

Profe»aor  of  Etxmomie*  <U  the  Maaeachatetta  Ijutitute  of  Teehnology. 

The  commission  met  at  10.68  a.  m.,  Vlc&-ChalrmaTi  Phillips  premding.  At  that 
time  Prof.  WilUain  Z.  Ripley,  professor  of  economics  at  the  MaasachTisettA  Insti- 
tnte  of  Technology,  Boston,  Uaes.,  appeared  as  a  witness,  and  being  duly  sworn, 
teetifled  as  follows; 

Q.  (By  Hr.  Phillips.)  Will  yon  please  give  your  name?— A.  William  Z. 
Ripley. 

Q.  Residence? — A.  Boston,  Mass.;  my  occupation  is  profeesor  of  economics  at 
the  Massachnsetts  Institute  of  Technology. 

Q.  How  lon(^  have  yon  been  teaching  in  that  institnte?— A.  I  gradnated  there 
as  a  civil  engineer,  then  studied  S  years,  and  went  back  there  in  1898,  and 
have  been  teaching  si       '     ~ 

"   Haveyoa  anyot 

e  proceeding  to , ^. „ . 

.  o  have  it  appear  to  the  commieeioners  that  a  good  deal  of  the  information 
that  I  shall  have  to  present  has  come  from  contact  with  railroad  men  and  with 
shippers.  Onr  graduates  at  the  institute  are  represented  in  almost  all  of  the 
manofactoring  indTietries  of  the  country,  and  a  ^eat  many  of  them  are  on  the 
railroads.  Onr  policy  has  been  always  to  keep  m  close  touch  with  them  as  to 
the  details  of  their  bnsinees  so  far  as  they  can  be  of  interest  to  ns;  and  I  should 
like  to  free  myself  from  the  prejudice  of  appearing  as  an  academic  Bpecialist,  and 
should  like  to  apeak  to  you,  if  I  may,  from  the  standpoint  of  one  who  has  talked 
"with  the  representatives  of  these  business  interests.  After  receiving  your  invita- 
tion to  come  down  here,  I  have  spent  a  good  deal  of  dme  in  seeing  a  number  of 
railroad,  cotton  mill,  and  other  manufactnring  men  in  MassachuBetts,  in  an 
endeavor  to  get  at  something  as  to  the  present  situation  in  New  England, 
because  I  believe  the  present  situation  in  New  Bi^land  will  illnstrate  dlstmctly 
the  evils  and  the  advantages  of  the  present  state  of  the  law.    In  other  words,  in 
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this  BtualL  territory  we  have  a  picture  presented  of  the  conditions  which  I  have 
been  led  to  believe  exist  all  over  the  country.  I  offer  that  merely  aa  an  expltui»- 
tioQ  of  the  concerns  from  which  most  of  mT  information  which  will  interest  yon 
has  been  derived. 

Q.  From  practical  conceme?^A.  I  have  tried  as  far  as  possible  to  check  np  all 
the  results  which  we  obtain  from  books  by  a  conference  with  oar  graduates  in 
bnsiness. 

Q,  Then  ;oa  can  proceed  in  yonr  own  way  to  make  a  statement,  and  we  will 
toke  the  lilwrty  of  interrupting  yon  as  necessary. — A.  Thefiret  point  which  I  may 
speak  upon,  perhaps,  is  as  to  the  existence— the  very  widespread  existence — of  rate 
cutting  under  the  present  interstate-commerce  law.  Rates  are  being  cat  in  New 
England  to-day,  to  the  best  of  my  information,  anywhere  from  30  per  cent  to40  per 
cent  on  west-bonnd  traffic.  I  was  informed  b^  a  representativeof  oneof  the  large 
roadB,amanwithwhomIhavepeTeonalacqnaintance,that,  inhis  jndgment,  there 
had  scarcely  ever  been  a  time  when  there  was  more  rate  catting  on  west-bound 
bnsiness  than  there  is  in  Massachusetts,  and  has  been  for  the  last  2  months.  The 
reason  for  that,  as  near  as  I  can  discover,  is  that  the  large  amount  of  exports  and 
the  large  amount  of  traffic  going  East  has  thrown  a  great  many  empty  cars  upon 
the  seaboard,  and  that  there  is  great  competition  among  the  roads  for  lillinK  those 
cars  to  the  West.  All  of  our  manufacturers  derive  a  very  considerable  benefit 
in  competition  with  other  parts  of  the  country  by  reason  of  the  differential  Cana- 
dian lines — the  Canadian  Paci&c  and  the  0-rand  Trunk— those  roads  not  beii^ 
subject  to  the  interstate-commerce  act,  which  gives  them  a  definite  advantage 
ranging  anywhere  from  10  cents  up  per  hundred  poonds  on  freight  to  Chicago. 
The  manufactui'er  of  Massachusetts,  as  I  know  in  one  or  two  instances,  can  put 
freight  into  Chicago  in  normal  times  for  from  about,  we  will  sav,  10  cents  on 
first-class  freight  less  than  a  shipper  from  New  York  can  do,  although  the  dis- 
tance is  150  or  more  miles  farther.  The  situation,  then,  at  present  is  Mis:  Those 
differentials  exist  and  have  been  approved  hy  the  other  roads  in  this  country. 
They  have  been  approved,  of  coarse,  as  a  matter  off  orce.  They  have  at  the  resent 
time  offered  bo  much  of  an  obstacle  to  the  trunk  lines  wholly  vrithin  the  united 
States  territory  that  those  tmok  lines  have  now  begun  to  cnt  under  the  differen- 
tial, and  traffic  which  for  a  great  many  years  ha.s  been  going  over  the  Canadian 
lines  ia  now  being  diverted  over  some  of  the  main  trunk  lines.  One  of  the  large 
interestein  Massachusetts,  which  has,  lam  informed,  for  nearly^  years  shipped 
a  large  proportion  of  its  freight  over  the  differential  lines,  ia  now  shipping  over 
the  trank  hues.  I  give  that  merely  as  an  illustration  of  what  is  teking  place  in 
almost  all  the  industries.  These  slupments.  however,  are  not  due  to  the  desire  of 
the  eastern  trunk  lines  to  cut  rates.  It  is  forced  upon  them  by  the  situation. 
The  far-western  connections  of  these  lines,  apparently,  are  desirous  of  securing 
business  which  shall  be  diverted  to  their  lines  tiythe  eastern  trunk  lines;  and  they 
notify  their  eastern  connections  that  any  business  diverted  to  them  will  be  taken 
at  a  considerable  cut,  leaving  to  the  eastern  trunk  lines,  which  have,  I  believe, 
honestly  tried  to  maintain  rates,  the  policy  of  either  taking  business  and  trans- 
ferring it  to  their  western  connections  at  a  reduction,  or  of  letting  it  go  over  some 
other  competing  trunk  line.  The  situation  has  been  forced  upon  the  eastern  rail- 
roads against  their  will.  A  number  of  the  men  whom  I  know  have  told  me  that 
they  would  be  only  too  glad  to  follow  the  law  and  keep  up  rates,  and  that  they 
would  welcome  any  amendment  of  the  interstate-commerce  law  which  would 
enable  them  to  maintain  rates,  but  that  under  the  present  conditions  it  is  beyond 
their  power  so  to  do. 

<j.  (By  Mr.  Phillips.)  Then  you  have  absolute  knowledge  Chat  there  are  dis- 
criminations in  the  freights? — A.  I  have  absolute  knowledge. 

Q.  Wonld  you  specity  the  roads? — A.  I  will  specify  them  so  far  as  I  havedone, 
that  they  are  the  main  trunk  lines  within  Amencan  territory  that  make  discrim- 
inations of  this  natnre.  I  will  give  you  another  example,  if  you  will  permit. 
The  freight  rate  from  Boston  to  Seattle,  which  is  the  same  rate  from  all  pointe 
east  of  the  Mississippi  River,  i»  at  the  present  time  on  first-class  freight,  I  believe. 
$1.35  per  hundred  pounds,  One  of  the  large  shippers  told  me  that  he  was  ship- 
ping now  without  asking  the  different  ro^s  for  competitive  rates,  without  any 
friction  whatever,  at  95  cents. 

(j.  From  Boston  to  Seattle?— A.  From  Boston  to  Seattle:  although  the  estab- 
lished rate  is  $1.2o,  I  believe.  I  have  not  verified  this  rate  in  the  tariffs,  but  it 
could  be  done  very  quickly. 

Q.  (By  Mr.  Clarke.  )  Had  there  not  better  be  a  dlstiiiction  made  at  this  point 
between  rate  cutting  and  discriminations:  discriminations  may  be  in  favor  of 
individuals,  while  rate  cutting  may  be  equal  to  all? — A.  I  am  very  glad  to  have 
the  correction.    I  believe  that  both  of  thoee  conditions  exist;  that  certain  shippers 
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are  obtaining  rates  which  are,  we  will  say,  35  to  40  per  cent  leaa  than  the  pnb- 
li^ed  rat«s.  whereas  those — of  conrse  thia  applies  to  those  who  ship  less  than  car- 
load lots — those  who  are  shippinK  without  the  large  volume,  which  alwa^  lends 
Inducement  to  cut  rates,  are  payiiig  nearer  the  established  tarifE.  That  is  what 
yon  mean  by  discrimination? 

Q.  Yes. 

Q.  (By  Mr.  Fajujchar.)  I  would  like  also  to  have  this  distinction  bronglit  oat 
in  uie  rates  that  yon  are  speaking  of  now;  were  they  all  rail  or  were  they  rail  and 
water? — A.  Some  of  the  differential  rates  are  part  rail  and  part  water;  for 
instance,  those  that  go  over  the  Rutland  Bailroad  and  then  up  the  St.  Lawrence. 
I  have  no  knowledge  as  to  the  difference  in  discrimination  between  all  rail  and 
part  rail  and  part  water  rates.  I  have  sought  from  varions  lines  to  verify  this 
fact  that  the  trunk  lines  are  forced  by  western  connections  to  cut  rates,  and  that 
innch  more  hnsinesa  is  going  over  the  trunk  lines  that  formerly  went  over  the 
Canadian  roads,  and  further,  that  whenever  there  is  rate  cutting  it  follows 
almost  invariably  that  that  leads  to  personal  discrimination;  that  the  competition 
which  rate  cutting  mesapposes  leads  to  a  deeper  cat  for  the  large  shipper,  or  fnr 
the  person  who  is  shipping  from  a  competitive  point;  whereas  a  rate  — 

m.ore  nearly  at  the  established  flgn        '         "  "        '  '  '     ' 

station,  or  is  made  by  a  person  whc 

of  conrse,  very  largely  according  to  tne  regularity  oi  tne  snipment.  une  man 
told  me  that  November  l,an  agreement  between  the  roads  that  they  would  main- 
tain rates  was  made  by  some  official  or  by  general  instructions  privately  sentout. 
The  day  following  that  1st  of  November  this  man  fonnd  that  serious  cutting  was 
being  made  by  a  competitor.  He  asked  the  reason  why,  and  he  was  told  thjat  it 
was  a  continuous  contract;  in  this  case,  for  apples,  running  over  aperlod  of  4 
months.  I  asked  him  as  to  thewayinwliich  rate  cutting  proceeds.  He  informed 
me  that  he  was  forced  by  the  conditions  of  business  to  make  a  similar  cut,  and  he 
informed  his  competitors  that  he  also  was  working  under  a  long-time  contract, 
or  as  they  call  it  in  the  railroad  business,  a  "  hold  over."  The  result  is  that  by 
this  subterfuge  the  rate  cutting  continues,  and  the  agreement  made  the  Ist  of 
November,  and  the  attempts  made  to  recognize  the  same  seriously,  on  the  1st  of 
December  came  to  nothing.  1  almost  universally  have  found  from  conversation 
with  men  who  are  in  the  railroad  business,  that  they  would  he  glad  to  maintain  rates 
on  our  Eastern  lines — I  know  nothing  of  Western  lines — they  would  be  glad  to  main- 
tain rates  if  they  could  do  so,  hut  the  veryconditionsof  businees,  the  competition 
especially  in  onr  part  of  the  country  between  lines  subject  to  the  interstate-com- 
merce law  and  lines  not  so  subject,  forces  them  to  the  kind  of  business  which  I 
have  described.  TUe  feeling  which  was  forced  in  upon  me  by  that  experience  is 
very  strong  that  the  maintenance  of  rates  at  an  establiehed  figure  is  fully  as 
important  a  matter  for  the  business  men  as  in  the  fixing  of  reasonable  rates  by 
8uch  a  body  as  the  Siaterstate  Commerce  Commission.  To  fix  reasonable  rates 
is  entirely  a  distinct  matter  from  securing  the  maintenance  of  snch  establi^ed 
rates  as  are  already  nnblished  by  the  railroads.  They  are  not  able  at  the  present 
time  to  accomplish  toe  second  of  these  two  ends.  One  railroad  man,  a  shipping 
agent,  told  me  that  his  road  had  never  instructed  him  to  cut  rates,  but  that  they 
sought  to  prevent  it;  and  hefeltthatthosehigher  in  authority  than  himself  would 
welcome  anything  which  would  protect  tlie  roads  against  rate  cutting  and  the 
conseouent  discrimination  as  between  persons. 

(j.  (By  Mr.  Phillips.)  You  think  that  the  rate  cutting  leads  to  discrimination 
between  persons?  It  is  pretty  difBcult  to  separate  the  two,  is  it  notf— A.  One 
aeceesarily  leads  to  the  otner;  in  times  of  general  rate  cutting  personal  discrimi- 
nations are  bound  to  arise. 

Q.  They  will  cut  rates  to  one  and  prohab^  not  to  another?— A.  They  will  cut 
deeper  to  the  one  than  to  the  other.  The  Interstate  Commerce  Commission  at 
the  present  time  has  not  the  power  to  prescribe  freight  rates  in  advance.  They 
do  not  have  this  power  becanse  of  the  decision  of  the  courts;  hut  if  the  roads  are 
to  be  allowed,  under  an  amendment  of  the  law,  to  pool  and  to  prevent  this  rate 
cutting,  there  certainly  must  be  some  protection  for  the  public,  through  securing 
for  the  Interstate  Commerce  Commission  the  right  to  adjudicate  as  to  what  rates 
shaU  be  reasonable. 

Q.  For  the  future? — A.  For  the  future;  or  to  pass  upon  them.  I  feel  very 
strongly  that  there  are  rights  upon  both  sides  which  must  be  very  jealously 
and  carefully  guarded.  A  railroad  has  the  life  and  death  of  the  manufacturer  in 
Its  hands.  I  remember— it  must  have  been  5  or  6  years  ago— talking  with  a 
banker  in  Boston;  some  of  the  details  escape  me;  I  remember  nearing  this  gentle- 
man tell  of  an  attempt  to  establish  a  paper-pnlp  factory  at  Denver.  I  do  not 
know  whether  it  has  sabsequently  been  established  or  not.    They  desired  to  ntUise 
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the  raw  material  which  was  in  the  West,  and  to  mannfactnre  paper  of  the  sort 
nsed  b7  the  newspapers,  and  to  aave  the  ezpensee  of  tranBahipment  from  pulp 
nulla  Id  distant  parte  of  the  country,  lliey  were  notified  by  one  of  the  roade  ttkat 
if  they  establiahed  a  pnlp  mill  at  Denver,  which  wonld  prevent  large  shipments 
of  freight  which  had  formerly  come  from  Wisconsin,  that  the  road  wonld  kill 
that  bnainess  at  any  coet.  The  promoters  were  very  mnch  diBconraged.  Whether 
they  actnally  earned  it  throntch  or  not,  I  have  no  personal  knowleojce. 

Q.  The  object  of  the  road,  then,  was  to  get  the  freight  on  long  hanl  instead  of 
a  uiort  one?— A.  Instead  of  a  short  one. 

Q.  Yon  state  that  they  can  make  or  break  the  mannfactnrer.  Is  that  not 
eqnally  trne  of  the  miner  of  coal  and  ore,  and  other  prodnoera  of  commoditie*?— 
A.  I  believe  so. 

Q.  And  have  700  knowledge  that  they  have  crippled  ench  indnstriee  in  any 
case?— A.  I  can  not  state  of  my  own  personal  knowledge.  I  merely  know  that 
Qovemment  reports  and  official  docnmenta  make  statements  to  that  effect.  There 
is  a  large  mass  of  offtcial  information  which  bears  npon  that  point,  bat  of  my 
— n  personal  knowledge  I  can  not  speak. 
?here  is  another  point  which  I  think  deeer 

_.  it  the  roads  in  many  respects  are  distinct  , _„ ^^ _ 

is  the  other  side  of  the  same  gnestion.  I  am  now  seeking  to  express  my  own  ci 
viction  that  it  is  an  interrelation;  that  the  railroads  have  rights,  and  that  the 
pnblic  has  rights.  A  shipment  of  dry  goods  is  made  from  New  England,  boxed 
and  marked,  we  will  say — cotton  goods  of  a  certain  grade.  Those  goods,  as  cot- 
ton goods,  go,  we  will  say,  at  second  or  third  class  rates.  The  shipping  agent— 
the  man  who  secnrea  the  contract — can  never  be  snre  from  his  personal  uiowl- 
edffe  whether  that  case  is  filled  with  cotton  goods  which  should  oe  rated  second 
orihird  class  goods,  or  whether  they  are  really  half  cotton  goods  with  a  large  nro- 
portion  of  firat-ciasa  goods  which  ought  to  go  first  class.  In  one  other  example — 
which  I  give  as  coming  from  New  England  from  an  agent  of  one  of  the  roaa»— a 
certain  firm  had  been  Bhipping  for  a  long  time  a  certain  grade  of  cotton  goods. 
Gradually  the  proportion  of  sh^tments  of  goods  of  a  very  considerably  lower  class 
became  common.  The  freight  agent  had  reason  to  sospect  that  those  boxes  were 
containinK  freight  which  ooght  to  have  gone  in  a  higher  class  than  that  which 
was  apecined.  I  asked  the  agent  why  he  did  not  attempt  to  determine  for  him- 
self. He  replied,  "  My  dear  sir,  that  is  entirely  beyond  our  power.  If  I  should 
question  that  firm  the  freight  wonld  never  go  over  our  line  again.  We  have  got 
to  accept  it  at  the  class  at  which  they  specif."  The  result  of  each  underclaarafl- 
cation  prescribed  in  that  case  by  the  shipper  is,  of  course,  to  give  veiy  considera- 
bly lower  rates  than  otherwise  would  be  charged.  The  complexity  of  this  situation 
forces  itself  upon  me  every  day — the  thousand  and  one  ways  in  which  the  object 
of,  we  will  say,  personal  discrimination,  or  rate  cutting,  may  be  obtained.  It  may 
be  bya  direct  cut  in  money.  A  Western  road,  for  instance,  depositing,  we  wiD 
Bay. ^^,000  in  a  BtMtonbank  to  the  credit  of  a  certain  New  England  freight  agent. 
He  ia  authorized  to  draw  opon  IJiat  for  cash  which  be  pays  out  in  rebates,  the 
shippers  of  course  paying  by  check  for  the  full  amount  of  the  established  rate, 
that  being  a  matter  of  record.  It  can  not  be  traced,  or  it  is  almost  impoesible  to 
trace  the  amount  of  that  cash  when  a  few  dollars  or  a  hundred  dollars  has  been 
returned  to  a  certain  firm  during  the  month  as  rebate.  That  same  discrlniination 
may  take  place  by  the  acceptance  of  freight  which  is  classified  at  a  lower  rate 
than  the  rate  at  which  it  is  supposed  to  go,  although,  as  I  have  said,  in  that  par- 
ticular reepect  the  roads  are  very  largely  at  the  mercy  of  the  ehippers.  TheymuBt 
rely  upon  the  good  faith  of  those  who  make  the  shipment.  Or  again,  of  course, 
discrimination  may  take  place  by  the  process  of  underbilling,  the  shiptnent  being 
made  at  a  rate  for  along  throngn  haul.  The  freightisthentakenofFat  an  inter' 
mediate  point,  to  which  the  local  rate  would  be  considerably  higher  than  its  pro- 
pOTtion  of  a  through  rate.    But,  however  it  be  done  by  any  of  these  devicee,  the 

■  ■      ceof  rate  cutting  and  of  personal  discrimination  is  very  widespread,  and 

jnstrained  to  believe  that  it  is  no  less  to-day  than  it  has  beendnnnga  good 

many  years  past.  Conditions  vary.  The  local  nituation  in  New  England  may  for 
a  short  time  lead  to  widespread  rate  cutting.  As,  'for  example,  the  condition 
which  I  have  described,  namely,  the  existence  of  a  large  number  of  empty  cars 
going  West  at  a  particular  season  when  the  industries  of  that  section  of  the  coun- 
vry  may  be  sendmg  out  goods.  I  would  say  also  here  that  the  existence  of  dia- 
ciiminationa  in  rates  as  between,  we  will  say,  2  orS  different  shoe  manufacturers, 
is  of  far  more  importance  to  eacii  one  than  the  absolute  level  at  which  those  rates 
stand  for  all  alike.  It  is  of  far  more  importance  to  the  shoe  manufacturer  to 
know  that  he  is  paying  IH  cents  for  a  given  service  when  his  competitor  is  getting 
it  for  SO  than  it  is  for  Urn  te  know  that  both  are  not  paying  75  and  60,  bnt  40  and 
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'39.  It  Is  not  the  general  level  of  rates,  bnt  It  1h  the  fact  that  at  a  given  time  one 
set  of  rates  is  very  nrnch  higher  than  another.    That  is  what  detonnises  the  aoc- 

>r  deetmction  of  a  given  bnainese. 

(By  Mr.  Clarke.)  That  is  to  say, 

__..   .  it  nniform  than  to  get  a  low  rat*  .  ■  ,  „  - - 

lower  one? — A.  That  is  precisely  my  pcdnt.  A  mannf actnrer  said  tometheoUker 
day  that  it  did  not  make  so  much  difference  to  him  abeolntely  how  mach  freight 
rate  he  had  to  pay.  The  qneetion  was,  how  mnch  was  his  oomi)etltor  paytog. 
That  phase  of  freight  rates  enters  very  largely  into  the  competinon  at  present 
arising  between  the  cotton  mills  in  Massachnse^  and  New  England  and  the  cot- 
ton muls  in  theSonthem  States.  The  ezistencein  a  very  large  part  of  the  Sonth- 
^n  States  of  wliat  is  practically  a  pool  makes  the  freight  rates  into  and  ont  of 
those  Sonthem  States  considerably  higher  than  in  those  parte  of  New  England 
where  competition  still  prevails.  There  are  only  two  parts  of  New  England 
where  there  is  railroad  competition  to-day — along  the  line  of  junction  of  the  Boston 
and  Maine  Bailroad  and  Fitchbni^  territory,  and  ot  the  New  York  Central,  that 
is.  of  the  Boetonand  Albany;  and  secon^,  at  the  line  of  contact  of  the  latter  and 
the  New  York  Central,  and  the  New  York,  New  Haven  and  Hartford  on  the 
eonth.  I  am  informed  that  there  is  a  good  deal  of  feeling  among  the  people  in 
sonthem  New  Hampshire,  southern  Vermont,  and  nortiieni  Uassachosetts,  along 
tiie  line  of  territory  in  which  formerly  competition  between  theBostonandMaine 
and  the  Fitehburg  railroads  existed.  Those  two  roads  have  now  become  amal- 
gamated, and  the  result  is  that  a  nnmber  of  places  like  Peterboro,  N.  H.,  for 
mstance.  which  formerlv  had  the  benefit  of  low  competitive  rates,  now  find  that 
rates  are  appreciably  higher.  Nevertheless— and  tnis  I  believe  is  worthy  of 
emphasis— the  rates,  while  somewhat  higher,  are  certainly  steadier.  There  are 
complaints  that  the  rates  are  indeed  higher,  bnt  mannfacturers  have  told  me  that 
they  wonld  mnch  rather  have  higher  rates  which  can  be  depended  npon.  This 
brings  us  back  to  the  point  which  was  touched  upon  a  little  while  ago;  they 
wonld  mnch  rather  have  a  higher  rate,  and  know  that  rate  was  going  to  prevau 
this  week  and  next  vreek,  and  that  every  man  in  that  territory  with  whom  they 
were  competing  in  manufacture  was  eoing  to  pay  the  same  rate.  I  think  it  may 
be  predicted  that  the  effect  of  consolidation  or  pooling,  if  yon  are  pleased  to  caU 
it  snch,  is  likely  to  be  a  maintainance  of  higher  rates,  perhaps  a  lesser  reduction 
to  some  degree  than  misht  take  place  otherwise.  But  tbe  effect  of  the  comMnft- 
tion  or  of  the  pool  would  be  to  make  a  steady  rate,  and  a  fixed  rate,  which  the 
mannfacturer  or  which  the  public  can  rely  upon,  and  which  they  can  feel  is  paid 
by  everybody.  The  effect  of  that  will  be  a  welcome  one  to  the  people  concerned. 
The  authorization  of  pooling,  however — and  I  have  thought  a  good  deal  about 
that  particular  queetion^giving  the  railroads  absolute  control  over  rates,  would 
be,  if  it  had  such  an  effect,  to  place  the  pnblic  stiUmorein  the  power  of  the  roads 
than  they  are  to-day.  Any  proposition  to  legalize  pooling,  it  seems  to  me,  should 
have  inextricably  bound  up  with  it  some  increase  or  regulative  power  of  thelnter- 
stato  Commerce  CommiBSion.  For  instance,  at  Peterboro,  N.  H. ,  which  now  is  a 
noncompetitive  point— the  Fitehburg  road  and  the  Boston  and  Maine  being  amal- 
gamatea— rates  are  fixed  liy  different  considerations  than  those  which  formerly 
prevailed.    Peterboro  should  feel  that  it  has  somebody  at  Washington  that  will 

Sive  protection,  with  power  to  pass  upon  the  reasonableness  of  the  new  rates.  To 
low  you  how  this  works  I  will  give  you  one  other  illustration  which  came  to  me 
directly  from  the  field.  A  certain  gentlemiui  controls  some  10  country  stores  all 
througn  the  towns  of  northern  MaBsachusetts  and  southern  NewHampshire.  His 
contrm  amonntsto  the  management  of  their  affairsindirectly  from  Boston,  where 
he  acts  asa  purchasing  agent.  The  townof  Jaffrey,  N.  H.,  ih  fl  miles  from  Peter- 
boro. JafCrey  was  formerly  served  by  one  road,  and  still  is.  Peterboro  was  a 
competitive  point  at  the  junction  of  twritory  between  the  Boston  and  Maine  and 
the  Fitehburg  railroads.  So  much  lower  were  the  Peterboro  rates  formerly  on 
shipments  that  all  the  goods  for  the  country  store  in  Jaffrey  were  hauled  a  num- 
ber of  mUes  by  horse  in  order  to  take  advantage  of  the  competitive  rates  of  Peter- 
boro. Since  that  territory  has  ceasedtobecompetitivefreightis  no  longer  hauled 
by  horse,  because  the  Peterboro  rate  and  the  Jaffrey  rates  are  just  the  same.  The 
effect  of  that  upon  the  distribution  of  business  is  very  considerable. 

Q.  (Bv  Mr.  Phillips.)  Did  they  bring  the  rate  up  to  Jaffrey  or  down  to  Peter- 
boro?—A.  The  rate,  aa  I  understand  it,  is  brought  np  to  the  Jaffrey  rate.  But  let 
me  return  once  more  to  the  statement  formerly  made,  that  it  is  not  so  mn<^h 
whether  tbe  rate  is  slightly  higher  or  slightly  lower,  bnt  that  it  Is  the  same  for 
everybody.  In  other  words,  there  is  no  incentive  for  roads  to  cut  rates  and  make 
personal  discrimination.  Therefore  a  business  man  and  shipper  can  calculate 
what  his  cost  Is  going  to  be,  and  especially  the  conditions  under  which  he  is  com- 
peting with  the  nei^boring  town. 
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fnr  througn  freight,  how  would  yoa  eliminate  the  Canftdian  roads  from  competi- 
tion witii  the  American  roads? — A.  lean  not  see  any  way  at  present.    I  recall  the 
section  of  the  Dingley  Act  of  1897,  abont  which  bo  much  has  been  said  in  the 
newapapem.  which  provided  for  a  discriminating  tariff  against  all  goods  carried 
in  bcnid.    That  section,  it  was  said  at  the  time,  waa  imposed  through  the  influ- 
ence of  lines  within  the  American  Trunk  Line  territory.    At  all  events  the  effect 
of  it  would  be  to  i]  ......       ,   .  .,         ,       .  .  . 
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climate  and  our  peopie  v>  reiy  upon;  me  aisiauce  irom  wie  greai  ceniers  oi  popu- 
lation and  wealth  are  sach  that  it  would  be  one  of  the  greatest  disasters  for  New 
England  which  could  happen  that  it  should  be  deprived  of  that  little  advantage 
which  they  have  of  shipment  over  these  Canadian  lines.  As  it  will  appear  from 
the  map,  these  lines  are  not  very  much  more  devinus  to  Chicago  than  are  the  siiip- 
ments  through  the  United  States.  Our  manufacturers  ail  feel  ver^  strongly  on 
Uiat  point;  whether  rightly  or  not,  it  moat  rest  with  each  man's  judgment  to 


Q.  Now,  another  question  in  connection  with  that  of  pooling.  Suppoue  Con- 
gress should  place  in  the  hands  of  the  InterBtate  Commerce  Commission  the  right 
to  approve  rates  of  the  different  lines  of  railroads,  and  protect  that  rate  after  it 
was  approved  until  changed.  Would  not  that  sabstantlally  bring  the  redress  that 
70U  ask  for  by  pooling?— A.  You  mean  that  that  should  be  done  without  the 
authorization  of  pooling? 

Q.  Withont  pooling,  yea. — A.  I  should  say  not.  The  only  way  to  stop  rate 
cutting  is  to  do  away  with  competition.  The  railroad  is  a  monopoly  for  thia 
reason,  that  the  more  business  it  does  the  cheaper  it  can  do  it.  Votxidy  else  can 
come  into  the  field  when  the  road  has  an  established  line — two  or  four  track 
line— and  begin  business  at  a  tenth  of  the  tonnage  which  that  old  road  is  carry- 
ing, and  in  any  way  compete  profitably  with  it  in  rat«s.  A  fonr-track  road  can 
charge  a  great  deal  less  per  ton-mile  than  any  smaller  road  can  do.  The  trend  of 
affaire  ia  to  force  business  into  the  hands  of  those  who  can  do  a  large  business  at 
decreasing  cost. 

Q.  Would  it  not  be  worth  trying,  at  least,  to  give  the  Interstate  Commerce 
Commission  the  power  to  approve  rates,  and  then  see  that  the  roads  sustain 
them? — A.  I  believe  that  ttiat  wonld  be  a  distinct  advauta^  to  the  country. 

Q.  (By  Mr.  LiTCHKAN.)  Would  that  reach  the  evil  of  shipping  high-class  goods 
as  low -class  goods? — A.  Not  unless  it  gave  the  right  of  inspection.  I  have  felt  at 
various  times  that  that  was  a  x>oint  which  has  not  been  tried  out  in  many  cases; 
that  many  shippers,  even  of  moderate  volume,  have  it  in  their  power  to  trick  the 
railroads  if  they  choose  to  do  so,  and  the  larger  they  get  to  be  the  more  they  can 
force  the  continnation  of  that  same  policy.  A  railroad  may,  if  a  man  is  only 
shipping  one  small  box  of  dry  goods,  pnt  on  an  inspector  and  actually  have  the 
matter  determined,  but  if  it  is  a  large  shipment  which  they  can  not  afford  to  let 
go  to  some  other  road,  they  must  wink  at  it  and  let  itgo. 

Q.  (By  Mr.  Phiujps.)  Without  some  pooling  nrocess  could  the  Interstate 
Commerce  Commission  take  up  each  single  road  ana  fix  a  schedule  for  it?  Could 
it  physically  do  it  without  a  much  larger  body  than  what  there  is  now?— A.  I 
should  say  it  would  very  greatly  multiply  the  duties  of  that  body;  but  do  I  under- 
stand yon  to  mean  to  aek  whether  the  commission  should  make  the  rates  itself, 
or  simply  pass  upon  the  reaaonableness  of  the  rates  made  by  the  railroads  before 
put  in  force? 

Q.  (By  Mr.  A.  L.  Hasris.)  Not  to  make  the  rate,  but  pass  upon  it? — A.  That 
ie  a  different  matter  than  suggested  by  the  chairnian.  I  believe  that  should  be 
done.  I  think  it  is  an  important  element  in  any  amendment  of  the  int«rstate- 
commerce  act;  but  I  qoestion  very  much  whether  this  practice  which  is  so  wide- 
spread of  rate  cutting  and  of  personal  discrimination — which  can  not  be  stopped 
by  the  railroaids,  ttkough  many  of  them  would  be  glad  io  do  so — could  be  stopped 
by  an  administrative  body  at  Washington. 

Q.  If  that  legislation  is  upon  the  statute  book,  would  not  the  roads  desiring  to 
comply  with  the  law  have  a  very  great  influence  in  causing  the  other  roads  to 
comply  (dao  throngh  the  titerstate  Commerce  Commission? — A.  I  think  it  wonld 
have  a  good  effect;  yes.  Whettier  it  would  be  enough  to  meet  the  almost  inevi- 
table condition  of  bnainesB,  which  is  that  of  either  cnt-throat  competition  or  pool- 
ii^,  is  another  question.    It  would  certainly  contribute  to  that  end. 

Q.  It  wonld  hardly  be  expected,  of  course,  that  it  would  be  eliminate'  entirely, 
bnt  would  it  not  go  a  very  great  ways? — A.  It  might.  ^^  , 
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be  glad  to  do  kwaj  with  the  rate  catting  and  pereoual  ^Bcmnination  which  is 
loaded  npon  th«ta  hy  »  great  many  of  the  tmsts.  At  the  preeent  time  they  ^re 
carrying  these  tmsts  upon  their  ehouldera.  They  can  not  help  it.  They  have 
grown  BO  large  that  they  can  dictate  rates  of  freight,  and  the  roads  have  no 
choice.  They  maet  either  take  the  goods  or  see  them  go  to  some  competitor,  if 
any  means  conld  be  devised  by  which  this  could  be  stopped,  and  at  the  same  time 
someprotectiooforthepeoplesetnpinan  enlargement  oC  the  powers  of  ihe  Inter- 
state Commerce  Commission,  it  wonld  seem  to  me  to  be  a  fair  give  and  take.  The 
railroads  would  receive  what  they  nndonbtedly  wish — the  power  to  pool;  the  peo- 
T^e  would  receive  a  considerable  enlargement  of  the  powers  of  me  Ioter8tat« 
Commerce  Commiseion.  enabling  them  to  pass  upon  rates  in  advance  of  the  time 
they  are  pnt  in  force.  I  believe  that  the  desire  oi  the  people  and  of  the  roads  for 
these  two  things  wonld  bring  them  together  to  some  degree. 

Q.  (By  Mr.  Philups.)  Do  yon  think  that  the  railroads  at  the  present  time  care 
a  very  great  deal  aboot  pooling?  Have  they  not  consolidated  in  such  a  manner 
as  to  make  their  own  rates? — A.  That  is  a  point  to  which  I  was  coming. 

<^  Do  you  know  anything  about  this  new  comUnation  amongst  the  railroads 
which  has  been  formed  in  the  last  year  by  an  interchange  of  stock,  eto.7^A.  I 
have  followed  some  of  this  with  a  little  care ,  and  took  the  fiberty  of  bringing  some 
diagrams  illustrating  the  character  of  certain  railroad  securities.  The  raiL-oads, 
prohibited  from  pxiBng,  are  planning  byfinancial  consolidatio  t  m  reach  the  same 
restklt.  This  makes  it  still  more  imperative,  aa  yon  suggest,  that  the  enlargement 
of  the  powers  of  the  Interstate  Conunerce  Commission  to  prescribe  reasonable 
rates  anonld  follow. 

Q.  Have  yon  followed  the  consolidation  of  the  Baltimore  and  Ohio  and  the 
FeoDsylvania  system  that  has  occurred  In  the  last  year? — A.  bi  ISOtt,  at  theperiod 
of  depreeaion,  at  which  time  so  many  roads  were  in  the  hands  of  receivers — some- 
thing like  one-quarter  of  the  mileage  of  the  United  States  (I  believe  it  was 
mileage)^I  began  to  collect  material  npon  the  reorganizations  and  receiversbips 
of  those  roads,  and  followed  that  as  far  as  spare  time  would  permit,  together  with 
the  growth  of  the  systems,  and  the  effect  of  the  leases,  working  arrangements, 
consolidations,  or  pnTchases  which  have  taken  place.  The  reorganizations  prin- 
cipally which  shonld  be  taken  aa  typical  would  [>e  the  Reading,  the  Baltimore,  the 
SouthenaBailToad,theCentralofVermont,and  one  or  two  others.  The  effect  of 
those  reorganizations  npon  the  amount  of  caijital  stock  and  bonds  out  has  been 
veiy  great;  and  the  number  of  virtual  reorganizations,  the  most  striking  of  wliich 
is  the  reorganization  of  the  Chicago  and  Alton,  hare  forced  the  conviction  upon 
me  that  meet  of  these  reorganizations  which  were  intended  to  cut  down  capital- 
ization have  iiad  exactly  thereverseeSect.  The  road  comes  out  of  the  reorganiza- 
tion with  a  lessenii^  of  its  fixed  charges,  to  be  sure.  That  is,  the  financiers  have 
been  enabled  to  issnenewclassesof  bonds  atlowerratea  of  interest,  but  the  aggre- 
gate par.  value  of  stock  and  bonds  is  almost  always  greater  than  it  was.  Take  the 
case  of  the  Atchiaon  and  Topeka,  which  has  been  reoraanized  three  times  since 
1889.  It  began  in  188B  with  a  capitalization — that  is,  stock  and  bonds — of  about 
1205,000,000.  It  was  reorganized  in  1890,  and  the  atock  and  bonds  were  increased 
toupwardof  $300,000,000.  In  1894  it  was  again  reorganized.andtheetockand  bonds 
were  swollen  in  amoant  to  $33U,000.000,  Whether  the  puWio  ought  to  be  called 
upon  to  pay  a  normal  rate  of  interest  upon  that  enormous  aggregation  of  capital, 
someof  which  reprepresents  increase  in  the  value  of  property, some  of  which  rep- 
resents promoters'  profits,  and  some  of  which  represents  pure  water,  is  a  question 
which  should  be  very  carefully  thrashed  out.  I  have  been  looking  over,  during 
the  lost  3  or  8  days,  the  case  of  Danville  and  Lynchburg  in  Virginia,  which  has 
been  before  the  Interstate  Commerce  Commission .  A  large  factor  in  their  deter- 
mination of  the  case  turns  opon  the  esietence  of  the  enormous  capitalization  of 
the  Southern  Railroad— a  caiiitalization  which  has  been  put  upon  that  railroad 
through  its  recent  reorganization.  The  question  of  reasonableness  or  unreason- 
ableness ot  rates  rests  npon  the  amount  of  actual  investment  that  there  is  in  that 
road.  The  railroad  declares  itself  to  have  a  capitalization  of  $120,000,000.  They 
are  entitled,  as  they  contend,  to  earn  alivinginterest  and  dividend  upon  that  basis 
The  Interstate  Commerce  Commission  answers.  Not  so;  a  large  part  of  that  capi- 
tal is  fictitioQS,  and  we  deny  that  you  have  a  right  so  to  earn.  The  Interstate 
Commerce  Commission  does  not  know;  the  people  do  not  know;  nobody  knows  bnt 
the  people  who  own  that  road,  and  possibly  also  they  have  no  data  as  to  how  much 
actaal  money  has  been  put  into  that  propwty.    It  seems  to  me  that  the  determina- 
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tion  of  some  of  these  qaeetioiLS,  the  relatioa  between  the  reorganization,  refanding, 
and  consolidation  of  the  roEtds  and  the  an:iount  of  actaal  property  that  is  in  them, 
ahonld  lie  at  the  basis  of  the  determinatiott  of  what  rates  are  reanonahle  or  what 
are  not.  Iti  other  words,  we  must  cut  loose,  if  we  are  Koing  to  determine  how  mach 
each  road  is  entitled  to  earn,  from  consideration  of  this  eaperflcial  flmire  of  stock 
and  bonds.  In  some  roads  it  is  greatly  swollen,  and  in  some  roads  it  does  not  rep- 
resent more  than  the  actual  investment.  I  take  the  liberty.  Mr.  Chairman,  of 
referring;  to  an  articlein  the  Quarterly  Journal  of  Economics  for  November,  1900, 
npon  the  working  of  onr  corporation  laws  in  Massachusetts  in  the  matter  of  capitali- 
siation,  in  which  I  endeavored  to  point  out  the  seriousattempt  we  have  made  in  Mae- 
Bochusette  to  keep  capitalization  down  to  the  actual  investment.  There  is  not  a 
Commonwealth  in  the  country  whioh  has  succeeded  to  a  greater  degree  than 
Massacbneetts,  by  antistock-watering  laws,  in  balding  down  capitalization  to  the 
actual  investment  made.  And  may  I  say  here  that  this  at  once  points  to  a  sug- 
gestion for  control  which  I  have  not  as  yet  expressed,  namely,  that  the  increase 
of  the  powers  of  the  Interstate  Commerce  Commission,  by  enabling  them  to  pass 
upon  ail  financial  operations  of  the  interstate  roada,  with  power  to  regulate  issue 
of  stock  and  bonds,  to  approve  of  the  terms  of  leases — to  do,  in  other  words,  all 
those  things  which  the  MaasachuFctts  railroad  commissioners  are  empowered  to 
do  by  law — would  give  the  Interstate  Commerce  Commission  just  that  hold  over 
the  roads  which  they  apparently  need  at  the  present  time.  For  instance,  the 
Massachusetts  railroad  commissioners  have  no  power  to  prescribe  reasonable 
rates.  That  is,  perhaps,  the  fundamental  difference  between  our  Massachusetts 
railroad  conumssion  and  that  of  m^ny  Western  States.  The  people  have  never 
empowered  that  body  to  determine  what  rates  are  reasonable  and  what  are  not, 
but  the  corporation  lawB  of  Massachusetts  are  made  so  strict  that  no  railroad  in 
Massachusetts  can  iasne  a  dollar's  worth  of  stockorbonds,  can  lease  another  road, 
can  buUd  another  spur  of  side  track,  can  do  anything  of  that  kind,  without  get- 
ting the  prior  approval  of  the  railroad  commiasion.  What  is  the  resnlt?  The 
roods  feel  that  unless  they  accede  to  recommendations  of  the  railroad  commis- 
sioners  in  matters  of  rates,  unless  they  voluntarily  acquiesce  in  recommendations 
of  that  nature,  that  some  day  next  week  or  next  monui,  when  they  wish  to  carry 
through  some  financial  operation,  that  that  body  will  have  power  to  withhold  its 
consent.  Do  I  make  it  clear?  That  is  the  sole  weapon  which  our  Massachusetts 
railroad  commissioners  exercise  over  the  roads,  and  in  our  history  has  accom- 
plished many  of  the  results  that  seem  desirable, 

Q.  (By  Mr.  Clarke.)  Are  yon  aware  that  some  years  ago,  when  the  Honsatonic 
Bailroad  refused  or  neglected  to  comply  with  a  recommendation  of  the  commis- 
sion for  the  reduction  of  rates  at  certain  jwinta,  the  commission  reported  the 
facta  to  the  general  court,  which  was  then  in  session,  and  that  the  general 
court  immediately  antborized  the  railroad  commissioners  to  fix  rates  on  that 
road? — A.  Of  course  that  is  an  additional  weapon.  I  did  not  know  of  that  case; 
I  am  very  glad  to  have  it  for  my  ovm  information.  But  that,  of  course,  should 
be  taken  into  cimsideration.  namely,  that  there  is  a  genuine  conviction  on  the 
part  of  the  roads  that  the  legislatiire  will  stand  by  the  commission,  ready  to 
empower  them  if  necessary.  But  under  ordinary  conditions,  those  of  everyday 
lifi>.  I  am  told  that  its  power  to  pass  upon  all  financial  operations,  to  approve  au 


Q.  {By  Mr.  A.  L.  Harris.)  Has  yonr  law  been  oppressive  to  corporations  in  its 
execution? — A.  It  has,  to  the  degree  that  several  of  our  largo  corjKirations  have 
migrated  from  Massachusetts.    If  anything,  onr  law  has  been  a  trifle  too  strict. 

Q.  (By  Mr.  Clakke.)  You  refer  now  not  to  the  railroad  law,  but  the  antistock- 
watermg  laws? — A.  The  an ti Stock- watering  laws.  The  law  saya  specifically 
that  no  corporation  shall  issue  stock  except  to  the  amount  of  actual  investment 
in  tangible,  physical  plant.  A  lawyer  told  me  the  other  day  that  he  was  called 
upon  to  orgaTiize  a  small  business  corporation  which  was  manufacturing  electric 
fans.  The  patent  for  those  tans  was  the  foundation  of  the  entire  busineas. 
They  went  to  the  corporation  commissioner  and  asked  for  authority  to  capitalize 
the  value  of  their  factory  and  of  their  assets,  plus  $3,000,  which  they  entered  on 
their  balance  sheet  as  "patenti"."  and  the  commissioner  of  corporations  said, 
"  No;  a  patent  is  not  tangible,  visible  pi-operty,  and  we  can  not  allow  you  to  capi- 
talize it,  but  you  may  borrow  money  to  the  amount  of  {3,000,  purchase  that 
patent  from  some  member  of  your  own  corporation,  who  will  act  in  an  individual 
capacity:  then  you  can  show  upon  your  iMXiks  that  you  have  paid  out  $3,000,  so 
that  that  purchase  of  a  patent  for  $3,000  may  be  capitalized."  I  give  this  merely 
ae  an  illustration,  to  show  that  in  some  details  the  Massachusetts  law  leans  a 
little  bit  over  backward. 
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Q.  (B,,-  M..  IiiTCHXAN.)  Does  not  that  also  show  that  yon  can 'whip  tho  devil 
around  the  stnmp  if  yon  want  to? — A.  It  does;  but  it  ahowB  that  if  you  compare 
tho  capitalization  of  our  Massachaeette  companies  with  those  in  other  States  you 
will  find  that  the  devil  has  been  whipped  lesa  timee  around  the  stump  than  in 
uther  States. 

Q.  (ByMr.  Pbilupb.)  Is  the  Massachusetts  law  too  strict,  or  ore  the  laws  of  the 
other  States  too  lax?^A.  I  should  soy  at  once  that  the  laws  in  the  other  States 
are  too  lax.  If  the  United  States  could  reflate  corporations  in  the  way  tho  State 
of  MassachneettM  has  reipilatcd  them,  at  great  cost  to  itself — I  mean  at  the  cost 
of  emigration  to  othar  States  where  they  can  do  what  they  wish — I  believe  that 
the  abuses  conld  be  mitigated  to  a  considerable  extent. 

Q.  Then  you  would  be  in  favor  of  a  uniform  law  in  the  States  in  regard  to 
capitalization  of  corporations  and  public  utilities? — A.  I  l^lieve  there  is  nothing 
that  would  make  matters  easier  for  Massacbnsetts,  Onr  labor  laws  in  Massacha- 
aetts  are  so  strict  that  our  people  would  welcome,  more  than  anything  else,  laws 
which  would  level  up  the  regnlation  of  such  business  to  the  Massachnsetta  stand- 
pcdnt.  There  is  no  denying  that  in  many  cases,  in  two-thirds  of  the  grants  to 
monicipal-service  corporations  in  Massachusetts,  they  have  gotten  around  the 
laws  by  reason  of  special  exemptions;  bnt  taking  the  State  as  a  whole  the  corpo- 
rations are  very  much  lesa  ovevcapitalized,  so  that  you  may  predicate  pretty 
closely  the  value  of  tlie  property  by  tne  figure  of  the  capitalization.  For  instance, 
in  Massachusetts  the  average  capitalization  of  our  street  railways,  exclusive  of 
Boston,  is  abont  $!iT,000  to  140,000  per  mile.  The  average  capitalization  of  the 
street  nulwaya  in  Pennsylvania,  of  Philadelphia  at  least,  is  something  like 
$130,000  a  mile;  and  in  New  York  State  it  is  in  the  neighborhood  of  $100,000  a 
mile.  I  will  cite  directly  from  an  article  in  the  Quarterly  Journal  of  Economics 
for  November,  1900,  to  prove  that  fact  in  detail.  For  Massachusetts  street  raOwaye 
the  capit^zation  x>er  stock  and  funded  debt  in  1899,  according  to  the  Maseacha- 
Betts  raOroad  commissioners,  was  t46,S00  per  mile;  of  the  New  York  street  rail- 
ways it  was  $177,000;  that  is,  more  than  four  times.  Pennsylvania  was  $138,04)0 
per  mile.    Whereas  the  capitalization  of  the  steam  railroads  in  the  United  States, 
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ization,  according 
$60,000  per  mile. 

Q.  (By  Mr.  Litchman.)  In  that  connection,  do  you  take  into  consideration  that 
in  some  of  the  cities  in  some  of  the  States  the  street  railway  has  to  pave  the  entire 
width  of  the  road,  while  in  some  other  cases  they  only  pave  between  tracks? — A. 
In  Philadelphia  they  do  that,  paving  the  entire  width  of  the  road,  I  believe. 

Q.  That  would  make  a  difference  m  the  cost  per  mUo? — A.  Of  course,  the  actual 
use,  the  actual  service  to  which  this  capitalization  in  the  different  States  was  pat, 
I  did  not  intend  to  raise  at  this  point.  It  was  merely  to  show  that  our  Massacbn- 
setts coTi>oratLons  do  not  incorporate  for  anywhere  near  the  aggregate  amount  of 
par  value  of  stock  and  bonds  per  mile  which  is  customary  in  other  puts  of  the 
country. 

Q.  If  the  other  roads  are  compelled  by  the  conditions  surroundiDg  them  to  pay 
a  larger  cost  on  establishiag  plant,  is  not  the  larger  capitalization  per  mile  justi- 
fied?— A.  It  is.  I  should  like  to  qualify  what  I  have  said.  Low  capitalization 
does  not  necessarily  mean  the  removal  of  evil  and  abuses.  It  depends  entirely 
upon  circumBtances.  A  road  which  represents  a  small  investment  of  capital, 
which  is  conducting  business  at  B  very  narrow  margin,  may  be  capitali^d  at 
$38,000  a  mile,  and  that  may  be  excessive — that  may  be  twice  too  much.  Another 
road  which  may  be  capitalized  for  $60,000,  or  $80,000,  or  $100,000  per  mile— repre- 
sented in  the  property  and  in  the  earnings  of  that  capitalization — would  not  be 
overcapitalized.     It  should  depend  entirely  upon  the  nature  of  the  business. 

Q.  Yon  suggested  that  there  might  be  a  remedy  for  this  discrimination  and 
cutting  of  ratee  by  pooling  among  the  different  roads,  approved  by  the  managers 
of  those  roads.  The  question  arise.s  there.  Would  there  be  any  safeguard  for  the 
general  public  if  the  managers  of  the  pools  were  engaged  in  enterprises  that  bene- 
fited by  the  discrimination  in  rat«s? — A.  I  should  say  no. 

Q.  Would  not  the  very  fact  of  the  pooling  of  rates  for  the  general  public  give 
to  the  special  favorites  of  the  pool  a  still  larger  advantage  than  they  enjoy  at  the 
present  tLme?~A.  That  presupposes  entirely  that  the  pool  is  able  to  control  the 
rulroad— that  the  pool  and  the  trust,  if  I  may  use  that  phrase,  are  in  the  same 
hands.  They  are.  The  railroads  and  pools  are  undoubtedly  tied  qd  together. 
There  Is  hardly  a  large  trust  to-day  which  does  not  own  enough  track  so  that  it 
can  make  shipments  on  a  joint  rate.  For  instance,  the  large  steel  and  wire  com- 
pany at  Cleveland.  I  believe,  has  some  37  miles  of  track.  Why  do  they  keep  that? 
Solely  beoauae,  operating  as  a  railroad  corporation,  they  are  enabled  to  make  joint 
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tates.aud  their  shipments  are  made  over  this  37  miles  of  truck,  then  Koin);  over  th« 
track  of  a  lar^r  railro&d.  The  celebrated  CouDselman  case,  which  determined 
the  powers  of  the  Interstate  Commerce  Commission,  was  raised  by  the  Illinois 
Steel  Company,  which,  owning  several  tracks  aronnd  Chicago,  was  enabled  to  use 
those  tracks  to  secure  low  joint  through  rates,  which  would  not  have  been  quite 
BO  low  if  the  shipment  had  originated  and  terminated  under  the  same  corporatdon, 
Q.  Have  you  thought  along  the  line  of  Gtovemment  ownership  and  control  of 
tmnk  lines? — A.  I  have  thouKtit  about  it;  and  if  the  service  conld  be  maintained 
as  ODT  post-ofBce  service  is,  if  it  could  be  maintained  as  the  Glovemment  service 
in  Germany  is,  and  all  be  in  the  control  of  the  United  States  as  an  entirety,  cer- 
tain of  the  abuses  at  the  present  time  might  be  eliminated.  Whether  others 
would  arise  it  is  not  my  pniyoee  to  question  nere:  but  this  point  I  should  empha- 
eizo,  that  when  it  is  done  it  has  all  got  to  be  done  at  once.  In  Belgium  they  tried 
Oovermnent  ownership  alongside  of  private  ownership,  and  the  result  was  that 
theOovemment  had  to  comedown  to  the  level  of  cut  rates  and  personal  discriml' 
nation  and  everything  else  iu  order  to  live.  They  had  to  be  just  ae  low  in  their 
tariffs  fts  the  private  roads.  When  Government  ownership  comes,  if  it  ever  does, 
it  is  my  own  personal  judgment  that  it  must  be  effected  in  such  a  way  that  com- 

Eietition  between  the  Government  roads  and  private  roads  shall  not  arise  and 
orce  the  Government  road  to  the  level  of  the  other  road.  The  higher  rate  does 
not  pull  the  cut  rate  up  to  its  level;  it  is  the  lower  one  that  forces  the  higher  one 
down,  as  a  rule. 

Q.  (By  Mr.  Phillips.)  Are  you  going  on  the  principle  that  the  Government 
can  not  transport  as  cheaply ,  that  it  must  come  down  to  the  lower  level?  The  theory 
is  that  it  would  be  cheaper,  and  it  would  not  therefore  be  cut  by  the  private 
roads. — A.  Practically,  the  whole  problem  is  so  complex,  as  I  see  it  to-day,  that 
I  should  hesitate  very  much  to  predict  what  might  nappen  in  such  a  case.  It 
undoubtedly  would  cure  many  of  the  abuses  of  the  present  time.  Whether  it 
would  give  rise  to  others  more  serious  I  should  hesi^te  to  say.  But  I  can  say 
this,  in  my  judgment,  that  when  it  was  done  it  would  have  to  be  done  as  an  exper- 
iment for  the  whole  country  at  once;  and  the  amount  of  capital  involved  at  the 
present  time  ia  so  great  that  that  removes  it  as  a  possibility  for  some  years.  Ulti- 
mately it  mar  come.  In  Germany  the  service,  as  I  know  it — I  have  traveled  a 
food  deal  on  the  foreign  roads — the  service  is  ^ood,  bnt  it  is  not  at  the  level  of  our 
.merican  efficiency  by  any  means,  and  that  is  by  reason  of  the  absence  of  com- 
petition. The  question  of  facilities  offered  to  travelers  is  jnst  as  much  subject  to 
variation  as  is  the  rate  charged.  This  is  the  great^t  difficulty  in  our  Massa- 
chusetts and  New  England  territory,  which  is  practically  pooled.  Yon  may 
observe  the  practical  effect  of  pooling  if  you  will  go  anywhere  north  of  the  Fitch- 
btiTg  road  up  to  the  boundary  of  Canada,  the  entire  territory  being  subject  to  the 
Boston  and  Maine.  The  result  is  seen  definitely  in  the  facilities  offered.  There 
is  not  that  competition  which  keeps  the  service  up  to  the  high  level  of  efficiency. 
People  are  obliged  to  be  content  with  slow  trains,  with  fewer  trains,  and  wiUl 
many  other  inconveniences.  For  instance,  how  lon^  would  the  Chicago  and  Bock 
Island  Railroad  and  those  other  roads  in  competition  with  it,  which  give  yon  a 
reclining  chair  for  the  ordinary  fare,  be  able  to  operate  if  in  a  run  of  IM  miles  its 
trains  were  sidetracked  three  times  in  order  to  let  cattle  cars  pass  and  the  train 
on  that  run  were  two  hours  and  a  half  late?    That  is  the  experience  of  a  friend  of 
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r  territory  recently.  Un  the  Rock  Island,  or  the  C..  B.  and  Q.,  or  any  of 
moee  roads,  they  know  perfectly  well  that  if  they  do  not  give  quick  trains  and 
good  service— and  here  we  are  leaving  out  of  view  rates — the  trafac  willgo  by  the 
other  lines.  Ajid  if  you  have  cousoliaation  so  that  people  have  got  to  go  one  way 
or  not  at  all.  that  is  to  say.  if  there  is  no  competition,  all  the  roads  keep  on  the 
same  level.  It  is  therefore  more  difficult  to  improve  the  facilities  offered  unless 
there  is  a  body  somewhere  which  has  the  power  to  prescribe  what  they  ought 
to  be. 

Q.  (By  Mr.  Clarke.)  Was  not  that  preference  given  to  cattle  trains  due  to  the 
necessity  of  landing  that  freight  at  the  port  for  connecting  with  a  certain  vessel? — 
A.  Entirely;  either  that  or  else  that  the  freight  was  perishable. 

(i.  Would  not  that  occur  under  Government  control  or  under  a  pooling  arrange- 


ment in  the  SBm.e  way?— A.  I  tiiiuk  it  might,  except  that  a  road  which  waa  n 
competitive  conditions, like  many  of  the  Western  lines,  would  simply  have  to  put 
n  double  track  or  much  more  double  track  in  order  to  meet  that  condition.    I  do 


not  mean  to  say  by  any  means  that  that  is  typical  of  the  whole  situation,  but  I 
mention  it  as  a  possible  effect  of  the  absence  or  competition  in  service. 

Q.  Is  it  not  a  fact  that  since  the  Boston  and  Maine  acquired  control  of  the  East- 
em  Road,  which  waa  a  cloee  competitor,  it  has  largely  increased  the  train  service 
to  almost  all  competing  points?— A.  It  is;  and  the  comfort  of  the  public  is  vastly 
greater  than  it  was  many  years  ago. 
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amoke  and  cinders  in  trains,  even  at  a  possible  greater  coet  thui  the  bnraing  of 
soft  coal?— A.  I  can  not  Bay  as  to  that  on  the  BMton  and  Maine.  I  know  that  on 
onr  locai  eerrice,  on  the  Boston  and  Albany,  they  have  nsed  coke,  and  it  is  a  most 
intolerable  nniBance  in  prodncing  gas  instead  of  smoke.  We  have  gas  now  in  the 
cars  to  a  very  objectionable  degree.  I  wonld  say  also  that  recently  the  Boston 
and  Albany  has  discontinued  the  use  of  coke  on  ito  throngh  trains,  owing  to  its 
serious  defects  as  a  fuel.  It  is  nsed  only  in  snbnrban  service,  I  nnderstana.  But 
I  -woold  not  be  understood  as  saying  that  the  instance  I  gave  was  tvpical  of  the 
whole  service  of  the  Boston  and  Mtune.  Thecombining  together  of  all  those  lines, 
the  Boston  and  Maine  taking  the  management  of  the  whole,  with  larger  trains, 
has  vastly  increased  the  convenience  of  the  pnblic.  What  I  wished  to  illustrate 
was  this:  That  where  there  is  not  competition  there  Is  a  tendency  to  hold  back: 
there  is  not  that  incentive  which  becfnnes  a  matter  of  self-preservatton  to  add 
the  very  latest  and  very  best  improvements  which  mnst  prevail  where  competitive 
conditions  exiat. 

Q.  Now,  does  not  that  dc  "        " 

of  view  of  the  railroad  tattot  .  , 

which  may  be  even  remote,  Dnt  which  would  tend  to  draw  business  from  that 
section? — A.  ifes;  the  railroads  of  Hsssachusette  appreciate — as  I  believe  all  the 
better  railroads  of  the  country  do— that  their  prosperity  is  ineitricahiy  bound  np 
with  the  prusperity,  nay,  with  the  very  existence,  of  manufactures  and  a  growing 
pojinlation  in  the  districts  which  they  serve.  The  only  qoestion  is  this:  Whether 
a  given  tonnage  shall  come  from  twenty  sources  or  wnether  it  shall  come  from  a 
thousand  sources.  That  is,  whether  a  railroad  operating  purely  as  a  financial 
concern  may  not  make  as  la^e  earnings  from  a  small  number  of  consolidated 
concerns,  thus  minimizing  the  cost  to  the  railroad  by  makiiig  shipments  in  bulk 
and  in  a  definite  way.  as  they  could  otherwise  from  the  existence  of  a  number  of 
manofactures  scattered  through  many  small  towns.  I  recall  a  place  in  Rhode 
Island  where  there  is  a  large  4«tory  stone  factory,  constructed  in  the  substantial 
style  of  the  old  mills  in  tue  New  England  States,  which  has  been  idle  a  great 
man^  years.  The  machinerj^  has  been  taken  out,  the  windows  are  boarded  np, 
and  It  isa  very  depressing  object  in  the  landscape.  I  asked  the  reason  why  that 
factory  was  abandoned,  and  was  told  that  it  was  not  because  it  was  more  eipea- 
sive  to  manufacture  at  that  particular  place  than  formerly,  but  that  it  had  become 
very  much  cheaper  to  mantif  acture  in  some  other  place  and  that  it  was  tho  better 
raiJroadfacilitiesinothor  towns  which  had  affected  that  district.  I  do  not  mean 
that  that  industry  has  moved  out  of  Rhode  Island  or  out  of  the  territory  of  that 
|>articn1ar  road  concerned,  but  it  has  gone  into  Providence;  the  capital  nas  gone 
into  Providence,  or  it  has  gone  into  Pawtucket,  or  it  has  ^one  into  some  one  of 
the  larger  towns.  1  believe  the  direct  effect  of  the  prevention  by  some  means  or 
other  of  this  local  and  personal  discrimination  in  the  matter  of  rates  would  lead 
to  a  much  more  widespread  distribution  of  industries  in  the  small  towns  of  the 
country,  with  less  of  this  ag^egation  of  industries  in  particular  centers  where 
they  get  the  benefit  of  competitive  rates.  No  manufacturer  to-day  will  locate  his 
plant  where  he  is  not  going  to  get  the  benefit  of  through  rates  and  of  competitive 
rates,  if  possible,  although  a  definite  department  in  our  railroad  bnsineeses — and 
the  Western  roads  are  particularly  enterprising  in  this  respect — has  to  do  with 
the  stimulation  and  encouragement  of  industries  within  their  territory.  The  sole 
question  here  is  as  to  whether  there  shall  be  afew  large  industries  or  a  great  num- 
Der  of  small  ones. 

BXPLASATION   O?   DIAQRAK. 

I  should  like  to  illustrate  a  point  which  we  have  not  considered,  naipely,  the 
effect  of  the  loi^  and  the  short  haul  clause  In  the  tnterBtate-conunerce  act  [pro- 
ducing Diagram  I] .  I  think  Diagram  I  may  bring  out  certain  points  of  interest 
in  regard  to  local  discritninations.  It  represents  the  local  freight  rates  on  the 
Illinois  Central  Railroad  on  its  main  line  from  Chicago  to  New  Orleans.  This 
was  made  by  one  of  my  stadents.  We  plotted  along  the  base  line,  mileage,  show- 
ing the  different  stations,  with  the  nurober  of  milee  in  proportion  to  the  distance 
from  Chicago  at  one  end  or  to  New  Orleans  at  the  other.  The  height  laid  off  at 
any  given  point  thus  fixed  indicates  the  published  rate  to  that  station  as  we  took 
it  from  the  tariff  of  that  railroad.  In  other  words,  at  the  station  of  Uattoon, 
III. .  the  railroad  rate  from'  Chicago  to  that  particular  town  is  about  45  cents  per 
hundred  pounds,  we  will  say,  on  first-class  freight;  it  is  about  80  cents  per  hun- 
dred pounds  on  third-class  freight,  and  it  is  about  15  cents  per  hundred  pounds 
on  fifth-class  freight.    The  general  direction  of  the  lines  connecting  the  various 
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points  for  each  wa^  station  fixed  in  this  way  will  indicate  whether  over  a  long 
distance  rates  tend  to  increase  in  proportion  to  that  distance  or  whether  they 
tend  to  remiun  almost  constant.  Yoa  will  observe  this  veoy  common  phenomenon 
onder  the  operation  of  the  long  and  short  haul  clanse;  That  often  over  a  stretch 
on  some  of  the  Western  railroads  of  two  or  three  bnndred  miles  the  freight  rate 
will  not  vary  at  all.  The  line  drawn  as  I  have  described  will  mn  perfectly  bori- 
isontftl.  Where  the  lino  descends,  as  at  a  point  like  Cairo,  m, ,  you  have  got  com- 
petition. The  reason  why  onr  curve  varies  or  tarns  so  littlo— that  is  to  say,  why 
the  freight  rato  over  160  miles  is  almost  as  mach  as  it  is  to  Cairo,  111. — is  tfecause 
the  long  and  short  haul  clanse  prohibits  these  local  rates  from  being  any  higher 
than  at  that  competitive  point.  That  competitive  point  is  fixed  as  to  freight  rates 
by  the  conditions  of  business.  Then  the  railroads  have  to  work  back  from  these 
points  and  get  as  mnch  as  they  can  ont  of  the  intervening  territory;  that  is,  they 
endeavor  to  hold  the  ratee  up  on  tdl  these  local  stations  just  as  near  that  level  as 
they  can,  avoiding  infraction  of  the  law.  That  is  the  theory.  See  how  it  works 
in  practice.    Cairo,  ni.,  like  Boston,  Mass.,  or  Worcester  or  Fit^hbure,  or  any 

K'  tee  which  is  at  a  competitive  point,  comes  in  apparently  at  this  publislied  rate; 
t,  in  fact,  it  often  secures  a  secret  rate  which  carries  it  away  down.  All  those 
local  stations  are  then  paying  the  full  rate  which  is  published  in  the  tariff,  bnt 
this  particnlar  competitive  point  is  getting  a  great  advantage.  Wbat  is  the  result? 
Popnlation  goes  there,  industries  go  in  there,  and  that  place,  like  all  the  large 
towns  in  Massachusetts,  practically  absorbs  the  whole  increase  of  population  for 
ttiat  district.  I  have  found  11  towns  in  1  bunch  in  the  Berkshire  Hills  where  the 
population  is  practically  the  same  that  it  was  75  years  ^o,  and  vet  the  popnla- 
ticm  of  Massachusetts  and  its  wealth  go  on  increasinR.  bistead,  however,  of  its 
being  distributed  all.  over  the  country,  it  is  bunched  in  these  places  where  you 
have  this  discrimination  and  all  these  facilities.  This  means  the  difference 
between  snccess  and  destruction  to  a  business  man;  and  the  little  industries 
which  are  at  way  stations  have  either  got  to  move  into  the  large  town  or  be 
destroyed. 

Q.  You  Tec4^nize,  however,  that  that  is  only  one  factor  in  the  determination 
of  the  gravitation  of  people  to  central  places? — A.  Perfectly,  with  the  social  factor 
and  a  great  many  outers;  but  I  think  that  this  is  a  patent  one,  which  should  be 
considered.  The  fact,  aa  I  view  it,  wonld  be  that  while  on  the  published  tariff  it 
looks  all  right,  as  if  everything  were  entirely  in  accordance  with  the  provisions  of 
the  interstate-conunerce  act,  yet  in  fact  at  every  one  of  these  competitive  points 
there  is  liable  to  be  a  big  drop  in  rates,  which  is  giving  an  advantage  to  that 
town,  to  that  section  of  people,  or  to  that  industry,  or  perhaps  to  a  particular 
Industry,  which  is  a  big  one,  m  that  particular  place.  That  is  to  say,  you  have 
got  several  advantages  piled  one  on  top  of  the  other,  and  it  is  at  such  favored  places 
Uiat  yoa  find  the  plants  of  the  great  industrial  organizations  located.  They  have 
the  option  in  many  different  parts  of  the  country  of  simply  closing  up  one  estab- 
lishment here,  closing  up  another  there,  and  simply  potting  all  their  force  at  work 
at  1  station.  Then  they  can  put  in  2  shifts  of  men  and  can  increase  their 
machinery,  so  that  at  a  given  point,  sncb  as  this  competitive  one,  they  can  turn 
out  as  much  product  as  8  miUs  at  other  places  could  do.  Those  mills  at  the 
other  places  remain  closed  down  at  least  daring  periods  of  depression,  and  are 
merely  held  as  reserve  agencies  to  meet  the  very  greatly  increased  demand  which 
'a  times  of  prosperity. 
Mr.  Fakqoiiar.)  Sup] 
aire,  southward. — A.  ^ 
stations,  and  again  having  raised  it  as  much  as  the  traffic  will  bear,  t 
goes  on  more  horizontaDy  to  the  next  competitive  point.  As  you  go  down,  finally 
10  New  Orleans,  of  course  yoa  see  that  the  traffic  is  hearing  all  that  it  possibly 
can  at  that  level  until  yon  get  a  sudden  drop  to  the  margin  of  water  competition. 
Of  course,  with  the  railroad  at  water  competitive  points,  yon  can  not  have  your 
rate  any  higher  to  New  Orleans  than  it  would  be  by  some  other  road  or  rail  and 
water  route  combined. 

Q.  The  Illinois  Central  has  strong  water  competition  at  Cairo,  stronger  than 
any  other  point  on  that  whole  road?— A.  Yes;  except  for  local  freignt  ratee 
which  are  not  on  that  river.  The  section  off  from  the  river  is  not  held  down  to 
the  low  level  of  the  river  rates. 

Q.  I  mean  on  through  freights.— A.  On  through  freights.  This  measures  the 
rates  from  any  one  of  those  stations  down  to  New  Orleans. 

Q.  Your  diagram  would  show,  then,  that  measurablv  the  water  transportation 
from  Cairo  down  to  New  Orleans  does  not  seem  to  be  able  to  keep  the  rates  down 
on  the  niinois  Central,  an  almost  parallel  route  to  the  riv«r7— A.  Not  on  this 
branch  of  the  road. 
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Q.  That  Is  the  majn  line? — A.  We  are  dealii^with  local  stations,  and  the  local 
rate  from  snch  stations  over  to  the  river  to  obtain  water  transportation  rates 
wonld  be  prohibitive. 

O.  Bat,  granting  that  from  Curo  to  New  Orleans  the  locals  on  the  niinois  Cen- 
tral are  very  h^h,  trafSc  ia  very  light? — A.  I  suppose  it  is. 

Q.  Ajid  yon  say  the  great  tuoagh  carriage  is  the  one  that  has  to  be  consid- 
ered, and  vet  yoafind  on  yonr  diagram  that  the  cheap  water  rates  Beemingly  have 
no  way  of  bnnBing  down  thia  rate,  which  jnst  lacreasea  nntU  it  reaches  the 
Gulf? — A.  The  local  rates,  yes.  The  throngh, rates  woald  be  absolntely  different, 
and  the  throngh  rates  are  fixedby  the  competition  even  of  the  tnmli  lines  to  New- 
port News.  The  throngh  rat«  from  Chict^  to  New  Orleans  can  not  be  more 
than  they  can  ship  goods  for  to  Newport  News  and  aronnd  by  steamer.  This 
simply  apjdiea  here  to  all  those  local  stations  which  can  not  get  down  to  New 
Orleans  by  water  or  by  local  shipment  over  the  river. 

Q.  {By  Mr.  A.  L,  Harris.)  The  through  rates  wonld  be  represented  by  the  line 
from  Cairo  to  New  Orleans? — A.  Yes:  that  is,  the  through  rate  from  Chicago  to 
New  Orleans,  and  yon  see  how  much  lower  than  the  local  rate  it  is.  We  nave 
plotted  a  great  number  of  these  diagrams  for  the  different  roads  of  the  conntry 
within  the  last  year,  and  on  some  of  the  long  distance  Pacific  roads  you  get  a 
very  striking  phenomenon.  The  rates  will  rise  suddenly  and  then  they  wilTmn 
for  200  or  800  miles_perfectly  even.  In  other  words,  as  you  go  throngh  their  freight 
tariffs  the  rate  will  be  absolntely  the  same — it  may  vary  a  fraction  of  a  cent— for 
800  or  100  miles;  it  will  be  held  down  until  you  reach  some  competitive  point,  and 
then  it  will  take  another  jump  and  thereafter  run  tUong  on  a  level.  But  the 
point  I  wish  t^  make  is,  that  at  each  of  those  competitive  points  there  really 
u  at  any  time  a  cnt  very  much  below  the  published  tariff  by  reason  of  the  rate 
cutting,  which  always  arises  when  conditions  are  ripe  for  it. 

An  interesting  and  valuable  investigation  would  be  an  inquiry  into  the  financial 
effect  of  some  of  the  recent  reoi^^nizationa.  For  instance,  after  the  reorganiza- 
tion of  the  Beading  Railroad,  on  the  main  line  from  Philadelphia  to  Mount 
Carbon,  they  have  no  less  than  8  different  classes  of  securities;  and  then  the^ 
have  on  each  of  the  branch  lines  which  run  out  another  different  class  of  aecnn- 
ties,  issued  at  a  different  rate  of  interest  for  a  different  term  of  years,  under  long 
terms  of  lease,  which  may  be  more  or  less  advantageona  to  the  branch  line  or  to 
the  parent  company.  The  reorganization  is  generally  intended  to  wype  oat  that 
very  great  complexity  of  interests  and  to  substitute,  as  in  the  case  of  the  Union 
Pacific  reorganization,  perhaps  3  or  a  single'class  of  sccnrities  applying  over 
the  whole  hne.  It  very  greatly  Himplifies  the  problem  of  determining  how  much 
capitalization  there  is  and  what  the  relation  of  the  capitalization  to  earidngs  in 
any  particular  case  is.    The  financial  organization  of  some  of  these  roads  and  the 


history  of  them  should  be  worked  out  in  some  way  in  ot^er  to  establish  land- 
marks in  railroad  history  for  future  reference.  In  the  Hepburn  iavastigaticm.  in 
the  legislature  of  New  York,  we  have  a  clear  picture  of  the  state  of  railroad 


finance  and  misfinance  up  to  that  time,  and  in  the  Cnllom  committee  of  1884  we 
have  a  statement  as  to  that  period.  I  hope — and  thia  is  the  opinion  of  the  pro- 
fessional class  to  which  I  belong,  and  also  I  believe  of  the  [)nblic — that  your  com- 
mission will  throngh  some  means  put  in  definite  form,  while  the  evidence  is  still 
available,  the  history  and  the  inside  history,  so  far  as  it  can  be  determined,  of  all 
the  great  reorganizations  and  consohdations  which  have  taken  place  since  1398. 
There  are  6  or  7  prominent  reorganizations  which  should  be  considered,  and  the 
growth  of  present  systems,  especially  snch  combinations  as  have  taken  place  in 
the  last  3  or  4  days  or  are  Beemingly  projected  tor  the  future,  such  as  the  combina- 
tion of  the  Milwaukee  and  St.  Paul,  of  the  Northern  Pacific  and  the  Great 
Northern,  and  possibly  of  the  Srie.  Such  consolidations  mean  a  great  deal  to  the 
public  in  the  amount  of  secoritiee  which  are  issued  by  the  terms  of  the  lease  or 
purchase,  and  the  pnblic  have  a  right  to  know  what  those  temis  are,  Fortn- 
nately  yon  can  always  get  information  on  those  points  because  invariably  in  any 
snch  dealings  there  is  a  class  of  dissentient  bondholders  or  stockholders  who 
only  crave  tiie  opporttmity  to  reveal  what  they  know  or  what  they  think  they 
know  respecting  tne  transaction;  and  very  much  interesting  and  hignly  valuable 
information,  from  the  public  point  of  view,  may  be  forthcoming  by  choosing  a 
few  of  such  men  who  have  an  interest  in  the  road,  and  whose  interest  it  is  to  talk 
about  it  aiterwards. 
Q.  <By  Mr,  Phillips.)  When  this  consolidation  oocots  on  these  lines  of  which 

Sn  apeak,  the  reorganization  usually  pays  on  ite  own  capitalization,  and  also  for 
e  leased  road's  interest  on  the  stock  and  interest  on  the  bonds? — A.   That 
depends  entirely  on  the  terms  of  the  lease.  .  -.  r 

Q.  In  a  great  many  cases  that  is  the  case? — A.  Yes.  . .  i ,  (.  i(K>*^IC 
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Q.  And  in  that  way  they  can  have  more  fixed  charges,  can  they  not,  and  not 
issue  any  new  bonds?— A.  I  understand  that  that  was  their  reHuIt  formerly.  I 
have  not  had  time  to  ko  into  it  folly  enough  to  work  over  some  of  the  most  recent 
reorganizationa,  bat  I  understand  from  working  over  others,  preliminarilv,  that 
they  have  first  of  all  greatly  simplified  the  number  of  issnes.  Instead  of  there 
being  8  or  10  different  liens  on  different  lines  of  track  they  have  reduced  those 
to  1  or  2.  They  have  very  considerably  cut  down  in  moet  cases  their  fixed 
charges;  that  is,  the  amount  of  interest  charge  is  leas  because  the  rate  of  interest 
is  lower.  They  can  refnnd  practically  for  Si  per  cent  or  even  3^  per  cent  where 
formerly  they  had  to  pay  on  those  fixed  charges  6  or  even  7  per  cent.  Bat  they 
have  not  decreased  the  amonnt  of  stock.  The  amonnt  of  stock  in  many  cases  has 
gone  on  increasing,  as  in  the  instance  of  the  Atchison,  which  1  mentioned.  The  rea- 
son for  that  is  in  part, as  far  as  I  can  discover,  that  persons  who  are  represented  by 
all  of  those  8  or  10  different  securities  resting  on  a  given  line  are  not  willing  to 
accept  in  place  of  their  own  securitiea  others  of  a  lesser  par  valne  than  those 
whicn  they  formerly  possessed.  The  result  is  that  many  people  are  satisfied  to 
get  a  large  amonnt  of  stock  in  par  valae  which  does  not  sell  for  much  on  the 
exchange,  to  have  their  own  old  secnrlties  rather  than  get  a  few  shares  of  some- 
thing which  perhaps  will  sdl  higher.  There  is  always  a  possibility,  when  yon  get 
a  large  amonnt  of  stock  that  is  perhaps  worth  |3  or  |3  or  $6  a  share,  that  it  may 
mn  up  toward  par;  and,  of  course,  the  profit  will  be  correspondingly  increased. 
Bat  aU  of  those  8  or  10  classes  of  secarity  holders,  as  in  the  complex  case  of  the 
Beading,  wish  to  be  remembered  in  the  reorganization  by  a  certain  amount  of 
stock,  which  they  hope  will  go  up  toward  par  later.  All  of  them  being  remem- 
bered, and  being  remembered  by  a  large  amount  in  par  valne,  the  resalt  is  that 
throngh  the  reorganization  yon  have  got  more  stock  and  bonds  than  yon  had  before 
yoa  went  into  it;  whereas  the  real  caase  of  the  receivership  and  of  disaster  was 
that  they  had  too  many  stocks  and  bonds  in  the  first  place.  It  is  an  anomalona 
condition  which  is  very  difficult  to  meet  by  legislation,  bat  which  I  believe  can 
be  met  in  ^art  by  enlarsing  the  powers  and  patting  the  control  over  snch  finan- 
cial operations  into  the  hands  of  the  Intorstate  Commerce  Commission. 

<^.  (By  Mr.  Clarke.)  I  wonld  like  to  ask  a  question  concerning  a  statement 
which  you  made  to  the  effect  that  the  Canadian  trunk  lines  are  not  subject  to  the 
intflrstate-conunerce  law.  I  assnme  that  yon  are  aware  of  what  was  reported 
the  Interstate  Commerce  Commission,  on  page  63  of  its  annual  rex>ort  for  1893, 
to  the  effect  that  it  was  admitted  before  the 'commission  by  the  attorneys  for  the 
Canadian  Pacific  and  Qrand  Trank  railways  in  a  hearing  at  Chicago  on  the  14th 
of  July,  1893,  that  those  roads  are  subject  to  the  law  toregnlate  commerce  applied 
to  them  and  their  transportation,  interstate  and  international,  not  only  to  points 
in  Canada  bnt  to  all  points  through  Canada  in  which  they  are  engaged  in  traffic 
in  every  particular.  I  would  like  to  inqnire  if  yon  have  knowledge  of  any  change 
in  the  situation  from  1892  to  the  present  time?— A.  I  believe  that  your  statement 
is  correct.  I  should,  perhaps,  modify  the  statement  that  I  made  and  place  it  upon 
this  basis,  that  the  Canadian  roads  are  allowed  by  the  American  roads  a  differen- 
tial in  order,  so  far  as  I  can  discover,  not  to  briiw  that  question  to  an  issue;  that 
is,  rather  than  fight  it  out  they  have  allowed  and  do  allow  in  practice  the  Cana- 
dian roads  to  charge  less  for  a  similar  haul  than  the  roads  allow  themselves  in 
United  States  territory.  The  impression  which  I  have  very  strongly  is  that  these 
roads  and  their  statue  are  different  from  the  situation  which  is  described  in  1893. 
For  no  other  reason  can  I  explain  the  andonbted  desire  of  the  b'nnk  lines  to 
secure  some  additional  tariff  wnich  should  be  Imposed,  ashy  the  act  of  1897  upon 
traffic  which  went  outside  of  the  United  States.  I  had  always  supposed  that  there 
must  he  some  such  information  upon  it,  but  it  would  require  a  definite  examina- 
tion of  the  law  to  determine  that  point. 

Q.  Are  vou  aware  that  the  trunk  lines  in  the  United  States,  or  at  least  some  of 
thnu.made  an  effort  before  the  Joint  High  Commission  between  Qreat  Britain, 
Canada,  and  the  United  States,  3  years  ago  to  get  an  article  in  the  treaty  which  it 
was  supposed  they  would  enter  into,  authorizing  the  President  of  the  United  States 
to  suspend  the  transit-in-lxind  privilege  in  case  tie  became  satisfied  that  the  Cana- 
dian roads  were  violating  the  interstate-commerce  law?— A.  I  was  not  aware  of 
that  fact. 

O.  <By  Mr.  Farqdhab.)  I  think  there  was  a  atat«ment  made  here  with  respect 
to  New  England  people  that  there  was  a  discrimination  in  their  cotton  andub- 
ric  shipments  in  favor  of  the  South. — A.  That  is  not  so;  the  opposite  seems  rather 
to  be  true.  May  I  give  one  illostratios  there?  A  cotton  mannfacturer  gave  me 
this  the  other  day.    It  shows  in  a  way  one  of  the  burdens  which  re§ta  upon  these 
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cotton  mills  in  the  Soath  in  the  matter  of  railrotid  rates,  the  Boufhem  territory 
being  more  nearly  pooled  than  are  other  parts  of  the  country.  The  rate  on  starch, 
per  100  pounds,  from  Peoria,  HI.,  to  miflg  at  Chicopee  ana  other  New  England 
points  was  in  cents.  The  rate  on  starch  from  Peoria,  111. ,  to  cotton  mills  owned 
by  the  same  corporation  within  the  southern  territory  for  the  same  service  was 
61  cents.  He  quoted  this  to  me  from  a  bill  which  had  jiist  come  in  for  freight 
on  his  starch.  In  other  words, for  adistanceTeryoonHiderablygreater — I  should 
judge,  by  the  map — 16  cents  was  paid,  whereas  to  the  sonthem  territory  the  rate 
wan  61  cents.  That  iUnetration  of  the  rates  into  the  southern  territory  ia  indica- 
tive, I  believe,  of  the  rates  which  apply  out  of  the  southern  territory.  A  cer- 
tain burden  is  thus  imposed  npon  the  soathem  manuf  actnrer  in  that  territory  for 
that  reason. 

Q.  (By  Mr.  Cl.abke.}  To  recnr  now  to  the  transit-in-bimd  question,  wotild  not 
the  snsjiension  of  that  privilege  he  a  great  damage  to  the  shippers  over  those  roads 
located  in  New  England  and  the  West  and  Soath?— A.  Yes. 

<J.  And  would  they  not  be  puniahed  even  worse  than  the  railroad  companies 
themselves  would  be? — A,  I  toink  so;  yes.  The  continuance  of  shipment  under 
some  jnet  conditions  is  of  very  vital  importance  to  the  indnstries  of  that  section 
of  the  country. 

Q.  Therefore  inasmuch  as  the  Canadian  roads  have  admitted  that  they  are  sub- 
ject to  the  interstate-cooimerce  act,  and  inasmuch  as  it  is  certain  that  the  Ameri- 
can ends  of  those  through  lines  are  subject  to  the  interstate-commerce  act,  is  it 
not  better  that  the  interstate-commerce  act  should  be  enforced,  than  that  there 
should  be  anj;  suspension  of  the  privilege  of  transit  in  bond? — A.  I  should  say  so. 
I  am  not  familiar  with  much  of  the  law  that  would  bear  upon  that  point. 

^.  (By  Hr.  A.  L.  Harris.)  Is  it  true  or  not  that  the  through  export  Tat«  from 
this  country,  say  to  China,  are  lower  over  the  Canadian  PaciBc  road  than  they 
are  over  any  of  our  roads? — A.  They  are  not  to-day.  As  I  understand  it,  they 
should  beaccording  toagreement.  TheCanadion  Pacific  is  allowed  byagreement 
of  the  American  roads  to  charse  a  leaser  rate  than  is  charged  by  the  other  trans- 
continental lines,  but  in  practice  to-day  ehipments  are  going  to  Seattle  and  San 
Franuisco  within  the  territory  of  the  Unit«d  States  at  less  than  the  rat«  that  was 
to  be  allowed  the  Canadian  Pacific,  by  reason  of  this  rate  war  that  has  been  on  in 
Ma.ssachnsette  iluring  the  last  few  months. 

Q.  Taking  the  inland  rate  and  the  ocean  rate  as  a  unit,  and  the  point  of  export 
being  China  or  any  other  Pacific  point,  is  there  any  advantage  in  shipping  over 
the  Canadian  Pacific  road?— A.  I  think  not.  I  think  a  through  bill  of  lading  ia 
given  in  each  case.  So  far  as  rates  are  concerned.  I  think  not.  In  addition  tothe 
official,  the  Southern,  the  Western,  and  the  special  niinois  and  Iowa  classifications, 
there  is  a  classification  and  a  special  freight  tariff  publisheu  by  the  transconti- 
nental lines.  The  rates  from  one  point  to  another,  of  course,  are  determined  pri- 
marily hv  competition  with  water  carriage,  and  the  rate  is  entirely  the  same,  as  I 
have  eaia  before,  from  any  point  eastof  toe  Mississippi  Biver  to  the  Pacific  coast. 
The  rate  from  Chicago  to  San  Francisco  is  to-day  precisely  the  same — I  mean  on 
paper — as  the  rate  from  Boston  to  San  Francisco  or  from  any  other  point  east  of 
the  Mississippi  River. 

That  is  BUf^gestive  to  my  mind  as  showing  how  little  geography  counls  in  the 
matter  of  railroad  rates  at  the  present  time.  The  same  rate  applies  over  vast 
expanses  of  territory  with  the  exception  of  the  Sonthem  8tat*«.  North  of  the 
Ohio  and  east  of  the  MiBsissippi  you  can  ship  from  any  city  to  the  Pacific  for  th« 
same  fignre.  That  puts  Boston  and  the  other  Eastern  mannfacturing  towns  that 
are  shipping  products  to  the  Orient,  of  course,  on  a  par  with  manufactares  that 
are  springing  up  in  other  parts  of  the  country.  The  whole  subject  of  import  and 
export  rates  is  a  highly  important  one. 

(After  a  recess  the  testimony  of  Mr.  Bipley  was  resumed,  as  follows:) 

The  Witness.  The  whole  matter  of  export  and  import  rates  is  in  an  inchoate 
condition  at  the  present  time.  The  Interstate  Commerce  Commission  has  particu- 
larly attempted  to  prevent  discrimination  on  shipments  from  interior  points  to 
foreign  countries  on  the  ground  that  they  place  our  own  manufacturers  at  a  dis- 
advantage in  competition  with  foreigners;  in  other  words,  that  it  was  not  in 
accord  with  public  policy  that  the  freight  rate  from  Chicago  to  Liverpool  Bhould 
be  lees  for  the  entire  haul — rail  and  water — than  the  rate  from  Chicago  to  the 
local  consumer  at  Boston  or  some  intermediate  point.  The  Interstate  Commerce 
Commission  has  so  adjudged,  as  I  understand  it,  but  the  Supreme  Court  of  the 
United  States  has.  on  the  other  hand,  supported  the  contention  of  the  railroads, 
eepecially  in  the  case  of  the  Texas  and  Pacific  Railroad,  in  which  the  right  of  that 
road  to  make  a  rate  from  New  Orleans  to  San  Francisco  on  goods  which  had  come 
to  New  Orleans  from  Liverpool  by  wat»r— to  make  that  rate  from  New  (Cleans 
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to  San  Francisco  not  more  than  one-third  of  the  rate  which  a  Nuw  Orleans  mann- 
f actnrer  woald  have  to  pay  for  the  aame  transportation ;  in  one  particnlar  case, 
for  instance,  the  Texas  and  Pacific  Railway  dtacriminateH  af^inst  the  shipper 
from  New  <;)rleana  to  Ssd  Francisco  and  in  favor  of  the  shipper  in  Idverpool  who 
ships  to  San  Francisco, via  New  Orleans,  hy  water.  The  diBcrimination  was  from 
50  to  200  pr  cent,  as  appeared  in  the  testimony  in  that  case.  The  Supreme  Court 
decided  that  a  railroad  was  jnstified  in  thas  discriminating  against  an  American 
producer,  in  favor  of  the  one  in  Liverpool  attempting  to  pnt  down  the  goods  in 
San  Francisco  in  competition  with  him,  and  they  did  so  on  this  ground,  that  the 
rate  from  New  Orleans  to  San  Francisco  by  land  must  meet  the  competitive  rate 
by  water,  and  also  that  the  combined  rat«  from  Liverpool  to  San  Francisco^ — ^by 
water  to  New  Orleans,  thence  by  rail  on  to  San  Francisco — that  that  miied  rate 
must  meet  the  straight  water  rate  from  Liverpool  to  San  Francisco;  that  the 
minimum  figure  in  either  case  was  determined  by  the  conditions  of  competition, 
BO  that  if  the  Texas  and  Pacific  did  not  take  these  goods  for  one-third  of  what  it 
charged  the  domestic  producer  in  New  Orleans,  that  these  same  goods  would  not 
go  via  New  Orleans  at  all,  but  would  go  entirely  by  water.  They  said  this  was 
not  a  discrimination  against  New  Orleans.  The  conditions  of  competition  exist, 
and  it  is  an  advantage  to  New  Orleans  that  thin  business  goes  through  that  city, 
which  otherwise  would  go  entirely  by  water.  The  situation,  then,  is  this;  While 
the  Interstate  Commerce  Commission  has  attempted  to  rule  out  such  import  and 
export  rates  the  Supreme  Court  has  upheld  them,  and  the  status  of  the  qnestion 
mider  the  law  is  consequently  nuxed.    In  another  case,  on  books,  buttons,  car- 

ets.  hosiery,  etc.,  the  domestic  rate  from  New  Orleans  to  San  Francisco  was 
88  per  hundredweight,  while  the  total  rate  on  imported  goods  from  Liverpool 
was  tl.07,  and  the  Texas  and  Pacific  got  only  its  proportional  amoant  of  that 
$1.07;  the  result  being  that  while  the  New  Orleans  prooncer  was  paying  $3.88  for 
his  transportation,  the  LiveriKx>l  producer  was  getting  the  same  unmber  of  miles 
haul  for  a  fraction  of  $1.07. 

That  is  a  qnestion  which  should,  it  seems  to  me,  be  investigated  quite  thor- 
oughly respecting  the  various  phases  of  it  as  they  occur  in  this  country.  One  I 
have  already  suggested;  the  haul  across  country  from  New  Orleans  is  very 
important:  another  is  the  transport  of  cotton  floods  from  New  England  manu- 
facturers to  the  Orient,  they  then  being  earned  by  water  from  Vancouver, 
Seattle,  or  San  Francisco.  The  existence  of  these  low  export  rates  to  the  Pacific 
is  absolutely  essential  to  the  manufacturers  in  order  to  keep  them  on  a  par  with 
manofacturers  who  can  send  the  entire  way  by  water.  Unless  the  Pacific  lines, 
therefore,  are  to  carry  theee  cotton  goods  for  a  figure  which  will  be  less  than  they 
would  charge  for  canying  the  same  cotton  goods  for  consnmptiOD  in  California 
or  Colorado,  the  gooos  wQl  not  go  that  way.  They  will  eltner  go  entirely  by 
water,  or  the  market  of  the  New  England  manufacturer  will  he  restricted.  That 
is  another  phase  of  the  same  question. 

Turning  it  the  other  way  round,  we  have  to  consider  the  export  rates  and 
southern  California  fruits  which  are  destined  for  Europe.  Whether  the  con- 
sumer in  the  eastern  part  of  the  United  States  shall  pay  more  for  the  haul  entirely 
on  land  within  the  United  States — far  more  than  shall  be  charged  for  goods  which 
are  to  be  consumed  in  Europe  and  which  are  to  be  hauled  three  or  four  times  the 
distance — is  the  question.  The  existence  of  a  great  many  industries  depends  on 
their  continuance  under  certain  regulations.  As  I  say,  tue  law  is  very  mixed  at 
present.  The  continuance  of  that  system  is  a  problem  not  peculiar  to  the  United 
States.  They  have  the  same  thing  in  England.  Here  is  an  extreme  case  which 
was  brought  out  in  part  of  the  testimony  before  the  Interstate  Commerce  Com- 
mission: Tin  plato  was  carried  from  Swansea  to  Liverpool,  thence  to  New  York 
and  to  Chicago, via  Pittsburg,  at  a  total  charge  less  than  the  pnblished  rate  from 
Pittsburg  to  Chicago;  that  is  to  say;,  the  producer  of  tin  plate  in  Pittsburg, 
attempting  to  sell  his  prodnct  in  Chicago,  was  paying  more  for  that  haul  of  a 
few  hundred  miles  than  did  the  producers  of  tin  plate  abroad.  I  believe  that 
here  is  a  serious  question  involving  the  rights  of  the  consumer  in  this  country 
and  of  the  producer,  upon  which  testimony  might  be  collected  which  would  have 
a  very  definite  value. 

<j.  (By  Mr.  Cl.akee.)  Have  you  studied  that  problem  in  connection  with  the 
Bamebnsiness,in  the  application  of  the  principles  of  a  protective  tariff  to  it  also? — 
A,  I  have  not.  I  can  see  that  in  many  cases  the  existence  of  theee  import  rates 
may  nullify  or  render  of  far  less  value  certain  protective  duties  which  may  he  in 
force.  It  would  wear  them  out  altogether.  But  it  is  a  highly  complicated  ques- 
tion which  I  think  should  be  investigated  from  the  point  of  view  of  facts  collected 
in  the  field. 

Q.  (By  Mr.  Philups.)  Have  yon  any  factu  in  regard  t?  farm  products  being 
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shipped  from  the  Weet  through  to  Liverpool?— A.  I  have  not  any  further  than 
this,  that  I  think  it  can  l>e  eetabliehed  that  these  prodacta  will  not  go  thmagh  to 
Liverpool  without  a  special  conceBsion  in  rates;  or  rather  that  the  tnmk  lines  can 
not  live  if  they  give  to  all  their  traffic  as  low  a  rate  of  freight  as  thej;  have  to  be 
contented  witn  on  traffic  going  abroad.  The  distinction  oetween  import  and 
export  rates  is  clear.  The  import  rate  concerns  the  producer  in  this  coantr^ ;  the 
export  rate  bears  a  little  di&erentlv,  because  it  concerns  the  railroad;  that  is  to 
say,  the  railroad  can  not  lire  on  tne  few  cents  per  bushel  or  per  handredweiRht 
on  all  its  traffic  with  which  it  must  be  contented  on  its  export  traffic  alone.  The 
rood  coald  not  live  if  it  got  no  more  than  that  on  its  traffic.  It  is  one  of  the  most 
complicated  questions  in  the  whole  domain  of  rates,  and  I  think  a  comparison  of 
the  conditions  in  our  field  with  those  that  have  had  to  be  met  under  the  laws  of 
England  and  other  countriea  would  he  highly  Bo^estive. 

Thequestionof  import  and  export  rates  also  becomes  important  as  bearing  upon 
the  matter  of  personal  discrinunation.  The  Sastem  Trunk  Line  AssociatioD  in 
April  of  this  year  was  obliged  to  make  a  ruling  (and  there  was  a  great  deal  of 
opposition  to  it)  respecting  the  character  of  goods  which  were  coming  for  export. 
We  wHl  say  a  shipper  from  C'-iicago  or  Milwaukee,  or  some  other  Western  point 
of  shipment,  sent  a  packageof  goods  on  an  export  through  bill,  and  consequently 
at  a  low  rate,  but  included  in  that  package  a  number  of  goods  destined  for  local 
deliver]?  in  New  York.  Then  when  they  went  through  the  hands  of  the  shipping 
agents  in  New  York  they  removed  from  the  package  that  part  intended  for  locd 
delivery,tiierehygetting  theadvantageof  thelow  export  rates  on  goods  intended 
for  local  traffic,  making  a  very  considerable  profit  in  l^hat  way.  Therulingof  the 
Trunk  Line  Association,  if  I  remember  rightly,  was  that  whenever  the  package 
contained  goods  destined  for  abroad  and  charged  consequently  a  low  export 
through  rate,  that  package  should  be  charged  less  than  carload  rates;  that  ]f  it 
contained  any  goods  destined  for  local  shipment,  that  should  vitiate  the  contract 
and  that  higher  local  rates  should  be  paid  on  the  entire  package. 

Q.  (By  Mr.  Fabquhar.)  How  could  you  emasculate  the  through  bill  of  lading 
by  subtracting  a  part  of  the  goods  in  New  York? — A.  I  think  they  were  content 
to  pay  the  enbre  through  rate  on  the  whole  package  of  goods;  it  was  cheaper  to 
pay  on  the  whole  pack^e  of  goods  through  to  Liverpool  than  to  pay  the  loc^ 
freight  rates  on  a  portion  to  New  York. 

Q.  Would  they  have  to  rewrite  the  through  bill  of  lading? — A.  1  have  from  the 
New  York  Jonmal  of  Commerce  a  statement  about  that,  which  may  perhaps 
cover  that  pMticular  point.  The  exact  rule  adopted  by  the  Trunk  Line  Associft- 
tion  freight  committee  provides  that  when  any  local  goods  are  shipped  in  the  car 
with  export  freight,  less  than  carload  rates  mnst  be  cliarged. 

There  is  another  phase  of  investigation,  of  which  I  know  very  httle.  but  which 
I  think  has  an  important  bearing  on  the  distribution  of  industries,  and  that  is  the 
effect  of  the  basing-point  system  in  the  Southern  States.  I  have  tried  to  get 
information  abont  that  from  several  sources,  bnt  find  it  difficult.  It  is  essenti^ly 
different  from  the  condition  that  prevails  in  the  traffic  north  of  the  Ohio.  I 
understand  the  influence  of  it  is  still  more  strongly  felt  than  in  the  North,  to 
concentrate  industrial  activity  at  particular  places.  I  refer  tJ)  the  way  in  which 
they  build  up  all  the  rates  from  certain  basing  points. 

'"■,  (By  Mr.  Clarke.)  Do  yon  understand  the  matter  ( 

le  Southern  States? — A.  I  BQppoBeitisdevelopedfur  

n  illustrate  that  toyoubyadiagram  which  is  published  by  the  chief  inspector 

of  the  joint  rate  and  inspection  bureau  of  the  Trunk  Line  Association  at  Chi- 
cago. This  map  is  published  by  the  railroads  for  the  use  of  their  agents  and 
shows  the  distribution  of  the  percentage  rates  on  the  Chicago  and  New  York 
basis,  which  is  the  nearest  approach  in  the  North  to  the  Soutnern  basing-point 
system;  that  is  to  say,  the  distance  from  Chicago  to  New  York  is  always  taken 
as  100.  [Here  the  wi&ess  used  the  map  as  he  proceeded  with  hie  testimony.]  In 
parts  of  this  territory  shipments  from  any  point  within  it  are  68  per  cent  or  the 
Chicago-New  York  rate,  whatever  that  may  be.  The  rate  may  be  modified  by 
agreement  between  the  raUroads,  It  may  be  T5  cents  on  a  certain  class,  or  fall  to 
60  cents,  or  go  up  to  80  cents,  but  whatever  it  is,  it  is  96  per  cent  of  that  rate  in 
this  section  of  the  territory.  Within  other  parts  of  the  territory  it  is  05  per  cent 
of  that  Chicago-New  York  rate — 6S  or  80  or  110  per  cent,  or  whatever  it  might  be. 

Q.  How  long  has  that  system  been  invogne? — A.  I  think  for  a  great  many 
years;  I  can  not  state  directly,  hut  it  is  the  basis  of  the  entire  east-bound  ship- 
ment at  the  present  time.  This  is  within  Central  Traffic  Association  territory; 
further  to  the  east  the  rates  are  regulated  by  the  Eastern  Trunk  Line  Association. 
It  shows  more  clearly  than  anything  else.  I  think,  the  way  in  which  competition 
upsets  geography.  Bates  do  not  conform  to  distances  at  afl;  while  roughly  corre- 
sponding to  them,  they  do  not  follow  directly  a  distance  basis. 


302  TKDUBTBIAL   OOMMISBIOM: — TRANSPORTATION. 

The  Canadiau  territory,  yoa  will  see,  is  divided  in  the  same  way,  with  the  vari- 
ona  shipping  rates.  To  my  mind  that  -would  come  ont  very  mnch  more  clearly 
if  60  per  cent,  for  instance,  were  white  on  the  map  and  it  gradually  came  down 
in  shade  until  you  ran  np  to  122  per  cent,  as  yon  aee  in  the  northwest  sections  of 
this  country,  in  which  the  absence  of  competitive  conditions  bears  heavily  on 
indnstrial  development. 

Q.  (By  Mr.  Toupkins.)  I  have  heard  the  statement  made  that  English  ships 
are  giving  lower  rates  to  New  York  and  to  Shanghai  than  from  Liverpool  to 
Shanghai.  Do  you  know  anything  aboat  that? — A.  I  know  nothing  abont  it.  1 
should  be  glad  to  know.  The  question  of  ocean  freights  in  one  npon  which  it  is 
exceedingly  difficult  to  get  evidence;  lyin^  entirely  without  the  territoria]  jnria- 
diction  of  the  several  countries,  material  is  far  more  difBcult  to  obtain  than  it  is 
in  the  matter  of  railroads;  but  of  course  it  is  and  should  be  an  essential  part  of 
any  invesiigation  of  import  and  export  rates. 

The  next  topic  which  I  had  marked  in  your  topical  plan  was  that  of  classifica- 
tion of  freight.  The  Interstate  Commerce  Commissioa  and  the  various  conven- 
tions of  the  State  railroad  conmuBsioners  from  all  over  the  country  have  attempted 
and  are  Btill  seeklntj;  to  devise  a  uniform  classification  of  freight  for  the  entire 
United  States.  At  present  there  are  in  the  neighborhood  of  five  such  classifica- 
tions, the  principal  one  of  which,  known  as  the  OfBcial  Classification,  covers  the 
territory  east  of  the  Uississippi — that  of  the  Eastern  Trunk  Line  Association; 
another  covers  the  far  Western  States  and  is  known  as  the  Western  Classification; 
another  cavers  the  territory  south  of  the  Ohio  and  is  known  as  the  Southern 
Classification;  and  then  several  of  the  States,  Illinois  and  Iowa,  I  believe,  pre- 
scribe by  law  what  the  classification  of  freight  on  their  railroads  shall  be. 

I  have  already  spoken  of  and  tried  to  emphasize  the  fact  that  classification 
means  high  or  low  rates.  That  is  to  say,  you  may  have  a  reduction  of  rales  on  a 
railroad,  out  if  boots  and  shoes,  which  formerly  went  second  class,  are  by  the  new 
classification  moved  up  into  first  class,  the  reduction  of  the  general  schedule  may 
be  offset  or  niore  than  met  by  that  device:  and  a  great  many  classifications  have 
been  changed  since  the  enactmentof  the  biteretate  Commerce  Law— probably  31; 
the  twenty-first  of  these  classifications  in  the  eastern  territory  has  just  been 
published  within  a  week. 

Absence  of  uniform  classification  occasions  veiy  great  difflcnlty  when  a  man 
wishes  to  ship  a  certain  class  of  goods  from  New  York  over  into  Nebraska,  owing 
to  the  fact  that  his  commodity  may  be  first  class  under  the  official  classification 
of  the  lines  east  of  tlie  Mississippi,  and  from  that  point  on  those  sam,e  goods  in 
the  other  classification  of  the  Western  States  may  be  rated  second  class.  It  occa- 
sions difScultv  in  the  assessment  of  charges,  and  it  makes  it  eiceedingly  difficnlt 
to  compare  tiie  movement  of  rates  to-day  with  those  that  prevailea  a  year  or  3 
years  or  10  years  ago.  It  is  almost  impossible  to  trace  the  movement  of  rates 
which  extend  across  lines  of  division  between  different  classification  territories. ' 

The  reanlt  of  all  this  is,  as  I  said  in  the  beginning,  that  the  Interstate  Commerce 
Commission  and  the  annual  conventions  of  State  railroad  commissioners  have 
sought  to  prevail  upon  the  railroads  to  devise  themselves  a  universal  classification 
which  shall  apply  all  over  the  countrv,  so  that  oranges  shall  be  first-class  freight 
in  New  England  and  first-class  froignt  in  California;  so  that  cotton  goods  shall 
be  first  class  from  one  end  of  the  country  to  the  other;  so  that  all  those  articles 
which  do  not  go  at  commodity  rates  shall  be  similarly  classified  within  the  entire 
territory  of  the  United  Stat^. 

The  difflcnlty  in  the  way  of  so  doing  is  very  considerable,  although  the  advan- 
tage would  undoubtedly  be  great;  and  the  difficulty,  as  I  understand  it,  is  that  a 
commodity  in  one  part  of  the  cotmtry  is  the  ordinary  product  of  the  soil,  while  it 
becomes  at  a  distant  point  from  production  perhaps  a  luxury,  and  that  conse- 
quently the  railroads,  m  charging  as  they  do  at  the  present  time  what  the  traffic 
will  bear,  must  charge  at  a  low  classification  in  the  country  of  production,  but 
when  you  get  into  the  country  where  it  becomes  a  luxury  they  might  otherwise 
charge  more  without  killing  the  business.  In  other  words,  to  illustrate,  oranges 
in  C^ifornia  are  the  product  of  the  soil— the  common  product  of  a  local  industry — 
and  to  put  oranges  first  class  in  California  is  to  levy  an  excessive  burden  upon 
that  community.  Oranges  are  worth  comparatively  little  by  the  box  in  that  place, 
but  transport  tnose  oranges  to  the  northeastern  comer  of  the  United  States  and 
they  become  worth  so  much  a  dozen.  This  increase  in  value  makes  it  possible  to 
move  them  up  in  the  scale  of  classification  and  to  charge  correspondingly  more. 
Suppose  they  were  to  apply  a  uniform  classification  ana  make  oranges  first  class 
throughout  the  entire  United  States,  the  result  would  be  that  the  first-c!aB.s  rates 
on  the  California  roads,  which  are  very  high,  would  be  such  as  to  simply  smother 
the  industry.     Suppose,  on  the  other  hand,  that  they  sought  to  put  ornnges  in  the 
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fourth  clasB;  the  result  would  be  that  ora&KM,  which  are  expensive  to  handle  and 
which  require  quick  Bhipment  through  the  Hew  England  temtory ,  would  be  Yield- 
ing a  ^eat  deal  leas  to  the  railroads  than  other  tnffio  of  a  aimiWly  valuable  Mnd. 

An  illnstratioti  has  come  to  me  equally  suA^ative  as  bearing  on  manufactnTes, 
08  followH;  Through  the  Indiana,  Ohio,  andulin^  industrial  territory  agricul- 
taral  implements  are  inannfactured  and  shipped  west  In  considerable  numbers. 
Wood  enters  as  an  important  element  into  the  cost  of  production  of  these  goods. 
They  are  the  product  (as  were  the  oranges  in  Cahfomia)  of  local  InduBlry,  and  it 
is  to  the  interest  of  the  railroad  and  absolutely  essential  to  the  prosperity  of  that 
section  that  those  commodities  shonld  go  at  as  low  a  rate  as  will  yield  a  small 
~iroflt  to  the  railroad.  But  transitort  those  same  agricultural  implements  to 
California,  where  they  have  no  wood  and  where  the  implements  are  needed  for 
the  development  of  toe  country,  and  charging  what  the  traffic  will  bear  will 
make  it  possible  to  classify  these  same  implements  not  in  third  class,  but  perhaps 
first  class.  If  the  roads  in  California  .refuse  to  agree  with  those  in  Indiana,  Illi- 
nois,  and  Ohm  in  accepting  first-class  rates  on  oranges,  they  vi-ould  cut  off  the 
kind  of  traffic  from  which  the  Eastern  roads  make  a  great  dpal  of  profit;  bnt,  on 
the  other  hand,  for  the  roads  in  Indiana,  Illinois,  and  Ohio  to  refuse  to  accept  a 
low  classification  on  agricultural  implements  would  siniilarly  cut  off  from  the 
Western  roads  a  kind  oi  traffic  which  is  most  profitable  to  them. 

There  should  be,  it  seems  to  me,  a  sort  of  reciprocal  interest  here.  Freight  la 
going  from  the  Bast  to  the  West  which  is  a  product  of  the  country  in  the  East 
and  wh'ch  becomes  a  luxury  in  the  West.  Many  products  in  the  West  are  very 
cheap  there,  but  when  they  come  to  the  East  they  are  so  valuable  they  will  bear 
higher  classification  rates.  The  whole  question  of  uniform  classification  involves 
an  agreement  between  all  those  raiiroads  and  a  recognition  of  the  fact  that  what 
one  ToaA  loses  on  certain  kinds  of  traffic  it  will  gain  on  others  at  either  end  of 
the  line.  Whether  there  will  be  such  a  gain  on  the  one  hand  as  to  offset  toss  on 
the  other  will  depend  on  the  character  of  the  product.  The  attempt  so  far  to 
bring  the  roads  together  has  been  unavailing,  although  great  progress  has  been 
made.  One  of  the  greatest  services  of  the  interstate-commerce  act  has  been  that 
it  has  been  influential  to  some  degree  in  removing  the  great  number  of  arbitrary 
.  classifications  which  were  formerly  in  force.  In  1883  on  the  Wabash  road  they 
had  9  different  classifications  in  force  on  the  line  of  that  road.  Thev  had  the 
classification  of  the  Middle  and  Eastern  States,  which  divided  freight  into  6 
classes;  they  had  the  classification  of  the  Southern  Railway  and  Steamship  Asso- 
ciation, with  18  classes;  they  had  the  classification  of  the  Mississippi  Valley,  with 
5  classes,  and  so  on.  The  result  was  that  if  you  wanted  to  know  how  much  a 
certain  kind  of  service  was  going  to  cost,  it  took  an  interminable  calculation,  not 
at  all  unlike  the  calculations  when  they  bad  the  old  State-bank  notes  and  you 
had  to  carry  a  list  in  your  pockets  to  show  what  each  of  the  particular  banks  was 
good  for.  It  was  impossible  to  figure  out  what  the  rates  would  he  In  advance, 
and  the  shipper  was  at  the  mercy  of  the  railroad.    They  charged  what  thev 

6 leased  and  ^ave  him  a  statement  that  his  shipment  went  through  certain  classi- 
cation  territories  and  that  the  rat«  was  so  and  so  much.  Those  highly  complex 
conditions  have  been  replaced  by  the  comparatively  simple  situation  to-day  of  B 
or  6  principal  classifications,  ana  it  seems  not  unlikely  that  the  ultimate  result 
may  De  the  acceptance  by  all  the  roads  of  a  uniform  schedule. 

The  next  topic  marked  was  "  Consideration  of  advisability  of  prohibiting  by 
law  the  increase  of  stock  by  interstate  railways  without  a  governmental  permit 
therefor."  I  have  already  spoken  of  this  this  morning.  I  believe  that  it  would 
be  a  modification  of  the  law  which  would  be  of  very  great  advantage  in  that  it 
would  give  the  commission  a  certain  control  over  theroads,  they  having  something 
which  the  roads  wanted  and  which  the  commission  alone  could  give.  Whether 
such  an  amendment  is  possible  under  present  conditions  remains  to  be  seen;  but 
if  it  could  be  done  as  it  is  in  Massachusetts  it  might  go  far  to  supply  the  present 
inabUity  of  the  commission  to  prescribe  what  rates  are  reasonable  and  what  are 
not.  It  would  strengthen  their  hands  very  largely  and  would  eradicate  some  of 
the  unstable  practices  of   stockjobbing  at  the  present  time.      Although  some 


ings,  in  relation  to  the  par  value  of  the  issues  alrea<^  out. 
A  very  highly  complicated  question,  and  one  in  which  I  would  suggest  that 
your  commission  might  gather  material  which  should  have  value,  would  be  a 
study  ot  the  movement  of  capitalization  in.  we  will  say,  the  last  10  years;  the 
determination  of  the  amount  of  such  capitalization,  which  consisted  of  stocks  as 
distinct  from  fixed  charges,  such  as  bonds. 
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A  great  manj  of  onr  roads  in  this  conntry  ttre  redncin*  their  bond  isHoee  and 
substituting  stock,  for  the  reason  that  an  issue  of  stock  is  a  burden  which  may 
be  laid  down  in  time  of  depression;  that  is,  dividends  are  not  necessarilj'  paid  on 
stock.  On  the  other  hand  bond  charges  must  be  met  i-egnlarlyor  else  there  is 
bankmptc^  or  receivership.  The  difficulty  in  such  substitution  is  that  it  is  only 
an  exceedingly  strong  road  that  can  issue  stock.  The  Eastern  trunk  lines  can 
issue  stock  at  a  very  considerable  fi^re  above  par  if  they  choose  to  do  so.  Of 
course,  ordinarily,  m  any  State  outside  of  Massachnsetts,  such  stock  is  issued  to 
the  stockholders  at  a  bonus  and  the  profit  to  the  owners  consists  in  the  difference 
between  the  market  value  of  the  stock  and  the  par  values  at  which  it  is  issned. 

Another  point  in  the  investigation  of  capitalization  worth  consideration  is  the 
degree  to  woich  many  of  our  large  railroads  are  owned  in  this  country  or  abroad. 
That  is  a  matter  of  great  public  interest.  An  investigation  has  recently  been 
made  and  published  in  the  Yale  Review,  The  information  in  the  main  has  been 
gathered  from  foreign  bankers  to  determine  what  railroads  in  this  conntry  are 
predominately  owned  in  Europe  and  what  are  not.  The  financing  of  a  railroad 
in  Europe  is  almost  always  difierent  from  the  financing  of  a  railroad  in  this  conn- 
b-y.  The  English  investors  will  bay  bonds  when  they  will  not  buy  stock.  The 
English  traditions  make  the  ownei^p  of  bonds  seem  more  secnro  than  stock; 
and  in  the  roads  like  the  Erie  and  Pennsylvania,  in  which  foreign  ownership  is 
comjwratively  high— the  Erie  particularly,  the  influence  of  foreign  traditions  in 
the  way  of  financing  niake  themselves  clearly  apparent. 

The  degree  to  which  the  railroads  are  putting  earnings  back  into  the  property 
or  paying  them  out  in  dividends  could  also,  I  believe,  be  determined  by  a  careful 
investigation.  Some  of  the  roads  at  the  present  time — for  instance  the  New  York 
Centi^^are  paying  a  low  rate  of  dividends  becaiise  they  are  turning  a  large 
amount  of  surplus  earnings  back  into  the  property  in  straightening  curves,  pnt^ 
ting  iu  new  stations,  and  especially  in  developing  tenninals.  Many  of  the  other 
roads  pay  out  money  as  fast  as  earned  and  those  dividends  show  exactly  what 
burden  is  resting  on  the  public. 

S.  (By  Mr.  FARijiruAit.)  Do  you  think  yon  could  find  out  what  the  American 
roads  realized  from  bonds  that  were  sold  in  Europe?— A.  Yon  mean  at  what 
discount  or  premium? 

Q.  Yes:  is  there  any  means  of  finding  that  out?— A.  There  is  one  means  always 
open  to  an  investiration  of  this  question,  and  that  is  the  testimony  to  be  had  of 
the  dissenting  stockholders  or  bondholders  in  any  proposition.  Whenever  any 
financial  operation  is  carried  on  there  is  nearly  always  some  stock  or  bond  holder 
who  is  willing  to  report — who  would,  perhaps,  for  instance,  bo  willing  to  testify 
before  your  body. 

Q.  In  any  investigation  you  might  make  of  this  so-called  stock  watering  would 
it  not  be  a  very  good  thing  to  find  ont  whether  bonds  were  sold  for  BO  and  63  and 
65,  and  whether  those  bonds  have  paid  interest  since  that  time,  and  whether  it  has 
been  a  permanent  debt  on  the  road  and  bonds  have  to  be  issued  by  that  road  in 
the  future  to  cover  the  difEerence  between  par  and  the  selling  price  in  Europe? — 
A..  Precisely. 

Q.  Is  not  that  fair?  You  would  not  call  that  stock  watering? — A.  That  would 
not  be  technically  stock  watering,  but  it  has  the  same  effect;  it  increases  the 
amount  of  securities  outstanding. 

Q.  Bnt  legitimate  as  a  matter  of  accounting? — A.  I  should  say  so.  To  cite 
another  instance,  take  the  Chicago  and  Alton  road  which,  as  I  mentioned  this 
morning,  in  the  opinion  of  many  men  whose  judgment  is  worth  having,  has  been 
as  flagrantly  watered  in  the  last  two  years  as  any  road  in  onr  country.  Its  volume 
of  secnrities  has  increased  from  al)out  $43,000.000. 1  believe,  to  something  like 
$120,000,000,  an  appreciable  part  of  that  increase  going  as  profits  to  the  persons 
who  carried  through  the  deal,  A  large  part  of  these  bonds  were  sold,  as  I  have 
been  told,  as  low  as  65,  and  they  were  then  resold  in  Europe  as  high  as  95,  the 
difference  of  30  going  to  the  persons  who  canied  through  the  deal. 

I  think  a  most  suggentive  line  of  inqairv  would  be  to  describe  a  half  dozen  of 
these  recent  e lampies  of  manipulation  which  have  borne  very  hard  on  the  investor, 
and  which  can  not  bnt  have  a  profound  result  upon  the  public,  if  those  roads  are 
to  earn  any  return  on  that  capital.  A  detailed  investigation  of  certain  of  these, 
with  such  mformation  as  could  be  obtained  from  the  railroad  and  financial  jonr- 
nals  of  established  standing,  and,  in  addition,  from  such  testimony  as  might  be 
obtained  from  witnesses— such  a  detailed  investigation  would  have  definite  value 
in  pointing  a  way  to  the  reform  of  our  laws  along  the  Massachusetts  line. 

One  more  topic  I  have  to  apeak  upon,  that  of  taxation,  and  here  I  can  only  refer 

i'ou  to  the  attempt  in  Michigan  under  the  present  law  to  tax  the  franchises  of  all 
ts  public-service  corporations — one  of  thu  most  interesting  and  suggestive  exjwri- 
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mente  that  has  come  toiof  notice  bra  longtime.    I  Bpentadav.aboatSv 
in  the  tax  comnuasioner'B  offlce,  and  went  over  rather  carvfollv  the  meane  which 
th«y  have  adopted  then  for  taxing  the  franchieee  of  those  pnblic-aervice  corpora- 
tions.   The  law  makes  an  attempt  to  distlogtUBh  between  tiie  tangible  i '      '    ' 

property  in  raUs,  in  graded  right  of  way,  in  Inidges,  in  stations,  and  t 

physical  i^opertv  of  that  corporation,  which  consists  in  its  right  to  be  and  to  da 
'  tnuJnew.  Tbeyhaveattempted^-andit  eeemstomethstit  isbeingdoneiuamost 
thoTongh  fashion — to  determine  how  much  it  wonld  cost  tiiis  year  to  reprodnce 
every  kmd  of  a  pablic-aervice  corporation  now  in  the  Stat«  of  luchigan — the  rail- 
roads and  the  street  rfdlroads,  the  gas  and  yrater  companies,  the  phmk  rtmde,  the 
danu  and  locks,  and  electric-Hfhcbg  c(ni)oratlons,  and  others  of  that  sort.  In 
other  words,  they  consider  (or  the  moment  the  State  ot  Michigan  covered  with 
virgin  forests,  and  they  ask  how  mnch  it  would  cost  to-day  to  pat  all  these  prop- 
erties into  place  and  into  operation  as  thev  stand.  A  large  nnmber  of  enKineers 
are  traverainKthe  State  from  end  to  end,  literally  coantinic  the  rivets  In  the 
tiri^^.etc.  For  one  of  the  railroads,  showing  yon  into  what  detail  they  go, 
they  report  as  to  the  nnmber  of  rails,  the  kind  of  track  fasteners  and  frogB, 
evritohes  and  crossings,  the  kind  of  tools,  the  cost  of  loading  transportation  and 
nntoading  the  Qztnres,  ete.  In  other  words,  How  mnch  is  that  entire  railroad 
worth  to-day  solely  as  tangible  physica]  property?  Then  they  ask — and  this  con- 
cerns the  nonphysical  element— How  mncn  is  that  road  earning  to-day;  how 
much  has  it  euned  on  an  average  for  the  last  10  years,  and  what  is  a  fair  capital- 
ization (d  those  earnings?  After  wMoh  they  endmvor  to  determine  the  difference 
between  the  tangible  physical  property,  which  is  lazed  nnder  the  general  property 
laws  in  Uicfaigan,  and  this  vastly  larger  som  which  is  the  capitalization  of  the 
earnings  which  that  road  is  making.  The  difference  between  those  two  is  what 
they  call  the  hanohiae,  which,  nnder  the  law,  is  sabject  to  special  taxation. 

A  donbly  interesting  problem  is  presented;  first,  the  arithmetical  means  by 
which  they  att^npt  to  determine  the  franchise  value,  and  second,  that  as  an 
indirect  reenlt  of  ttiia  they  are  voing  to  know  jnst  how  mnch  all  that  property  is 
worth.  It  is,  in  fact,  a  census  of  the  public-service  property  in  the  State  <d  Mich- 
iKan.  If  it  were  under  onr  Maeeachtuetts  laws,  and  they  were  strictly  construed, 
tibe  capitalization  of  all  those  pnblic-aervice  corporations  wonld  exactiy  eqoal  the 
value  of  the  tangible  physical  plant.  We  have  no  such  a  thing  in  Boston  in  the 
theory  of  the  law  as  a  franchise  value.  It  does  not  apply  to  ^e  corporations  in 
Boston,  and  bnt  to  a  few  of  those  which  are  so  large  as  to  be  exempt  by  law,  bat  in 
the  caseof  all  tlie  others  the  actual  property  is  supposed  to  equal  the  capitalizatioo. 

Q.  (ByHr.  Clabkb.J  When  was  thiB  Uichigan  law  enacted  under  which  this 
inquiry  and  appraisal  is  being  made? — A.  I  believe  it  was  in  1809,  althongh  it 
may  have  been  the  lattor  part  of  1898. 

"^     '        ir  law?— -A.  It  has  this  olnection,  and  I  think  a  proper  one,  that  it  is 

> __. ;i ^    jjj    jQpJii ^-     ■'-     > ' ' =■■ •■'■-■•' -J '- 

....  t  railroad  1 

all  the  expenses  <tf  oonBtraction  were  greater,  all  the  conditions,  risk,  and  every- 
thing else  nnder  which  those  roads  were  bnilt  were  such  that  protnbly  it  cost 
th«n  half  as  much  again  as  it  wonld  to-day.  The  mere  fall  of  prices  since  1878 
wUl  iUnstrate  that  point. 

Q.  This  ascertainment  of  -valne  is  for  the  parjMise  of  taxation  only,  is  it  not? — A. 
It  is  for  the  purpose  of  taxation. 

Q,  Theu,of  course,  if  it  shows  a  lower  valuation  to-day  than  the  coetwas  when 
the  property  was  constructed,  the  railroads  will  hardly  be  the  parties  to  find  fault 
with  that?— A.  I  have  antici^ted  that  most  intere«ting  results  in  that  connection 
between  the  original  cost— original  investment — and  present  duplication  value  will 

e  out.    I  think  that  a  discussion  of  that  question — the  rights  ot  the  original 

storasaf  "    -..-■.-   .^^  -  .  .^-    -.._..  l.j.  ., 

lid  form 

tion  to-day. 

Q.  Have  you  studied  the  increase  in  value  with  reference  to  the  Ulinoie  Central 
road  eseteta  in  particular? — A.  No;  not  in  particular. 

Q.  Ihave  heard  that  that  affords  one  of  the  best  illnstrations  of  that  sabject 
that  there  is  in  the  country,  and  I  think  when  you  do  give  si»ecial  consideration 
to  the  question  you  had  better  look  into  that  road.— A.  I  would  stuxest,  if  any 
analysis  were  made  inttiisway,  that  instead  (rf  attempting  to  deal  with  Uie  whole 
United  States  the  sitnation  be  carefully  looked  over  ana  enough  roads  of  each 
tpte  bepicked  out,  so  that  It  wonld  not  look  like  a  strike  at  a  particular  coirora- 
bon.  Having  chosen  enough  roads  of  each  particnlar  class,  these  should  be 
analyzed  in  detaU.  A  detailed  analysis  of  financial  matters  is  always  necessary; 
you  can  not  generalize  without  being  ezoeedingly  careful  that  yoor  basis  is  cor- 
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rect.  Such  a  stndy  of  the  relation  of  prime  coat  to  present  cost  of  duplication, 
and  then  again  the  Talue  of  the  property  after  it  has  depreciated,  shoold  all  be 
inclnded  in  any  stndy  of  capitauzation.  May  I  illustrate  what  I  mean  there? 
They  compute  the  cost  of  dnplication  of  each  railroad  in  Michigan  and  work  it 
out  In  detaU;  then  they  ask,  How  mnch  ie  that  railroad  worth  for  scrap?  And 
they  distingnish  each  particrilar  class  of  property  thus  eegregsted.  One  set  of 
engineers  estimatee  the  cost  of  that  number  of  miles  of  steel  rails,  how  mnch  are 
those  raits  worth  as  scrap,  and  how  lon^  is  their  normal  life.  If  the  rail's  life  in 
normal,  and  if  it  is  good  for  25  years,  the  assumption  ia  made  that  one  twenty- 
fifth  of  the  difference  between  the  cost  of  new  rails  and  scrap  disappears  in  each 
year.  Then,  if  the  road  has  been  bniit  S  years,  three  twenty-fifths  of  this  difEer- 
ence  in  value  should  rightly  be  deducted  in  order  to  determine  how  mnch  that 
road  is  worth  for  use  at  tiie  present  time.  In  other  words,  the  distinction  is  made 
tor  one  of  the  first  times  in  the  law  of  our  States  between  maintenance  and 
deiveciation. 

Q.  (By  Ur.  Litchhaji.]  Is  there  any  elimination  of  stock? — A.  This  particular 
InTeaogation  is  not  direobed  to  the  qoastion  of  stock  issues,  but  that  may  come  as 
a  poosible  result  afterwards. ' 

Q.  Is  it  not  true  that  the  capitalization  covers  not  only  the  first  cost,  but  all 
improvements  in  some  roads?— A.  It  does  in  some  roads.  In  others  it  varies,  as 
in  the  instance  of  roads  which,  like  the  old  Chicago  and  Alton,  had  been  so  con- 
servatively financed  that  the  capitalization  represented  only  60  per  cent  of  the 
value  of  Hie  property.  A  resxxmaible  financial  journal  states  that  2  years  ago 
the  amonnt  of  stock  and  bonds  issued  by  this  road  represented  onl^  about  60 
per  cent  of  the  tangible  physical  value  of  that  road.    That  is  nnder-capitalization. 

Q.  The  capital  stock  remains  a  permanent  burden  upon  the  public,  does  it  not, 
assuming  tiiat  there  is  a  dividend  on  the  stock?— A.  It  does. 

Q.  Then  a  continual  addition  of  stock  for  exi>en8es  that  ought  to  be  charged  to 
constmction  tends  to  increase  that  bnrden? — A.  It  does. 

S.  TMids  to  make  tfae  amount  to  be  earned  topay  dividends  on  the  stock  larger, 
conseqnently  the  burden  on  the  public  larger?— A.  It  does. 

O.  What  do  you  think  of  the  advisability  of  some  plan  whereby  a  system  of 
sinking  fund  should  be  compelled  to  eliminate  that  cost,  and  eventually  reduce 
the  bittden  on  the  public  by  reducing  the  amount  of  the  capital  stock? — A.  That 
is  already  done  by  conservatively  financed  roads,  except  that  they  do  it  by  other 
means  than  sinkmg  funds.  They  do  it  by  putting  a  larger  and  increasing  propor- 
tion of  their  earnings  back  Into  the  property  instead  of  paying  it  out  as  dividends. 

Q.  In  other  words,  they  charge  it  to  operating  and  do  not  issue  new  stock?- A, 
Yes;  t))ey  charge  it  to  operating  espenseB.  A  study  of  the  policy  of  the  conserva- 
tive roads— 'by  conservative  I  mean  in  this  respect  solely  as  compared  with  the 
roads  which  have  been  unwisely  financed — would  be  of  great  value  in  determining 
what  the  proper  policy  of  anv  laws  should  be  in  control. 

(^.  (By  Mr.  Phiujps.)  What  would  be  your  view  In  regard  to  requiring  the 
roads  to  set  aside  a  sinking  fund  to  liquidate  their  l>onds? — A.  The  onlv  difficulty 
that  suggeste  itself  to  my  mind  would  be  that  the  status  of  those  sinking  fun^ 
would  be  highly  complicated  if  the  roads  went  Into  the  hands  of  a  receiver  before 
the  fl-niil  burden  of  securitiee  were  paid  off.  For  instance,  suppose  we  have  10 
years  from  now  another  period  of  aepression,  and  railroad  earnings  decrease  so 
that  a  good  many  of  the  roads  which  are  now  heavily  charged  with  bonded  and 
stock  securities  go  into  the  hands  of  receivers.  If  those  roada  were  carrying  a 
very  considerable  sinkii^  fnnd,  the  legal  position  of  that  property,  so  vested  in  a 
sinldng  fund,  might  lead  to  legal  compUcationa.  I  am  not  enough  of  a  lawyer  to 
state  exactly  what  would  be  the  case;  but  before  any  proposition  for  the  regula- 
tion of  canitalieatlon  can  ever  be  wisely  made,  it  seems  to  me  that  the  relation 
between  tnese  several  elements  of  prime  cost,  cost  of  duplication  or  depreciation, 
etc^  should  be  investigated  in  the  fullest  mannn  and  properly  correlated. 

(Testimony  closed.) 


Wasrinoton.  D.  C  January  li,  JMI. 
TESTIMOHT  OF  HA.  EEVKY  C.  BAETEB, 

Secretarji-Treamirer  Jntematymal  Longatwremen'a  Association. 

The  commission  met  at  10.49  a.  m.,  Hr.  Phillips  presiding.  At  that  time  Hr. 
Henry  C.  Barter,  secretary- treasurer  Internationa]  Longshoremen's  Association, 
Detroit,  Mich.,  was  mtrodnced  as  a  witness,  and,  being  duly  sworn,  testified  as 
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ttt.  Farqdbar.  )  Yon  Till  tri«a8e  give  yora  nam«  and  addrees  and  offi- 
j__  s_    --j^f  oivaiuzatioii. — A.  Hepiy  C.  Barter,  Becretary-treaBtirer  of 

___  LongBnoremen'B  Aeaociation;  offlc«  addrew,  530  East  Atwater 

Btreet,  Detroit,  Mich. 

Q.  How  long  has  your  organisation,  as  an  international  organization  been  in 
existence? — A.  It  was  organized  in  the  year  1893,  in  the  city  or  Detroit,  Mich. 
That  was  the  starting  of  the  organization.  It  was  then  not  known  as  "  inter- 
national; "  it  was  known  as  the  national,  but  that  Is  practically  the  aame  organi- 
Bation.    In  1998  it  was  changed  to  an  international  organization. 

Q.  Atthattimewaaitmadeapfromlocals?— A.  At  tho  beginning,  in  1892,  it  was 
made  up  of  locals  of  Inmber  handlers  only;  bnt  in  1S98  it  chang^  the  name  of 
the  organization  to  International  Longshoremen's  Association  and  inclnded  every 
dock  worker  on  the  chain  of  lakes,  Atlantic  and  Psciflc  coasts  and  rivers,  and 
the  ports  of  Canada.  I  mean  all  ports  of  the  United  States  and  Canada^-coast, 
lake,  and  river. 

Q.  Abont  what  is  yonr  membership  now? — A.  Well,  a  conservative  estimate 
wonld  be  40,000;  that  means  the  lakes,  Atlantic.  Pacific,  the  Onlf,  Canada.and 
Costa  Rica.     There  may  be  more  than  that,  bnt  I  am  giving  a  conservative 


Q.  How  frequently  do  yon  have  yonr  international  convention? — A.  Yearly,  in 
JnJy. 

Q.  Are  these  delegate  conventions  from    your  locals? — A.   Yes.     Each  local 

Tnization  is  entitled  to2  delegates,  and  they  vote  according  to  the  ntembership. 
What  are  yonr  annual  dues?— A.  Onr  annual  dnes— the  tax,  as  we  call  it— 
from  locals  to  international,  yon  mean? 

Q.  Yes. — A.  Five  cents  per  month. 

Q.  Yonr  local  dnes,  then,  are  different  in  different  sections  of  the  country,  are 
they? — A.  Yes;  they  regulate  themselves.  Generally  about  50  cents  per  month 
is  what  tbe  members  pay  to  local  organizations  for  their  local  funds.  The  tax  of 
a  cents  per  member  ia  paid  to  the  international. 

Q,  Is  that  50  cents  per  month  collected  during  the  12  months  of  the  year?— A. 
No.  On  most  of  the  ports  of  the  lakes  10  monthe,  some  8  months,  some  D  and 
some  10,  and  a  fev  12  months,  where  they  have  sick  and  death  benefits. 

Q.  How  many  of  yonr  locals  have  sick  and  death  benefits  proportionately  to 
the  whole? — A.  About  30  per  cent. 

Q.  Conld  yon  at  the  present  time  give  any  idea  of  these  benefits  and  what  thev 
amount  to? — A.  Yes.  I  will  take  one  particular  oi^nization — that  of  Ashlano, 
Wis.  They  pay  Vi  a  week  sick  benefit,  and  at  death  |IOO.  and  they  hire  a  band, 
and  the  members  tnm  out  in  a  body.  They  also  have  a  large  burial  lot  in  both 
cemeteries.  Catholic  and  P^teetant.  where  members  are  buried:  that  is,  if  the 
family  chooses.  If  a  man  has  been  disabled,  and  $5  a  week  is  not  enough,  they 
Invariably  give  him  more,  generally  to  meet  conditions — where  it  is  necessary, 
possibly,  to  be  in  a  hospital,  if  he  has  not  a  family,  and  it  is  necessary,  probably, 
to  give  him  a  little  more  to  keep  him  decently. 

1^.  Have  yon  any  insurance  features  in  your  organization? — A.  No;  the  inter- 
national has  o6  beneficial  features;  that  is,  in  regard  to  sick  benefit  or  accident 


Q.  The  B  cents  is  for  what—the  expense  of  the  international  orj^nization? — A. 
Meeting  expenses  In  the  international  organization,  paying  salaries,  and  paying 
expenses  of  attending  conferences  and  couventione.  We  probably  attend  more 
conventions  than  any  other  organization  in  the  country.  We  meet  several  timen 
a  year  with  onr  employers. 

Q.  Have  you  any  arrangement  for  a  defense  or  strike  fnnd?— A.  No. 

Q.  (ByMr.  LiTCHMAN.)  Are  yonr  beneficial  features  there  established  by  rules 
of  the  international  organization  or  left  with  each  local  to  make  their  own  arrange- 
ment?— A.  Left  to  each  local  organization.  Each  local  organization  afSliatetl 
with  our  international  is  guaranteed  its  own  local  autonomy. 

Q.  How  do  yon  do  in  the  case  of  strikes?  Do  you  make  assessmentd  on  a  local , 
or  do  you  make  assessments  of  the  others  to  help  the  local  oat?— A,  We  have  not 
made  anj;  assessments  since  the  organization  was  formed.  One  thing  we  are 
blessed  with — we  don't  have  many  strikes,  and  our  strikes  are  not  of  long  dura- 
tion. In  one  case  only  has  an  organization  been  compelled  to  be  assisted  finan- 
cially dnring  a  strike',  only  one  case  since  1892. 

Q.  What  case  was  that? — A.  That  was  the  Buffalo  freight  handlers. 

Q.  Did  yon  have  more  than  one  organization  in  Buffalo  at  that  time? — A.  Yes; 
we  had  several.  That  was  last  spring  when  we  were  appealed  to.  In  the  strike 
of  189S  no  appeal  was  made  for  mnds. 

Q.  Did  yon  immediately  handle  that  strike  of  1899 — yonr  organization?— A. 
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No;  I  can't  Bay  that  we  immediately  handled  it.  We  went  there  after  the  strike 
had  reached  u  position  where  it  was  neceasary  to  biin^  about  a  conciliation.  Mr. 
Eeefe  was  our  representative  in  that  trouble,  and  it  was  settled  satiefactorily 
throOKb  the  efforta  of  Mr.  Eeefe  and  also  some  other  ROod  citizens  in  Buffalo. 

Q.  Was  Mr.  Eeefe  a  member  of  that  as  well  as  the  local  and  Lake  Carriers' 
Association? — A.  Yes. 

Q.  Have  yon  had  any  trouble  in  Buffalo  since? — A,  We  had  tronble  there  last 
sprmg. 

Q.  What  did  that  arise  from?— A.  That  was  from  the  package  freight  handlers. 
They  were  desirous  of  wiping  out  the  contract  system  under  Messrs.  Conners  and 
Kennedy's  dictation. 
,  Q.  Could  you  state  the  reasons  of  the  strike  in  Buffalo  in  1809? — A.  The  strike 
in  1899  was  for  this  reason:  Prior  to  the  spring  of  1899  tlie  contract  for  handling 
the  grain  at  the  port  of  Buffalo  was  handled  by  Mr.  Kennedy.  In  the  winter,  or 
in  the  month  of  January,  1899.  Mr.  Conners  eecnred  the  contract.  Mr.  Conners 
attempted  to  introduce  a  new  system.  Prior  to  the  spring  of  1899  Mr.  Kennedy, 
the  old  contractor,  gave  the  men  an  equal  division  of  a  certain  sum — a  certain. 
sum  wae  paid  the  men — and  that  was  supposed  to  be  equally  divided  among  the 
men  who  worked  upon  these  boats.  When  Mr.  Conners  secured  the  contract.in 
1899,  he  attempted  to  introdnce  a  new  system;  that  was  to  pay  the  men  by  the 
hour  instead  of  by  the  thousand,  and  he  offered  to  pay  the  men  M  and  30  cents 
per  hour.  The  men  then  stmck  and  demanded  the  aDolishment  of  the  contract 
system  entirely.  The  men  were  opposed  to  the  contract  system  for  many  reasons. 
it  was  nniverral  over  the  lakes  prior  to  that  time,  and  that  was  the  reason  of  the 
formation  of  onr  organization.  Most  of  the  stevedores — that  is  what  we  call  the 
contractors  on  the  lakes — most  of  the  stevedore*)  controlled  or  operated  saloons. 
The  men  were  supposed  to  patronize  the  saloons  owned  and  controlled  by  the 
stevedores,  and  the  men  who  patronized  them  best  were  retained  andgiven perma- 
nent employment;  but  as  our  organization  took  hold  it  aimed  to  bring  about  the 
abolishment  of  this  obnoxious  condition,  and  this  was  one  of  the  evils  that  Oie 
men  had  to  contend  with  at  the  port  of  Buffalo.  I  had  to  visit  Buffalo  on  many 
occasions,  and  visited  there  in  the  spring  of  1899,  and  the  men  complained  of  this 
obnoxious  saloon  syst^n.  They  claimed  that  unless  they  patronized  the  saloons 
they  were  not  given  work,  and  that  they  were  expected  to  spend  a  good  deal  of 
their  money  there.    They  fought  for  the  abolishment  of  the  ^stem  entirely,  and 

Rut  np  a  very  good,  fair  fight,  with  no  attempt  at  violence.  There  was  some  vio- 
ince  committed,  Init  not  by  the  members  of  onr  organization.  If  I  remember 
rightly,  there  was  not  one  of  our  men  arrested  for  any  attempt  at  violence,  Tbe 
clergy  there  and  priests  took  hold  of  the  matter,  and  ex-Congressman  Roland  B. 
Mahany.and  under  their  direction. and  that  of  Mr,  Keefe — Mr,  Eeefe  was  of  valua- 
ble assistance  there — they  advised  the  men  to  keep  away  from  the  docks,  keep  sober, 
and  obey  the  police,  and  several  conferences  were  held  between  the  representa- 
tives of  the  Liake  Carriers' ABBOciation  and  the  representatives  of  our  organization, 
and  also  Father  Oronin  and  Bishop  (juigley.  for  the  purpose  of  trying  to  bring 
about  a  settlement.  The  lake  carriers,  through  their  executive  committee  and 
their  counsel.  Mr,  Harvey  Goulder,  made  propositions  to  onr  representatives  that 
tbe  lake  carriers  would  he  parties  to  the  contract,  guaranteeing  the  men  an  equal 
division  of  the  amount  paid  to  them.  They  even  agreed  to  pay  5  cents  more  than 
the  men  had  received  the  seasonprevioos,  if  I  remember  rightly.  In  other  words, 
the  lake  carriers  would  practically  become  a  party  to  the  agreement  between  the 
men  and  Mr.  Conners;  that  is.  they  would  see  that  it  was  carried  out  to  the 
very  letter.  The  men  hung  out  longer,  demanding  the  abolishment  of  the  con- 
tract system,  and  demanding  that  the  contract  be  let  to  them, 

S.  Immediately  to  the  local  throagh  the  officers? — A.  Immediately  to  the  locals 
their  officers;  but  the  carriers  objected,  and  finally  an  agreement  was  entered 
into  whereby  the  organization  practically  got  the  contract.  The  men  got  nearly 
all  they  contended  tor,  with  the  single  exception  of  getting  the  contract  direct 
from  the  carriers. 

(J.  Was  your  trouble  the  fact  that  the  Lake  Carriers'  Association  could  not 
break  the  contract?— A.  No;  they  could  not  break  the  contract,  but  the  men 
practically  had  the  contract,  and  Mr.  Conners  had  to  treat  as  a  factor.  All  he 
received  was  5  cents  on  a  thousand  for  his  work,  when  prior  to  that  Mr.  Kennedy 
had  received  5  centii  for  the  running  of  the  contract,  and  the  paying  of  the  men, 
clerical  hire,  office  rent,  eto.  But  the  agitation  was  kept  up,  and  last  winter  onr 
organization,  through  our  international,  was  successful  in  gaining  the  contract. 
Q,  At  or  about  the  time  of  the  strike  of  18b9  in  Buffalo,  did  Mr.  Conners  and 
others  have  contracts  in  other  lake  ports? — A.  Yes;  I  was  given  to  understand 
Qiat  Hr.  Conners  had  contracts  in  Milwaukee.  Chicago,  and  Qla<b^tone,  Mich. 


H.   C.   barter: — LONGSHOREMEN  3   A8BOCIATION.  SU9 

Q.  Did  hie  contracts  continue  after  that  time,  or  did  your  locals  net  them  after 

the  Bettlement  of  tie  Buffalo  strike?— A.  Well,  after  the  Buffalo  strike  onr 
or^msatJCFn  in  Gladstone  handled  the  contract. 

Q.  How  is  it  in  Milwaukee  and  Chicago?— A.  In  Milwaukee  and  Chi<»go  Mr. 
Conners  atilt  operate  to  a  certain  eit«nt.  He  has  not  all  the  docks.  There  is 
competition  in  the  stevedore  system  in  Milwaukee  and  Chicago  to-day. 

Q.  Does  Conners  recognize  yonr  local  unions  in  those  cities? — A.  We  have  not 
asked  bim  to  do  so, 

Q.  Is  there  much  difference  in  the  scale  that  be  pays  and  what  the  locals 
receive? — A.  In  Chicago  and  Milwaukee? 

<J.  Yes.— A.  We  have  no  organization  of  freight  handlers  in  Chicago.  We 
have  an  organization  in  Milwaakee.  and  I  am  given  to  nnderetand  that  he  pays 
the  same  wages  as  demanded  by  the  organization  in  Milwankee, 

Q.  Do  you  know  bow  long  the  Conners  contracts  continue;  are  they  annual,  OT 
longer? — A .  I  understand  tney  are  let  annually. 

Q.  Has  the  Lake  Carriers'  Association  anything  to  do  with  the  letting  of  these 
contracts? — A.  No. 

Q.  Wherein  does  the  Lake  Carriers'  Association  have  anv  right  or  interference 
in  respect  to  the  making  of  the  contracts  on  the  lakes;  wnat  points?— A.  Well, 
the  lake  carriers' organization  is  organized  uiainly  for  legislative  purposes.  They 
have  never  taken  np  any  puticnlar  contract,  or  taken  up  the  question  of  issuing 
any  particular  contract,  with  the  single  exception  of  the  Buffalo  contract; 
that  IS,  prior  to  the  spring  of  18B8;  hut  since  that  time  we  do  bnsinees  with 
members  of  the  Lake  Carriers'  Uniou  as  dock  managers,  which  is  practically  the 
lake  terriers.  But  the  organization  of  lake  carriers,  as  a  body,  does  not  make 
any  contracts  for  the  letting  or  handling  of  boats,  with  the  single  exception  of 
tbe  Buffalo  strike. 

Q.  That  is,  the  lake  carriers'  organization— it  is  not  part  of  their  constitution  to 
interfere  with  these  contracts,  and  he  a  party  to  the  making  of  the  contracts? — A. 
That  is  right;  that  is  purely  a  legislative  bodyi 

Q.  In  the  Buffalo  matter  was  the  saloon  system  the  main  point  of  difference? — 
A.  Tes;  the  saloon  system  was  the  main  questdon. 

J.  Has  tiiat  been  abolished  entirely?- A.  That  is  abolished  entirely. 
.  Is  your  local  the  party  for  the  arrangements  in  Buffalo,  for  making  the 
e?— A.  No;  tbe  international  is  the  main  factor.  The  local  is  a  party  to  the 
contract.  Tbe  international  organizatiou  is  looked  upon  as  the  main  factor,  but 
of  conrse  the  organization  at  Buffalo  is  certainly  a  factor  too.  Our  international 
organization — that  is  its  business  to  secure  these  contracts,  and  they  always  sign 
aa  the  international,  as  representatives  of  tbe  international  organization;  and  the 
locals,  too,  are  parties  to  the  contract. 

Q.  The  president  of  your  local  nnion  is  one  party  to  see  that  this  is  carried  out; 
who  is  the  other  party? — A.  The  officei's  of  the  international  organization. 

^.  And  who  is  the  other  contracting  party?—A.  Whoever  we  do  business  with — 
sometimes  tbe  local  carriers,  sometimes  the  dock  managers.  Sometimes  we  do 
business  with  different  roads  in  regard  to  package  freight — tliat  is,  the  superin- 
t«udent  of  the  freight  docks. 

(X  Whatclasses  of  handling  are  comprised  in  your  international  or^nization? — 
A.  Lumber  loaders  and  nnloaders.  Those  are  the  men  that  load  boats  and 
unload  them;  also  the  coal  shovelersand  trimmers,  nnloaders,  and  loaders.  Then 
there  are  the  ore  shovelers,  and  trimmers,  loaders,  and  nnloaders  in  general,  and 
nackage-frelgbt  handlers,  nnloaders.  and  loaders:  warehouse  package-freight 
handlers;  loaders  and  unloadersof  salt, grain;  trimmersandscoopers,  dock  holst- 
ers, and  engineers,  millmen,  and  all  men  employed  in  lumber  yards;  dock  fire- 
men and  marine  firemen,  and  all  other  men  that  are  engaged  in  working  along 
and  around  docks  on  the  Great  Lakes,  the  coast,  and  rivers. 
.  Q.  You  havenowa  systemof  agreements,  have  you, in  these  variousporte  that 
the  international  enters  into  with  the  owners  of  floating  property? — A.  Yes. 

Q.  Would  you  say  that  in  all  of  the  ports  of  the  hies  yon  have  agreements 
witQ  these  [wrties  as  to  loading  and  unloading?— A.  No;  I  woold  not  say  we  have 
agreemente  in  all  porie.  We  nave  practically,  however,  an  understanding  with 
our  different  interests  for  the  loading  and  unloading  of  the  boats  in  nearly  every 
port  on  the  Qreat  Lakes. 

Q.  Under  the  old  system  of  individuals,  like  Conners,  making  contracts,  tbe 
profits  all  went  to  the  contracting  parties? — A.  Yes. 

O.  How  do  you  manage  now  in  making  your  contracts;  does  your  local  union 
make  the-ratea  and  tbe  union  itself  gain  the  advantage  of  profits?— A.  The  inter- 
national has  been  tbe  first  party  to  the  securing  of  agreements,  and  the  locals  are 
theparties,of  course,  interested  and  involved,  and  in  taking  these  contracts  every 
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uember  secnrea  an  equal  division  of  the  profits.  Nov,  in  some  ports  we  work  in 
gangs;  in  fact,  we  all  work  in  gangs  in  all  porta,  bat  in  certain  ports  we  work  in 
gangs,  and  each,  gang  takes  its  turn.  Now,  we  will  say,  to  illustrate  it,  that  one 
port  has  two  gangs.  On  the  arrival  of  the  firet  boat  in  the  Bpring  of  the  year 
No.  1  ffan^  goes  to  work,  and  when  that  boat  is  nnloaded  in  some  instances  they 
got  paid  directly  the  boat  is  unloaded.  The  foreman  and  two  of  the  gang  collect 
the  money.  They  see  the  bills  of  lading,  and  they  figure  it  out  and  know  what  is 
coming  to  them.  They  then  go  to  their  hall  or  ofBce,  whichever  they  have,  and 
that  money  is  equally  divided  among  the  men  employed  on  that  boat.  When  the 
second  boat  cornea  in.  No.  2  gang  goes  to  work,  and  so  they  work  continuoosly  all 
summer.    The  men,  howevei',  do  the  work  and  receive  all  the  profits. 

Q.  In  your  working  season,  about  what  average  weekly  wage  will  the  scooper 
make?— A.  That  would  be  pretty  hard  to  arrive  at. 

Q  Have  you  any  table  that  would  show  the  average  of  wages  on  the  difFerent 
classes  of  work? — A.  No.  I  can  tell  you  what  they  have  done.  If  I  had  acme 
time,  2  or  3  monthtt,  I  could  give  what  they  have  made  for  the  season — what  they 
have  averaged.  The  average  wage  for  grain  scoopers  is  60  cents  per  hoar  when 
employed. 

Q.  Yon  could  not  average  the  period  of  employment,  conld  yon?— A.  Not  over 
6  months.  We  have  different  systems,  too;  the  grain  scooper  and  the  grain 
trimmer.  The  grain  trimmer  ie  a  Uttle  difFerent  from  the  scooper.  The  scooper 
unloads  the  boat;  the  trimmer  is  the  one  that  attends  to  the  loading.  The  trim- 
mers make  a  little  more  than  the  Bcoopera.  The  scooper  will  make  60  cents  per 
hour.  They  work  all  hoars  in  a  day.  The  men  in  BafFalo  are  diatiibnted 
among  the  difFerent  elevators.  From  a  certain  hoar  on  Saturd^  night  until  a 
certain  hour  on  Sunday  night,  the  men  receive  tim.e  and  a  half;  that  ie.  they 
make  00  cents  per  hour  week  days,  and  they  make  90  cents  per  hoar  on  Saturday 
night  and  Sunday.  The  grain  trimmer  has  a  little  more  dusty  work  than  the 
scooper.  Of  course  you  know  the  men  do  not  stand  thia  work  long;  they  do  not 
live  to  be  old  men.  Scooping  or  trimming,  especially  in  barley,  Hlls  a  man  oS 
pretty  lively.  The  trimmer  may  average  a  little  more  than  60  cents  while  aronnd 
the  boat.  Of  coarse  in  theHcoopingandtrimming,  directly  the  tegof  the  elevator 
is  put  in  the  boat  the  men  don't  start  to  work,  but  I  am  taking  the  avera^  from 
the  time  that  the  leg  is  put  in  the  boat  until  they  are  finished.  Now  in  scooping 
the  lee  ia  there  and  the  elevator  is  there.  They  don't  get  in  the  boat  until  it  baa 
gone  down,  possibly  half  of  it;  and  the  same  way  in  trimming,  they  don't  get  into 
the  boat  until  the  boat  is  about  half  unloaded,  but  the  average  there  is  for  the 
time  the  leg  goes  iu  until  the  leg  is  taken  off. 

Q.  Since  your  organization  haa  had  a  foothold  on  these  ports  of  the  lakes  have 
wages  of  this  class  advanced  or  are  they  stationary? — A.  Oh,  yes;  advanced  mate- 
rially, especially  during  the  last  3  years.  In  the  old  daysmen  did  not  know  what 
they  were  getting — under  the  old  stevedore  system.  Ten  yeara  ago  or  15  years 
ago  it  was  worse  yet.  A  good  many  of  the  men  were  hired  for  their  being  pretty 
good, stout, husky  fellows,  so  that  in  case  of  necessity  they  could  fight  for  the 
st«vedore.  In  those  old  d^ys  competition  was  in  vogue,  and  the  stevedore  backed 
by  a  good  strapping  baud  of  fighters  could  necessarily  drive  the  stevedore  with 
the  welder  ones  away,  and  so  that  continued  untU  that  stevedore  had  practically 
a  mono^ly  of  the  work,  and  then  when  he  was  successful,  he  would  charge  all 
kinds  ot  fancy  prices  for  loading  and  unloading.  But  while  the  competition 
exiated,  the  stevedores  would  cut  prices  with  one  another,  and  sometimes  would 
do  the  work  quite  reasonably,  but  the  men  were  made  to  suffer  for  it.  In  the  old 
days  there  were  bunks  in  the  saloon,  or  in  a  bam  or  shed  which  was  adjacent 
to  the  saloon,  and  the  men  lived  there  in  the  summer  season,  stayed  there,  and 
most  of  their  pay  was  bad  whisky.  Since  our  organization  has  taken  hold,  a 
better  class  of  men  work  at  the  business,  more  sober  men.  In  fa<:t,  dmnkenness 
is  not  permitted.  The  organizations  take  that  matt«r  ap  themselves,  and  in 
many  ports  when  a  man  becomes  drank  he  is  fined  $5  and  is  not  x>ermitted  to 
work  until  that  fine  is  paid.  In  agoodmany  of  the  ports  the  men  prohibit  liquor 
from  going  aboard  a  vessel. 

Q.  Duiing  working  hours?— A.  During  working  hoots.  In  that  way  we  have 
gained  favors  from  the  lake  carriers,  and  they  have  become  our  friends  instead  of 
fighting  ua  aa  an  organization.  Our  wages  nave  increased  100  per  cent  since  the 
abolishment  of  the  contract  aystem. 

Q.  What  nationalityprevaile  amon^  your  membership  andworkers? — A.  Well, 
that  changes.  The  Insh-American  did  prevail,  but  they  have  gone  away  grada- 
ally.  Sometimes  during  these  troubles  in  the  lake  ports  they  became  dugnated, 
and  got  away  and  looked  for  other  occupations,  and  m  many  caeee  manypf  the  old 
Irish-Americans  died  away,  and  the  younger  element  is  creeping  in.    The  young 
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Poles,  and  Oermaiu.  Bnt  it  would  be  hard  to  eaj  which  element  is  in  control  of 
the  organizatioQ.  I  ahoold  judge,  though,  that  the  yonng  American  is  quite  a 
factor  to-dav,  since  conditions  have  improved.  But  very  lew  fonng  Americans 
worked  on  the  latces  under  the  old  sfstem. 

Q.  Coald  yon  give  the  commission  anything  like  a  reriew  of  the  scale  of  wages 
that  ia  paid  to  these  different  classeson  the  lake? — A.  Tea.  I  have  a  table  of  them, 
and  the  fignres  show  yon  what  we  have  done  as  an  organization.  I  hare  the  fig- 
nres  in  the  Buffalo  grain  contract,  the  fignres  that  were  ■paiA  tot  onr  contract. 
It  amunnted  to  113,837.23. 

Q.  (By  Mr.  Litchman.)  That  is  for  the  last  season?— A.  For  this  last  season. 

Q.  How  long  a  time  did  joar  season  cover? — A.  That  was  from  the  opening  of 
navigation,  which  opened  last  year,  I  think,  in  Bnffalo  in  April,  and  which  closed 
in  December  jaet  before  the  houdays.  There  were  900  men  interested  in  that  con- 
tract. I  have  here  a  scale  of  what  onr  men  averaged  daring  the  working  honrs 
for  the  snmmer  season.  Of  coarse,  this  is  taken  fram  those  agreements.  Later 
on  I  will  relate  to  yon  these  different  agreements.  The  average  wage  per  honr 
for  ore  shoveling  in  the  handling  ports  was  80  cents  per  honr  for  a  13-hoar  work 
day.  The  aversige  wage  per  hoar  for  coal  trimming — thatis,  intheloadingports — 
is  SO  cents  per  honr  for  a  13-hoiir  work  day.  The  average  wage  per  honr  for  fuel- 
ing is  40  cents  per  hoar,  24  hoars.    They  nave  to  work  all  hoars. 

Q.  How  many  shifts? — A.  Two  shifts.  Hoisters  and  engineers,  from  Hay  1  to 
December  15,  $80  per  month  for  hoisters  and  $85  per  month  for  engineers.  The 
average  wage  for  coal  handlers,  BO  cents  per  honr;  that  is,  in  the  unloading 
ports.  The  average  wage  for  lumber  loaders  per  honr  is  50  cents.  In  some 
ports  it  is  40  cents,  some  45,  some  50,  some  60;  bnt  I  have  stmck  an  average  there 
of  50  cents;  that  is,  for  a  10-honr  work  day.  There  are  cases,  absolute  cases, 
where  men  work  over  10  bonrs.  Average  wage  per  honr  for  lumber  handlers — 
that  is,  at  the  onloading  ports — is  60  cents  per  hour.  Some  places  do  not  pay  as 
mnch  as  that;  some  pay  a  little  more.  That  is  the  general  average.  Now, the 
average  wage  for  marine  firemen  dnring  the  navigation  season  per  month  is  $46. 
The  average  wage  of  the  grain  scoopera  per  hour  is  60  cents.  The  average  wage 
per  boar  for  grain  trimmers  is  60  cents  and  upward.  There  are  a  few  cases 
where  they  do  make  more.  The  average  wage  per  honr  for  marine  pu;kage 
freight  handlers  is  SO  cents  per  horn.  They  work  10  and  13  honrs,  and  as  high  as 
24honrs  at  a  stretch;  no  shifta.  Ore  trimmers,  80  cents  per  hour,  and  they  work 
all  hours.  At  some  ports  they  regolate  their  gangs  and  take  their  turns  about,  but 
they  work  pretty  mnch  all  the  time;  they  have  no  certain  honrs.  That  completes 
the  table. 

Q.  Would  you  sav  that  those  wages  were  3S  per  cent  greater  than  they  have 
been  heretofore,  before  your  organization  had  jurisdiction  of  the  porta? — A.  Yea; 
I  should  Bay  60  per  cent  higher  than  before  our  organization.  We  were  granted 
a  lt2f  per  cent  increase  last  year  in  the  ore-baadliug  ports  over  the  season  previous 
to  that.  That  was  a  voluntary  increase  conceded  by  the  dock  handlers  to  our 
on^nization  as  a  whole;  so  I  would  be  pretty  conservative  in  saying  50  per  cent. 

Q.  In  the  contract  is  the  whole  of  your  force  under  the  control  of  offlcera  of 
f  oar  local? — A.  Practicallv  under  the  control  of  the  local,  and  let  out  to  members 
of  our  organization  as  a  whole. 

Q.  Are  the  men  divided  into  gangs  by  the  organization? — A.  Yes;  uid  the 
officers  instructed  by  the  organization  as  a  whole. 

Q.  So  that  your  organization  practically  covers  the  labor  of  those  ports? — A. 
Yes. 

Q.  Do  you  find  any  friction  with  many  of  your  members  in  your  locale  on 
eetablishinK  what  you  may  call  temperance  rules?— A.  No;  we  do  not.  The 
majority  of  onr  men  are  determined  that  the  temperance  mlea  shall  be  prevalent 
in  every  oort.  We  have  isolated  casea  where  our  men  break  the  rules,  but  they 
are  punished  by  the  organization.  There  is  a  happy  change  on  the  l^es  In  regard 
to  the  drinking  question  since  the  organization  took  hold,  which  is  readily 
acknowledged  by  members  of  the  Lake  Carriers  and  Lumber  Carriers' Association. 

Q.  Now,  how  do  you  account  for  that?  Is  it  that  the  men  are  saving  and  not 
spending  their  money  in  saloons,  or  is  it  on  account  of  the  danger  that  is  attached 
to  a  few  drunken  men  comingln  contact  with  machinery,  or  is  it  the  sentiment? — 
A.  No;  it  is  not  a  sentimental  idea.  It  is  business.  The  men  work  in  gangs.  I 
will  try  to  give  yoa  an  illnstration.  I  used  to  shovel  iron  ore  myself,  and  I  need 
to  shovel  coal  in  the  hold,  and  I  have  worked  at  the  lumber  business  onloading 
lumber.  We  worked  ingangsin  handling  iron  ore.  In  the  port  that  I  worked  in 
we  worked  2  men  together,  partners  in  the  hatch.    There  were  8  men  employed. 
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2  men  to  the  bucket;  2  mm  on  tbe  starboard  side  of  the  boat  worked  forward,  and 
2  men  on  the  port  side  worked  forward,  I  am  Hpeaking  now  of  the  forward  hatch. 
Two  men  worsed  amidahip  on  the  starboard  side,  and  3  men  worked  amidBhip  on 
the  port  side.  Those  men  were  expected  to  keep  the  hook  going.  There  is  a  hook 
that  is  lowered  which  the  men  hook  on  a  bncket.  Those  8  men  are  snpposed  to 
keep  that  hook  going,  and  if  they  do  not ,  it  is  readily  to  be  seen  that  somebody  is 
shirldng.  Sappoeelam  working alon^de  of  a  man  and  heshirks.  I  will  readily 
know  it.  If  he  happens  to  be  nnwell,  I  will  try  to  work  a  little  harder  and  keep 
that  ^oin^  It  would  be  impossible  to  do  that  for  any  length  of  time.  If  he  wae 
drinking,  I  woold  complain.  I  won]dBay,"Tom.""  Dick,"  or  whatever  his  name 
might li«,  '■yonareshiAing — yooaronotQoingyonrdnty;"andif  hewasdrinldng 
and  shoveling  iron  ore,  the  only  way  he  could  stand  that  work  wonld  be  to  keep 
on  drinking.  That  is  the  only  way  he  can  stand  that  work.  If  he  drinks  very 
much,  he  is  of  no  use  to  me,  and  he  practically  kills  me  and  lH»a  himself,  and  I 
complain  to  the  foreman  of  the  gang  and  that  man  is  immediately  called  out  of 
the  hold  and  punished.  He  is  called  out  of  the  hold  and  anotiier  man  is  put  to 
work  from  another  gang,  and  be  takes  hia  place,  and  this  man  then  is  displaced. 
It  is  not  altogether  sentiment.  Of  course,  when  our  organization  was  Sr»t 
Btart«d,  it  was  done  to  get  rid  of  that  drunken  element  and  bring  more  sober  men 
Into  the  bnsinees.  There  is  to-day  a  different  class  of  men  that  work  on  the  docks 
from  what  there  was  10  years  ago. 

(J.  Higher  class?— A.  Higherclaes— more  healthy  claaa  of  men.  They  own  their 
own  homes  on  the  lakes.  Very  few  men  owned  their  homes  15  years  ago  on  the 
lakes.  I  think  I  would  be  safe  in  saying  that  60  per  cent  of  our  men  on  the  lakes 
own  their  own  homes. 

Q.  Since  when?— A.  Well,  during  the  last  4  years.  Years  ago  the  conditions 
chuiged  materially  and  each  year  as  our  organization  has  grown  and  there  has 
been  more  traffic  our  men  have  enjoyed  bett«'  wages  and  have  been  in  condition 
to  purchase  and  own  their  own  homes. 

Q.  (By  Mr.  Farquhar.)  Have  yan a  general  agreement  with  the  owners  of  lake 
yessels  as  to  yoar  wages  and  time  of  work  and  rules  of  labor  and  jurisdiction? — 
A.  We  have  a  general  agreement  with  the  Dock  Uanuren'  Aasociation,  The  dock 
managers  represent  the  ports  of  Sandusky,  Ohio;  Lorain,  Ohio;  Hnron.  Ohio; 
Cleveumd,  Ohio;  Fairport, Ohio;  Conneaat, Ohio;  Ashtabula, Ohio;  Erie, Pa., and 
Buffalo,  N.  T.  I  believe  I  omitted  Toledo,  Ohio.  They  represent  the  different 
men  interested  in  unloading  iron  ore.  The  dock  mant^rers  as  a  rule  own  and  con- 
trol certain  lines  of  boats.  They  bring  the  ore  to  those  ports,  which  is  unloaded 
and  put  hitocaT«,someof  it.  When  there  are  not  enough  care  there  it  is  damped 
on  the  dock.  It  is  stocked  in  the  winter  months.  Then  it  is  unloaded  and  put 
into  cars.  Now,  we  have  an  agreement  with  the  dock  managers  for  the  unload- 
ing of  the  boats  during  the  Bummer  season.  We  secured  last  December  an  agree- 
ment for  the  first  time  with  the  dock  managers  for  the  handling  of  this  ore  from 
the  stock  pilestotheuars.  Wehavebotltof  those  agreements.  Prominent  among 
the  dock  managers  are  U.  A.  Hanna  &  Co. ,  the  Gamegie  Steel  Company,  the  Pitte- 
bnix  Steamship  Company,  the  Angeline  Steam  Dock  Company,  and  such  firms 
a8t£at. 

The  first  agreement  that  we  made  with  the  dock  managers  was  a  year  ago,  the 
ISth  day  of  Mcu^h,  IBM,  and  this  agreement  I  can  submit.  It  is  the  winter  con- 
tract. I  also  submit  the  spring  contract.  Yon  will  notice  the  arbitration  clanae 
there.  That  agreement  is  for  the  unloading  of  the  iron  ore,  stipulating  a  wage 
rate  for  the  hoist^rs,  engineers,  dock  firemen,  and  laborers  in  general  employed 
on  the  ore  docks— brakemen. 

Q.  In  cases  of  disputes  between  the  officers  of  your  locals  or  even  your  gangs  in 
respect  t«  wages  or  the  constmction  of  these  contracts  or  hours  ot  labor,  now 
do  yon  manage  to  make  settlement  of  them? — A.  Yon  will  notice  in  that  agree- 
ment, in  section  6  of  the  summer  scale,  it  says,  "It  is  understood  that  occasionally, 
when  any  unusual  work  arisee  in  isolated  cases  not  covered  by  this  agreement, 
the  men.  when  called  upon,  shall  perform  such  labor,  and  the  compensation 
therefor  shall  be  determined  and  adjnsted  between  the  representatives  oi  the  local 
organizatdons  and  the  dock  managers  or  owners,  and  in  the  event  of  any  disagree- 
ment, shall  be  arbitrated  as  hereinafter  provided  for  the  arbitratioD  of  mfferences. 
controversies,  or  grievances." 

Section  7  says:  "All  itemsnotmentioiiedin  this  contract  or  the  schedules  hereto. 

attached  shall  beperfori"""  — '  "" '"  -■--"•- '-  •—■ •-  ' *~ 

this  agreement  in  accor 
the  respective  docks." 

Q.  So  that  in  case  of  a  disagreement  a 
your  men  go  to  work? — A.  Our  men  go  to 
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Q.  And  it  is  nltimatelT  settled  b;r  arbitratioii  between  the  dock  managers? — A. 
Not  ezaotljarbitration.bnt  by  conciliatory  methods.  It  is  simply  by  the  foreman 
of  the  gang  and  the  general  snperint«ndent. 

(j.  Committee  arrangement?— A.  By  committee  arrangement.  Bnt  we  have 
this  arbitration  clanse  m  here;  I  will  read  it  to  yon.    This  is  section  8. 

(Reading:)  "  In  the  event  of  any  controversy  arising  between  the  men  or  local 
organizations  and  the  dock  managers  or  owners,  or  in  the  event  any  of  the  men 
or  local  organizationH  have  any  grievances,  the  men  shall  continue  to  work,  and 


any  and  allsnch  controversies  and  grievances  shall  be  settled,  if  possible,  by  the 
representative  of  the  local  organization  and  the  representative  of  the  dock  maa- 
A^BTB  or  ownei-s." 

That  is  the  first  method  that  is  pnrsned,  and  it  has  been  snccesafnl. 

(Reading:)  "  If  SDch  controversies  and  gievances  can  not  be  so  settled,  then 
they  shall  be  arbitrated  by  choosing  a  third  disinterested  man  upon  whom 
the  representative  of  the  local  organiEation  and  the  dock  managers  shall  agree, 
and  the  decision  of  any  two  shall  be  final.  If  the  representative  of  the  local 
organizationand  the  representative  of  the  dock  managers  or  owners  cannot  agree 
npon  a  third  man,  then  each  side  shall  choose  a  disinterested  man.  and  the  two 
disinterested  men  thus  chosen  to  choose  a  third  disinterested  man,  and  said  three 
men  shall  constitnte  a  board  of  arbitration,  and  the  decision  of  a  majority  of  said 
three  shall  be  final  and  all  parties  shall  abide  thereby." 

<).  What  has  been  the  practical  effect  of  that  mle?— A.  The  practical  effect  of 
that  has  been  the  means  of  keeping  the  men  at  work.  We  have  not  had  to  resort 
to  the  arbitration  clanse — only  once  actually  have  we  had  to  resort  to  the  arbi- 
tration clanae. 

Q.  Yon  have  been  able  to  settle  it  by  a  committee? — A.  Throngh  a  committee, 
by  conciliatory  methods, 

Q.  '^  a  committee  of  parties  directl][  interested? — A.  Yes. 

Q.  Then  does  that  acconnt  for  the  infreqnency  of  strikes  of  late  years? — A. 
That  is  the  reason  that  there  have  been  so  few  strikes  on  the  lakes. 

Q.  If  that  agreement  was  carried  ont  in  good  faith  bv  both  parties,  wonld  there 
he  any  opportunity  for  strike? — A.  No;  and  it  would  be  the  solution  of  labor 
troubles. 

Q.  Is  it  satisfactory  to  both  parties  now  or  have  yon  some  tronble  in  getting 
the  agreement  annually? — A.  No;  Idonotthink  we  have  any  trouble.  We  expect 
Wednesday  to  meet  with  the  lake  carriers  and  secure  a  renewal  of  the  grain  con- 
tract in  Buffalo,  and  Thursday  with  the  Lamber  Carriers'  Association,  which 
has  just  been  newly  organized.  They  control  the  loading  and  unloading  of  lum- 
br  on  the  Great  Lakes.  They  meet  Thursday  in  Detroit.  We  expect  to  have  a 
conference  with  them  which  will  bring  about  good  results.  We  expect  next 
March  to  meet  with  the  dock  managers  and  secnre  a  renewal  of  our  agreement. 
I  do  not  believe  there  is  anv  intention  on  the  part  of  the  dock  managers  to  break 
away,  hut  they  rather  prefer  to  do  business  with  our  organization  than  to  do 
business  nnder  the  old  system.  We  expect  to  meet  with  the  different  freight 
dock  managers  dnring  the  spring  and  m^e  individnal  agreements.  We  have 
done  that  in  certain  points  for  package  freight. 

Q.  In  cases  of  attempts  to  break  those  aCTeements  and  also  troubles  that  occmr 
in  your  business,  do  the  dock  managers  and  owners  and  other  parties  in  interest 
there  quite  freely  receive  your  complaints  and  listen  to  them  and  enter  into 
negotiations? — A.  Yes. 

Q.  For  the  settlement  of  them? — A.  Always  willing  to  meet  a  committee  of  oar 
or^nization  when  there  is  anything  that  the  men  think  that  is  wrong. 

Q.  Have  you  xtractical  control  of  the  Tarions  lines  on  the  lake — of  the  loading 
and  unloading? — A.  Yes. 

Q.  Of  all  of  them?— A.  Well,  of  all  the  unloading,  I  may  say — of  all  the  unload- 
ing of  iron-ore  boats,  and  practically  of  the  loading  and  unloading  of  lumber  and 
cedar,  and  of  the  loading  and  unloading  of  coal.  I  think  if  you  were  to  meet  any 
fair-minded  lake  interests  who  have  dealt  with  out  orgamzation,  they  will  teU 
you  they  wonld  rather  do  business  with  our  organization  than  under  the  old 
system,  oecause  they  get  a  quicker  dispatch.  I  have  lived  on  the  water  all  my 
life,  worked  on  the  water  most  all  of  my  time,  and  at  notimeon  the  chain  of  lakes 
have  boats  been  given  the  dispatch  that  they  have  the  last  season. 

Q.  Are  your  officers  able  to  furnish  men  immediately  at  call? — A.  Yes;  we 
have  had  no  complaints  in  that  regard,  with  a  single  exception — no  serious  com- 
plaints with  the  single  exception  of  one  particular  port,  or  two  ports,  rather,  and 
that  was  not  onr  »ult.     ft  was  late  tnis  fall, and  they  crowded  the  lumber. 
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branch  this  fall,  and  there  was  then  a  ruah  in  that  particnlar  market,  and  the 
Inmber  mehed  to  Cleveland,  and  at  one  time  it  was  impossible  to  take  care  of  it 
with  the  quick  dispatch  that  had  been  given.  That  was  about  the  time  of  the 
cloeinffof  navigation;  bnt  no  complaint  was  entered,  and  even  the  docks  conld 
not  take  care  of  it.  It  was  not  onr  men's  faolt,  exacUv.  becanse  it  was  the  fanlt 
of  the  increase  in  the  freight  rates  that  was  really  to  blame. 

Q.  In  previous  years  the  men  took  advantage  of  the  rise  in  freidits,  did  they 
not,  both  in  ore  and  lumber? — A.  Under  the  old  stevedore  system;  I  can  not  say 
that  they  have  nnder  onr  organization. 

Q.  Under  your  arrangement  there  seems  to  be  an  even  wa^  and  time  going 
through  the  whole  of  it,  so  that  with  a  change  of  freight  rates  on  the  lakes  really 
your  men  do  not  get  the  advantage  that  they  did  in  former  times  by  these  rapid 
rises? — A.  Yes,  the  men  did  get  it;  the  men  had  to  have  the  work  to  get  it  under 
the  uld-timestevedore  method.  The  marine  traffic  hassettled  more  of  late.  Now, 
last  year  that  was  a  little  on  boom  times,  and  we  got  a  voluntw^  increase,  as  yon 
eeo  by  the  agreement,  which  was  a  very  desirable  change;  and  that  was  the  means 
of  bringing  atmnt  a  closer  relation  between  our  organization  and  the  dock  mana- 
gers, and  tne  dispatch  has  been  everything  that  coold  be  desired.  Under  the  old 
stevedore  system,  of  course,  the  advantage  is  taken  of  doing  business  with 
responsible  parties.  Of  course  we  might  not  be  considered  resjMtnsible  on  account 
of  the  financial  part  of  it,  but  we  try  to  be  responsible  by  domg  good  work  so  as 
to  bring  about  a  cloeer  alliance  between  out  employers  and  ourselves.  We  want 
the  pleasant  features  to  continue. 

Q.  Do  yon  think  yon  are  now  sufficiently  organized  so  that  as  a  unit  yon  could 
contract,  be  a  party  to  a  contract  for  doing  the  work  in  any  ports  on  the  lakes? — 
A.  Yes;  if  the  lake  carriers,  or  lumber  carriei^,  or  dock  managers  were  desirous 
of  entering  into  a  contract  with  us  to  do  any  work  in  every  port  on  the  chain  of 
lakes,  I  believe  we  are  strong  enough  to  do  the  work  and  give  it  proper  dispateh. 

Q.  Now,  out  of  all  tboseengaged  in  this  longshoremen's  work  on  the  lakes,  what 
proportion  does  yonr  organization  hold  in  numberB?— A.  On  the  Great  Lakes? 

Q.  Yes,  on  the  whole  lakee?~A.  Somewheres  from  ^,000  to  2S,0OD.  I  believe 
B5,000  men  is  a  conservative  estimate. 

Q.  That  is  your  membership? — A.  Yes. 

Q.  Now.  how  many  are  engaged  altogether,  nonanion  men,  of  conree,  and 
everything  included? — A.  I  believe  that  we  have  all  the  men  on  the  lakes  with 
the  exception  of  about  1,200  or  1,500.  I  do  not  believe  there  are  1,500  men  on  the 
Great  Lakes  that  are  nonunion  men  and  not  members  of  our  qiyanization;  and 
that  1,S00  is  in  the  ports  of  Chic^o,  Milwaukee,  and  BnCfalo.  We  have  the  men 
in  Buffalo  to  do  the  work,  but  through  a  factional  fight  in  the  stevedores,  the 
system  has  become  so  objectionable  that  our  men  refuse  to  work  under  the  pres- 
ent conditions.  We  have  the  men  to  do  that  work,  men  who  have  done  that 
work  but  who  are  not  working  at  it  now.  In  the  iwrt  of  Chicago — thitt  is,  in  the 
package-freight  end,  and  some  of  the  freight  handlers  in  Milwaukee — we  have 
not  got  them — and  Home  in  Duluth.  Outside  of  that  I  do  not  think  that  there  are 
1,500  nonunion  men  working  on  the  Great  Lakes  to-day — 1.500  men  who  are  not 
in  the  employ  of  the  organization.     There  may  be,  but  I  do  not  think  there  are. 

Q.  Do  you  think  it  wonld  be  an  advantage  to  ^our  organization  and  to  the 
workingmen  themselves  were  they  to  make  a  direct  contract  with  the  ship- 
owners?—A.  Yes;  I  do  think  it  wonld  be  far  better  for  them.  The  system  nnder 
which  we  have  been  working  has  the  business  idea  of  giving  dispatoh  to  both. 
With  the  raUways  running  parallel  along  the  shores  of  the  Great  Lakes,  it  is  hard 
competition  for  the  boats.  In  some  instances  where  freight  mtes  increase,  the 
railways  get  the  work.  Our  men  are  learning  that  it  is  necessary  for  them  not 
to  attempt  to  boost  their  wage  rate  oat  of  proportion  or  they  will  drive  the  traffic 
to  the  railways.  They  are  fast  learning,  and  therefore  they  are  desirous  of  keep- 
ing work  on  the  lakes  and  giving  the  boats  the  dispatoh  that  is  essential.  In 
these  days  it  is  necessary  to  nave  quick  dispatoh  both  in  loading  and  unloading 
boats,  and  our  men  realize  it  and  are  getting  more  interested  and  more  educated 
along  marine  lines  than  they  were  nnder  the  old  system.  Under  the  old  system 
they  were  not  interested  parties.  To-day  they  are  interested.  They  are  practi- 
cally all  contractors.  They  are  individually  very  enlightened  men  to-day,  and 
every  man  who  works  at  onr  bnsiness  is  individually  interested  in  the  unloading 
and  lining  of  the  boats  on  the  Great  Lakes,  both  in  the  question  of  dispatch 
and  freight  rates,  because  freight  rates  regulate  our  wage  rate  to  a  very  large 
extent. 

Q.  Instead  of  a  hard  and  fast  agreement  as  to  rates,  either  your  summer  or  your 
winter  scales,  have  yon  ever  taken  into  account  a  sliding  scale,  so  that  you  could 
get  near  a  partnership  in  freights  rising  and  falling?— A.  In  one  of  onr  confer- 
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fn(-oH  there  wati  aometbing  like  that  talked  of.  It  is  being  talked  of  uow  by  the 
lumber  carriere.  They  meet  this  week,  and  that  ie  one  of  the  important  tainge 
that  thev  are  Koing  to  diecaae,  the  qaeation  of  a  sliding  wage  scale.  I  believe  we 
ahoald  be  only  too  willing  to  meet  them  and  discoaa  the  matter  of  a  sliding 
wage  scale  to  be  in  conformity  with  the  sliding  freight  rate.  We  have  bad  some 
discnsBion  of  that  prior  tu  this,  several  years  ago.  and  I  well  remember  in  one 
instance  where  the  men  voluntarily  decreased  theii  wage  rate  a  shilling  a  tboosand. 
I  will  snbmit  this  c&rd  to  yon.  [Witness  ^odnces  card.]  That  is  the  system 
under  which  we  work  in  the  loading  ports.  This  is  something  we  are  trying  to 
brin^  abont  with  the  lake  carriers  and  the  lomber  carriers,  a  nnifonn  wage  Taf«, 
a  uniform  wage  scale  for  the  unloading  of  boats.  Now,  yon  see  the  conditions 
which  exist  in  the  ore  unloading  ports.  Here  we  have  that  agreement  becaose  it  is 
a  uniform  rate.  One  dock  managerianotiuBhaij>comp6tition  with  another  dock 
manager,  because  the  wage  rate  now  is  the  same  m  all  the  Lake  Erie  poitis.  litis 
wage  scale  was  brought  about  last  July  and  took  eSect  the  1st  of  August.  Now, 
this  scale  of  unloading  lumber  was  brought  about  through  oonferences  withindi- 
vidaal  lumber  carriers,  and  what  thev  were  deairons  of  having  was  a  uniform 
scale  of  unloading  in  each  of  the  nnloading  ports,  so  that  when  they  load  they 
know  what  they  l^ve  to  pay  in  the  unloading  ports.  Part  of  their  profits  went 
for  loading  and  part  for  unloading,  and  asonr  organization  has  become  an  impor- 
tant factor  in  the  loading  and  unloading  on  the  Great  Lakes,  so  the  lumber  car- 
riers and  other  gentlemen  have  been  desirous  of  getting  more  closely  in  touch' 
with  uH  as  a  business  organization,  and  the  lumber  carriers  meet  Thursday,  and 
that  is  one  of  the  matters  which  will  be  discnssed,  a  sliding  wage  scale  in  con- 
formity with  the  freight  rate;  in  other  words,  that  the  freight  rate  shall  regulate 
the  wage  rate. 

Q.  I  see  that  yon  have  in  your  rales  and  regulations  here  a  positive  rule  for  all 
classes  of  your  workers,  saying.  "  It  is  distinctly  understood  that  the  men  shall 
continue  to  work  under  all  circumstances  pendmg  arbitration."  Has  that  rule 
been  nniveraally  carried  out? — A.  Yes.  with  the  exception  of  one  case.    In  the 

Sring  of  the  year  the  men  were  not  thoroughly  acquainted  with  every  section  of 
fl  agreement.  It  was  our  first  complete  agreement  that  we  had  which  corered 
many  ports.  Now.  in  this  ^^'^d'ent  probably  10,000  men  were  interested,  and 
probably  more.  We  got  out  the  proceedings  in  book  form  there,  which  is  not 
very  lengthy,  and  we  distributed  probably  25  coniee  to  each  branch.  We  saw 
that  the  men  could  not  become  educated  to  every  detail  of  the  contract.  This  fall 
we  had  10,000  copies  printed~6,000  in  English  and  3,000  in  Oerman  or  Slavonian. 
Of  course  the  Italians  we  organize  in  separate  branches,  and  we  send  them  copies 
in  English  and  then  they  get  them  translated  and  printed  in  their  own  language. 
In  that  way  we  have  managed  to  place  a  copy  of  this  agreement  in  every  man's 
bands,  so  be  could  become  acquainted  with  it.  Last  spring  our  men  had  a  little 
misunderstanding  in  Conneaut,  and  the  manager  and  superintendent  wired  me 
the  particulars  and  I  went  there,  and  the  boats  were  stopped  at  my  request,  the 
superintendent  ^^eeing  to  it.  He  did  it  very  pleasantly.  He  wanted  to  extend 
the  apeement.  We  went  to  the  hall,  and  every  condition  in  the  agreement  was 
explained  to  the  men,  and  after  that  the  men  never  stopped  work.  The  superin- 
tendent said.  "Iwantyoutocontinue  to  work  under  extraordinary  arrangements, 
under  some  arrangement  even  that  is  not  covered  by  the  ^reement.  the  men  to 
continue  to  work,  and  it  is  to  be  left  to  the  international  officers  to  settle."  And 
there  was  a  question  of  overtime  which  was  settled  in  five  minntes  after  I  struck 
the  port — five  minntes,  rather,  after  I  got  into  conversation  with  the  general 
superintendfnt — a  question  of  $400,  and  that  was  immediately  ordered  paid. 
There  was  only  one  case  after  that  where  the  men  did  not  conform  to  that,  and 
that  was  in  the  city  of  Cleveland.  I  believe  that  was  in  either  August  or 
September. 

Q.  <By  Hr.  Litcuhak.)  Do  you  find  this  agreement  satinfactory  to  the  dock 
managers? — A.  Oh,  yes;  the  dock  managers  were  a  party  to  it;  they  proposed 
those  things. 

(j.  What  I  mean  by  asking  the  question  is,  do  you  find  that  the  resnlt  of  the 
agreement  is  satisfactory  to  them? — A.  Oh,  yes;  very  well  aatisfied;  if  they  had 
not  been,  they  would  not  have  entered  into  tnis  fall  agreement. 

Q.  3a  far  it  has  resulted  in  bringing  about  more  pleasant  relations  between 
employer  and  employed? — A.  In  every  way;  oh,  yes. 

We  have  never  nad  to  resort  to  the  arbitration  clause,  only  in  one  case;  it  has 
been  done  by  conciliatory  methods.  The  very  fact  that  this  (wreement  is  entered 
into  between  the  men  and  the  companies  ana  the  pleasant  relations  that  exist — 
from  that  fact  there  has  never  t>een  any  occasion  to  resort  to  any  arbitration  at 
all,  only  in  one  instance.    Perfect  harmony  and  the  very  beet  of  friendship  exist 
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between  the  employers  and  employeee.    I  believe  these  agreementB  are  tha  soln- 
tion  of  the  labor  qnMtion. 


3.  Have  your  men  in  the  longshoremen'a  unioiiB  become  ednt^ted  bo  that  they 
ize  that  fact  themselveB"  ■"■"  " — '' 

Q.  And  they  give  loyal  -  -  ^ 

aeeociation? — A.  Yea.    You  must  T^member  that  the  conditions  on  the  Qre^t 


^e  that  fact  themBelveBT—A.  Yea,  yea;  they  do. 

(J.  And  they  give  loyal  obedieuce  to  the  directionH  as  interpreted  by  yctir 
aeeociation? — A.  Yea.  You  must  T^member  that  the  conditions  on  the  Qr^  * 
Lakes  have  in  the  past  been  so  bad  under  the  old  stevedore  boeaism  that  the  n 
who  had  gone  all  tnrongh  that  were  not  men;  they  were  brutalized;  tbt  y  wer<' 
forced  to  nae  their  muscle;  and  it  was  either  a  question  of  stand  up  and  fight  or 
your  rights  or  else  be  kicked  off  the  docka  and  be  kicked  to  pieces  in  many  cas  s: 
and  many  of  our  men  were  forced  to  become  brut«8.  In  fact,  the  wiping  ont  of 
the  st«vedore  ayatem  was  done  by  bmte  force,  by  ph;rBicat  force.  But  as  the 
organization  haa  grown,  and  aa  it  is  going  on,  and  getting  in  closer  touch  with 
the  employers,  our  brains  have  taken  hold  instead  of  muscle,  and  the  conterra- 
tive  man,  the  man  who  had  some  business  ideas,  has  been  forced  to  the  front; 
and  they  are  the  men  who  are  leaders  of  our  organization  to-day. 

S.  Has  your  organization,  so  far  as  it«  ioflnence  predontinat«s,  eliminated  this 
of  which  you  complain? — A.  Yes. 

Q.  The  saloon  evil? — A.  Yes;  it  is  wiped  ont  now.  The  only  places  where  it 
eziats  to^y  are  at  Buffalo,  Chicago,  and  Milwaukee. 

.  Q.  And  those  are  the  3  places  where  your  organization  is  weak? — A.  The  only  3 
places  that— I  will  not  say  weak.  In  Bnffalo  we  have  got  a  hard  fight.  We  have 
not  yet  put  up  any  fight  in  Milwankee  or  Chicago,  nor  do  we  want  to  put  np  any 
fight.  We  would  rather  uae.  and  have  always  preferred,  conciliatory  methods 
instead  of  physical  force.  The  men  who  have  charge  of  our  organization  to-day 
are  conservative;  are  men  who  have  worked  almost  all  their  lives  upon  the  docka, 
and  they  are  men  who  have  aome  bnsineaa  ideas  and  do  not  want  to  see  strife  on 
the  docKs.  because  it  hurts  ns  in  other  ports.  Suppose  we  had  men  in  charge  of 
our  organizaldon  to-day  who  would  go  to  a  port  and  inaugnrate  a  strike,  what 
wonld  it  mean?  It  would  mean  suaeiing.  Suppose  it  wonld  be  an  unloading 
port,  the  men  in  the  loading  port  would  suFer.  It  would  spread  and  be  themenns 
of  hurting  us  in  other  porte.  So  we  aim,  where  these  unpleasant  features  exist, 
to  ti7  and  bring  about  better  conditione  along  conciliatory  lines,  meeting  with  the 
employers. 

Q.  And  your  action  in  this  respect  meets  the  hearty  cooperation  of  the  employ- 
era? — A.  Yes;  we  are,  as  yon  aay,  weak  in  a  great  many  ports,  but  instead  of 
resorting  to  strikes  we  have  resorted  to  the  method  of  meeting  with  the  employers, 
explaining  it  to  them,  and  got  them  interested,  and  to-day  the  present  omcers  of 
oar  organization  have  never  yet  ordered  a  atrike  in  any  port.  We  have  always 
prevented  it,  if  possible.     We  never  sanctioned  a  strike  on  the  lakea  yet. 

Q.  (By  Mr.  Farquhak.)  Previous  to  your  nnions  having  jurisdiction  over  this 
cl^  of  labor  on  the  lakes  there,  bow  many  strikes  would  occur  in  a  week  during 
the  running  season  in  a  ■port  like  Buffalo  or  Cleveland  or  Toledo  or  Milwaukee? — 
A.  There  would  be,  most  likely,  a  strike  every  day. 

Q.  Would  there  he  more  tlum  1  strike  a  day? — A.  In  the  large  cities? 

Q.  Yes;  take  it  in  lumber,  coal,  ore,  and  everything,  wonld  you  average  a  strike 
a  day  at  those  ports? — A.  I  wonld  not  mention  Buff^o  alone,  but  I  mean  at  all 
the  ports.  In  all  the  ports— and  I  have  visited  almost  every  port  on  the  lakes- 
it  waa  a  common  thing  to  aee  boate  tied  np  in  most  every  port  always,  most  every 
day.  In  the  competition  between  the  stevedores  the  fellow  that  had  the  best 
figntera  back  of  him  was  the  fellow  that  was  trying  to  have  a  monopoly,  and  it 
was  a  fist  fight  moat  every  day. 

Q.  So  that  your  organization  coming  in  now  has  been  a  complete  revolution  in 
that  branch?— A.  Yes;  I  can  honestly  say  that  onr  organisation  has  been  a  com- 
plete revolution  in  the  conditions  that  existed  on  the  chain  of  l^es  for  a  great 
many  years.  Instead  of  the  drunken,  poor,  dissipated  fellow  that  nsed  to  work 
on  the  docks,  to-day  the  good,  sober  man  is  prominent.  We  have  many  places 
where  they  own  their  ovm  homes  and  have  built  their  own  meeting  halls  and 
have  temperance  societies.  There  is  one  place  in  Ohio  where  there  are  Finns  who 
have  organized  a  temperance  society,  built  a  hall,  and  turned  around  and  gave  a 
deed  of  the  hall  to  the  organization.  At  another  port  where  a  lot  of  our  men 
work  for  M.  A.  Hanna  &  Co.,  our  men  have  built  a  hall,  paid  the  cash  for  it. 
Three  hundred  members  assessed  themselves  flO  apiece  and  paid  the  cash  for  the 
lot  and  built  the  hall,  and  finished  it  off  in  Southern  pine,  and  have  got  a  nice 
hall,  and  there  they  meet  and  have  entertainments.  I  was  there  at  two  of  them 
in  Iioraine,Ohio,  this  fall,  and  I  know  of  one  instance  where  our  men  got  together, 
had  a  banquet,  and  invited  all  the  leading  business  men,  the  mayor  of  the  city, 
their  employ  '      '  '  ■.,.,.,      t    ,  ,  ., 

enjoyed  tl 


s.  t.  lindenbbrqeb: — ticket  bbokebaqe.  31? 

(^.  (B^  Hr.  LiTCHMAN.)  The  closed  seaeon  corers  about  4  month'',  when  navi- 
^tion  IS  closed  od  the  lakes,  does  it  not? — A.  Sometimes  more.  Qenerafly 
December.  J»aa&ry,  Febm&ry,  and  Ifarch,  those  4  months.  Sometimee  it  wiU 
cloee  the  middle  of  November,  and  sometimee  not  open  until  Hay,  but,  as  a  role, 
4  months. 

Q.  Now,  have  you  any  means  of  knowing  what  employment  yonr  men  seek 
during  those  months? — A.  This  winter  we  Have  jnet  got  an  agreement  covering 
the  iron -ore  ports  whereby  about  10,000  of  onr  members  will  be  kept  at  work  this 
winter  in  the  upper  ports  on  the  lakes — that  is,  in  Minnesota,  Wisconsin,  and 
npper  Michigan  porta.  Man^  of  onr  men  ko  to  the  woods  and  work  In  ^tting 
out  the  logs,  gettmg  out  the  timber,  ready  lor  the  spring.  But  in  the  cities  onr 
men  have  become  accustomed  to  save  during  the  summer  season,  and  in  some 
instances  they  buy  in  quantities,  buy  at  wholesale  for  the  winter,  bny  provisiona 
at  wholesale,  so  many  tons  of  coal,  so  manjr  barrels  of  flour,  and  in  tne  winter 
they  do  not  do  anything;  they  earn  good  wages,  and  they  earn  enough  to  rest 
daring  the  wint^rmontha.  Andthen,  too.  agood  many  of  our  members  are  mter- 
ested  in  their  homes.  In  the  snnimer  they  are  kejit  very  busily  employed,  and 
there  is  not  much  opportunity  to  look  after  their  homes.  So  they  see  about  their 
homes  and  look  after  their  children  getting  an  education.  I  know  of  many 
instances  where  our  men  have  their  children  taking  music  lessons  and  have  pianos. 
Twenty  years  ago  there  were  not  20  per  cent  of  our  men  that  had  children  taking 
music  .essons,  and  I  do  not  believe  there  were  10  per  cent  that  cared  whether 
their  children  went  to  school  or  not;  and  10  years  ago  there  were  not  20  per  cent 
married,  and  now  90  per  cent  are  married  and  are  raisins  families. 

Q.  (By  Mr.  A.L.Hakrib.)  Does  this  condition  obtain  all  over  the  territo;^  cov- 
ered by  your  organization? — A.  These  conditions  obtain  all  over  the  Qreat  Lakes. 
These  conditions  that  existed  on  the  Great  Lakes  never  existed  in  the  coast  ports 
to  snch  a  great  extent.  There  are,  of  course,  ports  on  the  coast  where  the  same 
conditions  prevail  to  a  smaller  extent.  But  we  have  not  been  able  to  give  the 
time  to  coast  porta  that  we  have  to  the  lake  ports.    Where  we  have  been  appealed 

Q.  (By  Mr.  Farquhar.}  What  is  the  average  attendiince  of  members  at  your 
local  meetings?  How  frequent  are  the  meetings— monthly  or  weekly?— A.  It  is 
according  to  the  location — according  to  the  method  of  work.  In  the  summer 
seasoif  about  twice  a  month.  Some  of  them  meet  weekly — that  is,  in  the  summer 
months.  In  the  winter  season  in  the  ports  on  the  upper  lakes  they  do  not  meet 
at  all.  There  is  no  idea  of  meeting  for  simply  creating  trouble.  If  they  do  meet, 
it  is  for  discussing  the  wage  scale  and  trying  to  remedy  defects  that  exist. 

Q.  Where  yon  have  no  halls,  have  you  any  meeting  rooms  and  committee  rooms 
where  they  can  meet?- A.  We  always  own  halls,  or  rent  halla  if  we  do  not  own 

Q.  So  you  always  have  a  local  habitation,  as  it  were,  for  yonr  members?— A. 
Yes;  about  60  per  cent  of  them.  In  some  localities  the  men  are  compelled  to 
attend  their  meetings  regularly,  and  that  is  one  of  the  rules  tliat  is  carried  out 
and  enforced. 

(Testimony  closed.) 


Washington,  D.  C,  January  IS,  1901. 
TESTIMONY  OF  KL  7.  T.  LnrSSHBEROEB. 

Chairman  of  the  committee  on    hostile  legislation,  American  Ticket  Brokers' 
Astociatwn. 

The  commission  met  at  10.57  a.m.,  Vice-Chairman  Phillips  presiding.  Where- 
upon Mr.  F.  T.  Lindenberger,  chairman  of  the  committee  on  hostile  legislation 
of  the  American  Ticket  Brokers'  Association,  Detroit,  Mich. ,  was  introduced  as  a 
witness,  and,  being  duly  sworn,  testified  as  follows: 

Q.  (By  Mr.  Kkknedv,}  Will  you  please  give  your  name  and  poat-offlce  ad- 
dress?-A.  F.  T.  Lindenberger,  Detroit,  Mich. 

Q.  State  your  bosinesB.- A.  Ticket  broker. 

Q,  Are  you  connected  with  any  organization  of  ticket  brokers? — A.  American 
TicKet  Brokers'  Association. 

Q.  Have  yon  official  connection  with  that  body?— A.  My  title  is  cbalnnan  of 
the  committee  on  hostile  legislation. 

Q.  How  large  a  laembersnip  has  that  organization? — A.  I  think  abottt-^CU  1.. 
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Q.  Are  the  objects  of  the  associatioii  stated  in  yonr  testimony,  as  prepared? — 
A.  Yea. 

Q.  Yoa  have  a  prepared  statement? — A.  Yea. 

Q.  Would  yon  prefer  to  make  yonr  stAtemeDt  nninteirnptedly  and  answer 
questions  afterwards,  or  answer  qnestions  as  yon  got — A.  I  wonld  prefer  to  be 
allowed  to  go  through  with  the  testimony,  and  then  shall  be  glad  to  answer  any 
question  any  member  of  the  commission  may  desire  to  ask. 

Mr.  Kennedy.  Yon  may  proceed,  then,  with  yonr  statement. 

The  Witness.  Mr.  Chairman  and  g«nUemen:  I  have  tried  to  follow  as  nearly 
as  possible  the  topical  planof  the  inquiry  as  outlined  by  tbecommission,  and  then 
to  afterwards  answer  the  charges  against  the  business  of  brokerage  that  have  been 
made  by  those  who  have  testified  before.  Your  plan  of  inquiry  as  to  ticket 
brokerage  covers  the  following  heads:  <1]  In  what  the  practice  consists;  (3)  mile- 
age books  and  excursipn  tickets;  {3}  number  of  people  engaged  in  the  bnsineesi 
(4)  by  whom  carried  on;  (5)  effect  on  passengertravel.interstateand  intrastate; 
{«)  to  what  extent  it  is  encouraged  by  railroada  and  f or  what  purpose;  (7)  laws 
prohibiting  it;  what  States  have  enacted  such  laws;  (8)  Argnments  for  and 
against  each  practice. 

The  first  question  therefore  is: 

[N  WHAT  THE  PRACTICE  OF  TICKET  BROKERAOE  CONSISTS. 

I  reply,  in  the  buying  from  the  agents  of  railways  and  from  passengers  of  passa^ 
tickew  and  selling  the  same  to  travelers  at  a  less  price  than  the  published  tanff 

MILEAGE  BOOKS  AND  EXCURSION  TICKETS. 

Ticket  brokers  deal  largely  in  mileage  books,  which  are  nsnally  purchased  by 
the  broker  direct  from  the  various  companies  and  are  sold  to  patrons  who  have 
Qse  for  a  less'qnantity  of  mileage  than  is  contained  in  a  full  book.  The  broker  is 
enabled  to  do  this  by  a  rebate  Bystem,  the  passenger  paying  for  the  full  valne  of 
the  book  and  receiving  a  rebate  order  on  some  correspondent  of  the  broker  in  the 
ci^for  which  he  is  bound. 

Where  the  customer  is  known  to  the  broker  it  is  a  very  common  practice  to 
allow  him  to  return  the  book  by  mail. 

In  the  New  England  States  and  in  New  York  Stat«  books  are  good  in  the  hands 
of  the  bearer,  and  on  a  luTge  number  of  roads  in  various  parts  of  the  country  the 
same  mie  prevails,  notwithstanding  the  fact  that  persons  buying  these  books  are 
compelled  to  sign  an  alleged  contract  containing  restrictions  as  to  personal  use 
and  providine  for  the  conHscation  of  the  book  by  the  conductor  should  the  book 
be  used  by  other  than  the  original  purchaser. 

The  following  letter  from  the  general  passenger  agent  of  the  Lehigh  Valley 
Railway  will  be  interesting  in  this  connection  [reading] ; 

[-'  Lchlgli  Valley  B&llnMd  Compuiy.  HaTemerer  Building,  38  CortUadt  >tteet.J 

"  New  York,  October  SI,  ISOO. 
"Mr.  Thomas  R.  Orbeh,  Woodmont,  Conn. 

"  Dear  Sir;  I  have  yours  of  SOtb  regarding  the  loss  of  your  mileage  book  No. 
7S240  and  regret  to  state  that  owing  to  the  manner  in  which  these  books  are 
issued,  viz,  fcood  in  the  hands  of  the  holder,  our  auditing  department  has  been 
obliged  to  discontinue  the  bulletining  of  same  as  per  circular  attached. 
■'  Yours,  truly, 

"  Chas.  S.  Lee,  Gfiurai  Putgenger  Agent." 

I  have  here  a  cover  of  a  milea^  book  of  Lehigh  Valley  isnue.  under  date  of  June 
11, 19(H),  which  contains  the  ordinary  so-called  contract,  with  all  the  restrictions, 
etc.,  and  while  the  contract  states  that  the  book  is  not  transferable  and  will  be 
taken  up  by  the  conductorif  presented  by  a  person  other  than  the  pnrchaser,  this 
letter  is  proof  positive  that  it  is  not  BO.  In  some  of  the  States,  notably  New  York 
State,  the  law  requires  that  mileage  shall  be  good  in  the  hands  of  the  holder. 

a.  (By  Mr.  Phillips.)  Is  not  that  a  just  and  equitable  law? — A.  I  believe  so; 
png  from  a  ticket  broker's  standpoint.    In  certain  sections  what  are  known 
as  interchangeable  mileage  books  are  ezclnsively  sold.    I  have  here  a  specimen 
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n  which 

to  pay  180  far  Uie  book,  andahonid  hunseallof  the  1,000  miloa  on  any  o: 
of  the  37  roadfl.  he  ia  entitled  to  a  refnnd  of  $10  on  return  of  the  cover.  In  issu- 
ing this  book  the  railroads  have  reverBed  the  nsual  caetom  of  the  ticket  broker. 
The  broker  handles  the  book  on  a  given  road  for  the  use  of  two  or  more  men, 
while  this  interchangeable  boob  is  good  for  the  use  of  one  man  over  37  roods. 

I  bellevtj  the  issue  of  this  book  is  a  very  groat  discrimination,  inasmuch  as  it 
permita  the  holder  to  obtain  a  2  cent  per  mile  rate  over  a  given  distance  on  a  cer- 
tain road,  while  another  person  for  tne  same  service  mast  pay  B  cents  per  mile. 
The  passenger  who  profits  by  the  3-cent  rate  is  not  compelled  by  the  terms  of  the 
interchangeable  book  to  again  patronize  the  road  in  question,  but  can  use  the 
balance  of  his  mileage  on  any  competing  line  or  lines. 

Q.  Does  that  cause  great  annoyance  to  the  passenger?— -A.  It  may  not  Bound 
right  for  a  ticket  broker  to  find  fault;  the  ttook  is  objectionable,  from  a  business 
standpoint,  to  the  ticket  broker. 

Q.  Well,  is  it  nut  from  the  ^nhlic  standpoint? — A,  It  is  an  inconvenience  to  the 
nublic;  nearly  all  ^velers  object  to  it,  object  to  the  amount  ot  money  which  they 
nave  to  invest. 

Because  of  the  amount  of  money  involved  in  the  handling  of  this  interchange- 
able book  many  traveling  men  arrange  with  a  ticket  broker  to  advance  the  neces- 
sary money  and  carry  the  book  for  him.  I  know  of  brokers  who  thus  act  as 
banker  and  broker  for  traveling  men  in  the  handling  of  this  special  character  of 
transportation,  some  carrying  as  high  as  3O0  books  for  these  special  customers. 

The  traveling  man  is  obliged  to  invest  (30  when  he  gets  his  oook;  he  can't  cash 
his  book  cover  and  recover  his  eitra  $10  investment  until  the  mileage  strips  col- 
lected by  the  various  conductors  have  gone  into  the  auditing  department,  and  if 
be  wants  to  travel  farther  he  must  invest  another  (30.  I  have  heard  traveling 
men  say  that  they  have  been  obliged  to  carry  two  or  three  covers  in  which  they 
had  that  investment  of  $10  each  before  they  could  get  returns  from  the  mileage 
bureaus. 

RICDRSION  TICKRTS. 

Excursion  tickets  provide  a  source  of  bueinesa  to  the  broker.  Not  only  does  be 
purchase  from  travelers  the  return  portions  of  excursion  tickets,  but  through  his 
correspondents  in  other  cities  to  which  an  excurfdon  may  go  or  an  ezcursian  may 
come,  both  the  going  and  return  portions  are  used  by  the  broker  and  hiscustomers. 

Advance  information  in  re^rard  to  these  excursions  is  frequently  supplied 
brokers  by  lines  interested,  and  through  correspondence  arrangements  are  com- 
pleted by  the  brokers  to  handle  the  stock. 

RATE-WAB  TICKETS. 

A  very  common  method  adopted  by  brokers  to  cut  rates  is  the  use  of  war-rate 
tickets  when  competing  lines  grow  belligerent.  I  recall  a  war  between  the  two 
great  Canadian  lines  that  raged  for  8  months  during  the  year  18ue.  One-way 
tickets  were  sold  at  about  one-half  the  nsnal  rate  and  ronnd-tnp  tickets  af  a  cor- 
responding reduction.  Outside  of  Canadian  territory  regular  tariff  rates  were 
charged.  The  fare  between  Detroit  and  Windsor  is  but  10  cents;  yet  when  a 
traveler  entered  a  regular  ticket  office  in  Detroit  and  purchased  a  ticket  to 
Toronto  he  was  charged  $6.00.  Across  the  river  the  price  was  $3.30.  In  Detroit 
the  fare  to  Montreal  was  $15,  in  Windsor  $7.  In  Detroit  the  company  charged 
$8.75  to  Niagara  Falls,  while  all  that  was  asked  by  the  agent  of  the  same  com- 
pany in  Windsor  was  $3.35. 

I  have  here  a  specimen  of  the  tickets  sold  at  that  time  that  I  just  happened  to 
find  among  my  ticket  stock.  It  is  a  ticket  between  Windsor  and  Niagara  Falls 
which  sola  for  $3.35  in  Windsor;  in  Detroit  it  was  $6.T5,  and  the  fare  across  the 
river  10  cents. 

As  is  usnal  in  such  caaee  with  ticket  brokers,  the  brokers  of  Detroit  sent  out  at 
that  time,  to  their  western  correspondents,  fnmiidiing-rate  sheets  giving  prices 
at  which  they  would  supply,  on  prepaid  orders,  various  tickets  to  Canadiaji  and 
eastern  points.    The  pnces  were  usually  an  advance  of  $1  over  the  war  rate. 

It  was  only  through  brokers  that  tnese  rates  could  be  obtained  within  the 
limits  of  the  United  States. 

The  agents  in  Detroit  were  absolutely  forbidden  to  give  any  information  to 
customers  ot  rates  across  the  river,  and  that  situation  continued  for  6  months. 
Instances  of  this  nature  could  be  multiplied  indefinitely. 


,C^(.Kwlc 


INDUSTRIAL   COMltlSSION:— TBAN8POKTATION. 


estublished,  and  the  old  established  lines  are  b'yinK  tu  prevent  them  from  getting 
a  foothold  in  the  bosiiiess,  and  have  opened  a  wax  rate. 

The  railway  fare  between  Boston  and  Providence  is  (1,  yet  the  through  rate  to 
New  York  charged  at  the  regular  officea  in  Boeton  is  |S,  an  exteBs  of  $1.25  above 
the  added  amoont  of  the  two  faree.  It  is  only  through  the  of&ces  of  brokers  that 
travelers  learn  of  thia  aitnatiun,  regalar  ugente  not  being  permitt^  to  volnnteer 
information. 

FCaNISHINO-BATE  BHEBT8. 

A  common  practice  with  brokers  favorably  Bitnated  to  secure  tickets  is  to  issne 
fnmifjiing-rate  sheets  to  their  correspondents.  To  UlOBtrate  how  this  method 
can  be  of  nse,  we  will  suppose  a  passenger  to  enter  the  o&w  oi  a  Washington 
broker  and  ask  for  a  rate  to  Denver.  The  regular  fare  is  $48.  The  broker  may 
have  a  ticket  to  Buffalo,  oi  Cleveland,  or  Pittsburg,  or  Chicago,  as  the  case  may 
be.  He  then  examines  his  rate  sheets  for  a  furnishing  rate  noni  brokers  in  any 
of  these  cities.  If  a  satiafactory  famishing  rate  is  found,  and  he  can  agree  upon 
the  price  with  his  customer,  a  bargain  is  marde.  The  customer  takes  the  part-way 
ticket  and  an  order  upon  the  correspondent  in  the  intermediate  city  for  a  ticket  to 
finish  his  journey,  which  insures  him  a  through  passage  at  the  agreed  price, 
nsnally  from  |3  to  $5  below  the  tariff  rates.  If  it  ahonld  happen  that  the  Wash- 
ington broker  had  no  ticket,  but  the  fnmiebitig  rate  was  sufficiently  low  in  any 
of  these  cities  for  a  Denver  ticket,  it  might  be  profitable  for  him  to  go  to  the  regu- 


lar agent  here  and  buy  a  ticket  at  local  rates  to  this  point.    Putti^  the  two 
together  he  would  be  able  to  make  a  through  rate  at  less  than  the  tariff. 

NDHBER  OF  PEOPLE  KNQAORD  IN  THE  BUSINESS. 

As  to  the  number  of  people  engaged  in  the  business,  I  can  not  give  this  islta- 
mation  to  a  certainty;  but  perhaps  my  estimate  will  be  near  enough  for  the  pur- 
poses of  the  conuuissiou. 

The  'i  r^ularly  organized  associations  of  ticket  brokers  are  the  American  Ticket 
Brokers'  Association  and  the  Quorantee  Ticket  Brokers'  Association. 

The  American  Ticket  Brokers'  Association  has  a  membersliip  at  present  of  3S5. 
The  latest  list  of  the  Guarantee  Ticket  Brokers'  Association  gives  their  member- 
ship as  83.  Outside  of  the  2  associations  there  are  probably  50  oflices.  This  gives 
the  number  of  offices  as  408.  It  is  fair  to  assume  that  an  average  of  3  clerks  are 
employed  in  each  offl.^  in  addition  to  the  proprietor,  so  that  in  round  numbers 
we  may  safely  sav  there  are  1,800  to  3,UO0  persons  in  the  United  States  making  a 
living  for  themselves  by  selling  reduced-rate  railway  tickets. 

BY  WHOU  TICKET  BBOKBRAQE  IS  CARRIED  OK. 

In  the  lar]ger  cities  the  business  is  conducted  by  those  who  devote  their  entire 
time  t6  its  interests.  In  smaller  places  many  of  the  brokers  are  merchants  and 
business  men  engt^ed  is  various  lines  of  trade,  such  as  druggists,  dry-goods  and 
clothing  dealers,  mannfaotorers,  dealers  in  cigars  and  tobacco,  and,  very  fre- 
quently, persons  conducting  book  and  news  stands  in  hotels. 

Many  of  the  members  of  the  American  Ticket  Brokers'  Association  have  been 
engaged  exclusively  in  this  bnsineaB  for  from  10  to  30  years.  They  enjoy  the 
respect  and  confidence  of  the  communities  in  which  they  hve,  the  great  traveling 
public,  and  the  railway  managers  with  whom  they  deal. 

Speaking  for  myself,  with  a  record  of  19  years  as  a  ticket  broker,  I  know  of  no 
persons  to  whom  I  could  more  safely  refer  for  a  certificate  of  character  than  to 
the  railway-passenger  men  of  my  home  city,  and  yet  many  of  them  are  strongly 
and  even  bitterly  antagonistic  to  me  from  a  business  standpoint.  What  I  can 
say  for  myself  can  safely  be  said  of  a  very  large  majority  of  members  of  the 
American  Ticket  Brokers'  Association,  which  I  have  the  honor  to  represent  before 
yon  to-day. 

Now  I  would  like  to  show  this  commission  something  of  the  character  of  o 
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3  Tears  ago.    I  sabmit  a  copy  of  the  constita- 

roBOTiTUTioN  •»!)  By-Lim  or  ram  AmaiciH  Tickit  Bboeibs'  AaBOciiTioir.' 
[With  nmendmenla  to  uid  Including  the  Iwentj-aecond  kniiiul  conTeutlon,  M&y  9  and  10,  IKKK] 


AXTICLK  IV  —iftmben. 

1.  Anr  person  of  good  moral  character,  vho  ponesKS  ths  oeceamy  ftbllity  and  capital,  eball  be 
ellslbis  to  membenhlp  In  tbli  aoncliiElan  Dpon  nvment  of  an  loltlatloti  fee,  II  In  the  Judgment  of 
the  executive  commltlee  the  location  wiUaamUoitheadmlMlon  -'  "- " — • 


1  No  member  ehall  hold  more  than  2  memhenhlpa  for  anj-l  city, 

i,  Ko  memberahlp  ghall  be  operated  except  by  the  member  and 
nally  loned.  except  under  the  ptovUoDS  of  the  flnt  Mctlon  of  the 

Abticlk  v.— JVemtenAlpj— TVonV'er  < 


In  the  city  for  which  It  was  orlgl- 
afth  article  of  this  constitution. 


A  membenhip  under  whlcli  the  holder  has  oondoMad  Iba  Ueket-bralcerBKe  bniliien  for  a  tetrn 
» lem  than  6  months  may  be  aald,  traniferred,  or  airigned  by  Ita  Iralder  to  any  person  eligible  to 
ibcnhlp.  provided  the  eiecuUie  committee  approves  tlisale,  tranafer,  ora^gnmenl. 
The  anoclatlon  fhall  hold  a  first  Itenon  the  membenbln  for  any  debts  due  the  aasoclatlon  or  lis 
ibrm.    All  clatmsogaiiuta  membenhip  Shalt  bead]iiateabaf(>raitiisald,aBiBne<l,arIrangIerred. 


AniCLi  tl.— Zocnl  (U«MoM. 

1.  In  every  city  where  there  are  3  or  more  rnembera,  the  memben  shall  oinnlie  a  local  division  oi 
the  plan  udod  which  the  majority  of  memben  may  agree,  having  in  view  the  following  object*: 

(a)  Unllormlty  of  selling  ralee. 

(b)  The  destrucUon  of  hostile  competition. 

1  Local  divlslow  shall  be  entirely  tree  to  adopt  siich  rules  and  legulatlons  for  self-gavemment  a 
they  may  elect,  provided  they  do  not  conflict  with  the  constitution  and  by-laws  of  the  America] 
Tictet  Broken' Aset -■ 


I.  Where  there  are  only  2  membenhlps.  and  adlvi&ion  of  opinion  exists  as  to  tormlr 
ID,  the  members  shall  refer  the  matter  to  the  preddeot,  who  Is  empowered  to  decide 


violation  of  the  rules  and  regulallons  of  the  ^ocal  division  may  be  brought  through  (he 

-j]  or  secretary  of  such  dlvlston  before  the  executive  commlltee,  wfilcl: '""  '- 

punish  the  offender  by  a  fine  not  exceeding  tim.  soi^      ' 


rhlch  committee  Is  i 
ipulslon. 

ARTIC1.B  ill.— InlHationfta  and  annttaJ  duo— PtdiUeaHim  ufanilictUinm. 

S,  In  cities  where  1  or  more  memberships  ere  operated,  tbe  initiation  fee  lor  new  appllcaDts  shall 
Wtlnicslheamauntof  the  prescribed  lee.  as  follows:  ClanA,II,«»;  aBnB,t60a;  ClaBC,*400:  Qi 
D,  1200. 

1.  The  InlUatlun  fees  and  dua  for  additional  olDca  shall  be  the  same  as  (hose  required  of  n 


^e( 


m  appilcationa  by  the  executive 

Abticli  IV.—t^flcew. 

I,  A  member  dealifng  to  establish  an  additional  olQce  in  the  city 

theeonsentof  the  executive  commltlee  befo ' "■  -■"•"•■ 

tlon.  and  make  application  for  admlnlon  In 

".  Theexecutive  committee  may  grant  gu 

Irjodgmentthe  locaUon  will  warmnt  the  admlnlc 

■  —Bmbec  desiring  to  tatabllsb  an  ofBce  In  anolht-  .-., 

•e  before  opening  same  and  then  proceed  in  the  manner  prescribed  In  section  1  of  this  i 

ciitii 


the  executive  commltlee  before  opening  such  additional  office,  giving  the  exact  loca- 

._. e  application  for  admlnlon  In  the  prescribed  lorm. 

i.  Theexecutive  committee  may  grant  such  roembemhlp  tor  Ihc  proposed  additional  olBce  II  In 
-<- '--j^ent  the  locaUon  will  warmnt  the  admlnlon  ol  (he  applicant. 

iemJ>ecde«lrIngtOE«t»blIshan  ofBce  In  ariolher  cityraust  obtain^ the  consent  of  theexecntlve 


No  member  nhall  change  the  Tocatlou  of  hla  office  without  flnt  obtatnlng  the  consent  of  the 
member  shall  conduct  hij  binlnew  In  anyplace  where  llquorlsaold,  nor  In  any  plaee  objccled 


322  nTDUSTEIAL  00MMIB8I0N; — tEANSPOETATION. 

Abticlk  VI.— Jt(6a(e  and  prepaid  onfcn. 

1.  All  BModatiiHi  rebate  orden,  nben  profieily  drawn  by  memben  In  good  atsoding,  tbtll  be 
honored  wlUumt  qootton. 

3.  Rebate  oiden  aball  be  dnwn  excloilveJ)' upon  tuBoclBtlon  blBtikB,aad  muil  be  Kunpeduid 
dated  with  an  olBce  dating  itamp. 

S.  Ovodiafta  majr  be  made  at  Uie  pleunre  of  memben,  and  luibject  to  mutual  airreement, 

1.  All  OTordiafta  mmt  be  letnmea  for  collection  lo  the  offlce  drawing  nme  within  00  daya  from 
date  of  Mleot  the  ticket.  Incaaethls  leguirement  1>  neglected,  the  olOce  boldlng  the  rebate  order 
■baJl  have  no  cUni  agalnrt  the  iarolng  offloe. 

Abticli  Vni. — Ouaranty. 
1.  Everj  member  shall,  when  lequeeted  br  a  paneoger  purcbadog  a  ticket,  guarantee  the  aame  in 


>r  conpiHt  patchaaed  ol  a  member  by  a  ponenger  u  not  accepted  for  pa— ge, 
lepanengei,  and  the  pamengerla  obliged  to  pay  tare,  the  fun  amoant  of  fare 

]  to  the  raoengoT. 

ticket  is  sold  without  reconrae,  vliolly  or  In  part,  the  lame  ahall  be  dated  In  writing 

ABTKXa  IX.— ^rMfrutton— ante. 

1.  All  caaea  In  dlapatji,  whether  between  memben  or  between  patrona  and  members,  ahall  be 
BffilBned  directly  to  the  eiecutlTC  committee,  a>  a  board  of  arbitration,  from  wboaedecMoa  tlio  right 
of  appeal  aball  lie  (o  the  annual  conTenUoo. 

2.  NoUceot  appeal  muat  be  given,  and  the  amount  Involved  dspodted  in  the  general  office  wllhin 
30  da™  from  receipt  of  notice  of  the  finding. 

S.  A  member  falling  to  oomplj  within  the  apeclfied  time  with  tbo  reqnlremenla  of  the  deciiton  of 
the  boaid  of  vbltraoon,  or  to  file  an  appeal,  aball  be  Huspended  from  the  righta  and  prlTllegea 
of  memberihlp. 

4.  A  member  falling  to  pay  into  the  general  office,  within  B  days  after  notification  by  the 
a  claim  or  balance  doe  thu  a '-"— ■ ....„,._  .._i, .__ 

ft.  Amoonteeopaldinlo  tL.„ _. 

bn  In  tbediit,  second,  and  third  aectlona  of  thlg  article. 

jonB  Bgalnpl  memben  where  the 


xi  be  subject  lo  lubeequeot  adjustment,  as  provided 

teeoil^aiidftpercentDf  tiieawaidahali  becbaiged  againrtthe  loser  in  all  eases  of  memben 
- — ^mbeTBB<^' -•— -—  - — ■  -•  —'-■■ — ■ -■  " ■ — ■-—  -- 


mvioiKr  jwn  Mie  vaac.    riuviuvu,! 

oradmithlillablHtyfor,  apartof 

lesa  the  coe^^aUbe  taxed  on  tbe  PjBlntifr. 


si  olTer  to  pay  to  the  plalntIS, 


additional  fee  of  K  and  5  per  cent  of  the  award.    The  acoomulsded  charges  shall  be  fwld 

.1 —  i_i_2  (^  (be  final  delermlnation  of  the  case, 

not  I>r  granted  in  any  ease  decided  by  the  exeCDtlve  committee  oi 

lonnt  Involved  Isd "-' '"  ■"■ '  -** ■" — '"—  '"-■ 

meelpt  of  tiotice  of  the  flndlog. 


bv  the  member  lodng  on  tbe  final  di 

T,  Beheatinc  shall  not  tie  granted . . 

"  in  unleM  tbe  amonnt  Involved  Isdepoelted  In  the  general  dSce.andpetition  filed  within  aodaya 


8.  Nocldm  of  member  a^nst  member  shall  Iw  considered  by  the  board  unless  filed 
office  within  1  year  from  dale  of  the  transaction. 


a  member  and  an;  penon  or  corporation  whereby  the  system  ol  ticket 
w^  ,._u.E  uy.uJujyordegTadatloD,  oranyactby  which  a  member  may  sufler  detriment 
financial  slandlng.  or  be  damaged  In  bis  bniinecB,  shall  be  considered  a  misdemeanor. 
ig  or  selling  of  employees',  eomplimentory,  or  stock  panes  shall  be  consldefed  a 

the  offlce  of  another  member,  or  to  cause  the  advancement 

_. ^ -hall  be  considered  a  misdemeanor. 

G.  Tbe  ponlshment  for  committing  a  misdemeanor  shall  be  by  reprimand,  fine  not  exceeding  tlOO, 
suspension,  any  one  or  all,  or  eipolalon,  at  (he  discretion  of  the  eiecutive  committee.  If  the  oftenae 
is  of  Bucli  cbaracter  as  to  caose  pecuniary  damage  lo  either  a  patron,  coipoiallon,  or  member,  tbe 
eiecutive  committee  may  also  require  such  restitution  from  the  ottender  as  they  may  deem  proper. 


1.  No  member  shall  have  any  transaction  of  any  character  whatever  pertalnlnglo  ticket  brokerage 
with  a  broker  not  a  member  of  tbls  amociallon  nor  with  a  suspended  member.  The  penalty  tor  the 
violation  of  this  law  shall  be,  for  the  first  ottense,  a  floe  of  t%;  lor  tbe  second  oflense,  a  fine  ol  KO: 
andfoithe  third  and  each  subsequent  offense,  a  fine  of  tlDH. 

2.  A  member  Joining  any  other  anoclation  of  ticket  broken  shall  be  suspended  or  expelled,  at  the 
discretion  of  the  executive  committee. 

AsTiCLB  JiIll.—aTtfHcaUqfmmbtTtA^. 

a  payment  of  his  semiannual  does,  a  certificate  of 
be  gtnd  until  revoked  by  the  executive  committee. 

AkTIOLI  XIV.— J/m,  stofcn,  ar/naidulaa  mmaporlaOtn. 

nber  receiving  infonnation  of  any  lost,  found,  stolen,  or  fmndulenl  tickets  or  possca  oSered 
shall  at  once  notify  the  secretary  (by  telegraph  if  tbe  case  Is  urgent),  who  shall  take  Immedl. 
■ares  lo  protect  the  memben,  the  rdlways,  or  parlies  Inlercsled, 
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Artccli  Xy.—Ailvertltlag. 
No  member  aball  Imie  adveitlsliig  matter dlKrlminatiDg  In  favor  ol  any  olhcr  mem1 


ik  "hall  be  Iwued  semiannually,  li_  , —  _,  . — 

1st  day  of  themontbtof  Uavand  November,  or  an  Kwn  thereaiter  as  nroctloabli 
.  .t4  shall  be  Iflmeii  BemlmoDthly,  on  the  lat  and  15th  days  of  each  month,  between  th 

■         ■      - •  as  limited,  and  Bccond-clam  rates  to 

1.  An  appeal  may  be  made  from  the  declsloti  of  (he  exeoudTe  committee  to  the  annual  conventloD, 
ir  Bled  with  the  Kcretary  within  30  days  after  notlflcatloQ. 

2.  When  a  floe  li  Imposed  and  an  appeal  taken,  the  amount  ol  the  line  sball  be  depodled  la  Ibe 
general  office. 

Abticli  XXII.— Quorum. 

Aqoonim  forbuilneMatthe  aonual  convention  iball  be  not  len  than  I&memben, 

ABTTCLl  XXV.^/TU0ft«fU^. 

I  member  upon  proof  of  a»lgnment  or  Insolvency. 

— C^iamittfe  iftt  hottOe  IcgiJiallon. 

hall  coiuln  ol  one  member  of  the  aMoclatlon,  who  ghatl  be 

Bball'be  lirtSe  wrrloe  (rf  Oie  aaiodaiJDndurliu'Vhe  entire  year.     Ttils  commlriee  ahall  have  the 


power  to  look  after  hostile  leglali 
the  aaKniaUon  ahall  pay  EO 


g.  la  the  event  of  benile  lefislallon  Id  any  State,  the  members  In  such  Slate,  acting  under  the 
direction  of  the  committee  on  noettle  legiBlatloD,  (hall  pay  60  per  cent  ot  the  expense  Incurred,  and 


le  committee  on  hostile  legislation  to mbmlt  to  theeieeutlvecommlttce 

a  report  ol  the  expenses  Incurred. 

To  sbo'w  the  commisflioii  now  carefal  the  ofScers  of  this  association  are  as  to 
the  character  ot  those  seeking  membership,  and  to  admit  only  persons  of  unblem- 
ished reputation  and  known  integrity,  I  submit  copies  of  oar  application  and 
reference  blanks.  In  addition  to  these  precautionn,  the  mercantile  agencies  are 
called  upon  for  a  financial  report  npon  the  applicant.     [Beading:] 

ApvUmtion/or  mai^mMp. 
The  ondendgned  hereby  at 

iishlp?    (Give  lull  ni 
be  conductedt 

,. — .rounlyof ■. 

(.  Will  any  person  or  pereonsother  than  yourself  baveany  Intel 
«lth  yout    (If  so.  itive  ^11  particulars  ol  namesand  Intcrcsli'.) 
B.  What  other  buslnew,  if  any.lsor  will  be  conducted  In  the  same  oWce,  and  by  whom? 
B.  What  other  buidnen.  If  any.  do  you  Intend  to  conduct  In  connection  with  the  ticket-broker 

T.  What  amount  ol  money  {actual  cash)  will  yon  now  put  Into  the  ticket-brokerage  biixIncB? 
B.  Are  yoa  now  a  member  of  the  American  Tickpt  BroterW  Association? 

9.  nirwhatclly  or  towndoyouholdmcmbershlpT    (It  more  than  one,  name  tlium.j 

10.  Were  you  everamemberoflhisaaMielallon? 

11.  Do  you  belong  to  any  other  association  of  ticket  brokers?    (11  K),glve  name  of  II.) 

12.  Have  you  ever  liecn  engaged  In  the  ticket-brokerage  bunlnein? 

14.  What  was  your  buslneiB  or  occupation  immediately  preceding  your  pretient  one.  and  on  w 
arcount  did  you  leave  ItT 

IB.  What  is  your  present  occupation,  besldea  Ihe  llckel-brokerage  buslncsT    ( If  more  (ban  one,  ru 

15.  When  were  yoa  bom? 
17.  Wben? 

side  In  yotii  native  place? 

bankrupt  or  InnlienI? 


19.  Uailred  or  Ringli 


orauI«ty  for  anyone,  Jointly  or  Individually,  and  to  what  extent. 
M.  What  resources.  If  anr.  have  vouontiJdc  of  j-our  Investment  In  the  ticket-brokerage  buainemf 
2&.  If  encumbered,  state  now  and  to  what  extent. 
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ZJ.  aire  nuncB  bqiI  wldrencs  o[  three  membeis  of  llie  American  Ticket  Broken'  Aaodatlati  to 
whoinyou  can  refer, 

as.  Have  ;au  read  tbe  constltatlau  uid  bf-tawa  of  the  American  Ticket  Broken'  AnociatlonT 

■i».  Do  you  anent  to  Its  proviatooa  and  agree  to  be  bound  tbercb;T 

30,  I>o  fou  undeniland  sod  agree  that  any  false  statemeni  or  any  misropreseiitfttlon  In  Uknrerlne 
any  of  tbe  foregoing  queetionB.  oi  bd]-  others  relaliDg  to  them,  rendcra  an;  membenhlp  obtained 
npon  this  application  onll  and  voldT 

SI.  (AppllcaotvUlalgnbere.} 

Each  and  every  auestloa  mtut  be  fullr  •luwered.  and  full  natne given  wberever  Indicated.  Failure 
to  do  ao  will  delay  the  application. 

No  aluraUoiu  or  etaanres  will  be  permitted. 

Tbe  Information  required  In  (bis  application  la  for  the  benefit  of 
and  la  itrlctly  cODOdentlal,  It  Ig  emeniial  to  the  maintenacce  of  a  hi 
■a  It  le  TerlSed  from  other  sources,  It  la  eipecled  that  applicants  will 
and  iipeiific  aa  ponlble. 

Til  beJUea  at  the  general  offtee. 

So.  of  application, , 

AppUcatloti  published  In  correction  sheet  Noa. . 

Cusa .    Initiation  fee  received,  t -■    Dale  received, 

R.  Q.  Dun  &  Co.'a  report,  dated .  1»— ,  attaehed. 

The 


DeabEib:  M ,at ,  lean  applicant  for  admislon  to  this  aaoclatlon  at 

letera  to  yoQ  for  recommendation.  It  la  understood  tlila  reference  does  not  imply  an  ei 
acquaintance  or  an  expected  IndoreeineDt,  but  is  simply  to  enable  tbe  executive  committee  tc 
aa  complete  Informatloa  as  poadble  concerning  tbe  character  of  the  applicant. 

Will  you  therefore  please  All  up  the  subjoined  blacks  at  your  earliest  conyenleDCe  and  rt 


1.  How  long  have  yon  known  the  applicant! 

2.  What  are  the  nature  and  extent  of  tbe  dealing 

5.  Bas  healwaya  been  prompt  in  remlttlngT 
i.  To  what  extent  would  you  be  willing  (o  credit  .     . 

6.  Oiva  a  senenl  lummary  of  yotir  knowledgei>f  the  applicant  and  your  estimate  ot  his  character. 
6,  Undeimandlng  the  bigb  standard  at  membership  suugbt  In  be  maintained  by  tbfs  association,  do 
on,  on  the  bailE  of  your  knowledge,  recommend  tbe  applicant  furadmlsslont 


(Signed)  — 


tor  ISBtlmony  as  lohia  character  and  commercial  Integrity.    A  reply  to  each  of  the  I 


Si^ermctlHaiii:. 
[Confldentlal.] 

lowing  questions  Is  requested  at  voor  earilest  conveolence,  for  theTnfi 


aufBclent  Judgment  C 


held  strictly  private  and  confldentlal, 
tbcaeof  good  character  and  commf 


^jialltles  weigh  more  with  the  commltle 

doobtful  hands. 

Very  respectlully, 


1.  How  long  have  you  known  the  at 


L  What  opportunity  have  you  had  to  form  an  opinion  ot  hlacliaraeter  and  commercial  Integrity? 

■    r_,,...j  .J  bin,  [lirough  ..  mlly  tleaT 

n  located  since  you  have  known  blmT 


6,  In  what  business  has  he  been  tugnged  fll _ 

B,  Has  he,  to  your  knowledge,  ever  been  suspected  of  fraud,  dlBhonoisble  or  Improp 
ol  being  addicted  lo  gambling,  speculating,  or  drinking? 
T,  Has  he.  to  your  knowledge,  any  unsettled  debts  ot  claims? 
8.  Haahobeen  prompt  In  seltllnghiscurrentexpenBcaor  other  debls? 
».  Has  he  ever  been  dlsmrased  (rom  any  slluation  or  engagement? 

10,  It  BO,  under  what  circumstances? 

11.  Has  he  been  eitixvagant  In  lil<  habits  or  lived  beyond  bis  means  at  any  time? 
la.  Have  hla  aiwoclatcs  been  persons  ot  good  character  and  habits? 

13.  With  IhlsiindeiBlandingof  whut  In  mniBhl,  du  you  rccommeiul  the  ii[ipllcniil  ns  « 
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meut  in  tbe  passenger  depiuxmentB  of  railways.  Several  promment  railroad  men 
holding  very  high  poHitiona  to-day  received  their  first  edncation  in  the  railway 
ticket  bneinesH  behind  a  broker's  counter. 

The  fact  that  a  man  has  been  a  ticket  broker  does  not  act  as  a  bar  against  his 
secnring  a  place  of  tnut  and  responsibility  with  railways,  qnite  the  contrary 
being  the  fact. 

While  OUT  association  holds  all  members  to  a  strict  acconntability  for  their  acts, 
we  nnfortnnately  can  not  control  every  person  who  chooses  to  go  into  the  ticket 
business.  There  are  renegade  ticket  orokera  jast  as  there  are  rascally  men  in 
every  calling.  The  bnzzard  and  the  ticket  crook  will  operate  in  Hpit«  of  na  and 
of  the  law,  and  an  antiscalping  law  woold  be  no  check  to  this  character  of 
offenders. 

Our  association  recently  made  the  following  offer  of  reward  for  the  apprehen- 
sion of  persons  who  do  a  dishonorable  business  in  the  manipulation  of  railroad 
tickets  [reading] : 

American  Tiiurr  Brokeb 


Aaso«la(ion  o[  General  Passenger  Agents  hasappolDted 

SersoM  who  may  be  guilty  ol  Ihe  forgery  oi  mllwty 
[:ket«.lt  1«  proper  Id  state  tbat  tbe  AmerlcaD  Ticket 


with  powi 

...iortmlDal 

Brokera- ABsodatloD  Is --,-, 

II' It  1b  true.  09  claimed  by  these j«seengcr  men.  (hat  there  arc  liclitt  brokers  who  are  engaged  In 
criminal  practices,  the  sooaer  siicb  persons  are  In  prlKin  the  better  for  the  railways,  the  traveling 
public,  and  ell  honeit  men  etigaged  In  the  tlcliet  budness. 

With  an  earnest  dEsIre  to  aastst  In  clearing  tbe  country  of  every  dlnreputable  character  engaged  In 
handling  tallwav  tickets.  1  am  authorlied.  tiy  and  on  beholl  ol  the  American  Ticket  Broken'  Aisocl- 

Forthe  arreMand  conviction.  In  a  court  of  competent  lurladlctlon,  of  any  member  ol  the  Ameilcan 
Ticket  Brokers'  Asuclatlon  who  Is  guilty  of  the  crTme  of  forging  a  railway  ticket,  or  who  bascbanged 
the  deaUnstiOD  of  a  railway  ticket  with  Intent  t«de[raiid.wc  will  pay  IheBUm  ul;tiv  Aiindrrddo^Jars. 

For  tbe  arrest  and  conviction  of  an]/  ticka  broktr  who  is  not  a  member  of  tbe  American  Ticket 
Brokers'  AaBoclatlon,  wbu  la  guilty  of  fonlng  railway  tickets,  or  changing  the  destination  on  a  nil- 
Way  Ocket  with  Intent  to  defimnd,  we  will  pay  the  sum  of  (iro  ftundrtd  doBori. 


This  offer  of  reward  has  been  very  generally  circulated,  and  with  the  reward 
circnlar  a  copy  of  the  following  letter  of  onr  secretary  was  mailed  to  every  broker 
in  the  TTnitM  States  [reading]: 


LouUirUle.  Ky,  December  to.  laoo. 
[Reward  circulars.) 
Totiiixtbroken: 

You  are  earnestly  request"!  f 
local  papeis  as  poselble. 

In  oBerinfl;  this  reward  for  the 

Brokers'  A«idatlon  pi 

_..,...._ . 'iwav  omclals— to  the  enect  tl „ , 

„ ._.  ...Bchoods,  invented  and  circulated  for  I , 

purpoac  of  creating  a  pnblic  leellng  against  ticket  brokerage  and  to  kh  frighten  llmid  traveleis  that 
they  will  buy  direct  at  the  various  company  offices,  instead  of  making  a  saving  hy  patronizing 

.This  circular  is  aln  intended  as  a  warning  to  any  ticket  broker  who  may  be  tempted  H>  dishonest 

tractlces  that  the  aseociatlon  la  In  deadly  earnest  and  will  spare  neither  energy  nor  money  to  put 
Im  out  of  the  calling  be  has  disgraced. 

The  honest  and  reliable  broker  can  notaflord  to  bavc  reproach  cost  upon  bis  calling  by  the  rascally 
transactions  of  any  crook  who  may  put  oQtaaign  as  a  ticket  broktT  and  proht  by  swindling  those 
who  from  previous  experience  have  reason  to  expect  bonornhlc  treatment  at  any  ticket  broker's 
counter.  To  the  end  that  tbe  business  may  be  purlHed  of  all  unworthy  characters,  the  American 
Ticket  Brokers'  Association  now  asks,  and  confidently  expects  to  receive,  the  hearty  cuopeiatlon  of 
every  honorable  person  In  tbe  business. 
By  Older  of  (he  executive  committee: 

W.  B.  CAaTER,  Saniary. 

EFFKtJT   ON   PA8SKNOEB   TRAVEL.  INTBRSTATE   AND   INTRASTATK, 

As  paesenger  travel  is  always  stimnlated  b^  reductions  from  ordinary  fare,  I 
ehotila  say  that  the  effect  of  ticket  brokerage  is  to  increase  travel,  both  local  and 
interstate. 
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The  growth  and  development  of  ticket  brokerage  to  the  iminesBe  proportions 
it  asanmed  from  about  18T6  to  1806  was  due  almoat  entirely  to  the  direct  encour- 
agement and  support  of  raOwaya.  Nearly  every  railroad  or  importance  employed 
brokers;  and  when  they  could  not  make  satief  actoiy  arrangements  with  establisDed 
offices,  new  offices  were  opened. 

When  I  became  a  ticket  broker,  19  years  ago,  I  started  ont  with  the  regular 
issnes  of  3  lines  of  railways  and  in  the  following  years  dealt  on  the  most  friendly 
terms  with  all  the  great  lines  that  looked  to  De&oit  for  bnsiuess.  Hy  experience 
is  similar  to  that  or  brokers  in  every  part  of  the  country. 

The  purpose  of  using  brokers  by  railway  lines  is  no  donbt  to  get  competitive 
business  which  they  are  unable  to  reach  by  ordinary  means. 

Brokers  who  have  been  long  established  control  a  large  trade  that  can  be 
influenced  by  reduced  fares.  Kew  lines,  desiring  quick  introdnction  to  the  pub- 
lic, commonly  place  tickets  with  brokers.  After  tiieir  purpose  is  accomplished 
and  their  trade  is  built  up  to  the  desired  magnitude,  it  is  not  uncommon  for  these 
lines  to  join  the  hue  and  cry  agaiaat  the  very  source  of  their  success. 

The  weaker  lines,  failing  to  secure  a  living  share  of  pamenger  traffic,  frequently 
find  that  their  only  means  of  escaping  the  receiver  is  to  call  in  the  help  of  the 
ticket  broker.  With  correspondents  in  every  part  of  this  great  country,  it  is  not 
difficult  for  ticket  brokers  to  quickly  influence  a  large  passenger  traffic  over  any 
line  where  the  cost  of  tickets  is  sufflcieutly  low. 

STATE   LAWS   PHOHIBniNQ   TICKET   BBOKKBAaB. 

With  the  concentration  of  railway  interests,  the  forming  of  pools  and  traffic 
associations,  a  system  of  persecution  was  inaugurated  against  ticket  brokras. 

The  legislatures  in  all  the  States  of  the  Union  nave  been  solicited  time  andasain 
to  pass  "  antiscalping "  laws.  In  but  10  States  have  the  opponents  of  brokers 
succeeded  in  passing  billa  of  this  character.  In  3  of  these  States  the  law  has 
since  been  declared  unconstitutional.  After  years  of  the  most  strenuous  eSort 
our  enemies  have  but  8  States  to  their  credit,  while  the  rest  (some  37)  are  clear 
from  laws  so  antagonistic  to  all  rules  of  right  and  justice.  In  the  8  States  the 
law  is  so  extremely  obnoiious  ta  the  public  that  it  is  entirely  iuoperativB  except 
in  the  city  of  Philadelphia, 

In  Congress  the  flght  has  raKed  for  a  dozen  years.  Four  years  ago  for  the  first 
time,  after  repeated  failures,  tne  advocates  of  this  bill  secured  its  passage  In  the 
House,  but  it  failed  of  conaiJeration  in  the  Senato.  Two  years  ago  the  Mil  was 
again  voted  upon  in  the  House  and  won  by  a  vote  of  119  to  101,  but  again  the  Sen- 
ate refused  to  vote  upon  the  bill. 

It  is  a  fact  worthy  of  note  that  the  times  selected  to  pass  "  antiscalping  "  bills 
in  Congress  were  directly  after  Congressional  elections.  The  bill  is  very  unpopu- 
lar witn  the  people,  and  the  Congressman  who  would  vote  for  it  stood  the  chance 
of  losing  the  support  of  a  large  number  of  his  constituents. 

Our  opponent  have  claimw  some  SSI  newspapers  as  opposed  to  ticket  scalping. 
I  have  not  the  statistics — but  they  are  easily  obtainable — of  the  vast  number  of 
newspapers  there  are  in  the  United  States,  and  if  only  S81  of  the  entire  number 
advocate  an  antiscalping  law,  it  certainly  does  not  speak  very  well  for  the  propo- 
sition. The  articles  in  these  papers,  as  shown  by  the  clipping  bureaus,  were 
nearly  all  from  the  same  pen,  it  having  frequently  occurred  uat  the  same  article 
would  appear  as  an  editorial  expression  simultaneously  in  40  Oi  50  papers. 

To  show  how  the  independent  press  views  this  subject  I  will  read  you  a  few 

clippings  from  editorial  opinions  in  papers  represe^  " ' ^--.^. 

try  from  New  York  to  San  Francisco  [Reading] : 

[SyrMuae  (N.  Y.)  EvenlDg  News,  FebrUflry  2,  IBS'!.] 

CoDSreBsDun  Poolo  la  being  flooded  with  M 
aTenmkD  ShermaD's  bill  problblting,  except  i 
the  nllnAds.  The  bill  is  clearly  egslntt  th 
dediable  featorea.   Congrea  will  da  well  lo  ' 

[The  Denver  Republloan,  February  »,  1S?7.) 

THE  BCALFIRS  AND  THE  BAILB0AD8. 

The  action  of  tbe  Senato  Committee  nn  Intecatate  Conmeice,  wblcb  yea(«niay  decided  to  poMpone 
actloa  UD  the  go-called  aatlscalpci  bill,  at  leut  until  tbe  next  seasioa,  ougbt  to  be  a  lenon  to  the 
lallnied  mabaaen  who  were  eagerly  clamoring  for  protection  from  tbe  ticket  brokers,  Tbe  declaloa 
of  the  dHDmmM  la,  In  effect,  that  the  lallroadB  should  come  before  Congrea  with  cUdJi  hands. 
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They  bave  done  all  tbejr  couJd  u>  defeat,  nuUlly,  and  oretUuow  the  luunuie-commeice  law  sod 
ure  Btfll  evullng  ind  defeating  iu  proyWOQB  In  every  way  pcnlble.  They  are  unwUUng  to  allow  any 
protecUon  to  be  gmnled  to  the  public  and  still  demand  that  they  themKlvei  be  protected  from  th« 
.ticket  broken  byanamendraenttotbelav  whicb  they  themKlreacondeniD. 

While  the  tiekeL  brokerage  ■ystem  may  be  an  evil  in  principle.  It  la  not  praedcally  the  ebly  avenue 
by  which  the  pabllc  la  able  to  profit  by  the  competltkai  between  the  rallioadj.  Wheo  the  lallioadi 
quit  combining  and  abandon  nnderhand  methodi  there  will  be  gmall  need  foi  aboUihlng  Malplng. 

[The  Wotld-Henld  (Onutaa),  February  ID,  1W7.] 


„ , ,._,  andthomilniadlobbJthathadltlQCha™ 

Ion  (o  otberthlnn    It  became  evident  that  the  Soiue  would  not  aanctloD  the 

le  tiom  the  Senate,  ao  the  Benate  committee  qoietlr  nve  It  Ita  qalelui.    Ilieie 

ever  wa*  an*  real  tettoa  why  uieb  a  bill  ihould  be  Introduced  Into  the  national  LwUatoTe.  and 
M  onir  pearible  excnia  bnlta  introduction  nwy  be  found  In  the  attack  made  Qpon  Ucket  broketa  b; 
le1aitleporto(theIntentBl«CommetcBGommlnlon.  Had  the  pctnoaed  anoacalplng  bill  become 
a  law,  It  would  have  aerred  to  Ubrow  further  reatilctloni  around  tnTel,  and  there  are  enough  of  theae 
at  the  present  time.  A  nllroad  ticket  belooga  to  tbe  purchaser,  and  there  Menu  to  be  no  good  na- 
aon  why  be  should  be  prohibited  IromKlllngltlf  be  concluded  not  to  lue  It  or  any  portion  of  It.  To 
prohibit  him  from  dolnR  this  would  be  about  aa  senslhte  as  prohibiting  a  man  from  selling  some  fur- 
niture lor  which  he  bald  no  use  lo  n  second-hand  dealer.  The  antisbalplng  bill  had  ila  origin  In  a 
desire  npon  the  pAJt  of  panenger-traffic  mans^n  to  secure  a  drmer  bold  upon  the  traveling  public 
and  force  it  to  yield  to  the  exactions  of  passenger  poolt. 

[Syracuse  (N*.  Y.)  Hemld,  January  33,  MSn.\ 

BepresentatlTe  Sherman's  bill  to  prohibit  by  severe  penalty  the  sale  of  tailnnd  tickets  by  "  scalpen  " 
oogbttobe  "killed."  A  railroad  ticket,  paid  lor  at  a  certain  rate  per  mile,  ought  tu  be  good  ontlllt 
Is  used,  no  matter  by  whom  used.  If  It  has  been  fairly  bought.  We  are  glad  to  leom  that  ktalor  Poole 
will  vote  against  the  bUl.    It  la  a  railroad  lob. 

[Chicago  BvenJog  Journal,  Pebrnary  8, 18)7.] 


The  Tribune  has  made  a  few  mlitakei  In  lis  efforts  to  aid  In  abolishing  the  trafflc  In  railroad  tickela. 
It  says  the  Bherman  bill,  ■"«H"y  the  operation  lamlllarlr  known  aB"Bcalplng"  a  peniteatlary 
oft^tie,  la  In  the  Interests  of  public  morality,  public  convenience,  and  fair  treatment  Not  one  <n 
then  statements  Is  correct.  The  pnblio  morals  have  not  been  undermined  by  the  liberty  to  buy  and 
sell  property.  Tbepnblfc  convemence  has  not  been  sacrificed;  It  It  hodbeen.thebuslnesi  would  not 
bave  continued  24  hours.  And  certainly  there  Is  nothing  unfair  aboutbelngable  logetyourmoney 
back  on  a  ticket  when  jron  are  unable  to  enjoy  the  privilege  you  have  purchased. 

The  consideration  ol  morality  Is  a  queer  point  to  raise  In  the  Interests  of  the  railroads.    The 


tbougb  DO  account  la  gives  of  ^o»  tb 
When  a  railroad  selu  a  round-trlr  * 
bolder  seeks  to  have  it  redeemed  tl 


and  the  only  way  to  get 


people's  property  and  torai  pools.  These  pooli  kill  com] 
weaker  Imes  keep  the  nirlt  of  the  law  by  notadna:  tbe  nn 
of  their  tickets  to  broken  to  dispose  of.  In  this  war  thi 
competition  the  poolingagreementaceks  unlawfully  to  kill. 


, to  cut  oil  the  public , 

way  of  getting  Its  rights  from  the  railroad  companies,  wbtcb  seek  to  withhold  them.  The  lobby  of 
SObwyenthe  eompanlea  sent  to  Washington  to  rush  the  bill  through  wlthont  giving  tbe  blokMt  a 
chance  to  present  (hell  side  of  the  case  deserves  Ignominious  defeat. 

[Addison  (N.  Y.)  Advertiser.] 

Legislative  limacyls  on  appropriate  name  for  what  Is  troabling  some  ol  oar  lawmakers.  A  bill 
lately  Inlraduced  in  tbe  lower  Houie  of  Congress  ts  an  lllustrBtlon  ol  that  malady.    The  author  of 

The  milk  of  tbe  cocoanut  is  compressed  In  the  second  and  third  sectloiuof  the  bill.  The  second 
section  forbids  any  penson,  no  matter  what  may  be  his  condition  or  circumstances,  from  selling  or  In 
any  way  dispotf  DK  Of  a  railroad  ticket  or  mileage  book,  except  by  gift,  and  the  third  section  Imposes 
a  penalty  offliDWand  Imprisonment  for  not  more  than  1  year  tor  a  vIolatloD  thereof. 

Have  railroad  companies  becomeao  helpleta  that  they  need  to  call  la  the  strooK  arm  of  the  Con- 
gren  ol  the  United  States  In  order  to  save  themselves  from  the  burden  ol  carrying  a  poor  man  for  tlie 


„__ , „_„ , „_„ the  public  as  to  Its 

le  Intent,  Is  but  on  eOort  to  aid  rich  and  powerful  corporations  to  resp  a  reward  at  the  expeikse  ot 
•ue  cinnmon  pe(»le. 
The  time  Is  not  faldistaul  when  those  who  do  the  bidding  ot  the  comoiations  and  disregard  tbe 
'  d  them  to  a  poelllon  ol  power,  will  meet  the  con' 
ijorlty  ol  the  present  Congress  may  be  trusted  to 
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[Toledo  (Ohio)  Conunecclal,  Febrasry  8. 1897.) 


uiCIacBlplng  bin.    The 


[Slaunton  (Vs.)  Aigia,  Feb 


Tbe  people  at  laiga  have  not  oAed  uid  do  not  want  auch  &  law.  II  was  conceived  &nd  is  being 
worked  by  and  In  ^le  Intereet  of  the  railroad  companlea,  and  thetnierepresentaOvaof  tbelntereila 
of  the  people  should  vot«<tdawn  In  whatever  fonuitlBpiesented.  All  Flames  would  sufler  fram 
BDchalawBSve  the  wealthy.  The  merchant,  the  oommendal  traveler,  Ihesjlisan,  the  laborer,  Bnd 
middle  clanea  geQerally  recognize  sod  appreciate  the  nvlng  made  them  thmugb  ticket  brokeiue. 
It  means  a  day's  wsgee  to  many  <n  thew  Eight  times.  A  conitltntlonal  gneedon  arises  here— whetuer 
deolulng  a  chceen  vocation  to  be  UlegaJ  la  not  destroying  a  vesWd  Tlghi 

[DaUy  Times-Herald  (Dallas,  Tex.).  February  2, 18»T.] 


There  is  a  bill  peudhiK  In  Cougreea  entitled  "An  act  (OTwulate  commerce/' and  which  has  been 
reported  tevonLbly  by  the  Conimltte  on  Intenlate  sjid  Foreign  Commerce.  The  object  of  the  t>m  Is 
to  pniblblt  the  buslneiB  of  scalping  railroad  tickets  and  to  punish  tbe  party  who  undertakes  soch 

Outside  of  the  question  of  the  constitutionality  oE  eucb  a  measure  ailsesthatof  tb'o  expodleocy  and 
tbejosticeof  the  piopooed  legislation.  The  husinesB  of  the  scalpers  would  seem  to  be  sslegltunate 
as  any  other  avocatlan.  It  Is  truetbat  round-trip  tickets,  mileage  tickets,  excursion  tickeo,  and  the 
like  are  sold  by  the  railway  companies  at  a  discount  nnder  certain  conditions,  but  to  make  the  pur- 
chaser and  the  seller  of  the  unused  transportation  guilty  of  a  crime  la  not  only  going  too  far,  but 
would  be  almmefully  opprevfve  and  onlrs^eoualy  vIolallTe  of  Jnitlce.  The  baker,  the  batcher,  the 
BooeT,thereetauratenr,andotherpeopleBndflimsand  corporate  bodies  do  frequently  issue  return 
tlekels,  coupons,  etc.  They  have  and  set  a  price  upon  Uieli  property  thus  told  In  lump;  they  receive 
the  spot  cash  for  the  same,  witlle  the  purchaser  takes  all  the  chances  of  loss,  In  lis  manifold  ways.  It 
Is  a  neutrality  of  contract  la  one  senee,  and  yet  It  Is  in  many  respects  a  one-sided  affair  lor  the  very 
reason  that  the  buyer  never  gels  value  received  unless  and  until  all  those  chances  have  been  removed 
by  the  posseesloil  or  use  ol 


was  bought  and  paid  for,  whenever  presented.  A  bank  cote  goes  out  upon  the  world,  and  if  A  pre- 
sents tbeoDe-baftoIltandBtheldentlBed  other  one-half,  each  should  receive  the  Quantum  due  to 
each.  And  so  with  a  tnuuportaHon  ticket;  if  a  usee  It  to  a  certain  eitent.  to  one  pcuit,  B  should  in 
^Muitloe  be  allowed  to  use  It  tor  retumiiur. 

iTOm  another  poinl  of  view,  the  oonvenleoce  and  the  saving  to  thousands  of  travelers,  on  whom  It 
Islneumbdit  to  economise  every  dime,  Is  a  matter  that  deserves  cotudderatiou.  Tbe  richer  classes 
and  tlMlaVMed  ones  can  better  afford  to  expend  more,  and  buyatQnt  hands  If  Ihey  choose,  but  to 
the  poorer  these  cut  rates  are  boons,  while  to  those  who  sell  there  Isjust  that  much  saved. 

And  yet,  In  view  of  all  these  things.  It  is  proposed  that  the  groat  National  Congreaa,  mppoeed  to 
represent  the  people,  should  Indulge  in  such  legtslaHan  as  to  make  a  cltlien  guilty  of  a  crime  with 
penitentiary  punishment  simply  because  he  sells  or  buys  an  unused  transporfauon  ticket.  It  would 
seem  that  where  thecompenles  receive  their  quid  proquo  in  advance  and  ^sve  fully  protected  them- 
selves, the  legislation  should  rather  be  for  the  protection  of  the  feebler  Individual  In  getting  back,  in 
some  shape,  what  ho  has  paid  for,  sincti  he,  at  lesst,  has  obtained  nothing  under  false  promlBee. 

There  are  articles  ot  a  siimlar  nature,  many  of  them  very  strong,  Crom  the 
Piqna,  Ohio,  Morning  Diepat^h;  Ueadville,  Pa.,  MessenKer;  Chicago  Evening 
JoTtmal;  Kansas  City  Star;  Syracuse,  N.  Y.,  Evening  Herald;  Salt  Lake  City 
Tribune;  Aikansaa  Gazette;  Charleston,  S.  C,  Post;  Grand  Junction.  Colo., 
Daily^  Sentinel;  Detroit  Evening  News;  Grand  Hapida,  Mioh.,  Herald;  Buffalo 
Evening  News;  Yonngstown,  Onio,  News:  Dallas,  Tex.,  Herald-Timea;  HempbiB 
Commercial  Appeal;  Hagerstown,  Md,,  Morning  Herald;  White  River  Junction, 
Vt.,  Landmark;  Louisville,  Ky.,  Courier- Journal;  Omaha  World-Herald;  Chat- 
tuiooga  Times;  Dwiuth  Evening  Herald;  Di^uth  News  Tribune;  Cleveland  Plain- 
dealer;  Denver  Republican;  Wheeling  Register;  Sioux  City  Journal:  Richmond 
State;  Cleveland  Leader;  Roanoke,  Va.,Tuiea;  Baltimore  Moming  Herald;  New 
York  World;  St.  Louis  Star,  andfrom  other  newspapers  all  over  the  country.  I 
will  simply  file  the  printed  copy,  because  I  wouldT  weary  the  conuuission  by  the 
repetition  of  these  ideas. 

Perhaps  the  strongest  factor  the  advocates  of  the  antiscalping  laws  have  had 
to  cont^d  with  is  the  intense  opposition  to  laws  of  this  character  evidenced 
1^  the  great  masses  of  the  people  and  especially  by  societies  of  organized  labor. 

I  have  here  a  pamphlet  published  in  1898,  when  this  aabject  was  under  discos- 
aion  in  Congress,  giving  the  protests  from  legislatures,  traveling  men's  societieB, 
and,  I  might  say,  ahnoet  every  labor  organization  in  the  United  States,  with  the 
single  exception  of  the  distinctively  raiboad  organizations.  I  recall  a  conversa- 
tion with  the  president  of  one  i^  the  great  railway  labor  organizations.  I  hap- 
pened to  meet  him  by  accident.  I  s^d  to  him.  Why  did  yonr  people  pass  that 
reeolntitHi  askii^  Congress  to  pass  tbe  antiscalping  bill?    He  colored  and  said: 
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"  Well,  the  conductors  aeked  ub  to  do  it . "  After  some  little  conversatdon  he  bronKht 
hie  fist  down  upon  my  ccnnter  and  eaid:  "  When  I  bny  a  railroad  ticket,  t£at 
ticket  1b  mine  and  I  have  got  a  right  to  do  what  i  please  with  it." 

And  although  these  railroad  or^nizatione  have  paseed  resolutions  of  that  kind, 
I  do  not  heUeve  there  is  a  sinsle  individual  member,  who  has  given  the  sabiect 
any  thoaght,  who  does  not  believe  that  when  he  buys  any  railroad  ticket  be  uas 
a  right  to  do  what  he  pleases  with  it. 

S.  (By  Mr,  Kennedy. )  What  are  the  names  of  the  labor  organisations? — A.  I 
give  yon  some  speciallv.  The  American  Federation  of  Labor,  with  a  mem- 
bership of  very  nearly  a  million  at  the  present  time,  I  think — they  claim  to  repre- 
sent 2,000,000 — have  at  their  fanr  last  annnal  conventions  condemned  this  bill 
in  every  ahape.  1  will  give  you  a  epeciiaea.  Two  years  ago  in  Detroit  the  Amer- 
ican Federation  of  Labor  passed  the  following  resomtion  [Keading] : 

Where**  one  o(  the  drat  bills  Inlroduced  In  Ihe  prewnt,  the  Flfly-fouith,  Corntresa  Is  a  meMure 
known  us  an  "  ■.nUecoipfD^"  bill,  the  pravlidanB  of  which  make  Kb  crime  punishable  by  heavy  flne 
ftnd  imprlHiiimenI  for  an/  person  other  ihac  an  agent  Bulhorlieil  by  ■  trannportatlon  compuiy  to 
Mil  a  passaAe  ticket,  or  for  any  person  to  buy  a  ticket  except  from  such  agent;  aud 

WheraablllaofBlmllBr  character  have  been  telure  CongreBs  nearly  every  Beselon  for  the  pant  10 
veara,  urged  solelv  by  the  great  trtwls  and  IIIckhI  Irafflc  atiKiciutlons  and  kindred  Interexta,  and  have 
failed  of  flnal  pa»ag^  becalwe  0(  the  fact  thalln  the  United  HtateB  Senate  and  House  of  Representa- 
tlTes  there  are  sUlI  many  niaunch  champions  of  right  who  have  listened  to  thi 
oiganlsed  labor  and  fought  loyally  fur  (he  liberty  and  property  rights  of  the  i 
lore  be  It 

SaolxKit,  Tbat  the  American  Federation  of  Labor,  I 

bled,  hereby  rcafflrms  the  resolutJoDB  of  tho  scvente „ . 

"sDtiBCBlpitig"  legislation,  and  we  now  call  upon  all  United  Blatea  genaton 
gKm  who  place  the  right*  and  btTt  Interests  of  the  great  maHea  of  the  people 
corporations,  and  monopollea  to  bury  thI*  Infamous  bill,  and  other*  of  like  ob 
so  deep  Ihat  there  will  be  for  It  hereafter  no  reauireclion. 


ThI*  Is  to  certify  that  at  the  twentieth  annual  convention  of  the  Amerloui  FedeiBtlou  of  Laborthe 
following  preamble  and  resolutions  were  unanimously  adopted; 

Whereaa  the  so-called  "antlicalplne"  bill,  whtrb  haa  been  denounced  by  resolutions  In  the  thi«e 
last  annua]  conventlonsof  this  otganuation.  I*  before  the  Committee  on  Foreign  and  InlerMate  Com- 
merce of  both  Housea  of  Congress:  Therefore  be  it 

Re&Aved,  That  tho  American  Federation  o 

Saolitd,  That  the  membcrBOf  our  legl^^lat 

by  all  hooorable  mean*,  the  panage  by  Congnw  of  this  bill,  0 
phnciples. 

Fhank  Uokhiboh.  Secraary  A.  >'.  qfL. 

The  general  assembly  of  the  Knights  of  Labor  that  met  In  BirmiDgbam,  Ala., 
November  18-17, 1900,  adopted  the  following  resolntion  [reading] ; 

Whereas  the  so-called  anllicalplng  hill  was  Introduced  into  both  Houses  in  the  present  secilon  of 
this,  the  Fifty-sixth,  Congress;  and 

Wherea*  this  bill  propose*  to  make  criminal  and  punish  by  lienvy  fine  and  imprisonment  the  act  of 
selling  a  railway  Uckel  unless  the  party  so  selliT^g  nas  written  authority  from  a  corporstloa  control- 
llnKrulways;  and 

whereas  the  provialous  of  this  bill  would  convert  an  laaocent  act  into  a  new  crime  or  take  frran 
the  cltlien  hi*  liberty  and  rights  of  property  giiaraniecd  under  the  Constitution,  Invest  corporations 
with  ■sovereign  andoppreadve  power,  strip  the  State  of  Jurisdiction,  and  confer  it  upon  IheFedersl 
coorM;  Therefore  be  It 

Sttohied.  That  the  order  of  the  Knights  of  Labor  In  general  convention  assembled  denounces  this 
bill  a*  a  strictly  corporation  measure,  designed  to  throttle  cnmpeililon.  make  ea*y  the  maintenance 
of  pool  anrl  Illegal  tcaflic  associations  and  combinations,  abd  to  force  those  who  pay  railway  fares  to 
robmlt  to  the  prices  fixed  by  th —  • 


Raolvcd,  That  we  hereby  enter  an  earnest  and  emphatic  protest  against  the  passage  of  this  bill  or 

ly  other  measure  embodV^ng  Ihe  same  principle*,  and  urge  all  members  of  CoDgren  who  desite 
-^  truly  represent  the  people  to  use  their  beat  efforts  to  prevent  a  measure  so  antagonlstle  to  all  right 
and  Justice  from  becoming  a  law. 

JIUDltvil,  That  the  secretary  be,  and  Is  hereby,  instructed  to  mall  a  copy  of  these  resolutions  to  each 
member  of  Congrete. 

The  National  Bnilding  Trades  Conncil  of  America,  in  convention  at  Milwankee, 
passed  the  following  resolutions  Jannary  12,  1900  [reading] : 
-  To  whom  11  may  concern: 

Tbe  following  Isa  copy  ol  the  preamble  and  resolutions  passed  by  a  unanimoua  vote  of  the  National 
Building  Trades  Council  of  America  January  IS.  while  assembled  In  annual  cohveotlonatUilwankee, 

Whereas  there  has  been  Introduced 
tresnnan  Hhermati.  of  New  York,  in 

Whereas  the  purpose  of  these  bill*  Is  to  abolish,  thiough 
selling  railway  passage  tick  els  at  reduced  rates,  and  force  uj 
rates  ilzed  by  illegsl  pools  and  liaISc  aatoclatlons;  and 
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Whereu  tbtsae  bills  provide  e 


America. 
EuolMdi  That  the  lecretary 


.t  the  KatloDal  Building  Tmdee  Council,  in  this  its  aoDual  conreatlon  ugembled, 
ilia  to  be  tiust  measures  ol  the  mwc  offendre  chBrarler;  that  it  la  clan  legtslaUon, 
IS  menace  to  the  liberty  of  American  citlzeni  and  to  individual  propertv  righta. 

, I  wc  requeel  all  labor  organliationa  and  kindred  intereaU  to  uoite  wiUi  us  ia  oigliu; 

upon  CoogreM  the  Intenae  opposition  to  thia  obnoiiona  trust  measure  felt  by  the  wag^^amen  (M 

Ra 

The  printers  and,  in  fact,  all  of  the  great  labor  organizationB  of  this  conntry  have 
adoptM  aimilar  reBolntions. 

Now  I  wish  to  refer  to  matters  and  statements  that  have  been  niade  before 
this  conimiBsioB.  In  looIdnK  orer  the  testimony  of  several  distingnistaed  railroad 
men  who  have  appeared  and  testified,  I  find  the  only  case  where  anything  like 
nveciflo  charges  against  the  practice  of  ticket  brokerage  have  been  made  is  in 
the  teetimonyof  Mr.  Blanched.  I  will  try  to  reply  to  these  charges  in  the  same 
order  in  which  they  appear  in  the  printed  proceedings. 

As  to  the  statement  that  the  laws  of  10  States  prohibit  ticket  brokerage,  it  is 
stifficient  to  reply  that  in  36  States  the  legislatures  have  ref nsed  to  pass  similar  laws, 
that  in  2  of  the  10  States  where  anch  laws  have  been  passed  the  highest  courts  or 
the  States  have  declared  the  acts  nnconstitntional,  and  that  in  the  8  States  where 
the  law  exists  it  is  inoperative.  As  to  the  fact  that  a  law  exists  in  Canada  pro- 
hibiting ticket  brokerage,  I  will  say  that  at  the  time  this  law  went  into  effect 
there  were  bnt  3  brokers  m  the  Dominion,  3  in  Toronto  and  I  in  Montreal.  No 
resistance  conld  be  organized  to  show  the  case  from  the  standpoint  of  the  broker. 
Btit  at  that  time  and  for  many  years  after  the  Canadian  roads  openly  paid  com- 
missions to  brokers  in  the  United  States  and  it  is  probable  they  are  doing  so  to- 
day. The  traffic  in  tickets  by  individual  passengers  and  by  hotel  clerks  is  common. 
I  liave  never  heard  of  a  prosecution  tmder  the  law. 

The  advocates  of  an  "  antiscalping "  law  have  laid  great  stress  npon  the 
recommendation  of  the  Interstate  Commerce  Commission,  in  December,  1896, 
that  a  law  be  enacted  prohibiting  the  sale  of  interstate  paasa^  tickets  except  by 
authorized  agents  of  the  railways.  That  was  4  years  ago.  Iliree  annual  reporto 
have  since  been  filed  by  that  commission.  All  the  principal  subjects  relating  to 
truisportation  have  been  exhaustively  treated  in  these  reports,  except  that  of 
ticket  brokerage.  This  omisBion  appears  very  significant.  It  is  not  the  result 
ckC  accident  or  oversight.  The  commission  has  chosen  to  ignore  the  snbject.  Is 
it  not  probable  that  a  closer  acquaintance  with  the  objects  and  methods  of  those 
who  are  so  loudly  calling  for  the  scalp  of  the  broker  has  taught  them  the  error  of 
their  earlier  judgment,  and  convinced  them  that  the  power  an  antiscalptng  law 
would  place  in  the  hands  of  the  managers  of  the  great  pools  and  traffic  associa- 
tions conld  be,  and  would  be  used  to  the  detriment  of  the  x>eople? 

Mr.  Blanchard  Bays  in  his  testimony  that  the  best  moral  sense  of  all  the  com- 
mercial world  is  against  the  business  of  ticket  brokerage.  To  give  the  commis- 
sion an  idea  of  bow  the  "best  moral  sense  of  the  great  commercial  world  "  was 
secured,  I  call  your  attention  to  the  following  circular,  which  was  sent  out  from 
this  city  by  a  committee  employed  to  urge  upon  Congreaa  the  passage  of  the 
so-called  " anti scalping "  bill  during  the  session  of  1897-to  [reading]: 

"Antiscalpinq  Bill  Hkadquartebs,  Shorehau  Hotel, 

■'Waehington,  D.  C,  December  10, 1S97. 
"Mr.  L.P.  Farmer, 

"  Commissioner,  14s  Liberty  street.  New  York. 
"Mr.  N.  E.  Weeks, 

"  Chairman  JV.  E.  Passenger  Association,  Boston,  Mass. 
"Mr.  F.  C.  I>ONALD, 

"  Commissioner,  Central  PasKenger  Association,  Chicago, 
"  Mr.  B.  D.  Caldwell, 

"  Chairman  Western  Passenger  Association,  Chicago. 
•'  W.  W.  Kent, 

"  Chairman,  7S3  Security  Budding,  St.  Louis. 
"Joseph  Richardson, 

"  Chairman  S.  E.  Passenger  Association,  Atlanta,  Oa. 
"Qentlbhek:  The  House  Committee  on  Interstate  Commerce  will  g^ive  a  hear- 
ing on  the  antiscalping  bill  on  Friday,  December  17.    This  committee  consists  of 
17  members,  8  of  whoin,  viz,  Hepburn,  Fletaher,  Sherman,  Wanger,  Joy,  Coiliss, 
Bennett,  and  Stewart,  served  in  the  Fifty-fourth  Congress  aad  were  favorable  to 
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The  other  9  members,  viz,  Siiapkiiie,  Davy,  Henrichseit,  Adameou, 
Barham,  Hawley,  Maim,  McAleer,  and  Davis,  are  new  memberB  who  have  as  yet 
been  untried,  and  on  those  latter-named  gentlemen  it  ia  absolntely  necessary  that 
oU  possible  inflaence  be  brought  to  bear  by  tele^ams  or  letters  before  the  date  of 
meeting  to  aeoare  their  favorable  cooperation  m  passing  the  bill  favorably  from 
the  committee  to  the  House  calendar.  Can  I  therefore  suggest  that  yon  will  pro- 
mulgate this  information  to  each  and  every  member  of  your  asaociatioD,  in  order 
that  they  may  take  immediate  action? 

' '  I  would  also  re<inest  that  uorrespondence  be  opened  at  once  with  the  president 
or  secretary  of  each  and  every  society, organization, etc., reqnestinK  reduced  rates 
for  conventions  and  meetings,  with  a  view  that  you  secnre  the  aid  of  said  organ- 
izations inpassing  favorable  resolutions,  addressed  to  SenatorCuUom  and  Eepre- 
eentative  Hepburn,  and  alao  for  individual  letters  from  prominent  members 
of  said  organizations,  addressed  to  their  respective  Senators  and  Representatives, 
and,  BO  far  as  possible,  keep  this  office  advised  of  action  taken. 

"  The  enemy  are  sending  in  petitions  from  minor  labor  organizations  and  letters 
from  country  merchants  and  various  persona  in  opposition  to  the  bill." 

(1  kiutw  in  Hichigan  we  had  everyone— the  legishitnre  and  the  governor,  every 
commercial  organization  in  the  city  of  Detroit,  the  mayor  and  city  council,  the 
board  of  trade,  the  merchants  and  mannfactnrers'  exchange,  all  of  tne  banks,  and 
all  of  the  commercial-traveling  and  labor  organizations— protecting  against  this 
bUl.  I  do  not  know  whether  »iey  would  resent  the  imputation  that  they  were 
conntry  merchants  or  not.) 

[Reading:]  "Aft«r  action  on  the  ITth  it  may  be  necessary  to  again  organize 
throughout  the  country  for  an  aggressive  campaign  in  securing  petitiona  in  every 
town  along  the  lines  of  railways. 

' '  Shoula  this  plan  be  adopted ,  and  I  hope  it  will,  it  would  be  wise  to  have  each 
local  agent  inatructed  to  secure  at  the  head  of  each  petition  the  name  of  the  most 
prominent  man  in  his  town,  inasmuch  as  the  Congresaional  Record  reprints  the 

petition,  as  follows;   'Petition  from  John  Brown  and  35  other  citizens  of 

tOMrn.'  You  will  understand  by  this  that  the  leading  man  should  be  one  of  influ- 
ence, in  order  to  command  attention.  The  agent  should  also  be  instructed  to 
totalize  the  number  of  names  on  each  petition  and  forward  a  postal  card  to  this 

bureau,  stating  as  follows:  '  Petitions  of  John  Brown  and others  forwarded 

to  Senator and  Repreaentative this date.'    This  ia  esaential, 

inasmuch  as  we  propose  watching  the  Record,  and  if  within  a  reasonable  time  the 
petition  ia  not  shown  in  the  Record  we  will  undertake  to  follow  it  up  by  a  personal 
canvass  and  secure  its  recognition. 

"  This  work  is  most  useful,  an  from  time  to  time  we  are  enabled  to  show  the 
chairman  of  the  committee  in  the  House  and  in  the  Senate,  or  the  Senator  or 
Member  in  immediate  charge  of  the  hill,  the  totalization  of  people  who  are  in 
favor  of  the  meaaure." 

(This  shows  the  methods  by  which  the  petitions  in  favor  of  the  passage  of  that 
bill  were  obtained.  An  agent  of  a  railtoad  company  in  a  country  town,  probably 
the  most  important  man  in  the  town,  had  InstmctionB  to  obtain  these  signatures 
and  he  got  them;  his  job  depended  upon  it. ) 

[Reamng:]  "The  cooperation  of  the  clergy  ia  essential,  provided  they  largely 
dwell  upon  the  fraudulent  character  of  the  ticket-scalping  business;  fuso  from 
leading  merchants,  manofacturers,  editors,  and  other  influential  citiaens. 

"  If  we  could  receive  copies  of  letters  from  the  most  influential  cleivymen  and 
merchants  for  pnbUcation  in  circular  form  it  would  be  moat  beneficiaL 

"  The  scalpers  are  here  in  force  and  are  systematically  organizing  a  strong 
opposition." 

(The  force  of  the  "  scalpers  "  consisted  of  two  men ,  representative  ticket  brokers. 
One  was  from  Chicago  and  one  from  St.  Louis.  They  were  here  simply  to  pre- 
sent the  case  before  the  committees  of  Congress  and  to  explain  the  bnalneea  of 
ticket  brokerage,  of  course,  to  any  members  who  might  be  willing  to  listen  to 

{Reading:]  "I  trust  that  all  members  of  your  associations  will  not  overlook  the 
tact  that  unless  the  bill  ia  passed  in  both  Houses  this  session  it  will  be,  in  our 
opinion,  almost  impossible  to  secure  favorable  action  for  some  years.  After  the 
close  of  this  session  the  members  then  commence  a  strong  canvass  for  reelection, 
and  unless  the  feeling  is  overwhelmingly  expressed  in  our  favor  they  will  be 
tnkewarm  in  order  to  avoid  criticism  from  the  opponents  of  the  measure  in  their 
reapective  districts." 

(It  cost  votes,  and.  as  I  explained  in  my  testimony  before,  the  two  notable 
attempts  that  have  been  made  to  pass  this  bill  were  sprung  directly  after  an  elec- 
tion. A  Congressman  then  had  two  years  before  bini  anyway,  and  his  conatituents 
would  probably  forget  all  about  it  before  the  next  election.) 
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[Readiag;]  "  We  would  also  reai>ectfally  request  that  all  general  poaeenger 
agents,  in  aadition  to  the  instmctions  given  to  local  agents.  wUl  thoroughly  can- 
raaa  the  matter  with  the  traveling  passenger  agents  to  promulgate  thie  measure 
throughout  the  country,  secnrinK  whatever  aid  they  can  with  busmess  people 
generally,  and  also  to  closely  worlE  up  the  matter  with  local  agents. 

"  In  order  to  thoroughly  acquaint  the  traveling  gaaaenger  agents  with  the  hill, 
principles  of  same,  etc.,  we  would  snggeat  that  each  general  passenger  agent  call 
nis  force  together  and  advise  them  lully  upon  the  necessity  of  careful  and  ef&- 
oient  work. 

"At  some  length  we  have  outlined  the  general  work  reauired,  feeling  assured 
of  the  hearty  cooperation  of  all  officials  of  the  railroads  tarougliont  the  United 
States. 

"Very  truly,  yours,  "M.  C.  Roach, 

"  Jas.  V.  Mahonbt, 

"Bureau  Com." 

Mr.  Blanchard  makes  reference  to  the  bosiness  of  stock  and  merchandise  bro- 
kers, that  they  deal  only  with  principals,  and  that  ticket  brokers  are  independent, 
and  therefore  there  is  no  means  of  regulating  them,  etc.  I  reply:  While 
stock  and  merchandise  brokers  may  originally  deal  with  principals,  do  these 
agents  retain  control  over  the  commodities  they  handle  after  receiving  the  price? 
Bailroad  tickets  are  &rat  purchased,  of  course,  through  authorized  sources;  bat 
the  advocates  of  the  antiscalpin^  bill  would  try  to  still  retain  control  over  tJ^t 
property  after  it  passes  from  their  hands. 

He  says  further:  In  order  to  sell  cheaper,  the  brokers  mnst  get  the  tickets 
cheaper,  and  therefore  it  is  a  violation  of  law,  because  railroads  are  compelled  to 
file  their  rates.  This  argument  carries  with  it  the  proposition  that  the  acts  of 
trafSc  associations  must  nave  the  sanction  of  law. 

It  is  well  understood  that  the  rate-making  power  has  been  taken  out  of  the 
hands  of  the  ofHcers  of  individual  roads.  A  railroad  may  not  even  run  an  eicur- 
sion  without  the  consent  of  the  passenger  association  of  which  it  is  compelled  to 
be  a  member. 

Therefore,  according  to  his  logic,  when  a  rate  is  made,  that  is  the  law.  The 
man  who  cuts  that  rate  is  a  violator  of  the  law.  "  The  king  can  do  no  wrong," 
and  we  should  meekly  bow  to  the  dictates  of  rate-making  associations. 

He  says  again  that ' '  every  dollar  they  realize  belongs  to  some  railway  company 
or  passenger  who  has  been  wronged  to  that  ezt«nt." 

After  having  received  its  price,  how  can  a  railway  be  wronged?  And  how  can 
a  passenger  be  wronged  who  voluntarily  sells  his  ticket  to  a  broker,  and,  as  an 
almost  invariable  rale,  receiving  more  for  it  than  the  redemption  bureau  would 
allow  him? 

The  method  of  redemption  is  to  deduct  for  the  part  of  a  ticket  used  the  regnlar 
local  fare  and  return  to  the  passenger  whatever  diSerence  liiere  may  be.  I  will 
get  to  that  later,  showing  what  value  the  redemption  bureau  would  be  ordinarily 
to  a  passenger  who  has  a  ticket  be  can  not  use. 

Mr.  Blanchard  says  (Report  of  the  Industrial  Commission,  Vol.  IV,  p.  622) 
[reading]: 

"  Proceeding  from  these  fonndation  principles,  we  oppose  scalping: 

"(a)  Because  its  cessation  means  the  stoppage  of  many  secret,  fraudulent,  and 
ille^l  practices,  which  create  undue,  unreasonable,  and  nnauthorized  discrimi- 
nations in  the  passenger  fares  duly  made,  published,  posted,  and  filed  according 
to  law." 

I  reply  that  the  cessation  of  ticket  brokerage  means  the  destruction  of  compe- 
tition. The  broker  in  some  degree  prevents  discrimination  by  the  very  publicity 
of  his  business.    Discriminations  are  going  on  constantly  in  the  ofBces  of  r~ 


Mr.  Blanchard  further  says  [reading]:  "(b)  Because  resold  tickets  cut  the  local 
fares  from  the  points  where  they  are  sold,  and  thereby  produce  fares  and  differ- 
ences in  fares  not  intended  or  authorized  by  the  railroads  and  forbidden  by  law. 
To  that  extent  they  create  unjustifiable  preferences  between  persons,  localities, 
and  also  to  trade  bodies,  conventions,  and  other  associations  movinginlargentim- 
bera,  by  extending  the  reduced  fares  granted  to  such  bodies  to  persona  not  entitled 
to  receive  or  use  them." 

Is  this  not  a  distinct  advantage  to  the  public?  After  receiving  its  price,  can  the 
railway  be  improperly  injured?  The  law  requires  that  excursion  rates  shall  be 
available  to  the  general  public.    After  selling  tickets  and  providing  acoommodft- 
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tiooB,  the  lailway  can  not  be  injured  by  A  riding  on  the  ticket  Bold  to  B.  As  a 
matter  of  fact,  roand-tri^  tickets  are  neveT  questioned  on  the  going  trip.  It  is 
only  the  retom  parta  of  tickete  that  railroads  try  to  repndiate, 

I  nave  in  mina  a  case  that  I  noticed  particniarly  on  an  overland  trip  to  Cali- 
fornia— on  the  return  trip.  The  ticket  coUector  on  the  train  came  to  me  in  great 
§lee  and  said,  "I  have  jnst  made  $15;  I  have  canght  3  'scalps.'"  "What  were 
ley?"  "  Why,"  explained  the  collector,  "there  are  3  passengers  on  this  train  that 
have  tickets  that  I  refnsed  to  honor  and  have  taken  up,  and  I  get  $5  apiece  for 
each  ttckets."  "What  was  the  matt«r  with  them:  were  they  fraudolent?"  "Oh. 
no;  but  they  had  not  been  properly  esecnted.  or  Bomething  of  that  kind,  and. 
according  to  the  contract,  the  company  does  not  have  to  accept  them." 

I  looked  up  the  cases,  and  I  found  that  in  every  case  the  tickets  had  been  prop- 
erly purchased;  at  least  the  fnllfareof  the  ronnd-triptonrist  rate  had  been  given. 
One  case  in  particular  I  remember.  A  young  man  with  his  sister  had  gone  from 
Minneapolis  to  California,  purchasing  i  ronnd-trip  tickets,  8  months'  tickets,  and 
the  lady  had  signed  the  2  tickets.  The  name  I  have  forgotten.  Going,  the 
tickets  were  not  questioned.  On  the  return  journey  it  was  ndceBsary  f  or  the  lady  to 
return  first.  She  went  to  the  proper  of^e  andsigned  her  name  to  both  the  tickets, 
as  she  had  done  when  purchasing  them  originally,  and  they  were  stamped  hy  the 
agent.  When,  a  few  days  later,  the  brothertookthetrain.nis  ticket  was  refused, 
no  eicnse  would  go,  and  his  ticket  was  confiscated  and  he  was  compelled  to  pay 
the  local  fares  from  point  to  point,  and  local  fares  West  are  very  high.  He  was 
not  instructed  how  to  get  his  money.  I  told  him  (when  he  got  to  his  destination, 
if  he  had  money  enough)  how  to  apply  for  a  refiwid.  In  that  way  the  company 
received  tvrice  tne  fare. 

Mr.  Blanchard  said  [reading];  "(c)  Because  the  clodnp  of  unanthorized  bro- 
kers' offices  would  doubtless  stop  the  mdncements  now  existing  to  Bt«al,  alter,  forge, 
counterfeit,  or  plug  tickets,  or  issue  tickets  bearing  fictitiouji  indorsements  as  to 
extensions  of  time,  and  would  also  curb  or  prevent  the  sales  of  passes,  advertising, 
editorial,  and  mileage  tickets  hy  sellers,  buyers,  and  reissuers.  It  is  also  to  be 
emphasized  that  it  would  substitute  anthorized  and  accurate  information  to  the 
traveler,  for  the  false  representations  now  constantly  made  by  brokers  in  order  to 
sell  their  tickets,  in  respect  of  routes,  time, change  or  cars,  sleeping  cars,  checkii^ 
of  baggage,  connections,  etc.  Recent  tests  show  the  great  extent  to  which  this 
misrepresentation  still  exists. 

"  I  would  like  to  say,  in  connection  with  this  subject,  that  the  ticket  offices  of  ^he 
scalpers  in  New  York  were  visited  recently,  and  in  nearly  all  of  those  visited  nntme 
or  misleading  reprenentations  were  made  in  some  ref;ard  as  to  connections,  time, 
or  some  other  fact  in  connection  with  the  actual  facilities  of  travel." 

There  are  laws  in  every  State  against  stealing  and  forging.  If  the  laws  we  have 
"-e  not  considered  sufficiently  stringent  to  correct  such  abuses,  we  make  no  objec- 


qualified  and  ismore  disinterested  in  giving  accurate  information  than  the  author- 
ized agents  of  rival  lines. 

The  confidence  and  good  will  of  his  patrons  are  very  essential  to  his  success. 
He  must  he  obliging  and  truthf  nl  as  a  matter  of  business. 

It  is  a  very  common  e^ierience  in  the  ofHces  of  brokers  to  have  travelers  who 
are  already  equipped  with  tickets  ask  for  information,  claiming  that  the  regular 
agent  was  either  too  busy  or  too  indifferent  to  give  theni  attention. 

In  the  commission's  report  of  the  testimony  of  Mr.  Blanchard  the  following 
occurs  rreading];  "Q.  (By  Professor  Johnson.)  How  could  you  get  at  such 
information? — A.  By  sendmg  persons  to  the  scalpers'  offices  to  ask  if  such  and  such 
lines  made  certain  connections,  or  did  this  or  that;  would  such  and  such  tickets  be 
accepted  on  certain  trains,  etc.;  the  time  of  trains.numberof  times  transfers  took 
place,  and  information  of  that  general  kind. 

"  (^.  And  you  know  from  sending  for  that  information? — A.  Yes." 

This  reference  by  Mr.  Blanchard  to  the  spotter  opens  up  a  subject  upon  which 
volumes  could  be  written.  He  is  the  useful  tool  of  tne  rate-making  pNOwers  and  the 
traffic  pools.  A  fair  idea  of  his  methods  and  the  way  that  professional  liars  are 
made  of  people  who  would  prefer  to  be  honest  may  be  gained  from  the  following 
article,  clipped  from  the  Chicago  Daily  News  of  Jane  7, 1000  [reading] ; 


Old  and  nan  methoda:  In  yeata  irone  by  mch  individual  mllroad  companr,  when  It  thought  the 
tronenU  paaBengeragentofaimther  line  was  mftnlpultttftig  the  matfcet  through  aome  (rlendly  acalper, 
Daed  tncoaalahoutTnadllaUiryaortoI  wBVand  And  out  what  he  could,  and  thctmliarp  Lvttiin  would 
B;  back  sod  forth  making  Becusatlona  itgalnnl  competitors,  and  Uieie  the  aHatt  would  end.    Now  ail 
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»f  which,  the  U 


«r  Aasodatloa.  wblcb  1b  nude  up  oI  all  the  lines  nimiltif  west  (rom  Chicago  uid  gorecnlnc 
...  _  roadi  reaching  to  the  Southwest  dnd  NorthireBl.  The  other  it  the  Centnl  ntnenser  A«od£ 
tlon,  which  coQtnila  the  doings  of  Ihe  Eastern  tt^nk  lines  and  slra  tfaoaa  retchlns  tathiohlo  River. 
Keeping  tab  on  the  "market:"  TotheseoisiuiliatlonSidiirlngChe  past 8  yean, hftve  been  tclegated 
the dutle*  of  keeping  lab  on  the  "market,"  as  the  scalpen are  designated.  Each  y«u  the  chalraien 
of  these  two  associations  have  duC  Into  effect  more  eip^  methods  of  spying  out  the  conditions  as 
regards  the  abuse  of  railway  (Ickels  and  passes,  until  the  biokers  now  freely  admit  that  the  system 
oresplonase  Is  so  strict  that  It  very  seriously  handicaps  their  buslnen  and  subjects  them  to  a  luge 

Not  only  does  this  system  of  "testing  Ibe  market"  apply  to  Chicago.  It  Is  so  extensive  that  It 
Inolndea  sJl  olher  cities  and  towns  of  any  Importance  where  scalpers  thriye,  and  such  cities  as  Omaba, 
Denver,  Kansas  City,  EC  Paul,  and  Minneapolis.  St.  Louis.  Cincinnati,  and  all  places  where  conren- 
tlonaol  any  Importance  ere  held,  are  as  closely  watched  under  the  direction  ol  the  bead  of  the  paa- 
Bowei  asBOctatlbn  as  Is  Clark  street  In  Chlca^.  the  hotbed  of  all  llcket  broken. 

The  "apotten"  employed  for  making  the  testa  ate  usually  men  furnished  by  some  oneol  the  pri- 
vate deteotlve  agencies,  and  oftentimes  special  details  of  women  sre  asked  for. 

When  the  agents  are  not  bom  a  detective  agency,  some  of  the  clerks,  youog  men  and  wranen 
employed  In  the  mileage  bureaus  of  thcassoclatToDa.aresentouton  Che  street  and  are  Initialed  into 
the  business  unless  they  make  decided  objection  lo  the  work. 

6ndh  tickets  as  are  picked  up  by  the  operaton  are  turned  Into  the  aaoclatlon's  offlce,  and  then  the 
chalnaaa  proceeds  lo  notify  the  roads  by  which  they  were  Issued  that  a  certain  ticket  of  a  oertaln 
kfnd  bas  been  found  lo  the  street,  and  the  road  is  requested  lo  remit  for  lis  full  tariff  valne.  This  Is 
In  the  cases  of  edllorlal  and  balrrate  tnnspoitatlDn.  la  the  case  of  passes.  Iromense  nnmben  Of 
which  get  Into  Ihe  bands  ol  the  brokers.the  parties  or  concerns  to  whom  they  were  given  ar*  '' — '~ 
placed  on  the  BtKjalled  "confidential  list,"  whlth .....•..-i. —-/ ,.....,._, 

As  regards  free  transportation  by  the  scalpers,  It 

handle  this  buslueas,  the  more  reputable  ones  refusing  lo  bi 


their  work  In  one  Hold,  (hey  are  sblpped  to  another  city,  and  the  testing  of  the  street  Is  taken  up  tfaei 

"' te  they  are  used  as  so  many  "spotters"  on  the  train  conductors,  the  paHengerassoclallonsal 

e  In  touch  with  the  ttanaportauon  that  Is  handled  by  conducton  on  r—'— 
ture  of  this  Hating  the  market  which  perhaps  Isnotsenerallyknottx 

s  hiokeiB  tbe  hudest.  Is  the  llfllng  of  the  mileage  t^kets.    All  such 

market  are  conSscaled  by  the  two  passenger  associations,  and  In  a  year's  lb 


il  Ia«  to  the  brokers,  who  are  Just  so  much  out  of  pocket.  When  vary  severe  tests  of  the  mar- 
being  made,  the  associations  oftentimes  gel  oulafders.  In  the  guise  o]  traveling  men,  lobelp, 
this  manner  much  mileage  Is  secured  from  the  scalpen  wbloh  otherwlBe  they  would  not  let 

go.  because  bf  tbeir  fear  of  the  "spotten" 
This  Innovation  of  recent  yean  pnt  Into  effect  by  the  railroads  has  practloally  clipped 

the  broker  clement  and  hasbadtbe  eaeclof  driving  many  of  them  oat  of  the  boslneai." 


because  bf  tbeir  fear  of  the  "spocten" 

This  shows  a  method  that  is  jd  yagae  with  some  of  tlie  more  tmscmpnloiis 
roads.  It  ie  but  fair  to  say  tbat  there  are  railroads  or  maiia«ere  of  raOroaos  who 
are  opposed  to  ua  from  a  ouaiiiess  standpoint,  who  are  too  Honorable  to  stoop  to 
soch  methods.  But  with  the  tinscnipaloas  the  ticket  broker  is  helpless.  He  puts 
out  a  mileaRe  book  and  has  to  gnorantee  it  to  the  passenger;  the  man  may  ae  a 
spotter,  and  come  back  with  a  receipt — ticket  taken  ap  by  the  conductor — oU 
loet,  and  the  valne  must  necessarily  be  refunded;  and  this  article  says  it  goes  into 
the  treasury  of  the  great  trafdc  association  and  catiaes  annually  a  great  loss  to  the 
ticket  broker, 

Mr.  Bla&chard  says  [reading] :  "  (d)  Because  scalpers  have  induced  some  con- 
dnctoTs  not  to  cancel  tickets  taken  up,  in  order  that  they  may  reseU  them  in  their 
scalping  offices — and  sometimes  more  than  once — for  their  joint  benefit." 

In  an  experience  of  19  years  I  have  personally  known  of  but  three  or  four  cases 
of  this  kindand  I  had  the  satisfaction  of  reporting  them  to  the  railroads  intereated. 

Mr.  Blanchard  says  [reading]:  "'e)  Because  they  have  corrupted  clerks  and 
ticket  distributors  in  some  raflway  general  oflQces  by  inducing  them  to  purloin 
and  dispose  of  irregularly  issued  tickets  for  a  consideration." 

Such  thin^  have  no  doubt  occurred,  bat  if  common  among  brokers  the  spotter 
system  of  railways  would  soon  unearth  the  scandal.  I  have  seen  no  evidence  that 
such  customs  are  at  all  prevalent  in  all  the  information  laid  before  legislative 
bodies  during  the  past  10  years. 

In  that  connection  I  want  to  call  yonr  attention  to  a  specimen  of  the  sort  of 
ailment  that  is  used  against  ticket  brokers.  In  this  little  pamphlet  entitled 
Museum  of  Ticket  Scalping  Iniqnity,  are  shown  tickets  that  were  some  of  them 
iflsued  10  years  ago;  photographs  of  the  tickets  showing  the  methods  by  which 
they  were  used — by  which  cbanfjes  were  made,  tickets  plugged,  etc.  In  all  this 
allied  evidence  there  is  but  one  smgle  case  where  a  direct  charge  is  made  against  a 
broker;  bntitsays  "ascalperdid  soandso;"  " thiswosdonehy  abroker."  There 
is  only  one  case,  ae  I  remember,  where  a  name  is  mentioned,  and  in  that  case  the 
man  was  exonerated  by  the  courts. 

This  pamphlet  came  out  about  two  years  ago,  and  was  issued  by  the  central 
anttecaiping  committee,  of  Chica^.  Quite  recently  an  exact  counterpart  of  the 
greater  part  of  this  pamphlet,  this  time  purnorting  to  be  issued  by  the  National 
Association  of  Merchants  and  Travelers  of  Chicago,  has  appeared. 
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It  Beems  to  me  a  sinffular  thing  that  m«n  as  ehrewd  as  the  paeeeiwer  agente  and 
mana^ra  of  raUways  should  try  to  tue  this  sort  of  thing  as  eyidencebef ore  a  body 
of  men  of  aa  high  intelligence  as  United  States  Senators  and  members  of  the 
House  of  RepreeentativeB,  when  the  pretended  evidence  would  not  convict  any 
one  of  wrongdoing  before  a  uonntry  justice  of  the  peace.  Of  coarse  I  can  not 
aajr  that  none  of  these  specimens  were  used  by  a  ticket  broker,  bnt  I  know  some- 
thing of  the  class  of  men  that  are  employed  by  railroads  to  get  evidence,  and  I 
know  that  these  men  are  entirely  capable  of  making  evidence  if  they  can  not  get 
it  bv  any  other  means. 

This  is  a  specimen  of  the  class  of  charges  that  are  brought  against  ticket  brok^v. 
How,  in  trying  to  combat  these  false  representations,  we  are  absolutely  helpless. 
Statements  will  be  published  in  the  newspapers  that  such  and  such  a  person  was 
defratided  by  a  "  scalper;"  his  ticket  was  no  good.  The  name  of  no  broker  is  used, 
and  there  is  no  chance  for  a  libel  suit.  A  year  ago  in  St.  Loais  a  newspaper  came 
out  with  a  very  scathing  article  against  ticket  brokers,  calling  them  rogues  and 
thieves.  Two  or  three  ticket  brokers  in  that  city  brought  suits  for  damages  for 
libel,  bat  they  were  thrown  out  of  court  becanse  the  charge  was  general— no  par- 
ticnlar  person  had  been  mentioned.  We  have  to  snffer  tuat  sort  of  pereecation 
and  are  helpless. 

Hr.  Blancbard  says  [reading]:  "(/)  Becanse  many  scalpers  operate  in  clear 
violation  of  law.  notably  in  10  States  wherein  they  nullify  the  statutes  thereof." 

This  has  been  replied  to  before.  It  may  be  well  to  refer  to  recent  cases  in  the 
city  of  Philadelphia  where  4  hotel  clerks  were  fined  2200  each  for  handling  rail- 
road tickets.  Of  all  the  cities  in  this  great  Union  Philadelphia  is  the  only  one 
where  a  citizen  can  be  fined  in  conrt  and  rest  onder  the  fear  of  imprisonment  for 
the  sale  of  a  railway  ticket.  I  know  nothing  of  the  merits  of  these  cases,  but 
from  published  reports  the  onlv  offense  committed  bv  these  young  men  was  that 
of  disposing  of  tickets  handed  them  by  guests  of  their  hotel,  the  transactions 
being  greatly  similar  to  the  transaction  illustTated  to  this  commission  by  Presi- 
dent Stickney  when  he  sold  his  ticket  to  Big  John  in  the  Grand  Pacific  Hotel  in 
Chicago. 

Ur.  Blanchard  says  [reading]:  "(g)  Becanse  many  scalping  offices  are  in  the 
nature  of  fences  or  pawnshops,  both  of  which  latter  are  subject  to  legal  or  police 
r^ulatione  and  examinations,  wliile  scalpers'  offices,  being  used  for  similar  pur- 
poses in  another  commodity  escape  such  wf^n^ards  against  misuse  and  fraud!" 

In  many  of  the  cities  of  this  coontry  ticket  brokers  are  licensed.  This  license 
has  often  been  solicited  and  secured  by  brokers,  who  by  this  means  have  sought 
to  keepout  undesirable  characters. 

Hr.  slanchard  says  [reading]:  "{h)  Becanse  the  railroad  companies  are  held 
responsible  for  disturbing  passenger  conditions,  which  they  disapprove,  and  wliich 
they  ask  the  aid  of  law  to  eftectnally  resist  and  prevent." 

If  railroads  contend  that  ticket  brokers  are  responsible  for  disturbing  passenger 
conditionB,  how  do  they  account  for  disturbed  conditions  in  freight  traffic  where 
brokers  do  not  operate? 

Hr.  Blanchard  says  [reading]:  "({)  Because  scalpers  incite  railroad  wars  and 
reprisals  as  the  best  means  by  which  they  can  procure  the  greatest  number  of 
tickets  at  the  lowest  cost,  and  by  shifting  their  business  from  one  road  to  another 
and  by  worldng  in  conjunction  with  other  unauthorized  or  pliable  agencies,  they 
have  frequently  produced  the  serious  contentions  in  fares  which  they  desired." 

The  rate  wars  of  Canada  refute  the  statement  that  brokers  are  responsible  for 
rate  wars.    But  if  rate  wars  are  undesirable,  a  law  could  be  enacted  forbidding 

Mr.  Blanchard  says  [reading]:  "  (k)  Because  when  a  railway  company  decides 
to  secretly  redoce  one  or  more  classes  of  through  fares,  it  dares  not  do  it  in  its 
own  offices  in  violation  of  the  interstate  act,  of  various  State  statutes,  and  of  the  sev- 
eral tariffs  which  It  has  published,  filed,  and  posted  pursuant  thereto,  bnt  usuallv 
avails  of  ticket  scalpers'  ofilces  to  collnsively  violate  the  act,  a  coarse  whica 
involves  better  intending  lines  in  a  demoralized  scramble  for  business.  I  do  not 
mean  that  ibia  practice  la  now  even  considerably  resorted  to  by  the  railroads.  It 
has  been  gradually  circumscribed ,  but  if  scalping  offices  were  altogether  abolished, 
<ff  their  authority  reqnired  to  be  made  legal,  it  would  tend  to  the  entire  cessation 
of  these  joint  resources  and  practices," 

The  ticket  broker  offers  to-day  the  only  means  by  which  the  traveling  pnbUc 
mayescapetheantocratic  rule  of  the  great  traffic  associations.  Abolish  him  and 
exactions  would  be  practiced  from  which  there  would  be  no  relief,  at  least  not 
within  the  means  of  the  poor  and  uninformed. 

Hr.  Bluichard  says  [reading] :  "(I)  Because  scalpers  afford  no  honest  informa- 
tioii  or  accommodations  to  travelers  which  the  railroad  companies  do  not  desire 
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to  extend  to  all  ttteir  patronB  nnder  just  and  uniform  charKes  and  mles,  adxain- 
istered  throngh  their  aathorized  bareaas  of  information  and  redemption,  where 
they  will  return  to  the  holdera  of  nnused  portiona  of  tickets  all  amounta  exceeding 
thefarea  which  dnly  accnie  betweenthe  points  which  the  passenger  actually  trav- 
ereea,  correct  errors  of  their  agents  in  selling  tickets  as  to  routes,  the  erroneous 
checking  or  losses  of  bagga^,  etc.  Even  the  scalpers  must  send  their  patrons  to 
snch  offices  for  those  purposes  or  substitute  a  show  of  authority  made  np  often  of 
frand,  ignorance,  collusion,  dishonesty,  and  depleted  and nneqnal  fares.  The  rail- 
road ticket  agents  at  all  points  will  tronHmit  unused  coupons  to  the  redemption 
bureaus  and  give  all  desired  information." 

In  thisthe  gentleman  is  wholly  at  fanlt.  As  before  explained,  an  element  neces- 
sary to  the  success  of  a  broker  is  the  confidence  and  good  will  of  his  patrons.  As 
to  tne  matter  of  redemption,  I  will  answer  that  a  little  later. 

I  think  I  might,  perhaps,  illustrate  the  value  of  the  broker  in  saving  the  passen- 
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Chicago,  tSU,  now  rates  for  second-class  paeaemgw^  are  $1S.00;  St.  Lonia,  rednced 
from  |18  to  |13.50i  Kansas  City,  from  |34.S5  to  |15.50.  In  addition  they  have 
been  compelled  to  place  on  sale  at  rodnced  rates  p(ui>y  tickets  to  varions  Northern 
points.    These  reduced  rates  went  into  effect  yesterday,  Jan.  13th." 

This  I  simply  nao  as  an  illnatration  of  the  fact  that  ticket  brokei  s  are  an  advan- 
tage to  the  public,  frequently  bringing  about  reductions  in  railroad  rat«s. 

(  Af ter  a  re*;e88  of  one  hoar  the  commil — ' '  .i.„  i : »  ■«■_  ti_j — 

berger.  as  follows:) 

Tne  Witness.  In  speaking  of  this  ord 
I  omitted  to  speak  of  the  circular  that 
chairman  of  tne  Central  Passenger  Ass> 
allow  it  to  go  into  the  evidence  in  the  pr 


[ClrcnUr  Le 
ngtr  Aitoeiaiiim, 


December  18,  we 
dDiiati.  DecemtH 

iifhlo,  Chicago,  ( 
polnM  b»lng  t 


theredempti 
I  rdief  of  tbe 
he  railroads, 
at  certain  pc 
oggagecanoi 
iBsaenger  in] 
■  storing  at 
throng  to  C 
top  at  Detroil 
it  np,  and  in 
e  from  Chicaf 
Ucago  by  the 
te,  being  abo 
1  per  too  po 
i  to  vet  their 
r  of  the  balar 
lid  give  him 
ifomia  at  all  i 
irtoSanFrai 

Apassengei 
mey  and  get 
altnouffh  th« 
kre  paid  theij 

Iliefare  fri 
ling]:  "(m)  I 
f  ench  forms 
enane  and  tt 
ch  tickets.    ' 


jdbyGoOglc 


886  INDUBTRIAt   commission: TRANSPOBTATIOir. 

to  extend  to  all  their  patrons  onder  jast  and  TinifoTm  oharKea  and  mleB,  admin- 
istered through  their  authorized  boreauB  of  information  and  redemption,  where 
they  will  return  to  the  holders  of  unused  portions  of  tickets  all  amounts  exceeding 
the  fares  which  duly  accrue  betweenthepointa  which  the  paasengor  actually  trav- 
erses, correct  errors  of  their  agents  in  selling  tickets  as  to  routes,  the  erroneous 
checkinK  or  losses  of  baggage,  etc,  Kren  the  scalpers  must  send  their  patrons  to 
such  offices  for  those  purposes  or  substitute  a  show  of  authority  made  up  often  of 
fraud,  ignorance,  collusion,  dishonesty,  and  depleted  and  unequal  fares.  The  rail- 
road ticket  agents  at  all  points  will  transmit  nnused  coupons  to  the  redemptioQ 
bureaus  and  give  all  desired  information." 

In  this  the  gentleman  is  wholly  at  fault.  As  before  explained,  an  element  neces- 
sary to  the  success  of  a  broker  is  the  coufldence  and  good  will  of  his  patrons.  As 
to  toe  matter  of  redemption,  I  will  answer  that  a  little  later. 

I  think  I  might,  perhaps,  illustrate  the  value  of  the  broker  in  saving  the  passen- 
ger from  loss  through  the  undue  exactions  and  iron-clad  rules  of  railroads  by  a 
case  that  occurred  recently  in  my  own  e^erience.  A  yonng  man  came  into  the 
office  with  the  return  najt  of  a  ticket  to  Duluth,  Minn.  The  fare  is  $19.85.  He 
asked  me  what  I  wouldTpay  for  it.  I  inquired  of  him  if  he  was  going  back.  He  said; 
"  Yes;  but  I  want  to  stop  at  Saginaw,  100  mUee  north,  and  the  agent  here  in  the 
city  told  me  I  could  not  stop  on  the  ticket."  I  instructed  him  to  go  to  the  district 
passenger  agent  and  ask  for  an  instmction  to  the  agent  at  Saginaw  to  stamp  the 
ticket  when  he  was  ready  to  go  on.  I  advised  him  that  he  could  pay  the  local 
fare,  |2.Q1,  to  Saginaw,  and  in  that  way  he  would  save  his  ticket.  Tlie  ticket  had 
been  sold  on  account  of  some  teachers  convention,  and  was  good  until  the  9th  of 
January.  It  had  cost  him  the  ordinary  rate  plus  $3.  That  would  be  $31.35.  The 
yonng  man  came  back  to  the  office  in  a  little  while  and  said  the  passenger  agent 
insisted  that  the  conditions  on  that  ticket  could  not  be  waived;  that  he  would  be 
obliged  to  either  retam  to  Detroit  to  have  his  ticket  executed  for  the  return 
joamey  or  give  up  the  stop  at  Saginaw.  I  told  him  to  leave  the  ticket  at  my 
ofQce,  and  in  case  I  got  a  passenger  to  Duluth  I  would  send  for  him  and  he  could 
go  and  have  the  ticket  stamped  and  executed  by  the  agent  so  my  customer  could 
use  it,  and  when  he  got  ready  to  go  himself  he  could  pay  the  company  tiie  locej 
fare.  He  did  so.  I  realized  (15  for  his  ticket.  I  guaranteed  this  ticket  to  the 
passenger,  who  took  it,  and  as  I  have  not  heard  from  him  no  doubt  he  made  his 
jonrney  safely.  The  original  owner  of  the  ticket  paid  regular  fare  to  the  same 
company  when  he  was  ready  to  go.  In  that  transaction  it  seems  to  me  a  ticket 
broker  saved  the  passenger  from  a  loss  that  practically  amounted  to  the  confisca- 
tion of  his  ticket  and  in  no  way  defrauded  the  railroad  company.  That  ia  simply 
an  illustration  of  what  is  going  on  every  day  and  every  hour  all  over  the  United 
States. 

There  is  another  subject  that  may  be  pertinent  in  this  connection.  Some  time 
in  the  latter  part  of  1898  an  edict  went  forth  by  the  railroads  cutting  off  secoiid- 
claes  tAt&a  generally  through  the  southwest.  No  corresi>onding  reductiou  was 
made  on  the  flrst'class  rate.  The  lowest  rate  prior  to  January  1,  1899,  between 
New  Orleans  and  Louisville  was  $lit.50;  the  lowest  present  rate,  fl9.  I  will  just 
pick  out  a  few  of  these;  there  is  a  long  list  of  them:  The  lowest  rate,  New  Orleans 
to  Kansas  City,  old  rate  $20,  present  rate  |*34.35;  Chicago  to  Austin,  Tex.,  former 
rate  823.73,  present  rate  $33.16;  Washington  to  Waco,  Tex.,  former  rate  $30.30, 
present  rate  $38.B0, 

Q.  {By  Ifr.  Farqithar.  )  Are  those  first-class  rates  you  are  now  reading? — A. 
These  are  the  first-class  rates  at  present,  and  the  only  rates. 

Q.  The  old  first-class  rates  and  the  present?— A.  The  old  second-olaBS  and  the 
present  first-class.  The  first-class  rates  have  not  been  changed,  but  the  second- 
class  rate  has  been  abolished. 

Q.  (By  Mr.  Litchuan.)  The  lowest  sum  yon  qiention  is  the  second-olassrate? — 
A.  It  IS  the  old  second-class  rate.  There  is  none  to-day.  There  was  an  average 
difference,  I  think,  of  40  per  cent.  This  order  was  sent  out  by  the  commissioner; 
and,  perhaps  through  oversight,  it  was  not  filed  with  the  Intersteto  Commerce 
Commission;  but  I  do  not  care  to  discuss  that  part  of  the  subject.  It  was  only 
through  brokers  that  the  people  who  wished  to  travel  cheaply  could  get  any  relief . 

This  condition  continued  until  4  days  ago.  I  received  a  wire  dated  January 
14,1901, from  New  Orleans,  as  follows:  "Owing  to  heavy  brokers' competition 
railroads  yesterday  put  on  sale  second-class  tickete  to  Chicago,  St.  Louis,  Kanaas 
City,  sixteen  fifty,  twelve  fifty,  fifteen  fifty,  a  reduction  about  fifty  percent."   Ajid 

S  letter  of  same  date:  "Am  glad  to  inform  you  that  the  raUroad  companies  out 
N.O.,  owing  to  the  brokers  selling  so  many  second-class  passengers  to  North- 
ern pointe  via  ronnd-about  rentes  and  at  reduced  rates,  have  been  compelled  to 
reduce  their  second-class  rates  to  Northern  points  as  follows;  Former  rate  to 
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Chicago,  S23,  now  rates  for  mcond-claaa  paseeiiKerB  are  |16.60;  St.  Lonia,  reduced 
from  |18  to  tl2.B0;  Kansas  City,  from  |34.85  ibo  916.50.  Id  addition  they  have 
been  compelled  to  place  on  sale  at  rednced  rates  party  tickets  to  varioos  Northern 
points.     These  reduced  rates  went  into  effect  yeaterday,  Jan,  18th." 

This  1  simply  use  as  an  illustration  of  the  fact  that  ticket  brokers  are  an  adTan- 
tageto  the  public,  frequently  bringing  about  rednctiona  in  railroad  rates. 

(After  a  recess  of  one  hour  the  commission  resumed  the  hearing  of  Hr.  Linden- 
berger,  aa  follows:) 

The  Witness.  In  speaking  of  this  order  taking  off  the  second-claas  rate  South 
I  omitted  to  speak  of  the  circolar  that  was  sent  oat  by  Mr.  Joseph  Bichardson, 
chairman  of  the  Central  PasBenger  AsBOciation.  I  wonld  like  to  submit  it  and 
allow  it  to  go  into  the  evidence  in  the  proper  place.    The  order  was  as  foUows: 


lb  We  Memberi  oj  lite  (JjBlrat  fauet^/rr  Atnn^eHon, 
Dub  £[Ke:  The  aubjoined  cxnumunlcatloD  la  reapectfully  nibmltted  foi  four  inlanuatjan. 
Vours,  truly, 

F.  C.  Donald,  Cbnmtmioner. 
[FlleSTM.] 


South  UBTiBH  FmiNoi 


AaaMa.  Dtcmixr  it,  tags. 


B.D.  CaldwcLL,  Esq.,  CTMlrman. 

Dear  sn;  Keplring  In  yonreof  Decemberie,  ve  b«c  to  sMte  that  st  s  m«et[ti«  of  the  repreaentatties 
of  loutlMaaleni  htieti.  held  at  dndnnKti.  December  1(>  and  IB,  It  wu  Bmuimd  locBQcel  all  tecoDd- 
cUv  teres  Irom  Uila  teiritory  to  Bultalo,  Chicago,  Conncil  Blulb,  St.  Looli,  KkiuaB  City.  Deming,  and 


a  lev  poinu  beyond  St. 

_1  Vlralnla  cltlM,  incladlng  Wublii«- 

lubject  la  Hated  for  coDaldeiatloD  at  iieit 

JoetPH  BiCHARnoH.  Oxifman. 
(Copy  lo  F.C,  Donald,  esq.) 

1  made  an  illustration  of  the  redemption  value  of  a  Duluth  ticket  and  explained 
how  the  broker  came  to  the  relief  of  the  passenger.  There  is  another  opprewive 
rule  practiced  by  most  of  the  railroads.  Notwithstanding  the  fact  that  a  limited 
ticket  may  be  good  to  stop  at  certain  points—  junction  points  and  ends  of  cou- 
pons—there  is  a  rule  that  baggage  can  only  be  checked  to  the  destination  of  the 
ticket.  For  instance,  if  a  passenger  in  New  York  buys  a  Chicago  ticket,  while 
his  ticket  may  x>em)it  of  his  stopping  at  Detroit,  they  will  not  check  his  baggage 
to  Detroit  but  will  check  it  through  to  Chicago,  I  have  known  of  cases  where  a 
passenger  had  occasion  to  stop  at  Detroit  and  wanted  his  baggage.  The  railroad 
company  refused  to  deliver  it  up,  and  in  order  to  get  it  the  passenger  was  com- 
pelled to  pay  the  excess  rate  from  Chicago  to  Detroit  the  same  as  though  the  bag- 
gage had  been  carried  to  Chicago  by  liie  railroad  company  and  then  transported 
back  again.  The  excess  rat«,  being  about  12  per  cent  of  the  regular  passenger 
fare,  amounts  to  about  $1  per  100  pounds.  I  have  known  paaaengera,  to  oe 
mnlcted  ont  of  (1  or  $2  just  to  get  their  baggage.  In  some  cases  the  companies 
have  required  the  surrender  of  ttie  balance  of  the  ticket— take  it  away  from  the 
passenger  before  thej'  would  give  him  his  baggage.  I  have  known  that  to  be 
done.  For  instance,  in  California  at  all  eastern  pomte  yon  can  get  a  ticket  to  Los 
Angeles  via  San  Francisco,  or  to  San  Francisco  via  Los  Angeles  at  the  same  price  as 
to  go  to  either  p|oint  direct.  A  passenger  with  baggage  checked  to  'Frisco  may 
want  to  discontinue  his  journey  and  get  bis  baggage  at  Los  Angeles.  The  com- 
pany confiscates  the  ticket,  although  they  may  not  have  carried  the  baggage  or 
the  passenger  1  mile,  and  are  paid  their  proportion  of  the  through  rate  by  the 
company  isBnisK  the  ticket.    Thefarefrom  Los  Angeles  to  San  Francisco  is  $16. 

Ur.  Blanchard  eays  [reading] :  "im)  Railway  companies  sometimes  decline  to 
laane  reduced-Care  tickets  of  such  forms  aa  are  easily  manipnlated^  becanse  of  the 
certainty  that  scalping  will  ensue  and  tlius  unduly  ext«nd  the  privilege  granted 
to  onauthorized  users  of  such  tickets.  The  same  fear  actuates  some  companies 
to  impose  conditions  upon  the  faces  of  their  special  tickets  and  limit  their  dnra- 
tions  of  sale  and  use,  whereas,  if  scalpers'  offices  were  abolished,  they  could 
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safely  dispeiue  'with  snch  saf^nards,  because  the  bona  fide  passei^er  would  not 
tise  the  methodfl,  mlaraprefleDtation,  or  abosee  which  scalpen  practice." 

I  aar  in  reply  to  that  that  railways  ehoold  not  iasne  ticKeta  npon  which  they  are 
imwllliii^  to  carry  the  holder  of  the  ticket.  Having  flied  the  price,  sold  the  ticket, 
and  provided  for  the  transportation  of  a  certain  nomber  of  pamenger9,theyshoDld 
carry  ont  the  arrangement  irrespective  as  to  what  pariicolar  individnal  holds  the 
ticket. 

Mr.  Blanchard  bajr  [reading]:  "  (n)  The  cessation  of  scalping  wonld  in  no 
wise  lessen  the  pnbhc  ntcilities,  becaTise  each  company  could  retain  the  services 
of  an  experienced  scfJper  by  conferring  tipon  him  a  proper  appointment  as  agtmt, 
and  regplate  him' thereafter  by  the  mlee  ■which  govern  their  own  agents." 

This  is  an  acknowledgment  that  experienced  ' '  scalpers  "  are  a  recognized  ben- 
efit to  the  traveliiig  pnbUc.  Bnt  if  the  broker  was  regulated  by  the  rxdee  of  the 
combine  he  wonld  oe  qnickly  robbed  of  the  very  attribatea  that  now  make  him  a 
pnblic  convenience. 

If  it  seems  desirable  that  some  po'werfnl  influence  ahonld  control  ticket  sellers 
I  suggest  that  they  be  licensed  by  the  Qovemment.  Let  the  requirements  be  as 
strict  as  yon  choose,  so  that  every  seller  of  tickets  must  pass  the  same  examina- 
tion and  be  subject  to  the  same  Uovemment  control,  lliis  wonld  be  something 
very  mnch  to  be  desired  by  reputable  ticket  brokers,  and  especially  by  members 
of  tne  .American  Ticket  Btokere'  Association.  We  do  not  want  a  license  issued 
by  the  railroads  and  subject  to  their  rules,  but  by  the  Government,  and  let  the 
sopervision  be  over  all  men  who  sell  tickets,  railroads  as  well  as  brokers.  If  a 
man  then  violated  the  law  his  license  could  be  'withdra'wn,  and  bis  career  as  a 
ticket  man  would  end. 

Ur.  Blanchard  says  freading] ;  "  (o)  There  are  two  organized  bodies  of  scalp- 
ers— the  American  Ticket  Brewers'  Amociation  and  the  Onarantee  Ticket  Brokers' 
Association.  They  have  their  directors,  officers,  agents,  rules  and  rognlations, 
they  discuss  and  decide  some  question  of  cut  fares,  and  they  ado^t  resolutions  and 
deal  with  the  property  of  others  in  which  they  have  no  direct  interest,  while  at 
the  same  time,  under  the  decisions  of  the  Supreme  Court,  the  railroad  can  not 
adopt  counter  wreements  without  violating  its  deciaiona. 

"Uoreover,  the  mlee  and  deddons  of  the  Intrastate  Gommerca Commission  do 
not  reach  scalpers' fares  or  practices,  because  they  hold  the  railways  accountable. 
Furthermore,  the  fares  of  tne  railway  comptmiee  proper  can  only  be  changed  by 
8  days' noticeaa  to  reductions  and  10  ^ye' notice  aa  to  advancee,  while  the  scalpers 
can  change  them  either  way,  daily  or  nourly.  In  this  way  a  railway  company, 
acting  'with  a  scalper,  can  also  ct^nge  the  fares  and  evade  the  law.  There  is  a 
manifest  injustice  in  all  this  which  conld  and  should  be  corrected  by  appropriate 
national  le^slation."  * 

I  can  see  no  objection  to  the  broker  filing  rates.  It  is  safe  to  say  that  shonld  this 
be  required,  the  law  would  be  equally  as  well  obeyed  as  is  the  law  relating  to  inter- 
state commerce  by  the  average  railroad, 

Mr,  Blanchard  says  [reading]:  "(p.)  Another  feature  of  ticket  brokeratfe  has 
not  been  snfliciently  arged  upon  public  attention.  If  a  nassenger  imrcnaBing 
a  through  ticket  from  New  York  to  Chicago  is  required  or  desbes  to  diacontinae 
his  journey  at  Bufllalo.  the  unused  coupon  west  of  Bufllalo  will  be  redeemed  1^ 
the  issuing  company  or  its  unused  connection.  If  he  takeo  the  same  unused  couixm 
to  a  scalper  be  is  oQered  by  him  leaa  for  the  ticket  from  Buffalo  to  Chicago  than 
the  railwav  wonld  redeem  it  for.  His  fare  from  New  York  to  Buffalo  would, 
therefore,  oe  more  than  its  due  amount  to  the  extent  that  he  received  leea  than 
his  remaining  coupon  was  worth.  Against  this  the  purchasing  passenger  west  of 
Buffalo  may  get  a  ticket  tinder  the  legal  fore,  but  he  ia  not  entitled  bylaw  to  that 

Cference.  In  this  way  we  answer  the  loudly  vaunted  public  aavantages  of 
kere,  and  ventnre  the  further  assertion  that  li  scalping  was  abolished  the  aver- 
age fares  paid  by  passengers  wonld  not  exceed  those  which  prevail  nnder  its 
contln'uance." 

Mr.  Blwichard  is  evidently  misinformed.  The  passenger,  in  any  event,  has  the 
option  of  patronizing  the  redemption  bureau  or  the  brcOcer,  as  hie  inclination  or 
the  state  of  his  finances  vrill  permit. 

I  think  he  is  rather  unf ortnnat«  in  his  selection  of  an  illustration.  Take  the  ticket 
mentioned.  The  through  rat«,  first  class,  from  New  York  to  Chicago  via  Buffalo  Is 
$17;  the  cheapest  rate  from  Ner  York  to  Buffalo  Is  |8.  If  the  passenger  after 
reaching  Bu£&]o  was  to  send  in  his  ticket  for  redemption  to  the  railroad  company 
they  'would  deduct  from  the  *17  the  tariff  from  New  York  to  Buffalo,  which  is  >8, 
and  refund  him  M.  The  lowest  first-class  fare  between  Chicago  and  Buffalo,  or 
from  Buffalo  to  Chicago,  is  $13.  There  ia  a  difference  t)etwoen  the  price  the  rail- 
road company  would  pay  him  for  his  ticket  and  the  r^ular  price  of  the  ticket  of 
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$3.    ThepasBengerholdingthatticket,  for  which  the  railroad  company  would  pajr- 


I  have  a  ntunber  of  tickets  here  that  I  picked  out  of  my  own  stock  that  will 
probably  serre  to  illustrate  this  redemption  featore  [exhibiting  tickota] . 

Here  u  a  ticket  issued  originally  from  New  York  to  Chicago.  It  comes  in  very 
nearly  like  tbiB  illustration  that  Hr.  Blanchard  atMmpted  on  the  ticket  from 
Kew  York  to  Chicago.  This  is  a  second-class  ticket.  The  throngh  rate  on  that 
ticket  was  $17  from  New  York  to  Chicago,  and  the  rate  for  a  ai<nTin.r  ticket  from 
New  York  to  Detroit  was  $13.  When  the  passenger  gets  to  Detroit  he  wonld 
then  h»Te  $4  invested  in  his  ticket.  The  lowest  tariff  rate  between  Detroit  and 
Chicago  is  $7.75.  Shonld  the  passenger  send  that  ticket  in  to  the  comxiany  for 
redemption,  the  most  that  he  could  pet,  after  going  thronsh  the  necessarily  slow 
methocls  of  railroads  in  redeeming  tickets,  would  be  $4.  Ii  that  ticket  is  good  for 
one  day,  in  the  hands  of  any  broker  in  Detroit  it  is  worth  $5.50.  The  passenger 
thus  saves  $1.50  by  buying  that  through  ticket  and  selling  it  at  Detroit.  The 
broker  could  sell  it  for  an  advance  of  a  dollar  and  thus  make  a  dollar;  and  the 
passenger  baying  it  of  the  broker  would  save  $1.25,  if  the  broker  sold  it,  as  they 
nsnally  do,  for  $6.50,  after  paying  $5.50. 

Here  is  a  ticket  issued  in  Kansas  City  for  New  York.  This  part  of  the  conpon 
reads  from  BnfiFalo  to  New  York.  It  has  been  used  to  Buffalo.  The  throu^  fare 
was  $39.50;  the  fare  over  the  same  road  from  Kansas  City  to  Buffalo  was  $25.50; 
the  redemption  value  of  that  ticket  is  $4.  The  regular  fare  is  $6.  Any  broker  jn 
Buffalo,  if  that  ticket  was  good  in  his  hands  a  day.  wonld  pay  at  least  $6.50  and 
he  conid  resell  it  for  $7  or  l7.50-^«ut  the  rate,  and  make  something  for  himself 
and  customer,  and  the  railway  company  gets  the  throngh  tariff. 

Here  is  a  second-class  ticket  from  Chic^  to  BnSalo.  The  through  fare  is 
$8.50.  The  rate  from  Chicago  to  Detroit  is  $7.75.  There  is  no  second-class  rate 
between  Chicago  and  Detroit.  The  rate  from  Detroit  to  Buffalo,  second  class,  is 
$9.  The  through  rat«  is  $6.50  instead  of  the  added  fares  of  $5  and  $7.76.  The 
passenger,  in  buying  this  ticket  in  Chic^o  and  riding  to  Detroit  and  then  sending 
It  in  for  redemption,  wonld  get  the  difference  between  $7.75  and  $9.50.  which 
wonld  be$t.7S.  The  regular  second-class  faro  from  Detroit  to  Buffalo  is  $5. 
Now,  between  the  broker  and  the  two  passengers  there  is  the  difference  between 
$5  and  $1.75  to  be  divided. 

Here  are  quite  a  number  of  tickets  that  will  serve  further  as  illnstrations. 

Q.  (By  Ur.  Kennedt.)  Are  those  dead  tickets? — A.  Yes;  they  are  dead  tickets. 
1  suppose  thev  are  very  dead  now,  because  they  can  not  be  sent  in  for  redemption. 
Here  is  a  ticket  over  the  Grand  Trunk  Railway  from  Detroit  to  Grand  Rapids, 
Mich.  Now;  it  very  frequently  happens  that  passengers  coming  from  some  East- 
ern point,  en  route  for  Grand  Rapids,  get  into  Detroit  on  Sunday.  Except  in  the 
summer  time,  when  there  are  eicnrsion  trains,  there  are  no  trains  on  that  line  on 
Sunday.  There  are  three  regular  lines  between  Detroit  and  Grand  Rapids.  Only 
one  runs  a  Sunday  train.  The  passenKer  gets  into  Detroit  on  Sunday.  There  is 
no  train  on  the  line  for  which  ne  holds  a  ticket  by  which  he  can  go  t«  Grand 
Rapids;  his  business  requires  him  to  be  there.  If  this  antiscalping  bill  was  a  law, 
he  conld  hold  his  ticket  and  send  it  in  for  redemption  and  get  the  redemption 
ralne  inside  of  SO  days.  But  if  he  happens  to  be  short  of  money  and  wants  to 
make  an  exchange,  or  does  not  want  to  go  through  the  red-tape  routine,  he  takes 
it  into  ft  broker's  office  and  trades  it  for  a  ticket  good  on  a  train  leaving  that  day. 
That  is  a  very  ordinary  circumstance,  and  I  presume  similu  cases  happen  con- 
stantly in  almost  all  the  cities  of  the  Union. 

I  have  here  quite  a  Urm  number  of  excursion  tickets  that  have  no  redemption 
value.  Here  Is  a  ticket  from  Detroit  to  Ann  Arbor;  it  is  good  for  a  stated  time 
and  Isprinted  "Not  transferable.''  If  an  antiscalping  law  were  passed — that  is, 
the  law  as  it  has  been  offered  here  in  Congress— this  ticket  would  be  aboolutely 
valueless. 

The  bill  stat«a,  as  a  kind  of  sop  to  the  pablic,  that  the  purchaser  of  a  transfer- 
able ticket  which  he  is  using  in  toe  prosecution  of  a  journey  may  sell  that  ticket 
to  another  person  who  will  use  it  in  the  procecntion  of  the  journey.  Now,  all 
that  railroad  companies  would  have  to  do  to  make  it  illegal  for  anyone  to  do  that 
would  be  to  print  "  Not  transferable  "  on  the  ticket,  as  is  done  in  this  case.  I 
believe  that  feature  alone  would  make  the  law  nnconstitutdonal,  because  it  puts 
it  within  the  power  of  the  railroad  company  to  make  an  act  criminal  or  not, 
depending  simply  on  the  way  they  print  the  ticket. 


840  INDUSTEIAL   COMMISSION: — TBAN8POKTATION. 

Here  are  escnrsion  tickete  from  Detroit  to  Lansing,  Detroit  to  Grand  Rapids, 
Detroit  to  Kalamazoo;  they  are  sold  on  special  occaaiona.  The  ronnd-Mp  rate 
is  less  than  the  tariff  one  way;  they  have,  therefore,  no  redemption  value.  If  it 
shonld  be  nnlawfnl  to  sell  these  tickets  the  railroad  companies  woold  get  pay  for 
services  which  they  never  render.  They  would  carry  a  certain  nnmberof  persons 
one  way  and  refuse  to  carry  an  equal  number  batk. 

Here  are  commutation  tickets  Kood  in  the  hands  of  the  bearer,  sold  in  lots  of  10 
tickets  in  competition  with  the  electric  lines.  These  come  in  blocks  of  10  at  25 
cent«,  and  are  good  detached;  the  local  fare  ia  78  cents.  Ifwe  had  an  ttntiscalping 
law  the  act  of  any  individual  passenger  or  broker  selling  one  of  those  tickets  to 
another  individual  would  be  cnmimuT  The  selling  of  a  ticket  that  cost  25  cents 
could  subject  him  to  punishment  not  to  exceed  (1,000  fine  and  a  year  in  jaU. 
Should  he  steal  a  ticket  the  penalty  would  merely  be  for  jietty  lareenif .  Similar 
cases  with  relation  to  commutation  tickets  conld  be  multiplied  indednit«ly. 

Here  is  a  ticket  nn  the  Canadian  PaciUc  from  Detroit  to  ^ebec ,  issued  on  the 
14th  of  October  and  good  to  the  22d.  It  bears  the  printed  statement,  "  Not 
traoBferable;"  no  name  appears  on  the  ticket;  itdoesnot  show  to  what  individoal 
issued.  The  ticket  was  sold  for  one  fare  for  the  round  trip.  The  regnlar  fare  ia 
$18;  redemption  value,  nothing. 

There  are  any  quantity  of  tickets  here  that  are  good  in  the  hands  of  any  xwssen- 
ger,  but  yet  have  no  redemption  valne. 

In  case  brokers  were  not  allowed  to  handle  tickets  of  this  character,  I  do  not 
know  as  it  would  be  proper  to  call  it  a  saving,  but  the  gain  to  the  raitroada  of  the 
United  States  would  amount  to  a  sum  that  I  would  hardly  dare  to  compute.  I 
believe  it  would  mn  into  the  millions  annually.  Of  course  the  ticket  brokers  do 
not  and  can  not  in  all  cases  make  this  saving  to  the  people  by  using  all  these 
tickets,  but  they  do  to  an  extent  that  is  very  important  to  the  traveling  public. 

We  had  at  one  time  a  State  law  in  Michigan  requiring  railroads  to  issue  a  fam- 
ily mileage  ticket.  The  ticket  was  printed  with  the  usual  restrictions,  and  in 
large  letters  the  State  laws  of  Michigan  were  referred  to— the  nontransferability 
of  tne  ticketn-that  the  conductor  would  take  it  up  and  collect  fare,  etc.,  if  offered 
by  other  than  the  original  purchaser.  Aprominent  passenger  agent  in  that  State, 
desiring  to  increase  the  ti-avel  on  his  road,  put  these  tickets  in  largequantities 
into  the  bands  of  brokers  and  guaranteed  them  against  question.  We  worked 
amicably  for  some  time.  But  suddenly  the  passenger  agent  changed  his  mind  and 
issued  orders  to  his  conductors,  aud  a  great  many  of  these  books  which  we  had  a 
right  to  assume  had  been  bouj^ht  under  that  underatanding  were  taken  up.  For 
books  costing  $30  I  got  in  some  cases  no  more  than  a  ride  of  100  miles— 13— and 
the  loss  to  me  was  118.  There  was  no  recourse  unless  we  wont  into  court  and 
established  the  circumstances,  and  that  does  not  pay.  Ticket  brokers  are  long- 
suffering.  They  can  not  afford  to  quarrel,  because  it  interferes  with  future 
bnsineBS,  not  only  with  the  railroad  in  question  bnt  with  any  other  railroad  that 
they  may  deal  with.     This  is  perhaps  enough  to  illustrate  the  idea. 

Mr.  Blauchard  says  [reading]:  "(g)  The  payment  of  commissions  by  railroad 
companies  is  an  inciting  cause  to  the  continuance  of  scalping,  because  such  com- 
misaiona  are  often  divided  between  scalper  and  passenger.  The  payment  of  com- 
missions is  justly  chargeable  upon  the  railways.  Therefore  I  think  that  with  the 
discontinuance  of  the  one  should  go  the  stoppage  of  the  other,  and  the  perpetua- 
tion of  either  or  both  of  the  evils  may  prevent,  in  some  instances,  open  and  uni- 
form rednctJnnsnf  fare  more  nearly  to  the  net  basis  received  out  of  the  fares  from 
which  commissions  and  scalping  must  be  deducted  before  the  real  or  true  fares 
are  ascertained." 

When  a  railway  pays  a  commission  for  the  sale  of  a  ticket  it  necessarily  agrees 
to  accept  a  net  rate  for  the  ticket,  and  can  not  be  defrauded  if  the  ticket  ia  sold 
for  any  amount  above  the  net  price.  Should  an  antiscalping  law  be  passed,  an 
agent  with  anthority  from  a  transportation  company  would  not  be  subject  to 
punishment  for  doing  any  of  the  acts  complained  of  by  Mr.  Blauchard. 

Mr.  Blauchard  aays  freading]:  "(r)  I  believe  you  would  promptly  advocate 
onr  view  if  corresponding  brokerage  offices  were  opened  throughout  the  country 
for  scalping  freight  rates  through  advancing,  reducing,  manipnlating,  and  secretly 
and  fraudulently  altering  them  for  the  benefit  of  some  shippers  by  persons  utterly 
unauthorized  to  deal  with  such  values  aud  bills  of  lading.  Yet  I  know  of  no  act 
or  justification  in  the  scalping  of  tickets  and  fares  which  would  not  with  equal 
justice  warrant  similar  scalping  in  freight  rates  and  bills  of  lading." 

With  reference  to  the  statement  that  ne  knew  of  no  jQstification  in  the  scalping 
of^  passenger  tickets  that  could  not  apply  to  freight  rates.  I  think  I  entirely  agree 
with  the  gentleman.  I  think  it  would  m  greatly  to  the  interests  of  the  people 
who  pay  Belgbt  rates  if  there  were  brokers  in  that  line.    The  average  shipper 
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would  gladly  welcome  noni«  method  of  evading  the  often  arbitrary  and  ezceesive 
rates  extorted  from  freight  shippere.  I  believe  the  ticket  broker  has  been  a  nse- 
fal  factor  in  correcting  abnws  in  paasenzer  traffic,  and  if  the  same  conditions 
could  obtain  in  freight,  a  great  many  of  the  abuses  that  are  now  ao  patent,  and 
have  been  brought  out  in  the  testimony  that  has  been  heard  by  this  commiasion, 
conid  be  done  away  with. 

Hr.  Blanchard  says  [reading]:  "  (»)  Heave  to  connsel  the  leading  argument 
growing  ont  of  various  decisions  pro  and  con.  some  of  them  recent,  upon  this 
snbject.  I  am,  however,  qualified  to  disease  it  by  the  statement  that  if  that  law 
is  best  which  is  expresalTe  of  the  highest  justice,  then  an  act  should  be  passed  in 
this  respect  which  will  secure  for  the  mutual,  personal,  and  commercial  relations 
of  the  citizen  and  carrier  the  observance  of  reciprocal  justice,  right,  and  the  pro- 
tection of  proper^.  I  also  leave  in  their  more  competent  hands  the  questions  of 
legislative  passes." 

Now,  as  to  the  legal  arguments  I  want  to  call  your  attention  to  the  opinion  of 
the  coart  of  appeals  of  New  York.  It  took  the  position  that  the  business  of  ticket 
brokeriwe  was  benelicial  and  that  any  act  prohibiting  it  was  unconstitutional. 

Mr,  KENNEDY.  I  sliould  like  it  to  be  understood  that  that  decision  is  to  be 
printed  in  full  in  Mr.  Lindenberger's  testimony.  I  think  it  is  important  that  we 
shonld  have  it  in  that  shape. 

Mr.  A.  L  Harris.  If  there  are  no  objections,  that  will  be  done. 


Appesl  rttin 


Older  c>[  Mr.  Jiullce 
!  dismlsitiui  relalor'i  MliUon  lora  wrltol  habens  comui  Hud  remai 


The  relator  if  a  oltiien  of  the  State  of  New  Yort  «nd  the  United  Slates,  and  Immediately  prtor  to 
bin  AiTe»l,  and  for  several  yeam  betoTv  Ilwt  Ume,  had  bef  n  engaged  In  Ihe  city  of  New  York  In  the 
bUiilni-w  "f  nelllng,  and  <iflerln([  fur  «ale.  and  procwlnft  tirkets.  Blvlng.  and  purpoMIng  lo  give,  the 
right  to  a  powBge  atid  conveyance  on  veawln  and  railway  tralnh. 

He  Is  charged  with  having  received  ihe»um  of  18.90  a»»  eonslderatlon  lorepumageoreonveyHnce 
uponalenyboat,  train,  andvcPM'l  from  the  city  of  New  York  to  the  oily  nl  Norfolk,  V»..  and  torlhe 

Erocuremetit  ol  h  ticket  giving  ttie  abmlutc  right  of  paxiage  and  conveyance  upon  aucti  ferriibokl. 
•In,  and  vesxel,  he  not  being  at  the  time  an  authorized  agent  of  lheownep>  or  cotifltmeeK  of  mieh 
TeHiel.  or  of  the  eompsny  running  Buoh  train.  It  Is  not  pn-tended  that  the  relator  did  not  come  Into 
the  poarcaaloD  of  the  tickets  lawfully  and  by  purchun  from  the  Iranxpurtatlon  companies  IsHuIng 


habeas  corpus  Htid  demanded  hl«  dlarhargo  from  the  custody  ol 
le  act  of  Ifffl  (Ch.  soei  rlnUled  certain  pniTlBlans  of  the  eonstlti 


on  the  ground 

, — le  of  New  York. „_.. _ 

Thespedal  term  made  Ita  order  dl><mliHlng  (he  writ  and  remandei 
-^-  —peltate  dlvWpn  amnned  that  order, 


The  appellate  divMon  afflrmed  that  order, 

Samuel  Unteimyer  for  appel hint. 

An  Bird  Gardiner  and  James  D.  MeCletland  loi  .  „ 

Tabkeb.  Ch.  J.:  The  statute  that  anie] Ian t  IndlMs  Is  In  derogation  ol  the  limitation  placed  upon 
the  legislative  power  by  the  people,  through  the  conatllullon  of  the  State,  reads  as  lollawa: 

"  Section  I.  The  Penal  I'ode  in  hereby  amended  by  Inierllng  therein  a  new  section,  to  he 
aasectlon  616.  to  read  as  lollows:  'Sec.  BIO.  Sale  ol  passage  tickets  on  veseela  and  railroads  foi 


bidden, 

..    ..__  ._    , je  ticket,  or  an  instnimenl  giving  orpur- 

y  right,  either-  abwiutely  or  upon  any  condition  of  contingency,  to  a  paseue  or 

iny  ve'«el  or  nllway  tmln,  or  a  berth  or  stateroom  It)  any  vensel,  unlcHi  he  Is  an 

ciinslgnce*  of  nich  vemel,  or  of  the  company  running  such  train, 

trftfng  tiEerefor.  speciSlng'the  name  of  the  eompany,  .Ine.  vtwir  or  railway  lor  which  he  Is  author. 
tied  lo  act  as  agent,  and  the  city,  ti^wn,  or  village,  together  with  the  street  and  atreet  number.  In 

■■8itr.  a.  Section  816  of  the  Penal  Code  Is  hereby  amended  so  as  to  rend  as  follows:  'aec.  81S.  Sale 
bv  authorized  agenli  restricted.  Kn  person,  except  wallowed  in  section ffi2, shall  aak,  Uke.or  receive 
aiiy  money  or  valuable  thing  as  a  eonxlderatlnn  lor  any  paviagcor  conveyance  upon  any  vessel  or 
nillway  train,  or  lor  the  procnifment  of  any  ticket  or  Instrument  giving  or  purpimlng  to  glvea  right, 
either  absolutely  or  upon  a  condition  or  rflntlngenej',  lo  n  pasmgc  or  conveyance  upon  a  vessel  or 
railway  train,  or  a  berth  or  stalemom  on  a  vewel,  unless  he  Is  an  authorized  agent  within  the  pro- 
vlslona  ol  the  last  section:  nor  shall  any  p*-rsim,  aamch  agent,  sell,  nrolTertosell.  any  such  ticket. 
instrument,  berth,  or  staleniom,  or  ask,  lake  or  rei^elve  nny  consldenitlon  for  any  such  passage,  con' 
Teysnce,  berth, or  ataleroom,  except  at  the  office  designated  in  hl^  aiinnlnlnivnt,  nor  until  he  haitbi'en 
authorized  to  act  oa  such  agent  according  Ui  the  provisions  of  thelastsectlon.norforaBiim  exceeding 
the  piice  charged  at  the  time  of  such  sale  by  the  comjiany,  owners,  or  consignees  of  the  vcwel  or 
fallway  mentlonecl  In  the  ilckel, 

■'NolhlnK  in  thiBBCCtton  or  chapter  cnntalncil  shall  pri'vent  the  properly  authorised  agent  ol  any 
traniportatlon  company  from  purohadng  from  the  properly  authoriied  agent  of  any  o.ther  traiupor- 

I  C.dO'ilc 
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n  he  may  sell  h  [irkel  u>  Iravel  OTei  an;  put  of  a 
— . . ..i„  jijp^  paiBengerto  travel  lolt 


place  or  juncUon  from  whlcb  his  ticlcet  shall  read." 

The  remalnlns  pwtloa  of  the  Bectlon  relates  to  tbe  ii^^ujf  vjvu  u*  M^-B^i^^ui^.iiBVDVkkvujituauuwi- 
kedacmtola  lallwar  companT,  ander  certain  conllDgeuclea,  and  witbln  certain  periodi  of  Ume, 
and  i»  not  In  any  wise  Involved  In  this  appeal. 

Having  obaerved  hov  the  sUtnte  reads,  II  will  be  well  next  to  anal yic  Itandaee  II  weoanflnd  out 
vtuit  waa  Intended  to  be  accompUahed  and  la  In  fact  accomplished  bjr  the  phraaeoltwr  ot  the  Matute. 
In  order  that  we  may  ascertain  whether  the  statnlelaln  contiBventlon  of  anyof  the  ilghli  secured  by 
the  Cooiltltutlon  lothecltlEea.  It  will  be  observed  In  the  flrat  place  that  It  does  not  prohibit  the  aale 
of  Ucketaabaolntely,  nordoceltllmltlotheparticalBr  transpoitatlon  campanfovei  whoae  route  be 


le  conveyed  the  rigbl  to  mU  tickets  (o  the  traveler. 

tj  I 1^  ^g^l  -* —  * — ■ *'—  '"  "-  ■'-• 

nionol 
jsmerely  a  dei^antlon  that  the  corporatton  iu 


It  mar  be  aald  In  pasalnx  that  the  last  assertion  Is  in  conBlct  wl 
■^'te  who  wrote  the  opinion  *"■■ "—  -"-'-' —  •—' 


Judge  who  wrote  the  opinion  ol  the  appellate  divlaloni  lor  be  assumes  tnnt  as  only  persons  a; 
agenia  can  sell,  the  effect  ot  the  provisioD  is  tlwt  a  cornwaUon  "shall  only  sell  throagh  ils  aj 
Is  merely  a  deuantion  that  the  corporatton  itself  was  to  sell  its  tlckels." 

The  first  Kctlon  and  the  first  part  ol  the  second  seclloh  do  restrict  the  loleol  passage  ticiea  u 
■gents  specially  aathorlied  by  tianaporlatlon  companlea,  and  If  there  was  nothing  elae  In  theatatnte 
upon  the  subject  it  would  bear  the  constructliHi  put  upon  It  that  lis  only  eSect  Is  to  conflne  the  right 
to  sell  passage  tickets  ot  acorporatlnn  to  that  corpotallon  Itself,  which  can  act  only  tbrooah  agenla; 
hut  betweea  the  opening  and  the  closing  sentenceaottbe  second  seclton  may  be  found  the  following; 

"Kothlngin  this  section  or  chapter  contained  aball  prevent  (he  properly  authorlied  ageot  of  an; 
Unspoitation  company  from  purchasing  [ram  the  properly  authonzed  agent  ol  any  other  transpor- 
laOon  company  a  Uclrel  lor  ft  passenger  to  whom  he  may  sell  a  ticket  lo  travel  over  any  part  ol  the 
line  for  which  he  is  the  properly  aulhorlied  agent,  so  as  to  enable  such  passenger  to  travel  lo  the 
place  or  junction  (torn  which  his  ticket  shall  read." 

Thus  we  see  [hat  the  moment  a  man  becomes  the  agent  ot  a  transportation  company  be  is  by  that 
deslgnatlan  authorlied  to  nuy  tickets  ot  any  other  tnnsportatlon  company  In  the  United  Stales  ot 
the  world,  and  may  sell  such  tickets  to  anyjMraon  who  applica  tor  them.  In  the  nle  of  -'-■—■-  -' 
the  various  traneportatlon  companies,  other  than  those  of  the  company  ol  which  he  is  ai 


. nTiuy  The  tlGketaand  sell  tbem*aialn.  making  a  profit  that  inay 

perhaps  depend  more  or  less  on  the  degree  ot  oompelltloD  between  railroads  In  various  parts  ol  the 

Clearly,  tho  agent  of  a  transportation  company.  In  the  nurehase  and  sale  of  tickets  of  foreign  cci- 
ponUons,  Is  not  engsged  In  selling  the  paswgc  tickets  ot  thetranjportatloncompany  appolotlnglitm. 
It  Is  not  tbe  sals  ol  the  tickets  o(  his  principal  alone  that  the  agent  Is  thus  engsfed  In,  but  when  * 
transportation  company  appoints  an  agent  to  sell  Its  tickets,  then  the  State,  by  this  statute.  aUfe  In 
and  attempts  10  clothe  him  with  the  power  which  it  takes  from  all  other  citizens  to  deal  In  the  tickets 
of  as  many  other  transportation  companies  as  he  may  be  able  lo  makeaatlslactoiyarrangements  with. 


stiDg  feature  of  this  remarkable  statnte.    The  baying  ai 

.^, I;  It  IB  only  condemned  where  the  seller  hainot  authority  tnn 

!  ol  the  transportation  companies  lo  act  as  lu  agenL    It  has  han>ened  before  that  tor  th 


some  one  ol  the  transportation  companies  lo  act  as  lu  asenL  It  has  happened  before  t 
protection  ol  tbe  people  the  lawmaking  power  has  provided  tor  an  eiaminaUon  for  the 
aaoertalning  whether  applicants  possessed  sol  table  qualiflcatlons  as  lo  character.  Intellli 


aaoertalning  whether  applicants  poesissed  sol  table  qualiflcatlons  as  lo  character.  Intelllmnce.  and 

■ 1^  responslbtllty  to  All  certain  positions  of  trust  or  to  engage  in  a  business  which  might  prove 

ons  to  the  people  in  the  hands  ot  a  perwin  either  inrompeicnt  orot  bad  character;  but  In  no 
a  hu  It  ctnlerTed  a  gencrtil  and  unhmilcd  power  of  appointment  upon  a  class  of  persons  or 
itlona  wholly  uneonnecti-d  with  the  State  govemmenL 

ly  poolbly  be  that  there  was  such  a  situation  at  wunid  have  justlfled  an  enactment  placing 
— *^-" —  npon  those  engaged  In  the  selling  of  passase  tickets  and  prtMrlhing  penall'"-  *™ 
.t&omnent  fo-^ >•-  '■■-■'••  '•— >- — — '—-     r. .1..  ._j. 


way  of  fine  or  Impriaoiunent  for  those  who  should  break  over  such  rcstiaints.  Our  excise  legislation 
affords  an  Illustration.  By  its  piovlalons  all  are  permitted  lo  sell  linnnr  within  m-nain  KmiMilniu 
that  apply  to  till  cttiiens  alike,  and  for  the  violation  of  the  regulatl 


that  apply 

Ing  (KUsens  engaged  In  iKe 

But  this  act  slnptF  rams  ^ — 

Bllertobepermltlea  town  tickets.    It  Impows  no realnlnts  whatever  upon  the  apprdntlng 
'  selected,  other  than  that  In  the  purchase  of  tickets  be  mnst  confine  bin 


Ides  that  are  expected  to  assure  to  the  public  some  measuie  ot  protection  from  nonlawaUd-  . 

js  engaged  In  the  buKlness. 

this  act  atnplj  rams  over  to  the  transportation  ct 


the  properly  autliorlsed  agents  ol  the  transportation  companlc?s.  The  buslnen  of  buying  and  selling 
Uakets,  as  to  such  agents,  cootlnuen  to  he  a  Intimate  buslnese,  but  to  all  clUiens  other  than  thosa 
who  may  be  selected  by  the  trnnsportation  companies  the  right  to  buy  and  sell  tickets  Is  denied,  and 
an  actual  sale  by  them  constitutes  a  felony.  The  art  Itsell  is  silent  as  to  the  motive  of  Ita  enactment 
by  the  legislature,  aod  It  contains  no  suggestion  as  to  the  public  interests  which  Its  purpcae  Is  to 

Ticket  brokerage  as  a  busincw  has  tieen  In  existence  for  many  years.  II  is  a  mailer  ot  common 
knowledije  that  at  great  agencli«, 

those  s^encles  for  advice  as  to  choice  of  routes  to  be  taken  In  contemplated  Journeys  and  to  purehas 
the  tickets  for  the  trip,  whether  it  should  require  days,  or  weeks,  ormontfiBlo  make  it. 

The  liBVeling  public  in  large  numbers  have  come  to  make  use  of  the  facilities  afforded  by  snel 
agencies,' ot  which  there  are  now  very  many.  And  Cook's  and  Gate's  are  among  the  agencies  tha 
mnit  go  outof  business  In  this  State  If  Ihis  statute  can  live,  unleiesome  Iransporlatlon  company  sbal 
decmlt  wise  to  clothe  them  with  the  anthorlty  to  act  as  Its  agents. 

It  is  asserted  by  counsel  that  the  traveling  public  and  the  transportation  companies  have  been  ■ 
defrauded  by  the  acts  ol  the  brokers  In  the  selling  ol  unused  or  alleged  to  be  unused  passage  ticket 
as  to  call  for  legislation  of  a  pmiectlve  character,  ol  which  this  alatute  Is  the  ontcome.    The  tendenc 


e  Mmcs  undoubtedly  Is  to  rush  lo  the  i^lslature  for  a  care  for  all  tbe  grievances  of 


whetherreai  or  imaginary,  and  many  novel  experlmenls  in  legislation  ai 
.... ....  ■ . — naltleehavc  oeen  provided.    It  isa  lu 


Bui  usually  In  case  of  wrongs  penutleehavc  cieen  provided,    it  isa  novel  It^slatlon  Indeed  Ihat 

• — ipts  to  take  away  Irom  all  people  the  right  to  coriduct  a  given  buslnGH  because  there  are  wrong. 

in  It,  from  whoso  conduct  the  people  suffer.    But  where  in  the  statute  Is  to  be  found  the  evl- 

'  llspuTpo«elH  to  prevent  Irsud?    "In  the  title  ot  the  act,"  answen  counsel,  and  with  that 


answer  he  has  to  be  content    For  while  the  act  is  entitled  "Fimuils  In  thesaleof  pi „ , 

the  body  ot  tbe  statute  does  not  contain  any  reference  to  forged,  altered,  used,  or  stolen  tickets.  Tbe 
■ale  of  nich  Ucketa  Is  made  •  punishable  offense  under  other  sections  of  the  Penal  Code. 

The  provisions  of  Uieact,  therefore,  have  reference  to  the  selling  of  valid  tickets  regularly  inued 
by  a  transportation  company.  Can  the  legislature  declare  such  sates  to  be  fraudulent,  or  prohibit 
them  on  the  ground  ihat  It  tends  to  prevent  traudf  If  the  act  prohibited  is  fraudulent,. there 
oau  be  no  donbl  that  the  legislature,  under  lis  police  power,  may  provide  lor  lla  ptiDiitament;  bat 


F.  T.  LINDENBEBGER; — nCKET  BBOKBRAGB. 


>e  how  mcb  ■  nie  debMidi  a  tmuporlatloD  compui;.  II  a  tnaupcnta- 
uuu  i»ui|i>u]  ■»>••  uv>c>  /mm  New  Yoik  to  San  nanclsoo.  It  allderlake■tocaInlhehjaIda^fIOIa 
one  place  to  tbe  other.  It  coats  the  comptnr  no  duks  to  eixTj  one  penoa  than  It  don  the  other. 
How.  then,  c*d  It  be  deinnded  or  In  vts  wtt;  pn)tidlc«d  br  the  tniufer  of  nch  ■  ticket  bf  the  rMr. 
rhsMr  to  ukotber  peraou?  It  la  aaJd  that  the  probibltloa  ol  aneh  a  tale  lenda  to  protect  the  tis' 
liom  belns  defnnded.  If  It  la  ■  nle  ol  a  vallo  ticket,  no  fraud  can  poaitblr  lemlt:  and  if  tt  ii  i 
sale  of  a  valid  ticket,  then  the  Hale  la  IranduJeat  and  la  prohibited  b;  other  provIalonB  ol  the  I 


h  It  Ii  pretended  can  lapport  the  weisht  of  thli  atatote,  and  Uiat  la  that 
raved  BDlBclBiil]?  efflcacloiia  to  wholly  prevent  fraud,  an  emereer —  '- 
''  '  li  public  the  right  to  engage  in  the  boi 


Penal 

It  la  not  contended  that  the  budncsa  of  ticket  brokerue  lain  itnelt  of  a  fnudalent  ehaiaoter.  Tlie 
boalneaa  can  be  boneatlf  condocted:  It  has  been  so  conducted  in  tbe  past  by  honest  meo  engaged  In 
It;  and  the  moat  that  la  aaaertad  la  that  there  at«  some  men  engaged  In  IhebuaiQeaBwholulTemipoaBd 
on  tbe  put>llc.  The  aame  aaaertioD  can  be  made  with  equal  truth  of  every  buoinea,  tiaule,  and 
prolesdon. 
BecsDie  nine  coal  dealen  and  Tendeia  In  angu  cheat  In  weight,  and  dealera  In  paints  and  olli  in 
1  In  tobacco  In  gnaUtr.  It  haa  not  Hitherto,  we  venture  to  pr,  been  thought  the 
sake  It  a  felony  for  penona  to  heraafter  ennge  tn  lueh  budneaa  unleaa  they  ahall 

...  pointed  ai  agent!  hy  the  coiporatlonaniaiinlactarlng  or  prodndnK  the  crodnet. 

II  another  motive  for  this  enactment  la  auggealed,  and  that  ia  tint  Ita  real  pnipoae  &  to  enable 

tranaportatlon  companlea  to  compel  othera  with  which  they  nuf  enter  Into  pooung  arrangemenu  to 

.i,„i „.  i__  .^—^  _i-i.>L_  _u.i. .. (peqoently  the oulomie onderthe present 

L  tbe  weaker  corporeUon  to  auoh  an  agree- 
lower  than  tbatagreed  npon. 

"'" " "-Connell  (82  Fed.  Rep..  SB),  where  a 

la  nnder  cooaidemllon  " — '- 


.  dInMse  of  lla  tickets  at  a  price  lower  than  tbatai 
ivtlle.  Cfnelnnatl  and  BL  Lonia  Railway  ComMn; 
avlng  ai^iarently  the  Mme  object  In  view  aa  tbi*  i 


Itaoplnkm quota  tram  Hinneaolav.cbibet  (G7 Minn.,  SU)  the  following:  "itwaaaJao  commoolv 
believed  that.  In  order  toeradeatatateadeaignedtOBecuie  uniformity  of  miesand  to  prevent  dlacrlmi- 
natloDB.  acnne  carrien  of  pasBengera  were  In  the  habit  of  pladng  Urge  blocka  of  their  ticketa  with 
'acalpera,'  oatenalbly  not  their  agenta.  for  aale  at  cut  rates.  To  remedy  these  and  similar  abuaea.  real 
or  luppoeed.  thta  statute  was  pasBed.  That  all  Its  provlaions  have  aome  relation  to,  and  lendeucy  to 
accompllah,  thlaend  la  quite  clear." 

Counsel  argue  that  the  helpfulness  of  the  ticket  broker  In  secnrliig  to  the  traveling  nubile  the  bene- 
"-  -'  — h  competition  was  of  Buch  a  fraudulent  character  aa  to  wholly  justify  tbe  legislation,  and 

.1..  J — ij ._■  < I .  .<  — 1.  — .._u —     g„^  ^^  p„^  Iqj,  (),j  pjjgaut  the 

the  police  power. 

Whatever  tiielegldBnire'amotlTe,  the  tact  la  that  It  haspaned  an  act  which  does  not  declare  ticket 

''Venge  unlawful,  lor  It  allows  any  person  who  may  be  fortunate  enough  to  aecure  an  appointment 

genf  for  a  ttanaponatfon  company  to  engage  in  ticket  lirokeiage,  but  the  act  does  declare  that  It 

peraon, other  than  an  agent  <n  a  bansportaUon  company.nndertakea  to  engage  In  the  paaBenge^ 


any  peraon,  other  than  an  agent  ol  a  InuuportalloQ  company,  nndertakea 

ticket  brokerage  bnabien  he  ahall  be  guilty  of  a  felony;  in  other  words,  tL_ 

lienaofNeir  York  to  engage  In  the  buying  and  selling  of  paaaagetlcketiunlen  empowered  to  do-ao 
by  the  written  appointment  ol  a  tranamrmtlon  company. 

Much  haa  been  aald  tnargnment  with  reference  to  tblaatatatetnamoreagreeable  rein,  placing  the 
atatnte  in  a  somewhat  mora  attnuttre  form,  bat  It  la  aa  well  to  go  beneath  the  autface  and  get  at  the 
truth,  which  li  that  the  atatnte  waa  intended  to  and  does.  In  tact,  vcM  Uie  control  of  the  sale  of  pa>- 
Mge  tickets  within  this  State.  iu>t  Mily  of  tranaportatlon  companlea  dohig  bnaineaa  In  thli  Btate,  bnt 
throughout  the  world,  ezclnnvely  in  the  hands  of  aneh  companies. 

The  DusineH  of  selling  naaaage  tickets  continnea,  OiereKire,  to  be  regarded  aa  a  lawful  and  legltl- 
male  buidaeas.  Putilic  policy  Is  sdU  declared  to  bvor  a  buslneas  which  recognises  tbe  propriety  of 
the  middleman  between  tbe  MtMOger  and  tbe  tnnvanatlOQ  company,  but  the  right  to  engage  in 
it  Is  denied  to  the  general  public. 

The  question,  then.  Is  whettaer  tbe  oiganie  law  nroMblta  legislation  of  this  chsTHCler. 

Before  referring  to  tbe  provlalims  of  the  ConatltutloD  that  It  Is  confldentlT  asserted  condemn  snch 
legidatlon.  It  may  not  be  ont  of  place  to  note  thai  the  grandog  of  monopolies  or  exclusive  pilvllegea 
to  corpomnons  or  persons  haa  been  regarded  aa  an  Invasion  of  the  ilghls  of  othen  to  follow  a  lawful 
calHng  and  an  Infringement  of  penonal  liberty  bom  the  dmea  of  the  reigns  of  Elisabeth  and  Jame*. 

The  statute  ol  21  Jao.,  abolishing  monopolleai  baa  been  from  the  time  ol  Its  enac ' '"''  — 

Btatutory  landmark  "' "^  """' 


;.,  abolli^ing  monopollea,  baa  been  tnaa  the  time  ol  Its  enactment  legarded  as  a 
of  English  liberty,  and  that  nation  has  Jealoualy  preaervGd  It.  II  was  a  part  of 
ilGh  our  tathera  brought  with  them  and  Incotpoisted  into  the  organic  law.  to  the 
id  that  the  lawmaking  power  shall  be  restrained  from  Interference  with  it. 
In  thia  connection  the  language  employed  by  Hr.  Justice  Field  In  Butchers'  Union  < 
Ity  Co.  {Ill  U.  S.,  lU,  7M,  AT)  ^  mo&  iDstructlve:  "Asia  ourlnteroouise  with  our  f e 


nver  shall  be  restrained  from  interference  with  it. 

■■      —•---■■       -Uni^..,^ ^ 

ir  fellow-m 

le  foundation  of  all  action,  and  upon  a  recognition  ol  th 


ptUudplea  of  tnonlity  areaawnned  to  exist,  without  which  society  would  be  impandble.  so  certain 
luuiirent  rights  lie  at  the  foundatkm  of  all  action,  and  upon  a  recognition  ol  them  alone  can  free 
Instltati(»u  be  maintained.  These  Inherent  rights  have  never  been  more  hapi^  eipreased  than  in 
(he  Declaration  of  Independence,  that  new  evangel  of  liberty  to  (he  people: 

-We  hold  these  truths  to  be  sell-evident"— that  Is.  so  Plain  that  their  truth  la  recognised  upon 
their  mere  statement— "  (hat  atl  men  are  endowed  "—not  by  edicts  of  emperors,  or  decrees  ol  Parlia- 
ment, or  acts  ol  Oongren,  but  "by  tbelr  Creator,  with  certain  Inalienable  rights"- that  la,  rights 
which  can  not  be  bartered  away,  or  given  away,  or  taken  sway  except  tn  punislunenl  of  crime— 
"and  that  among  these  are  life,  liberty,  and  the  puisuit  of  happiness,  and  to  secure  these"- not 
grant  them,  Imt  aecure  them-"  governments  are  Instituted  among  men.  deriving  their  Jnst  powen 
nom  tbe  consent  of  the  govenied." 

Among  theae  Inalienable  rights,  as  proclaimed  in  that  great  document.  Is  the  right  ol  men  to  pur- 
ine their  tuumlnCM.  by  which  Is  meant  the  right  to ....^..  ....^ m™  i„  .__ 

Sieet  enjoyment.   The  common 
are  innocuoua  In  themselves  ai 
.  must,  therefore,  l>e  tree  in  this  o 

e,  except  that  which  la  applied  to  all  peraons  of 

ie  age,  sex,  and'  condition.  Is  a  dlsdngulsblng  privilege  of  citliens  Of  the  United  Stat«a,  and  an 
al  element  ot  that  freedcou  which  they  clahn  as  their  nirthrlghl.   •   •   • 
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Id  tbie  coDQtn  It  haa  Mldom  been  hald.  isd  never  In  ao  odioui  urormuli  here  claimed,  that  hq 
entlra  trade  >Dd^ui1nea  could  b«  talum  Rom  ddieiu  and  veated  In  a  alQglc  conioratloii.  Such  IcRtn- 
latlon  has  been  regarded  everywhere  else  an  Inconsiilent  with  olvil  Ubeny.  That  eitetsonly  when! 
every  iDdi  vidua!  hsBtbo  power  to  punuehiiown  bapplnem  according  to  hlAOWnvlewi.  unrettntliicd 


mpartUl  lava 

la  taken:  "  But  the  rundaicental  rtghta  oi  Jite,  liberty,  and  the  pursuit  ol  happiness,  couiddered  aa 
Indlvldoal  ponearions,  are  secured  by  thcae  nuLxima  of  constltutlooal  law  which  are  the  monumeota 
abowlDgtbe  victorious  progreai  o[  the  race  In  securing  to  men  the  blealngiiof  clvllliallon  under  the 
rdgn  oFjuat  And  equal  lam,  so  that.  In  the  IBinOQB  language  of  the  Hanachusetu  bill  of  rlgbta.  the 
goveroment  of  the  Commonwealtb  'may  be  a  government  of  lawa  and  not  of  men.' 
"Pnrthe  very  Idea  that  one  man  may  be  ct»npelled  to  hold  hlalile,  orthemeana  of  living,  or  ■>"" 
al  Tight  enentlal  to  the  enjoyment  ol  life,  at  the  mere  will  ol  another,  aeema  (o  be  Inlolen 

. — There  freedom  prevalla.  aa  being  ■' '-' !.—••  ■• 

Ds  have  alio  been  Incorporated  In 

y^... .___■_,. V, 

M 

Jtidcmetitof  blipi 


MtbeStkte , 

~'  any  at  the  rishla  or  prlvUwes  secured  to  any  citizen  thereof,  unleaa  by  ibe  law  ol  the  land  or  the 
.-Jgmetitoflilipeen.'' 
Articla  l.ncthm  S,  ol  the  state  coQiBtltiitlon  provldee  the 

«..  .... ^wlthoutdue  procBW  of  li— ■■    ■"' 

ID  quoted,  wai  coneidered 

._.  .-^jEarl.    Hf— '■■'—■"-" 

le  may  be  deprived  < 

tuv  actual  imprlaonment  or  reatn. — -.. r- — - —    -j.  — ' ■  -^  *-— 

oounlry.  means  the  right,  notonlyol  freedom  from  actual  nervltude,  Imprlaanmenl.  o 
the  rUht  of  one  to  use  hla  facnltlea  In  all  lawful  ways,  to  live  and  work  where  he  w 
livelihood  Id  any  lawlul  calling,  and  toporaue  any  lawful  trade 


of  law."    The  word  "  liberty,"  aa  employed  In  the  pro- 

,- -- ■-■-,  .-: 1. :_._:_____  ,:;tJ;Y:,9S).ina ma* 

terful  opinion  by  Judge  Earl.    Heaald  (pp.  iW,  107): 

..c,  .,, ■■- -"-prlvedolblallberly,  and  hiscoastltutlonal  rlBbtsthereto  violated  without 

jr  reatrslnt  ol  hla  perion.    Liberty.  In  ITa  broad  seoae,  aa  undentood  In  tbia 


e  legislature  of  the  police  power,  which  will  be  noticed  later},  are  iutrlngemenls  n) 
itel  rigbtaol  liberty,  wbleb  are  under  eonatitutrooal  protection." 
lie  c.  Man  (»9  N.  Y.,  S7TJ  thla  court  declared  unconslltutlanal  a  statute  that  pnthlbl 
manuiaciure  und  sale  of  any  subatltute  tor  butter  or  cheese  produced  from  pure  imadulterelea  mm 
orcr«uu.  Judge  Rapallo,  speakliu'  for  the  court,  said:  "Among  these  no  propoaltlan  la  now  more 
firmly  aeitled  than  that  It  Is  one  of  the  fundamental  righlaand  prlvllegea  of  every  American  citlien 
to  adopt  and  follow  aucb  lawlul  Industrial  pursuits,  not  Injurious  to  the  community,  aa  he  may 
■eeet. 

"The  term  'liberty,'  as  protected  by  the  CoDStltutlOD,  Is  not  cramped  Into  n  mere  freedom  from 
phyaloal  restraint  of  the  person  of  tbeeitlien,aabyinc»rcerallon,but  isdeemed  to  embrace  the  right 
ol  man  CO  be  free  In  the  enjoyment  ol  tbe  faculties  with  which  he  has  bean  endowed  by  hli  Creator, 
aubject  only  to  such  restrafnls  as  are  neceaasiy  (or  the  common  welfare." 

In  People  c.QllBOD[10eN.Y.,39«)aMatute  was  declared  to  be  unconstitutional  which  prohibited 
tbe  ule  ol  any  article  of  food,  or  oOerlng  or  attempting  (o  do  so.  upon  any  represenlatlon  or  Induce- 
ment that  anything  else  would  be  delivered  asaprlie.  premium,  or  reward  to  the  purchaser.  Judge 
Feckbam, In  delivering  tbe  opinion  ol  tbe  court-altercofi^erlng  the  statute  said,  [p.  SM):  "A  liberty 
to  adopt  or  follow  for  a  livelihood  a  lawlul  industrial  pursuit,  and  In  a  manner  not  injurioualu  th' 
commuDlty,  Is  certainly  iDlrlnged  upon.llmlted.perhapa  wakened  ordeatrayed,  by  such  legislation, 

Aigument  certainly  la  not  needed  in  the  light  of  tt ■— ■-■ — ■  -• ■ —  ■"— .  .■. 

•■liberty"-*"'--' -«  — — -.  ■—-  "— 

such  Bckc 


„ these  declriona  to  support  th.  _ . — 

this  State  to  engage  In  (he  buslnesH  of  brokerage  In 


...  It  la  still  a  lawfnl  buslneaa,  although  the  right  to  engage  In  It  Is  limited  to  such  peraona  as  may 
be  appointed  by  tbe  transponatioD  companies. 

The  statute  is,  therefore,  In  contravention  of  the  State  constitution,  and  Is  void  unless  its  enactment 
by  the  legislature  coDStltuted  a  valid  eiorclxe  of  the  police  power.  That  power  Is  very  broad  and 
eomprebenslve,  and  tusnolasyet  l>een  luUy  described  or  Its  extent  plainly  limited,  but  It  Is  exer- 
cised lo  pt^imole  tbe  health,  comfort,  safety,  and  welfare  of  society.  In  each  of  the  last  tliree  cases 
died  It  was  invoked  by  counsel  to  sustain  a  statute,  and  !t  received  very  careful  consideration  at  tbe 
bands  of  this  court. 

It  was  held  that  the  power,  however  broad  and  eitenalve.  Is  not  above  the  Constitution.  In  ot>edl- 
encelothe  commaodsof  which  the  conrts  will  protect  the  rights  ol  Individuals  Itom  Invasion  under 
the  guise  of  police  regulations,  when  It  Is  manifest  that  such  Is  not  the  object  and  purpose  of  the 
regulation:  and  while  It  la  the  general  province  of  the  legislature  to  dclerminc  what  laws  and  regu- 
lations are  needed  lo  protect  the  public  health,  comfort,  and  safety,  courtH  must  be  able  to  say.  upon 
a  perusal  of  the  enactment,  tbat  there  la  some  fair  and  reaaonablc  connection  between  Hand  the 
ends  above  mentioned.    Unleaa  such  relation  exists,  an  enactment  can  noi  be  upheld  as  an  exercise 

The  doctrine  of  these  cases  was  very  recently  considered  and  reasserted  by  this  court  In  Colon  P. 
Lisk  11^  N.  v.,  188), and  lu  larther discussion  at  tbis  time  would  be  a  work  of  supererogation,  mdet 
tbe  law  of  this  State,  therefore,  it  Is  the  dntyol  the  court*  to  examine  leKlHlalion  complained  olasin 
violation  of  the  riihtsaecured  to  tbe  clCIiens  by  the  Constitution,  lor  the  purpoBe  of  ascertaining 
whether  the  healto,  morals,  safety,  or  welfare  of  the  public  jiutifleu  lis  enactment. 

In  psaslng,  It  may  beobserved  that  while  It  la  nndoubledly  the  rule  tbat  railroads.  steamtKMta. 
warehouBee.andoIher  anodations  of  that  nature,  impreased  with  a  public  dutvand  Intended  toper- 
form  certain  quasi-public  functions,  may  be  the  subject  of  legislative  control  and  regulation  so  long 
as  the  legislature  does  not  transcend  the  limit  ot  State  or  Federal  Constitution,  still  Ibal  rule  Is  with- 
out applTcatlon  lolheleatureaaf  the  statute  before  tbe  court  on  this  review. 

This  inquiry  involves  such  portlonol  the  statute  only  oa  undertakes  to  prohibit  ciliiensol  (he  Slate 
from  engaging  In  tbe  brokerage  buaiaeaa  in  posMge  ncheta.  Tbat  portion  of  the  statute  certainly 
placee  no  burden  upon  tranmortation  companies,  nor  doei  It  lu  any  way  regulate  the  manner  in 
which  transportation  companies  shall  conduct  their  buslneaa  or  any  part  of  it. 

The  legislature  has  no  Jurisdiction  lo  regulate  the  methodH  of  business  of  foreign  transportation 
companres,  nor  can  It  prevent  them  from  selling  their  paamge  tickets  In  this  State,  but  bv  this  act  It 
does  undertake  to  prevent  any  citizen  of  this  Slate  from  purchtLiing  the  passage  tickets  of  foreign 

some  transportation  company.    The  right  hlihcrio  exercised  by  I'llizcns  lo  Ovai  In  pa«Bge  tlckea 
over  transportation  rouicn  without,  aa  well  as  within,  this  State,  Is  sought  (o  be  rut  on. 
Again.  It  may  be  conceded  that  It  is  witliln  tbe  power  of  the  l^lslature  lo  regulate  the  manner  Id 


F.   T.   LINDENBEBGEB: nOKET   flBOKKRAQE. 

which  ceruin  kinds  ol  tmrinefH  may  be  oo.iductpd;  thnt  It  may  require  one  booVIiik  ti 
given  punuil  lo  Beeure  tnun  IheSinle.oronuof  luuttviiu.  nllet'iiK':  llialltniuj'rt'qtJrci 
an*  particular  oecupatlon  topeyataic  for  theprlvO^eorcondurtlng  hU  biwlnew:  and 
dlnon  to  the  right  of  carrying  on  b  biulnera  that  In  the  hands  ul  Inoimpvlcnt  peimnn 
duetlve  of  Injury  touthen.  thu  leglslulure  may  requlrv  that  brfore  engaging  therein  ont 
the  public  anlhorltlee  that  he  la  compeleol  and  muiaUy  quolifled  to  cnnduirt  It. 
Itiitn«nfliirtht<w  methods  waa  adopted.    No  attempt  Ih  made  to  exclude  pemimof  I: 

the  buidnein,  nor  are  the  public  authorltleii  given  the  right  In  determine,  by  eiam- 
sc,  thechaiBcIcr  of  the  pctBon  to  bo  eogafti.'a  In  It;  butthc  tran>porlatloa  companlM 
I  with  the  power  to  allow  whomsoever  they  will  to  engage  In  the  bunlness. 
. — .1 —  t„  .„i — ._■  .u..w.p^^Jg  there  have  been.  In  ttmes  past,  dishonest  persons 

,,  h  the  r^Ault  that  frauds  have  been  perpetrated  on  both 

s,  therefore  the  leglelature  can  deprive  every  citizen  engaged 

, „ ^ _ are  guilty  o(  dlshonent  practlcea 

in  the  conduct  of  Biich  a  business  and  the  machinery  ol  the  law  put  In  motion  for  Its  rigomnn  enlorce- 
loent:  buttncutup.  rootand  branch,  a  buKlnem  thnt  may  be  honestly  conducted,  to  the  convculence 
Of  the  public  and  the  profit  of  the  persons  nigagcd  In  Itl^  beyond  the  leglatallve  power, 

II  the  law  were  otherwise,  no  trade,  buHlnew.  or  profoxlon  rould  escape  destruction  at  the  hands 
of  the  leglslatnre  If  a  situation  should  arise  thatwiiulil  Kiimulste  It  to  exercise  lis  power,  tor  In  every 
field  of  ^ideavor  can  be  found  men  thatseek  proflt  by  fraudulent  proce^iEeii.  Transportation  tic kels 
have  been  forged.  It  Is  said:  so  have  note*,  checks,  and  bank  bills.  Railroad  companies  ore  no  mote 
bound  to  honor  forged  tickets  than  the  alleged  makerof  a  forged  note  isUiund  to  pay  It. 

An  Innocent  person  who  HuHen  by  parting  with  bis  moneyon  a  forged  ticket  has  nis  remedy  against 
thevendorjustlhesameasbailhebnnk  that  discounts  a  forged  note.  Buch  instances  might  be  mul- 
tiplied, but  it  would  serve  no  good  purpose,  for  It  Is  well  known  tbat  no  business  can  be  suggested 
through  which  Inn cKent  part leH  may  not  be  occasionally  victimized.  But  because  of  that  fact  huneal 
men  can  not  bepnventcd  from  engaging  in  their  choAcn  occupations, 

acrompllBhed  by  the  sale  to  the  broker  by  a  competing  railroad,  at  much  less  Ilian  the  reguhir  rales, 
of  a  block  ol  tlclicis  that  ihe  broker  Is  enabled  to  sell  to  his  customers,  and  this  to  a  certain  eilent 
tat™  imvol  from  it-'  oompetltore. 

„  ■„  „..„^  ...  ..,^..1,  .t „  In  another  Jurisdiction  denounces  the  ticket  scalper  for 

■  tiiBiaiisi.  and  pronouncessurb  buslntw  fraudulent  alike  In  Its  con- 
mijLiiiii  niiu  upciaLiuiii  LiiiL  rfc  pass  this  opinion  without  other  comment  than  to  say  that  whatever 
may  be  regarded  as  Ihe  law  In  other  jurisalction?.  In 

welfare  is  best  subserved  by  the  enconrogement  of  .       ,  .  

Judd  r.  Harrington,  Id.,  10b).  and  hence  this  so-called  reason  furnishes  no  support  to  the  claim 
Ibis  leglslBtiDQ  was  for  the  public  good. 

I  have  now  called  nttenllDn  to  all  the  atgumenla  that  have  been  advanced  In  support  ol  the  claim 
that  the  provisiousof  the  statute  under  fonalderallon  are  so  evidently  Intended  lor  the  public  good 
as  to  constitute  a  va)  Id  exercise  ol  the  police  power  by  Ihe  legislature,  and  those  arguments  seem  so 
wholly  without  merit  as  to  suggest  thni  Ihey  constitute  a  mere  pretext  put  forward  lo  uphold  legisla- 
tion boitlle  to  the  liberty  of  the  eltlien  as  that  word  Is  used  in  the  Constitution.  If  the  views 
exprened  be  well  founded.  It  follows  that  it  Is  the  dulv  of  ibe  pourt  to  declare  that  portion  ol  the 
Statute  we  have  considered  to  be  In  contravention  ol  the  Constitution  and  void. 

The  order  should  be  reversed  and  the  prisoner  discharged. 

(A  copy.)  E.  H.  BmvH.  Rrpcrla: 

The  Witness.  There  is  an  amusing  circamstance  in  connection  with  that  laat- 
ter,  George  H.  Daniele,  general  passenger  agent  of  the  New  York  Central  Rail' 
road.inhia  talk  beforetheSenatecommitteewhentheantiecalpinK  bill  was  nnder 
consideration,  made  the  statement  that  the  RTeat  Empire  Stato  of  New  York,  of 
which  he  was  proud  to  say  he  was  a  citizen,  had  stamped  this  contemptible  faasi- 
ness  with  the  nrand  of  outlawry.  Well,  it  happened  a  few  days  later  that  the 
highest  court — the  conrt  of  appals  of  New  Yorlc,  of  this  great  Empire  State  of 
which  he  was  so  proud  to  be  a  citizen — declared  the  buniness  to  be  a  legal  one,  and 
that  it  had  been  nonestly  conducted  and  was  being  honestly  conducted,  and  also 
declared  the  anti^calping  law  of  that  State  unconstitntional.  Hr.  Daniels  did 
not  for  a  moment  stop  bis  efforts  to  secare  the  passage  of  the  bill  in  Congress. 
The  vote  in  the  House  of  Representatives  was  taken  a  few  days  after  that  decision 
had  been  rendered.  Failing  in  the  Senate,  the  bill  died  with  the  Fifty-flfth  Con- 
gress, but  was  promptly  introduced  at  the  next  session — the  present  session. 
Being  just  before  a  national  election,  the  bill  was  shelved  in  committee,  becaase 
it  is  not  a  popular  measure  with  the  people,  and  might  injure  the  chances  of 
the  reelection  of  a  great  many  of  the  Congressmen  who  were  under  obligations  to 
railroad  managers  to  vote  for  it.  The  only  reason  I  can  give  for  its  not  being 
bronght  np  in  the  later  days  of  this  session  (it  is  now  lying  in  committee)  is  that 
there  is  too  mncb  business  before  Congress  for  it  to  be  considered,  and  I  think 
anyway  that  with  the  present  Congress  it  would  have  no  chance  for  passaffe. 

The  object  of  the  tremendous  effort  of  two  years  ago  to  pass  an  antiscalping  bill 
became  apparent  when  the  edict  went  forth  a  year  ago  to  stop  the  payment  of 
commissions.  With  the  broker  out  of  the  way,  commissions  aiscon&nned,  and 
competition  throttled,  the  absorption  of  weak  lines  would  be  easy  work  and  pools 
could  be  easily  and  secretly  conducted. 

There  may  possiblj^  be  some  reason  in  the  argument  that  absolute  equality 
should  prevail  in  freight  rates,  for  every  dealer,  every  farmer,  and  every  con- 
sumer of  goods  is  interested.  It  ia  dne  to  tbo  people  that  rates  should  be  reason- 
able and  nidform.    It  is  right  to  the  owners  and  managers  of  railways  that  they 
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ahonld  receive  a  fair  compensation  for  services  performed.  But  nnleas  the  ele- 
ment of  competition  ie  eliminated,  the  building  of  nnneceeBary  lines  prohibited, 
and  the  conduct  of  the  railway  and  steamship  linee  taken  ont  of  the  huids  of  the 
enterprising  "  hnatlere  for  trade  "  who  now  manage  them,  I  do  not  imderstand 
how  the  desired  end  can  be  accompliBbed. 

Now,  as  to  passenger  trafBc,  I  can  not  see  how  the  price  of  tickeba  can  be  of  so 
great  and  absorbing  interest  to  the  welfare  of  the  country  ae  to  call  for  interfer- 
ence by  Congress,  wliile  all  are  affected  by  freight  rates,  bnt  a  small  proportion 
of  onr  popnlation  is  affected  by  paseenger  tarifEs.  The  price  of  sngar,  of  flonr, 
ctf  potatoes,  the  cost  of  clothing  and  boots  and  shoes,  and  even  the  cost  of  patent 
medicines,  are  of  more  importance  to  the  masses  than  this  subject  of  passenger 

We  believe  the  practice  of  circnitons  tickets  justifiable.  The  short  line  estab- 
lishes the  rate  and  is  naturally  entitled  to  the  through  business.  If  a  combina- 
tion of  lines  is  formed  that  makes  a  mileage  of  from  100  to  500  more,  and  a  loss 
in  time  to  the  passenger  of  from  3  hours  to  24  in  transit,  a  broker  is  perfectly  jna- 
tified  in  applying  his  methods  of  business  t<>  this  class  of  tickets.  The  railroads 
seem  to  act  upon  the  principle  that  conspiracies  against  each  other  are  entirely 
justifiable.  Railroad  properties  may  be  wrecked,  offensive  imd  defensive  alliances 
perfected,  rates  may  t>e  made  by  illegal  agreements,  and  snch  actions  sball  be  the 
fciw;  but  what  a  wicked  act  for  the  detestable  "scalper,"  without  their  most  right- 
eous authority,  to  step  in  and  break  up  this  scheme,  with  a  vulgar  intent  to  make 
money  for  himself  and  effect  a  saving  for  his  customer! 

1  believe  that  is  all,  and  I  would  be  glad  now,  Mr.  Chairman,  to  answer,  to  the 
best  of  my  ability,  any  questionB  which  the  members  of  the  commission  choose 
to  ask. 

Q,  (B^  Hr.  Kenhedy.)  What  other  State  has  declared  an  antiscalping  law 
onconstitntional? — A.  Pennsylvania  wasthepioneerin  that.  I  think  theypassed 
a  law  In  1863,  bnt  it  never  was  known  there  was  such  a  law  outeide  of  the  city  <tf 
Philadelphia.  There  is  Pennsylvania,  Minnesota,  New  Jersey,  Montana,  Indiana, 
Texas,  Florida.  New  York,  and  Illinois. 

Q.  What  I  want  to  know  is  this:  Did  not  the  court  of  some  other  State  declare 
a  law  to  be  unconstitutional  about  the  time  that  the  court  of  appeals  of  the  State 
of  New  York  acted  on  this  CAee'i — A.  Texas.  I  think  the  Texas  oeoision  was  aft«r 
that  of  the  court  of  appeals  of  New  York. 

Q.  When  was  the  nlmois  decision  given? — A.  When  we  say  that  these  decisions 
were  made  in  two  States  declaring  it  unconstitutional,  we  refer  to  Texas  and 
New  York.  In  Illinois  I  think  our  only  legal  opinions  were  given  by  the  lower 
courts.  The  matter  was  roshed  in  a  peculiar  manner  before  the  supreme  court  of 
the  State  of  Illinois  in  a  prepared  case  from  some  out-of-the-way  place.  There 
was  no  opposition  made  to  it,  and  in  some  way  a  decision  was  rendered  b^  the 
snpreme  court  of  Illinois.  In  the  lower  courts  there  have  been  several  decisions 
declaring  it  unconstitutional,  but  not  in  the  snpreme  court. 

f  The  witness  submitted  copies,  taken  from  the  Chicago  Law  Journal  of  dates 
July  29, 1898,  and  February  IT,  1899,  of  opinions  in  cases  in  the  circuit  court  oS 
Cook  County,  111.,  deciding  that  the  law  of  that  State  aimed  at  ticket  brokerage 
was  unconstitutional.  Bo  much  of  said  opinions  as  relates  to  ticket  brokerage 
follows:) 


(The  P«>ple  v.  Edvord  UllmsD.    Id  the  rircult  court  of  Cook  Cotmty,  III.    aibboni,  John,  Judge. 
(FlledJulyJS,  18W.]] 

Motion  to  qtuith  imUetment, 

1.  The  law  ol  W\  nuking  It  unUwfiil  [or  any  pemon  not  iiUthorlied  ny  Ibe  oimeT  or  operator  ol  a 

railroad  to  teu  oi  tninBfer  tickets,  pawea,  or  other  evidence  of  tlie  holder's  Ulle  lo  Ravel  on 
any  rallroail  or  ileambo&t.  la  uDCOnHtilutlooal,  u  the  legl^alure  can  not  make  an  act  crlmlDal 
which  in  In  ilBGlf  innocent, 

2.  The  police  power  of  a  Slate  defined,  and  loalancee  given  whaielh  It  may  be  exerclaed. 
QiBBoNs,  J.:  The  defendant  haa  been  indicted  under  a  etatute  ot  thla  State  pained  in  the  yearlgTS 

entitled  "An  act  to  prevent  Iraudpopon  travelemand  owner  or  owners  of-any  railroad,  Meamboat, 
or  other  convevance  for  the  transportation  ol  pasengen!."  a  partol  which  act  reads  u  follows 

"That  11  Khali  be  the  duty  of  owner  or  owners  of  any  railroad  or  steamboat  for  the  tranaportatloik 

of  pajwengen  to  provide  each  agent  who  may  be  authorised  tr  """  "--■--'-  —  -.■ "« — -j 

Ulns  the  holder  lo  travel  upon  any  railroad  or  steamboat  w 
of  HUoh  agent  to  make  such  mie'.  which  cerdScate  shall  be 
owner  of  such  railroad  or  xteamboat." 

Defendant  sued  outn  writ  of  habean  corpuii  before  me  to  »».  ^.^  ...„...,»„.,„„,.. j  „,  _~._^»  ...., 
upon  my  migKNlion,  amotion  was  made  Co  quash  the  Indictment,  and  that  the  qnenon  be  preaenui 
on  that  moUon  Instead  of  on  habeas  corpus.  /  ~  I 

.  .  .  .  .  ,,  1,1.  .t,K>'-ilU 
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le  conMlluKonallty  o[  tlie  lav  miut  be  lesled  w«h  reterencc  to , 

roncrmi^.    That  eecUon  pruvldts:  "  That  It  sbatl  ni 
-  ■uUiorilj"  (mcBDlng  the  authoHty  gpcclflcd  In  th - 


evidenced,  to  Hell,  barler.iirlnuitfpr,  for  bdt  conBldeiatloa  whalerer,  (be  whole  or  ant 
cket  ortlckeCa,p«asee,orothereTldenceof  the  holder'*  title  to  travel  on  anv  nllrood  or 
hetherthe  sune  be  altualed,  operated,  or  owned  wllhin  or  wlthoBt  the  llmlla  ol  Uila 

Tbe  ut  ii  not  aimed  at  nor  directed  lo  ihe  prevention  c 

truwlerottldietaorpftiiaea  which  do notenlltle  the  holder  t. , ,„.  , 

like,  bat  liapeclallr  limited  to  and  directed  BKBlnai  the  barter  or  ailc  of  tickelB,paaiea, or  other  e 
dencea  of  the  holder's  title  to  travel,  etc. 

It  En  contended  that  a  i^lway  ticket  la  not  penonal  property,  nor  a  ebatte],  nor  a  contract,  but 
merely  a  receipt  for  tbe  money  paid  to  tranKportatlon.  DeclslonB  may  be  found  In  support  of  tlili 
proposition,  but  they  do  not  seem  to  me  lo  be  based  upon  the  reason  or  logle  of  the  law. 

Toaay  tbala  railway  ticket  Is  not  pert»iial  property,  nor  a  vbattel,  nor  a  contract  Kin  my  opltilon. 

"'Idal  nonsense.    A  promissory  n<ite  Is  not  personal  property  nor  a  chattel  In  the  sense  that  the 

, .-I..  V ...1 ,,,^j,  [fp)ig„     It  iB  simply  the  evldeneeof  an  IndebtednMB 

holder  tlierpof.  What  is  a  railroad  tlcketT  It  Is  dmply  the 
Ei'uEim  ui  lie  ouHii^,  „  i.gui  f  >■<>.<.-<  over  the  ruads  spcclllcd  thereon,  and,  when  not  limited  to 
any  partJcolar  person.  It  may  be  sold,  transferred,  or  given  away  by  the  holder  thereof  the  same  ai 
the  owner  of  a  promissory  nott  mny  make  a  Klft.  mle.  or  transfer  thereof . 

I  am  not  unmlndlul  □(  the  fact  Ihal  railroad*,  steamboats,  narehousee.  and  other  Bsmclatlons  of 
that  nature,  Impressed  with  a  public  duty  and  Intended  to  perform  certain  quaal-publlc  funcdons. 
may  be  UiesnbJectollMlBlatlve  control  and  regulation  so  Ion j  as  the  legislature  docs  not  transcend 

.1..  .._>..  _..i.-„.. -b.j — 1  ^ L,....i._     -(..... '-'-nedln  this  case,  a  contention  which  hm 

hasfoond  support  Id  Judicial  decisions, 


tbat  tbe  legtsUtiire,  under  (be  police  power,  may  enact  any  law  wblch  It  may  deem  essential  fur  tbe 
pabllCBOOa.and  lhat.nnle«  the  law  falls  wltbln  the  ban  of  some  const! tutfonal  provtiioD,  Btaleor 
lUtloniu,  the  court!  must  uphold  It.  There  la  no  conceivable  doctrine  which  would  be  more  dan^r- 
ona  to  tbe  State  If  sanctioned  by  tbe  coorta  than  Ihe  doctrine  here  conleoded  lor. 

BlackMone.  In  hti  clanlflcatlon  odundameElalrlghls.says:  "The  third  abeolnle  right  Inherent  fn 
ererr  Englishman  Is  that  of  property,  which  consists  In  Ihe  free  use,  enjoyment,  and  dlipaaal  of  bis 
aoiiuritiona  without  any  control  or  diminution  save  only  by  laws  of  the  land.' ■  •  •  The  laws  ol 
Bngland  are,  therefore.  In  point  of  honor  and  luitlce,  eitremely  watctilul  In  aseertliu  and  protecUnK 
thkilsbt.  upon  this  principle  the  Great  Charter  has  declared  that  no  tree  man  shall  be  dlmelied  oi 
dlreMed  of  his  freehold  or  of  his  liberties  or  free  cuHtonu  bot  by  judgment  of  hlspeenortbelawof 
the  land.  •  •  •  In  vain  may  It  be  uCBtil  that  the  good  of  the  Indfvldual  ought  to  yield  to  that  □[ 
the  commnnllT;  for  It  would  be  dangerous  to  allow  any  private  men  or  even  any  public  trlbnnal  lo 
be  Ihe  Jndge  of  this  common  good  and  to  decide  whether  It  would  be  expedient  or  no.  Bealdes,  the 
public  la  notblnv  more  essentially  Interested  than  In  Ihe  protection  of  every  Individual's  private 
rights  as  modeled  by  the  municipal  law.  Iti  this  and  timllar  cases  the  legislature  alone  can,  and 
Indeed  frequently  does.  Interpose  and  compel  the  Individual  to  acquiesce.  But  how  does  itinler- 
pose  and  eompelT  Not  by  abmlutely  strlpptng  the  subject  of  his  property  in  an  arbitrary  manner 
but  by  glvlnghlm  a  full  Indemnlflcaiion  anil  cQUlvalenl  lor  the  liijary  (hereby  sustained."    Thle 

I  (I  en  consdlutto™ 

eclarliig  that  the  r-.-r--*  - 

wcrlnlfae  E:ngllsb]udlctsry  to  declare 

If  the  canlenllon  here  urged  should  be  sanctioned  as  sound  law,  (he  8Ute  I^lslature  would  be  as 
omnipotent  as  Ihe  Brtilsh  fttrliamenl,  and  there  would  be  no  power  In  the  Judiciary  of  tbleBUteor 
Of  the  United  States  lo  annul  I  la  enactments. 

Ur.  Justice  Miller,  delivering  the  nnanlmoui  opinion  ol  the  Bupreme  Court  of  the  United  fltates  In 
Yates  V.  UUwaukee,  10  Wallace,  4in,  asserts  (hat  tbe  mere  declaration  by  the  citv  council  of  Ullwau- 
kee  that  a  certain  structure  was  an  encroachment  or  ubstruc lion  did  not  make  ft  so;  nor  could  such 
declaration  make  It  a  nuinoce  unless  It  In  fact  had  that  chars  cter. 

"  It  Is  a  doctrine."  he  says,  "not  to  be  tolerated  In  this  country  that  a  municipal  corporation,  with- 
out any  general  lawi,  either  ol  (be  city  or  of  (he  State  within  which  a  given  structure  can  be  shown 
to  be  a  nidKnce,  can,  by  its  mere  decIanMlon  that  It  la  one,  sublcct  It  to  removal  by  any  penon  sup- 
posed to  be  Bggneved,  or  even  by  the  city  Itself.  This  wonld  place  every  house,  every  buslnen,  and 
all  the  property  of  the  dty  at  the  uncontrolled  wilt  and  temper  ol  Ihe  legal  authorities." 

In  Loan  Aaoclatlon  v.  Topeka,  20  Wallace.  6».  (his  same  immoilal  Jurist  was  the  flrst  lo  give 

K llcialuttenncelo  Ihe  greet  prlncipleof  Individual  right  and  peiBonal  security  under  the  law  when 
said:  "It  muit  be  conceded  that  there  areauch  rlghtnln  every  tree  government  beyond  the  control 
oftheBtale.  Agovemment  which  cecognlicd  DOKUCh  rights,  which  held  the  lives,  (he  liberty,  and 
Ihe  property  of  (ta  clUiena  subject  atalfllmes  to  the  atixolute  disposition  and  unlimited  con(rol  of 
even  the  moat  democratic  depodtoryofpoweris.aftcr  all,  but  a  despotism.  Ids  true  It  is  a  despotism 
of  the  many,  of  the  majority,  It  you  choose  lo  call  it  au;  but  it  Is  none  the  less  a  despotism. 

"It  mav  welt  be  doubted  It  a  man  has  to  bold  all  (hat  he  Is  accustomed  io  call  his  own  or  In  which 
he  has  placed  hie  happlnew,  and  the  securlly  of  which  I*  ciecntlal  U>  that  bappinen.  under  tbe 
unlimited  dominion  of  others;  whether  It  is  not  wiser  that  Iblsniiwer  should  be  eien-lsed  fiy  one  man 
than  by  many.  The  theory  of  our  Government*.  Suie  and  Kational,  1h  opposed  (o  the  depoirlt  ol 
D n limited  power  anvwhere.    Theeiccuttve,  (he  legi*la(ive.  and  Judicial  branches  of  these  Qovem- 


lOt  wiser  that  Iblsnower  should 
nent*.  Sute  and  National,  1h  0) 
D  n  limited  power  anvwhere.    Theeiccuttve,  (he  legi*la(ive.  and  Judicial  branches  of  these  i 
mentsBie  all  ol  limited  and  deflned  powers.    There  are  llmllatlonson  such  power  which  groi 
tbecMentlal  natureol  all  free  government*— Implied  reaervadonnof  Individual  rlgbls,  without  which 

the  soeiBi  compact  could  not  exist,  and  which  are  respected  by  all  gov • — •••>-'  --  ■> ■• 

Hpeabing  ol  the  police  Dower  of  tha  Sute,  Ur.  Justice  Earl  heldla 
"  Under  It  the  conduct  of  an  Individual  and  the  use  of  property  may  ] 

■omeeilent  with  Ihe  (reedom  ol  the  one  and  the  enjoyment  of  theol , 

gency,  engendering  ovemillng  necessity,  property  may  be  taken  or  desimyed  w 


at  with  the  (reedom  ol  the  one  and  the  enjoyment  of  the  other;  and  In  cases  ol  great  emer- 
Bcuvf.eugenderlngovemillng  necessity,  property  may  be  taken  or  desimyed  without  com  pen.aatlon 
and  without  whallscommonlycalleddueproceMollaw.  Thelimitof  Ibis  power  can  not  be  accurately 
deHned.  and  (he  courts  havenotl>eeD  able  or  wilting  definitely  (oclrcumKcrlbc  It;  but  Ihe  power,  how- 
ever broad  and  extensive.  Is  not  above  the  Cun*tllutlct):  when  It  iibeCon*tltullon)  speaEaltmust  be 
heeded.  Itfnnlsbea  the  supreme  law.  the  guide  for  the  conduct  of  legislators,  Judges,  and  private 
I>ersone,_and,  so  lai  aa  II  Impoeea  reB(ralD(s,  the  police  power  muM  be  exercised  In  subordlnadon 

What  Is  meant  by  the  police  power  of  the  Rtatc?    I(  Is  (hat  power  and  dominion  Inherent  In  every 
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government  over  the  UbcrtT  and  prr^pprtrnf  thclndlTMiiAl^hfph  ma^be  cxGrcEsedln  coMof  neccs- 
Sty  tor  (he  proloclirm  dI  IhcKPiieral  puhlir.  ForuiBoiplp.lho  IcKi^lMure  may  amhorlie  health  com- 
mtsHlouera  or  other  office™  of  tliclBw  to  quaranti  lie  a  person  sufferinK  from  HToallpoi  or  otberintociloiia 
(]bieiise,Kt  hla  home  or  clue  where,  anil  Ih  he  deprive  him  for  the  time  tielna  of  hla  personal  liberty; 
mayjuBlify  the  Invasion  o(  the  haWlntloti  ol  such  a  person  no  as  to  bumordeslroyhfgefleoteln  order 
tn  nrpvpnt  Ihc  otirpRd  nf  Ihn  rlliuwse;  may  empower  municlpul  offlecra  to  hlow  up  bulldlnKa  in  order  to 

eating  11  quoiB,  based  upon  the  asBUrapllon 


eonducl  of  such  a  bUHlnew  la  desiruottve  of  public  moralB  and  ban  a.  tendency  to  promote  paupertaai 
and  crime.    And  even  In  lueh  canes  the  reawnablcneiH  of  the  law  balvrayBOpeti  to  Inquiry  by  the 
not,  under  the  Kulse  of  the  police  power,  prohibit  the  gale  of 
<e  erlmitial  wblch  in  lis  nature  cau  not  be  desti 
le  people. 

Our  Inntltutloiu  are  not  founded  on  tbe  feudal  pi 

but  are  founded  upon  compact— founded  iipona  ^  _^ 

upon  the  individual,  aud  a  guldeforo(Hcera,iorlegliilBton,aDd  for  Judges,  i  People  v.  Eden,  Chicago. 
L.  J.  Monthly.  1895.  p.  M9;  S.  C  161  III.,  296. 

Gaaea  might  be  multiplied  sesertlDgund  maintaining  this  prlDCiple,  but  I  deem  <t  unnccesiary 
do  BO,  becauKe  If  we  once  concede  ihat  the  police  power  of  a  State  in  above  the  Connltullon,  i 

might  Bswell  abolish  all  consUlul '      ' 

ConUoental  Burope  baaed  upon  tl 

ani,  I  am  happy  to  Bay.  that  I  am  not  compelled  to  do  so  in  thii  cose.  Ijecause  the  supreme  court  o 
Illinois  has  never  asserted  a  doctrloe  that  1b  destructive  of  personal  liberty,  individual  security,  o 
the  right  of  property. 

There  was  a  time  when  courti  strove  to  arrive  at  the  right  and  Junlceoleach  particular  rase  ba.ie< 
upon  [ts  own  peculiar  laetsby  applying  some  legal  tr'"" '—  -'■*-    '"-  ---■-.'----"''■-- 


flctitloua  case  t>Tesen(«d  to  It,  based  upon  an  indlctnient  cha^ng  an  infraction  of  the  statute  under 
oonsldeiatlon,  was  led  to  proclaim  Its  constltutlonallly,  and  the  courta  of  other  sister  Stataa  have 
upheld  similar  statutes,  quoOuB  the  ca.ie  of  Burdlck  e.Tho  I>eople,lM  111.,  BOB,  as  a  precedent, 


InleZ  111.,  IB,  the  attenuon  oi  the  supreme  court  wasdliccted  to  this  case  on  a  motion  to  expunge 
the  opinion  from  the  rei'ord  on  the  alleged  ground  that  the  court  was  imposed  upon  and  lalsely 
Induced  to  render  a  decii^ion  sustaining  (he  conBtltullonality  of  the  act;  but  the  court,  by  a  vote  ol 
*  to  3,  refused  the  motion  on  the  ground  that  tbe  parlies  who  made  the  motion  were  atrangera  to 

" 3,  and  the  court  made  the  novel  and  hlanidcant  unnnuncemenl  (hat  the  Judgment  ol 

e  in  the  Burdick  eases  and  the  opinions  of  the  court  In  deciding  (hem  nre  euucluslvo  only 

.^ .__n  the  parties  to  these  easen.    This  announcement  was  made  knowingly,  and  (here  can  be 

no  mistaking  its  meaning  in  view  of  the  record  made  la  the  case.    So  that  I  am  not  bound  by  th« 
decision  in  tlie  Burdick  cases  unlets  It  should  appeal  to  me  as  sound  law. 

In  view  ol  the  many  able  and  exhaustive  deeislons  of  the  supreme  court  announcing  principles  bo 

antagoDlBllc  to  the  rule  laid  down  In  Ihe  Burdick  cf  -    ' ._..— j  ..  u„,, ,_,.  .E,.  ...f..  . — 

would  never  have  received  the  sea]  of  Itsapproval  h4_ , ._  . 

IngB.    I  am  so  confident  that  the  statute  under  consideration  Is  not  only  In  conBlcl 

rights  of  our  Conititutlon,  tbe  fourteenth  amendment,  and  tbe  Interatale  eomme 

Hational  Constitution  that  it  seemii  unneconary  to  further  discuss  the  question  or  repeat  (b 
log  advanced  by  metn  declaring  the  barber  Sunday  cloxlng  law  uncon.'"*""  — ' '-  "---' 
(iipra.    I  am  willing,  however,  that  thocaase  should  be  appealed  to 
wltlistandlDg  the  fact  that  I  am  convinced  ol  the  unconstilutlonallt)'  of 


i1  In  Prople  v.  Eden, 

—  „,    ---   --, ,,-         --   -   -  supreme  court,  and,  not- 

hstandlDg  the  fact  that  I  am  convinced  ol  the  unconstilutlonallt)'  of  the  law,  I  will  overrule  the 

" —  to  quash  Ihe  Indictment  so  that  If  the  defendant  Is  cimvicted  thereon  an  appeal  may  be 

.L .  _..._...  .i_.  — ^  ^ijjjj  have  a  chance  to  explain  its  former  ruling,  and 


If  aecd  be  overrule  and  annul  IL 


;oplalon  filed  February  16. 1SS9.) 
rel.  Bennett  D.  Marks  et  al.  i'.  James  Pease.  Sherlfl.    Circuit  court  of  Cook  County.    Richard 


PrenderjpiM,  aollcitoi 


nltHelfin 


5,  making  it  unlawful  for  any  person  not  authorlied  by  the  owner  or  operator  of  a 

rlranffer  tickets,  passes,  or  other  evidence  of  "■-  '--'-'—■    -"'-  -- ■ 

iboat  la  unconstitutional,  as  the  legislature  ea 


(2)  The  police  power  of  a  State  def.ned.  and  instances  given  wherein  It  may  be  eierclscd. 

(31  A  person,  by  aproceedlUB  in  habeas  corpus,  may,  before  trial,  lest  the  constitutionality  of  the 

statute  under  which  he  Is  Indicted. 

liiBBONB,  J.:  In  IttBA  the  leglslaliire  ol  thin  Rtale  enacted  a  law  having  for  its  apparent  scope  and 
purpose  the  prevention  of  frauds  upon  travelers  and  owners  of  railroads,  steamboats,  or  other  con- 
vevances  for  the  transportation  of  passengers.  Thedrst  section  thereof  provides  that  it  shall  be  (he 
duly  of  the  owner  of  any  railroad  or  steamboat  for  tbe  trausportation  of  passengers  tei  provide  each 
agent  who  may  be  authorised  to  Bell  tickelsor  other  certlHcates  entitling  the  holder  to  travel  upon 
mill  railroad  or  steamboat  with  a  certificate  setting  forth  the  authority  of  such  agent  to  make  such 
sales.  The  second  section  provides  that  it  shall  be  unlawful  for  anv  person  not  poweswl  of  such 
authority  to  sell,  barter,  or  transfer  (nr  any  conslderalion  the  whole  or  any  part  nl  any  ticket  or 
tickets.  paiBCs,  or  other  evidences  of  the  hrJder's  title  to  travel  on  any  railroad,  whether  the  aame  be 


peUtioncr  was  Indicted  by  the  grand  Jury  of  this  county  for  violatli 


and  he  sued  Ol 


iting  the  provisions  of  thisact 

'r'"':,i,t,(KHirc 
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A  ilmllar  wtltlon  wan  pnoented  In  the  c*M  of  People  ex  ret.  Bdirtud  Ullmon.  Id  July  last  but  I 
then  InalMed  upon  the  questloD  being  ntHed  br  mollon  to  qiumli  the  Indlclmenl.  Acting  upon  the 
■asgemon  of  the  court,  tbe  case  nax  scrunllnKlT  BUbmllted.  after  having  been  elabointely  anucd 
b;  cDHiiBel.  I  cnretully  InvnttfiHtHl  the  anthoritlei'  then  pienenled.  and  after  due  delibnstton  I 
held  [h»ilhelaw»a«inT«]ia.  butl  refuned  toquaah  theincflctmem  Inoider  logtre  the  proiwution 
aebancelo  nrmentlhe  matter  to  the  nipremecourtoMhl*  State.  ( Bee  opinion  piiblinhed  In  eiteniw, 
People  el  rel.  ['Itmanr.  Jbdich  Pvax,  SherlfF.  volume  3,  ChleafiD  l.av  Journal  Weekly,  p.  X(T,I 

Tbe  leuned  counacl  for  the  people  uixe  with  much  eameftnew  that  1  reached  nn  erroniiiUH  iim. 
elualoD  Id  that  cane,  and  HtlU  can  lend  that  the  law  Isaprapereiercljwof  the  police  power  of  the  Plate. 
In  view  of  the  perslBtent  contention  ol  oounnel.  1  bave  reeiamlned  the  que^ilonn  tniolved,  and  the 

concluaion.  There  li.  doubtliin.  much  force  In  the  I'Ontetitlon  of  learned  ™nn«cL,  l[  the  crime  i)e- 
Dounred  In  tbe  xlatule  wan  the  sale  of  a  ticket  which  did  not  entitle  the  bolder  lo  travel  thereon,  bnt 
micb  Is  not  the  aim  or  purpow  of  (he  law.  If  I  enii-ra  rallnnd  ofllceand  anli  for  a  ticket  irom  Chl- 
<4Lgo  to  New  Vcrk.  and  I  pay  the  price  demanded  therefor.  It  la  asmuf^h  my  prrmertv  an  the  co»Lt  I 
wear.  I  may  have  purchancd  the  Ucliet  (or  «omc  member  of  mj  family,  for  mj-  domcfiili',  or  liiend, 
or  for  myBeW.  As  I  paid  the  price  demanded,  It  wa»  of  no  con»equence  to  the  company  for  whom  1 
pun-hailed  II. 

That  the  leRinlatore  of  the  aute  haa  the  powBrlore«ulate.  rewrafn.  orpiohibit  the  isle  of  any  nrttile 
or  commodity,  or  the  conduct  ol  uny  buxlnem  which  in  or  m By  be  deleterious  to  bealtb.  deatructlve  of 
morals,  or  which  might  produce  pauperism  or  crtme,  no  one  will  denv. 

What  is  there  In  tbe  Qature  of  thin  buslncfa  wblcb  our  modem  Solons  should  place  under  the  ban 
ol  out  La  wry? 

Thixeoun  can  not  plead  Ignorance  of  (acta  wblch  are  of  common  knowledge;  and  il  therefore  ameita 
that  the  men  engaged  In  the  ticket  broken'  burtnem  have  seldom  occupied  tbe  time  or  attention  of 
our  roun*.  irblcn  \»  prima  facie  evidence  of  fair  dealings  wllh  tbeli  patrons,  and  of  earnest  efforla  to 
pleaae  Ihem.  Members  of  this  aawclatlon  are  found  In  every  cllj  and  In  nearly  every  town  which  la 
iTached  by  a  railroad,  and  Ihe  traveler  who  seeks  Information  at  thelrofflcvaaiilo  the  best  and  cheap- 
est mode  of  conveyance  receives  It  without  leator  reward. 

Had  thesupreme  court  of  this  State  upheld  the  taw  In  a  case  between  real  parties  litigant.  I  should 
acknowledge  lis  superior  authority:  but.  as  It  hs*  not.  and  ax  tbe  court  of  appeals  of  New  York,  by  a 
malorliy  oflts  merabeir<,  haa  dectari-d  a  similar  act  of  that  State  unconHtltullonal,  I  hare  not  the 
illeh lest  doubt  but  that  tbe  act  In  qne>tlon  Is  unconstitutional.  (8ee  People  ex  rel.Tyrolerv.  Warden 
Of  City  Prison,  ai  N.  E.,  IDOe.  Abu.  the  opinion  of  Judge  Dunne  of  this  court  In  People  ei  rel.  r.  Jama 
Pease,  BherlO,  vol. 3,  Chicago  Law  Jounul  Weekly,  p.  BM.) 

will  be  discharged  from  his  Illegal  reslralnl,  and  It  la  so  ordered. 

Q.  Yon  say  the  Texas  decieion  was  about  the  same  time  as  that  of  New  York? — 
A.  Very  Boon  after,  I  think.  The  Texas  decision  did  not  go  into  the  meritH  of 
ttie  cose;  it  was  on  a  point  of  law.  By  tbe  wording  of  tbe  bill  the  leRiHlatore  had 
left  it  optional  with  ttie  railroads  as  to  whether  the;  shoald  or  should  not  print 
"  not  transferable  "  on  a  ticket.  If  tbey  did  not  print  that,  all  right;  bnt  iS  they 
did  print  that  it  was  a  crime  to  sell  the  ticket;  and  the  court  threw  it  out  on  that 
point — that  it  left  it  optional  with  the  railroad  as  to  whether  it  should  be  a  crime 
or  not.    lam  not  a  lawyer  and  it  is  not  easy  for  me  toezplain  these  pointsof  law. 

Q.  Yon  spoke  about  your  resixmsibility  going  with  the  ticket  that  the  traveling 
man  purchased  from  yon  unless  he  signed  a  contract  by  which  be  assumed  the 
responsibiUty.  la  that  a  common  practice? — A.  That  is  a  fact,  it  is  a  rule,  an 
absolute  and  invariable  rule  with  the  association. 

Q.  Why  do  you  enter  into  a  contract  of  that  kind  with  the  traveling  public  in 
any  instance? — A.  To  protect  them.  There  may  be  a  ticket  which  was  made  out 
to  a  particular  individual,  and  the  railroad  conductor  might  refuse  to  accept  it 
as  fare.  So  we  reverse  the  ordinary  principles  of  business.  If  you  claim  that 
von  are  defrauded  in  a  transaction,  ordinarily  you  would  have  to  prove  that  you 
Eiad  been  defrauded.  We  say  that  unless  the  broker  has  a  written  agreement  to 
the  contrary  witb  his  passenger,  he,  the  broker,  is  responsible  for  that  ticket. 
It  is  to  meet  cases  like  this  tnat  tbe  acts  of  all  ticket  brokers  in  the  American 
Ticket  Brokers'  Association  are  absolutely  gnaranteedto  the  public.  Itistomake 
our  patrons  feel  absolutely  fearless  in  purchasing  tickets,  and  to  counteract  the 
influence  of  the  articles  the  railroads  are  constantly  putting  in  tbe  papers  in  an 
efEort  to  educate  tbe  people  to  be  afraid  of  the  ticket  broker. 

U.  Why  do  yon  get  tickets  for  which  you  do  not  care  to  assume  responsibility, 
and  put  tnat  responsibility  on  the  traveler? — A.  I  have  never,  in  my  own  experi- 
ence, sold  a  ticket  of  a  character  that  I  was  not  willing  to  assume  rebitODSiblHty 
for.  I  do  not  think  that  in  the  IS  years  of  the  existence  of  my  of&ce  m  Detroit 
there  has  ever  been  a  transaction  of  that  kind;  but  that  is  a  rule,  one  of  the  rules 
of  the  association. 

(A  Voice.)  There  is  a  qnestion  here  I  think  yoa  are  not  quito  clear  on.  The 
bv-law  is  not  intended  to  mean  that  the  broker  is  not  responsible  for  tlie  amount 
ojf  money  that  the  passenger  pays  for  tickets.  It  ie  only  intended  to  show  to  tbe 
executive  committee,  who  arrritrate  these  cases  between  passenger  and  broker, 
that  he  is  not  permitted  to  receive  any  more  money  than  the  amount  uf  money 
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paid.  In  no  instance  do  we  sell  a  ticket  with  any  Mnd  of  a  contract  thftt  be 
aaenmefl  any  more  risk  than  the  amount  of  money  he  pays. 

Q.  (By  Mr.  A.  L.  Harris.)  Do  you  accept  that  oa  yonr  testimony?— A.  Yes. 
In  this  wayj  onr  ^rnftrantv  ia  this:  Suppose  you  buv  a  ticket  of  me  for  (8;  Uie 
regular  fare  ie  (10;  the  tictet  is  refused;  I  am  compelled  by  the  rules  of  our  asso- 
ciation to  make  you  whole.  I  pay  (10— not  {8  that  yon  pay  m&— and  I  have  no 
reconree.  If  I  rernse  to  do  it  and  the  pasBen^^r  appeals  to  the  association,  nnless 
I  have  this  written  contract  with  the  passengeT  that  he  will  take  that  ticket  and 
aAHnine  his  own  responsibiiity,  I  mast  refana  the  flO. 

Q.  (By  Hr,  LiTCUHAN.)  As  I  understand  it,  the  point  of  the  question  of  Mr. 
Kennedy  la  whether  it  is  your  usual  custom  to  aak  for  a  contract  of  that  kind? — 
A.  I  never  did  so  in  my  life. 

Q.  (By  Mr.  KENifEDY.)  Can  you  give  the  names  of  any  men  who  are  now 
prominent  in  railway  managemeDt  or  the  railway  bnsinesB,  who  have  gone  up 
from  brokers'  ofBces?— A.  I  conld  do  bo,  bat  I  would  rather  not  do  it,  from  the 
fact  that  they  might  imagine  it  would  lower  their  dignity  and  might  feel  offended. 
I  know  of  a  very  popnlar  traffic  manager  who  commenced  his  career  in  a  ticket 
broker's  office,  a  gentleman  who  has  a  record,  from  the  time  he  was  a  boy  until 
he  grew  np  to  manhood,  of  strict  integrity,  and  be  is  not  an  enemy  to-day  of  the 
ticket  broker.  One  of  the  commissioners,  whose  name  is  known  the  world  over, 
got  bis  first  education  in  the  oEBce  of  one  of  the  ticket  brokers  here  to-day. 

Q,  Interstate  Commerce  Commissioner,  yon  mean? — A.  No,  of  the  railroad 
commission;  not  the  Industrial  Commission  ar  the  Interstate  Commerce  Com- 
mlBsion.  Although  I  recall  a  case — I  should  not  like  to  produce  the  contract — 
but  one  of  the  early  members  of  the  Interstate  Commerce  Commission,  who  spoke 
very  bitterly  of  ticket  brokerage,  or  at  least  the  reports  say  so,  did  make  a  con- 
tract with  me  ehortiy  before  ne  was  made  a  member  of  the  commission  for  a 
large  block  of  tickets,  and  I  was  to  sell  them  at  a  specified  rate.  The  contract 
was  signed  by  his  successor,  and  the  tickets  were  not  turned  over  until  after  he 
became  a  member  of  the  cummiBsion.  I  suppose  the  number  would  mn  into  the 
hundreds — railroad  men  occupying  high  positions  to-day,  at  least  poBitionB  of 
trust  and  responsibility,  who  worked  for  brokers.  It  is  very  common  for  men  to 
leave  the  railway  service  and  work  for  a  broker,  and  then  go  back  to  the  railway 
service.  In  fact,  work  in  a  broker's  ofQce  is  an  education  which  makes  a  man 
valuable  for  the  ticket  business.  He  gets  familiar  with  every  form  of  ticket 
issued,  and  the  different  lines  of  railroaoa  in  the  United  States,  the  railway  con- 
nections, and  everything  of  that  Hnd. 

Q.  How  do  yonr  members  view  the  movement  which  is  now  going  on  among 
the  railroadB  of  the  United  States  looking  toward  what  some  of  them  call  com- 
munity of  int«Test7 — A.  We  think  that  if  those  schemes  are  carried  ont  that  they 
will  destroy  our  business.  We  are  in  business  not  from  sentiment,  but  to  make 
money  in  an  honorable  way.  When  in  the  course  of  business  any  combinatione 
that  are  honorably  and  legally  formed  jjut  us  out  of  busioess,  we  will  make  no 
complaint;  we  will  go  down;  we  will  rise  or  go  down  as  the  situation  may  be 
bronght  about;  but  what  we  do  object  to  is  to  be  stigmatised  as  doing  an  illegiti- 
mate and  dishonorable  business. 

Q.  Do  you  believe  that  so  long  as  there  shall  be  competition  in  railway  pasaea- 
ger  trafBc  there  will  be  room  for  the  brokers? — A.  As  long  as  there  is  competition 
there  is  room  for  brokers.  There  is  this  about  it:  The  broker  thrives  best  when 
trade  is  bad  and  when  rates  are  high.  When  people  are  making  money  they  don't 
care  so  much— the  savings  effected  through  brokers  do  not  amount  to  so  much  to 
them;  they  are  not  so  anxious  to  buy.  When  the  railroads  are  doing  lota  of  bosi- 
nese  they  do  not  care  for  us.    But  when  the  railroad  companies  get  in  a  close 

filace  and  need  business — it  is  like  any  other  business — they  get  out  and  look  for 
t,  and  the  ticket  broker  is  in  a  position  to  give  it  to  them. 

Q.  This  is  one  businesa,  then,  that  does  not  thrive  on  prosperitgr? — A.  Not  80 
much  so. 

Q.  Have  yon  any  written  contract  made  between  ticket  brokers  and  railroad 
officials  for  the  selling  of  cut-rate  tickets  in  bulk? — A.  They  could  be  proctu^, 
but  it  would  be  a  violation  of  a  business  agreement,  and  something  that  we  shonld 
greatly  hesitate  to  do.    We  do  not  think  it  would  be  right  to  do  it. 

Q.  (By  Mr.  Litchuah).  You  are  sure  that  such  things  exist? — A.  Such  things 
exist.    I  am  willing  to  say  that  on  my  oath. 

').  (By  Mr.  Kknnkdt).  And  you  could  furnish  them  if  you  were  inclined  to? — 
I  suppose  it  would  be  possible.  I  wonld  not  like  to  say  that  we  vill  do  it.  I 
wul  say  this,  in  r^ard  to  contracts  of  late  years,  that  it  iea  matter  of  honor 
between  the  ticket  broker  and  railroad  men.  For  instance,  a  ticket  broker  may 
write  to  a  general  passenger  (tgeut  that  he  wants  something,  that  he  can  do  bdm 


A.'^i 


F.  T.  LIVDEHBEBOBB: — nOEET  BBOEEBIOE.       Sol 

some  Rood,  and  instead  of  gettine  a  reply  by  mail  a  district  paBeenger  agent  or  a 
traTeliDg  passenger  agent  comes  In  and  talks  tlie  mattar  over  and  Bays,  "We  will 
do  so  ana  bo;  "  and  that  contract  stands.  The  agent  will  say,  "  Bny  tickets  read- 
ing over  onr  road,  report  to  ns  the  forma  and  anmbers  at  the  end  of  the  month, 
and  a  check  wiU  folK)w."  That  is  the  general  custom  of  doing  bnsineBS,  and,  to 
the  credit  of  the  roads,  there  are  very  few  instances  on  record  where  the  contract 
has  been  violated  to  the  slightest  extent. 

Q.  Would  yoa  mind  fiuTUBhing  Bach  a 
mony  if  the  commission  were  to  omit  the  names 
tickets? 

Q.  Yes.— A.  PersonallT  I  might  not  object  to  show  the  one  in  which  the  com- 
miscioner  was  intereeted.  bat  I  believe  that  even  in  that  case  I  might  he  con- 
demned by  the  ticket  brokers  of  the  "United  States  as  violating  a  confidence. 

Q.  I  wiU  not  press  it,  then.— A.  When  xirominent  railroad  men  who  hare  dealt 
with  oe  come  before  this  commission,  or  a  commission  of  this  character,  and  give 
testimony  derogatory  to  the  ticket  brokers,  there  is  a  great  temptation  to  get  mtck 
at  them.  When,  as  I  have  mentioned  here,  a  member  of  the  Interstate  Commerce 
Commission — one  of  the  early  members — attacked  ns,  I  felt  very  bitter  when  I 
had  in  my  hands  the  contract  from  the  road  that  he  represented,  and  the  arrange- 
ment had  been  made  before  he  left  the  road.     I  felt  like  showing  him  np,  bnt  I 

Q.  (Bj'Mr.  LiTCHUAN).  Itisafact.  then,  that  the  officers  of  railroad  lines  find 
it  expedient  and  profitable  at  times  to  deal  with  the  Ticket  Brokers'  Association?— 
A.  We  proved  before  the  Committee  on  Interstate  Commerce  in  the  Senate  that 
96  per  cent  of  the  hnsiness  of  the  ticket  hrokrav  in  the  United  States  was  done 
with  tbe  railroads  direct. 

Q.  And  yet,  when  they  want  legislation  from  Congress,  they  turn  aronnd  and 
denounce  yonr  associatioa  as  dishonest.  Is  that  right?— A.  There  were  just  two 
cases  shown  nn  in  that  testimony  before  the  Senate  committee  by  Hr.  Qeorge  H. 


ingly  hitter  against  the  brokers.  Mr.  McKenzie,  to  defend  himself,  showed  (and  , 
the  testimony  is  in  the  records  of  that  hearing)  that  the  Pennsylvania  Company 
had  dealt  through  brokers  to  the  extent  of  tens  of  thousands  of  aollars.  The  can- 
celed checks  paid  by  brokers  and  returned  to  them  thron^h  the  banks  and  indorsed 
by  the  raiJroads'  treasnrera  were  shown  to  prove  dealings  with  brokers  by  the 
New  York  Central  (and  some  of  the  gentlemen  are  present  who  drew  those 
checks).  The  checks  were  for  tickets  over  the  West  Shore  road,  owned  by  the  New 
York  Central,  and  they  showed  the  indorsement  of  the  treasurer  of- the  New  York 
Central. 

Q.  (By  Mr.  Kknnkdt.)  What  proportion  of  yonr  huBfness  can  yon  say  now 
comes  to  you  throngh  the  railroad  officials? — A.  The  statement  of  Mr.  McKenzie 
was  96  per  cent.  Now,  when  we  say  95  per  cent  of  our  tickets  were  bought 
directly  from  the  railroads  I  do  not  mean  that  each  individoal  broker  bnvB  all  nie 
tickets  from  the  railroads.  For  instance,  some  broker  at  a  starting  pomt  Bast, 
New  York  or  Boston,  starts  that  ticket  West.  It  may  travel  from  New  York  to 
San  Francisco,  but  it  was  originally  pnrchaeed  from  the  railroad  direct  by  the 
broker,  and  la  used  from  point  to  point. 

8.  Have  you  anv  idea  what  proportion  of  yonr  bnsinees  now  comes  from  the 
roads? — A.  Well,  there  is  a  less  proportion,  especially  in  the  last  year,  when 
the  traffic  associations  are  the  whole  thing. 

Q.  Could  you  keep  open  yonr  ticket  offices  and  do  business  and  make  a  living 
without  the  trade  wmch  yon  get  through  the  railroad  oflfejials?- A.  No;  I  do  not 
think  BO,  to  anything  like  the  extent  to  which  the  business  was  formerly  con- 
ducted. Where  a  broker  would  have  perhaps  anywhere  from  thirty,  fifty,  to  a 
hnndred  thousand  dollars  invested  in  stock,  he  would  necessarily  have  to  do  the 
comparatively  small  business  that  is  done  through  tickets  that  passengers  don't 
use  and  through  excursion  bnsinese,  and  of  course  that  would  greatly  injure  the 
advantages  the  pnblic  now  enjoy,  because  when  a  broker  is  doing  a  thriving  busi- 
iiess  he  can  buy  almoet  any  quantity  offered  of  these  tickets  by  passengers,  and 
he  can  depend  on  a  large  sale  to  his  costomers.  If  the  trade  is  restricted  and  he 
can't  buy  of  the  railroads,  he  has  got  to  take  some  other  line  in  with  his  ticket 
bosinees,  and  perhaps  take  a  less  pablic  location.  He  would  not  have  the  same 
facilities  for  handling  tickets,  and  of  course  he  would  not  be  in  position  to  handle 
'  a  larKe  amount  of  stock. 

Q.  If  yon  are  doing  business  in  Washington,  and  a  genUemaa  comes  to  yon  and 
says  he  desires  to  travel  to  Chicago,  and  wants  to  know  what  you  will  make  him 
a  rate  to  Chicago  for,  and  vou  tell  him  that  yon  will  bny  a  ticket  for  Omaha  or 
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some  point  farther  West,  and  give  him  an  order  on  a  Chicago  broker  to  buy  the 
imased  portion  of  that  ticket— is  that  a  common  practice?— A.  It  ie  a  very  com- 
mon way.  That  is  what  IB  called  "  Hcalping  "  a  ticKet — baying  to  some  tnrou^ 
point,  which  is  perhaps  a  competitive  point,  and  upon  which  very  likely  some  one 
of  the  various  roads  in  this  line  are  anxione  for  business,  and  will  pay  a  commia- 
Bion.  We  sell  the  passenger  the  through  ticket  and  give  him  a  rebate  order  on  a 
broker  at  the  intermediate  point  for  which  he  is  boond. 

Q.  What  I  want«d  tnknowin  thatparticnlar  instancewaathis:  Bo  the  railroads 
know  generally  that  those  tickets  are  bought  in  that  way,  being  purchased  by  or 
for  a  ticket  broker  or  scalper? — A.  It  is  a  very  difficult  thing  not  to  know  it, 
because  the  broker  buys  the  ticket.  They  know  it,  and  it  is  encouraged  by  the 
roads.  For  instance,  there  may  be  some  road^^ay  some  one  of  the  weaker  lines — 
from,  we  will  say,  Buffalo  to  Chicago,  that  wants  bnsineBS.  The  passenger  agent 
of  that  road  comes  to  a  broker  and  says,  "Try  and  induce  your  Eastern  correspond- 
ents or  Western  correspondents  to  send  their  business  onr  way;  get  the  business 
over  our  road,  and  if  any  tickets  expire  we  will  extend  the  limits."  Sometlmea 
they  pay  a  commission  and  sometimes  they  do  not. 

Q.  Do  the  traveling  men  of  the  United  States,  those  who  are  known  as  travel- 
ing men  of  business  houses,  patronize  your  members  to  any  considerable  extent 
now? — A.  I  think  that  every  organization  of  traveling  men,  every  organization 
that  I  know  of.  has  adopted  reeolntions  denouncing  the  antiscalping  bill,  and  is 
in  favor  of  the  broker. 

Q.  Have  the  railroad  companies  recently  made  concessions  t«  traveling  men  in 
any  way?— A.  In  the  way  I  have  explained— in  the  interchangeable  book.  Where 
these  books  are  sold,  it  maybe  of  more  advantage  to  the  traveling  man  to  bny  the 
interchangeable  book  than  to  deal  with  brokers,  as  he  gets  a  net  rate  of  S  cents. 

By  the  way.  this  interchangeable  book  to  a  great  extent  is  of  no  particular 
advantage  to  the  traveling  man.  When  the  old-  custom  was  in  vogne,  and  each 
road  sold  its  individual  books,  a  traveling  man  was  allowed  by  hishouse  3  cents  a 
mile  for  travel.  Be  got  his  mileage  from  the  broker,  as  a  general  rule,  at  about 
3J  cents  and  saved  three-fourths  of  a  cent,  and  that  was  one  of  the  perquisites 
of  his  business.  Now,  in  the  territory  of  these  interchangeable  books,  with  a 
universal  rate  of  3  cents,  he  can  only  put  in  a  biU  of  3  cents  a  mile.  The  railroad 
companies  can't  benefit  by  it,  for  the  reason  that  no  broker,  except  in  very  rsT^ 
cases,  paid  them  less  than  Scents  for  mileage.  It  is  the  jobbing  house  that  profits 
by  this  interchangeable  book. 

I  want  to  say  of  this  interchangeable  book,  that  while  it  takes  the  broker's  busi- 
ness from  him,  we  make  no  complaint.  Whenever  the  railroad  companies  offer 
something  better  to  the  public  than  we  can  give  them,  we  certainly  are  not  com- 
ing to  a  commission  to  complain  nor  to  Congress  to  complain,  and  ask  that  a  law 
be  changed  to  pnt  business  into  our  hands. 

Q.  I  notice  tnat  yon  have  many  enjired  tickets.  Do  you  buy  all  the  tickets 
that  come  to  you  if  there  Is  a  day  or  naif  a  day's  limit  on  them?— A.  It  depends 
npon  circumstances;  but  as  a  general  rule  we  do. 

Q.  Do  you  lose  many  of  them?— A.  We  lose  enormons  numbers  of  them,  but  it 
is  good  policy  for  us  to  buy  everything  that  comes  along,  because  it  shows  the 
people  that  there  is  a  market  for  tickets,  and  in  the  aggregate  we  make  money, 
of  course,  or  we  wonld  not  be  in  the  businens.  Any  ticket  broker  can  show  you 
boxes  full  of  expii-ed  tickets.  We  simply  buy  a  ticket  as  a  speculation.  If  we 
lose  it,  why,  it  is  all  right;  it  is  a  matter  of  business. 

Q.  (By  Ur.  LiTCBKAN.)  Yon  spoke  of  selling  tickets  for  the  railroad  on  a  com- 

Q.  Would  you  object  to  state  what  the  amount  of  that  commissiou  is  usually? — 
A.  I  think  tliat  it  is  an  average  of,  say,  10  per  cent. 

Q.  Ten  per  cent  of  the  selling^  price  of  the  original  ticket?— A.  About  that. 

Q.  That  would  be  a  fair  estimate  for  the  whole  country?- A.  I  think  so.  I 
guess  that  is  a  fair  average.  It  is  the  same  commission,  as  a  general  thing,  that 
IS  paid  to  agents.  A  broker  is  treated  usually  just  as  the  regular  agent  la,  and  if 
he  chooses  to  divide  part  of  his  commission  with  the  passenger,  that  is  between 
him  and  the  passenger. 

Q.  Does  the  use  of  the  interchangeable  mileage  book,  in  your  judgment,  have 
the  approval  of  the  employers  of  traveling  men,  as  a  rule? — A.  I  should  think  so. 
I  think  they  are  the  ones  that  profit  by  it. 

Q.  Yon  spoke  of  the  fact  that  the  traveling  men  receive  the  difference  between 
the  cost  of  the  mileage  book  and  the  straight  3-cent  fare  as  a  perquisite.- A.  They  " 
did  in  former  times. 

Q,  Was  it  not  the  custom  in  former  times  for  the  employer  to  furnish  the  mile- 
age book  the  same  as  now?— A.  I  do  not  think  so  to  the  extent  that  it  is  now. 
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There  is  one  reaBon  why  the  employer  fumiahee  this  book,  and  that  is  becaaee  it 
le  beyond  the  means  of  a  great  many  of  the  traveling  men  to  put  enouKh  money 
in  it.  I  do  not  know  what  amount  of  money  there  is  invested  m  these  books — the 
amount  of  money  that  the  railroad  companies  have  the  nse  of — but  this  book  is 
No,  83602!!  [referring  to  book  before  him  J ,  and  at  $10  a  cover,  to  say  nothing  of  ' 
the  mileage  inside,  it  represents  an  immense  snm  of  money.  Of  course  these  are 
being  turned  in  coniitantly.  It  would  not  be  fair  to  assume  that  there  was  about 
13,360,000  out  on  these  books,  because  a  great  many  of  them  have  been  caabed; 
but  there  is  an  enormous  sum  of  money  involved.  This  is  only  one  of  at  least 
three  in  the  West.  There  is,  west  of  Chicago,  a  different  style  of  book;  it  is  called 
the  Sebastian  book.  Yon  buy  a  pocketbook  for  a  dollar  or  so,  and  when  you  buy 
a  ticket  of  a  railroad  company  you  take  a  receipt  and  thoee  receipts  are  registered 
bjr  the  ticket  agent  and  they  are  filed  in  the  book.  When  you  get  up  to,  say,  2  000 
miles  you  can  torn  them  in  and  get  a  rebate.  In  Uichi^an  there  ia  a  kind  called 
the  Northern  mileage  book,  controlled  by  the  Northern  Mileage  Boreau,  Another 
book,  known  as  the  Central  Passenger  Association  book,  is  complained  of  by 
traveling  men.     I  am  not  here  to  represent  traveling  i  '     '  -'* 

restrictions  about  this  book  that-makes  it  of  great  inc 
men.  becanse  it  is  not  accepted  on  the  train, 

Q.  The  annoyance  of  the  nse  of  the  book  at  the  station? — A .  Tee,  There  is  one 
book  that  baa  not  this  objection — the  Northern  mileage  book,  used  by  the  Michi- 
gan roads. 

Q,  Will  voQ  kindly  explain  the  manner  in  which  this  book  is  used? — A.  To  set 
this  book  tne  purchaser  writes  his  name  and  address  and  gives  it  to  the  ticket 
agent  andpays  380.  There  ia  nothing  on  this  book  to  identify  the  ori^nal  pur- 
chaser. When  hffwishea  to  travel  upon  it  he  goes  to  the  ticket  agent,  indorses  a 
strip  of  mileage  in  this  book,  and  the  ticket  agent  tears  out  the  mileage  and  gives 
him  a  check  or  a  ticket  to  be  nsed  in  connection  with  the  book  cover.  Then  he 
can  check  bis  baggage.  It  is  presented  to  the  conductor  on  the  train,  who  takes 
this  ticket  and,  I  presume,  compares  it  with  the  mileage  book  or  sees  that  it  does 
compare  with  it,  and  in  that  way  the  mileage  is  used;  but,  of  course,  if  a  man 
gets  to  the  station  close  to  train  time  and  finds  a  large  number  of  other  mileage 
holders  ahead  of  him,  to  get  to  the  ticket  agent,  go  through  this  complicated  sya-  ' 
tem,  and  get  this  exchange  made,  baggage  checked,  etc,,  requires  considerable 
time,  and  frequently  he  is  not  able  to  use  the  book  at  all.  but  has  to  pay  3-cent 

■  Q.  (By  Mr, Conger.)  This  Northern  hook  yon  speak  of  has  a  different  arrange- 
ment now,  has  it  not? — A,  Yes;  I  think  a  much  fairer  arrangement.  It  is  used 
like  the  old  mileage  book,  except  that  the  conductor  detaches  the  mileage  and 
reqaires  the  signature  of  the  passenger  on  a  separate  slip. 

Q.  Do  yon  know  how  thatcnange  was  brought  about;  that  ia,  the  change  in  the 
nse  of  it?— A.  r  do  not,  I  know  that  there  were  a  great  many  traveling  men 
who  objected  to  this  style  of  book,  and  that  passenger  men  on  Michigan  railroads 
believed  their  objections  reasonable  and  ori^nated  a  new  book, 

Q.  It  is  quite  likely,  then,  that  the  traveling  men's  association  had  something 
to  ao  with  it? — A.  They  mar  have  had  something  to  do  with  it, 

Q,  (By  Mr.LiTCHMAN.)  They  make  a  deposit  with  that  book  the  same  as  this?— 
A.  Ten  dollars:  yes. 

Q.  (By  Mr.  CoNoEK.)  I  wonld  like  to  ask  whether  you  can  tell  ns  if  the  book 
in  use  in  Michigan — I  think  yon  called  it  the  book  issued  by  the  Northern  Mileag« 
Bureau— has  the  offlcial  approval  of  the  Traveling  Men's  Association  of  Michi- 
gan?— A.  I  can  not  say  positively  that  it  has;  I  believe  it  bas.  I  do  not  l>e1iev« 
that  any  of  them  like  the  $10  cover,  however.  I  know  they  do  not.  Nevertheless, 
it  is  the  best  thin^  that  has  been  offered  up  to  this  time. 

Q.  Is  not  this  interchangeable  mileage  book  an  advantage  ti)  the  travelers  in 
the  amount  of  money  they  have  to  invest  in  mileage  books?  For  instance,  if  the 
traveling  man  with  Michiganforhiflterritory.andwhowonldhave  to  travel  over, 
say,  5  different  railroads,  were  to  invest  in  mileage  books  in  the  usual  way  he 
would  have  to  pay  8100  for  S  books  over  as  many  roads,  whereas  by  the  purchase 
of  1  of  these  interchangeable  books  he  could  have  a  book  that  wonld  be  good  over 
S  roads  for  an  investment  of  (30? — A,  I  think  that  is  an  advantage;  an  advantage 
to  a  man  in  that  position. 

Mr.  KiNNBR.  Mr.  Lindenberger  has  given  mnoh  time  to  our  canse  and  has 
covered  the  ground  quite  thoroughly;  but  there  is  just  a  little  thing  1  would  like 
\a  answer  in  regard  to  the  question  asked  by  Mr.  Conger.  It  ia  to  some  extent 
an  advantage  and  in  another  way  a  great  di8a!aTantage,DecaaBe  in  accepting  thnt 
mileage  on  the  train  they  will  only  check  baggage  to  the  passenger's  destination 
on  that  particnlar  line.    If  they  are  going  to  change  on  another  road,  they  have 
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ffot  to  Techeck-  they  can  not  check  throngh  in  a  great  many  inetancee.  I  am  not 
&i  Michigan;  but  formerly  they  could  check  only  to  the  road  where  they  were 
going  to  change  oare.    1  Imow  that  wat<  in  vogae. 

The  Witness.  Now,  I  believe  this  ia  obviated  in  the  Michigan  book;  bat  in  the 
Central  PassengeTABSociation  book  yon  can  not  get  a  through  ticket  iBsned  beyond 
the  line  of  the  road  that  yon  lirHt  ride  upon,  and  yon  can  not  check  your  baggage 
through;  yon  have  to  change  your  ticket  and  recneck  your  baggage  if  you  go  on 
another  road.     This  is  very  disaRreeable  on  a  night  trip. 

Q.  (ByMr,  CONUEK.)  I  wonldlike  to  ask  a  tewqueHtionsinregard  to  the  com- 
plaint that  you  made  an  to  some  of  the  Michigan  roads  having  practically  violated 
an  ^(reement  with  you  some  years  ago,— A.  Not  very  long  ago. 

Q.  Family  mileage  bookB  were  in  vogne.  Was  that  or  was  it  not  brongbt 
a\H>ut  by  a  change  m  the  pasaenger  agentflt— A.  The  patwenger  agent  has  aince 
liren  advanced  to  larger  responsiDilities.  He  is  a  good  fellow  yet,  but  he  dont 
tome  into  my  office  as  he  used  to. 

Q.  When  these  family  mileage  books  were  in  vogue  it  was  the  cuHtora  for  this 
ruilroad  to  put  many  names  on  the  book? — A.  That  was  a  good  deal  like  the 

?ie]ling  of  »im  Weller's  name — depended  on  the  taste  and  fancy  of  the  speller, 
hey  put  on  about  as  many  as  the  purchaser  wanted. 

Q.  Now,  when  one  of  those  books  was  used  did  not  the  man  who  used  it  have  to 
sign  one  of  the  names  on  the  book,  whether  it  was  his  name  or  not? — A.  That 
was  the  requirement,  I  believe,  in  the  contract. 

Q.  What  waH  the  practice? — A.  I  believe  it  was  the  practice, 

Q.  Well,  isn't  there  an  element  of  forgery  in  that? — A.  I  will  tell  your  In  the 
first  place  the  tickets  were  almost  Tmiversally  purchased  by,  brokers,  and  the 
broker,  in  order  that  the  names  would  not  all  be  tne  same,  asked  the  first  traveler 
to  put  his  name  on  the  book.  The  contract,  so  far  as  that  is  concerned,  was 
entirely  disregarded.  And  here  is  another  feature  I  want  t«  bring  out  in  this 
contract  on  railroad  tickets.  There  seems  to  be  a  different  understanding  in 
relation  to  tliiH  contract — if  it  is  a  contract;— and  to  an  ordinary  business  contract. 
The  subject  ha.-<  been  brought  up  or  has  been  suggested  to  me.  If  this  is  a  con- 
.  tract,  wny  do  not  the  revenue  laws  apply  to  it?  In  all  business  contracts  the 
revenue  laws  require  a  stanip.  You  have  not  seen  a  stamp  on  a  mileage  book, 
or  a  railroad  ticket. 

If  this  is  in  the  nature  of  an  evasion — the  using  another  person's  name — it  i£ 
the  result  of  an  education  from  the  railroad  companies,  and  if  there  is  anything 
wrong  in  it  the  responsibility  rests  with  the  railroad  companies.  I  believe  the 
requirement  making  any  person  sign  a  name  on  a  ticket  or  mileage  book  is 
wrong,  and  it  is  being  discontinued  to  a  certain  extent,  just  as  in  New  England, 
where  the  mileage  book  is  now  good  in  the  hands  of  bearer,  and  while  the  con- 
tiact  on  some  of  the  boolu  sold  in  that  section  requires  the  signature,  it  is  not 
rfcognized. 

Q.  Do  yon  know  of  any  action  having  been  taken  by  a  railroad  company,  or  by 
anyone  in  their  interest,  for  forgery  against  a  person  who  had  illegally  signed  a 
name  on  a  mileage  book? — A.  I  reiuemoer  reading  of  one  case  in  California,  where 
the  Bouthem  Pacific  Company  tried  to  punish  a  man  for  signing  a  name,  and  the 
i-onrt  decided  that  the  original  purchaser  in  selling  that  ticket  necesMsrily  gave 
the  power  of  attorney  to  use  his  name  in  that  connection  to  the  person  to  whom 
be  sold  it. 

Q.  What  proportion  of  your  business  now  conMsts  in  mileage  books,  approxi- 
mately?—A.  Personally  it  ainonnts  to  almost  nothing  since  the  interchan^able 
liook  was  put  in  force.  The  only  business  to  any  extent  that  is  done  in  mileage 
JH  simply  buying  these  books  for  the  uae  of  individual  traveling  men  who  can  not 
afford  the  outlay  of  monevtocarry  them,  and  simply  charging  a  percentage  on  the 
mileage,  he  using  the  boot  personally.  Now,  the  conditions  in  my  home  city  are 
very  likely  different  from  what  they  are  in  other  citiw.  There  are  a  great  many 
jiarts  of  the  United  States  where  tne  old  conditions  prevail,  and  the  roads  issue 
individual  liOO  and  l.UOu  mile  books  at  a  flat  S-cent  rate. 

Q.  Do  the  roads  who  are  issuing  these  interchangeable  books  also  issue  a  book 
of  their  own? — A,  It  has  been  discontinued.  The  last  was  within  3  months,  I 
think — by  the  Grand  Trunk  Railroad — in  our  territory. 

Q.  What  proportion  of  your  business  10  years  ago  consisted  in  selling  and  deal- 
ing in  mUeage  books?— A.  I  think  10  years  ago  it  was  very  largely  mileage  books. 

Q.  And  thone  mileage  books  in  a  great  measure  were  purchased  from  the  rail- 
roads direct?— A.  Almost  eichinively.  In  fact,  it  was  dangerous  to  do  otherwise. 
I  would  want  to  know  my  passenger  if  I  should  buy  his  mileage.  I  have  known 
fasM  where  a  dishonest  man  would  i^eU  his  mileage  book  to  a  broker,  and  then  go 
to  the  company  and  report  it  lost,  and  have  it  taken  up  on  the  train  and  returned 
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to  bim;  he  was  that  mnoh  ahead  and  the  broker  that  much  out.  In  bnyinR  a 
ticket  or  mileage  book  requiring  signature  of  any  person  not  known  to  the  broker 
he  would  have  to  be  aaaored  that  everythiuK  was  all  right. 

Q.  Now,  a  little  while  ago  yon  practically  declined  to  give  the  commission  a 
contract  or  a  copy  of  a  contract  between  your  agency  and  the  railroad  company 
for  the  sale  of  books,  and  the  reason,  aa  I  anderstood  it,  was  that  it  would  be  a 
violation  of  an  agreement  which  you A.  (Interrupting.)  Breach  of  faith. 

Q.  I  want  to  aak  yon  whether  yon  are  not  aware  or  whether  it  is  not  a  fact  that 
s  past,  when  these  railroads  were  selling  you  these  books,  they  by  selling 
_..  ..  , ._  ., —  i.i_-  . — ..ju  — ».        A_  (Interrupting.)  No;  they 

I  their  sales,  were  not,  as  a 

^ „ .    _  _    had  entered  into  with  other 

roads? — A.  I  do  not  know  as  to  that.  The  agTeemente  they  make  with  other 
roads,  I  understand,  are  unlawful,  and  they  mignt  object  to  show  np;  they  might 
have  a  greater  objection  to  showing  that  up  than  I  would  have,  because  my  ^ts 
with  the  roads  were  not  nnlawtnl,  but  a  combine  in  restraint  of  trade  is  unlawful. 
But  then  a  great  many  of  those  transactions  were  in  the  days  before  the  Int«rstatfl 
Commerce  Commission  was  organized. 

Q.  The  point  I  am  getting  at  is  this:  Whether  there  was  any  diflference  from  a 

'  moralBtandpoint,fromvoarpo!ntof  view,  between  breaking  your  agreement  with 

the  roads  yourself  or  helping  one  road  to  break  its  agreement  with  another  road? — 

A.  I  do  not  believe  these  agreements  with  other  roads  are  right. 

Q,  Hence  you  feel  justified  in  being  a  party  to  assisting  a  road  to  break  its 

Xeement?— A.  You  may  say  it  is  a  rule  more  honored  in  the  breach  than  in  the 
( 


Q.  Tou  afterwards  touched  on  equality  of  freight  rates,  and,  ae  1  remember, 
expressed  an  opinion  that  they  were  justifiable  and  desirable  to  the  public. — A.  I 
say  it  might  be  argued  that  they  were. 

Q.  Would  it  not  be  desirable  from  the  standpoint  of  the  public  to  have  an 
equality  of  passenger  rates? — A.  Well,  it  is  the  inequality  and  discrimination  iii 
tlie  paraenger  business  that  gives  the  broker  his  business.  If  the  roads  treated 
the  public  with  exact  and  equal  justice,  there  would  be  no  room  for  ticket 
brokers. 

Q,  Would  not  the  universal  rate  of  2  cents  a  mUe  bring  it  about? — A.  It  woaU 
absolutely  destroy  the  brokers'  business.  When  roada  make  no  discriminations 
to  individuals  or  companies  there  is  no  business  for  the  ticket  brokers. 

Q.  And  there  would  not  be  enough  to  keep  ticket  brokers'  ofBces? — A.  No. 

Q.  Prom  the  standpoint  of  the  legislator,  then,  who  desires  to  serve  the  public 
primarily,  and  incidentally  to  abolish  the  ticket  broker,  if  he  would  legislate  no 
as  to  bring  about  a  universal  rate  of  2  cents  per  mile,  be  would  accomplish  his 
object? — A,  Yee;  the  ticket  brokerage  buHinesHwonld  be  unprofitable.  The  broker 
is  a  creature  of  conditions. 

Q.  (By  Mr.FjiRquHjiR.)  I  would  like  to  know  if  it  has  ever  been  decided  in  law 
whether  when  a  person  buys  a  ticket  of  a  railroad,  the  railroad  being  a  common 
carrier,  the  purcnaeer  of  that  ticket  m^es  a  contract? — A.  I  dont  think  so.  I 
do  not  believe  that  everything  that  railroads  print  upon  railroad  tickets  is  a  con- 
tract^that  all  the  conditions  could  be  enforced.  You  will  see  it  on  almost  every 
railroad  ticket,  the  statement  that  the  railroad  will  be  responsible  for  only  a  cer- 
tain amount  of  baggage.  That  wouldn't  hold  in  law.  There  is  frequently  on 
tickets  issued  by  some  companies  a  caution  In  big  letters  warning  the  passenger 
that  anyone  who  attempts  to  use  that  ticket  other  than  the  original  purchaser 
ie  liable  to  prosecution  for  forgery.  There  is  nothing  in  that;  it  is  simply  a 
falsehood. 

Q.  Do  you  know  whether  there  has  ever  been  a  test  in  law  of  a  case  where  a 

Krson  has  been  prosecuted  for  signing  the  name  of  another  on  a  ticket? — A.  I 
VB  referred  to  one  case;  1  have  not  the  records  of  it,  but  I  remember  of  this 
California  case,  where  the  Southern  Pacific  attempted  to  prosecute  a  man  for  such 
an  act.  But  this  is  certain,  that  if  the  signing  of  another  person's  name  on  a 
ticket  could  subject  the  pcreon  so  doing  to  successful  prosecution  for  forgery,  it 
would  have  been  done  hundreds  of  times  in  the  past  few  years,  while  certain 
railroads,  or  certain  combinations  of  railroads,  have  been  trying  to  destroy  the 
broker.  There  is  this  about  it:  I  do  not  suppose  there  is  a  broker  here  to-day — I 
do  not  know  that  there  is  a  broker  now  in  the  American  Ticket  Brokers'  Associa- 
tion— that  was  ever  arrested  and  charged  with  fraud.  I  never  was.  I  never  had 
the  least  intimation  made  that  I  had  handled  an^hing  improper.  I  do  not  know 
of  any  present  member  of  the  association  ever  being  charged  with  fraud,  let  alone 
being  convicted.  I  know  of  cases  where  we  have  expelled  members  because  we 
became  satisfied  they  had  been  doing  an  illegitimate  business. 
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meir  tickets  certain  conditions  that  yoa  say  are  Ule^.  There  is  a  condition 
on  all  common  carriers,  is  there  not,  nnder  the  common  law,  that  they  shall 
carrv  safely  to  their  destination  the  parties  who  have  purchased  tickets? — A.  I 
think  it  would  be  more  correct  to  say  the  "  parties  holdmg  "  than  the  party  par- 
chasing. 

Q.  The  railroad  sells  a  ticket  to  a  man.  The  contract  is  with  him.  He  does 
not  ase  it,  bnt  sells  it  to  another  man,  who  naes  it.  Now.  wonld  the  railroad  be 
Tesponsible  to  the  latter  far  an  injnry  to  limb  or  life,  if  it  were  known  that  he  had 
not  bonght  the  ticket  from  the  railroad  in  the  fii^  instance?  I  want  to  know 
what  yonr  experience  and  the  experience  of  yonr  friends  has  been  when  the  law 
was  brought  np. — A.  I  never  have  known  where  a  passenger  that  rode  npon  one 
of  those  tickets  was  injured  and  that  gnestion  was  brought  up.  My  opinion  is  that 
the  railroad  company  is  responsible  for  an  in  jory  to  a  person  even  if  he  carries  a 
complimentary  pass  npon  which  there  is  an  agreement  that  a  railroad  wonid  not 
be  responsible  and  the  party  has  signed  it. 

Q.  If  the  ticket  says  on  its  face  that  it  is  not  transferable,  do  yon  think  that  the 
second  party  that  holds  it  and  uses  it  can  sue  the  railroad  for  damaKes?— A.  I 
believe  BO,  under  all  rules  of  right  and  reason.  I  do  not  know  what  tne  techni- 
calities of  the  law  might  say  in  regard  to  it.  I  beUeve  when  a  railroad  company 
s^Us  a  ticket,  accepts  the  price  from  anyone  who  will  bny,  that  then  its  business 
is  to  transport  a  passenger  on  that  ticket  to  his  final  destination,  and  not  to 
question  what  particular  person  holds  that  ticket.  Tickets  are  sold  to, anybody, 
withont  regai'd  to  weight,  complexion,  or  nationality. 

Q.  So  that  yon  do  not  know  that  the  question  has  ever  been  bronght  up  in  law 
on  the  nontransferability  of  a  ticket?^A.  I  remember  I  was  interested  in  reading 
something  in  the  printed  proceedings  of  this  cotnmislon.  Some  railroad  president 
was  aflked  that  same  question,  and  ne  was  much  better  qualified  to  answer  than  I. 
He  seemed  to  be  a  little  hazy  on  that  proposition. 

Q.  Yon  mentioned  incidentally  in  your  testimony  the  licensing  by  national  or 
State  governments  of  ticket  brokers.  Do  you  know  of  any  case  wnere  private 
business  is  licensed  by  nation  or  State?— A.  I  see  Mr.  Lansing  nods  his  head. 
Perhaps  he  can  answer  that  for  me. 

Mr.LAssiNo.  Yes;  express  companies  are  licensed  in  Savannah,  Ga.,  and  in 
Angosta,  O-a.    In  fact,  all  lines  of  busineBS  are  licensed. 

^.  ^6y  Mr.  Kennedy.)  I  have  a  few  cjnestions  that  have  been  handed  mo  to  ask 
Mr.  Lmdenberger.  Are  there  any  restrictions  in  the  sale  of  immigrant  tickets — 
that  is  the  cheapest  class  of  tickets — with  regard  to  time  and  accommodation?-^ 
A.  I  do  not  know  as  to  that.  It  has  not  come  in  my  experience.  I  know  this, 
now  that  you  are  speaking  of  immigrant  tickets,  that  a  European  inmiigrant  gets 
a  cheaper  rate  in  the  United  States  than  an  American  citizen;  that  the  rates  will 
be  from  $2  to  $5,  perhaps,  from  New  York  or  the  landing  point  in  America,  to  his 
destination,  less  than  American  citizens  can  get. 

Q.  Those  tickets  are  sold  in  Europe? — A.  They  may  be  prepaid  in  America. 
Bnt  the  ticket  which  an  ordinary  American  citizen  and  a  voter  can  get  for,  say, 
$[R  can  be  had  by  the  foreign  immigrant  for  SIS. 

S.  That  is  universal? 
r.  L&HSiNO.  The  business  in  Atlantic  ports  is  so  controlled  by  a  pool  that  no 
perstm  other  than  one  who  has  arrived  from  some  foreign  port  can  buy  an  immi- 
grant ticket.  If  he  has  been  here  over  2  weeks,  then  ne  is  debarred  from  pur- 
chasing an  immigrant  ticket.  And  his  name  must  appear  on  the  manifest  of  some 
Htflarasnip  company.  But  the  immigrant  fares  have  been  raised  within  the  last  2 
years  about  20  per  cent.  Within  the  last  8  years  there  has  been  no  discovery  of 
an  V  transaction  in  which  ticket  brokers  have  been  eng^ed  in  handling  immigrant 
tickets.  That  has  been  confined  to  a  different  kind  of  people — men  wh'i  make  a 
specialty  of  selling  land  and  looking  aft«r  the  interests  of  foreigners. 

Q.   (By  Mr.  Litchuan.)  Touch  a  little  on  the  difference  in  accommodations. 

Mr.  Lansinq.  Yes;  the  accommodation  of  the  immigrant  passengers  has  some- 
what changed  within  the  last  few  years.  They  do  not  rnn  as  many  immigrant 
trains  as  tney  did  heretofore;  they  hitch  them  onto  some  freight  train,  which 
reduces  the  cost  of  transportation  considerably.  But  in  many  instances  the  immi- 
grant who  pays  $3  or  S3  or  even  in  some  cases  as  much  as  $5  lessridessidebyside 
with  an  American  citizen  who  has  paid  a  higher  amount,  simply  because  the  rail- 
ways control  in  a  pool  organization  all  the  immigrant  busineBB  of  this  coontry. 

Mr.  A.  L.  Harris.  You  accept  this  now  as  your  testimony? 

The  Witness.  I  do.    I  want  to  say  in  connection  with  that  statement  that  immi- 

Sauts  ride  in  the  same  car,  or  perhaps  in  the  same  seat,  with  American  citizens 
at  pay  a  higher  rate  of  fare;  tnat  in  a  great  many  cases  in  this  country  to-day, 
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where Becond-cl&SH rates h&ve not  beenaboliehed.rowlii  havif  stopped  iiMingHecuuil- 
olass  cars  or  making  any  distinction  in  class,  and  that  two  passengers  will  ride 
side  by  side,  one  paying  the  firet'Class  rate  and  one  the  second-class  rate — adiffer- 
ence,  perhaps,  of  (S— and  have  exactly  the  sune  accommodations. 

Q.  (By  Mt.  Farquhaa.)  Do  not  some  of  the  roads  that  canj  the  immigranta 
on  throneh  rat«slet  them  ride  in  the  smoker? — A.  The  smoker  is  not  seconaclass; 
a  railroad  company  can  not  force  a  second-class  passeneer  tfl  ride  in  a  smoker;  in 
fact,  they  can  keep  him  from  doing  so.  As  a  general  thing,  to-day  the  first-class 
man  that  smokes  has  a  right  to  the  smoker  and  he  is  not  compelled  to  go  into  a 
second-class  car  to  smoke.  I  know  of  roads  running  reclining-chair  cars;  they 
-  are  first  class;  the  holders  of  second-class  tickets  have  the  same  rights  as  the 
holders  of  first-lass  tickets  right  from  the  railroad  companies.  The  person  who 
knows  his  business  bnys  ai  second-class  ticket  and  saves  the  difference.  There  is 
only  this  difference,  thiat  a  second-class  ticket  will  not  be  accepted  for  a  sleeping 
car;  if  he  wants  to  ride  at  night  he  will  have  to  have  a  first-lass  ticket  and  pay 
tfae  sleeping-car  fare  difference. 

Spealnng  of  sleeping  cars  reminds  me  of  the  experience  of  one  of  the  brokers 

Besent  coming  from  Chicago  to  Washington.  The  usual  rate  for  a  sleeper  is  85. 
e  bought  his  to  Pittsburg  for  $2.50;  then  from  Pittsburg  to  Washington  for  $2. 
By  buying  two  tickets  he  got  here  for  $4.50;  if  he  had  bought  atbrougb  ticket  he 
wonld  have  had  to  pay  i-'i.  Those  conditions  obtain  in  many  cases  in  licket  us 
well  as  in  sleeper  rates,  and  where  brokers  know  of  it  they  advise  their  customers 
and  make  a  saving  to  them. 

Q.  (By  Mr.  Farquhar.)  Doyon  think  that  the  Wabash,  which  yonknowwell, 
does  not  run  second-class  passengers  in  the  smokers? — A.  I  never  knew  of  a  pas- 
senger on  the  Wabash  being  obliged  logo  into  the  smoker.  1  tb ink  the  gentlemen 
present  will  bear  me  out  that  a  second-class  passenger  can  not  be  compelled  to  go 
into  the  smoker;  that  a  smoker  is  not  second  class.  It  is  a  common  thing,  when 
onr  customers  come  in,  for  us  to  say,  "Are  yon  going  to  take  a  sleeper?"  ■'  No." 
"  Buy  second-claes;  get  the  same  accommodation  and  it  is  a  saving  of  S2." 

Q.  (By  Mr.  Conger.)  Yon  buy  a  second-class  ticket  and  sell  it  to  them  as  first- 
class  fare? — A.  Oh,  no.  [Laughter.]  We  sell  a  great  many  tickets  at  tariff. 
We  brokers  all  have  a  large  busmess.  The  railroad  companies  may  be  in  an  agree- 
ment not  to  cut  rates.  They  say,  We  are  perfectly  willing  to  pay  you  a  commis- 
sion, bnt  the  rate  is  not  to  be  cut.  We  work  for  them  and  get  business.  Our 
passengers,  a  great  many  of  them,  are  our  friends  that  we  have  known  for  years. 
They  say,  We  would  rather  buy  of  you  than  the  other  fellow  if  you  can  make  the 
same  rate.  There  is  a  great  deal  of  trade  of  that  kind.  If  there  should  be  aiegu- 
lation  that  all  tickets  must  be  sold  at  tariff  rates,  it  would  not  destroy  the  brokers' 
offices.  The  passenger  associations  now  say  how  many  outside  ofHces  a  railroad 
may  have.  They  say  to  the  general  passenger  agent.  You  must  take  your  ofBce 
out  of  that  place  or  out  of  this  hotel.  If  an  antiecalping  law  were  passed,  and 
a  man  could  not  sell  tickets  without  a  certificate,  the  passenger  associations 
would  control  the  business  entirely.  Bnt  without  the  certificate  they  can  not 
control  US.  We  can  sell  tickets  against  anybody,  even  if  it  is  necessary  to  sell  at 
tariff  rates.  But  if  a  law  is  passed  making  it  criminal  for  any  man  to  sell  them 
without  a  lailroad  certificate,  they  would  restrain  that  man  from  selling  a  ticket 
and  close  his  ofHce. 

Q.  (By  Mr.  Kennedy.)  What  percentage  of  the  members  of  your  organization 
have  been  in  the  brokei  age  business  10  years  or  more? 

Mr.  Carter.  Between  6.i  and  70  per  cent. 

The  WiTHHSS.  Mr.  Carter  says  between  65  and  70  per  cent. 

Q.  And  yon  say  none  oE  these  ^ntlemen  have  ever  been  charged  with  or  ever 
been  convicted  of  fraud? — A.  I  think  our  secretary,  Mr.  Carter,  will  know,  and  I 
will  let  him  answer  for  me.     He  will  know  whether  any  person  whom  we  have 

Kuiitted  lo  remain  in  our  association  was  ever  charged  with  or  convicted  of 
ud. 

Mr.  Carter.  No,  not  one. 

Q.  What  position  have  ticket  brokers  occupied  politically  and  socially,  so  far 
as  yon  know?^A.  A  few  of  us  have  been  sentenced  to  State  legislatures  or  some- 
thing of  that  kind,  but  ticket  brokers  as  a  general  thing  are  business  men  and 
not  ofllce  seekers. 

Q.  Were  yon  ever  a  member  of  a  legislature?— A.  I  have  been  a  member  of  the 
California  legislature.  We  are  business  men  and  pay  very  little  attention  to 
local  politics,  and  I  should  think  it  would  be  a  rare  thing  to  find  any  of  us  engaged 
in  ward  politics  in  the  cities  in  which  we  live. 

It  is  true  that  ticket  brokers  have  served  as  councilinen  and  aldermen  of  cities 
and  were  honored  members  of  those  bodies,  but  as  an  association  we  are  not  a 
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Slitical  bodv.    But  ticket  brokers  are  wide-awake  citizens;  tbey  tak«  a  lively 
■atest  in  all  pnblic  mattem,  bat  I  mean  they  are  not  politicians  to  the  extent  of 

seeldiiK  political  preferment  and  political  positions. 

Q.  Can  you  tell  us  Bomething  a  Dout  the  claeaee  of  people  who  effect  a  Bavinif  by 
pa&onizing  ticket  brokera,  other  than  the  traveling  men  yon  spoke  of?  Are  they 
more  generally  laboring  people  or  middle-class  people,  or  is  it  true  of  all  claasee 
of  people? — A.  I  eliould  say  they  were  from  all  claiises.  I  think  in  my  own  city 
there  is  hardly  any  class  of  people,  excepting  those  who  con  go  to  a  railroad  and 
get  a  pass,  but  what  deal  with  the  ticket  brokers.  We  have  sold  to  United  States 
Senators,  Congressmen,  governors,  judges,  ministers  of  the  gospel,  officers  of  the 
Ajmv,  doctors,  merchants,  and  btisiness  men,  as  well  as  to  the  (^at  maases  of  the 
people  in  more  humble  walks  of  life;  even  railroad  employees  are  among  oijr  ons- 
tomera.  Of  late  years  the  roads  have  been  drawing  the  lines  and  making  it  diffi- 
cult for  men  in  the  lower  positions  of  railroad  employment  to  get  free  transporta- 
tion or  even  special  rates.  A  great  many  of  tbent  have  come  to  us.  Men  employed 
on  the  passenger  trains,  knowing  of  the  honorable  character  of  ticket  brokers,  rre- 
qnently  recommended  their  friends  to  come  tons  because  they  knew  that  whatever 
we  sell  would  be  all  right. 

Mr.  Lansino.  It  is  not  an  infrequent  occurrence  for  poor  people  in  Eastern 
cities,  particularly  New  York,  to  deposit  week  by  week  or  montn  by  mouth  a 
small  sum  to  buy  tickets  West,  or  buy  tickets  for  some  one  in  the  West  to  come 
East,  or  from  the  South  to  come  North,  and  the  saving  tnrough  the  ticket  broker 
often  means  a  day's  wages  or  10  or  12  hoars' work  to  a  workingman.  And  aeain, 
in  the  cities  where  merchants  and  small  tradesmen  from  the  West  and  ^utit 
come  on  to  buy  goods  the  wholesale  houses,  knowing  that  these  men  do  not 
buy  very  extensively  and  do  not  ship  very  largely,  and  bo  are  unable  to  get 
any  consideration  in  the  shape  of  passes  or  half-rate  transportation  from  the 
rauway  companies,  seek  oat  the  ticket  broker  and  get  the  small  tradesmen, 
the  buyer,  the  crossroads  grocer,  and  similar  people  something  cheap  from  the 
ticket  broker.  It  saves  them  a  dollar  or  two.  In  the  country,  down  in  Kentucky 
and  Tennessee  and  Missouri,  a  dollar  is  bigger  than  it  is  in  New  York  and  the  big 
cities.  Those  men  will  walk  five  or  six  blocks  and  wait  over  adayor  two  tosave 
a  dollar  on  a  ticket.  Those  are  only  the  wage-earners  and  frugal  people.  I  have 
talked  with  our  Eastern  people,  and  a  great  many  find  that  men  vrho  are  well 
to  do  and  who  are  frugal  save  money  by  i»atronizing  brokers.  They  do  not 
always  expect  to  save  money  simply  on  a  ticket,  but  they  hope  to  save  it  by  get- 
ting some  information  about  some  route  that  a  railway  company  does  not  inform 
Ihem  about.  Each  railway  ofSce  only  informs  the  passenger  about  its  own  par- 
ticular line,  whereas  in  a  ticket  broker's  office  the  passenger  is  informed  about 
tile  various  lines — eight  or  nine  of  them  in  some  instances — to  a  given  place;  and 
by  that  means  the  passenger  is  saved  a  great  deal  of  tramping  over  the  city,  a 
great  deal  of  time,  and  he  knows  that  the  infomiation  is  correct,  and  be  selects 
his  route  and  makes  a  saving  in  money  without  any  sacrifice  of  comfort. 

S.  (By  Mr.  Kennedy.)  Mr.  Lindenberger,  you  said  something  about  selling 
road  passes.  If  a  man  should  come  into  your  office  in  Detroit  and  offer  to  sell 
a  railroad  pass,  would  yon  take  forcible  jKissession  of  that  pass  and  send  it  to  the 
railroad  or  would  you  inform  the  railroad  that  such  a  pass  had  been  offered  for 
sale? — A.  I  have  frequently  done  so,  but  of  late  years  I  prefer  not  to  see  the  pass. 
H  a  man  should  offer  to  sell  me  apa^B,  I  would  say;  "We  do  not  handle  them: 
I  do  not  want  to  see  it."  Sometimes  some  very  painful  results  grow  out  of 
reporting  passes.  I  remember  hearing  one  of  my  friends  tell  of  the  custom 
that  he  had,  in  common  with  other  brokers,  of  reporting  passes.  He  reported 
a  pass  that  was  offered  for  sale.  It  proved  to  have  been  given  by  a  general 
passenger  agent  to  a  yonnif  man  who  was  a  friend  of  his  family  and  whom  he 
was  trying  to  assist  in  getting  something  to  do.  And  the  fact  that  that  young 
man  had  offered  the  pass  for  sale — had  violated  his  confidence — hart  him  so 
badly  that  he  said:  "  lam  very  much  obliged  to  you  all  right  enough,  but  I  am 
very  sorry  to  know  this  thing.  1  would  very  gladly  have  known  nothing  about 
it."  And  it  affected  the  broker  so  much  that  he  said:  "Hereafter  I  will  just 
let  those  things  go."  And  I  have  had  something  of  the  same  experience.  Most 
of  the  passenger  agents  simplyignore  our  advice,  and  say:  "Oh,  well,  that  scalper 
is  trying  to  curry  favor  with  the  road  and  is  trying  to  make  something  out  ol 
it."  But  I  never  hx^  a  pass,  and  I  never  have  sold  one  norpermitted  one  t«  be 
sold  in  my  office.  It  is  disreputable  and  dishonorable.  While  railroad  com- 
panies may  issne  passes  improperly,  fortiolitical  purposes  or  otherwise,  it  does 
not  justify  brokers  in  handling  them.  We  confine  oar  operations  to  tickets  that 
the  railroad  company  receives  its  price  for,  Such  tickets  I  believe  to  be  proper 
articles  for  sale,  notvrithstanding  the  fact  that  John  Jones  or  Tom  Smith  may 
have  been  compelled  to  sign  them. 
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Here  is  a  poiot  that  migbt  be  of  interest  The  total  amonnt  of  paaeenger 
revenne  dnring  the  past  five  rears  amounted  to  91,250.000,000.  The  amoant  of 
fraadnlent  tickets  during  that  period  could  not  possibly  exceed  (10,1)00.  Of 
course  I  am  not  in  the  fraudulent-ticket  boKinesa,  and  I  do  not  know  what  it 
coald  amount  to:  hut  Iknow  thie:  That  with  the  system  of  eBpionage  that  isexer- 
cised  by  the  traffic  aaeociations  and  railwayB  hy  the  spotters  who  are  paid  to  get 
information— and  I  think  are  sometimea  mchned  to  manufacture  it — certainly 
our  enemies,  if  they  had  information  of  that  kind,  would  present  it;  and  from 
that  I  judge  that  the  loss  to  railroads  in  fraudulent  tickets  must  bean  exceedingly 
small  fraction  of  the  whole  amount  of  business  done.  Take  these  limited  tickets. 
While  the  railroad  companies  havo  been  paid  for  them,  it  is  of  course  a  fraud 
upon  the  road  and  a  dishonest  act  to  extend  the  limits  upon  them.  And  yet  most 
or  the  fraudulent  tickets  are  extensions  of  the  limit,  or  the  using  of  these  tickets 
outside  of  the  proper  agreement;  so  that  as  a  matter  of  fact  the  railroads  have 
actually  been  paid  for  carryinc  the  passenger.  Of  course  that  is  no  excuse  for 
the  ticket  being  used.  But  I  think  that  we  can  safely  say  that  the  value  of 
fraudulenttick^  that  the  railroads  carry  passengers  upon,  for  which  they  receive 
nocompei^^tion,  is  very  small  indeed.  TicKet  frauds  have  been  usually  discovered 
through  brokers.  Recently  a  forged  ticket  was  discovered,  reading  from  Eastern 
cities  to  Colorado.  It  was  an  actual  forgery,  discovered  byabroker.  The  broker 
is  present.  He  notified  the  railroads,  and  the  rascals  were  caught.  The  brokers 
gave  every  information  possible,  and  the  forgers  are  serving,  and  very  properly 
serving,  a  term  in  the  penitentiary. 

I  have  something  here  that  might  interest  the  commission.  1  spoke  in  my  tes- 
timony of  our  correction  sheet  that  is  issued  twice  a  n[tonth  from  the  secretary's 
office  in  Louisville,  Ky.  Among  the  standing  instmctions  on  that  sheet  is  the 
following  [reading] : 

"  Lost,  stolen,  and  fraudulent  tickets.  Members  will  report  to  the  general  office 
all  lost,  fraudulent,  and  stolen  tickets,  in  conformity  with  article  15.  This  rule  is 
mandatory,  and  failure  to  comply  is  punishable  by  fine." 

(The  witness  then  read  the  remainder  of  the  article,  instructing  brokers  how 
to  proceed  upon  the  presentation  at  their  counters  of  fraudulent  tickets.) 

Q.  (By  Mr.  Litchban.)  And  then  follows  a  list  for  that  particular  month?— 
A.  Yes.  Now,  it  has  been  the  custom  with  railroad  companies,  and  is  really 
the  most  effectual  way  of  detecting  frauds,  bnrglaries,  eto, ,  as  soon  as  they  learn 
of  a  fraudulent  issue  of  dcketa  or  of  tickets  being  stolen,  to  notify  a  broker,  who 
in  turn  notifies  our  secretary.  That  information  is  wired  all  over  the  country  or 
goes  by  the  first  mail,  so  that  every  ticket  broker  in  the  United  Statra  is  on  the 
lookout  for  those  tickets;  and  no  fraud  can  long  continue,  because  the  party  will 
be  caught. 

Mr,  Fbank.  With  your  permission,  I  should  like  to  say  a  few  words. 

Mr.  A.  L.  Hakris.  All  testimony  will  have  to  he  sworn  to.  and  if  yon  appear 
as  4  witness  yon  will  have  to  take  the  oath.  If  Mr.  Lindenberger,  however,  will 
accept  youT  testimony  as  his,  it  will  be  all  right. 

The  Witness.  If  I  object  to  it,  I  will  sa^  so  and  have  it  straightened  out. 

Mr.  Frank.  To  show  how  impossible  it  is  for  fraudulent  tickets  to  be  accepted 
'on  a  road  for  any  length  of  time  vrithont  the  consent  of  the  auditing  department, 
a  ticket  presented  oh  a  train  to-day  is  turned  in  by  the  conductor  to  the  auditing 
department,  say,  to-morrow  or  next  day — to-morrow,  as  a  rule — the  moment  he 
finishes  his  trip;  and  by  the  next  day  it  is  checked  up,  so  that  it  would  be  only  a 
matter  of  one  or  two  days  that  a  fraud  could  continue  without  being  discovered. 
All  the  brokers  in  this  room  have  averaged  in  the  business  over  15  years.  There  is 
not  one  of  us  that  has  ever  been  anested,  or  eversuspected,  even,  of  selling  a 
ticket  that  was  connected  with  fraud.  Tliere  is  less  chance  of  fraudulent  ticketa 
being  accepted  by  a  railroad  than  of  almost  any  other  kind  of  fraud  being  perpe- 
trated on  a  railroad  or  hank  or  any  other  institution. 

The  Witness.  Here  is  a  clipping  from  the  I^llas  Herald,  which  was  copied 
from  the  Chicago  papers  and  published  for  an  object  all  over  the  country,  ijuit  I 
want  to  lay  before  the  commission.     [Beading:] 


sr  the  hPHding  ol  "  Watnlng  to  the  public,"  the  mllmailii  aro  H-ndliig  cjot  copifK  of  Ihe  (ollow- 

icle,  which  recenllj'  appeared  fn  the  Rcwhoslpr  Herald: 

a  rBllHMdsarB  thorounhly  In  esroeelln  thrtr  purpose  (o  put  an  ond  to  the  tlckPl-Btalplrg  bufl- 


., ..„^^    . ^i,™..v,...    ..vj,    .... n..    -i.-uT    whii-h    I 

ransporUtlon,    The  Eioiy  hb  we  have  i[  Imm  a,  Chluago  nenip< 


Ibe  traveling  public  thai  It  ran  not  hnpe  to  i>iicci'»Kil]y  dcfv  thi'  iiinlniot  under  which  tt  secur 


log  one 

""  ■  ippcan-d  to  have  been  In  the  Windy  City,  bought  for  tlG  t\ 

witu  that  Bum,  and  relumed  liome  with  thecrowdB  whli 
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were  flockiOK  In  lo  atlend  the  comer-Blone  laying.  The  conlnut  required  the  depoBll  of  the  liclcts 
at  the  arriTHl  KUtion,  snil  the]' did  tbln,  but  ret unied  the  next  day  to  inquire  when  they  could  secure 
poKscwion  of  Idem  again,  but  were  told  that  they  wouid  be  ready  toe  them  tn  ample  lime  lo  caicb 

id  vile  called  for  their  ticlcetfl  and  were  told  that  they  could  fieeure  them  at 
'  '  '  Hke  Ibem  Balurday  evening.  The  man  made  quite  a  dlsturb- 
le  couple  left  and  returned  with  an  otflcet  ana  warrant  from 
Jufitli^e  Mnrtln'H  court  at^d  ernslrd  the  clerk.  CommABsioner  Donald,  of  lh»  affloclalion,  went  lo 
JuHtlee  Mtiniu'ti  court,  and  the  co.'W  was  immediately  called  end  dlxmiaed,  aa  the  Judge  xaid  ha 
thought  thy.  offer  ol  the  agency  was  fair  In  any  cient.  ss  the  couple  said  they  wished  hi  eo  by  the 
erenTng  tmin  and  were  promised  their  tJckeli  In  ample  time. 

'-ThTceavoclaClon  men  went  lo  the  train  and  found  the  couple  waiting.  One  man  remained  near 
by,  while  the  other  two  handed  the  tickets  over  end  left.  Immediately  after  the  two  men  iL-ft  the 
ciiiiple  werejoined  by  a  man  and  woman,  to  whom  the  tickets  were  turned  over  and  their  bagxage 
checked  to  Clnclnaati.  The  conductor  was  notified,  and  the  tickets  were  taken  up  lielore  the  train 
reached  Forty-seventh  street-  where  the  purchasers  preferred  leaving  the  Iniln  to  paying  their  tare 
OowD  to  Ohio. 
"Tbla  !■  Che  first  Instance  of  the  kind  that  has  come  (□  nubile  notice, 


"Tbla  la  Che  first  Instance  of  the  kind  that  has  come  (o  nubile  notice,  audit  would  seem  thai  the 
railroad  company  eclcd  within  iia  moral  and  legal  right*.  The  relling  o(  a  ticket  at  a  largely 
reduced  rate  Is  a  favor  lo  the  traveling  public,  which  the  canier  has  a  right  tn  keen  frnm  hrlnir 
abused,    11  it  lacks  thlspower.  Its  only  recourse  In  lo  withdraw  siioh  tlckctMlroi 


purchaser  In  this  particular  Instance,  as  he  went  Into  the  speculation  with  his  eyes  I'uHy  open  to  the 
mi^tliBve  been  avoided  by  a  little  closer  obKrvalion  of  the  code  of  honor  ou^th  sides." 

In  this  article  I  do  not  see  where  they  can  connect  the  ticket  broker  with  the 
tranaaction.  It  appeare  that  the  conple  bought  round-trip  tickets  from  where 
they  started  to  Chicago  and  return,  found  another  couple  who  were  going  back 
to  this  place,  and  desired  to  tnm  these  tickets  over  to  them.    The  railroad  pat 

.,._. ^ .,.__  „-,. :.   ^_   .^^..   ^_,__,_      __:,.-L_   .._,__._  _^(^g^ 

f  propo- 
sition is  wrong.  It  may  be  contended  that  when  theae  parties  bought  these  tickets 
.  to  Chicago  and  return  they  became  parties  to  a  contract  and  should  comply  with 
all  the  requirenients  of  the  contract,  but  I  believe  that  when  a  railroad  company 
sells  a  ticket  it  is  good  to  cany  a  passenger,  and  as  they  sell  that  ticket  to  anyone 
that  will  buy  it,  it  was  a  perfectly  proper  transaction  for  this  couple  to  turn  their 
tickets  over  to  any  other  couple  who  would  return  on  the  jotirney.  There  is 
nothing  of  this  kind  that  happens  in  the  United  States  where  a  ticket  is  refused 
but  the  "  scalper  "  is  blamed  for  it,  and  this,  of  course,  is  a  Bi)ecimen.  I  believe 
it  ia  wrong. 

I  remember  a  case,  too,  where  a  great  deal  was  said  in  the  newspapers  aboat 
what  they  were  pleased  to  term  a  rascally  trick  by  a  scalper  to  beat  the  railroad 
company.  From  some  place  out  of  Chicago,  perhaps  a  hundred  miles,  there  was 
an  excursion  rate  adveirtised  of  a  ronnd  trip.  A  Chicago  broker  organized  a  com- 
pany  of  p(K>ple,  paid  the  local  fare  for  hia  party  on  the  train  to  thia  point,  and  got 
oEf  the  train  fea  buy  the  round-trip  tickets.  The  passenger  agent  ol^the  road  had 
learned  of  it,  wired  to  the  condnctor  to  ahorten  the  time  at  this  station,  who 
whipped  away  before  the  broker  bad  time  to  buy  his  tickets.  The  broker  was 
compelled  on  the  train  tu  pay  the  local  fare  for  his  entire  party.  This  transaction 
was  DuUetined  in  the  papers  as  a  proper  way  for  the  railroad  company  to  beat  the 
broker  and  punish  him  for  the  very  improper  act  of  selling;  to  his  party  at  the  full 
excursion  rate  that  the  railroad  company  nad  advertised  m  this  place,  some  little 
distance  from  Chicago.  ■' 

(Testimony  closed.) 


Washington.  X).  CJanuary  in.  intit. 
TESTDfOrsr  OF  HR.  A.  S.  TElSBBBO, 
Secrelary  of  the  State  Railroad  and  Warehouse  Cojitmiiarion  of  Minnegota. 

The  commiBsion  met  at  10.10  a.  m.,  Vice-Chairman  Phillips  presiding.  Mr.  A. 
K.  Teisberg.  of  St.  Paul,  Minn.,  secretary  of  the  railroad  and  warehouse  com- 
mis.sion  of  the  State  of  Minnesota,  was  introduced  as  a  witness  and,  being  dnly 
sworn,  tiiNtified  as  follows: 

Q.  (By  Mr.  Phillips.)  Mr.  Teisberg.  will  you  please  give  us  your  residence? — 
A.  Since  I  became  connected  with  the  Stat«  railroad  commission  of  Minnesota  I 
have  resided  in  St.  Paul.  I  have  been  connected  with  that  commission  since  its 
freation  in  1885,  »nd  since  1890  I  have  been  its  secretary. 
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Q.  What  was  yonr  cio«upation7— A.  Formerly  I  was  assistant  neoretury  of  the 
commisBion. 

Q.  What  was  your  occupatioii  priur  to  that? — A.  A  little  prior  to  that  I  was  a 
newspaper  editor  and  pablisher.  Prior  to  that  I  was  engaged  in  t«aching  at  col- 
lie, parti  cnlarly  langnagee. 

Q.  Will  Ton  pleaee  state  the  duties  and  powers  of  yonr  commission? — A.  The 
law  adopted  by  the  legislature  in  1885  creating  the  railroad  and  warehonse  com- 
mission did  not  give  the  commission  power  directly  to  fix  rates,  but  the  commission 
was  rather  what  is  called  an  advisory  commiBSion.  They  could  recommend  to  the 
railways  any  changes  that  they  thought  proper.  That  law,  however,  was  super- 
seded in  1867  by  an  act,  chapter  10,  general  laws  of  the  State  of  Minnesota,  which 
was  based  npon  the  act  proposed  to  regulat*  interetate  commerce.  My  recoUection 
is  that  sncn  an  act  was  draft«d  some  time  in  the  latter  part  of  188fi  and  sent 
around  to  the  various  State  commissions,  and  our  commission  took  the  matter  up 
and  recommended  to  the  legislature  a  change  of  the  law  in  accordance  with  that 
act.  The  greater  portion  of  it  is  exactly  in  the  same  words  as  the  interstate  com- 
merce act,  as  adopted  in  1887.  There  are  some  exceptions,  one  of  which  is  that 
the  State  act  permits  the  railroad  to  issue  free  passes  to  whomsoever  it  pleases 
within  the  State,  good  within  the  State,  while,  on  the  other  hand,  the  origitial 
act  prohibited  the  railroads  from  granting  clergymen's  half-fare  permits.  That, 
however,  was  changed  at  the  following  session,  so  that  now  any  raUroad  iu  our 
State  can  grant  half-fare  permits  the  same  as  they  do  in  a  great  many  of  the 
other  States. 

The  commission,  by_  this  act  of  1887,  was  also  empowered  to  fix  or  to  change 
rates  made  by  the  railroads,  and  they  proceeded  to  do  so  with  reference  to  the 
BWitcbing  rates  at  Minneapolis  and  with  reference  to  rates  for  the  transportation 
of  milk  m>m  certain  paints  on  the  Chicago.  Milwaukee  and  St.  Paul  Railway. 
They  reduced  the  switching  rate  from  91.50  to  $2  per  car  to  $1  per  car.  They 
reduced  the  rate  ou  milk  from  3  cents  per  10  gallons  to  3}  cents  per  10  gallons  for 
distances  np  to  75  miles. 

CJ.  (By  Mr.  Farqdhar.]  These  arrangements  were  within  the  State  of  Minne- 
sota?—A.  Entirely  so. 

Q.  So  that  there  was  no  interference  with  the  interstate-commerce  act? — A.  No. 
Now,  the  railways  did  not  obey  the  order  of  the  commission  in  these  two  cases,  so 
mandamus  proceedings  were  instituted.  The  State  court  sustained  the  commis- 
sion and  asserted  that  the  commission  had  fnU  power  to  fix  those  rates.  The 
companies  appealed  to  the  United  States  Supremo  Court,  where  the  decision  of 
the  State  court  was  overruled  and  the  law  as  defined  by  the  State  court  was 
declared  nnconstitutional  in  the  case  of  the  Chic^o,  Milwaukee  and  St.  Paul 
Railway  Company,  plaintiff  in  error,  v.  the  State  of  Minnesota  ex  rel.  the  Rail- 
road and  Warehouse  Commission  of  the  State  of  Minnesota,  familiarly  known  as 
the  milk-rate  case. 

Q,  (By  Mr.  Lituhmak.)  Can  you  briefly  give  the  grounds  of  that  decision? — 
A.  I  think  I  shall  do  that  in  the  language  of  the  court.  The  United  States 
Supreme  Court  says: 

pleading;]  "  The  construction  ^ut  upon  the  statute  by  the  supreme  court  of 
Minnesota  must  be  accepted  by  this  court,  for  the  purposes  of  the  present  case, 
as  conclusive  and  not  to  be  reexamined  here  as  to  its  propriety  or  accuracy.  The 
supreme  conrt  authoritatively  declares  that  it  is  the  expressed  intention  of  the 
lenslature  of  Minnesota,  by  the  statute,  that  the  rates  recommended  asd  pub- 
lisned  by  the  commission,  if  it  proceeds  in  the  manner  pointed  out  by  the  act,  are 
not  simply  advisory,  nor  merely  prima  facie  equal  and  reasonable,  but  final  ahd 
conclusive  as  to  what  are  equal  and  reasonable  charges;  that  the  law  neither  con- 
-  templates  nor  allows  any  issue  to  be  made  or  inquiry  to  be  had  as  to  their  equality 
or  reasonableness  in  fact;  that  under  the  statute  the  rates  published  bj;  the  com- 
mission are  the  only  ones  that  are  lawful,  and,  therefore,  in  contemplation  of  law 
the  only  ones  that  are  equal  and  reasonable;  and  thatina  proceeding  for  a  man- 
damus under  the  statute,  there  is  no  fact  to  traverse  except  the  violation  of  law, 
in  not  complying  with  the  recommendations  of  the  commission.  In  other  words, 
although  the  railroad  company  is  forbidden  to  eHtablish  ratt.'S  that  are  not  equal 
and  reasonable,  there  is  no  power  in  the  courts  to  stay  the  hands  of  the  commis- 
sion if  it  chooses  to  mtabUsh  rates  that  are  unequal  and  unreasonable. 

"  This  being  the  construcrion  of  the  statute  by  which  we  are  bound  in  consider- 
ing the  present  case,  we  are  of  the  opinion  that,  so  construed,  it  conflicts  with  the 
Constitution  of  the  United  States  in  the  particulars  complained  of  by  the  railroad 
company.  It  deprives  the  company  of  its  right  to  a  judicial  investigation,  by  due 
process  of  law,  under  the  forms  and  with  the  machinery  provided  by  the  wisdom 
of  the  successive  ages  for  the  investigation  judicially  of  the  truth  of  a  matt«r  in 
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coQtroversy,  and  substitutes  therefor,  ae  an  absolute  finality,  the  action  of  a 
railroad  commission  which,  in  view  of  the  powers  conceded  to  it  by  the  Stat^i 
court,  can  not  he  regarded  as  clothed  with  judicial  functions  or  pOBseBsing  the 
machinery  of  a  conrt  of  justice." 

Briefly  stated,  the  law  was  set  aside  for  the  reason  that  it  did  not  provide  for  a 
judicial  review  of  the  acts  of  the  commiBsion. 

(^.  (By  Mr.  Farquhar.)  In  other  words,  that  it  was  arbitrary  in  rates  and  in 
jurisdiction? — A,  Yes;  I  may  stat*.  however,  that  there  were  three  justicea  of  the 
Supreme  Ctourt  that  disaented  from  the  majority  opinion  in  this  case. 

This  decision  was  rendered  in  lti89  or  1890  and  the  following  session  the  legis- 
lature, which  met  in  1891 ,  proceeded  immediately  to  amend  the  law  npon  the  lines 
laid  down  by  this  decision  bo  as  to  meet  the  objections,  and  nnder  that  law,  as 
amended,  which  provided  for  complaints  being  made,  duly  verified,  by  any  per- 
'  son  or  corporation  or  municipality  in  regard  to  rates,  the  conunission  snonld 
proceed  to  investigate  and  give  the  companies  due  notice  and  proceed,  as  near  as 
may  be, in  the  manner  pnraaed  in  snch  cases  in  a  conrt^—take  testimony,  confdder 
all  the  facta  submitted  to  it,  and  then  render  its  decisions. 

The  first  and  perhaps  the  most  importantcasethat  came  before  the  commission 
nnder  that  amended  law  was  the  question  of  grain  rates  from  points  in  the  Red 
River  Valley,  the  northwestern  part  of  Minnesota,  to  Minneapolis  and  Dulnth, 
our  chief  grain  markets. 

The  complaint  in  that  case  was  filed  in  the  latter  part  of  1893,  In  1894  the  com- 
mission made  its  order  reducing  the  rate  about  12]  per  cent.  The  complaint 
demanded  a  reduction  of  8Bi^  per  cent.  The  comi»laint  covered  only  three  stations, 
but  in  making  the  order  the  commission  feltthat  if  it  should  simply  make  an  order 
with  reference  to  three  stations  it  would  make  a  tariff  which  would  be  discrim- 
inating as  to  a  great  many  and  perhaps  all  other  points  on  the  road,  so  the  com- 
missicm  made  a  rate  covering  the  whole  road.  The  railway  company  appealed  to 
the  district  court  where  the  case  under  our  law  was  tried  de  novo.  The  same 
testimony  was  introduced  before  the  conrt  as  before  the  commission,  and  some 
new  and  more  complete  testimony  was  in  trodnced.  The  line  npon  which  this  case 
was  tried,  on  the  part  of  the  State,  was  to  show  the  cost  of  reproducing  the  rail- 
road, and,  taking  the  eamingsof  the  road  for  a  series  of  the  past  fonr  or  Ave  years — 
its  earnings  npon  the  grain  traffic,  wMch  was  the  only  traffic  involved  in  the  con- 
troversy— by  these  means  to  arrive  at  a  fair  income  for  the  railroad  within  that 
State  upon  the  cash  basis  of  the  cost  of  reproducing  that  road  at  that  time.  The 
decision  of  the  district  conrt  was  adverse  to  the  commission.  The  case  was 
appealed  to  the  State  supreme  court  and  was  decided  by  that  court  in  October, 
1896.    The  title  of  the  case  is  In  re  appeal  of  the  Great  Northern  Railway  Com- 

ar,  Elias  Steenerson,  State  of  Minnesota  et  al.,  appellants,  v,  Oreat  Northern 
way  Company,  respondent.  The  supreme  court  of  the  State  reversed  the  dis- 
trict court,  and  I  can  probably  best  express  the  point  decided  by  quoting  a  part 
of  the  syllabus  of  the  case: 

[Reading:]  "  S.  The  question  whether  the  rates  for  transportation  fixed  by  the 
State  railroad  and  warehouse  commission  are  unreasonable  and  confiscatory  is 
not  determined  by  the  fact  that  the  income  under  the  rates  as  so  fixed  will  not 
pay  the  amount  of  the  fixed  charges  of  the  railroad;  neither  can  the  amount  at 
which  the  railroad  sold  years  ago  on  mortgage  foreclosure  sale  be  taken  as  the 
basis  on  which  to  determine  what  are  reasonable  rates,  but  that  question  is  deter- 
mined by  ascertaining  what,  under  all  the  circumstances,  ia  a  reasonable  income 
on  the  cost  of  reproducing  the  road  at  the  present  time. 

"3.  Under  chapter  10.  General  Laws,  l887,as  amended  by  chapter  106,  Laws  of 
1891 ,  the  burden  is  on  the  railroad  company  to  show  that  the  rat«s  fixed  by  the 
commission  are  unreasonable. 

"  4.  Held,  the  fixing  of  rates  is  a  legislative  or  administrative  act,  not  a  judicial 
one.  Under  the  constitution  the  court  can  not  place  itself  in  the  shoes  of  the  com- 
mission  and  try  de  novo  the  question  what  are  reasonable  rates;  &nd  on  appeal  under 
said  statutes  the  court  can  review  the  acts  of  the  commission  only  so  far  as  to 
determ-ne  whether  the  rates  fixed  by  it  are  uurea'ionable  and  confiscatory,  and  to 
what  extent,  in  much  thg  same  manner  as  an  appellate  court  determine  whether 
or  not  the  verdict  of  a  jury  is  excessive  and  to  what  extent. 

"  5.  On  appeal  from  the  commisgion  the  court  should  take  judicial  notice  of  all 
those  general  matters  of  which  the  commission  should  have  knowledge  and  on 
which  it  would  act  without  proof  thereof  made  on  formal  hearing." 

The  case  never  was  heard  again  in  the  district  court. 

Q.  (By  Mr.  Farql'HabJ  It  was  sent  back  to  the  district  court  by  the  supreme 
court  of  the  Stat«7 — A.  Yesi  it  was  sent  back  to  the  district  court  for  a  retrial, 
but  never  came  up  again,  for  the  reason,  perhaps,  that  the  Great  Northern  Bail- 
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way  Compimy  had  completed  a  ehort  line  from  the  Red  Elver  Valley  and  from 
the  wheat  coantry  to  Dnluth,  which  decreased  the  distance;  and  theTeupon  that 
company  eatablisued  rates  which  in  some  iDstancea,  for  the  loager  distances, 
were  lower  than  the  rates  that  had  been  ordered  by  the  conunissioii.  While  the 
commission,  for  instance,  from  Crookston,  a  distance  of  300  miles  from  Hinne- 
apolia,  had  ordered  a  rat«  of  14|  cents,  the  company  pnt  in  a  rat«  of  14  cents. 
Another  thing  the  railway  company  did  in  this  matter  which  the  commission  ^r- 
haps  could  not  have  ordered  was  to  make  the  same  rates  for  a  stretch  of  100  nules 
from  each  station;  and  fnrtbermore  it  made  the  same  rat«  to  Minneapolis  as  t« 
Dnlath,  giving  the  farmers  and  prodocers  the  adTanta«;e  of  those  oompetiug 
markets  at  the  same  freight  rate  and  also  doing  away  with  the  little  rivab^  that 
always  exists  between  adjacent  stations  for  the  produce  of  the  farmer  where  the 
rate  is  different.  The  adoption  of  this  rate  by  the  Great  Northern  of  course  com- 
pelled the  Northern  Pacific,  which  operates  in  the  same  territory,  to  adopt  the 
,  same  rates;  and  right  across  the  Red  River  is  North  Dakota,  also  a  wheat  State, 
and  of  course  they  had  a  corresponding  benefit  from  the  reduction.  The  rail- 
roads could  not  very  well  give  Minnesota  a  mnch  lower  rate  for  about  the  same 
distance  than  they  gave  to  Dakota,  In  1807  the  law  was  again  amended  so  as  to 
permit  the  railroad  commission  to  proceed  to  the  investigation  of  rates  upon  its 
own  motion.  Upto  that  time  the  law  required  that  a  complaint  most  be  made  by 
Bome  one.  Under  that  law  the  commission  in  18B8  proceeded  to  investigate  the 
reasonableness  of  the  rate  on  hard  coal  from  Dulnth  to  New  Ulm  over  two  lines 
of  railway,  the  St,  Panl  and  Dnlnth  and  the  Minneapolis  and  St.  Louis.  I  should 
say  here  that  our  law  provides  for  the  fixing  of  joint  rates  by  the  commission,  bat 
that  feature  of  the  law  had  never  been  decided  until  this  case  came  up.  The 
commission  fixed  the  rate  for  the  two  roads,  and  thereupon  also  divided  that  rate 
as  between  the  two  roads.  The  roads  refused  to  divide  the  rate  themselves,  and 
nnder  the  law  the  commission  made  the  division  of  the  rate  as  well  as  the  throngh 
rate.  One  of  the  railway  companies,  the  Minneapolis  and  St.  Louis,  appealed  to 
the  district  court.  This  case  was  not  tried,  however,  upon  the  same  hnes  as  the 
Steenerson  rate  case.  The  qaestion  of  the  cost  of  reproauction  did  not  enter  into 
it.  It  was  tried  more  on  the  technical  points  of  law  as  to  the  power  of  the  com- 
mission t«  make  joint  rates.  Both  the  district  conrt  and  the  State  supreme  court 
sustained  the  order  of  the  commission.  The  case  Is  now  pending  before  the 
United  States  Supreme  Court,  It  is  a  case  of  very  great  importance  on  the  queo- 
tion  of  State  regulation,  involving  as  it  does  the  ngnt  of  the  commission  to  make 

S'  oint  rates ;  and  it  becomes  so  much  more  important  in  view  of  the  fact  that  we 
ave  another  provision  of  the  law  which  authorizes  the  commission  to  compel 
two  roads  crossing  each  other  at  grade  to  pat  in  a  Y  connection  between  the  two 
roads  for  the  transfer  of  traffic  from  one  road  to  another.  This  case  has  gone 
through  all  the  stages  of  the  courts,  and  it  was  decided  in  the  United  States 
Supreme  Court,  in  the  case  of  Jacob  F.  Jacobeon  v.  The  Minneapolis  and  St,  Louis 
Railroad  Company,  sustaining  the  law — sustaining  the  order  of  the  commission. 
So  that  if  we  get  a  decision  sustaining  the  right  of  the  commission  Co  make 
reasonable  joint  rates  for  two  or  more  companies  as  well,  the  two  in  connection 
will  be  very  important  factors  in  the  rejfulation  of  railroads  by  States. 

Q.  (By  Mr.  LiTCHMAN.)  Will  you  hriefiy  state  the  olwect  of  this  Y^^o  the  traf- 
fic can  be  transferred  from  one  road  to  the  other?^A.  Yes.  The  commission  can 
not  order  these  Y  connections  in  unless  it  is  shown  that  a  commercial  necessity 
exists  in  the  particular  case.  The  necessity  was  shown  in  this  case.  One  of  the 
roads,  the  Qreat  Noithern,  passes  through  a  heavj-  timber  belt  where  the  cutting 
of  fnel,  wood,  posts,  etc.,  is  quite  an  industry.  The  point  of  connection  was  out 
<m  the  prairie,  probably  a  hundred  miles  from  the  woods,  and  crossing  a  road 
that  was  a  prairie  road  practically  leading  out  to  South  Dakota,  and  it  was  for 
the  benefit  of  the  wood  choppers  and  shippers,  as  well  as  the  wood  consumers, 
that  the  commission  was  justified  in  making  the  order.  The  commission  can 
not  make  an  order  just  because  the  roads  cross  each  other.  If  there  is  no  com- 
mercial necessity,  the  courts  would  not  snstain  it,  even  if  there  should  be  such  an 

Q.  That  applies  only  where  the  roads  cross  at  grade? — A.  Yes;  they  must  cross 


at  grade. 


n  overhead  crossing,  it  would  not  apply? — A,  Oh,  no. 
Q.  (By  Mr.  Phillips.)  Have  you  any  other  laws  in  regard  to  grade  crossings? — 
A.  No;  we  have  not  paid  much  attention  to  the  protection  of  life  and  limb  with 
reference  to  railroad  cnissings.  We  have,  of  course,  a  law  or  mle  that  where  two 
railroads  cross  each  other  at  grade  they  naust  come  to  a  full  atop,  unless  inter- 
locking wgnals  are  provided  and  approved  by  the  railroad  commission.  They  are 
getting  to  be  very  numerous  in  our  State  now. 
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Q.  (By  Mr.  Litchman.)  A  road  conld  evade  that  order  o!  the  conuniBHion  bj- 
elevating  the  tracks  and  going  over? — A.  Yes;  the;  conld  do  that.  Idonotknow 
whether  yoa  desire  a  few  etatiatica  with  reference  to  rate  reductions  that  have 
taken  place  in  otir  State. 

Q.  (By  Mr.  Philups.)  Certainly;  it  is  very  important. — A.  I  have  a  few  here 
relating  only  to  grain. 

Q.  We  would  oe  glad  to  have  them. — A.  lean  take  only  fonr  points.  From 
Alexandria  to  Minneapolis,  distance  138  miles,  the  rate  on  grain  m  1B80  was  21 
cents  per  100  pounds;  in  1885  it  was  10  cents;  in  1887,  IS  cents,  and  it  remains  at 
that  rate  now.  From  Fergus  Falls  it  is  178  miles;  in  I88D  the  rate  was  23  cents; 
it  is  now  13  cents.  From  Urookston,  800  miles,  the  rate  ijj  1880  was  27  cents;  in 
1887  it  was  lb  cents,  and  it  is  now  14  cents.  From  St.  Vincent,  distance  380  miles, 
the  rate  in  1880  waa  35  cents  per  100;  in  1887,  31  cents,  and  now  it  is  16  cents. 

These  rednctiuns.  according  to  my  best  information  and  belief,  have  been 
brought  about  partly  by  virtne  of  the  operation  of  the  railroad  law,  bat  chiefly 
by  increase  in  the  volume  of  business  of  the  roads,  and  the  improvements  and 
economies  that  have  been  introduced  of  late  years  in  railroad  transportation, 
increasing  the  size  of  cars  from  400  bushels  capacity  to  1,000  bushels  capacity,  and 
in  the  increased  weight  of  the  engines.  The  Qreat  Northern  Railway.  1  am 
informed,  can  haul  about  80  loaded  cars  in  a  train — 80,000  bushels.  This  ia  all 
I  have  to  say,  that  I  can  recall  now,  with  reference  to  the  railroad  part  of  oar 
duties. 

Q.  (By  Mr.  LrrcHHAN.)  This  reduction  of  rates  has  been  the  natural  reduction 
from  competition,  or  has  it  been  brongfat  about  through  the  rulings  of  your  com- 
mission?— A.  I  think  that  the  rulings  of  the  commisraon  and  the  moral  effect  of 
those  rulings  have  had  a  good  deal  to  do  with  it.  but  I  think  it  is  the  introduction 
of  economical  methods  in  operation  that  has  had  more  to  do  with  it.  I  do  not 
believe  that  competition  has  had — ~ 

Q.  (Interrupting.)  Anything  at  all?~A.  Very  httlo— very  little  to  do  with  it, 

Q,  It  is  largely  due  to  improved  methods  of  transportation? — A.  Yes;  and,  of 
course,  in  connection  with  the  very  important  factor  of  increase  in  the  volume  of 
business  which  makes  it  possible. 

Q.  (By  Mr.  Phillips.)  Was  there  not  an  attempt  made  several  years  ago  to 
consolidate  the  Great  Northern  and  the  Northern  Pacific? — A.  Yes. 

Q.  What  have  yon  to  say  in  regard  to  it? — A.  Out  Stat«  has  had  a  law  upon  its 
statute  books  since  18T1  prohibiting  the  consolidation  of  parallel  or  competing 
railroads.  It  is  not  a  law  that  ia  particularly  within  the  power  of  the  oommiesion 
to  enforce,  but  rather  within  that  of  the  governor  or  of  the  attorney-general  to 
enforce.  Now,  at  the  time  of  the  reorganization  of  the  Northern  Pacific  Railway, 
in  1896. 1  think,  there  was  a  scheme  on  foot  by  the  Great  Northern  road  to  obtain 
control  of  it — not  by  personal  ownership  or  community  of  interest,  but  the  Great 
Northern  Railway  Company  was  to  underwrite  the  securities  of  the  Northern 
Pacific  Railway  Company  and  receive  in  consideration  therefor  a  majority  of  the 
stock,  and  thus  control  it  and  practically  consolidate  it.  Of  course  the  existence 
of  this  law  was  known  to  the  Great  Northern  Company,  and  in  order  to  get  a 
ruling  upon  it  a  suit  was  instituted  in  the  Federal  court  before  Judge  Sanborn 
by  one  ot  the  stockholders  of  the  Great  Northern  whose  name,  I  believe,  waa 
Pearsall.  and  the  case  is  entitled  Pearsall  v.  Tbe  Great  Northern  Railway  Com- 
pany. The  judgment  of  Judge  Sanborn  was  that  the  Great  Northern  Company 
mignt  underwrite  those  secunties.  The  case  was  appealed  to  the  United  States 
Supreme  Court.  In  the  meantime  the  attorney-general  of  the  State  of  Minnesota 
institoted  proceedings  in  the  district  court  to  test  this  law.  and  the  district  court 
snstained  the  position  of  the  attorney-general;  the  Stat«  supreme  court  likewise 
Bustained  his  position,  and  while  the  Pearsall  case  was  pending  before  the  United 
States  Supreme  Court  the  attorney-general  filed  a  brief  in  that  case  as  an  inter- 
venor.  and  the  United  States  Supreme  Court  iiustained  the  law,  so  that  consolida- 
tion did  not  take  place,  and  competing  roads  in  our  State  can  not  be  consolidat«d. 

Oiily  last  summer  tbe  Northern  Pacific  Railroad  Company  absorbed  or  consoli- 
dated with  the  St.  Paul  and  Duliith  Railroad  Company.  The  St.  Panl  and  Dnluth 
is  a  short  line  between  the  twin  cities.  St.  Paul  ana  Minneapolis,  and  Dnluth:  it  is 
about  150  miles.  Tbe  Northern  Pacific  also  has  a  line  connecting  the  two  cities. 
but  by  a  roundabout  way.  The  distance  on  the  Northern  Pacific  proper,  between 
St.  Paul  and  Dnluth,  is  aDoat2o0miles.orl00  miles  longer  than  the  otner  line.  In 
the  meantime  the  Northern  Pacific  bought  the  St.  Paul  and  Dnluth.  Our  commis- 
sion instituted  (iroceedinga  to  tost  thelaw  again  or  to  prevent  that  consolidation;  but 
while  the  case  was  pending  in  the  district  court,  tne  Northern  Pacific  Railroad 
Company,  through  its  president  and  its  general  connsel,  applied  to  the  commis- 
sion and  entered  into  an  agreement  whereby  t^ey  boiuid  tbemselveB  for  all  time 
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to  come  to  have  the  St.  Patil  and  Dnlnth  part  of  the  road  conaidered  as  a  eeparate 
entity  in  any  case  that  might  arise  between  the  State  and  the  company.  For 
instance,  if  we  should  proceed  in  a  rate  caee  against  the  former  St.  P^nl  and 
Dulnth  road,  it  would  not  be  necessaiy  to  go  into  the  coat  of  reproducing  the 
whole  Nortlkem  Pacific  Railroad  in  the  State  of  Minnesota,  but  only  that  portion 
'"'  '     .-■.■..»..     ".    "^ui  and  Duluth.     Of  courae  the  case  was  diamissed 

e  reonened  at  any  time. 
.         D  spoke  of  reproducing  for  the  sake  of  aHcertainiog 
thecoflt? — A.  Certainly. 

Q.  Gonld  yon  ^ve  any  estimate  of  what  the  cost  would  be  to  reproduce  that 
road? — A.  (Jur  district  court  found  in  one  case  that  the  cost  of  reproducing  the 
Great  Northern  road — some  1.S8S  miles  in  Minnesota — would  be  an  average  of 
1^,000  per  mile.  Out  of  this  J32,000  per  mile,  about  one-third  was  the  cost  of  the 
terrninala,  which  the  sapreme  court  found  to  be  exorbitant. 

Q.  (By  Mr.  Phillips.)  Would  this  law  prevent  the  consolidation  of  the  North- 
em  Pacific  and  the  Great  Northern  that  is  rumored  to  be  on  hand  at  the  present 
time? — A.  Yee,  as  far  as  the  road  in  the  State  is  concerned.  That  is  jnet  what  the 
Pearsall  decision  meant. 

Q.  (By  Mr.  Litchhah.j  Would  it  prevent  the  management  buying  and  man- 
agm^  the  interests  through  the  ownership  of  a  majority  of  the  stock  by  the  same 
parties?— A.  I  think  not. 

Q.  That  is  practical  consolidation,  is  it  not? — A.  I  presume  to  all  int^ntii  and 
purposes  it  is. 

Q.  {By  Mr.  Phillips.)  If  it  was  joint  ownership  you  could  not  prevent  it? — A. 
I  preeome  we  conld  not  prevent  any  citizen  owning  stock  in  competing  railroads 
or  anything  else. 

Q.  (BvMr.  LiTCHMAJj.)  Is  that  not  what  is  being  attempted  now?— A.  I  think 
that  is  tne  scheme. 

Q.  (By  Mr.  PniLLipa.)  Yon  think  that  would  effectually  defeat  the  law?— A, 
Not  completely  so:  they  would  maintain  the  S  roads  as  separate  organizations. 
Of  course  the  conunnnity  of  interest  in  ownership  would  prevent,  in  the  future, 
rate  wars  as  in  the  past,  and  I  think  that  is  a  good  thing. 

Q,  (ByMr.  LiTCHUAN.)  Now,  elaborate  that  jnst  a  little.— A,  About  rate  wars? 
Of  course  our  State  commission  has  had  very  little  experience.  We  have  been 
very  free  from  those  things  as  far  as  the  State  trafflc  is  concerned,  but  we  have 
noticed  it  on  interstate  business.  My  own  observation  is  that  rat«  wars  help  only 
those  who  are  large  shi{>pers  and  who  do  not  need  the  help  of  the  roads  in  any 
way.  The  small  Hhlpxwr  is  generally  not  prepared  and  has  not  mnch  to  ship  at  the 
time  so  as  to  take  advantage  of  it. 

Q.  (By  Mr.  Phillips.)  Hasyonr  conunisirion  any^iMiwer  topass  on  a  newissue 
of  stock? — A.  Yes.  In  1887  an  act  was  passed  requiring  that  all  stock  issued  by 
new  railroad  companies  should  be  fully  paid;  that  no  increase  of  stock  should  be 
permitted  without  the  consent  of  the  railroad  and  warehouse  commission.  Since 
that  time  we  have,  as  I  recall  now,  passed  upon  3  applications  for  permission  to 
increase  the  capitaJ  stock,  in  all  of  which  cases  permission  was  granted. 

Q.  To  the  extent  asked? — A.  To  the  extent  that  was  asked.  A  full  hearing  and 
complete  showing  of  the  necessity  of  such  increase  was,  however,  made  before 
the  commission.  In  fact,  this  report  of  189T,  which  I  shall  leave  with  you.  con- 
tains one  of  the  findings  in  such  a  case. 

We  have  also  the  long  and  short  haul  clause.  Under  that,  as  I  recall  it,  we  have 
had  2  applications  for  the  suspension  of  it.  The  commission  has  the  same  author- 
ity to  suspend  the  operation  of  the  long  and  short  haul  clause  as  has  the  Inter- 
state Commerce  Commission.    In  tbese  2  cases  the  application  was  denied. 

Q.  If  your  commieeion  should  refuse  to  allow  an  increase  of  stock,  wbat  action 
could  the  railroads  take,  or  conld  they  take  any? — A.  I  do  not  know  as  they  conld 
take  any,  eicept  there  would  be  a  roundabout  way.  I  presume,  by  incoTjKirating 
some  other  company  and  changing  it  that  way, 

Q.  (ByMr.  Farijuhar.)  Is  this  regulation  of  stock  under  Minnesota  charteTH?— 
A.  It  applies  only  to  railroads  incorporated  in  the  State  ot  Minnesota,  and  it  does 
not  apply  to  the  Great  Northern  Company,  which  has  been  a  chartered  road  from 
IB60,  and  it  does  not  apply  to  the  Northern  Pacific:  it  only  applies  to  a  few  of  the 
roads  that  are  incorporated  under  the  general  incorporation  law. 

Q.  (By  Mr.  Litcbmak.)  Would  yonr  laws  permit  the  operation  in  your  State 
of  a  road  chartered  under  the  laws  of  another  Stat«'' — A.  Yes. 

Q.  If  its  location  was  entirely  in  your  State?- A.  I  do  not  know  about  that.  1 
am  not  a  lawyer. 

Q.  (By  Mr.  Philliph.)  In  what  manner  are  the  railroads  taxed  in  your  State? 
Has  yonr  cotundssion  anything  to  say  in  this  regard?— A.  In  onr  State  the  rail- 
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roads  pay  s  percentage  upon  the  gross  earnings  in  lien  of  all  other  taxes.  A  new 
.  road  pays  1  per  cent  on  ite  gross  earnings  for  the  first  3  years;  for  the  nezt  7  years 
it  pays  2  per  cent;  after  10  years  it  pays  3  per  cent  on  its  gross  earnings.  The 
gross  earnings,  for  pnrposes  of  taxation,  are,  in  the  first  place,  all  earnings  on 
local  basiness,  business  within  the  State,  and,  secondlr,  a  mileage  proportion  of 
earnings  on  interstate  business.  We  hare  found  no  better  way  of  ascertaining 
OQT  proportion  of  interstate  earnings  than  to.  divide  it  by  the  road  mileage.  It  is 
prolwbly  not  absolutely  correct. 
"    Tb  there  any  special  complaint  from  the  railroads  in  retfard  to  this  taxation? — 


Q.  Istl 


very  little.    Our  cl „__.  ..^  ._.  _  _,___     _.__    ^ 

their  returns.    These  are  sent  to  the  commission,  and  by  the  couimiBsion  they  a 
checlced  np  and  approved  and  sent  to  the  State  auditor  and  treasurer  for  collection. 

6.  (By  Mr.  LiTCHMAM.)  Are  you  in  a  position  to  give  ua  a  tabulated  statement 
of  the  amount  realized  from  that  tax  covering  u  period  of,  say,  10  yearsP — A.  I  am 
not  in  a  position  now;  I  can  get  it. 

Q.  When  your  testimony  is  snbmitted  to  you  for  revision,  will  you  supply  such 
tabnlation?— A.  I  will. 

State  of  Minnesota, 
Office  of  the  Bailroad  and  Wahehocse  Cohuission, 

St.  Paul,  May  i.  1901. 


T«x«.i.id.  LSiii'^i. 


^%\ 


A.  K.  Teisbero,  Secretary. 
K  (By  Mr.  Farquhab.  )  The  commission  wonld  like  to  have  a  set  of  blanks,— 


I  will  say  that  in  18B6  the  taxes  in  the  State  amounted  to  |1 ,037.000;  in  1895,  to 
$1,009,000;  in  1S99  they  amounted  to  $1,444,000— about;  constantly  increasing. 

Q.  (By  Mr.  Litchman.)  That  tax  is  collected  directly  by  the  State?— A.  Tee. 

Q.  Is  there  in  addition  any  local  taxation? — A.  No  local  taxation.  This  per- 
centage is  in  lieu  of  sSi  other  texes. 

Q.  ta  your  experience  as  a  member  of  yonr  commftsion  have  you  fonnd  that, 
wiUiin  reasonable  bounds,  the  rate  fixed  is  not  of  so  much  importance  as  that  the 
rate  shall  be  uniform  to  all  patrons  of  the  road? — A.  Yes;  that  is  the  main  point, 
in  our  opinion.  1  think  poroaps  in  the  State  we  are  not  very  much  troubled  by 
secret  rebates  or  discriminations  of  that  kind.  I  think  there  is  no  special  reason 
why  one  road  or  another  road  in  our  State  should  give  any  of  its  shippers  any 
rebates  for  State  bosinese. 

Q.  Could  not  the  same  result  be  reached  by  special  privileges? — A.  Cei'tainly  it 
could;  but  I  mean  I  cannot  see  why  under  the  circumstances  a  railroad  should  be 
tempted  to  do  it;  it  ^ta  the  bnsinesB  anyway.  On  business  between  Chicago  and 
the  twin  cities  there  is  a  great  deal  of  competition,  and  I  imagine  that  rebates  and 
various  other  schemes  are  very  often  resorted  to. 

Q,  It  was  testified  here  yesterday  or  the  day  before  that  sometimes  the  regula- 
tion of  the  road  requires  cars  to  be  released  in  15  days,  bat  that  sometimes  the 
dates  get  confused  and  the  15  days  lengthened  ont  considerably  with  souie  ship- 
pers.— A.  Yes.  Speaking  of  the  releaKe  of  cars  reminds  me  that,  when  we  have  a 
large  crop  of  wheat,  in  the  tall  of  the  year  my  principal  work  is  to  run  down  to 
the  raUroad,  or  call  them  up  by  'phone,  and  say;  Can  you  furnish  Mr.  So  and  So 
cars  at  such  and  such  a  station?    The  grain  is  marketed,  unfortunately,  I  think,  in 
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the  conrse  of  about  8  monthB,  and  when  the  crop  ie  large,  of  course,  it  overtaxes 
the  capacity  of  the  railroads,  and  not  only  that,  bnt  it  frequently  overtaxeH  the 
capacity  of  the  terminal  elevators  to  receive  and  nnloBd  it  promptly. 

Q.  (By  Mr.  Phillips.)  Have  yon  any  other  mode  of  taxation  except  the  one 
you  allnde  to? — A.  No.  Thegroes-eammgstasisinlieuof  allothertases.  They 
pay  no  local  taxes  and  no  aasessmenta.  Onr  legislature  ot  late  years,  that  ia,  in 
the  last  two  sessionB,  has  touched  upon  the  propriety  of  raising  the  tax.  I  think 
there  will  be  a  proposition  this  sessian  to  raise  the  tax  to  4  or  4i  per  cent;  the 
rsilroadB  tvill,  or  coarse,  fight  it. 

Q.  (By  Mr,  Conoer.)  The  highest  rate  is  now  3  per  cent? — A,  Yee. 

Q.  DoBB  yonr  Stat«  make  any  difference  between  roads  as  to  their  earning 
capacity  per  mile? — A.  The  3  per  cent  is  regardless  of  the  earnings  per  mile. 

Q.  The  same  on  a  poor  road  as  on  a  better  or  more  productive  one? — A,  le^Sper 
cent  on  all  roads;  but  I  mnst  correct  that  statement.  The  Chicago  Great  Western 
nnearthed  an  old.  forgotten  charter — from  1854,  I  think.  Thia  charter  provides 
for  a  gross  eaminKs  tax  of  only  2  per  cent,  and  the  State  is  bonnd  by  it. 

Q.  (By  Mr.  A.  L.  Hareis.)  Do  the  entire  receipte  from  the  roads  on  taxes  you 
descrioe  go  into  the  general-revenue  fund  of  the  State? — A.  Yes. 

Q.  And  no  part  of  it  is  distribated  to  the  counties? — A.  No;  there  has  been 
some  agitation  in  the  legislature  to  do  that,  but  so  far  it  has  not  passed. 

Q.  (By  Mr,  Phillips.)  What  effect  had  the  voluntary  reduction  of  the  freight 
rate  by  Mr.  Hill  some  years  ago  on  the  price  of  farm  products,  or  does  the  reduc- 
tion increase  or  decrease  that  price? — A.  As  long  as  that  reduction  in  rate  on 
wheat  from  the  point  of  production  to  the  market  was  confined  to  a  certain  small 
area,  the  amount  of  that  reduction  went  to  the  producer;  but  last  spring  the 
conunission  succeeded,  after  considerable  negotiation  with  the  railroad  companies 
doing  business  in  the  southwestern  part  of  MinnesotA,  in  having  them  adopt  the 
same  rates  for  the  same  distance  as  the  Great  Northern  road  had  adopted  in  1807 
in  the  northern  part  of  the  State;  and  that  again  reduced.  I  presume,  the  rates 
from  South  Dakota  correspondingly  to  Chicago — and  from  Iowa.  So  that  now,  I 
presume,  the  reduction  in  the  grain  rat«  no  longer  helps  the  producer,  but  rather 
the  consumer.  As  lon^  as  you  can  confine  a  reduction  on  a  commodity  like  grain 
to  a  certain  small  locality,  then  the  producer  gets  the  whole  benefit  of  it;  but  the 
moment  it  spreads  throughout  the  wnole  country  the  consumer  gets  the  benefit. 

Q.  Now,  what  is  your  power  as  a  commission  overtheregiilation  of  elevators? — 
A.  The  legislature  in  1883  passed  an  act  covering  the  terminal  points  of  St.  Paul, 
MinneapoBs,  and  Duluth.  This  act  was  based  largely  upon  the  niinois  law  with 
reference  to  public  elevators  at  Chicago.  I  think  we  improved  on  that  act  by 
adding  to  it  the  weighing  department,  so  that  the  State,  throngh  its  employees, 
now  not  only  inspects  and  puts  a  grade  on  the  grain  marketed  at  the^e  terminal 
points,  but  it  also  weighs  it  out  of  the  car  int«  the  elevator,  or  out  of  theelevator 
into  the  car  or  into  the  vessel.  This  law  was  intended  to  cover  all  elevators 
located  at  these  terminal  points,  but  it  was  soon  found  that  at  Minneapolis,  mor« 
^rticularly,  it  was  not  as  profitable  to  do  business  as  a  public  licensed  elevator. 
They  were  required  to  take  out  a  license  from  the  commission  and  furnish  a  bond; 
BO  they  have  evaded  the  law  by  not  (as  they  claim)  mixing  the  grain  of  different 
owners.  In  a  public  house  of  course  the  grain  of  different  owners  of  the  same 
grade  may  be  mixed;  in  the  private  elevators  at  these  terminal  points  that  can 
not  be  done.  So  they  themselves  buy  the  grain  of  certain  parties  ou  the  outside, 
or  grain  dealers  have  certain  bins  in  certain  elevators,  and  the  grain  is  put  into 
the  private  elevators.  There  is  no  prohibition  of  mixing  in  public  elevators, 
but.  the  grain  of  different  grades  must  not  be  mixed.  In  Minneapohs  there 
are  something  like  80  elevators,  and  out  of  this  number  there  are  only  6 
licensed  public  elevators.  At  Duluth  and  Superior  all  of  the  largo  elevators  are 
public  licensed  elevators,  doiuK  business  under  the  laws  of  Minnesota.  The  grain 
comes  into  Duluth  and  is  graded  and  put  into  bins  with  reference  to  its  grade. 
The  grain  comes  into  Minneapolis  and  is  also  inspected  and  graded,  and  the 
commission  merchants  and  grain  dealers  take  their  samples  and  bring  it  on 
'changej  tbe  greater  bulkof  it  is  sold  from  sample.  I  believe  the  operation  of  the 
system  in  Minneapolis,  the  sample  market,  is  in  the  intereBt  rather  of  the  pro- 
ducer. It  18  not  altogether  to  the  interest  of  the  elevator  man.  He  has,  of  conrse, 
some  advantage  in  mixine,  but  I  think  it  also  gives  an  advantage  to  the  farmer 
who  has  off-grade  grain  that  could  not  go  into  a  piihlic  elevator — gives  him  a 
chance  to  dispose  of  it.    A  farmer  who  perhaps  raises  gilt-edged  grain  gets  a 

Kmium  above  the  regular  grade  price  for  his  best  wheat,  where  if  he  sent  it  to 
Inth  he  would  simply  get  the  grade  price  and  no  more.  But  when  it  comes  to 
shipping  out,  Duluth  grades  are  neld  in  the  world's  markets  much  higher  than 
the  Minneapolis  grades.    In  fact.  I  do  not  believe  the  Eastern  buyers  as  a  rule 
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will  take  Minaeapolis  grade,  for  the  reason  tliat  they  ore  mixed  to  the  lowest 
possible  point. 

Q.  (By  Mr.  Litchmah.)  la  it  pertinent  here  to  ar^k  who  grades  the  graia  in  the 
pablic  elevators? — A.  The  inspectors  are  appointed  by  the  railroad  and  warehouse 
commission.  The  State  railroad  and  warehouse  commission  in  the  first  place 
appoints  a  chief  grain  inspector  who  has  charge  of  all  the  inspection.  He 
appoints  a  chief  deputy  at  each  of  these  terminal  points  and  as  many  deputy 
inspectors  as  necessities  require.  This  system,  as  I  stated,  was  inauKnrated  in 
1885.  The  commission,  in  1889  appointed  Mr.  A.  C.  Clausen  as  chief  grain 
inspector,  and  he  had  charge  of  that  department  as  chief  grain  inspector  nntil 
by  an  nnfortnnato  turn  in  tfie  political  wheel  the  opposition  party  got  into  power 
and  tamed  him  ont  in  1899.  Daring  Mr.  Clausen's  administration,  the  departs 
tnent  had  practiually  been  run  on  civil-service  rules.  When  a  new  man  was 
appointed  in  the  inspection  depaitment  he  started  in  as  a  helper;  he  carried  the 
brass  rod  and  took  the  samples  from  the  various  parts  of  the  car  and  brought 
them  to  the  inspector,  and  kept  at  that  for  years,  perhaps,  until  he  had  shown  nis 
ability  to  assume  a  higher  position,  when  he  was  made  snbdeputy  inspector; 
from  that  again  he  rose  to  the  position  of  deputy  inspector.  During  Mr.  Clau- 
een's  administration— who  was  an  expert  grain  man  before  he  took  charge  of  this 
bnsiuess — the  certificates  issued  by  the  inspection  department  on  grain  going  out 
from  Dulnthby  vessel  to  Buffalo  or  New  York,  were  sold  upon  such  certificate, 
and  the  ^rain  trade  at  those  points  accepted  the  certificate  without  bothering 
about  seeing  the  grain  at  all.  Of  course  that  was  disturbed,  at  least  for  a  time, 
by  the  change  of  administration  in  putting  in  new  and  inexjwrienced  men  from 
top  to  bottom  almost.  Many  of  the  former  inspectors  were  replaced  by  new 
men,  some  of  whom  had  had  experience,  but  at  the  same  time  the  trade  did  not 
know  whether  they  could  rely  as  much  on  their  judgment  as  on  that  of  the  for- 
mer inspectors. 

Q.  Is  this  form  of  inspection  applied  at  private  as  well  as  public  elevators? — A. 
Yes;  ws  inspect  grain  out  of  pnvate  as  well  as  public  elevators.  We  do  exactly 
the  same  business  for  both,  except  that  for  public  elevators  we  register  the  ware- 
house receipts. 

Q.  Yon  grade  the  grain  for  the  private  elevators? — A.  Yes.  When  the  grain  goes 
out  of  the  private  elevator,  the  rule  is  that  it  must  be  fully  up  to  the  average 
sample  of  the  grain  out  of  a  public  elevator.  Yon  see,  in  a  public  elevator  at 
Dnlnth  or  Superior  the  best  quality  of  the  grade  and  uie  lowest  quality  of  the 
grade  goes  into  the  same  bin,  which  makes  a  good  average,  putting  the  best  and 
the  poorest  and  the  middle  in  together;  while  at  MinneapoUs  the  best  is  proba^ 
blf  bought  by  the  local  millers  to  mix  with  inferior.  The  same  is  true  aboat  the 
pnvate  elevator.  Once  in  a  while  he  'will  have  to  buy  a  good  grade  to  build  up 
his  poor  wheat  so  as  to  pass  the  grade.  At  the  same  time,  No.  1  northern,  of 
Minneapolis,  is  not  considered  as  good  as  No.  1  northern  from  Dnluth.  Our  i^- 
iatry  sysMm  is  very  similar  to  that  of  Chicago,  except  we  have  always  been  very 
careful  not  to  permit  any  outshipments  of  grain  from  the  public  elevator  without 
the  cancellation  ot  the  receipt. 

Q.  (By  Mr.  A.  L.  Habkis.}  In  case  the  owner  of  the  wheat  is  dissatisfied  in 
re^rd  to  the  grain,  is  there  anj  recourse? — A.  Yes. 

Q.  Please  describe  how  that  IS  taken. — A.  In  the  first  place,  the  inspector  grades 
the  wheat,  and  the  sample  is  generally  kept  for  the  office.  Then  the  commission 
man's  representative  will  follow  him  right  up  and  look  at  the  car  and  takea  sample; 
and  if,  in  his  judgment,  the  grain  has  not  been  graded  high  enough,  he  takes  an 
appeal  to  the  chief  deputy  inspector.  He  also  brings  a  sample  of  the  wheat,  and  the 
chief  deputy  inspector  passes  on  the  samples  taken  by  both  parties  in  interest  and 
either  sustains  or  changes  the  grade.  If  either  party  is  dissatisfied  with  the  deter- 
mination of  thecbief  dupnty  inspector,  there  is  an  appeal  to  the  board  of  appeals. 
That  body  was  created  'i  years  ago.  It  consists  of  3  men,  practical  grain  men,  at 
Minneapolis,  and  3  others  at  Dtilnth;  and  they  have  the  final  determination  of 
the  grade  on  any  particular  carload  or  quantity  of  grain  brought  before  them. 
There  is  no  appeal  from  the  decision  of  the  board  of  appeals.  Prior  to  the  estab- 
lishment of  the  board  of  appeals  the  final  appeal  was  to  the  railroad  and  warehouse 
oommtssion.  The  railroad  and  warehouse  commission  was  not,  as  a  mle,  com- 
posed of  grain  men  or  grain  inspet^tors,  and  so  we  had  to  rely  entirely  on  the 
judgment  of  the  chief  grain  inspector  or  the  local  chief  deputy,  or  such  other 
grain  men  aa  we  might  get  hold  of  at  the  time.  I  think  the  establishment  of  the 
board  of  appeals  is  in  line  with  the  action  of  the  Illinoie  law.  They  also  have  a 
board  of  appeals  there,  I  believe. 

Q.  Is  the  manager  of  a  public  warehonse  allowed  to  buy  gnw?— At  Ts0;  there 
is  no  prohibition  on  that.  -—  ■ 
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Q.  Ae  well  ax  the  private  elevator? — A.  Yes;  there  are  no  reatrictionB  ae  to 
that. 

Q.  Has  there  been  any  complaint  that  he  had  an  advantage  over  the  ontEide 
bajer  on  accoont  of  hie  ability  to  know  the  qoality  of  the  groin  that  be  has  under 
hie  charge? — A.  No;  I  do  not  thinb  so.  Thaveheard  noctnaplBinbi  in  thatregard 
whatever. 

(J.  (By  Mr.  Litchkan.)  This  grader  is  in  the  employ  of  the  State? — A.  Yea; 
appointed  by  tiie  railroad  and  warehouse  comminHinn.  Now,  in  order  to  pay  the 
expense  of  tnie  service  we  levy  a  fee  for  inB]>ectiun.  which  at  the  present  time  is 
85  cents  per  carload,  and  another  25  cents  per  carload  for  weighing,  and  that  cre- 
ates snffiinent  revenue  to  pay  the  employees  of  the  department.  For  inspecting 
and  weighing  ont  to  vesselK  we  charge  50  cents  per  1 ,000  bushels. 

Q.  (By  Mr.  A.  L.  Harris.  )  What  switching  arrangements  have  you  between 
the  roads?    Is  that  under  the  control  of  your  commission? — A.  Tes. 

Q.  Do  you  regulate  the  fee  for  switching?— A.  The  commission  has  never 
st^mpted  to  regulate  it  since  ISHH.  The  rate  is  not  nn reasonable  and  varies,  of 
course,  with  the  distance,  from  $1-50  or  1(3  a  car  perhaps  up  to$5  for  long  distancee. 
If  a  carload  of  grain  ia  unloaded  into  an  elevator  upon  the  tracks  of  the  company 
hringingitin,tnereianochaigefor!iwitching;but  if  it  is  hauled  to  a  mill  or  an  ele- 
vator on  another  road,  there  is  a  switching  charge,  which,  of  course,  the  shipper 
has  topay, 

<j.  Have  yon  any  control  over  the  amounts  fixed  by  the  roads  for  demurrage? — 
A.  Yee;  we  are  supposed  to  have,  but  we  have  never  exercised  it,  except  by  hav- 
ing conferences  and  discussing  the  matter  with  them  and  reducing  it  to  a  reason- 
able figure— I  think  Si  after  the  first  34  hours.  Of  course,  as  a  matter  of  fact, 
demurrage  is  not  ordinarily  charged  except  during  the  busy  rrain  season  when 
all  thecarsof  the  company  are  in  service  and  demanded,  and!  think  that  perhaps 
tiie  demurrage  charge  is  too  low. 

"   (By  Mr.  LiTCHMAN.)  It  is  $2  per  car?— A.  Yes. 
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raise  the  grade?  It  is  sometimes  done,  ia  it  not? — A.  Yes;  I  think  it  is.  In  the 
first  place,  this  can  only  be  done  legally  when  the  grain  belongs  to  one  owner. 
Yon  can  not  mix  grain  of  different  grades  belonging  to  different  owners.  They 
will  buy  a  No.  3  wheat — a  good  No.  2 — and  then  they  will  buy  a  eood  No.  1,  or 
perhaps  two  cars  of  good  No.  I  to  one  car  of  fair  No.  3,  and  mix  tnem  together 
and  possibly  succeed  in  making  the  mixture  No.  1.  However,  a  great  deal  of 
this  mixing  is  done  for  and  on  Liehalf  of  and  under  the  instructions  of  millers  for 
local  consumption.  The  millers  require,  in  order  to  show  the  best  results,  a  cer- 
tain proper  mixture,  which  is  a  secret  with  them  perhaps,  and  they  instruct  their 
men  what  to  mix  and  how  to  mix  it;  and  some  of  these  private  elevators  are 
engaged  entirely  in  mixing  grain  for  the  local  millers.  We  frequently  have 
trouble,  of  course,  when  grain  goes  from  Minneapolis  out  of  the^e  mixing  houses 
to  Duluth,  which  happens  very  often  in  the  spring  of  the  year.  At  Duluth,  as  I 
stated  before,  under  that  system  the  average  is  perhaps  a  little  higher  on  the  same 
grade  than  the  Minneapolis  mixture  makes  it.  So  tnat  when  a  carload  of  grain 
which  in  Minneapolis  has  been  graded  out  as  No.  1  gets  ta  Duluth,  it  is  very  often 
called  No.  2,  or  refused  by  the  public  elevator. 

Q.  In  this  mixing  of  grain  is  there  any  injustice  done  to  the  farmer?— A.  I 
think  not.  I  can  not  see  where  it  is.  As  I  stated  before,  the  farmer  who  raisee 
gilt-edged  wheat  will  get  a  premium  for  his  wheat,  while  the  farmer  who  raises 
wet  wheat  or  smutty  wheat  or  wheat  that  is  not  warehonsable  can  dispose  of  it 
at  the  sample  market  and  get  what  it  is  worth.  Furthermore,  if  in  the  Judgment 
of  the  buyer  the  inspection  department  should  make  a  mistake,  the  buyer  can 
pay  the  price  of  No.  1,  even  if  it  ia  graded  No.  2. 

Q.  Your  special  inspectors  are  not  in  any  way  under  the  employ  or  patronage 
of  the  elevator  people?— A.  No;  they  are  strictly  prohibited  from  receiving  any 
compensation  or  anything  in  the  shape  of  t>enefit. 

Q.  (By  Mr.  Phillips.)  There  is  a  penalty?— A.  Yes.  They  are  under  bond  of 
$5,000. 

tj.  (By  Mr.  Litchman.)  There  ia  no  condition  of  affaire  under  which  the  judg- 
ment of  the  elevator  man  in  any  way  comes  in  to  fix  the  grading? — A.  No.  There 
is  a  penalty  provided  for  anyone  who  is  convicted  of  attempting  to  influence  the 
inspector,  and  I  do  not  know  of  an^  cose  where  it  has  been  attempted. 

Q.  What  is  the  salary  of  your  inspector? — A.  The  salary  of  the  chief  grain 
inspector  ia$;i,000  per  year,  and  the  deputy  inspector's  salary  is  jllS  per  month. 

Q.  Every  month  in  the  year?— A.  Every  month  in  the  year.  Wp  can  not  get 
suitable  men  forthebusyseasonand  drop  them  in  the  dull  season.  Wekeep  them 
tbe  whole  year. 
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Q.  (BvHt. Phillips.)  Howmany  areemployedin tbeState?'-A.  Wehaveone 
chief  and  three  chief  deputies,  I  have  not  the  figures  here.  Wehavein  the  grain 
inspeotion  and  weighing  department  an  average  of  150  to  160  men. 

q.  (ByMr.  LiTCHMAN.)  WhatlBthelowestpaidemployeef— A  Thelo^eetpaid 
salaiT  is  that  of  helper— «G2. 50. 

Q.  That  is  also  for  12  months?— A.  That  not  heing  skilled  labor,  we  fTequently 
have  to  put  on  aonie  extra  men  in  the  busy  season  and  drop  tbem  off  at  the  end  of 
it,  but  a  certain  number  are  employed  the  whole  year. 

Q.  Is  there  sach  a  thing  in  that  locality  aa  an  elevator  combine? — A.  Yon  mean 
tor  fiiiiig  the  price? 

J.  Yes.— A.  Well.  I  do  not  know, 
.  It  probably  does  not  came  within  your  official  knowledge,  but  speaking  gen- 
ly  as  to  yODT  informatioa  and  belief. — A.  I  do  not  know.     ProbaDly  the  same 
influences  are  at  work  there  as  at  Chicago  and  oUter  grain  markets, 

Q.  Have  yon  any  hnoniedge  as  to  a  conanltation  to  fix  the  price  of  grain? — A. 
No;  I  have  not. 

Q.  (By  Mr.  Phillips.)  If  any  outside  buyer  should  go  there  and  pay  a  better 
price  at  one  elevator  than  was  the  usual  custom  along  the  line  of  that  ri^ ,  would 
behavetbesamefacilitiesforshippinghiBgrain?— A.  Yes.  Iwasgoingtosaysome- 
thing  on  the  country  part  of  the  question.  I  was  going  to  make  Qiis  genera)  state- 
ment: That  ppoT  to  the  establishment  of  the  Railroad  and  Warehouse  Commission , 
in  1885  or  1887,  the  country  elevator  business  was  done  almost  exclusively  by  what 
we  call  line  elevators;  thatis,  a  company  havingan  office  at  Minneapolia  or  Dulath 
and  a  line  of  elevators  on  one  or  two  iimds  out  in  the  country.  The  farmer  could 
not  get  acar  to  ship  his  own  grain  to  the  t«nninals.  The  railway  companies  threw 
all  the  obstacles  possible  in  the  way.  In  fact,  it  hardly  ever  happened  that  an 
independent  buyer  or  a  farmer  conld  ship_  his  own  grain.  But  laws  have  been 
enacted  in  our  State  which  have  declared  it  a  discrimination  where  the  railroad 
company  has  room  and  refuses  room  to  any  party  to  build  an  independent  elevator 
at  its  station. 

<J.  When  were  these  laws  passed?— A.  That  law  was  passed  in  1887,  In  the 
first  place,  we  passed  a  law  in  1805  which  declared  that  every  applicant  should 
have  a  site  on  the  right  of  way  on  the  payment  of  an  annnal  rental  of  $1.  That 
was  set  aside  by  oui'  supreme  court  on  the  ground  that  it  did  not  provide  for  due 
compensation.  So  in  1867  the  general  railroadlaw gave  the  commission  authority 
to  proceed  in  the  matter;  and  in  1893  tbe  more  specific  act  was  passed  which  pro- 
vides for  condemning  sites  for  elevators  on  the  railroad  right  of  way — proceeding 
in  the  same  manner  to  coudemn  the  sites  as  tbe  railroad  does  to  condemn  for  it« 
right  of  way.  That  law  has  been  det^lared  constitutional  by  our  State  supreme 
conrt,  and  has  not  been  appealed  from. 

Q.  (By  Mr,  A.  L.  Harriu.  )  It  gave  the  elevators  the  right  of  eminent  domain 
to  that  extent?— A.  Yes.  In  the  second  place,  the  legislature  of  1898  passed  a  law 
requiring  railroads  to  build  spur  tracks  or  side  tracks  to  elevators  of  a  certain 
capacity,  or  mills  located  adjacent  to  the  right  of  way  if  the  railroad  company 
did  not  have  the  room  or  had  refased  applicant  room  for  an  elevator  at  its  way 


could  not  agree  upon  the  t«nus,  then  they  are  at  liberty  to  appeal  to  the  o 
sion  to  fix  the  terms. 

As  ageneral  thing,  agreements  have  been  reached  when  the  applicant  has  shown 
his  determination  to  get  an  elevator  at  a  certain  Htation.  They  generally  find 
room  on  the  side  track  for  him.  Quite  recently,  however,  the  commission  haU  to 
pass  upon  the  cost  of  a  spur  of  track  to  a  mill.  When  the  commission  fixed  the 
amount  that  the  applicant  should  pay  for  grading  and  constructing  the  road,  the 
railroad  company  acquiesced  in  the  deci.iion.  The  former  policy  of  the  railroads 
of  permitting  only  line  elevators  upon  their  road  has  been  wholly  reversed.  There 
is  hardly  a  station  in  Minnesota  now  but  what  has  a  farmers'  cooperative  le- 
vator or  some  independent  elevator  of  that  character.  Our  law  prohibits  the 
pooling  of  the  business  of  country  elevators.    Of  course,  as  a  matter  of  fact,  I 

K«aiue  they  generally  pay  the  same  prices,  and  the  best  man  gets  the  grain, 
ey  can  only  compete  as  to  grades,  the  prices  being  the  same.  One  can  nade 
a  little  more  liberally  than  another,  but  tbe  amonnt  of  business  done  at  the  local 
station  where  there  is  such  competition  depends  very  largely  upon  tbe  man  in 
charge  of  the  elevator,  how  he  stands  in  the  community,  and  how  his  repntatioD 
is  for  honesty  and  fair  dealing, 

Q.  (By  Mr.  LiTCHMAN.)  lb  depends  considerablv  also  upon  the  quality  of  grain 
•■-^  atosell?- A.  Yes. 

"  he  has  a  high  grade  of  grain,  he  in  his  turn  is  inde]>endent?    It  that  a 
.  Yea.    Then,  again,  the  prodncei"  has  this  right,  which  ban  also  been  the 


Q.  If  he  b 
tact?- A.  Y. 
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11  not  get  fair  trefttment  from 
the  loc&l  elevator,  he  caa  ship  his  grain  and  save  handling  charKes.  Handling 
charges  at  a  conntry  elevator  are  DsuaUv  about  two  centfi  a  buBhel. 

Q.  (By  Ur.  Phillips.)  Wonld  they  cnargesacha  shipper  more  than  the  othete 
(or  a  single  car  in  shipping  it? — A.  The  elevators? 

Q.  No;  I  mean  the  farmer.  If  he  would  load  a  eingle  car  in  this  S4  hours  would 
he  get  the  same  freight  rate  to  Chicago? — A.  I  ^eanme  he  could  to  Chicago.  Ido 
not  know.    But  all  our  grain  goes  either  to  St.  Paul,  Uinneapolis,  or  Diilnth. 

Q.  Wouldheget  the  same  freight  rates  there?— A.  Thesame  freight  rates  there, 
of  conrae.  The  Taw  provides  that  one  carload  shall  be  shipped  at  the  same  rateaa 
any  number  of  carloikda. 

Q.  (By  Ur.  Litchhan.)  It  is  claimed  before  the  oommiBsion  that,  while  that 
theoretically  Is  tme,  in  practical  operation  the  car  ie  not  available  at  the  time  it  is 
needed. — A.  Well,  that  may  be  trne  at  certain  times,  but  it  is  believed  that  it  is 
not  the  fault  of  the  railroad  company.  Thereare.aa  I  stated  before,  certain  times 
of  theyearwhen  it  is  absolntely  impossible  for  the  railroad  company  to  supply  the 
deioands.  I  have  seen  thousands  oi  bushels  of  wheat  dumped  along  the  sidetrack 
and  at  the  station  by  the  Red  River  Valley.  That  is  the  breadbasket  of  the  world. 

Q.  (By  Mr.  Phillips.)  Dumped  upon  the  ground?— A.  Yes.  The  farmers  ont 
there  have  no  granaries.  They  thrash  from  the  shock — steam  thrashers — and  the 
teams  haul  iiie  grain  to  the  station.  Now,  this  year  it  happened  to  be  an  extra- 
ordinary large  yield.  The  elevators  were  all  full;  the  tenmnals  were  aU  ^most 
blocked,  so  the  railroad  company  was  helpless;  they  did  all  they  could.  My  best 
Information  and  belitif  is  that  the  railroad  companies,  at  least  the  majority  of 
them,  favor  the  independent  shipper  that  way.  They  do  not  like  \o  favor  a  curb- 
stone dealer,  a  man  who  has  no  Dofliness  whatever,  who  just  stands  on  the  street 
and  gobbles  up  the  farmer's  wheat;  but  if  the  producer  himself  desires  to  ship  his 

Sain  I  believe  the  railroad  company  would  stretch  a  point  and  give  him  the  cor 
preference  to  some  elevator  man.  ' 

Q.  (By  Mr.  Litchhan.)  Now,  about  this  card  price  sent  out  every  day  to  the 
former.  It  is  alleged  that  this  is  made  up  by  the  combination  at  Minneapolis. 
Have  you  any  knowledge  in  relation  to  that? — A.  As  [  understand  it,  at  the  close 
of  the  day— of  the  business  day — the  quotations  of  the  last  sales  are  notad  dovvn. 
and  the  line  elevators  send  that  information  out  to  their  agents.  IE  an  independ- 
ent elevatorwants  that  quotation  he  will  have  to  make  his  ai-rangements  with  the 
commission  man  in  Minneapolis.  St,  Paul,  or  Duluth,  and  get  the  same  either  by 
wire  or  mail.  I  do  not  think  there  is  any  combination  other  than  this:  That  they 
are  probablv  backed  by  some  concern,  or  something  of  that  kind. 

Q.  Then  does  not  that  practically  announce  the  fact  that  the  price  to  the  farmer 
is  fixed  at  that  daily  session?— A.  Yes. 

Q.  And  the  farmer  practically  la  compelled  to  accept  that? — A.  Yes.  The 
farmer  the  neit  daj;  will  probably  get  the  price  of  the  day  before. 

Q.  Then  it  practically  amounts  to  fixing  for  the  fanner  the  price  at  which  he 
must  sell  his  grain?— A.  You  may  call  it  that.  At  the  same  time,  no  grain  buyer, 
I  presume,  could  afford  to  pa^  any  higher  price  than  the  market  warranted. 

Q,  Well,  if  by  manipulation  of  the  market  the  price  was  beared  down,  it 
would  be  to  the  detriment  of  the  farmer,  would  it  not?— A.  Probably. 

Q.  You  have  virtually  answered  the  question  whether  the  individual  shipper 
of  the  grain  gets  this  card  price.  He  can  only  get  it  through  the  commission 
merchant  at  Minneapolis,  I  understood  you  to  say, — A,  Yes;  I  think  that  is  the 
cnstom, 

Q.  Unless  it  is  given  to  him  by  the  local  agent?— A.  Yes;  the  local  station 
agent  may  give  it  to  him.  In  that  case  I  presume  he  would  have  to  make  his 
arrangwnents  with  the  Western  Union. 

Q.  What  percentage  of  the  farmers  are  forced  to  sell  grain  within  three  or  four 
mouths  of  thrashing?  I  mean  forced  in  the  sense  that  their  pecnniary  necessity 
may  compel  them  to  sell  it.— A.  Well,  I  hardly  have  information  upon  which  to 
baee  an  answer  to  that.  The  percentage  is  very  much  less  now  than  it  was  some 
years  a^. 

Q.  luve  yon  any  knowledge  of  any  combination  between  the  railroada  and 
elevator  companies? — A,  No;  I  have  not, 

Q.  Have  yon  any  knowledge  of  community  of  intorest  between  them? — A.  I 
have  no  definite  knowledge,    1  have  my  suspicions  once  in  a  while. 

Q.  You  have  knowledge  whether  the  same  men  are  stockholders  in  both?— A. 
No;  not  to  any  great  extent.    Hy  knowledge  is  rather  limited.  (  \mnli' 
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(j.  The  commDnity  of  interest  could  be  brought  about  in  tliat  way? — A. 
Cefeinly. 

Q.  Yoor  jadgnicnt  ia  tbat  the  farmers'  elevators  receive  the  same  courtesies 
from  railroBd  cumi)anje8  as  line  elevatorH? — A.  Ae  far  as  my  information  goes; 
yes.     They  pay  the  same  rates  and  receive  the  same  treatment. 

Q.  Do  you  Imow  of  any  rebates  being  given  to  elevator  companies  by  railroad 
managements?— A.  I  do  not. 

Q.  It  has  been  alleged  that  such  is  the  case, — A.  1  do  not  know  of  any  case 
within  my  ofBcial  career  in  the  offlce — 15  years.  Of  course  I  hear  mmors  once 
in  a  while,  but  I  have  never  been  able  to  verify  tbem. 

Q.  Have  you  any  information  to  express  as  to  the  effect  of  grain  gambling  npon 
the  price  paid  to  farmers? — A.  No,  I  have  not.     It  is  a  subject  b^ond  my  reach. 

Q.  (By  Mr.  PHiiJ.ire.l  What  had  the  Leiter  deal  in  wheat  to  do— that  is,  how 
did  it  affect  the  people  there,  if  in  any  way.  and  how  was  it  viewed  by  the  farm- 
era,  favorably  or  unfavorably?— A.  It  was  viewed  very  favorably  by  the  farmer 
who  happened  to  have  an^  grain  to  sell  at  that  time.  I  know  of  one  party  who 
hadttiree  years' crops  in  hts  granary  tbat  sold  for  S1.45  per  bushel  at  the  local  sta- 
tion.    Qrain  at  that  time  should  not  have  t>een  worth  over  81}  cents. 

Q.  How  would  they  have  viewed  it  if  there  had  been,a  bear  movement  instead 
of  a  ball  movement? — A.  Well,  this  fanner  whom  I  referred  to.  who  saved  three 
years'  crops,  saved  it  on  account  of  the  low  prices  prevailing  before;  he  could 
afford  to  do  it,  and  it  was  a  good  speculation.  Ordinarily  I  do  not  think  it  is  a 
good  speculation  f or  a  f armer  to  holfl  hisCTain.  I  have  been  so  informed  by  farm- 
ers who  are  intelligent  and  farming  on  a  large  scale.  They  always  make  a  prac- 
tice of  selling  it  at  once. 

Q.  (By  Mr,  Litchman.)  Even  if  they  buy  futures? — A.  Sometimes  they  buy 
futures. 

Q,  (By  Mr.  Ripley.)  Is  that  practice  very  ([ood?— A.  It  is  practiced  by  certain 
large  farmers  only.  I  do  not  think  it  is  practiced  much  by  nuall  farmers.  Most 
of  our  fanners  are  small  farmers. 

Q,  (By  Mr.  Litchman.)  They  turn  grain  into  cash  and  then  buy  futures? — 
A.  Yes. 

Q.  Have  yon  any  suggestions  to  make  as  to  national  and  State  legislation,  bo  far 
as  your  experience  goes?— A.  As  far  as  State  legislation  is  concerned,  I  think  we 
are  pretty  well  fixed  in  our  State.  I  think  we  have  good  laws  covering  almost 
every  conceivable  point,  and  we  have  now  obtained  the  decisions  in  the  highest 
courts  on  several  points  sustaining  us,  clearing  the  atmosphere.  We  know  where 
we  are  at.  As  far  as  national  legislation  is  concerned,  it  seems  to  me  that  the 
Interstate  Commei'ce  Commission  oueht  to  be  empowered  to  do  about  the  same 
thing  as  the  Minnesota  commission;  that  is,  upon  complaint  beingmade,  have  the 
right  to  regulate  or  rednce  rates  in  certain  instances.  I  do  not  believe  that  the 
Interetate  Commerce  Commission  should  be  empowered  to  muke  all  the  rates  h^ 
any  means,  bat  I  do  think  that  they  ought  to  be  empowered  to  adjast  discrimi- 
nations after  proper  hearings— discriminations  as  between  localities  and  perhaps 
also  as  between  commmlities, 

Q,  Would  you  supplement  that  by  the  right  of  appeal  to  a  court  of  appeals? — A, 
Undoubtedly  there  should  be  an  appeal  from  the  commission;  otherwise  I  do  not 
think  it  just  and  fair. 

<j.  ^By  Mr.  PHILLIPS.)  Would  yon  be  in  favor  of  enlarging  the  powers  of  the 
Interstate  Commerce  Commission? — A.  Only  to  that  extent.  I  think  also  that 
there  should  be  a  compulsory  system  of  uniform  accounting  and  a  Qovernment 
snpervision  of  railway  accounts, 

Q.  Yon  would  bc^  in  favor  of  increasing  the  power  of  the  Interstate  Oonmterce 
Commission  in  regard  to  leasing  railroaiis  and  the  issuing  of  new  stock,  etc.? — A. 
Well,  that  of  course  is  somewhat  a  new  question  now  giowing  out  of  consolida- 
tions, and  I  am  hardly  prepared  to  express  an  opinion  on  it. 

I  might  state,  while  Ithink  of  it,  now  that  our  lawprohibits  pooling — ourStat« 
law — on  thepame  termsastheinleratate-coniroerce  act.  Our  commission,  in  1886. 
I  think  it  was,  unanimously  declared  it.ielf  opjKwed  to  any  change  of  that  pooling 
clause.  I  think,  now,  if  the  question  were  presented  to  them,  in  view  of  the  recent 
practical  consolidations,  the  commission  would  be  in  favor  of  legalized  pooling. 
Personally  I  know  !  should  be.  but  if  this  community  of  interest,  consolidation  in 
tbat  way,  goes  on,  of  course  there  will  simn  be  no  necessity  for  le^ized  pooling. 

Q.  Your  State  hasmoreiKiwerinregard  to  teasing  roads,  capitalization,  or  issue 
of  new  stock  than  the  Interstate  Commerce  Commission,  lias  it  not? — A.  Oh.  ^en; 
I  do  not  think  the  Interstate  Commerce  Commission  has  any  power  as  to  leasing 
of  roads  or  as  to  capital  st^x-k. 

Q.  Youarenotprepared  to  state  whether  yon  are  vrilling  to  grant  it  an  increase 
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of  power — the  same  power  yonr  commiasion  haa  in  yonr  State? — A.  I  tbink  it  is 
not  of  great  importance  in  onr  State  any  lonser  now.  If  the  matter  of  rates  ia  to 
be  Hettled  an  the  coBt  of  repTodncing  the  railroiHl,  the  amount  of  stocb  and  bonds 
cats  very  little  fieure. 

Q.  (By  Mr.  A.L.  Harrib.)  Yoq  say  yonr  law  was  framed  after  the  old  Dlinois 
law.    That  ia  an  old  atatnte,  ia  it? — A.  The  grain  law,  yon  mean? 

Q.  Yes.— A.  Yes;  framed  on  the  Illinois  statute. 

Q.  That  ia  an  old  statnt«  or  new  one? — A.  An  old  one;  I  should  presume  it  was 
in  existence  prior  to  1885. 

Q.  Do  yon  know  what  change  has  been  made  in  the  Illinois  statute? — A.  I 
thinli  they  have  added  a  weighing  departnient  to  their  grain  department.    I  am 

— 4. ,.  I  have  not  kept  track  of  it. 

ks  the  law  been  bettered  in  tha 
t  is  an  improvement  to  the  laT  . 

Q.  Doea  the  local  shipper  find  the  same  opportunities  at  the  terminal  elevator 
that  the  general  elevator  buyer  does  at  local  points?— A.  Yes,  on  most  of  the 
roads,  I  think  the  independent  elevator  man  or  the  prodncer,  the  farmer  him- 
self, who  wants  to  ship  his  grain,  receives  the  same  accommodation  that  the 
elevator  man  does.    Of  course  a  railroad  company  can  do  business  more  rapidly 

Sr  doing  the  grain  business  throuKh  a  well-kept  elevator.  If  they  should  do  it 
1  by  farmers  loading  cars,  it  would  delay  their  cars  very  materially.  But  the 
fact  that  the  farmer  has  the  right  and  the  railroad  company  is  compelled  to  give 
him  a  car  and  doea  give  him  a  car  and  furnishes  a  loading  platform  where  he 
drives  his  team  up  and  dumps  the  wheat  right  in— the  fact  that  that  right  exists 
and  is  once  in  a  while  exercised  makes  the  local  elevator  man  treat  the  farmer 
more  justly  than  he  otherwise  would. 

Q.  Are  terminal  elevators  owned  by  private  companies  or  by  the  railroads? — A. 
The  terminal  elevators.  I  think,  are  generally  owned  by  the  independent  elevator 
companies.     At  West  Superior,  Wis.,  the  Qreat  Northern  haa  ita  own  elevator. 

Q.  But  they  are  all  under  the  same  law? — A.  All  operating  under  the  same  ter- 
minal law. 

Q.  And  under  your  control? — A.  Yes.  Throueh  an  arranKement  with  the  Wis- 
consin authorities  we  do  exactly  the  same  kind  of  a  grain  Dusiness  in  Superior 
as  we  do  in  Duluth,  and  the  elevators  there  are  operating  under  the  some 
regulations. 

Q.  (By  Hr.  Philufs).  Have  yon  anything  else  to  present?— A.  No 

(Testimony  closed.) 


Wabhikoton,  D,  C,  Februarfi  6,  laoi. 
TESTDfOHY  OF  PBOF.  HEHB,T  C.  AJDAMB, 

Statistieian  Interstate  Comnierce  Comtnitmon, 

Thecommissionmet  at  3.06  p.m.,  Mr.  Farquhar  presiding.  At  that  time  Prof . 
Henry  C.  Adams,  statistician  of  the  Interstate  Commerce  Commission,  was  intro- 
duced aa  a  witness,  and,  being  duly  sworn,  teattfied  as  follows: 

Q.  {By  Mr,  Far^uhar.)  Please  give  your  name  and  address. — A.  Henry  C. 
Adams.  Ann  Arbor,  Mich. 

Q.  What  is  your  position  with  the  Interstate  CommerceCommission? — A.  lam 
the  statistician  of  the  Interstate  Commerce  Commiasion. 

Mr.  Farqcitar.  Mr.  Kennedy,  of  the  subcommission  on  transportation,  will 
lead  the  examination. 

Mr.  Kennedy.  I  think  Professor  AdamH  liw  in  mind  the  topics  that  he  desires 
to  discuss,  and  that  it  would  \>e  best  if  he  be  permitted  to  take,  his  own  coarse 
and  select  just  snch  subjects  as  he  tliirks  will  1>e  of  value  to  the  commission. 

Mr,  Farquhah.  Then  ^ou  can  just  make  your  statement  in  your  own  way. 

The  Witness,  Mr,  Chairman. I  thoui^ht  it  might  beinteresting  to  the  members 
of  the  commission  to  hear  something  about  the  method  that  the  tax  commission 
of  the  State  of  Michigan  has  adopted  for  arriving  at  the  valuation  of  railway 
properties.  This  ia  an  important  queation,  especially  in  view  of  the  theoiy  that 
onr  courts  have  adunted  that  a  reasonable  rate  must  have  either  some  direct  or 
indirect  relation  to  the  valuation  of  snch  properties.  This  method  that  haa  been 
adopted  in  Michigan  is  a  little  peculiar.  I  know  of  no  instance  in  the  history 
of  tnia  matter  where  exactly  this  method  has  been  followed.    It  is  attracting 


874  INDUSTRIAL   COMJasaiOIC:— I'RANSPORTATION. 

some  ftttentiOD,  and  I  snbmit  it  thLi  afternoon  with  the  thought  that  eome  each 
method  as  this  might  possibly  be  desirable  as  a  step  toward  arriving  at  the  solu- 
tion of  that  veied  q-neetion  of  railroad  rates.  The  situation  in  Michigan  in  regard 
to  taxation  is  a  little  pecnlior.  We  have  there  what  is  known  as  a  syHtem  of  spe- 
cial corporation  taxes,  by  which  railroads  and  other  properties  of  that  class  men- 
tioned are  sabjected  to  a  tax  on  gross  earnings,  the  rate  varying  with  the  classi- 
fication of  the  corporation.  Now,  the  people  of  Uichigan  felt  that  the  rate  which 
these  properties  paid  imdeT  the  statute  was  not  equal  to  the  rate  of  taxation 
under  the  general  property  law,  and  the  prime  object  of  this  investigation,  which 
a  special  tax  commission  undertook,  was  to  answer  the  gneetion  whether  or 
not  there  was  equal  taxation  between  railways  on  the  one  hand  and  general 
property  on  the  other. 

Q.  (By  Mr.  Farqubar.)  Does  OiIb  investigation  cover  interstate  roada  as  well 
as  State  roads?— A.  All  roads  lying  within  Buchigan. 

The  plan  adopted  by  the  commission  involved,  first,  an  appraisal  of  the  physical 
properties  of  the  road,  and,  second,  an  appraisal  of  what  was  termed  the  valne  of 
the  Donphysical  elements.  I  shall  first  trv  to  explain  the  rule  of  arriving  at  the 
physical  valuation,  and  afterwards  the  role  of  arriving  at  the  Danphysical  valos- 
tiou  of  these  properties. 

Withont  discussing  many  rales  that  might  perhaps  have  been  adopted,  the 
theory  followed  by  the  commission  was  to  appraise  first  the  physical  properties 
of  the  road,  on  the  theory  of  the  cost  of  reproduction:  to  estimate  carefully  all  of 
the  elements  that  go  into  a  railroad  property;  to  proceed  with  the  matter  just 
as  an  engineer  would  proceed  if  he  was  to  make  an  estimate  for  building  a  road, 
and  how  detailed  that  was  I  will  try  to  show  in  a  moment.  Having  gotten  the 
physical  value  as  to  the  cost  ot  reproduction,  it  was  then  said  by  the  commission 
that  that  cost  should  be  reduced  somewhat  on  an  accepted  percentage  on  account 
of  deterioration.  Some  of  the  items,  of  course,  could  not  deteriorate,  and  hence 
the  present  value  of  the  road  would  be  the  same  as  the  cost  of  reprodnction. 
Other  items,  such  as  ties,  such  as  rolling  stock,  would  necessarily  deteriorate,  and 
there  was  a  reduction  in  the  valuation.  So.  this  report  on  physical  valuation  is 
nnder  two  columns.  One  is  the  cost  of  reproduction  and  the  other  is  the  present 
valne,  estimated  or  gotten  at  from  the  basis  of  the  cost  of  reproduction. 

Now,  the  commission  adopted  the  classification  of  coustruction  expenses  pre- 
scribed by  the  Interstate  Commerce  Commission  as  the  basis  of  its  analysis. 
There  are  31  general  items  in  that  classification.  Each  item  or  heading  of  this 
official  classincatiou  has  been  worked  out  with  ^eat  detail.  The  commisGion 
adopted  this  because  it  was  the  official  classification,  and  it  is  the  classification 
that  the  Interstate  Commerce  Commission  insists  upon  when  the  roads  report  an 
increase  of  their  road  or  analyse  their  current  permanent  improvements. 

As  I  said,  the  commission's  estimates  of  these  properties,  oased  on  the  official 
classification,  are  set  forth  in  two  columns.  The  first  column  gives  the  cost  for 
each  item  of  reproduction,  and  the  second  column  gives  the  present  valne,  so  that, 
independent  of  stores  and  supplies,  it  shown  the  final  footings.  In  the  second 
column  is  the  value  of  the  physical  properties  as  the  property  stands  on  the  day 
of  appraisal. 

Now.  the  reliability  of  such  an  appraisal,  of  course,  depends  npon  the  accuracy 
of  the  theory  of  the  costof  reproduction.  I  think  that  the  theory  of  reproduction 
is  correct,  with  one  exception.  That  is  possibly  the  matter  of  real  estate,  which 
I  shall  refer  to  in  a  moment.  It  relies,  in  the  second  place,  upon  the  care  with 
which  the  work  is  done,  and  in  the  case  of  Michigan  the  work  was  done  independ- 
ently of  the  roads.  The  political  conditions  were  such  that  they  permitted  the 
parent  of  good  compensation^  and  the  services  of  men  who  themselves  had 
built  a  considerable  amount  of  road,  and  who  had  been  engineers  upon  the  road, 
were  secnred,  and  a  specialist,  yon  may  say,  was  secnred  for  every  particle  or 
portion  of  this  work.  Now,  in  me  case  of  the  grading,  for  example,  the  profiles 
of  all  the  Toad&were  secured,  and  I  contend  that  the  major  portion  of  these  roads 
were  &aveledOTer  by  agents  of  this  commission,  so  that  nrom  personal  observation 
they  could  tell  about  what  the  cost  of  the  grading  and  embanking  and  all  that 
would  be. 

In  the  case  of  rolling  stock  also  another  set  of  men  were  put  npon  the  road, 
and  the  numbers  of  freight  cars  of  certain  classes  were,  of  course,  nirnished  by 
the  road  or  by  the  railroad  con^issioner,  and  then  a  sufficient  number  of  the 
cars  in  each  class  was  personally  investigated,  and  so  they  were  able  to  set  down 
a  correct  price  for  cars.  So  it  was  in  the  cost  of  interlockings,  in  the  cost  of  bal- 
last, in  the  cost  of  warehoases.  in  the  cost  of  docks — it  wasapersonalinvestigation 
by  representatives  of  the  ta.t  comnl:^sionera.  In  the  ca^e  of  real  estate  esti- 
mates the  commission  did  not  rely  entirely  upon  the  appraisal  of  the  local  asseS' 
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abutting  property  to  find  out  what  the  selling  price  WBS  of  abntting  properties, 
of  ri^ht  or  way,  or  of  the  term.  So  in  that  instance,  ao  far  as  the  valuation  of  the 
physical  properties  is  concerned,  it  seems  by  this  method  that  Michigan  has  got- 
ten out  a  fairly  correct  and  adequate  valnation. 

<j.  (By  Ur.  KENKEDf).  Have  yon  had  the  jadgment  of  any  of  the  railroads  ae 
to  the  accuracy  of  this  work?— A.  Yee;  we  have  had  the  jndgmont  of  the  rail- 
roads as  to  the  accuracy  in  some  instances,  bat  more  especially  as  to  the  accnracy 
of  the  methods.  I  might  say  this  work  was  only  finished  last  week,  and  we  hav« 
not  had,  therefore,  teat  of  the  railroad  opinion — the  benefit  of  the  railroad  expert 
opinion  npon  it;  but  the  manager  of  one  of  theae  roads  stated  that  the  8tate  was 
in  possession  of  a  better  analysis  of  its  property  than  he  possessed  himself.  At 
fli^.  as  was  naturally  the  case,  the  railroads  were  not  interested  in  this  investi- 

Stion;  bnt.  recognizingthat  it  was  carried  on  without  any  political  inter^.  and 
at  it  probably  would  be  carried  on  in  an  honest,  open,  and  candid  and  scientific 
manner,  they  finally,  I  think  in  general,  ^ve  their— they  at  least  gave  the  agenta 
of  the  commission  the  privilege  of  appearing  upon  their  property,  and  in  the  case 
of  architects,  for  example,  I  remember  that  one  of  the  important  roads  loaned  the 
services  of  its  architect  on  condition  that  he  did  not  work  upon  the  proi>erty  of 
fais  own  road. 

There  isone  point  of  considerable  importance:  Is  it  possible  to  apply  the  theory 
of  the  cost  of  reprodnction  to  real  estate?  I  may  perhaps  interject  nere  that  this 
work  was  done  under  the  direction  of  the  head  of  the  department  of  mechanical 
engineering  of  the  University  of  Michigan.  The  other  portion  of  the  work  was 
done  under  my  own  direction ,  which  I  will  speak  of  in  a  moment.  There  was  one 
point  of  difference  of  opinion  between  Mr.  Cooley.  who  had  charge  of  this  work, 
and  niyself,  namely,  in  regard  to  the  propriety  of  applying  the  principle  of  tlie 
cost  of  reproduction  to  real  estate.  It  seemed  to  me  that  in  strict  theory,  at  least, 
it  was  not  proper  to  apply  the  principle  of  the  cost  of  reproduction  except  to  prop- 
erties that  can  be  reprodncea,  and  reproduced  in  unlimited  quantities,  and  ot 
uniform  cost.  The  true  value  of  real  estate,  after  all,  is  the  opportunity  that  it 
gives  for  the  location  of  an  industry,  and  it  is  quite  possible  and  conceivable  that 
that  valne  can  not  be  properly  arrived  at  on  the  theory  of  thecost  of  reproduction. 
But  beyond  that  I  should  approve  most  heartily  the  work  that  has  been  done,  and 
the  theory  of  the  cost  of  reproduction  in  arriving  at  the  physical  valuation. 

Now,  the  above  computation  extends  no  further,  you  notice,  than  the  value  of 
the  physical  properties.  It  is  well  known  that  a  successful  corporation  has  a 
valuation  frequently  in  excess  of  its  physical  properties,  and  what  seemed  to  the 
commission,  at  least,  to  be  the  more  difficult  problem  waii  to  arrive  at  the  valne 
of  the  nonphysical  properties  of  these  corporations. 

Q.  Before  you  leave  this  table  may  I  ask  why  theae  columns  of  terminals  and 
electric  plants  are  blank?  (Referring  to  sample  estimate.) — A.  The  terminal  is 
blank  because  wherever  there  is  a  conBiderable  terminal  there  is  an  extra  sheet. 
For  example,  the  Port  Huron  terminal  proved  to  be  so  significant  a  feature  that 
it  was  taken  out  of  the  main  sheet,  and  there  is  a  separate  statement  where  it  is 
a  matter  of  importance.  In  the  case  of  the  Michigan  Central,  for  example,  the 
terminal  valne  of  about  5  miles  in  Detroit  was  between  7  and  8  millions  of  dol- 
lars, and  that  was  one-third  of  the  valne  of  the  road  itself.  That  is  the  explana- 
tion of  that  fact.  In  the  case  of  the  absence  of  electric  light,  probably  in  that 
mad  there  was  no  electric-light  plant.    Many  of  the  roads  are  rather  small. 

Now,  It  Wits  at  this  point,  after  the  commission  had  decided  to  make  a  valuation 
of  the  physical  properties,  that  the  problem  was  submitted  to  me  to  give  a  mie 
for  valuing  what  is  commonly  called  the  franchise  of  these  corporanons,  and  I 
provided  Here  a  copy,  so  you  could  follow,  if  you  care  to,  the  rule  and  the  argu- 
ment for  the  rule  wnich  was  submitted  and  which  was  in  the  main  approved  by 

I  will  read  to  yon  this  letter,  and  make  a  few  comroente  upon  it  as  to  what 
seems  to  me  of  importance  [reading:] 


Jb  Oie  Board  1^  State  TUxOmmlmiovri'.Ianflng.  Hieh. 
GintLIIien:  In  reply  tn  tout  request  lorn  method  oF  valuing  the  nonphyslcal  (ilcmeni  In  rall«>; 

-  '  mibrntl  (he  tollowlng: 

■■-  —  ■     --■-'--■ .—  .,-_  .-^ '  ■— 'V  MlnhiKBii  lux  rommlB. 


properties,  I  mibrntl  [he  jollowlng: 

Flnt.  It  Id  iinc1en<t<K>d  that  the  object  ol  the  Inveotlntlon  Instituted  b 

■ionenlstndetermliie  whether  ttie  pmpertien  loipiHeo  wtlh  cpeciflr  tnxe 

tepaWbypi^riy  in      ■        ■       ■ 
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The  significance  of  that  last  phrase  is  that  in  Michigan  we  have  a  large  nnmber 
of  small  railways  which  run  tu  the  mines  of  ore,  and  are  logsing  roads,  oradjuncts 
to  manufacturing  induHtries,  whose  value  is  not  so  much  that  they  carry  freight 

for  the  public  as  that  they  are  an  adjunct  to  manufactaring,  mining,  and  lommr- 
ing  industries.  Now,  those  roads  do  not  have  this  rule  applied  to  them.  The 
value  of  those  roads,  it  is  assumed,  is  reflected  in  the  value  of  the  mannfactiiring 
plant  [reading:] 

Becond.  It  la  underaiood  that,  ai  one  step  In  this  inveatl([8tliio.  the  ponunlaBion  h»e  uodertrnken  to 
appnlne  the  phyiilc^l  propcrtj'  ol  radwajB  (ml  mate  included)— 

The  pnrpOHB  of  inserting  that  phrase  is,  as  I  have  suggested,  the  difference  of 
opiuions  that  may  arise  as  to  whether  the  theory  of  the  coat  of  reproduction  can 
properly  be  applied  to  real  estate.  That  was  decided  in  the  afUnnative  by  the  com- 
mission, and  that  was  one  of  the  given  elements  of  the  'problem  submitted  to  me. 
[reading]— 


neni  in  reilwuy  oorpotatloiw. 
■'■-"—'  ■'•—  ■>■'■  uonphyaif-' 


d  thai  the  reqiieat  made  of  me  !■  lo  lormulalp  a  mlirfftolory  nilo  tor  appraltdng  the  nonphyslcftl  or 

.    _        .        .        .  ..-,.,  .  i;  (b)  louse  public  proi«Tty«iid  employ  public 

&ulhorily  lor  corporate  ends. 

In  looking  into  the  coui-t's  opiniou  or  definition  of  francbi^ie,  it  is  made  to  cover 
a  large  number  of  diverse  and  sometimes  costradictory  ideas.  One  might  say 
that  the  valne  of  a  franchise  to  be  a  corporation  is  what  it  costs  a  party  for  the 
charter,  which  perhaps  in  Illinois  is  SS.oO,  but  that,  of  course,  is  not  what  the 
commiHsion  is  after  in  seeking  for  a  rule  for  appraising  the  feature  of  intangible 
property  [reading;] 

2.  It  Include  Che  poDKealon  ol  tralHc  not  exposed  to  rompetlUon,  an,  for  example,  local  traffic. 

3.  It  Includes  the  poracnion  of  tralDc  held  by  established  connections,  Hllhougti  exposed  to  compe- 
mion.an,  lor  example,  through  traffic  that  is  secured  because  the  line  in  question  Is  a  link  In  a 
through  roulc. 

That  appears  to  me  to  he  rather  an  important  consideration.  As  an  illustration, 
I  imagine  that  some  of  the  value  of  the  Lake  Shore  Railway  is  due  to  the  fact 
that  it  is  a  link  in  the  through  eitst  and  west  line  b^  means  of  which  it  secures  a 
larger  share  of  transcontinental  freights.  It  carries  the  tea.  for  example — or  it 
did  until  a  short  time  ago— to  the  eiclusiou  of  the  other  rival  roads.  Whether 
it  continues  to  do  so  I  do  not  know.  I  im^ne  again — another  illustration — that 
the  Lake  Shore  and  Michigan  Southern  road  will  be  benefited  by  this  purchase — by 
this  combination,  if  it  goes  through,  of  the  Vanderbilt  systems  with  the  Centru 
Ricific— because,  again,  it  will  have  drawn  over  its  line  a  larger  amount  of  trans- 
continental traffic  than  heretofore.  So  it  is  with  any  great  system  which,  by  means 
of  its  connections,  enjoys  certain  through  traffic;  and  that  is  one  of  the  elements 
that  goes  to  make  its  value,  and  that  can  only  be  included  in  the  intangibles,  if 
included  at  oil  [reading;] 
A.  It  iDClDriex  the  benefit  of  cconomleH  made  pcnsible  by  lurreascd  density  of  [rafilc. 

It  is  a  fundamental  law  of  transportation  that  the  more  dense  the  traffic,  other 
things  being  equal,  the  cheaper  c.an  the  traffic  be  carried.  The  reduction  in  the 
coat  per  ton  per  mile  follows  the  increase  in  the  volume  of  traffic  carried.  Now, 
merelyasanillustration  to  what  an  extent  density  of  trafijc  can  go,  I  have  brought 
in  here  a  map  showing  the  extent  to  which  the  mail  traffic  of  the  Unitfd  States 
has  concentrated  on  a  few  lines.  There  are  but  a  few  ixnuIh  indicat^A  on  that 
map  [referring  to  map],  yet  on  those  few  roads  over  .Wijer  cent  of  thenujl  matter 
of  the  United  States  is  carried.  The  density  of  traffic  is  indicated  by  the  width 
of  the  line.    The  widest  line  is  between  Philadelphia  and  New  York." 

Now,  I  imagine  that  there  is  no  such  corresponding  density  either  in  pjfsenger  or 
in  freight  traffic  as  in  mail  traffic,  but  the  map  is  submitted  merely  to  show 
what  is  meant  by  density  of  traffic,  and  to  lead  to  the  conclusion  that  the  road 
with  the  most  dense  traffic  is,  other  things  being  eqnal,  the  most  valnable  road, 
and  that  the  advantage  of  this  density  of  traffic,  which  decreases  the  operating 
expenses  as  compared  with  the  gross  income,  must  he  classed  among  the  intan- 
^bles  of  the  corporation,  and  if  valued  at  all  must  be  valued  under  the  head  of 
intangible  properties  [reading:]  ' 

Ineludes  a  value  nn  acci 
Bllon,  sBivell  Bflof  Ihc  or 
canMqueDlly,iH.ln  part, 

II  Fay,-— T^imony  ukeD  ' 


Railmiy  Mall  Fay,— Testimony  ukei 

alBwrfc^-    Pat^I^p,^jo[c 
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Ftnuth.  AS  cocTOboiBtlng  the  eilBlencc  of  this  ulement  of  valiiu  limlJ  succt-'sliil  c'i>rporate  enter 
piina,  lefereoce  may  be  mxle  to  the  fullowitie  fK-is: 

1,  CurpontloitB  ■IhkhI  unlTeraaiiy  are  bonded  fur  an  amount  in  eiitew  of  (ha  value  of  phrnlra. 
pnpertiea  less  the  proceeda  ol  ibe  stock  ISHued.    If  iraflle  or  tpxid  will  or  franchiiits  or  oisanitstionM 


,  _ ,  ,  .       .      an  efltabliidii^ 

commercial  value? 
1  ltlanotun™mraonforeoun«,lnplaclngrftllwayp  


SSit 


Qt  a  le^llmatfl  conclualon  fr 


It  was  the  case  with  tbe  Northern  Pacific,  if  I  remember  properly,  in  the  peti- 
tion for  the  receivership,  which  was  to  the  effect  that  if  the  receivership  was  not 
granted  the  roadwoaldbe  disintegrated — that  is.fall  apart  in  its  varionasectiona, 
and  conld  not  be  operated  as  a  system  easily^ — and  the  court  recognized  that  argu- 
ment, and  the  large  nnmber  oi  receiverships  in  1894  and  1896  made  use  of  that 
phrase  in  their  receivership  petitions  [reading] : 

8-  The  unlvenal  reeojmltlQn  of  the  ncrcsi'lty  ol  Hupplemcnllns  the  ((cnera!  property  Out  byaome 
■pecial  meihod  of  taxstinn  In  the  caw  o[  railway  1b  an  acknowledgment  of  the  fact  that  theKencrBj 
property  tan  by  ordinary  methods  of  asaeMiment  doca  not  attach  itself  to  the  full  value  of  oorporalc 
property.  The  geneisl  property  lax  worked  well  when  (he  major  portion  of  property  was  material 
apcl  vldlble;  !t  failed  to  work  well  when,  through  (he  developmenl  of  corporate  enlerprisea  and 
credit  relaUona.  immaterial  values  came  to  be  relatively  <igiilflcant. 

I  have  a  compilation  of  the  laws  of  the  States  on  the  matter  of  taxation,  and  it 
is  tme  in  one  way  or  another  that  all  the  States  make,  or  most  of  the  States  make, 
an  exception  from  the  rule  of  the  general  property  tax  in  the  matter  of  railway 
properties,  thus  acknowledging  that  they  must  be  approached  by  eome  different 
method  [reading] : 

Fifth.  Inasmuch  ai  nothing  tanjilblc  or  TMble  gives  support  to  (he  value  under  conglderatiOD,  It 
must  t>e  determined  on  the  Easla  of  informntlon  secured  from  the  cnrrent  accounts  of  the  coiporn- 
tlons.    There  are  iwoaccDunli' which  may  be  u»cd  [or  thifi  piirpone.  namely,  the  general  balance 

giving  cost  of  road  and  equipment  on  oneslde  and  (he  par  value  of  stock"  and  bondn  on  Che  other. 

commission  has  In  view.  II  may  be  awumeil  Chat  Ihe  appraised  value  ot  the  physfcal  property  of 
railways  (lncludlnEfrenchi.se  element  In  the  right  of  way)  vrillnot  coincide  wiEh  the  balance«heet 
MatemeQl  of  coat  of  road  and  cqulpmeDt. 

Now,  there  is  no  doubt  but  what  the  statement  is  correct.  In  the  case  of 
the  Ann  Arbor  road,  for  example,  the  balance-sheet  statement  ot  the  cost  of 
Oie  road  and  equipment  is,  if  I  remember  rightly,  $14,500,000  of  tangible,  and 
the  intangible  value  of  the  road  will  fall  under  $7,000,000 — not  mnch  over 
$6,000,000.  Now,  on  the  other  hand,  if  you  should  take  the  Lake  Shore  road 
as  a  general  system — I  am  giving  this  merely  on  a  guess,  for  we  could  not,  of 
coarse,  appraise  that  portion  of  the  Lake  Shore  that  lies  outside  of  Michigan — 
take  the  Lake  Shore  road,  and  its  intangible  and  tangible  values  arrived  at  by 
meUiods  we  have  gotten  out,  would,  I  think,  exceed  i€  stocks  and  bonds.  Tliey 
have  about  $05,000,000  of  stocks  and  bonds.  I  think  their  aggregate  valuation 
would  go  much  higher.  Of  course  that  brings  up  the  point  that  the  value  ot 
roads  may  be  appraised  by  the  market  rate  on  its  stocks  and  bonds.  Now,  we 
endeavor  to  get  at  that  in  Michigan,  to  find  out  what  the  market  rate  of  stocks  and 
bonds  was.  I  have  here  a  statement,  as  i;losely  as  we  could  get  at  it.  of  the  valn- 
atitm  of  Michigan  properties  on  that  theory.  Of  all  the  railroads  in  Michigan 
there  were  only  4  of  ^ich  there  was  a  sufficient  number  of  quotatlonB  of  stocks 
and  bonds  so  we  conld  arrive  at  anvthing  like  a  reasonable  valuation.  And 
another  reason  against  that  method  of  valnation  for  State  purposes  is  that,  even 
though  yon  get  that  valuation,  it  is  the  valuation  of  the  systemi  then  there  Rtill 
remams  the  fnrther  question  how  to  assign  the  valae  of  tne  system  to  the  State. 
For  these  three  reasons  that  was  abandoned  and  another  method  adopted 
[reading] : 

>  adontnl  hv  mnnv  ^lA(i>s  of  ADOTslnlnir  railwav  nrotiertv  on  the  tbisin  of  [he  mnrhct 

.„ - - -.   .- -,-     lint. 

Deed  not  be  argued  at  the  pnacnt  (Imcbvcmiw  IhiNOommlHxion.by  InHlllutlnganappralial 
.  .jslcal  axsetf  o(  the  eorporationSi  ban  committed  itself  to  a  rule  Inconsistent  with  the  valua- 

eorpomle  llahilltleB. 

In  discarding  the  balance  sheet  as  the  basis  of  valuBtlon,  Ihccommiwlon  Is  forced  to  accept  for  thta 


Tbe  practice  adopted  by  many  fftatc^  of  nppralnlng  railway  property  on  the  tuisis  ot  the 
iluB  Mstocks  and  bonds  has  STOCthlng  to  he  said  In  its  favor,  bul  It  Is  notsailaf    '  ~  ' 

J  —  ^  argued  at  the  present  time,  becmisc  IhiHCommlwion.by  ln»I 

■ti*  of  the  corporations,  has  committed  itself  to  a  rule  Inconslsi 

ibilltles. 

■  balance  sheet  as  the  basis  of  valuation,  the  commission  Is  forr 

i  account,  a  conrlunlon  which  finds  nnpport  In  the  csublinhed 

ot  apprBwIng  railway  properties.  underUiken  by  this  commission.  Is  akip  t 

ruvahiBllon  of  railway  seciirlllex,  should  this  become  nccesiary  lor  rcorgai 

stated  by  Ur.tJrceae,  an  authority  upon  tblsnibject.  the  holder  of  ml Iwa 


noance.    The  task  of  appraulng  railway  properties,  underlsken  by  this  commission.  Is  akir<  to.  If  mit 

identical  with,  the  rcvafualion  of  railway  seciirlllef,  should  this  become  nc ' 1— .._- 

or  [DrtrBDifer.    As  stated  by  Ur.tJrceae,  an  authority  upon  tblsnibject.  tl 

ratioi  "must  accept  as  a  basis  for  revaliiBllon  of  hla  secureiie*  the  earning  uowerm  me  nimimny  m 
■  carrieiof  tradlc."  Thl!i"eiimtiifipowi!r"lHundoubledly  (hebwilsof  all  nluatlonol  corporate  prop- 
ertlM.  and  tt  Is  lh«  Income  account  from  which  (his  earning  powercan  be  deletmined. 

Another  reason  for  accepting  the  Income  account  railways  as  a  basis  lor  the  appraisal  of  Imma- 
terial values  it  that  the  rules  of  bookkeeping,  w>  tar  as  this  account  Is  concerned,  are  fairly  uniform 
for  all  mllways,  and  in  the  malu  rigidly  followed.  This  Is  especially  true  so  far  as  it  Is  necewary  to 
makeuseot  the  income  account  for  the  purpose  of  this  commlsalou.   ThcdegrecalBccaracyatlalned 
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Id  thin  accounl  mny  be  siiEgestcd  bj  reference  lo  the  offlrlal  claffiillcatlon  of  operating  eipenaea 
adopted  Mid  followed  by  the  principal  railwayn  of  this  country.  »  copy  ol  which  in  herewltli  mb- 
mltud.  I  also  submit  in  thla  eonnecUoD  the  lorm  of  Income  accounl  prescribed  hy  the  Interswte 
Coiamerc«  CommMon  and  followed  by  Ih^  majority  a[  State  commJHloaB, 

Now,  t  submit,  Mr.  Cbainnan,  in  this  conoection  a  copy  of  that  officiftl  olasel- 
fication,  the  object  being  merely  to  substantiate  the  statement  that,  so  far  as  the 
expendi tares  are  concerned,  the  estsbliBhed  role  is  a  mle  that  has  been  carefnllT 
worked  up,  and  from  my  knowledge  of  the  roads  I  may  say  that  it  is  fairly  well 
followed  by  the  roads  of  the  country.  This  particular  account  has  received  the 
approval  of  Uie  convention  of  State  railroad  commissionera.  and  is  made  the  basis 
of  practically  all  State  reports.  It  is  accepted  by  the  Auditors'  Association,  and 
willingly— indeed,  of  their  own  volition— has  been  put  into  force  among  the  rail- 
roads. There  doubtless  are  some  inconsistencies  m  it,  aa  there  must  be  in  any 
such  analysis  of  expenditures,  and  they  are  of  sufficient  importance  so  that  the 
executive  committee  of  the  National  Association  of  Railway  AccountinK  Officers  ia 
at  present  engaged  in  the  revision  aod  betterment  of  this  account.  1  say  this  because 
it  IB  BO  frequently  asserted  that  railway  accoonts  are  of  no  advantage  to  any  pub- 
lic commission,  because  they  can  be  modified  and  cooked.  To  some  extent  that 
doubtless  is  true;  but  I  think  we  are  at  liberty  to  say  that,  so  far  as  operating 
expenses  are  concerned,  the  roads  are  loyal  in  their  use — follow  as  strictly  as  pos- 
sible the  rule  here  laid  down.  There  is  some  liberty  granted  in  the  use  of  this 
account  which  strict  application  of  public  supervision  over  accounts  would  not 
allow;  bnt  I  tiunkwe  may  have  some  confidence  in  the  operattng-exi)enBeaccotintB 
of  the  railroads  [reading]: 


S refer  to  term  the  capltallzadon  ofcoiporato  organiiai 
lows.' 
1.  Begin  with    grom  camlnga  from    operation,  dcdu 


iiafonfe' 


which  represente  the  amount  at  the  dbiposal  of  the  mrporatlon  for  the  aupportof  lla  capital  and  lor 

2.  Deduct  from  the  above  amounl— that  la  losay,  "total  Income,"  aaan  annuity  properly  cbarge- 
able  ta  capital—A  certain  per  cen  t  of  the  appislsed  ralue  of  the  pbyalcal  piopertlea. 

3.  From  this  amount  should  be  deducted  renlK  paid  tor  the  lease  of  property  operated  and  pemui- 
ncnt  Improvemeol*'  charged  directly  Ui  income.  The  remainder  would  represent  the  lurpliiii  from 
the  gross  earnings  from  the  year's  opetBtlons,  and  for  the  purpose  of  this  Inveatlgatioa  may  be 
accepted  as  an  annuity  whlcb,  capllalued  at  a  certain  rateof  intereU,  gives  the  true  value  of  Imma- 
terial properties. 

That  is  the  form  of  computation.    The  report  goes  on  next  to  say  [reading] : 

Seventh.  To  obvial«  the  crftlcliim  that  both  graa  and  net  eamingH  vary  hoiD  year  to  year.  It  1*  •iw- 
genled  that  In  place  of  a  slnale  year's  Income  account  the  average  Income  acconnt  of  a  period  of  10 
yearn  be  acceplpd  as  [he  basis  of  computation.  The  tcBiwti  for  accepting  a  period  of  10  yean  Is  (hat 
under  existing  cinnnierclal  tondltlonH  it  is  lltely  that  the  corporation  whose  property  Is  apptaiaed 
w<iuld,  during  ihat  period,  pass  through  years  of  Dolb  pnj^iwrity  and  adver^ty. 

Now,  in  one  case  I  know  of  had  we  accepted  the  last  0  months'  earnings  on  a 
certain  road  in  Michigan  and  computed  our  intangible  value  from  these  earnings, 
we  should  have  bad  some  millions  of  intangible  property,  but  if  we  took  toe 
avera^  earnings  for  a  period  of  years,  the  intangiole  property  of  the  road  was 
matenally  reduced.  In  two  cases  in  connection  with  Michigan  roads  the  reverse 
would  have  been  tbe  case.  Now,  it  seems  when  we  are  getting  at  the  real  troe 
value  of  property  we  ought  not  to  take  the  accidental  earnings  of  a  particular 
year,  but  we  ought  to  get  the  regular,  orderly,  steady  year-by-year  earnings. 
And  finally  this  letter  is  closed  [reading] : 

jove  rale  falls  ...  _     ,. 

, ..    .  - -.„ affects  the  price  of  corporate  slocks  and  corporate  bonds,  11 

01  entirely  clear  Ihal  k  should  InHuence  appraisals  for  the  purposeol  taiatkia.  Should,  however. 
....  comniltHlon  desire  lo  compute  the  present  worth  of  property,  a."  resting  npor  expt'ctaOonsin 
,..  . 1..  J     .T.^..  : .. 1..  ........  „...._  .,(  properii^  must,  frpm  the  nature  of  the 


ix'r 


lodlflcallou  of  their  value  computed  upon  the  basis  of  their  earning  capacity. 

RiHKT  C.  Anuo. 
higan  system  of  railway  aceuunui  prescribed  b< 

ne  rTr>pnj«w."  antt  Fnr  thppuT|xneor  this  anal;. , ^ ,, 

I "  operating  eipenses."  but  lor  the  purpose  at  this  analysis  su 
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I  snbiuit  a  blank  sheet  which  gives  detaila  of  this  method  of  procednre: 


,-,. 

(or  entire 

lywem. 

Per  mile 

Amount 

NnmbeiolmllcioDentcd 

*""»^KeKiSlSS?n*S  «  4  per  mit  of 

1.  Tues  on  pbyglcal  elemetito  k1  ;  p«r  cent  of 

pliu  Tielda  a  net  Income  of  6  pei  cent  thereon  •tier 
payment  ol  tax  of  1  per  cent  thVreon. 

There  a! 

with  the  i._.  . ,       ._  . 

first  place  I  may  review  the  theory.  We  begin  with  gross  earnings  from  opera- 
tion; subtract  from  that  the  operating  eipenseH,  exclusive  of  taxes.  That  leaves 
ns  the  next  item — net  income  from  operation.  We  add  to  that  the  net  income 
from  inveetments;  then  we  have  the  amoant  of  money  that  the  corporation  has 
to  dispose  of.  Now,  in  an  ordinary  income  account,  there  would  next  be  deducted 
the  fixed  charges;  thut  is,  interest  on  bonds,  and  after  that  the  dividends  on  stock. 
But  by  this  method  of  computation,  in  the  place  of  interest  upon  bonds,  there  ia 
deducted  a  certain  rate  per  cent  upon  the  appraised  value  of  the  physical  prop- 
ertj[,  which  recognizes  that  the  appraised  value  of  phvsical  property  is  a  fixed 
capital  in  the  concern,  and  that  fixed  Ciipital  ought  to  nave  a  certain  amount  of 
income  set  aside  for  its  sapport;  and  then  beyond  that,  after  two  or  three  other 
deductions,  if  there  be  a  surplus,  the  surplus  is  capitalized. 

S.  (By  Mr.  Litchman.  )  Is  it  pertinent  to  ask  right  here  what  relation  the  stock 
bonds  bear  to  this  classification  as  stated  by  yon? — A.  We  disregard  the  stock 
and  bonds  and  substitute  for  stock  and  bonds  in  this  operation  account  the 
appraised  valae  of  the  physical  property.  That  is  what  I  mean  by  saying  we  get 
rfd  of  the  balance-sheet  items.    Now,  a  balance-sheet  item  means  notning, 

Q.  It  could  be  cooked7^A,  Well,  yes;  that  is,  it  does  not  stand  for  anything  in 
particnlar.  They  have  on  one  side  of  the  balance  sheet  the  cost  of  the  road  and 
equipment.  In  tne  case  of  Ann  Arbor,  as  I  have  pointed  out,  the  cost  of  the  r(»d 
is  814,500,000;  we  find  upon  investigationaomethingoverflve millions  of  property, 
yet,  on  the  other  side  of  the  balance  sheet  there  are  stock  and  bonds  to  the  amount 
of  fourteen  million  and  a  half.  I  am  glad  you  asked  the  question,  because  that 
is  a  significant  feature  of  this  method  of  procedure.  It  is  a  means  by  which  we 
get  rid  of  what  may  be  called  the  overcapitalization  through  overissue  of  stocks 
and  bonds. 

Q.  YoQ  also  arTiTe  at  the  fact  whether  there  has  been  an  overcapitalizatiDn  or 
an  overissue  of  bonds?— A.  Yea. 

Q.  That  is  to  say,  if  the  value  by  yonr  method  is  less  than  the  par  value  of 
stocks  and  bonds  issued,  the  natural  inference  is  there  has  been  an  overissne  or 
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taiie  not  justifled  by  real  value? — A.  I  think  that  is  a  just  etatemsnt; 


_]B  the  basis  nf  its  cnmpntations  in  all  its  buBinesB  airaQKemeata? — A.  I  should  not 
object  to  that  in  the  least,  but  I  think  that  cornea  entirely  outfdde  of  the  question 
which  we  are  considering,  of  arriving  at  the  tme  value  of  the  property  as  an 
induHtry. 

S.  It  may  be  outside  of  it  as  far  as  the  queHtion  of  taiation  is  concerned,  or  a  poB- 
a  public  reflation  of  rates;  but,  so  far  as  concerns  any  possible  winding  up  of 
the  concern  and  diHtribution  of  its  assetd  among  creditors  and  among  stockholders, 
they  would  have  to  proceed  upon  that  basis,  would  they  not,  instewl  of  tliia? — A. 
Undoubtedly,  aa  representing  their  relative  claima  upon  whatever  value  the  prop- 
erty had,  but  if  the  concern  is  wound  unit  doesnotoy  any  means  follow  that  the 
value  of  that  concern  equals  the  par  value  of  the  stocks  and  bonds  outetandiog;. 
The  value  of  that  concern  would  be  arrived  at  in  exactly  the  same  way  we  are 
arriving  at  it  here,  on  the  basis  of  its  earning  capacity,  and  then  in  the  dis- 
tribution of  that  value,  of  course.it  would  be  necessary  to  take  into  consideration 
the  holders  of  outstanding  stocks  and  bonds.  Ajid  also  it  ought  to  be  said,  I 
think,  as  possibly  giving  sonle  further  light  upon  that  point,  that  this  physical 
appraisal  does  not  necessarily  cover  the  total  value  of  the  property.  We  allow 
that  physical  appraisal  a  certain  rate  per  cent,  so  that  what  you  might  call  the 
physical  property  in  the  concern  will  be  supported  out  of  the  income.  Then 
there  is  or  is  not  excess.  It  may  be  there  is  sucn  an  excess,  and  when  capitalized 
and  added  to  the  physical  value  the  sum  may  exceed  the  par  value  of  the  stocks 
and  bonds.  It  may  be  that  it  will  not  equal  the  stocks  and  bonds.  But  in  any 
case  it  seems  that  the  merit  of  this  method  of  procedure  is  that  it  gets  rid  of 
making  use  of  balance-sheet  it«ms. 

Now.anyschemeof  appraisal  must,  of  course,  rest  on  somethingnot  arbitrary.  It 
must  be  judgment.  Another  advantage  iu  this  method  of  procedure,  as  it  appears 
to  me,  is  that  it  allows  of  but  one  question  of  juilgment — that  is.  the  question  of 

J idgment  centers  in  the  proper  rat*  per  cent.  The  proper  rate  per  cent,  what  we 
ave  stated,  is  4  j>er  cent,  to  which  is  added  1  per  cent  for  taxation,  assuming 
that  the  corporation  pays  the  tax.  That  is  the  assumption  upon  which  the  inves- 
tigation proceeds. 

<}.  (By  Mr.  LiTCHMAN.)  Taking  no  account  of  how  the  corporation  eventually 
reimburses  itself?— A.  No;  it  takes  no  account  of  that.  Of  course,  a  corporation 
mi^ht  perhaps  be  in  no  situation  to  recoup  itself  by  raising  its  rates.  Without 
trying  to  arrive  at  the  proper  rate  per  cent,  we  said  that  the  investment  which 
pays  3  per  cent  without  taxation  at  tne  present  time  will  command  par.  There- 
lore  we  took  that  4  per  cent.  The  reason  why  we  took  1  per  cent-as  representing 
the  tax  was  peculiar  to  the  conditions  in  Michigan,  The  average  rate  of  taxation 
in  Michigan  is  about  $14.75.  The  average  appraisal  of  property  is  about  85  per 
cent  of  its  par  value.     Tlierefore  we  reduced  this  to  a  par  basis  of  1  per  cent. 

It  may  be  asked.  Why  not  capitalize  the  net  income  to  begin  with  and  not 
undertake  an  appraisal  of  the  physical  properties?  The  chief  reason  for  that  lies 
again  in  the  matter  of  rates  per  cent.  That  would  have  made  it  impossible  to 
ulow  for  the  physical  capital  at  one  rate  per  cent  and  ti>  capitalize  at  a  higher 
rate  per  cent.  The  rule  that  we  have  adopted  is  to  take  4  per  cent  for  an  annuity 
and  to  take  6  per  cent  for  thecapltalizatiou,  the  Tea.-4on  being  that  the  first  income 
is  a  sure  income.  It  is  without  risk,  for  we  have  decisions  in  our  courts  to  the 
effect  that  no  legislature  or  commission  can  reduce  a  rate  to  a  point  which  will 
not  pay.  In  (tome  cases  it  is  said  to  be  the  interest  on  bonds,  but  the  idea  la 
expressed  more  carefully  by  the  recent  Minnesota  case — it  is  a  State  case,  to  be 
sure— a  certain  rate  per  cent  upon  physical  valuation  of  the  property.  Now, 
then,  you  have  a  judicial  bulwark,  as  it  were,  against  a  reduction  of  the  rate  of 
interest  below  4  or  .l  per  cent,  below  the  physical  valuation  of  the  property,  and 
the  cost  of  reproducing  the  property.  When,  however,  a  road  prewents  a  valne 
in  addition  to  this  physical  valuation,  then  that  value  does  not,  as  it  were,  give  a 
fixed  income,  because  legislatures  are  at  liberty  to  depress  rates  so  as  to  deprive 
the  corporation  of  a  part  of  that  value,  for  we  must  reniember  that  railways,  aa 
it  were,  are  between  the  upper  and  aether  millntone.  The  iState  taxes  them  on 
one  side  and  regulates  rates  on  the  other.  Now.  it  seems,  so  far  as  this  excess 
value  is  concerned,  that  there  was  some  risk  attending  it,  and  in  common  eijuity 
it  ought  to  be  allowed  a  higher  rate  per  cent  than  in  the  case  of  an  investment 
that  had  no  risk.    So  that  one  of  the  chief  argnments  for  going  through  this 
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the  unoant  EwaisDed  to  the  physical  Ttkloation  and  &  higher  rate  per  cent  for  that 
aesi^ed  to  the  nonphydcal  vuuation. 

Q.  (By  Mr.  Kennedy.)  1b  there  any  allowance  for  the  depreciation  of  the  prop- 
erty?— A.  The  allowance  for  the  depreciation  of  the  property  is  made  when  the 
cost  of  reproduction  is  greater  than  the  preeent  value.  In  Huch  items  as  rails, 
ballast — ail  those  items  that  do  depreciate — the  present  valae  is  always  lower  than 
the  cost  of  reprodnctioQ.  In  en^neering  it  ia  the  same  because  there  is  no  depre- 
ciation in  those  items.  Now,  this  4  per  cent  is  the  amonnt  taken  ont  of  the  earn- 
ings and  set  aside  to  the  support  of  what  yon  may  call  the  necessary  phyeical 
capital  of  the  road.  It  takes  the  place  in  tliis  income  sheet  of  the  interest  on 
bonds  in  the  tnven  income  and  in  part  the  dividends  on  stock.  I  say  in  part 
becanse  it  may  be  the  money,  it  depends  apon  whether  the  interest  on  bonds 
consumes  the  net  income  or  not.    That  wonld  vary  in  different  roads. 

Q.  (By  Mr,  Farquhar.)  In  otae  a  railroad  is  found  to  have  no  net  income  at  all 
over  its  running  expenses,  what  would  be  the  action  of  the  State  iii  collecting  this 
tax? — A.  Do  you  mean  where  there  is  no  surplus  aft«r  paying  the  operating 
expenses? 

O.  What  pMition  does  it  leave  the  State  in  as  to  collecting  the  ta:t7— A.  That  is 
rattier  an  intricate  nu«Ntion  in  taxation.  In  a  strict  application  of  the  theory  it 
would  seem  to  me  that  the  State  would  not  be  at  liberty  to  aiwumo  that  the  phya- 
ical  valuation  of  the  property  was  its  true  valnation,  and  we  ought  to  reduce  its 
value  below  the  cost  of  reproduction.  At  the  same  time  that  is  not  done  in  other 
properties.  A  man  puts  up  a  house  in  a  place  where  he  thinks  he  is  going  to  rent 
It,  and  it  turns  ont  tnat  people  do  not  want  to  rent  it.  Now,  in  a  sense,  oerhaps 
the  local  appraiser  will  let  np  on  his  taxes,  hut  he  does  not  very  much,  ana  he  has 
to  pay  taxes  whether  it  in  a  source  of  income  to  him  or  not.  Now,  for  the  same 
reason  it  wonld  seem  to  me  not  to  be  equitable  for  any  man  to  pay  a  tax  upon 
any  property  that  is  not  a  source  of  income  to  him  wuile  it  is  not  a  source  of 
income;  and  I  should  say  that  in  the  cace  that  you  state  the  appraisal  ought  to  be 
reduced. 

Q.  As  to  that  arbitrary  annuity  of  i  per  cent,  the  roads  are  entirely  different. 
no3alike.  So  would  it  oe  fair  to  take,  for  instance,  the  Ann  Arbor  or  the  Grand 
Bavon  or  the  Michigan  Southern,  and  apply  the  4  per  cent  theorj;  arbitrarily  to 
all  8  roads? — A.  It  is  quite  true  that  roads  vary  in  their  condifions,  they  vary 
in  their  prospects,  and  the  speculative  element  undoubtedly  makes  their  bonds 
fluctuate  up  and  down.  We  have  not  thought  it  wise,  however,  to  make  a  varia- 
tion on  this  annuity,  but  we  do  make  a  variation  in  the  rate  of  capitalization. 
Now,  there  are  3  cases  of  variation  in  the  rate  of  capitalization.  Let  us  take,  for 
example,  the  union  depot  company  of  Detroit,  the  Fort  Street  Depot  Company. 
That  IB  a  terminal  corporation;  its  income  is  a  contractual  income;  it  is  just  as 
sure  and  certain  as  that  the  sun  rises.  Now,  in  that  I  apply  the  capitalization 
becanse  it  is  enre.  On  the  other  hand  there  is  a  road,  I  think,  up  in  the  northern 
peninsnla  that  is  new;  it  has  only  been  running  about  a  year  and  a  half;  it  has 
not  come  to  that  point  where  it  is  necessary  to  raise  its  operating  expenses  very 
high  for  deterioration.    In  U  or  3  years  you  will  find  its  operating  expenses  go 


up.  Now,  in  that  case  I  capitalize  it  at  10  per  cent  so  as  to  reduce  the  value. 
iTiere  is  another  case  of  a  road  that  has  been  a  very  prosperous  road  in  the  last 
10  years;  been  running  into  a  lumber  camp.    But  the  Inmoer  is  all  cut  off,  and 


the  last  year  you  see  it  is  gone.  3o  if  you  take  the  past  10  years  it  is  of  high 
Talue,  but  its  prospects  are  such  that  it  is  not  going  to  be  valuable  in  the  future; 
and  therefore  I  make  a  variation,  but  not  in  the  deduction  for  the  annuity. 

Q.  (By  Mr.  Kknnedv.  )  This  investigation  of  yours  ia  not  entirely  for  the  pur- 
pose of  taxation.  Is  it  not  true  that  you  design  to  ascertain  whether  passenger 
and  freight  rates  are  ]'u8t?^A.  Yes;  provided  a  scheme  of  this  kind  could  be  put 
through  by  the  Federal  Government.  I  doubt  if  any  State  commisfiion  could 
moke  much  use  of  a  scheme  of  this  kind  or  of  any  scheme  to  judge  of  the 
reaeonableness  of  rates  that  they  had  to  deal  with;  hut  I  am  confident  that  if  the 
Federal  Government  should  put  through  a  scheme  of  this  kind,  so  that  the  results 
would  command  the  confidence  of  the  courts,  they  would  apply  the  principle  of 
that  State  case  up  there  in  Minnesota — Steenerson  v.  The  Great  Northern,  I  think 
it  is — in  1897,  where  the  principle  laid  down  was  this:  That  a  rate  or  scheme  of 
rates  which  permitted  a  5  per  cent  payment  upon  the  reproductive  cost  of  tliat 
road  was  reasonable.  Now,  you  know  in  a  great  many  cases  the  reasonableness 
of  the  rate  finally  comes  down  to  whether  or  not  the  corporation  can  pay  the 
interest  on  its  bonds.  The  difficulty  with  that  ie  that  the  bonds  do  not  represent 
the  real  cost  of  the  road  or  the  real  value  of  the  road.  If  yon  could  substitute  in 
all  that  line  of  reasoning  the  true  value  of  the  road  or  its  physical  valnation, 
why,  then,  it  seems  t*  neyou  would  have  something  that  courts  and  c( 
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oonld  work  apoo.    In  that  sense  this  scheme  haa  a  mucb  broader  application 
than  the  qneetion  of  State  taxation. 

Q.  Bnt  taxation  was  the  only  thing  that  was  thooght  of  in  Michigan  in  setting 
np  this  commission?— A.  Taxation  was  the  only  thing  that  was  thcngbt  of  there. 

Q.  (By  Professor  RiPLBr,)  Do  yoa  recailanyother  case  besides  that  of  Steener- 
8on,in  Minnesota,  in  which  the  reasonableaees  of  rates  depended  upon  the  coat 
of  reproduction  of  the  property? — A.  There  ia  one  Minnesota  case  in  which  that 
opimon  waa  reaffirmed,  bnt  ontinde  of  that  I  do  not  know. 

There  is  another  advantage,  it  wonld  seem  to  me.  in  a  scheme  of  this  kind — 
something  of  Utis  kind  being  done  by  the  Federal  Goveroment.  Sverybne  who 
knows  the  dificnltiea  th&t  exist  in  connection  with  the  State  taxation  of  railroad 
propOTty  moat  welcome  anything  that  looks  toward  nniformity.  Now,  I  wonld 
take  into  that  general  subject  the  State  taxation  of  interstate  properties.  The 
amonnt  that  rulroads  pay  in  taxation  varies  all  the  way  from  |30  a  mile  ap  to 
CQOO  a  mile,  and  the  schemes  for  getting  at  the  thing  are  various;  no  two  States 
have  the  same  method  of  procednre.  If  the  States  are  to  continue,  as  probably 
tjiey  will,  to  tax  these  int«T8tate  properties,  there  onght  to  be  some  nniformity; 
and  I  imagine  that  if  the  Federal  Qovernment  shoald  establish  and  make  a  state- 
ment by  proper  investigation  of  the  present  valae  of  railway  property,  especially 
of  its  physical  elements,  that  the  States  would  accept  it  and  adjnst  their  taxing 
scheme  to  it. 

Q.  (By  Mr. 

to  make  snch  ^.    _._ .    , 

New  York  City  to  St.  Lonia?^A.  It  wonid  depend  upon  whether  there  w 
lawsnita  involved.  So  far  as  the  matter  of  collecting  it  la  concerned,  wiui  prop- 
erly paid  men,  I  shonld  think  you  could  do  that  work  in  2  months.  I  wonld 
say  .this  was  rather  an  expensive  piece  of  work  in  Michigan  on  account  of  ths 
sbortnesa  of  the  time  that  was  permitted  to  do  it.  It  had  to  be  done  inside  of 
4  montjis. 

Q.  <By  Hr.  KsifNEDY.)  It  wonld  not  be  so  expensive  another  time,  wonld  it?— 
A.  Oh,  with  this  in  existence  and  the  proper  officer  in  the  railroad  commisdoner's 
office  yon  can  keep  up  depreciations  and  improvements  from  year  to  year. 

Q.  {By  Mr.  Litchhan.)  Having  made  this  examination  as  to  the  present  valne 
of  any  line  of  road  or  all  the  lines  of  the  United  States,  and  then  supplementing 
that  with  the  bookkeeping  that  you  suggest  in  these  tables  that  yoa  have  snb- 
mitt«d,  would  it  not  be  possible  then  to  continue  the  knowled^  of  the  exact 
physical  conditions  of  such  road  or  roads? — A.  It  certainly  wonld  if  Congress  will 
give  tiie  officers  sufficient  power  to  require  the  reports. 

Q.  And  require  uniformity  in  them? — A.  There  is  now  in  the  form,  the  annual 
form  of  report  that  the  railways  make  to  the  Interstate  Commerce  Commission, 
apagecalhng  for  all  this  information.  But  in  the  reorganizations  that  have 
taien  place  the  corporation  that  accepts  the  property  does  not  care  anything 
about  the  book  accounts  of  the  previous  corporation,  and  it  does  not  take  'them 
over  and  report  to  us.  They  do  not  know  anything  about  it.  Then  again,  a  lot 
of  building  of  roads  is  by  contractors.  A  contractor  builds  a  road  and  he  keeps 
these  accounts — he  may  or  he  may  not — be  may  keep  them  in  his  vest  pocket. 
When  he  turns  the  property  over  it  is  turned  over  to  the  railroad  as  bo  much 
money  paid  to  the  property,  so  that  the  road  does  not  set  these  accounta;  and  I 
doubt  very  much  ii  any  of  the  Michigan  roads  at  least  have  as  perfect  an  analy- 
sis of  their  property  as  is  now  in  the  possession  of  the  State  of  Michigan. 

Q.  The  point  I  wanted  to  cover  was  how  much  value  it  would  be  to  get  an 
appraisal  of  the  railroad  properties  of  the  United  States  under  this  system  unless 
it  was  supplemented  by  some  means  of  continuing  that  knowiedge  np  to  date? — 
A.  I  thinK  that  the  machinery  of  the  Interstate  Commerce  Commission  is  now 
ample  to  secure  the  continuance  of  that  year  by  year,  with  one  exception.  The 
Interatat*  Commerce  Commission  has  now  no  authority  over  the  contractor.  If 
a  law  were  paased  by  Congress  or  by  the  States  or  in  any  way  so  that  the  people 
who  build  the  roads  under  contracts  should  file  reports  under  this  rule,  under 
this  classification,  then  there  would  be  no  difficulty  in  keeping  the  thing  np  to 
date. 

Q.  (By  Hr.  Clarke.)  Do  you  think  Congress  has  any  constitutional  warrant 
for  makmg  such  a  general  appraisal? — A.  Appraisal? 

Q.  Yes;  or  for  passing  a  law  ordering  such  an  appraisal? — A.  It  is  with  p'eat 
hesitation  that  I  speak  on  a  constitutional  question,  for  I  am  not  a  constitutional 
lawyer.  But  it  would  seem  to  me  that  inasmuch  aa  Congress  has  undoubtedly 
control  over  the  rates  charged  by  interstate  roads,  and  in  view  of  the  fact  that  09 
per  cent  of  the  roads  in  this  country  are  interstate  roads,  that  CongreBs  would 
also  have  the  authority  t«  authorize  any  step  necessary  to  the  eBtablistunent  of 
or  arriving  at  the  through  rate.  r  i 
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Q.  Yon  tlunk  that  the  rate  of  taxation  is  as  important  element  in  the  matt«r  of 
nioB  of  transportation,  ao  that  Congrees  would  therein  find  its  warrant  nnder 
the  power  to  regnlate  commerce? — A.  I  should  hardly  put  it  in  that  wav.  I 
ahoold  not  rest  tbe  right  of  CongreHB  to  do  this  upon  the  interest  it  ma^  nave 
indirectly  in  the  qnestion  of  taxation.  I  should  put  it  directly  upon  the  principle 
that  CongreM  hae  control  over  the  rate  in  interstate  matters,  and  this  is  oeeiraDle 
for  the  pnipoae  of  jadg:ing  what  ie  or  is  not  a  reasonable  rate. 

Q.  (By  Hr.  A.  L.  Habris.)  Do  you  mean  by  that  Bcheme  to  get  the  valuation 
by  the  Government  and  then  give  it  to  the  States — prorate  that  valuation;  or  do 
you  mean  for  the  Qovemment  to  aseees  the  tax?^A.  I  had  not  thought  of  going 
BO  far  as  to  reorganize  the  taxing  system  of  the  United  States:  no.  Hy  thought 
was  this:  That  if  the  Federal  Government  should  in  an  authoritativr 


aome  onderetanding  between  themselves  as  to  the  apportionment  of  that  value 
between  ttiem.  I  am  ready  to  admit  that  that  is  a  very  difficult  question,  the 
question  of  prcn)erl]r  apportioning  the  value— eepecially  this  intangible  value— of 
a  nUlroad  to  the  various  States  through  which  the  railroad  runs.  That  is  an 
exceedingly  difitcult  qnestion. 

Q.  Would  it  be  satisfactory  for  the  States  to  tahe  it  by  the  mileage  within  the 
StUes,  prorate  by  the  mileage  within  the  States?— A.  I  think  not.  I  should  think 
that  wonld  do  injustice  in  many  cases.  In  Uichi^n,  for  example,  it  would  per- 
mit Wisconsin  to  get  more  than  she  ought  to  for  nerself.  I  had  not  thought  to 
Sint«  that  problem  this  afternoon,  but  I  can  st^gest,  I  think,  the  difQculties  in 
3  pro-rata  rule.  Suppose  there  is  a  State,  as  Micbigan.  for  example,  and  there 
is  a  road  like  the  Lake  Shore  road,  we  wiU  say,  from  Toledo  on  to  Chicago,  that 
runs  along  through  the  northern  part  of  Ohio,  through  Indiana,  and  through 
Illinois,  and  it  has  a  few  branches  sticldng  up  mto  Michigan.  Now,  the  question 
immediately  arises :  What  is  the  value  of  those  branches  to  the  Lake  Shore  Sys- 
tran; how  much  do  they  contribute  to  the  Lake  Shore  system?  They  contribute 
not  simply  the  earnings  from  freight  on  the  few  lines  that  are  in  Michigan,  but 
tjiey  contribute  a  value  to  the  Lake  Shore  system  in  view  of  the  fact  that  all  the 
freight  that  is  collected  by  those  branches  in  Michigan  geta  a  long  haul  clear 
from,  let  us  say,  Elkhai't  on  to  Buffalo.  It  is  common  in  railway  finance  for  the 
main  st«m  to  support  a  branch  which  in  and  of  itself  does  not  seem  to  pay 
expenaee.  aiioply  because  it  recoups  itself  for  the  loss  there  by  what  it  earns  on 
the  long  haul.  Now,  a  per  mileage  assignment  of  this  value  as  a  basis  of  taxation 
does  not  seem  to  me  to  meet  the  equities  of  the  case,  for  in  that  case  Ohio  would 
get  more  of  the  value  for  taxation  and  Michigan  less  than  she  ought  to  get. 

S.  You  con  not  Bnd  any  constitutional  provision  at  all  to  control  it? — A.  That 
onbtedly  is  the  right  of  a  State:  but  still  the  aubject  being  taken  up  by  Con- 
gress, here  is  this  information:  and  then  the  question  of  tolving  this  awful,  awful 
nrtion  of  State  taxation  comes  to  be  simple,  and  I  think  we  may  rely  upon  the 
that  State  legislatures  are  more  or  less  reasonable  and  would  do  ibat  thing. 

Q.  Is  it  not  a  fact  that  manv  of  the  States  get  much  more  from  interstate  rau- 
roads  in  the  way  of  taxation  tnan  other  Stat^? — A.  Yes, 

Q.  Although  the  road  passes  tiirongh  the  different  States? — A.  That  is  about 
the  truth. 

Q.  Of  course,  I  do  not  want  to  mention  names  as  far  as  the  States  are  con- 
cerned, but  there  has  been  one  of  the  greatest  troubles  in  getting  at  the  true  valu- 
ation for  railroads  in  the  post:  and  it  seems  to  me  a  scheme  like  you  have  outlined, 
if  it  could  be  taken  hold  of  by  the  General  Ooverument  and  then  could  be  adjusted 
between  the  States,  would  be  a  relief  not  only  to  the  States,  but  also  to  the  rail- 
toads. — A.  Undoubtedly;  and  the  only  other  alternative  is  for  the  Federal  Qov- 
emment to  undertake  the  taxation  of  interstate  roads.  I  do  not  know  whether  it 
has  the  right  to  attempt  that.  I  do  not  know  but  what  the  States  would  object 
to  that,  because  they  are  getting  about  946,OOU,000  of  income. 

<j.  This  afipraisement  was  actually  made,  was  it.  or  is  it  merely  a  scheme? — A. 
Oh, so;  this  is  done.  Thereport  on  the  intangible  matter  has  not  been  completed, 
but  the  other  is  done,  and  the  State  legislature  will  act  upon  it  this  session. 

Q.  'nien  the  other  question  I  was  going  to  ask  will  not  be  pertinent,  for  the 
reason  that  I  wanted  to  find  out  how  the  valuation  under  this  plan  compared  with 
yoor  present  plan  in  reaching  the  value. — A.  We  do  not  value  roads  at  all  in 
Michigan  now.  The  tax  is  a  specific  tax  upon  gross  earnings,  roads  being  classi- 
fied at  different  rates  for  the  different  classes.  And  the  puirioseof  thisinvesti^ 
tlon  was  to  find  out  whether,  under  the  special  taxing  rule,  they  paid  equally  with 
other  nroperty.  The  result  of  the  computation.  I  might  say  in  general,  is  that 
the  runes  do  not  mount  as  high  as  the  advocates  of  the  ad  valoi'em  scheme  ot 
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nulway  taxation  claimed,  bat  it  does  show  that  they  are  pa^ng  relatively  lesa 
than  other  properties. 

Q.  (Bv  Mr.  Clarke.)  This  appraisal,  then,  will  not  necessarily  lead  the  legiela- 
tnre  to  do  away  with  the  present  system  of  taxation? — A.  No.  It  was  in  onr  con- 
stitution that  the  other  system  of  taxation  was  reqaired,  but  at  the  last  election 
an  amendment  was  offered  to  the  people  and  voted  overwhelminKly  that  the  ad 
valorem  method  might  be  nsed,  and  the  matter  was  adjnsted  at  the  last  session 
of  the  legislatnre. 

Q.  Now,  yon  have  studied  this  scheme.  What  is  yonr  opinion  as  to  which  is 
the  better  of  the  2  methods  of  railway  taxation? — A.  It  seems  to  me  that  that 
qneation  can  only  be  answered  in  \iew  of  practical  conditions,  and  in  view  of 
practical  conditions  in  Michigan  I  sbonld  say  it  wonld  be  wise  for  Michigan  to 
nndertake  the  ad  valorem  scheme  of  taxation,  becanae  the  people  of  this  CDnntt7 
are  not  yet  ready  to  establish,  as  it  seems  t^  me  they  might  well  establish,  a  dis- 
tinct scheme  of  corporate  taxation. 

Q.  It  Avonld  be  an  ad  valorem  scheme  of  appraisement  rather  than  of  taxation, 
I  suppose,  because  the  local  tax  rates  would  De  based  upon  the  general  appraiaal. 
wonld  they  not? — A.  Yes.  On  the  matter  of  tax  rates  there  are  quite  a  number 
of  uni<ettled  problems.  Now,  when  I  say  that  the  general  rate  is  about  $14.75  in 
Michigan — why.  in  some  connties  it  is  much  higher  and  in  others  it  is  much 
lower.  But,  of  course,  the  question  immediately  arises  whether,  in  the  attain- 
ment of  equality  of  taxation  between  railway  corporations  and  other  property, 
railway  corporations  should  be  taxed  uniformly  at  the  average  rate  throughout 
the  State  or  taxed  on  their  property  within  districts  at  the  rate  existing  m  the 
district.     That  is  a  qnestion  that  is  not  yet  settled,  so  far  as  I  know. 

Q.  (By  Mr.  A.  L.  Harris.)  Is  your  present  system  looked  upon  as  being  con- 
stitutional beyond  a  qnestion? — A.  Taxation  of  gross  earnings? 

Q.  The  system  ,\on  have  now  in  Michipan — gross  earnings. ^A.  No  case  has 
ever  arisen  to  test  it.  Perhaps  that  is  the  proper  way  to  put  it.  However,  I 
hesitate  to  talk  law  now.  I  think  there  was  a  cose  there  which  resulted  in  show- 
ing that  this  method  was  legal,  for  in  Michigan  we  do  not  tax  on  the  gross  earn- 
ings of  the  entire  system,  but,  by  the  reports  to  the  railroad  commissioner,  only 
the  earnings  within  the  State  of  Michi^n  are  taxed,  and  for  them  you  must  first 
find  the  earnings  on  local  freight,  which  is  all  credited  to  Michigan,  and  then, 
under  the  rule,  a  certain  portion  of  interstate  earnings  would  be  credited  to  Mich- 
igan; so  that  it  is  the  gross  earnings  within  the  State.  And  in  that  way  I  under- 
stand it  is  constitutional.  I  hesitate  to  follow  that  answer  out,  because  I  know 
nothing  about  law. 

Q.  [By  Mr.  Kennedy.)  When  you  finished  reading  your  paper  you  said  yon 
had  2  or  3  observations  to  make.— A.  That  has  all  been  presented  in  this  discuB- 
Bion.  I  was  going  tn  snbmit  S  reasons  whv  it  seemed  to  me  it  might  be  well  for 
Congress  to  undertake  the  valuation  of  railroad  property:  First,  because  it  wonld 
greatly  assist  in  the  development  of  a  uniform  system  of  State  taxation  of  inter- 
state property:  second,  that  it  is  essential  for  the  intelligent  application  of  the 
theory  of  reasonable  freight  and  passenger  rates;  third,  it  would  enable  the  roads 
to  supply  what  now  they  can  not  supply  from  their  accounts,  and  in  that  way  an 
annual  statement  of  their  property  under  the  prescribed  clasEifications,  That 
was  what  I  had  reference  to. 

^.  There  are  some  other  topics,  I  presume,  which  you  have  in  mind,  nnon 
which  to  give  information  to  the  commission — pooling,  combinations,  and  so 
on? — A.  If  the  commission  wishes  to  hear  anything  more,  I  should  like  to  say  a 
wordupon  the  necessity  of  more  perfect  controlby  the  Federal  Government  of  the 
accounts  of  railways.  It  is  fairly  easy  to  get  up  general  principles,  but  it  is  exceed- 
ingly difficult  to  apply  those  principles.  It  occurs  to  me  that  our  Government  is 
alltne  time  suffering  from  a  lack  of  administrative  intelligence  rather  than  from 
a  lack  of  moral  purpose  or  general  principle.  Now,  a  great  deal  has  been  done 
through  the  agency  of  the  Interstate  Commerce  Commission  to  establish  uniform- 
ity of  r^way  accounts.  When  I  came  into  the  office  of  statistician  there  was 
no  uniformity  of  accounts  either  among  the  railroads  themselves,  or,  what  was 
worse,  among  the  State  commissioners.  We  immediately  got  together  the  State 
commissioners,  and  they  agreed  to  assist  ns  in  working  out  a  uniform  blank  for 
reports.  We  got  together  the  auditors  or  the  chief  accountants  of  the  railways, 
and  they  also  saw  the  desirability  of  nniform  accounting,  at  least  so  far  as  opera- 
tion wa«  concerned,  and  they  assisted  also  in  working  out  a  nniform  systmn  '  f 
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And 


o  far  as  langnage  at  least  can  do,  to  the  conunission  the  nght  to  prescribe 
the  acconntH.  Now,  notwithstanding  ^I  that  and  aa  mnch  as  has  been  done  in 
that  direction  nenally  throagh  the  assistance  of  the  railroad  officials  themselves, 
it  is  nevertheleBH  true  that  we  have  never  exercised  any  coercion  upon  the  roads, 
at  least  to  any  great  extent,  and  that  it  has  been  fonnd  verydifflcnlt  to  go  further 
in  the  direction  of  nniformity  of  accoanting  than  the  operating  acconnts.  It  has 
Hcemed  to  qnite  a  nnmber  of  those  with  whom  I  have  talked  upon  this  anbject 
that  it  might  be  advisable,  recognizing  the  pnblic  character  of  the  railway  iudus- 
ty,  as  it  is  recognized  in  law  and  in  practice  in  this  country,  to  establish  a  burean 
of  statistics  ana  accounts  and  establish  something  of  the  relation  between  that 
bureau  and  the  railways  that  now  eiists  between  the  Comptroller  of  the  Cur- 
rency's office  and  the  bants.  Again  the  question  of  administration  comes  in  and 
that  IS  the  difflcnlt  point:  but  from  the  point  of  view  of  desirability,  general  desira- 
bility, there  can  be  no  question,  it  seems  to  me.  if  the  Interstate  C<)mmerce  Coni- 
mission  and  the  State  commiBsions  are  to  perform  the  duties  imposed  upon  them, 
tliat  they  must  have  access  at  first  hand  to  the  books  of  the  companies;  for  each 
of  those  commissioners  is  in  a  sense  the  director  representing  the  public  interest 
in  those  corporations,  and  they  ought  to  have  a  voice  in  the  administration  of 
those  propertiee  in  very  mnch  the  same  way.  That  is  one  of  the  snggestions,  a 
mere  suggestion — that  I  thooght  might  be  wise  to  have  iu  the  records  ofthis  com- 
mission, as  a  matter  that  was  at  least  worthy  of  the  serious  attention  of  people 
who  are  investigating  the  subject  of  railway  transportation. 

I  might  add  that  at  the  St.  Louis  convention  of  State  railroad  commissioners — 
by  rather  a  close  vole,  it  is  true— that  the  policy  was  approved,  but  it  was  not 
carried  any  further.  There  are  a  great  many  points  of  detail  in  connection  with 
^.., ._  _.  ,  __.,.__..  ..  .._(  J  ^.  =  _.L.  __,__  ._   ^_. ,,_,__  .._. 


railway  reports  and  raUway  accotmts  that  I  might  refer  to,  but  possibly  that 
would  go  too  far  into  the  details  of  operating, 

Q.  (By  Mr.  Fahquhah.)  Can  you  state  some  of  the  objections  of  the  railroads 
to  the  unrestricted  inspection  of  their  accounts  as  interstate  commerce  roads  by 
the  Interstate  Commerce  Commission  officers? — A,  I  suppose  the  moat  common 
objection  would  be  that  they  can  not  trast  the  pnblic  officials  when  they  get  hold 
of  them.  I  supiwee  that  is  where  the  shoe  pinches,  and  that  is  a  pretty  serious 
objection.  And  I  suppose  they  feel,  too,  naturally,  that  they  know  more  about 
tbeir  accounts  than  anybody  else  and  it  would  be  something  of  an  invasion  of 
their  rights,  Tbey  might  also  fe<^  to  aomeextent  that  this  would  lead  to  the  dif- 
fusion of  secrets  of  administration.  I  know  that  that  was  true  in  the  case  of  the 
lake  carriers  when,  in  connection  with  the  last  census,  an  investigation  of  the 
lake  traffic  was  undertaken,  and  on  some  of  the  boats  they  had  acconnts  of 
eipenses  and  experiments  that  they  were  making  that  they  did  not  wish  to  make 
public,  and  we  could  easily  understand  why  that  was  true.  And  then,  too,  it  is 
also  said  by  the  railroad  men  that  the  same  rule  of  accounting  does  not  apply  to 
all  com^tions.  But  in  answer  to  that  we  must  recognize  that  mnch  of  the  diffi- 
culty in  understanding  public  accounts  arises  from  the  great  diversity  in  railway 
contracts,  and  the  great  advantage  of  onifonuity  of  accounts  is  that  after  a  per- 
son has  gone  to  the  trouble  of  studying  in  detail  the  accounting  of  one  system, 
he  has  the  accounts  of  the  entire  system  in  the  United  States  at  his  disposal  and 
he  can  understand  them;  whereas  now,  tbeie  being  no  guaranty  of  uniformity, 
a  man  can  never  tell,  even  though  he  is  acquainted  with  a  system  of  accounting, 
'  by  looldng  at  a  total  what  that  total  means.  The  chief  advantage,  as  I  see  it,  in 
a  uniform  system  of  accounts,  properly  supervised,  is  that  every  item  in  the 
account  is  defined  by  statute  or  defined  by  an  administrative  role  of  the  body  or 
the  office,  so  that  when  they  see  a  total  they  know,  without  going  through  all  the 
mass  of  figures,  what  that  total  means. 

Q,  Does  not  your  Interstate  Commerce  Commission  now  demand  nniformib^ — 
A.  We  do;  we  demand  uniform  reporting;  and,  of  course,  the  law  gives  the  right 
for  us  to  ask  for  special  information;  but  that  is  quite  a  different  thing  from  & 
regular  established  system  of  inspectors  who  shall  see  that  the  books  of  the  rail- 


ways are  kept  in  conformity  to  the  principles  laid  down, 
.   (By  Mr.  Clarke,)   Has  any  bill  been  introduced  in  i 
uniformity  that  you  recommend? — A.  I  think  not.     It  is  found  in  the  recom- 


mendations of  the  commission  in  several  of  their  reports,  but  no  bill,  so  far  as  I 
know,  has  been  introduced. 

Q.  (By  Mr.  Kennedy.)  I  would  like  to  ask  you.  If  you  are  through  with  that 

subject,  whether  you  believe  the  question  of  pooling  is  as  live  a  question  to-day 

as  it  was  a  few  years  ago,  and  whether  it  has  not  become  an  obsolete  question? — 

A,  I  hesitate  very  greatly  to  answer  any  question  on  pooling,  for  I  have  not  fol- 
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lowed  the  argnmentB  right  up  to  date.  Bnt  if  you  will  allow  me  to  speak  gen- 
erally on  that  subject,  I  Bhould  say  that  probably  the  present  tendency  toward 
contractual  consolidation  is  in  part  due  to  the  iuaoility  of  the  roads  to  pool.    So 


tnnch  would  seem  to  me  to  be  correct.  And  of  course  the  practical  conclnsion 
of  that  is,  if  that  be  true,  that  Government  control  over  these  great  consolidations 
is  just  as  important  as  increased  Qovemment  control  bad  Congress  seen  wise  to 
le^ize  pools.  Therefore,  if  I  was  going  to  suggest  what  the  line  of  wide  lecisla- 
tion  might  be,  1  shonld  say  that  provision  ought  to  be  taken  for  special  grades  in 
the  case  of  theae  great  proi^rties. 

Q.  (By  Mr.  A.  L.  Hakkis.)  As  the  statistician  of  the  Interstate  Commerce 
Commission,  do  you  think  that  it  is  advisable  to  have  reports  from  express  com- 
panies as  well  as  other  common  carriers? — A.  Yes*  yon  will  find  that  as  a  recom- 
mendation in  the  last  seven  reports,  1  think.  Most  certainly.  The  express 
companiesought  to  be  anbiected  to  the  same  Bohemeof -reporting  as  the  railways, 
and  on  that  matter  also  I  snould  say  that  the  private  companies  that  furnish  cars 
to  railroads  and  receive  from  railways  a  rental  j>er  mile— those  companies  also 
ought  to  be  brought  undertbeanpervision, at  least  so  far  as  reports  areconcemed, 
of  the  InteT8tat«  Commerce  Commission. 

Q.  (By  Mr.  Farijuhar,)  To  yonr  knowledge  are  there  many  of  these  car  trusts 
now? — A.  Do  you  mean  companies  owning  private  cars? 

Q.  Yes;  companies  that  own  the  cars, — A.  Sofaras  privatecarsareconcemed. 
there  are  immense  nambersof  them;  yes.  I  think  the  rental  that  is  paid  amonnts 
into  the  millions  for  those  private  cars.  We  have  a  list  of  them  in  the  office;  it 
is  a  long  list.  And  if  any  property  is  still,  laying  aside  and  not  used,  it  is  not 
usually  the  property  of  the  private  car  companies. 

Q.  Are  there  any  companies  now  that  have  bnilt  care  and  have  rented  them  to 
the  roads,  as  they  did  to  the  Erie  road  several  years  ago? — A.  You  mean  what  is 
called  the  equipment  trust  obligation? 

Q,  Yes. — A.  There  is,  but  it  is  gradually  disappearing.  The  better  roads  are 
owning  their  own  cars  or  else  they  ai-e  renting  from  (Mrties  outside  who  own 
them,  on  a  mileage  basis.  These  equipment  trust  obli^tions — a  companv  took 
over  a  car  and  used  it  as  its  property,  and  then  at  the  end  of  the  year  it  paid.  S  per 
cent  of  the  value  of  the  car  and  2  per  cent  for  an  annuity,  just  lise  buymg  a  sew- 
ing machine  on  the  installment  plan. 

Q.  (By  Mr.  Kennedy.)  I  would  like  to  ask  yon  if  you  have  any  views  you 
would  care  to  submit  upon  the  question  of  the  desirability  of  enlarging  the  powers 
of  the  liiterstate  Commerce  Commission  or  of  vitahzing  the  powers  it  was  sup- 
J  ..^  1 I.- J  _i.^_  ^.  — g  gj,gj  created?— A.  Yes;  I  have  some  very  strong 

mission  with  them? — A.  It  aeems  to  me  that  it  is 
.mission  and  assign  to  it  a  certain  task  and  then  not 
„ ___  _o  perform  that  task. 

Q.  (By  Mr.  Clarke.)  In  case  the  Government  should  take  over  the  roads  some 
time  or  other  and  own  them,  do  you  think  the  basis  of  appraisal  that  yon  tiave 
adopted  in  Michigan  would  be  substantiuUy  correct  for  allowing  te  the  present 
owners  of  the  road  their  portions?— A.  I  am  inclined  to  think  that  it  would,  and 
in  answering  that  statement  I  am.  reminded  of  the  condition  of  the  charters  for 
all  the  French  lines  and  aU  the  Belgian  lines  and  also  of  the  method  that  the 
Prussian  Government  followed  at  the  time  that  it  bought  its  roads.  In  the  char- 
ters granted  the  great  companies  in  France  there  is  this  provision;  First,  that  at 
the  expiration  of  the  charter  the  road  becomes  the  property  of  the  State  by  the , 
payment  for  the  rolling  stock  without  payment  for  the  right  of  way  or  the  con- 
nections; second,  that  if  before  the  expiration  of  the  charter  the  Qovemment 
desires  to  take  over  the  roads  it  can  do  so  by  the  payment  of  an  annuity  for  the 
unexpired  term  of  the  charter  equal  to  the  average  net  earnings  of  the  T  years 
preceding  the  date  at  which  the  road  is  taken.  That  means,  then,  that  the  valua- 
tion of  the  French  roads  are  practically  that  the  purchase  or  condemnation  uf 
them  by  the  Government  rests  upon  the  basis  of  net  earnings  of  the  road  for  the 
7  years  previous  to  the  time  that  the  operation  is  carried  through. 

Prussia  purchased  her  roads  at  the  time  of  or  shortly  after  the  panic  of  18TX. 
when  stocks  were  down,  and  she  made  a  careful  estimate  of  the  earning  capacity, 
which  was  accepted  by  the  Prussian  roads.  Now,  this  scheme  is  entirety  in  har- 
mony with  those  principles.  It  rests  upon  the  fundamental  tinith  Chat  the  value 
of  property  is,  all  things  considered,  what  it  will  bring;  that  is,  what  income  it 
win  give.    I  see  no  other  way  of  getting  at  it  than  some  such  way  as  this. 

Q.  (By  Mr,  Kennedy.  )  Do  yon  desire  these  to  be  returned  to  you?  Could  you 
furnish  one  aud  put  it  in  the  testimony  at  the  proper  place?— A,  Yes;  I  could  do 
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<j.  (By  Hr.  A.  I>.  Harris.)  Is  fnmishmg  a  Himple,  g. 

roads  if  yon  can.    The  name  of  th ' ~'  " 

Southeastern  Railroad? — A.  That  '\& 

fnttirdtate  Commerce  CommiaHion.    That  happened  t 

(TeetimoDy  closed.) 


Washisiiton,  D.  C,  F^brwxrye,  1901. 
TE8TIM0HT  OF  KS.  JOHX  W.  BKTAST, 

Secretary  Steamboat  Captaiat  and  Ownem'  Excltange.  Xew  Orleans. 

The  commisaion  met  at  11,08  a.  m.,  Mr.  A.  L.  Harrui  presidinK.  At  that  time 
Mr.  John  W.  Bryant,  river  reporter  of  the  Daily  Stales,  and  Htcretary  of  the 
Steamboat  Captains  and  Owners'  Exchange,  New  Orleans,  La.,  wae  introduced 
>  as  a  vritnesa.  and,  being  "Inly  sworn,  testified  as  follows; 

Q.  (By  Mr.  Kennedy.)  Will  you  please  give  your  name  and  address? — A.  My 
name  ie  John  W.  Bryant,  New  Orleans,  Iia.  I  am  the  rivei'  reporter  of  the  New 
Orleans  Daily  States  and  secretary  of  the  Steamboat  Captains  and  Owners' 
Exchange,  New  Orleans. 

Q.  Have  you  in  yonr  mind  the  order  in  which  you  would  lilio  to  discuss  the 
topics  which  you  are  aware  the  commis-sioii  would  like  to  get  information  from 
yon  upon? — A.  Yes.  I  would  like  to  make  a  little  introduction  first.  I  have  this 
in  mind  to  say;  It  has  been  perhaps  boastingJy  asserted  upon  more  than  one  occa- 
sion that  while  the  trafBc  by  railroad  ha.^i  been  rapidly  increasing,  that  bv  the 
river  is  correspondingly  decreasing,  and  it  is  believed  hy  some  that  the  railroad 
has  already  practically  displaced  the  steamboat:  hut  neither  of  these  propositions 
is  correct.  It  is  true  that  there  has  been  s  partial  divf  rsion  of  traffic  from  local- 
ities, while  at  other  places  there  remains  perhaps  as  much,  and  maybe  more, 
traffic  than  ever  before,  and  all  this  where  the  railroads  parallel  and  cross  the 
navigable  streams.  "The  annual  report  of  the  United  States  supervising  inspect- 
ors snows  that  there  are  more  steam  vessels  on  the  Mississippi  River  and  tributar- 
ies t»>-day — last  year  and  the  year  previous — than  ever  before.  It  has  been  pointed 
out  that  there  ia  a  loss  of  through  trafBc  from  such  important  points  as  St.  Louis, 
the  Ohio  River,  Mempliis,  and  Vicksburg  to  New  Orleans.  But  why?  Not  alto- 
gether because  of  the  railroad  or  any  decided  prefi-rence  for  that  means  of  trans- 
portation, but  by  reason  of  causes  we  are  afraid  the  remedying  of  which  is  far 
renroved.  Of  course  the  railroad  commands  business,  and  what  it  legitimately 
commands  has  never  yet  and  never  will  seriously  cripple  the  steainbout,  but  it  is 
its  illegitimate  methods  that  ai  e  hurting  the  steamboat,  the  only  rival  they  can 
never  hope  to  control,  the  only  investment  that  can  never  be  absorbed  or  man- 
aged by  trusts  or  syndicatea.  In  face  of  a  Federal  law  intended  eipressly  to  pro- 
hibit it,  the  railroad  fixesandmaintains  unremunerative  rates  at  river  points  while 
exacting  maiimnm  rates  at  intermediate  points  away  from  the  river.  In  doing 
this  it  actnally  makes  the  producer  at  the  interior  noncompetitive  points  pay  for 
losses  resulting  from  its  efforts  to  cripple  and  drive  <mt  its  river  competitor,  an 
advanta)^  ana  a  policy  which  can  never  prevail  i>n  the  river  as  long  as  the  indi- 
vidual right  exists  to  build  and  operate  a  steamboat, 

0.  That  is  what  you  mean  by  lUepitimate  methods,  is  it?^A.  Yes.  The  only 
remedy,  however,  for  this  injustice  being  suffered  by  a  less  favored  com- 
munity of  interests  is  in  the  literal  enforcement  of  the  fourth  section  of  the 
interstate-commerce  law.  Not  fearing  this  law.  because  of  their  having  alw-ays 
charged  more  for  the  longer  than  the  shorter  haul,  some  of  the  steamboat  men 
have  expressed  a  willingness  to  be  included  in  the  provisions  of  that  law,  pro- 
vided, of  course,  it  is  stnctly  enforced  to  alUarriers  alike.  But  while  this  diver- 
sion has  in  part  served  its  unnatural  purpose,  yet  the  steamboat  survives,  and 
will  as  long  as  there  is  a  channel  in  which  to  run.  Depressed  as  it  now  may  be. 
it  is  a  factor  to  remain  always.  But  the  struggle  is  not  so  much  with  the  rail- 
road as  it  is  because  of  the  conditions  of  navigatiim.  There  is  a  good  and 
profitable  business  carried  by  the  railroad  which  would  go  by  the  river  iiistea<l 
were  it  not  for  the  uncertainties  and  delays  of  navigation.  The  Government  has 
contributed  liberally,  wisely,  and  properly  for  the  improvement  of  navigation. 
Without  it  the  steamboats  might  soon  vanish  from  the  face  of  the  waters.  The 
apiiropriations  have  been  honestly  and  not  wastefully  spent,  but  i^  i^a  f^(|^l|i^t 
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except  in  the  territory  coyered  by  the  Mississippi  River  Commission  the  reaalte 
have  not  been  what  the  Bt«amboat  men  had  hoped  for  or  expected.  Look  at  the 
Ohio  River  last  yeiiT;  except  where  there  were  lock  and  dam  effects,  navigation 
on  that  important  river  woe  entirely  suspended  for  a  season,  with  not  a  Imat  in 
service  on  that  important  waterway.  There  is  the  Missonri  Biver.  The  st«am- 
boat  men  there  will  tell  that  they  have  been  driven  out  of  business,  not  becanse  of 
the  railroad,  but  by  impediments  to  navigatiun,  anmaintained  channels,  the 
gna^  and  bridge  piers,  and  the  withdrawal  of  all  insurance  risks  because  of  the 
too  frequent  losses  on  hulls  and  cargo.  There  is  a  river  from  St.  Louis  to  Cairo. 
Let  there  be  maintained  a  channel  in  that  250  miles  of  distance,  of  9  or  even  8 
feet,  and  he  would  be  prejudiced  indeed  who  would  then. say  the  glory  of  the 
river  had  departed.  And  there  are  the  tributaries,  making  up,  as  they  do,  the 
bulk  of  the  trafBc  that  is  carried  on  the  greater  river.  They  become  so  di^ult 
and  impossible  of  navigation  at  times  as  to  discourage  the  efforts  of  the  most 
hopefnl  and  persistent;  and  it  is  not  ^one  the  shoals  and  bars  which  hinder,  bnt 
the  greater  perils  of  the  snass,  and  of  the  faultily  planned  and  located  bridges 
tiiat  are  allowed  to  be  placed  across  these  navigable  streams,  an  obstruction  ttie 
steamboat  men  think  too  indulgently  and  often  allowed,  in  view  of  the  Govem- 
ment'e  aid  in  behalf  of  these  very  interests  they  imperil.  This  uncertainty,  delay, 
and  danger  of  navigation  justices  insurance  risks  al)  but  prohibitive  in  effect,  • 
resalting  in  actual  losses  to  the  steamboats  in  service  and  tne  consequent  addi- 
tional loss  of  those  in  enforced  idleness.  This  is  the  main  cause  of  what«ver 
decline  there  ma^  be  in  the  tonnage  and  commerce  of  the  river,  the  restriction  in 
operation,  and  discouragement  of  investment. 

Q.  Can  yon  say  how  many  bridges  there  are  below  St.  Louis,  for  instance? — A. 
They  are  being  bnUt  everywhere,  especially  across  the  tribntary  streams,  where 
they  do  more  oarm.  In  the  Ohio  River  the  piers  are  not  only  a  danger,  but  one 
bridge  in  particular  is  so  law  that  during  this  last  lise  steamboats  could  not  pass 
nnder  and  had  to  wait  until  the  water  fell.  I  suppose  that  the  losses  from  the 
bridges  on  the  Ohio  River— and  I  do  not  think  that  the  steamboat  men  wonld 
have  any  difficulty  in  proving  it — have  been  enough  on  that  river  alone  to  pay  tor 
any  bridges  across  it;  and  this  not  counting  the  loss  of  life,  which  has  been  great. 

Now,  m  regard  to  statistics.  It  is  an  impossibility  almost  to  furnish  a  fall 
exhibit  of  statistics  of  the  commerce  on  the  Missiusippi  River,  for  the  simple 
reason  that  nothing  of  the  hind  is  kept.  The  railroads,  of  course,  know  every 
shipment  that  goes  over  their  road.  They  have  reuords  sent  to  headquarters 
from  every  section;  but  the  steamboat  businese  is  not  kept  up  in  that  way.  They 
have  what  are  called  "trip  books,"  in  which  is  entered  the  up  and  down  freight 
of  each  trip,  but  further  than  that  no  record  is  kept;  so  there  is  no  way  of  getting 
at  the  statistics  on  the  Mississippi  River  except  through  some  one  who  has  the 
time  and  the  opportunity  of  going  to  every  boat,  wherever  she  may  be,  and  get- 
ting a  copy  of  the  shipments  from  these  books.  About  a  year  and  a  half  ago  I 
was  askea  to  do  this  service  for  the  piiriM>ses  of  an  article  tnat  was  to  appear  in 
this  volume  I  have  before  me  on  the  riparian  lands  on  the  Mississippi  River,  that 
was  being  patten  up  by  Mr.  Tompkins,  and  I  undertook  to  do  that  work,  but  my 
time  was  limited,  as  were  my  opportunities,  and  there  were  some  boats  I  could 
not  get  to;  so  in  making  it  ud  I  left  these  boats  out  and  made  no  computations  at 
all  except  on  the  copy  I  had.  Some  13  or  15  years  ago,  while  the  river  reporter 
on  the  New  Orleans  Times-Democrat,  I  prepared  a  statement  of  the  commerce  of 
the  river  coming  into  New  Orleans  for  the  2  years  just  before  the  beginning  of 
the  construction  of  the  Eads  jetties  and  for  the  2  years  after  their  completion. 
I  only  did  it  for  my  own  information.  I  had  plenty  of  time.  I  was  at  the  work 
a  whole  year,  copying  the  manifests  of  the  st^mboats.  and,  in  summing  concln- 
sionB,  I  lonnd  that  about  one-third  of  the  traffic  of  the  river  had  been  diverted 
through  the  development  of  the  railroads.  I  gave  that  copy  afterwards  to  the 
UisaisBippi  River  Commission,  and  it  was  published  in  their  annual  report,  and  I 
believe  it  was  the  first  and,  maybe,  only  time  a  statement  of  the  kind  had  been 
pubUshed.  In  the  last  census  report  the  commissioner  stated  that  he  could  not 
get  complete  returns  of  the  commerce  on  the  waterways,  but  he  thought  that 
over  half  of  the  whole  commerce  of  the  United  States  at  that  time  was  carried  on 
vessels.  Some  few  years  ago  the  railroad  interests  concerned  in  the  building  of 
a  bridge  across  the  nver  just  above  Ne*  Orleans  had  prepared,  for  their  own  use, 
statistics  of  the  river.  Of  conrse,  if  there  was  any  coloring  to  it,  it  was  in  favor 
■  of  the  railroad;  and  they  put  down  the  diversion  of  buSnesa  at  34  per  cent. 
Now,  I  have  in  this  book  some  statistics,  prepared  last  year.  If  the  commission 
thinks  it  of  valne.  I  will  copy  it  off  before  I  leave. 

Q.  It  is  just  a  table,  is  it? — A.  Yes.  Itisnotlong.  It  is  a  showing  of  the  com- 
merce of  the  river,  the  tonnage  of  the  vessels,  and  their  values.    I  think  yon 


J.  w.  brtant: — MISSISSIPPI  river  transportation.      389 

woaldlike  to  know  that.  It  is  abort.  Itia  all  condensed  here.  In  tlie  first  place, 
it  sbowij  that  in  the  Byeteia  I  am  speakine'  of.  the  Lower  HiaaitiHippi  River,  tbera 
are  6,228  miles  of  river,  of  which  5,095  miles  are  actually  navigable— that  is,  front 
St.  Lonia  to  tbe  Qalf,  taking  in  the  tribataries  of  the  Mississippi  River.  Now, 
in  the  Censns  Heport  for  tbw  system  the  total  tonnage  of  tbe  commerce  ia  abown 
as  amonnting  to  6,401,203  tons.  The  statistics  I  have  here  show  7,693,998  tons, 
which  is  an  increase  over  tbe  Ceneus  Report  of  1890. 

Q.  For  the  same  period?— A.  Well,  yes.  That  was  for  tbo  year  in  which  the 
cenauH  was  taken,  and  mine  is  for  this  last  year.  They  both  cover  a  year's  bad- 
.  nesa.  I  found  that  189  eteamboats  passed  over  tbe  river  in  that  time,  and  their 
net  tonnage  was  62,314  tons.  They  made  6,312  trips,  tbe  ^oss  tonnage  amount- 
ing to  1 ,590,004  tons,  and  the  valne  of  those  vessels,  which  1  got  from  tbe  owners 
themselves,  was  54,331,000.  Of  barges — that  is.  vessels  withont  steam,  mostly 
towed  by  steamers — there  were  ],63.^,  and  they  made  2,470  trips,  and  their  valne 
is  ^,003,000,  showing  a  total  of  1,834  vessels  in  the  year,  witn  a  net  tonnage  of 
of  1,471,126  tons,  and  a  valne  of  $6,334,000.  This  exhibit  does  not  inclode  the 
vessels  engaged  in  harbor  work;  it  does  not  include  ferries  across  the  river,  nor 
any  of  the  railroad  transfer  boats,  and  it  does  not  include  any  of  the  Oovemment 
stumers.  It  onlj  embraces  vessels  actnally  en^ged  in  commerce.  Tbe  total 
amount  in  tons  carried  on  the  river  from  Cairo  to  New  Orleans  was  4,708,865  tons, 
the  valne  of  which  was  ^,605,763.  The  coastwise  and  foreign  tonnage  from 
New  Orleans  to  tbe  Gnlf  via  tbe  river  amounted  to  2,985,643  tons,  of  a  total  value 
of  $144,704,136,  making  a  grand  total  of  7,693.998  tons,  and  a  total  valne  of 
$889,309,896.  The  principal  commodities  carried  on  the  river  were  613,342  bales 
of  cotton,  166,049  tons  of  cotton  seed,  158,664  tons  of  sugar,  and  444,S89,180  feet 
of  Inmber  and  logs. 

Q.  What  proporiion  of  the  total  did  these  barges  car^? — A.  Leaving  ont  the 
cotton,  seed,  sngar,  and  logs,  I  snp];>08e  the  barges  carriea  about  two-thirds  of  it. 
Here  is  one  item  included  in  this  total— 66,613  tons  of  steel  rails,  or  nearly  3,500 
carloads.  This  was  carried  on  barges,  towed  all  tbe  way  from  Pittahnrg.  3,000 
miles,  down  to  New  Orleans,  and  there  loaded  on  raUroad  ears  to  be  distributed 
along  the  Southern  Pacific  route,  an  argument  in  itself  showing  that  transporta- 
tion nnder  almost  any  condition  is  cheaper  by  water  than  by  riul,  because  if  the 
railroads  conld  have  nandled  it  and  earned  tnat  freight  money  they  wonld  have 
done  so;  but  they  could  not  do  it  so  cheaply,  so  they  sent  it  by  tbe  nver. 

1^.  Can  you  give  an  idea  as  to  how  much  cheaper  the  barges  can  handle  freight 
than  by  rMl? — A.  I  can  answer  that  best  this  way:  The  rate  on  bulk  grain  from 
St.  Louis  to  New  Orleans  by  rail  at  tbia  time  is  tO  cents  a  hundred.  The  rate  in 
barges,  with  all  of  the  difficulties  and  uncertainties  and  delays  of  navigation,  is 
3i  cents.  There  is  a  line  of  barges  that  has  just  been  inaugurated  at  St.  Ix)uis 
which  promises  a  revolution  in  the  towing  line.  They  are  whale  back  bargee, 
built  of  steel.  They  are  of  lighter  draft,  and  instead  of  being  towed  abreast  by 
a  large,  heavy,  eipenaive  t«wboat.  they  are  to  be  towed  tandem  shape  by  a 
smaUer.  lighter,  less  expensive  propeller  boat.  Tbe  manager  of  this  new  line 
asserted  publicly  that  if  assured  of  navigation  between  St.  Louis  and  Cairo  all 
tbe  year,  if  there  was  not  less  than  8  feet  there,  bulk  grain  would  be  carried 
to  New  Orleans  for  2  cents  a  buahel.  Now,  tbe  bulk-corn  export  from  New 
Orieans  last  month  was  nearly  four  and  a  half  million  bushels.  At  the  present 
rates,  by  railroad,  the  freight  on  that  four  and  a  half  million  bushels  of  com 
would  be  $25,300.  At  the  present  rate,  by  river,  it  would. amount  to  $15,750,  a 
saving  in  favor  of  the  river  of  $9,4.'50,  But  with  the  reduction  to  3  cents,  which 
will  come  when  the  navigation  is  improved,  the  saving  would  then  be  $16,200. 
which  would  make  a  difference  of  nearly  two-thirds  in  rates  between  river  and 
rail. 

Q.  What  are  your  return  cargoes  on  bai;ge8  npriver? — A.  The  return  cargo  ia 
imports,  very  largely.  The  import  trade  at  New  Orleans  is  increasing  quite  stead- 
ily. It  also  consists  of  sugar  and  lumber,  but  largely  sugar.  We  have  2  large 
sugar  refineries  in  New  Orleans,  one  of  them  having  a  capacity  of  8.000  barrels  a 
day.    When  the  river  is  open  to  St.  Louis  sugar  is  shipped  in  onantities. 

u.  What  ia  the  difference  between  up  and  down  rateH?^A.  There  is  very  little 
dinerencR.  The  competition  is  so  sharp,  not  only  with  tbe  railroad,  but  among 
tbe  steamboats,  that  tbe  rates  are  pretty  uniform;  they  change  but  very  little. 
The  only  change  that  takes  place  in  river  rates  is  mainly  on  account  of  the  condi- 
tion of  navigation.  When  tbe  river  is  low  and  there  is  trouble  in  getting  over 
ahoal  places  and  time  is  lost,  they  try  to  get  a  Uttle  more;  but  when  the  river  is 
full  the  rates  are  low. 

Hei-e  is  a  good  evidence  of  that,  in  a  statement  made  before  Congress  by  Ur. 
McRae,  member  from  the  Camden  {Ark.}  district,  who,  in  speaking  for  the 
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improvement  of  the  Oachita  Rivet,  said  tbat  when  there  is  navigation  the  rate  on' 
cotton  from  Camden,  700  milee,  to  New  Orleans,  by  river,  ia  $1.25  a  b^e.  When 
the  river  is  down  and  boata  can  not  mu  and  it  goes  by  rail,  which  is  647.5  miles, 
it  ia  $S,10  a  bale.  The  rate  on  flour  ia  So  senta  a  barrel  by  eteamboat,  75  cents  by 
railroad:  the  rate  on  boots  and  shoes,  all  water,  from  Boston  to  Camden,  is  79 
cents  a  hundred;  by  railroad,  $2.03  a  hundred. 

Q.  {By  Mr.  LrrCHMAN.)  Do  they  have  to  break  bulk  on  the  railroad? — A.  No; 
these  rates  are  generally  given  by  the  carload.  That  is  the  general  way  of  givint^ 
the  rates. 

(j.  (By  Professor  Ripley.  )  Is  the  practice  of  classification  coming  into  use  on 
the  river? — A.  It  is  being  generally  adopted  by  steamboats,  because  they  mnst 
follow  railroad  methods,  u  I  remember  correctly,  at  the  time  this  question  of 
the  operation  of  the  fourth  section  of  the  interstate-commerce  law  was  being  con- 
sidered by  the  Interstate  Commerce  Committee,  the  railroads  made  the  plea  then 
for  the  nonenforcement  of  that  section  on  the  ground  that  the  steamboats  fixed 
the  rates  and  they  were  at  the  mercy  of  the  river.  The  steamboats  know  now 
tbat  the  condition  under  that  action  has  been  alto^^ther  changed,  for  it  is  the 
railroad  which  fixes  the  rate  and  the  steamboats  are  altogether  at  the  mercy  of 
the  railroad.  Conditions  hare  changed  greatly,  and  for  that  reason  the  steam- 
boats must  follow  the  methods  of  business  of  the  railroads.  They  have  lio  t^e 
the  railroad  rates,  whatever  they  are.  with  the  insurance  ditferential.  Take  cot- 
ton, for  instance;  The  insurance  differential  on  cotton  is  25  cents  a  bale.  The 
railroads  have  fixed  the  rate  from  Memphis  to  New  Orleans  at  85  cents.  That  is 
the  present  rate,  but  it  has  been  50  cents,  and  as  low  as  30  cents.  Of  conree,  the 
steamboats  could  not  meet  those  rates.  They  can  not  even  tonch  it  now  at  85 
cents,  because,  having  to  allow  the  insurance  of  25  cents  a  bale,  it  leaves  the  rate 
at  60  cents  for  a  carriage  of  HOO  miles;  so  they  let  that  cotton  alone. 

Q.  (By  Mr.  Kennedy.)  That  is  from  what  point?— A.  Memphis.  Natchez  Is 
also  a  railroad  point.  The  rate  there  fixed  by  the  railroad  Is  50  cents,  so  if  a 
steamboat  carries  at  that  price  and  allows  25  cents  for  insurance,  she  gets  bnt  35 
cents;  so  she  does  not  take  a  bale  from  there,  either.  Now,  the  difference  between 
the  raOroad  and  steamboat  is  this:  All  the  way  along  the  river  there  is  no  place 
where  cotton  isoverjl  abale,  and  from  that  it  goes  down  to  50  cents.  It  is  graded 
all  the  way,  but  the  railroad,  while  taking  cotton  from  Memphis  at  85  cents,  at 
noints  away  from  Memphis  they  receive  anywhere  from  (1.50  ap  to  $3  a  bale. 
There  ia  a  point  within  100  miles  of  New  Orleans,  off  from  the  river,  where  they 
get  $2  a  bale  for  cotton.  The  steamboat  in  line  with  that  point  on  the  river  car- 
ries it  for  50  cents. 

Q.  The  railroads,  then,  are  not  observing  the  long  and  short  hani  clause  of  the 
the  Interstate  Commerce  Commission? — A.  No;  that  section  was  auspeuded  by 
the  commission.    They  allowed  its  suspension  at  river  competitive  points, 

Q.  (By  Professor  Ripley,)  In  the  Louisville  and  Nashville  case  originally?— A. 
Yes.  The  Louisville  and  Nashville  were  the  principal  parties  to  it  at  first,  but  it 
has  been  extended  to  all  railroads  alike  where  they  are  in  competition  with 


Q.  What  is  proposed  in  view  of  the  late  decision  of  the  United  States  Supreme 
Court  practically  negativing  the  long  and  short  hanl- clause  of  the  interstate- 
commerce  law? — A.  That,  inasmuch  as  the  several  State  railroad  and  steamboat 
commissions,  notably  in  Texas.  Louisiana,  and  Mississippi,  are  endeavoring  to 
establish  a  proper  reasonable  tariff  at  points  within  the  State,  why  should  the 
interstate  carrier  be  excepted  and  not  held  amenable  to  aiiy  law?  If  the  interstate- 
commerce  lawwas  intended  to  protect  and  promote  commerce, why  should  a  car- 
rier in  an  effort  to  force  or  destroy  a  rival  at  a  competitive  point,  be  justified 
under  that  law  in  exacting  disproportionate  unreasonable  rates  all  along  the  non- 
competitive points  of  its  line?  In  other  words,  if  a  railroad  seeks  to  destroy  or 
cripple  the  steamboat,  why  not  at  its  own  cost,  instead  of  at  the  expense  of  help- 
less communities  entirely  removed  from  such  competition? 

Q.  (By  Mr.  Clarke.)  The  cotton  bale  to  which  you  refer,  I  suppose,  is  the 
ordinary  cotton  bale,  and  not  the  round  hale? — A.  Yes:  the  round  hale  amounts 
to  very  little  so  far  on  the  river.  Out  of  78,000  bales  exported  from  New  Orleans 
in  1  day  recently,  there  were  only  about  4,300  round  bales. 

O.  Do  you  know  whether  or  not  either  the  boats  or  the  railroad  companies 
malie  any  discrimination  in  favor  of  the  round  bale? — A.  I  do  not  know  much 
about  it,  I  do  not  think  they  make  a  discrimination  in  favor  of  it,  because  the^ 
would  rather  handle  the  flat  cotton;  they  can  store  it  better  and  carry  more  of  it 
than  round  cotton.  I  know  that  is  the  case,  particularly  with  exports,  because 
the  steamship  men  have  said  theydon't  like  to  handle  the  round  bales;  they  cant 
put  as  much  cotton  in  a  space  as  flat  cotton;  and  I  would  not  suppose  by  that 
that  they  would  make  any  discrimination  in  favor  of  round  cotton. 
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Q.  Ib  It  not  a  f  (tct  that  the  round  bale  contains  i>raotically  double  the  weight  of 
cotton  that  the  oblonK  bale  does? — A.  No;  it  la  qnit«  the  contrary.    They  reckon 

2  round  bales  to  1  b^  of  flat  cotton. 

Q,  In  it  not  a  fact  that  the  same  space  contains  double  the  weight  in  the  round 
bale  as  compared  with  the  oblong  bale?— A.  Well,  it  takes  3  round  bales  to 
make  1  bale  of  flat  cotton.  I  snppoBe  it  would  not  take  so  much  space  perhaps 
as  the  flat  cotton,  but  flat  cotton  can  be  handled  better,  stored  better  on  steam- 
boats, where  the  height  is  piled  up.  I  suppose  you  have  seen  it.  They  cany 
cotton  out  on  the  guards  10  or  IS  bales  hign — they  almoet  hide  the  boat.  The^ 
conld  not  do  that  with  the  round  cotton.  They  conid  not  hold  it  in  mass.  It 
would  be  liable  ta  tilt  and  capsize  the  cargo  into  the  river. 

Q.  Do  yon  know  what  the  facte  are  concerning  ocean-going  vessels  that  freight 
at  New  OrleanH?— A.  I  know  very  little  about  that. 

Q.  You  are  not  aware,  then,  that  they  make  a  discrimination  in  favor  of  the 
roand  bale7^A.  I  do  not  know  that  at  all.  I  only  gave  you  the  answer  that  one 
Bt«amship  agent  in  New  Orleans  made  to  me;  that  he  would  rather  not  have 
the  round  bales,  because  they  can't  be  stored  like  the  flat  bales;  they  can't  take 
as  many  round  bales.  That  is,  they  can't  store  them  as  compactlj'  in  the  same 
space  as  the  flat  hales.  I  snppoee  you  have  seen  the  difference  in  size  between 
the  compressed  and  the  original  bale.  They  will  iust  screw  that  in  a  solid 
mass,  almost.  They  can't  do  that  with  the  round  bale.  There  are  vat^nt  spaces 
in  between  they  can't  screw  together  at  all,  but  the  flat  bales  can  be  screwed 
into  a  compact  mass.  , 

Q.  (By  Mr,  LiTCHifAN,)  That  is  double  the  weight,  then,  is  it  not;  Sroundbalee 
is  equivalent  in  weight  to  a  flat  bale?— A.  It  is  1  flat  bale  to  2  ronnd  bales. 

3.  Well,  is  not  that  asaving  of  spaceto  that  ertent? — A.  They  can't  store  it  so 
1.  If  you  take  a  lot  of  boxes  and  pile  them  up  in  that  comer  there,  you  can 
make  a  solid  mass  of  them,  but  you  can  not  so  pile  up  barrels. 

Q.  Do  not  2  ronnd  bales  of  cotton  weigh  more  than  a  square  bate? — A.  No;  you 
have  just  the  same  weight.    It  is  generally  rated  2  round  bales  to  1  flat  hale. 

Q.  There  is  nothing  to  gain,  then,  in  the  movement  of  cotton  by  the  round-l>ale 
proceB8?^A,  Of  course,  the  argument  in  favor  of  the  roand  bale  is  that  it  ia  lews 
liable  to  take  fire,  less  snscepticQe  of  damage.  The  flat  bale  is  very  much  exposed, 
and  they  put  very  cheap  bagging  about  it,  and  not  enough  ties,  and  the  cotton  is 
more  eii>osed  to  fire,  damage,  and  waste. 

Q.  (By  Mr.  A.  L.  Harris.)  Have  the  freight  rates  heretofore  been  regolatcd  by 
space  or  weight  on  steamt»at8?^A.  Well,  they  have  not  been  regulated  by 
weight,  becanse,  up  to  recently,  the  steamboats  carried  freight  by  package  and 
by  measurement.  If  it  was  a  oarrel  of  flour,  or  a  barrel  of  beans,  or  a  barrel  of 
potatoes,  it  was  carried  at  so  much  a  dry  barrel;  molassoEi,  vinegar,  whisky,  oils, 
at  BO  much  a  wet  barrel,  and  bozed  goods  at  bo  much  a  box.  Lai^  caKei4  and 
crates  and  casks  were  measured  and  carried  b^  the  foot.  But  now.  since  the 
adoption  of  the  railroad  methods,  they  are  carrying  it  all  by  weight. 

Q.  (By  Mr.  KENNEDY,)  Have  there  been  any  attempts  at  regulation  of  rates  on 
the  river,  or  is  it  competition  altogether? — A.  No;  no  attempt  at  regulation,  be- 
canse  it  is  simply  an  impossibility.  Take  New  Orleans,  for  instance;  theroare30 
steamboats  that  are  owned  and  operated  out  from  New  Orleans.     There  are  only 

3  lines  there,  one  of  these  linos  owns  8  boats,  which  have  nothing  to  do  wilh  any 
of  the  other  boats.  Then  there  is  another  line  which  operates  boats  in  Red  River, 
owning  0  or  7  steamers,  and  they  have  nothing  to  do,  practically,  with  the  other 
boats.  And  there  is  another  line  which  owns  4  boats.  That  makes  3  lines  own- 
ing 18  boats.  The  other  IT  are  individaally  owned  and  operated,  with  no  con- 
nection with  the  other  lines  in  any  manner,  shape,  or  form,  so  there  is  no  attempt 
at  regulation  there,  and  there  can  not  be.  If  all  those  boats  would  go  into  I  line, 
they  would  have  just  the  name  experience  over  again,  aa  in  other  cases  where 
attempts  were  made  to  control  a  trade — somebody  outside  having  a  boat  would 
think  it  a  good  place  for  him  to  get  in,  and  the  combination  woold  be  off. 

Q.  No  attempts  at  combination? — A.  There  was  an  attempt  made  some  years 
ago  by  steamboat  men  to  get  all  the  stoaniboats  from  Memphis  to  New  Orleans  to 
consolidate,  but  it  was  ^ven  up.  They  could  not  get  them  to  agree  to  it  at  all — 
it  waa  just  an  impossibility.  It  was  like  the  remark  said  to  have  been  made  by 
Commodore  Vanaerbilt  to  the  president  of  a  great  s1«amboat  line,  who  went  to 
New  York  to  get  Ur.  Vanderbilt  interested  in  theline.  He  asked  jast  one  ques- 
tion; "Do  you  own  the  track?"  "No."  That  ended  the  negotiation.  That  ia 
the  condition.     Nobody  owns  the  river,  nor  the  trades,  and  I  suppose  never  will. 

Q.  Wdl,  are  any  lines  owned  by  railroads,  or  operated  ^  them  or  for  them? — 
A.  No;  there  ia  no  railroad  ownership  that  I  know  of.  llie  only  Investment  I 
know  of  the  rsUroads  having  made  was  in  the  purchase  of  an  intoreet  in  a  line  of 
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boats  out  from  St.  Louis  a  few  years  ago:  but  the  line  k  no  longer  in  existence, 
and  that  ownership  was  not  pnblicljr  known. 

tj.  (By  Mr.  A.  L.  Hahris.  )  That  is  one  line  of  transportation  that  is  owned  and 
controlled  by  the  Government? — A.  Yes;  in  the  interest  of  the  people. 
'  Q.  (By  Mr.  Kennedy.)  Is  there  a  surplos  of  boats  on  the  river  at  the  present 
time? — A.  No.  As  I  sa^,  there  is  too  much  trouble  and  loss  in  navigation  to 
encourage  investments  m  that  kind  of  property.  There  was  the  Ancoor  Line, 
running  from  St,  Louis  to  New  Orleane^about  the  finest  line  of  steamboats  we 
ever  had  on  the  UiBsissippi  River.  One  year  every  one  of  their  boats — and  they 
were  very  large  and  expensive  boats — was  idle  for  7  months.  They  did  not  torn 
a  wheel— not  from  want  of  patronage,  but  because  of  interrupted  navigation. 
Such  enforced  idleness  wonld  destroy  any  basineas.  There  are  a  great  many 
boats  on  the  Ohio  River,  and  more  tonnage  is  canied  on  that  river  than  all  tho 
other  rivers  in  the  Mississippi  Valley  together.  There  was  a  time  qnite  recently 
that  there  was  not  a  single  steamboat  running  because  of  interrupted  navigation. 
There  was  5  feet  7  inches  in  the  lock  and  dam  sj'stem  of  the  river,  and  only  1  foot 
8  inches  of  water  at  other  places  in  the  river. 

Q.  Was  there  ever  a  time  when  there  was  a  surplus  of  boats  in  traffic  season, 
when  the  water  was  at  proper  depth?— A.  Well,  just  after  the  war,  and  for  some 
time  after,  there  was  a  surplus  ri  boats;  but  there  is  not  now.  (M  course  there 
are  new  boats  building  all  the  time.  When  boats  are  lost  or  placed  out  of  serv- 
ice they  are  replaced. 

Q.  Can  you  tell  as  something  about  the  cost  of  boats,  the  size,  and  insurance 
rates?— A,  The  cost  of  a  boat  varies.  It  depends  a  good  deal,  in  the  first  place,  on 
the  ideas  of  the  man  building  it.  Some  men  build  ocats  more  costly  than  others, 
in  different  ways.  Then  it  depends  a  good  deal  on  the  trade  it  is  built  for.  But 
the  cost  runs  anywhere  from  $30,000  up  to  $100,000.  There  is  no  fi:dng  npon  any 
particular  price.    It  depends  on  conditions. 

Now ,  the  insurance  that  steamboat  men  speak  of  as  being  so  prohibitory  in 
effect,  is  that  on  hulls,  which  runs  anywhere  from  8  to  18  per  cent.  It  is  as  high 
in  some  tributary  trades  as  18  per  cent,  and  it  is  kept  at  that  figure  for  the  reason 
that  the  navigation  is  considered  dangerous.  There  are  no  rocks  in  hardly  any  of 
the  streams,  bnt  it  is  the  sna^that  accumulate  there  all  the  time.  They  ai-e  not 
always  removed  properly.  The  Government  approDriates  the  money  for  that 
work,  but  we  do  not  think  the  service  is  as  eifficiently  rendered  as  it  might  be. 
The  taronble  is  they  generally  commence  operations  too  late.  They  wait  until  lie 
river  gets  too  low,  and  oftentimes  before  much  work  can  be  done  the  snagboats 
have  to  quit  because  of  the  low  wat«r.  And  sometimes  the  snags  removed  are  depos- 
ited along  tho  banks.  The  next  rise  picks  them  up,  and  they  get  back  into  the 
(diannels  and  cause  destruction.  And  then  another  element  in  the  insurance  rates 
is  the  bridges.  I  have  never  heard  a  steamboat  man  yet  object  to  bridges.  They 
Imow  bridges  must  be  built  across  the  rivers  and  they  do  not  oppose  them,  bnt 
they  do  object  to  the  manner  in  which  they  are  often  built  and  located  and  made 
a  menace  to  life  and  property.  There  is  no  question  about  it  at  all.  I  do  not 
know  any  steamboat  men  who  would  willfully  tie  up  and  say  they  oould  not  get 
by  the  piers  at  times,  unless  there  was  a  danger;  and  I  do  not  think  they 
would  mn  into  a  bridge  just  simply  ta  prove  the  bridge  dangerous.  We  have  the 
delays  in  passing  these  bridges,  and  we  have  accidents  and  lossess,  and  we  believe 
the  Government  should  be  a  little  more  considerate  of  the  river  interests  and  less 
indulgent  of  those  of  the  railroad,  and  not  disregard  entirely  the  interest  of  navi- 

Stion  or  impair  it.     There  is  hardly  a  bridge  proposed  that  the  steamboat  men 
not  have  to  go  and  fight  for  their  interests.    And  then  they  are  put  down  as 
kickers,  as  trying  to  oppose  the  railroads  crossing  the  rivers. 

Q.  Are  there  any  of  the  fine  passenger  boats  on  the  Mississippi  River,  like  those 
before  the  war  or  just  after  the  war?— A.  Well,  the  methods  of  business  on  the 
river  have  changed.  People  who  live  on  the  river  now,  or  travel  on  the  river,  don't 
see  those  great  fine  boats  passing  as  before.  Many  tliink  it  is  because  there  is  no 
longer  the  business.  In  the  days  of  those  greater,  finer  steamboats,  the  bulk  of  the 
traffic  was  carried  from  St.  LouistoNewOrleans,  and  from  there  distributed  Vack 
up  to  local  points  along  the  river,  but  now  the  bulk  of  the  traffic  which  goes  from 
8t.  Louis  is  distributed  at  these  points  direct.  A  boat  now  carrying  1,600  to  1.800 
tons  of  freight  will  put  out  1.20U  tons  of  it  before  ^he  gets  to  New  Orleans,  going 
into  New  Orleans  probably  with  a  third  of  a  load.  But  the  greatest  change  is  in 
this;  The  railroads  will  cajry  freight,  for  instanue,  to  Memphis,  to  Vicksburg,  to 
Natchez,  and  Baton  Rouge,  and  at  each  of  those  places  are  established  local  unee 
of  packets,  which  carry  the  freight  up  and  down  from  those  places,  so  that  instead 
of  the  through  traffic  as  before,  it  has  become  largely  local.  The  traffic  is  on  the 
liver  just  the  same,  but  it  has  changed  altogether  in  diatribution.  .  Before,  this 
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timo  I  Hpealc  of  there  were  none  of  these  local  packetB  at  all.     VickHburg  did  not 

rr*te  boats  up  and  down  the  river,  nor  did  MemphiB,  except  thoBe  running  to 
White  and  Arkansas  rivers.  Now.  at  Natchez  there  are  two  lines  of  st^m- 
boats  where  there  was  none  before.  One  line  mns  from  Natchez  up  to  Vicksbui^, 
and  the  other rons  from  Natchez  to  Bayou  Sara, and  iuateadof  the  through  boats 
handling  that  traffic  and  travel,  it  ia  largely  done  hy  local  boats. 

Q.  (Bv  Mt.  Farquhar.)  Have  you  any  line  of  passengers  from  St.  Louis  to 
New  OrleanB? — A.  There  are  only  two  boats  runnmg  throngh,  bnt  they  lose  so 
much  tjine  on  their  trips  they  do  not  carry  many  pasaengers.  The  same  is  to  be 
said  abont  the  Cincinnati  and  New  Orleans  boats. 

Q.  Ib  the  Anchor  Line  still  in  eiifltence? — A.  No. 

Q.  What  fscilitieH  have  you  in  New  Orleans  there  for  the  transfer  of  grain  from 
barges  to  ocean-going  ships? — A.  Well,  we  have  them  nearly  perfect.  We  have 
2  KystemB  there.  For  instance,  there  is  the  Stuyvesant  wharf.  It  was  built  by 
the  Dlinois  Central  Railroad.  It  has  a  very  large  modem  elevator,  and  another 
is  building,  to  cost  a  million  dollars.  The  Teias  and  Pacific  road,  across  the  river, 
nearly  opuoeite  the  Stuyveeant  wharf,  has  a  large  elevator,  and  is  building  an 
additional  one;  for  the  bulk  grain  basiness  of  New  OrleanB  is  increasing  more 
rapidly  than  at  any  port  in  the  United  States.  In  fact  we  are  the  second  port  now 
in  import  and  export  values.  There  is  aJso  a  large  elevator  at  Southport.  At 
Chalmette  there  is  a  very  large  elevator:  and  then  we  have  barges,  that  is.  hnlls, 
with  elevators— movable  elevators.  We  have  both  methdds  and  they  are  very 
complete.    There  is  never  any  delay  there  at  all  in  the  transfer  of  grain. 

Q.  Is  there  any  complaint  about  the  condition  of  groin  coming  from  whaleback 
barges?— A.  No. 

Q.  Was  there  any  complaint  under  the  old  barges? — A.  No.  There  has  been 
some  talk  away  from  homeof  the  grain  not  being  delivered  in  good  condition,  bnt 
that  hoB  been  exploded  officially  and  positively  oy  all  authorities  connected  with 
the  export  of  grain.  We  had  a  case  tnere  some  years  ago.  A  ship  loaided  with 
balk  grain,  in  passing  out  of  the  mouth  of  the  river,  got  aground  and  was 
detained  there  some  time,  and  it  was  during  the  hot  weather.  It  was  thought 
then  that  that  was  aboat  as  good  a  test  of  the  grain's  condition  an  conld  be  had. 
The  ship  had  to  return  to  be  docked  and  repaired  and  was  unloaded.  When  the 
grain  was  taken  out  it  was  found  in  just  the  same  sound  condition  as  when  it 
went  in.  There  is  nothing  in  that  at  all.  There  is  no  damage  to  grain  handled 
in  our  climate. 

Q.  Is  flour  carried  down  to  New  Orleans  and  shipped  to  foreign  countries? — A. 
■""".    Flour  exports  are  increasing. 

.  Do   you   know   what  countries,  principally,  breadstoffs  go   to  from  Hew 

jans? — A.  Most  everywhere. 

I.  Have  yon  any  Central  American  trade  from  there? — A.  Yea. 

Q.  Where  does  the  flour  go  to,  the  West  Indies  and  Central  America? — A.  Cen- 
tral America  and  Havana  get  the  bulk  of  it.    A  good  deal  goes  to  Europe. 

Q.  (By  M.r.  Kennbdt.)  Did  you  state  what  innuences  determine  the  minimum 
rates— the  lowest  rates  on  the  river?— A.  That  is  the  only  rate  that  prevails  now- 
minimum  rate — and  it  is  just  as  low  as  it  can  be. 

Q.  You  said  that  was  forced  by  the  railroads? — A.  Yes;  that  has  been  forced  by 
the  railroads,  because  we  either  had  to  take  it  at  the  railroad  rate,  or  as  near  to 
it  as  we  could  get,  or  else  not  get  the  freight.  When  a  boat  makes  a  low  rate  to 
any  point  that  rate  affects  much  of  the  distance  that  boat  goes  over.  We  can  not 
charge  25  cent«  on  a  barrel  of  flour  to  one  point,  for  instance,  where  it  has  a  rail- 
road, and  then  get  40  or  50  cents  to  another  nonrailroad  point.  We  can  not  do  it: 
the  conditions  will  not  allow  it.  We  would  like  to  do  it.  If  we  could  do  an  a 
raUroad  does,  we  would  not  then  care  if  there  was  or  was  not  an  interstate- 
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Q.  Is  the  navigable  season  more  irregular  and  shorter  than  it  was  23  or  30  years 
ago? — A,  Yes;  and  we  think  that  is  due  principally  to  the  denuding  of  the  for- 
ests. The  water  now  comes  down  in  the  shaxM  of  IrerihetK.andit  passes  off  quicker. 
It  forms  In  less  time  and  passes  off  quicker.  And  then  another  cause  of  that  down 
ill  the  lower  part  of  the  river  is  the  levee  system.  Before  the  system  was  what 
it  is  now  there  were  large  basins,  and  the  river  would  overflow  and  fill  up  all 
those  great  swamps,  and  the  water  wonld  lie  there  and  gradually  drain  back  into 
the  river,  and  it  would  prolong  the  rise.  But  now  that  bas  all  been  leveed  either 
by  the  railroads  or  by  the  people  themselves,  and  all  that  water  is  confined  in 
the  river,  so  it  is  in  the  same  condition  in  the  lower  end  of  the  river  as  in  the 
upper  end  where  the  rises  come  from.  Our  freshets  come  mainly  from  the  Ohio 
tuver.  We  are  never  troubled  with  water  from  the  Missouri  and  the  Upper 
MJHMwrippt;  tbey  are  not  considered  by  us  at  all.    Our  floods  come  from  the  Ohio 
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River,  but  the  upper  part  of  this  river  has  been  so  filled  np  by  coiporations  mak- 
iiift  more  building  room  that  the  river  has  become  very  narrow  and  the  wat«r 
forms  and  rnnii  out  very  qniclcly.  Sometimes  a  big  rise  at  PittsburK  will  last 
hardly  long  enoueh  to  get  out  two  mna  of  coal,  it  pasaea  off  so  quickly,  while 
years  ago  before  these  cnangea  bad  taken  place  there  would  be  water  for  one  or 
two  months. 

Q.  Can  you  illustrate  what  yon  say  about  the  great  corporations  narrowing  the 
Upper  Ohio? — A.  That  has  been  a  subject  before  Congress  and  legislation  was 
enacted  to  stop  it,  and  I  think  it  is  pretty  well  stopped.    But  they  did  take  up  a 

Seat  deal  from  the  river,  and  it  was  a  subject  of  much  complaint  by  the  steam- 
at  men  because  it  was  making  the  river  too  narrow  to  handle  their  basiness  in. 
You  see  they  make  up  great  coal  t«ws  there  to  go  down  the  Mississippi  River. 
Wehadacoal  tow  go  down  the  Mts-iasippi  River  some  years  ago,  made  up  of  34 
boats,  of  over  50,000  tons  of  coal.  There  must  be  room  in  which  to  handle  a  tow 
of  that  kind.  Coal  is  brought  from  Pittabnrg,  2,000  miles,  down  to  New  Orleans 
for  75  cents  a  ton^that  is  about  the  highest  they  ever  get.  One  of  the  coal  opera- 
tors and  owners  of  those  tow  boats  said  that  if  assured  of  navigation,  and  were  it 
not  for  the  bridge  piers,  he  would  contract  to  deliver  coal  for  60  cents  a  ton,  and 
make  money  out  of  it. 

Q.  Does  any  coal  go  by  rail?— A.  No;  not  from  Pittsburg  to  New  Orleans.  It 
can  be  handled  mncTt  moi  e  cheaply  bv  boat  than  by  rail.  They  have  coal  dumps 
which  dump  from  the  mine  into  the  Doats,  and  the  boats  carry  anywhere  fr<un 
900  to  1,000  tons.  The  tows  are  made  up  very  quickly,  and  when  there  is  plenty 
of  water  they  go  through  rapidly. 

Q.  (By  Mr.  Clakke.)  Does  that  coal  hnsinesa  aa  on  throughout  the  year? — A. 
No;  they  only  ship  when  there  is  a  rise  in  the  Upper  Ohio  at  Pittabarff.  The 
shipments  are  nearly  all  from  Pittsbnrg.  We  sometimes  run  out  of  coal  m  New 
Orleans.  Our  shipp'ing  interests  are  increasing  so  very  greatly  and  there  are  so 
many  more  steamships  coming  there  now  than  ever  before,  that  this  last  season 
we  had  to  get  nearly  400,000  tons,  part  rail  and  part  water,  from  Alabama.  The 
Pittsburg  supply  gave  out;  there  was  not  water  enough  for  the  runs.  The  coal 
was  in  Pi ttsbui^,  loaded  on  the  boats,  but  there  was  not  the  water  for  delivery, 
80  we  had  to  draw  upon  Alabama,  and  Ihe  difference  amounted  t«  nearly  400.000 
tons.  You  see  coal  consumption  has  been  very  largely  increased  on  account  of 
the  war  with  the  Boers.  Many  steimships  have  come  to  New  Orleans  for  horses 
and  mules,  and  they  take  all  the  coal  they  can  carry,  perhaps  4,000  or  (1,000  tons 
to  a  ship— not  less  than  8,000  tons  anyhow. 

Q.  Bituminous  or  anthracite? — A.  It  is  what  we  call  soft  coal;  bituminous. 

cj.  (By  Mr.  Kennedy.)  Speaking  about  the  vessels  used  in  the  Boer  trade,  have 

Sm  any  knowledge  of  the  vessels  of  other  countries  sapplanting  the  vessels  of 
reat  Britian  in  the  trade  at  New  Orleans  as  the  result  of  transports  going  into 
that  South  African  business? — A.  The  English  vessels  have  not  been  supi- 
planted.  They  have  drawn  out  that  much — from  the  foreign  trade.  It  has 
crowded  others  coming  there  that  much  more.  The  English  tonnage  is  increas- 
ing all  the  time  at  New  Orleans,  nkore  rapidly  than  that  of  any  other  country,  and 
there  comes  again  the  navigation  question.  In  the  Eads  jetties,  at  the  mouth  of 
the  river,  there  has  not  been  a  sufficiency  of  water  for  the  largest  steamers  that 
have  been  built  for  the  New  Orleans  trade  recently,  and  there  are  anywhere  from 
40  to  4.)  vessels  that  have  to  go  out  with  less  than  a  full  cargo  on  account  of  lack 
of  wat<;r.  They  go  short  sometimes  as  much  as  8,000  tons,  because  there  is  not 
enough  water  for  their  full  carrying  cajiacity.  Under  the  contract  which  expired 
a  few  days  ago  there  was  only  26  feet  of  water  required  at  the  jetties,  and  these 
ships  conld  load  to  28.  30,  and  SO  feet.  Now  we  are  to  get  an  appropriation  from 
Congress  to  open  up  another  pass  and  give  35  feet  of  water;  when  that  Is  done 
not  only  will  a  larger  number  of  ships  come  there,  bnt  the  ocean  rates  will  be 
materially  lowered. 

Q.  (By  Mr.  Litchhak.)  Have  you  thought  ont  what  effect  it  has  in  lowering 
the  water  in  the  upjier  part  of  the  river? — A.  The  jetties? 

Q.  The  depth  oi  that  water  at  the  mouth  of  the  river? — A.  No,  it  has  had  no 
effect  at  all,  because  there  are  three  passes  at  the  mouth  of  the  river,  and  the 
effect  of  the  jetties  has  not  been  to  draw  off  the  water  any  sooner.  All  the  river 
section  below  Vicksburg  is  a  basin.  Now,  awhile  ago  1  spoke  about  how  soon 
the  freshets  passed  out  from  the  Ohio  River.  For  3  or  4  years  I  kept  a  record  of 
Uie  rise  and  fall  of  the  river  at  New  Orleans.  1  took  the  time  when  it  would  get 
even  with  the  edge  of  the  wharf  and  went  above  it  until  it  fell,  and  the  longest 
period  was  107  days  in  18M. 

Q.  The  difference  between  26  and  35  feet,  9  feet  more  of  fall,  it  seems  to  me 
would  have  an  appreciable  effect?— A.  No,  it  would  not  drain  off  the  wat«r  from 
the  fiver,  for  this  distance  of  several  hundred  miles,  more  than  before. 
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Q.  (By  Mr.  Farquhar.)  What  is  the  relation  of  the  three  bayous  there  to  the 
main  level  of  the  (i^ilf — pretty  Dear  the  same.  ar«  tliey?— A.  They  are  the  Bsnie, 
yefl.  Thejo  was  ruct'ntlya  snrvey  made  of  the  Southwest  Pass.  There  have  bfen 
5  other  surreye  by  the  Govemment  in  the  last  60  yearn,  ami  SO  yearH  ago  the  Soutli 
Pass  was  deepened  from  9  feet  t«  26  feet,  and  yet  the 'ibHervations  were  that  there 
had  been  practically  no  change  in  the  mouth  of  the  river.  The  conditions 
werejnst  aWat  the  same  at  the  month  of  the  river  for  OU  years,  and  them- surveys 
showed  it. 

^.  {By  Mr.  Clarke.)  Will  the  jetty  system  be  employeil  for  opening  the  new 
pans? — A.  Yes. 

Q.  It  is  a  snccess  then? — A.  Yea,  only  the  en^neers  propotw  to  reverse  the 
proposition.  Hr.  Eads's  proposition  was  tiiat  the  jettiett  would  be  self-maintain- 
ing: they  would  maintain  the  channels  themselves  with  the  sconr  that  they  iiro- 
duced;  but  he  also  nsed  a  dredge  as  an  auxiliary.  Now,  the  present  plan  of  the 
engineers  is  to  depend  almost  entirely  upon  the  dre<1ges  and  use  the  jetties  iis  an 
annliary;  that  is,  they  are  going  to  deepen  the  channel  with  the  (ln'(]|;r3  and  use 
the  jetties  mainly  as  a  protection  to  the  channel,  which  is  open  and  exjKised  at 
the  month  of  the  river.  The  wind  blows  from  all  diret'tions  and  sand  is  carried 
by  the  waves,  so  these  jetties  are  intended  to  keep  the  sand  from  being  blown 
over  into  the  channel,  as  well  as  to  serve  their  other  lej^timate  purposes. 

Q.  Has  the  draft  of  ocean-g<]ing  vessels  been  increased  very  much  since  the 
construction  of  those  jettieB? — A.  Oh,  yes.  Why,  when  Mr.  Eads  made  his  con- 
tract with  the  Glovemment  the  conditions  were  that  he  was  to  be  paid  &o  many 
bnndreds  of  thousands  of  dollars  when  he  obtained  20  feet,  so  many  at  S2  feet, 
and  so  many  at  30  feet;  bat  when  he  got  to  20  feet  he  thought  he  had  iK'tter 
atop.  He  thought  that  depth  was  sufficient.  By  act  of  Congress  the  President 
appointed  a  special  board  of  engineers  to  examine  and  report  as  to  that,  and  in 
their  report  tney  said  that  they  thout^ht  36  feet  was  sufficient  for  all  time.  Well, 
it  did  appear  so  then,  hut  it  is  entirely  insufficient  now.  because,  as  I  say.  we 
have  vessels  that  can  load  'to  H'i  feet.  New  /ork  Harbor,  you  know,  got  an 
appropriation  lately  to  increase  the  liepthafrom  35  to  40  feet,  because  it  is  thought 
3.')  feet  is  insnlHcient  At  the  port  of  Livei-pool  some  JH.OOO.OOO  or  .?  10.00(1 ,000 
were  spent  on  the  dock  system,  and  they  are  now  spending  ^,000.0011  more  to 
deepen  the  harbor  so  as  to  make  room  for  the  larger  vessels.  I  read  a  few  days 
ago  that  a  contract  had  been  let  to  build  a  vessel  for  the  North  Qennon  Lloyd 
Line,  1 ,000  feet  long,  to  draw  35  feet  of  water.  At  the  time  of  the  jetiies  about 
the  longest  vessel  we  had  coming  in  there  was  350  feet.  We  have  vessels  coming 
now  500  feet  long.  It  is  the  great  increa.-<e  in  the  carrying  capacity  of  the  vet%BeU 
that  has  cheapened  transportation  so  much. 

Q.  Hob  there  been  any  improvement  made  in  the  construction  of  thn  jettips!,' — 
A.  NO;  there  has  been  no  change  made.  Bads  simply  contracted  with  the  Gov- 
ernment to  maintain  30  feet  of  water.  The  Govemment  had  nothing  to  do  with 
the  means  adopted.  The  pass  was  turned  over  to  him.  He  owned  the  lands  and 
the  plant,  and  the  Government  allowed  him  $100,000  i>  year  for  maintenan<-e,  and 
he  nod  to  keep  up  the  depth  out  of  that  ftOU.OOO,  But  the  Government  hail  noth- 
ing to  do  with  the  work  any  more  than  to  send  an  engineer  officer  down  tliere  to 
make  soundings  and  report,  so  that  payments  could  l)e  made, 

Q.  How  are  the  new  jetties  being  constracte<l  and  maintained';'— A.  The  new 
jetties  will  be  constructed  under  direction  of  the  Government  engini'ers. 

S,  Not  ^  contract? — A.  The  work  will  probably  be  done  by  contract,  but 
er  the  Government's  supervision  and  control. 
Q.  (By  Mr.  Kennedy.)  Can  yon  tell  us  about  the  characrter  of  the  labor 
employed  on  the  Mississippi  boats  and  the  wages  paid? — A.  Yes;  tlie  officers  of 
the  boat  are  all  white,  but  the  labor  is  all  negro.  There  are  very  few  white  men 
employed  as  roustabouts,  because  they  can  not  stand  the  work.  The  banks  are 
high  in  low  water  and  the  weather  is  pretty  hot.  and  it  U  just  about  the  hardest 
work  there  is  to  get  the  cargo  on  and  off  a  steamboat,  and  about  the  only  laboi-er 
we  find  that  can  stand  it  is  the  negro,  and  we  have  to  pay  very  high  for  it.  On 
the  upper  rivers,  where  the  traffic  la  oltt^ther  different  from  what  it  is  on  the 
lower  river,  they  have  mixed  crews;  some  of  the  iHMits  have  half  white  and  half 
negro,  and  san\f  have  all  white  crews — a  very  few.  But  the  most  of  them  have  all 
negro  crews  and  pay  anywhere  from  ^  to  $10.  But  down  with  um,  in  the  packet 
trades,  we  have  a  different  kind  of  freight  to  handle  and  we  have  higher  brinks  to 
pnt  it  on.  The  conditions  are  different.  We  i>ay  anywheri'  from  .§40  to  $110  a 
month  for  labor.  We  call  them  ronstabouts.  They  call  them  deck  handit  on  the 
upper  river  boats.  And  there  was  one  instance  where  they  were  paid  at  the  rate 
of  $125  a  month.  The  boats  are  only  out  from  3  to  t)  days  on  a  trip,  and  they  are 
paid  at  that  rate. 
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Q.  (By  Mr.  Cl,irkf,.)  Ih  board  furniebed  in  addition  to  that?— A.  Yes. 

Q.  (By  Mr.  BIenskdy.)  How  innch  work  in  a  year  would  that  labor  have? — 
A.  The  labor  does  not  work  steady;  they  are  all  the  time  changing  ^bont.  A 
boat  will  never  have  the  same  crew  any  3  trips  in  succession.  The  ronstabout  Is 
a  very  peculiar  individual.  He  does  not  care  about  saving  money  or  having  a 
home,and  does  not  care  machabout  a  family;  he  has  no  moral  oblieationa,  hardly. 
of  any  kind.  All  he  cares  about  is  playing  cra^.  When  paid  off,  out  of  a  crew 
of  80  or  40  to  50  men,  why,  perhaps  5  orO  men  will  have  all  the  money  of  the  whole 
crew— win  it  after  tbey  are  paid  off.  They  are  generally  paid  just  before  they  ger 
into  XK>rt,  and  perhaps  a  majority  of  them  will  leave  the  boat  without  a  dollar  in 
tiieir  pockets.  They  are  very  improvident;  they  like  to  change  aboat  and  go  on 
one  boat  one  time  and  then  another  the  next  time ,  and  maybe  the  next  time  they 
■will  go  up  the  river  several  hundred  miles  into  another  trade;  bo  that  they  are  aU 
the  time  changing  crews.     It  is  very  seldom  they  havethe  same  men  any  2  trips 


(^.  (By  Mr.  Clarke.)  Whatiscrapa? — A.  It  is  a  game  of  dice,  Imnatsaythat 
while  I  have  seen  it  played  and  heard  a  great  deal  of  it  I  do  not  know  anything 
abont  it.    They  throw  three  dice  and  call  certain  numbers. 

Q.  It  ie  a  gambling  game? — A.  Yes. 

<j.  Is  it  prohibited  by  law? — A.  It  is  prohibited  in  Louisiana;  like  a  good  many 
other  laws,  thongh,  not  very  strictly  followed.  The  steamboat  men  would  like  to 
break  it  np,  because  it  is  demoralizing.  They  would  rather  have  men  of  better 
condition,  financially  and  othervrise,  than  they  are.  But  the  steamboats  can  not 
ffet  along  without  them,  and  they  want  the  very  best  of  them,  becanse  it  is  only 
the  very  best  of  men  that  can  stand  that  kind  of  labor.  You  do  not  find  any  old 
men  or  any  weak  men  among  them;  they  are  all  strong,  vigorous  young  fellows, 
and  they  have  got  to  be  to  stand  the  work.  The  steamboat  men  would  rather  see 
them  better  oS,  and  would  help  them  if  they  could.  The  steamboats  provide 
messrooms  to  eat  in,  and  tin  pans  and  knives  and  forks  and  cups;  but  tne  men 
would  much  rather  have  the  food  brought  out  in  a  dish  pan  and  put  on  deck  and 
take  it  in  their  hands  and  eat  it.  That  satisfies  them  oetter.  They  do  not  care 
for  a  table  or  a  service  or  anything  of  that  kind.  There  are  places  provided  for 
them  to  sleep  in.  but  they  never  go  there,  because  theywant  tonidefrom  themate 
when  they  make  a  landing  and  dodge  the  work.  They  will  hide  amongst  the 
freight.  And  if  it  is  cold  weather  or  rainy  they  will  ao  right  down  underneath 
the  ooilers  and  sleep  there  in  preference,  where  a  white  man  would  bum  np. 
That  suits  them  better  than  sleeping  quarters.  As  I  say,  they  are  very  peculiar 
individuals,  but  they  are  the  very  best  labor  there  is.  and  we  could  not  get  along 
without  them,  and  when  they  come  high,  well,  we  take  them  just  the  same;  we 
have  got  to  have  them. 

Q.   (By  Mr.  Kennedy.)  Are  there  any  eiceptionH  to  this  rule  of  conduct  that 

""  ipeak  about  respecting  tliem,  where  men  are  saving  and  actiuire  property 
that  kind  of  labory— A.  There  are  many  among  the  negro  population  of  New 
Orleans  who  are  saving.  Negroes  are  employed  everywhere  in  New  Orleans.  I 
do  not  believe  there  is  a  branch  of  buBinesa  that  negroes  are  not  employed  in. 
And  there  are  many  negroes  who  own  their  own  homes,  educate  their  children. 
and  live  a  good  and  comfortable  life.  But  there  are  many  just  tike  these  ronsta- 
bonta.  It  does  not  coat  them  anything  for  education,  because  the  whitepeople . 
pay  for  it— furnish  the  schoolhouses— just  the  same  as  for  the  whites.  There  is 
no  difference  in  the  iuatmction  or  in  the  cost  of  it,  and  the  teachers  are  paid  by 
the  white  people.  They  have  to  pasa  tfae  same  examinations  as  the  white  people 
do. 

Q.  (By  Mr.  Litchman.)  Are  the  teachers  for  those  colored  schools  white  or 
colored? — A.  Both.  There  is  a  deal  of  trouble,  thongh.  to  get  colored  teachers, 
because  they  will  not  study  up  for  the  examinations.  We  try  to  get  the  b«it,  but 
have  to  take  an  inferior  grade  becanse  they  will  not  try  to  excel. 

Q.  (By  Mr,  Kennedy.)  Have  the  roustabouts  families? — A.  Some  of  them:  but 
they  mostly  go  to  wliat  we  call  barrel  houst;s,  where  they  sell  liquor  and  have 
dance  halls  and  crap  games,  and  where  the  commonest  kind  of  women  frequent. 
That  is  their  place.  When  a  steamboat  wants  a  crew  the  officers  often  go  to  the 
barrel  bouses  to  And  them. 

Q.  Have  any  attempts  been  made  to  organize  them  into  a  union? — A.  Oh,  yes; 
they  have  organizations,  but  they  does  not  amount  to  much  because  they  do  not 
hold  to  them  very  well. 
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ask,  ■■  What  are  yon  paying?"  ■■PiftydoUars,"  Well,  if  they  have  made  np  their 
mind  that  tbey  want  $60,  Bome  of  them  call  oat  980  and  they  will  all  say  {60,  and 
will  not  ahip  unleaa  it  is  promised.  While  thej^  may  have  their  organizationa, 
they  do  not  amonot  to  as  much  as  tlieir  combinations  right  on  the  spot.  I  do  not 
know  whether  they  prearrange  them  or  not,  bat.  they  are  in  effect  just  the  same, 
and  that  is  the  way  they  doit.  Bnt  their  labor  nniona  have  given  the  steamboats 
little  tronble.  There  ia  very  little  clash  between  the  steamhoata  and  the  negroes. 
The  steamhoata,  of  coarse,  have  to  pay  such  high  wages  at  times,  and  think  they 
are  being  imposed  od,  bnt  they  pay.  • 

Q.  Have  the  Italians  taken  to  that  work?— A.  We  did  try  them.  Two  boata 
hired  Italiana,  but  had  to  give  them  up.  The  Italian  ia  a  peculiar  laborer  also. 
The  Italians  could  not  nndei-atand  English.  They  had  an  interpreter  through 
whom  the  mate  gave  the  orders,  and  they  were  liable  to  pick  up  any  package  on 
the  boat  and  run  ashore  with  it  whether  it  belonged  there  or  not,  and  there  was 
agreatd^of  tronbleon  that  account.  And  they  wei%  not  strong  enough.  They 
are  small  men,  not  equal  to  the  work,  and  after  2  or  It  tripe  they  were  diacha^ed, 
and  the  etaamboats  went  back  to  negro  roustabouts  and  paid  higher  wages.  Tliey 
had  paid  the  Italians  $60-— $2  a  day — and  board.  Had  they  proved  good  labor  1 
suppose  tbey  wonld  hiave  been  hired  altogether,  hnt  they  would  not  answer. 
There  were  onlv  3  boats  hiring  the  Italians. 

Q.  (ByMr.  Farqcjhar.)  In  the  general  stevedore  work  '>n  the  docks  inNew 
Orleans  do  you  use  Italians? — A,  No;  there  is  very  little  of  Italian  labor  except  on 
the  fruit  ships.  That  is  altogether  Italian  labor.  The  Italian  contractor  unloads 
fruit  veaaels,  and  he  employs  none  but  Italian  labor.  The  otbei-  labor  haa  been, 
np  to  recently,  mostly  white,  but  now  the  negro  is  making  inroads  into  that 
employment.  The^  work  cheaper  and  are  gradually  displacin({  the  white  steve- 
dores. Still  there  is  a  large  number  of  white  men  employed  in  loading  cotton 
and  unloading  the  cargoes.  Bat  that  is  altogether  different  tabor  there  from  what 
we  have  on  the  river.  That  is  steady  labor;  they  work  in  the  same  gangs;  they 
do  not  change  at  all;  they  form  a  very  close  corporation. 

".  What  view  have  your  commercial  men  in  New  Orleans  taken  of  the  opening 
'  e  Nicaragua  Canal? — A.  We  think  New  Orleans  will  be  helped  immediately 
mm  more  largely  than  any  other  city  in  the  United  States,  so  we  are  very  anzions 
for  its  construction. 

Q.  What  nreparationa  have  you  for  building  boats  at  New  Orleans?— A.  The 
Navy  is  eetaDliahing  a  large  dock  there.  That  will  lead  to  the  establishment  of  a 
shipyard.  We  have  built  vessels  there  from  time  to  time  in  all  these  years,  occa- 
oonally  building  a  steamboat,  but  there  has  not  been  much  encourMfement  for 
that  kind  of  work,  because  it  aeems  that  they  can  build  better  on  the  Ohio  River 
than  anywhere  elae.  I  do  not  know  exactly  why.  but  it  Ih  so.  They  hardly  ever 
build  a  steamboat  in  New  Orleans;  generally  go  to  the  Ohio  River  for  it. 

Q.  Where  are  all  your  MiBsissippi  and  Missouri  boats  usually  built? — A.  They 
are  built,  almost  all  of  them,  on  the  Ohio  River.  Shipyai'ds  have  been  estabUshea 
there  ever  since  the  first  steamboat  was  built.  We  occasonally  build  little  boats 
along  on  the  tribntaries. 

Q.  (By  Mr.  Kbnnedt.)  Have  yon  a  frnit  trust  at  New  Orleans  that  sends  fruit 
by  Doats  to  different  porta? — A.  Yes:  some  people  call  it  a  trust.  Itisacompany 
called  the  United  Fruit  Company;  came  there  m  the  last  year  and  bought  out  all 
the  other  companies  in  New  Orleans  and  put  them  under  this  one  management. 
There  were  a  nnmber  of  companies  there.  I  think  there  were  13  different  com- 
panies, alt  operating  independently  of  each  other  and  all  owning  vessels:  but  now 
they  are  all  consobdated.  Men  that  were  most  largely  concerned  in  those  com- 
panies seem  to  be  ont  of  them  altogether.  They  are  engaged  in  other  business; 
tbey  do  not  import  fruit;  tbey  do  not  own  any  steaniships. 

U.  Does  this  trust  control  the  banana  and  other  foreign  fruit  trade  of  the 
United  States?— A.  They  control  all  that  trade  in  New  Orleans. 

Q.  And  really  all  the  trade  in  the  United  States,  too?— A.  1  do  not  know  so 
much  about  that. 

Q.  (By  ProfeesorRiPLBT.)  They  not  only  raise  the  fmit  but  transport  it^-that 
is,  they  own  the  steamships? — A.  Yea;  they  have  bought  fruit  plantationa  on  the 
other  Bide.    They  own  the  product  and  the  shi^  that  carry  it. 

Q.  Do  they  ship  directly  themselves  to  interior  pointa  in  the  United  States? — 
A.  Yea. 

Q.  Do  they  own  cars? — A.  No;  they  do  not  own  cars;  they  deal  directly  with 
the  railroads. 

Q.  Do  you  know  anything  about  the  rates? — A.  No. 
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LomsviUe  and  Nashville,  and  the  Illinois  Centrjil  have  their  fmit  wharves.  They 
all  handle  fmit  rapidly  and  economically  in  New  Orleane.  A  ship  comes  in  there 
at  any  time,  and  whether  it  is  9  o'clock  in  the  morning  or  9  o'clock  at  night,  ehe 
is  unloaded  at  once  and  within  a  few  hours  the  fmit  is  all  on  its  way  tiom  New 
Orleans;  it  never  lies  there  at  all.  The  ripe  fmit  that  will  not  bear  transporta- 
tion it)  Bold  in  the  city. 

Q.  (By  JSt.  Parijctkab.)  Has  this  combination  raised  prices  to  the  consumer? — 
A.^Tell,  I  do  not  know  that;  they  claim  they  have  not.  I  believe  they  claim 
that  the  object  was  to  lessen  expenses  and  make  their  profit  therefrom. 

Q.  There  has  not  beencomplaintagainst  theprices  then? — A.  No;  not  by  small 
dealers.  becaoRe  they  buy  bananas  at  retail  jnst  as  cheap  now  as  they  did  befurt'. 

Q.  (By  Mr.  A.  L.  Harris.)  Have  yon  any  regular  line  of  vessels  plying  between 
New  Orleans  and  foi-eign  ports? — A.  That  are  owned  in  New  GrleaDsV 

Q.  No. — A.  They  are  all  foreign  lines. 

Q.  To  what  ports?— A.  To  every  port  in  the  world.  We  have  14  different  lines 
of  steamships  that  come  to  New  Orleans,  regularly  consigned  to  agents,  all  the 
year  round — every  trip  they  make.  Two  of  the  lines  which  are  located  in  New 
Orleans  are  the  two  largest  lines  owned  in  America— the  Leyland- West  India  Line 
and  the  Elder-Dempster  Line. 

Q.  (By  Professor  Ripley.)  Is  that  the  same  Leyland  line  which  rans  from 
Boston? — A.  And  New  York;  yes.  I  do  not  know  very  much  about  the  steain- 
ship  tr&fSc.  We  ship  to  Cuba,  but  those  shipments  are  carried  by  the  Southern 
I'acific  Line,  an  American -owned  line.  There  are  no  foreign  steamers  engaged, 
of  conree,  in  the  coastwise  trade. 

Q.  (By  Mr.  A.  L.  Harris.)  Yon  have  tramp  steamers,  1  suppose,  call  at  your 
port? — A.  Yes;  and  they  come  consigned  to  the  regular  agents  of  the  lines  to 
which  they  belong. 

Q.  Of  course  they  do  not  mn  regularly?— A.  No;  they  may  make  a  few  trips, 
but  they  go  everywhere.  They  are  liable  to  come  from  Belfast  to  New  Orleans, 
and  then  maybe  from  New  Orleans  to  South  America,  and  then  from  South 
America  to  New  York,  mayl>e  from  New  York  to  Australia.  There  is  no  telling 
where  they  go. 

Q.  You  have  no  American  line? — A.  No;  not  in  the  foreign  business.  There 
are  American  lines,  but  they  are  in  the  coastwise  trade,  like  the  Southern  Pacific 
and  these  fruit  lines:' and  then  the  New  York  Cromwell  Line.  We  have.  I  sup- 
pose, not  less  than  1 .4(iO  steamships  coming  to  New  Orleans  in  a  year. 

Q.  You  were  speaking  a  moment  ago  about  having  nn  river  statistics.  Would 
you  advise  the  Interstate  Commerce  Commission's  tuking  up  that  feature  and 
compiling  statistics  of  the  river  trade? — A.  I  think  it  would  be  a  mighty  good 
thing  for  the  river  interests  if  it  were  done,  because  there  is  a  giowing impression 
that  the  traffic  on  the  river  is  leaving  it.  that  the  rivers  are  hardly  worth  improv- 
ing any  more;  and  if  they  were  to  get  up  these  statistics,  then,  and  only  by  that 
means,  would  it  be  known  jnst  how  much  commerce  there  is  on  the  nver.  Its 
value  and  the  extent  of  it  is  not  known.  There  are  no  full  statistics  furnished  to 
Congress.  The  United  States  eiiHiaeers  who  are  assigned  to  different  districts 
make  an  attempt  every  year  to  gather  this  information.  They  send  oat  blanks  to 
different  steamt>oat  lines  and  to  the  different  owners  of  steamboats,  and  where 
the  owners  manifest  a  proper  interest  in  it  they  fill  out  those  blanks  and  send 
them  back,  showing  the  nnmber  of  trips  made,  where  to,  and  the  number  of 
passengers  and  tons  carried,  the  draft  of  their  boaie,  and  the  size.  But  there  are 
a  goodmany  of  those  blanks  that  are  never  returned;  thev  do  not  always  reach 
Uiem,  because  maybe  the  l>oat  has  left  her  former  trade  and  gone  elsewhere.  So 
that  the  engineers  try  to  get  a  correct  eihibit  of  the  commerce  of  the  river:  and 
it  is  to  their  interest  to  do  so.  because  it  is  the  information  mainly  upon  which 
they  recommend  improvements  to  Congress.  These  are  about  the  only  statistics 
that  are  gotten  up.  and  they  are  incomplete.  The  commissioner  of  the  census  in 
bis  report  said  it  was  impossible  for  him  to  get  full  returns  of  the  traffic  on  the 
river,  Dut  he  guessed  that  over  50  i>er  cent  of  it  was  by  water.  And  that  is  the 
wav  with  this  effort  of  my  own,  I  spent  about  3  months  on  this  work  where  I 
should  have  taken  4  or  S  months,  in  order  to  go  to  every  steamboat  and  get  the 
information  from  her  bonks. 

Q.  It  would  be  much  better  for  the  Government  to  gather  the  statistics  than 
for  a  nrivate  Individual? — A.  Oh,  yes;  it  would. 

Q.  They  would  respond  to  it  better? — A.  They  wonldrespond  toitbecausethey 
would  like  to  have  it  known;  yes.  They  would  think  it  to  their  disadvantage  to 
have  it  believed  that  the  steamboat  is  not  to  be  considered  any  more.  They  did 
not  refuse  to  give  information  to  the  census  commissioner  about  their  traffic  and 
their  earnings  and  their  proflbs  and  every  thing  of  that  kind.  All  that  information 
would  be  given  again. 
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Q.  Are  the  vMselB  doinf;  the  foreign  trade  fast  veeaels? — A.  No.  they  are  not 
fast  like  the  New  York  vessels,  becanse  they  do  more  tKight  business.  There  is 
a  nasBetiRer  travel  from  New  Orleans,  on  these  foreign  steamers,  to  Enrope.  but 
It  IS  only  with  two  or  three  linea.  The  others  do  not  care  about  passenger  travel 
at  all. 

Q.  What  is  the  usaal  speed  of  the  freight  veasela? — A.  I  think  it  takes  them 
anywhere  from  14  to  18  days  to  cross  the  ocean. 

6.  How  many  knots;  or  do  you  go  by  days? — A.  I  suppose  anywhere  from  10  to 
14  knots;  but  they  care  more  for  the  freight;  they  do  not  solicit  passengers  at  all. 
Now.  these  great  ocean  steamers,  for  instance,  like  the  DeutMchland.  do  not  care 
for  freight;  wonld  rather  carry  fuel.    Her  passage  receipts  have  amounted  to  a 

much  as  ^i40,0(N)  on  a  trip.     This  great   l.UOO-foot  ve*   ^  "- <--'<=-■-      ... 

owners  declare,  will  carry  bat  little  freight.  They  a 
aively  passenger  vessel ,  because  there  is  so  much  moi 
traffic. 

Q.  Where  does  that  vessel  trade?— A.  From  New  York  to  Hamburg. 


That  would  not  apply  to  any  of  tbe  vessels  that  trade  at  New  Orleans? — A. 
WO,  because  there  is  very  little  ^btsenger  traffic  out  of  New  Orleans,  except  the 
Cromwell  line  between  New  Orleans  and  New  York.  They  do  a  very  large 
passenger  business.  There  are  many  of  oar  people  who  like  this  voyage  across 
the  Qnif ,  and  tho.je  vessels  always  go  crowded  in  the  summer  season.  Now.  we 
have  another  line  from  New  York  to  New  Orleans,  owned  by  the  Southern 
Pacific  Company,  which  is  exclusively  freight.  The  Cromwell  line  is  passen- 
ger and  freight.    Tbej[  have  very  fine  vessels  and  do  a  large  husineaa. 

Q.  Is  New  Orleans  interested  in  the  subsidy  hill? — A,  There  is  a  division  of 
sentiment  there,  but  I  believe  the  large  majority  are  opposed  to  that  bill. 

Q.  On  what  ground? — A,  On  general  opposition  to  the  Govermnent  giving 
sDMidies.  There  were  a  great  many  people  who  thought  it  was  a  mistake  of  the 
Government  when  they  gave  sugai'  bounty.  It  proved  to  be  a  mistake  after- 
wards. 

Q.  Is  it  generally  believed  there  that  the  subsidy  as  proposed  to  be  applied  would 
not  benefit  New  Orleans  trafiSc? — A.  I  do  not  know  that  traffic  would  be  benefited 
very  much  in  that  way.  We  are  doing  a  very  great  business  now  and  it  is  increas- 
ing rapidly,  as  T  say.  Our  exports  and  imports  last  year  increased  nearly 
$2S,000,000.  Of  course,  we  wonld  like  to  sec  American  shipping  and  American- 
owned  vessels;  we  wonld  have  a  pride  in  them:  but  we  are  not  entirely  satisfied 
that  it  is  going  to  be  accomplished  in  the  bill  now  under  con.sideration.  Some 
of  us  think  tnat  may  be  a  few  lines  would  get  the  l)enefit  out  of  it  and  others 
wonld  not  get  anything.  We  have  the  statement  of  Mr.  Hill,  the  president  of 
the  Great  Northern  Railroad,  which  he  made  public  in  Chicago,  and  he  is  a 
steamship  owner  himself.  He  says  that  a  few  vessels  will  get  the  benefit  of  that 
fRibeidy  bill,  but  the  large  majority  of  them  will  not  get  any  benefit  from  it 
whatever. 

Q.  If  it  were  believed  that  most  of  the  freight  carriers  across  the  Atlantic,  trad- 
ing at  New  Orleans,  would  get  a  proper  share  of  the  benefit  of  that,  would  that  be 
l^ly  to  change  the  opinion  of  the  people  there  concerning  the  subsidy  bill? — A. 
nearly  all  of  the  vessels  crossing  the  ocean  now  are  foreign  owned;  there  are  few 
lere  may  oe  a  ship  here  and  there,  hut  there  is  no  f 

...  .    imships  in  New  Orleans.    Of  course  if  that  was  ch 

under  this  bill  and  they  became  all  American-owned  ships,  the  people  of  New 
Orleans  would  feel  a  great  ^ratification  in  it.  They  are  patriotic  people  there  like 
they  are  everywhere  else,  but  perhaps  they  are  not  as  enthusiastic  or  us  unani- 
mously in  favor  of  a  ship-subsidy  bill  as  in  some  other  sections. 

Q.  Do  you  think  they  have  an  ambition  to  become  owners  of  ocean-going  vea- 
selii  to  any  great  extent?— A.  They  would  like  to  see  all  these  vessels  American 
owned,  yes;  they  would  rather  have  that  commerce  canned  under  an  American 
than  under  a  foreign  fiag,  but  they  do  not  know  that  it  will  be  accomplished  under 
this  measure:  there  is  some  doubt  about  it.    There  are  others  quite  active  in  snp- 

erting  it.  however.  One  of  the  most  prominent  of  the  steamship  agents.  Captain 
dler,  who  has  been  in  New  Orleans  many  years,  was  president  of  the  conven- 
tion at  Brunswick,  Ga.,  a  few  days  ago.  He  is  very  active  in  his  support  of  the 
ship  subsidy.  There  are  others  not  taking  part  in  it.  ^me  of  our  commercial 
exchanges  nave  indorsed  it;  others  have  taken  uo  action  at  all.  There  has  been 
no  general  concerted  effort  made  to  get  an  expression  of  the  opinion  of  the 
people  of  New  Orleans  on  that  measure,  so  it  Is  hard  to  say  what  they  would 
recommend.  They  might  be  found  largely  in  favor  of  it  if  an  effort  were  made 
to  ascertain  tbe  opinions  of  the  people.  But  we  talk  very  little  about  it  there 
becanse  we  are  gomgon  well  with  what  we  have.  r       . .  i  A  itK)*^?  IC 
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Q,  Yon  hardly  feel  the  need  of  it  so  f»r  aa  your  trafBc  is  concerned? — A.  We 
do  not  think  it  wonld  niAke  any  difference  in  toe  trafSc.  I  do  not  think  it  TPonld 
make  freiehts  any  cheaper,  because  they  are  cheap  now.  The  only  thing  that 
would  moke  cheaper  freights  ont  of  New  Orleans  would  be  more'  water  at  the 
month  of  the  river.     We  do  not  think  the  anbaidy  would  make  them  any  cheaper. 

Q.  There  is  never  any  objection  on  the  part  of  any  of  your  people  to  liberal 
Qovemment  appropriationa  for  the  improvement  of  the  Mlssiseippi,  I  snppose? — 
A.  No.  As  I  said  before,  we  would  not  object  to  the  ship-subsidy  bill  if  it  would 
bring  the  benefits  that  it  is  claimed  it  will.  We  do  not  object  because  we  want 
all  the  money  for  other  purposes.   ■ 

y.  Where  do  these  foreign  vessels  tonchii^  at  New  Orleans  get  their  crews? — 
A.  They  bring  them;  they  are  forei^  crews.  Wehavealawin  Louisiana  which 
prohibits  the  employment  of  crews  in  the  ports.  Their  crewa  have  nothiuft  to  do 
witli  the  loading  and  unloading.    That  is  done  by  home  labor  altogether. 

Mr.  A.  L.  Harris.  Any  further  questions? 

Mr.  Bryant.  On  behalf  of  the  commiseion.  iiermit  me  to  thank  yon  for  your 
attendance  and  yonr  very  valuable  information  in  regard  to  transportation  on 
the  Uississippi  River. 

(Testimony  closed.) 


Washinqton,  D.  C,  February  S,  1901. 
TESTIMONY  OF  MB.  WnXIAX  PEHJE, 

Secretary  of  the  Lake  Seamen's  Union. 

The  commission  met  pursuant  to  recess  at  2.04  p.  m.,  Mr.  Farqnhar  presiding. 
At  3.S3  p.  m.  Mr.  William  Penje,  of  Chicago,  HI.,  secretary  of  the  Lake  Seamen's 
Union,  was  introdnced  as  a  witness,  and,  being  duly  sworn,  testified  as  follows: 

S.  (By  Mr.  Far<jlihak.)  You  will  give  yonr  name  and  home  address  and  offl- 
position  in  the  Seamen's  Union. — A.  William  Penje;  secretary  of  the  Lake 
Seamen'a  Union;  128  North  Desplainee  street,  Chicago,  ni. 

Q.  Yoursis  an  organization  confinedto  sailorson  the  lakes, is  it?— A.  Yes:  and 
seamen  on  the  lakes. 

q.  How  large  a  union  is  it?— A.  It  numbers  about  8,000. 

Q.  What  proportion  of  the  seamen  on  the  lakesare  in  your  union? — A.  Thereis 
more  than  a  third.  I  should  think,  1  think  there  are  about  8,000  on  the  lakes,  and 
we  have  about  3,000  in  the  organization. 

Q.  How  many  local  unions  are  there? — A.  There  are  at  present  in  the  winter 
time  just  four.     During  tho  summer  we  establish  more. 

Q.  Where  are  those  local  unions? — A.  All  around  the  chain  of  lakes  and  going 
up  the  west  shore  of  Lake  Michi^n — Racine.  Milwaukee.  Sheboytmn,  Manitowoc, 
Ashland,  Duluth.  Tonawanda,  Erie,  Ashtabula,  and  Toledo.  The  four  wint^" 
nnionH  are  in  Milwaukee,  Buffalo,  Cleveland,  and  Chicago. 

CJ.  What  becomes  of  the  other  unions  in  the  winter  time;  do  they  go  ont  of 
exiiitence? — A.  The  of&ces  are  simply  closed  up  and  the  men  generally  disappear. 
They  go  to  other  work  through  tho  winter.  In  thosecases,  as  a  general  thing,  tlie 
seamen  look  ont  for  other  employment  and  leave  those  ports  onring  the  wmter. 
but  they  come  back  in  the  spring.  Thereis  no  occaaionreally  to  keep  those  offices 
and  places  open. 

Q.  Do  they  keep  cards  inthe  union — workdne  cards? — A.  No;  we  have  no  work- 
ing cafds.     We  jnat  have  official  receints  for  dues  paid. 

Q.  So  that  when  they  come  back  to  tnose  places  again  they  ooaie  into  the  union 
without  any  difficulty?— A,  Oh,  yes;  they  pay  their  dues  during  the  winter  just 
the  same,  A  good  many  of  them  pay  them  up  in  the  fall  of  the  year,  and  a  num- 
ber of  them  send  their  money  by  mail  through  the  winter.  Some  pay  up  in  the 
spring. 

Q.  Have  vou  any  benefit  features  connected  with  your  union? — A.  Yes;  we 
have  a  death  benefit  and  a  shipwreck  benefit. 

Q.  Will  yoii  describe  those? — A,  The  death  benefit  is  payable  to  a  6  months' 
member  in  good  standing  at  the  time  of  his  death.  The  shipwreck  benefit  is  paid 
to  a  member  who  has  been  shipwrecked,  and  is  $30.    The  death  benefit  is  $TS. 

Q.  I  forgot  to  ask  yon  the  amonnt  of  dues  in  the  local? — A,  They  are  50  cents  a 
month. 

Q.  (ByMr.FARQUHAR.)  Whatisthe  initiation  fee?— A.  The  initiation  fee  now 

Q.  Are  you  connected  with  the  American  Federation  of  Labor?- A.  Ym;  wa 
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ue  connected  with  tbe  American  Federation  of  Labor  thrangh  the  International 
Seamen'H  Union.  . 

Q.  The  International  Seamen's  Union,  ia  that  an  organization  composed  ol  lake 
seamen  or  does  it  take  in  oce«ii  seamen? — A.  It  ie  composed  of  aeamen  on  the 
Atlantic  and  the  Pacific  and  or  """  '-"--- 


Q.  Does  yonr  local  union  pay  a  per  capita  tax  to  that  organisation?— A.  The 
Lake  Seamen's  Union  pays  a  per  capita  tax. 

Q.  How  much  of  a  tax  is  that?— A.  That  is  8  cents  per  month  per  member. 

Q.  Oat  of  the  50  cents  dues?— A.  Yes. 

Q.  Have  you  a  strike  fund?— A.  No;  we  have  just  one  general  treasury  for  all 
pnrpoeee.  Onr  association  has  only  one  treasnrv,  and  it  is  situated  in  Chicago,  ita 
headquarters.    There  is  only  one  treasury  for  all  purposes. 

Q.  (By  Mr.  Kennedy.)  Does  your  union  fix  scales  of  wages?— A.  Yes. 

Q.  Inconjnnction  with  the  employers? — A.  We  have  up  to  the  present  not  been 
recognized  by  the  employers  in  general,  althoogh  for  years  ve  had  oeen  recognized 
by  the  schooner  owners,  but  not  as  an  oi^nization — as  individual  vessel  owners, 
"rhe  Lake  Carriers'  Aasoci.)tioD,  which  is  really  the  organization  c^  the  veasel 
owners  on  the  lakes,  has  never  recognized  us. 

Q.  Then  they  fix  the  wages,  and  your  union  has  no  voice  in  naming  the  wages? — 
A.  No. 

Q.  Has  it  any  infiuence  in A.  (Intermpting.)  Oh,  it  has  undoubtedly  some 

Q.  In  fixing  wages,  I  mean. — A.  In  fixing  wages.  If  they  fixed  the  wages  too 
low,  the  men  pro^bly  wonld  not  sail  for  them. 

Q.  Can  yon  tell  as  something  by  way  of  comparison  of  the  skill  of  the  sailor  on 
the  lakes  at  the  present  time  with  10  years  ago? — A.  The  men  are  not  nearly  of 


the  same  skill  tmit  they  were  tO  years  ago.  Tae  class  of  men  that  sailed  10  yean 
ago  have  left  the  lakes  and  quit  sailing  lor  other  difFerent  occupations,  not  being 
able  to  get  married  and  support  a  famUf .    They  generally  go  into  some  other 


calling — such,  for  instance,  as  bridge  building  or  archit«ctural  iron  work,  or 
become  gripmen  on  street  railroads.  Others  again  have  gone  to  farming;  some 
do  painting. 

Q.  Does  this  class  of  skill  leave  the  lakes  becanse  these  industries,  like  struc- 
tural ironwork,  are  something  of  recent  origin,  or  is  it  on  account  of  harder  c<W- 
ditions  on  the  lakes?— A.  Partly  on  account  of  harder  conditions  on  the  lakes, 
partly  on  account  of  the  invaaion  of  the  steamboats,  and  partly  because  of  wages 
going  down. 

Q,  You  have  in  mind  then  the  men  on  the  sailing  vessels  that  you  are  speakiug 
abont? — A.  Yes;  they  ore  the  skilled  men — the  skilled  seamen. 

Q.  What  are  the  wages  paid  to  skiUed  seamen  on  sailing  vessels  ou  the  lakes 
to-day?— A.  They  started  out  at  11.50  last  spring  and  wound  up  with  92. 7S. 
Those  wages  the  Seamen's  Union  has  control  of,  and  the  vessel  ovrners  have  abso- 
lutely no  say  in  that.  The  eeameu  hold  their  meetings  and  pass  resolutions  to 
raise  the  wages,  dating  back  from  a  certain  date,  and  those  vessels  that  could 
not  pay  them,  of  course,  would  not  get  any  men  as  a  general  thing.  T^  men 
would  keep  in  employment,  and  the  wages  would  take  eSect  all  right  as  a  general 

Q.  Are  you  familiar  with  the  rates  of  wages  of  10  years  ago? — A.  Yes.  The 
wages  10  years  Sigo  were  somewhat  better;  say  in  the  year  1800,  the  wages  wound 
up  at  $4.50  a  day  in  the  fall. 

Q.  "What  were  they  4  years  ago  or  6  years  ago?— A.  Five  years  ago— in  1895— 
they  wound  up  at  $2.50  or  $3  a  cby — about  that. 

Q.  Better  wages  than  those  of  to-day?— A.  No;  about  the  same. 

Q.  About  the  same? — A.  At  the  close  of  navigation  they  were  earning  those 
wages,  starting  oat  in  the  spring  with  |1.60.  The  wages  at  the  close  of  naviga- 
tion were  (2  and  (2.50. 

Q.  Do  not  good  times  and  hard  times  have  any  inflnesce  in  the  pay  of  seamen 
on  the  lakes? — A.  Oh,  yes.  For  instance,  a  year  ago  last  fall  the  wages  inschoon- 
ers  on  Lake  Michigan  were  $3  a  day.  There  was  practically  half  a  dollar  a  day 
paid  more  for  that  season  than  this  one,  being  a  very  good  season  for  light  veesela— 
schooners. 

Q.  Do  yon  care  to  say  anything  about  the  nationality  of  the  men  employed  on 
our  sailing  vessels  on  the  lakes? — A.  The  majority  of  the  men  employed  on  the 
sailing  vessels  are  Scandinavians. 

Q.  About  what  percentage  of  them  are  Scandinavians? — A.  Of  those  employed 
on  the  schooners — about  60  per  cent. 

Q.  What  are  the  others?— A.  They  are  divided  up  into  other  nationalities— some 
Americans,  some  Irish,  some  English,  and  some  German. 

16a 26 
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Q.  AboDt  what  percentage  were  Americana? — A.  I  Bhonld  Bay  about  10  per  cent. 

Q.  Can  yon  say  why  thei-e  was  snch  a  large  percentage  of  ScandiDavians  and 
other  foreigners  and  imch  a  email  percentage  of  Americans  in  the  trade  on  the 
lakee? — A.  That  is  due  a  great  deal  to  the  hardshipB.  The  Scandinavian  race.aaa 
general  thing,  take  to  the  water.  Most  all  Scandinavians  are  seamen  and  are  nsed 
to  the  sea,  more  or  lees.  Scandinavia  ifi  not  an  agricnltural  country,  bat  a  fishing 
and  sailing  country,  and  they  are  a  hardv  lot  of  people.  The  work  on  the  sailinK 
vessels  being  of  the  hardest  kind,  why  tney  were  most  adapted  to  it,  and  stayed 
with  it  to  a  greater  extent  than  other  nationalities  did. 

Q.  Had  they  come  to  America  purposely  to  go  into  the  seafaring  business? — A. 
Yes.  Many  of  them  heard  of  the  wages  paid  on  onr  lakes  in  these  good  years  and. 
of  conrse,  they  wonld  come  over.  The  larger  portion,  of  conrse,  came  over  in  the 
Scandinavian  vessels  to  the  United  States  and  left  them  for  some  reason  or  other 
and  drifted  up  to  the  lakes.  The  vessel  owners  always  have  agents  down  on  salt 
water,  and  in  that  way  induce  a  number  to  come  np  to  the  lakes. 

Q.  Domanyofthat'nationalitygointo  the  United StatesNavy?— A.  Yes;  quite 
a  nnmber. 

Q.  Are  the  wt^jea  paid  by  the  Government  and  the  conditions  in  the  Navy 
attractive  to  them? — A.  Yes. 

Q.  How  does  the  present  nnmber  on  the  lakes  compare  with  10  years  ago? — A. 
There  were  a  good  many  more  then  according  to  the  tonnage  than  there  are  now. 
The  tonnage  was  different.  There  are  a  good  many  more  seamen  employed  on 
the  lakes  now,  but  the  difference  of  10  years  ago  and  to-day  is  principally  in  the 
skill  of  the  men  employed. 

Q.  (By  Mr.  Fabquhab.)  Yon  mean  the  difference  between  the  sail  and  the 
steam  tonnage? — A.  I  mean  that  the  tonnage  on  the  lakes  has  increased  consider- 
ably during  the  10  years,  but  the  manning  of  that  tonnage  has  decreased.  There 
is  not  an  equal  number  of  seamen  employed  now  in  any  capacity  on  the  lakes  that 
there  was  ten  years  ago. 

Q.  (By  Mr.  Kennedy.)  That  ia  on  accoont  of  the  steam  vessels  coming  in?— A. 
Yes;  that  has  shortened  down  the  crews  in  every  respect. 

S.  Do  you  desire  to  speak  about  the  manner  of  employment  of  the  men  in  the 
In^  vessels  on  the  laKe?-~A.  Yes.  In  the  old  line  schooners  there  was  never 
tmj  signing  of  articles.  Captain  and  men  met,  and  they  would  engage  for  the 
going  wages  for  a  certain  tnp,  come  back,  get  their  pay,  and  leave  the  vessel.  On 
the  steamers  of  to-day  the  men  are  hired  by  the  month,  subject,  of  conrse,  to  dis- 
charge at  any  time. 

Q.  About  how  many  months'  employment  in  the  year  will  the  sailors  have — 
seamen,  as  you  call  them? — A.  Between  7  and  8  months. 

Q.  How  mnch  money  can  a  seaman  make  during  that  time! — A.  That  depends 
on  what  capacity  he  would  be  in.  There  are  different  capacittes.  In  manning  a 
schooner  he  woi^d  make  about  S300  for  the  season. 

Q.  You  might  speak  of  all  the  different  capacities  and  the  wages. — A.  The 
wages  on  thelakes  last  summer  were  for  wheelsmen  and  watchmen  $4A  per  month. 
That  was  an  increase  of  about  f  10  over  the  previons  year.  The  wages  of  the  deck 
hand  have  increased  from  an  average  of  |15  to  an  average  of  abont  |20  per 
month.  The  deck  hand  has  really  taken  the  place  of  the  sailor,  and  the  wheels- 
men and  watchmen  are  really  petty  ofBcers.  Comparing  the  deck  hand's  condition 
with  the  sailor's  of  10  years  oeo  it  has  retrograded  tremendonsty.  A  self- 
respecting  person  would  not  make  a  passage,  or  a  self-respecting  sailor  would 
not  nnder  any  considerstion  make  a  passage  as  a  deck  hand  on  one  of  these 
steamers  of  to-day.  They  are  so  abused,  they  are  used  so  hard,  and  their  wages 
are  so  low  that  it  is  only  theworst  class  of  people,  that  are  hard  npand  stranded 
in  seaports,  that  take  those  places.  That  is  the  man  that  is  really  taking  the 
place  of  the  sailor  of  10  years  ago.  He  is  not  skilled.  He  may  be  a  shoemaker 
or  a  tailor,  or  any  other  sort  of  tradesman;  bo  long  as  he  is  stranded  in  a  seaport 
and  neaiiy  starved  he  is  plenty  good  enongh.  They  would  take  him  aboard. 
work  him  all  kinds  of  hours,  and  at  an  average  rate  of  $15  or  $20  a  month  by  the 
season.  Of  conrse  they  never  stay  at  it,  they  simply  go  and  hire  out  to  the  boat, 
and  when  they  find  the  conditions  there — Oiey  are  even  too  hard  for  them,  and 
they  generally  get  off  at  the  next  place.    They  strike,  forfeiting  their  wages  in 

Q.  (By  Mr.  Kennedy.)  Are  any  of  the  members  of  yonr  anion  employed  on 
these  steam  vessels? — A.  Yes,  quite  a  nnmber;  bnt  the  majority  of  them  are 
wheelmen  and  watchmen. 

Q.  Any  deck  hands? — A.    Deck  hands,  we  usually  do  not  take  in.    In  some 

E laces  the  conditions  of  deck  bands  are  better  than  this.    For  instance,  on  the 
ne  boats— the  Western  Line,  the  Erie  Line,  and  the  Anchor  Line.    As  a  general 
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tbinK  in  many  inataDcea  they  go  to  the  poorhoase  in  Buffalo  and  get  their  cre^s, 
fill  their  crews  of  deck  hands  out  of  those  places.  If  they  can  brins  them  back  to 
Buffalo,  in  most  cafes  they  are  no  broken  np  by  hard  ogn^e  that  tney  have  to  go 
buck  to  ihe  poorhouiM!.  They  make  a  trip  a  week,  and  at  fSO  B  month  of  comae 
they  conld  not  hare  ranch  ninney. 

Q.  Moat  of  the  membera  of  yonr  nnion  are  employed,  I  mtdemtand.  on  the  Bail- 
ing vessels?— A.  No;  the  majority  is  employed  on  steamers,  as  wheelsmen  and 
watchmen. 

Q.  Are  yon  endeavoring  all  the  time  t4)  organise  these  deck  hands? — A.  No;  we 
do  not  try  very  hard  to  or|^atiize  thew  men.  tbongh  ut  the  same  time  we  eee  it  is 
the  only  way  to  better  their  condition  and  lift  them  ap.  There  is  no  help  from  ' 
legislation;  organization  ia  the  only  thing  that  we  can  see  that  will  better  their 
condition  and  ^et  a  better  class  of  men  rm  those  boatn.  If  we  conld  organize  them 
thoi'unghly  and  get  tliem  reasonable  honrs  of  labor  at  first,  and  probably  a  little 
more  wages,  that  would  improve  the  personnel  of  them,  and  be  the  means  of  secur- 
ing yonng  fellows  wanting  to  go  to  sea  from  tbe  farm,  for  inHtance.  If  it  was 
respectable  they  wonld  follow  the  aea  for  a  little  time  and  get  int«re8ted  in  a  sea- 
fannglife  and  get  advanced  to  watchmen  and  to  wheelsmen,  for  instance. 

S.  Do  you  rt'gulate  the  hours  of  working  on  the  vessels? — A.  Where  we  have 
control  we  have  legnlated  tbe  hours  of  work. 

Q.  What  is  the  nnmber  of  honrs?— A,  Twelve  hoars. 

Q.  Twelve  hours  a  day? — A.  Yes;  overtime  for  extra  work  at  loading. 

Q.  How  many  honrs  a  day  do  these  eeamen  work  who  are  not  in  the  union?— 
A.  That  would  be  on  the  steamers,  becanse  all  the  men  on  the  schooners  are  in 
the  union,  practically  all. 

Q.  The  unorganized  deck  hands,  how  many  honrs  do  they  wofk?  Yon  say 
where  you  control  they  work  18  hours.— A.  I  mean  the  schooner  when  I  say  "con- 
trolled." We  have  organized  the  men  on  the  RleamboatP,  bnt  it  was  only  done  last 
snmmer.  and  we  have  really  not  got  control  there  yet.  Those  men  worlt  asmnch 
as  3<)  hours  at  a  stretch;  work  S4  nonrs  at  all  kinds  of  labor  on  tbe  deck,  and  then 
take  and  ste«r  S  honrs  after  that.    There  are  many  instances  of  that  kind. 

Q.  Then  how  many  hours  rest? — A.  No  rest  In  this  30  hours.  Then  6  honrs' 
rest,  and  again  8  hours  at  the  wheel.  Take  a  boat  ^oing  from  Buffalo  with  coat. 
going  into  Milwaukee  to  unload.  She  gets  in  there  in  tbe  morning,  gets  unloaded 
that  day  and  leaves  for  Chicago,  a  run  of  about  5  or  8  hours.  Then,  when 
she  gets  to  Chicago,  they  have,  of  course,  to  make  ready  for  loading.  All  this 
time  all  hands  are  on  deck,  and  there  is  no  getting  below  until  the  bi»t  is  loaded 
and  ont  on  the  lake.  Then  the  man  first  at  the  wheel— say  they  loaded  at  0  o'clock 
in  the  evening — would  be  on  from  6  to  12.  After  being  up  24  hours  he  takes  the 
wheel  and  steers  8  hours  consecutively. 

(j.  (By  Mr,  Farul'har,)  Then,  what  is  his  rest  after  that:  from  12  to  6  in  the 
morning? — A.  Yes. 

(i-  Then  does  he  take  the  fnll  time  again? — A.  No;  he  ia  ont  on  the  lake,  and 
gets  watch  and  watch — 6  hours  on  and  6  honrs  off. 

Q.  (By  Mr.  Kennedy.)  He  works  12  hours  a  day  then?— A.  Works  12  honrs  a 

6.  (By  Ur.  LiTCBMAN.)  Is  that  what  you  meant  by  12  honrs  a  day  on  schoon- 
ers?— A.  Yes;  that  is  12  hours  a  day  on  schooners.  WhUst  loading  in  most  of  tbe 
lake  jjorte.  on  the  schooners  they  work  the  longshoreman's  day.  which  in  most 
cases  ia  10  and  11  hours.  Then,  of  course,  the  sailor  before  be  gets  to  work  in  the 
morning  has  to  move  the  vessel  and  make  the  vessel  fast,  pump  her  out  if  she 
leaks  any.  and  at  tbe  noon  hour  the  same  way;  and  after  they  (init  at  6  o'clock 
and  tbe  longshoreman  gets  through,  the  sailor  makes  the  vessel  fast  again  and 
pumps  her  out. 

Q.  (By  Mr.  Farquhar.)  Is  he  supposed  to  help  in  the  discharge  of  cargo? — A. 
On  ihese  schooners  he  loads  the  vessel.  He  does  all  the  shifting  of  cargo  in  many 
places. 

Q.  (By  Mr.  Kennedy.)  Do  yon  desire  to  say  anything  abont  the  neceaaity  for 
regulations  regarding  the  efllciency  of  crews  and  the  manning  of  tbe  vessels?— 
A.  Yes:  that  is  one  of  the  main  things  I  want  to  speak  about.  A.s  I  said,  the 
deck  hand  has  taken  the  place  of  tbe  seaman  of  10  years  ago.  His  conditions  are 
such  that  there  are  practically  no  seamen  in  that  branch  of  the  service.  He  is 
the  poor  fellow  who  gets  out  of  work  in  some  other  line,  and  adoi>ts  it  as  a  make- 
shift and  never  follows  it  long  enough  to  make  a  seaman  of  him. 

Q.  I  would  like  to  understand  what  yoa  mean  by  seaman?  Yon  mean  a  man 
who  wonld  be  an  efficient  sailor  on  a  Bailing  vessel? — A.  No,  not  neceasarily  a 
sailing  vessel.  I  mean  an  efBclent  seaman,  a  man  who  could  do  his  work  well, 
know  enough  to  launch  and  row  a  boat,  swing  the  vessel  around,  fire  drill,  etc. 
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Of  conrM  the  Btandard  of  the  Navy,  which  used  to  be  takeo  to  judge  the  eldll  of 
seamen,  ia  getting  pretty  etrooKiow:  that  is.for  the  preaent-day  seaman.  It  was 
all  right  for  the  men  on  the  l&kee  10  years  ago.  Then  about  60  per  cent  of  the 
men  sailing  coold  pass  that  examination  as  to  their  skill;  but  at  present,  of  course, 
there  are  not  as  manv,  that  is,  taking  all  the  men,  steamboat  as  well  ae  sail,  on 
the  lakes  to-day.  I  ao  not  suppose  there  are  over  2,000  men  on  the  lakes  that 
conld  pass  that  examination. 

Q.  (By  Hr.  KsijNBDy,)  Is  it  yonr  desire  that  they  ahoold  be  able  to  rarpass 
that  standard  or  to  come  up  to  the  stwidard  set  by  the  United  States  Navy? — A. 
Ko;  it  is  oar  desire  to  get  somelegislationproviding  that  a  vessel  of  so  many  tons 
burden  shall  carry  so  many  efficient  seamen,  and  then  give  the  seamen  a  certifi- 
cate of  efficiency,  which  every  other  country  does  at  the  present  time. 

Q.  Qives  a  certificate  from  a  government  commission  or  official? — A.  A  govern- 
ment offii:ial  in  connection,  say,  with  the  cnstom-honse.  These  cnetome-honse 
officials  are  in  very  near  everyfakexK)rt,andit  is  done  in  other  countries  without 
very  much  inconvenience.    It  is  very  necessary  that  it  be  done  on  the  lakes. 

Q.  How  would  a  government  official  become  possessed  of  the  knowledge  that 
a  man  was  an  efScient  seaman  and  be  able  to  give  him  Kucb  a  certificate? — A.  In 
the  first  place,  in  starting  that  sort  of  an  office,  he  would  have  largely  to  take  tbe 
word  of  the  man  or  else  give  him  an  examination  in  seamanship  before  issuing 
the  certificate.  After  that  when  a  new  man  came  into  the  office  he  could  give 
him  a  certificate  showing  he  commenced  saihng  such  a  date,  and  after  a  year  or 
so  of  service  raise  him  a  notch.  If  he  starts  in  as  a  landsman,  a  year  or  so  of 
service,  if  he  is  any  wave  bright,  makes  him  an  ordinary  seaman;  another  year 
or  two  makes  him  an  able  seaman.  That  is  tbe  way  they  are  regulated  in  Cier- 
many  and  also  in  Oreat  Britain. 

Q.  Would  a  certificate  of  membership  in  your  union  be  sufficient  certificate  in 
regard  to  the  man's  efficiency? — A.  From  onr  point  of  view  it  certainly  wonld, 
but  I  do  not  know  what  the  vessel  owner  would  say  about  that. 

Q.  Are  all  the  members  of  your  anion  what  yon  call  efficient  seamen? — A.  They 
are  examined  in  seamanship  and  given  a  certificate  of  the  capacity  in  which  they 
can  serve. 

Q.  Examined  by  whom?— A.  By  the  officer  in  charge  generally  of  the  office 
where  the  man  joins. 

Q.  Officer  of  the  nnion?— A.  Yes. 

<J.  Have  yon  anything  to  say  about  overloading  of  vessels  on  the  lakes? — A.  It 
is  a  well-known  fact  among  the  sailors  that  it  occors  very  freqnently,  and  no 
doubt  disasters  have  taken  place  through  that  practice. 

Q.  Yon  say  *'  no  doubt."  Do  yon  know  whether  that  is  the  cose  or  not? — A. 
Yes,  I  do  know;  in  fact  every  sailor  on  the  lakes  knows  it.    While  I  could  not 

entlon  any  special  case,  I  haves -.-     . 

"Capt.  Henry  Leisk,  master  o 
charging  that  there  is  reckless  overloading  in  the  iron-ore  trade.    The  letter 
says; 

"' I  want  to  sound  a  note  of  vaming  to  vessel  owners,  cargo  ovmers,  and  insur- 
ers that  if  the  overloading  of  small  vessels  with  iron  ore  continues  as  at  present 
(and  I  must  say  here  that  in  9  cases  out  of  10  the  master  is  not  to  blame),  when 
the  fall  storms  set  in  the  record  of  disasters,  accompanied  by  loss  of  life  and  prop- 
erty, will  far  exceed  any  previona  year.' 

''Captain  Lei^  is  explicit,  and  mentions  the  Hesaba  and  Northern  docks  at 
Dulnth.  Hecontinnee:  'A  master  of  a  vessel  who  asks  for  a  car  or  twoof  ore,  or  a 
part  of  a  packet,  which  is  invariably  necessary  to  pnt  his  vessel  in  trim,  and  con- 
sequently put  her  in  a  seaworthy  condition,  he  is  branded  aa  a  fool.  He  is  gen- 
erally given  to  underatand  that  be  must  eitaer  take  a  fall  packet  or  go  with  what 
he  has  got.  This  meana  that  he  mast  either  go  to  aea  with  his  vesaerout  of  trim, 
or  else  go  100  tons  short  of  bis  load,  or  100  tons  more  or  less  over  and  above  what 
his  vessel  can  safely  carry.  This  has  been  my  experience  with  the  Salph  on  two 
occasions  when  loading  at  the  Hesaba  and  Northern  dockn  at  Duluth.  Jane  23, 
when  I  found  my  vessel  several  inches  deeper  forward  than  I  had  intended  she 
shonld  be,  I  told  tbe  person  in  charge  of  the  packet  that  I  conld  take  no  more,  bat 
he  insisted  on  my  taking  the  remaining  portion,  and  he  threatened  to  run  it  on 
tbe  deck  of  tbe  vessel.  I  then  ordered  the  lines  cast  off,  and  the  vessel  pushed  off 
b'om  the  dock.  Then  yon  should  have  beard  the  tirade  of  abuse  which  was 
showered  on  my  head. 

"'About  an  hour  later  they  heavily  loaded  the  schooner  Jnterbuten.  When  her 
captain  protested  u^inst  being  overloaded,  he  was  told  to  throw  it  overboard 
when  he  got  outside.  Then,  daring  the  night,  they  dumped  190  tons  into  tbe 
forward  hatch  of  the  barge  Harold,  and  left  her  2  feet  by  the  head,  and  with  146 
tons  of  ore  on  board  in  excess  of  any  previous  load. 
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"  'AboDt  &  week  ago  Hr.  TreveranoB  boasted  of  bia  doct  as  breaking  all  former 
records  of  oreloading.  Did  be  mention  the  conditionB  in  which  these  vessels  left 
tie  dock,  and  whether  the  masters  were  seaworthj  or  not?' '' 

Q.  Is  not  the  comptaint  in  regard  to  overloading  principally  as  to  the  vessels  in 
the  ore  trade?— A.  Principally,  because  the  careo  of  ore  ia  so  mach  heavier  than 
other  carcH>es.  A  good  many  vessels  fill  np  with  other  cargoes  and  are  not  over- 
loaded. This  is  the  smaller  class  of  Tessels  he  speaks  of  not  loading  down  to  18 
feet,  because  those  which  can  load  to  18  feet  or  more  conld  not  load  any  deeper  if 
they  wanted  to  becanae  of  the  depth  of  water  in  the  river. 

Q.  Do  they  violate  any  law  in  overloadingvesselB? — A.  There>ia  no  law  at  pres- 
ent in  regard  to  overloading  vessels. 

Q.  (By  Mr.  Farquhar.)  Is  there  not  a  free-board  law  on  the  lakes,  a  United 
States  law  on  free  board? — A.  Not  that  I  am  aware  of. 

Q.  Dont  the  inenrance  companies  insore  ander  a  free-board  law  of  the  United 
States?— A.  The  insurance  companies  do,  but  I  do  not  think  It  is  a  United  States 
law. 

Q.  (By  Mr.  Kennedy.)  Have  yon  recommended  any  law  npon  this  enbject? — A. 
We  have  not  recommended  any  on  overloading.  We  have  done  no  more  than  to 
protest  sometimes.  We  bave  done  that  qnite  often.  It  is  snch  a  hard  matter  to 
get  anyone  to  take  up  any  legislation  like  that. 

Q.  (By  Mr.  Farqdhar.)  Can  yon  get  the  cooperation  of  the  insurance  com- 
panies in  a  case  of  that  kind? — A.  The  competition  among  insurance  companies 
ie  so  keen  on  the  lakes  they  are  glad  enongh  to  get  tlie  risk  and  eav  nothing. 

Q.  (By  Mr.  A.  h.  Harris.)  Who  owns  those  ore  boats?- A.  They  are  owned 
by  different  parties  all  along  the  lakes. 

Q.  They  ai-e  not  owned  by  any  large  companies,  steel  companies?- A.  Tes:  oh, 
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of  them  are,  bnt  the  Doats  which  the  large  steel  companies  o 
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e  than  there  is  wat«r  in 
the  rivers  where  they  have  to  c 
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Q.  They  are  undermanned,  too? — A.  Yes;  they  are  nndermanued.  I  have  here 
several  specific  caaes  of  different  classes  of  boats,  which  show  the  manniug  of 
these  vessels.  Here  is  the  barge  AustraiM.  belonging  to  the  Corrigan  Steamship 
Comoany,  of  Cleveland.  She  has  1  mate,  4  deck  haaos,  3  wheelsmen,  I  engineer, 
1  cooK,  1  lifeboat.  Now,  on  that  boat  there  are  only  3  seamen  outside  of  the  cap- 
tain— that  is.  competent  men.  They  paid  these  4  deck  hands  $25  per  month  last 
season,  and  the  season  before  that  they  paid  them  tSO. 

Q.  How  many  seamen  shonid  there  be? — A.  There  should  be  at  least  that  many 
competent  men.  The  crew  as  it  stands  now  is  10  men.  That  is  a  very  small  crew 
of  competent  men. 

(j.  There  are  only  8  competent  men?— A.  Only  4  outside  of  the  captain.  This 
tow  barge  is  S,74S  gross  tons.  She  is  one  of  the  largest.  It  will  carry  abont  6,000 
tons  of  ore. 

Q.  I  would  like  to  ask  what  the  crew  of  that  barge  could  have  done  with  tbat 
vessel  if  it  had  broken  looee  from  its  tow? — A.  It  would  have  depended  on  the 
8  men  to  make  the  canvas  on  that  boat,  hoist  the  sail,  and  while  doing  that  and 
getting  anchors  ready  they  would  be  in  close  quarters.  It  is  practically  impossi- 
ble for  8  men  to  do  that  becanse  in  case  of  a  break  adrift,  the  4  deck  hands  would 
be  practicaUy  useless,  even  if  they  could  do  a  little  plain  everyday  work  in  fine 
weather.  Wnen  a  tow  barge  breaks  adrift  it  is  usually  bad  weather.  These  men 
then  become  uselesa  because  they  are  not  seamen,  and  most  men  generally  get 
seasick  at  their  first  experience  In  bad  weather. 

Q.  Then  that  number  is  tot^y  inadequato  to  man  that  veseet  in  an  emergency 
of  that  kind?— A.  It  is  absolutely. 

Q.  (By  Hr.  Farquhar.)  How  is  it  in  fair  weather?— A.  They  manage  to  get 
along  by  working  the  deck  hands  all  hours  and  giving  watch  and  wateh  out  in 
the  lake,  but  in  the  port  they  have  to  be  on  deck  from  the  time  they  get  in  until 


weather  or  foul? — A.  It  is  shorthanded,  undoubtedly. 
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Q.  Two  on,  and  how  many  off? — A.  Four  off. 
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tj.  The  strain  is  very  great  on  a  man's  nervous  aystera^B  at  the  wheelf^A.  It 
ie  Bimplv  impossible— it  la  beyond  human  endurance  for  a  mjiu  to  steer  0  hours  at 
a  atret<:n  after  workiiig  24  or  30  hours  uontiimouBly.  It  is  an  absolnte  impossi- 
bility. The  Rtroneeat  man  could  not  stand  it.  In  this  vessel  the  committee  tells 
me  tney  loaded  24  nonrB.  They  got  off  easy.  The  tow  barge  John  Smeaion,  Bes- 
semer Steamship  Company,  is  manned  somewhat  different.  She  carriea  3  mates, 
3  Bailors,  I  fireman,  1  engineer,  1  cook.  Tliere  are  a  more  competent  men  aboard 
this  tiaree.  She  disp«nBeB  with  the  deck  hand  altogether.  The  deck  hand  on  this 
class  of  barges  is  an  innovation  altogether.     It  is  another  new  reduction. 

Q.  (By  Mr.  Farquhar.)  Rather  it  is  a  displacement  of  an  active  seaman  for  a 
decK  hand? — A.  Yes.  It  shows  what  can  be  done  in  a  few  years.  That  boat  was 
built  in  1807,  8  yeai-s  ago.  These  things  are  inaugurated  and  people  do  not  know 
them  as  a  general  thing.  It  goes  right  on,  with  one  reduction  after  another  until 
we  get  down  to  the  present. 

Q.  (By  Mr.  Kennept.)  I  wonld  like  to  ask.  before  yoa  proceed  further,  about 
this  undermanning  and  overloading;  is  it  an  evil  that  exists  principally  in  vessels 
owned  by  private  individuals  and  not  in  vessels  owned  by  large  corporations? — A. 
Yes. 

Q.  Are  they  eenerally  sufficiently  manned  and  not  overloaded?— A.  Oh,  no; 
they  are  no*  snfflciently  mannpd,  but  on  account  of  their  being  ao  large  they  can 
not  lead  them  down  to  their  real  capacity  on  account  of  the  draft  of  water  in  the 
Detroit  River. 

(^.  How  does  the  manning  on  tliose  vessels  compare  with  the  manning  of  the 
privately  owned  vessels'/ — A.  The  manning  is  bad  in  both  cases — about  the  saino. 

Q.  You  can  think  of  no  difference  in  the  manning  then? — A,  No.  I  can  not 
Bee  any  difference,  except  that  I  know  of  a  boat  that  was  chartitred  by  the  West- 
em  Company — the  New  York  Central  and  Hudson  River  Company,  •ommonly 
known  aa  the  Western  line.  When  she  was  with  them  they  put  2  new  men  on. 
and  when  the  charter  ran  out  and  she  went  back  the  2  men  were  taken  off.  That 
would  show  that  the  boats  running  between  Buffalo  and  Chicago  are  somewhat 
better  manned  than  the  general  run  of  freight  boats.  This  barge  (John  Smeaton) 
is  5.04U  gross  tonnage,  one  of  the  largest  on  the  lakea.  She  carriea  2  niates,  3 
sailors,  t  fireman,  I  engineer,  and  1  cook.  They  lose  30  hours  when  loading,  and 
when  at  sea  the  crew  jjet  6  liours  on  and  6  oft.  Now  the  manning  of  this  Iwat  is 
cut  down  bo  that  it  is  ridiculous.  Of  course  they  depend  on  fine  weather  and 
thev  are  well  insured;  also  there  are  plenty  more  deck  hands.  The  vessel  owner 
really  irms  no  risk. 

I  also  call  attention  to  the  case  of  the  steamer  CadiUar.  of  the  Cliffs  Iron  Com- 
pany, of  Cleveland.  She  ia  l,t^  tons  register,  carries  2  mates,  2  wheelsmen.  2 
watchmen,  1  deck  hand  on  deck  and  2  deckhands  passing  coal,  3  engineers,  1  oiler. 
8  firemen,  2  coiiks.  The  mate  has  to  Iw  forward  keeping  a  lookout,  as  a  general 
thing,  though  that  is  the  watchman's  place:  but  the  watchman  has  no  time  for 
that  as  he  haa  to  be  doing  some  work  around  the  deck.  So  whenever  the  least 
thing  out  of  the  ordinary  occurs  all  hands  are  called  up  on  deck. 

Q.  Speaking  of  the  bargra.  what,  in  yonr  opinion,  wonld  be  the  result  if  one  of 
them  snould  break  its  tow  in  bad  weather? — A.  Not  having  men  enough  to  mak« 
the  sails,  the  tow  would  simply  have  to  drift  and  goon  the  oeach  unless  it  drifted 
to  some  place  where  there  was  holding  ground  for  the  anchor;  but  there  are  so 
many  places  where  there  are  rocks  and  where  there  is  no  chance  to  anchor  that 
they  would  simply  go  on  the  beach  and  break  up. 

Q.  Does  it  happen  that  the  boats  break  their  tow  and  are  wrecked  as  a  result  of 
undermanning? — A.  Yea;  very  frequently. 

Q.  Can  you  give  an  instance  of  that?^A.  I  do  not  know  that  I  can  remember 
any  just  now.  The  date  and  the  name  of  the  boat  and  everything  like  that  I  can 
not  place  just  now. 

Now.  here  is  a  smaller  class  of  barge,  the  Qrace  Holland.  62S  tons,  length  189, 
beam  88,  built  1880.  It  seems  that  the  cutting  down  of  crews  has  been  mostly 
done  in  the  newer  vessels.  Once  a  vesael  gets  eatabliahed  with  a  certain  crew,  it 
is  not  so  easy  to  cut  the  crew  down,  as  the  men  will  not,  as  a  general  thtn^;.  stand 
for  it;  but  as  they  bring  out  a  new  vessel  that  is  the  easiest  time  to  get  it  char- 
tered out  on  a  good  economic  principle.  The  Orace  Holland  has  4  sailors.  If 
these  other  vessels  are  manned  right,  this  one  must  be  overmanned.  She  must 
be  vei'y  extravagant  when  she  is  only  fiJB  t^tnu.  and  one  I  told  you  about  with 
over  5,000  tons  is  not  so  well  manned.  There  were  tj  seamen  aboard  that  one,  and 
this  one  has  T  seamen  aboard  her. 

Here  is  the  steamer  Coraiia.  an  iron  steamer  of  4.330  gross  tons.  She  has  2 
mates,  2  wheelsmen,  2  watchmen.  2  deck  hands  on  deck,  and  4  cool  passers. 
They  paid  these  deck  bands  $23  a  month  last  year.  Now  the  deck  bands  that 
pass  coal  get  6  hours  on  and  0  hoursoff,  there  being  4  coal  passers.    Two  of  them 
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woA  6  hours,  and  then  the  other  two  take  the  watch;  and  in  case  one  of  the  fire- 
men geta  overheated  or  overworked,  oneof  theeemeshBs  to  take  hie  place,  ^ey 
do  not  go  on  deck  nnlesi  Bomething  extraordinary  happens.  There  are  2  deck 
haode  to  work  on  deck.  In  some  inrtancea  they  are  worked  on  the  lake  from 
daylisht  to  dark;  in  other  instances  they  get  watch  and  watch.  Bnt  when  the 
▼edsel  oomes  into  port,  and  while  in  port,  these  deck  hands  assist  on  deck  and 
work  until  the  Tessel  goes  out  of  port,  unless  there  is  some  extraordinary  delay. 
They  wonld  keep  them  on  deck  2  days  at  a  stretch. 

Q.  How  many  efiBcient  seamen  on  that  vessel?— A.  On  this  one  there  wonld  be 
7,  counting  the  captain. 

Q.  How  many  should  there  be?— A.  There  should  be  at  least  I4i  and  that  is  a 
conaervatiTe  eatimat«. 

The  steamer  RepUblut  at  the  Repahlic  Iron  Works  has  2  mates.  2  wheelsmen, 
2  watchmen,  1  deckhand  on  deck,  and  3  deckhands  on  coal  watch,  passing  coal. 
In  this  one  there  are  T  seamen.  Two  engineers,  1  oiler,  I  fireman,  each  holding 
the  boat  S  hours  on  and  S  off.  As  a  general  thing  they  work  6  on  and  6  oS.  The 
same  ie  tme  as  to  the  wheelsmen  and  watchmen. 

Q.  Is  that  the  custom  on  the  ocean  or  in  the  coastwise  trade?— A.  The  British 
commisaion  on  the  manning  of  veesels,  in  their  report  to  Parliament,  state  in  their 
report  that  it  is  an  utter  phrsical  impoesihility  for  a  man  to  steer  a  vessel  as  she 
tmgbi  to  be  steered  longer  tnan  2  honrs  at  one  time. 

Q.  Is  there  a  law  of  Parliament  prohibiting  the  employment  of  English  sailors 
in  that  capacity  foria  longer  period  than  3  hours? — A.  No;  I  do  not  think  there  is. 

Q.  But  it  is  the  custom  in  the  merchant  marine?— A.  Just  the  custom.  There 
is  no  law. 

The  steamer  Maricopa,  of  the  Minnesota  Steamship  Company,  has  9  mates,  2 
wheelsmen,  2  watchmen,  no  deckhand  on  deck.  4  deckhands  on  coal  watch.  She 
has  done  away  even  with  the  1  deckhand  on  deck.  She  has  T  seamen,  and  ot^ht 
to  have  14.    While  loading  thev  were  24  honrs  on  deck. 

Tow  barge  Carrington,  of  tne  Pittsburg  St«amefaip  Company:  Two  mates.  2 
wheelsmen ,  8  deckhands  on  deck  and  1  deckhand  who  takes  the  fireman's  place ; 
1  engineer  and  1  cook.  They  were  24  hoars  on  deck  at  a  stretch  on  that  vessel. 
Tonnage  8,180  gross.    There  are  T  competent  seamen  on  her;  should  be  14. 

Steamer  Preaque  Me:  Two  mates,  2  wheelsmen,  2  watchmen,  1  deckhand  on 
deck,  and  4  deckhands  passing  coal.  Tonnage  4.578  gross.  When  out  on  the  lake 
they  get  6  hours  on  and  6  off.    Competent  men  aboard  7;  there  should  be  14. 

Steamer  Onoko.  P,  J,  Minch  Company,  iron  steamer:  Two  mates,  2  wheelHmen, 
S  watchmen.  1  deckhand  on  deck,  and  2  coalpassers.  Tonnage  2,164  gross.  They 
work  24  hours  at  a  stretch  on  that  vessel.     Seven  competent  men;  should  be  14. 

Steamer  MoMoehiisetta,  J.  C  Gilchrist  Transit  Company:  Two  mates,  S  wheels- 
men, 2  watchmen.  3  deckhands  on  coal  watch  with  no  deckhand  on  deck.  Ton- 
n^  1,415.    Seven  competent  men;  should  have  14. 

u.  Where  did  you  get  this  data.  Mr.  Penje? — A.  I  got  this  from  the  men  in  the 
different  places  all  around  the  lakes. 

Q.  From  the  officers  of  yoar  union?— A.  Members  of  the  organization,  in  con- 
junction with  officers. 

Q.  Some  of  them  aboard  these  vessels?— A,  Yes;  some  of  them  sailing  right  in 
the  vessels.  The  3  men  that  got  this  testimony  are  in  Cleveland,  in  the  uabit 
of  sailing  in  these  vessels,  and  know  the  conditions  thoroughly.     The  statement  is 


signed  by  tl 
Now.Iw. 


,_ It  to  call  the  Commission's  attention  to  one  of  the  modem  tow  barges, 

the  Aaetralia  of  the  Corrigan  fleet.  She  carries  I  mate,  1  cook,  2  wheelsmen,  3 
deckhands.  There  are  only  4  competent  men  aboard  that  vessel— competent 
seamen.  That  is  3  less  than  a  barge  of  a  little  over  600  tonnage  should  have, 
and  she  Is  8,407  tonnage.    This  is  a  modem  tow  barge,  one  of  the  latest  out. 

Here  is  the  Btestmer  Northwest,  oneof  the  fancy  passenger  steamers — one  of  the 
finest  cm  the  I^kes.  The  Norihtmat  and  Northland  ran  between  Buffalo  and 
Superior  (or  8  or  4  mouths  in  the  summer  season,  carrying  passengers.  This 
boat  Is  allowed  to  carry  300  or  400  paesengera — 400  or  leaa.  She  haa  3  matea,  1 
captain,  19  seamen — what  they  call  seamen.  Last  year  they  paid  ^^  a  month, 
ana  the  year  before  they  paid  $35.  That  la  $5  more  than  the  deckhands  gob 
They  are  not  competent  men.  They  are  called  seamen,  and  they  pat  a  unif<04t 
on  tnem  so  that  a  passenger  does  not  know  the  difference.  They  look  like  seafoM 
with  the  blue  nniform,  bat  on  account  of  the  low  wages  and  the  failure  to^dtii- 
crimlnat«  at  all,  one-half  of  them  are  not  seamen  and  could  not  save  themseb^. 
let  ^one  saving  a  passenger  in  time  of  distreas.  That  is  a  well-known  fact.  ^I^Ke 
oarriea  12  of  these  men.  There  are  also  1  boatswain.  1  boatswain's  mate.  HCWP- 
penter.  4  qnartermasters,  and2  lookout  wen.  All  told,  there  are  2«anppoaed-t61be 
seamen  aboard  of  her.    That  nnmber  is  too  small  for  vessels  of  that  claee  if%b^ 
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'wereallcompetentmeiii'bTit  half  of  the  so-called  seamen  not  being  seamen  at  all, 
the  force  is  entirely  ioadeqaat^. 

Q.  Yon  spoke  a  while  ago  of  the  dieaaters  on  the  lakes  being  attributable  to 
overloading  and  andeimanning.  Have  yon  any  data  in  regard  to  the  wrecks  or 
disasters  on  the  lakes  for  any  recent  period— a  period  of  a  year  or  so? — A.  I  believe 
there  were  110  last  year. 

Q.  Have  yon  any  compilation  of  fact«  as  to  the  causes  of  theae  wrecks? — A. 
The  cansea  are  so  very  hard  to  obtain,  becanse  as  a  rule  they  are  insurance  cases, 
and  the  men  are  either  controlled  by  the  vessel  owners  or  the  insurance  compa- 
nies, and  there  can  be  nothing  got  ont  of  them  as  to  the  real  facts.  It  is  only  in 
very  extraordinary  cases  where  the  evideuce  really  gets  to  the  public.  If  it  is  a 
caseof  lawsuit  they  may  Ret  at  it;  bnt  it  drags  along  for  years,  nntU  the  case  gets 
out  of  the  mind  of  the  pnbUc. 

Q.  I  suppose  a  majority  of  them  were  disasters  that  would  occur,  perhaps,  no 
matter  how  efficientlyaveseel  were  manned. — A.  No;  I  Qiink  the  majority  of  the 
disasters  last  year  were  coUisions  in  the  Detroit  River. 

Q.  Cansedl^badsteeringf— A.  Byst«eringinaomeinstanc«s,nodonbt;  and  also 
by  going  too  fast,  notwithstanding  there  are  rules  regulating  the  speed,  and  by 
wheel  chains  breaking,  steering  gear  getting  disabled,  etc.  But  with  a  sufficient 
crew  aboard  most  accidents  could  be  avoided.  A  steamer  in  the  Detroit  River 
should  have  2  men  standing  at  the  hand  st«ering  gear  all  the  time,  so  as  to  be 
ready  in  case  the  steam  gearing  gave  out  to  steer  the  vessel  properiy;  but  on 
account  of  the  smallnees  of  the  crew  it  is  impossible  t«  spare  2  men  for  that  pur- 
pose, because  they  have  only  1  steersman  on  deck  and  he  is  steering  with  the 
steam  st«artnK  gear,  1  think  some  vessels  have  a  provision  to  shift  quickly  from 
the  steam  to  the  hand  stearing  gear,  bnt  it  takes  too  long,  and  the' river  being  bo 
narrows—only  80  feet  wide  in  some  places — and  with  vessels  passing  each  other  all 
the  time,  it  can  not  be  avoided  nnless  there  are  2  men  standing  at  the  hand  steer- 
ing gear  all  the  time;  but,  of  conrse,  they  have  not  crew  enough  for  that. 

There  were  mnning  oat  of  Chicago  during  the  winter  2  lines  of  passenger 
steamers,  the  Goodrich  Line  and  the  Berry  Line.  On  the  Berry  Line  on  the  Ctty 
0/ Fermoni  they  pay  their  wheelmen  in  the  winter  time  $30  per  month;  their 
watchmen  they  pay  (10  per  month.  They  carry  passengers  ul  winter.  They 
carry  2  mates,  2  wheelmen,  2  watchmen,  and  they  pav  the  wheelmen  $2(1  and  the 
watchmen  $10  a  month.  Of  coarse  it  is  winter  time,  [tut  the  idea  of  getting  com- 
petent men  for  that  wage,  men  that  can  be  relied  on,  is  wholly  out  of  the  qaee- 
tion.  In  the  sommer  time  the  boats  carry  S  wheelmen  and  2  watchmen,  and  the 
wheelmen  get  $30  and  the  watchmen  $25.  They  carry  3  lookout  men,  at  $2fi,  and 
6  so-called  sailors,  at  $80  i>er  month. 

Q.  (By,  Mr.  Litchman.)  Do  I  understand  yon  to  say  most  of  these  men  are 
single  men?— A.  They  have  of  necessitv  to  be  single,  oecanse  they  do  not  get 
wages  enongh  to  keep  a  wife  and  family  on.  If  they  sailed  all  the  year  round 
there  might  be  a  possibility  for  them  to  make  both  ends  meet,  bnt  the  season  is 
only  7  or  8  mouths  long  and  they  could  not  keep  a  wife  and  family. 

Q.  Do  you  know  whether  among  them  there  are  any  who  can  save  anvthing 
ont  of  those  meager  wages?— A.  Yes;  there  are  men  who  save  money  ont  of  those 
wages  even,  by  being  economical,  of  coarse,  and  trying  to  get  something  else  to 
do  immediately  in  vacation  seasons. 

Q.  (By  Mr.  Kennbdt.)  Have  you  been  a  sailor  on  the  ocean?— A,  Yes. 

Q.  Are  you  familiar  with  the  conditions  with  regard  to  wages  and  honrs  and 
other  discipline  on  the  ocean  as  well  as  on  the  lakes?— A.  Yes.  I  commenced  to 
sail,  when  I  was  15  years  old,  in  the  small  German  vessels,  and  sailed  there  until 
I  got  to  be  an  ordinary  seaman,  when,  throngh  my  apprenticeship,  I  shipped  in 
an  English  vessel.  I  made  one  voyase  aronnd  Cape  Horn  to  the  West  Coast  and 
back,  and  got  an  able  seaman's  discharge  and  got  promoted.  I  had  sailed  then  8 
years  altogether. 

Q.  I  want  to  ask  you  what  is  the  condition  with  respect  to  wages,  discipline, 
hours,  etc,  of  the  American  seamen  on  the  lakes  and  on  the  ocean? — A,  The  con- 
ditions in  the  coastwise  trade  on  the  Atlantic  coast  I  presume  yon  want.  The 
men  generally  get  watch  and  watch  and  there  are  none  but  competent  men  m 
;^t  trade.  In  the  vessels  in  which  I  was  employed  I  never  saw  them  try  to  ship 
Jftcompetmit  men.  They  would  not  have  them  lu  those  vessels.  If  an  incompe- 
tent mas  happened  to  ship,  they  would  find  it  out  and  he  would  have  to  leave 
faninediately, 

,..,<i;  What  about  wages?— A,  Thewageswere  generally  whattheshipningmaster 
made  them.  The  seamen  were  not  organized  when  I  was  sailing  there,  and  of 
..-> !__  ^n  the  matter. 
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Q.  What  were  they  on  the  lakes?— A.  Of  course,  at  that  time  they  were  a  great 
deu  better. 

Q.  Do  yon  know  the  wages  in  the  coastwise  trade  at  the  preeent  time? — A.  On 
the  Pacific  coast,  949;  on  the  Atlantic,  from  (SS  to  $86  a  month. 

Q.  What  iHtbehigheat  onthelohee?— A.  Foreaflors.that  is  thedeck  hand,the 
hienest  is  fSS  a  month  on  the  passenger  boats. 

O.  Ab  against  $45  on  the  Pacific?— A.  Tee. 

(j.  What  la  yoar  opinion  as  to  the  rehitive  condition  of  the  seamen  in  the  coast- 
wise trade  and  those  on  tbe  lakes  at  the  present  time?— A.  The  condition  of  the 
seamen  in  the  coastwise  trade  is  far  better. 

Q.  Whj  is  that  so? — A.  Becanse  they  are  not  worked  so  many  hnnrs,  as  I  have 
tola  yon  in  my  testimODy.SO  bonrsataetretch.  They  do  notaekaman  to  do  that 
on  the  coast.  The  men  wonld  probably  not  do  it  if  they  were  aeked.  They  are 
seamen  and  these  are  not. 

Q.  (ByHr.LiTCHMAN.)  Onthecoast  the  loading  is  done  by  longshoremen? — A. 
Pnncipuly. 

Q.  And  the  seamen  simply  sail  the  Tessel  and  do  not  take  any  part  in  the  load- 
ing and  unloading?— A.  As  a  rale,  they  do  not.  There  are  exceptional  cases 
where  thev  aaetst:  I  have  done  it. 

Q.  (By  Mr.  A.  L.  Harrib.)  How  are  sailors  provided  as  to  rations? — A.  Ve^ 
poorly.  On  theee  line  boats,  7  i^ente  a  meal  is  allowed.  That  is,  for  all  hands 
aboard  the  boat.  They  make  a  contract  with  a  supply  agent,  not  a  grocer  or 
bntcher,  bnt  a  sort  of  niiddle  man  between  the  grocer  and  bntcher  and  other 
stores,  and  he  sappliea  the  vessels  at  7  cents  a  meal.  He  pnts  jnst  enongh  aboard 
a  vesael  to  make  the  week's  trip.  They  know  the  schednle — how  lone  it  takes  the 
vessel  to  make  the  trip.  Bat  it  e,  veeeel  happens  to  mn  np  against  Dad  weather 
and  is  two  days  overdue,  everv body  goes  hungry.  The  wheelsmen  and  watch- 
men, who  are  petty  oflBcers.  are  treated  somewtwt  better  than  the  deck  hands; 
bnt  of  course,  payiiu;  7  cents  a  meal,  they  can  not  ezi>ect  the  very  best  fare. 

Q.  What  does  tbe  fare  consist  of?— A.  Qeneral  every-day  fare— nothing  especial; 
just  every-day  grub— meat,  potatoes,  vegetables,  and  conee  or  tea. 

Q,  Do  they  sit  down  to  the  table  or  does  each  one  go  and  get  what  he  wants?- 
A.  In  regard  to  tbe  deck  hands,  the  food  is  pat  in  a  bowl  and  handed  to  them, 
and  the  first  come  is  tbe  first  served,  as  a  general  thing. 

q.  That  is,  for  the  lakes?— A.  Yes. 

Q.  How  is  it  for  the  coastwise  trade— any  bettor? — A.  The  coastwise  trade  in 
tliat  respect  is  every  bit  as  good  as  the  lakes.  Tbe  crews,  of  course,  eat  in  the 
forecastle.  The  food  in  a  good  many  instances  is  not  any  too  good,  but  there  la  a 
law  now  that  providee  for  so  much  food  for  the  men. 

Q.  b  that  law  complied  with?— A.  No;  it  is  not  generally  complied  with.  It  is 
not  generally  enforced.  It  is  a  new  law,  and,  of  course,  having  the  law  on  the 
s^tnte  books  does  not  pnt  it  in  ox>eration,  as  a  general  thing,  and  tbe  men  being 
somewhat  kept  down  anyway,  they  very  often  fail  to  assert  their  rights.  If  they 
do  assert  them,  they  are  regarded  as  kickers,  and  so,  as  a  general  thing,  the  sailor 
in  that  respect  gets  the  worst  of  it. 

Q.  The  law  is  easily  evaded?— A.  Yee. 

Q.  How  many  meals  are  served? — A.  Three  meals  a  day. 

<^.  (By  Hr.  Kennedy.)  Yon  said  something  about  the  accommodations  or  the 
facilities  for  the  deck  hands.  ofScers,  firemen,  ete.? — A.  The  accommodatjous  for 
tbe  deck  hands  are  of  the  very  poorest,  and,  of  conree,  as  they  are  not  self-asserting, 
it  naturally  follows  that  the  eorroundings  are  bad.  Those  pick-ups  that  they  get, 
tbey  are  not  clean  themselves,  and  it  would  be  impossible  to  ke^  the  place  clean. 
Indeed,  there  is  no  effort  to  keep  the  place  clean;  in  fact,  if  they  were  to  keep 
clean,  they  wonld  not  have  time  for  passing  coal  6  hours  and  then  get  6  hours  oft; 
a  man  does  not  feel  like  scrnbbing  np  very  much  after  such  service.  Their  quar- 
ters are  of  the  worst  kind:  their  condition  is  horrible  from  all  view  points. 

Q.  Is  the  law  complied  with  in  regard  to  Space  which  shall  be  allowed  to  each 
sailor? — ^A.  As  a  general  thing  it  is  on  new  vessels.  On  some  of  the  older  vessels 
they  have  not  the  required  space,  and  there  is  no  complaint  oiade  about  it,  but  in 
the  newer  class  of  vessels  they  have  space  enough.  Modem  vessels  have  very 
nice  rooms  for  quartormast«rB,  watchmen,  and  officers — splendid,  some  of  them; 
but  deck  hands'  qnarters  and  the  firemen's  quarters,  too,  are  away  down  in  the 
fore  part  of  the  vessels  and  are  anything  but  what  can  be  desired. 

Q.  Are  the  deck  hands  and  other  men  aboard  vessels  generally  well  informed 
as  to  what  they  are  entitled  to  under  the  law  in  regard  to  space,  etc.? — A.  Yes; 
th^  are  generally  well  iafoi-uied  as  to  that. 
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they  carry  in  those  large  steamers,  the  deck  hands'  pl&ces  get  so  they  are  not  fit 
for  a  htunan  being  to  stay  in.  The  competition,  they  claim,  is  responsible  for 
that,  when  the  fact  is  that  the  sailors'  wages  aboard  of  those  large  carriers  is  one 

of  tbe  very  smallest  items  there  is  in  the  expense. 
"    (By  Mr.  Kennedy.)  Who  provides  tlie  bedding  in  the  coastwise  trade? — 
'he  sailor  provides  it  himself 

In  that  respect,  then,  the  sailors  on  the  Lakes  have  an  advantage  over  those 
trade?— A.  They  have  an  advantage:  yea. 


A.  Tl 


Q.  How  is  it  with  the  coastwise  trade? — A.  They  ate  clean. 

Q.  Yon  have  no  boat  inspection  in  the  coastwise  trade  in  req>ect  to  cleanli- 
ne8B?^A.  No;  merely  a  different  class  of  men.  As  a  general  thine,  a  thorough 
seaman  keeps  himself  clean  artyvf^y.  Yes;  there  is  not  a  deck  hands'  quarter  on 
any  boat  on  the  chain  of  lakes  that  is  not  full  of  vermin. 

Q.  Has  the  dismantling  of  the  regular  schooners  on  the  Lakes  into  barges  cansed 
a  deterioration  of  the  character  of  seamen? — A.  No,  it  has  not;  not  that.  There 
are  lots  of  those  barges  that  still  seem  to  carry  i  competent  seamen,  as  they  always 
did. 

Q.  HominaUy  they  did?~A,  Well,  they  did  practically,  too, 

Q.  (ByMr.  CiABKE.)  Arenotall  the  vessels  on  the  Qreat  Lakes  square  rigged? — 
A.  There  are  a  few,  a  very  few  left.  Now  they  are  square  ngged  on  the  foremast, 
that  is  all. 

Q.  Are  there  any  five  or  six  masted  schooners  on  the  Lakes?— A,  No;  onlythree- 
masted  schooners, 

Q.  That  is  the  largest? — A.  Yes.  They  had  a  four-masted  schooner,  bat  she  ie 
a  baiRe  now. 

Q.  Are  there  any  power  arrangements  for  hoisting  sail? — A.  Yea;  the  majority 
of  the  larger  class  or  vessels  canywhat  is  known  as  the ''donkey,"  a  small  engine 
for  boieting  anchor,  sail,  and  flnsh-down  pump. 

O.  Are  iJiere  any  electric  or  other  helps  in  steering  by  power? — A.  Yes.  There 
is  tne  modern  barge  that  has  steam-steering  gear,  and  some  of  tliew  have  an  elec- 
tric motor,  too,  and  furnish  their  own  electric  light,  but  the  number  is  small. 

CJ.  When  power  is  furnished  for  hoisting  sail  and  for  steering,  and  also  for 
hoisting  cargo,  is  it  necessary  to  have  so  many  deck  bands  as  it  was  before  power 
was  supplied?^*.  There  might  be  a  little  reduction  made  for  steam  power  m  the 
shape  of  a  "donkey  "aboard  a  vessel,  shipped  on  some  of  the  very  modem  vess^s, 
but  I  have  been  in  vessels  where  they  have  had  steam  "  donkeys,"  and  just  about 
the  time  it  came  freezing  weather  something  happened  to  the  "  donkey,"  and  if 
there  had  not  been  a  sufficient  crew  aboard  then  it  would  have  been  just  as  bad, 
although  on  the  modern  vessals  they  have  other  arrangements,  so  that  now  it  is 
more  perfect, in  that  they  keep  steam  on  the  "donkey  "in  good  shape, and  I  think 
some  little  allowance  might  oe  made  as  regards  the  number  of  the  crew;  hut 
when  there  is  a  barge,  a  ooat  of  il.OOO  tone  register,  and  with  only  4  competent 
seamen — I  believe  there  is  one  of  3,000  tons — that  is  too  small  a  crew  altogether. 

8.  As  to  the  sleeping  accommodations — are  separate  rooms  fumished  for  the 
ars  and  the  deck  hands?— A.  The  deck  hand  is  the  sailor.  Thedeck  hand  does 
not  sleep  with  the  petty  officer  and  watchmen  and  wheelsmen.  The  watchmen 
and  wheelsmen  have  a  room  by  theniselves. 

Q.  How  many  asually  occnpy  a  room? — A.  In  most  cases  the  wheelsmen  have  a 
room  by  themselves,  and  the  watchmen  and  the  deck  hands  have  one  room  by 
themselves. 

Q.  That  is,  how  many  will  be  in  that  room,  as  a  rule? — A.  There  could  not  be 
very  many;  on  moat  of  those  vessels  there  would  be  one  there  at  a  time. 

Q.  Is  there  any  reason  why  those  rooms  can  not  be  kept  in  a  sanitarv  and  com- 
foiiable  condition  and  free  from  vermin? — A.  It  is  not  possible  with  tne  grade  of 
men  they  carry,  with  the  wages  they  pay,  and  the  usage  they  give  the  men.  A 
nelf -respecting  man  they  could  not  keep  there;  he  would  not  sta^.  One  thing 
they  have  to  do  is  to  keep  those  men,  and  if  the  boat  is  clean  one  trip  it  would  be 
in  bad  condition  the  very  next  pa.ssage. 

Q.  If  those  rooms  and  beds  were  kept  clean  would  the  boats  be  able  to  attract 
a  better  class  of  men? — A.  Not  by  keeping  them  clean  alone;  they  wonld  have  to 
give  them  reasonable  hours;  then  the  beeping  of  the  rooms  clean  might  have 
some  effect — in  fact  I  know  it  would  have  an  effect. 

Q.  Don't  the  masters  of  those  vessels  inspect  the  quarters  of  the  sailors  or  deck 
hands?— A.  Yes;  hut  then  the  master  knows  it  is  a  hopeless  case,  just  as  I  am 
stating.  He  knows  also  how  long  the  deck  hand  has  worked,  and  he  knows  how 
lotwhehas  staged  on  the  vessel,  and  he  knowainmost  casesit  is  jnst  one  passage; 
and  he  knows  if  be  cleans  it  up  that  passage  the  next  fellow  he  gets  will  omy  leave 
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it  In  aa  bad  shape  anm.  So,  of  coarse,  they  do  ae  -well  as  coold  be  expected.  It. 
is  not  the  master's  fanlt  that  be  haa  p3t  bo  short  a  crew. 

Q.  Then,  it  is  your  opinion  that  an  improvement  in  the  qnart^rs  will  depend 
lately  npon  the  employment  of  a  better  class  of  men? — A.  Yes. 

Q.  That  will  depend  npon  better  wages  and  hours?— A.  Reasonable  honrs. 

Q.  Do  the  complaints  which  yon  have  made  in  regard  to  badness  of  qua  ' 


and  food,  lownees  of  wages,  and  nndermanning  apply  to  the  vessels  owned  by  the 
steel  companies  and  other  large  corporations  doing  tneir  own  transportation,  or 
are  they  cniefly  made  against  common  carriers? — A.  They  are  made  against  every 
st«ameT  on  the  lakes. 

<J.  (By  Mr,  A,  L,  Habbib.)  Is  that  condition  improving  or  getting  worse? — A. 
There  is  no  chance  for  it  to  improve. 

Q.  Not  much  chance  to  get  worse?— A.  Well,  I  do  not  know. 

Q.  (By  Hr.  Eennxdy.)  Don't  they  improve  when  they  go  into  strnctaral  iron- 
work and  bargework? — A.  The  man  who  ia  saihng  now  doesn't  go  there.  He  is 
not  the  kind  of  man  that  will  do  for  that  work.  You  see  atructoral  ironwork 
takes  a  calcnlating,  nervy,  cool-headed  sort  of  a  man  like  the  old-time  sailor  used 

Q.  A  large  proportion  engaged  in  that  work  are  men  who  have  followed  the 
sea,  are  tbCT  not?— A.  Seventy-five  per  cent  of  them  1  believe:  very  nearly  that. 

S.  And  the  grip  men  on  the  cars? — A.  Quite  a  number  of  those  are  sailors,  some 
ce  officers.    They  enter  into  all  trades,  bat  principally  that  of  bnilding  bridges 
and  doing  stmctural  ironwork. 

Q.  It  is  the  man  whowent  to  sea  in  the  sailing  vessels  particnlarly  who  becomes 
qnalified  for  that  sort  of  work,  is  it  not? — A.  Yea;  the  life  of  a  sailor  aboard  sail- 
ing veesels  trains  a  man  to  all  practical  work,  gives  him  a  steady  nerve.  If  he 
can't  acquire  that  he  won't  become  a  good  seaman  even,  and  a  man  staying  any 
length  of  time  gets  well  qualified  to  do  work  of  that  kind — work  where  a  man  has 
to  think  and  work  at  the  same  time,  and  who  changes  from  one  condition  to 
another  quickly. 

"     —    Mr.  Fj     .  . 

it  be  necessary  to  recruit  the  seamen  of  the  Lakes  from  immigrants? — 
A.  Ko. 

Q.  With  all  the  foreignem  engaged  on  the  Lakes  there  now,  how  are  you  going 
to,  under  the  present  conditions,  ever  give  employment  to  Americans  in  your 
service?— A.  I  do  not  say  there  are  so  many  foreigners  employed  now;  it  wa*  10 

is  the  proportion  of  foreigners  now? — A.  It  is  two-tbii'ds. 
J.  Under  the  present  conditions  and  with  a  continuance  of  the  present  condi- 
tions will  yon  not  be  forced  to  recmit  and  bring  the  new  men  from  immigrants; 
would  not  you  be  forced  to  go  into  the  lowest  class  of  foreign  immigration  to  get 
your  recmits  on  the  Lakes?— A.  I  presnme  so;  but  if  the  conditions  are  changed, 
and  I  think  they  will  be  changed,  for  I  can  not  think  that  we  can  continue  the 
way  we  are,  the  you n^  Americans  will  only  t>etoogladandwillingtogoto  sea  and 
remain  there,  providmg  the  conditions  are  so  he  can  support  a  wife  and  family 
and  have  reasonable  treatment. 

Q.  (By  Mr.  Kennedy.)  Yon  did  say  that  60  per  cent  of  those  employed  on  the 
lakes  were  Swedes  and  Scandinavians,  I  believe.  Now.  yon  say  you  meant  that 
statement  for  10  yearH  aso.  Can  yon  say  what  proportion  of  Scandinavians  or 
Swedes  are  at  work  on  the  lakes  now?— A.  Well,  I  can  not  say  the  exact  percent- 
twe,  bnt  the  Canadians  are  in  the  majority  now.  Then  comes  the  Scandinavians, 
then  the  Americans.    Now,  the  percent^e  would  be,  I  presume,  about  H5  per 

Q.  rBy  Mr.  Clarke.)  When  yon  say  Canadian  does  that  ordinarily  mean 
Prencn  Canadian?— A.  No;  I  mean  men  bom  in  Canada  of  Scotch,  or  English,  or 
any  other  parentage, 

"     '"  " '.DT.l  Are  HcantUnavlE. 

, J,  hardly. 

Q,  (By  Mr.  Farquhar.}  They  rather  go  to  farming,  don't  they?— A.  Yes; 
tbey  would  go  at  almost  anything  else  now. 

Q.  (By  Mr.  A.  L.  Harris.)  What  is  the  wage  of  the  American  seaman  com- 
pared with  the  German  seaman?— A.  Taking  the  deck  hand,  that  is  the  seaman, 
the  German  seaman's  wages  are  better;  his  wages  are  better.  They  buy  four  or 
Ave  times  as  much,  and  hie  treatment  can  not  be  compared  with  that  of  these  men. 

Q.   (By  Mr,  Farqohar.  )  Y<ra  speak  of  the  lake  now?— A,  Yes. 

O.  (By  Mr.  A,  L.  Harris.)  My  (juestion  referred  to  the  ocean.— A,  Take  it 
rignt  tbrongh,  I  do  not  think  there  is  veiy  much  difference. 
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(i-  (By  Ur.  A.  L.  Harrib.)  While  yon  were  learaing  your  trade  were  yon  on 
the  ocean  at  any  time?— A.  Yee;  all  the  time. 

Q.  Was  that  while  yoa  were  in  the  Glerman  service? — A.  In  the  Oennan  and 
English  service,  both. 

Q.  What  are  the  conditions  in  pay  compared  with  the  German  service  and  the 
English  service?— A.  There  is  little  difference  between  the  Qerman  and  English 
service,  bnt  it  is  made  up  in  the  buying  power  of  the  money  of  Oermany  and 
England. 

Q.  Which  gets  the  largest  wages?- A.  The  English  sailor;  that  is.  the  man 
sailing  ont  of  Kugland,  bnt  if  both  of  them  sail  ont  of  some  other  foreign  port 
the  wages  would  be  equal.  In  the  case  of  an  EngUshmaQ  sailing  out  of  a  Herman 
port  aloDR  with  a  Qerman,  the  two  would  get  the  same  wages. 

Q.  (By  Mr.  LiTCHKAN.)  Statewhat  thewagesare, if  yon  please, orwereatthat 
time. — A.  At  the  time  I  shipped  ont  of  Hamburg  it  was  £3  10s.  a  month  aa  an 
ordinary  e* 

"    "•    -ar 

is  812.50. 

Q.  (By  Mr.  Litchman.)  At  that  time  can  you  give  the  ordinary  wages  o 
English  vessel? — A.  I  got  the  same  wages.  It  was  in  the  winter  time,  and  there 
was  not  much  difference  at  that  time.  We  went  to  England,  and  to  New  South 
Wales,  and  I  went  out  on  the  same  vessel  again  for  the  same  wages.  Ourwagee 
In  England  and  Germany  at  that  time  were  equal.  As  a  general  thing  there  te  a 
difference  of  98.  or  $1. 

Q.  What  year  was  that,  may  I  ask?— A.  This  wae  in  1881. 

Q.  Nineteen  years  ago?— A.  Yes. 

■^.  Have  yon  any  knowledge  i-'--' 
jee  from  that  time  to  the  ] 
England  now.  if  I  understand. 

Q.  About  £8  now  in  England  at  the  present  time?— A.  No;  an  able  seaman's 
wages  at  that  time  was  £3. 

Q.  You  were  speaking  of  the  ordinary  seaman  at  that  time? — A.  Yes. 

Q.  Yon  said  £3  108.?— A.  Yes. 

Q.  Yon  said  there  was  about  Ss.  addition;  it  was  £8  then? — A.  Yes;  about 
£8  now  for  an  ordinary  seaman  ont  of  England. 

Q.  That  JH  about  $15  as  against  S2G  in  the  coast  trade  here  in  America,  is  it? — 
A.  Yes;  that  is  for  ordinary  seamen. 

Q.  (By  Mr.  A.L.  Habkis.)  How  do  the  wages  of  the  American  coastwise  trade 
compare  with  the  wages  of  the  English  seaman? — A.  Well,  of  course,  Uiey  are 
better. 

Q.  (By  Mr.  Litchman.)  Please  state  the  conditions  between  wages  paid  in 
deep-water  traffic  in  the  coastwise  traffic  in  Europe  and  the  same  in  America. — 
A.  Atpresent  I  believe  the  wages  in  England  are  £4. 

Q.  For  ordinary  able  seaman? — A,  Able  seaman;  that  is  $30.  Now,  wages  on 
the  coast  here  are  ^fifi,  an  addition  of  about  $5.  In  the  foreign  trade  the  Ameri- 
can wages — that  is  to  say,  out  of  New  York,  of  course — it  holds  good  just  the  same 
with  the  English  vessel  and  the  American  vessel  lying  alongside  of  each  other. 
Both  pay  the  same  wages,  pay  the  wages  of  New  YorK;  but  a  vessel  going  on  a 
.foreign  voyage  from  England  and  a  vessel  going  on  a  foreign  voyage  from  New 
York,  there  you  would  draw  a  comparison.  Bnt  I  am  really  not  poeted  just  now 
as  to  wages  paid  in  deep  water  on  the  Atlantic  coast  here,  but  I  presume  it  is 
about  tlH. 

Q,  Is  it  not  the  custom  for  a  vessel  in  foreign  trades  to  engage  acrewin  Europe 
for  the  round  trip,  and  thereby  fix  its  rate  of  wages  from  the  foreign  rate  of 
wages  and  not  from  the  New  York  rate  of  wages? — A.  That  is  correct. 

U.  Then  the  inference  would  be  in  that  case  that  the  wages  would  really  be  a 
little  lower  than  if  paid  at  the  rate  of  New  York  wages?— A,  Yes;  a  little  lower— 
a  little  difference. 

Q,  As  to  rules  and  regulations  covering  the  conduct  of  vessels  in  foreign  trade, 
they  are  about  the  same  with  foreign  vessels  and  American  vessels?  I  refer 
especially  to  the  space  given  to  each  man,  and  the  food  and  the  general  conduct 
of^the  vessel. — A.  The  foreign  rules  in  that  respect,  I  believe,  compare  favorably 
with  the  laws  in  the  United  States  a.\  to  food.  There  areconntries  which  provide 
for  men  somewhat  better  than  the  United  States  do.  I  know  the  laws  of  Den- 
mark, Germany,  and  Holland  are  better  in  regard  to  food  than  are  the  nnit«d 
States  laws.    But  I  am  not  very  well  informed  on  that  point. 

Q.  (By  Mr.  A.  L.  Harris.  )  Better  than  the  law  of  18087— A.  Yes;  I  think  eo. 
I  think  an  improvement  on  that  even. 

Q.  (By  Mr.XiTCHHAN.)  How  long  is  it  since  yon  had  experience  on  the  ocean? — 
A.  About  13  or  IB  years. 

(Testimony  closed.) 
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Washisoton,  D.  C,  F^miaryje,  1901. 

TESTHf  OHT  07  DAHIEL  H.  HATHE, 

Qeneral  Solieitor  of  the  Jiei-chanU  and  Miners  TmnaportatUm  Company. 

The  commiasioii  met  at  11  a.  m.,  Hr.  Phillips,  presiding.  At  that  time  Mr. 
Daniel  E.  Hayne  was  introdnced  as  a  'witneea,  and,  being  first  duly  sworn,  be 
teBtifled  aa  follows: 

S.  (By  Mr.  C.  J.  Hakbis.)  Will  yon  give  as  yonr  fall  name  and  yonrpost-oace 
rees?— A.  Daniel  H.  Hayne.  iH  E!ast  Qerman  street,  Baltimore,  Md. 

Q.  Yon  may  also  give  as  yonroccnpation. — A.  My  occnpation  is  General  Solic- 
itor of  the  Merchant  and  Miners'  Tranaportation  Company. 

Q.  How  long  have  yon  been  connected  with  transportation  by  water?-~A.  Since 
18U1. 

Q.  Have  yon  examined  our  topical  plan  of  inqniry?— A.  I  have. 

Q.  Have  yon  some  general  statement  that  you  woald  like  to  make  before  yon 
are  examined  specifically ?~ A.  Yea.  I  snppose  I  shonld  start  with  a  statement 
concerning  the  line  that  I  represent.  The  Merchants  and  Miners'  Tranaportation 
Compaq  was  incorporated  by  the  Qeneral  Asseuibly  of  Maryland  on  April  24, 
1853.  The  early  history  of  the  line  was  one  of  some  disconragement,  ont  on 
December  38,  1854.  the  first  trip  was  made  from  Boston  to  Baltimore.  Later  on, 
in  1867,  the  company  commenced  to  mn  steamers  from  Boston  to  Norfolk  and 
thence  to  Baltimore,  retuminKfromBaltimore,  via  Norfolk,  to  Boston,  In  Jana- 
axy,  1859.  the  line  from  Providence  to  Baltimoru  was  started,  but  only  ran  a  short 
time.  In  I873the  Providence  Line  was  (^inestabli^ihed,  this  time  to  ply  between 
Providence.  Norfolk,  and  Baltimore.  The  Baltimii re-Savannah  Line  was  pur- 
chased by  the  Merchants  and  Miners'  Transportation  Company  in  January,  1878, 
and  the  Philadelphia-Savannah  Line  was  inaagnrated  by  the  company  in  October, 
1900.  You  will  thus  see  there  are  4  lines  operated  by  the  company  known  as  the 
Baltimore  and  Boston  Line,  the  Baltimore  and  Providence  Line,  the  Baltimore 
and  Savannah  Line,  and  the  Philadelphia  and  Savannah  Line,  The  first  has  4 
saihoes  weekly,  the  second  has  8  sailinga  weekly,  the  third  has  3  sailinES  weekly, 
and  the  fonrth,  a  sailing  every  G  days.  In  order  to  maintain  this  schednle,  there 
are  IS  steamers.  They  nave  a  net  tonnage  of  23,868  tons  and  a  gross  toniWe  of 
38,553  tons.  These  steamers  ply  between  Boston,  Providence,  Norfolk,  &lti- 
more,  Philadelphia,  Newport  News,  and  Savannah,  as  terminals. 

Now,  as  to  the  classes,  manner,  and  terms  of  employment,  1  would  state  that, 
generally  speaking,  all  men  on  shipboard  are  considers  seamen.  There  isasnb- 
oivision  into  officers  and  crew;  or  probably  the  classification  that  would  be  most 
helpfnl  to  yon  would  be  that  of  masters,  mates,  quartermasters,  boatswains,  sea- 
men, engineers,  oilers,  water  tenders,  firemen,  coal  passers,  stewards,  steward- 
esses, cooks,  mesemen,  pantrymen,  and  waiters, 

Q,  (By  Mr.  C.  J.  Harris.)  How  many  men  do  you  employ  in  those  lines?— A. 
On  chipboard  there  would  be  about  352  for  the  15  ships  now  running.  As  to  the 
manner  of  employment,  the  coastwise  trade  and  the  conditions  surrounding 
coastwise  seamen  are  so  favorable  that  there  is  no  necessity  of  onr  employing 
agents  to  secure  help.  It  is  entirely  a  matter  of  individual  agreement  twtween 
the  applicants  and  tne  officer  employing  the  help.  The  terms  of  employment  are 
controlled  by  what  are  known  as  "shipping  articles."  prescribed  by  law,  in  which 
the  contract  of  employment  is  clearly  expressed.  I  have  a  copy  of  the  dipping 
articles  and  can  present  it  to  the  commission  if  you  choose  to  see  it. 

Q.  In  a  general  way  this  slipping  article  is  a  contract  between  your  company 
and  the  man  emi>loyed? — A.  With  every  man  on  shipboard.  It  is  prescribed  by 
law,  and  Is  in  writing.  The  contract  is  read  over  to  the  men  when  tney  sign,  and 
copies  of  it  are  posted  in  conspicuous  places  on  shiplxiard  in  order  that  they 
may  become  familiar  with  it. 

<j.  Do  you  say  sailors  prefer  shipping  on  your  boats  to  the  general  line  of  coast- 
wise trade — that  is,  on  sailing  vessels? — A,  No.  I  did  not  make  the  statement  so 
broad  as  that  they  preferred  our  vessels;  hut  from  the  fact  that  there  are  contin- 
ued applications  for  employment  on  the  coastivise  vessels,  and  from  the  further 
fact  that  the  sailing  vessels  and  tramp  steamers  find  it  necessary  to  have  agents 
to  secure  their  help,  it  would  seem  that  the  conditions  of  coastwise  liners  mast 
certainly  be  more  favorable. 

As  regards  the  treatment  and  provision  for  comfort  and  health  on  shipboard, 
the  sailors  or  seamen  of  ihe  Mercliants'  and  Miners'  Transportation  Company  are 
treated  precisely  like  other  employees.  Under  the  br(^-minded  and  liberal  pol- 
icy of  the  president  of  the  company,  Mr,  Michael  Jenkins,  there  is  a  personal 
solicitude  on  the  part  of  the  company  for  the  welfare  of  all  of  its  men. 
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Q.  Yon  have  so  control  of  or  arrangementa  for  the  men  when  the;  are  on  shore. 
I  BnppoBe,  but  only  when  they  are  on  the  veseela? — A.  May  I  ask  forther  enlight- 
enment as  to  that  question?    In  what  way?    What  eort  of  control? 

Q.  Well,  for  instance,  do  yon  employ  these  men  by  the  month  or  the  year? — A. 
By  the  month:  but  I  mi^ht  digress  here  and  perhaps  answer  your  question  fully 
by  stating  that  the  shipping  articles  provide  that  they  are  enmiged  for  the  voyage 
on  which  the  vesseJ  leaves  at  the  time  of  their  tirst  signing.  They  are  engaged  by 
the  month  and  paid  by  the  month.  They  have  the  right  under  our  shipping  articles 
to  leave  at  any  port.  The  company  early  realized  that  in  order  to  get  the  very 
beat  service  out  of  its  men  they  should  be  treated  as  men.  We  rather  anticipated 
the  laws  in  that  respect,  and  our  shipping  articles  have  always  provided  tiiat  the 
sailor  may  leave  at  the  next  port  at  which  the  steamer  touches — providing  be 
leaves  immediately  after  the  snip  is  docked.  If  he  continues  in  the  employment 
after  arriving  and  until  the  ship  is  about  to  leave,  we  would  have  great  difficulty  in 
securing  a  new  crew,  and  in  such  event  the  contract  provides  that  ne '■  has  shipped  ' 
for  the  next  voyage.  That  provision  was  made  in  order  to  protect  the  company 
and  to  protect  the  seamen.  The  seamen  have  a  right  to  leave  and  the  company 
has  the  right  of  dismissal  at  the  ports. 

Q,  Would  not  that  provision  be  hable  to  canse  you  serious  trouble?  Suppose 
half  your  crew  should  leave  you  at  Savannah,  how  wortld  you  get  enough  trained 
men  to  take  their  places  to  get  back  with? — A.  If  sach  conditions  existed,  they 
would  cause  great  emhaiTassment,  but  we  find  the  crews  do  not  want  to  leave  the 
ships  on  which  they  are  employed.  We  have  never  had  au  instance  such  as  you 
BUggest.  If  we  had  such  an  occurrence,  we  mieht  endeavor  to  have  some  change 
made  in  the  law  to  provide  against  it.  but  at  the  present  time  the  law  provides 
for  that  feature,  and  we  tiee  no  reason  why  it  should  not  exist. 

Q.  Do  you  have  any  complaint  or  sugKestions  to  make  in  regard  to  the  naviga- 
tion laws  of  the  United  States?— A.  Generallv  speaking.  1  believe  they  are  in 
advance  of  the  navigation  laws  of  some  of  the  other  countries.  There  are,  of 
course,  in  the  nature  of  things  some  little  difficnl ties  that  are  experienced.bat 
they  are  not  of  great  moment.  I  might  mention,  for  instance,  that  the  coastwise 
companies  are  ooliged  to  put  in  their  shipping  articles  a  scale  of  provisions,  under 
the  mling  of  the  Treasury  Department  basedon  theopinion  of  the  Attomey-Uen- 
eral  of  the  United  States,  and  it  is  a  question  among  the  lines  whether  they  are 
obliged  to  give  identically  that  fare,  or  whether  they  should  give  the  fare  they 
formerly  gave:  because  vou  realize  that  in  I'unning  a  large  passenger  line  there 
are  large  supplies  put  onboard  that  are  not  consumed  by  the  passengers  and  which 
can  be  served  to  the  sailors.  Thus  the  sailors'  fare  is  very  much  better  than  the 
fare  prescribed  by  law.  which  law,  as  1  understand  it,  was  directed  toward  for- 
eign vessels  and  individual  captains;  but  these  are  not  conditions  that  are  caus- 
ing any  friction  whatever. 

I  might  say  further,  speaking  from  the  owner's  standpoint,  that  I  have  never 
found  any  law  that  would  give  the  United  States  courts  jurisdiction  over  laiceny 
committed  within  the  boundaries  of  a  Stat«.  There  is  a  law  touching  embezzle- 
ment and  damage  of  freight  and  cargo,  but  thelaw  affecting  larceny  only  seems  to 
apply  to  the  high  seas  and  to  territory  over  which  the  United  States  has  exclnaive 
inrisdiction.  In  other  words,  the  larceny  law  has  not  been  made  applicable  to 
alt  navigable  waters.  The  owners  experience  great  difficulty  in  prosecuting  lar- 
ceny on  shipl)oard.  for  the  reason  that  the  various  State  laws  conflict,  and  it  is 
verj-  difficult  to  locate  precisely  the  i-itus  of  the  crime.  With  that  condition 
confronting  them  they  are  nnable  to  feel  i)erfectly  safe  in  applying  to  any  Stat« 
court,  becattse  they  are  often  unable  to  positively  pi^ove  exactly  where  the  crime 
was  committed,  and  if  the  proof  shonld  show  that  it  was  committed  out  of  the 
State,  there  would  bo  a  failure  of  jurisdiction  and  probably  a  suit  for  unlawful 
imprisonment,  with  other  attending  difficulties.  Tl.e  onlv  remedy  that  we  have 
found  has  been  to  invoke  a  law  which  staten  that  it  shall  be  a  misdemeanor  to 
embezzle  from  or  to  damage  ship,  cargo,  and  stores.  We  think  that  probably 
this  law  might  be  elastic  enough  to  cover  the  ofTeiwe  of  larceny,  but  it  is  a  mat- 
ter of  some  doubt.  Certainly  larceny  is  not  eniliezzlement,  but  there  wonld  be 
loss  and  damage  to  the  carpo  m  the  actof  larceny.  We  feel  that  such  an  addititm 
to  the  laws  as  might  specifically  prevent  larceny. co  as  togive  United  Statescourts 
and  Stateconrts  concurrent  jurisdiction  when  theact  is  committed  within  aState. 
would  add  greatly  to  the  moral  tone  of  the  lines,  and  would  be  directly  of  great 
benefit  to  the  employees  and  to  the  shipping  commonity. 

The  acts  now  relating  to  this  pirint  are  as  follows: 

K.  S.4.VJ6:  Wheneveranyscaman  whrihas  been  lawfully  engaged, oranyappren- 
tii-e  to  the  >^a  service,  counuitH  any  of  the  following  DfTentifB,  he  sball  be  pun- 
ishable uu  follows:  I    (_,(H>'^^Ic 
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Eighth.  For  willfallydamBginKtheTesBel.oTembezzlJnK.or'willfaUvdtiiiiaging 
any  of  the  etoree  or  cargo,  by  forteitnre  out  of  his  wa^eeoi  asumeqaalin  amount 
to  the  loBB  thereby  sustainea.  and,  also,  at  the  diecretion  of  the  court,  l^  impris- 
onment for  not  more  than  twelve  months. 

R.  8.  6356:  Erery  person  who,  upon  the  high  seas,  or  in  any  place,  under  the 
exclusive  jurisdictnoii  of  the  United  States,  takes  and  carries  away,  with  intent 
to  steal  or  Dnrloin,  the  personal  goods  of  another,  shall  be  poniehed  by  a  fine  of 
not  more  than  11,000,  or  by  imprisonment  not  more  than  one  year,  or  hy  both 
anch  Sne  and  imprisonment. 

Now,  as  to  discipline,  that  operates  on  shipboard  precisely  as  it  exists  on  land. 
The  discipline  starts  usnally  with  a  mild  hat  positive  admonition  to  the  offender.  If 
there  is  a  recurrence  of  the  offense,  the  pofic^  of  the  company  is  to  follow  it  up 
by  a  suspension;  and  farther  offense  by  dismissal.  The  redress  of  erievancen  is 
found  in  a  system  of  notices  to  the  superior  officer  in  command,  and  if  the  griev- 
ance is  not  adjusted  satisfactorily  to  both  sides,  the  shippinfc  articles  provide  a 
method  wherebv  there  can  be  an  appeal  to  the  higher  anthorities  in  this  way 
[reading  from  snipping  articles]:  "  Upon  the  commission  of  any  of  the  offenses 
enumerated  in  the  articles,  or  of  any  breach  thereof,  if  it  shoold  t>e  contemplated 
to  ndse  an  isene,  an  entry  thereof  should  be  made  in  the  log  book,  and  should  be 
si^ed  by  the  master  ana  by  the  mate,  or  by  one  of  the  crew;  and  the  offender,  if 
etill  in  the  vessel,  should,  before  her  next  arrival  at  any  port,  or  if  she  is  at  the 
time  in  port,  before  her  departure  therefrom,  either  be  fnrnished  with  a  copy  of 
such  entry  or  have  the  same  read  over  distinctly  and  audibly  to  him.  and  he  may 
thereupon  make  snch  reply  thereto  as  he  thinks  fit;  and  a  statement  that  a  copy 
of  the  entry  has  beenso  furnished,  or  that  the  same  has  been  so  read  over,  together 
with  the  reply,  if  any.  made  by  the  offender,  shonld  likewise  be  entered  and  signed 
in  the  same  manner."    So  in  that  way  a  record  may  be  secured. 

While  I  am  on  this  qnestion  of  the  contract,  I  might  say  that  a  further  notice 
is  given  to  masters  that  ■'  while  without  any  cause  notice  to  either  party  termi- 
nates the  service  of  any  sig^ner  at  the  expiration  of  any  voyage  as  prescribed  in 
the  articles,  it  is  presumed  that  this  provision  will  not  be  enforced  to  the  hart  or 
disadvantage  of  any  employee  withoat  good  and  sufficient  caase,  but  that  reason- 
able ojroortnnity  will  be  afforded  for  return  to  the  port  of  embarkation." 

Q.  With  reference  to  hospitals,  1  want  to  know  whether  when  the  sailors  are 
on  shore  they  are  subject  to  these  perils  here  in  these  hospitals  and  sailors'  board- 
ing honaes? — A.  They  are  undoubtedly  sabject  t-o  perils  u  they  choose  to  leave 
the  ship.  They  have  the  ri^ht  to  leave  the  ship  at  any  time  under  our  contract, 
providing  they  leave  the  ship  when  the  ship  first  enters. 

Q.  What  I  meant  was  whether,  when  the  sailors  are  still  in  your  emijloyment, 
but  in  these  various  ports,  you  had  much  trouble. —A.  We  never  experience  any 
trouble;  and  in  fact  while  sailors  come  and  go — they  are  a  shifting  class  to  an 
extent — there  is  a  stability  in  the  personnel  on  the  ships. 

Q.  What  about  your  Hievedores;  are  they  continuously  employed,  or  do  they 
load  the  cargoes  of  the  vessels  and  unload  them  by  the  contract? — A.  They  are 
paid  by  the  Hour.  There  are  in  the  neighborhood  of  1,800  stevedores  employed 
at  the  various  porta.    I  have  the  amounts  paid  them. 

Q.  I  wanted  to  know  in  a  general  way  what  plan  you  had,  whether  you  had 
these  men  employed  directly  by  yonrselves,  or  whether  you  employed  a  general 
stevedore  force? — A.  We  have  our  own  men.  They  apply  to  us  individually  for 
employment,  and  while  they  have  the  right  to  leave  at  any  time,  being  employed 
by  the  honr,  there  is  a  stability  in  the  personnel  that  yon  might  say  in  constant. 

Q.  Of  course,  your  vessels  running  regularly,  yon  would  have  your  regular 
force  instead  of  employing  the  generu  stevedore  forces  which  load  and  unlc^ 
the  tramp  steamers?— A.  Oh,  yes;  we  have,  as  I  understand  it,  nothing  like  that. 

Q.  Have  you  had  any  strikes  on  the  part  of  yonr  stevedores? — A.  Not  to  my 
knowledge,  neither  of  stevedores,  nor  of  any  other  class  of  employees. 

Q.  About  what  wages  do  yon  pay  the  stevedores?^ A.  They  are  paid  by  the 
hour,  and  the  prices  flnctoate  at  the  various  pons.  Broadly  speaking,  I  can 
say  it  runs  anywhere  from  15  to  30  cents  an  hoar. 

Q.  What  would  be  the  wages  at  Soathem  ports — at  Charleston  and  Savan- 
nah?— A.  At  Savannah,  22  cents  both  for  regular  and  overtime. 

Q.  What  is  it  at  Boston?~-A.  At  Boston  it  is  30  cents  for  regular  time  and  :iO 
cents  for  overtime. 

Q.  Yon  mean  to  say  that  the  Boston  w^[e  is  cheaper  than  the  Savannah? — A. 
Yes;  it  is  slightly  cheaper.  The  overtime  wage  is  greater,  you  see,  and  the  veg- 
nlar  time  is  less. 

Q.  I  can  not  see  how  that  would  be.  1  supposed  the  wages  at  all  those  South- 
em  ports  were  less  than  20  cents  an  hour. — A,  There  is  a  notation  here  of  ITi 
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oante  per  hour — at  Savannab  also.    There  is  also  a  notation  of  3S  cents  at  Savan- 
nafa.    So  I  BQppose  the  price  will  fltictnate  between  thiwe  figares  as  the  supply 

Q.  (By  Mr.  Fakquhar.)  I  wouldlike  to  ask  if  the  Btevedoring  at  any  of  your 
ports  is  done  by  or^nized  labor? — A.  The  stevedores  may  have  their  organiza- 
ci'ins  amon^t  themselves,  bnt  if  they  have,  the  fact  hag  never  been  brought  to  our 
attentiQn  in  any  way.  There  is  never  any  difference  between  the  company  and 
its  labor. 

Q.  Yon  find  a  regnlar  rate  prevailing  at  every  port?— A.  We  find  a  regular 
rate,  and  we  presume  there  must  be  an  understanding  among  the  men.  We 
never  dispute  those  wages,  bat  pay  them. 

Q.  In  case  ot  any  infraction  oi  the  rules  to  whom  or  to  what  tribunal  does  the 
application  go  on  the  part  of  the  plaintiff — the  United  States  conrt? — A.  You 
mean  for  personal  injnries  sustained? 

<j.  Yes;  or  maltreatment  or  lessening  of  wages  or  difference  in  tlie  constrnction 
of  the  terms  of  employment — transfer  of  employment  from  one  character  to 
another — that  would  be  made  the  basis  of  a  suit  for  damages.  In  what  court  is 
the  snit  entered? — A.  That  depends  entirely  on  circumHtances.  If  the  situs  of  the 
injury  occurs  od  land  or  if  the  contract  should  not  be  a  maritime  contract 
they  wonld  have  their  redress  in  the  State  court;  bnt  if  the  injnry  occnrs  on  ship, 
or  the  contract  be  a  maritime  one,  they  would  also  have  recourse  both  to  the 
State  courts  and  the  United  States  courts  in  admiralty.  The  elecbon,  however, 
seems  to  be  for  the  State  courts,  because  they  secure  responsive  juries  there, 

Erobably  with  the  view  of  putting  themselves  upon  the  country,  and  they  seem 
>  select  the  State  courts. 

Q.  You  think  there  is  sufficient  law  and  means  of  I'edreas  so  that  a  sailor,  a  sea- 
man, or  petty  officer,  or  any  one  in  vour  general  employ,  not  a  master,  mav  find 
bis  remedy  in  the  courts? — A.  Absolutely.  He  is  completely  protected,  I  snonld 
say,  and  n  little  more  so  than  t^e  owners,  and,  perhaps,  properly  so.  The  most 
common  method  among  sailors  in  seeking  redress  for  what  they  consider  wrongs 
against  them  is  to  apply  to  the  United  States  commissioner,  an  official  appointed 
by  all  United  Stateedistrict  courts,  who  cites  all  parties  to  appear  before  him  and 
bears  the  case.  When  the  commisBioner  fails  to  settle  the  dimculty,  and  he  feels 
it  isapropercaseforthecanrttotakenp,  he  passes  It  onto  the  court  forbearing; 
otherwise  the  matter  is  then  and  there  aismissed. 

Q.  In  the  matter  of  rations,  you  said  you  liad  adopted  the  ocean  ration,  as  pro- 
vided for  by  the  amended  Senate  bill  of  1898, 1  presume? — A.  Yes;  we  have  be^ 
compelled  to  put  that  in  the  shipping  articles,  and  are  therefore  compelled  to 
follow  it. 

(^.  Did  that  law  of  1898  say  the  coastwise  trade  should  be  provided  with  that 
ration? — A.  It  was  a  question  of  some  doubt,  bnt  after  some  investigation  by  the 
Attorney-General  of  the  United  States  he  came  to  the  conclusion  that  the  law 
was  broad  enough  to  cover  the  coastwise  vessels;  but  as  to  whether  or  not  it  was 
the  intention  of  Congress  to  do  so  I  tbink  is  a  matter  of  considerable  doubt. 
Certainly  it  will  not  improve  the  condition  of  the  sailors  if  the  lines  should  insist 
on  following  the  scale  of  provisions  provided  by  that  law,  because  if  they  are 
allowed  to  give  them  what  they  wish  to  give  them,  and  what  is  leua  expensive  to 
give  them,  because  of  the  additional  amount  of  supplies  they  are  required  to  put 
on  l)oard  for  their  regular  passenger  trfuffic,  the  seaman  fares  a  great  deal  better 
~~  every  way,  and  he  ^ta  the  best  the  land  affords. 

Q.  There  is  no  provision,  is  there,  in  case  of  an  excess  of  rations,  m  cashing  it 

for  the  benefit  of  the  sailor? — A.  I  can  hardly  see  how  that  oonld  be  done  unless 
he  had  some  way  of  keeping  the  provisions  given  him;  he  is  permitted  to  eat  ^I 
he  wants  and  has  no  more  coming  to  him.  I  think  the  sailors  are  well  satisfied, 
and  things  seem  to  be  floating  alon^  very  smoothly. 

Q.  Now.  in  your  matter  of  loading,  where  you  engage  local  stevedorinR,  in 
your  articles  is  it  provided  that  the  class  of  men  who  operate  your  ships  shall 
assist  in  the  loading  and  unloading?~A,  The  articles  do  not  itfovide  for  that, 
because  the  ship  men  do  not  assist  in  loading  and  unloading.  We  have  regular 
gangs  of  stevedores,  aud  the  ship  men  are  confined  to  the  navigation  of  the  vessel. 

Q.  What  is  your  ordinary  seaman  and  ihe  helpers  engaged  in  while  in  port7— 
A,  Cleaning  up,  inspection,  seeing  that  the  ship  is  in  proper  trim. 

Q.  So  it  is  not  a  hoUday  when  you  reach  port? — A.  It  is  not  a  boUday  nor  is  it 
at  all  excessive  work,  but  they  have  enough  to  keep  them  busy. 

Q.  Do  any  of  your  masters  give  the  men  a  forlough  of  a  few  hours  in  cities 
when  you  come  to  the  terminals? — A.  There  is  such  a  custom. 

Q.  Are  your  men  usually  married  men  with  families  and  having  homes  at  any 
otrourterminals,orare  they  single  men?— A,  The  officers  often  are  married;  the 
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eeamen  are  not  tied  down  by  family  reUtione  as  a  rale,  although  there  are  quite 
a  nnmber  that  have  their  homes  at  the  terminals. 
Q.  What  is  the  proportion  of  Americaiw?— A.  About  75  per  centiponr  own 

Q.  Where  do  youusoally  findyonr  men,m  New  England  or  along  the  Sonthem 
shores?— A.  A  great  many  seamen  come  from  the  New  EoKland  States,  bat  they 
seem  to  come  from  all  the  ports.  A  large  namber  come  from  Baltimore.  Gen- 
erally speakinif.  they  come  from  the  mwn  terminals. 

Q.  (By  Mr.  "C.  J.  Hahrib.)  Do  yon  have  any  colored  seamen?— A.  No  colored 
seamen  to  my  knowledge. 

Q.  (By  Hr.  Farquhar.)  Are  the  stevedoree  in  the  South  colored?— A.  Laively. 

Q.  Sonthof  Baltimore?— A,  Yea;  I  may  say  nearly  all  of  them  in  the  Sonth  are 
colored.  The  average  on  the  line  is  abont  ^  per  cent  white  and  45  per  cent 
colored.  • 

U.  At  all  ports? — A.  Yes;  taking  the  general  average. 

Q.  I  presnine,  if  yon  have  a  table  of  the  wages  and  compensation  it  wonld  be 
well  to  give  it  at  this  place.— A.  The  pay  roll  of  the  crew  is  as  followa:  Masters, 
$150  to  S350  a  month;  first  officers,  ST5;  second  ofScers,  $55;  boatswains,  $S0; 
qnartermaBteri),  $30;  sailors,  (35;  chief  engineers,  $120;  first  engineers,  $75;  sec- 
ond engineers,  $60;  oilera,  $iO;  water  tenders,  $iO;  firemen,  $40;  coal  passers,  $30; 
Stewards.  $55  to  (70;  first  cooks.  $50  to  $60;  second  cooks,  $35;  mess  men  $20  to 
$25;  waiters,  $20  to  $35;  pantrymen,  $20  to  $80;  stewardesses,  $18.  Board  and 
accommodations  are  given  in  addition  to  the  above  fignree.  The  number  of  cooks 
and  waiters  is  of  course  regulated  by  the  demands  of  the  passenger  season;  in  the 
etunmer  season  a  great  many  more  are  employed  than  in  the  wiutes'  season.  I 
have  epoken  as  to  the  compensation  of  stevedores  before. 


Q.  You  have  as  to  the  stevedores  in  three  ports,  I  believe? — A.  I  wiD  give  all  of 
the  ports.  At  Boston,  regular  time  20  cents  an  hour,  overtime  80;  Baltimore, 
regular  time  20,  overtime  20;  Providence  fluctaates  between  Iflf  and  181  for  regu- 


lar time,  overtime  30  to  25;  Norfolk,  regular  time  15,  overtime  15;  Newport  News, 
T^ular  time  l.S,  overtime  15;  Savannah  Hnctnates  from  17i  to  39  regular  time, 
overtime  17^  to  22;  Philadelphia,  regular  time  20,  overtime  SO. 

(J.  Have  you  any  knowledge  as  to  how  those  figures  compare  with  the  wagee 
paid  by  ships  in  the  foreign  trade? — A.  No;  I  have  no  knowledge  as  to  that.  I 
presume  they  would  have  to  pay  the  stevedores  about  the  same  prices. 

Q.  As  to  the  wages  of  your  masters  and  crews,  would  they  be  about  the  same? — 
A.  No;  I  think  the  wages  paid  by  the  foreign  trade  are  very  much  less. 

Q.  What  method  have  you  adopted  in  the  inspection  of  vessels? — A.  As  regards 
that,  it  may  be  divided  into  2  branches.  There  are  two  forms  of  inspection,  one 
by  the  Government  and  one  by  the  owner.  The  local  Government  Inspectors  are 
divided  into  hull  in^iectore  and  engine  and  boiler  inspectors.  They  make  an 
annual  inspection.  The  report  on  that  inspection  is  kept  permanently  posted  on 
shipboard.  The  owner's  inspection  is  divitted  into  a  number  of  classes.  Among 
others  there  is  the  voyage  inspection  and  the  departmental  inspection  of  every- 
thing, and  the  periodical  docking  and  general  overhauling.  The  most  important 
probably  is  the  inspectionimmedialelyprecedingthe  voyage,  at  which  time  all  the 
machinery  is  turned  over  anil  tried;  the  engines  are  always  kept  running  loorSO 
minut«s  before  starting,  to  see  that  everything  is  all  right;  all  the  appliancee 
are  tested;  the  electrical  superintendent  goes  aboard  and  tries  all  the  electrical 
appliances.    In  that  way  the  line  is  kept  up  in  proper  form. 

Q.  (By  Mr.  C.J.  Harris.)  That  is  the  private  inspection  of  your  own  company 
officers? — A.  It  is  the  private  inspection  which  is  made  necessary  ander  the  laws 
in  order  that  the  ship  may  be  seaworthy  and  that  there  may  be  no  n^ligence  on 
the  part  of  the  owners  in  embarking  on  the  voyage. 

'  <j.  Is  t)}ere  a  public-inspection  omcer? — A.  The  public  or  governmental  inspec- 
tion occurs  annually.  Then  aU  of  the  ship — the  hull,  the  machinery,  and  all  the 
appliances  are  fully  tested. 

Q.  That  public  inspection  is  merely  a  form,  then,  is  it  not? — A.  No,  sir;  it  is 
most  thorough,  and  is  done  in  great  detail. 

Q.  If  your  vess'vls  are  only  examined  once  a  year  by  public  inspectors,  the  whole 
Tessel  might  be  in  verj;  bad  shape  the  second  trip  it  made  after  it  was  inspected? — 
A.  That  IS  rather  an  impossible  condition  for  this  reason:  The  owners  find  that 
inkeepingthe  vessels  up  there  is  a  less  percentage  of  deterioration.  Thedeteriora- 
tion  on  sea  property  would  probably  run  as  high  as  10  per  cent  per  year  if  the 
vessels  were  not  kept  in  prime  condition.  By  keeping  the  repairs  up  the  deteri- 
oration is  a  very  low  percentage.  Then  there  is  another  condition  that  makes  the 
owners  unusually  alert.  If  Ine  vessel  starts  in  an  nnseaworthy  condition  and 
some  accident  happens  through  any  imperfection  that  might  have  i>een  discovered 
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n  hull  und  cargo  is  vitiated  by 

_   .  ry  bill  of  lading  isaned  on  the 

cargo  is  made  nail  and  void;  and  that  extends  to  nearly  a  million  dollars  wortii 
of  property.  So  the  owners  are  bonnd  to  be  very  alert  in  inspecting  and  watch- 
ing and  caringfor  it. 

Q.  (By  Hr.  rARQUHAR.)  Do  yon  know  how  much  they  mark  off  annnally  for 
deterioration?— A.  That  I  am  nnable  to  say.  Ihavenokuowledgeof  what  comes 
np  before  the  executive  board. 

Q.  (By  Hr.  C.J.  Harris.)  What  is  the  rnle  m  to  the  loading  or  overloading  of 
vessels? — A.  That  finds  its  regulation  in  the  same  condition  of  affairs.  A  vessel 
that  is  overloaded  is  nnseaworthy.  Further  than  that  there  is  the  regard  that 
the  master  and  the  crew  have  for  their  own  personal  safety.  The  crew  have  the 
right  to  object  to  going  to  sea  in  a  vessel  that  they  feel  is  in  an  improper  condi- 
tion, and  there  is  even  more  strength  in  these  conditkina  uf  affairs  than  in  any 
leral  verbiase  that  may  be  established  to  prevent  the  overloading  of  vessels. 

Q.  Are  ^lyonr  steamers  passenger  steamers? — A.  To  my  knowledge  all  cany 
paasengers. 

Q.  what  is  the  valne  of  the  passenger  traflftc  as  compared  with  the  freight? — 
A.  Of  course,  as  with  all  transportation  companies,  the  freight  is  the  backbone 
of  the  business.  I  coold  not  tell  yon  the  percentage,  bat  the  passenger  bnattess 
is  reraanerative,  both  on  railroads  and  steamships;  otherwise,  adopting  a  sound 
boslnees  policy,  they  would  not  be  carrying  them. 

Q.  Yon  ran  yonr  boats  for  the  freight,!  sappose;  that  is  the  first  considera- 
tion?— A.  That  is,  of  coarse,  the  first  consideration. 

Q.  Now,then,Iwoaldlike  to  take  np  the  commercial  featnres  of  this  coastwise 
trade,  its  relations  to  the  railroads,  and  competition,  it  any,  with  the  railroads. 
You  virtnally  cover  the  Atlantic  coast  from  the  North  to  the  Sonth? — A.  From 
Boston  to  Savannah. 

Q.  And  intermediate  points;  is  the  competition  with  the  railroads  very  severe? — 
A.  That  is  a  qnestion  upon  which  probably  my  experience  is  not  as  broad  as  yon 
mi^t  like  to  nave.  I  can  only  state  in  a  general  way.  That  is  in  the  domain  of 
tndlo.  Thelargestclassof  competitive  traffic  on  the  coast,  I  believe,  is  from  the 
■aUing  shipfl.  I  do  not  know  that  the  railroads  or  the  steamship  lines  have  any 
great  connict  in  their  bnainees  relations.  Before  and  daring  the  esbiblishment  of 
water  differentials  there  was  anit«  an  objection  to  the  water  lines  by  railroads, 
Irat  I  believe  that  the  inevitable  is  now  recognized,  and  they  are  getting  along 
harmonioosly. 

Q.  What  is  the  relation,  or  rather,  what  is  the  percentage  of  yonr  steamboat 
rates  to  the  railroad  rates  between  any  two  different  po  ts  that  you  might 
name? — A.  That  qaestioo  I  conld  not  answer  definitely.  I  have  here  a  statement 
made  by  the  traffic  people  that  i  misht  read. 

Q.  I  wanted  to  get  at  how  mnch  lower  these  steamboats  had  to  pnt  their  rates 
in  order  to  get  their  share  of  the  traffic?— A.  Well,  you  nnderstand,  generally 
speaking,  that  there  are  differentials  which  the  water  lines  are  allowed  to  make 
in  any  rate  by  reason  of  the  difficnlties  that  the  water  transportation  involves, 
such  as  carrying  insurance  and  so  on,  and  there  is  a  class  of  business  that  has 
grown  np  under  theue  differentials  that  may  be  considered  as  belonging  eicln- 
Bively  to  the  water  hnes,  so  there  is  no  great  amount  of  conflict  ^tween  the 
wat«r  and  rail  interests.  There  is  a  certain  amonnt  of  bosineBs  which  goes  to 
the  boats  because  of  the  advantage  of  the  lower  rates. 

Q.  You  mean  to  say  there  is  a  combination  or  an  understanding  of  prices 
benreen  your  lines  and  the  railroads? — A.  Not  at  all.  becanse  the  water  lines 
experience  a  competition  that  entirely  sets  that  feature  aside;  that  is,  Uie  com- 
petition of  the  sailing  vessels,  which  the  water  lines  are  re<juired  to  meet. 
Sailing  vessels  are  chartered,  the  owners  do  not  run  hnes.  but  give  a  boat  np  to 
a  man  for  so  much  money,  and  the  rate  is  secured  by  figuringon  the  charter 
price  and  the  gross  tonnage  aboard  to  ascertain  what  it  is.  That  fiuctuatee 
greatly  on  the  coast. 

Q.  Is  vouT  line  under  the  control  of  any  railroad  company? — A.  It  is  entirely 
indepenaent  of  any  and  all  other  companies. 

Q.  (By  Mr.  Fabqueiak.)  What  body  establishes  the  differentials?— A.  The 
lines  settle  that,  I  believe. 

Q.  Is  it  done  through  the  Interstate  Commerce  Commission  or  by  agreement 
with  the  lines? — A.  No;  I  believe  it  has  grown  nn  as  an  inevitable  resnlt  of  the 
conditions  co<ifronting  transportation  peotile.    I  think  it  is  a  natural  growth. 

Q.  These  dillerentials  are  generally  accepted? — A.  Generally  actiepted. 

Q.  Have  you  any  classification  of  freight? — A.  Yee. 

Q.  Approaching  anything  like  the  railrcMid  classification? — A.  The  same. 

Q.  The  same  by  wat«r  transportation  as  by  rail? — A.  I  believe  so,  except  where 
there  are  certain  conditions  that  mnst  be  met  that  the  rail  lines  do  not  experience. 
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Q.  (By  Mr.  C.  J.  Hakkib.)  Yon  wonld  have  Qie  same  classification  on  article 
shipped  partly  by  rait  and  parUy  bv  water? — A.  Very  often  that  ia  so.  Yon  see 
tlie  qnestion  of  classification,  while  a  natnral  development,  has  received  the 
attention  of  the  experts,  both  on  the  part  of  transportation  lines  and  the  pnblic, 
and  we  may  assnme  that  sacb  a  development  is  within  proper  bounds. 

Q.  Does  mnch  of  your  freight  go  over  the  railroads? — A.  A  good  proportion,  I 
beheve.  Of  course  laree  freighta  are  carried  direct  from  the  ports  at  rates  that 
the  railroftdB  wonld  prooablynnd  nnreninnerative.  The  merchants  have  adopted 
a  plan  of  centralizing  their  points  of  distribntion,  and  very  often  they  ship  to 
local  ports  and  distribute  from  them.  I  find  in  reading  the  papers  that  there  is 
an  institution  in  the  west  shipping  oranges  now,  and  they  have  them  moving  on 
ike  road  ready  to  divert  and  ship  on  telegraphic  advice.  The  cars  are  going  all 
the  time.  That  is  enlarging  on  tnat  plan  of  oistribution.  They  simply  start  a  car 
right  out  and  let  it  go. 

(^.  (By  Mr.  Farquhar.)  Yon  said  yon  had  some  statement  there  in  regard  to 
freight? — A.  Yes,  the  statement  ia  this:  [Reading:]  "  There  Is  not  mnch  competi- 
tion on  the  p)irt  of  railways  and  local  coastwise  onsiness  between  the  ports  cov- 
ered by  ste^ship  lines;  the  sail  competition  and  trade  conditions  occasion  such 
low  and  fluctuating  rates  between  ports  as  to  make  the  business  apparently  nnre- 
mnnerative  for  rail  camera,  although  in  some  cases  they  maintain  the  same  rates 
as  the  basing  rates  of  the  steamship  lines,  and  in  other  cases,  especially  the 
longer  hauls,  they  carry  mnch  higher  rates.  The  only  comparison  that  could  be 
made  of  the  rat^  of  the  steamship  lines  and  the  rail  lines  wonld  be  the  fixed  rates 
of  the  rail  lines  with  the  basing  rates  of  the  steamship  lines,  bnt  as  a  compara- 
tively small  portion  of  the  buBiness  is  handled  by  the  steamshin  lines  on  these 
basing  rates,  the  comparison  would  be  misleading,  the  steamship  lines  being 
oblig^  to  handle  a.  great  portion  of  their  business  on  commodity  rates  made  to 
;t  the  exigencies  of  che  case." 
).  So  yonr  commodity  rates  make  a  great  deal  of  difference? — A.  Yee. 

J.  Yon  meet  the  moat  uncertain  conditions  through  the  commodity  rate? — A. 
Through  the  commodity  rate. 

Q.  Have  yon  a  table  here  that  explains  the  character  of  yonr  freight?— A.  No, 
I  have  not. 

Q.  You  have  nothing  that  shows  the  article  of  which  the  highest  tonnage  is 
carried? — A.  We  liave  not,  but  our  records  show  that  lumber,  pig  iron,  resin, 
fertilizer,  cotton,  canned  goods,  Krain,  rails,  and  iron,  are  among  the  principal 
articles. 

Q.  (^By  Mr.  C.  J.  Harris,  )  What  do  yon  say  as  to  yonr  competition  with  other 
co^  lines  under  the  control  of  railroads?  Do  you  find  thev  nave  an  advantage 
over  you  in  any  way?— A.  I  do  not  think  that  I  am  sufBciently  familiar  with  that 
point  to  answer  that  qnestion.    I  do  not  now  recall  any  such  condition  existing. 

Q.  Does  not  the  Qeorgis  Central  own  a  line  of  steamers? — A,  Yes;  they  run 
into  New  York,  I  believe. 

S.  Now,  how  do  their  rates  comi^re  with  yours?    Does  the  Qeorgia  Central 
Iroad  give  yon  the  same  rates  to  interior  points  in  competition  that  they  can 
give  on  their  own  line? — A,  Yes;  as  I  nnderstand  it  there  is  no  discriminatiou. 

Q.  Then  they  would  have  no  advantage  over  you? — A.  I  do  not  see  that  they 
wonld;  but  still  that  is  a  question  that  probably  would  be  better  answered  by  a 
traffic  man. 

Q.  (By  Mr.  Farqdhar.)  Have  yon  a  table  that  shows  the  passenger  rates 
uetween  the  various  porta?— A.  1  have,  sir.    They  are  as  follows: 

BALTIMORE  AND  BOSTON  OR  PROVIDENCE. 

Pirstrclass ..allO.OO  tob|ia.60 

Round  trip - a20.00to   622.00 

Intermediate , .    a9.00to    ell. 00 

Intermediate  excursion _ nlS.DOto    c20.00 

Steerage aS.OOto   blO.OO 

NORFOLK  AND  BOSTON  OR  PBOVIDEMCE. 

Firstolaas -  a$9.00  to6$11.00 

Boundtrip aia.OOto   blO.OO 

Intermediate -- aS.OOto    elO.OO 

Intermediate  excursion.. -  alS.OOto    clS.OO 

Steerage o7.00to     bB.OO 


c  iDlenoedlsIc  ntea  do  Dot  apply  on  BoMoo  line  June  1 1 
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FirelHilasB  rotes  inclnde  mealB  and  stateroom  berth.  TTpper-deck  stateFoom 
bertha  on  Boston  Line  are  tl-M  extra  in  each  direction,  June  1  to  September  SO. 
Intermediate  rates  include  meals  and  berth.  Steerage  rates  include  meals  and 
bank. 

BALTIMORE  AND  BAVANNAB. 

First-cIaBs ' - --_.  $16.00 

Round  trip - 35.00 

Intermediate _■- 12,50 

Intermediate  excursion 33.00 

Steerage 10.00 

PHILADELPHIA  AND  BAVANNAH. 

First-claes -- $17.50 

Roundtrip - - 29.00 

Intermediate -- 16.00 

Intermediate  excursion -- -..- 24.00 

Steerage _- - 10.00 

First-class  and  intermediate  rates  include  meals  and  stateroom  berth.  Steerage 
rates  include  meals  and  bunk. 

NORFOLK,  NEWPORT  NEWH,  AND  BALTIMORK 

Pirstrclass $8.00 

Roundtrip ...     _._ _ _ 6.00 

Steerage 2.00 

First-class  rates  include  stateroom  berth;  meals  extra.  Steerage  rates  include 
bunk;  meals  extra. 

Rates  of  fare  given  herein  are  subject  to  change  without  notice. 

Q.  (By  Mr,  C.  J.  Harris.)  Were  your  vessels  all  built  in  this  country?— A. 

Q.  What  do  yon  say  of  yma  competition  with  the  sailing  vessels  of  the  coast- 
~'i  trade? — A.  That  at  times  has  been  very  active,  as  I  understand  it,  a  very 
)roaB  competitor  for  coastwise  buBineeB. 

^.  What  are  your  advantages  over  the  sailing  vessels? — A.  I  entipOBe  better 
service,  certain  service,  higher-naid  employees,  less  liability  of  accident,  these 
and  various  other  advantage,  but  they  scarcely  weigh  in  the  balance  against  a 
lower  rate,  and  sometimes  it  is  necessary  to  meet  the  conditions  as  they  exist. 

Q.  On  very  heavy  commodities  in  large  quantities,  where  time  was  not  bo  niucb 
an  object,  could  yon  compete  for  that  trade  at  all? — A,  That  depends  entirely 
upon  the  tonnage  capacity  and  condition  of  the  boat.  Sometimes  vessels  running 
require  a  certain  amount  of  ballast,  and  if  they  are  tight  I  suppose  there  are  times 
when  business  might  be  carried  for  lees  money  tmui  at  others.  It  depends 
entirely  upon  the  trasiness  offering. 

^.  Well,  take  for  instance  coal;  yon  don't  attempt  to  compete?— A.  Wedoaot 
attempt  to  carry  coal,  or  any  bulky  thing  of  that  kind, 

Q.  YoQ  do  carry  lumber,  dont  yon? — A.  Yes,  I  have  reference  to  bulk  in  small 
particles ;  lumber  we  would  call  by  the  piece. 

Q.  (By  Mr.  Fahquhar.  )  Many  of  yonr  vessels  engage  in  carrying  fruit  in  the 
season  very  largely,  do  they  not? — A.  Yes,  fruit  and  vegetables  compose  some 
portion  of  the  cargo;  more  vegetables,  however,  than  frnit,  and  in  order  to  keep 
pace  with  that  traffic  the  steamship  companies  find  tbey  are  required  to  put  in 
ventilators.    It  is  very  esnensive  to  keep  pace  with  the  times. 

Q.  Are  your  vessels  bnilt  with  refrigerators?  Do  you  not  have  compartment 
refrigerators? — A.  I  do  not  know  of  any  refrigerating  process  except  pantries; 
there  may  be;  that  is  in  the  department  of  construction,  and  I  am  not  fully 
informed  on  that. 

Q.  (By  Mr.  Phillips.)  Can  the  railroads  compete  with  you  in  carrying  fruit 
or  vegetables  from  the  So'uth?— A.  Well,  sometimes  they  secure  the  business. 

C^.  Your  rate  of  freight  is  generally  leas  than  the  rate  is  by  rail,  is  it  not? — A. 
There  is  a  water  differential  in  favor  of  the  water  line.  It  is  made  necessary  by 
the  inherent  condition  of  things.  The  water  lines  are  required  to  carry  marine 
insurance,  which  the  railroad  lines  do  not.  They  have  very  often  more  occasion 
for  transfer:  and  the  hazards  of  the  great  deep  are  also  conditions  to  be  taken 
into  consideration. 

Q.  Do  you  ever  make  shipping  rates  with  railroade  to  harmonize? — A.  That 
would  come  under  the  trafSc  division.    I  suggest  that  on  points  of  traffic  perhaps 
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I  am  not  a  good  witness.  I  have  anderetood  yon  want  ns  to  epeak  of  things  we 
alnolately  Imow  by  actual  exi)erience,  not  from  hearsay. 

Q.  (By  Mr.  Farqohar.)  Is  there  any  other  topic  yon  have  there  that  yon  want 
to  touch  tiponT— A.  You  refer  here  to  "  forms  ana  characters  of  aid  and  subsidy  to 
American  veeaela,"  •  •  •  The  eabsidy  act  seems  to  have  found  its  incentive 
in  the  protection  of  American  shipping  against  foreign  bottoms.  The  domestic 
lines  Buffer  no  encroachment  from  foieigTi  bottome,  and  they,  so  far  as  the  Mer- 
chants and  Miners'  Line  is  concerned  have  not  asked  for  or  gotten  any  assistance 
in  any  way.  I  do  not  thinh  that  the  condition  exists  in  the  coastwise  trade  which 
might  be  need  as  an  argument  for  the  subsidizing  of  American  coastwise  bottoms 
as  against  foreign  bottoms, 

Q.  Have  your  people  ever  considered  that  the  registered  foreign-built  ship  could 
enter  into  tne  coastwise  trade? — A.  We  have  always  felt  that  there  was  a  policy 
expressed  in  various  ways  against  foreign  vessels  takine  coastwise  busmess, 
whether  they  made  a  particular  business  of  that,  or  whether  the  foreign  ships 
touch  at  vanons  ports  on  their  voyages  to  receive  and  deliver.  That  is  provided 
against  in  the  law  and  zealously  watched  by  the  custom-house  officials,  and  we 
think  that  is  the  safeguard  for  the  American  coastwi^  merchant  marine,  because 
under  the  plan  of  enrollment,  entering  and  clearing,  they  can  check  it.  It  is 
ille^  for  foreign  vessels  to  transport  any  business  on  the  coast;  that  is,  any  local 
business  on  the  coast. 

You  refer  to  theconditionaud  treatment  of  passengers.  I  wonid  state  that  our 
passengers — cabin  passengers  (we  have  no  experience  with  immigrants) — have  the 
same  accommodations  that  are  found  in  the  best  of  hotels.  As  to  the  effect  of 
qDsrantine  and  health  laws  on  ocean  commerce,  we  find  that  eometimes  our  ships 


e  delayed  by  reason  of  quarantine,  but  the  delay  is  for  the  general  good.  All  of 
uie  quarantine  officers  are  most  earnest  in  their  endeavor  to  make  that  delay  as  light 
as  possible,  and  we  have  nothing  to  say  gainst  the  laws  as  they  are  estaolished. 


As  to  the  vessels  engaged  in  transportation  of  Uve  stock,  t 
stock,  and  nrovision  is  made  for  watering  and  feeding,  and  for  separate  stalls  and 
dunnage.  Live  stock  is  carried  nnder  contract  just  the  same  as  any  other  freight 
Is  earned. 

Q.  JBy  Mr.  Clarke.  )  Your  trafSc  is  confined  to  the  ports  north  of  Florida,  is 
it  not?— A.  It  is. 

(^.  Yon  have  not  engaged  in  the  West  India  trade  at  all? — A.  No,  sir;  we  are 
strictly  coastwise  and  have  nothing  to  do  with  foreign  business,  and  have  never 
had  any  experience  with  it. 

Q.  What  proportion  of  this  coastwise  traffic  between  the  pori»  where  your  ves- 
sels trade  is  cai  ried  by  steam  vessels  and  what  proportion  by  sailing  Tesaels? — A. 
That  being  a  onestion  of  traffic  would  be  very  difficult  for  me  to  answer,  but  I 
hardly  think  that  a  traffic  man  could  give  you  satisfactory  light  on  that  subject. 
Very  often  business  is  taken  withont  the  regular  liners  knowing  anythingabout it. 

Q.  Have  you  any  opinion  whatever  concerning  the  relative  proportions? — A.  I 
conld  not  have,  because  it  would  not  be  based  npon  any  eapenence. 

Q.  What  is  the  class  of  freight  generally  carried? — A.  That  is  another  question 
that  I  have  had  propounded  to  me  and  I  confess  that  I  have  not  the  information 
at  hand,  but  I  think  the  company  might  be  able  to  famish  it. 

Q.  Yon  said  something  about  an  apparent  difficulty  in  punishing  for  a  theft 
committed  within  the  borders  of  a  State  in  the  coastwise  trade.  If  one  passenger 
should  steal  from  another  or  one  member  of  the  crew  should  steal  from  another 
or  from  a  passenger,  is  there  no  way  of  punishing  that  offense  as  a  crime  through 
the  courts? — A.  I  have  never  yet  been  able,  after  very  diligent  search  and  also 
conferences  with  the  various  commissioners  along  the  coast  of  the  United  States 
and  the  district  attorneys,  to  place  my  hand  upon  a  law  that  could  be  invoked  to 
charge  anyone  with  a  misdemeanor  or  crime  of  larceny,  whether  committed  by  a 
passenger  or  sailor  or  seaman  wtien  committed  within  the  borders  of  a  State.  I 
should  explain  here  that  Revised  Statutes,  5356,  to  which  I  have  previously  referred, 
includes  tne  offense  of  larceny  when  committed  by  anyone  on  the  high  seas  or  ter- 
ritory over  which  the  United  States  has  exclusive  junsdiction  and  Reviaied  Stat- 
utes. 4506,  covers  the  offense  of  embezzlement  and  the  damaging  of  ship,steres,or 
cargo  wherever  the  act  is  committed,  providing,  however,  that  the  act  is  com- 
mitted by  one  of  the  ship's  company. 

Theoe  acts  obviously  omit  a  passenger  on  a  vensel  when  the  offense  is  committed 
wilbin  the  border  of  a  State,  and  unless  the  crim~e  of  larceny  can  be  read  inte 
Bevised  Statutes.  4596,  the  members  of  a  ship's  company  are  not  covered  when 
the  act  is  committed  within  a  State. 

It  Is  true  there  should  be  a  remedy  in  the  State  courts,  but  the  location  of  the 
act  is  always  in  donbt.  There  is  no  certeinty  of  the  precise  locality  of  the  com- 
missiou  of  the  act,  and  if  the  State  courts  are  used  and  the  act,  though  committed, 


422  INDUSTKIAL   OOMHlSSIOlr: — TRANSPORTATION. 

is  proved  not  to  have  been  committed  within  the  State  the  9tate  conrt  would 
have  no  jorisdiction  and  the  case  wonld  be  dismieeed,  and  probably  an  action  for 
false  imprisonment  mixbt  result. 

The  iariadiction  of  tiie  United  States  coortB  ahonld  be  broadened  so  ae  to  give 
them  concnirent  Jurisdiction  with  the  State  courts  over  the  offense  of  larceny 
when  committed  on  shipboard  within  the  borders  of  a  State. 

Q.  There  are  statutes  afcainat  other  offenses  providing  for  their  punishment? — 
A.  Quite  fnll.  For  instance,  there  is  a  atatata  igainst  embezzlement  and  other 
offenses,  bat  I  think  probably  the  difficulty  orisea  becanae  of  the  fine  distinction 
between  statutory  crimes,  and  probably  this  condition  has  never  presented  itself 
to  our  le^slators. 

Q.  Do  you  mean  to  express  the  opinion,  then,  that  if  a  person  commits  a  theft 
on  oneoryonr  vessels  within  the  jurisdiction  of  a  State  that  that  person  conld  not 
be  prosecuted?— A.  Not  in  the  United  States  courts.  I  have  found,  I  think,  suffi- 
cient law  to  apprehend  anyone  who  is  engaged  to  the  ship  under  a  law  that 
punishes  him  for  damaging  the  freight  and  cargo.  (R.  S  .450fl).  That  might  be 
considered  broad  enough  to  cover  the  ship's  company,  but  farther  than  that  I 
have  not  discovered  any  rule  or  law  that  would  cover  it,  and  wonld  be  very  glad 
to  be  onlightentjd  on  that  point. 

Q.  Wonld  that  be  broad  enough  to  cover  theft  of  one  passenger  from  another? — 
A.  I  think  not. 

Q.  (By  Mr.  Phillips.)  Could  the  passenger  not  be  arrested  when  he  lands  at 
the  first  port?— A.  Yes,  anyone,  whether  a  member  of  the  ship's  company  or  a 
passenger,  could  be  arrested  and  tried  under  the  State  laws  if  we  could  be  certain 
that  the  offense  was  committed  within  the  State  in  which  the  port  is  located,  hat 
that  fact  could  not  be  asertained  until  the  proofs  are  in  and  the  case  heard. 
When  the  State  courts  are  used  there  is  always  doubt  as  to  the  jurisdiction. 

The  offense  of  larceny,  whether  comniitted  by  the  ship's  company  or  by  passen- 
gers, seems  to  be  well  covered  on  the  high  seas,  or  when  committed  in  any  place 
over  which  the  United  States  exercises  exclusive  nnrisdiction,  but  it  is  not  covered 
in  the  United  States  statutes  when  committed  within  the  borders  of  a  State,  leav- 
ing the  only  remedy  in  the  State  courts,  and  the  precise  location  uf  the  act  is 
nsually  so  uncertain  that  the  State  courts  can  not  with  safety  be  osed.  Another 
feature  is,  if  the  ship  arrives  ^t  a  port  within  a  State  other  than  that  in  which 
the  act  is  committed,  the  offender  can  make  his  escape  before  requisition  can  be 
made  from  the  State  in  which  the  act  was  committed. 

Jurisdiction  being  delegated  to  the  United  States  District  Courts  in  admiralty 
matters,  we  might  be  able  to  find  redress  in  that  way,  bat  I  have  not'  been  able  to 
discover  a  specific  United  States  statute  defining  the  offense  of  larceny  as  a  crime 
and  misdemeanor  and  providing  a  punishment  tnerefor  when  the  act  is  committed 
within  a  State. 

Q.  (By Mr. Clarke.)  ■Wouldyoubewilliugtohavesuchastatuterecommended 
to  Congress?— A.  I  think  it  would  be  quite  desirable.  I  don't  pretend  to  say  I 
have  made  on  absolutely  exhaustive  search,  bat  I  have  endeavored  to  discover 
such  a  law  and  have  been  unable  to  do  so;  if  it  does  not  exist,  I  think  it  quite 
desirable. 

Q.  If  you  think  such  a  statute  is  necessary  would  you  be  willing  to  formulate  a 
draft?->^A .  1  would  be  glad  to  submit  a  tentative  suggestion. 

(^.  (By  Mr.  C.  J.  Harris,)  Are  there  any  other  topics  now  that  you  have  notes 
on  and  ou  which  you  wish  to  make  brief  remarks/ — A.  I  have  taken  the  pains  to 
read  very  carefully  the  suggestion  of  Mr.  Furuseth,  secretary  of  the  Sailors  Union, 
because  the  Merchants  and  Miners'  Transportation  Company  has  always  been 
very  solidtoas  about  the  condition  of  its  employees,  and  I  find  that  the  ideal  con- 
dition that  he  suggests  for  the  amelioration  of  the  condition  of  seamen,  contained 
in  his  examination  ou  page  691  of  your  volume  on  transportetion,  seems  te  be  fully 
covered  by  the  advanced  position  which  we  have  taken  with  regard  to  seamen  in 
our  "shipping  article."  Mr,  Furuseth  reads  from  alaw  which  the  seamen  them- 
selves drafted  to  amend  the  laws  relating  to  American  seamen  and  to  improve  the 
personnel  of  the  merchant  marine,  and  he  makes  various  suggestions  to  yoar 
commission,  as  follows: 

(i)  "Wepropose  to  abolish  crimping  altogether,  as  far  as  it  can  possibly  be 
abolished  by  law."  Thatbaa  been  abolished  under  our  plan,  becatise  the  Ameri- 
can coastwise  trade  is  permitted  to  sign  their  crew  direct,  which  we  do,  so  that 
there  are  no  intermediaries — crimps,  runners,  and  the  like — ooming  between  ibe 
company  and  its  sailors, 

(3i  "Wepropose  to  increase  the  space  in  the  forecastle.  "  •  •  •  Our  boats 
are  bailt,  of  coarse,  under  the  laws  and  regulations,  and  all  of  those  provisions 
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are  fally  coioplied  witb,  and  the  constToction  doea  not'flactnate  and  change  oa 
with  the  cajmce  of  individual  owners  of  private  veeaelfl. 

(3)  "To  give  the  seaman  one-half  of  what  is  actually  dne  him  in  ever;  port 
where  he  loads  and  dischargeB  cargo."  That  ia  a  very  important  provision,  of 
coarse.  When  the  seaman  receives  Bis  money  in  small  and  re^olar  installmenta 
he  has  not  as  large  an  amoant  of  money  to  spend  as  if  it  was  laid  np  for  bim,  and 
he  has  not  the  temptation  to  spend  it  before  he  has  earned  it.  Onr  company  has 
adopted  the  policy  of  paying  seamen  monthlv,  just  the  same  as  any  other  employee, 
and  they  get  along  with  that.  I  presume  tnat  is  contrary  to  the  ordinary  plan  of 
shippmg  in  the  inairidnal  veesels.    *    *    * 

(4)  "  And  to  give  the  seaman  the  right  to  call  for  a  survey  of  any  vessel  that 
he  may  happen  to  be  in  withont  the  officers  of  the  vessel  taking  part  in  the 
request."  •  •  •  His  relief  there  is  found  in  the  fact  that  he  can  leave  at  any 
time  if  be  does  not  want  to  continue.  There  is  no  requirement  for  him  to  go  (a 
sea  if  he  does  not  wish  to,  and  the  company  has  taken  a  broad  view  that  with  a 
man  who  is  discontented  with  his  position  it  is  better,  perhaps,  to  let  him  go  if 
he  chooses  to  leave;  but  we  have  bad  very  few  grievances  of  any  character. 

Then  Mr.  Fnruseth  farther  says:  (5)  "  And  to  establish  a  standard  of  skill  and 
experience  for  those  who  sign  as  able  seamen."  *  "  •  Of  course,  the  company 
has  its  method  of  selecting  its  employees,  and  they  are  not  selected  at  random  by 
some  chap  who  is  interested  largely  m  the  amount  of  money  he  can  make  out  of 
it.    We  take  an  immediate  interest  in  the  personuel  of  the  ship.    •    •    * 

{6)  "And  to  get  a  law  providing  for  the  standard  or  nnmber  of  men  to  be  car- 
ried by  vessels  according  to  their  tonnage  and  rigging."  Of  course,  an  owner  is 
obliged  to  have  a  vessel  properly  manned  to  be  seaworthy  and  wltiiin  the  scope 
of  their  insurance  policies — they  are  very  solicitous  about  having  the  ship  fnlly 
prot«cted  in  that  respect. 

Tbns,  1  think,  we  have  rather  anticipated  the  seaman's  desires,  and  I  am  very 
happy  to  observe  that  we  have  done  so.  Outside  of  this  I  da  not  know  that  I 
have  anything  further  to  say. 

Q.  (By  Hr.  Farqchas.)  What  have  you  to  say  as  to  the  prosperity  of  the 
coastwise  trade,  so  far  as  your  knowle^ie  goes  and  the  experience  of  your  own 
line? — A.  I  doubt  whether  I  could  give  a  satisfactory  answer  to  that  question, 
because  1  am  not  familiar  with  the  revenue  feature. 

Q.  Have  the  dividends  of  yonr  line  been  satisfactory  to  your  stockholders  and 
directors? — A.  I  think  there  has  been  no  discontent  in  that  respect.  They  have 
been  pretty  regular;  in  fact,  I  may  say  regular. 

Q.  Have  you  enlarged  yonr  stock  to  build  new  boats,  or  have  yon  used  your 
surplus  to  build  new  boats? — A.  Our  vessels  have  been  built  both  from  funds 
derived  from  increase  of  stock  and  from  earnings. 

Q.  (Hr.  C.  J.  Harkts.)  Has  your  volume  of  trade  been  on  the  increase,  or  does 
it  stand  still,  or  decrease? — A.  I  should  suppose  it  wonld  be  on  the  increase,  as  all 
progressive  business  naturallv  increases  with  the  increase  of  general  prosperity. 

Q.  We  want  to  know  whether  It  is  progressive,  or  whether  it  is  retrograding, 
or  no? — A.  It  is  progressing,  but  there  are  so  many  hazards  connected  with  the 
great  deep  that  there  can  be  no  anticipation  of  permanent  prosperity.  There  has 
been  general  progress  with  us  just  the  same  as  there  has  been  general  progress  in 
all  indostrial  and  other  lines  recently  in  this  country,  and  we  most  necessarily 
feel  the  relation. 

(Testimony  closed.) 

Exhibit  attached  to  Trstimony  of  Ur.  Daniel  H.  Havhx. 

Baltimobx,  Md.,  March  S3.  1901. 
To  the  Honorable  the  MemberK  of  the  InduetriiU  Comtniaiion,  Waghington,  D.  C. 

Sirs:  In  accordance  with  your  request,  I  have  looked  over  the  law  in  regard  to 
larceny  when  committed  on  shipboard,  and  find  that  sections  4596  and  S866  are  the 
statutes  I  had  in  mind  when  1  gave  my  testimony  before  the  commission.  These 
statates  are  as  follows; 

"R.  S.  459fl.  Whenever  any  seaman  who  has  been  lawfully  engaged,  or  any 
apprentice  to  the  sea  service,  commits  any  of  the  following  offenses,  he  shall  be 
punishable  as  follows^ 
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to  the  loss  thereby  sustained,  and  also,  at  the  diBcretion  of  the  co«rt,  by  impriBon- 
ment  for  not  more  than  twelve  months. 

"  R.  S.  5856.  Every  person  who,  apon  the  high  seas,  or  in  any  place  under  the 
exclusive  jurisdiction  of  the  United  States,  takes  and  carries  away,  with  intent 
to  steal  or  purloin,  the  personal  goods  of  another,  shall  be  punished  by  a  fine  of 
not  more  than  one  thonsand  dollars,  or  by  imprisonment  not  more  than  one  year, 
or  by  both  such  fine  and  imprisonment. " 

I  find,  in  going  over  my  testimony,  I  did  not  intend  to  make  the  assertion  bo 
broad  that  uierewasno  act  to  apprehend  an  offender  for  larceny  when  committed 
on  the  high  seas.  The  difficulty  has  been  principally  with  ship's  employees  who 
were  guilty  of  larceny,  and  you  will  see  by  the  inclosed  acts  that  there  is  no  rem- 
edy in  the  United  Statos  district  courts  foi-  an  offense  committed  by  one  of  the 
ehip's  crew  or  by  a  passenger  when  the  location  of  the  crime  is  within  a  State. 

Revised  Statute  ^66  i«  broad  enongh  to  apprehend  any  offender  in  the  district 
courts  of  the  Unit«d  States  when  committea  on  the  high  seas  or  on  territory 
eiclosively  within  the  jurisdiction  of  the  Unit«d  States.  This  act  would  leave 
out  both  passengers  and  the  ship's  company  (in  which  expression  I  mean  all  who 
are  connected  to  the  vessel  by  contract}  when  the  crime  was  committed  within 
the  jurisdiction  of  a  State,  ana  the  secrecy  surroanding  the  commission  of  the  act 
ie  such  that  the  owners  of  vessels  can  not  determine,  before  the  proofs  come  ont 
on  the  trial  of  the  case,  just  where  the  act  was  committed,  so  that  it  is  very  risky 
to  apprehend  an  offender  under  the  State  laws. 

Of  course,  where  the  act  is  known  to  be  committed  on  the  high  seas,  or  on  ter- 
ritory exclusively  under  the  jurisdiction  of  the  United  States,  there  can  be  no 
donrn,  of  the  remedy  in  the  United  States  courts. 

We  have,  therefore,  t>een  required  to  nse  Revised  Statute  4.^90,  which  permits 
ns  to  apprehend  any  of  the  ship's  company  for  damaging  the  vessel,  emt>ezzling, 
or  damaging  the  ship's  stores  and  cargo.  Under  this  act,  however,  we  can  not 
apprehend  a  passenger  in  the  district  courts,  nor  could  we  apprehend  one  of  the 
^p's  company  under  the  specific  charge  of  larceny.  We  might  apprehend  any 
of  tiie  ship's  company  under  the  charge  of  damaging  the  cargo. 

Yon  will  realize  that  when  a  veBsel  arrives  at  a  port,  and  immediate  action  is 
necessary  to  apprehend  an  offender,  an  inmiediate  decision  of  where  the  offense 
was  committed  must  be  reached,  for  if  it  was  not  committed  within  the  State  to 
which  we  would  then  apply  for  redress,  there  would  be  a  failure  of  jurisdiction 
and  probably  a  subsequent  suit  for  false  imprisonment.  Since  a  vessel  passes 
throng  so  many  States,  with  conflicting  jurisdictions,  it  is  desirable  that  there 
be  sufficient  authority  under  the  laws  of  the  United  States  to  apprehend  the 
offender  at  once  and  bring  his  case  before  the  United  States  officials  before  he  has 
opportunity  to  escape. 

With  an  act  conferring  upon  the  district  courts  jurisdiction  for  larceny  when 
committed  on  maritime  waters  within  a  State,  there  would  then  be  no  doubt  as 
to  the  method  of  procedure,  under  Revised  Statutes  4300  to  4305,  which  provide 
for  summary  trial. 

The  procedure  in  the  United  States  courts  would  be  to  have  a  warrant  issued 
by  a  commissioner  of  the  court,  who  would  hold  a  preliminary  hearing,  and  if  the 
evidence  was  suiBcient  an  indictment  would  immediately  issue  and  the  court 
would  grant  a  speedy  trial  if  the  oircumstances  justifie<l,  and  there  would  be 
anch  uniformity  in  the  method  of  procedure  for  larceny  on  the  navigable  waters 
that  the  shipping  community  would  become  familiar  with  the  methods.  The 
same  procedure  would  pertain  at  any  port  where  the  vessel  touched;  but  under 
the  present  doubtful  condition  of  the  law  they  are  required  to  subject  themeelves 
to  the  State  taws,  which,  because  of  their  difference,  are  confusing  and  uncertain. 

I  indioee  herewith  drafts  of  two  bills,  either  of  which  would,  in  my  opinion,  be 
snfScient  to  apprehend  a  member  of  the  ship's  company,  but  if  it  is  desired  to 
make  the  6iattier  broad  enough  to  cover  botn  seamen  and  passengers,  I  would 
recommend  the  adoption  of  Revised  Statute  535A  as  amended. 

U  it  be  said  that  the  United  States  has  no  jurisdiciio<i  over  these  offensee  when 
within  the  borders  of  a  State,  I  think  the  answer  to  tb  .s  is  that  the  United  States 
has  jurisdiction,  under  a  proper  ioterpretaticn  of  ihe  Constitution,  to  define 
crimes  and  provide  for  their  punishment  on  the  i',i\  igiible  waters  of  any  State,  so 
as  to  give  the  United  States  conrta  concnrient  jurisdiction  with  the  State  courta 

As  I  did  not  have  the  volume  containing  the  statutes  before  me.  I  stated  that 

there  was  no  redress  when  the  act  of  larceny  was  committed  on  the  high  seas, 

and  I  have  taken  the  liberty  of  correcting  my  evidence  to  agree  with  the  statutes, 

and  also  have  corrected  the  questions  to  show  a  proper  relation  to  the  answers. 

It  will  give  me  great  pleasure  to  be  of  any  furtner  assistance  within  my  power. 

Very  respectfully, 

Danl.  H.  Hayne,  GenertU  Solicitor. 
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AN  ACT  to  aiaend  section  ilM  o!  the  ReTtaed  auiulea  of  the  Ilnlled  Btatce,  relBllug-  to  ofleium  and 

Be  it  enacted  by  the  Senate  and  Hotue  of  Repreuntativea  of  the  Uniti-d  Stateii  of 
America  in  Conffreas  annembled.  That  snbaection  eight  of  section  4396  of  the 
ReviBed  Statutes  of  the  United  State?  be.  snd  .the  same  ia,  amended  to  read  ae 
foUowB: 

Section  4500.  enbsection  eight.  For  wilfully  damaging  the  Teesel.  or  embezzlinK 
or  wilfnlly  damaging  any  of  the  atores  or  cargo,  or  taking  or  carrying  away  with 
intent  to  steal  or  purloin  the  personal  goods  of  another,  or  receiving  any  Btolen 
money,  goods,  chattels,  bonds,  bill  obligatory,  bill  of  exchange,  promissory  note 
for  the  payment  of  money,  bank  note,  paper  Dill  of  credit,  certificate  of  any  State 
or  the  United  States,  knowing  the  same  to  be  stolen,  by  forfeiture  out  of  bis 
wages  of  a  snm  equal  in  amonnt  to  the  loss  thereby  enatained.  and  also,  at  the 
discretion  of  the  conrt,  by  imprisonment  for  not  more  than  twelve  months. 

[Inclorare  2.] 


Be  it  enacted  by  the  Senate  and  House  of  Reprener-tativea  of  the  United  State*  of 
America  in  (Jorigrem  aaaembUd,  That  section  53,18  of  the  Revised  Statutes  of  the 

United  States  be,  and  the  same  is,  amended  to  read  as  follows: 

Section  .IS-W.  Every  i>eraoii  who,  npon  the  high  seas,  or  in  any  place  under  the 
eicluftive  jurisdiction  of  the  United  States,  or  upon  waters  within  the  maritime 
inrisdiction  of  the  United  States,  takes  and  camea  away,  with  intent  to  steal  or 
purloin,  the  personal  goods  of  another,  or  receives  any  stolen  money,  goods, 
chattels,  bonds,  bill  obligatory,  bill  of  exchange,  promissory  note  for  the  payment 
of  money,  bank  note,  paper  bill  of  credit,  certificate  of  any  State  or  the  United 
States,  kiiowing  the  same  to  be  stolen,  shall  be  punished  by  a  fine  of  not  more 
"  '  '  "  '  ■  '  "  e  than  one  year,  or  by 


Washington,  D.  C,  Aprils,  1901. 
TESTIHOHY  Of  X.  C.  MARK  If  Air, 


The  commiaetoB  met  at  10.47  a.  m,,  Ur.  Farquhar  presiding.  At  that  time  Ur. 
M.C.  Markham  was  introduced  as  a  witness,  and,  being  ftrst  duly  sworn,  testified 
as  follows: 

Q.  (By  Mr.  Farqubar.J  Yon  will  giveyonr  name  and  addressand  official  posi- 
tion to  the  stenographer.— A.  M.  C.  Markham,  assiBtant  traffic  manager  of  the 
Illinoia  Central  Railroad  and  the  Yazoo  and  Hississtppi  Valley  Railroad;  my 
address  is  C'hiCHgo. 

Q.  How  long  have  yon  been  connected  with  railroading,  and  especlallv  with  the 
Dllnois Central? — A.  I  have  been  railroading  since  1»(19^il^  years— and  taave  been 
with  the  Illinois  Central  -iT,  years. 

<^,  Have  yon  any  prt-pared  statement  in  answer  to  the  genei  al  inquiries  in  the 
topical  plan  of  inquiry  on  the  subject  of  transportation  to  present  to  the  commis- 
sion?— ^A.  Yes;  1  have  prepared  a  short  statement. 

Q.  The  commission  would  be  pleased  to  hear  it. — A.  The  witness  then  read  as 
follows; 

In  rsnponse  to  the  reqaest  of  the  honorable  Indostrial  Commission  I  appear 
before  it  to  give  such  information  aa  is  within  my  knowledge  as  to  transportation 
on  the  Mixsias'ppi  River,  methods  employed,  volume  of  traffic,  and  the  effects  and 
infinencBs  of  this  river  transportation  on  the  railroads. 

Prior  to  1870  ttie  Mississippi  River  and  its  tributaries  transported  the  greater 
part  of  the  freightx  and  passengers  to  and  from  the  States  traversed  by  them. 
Since  then  the  conetruction  of  a  large  railroail  mileage  in  the  Mississippi  Valley 
baa  somewhat  diminished  the  volnme  of  traffic  hand'ed  on  the  rivers. 

In  18TU  there  were  only  27,183  miles  of  railroad  in  la  States  of  the  Uississippl 
Valley.  In  lUOO  there  were  upward  of  110,000  miles  of  railroad  in  these  sams 
States,  or  over  four  times  as  much. 
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The  trade  records  show  a  decreased  tonnage  movement  by  the  river  year  by 
by  year,  yet  tbe  total  veBsels  and  volume  of  bnaineas  in  atiO  very  large.  A  state- 
ment or  Uteris er  trade  vompited  by  tbe  Gensofl  Bnreaa  for  l^M  showed  the  mag- 
nitode  of  the  coinmerie  conducted  tbereon.  From  thu  statement  we  find  there 
w«r«  7,445  vesaela  plying  on  the  rivers,  having  a  capacity  of  3,393,378  tons.  For 
that  year  there  were  traosported  on  the  rivers  1D,858,H94  paasengers  and  aver 
81,000,000  tons  of  freight 

As  the  important  trade  centers  sitnated  on  the  Mlssisaippi  River  and  its  tribu- 
tariea,  anch  as  New  Orleans,  Vickabnrg,  Memphis,  Cairo,  Padncah,  St.  Louis, 
Dnbrtqae,  St.  Paal,  Evansville,  Ixmiaville,  and  Cincinnati,  have  for  acme  time 
past  been  fnlly  nerved  by  the  railroads,  It  is  natural  that  tbe  latter  sbonld  share 
in  the  trade  formerly  controlled  by  tbe  river  craft.  Aaaconseqoenoeof  themore 
expeditions  movement  and  improved  facilities  afforded  by  the  railrrads,  the  river 
traffic  haa appreciably  declined.  This  is  shown  by  the  decreased  movement  from 
the  important  trade  oentera  situated  <iii  the  river,  and  is  fntther  accentnated  by 
the  withdrawal  or  nonexistence  of  some  of  the  steamboat  companies  which  oper- 
ated on  the  river  in  the  eighLiea  and  earlier.  There  ia  still  a  large  tmsineea  done  on 
the  river,  however,  on  apecial  commodities,  snch  as  grain,  flonr,  Inmber,  sngar, 
molasses,  cotton  seed,  and  miscelianeons  freights,  both  to  iMinta  reached  by 
railroads  and  to  way  lanilinge. 

The  barge  lines  are  important  factors  in  river  tranaportation  on  acoonnt  of  the 
large  tonnage  capaci^  and  oheapness  with  which  they  can  condoct  tiie  bnainess. 

Theblt  Lon  sand  Miss  Bsippi  Valley  TransportatioQ  Company  oi^anizedabarge 
line  early  in  the  eighties.  It  represratted  the  consolidation  of  S  barge  comut- 
nies  previonsly  in  existence.  The  St  Louis  Merchants'  Bxchange  Report  for  18^ 
said  of  this  company: 

"  The  new  organization  has  ample  means  and  facilities  for  handling  with  dis- 
patch all  the  bnaineaa  that  may  be  doing.     •    *    • 

"In  order  to  show  how  great  tbe  facilities  of  the  transportation  company 
alluded  to  are  for  handling  the  bulk  grain,  it  can  be  stated  that  tnere  are  now  in 
nse  08  bargee  and  13  towboats.  The  capacity  of  a  barge  Is  from  50,000  to  80,000 
bnahels.  and  it  can  be  loaded  qniciily  from  the  spouts  of  tiie  elevators.  A  tow- 
boat  will  often  start  from  St.  Lonis  with  4  to  6  bargee  attached,  or,  in  other  words, 
with  a  cargo  of  from  200.000  to  31H).U00  bushels  of  balk  grain,  besides  other  kinds 
of  freight,  aa  these  bailee  are  so  constructed  that  any  and  all  tdnda  of  freight 
can  be  carried.  Tbe  consolidated  line  has  a  capacity  of  moving  3,000,000  bnshelK 
of  grain  per  month." 

In  November,  1900,  a  new  steel  barge  line,  consisting  of  a  towboat  and  3  - 
bargee,  went  into  operation  between  St.  Louis  and  New  Orleans.  The  boats  are 
designed  to  draw  not  to  exceed  0  feet  of  water,  and  great  success  ia  predicted  for 
them.  This  line  will,  of  conrse.  meet  with  strong  competition  Irom  Ihe  old  barge 
line,  which  is  still  in  existence.  The  new  barge  line  has  already  made  8  tripe, 
and  the  owners  seem  to  be  very  confident  of  snccees,  although  the  last  trip  took 
54  days  from  St  Louis  to  New  Orleans  itnd  liack. 

In  1880,  the  receipts  of  grain  at  New  Orleans  by  river  were  15,762,684  boshels; 
of  cotton,  ],087..'>22  balee.  For  the  same  year  St  Lonis  received  and  shipped  by 
river  nearly  2,000,000  tons  of  freight.  Since  then  very  marked  changes  have  taken 
place  in  the  commerce  movement  of  the  MiBaiasippi  Valley.  Railroads  have  been 
Dnilt  into  the  territory  formerly  served  by  the  river.  The  gradnal  improvements 
in  roadbed,  equipment,  and  general  facilitiee  of  the  railroads  enable  them  to  com- 
pete more  actively  with  the  river  and  conduct  tbe  traffic  with  decreased  expense^ 

Lines  of  railroad  run  close  to  the  river  on  both  sides,  nearly  all  the  way  from 
New  Orleans  to  St.  Panl,  and  New  Orleans  to  Lonisville  and  Cincinnati.  Aside 
from  ail  these,  there  arc  other  lines  of  road  which  detonr  from  the  river,  yet  con- 
nect the  chief  trade  centers  and  control  the  traffic  that  was  formerly  taken  to  the 
river  by  r^  and  thence  forwarded  by  boat. 

'The  statistics  of  river  trade  are  very  meager,  bnt  sach  few  as  are  obtainable 
show  that  the  bueineas  is  not  increasing. 

Coal  Teceived  at  St.  Louvtfor  the  years  natn«d. 


C^dlhjk' 
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Toimage  received  and  thipped  by  river  at  St.  Louis  for  tKe  years  named. 


USD. 

»a 

IWD. 

Tont. 

TOHM. 

Tbtu. 

Tons  of  freight  by  rail  received  and  fonoarded  at  St.  Louis  for  the  yean  natned. 


The  cotton  receipts  by  river  &t  New  Orleans  in  1880  were  S4  per  cent  of  tbe 
entire  cotton  receipts  of  that  place;  in  I8!i0,  SO  per  cent;  and  in  1699,  only  15  per 
cent,  Hhowing  a  large  decline  in  the  river  oottoo  trade.  The  rail  receipts,  on  tbe 
other  hand,  were  in  ISttH  over  iiOO  per  cent  of  what  they  were  in  1880. 

Cotton  receipts  at  New  Orleans. 


im. 

tm. 

UN. 

1.067,K« 

te7,sn 

Bala. 

Balf. 

Of  784,037  banelH  of  flour  received  at  New  Orleans  in  1899,  only  71,963  were 
brought  by  river. 

or  3T,479,500bashelsof  grain  received  the  same  year,  only  3,764, 028  were  brought 
by  river. 

In  1884,  New  Orleans  received  by  rail  1,195,372  tone  of  all  kinds  of  freight;  in  1900, 
4,313,600  tons,  or  nearly  fonr  times  more. 

In  the  trade  issae  of  The  New  Orleans  Times- E>emocntt  of  September  last  the 
river  aitnation  waa  snmmed  up  bv  Captain  Drown,  the  traffic  manager  of  a  steam* 
boat  line  operating  from  New  Orleans  north,  as  follows: 

"  Some  years  aco  regular  lines  of  tar|{e.  fine  steiimboatB  plied  on  fixed  aohednlee 
between  New  OrleatiB.  Si.  Louie,  Cincinnati,  Lonisville.  Hemphie,  VickebnrK.  and 
the  lower  river.  This  also  applies  to  tbe  triimtary  stroauis  in  Lonisiana,  UissiB- 
aiplii,  and  Arkansas.  As  the  railroads  opened,  the  patronage  transferred  by  tbe 
shippers  from  tbe  river  bcwts  to  the  rail  liuea  began  to  bave  serious  effect  on  the 
boats  by  a  decided  rednotion  in  their  revenne  from  paasruger  travel  and  freight 
shipments.  •  •  •  So  mnch  business  was  diverted  from  the  river  to  rail  by 
shippers  that  as  tbe  boat  lines  would  lose  a  IjoaI  or  one  would  lor  any  reason  go 
OUtof  commission,  the  prospectt  for  profiUtinbailding  new  craft  were  so  nncertun 
that  there  was  no  indncemeot  for  the  boatmen  lo  replenish  their  fieets  and  keep 
np  their  trades." 

However  this  may  be,  the  same  trade  isane  of  the  Times- Democrat  shows  307 
vessels  belonging  to  the  port  of  New  Orleans,  which  were  in  service  on  tbe  river 
and  lake  in  Jnly.  lUOO. 

The  St.  Louis  Trade  and  Commer(.'e  Report  for  inOO  shows  6  steamboat  com- 
panies with  34  steamers  plying  between  that  placeandotber  ports  north  andaoatb, 
besides  04  independent  packets  and  towboats. 

At  Memphis  there  is  the  Memphis  and  Cincinnati  Packet  Company,  the  Memphis 
K&d  Arkansas  City  Packet  Company,  and  the  Lee  Line  of  steamers  ranning  north 
and  south  therefrom. 

There  were  39  steamers  engaged  in  freight  and  passenger  bnsinees  in  1890 
between  Cincinnati  and  other  ports,  representing  a  tonnage  of  10,811  tons, 
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NotwJthstandiDK  the  decliae  which  of  late  years  may  have  taken  place  in  the 
river  commerce,  the  UiBsiwippi  and  its  tTiliutarieB  are  now,  as  in  the  past,  a 
potent  factor  in  diminishing' railrotul  rates  andrevenuta.  Normnat  it  liettaougbt 
that  their  influence  in  this  respect  has  been  or  is  confined  only  to  the  trt&c 
which  moves  between  the  trade  centers  siioat^d  on  the  river.  The  complexities 
and  necessities  which  confront  the  ntllroailH  in  rate  making  are  each  as  to  maloi 
this  river  influence  almost  conterminons  with  the  Roolty  Mountains  on  the  one 
aide  and  the  Atlantic  Ocean  on  the  other. 

The  recognized  jirinciple  for  rate  constmction,  edncad  from  long,  practionl 
experience,  horn  of  strife,  competition,  and  rate  ware  between  rail  caiTiers.  the 
demands  of  rival  markets  and  commercial  necessities  of  trade  centers  has  rendered 
It  Imi  erative  that  certain  fixed  relations  shall  lie  established  in  railroad  rates  to 
common  points  of  destination  from  various  points  of  origin. 

For  instance:  The  river,  as  can  be  readily  nnderstood,  makes  the  rates  from  St. 
lionie  to  .Memphis  or  New  Orleans.  The  railroads  rnnning  between  those  points, 
to  get  a  share  of  ibe  traffic,  mnst  necessarily  ofFer  rates  approximating  those  made 
by  the  river  craft.  Chicago  is  not  sitnated  ou  the  river,  tint  it  would  be  placed  at 
a  disadvantHge  as  regards  the  Memphis  or  New  Urleans  trade  if  it  were  not  pnt 
npon  a  relatively  fair  rate  plane  with  St.  Loais.  A  railroad  company  having  a 
line  rnnning  from  Chicago  to  Memphis,  or  from  Chicago  to  New  Orleans  m&J 
have  no  interest  whatever  in  St.  Louis  industries,  and.  for  this  rftoaon.  might  be 
very  glad  to  give  Chicago  anch  nitea  as  woald  eoable  it  to  compete  with  them. 
By  so  doing,  the  Chicago  railroad  bnilda  np  the  enterprises  of  the  town  it  la 
interested  in  and  reaps  the  benefit  of  getting  aii  incTessed  tratflc  therefroui. 

There  are  many  outlying  towns  of  importance  coutiguoas  to  (.'hicago.  These 
also  have  their  merchants  and  mannfactnrers  who  are  seeking  markets  for  their 
wares.  Demands  will  be  made  upon  the  railroads  which  serve  these  outlying 
towns  for  such  favorable  rates  as  will  enable  them  to  market  their  products  as 
against  Chicago  or  St  Lonia.  It  may  be  to  the  best  interest  of  one  or  more  of  the' 
rtulroads  that  these  demands  be  complied  with.  Rival  indnstriee  and  mannfac- 
toring  cities  farther  removed,  that  would  be  aSected  in  the  sale  oE  their  products 
by  the  favorable  rates  given  the  others,  wonld  follow  in  making  like  demands 
npon  the  particular  railroads  which  they  support,  with  the  resnlt  that  rslief 
would  at  once  forthcome. 

Then,  too,  railroads  running  from  other  towns  situated  on  the  rivers,  such  as 
Cairo,  Padurab,  Evansville,  LonisviUe.  and  Cmcinnati.  are  bbliged  to  make  rates 
to  river  points  approximating  those  made  by  the  boats;  and  inland  towns,  whose 
trade  may  be  aitected  by  these,  make  claims  on  the  railroads  wbich  serve  them 
for  snch  an  adjustment  of  their  rates  as  will  equalize  their  dies d vantages.  Thus 
the  demand  would  spread, step  by  step,  until  almost  the  entire  northern  conntry 
had  partaken  in  a  measure  of  tfas  low  rates  made  necessary  in  the  first  instance 
by  the  river  influence. 

Nor  is  this  all,  for,  taking  the  converse  of  the  situatiou  descrit>ed,  the  rail  car- 
riers are  confronted  with  a  condition  that  abridges  their  power  to  uphold  rates  to 
and  from  the  inland  towns  of  the  Southern  States  fnlly  as  mnoh  as  in  the  Northern 
States. 

Mobile  is  situated  on  the  Qnlf  of  Mexico,  \40  milea  east  of  the  Mississippi  River, 
tt  has  railroads  reaching  it  which  have  no  interest  in  New  Orleans  or  its  commer- 
cial growth.  Its  merchants  and  manufactnrers  tompete  for  trade  with  those  of 
New  Orleans  at  common  miirketa.  The  representatives  ot  the  railroada  running 
from  St.  Louis  to  Mobile  say:  "While  we  have  not  the  competition  of  the  river  to 
force  a  redaction  oF  the  rates  to  Mobile,  we  have  the  fact  before  us  that  New 
Orleans  gets  low  rates  by  river  and  l>y  rail.  Therefore,  to  enable  our  merchants 
and  manufacturprs  to  compete  in  common  markets  with  the  New  Orleans  mer- 
chants, and  thereby  give  our  roads  traffic  for  transportation,  we  will  be  obliged  to 
make  the  same  rates  from  St.  Louis  to  Mobile  as  are  made  by  the  river  lines  or  the 
railroads  from  St.  Louis  1o  New  Orleans." 

Montgomery  and  Selma,  trade  centers  on  the  Alabama  River.  1^(1  miles  north- 
east of  Mobile,  compete  for  business  in  common  territory  with  Mobile  and  New 
Orleans,  They  are  favored  nith  river  tranttportation  trom  Mobile  many  months 
in  the  year.  Their  rates,  therefore,  from  the  North  can  l.e  no  greater  than  the 
Moliile  rates  ping  these  low  Alabama  River  rates.  The  railroads  reaching  Mont- 
gomery and  SelmH,  having  no  interest  in  Mobile  or  New  Orleans,  are  ilesirom  of 
getting  alt  the  tiafflc  they  [Kwsibly  can  to  and  from  Montgomery  snd  Selma.  This 
can  only  be  done  by  putting  them  on  a  fairplane  respecting  rates  with  Mobile  and 
New  OrlesnH. 

We  next  come  to  Meridian  aiid  -Tachson,  Miss.:  Birmingham,  Talladega.  Gads- 
den, Ala.,  and  Chattanooga,  Tenn,.  on  one  side:  Colambns.  Rome,  Atlanta, 
Athens,  Macon,  Augusta,  Oa.,  and  other  towns  of  importance,  ou  the  othw  side, 
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all  claiminK  from  tbe  Tailroadu  which  serve  ttanm  to  be  pnt  on  ench  a  plane  respect- 
ing rates  as  will  enable  tliem  to  do  buainOBs  id  common  territory  as  a^inst  New 
Orleana.  .Monile,  Montgomery,  Selms,  and  one  another. 

In  tbe  same  way.  Oalreston,  3iiO  uilea  west  of  NewOrleans,  has  no  river  advan- 
tages, bnt  Cbe  railroads  Berving  that  city,  having  no  interest  in  New  Orleans  deem 
it  proi>er  to  pnt  it  on  a  plane  whereby  the  Northern  prodacts  can  be  exported 
therefrom  i>nd  itu  merchants  and  mannfactnrera  be  enabled  to  compete  in  Nortii- 
em  common  markets  with  those  of  New  Orleans.  This  arrangement  affects  out- 
lying and  intermediate  towns  between  Galveston  and  the  Misaonri  River,  and 
Galveston  and  tbe  MissiBSlppi  River  north  of  Vicksbnrg,  all  of  which  mast  have 
merited  attention. 

It  is  in  this  way  that  specific  rat«  differentials  are  established  lietween  trade 
centers  isiereeted  in  effecting  saJes  of  their. prodncta  in  common  territory.  By 
these  means,  indnstrial  enterpriaes,  remote  from  the  river,  are  enabled  to  trade  at 
bndness  centers  situated  on  the  river  in  competition  with  those  on  the  river:  and, 
farther,  inland  towna,  remote  from  the  river,  are  enable  I  to  iDtercbange  trade 
between  each  other  at  much  more  fnvorable  rates  thentheralroadawonld  be  justi- 
fied in  making  if  the  river  inftuencH<ti<i  not  exist. 

These  river  rates  also  affect  tbe  rail  rates  East  and  West,  as  well  as  those  North 
and  South.  Take  grain,  lor  instance,  from  tbe  Miaaoari  River  trade  center.  Kan- 
sas City,  to  New  York;  the  ratea  that  woald  apply  on  anch  traffic  woald  have  to 
approximate  the  rates  from  Kansas  City  to  St.  Louis  pins  the  low  barge  rate  from 
St.  Loais  to  New  Orle  ms.  This  latter  was  as  low  as  4  cents  per  bushel  the  past 
year.  Whatever  rate  is  made  from  KanaasCity  to  the  Atlantic  seaboard  must  be 
made  also  from  the  other  Miaeonri  River  gateways,  anch  as  St.  .Joseph,  Leaven- 
worth, Nebritaka  City,  and  OinHha.  or  else  all  the  grain  west  of  the  Miasonri  River 
wonld  be  funneled  through  Kansas  City. 

Soroeof  the  lines  traveraiug  Mlssonri  and  Iowa  have  no  interest  In  St.  Louis, 
and  to  get  tbe  moat  remnnerative  haul  on  the  traffic,  are  desirous  of  ta  '  ing  it 
through  to  Chicago  or  other  Illinois  janctions  to  be  transferred  to  the  Atlantic 
Seaboard  Lnes. 

The  rates  on  traffic  east  of  tbe  Toronto-Buffalo -Pi  ttsbarg  line,  destined  to  the 
Sonthern  States,  may  I.e  affected  by  the  ocean  carriers  to  and  from  North  Atlantic 
and  Sonthern  porta.     Railroads  rnnning  into  tbe  Southern  States  by  the  Virginia 

Steways  have  to  measure  their  rates  by  these  if  they  should  prove  to  be  lower 
in  those  made  by  tbe  mftuence  of  the  Hiaaiasippi  River. 

The  Great  Lakes,  the  Ht.  Lawrence  River,  and  the  Erie  Canal  virtually  dominate 
the  rail-carriers'  rates  on  trnific  interchanged  between  the  Eastern  and  Western 
States  in  a  somewhat  similar  manner  a.s  the  Misaiaeippi  River  does  traffic  North 
and  South.  The  rail  rates  are  hft  adjusted  bntween  Chicago  and  New  York  in 
competition  with  those  estHbli^heit  by  the  lake  and  canal.  Philadelphia,  Balti- 
more, Newport  News,  andNorlolK  make  claims  fir  less  rates  by  reason  of  leasdls 
tance  than  New  York  and  not  having  as  good  fncilities  to  export  traffic.  After 
much  strife  and  destructive  rate  wars  the«e  claims  have  been  allowed. 

Inland  towns,  remote  from  the  lakes,  in  I'enneylvania.  Ohio,  Indiana,  Michigan, 
and  lUinoia.  take  proportionate  ratea  with  those  from  Chicago  as  their  distance  is 
greater  or  leas  than  that  of  Chicago.  This  virtoally  means  that  every  point  in  the 
States  named  enjoys  the  full  benefit  of  the  lake  and  canal  competition  on  seaboard 
bnsinees.  On  transcontinental  traffic,  or  that  beyond  the  Rocky  Moautalns,  the 
Atlantic  andPacilic  oceans  have  fora  long  time  governed  tbe  rates.  Rates  by  rail 
from  New  /ork  to  San  Francisco  are  measnrsd  by  those  made  by  ocean  steamers 
via  the  Isthmus  to  San  Francisco.  By  reason  of  the  competition  of  manufacturera 
and  merchants  and  commercial  oommanities  between  tne  Atlantic  s-aboard  and 
the  Missouri  River,  tbe  Western  railroads  have  been  compelled  to  make  the  same 
rates  to  the  Pacific  coast  from  all  the  inland  territory  as  are  made  from  New 
York. 

We  might  go  further  and  say  that  the  rates  which  the  American  railroads  make 
from  the  Pacific-coast  pointa  to  the  Atlantic  seaboard  on  the  silks  and  teas  and 
other  goods  from  China,  India,  and  Japan  are  governed  by  the  rates  made  via  the 
Indian  Ocean.  Suez  Canal,  and  Atlantic  Ocean, 

Tbe  same  may  be  aaid  of  our  cotton  and  cotton  goods  from  tbe  Sonthern  and 
New  England  States  to  China.  India,  and  Japan. 

The  whole  question  of  r,iilroad  rates  can  be  summed  up  in  tbe  remark  that  the 
power  of  the  railroads  to  enforce  any  given  rates  is  circumscribed  by  tbe  water 
carriers,  and  the  maximum  they  can  charge  is  prescribed  by  the  rivers,  lake,  and 
ocean  carriers. 

Therednctions,  however,  in  rates  which  the  railroads  are  obliged  to  make  are  not 
at  all  timsB  confined  to  SRuree  forced  upon  them  by  tbe  water  carriers.  Compe- 
tition between  railroads  themselves,  the  necessities  of  trade,  demands  of  nval 
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towns,  aod  other  inflnencee  have  an  effect  in  redncmg  the  rate  bsak  below  the 
fignrea  made  neceeaary  by  water  competition;  bnt.  as  before  stntHl,  the  maximnm 
rates  they  con  charge  are  governetl  entirely  by  the  transportatiOD  ubarges  mado 
by  the  rivers,  lake,  and  ocean  carriers. 

It  la  owing  lareety  to  these  reHSOQS  that  rat«s  in  general  have  been  constantly 
on  the  declin''.  lu  18tM^  the  lake  and  canal  rate  on  wheat,  Chica^  to  New  York, 
was  23.79  cents  per  bnshel;  in  1898,  0.65  cents.  The  aU-rail  rate  in  l^Gti  was  42.6 
cento,  end  in  1399, 10.33  cents.  In  1882  the  rate  on  grain,  St.  Louis  to  NewOrleans. 
by  barge,  was  T.Ti  c«nte  per  bniihel;  in  1900  it  was  4  cento. 

The  average  rate  per  ton  per  mile  on  the  nitnoia  Central  Railroad  in  1ST3  was 
2.20  cental  in  1900  it  was  6.5  mills,  or  less  than  SO  per  cent  o!  what  It  was  37  years 

In  lew  the  average  rate  per  ton  per  mile  of  all  tJnit«d  States  railroads  was 
seventy-two  one-hnndredths  cent;  in  1882,  17  years  before,  it  was  1.23  cento,  or  71 
per  cent  higher. 

A  comparison  of  Ihe  rntee  charged  oo  American  and  foreign  railways  in  1892 
prodnoed  the  following  resnlta: 


rorfrelgbt 


The  American  freight  rates  show  by  last  report  at  hand  that  they  are  now  over 
25  per  cent  less  than  above  flgnre  and  that  the  passenger  rate  per  mile  is  2.002 

The  English  railway  reporto  do  not  give  the  rato  per  ton  per  mile,  bnt  a  pub- 
lication by  J.  S.  Jeans,  of  London,  entitled  ''  Railroad  Problems"  has  this  to  say 
of  English  railway  rates: 

"English  railways  practically  work  on  the  same  tariffs  to-day  they  did  in  the 
infancy  of  the  Bystwn,"  and  "it  is  probable  that  the  average  ton-mile  rate  on 
Bngllsn  railways  will  not  be  mach.  it  any.  ntider  Ud.  (:i  cental,  which  is  jnat 
three  timee  the  amonnt  charged  on  the  principal  American  lines.' 

Three  oenta  per  ton  per  mile  is  more  than  four  times  the  rates  of  the  American 
roads  to-da^ . 

The  published  all-rait  rate  of  freight  on  grain  from  St.  Lonis  tc  New  York  in 
1881  was  82  cents  per  100  pounds,  in  IH97  it  was  i7j  cento  on  corn  for  vxpotU 
The  actual  rate  was  many  times  as  low  as  12  cento. 

The  New  York  Produce  Exchange  Beportshowsfrelghtrates  on  wheat,  Chicago 
to  New  York,  as  follows: 


Grain  rates  by  barge. 


'f^toT. 


Cooolc 
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The  St.  IioniB  Trade  and  Commerce  Reporte  show  rates  oC  freight  by  river  from 
St.  Louis  to  Msmphie,  Vicksborg,  New  OrleanB,  &Qd  way  pointa  for  tbe  years 
named: 


HetnphliL 

ViokBlrarg. 

orilULt. 

Sockmin per  UK) poacda: 

18)  torn 

a)  Co  30 

CenU. 

m   to« 

40  to  00 

Pork  per  bairel: 

80  toao 

«lto90 

K«g™i-lriS^rfi-: 

«.«toa) 

20  to  80 

HwpOTlOOpoqndi: 

,7.Bto» 

»U,» 

ALL.BAtL  RATES  OF  FREIGHT  FBOH  ST.  LOUIB  TO  SOUTHEBK  CITIES. 


Flour  par  btureh 

Cmtt. 

4A 

76 
12 

CenlM.  ' 

lis 

83 

cw.'. 

^1^ 

8wjk«»lD  W  m ^uSb: 

m 

"n& 

H-^S r:':::;:::::::: 

The  changes  in  these  rates,  as  shown,  represent  tbe  action  and  connteniction  of 
the  river  and  the  railroads.  As  before  stated,  the  rates  Inmi  other  riverpoints  and 
interior  points  were  Inflnenced  and  affecte^l  by  these  rednctions. 

Alltbatwonldnowseem  wan  ting  to  fatly  coninlete  tbe  Mississippi  River  oaavigor- 
ons  and  active  competitor  of  the  railwavs  ana  to  secure  to  the  prodncers  of  the 
entire  Mississippi  Valley  low  rates  for  all  time  is  a  snffioient  depth  of  water  at  the 
month  of  the  river  t«  float  ships  of  15,000  or  20,000  tons.  If  this  deep  wat«r  were 
attained,  ships  would  be  enabled  to  carry  larger  carfpea,  and,  as  a  gooaequeuce, 
conld  aSord  to  materially  reduce  freight  rates  to  foreign  countries  on  the  valley 
productions. 

We  export  per  annum  over  2,000,000,000  pounds  of  provisions,  600,000,000  bushels 
of  breadstuEfs,  and  7,000,000  bales  of  cotton.  Notwithstanding  the  greater  part  of 
tbeseprodnctsii  raised  in  territory  much  nearer  the  Qalf  porta  than  to  the  Atlantic 
ports,  yet  only  a  email  percentage  of  tbem  find  an  outlet  via  tbe  Uulf  porta.  If 
larger  ships  could  enter  the  Quit  ports,  the  ocean  freight  mtes  wonld  be  so  cheap- 
ened as  to  permit  a  full  shareof  theeeeiports  to  seek  tboee  outlets.  The  competi- 
tion that  would  Hriee  from  this  between  tbe  railroads  rnnning  to  the  Atlantic  sea- 
board and  those  running  t«  the  Southern  ports  would  of  itself  have  a  tendency  to 
reduce  the  transportation  charges  millions  of  doilarn  yearly.  A  reduction  of  rat«s 
of  'i  cents  per  lOU  poands  on  the  export  quantity  of  the  three  commodities  named 
wonld  amount  to  a  saving  to  the  producers  of  $6,000,1)00  yearly.  Any  one  con- 
verrant  with  the  competitive  action  of  railroads  would  not,  nnder  the  new  condi- 
tions which  wonid  then  obtain,  consider  a  redaction  of  2  cents  per  hundred  pounds 
excessive.  Nor  wonld  this  be  all.  Thp  rates  on  the  shipments  for  domestic  use 
wonld  be  largely  influenced  by  the  reduced  export  rates. 

It  wonld  therefore  seem  that  a  yearly  expenditure  snfflcient  toiusnre  deep  water 
in  the  month  of  tbe  Mississippi  River  would  be  repaid  more  than  tenfold  in  ttie 
benefit  to  the  producing  commnnity  that  woald  innre  therefrom. 

Q.  (By  Mr.  Litchmak.)  Yon  gave  some  statistic-*  in  relation  to  tiie  decrease  in 
the  transportation  of  lamber  to  and  from  St.  Loais,  and  your  remarks  lead  me  to 
ask  whetW  or  not  the  depletion  of  the  foreou  in  the  territory  tribatary  to  tbe 
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Ufwiaelppi  River  has  hftil  any  effect  on  that  ilecreoBe  in  the'ebipoient  of  Inmber? — 
A.  Y«a;  it  has.  But  the  decrease  ih  largely  acconnted  tor  by  the  doing  away  with 
the  middleman.  Twenty  years  ago  Chicago  was  a  very  large  lumber  market. 
The  lumber  come  down  by  abip  From  northern  MicbiKan  and  Wisconeln  andwas 
handled  in  Chicago  and  sent  nnt  by  the  railroads  to  Illinois,  Iowa,  Missonrl.  and 
all  tlirongh  the  Vt  eetern  prairies.  To-day  there  is  some  lumber  coming  oat,  -<  nt 
the  railroads  bave  bnilt  into  the  Inmlter  regions  and  the  cars  are  loaded  at  the 
sawmiilaandKO  through  to  their  destination,  doing  awav  with  the  Chicago  middle- 
man.    And  that  seems  to  be  the  tendency  in  every  traae. 

Q.  Has  there  been  any  effect  from  the  development  of  the  lumber  industry  in  the 
South?— A.  Yee.  The  ri'ceipte  ol  Inmber  from  the  South  to-day  in  Chicago  are  as 
large  as  the  ahipments  of  Nortbern  pine,  whereas  21)  years  ago  thei^e  was  scarcely 
a  car  of  Southern  pine  to  be  found  there. 

<j.  Do  not  these  nhipments  seek  other  ontlpts  as  well  ae  St.  Louis?  Are  not  ship- 
ments made  at  other  places  than  St.  Lonis? — A.  Nortbern  Minnesota.  Dubuqoe, 
Clinton,  Iowa- alt  tliose  points  on  the  river  have  the  Inmber  rafted  down  from  the 
Wisconsin  rivers  in  the  same  way  that  St.  Lonis  had  in  the  allien  days. 

Q.  A  proper  analysis  ol  your  Hgurea  ongbt  to  take  into  consideration  whatever 
modification  there  is  by  reason  of  these  facta  you  have  just  stated?— A.  1  merely 
gave  those  facte  with  reference  to  the  lumber.  I  did  not  include  them  in  the  gen- 
eral statement  of  tonnage.  I  gave  them  by  themselves  because  it  woald  not  be 
fair,  I  snppose,  to  attribute  the  decrease  entirely  to  the  rsilroada. 

Q.  Would  the  same  inSnences  thnt  would  tend  to  decrease  the  river  Bhipmente 
of  Inmber  also  tend  to  decrease  the  shipments  of  the  same  material  by  railroad? — 
A.  No;  the  shipments  by  rail  would  be  decreased  in  the  same  way  that  the  riTer 
shipments  won. d  be  by  the  depletion  of  the  forests;  bnt  ti.e  railroads  might  be 
increased  by  taking  away  from  the  river  and  going  direct  from  the  forest  to  the 


Q.  (By  Hr.  Clarke.)  I  wonld  like  to  inqaire  If  the  railroad  companiefl  have 
any  Interest  in  the  new  steel  barge  lines  on  the  rivers?— A.  None  that  I  know  of. 
Of  course  we  are  looking  with  a  great  deal  of  Intereet  on  this  new  barge  line. 
That  is  the  reason  why  1  happen  to  know  it  was  51  days  making  the  trip.  We  do 
not  care  abont  it  being  very  mnch  of  a  success. 

'  Q.  Stippoee  some  important  railroad  intereet  acquired  control  of  those  lines. 
Suppose,  lot;  instance,  an  Atlantic  seaboard  line  scqnired  control  of  thoee  barge 
lines,  how  woald  that  acquisition  be  likely  to  affect  the  traffic  of  the  Illinois  Cen 
tral  Railroad,  north  and  soath?— A.  That  could  be  answered  in  two  ways.  If  an 
&.tlantlc  seaboard  line  controlled  the  barge  lines,  it  might  poHsibly  advance  rates 
on  ttae  tuirge  line  to  such  a  degree  as  would  make  it  more  remunerative  for  the 
Illinois  Central  to  haul  grain  by  rail.  Bnt  tbe  very  fact  that  the  Illinois  Central 
would  hant  the  grain  by  rail  would  be  a  detriment  to  those  Atlantic  seaboard 
lines,  because  the  Illinois  Central  is  in  competition  for  the  grain  bnsinesa  of  Illi' 
aois,  of  Iowa.  Missouri,  and  Nebraska. 

S.  Talte  the  converse  of  the  proposition.  Suppose  tbe  Illinois  Central  got  con- 
of  thoee  barge  lines,  bow  would  that  be  likely  to  affect  the  traffic  on  the  rirer 
And  on  the  roads  paralleling  the  river  and  on  the  Atlantic  seaboard  lines?— A.  1 
tuppose  1  can  answer  that  by  telling  yon  what  it  is  that  .nQnences  onr  rates 
to-day.  It  ia  the  rates  of  tbe  Atlantic  seaboard  lines  more  than  it  is  the  river. 
The  river  comes  in  from  time  to  time,  but  we  are  always  obliged  to  meet  these 
Atlantic  seaboard  lines  traversing  Illinois  and  rnnnlng  to  the  river.  There  ueao 
many  of  them  it  is  very  hard  to  keep  track  of  them  ana  know  what  rates  they  are 
making. 

Q.  Let  us  carry  this  qoention  a  step  farther.  Snppose  these  Atlantic  seaboard 
lines  become  practically  operated  under  one  policy  and  community  of  interest  if 
not  a  consolidation.  What  effect  will  that  be  likely  to  have  upon  the  course  of 
business  and  on  the  roads? —A.  Avery  salntiiry  effect  npon  the  course  of  bnsinesa. 
and  poeeibly  a  salutary  effect  npon  the  roads,  btit  not  such  a  good  effect  upon  the 
rates  as  upon  the  business  of  the  entire  commimity,  and  for  this  reason:  The 
trouble  with  the  rates  to  day  is  not  in  diminishing  the  revenues  of  the  railways  so 
mach  as  it  is  in  wiping  oat  or  e.t terminati  ng  business  men  of  alt  kinds  excepting 
the  large  ent«rpri;<ea  that  have  large  volu|nes  of  freight  to  offer  and  get  indace- 
ment^  The  railroads  are  as  much  a^inst  that  as  they  possibly  can  be,  With 
these  combines  that  yon  speak  of  bringing  a  numbsr  of  roads  nnderone  manage- 
ment, as  it  were,  or  under  one  given  policy,  the  first  thins  that  would  be  done 
would  be  to  give  everyone  equal  rates.  The  small  dealer  and  tbe  small  mannfao- 
tnrer  eoutd  live  then  as  well  as  the  large  one.  That  is  the  way  it  strikes  me.  The 
benetii  to  the  railroads,  to  be  sure,  would  come  from  the  fact  that  they  wonldoot 
h    obliged  to  make  these  reductions  in  rates  that  they  are  now  obl^d  to  make 
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their  own  and  whi'.'bcannotgettheboBtaeeBat  theaame  ratea;  bat  the;  are  there- 
arid  tbej  have  );ot  to  have  the  bnsiiieea  at  aome  rate. 

<^.  Suppose  there  Hhould  be  a  cominnnity  of  interest  between  the  Atlantic  sea- 
board lines  and  the  Gulf  linee,  both  water  and  rail,  how  might  that  affect  some  of 
'  those  cities  on  the  Quit  and  on  the  Atlantic  coast?— A.  I  am  glad  yon  brought 
that  point  up,  because  I  tnink  I  would  have  overlooked  it.  It  in  something  I  hav« 
thoaght  of. .  From  what  I  say  In  this  paper  with  reference  to  this  compe^tion  of 
merchants  and  manufacturers  in  trade  centers,  I  think  that  it  would  belmpoesilile 
for  any  railroad  to-day  to  withstand  the  reasonable,  what  I  might  term  the  legiti- 
mate, demands  oF  anj  town  or  any  commnnity  to  which  it  rnne.  Of  coarse  we 
can  not  say  that  it  wonld  not  have  tbe  power  to  do  so,  but  I  know  that  the  prac- 
tice is  entirely  different  from  anything  ot  that  kind.  The  interests  of  the  railroad 
and  the  community  are  mntnal.  bnt  apart  froin  that  fact,  if  the  demand  is  to  b» 
pnt  upon  a  relative'y  fair  plane,  so  that  the  commnnity  or  the  trad;:  center  will 
be  Hb  e  to  do  business  in  competition  with  some  other  trade  center,  it  seems  to  me 
tbe  railroad  trafQc  officer  can  not  resist  it.  Thirty  years  ago,  in  accordance  with 
iiiBtructions  received  from  tbe  general  freight  agent  of  tbe  railriad  with  which  I 
was  then  connected.  I  billed  a  paritcnlar  hind  of  Ireight.  openly,  at  1-1  cents  per 
one  hundred  poundt)  between  two  given  points,  for  one  BhU)per  and;  at  ttieBBmr 
time,  at  'i'l  cents  per  hundred  ponnds  for  other  sbtppera.  The  ree  ectlve  ahlpperr 
knew  this  was  being  done,  but  I  do  not  remember  tnat  anv  objections  were  made. 
It  seemed  to  be  all  right  then,  as  the  party  who  received  tne  lower  rate  shipped  a 
hundred  times  larger  volt  me  than  the  othera.  I  can  not  im^ne  such  a  thing 
hapnening  to  day  under  any  circumstances.  Blnce  then  there  has  been  a  change 
in  tne  way  of  thinking  abont  snch  matters  and  a  radical  change  in  the  way  of 

There  is  not  a  merchanlwhocomes  into  a  railroad  traffic  manager's  office  today 
and  lays  down  a  proposition  which  is  reaaonable  and  logical  that  will  not  receive 
attention:  nor  simply  becanse  he  has  tbe  power  will  the  traffic  miinager  resist  it. 
Under  the  conditions  of  tbe  sitnition  hecan  not  go  against  what  is  lojpcally  right. 
I  do  not  know  of  a  railroad  man  whose  mind  mns  in  any  other  direction.  I  know 
they  are  charged  sometimes  with  being  arbitrary,  bnt  1  speak  fro.u  experience 
.  when  I  say  they  want  to  be  fair,    I  meet  them  all  nearly  every  w<  ek. 

Q.  Then  it  is  your  belief  that  if  the  railroads  can  become  emancipated  from  the 
slovery  of  ruinous  cutthroat  compt-tition  they  will  necessarily  be  operated  upon 
strict  bosinesB  principles?— A,  I  have  no  reason  to  think  otherwise. 

Q.  Suppose  there  is  a  pull  From  competing  cities  in  opposite  directions.  To 
make  tbe  case  concrete,  take  New  Orleans  and  Boston,  both  export  cities  of  grain. 
AssuiniUK  that  tbe  month  of  the  Mississippi  is  deepened,  as  yon  suggest,  ao  that 
the  leBsels  of  deepe-t  draft  can  trade  there,  how  would  that  competition  be  likel; 
to  affect  the  present  gain  export  bnsinees  of  Boston? — A.  It  would  jwsalbly  take 
from  Boston  a  share  of  the  businei-s  that  it  is  now  doing:  also  from  New  York  and 
from  some  of  the  othtr  Atlantic  ports;  possibly  also  from  Montreal,  Bnt  it  conld 
not  do  it  unless  there  were  cheaper  rates  than  now  exist. 

Q.  Yon  think,  then,  tbe  present  rates  are  rather  favorable  to  tbe  Eastern  cities?— 
'A.  They  are,  by  reason  of  the  fact  that  the  ocean  carriage  from  tbe  Eastern  cities 
to  European  points  is  leas  than  it  is  from  the  Unlf  porta,  made  so  largely  by  the 
fact  that  not  as  large  ships  can  enter  the  Quif  porta  as  can  enter  the  £^Btern  pons. 

(j.  Then  the  matter  of  time  has  something  to  do  with  it?— A.  It  takes  possibly 
50  per  cent  more  time  from  tbe  Gulf  ports. 

U.  Is  tbere  a  considerable  development  ol 
Valley  as  a  re^nit  of  the  building  of  lines  to  . .. 
The  only  development  is  the  consumption  of  the  towns.  I  think  there  has  been 
very  little  export:  possibly  a  little  from  Pensacola  to  the  West  Indies,  or  from 
Mobile.    Tbere  has  been  none  from  New  Orleans. 

Q.  A  few  years  ago  the  president  of  the  Mexican  Central  Railway  told  me  that 
the  people  of  Mexico  imported  coal  from  Cardiff,  Wales,  to  Vera  Cruz  more 
cheaply  than  tbev  could  buy  Southern  coal  hnudreds  of  miles  nearer,  simply  for 
the  want  of  good  rail  connections  between  the  Southern  coal  mines  and  the  Qnlf 
ports.- A.  How  long  ago  waa  that? 

tj.  Five  or  six  years  ago, —A.  Well,  since  then  there  have  been  great  iipprove- 
ments  made.  In  fact,  i  n  the  last  10  years  there  have  been  great  improvements  made 
In  the  physical  conditions  of  railroads— the  ballasting  ot  tracks,  catting  down 
of  grsdes,  widening  of  embankments,  and  by  putting  down  heavier  rails  and  add- 
ing larger  and  morepowerfulenKiueeandlarger  cars— BO  Qiat  the  coat  per  unit  ot 
traffic  has  been  greatly  decreased.  You  can  readily  understand  that  if  an  engine 
can  haul  2i  cars,  and  by  catting  down  grades  fuid  adding  larger  engines  and  larger 
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can  it  OBii  hsol,  say,  300  or  400  tons  more,  tba  cost  of  cftnying  thle  extra  tonnage 
vonld  be  coinparatlvelf  little.  What  the  railroads  can  do  now  isentirely  different, 
particnlarly  tue  Sontfaem  roads,  fTom  wbat  they  coald  do  lU  years  ago. 

Q.  (By  Mr.  Ripley,  )  Yoa  bave  spoken  of  the  competitioa  of  wat«r  rontee  as  if 
it  compelled  a  rate,  we  will  say  from  Chicago  or  ijt.  Louis,  to  a  great  nnmber 
of  points  in  the  South,  By  that  do  yon  mean  to  imply  that  there  are  steamship' 
linee  actnally  plying  by  the  SontheVn  rivers  to  Montgomery,  Hacon,  and  other 
points?  Is  any  large  amonnt  of  trafBc  actnally  carried  down  the  Missiasippi  and 
then  np  these  different  rivers?— A.  I  thtnk  there  is  not  at  the  present  time.  It  is 
a  fact,  OS  I  have  heard  it  said  by  traffic  gentlemen  at  some  of  onr  meetings,  that 
in  the  springtime,  from  year  to  Tear,  boats  do  mn  from  Mobile  to  Montgom- 
ery, bnt  I  was  in  hopes  I  had  made  it  anderstood  by  my  paper  that,  irrespective 
of  the  Alabama  lUver  being  In  operation  from  HobJle  to  Montgomery,  the  trade 
conditions  of  Montg<Nnery  are  Ot  snoh  a  character.  in&-'macb  as  the  merchants 
were  competinii:  in  common  t^rttory  with  New  Orleans  ind  Mobile,  that  Mont- 
gomery and  Selma  wonld  have  to  get  such  rates  as  to  pnt  them  on  a  plane  with 
New  (^leaoH  and  Mobile  on  account  Of  the  low  rates  to  these  pomts. 

Q.  It  is  not.  then,  the  competition  of  rontee  np  these  rivers  wnich  determines  the 
law  rates,  bat  competition  twtween  trade  centeray— A.  I  think  the  competition  of 
the  rivers  made  tbe  ratee  in  the  first  plaot^.  and  the  differentials  established  at  that 
time  obtain  to  a  large  extent  now.  The  trade  centers  ore  (me  influence,  bnt  there 
are  a  great  many  inflaences  that  make  a  proposition.  For  instance,  a  proposition 
is  made  at  a  traffic  meeting  by  the  representative  of  someone  line  f'  r  a  lower  rats 
than  e.\iats  on  some  particular  commodity  from  some  given  point  on  his  line  to  a 
common  trade  center,  which  may  also  be  on  his  line.  The  i:ommercial  conditions 
prevailing  may  necessitate  this  change  in  the  rate.  A  representatiTe  of  another 
rail  line  mayimmediatelyannonncettiBt  it  the  redaction  is  made  he  will  be  obliged 
to  matce  a  corresponding  reduction  from  a  point  on  his  line,  probably  a  hundred 
or  more  miles  a  wav,  toeeablehis  patrons  to  market  likecommoaitiesatthecommon 
trade  center.  Thu  may  be  followed  by  propositions  trom  representativea  of  half 
a  dozen  more  lines,  all  claiming  rednctions  to  meet  the  new  cbaag«.  Varions 
influences  here  Insert  theroselvee,  and,    "     '  .       .         -. 

argument,  a  compromise  is  effected  o: 
fereutiala  between  the  various  shipping  plai'ee  and  the  common  trade  center.  The 
result  obtained  supposedly  enables  all  the  lines  having  an  interest  in  the  bnsinese 
to  do  a  fair  share  of  it  iu  the  common  territorv. 

Q.  Is  it  not  true  that  the  defense  set  up  before  the  Interstate  Commerce  Com- 
mission and  the  United  States  conrta  for  tue  low  ratee  granted  to  these  important 
finuthem  cities  has  been  that  water  competition  eiisted?— A.  1  think  that  is  true, 
but  yon  understand  that  while  there  may  be  no  competition  to-day— that  is  to  aay. 
while  there  may  be  no  bni^iness  taken  today— if  tbe  railroads  were  to  put  rates  ap 
to  what  you  might  call  normal  rail  ratee,  to-morrow  or  the  next  day  a  boat  would 
be  in  there. 

(^.  Suppose  a  boat  line  were  started  on  one  of  those  rivers,  what  would  be  tiie 
attitude  of  the  railroads? — A.  They  wonld  probably  meet  the  rates  tor  the  time 
being.    They  do  not  want  to  see  their  trade  taken  away. 

Q.  Wonldu't  tbe^  endeavor  to  crush  out  that  competition?—  A.  1  do  not  know 
aa  there  is  that  feeUng.  a  desire  to  cmsh  ont.  They  wonld  protect  tbemaelvea  the 
same  aa  they  wonld  from  a  rival  railroad,  feeling  that  they  would  not  want  their 
patrons  to  go  to  another  carrier. 

Q.  The  point  I  wish  to  make  is  this:  Is  it  justifiable  to  assert  that  tbe  rates  are 
made  by  water  competition  when,  as  a  matter  of  fact,  that  water  competition  does 
not  exist,  because  tne  railroads  have  either  killed  it  ont  or  have  power  to  kill  it 
ont?^-A.  I  would  answer  that  question  by  sayiuff  that  railroad  rates  rarely  ever 
go  np.  strange  as  it  may  seem  to  the  outside  public,  who  believe  they  do. 

Q.  You  mean  they  do  not  directly  advance?— A,  Directly  advance.  This  Is 
shown  from  reports  and  from  tbe  nnitad  experience  of  tbe  roads.  There  may  be 
in  some  cases  possibly  a  change  of  classlfloatlon  of  some  particnlar  things,  bnt  I 
do  not  know  wnen  such  changes  haye  taken  place. 

Q.  Is  it  not  poBsilile  to  advMioe  rates  by  changing  tbe  classiflcation? — A.  It  is. 

Q.  And  that  has  been  dose?— A.  That  has  been  done.  It  was  done  in  the  East 
ISGI  summer,  bnt  there  were  also  redactions  made. 

Q,  Your  statement,  then,  shonld  be  qualified? ~-.\.  Yes:  to  that  extent;  but  wbeu 
the  rates  have  been  established  In  tbe  first  place  by  this  water  competition  they 
are  not  afterwards  easily  advanced.  The  merchants  and  inannfactnrers  adjust 
their  pricee  and  their  bnainees  operations  to  them,  and  the  railroads,  merchants, 
and  manufacturers  of  interior  towns  adjust  theirpricee  to  these,  so  that  afterwards, 
if  the  water  cnrnpetltion  is  eliminated,  it  is  not  an  easy  task  to  advance  the  rail 
rates  wlthont  a  general  disturbance  of  fixed  conditions  tlu'onghout  alarge  territory. 
Baitroada  are  ftloctaat  to  disturb  conditions  of  long  standing  and  possibly  bring 
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npon  themselvM  a  censorioiiB  public  opinion.  I  do  not  saj  that  an  advance  conld 
not  be  made,  bnt  I  know  ot  no  case  wnere  ratei  have  been  pat  back  to  wliat  tbej 
were  formerly,  or  to  a  bigber  basis,  eimply  becaoae  of  the  destmctioD  of  water 
competition. 

Another  reason  why  the  rates  are  not  advanced  when  this  competition  is  elimi- 
nated may  be  the  traffic  ofQcer  has  occasion  to  ^preos  views  on  these  competitive 
rates  from  time  to  time,  meaanree  other  competitive  rates  by  them,  and  from  long 
association  and  working  traffic  nnder  them  for  years  they  finally,  perhaps,  become 
crystallized  in  hia  mind  as  proper  B^nrefi  for  the  trafBc  to  whice  they  apply.  He 
conid  not  readily  disassociate  his  mind  ot  the  idea  tbat  as  business  was  for  a  long 

Sriod  worked  nnder  sQch  rates  and  the  correlated  conditions  adjusted  to  them, 
ey  shonld  still  prevail  when  that  which  lirst  enforced  tbem  no  long:er  e-iists. 

Q.  The  classification  committee  not  controlled  entirely  by  his  road  introdnoea 
cbangee  over  which  he  bad  no  control?— A.  Yea:  bnt  the  chanfces  can  not  be  made 
pu  bis  line  without  his  assent.  When  yon  speak  of  this  classification  having  tieeu 
advanced,  it  might  be  in  this  way^  There  are  probably  ii.OOO  or  T.QOJ  articles  in  tbe 
classification,  and  they  ararated,  say,  from  1  to  ti.  There  are  a  great  many  articles 
ablppedtbatwillnotcomewitbin  thelineof  anyof  thoseclasses,  from  1  toii;  that  is, 
oommerclally  they  can  not  stand  the  rates  charged  in  tbe  classes.  They  are, 
therefore, taken  ont  of  theolsssificatloD.and  are  given  wbatarecalled  commodity 
rates.  Those  commodity  rates  are  spec^  rates  to  meet  the  sitnation,  to  enable 
those  commodities  to  beshipped.  They  could  not  lie  shipped  if  they  were  charged 
the  rates  of  the  class  to  which  they  belong.  Now,  in  this  change  in  classification 
yon  speak  of,  the  advance  was  by  reason  of  the  advance  in  price  ot  a  great  many  of 
these  commolities.  The  railroads  found  that  they  conld  b^  relegated  back  to  tiie 
class  to  which  they  originally  Iwlonged.  That  is  where  advances  were  made;  at 
the  same  time  ttiere  were  reductions  made. 

Q.  Can  yon  specify  any  snch  changes  made  in  the  Southern  clasrification? — A. 
That  was  chiefly  in  the  official  classification,  and  we  do  not  use  tbat  in  the  West. 

Q.  In  which  claasificatioQ  in  your  road'— A.  The  Western  classification  and 
also  the  Sonthern. 

1^.  Coming  back  again  to  competition,  yon  have  spoken  of  the  possible  compe- 
tition of  river  lines,  which,  however,  does  not  exist  in  all  cases.  You  acknowledge 
that  condition,  do  you  not.  that  on  many  of  these  rivers  steamers  are  not  operating 
at  the  present  time? — A.  Yea;  bnt  the  rates  which  were  charged  at  the  time  they 
were  operating  still  govern. 

Q.  And  you  acknowledge  that  if  steamship  lines  were  started  on  those  rivers 
the  roads  would,  as  a  hnsiness  proposition,  have  to  protect  themselves?— A.  Yes. 

<j.  (By  Ht.Farquhar.)  Are  there  any  lines  that  yon  know  ot  on  Sonthern  riv- 
ers outside  of  the  Mississippi  and  its  tributaries,  such  as  the  Warrior,  Ihe  Chatta- 
hoochee, stc.  connecting  different  cities  with  one  another?- A.  The  .Tennessee 
and  tbe  Cnmberland  have  boats  running  at  tbe  present  time;  also  the  Arkansas 
River  and  the  Bed  River,  I  nnderstand. 

Q.  (By -Mr.  Rii-LEV.)  We  are  referring  to  the  rivers  on  the  Atlantic  and  Gnlf 
■  coasts;  are  there  any  Hues  regularly  plying  on  those  rivers?— A.  I  do  not  know  of 
any;  I  am  not  in  a  position  to  know,  as  we  have  no  lines  east  of  Mobile. 

Q.  If  yon  were  compelled  to  tranauot  all  yonrbasinesaat  the  per-ton  rate  which 
}-ou  charge  on  your  through  shipment  to  New  Urleans.  could  the-road  remain 
solvent? — A.  No.  sir.  Do  yon  mean  by  that  that  if  we  were  to  make  all  the  ratee 
on  an  average  rate? 

(j.  If  you  were  to  miike  all  rates  on  average  rates,  conld  yon?  Isitnot  true  that 
the  railroads  reconp  the  loss  on  very  cheaply  constructed  through  business  on  the 
hi!;li  local  rates?  I  would  like  to  have  you  explain —A.  1  wonld  like  to  qualify 
my  previous  statement  if  I  conveyed  the  idia  to  yon  that  if  wo  carried  all  business 
atan  average  rate  the  railroad  could  not  be  ogierated,  Iwas  wrong  there,  because, 
if  we  hauled  all  freight  at  an  average  rate,  we  could  get  just  as  mneh  money  ss 
we  are  getting  now.  T!ie  railroads  would  be  very  {{lad  to  get  the  average  rate  on 
everything,  but  tbe  trouble  is  we  can  not  get  an  average  rnte  for  a  cat  of  coaJ.  tor 
a  car  of  lumber,  nor  for  a  car  of  grain,  A  great  many  of  those  staple  commodi- 
ties we  can  not  get  itn  average  rate  for:  we  can  tiet  an  average  rate  for  a  car  of 
merchandise.    Now.  your  other  question  was  with  regard  to 

Q.  (Interrnpting. )  Distances;  that  is  tosay.isitnottrnethat  on  tbelines  which 
Operate  parallel  to  the  Mississippi  the  rates  I  rom  tbe  local  points  awsy  from  the 
river  are  very  much  higher  than  the  rate  from  points  farther  distant  from  New 
Orleans,  which,  however,  are  not  subject  to  river  competition?— A.  The  rates  irom 
IKiints  remote  from  the  river  are  higher  than  the  rates  to  points  on  the  river,  nec- 
essarily. The  rai  roads.  I  think,  could  not  successfully  operate  their  roads,  par- 
ticularly the  Southern  roads,  if  all  rates  were  reduced  lo  the  basis  of  theratesmade 
necessary  by  river  competition.  ,    (^^(H)*^^  C 
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Q.  In  otber  words,  yon  are  able  to  meet  river  competition  at  river  prints  tqr 
•nailing  np  what  yon  loaeon  that  traffic  ou  increased  local  rates?  Is  tbatnot  trne.' — 
A.  No;  it  is  the  old  qnestion  over  again.  1  would  say  it  this  waf.  The  railroads 
at  the  interior  points  have  given  rates  that,  with  the  beet  knowledge  t^y  can 
brinK  to  l>ear  on  them,  are  reasonable  rates.  Snch  rates  enat>le  the  towns  and 
communities  to  which  they  are  offered  to  do  liDaineBs  in  certain  territory.  The 
ra.lro^da  then  come  to  the  river.  They  find  the  sitnation  at  the  river  sticb  that 
they  can  get  traffic  only  by  making  a  certain  rate.  The  rate  ubich  it  may  l«nec- 
^Bnaxy  to  make  at  the  riTer  may  be  verj'  low — it  may  be  half  the  rate:  it  may  be 
one-tniril  of  ariaeonable  rate  for  interior  points— but  it  does  not  necessarily' fol- 
low that  by  making  that  rate  the  coad  is  Wine  money,  which  it  has  to  recoup 
from  the  otber  [wints  A  rale  that  will  enable  a  railroad  to  add  to  it>  receipis 
more  than  to  its  expenaes  will  not  csnee  a  loss  of  mouey  in  the  sense  that  I  nniler- 
stand  you  to  use  in  putting  the  i)nestion. 

(^.  By  losing  money  1  mean  pay  all  its  interest  ou  its  bended  iudebtednees  and 
dividends  npon  a  fair  return  of  capital  invested  in  the  stock. — A.  Yes;  that  is  ro: 
a  road  can  not  pay  all  fair  returns  on  snob  rat«B.  bnt  it  can  add  to  its  receipts 
X  expenses,  and  by  reason  of  that  fact  it  is  enabled  to  give  interior 


Q.  In  other  words,  this  local  discrimination  helps,  does  it  not,  the  local  point  as 


points  better  rates  than  it  could  otherwise  give 

S.  In  other  words,  this  local  discrimination  __.,._. 
I  as'  the  competitive? — A.  At  the  competitive  point— the  railroad  is  obliged  to 
take  the  goods  at  the  rates  offered  or  relinqnlsh  them.  By  taking  the  goodsatanch 
rates  it  makes  a  little  profit.  It  does  not  make  all  the  profit  that  is  necessary,  bat 
by  reason  of  the  fact  that  it  makes  a  little  profit,  it  is  jnst  so  much  better  able  to 
give  rates  to  those  who  have  not  these  geograpblcel  advantages. 

Q.  Are  the  steamships  between  Memphis  and  New  Orleans,  we  will  say,  able  to 
lUake  up  on  higher  local  rates  at-  river  points  for  what  they  lose  on  competitive 
Uemphis  busitiess  where  the  railroad  touches  the  river  in  the  same  way  tnat  the 
railroad  is  alile  to  make  np  by  increased  local  charges?  To  be  specific,  1  find  in 
.  the  Interstate  t  Commerce  Reports,  volume  «.  page  121,  a  case  involving  cotton  rates 
from  Memphis  to  New  Orleans,  and  the  st.it«ment  there  made  is  that  the  rate  Irom 
Memphis  to  New  Orleans  per  hundred  pounds  of  cotton  is  17  cents  throa^h  Holly 
Springs,  while  Holly  Springs,  being  45  miles  nearer  to  New  Orleans,  has  to  pay 
40  cents  a  hnndred  pounds.  My  tiiiestion  ;a  this:  Is  not  the  railroad  at  an  advan- 
tange  over  the  steamship  line  by  .being  able  to  charge  those  highor  rates  at  local 
points,  an  advantage  which  the  steamship  companies  do  not  en.joy,  because  there 
are  no  local  points  on  which  tbey  can  charge  40  cents  in  order  to  meet  the  loss  of 
the  partially  lessened  profit  at  the  Memphis  point,  where  the  rate  is  17  cents?— A. 
I  think  that  at  the  waylandings— such  places  as  are  not  situated  on  the  railroads — 
the  rates  are  much  higher  than  they  are  at  points  like  Vicksbnrg  andNewOrleaos, 
and  that  the  steamboats  do  charge  more.  I  would  like  to  say  in  connection  with 
the  Holly  Springs  rate  that  Holly  Springs,  by  being  within  45  miles  of  the  river, 
gets  the  advantage  of  the  river  rate  of  17  cents  by  Qie  river.  All  that  the  Holly 
Springs  rate  can  be  to  NewOrleana  is  the  17-cent  rate  pins  the  rate  from  Memphis  to 
Uoily  Kpringa.  andif  HoliySprings  were  notso  near  the  river  the  railroads,  instead 
af  charging  40cente,  would  boobliged.andfrom  therevenuesand  the  interests  paid 
by  the  Soathem  railroads  would  be  justified,  in  charging  more  than  lO  cents.  So 
far  as  tbeSonthemroadsareconcemed,  the  last  report  of  the  Interstate  Commerce 
Commission  shows  that  while  the  roads  south  of  the  Potomac  and  the  Ohio  rivers 
and  east  of  the  Mississippi  River  have  17  per  cent  of  the  mileage,  thair  earninEs 
have  been  only  12,-1  per  cent  and  that— I  have  the  figures  exact— they  only  paid  6 
percent  of  theentiredividends  paid  by  all  tbarailroadsof  theUniteil  States,  where 
their  share  onght  to  be  17  percent.  They  had  some  37tJ2,O00,l)0O  capital  and  Irands 
upon  which  nothing  was  paid. 

Q.  Understand  me,  I  am  not  criticising  this  practice  at  all.  It  seems  lo  be« 
necessity  of  the  busiuess,  but  a  witness  Mfore  this  commission,  who  repre'^ented 
the  st«'amship  companies,  has  testified  that,  as  a  matter  of  fact,  in  the  competition 
between  waterways  and  railroads  it  was  not  the  waterway  which  made  the  rate, 
but  the  railriiad.  In  other  words,  that  the  Illinois  ('i*ntral  makes  the  rate  which 
tbesteamershavegot  to  meet,  rather  than  that  the  steamer  makes  therates  which 
reetricta  charges  of  the  Illinois  Central, —A.  1  have  nodonbt  that  issoeventnally. 
It  must  be  so.  As  X  stated,  the  present  rates  are  the  result  of  action  and  conutw- 
actiou  on  the  part  of  the  steamboats  and  the  railroads. 

Q.  He  testified  that  it  is  the  steamship  companies  that  suffer  by  competition 
rather  than  the  railroad  which  waa  underbid.  He  testified  that  from  t&e  local 
points— we  will  say  between  Memphis  and  NewOrleans— on  the  river  that  there  was 
-o  way  of  recouping  liy  higher  rates;  that  noliody  could  expect  that  at  any  point, 


and  that  conseiinently  to  a  point  two-thirds  the  way  up  to  New  Orl 
phis  the  rate  would  be  approjiimatejy  twotbirds  of  uiat  Memphii 


rate— 17  cents; 
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so  tb&t  tbe  steamer  compAoj  is  fitting  from  a  point  two-tbirda  the  way  from  Mem- 

fibis  two-thirds  of  IT  centB,  wbereaa  tbe  Illinoia  Centr^il  from  a  point  within  the 
ine  13  getting  40  cant^,  and  that  oonequently  tlie  railroad  has  a  great  ftdvatitane 
over  the  sluamnbip  compaijy.  and  that  it  is  the  railroads  which  bare  driven  the 
steamers  out  of  eitstt-nce.^A.  1  do  not  nnderrtand  tbe  steamboAts  would  charge 
two-th>rila  of  ttie  rate  to  a  point  dimply  becaase  it  was  twa-thirds  of  tbe  distance. 
Tbey  generally  bave  a  blanket  Tata,  and  wbile  the  rate  is  IJ  cenla  from  Memphis, 
where  they  conld  load  boats,  down  farther  they  charge  $1  a  bale,  which  would  be 
'20  cents  a  hundred . 

Q.  (By  Mr.  Fakquhah.)  Can  you  give  the  dlfferenceinyoaroperatingexpenses 
from  Chicago  to  Cairo  and  from  Cairo  to  New  Urleane''— A.  That  is  not  a  part  of 
my  bnslnacs;  I  do  not  think  the  accoonCa  are  kept.  There  is  no  division  of  tbe 
operating  expense. 

Q,  Have  yoa  any  idea  what  the  difFeience  in  the  volume  of  traffic  is?— A.  I 
made  a  statement  some  years  ago  before  tbe  interstate  ('ommission,  and  I  think  I 
showed  that  on  Northern  lines— th«  lines  north  of  Cairo—the  ton  miles  to  the 
miles  of  tine  were  fonr  times  North  what  they  were  South. 

if.  (By  Mr.  Riplkv.)  You  have  spoken  at  length  ot  the  great  decrease  in 
freight  rates  in  tbe  last  '$0  years.  I'onr  statistics,  howet'er,  almost  entirely  dealt 
with  throngb  mtes,  did  they  not?— A.  The  statistics  deali  with  throngh  rates,  bat 
the  statement  that  I  have  given  here  inclades  all  rates— that  is.  the  rate  per  ton 
per  mile. 

Q.  Won 

of  local  ra. ,  _.. . .._ . 

any  knowledge —A.  No:  Idonotthinkttaerewonld  be  a  corresponding  rednctlou. 

Q.  Has  there  been  any  rcdactioni*- A.  Oh.  yee;  from  time  to  time. 

Q.  On  the  llJinoiit  Central,  with  which  yon  are  familiar,  can  you  state  any  spe- 
cific instance  in  which  local  rates  are  less  than  they  were  'iti  years  ago?  —A.  Yes; 
onr  rates  on  cotton  have  been  r-'vised,  I  think,  two  or  three  times,  and  there  wen< 
redactions  in  merchandise  on  Southern  lines.  The  rates  in  Iowa  and  other  States 
have  been  revised. 

Q.  And  these  have  involved  a  anbetantial  rednction  of  the  local  rates  to  which 
ve  refer  specifically? — A.  Yes:  because  tbey  have  distance  tariffs  on  all  classsH  of 
commodities  in  varions  States. 

Q.  Th«  ppint  I  wish  to  inqnireabont  is  th's:  Does  not  that  excessive  reduction 
of  tbroogn  rates  to  which  yon  refer  entail  a  burden  on  the  railroaits?  Are  they 
not  d<ring  bnsiness  at  less  than  they  cotiid  affonl  to  do  that  same  business  were 
tbey  not  able  to  make  some  add'  d  profit  from  local  ratesi  that  ts  to  any.  itjr'lad' 
in^  the  interest  on  the  capital  invested?  Do  I  make  tbe  umstionclear?— A.  if  the 
railroads  did  not  tai-e  this  competitive  bneiness  at  these  low  rales  they  would  lose 
BO  mnch  revenue:  for  instance,  say  it  was  10  cents  a  hundred,  aud  that  tbey  were 
obliged  to  charge  SU  cents  from  local  places,  they  are  obliged  to  take  the  through 
freight  at  tbe  lU-cent  rate  or  not  take  it  at  all.  By  taking  it  at  lU  cents  there  is 
not  a  ^oas.  They  can  not,  to  be  sure,  i  ay  the  pro  rata  of  interest  upon  bond-*  and 
stock  and  other  things,  but  thev  do  add  something  to  their  receipts  more  than  the 
amount  they  pay  ont.  I  wonla  pnt  it  this  way:  I  will  divide  the  whole  expense 
of  the  rai'road  tip  into  three  parte,  and  I  will  say  that  one  part,  or  one-third,  is 
interact  on  stock  and  bonds:  I  will  say  that  another  third  is  the  fixed  expense  of 
maintenance  of  stations  and  station  grounds,  salaries  of  the  genernl  officers,  legal 
otticers.  division  officers,  station  agents,  clerks,  telegraph  operiitorH.  bridgemen, 
section-road  men.  nnl  all  that  class  which  it  is  necessary  to  retain,  wbether  the 
competitive  business  is  or  is  not  taken.  We  have  in  these  two  thirds  of  the  entire 
expense,  which  might  be  terOied  a  "fixed  expense  "  that  goes  ou  whether  we  haul 
10.000,000  or  SO.iHW.OO)  tone.  We  have  another  e.tpense,  the  other  tliinl.  that  I 
will  term  tbe  ''movement  expense."  This  consists  of  the  wastes  of  enirmeers.  tire- 
men,  condnctors.  iind  brakemen.  (be  locomotive  and  car  repairs,  fuel.  nil.  waste, 
water,  and  wear  and  tear  of  rails  and  tracff.  In  the  operation  of  the  lai'roads  of 
the  United  Sta  e»,  tbe  aver.ige  expense  of  tbe  these  three  re3|>eciive  liivisiona  of 
the  service  will  approximate  the  proportions  given.  As  competitive  traffic  is 
otTered  at  certain  spet  ified  rates  made  for  us  by  infiuences  beyond  our  power  to 
control,  change  or  affect,  the  ijueition  to  be  first  determineil  is  will  it  pay  thia 
"  itiovemente.xpense.''  The  other  two-thirds  expense  goes  on  whether  we  take  it 
or  relingnieh  it.  Any  amount  in  excess  of  thia  "  movement  ex|)ense  '  that  can  be 
obtained  ia  jnst  so  mnch  more  that  can  be  applied  toward  meeting  the  fixed  two- 
Uiir<:s  expense  and  thereby  eiiablee  us  to  make  the  bnrden  so  much  lighter  for  the 
local  or  noncompetitive  trafiic.  As  before  stated,  the  expense  attendant  upon 
the  transportation  of  competitive  freight  wbioh  a  railroad  can  secure  only  on 
condition  that  it  charges  certain  specified  rates  made  for  it  by  ontside  infiuenceu 
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entirely  oeyond  its  power  to  control,  chan^,  or  aSect,  is  the  actna)  outlay  which 
tta  moTement  necessitates.  If  the  railriiad  pUnt  and  other  facilities  are  ample  to 
enable  it  to  transport  anch  freight  without  fnrtber  ontlaya.  then  it  will  l:e  seen 
that  the  expense  incurred  will  not  be  in  proportion  to  thnt  of  its  regularly  estab- 
lished bnsineBB.  Nor  will  the  moTement  of  competitive  freight  nlways  incur  the 
entire  expense  embraced  in  the  MTeral  items  named  comprieing  the  "  movement 
expense. 

The  '*  movement  expense "  of  snch  traffic  might  be  decreased  considerably, 
according  to  the  different  conditions  or  exigenciee  that  might  present  themselves. 
For  instance,  if  the  traffic  were  offered  at  a  time  when  empty  cars  had  to  be  ntumed, 
the  it«m  of  wagee.  fuel,  and  other  supplies,  together  with  repairs  of  locomottvee 
and  care,  woald  not  properly  enter  into  the  cost.  The  expense  incident  to  these 
woald  belargelyincnrrea  with  the  movement  of  emptvcarsas  well  as  wlih  loaded. 
Then,  again,  it  the  preponderance  of  tonnage  was  in  toe  direction  oppoeite  that  to 
which  the  competitive  bnsiness  was  destined  and  snchbiisiness  enabled  thecaiTier 
to  loail  np  trains  that  wnuld  otherwise  be  baa  ed  light,  the  expense  of  the  new 
competitive  bnaineas  wonld  be  inappreciable.  Neither  would  this  competitive 
bnsinees  entail  a  proportionate  share  of  the  large  expense  of  maintenance  of  trach, 
bridges,  and  culverts,  which  (jonstitntes  a  large  part  of  this  one-third  "  movement 
expense. "  The  wear  and  tear  of  these  are  net  in  direct  ratio  to  the  tonnage  trans- 
ported. The  wear  and  deterioration  caused  by  the  action  of  the  weather,  the  repairs, 
renewals,  and  cattinKS  of  embanKments,  of  the  masonry,  ballast,  and  road  croes- 
inKS.  the  disintegration  of  ties,  bridges,  and  fences  would  go  on  just  the  same 
whether  this  competitive  busineas  was  or  was  not  hauled:  so  that  it  would  not  be 
proper  to  charge  such  extra  bnslnesa  with  a  tonnage  proportion  of  the  expense  of 
their  maintenance. 

Keeping  in  view  these  many  fnfiaences,  it  will  be  observed  that  many  of  iba 
items  comprising  the  ■  ■  movempnl  expense  "  already  incurred  by  the  then  evlstlng 
bnsine~a  wonld  not  be  changed  by  the  addition  of  the  new  competitive  trfttTic.  and 
that  the  entire  expense  of  its  movement  won  d  in  many  casee  be  ineppreciable. 

From  what  I  have  said,  it  will  be  seen  that  the  difference  in  a  rail -carrier's  rates 
can  sometimes  be  very  great,  and  yet  it  can  not  justly  be  affirmed  of  tfaein  that 
some  are  □nreaBonably  hlKh  or  others  unreasonably  low;  that  the  expense  which 
a  traffic  undercertain  conditions  adds  to  the  already  existing  ezpenxe  of  a  railroad 
may  be  co^  ered  by  verylow  rates  without  intnry  to  any  community  or  locality, 
and  yet  the  rittee  which  it  may  be  neces.'uu'y  to  charge  upon  oUier  traffic  must  of 
necessity  be  higher  in  order  that  the  entire  cost  may  be  covered  and  the  property 
be  safely  and  snccessfnily  operated.  Any  profit,  therefore,  there  may  be  in  the 
transportation  of  a  competitive  traffic— and  from  what  has  been  said  as  to  the 
expense,  1  think  it  will  be  conceded  the  rates  would  have  to  i  e  exceedingly  low 
before  there  wa.*i  no  profit— reliavee  the  local  or  domestic  traffic  of  so  much  of  the 
burden  of  meetiuR  t&e  fixed  steady  expense,  and  that  so  long  as  the  receipts  from 
this  competitive  trnfflc  are  in  excess  of  the  expense  incurred  Itii  its  transportation, 
there  Clin  lie  no  such  thing  as  recouiiiiig  loss  on  low-rate  competitive  business 
by  churning  higher  rales  on  local  traffic,  no  matter  how  Jari^  a  difference  there 
may  be  between  the  two  rates. 

(j.  Suppose  that  this  oompetition  which  has  bronght  the  rates  on  throngh  bnsi- 
ness, the  shipmentof  grain  to  the  seacoaet,  down  distinctly  to  the  level  and  almost 
to  the  cost  of  moving,  will  not  the  elimination  of  that  competition  by  comrnnnity 
Ol  interest  in  some  way,  perhaps,  have  a  beneticial  result  in  preventing  the  farther 
progress  of  that  decrease  in  rat«s  which  u  a  loss  to  the  railro,-ut.  if  yon  put  all 
sxpenses  toRether/ — A.  It  might  do  that.  It  might  prevent  this  gradual  decrease 
in  rates  thnt  yon  speak  of,  but  the  tilings  that  have  operated  in  the  pa.si  largely 
to  reduce  these  rates,  the  rivalry  of  towns  that  may  be  situated  on  di^rent  r<wda, 
and  the  nsceesities  of  commercial  communities  will  continue  to  operate.  Uiino- 
faotnreswill  come  on  one  road  and  they  will  compete  with  man nfnitures  priibably 
three  or  four  hundred  miles  away  to  get  into  a  common  market.  They  may  not 
be  able  to  get  ihe  raw  prodact  as  cheaply  ns  their  competitors,  and  this  disad- 
vantage will  have  to  be  equalized  in  some  such  way  as  by  ii  reductinn  in  rates. 
So  it  sct-ms  to  me  thiit  the  railroads  that  aerve  particular  commnn  ties— trade 
centers— can  not  resist  the  demand  for  pntting  those  people  on  a  plane  whereby 
tlievwill  be  eniibled  to  do  bnsinees,  to  build  them  up,  build  up  the  railroads,  and 
build  up  the  towna 

Q.  Is  there  any  community  of  interest  going  to  be  powerful  enough  to  prevent 
that  recognition  of  trade  centers?— A.  I  <lonot  thinli  it  can  run  against  the  public 
opinion  or  the  necessary  demands  that  would  be  made. 

iq}.  Does  not  that  trade  competition  between  centers  i  onsist  in  the  giving  of 
qieoial  commodity  rates,  rebates,  and  other  acts  of  discriminatiou  which  ore  not 
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BTonted  to  certain  indlvidaale  bnt  to  towns?— A .  I  think  there  is  very  little  of  that 
Tbe  practice  v  aa  in  vogtie  before  the  interatate  law  went  inta  effei^t.  They  did 
hnve  speoi»l  rates  from  special  towns  to  certain  territory— that  is.  trom  large  job- 
bing centcrB—bnt  all  the  merchanta  bad  thoee  rates  from  those  towns.  I  do  not 
know  that  it  is  in  operation  now. 

Q,   You  are  familiar  with  the  basing-point  system  of  Southern  Statee? — A.   Yes. 

u.  What  detenutnee  whether  a  particnlar  town  shall  be  a  basing  ))oint  or  not? 
Will  yon  explain  that  system,  for  the  saiieof  the  record?— A.  Itvirtaally  is  about 
the  same  as  1  have  stated  in  my  paper,  that  the  iniuote  a  town  has  grown  to  any 
importance,  and  it  has  got  h  certain  number  of  .iobbers  that  can  trade  in  the 
outlying  districts,  then  it  gets  rates  that  are  related  to  rates  made  other  jobbing 
centers.  Theee  would  start,  say.  for  Instance,  from  a  point  like  Atlanta,  or  like 
New  Orleans,  and  gradnally  eitend  to  other  towns  that  were  of  sufficient  com- 
mercial importance  to  justify  them  in  receiving  ae  good  rates  ae  tbe  others.  The 
ratee  are  not  always  the  same  to  the  different  points,  but  their  relations  to  each 
other  are  sncb  as  to  enable  each  place  to  trade  in  the  ontlying  territory  that  might 
be  claimed  as  naturally  tributary  to  it 

Q.  What  determines  whether  a  place  shall  be  a  basing  point  or  not?  la  it  not 
in  some  de^^e  arbltrary?~A.  It  is  arbitrary,  but  the  place  must  have  some  job- 
bers: that  is.  what  we  call  jobbers— some  wholesale  houses  that  trade  In  the 
outlying  districts. 

Q,  It  involves  an  infraction  of,  or  an  exemption  from,  the  long  and  shcat  haul 
clause  of  the  Interstate  Commerce  Commission,  does  it  not?— A.  It  doen. 

S,  Do  these  basing  points  exist  at  all  in  tbe  territory  in  which  the  Illinois  Cen- 
Railroad  servee.  or  does  that  railroad  observe  the  long  and  short  haul  clause? — 
A.  The  Illinois  Central  observes  tbe  long  and  short  faani  clause,  with,  however, 
some  exceptions,  like  Jackson.  Miss.,  and  a  few  other  poinia. 

Q.  Could  it  be  possible  for  any  other  :|obbing  centers  to  rise  in  competition  with 
Jackson.  Miss.,  bo  long  as  you  dropped  these  OBsing-pnint  rates  to  that  center? — 
A.  Basing-point  rates  were  there  before  the  interstate  law  was  pntiu  effect,  and 
we  base  the  rates  now  on  river  rates  to  Vicksburg  plus  the  rail  rates.  Basing 
point  rates  at  ,Iaclisou.  in  the  first  place,  arose  from  tbe  Vicksburg  river  compet^ 
tion.  In  tbe  second  place  the  rates  at  Meridian,  a  competitor  of  Jackson  situated 
on  other  railroada  some  90  miles  away,  makes  the  practice  necessary  at  Jackson. 

Cj.  Can  you  moet  competition  from  New  York  jobbers  in  tbe  Mississippi  Valley 
territory  by  ratea  which  are  granted  Chicago  jobljers  in  that  same  territoryf— A. 
The  rates  from  both  places  are  related.  We  can  not  chantte  a  rate  to-day  from  the 
West  without  demand  being  made  for  redaction  in  the  New  York  rate. 

Q.  Is  there  any  complaint  on  the  part  of  trade  centers  in  the  Middle  West— Chi- 
cago, St.  Louis,  and  other  places- that  they  are  unable  to  compete  with  New  York 
in  the  Missisaippi  Valley  territory?— A.  In  tbe  Sontheast  we  give  a  c«rtain  terri- 
tory the  name  Miseiseipui  Valley.  While  the  section  is  all  Mississippi  Va  ley.  that 
eastof  the  Mobile  and  Ohiorailrosd,  which  is  abont  100  mi  eseaat  of  the  Mississippi, 
is  especially  so  in  our  nomenclature.  The  Illinois  Central  has  full  and  complete 
control  of  that  section  and  makes  such  rates  from  Chicago  and  from  other  points 
as  will  enable  those  people  to  go  into  that  MisBissippl  Valley  territory.  There  la 
tronble,  however,  on  territory  east  of  that,  as  you  say. 

Q.  Might  there  not  be  a  line  along  the  jonotion  of  thoee  two  territories  where 
competinon  from  Now  York  ae  B  trade  center  an  one  aide  and  competition  from 
Ghica^  and  St.  Louis  on  the  other  side  would  especfiilly  depress  rates  and  give  a 
peculiar  advantage  to,  we  will  say,  Montgomery? — A.  The  rates  wpre  very  early 
tiied  from  Baltimore,  on  tbe  one  band,  and  Cinclimati,  Louisville,  and  3t.  Louis. 
en  the  other,  Thematterhoacomenp  three  or  four  times  in  the  last  10  years,  and 
it  has  been  shown  that  tjie  effort  of  tne  West  was  to  put  in  the  products  from  its 
manufactures  as  a^tainst  the  East,  and  changes  are  made  from  time  to  time. 
Every  meeting  you  will  find  a  list  ot  changes,  making  rates  one  way  or  another  to 
meet  the  new  conditions, 

Q.  Are  you  aware  of  the  recent  eiporimont  described  in  the  press,  inaugurated 
by  the  Chamber  of  Commerce  of  Gtiattauooga,  or  by  the  merchants  of  Chatta- 
nooga. cbarteriuK  a  steamer  to  ply  down  tiie  Tennessee  River  to  Padncah,  in  order 
to  prevent  excessive  rates,  excessive  to  that  center?— A.  I  hav«aeen  a  statement 
to  that  effect.    Ttiere  are  boats  running  on  that  river  all  the  year  round. 

Q.  There  ia  nothing  in  tbe  natnre  of  innovation,  then,  in  this  experiment?— A. 
Probably  coming  up  as  far  as  Chattanooga,  there  isj  but  Chattanooga  has  been 
able  to  get  lower  rates  than  it  would  otberwiea  get  by  reason  of  the  competition  ot 
Naahviye. 

Q.  The  statement  is  made  by  the  press  that  by  shipping  bv  water  from  Chatta- 
nooga to  Padncah  a  saying  of  30  to  40  per  cent  on  through  shipments  to  New  York 
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andPhiUdelphislHeffected.  Can  yon  expl&in  that  farther?— A.  No:  lahonldtbinlc 
Uiat  woald  t>e  an  exceesiTe  saving. 

Q.  It  might  result  in  a  considerable  saviUL'',  though,  □nder  such  conditionB  as 
are  familiar  to  yon?  — A.  Yea;  bat  I  tbink  they  have  boats  np  to  Nashville,  and 
the  rates  from  NaHhvUle  to  Chatlanooga  plus  lioat  raita  to  NaMhville  of  conree 
can  not  be  aa  great  a«  though  they  had  only  riil  trauaportai  ion  to  C'hattiinooga  all 
the  way.  It  wonld  be  only  in  some  special  cimmodities,  I  think,  where  the  saving 
wonld  De  effected.    There  is  grain,  tlonr.  and  other  art  (jles. 

(j,  lu  the  territory  served  by  the  Illinois  Central  is  there  a  tendency  at  the 
present  time  toward  the  extension  of  the  system  of  footing  rates  on  eoltJin?— A. 
There  is, 

Q.  Will  yon  speak  npon  thai  topic  and  show  what  lis  effect  upon  the  railroad 
is— the  cotton  basineHS'^— A.  In  general,  its  effect  has  largely  done  avay  with  tlio 
middlemen,  and  has  effected  a  saving  to  the  producer  of  trom  possibly  $1  to  ft  per 
bale.  The  conditions  governing  tbe  handling  of  cotiou  and  its  transportation  lo 
Eastern  fiotories  have  greatly  changed  in  rectnt  years.  Formerly  the  lotton 
factor  at  New  Orleans  or  Memphis  advanced  money  to  tbe  prodncer  for  supplies. 
stock,  wagons,  and  other  material  entering  into  the  production  of  tlie  crop.  Inter- 
est and  commlasioDS  n-ere  charged  for  the  money,  and,  in  addition,  the  planter 
was  obliged  to  ship  to  the  cotton  factor  Hi  bales  of  cotton  tor  every  hnndred  dol- 
lars advanced.  In  addition  to  the  interest  cbargee.  the  producer  of  tY^  >;otton 
vas  subjected  to  eiceesive  prices  for  the  faand'ing  of  the  cotton  at  New  Orleans 
and  Memphis.  Besides  tbe  interest  and  commission  charges,  tbere  were  charges 
tor  brokerage, storage,  in aorance.  sampling,  classilying.  uisrking.  wei(;;hing,  reject- 
ing, compressing,  drying,  watching,  handling,  stowing  andscrewing.  These  varl- 
ons  labors  were  ander  tbegnldanceof  associations, and  theresnltwasthe  producer 
was  left  with  very  little,  if  any.  profit. 

In  recent  years  compreases  have  been  located  in  tbe  interior  towns,  banks,  and 
other  faciliti^  have  neen  establisbed,  through  1  ilia  of  lading  are  issued,  all  of 
wblehsnpply  the  interior  merchant  and  theprodocerwith  requisite  means  tocarry 
on  tbe  business.  Buye  s  from  tbe  Eastern  mills  can  now  miike  their  selections 
from  tbe  interior  towns  and  ship  direct  to  better  advanttige.  I  oth  to  mills  and  the 
prodncer.  than  formerly.  Floatingcotton.  as  it  is  termed,  is  cotton  shipped  from 
a  town  where  there  is  no  compress  and  stopped  in  traD^iit  at  a  town  where  there  is 
a  compress  and  where  it  is  then  compreesea,  classified,  and  afterwards  reloaded 
for  destination.  By  floating  into  tbe  compress  small  lots  from  various  towns, 
nnrchnaers  are  enabled  to  ship  full  carloadsof  different  clRssesof  cotton  tovarions 
destinations. 

<j.  Is  cotton  bongbt  direct  for  the  Sonthem  mills  in  the  same  way.  bb  a  rule? — 
A.  I  think  it  is  very  little  bonght  on  our  line  for  Sonthern  mills,  but  I  think  that 
where  It  is,  it  is  bought  in  tbe  same  way  as  for  the  New  England  mills. 

Q.  What  is  going  to  be  the  effect  of  the  extension  of  this  system  of  floating  cot- 
ton on  former  cotton  centers,  such  as  Memphis  and  other  citicHy— A.  I  think  it  will 
gradually  takecotton  away  from  these  tenters:  tbe  planters  w  II  ship  direct.  They 
get  ae  good  prices  now  at  the  station  as  they  did  formerly  at  Memphis  or  New 
Orleans,  and  they  bad  to  pay  freight,  aside  from  Htorage,  instirance,  sampling, 
and  commissions. 

Q.  Is  there  not  difficnltyin  this  cottintraffloorin  the  general  trafSc  of  the  Illinois 
Central  by  reason  of  tbe  lack  of  balancenortb  and  south  lonndtonnaue?  Does  this 
increase  the  coat  on  Sonthern  rot^ds.asa  whole?  — A.  Of  course,  if  tbe  tonnage  was 
equalized,  the  cost  would  be  decreased  in  both  directions. 

Q.  How  far  is  it  uneqnalL'  Can  yoa  maliS  any  Btiit«ment  respecting  the  propor- 
tion of  north-bound  an d south- honnd  tonnageon  the  Illinoii  Ci'ntral,  for  instance?^ 
A.  I  think  the  last  report  1  sawshowed  it  to  be  very  nearly  equal:  but  even  though 
it  were  equal  for  a  year,  it  necessitatea  a  large  lot  of  empty  cars  being  hHulod  each 
wav.  Ttiat  would  arise  in  this  way:  Take,  for  instance,  thecountry  in  andaronnd 
Chtcago  for  200  miles  where  the  traffic  moves.  Themerchaut  must  have  bis  goods 
on  his  shelves  along  in  Febraary  or  March.  That  will  necessitate  their  being 
moved  from  New  York  or  from  the  East  probably  in  February,  and  from  Chicago 
soon  after.  When  the  farmer  comes  into  the  country  towns  with  grain  for  aaie 
after  be  baa  done  his  seeding,  the  goods  he  wishes  to  purchase  must  be  in  the 
merchant's  store.  The  railroad  has  already  bronght  tbem  there,  and  as  the  farmer 
was  not  then  ready  to  market  his  prodncte.  the  railroad  had  to  return  the  cars 
empty  for  more  merchants'  goods.  When  the  farmer  is  ready  to  market  his  prod- 
ncta  the  greater  part  of  the  merchants'  wares  have  been  Blread>  hauled,  so  that 
empty  cars  will  have  to  be  hauled  to  the  farmer  for  the  transportation  of  his 
products:  so  that  while  the  tonnage  mie:ht  be  as  great  north  as  south,  or  nearly 
equal  each  w«y.  still  empty  oars  might  hava  to  be  hauled  in  each  direotien  by  rm- 
aoa  of  the  tonnage  movement  not  being  contemporaneous. 
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Q.  Ab  a  rale,  do  the  Sonthern  roads  operate  under  more  or  lesn  diBadvantafie  in 
this  resi)ect  compared  with  ihe  Official  and  Weaiern  teiritors-T— A.  They  operate 
nnder  Kreater  diaadvtmta^. 

CJ.  'inat  cirtamstance  wonld  jnBlify  a  higher  rate  per  ton  per  mile,  would  it 
not?— A.  Yes.  Then,  the  fact  that  tney  have  not  the  tonnage  per  mile  of  road 
means  that  they  have  not  the  earning  per  mile  of  road. 

S,  Ja  there  a  tendencjr  toward  an  increase  in  the  distinction  between  carload 
less  than  carload  rates  on  Soatbem  roads?— A.  I  think  not    Tbey  sometimes 
charge  the  same,  and  sometimes  have  a  carload  rate,  which  ia  leea  than  carload 

1.^.  Is  that  not  determined  by  the  Sonthem  claaaificati.on  committee? — A.  1  do 
not  know;  we  have  rates  for  less  than  carload  lots. 

Q.  Are  yon  not  subject  to  the  Southern  ctaaaliicatlon  of  nhlpments  In  there? — A. 
We  are  independent:  we  tnake  any  rnle  we  want  to  establish,  bnt  we  have  a  oat- 
load  rate  which  ia  just,  and  also  less  than  carload  ratea. 

Q.  1  do  not  nnJerstand  how  yon  are  independent  I  supposed  every  railroad 
operating  in  the  territory  east  of  the  Miasiaaippi  and  sonth  of  the  Ohio  was  sub- 
ject to  uniform  clasaifiCHtion  for  that  territory. — A.  If  all  agreed  upon  a  clasalfica- 
tion  1  suppose  thatwon'd  be  true,  but  I  know  we  have  these  rates.  I  am  not  very 
well  acquainted  with  claastfication  matters.  Some  of  the  other  subordinate  offi- 
cers attend  to  this,  but  I  think  that  the  lines  within  a  hundred  miles  of  the  Uisslft- 
sippi  River  have  carload  and  less  than  carload  rates. 

u.  Have  tbey  al\K'ay8  had  that  distinction?— A.  1  do  not  know  that  all  have. 

Q.  Has  your  road;'— A.  Vxit  road  has,  as  far  back  as  ISB,"). 

Q.  Do  you  make  more  or  less  diatinction  at  the  present  time  aa  compared  with 
30  years  afio?— A.  I  could  not  say  as  to  that;  1  would  say  more,  if  any. 

S.  What  would  be  the  effect  of  greater  discrimination? — A.  To  increase  the 
oad  businesa. 

<j.  What  would  be  the  effect  of  that  on  the  small  shipper?— A.  He  would  be 
enabled  to  get  carloads  at  cheaper  rat'-s  than  he  would  be  otherwise. 

Q.  Suppose  be  could  not  handle  a  carloady- A.  The  object  in  decreasing  the  car- 
loM  rate  would  be  to  enable  him  to  handle  it. 

Q.  What  is  the  present  stains  of  the  litigation  between  the  Mississippi  Railroad 
Commiasion  and  the  Illinois  Central  Railroad  respecting  the  land  of  the  Yazoo  and 
Mississippi  Valley  line?  Was  there  not  opposition  by  the  railroad  commission  to 
the  acquisition  oF  that  land  on  the  ground  that  the  statate  forbade  conaolidation 
of  competing  lines?— A.  I  do  not  know  anything  about  that.  The  Yazoo  and 
Hississippi  Valley  Railroad  ia  a  distinct  organization  enllrely  from  the  Illinois 
Central. 

Q.  It  is  CO  ittolled  by  the  Illinois  Centra!,  is  it  not?-A.  The  officers  of  the  two 
lines  are  id^  itlcaL    Tnere  is  no  litigation  pending.  I  think. 

<^.   (By  Mr.FARQUHAK.)  Within  the  laattwoor  ihreeyeara  haveyoufonndcom- 

Stition  in  tLe  carrying  of  grain  between,  say.  Kansas  C'ity  andOalveston  and  the 
issfsBippi  River  and  your  road? — A.  Yes. 

Q,  Have  yon  ever  beenabletocompetewlth  that  further  Western  rate— the  Gal- 
veston rate?— A.  Yes:  we  are  doing  it  all  along.  The  rates  from  Kansas  Cily  to 
Gtalveston  and  New  Orleans  are  made  with  relation  to  the  rates  frnm  Kansas  City 
to  St.  Louis  ploa  the  barge  line  and  from  lUinoie  territory  to  New  Orleana  via 
all  rail. 

Q.  You  spoke  of  the  railroads  making  the  rates  alwa>s  within  a  paying  margin; 
did  the  railway  men  at  the  time  the  Kansas  City  and  Qalveaton  rates  were  made 
think  that  was  a  paying  rate- the  out  rate  to  get  through?— A.  There  was  one 
time  that  the  Kansas  City  Southern  road  made  low  rates.  The  IIUdois  Central 
has  never  had  very  low  ratea.  We  have  gone  out  of  bu.'ineas  a  good  many  times 
by  reason  of  low  rates:  that  is.  we  did  not  give  our  shippers  the  rates  which  they 
said  were  necessary  for  tbem  to  have  in  order  to  enable  them  to  ship  as  against 
other  territory. 

Q.  Do  you  regard  this  steel-barge  line  on  the  Mississippi  as  an  experiment,  or 
are  there  businesa  reasons  for  believing  they  will  hold  their  groQnd?^A.  I  think 
the  owners  went  into  it  with  that  intention.  It  u  on  the  new  plan  of  McDougal. 
Ue  is  the  fellow  who  built  the  wha! aback.  They. however, arecoufined  at  present 
to  two  bargi  s,  I  auppoee  for  the  purpose  of  seeing  how  they  will  come  out. 

Q.  la  it  a  fact  that  the  old  barge  lines  of  tbe  '80'a  really  paid,  or  were  they 
abandoned  because  the  railroads  cut  rate.i'on  them  or  lessened  the  rates  so  that 
tbey  could  not  pay? — A,  I  do  not  think  they  paid. 

CJ.  Was  that  original  barge  tine,  as  far  aa  you  know  as  a  railroad  man.  started 
lo  cnt  Eastern  rates  and  thus  bring  Eastern  roads  to  terms?- A.  I  think  it  was 
startedin  the  interest  of  the  MisaonriPadllc,  which  had  no  interest  whatever  east 
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of  the  Misaiasippi  River.  It  was  known  ftt  the  time,  aa  I  reoollect,  sb  the  Qoald 
fnterest 

Q.  You  spoke  of  the  tranacoiitiiiental  rates  cm  ailba,  teas.  etc. ,  saying  tbat  ton- 
nage coming  this  way  was  controlled  considerably  by  rates  of  the  Snez  Canal  and 
the  Indian  Ucean.  Ih  it  not  a.  fact  that  the  Canadian  Pacific  made  the  rated  for 
the  transcontinental  roads? — A.  The  Canadian  Pacific  conld  make  them,  but  Uia 
Canftdian  Pacific  wonld  besubject  to  the  same  reHsona  why  they  should  have  good 
ratee  as  any  ot  the  other  transcontinental  lines  in  competition  with  the  Canadian 
Pacific.  Any  roiid  in  order  to  get  its  share  of  the  boBiueea  may  more  particular 
rates  down,  bnt  warn  can  not  last  forever.  Then  they  have  to  have  these  onder- 
standinga  in  regard  to  what  rates  they  will  make,  and  when  tbey  come  to  tbat 
condition  the  maximam'  they  can  charge  is  what  they  can  get  by  measuring  it 
with  aucb  rates  as  are  made  by  the  Indian  Ocean  and  the  Snez  Canal. 

Q.  What  control  has  the  Interstate  Commerce  Commission  over  Canadian 
Pacific  roadH?~A.  No  control. 

Cj.  Don't  (^^nadlan  Pacific  lines  recoKoize  that  they  are  subject  to  the  jurisdic- 
tion of  the  interstate- c.oiiimerce  Iftw  aod  the  Interstate  Commerce  Commission? — 
A.  When  they  run  into  the  United  States  I  think  they  have  acknowledged  the 
jurisdiction,  but  there  is  n  tthing  to  prevont  their  giving  a  portion  of  the  revenue 
which  accrues  on  the  Canadian  Tinea,  to  shippers,  if  they  see  fit  to  do  so. 

Q,  (By  Mr.  Biplev.)  Do  you  deliver  any  traffic  to  the  Canadian  Pacific  road 
at  Chicago! — A.  The  Canadian  Pacific  doea  not  run  into  Chicago. 

Q.  Does  it  not  control  a  line  which  operates  into  Chicago? — A.  J  think  not, 

Q.  (By  Mr.  Clarkb.)  Traffic  irom  your  road  to  the  Canadian  Pacific  ia  made 
by  way  of  the  Wabash,  ia  it  not?^A.  I  suppose  it  would  be;  or  poaaibly  by  the 
Michigan  Central. 

Q.  (ByUr.  Ripley.)  Is  there  any  large  amount  of  cotton  shipped  all  nil  to 
Boston  tor  export?— A.  Yes. 

Q.  How  woald  the  rates,  let  ns  say.  from  New  Orleans  or  Memphis  to  Liverpool 
through  Boston. compare  with  the  all-WHter  rates  from  New  Orleans  or  Memphis 
to  Liverpool?— A.  The  rates  would  Iw  the  same  to  Liverpool  via  Boston  and  from 
every  otter  port  all  the  way  around  to  New  Orleans. 

Q.  The  proportion,  howeier,  which  the  railroads  in  American  territory  wonld 
receive  would  be  fixed  on  that  same  baais?~A.  It  would  vary  according  to  tim 
rata  offered. 

Q.  Which  is  the  variable  rate,  the  rail  tb1«  or  the  water  rate,  in  the  combined 
tramo?— A,  They  both  vary.  The  rates  tivday  from  Memjihis  to  Boston,  New 
York,  Philadelphia.  Baltimore,  Norfolk, Charleston,  Savamiali.  Pensacola.  Mobile, 
and  New  Orleans  are  all  ILied  figuree.  Elacb  one  of  those  ports  reports  each  day 
what  ocean  rates  tbey  cim  obtain  to  Liverpool  on  cotton. 

Q.  To  whom  do  they  report?^A.  To  a  central  man  in  Memphia. 

Q.  Can  yon  give  hia  name  and  addreas? — A.  It  is  Anderrion—J.  A.  Anderson,  1 
think.  He  is  eecretsry  of  1  he  Memphis  cott«n  committee.  Those  ocean  rates  from 
the  various  )>ort8  are  added  to  those  fixed  rail  rates.  The  port  whioh  has  the  low- 
est rate  to  Liverpool  fixes  the  rate  for  all  porta.  On  the  snpposltion  that  theoceau 
steamers  take  the  rates  which  they  offer  in  that  seution.  the  railroads  have  to 
shrink  their  rail  proportion  down  to  a  figure  that  will  enable  them  to  mak*  the 
same  throngh  rate  as  is  made  through  the  lowest  port.  That  ia  the  only  way  they 
have  found  whereby  all  lines  con!a  get  a  share  of  the  cotton  and  at  the  same 
tates. 

(Testimony  doaed.) 


Washimoton,  D.  C,  May  U,  1901. 
TE8TIH0HT  OF  HB.  WILLIAM  LEOOBTT  OUILLAUDEU 

Pruident  of  the  Old  Dominion  Steamship  Company. 

The  commission  met  at  2  o'clock  p.  m.,  pursuant  to  rec«es,  Ch^rman  Kyle  pre- 
siding. At  ibat  time  Mr.  William  L.  Ontllsnden.  of  New  York  City,  president 
ot  the  Old  Dominion  Steamship  Company,  was  introduced  as  a  witness,  and,  being 
duly  sworn,  teatified  as  follows: 

Q.  (By  Senator  Kyle.)  Please  state  yonr  tnll  name,  address,  and  businees.— 
A.  My  name  is  William  L.  Guillaudeii-  my  residence  is  New  York  City;  office 
address,  SI-US  Beach  strtet:  I  am  president  of  the  Old  Dommiou  Steamship  Com- 
pany. 
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.  .  It  operates  Tines 

of  rreijfht  anil  passenger  ateanierB.  Its  main  line  U  that  from  New  York  to  Nor- 
folk, Portaiiiontb.  Pinners  Point.  Newport  Newa,  and  Rithmond,  Va.  It  has 
snbaidiary  lines  tn  many  small  points  in  the  Chesapeake  Bay  country,  likewise  snb- 
sidiary  lines  on  the  North  Ciirolina  xonnds  aad  rivers.  It  has  intimate  conneo- 
tiona.  both  freight  and  pasaenger,  with  all  tbn  great  railroad  lines  operating  otit 
of  the  Virginia  ports,  cbinfiy  the  Norfolk  itnd  Weetern,  the  Seaboard  Air  Line, 
the  Atlantic  Uoaat  Line,  the  Southern  Railway,  the  (heeapeake  and  Ohio  Railway, 
the  Norfolk  and  Sontbeni  Rail  way,  and  smaller  steam  and  rail  lines.  The  great 
bulk  of  Its  boslness  on  the  main  hne  in  freight,  with,  however,  a  lai^  passenger 
bnsinees. 

y.  What  number  of  steamers  do  yon  run?— A.  We  operate  0  ocean  nteamere,  18 
subsidiary  steamers  of  a  sonnd.  bay,  and  river  character,  and  between  3S  and  40 
harbor  craft— lighters,  barges,  steam  transfers,  and  steam  tugs. 

^.  Isthiecompauy  organized  tooperateliiconjnnction  nithrailwaya?— A.  Only 
incidentally. 

Q.  Or  to  piece  out  their  terminals  into  New  York  City?— A.  No;  it  is  operated 
as  a  water  transportation  line  primarily,  and  that  la  its  purpose.  Its  railrcMd  alii' 
onoea  are  incidental  to  the  growth  of  the  business. 

Q,  Were  theorigioal  incorporators  railway  men, oaamle? — A.  Not  active  rail- 
way men.  in  any  sense;  no. 

(J.  Are  they  nowy — A.  Some  of  tbem;  yes. 

(J.  Identiiied  with  what  railways,  chiefly?— A.  The  chairman  of  the  board  of 
directors  of  the  Norfolk  and  Western  Railroad,  the  president  of  the  Seaboard  Air 
Line  Railway,  the  president  of  the  Sonthem  Railway  are  on  onr  board  of  direct- 
ors, those  lines  having  stock  int^iests  in  onr  company. 

Cj.  (By  Ur.  Ripley.)  How  long  has  this  railroad  interest  in  your  directorate 
eiiated/— A.  Fully  20  years. 

Q.  Since  the  organizanon  of  the  company?— A.  Not  qnite.  Something:  over  30 
years  ago.  It  was  felt  that  It  would  strengthen  the  Lompan  v  to  have  Ibe  principal 
raiiroada  with  which  it  was  then  connected  and  doing  its  onsmess  interested  in 
the  company,  and  that  was  bronght  abont,  and  that  interest  baa  been  held  coutln- 
nonsly  liy  two  of  the  lines.  There  was  also  a  third  interest  at  that  time  which  has 
since  been  transferred  to  the  Southern  Railway. 

U.  Are  there  any  independent  wat«r  lines  which  have  no  affiliation  with  the 
railroads  operating  in  the  Chesapeake  Bay  and  up  to  New  York,  for  inatance? — A. 
The  word  "affiliation:''  hnw  broad  do  yon  mean  to  make  it? 

Q,  I  mean  community  of  ownership,  if  yon  please,  or  acttisl  representation  on 
the  board  of  directors.— A.  My  understanding  is  that  there  are  several  of  the  coast 
lines- notably  the  Merchants  and  Miners'  Company,  the  Mallory  Company,  and 
the  Clyde  Line — which  I  think  have  no  absolute  railroad  ownership,  but  they  have 
a  large  affiliation  in  the  sense  that  a  very  large  proportion  of  their  bnsinees  is  in 
connection  with  railroads  and  they  have  close  working  and  traffic  alliances  with 
the  roads. 

Q.  Is  yonr  policy  the  same  as  theirs  In  the  making  of  rates? — A,  On  through 
business,  I  thmk  so,  « 

Q.  Yon  are  members,  are  yon  not,  trf  the  Associated  Railways  of  Virginia  and 
the  Carolinas? — A.  No;  not  of  that  organization,  I  think  no  water  line  is.  But 
we  are  members  of  what  I  might  call  the  wider  organization,  the  Southeastern 
Freight  Association. 

Q.  Of  which  Mr.  S.  F.  Parrott  is  chairman,  with  headunarters  at  Atlanta?— 
A.  Yes. 

Q.  What  is  the  function  of  that  Southeastern  Freight  Association  as  far  as  the 
making  of  rat«B  is  concerned?  Do  they  prescribe  the  rales  which  you  shall  charge?— 
A,  No;  It  is  a  common  bureau  thron^b  which  tbe  rates  used  in  common- that 
is,  by  all  lines  participating  in  competitive  bosinesa-issne.  They  subscribe  to  the 
expenses  of  it.     It  is  a  ,ioint  ortice,  withont  p  iwers.  however,  of  filing  rat«B. 

(^.  Do  yon  agree  to  accept  tbe  rates  which  they  fix,  or  have  yon  power  to  malie 
an  independent  rate?— A.  Absolutely  no  rate  can  be  fixed  for  us  that  we  do  not 
fix  ourselves. 

Q.  Yon  however  find  it  for  your  interest  not  to  be  too  iudepeudent,  do  yon 
not?  That  Is  to  say,  yoa  strive  to  preserve  harmony  between  the  different  lines 
Interested? — A.  I  think  all  busineHs  arrai^emente  are  a  matter  of  concession,  of 

e've  and  take.    Yon  will  understand  that  the  Old  Dominion  Steamship  Company 
directly  repr<>8enCed  by  its  traffic  offi<  ere  on  all  mattera  which  hare  to  do  with 
considering  rate  matters,  and  they  de<;ide  themselves. 
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Q.  (B;  Mr.  PtiiLLii>s.)  About  what  per  ceot  of  the  capital  stock  of  your  line 
is  owned  by  ihe  railroads  or  railroad  people?— A.  The  total  ownership  by  the 
three  iutereetx.  1  have  etated,  is  more  than  a  majority  of  the  stock. 

y.  That  is  owned  by  railriads?— A.  Yea. 

Q.  (By  Mr.  Kiflev.)  Do  we  understand  yon  \ti  state  that  yon  do  not  know 
wbelher  there  are  any  other  competinj;  lines  in  the  eama  eitnatiua  with  reference 
to  the  railroads— that  is.  that  the  others  are  all  independent  lines?- A.  No:  I  nnder- 
elooil  yonr  question  to  mean  were  there  any  outside. 

V-  Are  there  any  others  that  are  controlled  by  the  railroads?— A.  There  are 
several  lines  on  the  coast  in  which,  accoriHng  to  common  report,  ihe  railroads 
have  an  interest,  notably  the  Ocean  Hteamehip  Company  of  Savannah,  and  tb« 
Cromwell  and  Moi-^-an  lines  to  New  OrJeane.  I  think  the  Cheaaiieake  Bay  lines 
are  largely  owned  by  the  railroads.  I  think  moet  of  the  Eastern  lines  from  New 
Tork,  mnning  east,  are  owned  by  railroads. 

Q.  1b  there,  then,  any  real  competition  tietween  the  steamship  and  railroad  lines 
aloi])(  the  Elastern  coast?  Will  yon  explain  what  the  situation  is  In  that  respect? — 
A.  There  is  ^ennine  competition,  I  shonld  say.  between  the  BteamBhips  and  the 
NortJi  and  South  railroads  mnning  np  and  down  the  coast,  to  the  coast  points 
proper,  as  between  New  York  and  Norfolk  und  Richmond.  New  York  and  Wil- 
miuifton.  New  York  and  (Jharleston.  New  York  and  Savannah.  New  York  and 
Brunswick,  New  York  and  JHCksonville,  there  is  tannine  competition.  On  bnsi- 
nesH  throa){h  those  ports  to  the  interior,  I  think  ^e  competition  is  more  relative 
to  Ihe  Heveral  int«rests  as  between  the  water  lines  and  their  i-ail  connections  to 
the  ultimate  point  in  the  interior, 

S.  In  other  words  it  becomes  a  question  of  comTietition  between  all-rail  lines 
rail  und  water  lines  combined? — A.  Yes;  that  is  very  well  said. 

Q.  In  sni'h  a  case  we  will  say  there  ts  competition  to  AtlanlA—  would  that  be  a 
fair  Olustration?- A.  Yes,  certainly;  Atlanta  is  practically  Ihe  Chicago  of  the 
Sontb. 

Q.  When  rates  all  rail  and  rail  and  water  are  made  together,  is  there  any  allow- 
ance made  in  the  nature  of  a  differential  to  the  water  lines  or  to  the  rail  and  water 
lines  combined? — A.  Yes. 

y.  Will  yon  Btal«  the  principle  on  which  that  allowance  is  figured?— A.  The 
theory  Is  that  the  water  route  (the  comliined  water  and  rail  roulA)  bascer  ain  disa- 
bilities, the  most  important  of  which  is  the  breakage  of  bnik  at  the  point  of  trane- 
fer;  secondly,  the  marine  risks  and  dangers  of  damage  nnd  loss,  and  third,  the 
infreqnency  of  sailing,  the  longer  interva  s  between  nioTement  as  against  all-rail 
lines.  Those  I  consider  are  the  three  most  importiint  elements  which  baveeeemed 
to  reunire.  und  have  so  worked  out,  a  lower  rate  on  the  lart  ot  the  rail  and  wat«r 
lines. 

Q.  Co  these  objections  or  disabilitiee  apply  equally  to  all  kinds  of  freight? 
That  is  to  say,  as  a  rail  and  water  line  combined,  are  you  peculiarly  hampered  in 
certain  kinds  of  business  as  compared  with  others/— A.  Yes;  we  are  alisolntely 
ont  ot  certain  kinds  of  business  notwithstanding  our  Jowar  rate,  notably  in  the 
enennous  movement  of  cotton  milt  machinery.  In  all  this  great  development  o(  the 
Southern  cotton  mills,  the  transportation  of  mmhof  the  machinery  nhich  is  made 
in  theEust  haslveen  lost  by  the  coast  line)',  practically  all  of  it.  because  ot  its  delicate 
character.  And  there  is  other  business  perhaps  ol  that  character  where  the  same 
tiling  applies,  the  rail  movement  is  so  mach  ^perior.  The  niibroken  car  which 
the  maDnfactnrer  loads  right  at  his  foundry  door  and  mill  door  and  which  goes  to 
the  ultimate  point  of  destinntii  n.even  to  the « ery  entrance  door  of  tbe  enterprise, 
offers  indii  ements  which  the  steamer  cm  not  hope  lo  eqnal. 

ij.  Is  there  any  distinction  made  in  making  up  rat«s  as  to  the  different  claases 
of  commodities,  as  to  whether  tbese  commodities  are  really  in  the  competitive 
class  or  whether  they  are  of  a  character  which  boats  would  not  cwrry  in  any 
instance?  Or  is  there  one  print  ipie  adopted,  namely,  of  granting  a  differential  to 
the  rail  and  water  lines  as  compiired  with  the  all-rail  lines?  Is  the  principle 
applied  equally  to  all  kinds  of  business?— A.  The  principle  is  of  almost  universal 
application.  The  modification  of  it  oomes  in  the  scale  of  the  difference;  if  1  may 
say  so,  the  rate  of  the  difTerence.  To  a  certain  extent,  however,  the  position  U 
an  average  one.  In  no  case,  I  might  say,  is  the  differential  made  wide  enough  to 
absolutely  attract  a  certain  commodity  because  of  the  differential.    It  is  made  an 


and 


■age  which  gives  a  fair  result  to  the  shipi^ei 
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of  the  differential,  for  instance,  as  between  New  York 

.  Richmond,  can  yon  specifically  say,  on  first,  second,  and  other  olasa  goods?— 

The  differential  between  New  York  and  Richmond  as  enjoyed  by  onr  line 

■     ■   -       .     ~    -    .  .t£  Class.    I 


against  the  railroad  carrier  is  5  cents,  first  class,  and  1  or  3  oentA  alzi 
may  have  to  refresh  my  memory  as  to  that. 
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(j.  What  are  the  rates  first  clwM,  tor  Instance,  in  centa  per  100  ponnds?— A.  My 
recollection  ie  that  the  railroad  rate  le  33  cents  i>er  100  pounds,  first  doss;  onr  rate 
is  28  cMiitB. 

Q.  From  New  York  to  Riobmond?— A.  From  Npw  York  to  Richmond, 

Q.  Ih  there  a'ljr  such  differential  betwoen  New  Yorh  and  Norfolk?— A.  No. 

Q.  Complaint  has  been  voiced  from  Riuhiuond  to  thie  commisBion  thftt  It  does 
not  en.07  the  sauie  rates  either  by  all  rail  or  rail  and  water  that  are  accorded  to 
NorFolk.  Will  yon  explain  to  the  commission  why  in  theonecaae  the  privilege  is 
given  and  in  the  other  denied?  I  wish  yon  wonid  ^ve  th«  rates  and  information 
with  respect  to  the  way  m  which  rates  are  made,  either  from  the  West  over  yonr 
line  up  to  the  North  or  in  the  opposite  direction?— A.  I  think  that  the  origin  of 
that  difference  was  the  old  steamtir  scale  of  rates.  The  New  York  and  Phi  adel- 
phia  steamers,  for  instance,  reaching  Richmond  tonched  at  Norfolk  and  went  on 
some  ItiO  miles  up  the  James  River  to  Richmond.  Their  rates  for  carrying 
freight  have  been  for  many  years— JO  years,  1  suppose,  as  long  as  steamers  have 
ran  there— hif^ber  to  Richmond  than  the  rates  to  Norfo  k.  Some  years  a^o  it 
became  the  policy  of  o:ir  company.  becauHe  of  the  dietribnting  competition 
between  the  two  cities,  to  make  the  rste-t  the  same.  My  reiJDl lection  is  that  the 
rail  rates  from  the  Northern  cities  have  never  bean  the  same  liy  the  different  seta 
of  carriers  between  northern  points  and  Richmond  and  northern  points  and  Nor> 
folk.  I  may  say,  1  think  it  is  the  continnation  of  the  original  basis  which  was 
originated  by  tht>  steamer  lines. 

Q,  Does  it  seem  to  yoa  that  the  complaint  of  Richmond  is  in  any  way  juatlfled 
by  the  conditions,  Ricnmond  and  Norfolk  being  competitive  centers?  Let  meask 
another  qneetion:  Does  the  existence  of  compention  by  the  Cape  Charles  route  to 
Norfolk  have  anytning  to  do  with  the  matter?- A,  No:  1  think  not,  1  think  it 
can  be  fairly  claimed  that  It  is  the  absolnte  influence  of  the  proximity  to  the  sea 
which  would  always,  perhaps,  make  a  lower  rate  to  Norfolk  than  to  Richmond  on 
tiie  merits  oT  the  case-  on  the  merits  of  carriage  or  service  performed. 

(^.  What  is  the  system  of  prorating,  we  will  say.  on  a  shipment  over  yonr  line 
to  or  from  Memphis  or  to  or  from  Atlanta? — A.  The  basle  is  the  distance  carried 
by  each  link  in  the  line, 

Q.  Not  absolute  distance,  however,  by  water? — A.  No:  there  comes  in  a  scale  or 
an  eqnallzation — so  much  water  distance  to  so  much  rail  distance. 

Q.  What  is  the  <  onstmctive  mileage  that  is  prorated  on  through  business  via 
Norfolk? — A.  Onr  line  adopts  a  uniform  basis  of  lUO  miles. 

S.  What  is  ttie  actnal  distance?— A,  Three  hundred  and  twenty-three.    It  was 
ed  3^0  miles  in  the  old  days:  it  was  an  estimate  of  two  for  one. 

(j.  The  assumption,  then,  made  in  prorating  is  that  the  expense  of  water  car- 
riageis.loraneqnaldistance.  abouthalf  thatof  all-railcarriage?^A,  Yes:  ithink 
that  scale  whs  fised  or  worked  ont  by  the  longer  water  lines.  It  is  common  on 
thd  coast  I  think  I  am  right  in  saying  that  the  other  Atlantic  cottst  lines  use  that 
basis  ot  two  for  one. 

Q.  Is  there  any  feeling  on  the  part  of  either  the  railroads  or  the  steamboats  that 
this  prorating  distribution  is  perhaps  not  altogether  fairtob^th  parties  under  the 
present  costs  or  operation?— A,  Yes;  and  it  has  been  in  onr  case  recognized  by  the 
allowance  For  extraordinary  terminal  and  handling  expenses:  so  that,  while  onr 
prorating  distance  has  not  been  changed,  there  has  been  an  acknowledgment  that 
on  so  short  a  ront«  it  is  not  equitable.  Hence  wea  eallowed,  further  than  that, 
aterminalof  BO  many  cents  a  hundred  pounds,  and  this  applies  tbrough  a  very  wide 
range  of  country. 

Q.  In  prorating,  do  yon  ma',e  any  distinction  between  the  cost  from  New  York 
to  Norfolk  Oi'  Richmond  for  local  consnmption  and  the  cost  from  New  1  ork  to 
Norfolk  or  Richmond  through  to  pointB  beyond?— A.  What  is  the  first  of  yonr 
qneetion? 

Q,  In  other  words,  do  yon  apply  the  principle  of  the  import  or  export  rate  on 
coaat wise  business,  iind  is  it  the  custom  with  otbersteamship  companies?- A.  Yes; 
the  proportion  of  distance  carried  fixes  the  percentage,  and  we  accept  that  per- 
centage, wherever  it  may  lead,  on  onr  through  bUHlnees. 

8,  What  is  the  rate  to-day  from  New  York  to  Rlchmond.first  class,  as  yon  have 
?— A.  Twenty  eight  cents. 

Q.  Twenty-eight  cents  by  your  route;  that  is.  from  New  York  to  Richmond,  for 
consnmption  at  Richmond- terminating  at  Richmond? — A,  Yes, 

Q,  What  wonid  Ue  yoar  proportion  of  the  through  charge  to  Atlanta,  passing 
through  Norfolk  or  passing  through  Richmond? — A.  I  have  not  the  Ggures  in 
mind,  and  I  do  not  know  exactly,  but  it  would  work  out  in  cents  per  100  pounds, 
with  all  ibe  elements  at  that  point,  probably  pretty  nearly  oe  much. 
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S.  And  atlli  yoa  do  rwognizo  a  certain  diffarence,  do  joa  not,  on  the  same  prin- 
e  adopted  in  maldnf;  import  or  export  rates  by  the  trunk  liQes?— A.  We  are 
bonnd  to.  Some  of  the  roads,  theoretiua'ly.  in  the  old  days  would,  in  malting  np 
a  rate,  adopt  onr  rate  to  Norfolk,  and  perhaps  the  next  carrier  b  rate  to  the  next 
jnnctioD  point,  and  so  on,  and  the  snm  of  all  would  matie  the  total  rate.  Now, 
all  the  elemeotB  come  in  which  serve  to  make  that  rate  by  onr  line,  and  whereas 
our  rate  to  Atlanta  is  one  thing,  tt  would  be  another  to  another  point. 

Q.  Are  yon  a  competitor  in  rate  makiag  with  the  other  coastwise  lines  which 
ply  to  Savannah;  for  instance,  on  Atlanta  business,  they  nrorating  through  with 
the  railroad  connection  and  yon  prorating  ac  Norfolk  wiUi  a  railroad  connection 

"    our  own?— A.  Yes. 

.  There  is  direct  competition  between  the  several  steamship  lines  and  by  the 
. .    roads? — A.  7ee;  there  is  all  through,  generally. 

Q.  Tonr  own  line  has  its  own  soliciting  agents  distinct  from  the  railroads?— A. 
Yes;  and  the  throngb  lines  have  as  well.     We  have  throngh-liue  machinery. 

Q.  What  do  yon  mean  by  that?— A.  I  mean  that  the  bnsineas,  for  instance,  over 
the  Southern  ftlailway  from  New  York  to  Atlanta  is  done  under  an  organization 
known  as  the  Piedmont  Air  Line,  a  certain  organization  that  has  a  trade-mark 
and  has  its  agents  In  New  York,  Boston,  and  everywhere;  it  has  traveling  men  at 
work  for  that  line. 

Q.  And  you  are  a  member  of  that  line? — A.  We  are  a  member  of  that  line,  and 
we  have  to  pay  onr  quota  of  its  expense,  becanse  it  works  for  everyone  over  that 
tina  It  is  just  an  aid  to  onr  own  machinery.  No  one  oompany  conld  afford  to 
sustain  such  a  line  ont  of  its  own  funds.  Therefore,  everybody  contribntea  for 
thia  extraordinary  service. 

folk' 

Richmond  or  Norfolk  deetmed  for  the  South?— A.  No. 

y.  Will  yon  explain  the  principle  on  which  yoo  make  the  distinction? — A.  The 
distinction  is  made  for  ns  in  tbe  through  ratea;  the  Atlanta  basis,  first  class, 
being  jl.14  from  New  York,  while  the  standard  New  York-Chiciiga  basis  is  75 
cents,  or  6,5  cents  by  out  lines.  There  is  not  absolutely  as  wide  a  difference  as  that 
by  reason  of  the  ditferent  ctassitications  in  nne.  As  a  rule  the  southern  clasaiGca- 
tion  rnns  lower  than  the  trunk  line  classification.  As  a  mle  I  think  I  am  safe  in 
saying  that.  The  rale  scale  is  higher,  but  the  general  classificatloti  5b  lower. 
That  tbe  rate  scale  is  higher  U  due  to  the  vast  difference  in  the  tonnage  moved, 
the  (luantity  of  goods  relatively,  as  t)etw«en  the  Bast  and  tbe  Weet  and  tbe  Elast 
and  tbe  SontI),  and  tbe  greater  number  of  competitors  of  all  kinds  in  the  Western 
business. 

Q.  Are  tbe  steamship  companies  which  operate  along  the  coast  getting  into  line 
in  matters  of  classification  and  methods  of  charging  by  weight,  etc.,  with  the 
railroads? — A,  I  think  so. 

U.  A  great  deal  has  b<-en  made  at  various  titnee  twfore  thii  commission  of  the 
difScnlty  ofrailand  water  competition.  Do  we  understand  yoa  to  state  that  there 
are  certain  disabilities,  on  tbe  other  hand,  nnder  wbii^b  tbe  steamships  operate  in 
competition  with  tbe  railroads:  in  other  words,  that  it  is  not  an  entirely  one- 
sided competition  between  the  superior  and  inferior  agent? — A.  No;  it  is  not. 

Q.  Will  yon  speak  of  sucb  experiments  or  attempts  as  yon  have  made  to  get  at 
tbe  relative  costs  of  different  parts  of  your  Ijusiness;  that  is.  terminal  charges, 
conilucting  toana^ortation.  et«.,  respecting  the  principles  which  in  your  judg- 
ment should  apply  in  such  a  casft  in  making  up  ratesf^A.  Tbe  proposition  is  a 
very  large  one,  tint  here  is  an  illnstration:  One  of  the  striking  differences,  tior- 
hapa.  between  water  transportation  and  through  rail  transportation  is  found  in 
the  fact  that  the  steamer  must  of  necessity  load  into  ber  and  have  taken  out  of 
ber  every  pound  of  freight  that  sbe  moves,  whereae  in  modem  railroading  a  very 
lai-ge  proportion  of  the  traffic  over  railroads  la  not  handled  at  all  by  the  railwavB. 
Tbeexpenseof  stowingocsan  veesels,  even  forcoaatwiee  buainees;  tbenecesait^for 
more  careful  stowing;  the  fact  that  the  vessels  have  a  number  of  decks,  require  a 
little  more  skilled  labor  than  is  reqnirt>d  in  running  freight  into  a  car:  hence 
tbe  labor  charge  Is  a  great  deal  higher,  and  tbe  steamer  bas  tomeet  a  fixed  charge 
at  each  of  her  porta,  generally  speaking,  far  In  excess  of  what  the  railroad  baa, 
even  wfaen  it  breaks  bulk:  and  to  the  extent  that  it  doea  not  break  bulk  at  all  it  is 
just  that  mnch  ahead.  .Aga'nst  that,  I  suppose,  might  be  set  the  enormous  coat 
of  the  railroad  plant  before  it  can  do  all  this,  as  against  the  very  much  smaller 
plant  coat  of  the  eteamahip  organiisatioii. 

Q.  That  being  so.  a  short  water  route  would  perhaps  not  have  any  particular 
advantage  aa  to  ooat  over  a  railroad,  terminal  charges  being  ao  mnob  greater  Mid 
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tbore  being  only  a  short  dlBtaiic«  in  which  to  recoap  for  the  lower  cost  or  moving 
a  ship  as  against  a  train  and  for  tlie  extra  charge  of  the  tonnage?— A.  It  has 
seemed  ho  to  me.  That  is  the  best  nuswer  I  have  gotten  to  my  e^famination  of  the 
snbject  np  to  this  time,  and  if  yon  will  allow  me,  I  will  eiplain  why  we  do  not 
know  a  little  better.  Water  lines  have  no  real  basis  of  comparison  between  one 
another.  The  nKiairements  of  railroads  and  their  willingiieBS  to  gi¥e  much  data 
connected  with  their  bosineas  is  a  great  help  in  operating  other  rai  roads.  That 
leqairement  is  not  made  of  the  water  people,  and  1  suppose  they  can  not  well  give 
itont,  Tliey  can  not  well  make  snch  Bgnree,  probably  becanse  to  do  so  is  1i»ble 
to  invite  nndue  competition,  so  that  we  water  men  have  not  a  chance  to  compare 
oor  resnlta  with  other  water  lines  eimilarly  eitnated.  Hence  I  can  only  give  yon 
the  reanlt  of  my  own  thought  at  this  time,  and  I  confess  1  have  not  thonght 
of  this  snbject  enoagh  to  reach  full  conclnsions. 

Q.  The  ton^  and  short  hanl  clause  of  the  Oct  to  regnlate  cammerc«  has  been 
largely  set  aside  in  the  Sonthem  States  by  reason  of  the  existence,  aa  the  railjoada 
allege,  of  active  water  competition  at  a  great  variety  of  points.  Do  we  nnder- 
Btand  you  to  aay  that  sncb  water  oompetition  is  not  ae  great  a  hardehip  to  the 
roads  wbere  the  water  route  is  a  short  one  as  it  would  be  in  the  case  of  competi- 
tion with  a  long-hanl  water  ronte.'— A.  No;  yon  can  not  have  understood  me  in 
tlmt,  becBIlRe  it  nas  never  appe  iled  to  me  in  that  way, 

Q.  Will  yon  explain  how  it  does  seem  to  you? — A,  As  far  as  I  have  gotten  in 
my  inrwtigations,  the  difQcnlties  there  are  largely  a  matter  of  earnings  to  the 
individual  companies  rather  than  matters  affecting  the  public, 

Q.  la  other  words,  the  rates  are  not  made  by  the  cost  of  doing  the  bnsineM,  but 
by  other  considerations?— A.  Yes;  practically. 

Q.  We  have  had  before  the  commission  complaint  from  representatives  of  ship- 
plni;  interests  at  Cincinnati  and  other  placen  that  the  rates  into  the  Sonth  from 
sncb  gateways  as  Chicago,  Cincinnati,  and  St.  Louis  are  relatively  mucb  higher 
than  the  rates  foraneiinaldistence  into  the  South  from  Eastern  cent er.-i.  Does  the 
existence  of  this  water  competition  down  along  the  Atlantic  seaboard  fully  jnatify 
that  condition,  if  it  be  as  stated:'  Do  1  make  the  point  clear?— A.  You  make  the 
point  clear,  but  it  is  a  singular  thing  ihat  the  great  cause  of  fear  that  we  Extern 
men  have  is  the  ever  growing  volume  of  business  from  the  West  to  the  South,  the 
leaving  or  diversion  from  the  Eaatem  shipping  points  of  much  businees  that 
tued  to  flow  through  our  channels  and  is  now  going  from  the  West  into  the 
South,  and  the  feeling  the  trafBc  men  have  is  to  wat^'h  that  Weetem-Souihem  ' 
movement,  because,  moving  as  it  does  in  very  large  bnlk  ns  a  rule,  we  have  felt 
that  it  enjoyed  lower  rates  than  we  have. 

Q.  Do  yon  I'efer  to  the  grain  and  packing-house  products?— A.  No;  I  do  not; 
they  have  a  very  slight  relative  movement.  They  have  almost  ceased  to  go  East 
—  d  then  South, 


Q.  How  long  since  was  it  the  custom  to  bring  grain  and  other  products  from 
the  West  to  New  York  and  then  ship  to  the  South  down  along  the  coast  over  your 
line?— A.  Fully  twenty  years.  Virginia  common  points  have  practically  had  the 
advantage  of  as  low  rates  aa  Baltimore,  and  even  lower;  and  Baltimore  being 
under  New  York,  it  was  an  impossibility  for  ns  to  move  it.  Uy  understanding  is 
there  is  some  business  bronght  from  Baltimore  and  Philadelphia  forecast  points 
farther  south— south  of  Batteras;  but  the  great  volume  of  the  bnainess  goes  direct 
by  through  car  movement  across  the  Ohio  River,  and  is  distributed  ali  through 
the  Southern  States. 

Q.  In  that  case,  having  eliminated  grain  and  packing- house  products,  you  refer 
to  manufactured  products?— A.  Yea, 

Q.  Such  as,  for  example,  what?— A.  Manufactured  iron  articles,  agricultnral 
implementa,  f  orniture— a  pretty  wide  range  of  commoditiee. 

Q.  Is  that  t>y  reason  of  the  growth  of  manufactures  tn  the  Middle  West  or  by 
rea^Min  of  the  adjuatmeut  of  the  tariffs?— A.  Both,  I  think.  Primarily  the  growtli 
of  the  manufactures;  secondarily,  the  rates.  If  I  may  tie  allowed  to  express  an 
opinion,  I  think  ratesalways  follow  commercial  conditions.  1  think  it  is  the  mar- 
ket conditions  which  maVe  the  rates. 

Q.  Have  you  any  reason  to  supjiose  that  those  rates  have  been  from  the  Ohio 

Eateways  leas  than  the  published  tariff  rates,  inasmnoh  aa  they  have  abstracted  so 
trge  an  amount  of  this  business  from  the  coastwise  sKamera.- — A.  I  am  not  in  a 
position  to  pass  on  ihat.  I  am  not  closely  enough  in  touch  with  the  rate  situation 
at  this  time  to  answer  that  question  intelligently. 
(J.  That  would  be  a  possible  explanation,  would  it  not?— A.  Yes. 
Q.  Would  any  enlargement  of  tlie  powers  of  the  Interstate  Commerce  Commis- 
sion, wiiii;b  would  alscSntely  insure  Uie  maintenance  of  publiahed  tariff  rates,  in 


.vCoogIc 


448  INDUSTRIAL    COUMI88ION : TRAN8P0ETATI0N. 

that  way  operate  w  the  advantage  of  the  ateamship  hnes? — A.  From  my  expe- 
rience, 1  woQid  saj  no.    I  think  not. 

Q.  Yon  feel,  however,  that  some  protection  by  the  railroads  theraeelveB,  for 
Instance,  mivht  beneSt  that  condition? — A.  There  are  railroads  and  railroads,  and 
flteamera  una  steamers.  I  am  glad  to  believe  tbat  the  railroads  with  which  we  are 
aasociated  are  just  aa  Grm  in  rate  maintenanue  and  in  i;onBervative  methods  as  we 
onraelves  could  be  or  could  espeut  under  auy  adJOBtinent. 

Q.  It  has  been  testified  before  this  commission  tbat  such  is  the  condition  of 
eastern  lines.  Have  you  reason  to  suppose  it  is  different  on  lines  that  operate 
farther  west  at  the  present  time?  Have  you  seen  any  indication,  so  (ar  as  ihe 
Abstraction  of  yonr  linsiness  from  your  territory  is  concerned,  to  susiipct  that  rat  ?s 
are  l>einK  cat  in  that  way? — A.  No:  aa  a  general  proposition,  no.  We  feel  that 
rates  m  the  Sonthern  territory  are  nor ticularly  well  maintained.  As  a  section,  the 
tranei>ort'ition  men  generally  feel  toe  Southern  territory  is  clean— that  Mc-ret  rates 
and  BO  on  are  almoet  anknown.  I  am  not  immediattOy  in  touch  with  the  West 
and  South  movement.  1  do  not  know  what  troublee  thev  have,  bat  as  far  aa  my 
general  iuroruiation  goes  what  I  say  applies  to  tbat  as  well. 

Q.  Have  the  costs  of  operation  of  water  transportation  decreased  in  recent  years 
in  the  same  proportion  that  thecoetsof  operating  railroads  have'/— A.  No,  There 
is  a  relinement  in  all  water  methods,  1  think,  and  the  lines  which  are  the  most 
successful  are  snccessfnl  by  reason  of  that  fact.  But.  for  the  reasons  which  I 
gave  at  soilb  length  a  moineut  ago,  we  have  not  the  threat  stimulus  of  comparison. 
Some  of  as  are  wor Icing  it  oat  along  railroad  methods,  as  I  call  them,  trying  to  do 
onr  I  eat  in  the  most  conservative  of  business  methods:  and  in  doing  that  the  pnb- 
lic  is  BifFved,  because  to  do  the  work  most  economically  means  tbat  you  must  have 
the  best  tool.i.  Speaking  of  onr  own  service,  it  is  infinitely  better  than  it  was 
twenty  years  ago.     It  has  improved  almost  as  much  as  the  rnllroud  service  has. 

CJ.  Ib  it  correspondingly  cheaper  from  the  point  of  view  of  operation' — A.  The 
methods  themselves  are  more  expensive,  to  keep  up  with  the  mooern  requirements. 
There  is  greater  expense  in  operating  the  line,  bat  with  the  extension  of  business 
which  has  followed  int^lli-^ent  methods  we  get  a  lower  cost.  1  will  not  say  a 
lower  cost,  but  a  cost  low  enough  to  give  a  fair  margin, 

Q.  Yoti  would  maintain  that  a  scieutili colly  operated  steanisblp  line  can  rednce 
its  cost  of  oiieration  in  the  same  proportion  that  the  railroads  are  reducing  theirs, 
so  that  the  relative  diSiibilitynnder  which  the  steamship  lines  ojerHte  as  compflred 
with  the  railroads  is  not  in  creasing''— A.  I  doubt  if  the  steamer  has  the  latitnde 
to  make  f'cononiii's  that  therailroHO  has:  so  ita  reductions  could  not  1  e  in  the  same 
proportion.  There  is  a  relative  betterment  in  the  steamer's  condition  by  thebt  ttet 
methods.  There  ere  i^ertain  basing  costs,  bowever.  like  the  greater  consumption 
of  coal  for  higher  speed,  and  the  greater  necessity  lor  electric  lighting,  and  all 
tbat  sort  of  thing,  which  means  an  added  cost  which  you  can  not  get  away  from. 
Bat  the  intelligent  application  of  force  and  uiind  produces  lis  eff  ct. 

One  of  the  questions  of  the  commission.  I  undei'stand,  is  as  to  laws  nnd  legisla- 
tion needed.  I  do  not  think  any  is  needed  at  the  present  time.  I  feel  that  it  is 
incumbent  on  as  to  work  out  our  problem  I  urther,  as  far  as  intelligence  and  ihe 
application  of  the  best  business  methods  will  go,  before  we  ^onld  ask  Congress  to 
legislate  in  our  behalf.     That  is  my  personal  conviction. 

y.  (By  Mr.  Fahquhar.)  Are  you  acijuainted  with  the  labor  cost  of  operating 
yoor  boats':'— A.  Fairly  so,  I  hope. 

Q.  What  is  the  pay  of  engineers  by  the  month?— A.  On  our  fast  steamers  it 
rane  }l'2.'i  a  month. , 

Q.  How  far  does  the  scale  rnn  down:  how  many  engineers  do  you  usually 
have?~A.  First  assistant,  |7S;  second  a^«istant,  f6l).  That  means  their  keep 
Added,  of  conrge.    They  live  oa  l>oard  the  ship  in  all  cases. 

Q.  What  are  the  wages  o:  Qremenl'— A.  $3H. 

Q.  Have  you  any  able  seamen  at  all.  or  do  yoa  jaet  have  the  deckhand?— A.  We 
have  no  able  seamen  in  the  deep-water  sense,  but  gualiGed  Keamen  whom  we  pay 
$2ri  per  month. 

Q.  What  arc  yonr  captains  paid?— A.  We  have  two  captains  who  get  |!D0  a 
month,  two  more  who  get  $[7,'j,  and  one  on  a  smaller  ship  at  $15U,  That  is  on  the 
main  line. 

Q.  Yonrmates?— A.  First  officers,  375:  second  officers,  3~iO:  third  officers.  S80. 

Q.  Have  you  a  distinction  of  wheelsmen  with  separate  pay?— A.  Yea:  twoqnar- 
teniiasters  on  each  ship  (that  is  the  technical  name  for  wbe<-lsmen)  at  $80.  Then 
there  are  watchmen,  and  the  full  crew,  the  entire  list  being  as  follows; 
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Fag  roU  of  tteam^ip  J^enon. 

Deck  dnpartm«nt: 

Master .- JSW.OO 

Firat  officer 75.00 

Second  officer .-, BO. 00 

Third  officer 80.00 

3  bow  lookouts,  each 40.00 

3  gnfirtermaaterB,  each 80.00 

Watehman 30.00 

Bseomeii 25.00 

3deckboyB-.- 16.00 

Pnreer 88.88 

Aaaistant  pnrmr 40.00 

Engine  department: 

Chief  engineer  ._ 125.00 

First  asf&tant  engineer - 76.00 


Soflers,  each 48.00 

2  water  tenders,  each 40.  o6 

0  firemen,  each 88.00 

8  coal  panera,  eacb 28.00 

Steward's  oepartmeDt: 

Steward 76.00 

Saloon  fltewarden 20.00 

Forward  stewardeaa , ..  10.00 

Chief  cook  _ 60.00 

Second  cook 40.00 

Third  cook 10.00 

Broiler 85.00 

Pantryman 26,00 

Officers' messman 28.00 

Forward  meesman 15.00 

Head  waiter 26.00 

Waiters  (aareqniT»d>,  each 18.00 

Porter 80.00 

Average  number  of  crew,  60. 

Q.  EaTeyonyonrownBteTedoreBattennlnala.oristhereanorganlEationof  Btera- 
dorea  at  tenninalB?^&.  Wedo  all  our  own  work  at  all  porta, 

Q.  HaTeyonauy  rale  osloyoTir  sea  forcedoingtheloadingand  unloading?  Are 
they  engaged  ta  it? — A.  No;  not  on  the  main  line.  Itisnotfonndtobeeconmnical, 
and  a  double  crew  woald  be  roqnired  to  do  that. 

■    Q.  What  is  the  ordinary  pay  of  steTedoring  at  New  York?— A.  We  pay  26  cents 
per  honr  week  days  and  80  cents  on  Sundays  and  holidays. 

Q.  (ByMr.BiPLXY.)  DoyoaemploynegrolaboratNorfolk?— A.  Entirely  in  the 
South. 

Q.  What  is  the  pay  of  that  chtae?— A.  The  stevedtre  rate  at  all  the  Chesapeake 
porta  in  Vlrgini&~Norfolk,  Portsmonth,  Pinners  Point,  Newport  News,  and  all 
thoi>9  points— ia  15  cents  per  hour  forthemen  whomn  the  hand  tracks.  Themen 
on  the  ship  who  stow  and  take  ont.asdsoon,  ffet&Ocente  au  honr.  Thatisfonnd 
to  fairly  reflect  the  differences  In  the  yalne  of  labor  and  the  living  eonditjons  and 
all.    It  seems  to  equalize  between  the  North  and  the  Sonth  fairiy  well. 

Q.  (By  Mr.  Fabquhar.)  In  yonr  annual  statements  in  the  coastwise  trade, 
what  1b  the  nsnal  percentage  that  is  set  aside  for  depreciation? — A.  I  think 
there  is  no  set  mle.  Oar  own  method  has  been  to  have  a  reappraisal  by  a  oom- 
mittet)  at  periods  of  abont  two  years  apart,  retleoting  the  octnal  condition  npon 
«s»mination.  We  have  tried  to  bo  very  couaervatiTe  in  that  respect.  The  lues 
have  different  methods.    I  think  there  is  no  established  procedure. 

Q,  Baa  the  coastwise  trade  any  advantage  in  lates  in  marine  insnrattoe  over  sblps 
in  the  foreign  trade?— A.  Yeai  in  this  mnae:  I  tblnk  the  nnderwriters  teel  that  the 
coastwise  risk  is  less;  that  it  is  of  a  different  character  from  the  deep-sea  InsnranceL 

Q.  Is  yoor  insnrance  placed  in  American  or  foreign  companieeV— A.  Both. 

Q.  What  proportion?— A.  At  a  rongbgness.perha^  half  ondhalf.    May  I  sup- 

Cment  that  statement  by  saying  that  my  own  feehng  is  that  onr  advantage  ia 
t  served  to  have  as  moch  placed  in  the  home  market  as  we  can.  Bat  we  soon 
exhaust  the  home  market— the  American  market.  The  insurance  oompaniee  do 
not  like  to  take  big  riika,  and  we  are  very  large  insurers  in  cargo  andhnll.    So 
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■we  fill  np  with  all  the  AmericAn  iDsarance  we  can  get.  and  then  go  abrottd.  That 
is  the  practice  to-day. 

Q.  Are  the  foreign  and  American  ratee  on  the  eame  basis? — A.  Praotically, 
becanse  we  decline  to  pay  more. 

(^.  la  there  much  competitioD  among  the  for«ini  conntriee  to  ooqnire  American 
policies? — A.  I  thinlc  bo.    The  foreign  policy  has  oeen  a  little  more  favorable  than 


the  American  policy  heretofore,  bnt  the  American  companies  are  now  beainning 
to  write  the  more  compreheneiTe  form  oF  policv;  so  that  the  Amerioau  f orm  M 
policy,  which  in  the  old  days  was  not  so  desirable,  is  being  improTed. 


Q.  Is  yonr  foreign  policy  taken  under  the  Lloyd  inanring  mies  or  nnder  Ameri- 
can inspection? — A,  Theveeseli  are npon American  inspec^on.  We  bnild  aocord- 
ing  to  tne  American  rules,  and  tbey  base  on  that.  Onr  ahipa  do  not  come  nndw 
Lloyd's  rnlea  at  all. 

Q.  They  are  nnder  the  American  standard?— A.  Tea. 

Q,  And  the  foreign  companies  accept  the  American  standard? — A.  If  one  of  oar 
sUps  was  loaded  for  oSahore  Chej  would  not  do  that. 

Q.  At  anytime  have  any  of  yonr  coBHtwiae  steamers  been  drawn  into  the  foreign 
trade? — A.  We  have  chartsred  to  the  West  Indies,  and  once,  in  the  old  days,  to 
Brazil,  We  do  not  like  to  have  onr  vemela  go  offshore;  we  prefer  to  keep  tbem 
at  home. 

?.  (By  Mr.  Phillips.)  Did  yon  state  the  amoont  of  yoTir  capital  stock? — A.  I 
not.    It  is  $1,350,000. 

Q.  Have  yon  any  bonds?— A.  One  million  5  per  cent  bonds. 

Q.  Preferred  or  common  stock?~A.  Jnat  the  one;  $1,350,000  of  stock  and 
11,1)00,000  bonds  ontstanding. 

Q.  (By  Senator  Kyle.)  What  percentageof  the  operatingcoatol  yonr  line  goes 
toward  labor? — A.  Of  what  in  onr  statistics  appears  as  la&ir,  the  abaolnte  labor 
cost  of  handling  our  freights,  and  which  is  summed  np  in  onr  trade  as  longshore 
labor,  nearly  3.j  per  cent  of  our  total  coat  (34.7  per  cent,  to  be  exact)  is  paid  for 
labor.  If  yon  include  the  clerks  and  agents,  a  step  higher  up,  the  proportion  is 
8S.C  per  cent  of  the  entire  operating  expense, 

Q.  (ByMr.EENNBDY.)  I  wonld  like  to  aab  yon  how  the  coastwise  interests  view 
the  proposition  to  subsidize  American  vessels  in  the  American  trade;  whether 
they  have  any  particular  interest  in  snch  a  course  any  more  than  the  people  at 
large? — A.  I  suppose  tbey  merely  have  the  individual  opinions  thai  each  man  gets 
from  reading  the  papers  and  reading  the  diRCQiiEionB,  and  so  on.  Speaking  for 
myself,  Ifind  It  dimcnit  to  make  np  my  mind  either  way,  because  I  have  not  thedsts 
to  do  it  on.  I  do  not  know  tlie  conditions  surruunding  lines  other  than  our  own, 
so  that  my  opinion  would  be  no  better  than  that  of  any  railroad  man  or  banker,  or 
pnblicist. 

Q.  Yon  ooald  notsay  whether  snch  a  policy  would  affect  your  intereots? — A.  It 
conldnot  directly,  because  we  could  not  tome  nnder  It.  We  could  not  participate 
in  its  benehts,  and  I  do  not  see  how  it  could  affect  as  other  than  if  it  added  to  tfae 
tai  burden  we,  as  iaipayers,  would  pay  a  Utile  more.  That,  however,  wonld 
comearonndin  the  additional  trade  andsU  that  goes  to  make  thatnp.  Ofcooree 
we  carry  between  onr  ports  considerable  bnsinees  which  goee  export  from  the  end 
of  onr  line.    So,  I  suppose,  it  is  an  endless  chain. 

(^.  Ton  employ  union  labor?— A.  Our  labor  may  or  they  may  not  be  in  tbt 
unions.    We  have  no  rales  or  restrictions  as  regards  that, 

Q.  Are  any  of  the  members  of  the  Seamen's  Gnl on  In  your  employ?— A.  I  think 
BO,  bnt  it  does  not  appear.  We  place  no  reatrictions  on  our  men  in  doing  what 
they  choose  in  that  way  so  long  as  they  are  devoted  to  their  dnty. 

Q.  Are  the  men  aboard  ship  generally  Americana  or  of  other  nationalities? — A. 
I  think  the  seamen,  of  which,  of  course,  we  do  not  have  to  carry  many,  are  gener- 
ally foreign  in  the  lower  grodea.    The  higher  grades  are  neoeeearily  American. 

Q.  {By  Senator  Kyle.)  What  nationality?- A.  There  seems  to  bealargeSoan- 
dinavian  element  in  all  our  coasting  vessels.  They  seek  the  employment:  they 
take  to  it.  And,  of  coarse,  on  modern  steamers  tbere  is  really  very  little  sea 
work.  It  Is  scraping  and  keeping  things  clean,  and  handling  bnee  and  ^  that: 
and  the  old-time  able  seaman  has  bo  place  on  a  modem  steamboat,  or  an^  other 
atesmboat,  in  fact.  Followiug  the  ma  is  not  attractive  to  American  men  m  this 
day.  I  am  sorry  to  say.  It  is  a  very  difficult  thing  to  get  the  old  line  of  mil- 
trained  American  seamen. 

<^  Is  that  because  aea  life  has  become  obnoxious  or  other  callings  more  Inviting?— 
A.  Prises  of  high  positions  are  t«a  few  and  other  callings  are  more  inviting. 

Q.  (By  Mr.  LiTCHMAN.)  From  what  sources,  then,  do  you  recruit  the  ranks  of 
the  higher-priced  officers?- A.  I  think  we  are  very  nearly  st  the  end  of  the  old 
deep-seasailor,  and  what  Is  to  takehis  place  is  a  question  we  are  all  asking  onwlTSB. 
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W«  ftre  tralDlng  in  young  men  aa  fast  na  we  can  get  them,  bnt  they  are  hard  to 
get.    It  is  a  hard  thing  to  find  a  captain  that  haa  had  the  old  training. 
ii.  <Bt  Senator   EyleJ    Wages  are  good':'— A.    Yee;    they  are  almost  the 


Q.  (By  Mr.  Litohm an.  )  The  foreigner  irho  la  capable  of  maiining  a  shin  mnst 
first  iMcome  natQTalized  before  he  woaldbeeligibletopromotlon':'— A.  Abeolntely. 
I  think  we  have  only  one  captain  of  foreign  birth,  and  be  has  been  an  American 
citizen  for  a  great  many  years.  All  the  r«st  are  Maine  and  HaasachnMtts  sea- 
men, who  came  np  through  efficiency  and  are  expert  seamen.  We  pay  them  well 
and  treat  them  well.    Onr  men  do  not  lose  a  day  s  pay  perhaps  in  10  years. 

<^.  <By  Mr.  Farquhar.)  To  the  average  seaman  or  petty  officer,  does  thft  coast- 
wise trade  offer  greater  indnc«mentti  than  the  deep-water  tTade?'-A.  I  think  It  is 
not  felt  fo,  except  as  the  men  can  \ie  oftener  at  home  and  hare  more  home  life. 
That  is  the  attraction,  that  a  man  can  be  at  homeevery  tew  days. 

(TMtimotiy  closed.) 


Nkw  Yoax,  Fa>rvarji  tO.  1901. 
TESTDfOHY  OF  n.  THOKAS  F.  WOODLOCK, 

Railroad  editor  of  the  WaU  Street  Journal,  JVew  York  City,  N.  Y. 

The  special  sabcommlBsion  met  In  the  rooms  of  the  Chamber  of  Commerce  at 
10.45  a.  m.,  Mr.  C.  J.  Harris  presiding.  At  3.50  p.  m.  Hr.  Thomas  F.  Woodlock, 
railroad  editor  of  the  Wall  Street  Journal,  appeared  as  a  witness,  and,  being  dnly 
Bworn,  testified  as  follows: 

Q,  (By Mr. C.'T.  Harris.)  Hr.  Woodlock, wiUvoagiveyonrnameandoddreM? — 
A.  Thomas  F.  Woodlock;  railroad  editor.  Wall  Street  Jonmal,  Ko.  42-44  Wall 

Q.  (ByMr. Kknskdy.)  Tobeffinwith.oanyongivethflcommisBlonanyinforma- 
tlon  or  any  light  on  the  proposed  combinations  or  commnnity  of  interest  arrange- 
ments in  the  anthi-aclte  coal  flelds?— A.  Well,  the  only  information  that  I  have  is 
derived  from  the  published  prints;  bnt  it  seems  to  me  pretty  clear  that  what  the 
railroad  companiea  have  been  doinK,  or  endeavoring  to  do,  is  to  purchase  the  com- 

eratively  few  remaining  coal  lands  in  the  bands  of  Independent  operators,  bo  as 
prevent  the  danger  ot  a  competing  line  ever  being  limit  ag»in  that  wonld  take 
away  snch  independent  tonnage  as  they  now  have.  Without  going  into  figures 
any  too  closely,  i  shonld  say  thnt  the  companies  have  bought  no  probably  an 
amount  of  annual  tonnage  equlv^ilent  to  aay  6  per  cent  of  the  total — abont  three 
to  throe  and  a  half  million  of  tons  a  year,  includmg  the  Pennsylvania  Coal  Com- 
pany, which,  of  conrse,  is  the  largest  item.  The  others  are  scattered  pnrchaseo. 
Q.  (By  Mr.  Ripi.ey.)  Giving  them  a  (control  of  what  proportion  of  the  total 
tonnage?— A.  Well,  it  is  a  little  hard  to  give  any  definite  figures  on  that,  becanse 
the  shipments  over  the  co&l  roads,  as  I   understand  the  matter,  include  both 


the  independent  tonnage  and  the  tonnage  owned  by  the  road:  but  on  last  year's 
'    "      companies  which  are  generally,  by  popular  mnior,  snnposied  to  be 
IS  affiliated  in  this  matter,  namely,  tiie  Reading.  Lehigh  Valley,  Jersey 


Central.  Penn-iylvania  Coal  Comiiany,  Erie,  Susquehanna  and  Western  ( which  Is 
owued  by  the  Erie) .  and  the  Lackawanna,  which  are  generally  understood  to  be  act- 
ing in  concert,  got  about  72  J  per  cent  of  last  year's  anipments.  The  Pennsylvania 
RaDroad  is  independent,  bnt  has  always  acted  with  the  strong  interests  whenever 
it  hiis  been  neceaaarv  to  do  so.  Tbat  is  to  say,  the  PennsyiTania  has  never  been  a 
d;atrirber.  and  can  always  be  counted  on  by  the  majority. 

Cj.  I  By  Hr.  Eennei>v.  )  Whv  has  it  been  independent?— A,  Tbat  company  baa 
never  been  obliged  to  ally  itself  with  individnale;  it  is  an  extremely  strong  cor- 
poration, and  it  has  been  its  policy  not  to  adopt  any  entangling  alliances,  so  far  aa 
we  can  ]ndge.  With  the  Pennaylvania  Railroad  and  the  Delaware  and  Hndeon, 
which  are  supposed  not  to  be  brought  uiidei;  that  influence,  there  wonld  be  left  7) 
per  cent. 

Q.  la  that  all?  How  atMut  Core  Brothers  and  the  Ontario  and  Weatern? — A.  I 
have  RJTen  1011  per  cent:  that  is,  as  far  as  it  is  shown  in  an  unofficial  way. 

Q.  Where  does  Mr.  Haddock  come  in?— A.  In  the  Erie  Railroad  shipments. 
n —  n — .1 I .!.,  n., c '--^naand  Schuylkill  road.    It  is  a  com- 
er cent  of  the  total  tonnage. 
f  interi'st  established  bv  those  roads 

, itnation?— A.  I  think  that  there  is  a 

anfflc^QBt  community  of  ownership  already  to  aasore  that.    In  other  words,  I  do 
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not  think  that  the  Ontario  and  Weetem  is  allied  to  it  in  any  way,  and  I  do  not 
think  that  Coxe  Brothera  &  Co.  are:  bnt  I  think  that  mOBt  of  the  others  will  act 
togelber.  The  Ontario  und  Western  is  a  free  laoce,  bnt  it  is  not  nnTeaeonable;  it 
fttbBnda  to  bosinese,  and  makes  the  same  prii/es  ae  the  others  do. 

Q.  Do  yon  believe  uventB  point  to  Bbsolnte  ownership  under  one  single  manage- 
ment?— A.  No;  I  think  it  would  beaTeryinjndicions  thing,  irom  the  [Mintof  view 
of  the  coal  roads. 

Q.  Why? — A.  It  wonld  simply  provoke  extreme  competition.  Then,  besides, 
thwe  is  a  natoTfll  bar  toany  total  monopoly  in  the  anthracite  bnsineea.  Aa  I  have 
always  understood,  when  the  pri(«  of  anthiacile  goes  above  a  certain  level  the 
consumption  falls  oS  very  rapidly,  because  bitnminons  coal  is  need  even  nnder 
diffionltiee,  and  there  is  a  great  increase  in  the  consumption  ot  gas  in  the  cmea, 
and  it  is  not  practicable  to  keep  the  price  of  anthracite  at  any  high  level. 

Q.  Yon  Bay  provoke  competition?— A.  Provoke  le;4iBlatioii  that  might  not  other- 
wise be  jnatified.  I  do  not  think  it  is  the  intention  of  the  people  connected  with 
the  coal  roads,  so  far  as  1  can  see,  to  do  anything  more  than  agree  on  prices,  and 
especially  so  as  to  avoid  spoiling  the  markeL 

(j.  Have  yon  an  opinion  as  to  the  economies  that  will  be  effected  by  the  com- 
muaity  of  interest  arrangement? — A.  I  do  not  see  how  there  can  be  any  special 
economy  where  there  is  no  physical  union  of  the  properties.    For  instance,  the 

Eurcbase  of  the  Pennsylvania  Coal  Company  by  the  Erie  does  not.  as  far  aa  I 
now.  involve  any  consolidation  of  the  affairs  of  the  two  companies.  The  phief 
expenses  of  coat  production  are  mine  work  and  breaker  work,  and  that  is  more  or 
less  dependent  on  the  tonnage.  Where  there  would  be.  if  it  were  possible,  a  great 
economy  would  be  in  the  establishment  of  a  eingle  selling  agency.  That  would 
save  a  great  deal  of  tronble;  but  1  do  not  know  whether  the  matteris  going  through; 
it  would  certainly  evoke  some  opposition. 

Q.  (By  Hr.  Bipley.)  Was  that  not  the  principle  of  Mr.  HcLeod's  plan  ai 
1898?— A.  I  believe  so. 

Q.  Namely,  to  establish  a  single  selling  agencyf~i.  Yes.  Mr.  HcLeod  had  a 
pretty  logical  plan  that  dealt  with  the  whole  tning,  and  Mr.  Morgan  seems  to  have 
followed  some  parte  of  it  in  his  recent  operations. 

Q.  He  has  apparently  avoided  certain  pitfalls  which  beset  the  way  of  the  former 
attempt? — A.  Oh,  yes;  I  think  so.  For  a  while  the  lease  of  the  Jersey  Cenb-al  to 
tJie  Beading  was  objected  to  at  the  time,  bnt  there  can  be  no  particular  objection 
to  the  ft»dinK^  owning  51  per  cent  of  Jersey  Central  stock. 

y  Mr.  Kennedy.)  Yon  believe,  then,  that  the  commnulty.  of -interest  idea 
purpose  of  eliminating  the  independent  tonnage?— A.  No;  I  think  that 


9-  (By 
la  for  the 


anthracite  roads  when  the  Pennsylvania  Coal  Company  took  up  the  new  coal 
road,  the  Delaware  Valley  and  Kings  ton,  along  the  line  of  the  Delaware  and  Hud- 
sou  Canal,  and  let  it  be  known  they  were  going  to  build  their  own  line  unless 
there  was  a  fair  reduction  in  anthracite  rates.  That  stimulated  the  purchase  of 
productive  coal  lands, 

Q.  Which  road  purchased  a  large  part  of  those  coal  lands? — A.  TheOntarioand 
Western  hongfat  unite  a  block  from  the  Lackawanna  Iron  and  Steel  Company, 
which  was  owned  by  tha  Lackawanna:  hut  that  was  a  case  where  the  tonnage  was 
not  really  independent,  because  it  was  owned  by  one  road  and  sold  to  another. 
The  Ontario  and  Western  also  bought  abont  6fX).0OO  more  tons  a  year  capacity 
this  winter.  That,  with  the  tonnage  of  the  Pennsylvania  Coal  Company,  makes 
up  about  the  6  per  cent  I  spoke  of  as  having  changed  hands  since  this  thing 
started. 

(j.  (By  Mr.  Eenkedt.)  Can  yon  tell  us  something  abont  the  purchase  of  the 
Pennsylvania  Coal  Company  by  the  Erie  Railroad,  first  by  the  commissioner  who 
acted  for  thera  and  then  by  the  Erie  Railroad?— A.  All  we  know  abont  It  is  that 
the  operation  was  very  (inickly  conducted.  It  was  known  that  negotiations  were 
taking  place  between  Mr.  Morgan  and  the  Pennsylvania  Coal  people,  and  it  was 
also  thorou^chly  understood  that  he  was  acting  for  the  Erie  in  the  matter.  Our 
nnderstanding  was  that  hi:  paid  the  eqnivalent  of  about  twentveight  or  twenty- 
nine  million  dollflra  for  that  property  to  the  Pennsylvania  Coal  Company,  acting 
for  the  Erie  road.  Hegotacommission— bowmnch  wedonotknow.bnt  theordi- 
oary  banker's  commission  in  such  matters.  I  think  the  commiesion  took  the  form, 
to  the  syndicate,  of  some  Erie  first  preferred  stock.  There  was  five  millionsof  first 
preferred  stock  issued  as  a  sort  of  bonus  in  connection  with  the  underwriting. 

S,  Did  he  pay  a  high  price  for  the  stock,  and  then  did  the  Brie  later  on  pay  a 
higher  price?— A.  I  think  that  Mr,  Morgan  got  a  commission  from  the  Erie. 
Q.  Was  not  the  purchase  in  the  first  place  by  him,  he  making  later  a  sale? — A. 
It  was  a  purchase  by  him  and  later  a  sale  to  the  Brie;  bnt  It  was  necessary  for  him 
to  follow  that  plan,  beoanse  be  had  to  act  quickly. 
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Q.  Was  thete  «  very  high  pric«  paid  for  Uia  PenneylTaoia  Coal  Company  prop- 
erty ot  waa  it  conoidered  a  moderate  one?— A.  Well,  bo  far  as  the  recorde  go,  at 
least  BO  far  as  I  know  the  lecords,  it  ie  the  highest  price  that  has  ever  been  paid 
tor  a  block  of  coal  land  within  the  history  of  the  bnelness. 

Q.  (By  Mr.  Ripley.)  You  mean  per  acre?— a,  I  mean  per  ton  of  ontpuL  That 
is  the  only  way  one  can  consider  it.  Of  course,  if  the  Pennsylviuiia  Coal  Com- 
pany has  a  targe  quantity  of  nndeveloped  land,  which  la  not  my  anderstanding, 
this  price  is  not  so  high;  but.  assuming  that  it  Is  a  fairly  well  developed  prop- 
erty, the  price  paid  in  comparison  with  what  Mr.  Gkiwan  paid  for  the  Reading 
coal  lands—that  price  broke  the  Readingat  the  time— isTery  high.  Yon  can  figure 
It  this  way;  Assnme  that  the  Pennsylvania  CualCompanv  cost  the  Erie  192,000,000 
and  Uiat  the  Peongylvania  Coal  Company's  lands  tamed  out  4J  per  cent  of  last 
Tear's  shipments  of  coal.  Now.  the  Banding^  turned  out  20.7  per  cent,  and  by 
makinK  Ml  equation  between  the  two  or  valuing  the  Reading  coal  lands  on  the 
PennsylTania  Coal  Company's  bnsis.  they  worked  out  at  something  between 
^125,00O,OU0  and  1 1. SO ,000,000.  At  the  time  of  the  last  reorganization  those  Read- 
.  ing  coal  lands  stood  on  the  books  at  {70,000,000,  which  represented  not  their 
original  coet.  bat  a  considerable  anm  ot  money  for  deficits  also  that  were  charged 
for  coet  of  land;  but  even  if  you  suppose  they  cost  $70,000,000  back  In  1870,  they 
stand  to-day  on  that  valuation  as  worth  |12o,000,000.  Now,  the  Beading  has  gone 
into  bsnkrnpt4:y  twioe  since  that  time— once  In  1B88  and  the  second  time  in  1^98. 

Q.  Was  that  bankruptcy  due  to  carrying  that  land  at  so  heavy  a  price?— A. 
Ondonbtedly. 

Q.  On  this  baaia  the  purchase  of  the  Pennsylvania  Coal  Company  wonld  entail 
an  exceedingly  heavy  burden  in  addition  to  the  present  debt  tnirden  of  the  Erie 
Railroad?— A,  I  think  it  will  cost  them  4  per  cent  on  t?<3, 000, 000— $1,280,000  a 
year  plus  whatever  dividends  they  declare  on  five  million  of  preferred  stock  that 
went  in. 

Q.  In  otherwords.howmnch,  sppro^ftmately,  on  each  ton  of  coal  that  that  Penn- 
svlvania  Coal  Company  puts  ont,  has  got  to  be  charged  up  to  interest  on  this  pur- 
cnase,  approximately?— A.  Approximately  00  cents;  50  to  60  cents  a  ton. 

Q.  Supposing  that  this  operation  involves  an  addition  of  60  oents  a  ton  on  each 
ton  ot  cca]  the  Pennsyivsnia  Coal  Companv  puts  out  at  the  present  price,  what 
eflect  will  that  have  on  the  price  of  coalproduced  in  the  entire  remaining  field? — 
A.  It  would  not  necessarily  nave  that  effect,  beianse  the  Pennsylvania  Coal  Com- 
pany need  to  pay  dividends  at  the  rate  of — 1  forget  the  rate,  but  it  is  a  very  large 
rats — and  likewise  piled  up  an  enormons  anrplos  which  was  divided  among  the 
stockholders  before  the  deal  was  made,  so  that  all  profits  of  the  Pennsylvania  Coal 
Company  will  necessarily  go  to  the  Erie,  whatever  profits  there  may  be  on  the 
ontpnt  of  coal. 

Q.  In  other  words,  this  60  cents  a  ton  will  not  be  put  on  the  price  ot  coal? — A. 
No;  but  it  will  come  ont  of  the  coal  company's  profits. 

Q.  Does  not  that  profit  concern  the  public?- A,  It  does  not  conc«m  the  pnblic 
as  much  as  it  does  the  Erie._ 

roads  in  the  anthracite  country? — A.  I  do  not  think  that  it  will  have  very  much 
effect  either  way. 

Q,  Yon  do  not?— A.  No;  becaose  experience  goes  to  show  that  it  is  very  easy  to 
haul  coal  prices  down,  but  very  liard  to  put  thsm  up.  If  it  had  not  been  for  Uiat 
strike  last  year  eoal  prices  to-day  wonld  have  saggM  a  little,  and  they  have  been 
nnabls  even  yet  to  put  the  prices  to  where  Mr.  McLeod  had  them.  My  nnder- 
standing  is  that  even  at  to-day's  high  prices,  following  the  resnile  of  last  year's 
strike,  the  price  la  not  as  high  as  Mr.  McLeod  succeeded  in  eetabli^ing. 

Q.  Is  the  price  nnreasonablv  high  at  this  time?— A.  I  could  not  answer  that 
question:  I  have  no  way  of  telling.  Bnt  here  is  a  point  bearing  on  that:  Not  one 
of  these  coal  roads,  with  the  exception  of  the  two  old  companies,  the  Delaware  and 
Hudson  and  the  Lackawanna,  is  doing  very  mnch  more  than  making  a  fair  divi- 
dend, and  some  of  them  are  not  doing  that  Now,  the  Jersey  Central  is  doing 
a  good  deal  belt«r  than  it  was  doing  3  or  4  years  ago.  but  a  great  deal  of  its 
improvement  has  come  frou  general  business.  The  same  is  trne  of  the  Reading. 
The  Reading  has  made  quite  an  Improvement,  and  if  yon  will  look  into  the  Rid- 
ing's fignree,  yon  will  lind  that  their  general  traffic,  merchandise  of  all  sorts,  is 
very  lurgely  responsible  for  the  amount,  not  the  coal  companies.  The  Lehigh 
Valley  and  the  Reading  Coal  Comnany,  and  ruch  coal  companies  as  are  reported 
■eparately  by  the  railroad  com  nan  ies.  all  show  deficits.  The  Lehigh  Yalley  Coal 
Company  showed  a  big  deficit  last  year.  The  Lake  Erie  and  Wilkesbarre  ^owed 
profits.     Th«  Jersey  Central  has  piled  up  an  enormons  debt.     Now,  you  oan 
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say,  if  yoo  will,  that  the  traneportatioa  companieB  Hiinplj  charge  eTerytbing  to 
transpOTtation,  and  that  the  coal  tompanit^s  moat  usually  ahow  a  dettcit:  bnt  the 
transportatioa  companieBHre  Dot  makingTery  extraordinary  profits.  Neither  the 
Reading  nor  the  Erie  nor  the  Lehigh  Valley  nor  the  Jersey  has  done  Tery  well. 

Q.  (by  Mr.  Riplby.  }  Do  yon  refer  to  the  absolnte  amount  of  profit  or  pr^iflts 
rdstiva  to  the  capitalization? — A.  I  mean  earnings;  1  mean  aoaolnte  flgorea. 
They  do  noi  osnally  ahow  very  largely.  Tb«y  have  not  dwie  nearly  ae  well  aa 
many  other  c^impaniea.  and  there  ia  a  distinct  prejudice  sfainst  these  seenritiea 
of  anthrarite  companies  on  the  ^oimd  that  the;  are  hanaicnpped  by  the  nature 
of  the  product.  It  is  a  very  hard  thing  to  control;  it  is  on  nnaatiatactory  thing  to 
have  to  do.  Antbrai/ite  ia  expensi-ve  to  mine,  expensive  to  handle,  and  the  own- 
ers have  never  been  able  to  control  themarbet  tosochaneztAntaatotnakereaaoD- 
able  profits  on  anything  but  a  very  low  oapilal.  The  reason  why  the  big  prohts 
were  shown  by  the  De  aware  nnd  Hndaon  and  the  Lackawanna  Coal  Company  is 
that  the  capital  was  low  at  the  sbiEt, 

Q.  Have  tJiese  oompiinieH  ever  been  reoKsnized  or  in  the  hands  of  a  receiver? — 
A.  I  do  not  think  the  Lackawanna  or  the  Delaware  and  Hudson  has  ever  hoati  in  . 
troable. 

Q.  In  other  words,  the  roads  which  are  kept  on  a  low  capitalisation  have  steered 
clear  of  reorganization  and  receiverships? — A.  Undoubtedly. 

Q.  Those  which  have  taken  the  opp08lt«  course  have  been  continuoualy  in  the 
hands  of  the  receivers?— A.  Well,  that  is  just  the  record. 

S.  {By  Mr.  Kennedy.)  Yon  believe,  then,  that  the  public  have  an  exaggerated 
sf  as  to  the  profits  that  go  to  the  coal  roads?— A.  Yes;  1  think  they  hare.  I 
would  sooner  go  into  the  bituminous  business,  where  coal  is  handled  at  a  and  2i 
mills  a  ton  a  mile,  thou  into  the  aathrocite  bosliiase  where  it  is  handled  at  9  miUa 
a  ton  a  mile. 

Q.  Why  should  there  l)e  such  a  difference  in  tbe  handling  of  it?— A.  I  can  only 
see  the  ontaide  of  it;  but  in  the  first  place,  as  1  understand  it.  most  of  this  anthra- 
cita  coal  bus  to  be  hauled  oat  over  the  mountaina— pretty  steep  grades  on  ttiose 
roads,  some  of  them  excessively  ste«p.  The  Beading  seems  to  be  best  aitnated  in 
that  respect.  Then  anthracite  coal  is  broken  and  ha.-<  to  be  screened  and  sorted. 
Von  can  not  mix  the  cars,  and  yon  can  not  handle  cats  of  Hnthracite  li^e  von  cui 
care  of  tbe  bituminous.  Even  at  tidewater  you  have jnot  to  be  careful  of  it.  and  I 
Bhonld  say  probably  there  is  a  jnatification  for  the  difference. 

Q.  Does  not  bituminous  go  in  cars  over  the  mountains?— A.  As  a  fteneral  thing 
bituminous  originatiseat  the  top  of  the  grades.  The  Chesapeake  and  Ohio  handles 
a  large  (joantity  of  soft  coal,  and  that  coal  originates  almost  on  top  of  the  erade, 
ao  that  it  you  started  tbe  oars  they  would  run  pretty  much  to  tidewater  withoat 
a  locomotive.  That  ia  true  in  a  general  way  of  i>of t  toal.  as  far  aa  I  know,  oa 
nearly  all  the  railroads  whit  h  carry  it  It  is  partly  true  also  of  the  Pocahontas 
coal  I  elds  and  of  the  Northwestern  fields  on  Oio  Norfolk  and  Western.  That  is 
not  true  of  anthracite.  I  apeak  now  simply  as  an  outside  observer.  I  have  no 
experience  at  all  in  tbese  matters. 

U.  Yon  would  not  believe  that  this  apparently  high  charge  per  ton  per  mile  of 
anuiracite  in  comparison  with  bituminous  ia  put  on  by  the  railroads  for  the  pnr- 
poae  of  tUminaiing  the  independent  coa]  dealers,  or  ban  that  rate  prevailed  all 
the  time? — A.  Oh,  no;  tbe  mdependent  operators  used  to  have  contracts  vrith  tha 
railroad.4  whereby  the  rate  of  transportation  tbey  paid  was  baaed  on  tide-water 
prices.     The  railroad  took  the  coal  and  sold  it. 

Q,  How  abont  the  man  who  was  independent  in  mining  and  shipping? — A.  He 
would  get  tbe  railroad  to  ship  what  he  l^and  would  deal  with  tberaltroadBaft«T 
this  fashion:  They  would  take  his  cool  to  market  and  sell  it  and  give  him  60  jifr 
cent  of  the  price  at  tide  water.  New  York.  Now.  there  was  nn  att«mpt  made  by 
the  operators  some  2  years  ago  or  Iti  months  ago  to  changethat  basis  to  S-i  and  :S.~), 
and  just  befoie  the  Pennsylvania  Coal  Company  was  bon^lit,  or  rather  when  the 
independent  road  pro.ject  seemed  to  be  about  materialiEing.  concessions  were 
made,  as  1  understand,  to  a  number  of  individnal  operators,  anil  the  railroads 
agreed  to  handle  business  on  the  tlS  and  35  per  cent  basis,  the  operator  getting  >iR 
per  cent  and  tbe  railroad  ^.i  per  cent.  Of  course  the  higher  the  tide-wat«r  price 
the  better  price  the  railroad  got. 

Q.  Then  the  independent  shipper  shipped  at  S5? — A.  Sixty-five.  He  paid  35  per 
cent  of  tide-water  price  for  his  transportation,  and  1  believe  that  to  be  the  ruling 

Q.  (By  Mr. C.  J,  Habrir.)  Theseanthracite  coalroadsconldnotbanl  theooalat 
thi'  sott-i'oal  price  and  make  anything,  could  they?— A.  Tbey  coQld  not,  because 
if  you  look  at  their  accounts  they  are  not  making  very  large  sums  anywhere. 

U.  It  woold  not  be  a  business  proposition,  in  other  words?— A.  No. 

Q.  (By  Mr.  R1P1.EY.)  I  would  like  to  ask  a  question.  Can  yon  make  any  state- 
ment respecting  the  temu  on  which  the  Jersey  Central  was  purchased  t^  Uie 
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In  what  way  doea  that  differ  from  the  operation  of 
pbla  and  Beading  and  the  New  Jereey  Central  were 
In  1893  Ht.  McLeod  leased  the  Jersey  Central  from  tiiQ  I'oad  on  a 
7  par  oant  dividend.  This  time  the  Reading  has  bonght  something  over  30  par 
cent,  or  else  exactly  50  per  cent  of  Jersey  Central  stock  at  $100  a  share,  and  it  naa 
cBeitA  A  per  e«nt  bonds  to  be  iBsned  in  payment  of  the  debt. 

Q.  b  tOBt  qnotation  of  160  blgh  as  compared  with  the  quotations  of  recent 
jmuif — A.  It  18  the  highest  price  for  which  Jersey  Central  has  sold,  bh  far  as  I 
kaowjsinoa  probably  1881. 

U.  The  btnids  will  be  floated  to  that  amount?— A.  Bonds  will  be  advertised 
te-om^ twenty- three  millions  of  collateral  trast  4  per  cent  bonds. 

Q.  WlU'the  effeot  be  to  ieane  a  large  propurtion  of  bonds,  conttitating  a  fixed 
charge?— A.  Tea;  the  road  nndertakee  a  fixed  charge  of  S920,000  a  year,  and  it 
reeeiree  Whataver  dividends  ara  received  on  Jersey  Central  stock,  on  the  amonnt 
It'iMlds,  whiob  U  abont  60  per  cent. 

Q.  Snpposa  a  period  of  depression  shonld  come  and  the  prloe  of  the  remainder 
of  that  Genbal  of  New  JsTsey  stock  ahonld  drop,  neverUieleas  this  being  fixed  in 
bands  vill  remain  a  constant  permanent  charge? — A.  Certainly. 

Q.  Qoodtlmesorbad?— A.  Certainly.  Tbefactia  that  the  Reading  bonght  half 
of  tbe  Jersey  Central  abick  at  the  higheat  price  for  which  it  had  sold  in  many 

Q.  Will  not  that  bnrden  the  leesee  with  a  very  heavy  fixed  charge  on  which  It 
haa  to  ewn  dividends  in  the  tatnre?— A.  Yea;  ^30,000  in  one  caseaud  tl.SSO.UOO 
in  aaoQier,  and  the  intereets  on  those  sums  mnst  be  forthcoming,  good  and  bad 
tinea, 

Q.  Will  that  have  any  effect  on  tlie  priceof  coal,  the  Reading  being  a  large  pro- 
dncer  of  anttiradte  coal .  indirectly  or  directly? — A.  In  bo  tar  aa  tbe  heading  Com- 
paajrattd  tbe  people  connected  with  tbe  Reading  Company  and  those  otber  big 
oompaoleeoangetabig  price  for  coal,  of  course  they  will  try  to  do  so.  Tbe  whole 
question  depends  on  the  ability  and  the  inlelligence  of  tbose  people  to  realize  bov 
tartheir  ability  can  go.  .  think  thry  mostly  realize  that  it  ia  not  jndicious  for 
Ibem  to  attMDpt  to  get  a  very  high  price  tor  coal.  What  they  need  is  a  steady 
markvt  at  wbat  they  consider  to  be  a  reasonable  price. 

(j.  Ton  have  stated  several  timea  that  certain  of  tbeee  roads  are  supposed  to  be  in 
oemmon  ownerahip.  la  there  anyway  of  bnowiugpublicly  which  roads  are  owned 
fnoommon? — A.  There  is  no  matter  of  record;  there  are  no  Ggnrca:  bntitistboi^ 
Otighlywellanderatood.     Forinstance.  Mr.  Morgan  repreaents  a  group  of  interest* 

.j.^1 indonbtediy  dominant  in  the  Reading,  Lehigh  Valley,  Jersey  Central, 

loa.  Erie  with  a)l  it-t  appendages,  and  it  is  believed  that  tbey  are  taking 
■tops  to  conWol  more  or  lei!  a  tbe  Delawareauil  Hudson.  But  aa  to  the  lust  named  it 
is  indefinitely  known.  It  is  believed  in  the  street  that  the  Delaware  and  Hudson  la 
bfltng  bronght  into  camp. 

4j.  Bnt  sn«h  information  as  to  the  others,  respecting  tbe  other  roads  is A. 

flntermptlng.  ]  A  matter  of  hearsay;  nnofHcial. 

Q.  Is  there  any  evidence  of  common  action  of  those  roads  to  a  certain  end,  any 
•vjoenoe  of  snbstantial  agrofment  on  price  to  tide  water,  or  anything  else  of  that 
A.  No:  eioept  that  they  all  sell  coal  at  abont  the  aame  price  and  make  their 
!«t  about  the  same  time. 
there  anything  new  in  that? — A.  Nothing  whatever;  it  has  been  going  o 


tSr&t 


the  last  five  or  six  years  there  baa  been  the  naual  harmony  <rf  price  that  exists  ia 
■lytrade.    1  think  that  is  the  extent  of  the  bnainess  here. 

Q.  Otm  yon  state  anything  with  respect  to  the  men  who  are  directors  at  the 
Mate  time  in  ■  great  number  of  these  companies  that  you  have  mentioned?  Are 
Vbatama  men  in  the  dlt«ot<»rate  of  a  great  number  of  theae  companlea?  You  need 
set  specify  actual  oamee.— A.  I  think  they  are.  I  think  that  Mr.  Morgan  has 
rmresentatlTeB  In  the  Reading  and  in  the  Lehigh  VuUey,  bnt  I  do  not  know 
nvether  beh^yet  in  the  Jersey.    He  has  in  the  Erie,  of  coarse. 

Q.  (By  Mr,  Ebnnbdy.}  You  said  just  notv  that  Mr.  Morgan  owned  a  dominant 
iBtarestinsomeof  these  roads.— A.  Mr.  Morgan  and  the  interests  allied  with  bim, 
the  Intenata  that  he  represents  and  acts  for;  quite  a  number  of  people  are 


(j.  CW  jon  say  what  interests  thoee  are?— A.  Mr.  Moi^jan  generally  has  the 
support  of  the  leading  financial  Intereste  in  tbe  strei-t  when  be  gets  started  in  an 
sfientlon.  In  Otis  instance  it  is  customary  to  talk  of  tbe  Morgan  interests,  mean- 
tag  just  that  line.  People  talk  about  the  Morgan  roads,  the  Vanderbilt  roads,  and 
HM-Oanld  roads.  The  Morgan  roads  are  the  Reading,  tbe  Lehigh  VaUey,  the 
Sonlhem  Railway;  those  are  distinctive  Morgan  roads. 
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Q.  It  ie  not  so  mnofa  Horzan  c&pital ?— A.  (lutemiptitig.)  That  I  csanot 

telL  Mr.  Morgan  has  verylarKQ  capital,  and  no  donbt  he  haa  a  lane  amount 
invested.  He  is  believed  to  have  tne  power  of  changing  the  boards;  In  other 
-words,  what  he  says  on  these  matt  era  "goes."  That  Is  about  the  Bitnation.  Jaat 
why  it  shotild  "go"  and  how  it  goes  we  can  only  conjecture. 

(J.  (Bv  Hr.  BiPLEY.)  la  there  aBy  such  iuflaence  In  the  directorate  of  the  New 
England  roads?— A.  Hr.  Morgan  is  snppoeed  to  be  stroDsly  Interested  in  the 
New  Haven,  but  the  New  Haven  haa  other  affiliations  which  would  prevent  its 
being  controlled  by  him  except  to  a  very  limited  extent.  I  do  not  know  of  any 
such  inflnence. 

Q.  Ton  have  heard  the  statement  that  in  18Q8  Hr.  UcLeod'e  downfall  was  doe 
to  the  policy  of  the  New  Haven  road  acting  through  Mr.  Morgan's  influence? — A. 
I  have  heard  that.    That  has  been  one  of  the  things  that  have  oeen  snggeeted. 

Q.  Does  it  appear  to  you  to  have  been  proven?— A.  Oh,  nothing  was  proven. 
There  is  a  genraal  impression  tbatit  was  an  incident  of  common  occurrence,  where 
one  interest  fights  another. 

Q.  Is  ther»,  in  your  opiuion,  any  attempt  of  these  anthracite-coal  roads  to  get 
oa  independrat  entry  into  New  England  over  their  own  lines  or  over  lines  coa- 
tooUed  tty  that  same  eyndioate? — A.  I  haven't  heard  of  any.  The  Pontchkeepsie 
bridge  route  takos  some  coal  now. 

(j.  (By  Mr.  Erknedy.  )  la  there  any  overcapitalization  of  tJie  coal  roads?— A. 
I  think  anybody  wonid  adroit  that  the  Reading  is  overcapitalized,  from  the  fact 
that  after  4  years  of  pretty  steady  demand  and  prosperity  the  common  stock  is 
wortJi  no  more  than  30  cents  on  the  dollar  in  the  markets.  1  think  anybody  would 
eay  that  the  Erie  is  overcapitaliied.  The  record  of  reorganisation  of  both  of  those 
rMda  was  very  fault; ;  they  were  left  with  heavy  burdens. 

Q.  Since  yon  tonch  on  it,  I  wonld  like  to  ask  if  yon  care  to  speak  generally  on 
the  overcapitalization  of  the  American  railroads.— A.  I  think,  as  a  general  ttung, 
onr  railroaoa  are  not  overcapitalized.  If  yon  take  the  railroada  together  they  are 
oapitallzed  for  abont  $61,000  a  mile,  stock  and  bonds— both  together. 

Q.  All  kinds  of  stock?— A.  All  kinds  of  stock  and  all  kinds  of  bonds,  which  ia 
abont  98,000  a  mile  mote  than  l.'i  years  ago;  and  one  reason  for  that  increase  in 
the  caplbUizatlon  haa  been  snch  reonranizations  ae  those  of  the  Bictimond  Termi- 
nal ana  the  Elrie  and  the  Reading.  Each  swelled  the  volume  of  junior  securities 
that  was  not  expected  to  get  any  dividend  to  an  absurd  extent.  Now,  take  the 
cose  of  the  Erie,  for  instance,  i  have  not  figured  up  inst  how  the  new  secnritiea 
of  the  Erie  compare  with  the  old,  bat  the  olil  Erie  bad  a  capitalization  of  about 
tTO,000,000,  common  stock,  if  I  remember  right.  Now  it  is  about  $.50,000,000,  pre- 
ferred, and  $118,000,000  of  common.  It  has  not  any  more  property  now  than  It 
had  then,  and  it  has  more  bonds.  In  other  words,  Uie  Elrle  rood  is  undoabtedly 
capitalized  for  a  good  deal  more  per  mile  to-day  than  it  was  30  years  ago. 

Q.  Is  not  the  Erie  a  more  valuable  property  to-day  than  20  yeara  ago,  from  the 
earning  standard? — A.  I  think  so,  because  the  conntr^  is  growing  np  to  the 
Erie.  Mr.  Hill  is  recognized,  I  gnees,  as  the  foremost  raitroaa  man  in  the  United 
States,  and  Mr.  Hill  has  told  bis  friends  that  be  thinks  the  conntry  has  grown  up 
to  the  Erie  road  now  and  that  it  can  make  some  money,  and  perhatw  pay  soma- 
thing  on  the  common  stock.  But.  you  know,  for  the  lost  5  years  Erie  stock  haa 
been  a  joke  in  the  street.  Everything  else  haa  gone  up,  and  people  have  taken  an 
interest  in  it.  It  was  onlv  when  Mr.  Hill  went  into  the  rood  that  anybody  paid 
any  attention  to  Erie  stock. 

Q.  <ByMr.  Ripley.)  What  hoe  been  the  movement  of  that  stock  einoe  that 
time? — A.  It  has  gone  np  from  about  15  to  30;  jnst  abont  donbled  in  price. 

Q.  (By  Mr.  Kennedy.)  la  not  some  of  this  increased  capitalization  of  the  Erie 
justified  on  account  of  the  value  at  the  property  from  on  earning  standpoint? — 
A.  There  was  no  necessity  for  it.  Theold  Erie  common  stocksoldin  18B3fora 
higher  price  than  what  the  Erie  common  is  gelling  for  now.  Eight  years  ago 
the  old  Erie  common  stock  sold  for  more  than  the  present  doea.  There  was  no 
necessity  to  Issue  great  masses  of  all  that  stuS.  It  is  a  wrong  principle.  What 
Mr.  Morgan  did  in  all  hie  reorganization  was  to  estimate  the  minimum  of  earning 
capacity  and  take  care  to  get  the  fixed  charges  down  to  Uiat,  but  when  he  cams 
to  charges  that  were  not  died,  or  to  securities  dependent  on  future  prospects,  peo- 
ple could  pretty  much  help  themselves. 

Q.  How  is  t  he  case  affected  by  this  overcapitalizatiou?— A.  It  is  not  affected;  it 
has  no  power  whatever  on  the  rates  or  earnings.  Capitalization  is  a  resultant 
of  forceH.  and  not  a  force  itself. 

Q.  Would  the  labor  part  of  a  transportation  line  be  affected  by  It? — A.  No.  A 
ruilroad  nowadays  starts  with  gross  earnings,  and  its  eamlug  capacity  varies 
strictly  with  its  groBi  earnings.    And  if  you  know  what  a  rooa's  g.  '  — 
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He  likely  to  ba,  yon  know  what  ita  c^dtoUzation  is  going  to  be.  Ko  matter  how  . 
yoa  start,  whetber  witb  the  coat  ot  the  road  or  promoters'  proflta  foor  titnea  mul- 
tiplied regardless  of  cost  of  the  road,  yoa  tnnet  come  sooner  or  later  to  where  yonr 
ca^taUxation  mtwt  meet  your  eamuig  capacity.  Bamfag  capacity  la  the  fioal 
teat  of  capltdiiatkm.  It  is  the  <mlj  thing  that  prevents  overcapitaliEation,  because 
all  the  otoer  factors  tend  to  make  it  swell.  It  is  the  natoral  teodeQcj  of  bankers 
to  promote.  It  is  their  boainaae.  As  earning  capacity  grows  the  tendency  is  tor 
capitalization  to  grow  with  it. 

Q.  Yon  think  paaaenger  rates  and  freight  ratee  are  In  no  wise  held  np  by  over- 
oapitalization?— A.  Hot  by  overcapitalization.  They  are  governed  by  conditionB 
into  which  capitalization  does  not  enter  at  all.    That  is  my  view. 

Q.  (By  Hr.  G.  J.  Harris.)  Where  there  was  a  dlspnM  in  regard  to  rates,  and  it 
was  taken  before  the  Interstate  Commerce  Commission,  then,  of  conrse,  the  capi- 
talization wonld  have  to  be  considered;  they  wonld  have  to  deduct,  as  yon  say, 
the  aotnal  capitalizatiou — that  is,  what  it  was  worth— not  what  paper  bonds  or 
stock  might  be  issned? — A.  I  should  not  consider  that  wonld  be  the  way  to  go 
abont  the  qnestion  at  all.  I  should  differ  entirely  with  the  Interstate  Commerce 
Commission.  I  do  not  think  the  original  coat  of  the  road  has  got  anything  what- 
ever to  eay  to  reasonable  rates. 

Q.  Bat  yon  woTild  have  to  take  into  consideration  the  actual  value  of  the  road 
some  way ,  would  von  not?— A.  Not  its  original  cost  There  is  only  one  way  to  do 
it — earning  capacity  and  a  reasonable  return  on  the  capital. 

Q.  (By  Mr.  Gonobb.)  Capital  invested  or  capital  stock?- A.  Why,  take  the 
wholevotameof  capital  invested,  I  ehould  say  that  If  a  railroad  were  to  pay  any- 
wherefromO  to  S  per  centon  all  the  stock  and  bonds,  DU  its  cost  of  road,  theitam 
of  cost  of  road  in  a  balance  sheet,  as  a  rule,  will  come  near  representing  the  stocks 
and  bonds  on  the  other  side,  except  where  a  railroad  has  investments  in  the  stock 
of  another  road.  But  you  will  find  the  coat  of  eqnipment  about  represents  the 
quantity  of  bonds  and  stocks  outstanding. 

Q.  Does  the  account  "  cost  of  road  "  ou  the  books  of  a  railroad  corporation  usu- 
ally indicate  the  sum  for  wtiich  that  road  could  be  reproduced?- A.  No;  the  coat 
,af  duplication  is  a  very  different  thiu^  from  the  original  coat.  Now,  the  strength 
of  the  Pennsylvania  Railroad  to-day  Ilea  in  the  fact  uat  it  Is  only  bonded  for  about 
|4T,D00  a  mite.  You  could  not  duplicate  the  Pennsylvania  Railroad  to-day  for 
twice  that  sum.  To  hold  the  Pennsylvania  Railroad  down  to  6  or  6  per  cent  on 
t47,00U  a  mile  is  to  limit  the  recompenaa  for  ability,  care,  and  economy. 

Q.  Is  It  not  a  fact  that  on  the  books  of  some  of  these  railroads  this  cost  of  road 
is  usually  mnch  more  than  the  cost  of  reproduction,  that  having  been  brought 
about  throngh  construction  companies,  or  aomethiug  of  that  sort':'— A.  The  coat- 
of-road  item  generally  contains  a  good  deal  of  matters  that  are  not  purely  oon- 
Btmction,  suL-h  as  discount  onbonds  and  analc^oos  items,  audit  may  happen  that 
those  are  unusually  large;  bat  it  will  not,  as  a  rule,  represent  a  great  deal  mt»e 
than  the  aotnal  sum  so  Spent  The  Atchison  road,  when  Mr.  Stephen  Little 
examined  it,  showed  the  composition  of  the  line,  and  it  did  have  a  great  deal  ir 

.L.  .. —  ^t  _. ._!  ..t  __  ...■ — ....^i__    liia  and  tiea  and  work  on  the  track. 

a  bonds  is  cost  of  the  road,  in  that 

Q  bonds  might  be  justifiable  in  the  coat  of  the  road, 
yon  wonld  have  to  agree  that  casee  have  been  known 
where  contracts  have  been  given  to  couatmction  companies,  those  conatructi<m 
companiea  being  In  fact  ofQcers  of  the  road,  for  pretty  fancy  figures. — A.  I  have 
heard  of  such  tmofca. 

Q.  Flftyperoent,OTlOO,more  than  the  roadie  built  for?— A.  I  think -if  yon  take 
the  coat  ot  equipment  of  the  roads  of  the  United  States,  if  yon  had  an  Interstate 
Commerce  report  <x  a  Poor's  Uaiinal,  and  take  that  item  for  all  the  railroads  of 
the  United  Htatea,  I  should  say  it  would  represent  within  probably  l(f  or  I'l  per 
cent  the  actual  coat  of  those  roads  as  charged  to  that  aoeount,  hnt  it  would  not 
be^n  to  represent  the  real  vaioe  of  those  roads. 

Q.  Yon  think  the  real  value  would  be  muoh  more? — A.  Because  the  railroads 
havebecomenatnrally  more  valuable  on  account  of  the  growth  of  population:  and, 
second,  because  large  amoants  of  money  have  been  diverted  and  gone  to  the 
Improvement  ot  the  roads  and  no  credit  tal:eTi  tor  it  in  the  permanent  accounts. 

Q.  Is  not  the  reverse  sometimes  trne.  that  the  charges  have  been  uiade  to  appear 
as  asseta-^coat  of  roadu— when  they  really  ought  to  have  gone  to  operating 
expenses? — A.  That  is  true  in  a  senee,  but  if  you  were  to  subtract  the  amount 
charged  against  Income  and  spent  for  betterment  of  the  property  yon  would  have 
a  trraNDdous  balance  on  the  other  side.  It  is  pretty  mnch  impcoslble  for  a  rail- 
road to  do  that  now  wlthont  its  being  incidentally  jnmped  upon. 
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-  Q.  Toa  Btsted  &  few  momenti  ago  that  700  take  iflsne  Kith  the  Intentate  Com- 
merce CommiBsion  sa  to  its  method  of  asoertaining  a  reaAonable  Fste.  Can  ym 
oatline  -nhat  yon  think  would  be  ft  proper  way?— A,  No;  I  think  just  enoa^  to 
diaagree  with  their  method.  I  do  not  see  iuit  metliod  to  determine  a  reasonable 
late;  only  I  do  not  think  the  original  coat  of  the  road  shoald  have  any  important 
bearing  in  the  matter  at  all.  There  are  jmt  two  tbings  that  seem  to  me  to  fat»r 
on  the  matter,  and  one  of  them  Is  the  cost  of  dnplioatton — laying  down  ahii^fllde 
of  that  railroad  another  railroad  similar,  with  terminals,  with  bnslnesa  provided 
for  it,  and  everything  else.  That  seems  to  me  to  be  the  more  important  thing. 
If  a  road  coat  t).^.<KIOa  mile  30  years  ago,  and  has  kept  its  capital  acooont  intact 
and  added  nothing  to  it,  and  to-day  ie  earning  St.OW  or  97,000  a  mile  groas,  aitd 
making  the  aqnivalent  net,  1  do  not  think  ite  constmction  aeconnts,  as  tiier  stand 
on  th«  books,  have  anjiihing  to  say  on  the  matter  at  ^1.  Otberwlee  yon  prohibit 
all  growth.  I  do  not  agree  with  the  Interstate  Conimeroe  Commlasion^aii.  I 
dionld  be  very  sorry  to  have  to  get  np  and  presoribe  oae,  bnti  disagree  with  thair 
method. 

a.  (By  Hr.  BlPUT.}  Is  not  a  imrgo  amonnt  of  this  increase  in  the  valne  of 
road  nropertv  due  to  the  rise  of  valne  of  land  itself— that  ie,  to  the  incroaae 
in  the  vaJne  of  the  right  of  way?^A.  Well,  I  shoald  say  that  the  increased  valne 
of  the  land  ie  largely  the  reanit  of  the  presence  of  Hie  railroad  and  the  growth  of 
the  popnlation. 

S,  The  railroad  was  there  SO  years  ago,  and  the  popnlation.  was  it  not?— A.  The 
road  has  preceded  the  popnlation  in  ageneral  sense.    In  all  parts  of  the  United 
Statee  the  railroad  has  gone  first  and  the  popnlation  have  followed. 


V  indnstrial  combinations? — A.  There  is  no  standard  by  which  one  can 
compare  the  two;  bnt  I  do  not  hesitate  for  a  moment  to  say  that,  comparing  tha 
average  of  all  railroads  of  the  United  States  with  each  companiee  as  Faoeral 
Steel  and  Steel  and  Wire  and  these  other  big  concerns,  that  the  railroads  are  cap- 
italized in  an  oltra- conservative  manner,  or,  if  yon  wonld  like  to  pat  it  aronnd, 
yon  conld  say  the  others  are  capitalised  np  to  the  limit  that  the  people  that  are 
expected  to  buy  the  stocks  will  take.  Yon  know  there  have  been  cases  where  the  , 
capitalization  of  some  railroads  has  been  absnrdly  low.  and  there  has  been  a  tend- 
ency in  all  soch  oasiJB  for  these  railroads  to  be  reorganized  in  jnst  a  oontrary 
fashion  to  that  in  which  a  railroad  is  reorganizvd  when  it  is  bankrupt.  The  Chi- 
oago  and  Alton  is  an  excellent  case.  It  was  a  peculiar  propoeition.  For  the  mat- 
ter of  abont  IS  or  lU  years  it  stopped  still:  wonid  not  bnilu  anywhere:  j rut  simply 
stood  still  and  ran  its  road.  Mr.  lilaoksione.  who  was '{nite  an  elderly  man,  waa 
in  control— almost  held  control  himseir;  with  two  or  three  others  he  held  control 
of  the  road.  It  stood  still  and  paid  bigdlvidendeof  7  or  Sper  cent  onitHoommMi 
stock  right  along,  Hr.  Blackstone  becaMie  sick,  and  some  of  the  directors  oon- 
clnded  to  sell  the  road.  At  the  time  they  were  selling  it  they  had  an  aaming 
capacity  of  abont.  if  I  remember  right,  t2,SOO,0U0  a  year.  That  was  the  nebeam- 
ing  oapaciiyof  tjie  Alton  road.  It  was  a  machine  that  was  taming  ont  that 
mochin  net  earnings,  and  it  was  then  oapitaliKed.  If  I  remember  rlgbt,  foraboot 
$24,000,000.  Iwillgiveyon  the  figures  exactly  [reading  frombcxA].  Hieroad 
had  twenty-two  muliona  par  valne  of  stock,  of  which  some  was  c<munon  and 
some  pr«feiT«d;  and  it  bad  abont  eight  millions  of  bonds  aa  wall;  oallltthirt7 
millions  altogether,  and  1  think  it  earned  snbstantially  $2,1100,000  a  year  withre*- 
ROnable  certainty  all  the  time.  The  earnings  were  vary  iteady.  ^ley  ^dnt 
grow,  and  tb^  (Udn't  fall  off.  Now,  the  bonds  on  the  road  and  rMitals—tba com- 
pany had  leased  some  lines— absorbed  a  matter  of  $1,100,000.  which  Isftanbatan- 
lially  tl.SUO,000  for  the  stocks.  Now,  when  Blackstone  was  sick  thasa  stocks 
were  offered.  The  Alton  road  wan  in  the  market.  Nobody  that  had  the  money 
wonld  bny  it.  It  was  offered  first  to  a  big  railroad  man,  wboee  name  ianotnec- 
eaaary  to  mention,  beoanse  he  didn't  bny  it.  Then  Mr.  Stilwell,  of  the  Pittobnrg 
and  Onlf  road,  tried  to  form  a  syndicate  to  bny  it,  and  for  some  two  or  three 
weeks  talked  about  it:  bnt  he  conld  not  do  it—was  not  big  enough— and  finally 
Mr.  Harrimaii  honght  it,  and  Mr.  Harriman  agreed  to  pav  S1T.5  a  share  for  the 
common  stock,  and  $20u  a  share  for  the  preferred  stock  of  tne  old  road,  rtntresoDt- 
ing  u  cost  to  him  of  $40,000,000  fertile  $23,000,000  of  stock.  He  bought  tbaeam- 
Ing  capacity  of  the  Alton  road  over  its  bonded  debt  of  ijl  ,800,000.  Hr.  Harriman 
ttien  added  a  matter  of  abont  4|  to  G  per  cent  of  earning  capacity  on  the  cost  price 
to  him  of  the  Alton  road.  He  knew  that  a  first  charge  on  that  aaming  capacity 
conld  be  floated  at  ^1  per  cent,  or  even  lees.  In  other  words,  he  knew  he  oonld 
get  his  cost  price  and  leave  himself  thb  rest  for  his  profits.  Well,  sir,  the  Alton 
road,  afler  having  had  a  oapltaliiatiou  of  eight  millions  of  bonds  and  twenty-two 
millions  of  stock,  now  has  a  capitaUzation  of  $04,000,000  of  bonds  and  940,000,000 
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of  Stock,  in  all  194,000,000;  and  fixed  cfaargoa  os  tboae  bonds  and  the  dlridmda  on 
that  prafsned  stook  jntt  absorbed  ^e  ^&00.000  earning  oapaoily  of  tbe  Alton 

Q,  la  tt  Uke  Hame  road  in  mileage? — A.  NataltofrMher;  becauie  tlwy  bavebonght 
a  small  piece  of  road,  aboat  00  mllw  long,  tiiat  tbey  didn't  bftve  before;  bnt  it  is 
snbetantiBlIjr  tbe  aama  Instead  of  being  abont  S4T  milee  it  is  abont  900.  There 
Is  a  case  wbere  yon  see  tiie  bonded  debt  has  been  swollen  nearly  seren  timea  and 
tbe  stook  capitsJization  has  been  doubled,  and  yet  tbe  road  did  not  have  to  ean  a 
dollar  more  than  what  it  need  to  oam  before,  and  everybody  is  ahead. 

Q.  (By  Mr. '    "   '"  " *-  "--    "" '- 

of  the  road  ha; 
latae  or  not. 

Q.  Referriiw  to  a  qneetion  br  tbe  ohairman.  do  you  asanme  for  a  moment  that 
that  road  was  entitled  to  earn  by  the  rate  on  fr«igttt  a  tetnm  on  ni  a  sty-«dd<  mil- 
lions of  c^tal?— A.  Certainly  not 

I,'.  What  basis  is  it  entitled  to  a  rate  npon?— A.  It  is  soUtled  to  ean  ft  fair  rate 
on  I  he  cost  of  laying  down  another  Chicago  and  Alton  road  aloagside  of  it  to-day. 

(^.  Which  would  be  how  much,  &o  far  aa  yon  can  jadge?— A.  1  oonld  not  tul 
what  it  would  cost  to  dtitilicst«  the  t«nninaf:  bnt,  in  «  eeneral  way,  if  yon  will 
allow  free  trade  in  tbe  bnllding  of  rallroada.  and  e«f)«oiaaly  If  tiiare  la  any  posoi- 
bllity  ot  aecnring  condemuHtion  of  prop*rtjrfortermmalB,  arallzoad's  i-atewill  be 
k«pt  down  to  snoh  a  point  as  for  it  to  bo  jost  nnprofitablo  to  pnt  down  aactbor 

Q.  Tlie  result  of  this  experiment  is  that  youhavoaTsst  smonntof  seonritteafe 
a  Tory  low  qnotationi' — A.  No;  the  quotation  has  gon«  up,  teo.  Tbe  present 
qnotation  for  Chicago  and  Alton  3  per  cent  bonds  is  about  S2,  and  there  was  thirty- 
two  millions  of  them;  call  it  00,  and  70a  get  9^8,800,000.  If  you  tabs  tbs  tweo^< 
two  milUons  of  3i  per  cent  bonds  at,  say.  85—^ — 

(4,  (ByHr.  Conqxs.  interrnpting.)  Second- mortgacs  bonds?— A.  Well,  that  is 
wbattbeyamount  to.  but  tbey  ore  notso  called.  Yoa  Bee. them  are  two  oompa- 
nies,  tbe  Chicago  and  Alton  Uallroad  Company  and  tbe  Cblcagoand  Alton  Rail- 
way Company,  which  owns  the  stock  of  the  old  cacnpaay  and  Ium  isansd  its  own 
stock.  The  preferred  Mtock,  940,000.000.  la  worth975  ashwe— thatls.tliO.OOO.OOO. 
The  commoDBtockisBelliDKfarSM-tbatta,  916.000,000.  Tbare  you  haves  market 
Talnation  of  $70,000,000.  The  Alton  road  is  valued  in  tbe  market  at  $70,000,000. 
The  mHrnet  valne  wns  not  to  exceed  94&.000,O00  when  Ur.  Harrlman  got  it, 

Q.  (By  Mt.Ebnnedy.)  Whatwere  tbebondsthen?— A.  Tbe  capital  stook  was 
93S,U0O,UO0,  partly  common  and  partly  preforrad,  and  the  bended  debt  $8,000,000. 

Q.  That  is  about  93U,000.O00?~A.  Yes:  inpar  value,  which  was  valued  atsome- 
thing  better  than  94fi,0O0.O00.  Tbe  c^tftl  stock  and  bonds  now  amount  to 
904,000,000. 

(4.  Have  yon  a  well-defined  idea  abont  what  it  would  eoet  toi  dntdioate  that 
road?~A.  1  argue  from  the  fact  that  there  is  [dsnt^  of  money  available  for  BE»h 
enterprisfs  that  there  is  not  a  good  deal  of  money 'uduDlicating;  inotherwords, 
another  road  could  sot  oomein  tbereaoddo  very  much  oettertnanUioaeia  exist- 
moe.  There  was  a  project  some  three  years  ago  to  build  a  new  line  IromChioago 
to  St.  Louis.  There  are  three  Unsa  now.  U  I  remember  right — that  le,  the  Alttu, 
the  Wabash,  and  the  Illinois  Central.  There  was  a  project  to  take  ft  short  Use 
called  the  St.  Lotus  and  Northern  and  extend  it  into  Chioago.  That  project  waa 
backed  by  some  bankers  here,  and  it  was  killed  beeaaae  the  other  roads  did  nat 
want  another  Chicago  line:  there  was  no  need  for  it  now.  They  simply  bought 
it  up.  and  the  Alton  now  owns  that.  If  there  was  a  great  deal  of  naoty  in  pat- 
ting down  another  line  between  Chicago  and  St.  Lotw  to4ay  I  staonld  think  that 
is  a  very  easy  way  to  make  money. 

Q.  Y^oa  argue  that  the  valne  of  it  is  not  what  a  line  coats,  bat  wbatit  oosta  to 
dnplicate  it?— A.  To  duplicate  it:  yes. 

Q.  It  cost  not  to  exceed  930,000.000  to  la;  it  down  in  the  first  place?— A.  Yes. 

Q.  I  wonld  like  to  get  an  idea  what  it  wontd  cost  to  dnplioate  it— A.  1  am  not 
competent  to  pass  on  that.  All  I  know  is,  it  wonld  cost  a  great  deal  more  than  tbe 
oorigkial  line  cost. 

Q.  (By  Mr.  Conqkb.  )  The  000  miles  of  track  could  be  duplicated  for  much  leM 
than  970.000,000  at  tbe  present  value?— A.  That  is,  not  the  Alton  road.  The  Alton 
road  has  more  mileage  tban  yon  indicate.  What  is  more,  it  vr  ill  take  ten  yeaxs  to 
finish  that  rood.  After  you  get  the  whole  road  laid  it  is  note  flniahedroad  then. 
Yon  have  to  keep  on  spending  money  on  ttte  road  for  many  years. 

(j.  On  that  theory  a  railroad  is  never  finished,  is  it,  in  point  of  fact?— A.  New; 
because  when  you  get  it  done  yon  have  got  to  throw  it  away  and  get  another  one, 

<j.  Is  it  not  probably  a  fact  that  the  value  of  tiilB  road—that  is,  a  large  porttcn 
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J  of  it— ia  ia  the  terminal  fKllitiea?— A.  Yob.  Yon 
^    ..     .  leUa  higher  relatively  than  a  Ugb-prioedatock  will. 

Q.  There  is  a  percentage  of  advance? — A.  A  big  percentage.  In  other  words, 
if  yoQ  have  6  per  cent  income  to  give  kway  on  a  etocK,  yon  can  sell  yonr  stoclu  t<a 
a  great  deal  more  money  by  malibig  a  4  per  cent  atook  and  a  2  per  c«nt  stock  tliam 
by  making  a  6  per  cent  stock,  becanse  tiiere  ia  always  what  the  people  call 
"prospects." 

Q.  I  recognize  that  principle  very  well;  bnt  I  think  the  Standard  Oil  and  the 
Calnmet  and  Hecla  ana  several  otberstockB  that  might  bementloiied  are  anfflcient 
evidence  of  the  Tacl  tbat  atook  may  be  sold  at  a  preminm?— A.  Certainly;  hut 
here  is  a  case  where  the  etock  has  been  iRsued  to  about  as  mnch  as  the  market  will 
take.    Itis  acBse  of  mabing  a  profit;  thatiaall. 

O.  ( By  Mr,  Riplby.  )  In  view  of  its  being  nndercai>itaUsed?— A.  In  view 
of  Dnying  a  good  thing  at  a  reasonable  price.  Ur.  Harriman  bought  the  Alton 
rood  at  a  5  per  cent  baBia,  and  he  knew  very  wall  that  on  the  preeent  basis  at 
Interest  accoant  there  was  a  rery  large  pi'oht  in  it. 

Q.  Has  there  been  any  complaint  that  that  profit  was  not  widely  distribnted 
between  those  who  snbeorlbed  to  the  enterprise?— A.  1  believe  the  ^dicate  mode 
a  profit  of  abont  16  or  IS  per  cent.  I  do  not  know,  but  I  think  it  aid.  I  was  not 
in  the  syndicate,  bnt  I  think  there  were  other  profits  that  the  syndicate  did  not 
get,  lliey  got  all  they  contracted  for,  but  the  mere  fact  tbat  there  were  other 
profits,  I  suppose,  made  l^m  feel  perhaps  tiiat  tiiey  would  like  to  have  had  them. 

Q.  Has  there  been  any  account  of  auob  profits?- A.  It  1b  not  nsnal  in  sach  cases 
to  make  uiy  profit. 

Q,  le  the  duBcnlty  due  in  ^y  way  to  the  fact  that  the  finances  are  not  regulated 
by  Uie  State  govemments?  Wonld  it  be  competent  for  any  State  government  to 
regulate  the  finances  of  a  road?  Could  a  State  regulate  the  financial  operation  of 
an  interstate  road?— A.  In  what  way? 

Q.  By  controlling  the  amount  of  issues,  or  giving  assent  to  leasee,  or  in  any  way 
exercising  jurisdiction  over  them,.  In  other  words,  could  a  State  prevent  andne 
overcapitalization  of  this  roady— A.  I  do  not  know  that  this  capitalization  of  the 
Alton  road  is  going  to  have  any  special  eSect  on  the  public  generally^upon  none 
except  those  people  who  buy  the  stock. 

Q.  It  is  unfoTtnnate  to  the  holder  of  the  security?- A.  I  think  the  man  who 
bnys  Qiioago  and  Alton  stock  at  40  is  going  to  get  left. 

Q.  Ought  not  the  State  to  protect  the  investor? — A.  It  can  not  do  it;  he  refuses 
to  be' protected.  The  only  way  you  can  protect  him  is  to  make  it  a  peual  offense 
to  gamble  on  Wall  street.  He  wants  to  gamble.  He  tbioks  he  ia  the  man  who  is 
gougto  get  the  money,  and  that  the  other  fellow  will  get  left. 

3.  Yon  would  not  Mvocate  any  Federal  legislation  to  control  or  supervise  fiuan- 
operatioDB  of  this  1dnd?~-A.  It  would  be  impractioable.  I  do  not  think  it 
woula  be  wise  to  attempt  it 

Q.  You  are  aware  of  the  policy  of  Massocbuaetts? — A.  Yes;  it  is  somewhat  simi- 
lar to  the  English  policy. 

Q.  Will  you  state  your  opinion  respecting  that  policy?— A-  I  think  the  English 
system  and  the  MaseachcseCts  system  both  are  good,  very  good,  but  they  tend  to 
protect  the  railroads.  Their  effect  is  not  to  protect  the  public,  bat  to  protect  the 
railroads,  because  It  is  practically  Impossible  to  get  a  competing  road.  All  yoo 
have  to  do  in  England  to  show  that  the  road  should  not  bA  bnilt  is  to  show  that  it 
would  injure  the  interests  of  the  road  already  there. 

Q.  Is  not  that  for  the  benefit  of  the  community,  if  there  is  a  snfBcient  number  of 
roooa  built  to  accommodat«  the  people? — A.  I  think  so;  I  am  entirely  of  tbat  opin- 
ion. Bnt  that  is  not  the  opinion  of  tfaesbipper;  thatis  not  the  opinion  of  tiie  Inter- 
state Commerce  Commission. 

Q.  Is  it  not  the  opipion  of  the  raUroad  commlsdonov  of  the  State  of  New  York? 
Have  they  not  lately  refused  to  grant  new  charters?— A.  Yes.  I  think  it  is  very 
wise. 

<j.  Has  not  that  policy  been  commended,  as  a  whole?— A.  I  think  so.  It  is  a 
good  policy. 

Q.  If  it  IB  a  good  policy  for  New  York  State  and  Massacbosetts  and  in  England, 
why  should  it  not  be  a  good  pcdicy  for  the  United  States,  making  allowance  for 
the  need  of  roads  in  certein  parts  of  the  country,  namely,  the  West?- A.  The 
peculiar  thing  about  the  United  States  has  been  that  it  has  been  run  on  the  theory 
of  protection,  whereas  England  has  been  ran  on  the  theory  of  free  trade;  but  in 
England  the  railronds  have  been  protected,  while  in  the  United  States  the  railroad 
Industry  has  not  merely  not  been  protected,  bnt  it  has  t»en  very  seriously  harassed. 
The  result  of  it  has  been  that,  so  far  as  the  production  of  cheap  and  good  teans- 
portatton  is  concerned,  the  United  States  leads  the  woild.    In  Engtaad  they  are 
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alongside  of  another  road. 

Q.  (B7  Mr.  Kennedy.)  How  does  the  cuiltaliBation  per  mile  of  Engliefa  roada 
compare  with  tbecapitalizatton  of  the  Amencaii  roads  and  thorn  of  otbei  EiiTope«a 
coautries  where  the  government  has  more  control  over  them  than  in  tbie  conn- 
trr?— A.  The  capitalization  of  the  roads  in  Great  Britaia,  if  I  remember  right,  is 
Bouicwhere  between  9220,000  and  9-240.000  a  mile,  and  onrB  is  about  S6I,000. 
Their  roada  are  ca|)itallzed  for  abont  foar  timae  as  mnch  per  mite  hs  onrs  are.  I 
do  not  know  (urrthing  about  thn  capitalizatiDn  of  French  and  Qerman  railways, 
beca.  m  it  is  difflcnlt  to  get  figures. 

(j.  Can  yon  give  the  reason  for  that? — A.  When  the  British  railroads  were  com- 
pleted, along  in  1840  and  1850,  the  land  in  England  waa  worth  a  good  deal  more  than 
here,  far  one  thing,  and  then  7011  must  remember  in  thecapitalaoconnt  of  English 
raUwaTs  is  still  included  everyatom  to  every  man,  and  ever^hing connected  with 
the  early  operations  of  the  roaids  when  they  started  to  bnild  the  roods,  and  the 
English  roads  havealways  capitalized  eTeiyuiing  that  could  possibly  be  capitalized 
since  that  time,  and  are  stiU  doinK  it. 

O.  ir  the  road  was  laid  with  iron  rails  at  the  b^inning,  and  now  with  steel 
nils,  is  that  oldacconntconsideredinthecapitallzatlonj' — A.  All  the  iron  is  there, 
and  each  additional  cost  as  would  be  involved  in  pntdng  down  steel.  If  th^y  pat 
a  switch  box  that  Wi.s  not  there  before,  it  goes  to  capital.  I  asked  some  English 
railway  managers  what  their  theorywason  that  point,  and  one  of  them  made  this 
statement:  Wnaterer  eom  of  money  is  necessary  10  make  the  railroad  in  perfect 
condition  to-day,  no  matter  what  It  was  before,  it  la  capital  acconnt;  the  result 
being,  of  late  Tears,  the  rat«  of  retnm  of  English  railway  stocks  has  been  falling 
qnlte  materiaUy.  The  English  railway  has  got  to  a  point  now  where  they  have 
got  to  stop  swelling  the  acconnt  any  mdre  and  try  to  unprovn  their  operadons. 

Q.  Do  yon  hnow  anything  abont  dividends  that  are  paid  npon  the  stock  of 
English  railroads?— A.  Yes;  thebestEnglishrollroadBpaydiridendsrangingfrom 
abont  S  per  cent  to  7|  per  cent. 

Q.  On  stock  representing  that  large  capitalization?— A.  Yes. 

Q.  ( By  Mr.  CONOEB. )  Usnallybonded.are  theynot?— A.  They  have  debentnree, 
bnt  those  are  very  small.  Yon  may  take  it  that  their  capital  stock  is  abont  tiis 
largest  item.  I  think  their  debentures  and  forms  of  bonaed  debt  do  not  amount 
to  more  than  abont  SO  per  cent  of  the  whole. 

"    'By  Mr.  RiPLBY.)  Will  yon  state  yo 
jhnsetts  of  holding  capitalization  str 
rood?    Are  yon  aware  that  that  is  the  policy?— A.  Yes. 

Q.  Have  yon  any  opinion  respecting  its  applicability  to  the  leet  of  the  conntry, 
or  what  the  effect  would  be  if  tried  by  the  States,  conforming  to  that  policy,  or  vy 
the  United  States  Government  enforcing  it?— A.  1  thinkitwonldbe  a  good  thing. 
I  do  not  eee  any  very  great  objection  to  it.  There  mlgbt  not  be  so  mnch  in  the 
way  of  commiaeion  for  bankers,  bnt  i  t  wonid  certainly  tend  to  make  the  value  of 
stocks  more  stable. 

Q.  Asanezampleyonmentlonedsome  time  ago  the  Kansas  City.  Httsbnrg  and 
_  Dif  Railroad.  Will  yonstateif  that  is  a  typical  ezampleinthetinanoingof  rail- 
roads?- A.  Yes;  the  Pittsburg  and  Unlf  road  was  started  by  Mr.  StUlwell,  a  maa 
of  very  ean^nine  dispoaition  and  great  energv,  and  be  conceived  the  idea  of  bnild- 
ing  a  line  direct  from  Eanaas  City  to  I  he  Gnlf  of  Mexico  and  establishing  a  deep- 
water  port  on  Sabine  Lake,  which  he  proposed  to  dredge,  and  he  propos^  to  pnt 
a  ship  canal  from  Sabine  Pass  np  to  the  lake.  The  reason  be  took  Sabine  Pmb 
was  because  the  land  there  was  pretty  mnch  owned  by  the  people  interested  in  the 
road.  At  a  place  tailed  Port  Arthur  it  haq  a  dtpth  of  6^  feet,  with  nothing  bnt 
mnd  t)elow.  He  started  in  to  dredge  the  ship  canal  for  11  miles  and  dredged  rai 
this  lake.  He  was  able,  by  dint  of  hard  work,  to  raise  money  for  the  com^etion  of 
the  road,  mainly  in  Amsterdam,  and  the  way  he  financed  it  waa  this;  He  had  a 
mortgage  which  permitted  him  to  issue  bonds  at  the  rate  of  $2G,000  a  mile  for  the 
road,  lor  the  mam  track,  and  also  for  yard  tracks  and  terminal  tracks.  If  yon 
remember  that  point  yon  will  see  whore  it  comes  in  presently.  All  these  bonds 
be  sold  at  whatever  he  oould  get  for  them,  generally  65  or  70  cents  on  the  dollar, 
and  hethrewin  common  stock  for  a  like  amount  as  a  bonus,  and  these  bonds  were 
dealt  in  here  for,  well,  somewhere  aronnd  60  or  70,  and  common  stock  hnng 
around  abont  10  cents  on  the  dollar.  Anyway,  the  people  who  took  the  bonds, 
many  of  them,  were  able  to  get  ont,  because  the  bonds  had  a  value;  bnt  it  was 
obvlooB  at  the  start  that  the  property  could  not  carry  tbig  rate.  They  got  cut.  I 
think,  twenty-one  millions  of  bonds  before  tbey  finally  went  into  bankruptcy. 
Theii  mortgage  was  peculiar  in  this  respect,  tbatjt  allowed  them  to  issue  185,000 
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«  mile,  not  lavnl  j  tot  nudn-track  mileage,  but  if  they  chose  to  lay  &vo  or  six  traeki 
idangsi da  their  main  track  and  coll  it  a  yard  they  got  S2S.0(X)  a  mile  of  bonds  for 
every  mile  of  that  track.  And  tbey  did  Duild  BO  or  100  niilM  of  ench  yard  track, 
and  they  isnied  (03,000  a  mile  in  bonda  on  that  yard  track.  All  they  had  to  do 
-wtoen  they  wanted  a  million  or  two  was  to  bnild  yard  tracks  And  pnt  oat  bonds, 
irtiic^tbey  did.  Tfae  road  went  into  bankruptcy,  and  isnowtlie  KanBaaCity  and 
SoBtbem,  with  Sied  charges  cat  down  and  reorganized,  and  it  has  a  pretty  fail 
sbow. 

Q.  (By  Mr.  Biplev.j  There  Is  no  body  wbicb  has  anperrision  over  an  inter- 
■tntaroadof  tbat  kind  to  exHmlneit  in  advance  of  its  charter  and  exercise  control 
eiiber  over  the  proepectos  or  over  the  affair  in  any  other  way?— A.  Ab  far  as  I 
hofiw,  none. 

Q,  Wanld  it  not  be  u  adTatttage  if  intantate  roada  conld  be  nnder  control  in 
Ifaal  way?— A.  VerygTeat.  TbelnterBtats  Commerc«Coinin{Hdon  has  been  oper- 
ated abqily  and  BOlaly  from  the  other  side.  It  fatis  looked  to  the  Interest  of  the 
dUpfiar  right  along,  imd  has  reotxicted  and  restrained  the  railroad— has  not  pro- 
tected itat  all. 

Q.  The  point  I  was  getting  at  ia  this:  WheOier  in  yonr  jadgment  it  wonld  con- 
dnoa  at  all  to  tba  seenEity  of  th«  Inveator  and  to  the  prerendon  of  costly  compe- 
tttion  of  pasalleUng  of  roads  tat  specnIatiTe  purposes  i(  the  Interstate  Commerce 
Connnliaion  were  tobw-B an  ext«nsioti  of  its  powers  corrwpouding  tosnchBamr- 
vMoa  aa  is  the  caav  in  some  States  in  tbeae  mattersV— A.  I  thiuk  the  Mawachn- 
■■tts  lailnMd  law  thonld  be  enacted  in  a  general  sense,  or  woren  into  the  Inter- 
state Comnterce  CoBnaiHion  law.  The  InterBtat«  Commerce  Commiwlon  law  is 
tiM<m»«ided  as  it  is. 

Q.  Pnrely  in  tlie  interests  of  the  pnblic? — A.  Porely  in  the  interests  of  the 

^.  Wittaoot  say  regard  to  the  inreetc^ — A.  Tee;  the  investor  as  the  owner  of 
a  raHtnad.    Carttdnly.  I  think  that  wonld  be  »  v«ry  good  thing. 

Q.  (By  Hr.  Ezhkbdy.)  What,  in  yonr  opinion,  has  been  the  inflaence  that  has 
been  most  potent  in  bringing  abont  the  consolidationa  of  railroads  which  are  going 
on  at  snch  a  scale  in  the  conntry  now?— A.  Eeally,  it  was  the  logical  outcome. 
Ifts-^toTeDCBt'goes  back  to  the  enactment  of  tbe  interstate-commerce  In  w.  W  hen 
tbatlnw  was  passed  the  railroads  fonnd  themselves  without  what  they  conceived 
to  be  tbedroaly  sonroe  of  ntrength,  namely,  pooling.  As  a  matter  of  fact,  it  was 
not,  bnt  they  thonght  it  was,  and,  as  yon  know,  one  by  one  the  ground  was 
knoobsd  fram  -nndemeath  on  the  various  other  forms  of  organizations,  in  place  of 
poottng,  and  when  tliB  Trmfi-Missonri  AsHOdation's  decision  came  the  last  xtraw 
was  gone,  and  Hr.  C.  P.  Huntington- 'who  is  generally  anderatood  to  be  the 
InveoMr  or  tfae  ca^uallicer  of  tt>»  oommimity-of -ownership  principle— aaid  the 
obIt  way  for  Uie  milroads  to  protect  themselves  at  all  and  keep  thmj^in  order 
■an  pievant  disorimination  in  rates  was  for  the  men  who  owned  them  to  run 
ttaeia;  in  otbo-  words,  for  the  directors  to  direct.  Now,  it  has  always  been  the 
ease  that  a  few  groups  of  bankers — very  few  of  them,  probably  seven  or  eight— 
really  were  in  position  to  control  76  per  cent  of  tbe  important  railroud  mileage  of 
the  Unitad  States.  Yon  can  count  up  now  a  Hat  of  probably  six  or  seven  men  or 
lutenats  that  control  190.0SO  miles  of  the  most  important  mileage  of  the  conntry. 
Tfais  is  a  matter  of  pnbUc  fcnowlsdge;  it  is  not  a  matter  of  record.  Now,  what 
theaemen  have  done  is  this:  Tatee  the  case  of  tbe  Vand-rbilts  and  the  Pennsyl- 
vania Bailroad  Company;  tome  time  f%o  the  Vanderbilts  and  the  Pennsylvania 
Railroad  pooale  ate  snppmed  to  have  gotten  an  agreement  atf  ecting  the  tmnk-line 
dttiation  and  the  antnracit*  situation  and  the  soft^coal  aitnation.  There  was  a 
division  of  naponsibUity.  The  Pennsylvania  said,  "  I  will  keep  everything  uniet 
and  orderiy  in  nrr  birilivick;"aod  the  Vanderbilts  said,  "We  will  keep  everything 
4fni«t  in  onra."  That  is  irtiat  we  all  suppose  took  place.  At  all  events,  the  trunk- 
line  aitnatton  has  been  qniet,  and  nobody  Is  getting  knowled^,  and  the  same  is 
tme  oi  tfae  saft-coid  sittiatioB.  It  is  jnst  this  one  thmg  of  cutting  down  bnslneea; 
it  ia-uot  any  effort,  neeesmrlly,  to  control.  Now,  there  have  been  oases  where  the 
eontrol  iden  has  bean  TMiderad  neoeasary.  For  instance,  in  the  case  of  the  Union 
PacJflc  The  Cnion  Paoifio  bought  the  control  of— substantially,  I  think— tbe 
aouthem  Pacific.  Wbr?  Because  the  Union  Puoific  was,  by  natuie  and  by  Con- 
greas.  Intended  originally  to  lorm  one  line  with  tbe  Central  Pacific,  bnt  the  own- 
ers of  tbeiwo  .drifted  iqmrt,  and  thia  vraa  the  firat  chance  they  had  to  pnt  the  two 
togeUier,  and  the  Union  Pacific  people  bought  the  Soathern  Pacific  road  simply 
and  BoMy  tor  that  Central  Pacific  line  to  get «  clean  line  through  from  Omaha  to 
San  Franoiaco. 

*  (ByMr.  BiPLBT.)  That  happened  this  preeent  year?— A.  This  I aat  month. 
A  '%J"y  ^''■^^■••'™'*^- )  Arethey  likely  to  get  away  from  the  Southern  system?— 
OiB    diS      ^"  ""*  meaaa  to  do  ao  if  they  want  to,  and  I  would  not  bo  an^nised  if 
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Q.  What  would  ttet  mwD?— A.  Tbe  Gentnl  Paci&c  stook,  praTerred  and  oom- 
mon.  vaa  depoaitod  as  seoarity  for  the  iasne  of  Sonthem  Pacific  4  per  cent  boods— 
torrattp-eight  millioDB  coUatotid  tnut  Ixttd*— and  thow  bonds  can  be  called  at  par 
and  coUataral  released.  Now,  the  Sonthem  Pacific  can  nndonbtedly,  if  it  ao 
pleuea.  sell  to  the  Union  Paolfio  the  conunoo  and  preferred  stock  of  tbe  Central 
Paoifio,  and  thTis  give  the  Union  Pactfio  the  afaool  Jte  ownership  of  the  Central 
Pacific  from  Ogdeu  to  San  Francisco,  making  the  line  complete. 

Q.  1  takeit  from  Tonr  replr  tomy  former  riueetion  that  yon  believe  the  Snpreme 
Coort  of  tbe  United  States,  oj  its  decision  in  the  trans-Missoari  case,  killed  tbe 
practioe.of  poolingasa  practical  qnestioa,  and  forced,  in  a  vray,  the  combinations 
irtiit^haTebeengoingonererBinaeintherailroadB?— A.  Ym;  and  I  do  not  think, 
evmi  If  a  law  were  jiueed  allowing  tbe  railroads  to  pool,  they  would  pool.  This 
Ins  been  the  attopleet  and  aafest  aolntion  of  their  tronbla;  in  fact,  the  only  safe 
aslntien.  None  of  their  assodatioiu  were  of  any  volne.  There  waa  always  some 
member  kicking  and  making  trouble  in  it  The  combinatlona  were  very  coetly  to 
mamtain,  and  they  were  t^waya  haviiw  tronble  with  them.  There  was  not  one 
of  them  that  worked  well,  sot  even  tbe  Tnmk  Line  Aeaociation.  There  was  a  row 
there  half  the  time.  Well,  all  that  is  finished.  The  railroads  aredirected  l^tbeir 
own  directon,  and  ttieae  people  happen  to  be  tbe  game  directors  for  many  of  them, 
ttw  effect  being  that  If  a  man  gets  a  rate  or  givm  a  rebate,  and  does  something  he 
ongbt  not  to,  be  oan  be  reached  at  onoe. 

(J.  This  sobeme  will  do  »w»j  with  rainous  oompatitlcn.  and  perhaps  with  the 
farmer  tronble  that  brongbt  about  receiverships,  etc?— A.  It  will  certainly  tend  to 
pnvant  distnrtMtnoe  of  ratee.  Bates  have  been  more  stable  in  the  United  Stat«a 
In  tbe  last  two  yean  than  they  have  been  in  the  last  thirty  years.  I  ^nese  there 
ieno  question  abont  that.  The  rata  situation  has  been  aiisolately  peaceful  com- 
pared witlt  what  it  was  three  yeotrs  ago. 

Q.  Yon  look  upon  the  ctHnmnnity-of -interest  consolidatloii  of  railroads  as  a 
■ool  thing,  than? — A.  I  think  theoommnnityof  ownership,  asit  is  called,  whereby 
we-nuuiageineut  of  theee  roads  is  concentrated  in  a  few  bands,  may  in  tikeoiybea 
bad  thbig,  bnt  in  practice  it  would  not  be  found  profitable  as  a  bod  tbiog.  In 
otiUT  wcffds,  if  they  do  not  run  these  railroads  on  the  principle  of  stabiuty  of 
ratea.  economy  In  management,  and  efflcienoy  in  mnning  the  machinery,  there  is 
no  sense  in  it.  and  I  am  positive  that  that  is  what  they  have  in  mind. 

Q.  Do  you  think  that  the  great  financial  men  of  the  connur,  half  a  dosen  men, 
haveinmindttaeabe<duteownttvhipof  these  great  railroad  systems?— ^A.  I  do  not 
ttiiiik  n;  I  have  never  aean  any  evidence  of  such  disposition.  I  think  what  they 
doslre  above  all  elM  is  so  that  the  control  shall  be  ooncentrated.  so  far  as  the 
avoidanceot  troaUeis  ooncerned— the  avoidance  of  iighte.  rate  wars.  Now,  there 
Istha  Burlington  road.  Itlsabeolniely  independent  and  ud  controllable,  audit  is 
ontside  of  everything.  It  has  no  atSliationB.  The  Burlington  road  is  a  factor  in 
tbe  situation  that  I  snapect  will  have  to  be  dealt  with  by  purchase.  I  dionld  not 
be  surprised  if  tbe  Burlington  should  be  purchased  at  a  high  price,  too,  for  tlie 
safety  of  the  other  roads. 

(^  Have  yon  anythinp  to  say  on  the  Question  of  Gkiverument  ownership  of  rail* 
raada?~A.  I  do  not  think  it  would  be  good  for  tbe  GovemmtDt  or  good  for  the 
people.  1  do  not  ase  why  the  Qovemuient  should  own  the  railroads  at  all:  I  do 
sot  see  any  more  reason  for  It  than  that  the  Government  should  go  Into  the  steel 
bnsisesa  or  newspaper  bnidnees.  There  is  no  essential  difference  betwfien  t^e  two 
tfaingSk  Tbe  tnanofaotnre  of  transportation  is  just  as  much  on  indsatry  as  the 
mansf  aotore  of  steel. 

Q.  (By  Mr.  CoNOBB. )  How  far  should  that  regnlatiou  go  «s  to  totee?  Do  ^on 
think  the  Interstate  Commerce  Commission  at  the  present  time  has  sufficient 
authority  ovei  rates? — A.  Whether  they  have  bad  tbe  direct  anthority  or  not,  I 
think  rates  in  this  oonotr^  are  not  merely  actually  bnt  relatively  lower  than  they 
are  in  any  other  country  in  tbe  world. 

Q,  Do  you  attribute  that  fact  to  the  auUiority  exerdsed  by  the  Interstate  Com- 
lovoe CcHumleaios?— A.  Onlyinpart  Ithinkthatniqe-tenthaof  whatwer^tard 
as  harm  done  by  the  railroads  is  due  to  overbuilding  and  unwise  competititm. 
The  Interstate  Commerce  Commission  simply  accentiuited  it  and  put  the  dot  on 
the"L' 

Q.  Yon  said  a  little  while  ago  tiut  you  thought  it  shonld  be  made  neoeesary  to 
seek  legislation  before  a  railroad  conld  be  paralleled.  If  a  road  ia  to  be  protected 
to  tfaatezteait  byttteOovemmest.onghtiiot  ttaeOovemnienttoexerciee authority 
OTCT  tbe  rate  to  protect  the  public  against  exorbitant  ratee? — A.  Bnt  the  commis- 
■ioD  has  been  dtdng  that,  so  far  as  1  understand,  1  think  it  has  done  a  good  deal 
latitat  way. 

Q.  DoyonnnderMand  tbe  ctMnmission,  under  thepresent  law  and  interpretations 
of  thelawbytheoonrts.hasauthorltynowtoreduceratee?— A,  Noj  Idonotthink 
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it  haa  fliiRl  HTithoritr  to  reduce  ratee,  bnt  it  hu  BDthorlty  to  do  Agnat  maii7  QdligB 
which  practically  bring  about  &  rednction  In  ratee. 

Q.  Is  it  not  a  foot  that  tb«  antboritr  that  was  Bapposed  to  be  given  to  the  com- 
mission in  the  law  as  originally  drawn  has  in  a  great  meaanre  been  taken  from  It 
by  decisionBor  tbeconrts?— A.  I  think  sa  I  thinkltmaybetme  thattheframera 
of  theact  intended  to  give  [lowers  to  thecommlsBlonwhi^  the  lawdld  not  dlreotly 
sanctioii:  bat  at  the  same  time  the  qnestion  of  rednotion  in  rate*  la  a  matter  that 
could  hardly  be  final  with  anybody  except  the  Snpreme  Court,  as  I  shonld  take  it. 
It  is  a  very  Berions  thing.  Yon  can  not  delegate  to  a  snbordinate  jodlcial  body 
tbepover  to  name  rates  over  all  the  railroads  d(  the  United  States,  making  it  per- 
fectly simple  for  that  body  to  name  any  rate  it  might  please  and  to  regnlate  the 
whole  bnsiness. 

Q.  I  do  not  know  that  anyone  oontenda  for  any  such  anthoiity  to  fix  rat«e  in  any 
sort  of  way,  bat  I  think  it  is  contended  that  the  commission  shonld  be  given 
authority  to  reEnlste  them. — A.  The  commission  can  not  regnlate  them  without 
fixing  them,  and  If  the  Interstate  Commerce  Commission  has  antbority  to  say  what 
is  a  proper  rate  and  what  is  not,  It  is  a  serious  matter.  It  is  an  authority  yoti  can 
not  put  in  the  bande  of  any  body  of  that  character. 

Q.  (By  Hr.  Kennedy.  I  Has  the  Interstate  Commerce  Commissian  any  powers 
at^l.toamonnttnanytning'?  Has  it  any  powers  that  the  railroads  are  bound  to 
respect'— A.  They  have  not  so  many  powers  as  they  thought  they  had  and  that 
the  railroads  feared  they  had  at  the  start.  No,  I  guessnot;  I  do  not  think  that  the 
Interstate  Commerce  CommiESion  as  an  active  body  ie  what  I  should  call  a  verr 
powerful  body.  I  am  not  familiar  with  tiie  powers  they  have.  What  good 
inflnence  has  it  in  transportation  matters?  It  has  promoted  very  free  dlecnsidon 
of  questions.  There  is  one  good  thing  it  has  done,  if  It  has  never  done  anything 
else,  and  it  is  a  matter  of  great  importance,  and  that  is  the  inauguration  of  a  sys- 
tem of  uniform  reporting.    Their  annual  reports  are  vwy  good. 

Q.  (ByMr.CoNOBB.)  DoyontMnkthatpownalongthatlineshoBldbeextended 
so  as  to  give  them  authority  not  onl^  to  nreecribe  uniform  aooounte,  but  ^so  to 
in^tect  and  audit  the  books  of  the  railroad  companies? — A.  That  would  be  jpret^ 
much  impracticable.  They  do  about  all  ibey  can  be  expected  to  do  in  their  own 
reports,  and  if  the  railroad  oan  be  compelled  to  fumlsh  the  figures  called  for  in 
the  Interstate  Commerce  Commission  report,  they  can  not  go  very  far  wrong 
without  its  being  very  evident  very  soon. 

3.  Would  it  not  be  possible  lo  give  them  authority  to  inspect  accounts  to  the 
that  hy  the  inspection  they  might  detect  discriminations  in  rat«s,  of  payments 
of  rebates,  and  like  things?— A.  Yon  mean  togodown  on  the  railroads  without  any 
warning  and  look  over  their  books  to  ascertain  if  they  are  paying  rebates? 

Q.  Well,  possibly.— A.  You  mean  like  the  bank  examiner  comes  in,  saddenlv? 

Q.  Yes.— A.  WmI,  I  do  not  know  that  there  would  be  any  necessity  for  ^at, 
because,  as  far  as  can  be  learned,  as  far  aa  we  know,  the  payment  of  rebates  is 
pretty  nearly  dead. 

Q.  Yon  think  that  is  a  faotT— A.  I  do. 

Q.  You  think  that  unifonn  rates  exist  now  to  all  shippers  alike?— A.  In  a  sense 
they  never  did  before;  to  a  greater  extent  than  before.  I  do  not  think  there  has 
ever  been  a  time  when  the  people  were  getting  more  even  treatment  In  Uiat  respect 
than  now. 

ij.  Is  it  or  in  it  not  a  fact  that  the  notioe  from  the  Pennsylvania  BaUroad  Corn- 
pan  j  ta  Hr.  Andrew  Carnegie  that  the  rates  with  which  he  had  been  favored  in 
the  past  were  to  be  discontinued  is  Qie  primary  cause  of  the  present  formation  ei 
the  steel  trust?  Have  you  heard  thatr — A.  I  have  heard  that  and  many  other 
reports.  That  Is  not  the  way  I  look  at  it.  No;  I  think  the  present  formation  of 
thesteel  tmst  le  due  simply  and  solely  to  Hr.  Camegie's  oarenil  tdao.  his  attempt, 
successfully,  to  make  somebody  buy  him  oat  Ur.  Cwmtigio  wanted  to  be  bou^it 
out,  in  my  opinion. 

<j.  Pretty  long-headed  gentleman?— A.  He  is.  He  sells  ont  at  the  t^  of  the 
boom  at  top  prices;  bnt  I  alvrays  understood  that  when  Hr.  Frick  had  the  eotlon 
he  was  unable  to  buy,  and  that  Ur.  Carnwie  bad  determined  that  he  shonld  be 
bought  out.  I  think  that  was  in  his  mind  when  he  talked  about  tlie  National  Tube 
Works  some  two  or  three  months  ago,  when  thematter  first  became  mooted,  and  I 
think  he  has  worked  to  that  end  simply  and  solely,  and  I  do  not  ttiiuk  the  Pesin- 
sylvania  Railroad  has  had  any  influence  in  the  matter  at  all. 

Q.  Wei),  that  report  that  the  company  had  notified  Hr.  Cam^:ie  that  the  ral<a 
tliat  had  heretofore  existed  should  not  be  continued  is  supposed  to  be  tbe  cause  o( 
his  threat  to  move  his  plant  or  erect  a  new  plant  on  the  stiores  of  Lake  Kris,  Is  it 
not?— A.  Hr.  Carnegie  has  made  a  good  many  similar  statements  at  various  times 
in  his  career,  and  they  had  their  eSeot  every  time,  and  he  may  have  said  such  a 
thing  to  the  Pennsylvania  Railroad. 
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Q.  Regarding  the  powers  and  dntif 
ia  it  not  a  fact  th&t  the  commteslon  1b  without  power  to  enforce  its  decision? — 
A.  Yes. 

Q.  Do  yon  think  that  that  is  as  it  should  be,  or  should  the  system  be  changed 
or  corrected?  Should  Uie  oommjasion  be  given  power  to  enforce  decisions? — A. 
Is  it  not  tme  that  the  railroads  have  accepted  their  decisionfl  in  a  very  targe 
majority  of  caaee? 

Q.  I  ttiinb,  OH  a  matter  of  fact,  it  is  tme  they  acce^it  in  nnimportant  caaee,  and 
when  iasne  is  made  they  do  not  accept.— A.  The  way  I  feel  abont  it  is  this;  That 
the  determination  of  wnat  is  and  what  is  not  a  reasonable  rate  is  really  the  one 
important qaestion  of  all  others,  becanse  yon  can  very  easily  remedy  the  long  and 
short  haal  bosineas  and  the  discrimination  hnsinesa.  They  are  not  so  ImportMit. 
Bat  when  it  comes  to  the  determination  of  ai-easonable  ratel  wonld  bevery  sorry 
to  see  that  power  placed  In  the  hands  of  any  public  body.  1  do  not  think  the 
Supreme  Conrt  of^the  CJnited  States  is  competent  to  determine  that.  The  only 
thing  that  determines  it  in  the  long  mn  is  free  trade  in  railroads,  free  trade  in 
traneportation,  and  you  get  the  reasonable  rate  llxed  by  nature. 

(^.  Yon  wonid  not  favor  the  strengthening  of  the  Interstate  Commerce  Com- 
misaton  act  by  making  the  decisions  of  the  oommlsBion  operative  pending 
appeal?— A.  No. 

Q,  Yon  think  that  wonid  be  nnwise  or  nnjnat? — A.  Yes;  becanee  tbtiro  ia  no 
neceealty  to  have  the  thing  started  right  ofF.  To  make  changes  of  that  character 
is  a  very  serions  thing.  An  appeal  can  last  for  months,  and  if  there  Is  way  wrcng 
done  to  an^bodv,  when  the  appeal  Is  finally  passed  npon  it  is  a  great  deal  easier 
to  settle  with  tae  shipper  than  it  wonld  be~  to  settle  vvith  the  railroad.  In  other 
words,  the  wrong  done  to  the  shipper  can  be  very  easily  adjtistod,  but  It  might  be 
very  dtfficnlt  for  the  railroad  to  protect  itoelf. 

Q.  (By  Mr.  Kennedy).  Snpposeamnltltndeof  little  wrongsareinrolved  which 
the  shippers  might  not  care  to  nrge? — A.  It  is  not  those  cases  they  tight  about;  it 
is- the  big  ones. 

Q.  (By  Mr.  CoKOER.)  Is  it  not  a  fact  that  tinder  the  present  onstom  and  prao- 
tice  verf  often  the  railroads  will  put  in  only  a  portion  of  their  evidence,  if  yon 

K"sase,  in  hearinRs  before  the  commission,  and  then,  anticipating  the  decision  will 
against  then,  bring  on  new  evidence  and  carry  tfaeir  cases  into  the  courts,  the 
cose  then  being  allowed  to  mn  alon^  2  or  3  yeurs,  not  only  to  the  great  exaspera- 
tion of  the  shipper,  bnt  sometimes  his  absolnle  annihilation''— A.  1  can  see  bow 
that  might  be  so,  but  I  do  not  call  to  mind  any  case;  I  am  not  veiy  familiar  with 
the  le^l  points  involved. 

Q.  We  nave  had  testimony  along  that  line  before  the  commission  at  Washing- 
ton.— A.  Qnite  possible, 

Q.  And  the  qneetion  I  was  putting  to  you  was  whether  It  might  not  be  advisable 
to  strengthen  the  interstate- commerce  act  so  as  to  make  the  decisions  of  the  com- 
mission operative  pending  appeals.    In  other  words,  to  pnt  the  burden  npon  the 


law  wae  there— I  can  not  say  how  long—  . 
lontal  redaction  of  about  SO  per  cent  in  freight  rates,  and  if  that  had  been  going 
on  for  3  years  it  would  be  a  pretty  seriooa  thing  for  the  railroads.  It  waa  decided 
In  favor  of  the  railroads  when  it  got  to  the  Supreme  Court.  Now,  yon  could  not 
hurry  the  Supreme  Court. 

Q.  (ByMr.  Kennedy.!  YouKpokeawhlleagoabontBomeouedesiring  to  gamble 
in  Wall  street.  I  want  to  ask  you  if  that  is  what  ia  done  in  the  stock  exchange 
with  eecurltiee  of  ralltoad  companiea?— A.  I  naed  the  word  in  a  colloquial  aenae. 
I  should  sav  the  majority  of  the  transactions  on  the  New  York  Stock  Exchange 
represent  toe  purchase  of  stocks  on  margin,  of  sales  of  sto  ks  on  margin. 

Ij.  And  in  the  handling  of  the  stock  itself?— A.  What  I  menu  to  say  is,  a  man 
has.  aay,  81,000  and  he  thinks  he  wonld  like  to  buy  100  shares  of  stock  that  costs, 
stfy. $10,000.  Eecan  not  buy  that  lOOshareeand  take  it  home  with  him;  Lut  he  can 
buy  100  shares  and  get  whatever  profit  there  is  in  It  and  be  liable  for  the  loss  when 
he  goes  to  sell.  That  is  what  1  mean  by  selling  in  Wall  street.  People  will  want 
to  do  that  as  soon  aa  they  are  able. 

Q.  Can  yoagivens  a  little  chapter  on  theatock  exchange — on  railroad  securities 
in  the  stock  exchange?  I  presume  you  are  familiar  with  that  iiuestion. — A,  From 
what  point  ot  view  do  yon  mean— tJie  dealing  in  them? 

Q.  Yea;  whateffectapeculatiouhasnpou  theralueofthem?— A.  Ithasnoperma- 
nent  effect  at  all.  It  isaperfectly  certain  tbing  that  values  make  prices  in  thelong 
mn.  and  Taluea  mean  earning  capacity.    In  other  words,  earning  capacity  makes 
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profltfl,  no  matter  what  the  bolls  may  do  or  the  bankers  ma;  do  for  the  time  beiiig 
to  manipnlate.    In  the  long  ran  valaes  make  prices. 

Q.  If  yon  read  that  stock  Is  golns  np  4,  5,  or  10  points,  or  is  going  down  the 
samsnnmberof  points,  that  has. really  no  significance?— A.  It  may  have  a  great 
deal  of  signilicance,  bnt  it  don't  make  the  facts.  Take  Ur.  Hill's  road.  Hr.  Hill 
was  the  first  man  in  the  United  States  to  thoroughly  lay  bare  the  principles  of 
transpoTtationandputtheminpractice,and  thereeolt  WBshiB  road  has  been  a  gold 
mine  to  tfaoBe  people  who  have  stayed  with  it  from  the  start,  and  it  works  at  lower 
rates  to-day  than  any  road  np  ttere. 

Q.  Yon  mean  the  St.  Paul  and  Great  Northern?— A.  The  Qreat  Northern.  It 
mns  at  lower  rates  than  others ;  it  is  notoveTcapitBlized.andithasbeenspleDdidlj 
operated  and  splendidly  built  from  the  start.  Now.  Mr.  Hill's  stock  has  gone  np 
from  the  basis  of  abont  100  to  what  is  eanivalent  to-day  to  abont  300.  The  stock 
apparently  sells  for  !90,  and  there  have  fceen  so  many  dividends  and  snbscription 
rates  in  connection  with  it  that  it  is  really  equivalent  to  ilOO.  I  have  men  Hr. 
Hilt's  stock  go  down  20  points  while  that  prot-'ess  was  going  on.  It  is  not  at  all 
uncommon  for  stock  to  make  a  movement  of  that  character. 

Q.  (By  Mr.  Rifley.)  From  mere  sympathy? — A.  Yes,  or  the  necessity  of  th« 
holder,  Snppose  a  large  holder  of  that  stock  makes  a  loss  some  time  or  other  in 
his  bnsiness  and  is  competled  to  sell  ont.  His  necessities  will  produce  a  serious 
decline  in  price. 

Q,  (Bv  Mr.  KennedyO  What  consideration  Is  it  that  determines  whether  stock 
shall  be  listed  or  put  on  the  exchange  or  kept  off  the  stock  market  —A.  Tfa«stock 
exchange  has  a  very  good  set  of  rules  governing  that  matter.  They  are  verystrin- 
Kent  in  their  reqnirements  of  companies  thaldeeiie  to  list  secnritaes.  They  may 
e  to  furnish  a  good  deal  of  information,  not  merely  at  the  start,  bnt  periodic 


ally;  officers  have  to  examine  into  their  mortgages,  generally  speaking,  snpervis- 
ing  them  to  b  very  large  extent.  It  is  an  excellent  thing  on  the  part  of  the  stock 
exchange.  The  stock  exchange  means  to  list  nothing  that  is  not  reasonably  square. 
A  stock  listed  there  must  at  least  he  honest,  and  it  must  make  statements. 

Q.  (By  Hr.  Conoer.)  The  information  that  is  required,  I  suppose,  is  of  benefit 
to  the  investors?— A.  Naturally;  it  is  open  for  the  public. 

S.  Might  it  not  be  wise  for  the  famishing  of  that  information  to  be  regnlat«d 
required  by  statute?— A.  Yea,  if  you  conld:  hut  the  fact  of  the  matter  is  that 
railroads  are  no  longer  greatly  at  fault  in  the  matter  of  reports.  They  have 
improved  them  vastly  in  tne  last  few  yeqre,  and  they  all  seem  inclined  to  do  the 
best  they  can  in  that  direction.  It  is  no  longer  a  trouble  with  the  railroads;  most 
of  their  reports  are  good.  1  can  not  call  to  mind  a  single  important  road  to-day 
that  does  not  make  a  reasoniibly  good  report. 

Q.  If  those  reports  were  required  by  statutes  the  requirement  would  then  applj' 
to  unlisted  stocks,  would  it  notV— A.  Oh.  yes;  hot  the  unlisted  stocks  are  Bome-t 
what  peculiar  ou  the  stock  exchange.  They  represent  such  things  as  sngar,  which 
Is  not  willing  to  furnish  the  information  that  the  listing  rO'^uires.  You  see,  they 
have  two  liste;  they  have  Ust«dand  nnlistod,  and  the  unlisted  is  so  called  because 
they  are  not  strictly  oo  the  list,  bnt  are  allowed  te  be  dealt  in  on  the  floor.  Noth- 
ing can  be  dealt  in  that  is  not  either  in  the  listod  OT  unlisted  department.  The 
stock  exchange  practically  says:  "It  you  want  to  deal  in  that  kind  of  thing,*jt  Is 


required  of  all  the-:e  corporations,  so  that  unlisted  stocks  vould  be  compelled  to 
reports — A.  Those  are  moetly  all  industrials.  Yes;  I  am  entirely  in  favor  of  that. 
They  ought  to  be  compelled  to  report,  the  same  as  railroads, 

Q.  Do  the  statutes  of  the  various  States  at  the  present  time,  in  your  opinion, 
fnmlah  sufficient  information  to  shareholders?  For  instance,  is  a  list  of  the 
several  stockholders  in  any  given  case  easily  obtained?— A.  No;  there  are  some 
cases  in  this  State  and  in  the  State  of  New  Jersey  where  the  stockholder  can  com- 

el  the  officers  of  the  company  to  allow  him  to  inspect  the  stockholders'  list;  but, 
point  of  practice,  if  they  do  not  want  to  show  the  list,  yon  have  got  to  go  down 
there  with  officers  of  the  court  and  have  a  lot  ot  trouble  over  it. 

Q.  That  is  a  privilege  every  stockholder  ought  to  have,  is  it  not?— A.  Un- 
doubtedly. 

Q.  It  is  a  matter  that  might  well  be  regulated? — A.  In  England  ever;  corpora- 
tion is  required  to  file  a  list  of  ite  stoskholders  at  Somerset  House,  and  any  holder 
can  go  in  there  and  pay  a  sbilling  as  a  fee  and  find  the  list. 

Q.  At  any  time?— A,  At  any  time. 

Q,  What  objection  is  raised  here  in  this  country  to  the  famishing  of  a  list  ot 
stockholders,  if  auy?— A.  As  a  rule,  nobody  wauts  to  see  them  unless  there  is  some 
fight  going  on,  and  then  the  dominant  party  naturally  objeota  to  g^viuff  auything 
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Q.  Uoder  present  conditions  it  is  pfMisible,  is  it  not,  for  the  dominant  partf  or, 
we  will  Bay.  the  management  of  a  corporation,  to  actnallf  oontlnne  in  control 
without  even  itself  owning  a  majority  of  the  sbaree? — A-  Certainly,  It  ia  vatj 
difScoJt  to  change  the  management  of  a  company  nnder  present  conditions. 

^.  And  to  make  this  information  acceeaible  m  other  stockholders  wonid  make  a 
chanse  very  eos^?— A.  Certainly. 

Q.  Is  it  a  fact  that  the  managers  of  these  large  corporations,  roilroade  and 
ioanetrials,  object  to  the  recjnirement  proposed  on  the  gronnd  that  if  it  were  a 
reqnirement  it  would  be  possible  for  a  competitor  in  hasiness  to  become  the  owner 
of  a  few  shares  of  stock,  and  thereby  get  information  tbat  wonld  be  injnrions  to 
the  corporation?'— A.  I  had  never  heard  tbat  point  raised;  bnt  I  do  not  see  what 
nine  It  would  have,  liecanae  I  do  not  see  how  the  mere  knowledge  of  the  fact 
that  So-and-so  ia  a  stockholder  of  ancb  and  such  a  railroad  is  going  to  especially 
help  a  competing  railroad  to  get  any  information. 

Q.  (By  Mr.  ^NNEDY.)  Wehavetaeard  that  point  many  times. — A.  Idonotsee 
that  it  is  of  any  speelal  value. 

Q,  (By  Mr.  Conqer.)  It  has  been  testified  t^  l^fore  ns  aeveral  times  tbat  theee 
privileges  of  stockholdMa  are  now  restricted  for  the  beueflt  of  or  to  protect  the 
Interests  of  the  corporation;  and  one  gentleman  went  so  far  as  to  say  tbat  it  was 
a  common  practice  on  the  straet  for  parties  desiring  information  to  buy  a  few 
aharse  of  stock  and  then  go  to  the  office  of  the  corporation  and  undertake  to 
demand  it,  and  get  it  by  demanding  it,  and  that  sncb  practices  as  tliat  were  con- 
sidered honorable  and  jnatidable.  What  would  yon  sav  on  that  point? — A.  I 
should  say  it  a  stockholder  ia  entitled  to  go  to  theolficeof  his  company  to  demand 
from  them  information  of  a  character  that  might  be  useful  to  competitors,  1  do 
not  Bee  bow  yon  can  prevent  the  competitor  buying  stock  and  eierciiing  thorn 
rights.  I  think  it  is  entirely  proper  for  the  managers  of  a  company  to  refuse  an 
ordinary  stock  holder  information  of  tbat  charoctm';  and  1  should  not  consider  the 
Btockholders'  list  wonld  furnish  tbat  information.  I  do  not  think  any  stockholder 
shonld  he  allowed  to  go  in  and  sit  down  and  look  over  the  books  of  a  company. 
]t  is  not  necessary  that  he  should  have  that  privilege.  If  yon  are  going  to  give 
that  power,  then  yon  need  to  put  Into  the  hands  of  the  managers  tbe  power  to 
restrict  transfers  of  stock. 

Q.  How  far  do  yon  think  t 
stockholdets  sbonld  go?    S)  „  ... 

reports  ought  to  he  made  in  the  greatest  possible  detail  consistent  with  the  interests 
of  the  company.  It  is  just  poeslble  that  acompany  may  not  be  able  to  state  what, 
say,  themanufactaring  profit  in  its  business  is,  because  that  might  give  its  com- 
petitorsaclne;  therefore  its  managers  might  say  "We  do  not  care  to  state  the  gross 
■ales;  we  will  aimply  show  yon  tbe  net  profits."  But  where  there  is  a  case  of  that 
kind  they  ought  auo  to  come  forward  with  an  intelligent  audit  by  experts  to  show 
tbat  thoae  profits  are  profits. 

Q.  Do  yon  know  of  any  such  cnatoro  as  I  have  been  outlining  in  my  questions, 
of  people  going  to  rival  corporations  and  trying  in  that  way  to  get  informationy — 
A.  I  sbonld  say,  my  common  sense  wonld  tell  me  tbat  snch  tbinn  must  have 
been  triad  many  times.  I  do  not  know  of  any  case.  I  have  not  had  a  great  deal 
of  ezpi'rience  with  indnstriala. 

Q,  (By  Mr.  Eenkbdt.]  Do  you  think  of  anything  yon  wonld  like  to  volunteer 
that  has  not  been  brought  ont  oy  tbe  qneetlons? — A.  Not  at  thla  moment 

(Testimony  closed.) 


New  Tork,  February  SO^  1901. 
TESimOHT  OF  MR.  THOMAS  L.  eSEEHE, 

Vice-Pre*ident  the  Audit  Comixitiy  of  AVw  I'orfc. 

ibc 
srnarjr  a .         ,  „  .... 

Ur.  Thomas  L.  Greene,  vice-president  of  tbe  Audit  Company  of  New  York, 
appeared  as  a  witness,  and,  being  duly  sworn,  testified  as  follows: 

Q.  {By  Mr.  C.  J.  Harris.)  Mr.  Oreenu,  will  yon  give  nayonr  full  name?— A. 
Thomaa  L.  Greene.  I  am  now  the  vice-president  of  the  Audit  Company  of  New 
York,  which  is  an  auditing  and  examining  company.  If  yon  would  like  to 
know.  I  may  say  I  wos  brought  up  as  a  clerk  in  the  railroad  bnsinees  under  my 
father,  who  was  one  of  the  pioneer  managers  in  olden  time,  and  1  was  in  the  rail- 
way basinesa  in  a  dozen  capacities  for  a  dozen  years.    In  coming  to  New  York  I 
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v»  engaged  for  merchants  also  in  tranapoTtation  matters,  was  editorial  writer  for 
<me  of  uie  New  York  papers  ami  (or  mai^zineB  and  tieriodicale  lor  a  dozen  jeara, 
and  I  have  been  obliged  by  my  calling  to  stndy  tba  bneinesa  aitnation  and  the  cor- 
poration qneation.  I  have  written  a  book  on  the  subject  called  Corporation 
Finance,  which  contains,  after  a  fashion.  aomethinK  of  a  discnasion  of  aome  of 
these  qaestioaa.  Aitbongh  it  was  written  S  years  ago,  it  baa  Keueral  anggestiona 
on  the  qneationa  which  the  coinmiaaion  are  coQaidering.  I  oogbt  to  eay  at 
the  ontaet  I  do  not  speak  of  any  views  except  my  own.  I  nave  no  right  to  apeak 
for  anyixidy  else,  in  caae  the  (ineetion  ataonld  come  up;  and,  furthermore,  I  am  not 
in  the  employ  of  any  railroad  company,  or  of  any  i>aDker,  and  I  do  not  know  the 

Krticulars  or  details  of  any  deals  that  may  be  goin^  on.  I  say  this  becanse  it  is 
th  a  strength  and  a  wealmess  to  be  in  this  poaition.  I  can  not  give  von  any 
information  whether  one  company  is  going  to  absorb  the  other  or  not;  but  It  Is 
alao.  on  the  other  band,  an  advantage  in  tbe  sense  that  it  is  neually  the  person  who 
has  had  close  touch  in  the  past  with  these  things  who  keeps  generally  informed  <m 
tbe  subject.  So  far  as  thut  ia  concerned,  I  have  aome  general  ideas  In  my  mind 
on  the  aitnation,  at  least  aome  permanent  general  ideas. 

Q.  In  your  busineea  aS  an  ofBcial  of  an  anditing  company  have 70a  made  exami- 
nationa  of  financial  companies  and  railroads? — A.  I  would  prefer,  if  it  isagreeable 
to  the  commisaion,  to  leave  the  queation  of  the  exact  examinations  of  the  Audit 
Uoinpnny  out  of  the  question.  I  mean  by  that  atatement  that  our  relatione  are  so 
confidential  that  I  can  not  give  yon  information:  it  would  not  be  right  for  me  to 
do  BO.  1  would  prefer  to  confine  myself  to  my  general  information,  which  has 
extended  over,  as  I  eay,  more  than  30  years'  experience. 

Q.  Were  yon  ever  connected  with  the  anthracite  coal  business? — A.  I  had  cause 
to  study'  the  anthracite  sitoation,  the  general  situation,  somewhat  closely. 

Q,  Did'I  understaod  yon  to  say  that  you  were  connected  with  tbe  independent 
prodncera  of  anthracite?— A.  I  waa  at  one  time;  I  repreeented  them  at  one  time. 

Q.  What  was  their  production,  annual  production  at  that  time;  that  is,  what 
WSB  their  percentage  of  tbe  coal  bnsiQeBs7-'A.  My  recollection  is  that  at  that  time 
it  wtts  aomewhere  between  28  per  cent  and  80  per  cent,  1  would  not  like  to  state 
the  exact  amoant.  That  was  4  or  S  years  ago.  It  was  averycoDslderab1s[H>rtion 
of  the  total  coal  tonnage,  as  yon  aee,  and  at  that  time  a  very  considerable  propor- 
tion of  Vbe  tonnage  of  one  or  two  of  the  railroads. 

Q.  What  is  the  tendency  of  the  anthracite  coal  trade  to-day? — A.  The  indlvidtial 
operators  occupy  a  peLultar  posilion.  They  are  and  have  been  honest  and  fair 
owners  of  their  properties,  and  they  have  a  right,  tbe  same  as  everybody  else  has, 
to  conduct  their  business  in  their  own  way,  and  at  the  same  time  they  are  part  of 
avery  great  problem  in  tbe  coal  regions,  and  perhaps  before  taking  up  particularly 
their  position  it  would  be  well  to  speak  of  a  few  facta  about  the  general  aitnation, 
if  that  is  agreeable  to  yon.  Tbe  difficulty  fu  the  coal  region  la  that  what  the 
college  man  would  call  an  economic  waste  is  tremendous.  It  Is  at  the  foundation 
of  the  problem  that  our  financial  people  are  seeking  to  aolve.  The  anthracite  coal 
of  the  LTnited  States  is  confined  to  a  small  area  in  eastern  Pennsylvania.  I  think 
It  is  about  4()0  aqnare  miles,  bnt  you  can  find  tbat  out  from  someoody,  and  in  that 
aensK  it  is  of  course  a  natural  monopoly.  However,  the  ownership  is  SO  cat  up 
by  individual  holdings  and  by  different  railroads  tbat  it  is  most  nneconomically 
bandied.  I  think  that  that  map  [referring  to  map]  is  approximately  correct  aa  to 
tie  situation  of  coal  in  the  Schuylkill  and  Cehigh  regions.  Let  us  say ,  for  example, 
tbat  coal  from  those  regions  will  be  hauled  right  past  the  Wyoming  Valley  over 
the  mountain.  If  you  know  tho  country  there  you  know  the  Wyoming  Valley  coal 
goes  over  a  pretty  nigh  monntain,  and  will  sometimes  be  hauled  over  that  same 
mountain  back  through  the  Schuylkill  regions  to  tidewater.  I  cite  that  as  on^ 
instance  of  the  great  economic  waste  of  transportation  power. 

Another  thing  is  that  the  railroads  must,  of  course,  have  tonnage.  They  are 
miners  of  coal  principally  to  secure  tranaportatlon  of  it.  because  itia  by  traasiior- 
tation  that  they  get  tneir  chargea,  and  it  is  perfectly  proper  and  fair  that  it  should 
be  sOi  The  result  of  that  system  Is  tbat  the  most  economic  mines  are  not  worked 
to  their  full  capacity,  and  that  the  mines  which  i  t  costs  a  great  deal  more  money 
to  work  or  operate,  because  they  belong  to  this  or  that  or  tbe  other  railroad,  are 
operated.  Any  engineering  e:<pert  that  yon  choose  to  call  will  tell  ^on  Id  tech- 
nical languajce,  which  I  can  not  do,  the  reason  why  some  of  these  mines  cost  cer- 
tainly as  much  as  50  cents  a  ton  more  than  others  to  operate.  It  is  the  same  with 
all  mines.  Some  are  on  the  level,  some  fill  up  with  water  and  have  to  be  very 
expensively  pumped,  some  are  very  disadvanta^eously  located  in  varions  ways. 
How,  if  it  were  possible  to  shot  up  the  uneconomic  mines  and  operate  to  their  full 
extent  those  which  chu  be  operated  cheaply;  if  it  were  possible  to  distribute  the 
total  around  so  that  the  railroads  which  are  entitled  to  the  transportation  would  get 
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e  way  and  the  Lehigh 

_.    „  he  tonnage  which  now 

moTW  on  two  railroado  within  100  miiee  of  each  other  coold  be  tranBrerred  from 
one  to  the  other— if  all  this  were  poesible,  there  is  no  reasonable  donbt  in  my  mind, 
from  oonTersHtion  with  railroad  people  and  with  the  inininff  people,  extending 
over  a  long  perio<l  of  time,  that  there  conld  be  a  aavin^  in  mining  and  trannporta- 
tion  of  |1  a  ton.  There  ia  ^ao  another  saving  poseible  in  the  way  that  the  coal  ia 
distribnted  to  the  retailers,  and  incidentally,  I  may  remark,  that  there  is  another 
saving,  possibly,  in  the  way  the  retail  dealers  distribnte  to  cODsnmers. 

Q.  (By  Mr.  Kennedy.)  Is  that  saving  of  $1  a  ton  likely  to  take  place  when  the 
conununityof  interest  is  perfected?— A.  I  was  jnst  coming  to  that.  That  isaverj 
important  point, and  I  wiU  bearit  In  mind.  There  is  also  an  important  bearing  in  it 
npon  thecoal  trade  as  a  whole  in  the  fact  that  the  goTemments  of  the  States  have  not 
ifiowed  them  to  combine.  FnrUiermore,  the  trade  as  a  whole  is  not  economically 
managed  In  the  sense  tuat  a  great  business  should  be  conducted.  It  should  he 
played  almost,  as  yon  might  say,  figuratively  speaking,  like  a  game  of  chesa.  The 
railroads  as  a  whole  do  not  know  how  much  coal  is  going  to  on«  place  or  another. 
They  do  not  know,  for  example,  whether  Bingbamton  is  nelng  as  much  coal  as 
Elmira.  Now,  the  great  iron  companies  know  where  their  markets  are,  and  they 
study  them,  Ijnt  such  study  is  impoBBiblBm  thecoal  trade,  becanse  these  companies 
are  not  combined.  There  ianogeneral  policy  abontit.  If  yon  will  consider  all  those 
facts,  on  economic  mining,  on  economic  transportation,  the  fact  they  have  each  of 


them  a  large  nomter  of  selling  agents,  of  subordinates,  I  mean  more  particnlarl^ 
'   ■-  ■  '  ■  ..>.>.-....  ^,-1 ! ig  J  spoke  of  la 


who  aell  coal,  it  ia  apparent  to  yon,  I  think,  that  thia  economic  waste  1 
really  very  great. 

Now  comea  the  question  whether  that  waste  could  be  done  away  with.  I  am  of 
the  opinion  that  it  can  not  be  entirelr  done  away  with  without  abaolate  owner- 
Bhip.  The  conimnnity  of  interest  will  certainly  enable  the  owners  to  effect  very 
many  economies,  but  they  can  not  get  the  fall  benefit  of  the  sitoation  at  all.  Lat 
OB  take  a  practii^  illnstration;  pernaps  In  that  way  I  may  make  myself  clear  to 
yOu.  The  Central  of  New  Jera^  and  Lehigh  Valley  roads  ron  alongside  of  each 
other  for  miles  and  miles.  If  it  were  possible  to  transfer  the  coal  that  now  passes 
over  one  road  to  the  other,  that  coal  conld  be  bandied  by  the  other  railroad  with 
a  very  great  saving;  but.  of  course,  the  Central  can  not  ^ord  to  have  its  coal  pnt 
on  the  i.ehigh  Valley  nnless  its  owners  tbemselvee  have  an  interest  In  the  profits 
of  the  Lehigh  Valley  arising  from  the  transportation.  It  is  impossible,  yon  see. 
That  will  do  as  one  illuetrntion  of  the  fact  that,  in  my  judgment,  the  full  econo- 
mies possible  in  the  region  can  not  be  bad  without  absolnte  ownership  of  some 
kind,  and  that,  it  seems  to  me.  is  the  real  stnmbliug  block  in  the  way  of  the  plans 
for  the  real  uniting  of  the  properties.  If  I  were  the  United  States  Government, 
If  I  hud  anything  to  do  with  it,  or  If  I  were  the  Stat«  of  Pennsylvania,  I  should 
consider  it  to  the  interest  of  the  community  in  the  long  run  to  ahsotntely  force 
these  people  together  rather  than  to  compel  ihem  to  remain  apart  as  the  constitu- 
tion of  the  State  of  Pennsylvania  now  does  in  this  piirticular  case  I  am  talking  of 
now.  Let  us  look  at  it  in  this  way:  If  it  were  possible  to  save,  say,  a  dollar  a  tOD 
(I  am  inclined  to  say  that  in  the  course  of  time  more  than  that  could  be  saved, 
but  let  US  take  a  dollar  a  ton)  the  price  of  coal  would  be  reduced  to  consumen 
fifty  cenB  a  ton.  2.)  cents  a  ton  cotud  be  taken  to  pay  interest  on  the  additional 
money  which  would  be  required  before  the  one  road  would  be  operated  iuatead  of 
the  other,  uid  the  companies  conld  put  together  25  cents  a  ton  for  the  additional 
earnings,  let  ua  say,  ou  the  present  capitalization.  That  wonldbe  an  ideal  aitua- 
tion  which  everybody  would  benefit  from. 

Q.  Is  that  what  would  take  placeV — A.  Now.  then,  as  to  that  I  have  not  spoken 
of  the  operatives.  This  20  cents  a  ton  would  leave  a  fair  profit  to  the  companiea 
and  allow  larger,  higher  wages  for  the  operBtivee.  you  know.  Now,  aa  to 
whether  that  could  take  place  of  course  that  is  a  very  big  queetion,  I  have 
always  conBidared  that  one  way  to  make  lower  prices  to  consumers  wonld  be  to 
make  greater  economy  in  mining  and  transporting  possible.  Certainly  as  long 
OS  everybody  is  working,  as  all  are  now,  they  will  not  reduce  the  price  of  coal 
If  they  can  possibly  help  it,  because  tQe  whole  situation  depends  on  getting  a  cer- 
tain amount  of  profit  on  it.  They  would  be  in  much  letter  condition  to  reduce 
Eicea.  and  be  willingtodosoif  they  could  in  same  way  save  a  very  large  amount 
the  cost  of  transportation.  Mr.  Haddock  told  yon  that  the  piiceof  coal  just 
now  ia  at  the  highest  point  tor  safety.  It  may  be  asked  what  would  hinder  them 
if  they  were  combined  from  putting  up  the  pricea.  I  have  no  further  interee '  ' 
■' •  '    ■      ■--.    My  0 


thequeetion  than  everybody  else.  My  only  interest  is  that  I  buy  a  large  num- 
,  ber  of  tons  of  coal  every  veor  for  family  use.  So  I  am  directly  interested  in  that 
queattou.    I  thiikk  It  would  be  physically  possible  for  them  to  put  the  price  of  coal 
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Up  $1  a  ton  or  |3  a  ton  more  for  a  time,  bat  only  for  a  time.  It  would  be  the  moat 
reckless  proceeding  they  could  possibly  nndertalie  in  consideration  of  their  own 
profit,  becanse  anthracite  coal  ib  to  a  certain  extent  a  Ininry.  The  competition 
u  eitremply  severe;  the  indirect  competition  is  extremely  seTere  at  the  present 
time.    In  a  great  many  cases  we  here  in  New  York  who  bum  anthracite  coal  very 

Knerally  are  apt  to  lose  sight  of  the  fact  that  in  Chicago  and  Western  cities  they 
ve  a  better  claas  or  bitnminonacoal  which  they  bnm  In  their  grates  and  fnmacee, 
and  only  asmullproportion  indeedof  the  total  coal  tonnage  that  iaa'sd  in  the  West 
iaantbracite.  Thereisthecompetitionof  oil:  therelBthecompetitionof  goa.  The 
gas  com|>anieB.  as  yon  know,  are  making  as  much  money  in  the  anmmer  time  M 
in  the  winter,  simply  by  the  Intiodnction  of  gas  ranges,  which  people  find  very 
nseful,  which  can  be  tnrned  ont  in  hot  weather  and  not  have  a  flre  when  no  fire 
is  needed.  Now,  over  and  above  all  that,  there  JBthegnestion  of  electricity.  It  is 
no  nse  trying  to  prophesy,  becanseno  one  can  t«Il.bnt  there  is  jnstaharepoesibllity 
that  sometime  in  the  future  there  may  be  tor  all  our  groat  cities  a  targe  electric 
plant,  fed  by  bitnniinonB  coal  which  may  supply  heating  and  cooking  poasibjlitiee 
to  onr  families.  Thin  economy  that  I  spoke  of,  and  whicn  is  possible  in  the  anthra- 
cite trade,  might  in  the  loug  run— not  now—but  in  the  long  run.  prove  to  be  the 
salvation  of  tJie  capital  invested  in  those  companies,  if  something  of  that  kind 
came  about.  In  other  words,  they  wonld  then  be  prepared  to  drop  prices  a  dollar 
a  ton  if  they  had  to  do  so,  it  may  be  that  competition  of  that  kind  may  some 
day  come  out.  The  electrical  eiperta  can  tell  yon  of  the  possibilities  of  it  better 
than  I  can.  We  are  already  fnrniahingit  by  a  plant  down  town  to  a  certain  build- 
ing. My  general  proposition  is  if  it  could  be  shown  that  the  coal  oiierators  could 
in  this  way  save  a  large  amount  of  money,  whatever  the  sum,  that  they  would 
themselves  be  compelled  by  the  preesnre  of  public  opinion,  by  pressure  of  pos- 
aible  competition,  in  order  to  forestall  that  possible  competition,  to  reduce  the 
price  of  coal  to  the  public,  if  the  savings  that  I  speak  of  shonld  turn  out  in  the 
course  of  time  to  be  realized,  I  think,  therefore,  wbile  I  have  nothing  whatever 
to  do  with  it,  that  the  plans  of  these  people  for  uniting  the  companies  is  in  the 
lines  of  the  beet  interests  of  all  concerned  in  the  long  run.  I  feel  it  bo  as  a  con- 
sumer of  coal, 

Q.  What  wonld  be  the  result  if  they  abonld  nnite  to  the  extent  of  controlling 
the  bituminous  Gelds  as  thoroughly  as  they  may  the  anthracite  fields? — A.  1  do 
not  believe  that  is  possible  except  in  localities, 

Q,  It  has  been  charged  that  is  what  they  ore  doing  now. — A.  They  can  only 
do  It,  in  my  judgment,  to  a  limited  extent,  and  I  will  go  back  to  call  your  atten- 
tion to  the  strike  in  the  bituminons  trade— we  have  had  a  very  severe  one— 8 
years  ago,  where  the  whole  field  was  supposed  to  be  stopped,  and  yet  from  some 
place,  nobody  knew  where,  enough  coal  kept  coming  on  the  market  to  break  the 
strike.  Now,  the  experts  in  coal  tell  me  that  the  whole  conntry,  the  whole  United 
Stiatee,  is  underlaid  with  bituminous  coal,  not  anthracite,  but  bituminous  coal, 
and  while  there  are  certain  fields  where  it  is  more  favorably  worked  from  the 
location  of  the  mines  like,  for  example,  in  West  Virginia,  and  wnileitis  poesiblefor 
those  fields  to  be  controlled  to  a  certain  extent.  I  do  not  believe  it  is  possible  ever 
to  control  the  bitnminous  field  or  that  it  ever  will  be  controlled  fnlly  to  encb  an 
extent  as  to  make  any  appreciable  public  difference.  Mr.  Saward  was  before  yon 
the  other  day.  He  is  now  out  in  his  paper  with  a  cry  against  the  bitnminons 
people  because  the  market  is  getting  overstocked.  I  was  reading  it  here  this 
morning.  The  main  purpose  of  these  people,  as  I  understand  it,  is  to  keep  np  the 
freight  rates  and  not  let  them  came  against  each  other, 

a,  (By  Mr.  Riplkt.)  Does  not  that  involve  holding  up  the  price  of  coal  if  the 
is  carried  on  a  percentage  basis  by  the  railroadsy  I>oee  not  holding  np  the 
freight  rates  imply  nolding  np  the  price  of  coal?  Is  there  not  a  definite  rela- 
tion between  the  price  of  coal  and  the  trausportation  under  all  of  these  agree- 
ments being  made?— A.  Unquestionably  so.  The  general  idea  of  a  traffic  man  ia 
that  he  sits  in  his  office  and  determines  that  he  will  charge  !>0  cents  or  T,'>  centa 
a  ton  for  coal,  Bomethiag  of  that  kind.  Let  us  take  the  practice;  let  ns  t^te 
Chicago.  There  is  a  great  market  for  coal  all  aronnd  there,  and  the  price  of  coal 
practically  in  Chicago  is  fixed  by  circumstances  under  no  pariicular  individual's 
control.  It  depends  on  the  demand  for  the  coal  and  all  that,  A  man  who  is  traffic 
manager  of  a  railroad,  who  runs  into  Chieaijo.  says  "  the  price  of  ooal  is  so  much, 
the  price  of  mining  is  so  mnch,  and  what  proportion  between  the  two  shall  we 
get?" 

Q.  But  is  that  situation  trne  of  this  particular  anthracite  coal  field,  if  there  be 
acommunity  of  ownership  of  different  roads,  and  if  all  individnal  properties  be 
broaeht  into  an  agreement  for  the  life  of  the  property  to  ship  for  CS  per  cent  of 
the  tide-water  price? — A.  I  am  not  snre  that  1  clearly  nnderatand  what  yon  are 
getting  ai.  but  I  would  say  those  possible  economies  1  have  been  speaking  of  were 
dependent  more  or  less  on  absolnte  combination,  as  I  said.    Now.  the  commnnity 
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of  jntereat  which  the  gentlflmttn  ToterreA  to  is  of  coarse  a  step  in  that  ilirectioii, 
audin  BO  far  as  it  is  asteplthasof  course  this  eoonomj.  I  donot  know  just  how 
much  ecoDomy  they  will  be  able  to^at  in  force  through  that  plan.    For  e.'^am- 

81b,  they  wonld  be  ntt«rly  -nnable,  with  a  minority  of  tne  stockholders,  to  trana- 
91  the  traffic  of  the  New  Jersey  Central  to  the  Reading.  I  see  in  the  paper  there 
has  been  a  sale  of  the  Central  of  New  Jersey  to  the  Reading  Company. 

Q.  An  abeolnte  sale?— A.  An  abeolnte  sale  of  the  majority  of  the  Central  to  the 
Reading  Company. 

Q.  (By  Mr.  Kbnnkpt.}  Bitumiaons  cofC,  aa  we  understand  it,  ie  carried  at  a 
T«ry  much  lower  rate  by  the  transportation  companiea  than  anthracite  coal.  Is 
it  probable  that  if  this  commnnitv  of  interest  is  brought  abont  or  if  a  consolida- 
tion iaeffected  that  the  price  of  trittuninoua  will  bo  put  up  on  that  acconnt?— 
A.  Thatisof  oonrse  the  same  question  in  another  shape.  I  do  not  think  it  possi- 
ble to  any  serious  eit«nt.  Now.  take  for  example  the  anthracite  trade.  Appar- 
eoily  here  is  a  community  of  interest;  apparently  there  is  noUiing  to  prerent 
tbam  patting  the  priceof  anthracite  coal  up,  yet  lu.  Haddock,  who  is  in  tnebuai- 
ne«,  the  other  da^  said  that  the  limit  baa  been  reached. 

Q.  Yonasree  with  him?— A.  I  think  he  is  right.  I,  as  a  oonsnmer  of  coal,  am 
peneotly  willing  to  rest  on  the  owners.  If  they  shoold  force  me  to  pay  $3  a  ton 
more  and  the  rest  of  the  coueamers  and  I  should  pat  in  an  apparatus  to  burn  soft 
coal,  or  if  that  wonld  be  impoeaible,  to  f^et  along  with  gas  or  oil  or  electricity,  I 
wonld  never  bom  another  ton  of  anthracite  coal.  They  wonld  kill  the  gooes  that 
had  laid  the  golden  egg.  It  is  the  tame  reliance  in  every  trade,  Wa  rely  on  one 
comer  grocery  to  keep  down  to  the  prices  of  the  other  comer  grocery.  The  same 
is  tme  with  every  bnaness,  that  onr  main  reliance  for  low  prices  is  on  enlightened 
aelfishneea, 

Q.  (By  Mr.  Ripi:ey.)  I  wonld  like  to  ask  yon  jnst  a  word  further  respecting 
that  sale  of  the  Central  of  New  Jeraey  to  the  Reading  Company.  Yon  say  that 
the  sale  was  made  to  a  New  Jersey  corporaion? — A.  No,  a  FennHylvanla  corpora- 
tion with  special  powers. 

Q.  Not  the  Philadelphia  and  Reading  Company,  which  is  a  Penn'svlvaniB  cor- 
poration. Will  you  STplaln?— A.  The  laws  of  the  State  of  Pennsylvania  under 
tiie  conatitntion,  I  believe,  prohibit  the  owning  of  mines  by  a  railroad  company. 
Wbattbey  did  dowastoorganlze  the  Philadelphia  and  Reading  Railroad  Company 
with  capital  stock,  the  Philadelphia  and  Reading  Coal  Company  with  capital 
Stocb,  and  the  Reading  Company,  which  owns  both  of  them. 

Q.  Certainly.  Do  I  understand  yon  now  that  this  sale  of  the  Central  of  New 
Jersey  has  been  made  to  another  corporaiion?— A.  No;  this  same  Reading  Com- 
pany that  owns  the  railroads. 

Q.  That  company,  then,  is  a  New  Jersey  corporation? — A.  A  Pen nsylvania  cor- 
poration, and  allowed  by  its  special  charter  to  own  the  stock  of  other  companies. 

Q.  And  tile  mining  company  and  the  Philadelphia  and  Beading  road  is  owned 
by  the  same  company?— A.  By  the  same  company. 

Q.  All  of  them,  however,  take  their  charters  from  the  State?— A.  In  that  sense, 
but  there  is  tbii  difference,  and  that  is  the  difflcalty  in  this  almost  ideal  plan 
that  I  am  spealiing  of,  of  commnnitv  of  interest  of  the  coal  companies,  which 
wonld  be  beat  for  the  community  at  targe,  that  the  minoritv  stockholders  are  in 
tbe  way.  Yon  can  not  tumthecoal,  aslsaid  before,  of  tbeCentralof  New  Jersey 
over  to  the  Lehigh  Valley,  or  the  Lehigh  Valley  to  the  Beading,  unless  you  own 
that  road  absolutely. 

Q.  'W^hat  wonld  be  the  remedy  for  these  minority  stockholders — the  courts? — 
A.  The  ccurta  are  very  jealous  of  tbe  rights  of  the  minority  stockholders. 

O.  Can  you  stat«  any  recent  case^rom  memory?— A.  Yee.  Of  course  it  would 
be  far  better  for  yon  to  get  th»  opinion  of  some  practical  lawyer.  The  only  case 
that  la  in  mymlnd  at  the  momentis  what  is  known  as  the  New  York  and  Putnam 
Railroad,  where  the  New  York  Central  bought  a  controlling  interest  and  fore- 
closed on  it,  and  the  courts  very  nearly  upset  it  on  the  ground  that  itwasa  wrong 
to  tbe  minority  stockholders.  All  this  involves  technical  points  which  I  am  not 
Siieaking  of  now,  but,  as  a  matter  of  fact,  the  conrts  are  getting  more  and  more 
jeilous  of  the  rights  of  the  minority  stockholder. 

Q.  The  primary  difficulty  of  abso1ut«  consolidation  of  these  interests  lies  in 
State  legislation  and  iu  the  situa  of  the  charters.- A.  On  the  general  proposition 
which  I  am  now  discnasing  tbe  State  of  Pennsylvania,  aa  is  true  in  a  great  mwny 
States,  is  very  much  down  on  monopoly,  and  tnere  ia  no  greater  monopoly  in  the 
United  States,  on  the  face  of  it.  than  the  anthracite  coal  field.  There  are  not  any 
otlier  anthracite  coal  fields,  and  some  of  ua  ate  bound  l;y  circnmstances  to  bum  it; 
but  I  think  that  the  only  hope  for  lower  coal  in  the  futnreis  through  such  a  combi- 
oatlon  of  intereets  in  the  anthracite  territory  as  will  allow  the  owners  to  produce 
that  ooal  obeaper,  and  tliat  can  not  be  done  the  way  the  work  ia  done  now. 
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e  preoent  time  upon  inTeatmente  made  by  thetse  raJlro&dH  and  coal  mining 
companies  to  Becnre  property  that  will  last  fifty,  sixty,  or  a  hundred  years? — A.  In 
Bome  caseei,  yea.  The  Keading  is  a  grmt  lllnBtration,  I  think  yon  bad  somebody 
before  yon  who  spoke  abont  tbat.  Mr.  Qowen,  thirty  years  ago.  began  the  plan 
of  bnying  np  the  ^operCiee  that  were  contignoos  to  tba  railroad.  He  bought  np 
coat  urnOB  tbat  w«r«  not  used,  with  the  ideaof  controlling  the  supply.  He  bonght 
land  that  was  not  worked,  and  ttiat  would  not  be  for  a  long  time,  and  he  tried  to 
get  freight  rotes  to  enpport  that  policy.  As  everybody  knows,  he  failed.  The 
road  was  reorganized. 
Q.  Was  that  the  reason  h«  failed? — A.  Undoahtedly  the  main  reason, 
Q.  Now,  have  yon  any  idea  as  to  how  much  a  ton  the  pnblic  pays  in  the  way 
of  charges  on  those  lands?— A.  Oh,  tbat  was  thirty  years  ago  I  am  talking 

9.  At  present  on  the  property  they  have  acqnired?~A.  They  do  not  pay  any- 
thing now. 

Q.  Don't  they  pay  a  royalty?— A,  It  does  not  make  any  difference  whether  yon 
pay  a  royalty  or  b<md  interest  to  bny  the  land;  there  is  no  dlSerence.  II  yon  bny 
coal  lands  and  work  them  and  put  ont  bonds  at  interest  andit  amounts  to  S.V>,(H)0, 
it  makes  no  practiual  difference  whether  yon  pay  that  |50,000  to  the  owners  of 
bonds  or  to  the  owners  of  the  railroads. 

Q.  What  I  want  to  get  at  is  this:  Whether  theee  people  hare  not  secured  a  mo- 
nopoly of  coal  lands  which  if  they  did  not  hold  other  people  would  work,  thereby 
making  the  price  of  ooal  lower  and  relieving  the  public  from  paying  charges  on 
their  investmente?— A.  I  do  not  think  that  that  is  practically  so  now;  it  was  when 
they  started  ont,  or  that  was  their  idea:  but,  aa  I  said,  they  failed.  It  might  pos- 
sibfy  be  true  tbat  if  there  were  50  roads  into  that  territory  and  aboat  a  fanndred 
different  people  working  those  mines  that  the  competition  between  those  people. 
if  snch  a  Hitttation  is  conceivable,  wonid  after  a  while  reduce  coal  to  a  small  prioe 

Kr  ton.but  it  would  only  be  for  a  while.    They  would  all  go  into  bankruptcy,  and 
e  situation  by  slow  degrees  would  come  around  to  where  we  are  now. 

Q.  Do  you  know  what  profit  tbe  railroad  companies  bave  in  coal  when  they  get 
here  to  the  seaboard  or  tidewater  and  sell  it?— A.  No;  I  do  not;  it  Is  impossible  to 
teU.  The  circnmstanoes  are  so  varied.  Eaoh  road  has  its  own  special  circum- 
stances. 

(}.  Yon  could  not  give  an  instance? — A.  I  do  not  think  it  would  Im  possible  to 
do  BO.  It  Is  understwd,  for  example,  tnat  the  Reading  minee  cost  more  to  operate 
<m  the  whole  than  some  of  the  others, 

~y  Mr.  RiPLSY.)  That  is  true  of  the  whole  Southern  Beld?— A.  It  is  true 
rhole  Sonthem  field,  the  Schuylkill,  for  instance. 

Q.  For  what  reason?— A.  It  is  the  general  difficulty  of  working  the  field,  and 
the  condition  in  which  it  is.  The  coal  is  slightly  different.  All  these  different 
fields  have  different  ctiaracterietics  of  coal, 

Q.  Do  yoo  mean  to  say,  then,  that  all  of  tbe  issnes  of  securities  orlgin^ly  made 
for  the  purchase  of  those  coal  lands,  in  order  to  hold  them,  hare  been  squeezed 
ont? — A.  SnlMtantially  so.  The  Reading  company  has  tieen  reorganizea  twice 
since  ttiat  time. 

Q.  Has  thit  effect  of  tbat  reorganlzatian  in  each  cose  t>een  to  decrease  the  volume 
of  stock  and  bonds  out? — A.  I  should  have  to  consult  flKures  before  auHwering  that 
qnestion.  That  Is  a  matter  of  record  I  do  not  remember:  but  in  any  case  it  has 
reduced  what  waa  at  one  time  absolute  fixed  cliarges  of  ttie  companies  to  contin- 
gent chargee;  ami  one  of  the  things  these  people  are  trying  to  do,  if  it  is  a  possible 
thing,  by  t hi scottim on ity -of -interest  Idea,  is  to  pay  9omel£ing  on  preferred  stock, 
for  example,  which  really  represents  old  liondsttiat  were  issued  and  the  holders  of 
which  suffered  a  pecnuiary  loss  through  the  policy  taken  at  that  time,  of  buying 
oat  more  property  than  they  could  carry. 

6.  Do  I  understand  you,  then,  tbat  one  reason  for  this  present  attempt  is  that 
sufficient  earnings  may  be  mnde  to  pay  interest  on  this  preferred  stock,  substi- 
tuted for  the  old  bonds? — A.  Tbat  I  tuink  is  a  fair  statement  of  the  case,  generally 
speaking,  of  not  only  tbe  Reading  company,  but  a  great  many  other  railroad  com- 

S antes  of  this  United  States.  The  railroad  officers  i  am  sure  feel  a  sort  of  obliga- 
on,  if  it  is  a  possible  thing,  by  fair  means,  to  pay  on  tbe  preferred  stocks  of,  say. 
the  Atchison  and  the  Union  PaciSc,  and  a  great  many  companies  of  that  kind  that 
hare  been  reorganized,  ttecanse  you  must  not  forget  tbat  following  1893  25  per 
cent  cf  tbe  raibroad  mileage  of  tbe  United  States  was  in  tbe  bands  of  receiver^. 
and  I  suppose  that  75  per  cent  was  seriously  affected.  30  that  100  per  cent  suffered. 
Q.  Togoback,  than,  to  this  particular  question.  Isltnotpossiblethattbeeffect 
of  acontmiies  resulting  from  combination  might  be  simply  to  pay  a.larger  return 

..i.C.otwIc 
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My  general  poaltiou  about  toat  it . 
shoemaker  can  inveut  a  procees  by  which  I  can  bny  my  Bboea  50  cents  cheaper, 
I  am  perfectly  willing  that  he  ebonid  have  10  or  16  oeots  estra  profit.  That  la  the 
general  economic  poeition  I  think  the  commnnity  Is  taking.  It  lies  at  the  bottom 
of  onr  patent  laws. 

Q.  Yon  will  acknowledge,  however,  that  there  is  a  large  volume  of  each  secnrl' 
tiee  on  which  intereat  is  not  paid,  which  are  vvaldng  for  retnrnB,  and  that  a  fair 
Inference  might  be  that  pconomies  would  yield  a  return  on  those  old  secniitiee 
rather  tban  i-ednce  the  price  of  caal?~A.  Yon  have  the  general  idea  that  if  yon 
can  redoce  the  price  ol  ooal;  ii'  you  can  give  a  little  higher  prioe  to  the  operatives 
and  a  tittle  dividend  on  some  of  these  eKchan^e  preferred  stocks,  you  have  In  such 
a  eltnation  a  consummation  devontly  to  be  wished. 

C,  Is  there  any  agency,  however,  which,  at  the  preeent  time,  represents  the 
pablic  direct'y  to  see  that  it  geU  that  50  cents  or  25  cents? — A.  No  more  than  in 
the  case  of  tht-  comer  grocery. 

Q.  And  ^on  think  the  secnrity  is  ample  in  tiiat  case? — A.  Withont  ai  this 
moment  going  into  the  general  qneetion,  I  think  In  the  anthracite  case  we  can  rest 
perfectly  Bnre  that  the  public  in  the  long  run  will  get  that  benefit.  At  any  rate. 
it  in  a  question  which,  in  my  humble  judgment,  could  not  be  taken  np  by  legisla- 
tors at  this  time. 

Q.  (By  Mr.  Kennbpy.)  If  all  the  railroads  should  get  into  the  anthracite  codl 
combination— they  are  interstate  carriers,  I  believe— woula  it  not  be  desirable,  in 
view  of  the  possibility  of  those  companies  potting  on  arbitrary  rates  for  carrying 
and  on  the  price  of  coal,  to  have  some  body  like  the  Interstste  Commerce  Commis- 
sion with  power  to  say  when  the  rates  are  loo  high  and  order  them  loweredy — A. 
To  answer  that  question,  I  would  like  to  call  yonr  attention  to  the  fact  that  great 
conHolidations  of  railroads  outside  of  the  anthracite  fields  are  now  in  process.  In 
my  humble  judgment,  that  is  a  part  of  the  general  question.  The  Interstate  Com- 
merce Commieedon  have  apparently  been  waiting  for  a  dozen  years  to  find  firm 
ground  on  which  to  plant  their  feet.  I  am  not  sure  whether  the  preeent  develop- 
ments will  not  finally  lead  to  jnst  exactly  the  basis  that  the  Interstate  Commnce 
Gommieaion  have  l;een  long  trying  to  find. 

Q.  Jnst  excise  me  there  a  minute.  Do  yon  mean  the  Interstate  Commerce  Com- 
mleeion  particalarly_  or  tjie  people  in  the  conutry  who  believe  in  the  Interstate 
Commerce  Commission? — A.  I  mean  both  together,  and  it  may  Ve  that  the;  may 
now  And  exactly  their  rlfiht  place.  I  am  not  at  all  Huie  that  that  is  not  a  good 
plan.  Perhapi  it  may  he.  On  the  general  question,  it  may  be  well  to  say  that  a 
good  many  or  ns  ore  glad  on  the  whole  that  it  is  a  matter  of  consolidation  and 
not  a  matter  of  pooling,  for  the  reason  that  the  pool  keeps  things  as  they  are.  It 
simply  sustains  prices;  it  is  in  the  nature  of  what  is  a  real  trust,  as  the  Standard 
Oil  was,  for  example,  while  consolidation  permits  economies,  and  it  is  only 
through  economies  that  we  can  hope  for  reduction  in  pricea. 

There  was  a  i-nuior  in  the  papers  the  other  day  that  one  large  industrial  com- 
pany had  bought  a  railroad.  Of  course,  as  we  all  know.  Mr.  Carnegie  has  long 
owned  the  road  from  the  lakes  to  his  woiIih.  Now,  if  that  road  is  booght  to  give 
his  own  road  low  freight  rates,  and  if  the  Interstate  Commerce  Commission  says, 
"Make  as  low  rates  on  your  own  road  ae  yoo  please,  but  give  the  other  people  the 
same,"  we  have  a  situation  that  is  good. 

Q.  (By  Mr.  Ripi.ey.)  It  is  abeolutelv  essential  to  that  position  that  the  Inter- 
state Commerce  Commission  have  sucn  power? — A.  Yee;  ae  to  how  it  ehould  be 
bronght  about,  that  ie  a  technical  question  I  am  not  going  into. 

Q.  Yonr  proposition  would  not  be  practical  unless  the  commission  had  anch 
power  in  some  way  given  it?— A.  I  did  not  mean  by  that  power  necessarily  to  take 
the  railroads  by  the  throat.  That  la  matter  for  discussion.  But  that  they  should 
in  some  way  have  an  even  thing.  From  the  point  of  view  of  the  public  I  do  not  see 
any  objection  to  it.  What  the  railroad  people  object  to  is  to  have  the  Interstate 
Ciimmerce  Commission  tell  tbem  what  todo;  tosay  tothem,  "It  is  law;  you  moat 
do'it;"  or  what  form  of  contract  they  should  make.  That  ie  the  general  proposi- 
tion of  the  railroad  people.  They  do  not  object  to  the  reasonable  scrutiny  of  the 
Interstate  Commerce  Commission  or  of  anybody  else. 

Q.  (By  Mr.  £BNHBDy.)  I  do  not  want  to  get  away  from  the  coal.  Iwanttogo 
back  to  it  after  a  while.  But  since  yon  touch  the  question  of  pooling,  I  want 
to  ask  yon  if  it  is  not  a  fact  that  the  consolidation  movement  which  ia  going  on 
in  railroads  at  the  present  time  is  not  making  the  question  of  pooling  an  obsolete 
one?— A.  Yes.  I  was  only  saying  on  the  whole  that  we  who  are  simply  interested 
In  the  general  question  are  rather  glad  now  that  the  pooling  law  did  not  pass, 
because  the  railroads  have  kieen  forced  into  this  position  of  consolidation. 
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Q.  How  have  the}r  been  forced? — A.  By  the  march  of  events. 

Q.  Axe  yoQ  familiar  with  the  labor  aituatioa  in  the  anthraoito  field? — A.  No; 
not  in  detail.  I  conld  not  eipreaa  any  opinion  about  it,  except  in  a  general  way. 
I  would  like  to  have  every  man  get  enongb  to  ^ve  him  a  fair  living  oat  of  it. 

Q.  Are  yon  in  favor  of  arbitration  of  great  diepates,  like  that  of  laat  fall  in  the 
anthracite  field? — A.  I  tun  in  favor  of  tbe  principle  of  arbitration.  As  to  exactly 
how  it  ehovld  be  applied  I  am  not  quite  certain  or  clear. 

Q.  What  would  yon  aay  to  a  concUtion  brought  abont  like  this;  Where  thereare 
tbree  partiea  at  intereat,  tbe  mine  owners  and  operators  on  one  side,  the  miners 
OB  the  other,  and  tbe  pnbbc;  where  there  is  a  cessatioQ  of  work  and  tbe  public 
snfFeTB.  and  one  or  the  other  of  tbe  two  first-mentioned  parties  is  obdurate  or  stiff- 
necked  and  balds  out,  allowingtbe  pnblic  to  aaffer,  tbey  tbemselves  suffering  more 
than  anybody  else,  perhaps,  do  you  believe  that  under  tbose  circumstances  there 
should  be  some  fori'e  which  would  compel  the  settlement  of  that  difflcnlty,  some 
legal  force? — A.  That  is  a  tongb  qneation.  If  settlement  coald  be  farongbt  abont 
by  the  preasoTe  of  public  opinion,  of  course  that  wonld  be  the  bent  solution  of  it. 
^niat  is  not  always  possible.  One  solutioa  that  has  often  been  anggeeted  is  tiiat 
the  labor  union  ahoald  be  incorparated  and  be  made  reeponsible  parties  for  their 
part  of  the  contract,  so  that  when  yon  did  make  an  agreement  you  wonld  have 
some  bod}-  you  conld  deal  vritb.  I  think  everybody  that  is  familiar  with  the  alt- 
nation  is  m  favor  of  a  union  of  tbe  labor  forces  in  some  way, 

Q.  Ton  think  that  as  desirable  as  tbe  union  oC  capital?^A.  Yes;  they  should  la 
some  way  agree,  I  think  it  is  also  generally  admitted  that  tbe  workingman  haa 
an  ethical  right  to  some  consideration  by  his  employer  as  a  matter  of  boslneee  on 
tbe  part  of  tbe  employer.  It  is  very  difflcnlt  to  say  how  that  shonld  be  brooght 
about.  You  can  not  give  tbe  bnsineBS  over  into  tbe  bands  of  the  trade  nnioni. 
If  yon  do  that  yon  have  the  position  they  have  in  Great  Britain,  where  they  have 
practically  stopped  all  improvements  in  machinery.  Where  the  dividing  line 
shonld  be  drawn  is  a  qneation  which  I  have  no  offband  opinion  on. 

Q.  Yon  sav  tbe  labor  orgonizationssbonld  have  some  consideration  at  the  handa 
of  their  employers.  Do  yon  not  think  they  should  have  a  full  and  eqnal  voice  In 
fixing  tbe  wages  and  the  boura  of  work  and  tbe  conditions  under  which  they  shall 
work?— A.  I  am  not  sore  that  the  beet  pl^in  is  not  a  conncil  of  persons  on  both 
sides,  who  shonld  discuss  these  matters  without  absolute  power  to  fix  terms.  If 
the  trade  unions  ore  wrong  and  insist  upon  tlieir  demands,  they  ought  not  to  have 
their  way:  and  if  tbe  employers  are  wrong  and  insist  upon  theirs,  they  ought  not 
to  have  Uieir  way.  Now,  which  is  right  is  the  question.  It  depends  on  circnm- 
stances.  In  some  places  it  may  be  one  way,  and  sometimes  it  may  be  the  other. 
I  ahonld  suggest  conciliation,  if  it  is  possible,  to  save  tbe  qoestion  of  arbitration. 

Q,  (By  Sir.  RiPLKY.)  The  statement  is  (reqnently  made  pnblicly,  and  has  been 
made  before  this  commission,  that  the  several  mining  companies  mine  at  a  loea, 
hnt  that  they  make  up  that  loss  by  the  profit  on  transportution.  Will  yon  say 
anything,  without  specif  ying  names,  as  to  the  practice  in  keeping  acconnts  between 
the  railroad  and  theijubeidiary  mining  company.' — A.  Why,  the  accounts  ought  to 
be  distinct  and  thecompanies  treated  as  separate  off  uirs.  Asamatterof  factitcan 
not  be  done  In  that  way  in  the  anthracite  regions.  If  you  will  recollect.  I  said  a 
moment  ago  that  therailruad  companies,  in  order  toget  tonnage,  operated  the  mines 
alongside  of  their  road  at  a  disadvantage  of.  perhaps,  50  cents  a  ton,  let  ns  say. 
They  are  operating  tbe  mines  at,  say,  a  coat  of  S3  per  ton  in  order  to  get  tonnage, 
while  across  tbe  river,  a  mine  la  operated  at  $1.50  a  ton. 

Q.  Does  that  statement  mean  that  there  is  an  absolnte  loss:  that  is  to  say.  that 
for  each  ton  of  cool  the  wages  paid  ont,  the  railroad  operating  expenses,  interest 
charges,  ete. ,  amount  to  more  than  the  price  which  is  credited  by  tbe  transporta- 
tion company  when  it  takes  the  coal? — A.  That  might  be  true  of  some  specific 
collieries,  Uf  course  yon  can  not  find  out,  becanse  nobody  can  get  st  those 
accoimts.  I  do  not  know  whether  the  people  themselves  know.  It  might  be  trne 
of  some  specific  collieries,  and  I  do  not  doubt  that  it  is  trne  at  cert£n  specific 
times  of  the  year.  It  is  an  extremely  difBcnlt  thing  to  do,  to  keep  the  acconnts  of 
a  mine;  it  is  exceedingly  difficult  to  keep  track  of  tbe  operating  expenses. 

Q,  Can  yon  specify?— A.  There  is  a  certain  amount  of  work  at  every  mine  that 
must  be  done,  what  tbey  call  dead  work,  and  which  has  no  direct  relation  to  the 
amonnt  of  coal  yon  are  going  to  get  out.  They  must  fill  out  chambers,  and  make 
track,  which  work  does  not  bear  directly  npon  thesale  of  coal  at  the  mouth  of  the 
mine.  Now,  it  is  a  matter  of  opinion  whether  all  of  that  labor  shonld  be  charged 
to  improvements  of  the  mine  or  all  of  it  to  operating  expenses,  or  half  and  halt 

Q.  It  seenLS  all  of  it  should  be  charged  to  the  mine,  and  not  to  the  railroad? — A. 
Yee.  You  are  asking,  thongh,  whether  the  mine  is  profitable.  It  all  depends  on 
what  is  the  prcmer  way  to  keep  the  accounts. 

Q.  (By  Mr.  C.  J.  Harris.)  Do  any  of  the  companies  take  any  aooonnt  of  Om 
tact  that  the  minea  will  be  exbaosted  within  a  limited  time?— A.  Very  (nr  of 
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them  indeed.  In  the  anthracite  field  there  la  an  aTnolnte  limit  to  the  amoimt  of 
coal  70a  can  get  out  of  it. 

Q.  Have  yon  ever  Been  Mtimatee  which  In  yoor  jndgment  are  reliable  as  to  the 
possible  life  of  the  anthracite  field  at  He  preeent  rate  of  pTodnction? — A.  Oh,  the 
eetimatee  differs  greatly.  I  have  been  told  by  the  people,  I  am  not  an  enKinwr, 
and  can  not  say  of  my  own  kDowledge.  I  havB  been  told  by  the  people  that  it  will 
vary  from  50  lo  IW  years. 

CJ.  That  150  years  -would  be.  perhaps,  the  maximnin? — A.  Well,  tiiat  la  ]ieii«ral 
opinion,  it  is  exceedingly  difficult  to  tell  how  mnch  of  the  ooal  tliere  may  bet 
Some  of  the  coal  is  all  ^ood  coal,  fine  coal,  and  easilv  mined.  Bye  and  bye  we 
shall  get  into  the  more  difficult  operationB,  where  it  will  coat  more  money  to  mine 
that  coal  nndoabt«dly. 

Q.  (By  Mr.  Kkhnedv.)  Hareyonany  testimony  tooSer  on  theanthracitesitna- 
tion  that  has  not  been  bronght  out?— A.  I  do  not  thinb  so.  It  would  r«qaire  a 
discoBsion  of  detail,  and  I  tbmb  in  this  particnlar  tjie  time  is  limited,  and  it  woald 
be  well  to  confine  the  matter,  with  your  kind  permission,  to  general  statements  of 
this  kind.  Of  tonrse  the^e  are  general  stat^enta.  and  the  facts  vary  in  each 
case,  as  yon  will  readily  understand,  according  to  each  railroad  and  each  propo^. 

Q.  (By  Mr.  RirLBv.)  Have  you  any  knowTadge,  acquired  not  from  particolar 
sources  but  from  the  preea  and  other  ways,  of  the  natore  of  the  sale  of  the 
Pennsylvania  Coul  Company  to  the  Erie  Railroady— A.  No;  I  only  know  what 
the  street  has  said — what  has  been  pabliBhed  in  the  papers.  I  take  it,  however, 
tiiat  it  is  a  part  of  the  same  general  plan— commonlty  of  interest. 

(j.  1  refer  particniarly  to  the  finanoial  method  of  effecting  that  pnrchaee. — A. 
Why,  somebody  with  a  whole  lot  of  money  had  to  arrange  for  it  and  take  Om 
financial  responsibility.  It  is  so  tremendous  a  transaction  that  the  ordinary  man 
is  lost  In  it 

U.  Yon  have  no  statement  in  that  connection  t^t  wonld  be  nsefnl,  wlttiont  vio- 
lating any  confldenoe  at  tdl?— A.  No;  I  think  not.  I  think  it  is  a  step  in  this  com- 
mnnity-of -interest  idea,  which  I  have  jnst  said,  to  be  completely  sncceasfnl  should 
he  merged  into  ownership.    It  does  nnite  two  properties. 

Q.  Have  yon  a  knowledge,  acquired  from  pnblic  sonrces,  as  to  the  price  that 
was  paid  for  the  securities? — A.  Nothing;  only  what  the  newspapers  have  said. 

<j.  May  I  ask  whether  that  price,  as  yoa  remember  it,  was  high,  as  compared 
with  prices  prevfiling  in  previous  years'  Or,  putting  it  in  Ani:ther  way,  without 
specifying  any  partloular  company,  where  these  consohdations  take  place  are 
prices  as  a  rale  rather  above  the  average  of  a  long  term  of  years,  or  not? — A.  I 
should  say.  on  the  whole,  they  are  sllghUy  above.  Usually  iba  holders  of  large 
omonnte  of  stock  ore  unwilling  to  sell  at  market  prices.  Let  as  take  for  example 
the  case  of  the  Central  of  Mew  Jersey.  The  stooK  of  that  company  has  not  been, 
perhaps,  quite  as  high  as  the  price  paid:  bat  that  company  owns  moat  valuable 
possibilities,  incl  uding  terminal  lands  on  the  Hudson  River,  which  ore  now  unused; 
and  it  would  be  perfectly  proper  tor  the  owners  of  that  company  to  say  that  if 
they  sold  oat  to  somebody  who  could  use  those  facilities  they  should  be  allowed 
for  tbem. 

Q.  Might  it  not  depend,  however,  as  to  the  expediency  of  the  price  paid,  on 
whether  that  purchase  was  made,  as  is  said,  at  the  top  of  the  market — that  Is, 
when  average  prices  are  hieb  all  through  the  range  of  public  aecuritiee— or  whether 
it  were  mode  at  a  period  of  public  depression?— A.  Of  course  the  price  of  stock  is 
on  important  factor,  but  the  qaeetlnn  when  the  circumstances  will  allow  you  to 
make  use  of  a  property  is  an  equally  important  factor. 

Q.  The  point  1  wish  to  get  at  is  this:  Whether  consolidation  effected  at  a  mar- 
ket where  a  very  high  range  of  prices  prevails  would  entail  a  heBvjr  burden  upon 
the  capitalisation  of  that  purchase  in  future  years  when  the  business  becomes 
less?— A.  That  is  the  business  of  the  financial  people  to  det«rmine;  and  as  they 
are  long  experienced  in  the  business,  it  is  fair  to  assume  that  they  see  their  way 
clear  to  make  a  profit  ont  of  the  investment.  If  I  may  tun;  for  an  Illustration 
from  the  anthracit«  field  for  a  moment  back  to  the  trolley  companies,  which  is  a 
common  case:  Two  companies  are  operating  in  different  sections  of  a  city.  Some- 
hndy  comes  along  and  gets  an  option  to  irny  them  out.  Maybe  the  stocks  ore  sell- 
ingat  par.  Those  people  see  thatbyputtinK  them  together  they  will  create  troiBc, 
and  render  the  stock  worth  IM.  They  can  well  afford  to  pay  100,  what  it  is 
worth  to  the  owners,  with  the  Idea  of  getting  150  for  it.  That  is  a  perfectly  legit- 
imate tranaactioD. 

Q.  Snppose  we  asanme  two  railroads  coniing  together;  assume  they  can  make 
thestock  worth  150  where  it  was  llK)  before.  Does  not  that  Imply  that  the  M)  is 
going  into  the  pockets  of  the  people  effecting  theoonsoUdation,  instead  of  the  eerr- 
fce?— A.  It  you  take  it  in  that  way  it  might  be  so;  bat  the  history  of  all  railroads 
is  that,lneplteof  it,  the  pnbiic  will  get  the  benefit  in  increased  train  service.  Take 
the  case  of  the  Oentrol  of  New  Jersey.    Let  na  sappow— I  do  not  know  anything 
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about  that,  but  let  ns  aaanine  tar  a  moment  that  the  people  wantod  a  very  larxe 
p\atx  oa  tide  water,  where  they  could  handle  a  large  amonnt  of  coal.  Tbe  tide- 
water  raoilidee  of  the  Central  of  New  Jersey  would  give  them  somethlag  they 
never  could  get  without  it.  Let  us  assniue  that  for  a  moment.  Now.  they  conid 
well  afford  to  pay  15  points  above  the  market  for  each  a  privilege  as  that;  and 
that  wonld  result  in  the  long  ran  in  this  very  rednction  of  pri<»  that  we  have  been 
talking  about. 

Q.  (By  Mr.  C.J. Harris.)  In  the  caae  of  moet  of  these  recent  recapitalizations 
of  coal  companiee,  are  they  not  very  largely  overcapitalized,  in  comparison  with 
their  real  vulne?— A.  I  think  yon  will  have  to  ask  some  etockbroker  about  thaL 
It  1b  a  qacHtion  what  you  mean  by  real  valne. 

Q.  I  supposed  yon  had  in  yonr  bnainess  actnal  estimates  of  the  real  values  ot 
many  of  these  companies,  nud  could  give  them  without  going  Into  details. — A. 
There  is  do  such  thing  as  "actual  value."  considering  these  companies. 

Q.  There  ought  to  be,  ought  there  not?— A.  No;  it  is  impossible,  if  you  mean  by 
actnal  value  tbe  reproduction  of  the  roadbel  and  the  care.  etc.  It  would  require 
a  very  accurate  eiamination,  and  no  one  wonld  have  a  right  to  an  opinion  without 
an  examination.  I  question  whether  you  can  build  a  road  into  the  anthracite 
field  for  less  money  now. 

Q.  The  intent  of  the  question  is  to  determine  what  price  should  be  charged  for 
a  certain  commodity.  The  qneetion  of  Che  value  of  the  plant  and  of  the  company's 
Interest  on  it  wonld  also  have  to  be  taken  into  consideration,  would  it  not? — A.  I 
do  not  think  so.  I  do  not  think  that  the  valne  of  the  plant  is  a  consideration  for 
the  legislatare.  I  do  not  think  that  it  is  a  very  important  conside ration  for  the 
investor,  and  perhaps  I  may  be  talking  hearsay,  but  I  think  if  the  legi-laturee 
would  keep  in  mind  the  investor  they  would  help  to  solve  a  great  many  of  the 

firoblemsof  the  consumer,  Inotherworda,  if  amanis^ingtorobthecommauity, 
Bt  us  say,  by  coal  or  freight  or  whatever  else,  he  does  it  with  the  object  of  making 
money;  and  undoubtedly  the  only  way  he  can  make  money  is  by  unloading  that 
stock  on  tbe  public  at  high  prices.  Now,  if  you  can  have  a  statement  or  some 
means,  by  examination  of  the  affairs  of  that  company,  that  show  ita  great  earn- 
ings are  on  a  false  basis,  and  destroy  the  possibility  of  that  man  selling  his  stooli 
at  an  eiorbitant  price  to  the  investor,  you  kill  the  motive. 

Q.  Suppose  the  cost  of  the  railroad  is  fairly  represented  by  its  J>anded  indebted- 
ness. It  has  besides  itc  bonds  large  amounts  of  preferred  and  common  stock. 
Now,  then,  in  the  making  of  its  rat^  of  freight,  what  proportion  should  be  given 
to  preferred  and  lo  common  stock,  which  has  no  standing,  yon  might  say?— A.  I 
do  not  think  that  that,  if  you  will  allow  me,  is  a  correct  statement  of  the  indus- 
trial eitnation. 

Q.  If  yon  will  excnse  me.  that  has  been  taken  Into  consideration  by  the  Inter- 
state Commerce  Commission, — A.  I  am  aware  of  it,  and  think  they  made  a  very 
serious  mistake. 

Q.  Why  so,  if  yon  please?— A.  I  am  familiar  with  a  great  many  buainesaos.  I 
have  had  occasion  to  know  something  abont  them,  not  only  recently,  bnt  extending 
over  a  number  of  years.  I  find  it  is  the  universal  opinion  of  people  making  large 
inveetmentatbat.consideringthe  risks  of  their  business,  if  they  can  not  mnke  13  or 
13  per  cent  on  the  actual  investment,  they  would  better  lend  out  their  money  on 
bond  or  mortgage  and  go  onl  of  business,  and  let  somebody  else  take  it  that  can  do 
it.  That  is  the  general  situation  among  all  theindustriesof  the  country.  Take  a 
mill:  A  man  that  can  not  make  IS  per  cent  on  the  cost  of  the  mill  vconld  better  go 
out  of  business.  That  is  tho  general  condition  of  the  community.  Now,  if  you 
ask  that  man  to  come  to  New  York  to  arrange  for  a  corporation  to  take  over  his 
mills,  he  wants  to  issue  bonds  and  stock.  What  can  he  issue  bonds  for?  Onlyfor 
the  value  of  his  mill.  What  shall  he  do  with  the  rest  of  his  earning  I'apacity? 
Be  has  got  to  issue  stock  for  it.  You  are  forced  into  this  condition;  Here  is  the 
mill,  worth  $10U,000;  it  is  earning  $13,000.  He  can  not  issue  bonds  for  more  than 
SIOO.OOO,  and  6  per  cent  on  that  is  $6,000,  What  shall  he  do  with  the  other  It? 
Issue  common  stock  on  it.  There  is  no  other  way  to  do  it.  In  the  judgment  of 
the  ma.iority  of  the  financial  people  that  is  a  perfectly  legitimate  transaction. 
Nobody  is  deceived.  The  mill  is  legitimately  earning  $6,000  over  the  face  of  its 
bonds.  Theonlywaytodothisi8toputbondBonforS100,000,andat4x;ksfor$100,000 
more.  Of  course  that  stock  is  called  water,  but  1  do  not  think  that  is  a  correct 
term  to  apply  to  it.  That  is  a  capitalization  of  the  earning  capacity  of  the  mill, 
which  is  represented  in  our  financial  scheme  by  common  stock.  Whoever  receives 
common  stock  finds  written  all  over  it  the  contingent  valne  of  that  property.  It 
Isa  perfectly  legitimate  transaction,  Theonly  thing  is,  like  everything  else,  when 
a  man  goes  to  organize  that  mill  he  may  put  ^OO.OUO  on  it.  owing  to  the  difficulty 
of  valuing  it  and  the  ease  with  which  formerly  any  amoont  of  stock  could  be  put 
onit.    lou  can  not  do  it  now. 


T.   L.'gEEENE: — REGULATION    OF   CORPORATIONa.  477 

Q.  Tbeprice  in  the  market,  I  suppose,  wonld  le^Ute  tbst?— A.  Yoa  can  not  do 
that  in  Wall  street  to-day. 

Q.  (ByMr.  CoNHEK.)  Would  it  not  be  possible  to  issne  all  stocks  and  no  bonda? — 
A.  Oh,  certainly;  hut  there  la  an  economic  differencfl.  You  can  borrow  money  at 
4  or  5  per  cent  if  you  are  earuiog.  say.  8  per  cent  on  $200,000  and  yonr  stockholder  is 
getting  6  per  cent  dividend.    Now,  if  yon  can  tnm  aronnd  and  issne  (100,000  at  4 

Ear  cent,  yonr  Bto:'k  is  getting  8  per  cent,  don't  you  seei'  In  other  words,  the 
Qancial  point  is  that  there  are  twoclussesof  people  in  thecommnnity— one  which 
wants  a  sate  investment  and  is  willing  to  ^e  a  low  Interest;  the  other  wants 
more,  but  is  willing  to  take  a  little  risk. 

Q.  In  financiering  these  corporations,  both  industrials  and  railroads,  do  the 
present  laws,  in  yonr  opinion,  snfficiently  protect  investors  as  resards  tbe  repre- 
sentations tbnt  may  be  made  or  that  should  be  made  in  the  prospeotnses  of  these 
concerns?— A.  On  the  whole,  no.  I  do  not  know  that  they  do.  As  a  matter  of 
fact,  Wall  street  has  hud  some  hitter  experiences  lately,  and  there  is  a  much  greater 
protection  in  the  conservatism  of  Wall  street  than  there  U  in  the  law. 

Q.  Can  yon  cite  an  example  of  one  of  these  experiences  that  you  mention  that 
Wall  street  has  had?— A.  I  think  it  would  be  letter  10  let  it  go  as  a  general  state- 
ment, if  yon  do  not  mind,  because  some  of  these  things  I  would  not  want  to  refer 
to  particnlarly.  I  need  only  ask  yon  to  look  at  the  quotations  of  some  of  tbe  indus- 
trial stocks  that  were  Hoat«d  in  1699. 

Cj.  (By  Mr.  KcNNEDV.)  You  made  a  comparison  between  what  Wall  street  is 
doing  and  what  the  law  is  doing?— A.  1  meant  by  that  that  it  was  a  very  difGoult 
thing  now  iu  Wall  street  to  form  an  industrial  comliination,  let  us  say.  except  on 
the  most  conservative  lines;  so  that  while  the  law  does  not  protect  tbe  investor 
any  more  now  than  it  did  two  years  ago,  yon  can  not  get  a  banking  bouse  in  Wall 
street  to  issue  an  uncertain  security.  Tiie  banking  nouses  won't  do  it,  and  the 
investor  would  not  buy  it.  Therefore  tbwe  is  more  protection  just  now  than 
^hrongh  the  law. 

Q.  You  mean  to  say  that  the  States  which  have  branched  out  libersllv  in  their 
laws  in  imitation  of  New  Jersey  receive  no  comfort  and  support  from  Wall  street 
now,  do  you?— A,  No,  There  is  no  complaint  about  the  laws  of  New  Jersey  that 
I  know  of.     The  rule  is,  "  Let  the  bnyer  beware." 

Q.  (By  Mr.  CON(iER.)  Now,  touching  those  laws  of  New  Jersey  for  a  moment, 
inasmuch  as  yon  have  spoken  of  them,  do  yon  think  the  rights  of  the  individnul 
shareholder  there  are  snfBciently  protected?— A.  In  this  sense,  as  I  say,  yon  are 
notified  that  yon  must  beware  of  the  matter.  There  is  no  pretense  to  keep  tbe 
people  from  buying  common  stock  when  they  ought  not  to,  or  anything  of  that 

S.  Under  the  laws  of  New  Jersey,  at  the  present  time,  under  which  the  corpo- 
ons  are  organized,  is  it  not  possible  for  the  management  of  a  corporation,  being 
in  the  saddle,  so  to  speati.  to  so  continue  without  actually  holding  a  majority  ol 
the  stock? — A.  Not  when  anybody  wants  to  tnrn  them  out;  no. 

Q.  Are  there  any  regulations  or  methods  by  which  a  stockholder  can  leom  all 
the  names  and  addresses  of  the  several  Btoi'khoiders-can  learn  who  they  are? — 
A.  I  believe  no.  It  Is  hedged  about,  you  know.  The  difflcnlty  is  that  somebody 
will  hny  a  few  shares  of  stock  in  order  to  maVe  troub'e  for  them.  At  least  that 
is  what  tbey  are  afraid  of.  Tbe  gennine  stockholder  can  fcenerally  get  all  the 
Information  he  wants.  What  tbecorporationsareafraidof  IB  tfaemau  who, from 
ulterior  purpost^,  buys  np  stock  and  then  asks  for  the  books  in  order  to  create 
sentiment  ageinst  them. 

Q.  It  is  customary  for  t 
to  send  ont  blank  proxies 
Intely  dependent  on  that  system  for  an  election, 

Q.  Do  yon  know  whether  the  lists  of  any  of  these  uorporauons  can  oe  seen  oy 
any  other  shareholder  than  the  officers?— A.  I  would  refer  yon  to  some  of  these 
companies'  lawyers  for  it,  the  eiact  legal  situation;  but  a  legitimate  stockholder 
can  get  a  reusonable  amount  of  information  if  be  goes  the  right  wny  about  it. 

(ij.  (By  Mr.  RlrLKv.)  Including  the  names  of  the  other  stock hoUers.'  That 
is  the  vital  point.— A,  I  won't  express  an  opinion  on  that  point,  a*  I  am  not  a 
lawyer.  Last  year  there  was  introduced  into  the  State  legislature  of  New  York 
a  law.  which  it  is  understood  was  prepared  In  a  measure  by  Prolessor  Jenks  of 
your  commission,  and  whith  was  intended  to  cover  that  point,  that  there  should 
be  en  otSce  kept  where  the  stockholders'  books  shonld  be  kept  on  view. 

Q.  (By  Mr.  Conoer.)  My  question  was  to  lead  up  to  that  one— whether  your 
experience  would  lead  you  to  favor  the  enactment  of  some  legal  requirement  by 
which  a  shareholder  should  have  the  right,  upon  demand,  to  have  tbe  nee  of  a  liffl 
of  his  fellow  shareholders? — A.  There  are  a  number  of  instances  in  New  York  iState 
in  which  the  corporatioDS  which  are  themaelvee  shareholders  are  apparently  not ' 
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■go  was  intonded  to  ^low  the  corporatioDS  to  do  honeetl;  and  legitimately  it 

for  eiampls,  tbey  can  not  now  do,  provided  they  wonld  make  a.  clean  breast  of 
what  they  were  doing.  That  was  the  Kiat  of  the  bill.  It  was  the  old  idea  of 
publicity  through  an  examination  of  the  affairs  of  the  company  by  qnalified 
a^perts. 

Q.  ( By  Hr.  Riplet.  )  Yon  spMik  of  the  laws  of  New  York  prohibiting  the  hold- 
ing of  stock  of  one  corporation  by  another.— A.  That  is  the  way  I  andra^tand  it. 

Ij.  Such  holding,  however,  is  permitted  in  the  laws  of  New  Jersey,  and  is  the 
essence  of  the  anthracite  coal  financial  sitnation?^A.  Certainly. 

Q.  Wonld  that  be  tme  of  PsDnaylvania  also?— A.  I  am  not  qnalified  to  speak. 
I  do  not  know  the  laws  of  Pennsylvania;  bnt  I  think  not. 

Q.  (By  Hr.  Ebmnedy.)  Is  it  tme  that  the  transfer  books  and  lists  of  stock- 
holoerB  and  other  oooka  of  theoe  great  New  Jersey  ooiporatlons,  which  a 


posed  to  be  In  the  offices  in  New  Jersey,  and  shonldbs  there  under  the  law  of  New 
Jersey,  are  actnally  in  New  Y<vk  City?— A.  No;  they  are  over  in  New  Jersey. 

Q.  Is  it  not  tme,  or  is  it  tme,  that  at  one  time  they  were  not  there,  and  when 
on  Investigation  was  sopposed  to  be  tmder  way  great  express  wagonloads  of  tbem 
were  taken  from  New  York  and  pnt  in  thorn  temporary  ofQces  in  New  Jersey?— 
A.  I  do  not  know  abont  that.  Most  ot  the  coiporations  I  know  of  are  law  abid- 
ing. They  have  their  records  and  ofQces  in  New  Jersey.  Some  of  them  have 
directors  there.  I  know  that  special  casee  have  arisen,  tmder  the  old  condition  of 
things,  where  they  held  the  corporation's  books  there.  I  mean  they  had  small 
offices;  the  clerks  are  not  there,  yon  nnderstand.  bnt  enough  of  the  corporation 
macblnery  Is  there  to  satisfy  the  law.  Tlie  president  has  to  be  where  the  bnsinees 
is  »tog  on— in  New  York  Cl^,  yon  know — bnt  the  stock  books  are  nsnaUy  kept 
in  New  Jersey,  and  so  far  as  Ik&ow  the  corporations  do  carry  ont  the  law  f  aitn- 
fnlly.    I  never  knew  anything  to  the  contrary. 


taaTetakenjnstonepoint  in  a  very  big  corporation  question.    The  way  to  do  tJ 
in  my  jodgment,  would  be  to  recast — if  yon  are  speaking,  for  example,  of  New 
York  (Sty — all  of  the  corporation  laws;  not  only  that,  bnt  other  things. 

Q.  What  other  things?- A.  Holding  of  stock,  for  instance.  I  believe  yon  have 
a  process  to  get  at  the  stock  books  of  corporations  In  New  York. 

Q.  Is  it  not  practically  impossible  nnaer  the  New  Jersey  laws  for  stockholders 
out  of  harmony  with  the  management  of  a  corporation  to  learn  of  the  holdings  of 
other  members  in  that  corporation  to  the  end  that  they  might  pnt  np  another 
ticket  for  officers  and  directorB?—A.  I  have  hod  the  people  speak  tome  alxjRt  that 
matter  a  number  of  times.  Thsy  have  always.  I  think,  without  exception  told  me 
thata  bona  fide  stockholder  coald  go  into  the  office  and  get  all  the  inTormation 
be  wants,  but  tbey  do  not  want  Smith,  Jonee.  or  Brown  to  get'a  list  and  put  np  a 
gataie  by  which  he  would  have  to  be  bongbt  ont  at  the  cost  of  a  number  of  thou- 
sands of  dollars.  Now,  if  yon  can  devise  a  scheme  by  which  a  stockholder  can 
get  all  the  information  he  onght  to  have  and  so  the  speculator  can  not  take  nn 
advantage  of  it,  I  think  that  is  alt  you  can  ask  for,  and  I  think  every  corporation 
will  immediately  accede  to  it. 

Q.  Do  yon  think  the  pnrpone  or  intention  of  the  man  who  is  a  bona  &de  share- 
holder should  be  token  into  consi^leration  when  he  applies  for  a  lint  of  his  fellow 
sbarebotdetaf- A.  Certainly;  there  is  the  difficulty.  Imaybewrong  iibouC  it,  bnt 
as  B  matter  of  foot,  offlcen  of  corporations  have  again  and  again  stated  to  me 
on  that  subject  that  the  people  who  desire  to  look  at  their  books  and  moke  a  row 
about  their  affairs  are  the  people  who  do  not  own  any  stock,  according  to  the  rec- 
ords.  There  are  a  great  many  people  in  the  city  of  New  York  who  makeabnei- 
nessof  goingoronndand bylng  to  obetmct  something  or  other,  by  reason  of  which 
oba&uction  they  shall  be  bought  off.  Obstruction  is  considered  in  Wall  street  a 
legitimate  thing  if  it  can  be  done  fairly.  The  right  shonld  be  hedged  so  that  it 
is  not  possible  for  speculators  to  take  advantage  of  it.  That  is  the  cros  of  the 
wbole  controversy, 

r     izcdbvCiOOglc 
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Q.  Ah  to  the  fin&ncial  reportB  of  the  different  cortwratioiii.  do  ^a  tbink  that 
those  Eire  made  in  Bofflcieat  detail  At  the  present  time  to  the  sharebolders?  In 
other  words,  how  far  into  detail  shonld  finaniaal  reports  of  corporatlonB  be  made 
to  the  metnbera  thereof?— A.  That  is  a  qneetion  on  which  I  have  been  obliged  to 
sire  a  good  deal  of  thought.  Practically,  my  experience  is  that  when  a  partner- 
ohip  is  turned  into  a  corporation  it  does  not  lose  at  all  its  boainess  position.  It 
has  changed  Its  form,  bnt  its  bnsiness  poeltioD  is  the  same  as  before.  But  nobody 
a^B  a  partnersliip  to  ^ve  nndne  infonnatioD.  Jost  the  moment,  however,  it 
becomes  a  corporation  information  is  ashed  for.  Uen  do  not  wish  to  give  away 
their  seorets  anymore  under  those  conditions  than  they  do  when  in  a  partnerabip. 
There  is  the  conflictinf;  sitnation,  A  railroad  is  qnite  difFereoL  It  does  not  make 
any  difference  what  the  New  York  Central  showsin  its  acconnts;  nobody  is  going 
to  onild  a  road  alongside  oF  it.  Bat  an  ordinary  small  corporation  is  pnt  lo  a 
aerions  disadvuntage  by  showing  what  Its  sales  are  and  what  it  earns,  that  some- 
body aronnd  the  comer  can  nse  to  his  advantage.  It  has  once  or  twice  been  the 
case  that  the  Andit  Company  of  New  York  has  examined  the  affairs  of  these  cor- 
pcvations.  and  certified  that  the  earnings  have  been  eo  mnch,  witbont  giving 
details.  That  has  been  saggeated  once  or  twice  as  a  way  ont  of  that  difBcntty . 
Thepeople  then  wonid  believe  the  namings  were  fair,  that  is  to  say,  wonid  have 
connaence  in  tbe  statement;  and,  on  the  other  hand,  there  wonld  not  be  a  state- 
ment of  all  tbe  secrets  of  the  corporation.  The  Pressed  Steel  Car  Company  is  an 
instance  immediately  in  point,  which  has  jnst  been  issuing  ita  bonds  on  snch  a 
statement 

Q.  Is  it  or  is  it  not  r  fact  that  charges  are  frequently  made  to  assets  that  shonld 
go  to  operating  eipensesr— A.  It  sometimes  is  the  caee. 

Q.  Is  that,  in  yonr  opinion,  done  at  times  with  honest  intent,  or  in  ignorance, 
or  sometimes  with  fraudulent  Intent?— A.  I  am  very  glad  you  ashed  the  question, 
I  am  glad  to  bear  testimony  from  practical  experience  to  tbe  fact  that  tne  great 
majority  of  the  people,  as  merchants  and  traders,  in  this  country  are  bonesL  I 
am  glad  to  malie  that  statement.  They  are  honest.  They  differ  slightly  among 
tbemaelvee  as  to  what  their  profit  is.  That  Is  the  diffe:'ence.  They  very  often, 
with  the  beet  intentions,  but  in  Ignorance,  make  statements  which  are  not,  com- 
merclRlly  speaking,  correct,  but  which  they  honestly  believe. 

Q.  These  mistakes  in  boahkeepiuK  then  are  frequently  made  in  ignorance  rather 
tbsa  with  frandnlent  intent?— .A.  Yes.  The  result  to  tbe  investor  is  the  same. 
There  is  a  saying  In  Wall  street  that  tbey  do  not  know  which  is  worse,  a  hnave  or 
a  fool.  A  knave  they  can  gnardaguinst;  but  the  fool— they  believe  his  statements 
because^ be  is  bonest. 

Q.  Yon  spoke  of  the  inspection  of  accounts.  How  far  would  you  favor  govern- 
mental inspection  of  acconnts  of  rallroada? — A.  J  shonld  rather  not  favor  the 
examination  of  accounts  of  railroads  by  the  Oovemment  itself. 

S.  Why  not? — A.  Because  the  inspection  would  have  to  be  made  by  a  bureau, 
there  would  be  a  suspicion  of  politics  in  it,  nnd  variona  things  like  that.  My 
own  opinion  would  Vb  that  public  opinion,  if  possible,  should  force  the  rallroatu 
not  merely  to  an  andit,  but  to  an  examination- more  thanan  audit — by  some  dis- 
interested ^rty  who  was  an  eiroert  In  tbe  different  lines,  and  whose  name  should 
be  filed  at  Washington,  with  a  bond,  let  ns  say,  and  who  sboold  do  other  bnsmees 
besides  that 

Q.  Doyonthinktbis  political  flavoryou  object  ti 
' — — "^"nof  national  banks7—A.  No;  bnt  the  cast 


tbe  railroads.  Thereisamisapprehensionin  themindsof  afrreat  many  people  that 
tbe  banks  are  really  eiamined  by  the  examiner.  It  la  not  so.  It  is  not  his  busi- 
ness to  detect  thieves.  Of  course  If  he  can  find  them  ont  incidentally,  he  does 
it.    His  business  is  to  see  that  the  law  is  not  violated— to  protect  the  depositors, 

Q.  1b  it  not  a  fact  that  he  does  inspect  national  banke  to  the  end  that  he  m^y 
know  that  the  aseets  that  tbey  claim  to  be  there  are  there? — A.  Certainly;  but 
those  assets  woald  have  been,  say,  $aO,000  more  if  somebody  had  not  robbed  the 
bank. 

Q.  Wonld  yon  favor  the  Inspection  of  accounts  of  railroads  by  the  Government 
to  uie  extent  that  national  banks  are  Inspected? — A.  I  think  not,  becaase  it  can 
just  as  well  be  done  in  another  way,  and  to  the  avoidance  of  tronble.  The  Oov- 
emment would  of  coarse  employ  the  beat  people.  It  is  the  same  idea  as  the  stock 
exchange.  Once  in  a  while  there  is  a  movement  to  ask  the  stock  exchange  to 
examine  the  propertiesthatareliatedthere.  but  it  is  not  tbe  stock  exchange's  busl- 
nees  to  pasa  upon  the  solvency  of  corporations;  it  can  not  be  possible. 

Q.  Yon  say  it  could  be  done  in  another  way.  How  could  it  be  done? — A.  By 
having  persons,  specialists  In  their  line,  to  examine  those  railroads.  We  are  doing 
It  all  tne  while,  and  no  siiapicioQ  attacheq  to  onr  examinatloii.  C  (lOi^lc 
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Q.  Ib  your  sadlt  company  euKiiged  to  inspect  the  accounts  of  oorporstioiiB  at 

regular  ID ter vale? — A.  Certatnly.  Sometiniea  one  corporation  is  lDai>ected  erety 
month,  another  one  is  every  six  months,  another  one  every  four 

Q.  And  does  the  oertificate  oC  yoor  company  have  a  recognized  financial  stand- 
ing in  Wall  street?— A.  It  is  incorporated  in  financial  nnderwrltings  on  the  street 
to  the  extent  of  milliouB  of  dollars. 

ij.  Yon  would  favor  this  private  anditing  of  acconnta  of  those  corporatims  by 
privat«  auditing  companies  like  yours  rather  that  by  the  Qovsmment? — A.  That 
would  be  the  idea,  hedged  about  by  anything  von  please,  of  course — by  penalty  in 
a  bond,  if  you  like,  or  whatever  penalty  that  be  reqaired,  because  I  think  the  pos- 
sibility of  losing  money  is.  after  all.  the  best  BaTeguard. 

Q.  The  InterBtateCommerceCommissionnowhas  the  right  or  prerogativs.and 
I  think  exercises  it,  of  prescrihing  the  method  of  keeping  the  accounts  of  rail- 
roads.— A.  Oh,  yes;  bnt  that  does  not  insure  the  accuracy  of  the  accounts.  It  is 
a  very  good  idea,  and  has  done  excellent  service  to  the  commonity  by  bringing 
the  ruilroads  to  a  uniform  basis.    I  think  every1)od}'  appreciates  it. 

S.  Now,  in  the  absence  of  this  system  of  anditirg  accounts  by  these  private 
it  companies  such  as  yours,  would  the  inspection  and  anditing  of  tbeee  ac- 
counts  be  desirable,  psrtionlariy  if  it  were  confined  to  the  quasi  public  corpora- 
tions like  railroads?— A.  I  should  rather  prefer.  If  there  was  to  be  a  law  on  the 
sobjec:!.  that  a  report  of  some  corporation,  let  us  say  like  the  Audit  Company  of 
New  York,  should  be  filed  with  the  Interstate  Commerce  Commission,  for  exam- 

ei,  certified— any  prescription  as  to  the  information,  or  som«thing  of  that  kind,  to 
obtained  from  thecommiasion:  and  let  the  Audit  Company  of  New  York,  as  I 
say.  file  a  bond  or  anything  you  like  with  ths  Interstate  Commerce  Commission 
for  tike  faithful  performance  of  those  duties.  I  do  not  believe  in  increasing  the 
Governmental  machinery  unless  there  is  some  real  advantage  in  so  doin^. 

Q.  If  this  system  of  anditing  accounts  by  private  audit  companies  like  yonrs 
should  become  general,  naturally  competition  would  grow  np,  would  it  not,  be- 
tween rival  audit  compiinies?- A.  tTnquestionabljr. 

Q.  Is  it  not  a  fact,  or  is  it  not  preanmable,  that  if  the  acoounts  of  railroads  were 
to  be  inspected  by  the  Oovemment.  uniformity  in  the  accounts  would  prob- 
ably be  a  result  through  such  Qovernmental  inspection,  while  that  uniformity 
would  not  naturally  be  secured  from  the  atiditing  oy  separate  and  ditTerent  audit 
companies? — A.  On  the  contrary,  I  think  the  uniformity  of  the  present  Interstate 
Commerce  Commission  would  be  adhered  to  by  everybody,  and  carried  tlirough; 
In  other  words,  in  the  classification  of  accounts,  my  idea  is  that  the  Interstattt 
Commerce  Commission  would  control. 

Q.  You  would  not  favor  the  enlargement  of  that  Bureau  to  the  point  of  inspect- 
ing?—A.  No;  I  wonld  not;  because  the  accounts  are  so  delicate  that  the  servloe 
reauires  somebody  conversant  with  the  Street.  For  instance,  what  is  BdlveDoy? 
Wno  Is  going  to  answer  the  qnestion? 

Q.  {By  Mr.  Bifley.)  Can  you  give  an  example  showing  the  difflcnlty  of 
answering  that  qnestion— a  hypothetical  case? — A.  I  have  in  niind  a  company  In 
the  West— mannfactnring  company— who.  let  ns  say.  did  not  make  a  dollar,  bnt 
had  a  great  many  more  current  assets  than  liabilities.  Should  yon  considsr  that 
they  were  salvect  or  insolvent?  There  was  a  dispute  about  the  queation,  as  I  hap- 
pen to  know,  on  that  very  point.  There  is  no  question  at  all  m  my  mind  that 
they  were  perfectly  solvent.  A  man  is  solvent  as  long  as  he  can  pay  his  debts, 
whether  he  is  making  any  money  or  not.  I  only  instance  that  as  a  qnestion  that 
came  np.  That  requires  persons  to  be  moat  carefully  in  touch,  not  only  with  the 
bnsiuess  to  know  t^at  it  really  is— not  the  commercial  situation  alone,  but  the 
Wall  Street  situation,  for,  after  all,  all  these  things  run  into  finance  sooner  or 
later. 

Q.  (By  Mr.  Conqer).  The  Gtovemment  inspectors  of  national  banks  have  so 

far  been  able  to  ssHefactorily  det« — ' "-    ' >-- ->-  ' ■ — -  ' *>- — 

not? — A.  It  is  an  easy  matter;  anybc 
is  not  hard,  but  the  theory  is  easy. 

(j.  You  mean  to  say  the  bank's  aa-wta  are  in  money  and  they  do  not  hare  to 
believe  any  deception?- A.  Oh.  no.  We  have  examined  a  (treat  many  banks,  and 
our  examinations  go  very  far  beyond  what  any  bank  examiner's  does.  That  is  no 
reflection  on  the  examiners,  however,  for  they  are  not  hived  to  do  what  we  do. 

Q.  How  far  would  you  csrry  the  legal  requirement  of  inspection — to  what  class 
of  corporations?- A.  I  think  that  perhaps  the  United  States  Oovernment  should 
limit  Itself,  until  the  question  is  put  in  another  shauc,  to  the  corporations  yoa 
spoke  of— the  transportation  companies.  This  law  that  your  own  expert,  as  I 
see  according  to  the  public  reporr.  had  something  to  do  with,  reiiuired  that  the 
poTi.oraUons  of  the  ^Mte  of  New  York  should  come  under  it  and  should  also  be 
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r,  at  the  same  time  giving  them  the  power  to  show  their  hands. 

Q.  Von  think  the  lawa  of  New  York  ahonld  be  revised  so  that  one  corporatioii 
ooald  hold  stock  in  another  corporatloD?~A.  The  opinion  here  ia  that  the  laws  of 
New  York  efaonld  be  revised  on  several  points;  that  is  one  of  them. 

S.  Is  It  a  fact  that  the  laws  of  Massachosetts  prohibit  a  corporation  organized 
er  its  laws  from  holding  stock  in  another  corporation  orguiized  ander  ita 
laws?— A.  Yes.  The  laws  of  New  Jersey,  Delaware,  and  West  Virginia  do  allow 
snch  holdings.  Give  the  corporatiunH  a  chance  to  do  anything,  if  yon  only  know 
what  they  are  doing.    That  is  the  whole  secret  of  the  busiaees. 

Q.  (By  Mr.  Ripley).  Yon  have  spoken  of  the  Interstate  (;ommBrce  Commis- 
sion's acconnts.  Does  the  pnbticity  they  enforce,  and  the  uniformity,  apply  to 
any  other  brianch  of  the  acconnts  of  railroads  eicept  the  income  account?  Tnatis, 
is  it  quite  uniform  in  the  severaldepartmentsof  railroad  finance? — A.  You  can  not 
get  ue  detailed  information;  that  is  given  to  the  commission,  and  they  hold  it 
privately. 

<j.  Bnt  do  tbey  secnre,  as  far  oa  yon  know,  snch  detailed  information  a«  was 
contemplated  in  the  origin  of  the  Interstate  Commerce  Commiaaion? — A.  I  do  not 
really  know  abont  that.  They  do  not  give  oat  all  the  Information — only  the  sub- 
stance of  it.    I  do  not  know  what  they  get 

Q.  I  would  like  to  ask  you  to  make  perfectly  clear  the  difFerence  between  an 
andit  and  an  eiaminatlon. — A.  An  andit  is  an  examination  of  the  books  as 
they  stand.  That  Is  a  very  important  thing.  It  must  be  done  by  special  ezi»e- 
rienced  experta,  becaoseit  is  the  foundation  of  all  knowledge.  Yoamnstknow 
what  they  have  been  doing.  But  there  is  still  a  further  thing  behind  the  audit— 
that  is,  whether  the  figures  represent  the  commercial  facts.  I  do  not  know 
whether  that  expression  is  very  clear  to  you,  but  what  I  mean  is  this:  Take  one 
instance.  It  is  not  cnstomary  for  a  railroad  company  to  set  up  <nhat  we  call  the 
depreciation  account,  bnt  it  is  customary  in  factories.  The  rulroad  is  supposed 
to  renew  enough  equipment  in  every  vear  to  keep  itflelf  going  just  as  long  as  it 
needs  any  anch  thing.  Idonot  myself  think  that  is  the  best  course,  but  it  is  the 
custom.  That  is  all  we  can  say  about  it.  Now,  the  railroadcompany.if  It  should 
by  any  chance  wish  to  make  large  earnings,  can  simply  stop  repairing  cnrs,  and 
practically  that  information,  so  far  ae  the  audit  is  concerned,  would  be  to  that 
extent  misleading.  Now,  nothing  but  the  examination  of  the  affairs  of  the 
company  outside  of  the  books  would  show  its  condition,  because  the  books  would 
be  correct.  The  most  dangerous  set  of  books  I  ever  saw  in  my  life  were  abso- 
lutely correct,  but  they  did  not  represent  the  facts.  There  are  practically  two 
subdivisions  in  this  matter:  One  is  the  books  themselves,  so  that  tiie  information 
of  those  books  shatl  be  correctly  recorded,  and  that  is  not  at  all  a  simple  matter; 
and  beyond  that  there  is  such  a  thing  as  an  examination  of  the  affairs,  so  that 
the  report  will  represent  the  facts  behind  it. 

Q.  Do  I  understand  you  to  say  the  bank  examiners  do  nothing  practically  in  the 
way  of  auditing?— A.  I  did  not  mean  to  say  that.  I  really  think  the  pnblio 
clamor  against  examiners  is  hard  on  them,  and  they  do  a  great  deal  of  that  sort  ol 
work,  undoubtedly. 

a.  ( By  Mr.  Conoer.  )  E^ly  in  the  testimony  you  sold  that  as  a  consumer  of 
you  had  no  objection  to  and.  as  I  remember,  practically  approved  of  the  con- 
solidation of  the  anthracite  interests  that  is  now  going  on':' — A.  Yes. 

Q.  Now,  what  is  your  opinion  of  the  necessity,  or  lack  of  necessity,  of  Govern- 
ment inspection  of  accounts  of  that  combination  if  it  shonld  be  formed?  Do  you 
think  there  is  any  need  of  it?— A.  I  think  that  the  whole  railroad  situation  would 
be  made  better  by  snch  an  examination.  I  really  think  if  there  is  any  thing  behind 
the  combination  they  want  to  conceal,  it  ought  to  be  known.  But  as  far  as 
I  am  familiar  with  their  affairs  I  think  there  is  nothing  in  them  that  they 
really  need  be  ashamed  of — nothing  except  some  little  instances  that  happened, 
but  I  do  i^ot  think  there  is  anything  of  consequence  they  ought  not  to  reveal. 
Therefore  I  agree  that  it  would  be  better  in  somewav  to  be  known  either  directly 
or  through  some  general  act  of  Congress,  which  should  give  to  the  Interstate 
Commerce  (.,'ommission  the  power  to  have  these  companies  audited  by  outside 
auditors,  who  should  tile  bonds  with  them,  leaving  them  in  their  charge.  For 
example,  that  miglit  be  possible,  and  I  think  it  wonld  be  better  for  the  coal  com- 
panies just  the  same  as  the  other  companies  to  do  that. 

O.  Now,  we  have  pending  in  theinduslrial  world  at  the  present  time  the  oi^anl- 
saoonof  a  mammoth  steel  trust.  Do  you  think  thatgovemment  examinations  of 
tike  acoonnta  of  a  corporation  oF  that  magnitude  would  be  advisable?— A.  It  is  a 
gigantio  undertaking  to  examine  a  company  tiKe  that    It  is  not  hard  either  wfa«i 
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yoa  think  about  It,  because  the  conatitnent  companiee  are  to  be  kept  alive.    In 
that  case,  oa  1  Trnderstand  it.  it  becomes  a  qneationot  examiniag  a  certain  number 

of  oonstitaent  companies. 

Q.  We  frequently  hear  pabUcity  advocated  as  a  remedy  for  the  trust  evils.  Do 
voa  agree  with  others  in  advocating  publicity  us  a  remedy? — A,  As  a  general  fact, 
I  do.  Tbetjneetionas  tuhowmnch  publicity  and  covering  what  points,  of  course. 
is  a  matter  that  might  be  diacossed.bnt  in  general,  I  think  that  the  publicity  of 
the  essential  facts  would  not  hurt. 

Q.  In  the  term  "essential  tacts"  I  suppose  yon  wonld  inclade  profits  made, 
would  yon  not?— A.  1  would,  certainly. 

Q.  To  the  end  that,  if  the  profits  were  exorbitant  or  very  large,  if  that  term 
would  be  preferable,  competition  might  be  thereby  encouraged?— A.  Precisely  so, 
only  I  think  a  number  of  years  ought  to  lie  covered.  Now.it  may  sound  strangely 
to  yon,  but  it  is  a  fact  in  my  own  knowledge  that  the  panfo  of  iWS  did  not  aSect 
manufacturers  in  this  country  until  two  or  three  years  afterwards,  and  the  worst 
years  our  manufacturers  ever  had  were  IS\)6  and  18'Jr,  and  not  lM9i.  Rather 
Strange  fact,  is  it  not? 

Q.  How  do  yon  accoont  for  that?— A.  Panics  are  financial  and  they  only  teach 
bnaineaa  afterwards.  It  takes  time  for  a  panic  in  Wail  street  to  reach  the  Western 
manufacturers.  Now,  then,  ir  you  are  considering  the  enormous  profits  of  the 
steel  companies  for  the  year  i'WO  or  the  year  ISDit,  you  ought  in  fairness  to  take 
into  account  the  loss  of  I  !:iW(i  and  189T  or  lack  of  profits,  whstever  it  may  be.  Now, 
if  all  those  facts  can  be  set  in  a  group  and  if  the  compimies  are  wrong  the  people 
can  find  out  the  fact.  But  on  the  whole  ihey  are  right  and  fair  as  a  rule  in  their 
methods,  and  I  l>elieve  in  the  long  run  the  American  people  will  deal  justly  with 
them.     I  believe  in  the  fairness  of  the  American  people. 

S.  Do  you  think  the  Federal  Government  or  the  State  governments  should 
ertake  the  inspei^tion  of  the  accounts  of  these  corporations';' — A.  Not  directly. 
I  think  if  they  ]>rovide  for  inupection  it  would  be  all  they  should  do  just  now. 

Q.  But  you  do  think  they  should  provide  for  it?^A.  It  \vould  be  fair  to  do  it  if 
they  coula  have  changes  and  rely  on  them — for  e.vample,  the  change  of  the  laws 
of  the  Stat«  ot  New  York.  Now,  the  law  of  the  Stole  of  Pennsylvania  whs  well 
intended,  but  just  now  it  is  the  stumbling  block  in  the  way  of  a  reduction  in  the 
price  of  cool. 

Q.  Yon  refer  to  the  constitutional  provision  of  Pennsylvania  against  railroad 
companies  owning  coal  land? — A.  Yes:  but  at  the  present  time  we  are  making 
history  so  fast  that  we  have  gotten  away  beyond  Miat. 

Q.  Some  have  advocated  a  Federal  incorpuratiou  law.  What  have  yon  to  say 
on  that  point':'— A,  I  think  the  first  thing  to  do  ia  to  straighten  out  the  States  on 
the  question  of  corporations. 

Q.  Do  yon  think  that  the  Incorporation  of  these  companies  should  be  done  undw 
State  Btatutoa  rather  than  Federal  statntes?— A.  That  is  a  very  large  c^ue-ttion. 

Q.  Well,  weare getting  Kome  very  largecoiporatious.youknow.~A,  Someper- 
aons  have  really  advocated  Federal  corporations  Nimply  to  esrajie  State  laws  which 
are  unreasonably  severe.  They  do  not  advocate  Federal  laws  that  I  know  of  on 
any  other  ground  than  to  eaciipe  some  of  the  arbitrary  laws  of  some  of  the  States 
in  which  they  are  compelled  to  do  business. 

Q.  Might  not  uniformity  be  a  desiralile  object?— A.  Yes.  It  is  a  qoeHtion 
simply — a  consti  tutional  one — whether  it  is  in  strict  accordance  with  the  theory 
of  our  Government  that  Federal  authority  should  step  in,  even  under  the  guise 
of  interstate  commerce,  and  charter  companies  inside  of  iiidividaal  States,  I  do 
not  like  to  go  beyond  myself  in  thinking  about  the  question  of  home  rule  if  I  can 
help  it. 

Q.  Is  it  not  a  fact  that  these  large  industrial  corporations,  as  a  rule,  are  organ- 
ized in  New  Jersey,  and  many  of  them  operate  nothing  in  Npw  Jersey  except  an 
office  In  an  8  by  10  room?— A.  Certainly;  bnt  they  have  to  do  business  in  diSerent 
States. 

Q.  True;  bnt  in  what  way  do  the  States  have  the  aivantage  of  home  rule  while 
this  New  Jersey  scheme  is  operating  that  they  wonld  not  have  in  operating  under 
the  Federal  systein?— A.  Well,  the  Federal  statute  raises  a  series  of  general  quee- 
tions,  you  know,  which  do  not  apply  as  between  one  State  and  another.  But  1 
have  really  no  opinion  on  that. 

Q.  Going  baclt  to  the  matter  that  was  mentioned  early  in  the  testimony  in 
regard  to  some  of  the  experiencee  which  Wall  street  had  passed  through  with 
some  of  these  industrial  corporations,  should  there  be  greater  regnlatioii  as  to 
representations  that  are  made  in  the  proepectases  pnt  out  when  these  companiee 
are  organized?- A.  That  might  very  well  he  it  the  whole  corporation  law  is 
recast.    The  stock  lodger  ana  various  things  ought  to  be  considered. 
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Q.  If  thst  were  to  be  done,  what  would  yon  snfi^eBt  oa  some  desirable  featnree 
to  incorporate  in  that  law?— A.  Yon  know  the  English  law  is  on  that  subject  thai 
the  men  who  pat  nrospectnies  oat  are  Tes[KHisibIe  for  the  atatementa  financially. 
They  are  responsiole  now  theoretically  nnder  our  law  for  any  statement  made; 
but  in  England  the  reaponsibllity  is  specific  and  direct. 

Q,  Would  yon  favor  making  it  more  specific,  aa  does  the  English  law7— A.  Yea; 
on  the  gronnd  that  if,  aa  I  say.  the  whole  corporation  qnestion  is  taken  op  in  that 
broad  and  liberal  spirit,  something  of  that  kind  might  do.  You  hear  a  greatdeal 
of  talk  nowadavH  about  making  directors  responsible.  It  is  impossible.  Yon 
know  if  we  did  that,  we  would  not  bare  many  directors.  They  can  not  be 
responsible  for  what  might  happen  two  years  from  now,  ho  that  would  be  a  fact 
to  be  very  carefully  gnarded. 

Q.  Do  yon  think,  undei-  tbe  present  line  of  proepectnaee  that  are  issned  and  put 
out,  that  they  go  into  sufficient  detail  as  to  the  powers,  aathority.  and  duties  tnat 
are  imposed  npon  officers  and  directors  of  the  corporation  to  be  orfcanized? — A.  The 
powers  and  dnties  of  the  officers  are  not  oC  so  much  account  with  an  investor  as 
are  the  other  matters.     Now,  we  are  slowly  minimizing  and  working  ont  that 

Sroblem  in  New  York  on  Wall  street  without  legislation.  In  other  words,  a  bank- 
ig  honae  that  should  continne  to  put  ont  wrong  prospectus  would  not  continue 
in  business  very  long.  We  are  working  chat  ont  so  it  is  not  really  oa  necessary 
now  as  it  was  twenty  years  ago,  because  we  are  simply  working  it  ont  for  ourselves. 
I  think  that  the  bankers  woiild  welcome  a  reasonable  provision  in  that  respect. 

Q.  How  is  that  problem  being  worked  ont — by  force  of  public  opinion  or  rnlee 
being  adopted  on  the  street?— A.  If  Smith.  Jones  &  Robinson  are  my  banking 
bouse,  ana  they  bring  ont  a  corporation  or  a  miinulactory  and  issue  bonds,  and  1 
buy  the  bonds  of  that  concern  and  it  goes  to  pieces,  we  are  not  likely  to  bay  any 
more  bonds  from  that  honse, 

Q,  It  is  done  by  public  opinion?— A.  By  pnblic  opinion,  certainly. 

Q.  Are  there  any  rulee?— A,  They  are  judged  by  their  success. 

Q.  Are  there  any  written  rales  laid  down  by  Wall  street?— A.  No;  excepting 
that  the  information  most  be  given.  The  difficnlty  about  making  rules  is  that 
they  vary  in  each  case.  It  is  very  difflcnit  to  set  down  rules.  You  want  to  know 
essential  facts  in  each  case.  In  one  case  the  question  inay  be  whether  the  plants 
are  worth  anything,  and  in  tbe  next  whether  the  patents  are  worth  anything,  and 
in  the  next  whether  the  company  has  any  hold  npon  tbe  raw  material.  It  is  impos- 
sible to  put  down  fixed  rnlee  for  snch  a  thing.     It  depends  on  the  company  itself, 

Q.  1  was  wondering  whether  tbe  rules  of  the  Stock  Exchange  made  anv  require- 
ments that  might  or  should  be  enacted  into  law.— A,  That  is  a  case  where  they 
are  going  on  without  law.  They  require  the  famishing  of  a  specific  amount  of 
information  in  the  S1»ck  Exchange. 

Q.  Might  not  it  be  well  for  the  statutes  to  make  the  same  requirements?— A.  I 
do  not  think  anybody  In  Wall  street  woald  object  to  a  reasonable  provision  on  that 
point.  They  say  that  law  is  a  crystallization  of  the  opinions  of  a  community.. 
Wall  street  alr^dy  has  an  opinion  on  that  subject,  fo  I  do  not  think  they  woola 
object  to  the  crystal  lizati  on  of  it. 

Q.  (By  Mr,  C,  J.  Hakris.)  Does  the  Stock  B.\change  require  an  audit  of 
accounts  of  companies  represented  there?— A.  No;  but  it  requires  certificates  of 
an  audit  company  aa  to  tbe  precise  information  furnished  at  tbe  time  of  listing, 
but  not  afterwards.  _ 

~iVonld  !t  not  bt 

„  lit  up  every yeai  .  _  .       -= 

but  a  body  formed  to  make  trading  easy.     It  is  not  a  body  to  fix  the  value  of  things. 
That  must  be  done  by  the  members  who  trade  tbere, 

Cj,  (fiyMr.EENNttDy.)  Is  it,  all  legitimate  trading  that  la  done  there?— A.  That 
Is  a  hard  question.    May  I  ask  whtkt  yon  mean  by  legitimate? 

(j.  Actual  buying  of  stock.- A.  Oh,  yes;  tbe  moment  they  catch  a  man  bucket- 
ing heistnmed  rightont.  Oh, yes;  they  are  most  rigid  about  that;  tbeyaretbom- 
selves  most  rigid  chasers  down  of  bucket  shops.  Of  course,  yon  understand  what 
I  mean  by  backet  shops— places  where  there  is  no  bnylng  and  selling.  If  you 
lose  so  much  money  you  might  jnst  as  well  bet  on  a  card  table.  They  turn  right 
out  those  who  do  that. 

Q.  It  is  the  bnying  and  selling  of  stock  that  is  the  representative  of  the  actual 
material  thing? — A.  Oh.  yes:  no  doubt;  they  are  very  careful  about  that. 

Q.  (By  Mr.  C.  J.  Harris.]  Are  you  tamiliar  with  the  recent  railroad  combina- 
tion which  controls  the  Pacific  Railroads?- A.  Only  what  I  have  seen  in  the 

Q.  Does  it  control  all  lines  to  the  Pacific  coast? — A.  No,  not  at  all;  the  Atchison, 
Northern  Padflo,  and  Oreat  Northern  are  all  separate.  .  .^  ],-. 
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Q.  Snppoee  thia  combination  goes  on  indefinital}';  will  that  lead  to  monopoly,  as 
jon  menboned,  in  the  anthracite  coal  tnurineBS? — A.  It  mi^ht  Terj[  veil  do  bo.  I 
anticipate  this  movement  of  consolidation  of  railroads  will  continue.  I  do  not 
Uiinb  we  have  at  all  seen  the  end  of  it. 

Q.  What  will  be  the  result  on  the  public,  the  eblpping  and  traveling  pabUc, 
the  people  who  live  along  those  lines?— A.  I  think  it  is  in  the  direction  of  pTogress. 
1  tbink  Defore  we  get  anj  lednction  of  freight  rates  we  maHt  have  economies 
which  will  eaable  tboee  redactions  to  be  made  without  impairing  the  earning 
power  of  capital.  That  is  what  we  are  all  atriring  for.  I  do  not  myaell  haveany 
fear  of  the  futnre  abonC  that.  la  fact,  the  next  generation  can  deal  with  it  if  it 
is  necessary;  at  present  I  have  no  fear.  I  think  anything  ibat  wonld  enable  the 
New  York  Central  to  do  bnalnesa  more  cheaply  will  benefit  Utica,  for  example, 
that  can  not  get  ont  any  other  way. 

Q,  Well,  so  far  as  the  combination  has  gone,  do  yon  find  in  yonr  experience  that 
this  combinaUon  tends  to  reduce  prices  to  the  consumer,  or  does  it  tend,  as  was 
soggested  here  by  yon  a  few  minntea  ago,  to  i»y  more  diTidenda  on  more  classes 
of  stock? — A,  Well,  the  reason  for  these  combinations  is  selfish.  It  is  the  hope  of 
profit  that  makes  the  world  go  round,  and  if  these  people  did  not  think  they  were 
going  to  make  some  sort  of  profit  on  tbem  they  never  wonld  go  into  combinations, 
even  tbonRb  the  result  might  beabenefittothecommunityinthelongrnn.  Now, 
the  first  effect  of  a  combination  of  railroads  might  be  to  atpady  the  tarifEs.  You 
understand  there  is  a  good  deal  of  rate  cutting  going  on.  They  quote  13  cents  a 
hundred  where  really  they  get  10  cents  of  a  large  shipper.  The  effect  of  a  combi- 
nation of  large  companies  would  first  of  all  be  to  steady  and  make  uniform  rates 
which  would  prevent  tlie  uneven  and  rapid  fall  in  freight  rates  which  bas  been 

eing  on  in  the  last  twenty  years.  It  can  not  prevent  a  gradnal  fall  of  rates, 
ransecircumstaiices  are  such  that  commerce  In  tbisconntryiK  out  tor  low  rates, 
for  example,  on  exports.  Now,  there  iaatremendoosfield  which  this  country  will 
have  to  more  or  less  occupy  in  the  future.    To  do  so  they  will  have  to  have  low 

(At  10.45  b,  m.,  February  21, 1901,  Mr.  Qreene  was  recalled  as  a  witness  and  tes- 
tified as  follows:) 

Tbe  WiTNESi,  Before  answering  any  qneetion  that  the  commission  may  like  to 
pat  to  me,  I  would  like  to  6tat«  that  by  some  mischance  I  have  been  radically 
misquoted  in  the  papers,  and  as  the  matter  does  me  considerable  injustice,  and  is 
in  some  cases  directly  opposite  to  what  my  sentiments  are,  I  would  like  to  put 
before  tbe  commission  some  corrections  of  some  of  the  miastatements. 

{The  witness  here  submitted  corrections  of  newspaper  accounts.) 

Q.   (ByMr.  Ke.nnedy.)  Is  that  the  only  statement  you  have  to  make?— A.  That 

Q.  I  desire  to  ash  yon  6  or  10  other  questions  on  transportation  before  yon  go  on 
to  the  subject  of  industrial  combination.  In  the  first  place,  I  would  like  to  ask  yon 
why.  generally  speaking,  railroads  give  lower  rates  for  evports  than  for  domestic 
shipments? — ^A.  1  do  not  wish  to  take  the  time  of  the  commission  to  go  into  the 
whole  question  of  the  relation  of  exported  mercbandisi;  to  home  mercbaadise 
except  to  say  that  exports  have  a  very  important  relation  to  the  prosperiiy  of  the 
country.  Where,  as  in  onr  own  country,  the  production  is  at  the  moment  or  may 
be  at  any  time  in  excess  of  home  consumption,  those  exports  must  be  sold  abroaa 
ortbemenmust  be  discharged,  for  example. and  the  community  lo«e  the  benefit 
of  that  production  and  tbe  railroads  the  carriage  of  that  freight.  Therefore,  it  ia 
considered  legitimate  to  sell  those  goods  at  a  lower  price  ahroad  than  in  the  home 
market,  within  reasonable  limits,  or  for  the  railroads  to  carry  them  at  a  less  price. 
That  is  not  a  new  idea,  because  a  company  that  manufactures  in  New  York,  if  it 
has  a  surplus  of  goods  on  hand,  will  sell  them  at  a  less  price  in  Cbicago  than  Id 
New  York.  It  Is  not  confined  to  different  countries,  by  any  means.  It  ia  acon- 
dition  of  things  that  prevails  at  times  in  every  city  of  the  United  States,  and,  so 
far  as  my  experience  goes,  it  does  no  practical  harm  because  itconlinues  for  a  very 
short  time.  It  ia  an  evil,  but  I  do  not  think  it  needa  to  be  corrected  by  legislation; 
it  corrects  Itself.  I  am  only  speaking  now  of  the  importance,  as  1  understand  it, 
of  tbe  question  of  e::ports.  I  may  add  also,  it  it  is  in  line -with  your  question, 
that  the  question  of  the  cheapness  of  production  of  theee  exjKirtB  and  tbe  cheap- 
ness of  carriatce  is  a  most  important  element  In  what,  so  far  hk  one  can  see,  is  the 
coming  circumstance  of  business  in  the  United  States,  We  have  before  ns  a  pos- 
sibility of  manufacture  and  of  trade  which  is  so  great  that  one  almost  hesitates 
to  consider  it  possible,  particularly  with  reference  to  foreign  trade, 

<j.  Is  this  practice  of  American  railroads  with  respect  to  exports  somewhat 
analogous  to  the  export  duty  of  foreign  governments,  on  sugar  for  instance,  and 
Other  products',  export  bounty,  I  mean? — A.  I  suppose  that  Is  bound  up  in  the 
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whole  general  qaeetiou  of  protectloii,  whicb  I  would  rather  not  dlacnaa.  It  U  too 
big  a  anbject. 

Q.  (Bj  Mr.  C.J.  Harris.)  Areyoa  faioiliar  with  the  import  ratee  in  h«Te?— A. 
I  have  not  been  for  three  or  four  years. 

Q.  Tbat  la,  rates  by  whii;h  goods  are  shipped  from  England  into  interior  points 
of  this  country  for  perhaps  even  l«es  than  the  prevailing  rate  from  New  York  City 
to  those  interior  pomtti?— A.  That  is  a  most  difScnlt  iinestion  and  there  is  no  con- 
sensus of  opinioD  as  to  the  right  and  wrongof  It  ethically.  The  railroads  consider 
that  they  are  at  liberty  lo  take  freight,  let  as  say.  from  Liverpool  to  Chicago  by 
way  of  New  York,  at  a  rate  that  will  enable  them  to  get  the  business  away  from 
the  road  from  Liverpool  to  Chicago  by  way  of  Manireal.  In  order  to  do  that  tliey 
take  it  at  a  lees  rate  than  is  made  t'roiii,  say,  Warsaw  to  Chicago.  As  a  practical 
qaestion  the  tendency  of  the  times  is  nlwaya  to  redni»  the  domeaCic  rate  toward 
that  foreign  rate. 

(^.  The  duty  of  the  railroad  to  the  shippers  plainly  demands  that  they  shall  give 
the  same  rate  to  all,  does  it  not;  that  there  should  be  no  variation';' — A.  Under 
the  same  circnmatancea.  The  question  is.  of  conrae,  whether  the  circnmstances 
ore  the  same. 

Q.  When  the  rate  ia  less  than  it  would  be  if  shipped  directly  from  New  York, 
there  is  a  discrimination  that  is  hardly  just.— A.  Not  eiactly;  not  in  the  sense  of 
the  interstate- commerce  law.  There  the  proportion  of  the  though  rate  is  not  con- 
sidered. The  L.'tke  Shure  road  will  take  a  less  proportion  of  the  rate  from  Chicago 
than  it  will  from  Rochester,  let  ns  say,  or  some  plac«  of  that  sort.  That  is  not 
considered  a  discrimination,  ft  ia  the  total  of  the  rates  that  the  interstate-com- 
merce law  takes  notice  of.  If  the  rate  from  Liverpool  to  Chicago  is  leas  than  the 
rate  from  New  York  to  Chicago,  it  is  a  qnestion.  The  tendency  is  to  rednce  the 
domestic  rate  toward  the  foreign  rate.    It  is  a  diffionlt  ethical  qneetlon. 

Q.  (By  Mr.  Kbs.nedy.)  In  line  with  my  former  question,  I  would  like  to  ask 
yon  whether  the  railroads  in  making  these  cheaper  export  rates  are  a  great  instm- 
mentality  In  keeping  the  balance  of  trade  in  favor  of  ttaia  connlry?— A.  There 
ia  no  donbt  about  It  This  piissibility  of  great  trade  ezpausion  that  Is  before  the 
United  States  would  be  greatly  helpeil  or  greatly  hiiiaered,  I  will  say  greatly 
helped,  by  the  fact  that  tlieee  large  industrial  coml:>i nations  will  be  enabled  to  pro- 
duce gioods  more  cheaply  and  that  the  large  railroads  will  be  able  to  carry  that 
freight  more  cheaply, 

Q.  Will  not  the  railroads  thi'mselves  thus  enable  the  mnnufsctnrera  to  nnder- 
eell  European  manufacturers  in  their  own  markets  Are  tbi-y  not  at  the  same  time 
promoting  foreign  immi^ation  to  this  country?— A.  I  should  say  so;  yes.  I  think 
that  the  [iroBperity  of  this  countryis  the  direct  Teaaon  for  liii  migration.  In  fact, 
immigration  statiatice  prove  it.  TbM«  was  a  great  falling  off  under  the  panic  of 
18ti^.  when  busiuees  was  poor. 

Q.  I  wouldlike  to  ask  yon  whether,  when  thecommnaity-of-interest  plan  in  rail- 
roads shall  be  carried  to  a  auccessfnl  conclusion,  it  will  eliminate  the  expenslTS 
ticket  ofBcea  on  Broadway  and  whether  It  will  effect  other  economies?— A,  No 
doubt  Bometbiog  of  that  kind  would  be  the  result.  How  far  that  result  would  take 
effectfromoommnnityof  interest  is  just  a  mere  matter  of  guesswork.  Bntif  the 
time  should  ever  come  when  commnnity  of  lutereet  itself  should  give  way  iu  its 
turn  to  an  absolute  combination  of  the  diSoreut  roads,  there  is  no  donbt  that  the 
changes  in  the  employment  of  various  railroad  ofScera  of  the  differaot  grades 
would  be  very  serious.  The  indoatrial  combination  has  already  decreased  the 
number  of  traveling  aalesmen,  and  there  is  uo  doubt  the  same  effect,  if  it  ahonid 
ever  come  to  that,  would  be  the  result  in  any  railroad  combination  also.  I  would 
call  the  attention  of  the  coinmiesion  to  the  fact  that  while  in  the  industrial  world 
we  have  had  actual  comoination  in  regard  to  absolute  ownership  of  plants,  that 
absolute  ownership  has  only  extended  in  a  small  way  as  yet  In  the  railroad  world. 

Q.  Would  yon  care  to  say  anything  about  the  principle  of  the  long  and  short 
haul?  That  was  not  discussed  yesterday,  I  believe.— A.  Oh,  I  think  not  I  think 
the  railroad  men  acknowledge,  aa  a  general  thing,  the  jaatice  of  that  principle.  It 
is  only  the  applicability  of  it  iu  certain  cases  that  is  at  times  discnseed.  I  think 
the  general  principle  is  acknowledged  to  he  correct. 

(j.  I  should  like  to  bring  uptheqnestiou  of  classification,  and  ask  yonif  coinmn- 
nitvof  intereat  would  tend  to  bringabout  uniform  classihcation,  and  whether  that 
is  desirable  or  not?— A.  I  should  say  the  tendency  wonld  be  that  way,  bnt  the  dif- 
ficulty is  the  situation  isaodilTerent.  For  example,  in  the  South  it  is  theoretically 
aU  right,  but  practicallya  very  complicated  matter,  indeed.  In  making  theclassi- 
fication  the  difficulty  of  the  situation  is  that  we  sometimes  forget  that  classifica- 
tion is  only  another  method  of  (Izing  rates.  If  angar,  for  example,  is  carried  for 
10  cents  and  you  pnt  cotton  in  the  same  class  as  sugar,  It  must  De  carried  for  10 
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cents.  Cotton  goods  may  be,  nnder  Htresa  of  circnmstaucea.  oarri«d  lor  one  rate 
from  New  York  and  for  another  from  Atlftuta.  There  is  the  dlilicnity  in  the 
classification. 

(J.  The  tendency  is  toward  nniformity.  is  it  tiot?— A.  The  tendency  is,  an  the 
ootintry  settles  down,  toward  a  regnlar  basis  thronghont  the  whole  country;  bnt 
as  long  as  there  is  a  diversity  of  circumstances  there  is  difficulty. 

(^.  1  would  like  to  ask  you  il  the  very  largely  increased  earnings  of  ruilroada 
which  we  hear  about  from  time  to  time  are  the  result  altogether  of  good  times,  or 
have  the  better  methods  in  the  lUHuagement  of  railroads  had  Hnythiuj;  to  do  with 
the  changaV— A.  If  we  compare  theeaminga  and  other  statistics  of  railroodHwitb 
the  etati><  tics  of  the  same  companies  before  18U-1,  let  us  say,  for  example,  there  is 
an  enormous  difference.  The  railroads  know  how  to  run  their  bosinetta  very 
much  better.  They  have  learned  a  lesson.  My  father  used  to  say  that  tbe  man 
who  did  not  learn  by  experience  was  a  dull  scholar;  and  the  railroads  have  been 
compelled  to  learn  cow  to  increase  train  loads  in  a  way  that  II)  years  ago  was 
thought  impossible,     tio  that  undoubtedly  the  two  elements  enter  into  the  present 

Koaperity  of  tbe  railroads.  One  in  that  the  conntry  is  prosperons  and  freight  is 
ing  shipped:  the  other  is  that  they  know  more  about  business. 

(j.  <[jy  Mr.  C.  .T.  Harris.)  What  do  you  say  of  the  low-bond  rates  as  alTectiag 
the  prosperity  of  the  railroads? — A.  The  question  before  was  on  the  earnings  from 
operation— the  question  of  what  remains  for  the  shareholders.  Now.  of  course. 
that  share  is  incretised  by  the  tact  that  the  railroads  can  borrow  money  at  low 
rates  of  interest,  becaase  what  is  saved  in  interest  is  added  to  the  surplus  over 
ti:ced  charges,  which  goes  to  the  shareholders. 

(j.  What  would  you  say  was  the  rate  of  interest  on  the  bonded  debts  o'  railroads 
now  as  compared  with  I8U0?— A.  It  is  not  possible  for  me  to  make  a  fair  compsri- 
son.  but  it  IS  certainly  not  more  than  two-thirds.  It  is  practically  a  7-per-cent 
basis  as  compared  with  a  4.  let  us  Hay.  You  can  ascertain  that  for  yourselvea 
The  old  txinde.  for  eiample,  of  the  Chicago,  Milwaukee  and  St.  Paul  Railroad 
bear  7  per  cent.  The  bonds  of  the  New  i'ork  Central  system  bear  something 
over  7  per  cent.    They  can  be  refunded  now  at ;( \  per  cent. 

Q.  (By  Mr.  Riplrv.)  You  stated  yester.lay.  did  you  not.  that  some  de,i,Tee  of 
earnings  shotild  be  ilie  basis  of  capitalization:''— A.  Yes.  1  would  like  to  put  that 
thos:  That  it  is  taki^n  to  be  the  basis  of  capitalization. 

Q,  And  seem^i  to  be  a  fairly  good  worliing  basis?— A.  Yea. 

Q.  In  your  judgment,  then,  does  a  decresse  of  operating  expenses,  with  the 
same  gross  volume  of  business,  jnatlfy  a  corresponding  increase  in  capitalizatiou? — 
A.  I  have  a  very  Htrongopinionon  that  general  subject  which  may  he  at  variance, 
however,  with  that  of  the  community.  I  think  it  Is  a  great  deal  better  for  a  road 
to  pay  high  dividends  than  it  is  for  it  to  water  ita  stock. 

Q.  Will  yoa  state  yonr  reason?— A.  I  do  not  mean  "water  its  stock."  bnt 
increase  its  capitalization,  hecanso  in  Wall  street  it  is  considered  I^itimate  to 
make  tbe  two  correspond,  Tbe  sentiment  of  the  community  Is  against  high  divi- 
dends. Therefore,  in  order  to  cover  that,  the  people  who  manage  these  affairs 
have  thought  that  they  are  compelled  to  increase  tbe  capitalization  so  as  to  make 
the  rate  of  dividends  aboat  the  same  as  before.  But  as  a  matter  of  public  interest. 
however.  I  think  it  would  be  better  to  increase  the  dividends,  hettause  then  they 
could  fall  back.  If  yon  increase  the  capitalization  and  pay  4  per  c  nt  and  then 
fall  back,  then  there  is  trouble, 

Q.  A  road  has  a  certain  volume  of  basinesa:  it  preserves  that  same  volume  of 
business,  we  will  say,  at  the  same  rate,  but  is  able  by  economy  of  operation  to 
reduce  very  largely  its  expenses,  consequently  the  net  tetnma  become  larger. 
Would  it  seem  to  yon  that  that  increase  of  net  return  would  .iustlfy  a  correspond- 
ing increase  of  capitalization,  or  is  a  portion  of  thatincreaseof  net  return  the  just 
portion  of  the  public,  which  they  should  receive  through  a  reduction  of  the  rates? — 
A,  It  is  not  a  question  of  abstract  reaaoning;  it  is  a  question  of  fact.  The  first 
result  of  an  increase  of  that  description  is  that  the  net  eamingH  of  Ihe  company 
are  lavger.  and  if  they  can  increase  their  dividends  for  the  time  being  it  is  better 
to  da  so.  because  the  inevitable  tendency  of  things  is  to  share  that  increase  with 
the  public. 

Q,  What  is  going  to  insure  that  sharing  of  economics  with  tbe  pnblic  unless 
there  be  some  governmental  jurisdiction?— A.  That  again  isa  very  large  qnestioD. 
My  private  opinion  is  that  the  public  will  share  in  the  benefit  of  that  in  tbe  long 

Q,  Would  the  possible  combination  of  a  great  number  of  competing  lines  possi- 
bly change  that  situation?— A.  Maybe.  Let  us  suppose  there  is  a  combination  of 
different  railroads,  so  that  the  expensed  of  these  roads  are  reduced.  Not  merely 
a  community  of  interest;  but  let  us  suppose— a  preposterous  thing— :^e  New  York 
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Central,  the  PeniiBylyaiiiB,  the  Erie,  nad  the  Delaware,  Lackawanna  and  Weet«m 
al!  combine  in  a  big  combination.  Let  nBauppose  the  aggregate  earnings  of  these 
companies  are  increased  one-third  on  the  total  Tolume  of  bneiness.  Let  ne  aap- 
pose  this  great  steel  combination  goes  through,  and  they  tnmaronud  and  produce 
gooda  very  cheaply  and  send  thorn  abroad.  What  is  the  result?  The  result  Is 
that  they  begin  to  send  the  goods  abroad  in  great  quantities  and  ask  the  railroads 
to  Hhip  them  and  they  take  them.  The  local  industry  will  say,  Yoa  are  giving  the 
esportere  great  advantages.  Why  can't  yon  give  them  to  us?  First  they  will  say 
no,  and  then  will  say  yes.  The  result  is  the  gradual  fulling  in  the  rates  toward 
the  level  fixed  by  the  cheapest  of  all.  If  that  was  not  the  result  all  history  would 
be  against  ua.    I  give  you  that  as  a  case. 

Q.  In  other  words,  do  yon  mean  that  the  growth  of  great  industrial  combina- 
tions, coeiistent  with  the  growth  of  great  railroad  combinatiouH,  is  going  to  stand 
aa  a  safeguard  against  each  other?— A.  la  tbe  long  run:  cot  Immediately.  The 
managers  of  these  enterprises  are  business  men.  They  are  after  profits,  just  tbe 
same  aa  anybody  else  is.  I  am  only  speaking  of  the  inevitable  tendency  of  these 
things  in  the  long  run. 

Q.  (By  Mt.  Kp.nnedy.)  What  effect  will  industrial  combinations  having  the 


times;' — A,  A  very  great  influence.  It  probably  has  not  esoapf  d  the  a  . 
the  commission  that  one  reason  why  we  have  hard  times  in  tbe  United  States  is 
because  the  energy  of  the  American  people  cnrriea  them  at  timea  beyond  the  line 
of  prudence.  In  other  words,  if  we  were  a  phlegmatic  and  stagnant  sort  of  peo- 
ple, we  would  not  have  such  panice.  Now,  any  power  or  any  force  which  can 
hold  bock  the  American  people  and  keep  their  energy  within  bounds  will  have  ft 
very  strong  tendency  to  prevent  panics— at  least  to  the  extent  that  we  have  seen 
them  heretofore.  My  own  idea  is  we  will  not  again  see  a  panic  of  the  intensity  of 
the  panic  of  1H93  for  that  very  great  reaecn,  because  of  tha  evolntion  and  because 
of  our  greater  knowledge  of  what  prodnces  these  panics.  So  long  as  tbe  Ameri- 
can people  are  so  progressive  there  will  always  be  good  and  bad  times.  We  all 
have  the  faults  of  our  virtues,  you  know. 

S.  Have  you  anything  to  aav  about  the  penalty  that  is  now  imposed  upon  the 
roads  for  giving  reliates- the  railroad  officials— and  wonid  yoa  suggest  any 
change  In  tbe  interstate-commerce  law  in  that  respect?— A.  No;  I  do  not  know 
that  I  have  any  snggestiona  to  make  jost  at  the  moment.  The  railroad  j«ople 
who  are  to  apiiear  before  you  can  give  you  a  better  idea  from  their  experience, 
perhaps,  and  better  snggestiona  than  I  can, 

Q,  You  could  not  say  whether  you  think  good  results  would  come  from  changing 
the  penalty  from  the  officials  of  the  railroad  to  the  corporation  itself?— A.  The  raiP 
road  men  with  whom  I  have  talked  think  it  woold  be  a  good  thing  to  do  that. 
Generally  speaking,  I  am  in  favor  of  a  penalty  upon  the  corporation;  but  I  think 
that  these  combinations,  with  the  help  of  the  Interstate  Commerce  Commission 
possibly,  in  soine  way  will  reduce  that  evil  to  such  an  extent  that  tbe  rebat«  ques- 
tion will  not  be  a  burning  one, 

Q,  (ByUr.  Ripley.)  Is  it  true  that  the  nrincipal  reorganizations  of  railroads 
seem  to  come  in  periods— together?- A.  Oh,  yes.  They  are  dependent  on  the 
fluctnaCions  in  busineas  the  same  aa  any  other  bneiness  concerns. 

<j.  Can  you  state  any  general  relationship  between  such  a  period  of  reorganiza- 
tion— frennent  reorganization- and  the  depression  and  the  prosperity  of  business 
which  falls  in  with  this  largely? — A.  I  should  sav  that  they  were  intimately  con- 
nected, and  that  the  aame  reasons  that  wonld  bantnipt  annmlwr  of  concerns  ins 
manufacturing  business  would  make  hard  times  for  the  railroads  that  carry  their 
prodnct. 

Q.  As  a  rnle,  do  the  railroads  with  a  heavy  capitalization  seem  to  be  more  sub- 
ject to  reorganization  than  those  which  operate  on  a  narrower  basis? — A.  It  all 
depends  on  the  volume  and  stability  of  business.  The  New  York  Central  is  capi- 
talized almost  as  heavily  as  the  average  English  railroads,  bnt  that  does  not  pre- 
vent it  from  being  very  secure.  But  a  smaller  road  with  one-third  the  capitaliza- 
tioQ  might  be  dangerous.  It  all  depends  on  tbe  sltnation  of  the  company  and  the 
kind  and  volume  of  the  busineaa  it  carries. 

Q.  Have  the  principal  reorganizations  of  the  past  S  years,  snch,  for  example, 
aa  the  Southern  Railroad,  the  Richmond  Terminal,  the  Wisconsin  Central,  the 
Baltimore  p.nd  Ohio,  etc.— have  they,  a.**  arnle,  resulted  in  catting  down  the  volume 
of  the  common  stock  or  preferred  stock  or  bonds?— A.  They  have,  as  a  rule,  I  should 
say,  resulted  in  cuttmg  down  the  bonded  indebtedneaa  beyond  a  doubt;  but  in 
quite  a  number  of  cases  tbey  have  resulted  In  an  increase  In  the  stock  in  the  sense 
of  preferred  shares  being  pat  ahead  of  common  stock  as  a  sort  of  semiobligation 
of  the  company, 


488  INDDSTEIAL   OOMMISaiON: — TBANSPOBTATION. 

Q.  la  other  worde,  the  total  volnme  of  stock  pins  bonds  has  not  beea  cnt  down, 
aa  arnle,  by  snub  reoTgiuiizations? — A.  Probably  not. 

Q.  From  a  finHUcial  poiot  of  view  does  that  seem  desirable  or  is  it  meroly  a 
necsBSory  resnlt  of  the  circumst^mces?— A.  It  is  a  necessary  result  of  the  circom- 
Stances,  not  an  evil,  for  the  reason  that  the  bondholders  are  creditors  of  the  com- 
pany and  the  atockholdors  are  partners.  So  that,  from  the  ^oint  of  view  front 
which  yon  are  speaking,  i  shonld  say  the  dnplication  of  stock  is  not  so  serioos  a 
qoeetion  as  wotild  be  the  dnplication  of  bonds. 

Q.  I  nnderstand  yoa  to  say,  then,  that  the  possibility  of  issuing  new  bonds  at  a 
lower  rate  of  interest  is  the  priocipal  advantage  that  follows  from  sni/h  rvor^ni- 
EBtioD? — A.  And  the  e^chan^  of  yoar  bonds  into  preferriKl  Block,  wliich,  while  it 
has  no  legal  claim  upon  the  earnings,  has  a  moral  or  ethical  claim  on  the  pros- 
perity of  that  company,  it  such  prosperity  shonld  come  from  the  prosperity  o(  the 
oonntry  at  large. 

Q.  Is  it  not  tme  that  a  good  many  of  the  reorganizations,  or  ratiier  of  the 
finaocialdifficaltiefiwhi'jhliaveniadereorganization  necessary, have  been  the  reeolt 
of  rather  excessive  iasuesof  secnritiesy — A,  Undonbtedly, 

Q.  Is  it  not,  then,  anomalons  that  the  remedy  applied  for  the  evil  of  ei 
capitalization  shonld  be  a  still  further  increase  of  snob  iasaes? — A.  No;  \ 
the  safety  is  In  the  change  in  the  kind  of  obligation. 

Q.  It  is  not  an  evil,  then,  in  yonr  judgment,  to  any  degree? — A.  I  did  not  say  to 


e  Tolnme  is  not  as  important  as  the  character  of  the  secoritiee? — A.  No. 


any  dwree. 

6.  ThsT. 

It  Is  imDortant  that  the  stock  shonld  be  fairly  representative  of  the  earning  capac- 
ity of  the  company,  bnt  that  is  not  au  impoitant  a-4  that  the  bonds  or  loans  ot  the 
company  should  be  within  a  reasonable  limit,  liecause  that  meanH  bankraptcy, 

<j.  By  whom  is  reor^anir.ation  of  thesepropei-ties  neually  undertaken;  by  eelf- 
constitntod  or  by  offli  i.il  LOmmittees?  Will  yon  e.iplain';— A.  The  usual  way  is 
tor  Uie  large  bondholders  who  are  affected  to  get  toRether  and  dec'ide  who  tney 
will  get  in.  It  looks  on  the  face  of  it  as  if  it  were  a  self -constituted  committee,  bnt 
If  yon  will  examine  into  it  yon  will  £nd  it  is  largely  the  result  of  efforts  of  people 
who  either  own  the  securities  in  question  or  who  control  them,  as  yon  savin  Wall 
street.  Perhaps  it  is  somebody  whole  knoivn  as  a  competent  man,  and  has  the 
confidence  of  someone  else,  and  I'an  ^et  the  securities  from  that  somebody  else. 
They  very  often  act  in  oonnection  with  a  friendly  receiver.  I  uiean  friendly  In 
the  sense  of  not  an  enemy  to  the  interests  of  all  concerned.  They  get  together  and 
state  the  situation.  They  find  out  what  the  road  can  do;  where,  by  castiuK  "3 
certain  branch  lines  or  l^ldng  on  others,  they  can  in  the  long  run  increase  the 
earning  capacity  in  case  of  a  return  to  good  times,  and  where  they  can  get  the 
money.  That  is  a  very  important  unestion.  All  these  things  are  taken  together. 
It  Is  a  very  onerous  task,  indeed.  They  have  to  decide  on  wbat  bonds  shonld  be 
ecaled  down  and  what  bonds  should  be  exchanged  for  preferred  stock  in  eqnitable 
proporBon. 

Q.  Is  reorganization  always  undertaken  in  that  spirit,  or  is  it  possible  for  a  bare 
majority  of  the  favored  security  holders  to  so  administer  affairs  through  a  reor- 
ganization committee  thst  the  nilnority  stockholders  can  l>e  injured  thereby?^ A. 
Practically,  no.  The  stockholdersare  very  rarely  in  question.  It  is  the  creditors, 
and  therelB  always  a  large  proportion  of  theminority  who  are  willing  to  carry  the 
cose  to  the  courts.  A  reorganization  is  not  a  foreclosure  in  the  sense  that  a  fore- 
closnre  on  my  honse  is  snch.  It  depends  on  the  practical  good  will  of  a  vast  nam- 
ber  of  persons  concerned.  It  is  a  practical  matter;  there  is  very  little  opportunity 
to  do  gross  injuetice. 

Q.  101)  snggested  in  your  testimony  yestarday,  didn't  yon,  a  disposition  on  the 
part  of  the  courts  to  extend  the  protection  thrown  around  the  minority  etockhcjd- 
ors?— A.  I  think  there  is  such  a  tendency. 

Q,  Would  you  suggest  any  change  in  the  law  of  corporations  which  would  seek 
todothat,  not  by  recourse  to  thacourts  bnt  more  directly  by  Btatnte?— A.  I  should 
say  not.  The  prominent  corporation  lawyers  are  somewhat  alarmed  about  this 
tendency  that  I  speak  of.  Perhaps  the  most  recent  cose  is  that  of  the  Monon  Rail- 
road, where  the  reorganization  of  that  property  was  almost  npset  by  the  courts 
on  the  ground  that  a  combination  of  bondholders  and  shareholders  before  thefore- 
cloeure  was  a  wrong  to  the  general  creditors  of  the  company.  Now.  the  theory 
upon  which  Ameiican  transportation  interests  are  conducted  is  that,  upon  the 
whole,  justice  iu  the  long  ran  is  secured  by  having  the  majority  rule.  There  is 
no  other  way  to  conduct  affairs.  These  corporation  lawyers  are  all  disturbed  at 
this  tendency.    Therefore  I  should  say  ths  tendency  itself  is  enough  witbont 


T.   L.  GBEKSE: CAPITALIZATION   OF   TRUSTS.  489 

busineaB  life  to  anch  tin  enoniionH  extent  that  anytbiog  that  wonld  diminish  the 
capacity  of  the  railroad  to  do  baalneBswellaQd  cheaply  ^oaldbe  alose  to  thecom- 
maolty  as  a  whole.  Therefore  the  conrts  have  always,  in  my  .iiidBment.  wisely 
determined  tbikt  the  fir>t  thin^  to  do  wast  to  preeerre  the  public  eerrice  of  the 
railroads,  which  would  be  lost  if  «  nvBtem  is  made  up  of  ball:  a  dn^.ea  roads  with 
ail  klnda  of  different  obligatioiiB.  If  each  little  road  should  carry  its  owa  little 
train  of  cars,  it  is  nnqnestionable  that  the  service  of  the  roads  as  a  whole  woold 
be  serioosly  impaired.  Courts  endeavor  to  keep  all  thexe  together  practically 
nntil  ibediSerentint«reets  hare  a  chance  to  figure  out  a  compromise. 

Q.  la  it  not  trnt*  that  in  many  of  the  most  important  reorganizations  large  nnm- 
bers  of  xystems  have  been  cut  offy  I  nfer.  for  instance,  to  the  tiaa  Francist-o 
branch  of  the  Atchison,  Topeliu  and  Sante  Fe  Railroad  and  its  relation  to  the 
main  tine  of  that  road.  Or  a  better  example  would  be  the  Baltimore  and  Ohio 
and  the  Baltimore  and  Ohio  Southwestern.  Was  not  that  cut  off? — A.  No;  it  " 
was  taken  ri);bt  into  the  system  entirely.  It  was  a  Beparate  railroad;  now  it  is  to 
be  taken  into  the  system.  The  only  effect  of  the  Baltimore  and  Ohio  deal  is  b) 
make  a  system  ont  of  what  was  a  comuianity  of  interests. 

Q.  You  do  not  recall,  then,  any  example  of  a  reorganization  which  has  been 
effected  only  by  cutting  off  important  parts  of  the  eystemy— A.  They  do  not  cnt 
off  important  parts.  Some  branchea  are  feeders  and  some  are  suckers,  and  the 
object  of  a  reorganization  is  to  retain  ail  the  feeders  and  cut  oil  the  snckers. 

Q.  Bat  the  reorganization  committee  determines  which  is  a  feeder  and  which  is 
a  sucker? — A.  That  is  true. 

Q.  And  might  not  ownership  by  members  of  that  committee  in  the  several 
feeders  and  suckers,  as  individual  interests,  operate  sometimes  to  cause  in  justice? — 
A.  Undoubtedly  the  ownership  is  a  factor.  If  a  very  powerful  house  should  own 
the  bonds  of  a  branch  road  or  control  them,  the  reorganization  committee  would 
think  twice  before  they  cut  that  road  off. 

Q.  Can  you  suggest  any  remedy  for  ;hat  difficulty?— A.  I  do  nit  think  so;  any 
more  than  it  would  be  the  business  of  the  Ktate  of  New  York  to  save  a  corner 
grocery  from  iNinkroptcy  if  the  otlier  man  got  bitter  canned  peas  than  he  did. 

Q.  Have  the  courts  thrown  any  protection  arouiul  the  minority  holders  of  secu- 
rities in  such  branch  lines?— A.  Oh,  certainly.  The  minority  hotdf^rs,  if  they  wish 
to  come  before  the  courts,  have  a  perfectly  fair  way.  In  fact,  the  londuct  of  the 
conrts  throughout  all  these  trying  times  of  receiverships,  and  tlirough  this  new 
Idea  of  friendlv  receiverships  has  I  sen  in  that  direction.  In  sjieaking  of  friendly 
recelviTships,  I  refer  to  cases  where  the  managers  of  tbe  roud  take  pains  to  see 
tiiat  someone  is  put  in  as  receiver  who  is  not  inimical  to  their  intere.tts.  Anyone 
can  see  that  that  practice,  which  has  grown  up  lately,  may  be  subject  to  great 
abuse.  It  is  to  the  honor  of  the  conrts  of  this  country  that  there  is  little  complaint 
of  practical  Injustice  or  anything  of  that  sort  arising  from  theise  circumstances. 
I  think  the  best  men  acknowledge  it  and  appreciate  tin's  fact. 

Q.  Suppose  that  the  volniue  of  securities,  through  the  incident  of  reorganiza- 
tion, to  be  largely  increased;  the  quotations  from  these  securities  in  the  market 
will  show  lower,  will  they  nor.  by  reaaonof  the  Increase  in  volume?— .A.  Yes;  but 
not  proportionately.  I  think  it  is  the  great^t  nrguuient  in  favor  of  what  in  com- 
mon talk  we  mean  by  stock  watering  that  there  is. 

Q.  (By  Mr,  Ripi.ky.)  Will  yoa  state  a  little  more  in  detail  respecting  that 
point? — A.  Suppose  a  company  is  paying  10  per  cent  on  its  stock.  That  stock  at 
par  of  |100  is  worth  IW  in  the  market.  Now,  tliey  double  the  shares  paying  5 
per  cent:  those  stocks  may  sell  for  $dQ  apiece,  or,  let  n:i  say,  ISO  instead  of  I'lO. 
There  is,  therefore,  effected  by  doubling  of  that  stock  an  absolute  increase  in  the 
selling  value  of,  let  us  say,  2U  or  2.1  points.  Now,  here  is  a  pretty  curious  state  of 
tliiugs,  which  is  tiiat  the  public  have  got  their  mind  on  the  rate  of  interest, 

Q.  You  wouldnot,  then,  attribute  the  condit. on  so  much  toanyfinanci;il  arith- 
metic as  you  would  to  hnmun  nature?— A.  That  is  all.  It  is  psychological,  and 
being  psychological,  there  would  seem  to  be  nc  way  of  curing  it,  I  might  coll 
your  attention  to  that  very  same  thing  that  is  goini;  on  in  conservative  England. 

Q.  You  refer  to  the  railroads?- A.  Therailroads,  I  mean. 

Q,  And  does  not  this  decrease  In  the  value  of  securities,  even  though  it  be  not 
commensurate  with  the  Increase  in  volume— does  that  not  invite  control  for  spec- 
ulative purposes?— A.  To  a  certain  extent;  yea,  I  consider  tbat  overcapitaliza- 
tion has  a  great  many  incident  evils,  and  if  there  is  any  possible  way  In  which 
by  the  sentiment  of  the  community  it  could  be  checked  I  think  It  wise  and  well 
to  have  that  sentiment,  but  I  do  not  know  how  it  can  lie  done  by  legislation. 

Q.  (By  Mr.  Kennedy.)  Yon  said  a  while  ago  that  you  were  opposed  to  Gov- 
ernment ownership  of  railroads.  Would  you  care  to  state  j'our  reasons  for  your 
oj>position  to  that  position? — A.  No,  I  do  not  think  it  is  advisable  under  any  con- 
Bideratlon.    I  thinE  the  management  wonld  be  too  political  and  would  tend  to 
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gtop  tbiB  fall  of  rates  which  le  goiog  on  alt  arooiid  na,  and  which  probably  will 
continne. 

Q.  (Bj  Mr.  Jenks.  )  Yoor  conneddoii  with  the  auditing  bnsineafi  has  made  yon 
familiar,  I  enppose,  with  the  methods  of  carryiog  od  the  bnaiQeBa  of  large  inaoa- 
trial  cori>orations,  as  with  the  railroads?— A.  Somewhat  eo, 

Q.  1  want  to  uak  some  <|uestions  particalarly  with  reference  to  their  capitaliza- 
tion in  connection  with  what  has  been  said.  I  snppoBe  that  the  chief  reason,  per- 
haps, why  corporations  are  considored  more  an  advantageous  form  of  bnsineaa 
than  partnerships  is  becaose  the  liability  of  the  owners  ia  limited  striotlyF— A. 
That  IS  the  essence  of  it. 

Q,  Wonld  yon  say  it  should  lie  a  fandamental  principle  of  a  corporation  organ- 
ization In  biisine«s  that  instead  of  the  nnlimited  liability  of  the  partners  there 
shonld  be  invariably  the  liability  by  some  fnwi  in  a  corporation  that  has  a  fixed 
and  ascertainable  value  always? — A.  I  think  ])erhaps  I  could  Ket  n*.  your  meaning 
bect«r  if  yon  wonld  state  it  in  the  form  of  an  illaatratioii.  Of  course  all  property 
is  snbject  to  the  debts,  and  the  plant  and  what  we  call  tangible  assets  are  always 
subject  to  the  debts  if  the  corporation. 

Cj.  Now,  do  yon  think  that  the  capitalisation  shonld  be  snch  that  the  valne  of 
this  property  could  befisedandascertainedpracticallyregnlarly  atall  times?— A. 
I  think  as  a  matter  of  policy  that  it  wonld  be  well  if  corporation  acconnta  were 
divided  Into  actual  values  and  good  will.  I  have  in  a  number  of  cai^es  advocated 
it.  1  thinli  it  has  a  good  effect  in  Wall  street,  because  incidentally  of  coarse  1  am 
a  believer  in  pood  will  as  a  fair  asset  of  a  company  if  it  is  accurately  valued. 

Q.  Do  yon  think  that  the  good  will  should  appear  in  the  cspital  at  all  nnlesa 
that  good  will  has  been  paid  for?— A.  It  mnst  be  paid  for  if  the  company — if  yon 
will  allow  me  to  repeat  an  illustration  I  made  yesterday  in  regard  to  a  mill,  I 
said  yesterday  that  business  men  think  that  they  ought  to  get  at  least  12  per 
cent  npon  their  capital:  that  if  they  only  get  5  or  6  per  cent  on  their  capital  they 
might  better  get  ont  of  business  and  loan  money  on  bonds  and  mortgages.  They 
consider  13  per  cent  as  the  minimum  retnrn,  and  a  great  many  of  them  get  35. 
In  a  hazardous  bnsineas  2o  per  cent  is  not  too  much.  Now,  if  a  mill  ia  wortb 
{lOO.IXlOaud  the  owner  only  gets  ;$13, 000  a  vear  out  of  it,  if  he  should  sell  that  mUl 
to  any  one  of  ths  combinations,  hnw  would  that  property  be  represented  in  the 
capitalization  of  t]:e  new  company?  The  nsnal  way,  and  it  seems  to  me  the  only 
way.  is  to  issue  bouds  or  preferred  stock,  as  the  case  may  be,  to  tbe  amount  of 
(ICKt.OOO.  on  which.  let  na  say,  U  per  cent  is  to  be  paid,  making  Sfl.OOO,  and  then  on 
this  common  stock  have  $100,000  to  represent  the  other  value  of  that  plant.  Then 
in  that  case  if  yon  were  presenting  it  yon  wonld  say;  Plant.  1100,000:  good  will, 
$100,000,  and  on  the  opposite  side,  bonds  or  preferred  stock,  3100,000.  common 
stock,  represenilng  tbe  good  will,  8100,000.  Then  there  wonld  be  a  perfectly  clear 
proposition. 

Q.  Yonwonldsay,  then,  that  it  is  in  tbe  intflrest  of  tbe  public  regularly  that  this 
distinction  be  made  clear  between  the  actnal  and  the  tangible  assets?— A.  That  ia 
my  personal  opinion.  I  am  not  in  accord  with  some  people  in  Wall  Street  on  that 
qneetion. 

Q.  Snppoae  that  a  company,  by  virtue  of  careful  management  of  its  bnsinees. 
contrived  to  make  very  high  profits— w©  will  say  2S,  30,  or  40  iier  cent— for  a  seriea 
of  years.  In  tbe  making  of  the  ntatements  in  any  way  there,  do  von  think  yon 
conld  distiOKuish  between  the  good  will,  or  profits  made  on  good  will,  or  aaytlung 
of  that  kind,  and  those  based  on  tangible  assets?— A.  The  distinction  conld  00 
made  if  the  ppople  were  willing  to  do  it. 

Q.  May  I  ask  you  to  indicate  how  far  that  should  be  done  in  the  accounting?— 
A.  The  ea.'^iest  way  is  to  have  the  property  appraised.  Then  yon  would  have 
property,  ao  mnch:  accounts  receivable,  so  much;  cash,  so  much;  material  on 
band,  so  much,  and  the  total  of  what  we  call  in  Wall  street  tangible  property. 
and  that  conld  be  very  well  represented  by  one-half  in  bouds,  because  the  nonds 
ought  to  represent  the  plant  only;  one-half  in  preferred  stock,  which  would  rep- 
resent tbe  current  assets,  and  then  the  good  will  for  the  difference.  But  that, 
however.  I  onght  to  say  frankly,  is  an  acaidemlo  qneetion,  I  mean  by  that  expres- 
sion that  Wall  street  ia  not  yet  ready  to  take  it  np. 

Q.  Suppose  it  becomes  a  practical  qnestion  for  the  investor  freqnently?- A.  It 
does,  indeed,  and  it  is  with  an  eye  to  the  inveetor  that  I  am  makinn  this  sugges- 
tion; and,  as  I  said  yesterday,  if  the  public  bodiee  would  keep  an  eye  on  the 
investor  a  little  more,  and  on  the  shipper  a  little  less,  they  would,  in  the  long  run, 
reach  the  consumer,  which  is  the  eame,  for  the  reason  that  a  wicked  and  nnscrn- 
pulous  man  conlrl  squeeze  a  property  to  get  extraordinHry  profits  for  the  time 
being  only,  wbit'h  he  knows  can  not  continne,  that  he  may  sell  hie  lnt«reets  in 
that  property  to  some  Wall  street  Investor  at  higher  than  aotnal  value.  That  ia 
what  yon  mean,  is  it  not? 
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Q,  In  making  np  the  annual  report,  then,  jon  do  not  think  that  any  TWr  high 
earnings  of  that  kind  on^ht  in  any  way  to  bo  represented  by  an  increase  in  the 
capital  on  the  booVs,  by  increase  in  the  value  of  property  aa  Btich,  the  tangible 
assets,  at  all? — A,  That  is  my  general  opinion,  but  as  a  matter  of  f>ict,  ot  conrse 
the  fact  that  people  always  think  they  are  being  swindled  if  a  corporation  pays 
more  than  6  per  cent,  and  the  further  fa<;t  that  an  incrfase  in  capitalization  does 
not  increase  the  selling  Talne,  are  too  powerlnl  nenally  for  theory. 

Q.  Another  qnestion;  In  the  capitaliiation  of  a  plant,  would  yon  favor  includ- 
ingthe  cost  of  promotion  in  any  wayV— A.  Thecost  of  promotion  under  the  theory 
lam  speaking  of  naually  comes  np  after  they  all  jret  through.  Ordinarily  these 
things  are  done  too  much  in  a  hurry  to  figure  out  all  these  questions  first,  and  we 
nsutuly  put  them  in  one  acconnt— coat  of  property.  Mark  the  words,  '■  cost  of 
property."  That  is  the  difference  practically  lietween  the  known  assets  on  the 
oneeideand  the  total liabilitifH on  the  other.  It  is  called  "the  damp  account." 
Kow,  after  that  is  on  the  hooks,  then  the  property  may  be  appraised,  and  that 
"  cost  of  property  '  maybe  divided  between  the  actual  property  and  the  goodwill. 
That  diBpoeee  of  that  (laestion,  becanse  the  cost  of  promotion  would  go  to  good 
wUI. 

Q.  Do  yon  think  In  the  interest  of  investors  it  would  be  wise  regnlarly  at  the 
time  of  the  orgaciy-ation  of  the  company  tu  distinguish  between  good  will,  as  you 
have  practically  defined  it,  and  the  cost  of  promotionV— A.  I  think  that  is  the 
proper  thing  to  do. 

Q.  But  that  is  not  the  custom? — A.  It  is  not  always  the  custom,  bnt  some  com- 
panlee  do  it.     A  good  illustration  is  the  American  Cotton  Oil  Company.     Their 


property  is  divided  there  clearly  between  appraised  value  and  good  will— clearly. 

Q.  And  is  the  item  of  cost  of  promotion  put  in  also  separately?— A.  It  must  be 
if  the  appraisal  is  made  properly. 

y.  Included  in  the  other,  bnt  is  it  appraised  separately? — A.  No. 

Q.  You  yonrself  are  inclined  to  think  it  would  be  wise  to  have  that  stated  aepo- 
ratelyy— A.  I  did  not  mention  that.  1  meant  if  the  capitalization  ie  properly  and 
fairly  accounted  for  on  the  one  side  then  the  difference  between  the  value  of  the 

Elante  and  the  tangible  assets  can  go  into  good  will  altogether,  whatever  it  may 
e,  thecoet  of  promotion,  the  expense  of  organization,  or  anything  else  it  maybe. 
Q.  This  good  will  that  comos  before  the  taiij^ible  assets  is  ve;y  frequently  esti- 
mated in  accordance  with  the  profit<i  that  have  been  made  from  the  liueiness  for  a 
series  of  years  before  it  was  really  taken  over  and  put  in,  is  it  not? — A.  Yes;  and 
also  upon  tiie  probability  of  business  in  the  future. 

a.  Now,  this  item  of  the  coet  of  promotion,  the  pay  of  the  promoter  himself, 
the  pay  of  the  underwriter,  and  so  on,  is  something  entirely  different  from 
that.  He  only  seems  to  recognize  earning  capacity,  and  you  are  reuUy  capitaliz- 
ing earning  capacity? — A.  That  is  what  it  amounts  to. 

Q.  When  it  comoK  to  the  reckoning  in  of  the  cost  of  promotion,  however,  that 
does  not  seem  to  be  capitalizing  earning  capacity,  does  it? — A.  Uenerally;  and  as 
apractical  matter  the  cost  of  ])romotion.  the  earning  capacity — that  is.  the  limit 
of  the  capitalization— is  first  fi-'-ed,  and  then  the  cost  of  promotion  is  taken  out  of 
that.  As  a  mattor  of  fact  this  theory  does  not  always  work  that  way,  bnt  that  ia 
what  they  try  to  do. 

Cj.  In  the  case  of  the  larger  industrial  combinations  could  you  give  the  commis- 
sion any  idea  as  to  the  percentage  of  the  capitalizatioa  hs  reckoned  out?  I  do  not 
suppose  there  is  any  regular  rule  to  offer  for  this  cost  of  promotion?— A.  There  is 
no  percentage  charge  about  it.  The  promoter  ^oes  around  and  gets  the  property 
for  whatever  price  he  can  fix  upon,  and  then  it  is  capitalized  at  whatever  the  Wall 
street  people  are  willing  to  t  ike  it  for.  and  the  difference,  less  the  expense,  is  hie 
profit.     That  is  all  that  could  be  said  about  it,  so  far  as  promotion  is  concerned. 

Q.  In  reference  to  tiie  price  of  underwriters  in  that  same  connection?- -A.  The 
tmderwriting  is  usually  considered  as  a  part  of  the  organisation  e^iitiuse,  and  it 
eventually  goes  into  good  will;  but  those  companies  that  are  conserviitive  make  a 
separate  statement  of  this  organiEation  e.xpenae  and  write  them  off  by  degrees. 

Q.  In  the  promotion  of  these  sewer  and  lart,'er  corporations,  particularly  those 
that  are  combinations  of  others,  when  tho  public  is  invited  to  invest  in  the  ebares, 
would  you  favor  the  issneof  prospectuses  in  every  case,  giving  in  rensonable  detail 
the  conditions  of  the  business?— ^A.  Theoretically,  yes.  E\  erybody  should  have 
the  information,  and.  according  to  the  English  laws,  they  have  that  over  there, 
and  perhaps  if  we  had  had  that  law  here  twenty  years  !i;.'0  it  would  have  been  a 
graat  help  to  us  and  it  might  have  saved  us  a  good  deal  of  trouble;  butasitisnow 
wo  have  worked  out  our  own  salvation  to  an  eitent,  so  that  the  reputable  banking 
house  which  brings  out  a  combination  baa  so  much  buFiinesa  interest  in  it  that  it  is 
almost  a  better  saf^uard  than  a  general  law  could  give,  because  the  banking  oom- 
paaiee  must  descend  to  particulars,  and  the  difficulty  of  the  case  la  that  no  general 
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law  can  be  drawn  which  will  specify  what  Information  is  necesaaiy  in  each  one  of 
Uieee  companiee.  Sometimea  it  ia  one  thing  and  sometimeB  it  is  another,  bo  that 
while  it  is  a  good  thing,  tt  ia  not  essential.  As  I  say,  wfl  have  worked  ont  the 
matter  in  Wall  street,  so  it  ia  not  as  necessary  now  as  it  was  twenty  years  ago. 

<^.  You  still  thinlc  it  would  be  desirable,  however? — A.  Yea:  there  conld  oe  n<; 
objection  to  it. 

Q.  Would  yon  pat  it  stronger  than  that?  I  ask  if  yon  still  think  It  is  a  desirsbla 
thing  rather  than  an  unobjectionable  thing?— A.  Yea;  I  thinhit  would  be  deoirable. 
It  would  cryatalize  a  custom. 

Q.  Yon  siieak  of  the  Intlnence  of  the  banking  honsea.  They  of  course  protect 
themselves  by  their  own  inveatigationB.  Do  they  protect  in  the  same  manner 
people  like  the  small  investor? — A.  Only  in  the  sense  in  the  way  they  protect  their 
own  repntatioiiB.  While  they  diaclaim  responaibility  for  the  future,  which  they 
natnratly  do,  they  have  a  certain  reputation  interest  in  the  near  future,  and  a 
great  many  of  them  octnally  live  np  to  it  by  trying  to  fulfill  the  promiaee  that 
uiey  make  to  the  iiivestom  at  the  time  of  the  incorporatioii. 

Q.  Do  yon  tliink  that  a  greater  degree  of  publicity  of  the  kind  ron  jnat  have 
suggested,  If  it  were  enforced  in  this  country  or  in  this  State,  wonid  hamper  Isgiti- 
mate  business  at  all?— A.  I  do  not.  It  would  not  hamper— a  reasonable  degree  of 
publicity. 

Q.  Perha] 

sonable  deg. ^_    ,.     _.     _    _  ..      _  .  „    _  . ^ 

porated  the  shareholder  has  immediately  a  right  to  information  in  r^ard  u. 
own  company.  At  the  sume  time  he  is  unfamiliar  with  the  details  of  that  com- 
pany: he  does  not  know  what  is  for  the  beet  interests  or  that  company:  that  mnat 
be  left  to  directors  and  oliicers.  Now.  if  aJl  ahareholders  who  buy  to-day  and  sell 
to-morrow  should  have  knowledge  of  all  inside  information .  there  Is  uo  question 
at  all  that  it  would  tie  serious  in  a  great  many  cases  to  competitors  of  thoae  com- 
panies, because  the  simple  change  of  the  form  of  a  bnainess  from  a  partnership  to 
a  corporation  does  not  altar  the  fact  that  that  concern  is  in  business  exactly  the 
same  as  Itefore,  and  the  sume  reasons  for  not  giving  up  its  busineas  secrets  which 
existed  in  the  shape  of  a  partneraliip  apply  to  the  corporation.  The  circumstancea 
of  the  buainosa  are  not  changed  by  the  style  of  doing  it.  On  the  other  hand,  there 
is  that  clear  right  of  the  Bharebolders.  Now,  what  compromise  can  be  made 
between  those  two?  That  is  tiie  main  iinestion.  I  have  myself  once  or  twice  advo- 
cated that  such  a  concern  should  be  examined,  say,  bytheAnditCompany  of  New 
York,  and  that  I  he  reaulta  of  thate.samlnation  should  be  stated  without  details, 
OS  perhaps  satialactory  to  all  concerned.  Not  long  ago  a  company  in  New  Yoric 
was  aaid  to  have  been  guilty  of  a  breach  of  good  bnainess  principles  in  making  a 
certain  contract,  and  the  shareholders  demanded  that  the  whole  matter  should  bo 
laid  bare  before  tliem.  The  company  said  that  to  do  thatwonld  be  very  serions  in 
their  bnsineaa.  as  they  had  very  active  and  strong  competitors,  and  it  was  com- 

firomised  finally  by  BUHiipointmen  tot  a  small  committee  of  ahareholdera  who  were 
astruct«d  to  investigate  the  matt«r  and  give  their  findinga.  but  no  details.  Now, 
that  is  the  same  principle  e:(actly.  That  ia  a  practical  caae  that  happened  here  in 
Kew  York  not  long  ago. 

C^.  The  finding  should  include  a  sufficient  statement  so  that  the  real  actual  con- 
dition of  the  buainess  should  be  underatood,  should  it  not?— A.  Yes;  I  do  not  think 
tiiere  will  be  any  objection  to  that 

O.  Could  you  perh:ips  state  offband  the  general  items  yon  think  Bhonld  be 
included  in  such  balance  sheets?  Snch  a  report,  I  mean,  as  conld  be  made  with 
safety.— A.  Cost  of  property,  including  or  not  including  good  will,  as  the  custom 
of  the  company  might  be:  tauKible  assets,  either  in  one  lump  sum  or  subdivided; 
the  capitalization,  subdivided;  all  the  debts  of  the  company,  in  one  sum  or  sub- 
divided; surplus  of  the  com|iany  from  the  previous  years;  profits  of  the  company 
for  thia  year,  on  one  aide,  and  on  the  other— that  is.  debit  and  credit,  yoo  under- 
stand, lought  tosay  wehaveiii  severalcaxesdone  that  same  thing.  The  Pressed 
Steel  Car  Coiii|)any— 1  make  mention  of  thia  l>ecause  it  is  a  matter  no  longer 
secret— is  issuing  a  re{>ort  with  our  certificate,  basei)  in  just  that  way.  and  it  ma^ 
interest  yon  to  know  also,  since  you  are  interested  <it  has  nothing  to  do  with  thia 
particnlor  testimony,  but  it  ia  right  in  the  Hue  of  the  commission.  I  think),  they 
nave  .inst  issued  mortgage  notes  to  the  extent  of  g.5.00[).00.i,  payable  in  10  years, 
and  they  gnarantae  that  they  will  always  have  on  hand  certam  things,  and  so 
on,  which  are  intended  to  be  a  safeguai'd  to  the  investor,  and  they  have  appointed 
theAudit  Company  of  New  York  to  ascertain  whether  these  stipulations  are  being 
carried  out.  agreeing  that  its  decision  shall  be  binding,  it  is  A  new  idea  in 
industrial  finance. 


jdbyGoOglC 


T.   L.  GBEETTE: — WHAHOIKG   OV   COBPOBATIOH8. 


tJon  the  diflerent  iteme  tiiat  you  think  conid  be  distinguiBhad?  For  example, 
woald  yoa,  in  giviri);  the  tangible  oaeets.  nsnally  gire  the  amount  of  stock  on  haud, 
the  amonnt  of  material  on  band,  for  example? —A.  I  purposely  said  either  ialnmp 
.sum  OT  gnbdivided,  according  to  the  position  of  tbe  company.  There  are  times  in 
the  history  of  different  induatrial  companies  when  to  state  the  amonnt  of  raw 
material  on  hand  would  be  a  very  serioos  drawliacli.  I  bare  in  mind  one  or  two 
companies  now  that  wo&ld  be  serionsly  embarrassed.  On  the  other  hand,  there 
may  be  fairly  steady  indostrial  companies,  which  bare  no  objectinn  to  doing  that; 
therefore  I  say  it  onght  to  be  left  to  the  companj'— to  the  good  sense  of  the  com- 
pany.     Yon  can  not  even  theorise  abont  these  things  in  exact  particulars. 

Q.  To  the  good  sense  of  the  aodltors?— A,  Auditors,  or  good  sense  of  the  com- 
panies. 

Q.  Will  yon  discnss  in  the  same  way,  briefly,  the  eubdivlsion  of  debts? — A. 
There  is  the  same  thing  again.  A  company  at  one  time  way  borrow  very  large 
amounts  of  money  from  the  bank,  and  have  very  small  amounts  owingf  or  material 
nnpaid  for.  That  might  be  a  very  important  point  for  people  to  know.  They 
might  ^  around  and  whisper  about  their  credit.  At  another  portion  of  the  year 
they  might  have  had  a  very  large  amount  of  debts  for  goods  purchased  and  unpaid 
for,  and  owe  a  very  small  amonnt  to  tbe  bank,  I  think  they  ought  to  be  allowed 
to  state  it  or  not  state  it,  according  to  the  circamatances  of  their  bnsinees.  It  does 
not  really  affect  the  investor. 

(t^.  What  would  yon  say  with  reference  to  the  allowance  for  depreciation  of  the 
plant,  and  so  on,  appearing  in  accotmts  regularly?— A.  I  think  it  ought  to  so 
appear.  It  Is,  in  my  judgment,  jnstae  much  a  charge  on  the  business  aa  amounts 
paid  for  labor.  It  is  in  elTeot  a  distribution  of  a  sum  of  money  which  inevitably 
will  have  to  be  paid  sometime  or  other — that  is,  for  the  renewal  of  plant,  machin- 
ery, and  so  on. 

Q.  Under  the  laws  of  Clermany  a  proTision  of  this  kind  is  made:  That  out  of  the 

Cfits  there  shall  regularly  bo  reserved  5  per  cent  of  the  net  profits  in  the  build- 
_  up  of  a  reserve  fnnd  until  that  reaches  10  per  cent  of  the  fixed  capita!,  and 
thereafter  this  reserve  fund  is  to  be  regularly  kept.  Do  you  think  that  any  regn- 
lation  of  that  kind  provided  by  law  would  be  good?  Is  there  any  advmitage  in 
it? — A.  That  is  not  the  American  way.  The  (j^ermaus  build  thiuga  theoreti(^ly. 
There  are  so  many  diverse  interests  and  so  many  corporations  doing  different 
things  in  the  United  States  that  a  rnle  conld  not  be  framed  that  would  be  applica- 
ble to  all  of  them.  The  difficulty  of  the  situation  is  to  det«rmlue  what  is  the  proper 
and  fair  amount  to  be  charged  off  for  depreciation. 

Q,  This  ciaeBtion  had  to  do,  not  with  the  charging  of  depreciation,  bat  with  tbe 
accnmulation  of  areservefund.— A.  It  is  the  same  thing.  Now.  as  to  that  reserve 
fand.  of  coarse  that  could  be  eet  aside— actually  set  aside— or  cotiid  be  rein- 
vested in  the  plant.  Sometimes  one  thing  is  advisable  and  sometimes  another.  It 
wonldberathBrfoollBh  to  set  aside  that  reserve  fund  at  ^  per  cent  and  then  borrow 
money  to  do  BOmetblng  with;  but  at  the  siame  time  there  are  circumstances  some- 
times— in  steamship  companies,  for  e.^aiuple,  where  anew  steamship  is  staring  you 
in  the  face — where  it  is  well  to  put  e-side  the  actoi^l  money. 

Q.  A  farther  provision  i>f  this  kind  has  been  suggested:  That  if  the  annual  bal- 
ance sheet  ahows  that  half  the  company's  capital  will  be  lost,  there  shall  be  imme- 
diately called  aspecial  meeting  of  theshareholdersin  order  to  submit  the  condition 
of  the  boHineas  to  them  as  a  whole  and  see  what  is  to  be  done;  and  a  still  further 
provision  saggest«d  is  that  if  at  any  time  it  appears  that  the  liabilities  exceed  the 
assets,  the  manai^ng  board  itself  mast  at  once  institute  bankruptcy  proceedings? — 
A.  I  do  not  think  the  American  people  would  like  that. 

Q.  No  question  about  that;  tbe  American  corporation  directors  would  not  like 
it.  I  was  going  to  ask  the  qnestion  from  the  point  of  view  of  business  policy. 
Some  of  the  opinions  seem  to  be  along  this  line:  That  while,  of  course,  it  is  hard 
for  the  directors  and  hard  for  the  company  at  times,  still,  in  the  interest  of  credi- 
tors, and,  in  the  long  run,  in  the  interest  of  tht<  general  public,  it  seems  to  work 
well.— A.  I  do  not  think  that;  that  is  a  hard  questiou.  This  same  publicity  that 
you  were  just  speaidng  of  would,  perhaps,  so  far  aa  onr  diveraitied  interests  are 
concerned,  meet  the  case  but  not  the  exact  provision  as  to  wha>.  should  and  should 
not  be  done;  and  I  certainlv  think  precise  regulations  of  that  character  would 
work  in  Germany  pretty  well,  but  not  in  tbe  United  States. 

Q.  You  are  of  opinion  if  there  was  an  attempt  made  to  make  our  laws  as  rigid 
as  there,  it  might  hamper  this  country  in  international  production?— A.  No  quee- 
tiou  about  it.  We  have  our  drawbacha.  as  I  said  before.  We  have  industrial  aa 
well  as  individual  faults;  but  it  would  be  very  unwise  for  us  to  hamper  to  any 


.C^tioi^lc 


494  rsDUSTRiAL  commission; — transpoetation. 

Qureaaonaible  extent  the  great  captains  of  indnstry  who  have  now  before  them  tlie 
opportanitv  to  make  the  United  States  one  of  the  great  nations  of  Ihs  world. 

Q.  You  have  just  made  a  aaggeHtion  as  to  the  benefit  that  will  come  to  thiB 
country  or  that  has  come  to  this  country  from  having  these  large  industrial  com- 
binations sell  their  products  cheaper  abroad  than  here.  Do  yon  think  that  in  the. 
interest  of  the  public  here  they  are  iustilied  in  so  doing  iu  many  cases? — A.  I 
thinl<  it  ix  tbe  saTnu  in  that  as  it  is  in  the  questions  discussed  yesterday  in  regard 
to  the  result  of  the  combination  of  the  anthracite  region.  The  first  result  of  that, 
for  example,  would  be  the  possibility,  of  course,  the  absoluie  physical  possibility, 
of  raieingthe  price  of  coul;  out  I  thinic  the  aitimate  result  would  be  the  lowering 
of  It.  It  is  no  doubt  the  same  way  with  exporu.  The  first  ragult  is  to  create  a 
g^eat  contrast  between  the  export  price  and  the  domastio  price,  bnt  in  the  long 
nut  it  would  have  the  result  of  reducing  the  price  at  which  goods  conld  be  manu- 
factured and  sold  to  the  domestic  consumer, 

3.  From  the  standpoint  oC  interest^  the  public  as  well  as  the  corporation  itself 
the  waKe-earners.  is  it  desirable  to  get  a  market  abroad  even  at  lower 
prices? — A.  1  do  not  thinli  the  public  at  large  realizes  the  importance  of  it. 

S.  This  frequent  custom  you  si)eak  of  is,  so  far  as  your  knowledge  goes,  practi- 
;f  universal  in  other  countries  as  well  as  in  this  country  in  order  to  seonre 
foreign  markets?— A.  Yes. 

(^.  It  is  simply  a  normal  business  condition?^A.  Simply  a  normal  business  con- 
dition. It  is  more  notably  so  in  the  United  States  over  a  very,  very  large  extent  of 
the  country.  When  the  New  England  manufacturer,  for  example,  finds  that  be 
is  getting  overstocked  and  that  the  domestic  market  is  not  taking  his  prodnct  and 
he  wishes  to  keep  hi^skille'l  labor,  he  will  go  on  mnnnfacturing  and  sell  that  over- 
plus in  Kansas  City  in  competition  with  a  Kansas  City  Brm  at  prices  which  may 
yield  the  Kansas  City  firm  a  profit,  but  which  yield  no  profit  to  the  New  England 
manufacturer,  and  he  would  do  that  persistently.  And  that  sort  of  thing  is 
going  on  all  over  the  United  States.  That  is  the  reason  the  railroads  arecarrying 
BO  much  business,  and  the  moment  the  railroads  should  raise  the  freight  Tat«a 
they  would  dry  np  their  trafiic.     So  we  go  back  to  the  same  idea  of  enlightened 


Q.  1  should  like  to  sum  up  your  own  general  opinion  in  a  word  or  two  oe  I 
understaQd  that  general  opinion  in  refereni;e  to  this  matter  of  promotion  and  pab- 
licityas  regards  the  annual  business  of  corporations,  to  see  if  I  understand  you 
correctly.  You  do  think  that  in  the  intertirt  of  the  investors  and  iu  the  interest  of 
the  public  it  would  be  desirable  when  n  company  is  organized  to  have  in  Oie  pros- 
pectus or  maNe  public  in  some  way  the  tangible  assets  distingnisbed  carefully 
from  the  good  will;  you  personally  think  that  it  would  be  desirable  in  the  Btat&- 
msnt  of  the  value  of  the  good  will  to  distinguish  also  the  pay  of  the  promoters? — 
A.  No. 

Q.  You  do  not  think  so?— A.  I  do  not  think  so. 

Q.  You  think  you  ought  not  to  divide  the  item  of  good  will?— A.  No:  I  do  not. 

Q.  Distinguish  the  promoter  a  i}d  nnder  writer  from  the  earnings  that  come  from 
the  busines-s.— A.  1  might  state,  for  eiample,  if  properties  are  Sought  for  50  and 
sold  at  100  lyou  and  I  buy  at  that  figure  and  the  I'roperty  is  really  worth  JliX))  it 
makes  little  difference  to  lis  whether  the  promoter  has  bought  for  50  or  73.  The 
main  thing  with  us  is,  not  how  they  were  got  together,  but  what  they  were  bought 
out  for. 

y.  The  other  question  is  perhaps  as  to  whether  the  value  after  all  doee  not 
depend  to  a  considerable  extent  upon  what  people  can  be  made  to  believe  it  is 
worth?— A.  Undoubtedly. 

Q,  Now,  the  qneation  is  if  people  are  not  frequently  led  to  believe  properties  ar« 
worth  a  good  deal  more  than  they  ure  worth  and  whether  they  would  not  know 
better  if  they  knew  what  the  profits  of  the  promoter  and  underwriter  were.— A. 
That  might  be  true  iu  certain  cases,  but  there  are  a  great  many  cases  where  sach 
knowleilge  would  have  no  relation  to  the  facts.  Let  ns  suppose  a  oity  has  two 
trolley  lines,  one  at  each  end.  The  stock  of  these  companies  is  worth  par.  Some- 
body comes  along  and  buys  both  of  these  at  3I0i>.  They  are  worth  par.  Ho  puts 
them  together  and  puts  in  connecting  lines  between  them,  and  the  stock  of  those 
companies  is  then  worth  jl.'iU.  There  is  a  case  where  the  benefit  of  that  stock 
comes  naturally  from  combination.  Now,  it  is  of  no  consequence  to  tbe  person 
who  buys  it  whether  he  pays  SlOOorSlSa  if  the  concern,  after  running  and  with  all 
theseimprovemeuts,  is  legitimately  worth£i50.  And  one  of  the  most  surprising 
things  Is  the  way  a  good  trolley  line  will  create  trafiSc, 

Q.  Would  yon  yourself  consider thecomparisona  foiroue  between  atrolleylin« 
of  railroad  at  any  other  industry  that  has  the  element  of  mttaral  joaaapalj  in  It 
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becanee  a  competitor  can  not  go  into  the  aame  locality  with  b  oorporation  that  la 
selling  some  article  on  the  marliet  of  ordinary  coneamption— angar,  let  us  say?— 
A.  No;  certainly  not,  in  a  great  many  ways.  1  apeak  of  that  simply  to  ehow  yon 
what  miffht  be  Ihe  case.  To  illnBtrate  what  I  mean,  there  are  conctitiona  of 
indnstrial  combinations  where  that  principle  will  atill  hold  good.  The  Pressed 
Steel  Car  CompHny  is  a  combination  of  one  company  that  had  patents  on  the 
bodies  and  another  company  that  bad  patents  on  the  tmck. 

Q.  In  that  case  the  element  of  good  will  is  largely  in  patents?— A.  Certainly. 

Q.  And  that  brings  in  the  legal  monopoly  element  agam?— A.  Yes.  That,  of 
oonrse,  we  do  not  discnas;  we  all  agree  it  shonld  be  so;  bat,  of  conree,  that  doee 
not  prevent  anybody  else  making  care  ont  of  another  kind  of  steel.  He  has  no 
monopoly  at  all.    It  is  a  fair  and  aqnare  business,  a  legitimate  advantage. 

Q.  How  far  do  yon  think,  in  all  of  these  lines  of  linHineBs  that  we  have  been 
gpeiiking  of,  p^icularly  the  indastries,  the  intereatB  of  the  investor  in  the  stock 
or  of  the  ahareholdera  and  the  interests  of  the  consuming  public  coincidel'^A.  I 
think  they  are  more  intimately  related  than  appears  at  first  eight.  That  is  where 
I  differ  with  a  great  many  persons  who  have  written  or  spoken  on  that  subject. 
They  seem  to  think  there  is  an  irreconcilable  conBict  between  the  two.  as  I  said  a 
moment  ago.  I  really  think,  from  my  experience,  that  what  keepn  the  investor 
posted  as  to  the  real  value  of  bis  property  will  in  the  long  ran  keep  the  company 
also  from  imposing  on  the  consumer.  In  other  wordt^,  as  yon  said,  some  degree  o'f 
publicity  is  a  remedy  for  this  withont  legislation. 

Q.  Would  you  say  that  the  interests  or  the  directors,  the  large  majority  stock- 
faolders,  differ  enongh  from  those  of  the  minority  stockholders — tinean  as  a  matter 
of  actual  experiencein  the  industrial  comblDatione  as  we  ilnd  them  to-day  in  New 
fork— BO  that  the  directors  need  to  be  put  under  more  careful  restriction  of  law 
than  at  present?— A.  No;  I  should  say  not.  There  ought  to  be  no  difference 
between  the  int«reste  of  the  majority  and  of  the  minority,  and  the  theory  of  onr 
directors  is  that  they  do  represent.  Of  course,  that  theory  is  not  always  carried 
out,  but  that  is  theactnal  fact.  I  might  also  say,  bearing  on  thispoint,  if  you  will 
bear  some  little  digression,  I  think  tbe  American  principle  of  having  companies 
ran  by  the  directors  Is  a  great  advantage  to  us— more  so  than  having  the  company 
mnby  the  stockholders,  as  it  is  run  by  the  British.  I  am  opposed  to  the  principle, 
which  seems  to  be  creeping  into  a  great  many  of  our  organizations,  of  having  the 
Btockbolders  called  together  to  declare  dividends  or  something  of  that  kind,  I  do 
not  believe  they  can  know  the  business  hs  the  directors  do. 

Q,  Do  yon  favor  onr  American  plan  of  having  the  business  largely  in  the  hands 
of  ofScers,  the  pret^lderit  and  two  or  three  ofBcers,  instead  of  the  board  of  directors 
as  a  whole,  and  having  the  board  oF  directors  really  stand  in  tbe  background,  as  I 
sappoee  they  very  frequently  do?— A.  That  arises  from  the  social  stringency,  the 
social  condition.  In  other  words,  in  England  there  is  a  l^irgo  and  important  class 
of  people  who  have  made  their  money  and  who  would  like  to  be  bnay  with  impor- 
tant affairs.  In  the  United  States  we  aro  all  busy.  It  is  an  ensy  matter  to  get  a 
good  busmeee  man  in  England  to  go  rin  as  a  director  of  companies  merely  for  the 
sake  of  liaving  something  to  do.  people  who  have  Independent  fortunes.  There 
■re  very  few  in  the  United  States  who  have  independent  fortunes  who  are  not 
engaged  busily  in  bnainees.  The  theory  works  out  beantifnlly  In  England,  and 
it  will  in  time  work  ont  in  the  Unit^il  States. 

Q.  Hnve  you  in  yonr  mind  tbe  difference  between  the  American  and  the  Eng- 
lian  and  the  Qerman  methods  of  doing  business?  Is  it  true  that  the  American 
business  man  is  willing  to  take  individual  responsibility;  that  is,  that  the  presi- 
dent of  a  company  is  willing  to  go  ahead  and  make  a  very  important  bargain  and 
trust  to  his  directors  to  approve  of  that  bargain  afterwards,  whereas  the  English 
and  the  German  bus^iaesa  man  hesitates  to  take  individual  responsibility  in  that 
way,  but  insists  upon  responsibility  by  the  corporation?— A.  That  is  a  verv  impor- 
tant point.  It  is  one  reason  for  our  tremendous  success.  I  have  heard  several 
presidents  of  important  corporations  say_  they  were  obliged  to  violate  tbe  by-laws 
of  their  corporations  by  agreeing  to  an  important  contract  before  their  board  of 
directors  bad  aothorlzed  it,  but  niowing  their  ^licy  and  their  feelings,  they  were 
acting  BB  they  thought  merely  as  their  mouthpieces  until  sncb  time  as  they  conld 
affirm  the  transaction. 

Q.  Yon  tbink  the  American  does  take  that  responsibility,  and  tbe  <4erm<>n  and 
Englishman  do  not? — A.  Quite  tme. 

Q.  And  that'  Is  one  reason  for  industrial  supremacy  in  the  United  States?— A, 
Tea. 

(Testiniony  closed.) 
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New  Yoek,  Fdnruary  18, 1901. 
TESTIHONY  OF  HR.  JAHE8  E.  CHILDB, 

Oeiieral  MoTiager  New  York,  Ontario  and  Weelem  Baiiroad. 

The  speciftl  sttbcommiBsion  met  in  the  rooms  of  the  Ch&mber  of  Commerce,  New 
York  City,  February  W,  1901,  Mr.  U.  J.  Harris  presiding.  At  10.47  a.  m.  Mr. 
Janiea  E.  Childa,  seaeral  manager  New  York,  Ontario  and  Western  Rulway 
Company,  appeared  as  a  witneee,  and,  after  being  dnly  sworn,  testified  as  follows: 

Q.  (By  Mr.  C,  J.  Harris.)  Will  you  give  ns  yonr  fall  name,  yonr  address,  and 
your  occnpation?— A.  James  E.  Obilds  is  my  name,  and  my  addresB  No.  56  Beaver 
street.  New  York  City;  I  am  general  manager  of  the  New  York,  Ontario  and 
Western  Railway. 

Q.  Is  yonr  line  eogaged  in  the  mining  and  transportation  of  aathracite  coal? — 
A.  It  is. 

Q.  About  what  proportion  of  the  anthracite  coal  bnslnees  does  yonr  road  do? — 
A.  In  1900  it  did  B.75  per  cent  of  it 

Q.  Whatpart  of  the  coal  fields  do  you  specially  toach? — A.  Scranton  to  Forest 
a^ — the  Wyoming  field. 

Q.  (By  Mr.  Eiflev.)  Does  yonr  line  extend  to  Wilkeabarre?— A.  It  does  not; 
it  terminates  at  Scranton. 

Q.  We  would  like  to  ask  you  in  regard  to  the  way  in  which  rates  on  anthracite 
coal  are  made  np— how  they  are  based.— A.  The  railroad  tariffs  in  effect  are:  Buf- 
falo, S3:  Chicago,  SaM:  St.  Louis,  $4;  Tidewater,  tl.75.  Bat  nearly  all  of  the 
coal  carried  by  the  Ontario  and  Western  road  is  carried  on  a  percentage  basis. 

a.  Have  there  been  any  changes  in  recent  years  in  tariff  rates  on  anthracite 
?— A,  There  has  been  bnt  very  little  change,  bnt  there  are  occasional  changes 
from  year  to  year. 

Q.  Yon  have  mentioned  certain  definite  rates,  and  then  a  percentage  basis. 
What  do  you  mean  by  percentage  basis?  Will  you  explain  that  phrase  more 
folly? — A.  When  the  Ontario  and  Western  reached  the  coal  fields  in  IS90  womade 
contracts  with  individual  operators,  agreeing  to  carry  their  coal  to  tide  water  on 
the  basis  of  40  per  cent  of  the  tide- water  price.  At  that  time  the  contractoallowed 
a  part  of  the  terminal  charge  to  be  peid  by  the  individual  operator.  So  that  for 
ooal  transported  to  tide  water  we  received  40  per  cent  plus  ,'i  cants,  which  latter 
amonnt  covered  the  expense  of  the  trestle  charges  in  New  York.  That  arrange- 
ment continned  in  effect  for  some  years,  and  then  the  individual  operatoi's  sold 
their  coal  on  cars  at  their  mines  at  60  per  cent  o(  the  tide-water  average  price, 
eliminating  that  5  cents  terminal  charge  and  other  costs,  like  commissions,  etc., 
of  the  transporting  line.     That  arrangement  has  been  in  effect  since  and  Js  in 

Cj.  (ByMr.  Rifi.EY,)  Could  you  give  figures  simply  as  an  illustration?  Snppose 
the  tide- water  price  is  $4 — ~A.  (Interrupting.)  I  wish  I  could  suppose  anytning 
as  fine  as  that  streteh  of  imagination, 

y.  Will  you  give  jostone  figure  toahow  what  you  meaneiactly?— A.  Thetide- 
water  price  is,  say.  {3.  and  the  price  to  the  operator  at  themineSl.SO  net,  without 
discounts,  rebate,  or  anything  of  that  kind.  They  get  their  accounts  settled  on  the 
20th  and  3r.th  of  the  month, 

Q.  la  there  not  a  05  per  cent  basis  under  discussion  among  the  railroads?— -A. 
There  is. 

Q.  That,  however,  is  only  provisional  at  the  presont  time?— A.  I  believe  it  is.  I 
have  understood  that  the  operators  have  agreed  to  it,  bnt  no  settlements  as  yet 
have  been  made  on  the  (in  per  cent  basis. 

C^.  Does  that  understending  apply  te  all  railroads  entering  the  field? — A.  I 

Q.  (By  Mr.  Kennedy.)  Mr.  Childa.  have  yon  figured  ont  how  mnch  the  charge 
is  per  ton  per  mile  for  transporting  anthracite  to  the  seaboard,  tide  water?— A,  It 
is  all  shown  in  the  annual  reports  of  the  officers  of  the  railroad  company,  I  have 
acopy  here  that  I  can  refer  to.  [Witness  gets  report  and  reads:]  "Twenty-first 
Annual  Report  of  the  President  and  Officers  of  the  New  York,  Ontario  and  West- 
ern Railway  Company,  with  statement  of  accounts  for  the  fiscal  year  ending  June 
30,  l&OO."    No.  it  does  not  give  the  information  in  just  that  form, 

Q,  la  it  abont  21)  mills  per  mile?— A.  Oh.  it  is  better  than  that.  The  average 
gross  revenue  per  gross  ton  received  by  the  Ontario  and  Western  for  the  year  end- 
ing Jane  80.  ltJ9fl,  was  $l,128on  all  coal  transported. 

(j.  Well,  was  it  abont  10  mills  per  mile?— A,  Oh,  no:  we  never  got  anything 
like  that    The  distance  to  tide  water  is  314  miles. 
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Q.  (By  Mr.  BiFLKY.)  TbatiBsottheBhorteBtronte?— A.  ThatiatoWeeh&wksn. 
Then  in  the  Bommer  months  we  load  cool  in  veaaebi  at  Corawall,  which  ia  54  miles 
diorter.     The  fibres  givan  are  an  the  Ontario  and  WBHtem  distance  to  tide  water. 

(j.  (By  Mr.  Ki:NNEi)Y.)  We  havotestimony  to  the  efEect  that  the  charge  avor- 
Bgee.  I  tnink,  10  mills  per  ton  per  mile  for  the  anthracite  coal. — A.  Oh,  we  never 
got  anj^hlng  like  that.     Onr  charge  rnns  from  6  to  7  mills. 

Q.  (By  Mr.  RifLBV. )  Might  not  that  be  trne  of  roads  which  make  the  shortest 
hanl  to  nde  water?  -A.  I  think  the  shortest  roate  to  tide  water  ia  the  Delaware, 
Lackawannaand  Western;  that  is  145  miles.  Idon'tknowmuohabontthedetails 
of  the  Delaware,  Lackawanna  and  Western  rate,  bnt  I  don't  think  any  road  ever 
received  any  sncb  rate  as  yon  mention. 

Q.  (By  Mr.  Kbnkf.uy.j  Well,  I  wonld  like  to  have  yon  explain,  while  on  this 
bead,  if  there  is  any  difference  between  the  rates  for  hanliu?  bitnminons  coal  and 
tboM  (or  hanling  hard  coal.  A  great  (lifferenceseemetoezist;  please  explain  it. — 
A.  I  do  not  know  mii<:h  aboat  bitnminons  coal,  and  but  very  little  aboat  bitnmi- 
Dons  coal  rates. 

Q.  (By  Mr.  C.  J.  H&RRls.)  In  answerintc  tbeee  qnestions  we  wonld  not  only 
like  to  have  yon  answer  in  regard  to  yonr  own  road,  bnt  we  want  to  get  at  the 
snbject  generally,  what  yon  Know  of  the  general  practice. ^A.  I  presume  yon 
want  the  facts.  I  do  not  know  very  ninch  abont  any  road  except  the  Ontario  and 
Western;  the  rest  of  it  is  all  surmiae,  I  prefer  to  have  yon  get  that  information 
from  some  sonrce  more  reliable. 

Q.  We  want  to  get  at  the  general  costoms  and  practice  and  methods  of  doing 
business  in  this  line  of  vonr  railroad  and  others;  I  wished  to  say  that,  so  that  yon 
conld  speak  generally  it  yon  wish  to  do  so.  Do  yon  purchase  the  coal  that  yon 
transport  to  western  points  as  you  do  that  yon  take  to  tide  water?— A.  The  indi- 
vidoal  operators,  the  companies  on  the  line,  make  contracts  with  the  sales  agents 
for  a  percentaKaof  the  price  per  ton  in  cars  at  the  mine.  They  ship  the  coal  all 
,over  toe  Ontano  and  Western  under  a  contract.  I  will  make  that  a  little  more 
clear;  When  we  twgan  in  the  anthracite  region,  the  Ontario  and  Western  was 
purely  a  trananortation  company,  owning  no  coal  mines  and  operating  no  coal 
mines.  We  then  made  contracts  with  certain  individual  operators.  I  know  of 
early  instances  where  we  made  loans  for  Improvement  and  development  of  the 
properties,  taking  a  contract  for  the  transportation  of  the  coal,  so  long  as  the  coal 
should  bold  ont  in  the  mines,  apon  the  then  prevailing  basis  of  60  per  cent,  which 
I  have  already  explained.  Now,  yon  ask  what  changes  have  been  made  In  recent 
years— in  the  last  2  years.  The  £lkhill  Coal  and  Iron  Company  abaorbed  six  or 
WTSn  of  the  smaUer  mines  owned  by  indivldnal  operators. 

Q.  (By  Mr,  RiPij(Y.)  In  what  tenltory?— A.  In  tiiia  npper  Wyoming  territory. 
There  is  Richmond  No.  8;  Richmond  No,  4;  West  Ridge;  Ontario;  Rnsh  Bro(M[: 
the  Raymond,  sometimes  called  the  Forest  Mining  Company;  Monnt  Pleasant, 
and  the  Johnson  Coal  Company. 

Q.  Those,  in  the  main,  ship  over  your  line? — A.  Those  formingthe  propertlea 
of  the  Elkhill  Coal  and  Mining  Company.  The  Ontario  and  Western  loaned 
money  to  the  Elkhill  company  to  enable  it  to  pnrchaaB  these  coUieriee  and  to  pro- 
mote the  development  and  improvement  of  them,  making  with  the  company  a 
contract  which  seimres  to  the  Ontario  and  Westem  the  transportation  of  all  the 
mining  company's  coal,  so  long  as  the  coal  shall  liold  out  in  the  mines,  upon  the 
current  rates.  The  Scranton  Coal  Company  was  also  formed  a  year  ago  last  Feb- 
mary  in  the  same  way  and  pnrciiaaed  the  coal  properties  of  the  Lackawanna  iron  and 
Steel  Company's  two  large  mines,  the  Pine  Brook  and  the  CapDUse.  The  Ontario 
and  Western  Company  made  a  similar  contract  with  that  company.  That  is  in 
addition  to  the  few  indivldnal  contracts  we  have  yet  with  individual  operators, 
most  of  which  were  made  in  1880  and  mW,  and  a  few  smaller  ones  since  that  time, 
all  npon  the  same  basis. 

Q.  What  proportion  of  yonr  tonnage,  ronghly  speaking,  would  this  absorption 
of  these  companies  represent?— A.  Over  80  per  cent  now.  Less  than  SO  per  cent 
of  iticomes  from  Individual  operators, 

Q.  (By  Mr.  C,  J.  Harris.)  Do 
oompanies  as  coal  companies?—. 
coal  properties  except  as  stated. 

Q.  (By  Mr.  KEyNEOY.)  Are  the  same  parties  who  are  owners  of  the  Elkhill 
Coal  Company  owners  partly  of  the  Ontano  and  Western  Railroad?— A.  No;  the 
Ontario  and  Western  Railway  Company  owns  the  majority  of  the  stock  of  thoae 


Q.  (By  Mr.  Congkr.)  Doeatha  Elkhill  Coal  Company  and  this  other  one  yon 
have  mentioned  ship  any  of  Ita  product  over  any  other  road  than  your  own?— A. 
Ho;  not  nnless  it  has  what  we  rail  exchange  coal.    For  instance,  if  we  were  long 
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of  a  grate  and  the  Delaware  and  Hndson  Uompftny  were  short  of  that  size,  and  we 
vere  abort  of  egg  and  they  long  of  that  aize,  wa  would  exchange  car  for  car. 

(j.  Then  to  all  practical  purpoaea  yonr  railroad  company  operates  a  coal  com- 
pany, does  it  not?— A.  Weli.  I  am  not  a  lawyer,  I  do  not  know  that  I  want  to 
go  into  the  legal  pointa  of  the  case. 

Q.  Idonotmean  thelegalBtandpolnt.  Therailroadcompanyowna  the  majority 
of  the  stock.— A.  The  Elkhill  Coal  and  Iron  CompaQy  hae  a  charter  rnnning  back 
30  years  or  more,  but  it  was  secured  for  this  purpose,  and,  aa  I  said,  the  Ontario 
Tio  and  Western  Company  loaned  to  that  company  money  to  enable  it  to  pnrcbase 
and  develop  these  coal  properties. 

Q.  And  yonr  probable  parpose  in  doing  that  waa  to  get  coal  for  shipment,  was 
it  not? — A.  To  secure  transportation  was  the  primary  object. 

Q.  Now,  was  there  any  economic  or  bnaineaa  reason  or  bnsineas  condition  that 
eiisted  at  that  time  as  regards  other  railroads  and  other  coal  companies  that  prac- 
tically forced  yonr  railroad  company  into  thia  bnaineaa?— A.  Why,  the  reaaons  ate 
pnrely  economic.  We  bnilt  a  branch  line  from  our  main  line  to  Scranton,  M 
milee.  which  was  a  very  expensive  line  to  baild  and  to  equip,  coating  is  the  neigh- 
borhood of  two  and  a  half  to  three  million  dollars.  It  rnns  from  Cadoala  to 
Scranton.  and  has  many  branch  lines  to  the  mines.  We  have  invested  millioiu  of 
dollars  in  equipment  in  addition  to  the  cost  of  i^onstmotion  of  the  line  and 
branchee,  and  it  waa  essential,  inasmuch  aa  our  bonds  rnn  for  a  long  term  of 
yeara,  to  aecure.  If  possible,  the  transportation  of  coal  to  make  that  line  profitable 
during  those  years.  Contracts  with  individual  operators  mnning  only  for  a  few 
yeara  conld  not  be  relied  upon  for  traffic  for  any  great  length  of  time.  We  had 
aome  contracts  that  were  to  run  daring  the  life  of  the  colliery  covered  by  them, 
but  many  of  the  coUieries  are  abort  lived,  S')me  of  them  have  already  reached 
their  largest  ontpnt  and  are  on  the  downward  grade.  The  object  was  to  secure 
the  transportation  of  as  much  coal  aa  we  could  at  current  rates,  and  that  is  embod- 
ied in  the  contract. 

Q,  Nearly  ^t  of  tbti  coal  lines,  ao  called,  have  been  compelled  to  take  practically 
the  aame  steps  for  aecnring  thia  transportation  of  coal,  hare  they  not?— A.  I  think 
as  a  rule  they  <lid  that  many  years  ago, 

Q.  And  your  road  is  simply  following  in  the  footsteps  of  the  roads  that  have 
gone  before  in  the  same  line  of  bnsine9s?^A.  Practically. 

Q.  {By  Mr.  Ripley.  1  Would  it  be  posaible  for  na  to  aecure  a  copy  of  one  of 
those  contracts  with  all  names  stricken  out,  simply  to  indicate  the  general  natnre 
of  them?  Would  yon  be  willing  to  Jet  us  have  one?  Would  yon  care  to  have 
one  printedT^A.  My  impression  la  they  are  filed  with  the  Interatata  Commerca 
Commission  at  Waabington.  There  is  no  objection  to  giving  you  copies,  if  yon 
want  them.     (See  copy,  p.  505. ) 

Q.  (By  Mr.  C.  J.  Harhcs.)  About  20  percent  of  the  coal  operators  on  yonr  line 
are  independent— that  is,  the  Independent  operators  produce  20  per  cent  of  the 
productV^A.  Yes,  sir;  nearly  20  per  cent. 

Q.  And  the  railroad  company  buys  their  coal,  allowing  them  so  much? — A, 
Exactly  the  same  terms  as  are  given  the  coals  of  the  companies. 

Q,  Sixty  per  cent?— A.  Siity  per  t-ent  np  to  the  present  time. 

Q.  Do  yon  have  an  agreement  here  with  other  railroads  and  other  coal  compa- 
nies as  to  prices  to  be  charged  for  coal? — A.  I  never  knew  of  any  agreement  with 
any  other  company  In  relation  to  prices, 

Q.  The  independent  operator.  If  the  price  ia  raised  here  in  New  York,  gets  more 
for  his  coal  at  the  mine?— A.  Sixty  per  cent  ot  the  price,  whatever  it  may  be. 

Q.  If  the  price  is  lees,  be  gets  less?— A,  That  is  nght. 

Q.  (By  Mr.  Eennedv.)  Do  the  indejiendent  operators  ever  ship  to  tide  wat«r? — 
A.  Oh,  yes;  a  number  of  them  have  their  own  sales  agents  here  m  New  York. 

Q.  EK)  they  get  cars  as  freely  for  their  product  aa  cars  are  given A.   (lDt«r- 

mpting. )  I  do  not  know  how  that  is  on  other  lines.  None  of  that  on  the  Ontario 
and  Western. 

Q.  They  do,  yon  say?— A.  None  of  them  on  tlie  Ontario  and  Weatern.  As  I  said, 
they  sell  their  coal  that  goes  over  the  Ontario  and  Western  on  the  00  per  cent  basis 
at  the  mines.  On  other  linessomeof  them  have  their  own  cars,  and  some  of  them 
have  trackage  arraDgements,  as,  for  instance,  the  Delaware.  Susquehanna  and 
Schnylkill,  and  have  their  own  selling  aj-encies  here  in  New  York. 

Cj,  Thereisnoindependentshippingoveryonrroad?- A,  No.  Mr.Eemmeroria 
oneof  those  men  who  sells  his  own  c^.  He  elects  to  sell  his  own  coal.  He  ships 
over  the  Ontario  and  Western, 

Q.  [By  Mr,  Ripley.)  No  company,  then,  actu^ly  owns  the  coal  it  transports? — 
A.  The  sales  agents  representing  the  Ontario  and  Western  buy  the  coal  at  tne  mine 
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Q.  Ib  that  the  usual  praodco  on  most  of  the  roads? — A.  Well,  it  is  on  a  nainber 
of  Ute  loads. 
Q.  (Bv  Mr.  C.  J.  Harbis.)  What  advance  is  there  in  the  price  of  coal  at  the 

g resent  time  over  last  yenr  at  the  same  time,  if  any,  at  tide- water  points?— A.  The 
Dtarlo  and  Western's  average  at  tide  water  in  19O0  for  prepared  siiiee— that  is, 
everything  above  peu.  was  8S.T56.  Onr  average  from  1804  to  1000  was  $3.48.  In 
December,  1900,  it  was  ia.7S. 

Q.  What  ia  it  n'>w?— A,  I  have  not  got  the  price  for  the  last  month.  Ithaanot 
been  figared  ont  yet. 

Q.  Is  it  an  advance  of  50  cents  a  ton  or  aomethlug  like  that? — A.  No;  about  25 
or  80  cents. 

Q.  That  is  to  say.  Febrtiary  prices  to-day  compared  with  a  year  ago  wonid  be 
about  25  cents  a  ton  higher?— A.  Yes;  25  to  80  cents  higher.  O'lr  tide-water 
averfwe  for  1899  was  |8,893. 

Q.  what  is  the  canse  of  that  advance?— A.  It  is  snpply  and  demand. 

Q.  Has  the  qneetion  of  higher  wages  anything  to  do  with  it?— A.  No;  I  think 
the  scarcity  of  the  coal  and  the  demand  for  it  makes  it  advance  a  little  in  price. 

tj.  (By  Mr.  Kennedy.)  When  yon  aay  ectu-city  ot  coal  are  yon  referring  to  any 
particalar  iield  or  to  theentire  anthracite  field?— A.  In  the  last  year  we  haa  nearly 
two  months,  yon  know,  of  practical  idleness  daring  the  strike,  and  a  shortage  of 
coal  in  conseqnence. 

Q,  (ByHr.  U.J.  Harris.)  Were  yonr  mines  aSected  by  the  anthracite  coal 
strike  lost  fall? — A.  They  were  shnt  np.  We  didn't  mine  a  pound  of  coal  during 
the  strike. 

Q.  Were  there  any  advances  in  wages  made? — A.  Yes. 

Q.  How  mnch  was  the  advance?— A.  It  was  supposed  to  be  10  per  cent.  The 
advance  in  wages  together  with  the  redaction  in  the  price  of  powder  made  a  10 
per  cent  advance. 

Q.  That,  as  well  as  snpply  and  demand,  would  have  some  effect  on  the  price  of 
coal? — A.  I  do  not  know  that  it  wonld. 

Q.  Why  not? — A.  Yon  must  sell  coal  at  the  price  you  can  get  for  it.  1  don't 
think  the  question  of  what  it  costs  has  very  much  to  do  with  it,  but  It  ought  to 

Q.  (By  Mr,  Kennedy.)  Igit  trne  that  the  price  of  coal  is  fixed  arbitrarily  liytlie 
representatives  of  the  coal  coinnanieB?  That  has  betn  fre.inently  charged,  and  it 
has  been  said  that  supply  and  demand  has  notbtng  to  do  with  it. — A.  There  has 
never  been  any  agi-eement  made  for  the  price  of  coal. 

Q.  There  has  been  an  understanding,  has  there  not? — A.  No. 

Q.  Informally?— A.  Not  even  that;  no  two  companies  sell  coal  at  exactly  the 
same  price. 

Q.  The  witnesses  in  1892  before  a  committee  of  the  Hons^e  of  Representatives 
were  qait«  unanimous  in  their  statements  that  there  was  an  informal  agreement.^ 
A.  Years  ago  soles  agents  need  to  hold  meetings  monthly,  iind  I  have  attended 
some  of  them.  The  time  was  chiefly  taken  np  by  accusations.  This  and  that 
one  was  accused  of  cntting  rntes,  and  as  aconse(|nencethere  was  scrappinp;  among 
themselves.  Bnttheyhavent  evenhelda  raeetingforaboattwoyeara,  Themeet- 
jngs  never  amounted  to  anything;  they  never  succeeded  in  fixing  a  nniform  prii'e. 

Q,  There  is  a  snbetantial  similarity  In  the  price,  however,  charged  bv  all  the 
different  companioB':'— A.  Yes.  One  company  publishes  a  price  and  theother  com- 
panies likely  enough  publish  similar  prices.  When  they  come  to  sell  coal,  they 
don't  often  realize  the  price  of  those  ecbednles. 

Q.  Is  not  Dhe  proilaction  of  coal  kept  down  in  some  of  the  fields? — A.  Yes,  nec- 
essarily at  certam  times  when  the  market  »-onld  not  take  thecosl.  With  us  loaded 
care  have  accnmulat«d  tosnchaneztent  that  we  wore  unable  to  supply  empty  cars 
for  the  fnll  working  of  the  mines,  and  that  ineunt  n  preity  serioos  restriction. 
Ont  of  a  total  eqnipment  of  4,900  cara  I  have  had  over  8,000  loaded  with  coal  that 
there  seemed  to  bo  very  little  demand  for,  and  of  course  that  condition  restricted 
the  supply  of  cars  at  the  mine.     In  some  cases  that  condition  is  relieved  by  storage. 

Q.  (By  Mr.  Ripley.)  Does  it  pay  to  unload  coal  and  store  it  and  then  reload 
It? — A,  That  is  a  mooted  question.  I  have  never  in  the  past  Htored  coal ;  never 
had  a  storage  plant.  The  cost  from  waito  and  the  cost  of  handling  two  or  three 
times  would  amount  in  the  neighborhood  of  40  or  TiO  cents  a  ton.  The  quality  of 
the  coal  is  also  affected  by  storage.  We  never  can  get  as  good  a  price  for  it  aftor 
it  has  been  stored. 

Q.  (By  Mr.  C.  J,  Harris.)  Do  some  companiea  carry  a  large  stock  in  store? — A. 
Nearly  all  of  them  do.  In  the  last  year  I  have  been  compelled  to  erect  a  plant, 
because  at  certain  times  when  the  cars  get  loaded  ap  we  are  practically  out  of 
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bnaineaa  with  ODe-h&lf  of  onr  equipment,  and  if  I  can  store  tliat  coal  tbe  market 
will  take  it  In  a  few  montfaa,  so  I  am  just  now  completing  a  BtoragQ  plant  t-hat 
will  hold  abont  120.000  to  130,000  tons. 

Q,  (By  Mr.  Riplev.)  Are  yon  obliged  to  store  becanse  the  domanil  is  Tariable 
between  different  seasons  of  the  year? — A.  Yea:  the  ontpiit  is  iu  emcees  of  the 
market  nanally  for  3  or  a  months  of  the  year.  The  excess  often  comee  in  Febru- 
ary, March,  April,  and  Muy,  and  my  ideals  that  if  lean  Etore  tbe  surplus  outpnt 
during  that  period  the  iiiarbet  will  take  it  in  other  months,  when  the  demand  is 
frequently  in  excess  of  the  ontput.  aa  it  is  in  September^  October,  November,  or 
it  may  be  a  month  earlier,  bnt  it  rnns  along  about  that  time. 

Q.  If  yon  could  produce  the  year  round  up  to  yonr  maximnm  capacity,  bow 
mnch  percentage  diSerenc«  would  the  increased  production  make  in  your  total 
ontput,  approximately?— A.  Well.  I  dont  know;  I  can't  make  a  goees  at  that. 

8.  It  would  be  very  much  larger?— A.  Undoubtedly  it  would  be  larger. 
,  ( By  Mr.  C.  J.  Harris.  )  Suppose  your  roads  and  companies  should  intreuse 
their  output,  say,  2  or  3  per  centfrom3.T0i>er  cent  of  the  eutira  anthracite  trade, 
you  would  run  up  so  you  wonld  produce  5  or  0  per  cent.  Would  there  in  that 
event  be  a  protest  from  other  anthracite  coal  companies:'— A.  I  do  not  think  so; 
we  have  been  moving  up  within  the  last  year  or  two. 

Q.  Are  you  not  limited  to  a  certain  ontpnt?— A.  There  is  no  limit. 

Q.  As  in  relation  to  the  whole  anthracite  coal  trade? — A.  We  are  not  limited. 

Q.  Are  other  roads?— A.  There  is  no  agreement  as  to  the  percentage  that  these 
companies  should  take  out. 

14.  (By  Mr.  Riplkv.)  Was  there  formerly?— A.  There  never  waa;  we  never 
agreed  on  anything. 

Q.  What  does  "the  table  o(  allotment"  mean  as  the  phrase  was  used  in  former 
testimony?— A.  Well,  there  was  in  1S90  an  attempt  madu  to  allot  tonnages  and 
percentaf^BB,  bnt  we  could  not  get  inside  of  100  per  cent.  It  was  nfver  consented 
to  and  was  never  intended  to  be  operative  uules-i  by  unanimous  consent. 

Q.  Yonr  percentage  of  total  production  has  increased  very  conaicJerably  In  the 
last  ten  years?- A.  Yes. 

Q.  Some  roads  iiave  correspondingly  decreased  in  their  percentago,  bave  they 
not?— A.  They  mnst  have. 

Q,  Will  yon  specify  any  of  fhem?— A,  I  can  tell  yon  this:  Abont  18B(I  we  wure 
getting  about  ',i  percent;  we  are  carrying  now,  as  yon  see,  considerably  more,  and 
in  coming  years  we  will  even  exceed  our  present  percentage. 

Q.  (By  -Mr,  C.  J.  Harris.)  What  proportion  of  your  coal  goes  West  and  what 
proportion  goes  East?^A.  Abont  one-half  of  oar  coal  goes  to  tide-water  points. 
We  send  some  coal  to  Oswego,  where  we  ship  over  the  lakes  to  Canada  and  West- 
em  points,  t)ut  we  send  very  little  coal  to  extreme  Western  points^Cb'.cago,  Mil- 
waukee, and  Dulnth;  that  ik,  of  late  years. 

Q.  (By  Mr.  Riplev.)  Du  you  purchase  on  the  percentage  basis  for  shipments 
West  or  anywhere  else  than  to  tide  water?- A.  To  all  points  we  ehip  tO. 

Q.  Is  it  true  tliat  rates  It  New  England  are  mads  up  by  a  combination  of  two 
rates,  one  to  soma  point  on  the  Hudson  River,  or  near  it.  and  another  the  remain- 
der of  the  distance?^A.  Almost  all  coal  we  ship  to  New  England  is  Hhipped  by 

Q.  What  roads  ship  over  the  Poughkeepsie  Bridge?~A.  We  have  shipped  a 
littlt^  that  way,  and  other  roads  do  ship  that  way:  but  a  very  small  amount  goes 
by  rnil.  The  principal  consuming  pomts  for  anthracite  coal  in  New  Eng^nd 
are  near  the  coast  The  [nanufacturlng  towns  are  near  the  coast,  and  the  bulk  of 
it  goes  by  wat«r  from  tide  water  points. 

Q.  Are  any  of  the  railroads  interested  in  lines  of  barges  so  that  they  carry  their 
coal  to  New  England  in  their  own  carriers?— A.   I  think  nearly  all  of  them  own 

Q.  Yon  therefore  carry  it  and  deliver  it  to  New  England  in  yonr  own  barges?— 
A.  Certainly:  we  have  Iwrges,  but  we  do  not  rely  exclusively  on  them.  We  hire 
other  ^'ORsels,  We  have  bari^es  of  our  own  which  we  jxae  for  this  shipment  to 
Sound  points  and  New  England  points. 

Q.  Does  any  particular  proportion  of  tlie  total  output  of  coal  go  over  any  of  the 
roads  by  rail?- A.  Well,  there  is  a  small  amount  going  over  the  bridge.  Thars  is 
some  coal  transferred  by  floata  fiomNew  Jersey  to  points  on  the  New  Haven  road. 
and  which  goes  through  in  cars. 

Q.  The  ownership  by  one  company  of  a  throngh  line  from  the  coal  field  to  New 
England  will  affect  that,  will  it  not?— A.  1  do  not  think  ^-o.  There  Hre  so  many 
routes  to  reach  New  England  points.  All  companies  can  reach  all  New  England 
points.    No  one  road  could  ever  absorb  the  trade.    Yon  are  siieakiug  abont  the 
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barg,  two  old  ptimts  they  have  been  b 
Bide  of  the  Hudson,  pntting  the  coal 
at  Newbnri.'. 

Q.  You  have  nothing  to  do  with  rataa  on  co&l  east  of  the  Hndson  River? — A, 
The  ratea  are  mode  by  thow  Tood-i.  If  an  indtvidnal  shipper  went  there  and 
andertook  to  ship  that  wayl  flappoee  he  would  pay  for  carrvinj;  through  to  High- 
land jnst  the  Bame  as  to  Newbarg,  and  malie  hisown  arranfcemente  beyond  there; 
bnt.  as  I  have  said,  the  coni  weship  there  is  coal  pnrchaeedin  thecarat  the  mine, 
and  nearly  ali  of  onr  New  England  coal  goes  by  tide  water. 

Q.  (By  Mr.  C.  J.  Harri!^.)  i  Huppose  the  rnilroadB  can  not  compete  with  water 
tranaportation  really,  can  they,  taking  Fall  Kiver  and  Boston?— A.  Not  for  these 
near-by  coast  points;  they  never  have  been  able  to  do  so. 

Q.  Wonld  tnere  be  any  advantage  in  the  railroads  carrying  it  if  they  trans- 
ported it  on  barges?— A.  They  have  carried  coal  from  Boston  to  other  points 
within  2a  and  50  miles.  They  send  coal  through  to  Boston  by  water  and  on  from 
Boflton  to  destination  by  raU. 

Q.  How  mocta  foreign  trade  is  there  in  anthracite  coal? — A.  1  never  heard  of 

O.  None  at  all? — A.  None,  except  in  Canada. 

Q.  What  do  yon  say  of  competition  in  the  anthracite  coal  trade  from  soft  coal — 
bitaminonscoal:  does  tbut  cut  any  fignre  atall? — A.  Yes;  it  doen  withsteMnsizes 
to  a  certain  extent.  By  steam  sizes  I  mean  the  sizes  we  nse  to  generate  steam. 
The  domestic  sizes  are  egg,  stove,  and  unt.  The  ateam  sizes  are  Lnmp,  broken,  and 
the  finer  sizes  below  pea. 

Q.  If  on  ncconnt  of  the  smoke  nuisance  they  conld  not  use  bitnminoas  coal  in 
New  York,  they  wonld  be  obliged  to  nse  anthracite? — A.  Tbeydonseit;  theyhave 
the  smoke  appliances. 

Q.  Woald  yon  say  that  there  is  really  any  oompetition  to  speak  of  that  anthra- 
cite coal  wonld  have  from  the  bitnminons  coal? — A.  Yes;  nndonbt«dly  for  steam 
purposes. 

Q.  What  proporlion  would  be  steam  coal? — A,  Over  ■lO  per  cent. 

Q.  (By  Mr,  RiPURV.)  Is  that  proportion  greater  than  it  was  formerly? — A.  Yes; 
I  tnink  it  has  increased,  because  we  are  reclaiming  more  of  the  fine  coal  that 
formerly  was  thrown  in  the  culm  piles. 

Q.  Are  any  of  these  culm  piles  being  worked  over  at  the  present  time  by  any 
companies  of  which  you  have  knowledige? — A.  Yea. 

Q,  The  old  refuse  heaps  of  many  years  ago?— A,  Yes. 

Q.  (By  Mr.  Kennedy.)  Has  not  it  happened  in  the  past  that  when  the  pries  of 
anOiracite  coal  was  put  np  the  advance  waa  an  indnceraent  to  the  bringing  in  of 
bituminous  coal,  which  displaced  the  anthracite  to  a  certain  extent? — A.  Yes; 
nndonbtedly.  so  far  as  Bt«am  sizes  were  concerned. 

Q.  Is  there  not  a  movement  on  foot  now,  in  the  interest  of  the  anthracite  coal 

Sroduction,  to  acriuire  interests  in  the  bituminous  fields  to  the  end  that  the  pro- 
action  of  bituminous  coal  may  be  kept  down  in  the  intereet  of  anthracite  cou? — 
A.  Idonothnow;  that  is  beyond  my  ken. 

Q.  (Bt  Mr.  Rii'LRV.j  Has  there  been  a  relative  increase  In  the  demand  for 
prepared  sizes  lu  the  eastern  part  of  the  country  as  compared  with  the  demand  for 
steam  coal? — A.  I  do  not  thii&  the  demand  for  domestic  sizes  has  increased  (laite 
as  mach.  as  I  said  just  now.  as  the  demand  for  ateam  sizes.  In  fact,  we  are  pro- 
dnuing  noreof  the  steam  sizes,  and  patting  on  the  market  fine  coal  that  was 
formerly  considered  unsalable. 

(J.  Would  not  a  decrease  in  the  price  of  hard  coal  of  prepared  sizes  for  domestic 
use  increase  the  demand  for  it?— A.  PosBibly. 

Q.  Have  yon  ever  followed  the  relation  between  the  prices  of  coal  and  the 
amount  which  is  used  for  domestic  purposes,  or  the  consumption  of  prepared  dzes. 
which  I  suppose  is  mainly  for  domestic  purposes? — A.  Prepared  sizes  are  chiefly 
for  domestic  pnrpoges. 

Q.  (By  Mr.  C  J.  Harris.)  What  is  the  maximum  or  limit  to  which  you  can 

fut  prices  of  anthracite  coal  and  still  do  the  bnsinees  that  yon  are  doing  now? — A. 
do  not  know. 

Q.  You  sny  there  has  been  an  iuorease  of  price  of.  say,  DO  cents  a  ton  during  the 
last  year;  does  that  raise  indicate  any  falling  off  in  the  volume  of  your  business? — 
A.  No;  on  the  contrary,  it  has  increased  business. 

Q.  Business  has  increased  with  the  increaae  in  prices? — A.  Yes;  there  has  been 
a  great  demand. 
Q,  How  tar  could  that  limit  go? — A.  I  do  not  know.  j—-  t 
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eSect  woalil  be, 

Cj.  IfthepeopL 
vbat  they  chargre    . 
.n  tbat  way;  there  are  too  mimy  competiog  for  the  trade. 

Q.  (By  Mr.  Kksskdv.I  Ih  there  really  much  competltioa  for  the  trade  nowT— 
A.  Oh.  yes;  it  ia  very  lively, 

(^.  Well,  haa  not  "  the  commimity  of  intereet''  plan  gone  toaoch  an  extent  that 
there  is  really  very  little  competition? — A.  I  have  not  Been  any  effect  of  it  on  the 

Q.  Do  yon  dread  snch  an  oatcome?— A.  No, 

Q.  Eh)  yon  anticl[iate  it?— A.  I  do  not  know  what  to  anticipate.  There  are  a 
f^ood  many  strange  things  done  on  Wull  street. 

6.  (By  Mr.  Riplkv,)  Ib  yonr  road  affected  by  this  uomm unity  of  ownership, 
so  far  as  yon  are  willing  t"  stat«?— A.  It  is  not. 

Q.  (By  Mr.  C.  J.  Hahki-;.)  The  demand  for  anthracite  coal  in  Western  citiea. 
anch  SB  Chicago  and  St.  Lonie.  ia  relatively  very  mnch  umaller  than  in  Eastern 
cities,  is  it  not?— A.  Yes;  in  proportion  to  Uie  popnlation. 

Q.  They  wonld  not  use  more  than  a  tenth,  wonld  they?— A.  Probably  not  A 
larger  amount  of  soft  coal  ia  used  in  the  West  for  domestic  pnrpoaes  than  in  the 
East. 

Q.  Anthracite  coal  is  considered  rather  a  tnsnry  there?— A.  Yed.  In  the  North- 
west they  bnrn  com. 

Mr.  K?;nnkdv.  Wheat,  sometimes. 

(j.  (By  Mr.  RiPUBV.)  Will  yoa  say  anything  respecting  the  poasibte  competi- 
tion of  coke  for  steam  purpoma  in  New  England,  for  instance,  with  the  anthracite, 
or  steam  sii^ea  of  the  anthracite?— A.  I  do  not  know  anything  aboat  that. 

S.  It  has  not  affected  your  business  as  yet?— A.  I  have  not  seen  anything  of  it. 
errinf;  again  to  the  matter  of  pricee.  the  Ontario  and  Weatem'a  tide-water 
average  1M)4  to  1SK)0  wan  $3,48.  That  covers  the  period  of  seven  years.  In  Decem- 
ber, lUOO,  it  wa8(;!.75. 

Cj  (By  Mr.  C.  J.  Harris.)  Yon  said  there  hod  been  a  35  or  30  cent  advance. 
That  JH  aliout  the  Baine?~-A.  Tea;  that  is  aboat  27.  I  did  not  have  the  exact 
figiireB 

Q.  Has  yonr  railroad  been  in  the  bands  of  a  receiver  in  recent  years?— A.  Not 
]n  twenty  years  or  more. 

ij.  (By  Mr.  Ripley.)  Since  what  time?— A.  It  waa  reorganized  in  1880, 1  think. 
That  was  before  my  connection  with  the  road.    1  came  on  later, 

y.  Can  yon  state  from  hearsay  what  were  the  conditiona  which  lad  up  to  that 
receiverabip  without  specifying  names  at  alii'— A.  Why.  it  would  take  a  goo*! 
whilBtoe>^plainthat.  i  thinkin  the  first  place  the  roads  were  bnilt  chiefly  on  town 
bonds,  and  when  it  waa  bailt  Itwaacalled  a  toad"  without  debtaor  trafflc."  After 
reor^:ini/atian  it  was  sold  ont  for  four  million  and  some  odd  thonsand  dollars, 
and  it  had  on  it  over  fifty  millions  of  bonds. 

(j.  It  waa  Hold  for  fonr  millionB? — A.  Between  four  and  five  milliona. 

Cj,  What  is  the  present  capitalization,  including  atock  and  bonds? — A.  About 
fifty -eight  millions. 

Cj.  Ot  conraeg  I  eat  improvements  have  been  made  in  the  line  of  property  pnr- 
cha)4ecl,  etc.,  rejiresenting  part  of  that  difference?- A.  Ob.  yes.  That  lar^ 
volume  of  stock  la  accounted  for  by  the  fact  that  the  purchaseru  of  the  road,  in 
the  reorganization,  offered  to  allow  the  holdem  of  bou/ls  to  take  common  stock  if 
they  would  pay  an  assessment  of  :^U  per  cent,  and  nearly  all  of  them  camein.thns 
increaaing  Ihn  capital  ligation  about  fifty  millions. 

Q.  More  limn  was  eitpecteil  at  the  time? — A.  Yes. 

u.  By  reason  o!  the  o|>eration  of  the  plan?— A.  I  do  not  think  the  reorganlzers 
of  the  rriiid  exvectt'd  them  to  come  in.  but  they  did. 

Q.  Fifty  millionB  was  the  figare  at  the  time  it  was  reorganized?— A,"  Yes.    The 

Eractii'al  investment  of  the  road  at  that  time  was  an  investment  of  two  millions 
1  preferred  stock. 

(^.  Does  it  BO  remain  at  the  present  time  virtually  under  the  control  of  the  pre- 
farred  stock?— A.  Yes;  except  that  most  of  the  preferred  stock  has  been  taken  np 
in  exchange  for  boiula. 

Q,  (By  Hr.  Kennedy.)  How  many  stockbotderR  are  there?— A.  Oh.  there  area 
great  many.     I  would  not  undertake  to  say^  about  one-third  of  the  stock  is  held 
by  forsignere. 
<j.  Is  the  controlling  interest  of  stock  held  in  a  few  hands?-  *     "~ 
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Q.  (By  Hr,  Ripley.)  Ydq  say  th&t  the  preferred  etock  practically  controlled 
the  road  fc"  -  ■" —  "—"    ^-'-  "  ' '  "■ '  '^ — '■     '    ""■ ' ^ 

taken  ap.     Nearly  all  ia  in  ii 

Q.  What  proportion  of  the  total  stock  and  bonds,  roughly  speaking,  wonld  that 
preferred  stock  reprewnt?— A.  I  can  not  say-  I  will  jjive  you  a  copy  of  the  annual 
report.  1  TCOnld  not  like  to  answer  all  those  qnestions  from  memory,  bnt  yoa  will 
find  it  all  in  the  financial  statement  of  the  report 

Q.  (By  Mr.U.  J.  H.VHRiK.)  Have  you  had  any  Btrikeeoa  yonrHystem  recently? — 
A.  Nothing  except  the  coal  strike  referred  to  a  while  ago. 

Q.  Any  on  the  road  itaelf?  — A.  We  have  not  had  a  strike  on  the  road  (or  16 


g  nothing  to  do  with  the  practical  operations  of  the  mines  I  know  very 


tj.  Do  you  know  anything  abont  the  conditions  of  labor  in  yonr  coal  districts?— 

A.  Havine  nothing  to  do  with  the  practical  of"""" *"" — ' —  '  '' ' 

little  on  that  snbjeot  except  in  a  general  way. 

Q,  (By  Mr.  Bifley.)  What  Is  the  price  of  labor  at  the  present  time?— A.  I  do 
not  want  to  go  into  that,  because  1  am  not  familiar  wittk  the  operation  of  the 

Q,  Your  road,  as  yon  said  before,  does  not  operate  any  mines  directly? — A,  No. 

Q.  That  yon  do  not  is,  however,  rather  exceptional  among  the  coal  roads,  is  it 
not.' — A.  No;  I  think  it  is  practically  the  same  thing  on  other  roads. 

Q.  <By  Mr.  C.  J.  Hahkis.)  1  suppose  your  railroad  company  conld  not  operate 
acoalnune  as  a  railroad  company;  yonr  charter  wonld  prevent  it,  wonld  it  not? — 
A.  1  think  BO. 

Q.  (By  Mr.  RirLEV.)  Will  you  make  any  statement  respecting  the  alleged 
attempt  In  lUD^  to  combine  many  of  the  anthracite  coal  roads,  eepecially  respect- 
ing the  reasons  for  which  that  combination  failed?  I  refer  to  the  attempt  made 
nnder  the  leadership  of  Mr.  McLeod.— A.  I  think  Mr.  McLeod'e  acheme  failed 
because  he  bit  off  more  than  he  conld  cbew. 

Q.  What  did  he  specifically  try  to  do;  can  yon  state?— A.  He  tried  to  effect  the 
consolidation  of  serei-al  railroads  auder  one  management. 

O.  By  direct  lease  or  purchase?— A.  By  lease  of  the  Jersey  Central,  the  Lehigh 
Valley,  and  tbe  Pbiladelphia  anil  Reading.  Then  he  branched  out  into  New  Eng- 
land and  took  the  New  England  road  and  the  Boston  and  Maine,  and  there  he  met 
his  Waterloo, 

Q.  Will  you  make  any  Htatement  respeoting  the  canses  that  led  np  to  tbe  pur- 
chase of  the  Pennsylvania  Coal  Company  by  the  Erie  Railroad?  Was  it  particu- 
larly with  refereni;e  to  tbe  proposition  to  build  an  independent  line  to  Kingston 
from  the  anthracite  coal  fields?— A.  I  think  yon  had  better  get  that  information 
from  the  Erie  Railroad  Company,     I  presume  that  road  will  be  represented  here. 

Q.  (By  Mr.  C.  J.  Harris.)  Wnat  chanco  would  an  individual  operator  on  yonr 
line  have  to-day  in  the  production  of  anthracite  coat?  Do  these  companies  own 
nearly  all  the  coal  lands  contributory  to  your  road— these  companies  which  yon 
have  mentioned?— A.  The  Elk  Hill  and  the  Scranton  tympany;  3-ee.  Nearly  all 
the  coal  is  shipped  over  our  road. 

Q.  Those  companies,  have  taken  up  about  all  the  coal  lands  that  are  there. 
There  is  very  little  lying  about  tbat  an  independent  operator  could  get  if  he  want«d 
it?— A.  There  are  occasional  sales.  The  ground  is  pretty  much  covered  in  the 
older  regions,  particnlarly  in  the  Wyoming  district. 

Q.  As  a  general  proposition,  would  <yon  say  that  the  coal  roads  control  about  all 
the  coal  mming  property  tributary  to  themV— A,  No;  there  is  a  lar^  field  down 
in  the  lower  region.  It  is  pretty  well  taken  up  in  the  Wyoming  territory.  There 
are  large  tracts  of  anthracite  coal  that  have  recently  been  offered  for  sale  down  iu 
the  lower  region,  in  the  neighboriiood  of  Pottsville. 

Q.  Owners  would  have  to  have  branch  lines  built  to  them? — A.  Yes,  from 
nearby  railroad  lines;  that  ia.  in  the  Beading  territory. 

Q.  What  would  be  the  facilities  for  amen  to  open  up.  Suppose  he  was  I.'i  milee 
ftway  from  your  line,  would  it  be  possible  for  htm  to  build  a  branch  to  connect 
with  you?— A.  If  he  had  a  large  tract  of  territory,  a  good  coal,  we  would  probably 
bnild  a  line  to  him  for  tbe  sake  of  getting  the  tranaportntion.  and  give  him  the 
usual  form  of  u;reement,  which  ia  just  the  same  in  all  iostances. 

Q,  (By  Mr.  Kennedy.)  Is  your  company  working  alt  ita  coal  lands,  or  has  it  a 
lar^  reserve  of  lands  to  be  worked  in  tbe  future?— A.  I  snppoee  these  two  com- 
panies that  I  speak  o(  have  in  the  ground  in  the  neighborhood  of  50,000, (NX)  tons  of 
coal.    Cver  half  of  it  is  owned  in  fee:  it  will  take  a  good  many  years  to  mine  that 

Q.  (By  Mr.  C.J.Harris.)  What  was  yourtonnage  last  year?— A.  Itwaslnthe 
neighborhood  of  3,000,(H)0.    Laat  year  it  fell  off  on  account  of  tbe  strike.    Year 
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before  last  It  waa  1 ,891 ,000  tons.  In  the  month  of  Jannar;  the  ontpat  w«  337,000, 
BO  that  we  shall  probably  put  out  in  the  neighborhood  of  two  and  a  half  or  three 
million  tons  a  year  now. 

Q.  (By  Mr.  Kennedy.)  Where  railroads  have  each  large  tracts  of  coal  lands 
that  they  are  not  working,  they  are  paying  royalties  npon  part  of  it,  yon  say?— A. 
All  of  oara  is  working,  practically. 

Q,  r  thought,  accord&ig  to  the  taatimony,  that  practloally  these  others  were 
yoDTB,  the  lands  of  these  companies  yon  apeak  about. — A.  I  say  all  of  the  mines 
owned  by  these  two  companies,  the  Elk  Hill  Mining  Company  and  the  Scranton 
Company,  are  practically  in  operation  to-day. 

Q.  How  mnoh  have  yon  in  sight? — A.  In  these  two  companies,  abont  50,000,000 
tons. 

Q.  AndyonryeaTlyprodnctionigabontS,000,OOOtons?— A.  Something  over  that. 

Q.  There  mnst  bo  a  great  many  mines  that  are  not  actually  worked?— A.  My 
dear  sir,  they  could  not  work  the  whole  field  in  the  year.  OF  course  it  costs  a 
great  deal  of  money  to  start  operations,  to  put  Tip  yonr  breakor,  pot  down  yonr 
shafts,  and  lay  yonr  tracks.  Yon  could  not  undertake  to  do  it  unlees  you  had  500 
or  1,000  acres  to  start  with.    Then  it  takes  twonty-tive  years  to  exhauat  the  coal. 

Q.  It  has  been  charged  that  some  of  the  railroad  companies  own  great  tracts  of 
coal  land  that  they  have  acquired  in  foe  and  obtain  royalties  thereon,  and  that 
they  can  not  work  for  50  years.— A.  That  is  not  tmo  so  far  as  the  npper  region  is 
concerned.  It  can  be  said  of  the  Reading,  probably,  because  during  Mr.  Qowan's 
time  he  did  buy  large  tracts.  The  upper  region  ia  generally  dividea  up  into  small 
tracts  Tinder  diSerevt  ownership. 

Q,  (By  Mr.  C.  J.  Rabbis.)  If  yon  take  a  company  that  owna  large  bodies  of 
coai  land  that  won't  be  worked  up  for  50  or  100  years  and  with  a  capitalization  of 
$30,000,000  or  $35,000,000,  if  it  sella  its  present  output  of  coal  so  as  to  pay  dividends 
on  that  immense  mass  of  propertjr  that  is  going  to  come  into  oso  50  or  100  years 
from  now,  is  not  that  an  unnatural  price  of  coal?— A.  I  do  not  think  you  have  th ' 
right  view  of  that  condition.  The  company  has  a  large  amount  of  money  there 
and  uBnally  It  puts  out  bonds  for  a  long  period,  and  it  would  be  the  part  oF  pru- 
dence to  have  coal  enough  to  last  as  long  as  the  life  of  the  bonds,  because  yon  mnst 
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newspapers,  and  yon  can  get  it  almost  anywhere. 

Q.  Have  yon  any  knowledge  upon  the  point  as  to  whether  the  miners  of  the 
independent  xtrodncera  work  as  many  days  in  the  year  aa  thoso  in  the  mines  of 
thersilroad  companies? — A.  It  is  not  trne  so  far  as  the  independent  miners  on  the 
Ontario  and  Western  are  concerned  that  tbey  work  fewer  days  thau  others.  If 
there  is  anything  of  that  in  the  other  field,  yon  will  find  it.  becaose  the  number  of 
days  worked  in  each  mine  is  shown  by  itself.  The  statement  ia  made  by  the 
Inspector,  who  Is  an  officer  of  the  State,  and  it  is  printed.  That  shows  you  the 
days  worked  by  individaal  operators'  mines,  as  well  as  the  mines  which  are  indi- 
rectly controlled  by  the  railroadB. 

Q.  Has  there  been  any  attempt  made  to  secure  the  control  of  your  road  for  the 
community  of  interests  or  a  consolidation? — A.  If  any  attempt  nad  been  made  I 
probably  should  not  known  of  it.     I  do  not  know  of  any, 

Q.  What  is  your  opinion  abont  that;  do  you  think  the  public  and  the  stock- 
holders of  the  Ontario  and  Western  would  be  benefited  by  a  community  oF  inter- 
ests?— A.  I  can  not  answer  that  question. 

Q,  Have  you  no  opinion  abont  it?— A.  No;  I  do  not  know  anything  about  the 
probable  result  of  such  a  thing. 

Q.  Do  you  know  the  sentiment  of  the  officials  of  the  Ontario  and  Western  in 
regard  to  that  question?  Are  Mr.  Morgan,  Mr.  Rockefeller,  or  the  Vanderbilts 
stockholders  in  your  road,  or  do  yon  know? — A.  I  do  not  know. 

(tj.  (By  Mr.  Conger.)  They  are  not  represented  on  your  directory,  are  they?— 
A.  Mr.  Depew  is  on  the  board. 

dj.  (By  Mr.  Kennedy.)  That  would  indicate  a  Vanderbilt  interest?— A.  Idonot 
know  that  it  does  necessarily.  He  took  the  place  on  the  board  of  his  brother-in- 
law,  who  was  a  director  for  many  years  and  died.  I  donot  think  he  has  any  large 
block  of  stock.  We  do  a  great  deal  of  business  in  connection  with  the  New  York 
Central.  We  interchange  a  large  amount  oF  traffic  and  rely  upon  that  road  for 
our  western  connection.  Our  working  with  them  has  been  very  close  and  very 
satisFaot^.  We  use  the  same  terminals  at  Weehawken,  and  have  trackage  rights 
over  the  West  Shore  from  Cornwall  to  Weehawken.  With  two  companies  work- 
ing so  closely  together  it  is  only  natural  they  should  have  representation  la  tba 
board  of  dixeotora.    I  do  not  think  the  connection  means  any  thug  more  tbsXL  tiiat. 


J.   E.   OHILDS: — ANTHRACITE    COAL   B(T3IKE83.  5U5 

:othe 

Q.  (By  far.  CoNOER.  I  Yon  ship  piirt  of  yonr  coal  west?  I  tbink  yon  toatified 
thaC  yoa  did. — A.  We  uhip  some  of  the  coal  weat  via  Oswego.  We  have  a  trestle 
on  the  lake  and  load  the  veseelx  there.  It  goes  through  the  canal  to  Chicago,  Mil- 
wankee.  Dnlath,  and  other  western  points,  ati  well  ae  to  Cicada. 

Q.  Minvof  theother  conlroada,  I  snppoae.havB  terminft  s  at  Buffalo?— A,  Yes; 
we  have  Hoipped  via  BaSalo.  too.  That  goes  over  oar  liue  to  Oneida  and  then 
over  the  New  York  Central  to  BnfTalo,  and  is  tondeil  into  vessels  at  the  dock  in 
Bnffalo. 

Q.  How  does  the  price  at  Oswego  compare  with  the  price  at  tidu  wat«ri> — A.  It 
vanes  a  little,  but  on  tho  whole  it  is  about  the  same. 

Q,  Do  yon  know  abont  how  the  price  of  coal  at  Oswego  compares  with  the  prire 
at  Buffalo?     I8  it  the  same?— A.  No.  not  the  same;  it  is  a  little  less. 

Q.  At  Oswegor— A.  Yes;  a  little  less,  the  difference  \mag  abont  what  the  rate 
Is  going  through  the  Welland  Canal  to  the  West. 

Q.  If  a  dealer  in  coal  froiu  the  Western  States  shonid  go  into  Buffalo  or  Oawego 
with  the  ideaof  pnTchai<ing(-o<U,  and  should  t.'0  to  the  various  roads  or  sellinr  agenta 
who  had  it  for  sale,  would  he  iirobahly  lie  quoted  the  same  piii'e,  or  would  he  get 
different  prices  from  different  dealers?— A.  I  think  he  would  find  it  would  pay  to 
"shop." 

(j.  IB  it  a  fact  or  is  it  not  a  fact  that  the  price  among  the  different  dealers  there 
i«  osnally  abont  the  same?— A.  Yes;  practically. 

<^  Yet  yon  think  there  is  no  agreement  between  tlie  roads? — A.  One  company 
might  be  long  of  a  certain  st,.e  and  might  shade  the  price  a  little  to  get  rid  of  it. 
There  is  always  a  little  variation  in  prices. 

Q.  How  much  of  a  variation,  approximately';' — A.  Five  to  2.~>  cents  a  grosa  ton, 

>j.  YoQ  testified  earlier  thie  morning  that  so  far  as  anyactnal  agreement  is 
concerned  yoyr  road  is  not  a  party  to  it A.  (Interrupting.)  Agreement  iii  rela- 
tion to  what? 

Q,  Agreement  as  to  the  Belling  price  of  coal  at  any  of  these  t(>TminalH, — A.  I  tea- 
titled  that  there  was  no  agreement  as  to  prioe. 

(j.  I  wanted  to  ask  whether  you  thougnt  it  probable  or  even  possihle  that  such 
an  agreement  does  eiiist  between  some  o(  the  other  roails,  those  who  handle  a 
large  output — larger  proportion  of  the  total  outijut— like  the  Keailing  and  the 
Lehigh  Valley? — A,  No;  1  do  not  think  it  is.  It  would  not  he  effective  unless  all 
were  In  it. 

Q.  Uight  ii  not  be  poasihle  that  thoie  roads  controlling  8'<  or  '.'0  per  cent  of  the 
total  out]mt  could  make  a  practical  comhination  on  price?— A.  No;  tliey  could  not 
do  it  without  taking  all  the  interests  in.  Two  million  tons  conld  set  the  price  for 
the  whole  fifty  million. 

Q.  (By  Mr.  C.  J,  Harris,)  Would  not  8")  i)er  cent  of  the  coal  tradnset  the  price 
for  the  whole  priiduction? — A.  No:  the  lesser  (iTiiintity  could  make  the  price. 

Q.  (By  Ur,  CoNORR.)  Take  tide-water  prices,  for  instance.  Bniipoee  the  roada 
controlling  gri  per  cent  of  the  total  prodact  should  malie  an  agreement  to  ptit  the 
price  at  $3,50.  where  it  had  l<een$l  before;  would  nut  your  road,  putting  ont :;)  or 
4  per  cent  of  the  total  prodnct,  be  willing  to  take  the  e\  tra  half  dollar?— A.  Ow- 
tainly,  we  sbonld  l>e  glad  to  get  what  we  conic).  On  the  other  band,  snppoee  there 
iaa  very  dull  period  and  a  road  that  wbh  not  in  the  combimition  would  saade  that 

{rice  and  take  the  trade.  I'onld  not  that  road  compel  the  others  to  meet  its  price? 
think  it  coold. 

Q.  (By  Mr,  0.  J,  Habrih,)  Have  you  nnything  to  volnnt«er?— A.  Nothing 
more. 

(TestimoD/  cloned,) 

Exhibit  im  Connection  with  Mh,  Ciiii.ds's  Tbstimoiiy, 


[NtyriL-Thlii  Bgwempnt  if  Identlrsl  with  ono  submitted  hy  Mr.  K.  B,  Thmon!"  im  bc^n^  In  condd- 
entlun  by  ihu  Eiio  Kallnnd.  Mr,  Thomiu  ili'nlm  icnnwIi'dKu  »>  "i  wbL-tlicr  Dip  ngrn-iiivtiu  aa  ftll 
the  aDtbncite  rwdn  ace  Identlral,  but  Mr.  ChltdH  tfalnka  nlTsru  Hllkp.] 

ThiH  Aareenipnt.  made  and  pKeruIcd  In  Ihp  ilty  of  PhlUdi'lphlH,  rninA,.  thin dny  o[ . 

nlnctp^n  hundrcil ,  twlwifn (hervliiftflir  mllwl  llii>  Seller),  imrtj-  ol  the  flrstpnrt. 

iitrLYot  ih««.fi>nd  purl,  "■" — »—■>■■ 
deliver  OD  cars  at  brea 


BuTcr   all  1 
r  wFnuh  It  m 
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berenftcr  open  and  operate  on  the  premliica  Intetided  to  b«  covered  by  tbli  cooCcact,  and  Htiy  ubich 
■faall  bo  itclalmed  from  culm  bsnkB  on  said  pKmlgs,  vli:— 

ghipmvnts  tii  be  mode  fium  tlmp  i<i  itme  u  called  lur  by  (lie  Buyer.    The  Buyer  lo  gtvc.  on  tbe 
tvrenCy-lifth  of  each  month,  Dot  Ice  «if  the  quantity  u  nearly  aa  practicable  Buyer  will  requlTe  for 

Judnnunt  Itio  rpnulremenls  of  the  market  will  permit.  The  Buyer  to  uee  ita  liest  elFurla  to  Hnd  a 
marketlar  the  Seller's  coal  so  a«  to  enable  the  Seller's  calllBrlea  to  t>a  worked  as  many  days  as  prac- 
ticable, with  duo  rHtard  to  the  eeneral  market  conditions,  and  to  give  oidere  for  shipment  which 
win  enable  the  Seller  to  work  iiH  collieries  as  many  daya  In  each  year  as  otber  collieries  work 
similarly  alluated. 
The  Btiycr  agrees  that  It  will  Dol  discriminate  la  fa'ror  of  iu  onn  mines,  or  any  persons.  UnnH  or 

ahalfbe  a  ]u«t  proportion  of  the  entire  quantity  of  coal  uiiTced  to  bo  purchased  by  Ibc  Buyer,  meas- 
ured by  tbe  colliery  capacity  of  the  respective  Hellers.  It  beln^undentood  that  sn  far  a.'^  pmctlcAble 
the  quantity  ordera]  ahah  not  be  Ui«  tbnn  a  just  proportion  of  all  the  Anthracite  coal  which  the 
requlrcmcntii  of  the  market  may  from  time  to  time  denuknd.  The  colliery  capacity  shall  be  deter- 
inifled  as  of  the  First  of  January  In  eiich  yiiarbr  (he  parties  hcrct<i,  and,  on  their  failure  t«  agree. 
thePrcsldenlfor  the  timobeinKOf  Girard  Trust  Company  shall  seleeta  sultahieexperl  for  this  pur- 
pose. Should  any  marked  chanse  take  place  affecting  the  productive  capacity  of  the  colliery,  either 
the  Buyer  orthe  seller  may  call  lor  a  new  det«niiinauon  of  (he  colliery  capacity  as  of  theb^nninx 
of  any  quarter  of  the  calendar  year. 

SECntiP.  The  Buyer  aerees  tn  pay  and  (he  Bcller  agrees  to  accept  the  following  prtcea  for  said  coal, 
when  prepared  in  accordance  with  the  Btandard  hereinafter  set  forth,  and  delivered  f,  o.  b.  railroad 

For  all  bIh*  above  Pea  coal.  riiiy-tlTe  (551  per  neniof  ihetrencnil  average  free  on  board  prices  of 


ly-flTe  (651  per  r.eni  of  the  gcnci 


For  Pea  coal,  ilfty  (GO}  per  cent,  of  the  general  average  f.  o.  b.  price  for  Pea  coal  at  said  tide  poind 
at  or  near  New  York  when  (he  said  price  Is  Two  Dollars  and  Fifty  cents  (K  SOI  per  ton  or  leas,  and 
for  enc'h  advance  of  ten  (lO)  cents  per  ton  In  the  said  f.  o.  b.  price  above  Two  Dollars  and  Fifty  cenia 

il2Ai)  the proiHirtlon  p«d  thcReller  shall  be  Increased  one  (1}  percent,  until  the  percenlage  paid 
DT  pen  coal  reaphea  siity-flve  1I>S|  per  cent. 

For  Buckwheat  coal  No.  I,  forty  (40)  per  cent  of  theRcncral  average  f.  o.  b.  price  at  said  (Ido  points 
MornearNew  York  when  (he  said  price  is  Two  Dollars  (t^.OO)  per  (on  or  I  en.  and  for  each  ailvance 
ol  ten  (10)  cent*  per  ton  in  the  said  f,  o,h.  price  the  proportionate  price  paid  the  Seller  shall  be 
Incrcasi-cl  two  (1)  per  cent.  unUI  tbe  raid  f.  o.  b.  price  reaches  Two  DoIIbcb  and  Fifty  cents  (12.50). 
after  which  the  proportionate  price  paid  tbe  Seller  ahall  advance  one  (1)  per  cent  f.ir  each  ten  (101 
ceotaadvancein  the  f.o.b.  price  above  Two  Dollars  and  Fifty  cents  ($1.50),  as  in  the  caw  of  l>ea  coal 
above  meiitiuned.  Prortded  that  notbing  herein  contained  shall  oblige  the  bnyer  to  pay  for  Buck- 
wheat No.  1  coal  n  rate  higher  than  for  Pea  coal. 

Forallsiwa  smaller  than  Buckwheat  No.  1  the  Seller  shaU  receive  Twenty-five  (»)  cent*  per  ton 
f,  o.  b,  railroad  cars  at  breaker,  and  for  each  ten  (10)  cents'  incrcaao  in  the  general  avcragu  I.  o.  b, 
price  above  One  Dollarand  Thirty  centa  ((1,90)  a  ton  at  tide,  the  price  shall  be  Increa-iert  Bve  cents 
per  ton;  but  ft  is  understood  that  tho  Buyer  shall  have  the  option  to  decline  to  take  these  tmaller 
■iicsia  eiecsH  of  the  proiurtion  taken  fmni  the  Buyer's  own  collieries  and  operations. 

It  isalso  airreed  that  if  at  any  time,  through  cbangenof  siitcs  of  m.-h.-inf  wr,^„.  nr  nf  »....t<H«..  ni 
trade,  the  iJ^iTi^Mnallcr  than  Buckwheat  Ko.  I.as  dcMcrtbcd  hi-fij 

-— iBBel 

And  it  Isalc)  understood  andagTccd  that  the  SellcTEhall  have  (he  right  loxell  and  dlFlpo^vol  on  its 
owneccountand  at  such  prices  as  It  shall  sec  hi  the  excess  of  the  slies  of  coal  smaller  than  Buck- 
wheat No.  1  when  and  asoltcn  as  the  Buyer  rofnses  to  puitrhase  said  eices  of  smaller  sizes  In  accord- 
ance with  the  option  hereinbefore  contained. 

Tmnn.  The  general  average  l.  o.  b.  prices  herein  referred  to  shall  be  determined  by  a  dWnlerei'ted 
expert  accountant  saiisfactory  Id  both  parti  IS,  to  whom  the  Buyer  shall  fumlph.  not  later  than  the  8th 
of  each  month,  a  statement  of  the  quantity  of  cacb  size  M>ld  during  tite  preceding  month,  end  tbe 
amount  realized  therefor  by  tbe  Buyer  at  tide  on  all  sales  of  each  size  of  coal  from  the 
region,  and  the  accountant  each  month  shall  make  a  true  average  price  for  each  size  Fold  at  tide  of 
alfthc  coal  from  the  same  region,  and  the  aveivge  prices  thus  obtained  shall  be  fumh'hcd  by  the 
accountant  to  tbe  Buyer  and  Seller,  by  whom  (hey  shall  be  accepted,  subject  tolhcrighiof  apfical  to 

ant  shall  be  treated  by  him  coofldentially,  and  tbe  resulting  averages  only  shall  be  given  by  him  to 

Ills  understood  that  when  the  words  t.  o.  b.  price  occur  herein  the  actual  t.  o.  b,  price  ^ecei^■edlB 
meant,  without  any  deduction  for  commlnions  demurrage  or  any  other  charges. 

Fourth.  Illsnudcrstood  and  agreed  that  tbe  Seller  shall  have  the  right  m  sell  or  dispose  of,  at 
retail,  on  its  own  account,  coal  for  use  and  consumption  of  Its  employees  and  o(hcniln  thefmmLdlate 
□elRhborbood  of  Seller's  colliery,  provided  (hat  the  coal  no  sold  and  dlspoM<d  of  shall  notln  any  event 
beloadedinto  railroad  care,  butsbnll  be  hauled  from  theSeller'scotliery  breaker  by  wagon. 

Fifth.  Paiincn la  shall  be  made  monthly  In  cash.    A  parUal  pa^'mentof  at  least  one  dollar  (11.00) 

Gr  ton  shalllie  made  on  or  before  the  twelfth  (121b)  of  each  montli.  and  the  balance  on  ui  before  the 
ontlcth  (20th|.  for  all  coal  delivered  by  the  Seller  under  this  contract  during  tbe  preceding  calen- 
dar month.    Provided,  [bat  if  default  shall  be  made  by  tbe  Buyer  in  any  payment  aforesaid,  the 


Seller  may,  11  its  imtlon.  declare  (bin  contract  forfeited  by  giving  notice  of  such  default  for  a  jieriod 

-'--■ — '^—  'S)  dajii.  and  of  ita  lntentlon.ln  terminate  (his  contract,  unless  jiayment  sbt"  ' -"- 

'  lit  in  CHseof  a  like  default  of  payment  In  the  next  succeeding  month  tb 
, 1,...-..  -eiicririthoutBQehnoti-- 


(S)  dajii.  and  of  ibi  intention 

in  memcaniime:  but  in  case  of  a  like  defai ,—.,—. 

may  lie  peremptorily  terminated  by  the  Seller  without  such  notice. 
Sixth.  All  coal  ihfpped  under  this  contract  shall  be  subject  to  Insperdon  under  tl 


...J  BuTcr,  whose  duty  l(  shall  be  to  see  that  the  raid  coal,  a 

well  aaall  other  coal  coming  under  his  iDrisdictJon.  conforms  to  the  following  standard,  vlct 
Flrri.  The  coal  shall  be  niacdcally  free  from  dirt  as  it  ii'aves  Ihe  lip  screen  before  entering  the  car 
Srranit.  The  coal  shall  be  well  died  and  made  through  and  over  the  following  square  screei 

Broken  through  a  mesh  4"  square  and  over  a  maih  21^  square. 
Egg  through  a  mesh  21"  square  and  over  a  mesh  2"  square. 
Stove  through  a  mcsb  2"  square  and  over  a  mesb  IJ'  square. 
Chestnut  through  a  moih  1)"  square  and  over  a  mnh  |"  st|uarc. 

Pea  tbrough  a  mesh  I"  square  and  over  a  mesh  l"  square.  ,-.  , 

r     izidbX.OOglC 
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Bucknheal  No.  l  tbrough  a,  mesh  1"  square  and  oicr  a  meeh  i"  square. 

Builiwhont  No.  2  or  Rice  through  a  mpsh  i"  square  aad  over  a  meih  J"  nquare. 

None  of  the  sbovp  sites  shall  conlala  an  admltliiri'  of  a  larger  sfxe  suBlrleully  great  to  render  the 
coal  oblKCiionablt,  nor  twpecllvely  a  larger  proportion  of  any  smaller  slien  than  Is  usually  present 
Ingcxidmerehanliibleeoal:  and  It  Is  neclallyagrued  that  nolUicr  Egg.Sluveuor  Chestnut  coal  shall 
cotitatn  mort  than  five  (S)  percent,  ol  larger  aliea;  that  Chentnut  coal  stall  notoonUiln  more  than 

n  ilO)  per  cenL  of  I'va  and  flre  (5)  iwr  cent,  of  Buckwheat  No.  t:  nor  Pea  coal  more  than  atteen 


il&)  per  cent,  of  Buekwheat  No.  1  and  five  (6)  per  c 
Iteen  (1ft)  per  cenL  oI  Rice. 
'™--'l.  Tbeslies  above  mentioned  ihall  in  no  case  contain  more  than  the  following  percentages  ol 

. i_.i .  .1 —  — 1.  — J  "-c-clay),  vli.: 

(2)  percent.;  Stove,  lour  (4)  percent.;  CheslDui,  an  average  of 
^,„,  (7)  per  ceut.Tt'ea. 


atlng  of  slate,  rock  and  fire-clay),  viz, 

ten  (10)  per  cent;  Buckwheat,  ^flcen  (IS)  pci 

Nor  more  than  tbefotlowing  percentages  of  bone  [containing  a  proportion  ot  fixed  carbon  niDi^iig 
between  forty  (<0)  and  sixty- Hve  (65)  percent.],  vli.: 

Broken,  two  (2)  percent.;  Egg,  two  (2)  per  cent.:  Stove,  three  |3)pcr  cent;  Chesttiiit.  live  (6)  per 
cent.:  Pea  and  Buckwheat  cotil  shall  not  contain  such  proportion  of  said  bone  as  to  reduce  the  price 
below  the  average  market  price  of  those  sizes. 

Seventh.  If  the  conditions  of  the  trade  Hhal]  at  any  time  or  times  require  a  higher  standard  of 
preparation  than  as  aforesaid,  the  Seller  shall  prepare  tbecoal  sn  as  to  conform  to  such  higher  Rland- 

and'.  If  the  patties  hereto  shall  not  agree  as  to  the  amount  ut  such  rclmbureemeut,  the  question  ahall 
be  referred  to  the  arbitration  board  as  hereinafter  provided.    All  coal  shall  be  Inspected  at  the 

_^  BiOHTH.  When  the^  Inspector  Is  making  a  test  for  Impurities  In  Iheeoal.^he  tihall,  whenever  | 


iple  from  the  uoiil  as  it  Bows  from  the  chute  inlo  (he  car,    II  at  any  (h    .       . 

._  .1.1, .„  ....  i-ipecor  shall  ninke  two  other  tests  of  the  coal  in  question,  a 


the.ivprageol  the  Ibrei 
after  it  leaves  the  chute, 
dluand  caehslileand  Cf .     .       .    .   _  .. 

In  that  car.    Incase  the  Inspector  shall  i-ondemn  coal  which  Is ^  ._  ..__ 

■tandartl,  the  Seller  shall  In  that  case  make  complaint  in  the  (leneral  Superintendent  ol  the  Buyer, 

and.  Illtlsfonndby  him  tobe  up  to  Ihe  required  standard,  the  coal  shall  immediately  gc  ' ' 

and  the  InstructionB  to  the  ItixpecInT  shall  be  so  modlHed  as  I«  remove  ns  for  as  prai'lieable 

dmllBr  complninis  thereafter  by  the  Seller.    The  cost  of  all  Inspections  shall  be  equally  divided 


ill  be  final.    H  at  any  time  it  Is  neccsnary  to  le 

[alncd  by  taking  equal  quantities  of  coal  from  tl 

itdcr  to  ascertain  the  average  quality  of  the  coal  tested 
'    "      !dby  theHcIlerto  bonp  '    '■" 

^fo 


le  InstructionB  to  the  ItixpeclriT  shall  be  so  modlHed  as  Ui  remove  ns  far  as  prai'lieable  cause  lor 

-nplninlfl  thereafter  by  the  Seller.    The  cost  of  all  Inspections  shall  be  equr"-  •■'-'•>— 

le  parties  hereto,  except  that  the  Chief  Inspector  shall  t>e  paid  by  the  Buyer, 
t  is  understood  and  agreed  that  the  Seller  will  ship  to  (he  Buyer  all  the  coal  mined  and 
t  the  said  colliery  or  eulUcrles  (with  the  exception  of  coal  required  in  (he  Seller's  mining 
nnd  the  coal  retailed  at  the  breaker  as  hereinbefore  provided),  nri'parcd  according  to  (ho 
.efore  recited,  and,  in  case  any  coal  is  condemned  and  n.-jeclcd  by  the  lns|>ectnr  on 
ireparailou,  the  Seller  will  re-prepare  the  same  until  It  ounfomu  to  the  required 


.n  be  weighed" eit'hi 


hundred  and  forty  (2,240) 


oved  by  (he  Buyer  and  by  the  weigb-maslers  approved  bv  the  Buyer,  or  upon 
--" '■'-'•  '■ marlet,  and  the  amount  of  coal  Id 


each  car  shall  be  determined  by  the  eerilllcate  ol  the  we Igh- master  at  ™lcl  scales,    .  — . 

waste  shall  be  made  of  such  amnunlH-i  Is  currently  allowed  by  the  Railroad  (X>mpany  transportlug 
the  coal,  but  not  exceeding  one  (1)  percent. 

Eleventh.  The  Seller  will  eonnlgn  and  manifest  said  coal  to  such  points  and  particx  as  the  Buyer 
shall  from  time  to  time  direct,  and  will  furnish  and  send  to  Ihe  Buyer  and  In  Iho  niuslgnees  named 
by  the  Buyer,  and  to  such  other  parties  as  [he  Buyer  may  direct,  snch  copies  of  manifest  and  such 
notice  relating  to  coal  shipped  as  the  Snyer  may  direct:  and  the  Seller  will  generally  do  and  perform 
all  aclstiBUally  and  properly  attendant  on  and  connected  with  the  mining  and  shippltig  ol  coal  from 
the  said  colliery. 

TwKi.FTH.  If,  by  reagon  of  any  strikes  among  the  emnloj'ces  ol  either  parly,  or  by  reason  of  iiiliiry 
to  (he  worlra,  buildings,  Dxtnro,  railroad,  terminal  facilities  or  other  pnipvMy  of  tbe  Railway  Com- 
pany or  Companlea  by  which  the  coal  Is  tranrported  to  market,  or  of  either  party  hereto,  or  of  una- 
voidable  delays  or  ouCrnctlons  In  the  mining  or  Irani^rlalion  of  the  said  roul,  either  party  shall  be 
nikable  to  respectively  furnish  or  take  the  coal  as  herein  agreed,  such  party  shall  not  be  liable  for 
non-fulflllmeiitof  this  agreement  during  the  i>erlod  of  sueli  disabllily;  provided  every  n 
~"-rt  be  made  to  resume  operadons  at  (he  earliest  practicable  period. 


THIRTEUTH.  Tbe  percentage  of  the  various  sizes  of  euat  In  bu  delivered  under  this  contract  shall 
■"  " "le  average  produced  at  Iho  several  uollerlea  operated  by  the  Buyer  In  the  same 


_.,  ..I.  In  the  event  of  any  disagreement  as  to  the  quantity  lobcoidered,  or  the  actual  price 

of  coal  at  tide,  or  any  other  question  to  lie  decided  under  the  terms  hereof  by  arbitration.  It  shall  be 

.. ,__,.  L..  _  .,___j  ._  ^  known  as  Permanent  Boord  of  Atblttallon,  which  slmll  con^t  of  three 

^d  by  the  Seller— viz., 

;  the  President  of  the  Buyer  company  to  be  the  second  person;  and 
of  Girard  Trust  Company  to  be  the  third  person. 

'     Seller  shall  bv  inserted  in  thlHagreenient,  or.  If  notnamcd 


. U)  decide  by  whom  they  shall  be  paid, 

FiTTEXNTH.  If  by  reason  of  changes  In  tradeor  raillery  mndlllons  the  l^llcr  Is  unable  to  operate 
lis  mines  without  flnancial  loss  on  tbe  basis  of  this  contract,  and  the  Buyer  dei'llnes  lomodlly  this 
agreement,  (he  Seller  may  submit  tbe  qucmtlona  involved  U>  the  sold  Board  of  Arbitration,  and.  If  the 
Board  decides  thai  (he  Seller  cannot  operate  lis  mines  without  loss  on  thctiSKlnof  lilts  i*on tract,  and 
if  the  Buyer  and  Seller  cannot  agree  on  a  modlBcatlun  ol  this  contract,  then  this  contract  shall  cease 

SiXTEBNTU.  it  is  also  understood  and  agreod  (anything  herein  contained  to  the  contrary  notwlth- 
ilandlng)  that  II  at  any  time  or  limes  the  average  f.  o.  b.  price  at  tide  tomlrj^sof  coal  larger  than  Pea 
coal  shall  be  less  than  Three  Dollars  and  Fifty  ccntx  its.50)  per  Ion.  then  the  Keller  may  at  Its  option 
temporarily  suspend  mining  and  cease  all  deliveries  hereunder  until  (he  said  average  price  shall 
reacti  Tbiee  DolUn  and  PUly  ceuls  (tS-N)  per  ton;  provided,  however,  that  two  weeks'  uotlc«ol 


INDUBTBIAL   commission: — TEANSPOKTATION. 

giTen  by  the  Seller  to  Ihe  Buyer;  and,  llany  qoeatloD 

i  BUbmitted  ID  Che  perouiDent  Arbitration  Boanl. 

o  the  benefit  o(  and  be  binding  upon  Ihe  executors, 


Pmidmt. 
Seerttary. 


New  York  City,  F^>ruary  IS,  1901. 
TESTIKOirr  OF  HE.  FEESBBICE  E.  SAWABD, 

Editnr  Ttie  Coal  Trade  Journal. 


a  witneBB,  and  testified  oa  follows: 

S.  (By  Ut.  C.  ,1.  Harhis.)  Will  yon  give  UBjonr  fall  name  and  your  addrees, 
alao  state  yoar  position? — A.  My  naiue  is  EYedeiick  E.  Saward;  my  addreae. 
No.  41  Park  Row,  Hew  York  City,  and  my  position  is  that  of  editor  of  The  Coal 
Trade  Journal. 

Q.  For  bow  lonf(  a  time  have  yon  been  enKOged  in  this  work  and  been  familiar 
with  the  coal  trade  of  New  York?— A.  I  have  feen  publishing  the  paper  (or  31  years. 

Q.  Will  yon  go  on  in  yoar  own  way  and  state  what  the  situation  in  regard  to 
the  nseof  anthracite  coal  is  in  New  YorkV — A.  1  should  think  that  the  greater  ci^ 
of  New  York  UHBB  abont  T.OUO.OOU  tons  of  anthracite  coal  in  a  year.  Thecoal  is 
brotiRht  to  tide-W8l«r  docks  on  the  Jersey  side  by  the  different  railroad  companiee 
coming  from  the  coal  regions.  The  Penney Ivania  Railroad  ftoes  to  Perth  Amboy; 
the  Lehigh  ValleyloSonth  Ainboy;  th^;  Reading  to  Port  Reading:  the  Jersey  Cen- 
traldown  to  Port  Johnston,  Elizabethport;  the  Delaware  and  Lackananna  to  Hobo- 
ben:  Delaware  and  Hndson  and  Erie  to  Weehawken.  Tliose  lines  compTise  the 
carriers.  The  individnals  that  yon  have  lined  oat  in  black  there  [referring  to« 
map]  ship  their  coal  over  thoae  several  lines  accordingly  as  they  are  situated  most 
favorably  in  those  regions  that  are  marked  out  [referrmg  to  themapj.  The  lines 
go  to  those  several  shipping  points.  The  Lehigh  coal  naturally  flows  down  to 
Perth  Amboy  and  to  Port  Johnston.  The  prodnct  of  the  Schuylkill  district  rana 
to  Port  Reading.  The  northern  district  palls  into  Weehawken,  Hoboken.  and 
during  the  sammer  season  to  Newhnrgh. 

Q.  Who  are  the  largest  prodncersof  anthracitecoalforthismarket?— A.  Itblnk 
the  Reading  puts  in  the  largest  portion  of  the  coal,  of  the  harder  coal;  the  two 
Delawares,  the  Erie,  and  the  Pennsylvania  Coal  Company  what  we  call  ft«e-bun»- 
Ingcoal. 

Q.  How  is  this  coal  marketed,  by  the  independent  operators  or  by  the  rail- 
roads?— A.  By  both.  The  railroad  companies  have  their  wholesale  agents  here  in 
town,  and  some  of  the  individual  operators  eell  their  coal  to  what  are  known  as 
commission  houses  in  the  trade  for  sale  again. 

Q.  Do  the  railroads  bny  coal  of  the  independent  operators  and  ship  it  and  sell  it 
themselves?— A.  In  a  large  degree;  the  coal  that  is  called  independent  is  nowsold 
to  the  several  railroad  companies  at  the  collieries. 

Q.  There  are  independent  operators  who  do  not  eell  to  the  railroada?— ^A,  There 
are  a  few;  yes. 

Q.  Who  are  some  of  them? — A.  John  C.  Haddock  is  one  of  the  largest. 

Q.  (By  Mr.KKNNEnv.j  On  what  line  does  he  ship?— He  ships  over  the  Delaware, 
Lackawanna  and  Western. 

(J.  Is  he  given  cars  freely  to  send  as  great  production  to  tide  water  as  he  desires 
to  send?— A.  Perhaps  that  wonid  be  better  answered  by  himself. 

(j.  (By  Mr.  C.  J.  Hauhis.)  Do  yon  know  of  anycomplaints  amongindependent 
operators  of  failure  to  get  plenty  of  care  for  shipment,  or  anything  of  that  nature?— 
A.  No;  I  gnasB  not    Practically,  in  the  coal  trade  there  is  always  a  season,  both 
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In  bordandaoftcoal.  when  thereis  complaint  that  cars  can  not  be  had  insufficient 
nomlwr,  and  all  that  aort  of  thmg,  bat  that  is  soon  over:  that  occurs  nsnally  in 
the  tall  of  the  year.  Soft  coal  people  ahip  to  the  lakes  a:id  to  the  seaboard:  an- 
thracite people  ship  to  the  Weat.  and  all  that  sort  of  thing;  bo  they  can  not  get 
oam  enough.     That  is  not  a  subject  of  genernl  complaint  in  ordinaTV  times. 

(j.  Wonld  yon  say  what  proportion  of  the  anthracite  coal  used  in  New  York,  or 
shipped  to  New  York,  comes  from  independent  operators?— A.  No;  I  conld  not 
answer  that  qneation  offhand. 

Q.  Is  it  not  a  very  small  proportion? — A.  Oh.  yes:  natnrally.  it  is  a  very  small 
proportion.  The  independent  operators,  taken  in  the  aggre^te.  possibly  repre- 
■ent  ono-flfth  of  the  production,  of  which  part  is  sold  directly  by  them  to  the  com- 
panies.   That  leaves  a  very  small  proportion  that  is  independent 

Q.  ( By  Mr.  (Jonqek.  )  Can  yon  tell  what  the  economi:^  or  business  reason  is  for 
these  railroads  going  into  the  coal  business?  In  other  words,  why  is  not  coal  pro- 
dnoed  by  independent  operators,  the  same  as  wheat  is  grown  or  lamber  maimfac- 
tnred.  or  any  other  oF  the  great  prodnots  or  great  items  of  railroad  transportation 
prodncedV— A.  Well,  n  reply  to  that  qnestion — that  takes  yon  back  to  ancient  his- 
tory, the  history  of  the  indostry. 

Q.  Can  you  give  that  in  a  short  way,  if  there  is  any  salient  reason  for  it?— A.  I 
should  say  that  in  the  last  thirty  years,  or  nearly,  it  has  not  been  practioable.for 
many  individnals  to  go  into  the  coal  business  as  producers  of  coal.  In  those  early 
days,  when  the  mines  were  little  bits  of  what  we  call  rat  holes- little  bits  of  prop- 
erties that  produced  perhaps  100  to  150  tons  of  coal  aday— individnals  wereinonsi- 
ness.  a  great  many  of  them  men  of  small  capital.  The  business  did  not  retinlre 
very  much  capital.  They  soon  played  out,  and.  in  order  to  fnmish  transportation 
to  the  railroad  companies  thnc  were  built  into  the  districts,  the  railway  companies 
themselves,  or  their  friends,  or  mining  compiinies.  went  into  the  securing  of  tjieae 
properties  round  about,  which  yon  see  there  f pointing  to  map],  in  order  to  have 
tramc  forever  for  the  railroads  tnat  were  built  to  carry  on  the  bnsiness. 

Q.  [By  Mr.  C.  J.  Harris.)  Are  most  of  these  anthracite  coal  lands  now  already 
owned  by  the  different  coal  roads  or  the  subsidiary  companies? — A.  Yea;  very 
largely  indeed. 

Q.  They  virtually  control  the  situation,  do  they?— A.  They  virtually  control  the 
situation;  to  put  it  that  way,  yes. 

(i-  {By  Mr.  Kennedy.)  Do  the  railroads  in  the  soft-coal  fields  control  the  bitn- 
minoos  production  and  ontpnt  to  snch  a  degree  aa  the  anthracite  production  is 
controlled  by  the  ao-called  coalers?— A,  Yes;  I  should  think  even  more  so. 

Q.  The  soft  coal  coming  to  New  York  over  the  Pennsylvania  Railroad,  for 
instance,  is  that  commg  In  as  the  property  of  the  Pennsylvania  Railroad  or  of  the 
Independent  operators?- A.  Of  the  independent  operators.  The  Pennsylvania 
Railroad  Aoes  not  operate  any  collieries  at  all. 

y.  Well,  soft  coal  wonld  oome  in  over  other  railroads  to  New  York,  wonld  it 
not?— A.  Soft  coal  is  coming  to  tide  water  over  the  Baltimore  and  Ohio,  Chesa- 
peake and  Ohio,  and  Norfolk  and  Western  and  producers  mainly  in  the  soft-coal 
districts  pool  their  Issnee;  then  they  come  to  market,  and  the  coal  is  sold  by  one 
concern  in  town. 

Q.  Then  the  coal  comes  in.  not  as  the  property  of  the  railroads,  but  of  the  pro- 
ducers?— A.  Of  the  independent  producers,  not  of  the  railroads;  they  have  bnt 
one  general  agency.  The  Norfolk  and  Western  has  one;  the  Chesapeake  and  Ohio 
has  one. 

Q.  Have  you  in  yonr  mind  the  figures  for  the  transportation  of  coal— hard  and 
•oft— in  mills  per  ton  per  mile?- A.  No;  we  do  not  concern  ourselves  with  thoae 
facts  in  the  coal  trade  in  our  paper  any  more.  That  is  a  thing  that  has  gone  by. 
We  nsed  to  have  at  one  time  what  yon  might  lall  schedule  rates  of  transporta- 
tion of  hard  coal;  bnt.  as  has  lieen  said,  the  bulk  of  the  coal  ia  the  projwrty  of  the 
railroads.  They  make  thedivisiou  as  they  aeefit.  The  coal  of  the  indiviilual  opera- 
tors whir  h  is  still  brought  to  tidi^waier  is  carried  on  the  basis  of  -10  percent 
of  the  tide- water  price,  so  that  the  individual  operator  ia  jnst  as  aniious  to  get* 
high  price  for  his  coal  as  one  can  be.  The  proposition  that  they  made  last  year, 
when  they  had  that  independent  road  nnder  way,  that  they  were  going  to  befriends 
of  the  public  and  sell  the  coal  for  83.50.  was  simply  to  get  a  right  of  way,  that  is  all. 
They  are  interested  in  getting  a  high  price  for  coal.  Torty  per  cent  of  ji  is  Jl.flO; 
that  leaves  them  S'i.40  for  the  coal  at  the  mines.  Forty  percent  of  $3  is  81.20;  they 
get  31.80  on  that  basis. 

Q.  I  have  been  informed  that  the  rate  for  carryinf  hard  coal  to  tide  water  is 
something  like  10  mills  per  ton  per  mile,  and  that  the  charge  for  carrying  soft  coal 
isaimillapeT  ton  per  mile.  Now,  you  should  be  familiar  with  that  snbject.  Can 
vou  say  whether  there  is  any  such  ditference  as  that  between  the  charges?- A,  Que 
hundred  and  sixty  cents,  the  average  for  160  miles,  is  10  mills— a  cent  a  ton  a  mile, 
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iant  it?  That  is  a  matbematical  ctlcolAtlon  easy  to  be  proren.  The  soft  coal  that 
Is  brought  to  tide  water  is  carried  for  less  mooey :  bat  they  are  two  different  iteniB, 
and  they  do  not  enter  into  competitioa  at  all. 

Q.  Ib  it  teae  that  they  do  not  enter  into  competition  at  all? — A.  It  is. 

Q.  Ib  it  not  trne  that  in  the  past,  when  the  price  of  anthracite  cool  has  been 
pnt  np  to  a  pretty  high  rate,  that  soft  coal  has  been  indnced  to  come  in  for  that 
market?— A.  For  what  pur jiobo':' 

Q,  Well,  for  general  parprutea. — A.  It  is  not  used  for  general  pnrposea.  Yon  do 
not  bum  aoft  coal  in  your  hooae.  Some  of  the  minor  gradee  of  anthracit*  coal 
have  latterly  been  pnsheil  as  steam  coals.  Up  to  within  a  few  years  those  were 
all  thrown  on  the  dirt  bunk,  aa  they  ciU  it.  Now  we  are  going  throngh  the  prob- 
lem of  reclaiming  the  dirt  bank,  or  shipping  as  mnch  aa  we  can  of  the  prodnct  of 
the  mine  to  market,  withont  sending  any  to  the  dirt  bank.  Those  jnnior  sizes 
are  bronght  into  the  market  and  sold  for  a  price. 

Q.  (By  Mr.  Conokr.)  They  compete  with  the  soft  coal,  do  they  not?— A.  They 
generally  sell  for  less  money.  I  do  not  see  that  there  is  any  competition  in  that 
when  soft  coal  is  worth  SSM  and  they  sell  that  for  $8. 

Q.  Waa  it  not  proposed  to  nse  aoft  coal  in  the  city  of  New  York  in  mannfactnr- 
ingat  the  time  of  the  strike? — A.  Soft  coal  wasnsed;  softcoaliansedin  thistown; 
EWt  coal  is  need  here  constantly;  a  large  amount  of  soft  coal  is  used  here.  Soft 
coal  can  be  bnmed  hert;  or  anywhere  else  withont  making  a  smoke  nnisance  of  It. 
The  health  code  does  not  say  anything  about  the  nonuse  of  soft  coal;  it  is  only 
that  it  shall  not  be  used  so  as  to  make  it  a  nuisance  to  anyone.  That  is  all  that 
the  section  in  T^^ard  to  the  boming  of  aoft  coal  is;  that  it  must  not  be  nsed  to 
make  a  nuiaauce.  Soft  coal  can  oe  burned.  Soft  coal  is  bnmed  all  over  the 
United  States,  yon  might  say.  vrithout  being  a  nuisance. 

Q.  Do  yon  know  what  percentage  tiE  the  product  of  theoutpot  of  the  anthracite 
mines  is  now  used  fur  steam  pnrpos  b?— A.  Perhaps  Z^  per  cent. 

Q.  Would  it  be  aa  high  aa  40  per  cent?— A.  No.  I  don^t  think  it  would.  We 
naea  to  take  about  40  per  cent,  lint  in  the  changes  of  the  tiade  we  are  gradually 
making  domestic  coal  of  pea  coal  that  useil  to  go  into  these  small  sizes  and  be 
thrown  away  or  used  lor  ateam  at  the  mines.     Trade  ia  changing  continuonsly. 

Q.  Well,  if  soft  coal  ia  used  generally  for  steaming  parpoees.  and  some  of  these 
junior  sizes  of  hard  t-oal  are  sold  to  a  man  who  ubbb  it  to  make  steam  with,  does 
it  not  come  into  competition  with  the  soft  coal?— A.  I  do  not  consider  that  they 
come  into  competition  at  all.  I  think  they  both  have  their  nse  and  value.  I  do 
not  pnt  them  parallel,  coming  into  competition  with  each  Other. 

Q.  Do  yon  think  there  is  any  connection  between  the  prices  at  which  the  two 
kinds  of  coal  are  sold?— A.  The  prices  are  regulated  by  the  demand.  That  is  all 
that  yon  can  say.  Last  fall  the  junior  coals  were  in  very,  very  short  sopply, 
owing  to  the  strike.  The  strike  lasted  6  weeks;  oar  stock  of  small  coal  was 
eaten  np. 

Cj.  Did  not  that  circumstance  increase  the  consumption  and,  natnrally,  the 
price  of  soft  coal?— A,  It  made  a  demand  for  soft  coal,  and  in  some  inatances  the 
price  was  advanced. 

Q.  What  is  the  present  price  of  the  domestic  sizes  of  this  hard  coal  at  tide 
water;  do  you  know?— A.  About  $4.35  wholesale. 

Q.  And  the  roads  get  40  per  cent  of  that  amount  for  the  haul? — A,  The  railroad 
gete  40  per  cent. 

Q.  (By  Ur.  C  J.  Harris.)  That  means  delivered  on  the  other  side  of  the 
river?— A.  Yes. 

(j.  What  other  terminal  charges  are  there  to  get  it  to  New  York  and  Brooklyn? — 
A.  The  terminal  charges  are  covered  by  the  r^te  of  freight,  as  It  is  called,  for  the 
boatmen,  whose  boats  go  to  the  Jersey  side  and  bring  the  coal  over  to  New  York 
and  Brooklyn. 

Q.  About  how  much  would  that  charge  be  a  ton?— A.  About  30  cents. 

Q.  (BvMr.  OoNLiER.)  You  say  the  present  price  is  about  S4.25V—A.  About$4.35 
wholesale;  yes. 

<j.  Do  you  know  what  it  averaged  last  year  approximately — is  it  higher  now 
than  it  woa  a  year  ago?— .-\ .  No.  1  think  not.  I  think  I  conid  make  the  statement 
that  practical' v  the  average  lo-day  Is  about  the  average  of  last  year. 

<^.  Is  it  higher  now  than  it  was  a  month  or  two  months  ago? — A.  No;  two 
months  ago  there  were  some  apot  cargoes  of  coal  selling  for  ^.50. 

Q.  lait  highernowthnii  itwaa- say.five  yearsago— ml3B5orl898?— A.  Yes;  I 
reckon  it  is,  and  it  will  be  higher. 

Q.  Have  there  been  many  changes  in  Iha  past  five  years  in  the  price  of  this  coal 
at  tide  water?- Yes;  pricee  have  changed  very  much.  Indeed,  even  within  a  year — 
in  a  vear's  time,  that  is;  not  within  the  past  year,  but  within  twelve  months  time, 
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Q.  How  wide  has  -the  flnotnaticm  been? — A.  Fifty  cents  at  least,  possibly  75 

Q.  Not  more  than  75 — there  has  been  757— A.  I  think  bi>;  say  from  the  spring 
prices  to  the  winter  prices. 

Q.  That  change  in  the  price  h&s  been  on  account  of  seasons  particalarly?—A. 
On  account  of  the  seasoos.    They  all  sell  at  low  price  in  the  summer. 

Q.  How  low  a  price  have  you  ever  Icnown  at  tide  water  for  coal?— A,  Two  dol- 
lars to  S2.3n. 

".  Yon  have  Itnown  it  as  low  as  $2  and  $2.35,  as  against  3J.3S  now?— A.  Yes. 
.  What  reason  do  yon  give  ttte  commission  for  tbat  radical  chaofce  in  price?— 

To  reply  to  that  qneetion  it  is  necessary  to  go  back  to  the  date  of  the  anction 

■ale  in  1876,  in  Hanover  Square,  when  they  sold  -500,00(1  tons  of  loal.  The  price 
began  to  go  down,  and  the  people  had  the  coal  at  their  own  price.  Coal  was  sold 
within  hfdf  an  hour  after  the  sale  was  over  at  $1.50  advance  by  the  people  who 
bought  it  there.  So  that  sale  is  no  criterion,  [In  187B  there  was  another  low 
range  of  sales  at  auction.] 

Q.  That  price,  then,  of  |2  was  an  eitraordinaiy  price? — A.  You  asked  how  low 
coal  was  sold.  Coal  has  sold  as  low  as  S'i  a  ton  in  this  harbor,  but  a  comparison 
between  that  price  and  ^.25  wonld  hardly  be  fair. 

Q.  What  wonld  be  a  fair  comparison  between  the  price  now  and  that  of  twenty 
years  ago? — A.  1  think  they  aotd  coal  for  $U  twenty  years  ago,  durinf;  the  whole 
season. 

§.  Six  dollars  at  tide  wat«r?— A.  Yes. 
,  Perhaps  I  shonld  have  said  twenty-two  years  ago;  that  was  after  this  low 
od,  or  the  period  of  low  prices.— A.  That  was  the  period  of  low  prices,  due  to 
overproduction — throwing  too  iiinch  coal  on  the  market. 

Q.  In  your  opinion  the  low  prices  of  twenty-two  years  ago  were  occasioned  by 
overprodnction?— A,  Yea. 

Q.  (By  Mr.  O.  J.  Harris.)  What  was  the  average  price  of  the  coal  at  that  time 
compared  with  now,  leaving  ont  this— this  anction  sale;  this  one  item? — A.  Well, 
I  venture  to  say  we  were  getting  from  J4  to  |5  a  ton. 

Q.  About  the  same  as  uow?—A.  Yes, 

Q.  Has  there  been  an  improvement  in  the  H86  of  machines  In  mining  that  qonld 
lower  the  cost  of  mlnint;  since  then?— A.  No;  on  the  contrary  the  expenses  are 
greater. 

Q.  Do  the^  use  any  coal  machinery  in  mining  in  anthracite  mines?- A.  No. 

Q.  The  once  of  powder  baa  materially  declined  since  that  time,  has  it  not?— A. 
Yes;  we  tnraehed  that  question  over  last  fall.  The  price  was  $2.Ta  some  ^0  odd 
years  ago.    Powder  can  be  had  now  for  81., ^0  a  keg. 

Q.  Is  powder  an  important  item  in  anthracite  mining? — A.  No. not  avery  large 
Item.  They  use  something  like  1.500,01)0  ke^s  of  powder,  and  about  4.000,000 
pounds  of  dynamite;  they  get  out  about  60.000.000  tons.  We  are  working  coal  at 
greater  depths  to-day  than  IS.  :^0,  or  any  other  number  of  years  back.  We  have 
more  water  to  pnmp:  we  have  thinner  seams. 

Q.  (By  Mr.  Kennedy.)  You  said  the  low  prices  of  this  fwriod  you  spoke  abont, 
when  coal  was  sold  in  Hanover  Square,  were  due  to  overproduction.  Is  the  pro- 
duction regulated  now  so  that  there  is  no  overproduction?— A.  Do  not  think  there 
isany  regulation  to-day  at  all.  Sometimes  I  wish  there  was.  It  wonld  keep  the 
trade  in  oetter  shape.  Trade  ia  always  in  better  shape  when  the  production  is 
even  and  the  price  is  even  throughout  the  year.  If  tbat  could  ever  lie  done,  if  we 
conld  divide  the  tonnage  into  12  monthly  proportions,  we  should  have  trade 
in  very  much  better  shape.  We  are  prodncing  to-day  at  the  rate  of  something 
over  00,000,000  tons  a  year.  Last  month  and  December  wo  have  beec  tunning  at 
the  rate  of  S.000,000  or  5,250,000  tons  a  month.  Well,  the  market  won't  take 
00,000,000  tons  of  coal,  so  there  must  be  some  months  daring  the  year  when  we 
must  reduce  that  production.  Now,  If  yon  call  that  regulating  the  coal  trade, 
there  you  are:  that  is  all  I  can  say. 

Q.  Can  yoii  say  how  much  difference  there  ia  between  the  price  of  coal  now  and 
the  price  in  the  recent  years  of  depreaBlon—16!)3  to  18!>6  and  1H97?— A.  I  think  the 
market  ia  in  very  much  better  shape  so  far  as  prices  are  concerned,  but  I  think 
that  oondittoo  ia  entirely  due  to  the  increased  demand  for  coal, 

Q.  I  wanted  to  know  if  the  price  went  down  to  anything  like  it  wrs  at  this 
penod  yon  spoke  abont  when  the  auction  sale  occurred"^;  if  it  was  so  low  or  If  it 


r«mained  comparatively  steady  and  strong  during  those  years  of  depression.  - 
If  we  hod  again  a  period  of  depression,  the  price  would  be  rede  '  '  *-  — 
doubt    In  ;8B3,  J8M,  and  1807.  it  was  pretty  slow  bnainess  everyw 


Q.  How  much  floctnation  ia  there  in  the  total  consumption  of  coal  between 
those  ^eara,  tot  instance,  as  between  a  poor  year— I893~B4-ii5— and  a  good  year 
preceding  or  following? — A.  That  is,  in  the  consnmption  of  coal  for  domestic 
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Q.  Yes, — A.  That  is  an  economic  qneation,  lan't  it— a  social  economic  (joestion? 
It  is  very  interesting,  too.  I  have  looked  into  it  a  good  deal  mTself.  1  abonld 
think  abont  15  per  ceat 

Q.  (By  Mr,  CuNCJER.)  It  might  be  well  if  Mr.  Saward  would  say  what  the  total 
consumption  is  sow.  approximately,— A.  We  are  working  t^day  at  tbe  rate  of 
60,000, IHX)  tons  a  year;  that  is,  ot  anthracite  coal.    That  is  the  production. 

Q.  And  what  do  yon  estimate  wilJ  be  tbe  ooDBiimptioii?— A.  If  we  bave  a  con- 
tdnnance  of  the  demand  ol  these  last  three  months,  it  is  all  going  to  be  bnmed  np 
There  ie  no  stock  on  hand  anywhere  to-day.  In  addition  to  that  ^ou  most  under- 
stand we  are  prodacing  abont  ISU.OOO.OUO  tone  of  bitnminoaa — jnat  abont  three 

Q.  Yea;  bat  yoa  teitifled  that  the  cunanmption  of  bitnininona  coal,  in  yonr 
opinion,  at  least  was  not  affected  by  the  consnmptioa  of  anthracite  coal, — A.  It  ie 
not  One  Aoee  not  aSect  the  other,  practically.  I  only  ^ave  yon  that  fact  so  that 
these  gentlemen  might  not  think  that  anthracite  coEil  is  "the  only  thing."  We 
get  something  else  bt  sides  anthracite  in  the  United  States.  We  bave  240,(NXI,00(I 
tona  of  coal  this  year,  which  beats  Great  Britain  by  atwat  15,000,000  tons.  We 
have  the  greatest  conntry  in  tbe  world  to-day  in  coal  prodnction,  as  we  have  in 
almost  everything  ulae. 

Q.  Do  we  export  any  of  this  anthracite  coal? — A.  Onr  beet  ontaide  customer  is 
Canada,  which  takes  abont  l,.'iO0. 000  tons. 

Cj.  1  was  referring  to  the  European  trade.— A.  Across  the  water?  No;  we  do 
not  send  any  anthracite  to  Knrope. 

Q.  Do  we  hHve  any  export  trade  in  soft  coal? — A.  We  bave.  We  are  increasing 
very  largely  in  soft  coal.  Yon  can  nut  send  any  anthracite  abroad  till  yon  send 
people  over  there  with  stoves,  and  show  them  how  to  bnrn  anthracite  coal. 

Q.  You  testified  the  price  now  at  tide  water  was  about  $4.2-')  a  ton?— A.  Yes. 

Q.  la  that  price  practically  uniform  for  the  same  grade  of  coal  between  the  dif- 
ferent prodncers  or  people  who  have  it  to  sell? — A.  1  nuderstand  it  is.     That  is  the 

Q.  And  the  price  is  the  aame  with  alt  of  tbem,  practically? — A.  For  that  grade 
of  coal.    There  might  be  some  discount— a  few  cents. 

Qj  How  is  that  price  fixed?— A.  A  man  comeii  to  the  office  who  wants  to  boy  five 
oars*  of  cool.  "What  is  the  price?  "he  asks.  The  price  is  given  hiia.  He  won't 
pve  it.  He  then  goes  down  to  Tom  Jones  and  inquires, "  What  is  your  Mice?" 
Perha^  he  is  told  $4.25.  He  then  goes  back  to  the  first  man,  if  he  feels  like  it. 
There  is  no  such  thing  as  fixing  the  price. 

U,  The  dealers  will  ask  the  same  price,  it  seems? — A.  Certainly  they  do,  because 
eacn  knows  that  hia  coal  is  worth  tbe  s;itae  money  as  the  other  man's. 

Q.  Do  you  think  there  is  any  nnison  of  action  there— any  agreement  between 
tbem? — A.  I  do  not  think  there  is  any  agreement  between  them.  They  understand 
the  value  of  their  product.  One  man  Is  not  going  to  sell  his  for  lesa  than  the 
otiiers,  because  he  says  hia  is  just  as  good  as  the  others'.  I  do  not  think  there  is 
any  cast-iron  agreement,  or  auythini:!  ot  th:it  kind. 

Q.  Is  there  any  tacit  nnderstanding?— A.  Yon  will  have  to  ask  some  of  the  ffBo- 
tlemen  connected  with  the  business  for  that  information.  If  they  have  any  under- 
standing. I  do  not  underBtanil  it  to  be  so— that  there  is  any  tacit  nnderstanding. 
Some  of  these  gentlemen  connected  with  these  companies,  if  they  were  brought 
before  you.  might  answer  the  question  yea  or  nay, 

CJ.  (By  Mr.  Kennedy.)  I  have  often  read  in  the  New  York  papers  that  there 
was  on  anthracite-coal  truat,  and  I  have  heard  people  testify  to  that  eGFect.  You 
ahoutd  be  tin  expert  in  that  sabject,  conducting  The  Coal  Trade  JoumaJ,  and  I 
should  like  to  ask  you  whether  there  is  an  anthracite -coal  trust  or  anything  that 
partakes  of  the  character  of  a  coal  trust?— A.  I  do  not  know  that  there  is. 

(j.  Would  yoii  s.'iy  that  there  is  not? — A.  Who  are  these  gentlemen  who  testify 
that  there  auch  a  thing  as  a  coal  trust? 

Q,  Well,  an  independent  producer  is  the  gentleman  I  have  reference  to, — A. 
What  is  the  deGuitioii  of  the  word  trust? 

Q.  I  will  call  it  combination.  I  know  your  technical  point  there.— A.  No;  I 
do  not  want  to  ask  you  any  qut'Stions  there  at  all,  I  only  want  to  nse  that  means 
to  enlighten  yoa  as  well  as  some  of  the  others  wbo  say  that  there  in  such  a  thing  as 
a  coal  trust.  Now,  in  order  to  have  a  truat  or  agreement  there  most  be  parties  to 
tbe  agreement. 

Q.  {By  Mr.  Ripi.&y.)  la  it  not  true  tbnt  a  large  number  of  the  coal-carrying 
roadt  are  owned  by  the  same  people?— A.  it  is  true  that  a  very  great  many  of  oor 
rich  people  to  day  are  interested  as  shareholders  in  the  various  anthracite  coal-pro- 
ducing and  coal-carr.'.  iiig  companiea. 

Q.  Are  not  the  some  men  directors  in  a  number  of  these  companies?— A.  To  a 
conidderable  extent.  Yoa  will  find  that  the  Vanderbilts  and  the  Bockefellers,  one 
and  another,  are  interested  in  these  various  comjianies. 
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Q.  Can  7on  state  which  of  the  companies  apparently  have  the  same  men  as 
directoni,  bo  far  as  joat  knowledge  gosH? — A.  You  will  have  to  get  Poor's  Manual 
and  work  np  those  details  from  that.     [  could  not  tell  yon  offhantl. 

Cj.  Is  it  not  a  fact  that  the  Lehigh  Valley,  and  the  Erie,  and  the  Reading,  and 
the  Ceatial  of  New  Jersey  are  sappoaed  to  be  more  closely  united  than  the  other 
Toads?— A.  There  is  where  yon  get  community  of  Interest,  in  that  several  people 
are  in  those  varioos  enterprises;  yes.  If  that  is  what  you  call  a  trust,  combina- 
tion, there  yon  are.  I  do  not  o^l  it  so,  Ab  I  said  before,  I  have  known  this  trade 
about  411  years,  and  I  have  been  running  the  paper  31  years,  and  i  have  seen  trusts 
or  combinations,  one  thing  and  another  of  that  sort,  too  often.  I  do  not  call  this 
anything  like  a  trnet  or  combination  that  we  have  to-day.  It  ia  not  like  we  bad — 
a  little  bit  of  ancient  history—in  1874.  Then  there  was  a  meeting;  an  agreement 
was  come  t^  that  snch  and  soch  thin^  ahonld  be  dons,  and  if  other  things  were 
not  done  there  should  be  a  penalty.  That  agreement  want  to  pieces  of  its  own 
weight  in  18T6. 

Q.  Was  there  not  another  attempt  in  1886  or  1887?— A.  It  ran  along  firom  1886  to 
1888. 

Q,  Yes,  and  was  there  not  anoth«T  attempt  mode  in  1893? — A.  No,  no;  1891  and 

Q.  Under  the  leadership  of  what  road? — A..  Mr.  McLeod  tried  to  bring  about  a 

combination. 

Q.  And  what  was  the  cause  of  the  failure?— A.  Invading  the  territory  of  some 
of  the  other  railroad  magnates  when  he  crossed  the  Hudson  River. 

Q.  Will  yon  give  in  somewhat  greater  detail  your  opinion  in  the  matter  as  to 
the  cause  of  the  failure  of  that  attempt  to  consolidate  the  anthracite  ccmI  roads? — 
A.  I  do  not  think  it  received  the  Gnancial  anpport  that  Mr.  MoLeod  expected;  I 
think  that  was  the  primary  reason . 

Q.  If  there  had  been  sumcient  financial  support  at  that  time,  snch  a  combina- 
tion might  reasonably  have  taken  place?— A.  That  was  a  combination  that  ran  the 
price  of  coat  up  $1.75  a  ton  inside  of  h  months, 

Q,  What  was  the  relation  between  the  roads,  which  took  place  in  that  combi- 
nation; wasit  in  thenatnreof  apnrchaseoraleaae?— A.  Those  ware  leased  roads 
at  that  time, 

Q.  Wtiat  has  taken  place  recently  between  the  Reading  Railroad  and  the  New 
Jersey  Central?  Have  you  any  knowledge  respecting  that  point?— A,  As  I  under- 
stand it  people  connected  with  the  Reading  Company  have  bought  snfHcient 
shares  in  the  Central  of  New  Jersey  to  acquire  the  commanding  interest  there. 

Q.  Has  it  been  an  actual  pnrcnaae?  Have  they  bougbt  stock,  or  have  they 
actnally  purchased  the  road?— A.  No;  booght  shares  of  stock. 

6.  But  leading  virtually  to  the  purchase  of  the  road? — A.  The  transaction  might 
lead  in  that  way.  The  man  that  owns  the  stock  owns  the  road,  if  he  has  cnoagh 
ofU. 

Q.  In  other  words,  would  this  meet  the  situation— that  in  1SQ3  they  attempted 
to  combine  by  leasing,  and  in  1901  they  attempt  to  combine  by  purcbase?—A.  Sev- 
eral of  these  people  have  increased  their  holdings  in  all  these  other  lines,  and  in 
that  way  secured  the  control. 

Q.  (By  Mr,  Conuer.)  Snch  a  commnnify  of  interest  between  these  railroads 
might  be  a  very  good  reason  for  asking  the  same  price  for  coal,  might  it  not?— A. 
That  would  be.  There  will  be  no  higher  price  aaked  for  coal.  It  wonld  be  the 
greatest  fallacy  for  these  gentlemen  to  attempt  to  get  any  more  money  for  coal 
than  the  prevailing  price. 

y.  In  other  words,  you  think  the  present  price  ia  high  enough?— A.  The  present 
price  is  a  fair  price.  The  present  price  Is  a  profitable  price.  At  the  present  price 
there  ia  no  danger  of  a  decreased  consumption  unless  thev  strike  a  bad  vear.  If 
they  are  bo  unfortunate  three  or  four  years  hence  to  get  back  some  of  those  bad 
yesrs  like  iSOli  to  IS'.itt,  the  consumption  of  coal  will  lie  decreased  from  natural 
causes:  but  there  is  uothinff  in  the  situation  from  the  trade  standpoint  to  warrant 
any  advance  in  price,  and  there  are  very  good  trade  reasons  for  saying  the  price 
shonld  not  be  higher, 

Q,  (By  Mr.  Kenn-kdt.)  Perhapaeconomicreasona  will  prevail,  bntif  thiacom- 
mnnity  of  interest  scheme  is  oarrled  to  asnccessfnlconcltiBion,  willthey  not  have 
it  in  their  power  to  put  on  arbitrarily  the  very  last  penny  that  the  public  will  stand 
forooal? — A.  Now,  I  think  I  have  answered  that  question  in  my  own  way,  'The 
verylast  penny  that  thepablio  willstand;"  you  pntitin  that  way.  Now,!  said,  for 
verygood  trade  reasons  they  should  not  increase  the  price  beyond  what  it  ia  at 
the  present  time.  So  that  I  think  you  are  putting  it  in  one  wav;  and  I  pnt  it  in 
another.     1  would  say  no  to  that  qnestion;  there  is  not  any  probability  of  such  a 
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<By  Hr.  Ripley.)  What  proportioii  of  the  total  tonnage  is  xtrodnced  hy  the 
Blading  road,  can  yon  saj,  approximatelj? — A.  Of  last  rear's  tonnage  it  waa 
aboat  21  per  cent. 

Q.  Is  that  greater  or  leaa  than  ita  proportion  of  the  tonnage  10  or  20  years  ago?— 
A.  O,  itbink  the  Resdinzwaarunning  aboat  20  per  cent  even  in  thoee  days. 

Q.  Didit  notrnna3hignas4Sper  cent  on  paperatonetlme? — A,  No;  43 per  cent 
when  they  bwi  that  Jersey  Central- Lehigh  Valley  lease,  was  it  not?  Not  the 
Beading  of  itself. 

O.  Has  not  the  allotment  to  the  Reading,  made  10  years  or  so  aso,  been  at  least 
as  nigh  asSOper  cent  or  a3  percent?^A.  No;  I  have  no  such  recollection;  Idon't 
think  you  conid  find  conSrmatiOQ  of  that  opinion  in  the  statistics. 

(X  Testimony  to  that  effect  was  offered  in  1892  beforea  committee  of  the  Honse 
of  BepTesentativee. — A,  That  allotment  mast  have  included  the  Lehigh  Valley 
or  the  .Jersey  Central.     That  is,  when  those  roads  were  leased,  yon  know. 

Q.  Was  there  then  any  change  in  the  relative  proportion  of  the  coal  produced 
or  shipped  by  the  different  roads?— A.  There  has  been  very  little,  indeed,  in  the 
last  10  or  15  years. 

Q.  Have  not  some  new  roads  come  into  the  territory  wiQiln  the  last  10  years? — 
A.  Yes;  we  have  the  Ontario  and  Western,  and  the  Delaware,  Snsqnehanna  and 
Sohnylkill.    Those  are  two  new  roads. 

Q.  Wonid  the  Brie  and  Wyoming  Valley  come  in  there?— A.  Oh,  yea;  the  Erie. 

Q.  The  Erie  and  Wyoming  Valley?— A.  That  is  a  part  and  parcel  of  the  Penn- 
sylvania Coal  Company. 

Q.  Yes,  or  was  it  sold  at  the  time  the  Pennsylvania  Coal  Company  was  sold  to 
the  Erie  Railroad?- A.  I  understood  so. 

Q.  And  is  operated  by  the  Erie  Railroad?— A.  Yea;  operated  by  the  Erie. 

Q.  Yon  say  the  relative  proportions  of  coal  shipped  by  these  roads  is  not  chang- 
ing much  ut  the  present  time? — A.  It  has  not  changed  very  mnch  in  all  these 

Q,  Suppose  one  of  the  roads  were  to  ship  more  than  the  usual  or  customary 
percentage,  what  M'ould  happen?  Suppose,  in  other  words,  that  the  Reading 
roads  wonld  begin  to  ship  80  per  cent  of  the  tot-al  output?— A.  Thirty  per  cent, 
being  entitled  to  21  per  cent? 

Q.  What  do  yoo  mean  "being  entitled  to  21?"— A.  That  is  the  proportion  of 
the  tonnage:  that  ia  the  way  H  works  out. 

Q.  Uo  you  mean  anythingapecific  by ''beingentit!ed  to2l  per  cent?" — A.  The 
coal  shipments  are  divided  np  into  percentages. 

Q.  la  that  divieion  made  at  the  preeent  time? — A,  Their  proportion  is,  they  say, 
21  per  cent. 

Q.  Whosaya  21  per  cent? — A.  Well.  I  saj'  that  is  the  way  it  figures  out.  If  yoD 
take  last  year's  production,  their  tonnage  is  21  per  cent  of  it. 

Q.  Ia  tlie  RetMing  Railroad  prodacing  np  to  its  maximum  capacity?  Could  it 
not  produce  much  more  coal  than  it  does  at  the  present  time? — A.  Yon  would 
have  to  aaV  Mr,  Luther,  of  Pottaville,  tiiat  question;  I  wouldn't  answer  it. 

Q,  ifourstat«metitie.  then,  that  this  proportion  of  tonnage  toeach  road  is  purely 
aresnit  of  chance?- A.  Not  of  chance  at  all.  It  is  controlled  by  what  they  do  in 
each  year. 

Q.  Whom  do  you  mean  by  "they?" — A,  The  several  companies. 

Q.  They  come  together,  then,  and  agree  upon  allotments?— A.  No;  there  Is  the 
production  last  year  of  47,000,000  tons;  out  of  that  the  Reading  gets  10,000.000  tons. 
That  works  out  Bomething  like  21  per  cent,  and  the  others  workup  to  their  several 
percentages. 

Q.  But  it  conid  produce  more?— A.  It  could  produce  mora;  it  has  the  colliery 

Q.  You  think  the  anthracite  properties  generally  could  produce  more  coal  than 
they  do?— A.  Yes;  they  could  all  produce  more. 

Q.  Suppose  any  one  of  theui  should  attempt  to  produce  more  than  the  allotted 
proportion  what  would  happen?  Would  there  be  any  safeguards  for  the  other 
roads?  Suppose,  in  other  words,  one  of  the  roads  should  attempt  to  double  its 
output  in  a  given  year? — A.  Don't  ask  such  foolish  questions  as  that.  Why  should 
they  attempt  to  double  the  tonnage;  they  can't  sell  more  than  so  mnch  coal? 

(j.  So  much  is  aold  as  a  total  in  a  year,  but  one  company  miKht  increase  its  pro- 
portion of  that  total,  might  it  not?— A.  Do  you  mean  to  ask  whether  a  given  com- 
pany has  the  capacity  for  doing  more?  i 

Q.  Certain  of  the  roads  have  come  into  the  field  in  the  last  ten  years  and  have 
built  up  a  trade  of  their  own.  have  they  not?  You  mentioned  the  Ontario  and 
Western.- A.  They  have  taken  care  of  the  increased  tonnage  that  has  been 
demanded. 

Q.  (By  Mr.  Conoer.)  You  say  these  roads  could  produce  more  coal;  why  dont 
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Hier  do  BO?— A.  Becanae  thejr  oan't  sell  at  a  profit.  Why,  it  ta  like  that  chapter  In 
HetU7  George's  Political  Economy  where  a  man  sella  101)  things  for  one  price,  and 
if  he  inoreaaea  the  quantity  by  10.  the  increase  has  an  effect  not  only  on  that  10, 
bnton  all  the  rest  I  have  noticed  it  many  times  in  the  laat  nnmber  of  years  when 
they  produced  too  mtich  coal. 

Q.  (By  Mr.  Kennedy.)  It  wonld  look  as  if  there  was  an  agreement,  then.  If 
some  of  them  did  not  prodnca  np  to  something  like  their  maximum  prodncing 
capacity,  to  keep  the  prodaction  down?— A.  I  nave  yon  information  on  that  point,  . 
I  aaid  that  dnring  this  month  and  laat  we  have  run  at  the  rate  of  00,000,000  tons  a 
]>ear,  and  when  it  comes  anmmer  time  we  will  have  to  rednce.  We  can  not  sell 
60,000,000  tons  at  any  price  in  this  tnarl>et. 

Q.  (By  Mr.  Riplet.)  What  do  yon  mean  by  "their  tonnage,"  referring  to  the 
Beading  company? — A.  Their  proportion  or  percentage  that  has  lieen  divided  in 
the  coarse  of  years,  S0|,  20j,  21^,  20^,  or  what  it  ayeragss  for  li  years, 

Q.  Does  the  Pennsylvania  Rajlroad  participate  in  a  proportionate  arrangement 
of  that  kind?— A.  Never. 

Q.  Why  not?— A,  I  do  not  Icnow. 

Q.  Can  yon  give  any  answer  why  it  does  not? — A.  Simply  becanse  it  has  been  a 
free  lance. 

Q.  Freelance  against  what? — A.  Against  the  rest  of  them. 

Q.  Has  their  proportion  remained  fairly  constant?-— A.  I  think  so. 

Q.  Abont  what  fignre?— A.  Abont  10  per  cent:  9,  10,  10(,  11. 

Q.  Is  It  not  trne  that  at  varions  times  whm  the  companies  did  agree  formally 
opon  prices,  that  the  Pennsylvania  Railroad  refnsed  to  accede  to  such  an  agree- 
ment?— A.  I  think  you  will  find  they  have  always  refused. 

Q.  Always  stayed  outside  of  any  agreempnt?  The  agreement,  then,  between 
roada  as  to  snch  allotments  and  of  prices  which  were  formerly  made  does  not 
exist?- A,  I  do  not  Ifnow  of  any  agreement  at  the  present  time. 

Q.  Bnt  there  was  one  formerly,  say  10  years  agot— A.  Yee;  we  have  had  several 
in  the  last  80  years.  ' 

Q.  (By  Mr.  C.  J.  Earbis.)  Has  there  been  an  increase  in  the  price  of  coal— an 
nnoanal  increase  in  the  price  of  coal  in  the  laat  5  months — i  or  6  months?— A. 
Eiiminating  that  period  of  the  strike  and  shortly  after  it.  No. 

Q.  Are  prices  about  where  they  were  last  winter  at  this  same  period  of  time? — 
A.  I  think  so. 

Q.  I  shonld  like  to  aak  if  yon  know  anything  about  the  condition  of  labor  in  the 
•ntliracite  minesP— A.  At  the  present  time,  since  the  resumption  of  work  after 
the  strike,  labor  has  been  better  employed  at  the  anthracite  mines  than  at  any 
time  dnring  the  past  SO  years.  There  has  been  more  constant  labor,  the  wages 
received  have  bent  better,  and  the  outlook  is  for  a  continuance  of  such  good  con- 
ditions during  the  present  year,  with  the  possible  eiception  of  a  little  less  demand 
dnringthe  sammer  months  of  July  and  August,  as  nsoaL 

Q.  (By  Mr.  Ripley.)  Have  yon  any  data  as  to  the  cost  of  the  production  of  coal 
ftt  the  mine  mouth  in  different  parts  of  that  territory?— A.  No;  Ihavenot.  I  have 
seen  so  many  statements  in  the  last  30  years  that  it  is  hardly  worth  while  to  make 
an  answer  to  that  question. 

Q.  Are  not  some  of  those  fignrea  published  ia  the  companies'  reports?— A.  I 
think  there  are  figures  published  in  these  reports;  but  if  so,  you  can  divide  ttie 
amount  of  dollars  of  the  cost  by  the  nnmber  of  tons  produced  and  thus  get  a  cer- 
tain fignre  as  to  the  cost  per  ton. 

Cj.  You  have  reason  to  suppose  they  are  reliable?- A.  I  think  all  such  reports 
are  misleading,  whether  a  man  makes  his  price  $1.10  or  $1.04,  or  any  other  jirice. 
It  is  BO  bf'cause  1  do  not  think  that  they  charge  up  against  the  mining  cost  all  the 
items  that  sbonld  go  to  it. 

Q,  You  mean,  in  other  words,  that  certain  items  which  are  charged  against  the 
mining  cost  really  belong  to  the  railroading  cost,  or  vice  versa?— A.  No;  I  think 
it  would  be  directly  the  other  way,  that  certain  items  have  gone  Into  the  Improve- 
ment iicconnts  that  ought  to  f;o  to  the  nctunl  coat  account. 

Q.  Will  yon  apefify.  not  by  name  or  particular  company,  but  by  naming  the 
item  for  the  sake  of  the  record?— A.  In  some  of  these  stAteinenta  when  vou  find 
people  inclined  to  talk  abont  what  tbey  bave  done  in  the  past  years,  and  so  forth  and 
soon,  they  make  the  cost  all  the  way  from  gl.lO  to21.G4.  I  nave  seen  other  people 
make  it  from  $2.10  to  $2,i8.    One  might  be  a  first  rate  year  and  the  other  a  bad 

ear;  one  man  would  charge  np  one  thing  to  an  account  and  another  man  nothing 
this  accotint 

<j.  Can  yon  state  what  proportion  roughly  of  the  cost  of  coal  is  due  to  labor  at 
the  mine  month— a  mere  approximate  fignre?— A.  A  ton  of  coal  in  a  car  under- 
neath the  breaker  ready  to  m  shipped  to  market,  what  pr(^)ortion  labor  is  getting 
ont  of  that  price,  whatever  it  may  De?  C^tKl'^^Ic 
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Q.  What  proportion  of  the  cost  of  prodnciiig  goes  to  wages?— A.  Eighty-five 
per  ceat. 

Q.  And  what  increase  iu  the  price  ot  coal  has  taken  place  since  the  Btrikslaet 
year? — A.  Increase  in  price? 

Q.  The  price  of  coal  is  higher  at  the  present  time  than  a.  year  ago.— A.  Higher 
than  it  was  before  the  strike? 

Q,  YeB.— A.  September  was  ft  low  time.  We  had  gone  through  Jnl;  and 
Angoat,  and  theatrUie  wosstarted  on  the  ITth  of  September;  we  were  at  a  low  ebb 
ot  prices.    Then  we  had  a  strike  and  the  strike  put  np  the  prices. 

Q.  How  mach?— A.  Two  dollars.  Coal  sold  here  at  $6  owing  to  the  scarcity, 
etc.  People  bought  it  at  $4  or  lesa,  and  sold  it  egaln  at  $6;  bat  after  the  strike 
was  over  and  there  was  a  reamnptioo  of  work  and  tonnage  came  through  rapidly 
the  price  was  perhaps  00  cents  a  ton  better  tlian  it  had  been  dnring  the  months  of 

t  had  been  during  the  corresponding  months  of  preceding 
yetUTB? — A.  No;  1  do  not  think  qnite  up  to  that  point. 

Q.  Is  it  higher  this  FehrQary  than  one  year  ago  at  this  time? — A.  I  think  it  is. 

O.  By  about  how  mach? — A.  Twenty  cents  or  S5  oents.  On  the  general  con- 
diUona,  I  will  say  alKiat  25  cents  better. 

Q.  And  what  proportion  of  thatincreaseof  25  cents  is  dne  to  the  fact  that  wages 
ore  higher?~A.  Tase  85  per  cent  at  the  mine;  the  increase  in  wages  was  from  13 
to  IS  oents  a  ton;  so  I  am  not  rery  far  oat  of  the  way.  I  said  85  per  cent;  yon 
might  modify  that  a  little.  Bnt  yon  know  in  addition  to  the  wages  of  the  miner 
yon  have  a  great  many  other  items  that  go  into  the  cost  per  ton.  Now,  here  is  a 
question  of  eonployment  in  your  plan  of  inquiry;  "thenamber  of  children  em- 
ployed;" who  said  there  were  any  children  employed? 

«.    ,i,_..r_  „  T  TT ,  nT.n  — ■--■  floyousay— ai 

says  that  no  one  should  go  below  ground 
who  is  less  than  14  years  of  age, 

(j.  Well,  are  there  children  employed  over  14  years  of  age? — A.  Below  ground? 
Boys?    Yes;  but  very  few.    They  are  simply  door  boys. 

Q.  (By  Mr.  Conoer.  )  Considerable  of  this  hard  coal  is  shipped  West,  is  it  not? — 
A.  No.  You  can  not  say  "considerable;"  10  ^ler  cent  is  not  considerate. 

Q.  Is  that  all  that  is  shipped  West?— A.  Yes,  sir. 

Q.  IsnotBnffaloqniteamarket?^A.  3,000.000  tons  are  the  figures  for  the  yetir. 

Q.  Areyoufamillorwith thepricosof coslat theseLakeErieports? — A.  Yes.sir. 

Q.  Snmnter  prices  there  are  usually  lower  than  late  fall  and  winter  prices? — A. 
Yea. 

Q.  About  a  third  difference,  is  there  not?— A.  The  same  difference  that  prevails 
round  about  here;  50  cents  a  ton  is  the  range. 

Q.  Usually  60  cente  a  ton?— A.  Yes. 

Q.  Now,  aoont  what  time  does  that  change,  or  theincrease in  price,  usually  take 
place— the  let  of  October? — A.  The  1st  of  October,  call  it,  last  year;  but  we  had  a 
strike  last  year. 

Q.  That  interfered  with  the  regularity? — A.  Yes;  upset  the  regularity. 

Q.  Is  it  or  is  it  not  a  fact  that  when  the  increase  from  summer  to  winter  piicee 
on  coal  takes  place  it  takes  pla(»  with  all  dealers  and  all  producers  ou  the  same 
day? — A.  No;  X  am  sorry  to  say  it  does  not.  There  are  a  lot  of  "snckers"  out 
there  that  don't  change  their  price.     They  have  a  lot  of  old  orders  on  their  books. 

Q.  (By  Mr.KBNNEUY.)  Don't  the  dealers  in  the  distant  cities  receive  word  upon 
the  same  day — all  of  them— that  the  price  has  changed? — A.  Qh,  yes;  there  is  a 
circular  issned^a  circular  that  prices  are  so  and  so.  Why,  there  is  some  coal 
going  up  there  now  that  they  claim  was  soM  last  summer. 

Q.  (ByMr.  Co.NOt,K.)  Who  makes  this  claim,  the  dealer?— A,  The  dealer. 

Q.  Is  this  dealer  yon  refer  to  acting  independently  or  acting  for  a  prodncer  of 
one  of  the  railroad??- A.  I  guess  he  is  acting  for  himself.  He  does  not  sive  the 
prodncer  a  chance.  He  claims  he  has  contracts  at  ^ast  year's  prices  which  are  still 
good. 

Q,  Is  it  or  is  it  not  a  fact  that  on  a  certain  day  all  of  these  producers  raise  their 
prices  to  the  wholesalers  and  to  the  jobbers?  Is  it  not  nsnalty  the  case  that  the 
increase  from  the  snmmer  to  the  winter  price  takes  place  with  a'l  pcodacera  at  a 
fixed  day?— A.  Circulars  are  isaned  by  one  and  another,  and  if  j'on  are  a  dealer  in 
town,  the  first  or  second  mail  after  the  first  of  the  month  you  are  apt  to  get  a  half 
dozen  circulars  and  the  prices  quoted  will  be  all  alike. 

Q.  How  can  you  explain  this  uniform  action  if  there  is  no  agreement?— A.  Oh, 
I  don't  know.  It  is  the  advance  in  civilization.  I  guess.  Possibly  it  ia  the  hyp- 
notism that  prevails— theunity  of  minds;  all  think  alike.  I  do  not  know  bnt  there 
IS  a  telephone  that  might  be  used  by  somebody  to  ask,  "  What  are  you  going  to 
ask  for  coal?    I  have  my  circulars  all  at  the  printer's,  and  I  am  ready  to  send 
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tbem  out    1  am  going  to  ask  eo  and  so."    "All  right,"  might  be  the  reepouse:  "I 

irill  ask  the  Borne." 

Q.  (By  Mr.  KknnedY.)  Community  of  interest  fellowB,  they  are? —A.  Yes:  there 
Is  a  mntnality  of  intereaL 

Q.  (By  Mr.  Conokh.)  Yon  wonld  not  call  that  a  combination,  however?— A. 
No;  I  would  not  call  that  a  combination.  Ill  tell  yoa  why  I  wonld  not  call  it  a 
tnist  or  anything  of  the  kind— because  there  might  be  Bomebody  who  wonld  Bay, 
"No,  I  won't  put  ap  my  price;  bny  ere  all  go  Borne  where  else."  Snch  things  bare 
been  known  even  within  the  last  twenty  months, 

(4.  (By  Mr.  Ripley.  )  Can  yon  specify  a  time  nt  which  that  happened  within  the 
last  twenty  months? — A.  No;  T  do  not  recall  a  specific  time  at  wblch  that  hap- 
pened, bnt  SB  a  seneral  thing  there  have  been  times  when  dealers  wanted  to  pat 
the  price  np  and  it  would  not  pay  to  pnt  it  np. 

Q.  That  1-1,  those  who  wish  to  raise  the  prfoes  have  to  keep  at  level  with  those 
who  refuse  to  raiBe? — A.  With  those  who  retnse  to  raise. 

Q.  And  has  the  Pennsylvania  oompany  alwaya  refused  to  go  into  snch  an 
Arrangement? — A.  Yes;  I  think  the  Pennsylvania  has  alwaya  been  on  the  outside, 
as  the  saying  ie;  bnt  there  are  ehippers  down  here  who  have  coal  to  sell,  and  they 
generally  come  pretty  near  the  market. 

Q.  (By  Mr.  Conmer.}  This  commnnication  by  telephone  or  wireless  telegraphy, 
whatever  yon  might  call  it,  answers  the  same  par]>oee  as  the  combination  would, 
does  It  not?— A.  It  seems  to  be  a  wonderfol  invention;  it  beats  writing  on  a  piece 
of  paper  and  putting  a  signatare  to  it. 

Q.  In  what  way  does  it  beat  it?— A,  No  record  kept. 

Q.  In  other  words,  if  there  were  a  record  kept,  wonld  it  be  an  illegal  combina- 
tion, conspiracy,  or  something  of  that  kind?— A.  So  constmed  by  a  good  many 
lawyers  in  Congress,  yon  know. 

Q.  It  might  be  couspiracv  In  restraint  of  trade? — A.  It  might  be. 

Q.  Bnt  if  it  is  done  by  telephone  or  wireless  telegraphy  it  is  not?  That  is  the 
advantage,  I  sappose. 

(No  reply  by  the  witness. ) 

Q.  If  this  nniformlty  ot  action  did  not  take  place,  in  yonr  opinion  wonld  not 
the  price  of  coal  be  less?  In  other  words,  there  probably  ia  not  free  competition 
at  all  times  now.  is  there?    They  do  not  cnt  each  other's  throats  very  mucn  at  the 

8 resent  time?— A.  No;  they  are  not  catting  each  other's  throats.  It  is  a  good 
linK  they  are  not.  If  there  was  not  Bome  understanding  as  to  what  thie  coal 
should  sell  at.  the  consequence  wonld  be  ruin— ruin  to  the  State  of  Pennsylvania, 
to  the  principal  indnstry  of  the  State,  and  to  the  mining  and  shipping  of  anthra- 
citsoi»l.  The  railroads  would  go  into  bankroptcy,  once  more  in  the  hands  of 
receivers.  The  Reading  has  been  in  the  hands  of  the  receiver  several  times  within 
mv  knowledge,  simply  on  'account  of  that  free  and  open  market  that  people  are 
talkii^  about. 

Q.  You  do  not  believe  in  a  free  and  open  market? — A.  At  the  time  coal  sold  at 
$2,00  that  was  a  free  and  open  market.  We  had  a  combination  then,  but  the 
jarties  to  it  could  not  agree.  Some  fellow  was  Bhlpping  more  than  hia  tonnage. 
rhevBBid,  "All  right;  we  will  find  out  what  the  market  price  of  coal  is,'' and  they 
patlt  npstauctloa.  They  found  oat  what  the  price  was,  It  was  only  that  price 
for  half  an  hour.  As  I  said,  it  aft«rwards  Bold — the  same  coal — at  an  advance  of 
91  and  |1. 50.  and  the  market  price  of  coal  that  day  was  not  really  (2.00,  but  |3,50. 
Q.  I  will  have  to  ask  you  what  was  the  market  price  that  day? — A.  It  was  the 
average  price  obtained  for  the  whole  lot— nearer  tS.2r>  than  anything  else. 

Q.  Yoar  idea  is  that  the  fact  of  tbeae  coal  roads  going  into  the  hands  of  receiv- 
ers, as  many  of  them  did  a  few  years  ago,  was  caused  by  competition,  by  this  free 
and  unrestricted  competition  we  hear  so  inuoh  about,  and  that  this  competition 
ia  not  a  good  thing?— A.  Not  a  good  thing.  How  many  times  has  the  Reading 
'  been  ia  the  hands  of  a  receiver  in  the  last  ten  yeara? 

Profeeeor  Biflky.  I  snonld  say,  on  a  guese,  you  are  right  in  your  estimate  of  five 

B  that  condition  entirely  caused  by  the  low  j 
s  their  principal  tonnage— anthracite  coal. 

Q.  But  was  not  the  road  overcapitalized?— A.  It  has  not  paid  a  dividend  in  a 
great  many  years,  eo  it  won'd  not  be  from  paying  ont  dividends. 

Q.  The  road  might  be  overbonded  or  overstocked?- A.  As  long  as  it  doesn't  pay 
any  dividends,  why,  you  can't  say  it  is  due  to  that  cause.  If  they  had  been  pay- 
ing, aaaome  of  these  people  were  paying,  I:>  per  cent  dividends,  12  per  cent  aivi- 
denda.  long  years  after  they  ceased  to  e^rn  su;;h,  then  yon  might  say  that  it  was 
due  to  that  sort  of  thing  that  they  failed. 

Q.  (By  Ut,  Rifuy,  )  Are  there  not  a  number  of  these  roads  that  hold  territory 


parti 
They 


518  inSUBTBIAL  OOMJOSeiON; — teamspoetation. 

for  fntnxe  deralopmeut,  and  which  they  are  not  mining  at  the  present  time?— A. 
Not  a  namber  of  them. 

Q.  Not  a  nnmber  of  them?  For  inetance,  the  Reading  Railroad  in  the  Schny}- 
kill  region.  Is  it  mining  from  all  its  extent  of  territory? — A.  That  company  baa 
coal  for  100  years. 

Q.  When  wab  that  land  porcbased?— A.  In  the  Beventies,  I  think. 

Q.  And  it  has  been  nndevel(q>ed,  a  large  part  of  it,  since  that  time? 

(No  audible  reeponee  by  the  witness. ) 

Q.  What  has  paid  the  interest  charge  on  carrying  that  amomit  of  undeveloped 
property? 

(No  responae  bv  Vha  witness. ) 

Q.  Has  that  holding  been  an  Influence  in  putting  this  road  in  the  haads  of  a 
receiver— the  carrying  of  aach  a  large  amount  of  nndevelopod  land  with  a  debt 

on  which  It  has  to  pay  interest?— A.  Yon  ii :~  to  say  they  issue  bonds  to  pay  for 

that  property?  If  they  Issued  stock  they  would  not  have  to  pay  any  interest, 
would  they? 

J.  1  asked  yoQ  the  qnestion, — A.  I  am  asking  you  another. 
Did  they  Issue  any  security,  either  etocks  or  bonds,  for  the  paccbase  of  those 
lands? — A.  They  must  have  issued  bonds  for  it;  they  must  have  issued  some- 
thing  for  it. 

Q.  And  is  not  that  land  carried  at  the  expense,  to  some  degree,  of  the  present 
conenmer  of  coal?  In  other  words,  is  nut  the  present  consumer  of  coal  paj^ng  the 
carrylngchargeon  the  investment  for  the  ne:it  one  hundred  years?— A.  You  might 
say  yes  to  that  qneetion;  then  the  next  thing  to  be  answered  would  be,  How  muoh 
does  that  amonnt  to  per  ton?  or  else  it  is  not  a  fair  qnestion. 

Q.  Have  you  anv  means  of  judging?— A.  No,  I  bave  not;  bnt  I  should  think  it 
was  not  very  moch, 

Q.  Can  you  state  what  the  debt  of  the  Reading  Railroad  is  at  the  peeent  time, 
approximately? — A.  I  think  its  stocks  and  bonds  approximate  about  $I50,(K)0,000. 

Q.  And  can  yon  state  abont  what  proportion  of  the  total  ooal  t«rritory  of  the 
Reading  road  is  being  developed  and  worked  at  the  present  time? — A.  I  can  not; 
because  it  is  working  out  some  oClta  territory  every  day  and  every  year.  Under- 
fltand,  coal  does  not  grow;  we've  got  to  have  it  for  the  future.  Ten  years  beuoe 
Bome  people  up  In  the  northern  district  wont  have  a  pound  oF  coal;  then  you  will 
be  glad  the  Rwding  has  it 

Q.  Are  there  any  other  companies  carrying  undeveloped  coal  lands  at  the  exiiense 
of  present  earnings?- A.  To  a  very  small  degree.  The  Reading  has  by  far  the 
greatest  bulk. 

U.  When  was  that  purchase  of  land  made  as  a  whole? — A.  I  think  it  was  mode 
in  the  early  seventies,  under  Mr.  Qowan. 

Q.  Were  anyfurther  purchases  made  to  any  large  extent  under  the  management 
of  the  years  1S90  and  1803?— A.  Very  little  indeed;  very  little, 

Q.  Is  that  coal  in  the  eouthem  territory  as  accessible,  and  con  it  be  mined  as 
cheaply  as  coal  in  the  Wyoming  region?— A.  No. 

Q.  And  for  what  reason? —A.  The  coal  lies  deeper. 

<j.  Is  it  of  equal  quality?- A.  The  best  quality  of  coal  in  the  world  is  ri^t 
around  there  in  themiddleof  that  green  patch  [referring  to  map]. 

Q.  In  the  Schuylkill  region?— A.  Yea;  tnere 'shard,  bright  cow  down  there. 

Q.  And  why  was  tbe  development  of  individual  operatioa  so  much  less  marked 
thm  in  the  northern  territory?  You  say  tbe  coal  is  of  better  quality?— A.  The 
operators  came  in  afterwards,  after  this  lower  territory  bad  been  acquired. 

<^.  But  it  is  impossible  for  any  coal  lands  to  be  procured  in  that  southern  terri- 
tory at  tbe  preeeut  time;  tbeyareall  boughtup?— A.  Tbe  Reading  bought  out  the 
individual  operators  down  there. 

Q.  And  it  carries  those  lands  at  the  present  time  aa  an  asset?- A.  Yes;  I  think 
it  has  a  good  one.    I  would  like  to  have  it. 

Q.  1  agree  with  yon  perfectly.  The  qnestion  is  as  to  what  paya  tbe  interest  on 
the  debt  contracted  for  it?— A.  The  interest  cayt  per  ton  is  not  very  much  on  that. 

Q.  (By  Mr.  GONOEH.)  How  much  would  it  be,  a  few  cents  or  a  dollar?— A.  A 
few  cents. 

Q.  How  much  would  it  be  approximately? — A.  1  should  say  not  5  cents  a  ton. 

Q.  (By  Ur.  Kennrdy.)  Then  the  public  pays  that  charge,  on  each  ton  of  coal — 3 
cents?— A.  Yonmightsay  they  pay  that,  and  might  economize  in  some  other  way 
to  oSset  iL  You  can't  rnn  a  scheme  cheaper  than  the  Reading  is  mnning  Ite 
business. 

Q.  (By  Mr.  Riplby.)  Yon  say  the  debt  of  tbe  Reading  is  approximately 
JIBO.OOO,000?-A.  I  think  so- 

Q.  At  4  per  cent  tbe  interest  would  be  about  $11,000,000  a  year7'~A.  Yea, 
_  Q.  What  is  the  total  coal  output  of  the  Readiug.  approximately,  at  the  present 
time,  the  total  tounage  hauled?- A.  Do  they  carry  coal  altogether! 
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that  incliideB  a  lot  of  Btouk  that  does  not  payaor  dividends. 

Q.  I  was  Bimplytrjing  to  g^'t  &t  tfaerelutivB  burden.~A.  According  to  that  yoa 
have  50  cents  a  ton  on  hard  coal;  bnt  what  else  do  they  do?  They  carry  12,000,000 
paBsengere;  they  carry  80,000,000  general  freight;  they  carry  about  S.OOO.OOO  tons 
of  bituminous  coal;  so  you  can't  throw  all  that  expense  on  tbe  hard-coiil  businees. 

S.  [  By  Mr.  Ke.vnedv.  )  Yon  made  a  statement  a  while  ago  that  I  think  was  a 
e  bit  astoniahlng  to  most  people,  perhaps,  that  there  is  no  such  thing  as  com- 
petition between  soft  and  hard  coaly— A.  Ybb. 

Q.  Did  yon  read  an  article  in  the  New  York  Times  a  week  or  ten  days  ago,  by 
somebody  writing  under  the  nom  de  plume  of  "J,"  on  that  subject' — A.  I  said  in 
my  paper  that  he  was  a  "  jay''  in  more  ways  than  one. 

(J.  (tkmtinoing. )  I  wanted  to  ask  if  there  was  any  truth  in  the  statement  the 
writer  made  that  the  great  magnates  are  acquiring  an  interest  in  the  soft-coal 
roadB  so  as  tu  control  the  produ.;tion  of  anthracite  coalr— A.  Yes;  I  know  the  fel- 
low that  wrote  that  story.     It  is  one  of  those  things  the  air  blows  back  and  forth. 

O.  Would  yon  care  to  say  whether  yon  be'.icTe  thp  interests  of  the  pnblic  and  the 
coal  prodccers  will  be  suhserved  by  a  common ity- of- interost  arrangement  between 
the  different  coal  roads,  by  which  they  will  havo  an  understanding  as  to  what  the 

Eodnction  shall  be?^A.  I  think  the  interests  of  the  pablic  will  be  conserved  far 
tt«r  than  they  ever  were  before.     Put  that  on  record  to  the  fullest  degree.     We 
will  have  more  regularity,  better  and  more  even  conditions  than  we  have  had. 

O.   (By  Mr.  Conobr.)  Do  yon  think  the  public  wonld  havo  tu  pay  a  lower  or  a 
bigher  price  for  coal?— A.  I  have  covered  that.    I  said  it  wonld  be  no  higher. 
Q.  No  higher  than  at  present,  yon  said?- A.  The  present  is  not  a  high  price  for 

Q.  By  what  standard  do  yon  measnre  when  yon  say  that  the  present  is  not  a 
high  price  for  coal?  Would  not  the  pablic  be  better  oIT  if  it  could  buy  for  {^.26 
Instead  o(  ;f4.2,')f— A.  How  many  tons  of  coal  do  you  burn  a  year?  It  does  not 
amonnt  to  anything— all  those  things  have  come  np  from  time  to  time.  The  pres- 
ent is  not  a  high  price  for  coal  compared  with  the  price  of  5, 10, 15,  or  20  yean 
ago.  The  price  will  probably  be  reduced  after  the  1st  of  April  for  the  snmmsr 
tntde. 

Q.  Yon  think  the  present  price  of  coal  is  not  high  compared  with  its  cost? — A. 
I  do  think  so;  it  is  not  a  high  price. 

Q,  (By  Mr.  Kennedy.  )  I  would  like  to  ask  if  there  are  anthracite  dopoeits  to 
any  considerable  extent  in  other  parts  of  the  conn  try  than  Pennsylvania?— A.  No. 

Q.  Are  there  anthrai'ite  deposits  in  Colorado?— A,  Yes;  I  think  there  is  some 
coal  in  Colorado.    I  think  they  dng  ont  some  00,0()0  tons  last  year. 

Q.  Do  yon  think  the  area  is  very  small? — A.  It  is  very  small,  indeed. 

Q.  (By  Mr.  Biplby.)  Does  any  aothracitA  ooftl  go  to  the  Paciflc  coastf— A. 
From  here? 

Q.  By  water?— A.  Ocoaeionally  a  cargo.  Omaha  is  about  our  farthest  western 
point. 

Q.  (By  Mr.  C.  J.  Harris.)  Have  you  any  further  observation  or  tefittmony  that 
yon  wonld  like  to  give  ns  before  yon  go?— A.  No;  I  think  not.  I  thick  wo  have 
mn  along  on  this  subject  pretty  thoroughly.  We  have  n';t  followed  these  ques- 
tions, bat  still,  at  the  same  time,  we  have  given  the  essence  of  answers  that  might 
be  made  to  them,  although  not  in  cat«goricat  order.  The  anthracite  trade  is  an 
enormous  trade,  and  it  has  gone  through  a  great  many  hardships  since  the  time 
that  we  mined,  say,  10,000,(100  tons  of  coal  a  year.  Some  people  have  made  a  great 
deal  of  money;  there  have  been  a  great  many  otber  lortnnes  lost;  people  hung  on 
too  long.  The  best  man  to-day  in  the  traae  is  the  land  owner.  He  sits  by  tnd 
does  nothing,  and  geb  his  ^5  cents  a  ton  royalty.  That  is  very  largely  paid  in 
that  upper  district  there  where  yon  see  all  those  patches  [referring  to  map). 

»,  Is  l&bor  adeqnately  compensated  in  the  anthracite  region? — A.  I  think  so.  I 
edwith  men  above  gronna  and  under  groond  during  that  last  strike.  I  made 
itmybngineestobethereandtalk  with  them,  and  as  long  as  they  get  full  work  at 
good  prices  th^  are  satisfied. 

Q.  (By  Mr,  Kennedy.)  Have  they  full  work?— A.  That  is.  work  such  as  they 
are  gettuiK  to-day. 

QT  (By  Mr.  Ripley.)  They  don't  work  six  days  in  a  week,  tea  hours  a  day?— 
A.  They  tell  me  they  can't  work  six  days  in  a  week  and  stay  at  it  many  weeks  at 
a  time.  Coal  mining  is  hard  work;  they  don't  want  to  work  three  hundred  da^ 
in  ■  year.    They  oanH  do  it     Two  hundred  and  fifty  days  is  about  rig}it. 
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Q.  Do  they  yrotk  two  tanndred  and  fifty  da^7 — A.  The;  have  not  aTeraged  two 
hundred  and  fifty  days,  bat  they  probably  will  now. 

Q.  (By  Hr,  Kennedy.)  Have  not  two  hnndred  days  been  abont  the  average? — 
A.  Two  hundred,  two  hundred  and  t«n;  some  two  hundred  and  fonrteen;  some 
even  more  than  that  number;  others  less.  Some  of  them  ran  down  as  low  as  one 
bondred  and  eeventy-four,  I  think,  last  year,  and  others  ran  np  to  two  hundred 
and  forty-four. 

Q.  Do  yon  look  with  approval  on  the  work  done  by  the  United  Mine  Workers' 
in  that  region  vrithin  the  last  year?— A.  I  think  they  were  verv  largely  right,  very 
largely  right.  Mitchell  did  what  nobody  else  could  do,  that  all  of  theso  presidento 
never  were  able  to  do — bronght  about  absolute  cessation  of  work  in  order  to  restrict 
the  production.  All  the  joint  agreements  ever  made  nevor  bronght  abont  such  a 
resDit  Hs  be  brought  abont, 

Q.  HowdoeshiH  work  tend  to  restrict  prodaction? — A.  Didn't  he  order  the  men 
all  oat?    He  got  them  all  oat— 150,000. 

Q.  Do  yon  mean  to  say  that  the  railroad  presidenta  have  tried  to  do  that  in  the 
past  and  could  not  sacceed? — A.  They  tried  to  agree  among  themselves  that  they 
would  not  work  thia  w([ek  or  that,  and  there  was  generally  some  "  hocus  [Kuns" 
above  ground  or  below,  and  days  they  weie  suprosed  not  to  be  shipping  thev  were 
getting  coal  ready,  and  when  it  came  time  to  ship  they  shipped  ae  much  In  one 
day  am  ordinarily  in  two. 

Q.  Do  yon  believe  in  arbitration  in  dispntes  between  labor  and  capital?~A.  Yee; 
I  have  advocated  it  thoroughly  for  the  last  thirty  years. 

Q.  Do  you  think  when  the  interest  is  largely  public,  as  in  an  affair  of  that  kind, 
that  both  sides  should  be  compelled,  if  they  wOl  not  do  it  volnntarily,  to  arbitrate 
their  differences?— A.  Where  does  the  pnblic  come  in  in  that? 

Q.  Is  not  the  pnblic  a  great  sufferer  when  the  production  of  a  groat  article  like 
coal  1b  shut  off  and  the  prices  go  sliding  skyward? — A.  It  is. 

Q.  Has  it  not  a  great  interest  then? — A.  I  don't  think  the  pnblic  had  very  much 
interest  in  thia  last  strike.  I  think  the  people  to  fight  it  ont  are  the  people  most 
directly  concerned.    They  don't  want  to  oringin  a  third  party. 

S.  Is  not  the  third  party  the  entire  American  people  in  matters  of  that  kind? 
not  the  prices  go  up  35  cents  a  ton  on  the  people  as  a  result  ot  that  strike?— 
A.  The  price  went  up  25  cents  a  ton  as  a  result  of  the  strike.  That  means  that 
labor  is  the  cause  of  the  increasea  cost  to  the  American  public. 

"    "JyMr.  BiPi —  '  "-'  " ' '--  "^ 

-A.  Net. 
Q.  Net  or  nit?— A.  I  think  so.     [Laughter.] 

^    ,„_  ,.^  „■ ,  I ,j  i:^_  . .  _.,jj,  dpinion  as  to  whethw  both 

y  will  not  do  so  willingly? — A, 
Why,  I  don't  think  ^ou  conld  legislate  on  that  subject, 

o  take  the 
men  on  both  sides.  I  have  seen  them,  the  operator  on  this  side  oi  the  table  and 
the  men  on  that  side  of  the  table,  about  the  right  width  so  they  couldn't  hit 
each  other,  and  they  generally  stay  there  for  abont  three  good  sessions.  At  the 
first  meeting  they  may  almost  come  to  blows;  the  second  they  sober  down  a  bit; 
and  the  third  time  they  straighten  ft  out.  Mutual  concessions  are  made  on  both 
sides  of  the  table,  and  the  thing  is  done  and  carried  forward  and  made  good  for  a 
year  or  two.  They  had  a  session  at  Indianapolis  during  the  current  month;  there 
were  ijOO  people  present  there  representing  the  soft-coal  interests  of  the  country. 
The  dispute  is  all  settled  pleasantly  for  another  year. 

Q.  I  don't  know  but  that  I  gather  the  idea  from  what  you  said  that  the  railroad 
presidents  were  much  gratified  to  have  Mr,  Mitohell  bring  airout  that  shut  down?— 
A.  I  think  they  are  gratified  at  the  result. 

Q,  Did  they  have  any  gratification  during  the  strike  and  previous  to  the  strike 
over  the  proapeot? — A.  No,  they  did  not;  it  wae  the  contrary,  a  good  deal  of  bad 
feeling. 

3.  Conld  not  the  result  of  that  strike  have  been  advantageous  to  the  men  aa 
1?^A.  Yes,  it  has  been  of  great  advant^e  to  the  men;  tney  are  getting  more 
money,  and  they  are  getting  steady  work,  and  they  were  relieved  of  some  of  those 
conditions  that  existed  there  in  regard  to  the  powder  charge,  and  so  on. 

Q.  Are  practically  all  the anthraiite  miners  in  the  union  at  the  present  time? — 
A,  1  think  Mr.  Mitohell  claims  now  he  has  abont  BO  per  cent  of  the  actnal  workers 
in  it.  Tfaereareabontl40,000people  altogether.  Ofcourse  there  are  a  great  many 
boysthat  naturally  would  not  drift  in,  can't,  on  account  of  age:  so  if  yon  take  W 
per  cent  you  have  practic&lly  all  the  mine  workers  in  the  anthrooite  dlatricL 

(Testimony  dosed.) 
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Nkw  York  City,  February  IS,  JHOl, 
TESTIlfOVT  OF  MB.  JOHH  C.  HACSOCE, 

Itidependent  anthraeite-eoal  operator. 

The  special  eaboommlsBloti  met  at  10.50a.  m.,  Mr,  C.  J,  Harris  presidiaR,  At 
that  time  Mr.  John  C.  Haddock  was  sworn  as  a  witness  and  tastined  ae  f^lows; 

(j,  (Bv  Mr.  C.  J.  Harris.)  Mr.  Haddock,  will  yoa  give  us  yonr  fall  name  and 
your  addrese,  and  state  the  poaition  yon  occnpy/ — A.  My  name  is  John  C.  Bad- 
dock:  my  address  in  New  York  is  No.  1  Broadway,  and  I  am  the  preeidentof 
the  Plymonth  Coal  Company. 


since  18T8. 

Q.  We  wonld  like  for  yon  to  go  on  and  give  to  the  commission,  in  yonr  own 
way,  the  position  of  the  Independent  anthracit».coal  operators.  I  wonld  ask  yon, 
first,  abont  what  propori:  >n  of  theantbracite-coal  mining  is  done  by  the  independ- 
ent operator!:? — A.  It  is  a  very  difScalt  thing  to  determine  jnst  what  U  an  indft- 
peudent  operator.  I  make  (hat  answer,  not  with  any  desire  to  evade  yonr  question, 
but  in  order  that  we  may  troat  the  matter  accurately.  The  independent  operator — 
I  mean  by  that,  the  operator  who  mines  his  coal  and  sends  it  into  the  market,  seil- 
Ingthenoai  himself  or  having  the  coal  sold  for  him— represents  to-day  a  very 
small  percentage  of  the  anthracite  production.  I  think  the  majority  uf  the  inde- 
pendent operators  or  mining  companies  dispo-ie  of  their  coal  under  purchase  con- 
tracts to  the  various  railroads  tributary  lo  their  operations.  8o,  If  yon  wish  to 
know  how  mnch  coal  is  mined  by  all  the  Independent  mining  companies— I  mean 
companies  without  any  railroad  ownership— that  is  one  thing;  and  how  much  coal 
is  bemg  shipped  to  the  market  and  sold  by  the  independent  operators,  that  la  quite 
another  thmg.  , 

Q.  (By  Mr.  Conqkr.)  Suppoee  you  ^ve  as,  Mr.  Haddock,  those  two  different 
items.— A.  If  yon  will  defer  thoee  qnestions,  as  the^  are  questions  involving  facts 
and  flgnres,  I  think  it  will  be  poesible  to  get  that  mformation  for  yon.  Now,  It 
will  be  simply  a  gnese. 

Q.  If  yon  could  tell  us  now, approsimately,  yonr  testimony  conld  be  submitted 
to  yon;  and  then  if  you  desired  to  correct  or  submit  tho  exact  flKures  yon  conid 
do  that  later.^A.  Owing  to  the  recent  changes,  it  wonld  be  simply  a  wild  guess. 
If  yon  wonld  let  the  matter  rest  that  way,  1  think  it  would  be  much  more  satis- 
factory to  yon  and  more  aatistactory  t«  me. 

Q.  (By  Mr.  RirLEV.)  For  instance,  what  are  some  of  thoE^  recent  changes? — 
A.  Well,  about  two  years  ago  the  independent  operators  projected  a  new  railroad 
trom  the  Lackawanna  regions  to  tide  water. 

Q.  At  what  point? — A.  I  do  not  remember.  I  donht  very  much  whether  that 
waa  given  out— just  what  point.  But  they  felt  that  it  was  impossible  tn  get  rea- 
sonable rat«e  of  transportation,  and  that  there  was  enough  in  tlie  prices  asKed  for 
the  carriage  of  coal  to  justify  the  building  of  a  newroad,  and  they  secured  ii  charter 
and  made  a  rather  vigorous  attempt  for  the  road's  consl  rnction.  They  had  a  cer- 
tain amount  of  tonnage  pledged  u  it.  If  I  remember  aright,  it  was  known  as  the 
New  York,  Wyoming  and  Western  Railroad, 

Q.  (By  Mr.  Conoer.  ]  Was  that  road  ever  bnilt?- A,  No;  the  parties  who  had 
pledged  tonnage  to  the  support  of  it  sold  their  properties  to  what  is  known  as  the 
Temple  Iron  Company.  If  I  am  advised  correctly,  the  Temple  Iron  Company  is  a 
syndicate  that  has  been  made  np  of  the  various  railroad  com  panics- the  anthracite 
carriers— and  the  road  was  not  boilti  for  the  reason,  of  course,  that  this  tonnage 
had  bet^n  secured. 

Q.  (By  Mr.  Riplsy.)  Was  that  the  road  projected  along  the  line  of  the  Dela- 
ware and  Htidson  Canal? — A.  No;  that  wae  a  later  effort. 

Q.  Yon  will  speak  of  that  later? — A.  It  comes  in  this  connection.  When  this 
enterprise  that  I  have  spoken  of,  namely,  the  New  York,  Wyoming  and  Western, 
was  abandoned,  then  some  of  the  remaining  operators  saw  an  opportunity  of  con- 
Strncting  another  railroad  to  tide  water,  and  they  secnred  the  bed,  as  a  rightol 
way.  of  the  Delaware  and  Hudson  Canal,  and  that  enterprise  received  the  coop- 
eration of  one  of  our  strongest  companies,  tliat  is.  the  Pennsylvania  Coal  Com- 
pany, and  that  passed,  you  know,  by  a  recent  trade  here  into  the  hands  of  the 
Erie,  and,  of  coarse,  it  was  abandoned. 

Cj.  (ByMr.  C.  J.  Hakbis.)  What  was  the  object  of  these  operators  inangnrating 
new  roads?— A.  The  object  was  to  get  throngh  rates  (or  transportation,  or  to  get 
higher  prices  for  their  coal.    Many  of  as  looked  tipon  the  building  of  new  roada 
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aa  aa  oumomic  waste.  We  felt  that  it  woald  be  wiser  and  better,  io  the  long  run, 
for  the  trade  to  Insist  npoa  bavins  reasonable  rates  for  transportation. 

Q.  Were  the  rates  that  the  railroads  then  in  existence  were  charging  unrea- 
Boaable,  in  joar  mindy— A.  Certainly.  The  fact  that  they  were  was  the  reason 
and  the  jnstification  for  the  bnilding  or  projecting  of  these  new  roads. 

q.  (By  Mr.  HiPLEY.)  "-'  -"---     " ' "-'--  *-    ^ '"^   "- 

Sromfse  of  an  increase  o 
onbtedly. 

Q.  That  Increuae  is  contemplated,  jon  nnderstand? — A.  Undonbtediy. 

Q.  And  will  go  in  force  before  a  great  while? — A,  That  I  do  not  know.  Tbe 
presumption  is  that  this  higher  price  that  the  companies  agree  to  pay  for  the  coal 
will  be  initngnrated  rometime  in  the  near  future. 

Q.  (By  Mr.  Kenned-,.)  Could  yon  dispose  of  your  production  to  tbe  railroads 
at  60  |i<'i  cent  of  the  tide-water  nrice!' — A.  That  is  the  iirice  that  has  been  paid  for 
the  coal  generally,  over  since  ~>.vhat  is  known  as  the  McLeod  combination.  Mr. 
McLeod,  in  oMlcr  to  satisfy  the  mdiv-idnal  operator.:  'jrho  at  that  time  were  pro- 
testing very  vigorousl^'a^'ainst  the  rates  being  chargod  for  transportation,  made 
arra:'.gcriL':its,  or  rather  the  Beading  L'umpany  at  Uiat  time  maae  arrangementa 
to  buy  c(«t  of  tlie  individual  operators,  paying  therefor  GO  per  cent  of  the  tide- 
water pric" — that  i::,  on  prepared  sizes. 

Q.  Q>uld  yon  dispose  of  your  production  to  tliem  at  that  figure?— A.  I  presume 
that  I  could. 

Q.  Do  yoi:  ilnd  it  more  profitable  to  bring  your  coal  here  in  their  cars  and  dis- 
poae  of  it  /onrself? — A.  I  would  have  received  better  results  had  I  disposed  of  the 
coal  to  the  company. 

Cj.  ( By  Mr.  G.  J.  Harris.  )  When  I  asked  you  what  proportion  of  the  coal  Is 
mined  by  tbe  independent  operators  I  wanted  to  know,  in  a  general  way,  something 
of  what  the  force  of  the  Inilepeudent  operators  is— whethe:  it  in  10  or  30  per  cent 
at  tihe  present  time,  or  3  p. r  cent;  whether  it  is  of  considerable  magnitude  or  very 
email.     1  did  not  wr.nt  the  exact  peic„'ntage.     I  wish  you  would  state  to  tbe  com- 

micMou  now  about  the  amount  of  coal A.  (Interrupting.)    It  has  been  claimed 

thr.t  the  independent  operators  or  mlQing  companies  represent  abont  30  per  cent. 
But  thoee  fisures.  j  ou  understand,  are  fiobject  to  correction. 

Q.  Another  thing  [  want  to  bring  out  is  this,  Ai-e  the  independent  operators 
growing  fewer  and  fe-.Ter  each  year?— A.  Oh,  yes. 

J.  And  tht'  present  tendency  Is  for  the  coal  to  be  mined  by  the  coal  companiee 
iated  wItL  the  railroad  companies? — A.  Yes. 

Q.  And  that  bejomee  more  and  more  the  case  every  year? — A.  That  has  been 
the  recorf.  of  the  past, 

Q.  (By  Mr.  Conoer.)  Mr.  Haddock,  what  was  tbe  percentage  of  the  anthra- 
cite proanct  that  was  mined  by  independent  companies,  say  two  years  and  a  half 
ago,  Dofore  this  road  of  which  you  speak  was  projected?  Was  ft  larger  than  80 
per  cent?— A.  I  could  not  answer  that  question  offhand. 

Q.  (liy  Mr.  Ripley.)  Were  those  sales  whijh  have  been  going  on  of  Inde- 
pendent operators  to  thi'  railroads  entirety  voluntary,  so  far  ua  your  knowled^ 
oztends?  That  Is  to  say,  d^  the  operators  sell  out  willingly  to  the  railroads,  or  is 
Ibo  selling  a  matter  of  compulsion?- A.  Well.  I  gather  that  from  the  prices  some 
of  them  received  it  was  a  voluntary  disposition  on  their  part. 

Q.  It  wasraoreprodtable  to  sell  outto  the  cornpaniee  than  to  operate?- A.  Oh. 
certainly.  That  &.  I  unt  simply  now  venturing  that  opinion  on  the  information 
that  we  get. 

Q.  And  tiiat  would  still  n^main,  perha;>s,  if  an  increase  of  tbe  percentage  to  60 
were  put  in  force.  Wonld  not  that  be  an  inducement  to  the  individual  operator 
to  continue  independent?— A.  Yon  can  readily  see  that  at  some  of  the  prices  paid. 
If  the  properties  represented  a  very  large  amouiit  of  money,  the  big  pricee  were 
very  inflaential  with  many  of  tbe  operators,  making  them  secure  against  the 
hazards  of  mining  and  against  the  hazards  of  business. 

Q.  In  what  part  of  the  coal  fields  is  tbe  larger  proportion  of  the  independent 
operators  at  the  present  time?— A.  There  are  rather  more  of  the  independent  oper- 
ators in  the  nortnern  field  thun  in  tlie  Schuylkill  regions. 

Q.  Has  the  larger  proportion  of  absorption  of  these  independent  operators  taken 
place  in  the  northern  field  during  the  last  few  yearsy- A.  I  should  say  yes. 

Q.  Are  there  very  many  inde[ieudei>t  operators  still  remaining  in  the  Schuylkill 
field  outside  of  railroad  control?— A.  I  think  not. 

Q.  And  what  is  tbe  situation  in  the  middle  field- in  the  Lehigh  region?  That 
map  [referring  to  map  of  tbe  Yarions  coal  fields] .  If  it  is  correct,  would  tend  to 
indlcaM  that  ttiere  is  a  fairly  large  proportion  of  indepcndi'St  operators  in  that 
field?— A.  I  shonld  say  there  have  lieen  many  changes  in  the  Lehfgh  field, 

Q.  la  that  partly  beoaose.  perhaps,  the  Delaware,  Susquehanna  and  Schuylkill 
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roftd,  wblch  is  largely  a  mining  company,  operatoa  throngh  that  territory?  In 
otherwords,  can  yon  explain  the  difference  in  the  movement,  the  tendency  toward 
alworjition.  in  the  different  parts  of  the  coal  fields?— A.  Well,  so  far  m  Schaylkill 
County  is  concerned,  the  work  of  absorption  began  in  the  early  eeventiee  by  the 
PbiladetphU  and  Heading  Railroad,  and  that  CJinpany  wau  driven  to  it,  strange 
as  it  may  seem,  by  the  aciion  ol  its  competitors. 

Q.  {By  Mr.  CdSiiFB,)  What  action  on  the  part  of  competitors  do  yan  refer 
to?— A.  I  mean  at  that  time  Mr.  Gowan.  who  wae  president  of  the  company,  did 
not  believe  that  a  railroad  company  Ehunld  be  engaged  in  the  mining  of  coal;  bat 
his  competitorswerecomlng  down  into  his  territory  and  were  acquiring  coal  prop- 
erties. 

y.  (By  Mr.  Ripij:y.)  Do  yon  refer  to  the  Hew  Jereey  Central?— A.  No;  lam 
speaking  now  of  the  Philadelphia  and  Reading. 

Q.  I  mean  thecompetitorswhowerecomingin.- A.  Yes;  at  that  time  the  N 'W 
Jersey  Central,  the  D.,  L.  and  W.,  and  also  the  Lebigli  Valley  and  the  Penna/1- 
vania;  they  were  coming  down  into  that  field.  So,  to  save  tliat  tonnage  against 
all  possible  competition  Mr.  Qowao  and  hia  friends  boogbt  100,000  acres  of  coal 
Iand.>i,  and  that  was  transferred  to  the  Philadelphia  and  Reading  Coal  and  Iron 
Company,  which  was  thu  ancillary  company  of  the  Philadelphia  and  Reading. 
Tbat,  then,  was  the  basis  of  the  absorption  of  the  colliery  operations  down  in  the 
Schnylkill  region  at  that  time.  And  another  factor  tbat  contribnted  very  mnch 
to  this  consolidation  of  interests  was  the  distressing  labor  eitnation  at  that  time, 
growing  ont  of  the  Molly  McGuires. 

(j.  (By  Hr.  Coitr.P".)  In  jnst  what  way  did  the  labor  sltoation  have  its  infln- 
ence  on  this  con  soli  ilHtion  of  coal  lines?- A.  The  Molly  McGniree  were  so  th(»- 
onghly  organized  at  that  time,  and  they  carried  ont  tbeir  threats  so  effectively  and 
so  wickedly  that  it  wa-i  a  very  unpleasant  thing  for  a  man  to  become  identifiied  or 
to  continne  to  be  identifle  I  with  coal  mining  in  Schaylkill  Connty. 

Q.  And  for  that  reason  he  was  willing  to  i-ell  ont?— A.  He  was  (]iiit«  willing  to 
eell  ont.  It  was  this  nnfortnnate  inflnence,  very  nnfortnnate,  that  came  into  the 
situation  at  that  time. 

Q.  (By  Hr.  Ripley.)  Were  practically  all  the  purchases  of  coal  lands,  then, 
made  at  this  time,  along  in  the  seventies?— A.  No:  that  represented  the  gf^at  nnr- 
cbass,  really  in  the  early  seventies,  by  the  Philadelphia  and  Reading  RailToao. 

Q.  And  have  no  other  great  pnrchaaes  taken  place  by  that  company  since  then? 
Or  was  the  territory  practically  all  bonght  np?— A.  That  question  I  could  not 
answer  definitely.  There  have  been  acquisitions  of  coal  properties  by  the  com- 
panies, either  by  the  purchase  of  the  coal  or  by  securinR  control  of  the  prodnct  of 
the  collieries.  Sometimes  the  railroadcompanisswonld  makeadvtincesin  theway 
of  money  for  thedevelopment of  the  properties,  with  the  nnderstanding,  of  conrse, 
that  they  would  control  the  tonnage  therefrom, 

Q.  (By  Mr.  Kennedy.)  I  want  to  know  something  more  about  these  two  classes 
of  independents,  th«  independents  who  mine  and  Bell  tothereilroads  and  theinde' 
pendents  who  mine  and  ship  their  own  coal.  1  want  to  know  something  about  the 
conditions  now;  why  some  continue  in  the  business  of  eellinx  to  the  rauroads  and 
others  bring  their  own  coal  to  the  market.  I  do  not  know  whether  yon  made  it 
quits  clear  that  it  was  more  profitable  for  them  to  bring  it  to  the  market  and  sell 
it  or  not. —A.  I  think  I  made  it  clear  that  because  of  peculiar  conditions  which 
enter  into  our  business  it  would  have  been  more  profitable  had  we  disiiosed  of  our 
coal  to  the  company.  But  I  very  early  took  the  position  that  when  the  railroad 
company  was  buying  coal  at  60  per  cent  ot  tide- water  prices  it  was  thereby  getting 
a  rate  of  40  per  cent  of  tide- water  prices  less  selling  expenses,  and  it  took  a  long 
time  to  convince  our  railroad  friends  that  that  was  a  correct  theory. 

O.  (By  Mr.  Ripley,)  What  do yonmean  by  "40  percent  leaaselling  expenses?" 
Will  you  explain  a  little  more  f  nlly?— A,  What  I  mean  by  that  is  this:  When  arail- 
road  company  is  buying  at  flOper  cent,  then  of  course  there  is  only  40  per  cent  left, 
and  there  should  be  an  allowance  made  for  selling  expenses,  or  for  waste  and 
handling,  if  an  individual  operator,  who  is  selling  bis  coal  at  the  mines,  should  be 
placed  on  a  parity  with  the  operator  who  prefers  to  send  his  coal  to  tide. 

Q.  (By  Mr,  Kennedy.)  Your  operators  believe  it  is  raoreprofitableiosell  tothe 
railroad  companies  than  to  ship  it  or  sell  it  themselves'.'— A.  Yes,  nnder  those 
conditions. 

Q.  1  wonld  like  to  know  if  all  the  independent  producers  can  freely  get  cars 
along  the  different  iTnes  to  ship  coal  to  tide  water  if  they  so  desire,  and  if  it  is  more 

Srofltable  to  ship  in  that  way.  Do  yoo  get  cars  freely  on  the  line  yon  use?— A.  1 
o  now,  anu  have  for  some  years. 

Q.  (By  Mr.  Ripley,)  Yon  have  had  difficulty?— A.  Yes. 

Q.  (By  Mr.  Kekkedy.)  You  might  tell  abont  the  difficulty  yon  have  had  in  the 
paat,  and  state  the  condition  at  the  present  time.    I  want  to  ascertain  whether 
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git  cars  Irealy  they  wonid  doao  and  brine  the  coal  to  tidewater  tiiemselvee? — A. 
I  conrw,  it  Ix  much  more  profitable  forthem  to  sell  to  the  railroad  company  and 
obtain  00  per  cent  for  the  production  ratber  than  send  it  to  market  if  tliey  are 
oblieed  to  pay  a  50  per  cent  rate  of  transportation.    I  nee  those  fignree  illnatra- 

Q.  Will  yon  explain  the  difllcnlties  yon  have  had  in  the  past,  and  how  it  romett 
abont  that  yon  have  no  difficultiea  at  the  present  time?— A.  Home  yearw  ago  we 
were  very  mnch  disturbed  in  this  matter  of  getting  an  adeqnate  supply  of  cats. 
It  waa  of  great  concern  to  ns,  not  only  from  the  standpoint  of  onr  own  inveBtment. 
bnt  also  fr(jm  the  standpoint  of  onr  men.  If  I  remember  right,  it  was  the  winter 
of  1884  and  18-^5  we  were  allowed  to  mine  27  days  in  3  montha.  That  waa  abont  0 
days  a  month,  and  the  situation  became  nnbearable.  1  tried  very  hard,  indeed,  to 
get  a  better  supply  of  cars,  and  finallv  after  worrying  over  the  matter  for  about 
a  )-ear  or  year  and  u  halt.  I  had  to  serve  notice  on  the  railroad  company  that  if  it 
failed  to  supply  ns  with  an  adeanate  supply  of  cars,  it  would  lie  neceaesry  to  hold 
them  for  all  loss  and  damage.  Now  you  can  readily  nnderatand  that  an  independ- 
ent operator  diolikee  very  much  to  take  that  position  with  the  railway  company: 
but  we  had  to  take  it:  we  were  driven  to  it;  and  the  reanlt  was  that  after  that 
time  we  had  little  or  no  trouble  in  getting  onr  oars. 

y,  (ByMr.  CosftEH. )  Yon  eaid  you  were  "allowed"  to  mine  about  27  days  in  3 
monthe.  Do  yoti  mean  by  that  that  the  inadequate  anpply  of  cars  forced  yon  to 
restrict  your  production  to  these  :JTdaye.  orwereyonaparty  tosomeagreement? — 
A.  I  wae  a  party  to  no  agreement 

Q.  Who  "allowed"  yon,  then,  tooperateyourmlneBonly27 days? — A.  The  short 
working  time  simply  grew  out  of  inability  to  get  a  car  supply. 

Q.  It  wa»  lack  of  cars  that  brought  aliout  this  restriction  of  production? — A. 
Tee:  that  was  true  at  that  time:  but  that,  you  will  notice,  was  some  time  in  the 
past,  and  we  have  had  no  reason  to  complain  since  then. 

Q.  How  long  ago  waa  tliafi'— A.  That  waa  in  the  winterof  1884-e.'>, 

Q.  No  aerionadifBcnlty  since  then? — A.  We  have  had  no  aeriona  difficulty  ainoe 

Q.  (By  Mr,  Kennedy.)  Do  yon  know  of  others  having  snch  difficulty? — A.  I 
have  heard  nome  complainte,  bat  just  how  trns  Uiey  are  I  can  not  say.  Yon 
understand  that  the  operator  who  is  mining  and  shipping  his  own  coal  baa  am 
advantage  over  the  0)>erator  who  is  selling  his  coal  to  tne  company.  He  occupies 
spoaitionof  a^isolute  independence,  and  can  insiat  npoo  an  adeiinate  sopplyof 
oara.  Where  he  i.s  bonud  down  to  the  railroad  company  to  furnish  coal,  and  It  is 
stipulated  that  the  railroad  company  shall  determine  the  amount,  that  li  a  differ- 
ent proposition. 

Q.  Is  it  tme  that  your  claas  of  independents  is  suoh  a  small  factor  that  they  are 
not  worth  considering  by  the  railroads,  and  tbeycome  to  the  conclusion  it  makes 
no  difference  whether  you  have  cars  or  not?  Is  that  the  situntion  with  respect  to 
your  class  of  independents  getting  cars  freely  at  the  present  time?— A.  Well,  if 
ve  have  got  to  that  point  that  we  are  so  insignificant  that  we  are  going  to  be  well 
treated,  it  seems  to  me  it  is  a  very  desirable  position. 

Q.  (By  Mr.  O.  J.  Hakris.  )  Suppose  a  man— an  Independent  operator— makes  a 
contract  with  the  railroad  for  00  per  cent  of  the  tide-water  price,  is  he  limited  In 
hia  output  in  that  contract?— A.  Oh,  yes. 

Q.  They  give  him  a  certain  proportion— what  they  think  is  about  right — do 
they? — A.  Presumably,  yes. 

Q.  Do  they  cut  down  independent  operators  by  any  indirect  meansintheamount 
they  shall  ship  at  thepre^ent  time!'— A.  I  could  not  testify  aa  to  that. 

Q.  Are  yon  independent  operators  allowed,  in  yoar  schedule,  a  certain  pro  rata 
of  the  total  shipment.s.  or  oF  the  anthi  acite  ontpnt? — A.  Now,  are  yon  speaking 
of  the  operatoTM  who  are  selling  the  coal  to  tha  companies? 

Q.  I  am  s]>eaking  now  of  the  independent  operators  who  mine  and  sell  in  the 
open  market  in  competition  or  in  conjunction  with  the  railroads,- A.  Jnst  what 
might  be  the  treatment  of  other  Independent  operators  by  other  railroads  I  can 
not  tell.  1  can  only  jnve  you  the  eiperience  that  I  have  nad  with  the  company 
over  whose  road  I  am  Ehinping. 

Q.  Now,  aa  an  independent  operator,  what  do  you  say  in  regard  M  the  curtail- 
msntof  theoutpnt;  Isitagood  thing.or  ia  it  not?— A,  Before  1  answer  that qttea- 
tiou  1  would  like  to  make  aa  explanation  here  in  regard  to  the  anthracite  situation. 
The  use  of  anthracite  coal  in  prepared  sizes  is  now  almost  exclosiveiy  confined  to 
what  we  call  the  domestic  market.  Take  the  si/e^  known,  lea  instttuce,  as  broken 
egg.  stove,  and  chestnut:  their  saleia  dependent  largely  on  household  tiae.  Now, 
I  doubt  very  moch  if  during  the  somnier  moutba  over  19  or  SO  per  cent  of  these 
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prepared  sizes  are  aaed.  So  yoa  can  readily  see  that  it  is  very  necessary  that,  if 
yoa  CAD  not  find  amarketorBtorage  facilities  for  the  coal  mlneddnring  thesTiiiiiiier 
time,  that  there  should  be  arestriction  somewhere.  Aato  whrtherthereetrictionis 
tk  wise  one;  as  to  whether  the  reetriction  is  always  a  jnst  one;  whether  it  is  bear- 


T  question, 

ftiithracite  industry  that  is  to  be  considered  when  wa  approach  any  discnssion  of 
the  questiou  Some  of  ns,  in  all  these  matters  of  reetriotion  and  market  require- 
ments, prefer  to  have  a  vdce  in  them. 

(ij.  (By  Mr.  Kennedy.)  Do  you  have  a  Toice  in  them?— <A.  Well,  thus  far  we 
ha\e  bad,  but  it  has  been  at  qnite  a.  coat. 

,.    ,r...  x._  T. ,  rrTL_. !.__  L___  .i.gjj^jgj.^    jjovourorc'. 

>t  press  me  too  hard 

Q.  [By  Mr.  Kennedy.)  If  It  wouldbeltijnrions  toyouin  yonrbosineBStospeak 
abont  It,  of  course  we  would  not  want  you  to  do  so. — A.  1  wonld  not  want  to 
Incriminate  ai^lx>dy  else,  either. 

Q.  {By  Mr.  Riplby.)  We  shonld  be  very  glad  for  a  general  statement,  withont 
specification  of  names  in  any  case. — A.  From  what  1  have  said  alretMly,  you  can 
readily  nuderstand  that  in  cases  where  the  operator  has  insisted  ajmn  exercising 
his  right  to  mine  and  to  ship  coal  te  market,  where  he  has  demandei)  a  reasonable 
rate  and  equitable  rates  for  tTanaportatlon.thBt  bis  way  has  been  beset  with  some 
difQcoIties. 

Q,  (B;  Mr.  Kennedy.  )  I  would  like  to  ask,  if  the  fact  that  you  might  be  able 
to  Incriminate  somebody  else  baa  any  inflneuce  in  making  matters  easy  for  you  In 
the  shipments  of  yonr  production?— A.  I  would  not  wish  to  have  that  word  "in- 
criminnte"  unduly  emphaui zed. 

Q,  Yon  used  it  yourself.— A.  I  know  Idid:  on  this  matter,  take  tbe  cose  of  Coze 
Bros.  &  Co, ,  a  case  in  point:  They  had  complained  of  anreasonabl  rates  chareed 
by  the  Lehigh  Valley  Railroad  "Company;  they  made  a  complaint  arainst  tnat 
company  before  the  Interstate  Commerce  Commission.    If  I  rememEer  rightly, 

both  sides.  Mr.  Gowan  repri 

G.  Johnson,  the  Lehigh  Vs      ,  ... 

remember  rightly,  after  waiting  about  a  year  or  a  year  and  a  half  i  he  commission 

Eve  an  opinion  in  favor  of  Coie  Bros.  &  Co.  The  decree  was  opposed  by  the 
high  Vmley.  In  the  meantime  Coxe  Brothers  were  not  getting  the  relief  they 
expected,  and  they  built  about  40  miles  of  railway,  connecting  their  properties. 

Q.  (BvMr.BiFi^v.)  What  ia  thenameof  that  railroad?— A.  The  iJelaware and 
Schuylkill;  as  soon  as  they  had  become  the  owners  of  a  railway,  or  shortly  after- 
wards, they  received  benefite  from  that  fact  that  they  could  not  have  received 
otherwise,  and  did  not  receive  as  colliery  operaters.  Now  I  speak  of  that  circum- 
stance to  show  what  was  necessary  tu  be  done  by  a  firm  of  the  influence  and  impor- 
tanceof  Coxe  Bros.  &  Co.,  in  order  to  obtuin  a  reasonable  rate  for  transportation, 

Q.  (By  Mr.  Kennedy. )  You  said  yon  liked  to  have  a  voice  in  these  matters;  do 
yon  have  a  voice  in  fixing  the  price  of  coal  to  the  consumer?— A.  Yon  must  under- 
stand, so  far  as  I  am  concerned,  that  we  do  not  nsk  for  any  voice  In  the  manage- 
ment of  anybody  else's  business;  I  simply  insist  and  have  insisted  that  I  shall  have 
a  voice  in  ine  management  of  my  own  business.  My  point  has  been  that  we  are 
capable  of  mining  onr  own  coal,  and  that  we  are  capable  of  marketing  our  own 
coal,  and  I  simply  wiah  to  have  reasonable  rates  of  transportation,  and  will  relieve 
the  railroad  company  of  the  harden  of  finding  a  market  for  it. 

Q.  Do  yon  have  any  voice  in  fixing  the  price  of  coal  to  the  consnmer? — A.  Oh, 
yes. 

Q.  To  what  extent? — A.  I  mean  te  say,  as  far  as  we  are  concerned,  we  make  a 
price  on  onr  own  coal. 

Q,  You  make  a  price  on  vour  own  coal?— A.  Certainly, 

(j.  Does  it  differ  materially  from  the  price  fixed  by  the  railroad  companies?— A. 
Of  course,  the  tonnage  now  controlled  by  the  railroad  companies  is  a  very  imi>or- 
tent  factor,  and  the  price  they  make  will  influence  oar  prices- some  times  may  be 
higher,  some  times  may  be  lower;  but  it  is  a  factor  in  tne  market. 

f^.  Eto  yon  follow  their  prices?— A.  Soroetimee  I  think  we  might  lead  them. 
What  I  meanbytbatisthat  we  might  be  more  responsive,  morequickly  responsive 
to  certain  changes  in  the  market. 

Q.  (By  Mr.  RiPLEY.)  Yon  speak  of  leading  the  market.  Do  yon  mean  by  that 
perhaps  setting  a  lower  price  when  conditions  would  seem  to  warrant  it?— A.  O, 
yes.  So  far  as  we  are  concerned  on  the  limited  tonnage  that  we  mine  there 
might  be  some  reason  why  we  might  wish  to  move  a  few  thousand  tons  of  coal, 
and  we  might  possibly  make  a  coucession. 
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Q,  Wotild  not  BQch  a  coarse  bare  the  effect  of  iacreasing  ver;  largely,  perma- 

nentiy,  the  capacity  of  your  iiiice?  Tbe  point  I  wish  to  bring  ODt  fs  tbis:  What 
makSB  the  price  of  cool'i'  Is  It  the  man  that  fixee  the  lowest  price?  That  is,  do  all 
ultimately  come  down  to  the  level  of  the  man  who  seta  the  low  price  or  are  the 
larce  proanceTS  able  to  set  a  price  that  is  fairly  high,  arbitrarily,  if  jon  please, 
and  do  the  others  come  up  to  that  level? — A,  There  are  ho  many  things  that  would 
enter  into  that  qneetlon  that  it  wonld  be  almost  imiiossible  to  answer  it  jnst  as 
yoQ  pnt  it.  For  instance,  dependent,  as  we  are  iHrgely,  upon  tide-water  market 
for  OUT  coal,  we  might  fei^l  that  under  certain  conditiuns  it  might  be  wise  for  m 
to  make  a  ooncessiou  on  the  price  of.  aay,  S,OUO  tons  of  coal.  The  railroad  oom- 
pany.  with  its  Western  eounecttous  and  other  facilities,  would  not  feel  it  neces- 
sary to  meet  that  price.  They  would  say  it  might  be  better  for  this  accumulation 
of  5,000  tons  OT  10,000  tons  to  be  out  of  the  way  than  for  them  to  undertake  to 
meet  the  tirice  on  our  large  pruductiou. 

Q.  Suppose,  however,  that  one  of  the  railroads  shoald  thas  attempt  to  set  a 
price  a  little  below  the  Qgnre.  affecting  a  oonaiderahle  amount  of  tonnage,  what 
wonld  happen? — A.  What  has  happened  In  the  past  when  that  has  been  done? 
There  have  been  agreements  among  gentlemen,  yon  know,  to  prevent  an7thing  of 
tjiat  kind. 

Q.  There  have  1  een?— A.  Oh.  yea. 

Q.  Bat  they  are  of  the  past?— A.  They  are  of  the  past;  yes. 

Q.  How  about  the  present?— A.  Now  it  is ''community  of  fntereet,"  yon  know. 

Q.  Will  you  explain  what  you  mean  )iy  the  phrase  "commuDity  of  interest?" — 
A.  I  only  repent  as  we  read  it  in  the  public  press.  It  covers  the  condition 
represented  In  the  diiTerent  railroads  in  which  stockholders  having  an  interest  in 
one  company  and  similar  interests  in  other  companies  have  harmonized  by  an 
interchange  of  stock. 

Q.  Does  that  definition  apply,  to  your  knowledge,  to  most  of  the  railroads  entar- 
ing  the  anthracite  territory? — A,  I  would  not  say  that  it  appliw  to  all  ot  them, 
from  the  knowledge  that  I  have.  I  would  say  that  probably  to  GO  or  70  per  cent 
of  tbem. 

Q.  And  will  you  specify  any  roads  which,  tt'  yonr  knowledge  or  in  your  belief, 
are  not  subject  to  such  an  agreement?  Witnesses  before  the  commission  have 
testified  that  they  were  not  entirely  subject  to  BUi:h  agreement.  I  will  not  press 
the  qui'StTon.— A.  I  would  willingly  answer  if  I  had  any  positive  knowledge  on 
that  point,  but  it  wonld  seem  to  me  that  the  ownership,  this  interownership,  need 
not  extend  to  all  the  railroads,  the  anthracite  carriers,  in  order  that  dominating 
influences  should  have  control. 

S.  It  must  cover  a  fair  proportioa,  however,  must  it  not?— A.  Yes,  certainly; 
oee— it  does, 

3.  Have  yon  any  Information  as  to  the  proportion,  spproximately.  which  is  con- 
led  by  "the  community  of  inten st? ''— A.  I  think  about  flO  per  cent. 

Q.  On  what  grounds  do  yon  base  this  opinion?— A.  It  is  so  given  oat  in  the 
public  press. 

Q.  That  Is  the  sotiroe  of  your  iuf<M'mation? — A.  And  it  Is  not  denied,  1  believe, 
by  the  parties- the  bankers  who  have  made  the  necessary  arrangements. 

Q.  (By  Mr.  C.J.  Harris.)  I  suppose  the  printed  reports  of  these  compauiea 
would  snow  these  facts?— A.  Those  are  facts  rery  easily  ascertained  now. 

(j.  |Br  Mr.  Cuncier.)  You  testified  that  you  had  been  engaged  in  the  coal- 
mining busineas  about  twenty-two  years,  if  1  remember  correctly?— A.  Yes. 

Q.  Have  yon  all  of  that  time  marketed  yonr  own  coal,  or  have  you  at  the  same 
time  daring  that  period  sold  to  the  railroads?— A,  We  have  sold  occeslonally  some 
of  oar  coal  to  the  railruad  companies. 

Q.  Have  you  ever  sold  your  prodnction  under  contract? — A.  No;  we  have  not 

Q.  Have  you  ever  had  negotiation  with  a  road  to  take  your  coal  under  the  flO 
per  cent  basis?— A.  Yes.  What  I  mean  by  that  is  that  the  railroad  company  were 
quite  willing  to  take  our  coal  on  thnt  basis. 

Q.  First,  I  win  ask  if  at  the  present  time  yon  are  marketing  yonr  own  coal  at 
tidewater,  or  wherever  yon  marltet?— A.  Yes. 

Q,  In  other  words,  yoti  aie  aallir.g  it  youreelf?  Now,  are  yon  in  any  way 
reatricted  In  the  production  at  the  mine?— A,  No. 

Q.  Yon  produce  as  much  as  you  see  fit?— A.  We  fought  that  battle  out. 

Q.  When  you  at  one  lime  had  a  contract  nnder  con ai deration,  was  it  proposed 
In  that  contract  to  restrict  yonr  production?- A.  It  never  got  as  far  as  that;  1 
mean  when  the  suggestion  was  made  in  regard  to  the  contract. 

Q.  Welt,  do  you  know  whether,  if  yon  had  made  that  contract  to  sell  yonr  pro- 
dnction to  the  railroad,  if  that  would  have  been  the  condition  of  it;  or.  in  other 
words,  is  it  a  condition?— A.  That  is  what  I  would  have  espected,  ud  one  of  the 
reasons  why  I  wonld  not  enter  into  such  a  contract. 
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3.  It  is  voQT  trndM^tandinK  tbat  all  of  thflM  contracte  between  the  railroads 
t)i«  mine  operators  contain  a  proviBlon  thut  practicallj'  restricts  the  prodnction 
and  BSToea  npon  the  amoniity— A.  1  aaantne  that  to  be  true. 

Q.  Do  yon  Know  how  that  prodnction  ie  fiied?  la  it  judged  by  tbe  production 
of  past  years,  or  in  some  each  way?— A.  It  has  been  determined  Bomewbat  by  the 
ascATtained  capacity  of  the  collieriee,  and  that  has  been  determined  somewhat  by 
the  prodnction  of  previooa  years.  Of  coarse  when  yon  come  to  a  new  operation 
where  yoa  are  developing,  then  it  is  a  matter  tliat  has  got  to  be  considered,  and  it 
is  In  order  to  find  what  the  capacity  of  the  new  colliery  might  be. 

<j.  Bnt  these  different  operators  prodnce  about  tbe  same  percentage  of  the  total 
output  of  the  year,  each  one  prodncea  aboat  the  same  percentage  of  the  total  pro- 
dnction each  year,  do  they  not?  There  is  cotTerymnch  change?  In  other  words, 
if  the  Philadelphia  and  Reading  produi-ed  last  year  21  per  cent,  it  probably  was 
practically  21  per  cent  in  18119?  It  that  a  fact?— A.  I  do  not  know  how  it  has  been 
lor  tbe  last  few  years.  Of  coarse  these  are  figures  ttaut  can  be  easily  verified.  I 
presume  yoa  have  a  memorandum  ahowingwhattheproduction  is  of  these  various 
operators,  haveyou  not/ 

Mr.  RiPLSY.  We  should  be  very  glad  to  have  it  left. 

The  WrrsKSS.  These  simply  represent  the  fignres  of  the  production,  bat  there 
have  been  some  changes.  Take  the  Philadelphia  and  Reading,  which  is  now  stand- 
ing for  about  30. 7U  per  cent.  There  was  a  time  when  the  Reading  a  good  many 
years  ago.  mined  almost  one-third  of  the  entire  anthracite  production;  but,  grow- 
mg  out  of  tbe  aggretieivenees  of  the  competitors  and  her  embarrassed  condition, 
and  changes  coming  over  the  whole  anthracite  aituation,  she  is  now  down  to  20.70 
per  cent, 

Q.  Baa  there  not  been  an  intimation  in  the  trade  that  the  Reading  wonM  be 
glad  to  have  a  larger  proportion  than  they  have  at  the  present  timef — A.  It  would 
be  very  btiman.  yon  Know,  to  want  to  occupy  that  position. 

Q.  Has  not  acontenlion  tothat  effect  beennotlceable  attimes? — A.  Atone  time 
the  trade  wbb  upset  very  much  indeed;  I  tbiuh  almost  a  year;  at  least  six  months, 
by  a  contention  as  to  whether  that  line  should  receive  an  e.'ttra  1  per  cent  or  not, 

Q,  (By  Mr.  C.  J.  Harkis.)  Are  not  all  companieatrying  to  get  a  higher  propor- 
tion, not  only  the  Reading,  but  others?— A.  Well,  that  of  coarse  has  been  one  of 
tbe  causes  of  friction  twtween  tbe  companies  in  bygone  years — the  matter  of 
adjusting  tbe  percentage  as  to  bow  much  they  should  receive,  and  tbat  was  one 
of  ihe  most  serions  problems  that  came  before  them.  Then  of  course  after  that, 
after  they  bad  decided  upon  their  percentage,  then  adju.siments  bad  to  be  made 
with  individnsl  operators.  Some  of  the  roads  had  more  of  the  individual  opera- 
tors than  others.  Take,  for  instance,  tbe  Lehigh  Valley  as  a  case  in  point— the 
large  percentage  of  theahipmeiitsof  that  road  camefrom  the  individual  operators. 

Q.  (By  Mr.  RiP/<Ry.)  Is  that  true  at  the  preaent  time  of  the  Lebigb.  tbat  a  large 
proportion  still  comes  from  the  independent  operators?- A,  I  tbinli  it  Ie. 

Q.  (By  Mr.  Conger.)  Have  the  roads  in  the  past  undertaken  to  distiibnte  the 
peroentageof  the  totalontput  among  the  collieries  each  on  its  own  line?— A.  That 
IB  a  matter  that  sometimes  has  been  determined  arbitrarily  by  the  proper  officer 
in  charge. 

Q.  Officer  of  the  railroad?— A.  Officer  of  the  railroad  comsBuy. 

Q.  Are  they  undertaking  to  do  it  by  withholding  cars,  and  was  that  method  in 
use  formerly?- A,  Yes. 

Q.  Is  that  procft-is  quite  effective? — A.  Yes. 

Q,  In  regard  to  the  price  of  coal,  how  ia  that  fixed  at  the  present  time?  By 
agreement  or  by  market  conditions?— A.  I  think  there  is  very  little  agreement  at 
the  present  time  ,-ia  to  tbe  prices.  I  think  tbat  the  market  ia  taking  care  of  irnelf, 
and  the  cause  of  that  is  the  strike  or  was  tbe  strike. 

Q.  Explain  how  the  strike  is  re^nl.'iting  tbe  market  at  tbe  present  time. — A. 
That  strike,  yon  know,  was  a  restriction,  out  it  was  not  an  effectual  restriction. 

O.  (By  Mr.  Bipi.ey.)  Of  the  output? -A.  OC  the  production.  The  railroad 
companies  prior  to  that  time  bad  undertaken  to  restrict,  in  order  to  mainta,in 

EriLBs  and  high  rates  of  transportation,  and  the  miners  thought  that  what  would 
9  good  policy  for  the  railroad  companies  might  be  a  gwid  policy  for  them,  and 
they  did  restrict.  There  was  a  restriction  there  tbat  la.ste(l  lor  about  six  weeks, 
and  the  result  was  that  tbe  coal  on  hand  passed  into  tbe  hunils  of  tbe  consumer, 
and  ever  since  then  the  buainess  has  been  a  very  active  one  and  the  prices  have 
been  maintained. 

Q.  (By  Mr.  CoNOBR.)  Tbe  results  of  that  strike  then  were  beneficial  to  the  rail- 
Toaos? — A.  It  is  a  radical  view,  and  I  will  not  be  snpptirted  by  others,  but  as  I 
look  over  it  I  think  it  was. 

Q.  Waeit  betteUcial  totheoperators? — A.  I  think  that  they  have  been  receiving 
■ome  benefit. 
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Q.  Did  the  mineto  receive  any  benefit— tti«  workmen?— A.  Yea;  they  received 
a  benefit;  they  received  a  higher  rate  of  wages.  It  was  unfortunate  that  there 
should  have  be^'ii  a  strike. 

(4.  (By  .Mr,  C.  J.  Habris.)  Did  the  retailers  reap  a  very  large  benefit,  more 
th«i  their  proportion  of  that  strike,  or  don't  yon  knowF^A.  I  do  not  aee  how 
they  could  have  received  any  more  than  their  proportion. 

Q.  I  understand  that  where  they  raised  the  price  f  1 ,  the  retailers  raised  it  $3  or 
^?— A.  There  wan  another  side  to  that  phase  of  it.  There  were  a  t;ood  many 
tetaiiers  here  in  New  York  City  who  were  obligated  to  farnish  coal  at  lower 
pric««,  and  they  had  to  stand  by  that  obligation.  They  bad  to  stand  by  their 
contracts. 

Q.  (By  Mr.  Riflbt.)  And  made  the  other  man  pay  the  difference? — A.  Some 
of  it;  but  in  many  cases  I  think  they  did  not  receive  any  advance  at  all. 

S,  Were  not  those  obligations  mude  subject  to  strikes? — A.  Some  of  them  were 
others  wire  not. 

Q.  <By  Hr.  Kennedy.)  Yon  said  the  miners  received  the  benefit,  the  railroads 
received  the  benefit,  end  the  operatoiB  received  the  benefit,  and  then  yon  said  tbe 
strike  was  an  unfortunate  occurrence.  Why  was  it  unfortunate?— A.  I  think  it 
was  nnfortanate  to  have  to  resort  to  a  strike  to  get  proper  results. 

Q.  (By  Mr.  C.  J.  Hauri^.)  Yon  mean  all  these  people  received  a  benefit,  of 
course.  What  was  the  result  to  the  consumers  of  coal?  Was  it  a  benefit  to 
them? — A.  Thpy  have  been  obliged  to  pay  a  higher  price. 

Q.  {By  Mr.  Kevmbdv.)  Is  it  probable  that  this  strike  having  proved  a  benefit 
to  these  three  parties  outflide  of  the  public,  strikes  will  be  like]y  to  be  recognized 
as  liable  to  produce  benefits  in  the  same  way  year  by  year  in  different  pursuits  in 
thefuture? — A.  Of  course  I  can't  tell  what  the  future  is  i;olng  to  be  in  regard  to 
the  anthracite  situation.  When  I  speak  of  tbe  immediate  benefits  that  came  from 
the  Rtrike  and  lienefits  being  reaped  by  various  classes  at  the  present  time  there  is 
also  another  side  to  it. 

Q.  Let  us  have  that.— A.  Strikes  majv  work  injury:  That  is.  when  the  price  of 
anthracite  coal  becomes  too  high  tben  itmeets  competition,  for,  after  all,  anthra- 
cite is  just  simply  fnel,  and  It  must  meet  all  other  ktuds  of  fuel  in  the  market, 
and  when  the  price  gets  too  high  then  Its  use  becomes  restricted. 

Q.  (By  Mr.  RtPLKY.)  Have  you  any  means  of  judging  when  it  gets  too  high? — 
A.  Tbe  fact  is  shown  In  the  demand.  Those  forces  worti  slowly,  bnt  tliey  are 
working  very  effectively.  We  have  felt  the  infinence  of  them.  Take  develop- 
ment of  the  gas  range.  Here  in  New  York  (IHty  tbe  demand  for  coal  in  tne 
summer  time  formerly  was  for  anthracite.  Now  the  use  of  gas  is  such  that  it 
interferesverymuch  indeed  with  th»  marketing  of  certain  kinds  of  anthrocitecoaL 

Q.  (By  Mr.  Kennedy.)  Wewereinformedyesterdaythatthere  is  nosuch  thing 
as  competition  between  bituminous  and  anthracite  coal.  What  do  you  say  about 
that? — A.  Was  that  opinion  given  by  an  expert? 

.Q,  I  should  think  the  gentleman  was  an  expert  who  gave  It,— A,  Let  me  say 
just  here  on  that  point  that  probably  30  per  cent  of  onr  production  at  the  present 
timeisrepresentcdin  what  we  call  the  small  sizes.  They  might  be  called  by-prod- 
nctsi  in  fact,  I  speak  now  of  pea  coal  or  buckwheat.  No,  1  or  No,  2  bnckwbeat. 
Now  those  sizes  are  strictly  competitive  with  bituminoa'*  coal.  All  those  sizes 
represent  from  35  to  30  per  cent  of  the  entire  anthracite  output. 

Q.  (By  Mr.  RiFLBY.)  Are  some  of  these  being  obtained  from  old  culm  heaps  at 
the  present  time?— ^A.  Yes. 

Q.  And  were  not  those  cnlm  piles  deducted  as  waste  from  the  wages  of  laborers 
SO  years  ago?— A.  Oh.  certainly:  there  was  not  then  a  thonght  of  any  market  for 
what  was  going  into  the  culm  pile. 

Q,  In  otherwords.tbecompanies  are  selling  at  a  profit  to-day  the  product  which 
they  deducted  from  the  wagt^s  of  the  employees  3<l  years  ago  by  reason  of  the 
change  of  market  conditions? — A.  By  reasoD  of  the  Change  of  market  conditions. 

Q.  But  they  are  makmga  substantia!  pro&t?^A.>  But  there  is  no<(uestion  there 
was  a  waste  to  the  operator,  too.  The  waste  did  not  entirety  fall  upon  the  miner. 
because  that  coal  weut  on  the  culm  bank.  That  was  a  waste  he  had  to  stand, 
and  the  waste  at  that  time  was  very  great. 

Q.  Were  the  oiieratives  not  paid  by  the  aranunt  that  they  turned  out? — A.  They 
were  paid  according  to  various  methods  and  rules.    I  think  they  have  been  paid 

Q.  Was  not  this  w!»te  dedncted  from  the  carload  before  they  were  paid?  Waa 
not  that  the  system  of  deducting  the  waste,  before  a  carload  was  made  up?— A. 
Now  you  are  asking  me  qusations  antedating  my  birth,  and  you  know  it  is  very 
hard  for  a  man  to  answer  such  questions. 

J-i-  (By  Mr.  C.  J.  Harris.)  I  suppose  these  culm  piles  require  a  certain  amoont 
of  work  now  to  prepare  them  for  market?- A.   Yes, 
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Q.  Which  wonld  be  a  oonsidccable  expense  per  ton?— A.  More  or  less  ezpenee  is 
inTiilved  in  it.  .My  own  experience  in  regard  to  the  culm  pile  ie  this:  We  believe 
and  tor  a  long  time  pust  have  telt  it  was  a  good  deal  better  to  take  a  large  part  o/ 
thepiteand  send  ft  down  into  the  mi  nee.  oeinK  that  waete  product,  which  was  waste 
prodni  t  at  ibat  time,  in  sustaining  pillars  waere  we  can  do  that  to  advantage. 

Q.  Woald  yon  lie  nble  to  estimate  what  the  probable  anthracite  supply  of  the 
Pennsylvaiiia  district  is:  that  ia,  how  many  years  it  would  last  at  the  present  rate 
of  conBUmption?— A,  That  baa  all  been  done. 

CJ,  We  have  had  Tariona  eati mates. ~A.  I  think  the  moot  reliable  eetimate  that 
has  been  made  was  by  an  engineer,  Mr.  GiifQths,  who  five  or  six  vears  ago  made 
a  statement  regarding  the  remaining  tonnage  in  the  anthracite  fields. 

(j.  I  am  trying  to  |;et  at  an  estimate  of  the  probable  supply  of  anthracite  coal  in 
the  Pennsylvania  diatrict,  whether  it  will  lost  for  sixty  years  or  one  hundred 
years,  or  for  what  time;  have  yon  any  idea?— A.  That  wonld  be  a  very  difficult 
question  for  me  to  answer.  I  conld  not  answer,  because  we  oan't  tell  very  well 
jnst  what  the  rate  of  production  is  going  to  be. 

Q.  (By  Mr.  Oonokh.)  anmmer  prices  are  lower  than  winter  prices,  are  they 
not?    Is  not  there  usually  a  rise  for  the  winter  trade? —A.  Prices  are  usually  low» 

O.  Then  in  the  fall,  about  October,  they  ore  increased7~-A.  As  soon  as  the  fall 
and  winter  demand  nets  in. 

Q.  That  increase  nsaally  takee  place  on  a  fixed  day,  ioee  it  not?  Does  it  not  take 
place  simultaneously?— A.  In  bygone  years  there  was  an  attempt  made  to  have  a 
simaltaneous  advance,  but  the  rule  was  verv  seldom  if  ever  effective. 

Q.  Did  that  ri)>e  take  place  dimnltaneonsly  last  fall?.— A.  Last  fall  we  had  an 
abnormal  condition. 

Q.  How  was  it  a  year  ago  laat  fall,  do  yon  remember?— A.  A  year  ago  last  fall, 
as  1  remember.  I  think  there  was  very  little  change  in  the  market.  I  am  aimply 
speaking  now  from  memory,  but  I  could  givo  fignrea  from  our  books. 

Q.  Is  it  not  a  fact  that  when  a  rise  in  the  price  of  co^  takee  place  the  Increase 
in  the  price  is  usually  made  by  all  the  dealers  at  the  same  time? — A.  I  think  that 
has  been  the  record  m  the  past.  I  think  there  has  been  an  understanding  among 
the  companies,  I  am  not  takr-n  into  their  conSdence,  hut  I  think  there  has  been 
an  undergtandlng  in  regard  to  prices. 

Q.  Yon  have  not  been  a  party  to  any  such  arrangement?— A.  No. 

Q.  What  would  be  your  attitude  or  action  in  case  of  a  rise  in  the  market? 
Woald  you  follow  with  your  pricB?- A.  Yes:  for  the  reason  that  we  have  to  fol- 
low sometimes  the  result  of  tnise  very  comhiaattons,  resulting  from  agfeements. 
The  friction  engendered  becomes  sometimes  a  very  potent  influence  in  the  market, 
affecting  the  price  of  coal.    Itts  very  necessary  for  na  then  tomeet  that  condition. 

Q.  It  is  you  opinion,  then,  as  I  gather  it,  that  the  price  of  coal  is  changed  at 
timee  by  agreement  among  producers,  to  which  you  are  not  a  party?— A.  What 
Is  the  agreement  for  if  it  ia  not  for  that? 

Q.  Well.  I  am  trying  to  get  at  the  facts  of  the  agreement. — A.  I  think  that  is  a 
fair  inference;  at  least,  we  are  governed  by  that  in  the  management  of  our  bnsi- 

^.  Tou  are  governed  by  your  inference  that  there  ia  such  an  agreement  among 
others?- A.  Certainly. 

Q.  And  you  practically  have  to  make  your  price  to  meet  the  market  price? — A. 
We  are  not  obliged  to  do  so,  but  we  look  npoD  that  simply  as  the  chief  factor  in 
the  whole  situation. 

Q.  Well,  1  did  not  mean  you  are  obliged  to  change  because  of  any  agreement, 
but  becaase  of  market  conditions;  in  oi]}er  to  do  hnsineos,  yon  have  to  meet 
market  prices. 

Q.  (ByHr.  C.  .T.  Harris.)  What  is  the  limit  to  which  the  price  of  coal  could 
be  put  provided  the  production  was  all  in  the  hands  of  parties  who  were  working 
in  cooperation  with  one  another?— A.  That  Is  a  very  difficult  question  to  answer, 
I  can  readily  see  bow  it  might  be  possible  to  put  a  price  on  anthracite  that  might 
be  eitravagiintly  high;  but  the  moment  that  is  done  then  we  encourage  the 
greater  nse  of  bituminous  coal,  and  while  it  would  take  some  time  to  bring  down 
the^xorbitant  price,  nevertheless  the  reduction  would  be  bound  to  follow.  Yon 
take  to^ay  the  development  of  the  bituminous  intereets;  you  take  to-day  a  far- 
ther installation  of  snch  plant.i  as  those  which  have  been  eatabllshed  in  Boston, 
by-product  plants,  known  as  the  Whitney,  the  New  England  Gas  Company;  tak- 
ing the  coal  from  Nova  Scotia,  making  coke  from  the  prepared  sizes;  furnishing 
light,  heat,  and  power;  let  there  foe  an  inBtallation  of  many  of  those  plants  along 
the  sea  coast  or  elsewhere,  and  just  as  soon  as  you  get  anthracite  co^  moon 
higher,  or  even  at  the  present  prices,  you  are  inviting  that  competition. 
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5.  (By  Mr,  C.  J.  HARBI9.)  About  the  top?— A.  ItWnkso.  I  think  it  wonM  be 
ver^  unwise  indeed  to  have  them  any  higher,  and  if  I  have  a  proper  estimate  of  the 
ability  of  the  men  who  are  to-day  in  charge  of  this  whole  anthracite  combination, 
or  whatever  it  may  be,  they  certainly  wonld  not  jeopardize  the  future  of  the 
trade  by  Insisting  npon  extravagant  prices,  because  that  very  condition  that  I 
have  pomted  out,  that  possible  competition,  Is  inevitable, 

Q.  Is  it  yonr  opinion  that  the  interests  of  the  prodncers  of  anthracite  coal  woold 
be  promoted  by  a  lowering  of  the  preaent  prices  of  coal  to  the  conanmer? — A.  I 
apprehend  from  what  I  gather  that  it  is  the  intention  to  reduce  prices  later  on.  If 
that  is  the  fact,  then  it  seems  to  me  that  the  judgment  that  1  have  paeaed  upon 
the  situation  is  a  correct  one. 

Q.  Do  you  refei  to  tbis  as  a  permanent  and  general  reduction  or  to  a  redaction 
for  the  summer  season  only?— A.  A  rednotiou  for  the  snmmer  season;  and  the  rea- 
son of  rednction  in  the  summer  season  is  that  dealers,  especially  dealers  in  New 
England  who  have  storage  facilitieB,  might  be  justified  in  taking  on  their  ooal  at 
that  time  rather  than  wait  until  the  fall  and  winter  months  come,  when  there  ia  a 
very  active  market. 

Q,  I  rather  gather  from  what  yon  say  that  it  a  ^reneral  rednotlon  shoold  be 
made,  so  that  prices  for  neit  winter  wonld  not  be  quite  so  high  as  they  have  been 
this  winter,  that  Bach  action  wonld  not  be  a  detriment  to  the  interests  of  the 
anthracite  producers,— A.  No;  certainly  not;  certainly  not.  The  price  of  anthra- 
cite, as  of  any  commodity,  has  very  little  bearing  npon  the  consumption.  And 
then,  again,  it  seems  to  me  that  a  very  important  factor  will  come  from  what  the 
ceneralconditionof  tbecoontry  may  be.  If  eTerybodyie  prosperons.if  everybody 
is  making  money,  tbe  matter  of  paying  a  little  more  for  anthracite,  or  a  little  leas, 
does  not  enter  very  mneh  into  the  calculation. 

Q,  BitnminooB  coal  is  hauled  to  tide  water  at  a  lees  price  per  ton  than  anthra- 
cite, is  it  not?— A.  Oh,  yea. 

Q.  Do  you  know  any  reason  why  the  railroads  could  not  haul  the  anthracite 
coal  jnet  as  cheaply  as  the  other  if  they  had  a  mind  to  do  so7— A,  It  would  be  nec- 
essary for  the  railroad  men  to  famish  the  reason. 

Q.  Snppoee  they  should  adopt  that  policy  and  reduce  rates  on  anthracite  coal 
one-half,  and  theoenefitof  that  reduction  in  the  freight  rates  should  ^  to  the 
consumer,  would, such  action,  in  your  opinion,  increase  the  consumption,  and 
wonld  it  in  that  wav  not  be  in  the  interest  of  the  producers  of  anthracite  coal? — A. 
That  is  b^xithetical  entirely,  The  situation  changes  so  very  much  that  were  there 
to  be  a  redaction  in  rates  of  transportation  it  would  inui'e  only  in  very  few 
instances  to  the  benefit  of  the  independent  mining  company.  It  you  were  to  ask 
the  question,  probably  in  another  form,  that  if  a  reduction  in  the  price  of  coal  of 
50  cents  a  ton  or  $1  a  ton  woald  increase  the  consumption,  I  might  answer  it  by 
saying  that  it  would.  Asking  the  other  (luestioa  whether  it  woald  be  wise  to 
make  that  reduction  under  present  conditions,  it  seems  to  me  that  you  raise  a 
debatable  issue. 

Q.  Debatable  from  the  standpoint  of  the  producer  or  of  the  consumer?— A. 
WmI,  either  from  the  standpoint  of  the  producer  or  the  consumer.  Now,  it  la  not 
wise,  I  presume,  for  the  consumer  to  Insist  npon  these  enterprises  being  run  at  a 
loss  or  that  a  railroad  compai  y  should  be  run  at  a  loss,  or  that  mining  companies 
should  be  ran  at  a  loss,  but  growing  out  of  very  peculiar  conditions  that  have 
developed  in  the  anthracite  region,  growing  ont  of  me  facte  that  these  companies 
In  bygone  years  received  certain  ri^ta  and  certain  privilegee,  you  may  say  it  is 
all  wrong;  but  there  is  a  condition  that  can  not  be  changed,  and  if  yon  were  to 
insist  now  upon  what  yon  might  think  wonld  be  the  proper  and  correct  thing  and 
theory,  it  might  work  great  damage  and  great  loss. 

Q.  The  idea  of  all  combinations  ought  to  be  ultimately  a  lower  price  to  the  con- 
enmer:  is  this,  in  yoor  opinion,  the  tendency  of  combinations  in  the  anthracite 
coal  trade?~A.  That  has  not  been  the  record  in  the  past,  but,  growing  out  of  the 
fact  that  there  had  been  combinations,  the  breaking  of  them,  breaking  of  agree- 
ments, resulted  in  great  advantage  to  the  consnmer.  The  benefit  was  In  the 
breaking  in  prices  as  a  result  of  what  haa  been  developed. 

Q.  {By  Mr.  Kennedy.)  Yon  spoke  about  the  Whitney  plant  in  Boston  having 
the  effect  of  keeping  down  the  prices  of  anthracite  coal,  and  also  of  keeping  them 
from  going  an^  higner? — A.  I  spoke  of  that  as  a  posHible  conipetiter, 

<X  AsapoBBiblecompetitoi?  I  suppose  yon  thooghtaleoof  the  possibility  and 
probabilltvot  thecommnnit^of  interest  people  reaching  out  and  getting  control 
of  such  plants,  and  also  of  the  Nova  Scotia  supply,  if  necessary,  to  aid  them  in 
their  work?— A.  Yes;  I  have  thought  of  all  that,  and  then,  going  still  further,  I 
have  thought  probably  there  might  be  some  hill  passed  compelling  people  to  bny 
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coal  at  extravagant  prices,  and-  all  thu  in  order  that  these  eaterprisee  shonld  be 
anpported.    That  would  be  the  logical  outcome, 

Q.  (By  Mr.  Ripley.)  Have  you  any  knowledge  as  to  the  way  in  which  BOft- 
coal  prices  arn  made?  Are  they  on  pnrely  comtietltive  basis,  or  is  there  a  aub- 
Htantial  agreement  between,  we  will  say,  the  bo  called  aoft-coal  roads? — A,  Well, 
the  Boft-coal  roads  have  bad  their  troubles  letsting,  I  think,  for  abont  three  years. 

Q.  Those  troubles  are  over,  in  a  measare?<-~A.  And  last  year  there  came  in  an 
application  of  the  community  of  interest  idea,  which  seems  to  be  ao  neceasary  now 
for  salvation — redemptiun  here;  for  salvation  hereafter — and  there  was  an  agree- 
ment, as  I  understand  it,  in  regard  to  prices  on  that  coal. 

O.  Can  you  apecify  any  of  Uie  roads  concemedi"  Do  you  refer  to  the  Norfolk 
and  Western?— A.  I  am  not  familiar  enaagh  with  that  eitnation  to  teetifj' in  regard 
to  it,  but  alt  those  agreements  relv  npon  the  very  prosperous  condition  of  the 
conntry.  Let  the  demand  cease  or  let  there  be  an  interrnptjon  of  bnsiness,  and 
those  agreements  will  diaappear  oa  all  aKreements  have  done  in  the  p^t. 

Q.  (By  Mr.  Kennedv.  )  Mr.  Harris  asked  you  if  the  ultimate  object  of  the  com- 
bination  should  be  the  reduction  of  the  price  to  consumers.  You  replied  that 
they  had  received  benefits  from  thoae  comblnationa  in  the  paat  because  their 
agreements  were  broken  and  they  went  to  pieces,  and  so  forth.  Now,  ia  it  your 
opinion,  if  tlie  combinations  are  perfected  so  that  they  will  not  break,  bnt  will 
continae  in  eiiateni  e,  that  the  public  will  not  receive  benefits  aa  a  result  of  th« 
combination?— A.  That  depends  on  how  the  power  is  used,  because,  as  I  under- 
stand it,  the  essence  of  thia  whole  question  of  bnainesa  cooperation  ia  that  it  is  a 
matter  of  power,  and  depends  entirely  on  bow  that  power  is  used.  It  seems  to 
me  if  power  is  used  wisely  by  the  men  who  are  in  charge  of  the  antliracite  situa- 
tion, and  there  onght  to  be  an  attempt  on  their  part  to  ao  handle  it,  that  there 
might  be  an  increase  of  tonnage  rather  than  a  decrease.  It  will  not  encounter 
the  hostility  and  the  enmity  of  the  public.  That  waa  one  of  the  prime  factors  in 
the  disaster  that  overtook  the  McLeod  combination. 

Q.  Do  you  believe  that  If  the  community  of  interest  plan  Koee  on  to  the  extent 
of  controlling  the  railroads,  the  anthracite  and  soft  coal  fields,  and  the  iron  and 
steel  manufactures  that  these  gentlemen  who  control  them  will  be  wii-e  and  not 
so  burden  the  people  that  panics  and  financial  crisea  will  reenlt? — A,  I  can  not 
give  any  assurance  or  guaranty  as  V)  their  behavior.  I  am  only  pointing  ont 
what  would  be  the  wise  thing  to  do, 

Q.  (By  Mr.  C.  J.  Harris.)  What  is  going  to  become  of  the  independent  oper- 
KbatB,  toe  small  operators,  in  these  gigantic  operationa?— A^  What  has  become  of 
them? 

(j.  (By  Mr.  Kennedy.)  Suppose  they  would  come  to  yon  and  offer  yon  a  fair 
price  for  your  property  and  there  waa  an  nnderstanding  tnatyon'd  better  accept  it 
or  yon  would  loae  money?— A.  We  have  passed  through  that  temptation. 

Q.  (By  Hr.  Conger.)  And  still  exiat?- A.  Yea;  we  atill  exist,  and  I  preeimieit 
is  a  wonder  among  onr  friends  that  we  do. 

Q.  (By  Mr. C.  J. Harrib,)  Dolnnderstand  yontoaay  that  theindependent  coal 
operatorsareratheron  the  decreaseinnnmbersthanotheiwiae?— A.  Yee;  theten- 
dency  is  that  way.  I  think  that  the  feeling  on  the  part  of  the  owners  and  man- 
agers of  these  great  combinations  is  that  so  long  aa  the  independent  operator 
exists,  the  freight  rat«  la  open  to  attack. 

Q.  (By  Mr.  Ripley.)  You  have  aald  that  there  is  an  indication  that  the  per- 
centage rate  will  be  raised  to  65;  ie  there  not  an  understanding  that  in  that  event 
the  contract  will  be  for  a  number  of  years?— A.  So  far  as  these  contracts  are 
concerned  that  Mre  now  offered,  tbey  are  to  cover  the  entire  amount  of  coal  to  be 
produced  from  a  property. 

Q.  And  to  run  now  many  years?— A.  For  the  life  of  the  property. 

Q.  That  means  then  that  the  independent  operator  in  signing  a  contract  at  65 
per  cent,  practically,  ceases  to  exist,  does  it  not?— A.  Yes;  ne  aiinplyis  an  oper- 
ator; ha  mines  his  coal  and  sella  it  to  the  railroad  company. 

Q.  But  he  no  longer  has  any  power  to  fix  the  price  of  coal  or  regulate  it  in  any 
way?— A.  That  has  been  his  condition  for  some  years  past,  yon  know. 

Q.  Bnt  this  will  assure  it  if  these  contracts  are  signed?— A.  Certainly, 

Q.  And  a  number  of  operators  have  already  a.'«sehted  to  such  agreements?- A. 
That  I  do  not  know;  there  is  some  question:  the  railroad  companies,  as  I  nnder- 
stand  it,  wish  to  have  a  large  majority  of  the  operators  sign  before  this  arrange- 
ment shall  be  effective. 

Q.  For  the  life  of  the  property?— A.  For  the  life  of  the  property.    Now  let  me 

say  just  here  that  while  as  I  said  " -■■--'  --- 

05  per  c«nt,  tbey  have  not  yet  n 
85  per  cent. 

Q.  That  is,  tbey  wish  to  have  an  additional  commission  for  the  sale,  eto.?— 
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GoiDg  on  our  theory  and  the  principle  we  have  been  Inaiating  on  for  a  great  man; 

G»rs,it  is  oar  contention  that  the  railroad  companies  bn;  the  cool  forSS  percent, 
aving  as  the  Teeulting  rat«  for  transportation  ;<-5  per  c«nt  to  tidewater,  leas  what- 
ever the  expense  of  the  commisaion.  which  would  probably  bring  it  down  to  about 
30  per  cent.  Now  I  say  that  while  the  railroad  companica  are  apparently  willing 
to  bay  the  coal  for  U.'i  per  cent,  they  fauve  not  got  to  that  point  where  they  are 
willing  to  say  to  an  abuolately  independent  operator,  We  will  transport  yotur 
coal  for  ^5  per  cent. 

Q,  (By  Mr.  C.  J.  Harris.)  It  ought  to  be  abont  80  per  cent?-'A.  It  onght  to  be 
about  80  per  cent  to  be  on  a  parity. 

Q,  (By  Mr.  Riflby.)  Suppose  we  set  aside  from  the  total  ontpnt  that  which 
is  directly  mined  from  the  ancillary  companies;  then  we  take  all  independent 
operators  who  sell  to  the  railroads  at  (ts  per  cent,  agreeing  to  sell  on  that  basis 
until  all  the  coal  In  the  ground  is  out:  how  many  firms  will  be  left  free  to  do  aa 
they  please?  What  proportion  of  the  ontput  do  those  thus  left  produce?— A. 
Very  small  percentage. 

Q.  Lees  than  0  per  cent? — A.  I  presume  it  mi(^t  probably  stand  between  5  and 
10  per  cent. 

Q.  Id  other  words,  if  theee  contracts  now  under  consideration  are  signed,  less 
than  0  per  cent  of  the  total  ontpnt  will  be  free  of  railroad  control?— A.  Well,  it 
might  be  5;  I  would  poesihly  be  a  little  safer  to  say  between  5  and  10. 

Q.  Then,  it  the  roada  agree  among  themselves,  that  insures  a  perfect  control  of 
the  prices  so  long  as  that  agreement  amoDR  the  railroade  exists?— A.  And  that  is 


Q,  When  yon  make  statements  including  the  roads,  do  you  inclnde  the  Penn- 
sylvania Eailroad?  What  has  been  ite  attitude  In  the  past?- A.  Years  ago  it  car- 
ried all  the  anthracite  coal  that  was  offered.  In  fact,  all  the  collieries  working 
along  that  line  of  rood  worked  practically  full  time.  But  that  is  going  back,  1 
should  say.  ten  or  filteen  years  ago. 

Q.  In  other  words,  at  that  time  there  was  no  restriction  imposed  as  to  the  out- 
put?—A.  Not  so  far  as  the  Pennsylvania  Railroad  is  concemeo. 

O.  So  far  as  the  Pennsylvania  Railroad  Is  concerned? — A.  That  was  a  very  dis- 
turbing factor, 

Q.  Has  that  policy  changed  to  your  knowledge  at  the  presoit  time?— A.  I  think 
it  has. 

y.  Is  the  Pennsylvania  Railroad  substantially  in  the  agreement?— A.  Now  you 
ate  asking  me  questions  that  it  would  be  impossible  for  me  to  answer.  You  can 
verify  all  this  by  getting  the  reports  of  the  mine  inspectors  of  the  Pennsylvania 
district,  and  yon  can  see  tiiere  how  much  time  has  been  worked  by  the  collieriea 
along  these  various  roada. 

Q.  (By  Mr.  Kennedy.)  I  want  to  ask  yon  wheth  r,  if  10  per  cent  of  the  coal  if 
sold  at  less  than  the  price  fixed  by  those  who  control  W  per  cent,  would  &s  the 
market  price?  We  were  eo  informed  yesterday.  We  were  told  that  even  5  per 
centbeingfreeandindependentwonldhxthemarketprlceofcoal. — A.  Whatl  Dol 
understand  that  6  per  cent  taken  out  of  a  total  of  45,000,OIX)  tons,  that  5  per  cent, 
namely,  S,3r)0,000  tons,  would  fii  the  price? 

Q,  Yee:  Iwanttoaskwhether  in  your  opinion  that  ia  trueornot?  Suppoaeyoa 
controlledSper  cent  of  that, W,000. 000  tons,  and  yon  chosetofix  a  price  lower  than 
the  65  per  cent  controlled  by  the  railroad  coal  roads,  would  yon  fix  the  market 
priceand  bringthemdown toyonrfignre? — A.  Carryingthatmoughtont,tomake 
the  matter  very  plain,  tet  us  euppuee  that  the  anthracite  consumed  in  New  York 
City  is.  Bay,  8,000,000  tons  a  year,  and,  if  I  could  enpply  200,000  tons  of  It,  I  could 
make  the  price  on  the  remaining. 

Mr.  CoHUER:  That  is  the  theory  eiponnded  to  ns  yesterday,  and  we  want  your 
opinion  on  it.— A.  How  did  it  commend  itself  to  you? 

Q.  (By  Mr. C.J. Harris.)  We  understand  from  you  that  it  would  be  an  ahenrd 
proposition,  from  your  experience?- A.  I  should  say  so;  yes. 

tj.  (By  Mt.  Kennedy.)  I  was  informed  yesterday  evening  that  a  gentleman 
named  Luther,  in  the  coal  trade— I  preenme  yon  know  him — —A.  The  general 
mauager  of  the  Philadelphia  and  Reading  Company? 

(j.  I  do  not  know  what  position  he  holds— A.  There  is  a  gentleman  with  them 
by  that  name— the  general  manager. 

Q.  That  he  recently  disposed  oi  an  option  to  a  gentleman  in  New  York  on  large 
tracts  of  anthracite  coal  in  Vir^nia,  and  this  gentleman  said  there  was  100,(NJ0 
acres  there  of  anthracite  coal,    I  would  like  to  know  whether  the  people  in  theooal 
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ttade  knowitnythinK  of  the  existence  of  such  depoeita  in  Vlrgitiia  or  not?— A.  They 
would  like  to  know  of  them.  No:  I  do  not  know  of  any  aathracite  coal  anywhere 
alae  except  in  the  State  or  Pennaylvania.  They  have  down  in  Viri^nia  a  very 
remarkable  formation  of  natoral  coke,  bnt  it  is  not  anthracite  coal.  We  made  an 
Inrestigatlon  theresome  years  a|;o.  We  were  Bare  there  was  some  anthracite  coal, 
and  we  had  sa  inreedgatioD  made. 

Q.  How  many  miners  do  yon  employ?— A.  When  mnnintf  at  full  capacity,  we 
empli^  from  1,000  to  I.IOU  men. 

Q.  Do  yon  work  yoor  miners  about  the  same  nnmber  of  days  in  ft  year  that  tfae 
miners  in  the  collieries  of  the  railroad  companies  are  worked?— ^A.  The  railroads 
complain  that  we  have  been  working  more  oaya, 

Q.  We  have  heard  the  complaint  that  the  independent  miners  are  working  a 
lees  number  of  days  by  far?— A.  That  has  not  been  onr  experience,  so  farasweare 
concerned,  alniply  becanae  I  insiated  npon  onr  right  to  mine. 

EO.  Your  miners  were  engaged  iQ  the  strike? — A.  Yes. 
Q.  Do  yon  think  their  demands  of  laat  fall  were  onjoat? — A.  No,  sir. 
Q.  Do  yon  believe  in  arbitratioh?— A.  Absolntely. 
Q.  Do  yon  beliere  that  if  onealdeor  theotiier  inastrlkeof  that  kind,  where  the 
Dlic  ia  largely  concenied,  becomes  stifTnecked  and  holdaont,  and  great  Injury  is 
ble  toresnlt  to  th«  public,  there  shonld  be  some  fords  to  settle  the  differences?— 
A.  Under  those  oondittona  arbitration  ahonld  be  compulsory,  where  the  intermta 
are  so  (treat  and  the  damage  that  can  be  done  ia  so  great— I  mean  the  damage  to 
thepablic. 

(j.  Yon  believe  then  that  the  pnblic  ia  a  very  large  party  to  a  oontroveray  of  thla 
kind  and  tht^  its  Interests  ehooid  be  considered?— A.  I  do  not  know  how  we  conid 
get  along  withont  the  pnbli 

Q.  (^  Mr.  J.  C.  Harris 
don't  want  to  work?— A.  I ; .    .  _  ._     

Q.  Woold  yon  imprison  them? — A.  Or,  pnt  the  question  the  other  way,  pnt  the 
operators  in  prison? 

Q.  Then  how  are  yon  going  to  have  compulsory  arbitration  without  imprison- 
ment?— A.  Would  it  not  be  poaaible  for  these  tradea  unions  to  be  incorporated? 
Wouldn't  it  be  possible  to  make  coutracta  with  them  in  regard  to  men.  the  aame, 
as  I  understand,  ia  being  done  in  other  conn  tries?  Would  not  that  be  one  effective 
way,  the  only  reasonable  way,  of  reachiug  the  situation? 

Q.  Is  Gompnlaory  arhitratioo  practicable  according  to  our  present  laws  and  con- 
ditiona.  in  yunr  experience? — A.  1  have  not  had  any  experience  in  regard  to  it; 
but  it  seems  to  me,  following  out  the  suggestion  there,  that  where  we  have  a  dead- 
lock which  involves  so  much  in  the  matter  of  loss  and  damage  and  inconvenience 
to  the  community,  some  means  should  be  devised  whereby  it  could  be  settled. 

Q,  (By  Mr.  Kennedy.)  Has  yoor  experience  been  that  the  employees  are  the 
ones  generally  that  come  forwar.l  with  apropoaition  to  arbitrate,  and  that  the  other 
side  hold  out  as  arnle':"— A.  In  the  anthjacite  strike,  aa  you  well  remember,  the 
hesitation  was  very  largely  on  the  [tart  of  the  employers;  there  was  a  wiUingneas 
on  the  part  of  the  employees  ti>  arbitrate. 

Q.  (f  yon  still  see  aditScoltjinthewayof  what  ia  called  compulsory  arbitration, 
do  yon  believe  that  the  interests  of  the  public  are  so  overwhelming  and  overshad- 
owmg  all  othera  that  the  Government  snonld  provide  some  way  against  losses  to 
Uiepablicon  acconnt  of  great  coatroveraiee  of  this  kind? — A.  Just  how  far  the 
Oovemment  conld  go  in  a  matter  of  that  hind,  of  course  it  is  not  for  me  to  say, 
and  I  would  not  hazard  any  opinion;  bnt  looking  at  the  question  from  the  atana- 
pointof  the  employer  on  one  aide  and  the  employee  on  tne  other,  and  the  grave 
isBuee  that  might  be  involved,  there  should  be  some  way  devised  by  which  differ- 
ences can  be  adjusted.  One  reason  why  the  companies  hesitate,  aa  T  nnderatand, 
about  making  contracts  with  the  miners,  la  they  say  that  the  miners  are  utterly 
and  absolutely  irresponsible.    If  there  was  an  incorporation 

Q.  (By  Mr.  C.  J.  Harris.)  Do  the  minera  not  object  to  incorporation  as  trades 
unions?- A.  I  don't  know,  I  am  anre,  as  to  that. 

Q.  Yon  never  knew  one  to  be  incorporated,  did  you? — A.  It  is  done  on  the  other 
side,  is  it  not? 

Q.  I  mean  in  this  countrr-— A.  That  I  don't  know. 

Q.  Have  yon  anything  to  volunteer  further?— A.  No;  I  have  not. 

Q,  (By  Mr,  Riplky.)  Can  yon  state  anything  respecting  the  proportion  of  the 
undeveloped  or  uDworked  coal  lands  in  the  anthracite  territory  at  this  time?— A. 
No;  I  am  not  competent  to  pass  npon  that  question  without  making  a  more  care- 
ful study  of  the  situation. 

Q.  Is  it  not  a  common  opinion  that  a  large  proportion  of  the  aontiiein  Add  is 
M  yet  undeveloped?— A.  You  mean  by  that  term  tne  Schuylkill  region?  , 
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Q.  The  sonthem  ragione.— A.  Yes;  and  it  was  that  lack  of  development  that 
broaght  the  troubles  to  the  Reading. 

Q,  In  what  way?— A,  That  a  hundred  thousand  acrea  of  coal  property  inToIved 
a  debt,  carrying  a  very  heavy  intereet  occonnt. 

Q.  Do«fl  that  debt  still  remain^— A.  That  I  do  not  know.    I  preenme  it  doee. 

Q.  The  Philadelphia  and  Beading,  in  its  reports,  shows  a  very  large  debt,  does 
it  not?— A,  Yea. 

Q.  Ib  not  the  cost  o(  carrying  that  debt  inclnded  In  the  expenses  of  the  com- 
pany?— A.  I  prasnme  so. 

Q.  Does  not,  tben,  the  cost  of  carrying  this  andeveloped  land  for  the  next  50 
years  come  on  the  price  to  the  present  couenmer  In  a  degree?— A.  There  will  be 
an  effort,  I  presame.  to  get  it  out  of  the  consumer.  They  have  not  been  very 
snccessFnl  np  to  the  present  time,  I  will  admit 

Q.  Has  the  reorganization  cut  down  the  debt? — A.  I  conid  notanswertbatqaea- 
tion.    Yon  will  have  to  depend  upon  the  company's  reports  for  that  information. 

S,  (ByMr.  CoNOKR.)  Would  that  item  of  interest  on  the  investment  covering 
eveloped  coal  land  be  much  of  on  item  in  the  price  of  coal? — A.  Very  large. 
If  I  remember  correctly  the  Reading  company  invested  abont  $50,000,000  in  coal 
irox>erty,  and  if  I  also  carry  the  fact  correctly  the  interest  at  that  time  upon  Uie 
lebt  that  was  created  was  7  per  cent  whloh  represented  in  interest  an  annual 
cbarge  of  $3.liOU,000. 

Q.  (By  Mr.  J.  C.  Harris.)  For  carrying  coal  property? — A.  For  the  carrying  of 
coal  property. 

Q,  <By  Mr.  Riplsy.  )  Does  not  that  debt  remain  substantially  as  it  did  at  that 
time?  That  is  to  say,  has  the  reorganization  ever  cut  down  that  debt?— A.  I  pre- 
sume not. 

Q.  (By  it 
Undonbtedl,.  ,„    .    „  . 

case  that  charge  becomes  a  very  important  lactor. 

Q.  How  many  million  tons  doea  the  Reading  produce  in  a  year?— A.  They  pro- 
duced last  year  9,BS8,000  tons;  but  when  that  property  was  bought  I  presume 
that  road  at  that  time  did  not  produce  more  than  0,000,000  or  7,000,000;  so  that 
you  caa  readily  see  that  the  item  of  Interest  was  a  very  important  one.  Take  for 
instance,  this  recent  acquisition  of  the  Pennsylvania  Coal  Company;  now,  when 
you  put  the  interest  upon  that  it  rnns  up  to  an  item  of  about  60  cents  a  ton. 

Q.  (.By  Mr.  J.C.Harris.)  That  is,  on  the  investment'/ — A.  As  relating  to  the 
annual  tonnage;  it  amounted  to  about  50  cents  a  ton. 

Q.  (By  Mr.  Riflky.)  Is  there  any  large  proportion  of  that  coal  laud  of  the 
Pennsylvania  Coal  Company  not  yet  developed?  Are  they  carrying  a  supply 
for  future  years?— A.  They  have  a  supply  for  future  years,  but  it  seems  to  me 
you  have  to  be  very  careful  when  you  use  the  expression  "developed."  There 
might  be  a  very  wasteful  development.  For  instance,  take  a  situation  we  have, 
mining  in  Luzerne  County,  Pa.  Now.  there  are  3  or  4  or  5  operations  there.  It 
would  be  better  for  everybody,  better  for  the  public,  if  that  work  had  been  don« 
by  one  operation. 

Q.  ( By  Mr.  Kknnbdy.  )  That  would  be  an  argument  in  favor  of  combination? — 
A.  There  are  arguments  in  favor  of  combination.  There  are  arguments  in  favor 
of  power,  but  it  is  the  abuse  of  power  that  is  objected  to. 

Q.  (By  Mr.  Conger.)  I  have  one  point  I  think  we  would  better  bring  out  before 
we  close,  and  that  is  in  regard  to  the  possible  regnlatioa  of  freight  rates.  You 
testified  a  few  moments  ago  that  the  railroads,  while  they  had  expressed  willing* 
nass  to  contract  with  the  operntors  to  ^ve  them  65  per  cent  of  the  tide-water 
price  for  their  coal,  had  not  offered  to  give  a  freight  rate  to  independent  operatora 
of  So  per  cent.— A.  That  is  bound  to  come,  because  we  will  simply  enforce  it. 

Q.  You  think  you  will  be  able  to  get  it?— A.  That  has  been  our  record  in  the 

Q,  I  was  going  to  ssk  yon  whether  you  had  any  suggestions  to  offer  as  to  Gov- 
ernmental regulation  of  freight  rates'.'— A.  So  far  as  our  experience  is  concerned 
it  has  been  a  matter  of  profound  regret  to  us  that  that  the  interstate  commerce 
law  did  not  give  speedy  and  proper  relief.  That  was  the  original  iutent,  you  will 
remember,  of  the  law.  The  way  it  stunds  to-day,  as  I  remember,  under  Uie  law  a 
decree  of  the  commission  is  simply  prima  facie  evidence,  and  then  you  may  begin 
all  over  again.  You  may  take  that  decree  into  theconrts  and  it  becomes  aimpljr 
a  part  of  the  evidence. 

Q.  It  baa  lieen  advocated  bysonie  that  Congress  should  pass  an  act  which  wonld 
make  the  decisions  of  the  Interstate  Commerce  Commission  operative  while  pend- 
ing appeal  by  either  party.  Would  you  favor  such  an  amenmnent?— A.  I  would; 
yes. 
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S.  Do  TOa  favor  tboee  provisions,  as  a  genersl  thing?— A.  I  do. 
.  Ana  yon  think,  in  tne  the  interest  of  the  pablic.  Congress  ahoald  enact  the 
provisionB  of  that  bill  into  law?— A.  I  do;  yee.  If  we  conld  have  had  the  relief 
which  wae  expected  ander  the  Interstate  Commerce  Commission  the  time  that  Coxe 
Brothers  &  Co.  brooght  the  rait  in  188H  there  wonld  have  been  a  great  change  in  this 
entire  anthracite  sitnation. 

Q.  (By  Mr.  BiFLEY.)  Wonld  it  perhaps  have  stopped  this  tendency  toward 
the  absorption  of  the  independent  operators?— A.  Tee;  certainly.  Coxe  Brothers 
made  their  appeal.  Theirs  wasaconcemof  great  iofltienceandwealth;  theywent 
before  the  commission;  they  made  a  strong  case,  and  yet  it  did  not  amonnt  to 
anything. 

Q.  (ByMr. CoHOER.)  Wbydlditnotamonnt  toanything?— A.  Tbec( 
•■"lO  power. 

Si--'-*" 
_      ha 
Ative. 


Nbw  Yoek  City,  F^miary  19, 1901, 

TESTIMONY  OF  KR.  HEKBT  S.  TLEXIBa. 

Secretary-treaimrer  Anthracite  Coal  Operatort'  Astodation, 

The  special  snb-oonuniseion  met  at  10.30  a.  m. ,  Mr.  C.  J.  Harris  prestdiog.  At 
8.40  p.  m.  Mi.  Henry  S.  Fleming  was  introduced  as  a  witness,  and  being  dnly  sworn, 
tefltffiedasfoUows: 

Q.  (ByBfr.  C.  J.  Habris.)  Will  yon  give  as  yonr  name, yonr  address,  and  yonr 
official  title?— A.  Henrv  S.  Fleming,  26  Cortlandt  street.  New  Yotk  City.  1  am 
eectetaiy-treasnrer  of  tne  Anthracite  Coal  Operators'  Association. 

Q.  Wul  yon  tell  us  something  amout  the  independent  operators'  aesociatloa,  who 
compose  it, andwhat  proportion  of  coal  they  produce— any  items  of  that  kind  that 
wonld  beof  interest  tothecummission?— A.  The  association  is  made  np  of  Tariona 
indiridnal  operators— that  is,  smaller  companiee,  the  individnals  owning  the  mines 
aometimee  in  their  own  right,  and  sometimee  leasing  from  the  landownere,  We 
prodnoed,  np  to  this  year,  abont  84  per  cent  of  the  entire  anthracite  ontpnt.  This 
year  1  think  it  will  be  in  the  neighltorbood  of  29  or  2U^  per  cent. 

Q.  Abont  how  many  members  are  there  in  your  association?- A.  That  I  really 
conld  not  say.    1  do  not  remember. 

Q.  What  aio  the  dnties  of  your  ass 

toanswer.    The  association  was  org  „ 

members— to  do  anything  that  it  conld  to  further  their  intereeta.  The  idea  at  the 
time  it  was  organized  was  that  a  small  operator  was  not  In  position  to  argue  tola 
case  against  a  large  corporation,  where  a  combination  of  a  great  many  operators 
wonld  be. 

Q.  Is  It  part  of  your  duties  to  obtain  reasonable  Tat«s  for  the  transportation  of 
coai? — A,  There  has  been  an  effort  made  in  that  direction— a  constant  effort. 

Q.  What  is  the  railroad  rate  at  the  prettent  time  to  tide  water?— A.  That  I  really 
conld  not  tell  you. 

Q.  Do  moet  of  3rour  memtjers  ship  and  sell  their  own  coal,  or  do  they  sell  it  to 
the  railroads  for  a  proportion  of  the  tide- water  price?- A.  None  of  the  coal  is  sold 
to  .the  railroads,  but  many  of  the  members  sell  their  coal  to  large  companies, 
the  stock  of  which.  1  understand,  is  practically  controlled  by  the  railroad  com- 
panies.   It  is  entirely  separate- it  is  an  entirely  separate  organization. 

Q.  That  is  what  I  meant.  Do  you  sell  to  the  coal  companies  that  are  sappoeed 
to  be  connected  with  the  railtoada?- A.  The  majority  of  the  tonnage  Is  taken  by 

Q.  That  is,  the  largest  coal  companies  are  really  owned  by  the  railroad  com- 
panies themselves;  or  there  is  a  community  of  interest,  Is  there  not,  between  them 
and  the  railroads?- A.  I  can  only  say,  I  snppoee  so.  That  Is  a  qnestion  of  the 
stock  books.    The  stock  transfers  are  the  only  things  that  will  show  that. 

Q.  Yon  said  that  the  independent  operators  had  dropped  from  34  per  cent  to  29 
per  cent  this  year.  Will  you  tell  ua  the  cause  of  thai  falling  oS':'— A.  Quite  a 
number  have  sold. 

Q.  (By  Mr.CoNOER.)  Sold  to  whom?— A,  To  the  various  companies.  Some  of 
the  largest  companies  have  been  increasing  their  holdings. 

Q.  The  railroads?— A.  Not  directly,  in  any  case. 

Q.  (By  Mr.  C  J,  Harris.)  We  do  not  mean,  when  we  say  the  railroad  com- 
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!"  ^eement.  If  the  lease  of  any  part  of  the  groaiid  terminates  before  the  time 
^  J  ^  ^''  °'  ^^  "^^^  '^^'^  ^  removed  he  can  not  contract  for  all  the  coal  In  the 
Ki^Qnd,  so  that  each  individual  contract  baa  to  be  drawn  with  that  allowance. 
.,  *v-  <By  Mr.  Kbnnedv.)  Have  yon  wen  these  contracta?— A.  I  haveaimp^seen 
tne  first  form.  It  has  been  modified  and  worked  over,  and  the  leat  form  I  have 
not  Been  at  all. 

H  .^''°  *'*  familiar  with  all  the  terms  of  the  contract,  are  you?— A.  I  really 
conm  not  say  I  am  It  has  bean  in  the  hands  of  a  special  committee  and  has  not 
come  nnder  my  scrutiny  at  all. 

V-  U>nid  yon  send  ns  a  copy  of  it?— A.  I  really  coold  not  promise  to  do  that. 
i  conld  ask  for  it 

Q-  Yon  would  only  have  to  ask  members  of  vonraaBociation?— A,  lahonldhave 
*<>«*  the  eiecutive  committee. 

Hi        "hat  percentage  of  the  members  of  yonr  organization  have  entered  into 
tnat  iMtw  contract  with  the  companies?— A.  Thatqneation  I  conld  not  answer. 

^!■  A"^  they  accepting  it  very  generally?— A.  They  ara;  the  majority  of  them 
^  contracting  on  that  basis.  1  might  say  they  find  it  very  mnch  more  to  their 
anvantage  to  do  that,  and  avoid  the  neceesity  of  having  an  office  of  their  own  to 
aispme  of  the  coaL  If  they  have  an  office  of  their  own  it  is  a  very  simple  com- 
men^la]  propoaition— they  must  have  an  office  here  and  a  representative  in  a  dozen 
otner  places,  involving  large  expense,  while  they  may  not  be  sending  coal  to  those 

I     V     A^*^'  ^'^^''^1^')  ^  those  contracts  nsnally  reetrict  the prodnction  of  the 
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between  what  the  company 
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paaieB;  1  think  we  would  better  say  the  componiee  whioh  have  been  taatified  to  as 
imng  controlled  by  the  railroadu.  That  is  what  we  mean. — A.  Yes:  with  that 
understood  I  ehonld  say,  yee.  I  conld  not,  of  course,  testify  oa  to  the  oontrol  of 
these  companiea.    That  is  aomething  1  do  Dot  know  anything  about. 

Q.  To  what  points  is  the  coal  shipped— the  anthracite  coal  produced  by  these 
companies?— A,  It  really  goeeall  over  theconntry.  The  market  extends  eoutb  to 
New  Orleans  aud  weeC  to  Dulntb,  and  to  all  points  east  of  those  cities. 

Q.  In  what  directions,  if  any,  do  yon  hare  moat  of  the  trouble  with  freight 
rates? — A.  That  would  be  a  very  difficult  question  to  answer.  Under  the  con- 
tracts there  is  no  question  of  freight  rates.  The  people  who  have  sold  their  coal 
nnder  contract  have  nothing'  whatever  to  do  with  the  rate.  On  the  relatively 
small  proportion  sold  on  their  own  .account,  naturally,  there  is  complaint  of  the 
rate  In  every  direction. 

Q.  Do  your  people  have  an^  complaints  in  regard  to  f  omisbinecars  for  other 
factlittesf^A.  That,  I  think,  ip  exactly  as  in  any  large  industry.  There  are  times 
when  cars  are  scarce;  and  while  we  appreciate  that  it  is  impossible  to  fumieb  ail 
that  are  needed,  we  find  it  a  very  wise  plan  to  insist  on  getting  them,  though  I  am 
not  anre  it  amonnts  to  very  much. 

Q.  Would  you  saj  they  treat  the  companies  in  which  they  had  an  indirect  Inter- 
est Detter  than  they  treat  your  independent  companies? — A.  Ob,  no;  not  at  all.  I 
think  the  distribution  of  cars  has  been  exceedingly  fair  all  throngh,  I  wotUd  be 
very  apt  to  hear  any  complaint  in  that  direction. 

Q.  Are  there  auy  complaints  in  regard  to  terminal  chargeaF^A.  No;  I  do  not 
remember  of  hearing  of  any  complaint  on  that  ground  at  all. 

Q.  What  did  I  understand  you  to  say  in  regard  to  the  proportion  of  coal  o<m- 
tractad  to  the  larger  companies  as  compared  with  what  your  independent  oper- 
atora  ship  and  sell  diTectly'~A-  That  I  really  could  not  answer.  The  larger 
proportion,  I  should  say,  is  contracted. 

Q.  I  understood  yon  to  sa  v  the  larger  proportion  is  sold  to  the  larger  compwiies? — 
A.  Tea.  In  many  cases,  if  I  may  explain,  a  company  will  contract  to  sell  the 
greater  part  of  it«  outpnt.  Anything  it  produces  over  and  above  the  qaaatity 
contracted  it  may  send  to  market  on  its  own  account.    That  is  done  sometimes. 

Q.  (By  Mr.  Kf.nneuy.)  Didyounot  just  nowsay  thatcarsarefamishedfreely, 
that  there  ia  no  trouble  on  account  of  cars?— A.  When  they  can,  the  railroads  fur- 
nish them.  I  think  we  all  recognize  that  there  are  times  when  they  can  not  give 
the  cars. 

Q.  Yon  heard  the  testimony  of  Mr.  Brooks  at  Washington,  did  yon  not?— A. 
Yes. 

Q.  His  complaint  was  that  there  was  a  great  deal  of  trouble.— A.  During  tha 
time  grain  is  moving  it  is  very  difflcnlt  to  get  cars  back.  In  many  instances  they 
have  sent  coal  In  box  cars.  I  think  that  Is  a  local  matter.  It  is  hardly  a  matter 
of  any  importance.  The  local  agente  may  send  in  box  cars  to  collieries  whose 
chutes  were  not  suited  for  them. 

Q,  Is  the  sit  nation  better  now  than  it  was  at  the  time  Mr.  Brooks  made  the  state- 
ment?— A.  I  should  say,  yes:  decidedly.  The  railroads  have  all  added  to  their 
rolling  stock  and  to  their  motive  power. 

Q,  He  eeemed  to  think  it  was  because  tbey  were  being  discriminated  against  by 
therailroads,— A.  Ido  not  think  so,  because  that  is  a  contingency  that  happens 
in  almost  evei^tbing.  I  had  the  same  trouble  when  I  was  in  the  iron  busmess. 
Those  are  local  matters;  they  are  not  broad. 

Q.  (By  Mr.  C.  J.  Hakrir.)  What  is  the  contract  price  generally  made  with  the 
larger  coal  companies  by  the  independent  operators? 

The  Witness.  The  yearly  contracts  mads  a  great  many  years  ago  gave  the 
operators  40  and  i^  percent  of  the  price  at  which  coal  sold  at  tide;  and.  at  the 
same  time,  I  believe  there  were  some  contracts  that  were  based  on  the  amount 
paid  to  labor.  The  varying  price  of  labor  made  a  difference  in  the  price  that  the 
operators  received  for  their  coal.  Just  how  that  was  arranged  1  do  not  know. 
That  was  a  matter  of  some  25  years  ago.  It  was  a  regular  scale  contract  After 
that  the  rate  was  advanced  to,  I  think,  5^  per  cent 

Q.  We  understand  to-day  it  is  60.— A.  Then  it  was  made  UO  per  cent  and  was  SO 
from  1802  up  to  1808—6  years. 

Q.  What  la  the  contract  that  is  to  be  made  now? — A.  The  contracts  are  based 
on  65  per  cent  of  the  tide- water  price. 

Q.  For  how  long  a  time  Is  that  contract  to  be  made?— A.  That.  I  think,  depends 
on  each  individual  company.  Itis  a  contract  that  is  not  made  between  the  rail- 
roads, but  between  each  coal  comjiany  and  each  individual  operator  who  cbooaee 
to  sell. 

Q.  Is  it  not  made  tor  the  whole  product  of  the  mine?— A.  I  think  it  ia  in  b<«i)s 
cases,  and  not  in  others.    An  operator  whoee  lease  tonninatea  can  not  make  snob 
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groand ,  bo  that  each  individual  contract  has  to  be  drawn  with  that  allowance. 

Q.  (By  Hr.  Kbknrdy.)  Have  70a  seeo  these  contracts? — A.  I  haveaiiDplrBeen 
tba  first  form.  It  has  been  modified  and  worked  over,  and  the  last  form  1  have 
not  aaen  at  all. 

Q.  Yon  are  lamiliar  with  all  the  terma  of  the  contract,  ue  yon? — A.  I  really 
contd  not  say  1  am.  It  has  been  in  the  hands  of  a  special  committee  and  has  not 
come  nnder  my  scrntlny  at  all. 

Q.  Coald  yon  send  ns  a  copy  of  it? — A.  I  really  conld  not  promise  to  do  that. 
X  conld  ask  For  it. 

i^.  Ton  wonldonlyhave  toask  members  of  yoorassociation? — A.  Ishonldhave 
to  ask  the  executive  cwmmittee. 

Q.  What  percentage  of  the  members  of  yonr  organization  have  entered  into 
that  new  contract  with  the  companiee?— A.  Thatqneetion  I  conld  not  answer. 

Q.  Are  they  accepting  it  very  generally?— A.  Tney  are;  the  majority  of  them 
are  oontraoting  on  that  bosiB.  I  might  say  they  find  it  very  mnch  more  to  their 
advantage  to  do  that,  and  avoid  the  necessity  of  having  an  oiBce  of  their  own  to 
dispose  of  the  coat.  If  they  have  an  office  of  their  own  it  is  a  very  simple  com- 
mercia]  proposition— they  must  have  an  office  here  and  a  representative  in  a  dozen 
other  places,  involving  large  expense,  wblls  tbey  may  not  be  sending  coal  to  those 
places. 

(j.  (By  Mr.  Conqbr.)  Do  those  contracts  nsnslly  restrict  the  production  of  the 
mine? — A.  Uh,  no;  never. 

U.  Is  the  mine  operator  at  liberty  to  prodnce  oh  mnch  coal  as  he  has  a  mind  to 
onder  that  contract,  and  can  he  get  cars  t^  take  iu  mnch  as  he  will  mine,  regard- 
lees  of  the  quantity? — A.  The  coal  couiiiany  agrees  to  take  as  mnch  as  it  requires. 

Q.  Ah!  As  mnch  as  it  requires? — A,  I  do  not  remember  the  clanse  that  covers 
that  gronnd,  but  the  coal  company  certainly  could  not  agree  to  take  an  amount  of 
coal  that  it  conld  not  dispose  of. 

Q.  What  I  was  getting  at  was  the  fact  as  to  how  the  production— the  amonnt 
of  production— is  fixed.— A.  Well,  the  coal  company  will  take  all  the  coal  it  can 
handle,  and  there  comes  in  the  point  1  made  a  little  while  ago— that  the  operators, 
when  tbey  ship  over  and  above  the  amonnt  contracted  for,  can  sell  thesnrplne  on 
their  own  acconnt. 

8,  The  opraators  can?— A.  That  has  been  the  case  always. 
.  If  they  dispose  of  their  selling  agencies  they  are  not  in  position  to  market  to 
great  advantage,  are  they? — A,  There  are  the  various  commiasion  honses.    There 
are  in  New  York  probably  IS  or  2U  large  commission  houses  handling  coal,  both 
soft  and  hard. 

Q,  You  testified  a,  little  while  ago  that  the  distribution  of  cars  is,  In  your  opin- 
ion, satisfactory  to  the  operators  at  the  present  time.  Natnrally  it  wonld  devolve 
npoQ  the  railroads  to  supply  plenty  of  cars.  Would  they  not,  nnddr  this  contract, 
have  the  first  interest  in  that  direction?— A.  Most  decidedly. 

Q.  Has  that  been  the  remedy  for  the  evil? — A.  I  think  the  tendency,  so  far  as  I 
can  see,  15  for  the  railroad  com^Mnies  to  give  the  operators  preference  In  the  nnm- 
ber  of  cars  over  their  own  collieries-  that  is.  over  the  collieries  operated  by  the  com- 
panies auppoeed  to  be  nnder  railroad  control.  I  notice  that  in  taking  the  fibres  of 
the  mine  Inspectors  showing  the  nomber  of  days  worked  by  varions  collieries,  as  a 
general  thing,  what  we  call  the  railroad  collieries  operate  a  less  number  of  days 
than  the  individual  cullieriee, 

(^.  (By  Mr.  Kennedy.)  Again  that  is  directly  a  contradiction  of  Mr.  BrooksH 
testimony.— A.  That  is  what  1  say.  It  ia  purely  a  local  matter.  It  is  a  matter 
that  aRects  one  colliery  and  may  not  affect  anoUier.  That  sort  of  thing  may  last 
at  one  colliery  for  a  tew  days  or  a  we^  (Shortage  of  oars  is  a  local  matter— a 
temporary  matter. 

Q.  (By  Mr.  CoHaEH.}  Are  yon  an  operator  yourself?— A.  No;  I  have  not  any 
interest  in  mineH- that  is,  in  hard  coal. 

J.  Have  yon  any  soft  coal? — A.  Yes;  I  am  interested  in  several  soft-coal  minM. 
.  Do  you  consider  that  hard  and  soft  coal  are  competitors? — A.  Moat  emphat- 
ly.    Thirty-iive  per  cent  of  our  output  is  in  direct  competition  with  bltuminons 
coal.    It  is  a  competition  that  is  steadily  increasing. 

Q.  Have  the  independent  operators  any  grievances  at  the  present  time?  Are 
tbey  satisfied  with  present  conditions?- A.  While  they  have  taken  in  theee  con- 
tracts, I  have  not  heard  any  complaints.  The  contracts  are  apparently  satisfac- 
tory. Of  course  I  think  everybody  would  like  more,  but  it  has  been  doubtful 
whether  it  can  be  obtained. 

Q.  Theyaregettrngwhattheyconsidertbeirfairshare?- A.  If  fairly  carried  ont. 
It  really  is;  I  think  everybodyconHiders  it  a  very  fair  share.  The  arrangement  pute 
the  division  on  a  very  fair  basis.    Out  of  tbe  difference  between  what  the  company 
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pays  and  whatit  receivea,  it  has  got  to  par  the  freight  rate,  vhiob  is  an  arbltraiy 
rate,  These  compaoieB  also  have  to  pay  their  Belling  expenses  and  for  the  support 
of  the  TariooB  agencies. 

Cj.  The  present  conaamption  of  anthraci^coal  is  about  bow  mnch  perannam? — 
A.  Last  year  it  was  47,00a,000  tons,  I  think. 

CJ.  Would  the  total  ci       -■      ■  ■■ 
snmption  if  they  were  ri 
the  men  won't  work  more  time. 

(j.  Will  not  work  more  time?— A.  No.  They  worked  all  tha  time  in  1890;  I 
think  we  were  then  jnst  about  at)  near  oar  prodnctlve  power  as  we  can  get. 

Q.  It  has  been  t«sti tied  to  here  in  the  last  day  or  two  toat  at  present  coal  is  being 
prodnced  at  therateof  5,CNX),000  tonsa  inoQth.— A.  Yes;  it  is.  Bat  yon  could  not 
do  so  much  all  the  year  round.  To  produce  5,000,000  tons  a  month  yon  have  to 
increase  yoat  dead  work  very  rapidly,  and  that  Is  slower  work.  You  could  not  do 
it;  you  would  not  have  space  for  it. 


(j.  bo  you  think  every  producer  is  patting  out  as  much  coal  as  he  can  at  the 

firesent  time? — A.  No;  I  think  there  are  sume  collieries  that  coald  put  out  more 
f  they  would  press  bard,  bnt  it  would  not  be  an  advisable  thing  to  do.  Hasty 
mining  is  dangerous. 

Q.  Do  yon  tnink  the  mines  are  being  run  at  practically  their  full  capacity— say 
two-thirds  of  the  capacity  at  tbe  present  time?— A.  I  wonld  say  that  to-day  the 
mines  are  at  fnll  capacity,  decideiQy.  Tbe  record  of  prodnctioD  is  only  5,135,000 
tons,  I  think,  in  a  month. 

Q.  What  I  was  getting  at  is  whether  there  la  any  agreement  or  arrangement  by 
which  production  is  restricted  among  the  operators? — A.  No;  there  is  nothing  ot 
the  kind  at  all.  There  are  times  when  the  market  simply  doe«  not  take  coal,  and 
you  have  no  place  to  store  it.  It  is  like  any  other  large  commodity.  If  yon  keep 
on  running  a  factory  you  produce  a  certain  amonnt  of  goods  that  yon  can  not  find 
a  sale  for;  and  the  coal  trade  is  in  the  same  condition.  During  the  stunmra 
months  the  market  requires  very  little  coal,  and  the  mines  operate  until  they  have 
everything  filled  jnst  as  full  as  they  can.  They  cover  the  current  demand,  and  fill 
every  avauaUle  stora^  for  the  consumption  in  winter. 

Q.  (B/  Mr.  C.  J.  H.\RBis. )  Is  dead  work  done  in  the  summer  to  some  ertent?— 
A.  To  some  extent,  yes;  it  is  absolutely  necessary  to  do  that,  so  as  to  provide  for 
extended  mining  in  the  wmter;  otherwise  you  could  not  operate. 

Q.  (By  Mr.  Co.N()ER.)  How  is  tbe  price  of  coal  Oxed^— A.  ItisnotBxed.  Each 
company  has  its  own  price.  The  price  varies  according  to  the  reputation  the  coal 
baa,  and  according  to  the  grade  and  qnality. 

Q.  Does  not  coal  ot  the  same  quality  sell  for  about  the  same  price  in  the  same 
market  now?— A.  No;  I  should  say  the  variation  in  the  market  would  be  between 
TO  and  SO  cents  a  ton. 

Q.  In  coal  of  the  same  grade?— A,  Different  kinds  of  coal. 

Q.  Same  quality  and  grade?— A.  Yes;  I  would  be  willing  to  say  that  is  true 
practically  of  the  same  quality  and  grade.  There  is  a  difference  in  the  reputation 
that  a  coal  bas.  Some  people  prefer  a  free  burning  coal,  and  some  prefer  a  slow 
burning  coaL 

Q.  Can  yon  mention  any  two  names  or  kinds  of  coal  between  the  prices  of  wbicb 
there  is  snch  a  wide  divergence  as  70  cents  a  ton  at  tbe  present  time?— A,  Oh.  yes. 
I  shonld  say  that  in  any  of  thu  free-burning  conla  of  the  Upper  Lackawanna  region, 
as  compared  with  the  coals  of  the  Lykens  Valley  district,  yon  get  a  variation  of 
more  than  that  sum.    Those  are  two  extreme  coals.    They  are  both  specialties. 

Q,  Do  you  FL'fer  to  the  New  York  price?— A.  NewYork.yes;  lamquotingf.o.b. 
New  York. 

Q.  As  1  understand  you,  these  two  coals  yon  have  named  are  practically  of  the 
same  quality?— A,  No:  tbey  are  different  in  quality.  You  can  not  get  any  two 
coals  of  the  same  quality.  There  are  coals  that  have  a  reputation.  The  actual 
heating  power  of  the  one  is  practically  tbe  same  as  that  of  theother.  I  would  say 
th^  are  ijractically  of  the  same  qnaliiy.  As  to  market  value,  they  are  entirely 
different  in  character,  and  conseijuently  they  have  a  different  market  value. 
Lykens  Valley  coal  is  a  very  choice  coal  to  some  people;  other  people  would  not 
use  It  under  any  conslderatiou. 

Q,  (By  Mr,  Ripley.)  Was  there  not  formerly  some  sort  of  agreement  or  defi- 
nite price  pat  on eich  kind  of  coal?- A.  I  think  there  has  been  nothing  ot  that 
kind  since  Mr.  McLeod  s  time, 

Q.  That  was  cuatomary,  however,  for  a  great  many  years,  was  it  not?— A.  No; 
that  lasted  only  about  3  months,  and  that  was  not  with  all  kinds  of  coaL  That 
was  only  with  the  production  of  four  or  five  companies. 

Q.  You  mean  to  say.  then,  that  in  tbe  market  of  New  York  to-day  there  is  not 
ft  certain  price  for  each  grade  of  grate,  stove,  or  nut  coal?    You  meui  to  say  there 
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Is  not  a  T^nltu-  qnotation  for  eacb  one  of  thoae  Muds  of  coal?— A,  For  an  Ayenge 
all  throagta? 

Q.  In  general? — A.  No;  decidedly  not 

Q.  There  ia  not?— A.  No;  there  is  not.  One  company  will  isane  a  circular  for 
its  coal,  and  yon  will  Qnd  in  that  circular  a  seriw  of  variations  a'l  the  year  through. 
Tbecircnlara  iBsneil  by  the  other  companies  are  each  tor  their  own -variety  of  coal. 

Q.  Theae  collieries  mnst  overlap,  do  they  not,  bo  that  two  collleriee  or  two  com- 
panieewill  be  producing  practically  the  same  quality  of  couiv  That  ia,  there  is 
more  than  one  company  in  the  Lyliens  Valley  district?— A.  No;  the  Likens  coal  is 
practicallyallbrooghtnp  by  the  LykenB  Valley  Coal  Company.  The  vein  la  touched  . 
by  other  companies. 

Q.  But  the  iiriceB  of  that  coal  differ  as  between  the  different  companies?- A.  It 
all  gotoat  Lyhene  Valley  coal  they  wooldall  get  the  bigheat  market  price  on  that 

a.  In  other  wordn,  there  would  be  a  practical  agreement  on  that  quality  ot 
?— A.  No;  I  ahonld  not  call  it  an  agreement.  I  would  rather  pot  It  this  way. 
The  people  who  were  Ketting  this  class  of  coal  would  get  jnst  as  much  money  for  It 
as  they  get  in  the  market. 

Q.  Did  not  the  sales  agents  meet  up  to  S  years  ago? — A,  That  I  do  not  know. 

Q.  Were  there  not  meetings  ot  tne  sales  agents  representing  all  these  com- 
paniee?— A.  That  1  do  not  know. 

Q.  There  were  meetings  up  to  a  comparatively  recent  date,  were  there  not? — A. 
That  I  could  not  tell  you. 

Q,  They  were  teallfied  to  very  fully  in  1802.— A.  That  was  before  my  time. 

Q.  Yon  bavenoknowledge.  then,  of  meetings  of  aalee  agents  within  S  years? — A, 
Abeolntely  none  since  1  have  been  in  the  trade. 

Q.  You  have  never  seen  pnblished  reports? — A.  I  have  seen  nuraerons  reports 


Q.  You  have  never  seen  anything  to  confirm  them?— A.  Absolutely  nothing. 
Q.  (By  Mr.  Kk.nnrdy.)  Are  soft-cool  dealers  members  of  your  association? — 

Q.  Is  there  an  association  in  New  York  of  soft-coal  men?^A.  None  that  I 
know  of. 

Q.  How  is  that  coal  handled  here;  does  it  come  in  as  the  property  of  individnals 
or  the  ruilroads?— A.  It  oomoslnas  the  proiierty  of  individuals.  Some  of  the  very 
large  soft-coal  companies  follow  the  same  plan  as  the  big  anthracite  companies  do; 
that  is.  tbej  buy  up  the  product  of  the  various  small  companies  around  them  and 
ship  it  t«  New  York  as  their  product. 

Q.  Do  yon  know  anything  about  the  difference  of  cost  of  shipping  soft  coal  and 
hard  cool- the  charge  per  ton  per  mile  by  rallroa<lB?— A.  No;  I  rc^lv  could  not 
say  anything  definite  on  that  point.  That  ia  a  matter  of  figures  from  tne  hooka  ot 
the  company. 

Q.  Yon  are  interested  in  soft  coal,  are  you  not?— A.  Yes. 

Q,  Shipping  it?— A.  Yes;  I  am  interested  in  Tennessee  and  West  Virginia  minea, 

Q.  To  what  points  do  you  ship  that  coat?— A.  The  Weet  Virginia  coal  goes  to 
Newport  News  and  some  of  it  West;  the  Tennessee  to  Chattanoo^. 

Q.  Have  yon  ever  figured  ont  the  cost  per  ton  iter  mile  of  shipping  your  soft 
coal?— A.  Some  years  ago,  in  West  Virfdnia.  bnt  t£at  was  an  exceptional  year.  I 
think  the  coet  waa  something  in  the  neighborhood  of  three-tenths  of  a  mill  per  ton 
per  mile. 

Q.  You  consider  that  very  reasonable? — A.  Yes;  that  was  particularly  reaaon- 

<^.  Was  it  more  so  than  they  are  charging  for  shipping  the  hard  coal  in  this 

Spon  now? — A.  Very  much  less;  but  the  price  there  has  advanced  very  materi- 
y  since  that  time.    That  was  really  &  losing  price.    The  roads  could  not  afford 
to  operate  on  that  basis.  . 

"    ""    '  *"inga.  __ . 

...  ...        □  not  tn  that  business  at  a_ . 

Q.  Have  heard  of  nocomplainta  about  the  great  disparity  between  the  two? — A. 
Oh.  naturally  I  have  heard  complaints.  I  think  all  anthracite  people  have  com- 
plained that  the  soft  coal  gets  into  the  market  for  lees  money  than  the  anthrapito 

Q.  Do  yon  know  of  any  reason  why  It  should  be  brought  In  cheaper?- A.  Yeej 
there  is  really  a  very  good  reason.  Soft  coal  comas  in  train  loads,  and  it  is  all  the 
same.  Yon  can  carry  it  ont  to  the  end  of  the  dock  and  dump  it  into  the  boat 
and  shin  it.  Anthracite  comes  in  different  sizes  and  is  of  different  qualities;  all 
have  to  De  kept  apart.  Probably  5  cars  will  he  of  one  kind.  Those  will  have  to 
be  loaded  into  a  barge.  Theothers  will  have  to  be  held,  and  yon  have  got  to  hold 
tbe  borgea  there  ander  demurrage  till  you  get  enongh  of  that  grade  to  ul  tbem  op. 
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So  it  does  make  a  very  great  difference  in  the  cost.  The  coal  most  be  pnt  on 
Btoroge  pilee,  awaiting  Bufficient  amount  to  fill  a  particular  order  or  mn«t  be  held 
in  cars  at  thecoet  of  demnrra^e  on  the  cars.  Of  conrae,  tbst  does  not  pay.  It  meana 
^lao  interwt  on  the  valne  of  the  coal,  as  veil  as  the  breikage  on  the  coal,  which 
amonhts  to  a  hig  item.  Soft  coal  is  shipped  direct.  It  goes  right  from  the  mine 
down  into  the  barge.     It  is  an  infinitely  easier  article  to  handle. 

(j.  What  is  the  rate  per  ton  per  mile  of  shippint;  hard  coal  to  tide  water? — A. 
The  present  rate?  I  conid  not  answer.  1  wonld  simply  be  giving  a  gneaa.  and 
that  wonld  I'e.  I  think,  very  unsatisfactory.  It  varies  on  the  di&erent  rtHtda  and 
according  to  different  mileages. 

Q.  What  has  it  been  in  a  recent  period? — A.  Well,  in  the  period  which  I  com- 
pared with  the  rate  then  prevailing  on  the  Chesapeake  and  Ohio,  it  was  abont 
nine-tenths  of  a  milt;  but  that  ia  not  a  fair  comparison,  yon  remember,  becanse 
that  nine-tenths  inclndes  all  the  selling  charges,  and  this  demnrrage  at  tide,  and 
the  delays.    It  is  very  expensive. 

Q.  (By  Mr.  C.  J.EABRI&)  Have  you  any  eetimato  oF  the  amount  of  anthracite 
coal  in  dgh  t  at  preeent;  how  long  it  would  last  at  the  preaent  rate  of  prodntion? — A. 
Kone  except  that  made  by  Griffith  some  years  ago,  and  published  in  the  Bond 
Becord. 

Q.  Doyonremember  abont  what  that  was;  howmany  years' supplyheeatimated 
there  is  ahead? — A.  No,  I  really  do  not. 

').  sixty  or  an  hundred? — A.  I  really  could  not  sav  offbanij.    My  recollection 


Q.  Six 
ia  that  ( 


estimated  for  some  two  hundred  and  fifty  or  three  hundred  yeu^  for  the  R  „ 

Company  alone;  something  of  that  Und.    That  is  simply  a  goesa.    Really  I  do  not 


(j.  The  Beading  Company  Is  the  largest  holder  of  coal  lands  of  any  of  the  raU- 
roads,  ia  it  not? — A.  Oh,  yes;  by  a  great  deal.  I  am  speaking  simply  of  tha  Read- 
ing Company  aa  being  the  largeat  of  alL 

Q.  (By  Mr.  Kennedy.)  What  profit  has  the  seller  of  coal  now,  on  the  ton?— A. 
What  is  his  commission,  yon  mean? 

Q.  Yes;  or  what  is  the  profit?  Can  you  give  us  the  cost  orbringing  a  ton  of 
coal  to  New  York— mining  cost,  and  the  transportation  coat,  and  any  other  itema 
of  coat,  if  there  1.e  any,  and  the  selling  price  of  it?— A.  No:  I  really  coold  not  do 
that.  The  figures  vary  so  much  in  each  case.  They  vary  with  «rery  mine;  with 
every  part  of  the  mine. 

Q.  Can  yon  give  an  instance? — A.  I  could  not  give  even  a  aingle  caae.  That  la 
s  matter  that  does  not  come  under  my  department  at  all 

(j.  Do  yon  know  anybody  that  could  do  that?— A.  That  wonld  have  to  be  done 
by  the  individual  operators,  by  each  company.  The  figures  vary  in  each  caae. 
They  vary  with  the  distance  the  mines  are  from  tide,  and  they  vary  with  bnainaas, 
the  amount  of  track  the  operators  own.  Some  of  them  have  a  Tew  miles  of  track 
rnnnlng  from  their  breaker  out  to  the  railroad,  and  on  that  they  get  a  certain 
mileage-  And  they  vary  with  the  vein  they  are  mining  in,  and  the  Jengtji  of  time 
they  have  mined  in  the  vein,  and  the  local  oonditlons  for  the  vein.  I  do  not  think 
it  wonld  be  possible  to  ever  arrive  at  even  a  moderately  accurate  estimate.  I  took 
that  thing  under  consideration  a  long  time  ago,  and  found  it  impoeaible  to  arrive 
at  satiafactory  conclnsions. 

3.  Can  you  give  us  any  Information  about  the  enort  trade  in  anthracite  coal, 
also  in  bituminous  coair— A.  In  anthracite  coal  there  has  been  practically  no 
export  to  Europe.  Some  small  quantities  have  gone  over,  I  think  more  aa  aamplee 
than  anything  else.  I  do  not  suppose  the  tetal  amount  of  anthracite  export  to 
Europe  would  be  more  than  in  or  15  tons.  The  Bureau  of  Statistics  givea'tbe 
figures  of  anthracite  export,  including  the  coal  going  to  Canada.  The  Canadian 
market  ia  a  very  large  one  for  anthracite. 

Q.  Do  you  know  anythinf;  about  the  exportation  of  the  soft  coal? — A.  Vea; 
there  is  quite  a  great  deal  of  it  going  abroad. 

Q,  Yon  are  in  that  trade  yourself?— A.  Yee,  bnt  we  are  not  exporting  any.  I 
went  over  to  Europeaconpleof  times  jost  on  that  matter  to  find  out  what  market 
there  is,  both  for  soft  coal  and  bard  coal. 

Q.  Wbat  do  you  think  of  it? — A.  I  think  the  market  there  ia  a  very  big  one, 
especially  in  the  southern  part  I  do  not  think  we  can  touch  the  northern  part 
for  a  great  many  years. 

Q.  Are  you  goiuK  eiclnslvely  into  southern  Europe?— A.  Yea;  I  think  the  ship- 
ments this  year  will  amount  to  close  on  to  a  million  tons. 

a.  Is  that  a  great  improvement?^ A.  There  was  practically  nothing  beforoL    I 
ly  do  not  remember  the  exact  flgnres.    1  did  see  them,  too. 

<^  (By  Jtx.  C.  J.  Hakkib).  Where  does  the  ooat  go  bom  mostly?— A.  Pbitar 


Coo^ 
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delphia  and  Newport  News.  1  think  a  little  has  gone  from  New  York— very  little. 
Hew  York  la  not  so  good  a  shipping  point  as  those. 

Q.  WeBtVirginia  coal  mostly? — A.  West  Virginia  and  Pennsylrania.  Thecoal 
has  been  received  very  favorably  on  the  other  side,  bat  oar  method  of  mining  la  bo 
diSerent  from  theirs  and  also  the  shipping,  that  It  is  going  to  take  a  little  more 
effort  to  establish  the  market,  and  get  firmly  fixed  in  it  than  it  wonid  here. 

Q.  Whence  have  theee  sonthern  conntriee  of  Enrope  formerly  obtained  their 
coal  supply?— A.  From  England  principally,  aud  small  nnauti ties  from  Belginm 
and  Oennnny.  Spain  prodacea  practicBtiy  no  coal,  Italy  none;  they  have  to 
import  all  they  nse. 

u.  What  did  yoa  say  of  the  priceof  anthracite  coal  at  present?  What  is  it  here 
in  New  York?  What  la  it,  delivered  on  the  other  aide,  on  the  Jersey  side?— A.  That 
wonld  be  a  very  difficnlt  qnestion  to  answer. 

Q.  What  is  the  New  York  price  of  anthracite  coal  at  pre«nt?— A.  That  would 
be  Deyond  roe  to  answer;  it  would  depend  altogether  on  the  kind  of  coal  yon  at« 
going  to  bny. 

Q.  We  have  had  an  average  price  given  ua  here?— A.  Yes,  but  an  average  price 
wonld  not  apply  to  every  coal.  Yon  probably  couldnot  bny  a  ton  of  coal  on  that 
baslB. 

Q,  I  think  we  have  hadan  average  price  ort4.3Sor$8.76.— A.  I  shonld  not  like 
to  answer  that  question,  heoanse  it  wonld  be  simply  a  gness,  and  I  do  not  think 
yon  wonld  get  a  first-clasa  coal  on  that  basis. 

S.  How  mnch  higher  is  anthracite  coal  at  present  than  it  was  at  the  same  time 
year,  if  any?— A.  1  shonld  say  about  30  or  85  cents  a  ton.  I  do  not  know 
abont  that.  [After  looking  at  paoer.  ]  Yes,  I  think  that  ia  a  very  fair  estimate. 
I  have  here  a  statement  showing  the  averages  are  made  np  from  the  selling  con- 
tracts prepared  by  me  for  the  association.  Each  company  turns  over  to  the  com- 
|Mny  from  which  it  bnye  coal  an  exhibit  of  the  average  price  at  the  end  of  each 
month.    Those  statements  were  sent  to  ine,  and  I  put  all  of  them  together. 

Q.  To  what  do  yon  attribute  the  higher  price  at  the  present  time  when  com- 
iwredwith  the  oorreaponding  twelve  monthsago?— A.  1  think  it  is  very  largely  due 
to  the  strike.    It  made  coal  extremely  scarce. 

Q.  Do  yoa  have  an  idea  that  the  prices  will  drop  back  to  their  old  position?— A. 
Oh,  I  think  so,  beyond  any  doubt.  You  see  anthracite  coal  in  tbls  market,  in  fact 
in  all  the  markets,  is  meeting  with  a  very  strong  competition  from  bittmiinons 
coal,  and  a  very  injnriousreenlt  from  the  nse  of  gas  as  fnel.  Gas  and  nteam  are 
___,......    -■^olari -'-'--'" js_  I .-..  3 .. ™n. 


replacing  it  in  the  large  office  buildings  and  in  bouses  lor  domestic  nae.    The  con- 
anmption  of  anthracite  is  nnqnestionably  falling  off. 

(j.  Suppose  the  price  of  anthracite  coal  shonld  be  nnnatnrally  advanced;  would 
thwe  be  any  check  for  such  advant  e?~A.  There  would  be  almost  an  immediate 
check  from  the  Increa&ed  oonsnmptlon  of  gaa— gas  and  bitaminons  coal  for  steam- 


making  puTpoees. 

Q.  (Bv  Mr.  Conger.)  Is  it  not  a  fact  that  the  price  of  anthracite  coal  has 
already  been  so  advanced  as  to  greatly  enconrage  the  use  of  gaa  and  other  fnele?— 
A.  I  wonld  not  pnt  it  in  that  way;  no  If  yon  will  look  over  those  flgnrea  yon 
will  see  the  price  of  anthracite  baa  been  oomparatively  regular  from  iSVl  to  1000. 
Taking  the  nverage  of  any  size— except,  possbly,  the  steam  sizes— I  do  not  think 
yon  will  find  an  average  advance  of  more  than  IS  cents. 

O.  (By  Mr.  C.  J.  Harris.)  Can  vod  give  ns  the  maximum  priceof  the  domestic 
OOBIB  for  1897, 1898,  aud  1899?— A.  Th'is«  prices  are  not  fixed  that  way.  There  ia 
a  general  average  of  chestnut  and  larger. 

Q.  (By  Mr.  Conger.)  Are  those  prices  from  1897  hlRher  than  they  were  pre- 
vious to  tliat?— A,  Ko;  they  run  just  about  the  same.  I  have  no  general  flgnres 
of  this  kind  for  previous  yeara.  I  have  the  figures  of  some  of  the  companies  aud 
■ome  individuals  who  acdd  here.  They  run  very  close  all  the  way  through.  They 
are  much  lower,  1  might  say,  than  they  were  back  in  the  latter  part  of  the  seven- 
tiee  and  in  the  eighties. 

Q,  Everything  else  was  lower?— A.  Everything  else  was  lower;  yes. 

Q,  The  independent  coal  operators  have  no  grievances  now  of  which  they  may 
complain?— A.  I  do  not  know  of  anythmg  that  I  feel  at  liberty  to  complain  about. 

1^.  (By  Mr.  C  J.  Harris.)  With  the  present  new  contracts  that  are  oSered  to 
the  Independent  operators  will  there  be  any  large  percentageof  independent  opera- 
tors in  the  anthradte  coal  hnainess  in  a  short  time?— A.  In  what  way?  I  do  not 
quite  nnderstand. 

Q.  If  the  independent  operators  tie  up  their  prcmertiea  on  this  6.>  per  cent  con- 
tract, then  that  property,  that  product,  is  handled  by  the  larger  coal  companies, 
and  I  ondentana  you  to  say  thnt  the  tendency  is  for  the  independent  operators  to 
go  into  this  arrangement — to  sign  theee  contracts.    In  view  of  this  outlook  is  it 
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not  probable  that  th«re  wiU  be  very  little  independent  productioD  Is  a  abort  time?— 
A.  what  we  c^  an  independent  operator  Is  a  man  who  owns  and  mines,  irrespec- 
tive of  the  way  that  he  sella. 

Q,  The  degree  of  independence — that  is  what  I  was  trvine  to  get  at. — A.  Yoa 
mean  independent  shippers.  If  you  put  it  that  way.  I  taink  there  wiU  be  c<an- 
paratively  few.  I  believe  most  of  them  will  find  tbe  contract  rather  more  to  ttielr 
advantsKe  than  the  other  method  of  sellinff. 

tj.  Has  there  been  any  corresponding  reaaction  in  freight  rates  offered  the  Inde- 
pendent producer?— A.  Oh,  yea:  that  same  proportion  carries  all  throngh.  Yon 
mean  to  the  indmundent  shipper? 

Q.  Yes,  the  Independent  ahipper. — A.  Yes. 

U.  (By  Hr.  Conoek.)  Yon  are  quite  certain  of  that?— A.  That  is  what  I  am 
told.  I  am  simply  giving  my  general  information  rat  that  point,  I  think  that  is 
tbe  general  nnderstBodin^  among  the  shippers. 

Q.  Mr.  Haddock  testified  this  morning  that  he  did  not  sonnderatandit.— A.  Mr. 
Haddock  never  bad  a  contract. 

Q.  That  is  probably  troe.  because  It  wonld  harmonize  with  hia  teatimony,  which 
was  to  the  effect  tbat  be  bad  not  as  an  independent  shipper  as  yet  been  eiven  a 
freight  rate  equivalent  to  85  per  cent  of  the  selling  price. — A.  I  should  be  very 
much  amazed  if  be  has,  becanse  those  contracts  have  not  gone  into  effect. 


Q.  On^t  he  not  have  it  now  if  the  present  rate  ia  40  per  cent?— A.  The  rate  is 
not  40.    That  is  not  the  way  it  xhonld  be  colcnlated. 
Q.  (By  Mr.  Kenkedy.)  Yon  say  yon  know  of  no  canse  of  complaint  on  the  part 


of  the  independent  operators  tbat  yon  are  at  liberty  to  state.  Do  yon  mean  by 
tbatyonknowofnocompliint  whatever?— A.  No;  1  msan  1  am  not  authorized  to 
make  any  complaint. 

<^.  Do  yon  mean  by  that  yon  know  of  no  canae  for  complaint? — A,  1  think  I 
wonld  rather  not  answer  that  anestion. 

Q.  Ars  yon  familiar  with  lanor  conditions  in  the  anthracite  region? — A  Yes; 
fairly  so. 

Q,  Do  yon  think  tbe  miners  were  just  in  their  demands  last  fall?— A,  No,  I  do 

Q.  Yon  do  not?— A.  t  think  part  of  tbe  demands  were  possibly  jnst,  bat  the 
fceneral  demand,  I  think,  was  onfafr. 

Q.  Are  yon  in  favor  of  arbitration  of  labor  disputes? — A.  Very  strongly,  when 
both  sides  can  be  equally  reaponsible. 

Q.  Do  you  recognize  that  there  were  more  than  two  parties  Interested  in  tbat 
strike  last  fall?  Do  yon  recognize  the  public  as  a  party  at  interest  in  a  trouble  of 
tbat  kind?— A.  I  think  necessarily, 

Q.  Well,  have  yon  any  opinion  as  to  whether  there  should  beany  means  of  oona- 
pubory  settlement  of  troubles  of  that  magnitude  when  they  affect  all  the  people! — 
A.  I  think  it  would  be  very  desirable  if  that  snme  compnlaion  conld  apply  eqnallj 
to  both  operator  and  laborer;  bnt  while  yon  conld  very  easily  apply  compulsion 
to  the  operator,  wiioae  money  is  in  his  property,  it  would  be  very  difficalt  to  apply 
itto  tbe  laborer.  The  laborer  has  no  Interest;  he  has  only  to  pack  his  trunk  and 
household  goods  and  leave. 

Q.  In  that  caae  the  laborers  were  askintc  for  arbitration  from  tbe  very  beginning, 
werethey  not?^A.  There  was  nothing  said  about  arbitration  in  the  beginmng;  not 
in  the  beginning  of  tbe  labor  dispute. 

Cj.  Are  you  sure  that  Mr.  Mitchell  did  net  submit  a  proposition  for  arbitration? — 
A.  At  the  first  meeting;  but  that  whs  after  the  thing  had  ^tten  fairly  under  way, 
and  the  matter  had  been  taken  up  locally  first  by  the  vanons  unions  and  variona 
lodges. 

Q,  (By  Mr,  Ripley.)  You  aay,  Mr.  Flemins,  that  the  individual  operators  have 
no  complaint  tomoke? — A.  I  say  I  am  not  authorized  to  make  any  complaint. 

Q.  Yon  have  said  tbat  there  la  a  tendency  toward  decrease  in  the  proportionate 
output  of  the  independent  operators  during  the  last  few  years,  have  yon  n<it? — A. 
No;  1  referred  to  tbe  difference  between  last  year  and  this.  Prior  to  this  year 
there  had  been  no  material  decrease. 

Q.  Has  not  a  very  conaiderable  pnrchaee  of  coal  land  been  made  by  the  coal 
coiupanieB  within  the  last  2  years,  beginning  with  tbe  purchase  by  tbe  New  York, 
Ontario  and  Western,  and  other  companiaa?— A.  1  think  that  was  covered  in  a 
previous  qneatlon;  yes. 

Q.  (By  Mr.  Kbn.sedy.)  Have  you  anything  to  volunteer?- A.  No;  I  think  yon 
have  covered  the  ground  very  tboronghly. 

(Testimony  dosed.) 
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New  York  Citt,  February  tt,  1901. 
TESTXKOVY  07  H2.  ALFRED  TALTER, 

Premdent  Lehigh  Valley  Railroad  Company. 

The  Special  Sabcomiaissloii  met  at  1030  a.  m.,  Mr.  0.  J.  EaniB  presidiDg.  At 
1.42  p.  m.  Mr.  Alfred  Walter  was  Introduced  as  a  witness,  and,  bein^dnly  sworn, 
testified  as  followa: 

3.  (Bj  Hr.  C.  J.  Harrib.)  Will  yon  give  na  yonr  name  and  yonr  occnpation 
addreas?— A.  Alfred  Walter,  president  of  the  Lehigh  Valley  Railroad;  my 
residence  ia  in  Sonth  Bethehem,  Pa. 

Q.  We  wonldUketoquestionyontQBome  extent  In  regard  to  the  anthracite  coal 
aitoation.  Will  yon  tell  na  what  proportion  of  the  anthracite  coal  ontpnt  yonr 
railroad  carries,  or  the  companies  connected  with  yonr  line?— A.  We  transport 
somechiDg  over  15i  per  cent  of  the  product. 

Q.  Has  yoor  proportion  been  increasing,  or  has  there  been  any  variation  in  that 
percentage  for  the  laat  10  or  15  jeara? — A.  The  percentage  that  we  are  hanling 
now  la,  ai'oording  to  my  recollection,  abont  that  of  the  last  3  or  4  years. 

Q.  Is  the  coal  ontpnt  on  your  line  produced  by  companies  anxiliary  to  the  rail- 
road company  or  by  independent  operators? — A.  It  is  prodnced  by  both. 

Q.  Do  yonr  anzlllary  companies  ouy  the  ontpnt  of  the  independent  prodncers 
for  the  moat  part? — A.  In  part  we  do,  and  in  part  we  do  not. 

Ij.  What  is  tbo  percentage  basis  on  which  yon  buy  and  handle  what  yon  do 
bny? — A.  At  the  present  time  we  pay  onr  operators  ftom.  whom  we  buy  coal  60 
per  cent  of  the  sellinR  price  at  tide  water. 

Q,  That  baa  been  the  evidenceof  most  of  the  witnesses,  bat  there  haabeen  men- 
tioned a  different  proposition  at  the  present  time  which  wonld  be  more  faTorable 
to  the  independent  operators— that  is,  a  larger  percentage  to  them.  Have  yon 
made  any  of  thoae  ontracta  yet? — A.  We  have  not  concladed  the  arrangement. 
The  matter  is  now  under  discnssion. 

Q.  Is  there  probability  that  the  operators  will  receive  a  stilt  higher  percentage 
than  they  now  get?— A.  It  looks  that  way;  yes. 

Q.  What  do  you  say  of  the  production  and  sale  of  anthracite  coal;  fa  it  Increas- 
ing from  year  to  }^ear,  or  does  it  stand  aboatthe.same  in  tonnage?— A.  In  tonnage 
I  think  the  statistics  wonld  show  that  it  varies  from  year  to  year,  but  probably 
over  a  period  of  years  it  increases  somewhat. 

a,  la  there  an  economic  limit  to  the  price  at  which  yon  can  sell  your  anthracite 
?  Could  the  price  be  advanced  indefinitely,  or,  the  minute  the  price  of  coal 
became  what  the  people  called  exorbitant  or  considerably  increased  over  what  it 
now  ia,  would  there  be  a  resort  to  the  nae  of  other  articles  for  fuel?— A.  Oh, 
nnqnestionably:  it  baa  done  so  already. 

CJ.  What  wonld  you  aay  of  the  price  of  coal  to-day;  is  it  a  high,  or  a  low,  or  a 
fair  price? — A.  I  should  say  tt  is  an  equitable  price.  We  bear  of  no  complaints 
from  anybody. 

Q.  la  the  price  of  coal  higher  than  it  was  at  the  same  time  a  year  ago,  and  if  so, 
how  much? — A.  Yon  are  speaking  now  of  the  price  to  the  consumer?  You  know 
there  ia  a  very  great  difference  between  the  fluctuations  of  the  wholesale  price 
and  the  price  to  the  consumer.  The  price  of  coal  to  the  consumer  does  not  vary 
very  much.  I  conld  not  give  yon  exactly  the  difference.  It  ia  not  mnch  over  35 
cents,  if  that. 

Q.  Is  the  margin  between  the  wholesaler  aud  the  consumer— that  Is 


tj^t  subject,  except  in  a  very  general  way.  It  of  course  depends  on  the  fncilitiea 
that  the  people  have  for  handling  it.  Many  years  ago,  perhaps  twenty  years  ago, 
coal  was  handled  at  all  pointa  in  a  very  primitive  way.  I  think,  within  my 
memory,  when  a  bont  load  of  coal  came  to  the  dealer's  yard  it  waa  nn'otided  by  a 
bui'ket  and  a  mule.  At  that  time  the  business  was  done  on  a  small  scale  through 
a  great  many  dealers,  and  the  amount  of  money  invested  by  any  particular  dealer 
in  plant,  etc..  waa  very  email.  The  tendency  of  the  last  few  years  has  been  to 
concentrate  the  handling  uf  coal  in  fewer  hands,  and  those  people  have  invested 
much  more  money  in  labor-saving  devices,  have  carried  larger  stocks  of  coal,  and 
the  presumption  is  that  tbey  save  by  so  doing.  It  works  out  on  the  same  line  ae 
all  other  bnaine^  of  a  similar  character. 

(j.  Is  the  cost  of  mining  coal  the  samenow  that  ltwa84«n  or  fifteen  years  ago? — 
A.  Oh,  no.  When  I  first  became  familiar  with  anthracite  mining  some  twenty 
odd  years  ago,  the  great  bulk  or  very  large  proportion  of  the  mining  was  done  at 
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what  WB8  called  above  water  level:  that  is,  the  lands  were  developed  by  pnttiDg: 
in  drift  or  a  tnniiel,  and  tbe  ooal  that  was  worked  ont  was  above  that  level.  The 
reBult  was  that  as  water  accam-alated  tbe  mine  drained  itself,  and  at  that  time 
mining  was  a  mnch  more  profitable  undertaking  than  it  ia  at  the  present  time. 
Notonly  that,  bnt  it  waa  like  all  occnpatriona  of  that  kind  in  Uiat  it  was  gone  into 
by  a  number  of  individnale.  The  plant  reqaired  was  compaTatively  small.  The 
amoant  of  money  spent  at  that  time  for  a  coal  breaker  probably  did  not  run  very 
mnch  over  |:<0,()00  or  $35,000,  and  a  large  part  of  tbe  coal  that  was  mined  went  to 
wast#.  Now  those  workings  above  water  level  have  not  eiisted  for  some  years, 
and  in  order  to  obtain  the  tonnage  it  is  necessary  to  go  below  tbe  surface  in  a  ver- 
tical way.  That  means  that  you  rnn  up  against  iannmerable  difHcultiee,  inoreas- 
in)r  the  cost  in  every  direction.  Not  only  that,  bnt  in  order  to  get  auj  retnrn  at  - 
all  on  the  inveBtment  it  is  necessary  to  have  much  larger  investments.  For 
instance,  the  Lehigh  Valley  Coal  Company  is  jnst  completing  one  oollierv  opera- 
tion that  is  going  to  coat  ns  over  $300,000.  The  same  tonnage  was  taaen  oat 
twenty  years  ago  by  a  number  of  operations  that  perhaps  cost  us  $35,000  or  $30,000 

Q.  Why  is  it  there  have  not  been  inventions  of  machinery  in  anthracite  coal 
mining  to  cheapen  the  cost,  or  have  there  been  any? — A,  Oh,  a  great  many.  There 
haa  been  a  vast  improvement  in  that  respect. 

Q.  Do  yon  use  the  electrical  coal  machinea? — A.  Yea;  there  are  a  number  of 
devices  of  that  kind. 

Q.  They  work  in  anthracite  the  nme  as  in  eoft  coal,  do  they  not7 — A.  The 
devices  are  different.  Of  conrse.  the  method  of  conducting  anthracite  mining  la 
quite  different  from  that  of  condncting  the  mining  of  bitnminons  ooal ;  bnt  the 
general  idea  that  labor-saving  machines  have  been  InTented  and  are  nsed  is  ttXM. 

(j.  Bat  still  that  fact  haa  not,  I  understand  yon  to  say.  lowered  the  price  of 
mining  coal  per  ton?— A.  Oh,  no;  beconse  the  other  items  of  expense  have  in- 
creased in  very  much  greater  proportion. 

Q.  What  doyonaayof  the  general  community  of  interest  which  has  been  devel- 
oped ou  the  part  of  the  varioDS  coal  railroads  in  the  last  few  months  or  the  last 
rear?  Is  coal  mining  and  handling  coming  moreand  more  into  fewer  hands?— A. 
do  not  think  it  is  coming,  necessarily,  into  fewer  bands;  I  do  not  see  any  evi- 
dence of  that. 

Q.  Well,  what  woald  be  the  end  ^nd  aim  of  BOch  combination  in  an  economic 
way— and  the  results?- A.  I  take  it  that  the  competitive  conditions  nnder  which 
we  have  done  a  great  deal  of  oar  work  in  years  gone  by,  have  developed  so  many 
conditions  that  they  render  difficult  the  reasonable  and  businesslike  discnaaion  of 
tbe  intricate  questions  involved.  It  ia  desirable  that  when  they  are  discussed  they 
should  be  discnssed  nnder  conditions  that  will  enable  this  to  be  done  without  any 
particular  intsreat  feeling  that  it  is  jeopardizing  its  business  interests, 

Q.  Wonld  there  be  any  savings  arising  from  Aoch  a  combination  that  would  be 
likely  to  benefit  tbe  consumer  as  well  as  tbe  people  interested  in  the  combinations?— 
A.  Generally  speaking,  I  think  that  any  arrangement  that  can  be  brought  about 
to  benefit  the  producer  is  bound  to  benefit  the  consumer. 

Q.  You  see  the  map  of  the  coal  fields  [referring  to  map] .  Do  you  mean  that  in 
sncD  a  combination  tbe  markets  nearest  to  the  coal  field  wonld  be  supplied  from 
that  coal  field,  saving,  perhaps,  in  transportation  of  freight? — A.  Not  necessarily. 

CJ.  That  wonld  not  cut  very  much  figure  in  the  matter? — A.  Not  very  much: 
not  necessarily.  You  mnst  remember  that  the  anthracite  coal  from  one  region  is 
entirely  difllerent  from  the  anthracite  coal  from  anothsr  region.  In  other  words, 
anthracite  coals  are  not  all  alike;  th^are  not  one  substance,  nor  can  they  boosed 
for  one  purpose.  People  who  have  been  in  the  habit  of  burning  anthradta  coal 
from  one  region  do  not  like  to  burn  it  from  another.  Take  a  very  cold  country; 
the  people  there  like  to  bum  a  very  hard  coal.  Take  a  warm  section  of  the  conn- 
try;  they  like  to  bum  a  softer  coal.  There  are  some  sections  oF  tbe  country, 
praticularly  down  East,  down  in  New  England,  where  they  pay  a  very  high  price 
for  a  certain  class  of  coal,  and  do  so  because  it  is  cheap  for  them  to  do  it.  I  know 
it  was  the  case  some  years  ago  in  the  mannfactnring  districts  of  Massachusetts, 
where  the  operators  came  home  for  their  dinners  in  tbe  middle  of  tbe  day.  that 
they  would  buy  a  small  quantity  of  red  ash  coal,  which  will  kindle  with  a  match 
almost,  and  when  burned  up  wilt  bum  iteelf  up  entirely,  there  being  very  litde 
ash  left;  they  got  the  full  benefit  of  it.  And  X  suppose  they  buy  it  stllL  They  did 
formerly.  They  could  afford  to  pay  for  that  coal,  whereas  harder  ooal  coming 
from  a  different  vien  could  not  be  used  for  their  pnrpoeee  at  all. 

Q.  {BvMr.  Kknhbdy.)  Whatproportionof  the  coal  product  that  goes  over  vonr 
roM  is  that  of  independent  operators  and  shippers? — A.  Generally  speaking  about 
60  per  cent 

Q.  Is  that  highra  than  the  pOToentage  carried  over  other  roads?— A.  Higher 
thannuMtof  them,  yea.    I  thinl  it  is  tbe  highest  of  any. 
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Q.  Too  tuMQ  60  p«r  cent  oF  the  coal  that  goes  over  your  road  is  shipped  by 
indepeDdent— by  indiTtdoal  operators?— A.  Yes. 

Q.  Do  they  get  cars  as  freely,  and  are  they  sapplied  as  oheerfnlly  as  they  are 
given  to  your  own  people?— A.  Oh,  quite  so;  Kenerally  more  freely. 

Q.  There  is  no  complaint  on  that  score,  is  thete?— A.  1  think  not. 

Q.  Is  it  not  the  poLicy  of  yonr  road  gradoally  to  get  absolute  control  of  the  prod- 
uct of  your  region? — A.  No. 

Q.  Would  there  be  any  advantage  to  your  company  in  having  the  mining  and 
shipping  and  selling  of  the  product? — A.  None,  excepting  to  conserve  the  general 
Interetit.  Of  course  the  operator,  like  evorj^body  else,  only  oaks  wbat  he  thinks  is 
hia  fair  share  of  the  bosinees;  and  as  the  abilitv  of  the  whole  region  to  nroduoe  is 
very  largely  in  excess  of  the  ability  of  the  market  to  take,  the  individual  operator 
very  often  thinks  that  he  should  have  the  opportunity  of  shipping  when,  la  order 
tooonserve  the  general  situation  and  make  a  renaonable  and  equitable  division,  it 
would  be  unwise  for  him  to  do  so;  that  is,  nnwlse  for  othsr  people  situated  the 
same  aa  himself,  to  have  him  do  so. 

Q.  In  there  anv  restraint  in  any  way  upon  his  shipping  to  the  fnll  capacity  of  his 
ooUieriee? — A,  No:  if  he  does  it,  he  does  it  of  his  own  free  will  and  accord, 

Q.  You  ship  about  15  par  cent  of  the  anthracite  product?— A.  Yes;  something 
over  151  ]>er  cent. 

Q.  Is  there  any  allotment  to  you  of  what  your  line  shall  carry  of  the  anthra- 
cite?—A.  No;  WO  endeavor  to  conform  to  our  proportion  of  the  tonnage  which 
can  be  shipped  in  any  one  month. 

Q.  Can  you  say  what  the  maximum  production  of  your  field  might  be,  ss  com- 
pared with  what  you  are  shipping  now? — A.  We  are  shipping  now  our  maximum. 

Q.  You  are  shipping  yonr  maximum? — A.  Yes;  I  think  all  flelda  are. 

Q.  (By  Mr.  Bipi^y.)  Would  that  be  true  of  the  Philadelphia  and  Beading 
fields?— A.  I  think  so.    I  can  not  apeak  for  them,  but  that  is  my  impression. 

Q.  You  mean  the  maximum  of  collieries  that  arein  exlatence,  not  the  maximum 
amountof  coal  that  is  in  theground? — A.  No;  I  mean  the  maximum  of  the  ability 
to  produce, 

Q.  (By  Idr.  KE(iNBDY.)  Havethe  independents  any  large  tracts  in  reserve  that 
are  not  operated? — A,  1  think  not. 

Q.  (By  Mr.  C,  J.  Harkis.)  Do  the  independents  own  or  lease  for  the  most 
part? — A,  Both;  I  i-honld  say,  perhaps,  they  lease  more  than  they  own. 

Q.  (By  Mr.  Kennedy.)  You  said  something  about  a  65  per  cent  contract.  I 
would  like  to  ask  youif  it  is  provided  in  that  con  tract  that  those  who  sign  it  shall 
forever  after  be  debarred  from  shipping  during  the  life  of  the  other  collieries? — 
A.  I  do  not  understand  your  question. 

Q.  Is  it  provided  in  that  contract  that  tuose  who  sign  it,  the  independent  oper- 
ators, shall  give  the  entire  product  of  their  collieries  to  the  company,  aell  jt  to  the 
company?  Is  the  65per  centcontract  for  thewholeof  theirtut>dnction?— A.  Yeo. 
I  want  to  be  a  little  carefnl  in  answering  that  question.  I  think  there  are  a  great 
many  limitations  and  stipulations  in  oonneotion  with  that. 

Q,  (By  Mr.  Ripley.)  Practically  it  is  for  the  life  of  the  property.- A.  Prac- 
tically, yes;  still,  as  I  say,  with  certain  limitations. 

Q.  (By  Mr.  Kennedy.)  I  shouldlike  tohave  you  tellus  moreabontvonrniideT- 
standing  of  this  phrase  which  has  become  so  common  now,  ''community  of  inter- 
est," and  bow  far  ttie  principle  behind  it  has  progressed  among  the  coaler  roads. — 
A.  Of  course,  I  can  only  spealc  of  my  own  aiperienoe.  I  have  no  definite  infor- 
mation in  regard  to  others,  and  I  do  not  know  that  I  can  state  it  any  difllerently 
from  the  way  in  which  1  have  stated  it. 

Q.  Can  youaay  whether  gentlemen  who  are  in  thedirectorateeof  other  railroads 
are  also  in  yours?- A.  Yes. 

Q.  And  would  they  have  a  voioe  in  bringing  about  a  uniformpollcy  In  all  the 
coaler  railroads  or  most  of  them?— A.  I  do  not  think  that;  no.  Tne  idea  of  some 
people  being  interested  in  different  properliea  is  not  at  all  an  agreemmt.  The 
presumption  la  that  if  a  gentleman  is  interested  In  mors  than  one  property  he  will, 
when  he  considers  a  question  in  connection  with  any  one  property,  take  it  up  with 
a  view  to  that  property. 

Q.  Is  thereany  tendency  toward  a  oonsolidation  of  all  these  coaler  properties?— 
A.  Not  that  I  know  of. 

ti.  la  it  possihie.  the  way  events  are  going,  for  an  absolute  control  of  them  to  be 
had  by  a  rew  men?— A.  I  should  think  not.  In  the  first  place,  yon  must  take  a 
practical  view  of  that  question.  The  affairs  of  these  differeut  companies  are  very 
oomplicated  and  very  extended,  and  the  difficulty  now  that  we  have  in  getting  the 
resnits  that  economically  are  required  involves  the  most  careful  consideration  of 
all  the  questions  that  come  up,  and  I  think  that  gsntlemen  would  hesitate  togo 
beyond  the  point  of  transacting  the  afllairs  that  are  brought  before  them.  Wa 
have  all  we  con  do  to  look  after  the  interests  of  oar  Indlvldnal  propertj^ 
16a 35 
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Q.  (By  Mr.  Ripley.)  For  instance,  what  proportion  of  your  total  traffic  in  ton- 

TiH  coal  and  what  general  tonnsKe?— A.  About  one-half  is  coal. 
The  percentage  varies  ae  between  tbe  diSereut  coal  roads,  1  aoppoae?— A.  Ob, 
yee;  it  ia  aifferent  on  the  different  roade, 
Q.  Can  vou  give  ob  any  atat«ment  of  the  approximate  percentages — how  it  ie  on 

other  roods?    Is  your  percentage  of  coal  tonnage  higher  than A.  (Interrnpt- 

ing, )  As  compared  with  other  merchandise'/ 
Q.  Yea. — A.  I  would  not  care  to  answer.    I  have  a  very  vagae  idea  on  that 

Q,  The  large  percentage  of  yonr  tonnage  is  coal,  and  an  eqnal  proportion  of 
other  freight  wonld  make  it  very  diffienit  to  administer  the  proper^  solely  in  the 
intoreet  of  the  coal  without  jeopardizing  the  other  int«resta,  would  It  not?  The 
(act  that  your  boslnesa  is  of  this  dnal  nature  woald  make  it  difficult  to  carry  ont 
a  definite  line  of  policy  for  coal  without  affecting  the  other  branch  of  the  bnsmeBB, 
that  ie  to  say,  it  is  not  esclnsivelj  a  coal  road? — a.  No;  you  are  quite  right  abont 
that. 

Q,  So  that,  for  instance,  a  director  in  that  company,  while  wishing,  perhaps 
becaose  of  being  a  director  in  another  coal  road,  to  mflnence  the  Lehigh  valley's 
conrse  in  the  interest  ot  the  other  road,  would  be  obliged  to  consider  the  effect  on 
the  general  traffic  of  that  same  road?'-A.  Yes. 

Q  {By  Mr.  C.  J.  Harris,  )  Were  these  aocalled  coal  roads  built  originally  for 
the  coal  traffic  erclnsivelyV  Do  you  know  about  that? — A.  You  mean  at  their 
inJception? 

Q.  Yes.— A.  Some  of  them  were  and  some  were  not 

Q.  What  1  wanted  to  get  at  is  this:  Has  their  business  ontaide  of  hsnling  coal 
become  very  much  more  important  than  it  was  when  they  first  started? — A.  Oh, 
yes. 

Q.  Is  it  growing?— A,  Yes. 

Q.  CitiPB  and  towns  and  districts  settle  np,  and  the  tonnage  other  than  coal 
becomes  a  more  important  item  every  year;  is  that  it? — A.  Yes. 

Q.  (By  Mr.  Kennedy.)  I  would  like  to  ask  yon  something  about  the  labor  con- 
dition in  the  anthracite  region.  Do  yon  believe  that  the  demands  of  the  mloers 
made  last  September  were  just? — A.  I  hesitate  In  answering,  because  in  a  business 
transaction  Ihardly  know whnt  yon  mean  by  the  word  ''just."  They  made  tlteir 
demands  and  they  were  acceded  to. 

Q,  (By  Mr.  Riplev.)  The  strike  has  not  seriously  embamused  the  companies, 
to  your  general  knowledge? — A,  Not  up  to  the  present  time;  no. 

Q.  (By  Mr.  Kennedy.)  I  would  like  toa.sk  you  if  thepublic  is  payingany  more 
for  coal  as  a  result  of  that  labor  trouble  of  last  year?— A.  Oh.  yes. 

S,  One  gentleman  testified  the  other  day  that  the  labor  men  had  done  what  the 
road  presidents  had  not  been  able  to  do  in  the  past;  that  is,  they  bad  reduced 
the  amount  of  coal  produced,  restricted  it.  adding  that  it  was  a  good  thing  for  tbe 
railroads,  a  good  thing  for  the  independent  operators,  and  a  good  thing  for  the 
miners.  He  did  not  say  about  the  public.  I  would  like  to  ask  you  if  yon  think  it 
was  a  good  thing  for  the  railroads,  a  ^ood  thin>;  for  the  miners,  and  a  good  thing 
for  tbe  consumers?— A  In  so  far  as  it  resulted  in  conoesaiona  to  miners  and  in 
exhausting  stocks  which  had  accumulated. 

Q.  (By  Mr.  C.  J.  Harris.)  It  allowed  a  higher  price  to  be  made,  did  it?— A.  It 
resnlt«d  in  a  higher  price  being  made. 

Q.  (By  Mr.  Ken.sedy.)  In  a  way  that  statement  was  correct  then,  that  it  was 
beneficial  to  the  railroads  and  to  the  producers? — A.  For  tbe  time  being. 

Q.  Is  it  beneficial  to  the  public?— A.  Thatdependsentirely.  I  do  not  know  what 
the  public  view  of  it  is. 

Q.  Could  you  not  put  yourself  in  the  place  of  the  public?— A.  No. 

Q.  Are  yon  in  favor  of  arbitration  of  these  disputes  between  capital  and  labor?— 
A.  That  IS  rather  a  large  qiieation  to  answer  in  a  few  words,  i  believe  that  we 
ebould  endeavor  to  get  along  with  a  minimum  amonnt  of  friction  with  the  people 
weemploy  and  do  all  wecan  to  prevent  any  trouble. 

Q.  Do  yon  recognize  that  labor,  in  a  great  industry  like  that,  should  have  a  voice 
infixing  the  wages,  the  hoursof  labor,  and  theconditionsunder  which  the  latwrers 
work?— A.  I  believe  that  labor  should  be  in  a  position  where  it  can  djscnss  and 
endeavor  to  reach  conclusions  with  the  employer  as  to  what  it  shall  do  for  what 
it  gets. 

Q.  Do  yon  think  labor  can  do  that  better  in  an  organized  capacity  of,  say  140,000 
men, than A.  (Interrupting.)  I  think  so— yes. 

Q.  You  think  organization  is  a  good  thine?— A.  As  a  general  proposition,  yes. 

Q.  Do  you  recognize  the  public  as  a  third  party  in  interest  to  a  controversy  like 
that  of  last  fall— the  coal  interests  being  one  party,  the  mine  workers  another,  and 
me  public  a  third  party?— A.  I  think  that  the  employer,  so  far  as  he  has  obliga- 
tions to  tbe  public,  should  recognize  them. 
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Q.  Wonld  yoa  tecogniz.e  tbe  public,  the  pnblic  being  conenmers  of  this  coal? 
They  ore  cut  oS  from  the  artide  which  they  want,  delayed  in  their  boaiiiess,  and 
inconvenienced  in  tbeir  homes,  and  if  the  controveray  continues,  I  he  price  goes  ap. 
■  Under  those  ciicninatiiDces  vonid  yon  recognize  the  public  as  k  third  party— a 
very  lar^e  third  party— to  a  controversy  of  that  kind,  and  t))at  each  shonld  have 
some  voice,  the  inflaence  of  which  ahonld  prevail  in  a  controversy  like  thatV^A. 
That  la  a  very  broad  qnestion  to  answer.  I  do  not  know  that  I  am  pTepored  to 
express  myself  very  fully  on  it.  It  is  very  much  of  the  nature  of  a  one-sided 
proposition.  If  the  price  of  coal  goes  down  wa  have  to  stand  tiie  loss.  The  public 
does  not  take  na  into  consideration  very  much.  If  an  arrangement  could  be 
brought  about  whereby,  when  we  are  at  a  disadynntage  we  would  be  taken  care 
of.  it  migiit  be  advisable  under  Buob  conditions  that  in  the  other  stage  of  the  case 
we  would  have  to  be  regardful  of  the  public,  too. 

Q.  Yon  would  not  be  in  favor,  in  the  public  interest,  of  a  legal  force  to  bring 
troablee  of  that  kind  to  an  end  before  they  go  bo  far  as  to  disastrously  aSect  the 
pnblic? — A.  That  depends  very  much  upon  conditions.  I  am  not  prepared  to 
express  mvself  on  1  hat  decidedly. 

6.  (By  Mr.  Riflbv.  )  I  want  to  aek  you  if  yon  are  aware  of  a  proposition  to 
build  an  independent  line  to  tidewater  along  the  line  of  the  old  Delaware  end 
Hudson  Canal  within  the  last  year?- A.  All  I  know  about  that  is  what  I  have  read 
in  the  newspapers. 

Q,  What  wonld  have  been  the  effect  of  putting  in  another  Independent  line? 
Would  It  have  been  to  make  more  friction  between  the  roads? — A.  1-tbink  that  is 
reasonably  to  be  supposed.  We  have  had  uonsiderable  experience  in  matters  of 
that  kind. 

Q.  Did  yon  formerly  ship  any  of  the  Pennsylvania  Coal  Company's  coall'— A.  No. 

Q,  Bo  that  the  a<.-qalBition  of  that  property  by  the  Erie  would  not  affect  yen  In 
any  deKreeV— A.  No. 

Q.  Can  you  say  anything  about  the  relative  proportion  of  your  ontput  of  anthra- 
cite from  the  northern  and  the  southern  territoryl'  Is  the  coal  of  the  southern 
Gelds  more  expensive  to  mine,  or  are  those  fields  worked  as  cheaply  as  othtlrs? — A. 
When  yon  speak  of  "  sonthem.''  what  do  yon  mean':' 

Q.  I  mean  the  middle,  western,  and  Schnylkill.— A.  Of  couitte  the  geological 
formation  and  characteristics  of  the  different  regions  vary  very  much.  The 
Schnylkilt  and  what  is  known  as  the  Mabanoy  are  more  expensive  to  operate  than 
others,  and  as  time  goes  i)n  the  expense  will  iucrea.'ie. 

Q.  is  that  not  also  true  of  other  coal  beds  in  the  whole  southom  territory,  that 
they  are  more  expensive  to  mine  than  the  northern?  —A.  Very  much  iudeed, 

Q.  Is  a  larger  proportion  according  to  the  area  of  ontput  at  the  present  time  in 
the  northern  field?  That  is  to  say,  isthe  Wyoming  field  mora  likely  to  lMiexhaust«d 
under  present  conditions  than  is  the  southern  and  middle  western  field  as  ii  whole':' 
la  the  northern  field  being  more  extensively  worked?— A.  I  should  say  it  is. 

Q.  I  am  simply  trying  to  get  at  the  description  of  the  goneral  situation.  You 
have  spoken  of  your  percentage  of  the  aiinnal  output  as  being  about  l.'j.  There  la 
no  form  of  agreement  as  to  that?  —A,  No,  no. 

Q,  Are  there  any  roads  which  have  in  the  past  held  out  against  such  a  general 
allotment?— A.  I  tnink  not 

Q.  Has  the  Pennsylvania  Railroad  alwayH  been  in  entire  harmony  with  other 
companies?— A.  In  a  sense. 

Q.  But  in  a  sense  also  not?— A.  No;  I  think  not.  Of  course,  I  do  not  know.  I 
wonld  prefer  not  to  discuss  the  Pennsylvania's  policy.  I  do  not  know  what  that 
is,  bat  we  have  not  found — I  do  not  thinlt  they  are  peculiar  in  any  way. 

Q.  The  statement  has  been  made  by  witnesses  here,  that  In  the  past  the  Penn- 
sylvania Railroad  has  been  rather  a  "free  lance,"  implying  that  it  held  itself  aloof 
from  any  obligation  to  conform  to  any  other  operations  or  to  conform  to  any 
agreement  as  to  the  output,  and  I  want  to  a.sk  you  whether  that  is  true  in  your 
judgment?— A,  The  reason  I  smile  is  this,  that  my  eiperience  in  the  last  10  or  IS 
years  has  been  such — difflcnltiea  have  been  so  great,  controversies  have  been  so 
great,  and  as  far  as  the  use  of  the  lance  is  concerned,  it  has  been  ro  universal— 
that  I  do  not  think  the  term  "free  lance"  applies  to  any  parti  ctilar  [lerson  or 
company. 

S,  Suppose  yon  next  year  should  turn  outr20  per  cent  of  the  annuiil  output — we 
say  of  an  output  of  50,000,000  tons.  Suppose  yon  wore  to  increase  your  out- 
put to  10,000.000  tons,  wonld  there  be  any  complaint  on  the  part  of  the  other  com- 
panies? .fudging  by  experience  of  the  past,  are  yon  qnit«  free  to  e.iteud  your  out- 
put?—A.  If  we  are  prepared  to  take  the  consequences. 

Q.  Those  consequences  wonld  be  what'^— A.  Disastrons  to  me. 

O,  Inihellneol- A.  General  competition;  general  disturbance. 

(J.  I  see.    But  so  far  as  the  direction  that  the  company  goes,  that  action  might 
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betaken  if  your  directors  chose  to  do  Bo7 — A.  Oh,  yes;  there  is  nothing  to  prevent 

them;  in  fact,  it  has  been  done  repeatedlv. 

O.  Within  recent  years?— A,  Yee;  within  the  last  12  or  18  months. 

Q.  So  recent  an  that? — A.  Yes;  oh,  yes,  We  are  producing  freely,  and  the  mar- 
ket is  taking  all  we  can  prodace,  and  we  ore  not  onder  strain. 

Q.  Have  yon  ever  beard  a  complaint  on  the  pait  of  the  Philadelphia  and  Bead- 
ing road  that  it  should  be  entitled  to  a  larger  allotment? — A.  Yes;  I  have;  from 
every  other  road,  too.    I  have  not  heard  it  from  the  Reading  particnlarly. 

Q.  The  Reading,  however,  controls  more  coal  lands  than  other  roadB,  and  the 
map  vonld  ^-eem  to  indicate  that  itti  proportion  of  coal  fields  is  greater  as  com- 
pared with  the  others  than  its  proportion  of  the  total  oatpnt.  Has  that  propor- 
tion been  larger  in  past  years?— A.  Yes;  I  think  so. 

Q.  Considerably  bo?— A.  I  think  so;  yes. 

Q.  (By  Mr.  Eennbdy.)  If  all  are  perfectly  free  to  mine  to  their  full  capacity 
why  ahonld  there  be  any  complaint  from  any  of  them  in  rej^ard  to  allotment? 
Why  flbonld  there  be  any  complaint;  why  not  go  ahead  and  increase  their  oat- 
put?- A.  That  would  mean  seff-destmction. 

Q.  I  should  like  to  ask  yon  if  there  is  any  competition;  and  how  you  follow  it; 
on  what  basis? — A.  In  commanities  where  bltnminons  coal  ia  used,  and  under 
conditions  where  bitnminons  coal  can  be  used  and  also  the  finest  sizes  of  Rnthrscite 
coal,  the  prices  which  obtain  are  aSectad  by  the  prices  at  which  bituminous  coal 

Q.  What  pDDportion  of  the  anthracite  oatpnt  would  that  be,  35  per  oent?^A. 
Yes;  qnite  mat  or  more.  The  proportion  is  constantly  incrsa^sin^.  too.  Of  th« 
total  tonnage  produced,  the  percentage  of  the  fine  coal  ia  increaamg  with  great 
rapidity; 

(Testimony  closed  2.38  p.  m.) 


New  York  City,  F^rruary  SJ,  I'JOI. 
TEBTIM OHT  OF  MB.  E.  fi.  THOMAS, 

President  of  the  Brie  Railroad  Company, 

The  special  anbcommission  met  at  the  Chamber  of  Commerce  bnilding  at  1.42 
p.  m.,  Mr.  C.  J.  Harris  presiding.  At  2.20  p.  in.  &lr.  E.  B.  Thomas,  president  of 
the  Erie  Railroad  Company,  was  introduced  as  a  witness,  and,  being  dnly  sworn, 
testified  as  follows: 

Q.  (By  Hr.  C.  J.  E&BRiS.)  Mr.  Thomas,  will  you  give  us  yoni  name  and 
address,  also  stating  yonr  ofQcial  position? — A.  E.  B.  Thomas;  21  Cortlandt  street; 
I  am  president  of  the  Brie  Railroad. 

afiofl-      ■ 

but  have  been  engaged  in  the  transportation  business'  for  over  thirty  years. 

Q.  Could  yoa  tell  us  what  proportion  of  the  Erie  Railroad's  trafEc  is  in  anthra- 
citecoal? — A.  Yes;  I  will  tell  you  from  oar  last  report,  which  I  brought  along 
because  that  will  give  it  a  little  more  accurately  than  I  could  from  memory.  Oar 
total  coal  transport,  coal  and  coke,  waa  abont  12,000,000  tons  ont  of  a  total  of 
37.000,000  tons. 

Q.  Not  quite  one-halt?— A.  A  little  less  than  one-half —that  is,  hard  coal,  bitn- 
minons coal,  and  coke. 

Q.  Yes.  Yonr  bitominona  coal  comes  from  the  Pennsylvania  Sold? — A.  From 
the  Pennsylvania  and  Ohio  fields. 

Q.  (By  Mr.  Kennedy.)  From  the  Hocking  Valley?—A,  We  transport  a  certain 
amount  of  Hocking  Valley  coal  in  competing  for  transportation  from  Marion  to 
Chic^^,  and  possibly  some  little  locally  at  junction  points  on  our  line.  We  are 
large carriera  of  Pittebnrg  coal,  completing  the  transport  of  the  Pittsburg  and 
Latie  Erie  from  Yonngstown  to  Cleveland.  We  also  distribute  that  coal  locally 
oa  onr  lines,  and  we  prodace  from  our  own  minea  of  the  bitaminous  coal  for 
supply  for  market  purposes  about  1,600,000  tons.    1  speak  in  round  inimbers. 

Q.  (By  Mr.  C.  J.  Harris.)  About  how  large  an  anthracite-coal  tonnage  do  you 
carry?— A.  About  6.000,000  tons.  For  the  year  ending  June  80,  1000,  our  anthra- 
cite coal  transported  was  6,000,000  tons.  For  the  calendar  year  of  1900  it  was 
0,200,000  tons. 

a,  How  much  of  this  anthracite  coal  is  mined  by  yonr  own  company;  in  a  gen- 
way,  what  pr<qM>rtion7 — A.  We  purchased  900,000  tons  and  we  mined  about 
700,000  tons  from  our  own  mines.  I  will  give  you  the  distribntion  of  the  5,200,000 
tons  of  the  last  calendar  year;  For  the  Delaware  and  Hudson,  1,100,000  tons;  for 
the  Pennsylvania  Coal  Company,  1,800,000  tons;  and  for  the  Erie,  1,750,000.    Now, 
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for  all  other  yrodncers  and  other  railroads  we  tranaported  450,000  tons.  That 
Inclades  indtvidTial  operators  and  coal  cominK  to  hb  at  jnnctioii  pointa. 

Q.  Do  you  handle  uiiB  anthracite  coal  mostly  by  tinrAaae? — A.  Yea. 

u.  And  do  the  selling  yonraelves? — A.  Do  the  seUing  onreelvee. 

Q.  What  is  the  percentage  allowed  the  operatorF—A.  The  operator  hae  80  per 
cent  of  the  tide-water  price.  He  has  that  net  without  anjr  expense  of  selling  or 
handling,  and  takes  no  commercial  risks. 


Q.  We  have  had  a  great  deal  of  teatimony  abont  a  new  contract  that  is  being 
made,  givins  6>  per  cent  to  the  mine  owners.  Are  yonr  roads  doing  the  same 
thingT— A.  We  are  doing  the  same  thing  with  onr  operators,  and  It  Is  expected 
that  arrangement  will !;«  conenmated. 

Q.  (By  Mr.  Kenxbdy.)  Have  any  such  contracts  been  signed? — A.  On  the  part 
of  the  operators,  yes.  T  have  some  on  my  desk  that  I  hare  not  as  yet  signed.  I 
have  no  reason  to  doabt  the  arrangement  wilt  be  completed. 

Q.  Wonld  yon  fnmish  the  commission  a  copy  of  that  contract  omitting  the 
names?— A.  I  wonld  not  like  to  answer  that  ijneetion  at  the  moment.  If  yon  leave 
that  open  I  will  answer  before  I  leave  the  city.  If  the  contracts  go  Into  effect,  I 
have  no  hesitation  whatever  in  saying  1  will  do  so.' 

Q.  If  any  contract  goes  into  effect?— A.  Yes. 

Q.  Well,  most  all  of  them  will  have  to  go  Into  tliat  contract  before  any- — ^7— 
A.  (Interrnptin^.)  No;  we  donot  maketnataoondltion.  Wedothink.  faowsTer, 
we  wonld  be  entitled  to  the  acceptance  of  it  by  the  bulk  of  them. 

Q.  Does  that  contract  provide  that  those  who  sign  it  shall  dispose  of  the  entire 
prodnct  of  the  mines  daring  the  life  of  the  mine  to  the  Erie  Company? — A.  No; 
the  Erie  Company  does  not  make  any  of  the  contracts.  Some  cou  companies  in 
the  interest  of  the  Erie  will  make  a  contract  to  purchase  of  the  miner  the  amonat 
of  coal  he  may  have  in  the  grotmd. 

(j.  By  Mr.  Rivlby.)  That  is.  for  the  life  of  the  property?— A.  Yes;  for  the  life 
life  of  the  property. 

Q.  (By  Mr.  Kennedy.)  So  after  he  signs  that  contract  he  can  not  be  an  inde- 
pendent shipper  of  the  coal  from  the  mines  covered  by  the  contract? — A.  No; 
from  that  par ticolar  mine  he  conld  not.    - 

Q.  (By  Professor  Ripley.)  Yonhavesaid  that  thecontractsatthepresent  time 
provide  for  (10  per  cent  of  tide-water  prices?— A.  Yes;  prepared  sizes. 

Q.  Do  yon  In  conformity  with  that  arrangement  transport  the  coal  of  the  inde- 
pendent operators  who  ship,  for  40  per  cent? — A.  We  never  have  declined  to  do 
BO.     The  rates  on  anthracite  coal  vary  from  |1.15  to  tl. 40  a  ton. 

Q.  Tba  rates  of  freight  wonld  presumably  be  somewhat  in  advance  of  40  per 
cent,  would  they  not,  to  the  person  who  ships  individually? — A.  An  advanoe  over 
40  per  cent?  I  do  not  think  so.  Certainly  the  rates  to  the  individual  operator 
would  not  he  any  higher  than  now. 

(j.  In  other  words,  the  individual  operators  wonld  get  the  same  rate  to  tide 
water  that  the  person  who  signs  a  permanent  contract  wonld  get?— A.  I  wonld 
not  like  to  answer  that  qnestion,  because  that  is  a  question  that  has  not  been 
decided— what  the  rate  will  bo  on  a  35  per  cent  rate.  '  Under  the  40  per  cent  rate, 
aa  they  now  stand,  the  rat«e  are  from  $1.15  to  11.40  a  ton. 

Q.  What  determines?— A.  The  $1.40  rate  is  on  the  prepared  sizea  and  the  other 
on  red  need  el^ea. 

Q.  Abont  what  proportion  of  the  price  would  that  he;  wonld  it  be  in  excess  of 
40  per  cent'^A.  Abont  40  per  cent. 

O.  So  that  it  wonld  make  little  difference  snbetantially  to  the  operator  whether 
be  nns  a  contract  with  you  for  shipping  at  BO  per  cent  of  the  tide- water  price  or 
whether  he  has  his  coal  carried  by  yonr  company  for  him  at  his  own  risk,  ho  sell- 
ing at  tide  water?— A.  That  would  oe  a  very  difficult  qnestion  to  answer  because 
It  faas  not  been  decided  oxactly  what  the  rate  wilt  be  on  the  85  per  cent  basis. 

(j.  The  complaint  has  been  mado  before  the  commissiou  that  the  Indivldnal 
operator  who  attempts  to  ship  oi'  Gell  for  himself  is  charged  somewhat  in  excess 
of  that  price.    I  want  to  ask  you  it  that  information  conforms  to  any  practicB  that 

eiQ  know  of?— A.  So  far  as  I  am  aware— and  I  get  in  very  close  contact  and 
nch  —I  do  not  know  a  single  dissatisfied  operator  or  shipper  in  all  the  anthracite 
region  on  the  line  of  our  road,  nor  do  I  know  of  any  controversies  between  them. 
Thcj  most  amicable  and  pleasant  relations  have  s^ted  dnrlug  the  entire  time  I 
have  been  connected  with  the  road.  It  is  the  fashion  in  this  counb-y,  if  a  man 
•■'-'QbuBineBS.eitherfromwant  of  capital,  his  own  inability,  or  the  unfortunate 
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ir  application  or  ability. 
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Q,  Yon  have  implied  tfaat  the  nulroads  would  be  jaatifled  In  charging  sotnewbat 
more  for  the  transportation  of  individnal  operKtors'  coal  in  getting  that  coal  to 
tide  wnter  than  they  wonld  charge  if  tliey  had  puTchaeed  the  entire  ontpat  of  that 
mine:  will  yoo  state  what  reason  yon  have  for  that  poeitionl^— A.  Becaoae  the  coal 
which  they  pnrcbase  is  purchased  nndeT  an  arrangement  which  giveo  them  a  sta- 
bility of  bnainees;  the  other  is  irregular.  An  operator  may  want  cars  to-day,  he 
may  not  want  them  to-morrow:  we  may  be  prepared  to fnrniah  them  today,  and 
for  one  day  they  may  beidle.  Thereisnonniformlty  of  transportation,  which  is  a 
very  essential  element  in  the  cost,  and  I  believe  that  would  Justify  a  higher  rat« 
under  those  conditions.  If  we  directed  absolntely  the  ontput  of  the  mine,  we 
would  know  to-day  whether  that  mine  is  going  to  work  to-morrow  and  to  what 
extent,  and  we  could  supply  that  transportation  with  regularity. 

Q.  (By  Mr.  C.  J.  Harris.)  Your  road  would  be  able  to  rely  on  that  amount  of 
tranic  alwaya,  whatever  competition  might  come  in?— A.  Ye». 

Q.  What  is  the  economic  purpose  of  this  combination  or  commnnity^  of  interest 
in  the  coat-operating  roads  that  hau  gone  to  the  front  in  the  last  six  months? 
What  is  there  to  be  said  infavorof  it?— A.  I  do  not  know  of  any  combination,  and 
perhaps  this  is  as  good  a  time  and  opportunity  ae  will  be  presented  to  getclearly 
before  you  the  fact  thut  there  is  none.  I  know  of  no  coal  combination  whatever. 
TheneaiBst  weevercametoone  wasin  18IK,  when  the  several  anthracite-carrying 
roadBeoteredintoanagreementlimitint^theamountof  transportation  of  anthracite 
coal,  and  a^eeing  upon  a  specific  percentage  which  each  of  them  would  carry. 
That  ajyreemeot  was  to  continue,  and  did  continue,  for  one  year.  It  expired  by 
limitation  and  has  never  been  renewed.  There  is  to-day  no  moral  obligation  on 
any  railroad  not  to  transport  or  mine  all  the  coal  it  can  dispose  of,  I  am  at  per- 
fect liberty  on  the  part  of  the  Erie  road  to  mine  all  the  coal  I  can,  famish  trans- 
portation or  bring  it  down  here, and  if  lean  sell  itat  ft  profit,  to  do  so;  or,  if  I  prefer, 
throwit  in  the  North  River,  which,  if  I  could  not  dlsposeof  it,  I  would  have  to  do. 

Q.  (By  Mr.  EBNNbtDV.)  If  there  were  any  combination  or  coal  trust,  as  it  is 
sometimes  called  in  the  public  press,  yon  would  know  of  ita  eiistonce? — A.  Oon- 
Biderjng  the  amount  we  transport,  I  think  I  would  have  to  be  invited  to  be  ancb  a 
party  to  make  it  a  real  good  strong  success.  I  want  to  be  per foctly  frank  and  distinct 
in  my  disclaimer  in  that  respect.  Now,  as  to  community  of  mterest.  we  do  con- 
snlt  together.  It  is  impossible  to  <M}ndnct  the  commercial  affairs  of  this  country 
without  consoltation.  There  are  no  agreements,  express  or  implied.  We  are  at 
liberty  lo.  and  we  do.  mine  and  market  as  mnch  anthracite  coal  aa  we  can  profit- 
ably find  an  outlet  for. 

Q.  (By  Mr.  Ripley.)  Yoq  feel  that  if  you  increased  yonr  proportion  that 
would  be  an  invitation  to  all  other  roads  to  do  the  same  thing,  and  there  would  be 
an  excess  of  production? — A.  These  markete  are  fairly  well  divided  np  as  a  result 
ol;  long  years  of  experience  between  the  several  coa)  producers  and  transporters. 
1  could  go,  for  instance,  into  the  territory  of  some  other  road  that  has  hitherto 
supplied  the  coal,  and  I  could  rednce  the  price  of  coal  theraand  thereby  add  to  my 
own  transportation  and  market  for  a  while.  In  a  little  while,  however,  the  same 
thinR  would  oc<!ur  in  our  tenitory,  the  result  of  which  would  be  that  I  would  have 
succeeded  in  permanently  lowering  the  price  without  any  benefit  to  myself.  Now, 
that  is  all  there  is  of  community  of  interest.  The  greatest  danger  that  the  public 
have  to  apprehend  is  from  unrestricted  and  unrestrained  competition.  The  great 
danger  to  the  pnblic  in  railroad  rates  is  not  that  railroad  rates  may  be  too  nigh; 
not  that  by  combination  among  railroads  we  may  so  put  up  rates  as  lo  cripple 
commerce.  The  danger  is  from  too  low  rates  and  favoritism,  the  former  being 
the  most  important  factor  in  breeding  the  latter.  What  this  country  commer- 
cially wants,  and  what  I  think  the  people  want,  if  they  thoroughly  understand 
the  question,  is  stability  of  rates— uniformity  of  rates;  that  A  shall  pay  as  much 
as  B,  and  B  shall  pay  as  much  as  C;  that  favoritism  sball  l>e  stopped.  I  know  of 
no  more  pemicioae  factor  in  bringing  about  favoritism  than  unrestrained  and 
unrestricted  competition. 

14.  Is  there  a  tendency  toward  equitable  freight  rates  at  the  present  time?  No 
favoritism;  no  rebates?- A.  Rates  as  they  exist  to.day  are  not  perfect,  by  any 
means,  but  they  are  more  stable  and  more  uniform  than  I  have  ever  known  them 
to  be  in  my  experience, 

Q.  What  ia  the  cause  of  that — the  good  times  or  the  better  anderatanding 
among  the  railroad  manasjers?— A.  Both. 

Q.  Which  is  the  larger  factor? — A.  That  would  be  very  difficult  to  say.  There 
have  been  a  great  many  changes  in  the  personnel  among  railroad  men  in  the  last 
few  years,  and,  naturally,  the  transportation  business,  like  every  other,  is  one  in 
Which  the  element  of  personal  equation  can  not  be  entirely  overlooked.  I  think 
there  is  a  feeling  of  more  confidence  on  the  part  of  each  of  us,  and  at  the  same 
time  among  ns  a  disposition  to  brii^  about  a  better  state  of  affain.    The  railroads 
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of  this  country  have  shovm  their  abilitj  to  tTanaport  a  ton  of  freight  100  miles,  or 
1  mile,  more  cheaply  than  in  any  other  oonntry  in  the  world. 

Q.  {By  Mr.  KK^^EDY. )  Why  are  they  able  to  do  that?— A.  For  a  great  manr 
reasons.  This  is  a  new  conntry,  with  opportnnitiea  for  creating  bneineBS  and 
increnBiitg  onr  tonnage.  We  have  stimalated  development  in  every  powibla  man- 
ner and  In  every  pomible  way.  No  doubt  the  element  of  competition  has  doneft 
great  deal  toward  that.  We  have  built  a  cheaper  class  of  roa^  than  other  conn- 
triefl,  and  while  our  capitalization  seems  large  it  is  very  email  compared  with  that 
of  foreign  roads.  The  cspitalizAtion  of  English  roads  mns  as  high  as  ^50,000  a 
mile,  and  it  has  been  not  nnpopnlar  to  cryattheEriaroad  because  it  had  abonded 
debt  of  $70,000  a  mile— a  property  which  conld  not  be  reproduced  to-day  for  the 
bonded  debt  and  a  very  large  earn  in  addition. 

Q.  <ByMr.  Reh.kv.  )  Have  you  included  the  valne  of  the  terminals? — A.  We 
have  included  the  value  of  the  terminals. 

Q.  Butexclndingthevfllneof  terminalsitmlghtbe A.  I  am  not  so  snre  about 

that,  because  I  doubt  very  much  the  estimates  of  what  can  be  done,  compared 
with  what  is  actually  accomplished.    For  instance,  the  Lehigh  Valley  road  several 

J  ears  ago  nsed  our  tracks  from  Blmira  to  Buffalo  for  their  own  terminal  at  Bnf- 
ato.  They  were  dissatisfied  with  the  arrangements,  and  npcn  the  expiration  of 
the  contract  they  gave  us  notice  that  they  desired  to  bnild  their  own  line.  We 
inade  every  effort  to  keep  them,  but  they  presented  statements  as  to  how  cheaply 
they  conld  build  the  road  and  how  satisfactory  the  result  would  be  to  them,  and 
they  went  off  and  built  the  road.     I  think  to-day  they  would  be  glad  to  be  back. 

Q.  The  country  is  paying  interesit  on  two  parallel  roads  instead  of  one? — A. 
E^tly.  The  best  eiample  of  that  is  the  Nickle  Plate  and  the  West  Bhore.  They 
were  parallel  and  competing  line?,  built  against  two  railroads  that  can  transport 
ftrelgbt  probably  more  cheaply  than  any  other  in  the  world.  How  mnoh  better 
wonld  tne  country  have  been  conserved  bad  the  money  invested  in  those  two  roads 
been  applied  to  the  improvements  upon  existing  lines,  the  cheapening  of  t^na- 
portation,  and  the  giving  of  better  service  to  the  pnblic. 

Q.  Wonld  not  that  same  reasoning  apply  to  the  paralleling  o(  the  Lehigh  Val- 
ley and  the  Central  of  New  Jersey  as  they  appear  on  that  map  [referring  to  map]? — 
A.  Precisely.  Either  one  of  them  were  competent  to  do  all  the  business  through 
that  territory. 

Q.  (Bv  Mr.  Kennedy).  What  benefit  wonld  the  pnblic  have  if  there  were  but 
one  of  tnose  roads,  as  you  see  It  now':' — A.  I  never  have  known  of  an  instance 
where  we  succeeded  in  reducing  the  coat  of  transportation  that  in  the  end  the 
pnblic  did  not  receive  the  benefit  of  it. 

Q.  (By  Mr.  C'.  J.  Haukir.)  If  one  road  conld  secore  the  whole  tonnage  and 
traffic  or  the  two  roads  they  would  bo  able  to  make  some  reduction  in  cnarges 
perhaps  on  account  of  that  increased  hnslnees? — A.  The^  certainly  conld. 

Q.  Some  20  or  99  per  cent,  perhaps?— A.  I  wonld  not  like  to  state  the  amount. 

Q.  Well,  it  wonld  be  souie  percentage  of  reduction?— A,  They  certainly  could 
do  that,  and  had  legislation  been  directed  to  preventing  the  building  of  the  com- 
peting lices  which  were  unnecessary  and  to  the  restriction  of  the  capital  IssneB 
.  upon  which  profits  ehonld  have  been  paid  to  the  existing  lines,  then  the  legislation 
would  have  been  in  the  line  of  affording  a  better  solution  to  this  problem  than  it 
has  tbns  far  done. 

Q.  Do  you  think  that  withont  this  competition  the  then  existing  railroad  wonld 
have  reduced  traffic  charges?— A.  As  leay,  I  have  never  known  an  instance  where 
we  succeeded  in  reducing  the  cost;  of  transportation  that  ultimately  the  benefit  ot 
that  did  not  go  to  the  pnblic.  It  is  a  very  narrow  qnestion  and  very  difficult  to 
answer  as  to  whether,  without  any  competition  whatever,  a  reduction  would 
have  been  made.  That  is  going  into  the  field  of  theory  to  too  great  an  extent,  but 
yon  must  bear  in  mind  that  A)neric»  is  competing  with  the  world.  The  price  at 
which  we  ship  a  car  of  grain  from  Chicago  to  New  York  is  not  lixed  by  the  rail- 
road. It  is  lixed  on  the  Bourse  of  France,  by  the  markets  ot  England  and  the 
Continent,  and  it  is  in  competition  with  the  Argentine  Republic,  with  India,  Rus- 
sia, and  all  other  producing  countries.  It  costs  so  much,  or  at  least  the  producer 
Is  willing  to  Bell  it  at  the  point  of  production  tor  so  much;  it  is  worth  so  much  at 
foreign  markets:  shall  America  step  in  and  take  that  or  leave  it? 

Q.  (By  Mr,  Kennedy.  )  It  is  liirgely  the  railroads  that  must  decide  whether  the 
American  farmer  gets  tjie  forelgii  market  for  his  grain?— -A.  To  some  extent. 
Now,  being  forced  to  carry  that  export  trade  in  competition  with  the  world,  It 
would  have  been  an  imp:<BaibiIity  for  them  to  so  advance  rates  as  to  cripple  aeri- 
onsly  or  produce  any  injustice  toward  shippers.  That  is  my  answer  to  your  qnea- 
tionas  to  whether  if  it  had  not  been  for  this  competition  we  would  have  reduced 
the  rates. 

Q.  Doeanottheshipmentof  grain  by  the  Mississippi  River  and  the  Qnlf  have  an 
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Infinence? — A,  It  has  a  very  gre&t  inflaence;  Ilkewiie  ehlpment  ou  the  lakes  to 
Buffalo  and  on  the  canal  from  there  to  the  St.  Lawrence  River  and  the  Canadian 
line. 

Q.  (By  Mr.  RiplRT.)  The  state ment  has  been  made  in  the  past  that  the  Brie 
Railroad  has  been  rather  prominent  in  providing  low  rates  of  freight  as  in  com- 
petition with  some  of  the  trank  lines.  That  condition  prerailed  throngb  some 
yearsin  the  past,  did  it  notT— A.  Welt,  I  wonld  not  like  to  say  that  I  was  any  more 
virtnoas  than  ray  oompetitora. 

Q.  I  did  not  pnt  it  on  the  ground  of  virtae.    Yon  got  a  larger  volume  of  ton- 

ge,  did  yon  not"    "  "       ' '^'    —     '--  - 

n  of  tonnage  tl 

te  that  it  was  n 

Q.  And  that  rate  even  for  a  road  like  yonrs,  which  ites  well  inside  of  our  terri- 
tory, is  nndonbtedty  affected  by  competition  of  roads  that  lie  in  Canada? — A.  The 
competition  of  the  Canadian  roada  is  a  very  important  factor  in  the  rates  of  the 
American  roads. 

<j.  Even  as  far  south  as  the  territory  tbrongfa  which  yon  operate?— A.  Even  aa 
far  Bontb  as  New  Orleans. 

Q.  Can  yon  explain,  by  example,  what  yon  mean  by  the  latter  statement? — A. 
Because  it  goee  right  back  to  a  statement  I  have  made  in  regard  to  this  foreign 
export  business.  If  a  man  can  export  his  shipuient  via  Montreal  at  a  lower  rate, 
if  that  rate  is  not  met  by  the  roads  via  Galveston  and  New  Crleans.  then  they 
must  forego  the  business.  Likewise,  if  it  ia  not  met  by  the  roads  through  the  inte- 
rior they  must  forego  it.  It  makes  no  difference,  mat«Tially,  to  the  exporter 
whether  that  property  passes  through  Montreal.  Portland,  Boston,  New  York, 
Philadelphia,  Galveston,  or  New  Orleans. 

a.  Would  it  not  be  an  advantage  to  the  roads  in  American  territory  If  that  com- 
tion  with  the  Canadian  roads  ceased  to  exist?— A.  If  tbey  were  bronght  under 
the  same  laws  and  regulations  as  we  are  I  do  not  know  whether  there  would  bo 
any  more  propriety  in  eliminating  them  from  the  field  than  in  eliminating  us,  but 
as  long  as  they  are  free  from  restriction  we  are  compelled  to  ob<ierve  their  compe- 
tition. 

<i,  I  want  to  ask  about  the  growth  of  the  Erie  system.  What  is  the  present 
relation  of  the  Hew  York,  Susqnebiuina  and  Western  and  the  Brie  Railroad?— A. 
The  capital  stock  of  the  New  York,  Susquehanna  and  West«m  is  owned  by  the 
Erie  RaUroad. 

^.  The  entire  stock? — A.  Substantially.  It  was  taken  through  an  exchange  of 
stocks. 

1^.  Is  that  the  same  relation  that  exists  at  the  present  time  between  the  Erie 
Railroad  and  the  short  road  of  the  Brie  and  Wyoming  Vallev,  which  has  recently 
been  ncqnlred?- A.  The  Brie  and  Wyoming  Valley  road  is  tne  rood  that  belonged 
to  the  Pennsylvania  Cofd  Company,  and  extended  from  Hawley  to  Sr'ranton.ln  the 
anthracite  re^on.  They  also  own  the  road  from  Hawley  to  Lockawaien,  the 
latter  being  under  lease  to  us— the  Erie  Railroad. 

Q,  The  purchase,  then,  of  the  Pennsylvania  Coal  Company  carried  with  it  the 
purchase  of  that  road?- A.  Of  the  Erie  and  Wyoming  VaUey;  yes. 

C^.  ThepurchaseofthePennsylvftniaCoalCompany  will  very  considerably  affect 
your  proportion  of  the  total  tonnage,  will  it  not?^A.  It  simply  preserves  to  us  the 
tonnage  we  have  enjoyed  since  the  BKlstence  of  the  two  properties,  38  years. 

Q.  They  have  always  shipped  over  your  line?— A.  They  have. 

Q.  It.  however,  gives  yon  a  permanent  guaranty  of  stability  of  traffic  in  this 
way?— A.  It  does,  and  thatwaaoneof  the  greatest-one  of  the  controlling  features 
in  the  purchase.  If  the  relations  that  have  existed  in  the  past  between  the  Penn- 
sylvania Coal  Company  and  the  Erie  road  could  have  been  guaranteed  there  would 
have  been  no  object  whatever  tonein  thepurchase  of  the  Peunsvlvania  Coal  Com- 
pany, because  we  were  carrying  all  their  trafBc.  At  timeswe  tnonghtwe  did  not 
get  A  fair  diTieion  of  the  rate,  but  that  wan  a  matter  of  bargain  and  nale. 

Q.  Was  not  that  the  same  division  of  the  rate  that  was  accepted  by  the  other 
dealers?— A.  No:  it  was  the  division  of  the  transportation  of  tne  two  railroads 
that  I  have  referred  to 

Q.  But  there  was  perhaps  friction  in  that  respect  owing  to  the  fact  that  that 
company  owned  that  railroad? — A,  That  was  a  factor  in  it. 

Q.  Is  the  price  of  thei  '        "'         '  

public  record?~A.  It  is 

Q.  Will  you  then  state  that  price  to  us?— A.  Tbe  price  was  (32,000,000,  in  4  per 
cent  collateral  trust  bonds,  and  JiS.OOO.UOO  in  preferred  stock, 

(j.  That  represents  a  ^urchsse  of  the  company  at  what  market  figure,  as  com- 
pared with  its  value  during  recent  years?— A.  1  do  not  know  of  any  public  value 
that  has  been  placed  on  the  Erie  and  Wyoming  Valley.  It  was  a  oompuiy  of 
very  small  capitalization. 
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Q.  I  refer  to  the  PennBylvania  Coal  Company. —A.  The  PennflylTonia  Coal  Com- 
panv  only  had  a  capitalization  of  |5,000,CKK).  It  was  one  of  the  oldeet  companiee 
in  tne  field,  and,  as  I  aay.  businesB  relatione  have  existed  between  the  two  coin- 
paniBB  since  its  formstiDn,  over  S8  years  ago.  Unfortunately,  the  EMe  Rail- 
road in  ita  coal  bneiness  jnat  reached  the  edge  of  the  promised  luid.  In  other 
words,  we  went  to  Carbondale  with  out  Jefferson  branch,  connecting  with  the 
Susquehanna  on  the  west,  and  we  went  fai  Liockawazen,  and  afterwards  to  Haw- 
ley.  We  did  not  reach  the  absolute  point  at  which  this  property  was  prodnced, 
wirh  the  resnlting  effect  that  we  were  subjected  to  large  lateralB  fTom  the  roads 
which  did  reach  and  control  them. 

Q.  In  other  words,  they  took  an  nndne  proportion  of  the  through  rate?— A.  We 
always  thought  they  did;  probably  thev  thought  otherwise.  At  all  events  they 
got  it.  Now,  the  incentive  for  the  purchase  bj;  the  Erie  Railroad  of  the  Penn^l- 
vania  Coal  Company  was  the  continaance  to  its  Hues  of  a  transportation  which 
it  has  enjoyed  for  a  great  many  years  and  the  insuring  its  own  fuel  supply  by 
absolutely  controlllag  the  source  and  putting  its  own  cars  by  its  own  power  under 
ite  own  breakers.  We  consame  on  onr  road  3,200, WO  tons  of  coal  every  year  in 
the  condact  of  our  bnsinees.  of  which  850,000  tons  is  anthracite. 

Q.  What  proportion  of  that  anthracit«  production  from  yonr  field  and  trib- 
utary fields  goes  to  New  England  and  the  Weet,  respectively,  and  to  tide  water?— 
A.  I  can  not  state  that  proportion  eiactly.  The  Pennsylvania  Cool  Company  and 
the  Delaware  aqd  Hudson  ship  each  about  a  million  tons,  I  think  we  pull  about 
three  million  tons  to  tide  water  onHBlves.  As  to  what  becomes  of  that,  otter  it 
goes  to  tide  water,  how  much  Is  consumed  here,  and  how  much  goes  to  Sound 
pointa  and  around  Cape  Cod  and  to  New  England  points.  I  have  not  figures  at  my 
command  to  show, 

Cj.  Bnt  practically,  so  far  as  you  are  concerned,  all  New  England  tonnage  goes 
l^  water?— A.  No;  we  dispose  of  some  New  England  tonnage  by  Fishldll  and 
Newbnrg, 

Q.  Will  yon  explain  aa  to  whether  there  are  compound  rates  in  force  between 
the  coal  field  and  Hew  England? — A.  I  do  not  know  what  a  compound  rate  is. 

Q.  The  statement  has  been  made  before  this  commission  that  one  rate  was 
chuged  to  the  Hudson  River,  and  that  then  another  rate  was  charged  from  thereon. 

In  outer  words,  that  the  through  rate  to  Boeton A.  ilnterrupting.)  Was  the 

snm  of  those  two  rates? 

Q.  Was  the  same  as  those  two  rates;  yes,  la  that  practice  in  force  via  the  Har- 
lem River? — A.  1  do  not  know;  we  do  not  handle  any  coal  that  way. 

Q.  By  the  Hudson  R1ver?-'A.  Yes;  I  think  that  is  the  way  the  rotes  are  made. 

Q.  will  yon  state  what  practical  reason  exists  in  business  for  making  doable 
rates?— A.  The  ability  of  the  New  Hoven  road  to  exact  a  rate. 

Q.  Bnt  at  Fishkill  yon  connect  with  other  New  England  roads?— A,  No;  we 
connect  with  the  old  New  York  and  New  England,  which  is  now  a  part  of  t^e 
New  York  and  New  Haven  system. 

Q.  The  coal  does  not  come  through  on  a  through  bill  of  lading?— A.  No;  I  think 
not.  1  think  the  ratee  are  through  rates;  I  thfnk  the  coa!  is  billed  through,  bnt 
the  division  is  agreed  upon.  I  think  it  gives  the  New  Haven  road  a  very  innch 
larger  proportion  per  ton  per  mile  than  the  road  west  of  the  river  gets. 

^.  In  otner  words,  the  road  in  New  England  territory  gets  a  larger  proportion 
than  the  mileage  seems  to  Imply?— A.  Yea;  that  is,  it  is  not  pro  rated  per  ton  mile 
over  the  two  roads. 

Q.  Why  is  the  New  Haven  road  able  to  exact  thle-becatiBe  it  monopolizes  aoer- 
tain  territory? — A.  Largely. 

Q.  Would  thot  not  be  an  indication  of  the  possible  danger  in  granting  a  monop- 
oly of  territory  to  a  road  or  a  set  or  combination  of  roads?  Would  It  not  indicate 
that  they  oonld, in  ameasure.eetanarbitrsryrate? — A.  No;  bw^nse.on  the  otlier 
band,  they  are  exposed  to  the  competition  of  the  water.  They  are  also  exposed  to 
the  competition  of  the  Fitchbnrg.  Delaware  and  Hudson  and  the  Boston  and 
Maine  from  the  northern  ports,  and  also  from  the  competition  of  bitnminons  coal 
from  Virginia  fields, 

<J.  Stilldoes  not  that  leave,  within  a  definite  territory,  each  of  the  roads  o  cer- 
tain traffic  which  it  can  oheolntely  control?— A,  Poasibly. 

Q.  That  is,  all  points  in  New  England  are  certainly  in  competition?— A.  No, 

6.  There  are  many  points  on  the  Boston  and  Maine  and  New  York,  New  Haven 
and  Hartford  territory  which  are  entirely  controlled  by  the  road  in  whose  terri- 
tory they  lie?— A.  Yes. 

Q.  The  point  I  am  getting  at  Is  simply  this:  To  ask  you  whether,  if  a  monopoly 
of  traffic  in  a  given  r^on  has  to  be  given  to  the  roads,  instiring  them  stabihty  of 
traffic  and  vrltn  the  desired  result  of  stability  in  rates,  there  ought  not  to  he  some 
rcttulfttive  power  to  determine  when  these  ratee  are  jnst  and  reasonable;  that  is, 
whether  mtmopoly  doea  not,  with  all  it«  advantages,  from  one  point  of  view,  imply 
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fKOue  regulative  power  od  the  other?— A.  PoBsibly;  yen;  bnt  a  manager  vho 
nndertakeB  to  nork  on  that  line  of  policy  would  booh  ruin  hU  bnainew  b^  SMolntely 
dryiiiK  Dpbiasonrceof  supply,  and  would  pat  h)B  territory  at  each  a  diBadrantMe 
witii  the  remaiaing  portion  of  the  country  that  neither  the  mannfacttirer  nor  tbe 
transporter  conld  exist,  and  he  n-onid  be  forced  toreco^ize  that conix>etition, even 
though  he  disregarded  all  moral  and  other  obligations. 

Q,  That  would  be  true  certainly  if  you  were  speaking  of  a  long  term  of  ^ears. 
Might  it  not  be  {Kisaible,  however,  for  a  certain  board  of  directors  and  administra- 
tion to  come  in  and  milk  that  territory  for  speculative  pnrpoees  while  they  main- 
tained control  of  that  road?— A.  Yes;  but  my  experience  is  that  specnlatore  can 
milk  more  quickly  through  Wall  street  than  throngh  any  snch  method  as  that. 
What  they  want  is  the  dollar,  and  they  want  it  quick.  They  may  ultimately  get 
oat  tbroagh  some  each  chaimel  as  that.  The  latter  is  too  tortuous,  too  leagtny, 
and  too  dangerous  a  cliannel  to  pilot  the  speculation  through  safely. 

Q.  Ajid  yet  have  tliere  not  been  samples  of  squeezing  of  territoiy  in  a  way  to  be 
not  L'ertainly  in  the  permanent  interest  of  the  property,  but  which  has  occnrred 
by  reason  of  temporary  controi?— A.  1  do  not  recall  any  instances  of  that  kind, 
and  in  my  experience  I  never  knew  an  appeal  made  by  a  majority  of  mannfao- 
tnrere  or  by  oommnnitiea  in  which  the  attention  of  manages  was  called  to  their 
condition,  the  impossibility  of  their  meeting  other  competition  fairly,  of  sustain- 
ing themselves,  that  was  not  promptly  and  fairly  and  liberally  met.  It  Is  to  the 
interest  of  every  railroad  maoE^er  to  develop  and  sustain  to  the  greatest  extent 
the  business  along  his  line.  We  run  trains  on  which  we  carry  people  that  do  not 
at  times  pay  us  the  cost  of  their  transportation.  Wby?  Becaaae  we  wmat  to 
develop  that  country;  we  want  to  induce  people  to  go  there  and  manafactureiB  to 
settle  there:  and  the  difference  between  having  a  thickly  settled  community  along 
yonr  line  and  having  a  wilderness  ia  stircess  or  failure. 

Q.  Does  the  purchase  of  the  New  Jersey  Central  by  the  Philadelphia  and  Read- 
ing road  in  any  way  affect  the  proportion  of  your  tonna^,  the  volume  or  the 
cbaraoter  of  it,  as  far  as  yon  are  concerned?— A.  Not  a  particle. 

y.  In  other  words,  the  allotment  of  tonaage— of  coal  tonnage — la  so  firmly 
established  that  the  consolidation  of  two  or  three  roads  will  not  affect  it? — A. 
Ezon^  the  interruption;  there  is  no  allottage  of  tonnage.  But  the  tonnage  that 
huneetlv  belongs  to  each  road  and  is  marketed  by  it  is  ao  thoroughly  estoolished 
and  well  fixed,  being  the  resalt  of  years  of  working,  whether  that  la  controlled  by 
one  or  two  companies  cuts  no  figure  whatever. 

Q.  (By  Mr.  Kennedy.)  Didnotsomeot  those  roads  complain  at  times  that  they 
did  not  have  their  proper  allotment,  that  their  allotment  should  be  increased, 
etc.? — A.  There  is  no  allotment,  and  there  has  not  been  since  I89T,  I  am  very  par- 
ticular in  making  that  point,  because  of  charges  made  in  reepect  to  combinatiooB. 
I  never  knew  anybody  to  think  that  he  got  enough,  and,  naturally,  the  railroad 
managers  are  made  up  of  tbe  same  clay  as  the  balance  of  the  world. 

y.  They  complained,  some  of  them,  that  they  did  not  ship  their  proper  propor- 
tion of  the  entire  production'r— A.  I  think  the  Erie  road  doesn^  get  enough,  either 
in  tonnage  or  money. 

Q.  If  you  think  not.  you  may  increase  your  production,  if  yon  have  facilities  to 
do  so?— A.  Yes;  and  1  cant  make  any  money  by  doing  so,  but  by  increasing  pro- 
dnctlon  and  extending  my  markets  I  am  polling  down  the  price  on  all  my  boMneBS. 
I  would  think  about  it  a  little  while  iiefore  being  very  ^gressive  on  that  IJna 

Q.  The  railroad  men  are  thinking  more  wisely  and  Intelligently?— A.  By  experi- 
ence. 

y.  The  effect  would  be  to  pull  down  prices? — A.  Certainly;  yea.  Suppose  I 
am  transporting,  and  I  legitimately  place  100  tons  which  I  am  marketing.  Now, 
I  can  go  over  in  some  other  man's  field  and  I  coald  make  my  transportatiOD  110 
tons,  but  by  doing  that  I  pull  down  my  100  tons,  for  which  I  am  getting  a  (air 
price,  to  the  level  at  whiten  I  am  currying  that  110  tons.  It  ia  not  good  commer- 
cial policy. 

(j.  iint  the  public  gets  cheaper  coal? — A.  For  the  moment,  yes;  in  the  end,  no. 

Q.  Do  yon  diapoae  of  your  product  at  tide  water  at  practically  the  same  level  as 
the  other  coal  roads  dispose  of  theirs?— A.  The  prices  vary  slightly.  I  think  we 
get  alxint  the  same  prices  as  the  others.  There  areshadeeot  difference  in  theconi, 
and  there  ore  tastes  in  tbe  bayera.  Some  people  give  more  for  one  particular  0<m1 
from  some  particular  mine  than  they  will  give  for  coal  from  another  mine.  For 
instance,  the  Lehigh  has  ii  more  extended  reputation  than  the  Lackawanna  coal, 
and  can  demand  a  little  higher  price  in  the  mHrkets. 

Q.  Isthereany  sort  of  connection  in  determining  what  the  price  shall  be  in  New 
York  or  tide  water?— A.  No;  1  can  not  pav  there  is  any.     There  are  consnltationa 

inregard  toit.    The  Reading  is  tbe  largest  producer.    That  company  sr—" 

axes  the  price,  and  we  generally  follow. 
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Q.  ( By  Hr.  C.  J .  Harris.  )  Is  there  »  market  price  for  c«al  every  day  about  the 
same  as  for  wheat? — A.  The  price  does  not  vary  to  that  extent. 

Q.  (ByUr.EXNNBDV.)  TheReadinR&xestheprioe.yonsay?— A.  Not  Invariably. 
Somaoftjie  larger  companies  lead  off  in  their  pricee,  and  the  rest  foil  a\- 

Q.  (ByMr. -^ "^-  "  -'' '  -     ■ 

tion  of  the  nt 
UDderstand. 

Q.  la  not  the  cost  o[  carrying  their  interest  obarsea  on  these  undeveloped  coal 
lands  pnt  upon  the  earning  piiwer  of  the  corporation? — A.  That  may  have  been 
tbe  case  origrinslly,  but  thu  Reading  has  been  throngh  bantinptcy  so  many  tinies 
since  it  acqnired  that  land  that  I  think  it  would  be  difBcult  for  it  to  obtain  that 
increase.  At  all  eventa,  the  Reading  can  secure  no  more  for  tranaportation  than 
tbe  rest  of  ns. 

Q.  Yon  would  say,  then,  these  snccessive  reorganlsatio&a  practically  cat  otit 
any  excess  of  capitalization  dne  to  the  pnrchase  and  retention  of  those  coal  lands? — 
A.  If  I  were  the  security  holder.  I  shonld  think  so.  Uf  contse,  all  that  is  specu- 
lative—gneas  work — as  to  whether  that  has  or  baa  not  1>een  done. 

Q.  (By  Mr.  C.  J.  Harhir.)  What  is  there  to  prevent  an  abnormal  price  being 
charged  for  coal,  provided  that  tbia  commonity  of  interest,  if  there  is  any  snch— 

Erovided  the  whole  anthracite  snpply  ahonid  be  oontrolled  by  a  few  hiuida?  It 
as  been  stated  bere  by  certain  witnesses  that  the  anthracite  deposits  are  a  natu- 
ral monopoly,  belnp  limited  in  extent  and  no  others  being  discovered.  What  are 
the  circnmstances  or  the  reasons  tbat  would  prevent  a  very  high  and,  we  might 
say,  nnreasonable  price  for  anthracite  coal  being  charged?— A.  There  are  a  great 
many  reasons.  First,  anthracite  coal  is  not  a  necessity,  absolutely;  to  a  very 
sreat  extent  It  is  alnxnry,  BecHnseof  its  cleanliness  and  the  more  economic  and 
Better  manner  in  which  It  can  be  handled  it  is  better  adapted  for  furnace  and 
honse  nse  and  snch  purposes  us  those.  But  the  competitioD  of  anthracite  with 
bitnminons  coal  la  one  Uiat  ia  continnally  growing.  If  yon  will  trace  the  history 
of  the  anthracite  industry  you  will  find  that  the  increase  has  been  in  latter  years 
not  in  the  prepared  sizes,  but  what  was  formerly  known  as  the  refase.  The  great 
increase  has  been  from  the  small  sizes— from  waaheriee— the  washings  of  the  old 
cnim  banks.  There  ia  where  the  increase  in  the  prodnction.  if  on;^,  baa  been. 
There  has  been  very  little  increase  in  the  prepared  sizes.  In  this  city,  take,  the 
building  of  apartment  houses.  One  of  these  large  apartment  honses  will  proba- 
bly accommodate  as  many  people  as  a  dozen  boasee  used  to  accommodate,  all  of 
which  did  nse  broken  sizes.  Now  theee  apartment  honses  use  anthracite  mixed 
with  bitaminons  or  bituminons  altogether.  The  beat  that  can  be  said  of  Uie 
anthracite  Industry  is  that  for  several  years  it  has  been  atationary.  It  ia  not  a 
growing  industry.  It  only  grows  with  the  increase  of  houses.  While  that  is 
<^nite  an  increase,  it  is  more  than  offset  by  the  competition  it  has  met  with  in  the 
increase  in  the  nse  of  coke,  gas,  oil,  and  In  other  ways. 

Q.  (By  Mr.  Sennedy.)  The  consumption  of  bituminous  coal  goes  on  in  a 
greater  increasing  ratio  than  the  consumption  of  anthracite? — A.  Ob,  enormously 
so.  The  anthracite  industry  has  a  capacity  of  prodnction  in  this  country  of  about 
60,000,000  tons  a  year.  That  can  be  increased  nndonbtedly  by  additional  develop- 
ment, but  the  country  can  only  take  and  diapose  of  about  45,00U,000  tons  a  year. 
Now,  there  are  15,OUO,000  tons  of  ability  to  produce  in  excess  of  our  market  What 
are  you  going  to  do  with  it?  Throw  it  in  the  North  River  or  restrict  it  to  what 
the  country  ilemands  and  what  yon  can  market  at  a  fairly  reasonable  price? 

(j.  (By  Mr  C.J. Harris.)  What  is  the  probable  length  in  years' duration  of 
theanthracitecoalaupplyof  the  United  3tatea?  Have  you  any  estimate?— A,  Oh, 
I  should  tbiuk  that  40  or  DO  years  will  see  the  substantial  extinction  of  many  of 
th«anthrBcite  Gelds.  The  Reading.  I  understand,  say  that  they  have  enough  to 
Ust  about  100  years.  I  do  not  know  how  that  is,  but  50  to  60  years  in  the 
Lackawanna  Valley  will  see  pretty  large  inroads,  and  the  mining  is  constantly 
increasing  in  cost.  The  expense  of  producing  it  Is  increasing  with  the  depth  of 
the  mines  and  the  difScnlties  of  water  and  gas.  Now.  the  largest  production  we 
have  bad  of  anthracite  coal  in  this  country  was  in  18d»,  when  we  produced 
47,000.000  tons.  Last  year.  1000.  we  only  produced  4.'i,000.000  tons.  That  falling 
off  was  due  to  a  two-months'  strike. 

Q.  Forty- seven  million? — A.  Forty-seven  million. 

Q.  Some  one  stated  it  was  00 .000 .000.— A.  Whoever  stated  it  was  60,000.000  was 
in  error.    There  is  an  tbility  to  prodnceOO. 000,000,  and  there  has  been  an  abnormal 

goduction  of  anthtacitA  coal  since  lost  November,  That  is  due  to  the  fact  that 
September  and  October  the  mines  were  absolutely  idle  and  no  coal  was  pro- 
duced on  account  of  the  strike.  That  eihanated  stocks  around  the  country,  and 
it  natnrally  followed  that  January  and  December,  usually  quite  dull  months, 
have  had  an  abnormal  demand  made  <m  tbem  to  replenish  ezhausted  stocks. 
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Q.  I  ma;  be  vrrong:  but  I  think  a  witness  said  at  that  time  the  prodoctton  WM 
Koiug  on  at  the  rate  of  60.000,000  tons.— A.  Y«s;  the  Jannary  prodncMon  was  a 
little  over  ^,000,000  tons,  which  wonld  be  at  the  rate  of  a  llttleorer  60,000,000  tons, 
bnt  the  anthracite  mines  have  never  been  able  to  work  much  over  23&  days  In  the 
year. 

Q.  (By  Mr.  Ripley.)  What  diEScnltyis  therein  prodnoinganifonnlythroaKh- 
ont  the  year  and  storing  all  the  excessive  production  dnring  the  spring  and 
snmmer  for  the  4  months?— A.  To  eame  extent  that  ie  being  attempted;  that  is 
also  to  <|mte  an  eit«nt  a  little  bit  of  a  problem. 

Cj.  Will  yon  specify  further  in  respect  to  that? — A.  The  demand  in  the  summer 
montha  is  for  coat  to  be  tranaported  to  the  West,  Chlcaso,  and  np-lijce  porta, 
which  must  go  forward  dnring  the  season  of  navigation.  Now,  to  stock  at  tide 
water  is  a  very  oxpenaive  proceeding— to  get  right  at  tide  water,  where  yon  can 
transfer  from  yonr  stock  piles  to  your  boats,  ts  a  matter  of  considerable  expense; 
the  reliandling  of  that  coal,  the  wastage  and  breakage  of  it,  all  add  to  Its  cost. 
Another  thing:  Very  large  stocks  of  coal  are  always  a  menace  to  the  market 

Q.  It  is  rather  dangerons,  then,  for  a  company  to  be  loaded  np? — A.  It  is  dan- 
gerons:  it  is  eipensiyo.  Yon  take  a  stock  of  500,000  tons  of  coal.  The  expense  of 
XiFodncing  that,  of  piling  it  np;  expense  of  refaandling,  wastage,  form  a  very  con- 
siderable item  of  the  cost  of  tnat  product,  which  could  be  more  cheaply  prodnced 
and  disposed  of  from  day  to  day. 

(j.  (By  Mr.  C.  J.  Hakrik.)  1  suppose  anthracite  coal  would  not  deteriorate  in 
0  montha,  would  it?  —A.  Not  in  6  months;  bnt  there  is  a  certain  amount  of  dete- 
rioration, and  no  customer  will  pay  as  mncfa  for  coal  that  has  been  eipoeed  for  a 
long  while  as  for  freshly  mined  coal. 

Q.  (By  Mr.  Ripley.)  It  gets  dull?— A.  Getfl  dull  fn  appearance;  andtheappear- 
ance  of  the  coal  is  a  factor  in  the  sale  of  it.    The  anuiradte  indnatry  in  early 

J  ears  was  a  very  profitable  industry.  Naturally  it  proceeded  on  very  wasteftu 
nes.  There  was  nothing  to  call  for  any  economical  stndv  of  the  prohlem  or  ' 
its  development  upon  these  lines,  and  many  of  the  breskers  tibere  to  day  are  anti- 
qnated.  And  the  transportation  of  anthracite  coal,  as  it  has  been  in  the  past  and 
is  to-day,  is  the  most  extravagant  transportation  that  I  have  ever  known  of.  For 
instance,  we  have  mines  on  one  side  ot  the  Lackawanna  Valley  up  on  the  hill  and 
we  haul  coal  down  into  the  valley  and  up  the  hill  on  the  other  side  going  to  tide 
wat«r.  We  have  mines  on  the  opposite  in  which  we  drop  that  coal  into  the  val- 
ley and  bant  it  np  on  the  other  siae  to  go  West.  Bnt  these  things,  through  our 
recent  acquisitioa  of  control  of  the  Erie  and  Wyoming  Valley,  the  Pennsylvuiia 
Coal  Company,  we  shall  to  qniteanext«nt  eliminate;  andthereisagreatdealmore 
of  such  work  that  conld  bedone  toadvantage.  As  the  markets  de  velmt  the  neoesaity 
for  theeeeconomies.tbe  more  intelligently  will  we  be  forced  to  study  them  andapply 
them:  but  when  anttiracite  coal  sold  for  $0  at  tido  water  there  was  so  muchmoney 
in  it  that  there  was  no  inducement  for  a  man  to  apply  economical  measures. 

Q.  (By  Mr.  C.  J.  HARRIS. )  Would  yon  say  that  the  profits  accruing  to  the  coal 
roads  from  the  handling  ot  theanthracitetrsde  were  unreasonably  large? — A.  I  do 
not  think  so.  I  do  not  think  they  have  been  large  compared  with  the  profits  that  the 
individual  operators  have  made,  i  can  recollect  individnal  operators  who  were 
carrying  theirdinners  in  their  pails  when  Icameon  the  Erie  Railroad  thirteen  years 
ago  who  are  living  at  the  Waldorf-Astoria  now.  1  really  do  not  believe  they  are 
subjects  of  charity, 

Q.  (ByMr.  EiPLBi 
rary  few  of  them,  t 
running  their  automobiles. 

Q.  (By  Mr.  O.  J.  Hariiir.)  What  is  the  prioe  of  ooal,  wholesale,  here  In  New 
York?- A.  I  did  not  charge  my  mind  vHth  that  It  is  a  matter  of  detail  I  should 
not  like  to  answer,  because  I  should  want  to  speak  accurate'y  on  that.  I  do  not 
think  there  wonld  have  been  any  advance — in  fact,  I  know  there  would  have  been 
no  advance  in  the  price  of  anthracite  coal  in  New  York  this  winlier  If  it  had  not 
been  for  the  advanced  price  that  was  paid  to  labor  last  fall. 

Q.  (By  Mr.  Kennedy.)  Areyou  infavorof  applyingtheprlncipleof  arbitratdon 
to  aiBpnt«B  between  capital  and  labor  of  the  magnitade  of  that  in  the  anthracite 
region  last  summer?— A.  No;  I  hardly  tliink  the  time  has  arrived  in  this  country 
when  that  can  be  done  with  jnetlce  to  either  party,  I  do  not  think  we  are  yet 
educated  np  to  the  point  where  we  can  safely  commit  onrselvee  to  that  course  of 
procedure.    I  am  in  favor  o(  negotiation,  always. 

U.  You  recognize  that  there  were  three  parties  at  interest  in  the  controversy  last 
all?— A.  Yes, 
_(j.  The  employers  of  labor,  the  laborers— the  miners— and  thepnbllcT— A.  There 

Q.  Are  not  the  public  quite  as  much  a  por^  at  interest  as  any  of  the  othan?— 
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A.  Tea;  bntnomoreso,  ftretbej?  Now,  let  meaDswer  that  bjr  reciting  RlitUecon- 
ditioQ  there.  The  antbrocite  coantiy  had  not  had  a  strike  ia  twenty  years.  Labor 
waa  well  paid— fairly  well  paid;  the  great  difficnltywasnot  with  the  rate  that  whs 
paid,  fant  with  the  fact  that  laborersconld  not  eecnresafficienttyBlead}' work;  that 
there  was  not  enoagb  days  work  in  the  year  to  aSord  to  them  as  large  a  compensation 
as  the  mitiers  in  the  bltwuinoiis  r^on.  Professional  agitators  took  advantage  of 
tbatcircumatanoeandcamedownintoaconntry  where  all  was  peace  and  qaietnees, 
where  there  bad  been  no  strike  in  twenty  yeara.  and  where  there  wax  really  nocauae 
for  their  benevolent  Berrioee,  and  stirred  np  all  this  agitation  and  organization 
with  the  reealting  effecta.  They  bad  a  perfect  right  to  do  what  they  did;  I  ant 
not  questioning  that  at  all,  I  am  only  reciting  facts.  The  conditions  existing 
between  many  of  the  miners  and  the  employers  there— individnal  operators — par- 
took largely  of  the  natare  of  personal  relations.  A  great  deal  had  been  done  for 
thran  in  the  way  of  contrlbntions,  donations,  hospitals,  charitable  work. 

Q.  Do  yoa  anderstand  that  practicallv  the  great  mi^iority  of  the  miners  in  that 
r^on  are  now  In  the  United  Uine  Workers'  organization? — A.  1  nnderstand  they 

Q.  Do  yon  bdieve  that  a  professional  agitator  who  had  not  really  the  interest  of 
the  men  at  heart  conld  come  to  a  region  like  that  and  find  only  10,000  organized 
and  bring  in  140.000  practically?— A.  I  think  he  coald. 

Q.  I  want  to  ask  yon  if  yon  do  not  believe,  the  pnblic  being  snch  a  large  party 


atinterest,  anffering  aa  everybody  didand  as  it  was  threatened  that  all  wonld  sulfer 
agreatdsol  more,  mat  there  shonld  be  some  compelling  legal  force  to  bring  abont  a 
sntlementof  tronblesof  that  n:Bf^tnde?— A.  It  certainly  wonld  be  very  desirable 


If  th^  was  Bome  method  by  which  that  conld  be  done  with  jnstice  to  all  parties. 

Q.  Do  yoti  believe  in  compnlsory  arbitration,  so  called?— A.  Based  on  the  expet' 
lence  of  New  Zealand,  I  am  not  prepared  to  say  that  I  do. 

Q.  Why  do  railroads  give  lower  rates  for  exports,  for  carrying  grain  or  other 
articles  for  export  than  they  do  for  domestic  purposes? — A.  Beeanse  of  the  com.- 
petition  of  the  world  we  are  meeting. 

Q.  I  want  to  ask  yon  if  yon  consider  it  an  injustice  to  the  American  miller  and 
the  American  mannfactnrer  of  ^rain  products  that  the  grain  is  carried  at  so  mnch 
lower  rate  for  export  than  their  prodncts  are  carried  to  the  seaport? — A.  1  am 
not  willing  to  admit  that  that  is  done  to  so  large  an  extent  as  to  admit  of  any  dis- 
oriminatlon  against  them;  bnt  I  believe  that  by  increasing  tbevolnme  of  onrbnai' 
neaa  by  reason  of  that  slightly  lower  rate  for  export,  we  are  enabled  to  give  a 
lower  rate  to  the  miller  than  if  we  did  not  carry  it. 

Q.  The  millers  claim  that  It  is  in  the  interest  of  the  foreign  miller  and  foreign 
manufacturer  that  the  grain.  Instead  of  the  grain  prodncts,  is  able  to  get  so  mnch 
cheaper  rates.— A.  Yes;  I  have  beard  that  claim  made,  bnt  I  have  never  teen  it 
substantiated  yet.  It  is  certainly  to  onr  interest  to  have  the  grain  gronnd  in  this 
country.    We  wonld  rather  have  the  mills  en  onr  own  line  than  in  Edinboro. 

Q.  ~Y  on  think  the  millers  have  no  just  ground  of  complaint  on  that  score? — 
A.  I  do  not  think  they  have  a  legitimate  ground  of  complaint.  Qrain  is  inncb 
more  cheaply  handled  than  gram  prodncts.  It  loads  itself  and  is  handled  by 
machinery.  Grain  products  have  to  be  bandied— have  to  have  storehouses  pro- 
vided for  them,  and  do  not  load  as  much  per  car,  are  more  subject  to  damage. 
There  Is  every  reason  why  grain  products  sbonld  pay  a  higher  rate  than  the  grain 

itMir. 

Q.  Let  US  consider  this  condition:  Suppose  a  shipper  of  grain  prodncts  will  load 
s  car  to  its  marked  capacity  and  will  take  care  of  it  at  the  terminals  himself,  will 
he  receive  aa  low  a  rate  for  transportating  those  products  as  the  man  who  ships 
the  n'aln?— A.  No;  I  think  the  grain  prodncts  bring  a  hli^er  rate.  Grain  prod- 
nctoiiave  a  different  claasification  from  the  grain  iUeU.  They  have  been  put  into 
s  class  by  themselves. 

Q.  (By  Mr.  G.J.  Harris.)  Areyoufamiliarwiththeworkingsof  theiuterstate- 
commerce  law?  Have  you  any  changes  to  suggest  in  it?— A.  1  have  failed  to 
observe  where  tbe  interstate-commerce  law  has  been  of  any  benefit  to  the  country 
at  large  or  to  the  railroads.  The  Congress  in  its  wisdomsaw  fit  to  create  an  inter- 
statocommerce  commission  as  the  result  of  the  labors  of  a  commission  extending 
over  quite  a  long  period,  taking  an  enormous  quantity  of  tpstimony.  The  com- 
misaion  got  into  power,  and  like  all  such  commissions,  wantsmorepowsr.  They 
have  been  indnstrionslj  seeking  for  many  years  the  power  to  make  rates. 

Q.  (By  Mr.  Kennedy.)  Or  revise  rates,  which?— A.  One  is  the  same  as  the  other, 
betnuseif  yoarevia»aratefon  say  what  it  shall  be,  and  saying  what  it  shall  beia 
absolutely  the  making  of  it. 

Q.  (By  Mr.  Ripley.)  That  is  to  say.  changing  one  item A.  (Interrupting.) 

Itchaages  therelationsblpand  compels  the  other  toobserve  it.  Now,  if  I  wanted 
to  make  money,  I  would  rather  have  a  position  on  the  Interstate  Commerce  Com- 
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miasioii,  with  the  power  to  make  rates  for  thja  coantiy,  than  to  have  free  license 
to  loot  the  United  States  Treaaaiy. 

Q.  Why  so? — A.  Becaose  it  would  be  infinitely  n 

Q.  Supposing  yon  wish  to  sbuse  that  power?— 
wanted  to  make  money. 

Q.  Nevertheless  a  jnstioe  of  the  United  States  Supreme  Court  might  make  a 
very  great  deal  of  money?— A.  He  might, 

Q.  Yoa  grant  that  charaoter  is  a  great  protection?— A,  Bxactly;  bnt  I  say,  pat- 
ting the  power  ot  making  rates  in  the  hands  of  ^cy  5  men  in  a  country  whose 
induatries  are  bo  dirersifidd  as  the  indnstries  are  here,  is  too  great  a  power  to  lodge 
in  any  body,  nnlese  its  members  are  appointed  for  life;  bnt,  as  yon  say,  the  ele- 
ment of  character  enters  into  it.  It  is  not  a  safe  thing  to  pnt  into  the  hands  of 
political  partiee:  and  the  present  law  demands  that  the  present  body,  the  Inter- 
state Commerce  Gommlsaion,  shall  be  oomposed  of  only  a  certain  number  of  each 
political  party.    In  other  words.  It  is  a  political  qneetlon. 

Q.  (ByUr.  Kknnedv.)  Has  tiie  commission  any  power  or  authority  that  the 
railroads  are  bound  to  respect?— A.  Yes;  the  recommendations  of  the  commission, 
in  almost  all  respects,  in  many  respects,  have  been  followed. 

Q.  Has  accomplishsd  i^eat  good,  has  it.  tor  the  transportation  interests  of  the 
country? — A.  I  do  not  think  it  has. 

Q,  Has  it  aocompiished  anything?— A.  I  would  not  want  to  go  to  the  extent  of 
saying  it  has  accomplished  nothing.  I  do  not  think  the  intersbite-commerce  law 
has  been  a  success. 

Q.  The  powers  the  oommiaaion  was  supposed  to  bare  have  been  emascnlated  by 
court  decisions,  have  they  not?— A.  On  the  contrary,  I  think  it  hae  all  the  power 
the  original  law  intended  it  to  have. 

Q.  You  make  that  statement  after  having  read  the  debates  in  Congress?— A. 
Tes;  I  do  not  think  C<nigTese  ever  intended  that  thecommisslonHhonld  have  power 
to  make  rates. 

Q.  Does  the  Interstate  Commerce  Commission  serve  any  good  purpose  at  the 
present  time?— A.  Yes;  I  think  it  does  to  a  certain  extent.  It  aSorde  an  oppor- 
Umity  for  people  who  feel  that  the;  are  aggrieved  to  have  their  grievances  inves- 
tigated; and  ii  they  have  area!  grievance  I  believe  that  asamleit  is  remedied. 

Q.  (By  Mr.  Ripley.)  In  other  words,  it  secures  publicity  for  grievances?— A.  I 
think  you  have  expressed  it  exactly.  The  intelligent  force  of  public  opinion  is, 
after  ail,  what  makes  law  in  this  country,  and  what  enforces  law. 

Q.  In  your  jadgment  that  is  snf&cient  gaarantee  for  its  existence,  without  add- 
ing to  its  power?— A.  I  think  so. 

Q.  If  it  has  secured  tiiat,is  it  not  wellworth  theexistonceof  thebody? — A.  Yes; 

Q,  (By  Hr.KBNNEDY.)  Have  yon  any  opinion  to  express  on  the  subject  of  pool- 
ing, or  is  that  now  a  thing  of  the  past?— A.  1  think  the  railroads  of  this  country 
ought  to  have  the  power,  like  all  other  commercial  organizations,  to  make  legal 
agreements  among  themselves. 

Q.  But  the  decision  of  the  Supreme  Court  of  the  United  States A.  (Inter- 

mptiog.l  It  has  declared  we  have  none. 

Q.  Therefore,  what  results— combinations  and  comm unity 'Of-interest  arrange- 
ments, eto.?— A.  There  are  no  combinations.  Naturally,  that  has  had  a  great  deal 
to  do  with  what  is  generally  called  community  of  interest. 

Q.  There  are  no  combinations,  you  say?— A.  I  do  not  know  of  any. 

Q.  Have  there  not  been  great  combinations  in  the  Sonthem  systtan?- A.  There 
have  been.  A  great  many  roads  have  been  consolidated  and  Drought  ander  one 
management  and  one  ownership. 

Q.  Do  you  call  it  consolidation,  then?— A.  Tberehavebeen  mtM^consolidations, 
I  think,  than  there  would  have  been  but  for  the  laws  prohibiting  pooling  and 
prohibiting  agreements. 

Q.  Have  not  these  understandings  or  community  of  interest  arrangements 
between  the  railroads  done  away  with  the  qnestiou  of  pooling  to  a  very  large 
extent?  Are  the  railroads  reaching  ont  for  that  power  anymore? — A.  There  in  no 
effort  being  made  by  the  railroads  in  favor  of  any  legislation  that  I  know  of;  at 
least  we  are  not  a  party  to  any.  I  think  that  railroads  would  like,  and  1  think 
they  ongbt  to  have,  power  to  make  legal  agreements  between  themselves.  I  think 
those  agreements  could  be  very  properly  made  subject  to  the  approval  of  some 
commission,  and  I  do  not  believe  the  railroads  should  be  allowed  to  make  ai^ree- 
mente  that  would  be  oppreeolve  to  the  public  or  disastrous  to  commerce. 

Q.  (ByMr.C.  J.  Harris.)  Wonld  the  self-interest  of  the  railroads  be  a  check  to 
that  course  of  procednre?— A,  I  think  it  would.  I  do  not  know  of  anything  that 
Is  any  more  vulnerable  to  pnbllo  opinion  than  a  corporation. 


E.   B.  THOM-is: — ANTHEACITE   COAL    BUSINESS.  559 

Q.  (ByHr.  RiPLBT.)  Haathat  been  aa  true  in  the  Weet  as  in  the  East?— A.  I 
do  not  Iniow  so  much  abont  the  Weet.  They  have  not  had  as  severe  competitive 
conditiona  ae  we  have  bad.  The  Western  conntry  is  more  Bparaely  eettleO;  there 
are  fewer  people  there. 

Q.  (BjMt.  O.J.  Harris.)  Does  the  effect  of  consolidation,  as  it  has  Rone  on  in 
this  country  bo  far,  lessen  or  increase  the  traiSc  of  the  road7-~-A.  So  far,  it  has 
lessened  it.  Take  the  case  of  the  Erie  road,  formerly  made  np  of  three  separate 
and  distinct  corporaUona  between  New  York  and  ('hicago.  Thejy  are  now  one 
corporation  substantially  so  far  as  relates  to  the  otiitei's,  organization,  and  every- 
thing—«ne  corporation.  Thee^cpenseof  maintaining  two  has  been  eliminated .  and 
I  have  never  known  of  an  instance  where  we  have  redaced  the  cost  that  the  public 
did  not  get  the  benefit. 

Q.  (By  Mr.  Riplet.)  Speaking  of  consolidation,  will  yon  mention  any  other 
economies  that  might  be  incidental  thereto?— A.  Ont  of  organization?  < 

Q.  Thron^fh  the  consolidation  of  a  namber  of  roads,  other  economies  than  those 
of  administration— organization? — A.  Yes;  there  are  a  great  many  economies. 

Q.  In  other  words,  will  it  have  the  effect  to  redtice  materially  the  ton-mileage 
rate? — A.  i  think  nltimately  it  will.  But  the  greatest  danger  we  have  is  not 
through  escessivt)  rates,  bnt  from  rates  that  are  Coo  low.  Now  we  expand  abont 
51  percent  tor  labor— a  little  more  than  that— for  instance.  lean  tell  you  exactly 
what  that  is.  Of  onr  operating  expenses  last  year  91i),000,(K)U  of  our  operating 
expenses — 54  per  cent — was  paid  to  the  employees— distributed  among  abont  ^0,0UO 
people. 

Q.  What  bearing  does  that  fact  have  on  this  qnestion,  namely,  the  economy  of 
Operating  throngh  consolidation?— A.  Yon  take  the  case  of  the  Lehigh  and  the 
Lackawanna  paralleling  themselves  for  IDO  miles,  if  that  passenger  business  can 
bedone  by  an  interchange  of  tickets  good  on  Iwth  roads  the  public  is  better  served. 
There  wotild  not  be  as  many  trains  running  as  there  are  now,  but  there  would  be 
ample  trains  for  the  service.  In  other  words,  there  would  not  l>e  two  running  at 
the  same  hour  when  one  would  amply  serve  the  purpose. 

(J.  Would  there  be  the  same  competition  in  providing  facilities?  For  instance, 
it  is  commonly  stated  in  the  West  that  the  facilities  for  passenger  travel  over  sucii 
roads  as  the  Rock  island  are  materially  better  by  reason  of  tl^  strenuous  compe- 
tition between  those  roads  for  passenger  traffic.  They  provide  reclining  chairs 
and  everything  of  that  sort.  Is  not  the  providing  of  facilities  fully  as  important 
as  the  rate  either  for  passengers  or  freight?— A.  Yes;  1  think  competition  will 
always  «zist.  Take  it  between  New  York  and  Chicago.  There  will  always  be 
competition  between  those  points.  If  one  road  fails  to  provide  somewhere 
approaching  the  facilities  and  accommodations  of  the  other,  it  will  Iiegin  to  lose 
travel,  and  the  minute  it  does  that  it  will  be  forced  to  furnish  the  accommoda- 
tions. You  can  not  eliminatecompetitlon  without  you  put  all  the  railroads  of  this 
conntry  under  one  management,  and  that  is  impossible. 

Q.  How  does  the  value  of  the  stock,  preferred  or  common,  compare  with  the 
value  of  the  bonds  of  the  Erie  system?— A.  There  are  forty-three  millions  of  prs- 
farred  stock,  sixteen  millions  of  second,  and  a  hundred  of  common. 

Q,  That  is  materially  less  per  mile  than  any  of  the  foreign  companies?— A.  Yes. 

Q.  What  is  your  practice  in  making  improvements  out  of  the  operating 
expenses?  Does  it  differ  from  the  custom  abroad?— A.  The  English  have  capital- 
ized pretty  much  all  the  expenditures  upon  what  was  called  improvements.  In 
this  country  the  practice  has  not  obtained  to  any  wheru  approaching  the  extent 
it  has  abroad.  For  instance,  the  Lake  Shore  road  has  the  same  capitalization, 
stock  and  bonds,  that  it  had  So  years  ago,  and  yet  the  road  has  been  improved  to 
probably  as  great  and  probably  greater  extent  than  any  other  road  in  the  country. 

Q.  Would  that  same  statement  be  true  of  the  Erie  road? — A.  No;  not  entirely. 

Q.  It  has  increased  the  volume  of  its  securities?— A,  In  respect  to  some  classes, 
yes.  and  in  respect  to  others,  no.  The  Erie  road  has  been  through  several  bank- 
ruptcies in  which  the  securities  have  been  reduced  in  volume  and  the  rates  of 
interest  also. 

Q.  Have  they  been  redaced  in  volume?— A.  Yes:  rediioed  in  volume  at  times. 

Q.  The  stat«nent  is  made  of  many  reorganizations  in  this  conntry  that  while 
the^  reduce  the  fixed  charges,  they  nevertheless  increase  the  stock?— A,  What 
difference  does  it  make,  if  they  do  not  pay  any  dividend? 

Q.  Does  not  that  last  series  give  control  of  the  road  in  Its  operation? — A.  Yes, 
it  does;  as  a  rule,  yes. 

Q.  Then,  does  not  the  existence  of  a  large  amount  of  securities  thrown  upon  the 
market  in  ttiis  way  offer  a  premium  for  their  acquisition  for  speculative  pur- 
pooes?— A,  I  suppose  it  might  oe  so  construed ,  but  not  actually  percsptiblp,    I  have 
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uerer  known  tli&t  to  ont  nrncb  figure.  The  companjr  with  a  sm&ll  capitalisation 
is  mach  more  exposed  to  being  seized  for  BpeciOattve  pnrpoaea,  aa  you  iUiutrated 
awhile  ago.  than  a  Toad  with  a  large  capitalization. 

Q.  Wonld  that  not  be  an  argument  in  favor  of  restriction  of  capitolizadan? — 
A.  I  should  think  it  wonld. 

Q.  Do  yon  know  any  other  examples  of  roads  in  this  country  whose  capitaliza- 
tion iH,  peihapB,  not  excessive,  from  the  point  of  view  of  oaminga,  bat  neverthe- 
less is  large  compared  with  the  cost  of  dnplioation?— A.  I  conld  not  answer  that 

Q.  The  point  1  wish  to  come  to  is  this:  Whether  any  power,  either  in  State  or 
Federal  hands,  for  prevention  of  excessiTe  isaae  of  secontles,  mif(ht  not  be  advis- 
able, both  in  the  interest  of  the  public  and  of  the  iDvestor?— A.  Much  more  desir- 
able than  tsf^slation  looking  to  what  they  shall  charge  for  commercist  work— 
mnclv  more  desirable  than  to  undertake  to  regulate  therates  that  shall  be  charged. 

Q.  In  other  words,  you  would  favor  the  regulation  of  the  financial  details  of  the 
bUBineaa,  leaving  the  railroads  free  to  perform  the  commercial  side  of  it  as  they 
please? — A.  Yes;  if  yoa  are  bound  to  control  by  legislation,  control  by  capitaliza- 
tiaa;  restrict  the  capitalization  to  actualities,  as  yon  express  it,  bnt  do  not  hamper 
the  roads  In  their  commarical  operations.  In  other  words,  if  it  is  necessary  for 
them  to  carry  apartof  their  prodnct  at  o  very  low  price  in  order  to  make  tonnage, 
which  would  serve  to  rednce  the  cost  on  the  balance  o(  their  business,  permit  them 
to  do  it:  do  not  hamper  them,  but  simply  undertake  to  control  your  corporations 
ratlier  throngh  their  financial  machinery. 

U.  A  propoaitiou  has  been  saggested  to  this  commission  for  the  prevention  of, 
peTDape.  at  times,  fraudulent  overissue  of  capital  stock  throngh  supervision  of 
interstate  roads  by  the  Interstate  Commerce  Commission.  Would  von  favor  an 
extension  of  powers  in  that  direction  rather  than  an  extension  of  their  power  to 
regulate  rates?— A.  I  should,  most  deoidedly. 

Q.  Yon  believe  it  would  conduce  to  the  Interests  both  of  the  railroads  and  the 
pnblic? — A.  Yes. 

t^.  Can  you  suggest  anything  further  in  this  lineV— A,  No;  t  do  not  know  that 
I  can.  This  is  a  new  country.  We  have  a  great  many  'mvblems  to  work  out  here 
yet;  among  ottier  things  the  problem  of  government.  The  aurploB  wealth  of  this 
country  is  largely  invested  in  transportation  enterprises.  Yon  can  not  tonch  thai 
disaBtronsly,  nnfairly.  or  unfavorably  withont  affecting  the  whole  country  at  large 
moreserionBly  than  by  any  other  possible  means.  Probably  85  percent  of  oar  sur- 
plus wealth  is  invested  in  railroads,  and  there  nre  the  owners  of  the  securitiea 
and  the  army  of  the  employees  to  be  considered.  On  the  Erie  line  we  have  S0,000 
employees.  That  is  a  larger  army  than  George  Washington  ever  commanded. 
Whenever  yon  touch  that  induBtry  by  legislation  unfavorably,  unfairly.  It  mnst 
ultimately  be  reflected  on  the  country  itself  and  on  the  success  and  prosperity  of 
it.  The  country  has  shown  its  ability  and  its  capacity  to  carry  freight  cheaper 
than  any  other  country.  Why  not  let  those  forces  that  have  demonstrated  that 
capacity  work  oat  their  own  solution  instead  of  hampering  them  so  much  witli 


investigation,  legislation,  and  all  that  tine  of  procedure? 

Q.  (By  Mr,  Kennedy.)  What  you  just  said  auggesta  th . 

do  freight  charges  at  the  present  compare  with  thoseof  20  years  ago  orwitJi  thoee 


of  any  other  period  you  choose  to  speak  about? — A.  Why,  they  are  not  in  sight 
at  all- 

Q.  Let  us  have  something  on  that  line. —A.  Ourratelastyear  was  5,,')0millsper 
ton  nii'ie,  average  rate.  The  rates  of  Erie  road  24  yeura  ago  were  probably  over  a 
cent  a  ton  per  mile— probably  a  cent  and  a  quarter- and  yet  our  volume  of  busi- 
ness was  so  large  that  a  difference  of  8  cents  a  ton  wonld  be  a  difference  of 
$1,000,000. 

Q.  (Bf  Mr.  BiPUY.)  Has  a  reduction  corresponding  to  this  one  taken  place  in 
local  freight  rates?  Yon  have  spoken  of  the  reduction  of  average  freight  rates.- 
A.  Oh,  yes;  the  local  rates  have  been  reduced. 

Q.  Have  they  been  reduced  in  proportion?~A.  (Interruptdng.)  To  the  through 
rates?  I  do  not  think  tbey  have.  Everything  is  competitive.  If  a  rate  is  not  com- 
petitive by  reason  of  another  railroad,  it  is  competitive  by  reason  of  commercial 
conditions,  and  railroads  can  no  more  SBcape  commercial  conditiuna  than  can  the 
grocer  around  the  comer, 

(Testimony  closed.) 
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Wabhinoton,  D.  C,  March  16,  1901.  ' 

TESTIHOST  OF  MK.  ASCHIBAIJ)  A.  HoLEOD, 

Former  President  of  tite  Reading  EaUroad. 

Tb«  Gommiaaiou  met  at  3.42  p.  u 
Archibald  A.  McLeod  appeared  aa  s 
OB  followB: 

Q.  (By  Mr.  Gui-KKB.)  Please  give  your  name  and  address. ~A.  Archibald  A. 
McLeod;  New  Tork,  148  Brtwdway. 

Q.  What  is  your  official  relation  or  what  has  it  been  to  railroads? — A.  I  have 
been  resident  oF  several  railroads— tbe  Reading,  the  Boston  and  Maine,  and  the 
New  York  and  New  England,  and  otbere,  and  I  at  one  time  leased  the  JerMjr 
Central  and  the  Lehigh  Valley  railroads. 

Q.  Are  yon  now  connected  with  any  railroad  company?— A.  Not  as  president. 

Q.  The  CommiBslon  will  be  pleased  to  have  jort  proceed  in  joar  own  way  to 
give  such  information  as  yon  may  have  concerning  tbe  transportation  problem 
and  its  relations,  as  you  understand  it,  to  other  industries.— A.  1  presume  yon 
mean  with  reference  to  ai]thracit«  coal. 

Q.  If  yon  cbooeo  to  specialize  it  we  shall  be  pleased  to  have  yon. — A.  I  have  not 
given  my  attention  bo  much  to  the  transportation  of  bitnminons  cool.  To  a  con- 
siderable degree  my  experience  has  been  more  in  the  mining  and  transportation  of 
anthracite.     I  do  not  know  just  exactly  what  information  you  wish. 

6.  We  would  like  to  be  informed  if  yon  please  as  to  tbe  relation  of  the  railroads 
to  the  coal  production  and  coal  transportation. 

Mr.  Kennedy,  And  the  distribution. 

Mr.  Ci^RKK.  Yes.  the  distribution— tbe  marketing. 

The  Witness.  The  mining  and  the  dlstribntion  are  condnoted  by  the  coal  com- 
panies with  the  exception  of  coses  in  which  individuals  are  engaged  in  the  same 
bnainees.  Each  one  of  these  transporting  companies  has  stocks  in  coal  mining 
companies,  and  these  companies  are  paying  freights  to  the  railroad  comitanies  for 
carrying  the  coal  for  those  mining  companies.  That  is  the  way  the  business  is 
done,  I  believe,  in  every  case.  The  acconntfi  are  kept  separately.  The  ooal  com- 
panies are  charged  the  same  freight  rates  that  tbey  charge  Individuals  where 
mdividualB  mine  and  transport  over  these  transportadon  companies'  lines.  The 
books  are  kept  separately,  and  there  is  perfect  acconnting,  just  as  though  the  coal 
company  was  owned  by  some  interest  other  than  the  transportation  company. 
That  is  the  metbod. 

Q.  Is  it  a  fact  that  the  stock  of  the  coal  companies  is  in  moit  cases  owned,  or 
at  least  the  majority  of  it,  Oy  the  railroad  companieB?~A.  I  believe  that  to  be  a 
fact.    I  know  it  is  in  some  cases. 

Q.  Is  that  the  case  in  regard  to  the  Beading?- A.  Ye^. 

Q.  Practically,  therefore.the  railroad  companies  can  and  do  control  thecool com- 
panies?— A.  In  tbiB  case  tbey  do. 

Q.  (By  Mr.  Kennedy.)  Mr.  Chairman.  I  would  like  to  ask  Mr.  McLeod  if  he 
has  seen  this  pa^rof  topics  snggested  for  statementsontheanthracitecoal  indus- 
try, and  to  ask  him  if  he  could  not  take  that  paper  and  take  up  the  topics  and  dis- 
cuss them  in  his  own  way? — A.  I  will  see.  Take  the  railroad  rates  for  instance. 
The  railroad  rat«s  on  anthracite  coal  are  mode  exactly  as  the  railroads  make  rates 
on  other  merchandise.  The  coal  freight  agents  get  together  and  make  rates  on 
coal  just  OS  the  merchandise  freight  agents  get  together  and  make  rates  on  mer- 
chandise. It  is  the  same  method  exactly.  There  have  been  no  changes  in  recent 
years  that  I  know  anything  abont  I  think  that  has  been  tbe  rule  ever  sinco 
these  transportation  and  mining  companies  have  been  is  existence.  So  far  as  I 
know,  it  is.  The  rates  to  New  England  are  jtist  like  other  rates.  Sometimes  they 
make  water  rates  in  connection  with  mil  rates,  and  in  different  seasons  of  the 
year  tbey  are  higher.  It  depends  very  many  times  upon  the  scarcity  of  vessels. 
Sometimes  it  is  very  dif&cult  to  get  bottoms  to  transport  coal  to  New  England 
from  the  terminal  points.  Philadelphia  or  New  York,  and  rates  go  up.  Atother 
seasons,  when  bottoms  are  i^enty,  tbey  are  lower.  So  that  jnat  what  they  ore  now, 
of  course  I  do  not  know.  They  vary  according  to  the  season,  supply  and  demand, 
and  so  on. 

Q.  (By  Mr.  Riplbv.)  What  proportlcwi  goes  by  rail?— A.  A  very  small  propor- 
tion. I  will  giTe  you  the  distribution  of  anthracite  coal:  The  States  of  Pennsyl- 
vania. New  York,  and  New  Jersey  consume  about  TO  per  cent  of  the  entire  product; 
the  New  England  States  take  II  per  cont,  and  that  is  rery  largely  taken  by  wator.. 
A  very  small  proportion  of  it  goes  by  rail. 
16a 36 
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Q.  (ByHr.  Clakke.)  It haa  to ro  by  rail  some  dietance. I  Bnppose? — A.  Itluu 
to  ^  down  to  tide  water  at  Philadelphia  or  New  York.    The  Reading  takes  moat 

of  ita  coal.if  it  isdeBtined  to  New  England  points,  to  Philadelphia,  because  it  has 
large  shipping  docks  thera.  and  it  goes  down  throagh  the  Delaware  River.  It 
has  shipping  docks  also  at  Port  Reading,  from  which  it  delivers  large  qnantities  of 
coal  to  New  England  and  to  New  York  City.  The  other  companies  tatie  their 
coal  to  New  York  because,  with  the  exception  of  the  Pennsylvama  Railroad,  their 
lines  do  not  reach  Philadelphia.  Thenthe  West  takes  abont  1  'i  per  cent  of  the 
Drodnction,  and  the  South  abont  4  per  cent,  and  Canada  takes  abont  3  pec  oent. 
Practically,  1,500,000  tons  go  to  Canada. 

D.  Is  the  consamption  in  the  West  increasing? — A.  Very  rapidly. 

Q,  Faster  than  in  any  other  section?— A.  Yes,  The  consumption  in  the  West 
has  been  iacreasing  very  rapidly  for  a  good  manyyears. 

&  (By  Mr.  Riplev.)  Is  the  demand  from  the  West  for  a  particular  variety  of 
cool? — A,  Yes;  althoogh  most  of  the  sizes  go  there.  The  stove  and  chestnut  sizes 
are  very  much  sought  after  in  the  West,  particularly  the  chestnut,  for  domeetic 
pnrpoew — cooking  &nd  heating. 

Q.  (By  Mr.  Farquhar.)  Has  the  enoonragement  of  consumption  in  the  West 
come  through  lower  freight  rates  on  the  lakes?— A.  No;  I  do  not  think  lower  rat«3 
have  had  anything  to  do  with  it.  The  West  is  growing  rapidly,  and  as  the  people 
accumulate  more  money  they  bay  this  Inxnry.  Seventy-two  per  cent  of  the  entue 
prodaction  of  anthracite  is  a  luxury  now.  There  is  very  little  of  it  naed  for 
steam,  and  not  over  ^  per  cent  of  it  is  sold  in  competition  with  bituminons  coal 
for  making  steam.  The  other  T3  per  cent  is  now  almost  wholly  used  for  domestic 
pnrpoees. 

Q.  (By  Mr.  Kennedy.)  The  president  of  o.  .  . 
York  that  ^3  per  cent  of  the  anthracite  is  sold  ii 
coal.— A.  Well,  I  do  not  think  so.     I  think  I  cai    , 
(examining  papers).    Here  is  the  average  of  all  size's  produced  from  a 
and  of  this  71. 72  per  cent  are  above  pea  and  the  lower  sizes.    Those  are  the  actnal 
fignres,  bo  that  there  are  28.  S8  percent  thatcomee  in  competition  with  bitnminons 

Q.  (By  Mr.  Farquhar.)  Do  yon  care  to  have  that  paper  of  yours  used  as  an 
exhibit  in  yoar  testimony? — A.  No.  I  simply  give  yon  the  facts  in  round  hgures; 
the  balance  is  a  matt«r  of  detail. 

Q.  (By  Mr.  Ripley.)  Has  there  not  been  a  change  in  the  proportion  of  pre- 
pared sizes  to  other  sizes? — A.  Yes. 

Q.  In  recent  years,  and  for  what  reason?— A.  Well,  the  reason  is  that  they  have 
found  ways  by  which  they  could  nse  these  smaller  sizes.  Years  ago  they  were 
thrown  away — thrown  into  the  dumps.  Recently  the  dumps  have  oeen  worked 
over  and  all  this  coal  has  been  taken  out  and  marketed.  In  1673  there  was  only 
0.U2  per  cent  of  these  small  sizes;  in  1S73,6.S0  per  cent;  in  1!JT4,  there  was  6.4Sper 
cent  It  then  comes  on  down  nntil  we  oome  to  1M77  and  we  have  11  per  cent,  then 
in  1878  it  was  10  per  cent.  Then  when  we  come  to  18»8  we  have  19  per  cent,  and 
in  1S96  (that  is  my  latest  statistics)  we  have  2S.'iS  per  cent,  showing  how  the  nse 
of  the  smaller  sizes  in  proportion  to  the  other  sizee  nas  grown. 

Q.  Might  not  that  proportion  have  increased  to  :15  per  cent,  as  stated  in  New 
York,  by  the  present  time?— A.  That  may  be  true.  I  am  reminded  by  yonr  qnea- 
tion  that  my  statistics  are  incomplete  and  cover  only  the  years  np  to  and  includ- 
ing 1806.  That  is  as  lat«  as  I  am  familiar  with  the  subject.  1  will  make  the 
correction.  It  may  be  35  per  cent  now;  I  could  not  say  that  it  is  not;  bnt  my 
percentages  of  ^1.72  and  28,28  are  absolutely  correct  up  to  the  date  given.  It  will 
probably  go  on  in  about  that  ratio  until  the  maximum  is  reached. 

Q.  (By  Mr.  Clarke.  )  Has  there  been  any  increase  in  the  exportation  to  Can- 
Ada? — A.  Yea;  that  is  increasing  all  the  time,  bnt  slowly.  The  greatest  increase 
in  comparison  to  the  tonnage  taken  is  in  the  West  and  that,  as  I  say,  results  from 
the  good  times  in  the  West.  The  people  of  that  section  of  the  country  have  had 
good  crops  for  a  good  many  years,  and  as  the  farmers  become  more  able  to  pro- 
vide themselves  with  luxuries,  they  take  more  anthracite  coal.  That  is  fonnd  to 
be  the  case  all  over  thecounti?. 

Relation  of  independent  operators  to  the  railroad;  I  presume  you  have  had  all 
that  from  the  gentlemen  who  have  been  before  yon.  I  myself  changed  their  rela- 
tions to  the  transportation  companies  in  1802,  and  the  arrangement  I  made  with 
them  is  practically  in  existence  now,  At  that  time  I  wade  contracts  with  almost 
all  the  individual  operators  in  the  anthtacite  region,  which  were  designed  to 
make  a  fair  division  between  the  miner  and  the  transporter,  and  they  were  so  fair 
that  they  are  in  existence  now. 

Q.  (By  Mr.  RiPLBy.)  Whatwas  theproportiou?— A.  Sixty  per  cent  of  the  tida- 
WMSr  price. 
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Q.   (By  Mr.  Kennkdt.)  Did  yon  make  any  provision  aa  to  marketing  the  entire 

ontpnt  of  theirmine8?^A,  No;  in  fact  that  was  not  net-esBary.  What  they  wanted 
from  me.  and  what  was  a^eed  to,  was  a  fair  division  Iratween  producer  and  trans- 
porter, and  it  is  in  existence  to-day,  except  that  now  they  are  agitating  the  qnes- 
tion  whether  tbey  shall  get  fto  per  cent.    That  is  the  only  chanpce. 

S,  (By  Mr.  Clarke.)  The  independent  coal  producers  do  not  pay  freight  to  the 
road  company,  bnt  receive  from  the  railroad  company  a  percentage  of  the 
amonnt  received  for  the  product  at  tide  water;  is  that  it? — A.  Yon  may  pnt  it  in 
that  way  and  then  yon  may  pnt  it  In  another  way.  For  instance,  the  coal  is  taken 
nnder  that  agreement  to  divide  according  to  thoee  peri^ntages.  The  coa!  is  sold 
hy  the  coal  oonipany,  not  by  the  transportation  company,  because  they  do  not  do 
that  kind  of  traeinesa.  The  coal  company  takes  their  coal,  disposes  of  it  at  tide 
water,  and  then  they  get  60  per  cent  of  the  average  price  at  tide  wat«r  for  their 
share  and  the  40  per  cent  goes  to  the  coal  company  for  the  purpose  of  paying  the 
transportation  to  the  railroad  company  transporting  the  coal  to  marliet. 

Q.  That  is  to  say,  the  coal  company,  allied  with  the  railroad  company  and  owned 
by  the  railroad  company,  takes  tb.e  coal  of  the  Independent  operator  and  allows 
him  a  percentage? — A.  Yes. 

Q.  (By  Mr,  Ripley.)  Have  you  seen  any  of  these  recent  contracts,  or  do  yon 
know  anything  farther  respecting  themT — A.  I  know  only  what  some  of  the 
Individniu  operators  have  told  me.  They  are  all  my  friends.  They  have  said  to 
me  that  there  is  practically  no  difference  except  a  proposed  increase  of  5  per  cent. 
I  do  not  lielievethat  the  propoeed  new  contract  hssbetn  closed;  they  are  agitating 
the  subject  now  as  to  whetner  they  can  secure  the  increase.  Outside  of  that  I 
think  the  contracts  are  to  be  practically  of  the  same  natnre. 

Q.  Is  there  not  •>  difference  in  this  respect  between  these  new  contracts  pro- 

(ected  and  those  which  were  in  effect,  namely,  that  the  new  ones  are  for  the  entire 
ife  of  the  mine— to  last  until  all  the  coal  is  taken  ontof  the  ground? — A.  I  believe 
that  is  true.     I  do  not  know  of  my  own  knowledge. 

Q.  But  the  contracts  Initiated  under  yonr  management  were  not  of  that  per- 
petnal  nature? — A.  No.  Mine  were  mode  for  7  or  H  years,  and  they  were  continned 
after  that  because  they  were  considered  to  be  satisfactory  by  both  parties. 

Q.  What  can  yon  state  as  to  the  relative  proportion  of  the  independent  oper- 
ators along  the  ditferent  lines  of  railroad? — A.  The  total  shipments  in  1000  were 
47,000.000  tons,  of  which  individnal  operators  mined,  in  ronnd  number,  IB, 000,000 
tons,  or  abont  33)  per  cent. 

Q.  But  do  not  soma  of  the  railroads  proonie  their  tonnage  to  a  greater  degree 
from  independent  operators  than  others?— A,  Yes;  the  tonnage  of  the  Lehigh 
Valley  is  very  largely^  from  individual  operators,  more  than  any  other.  The  Ber- 
ing mines  nearly  all  its  own  coal, 

Q.  There  are  very  tew  independent  operators  on  the  line  of  the  Reading?— A. 
Very  few.  The  Lehigh  Valley  mines  only— or  it  did  last  year— 3,823,000  tons  out 
of  7,675,000  tons. 

Q.  Approximately  two-thirds  ia  from  independent  operators?- A.  Yes. 

Q.  What  is  the  proportion  of  the  Reading,  or  will  you  make  a  statement  from 
the  table  yoa  have  respecting  the  proportion  of  the  different  railroads?— A.  The 
Reading,  ont  of  9,084,000  tons,  mined  T.CO.l.OOO  tons. 

Q.  What  is  the  proportion  of  independent  operators  on  some  of  the  roads  that 
have  recently  entered  the  territory,  such  as  the  New  York,  Ontario  and  Western? 
Is  it  small?— A.  Yes.  They  mine  1,060,000  tons  and  the  individual  operators  mined 
906,000  tons. 

Q.  Will  yon  give  the  proportions  of  the  Central  Railroad  of  New  Jersey?— A. 
They  mined  4,13.^,000  tons  and  the  individnal  operators  mined  1.070,000. 

Q.  (By  Mr.  Kennedy.)  I  wonld  like  to  ask  you  whether  there  is  an  allotment 
made  to  that  railroad  in  any  way,  and  whether  this  amount  is  nnder  or  exceeds 
the  allotment?— A.  No;  the  allotment  question  has  been  eliminated  so  far  as  my 
knowledge  goee.  Yon  probably  know  what  the  percentages  are  to  each  of  those 
interests. 

Mr.  Ripley.  Yee;  we  have  those  data. 

A.  I  do  not  know  of  any  presanre  that  has  been  bronght  to  bear  on  any  of  the 
indivldnal  o|>eratore.  I  think  tbey  are  all  pretty  well  satiafird.  I  do  not  know  of 
any  discontent  that  exists  to-day  on  the  part  of  individual  operators  anywhere. 

Q.  Can  you  say  how  this  allotment  ia  arranged?- A.  That  is  ancient  history. 
These  percentages  have  been  in  existence  from,  I  guess,  aliont  the  time  I  was  born. 
They  have  not  been  changed  except  as  one  interest  woald  get  a  littlemore  tonnage 
than  another  by  some  change  in  ownership  of  roadH  or  something  of  that  kind.  I 
do  not  think  they  have  been  changed  in  a  good  many  years.  I  know  when  I  first 
entered  the  anthracite  bnsiness  abont  IT  years  ago  the  percentages  were  in  exist- 
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ence,  and  there  baa  been  no  change  since  that  time  except  that  I  Increased  the 
Reading's  percentage  by  bnsineas  methods. 

Q.  Waa  there  notatime  when  the  Beading's  percentage  wafl  nearly  one-third?— 
A.  It  was  nearly  one-tbird  about  1870. 

Q.  What  ie  the  percentage  at  the  present  time? — A.  Twenty-one  per  cent. 

Q.  To  what  degree  baa  there  been  a  decrease  in  the  proporttoo? — A.  Let  me  tell 
yon  how  that  occnrred.  It  was  ander  Mr.  Gowan'a  management  of  the  Reading, 
and  because  he  did  not  keep  pace  with  the  inorease  in  consumption  in  the  market. 
Hie  percentage  went  down  because  he  failed  to  mine  and  market  hie  percentage 
of  the  incieaee  in  the  consumption;  therefore,  his  competitors'  percentages  went 
np,  in  other  worda,  when  he  acquired  all  these  coal  landi,  he  was  mining  and  trana- 
porting  about  t), 000.000  tons  of  coal  per  annnm.  and  that  waa  about  Sn  per  cent 
of  the  entire  ontpnt  at  that  time.  When  1  went  into  the  Reading  15  years  later, 
the  tonnage  ol  the  Reading  did  not  amount  to  over  6,500,000  tons,  while  iu  the 
meantime  the  entire  tonnage  had  more  than  doubled.  It  was  taken  away  from 
him  because  he  simply  did  not  hold  on  to  his  proportion.  That  is  the  reaaon  the 
Beadirig'a  percentage  wae  reduced. 

Q.  Well,  could  not  the  Reading  very  easily  supply  one-third  of  the  consump- 
tion at  the  present  time  with  the  coal  properties  it  owna?— A.  No;  it  would  take 
it  some  years  to  develop  the  collieries  up  to  that  ca[»city.  Yon  must  bear  in 
mind  that  there  are  certain  months  in  the  year  that  it  is  impossible  to  diapoee  of 
anthraoite  coal  except  to  dealerc  who  have  storage  placea  to  depoait  it.  Ttie  con- 
aniner  waita^the  average  conaumer  waita— until  tiie  cold  months  of  the  year  to 
order  his  coal,  and  except  for  these  dealers  who  provide  storage  places  to  take 
the  coal  from  the  mining  companiee  during  the  monthaof  April,  May,  June,  July, 
and  August,  when  the  demand  of  September,  October.  November,  and  December 
comes  on  there  would  not  be  enough  coal  to  go  around,  and  people  coald  not  get 
it;  oonaequenUy  the  companies,  In  order  to  have  coal  at  certain  diatribution 
points  in  the  country,  have  to  mine  it  during  the  summer  months  and  sell  at  cod- 
cesaiona  to  get  those  dealers  to  take  and  store  it  and  hold  it  until  the  conaumera 
come  into  the  market  for  it.  The  proportion  of  cousumere  who  will  buy  their 
coal  in  the  warm  months  when  they  do  not  need  it,  and  put  it  away  in  advance, 
is  very  small.  That  has  got  to  be  done  through  dealers  who  have  placea  to  store 
coal  and  await  the  pleasure  of  the  consumera. 

Q.  Did  you  have  to  fight  the  other  coalera  to  increaae  the  Reading  percentage? — 
A.  No. 

".  Die 

Q.  (By  Mr.  Riplev.  )  Has  theie  not  been  a  feeling  for  a  great  many  years  on 
the  part  of  the  Reading  management  that  it  waa  not  getting  ita  due  proportion 
of  coal  output? — A.  There  may  have  been,  bnt  it  waa  the  management'a  own  fault. 
They  aimply  stood  still,  and  tine  other  compwiiea,  with  their  mcreaeed  faciiitiea, 
were  ready  to  take  the  coal  that  waa  offering  all  the  time,  and  supplied  the 
Increased  demand.  There  are  many  int«reated  in  Reading  throughout  the  country 
who  do  not  know  how  the  Reading's  percentage  was  reduced.  They  say  it  was 
reduced,  but  it  wae  not;  its  tonnage  stood  about  stationary,  and  ite  percentage, 
therefore,  fell  off.  When  the  entice  tonaage  was  18,000,000  tone  per  annum,  a1>out 
18T0,  Beading  had  33i  per  cent  of  it;  when  it  increased  to  36,000,000  tons,  and 
Reading  failed  to  get  ita  proportion  of  the  increase,  its  percentage  waa  reduced, 
althou^  Reading  had  the  same  tonnage  practically. 

Q.  (By  Mr.  Ebnnedv.)  Do  you  know  of  anv  claim  that  the  Reading  has  not  ita 
proper  percentage  at  the  preeent  time?— A.  Tnere  is  uond  that  I  know  of, 

Q.  Or  a  claim  of  that  kmd  on  the  part  of  any  of  the  other  coal  roads?^A.  I  do 
not  know  of  any.     Of  course,  yon  anderetand,  I  am  not  in  their  counsel  now. 

Q.  (By  Mr.  Rifl.by).  la  there  not  a  disposition  on  the  part  of  the  railroad 
companies  to  provide  greater  storage  facilities  for  dall  seasons  of  the  year?  Are 
they  not  Imilding  lar^e  atorage  bina?- A.  Yea;  I  built  two  for  the  Beading  near 
the  mines  where,  dunng  the  dull  months  of  spring  and  summer,  I  could  mine 
and  store  300,000  tone  of  coal,  and  which  could  be  shipped  in  October  when  the 
people  wanted  it. 

Q.  Prior  to  that  time  it  was  customary  to  store  only  on  wheel?— A.  No;  they 
had  atorage  places  at  different  points  throughout  the  country.  For  Instance,  at 
Perth  Amboy  the  Lehigh  Valley  had  large  places  where  they  could  store  two  or 
three  hundred  thousand  tone  of  coal.  The  Beading  had  another  large  depot  at 
Port  Richmond,  where  they  could  store  a  large  amount  of  coal.  Then  they  had 
pockets  along  the  NeW  England  coast,  where  they  could  take  the  coal  in  vessels 
and  store  it  in  the  pockets  until  thedemand  came  from  the  people. 

Q.  Do  thoee  increased  storage  facmtiea  tend  to  steady  tlie  price  between  aeaaons 
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of  the  year?— A.  Well,  no;  It  does  not  do  that  bo  macta  aa  it  helps  the  companies 
tokMp  their  oollleriea  raiining  and  keep  their  men  on  hand  to  set  coal  to  the  point 
of  diatribntion  so  it  will  be  there  in  the  fall  of  the  year  when  tjfie  demand  is  made. 
Otherwise  it  would  be  impoeslble  for  the  collieries  to  mine  or  the  roade  to  trana- 

Krt  enoagh  coal  to  meet  the  demands  of  September.  Octot^er,  Novemt>er.  Decem- 
r.and  so  on.  That  is  the  objectin  doing  that.  Otherwise  yon  see  the  collieries 
con'd  not  be  kept  rannin^  daring  those  H  months,  and  when  the  demand  came,  if 
it  came  all  at  once,  the  possible  supply  woald  not  meet  it. 

Q.  la  th';re  any  restriction  npon  the  ontpnt,  so  far  as  yon  know,  of  any  indi- 
vidnal  operators  placed  by  the  railroadsF— A.  Not  that  I  Imow  of.  I  think  that  is 
a  grest  bngalwo.  I  do  not  think  there  is  any  restriction  pnt  npon  the  mining  and 
triinsportatioa  of  coal  when  they  can  get  rid  of  it.  Yon  conid  not  give  it  away, 
Bontetimee.  For  instance,  the  market,  we  will  say,  will  take  5U.DOO,000  tons  of  coal. 
Yon  conld  scarcely  give  away  it.OUO.OiJO  more  tons— the  people  wonld  not  want  it. 
It  ia  jnat  like  any  otner  commodity. 

Q.  If  anthracite  coal  were  |3  or  SI. SO  cheaper  a  ton  than  at  tbe  present  time, 
wonld  not  t^at  decrease  in  price  increase  the  demand  for  It?— A.  Yon  would  not 
have  tbe  coal;  yon  wonld  bankmpt  everybody  in  the  bnainess;  there  wonld  be 
nobo^  mirmg  it. 

Cj.  Bnt  the  increased  snpply  conld  be  ntilized.  conld  it  not? — A.  How  are  yon 
going  to  nse  it  when  there  is  noliody  going  to  mine  coal  nrless  he  make.^  money 
ont  oF  it?  If  the  coal  was  aelling  at  &at  price  nobody  wonld  be  mining  anthra- 
oite  coal,  becanse  it  costs  21.90  a  ton  to  pnt  anthracite  coal  in  the  cars,  wlthont 
adding  anything  fur  tranaportation. 

Q.  Have  yon  any  stat«mont  respecting  the  cost  Eind  the  elements  of  cost  at  the 
mine  month?— A.  I  have, 

Q.  (By  Mr.  Kennedy.)  Before  you  go  fnrther  with  that:  Yon  say  It  costs  $1.80 
to  pnt  anthracite  in  the  car  at  the  month  of  the  mine.  What  is  tbe  tranaportation 
cost  to  tide  water  for  a  ton  of  this  same  coal  that  costs  a  dollar  and  ninety?— A. 
That  is  varied,    I  do  not  know  just  what  they  are  charing  now. 

Q,  Give  an  InBtanoe.— A,  I  suppose  the  average  freight  rate  to-day  la  almnt 
|l,50a  ton.  I  know  positively  that  on  the  coal  coming  from  one  colliery  the  aver- 
age freight  rat«  on  it  was  only  (1.36. 

Q.  (By  Mr.  Hiplby.)  To  tide  water?— A.  Yes;  that  is  abont  7  millfl  per  ton 
per  mile. 

(J.  Whatwouldbetherate  through  to  Boston  on  that  basis,  approximately?— A. 
That  can  be  ascertained  by  a  mathematical  calculation.  I  wonld  have  to  figure 
that  ont.    Yon  can  do  that  by  taking  the  number  of  miles. 

(j.  Ia  it  on  a  mileage  Itaais?- A.  No;  bnt  you  take  the  mileage  as  a  basis  and  yon 
can  t«n  just  what  it  wonld  cost.    Now.  what  do  yon  want;  the  cost  of  coal? 

Mr.  Farquhar,  Tbe  idea  was  this:  Yon  made  the  statement  that  the  cost  of 
putting  a  ton  of  coal  on  tbe  car  at  the  month  of  tbe  mine  was  $1.90.  and  $1.3<t  In  a 
special  case  on  freight,  making  (3.38.  What  is  the  selling  price  at  tide  water  of 
that  coal? 

Tbe  WrrNBSS.  The  average  price  at  tide  water  for  coal  for  the  last  30  years  has 
been  S3.48  per  ton;  the  highest  has  been  piM  and  the  lowest  $3.48. 

y.  That  wonld  make  a  working  margin  of  22  cents  np  to  50  cents;  38  cente  np 
to  no  cents  Tor  handling? — A.  Yeej  but  there  Isnothing  included  there  tor  thecost 
of  coal  In  tbe  gronnd. 

Q.  (By  Mr.  Ripley.)  Do  yon  Include  in  that  calculation,  also,  the  interest 
charge  upon  the  inveatment— that  is,  the  investment  in  reserve  coal  lands? — A.  I 
include  in  the  $1.90  a  ton  the  intereat  on  the  inveatment  in  coal  lands,  that  is  all; 
nothing  for  tbe  coal  but  the  interest  on  the  value  of  those  landa. 

Q.  Ia  that  interest  charge  heavy  on  Bome  railroads?- A.  Somebody  has  got  to 
own  the  land. 

Q.  I  do  not  object,  yon  nnderatand;  I  am  simply  trying  to  bring  ont  the  point 
that  there  ia  a  large  inveatment  on  many  acres.— A.  lam  talking  now  of  the  aver- 
age. I  do  not  take  any  one  company  in  figuring  on  tbe  average,  eo  that  dops  not 
make  any  difference.  We  all  knoiv  that  the  Reading  has  a  large  quantity  of  land 
that  she  has  no  nse  for  now,  but  that  does  not  make  any  difference  In  this  state- 
ment, because  I  take  the  average  of  the  whole  region. 

Q.  Canyon  give  your  opinion  as  to  howmach  resxrvn  rnal  land  the  ReodinB' 
has?— A.  The  Reading  haa  150  years  of  coal  supply. 
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s  that  are  almost  exhausted.  I  would  not  like  to  mahe  that  statement  here, 
because  it  might  interfere  with  tbe  values  of  some  of  those  properties  If  taken 
serionaly ,  but  we  all  know  that  there  ore  a  good  many  of  those  properties  tbat  are 
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nearly  exhausted.  That  is.  in  10  years  10  per  cent,  and  in  40  years  75  per  cent  of 
tht)  colkriea  in  the  Wyoming  region  will  be  eThanated. 

Q.  At  the  present  rate  of  outpnt? — A.  Yes. 

Q.  Don't  loae  eight  of  this  question  ea  to  the  cost  of  a  ton  of  coal  matter.— A. 
The  average  cost  per  ton  on  cars,  inclading  all  charges  for  improTementa,  deprecia- 
tion, land  exhanstion,  taxes,  and  Inanrance,  I  figm-e  at  $1.59.  Then  the  average 
cost  for  a  ton  oF  coal  on  cars,  including  the  interest  on  the  value  of  coal  laude, 
brings  it  np  to  II.IK).  That  is  the  averi^  on  coals;  some  cost  a  great  deal  more, 
some  cost  leas. 

ij.  (By  Mr.  Kennedy.)  Is  that  a  printed  report?— A.  So;  this  is  a  private 
report. 

Q.  No  pnblic  docnment?— A.  No. 

Q.  Of  any  railroadV—A.  No.  That  [pointing  to  a  book  beside  him]  is  a  pnbllc 
docnment.withState  information;  It  conbtina  all  the  mining  laws;  that  you  could 
get  it  yon  wish  it. 

Q.  (By  Mr.  Ripley.)  The  coat  of  carrying  tfaeae  reserved  lands  is  at  present 
borne  by  the  price  of  coal  and  the  consumer,  ia  it  not?^A.  No. 

Q.  What  pays  the  interest  on  the  debt  of  the  Philadelphia  and  Reading  road? — 
A.  The  Philadelphia  and  Reading  Company  has  a  general  bnsiness  aa  well  oa  a 
coalbnainssa.  The  coal  bnsiness  wonld  not  maintain  tbc  Reading  road,  nor  wonld 
ita  other  bnaineas  maintain  it.  It  mnst  have  all  the  business  it  can  handle,  and 
yet  it  has  one  hundred  and  twelve  millions  of  capital  that  is  not  earning  anything 
now.  There  are.  altoKether  three  hundred  and  eighty-two  millions  of  capital  of 
theso-ciilled  anthracite  roads  that  is  not  earning  a  cent  of  interest  or  dividends. 

<^.  Does  that  all  represent  actual  investment.'— A.  It  represents  actual  invest- 
ment or  interest  on  actual  investment.  Some  ot  these  stocks  have  been  increased 
from  time  to  time  by  adding  the  interest  that  waa  unpaid,  the  unpaid  coupons, 
and  so  on,  and  in  the  case  of  the  Reading  there  are  one  nuiidred  and  twelve  mil- 
lions that  don't  receive  any  interest,  and  twenty-eight  millions  more  that  liae  juat 
begun  to  receive  interest.  The  Lehigh  Valley  has  $40,441,000  on  which  no  divi- 
dends are  paid,  The  Erie  has  $172,000,000  on  which  no  dividends  are  paid.  The 
New  York,  Ontario  and  Western  has  ij6,113,000,  making  a  total  of  tJi82,5.'>4,000 
that  don't  earn  a  cent 

Q.  Are  not  many  of  those  secnritied  represented  by  bonds  iasned  30  or  30  years 
ago  for  the  purchase  of  these  coal  lands?~A.  I  can't  speak  so  much  for  others. 
In  the  case  of  the  Heading— referring  to  the  period  of  18T0  to  1876 — the  Beading 
inveated  in  actual  cash  shout  sevent^-Gve  millions  in  coal  lands. 

Q.  What  has  paid  the  interest  on  that  seventy-five  millions  since  that  time? — 
A,  Their  net  earnings  went  as  far  as  they  could,  and  when  tliey  did  not  have  any 
earnings  the  interest  went  unpaid. 

(j.  Hmb  not  the  fact  that  it  has  been  struggling  along  under  this  heavy  debt  been 
one  reason  for  the  linancial  difficulty  of  that  railroad  during  the  period — we  will 
say— from  167.")  to  1800?— A.  That  is  true. 

Q.  Coold  it  not  have  put  coal  profitably  npon  the  market  at  a  cheaper  price  if 
it  had  not  been  burdened  with  the  interest  charge  for  this  heavy  debt'?— A.  It 
has  been  pntting  coal  on  the  market  as  cheap  as  it  did  before  it  had  any  debt,  and 
(or  less  money. 

Q.  (By  Mr.  Clarke,)  Conld  it  not  pnt  coal  on  the  market  cheaper  still,  bnt 
for  that  debt? — A.  No;  because  it  has  one  hundred  and  twelve  millions  that  don't 
pay  any  interest, 

Q.  (By  Mr,  Kennedy,)  Put  it  thisv^ay.  Suppose  the  Reading  had  not  secured 
a  monopoly  of  all  those  lands  and  held  tnem  undeveloped,  is  it  not  probable  that 
other  interests  would  have  taken  hold  of  them  and  developed  them,  and  have 
brought  about  a  competition  that  would  very  materially  decrease  the  pric«  of 
coal'? — A.  1  do  not  thmk  so.  because  they  have  not  been  making  money  in  mining 
coal:  nobody  has  made  much  money  on  coal  eTcept  a  few  individuals  who  might 
happen  to  have  a  colliery  locsted  very  favorably,  having  a  good  vein  of  the  right 
si^e  in  which  to  mine,  without  any  slate  or  other  aubstancea  which  would  inter- 
fere with  the  cheap  mining  of  the  coal.  A  few  of  thoseconld  make  money,  but, 
iu  my  opinion,  the  people  on  an  average  are  getting  cheaper  coal  to-day  than 
though  tnis  coal  had  been  mined  by  individuals,  just  for  the  reason  that  1  stated 
a  tittle  while  ago,  that  it  retiuires  a  large  amount  of  capital  and  a  large,  thorough 
organization  to  mine  this  coal  from  poor  velna,  as  well  aa  the  l>eat  ones,  and  dis- 
tribute it  to  the  places  where  it  is  needed  by  the  public  at  an  average  cost  which 
places  it  within  the  reach  of  all  the  people.    If  it  were  not  for  the  large  oggrega- 
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jwr  round.  Anthnudte  now  ia  a  Insary.  We  know  that  it  la,  beoanee  they  have  no 
anthracita  coal  on  the  Pacific  coaat,  and  they  get  along  vrithontit.  If  this  coal 
^oold  advance  above  a  certain  price  It  coold  not  be  sold  at  allj  people  woold  not 
take  it,  becanse,  as  I  said  before,  abont  72  per  cent  of  it  is  a  luxorjr. 

Q,  (By  Mr.  Riflf.V,)  Could  nut  a  larger  percentage  of  it  be  used  for  mann- 
factaring  purpoeea  by  reducing  it  to  steam  si^sF— A.  No. 

(j.  In  the  cities,  where,  for  Instance,  they  have  ordinances  against  smoke 
DTHsances.— A.  No;  take  the  city  of  New  York/for  instance.  There  is  a  city  that 
has  in  existence  those  ordinances.  It  can  get  all  the  pea,  buckwheat,  and  rice 
coal  it  needa.  Still  the  New  York  people  will  use  bitoioinoaa  cxial.  Bitnminons 
will  make  more  8t«ain  than  anthracite  coal. 

<j.  Even  of  the  smallest  sizes?— A,  Yee.  There  is  one  thing  about  this  anthra- 
cite bneinees  that  a  good  many  people  do  not  nnderstand.  As  we  have  shown 
here,  it  coats  double  to  produce  this  coal  that  it  does  to  prodnce  bituminous  coal, 
and  when  yon  soil  28  per  cent  of  it  at  a  loss  of  tt  a  ton  yon  have  to  add  such  lose 
to  the  priceof  the  other  sizes  in  order  to  get  cost  for  the  whole  product,  and  before 
yon  can  make  any  money  ou  the  72  per  cent  the  loss  on  the  1^  ner  cent  most  be 
added  to  it.  They  must  sell  the  28  ner  cent  in  competition  with  oiinminous  coal, 
aa  I  say.  On  that  28  per  cent  they  lose  a  large  amount  of  money,  and  if  a  larger 
percentage  of  the  small  sizes  were  produced  the  cost  of  the  domestic  sizes  would 
De  greater  to  the  consumer. 

Q.  What  are  the  average  wages  of  coal-mine  operatives? — A.  T  figure  them  the 

fear  round.  They  do  not  work  every  day  in  the  year,  aa  yon  probably  know,  and 
estimate  they  earn  abont  $  10  a  month  to  the  man.  The  average  number  of  boys 
employed  is  probably  12  per  cent  of  the  whole  nnmber  of  employees,  and  they  get 
abont  naif  that  wages.  Just  to  show  you  the  difference  in  uie  cost  of  producing 
anthracite  and  bitnminous  coal,  I  cito  the  fact  that  it  requires  U.i,000  men  to  pro- 
duce 47.000.000  tons  of  anthracite  coal,  and  Ul.OOO  men  to  prodnce  TS.OOU.OOO  bona 
of  bitnminons  coal  in  the  State  of  Pennsylvania.  That  statement  at  once  showB 
you  the  great  difference  in  the  coat  of  producing  the  two  coals.  These  statistics 
are  public  property,  gathered  by  the  State,  and  there  can  not  be  any  qneetion 
about  their  accuracy. 

Q,  (By  Mr.  Kennsdy,)  Is  there  any, foreign  trade  In  the  anthracite  bnginees? — 
There  is  practically  no  foreign  trade  except  with  Canada.  It  is  not  possible.  I 
had  that  subie!:ttDorouglt1y  investigated  to  see  whether  it  was  posHible  to  cieate 
an  export  trade  to  Europe  for  anthradte  coal,  and  I  found  it  absolutely  impossible. 
The  cost  price  of  anthracite  coal  with  freight  added  would  be  prohibitory.  There 
Is  no  back  lading  for  coal-carrying  vessels,  and  this  is  something  that  must  be 
taken  into  account  when  conaidering  the  question  of  exporting  coal.  The  only 
export  coal  that  we  have  been  able  to  dispose  of  has  h«en  to  Can^a,  and.  of  course, 
the  trade  there  is  natural,  because  Canada  has  no  anthracite  coal.  They  can't  get 
It  anywhere  else,  and  we  can  deliver  it  to  them  at  reaoonable  prices. 

Q.  (By  Mr.  Riflev.)  The  Philadelphia  and  Reading  Company  could  have  pro 
dnced  more  coal  than  it  does  with  its  facilities  if  operated  to  its  full  capacity  the 
year  around,  could  it  not?— A.  Certainly;  if  it  could  diapose  of  it 

Q.  Did  the  existence  of  such  a  surplus  have  anything  to  do  with  the  entrance 
of  the  PhUadelphia  and  Reading  into  the  New  England  territory  in  1893?— A.  No; 
my  object  in  that  move  was  to  increase  the  Reading's  tonnage  without  getting  into 
such  a  row  with  my  neighbors  that  the  whole  etmctare  would  goto  pieces.  There 
has  been  a  well-recognized  rule  among  those  companies  for  years  that  where  the 
transpcnting  company  owns  the  rails  the  tonnagD  distributed  on  those  rails  should 
be  considered  ae  belonging  to  that  line;  therelure.  they  would  not  precipitate  a  war 
that  would  be  ruinous.  My  object  In  going  into  New  England  was  to  get.  in  that  ' 
way.  and  under  awell-recognizedriileof  thedistributlonof  tonnage,  an  advantage 
that  I  could  not  get  in  iiny  other  way.  The  Boston  and  Maine  and  the  New  York 
and  New  England  handle  abont  ;i, 500, 000  tons  on  their  rails.  That  is  the  tannage 
linteuded  to  get  for  the  Reading  Railroad  withont  a  fight.    If  I  could  have  carried 


largely;  and  woold  have  enabled  the  Reading  management  to  pay  dividends  oi 
its  securities. 

Q.  Without  increasing  the  price  of  coal  In  New  England?— A.  Yes;  without 
increasing  the  price.    Asd  another  thing  I  Intended  to  do  was  to  eliminate  very 

I 7_  ^1 ijji fill .  _i _,y.  i^t^ggn  what  ttie  companies  get 

r  when  it  Is  put  into  his  cellar  is 

test  reform  could  be  made  In  this 

d  that  is  what  I  intended  to  do,  and  I  have  no  doubt  it  will  be  done 
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same  day.  I  intended  to  erect  large  pocket  depots  In  certain  placae  la  the  city  of 
New  York  and  other  cities  where  a  m&n  with  a  cart  could  go  and  get  coal  for  the 
people;  ther«  wonid  be  nothing  between  the  producer  and  the  consamer  but  tha 
man,  the  horse,  and  cart,  because  the  coal  woald  be  shot  right  into  a  cart.  Instead 
of  putting  it  into  yards  and  reloading  it  at  nnneceesary  (.-ipense,  I  would  have 
simply  a  cart  and  horae  between  the  prodncer  and  consainer,  and  the  amonnt  of 
money  that  conld  be  saved  woald  be  enormona.  For  instance,  it  costs  me  to  pot 
coal  into  my  cellar  in  l^ew  York  a  dollar  and  a  half  a  ton  more  than  1  know  tbat 
the  man  who  delivers  it  to  me  pays  to  the  coal  company  for  it.  Now,  that  extra 
expense  is  simply  absurd,  and  (hero  is  where  the  greatest  reform  conld  be  made. 
It  is  BO  all  over  the  country.  Yon  niuy  go  into  any  small  town  anywhere  in  th« 
country  and  yoo  will  find  twice  as  many  dealers  there  as  necessary  to  snpply  the 
residents  witn  coaL  In  Philadelphia,  along  Ninth  street,  yon  will  lind  coal  dealera 
almost  on  every  lot,  where  one  good  large  enpply  station  would  do  that  business 

i'oBt  as  well  as  all  tboee  dealers  and  eliminate  an  expense  of  at  lesat  a  dollar  a  ton. 
f  a  man  haa  a  yard,  we  all  know  very  well  there  must  be  three,  four,  tive,  or  ten 
thousand  dollars'  expense  connected  with  that  yard  In  aome  way  or  other,  whicb 
conld  jnst  as  well  be  saved  provided  large  stations,  anch  aa  I  have  spoken  of,  were 
establiahed  the  coal  pnt  in  pocltetfl,  and  screened  an  it  went  ont  in  a  cart.  Then 
instead  of  $l.riO  a  ton,  it  would  coat  abont  30,  40,  or  50  cents  at  the  most  foe 
delivery  to  the  conanmer. 

Q.  (By Mr.  Clarke.)  Why  conldnot  therailroadcompaniesandcoatcompaales 
bring  about  that  reorganization  of  haainess? — A.  That  waa  my  intention.  I  think 
it  conld  be  done. 

Q.  <By  Mr.  Farqukar.  )  Is  there  an  oppoaition  among  these  coal  dealers  main- 
tained, so  that  they  ore  >ept  in  business — in  finding  customers  and  distribntoia: 
is  there  opposition? — A.  Yes. 

Q.  la  there  safficlent  opposition  to  keep  that  bnalnees  np  among  local  coal  deal- 
ers?— A.  Oh,  yes.  Of  conree,  in  some  places  they  have  retailers'  aasodatlons,  bnt 
I  6nd  in  buying  my  coal  in  New  York  there  is  considerable  opposition  and  com- 
petition between  them.  I  have  taken  particniar  pains,  as  yon  may  natnrally 
understand,  to  see  whether  one  would  sell  at  a  lower  price  than  the  other,  and 
■  when  my  coal  was  pnt  in  this  last  snmmer  I  telephoned  to  a  coal  man  and  got  a 
certain  price,  and  telephoned  to  another  man  to  qnote  pricea,  and  the  latter  sold  it 
to  me  at  SS  cents  less  per  ton. 

Cj.  Does  that  shading  come  ont  of  the  retail  dealer  and  aalee  agent? — A.  I  thlnfa 
it  came  ont  of  me.  I  do  not  think  I  got  fall  weight.  [Lanchter.]  In  fact,  I  bad 
that  thine  investigated  myself  in  vanons  places,  and  I  canght  I  do  not  remember 
how  many  sending  aronnd  short  weights. 

Q.  (By  Mr.  Eecknbdy.)  If  the  citizens  of  Washington  pay  ^.50  and  (8.76  a  ton 
tor  coal,  how  mnch  would  there  be  aaved  if  this  arrangement  of  yoare  yon  speak 
about  were  put  into  effect— just  the  man  and  cart  between  the  prodncer  and  oon- 
Bnmer? — A.  I  thick  75  cents  a  ton  cimld  be  saved. 

Q.  That  Is  theprofltthereis  in  it  totheretailer?— A.  Yes.  There  Is  no  qneation 
that  that  saving  conld  be  accomplished.  Aconpleof  large  pocket  stations  in  this 
town  would  snpply  the  whole  city.  One  on  each  rood  would  supply  the  city 
conveniently, 

Q.  Seventy-five  tenta  a  ton  would  be  very  little,  considering  the  investment  a 
man  had  in  his  hnsinega,  would  It  not?— A.  That  depends.  It  depends  on  how 
much  he  conld  do.  The  trouble  is  so  many  go  into  the  business  that  they  most 
have  a  large  percentage  in  order  to  live,  and  there  is  where  1  think  the  business  ia 
condncted  on  wrong  principles.  I  think  the  people  who  control  the  coal  ought  to 
control  the  distribntion  of  it  in  the  cities. 

Q.  (By  Mr.  Farquhar.)  The  entire  cost  of  present  distribution,  then,  to  con- 
sumers, yon  wonld  say,  is  just  an  extra  cost  pnt  on  to  consumers— what  it  ooata 
to  mn  every  yard  and  pay  the  salaries  of  the  men  in  the  yard,  and  delivery  teams, 
that  is  placed  on  the  consumer's  coal?— A.  Yea;  of  conrse  it  is.  You  can  see 
tbat  these  companies  are  Belting  their  coal  at  low  prices  In  New  York  by  thoee 
fignres  I  give  yon,  which  lire  absolutely  correct.  I  vouch  for  the  correctaeea  of 
them.  I  will  tell  you  why;  Those  figures  are  the  resnlt  of  certain  contracts  under 
which  settlements  were  made  where  the  money  passed  from  one  man  to  the  other. 
and  there  is  no  better  way  of  getting  at  a  tme  resnlt  than  that,  becanse  each  man 
la  bound  to  see  that  he  gets  what  is  dne  him.  There  can  be  no  question  abont 
those  figures. 

Q.  (By  Mr.RiPi.RY,)  Would  this  plan  of  yours  be  more  feasible  if  the  railroads 
more  fully  harmonized  their  Intereets  by  consolidation  than  at  the  present  time? — 
A.  They  can't  carry  it  into  effect  in  any  other  way  than  by  harmonizine  their 
interests.  My  idea  was  to  benefit  the  consumer  aa  well  as  the  corporstiODs  I 
represented,  by  bringing  every  interest,  so  far  as  possible,  into  one  harmonlons 
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orgBBization,  thereby  saving  n  large  amount  of  money  th»t  is  now  thrown  away 
In  the  manner  1  have  jost  described  to  yon. 

Q.  But  an  easential  feature  in  tbat  plan  meant  the  consolidation  of  the  rail- 
roads.— A.  Not  necessarily.  What  I  was  HtriTing  to  do  was  to  control  the  sales 
Dfooal;  then  to  establish  reasonable  and  nniform  prices  based  npon  cost  of  pro- 
dnction.  and  tranaportation  acoording  to  mileage  to  points  of  distribntion:  to  do 
away  with  near-by  high  prices  and  far-away  Tow  prices,  and  the  excessive  and 
nnwarranted  oommissionn  and  proflte  to  middlemen,  which  for  many  years  have 
worked  a  great  injtisti[.'e  to  both  the  consamsr  and  the  producer. 

Q.  (By  Mr.  ToKPKiNa)  In  thHt  connection,  what  wonld  prevent  the  railroad 
company  owning  the  transportation  facilities  and  owtiinK  the  oosi  mines.  If  they 
desired  to  ntUize  their  facilitiea  for  the  best  profit,  patting  the  price  of  coal  to  a 

Eint  where  it  wonld  cost  the  consumer  a  great  deal  more,  ana  where  the  only 
neficioTf  wonld  be  the  railroad  company  and  the  coal-mining  company?  What 
wonld  t>e  the  protection  against  that?— A,  Thepeoplewottldnot  take  the  coal;  they 
conld  not  self  it. 

(J.  They  wonld  t>e  compelled  to  take  U?— A.  No;  the  people  are  not  compelled 
to  nave  anthracite  coal. 

(j.  Yon  are  speaking  only  of  anthracite  coal?'-A.  Tbat  is  all.  Ton  can't  sell 
anthracite  coal  above  a  reasonable  price.  The  moment  yon  get  to  sncb  a  price 
you  have  got  to.Btop.    The  price  will  take  care  of  Itself,  jnat  assure  as  you  live. 

Q.  (By  Mr.  Ripley.)  An  Independent  coal  operator  in  New  York  testified 
before  onr  subcommission  that  the  price  of  coal  at  the  present  time  la  very  near 
the  upper  limit  for  maiimam  sales.  Have  yon  any  opinion  respecttng  that  stat*- 
ment'/— A.  I  do  not  a^ee  with  him.  You  can  get  more  for  anthracite  ooal,  and 
ongnt  to  get  more  for  it  to-day. 

if.  .VIore  than  the  present  price  at  tide  water?— A.  Yes:  anthracite  coal  ought  to 
be  sold  so  that  everybody  could  make  a  reasonable  profit  ont  of  it  at  an  average  of 
$i  a  ton. 

Q.  (By  Mr.  Pabquhar.)  Four  dollars?— A.  Yea. 

Q.  (By  Mr.  Ripley.)  What  Is  the  price  this  year  at  tide  water?— A.  Thatlcan 
not  give  yon  now,  becanse  It  is  too  soon  to  get  average  fignres.  For  the  year  1899 
it  was  S3.82. 

Q.  That  waa  the  average  price  for  a  long  term  of  years?- A.  No:  it  was  the 
average  price  for  1S99.  I  took  the  average  for  20  years  jnst  to  show  you  how 
evenly  the  price  has  been  running. 

Q.  (By  Mr.  Ksnnxdy.)  Didn't  you  say  the  retail  price  is  as  high  as  could  be 
maJutained  and  permit  the  doing  of  business  on  a  large  aoole? 

Ht.  Biplkt.  The  highest  price  consistent  with  maiimnm  demand? 

The  WiTNiBB.  Yes;  out  if  yon  eliminate  the  middlemen  you  do  not  ini 
price  of  ooal  to  the  consumer,  bnt  you  make  u  good  deal  more  money. 

Q.  If  by  reason  of  iheee  economies  of  which  yon  havespokentbecost  of  putting 
the  coal  at  tide  water  were  reduced  by  75  cents  or  |1  a  ton,  would  not  the  pnblic 
be  entitled  to  some  proportion  of  that  saving?— A.  Certainly.  My  Intention  was 
to  give  the  public  half  of  it,  and  the  other  half  wonld  have  made  the  companies 
which  I  reprenented  pay  dividends.    That  was  my  object. 

Q.  (By  Mr.  Clarke.)  Why  should  these  anthracite  coal  companies  sell  coal  In 
competition  with  bituminous  at  a  lose? -A,  Because  there  is  no  use  for  the  small 
Bizeaexcept  in  competition  with  bituminous  coal;  they  could  not  give  it  away.  It 
Uaat  be  taken  by  people  who  use  It  for  making  steam. 

9,  Wliy  is  it  not  better  to  let  it  remain  In  the  ground  than  to  take  it  ont  and 
it  at  a  Iosa?~A.  Because  yon  can  not  get  the  large  hizob  without  the  smaller 
ones,  and  if  you  did  not  sell  them  at  whatever  they  are  worth  in  the  market  in 
competition  with  bituminous  coal,  yon  would  be  so  much  worse  oS.  The  proceea 
of  making  anthracite  coal  is  this:  Here  is  a  vein,  we  will  say  8  feet  in  thickness. 
That  coal  is  all  mined  out  in  the  first  place  as  you  mine  bituminous  coal.  Yon 
take  the  "run  o(  the  mine,"'  and  it  Is  pnt  in  the  breaker  and  crushed  in  order  to 

St  the  different  domestic  eizes,  and  then  it  is  run  over  screens,  aud  as  it  passes 
rough  the  troughs  there  are  little  boya  sitting  thera  and  picking  the  slate  out 
The  whole  50,000,000  tons  that  was  produced  last  year  passed  under  the  eyes  of 
thoneboys;  theyseeitall  and  pick  out  the  slate  aa  it  goes  by.  When  it  paseesover 
tlie  screen  the  very  fine^  of  ii  goes  through  first.  Then  it  passes  over  another 
sizedmeeb.thenanothersize.andsoon,  and  when  it  gets  down  to  the  bottom  you 
have  the  largest  sizes  of  the  coal:  bnt  all  sizes  are  made  through  one  process,  and 
therefore  it  costs  just  the  some  to  make  one  as  to  make  many.  So  this  coal  yon 
have  to  sell,  whether  it  be  culm,  pea,  buckwheat,  or  stove— the  latter  the  highest 
price— coats  just  the  same  at  the  mine,  and  while  some  of  the  sizes  will  bring  ti.25, 
other  sizes  may  bring  only  50  cents.  The  culm  is  the  very  smallest.  Then  yon 
oome  to  the  rloe,  then  the  buckwheat,  tb^i  the  pea,  jnst  according  to  the  aise  of 
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the  screen,  and  as  all  those  aizee  mnat  be  made  in  order  to  get  wliat  we  call  th* 
domestic  sizes  or  higher-priced  sizes,  it  is  obvione  Uiat  a  prodncer  most  sell  taJs 
vhole  !>rodiictloii  of  the  small  si^ee  at  whatever  price  tbey  will  bring  in  the  mar- 
ket in  competition  with  l;iiaminoiiB  coal  or  suffer  a  total  loss  on  say  30  per  cent  of 
his  mine  prodnction. 

Q.  These  are  the  steam  sizes  that  compete  with  bitnmionns? — A.  Yes. 

Q.  (By  Mr.  Fakquhar.)  Doea  not  the  cnlm  becoTia  competitive  for  domestic 
parposes  by  the  nse  of  fans?— A.  It  can't  be  used  for  domestic  purposes  because  it 
IS  so  iine  that  it  will  rnn  through  the  grate;  nor  can  they  use  it  in  a  locomotive 
as  the  exhaust  would  drive  out  BUch  a  large  proportion  of  it.  They  liave  not  yet 
been  able  to  devise  any  way  of  using  the  small  sizes  except  for  steun  parpoees. 

Q.  In  recent  yeare,  how  far  has  fuel  gas  and  illnmmatinggas,  used  in  the  kitch- 
ens of  the  country,  competed  with  anthracite  coal?— A.  That  is  a  very  difficult 
qnestion  to  answer.  It  can  only  be  answered  in  this  way:  If  it  had  not  been  for 
these  other  fuels  coming  into  the  market  in  competition  with  anthracite  coal, 
instead  of  mining  and  transporting  50,000,000  tons,  as  they  now  do,  they  would  be 
mining  and  transporting  75,000,000  or  100.000.000  tons.  It  has  prevented  the 
growth  in  the  use  of  anthracite  coal  that  otherwise  they  would  have  had. 

Q.  (By  Mr,  RiFLEY.)  Has  this  substitution  not,  however,  resulted  in  the  con- 
servation of  the  reserve  supply  for  futnre  years? — A.  Of  course.  Tiventy-five 
million  tons  yon  could  have  mined  and  sold  is  not  mined  or  sold;  it  is  atfll  in  the 
ground. 

Q.  (By  Mr.  Fawjutiar.)  That  does  not  help  the  present  generation?— A.  No. 
Bat  it  is  a.  fact.  and.  beside!!,  you  know,  there  is  always  more  coal  found  when  yon 
come  to  dig  it  out  than  was  ever  estimated  whan  it  was  in  the  ground.  Experi- 
ence has  tauj:ht  us  that.    I  believe  there ia  coal  enough  for  200  years  instead  of  150. 

Q.  In  the  Reading  lands? — A.  No;  in  the  entire  region. 

Q.  How  will  the  reserves  of  other  companies  compare  with  those  of  the  Bead- 
ing?—A.  The  Reading  owns  about  one-third  of  the  whole. 

Q.  (By  Mr.  Ripley.)  There  will  come  a  timo,  unless  the  ownership  changes, 
when  the  Reading  will  own  the  entire  anthracite  coal  in  the  ground  of  the  coun- 
tryi'^A.  I  do  not  know  what  warrauta  you  in  thinking  that. 

Q.  I  ask  you  the  question- yoar  judgmeiit  on  it — that  is  all.— A.  I  do  not  see 
any  indication  of  that  result  at  present. 

Q.  (ByMr.KKHN'EUY.)  Have  the  other  campaniea  reserves  that  willlost  as  long 
as  those  of  the  Reading  company?— A.  Not  all  of  them. 

Q.  Haveanyof  them?~A.  Iconldmentionacompany  that  ha«2S  years'reserve. 
That  is  the  lowest.  From  that  it  will  rnn  up  close  to  the  Beading.  I  know  there 
are  other  companies  that  have  a  very  Inrge  reserve. 

Q.  (By  Mr.  BlFl.EV. )  Are  you  acquainted  with  the  estimate  made  by  William 
Qnfliths  in  the  Bond  Record  of  yeura  ago  respecting  the  ant^acite  coal  supply? — 
A.  I  have  read  that,  but  I  have  forgotten.  I  estimate  we  have  15,000,000,000  tons 
of  anthracite  coal  in  this  region. 

Q.  (ByMr.KENNEOY.]  You  said  a  while  ago  that  7.^  per  cent  of  the  raservea  in 
the  Wyoming  Valley  would  be  exhausted  in  10  years. — A.  No;  not  quite  that-— 10 
percent  in  lU  years  and  7.»  per  cent  in  40  years. 

Q.  They  have  reserve  lands?— A.  Uh.  yes.  The  life  of  a  colliery  Is  about  80 
years.  Then  they  must  open  up  new  collieries,  and  tbat,  of  conrse,  is  a  great 
expense,  for  which  a  sinking  fnnd  should  be  established,  and  which  is  not  now 
doneexcept  by  a  lew  companies.  Remember,  you  have  to  have  a  new  colliery,  a 
new  plant  every  30  years,  and  there  are  a  great  many  millions  now  invested  in 
them. 

Q.  (By  Mr.  Ripley.)  Are  the  most  easily  or  the  least  easily  worked  portions 
of  the  territory  now  being  developed?— A.  The  veins  nearest  the  surface  are 
being  worked  out  first.  You  know  thnre  is  a  good  deal  of  chance  in  sinking 
shafts.  You  may  strike  a  vein  in  one  locality,  in  perfect  place  where  It  has  not 
been  disturbed  at  all,  and  a  few  hundred  fe^it  away  you  may  run  into  a  break,  and 
that  holds  good  all  over  the  region.  It  is  only  by  esperience,  by  putting  down 
ahofts  that  one  can  tell  whether  those  veins  are  in  place  or  whether  tbey  have 
l>een  squeezed  out,  aa  they  are  in  some  places.  For  instance,  I  have  opened  col- 
lieries on  some  tracts  of  land  and  got  one  first-class  colliery  that  would  prodnoi 
cheap  coal,  and  the  other  one  wonid  be  good  for  nothing  and  the  expenditure 
wasted.  That  is  anotjier  thing  that  must  be  taken  into  consideration  in  estimating 
the  coat  of  coal.  There  is  a  good  deal  of  hazard  in  sinking  these  shafts  until 
developments  have  gone  sufficiently  far  to  demonstrate  juat  where  the  vein  la  in 
place. 
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Q,  And  from  Schn^rl^till  a  iKtut  part  of  the  f nttire  snppl7  of  the  coaatry  will 

have  to  come? — A.  Tee. 

(j.  As  a  conseqneace.  then,  we  haye  to  expect  in  the  fntore  a  greater  expense 
of  mining  than  at  present?— A.  Natnrally:  aa  you  go  deeper  the  expense  will 
increofie.  Yon  know  something  about  the  formation,  don't  yon.  of  the  cxmI  veinH? 
We  have,  for  instance,  10  veins  in  some  placea.  with  &  certain  amount  of  rock 
between  them,  and  the  loweet  one  or  those  may  he  down  3.000  feet  in  some  locali- 
ties. Naturally,  as  the  veins  near  the  surface  are  worked  ont  and  yon  have  to  go 
deeper  and  work  ninch  deeper  veins,  it  will  cost  more  to  produce  coal,  and  in  a 
great  many  places  the  deeper  yon  go  down  the  uiore  water  yon  encounter.  For 
instance  the  last  year  I  worked  the  Reading  luinee,  we  pumped  two  tons  and  a 
half  of  water  for  every  ton  of  coal  we  raised. 

^.  (By  Mr.  RirLEY).  Are  yon  aware  of  »n^  tendency  toward  consolidation  of 
the  different  railroadBwhichserve  the  anthracitecoal  territory? — A.  No,  no;  lam 
not  aware  of  any. 

Q.  I  refer  to  the  leasing  or  the  purchase  of  one  road  by  another? — A.  No;  I  do 
not  know  of  any.  All  I  know  is  what  I  see  in  thepublic  prints,  that  oneoompany 
baa  purchased  the  slock  of  another,  and  so  on.  That  yon  know  as  well  as  I.  1 
have  no  inside  information  of  anytbing  in  contemplation. 

Q.  (By  Mr.  Kennf.dy.)  Do  you  know  anythit^  about  the  commnuity-of- interest 
plans?— A.  No:  not  except  in  a  general  way.    That  is  all  on  the  enrface.    I  Uiink 

everyboJy  knows  abo"  *  ''  ""   — " "      '~^-  -  ._  , —  .t .    ... .. 

another,  and  I  uinst  as 
reaolts  for  the  people. 

Q,  The  community- of -intereet  arrangement? — A.  I  do  believe  in  it  I  believe 
when  yon  get  stable  ratee  and  reasonable  rates  the  country  will  be  more  pros- 
perous. I  oelieve  that  there  is  nothing  that  will  produce  great«r  prosperity  than 
eijnal,  reasonable,  stable  railroad  rates. 

Q.  (By  Mr.  Tompkins.)  That  suggestion  applies  to  all  railroad  rates?— A.  Yes. 

O.  Then  we  come  to  the  original  question:  What  would  prevent  those  in  con- 
trol of  the  Hitnation  from  taxing  the  people  for  the  benefit  of  the  combined  iitter- 
este?— A.  The  people.  You  can  t  get  any  combination  of  capital  that  is  big  enough 
In  this  country  to  rob  the  people;  It  can't  be  done.  The  man  doesn't  live,  and 
could  not  live,  that  would  attempt  it,  in  my  jndgment.  That  question  will  take 
care  of  itaelf. 

C^.  {By  Mr.  Kennedy.)  They  are  not  attempting  it.  you  think?— A.  No;  I  do 
not  believe  there  is  any  snch  intention  on  the  part  of  any  men,  and  I  know  them 
pretty  well-  I  know  what  my  own  methods  were  in  trying  to  accomplish  the 
same  thing,  and  I  do  not  believe  there  is  any  man  engaged  in  it  to-day  that  is  not 
engaged  in  the  work  of  self-preservation.  I  do  not  believe  otherwise.  I  have  no 
interest  in  saying  so.  I  am  a  freeand  independent  citizen,  but  I  believe  that,  and 
I  think  I  understand  the  situation  pretty  well. 

You  aek  for  a  division  of  this  tonnage.    The  following  table  gives  the  figures: 

Par  cent. 

Pennsylvania  and  Reading 21 

Lehigh  Valley  _ 1S.65 

Delaware,  Lackawanna  and  Western 12.57 

Central  Railroad  of  New  Jersey - 11.48 

Pennsylvania  Railroad 11.83 

Erie  Railroad '11.51 

Delaware  and  Hudson 9.5S 

Delaware.  Sosguehanna  and  Schuylkill 4.26 

Ontario  and  Western.  _ 3.86 

Q.  (By  Mr,  Clarke.  )  Has  the  New  York  Central  recently  acquired  interest  in 
the  anthracite  regions? — A.  Not  that  I  know  of.  1  do  not  mlleve  that  the  New 
York  Central  aa  a  corporation  has  any  interest  in  the  anthracite  region.  I  nnder- 
Btand  that  some  of  the  stockholders  own  stock  in  some  of  the  anthracite  roads.  I 
do  not  know. 

Q.  It  has  been  stated  within  a  few  ihonths  that  the  New  York  Central  owns 
certain  contracts,  certain  short  pieces  of  road,  and  that  it  was  about  to  build  a 
connecting  link  between  them  and  the  coal  fields?— A.  Does  not  that  report  refer 
to  the  bituminons  fields? 

^.  (By  Mr.RiPi.EY.)  Doeeitnot  refer  totheEriaand  Wyoming  Valley^rhape. 
which  wae  an  independent  road  of  the  Pennsylvania  Coal  CJompany? — A.  Well,  the 
Erie  has  got  that. 

'  The  Erie  luu  reoentlr  taken  tu  and  added  to  ita  toDnase  bo  u  to  glTs  it  llJtl  per  oent. 
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S.  (By  Mr.  Kennedy.)  Do  70a  refer  to  the  report  of  control  of  the  Delaware 
Hndson?— A.  If  thejr  have  control  of  it.  I  don't  know  it. 

Q.  (Bj  Mr.  Kennedy.)  Is  it  tme  that  the  Reading  fixes  the  price  of  coal  and 
that  other  coraitanies  follow  the  lead  of  that  company?— A.  That  I  can  not  tell 
yon,  bei.'SnRe  I  do  not  know  what  the^r  policy  is  now. 

Q.  Uan  yon  aay  whether  that  waa  trne  in  the  past? — A.  I  bslieve  that  when  I 
was  president  of  the  Reading  I  had  considerable  infinence  with  other  people;  yes. 
That  is  what  I  waa  there  for. 

Q.  iBy  Mr.  RiPi,EY.)  Are  yon  aware  of  the  pnrchaae  of  the  Central  Railroad  of 
New  Jersey  by  the  Reading? — A.  Not  except  from  the  tinbllc  prints. 

Q.  I  mean  by  the  pnblic  preaa.  Would  not  a  combination  that  increased  the 
tonnage  of  the  Reading  directly  give  that  company  a  still  more  important  voice  in 
fixing  the  prioe?— A.  No;  it  does  not  increase  their  tonnage  at  all. 

Q.  Not  the  direct  tonnage,  bnt  the  tonnage  control'ed  by  the  two  roada;  it  adds 
the  proportion  formerly  carried  by  the  Central  Railroad  of  New  Jersey  to  that 
formerly  carried  by  the  Reading,  does  it  not?— A.  No.  HowdoOsitdo  that?  Ttiiey 
all  go  on;  they  each  have  their  coal:  they  each  hare  their  coal  companies;  trana- 
porting  it  does  nnt  change  their  movement  at  all. 

U.  Wonld  it  not  be  an  advantage  In  the  case  of  having  two  parallel  lines  that 
eacn  carry  coal  under  one  management?— A.  That  is  impoeaible;  it  never  will  be 
done;  it  can  not  be  done;  it  is  ont  of  the  qneation. 

Q.  Do  yon  know  of  any  legal  bar  to  the  actnal  consolidation  of  theee  roada? — 

(j.  Where  is  it  fonnd? — A.  I  think  tbe  lawa  of  New  Jersey  now  prevent  the 
combining  and  consolidation  of  railroads. 

Q.  Will  yon  state  what  was  the  canse  of  the  receivership  of  the  Reading  Rail- 
road? Was  it  the  leases  of  I8US? — A.  Actnal  lack  of  capital  to  carry  ont  Its  own 
plans. 

Q.  Was  not  there  also  a  conatitntlonal  provision  prohibiting  sncb  a  lease?— A, 
Yes;  the  State  brought  snit  to  cancel  tbe  lease. 

Q.  What  wa.4  the  ontcome  of  that  suit?— A.  The  snit  was  discontinued  because 
the  Reading  went  into  the  receiver's  bands;  the  parties  on  both  sides  thonght  It 
was  not  to  their  advantage  to  continne  the  snit,  and  It  was  dlacontinned. 

Q.  Did  not  Chancellor  McOill  render  a  decision  at  that  time?— A.  If  my  recol- 
lection serves  me  right,  I  do  not  think  he  did;  1  think  tbe  anit  was  discontinned 
before  he  rendered  any  decision,  if  my  memory  serves  me  right.  1  do  not  Uilnk 
he  did. 

Q.  A  constitntional  provision  prohibiting  the  lease  of  tbe  Lehigh  Valley  or  of 
the  Central  of  New  .lereey  to  a  Pennsylvania  oorporatdon  would  not  operate 
against  an  actnal  pnrchase?- A.  No. 

Q.  So  tbatapnrchaserat  the  present  time  wonld  not  be  prevented  from  mak- 
ing his  pnrobnse  by  the  legal  obstacles  which  stood  in  the  way  of  consolidation  In 
IS^'J?- A.  Ob,  of  course  not;  1  know  of  no  way  that  yon  can  prevent  a  man  frcnn 
baying  property  if  he  has  tbe  money  to  pay  for  it. 

Q.  Ara  yon  aware  of  the  terms,  as  printed  in  the  pnblic  press,  nnder  which  the 
Pennsylvania  Coal  Company  was  transferred  to  uie  Erie  Railroad? — A,  All  I 
know  about  it  is  what  I  saw  in  the  public  press. 

Q,  Have  yon  formed  any  judgment  as  to  the  financial  expediency  of  snch  a  pur- 
chase?—A,  I  think  it  is  vrlae. 

Q.  For  the  Erie  Railroad?— A.  Tee. 

Q.  And  for  what  reason?— A.  Because  it  eecnres  to  that  road  a  tonnage  Uutt 
might  otherwise  get  away  from  it;  I  think  it  was  a  good  move. 

Q.  Have  you  any  judgment  as  to  the  price  paid  for  the  securities  of  the  Penn- 

Ivania  C<^1  Company  bo  far  as  that  price  was  mentioned  In  the  public  press? 
as  it  high  compared  with  the  financial  position  and  pOHSibilltiea  of  the  com- 
pany?— A.  No;  I  think  it  iaworththepriee.  Yonmnstremember  that  anthracite 
coal  is  getting  more  valuable  with  every  ton  that  is  taken  ont  Yon  can  never 
replace  it  again.  The  Pennsylvania  company  has  a  large  tonnage  left  unmlned, 
and  that  tonnage  is  now  secured  to  the  Erie  road.  There  has  been  no  money  in 
mining;  they  want  the  transportation  of  the  coal. 

Q.  Thetransportationof tfiatooal,then,isprofitabletotberoad?— A.  Reaaona- 
bly  BO  only. 

(j.  It  wonld  seem  that  If  they  assume  so  great  financial  responsibility  there 
most  be  considerable  profit?— A.  The  Brie  will  pay  off  all  that  debt  through  the 
sinking  fund  of  10  cents  per  ton,  as  they  have  provided,  and  It  will  be  wiped  ont, 
and  without  any  burden  to  the  Erie. 

Q.  That  10  cents  will  be  put  on  the  price  which  will  be  charged  for  the  coal  at 
ttde  water,  will  it  not?— A.  Not  necessarily.  It  will  be  sold  in  competition  witli 
all  the  other  coal  and  at  tbe  same  price. 


»; 
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\f  reduce  the  proflta  on  coal  for  somebody? — A.  Yea, 

iRD  for  some  other  ootupanj  which  has  not  baen  conserrative 


Q.  It  will  rimpir  reduce  the  proflta  on  coal  for  somebody?— A.  Yea;  it  will 

thatmncta  lesatnan  for  aome  other  oompanj  which  has  not  b"" ■" 

enough  to  provide  a  rinking  fnnd,  as  all  ahoiud  do.    And.  aa  all 


Q.  ' 


natore  will  meet  with  a  day  *t  reckoning  which  I  ^o  not  wish  to  contemplate. 

Q.  The  debt  provided  for  by  the  sinking  fund  will  be  eztingaiBhed  when  the 
COM  ia  eshansted? — A.  Yee. 

Q.  Is  that  a  common  practice  with  the  other  roads  to  yoor  knowledge?— ^A.  It 
is  roceivlng  more  cooHiaoration  now,  becanse  people  are  Heeing  that  they  mnat  do 
that  to  liquidate  the  debts  for  large  smue  of  money  which  have  been  invested  in 
cool  lands. 

Q.  The  foundation  of  rach  linking  funds  is  going  to  stUl  further  increase  the 
cost  of  putting  the  coal  npon  the  market  as  yean  go  on,  Is  it  not?— A.  I  suppose 
ttiat  wUl  be  takoi  into  considoration,  jaat  as  you  take  into  considers tion  tho 
increased  amount  paid  to  tiie  miners  or  the  increased  cost  of  taking  cool  ont  of  deeper 
mines  and  so  on;  that  is  porfectly  natnral. 

Q.  (Bv  lir.  KsHNBDY.)  Now,  now  mjiny  times  has  the  Reading  been  in  the 
hands  of  reoeivera,  Mr.  McLeod?— A.  Four  times.  I  think. 

Q.  Can  you  stat^  what  the  caneee  were  tiiat  forced  the  receiverahips  in  each  of 
those  cases?- A.  It  increased  ite  debt  too  largely  in  financing  the  cohj  lands  with 
bonds:  it  could  not  earn  the  interest  on  the  bonds  and  had  to  go  to  tho  walL 

Sin  any  caae,  was  it  the  result  of  minous  competition,  so  called? — A.  Yes:  it 
cool  below  cost;  away  l>clow  coat  It  sold  coal  before  the  Reading  receiver- 
ships Bs  low  as  $2.48  a  ton  at  tide  water, 

Q.  (By  Hr,  LiTCBUAii.)  What  was  the  effect  upon  the  volume  of  stock  and 
bonds  of  the  reorganization  of  the  Reading  Railroad  after  the  receivership  of 
iHVSl — A.  The  debt  was  increased  somewhat. 

3,  Was  not  the  cause  of  that  receivership  the  eiceaaive  capitaUzatii.'n  and  isane 
iKinds  incnrred  in  financing  the  coal  operations?— A,  No;  the  canse  of  that 
recaivership  was  a  lack  of  capital.  For  ins^ce.  when  I  leased  the  Lehig;h  Valley 
and  the  Jersey  Central  and  took  over  their  coal  operations  and  the  individn^ 
operators  as  well,  I  fonnd  that  I  had  $i;i,000,000  invested  in  coal  and  in  carrying 
the  customers  of  the  companies.  The  Reading  did  not  have  that  mnch  capital, 
and  I  had  to  borrow  $8,000,000  of  that  3ia,000.000.  Then  the  panic  of  1893  came 
on.  1  had  arranged  to  fund  that  ^8,000,000  of  floating  debt  by  selling  securitioa, 
etc,,  giving  me  a  working  capital  of  $17,^00,000,  bnt  the  parties  who  were  to  fur- 
nish the  money  had  six  months  in  i^vbich  to  do  it,  and  on  account  of  that  panic 
coming  on  before  I  could  got  the  money,  there  was  nothing  in  the  world  for  me  to 
do  except  to  pat  the  Reading  in  the  hands  of  the  receivers  to  save  its  securities. 
That  is  the  reason  I  did  it, 

Q.  Was  it  not  necessary  at  that  time  to  purchase  outright  large  amounts  of  coal 
produced  by  independent  operators? — A.  It  was  not  necessary.  I  did  it.  I  made 
all  those  contracts,  and  that  coal  was  purchased  onder  those  contracts,  whicli 
proved  to  be  a  good  thing  because  it  has  stood  ever  since. 

S.  Would  tbase  Independent  operators  not  have  interrupted  the  Philadelphia 
Beading  Railroad  at  this  ttmo  bad  yon  not  pnrchasecl  their  coal? — A.  No; 
I  never  had  any  trouble  wuh  the  individnal  operators.    Tho  individual  operators 


Q.  Have  you  ever  shipped  any  coal  for  the  firm  of  Coxe  Brothers? — A,  Yes;  I 
made  a  contract  with  Cose  Brothers  and  built  a  road  in  to  get  their  coal. 

Q.  Was  the  Philadelphia  and  Reading  Railroad  involved  m  the  well-known  case 
of  Coxe  Brothers  v.  The  Lehigh  Valley  before  the  Interstate  Commerce  Commis- 
sion?— A.  No;  not  at  all. 

Q.  There  was  complrint  at  that  time,,  was  there  not,  on  the  part  of  the  inde- 
pendent operators,  that  they  charged  an  undue  amount  for  the  carriage  of  their 
coal? — A.  I  only  know  by  wtiat  i  saw  in  the  prees  that  Coie  Brothers  had  a  euit 
pMidlng  with  toe  Lehigh  Voliey. 

J.  Was  not  the  price  charged  for  transportation  by  the  Lehigh  Valley  nracti- 
y  the  same  that  was  charged  by  all  the  other  roads?— A.  I  think  to.    I  think 
the  roads  all  charge  the  same  rat«. 

Q.  Was  not  that  case  of  Coze  Brothers  v.  The  Lehigh  Valley  practically,  then, 
a  statement  of  the  attitude  of  the  independent  operators  toward  all  the  anthracite 
coal  movers?— A.  No;  I  do  not  think  it  was.  An  individnal  might  have  a  griev- 
ance that  some  other  Individual  would  not  have. 

Q.  Assuming  that  its  grievonoe.  however,  was  purely  a  financial  one,  nut  per- 
sonal, would  that  atill  not  be  troe?— A.  One  in^vidual  might  not  lie  aatiafled 
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with  what  another  fndividnal  wonld  be  satisfied  with.  I  do  not  know  what  the 
Coxe  Brothers  claimed;  I  never  saw  what  their  claim  was;  I  never  read  It.  Now, 
Goie  Brothers  may  have  soaght  to  get  something  that  was  not  fair — I  do  not  know 
about  that — but  J  believe,  so  far  as  my  knowledge  goes,  the  individnal  operators 
were  ulwaysfairlj  dealt  with,  because  1  dealt  with  tnem  myself,  and  I  know  1  dealt 
with  them  fairly. 

Q.  At  the  time  ot  entrance  into  New  England  territory  was  the  oontrolling 
,  interest  in  the  stock  of  the  Boston  and  Maine  actually  pnrchased? — A.  No. 

Q.  Will  yoQ  make  any  statement  respecting  the  character  of  that  control? — A. 
That  was  largely  through  personal  inftnence. 

Q.  It  was  not,  then,  byactnal  purchase?— A.  I  purchased  enough  of  the  stock  to 
give  me  what  we  call  a  standing  with  the  rest  of  the  stockholders  of  the  property, 
and  by  that  I  persoaded  them  to  make  me  president  of  the  road,  but  I  conld  not 
control  the  company  by  actual  vote—nothing  like  it. 

Q.  Is  not  that  sitiution  typical  of  the  situation  of  many  other  roads  in  the 
couniiy,  namely,  that  the  actual  control  of  far  leas  than  a  majority  of  the  capital 
Stocktnvea  virtual  control  of  the  policy  of  thecompany?— A.  Thatdepeniialargely  , 
upon  tne  standing  and  tnflnence  of  the  party  who  holds  a  large  interest;  that  is, 
the  personnel  enters  very  largely  in  an  arrangement  of  that  kind,  as  yon  can 
readily  understand.  An  objectionable  party  certainly,  as  you  know,  can  not  buy 
a  smaU  Interest  in  a  road  and  control  it. 

Q.  But  partiee  in  good  Bnaucial  jtandlng  might  b^  getting  absolute  control  of 
80  per  cent  of  the  stock  of  a  railroad  dictate  its  policy  in  many  inatancos.  owing 
to  the  apathy  of  the  remaining  faction  of  the  stockholders?— A.  If  they  dictated  h 
policy  that  was  in  the  interest  of  the  majority  of  the  stockholders,  I  imagine  they 
would  get  along  all  right;  but  if  it  was  not,  I  do  not  think  they  would  stay  there 
very  long. 

Q.  (By  Mr.  Kbnnedy.)  I  would  like  to  ask  you,  Mr,  HcLeod,  what  effect  the 
stnkoof  IBUOhad  upon  the  price  of  coal? — A.  It  had  a  tendency  to  advance  it,  and 
did  advance  it.  I  will  give  yon  another  instance.  We  had  a  strike  the  latter  part 
of  1987  and  the  first  part  of  1888,  when  the  price  of  coal  went  np  immediately:  I 
will  show  you  how  the  average  price  went  np.  For  instMico,  in  18S7  the  average 
price  was  S^J.OT;  but  as  the  result  of  that  strise  from  the  last  day  of  the  month, 
18S7,  rnnning  into  18S8,  the  average  price  for  the  whole  year  of  1888  was  j:!.8tl. 

CJ.  I  would  like  to  ask  yon  whether,  in  yonr  belief,  tho  strike  of  1000  was  one 
that  was  welcomed  by  the  railroads  as  a  good  thing  in  their  interest? — A.  No;  1 
think  they  did  all  they  could  to  prevent  it. 

Q.  One  gentleman  said  in  New  York  on  that  line  that  Mitchell  and  the  Mine 
Workers'  Union  did  what  the  coal  roads  and  coal  prodncers  had  never  been  able 
to  do:  that  they  bronghtabouta  complete  stoppage  of  work,  and  the  owners  were 
thereby  enablod  to  work  oS  their  surplus  stocks  at  increased  figures,  and  therefore 
that  the  strike  was  a  good  thing  for  the  railroads,  a  good  thing  for  the  independ- 
ent operators,  and  a  good  thing  for  the  miners. — A.  That  has  beon  the  practical 
resnlt.  But  I  know  personally,  because  I  know  all  those  men  at  the  head  of  these 
OTopertleB,  that  they  did  not  want  a  strike:  they  did  all  they  could  to  avert  it. 
The  very  fact  that  they  granted  the  miners'  demands  shows  that  they  did  not  want 
any  strike. 

Q.  Did  political  influence  have  much  effect  in  settUng  that  strike?— A,  Oh,  that 
I  know  nothing  about. 

<^.  (By  Mr.  Clarke.)  Whomade  the  money  when  the  price  advanced? — A.  The 
miners,  I  think.  That  is  the  way  it  looks  to  me  up  to  this  time.  I  do  not  think 
coal  haa  gone  up  enough  to  let  them  out  yet. 

Q.  How  abont  the  middlemen?— A.  The  middlemen  always  get  about  the  same. 
Their  commissions  are  about  the  same,  no  matter  what  coal  costs  or  what  price  it 

Q,  Did  not  the  middlemen  advance  the  price  before  there  was  any  advance  In 
the  price  at  the  seaboard?— A.  They  may  have  done  so.  Probably  they  took 
advantage  of  the  situation  to  ask  an  advance  on  some  coal  they  had  on  hand — 
natn  rally. 

tj.  I  would  like  to  inquire  now,  although  it  may  possibly  be  a  little  ont  of  the 
connection,  how  the  coal  is  mined  by  the  coal  companies— whether  by  employing 
men  or  by  contracting  the  work? — A.  By  both  methods.  Usually  in  the  mine 
there  are  some  of  the  miners  who  work  on  a  contract.  They  get  so  much  a  vard 
for  cutting  coal  and  they  employ  their  own  help.  Then,  a  great  many  work  by 
the  day,  and  I  can  give  yon  the  average  that  those  men  make  on  the  surface  and 
under  tponnd.  The  average  wage  for  above-ground  foremen,  for  iiislance— yon 
know  there  are  foremen  above  ground  and  foremen  under  ground— is  5'i.71  a  day, 
uid  the  average  for  mechanics  above  gronod  is  tl.t)'2.  The  average  for  laborers 
above  ground,  $I.3S;  boys  under  16,  63  cents.  Below  ground  foremen  get  33.05; 
uunets,  13.10;  laborers,  11.63;  boys  under  16,  8»  c«nts  a  day. 
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Q.  Does  that  mean  Hteadj  employmetit  dnring  the  year? — A.  No;  the  averaKo  is 
about  200  days  a  year. 

Q.  (By  Mi-.Kennedv.]  I  waa  going  to  suggest  that  Mr.  McLeod  ehould  pat  in 
hiB  teetimony  a  vary  great  deal  of  material  that  ha  hat  that  may  not  be  brought 
out  by  ounjuestions.— A.  I  would  be  glad  to  do  so,  because  I  feel  that  tbe  more 
tbja  subject  is  talked  about  and  ventilated,  the  better  it  will  bQ  for  everybody. 
For  iuEtance,  a  committee  of  the  legislature  of  New  York  was  appointed  toiuves- 
tigate  the  aobject  when  I  leased  ttiose  properties,  and  there  was  a  great  hue  and 
cry  that  1  was  trying  to  make  u  combination  to  increase  the  price  of  the  necessa- 
rioH  ol  life,  and  all  that,  and  I  said:  "  Gentlemen.  I  wish  to  go  before  you  and  teLl 
yon  everything  I  know.  I  wonld  like  to  bring  flur  books  aud  show  yon  what  we 
have  besD  doing,  because  I  believe  that  the  more  that  is  known  about  these  things 
and  about  this  business,  the  more  our  methods  will  appeal  to  your  sense  of  justice 
and  fairness."  And  I  think  so  now;  and  while  I  am  not  directly  iuteresU^d  in  the 
bosiDBse  at  this  momeut,  I  have  not  changed  my  mind  a  bit.  I  think  that  the 
more  this  subject  ia  brooght  to  the  attmition  of  people  like  yonreelvea,  who  are 
interested  in  making  laws  for  the  protection  of  everybody,  which  means  fairness 
to  man  and  man,  the  better  it  would  be  for  the  people  and  for  the  corporations  too. 
Of  course,  all  that  I  think  aud  believe  is  in  the  direction,  as  you  understand,  of 
jnst  what  is  being  done,  because  I  believe  that  the  close  control  of  these  corpora- 
tiona  will  produce  better  results  to  the  people  and  better  to  themselves  than  if 
they  were  allowed  to  run  down  by  ruinous  competition  until  finally  the  people 
nil!  have  to  pay  more  money  for  coal.  1  say  that  because,  as  I  have  said  here 
before,  you  can  only  mine  and  you  can  only  distribnte  anthracite  coal  to  the  con- 
anmer  within  a  short  period  of  the  year— not  over  <t  mouths.  There  are  Smonths 
that  yoa  can  scarcely  give  it  away.  You  might,  approaching  the  season  when 
they  want  to  consume  it,  but  after,  in  the  spring  months,  you  can  not  doanything 
wit^  It;  and  the  only  way  that  yon  can  mine  and  handle  and  distTlbut«it  in  tbeinter- 
est  of  the  people  is  to  have  it  done  by  the  great  corporations.  Corporations  hav- 
ing IarKecapital,whocan  miiieand  produce  cheapcoal  and  give  it  to  the  consumer 
when  he  wants  it,  and  yon  can  not  do  it  in  any  other  way.  Yon  can  readily  see 
now  if  this  coal  was  not  mined  in  Mny,  June,  July,  and  August,  and  if  those 
mines  were  idle  all  those  months  how  it  would  be.  The  tnteiest  on  the  invest- 
ment in  the  plants  and  on  everythiu)^  is  accumulating  all  the  time,  your  fixed 
charges  are  going  on,  and  the  investment  would  have  to  be  doubled  ir  the  com- 
panies had  to  mine  and  move  the  coal  dnring  the  months  when  consumers  will 
take  it.  Then  no  individual  would  be  capable  of  conduLting  the  business  In  the 
way  in  which  it  must  be  conducted.  It  must  be  done  by  a  large  aggregation  of 
capital  and  thorough  organization  on  a  iaige  scale.  Bituminons  coal  mining  Is 
very  different.  Bituminous  coal  ia  taken  the  year  round  in  about  e(.|ual  propor' 
tions.  But  anthracite  ia  a  commodity  that  is  manufactured,  practically — put 
through  these  breakers  and  all  this  process— and  it  is  only  needed  within  certain 
times  of  the  year.  And  I  tell  you  if  it  ia  not  done  in  this  wny  it  will  cost  the  con- 
sumer very  much  more  money  than  it  is  costing  now,  and  sometimes,  unless  done 
in  this  way,  consumers  would  not  be  able  to  get  it  at  all.  You  can  not  mine  and 
move  coal  as  fast  as  it  would  be  needed  daring  those  mouths  of  the  year  when 
everybody  wants  it. 

Q.  Laet  fall,  as  we  nnderstand,  the  mine  workers  bad  only  about  13,000  men  of 
that  anthracite  region  in  their  organization.  We  now  nnderstand  that  they  have 
upward  of  SO  per  ceiit  of  tho  men  organized,  and  that  they  are  moving  in  the 
•direction  of  getting  recognition  for  their  union;  that  is,  that  they  shall  confer  and 
arrange  a  scale  of  pric.es  and  fix  couditions  for  every  sncceeding  year,  as  is  done  in 
the  bituminous  regions.  I  would  like  to  ask  you  what  is  your  opinion  as  to  the 
wisdom  of  the  managers  of  the  railroads  and  coal  carriers  and  operators  mei'ting 
them  on  this  question  of  arranging  a  scale  of  prices  every  year  for  them?— A.  I 
can  beat  anawer  thatquestionby  stating  what  I  did.  When  I  was  in  a  position  of 
authority  and  had  strikes  on  my  hands— I  have  had  some  of  the  largest  strikes 
that  we  have  had  in  this  country — my  polity  was  never  to  raise  the  issnu  as  to 
whether  a.  man  belonged  to  a  labor  organizution  or  not.  He  would  come  and  see 
me;  if  he  was  respectable&nd  respectful  when  he  was  in  my  presence  I  did  not  care 
who  he  waa;  and  I  found  that  that  way  of  treating  with  men  whs  the  very  best. 
That  ia  a  practical  answer  to  your  question.  I  btTieve  that  the  best  way  to  deal 
with  men  is  to  look  them  square  in  the  face  and  talk  to  them  and  try  to  arrive  at 
something  that  Is  reasonable  and  fair  without  resorting  to  force  on  either  side.  I 
believe  in  that  policy,  and  I  believe  it  can  always  be  pursued. 

Q.  Do  you  not  believe  that  the  men  can  get  better  results  for  themselves  by 
going  to  the  corporation  in  an  aggregate  capacity  and  conferring  with  them  in 
that  way?— A.  I  do.    I  certainly  think  that  men  make  a  mistake  when  they  dele-  - 

Ste  their  power  to  some  other  party.    I  tiink  that  men  would  always  get  what  is 
ir  in  the  end  if  they  would  be  frank  and  go  to  their  own  people.    1  do  not  believe 


576  INDUSTRIAL   OOMJOaSION: — TRANSPOETATIOIT. 

there  is  an  employer  in  the  coontry — if  there  is  I  am  veiy  Ksnj — that  will  not 
meet  with  hia  men,  no  matter  whether  they  belong  to  a.  labor  or^anizaUon  or  not. 
Men  hare  the  right  to  organize,  in  my  jadgmeat,  just  as  well  in  the  capacity  of 
labor  as  they  have  in  any  other.    I  do  not  believe  in  discriminating. 

Q.  I  wonid  like  to  ask  yoor  opinion  about  the  present  emergency  which  seema 
to  be  npon  the  people  in  the  anthracite  coal  boaioess.  The  men  are  organized, 
over  80  per  cent  of  them;  they  wont  the  companies  to  meet  their  representatives 
in  conference  and  fix  the  price  and  fix  other  oonditiona.  more  for  Tecognition  of 
the  anion  than  anything  eise.  If  that  does  not  mean  an  increase  in  the  wages, 
which  we  nnderstand  it  doe«  not  at  the  present  time,  bat  jnat  a  recognition  of  the 
anion  as  it  is  recognized  in  the  b it aminoos  fields,  do  ^oa  think  it, is  the  part  of 
wisdom  for  the  mine  operators  to  hold  out  against  giving  this  recoKnition  .that 
they  desire  and  thne  bring  abont  a  cessation  of  work  and  |>erbap3  a  higher  price 
for  coal?— A.  Their  action  one  way  or  the  other  meana  nothing.  It  is  mere  words, 
because  when  they  advanced  the  wages  of  the  men  they  gave  them  all  the  recog- 
nition that  they  needed.  Ah  yon  eay  yonrself,  there  were  only  20  per  cent  of  them 
in  the  organization  before  that  and  now  tbera  are  80  per  cent  in  it.  There  is  a  eab- 
sttuitial  recognition.  Now,  no  matter  whether  they  meet  them  or  not,  those  men 
are  in  the  organization;  they  are  there,  and  it  ia  a  mere  matter  of  words  which  do 
not  change  Uie  facts  at  all  as  I  view  it.  And  it  does  seem  to  me  that  there  onght 
to  be  some  way  when  yon  have  got  a  great  body,  an  army  of  145,000  or  130,000 
men,  of  meetb^  them,  bo  long  as  thev  are  reepectfnl.  It  does  seem  to  me  so.  Of 
coarse,  if  meeting  them  means  that  tne^are  going  on  demanding,  and  are  notaat- 
isfl«d  with  obtaining  reasonableoonceasions.thenitbecomeeaqaeBtion  of  bnsinen 
One  concession,  I  am  sorry  to  say.  often  means  to  men  of  that  kind 
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they  ask  for,  and  they  are  bo  likely  to  go  on  and  crowd  the 

In  other  words,  they  will  simply  make  the  employer  say,  "I  will  not  do  anything; 

yon  may  strike  if  yon  wish."    That  is  the  danger. 

Q.  Ttiey  are  human,  and  theemployersandcapitalistsof  thecoontry  arehnman 
too;  and  yon  think  there  is  also  danger  of  the  combined  capital  of  the  country 
going  on  and  crowding  more  and  more  becanse  it  has  the  power  to  do  it?— A.  No; 
I  do  not. 

Q.  Do  yon  think  the  capitalists  will  be  more  reasonable  than  the  men  who  work 
for  their  daily  bread  will  be? — A.  Why.yoahkveaninitancerigbt  here.  Onecom- 
pany  has  been  buying  into  another  recently,  and  the  very  Orst  time  the  minera 
asked  an  advance  they  got  it;  and  they  are  more  likely  to  get  it  nnder  thoee  con- 
ditions  than  they  ore  under  the  other.    The  individual  operator  could  not  have 

afforded  to  give  them  that  advance  witho"'"  "" " —  ■""  <---'-'•■--- 

and  they  are  more  likely,  in  my  judgment 
haTmoDtziug  influences  which  are  going  oi 

(Testimony  closed.) 

Whereupon,  at  4.50  p.  m. ,  the  commlsBion  took  a  recess  until  Monday,  March 
18,  at  10.^  a.  m. 
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President,  Coax  Bros.  A  Co.,  hicorporaled. 
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Q.  (By  Mr.  Fuilups.)  Will  you  state  your  full  name  and  address  and  yonr 
business  poeitlon?— A.  My  name  is  Irving  A.  Stearns.  I  am  president  of  the 
Ooze  Bros.  Sc  Co. ,  Incorporated.  Onrm^  office  is  at  Drlfton,  Pa.,  but  I  snend 
most  of  my  time  at  143  Liberty  street.  New  York,  and  my  reeideuce  is  at  Wllkes- 

Q.  Have  yoti  any  official  relation  to  other  cor^rations  enraged  in  the  coal- 
mining induHtry  or  transportation?— A.  I  am  president  of  the  Delaware,  Snsqne- 
hanna  and  Schuylkill  Railroad  Company,  whiuh  is  owned  by  the  same  parties  tuat 
own  Coie  Bros.  &,  Co. 

Q.  Will  you  describe  the  location  of  these  enterprises?— A.  The  mines  of  Coxe 
Broa.  &  Co.  are  located  in  what  is  known  as  the  Lehigh  reinon.  They  are  scat- 
tered over  considerable  territory.  [Indicating  on  charL]  Everything  as  shown 
'^-  ......  .     ^       ^        -.^       "atothe  location,  as 
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Q.  Will  yon  deocribe  the  location  of  tha  Delftw&re,  Snsqnehannaand  Scbnylkill 
Bailroadin  f^naeral,  its  len^h  and  iti  principal  connections? — A.  It  connects  with 
the  PennaylTania  Railroftd  at  what  is  Known  as  Oom  Run  Junction  and  eztenda 
to  Hazleton,  to  Drifton,  and  to  BeaTer  Mefidow  and  Unelda.  connecting-  all  th« 
coUieriea  of  Coxa  Bros.  &  Co..  Incorporated;  and  it  also  connocta  with  the  Penn- 
sylvania Railroa'l.  the  Lehigh  Valley  Railroad,  the  Philadelphia  and  Reading, 
and  the  Central  Railroad  of  New  Jersey. 

(j.  Before  proceeding  to  take  np  in  detail  the  dlSorent  topics,  have  yon  any 
general  statement  which  yon  are  prepared  to  snbmit  reepenting  the  state  of  tbie 


anthracite  coal  industry,  or  any  movements  in  progres 

Q.  In  what  way  are  the  rates  upon  anthracite  coat  made  nu  at  the  present  time 
A.  That  is  a  (juration  that  does  not  come  to  meat  all.  as  all  of  our  coal  that  g 


to  tide  vatar  ib  ahipoeil  over  the  Lehigh  Valley  Railroad  o 
own  trains,  and  with  onr  own  crews.  All  our  weet«m  and  line  coal  is  shippad 
over  the  Pennsylvania  Railroad  to  line  points,  except  what  we  ship  by  lake,  which 
goes  to  Buffalo,  over  the  FennsylTaiiia  all  the  way  now,  though  it  formerly  went 
over  the  Pennsylvania  to  Emporium.  We  have  nothing  whatever  to  do  with 
making  rates 

Q.  Are  there  any  individttal  operators  who  ship  over  your  line?—A.  No.  We 
purchase  coal  from  Mr.  C.  Pardee,  at  his  breaker,  and  of  course  that  goes  over  our 
llnee,  but  it  goes  aa  our  own  coal. 

Q.  Have  you  knowledge  of  the  system  nnder  which  coal  is  generally  shipped  by 
the  individual  operatcws,  or  the  relations  which  exist  between  independent  opera- 
tors and  the  railroads? — A.  For  several  years  past  the  great  ma  jority  nave  sold  their 
ooal  to  the  railroad  companies  on  a  percentage  basis;  that  is,  60  per  oent  of  the 
tide  water  price  to  the  operaUw,  and  the  railroad  company  received  the  other  40  per 
cent,  the  railroad  company  guaranteeing  the  salee  and  paying  all  of  the  szpensee 
of  them. 

Q.  So  tiut  the  system  under  which  coal  was  formerly  shipped  by  Coie  Bros,  ft 
Co.  prior  to  the  constrnction  of  the  Delaware.  Snaquebanna  and  ScbuylkDl  Rail- 
roBO  was  on  that  basis?— A.  No;  I  think  not.  I  do  not  think  they  ever  shipped 
under  that  special  contract.  I  do  not  speak  from  knowledge,  but  only  from  aear- 
say.    Tbey  had  some  traffic  arrangementB  with  the  Reading  Railroad  Company. 

Q.  Will  you  describe  the  causes  which  led  to  the  constrnction  of  the  Delaware, 
Snequehanna  and  ijchuylkill  Railroad  by  the  firm  of  Coze  Bros.  &  Co.l—A..  1  am 
not  In  a  position  to  state  them  definitely,  as  I  have  only  been  in  their  employ  for  3 
years,  and  the  only  two  men  who  could  probably  answer  that  qnestion  are  Eckley 
B.  Coze  and  B.  B.  Ely.  who  are  dead.  Bnt  I  have  nnderstJiod  the  object  In  build- 
ing this  railroad  was  to  connect  all  their  collieries,  so  they  could  deliver  their  coal 
to  any  of  the  different  roods  with  which  they  connect,  and  which  I  meutionsd— the 
Pennsylvania,  the  Lahlgh  Valley,  the  Reading,  and  the  Central  Railroad  of  New 

Q.  Coxe  Brothers  is  a  firm? — A.  It  was  a  firm  up  to  December  81, 1895.  Since 
then  it  has  been  a  corporation. 

Q,  Is  the  corporation  Independent  of  any  particular  line  of  railroads  in  making 
Its  shipments?— A .  Except  to  tide  water.  We  have  a  trackage  oontract  with  the 
Lehigh  Valley  Railroad  l)y  which,  as  I  stated  before,  we  rnn  our  own  oars,  onr 
own  trains,  and  onr  own  crews  to  tide  water. 

Q.  Are  there  any  other  firms  or  corporations  which  have  similar  relatione  to  the 
railroads,  to  your  knowledge?— A.  No;  not  that  I  know  of.  I  am  snre  there  are 
not. 

Q.  Are  yon  aware  of  any  proposition  made  to  the  Independent  operators  for  an 
increased  proportion  of  the  tide-water  price?— A.  Yes;  they  have  made  an  offer,  I 
think  of  OS  per  cent  for  their  coal,  85  per  cent  to  go  to  the  railroad  company  for 
freight.  This  reenlt  was  arrived  at,  I  think,  by  a  committee  of  individual  oper- 
ators and  a  committee  representing  the  raOroad  companies.  They  had  sessions 
lasting  over  ssveral  weeks,  and  that  is  the  result  of  the  conference.  That  ia  the 
proposition  made  by  the  railroad  companies  to  the  individual  aperat<nv  on  the 
OiSerent  lines. 

Q,  Was  snch  proposition  uniformly  offered  by  all  the  railroads  in  this  terri- 
tory?—A.  I  understand  it  was. 

Q.  Substantially  identical  in  all  cmnpanies?— A.  Yes. 
.  Have  you  any  knowledge  as  to  the  reception  given  to  this  prcmoeition  by  the 
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contracts.  I  have  also  been  informed  that  none  of  the  o[»eratorHon  the  lines  of  the 
Lehigh  Valley,  Jersev  Central,  and  otber  railroads  had  signed  them  up  to  10  days 
or  2  weeks  ago,  whicn  was  the  last  I  heard. 

%(By  Mr,  Phillips.)  How  much  per  ton  or  car  is  titia  price  which  they  get, 
per  cent  and  35  per  cent?— A.  It  Is  65  per  cent  of  the  tide  water  price  per  ton. 
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Q.  What  U  the  price?— A.  That  Tories.  The^  take  ettcb  month  by  itself.  The; 
ta&  tht>  aversfte  price  received  for  the  co»I  at  tide  water  on  prepared  sizes. 

Q.  Andfisibepriceof  freight  accordinj^ly?— A.  Tee.  If  ooal  were  Belling  at  t4 
per  ton  at  tide  water,  the  operator  wonld  receive  OS  per  cent  of  $4  and  the  raUroad 
oompanr  would  take  the  other  3S  per  c«at  for  freight.  Then  on  the  sraallOT  sizes 
there ia  a  different  rate.  I  am  speaking  frommemor;  now,  bnt  1  think  it  la  50  per 
cent  for  pea  and  40  per  cent  for  the  enialler,  altbough  I  am  not  poeitlTe,  as  we  are 
not  Intereeted  In  theee  contracts  and  It  ie  only  hearsay. 

Q.  (By  Mr.  Ripley.)  For  the  soke  of  the  record,  will  yon  describe  the  distinc- 
tion bietween  tJie  prepared  and  small  sizes? — A.  A  prepaid  coal  inolndes  all  sizes 
from  cheetant  up  to  oroken.  Small  sizes  include  everything  from  pea  down  to 
what  we  call  barley  coal.  I  think  I  can  give  yon  the  meshes,  if  yoa  want  to  know 
the  different  sized  meohee  over  which  they  are  made. 

Q.  (By  Hr.  C.  J.  Harbis.  )  Wbes  yon  say  the  freight  charge  is  40  per  cent,  yon 
mean  over  the  selling  oommfasions  and  all,  do  yon  not? — A.  The  railroad  compimy 
pays  the  operator  6fi  per  cent,  and  the  85  per  cent  goea  for  freight,  selling  expenseb, 
and  all  the  reet.    That  is  wlut  the  railroad  gets. 

Q.  (By  Mr.  Phiujps,)  The  railroad  doea  the  selling?— A.  Yes. 

Q.  (By  Mr.  Ripley.)  The  railroad  asenmes  the  actual  title  to  the  coal  at  the 
breaker-/— A.  Yes. 

Q.  And  the  indivldnal  operator  from  that  time  forth  ceaseB  to  have  an  Intereet 
In  the  coal,  otherwise  than  in  the  price  which  the  railroad  company  receives  at 
tide  water?— A.  He  baa  no  reaponsibililT.  He  has  nothing  to  do  with  seUing  the 
coal,  The  raUroad  company  pays  the60  per  cent,  or  the  05  percont,  whatever  the 
percentage  may  be,  of  the  tide-water  price  for  the  month. 

Q.  Who  fixes  the  price  to  the  coD8nmer?-'A.  The  different  companies. 

Q.  Will  yoa  state  the  distance  by  the  shorter  and  also  by  the  more  ronndabont 
rontee.  in  general  figures,  from  the  coal  centers  to  tide  water?— A,  1  have  not 
looked  that  qnestion  up,  and  do  not  think  1  can  give  the  information.  I  know  the 
distance  tve  ship  is  125  milee— from  the  junction  with  the  Lehigh  Valley  road  to 
Perth  Amboy.  It  is  more  than  that,  of  conrse,  from  the  Lackawanna  rc^on  and 
some  others. 

Q.  (By  Mr.  C.  J.  Harris.)  Is  there  to  be  an  eqaitable  diflemnce  In  the  rate, 
aocording  to  the  distanoe  they  haul  the  coal?  Snppoee  yonr  mine  Is  100  miles 
nearer  than  some  other  anthracite  mine,  do  yon  get  the  same  percentage?  Do  yon 
get  S.7  percent  of  the  price  of  theooal  at  tide  water  and  the  man  100  miles  farther 
on  the  same  Mice  that  yon  get?— A.  That  condition  does  not  exist  in  the  anthra- 
cite region.  When  1  speak  en  the  125  miles  we  hanl  that  coal,  down  to  the  jnno- 
tion,  I  do  not  inolade  the  haul  from  the  collieries.    We  hanl  it  part  way  over  onr 

Q.  (By  Mr,  Philups.)  What  wonld  be  the  probable  distance  from  these  coal 
centers  to  tide  water? — A.  The  difference  in  the  Wyoming  region  is  very  slight; 
not  very  mnch  difference.  From  the  Schaylkill  region  they  ship  largely  to  Phila- 
delphia. 

Q.  (Dy  Ur,  Kennedy.)  What  object  have  the  railroad  companies  in  view  in 
offering  this  05  per  cent  of  the  tide- water  price  to  the  independent  operators  of 
thecou  region?— A,  That,  I  think,  bad  better  be  answered  by  some  of  the  officers 
of  the  railrond  companies  who  ore  interested  in  those  contracts.     We  are  not. 

Q.  Do  yon  not  know  by  hearsay  and  by  general  knowledge  what  tbeobjectis? — 
A.  1  conld  only  give  yon  what  my  opinion  wonld  be.  It  wonldbethat  itisdonein 
order  to  control  or  consolidate  the  business  and  prevent  competition  and  the  ont- 
tiug  of  prices. 

Q.  They  also  insist  npon  having  a  clanse  in  the  contract  that  they  shall  have  the 
entire  ootput  of  the  collieries  that  come  in  under  that  agreement? — A.  I  can  not 
say  aboDt  that.  Not  having  any  nersonal  intereet  in  theee  contracts  I  have  not 
given  them  the  attention  thut  1  otherwise  would. 

Q.  (By  Mr.  Ripley.)  Do  you  know  what  the  life  of  theee  contracts  was  to  be — 
for  a  limited  term  of  years  or  in  perpetoity?— A.  The  BO  per  cent  contracts  were 
for  a  limit«d  term.  Most  of  them  expired  2  years  ago.  The  proposed  contraotsare 
in  poijiotnity,  1  think,  with  the  exception  of  those  of  the  Pennsylvania  Railroad. 

Q.  Would  this  notmean.theu,  from  the  date  of  signing  euchacoutract,  that  the 
Individnal  operator  sc  signing  wonld  cease  to  be  Independent?  Would  not  hia 
ontput  be  dictated  to  bim  by  the  railroad  company? — A.  Not  necessarily  his  out- 
put, but  the  price  wonld  be  fiied, 

Q.  Be  wonld  he  obliged  to  accept  the  price  fixed  by  the  railroad  at  tide  water, 
either  directly  or  in  eooi)eration  with  ottier  railroads?— A.  Not  the  price  fixed 
by  them,  but  the  price  received  by  them.  It  is  settled  on  the  prices  received  the 
mouth  previous;  the  actual  average  price  received. 
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Q.  How  do  the  namb«re  of  individual  collieries  at  the  present  time  compare 
with  the  Dumber  in  exiatsDce  10  years  ago?  Ib  there  a  tendency  toward  their 
djeappearance':'— A.  Qnite  a  large  number  have  been  pnrcbased  by  the  different 
companies  in  tbe  last  two  years.    They  are  decreasing. 

Q.  Will  yon  state  some  of  the  caoses  which  have  induced  that  absorption? — A. 
I  tblnlr  thHt  Keneraltv  the  individual  operator  nndshe  cko  make  more  money  sell- 
ing out  than  by  continuing  in  the  bnsiness. 

(j.  Haa  there  been  complaint  among  the  indlvidnal  operators  that  the  ratee 
charged  for  the  traoaportation oF  their  coal  were  eiceseive  as  compared  with  the 
rates  on  bitnminoiu  coal?— A.  At  times. 

Q.  How  do  those  rates  compare  in  general? — A.  They  have  been  higher;  bnt 
how  much  I  can  not  eay. 

Q.  Very  considerably  higher? — A.  Yes.  luuderstardj^herehasbeBuaniacTeaaa 
in  the  bitumlnons  freights,  but  what  it  is  I  do  not  know. 

Cj.  Were  not  the  proceedings  ineCitnted  by  Coxe  Brothers  &  Co.  before  the 
Interstate  Commerce  CommisHinn  made  because  of  complaint  that  the  ratw  were 
nnjastly  higher  on  hard  coal?— A.  So  I  understand. 

Q.  From  yonr  knowledge  of  the  cost  oC  mining  and  transporting,  is  there  jastt- 
fication  for  hnch  a  discrimination  against  hard  coal  as  in  favor  of  soft?  Does  it 
cost  more  to  transport  the  one  than  the  other? — A.  The  cost  of  transportation,  I 
shonld  say,  would  not  be  In  eiceas;  but  this  difference  prevails  to  a  certain  extent 
The  cars  loaded  with  anthracite  coal  as  a  rule  almost  always  return  empty.  I 
think  they  have  a  retnm  load  more  in  bitnminoiu  coal  than  anthracite,  bntldonot 
like  to  express  an  opinion  on  the  bitomlnons  bnsiness,  because  1  do  not  know  any- 
thing abont  it. 

Q.  Yon  have  been  formerly  connected  with  other  companies?— A.  I  was  con- 
nected with  the  Penneylvania  Railroad  for  12  years  as  manager  of  their  coal 
companies. 

Q.  (By  Mr.  Philups.)  Was  that  compaay  managed  for  the  benefit  of  all  the 
stockholders  of  the  Pennsylviinia  Railroad?— A.  Yes. 

Q.  They  owned  the  mines  and  transported  the  coal,  and  tbe  profits  were 
■*""■'"■'  *.  (Interrupting.)  Among  tbe  stockholders. 


Q.  They  have  a  right  under  their  charter  to  do  that  bnHinesa,  have  they?— A.  I 
can  not  say  that.  Moat  of  the  coal  properties  owned  and  controlled  by  the  Penn- 
sylvania Railroad  Company  came  to  them  by  the  purchase  of  other  lines  of  rail- 


way. For  instance,  the  property  at  Shamokin  came  throngh  the  acquisition  of 
the  Northern  Central,  or  the  Shamokin  and  Pottsville.  which  is  a  division  of  the 
Northern  Central,  and  which  owns  certain  properties  in  the  Shamokin  region. 

Q.  Then  all  these  transactions  at  the  seaboard  are  made  for  the  benefit  of  the 
stockholders,  and  all  the  profit  from  the  coal  goes  to  the  stockholders  of  the  vari- 
ons  roads,  as  I  understand  it? — A.  1  suppose  so,  I  had  nothing  to  do  with  that. 
.  They  were  entirely  independent,  so  far  as  the  organii^atiou  was  concerned.  The 
Snsunehanna  was  entirely  independent,  and  so  was  the  Mineral  Railroad  and 
Mining  Company. 

Q.  These  properties  were  token  over  by  the  Pennsylvania  Railroad  and  the 
profits  were  divided,  as  per  understanding,  between  the  stockholders? — A.  What- 
— ir  the  proiits  were  went  to  the  stockholaers  of  the  coal  company. 


q.  Not  of  the  Pennsylvania  Railroad?— A.  Oh.  i 
Q.  ("    ■'     " "'  


g,  (By  Mr.  Biflev.)  Was  not  at  least  a  controlling  interest  in  the  stock  of 
these  companies  owned  directly  by  the  Pennsylvania  Railroad? — A.  Yes:  1  think  all 
the  stock  of  the  Susrinehanna  was  owned  by  the  Pennsylvania:  also  of  the  Lykens 
Valley  aadof  the  Summit  branchandof  the  Mineral  Railroad  and  Mining  Company. 
Speaking  from  memory,  1  think  they  owned  a  con  trolling  interest  in  all  these  com- 
panies, and  all  the  stock  of  the  Sasqnehanna  Coal  Company. 

Q.  As  a  rule  is  not  most  of  the  stock  of  tbeee  mining  companies  that  operate  in 
connection  with  railroads  owned  by  the  railroads?— A.  Yes;  so  I  understand. 

Q.  They  are  simply  subsidiary  companies  for  the  transaction  of  certain  kinds  of 
hnsinase?— A.  As  l  understand  it. 

Q.  Are  the  accounts  of  the  two  companies  kept  entirely  distinct? — A.  Yes.  I 
am  speaking  now  of  the  acoonnts  of  the  Pennsylvania  Railroad.  They  were  kept 
entirely  distinct. 

CJ.  Are  the  coal  companies  of  the  Pennsylvania  Railroad  charged  exactly  the 
some  for  the  transportation  of  coal  that  the  Individual  producers  pay?— A.  No. 

Q,  Wss  there  any  discrimination?— A,  On  the  contrary,  they  did  not  give  them 
the  benefit  of  the  60  per  cent  rate.  They  charge  them  the  satne  rat«  as  any  opera- 
tor Bhipping  over  the  line.    They  pay  the  full  rate  the  same  as  anybody  else. 

Q.  Do  yonrecotlectwhatthatratewaa?— A.  Thatwouldvaryfroro  time  to  time. 

Q,  There  was  no  advantage,  then,  to  the  Pennsylvania  Railroad  or  to  the  coal 
(xmipaDy  from  the  coiuiectioii  between  the  two7— A.  I4ot  tbe  slightesL 
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Q.  Were  the  acconnta  kept  aa  distinct  that  the  ooat  of  miDing  to  the  mining 
company  could  be  estimated?— A.  They  were  kept  sbaolately  separate  from  the 
Pennsylvania  Railroad  Company  accounts. 

Q.  Is  that  the  practice,  to  the  best  of  yonr  knowledge,  of  most  of  the  railroads?— 
A.  As  far  as  I  know,  the  coal  company  accounts  and  the  railroad  company  accounts 
are  entirely  sapsrate  and  distinct. 

Q.  It  would  be  possible  lor  a  railroad  company  to  favor  its  own  coal  company 
as  against  individual  oparstors  if  it  so  chose  to  do;  that  is,  it  would  be  possible 
for  a  railroad  to  transport  coal  from  its  own  companies  at  less  rate  than  it  charged 
individual  operators  who  had  no  financial  interest  with  them,  would  it  not?— A. 
Well,  1  do  not  know  whether  the^  are  legally  allowed  to  do  that  or  not. 

Q.  What  remedy  would  exist  m  cose  such  discrimination  was  shown? — A.  If  I 
were  a  shipper  over  a  line  of  rosd,  and  I  knew  the  management  were  charging 
■omebody  else  lesa  than  'they  charged  me,  I  would  try  to  see  if  I  conld  find  some 
WMf  to  stop  it. 

Q.  (ByUr.  Litchkam.)  There  would  really  be  no  difference  if  they  owned  all 
the  companiee?'A.  It  wonld  simply  be  taking  ont  of  one  pocket  and  putting  it  in 
another, 

Q.  (By  Mi.  Phillifs.)  Have  yon  heard  any  complaints  of  tbeee  individnal 
operators  of  discrimination  in  favor  of  these  companies? — A.  I  never  heard  of  any. 
I  never  heard  any  complaints  of  that  kind. 

Q.  (By  Mr.  Ripley.)  Have  yon  known  of  instances  in  which  money  has  been 
loaned  or  advances  made  to  individual  operators  for  the  development  of  prop- 
ertiee?— A.  I  have  heard  that  snch  loans  nave  been  made.  1  can  not  spe^  from 
personal  knowledge,  however. 

Q.  Wonld  not  such  loans,  if  made,  tend  to  render  the  acquisition  by  purchase 
of  those  pToi^erties  simplerby  the  railroads  than  if  the  L'ollieriea  of  tbe  independent 
operators  were  in  factentireiy  independent?— A.  I  do  not  see  why  it  shonld,  unless 
the  loan  was  so  groat  that  the  individnal  operator  never  had  anyohance  to  get  ont 
of  debt,  like  a  mortgage  on  tbe  property. 

Q.  Mortgagesofli>es  amount,  however,  placed  on  these  individnal  collieries  have 
been  held  by  the  railroads,  have  they  not?— A.  I  can  not  say  that. 

Q.  You  have  known  of  instances?— A,  I  have  heard  that  certain  companies  had 
advanced  money  to  the  operator  for  certain  improvements,  but  1  speak  without 
personal  knowledge. 

Q.  In  what  part  of  the  anthracite  coal  region  are  most  of  the  individnal  oper- 
ators located,  or  where  were  they  located?— A.  In  the  Wyoming,  the  Lackawanna, 
and  the  Lehigh  regions,  and  some  in  the  Schuylkill  region— fewer  in  the  Schnylkill. 

t.  Fewer  in  tlie  South  than  in  the  North?— A.  Yes. 
.  Can  yon  give  ns  any  Information  as  to  the  percentage  of  coal  mined  in  this 
field  which  is  produced  byindividaal  operators  at  thepresent  time?— A.  No;  loould 
not.     It  has  changed  so  rapidly  in  the  last  few  years. 

Q.  How  much  was  it  three  or  four  ynars  ago,  in  round  nnmbers?  Was  it  10  per 
cent?— A.  That  I  do  not  know.    I  think  it  was  more  than  that. 

Q.  It  has  snbstautially  decreased  in  the  last  few  years  by  reason  of  absorption 
and  purchase  by  the  railroad  companies? — A.  Yes. 

Q.  Has  this  tendency  lo  absorption  been  the  result  of  distress  among  individnal 
operators,  or  has  it  rather  been  attempted  by  purchase  at  substantia  remunera- 
tions? Has  it  been  more  profitable  to  sell  out  by  reason  of  fair  or  very  good  prices 
offered  for  tbe  properties,  or  have  the  individual  ojieraturs  been  forced  to  sell  ont 
through  the  power  which  the  railroads  were  able  to  exorcise?- A.  I  do  not  think 
they  have  been  forced  to  sell  out.  but  that  they  did  so  because  they  conld  realize 
a  very  good  nrofit  and  get  a  very  good  price. 

<j.  Do  the  laws  of  Pennsylvania  prohibit  a  railroad  from  operating  as  a  coal 
mining  company?— A.  I  do  not  know.    I  think  they  do. 

Q.  Yon  maintain  two  independent  corporations,  one  of  which  mines  and  tbe 
other  transports?- A.  Yes. 

Q.  Are  there  any  other  companies,  so  far  as  yon  know,  that  mine  directly  them- 
selves?—A.  I  do  not  know  of  any.  Now,  I  can  not  say  abont  the  Delaware,  Lack- 
awanna and  Western;  they  formerly  had  another  company  under  which  they 
operated,  but  how  it  is  now  I  can  not  say, 

Q.  On  what  lines  are  the  larger  operators  or  individnal  operators,  or  were  they 
a  few  years  ago?— A.  I  would  say  the  Lehigh  Valley. 

As  to  the  laws  of  Pennsylvania,  understand  I  do  not  know  whether  the  company 
can  operate  coal  mines  or  not.    We  have  two  separate  organizations, 

Q.  Inwhatmanneris  settlement generallymade with  theindependent operators; 
do  yon  know?  Are  they  paid  at  the  time  the  coal  is  delivered  »t  tide  water  or  do 
they  receive  payment  at  the  time  they  deliver  the  coal  at  the  breaker?- A.  As  soon 
« the  OTices  for  the  miHith  are  determined  they  are  paid;  generally  early  in  the 
month  following.    For  April  coal  they  would  be  paid  as  early  in  May  as  the  aver- 
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ago  price  was  detennined.    I  do  not  know  whether  the  oontracts  specify  a.  oartain 
tune  or  not. 

Q.  Do  yoa  know  whether  those  contracts  of  which  yon  have  spoken  as  recently 
submitted  to  the  IndiTidoal  operators  and  signed  by  some  oa  the  line  of  the  Penn- 
sylvimia  permit  a  certain  amount  to  be  mined  each  year,  or  is  the  qouitity  limi- 
ted?—A.  1  can  not  say. 

Q.  Yoa  have  not  seen  the  contract? — A.  I  had  a  copy  famished  m«  with  the 
terimepaid. 

Q.  What  are  those  terms? — A.  Sixty-five  percent  for  prepared  sisee.  and,  my 
reco]lection  is,  it  is  HO  per  cent  for  pea  and  40  per  ceut  for  Dnckwheat.  It  was 
some  time  ago  that  I  saw  the  coatract,  and  it  was  not  the  final  proof. 

Q.  Yon  have  said  that  iu  yoTirown  case  yon  have  a  long-time  trackttge  arrange- 
ment with  the  Lehigh  Valley  Bailroad. — A.  I  think  it  has  abont  T  years  to  rnn. 

Q,  Does  it  permit  the  coal  mined  by  Coze  Bros.  &  Co.  to  be  transported 
at  cheaper  rates  to  the  seaboard  than  yon  conid  have  obtained  as  independent 
operators  not  controlling  a  railroad? — A.  I  can  not  answer  that  qnaetlon,  for 
the  reason  the  present  arrangement  involved  a  very  large  expenditure  of  money 
in  purchasing  e<inipmont,  trnch  as  cars  and  engines:  and  the  depreciation,  of  coarse, 
on  that  plant  is  qnite  material.  Then  we  have  the  selling  expenses  to  pay,  which 
an  operator  shippinR  ander  a  contract  with  a  railroad  company  does  not  have  to 
pay.  We  have  to  take  the  chances  of  all  l»d  debts,  which  an  indlvidaal  operator 
does  not  have  to  do.  So,  taking  the  coat  of  the  equipment,  the  depi'eoiatlon  of  the 
plant,  the  cost  of  selling,  and  the  bad  debts,  I  wonld  not  tike  to  say  whether  we 
— ■-  -   y  tdg  better  of  it  or  not. 

e  pay  so  mnch 

lership  of  a  line  of  railroad  does  not 

'ation  to  the  seaboard?—  '     ' 

e  mentioned.    I  have  i 
made  any  calonlation  on  it.     I  know,  of  coarse,  that  oar  depreciation  ia  very  Iarg« 
on  the  plant;  there  ia  a  nueetion  of  new  cars  coming  ap  very  shortly. 

Q.  What  proportion  or  voor  coal  goes  west  and  what  east,  respectively?— A.  I 
can  give  it  to  yoa  exactly,  if  yoa  wonld  like  to  know,  [Referring  to  table.] 
Coxe  Bros.  &  Co.  in  the  year  IIHK)  shipped  1.0;J2,5:T  tons.  They  sold  at  the 
mines  32.077  tone.  They  nsed  for  the  companv's  nse,  steam,  etc.,  ]91,9:iS  tons, 
making  a  total  of  1.^4tl.;}g:i  tons.  We  parchasea  horn  Mr.  C.  Pardee  r>3D,02l  tons, 
making  a  total  shipped  from  the  mines,  inclnding  the  Pardee  purchases,  1.561,598 
tons.  Of  the  amonnt  shipped  the  figares  will  not  check  np  with  what  I  have 
given  already,  becaose  we  nnda  certain  amount  in  storage  at  Roan.  We  shipped 
to  Perth  Amboy  \.\)7],'1'J  tons,  and  to  line  points  east  149, 'JUU  tons.  We  shipped 
to  BnlTalo  for  lake  shipment  l»9,tJT0  tons,  and  west  by  rait  11)0,446  tons;  total, 
l,580,8Hatons. 

(^.  (By  Mr.  Kennedy.)  That  is  what  percentage  of  the  entire  output  of  the 
region?~A.  It  Is  about  Si  per  cent. 

Q.  Is  there  entire  freedom  on  the  part  of  individnal  operators,  bo  far  as  yoa 
know,  to  produce  more  or  less,  as  the  case  may  be,  according  to  their  own  disposi- 
tion, or  are  they  allowed  to  prodnceacertain  amonnt  and  held  to  that  allotment? — 
A.  I  can  apeak  for  onrselvea  on  that  point.  My  instructions  have  always  been  to 
mine  all  the  coal  ttiat  we  could  sell  without  sacrifice— without  cutting  prices. 
That  is  the  principle  we  are  working  on. 

Q.  Is  there  not,  however,  between  the  different  railroads  concerned  what  is 
known  as  an  annual  allotment? — A.  Several  years  ago  there  was.  The  presidents 
of  the  different  railroads  got  together  and  agreed  on  a  percentage  that  each  com- 
pany should  xhip.  but  I  do  not  ibtnk  that  any  attention  has  been  paid  to  that  for 
some  time.  Everybody  ships  all  he  desires  toship.  Any  company  can  ship  all  the 
coat  it  can,  and  fill  the  cars  all  np,  and  do  anything  it  hkes, 

Q.  As  a  matter  of  fact,  has  not  the  proportion  each  year  remained  about  con- 
stant?- A.  Yea,  naturally:  for  the  reason  that  allotment  was  based  upon  the 
respective  ontpnte  of  the  companies,  and  they  wonld  neceaoarily  follow  very  close 
to  uiose  lignres. 

Q.  Will  yon  give  the  nameand  address  of  the  official  who  preparesand  publishes 
thMeofflcial8tat«mentA  of  allotment? — A.  Thereis  no  statement  of  allotment  made. 

Q,  Of  thetonniu^e  shipped?— A.  I  can  not  give  you  his  address.  His  name  is 
W.  W.  Ruley,  of  Philadelphia. 

Q.  He.  however,  stands  in  no  official  relation  to  any  of  the  railroad  companies, 
aa  far  as  you  know? — A.  Not  as  1  understand;  no. 

Q.  Has  Coxe  Bros.  Se  Co.  's  proportion  held  in  the  last  S  or  10  years  or  has  it 
increased?— A.  I  think  it  has  been  about  stationary  for  the  last  3  or  4  years. 
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Q.  Has  the  proportion  been  stationitry  for  the  most  of  tiie  other  railroad  oom- 
paniea;  referrinft.  for  example,  to  the  table  published  in  the  New  York  Financial 
and  Commercial  Chroniclef— A.  I  conid  not  ){ive  yon  those  figures.  That  is  a  mat 
ter  easily  determined  from  the  atatisticA,    lu  ^Deral  I  think  it  is  about  the  same. 

Q.  Has  there  been  complaint  on  the  part  of  the  Reading  Railro^  that  its  allot- 
ment waa  too  small,  oonaiderine  its  facilities?— A.  Not  to  my  knowledge. 

Q.  The  Reading  Railroad  is,  nowever,  the  most  important  prodacer,  is  it  not? — 
A.  It  is  the  largest  prodacer;  yes. 

Q.  So  far  as  yon  know,  yon  have  never  heard  a  complaint  on  the  part  of  the 
BMiding  Rsilrotid  that  it  deserved  a  larger  proportion? — A.  It  does  not  follow  that 
they  have  not  made  that  complaint. 

Q.  Do  the  sales  agents  or  the  presidents  of  the  different  roads  meet  at  any  time 
otBoially  or  nnofficially,  ao  far  as  yon  know,  ta  determine  what  amonnta  shall  be 
allotted  to  each  road? — A.  Not  to  my  hnonledKe. 

Q,  Do  they  meet  in  conference  to  consider  the  question  of  prodnotion  each  sea- 
sonT^A.  Not  to  my  knowledge.  It  will  be  4  years  in  Aagnst  since  I  became  pres' 
idant  of  Coxe  Bros.  &  Co. ,  and  I  have  not  been  called  to  snch  a  conference  and  I 
hare  never  heard  of  a  conference  to  fix  anch  allotment. 

<^.  Were  snch  conferences  held  regularly  4  or  5  years  ago? — A.  I  was  not  in  a 
position  to  know. 

Q.  You  have  no  knowledge  of  meetings  of  the  sales  agents? — A.  I  do  not  think 
they  have  regntar  meetingB,  bnt  they  do  meet  occasionally,  probably  twice  a  year, 
or  something  like  that.  1  do  nai  think  they  ever  lay  down  fixed  or  positive  prices. 
I  think  their  meetings  are  more  for  discnssion  as  to  abont  what  price  they  ahonld 

Q.  There  is,  however,  an  agreement  as  to  what  a  fair  price  nnder  the  conditions 
of  each  season  should  be,  is  there  not? — A.  I  think  so.  We  do  not  attend  these 
meetinga. 

Q.  Snppose  tomorrow,  or  next  week,  or  next  month,  the  Reading  Railroad,  or 
the  Lehigh  Valley,  or  the  Pennsylvania  Railroad,  or  j'onr  own  road,  ehonld  double 
your  ontput  by  some  means,  what  would  be  the  result? — A.  It  could  not  sell  the 

Q.  Could  yoa  not  sell  it  by  shading  the  price-  somewhat? — A.  I  do  not  think  it 
would  be  possible. 

Q,  Conld  not  that  be  done  in  the  fall  of  the  year,  when  the  demand  for  coal  is 
somewhat  greater? — A.  To  do  that  would  demoralise  the  wholecoal  trade,  and  the 
prodacer  so  selling  would  have  to  stop  mining,  becsnae  the  price  received  would 
be  less  than  the  cosl  bad  coat,  and  yon  can  not  do  bnainess  on  that  basis  very  long. 

Q.  Have  you  ever  heard  the  complaint  or  statement  that  the  coal  wna  mined  at 
a  loss  by  many  of  these  coal  companies  owned  by  the  railEooda,  bnt  that  the  rati- 
roada  were  ao  enabled  to  mine  at  a  loss  l)ecause  they  made  a  profit  in  transporting 
the  coal  for  themt'clvesV — A.  1  have  heard  that  statement. 

Q.  What  ia  yonr  judgment  in  respect  to  its  soundness?— A.  I  am  not  In-a  poaf- 
lion  to  know  of  the  companies,  excepting  our  own, 

Q.  Speaking  of  your  own  experience,  would  that  be  trne?— A.  No;  I  think  we 
would  make  a  smcdl  urofit  on  the  mining, 

Q.  It  was  testified  before  this  commission  some  weeks  ago  that  the  cost  of  coat 
at  the  breaker  was  on  an  average  $1.71.  What  is  the  price  at  tide  water,  fixed  on 
the  lat  of  April,  as  publiahed  in  the  papers;  do  yon  kDOW?~A.  I  think  the  price 
is  fi  per  ton  for  stove  and  nut. 

Q.  Have  yoa  receiveil  notice  from  the  other  companies  or  from  any  persons  to 
the  eSect  that  this  wonld  be  the  price  for  this  season? — A.  I  think  the  only  com- 
pany that  aunds  ont  an  Eastern  circular  is  the  Philadelphia  and  Reading.  We 
receive  a  circular  from  that  company  announcing  its  prices.  I  read  a  newspaper 
article  which  stated,  and  I  think  it  is  correct,  that  the  present  circular  and  net 

g rices  f.  o.  b.  the  harbor  were:  Broken,  $4;  egg.  {4.25;  stove.  $4.60;  chestnut, |4, SO. 
ut  it  goes  on  farther  and  saya  that  these  are  the  regnlar  prices  that  have  been 
prevailing,  and  that  soles  may  be  made  with  the  following  discounts  or  reductions 
from  the  price:  April,  HO  cents  a  ton  oS  these  pricea;  May,  40  cents  oS;  June.  80 
cents  off;  July,  30  cents  off;  August,  10  cents  off,  and  September,  the  full  cironlar 

Q.  (By  Ifr.  Eennbdy.)  Yoa  are  speaking  of  the  Philadelphia  and  Reading 
prices,  are  yon  not? — A.  Yes.    That  is  practically  the  price  of  all  of  them. 

Q.  You  said  the  Philadelphia  and  Reading  is  the  only  company  that  gives  ont  a 
circnlar? — A.  I  think  it  is  tne  only  one 

Q,  It  ssnds  to  the  other  companies? — A,  Yes. 

Q.  The  other  companies  follow  the  prices  the  Reading  names  in  the  circnlar? — 
A.  Not  neceaiarily.    If  we  can  get  more  we  do  ao. 

Q.  Is  it  not  the  rule  to  follow  the  Philadelphia  and  Reading  ttricsiliBtl-frA.  I 
think  generally  all  do.  ^  •^•WIVT^^TT, 
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Q.  The  Reading  people  fix  the  price  tbemoelvea?— A.  I  do  not  know  whether 
they  do  it  without  consalting  the  other  companies  or  not.  I  obq  not  eaj'  that. 
They  may  agrea  or  not,  bat  as  for  as  we  are  concerned  we  alwuya  sell  onr  coal  for 
oil  we  can  fcet  for  it,  and  OBQAlly  get  s  llttte  more  than  the  circalar  price,  espe- 
cially on  the  Lehigh  coats,  which  are  a  higher-grade  coal. 

Q.  (ByMr.  RiPLKY.)  Repeatinfr a  qn'istion  which  I  asked  before,  the  effect  of 
any  one  of  theee  railroads  exceeding  what  has  been  a  cnstomftry  proportion  of  the 
annual  shipment  wonid  be  to  demoralize  the  trade,  wonld  it  not? — A.  I  think  It 
wonld^  yes. 

Q.  What  do  youmean  by  demoralize?— A.  Understand  me;  you  stated  the  prop- 


Q.  Snch  demoralizatloaB  in  price  have  beenfteqneut  in  the  past,  have  they  not?— 
A.  Yes. 

Q.  Can  yon  state  when  the  last  setiona  one  took  place?— A.  I  think  itwasabont 
8  years  ago  in  the  fall,  when  prices  went  to  pieces  pretty  badly. 

Q,  As  a  whole,  prices  have  Men  ataadler  the  last  few  yeun,  have  tbev  not? — A. 
Yes. 

Q.  Have  they  not  been  highn  also  than  dnring  the  range  of  a  nnmb^  of  years 
preceding? — A.  No;  I  think  not  They  are  not  as  high  as  they  were  along  in  the 
early  nineties. 

Q.  They  are  higher  at  the  present  time,  however,  than  they  have  been  for  any 
long  tine  at  once,  are  they  i:oty — A.  They  have  been  higher  siaoelhestrike.oanaed 
by  tbe  market  being  denaded  of  coal;  and  Uie  old  rule  of  snpply  and  demand 
rather  enhanced  the  price. 

Q.  Whatityonr  jadgmentastotheprloeof  coalat  thepreeent  time?  Jsitabont 
as  hi);h  as  the  trade  will  stand? — A.  Do  yon  mean  before  tUs  reduction? 

Q.  Yes-  throtigh  the  laat  winter.— A.  I  think  sa 

Q.  It  wonld  not  be  to  the  interest  of  the  prodncers,  then,  to  advance  the  price 
beyond  that  of  the  preaent  timel' — A.  I  do  not  think  it  wo:ild  be,  because  that 
brin^fs  into  competition  other  faels.  Anthracite  coal  is  largely  a  Inxnry,  except 
the  small  sizes  for  steam  purposes, 

S,  Will  yon  speak  of  the  natnre  of  such  competition  in  fuel  as  the  anthracite 
is  obliged  to  meet?— A.  For  steam  and  manufacturing  purposes,  of  coarse, 
bitaminons  coal;  for  hoBsehoid  consumption,  gaa  Btovea  and  gas  ranges  a-e  com- 
ing in,  and  oil  stoves:  andin  the  largeclties,  in  theapartment  bouses,  whereanthra- 
cite  coal  was  formeriy  naed,  a  good  many  are  using  bituminous  coal  now. 

Q.  Is  not  the  demand  for  alf  kinds  of  anthracite  coal  increaaine  year  by  year, 
how^r? — A.  Not  very  materially,  I  think  the  largest  increase  nas  been  in  the 
small  sizes  more  than  in  the  large  sizes.  It  is  only  a  few  years  since  all  of  what 
are  known  as  the  small  sizes  were  thrown  away:  in  fact,  prepared  alzes  were 
used  for  steam  p\irt>oaes  at  the  mine,  and  egg  and  stove  coal  were  burnt  under  the 
boilers.  What  is  known  now  as  pea.  barley,  buckwheat,  and  rice  were  thrown 
ftway;  and  I  think  the  large  increase  in  the  consumption  of  anthracite  coal  for 
the  last  10  or  15  years  bas  been  more  due  to  the  consumption  of  the  sm^  sices 
than  to  an  increase  in  the  large  sizea. 

Q.  Ib  there  not,  however,  a  definite  relation  between  the  amounts  produced  of 
these  2  sizes?  Are  not  the  small  sizes  simply  aby-product,  incidental  to  tlie  mining 
of  the  other  sizee?- A.  Certainly  they  are:  bat  at  the  same  time  the  conditions  of 
the  market  havechanged  the  proportion  of  si^es  mined.  Twenty  years  ago.  or 
less  time  than  tbat  even,  where  an  operator  conld  sell  10,  15.  or  30  per  cent  of  Inmp 
coal,  he  can  not  sell  any  to-day,  and  it  has  to  be  broken  Into  smaller  sizes:  and 
when  yon  break  down  coal  you  increase  your  percentage  of  small  sizes.  We  are 
making  practically  no  Inmp  co..l  to-day,  nothing  above  broken.  That  means 
breaking  everything  down,  and  it  means  a  large  increase  in  the  percentage  of 
small  ekee. 

Q.  So  yon  would  say  that  the  principal  increase  in  the  last  10  years  has  been  In 
the  small  sizes? — A.  Lai^ely  dne  to  the  increased  consumption  of  small  sizes. 

Q.  And  that  the  competition  of  other  kinds  at  fnel  wlut  the  prepared  sizes  has 
prevented  a  great  extension  of  ti.e  demand?— A.  Tee. 

Q.  Yon  have  spolien  of  the  percentage  rates  to  tidewater.  In  what  way  are 
the  rates  to  Chicago  and  the  West  made  npi"  Under  what  conditions  do  you  Ship 
your  coal  to  the  West?- A.  I  think  we  get  rates  in  the  spring.  Whenever  they 
mHke  any  change  they  send  ns  a  circular  stating  what  ihe  lates  are,  and  we  pay 
on  the  all-rail  coal  a  certain  fixed  rate.    There  is  a  certain  rate  to  Buffalo. 

Q.  Protwbl^  the  regular  pablished  rates  that  are  on  file  with  the  iDterstatfl  C<Mn- 
merce  Commission ?— A.  Jnet  the  same. 
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S,  And  to  the  best  of  jonr  knowledge  theae  are  the  regnlar  retea  p&ld  by  rU 
ridual  operators  alike? — A,  Yee, 

Q,  Wlthont  discrimination  or  faTorf— A.  Yee. 

Q.  {By  Mr.  Farqdhar.)  Yon  shipped  abont  300,000  tons  to  Buffalo  last  year. 
Was  that  for  local  consamption  or  old  part  of  that  go  by  lake? — A.  It  all  went  by 
lake. 

Q.  And  yon  say  yOn  shipped  160,000  tons  by  all-rail  for  the  West?— A.  All-rail 
for  the  West  and  intermediate  points. 

Q.  Yon  nse  the  transportation  ot  the  Pennsylvania  road  on  the  lake?— A.  No; 
boats. 

Q.  Yont  own  boats?— A.  No,    We  charter  from  whomsoever  we  can  get  boats. 

Q.  Yon  simply  nse  the  Pennsylvania  railroad  tonnage  to  Buffalo?— A.  The 
Pennsylvania  tonnage  to  Buffalo. 

Q.  Are  yonr  lake  rates  nniform  at  Bnffalo? — A.  They  vary  ve^  much.  They 
have  varied  Trom  month  to  month  since  I  have  known  of  them.  They  have  been 
aelow  as  l>0  cents  from  Bnffalo  to  Chicago  and  as  high  as  $1.29. 

<j.  Have  you  bad  an  advantage  in  taking  wild  or  independent  boats  and  not 
zegolkr  liaenV— A.  Oh.  no. 

U.  Are  yonr  selling  rates  the  same  as  those  of  others — the  Delaware  and  Hudson 
and  the  Lackawanna— in  Buffalo?— A.  We  do  not  sell  in  Bnffalo. 

Q.  No  local  market?— A.  No. 

Q.  Are  there  any  parties  who  bny  from  Coze  Brothers,  Incorporated,  and  supply 
the  city  government  and  others  with  your  coal? — A.  1  do  not  know  of  any.  Tuere 
may  be.  I>ut  I  mean  to  say  we  do  not  do  any  retail  business  there,  or  anything  bat 
rail  delivery.  There  are  paints  in  the  vicinity  of  Buffalo  where  we  ship  by  rail, 
»nd  of  conrae  we  supply  Hiem. 

U.  Do  you  ship  to  Chicago?— A.  We  ship  to  Dnlnth,  Chicago,  and  Milwaakee. 

Q.  Are  the  sules  made  through  yonr  own  agents  in  those  ports? — A.  Entirely. 

Q.  Is  it  a  common  market  and  is  the  price  common  there?-'A.  Yes. 

Q.  Ho  that  yon  are  just  as  well  advantaged  as  the  regular  liners?  You  get  as 
good  a  price  as  the  Pennsylvania  or  the  Lackawanna  tor  coal  in  the  Western 
ports?-'A.  I  think  so. 

Q.  Do  you  know  of  any  other  independent  shippers  who  do  that?— A.  I  do  not 
think  any  of  the  independent  operators  ship  tiieir  coal  west. 

(ij.  \  on  get  jnst  aa  good  rates  to  Buffalo  as  any  other  shippers? — A.  We  get  the 
same  rate. 

Q.  (By  Mr.  Aipley.)  Have  there  not  been  at  times,  however,  cutting  of  ratee 
In  favor  of  certain  shippers? — A.  Not  eince  I  have  bad  anything  to  do  with  the 
rates;  not  to  my  knowledge, 

Q.  Was  the  Pennsylvania  Railroad  ever  inconvenienced  by  discrimination 
forced  upon  it  by  its  connections?- A.  I  conld  not  answer  that  qnestion,  as  I 
would  not  know  anything  abont  a  matter  of  that  kind. 

Q.  Is  it  possible  to  get  at  the  cost  of  mining  coal  at  the  breaker? — A.  [Laugh- 
ing.] That  is  a  very  difficult  q  oMition, 

y.  Will  you  explain  some,  of  the  difficulties? — A.  Preparatory  to  coming  down 
here  1  read  over  Mr.  Ca:ce's  testimony  before  a  commission  several  years  ago.  and 
he  said  it  was  a  question  he  had  been  trying  to  find  out  all  his  life,  and  had  never 
succeeded.  The  local  conditions  will  vary  in  every  locality  and  in  every  mine, 
and  in  the  seams  of  every  mine.  To-day  a  seam  may  be  in  good  condition  and 
everything  going  on  smoothly,  and  to-morrow  you  may  have  an  explosion  of  fire- 
damp that  will  coat  considerable  money:  or  yon  may  have  a  fall  of  roof,  or  yon 
may  nave  a  flood  in  yonr  mine,  and  those  conditions  are  in  every  locality,  in  every 
mine— in  fact,  you  may  say  they  sre  in  the  same  seam  of  the  same  mine. 

Q.  (By  Mr.  Biplby,]  Under  those  circumstances,  then,  would  it  be  possible  to 
operate  a  mine  at  a  very  close  margin  of  profit  on  mining?— A.  No.  sir. 

Q.  The  profits  have  got  to  be  broad  enough  and  large  enongh  to  cover  contin- 
^^pucies?— A.  They  on^t  to  be.  There  is  another  question  that  is  seldom  figured 
in  the  cost  of  mining— the  coat  of  developing  a  property.  An  anthracite  coal  mine 
takes  a  very  large  amount  of  capital,  and  the  depreciation  of  the  plant  is  very  sel' 
dam  taken  into  account:  the  depreciation  of  yonr  property,  if  you  are  a  land 
owner,  is  very  seldom  taken  into  accoant.  In  other  words,  where  a  man  at  pres- 
ent is  receiving  a  royalty  an  coal  land  and  he  spends  that  royalty  he  will  be  mmos 
his  property  in  time,  and  it  is  the  same  way  in  mining. 

(tj.  Is  the  practice  of  setting  aside  a  certain  amount  for  depreciation,  or  for 
ezhanstion  of  property,  followed  hy  any  of  the  companies  of  which  you  have 
knowledge? — A.  It  was  by  the  Snsquehanna  Coal  Company;  as  to  the  others,  I 
oan't  say. 

Q.  In  otherwords.  a  company  which  does  not  set  aside  something  ont  of  the  earn- 
ings eaoh  year  will,  at  the  exhaustion  of  the  mine,  find  it  is  witturat  capital? — A. 
Yee,  sir. 
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Q.  The  vieeat  ImBiDSBS  policy  then,  following  yonr  u^ment,  Tonld  be  to  set 
aside  a  stated  amount  for  that  pnrpoee?— A.  Yea. 

Q.  Does  the  competition  of  coke  in  New  England  terrltoTf,  for  example, 
tbreaten  an  embHrrassnifiit?— A.  I  have  not  heard  anythine  aboat  It. 

Q.  You  are  awsru  of  the  experiments  made  in  the  line  of  producing  cohe  from 
Capo  Breton  coal?— A.  Oh,  yes. 

Q.  Is  that  regarded  serionaly  as  likely  to  affect  the  consnmption  of  anthracite 
coal  in  that  part  of  the  United  States'^ — A.  I  can  only  speak  for  oorselves.  We 
have  not  BO  considered  it. 

Q.  Do  you  ship  any  large  amount  into  New  England?— A.  Yes;  wo  ship  consid- 
erable there;  I  can't  say  the  amount,  but  we  ship  considerable. 

Q.  Do  yon  sell  it  at  the  wharf  in  New  England,  or  do  yon  deliver  it  at  interior 
points?— A.  Wesell  it  nsnallyf.o.b. Perth  Amboy;  sometimes  we  sell  it  delivered 
to  points  reached  by  water  ti«naportation. 

Q.  If  it  is  sold  delivered  in  New  England  that  arrangement  includes  all  freight 
charges? — A.  I  do  not  think  we  ever  sell  the  New  England  purchaser  at  dellTOTed 
price,  Thepnrchaser  h;ia  to  take  care  of  the  freight  rates.  I  do  not  think  we  ever 
go  further  than  the  water  rates.  Understand,  I  am  not  very  familiar  with  the 
details  of  the  sales  department. 

Q.  You  have  no  knowledge  of  freight  rates  which  are  charged  to  interior  Boston 
points  upon  coal  that  goes  by  rail  from  Boston?— A.  No,  sir. 

Q.  la  toe  consumption  of  hard  coal  or  softooalincreaaingmoet  rapidly;  which? — 
A,  I  think  the  consomption  of  soft  coal  is  increasing  more  rapidlv, 

Q.  Soft  coal,  then,  threatens  to  be  the  most  serious  rival  in  tne  futnre? — A.  t 
think  BO. 

Q.  Is  there  any  definite  relation  between  the  price  of  soft  coal  and  hard  coal? 
Do  they  move  together  in  sympathy  at,  all? — A.  I  think  noL 

Q.  Is  there  to-day  a  certain  relation  between  the  prices  of  soft  coal  and  hard 
coal  which  will  cc^pensate  for  the  snperior  quality  of  nard  coal  ss  fuel  for  domes- 
tic purposesi'^A.  We  have  never  considered  the  price  of  soft  ooal  in  fixing  our 
prices  at  all. 

Q.  Do  you  know  the  difference  of  the  heating  power  of  a  ton  of  soft  coal  and  a 
ton  of  hard  coal,  if  any?— A.  It  is  usually  considered  that  a  ton  of  good  George's 
Creek  bituminous  coal  will  make  more  steam  than  a  ton  of  anthracite. 

Q.  Under  a  boUer  or  locomotive?— A.  Under  goo^  conditions. 

O.  (By  Mr.LiTCHMAN.)  Is  that  dne  to  quicker  burning? — A.  Because  the  hydro- 
carbons in  bituminona  ooal  have  a  mnch  higher  heating  power  than  carbon. 

Q.  (ByMr.C. J.Harriij.)  ThereissomerelHtion between thepriceolhardandsoft 
C0m,iBtberenot7  Yonsaid  jnBtnow,HBl  underBtand, thattherewasnot. — A.  No; 
I  said  we  did  not  take  the  price  of  bitnmlnons  coal  into  aoconnt  in  fixing  the  price 
of  antliracite,  speaking  for  oarBelves. 

Q.  What  I  wurted  to  get  at  was  this:  You  could  not  place  an  unlimited  price 
per  ton  on  yonr  hard  coal;  you  could  not  raise  the  price  Indefinitely  higher  than 
a  certain  limit  without  taking  the  risk  of  having  Boft  coal  used  in  ita  place,  conld 
yon?— A.  That  is  right;  we  could  not. 

Q.  And  do  you  not  find,  or  do  you.  that  when  the  prioe  of  anthracite  coal 
becomeB  perhsps  temporarily  very  high  that  there  is  a  tendency  to  nse  bitumin- 
ous? — A.  To  nse  bitnminone  coal,  yes.  What  1  meant  to  be  nnderatood  as  aaylng 
was  that  we  did  not  fiKure  any  fixed  price  as  between  anthracite  and  bitnminooe. 
We  know  perfertly  well  if  we  advance  prices  on  small  sizes  which  come  in  oom- 
petition  with  bitnminons  coal  beyond  certain  prices,  the  bituminona  coal  will  take 
the  market. 

14.  That  would  be  tme.  of  coarse,  of  steam  coal  more  than  of  coal  for  domestic 

Q.  Wonid  not  that  same  competition  come  in  eventually  in  regard  to  domestic 
use? — A.  Unquestionably;  that  is  why  I  say  that  the  price  of  anthracite  coal  can 

V .  . ^— -J,  high  point. 

.    ,    .  you  know  tY  - 

of  a  ton  of  coke  and  a  ton  of.  anthraci  ten- 
don to  look  up  for  a  good  manyyears. 

Q.  (By  Mr.  C.  .1.  H.\rri8.)  What  effet „ 

coal  railroads,  ko  raited,  had  on  independent  producers? — A.  In  what  way? 

Q.  Well,  what  I  meant  to  aay.  Would  it  eventnally  drive  them  ont  of  the  bnsl- 
nees  entirely?  Wonld  it  do  away  with  the  independent  producer?- A.  No;  I  do 
not  think  so. 

(^.  Wonld  he  be  able  to  come  in  and  compete,  if  they  wislied  to  freeze  him  ont 
entirely?- A.  1  think  so,  for  this  reason:  Any  attempt  to  freeze  ont  an  individual 
operator  would  mean  a  reduction  in  Ihe  price  of  coal— the  price  of  a  very  large 
volnme  of  coal- wbich  would  hnrt  the  large  Intereet  mnch  more  than  It  would 
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the  small  interest,  And  there  wonld  not  be  any  object  in  doinK  that.  The  com- 
bination of  capital,  whether  large  or  small,  I  do  not  think  would  be  apt  to  throw 
awRy  a  larf^e  amoant  of  monej  to  squeeze  ont  the  small  individnal. 

Q.  iBy  Mr,  Ripley.)  Are  there  not  other  ways  open  to  freeze  ont  a  email  indl- 
Tidnal.  vix,  by  diecrimination  againM  that  individual  in  frei^t  rates  or  in  delny 
in  getting  care  or  In  lack  of  other  facilities  of  that  kind?.— A.  Well,  with  the  65  per 
cent  contract  I  do  not  think  that  either  device  wonld  have  any  effect. 

S,  I  understand  that  contract  haa  not  been  signed.    Did  yon  not  make  that 
enient?— A.  The  last  I  beard  it  had  not  been  signed.    I  have  no  definite 
knowledge. 

Q.  Haa  there  not  been  complaint  at  tintes  within  yonr  knowledge  of  a  lack  of 
cars  and  facilities  in  certain  instances? — A.  Yes. 

ii.  (By  Mr.  C.  J.  Haoris.)  E[ave  yon  heard  of  any  lack  of  cars  or  any  other 
matter  of  that  kind  that  has  worked  any  special  injustice  of  late  years?— A.  For 
the  last  three  and  a  half  years  I  have  not  come  in  contact  witli  that  phase  of  the 
problem,  bat  while  1  was  in  tbe  Pennsylvania  Railroad  Comxwnf  T  heard  plenty 


of  snch  complaints;  and  my  experience  with  the  Pennsylvania  Railroad  Company 
was  that  it  took  a  great  deal  better  care  of  the  indlvidnal  operators  than  it  did  of 
its  own  coal  companies,  and  I  need  to  protest  very  vigoroosly  because  they  woold 


Bend  ears  to  Indlvidnal  operators,  Inclnding  Coxe  Bros.  &  Co.,  when  we  could  not 
get  oars  to  rnn  onr  own  collieries. 

Q.  [Bj  Mr.  RiFLEY.)  Was  that  the  policy,  however,  pursned  by  many  of  the 
other  targe  roads,  the  RaadinK.  for  instanca,  Lehigh  Valley,  etc?— A.  The  Bead- 
ing—I know  nothing  about  their  policy.  1  think,  as  far  as  I  know,  the  Lehigh 
Valley  tried  to  distributecarsas  fairly  as  it  was  possible  to  do.  There  are  times,  of 
conrse,  when  no  railroad  companies  have  cars  enongb  to  go  round  to  supply  the 
demand.  I  think  the  policy  of  all  the  roads,  as  far  as  my  knowledge  eiieuded, 
was  to  treat  the  Individual  operator  as  fairly  as  they  treated  their  own  collieries. 

Q.  There  was,  however,  complaint  sufficient  in  thecase  of  Coxe  Brothers  to  lead 
to  an  institution  of  proceed  mgs?— A.  That  is  going  back  further  than  I  am  familiar 
with.     I  am  speaking  of  thi'  last  few  years. 

Q.  The  specific  complaint  of  Ooxe  Brothers  Company  at  that  time  was  that  a 
discrimination  against  hard  coal  was  made,  the  rates  being  so  much  higher  than 
npon  soft  coal? — A.  Yee;  bnt  not  any  discrimination  against  furnishing  cars  is  the 
point  I  was  making. 

Q.  (By  Mr,  C.  J.  Hakrib.  )  What  do  you  say  of  the  price  of  coal  now  as  com- 
pared with  the  price  of  coal  at  this  time  of  last  year  and  the  year  preceding?  Is 
It  much  higher  now?— A.  It  is  about  the  same. 

Q.  Is  it  about  the  same?— A.  Yee. 

Q.  (By  Mr.  Phillips.)  About  what  percentage  of  the  anthracite  coal  fields  ie 
controlled  now  by  this  recent  combination  of  interest? — A.  That  would  be  merely 
a  guess  on  my  part.    I  should  say,  roughly,  possibly  80  per  cent. 

Q.  (By  Mr.  Riplry.  )  It  wonld  be  possible  to  oompate  that,  would  it  not,  from 
the  table  of  shipments  which  is  of&cially  printed,  if  you  knew  which  roads  were 
controlled  in  that  respect? — A.  Yes;  I  could— 

Q.  (By  Mr,  Pbilups.)  Is  80  per  cent  of  anvoommodity  like  anthracite  coal 
snmcient  to  give  a  monopoly  ot  that  commodity,  in  year  judgment?— A.  Yon 
mean  in  fixing  tbe  price? 

Q.  Yea.— A.  No;  I  do  not  think  so,  I  think  I  could  take  20  per  cent  of  anthra- 
cite coal  and  break  tbe  market  any  time. 

Q.  (Mr.  LiTCKMAN.)  Suppose  yon  coold  not  get  transportation  to  market.-A. 
Then  of  conrse  I  could  not  do  it. 

Q.  (By  Mr.  Phillips.)  This  combination  is  between  the  coal  people,  the  own- 
ers, and  the  railroads,  is  it  not?  This  rtK:ent  combination  embraces  90  per  cent  of 
coal  and  all  the  railroiidn,  does  it  not,  leading  into  the  field?— A.  It  would  embrace 
what«ver  coal  the  railroad  companies  controlled. 

Q.  But  they  are  all  workinj;  in  the  same  interest 

leading  into  theanthracitefleldsat  the  present  tin... _, _.. ._^. 

the  Pennsylvania  Railroad,  the  Ontario  and  Western,  and  tlM  Delaware  and 
Hudson. 

Q.  (ByHr.  BiPLEY.)  Whatdoyonmean  liy-'combination,"Mr.SteamB?— A.  I 
did  not  use  the  word. 

Q.  I  understood  yon  to  wm  the  word. — A.  No;  I  qnoted  the  word.  "Com- 
munity of  interest,"  I  think  it  is  called  now. 

Q,  [By  Mr.  Phillips.)  The  roads  are  .at  least  working  In  harmony,  and  as  a 
role  the  director?  of  one  own  stock  in  each  others'  roads,  do  they  not? — A.  That  is 
a  qneetion  I  know  nothing  personally  about,  except  as  yon  do— through  the  newa- 

TS. 

Wonld  It  not  be  possible,  even  if  they  had  equal  tranaportatiou  f aoiUtlea,  for 


T^ 
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forty-fl 


thns  driving  othera  out  of  tbe  market?— A.  1  have  never  known  ii 
the  anthracite  coal  bnsinwB,  and  that  is  the  only  bnainese  I  have  ever  been  con- 
nected with,  except  engineering. 

6.  (By  Ur.  FabQdhailI  Do  yoa  think  that  yon  uonld  force  30  per  cent  more 
anthracite  on  the  people  than  yoa  snpply  now? — A.  No. 

Q.  Conld  yon  Bhore  10  per  cent  more  npon  th«n?— A.  No, 

Q.  Sappoae  you  made  an  exorbitant  rate;  snppose  jon  owned  95  per  cent  of  the 
ontpnt  and  made  an  SKorbitantrate;  would  not  bitnminoQB  coal  oome  In  and  ram- 
pete  and  knock  the  rata  down?— A,  It  woold  knock  the  price  ot  coal  down. 

">,.  (ByHr.LiTCHUAN.)  What  Is  the  total  product  of  anthracite  coal?— A.  About 
'y-flve  million  and  some  thonsand  tons  m  1900.     The  year  before  It  was  forty- 
seven  million  and  some  thonsand  tons, 

Q.  An  increase,  then,  of  RO  cente  a  ton  would  be  a  very  handaome  return,  would 
it  not.  to  controllere  of  that  output?— A.  It  certainly  would,  if  they  could  get  it. 

U.  (ByMr.  RiPLBY.)  It  is  about  50  centa  a  ton  iugber  at  tide  water  than  it  waa 
before  the  strike.- A.  Fifty  cents  on  prepared  sizes.  I  think  on  the  average  total 
output  it  wonld  be  about  SO  cents. 

Q.  Thirty  cents  at  tidewater  on  the  total  output?— A.  Yes. 

O.  Are  Uiere  not  certain  pecnliar  circutnstaiioea  in  the  coal  Industry  which 
make  it  to  the  interest  of  the  operator  to  Increase  his  output?  1  refer  to  the  fact 
of  a  dull  season,  when  facilities  must  be  all  maintained  for  a  tall  production  in  the 
fall.  Will  you  explain  whether  that  is  so  or  not? — A.  To  a  certain  extent  It  is,  for 
the  reHSon,  at  this  time  of  the  year,  for  instance,  when  the  demand  is  smalt,  It 
requires  so  mnch  space  to  stock  anthracite  coal  and  so  much  money  that  it  is 
impracticable  to  regulate  your  year's  supply  by  the  output  in  the  months  when 
the  trade  Is  in  a  depresned  condition,  and  in  order  to  supply  the  demand  in  the 
fall  and  wint«r  months,  which  is  brisk,  yon  have  gut  necessarily  to  have  ;onr 
mines  developed  to  a  capacity  much  in  eiceea  of  what  wonld  be  needed  if  yoti 
could  run  uniformly  through  the  year. 

1^.  (By  Mr.  R[PLBY.)  There  is,  tnen.  this  powerful  incentive  which  would  tend 
to  incTPase  the  capacity  of  each  company?— A,  Yes. 

(^.  What  holds  the  company  down  to  the  constAut  proportion  which  has  been 
mamtftined  for  a  number  of  years,  as  I  understood  yon  to  say,  in  the  past? — 
A.  Every  company  has  certain  collieries  becoming  gradually  exhausted,  and  that 
circumstance,  of  oourso,  takes  off  a  part  of  the  increased  output  made  by  sew 
openings  and  additional  capacity. 

Q.  I  suppose,  too,  the  available  supply  for  fatnre  years  Tariea  very  greatly  as 
between  tne  different  railroad  companies,  does  it  not? — A.  Oh,  yea. 

(j.  Will  you  specify  any  of  them  which  are  supposed  to  have  a  vast  reserve  for 
the  future? — A.  The  Reading  is  generally  considered  to  have  the  largest  amount. 

U.  And  which  company  after  that,  so  far  as  your  general  knowledge  of  the 
trade  goes?— A.  I  should  say  the  Lehigh  Valley.  The  Delaware,  Lackawanna 
and  Western  have  a  large  reserve  also. 

Q.  How  about  the  Jersey  Uentral?- A.  I  am  not  bo  familiar  with  their  lands  In 
the  Lehigh  region,  I  do  not  know  what  proportion  of  those  are  undeveloped,  hat 
I  think  their  Wyoming  lands  are  pretty  well  developed,  X  do  not  think  they  have 
much  virgin  coal  left. 

O.  (By  Mr.  Kf.nkedy  , 
will  hold  out?— A.  No,  sir;  I  have  n 

3.  (By  Mr.  RiPLBY.)  AcousoHda 
ley,  and  the  others  which  you  have  named  as  having'  the  greatest  reHerves 
would  give  such  a  combination  a  most  important  strategic  position  SO  years  from 
now.  if  theremainderof  the  coal  fields  wereexhausted,  would  it  not? — A.  Certainly 
it  would.  Understand,  when  I  am  speaking  ot  the  amount  of  unmiued  coal  theee 
companies  have,  it  ia  not  from  actaai  knowledge,  bnt  general  opinion. 

<^.  Yon  are  a''quainted  with  all  the  official  and  geological  reports,  such  as  those 
made  by  GrifBths  and  others?— A.  Yes. 
Q.  The  general  impression  is  as  yon  state  among  scientific  men?— A.  I  think 

Q.  Do  von  understand  that  the  companies  which  have  a  vast  supply  in  reserve 
for  the  future  are  paying  interest  charges  npon  that  capital  so  invMled  out  of 
eoralDgs  made  at  the  present  time?— A.  I  do  not  know;  I  can  not  answer  that 
qoeetion 

Q.  Y  on  ar«  aware  of  the  oiroumBtances  under  which  the  fields  of  the  Reading 


Q-  (By  Mr. Kf.nkedy.)  Have  yon  made  any  e^ttlmate  as  tohowlougyourminee 
win  hold  out?— A.  No,  sir;  I  have  never  made  any. 

.  (By  Mr.  Riplby.)  A  consoltdatioh  now  of  the  Beading,  the  Brie,  the  Lehigh 
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Q.  (By  Mr.  Phillips.)  Woatd  it  be  poasible  now  for  a  new  company  to  go  into 
tbeanthrftcitefield,  if  iteonid  procnreorbad  procnred  an  -"-"-'-  ^-'-  -•  ---' 
and  open  that  mine  np  and  have  tba  aame  f acifitiee  for  tran 
tnnitiea  at  the  market  as  tho«e  yrho  are  now  engaged  i 
nndonbtedlv. 

Q,  It  conid  have  the  aame  facilitiee  that  yon  have  in  mining  yonr  coal? — A.  It 
conld  come  in  on  the  same  basie  as  anybody  else;  I  do  not  think  there  wonld  be 
any  discrimination  whatever. 

Q.  Then  it  ia  yonr  nnderstanding  that  this  recent  combinatlDn  is  not  to  dis- 
criminate against  others  or  independents  or  new  operations  in  the  field? — A.  I 
think  not. 

Q.  (By  Mr.  C.  J.  Ha.rris.)  Wonld  it  be  possible  to  And  an;  territory  that  aa 
independent  oi)erator  coald  get  hold  of  now? — A.  There  is  some.  I  understand 
there  are  aome  lands  in  Schuylkill  County  that  are  not  owned  by  any  of  the 
companies,  that  are  on  the  market.     They  come  up  every  once  in  a  while. 

Q.  The  anthracite  fields,  however,  have  been  preLty  well  exhaustedP-^^A.  Oh, 
yee;  the  desirable  coal  land  is  all  owned  by  parties  who  are  operating. 

Q,  It  wonld  be  very  improbable  that  any  new  anthracite  coal  fields  wonld  be 
dtscoTored  in  Pennsylvania? — A.  Yes. 

Q.  (By  Mr.  Rie-ley.)  I  anote  the  following  statement  from  the  New  York 
Jonmal  of  ("ommerce  of  Febrnary,  1801 : 

"The  Delaware  and  Hndson,eo  the  Independent  operators  were  informed,  conld 
have  its  coal  carried  to  tide  water  by  the  £^e  Company  for  60  cents  per  ton.  The 
independent  operators,  then  paying  nearer  one  dollar  sixty  a  ton  for  the  service, 
not  unnaturally  failed  to  get  the  D.  &  H.  as  an  ally  to  this  plan." 

According  to  that  statement  it  wonld  appear  that  the  independents,  perhana, 
were  paying  (1.80  a  ton  when  the  Delaware  and  Hudson  Railroad  were  getting  the 
service  tor  GO  cents  a  ton.  Have  yon  seen  in  recent  years  or  had  knowledge  of  the 
existence  of  any  such  conditions  or  discriminstions':'— A.  No. 

Q.  Would  that  be  possible  BO  fares youhaveany knowledge? — A.  Iwonldknow 
nothing  about  any  arrangement  the  Erie  and  the  Delaware  and  Hudson  would 

Q.  So  serious  a  disorimlnationmnst.bowever.iMt  existed  on  any  large  scale,  be 
a  matter  of  common  knowledge  in  the  trade.  Yon  have  no  knowledge? — A.  I 
have  no  knowledge  whatever, 

Q.  Yon  have  never  beard  of  aiy  snch? — A.  No. 

Q.  Will  yon  make  a  statement  respecting  the  attempts  within  the  last  year  to 
bufld  independent  lines  to  tide  water,  so  that  the  independent  operators  might 
secure  an  ontlet? — A.  Within  the  last  year?  I  think  there  was  an  independent  line 
started  three  years  ago. 

Q.  There  have  been  other  attempts  and  projecte  within  the  last  year,  have  there 
not?— A.  Yea.  The  first  attempt  was  a  line  going  from  Scranton  to  tide  water. 
The  next  was  the  line  which  followed  the  old  Delaware  and  Hndson  canal  and 
terminated  at  Kingston,  on  the  Hudson  River,  in  connection  with  the  Pennsylvania 
Coal  Company. 

Q.  Were  the  franchises  for  theee  lines  actually  Becnred?~A.  I  do  not  know 
whether  they  were  (inallv  secured.  They  were  in  litigation  on  the  charter  for  a 
long  time  as  to  certein  righte  of  way,  and  whether  they  ever  completed  the  litigation 
I  do  not  know. 

Q.  What  was  the  understood  object  of  those  attempte  to  constrnct  more  inde- 
pendent railways  to  tiiie  water?— A.  To  get  a  lower  rate  of  freight. 

Q.  In  other  words,  the  individual  operators  were  snfficiently  dissatisfied  with 
the  rates  charged  upon  coal  to  be  willing  to  agree  to  ship  over  a  new  line  if  it  were 
bnilt?— A.  That  is  my  nnderstanding. 

Q.  Have  any  of  these  lines  been  built  in  part  nr  entirely? — A.  Not  at  all. 

Q.  And  what  prevented  the  consnmmation  of  the  plans?— A.  Bought  out. 

Q.  Bon);ht  out  by  whom?— A.  By  the  different  community  of  Intereste,  the 
diSerent  ruads  that  are  now  considered  as 

a.  (Interrupting.)  Have  yon  ever  heard  of  theTemple  Iron  Company?  Asdifso. 
yon  make  a  statement  respecting  what  you  know  of  it.  what  it  is,  and  for 
what  purpose  it  was  created?— A.  The  Temple  Iron  Company's  collieries  were 
formerly  owned  in  part  by  Simpson  &  Watkins,  who  were  individual  operators. 
Q,  (By  Mr.  Phillips.)  Yon  spoke  of  these  roads  having  been  bought  out  by 
the  community  of  interest.  Wonld  not  the  existing  roads  npcessarily  have  to 
charge  more  for  freight  if  they  paid  large  snius  to  prevent  this  advantage  in  order 
to  reconp  and  get  that  money  back? — A.  No;  not  necessarily. 
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Q.  Would  it  not  tako  money  from  the  stockholders  that  belongs  to  them?  It 
has  to  coma  from  some  sonrce.— A.  The  assumption  is  that  they  are  maMng  some 
profit  on  the  operation  of  these  collieries  and  the  transportiDg  of  the  coal.  Ton 
eeel^erpnTchased  these  collieries,  and  dow  they  own  the  coal  instead  of  bnfingit. 

Q.  On,  I  tinderstood  yon  to  state  that  they  bought  out  the  men  who  were  going 
to  build  this  railroad.— A.  No,  no;  thev  bought  oat  the  collieries. 

Q.  (By  Mr.  HiPLKT.)  Was  the  PennHytvania  Coal  Company  one  of  those  nur- 
chased  at  that  time  in  order  to  prevent  the  construction  of  those  lines? — A.  The 
Pennsylvania  Coal  Company  was  purchased  recently,  and  the  assumption  among 
the  pablio  is  that  it  was  purchased  to  prevent  the  building  of  the  new  line  to 
Kingston. 

Q.  Was  any  other  action  taken,  for  instance,  by  the  New  York,  Ontario  and 
Western  road  to  that  same  and?— A.  Not  to  my  knowledge;  I  do  not  know. 

Q.  Were  not  a  targe  nnmber  of  indlvldnal  operators  bought  out  by  that  com- 
pany?—A.  By  the  Pennaylvauia  Compuiy? 

Q.  By  the  New  York,  Ontario  and  Western.— A.  Yea;  they  bought  several  col- 
lieries, crat  they  were  entirely  separate. 

Q,  They  bought  them  oQt  to  eliminate  the  individual  operator  who  was  seeking 
on  ontlet?— A.  As  1  nnderstand  it,  the  collieries  purchased  by  the  Ontario  and 
Western  were  collieries  which  would  have  been  ebippers  over  the  new  road  had  it 
been  built 

a.  In  other  words,  the  parties  already  interested  in  this  territory  were  eiceed- 
_  y  deairons  that  no  new  independent  linee  to  tide  water  shonld  be  con- 
Btrncted?— A.  Yes;  naturally  so. 

Q.  And  in  order  to  prevent  that  effect  the  individual  operators  in  that  territory 
were  bought  ont,  and  among  those  the  Pennsylvania  Coal  Company?— A.  Yea. 

Q.  Have  you  seen  in  the  newspapers  a  statement  concerning  tbe  price  paid  for 
the  proi)erty  of  the  Pennsylvania  Goal  CompanyT—A.  Yes. 

Q.  Doesit  seem  toyon  a  fair  price  or  an  excessive  one  nnder  the  circumBtanceB?- 
A.  It  is  considered  by  the  coal  men  who  are  famUiarwith  that  property  that  it 
was  a  very  fair  price,  a  reasonable  price. 

Q,  (By  Mr,  Philups.)  Whatwas  thesum  paid?— A.  It  was  about  33,000,000,  or 
somewhere  near  that. 

g.  (By  Mr,  Bipley.)  There  was,  however,  a  quotation  for  the  stock  at  a  rate 
ch  would  bring  the  total  very  much  higher  than  that  for  along  time,  was  there 
not? — A.  I  have  not  seen  any  of  that  stock  quoted  on  the  market  for  a  good  many 
years.     I  did  not  know  there  was  any  of  it  for  sale. 

Q.  What  would  be  the  effect  upon  the  general  harmony  of  interests  thronghout 
tlie  coal  region  bv  the  elimination  of  these  individual  operators,  including  the 
PenusylvaniB  Coal  Company?  Would  it  tend  to  sttengthen  the  commnnity  of 
interest  throughout  the  remainder  of  the  field? — A.  I  shonld  say  that  it  would. 

Q.  In  other  words,  has  not  the  independent  0|ieration  in  that  northern  section 
<rf  the  Wyoming  field  bi.'en  a  source  of^  considerable  trouble  to  the  other  roads  in 
maintaining  a  fixed  price  for  the  prodnct?— A.  That  Is  the  general  Impression. 

Q.  So  that  that  obstacle  being  removed  it  would  be  eaKier  for  the  remaining 
TOaas  to  come  together  and  operate  harmoniously?— A.  Yes. 

Q.  (By  Mr.  L[TCKMAN.)  I  have  here  a  clipping  from  the  New  York  Journal  of 
Commerce  which  alleges  certain  facts.  One  is  that  the  Morgan  roads,  so-called, 
absolutely  control  63.17  pel' ceiit  of  the  output  of  anthracite  coal;  that  the  non- 
Morgan  roads  control  36.83  per  cent,  and  that  the  reason  for  the  commonity  of 
interest  agreement  is  that  these  Morgan  and  noti-Horgan  interests  have  all  been 
brought  substantially  under  one  control,  and  that  they  represent  06  per  cent  of 
their  entire  ontput  of  anthracite  coal.  That  being  the  case,  what  is  the  oppor- 
tunity for  an  indenendent  operator  to  opeTat«  against  )I6  per  cent  of  the  produo- 
tion  of  coal?— A.  That  being  the  case  we  are  the  ones  that  are  up  against  that 
proposition. 

Q.  Is  not  yc 
A.  Tea:  that : 

Q.  That  Is  a  Morgan  road.— A.  Not  a  bit  of  it,  not  a  bit  of  it. 

Q.  Well,  that  would  only  eliminate  8  j  per  cent  more.  That  would  make  it  B3 
per  cent.^A.  Then  there  are  the  Ontario  and  Western,  the  Delawareand  Hudson, 
and  the  Pennsylvania  Railroads. 

(j.  The  Ontario  and  Western  is  non-Morgan,  bat  has  recently  been  brought  into 
tbe  community  of  interest  by  virtue  of  the  purchase  of  a  controlling  interest — 
A.  That  is  a  newspaper  report    I  do  not  know  anything  about  it 

Q,  You  own  your  transportation?- A.  For  only  part  of  our  coal, 

Q.  If  the  time  comes  when  yon  find  there  is  a  shortage  of  cars  for  shipment  to 
tide  water  then  yoo  will  be  apt  to  feel  this  competition,  will  you  not?— A.  I  do  not 
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Q.  ( By  Mr.  Ripley.  >  Is  not  that  the  reaeoo  why  von  built  this  road,  40  mllM 
long,  known  as  the  Delaware.  Sneqnehanna  and  SchojlkUl,  that  yon  might 
obtoin  such  transportation  irreapective  of  any  action? — A.  The  only  person  who 
conid  have  answered  that  qaestion  is  Mr.  E.  B.  Coze.  Mr.  Coze  stated,  in  same 
testimony  at  Harmbnri;,  that  he  built  the  road  to  connect  his  collieries,  some  of 
which  were  on  one  road  and  some  on  another,  so  that  he  could  send  his  tonnage 
wherever  he  deaired. 

trolc 

which  they  operate  their  collieries  at  the  present  time?— A.  They  have  no  more 
favorable  tenns  than  any  other  roads,  unless  a  trackage  agreement  to  tide  wat«T 
can  be  so  considered,  and  1  do  not  know  whethei  1  consider  that  more  favorable 
than  the  OS  per  cent  arrangement  or  not. 

Q.  (By  Mr.  Bipi^y.)  Are  yon  willing  to  submit  that  agreement?— A.  As  it  is 
an  agreement  that  affects  only  two  intereets,  and  not  the  poblic  intMest,  I  prefer 
not  to  do  BO. 

Q.  (By  Mr,  Litchman.)  Tbia  community  of  interest  in  the  coal  region  is  also 
the  commnnity  oF  interest  in  transportation,  Is  it  not,  in  that  region?— A.  The 
transporting  companies  control  the  coal  companies. 

Q.  (By  Mr.  Riplry.  )  la  it  not  trne  that  in  the  past  the  Reading  Railroad  has 
been  the  moat  nncertaln  factor  in  the  sitnation  as  far  as  the  maintenance  of  the 
r^nlar  ontpnt  is  concerned?  Has  that  road  not  in  general  broken  the  customary 
allotment  of  shipmeats  by  increasing  their  ontpnt  beyond  that  fignre? — A.  1  do 
not  know  that  it  has. 

Q.  Would  that  not  be  true  of  S  or  6  years  ago? — A.  I  can  nut  state  without  going 
over  their  shipments. 

Q.  Ifonhavenorecollectiontothatcffect? — A.  No.  Everybody  complains  about 
everybody  else  in  the  coal  business  the  same  as  in  any  other  bnainesa.  Tbey  will 
damn  Uie  Reading  one  month  and  some  other  company  the  next,  and  so  on.  That 
has  been  the  way. 

Q.  The  incentive,  however,  on  the  part  of  the  Reading  to  increase  the  ontpnt 
owing  to  improvements  of  that  company  is  perfectly  clear,  Is  it  not?— A.  The  more 
any  company  can  increase  its  ontpnt  and  sell  its  coal  the  cheaper  it  can  operate  its 
mines  as  a  rule. 

Q.  But  in  case  of  (hat  company  there  is  a  large  proportion  of  coal  land  lying 
idle  which  is  eating  itself  np  with  interest  charged,  is  there  not?— A.  Doubtless 
that  Is  trne. 

Q.  (By  Mr.  Litchman.)  Do  yonr  records  of  shipment  show  the  prices  of  coal  at 
tide  water  for,  say,  covering  a  period  of  10  years?— A.  Yes;  1  have  the  record. 

Q,  Could  yon  furnish  a  statement  showing  that  range  of  prices? —A.  Tes. 

Q.  I  want  to  show  whether  there  has  been  any  marked  variation,  and  whether 
tbatvariatlon  has  been  affected  bydall  timesand  good  times,  and  perhaps  by  these 
combinations  that  have  taken  place  within  that  10  years,  and  I  take  it  that  the 
operations  of  yonr  company  are  of  suEBclent  volume  to  make  testimony  on  that 
point  desirable. 

Mr,  St«ams  thereupon  submitted  the  following  tables  of  prices; 


ICozaBros.  A  Co-ilncornanted.— Averace  t.o 
coal  milled  by  Coie  Broo,  &  Ca ,  tbe  Croe 
bioorpontedO 

PBEPABED  SIZES  OF  ANTHRACITE  COAIj. 


a  Creek  Coal  C<»npaDy.  sadT; 


January 

Febmarv 

March 

April 

Uij 

3n]j'"".''.V.\'.'.' 

9e^«mber 

October 

November  ...... 


"CTooT^ 


,   A.   SXBAJEtNS: ANTHRACITE   COAL    BUSlNBSti.  591 

ANTHRACITE  PEA  COAL. 


Montb. 

P«rth  AmboT 

' 

All  tide  point*. 

IMD. 

um. 

uu.     im. 

lint. 

1W6. 

m.     iitta. 

ISSB.        1881. 

1 
II 

2!E4I 

1 

1 

1 
f 

1 

i 

"s  'ill 

1271       2^232 

1  ii 
ill 

t 

m 

37 

a 
i 

K 

1 
1 

HIS 

1 
1 

i 

ml  W 

2.333      2 

2.23i      2 

2.18  ,  ; 

1 1 

32    ,      2.62B 

241        2.  3 
IW  '      £.353 

^1      1^ 

gS^r.;:::::;: 

28D        2.322 

2 

^'"'^ 

2.321 

* 

m 

2.IW'    2.inB 

1. 

01. 

2,«« 

613  1    2.  Ml 

' 

274  1      2.43 

ANTHKACITE  BUCKWHEAT  COAL. 


^e:e 

. 

if 

383 

1 

ne 

t 

!l 

721 
067 

1 

i 

t 

1 

1 
1 

1 

718 

S 

«37 

oae 
geo 

r 

s 

f 

'1 

•:S|':S 

.ii« ;     .rw 
.m      '.u 

i 

OK 
682  ' 

1 
i 

7» 

s 

8-'>8 

S±&v:;:;::;; 

iiil 

068 

■""■" 

i.«« 

1.78B 

1.763 

l-BM 

1.588       1.821      l.WS;    1.7«t 

grsl    1 

7l« 

ANTHRACITE  BICE  COAL. 


rsbTDmiT  ... 

Mareh 

April 

sf^ 

BepUmbw.. 

OcSobar  

Novvmbar  .. 


ANTHRACITE  BARLEY  COAL. 


11.30 
l!3f> 

f. 

i'i 

1 

2ie 

ir 

a 

»2 
3» 

1.85 

l.SS 

1.103 

'- 

L«,|    ■ 

277      1 

Tenge 

1 

,db,Googlc 


IKDDSTRIAL   OOM10981ON: — TRANSPORTATION. 


ANTHRACITE  PEA  AND  DITST  (aCBEENINGS  MADE  AT  TIDE  SHIPPmO  POINTSl. 

MMxtb. 

Perth  Amboy. 

All  tide  poinla. 

1900. 

leee. 

laes. 

im. 

isgs. 

18SS. 

- 

»4, 

ises. 

1892. 

i»i. 

Jannarr 

•!:& 

'1 

.196 

1 

i 

:soe 

'1 
■i 

ilST 

las 
:bo 

ll.BO 

■i 

.IDS 

rni 

H.eofi 

i;E 

1.ST3 
l.SM 
l.SO 

ii 

i:*88 

11  MT 

1 
1 

i 

1 

?»" 

^ril 

!m8 

.S15 

:| 

'.tM 

a^^-:::::::. 

i 

Gffi 

S 

7 

Averse.... 

"■■" 

1.501 

1.601 

i.iar 

'" 

l.GGT 

t» 

1.52S 

Lia. 

i.am 

8.06 
B.TU 

an 

i 

1 

ii 

1 

1 

'.TStt 

i 

a.  52 

IS.3TS 

■1 
1 

B.821 
2.13S 

Ii 

l| 
11 

1 

£.3E4 

IS 

2SS1 
2:671 

II 
ll 

Ii 

tZ.RZl 

i 
11 

Se^«uiber 

^-?? 

k&:ee 

ATM»ee 

8.816 

a.8S8 

2.638 

2.72b 

i.m 

...s 

2.847 

2.W1 

8.035 

:I038 

Q.  (By  Hr,  Phillips.)  What  effect,  if  any,  has  this  recent  combination  had 
apon  the  distxibntion  of  coal  in  the  great  cities,  snch  as  Philadelphia  and  New 
York?  Are  there  the  same  nnmber  of  persona  eTig&geA  in  the  marketing  of  this 
coal  aa  thern  waa  before,  or  does  this  combination  e.ipect  to  handle  ths  coal  itaelf 
and  retail  it? — A.  I  do  not  think  it  has  made  any  change  aa  yet,  but  at>out  plana  I 
know  nothing  whatever. 

Q.  Or  whetner  they  are  going  to  distribnte  it  from  certain  depots  in  the  cities?^ 
A.  I  have  seen  statements  to  that  effect,  bat  I  know  nothing  whatever  about  it 

Q.  (By  Mr.  Riplby.)  Coming  to  the  question  of  labor  and  wages,  bow  many 
men  do  you  employ?— A.  About  3,^,  or  a  few  over  of  men  and  boys. 

Q.  Were  yonr  men  concerned  in  the  strike  last  fall? — A.  Yes. 

Q.  Have  you  any  statement  to  make  respecting  their  attitude  or  behavior  dtlT- 
iog  that  time?— A.  Our  men  did  not  strixe  except  at  one  colliary.  The  strike 
commenced  on  September  IT,  1  think  only  54  of  our  men  went  out  the  first  day 
of  the  strike,  and  they  continued  to  work  until  intimidation  was  commenced,  and 
they  were  threatened,  called  scabs  and  everything  else,  and  every  inflnenco  known 
to  labor  organizations  and  that  class  of  people  was  used  to  iDtitnidat«  them  and 
keep  them  awaj  from  work.  They  continued  to  work  until  October  11,  when,  as 
a  result  of  riotmg,  they  killed  one  of  our  watchmen,  shot  another  one  in  the  face, 
wounded  severu^  others,  and  we  concluded  to  stop,  and  posted  the  following 
notice: 

"  NOTICE. 

"After  nearly  1  month's  straggle  with  Intimidation,  raiding,  etc ,  and  the  lack 
of  odeqoate  protection  from  the  proper  authorities,  and  with  the  feeling  that  this 
company  has  reached  a  point  where  it  is  unable  to  properly  protect  its  employees. 
notice  is  hereby  given  that  all  mining  operations,  from  this  date,  will  be  sus- 
pended until  further  notice,  to  avoid  loss  of  life. 

"OoXB  Brothkhs  &  Co.,  Incorporated. 

"Deifton,  Pa,,  October  U,  mio." 


Q.  (By  Mi.  Ripley.)  It  was  not  then  a  strike  of  the  operai 
BO  mnch  as  conoeeslomi  to  prevent  difficulties?— A.  Yee.    We  ta 


..stives  in  that  coae 
<  bad  to  protect  those 
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Q,  What  were  the  wages  of  the  difFersnt  claueB  of  employees  in  yonr  minM, 


E«,  including  those  of  the  boys, 
makinK  all  dedticiione. 

Q.  What  proportloa  of  your  operatiyee  are  bo;e7— A.  I  should  say  ii 
<ai9-hftlf  are  miners,  i>ossibly.  We  don't  have  the  small  boys  we  have 
the  breakers,  and  I  think  no  one  nnder  14  ia  allowed  to  work  in  the  n 
apeak  of  the  driver  as  a  boy  anil  the  doorkeeper  aa  a  boy.    About  o 


thalf  a 


minerB,aiid  the  other  half  are  laborers,  door  boys,  drivers,  rnnners,  and  timber- 
men,  and  everything  of  that  kind. 

Q.  That  average,  then,  is  compoanded  by  the  wages  paid  to  a  great  nnmber  of 
boys  for  theae  varions  kinds  of  work,  and  also  the  common  day  laborers  as  well  aa 
Hie  miners? — A.  Yea;  it  isthetotal  payrolldividad  by  thetotal  nninber«iuplayed. 

Q.  Will  yon  say  that  rate  per  month  was  typical  throughont  the  year?— A.  No; 
becanae  in  Aiigaat  we  worked  more  days  than  in  some  other  months  in  theyaar. 

Q.  That  showing  was  better  than  conld  have  been  made  in  any  otbo'  month  in 
the  year?— A.  Not  neceBsarily  btitter  than  any  other  month. 

Q.  As  good  as  any  month  in  the  year?— A.  Bere  ia  a  statement  of  Uie  nnmber 
of  days  worked  in  every  month  of  the  year: 


[The  Croaa  Creek  OompaDj— Oozt 
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Hour*  uxn-ked  in  1900. 

ALL  BBEAKBHB. 


Driltaa.     Eckley.    Stockton. 


Meadow. 


Der. 


Usrch  ..-■; 
April 

jfe.::::::: 

July 

September. 
(xAober.... 

November. 
December  . 

Total. 


The  WiTNEw,  This  statement  shows  the  nnmber  of  days  worked  in  each  one  of 
onr  cullieriee.  1  want  to  say  in  Ibis  connection  that  the  beaver  Meadow  Coiliery 
was  idle  entirely  through  the  month  of  May  and  a  good  part  of  June,  for  the  reason 
that  we  were  bnilding  a  new  breaker,  and  we  had  to  disconnect  the  tracks  to  do 
that  work;  conaeqnently  they  worked  much  less  time  during  the  whole  year. 

Q.  (By  Mr.  Phillips.)  Speaking  of  the  strike,  were  or  were  not  the  men  jnatl- 
fiea  In  makl^  a  demand  for  better  conditions  last  year  when  that  strike  was 
inetitnted?  Were  or  were  not  their  olaima  jnst? — A.  8ome  of  their  claime  wera 
jast 

Q.  Were  all  of  them  engaged  ia  mining  or  were  only  a  certain  percentage  of  them 
siinem? — A.  Only  a  oertaia  percentage.  They  mode  a  good  many  claims,  bnt  pos- 
sibly it  would  be  well  to  explain  the  ayatem  on  whion  wages  were  fixed  in  the 
Lebdgbr^on. 

<j.  Yes. — A.  In  187'1  theoperatorssgraednpon whattheyoalledthebaslswagea. 
That  is,  the  price  of  each  olase  of  labor  was  flxed  at  a  certain  price  when  coal  sold 
at  tide  water  at  |S  pet  ton.  For  every  10  cents  advance  or  decline  in  that  price 
the  wages  advanced  or  declined  I  percent.  The  price  of  powder  and  the  priceeof 
othersnpplies  were  fixed  in  order  to  determine  the  price  to  be  paid  per  oar.  The 
rates  of  freight  at  tbe  time  and  the  price  of  coal  at  tide  water  had  gone  down  to  - 
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•olovapoint&Atthrirwagee,  If  thev  hod  ftdhsredstiotly  to  the  basiB.  would  have 
been  Tery  low,  and  they  never  did  talldowa  to  the  bottom  of  the  baaia;  but,  owlDg 
to  the  fact  that  the  rate  of  freight  waa  ('3.50  a  ton,  in  order  to  pat  wages  on  t^ 
same  baeb  as  they  were  wbea  this  contract  waa  mude.  the  price  per  ton  of  cnal 
at  tide  water  was  taken,  the  rate  oF  freight  paid  at  the  present  time  dedncted, 
which  gave  the  price  per  ton  at  the  ulnee,  and  then  $^.50  waa  added  for  the  freight, 
which  was  tbe  sama  rate  aa  paid  in  1875,  when  this  contract  waa  made.  Upon 
that  the  wagee  were  baaed  for,pach  month.  There  had  been,  I  think,  an  advance 
of  6  per  cent  throngh  the  aummer  on  account  of  the  prl  'e  of  coal  going  np.  Then 
they  demanded  that  the  basis  be  abolished;  that  their  wagea  shoald  not  be  made 
to  go  np  and  down  with  the  pricae  of  coal.  They  alao  demanded  an  advance,  and 
I  do  not  know  what  all.  There  waa  a  10  per  cent  advance  granted  then,  and  the 
price  of  powder,  which  had  been  ^.7-^,  was  rednoed  to  $1.50,  and  they  went  to 
work. 

Q.  Wonldthoseconceaaionshave  been  granted  had  they  not  atrnck?-"A.  Ithink 
tbey  wonld.     I  know  a  rednction  in  the  price  of  powder  woald  have  been  granted, 

Q.  Didn't  the  operators  try  to  rednce  the  price  of  powder  and  have  the  wagea 
remain  as  a  basla  of  aettlement  later? — A.  1  do  not  think  the  offer  waa  ever  made. 
There  was  a  very  strong  sentiment  in  favor  of  redncing  the  price  of  powder. 

Q.  Do  yon  think  they  wonld  have  gotten  these  conditions  withoat  the  strike,  or 
not?— A.  They  would  undoubtedly  have  gotten  a  rednction  in  the  price  of  powder; 
there  is  no  doubt  of  that. 

Q.  Untnatanadvancelnwagea,  perhaps?— A.  That  might  bave  been  a  qneetlon, 
but  I  think  there  wonld  have  been  an  advance. 

Q.  Do  yon  think  now  that  the  wage  ia  too  high,  or  is  it  not  reasonable?- A.  As 
long  as  we  can  keep  the  price  of  ooal  to  cover  that  advance;  bntwhen  we  cant  we 
are  going  to  lose  money. 

Q.  (By  Mr.  RIPL.EV, }  Is  not  the  price  of  coal,  however,  more  in  excess  of  the 
price  of  coal  Isefore  the  strike  than  the  present  wages  are  in  excess  of  past 
wages? — A.  Yea;  bnt  yon  must  remember  the  conditions  which  existed  jnat  after 
the  strike  were  very  different  from  what  they  are  going  to  be  now  for  the  next  6 
montba.  When  the  strike  ended  we  met  u  market  depleted  with  coal.  There  waa 
no  coal  in  the  market,  and  winter  came  on;  bnC  nowuiemarket  isfnilof  coal,  and 
we  can't  realize  those  prices,  and  the  prices  are  back  now  to  where  tbey  were 
before  the  strike. 

Q.  Has  not  there  always  been  a  rednction  of  abont  50  cents  a  ton  the  Ist  of 
April?— A.  Usually:  yes. 

Q.  Is  there,  then,  this  yearanyabatementoftberule?  In  other  words,  have  yoa 
done  anything  more  this  April  than  to  go  back  to  the  figore  that  prevailed  for  April 
before  the  strike^than  yon  do  each  spring  to  go  baclc  to  the  tall  prices?— A.  No; 
the  price  Is  always  lower  in  the  Spring  months,  for  the  reason  that  tt  is  desirable 
to  induce  costomera  who  can  afford  to  do  so  to  lay  in  their  winter  snpplv  of  coal 
at  lower  pricee,  and  thna  keep  the  mines  at  work;  or,  in  other  words,  keep  onr 
collieries  In  operation.  It  is  impossible  to  work  onr  collieries  fnll  time  and  sell 
coal  that  the  pe  >ple  don't  have  any  nse  for,  bat  simply  have  to  store  away  until 
winter  comes  and  tbey  can  nse  it,  withoat  making  concessions  in  prices. 

Q.  Bnt,  aUowing  for  the  season,  von  are  still  at  as  high  a  level  as  In  prevloua 
years— as  yon  were  immediately  following  the  low  prices,- A.  No;  I  think  the 
price  is  abont  the  same  as  a  year  ago. 

Q.  (By  Mr.  Phill.ips.  )  Can  not  coal  be  mined  and  shipped  mnch  more  cheaply 
now  than  it  was  10  jrears  ago?— A.  No. 

Q.  Have  not  the  improvements  in  mining  methods,  in  machinery,  and  in  the 
cars  and  handling  of  the  ooal,  the  faoilittes  for  handling  larger  cars,  and  bettm" 
tracks  had  a  tendency  to  make  a  great  cheapening  of  the  price?— A.  That  Is  a 
cheapening  of  transportation.  I  am  speaking  of  mining.  The  cost  of  mining  has 
not  decreased,  bnt  on  the  contrary  has  increased  every  year  and  will  contiaoe  to 
increase.  Our  mines  become  deeper,  more  expensive  to  ventilate,  and  we  have 
more  water  to  pninp.  and  the  cost  of  mining  will  continne  to  increase. 

O,  The  cost  of  transportation  haa  been  decreasing,  and  will  likely  still  continne 
to  decrease? — A.  I  wOl  not  prophesy;  bnt  it  has  been  decreasing. 

Q.  (By  Mr.  C.  J.  Harris.)  Some  coal  mines  would  be  more  valuable  now  than 
they  were  10  years  ago  if  yon  took  into  consideration  that  yoa  had  to  pay  interest 
and  taxes  on  those  lands  for  10  years.  Is  that  factor  Sgnred  in  the  prii  e  of  ooal 
at  all?— A.  That  was  what  I  was  speaking  of  a  short  time  ago— whether  in  endeav- 
oring to  arrive  at  the  cost  of  mining  a  ton  of  coal  depended  on  whether  yon  took 
all  those  things  into  account  or  not. 

Q.  (ByMr.  RiPLBY.)  They  ought  tobelnclnded.ooghttheynot?— A.  Somebody 
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&11  tbe  money  inTeeted  in  reserve  coal  lands?— A.  It  onght  to,  as  a  bnalneas  propo- 
eitioii.  get  the  money  ont  of  it  that  has  been  pat  in. 

Q.  Does  it  not.  neceesarUy,  if  those  comiianies  are  to  remain  solvent? — A.  If 
they  get  their  money  back  they  have  got  to  ^t  it  tbat  wayi  certainly. 

Q.  Was  that  not  uie  reason  for  the  financial  difBcnlty  which  the  Reading  Bail- 
road  was  involved  in  some  years  ago?— A.  I  wonld  not  like  to  answer  that  qnea- 
tion.    I  do  not  know. 

Q.  (By  Mr.  Phillips.)  Returning  again  to  the  proposition  regarding  the  Invest- 
ment, do  yon  think  it  is  essential  to  the  good  of  the  commnnity  at  large  that 
persons  shonld  bay  np  a  very  large  amount  of  coal  or  iron  or  anything  elae  and  ' 
chnrge  the  commnnity  Interest  against  that  iavestment?  Wonld  not  the  com- 
tnnuity  be  better  served  if  they  were  held  in  smallet  holdings  and  mined  as  the 
community  needed  the  commodity?  Should  the  commnnity,  in  other  words,  be 
taxed  for  carrying  a  very  large  body  of  anthracite  coal  or  bitnminons  coal  by  any 
large  corporation?— A.  I  do  not  think  that  question  lias  ever  come  into  the  cost  of 
mining  or  selling  coal  at  all.  I  do  not  think  any  companies  ever  figured  on  that. 
They  are  too  glad  to  get  ont  what  their  actual  cost  in  labor  and  material  is,  with  a 
small  profit  over  it,  and  their  royalty. 

Q.  (By  Mr.  LiTCRHAN.)  Can  yon  tell  ns  something  about  the  nationality  of  the 
Operatives  In  the  coal  rwiona?— A.  Of  the  miners  or  the  emjjloyees? 

Q.  Yes.— A.  Yes:  we  nave  20  different  nationalities  working  for  ns.  We  have 
1  Jew  and  i  Spaniard  and  1  Frenchman.  The  majority  of  our  employees  who  are 
employed  on  ilie  railroad  are  Americana. 

(j.  Are  not  the  employees  of  foreign  extraction  about  three-qnarters  of  theentire 
nhmber?— A.  A  good  many  of  those  that  are  rated  Americans,  yon  know,  are 
American  bom  from  foreign  parents. 

(j.  Then  that  would  mass  the  percentage  still  larger?— A.  Well,  they  are  rated 
American:  they  are  American  born. 

Q.  Yon  have  given  a  total  of  S,350,  and  of  those  you  classify  an  American  009? — 
A-  Yes. 

Q.  That  wonld  bo  a  little  more  than  two-thirds  actually  of  foreign  birth,  and  a 
portion  of  that  9MI  are  of  foreign  extraction,  but  of  American  biru,  you  say? — A. 
Yea. 

Q.  (By  Mr.  A.  L.  Harris.)  It  was  stated  by  the  press  a  few  months  ago,  on 
what  was  said  to  he  good  authority,  that  some  0  railroads  control  about  all  the 
anthracite  coal  in  the  State  of  Pennaylvania.    Is  that  true?— A.  Yes. 

Q.  It  was  stated  in  the  same  connection  by  the  same  party  tliat  it  coet  three 
times  as  much  to  transport  the  anthracite  coal  per  mile  as  it  costs  to  transport  the 
bituminous  coal.  l9thattme?^A.  1  should  think  that  estimate  wasexcessive;  that 
would  be  my  opinion.  Yon  have  doubtless  had  a  good  many  gentlemen  before 
you  who  are  much  more  capable  of  testifying  on  that  point  than  I  am. 

Q.  There  is  an  excess,  then,  in  the  transportation  of  anthracite  over  bituuiinous, 
ia  there?— A.  Yes. 

a.  On  what  ground  is  that  justified? — A.  I  shonld  say,  first,  that  bituminous 
does  not  have  to  be  classified  in  all  the  various  sir.es.  of  which  I  think  there 
are  8  in  anthrnclte.  We  have  Kot  to  classify  that  coul  into  sizes  In  cars,  and  we 
can  not  send  a  car  of  stove  and  a  car  of  pea.  and  mix  the  cars  all  np.  It  is  clas- 
silied  into  sizes,  so  that  when  it  reaches  tide  water  or  destination  it  can  be 
unloaded  directly  into  the  boats  without  rehandling  earn  ooutainmg  other  sizes. 
Bitaminous  coat  doea  not  have  to  be  classified.  And  then  again,  the  anthracite 
coal  cars  almost  invariably  retnrn  empty.  They  have  a  load  only  one  way; 
whereas  bituminous  care— a  great  many  of  them— return  loaded:  they  are  used 
for  iron  ore  and  for  varione  other  purposes.  In  our  cars,  for  instance,  we  never 
have  a  load  back  ezc-ept  some  scrap,  or  something  of  that  kind  from  a  wreck: 
nothing  that  amounts  to  anything.  Thay  are  Jouded  one  way  and  empty  the 
other. 

Q.  In  your  opinion,  doea  the  coal  transportation  get  a  fair  and  liberal  rate?^A. 
Yea;  I  think  so. 

Q.  (By  Mr.  Litchman.)  I  want  to  find  out  whether  the  proportion  of  foreign 
Operativea  in  the  region  generally  would  be  the  same  as  tliat  stated  by  you  as 
applying  to  your  own  employees,  so  far  as  your  judgment  goes?— A.  That,  of 
couree,  would  be  impoasible  to  say;  but  I  would  not  think  the  ratio  wonld  vary 
very  much. 

Q.  How  loi 

thetegion?— 

been  engaged  as  a  mining  engineer  since  lt:W9. 
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Q.  Have  yoa  noticed  a  ohAnge  in  the  p«r»oaiiel  of  the  minen  In  that  regionT— 
A,  Very  decidedly. 

Q.  Can  yon  give  as  a  little  information  on  that  point  in  a  ^neral  way,  showing 
the  change  from  one  nationality  to  another? — A.  In  old  times,  30  years  ttgo  or 
tbereabontH,  all  of  our  miners  were  Walsh,  Irish,  Qermana,  very  few  Americans, 
few  Engliah.  There  were  a  good  many  Comlah  men,  but  they  were  mostly 
employed  in  rockwork;  and  we  had  no  Hangariaua,  Folanders,  Anstrians,  and 
men  of  those  nationalities  Now  the  younger  ^aerations  have  come  along  of  the 
Welsh  and  the  Irish,  and  they  have  not  gone  into  the  mines.  The  parents  have 
been  ambitious  to  give  them  h  little  better  adncation  than  they  hod,  as  every 
parent  is,  regardleeaof  nationality;  to  put  them  Inalittle  better  conditton;  togive 
them  a  little  better  chance,  and  tne  reanlt  is  that  very  few  of  the  yonng  Irish  and 
the  yonng  Welsh  and  the  yonng  Germana  are  fonnd  in  the  mines,  ana  these  for- 
eign classes  have  come  in  and  taken  their  place  to  a  very  great  extent;  and  it  ia 
not  a  very  desirable  change. 

'^,  Is  it  not  tme  that  this  foreign  element  has  been  bronght  in  by  reaatm  of 

'  «  among  the  original  miners  and  the  sons  of  the  original  miners?— A.  No;  I 

CO  not  think  tberebaTseTer  been  any  men  imported  into  the  anthracite  coal  field. 

Q.  Wehaveit  in  testimony  that  the  first  firm  to  import  foreign  labor  waa  that  of 
Coze  Brothers.— A.  I  have  heard  that  statement  I  have  looked  it  ap,  and  I  find 
there  is  not  one  word  of  trnth  in  it,  abaolntely  none.  There  is  a  little  pecnliaritf 
abont  IL  A  Hnngarian  comes  to  Drifton,  and  he  goes  to  work,  and  he  does  very 
well,  very  much  better  than  he  ever  dreamed  of  doinfc  in  the  old  conntry,  and  fae 
immediately  writes  to  his  friends,  and  they  come  straight  to  Drifton.  Iliere  was 
another  coiliery  np  on  the  Penn^ivania  road  above  Shamokin,  Hiokory  BldgB, 
and  they  come  there  in  droves.  They  did  not  know  any  other  place  in  America 
but  Hickory  Bidge.  That  is  the  way  they  come,  in  schools  and  droves.  I  mean 
that  Is  the  way  they  started,  becanae  now  they  have  friends  scattered  everywhere 
all  over  both  bitnminons  and  anthracite  regions. 

Q.  It  is  substantially  true  that  the  older  miners  have  been  very  largely  anp- 
planted  by  the  Hnngarian  and  Polish  miners? — A.  Very  largely  so:  very  largely 
so.  I  think  we  have  a  larger  percentage  of  the  old  miners  than  any  other  col- 
lieries in  that  region,  for  the  reason  that  we  have  given  them  bettor  conditions. 
We  have  better  hoases.  For  years  we  had  a  hoapital  where  thev  were  attended 
carefnJly,  free  of  charge,  until  the  State  bnilt  a  hospital  at  Hazelton,  when  onrs 
w^  abandoned.    They  have  had  eiceptiooally  good  treatment  in  ma^  respects. 

Q.  (By  Mr.  Kknnkdy.)  I  would  like  t©  ask  whether  these  Poles  and  Hungarians 
show  a  disposition  to  become  American  citizens  and  to  remain  in  this  country? — 
A.  Not  very  largely.  Both  ^litical  parties  look  after  getting  them  naturalized, 
when  it  comes  near  election  time,  a  little  too  close  for  the  public  good;  bat  even  if 
they  do  get  naturalized,  when  a  strike  occurs  they  will  go  back.  Last  fall  they 
went  home  in  droves,  saying  they  would  come  back  when  the  strike  wos  over. 
They  get  eaougb  money  to  make  them  independent  over  there. 

Q.  From  the  point  of  view  of  making  them  citizens,  they  are  not  as  desirable  as 
those  who  come  from  the  British  IsIm?- A.  I  think  the  Polanders  make  good  citi- 
zens. Some  of  the  young  Polandera  are  very  bright  fellows,  and  some  of  the  other 
nationaditiea  will  doubtless  make  good  citizens. 

Q.  {By  Mr.  Riplev.  )  You  mention  Polanders;  are  they  not  Polish  Jews? — A, 
No;  I  mean  rei;;ular  Polandera 

Q,  (By  Mr.  Phillips.)  Is  there  some  additional  statement  that  yon  would  like 
to  make?— A.  Abont  the  only  statement  I  wish  to  add  in  reference  to  the  anthra- 
cite coal  trade  ia.that  the  prodnctiouis  a  good  deal  in  excess  of  the  market.  That 
is  a  condition  that  has  existed  for  a  good  many  years  past.  We  have  a  capacity  of 
say  60.000,000  tons,  and  a  market  for  45,000,000  tons  now.  That  has  been  one  of 
the  difflcnltiea  in  maintaining  uniform  marliet  conditions. 

(Testimony  closed.) 


Washington,  D.  C,  ApHi  16, 1901. 
TESmOVT  OF  KR.  JOSEPH  S.  HAKRIS, 

Former  preBtdent  Beading  Company. 

The  oommission  met  at  2,50  p.  m.,  Vice-Chainnan  Phillips  presiding.  At  that 
time  Mr.  Joseph  S.  Harris,  former  president  Beading  Company,  appeared  as  a 
witness,  and,  being  dnly  sworn,  testified  as  follows; 

Q.  (ByHr.  BiFLXT.)  Will  yon  state  yonr  f  nil  name,  addnsB,  aii4  occopationl — 
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A.  Josephs.  Harris,  Beading  Terminal,  Philftdelphis.  ABtomyoccnpatdon,  lam 
at  proBeut  not  in  bnBineea. 

u.  Bow  long  were  yon  president  of  the  Reading  Company? — A.  Nearly  8  years. 

Q.  And  what  was  the  natnre  of  your  ocoapation  and  jronr  pToteeaion  before 
that  time?— A.  I  am  an  engineer. 

S.  And  yonr  official  poeition  recently? — A.  I  was  president  of  the  Lehigh  Goal 
Navigation  Company  for  11  years.  I  was  also  receirer  of  the  Central  Bail- 
road  of  New  Jersey  dniing  that  time  and  afterwards  vice-president  of  the  Central 
Railroad  of  New  Jersey, 

Q.  Will  yon  stste  the  relation  at  present  existing  between  the  Reading  Com- 
pany and  Uie  varlone  operating  companies  ttirongb  which  it  acts.— A.  The  Phila- 
delphia and  Readiiw  Coal  and  Iron  Company  owns  a  large  body  of  anthracite 
lands;  the  Philadelphia  and  BAsding  Railway  Company  owns,  Isssea,  and  oontrolB 
a  large  mileage  of  railroad;  tbeKeadlngCranpanyowns  the  stock  of  these  road»— 
the  stock  of  tne  railroad  company,  and  the  stock  of  l^e  Coal  and  Iron  compoOT. 

Q.  The  Reading  Company,  then,  is  a  finance  corporation  primarily?— A.  I  do 
not  know  that  ynn  conld  accnrately  call  it  that. 

Q.  (Interraptin^. )  I  will  ask  the  gnestion  in  another  way.  IstheTolnme  of 
bonds  and  stocks  issned  by  the  Beading  Company  eqnal  in  amount  to  the  aggre- 

ate  bonds  and  stocks  of  the  other  two  companies  yon  have  mentioned? — A.  No. 
_'be  chief  obligation  of  the  Beading  Company  is  the  general  mortgage.  That  is 
secured  by  the  properties  it  holds  m  these  other  companiee.  These  other  com- 
panies have  a  large  volnme  of  obligations  of  their  own. 

3,  Independent  of  the  Beading  Company?— A.  Yes.  Yon  eee  the  Philadelnhia 
Beading  Railway  Companv  is  the  snccessor  of  the  Philadelphia  and  Beading 
Railroad  Company,  which  had  a  large  Tolnme  of  Becnrities  of  rarions  grades. 
The  Coal  and  Iron  company  was  also  a  corporation  that  existed  long  befor*  the 
reorganization  of  1806  and  had  ita  own  obligations.  The  Reading  Company  in  its 
present  form  has  only  existed  ttince  1S66,  and  the  general  mortgage,  which  is  tfae 
chief  necnrity  issued  by  the  Reading  Company,  took  np  the  old  general  mortgage, 
which  was  based  on  the  property  of  the  Railroad  Company,  and  of  the  Coal  and 
Iron  company.  That  is  ii«  chief  obligation,  and  there  was,  as  I  say,  a  large  vol- 
nme of  obligations  of  the  subsidiary  companies.  The  Atlantic  City  Railroad,  the 
Central  BaQroad  of  New  Jer»ey,  and  many  others  of  them,  the  E^ast  Pennsyl- 
a  Railroad,  for  instance,  have  their  own  obligatioi 
,    Is- ' ...,_^._.  ^._,__..^ 

totheai       „ 
composed? — A.  No. 

J.  Is  it  larger  or  smaller?— A.  I  suppose  the  stock  and  bonds  are  each  larger. 
.  Can  yon  give  a  rough  indication  of  the  amount? — A.  No;  becanse  I  have 
ly  no  idea  what  the  volume  of  the  bonds  of  the  subsidiary  companies  is. 

Q.  pan  yon  state  the  relation  between  the  bonds  and  stocks  of  the  Reading  Com- 
pany constituted  in  18M  and  of  the  bonds  and  stocks  of  the  railroad  company 
which  it  Bapereeded,  in  round  numbers?— A.  No;  I  conld  not  tell  you  at  all. 

Q.  Thf-     ■"  ■        ■■  •  .  -     ■     "       

annual  report 

.  (By  Mr.  Fabqohak.)  How  moch  greater  was  the  second  general  mortgage 
he  Reading  Company  than  the  first  general  mortgage  that  was  taken  out? — A. 
I  do  not  really  know;  I  do  not  remember.  I  do  not  remember  how  great  the  gen- 
eral mortgage  before  was.  There  are  many  qneetions  which  the  commission  may 
ask  me  as  to  fignres  which  I  ehfill  not  be  able  to  auBwer,  because  I  am  careful 
about  what  I  say  about  such  matters,  and  do  not  attempt  to  hold  them  in  my 
memory,  always  having  them  to  refer  to  when  in  my  office. 

Q.  (By  Hr.  BiFLsy,)  Are  the  stocks  and  the  bonds  of  the  Philadelphia  and 
Beading  Railroad  Compauy  still  in  existence?— A.  No, 

Q.  Wnat  is  the  approximate  valne  of  the  stock  and  the  bonds  of  the  Beading 
C(^panyV— A.  The  Beading  Company  has  |28,(XHI,000  of  first  preferred  stock, 
$42,000,000  of  second  preferred  stock,  and  170,000,000  of  common  stock. 

Q.  Are  there  not  in  addition  a  certain  amonnt  of  general  mortgage  bonds?— A. 
Tee. 

Q.  Do  yon  recall  the  figures?— A.  That  figure  is  changing;  there  is  at  present 
somewhere  abont  $H3, 000,000.  Under  the  plan  of  reorganization,  additional  gen- 
eral mortgage  bonds  can  be  issued  until  (30.000,000  are  issued,  to  come  out  at  the 
maiimnm  amount  of  $1,500,000  a  year.  My  impression  is  that  when  the  maxi- 
mum amount  is  issued  there  will  be  |l SB ,000, 000,  but  this  includes  a  number  of 
bonds  OB  prior  liens  which  have  not  matured. 

Q.  Adding  up  the  totals  which  you  have  stated,  I  find  the  figure  to  be  approxi- 
mately ^250,000,000  of  stock  and  bonds?- A.  Yes.  i 


Q.  (B 
of  the  R 
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Q.  How  wonld  that  compare  with  the  Tolnme  of  stock  and  bonds  of  the  com- 
paniee  enperseded  bj  the  KeadinK  Company?— A.  I  do  not  really  know  what  the 
stock  ana  bonds  of  those  companieB  amonuted  to. 

Q.  It  was  considerably  in  excess  of  that  figure,  was  it  not? — A.  I  shonld  anp- 
poee  eo,  yea:  I  do  not  remember  what  It  was. 


[h« 


>ny's  reports.  The  bonds  I  should  say  wereabont  $30;OO0,O0U  in  excess,  bat  as  to 
;he  stock  I  do  not  know.  I  came  into  the  Beading  originally  as  one  of  the  reoeiv- 
ers.  and  it  was  placed  in  the  receiver's  hands  before  I  became  president,  so  that 
man^  of  those  details  of  the  old  company  did  not  impress  themselres  on  my  mind 
particnlu'Iy,  aa  I  did  not  make  the  plan  of  the  reorganization. 

Q,  Will  yon  state  thecBUBea  which  ledtothereorganizationoflSM?— A.  Itwas 
the  setting  of  the  Reading  companies  on  their  feet  ugain  after  bankruptcy. 

Q.  What  was  the  cause  of  bwkmptcy? — A.  The;  did  not  have  money  enoagh 
to  pay  their  debts, 

Q,  Can  you  describe  a  little  more  In  detail? — A.  It  seems  to  me  that  is  aotnftlly 
what  the  tronble  was.  They  did  not  have  money  enough  to  pay  their  interest. 
They  went  into  bankruptcy.  They  were  placed  in  the  receiver  s  hands  on  a  suit 
of  one  of  their  creditors, 

Q.  Do  I  nnderstand  yoa  to  say  that  after  the  reorganization  which  followed  the 
volume  of  the  in(lel)teapess,  stock,  and  bonds  was  increased?^A.  Tea. 

Q.  That  wonld  seem  to  reqnire  an  eiplanation? — A.  The  explanation  is  a  very 
simple  one.  You  can  not  put  a  company  into  bankruptcy  because  it  does  not  pay 
dividends  on  the  stock,  but  yon  may  if  it  does  not  pa^  interest  on  its  bonds. 

Q.  The  change,  then,  which  pnnclpaily  tookplace  in  ISW,  was  a  change  in  the 
volume  of  the  company's  charges?— A.  Yes. 

Q.  And  will  you  state  the  object  of  that,  or  what  the  relation  of  the  decrease  of 
the  volume  of  the  company's  charges  was.  and  the  increase  in  the  amonnt  of 
stock.  The  point  I  wonld  like  to  bring  out  before  the  commission  is  this  —what 
the  effect  of  the  reorgnnization  of  1896  was  npon  the  volume  of  securitiee,  and 
what  the  capitalization  upon  it  was.  the  earnings  that  are  now  made  and  were 
made? — A.  1  can  not  answer  thatqnestion  except  vaguely.  Yon  see  yon  are  ask- 
ing me  to  testify  in  regard  to  a  great  many  questions  upon  which  my  testimony 
wonld  not  be  worth  an^7thing  at  all  unless  it  was  accurate.  I  can  only  say  that  tha 
eSect  in  connection  with  that  reorganization  was  to  lessen  the  fixed  charges,  and 
it  did  start  after  the  reorganization  at  less  fixed  charges  than  it  had  before,  bat 
as  to  how  much  less  I  would  be  eiinDly  guessing.  The  fignree  are  not  in  my 
memory  at  all.  I  think  I  should  fairtv  say,  perhaps,  that  my  labors  have  been 
mainly  in  relation  to  the  business  of  the  company,  and  the  nuances  were  token 
care  of  by  the  bankers  who  undertook  the  reorgauization.  If  I  had  planned  the 
reorganization  I  probably  should  have  the  tignres  more  definitely  in  my  mind. 

Q.  CompJaiut  is  made  that  the  rates  for  transportation  of  hard  coal  are  unduly 
hign  as  compared  with  rates  upon  soft  coal  and  other  commodities.  Will  ydta 
state  what  relation,  if  any,  exists  in  practice  between  capitalization  and  the 
rates  charged?  In  other  words,  does  tne  increase  in  the  volume  of  secnrities, 
which,  as  you  have  said,  took  place  in  I  ^96,  neoeasarlly  involve  npon  the  public 
higher  rates  for  the  transpoi-tation  of  the  product?— A.  Directly  there  is  no  con- 
nection. The  rate.s  are  made  on  the  commodities  by  the  freight  agents,  and  the 
main  thing  that  actuates  them  in  making  rates  is  the  rates  of  their  competitors. 

Q.  Are  there  any  competitors  in  the  case  of  the  anthracite  caal-CHnriiig  roads 
at  the  present  time,  or  do  they  in  general  work  in  harmony'^— A  They  are  work- 
ing in  substantial  harmony,  but  not  in  exact  harmony.  For  instance,  in  the  case 
of  the  Pennsylvania  Railroad,  its  relation  to  its  competitors  in  the  anthracite  coal 
business  does  not  diSer,  eo  far  hb  I  know,  from  the  relation  to  its  competitors  in 
the  merchandise  business. 

Q.  Is  that  true  of  other  railroads,  however,  such  as  the  New  York,  Ontario  and 
Weatem?— A.  I  should  say  yea,  with  the  New  York,  Ontario  and  Western.  The 
New  York.  Ontario  and  Western  is  one  of  the  more  lately  formed  roods,  and  never 
has  worked  in  particular  harmony  with  the  other  interests. 

Q.  Will  you  make  a  statement  respecting  the  general  proportions  of  the  total 
output  controlled  by  the  different  roads?  What  is  the  proportion  of  the  Phila- 
delphia and  Reading  Com])any  of  the  total  tonnage;  the  share  of  the  output  tliat 
it  snii^?- A.  It  ships  about  20  par  cent  of  the  total. 

Q.  Do  yon  include  in  that  tne  shipments  over  the  Central  Railroad  of  New 
Jersey?— A.  No. 

Q.  That  is  abont  how  much  more?— A.  That,  I  think,  is  about  12  per  cent. 

Q.  Those  two  roads,  however,  are  now  one  and  the  some  for  all  practical  pur- 
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noHfl,  are  the;  not? — A.  The  Beading  Company  owna  the  majoritf  of  tbestook  of 
ue  Uentrtil  Railroad. 

Q.  TUe  policy  of  that  road,  then,  may  be  dictated  by  the  Philadelphia  andBead- 
ing  Company?— A,  Yes. 

^.  But  wonld  a  small  proportion  of  the  annnal  shipment  be  able  to  disturb  the 
rate  sitnation? — A.  Tee.  Itwonld  distnrb  itln  this  way,  donbtleaa;  ATftrytmall 
pTOpCHlion  might  be  ignored,  but  a  considerable  proportion,  if  it  were  a6ld 
in  fioBton,  for  infltanoe.  at  a  ntnch  lower  race  than  the  other  parties  were  selling, 
would  of  conree  affect  the  prevlons  rate. 

Q.  A  statement  has  been  pntilicly  made  in  the  press  and  also  before  this  com- 
mission that  somewhat  over  00  per  cent  of  the  anthracite  coal  tonnage  shipMd 
is  controlled  practica.ly  by  a  combination  of  Interests,  either  ubsolnte  ownersnlp 
or  community  of  interest,  and  that  a  small  proportion,  perliapa  from  6  to  7  per 
cent,  is  not  so  controlled.  Wonld  that  6  or  7  per  cent  be  able  to  disturb  the  price 
of  coal  or  the  rates  charged?— A.  I  do  not  know  that  the  statement  1«  aconrate. 
The  Pennsylvania  Railroad  certainly,  with  about  13  per  cent,  would  have  to  be 
considered  an  ontsiUn.  I  should  think  the  Delaware  and  Hudson  would,  with 
about  as  much  coal;  New  York,  Ontario  and  Western  with  about  4  per  cent;  the 
Coxe  interests,  with  about  4  percent,  are  not  in  any  way  closely  afOliated  with  the 
others;  Coxe's  is  an  entirely  independent  ownership. 

Q.  Are  yon  aware  of  any  desire  on  the  part  of  the  railroad  companies  to  har- 
memize  their  intereetd  in  this  way? — A.  Undoubtedly. 

lauddisadT! 

s  a  little  too  large.    Be  a  little  n 

Q.  Will  there  be  any  economy  in  operation  incident  npon  such  a  consolidation 
or  harmony  of  interest?  Cancou  be  mined  morecheaplyandputupon  the  market 
more  cheaplj;  at  a  saving  to  the  consumer,  if  this  consolidation  takes  place  or  this 
harmony  of  interest  is  attained?— -A.  I  suppose  so,  yes.  I  suppose,  for  one  thing, 
the  cost  of  marketing  it  might  be  very  mncb  decreaaed. 

Q.  Would  that  follow  nnlesa  common  agencies  for  distribution  at  terminal 
points  were  constituted? — A.  That  wonld  be  one  way  of  doing  it.  The  way  in 
which  an  economy  would  be  made  would  be  by  the  elimination  of  a  great  number 
or  middlemen — men  who  are  interested  as  commission  merchants.  It  would  prob' 
ably  eliminate  the  commission  merchant  to  a  great  extent,  and  put  the  bnsiness  bi 
the  hands  of  direct  agents  of  the  several  companies.  That  would  make  a  notice- 
able economy. 

^  Would  that  not  make  it  necessary  that  those  agents  should  act  as  a  nnlt? — 
A.  Not  necessarily.  They  never  have  so  acted.  They  are  jnst  like  the  freight 
agents  of  the  country.    Their  interest  is  to  act  together,  but  they  don't  do  so. 

Q.  Qreat  difficulty  has  been  experienced  in  the  past,  baa  there  not,  from  cut- 
throat competition  of  one  cool  road  with  another?— A.  Yes;  competition  has  gone 
in  many  oases  beyond  tho  point  where  it  was  wiee  or  to  anybody's  interest — either 
the  interest  of  the  producer  or  the  consumer,  or  the  carrier— as  it  has  in  the  general 
flight  business  of  the  connb'v. 

Q.  Are  there  any  factors,  however,  peotiliar  to  the  anthracite  coal  Industoy 
which  wonld  make  such  a  combination  or  confiolidatlon  of  interests  more  desira- 
ble from  the  point  of  view  of  oporation  than  in  the  case  of  general  railroad  busi- 
ness?—A.  It  does  not  occur  to  me  at  the  moment  how  the  anthracite  business 
differs  tT<aa  any  other  interest  in  that  respect. 

Q.  ( Ek  Mr.  Phillips.  )  Woa  oi 
anthracite  output,  both  as  to  m 
What  do  you  mean  by  control? 

Q.  Such  control  that  there  would  be  no  cut  in  freight  rates. — A.  I  havs  to  ask 
these  qnestions  because  there  is  a  very  great  amount  of  vague  talk  In  the  papers, 
and  we  will  have  to  get  down  to  closer  lines  before  I  can  answer  intelligently,  I 
do  not  really  know  exactly  what  you  have  in  your  mind  about  control. 

Q.  The  anthracits  coal  field  is  limited  in  extent?— A.  Yes. 

Q,  And  there  are  only  certain  railroads  that  run  into  that  field?- A.  Yes. 

Q.  Heretofore  there  has  been  a  very  considerable  cut  in  freight  rates.  Now,  by 
this  harmony  of  interests  have  they  advanced  the  rate?— A.  There  has  not  been  a 
considerable  cut  In  freight  rates  in  any  of  the  recent  years.  Freight  rates  have 
been  very  fairly  maintained. 

Q.  Then  what  relation  do  present  freight  rates  beat  to  the  rates  prior  to  this 
consolidation  of  roads?— A.  Freight  rates  on  the  whole  have  gone  down  in  the  last 
B  or  8  years.    They  are  consideraoly  lower  to-day  than  tbey  vere  6  or  H  years  ago. 

Q.  (BvMr.  RiPLXV.)  Are  yon  speaking  of  the  averBfferates,or  are  you  spik- 
ing of  the  rates  of  hard  ooal  transported  by  the  Beading  Company?--A.  I  am 


600  WDTJSTBIAl    commission: — TBANBPOBTATION. 

simakliiKOf  the  rates  od  bard  coal.  That  Is  vhat  we  are  talking  about,  I  onder- 
Btand.  The  general  rate  on  bard  coal  fnm  tha  mines  to  tide  water  a  few  f  eaia 
ago  for  some  years  was  about  |1.70.    It  la  considerably  lower  now. 

Q.  Can  yon  state  the  specific  fignre  at  the  present  time? — A.  I  sbonld  aay  prob- 
ably $1.80.     It  varies  very  much. 

Q.  (By  Mr.  LiTCHMAN.)  Why  n 
water,  showing  relation  the  freigt 

Q.  (By  Hr.  Aiflxt.)  Will  yon  make  a  statement  respecting  thoee  polnte, 
the  price  of  coal  on  the  properties  of  the  Reading  Company  at  the  mine  month  as 
charged  to  the  railroad  and  at  tide  water  at  the  present  time?— A.  The  Coal  and 
Iron  Compat^  does  not  sell  its  coal  to  the  railroad  company.  It  does  not  pnt  its 
coal  at  the  mine  to  the  railroad  company  at  any  price.  It  delivers  its  coal  to  the 
railroad  company  for  transportation,  and  sells  Uie  cool  Itself  when  it  gets  to  desti- 
nation. 

Q.  Dotheotberrailroadsstandin  the  some  relation  to  the  railroads  which  seire 
them  as  theindividnaloperatorsdo? — A.  In  some  cases,  yes;  andinsomecaBee.no. 
There  are  still  in  the  Reading  territory  operators  who  mine  their  coal  and  pnt  it 
aboard  cars  and  sell  itwhen  it  gets  to  destination  themselres.  They  stand  inrela- 
latioit  to  the  railroad  company  jnst  aa  the  Coal  and  Iron  Company  does.  There 
are  other  operators  who  sell  their  cool  to  the  railroad  company  at  tne  colliery, 

Q,  A  greater  proportion  of  them,  however,  sell  at  collierieB  to  the  railroads,  do 
th^  notT— A.  A  greater  proportion  in  the  other  regions  do;  yes.  I  do  not  really 
know  whether  the  volume  of  coal  that  Is  transported  by  as  for  private  operators 
is  or  is  not  greater  than  that  of  coal  bonght  by  ns  at  the  callierlea  from  private 
operators. 

S.  The  amonnt  prodnced  by  independent  collieries  In  yonr  territory  la  ezceed- 
„  y  small,  is  it  not?^A,  Not  exo«edingly  snutU.    I  shonld  say  perhaps  a  million 

Q.'  Ont  of  a  total  of  how  many?— A.  Ont  of  a  total  of  8,000,000  or  8.000,000  tons. 
Q.  In  other  words,  practically  one-eit;bth  of  yonr  tonnage  shipped  is  prodnced 
by  independent  colJieriee? — A.  I  shonld  eay  so:  perhaps  more, 

8,  Do  I  understand  that  yon  mean  that  the  company  has  no  iniereet  in  those 
ieries.  no  agreements,  no  Unancial  relaiion?~A.  In  some  cases  absolutely  none. 
In  some  cases  they  have  some.  For  instance,  I  have  in  my  mind  a  colliery  in  the 
Hecbsherville  district  which  started  by  leasing  gronnd  from  private  parties.  When 
they  KOt  to  the  boundaries  of  tflat  territory,  they  came  to  the  Coal  and  Iron  Uom- 
pwiy  and  asltedfor  leave  to  rnn  intoour  territory.  They  offered  in  retnm  for  that 
prinlege  that  they  would  let  the  Goal  and  Iron  Company  run  into  their  territory: 
SO  thiuES  became  nnite  mixed  np  there.  The  limits  of  the  mines  and  the  way  in 
which  tney  are  worked  depend  very  largely  on  the  ;;eolr)gical  conditions.  That  they 
shonld  mine  cert^n  coal  on  our  property  and  we  some  on  their  property;  was 
tonnd  to  be  economical  for  the  general  interests,  both  theirs  and  otirs.  That  is  the 
way  they  started  originally.  We  hod  alisolutely  no  interest  whatever,  and  neither 
the  Goal  and  Iron  Company  nor  the  railroad  company  had  any  interest  originally 
in  that  coal  exceot  in  the  transportation  to  the  tide.  As  time  has  gone  on  that 
relationship  has  cnanged  some,  and  the  Coal  and  Iron  Company  has  some  interest 
as  it  gets  a  royalty  on  the  coal  mined  from  its  property. 

Q.  In  the  case  of  the  properties  of  individnnl  operators  in  yonr  territory,  what 
rate  do  yon  charge  per  ton  for  transportation  t;>  tide  water?— A.  There  are  several 
rates;  one  is  the  rate  t"  Philadelphia  tide  and  the  other  rate  to  New  York  tide. 

Q.  Will  you  make  a  statement  in  either  or  both  cases? — A.  I  really  can  not  tell 
what  the  figures  are;  I  do  not  remumher. 

Q.  Are  these  accessible? — A.  Yes;  they  are  pnbliehed  whenever  there  in  a 
change  in  freight  rates. 

Q.  Can  you  state  approximately  what  the  amonnt  is? — A.  Well,  I  shonld  say  to 
New  York  tide  it  is  somewhere  abont  $1.30  a  ton;  to  Philadelphia  tide  it  is  prob- 
ably something  less. 

S.  Do  lunderataad  you  to  say  that  in  the  case  of  ooal  mined  by  the  Philadelphia 
Beading  (^al  and  Iron  O^mpany  that  that  coal  is  transported  by  the  railway 
company  oa  the  property  of  the  coal  company?-— A.  Yea. 

Q.  Do  yon  charge  in  accounting  the  same  rate  npon  coal  which  is  transported 
for  that  coal  company  as  yon  charge  the  individual  operators? — A,  Absolutely. 

Q.  There  is  no  discrimination  whatever?— A.  None  whatever  in  any  way,  shape, 
or  lorm;  absolate^y  the  same. 

Q.  Has  that  been  the  rule  ever  since  the  reorganization  of  the  Reading  Com- 
pany In  18WJ7— A.  Yes;  and  before.    That  baa  always  been  the  rnle.  . 

Q.  Complaint  has  been  made  at  various  times  and  voiced  in  the  Anthracite  Goal 
Operators'  Association  market  letter  that  liiscrimi nation  ngainet  the  individual 
operator  and  In  Cavor  of  the  coal  cnm'  anies  is  made,— A.  That  has  not  been  true 
in  regard  to  the  Coal  and  Iron  Company. 
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Q.  Such  discrimiiutton  does  not  exist  in  yotir  company?— A.  AbeolntelTiiot.  I 
can  not  m&ke  tbat  aeaertion  too  strong  or  too  plain  from  the  beginning.  There  is 
utother  thinjc  that  is  sometimes  charsed.  tbat  the  Keadins  railroad  compaolee  are 
abeolntely  free  from.  It  is  charged  Mat  there  has  been  dtscrimlnatlon  m  the  die- 
tribu  tion  of  cars,  that  one  party  would  get  a  larger  proportion  of  cars  than  another 
one.  In  the  Reading  district  the  method  of  appomonliig  cars  le  this:  There  is  a 
subordinate  officer  of  the  railroad  company  whose  daty  it  is  to  viait  every  colliery 
and  ascertain  its  prodnctive  capacity.  He  finds  that  one  colliery  can  produce  50, 
another  40,  and  still  another  M  cars  daily.  He  goes  to  everybody  shipping  coal 
over  the  Reading  lines  and  ostiniat«fl  the  amonnt  which  each  one  can  prodnce. 
The  snm  of  these  makes  an  aggregate  and  whatever  cars  there  are  to  dlstribnte 
are  distributed  on  tbat  basis.  That  haa  been  done  so  accnrately  and  so  thoronghly 
in  all  past  years  that  yon  can  not  find  anybody,  any  priTate  operator  or  official  in 
the  Reading  division  that  wonld  not  tell  yon  that  has  always  twen  done  equitably. 
So  they  have  no  reason  to  complain,  i  know  something  abont  the  Reading's 
affairs  for  30  years,  and  know  tbat  in  many  respects  the  Reading  Company's 
record  U  above  reproach.    It  is  abeolntely  fair. 

Q.  Do  I  understand  yon  by  Oiat  to  imply  that  if  the  individnal  operator  was  to 
try  to  increase  his  ontpnt  the  railroad  companv  has  no  objection?— A.  The  plan 
works  in  this  way:  Suppose  a  man's  colliery  rating,  as  itia  called,  has  been  50  cars 
a  day.  He  goes  to  thia  colliery  inspector  and  says.  "  I  have  done  bo  and  so:  m^ 
capacity  is  abont  60  cars  a  day."  The  man  goes  and  examines  his  collierlee,  and  if 
he  iinds  ,t  ia  bo  he  is  pnt  down  at  00  cars  a  day. 

^.  And  if  that  operator  desired  to  increase  hie  plant  and  to  doable  his  ontpnt 
he  IB  perfectly  free  to  do  so? — A.  Ahsolntely.  Nobody  has  ever  had  anything  to 
say  to  him  about  that  at  all. 

Q.  Is  the  ReadingCoinpanjrfreeatthepresenttims  in  a  similar  way  to  Increase 
the  ontpnt  as  it  pleases  irreapectlTe  of  the  action  of  other  roads?— A.  Yes.  Let 
me  amplifythat  statement  a  little,  Nocompanyevercritictsesanotherastowhatit 
doesabon  t  its  collieries.  It  oan  hare  fewer  or  more  oollleriea  as  it  pleases.  Nobody 
says  anythiug  to  me  if  I  choose  to  donble  the  ontpnt  of  the  colUray.  Tbat  is 
nobody  s  bnsineaa. 

U.  I  find  in  Bradstreet's  of  189G  a  statement  to  the  effect  that  a  great  deal  of 
difncnlty  in  the  anthracite  coal  trade  haa  been  enconn  tared  by  the  constant  desire  of 
theReidingCom[>any  toincreaseltsallotment.  Are  yon  aware  of  any  sncfa  desire 
on  the  part  of  the  company?— A,  U  ithassnch  adesireil  has  not  ahownany  indica- 
tion of  it.  This  shonld  fairly  be  said:  I  think  it  is  true  that  the  Reading  Com- 
wny  is  the  only  one  of  the  large  companies  that  is  entirely  controlled  about 
Philadelphia  or  has  been  in  the  past.  It  haa  no  special  representation  in  New 
York,  and  on  the  principle  that  the  absent  is  in  the  wrong,  a  great  many  of  the 
evils  of  the  coal  trade  have  been  charged  to  the  Philadelphia  and  Reading  Coal 
and  Iron  Company.  Now,  the  Philndeiphia  and  Reading  Coal  and  Iron  Company 
has  taken  no  mt'ssnres  that  I  know  of  to  jnatify  any  such  ciiticism  as  that  at  ^f; 
tbat  is  another  idle  story. 


Q.  It.  however,  has  raeonrces  nndeveloped  greater  than  those  of  any  other  com- 
pany?— A.  It  ban  greater  resonrcea  than  any  other  company:  yse.  bnt  it  ia  not 
correct  to  say  that  it  alone  bos  nndeveloped  resources.  There  are  a  nomber  of 
the  other  compHnies  that  have  nndeveloped  reaonrces. 

Q.  It  has,  however,  a  proportionately  larger  nndeveloped  amonnt?— A.  Yes. 

U.  Would  or  would  it  not,  then,  be  a  strong  temptation  to  that  company,  espe- 
cially would  It  not  have  been  in  the  past  when  it  has  been  in  financial  straits,  to 
increase  its  ontpnt,  to  lake  a  reduction  of  prices,  perhaps,  in  order  to  gain  a  mar- 
ket? —A.  If  there  haa  been  such  a  temptatfon  it  has  be<-n  virtnons  enongh  to  resist 
it.  The  ontpnt  of  the  Reading  Company  to-day  is  not  proportionately  la  iger  thui 
it  was  :^u  years  ago. 

Q.  What  ia  the  proportion  at  the  present  tlme?~A.  Abont  SO  per  cent. 

Q.  WoB  it  not  larger  10  years  ago  than  to-day? — A.  No:  not  larger  10  years 
ago.  It  was  larger  many  years  ago,  but  10  years  ago  it  was  about  the  same.  It 
has  not  varied  very  much  in  10  or  15  years.  The  proportion  waa  larger  many 
years  ago  because  the  Reading  territory  was  developea  earlier  than  the  others. 
There  was  a  time  when  it  had  half  of  all  the  output,  and  while  it  has  gone  on 
growing  U  has  not  grown  as  fast  as  the  others.  Ton  see,  there  are  several  reasons 
tor  that.  One  of  them  was  that  the  Reading  in  the  old  days  practically  only  had 
accexB  to  ihii  markets  of  the  East,  whereas  the  other  oompanies  had  access  to  the 
mar.ets  ot  New  York  State  and  Western  States.  That  is  not  now  true  aa  to 
Beailing.  bnt  it  was  so  for  a  good  many  years. 

<j.  (liyMr,  FCb:4nbdy.  )  I  want  to  ask  about  what  the  market  takes.  I  under- 
stand it  takes  about  .')0,0(>0,0O0  tons  a  year.— A,  It  never  has  taken  quite  50,000,000. 
I  think  the  largest  ontpnt  was  4G,,'>0().0U0. 

<).  I  read  a  statement  that  it  was  49.000,000  last  year.- A.  There  are  aeveral 
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ways  of  making  that  np.  Probably  the  Btatament  yon  saw  inclnded  the  coal  that 
WHS  barned  at  the  mines.  I  am  quite  enre  that  46,SO0,O0O  was  the  ontpnt  of  1895, 
and  that  waa  for  Bomn  years  the  record  year.  It  may  have  bean  a  little  more  last 
year;  I  do  not  remember;  bnt  it  has  never  inched  60,000,000  shipped  from  the 

Q.  I  want  to  ask  if  the  Reading-  conld  not  if  it  chose  to  work  its  coal  lands  to 
the  fall  estent  supply  the  entire  oatpat  now?— A.  By  no  means.  The  beet  proof 
that  it  conld  not  is  that  we  never  have  shipped,  even  in  October,  when  alt  com- 
panies ship  to  the  limit  of  their  capacity,  mnch  more  than  a  million  t^a  in  a 
ntoiitb.  A  million  tons  a  month  wonld  mean  we  conld  not  ship  over  1G,OUO,000  in 
a  year;  so  yon  see  we  wonld  not  have  more  than  one-SIth  of  the  ontpnt:  that  la 
the  limit  of  our  collieries, 

Q.  I  am  not  speaking  about  colliariea:  I  am  speakinK  of  reserve  coal  lands. — A. 
There  is  no  telling  what  we  could  do  there.  Wo  conld  ship  more  coal  if  we  conld 
go  on  and  develop  the  whole  of  onr  region,  bnt  it  coets  to  develop  a  iirst-claaB 
OOllien  now  anywhere  from  $800,000  to  $TOU,0OO. 

Q.  Don't  yon  recognize  that  yon  have  a  COTtain  percentage  of  the  market  and 
that  you  are  not  to  exceed  that  percentage,  ao  as  not  to  encroach  npon  the  anpply 
that  the  other  roads  may  tai  e  to  the  ntarket?~A,  Yes. 

Q.  iBy  Mr.  F&RQUHAR.)  What  is  the  policy  of  yonr  company  in  respect  to  your 
reaerve  fields?  Is  it  that  instead  of  present  developments  tnere  is  an  advantage  in 
holdinKasagalnsttheiiltimatemarket  or  a  condition  that  may  inenre  better  prices 
for  coal? — A.  I  think  yoa  might  consider  coal  aa  analogona  to  anything  else.  For 
instance,  copper.  Yon  may  have  a  very  large  tract  of  copper  lands.  Yon  might 
be  asked  why  yon  did  not  make  more  ontpnt.  and  you  wonld  aay  that  yon  had  to 
be  governed  somewhat  liy  the  cost  of  developing  and  somewhat  by  the  amount 
yon  could  sell.  If  we  were  to  attempt  to  add  50  per  cent  to  oar  output:  it  would 
take  na,  I  suppose.  H  or  10  years  and  poRsibly  require  the  expenditure  of  $5,000,000 
to  reach  that  point,  and  by  doing  so  we  would  disturb  the  market,  so  that  we 
would  lose  money  on  that  advance.  There  are  a  great  many  conditions,  as  in  all 
lluee  of  busiuess:  ypa  have  to  keep  fitting  yonr  action  to  the  condition  of  your 
bnsioess  in  coal  ss  in  other  lines. 

tj.  la  the  field  for  the  consumption  of  yonr  prodncta  circnmscribed?— A.  Yes; 
circnmscribed  by  the  price.  We  send  some  coal  around  the  Gfeat  Lakes  and  to 
some  distance  beyond  the  Great  Lakes,  because  lake  transportation  is  very  cheap; 
but  I  do  not  know  what  proportion  of  the  whole  output.  The  anthracito  com- 
paniea.  I  imagine,  do  not  sell  more  than  5  per  cent  of  coal  to  the  Great  Lakeeof  the 
country  and  cities  tributary  to  them,  because  it  is  a  fancy  article  there—a  Inzuiy. 

Q.  IE  the  owners  of  the  mines  transported  10  percent  more  in  the  market,  wotJd 
the  price  go  down?— A.  Yes. 

Q.  Wbatia  the  competition  in  respect  to  natural  gas,  electricity,  and  hituminona 
ootu?  Are  you  circnmscribed  by  them  alao?— A.  Yea;  by  natural  gas  largely,  by 
bitnminoue  still  more  largely;  by  electricity  I  shonld  say  not  much,  because  eleo- 
tricity  ie  a  product,  you  might  aay,  of  the  second  order.  Yon  have  to  btUD  co41 
to  produce  electricity. 

O.  Your  proposition  as  to  the  analogous  condition  of  the  mines,  a  coppOT  mlns 
ana  coal,  is  similar  to  conditions  usually  confronted  in  the  West,  tiiat  a  m^in  will 
produce,  say,  3,000,000  year  m  and  year  out  for  a  conttnuons  time,  making  a  divi- 
drnd  of  10,  13,  14,  or  IS  per  cent,  and  the  stockholders  are  satisfied  with   the 

{iro&t.  Would  yon  say  that  in  your  ontput  of  ooal  the  Reading  Is  satisfied  with 
ts  profit,  with  i^  division  of  theoutput? — A.  Yes;  aa  to  the  division  of  the  output, 
that  point  has  been  reached  after  many  years  of  conflict.  We  have  been  fighting 
over  that  question  for  30  years.  It  is  very  curious  that  whether  we  have  been 
working  in  reasonable  harmony  or  abaolntely  out  of  harmony,  the  proportion  we 
take  amounts  to  about  the  same  thing.  It  varies  ve  y  little.  Each  company  has 
certain  natural  advantHges,  The  companies  in  one  of  Ihe  regions  have  a  natural 
advantage  over  the  others  with  respect  to  shipments  to  New  York  Srate,  We,  of 
course,  have  a  natural  advantage  m  Philadelphia.  Nearly  26  yeara  ago  we  got 
to  a  atat^  that  almost  bankrupted  everybody.  The  proportion  each  of  us  took  did 
not  differ  materinliy.  There  waa  about  the  aame  prujiortion  mined  by  each. 
Again  we  find  that  certain  [teople  like  certain  coals.  The  coals  burn  differently, 
and  yon  can  not  change  thia  preference  any  more  than  yon  can  change  the  brand 
of  flour  they  prefer  to  buy.  One  set  of  people  like  one  brand  of  flonr;  another 
set  of  people  another.  It  was  trne  to  a  singnlar  extent,  that  whether  we  were 
fighting  or  were  not  fighting,  each  company  had  pretty  nearly  the  aame  propor- 
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Q.  So  that  allotment  of  tb«  different  roftds,  so  called,  remained  pretty  nearljr 
constant,  whether  the  price  is  high  or  low?— A.  The  atnonnt  of  coal  that  the  eev- 
«Tal  companies  transport  amonnts  to  aboat  the  same  whether  the  rates  are  hieher 
orlower.  You  will  find  that  to  be  true  by  looking  back  orer  the  statistics.  Ido 
not  believe  any  company  went  at  any  time  3  per  cent  away  from  the  amontit  that 
was  ordinarily  shipped. 

Q.  New  companies  are.  however,  coming  into  the  field  all  the  time,  are  they  not; 
referring,  for  instance,  to  the  New  York,  Ontario  and  Western'; — A.  Yee:  bnt  the 
New  York.  Octario  and  Wt-storn  has  simply  taken  the  ontpnt  of  some  one  else; 
it  has  not  developed  any  new  coal,  to  speak  of.  Tbia  is  what  baa  happened,  Poa- 
eibly  the  Deiawure,  Lackawanna  and  WttBtern,  and  eome  other  railroads,  formerly 
mined  some  coal  which  the  New  York,  Ontario  and  Western  has  now  taken. 
They  have  openeil  no  new  fields;  they  simply  bought  collieries  that  had  been 
shipping  on  some  other  toad, 

Q.  Was  there  not  some  apprehensloa  that  the  constmction  of  an  ind^endent 
line  to  tide  water  within  the  last  year — I  refer  to  the  Ene  and  Wyoming  Valley- 
would  disturb  rates  and  prices? — A.  Yes, 

Q.  The  amount  it  conld  have  shipued  wonld  have  been  proportionately  xmall, 
wonld  it  not?— A.  I  suppose  it  could  posslblj  have  seonred  T  per  cent,  or  some- 
thing of  that  sort—some  three  million  tons, 

Q.  (By  Mr.  Ki!;nnei>y.)  If  yonr  company  were  to  operate  upon  the  old  linea  of 
competition  to  get  out  as  mnch  as  you  can,  and  get  as  much  of  the  market  as  jon 
can,  the  price  of  coal  would  be  cheaper  to  the  consnmer,  wonld  it  not?— A.  Prob- 

Q.  (By  Mr.  Ripley. ]  Is  not  the  price  somewhat  above  the  average  this  yew — 
considerably  above  the  average?— A.  Somewhat  above  the  average  of  prices  for 
the  preceiling  year. 

Q.  What  is  the  price  at  the  present  time  of,  let  us  say,  any  of  the  standard  pre- 

?ired  sizes  of  yonr  coal? — A,  I  can  not  tell  yon.    I  thmk  It  is  14  a  ton  In  New 
ork. 

Q.  Is  not  that  about  SO  centa  a  ton  higher  than  It  was  last  year?— A.  No;  1  think 
it  Is  the  same  price. 

Q.  Is  it  notlilgber  than  It  was  previous  to  the  strike  last  fall?— A.  I  think  not; 
I  think  it  is  the  same  price  that  it  was  this  time  last  year.  It  Is  50  cents  lower 
than  it  was  a  month  ago. 

Q.  Is  that  not,  however,  the  usual  reduction  atthieseasonof  therear? — A.  Tes. 

Q.  The  fair  comparison  would  be,  tbea,  April  of  Uils  year  witn  April  a  year 
ago? — A.  I  think  the  price  is  the  same. 

Q.  It  has  been  testiGedbefore  this  commission  that  the  price  is  appreciably 
higher.  Of  course  that  Is  a  matter  of  public  knowledge? — A.  Abaolntely;  yea.  I 
think  the  price  is  the  same  as  It  was  this  time  last  year.  I  think  the  price  is  the 
same  aa  it  was  alter  the  drop  made  in  the  spring. 

Q.  The  point  I  wonld  like  to  bring  out  is  this:  Wonld  an  increase  in  tbe  price, 
supposing  that  it  took  place  to  the  amount  of  50  ceata  a  too.  correspondingly 
increase  tbe  net  receipts  of  tbe  company?  That  is  to  say,  is  it  financially  to  the 
advantage  of  these  companies  acting  in  harmony  ta  put  the  prices  up? — A.  I 
ahonldaay  not.  and  I  should  say  that  that  Is  very  generally  nnderstood  by  the 
companies.  If  theauthraclte  producers  controlled  the  ooal  market  of  this  country 
it  would  undoubtedly  be  to  their  advantage  to  have  prices  advanced,  hot  it  is 
bituminous  coal  that  controls  the  coal  market  of  the  country,  and  we  know  per- 
fectly well  that  by  putting  the  price  up  we  should  limit  the  market.  I  do  not 
understand  there  is  any  disposition  to  put  the  prioe  above  what  it  was  during 
last  winter. 

mber  of  timea  in  April  in  past  years? — 

Q.  In  your  judnnent  would  an  Increase  of  price  above  tbe  present  Ggure,  how- 
ever, operate  disadvantageonsly  to  the  companies?— A.  Yes;  and  that  fa  the  gen- 
eral judgment  of  the  companies,  I  understand.  They  do  not  think  it  wonld  be 
wise  to  put  the  prices  higher. 

Q.  (By  Mr.  Piiu.i.iPS.)  Still  yon  admit  if  there  were  free  competition  and  no 
combine,  prices  wonld  be  lower?- A.  Prices  wonld  be  lower,  and  we  wonld  allbein 
bankruptcy  probably. 

Q.  (By  Mr.  Riplbt.)  Is  the  prioe  made  by  joint  action  of  all  the  railroad  com- 
panies?-A.  No. 

S.  Who  makes  the  price  of  coal  to-day?— A.  It  is  made  by  tbe  general  supply; 
by  conference  among  the  selling  agents  of  the  coal  companies. 

Q.  It  has  been  testified  by  at  least  two  witnesses  In  the  coal  industry  that  a 
drcnlar  letter  is  sent  around  each  year  by  the  Reading  Company  stating  tbe  price 
whlflh  it  will  make  for  that  seaBon,  and  that  that  price  is  acquiesoed  In  by  tbe  other 
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companiM?— A.  The  Reading  Compaiir  does  isme  and  always  has  Iwned  a  circtilar 
of  prioM  at  which  it  sella  cmI.  Whether  that  [nice  is  acqalesced  in  or  not  by 
others  is  a  matter  entirely  for  the  companlee  themselves  to  say.  Sometimes  it  is 
and  Bometiiiies  it  is  not. 

S,  Do  yon  mean  to  say  that  if  it  were  not  acquiesced  in,  that  if  other  companiee 
at  10  or  15  cents  below  the  fl^nu^  that  yon  fii  in  yonr  ciroalar  prices,  yon 
wonld  still  adhere  to  yonr  priceti?— A.  That  would  be  a  matter  for  the  exercise  of 
judgment.  In  many  cases  we  enjoy  this  difference  becanse  some  of  oar  coals  sell 
more  readily  and  in  some  places  we  liaTe  an  advantaKe.  I  do  not  snppose  thsre 
has  ever  been  a  year  that  we  did  not  for  a  considerable  time  vary  from  th»  prices. 
Some  companies'  coal  is  not  as  readily  salable. 

Q.  (By  Mr.  Litchman.)  Is  that  mora  tme  at  competing  points?— A.  Yes;  we 
have  OTuaelves  coals  that  sell  at  75  cents  or  $1  more  than  other  of  onr  coals,  as 
yon  can  see  on  any  of  onr  circulars. 

Q.  (By  Hr.  Kennedy.)  a  president  of  one  of  the  large  ooal  roads  testified  that 
as  a  rnie  hie  company  follows  the  prices  fixed  in  this  circular  of  yours.  I  would 
like  to  ask  if  it  is  not  yonr  understanding,  as  well  as  that  of  others,  before  yon 
send  the  circnlar  out,  that  they  shall  follow  the  prices  yon  make?~A.  No.  If  he 
testified  he  did  it  I  have  nodonbt  it  istme.  We  make  onr  price  and  send  out  the 
circnlar,  bat  they  frequently  do  not  follow  the  price. 

S,  As  a  rule  do  they  not  follow  it? — A.  They  frequently  do,  but  it  is  a  matter 
rely  of  their  own  Tolition.  We  do  not  do  anytUng  to  moke  them  do  eo.  We 
fix  a  price  at  which  we  think  we  can  sell  onr  coal.  Now,  last  year  there  were 
aeveral  cases  where  people  did  not  follow  onr  prices.  They  were  not  satisfied  that 
that  was  the  right  price,  and  they  did  not  do  what  we  did. 

Q.  (By  Hr.  Riplet.)  Has  there  been  any  absorption  of  any  ladividual  coal 
meratorx  in  the  territory  served  by  yonr  company  daring  the  last  year  or  two? 
Have  pnrchases  of  collieries  t)een  made?^A.  No. 

Q,  The  map  upon  the  wall,  showing  b^  colors  the  location  of  the  different  coal 
properties,  was  prepared  by  Mr.  Griffiths  from  plans  published  in  the  Bond 
Record.  Does  it  represent  the  sitnation  at  the  present  time?  In  other  words, 
have  any  considerable  changes  taken  place  since  1895  end  16K6  as  to  the  ownership 
of  coal  properties?— A.  Not  in  onr  region;  no.  We  have  bought  little  pieces  of 
coal  land,  50  to  100,  300  acres— little  pieces  ontlying  here  and  there— bnt  I  do  not 
think  there  has  been  a  single  large  purchase  of  coal  land  made  in  the  last  8  years 
by  the  Beading  Company. 

Q.  (By  Hr.  Kennedy.)  Mr.  McLeod  had  bought  about  all  there  was  insight 
np  to  that  time? — A.  Hr.  HcLeod  did  not  purchase  any  coal  lands.  They  were 
all  bought  by  Mr.  Gowen. 

Q.  Mr.  Gowen,  In-— - 

~     "'     BlPLRY 

No,  I  think  not. 

Q.  Yon  think  not? — A.  I  think  not.  I  do  not  recall  any  pnrchases  made  by  Mr. 
HcLeod. 

Q.  (By  Hr.  Iiitchman.)  The  claim  has  been  made  that  the  bwikruptCT  of  the 
Reading  Railroad  was  due  to  the  fact  that  it  bad  bought  out  a  lot  of  coal  lands  in 
anticipation  of  future  needs,  and  therefore  loaded  itself  down  beyond  its  capacity 
to  carry.  Have  yon  anything  to  say  on  that  point?— A.  Yes;  I  should  say  that 
was  a  fair  statement.  Those  purchases  were  made  mostly  from  1870  to  1873, 1 
should  say,  by  Mr.  Gowen,  and  1  think  Mr.  Gowen  did  posh  that  policy  too  far. 

Q.  Was  it  the  policy  of  the  road  to  charge  a  certain  portion  of  expense  to  those 
parchases  to  meet  the  cost  of  carriage?— A.  I  do  not  quite  understand  yonr 
question. 

Q.  It  is  charged  that  a  certain  portion  of  the  expense  of  the  road  is  due  to  the 
cost  of  investment  In  these  unproductive  lands  bought  in  anticipation  of  future 
needs.    Is  there  any  such  thing  as  that? — A,  No;  there  is  not. 

6.  (By  Mr.  Riplet.)  Whatpaystheinterest?— A.  On  the  coal  and  iron  company? 

Q.  No;  on  the  new  lands?^A.  There  are  no  interest  charges  specifically  based 
on  the  new  lands. 

Q.  As  I  understand  Mr.  Litchman's  question,  it  is  whether  the  expenditures  for 
Interest  and  for  taxes,  etc.,  are  not  a  charge  upon  present  earnings,  and  whether 
they  do  not  help  to  fix  the  price  of  coal  higher  than  it  would  otherwise  be?— A.  I 
thmk  not.  I  am  not  sure  that  I  yet  qnite  understand  your  question.  What  the  cool 
and  iron  company  does  ia  this:  It  mines  its  coal,  puts  it  on  curs,  sells  it  when  it 
gets  to  its  destination,  pays  the  railroad  company  the  same  rate  that  anybody  else 
pays  for  carrying  it.  and  out  of  its  net  earnings  arising  therefrom  it  pays  its  cost 
of  mining  and  its  interest.  There  is  no  mixing  up  of  the  finances  of  the  two 
companies. 

Q>  But  is  not  the  expenditure  made  for  those  coal  lands  still  an  impcntant  fao- 
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tor  in  the  total  value  of  atooks  and  bonda  ont7— A.  I  Uiiuk  I  can  pnt  that  qnea- 
tion  poetdbly  ft  little  more  plainly.  If  yon  ask  me  11  the  Beading  Coal  and  Iron 
Company  had  not  ezpemled  any  money  for  coal  lands  whether  it  wonld  have  leas 
interest  chargee.  I  Bhonld  m^,  certainly. 

Q.  (ByHr.LiTCHMAN.)  Well,  then.  Is  it  not  trne  that  an  Interest  charge  is  paid 
for  this  land  that  waa  bonght  in  anticipation  of  futnre  nee?  Is  it  not  trne  that 
that  is  a  charge  apon  the  RendlnR  company  at  the  preaent  time?— A;  tJndonbtedly ; 
the  interest  on  the  parchasee  is  still  a  charge. 

Q.   And  the  taxes  on  this  land  that  is  held  also  are  a  charge?— A.  Undonbtedly. 

Q.  Then  if  that  cfatfrge  were  eliminated  It  wonld  enable  the  Beadins.  on  the 
same  earning  capacity,  topayahlgher  rateof  dmdendon  thestockT^A.  And  simi- 
larly if  it  had  not  bnilt  its  railroada,  the  railroads  nonld  not  have  cost  anTtblng 
aod  the  company  wonld  have  paid  more  on  its  stock.    All  railroads  are  built  in 


anUcipatioii  of  nse.  and  to  develop  bosineaa. 

Q,  Is  that  a  fair  comparison  with  the  purchase  of  the  lands? — A.  1  sbonld  aay 
that  tbepurcfaaaesof  the  land.^  went  further  ahead  of  present  needs  than  Uie  bnild- 


.  ,  iudividaal  jndg- 

B  best  for  the  interests  of 
lore  coal  lands  than  were 
necessary.    I  think,  myself,  that  he  did. 

Q.  Understand  that  these  qnestiona  are  not  askedlDcrlticiam,  hat  they  are  made 
becansewe  thoa^bt  yon  were  in  a  position  to  give  us  information  ez  cathedra, — A. 
Jtcannot  be  denied,  of  conrae;  it  is  a  perfectly  patent  thin^;  that  if  fewer  tMol  lands 
had  been  bonght.  or  if  they  had  been  bonght  for  a  less  price,  there  wonld  to-day 
be  a  smaller  interest  charge.  There  is  no  qneeCion  about  that.  Similarly  the 
Beading  company  and  every  other  company  that  1  know  of  made  mlstakea  in 
hnllding  railroads.  They  bnitt  railroads  in  some  places  which  did  n  >t  turn  ont 
to  be  the  beet  plaoee,  and  which  yon  wonld  call  more  expensive  than  they  might 
have  been. 

Q.  f  By  Hr.  Phillips.)  Is  that  charge,  then,  taken  from  the  stockholders  for 
carrying  this  debt? — A.  Yes;  nnqneetionably.  That  is,  there  is  a  certain  amount 
of  net  earnings  of  the  railroad  company  and  the  coal  and  iron  company,  and  these 
Interest  charges  necessarili^  come  out  of  that  amount.  There  is  therefore  leas  to 
pay  the  stockholders  than  if  that  snm  did  not  come  out. 

Q.  (ByHr.  Riplev.)  The  significance  of  this  clrcnmatance  wonld  be  less,  per- 
haps, if  it  were  not  for  the  fact  that  the  charge  Is  made  by  the  coal  comnwiies 
that  do  not  carry  as  large  a  reserve  sopply  as  does  this  one  company? — A.  There 
is  nothing  in  that,  absolntely  nothing. 

Q.  (By  Mr.  LiTCHMAN.)  The  significance  is  also  greater  when  the  claim  iantade  . 
that  tha  bankruptcy  of  the  Keading  Railroadwascaused  by  these  lands? — A.  That 
is  nnqnesdonably  so. 

Q.  (By  Mr.  Fhilups. )  Was  the  receivership  caused  by  oompetltioh?— A.  The 
two  things  came  in.  If  there  had  not  been  so  mnch  competition  tliere  wonld  have 
been  moreoamii^  and  they  might  have  beenable  to  carry  theseloads.  Of  course. 
If  yon  have  halt  a  dozen  merchants  doing  business  in  town,  the  man  who  has 
loaded  himself  up  with  nnniae  investment^  is  probably  the  one  that  will  first  go 
to  ruin  in  time  of  competition.  That  comes  in  every  bnsineaa.  The  man  who 
*" o  debts  will  last  longer  if  his  basineaa  ia  conducted  wisely. 


Q.  (By  Mr.  RiPLEY.)  Have  yon  an  eatimate  of  the  amount  of  lands  that  are 
owned  by  the  Reading  company,  and  how  long  the  enpply  from  those  lands  will 
last? — A.  Yee;  I  have  estimated  it.  I  do  not  remember  what  it  ia.  It  has  been 
pnblished  several  times,  bat  I  do  not  recollect  what  the  figures  are. 

Q,  (ByMr.KENNBDY.)  Twohnndredyears?^A.  No;  I  should  say  nob  Idonot 
think  the  lands  wonld  hr>ld  ont.  1  do  not  think  at  the  present  rate  of  production 
there  will  be  very  much  left  of  the  lands  in  a  hundred  years,  and  I  think  the  out- 

Snt  of  ontliracite  baa  nearly  reached  lis  mazimnm.  (Witness  refers  to  map.)  I 
Dubt  whether  it  ever  reaches  6U,ODO,000  tons  a  year,  and  the  reason  for  that  opin- 
ion is  that  about  half  the  land  in  all  this  territorv  from  Pittslon  east  has  reached 
its  limit  of  prodnctian,  and  I  doubt  wliether  it  will  ever  prodnce  more  coal  in  any 
year  than  it  does  now. 

Q.  (By  Hr.  LiTCHHAN.)  Is  any  exploration  being  mode  to  ascertain  whether 
there  iscoal  deeper  than  the  ooal  that  is  being  developed  now? — A.  Yes:  the  mines 
have  been  very  thoroughly  explored  there.  A  good  many  of  these  properties  are 
now  working  oat—you  will  see  in  thatTei>ort  of  Hr.  Qriifitns.  Hr.  Gnfflthsstates, 
in  regard  to  some  of  the  companies  there,  that  they  only  have  a  few  years'  coal  left 

Wr.  Ripley.  Nino  years  in  one  case. 

The  Witness.  There  is  a  very  great  amonnt  of  coal  in  this  part  of  the  r^on 
(hidicaUng  the  western  put) . 

Ur.  I4TCBMAH.  In  the  western  part  of  the  field. 
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The  Witness.  And  the  reason  of  that  is  becanee  it  is  deeper  there.  Here  (indi- 
cating the  eoatern  part)  anybody  u>ald  develop  coal  cheaply.  Here  (indicating 
another  point  on  the  map)  in  aome  cases  ihej-  have  to  go  down  S.OUO  or  more  fe«t. 

Mr.  Ripley,  In  apealcing  of  the  conditions  will  yon  not  kindly  name  tb«  sec- 
tions by  towns  or  districts':' 

The  Witness.  The  district  which  will  soonest  beexhansted  is  ttteeastern  end  of 
the  Wyoming  coal  field,  which  is  sometimes  called  the  Lackawanna  coal  field. 
The  western  end  of  the  Wyoming  coal  field  will  last  mnch  longer.  The  (ponp  of 
small  basins  known  as  the  LehiKh  region  has  passed  its  tnaximnm  production,  and 
will  not  prodnce  nearly  as  much  as  the  other  fields.  I  donbt  whether  the  Hahknoy 
and  Shsmokin  region  will  ever  prodnce  more  than  it  is  producing  now.  There 
are  lands  in  the  western  end  of  the  region  which  are  not  fnlly  developed,  and 
there  are  lands  in  the  eastern  end  of  it  which  are  very  nearly  exhausted  Some 
of  onr  Reading  callaries  are  eKhansted,  and  some  are  approaching  ezhaOKtion, 
The  Schnylkill  rwion  Is  the  great  reserve  of  coal.  More  than  half  of  the  coal  in 
Pennsylvania  is  there. 

Q.  (By  Mr.  Phiixifs.)  You  speak  of  mines  being  exhaosted.  Is  that  demon- 
strated by  following  the  veins  down  to  the  bottom  for  the  coal? — A.  Tes. 

Q.  Where  it  does  not  exist?— A.  Yes. 

Q.  What  is  abont  the  depth  of  the  anthracite  vein  from  the  top?— A.  That 
diners  very  greatly.  In  some  cases  yon  will  entvr  the  anthracite  at  the  surface  of 
the  gronnd.  In  some  cases  the  basins  nrlll  not  be  more  than  100  or  200  feet  deep; 
but  ubont  Pottsvllle.  in  the  Schnylkill  region,  the  bottom  of  the  basin  ia  supposed 
to  be  abont  R, 000  feet  deep.  It  is  sometimes  charged,  I  think,  that  the  Reading 
has  not  developed  this  region  because  it  has  been  holding  it  back.  The  realreasMi 
is  that  this  coal  is  deeper  and  it  ie  more  costly  to  mine,  and  therefore  it  could  only 
be  developed  at  a  certsin  rate  in  comiJarison  with  the  coals  that  were  farther  to 
the  north — in  the  Wyoming  region,  for  instance.  In  the  Wyoming  region  the  coal  is 
verv  much  less  disturbed  in  its  stratification  and  very  much  less  interstreaked 
with  slate.  i5o  marked  is  the  difference  In  this  respect  thai  in  some  parts  of  the 
Ek>hnylkill  region  iC  costs  nearly  as  mnch  to  prepare  the  coal  after  yon  get  it  to 
the  breaker  as  it  does  to  get  the  Wyoming  coal  out  and  preiiare  it  In  the  prop- 
erty of  the  Lehigh  Coal  and  Navigation  Company  there  is  coal  which  is  called 
Lehigh  coal,  notwithstanding  it  is  in  the  eastern  end  of  the  Schnylkill  region. 
That  brings  in  another  matter:  In  that  region  the  coal  is  hard  at  the  extreme 
eastern  end,  and  it  grows  softer  and  softer  as  it  goes  toward  theweatem  end,  until 
yoa  get  the  Lykens  Valley  coal.  At  the  extreme  westt^rn  end  we  reach  a  spot 
whicu  belongs  to  the  Pennsylvania  Railroad,  And  in  some  of  onr  own  collieries 
at  the  eastern  end  it  is  eztremelv  hanl.  But  in  the  Lehigh  Coal  and  Navigation 
Company's  mines  I  estimated,  when  I  was  in  charge  of  them,  that  we  had  to  raise 
to  the  surface  about  three  tons  of  t-oal  and  about  ten  tons  of  water  from  an  avcaage 
depth  of  60U  feet,  for  every  ton  of  coal  we  sent  to  market.  I  have  seen  a  whole 
train  load  of  mining  car8  come  out  of  the  Lehigh  Coal  and  Navigation  Company's 
mine,  and  you  could  stand  and  look  into  the  ears  and  yon  wonld  say  there  was 
nothing  there  but  slate  and  dirty  water.  Nothing  else  was  to  be  seen.  It  la 
because,  for  these  reasons,  coal  ia  so  much  more  costly  to  prepare  in  the  Schuylkill 
region,  that  the  development  of  that  region  has  been  retardedandtheotber  regions 
have  been  gone  into  in  advance  of  it,  These  drawbacks  have  had  a  disastroas 
effect  iiponsomu  individuals.  Since  I  have  known  the  Schuylkill  region  there  have 
been  three  sets  of  people,  one  from  New  York  and  one  from  Boston  and  one  tron) 
Scrantou,  that  have  come  into  the  Schuylkillregion  tobuy  upcoallandsand  make 
fortunes  there,  their  theory  being  that  the  reason  people  could  not  make  money 
mining  in  the  Schuylkill  region  was  because  thev  were  too  dumb.  But  they  have 
^1  gone  home  without  their  money.  It  is  an  entirely  different  proposition  mining 
coal  down  there  from  what  mining  it  in  the  Lehigh  ie.  And  it  is  proper  to  say 
that  that  is  why  the  Reading  company's  task  has  been  harder  than  that  of  some 
other  companies.  The  oheap  mining  in  the  Wyoming  region  and  by  the  Lehigh 
oompany  has  been  mostly  done,  and  that  is  the  reason  why  the  Reading  company 
can  nolo  its  own  better  than  it  could  formerly, 

Q,  (By  Mr.  Ripley.)  In  other  words,  the  outlook  is  for  a  slightly  increased 
cost  in  comparison  with  formerly?— A.  Abeolutely.  I  shonid  say  that  coal  costs, 
perhaps,  from  75  centsto  a  dollar  more  to  mine  to  day  than  it  did  30  or  30  yeara  ago. 

(j,  (By  Mr,  Litchmak,)  Before  we  pass  from  the  element  of  cost,  let  me  ask 
how  mui'h  increase  has  there  been  in  the  cost  of  the  labor  of  mining  coal? — A.  The 
cost  of  tabor  has  varied  very  mnch  at  different  times.  Immediately  after  the  civil 
war  the  coat  of  labor  was  very  high.  Twenty  years  ago  the  coat  of  labor  (vas 
much  lower  than  it  is  now.  I  mean  to  say  the  wages  that  were  paid  varied  very 
greatly.  I  should  say  there  had  been  a  considerable  increase  In  tae  cost  of  labor, 
and  that  partly  for  the  reason  that  SU  years  ago  only  the  finest  veins  and  the  most 
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easily  operated  were  mined.  Now.  a  mined  vein  in  some  caeee  ia  not  mors  than 
3J  feet  thick.  Tbere  is  a  great  deal  more  t^oet  of  labor  in  those  thin  veins  than 
there  is  in  tht)  wide  veins.  For  inRtance.  in  the  Lehig-b  Coal  and  Navigation 
Company's  mines  Rometimee  we  would  patashot  intoa  mass  ot  coal,  and  men  would 
load  out  of  that  place  for  a  couple  of  days  without  ever  putting  in  any  more  pow- 
der, for  that  company  has  tba  tniolteet  of  all  coal  deposits.  In  the  thJn  veins  yon 
have  to  be  nsing  powder  all  the  time.  The  cream  oi  the  coal,  as  a  ^neral  thing, 
baa  heen  mined. 

(j.  (By  Mr.  Kbnnedt.)  Yoa  sbt  these  conditiona  that  you  describe  meant  that 
there  would  be  a  gradual  increase  in  the  price  ot  coal.  Other  gentlemen  who  have 
teetiAed  on  this  sdbject  say  that  in  view  of  the  possible  competition  from  bitumin- 
ous coal  they  think  that  the  price  is  now  about  as  high  aa  they  can  afford  to  pnt 
it?— 'A.  Yee;  so  do  I,  aa  a  mla 

Q.  Then,  there  will  not  be  this  gradual  Increase? — A.  We  are  apeaking  of  two 
p«noda  of  time.  One  is  the  Immeaiate  future  and  the  other  ia  the  distant  future. 
There  will  ueceaaarily  be  an  increase  ia  20  or  DO  years  in  the  price  of  anthracite, 
or  it  can  not  be  mined.     Sometime  ago— 30  years  ago.  yon  could  open  a  colliery, 

erhaps,  for  $100,000.  To-day  some  collieries  will  cost  SI, 000.000  before  they  get 
a  poaition  where  the  coal  can  be  profitably  worked.  Instead  of  going  down  2Wi 
or  HOO  feet,  yon  have  to  go  1,.')00  feet  Yon  have  to  put  in  an  enormous  pumping 
apparatus.  Yon  immensely  increase  the  cost  of  maintaining  yonr  mine  because 
of  this  enormous  euperincnmbent  weight  which,  when  you  take  the  coal  out,  ia 
alwaya  tending  to  crush  in. 

Q.  (By  Mr.  Phillips. )  la  there  not  still  alarge  amount  that  can  be  reached 
very  readily  from  the  surface? — A.  No;  the  lurtace  mining  has  very  largely  been 
done.  There  ia  a  small  proportion  relatively  that  remains.  But  the  greater  pro- 
portion of  coal  that  can  be  readily  reached  from  the  surface  has  been  taken. 

<j.  (By  Mr.  LtTCHHAN.)  As  an  engineer,  do  you  consider  it  advisable  to  tunnel 
from  a  low  level  to  reach  the  veina  in  mining?—A.  That  has  been  done  in  some 
Instances.  For  instance,  there  la  a  conaiderable  part  in  onr  Schuylkill  re^ou 
where  the  coal  is  below  the  level  of  the  was.  Tunneling  is  possible  to  a  limited 
extent,  bat  ae  a  rule  It  is  not.  About  PottsviUe  the  deepeet  part  of  the  basin  la 
4.0U0  feet  below  the  level  of  the  sea.  Did  1  make  myself  clear  in  reply  to  Mr. 
Kennedy's  qnestion?  We  were  speaking  of  two  thin^.  In  the  immediate  future, 
tbe  price  of  anthracite  la  not  likely  to  increase  materially,  bat  it  ia  unquestioucibly 
true— I  am  willing  to  bea  prophet  to  that  ex  tent~it  iannqnestionabty  true  that  the 
cost  of  coal,  or  the  price  at  which  coal  is  sold,  ia  going  to  be  increased  in  the 
distant  future;  or  theanthracitecoal  mining  has  got  to  stop.  Idonot  know  of  any- 
thing tliat  is  likely  to  work  the  other  way.  I  do  not  know  of  anything  that  la 
likely  to  cheapen  it.  There  may  bo  something  found  or  better  methods  of  mining, 
of  course.  We  are  working  at  that  problem  all  the  time.  It  is  the  same  proposi- 
tion afl  in  England.    Yon  niow  they  will  never  have  any  cheap  cool  there  again. 

<^.  (By  Mr.  Ripley.)  Yon  were  president  of  tbe  Philadelphia  and  Reading 
Railroad  at  the  time  of  the  purchase  of  the  Central  Railroad  of  New  Jersey 
recent^?~A.  Yea. 

(^.  Will  yon  make  any  statement  about  the  terms  of  the  purchase  so  far  as  oper- 
ation and  financea  are  concerned? — A.  It  has  no  bearing  on  the  operation  at  all. 
It  was  simply  a  purchase  of  tbe  maioiity  of  the  stock. 

Q.  ThestatementhoB  been  mode  in  oneof  theNew  Yorkpaperethatthispurcham 
may  conduce  to  economy  of  operations,  in  that  the  Central  Railroad  of  New  Jer- 
sey may  carry  a  good  deal  o(  Uie  tonnage  more  directly  to  tide  water  than  it  could 
otherwise  go  over  the  Philadelphia  and  Reading  road.  Is  that  true'/— A.  The  New 
Jersey  Central  and  the  Reading  do  naturally  constitate  one  system.  All  business 
of  the  Reading  that  comes  from  tbe  South  or  Southwest  goes  to  New  York  morketa 
over  the  New  Jersey  Central  about  30  miles.  We  get  a  good  deal  of  iiituminona 
coal  at  Shippenebnrg.  coming  In  from  tbe  Baltimore  and  Ohio  fields  lying  down 
in  the  mountains  of  West  Virginia.  Now,  that  very  largely  goes  over  the  Read- 
ing road  to  AUentown,  and  from  there  iH)  miles  over  the  New  Jersey  i  'eutral  Rail- 
road to  New  York.  ThebuBinessthatcomesfromtheNorthwest— from  Buffalo,  for 
instance— comes  to  aconslderable  extent  down  over  several  of  the  systems  of  roads 
to  Scranton.  where  the  New  Jersey  Central  rosd  commences,  and  then  down  to 
Bethlehem  over  the  New  Jersey  Central  road,  and  from  there  to  Pbilaiielphia.  So 
yon  will  observe  that  the  two  systems  supplement  each  other.  Tbe  boeineas  is 
gathered  at  Philadelphia,  whether  from  tbe  ocean  or  otherwise,  and  this  hnsineas 
and  the  prodncta  of  the  manufactories  of  Philadelphia  going  to  the  Northwest  go 
over  our  road  to  Bethlehem,  and  then  over  the  New  Jersey  Central  to  Scranton. 
In  many  directions,  indeed,  the  two  roads  are  aupplementary.  For  thirty  years 
our  buslnesa  baa  gone  over  the  New  Jersey  CentriU  lines  io  that  way. 

Q.  The  statement  ia  made  publicly  that  the  next  step  propoaed  in  an  alleged 
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coiisolidatlon  of  theM  roads  will  be  the  absorptlffli  of  tlie  Lehigh  V&lley.—A.  I 
have  no  reaeon  to  think  that  ie  tnte.  So  lar  as  t  Jmow,  it  is  not  contemplated  at 
alL  That  is  simply  a  newspaper  a:DesB.  Of  course,  anything  is  possible  in  mat- 
ters of  that  kind,  bat  it  is  not  at  tul  the  present  intention. 

Q.  Have  there  not  been  pnrchases,  however,  of  oonsiderable  blocks  of  stock,  for 
instance,  such  as  those  owned  by  the  Packer  eatatA?— A.  Porchaaed  by  whom? 

Q.  By  thoee  interested  in  the  BeadinK  company. — A.  Now,  you  are  getting  too 
deep  for  me.  What  they  are  doing  in  New  York  in  the  way  of  baying  np  stock  I 
do  not  know. 

Q.  The  amal^m^tion,  however,  of  the  Erie,  the  Reading,  the  Lehigh,  and  the 
Central  of  New  Jersey  would  control  more  than  half  of  the  anthracite  tonnage,  woold 
itnot,  and  give  a  practical  monopoly  of  the  field? — A.  No;  not  by  anv  means  a  prac- 
tical monopoly.  The  Beading  has  aboat  20  per  cent,  the  Lehigh  Valley  abont 
16  per  cent,  the  Central  abont  la,  and  the  Erie  abont  9, 1  think.  That  wonld 
be  abont  67  par  cent,  roughly  speaking. 

Q.  Have  yon  included  the  PennsylTania  Coal  Company,  recently  pnrchaeed? — 
A.  Yes.    I  think,  taking  in  all  those,  the  Erie  has  abont  9  percent    It  maybe  11. 

".  Would  there  be  a  difflcnlty  in  the  wav  of  this  conaolidatton  owipg  to  Uia 

1  ...  __^ •  iL.  T» , -aBaUroad  Company?    Has  it  in  the  past 

.  Yes;  qnite  so;  quite  inde- 


Q,  And  so  long  as  that  railroad  remained  outside  wonld  it  practically  prevent 
a  total  monopoly  of  these  coal-carrying  roads? — A.  Yes:  and  the  Delaware  and 
Endson  is  qnite  as  Independent,  as  is  also  the  railroad  belonging  to  the  Coze 
interests.    The  New  York,  Ontario,  and  Western  is  also  independent. 

(j.  It  wonld  not,  however,  be  a  serioas  matter  for  one  of  thoee  railroads  to  por- 
cdiase  the  collieries  of  the  Delaware  and  Hndson  and  for  that  company  to  be 
absorbed  as  a  part  of  the  New  York  Central?— A.  I  do  not  know  whether  it  conld 
be  done  or  not.  It  is  wholly  a  matter  of  money.  All  things  are  possible,  bnt  I 
do  not  know  of  any  movement  in  that  direction. 

Q.  At  what  fiKnre,  do  yon  know,  was  the  parchase  of  the  stock  of  the  Central  of 
New  Jersey  made  in  order  to  control  the  m^ority  of  this  stock  by  the  Beading? — 
A.  It  was  purchased  at  ISO. 

Q.  Was  that  considerably  above  the  raling  rate  of  stock  qnotatlon?— A.  Not 
very  mnch.    It  had  been,  I  think,  150  or  over. 

Q\  Has  it  been  so  in  recent  years — that  is,  with  the  ezoeption  of  the  last  year? — 

Q.  Hasit  not  rnn  very  mnoh  lower  than  that  during  the  QO's? — A.  Yes:  U  has 
been  very  much  lower.  The  Central  Railroad,  however,  has  been  paying  divi- 
dends, I  think,  of  from  5  to  7  per  cent  for  someyears  past,  and  it  ran  along  at 
abontthesamerate,  I  think,  as  the  Delaware  and  Hndson:  possibly  a  little  lower. 

Q.  Is  100  the  price  at  which  it  is  accepted  In  underwriting  or  nnder  the  mort- 
gage bonds  issned? — A.  Of  conrse,  that  price  had  to  be  taken. 

Q.  Had  to  be  covered  by  the  issae  of  sacnritisH? — A.  Yes. 

Q.  And  the  total  volume  of  capitalization  of  the  combined  companies,  of  coarse, 
is  increased  by  that  amount?— A.  Yes:  it  is.  Thestockof  the  New  Jersey  Central 
has  gooe  into  the  ownership  of  the  Beading  at  that  price. 

Q.  Has  not  the  o  >mbiaed  volume  of  new  mortgage  bonds  Issned  by  the  Beading 
company  exceeded,  however,  the  value  of  the  stock  purchased  with  those  bonds? — 
A.  Those  bonds  were  put  on  the  market  below  par.    To  that  e^ttent  it  has. 

Q.  The  point  I  wish  to  bring  out  is  whether  the  effect  of  theoonsolidation  under 
the  terms  of  this  purchase  resulted  iu  still  further  swelling  the  capitalizadou  of 
these  combined  companies  upon  which  they  have  got  to  earn  dividends.— A.  Per- 
haps this  sngKeetion  will  throw  some  light  on  that  point:  The  rate  at  which  the 
Jersey  (Antral  in  earning  thedividend  wbichit  wonld  puy  ant  of  its  earninga  would 
carry  the  ciiet  of  that  stock  to  the  Reading  company;  so  that  in  that  case,  if  that 
money  had  not  been  paid  as  dividends  to  the  Reading  it  wonld  have  been  paid  aa 

divide    '   " '■     '  ""■  '  .      . 

ot  the 
Doe. 

Q.  Do  yon  see  any  way  in  which  the  consolidation  of  these  two  roads  might  affeot 
the  Baltimore  and  Ohio  or  the  Pennsylvania  disadvantageously?- A,  No. 

Q.  The  Reading  company  is  acompetitorof  those  roads  in  the  carriage  of  cottl? — 
A.  No;  not  at  all  a  competitor  with  the  Baltimore  and  Ohio.  The  Reading  com- 
pany furnishes  in  its  territory  a  market  for  a  very  large  freight  of  the  Baltimore 
and  Ohio.  The  Reading  stands  to  the  Baltimore  and  Ohio  somewhat  in  the  same 
position  as  the  Jerser  Central  territorially  stands  to  the  Beading,  as  being  an  exten- 
sion of  its  road.  For  instance,  tbe  Baltimore  and  Ohio  nses  the  ReMing  from 
Philadelphia  east  and  from  Shippensbnrg  east,  and  the  Baltimore  and  Ohio  and 
the  Beading  are  strong  alliee  on  that  account. 
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Q.  Tfa«  Baltimore  unH  Ohio  and  the  PeDHsylvaiiiB  are  Hnppoaed  to  be  owned  in 
cxttnmon,  ore  they  not?  Doe«  Dot  the  PennBylTanis  control  the  Baltimore  and 
Ohio? — A.  YeH,  I  bo  ondentand. 

Q.  Do  not  all  theea  tbinBH  indicate  that  the  Beveral  roads  in  the  hard-coal  terri- 
toiy  are  getting  ti^^ber,  dther  by  lease,  original  pnTchaM,  or  harmony  of  action?— 
A.  Yes. 

Q.  And,  BO  far  as  yon  can  see.  that  would  not  result  disadvantageonBty  to  the 
pabllc,  btitmerely  in  economy  in  the  operation  of  the  roads  themselTee?— A.  That 
iBaverylargeqneetion.  Hyown  belief  isand  basalways been  that nocombinataon 
of  that  kind  can  be  made  so  large  as  aboolntflly  to  govern  the  sitttation.  The  sit- 
uation will  goTsm  the  roods.  None  of  these  plans  have  ever  wraked  out.  and  I 
do  not  believe  they  ever  will. 

(j.  (By  Mr.  Phillips.)  They  do  for  a  time,  do  they  not?— A.  Perhaps  so;  yes. 
I  believe  that  some  advantages  will  occar  through  the  cheapeoin^  of  metboas.  I 
am  speaking  of  thepablio  now;  bnt  I  do  not  believe  the  advantage  will  be  wholly 
with  the  pnblic.  That  Is  not  what  the  people  who  are  buying  these  things  are 
doing  it  for,  of  coarse.    I  think  we  mifibt  fairly  eay  that  they  are  doing  it  to  pre- 


vent the  sacrifice  of  their  own  secaritieH.  to  prevent  miooos  competition,  and  my 
own  belief  is  very  strong,  and  it  is  asnbjectthat  I  have  thonght  about  a  good  deal, 
that  tbepnbliciRnot  interested inrainonscompetitlon.  Idonot  believe thepttblic 
is  interested  in  having  great  indngtriee  and  great  masses  of  oapllal  sacrificed.  I 
think  that  all  hnman  aSairs  go  on  with  a  condict  between  those  two  interests  uid 
neither  of  them  is  nnselfish. 

Q.  (ByMr.  LiTCHSJtN.)  Yoaconsider  the  desire  to  prevent  minoils  competition 
the  reason  for  the  acquisition  of  the  New  Jersey  Central  by  the  Reading?— A.  I 
do  not  know  thst  I  am  able  to  speak  of  Uie  motives,  and  Idonot  know  that  I  have 
a  right  to  speab  of  the  motives  that  led  to  that  acqnisition,  for  it  wasnotprbn*- 
rily  oy  the  Reading.  It  was  tbe  action  of  the  bankers  who  control  the  Reading. 
Jnst  what  their  motives  were  I  do  not  know.  I  think  yon  gentlemen  would  M 
qnlto  as  able  to  infer  what  their  motives  were  as  I:  bnt  I  thmk  I  con  fairly  say 
it  was  not  advised  by  tbe  management,  but  advised  by  the  owners  of  the  road. 

Q.  If  it  be  true,  a^  alleged,  that  the  Reading  controls  the  Jersey  Central,  and 
there  is  a  commnnlty  of  interest  between  the  Baltimore  and  Ohio  and  the  Head- 
ing, and  the  F*annsyJvani»  controls  the  Baltimore  and  Ohio A.  (Intermptdng.) 

Now,  let  QS  panee  as  we  go  on  there.  What  do  yon  mean  by  the  community  of 
interest  between  tbe  Beading  and  the  Baltimoreanil  Ohio?  Thrreisnomorecom- 
mnnity  of  interest  between  the  Reading  and  tbe  Bultimore  and  Ohio  than  there 
is  between  any  two  roads  that  give  business  to  each  other— absolntely  none. 
What  the  R«aaing  does,  for  instance,  is  this:  The  Baltimore  and  Ohio  hanls  coal 
to  Cherry  Run,  and  we  take  it  from  there  and  hinl  it  into  oar  territory.  The 
commnnlty  of  interest  between  those  roads  is  this,  that  they  are  freight  prodncere 
and  we  are  freight  consumers. 

Q.  I  started  by  saying,  "If,  as  alleged" A.  Why  do  yon  say,  "If,  as  alleged?" 

Yon  can  allege  anything. 

(j.  It  the  interests,  as  alleged,  that  are  back  of  the  Beading  are  also  back  of  the 
others A.  (Intermpting.)  You  have  got  entirelyont  of  mydepth. 

Q.  If  yon  know  nothing  about  it,  I  will  notasktheqaestion.— A.  No;  Idonot 
Hy  function  has  iK'en  to  manage  the  Beading  Railroad  and  doiCsworkoscliftaply 
and  earn  as  much  money  for  it  an  ioonlil;  bnt  what  is  in  the  bankers'  minds  they 
never  told  me.  That  was  not  in  my  department  at  all.  I  was  the  operating 
officer. 

S.  (By  Mr.  Kennedy.)  Yoa  said  that  the  acquisition  of  the  New  Jersey  Cen- 
was  not  primarily  the  action  of  the  Beading  Ballroad,  bnt  that  the  bankers 
brought  it  about.  Who  are  those  bankers  to  whom  we  may  go  for  information?- 
A.  What  I  said  was,  that  it  was  not  the  acton  of  tbe  Beading  Railroad,  speaking 
of  myself  an  the  manager.  The  people  who  have  represented  toe  Reading  Railroad 
to  the  world  since  the  reorganization  have  been  J,  P.  Morgan  &  Co. 

Q.  (By  Mr.  Biplby.)  Yon  have  referred  to  a  possible  motive  on  the  part  of 
those  Dankers,  Do  yoo  know  what  commissions  were  paid  in  that  transaction, 
namely,  tbe  purchase  i  f  the  majority  of  stock  of  the  Jersey  Central  by  the 
Beading  Company?— A.  I  think  all  the  information  that  tbe  public  have,  and  all 
that  I  have,  is  stated  in  the  cirrnlar  of  those  bankers  I  do  not  remember  the 
flgnres.  bnt  there  was  a  bankers'  ciicalar  issoed  in  connection  with  tbe  purchase. 

Q.  Yon  have  said  iu  connection  with  that,  have  yon  not,  bowei  er.  that  the  new 
bonds,  collateral  trnst  bonds,  is.sned  upon  the  stock  of  the  Central  Railroad  of 
New  Jersey  exceeded  couFriderably  in  amount  the  amount  of  those  stooks.  Did  I 
so  understand  yonr  statement,- A.  I  did  make  the  statement.  I  was  thinking 
whether  it  was  correct 

Q.  What  is  the  volume?^ A.  I  was  mistaken  about  that    Tbe  volume  wa«  not 
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KMter.    It  was  jnet  aboat  the  Bome—the  amount  of  stock  and  the  amount  <rf 
nda  that  were  isaaed.'    The  amonnt  ot  bonds  issued  was  juBt  abont  the  same 
amount  as  the  stock,  at  the  tlgnre  I  gave  yon. 

Q.  In  order  to  malie  this  a  matter  of  record,  what  waa  the  amonnt  of  stock  of 
the  Centnd  Railroad  of  New  Jersey  actQallypurohaeed?— A.  One  bnndred  and 
forty-five  thousand  staa-res  at  an  average  cost  of  160. 

Q.  Does  the  amonnt  of  new  collateral  trnst  bonds  iasned  by  the  Beading  Com- 
pany esceed  14^.000  shares  aC  1I50  n  share?— A.  No.  If  you  will  figore  that  oni, 
yon  willfind  that  ]45,(X)0  shares  at  160  a  share  cosC  $33,200,000.  If  I  said  differently, 
it  was  incorrect  The  reason  why  I  hesitate  to  speak  abont  figures  is  beoanse 
many  of  tfae&gures  I  do  not  remember  accurately.  The  figores  at  which  the  stock 
was  bought  I  remember,  bot  there  are  a  good  many  figures  J  do  not  remember. 

Q.  The  profit  to  the  bankers,  then,  for  finanoine  that  deal  would  come  presum- 
ably ont  of  the  difference  between  the  price  at  which  they  acquired  that  stock  and 
the  price  at  which  they  turned  it  over  to  the  Reading  Compauv,  would  it  not?  Do 
I  make  the  qneetion  clear?— A.  Yes;  it  is  clear.  No;  I  tbiDk  the  bankers  abso- 
lutely turned  over  the  stock  at  the  price  they  paid  for  it. 

Q.  There  muat  have  been  a  commiaaion  of  a  considerable  amonnt  for  financing 
such  a  deal? — A.  Yea;  but  that  is  stated  iu  that  circular  of  the  bankers. 

Q.  The  point  I  wished  to  make  is  this,  whether  the  commisaiona  in  the  case  of 
operations  like  this  are  made  apart  of  thefutni'e  capitalization  of  the  company  or 
<H  the  volume  of  security?— A.  Undoubtedly  the  commissions  are  taken  care  of  in 
some  way.  That  is  the  case  in  all  financial  transactiODB.  If  a  company  puts  ont 
bonds  that  are  ao]d  at  EI5,  the  commission  or  discount  has  got  to  be  taken  care  of. 
Observe,  as  is  very  often  the  case,  yon  may  fund  a  6  per  cent  bond  into  a  4  per 
cent  bond,  sell  that  i  per  cent  bond  at  SQ,  if  you  please,  to  the  bankers,  and  yet 
have  a  lower  interest  charge  than  you  had  nefore.  The  banker  »nd  everybody 
makes  money  there.  The  only  person  that  does  not  make  money  is  the  man  who 
baa  money  to  loan  who  geta  a  smaller  tetnm. 

Q.  (By  Mr.  Farquhar.)  Do  yon  know  that  the  bankers  who  made  the  transf^ 
of  those  bonds  of  the  Jersey  Central  asked  or  obtained  any  more  than  the  nsnal 
commisaion  in  Wall  atreet?— -A.  No;  I  should  say  they  did  not. 

C^.  You  never  heard  that  they  ever  did?— A.  I  know  that  they  did  not.  It  waa 
a  reasonable  commission.  That  commission,  I  ought  to  say,  ia  stated  in  that  cir- 
cular which  they  issned  to  the  stockholders.  I  do  not  remember  accurately  what 
it  was,  brit  it  was  a  reasonable  and  ordinary  commission. 

(j.  (By  Mr.  RiPLBY,)  Does  the  question  of  rebates  or  discriminations  or  any- 
thing of  that  sort  against  individual  operators  amount  to  very  much  at  the 
present  time  since  the  number  of  those  operators  baa  so  far  decreased? — A.  So  far 
as  the  Reading  ia  concerned,  there  is  absolutely  nothing  of  that  sort;  absolutely 
nothing. 

Q.  Does  it  affect  the  price  of  coal,  or  does  it  not?— A.  I  do  not  quite  catch  the 
force  of  your  question.  How  can  it  affect  the  price  to  the  consumer  if  there  is 
nothing  of  the  kind?  And  I  say  in  the  most  unhesitating,  ahsolnte  way  that  the 
Reading  Company  has  abaolntely  treated  its  individual  operators  as  it  has  tr^ted 
its  coal  and  iron  company. 

Q.  Do  you  know  what  is  the  status  of  those  65  per  cent  contracts  offered  to  the 
inoividoal  operators  at  the  present  timey  Were  many  of  them  accepted  by  the 
Individual  operators?— A.  So  Far  as  I  know,  they  have  not  be«i  pronouflced  oper- 
ative as  yet.  I  think  the  majority,  so  far  aa  my  information  goes,  of  the  individ- 
ual operators  are  satisfied  with  them.  There  are  but  few  F>eople  that  have  held 
ont,  so  far  as  we  know,  trying  to  drive  the  railroad  companies  into  buying  their 
coDleries. 

Q.  A  witness  made  the  statement  here  some  few  days  i^co  that  these  contracts 
were  rejected  by  all  bnt  a  few  operators  along  the  line  of  the  Pennsylvania  Rail- 
road, and  they  refused  to  «igD  those  because  they  involved  a  perpetual  leaae  along 
the  life  of  the  property.— A.  That  witness  is  in  a  position  to  know  very  accurately, 
and  it  is  a  matter  that  is  more  closely  under  his  ken  than  it  is  nnder  mine.  I 
would  rather  his  testimony  wonld  stand,  because  he  lives  in  Wilkesbarre,  where 
the  most  of  these  private  operators  are,  and  he  wonld  know  more  abont  it  than  I 
do.     In  our  region  t:o  snch  qneetion  has  arisen, 

Ij.  Unless  some  such  contract  is  signed  by  all  these  remaining  individual  oper- 
ators they  will  still  have  their  product  carried  at  the  rates  cnatomory  to  all  oper- 
ators?—A,  That  I  do  not  know.  That  no  m.an  can  foresee.  That  is  a  qoeetion 
that  is  nnder  negotiation. 

Q.  (By  Mr.  Kennedy.)  i 

Central  aa  to  the  labor  enga„.  .  -^.     —      --.      --  , .  -- 

tnde  of  the  Jersey  Central.    I  am  not  the  president  of  the  Beading  nor  of  the 
Jersey  Central  since  that  has  been  taken  o — 
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Q.  Yon  are  not  president  of  the  Beading  now. — A.  No;  I  resigned  a  few  days 
ago. 

Q.  What  was  the  attitade  of  the  Reading  toward  organized  laboi  when  yon 
were'  president?— A.  That  is  a  large  qneation.  Please  make  it  a  little  more 
Bpocifio. 

Q.  I  want  to  ask  yon  it  that  attitnde  was  friendly.  Do  yon  believe  organized 
labor  baa  a  right  to  a  voice  in  fixing  wsksb,  hoars  ot  work,  etc.?— A.  I  think  it  has 
abflolntely.  There  are  several  Raading  companies.  The  Reading  Coal  and  Iron 
Comi>any  has  been  more  than  friendly  to  labor.  There  has  been  less  friction  than 
In  any  of  the  other  coal  companieB.  I  can  lUnstrato  best  in  this  way:  Three  or 
4  years  ago,  at  the  request  or  persons  who  charged  tiieraaplves  with  the  interests 
of  labor,  the  tegislatare  of  Pennsylvania  appointed  a  commission  of  the  senate 
and  house  to  go  all  tbrongh  the  coal  region.  They  must  have  spent  2  months 
there.  When  ihev  came  ioto  the  Reading  region,  as  they  did  at  Sbamokin,  which 
is  the  western  end  of  the  Mahanoy  and  Shamokin  field,  some  of  the  persons  who 
claimed  to  represent  labor— and  1  suppose  tbey  did— met  that  oommiaaion  and 
said  to  tbem  if  everybody  treated  their  labor  as  the  Reading  Coal  and  Iron  Com- 
pany did,  there  wonld  not  be  any  labor  question. 

Q.  Do  yon  believe  that  labor  has  the  same  right  to  organize  as  capital  has? — A. 
Yes;  certainly. 

Q.  Do  yon  believe  labor  shonid  have  a  voice  in  fixing  the  wages  for  whi<^  it 
shall  work  and  the  hours  in  which  it  shall  work?— A.  Certainly. 

Q.  Andyonbelieve  that  that  right  shontd  be  recognized  by  emplorers? — A.  Cer- 
tainly. The  laborers  not  only  have  the  right,  but  the  power,  which  is  more 
important. 

(Testimony  closed.) 


Wabhington,  D.  C,  dprt/  S,  1901. 

TESTIHOirT  01  n.  K  H.  OKISWOLII, 

Oeneral  Freight  and  Patsenger  Agent  Wettem  Maryland  Railroad, 

The  commission  met  at  11. SO  a.  m.,  Mr.  Farquhar  presiding.  At  that  time  Mr. 
6.  H.  Oriswold,  geaeral  freight  and  passenger  agent  Western  Maryland  Railroad, 
appeared  as  a  witnees,  and,  being  duly  sworn,  testified  as  follows: 

MtyMr.  Farquhab.)  You  will  give  your  name,  address,  and  official  position 
e  freight  bureau  to  the  commission.- A,  U.  H.  Qriswold:  general  freight 
and  passenger  agent  Western  Maryland  Railroad;  Baltimore.  I  understand  I  am 
snmraoned  as  chairman  of  the  Baltimore  freight  committee. 

Q.  Have  you  any  statement  to  make  distinct  from  the  examination? — A.  I  have 
not,  further  than  to  say  that  I  was  not  aware  of  any  intention  to  summon  me 
until  I  received  a  notioe  Wednesday  night  a  short  time  before  leaving  for  Phila- 
delphia, and  I  have  had  no  intimation  as  to  the  object  or  the  occasion  of  the 


Q.  Wonid  yon  state  to  the  commission  the  composition  of  this  freight  bureau  of 
BaTtimore?- A.  It  is.composed  of  represents tives  of  lines  either  terminating  at  or 
passing  through  Baltimore,  or  which  have  representation  in  Baltimore.  There 
are  in  the  burean  some  14  iodlvidnals,  Pome  of  whom  represent  2  or  3  lines.  I 
think  each  important  railroad  and  steamboat  Hue  is  represented. 

Q.  How  long  has  it  been  in  esi3tence?~A.  Since  the  1st  of  January,  1808, 

Q.  Conid  yon  state  to  the  commi^on  what  the  causes  were  that  brought  it 
into  eiistence?- A.  It  was  brought  about,  I  think,  by  some  of  the  representatives 
of  the  larger  railroad  lines,  like  the  Pennsylvania  and  the  Southern  lines,  who  had 
repreeentativaa  in  Baltimore.  HuggestiDg  that  it  wonld  be  well  to  have  their  variona 
representatives  get  closer  together,  with  aview  to  secnring  uniformity  of  practice, 
for  an  interchangeof  views,  for  the  purpose  of  keeping  up  with  the  sitnation  gen- 
erally, and  for  the  purpose  of  discoasing  anv  questions  that  might  come  before  it, 
as  they  might  be  brought  to  the  attention  of  any  of  the  members  through  shippers 
or  through  any  railroad  company  or  steamboat  line.  It  does  not  meet  regnfatly. 
The  cburtnan  can  call  the  committee  together  at  any  time,  and  be  must  call  a 
meetlugon  the  request  of  2  luetnbers.  There  has  been  no  meeting  for  a  month  or 
BO,  there  having  been  no  special  questions  to  consider. 

Q.  Are  questionB  which  come  before  your  organization  submitted  t«  the  roads 
afterwards,  or  have  you  any  power  of  yonrselvea  to  make  settlement?— A.  If  any 
qnaatlon  comee  before  the  committee  and  is  after  discussion  acted  npon  by  a 
vote,  the  motion  becomes  effective  if  the  vote  is  unanimous.    If  there  in  a  single 
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negative  vol«  it  falls  totbe  groand,  and  if  ■  repreeeiitatlTe  has  not  pover  to  aot  he 
most  state  the  fact  and  say  tbat  he  mnet  leCer  tbe  matter  to  his  trafflc  department 
before  any  action  can  be  taken  on  hie  part  Sometlmw  mattera  are  laid  orer  nntU 
a  letter  vote  is  received  from  a  member  thus  sitoated  or  antil  a  snbseaaent  meeting. 

Q.  Does  TOnr  organization  conaerre  the  Intareetfl  of  Baltimore  ^one?— A.  It  is 
moetly  interested  in  Baltimore. 

Q.  Do  yon  know  <tf  any  other  like  organization  of  the  kind  on  the  coast? — A.  I 
think  there  are  a  number  of  local  frei^t  committees  at  Tarloos  points  in  the  inte- 
rior and  on  the  coast  also.  Thereis  a  Boston  committee.  I  am  not  snre  that  there 
is  one  in  Philadelphia,  bnt  I  think  there  is  an  organization  in  New  York;  I  am  not 
snre,  though. 

Q.  Have  yon  tbe  cooperation  of  the  steamship  lines  with  yon  in  this  board? — 
A.  They  are  repreeented— that  is,  tbe  coast  lines.    I  do  not  mean  the  ocean  lines. 

S.  Does  yonr  body  assnme  any  authority  on  rates?— A.  Only  to  a  limited  extent 
when  all  the  representatiTea  have  the  proper  authority  from  their  trafBc 
officials.  There  are  a  number  of  representatives  in  the  aseociation  that  have  no 
authority,  and  they  must  obtain  it  from  their  tr^So  ofScials  before  they  can 
acL  There  are  a  number  of  rapreeentativea  who  have  anthwity  to  act  for  their 
own  lines. 

Q.  In  the  case  of  differentials  in  which  other  ports  like  New  York.  Philadelphia, 
Newport,  Norfolk,  and  others  are  interested,  have  yon  any  authorization  to  meet 
with  a  joint  commission  or  to  take  and  consider  terms  of  the  differentials  of  the 
iK>rtB?— A.  We  wonld  have  no  power  to  act  as  regards  differentials.  If  the  qnee- 
non  was  bronght  before  the  association  and  we  lelt  it  to  the  interest  of  the  lines 
and  the  community  and  Baltimore  to  take  the  matter  up  we  would  do  so  and 
place  it  in  the  proper  conrte  for  coDsideration  and  diaansslon. 

q.  (By  Mr.  Ripi^v.)  1  would  like  to  ask  abont  the  differentials  which  Baltl- 
mora  enjoys  against  other  ports.  Will  yon  make  a  statement  respecting  the  com- 
parative Chicago  and  Atlantic  oooat  port  rat«B  on  wheat  and  Other  prodncts? — 
A.  Are  yon  speakinft  now  of  all-rail  rates? 

(j.  All  rail,  east  bonnd;  and  also  if  yon  will  designate  between  tbe  rail  and  the 
water  rates.— A.  Am  I  to  anderstand  that  your  qneation  refen  to  the  effect  of  the 
present  differential  or  to  the  reduced  differential;''  Yon  know  there  is  a  reduced 
differential. 

Q.  1  would  like  to  have  yon  speak  ni>on  both  if  von  will:  that  is,  the  origin  and 
development  of  the  system  of  differentials  from  Cnicago  and  St.  Lonis  to  Eastern 
ports,  —A.  It  ia  rather  hard,  without  any  previoos  corndderation,  to  answer  that 
question  as  I  would  bke  to  have  answered  it  if  Hooked  it  over  afterwards.  I  think 
we  all  realize  that  in  the  early  days  of  railroading  each  railroad  was  bnilt  without 
regard  to  any  ol  her.  and  to  subserve  some  porticuiar  purpose.  After  a  time  those 
roads  began  to  be  connected  together,  and  different  lines  formed  associations  to 
make  throngh  lines.  These  associatioDB  after  awhile  developed  gradually  asve- 
tom  of  rate  making  from  what  was  previonsly  chaos  as  regards  anything  like 
through  rates.  The  through  rates  originally  were  the  snms  of  rates  or  the  various 
roads  over  which  trafBc  was  carried,  and  after  the  roads  began  to  get  together  to 
make  throngh  rates  there  necessarily  was  interference  on  the  part  of  oertoln  lines 
with  other  lines  in  competition,  bringinu  about  wars  of  rates.  The  competition 
was  not  confined  to  railroad  lines,  but  embraced  markete  also.  The  result  was 
that  an  nndsrstandmg  whs  arrived  at.  after  these  several  railroad  wars,  to  make 
certain  rat«a  to  the  sealoard  and  au  agreement  as  regards  differentials.  Those 
differentials  were  arrived  at  in  the  first  place.  I  Imagine,  by  agreement  and  by  com- 
promiseand  byconccseionsonthepurt  of  some  lines,  and  oy  meeting  the  demands 
for  the  control  of  the  situation  on  the  part  of  others,  the  shorter  lines  ti^im  the 
West  to  the  nearest  seaboard,  of  conrse,  claiming  tbe  right  to  make  a  lower  rate 
than  the  longer  lines  to  more  distant  porte  or  tc  the  same  j>orts.  In  that  way  the 
differential  as  between  New  York.  Philadelphia,  and  Baltimore  was  firsi  estab- 
lished, and  it  developed  Gnallyintoasystemof  making  rates  nnder  which, so  far  as 
trunk-line  business  is  concerned,  Chicago  and  New  York  are  taken  as  100  per  cent 
points,  on  which  all  rates  are  based. 

Q.  (By  Mr.  Clarke.)  Is  the  differential  in  favor  of  the  shorter  and  more 
direct  route,  or  in  favor  of  the  more  ronndabont  route?- A.  It  is  in  favor  of 
the  shorter,  more  direct  route,  althongb  it  results  in  longer  lines  between  the 
Western  point  and  an  Eaetem  point  being  obliged  to  make  the  same  lower  rate, 
and  getting  the  benefit  of  the  lower  differential,  which  is  fixed  by  the  shorter 
line.  Whatlmeaniethis:  Supposethe  Baltimore  and  Ohio  Railroad  from  Chicago 
to  Baltimore  is  10(1  miles  shorter  than  some  other  line,  which  may  be  the  samedb- 
tance  from  Chicago  to  New  York  as  from  Chicago  to  Baltimore.  It  resnlto  nec- 
■  Msarily  in  tbe  longer  line  from  Chicago  to  Baltimore  maintaining  tfae  same 
differentia]  as  the  shorter  line  from  Chicago  to  Baltlmor«. 
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(f ,  (By  Mr.  Riplbt,  )  How  many  lines  partioipate  In  this  through  traffic  from 
Chica^  and  bt.  Loois  to  Balttmore?  Does  the  Southern  Railway  participate 
atall  m  through  bnsiaeasnttbe  present  time  trom  the  West?— A.  I  do  not  think 
the  Southern  Railwar,  the  line  tbroogh  Wasbingtoii.  participatee  to  a  very  targe 
oxtent  aa  far  as  the  Weeteni  biuiness  1b  concerned.  I  am  not  in  position  to  know 
the  relative  toona^.  It  doea  partidpata  to  a  certain  extent  in  connection  with 
our  line,  as  far  aa  its  new  acqniBitlon  is  conoemed,  tbe  Lonisrille,  ETansvllle  and 
St.  Lodia  Consolidated,  which  is  a  line  mnning  from  Iionisville  to  St.  Loois  now 
owned  by  the  Southern. 

Q,  Is  fi-eiffht  haaled  in  competition  with  the  Baltimore  and  Ohio,  the  Pennsyl- 
ranla,  and  ihe  New  York  Central  from  Chicago  to  the  seaboard  points  via  Cincin- 
nati, or  Louisville  and  the  Sonthem  Railroad  on  a  long  haul,  then  up  through 
Waabingtou  to  Baltimore  or  Philadelphia?— A.  I  do  not  think  it  is.  If  it  Is  it 
moat  be  to  a  limited  extent.    We  have  not  seen  It  in  onr  relations  with  other  lines. 

Q.  ThaChesaprakeondOhio.andtheNorfolkand  WesMm.however,  piutidpate 
in  this  Western  business?— A.  Yes. 

S.  And  they  enjoy  differentials?— A.  No;  uotthe  all-rail  lines.  There  is  an  all- 
line  operated  from  East  St.  Loais,  from  the  West  generally,  by  the  Bonthom 
Railway  and  the  Lonisville,  Evansville.and  St.  Lonis  Consolidated  through  LoniS' 
ville,  and  the  Chesapeake  and  Ohio,  the  Norfolk  and  Weatem,  the  Western  Mary- 
land, the  Philadelphia  and  Reading,  and  the  Central  of  New  Jersey  to  Baltimore. 
Philadelpbia,  New  York  and  interior  points,  but  it  is  not  a  differential  line.  That 
Is,  it  maintains  the  differentials,  the  port  differentials,  bnt  it  has  no  differential 
as  compared  with  the  shorter  tinea  lil^e  the  Union,  Empire,  the  Pennsylvuiia,  and 
the  other  lines,  and  tbe  Continental  and  Central  States  Despatch, 
(j.  What  do  you  mean  by  those  latter  oompanies?    They  are  not  railroad  com- 

Cies? — A.  No;  they  are  not  railroad  companies.    They  are  called  cooperative 
s.    They  are  fasVfreight  lines. 

\^,  What  is  the  relation  between  those  fast-freight  lines  and  the  railroads? — 
A.  They  are  simply  tinea  within  the  railroad  lines  placed  nndar  direct  ct^trol  of 
a  manager  and  his  assistants,  Bo  that  they  can  be  operated  as  one  line  over  S  or  4 
or  more  railroads. 

Q.  Are  they  represented  by  any  independent  lasuea  of  stock  or  bonds  or  by  cor- 
porate esisteuce?^A.  No. 

Q.  They  are  merely  trade  names  for  a  road? — A.  That  is  all,  for  through  move- 
ment, and  their  purpose  is  to  secure  through  movement,  through  schednlee,  and 
give  better  service,  enabling  tbe  lines  to  compete  more  ef&ciently  for  traffic. 

(j.  Do  they  assume  any  liability  as  a  separate  organization?— A.  The  liability  ia 
assumed  by  tbe  railroads.  The  une.  In  tne  settlement  of  a  claim  for  loss  or  dam- 
ue,  for  example,  would  adjust  it,  but  the  railroads  wonld  reimburse  the  line,  or 
the  railroad  where  the  damage  occnrred  wonld  do  so. 

^.  They  maintain  a  separate  fiscal  officer— a  treasurer— as  a  rule;  the  Union 
Une,  for  Instance?^  A.  Theyhaveseparate  management  in  that  way,  but  everything 
aa  regards  the  Union  Line  goes  into  the  Pennsylvania  Railroad,  and  I  think  their 
accounts  are  audited  by  tbe  Pennsylvania  ICailroad  in  that  caae. 

Q.  Hay  freight  rates  be  mode  by  these  foat-freight  oompanies  without  the 
knowledgsoTOlrect  participation  of  the  traffic  o&iciaU  of  the  railroad? — A.  Power 
is  sometimes  given  to  the  manager  of  the  line  to  do  bo. 

<j.  So  that  in  case  be  were  to  niake  a  special  rate  to  a  shipper  the  railroad  would 
not  have  information  to  ttiat  effect  or  control  of  it?~A.  Tne  railroad  wonld  have 
to  participate  in  it.  of  conrse.  The  rate 
and  it  would  have  to  be  ouried  out  b] 
under  certain  circnmatancea  without  f 
line. 

Q.  If  that  were  done,  than,  it  would  bind  tbe  company  to  the  performance  of 
the  contracts,  wonld  it  not?— A,  Yen;  I  suppose  it  would,  legally.  I  know  In 
practice  it  is  actually  done.  The  rate  would  be  protected  upon  acknowledgment 
made  by  the  manager,  but  if  it  was  objected  to  by  any  line  the  shipper  would  be 
uotifledat  once. 

<j.  ( By  Mr.  Fabquhah.)  Is  there  such  a  thing  known  in  a  case  of  this  kind  as 
a  cooperative  fiscal  agent  of  one  of  these  fast-ireight  lines  making  secret  rates 
unknown  to  the  general  management  of  the  road  itself? — A.  It  might  be  possible. 
bat  the  fact  would  develop  when  an  adjustment  of  the  accoonta  was  reached;  bnt 
it  wonld  be  but  temporary,  unless,  as  might  be  the  case,  the  attention  of  the  traffic 
people  was  not  especially  catted  to  It  and  it  went  through  the  auditing  depart- 
ments and  the  clerks'  bands  without  the  officers'  attention  being  apeciiuly  called 
to  it.  The  rote  is  that  the  manager  of  the  tine  can  not  make  a  rate  on  Susiness 
originating  on  any  line  of  railroad  without  that  railroad  company  consenting  to 
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Ub  doing  so.     Itia  possible  for  the  manager  to  raa'te  a  rate  with  the  w 

of  some  one  line,  that  line  protecting  the  tut  withoat  the  other  roads  being  a 
party  to  it, 

Q.  (ByMr.  BiFLEY.)  The  force  of  that  cat,  then,  wonid  fall  npon  the  initial 
line  shipping,  or  apon  the  fast  freight  line? — A.  It  woold  be  borne  entlTelr  by  the 
line  making  the  cat.  For  instance,  yon  have  a  fast  freight  line  from  Baltimore  to 
a  Western  point,  which  operates  over  5  roods,  we  will  say.  Now.  the  third  road 
in  thatlinemightsaytothe  manager.  If  you  want  to  make  a  redaction  Inathrongb 
rat«  to  aeoore  certain  basinees  by  this  ronte  as  against  any  other,  yoa  are  anthor- 
ized,  as  far  as  we  are  concerned,  to  go  Co  the  extent  of  2,  -t.  4,  or  ."i  cents  a  hundred 
pounds,  but  that  road  would  have  to  make  that  deficit  good;  no  other  road  would 
necessarily  be  a  party  to  it. 

Q.  So  that  rates  might  be  cat  on  a  through  line  over  the  line  of  railroad  with' 
out  tliat  particular  railroiid  itself  having  made  the  cut? — A.  Yea. 

Ci-  Were  any  of  these  fast  freight  lines  formerly  separate  in  their  corporate 
existence?— A.  Tbey  were;  yes.    Tbey  originated  under  separate  organizations, 

Q.  What  was  the  general  relation  as  to  ownership  by  the  railroads,  so  far  as 
your  kniiwledge  extends?— A.  I  only  know  from  being  in  the  railroad  boalneas 
many  years,  and  from  hearsay.  I  have  never  had  any  actual  psrsonal  knowledge. 
I  know  that  in  tbe  old  times  of  the  fast  freight  lines  their  organizations  were 
entirely  diatinct  from  the  railroads  as  far  as  tne  ownership  was  concerned,  and 
the  ownership  was  to  a  great  extent  in  the  hands  of  the  officers  connected  with 
the  lines  over  which  the  fast  freight  lines  operated;  there  was  also  some  outside 
ownership. 

Q.  Ho  for  as  yon  know,  however,  no  snch  condition  as  that  exists  at  the  present 
time?— A.  I  do  not  know  of  any  case. 

Q.  The  fast  freight  linea  are  merely  namea  for  particular  routes,  bnt  they  have, 
however,  a  certain  independence  of  action  in  tbe  matter  of  rates  snch  as  has  been 
described?— A.  Yes,  when  authorized. 

Q.  (ByMr.  LiTCHMAN.)  When  anthorized  by  whom?— A.  By  the  railroad  com- 
panies over  which  the  fast  freight  line  operates. 

Q.  (By  Mr.  RiPUY.)  Snch  cuts  are  nsaallv  authorized  by  tbe  higher  offlciala  of 
the  line,  I  sappoee?— A.  They  would  have  to  be;  yes, 

<j.  That  Is  to  say,  a  local  freight  agent,  or  a  freight  agent  in  a  partienlar  city, 
would  not  have  authority  on  his  own  part  tomakeaspecialrate?— A.  Sometimes  a 
contracting  f reigbt  agent  or  commercial  freight  agent  at  a  local  point  is  Kiven  some 
discretion  in  making  rates,  although  there  is  very  little  of  that  now.  There  used 
to  be  a  good  deal  of  it.  bnt  if  yon  aaked  me  to  name  a  case  of  that  kind,  I  could 
not  do  it,  because  I  don't  know  of  one. 

Q.  Doee  the  special  catting  of  rates  appear  to  be  less  prevalent  than  some  yean 
ago? — A.  Markedly  so:  decidedly. 

Q.  Towhatreasondo  yonascribe  that  change?— A.  I  think  the  attranpt  upon  tiw 
part  of  the  larger  lines  to  bring  about  a  better  condition  of  affairs  by  acreeitig  to 
maintain  rates  and  to  cooperate  in  carrying  out  the  requirements  of  the  mterstote- 
oommerce  act  is  the  principal  reason. 

Q.  What  is  the  latest  day  at  which  the  promiscnous  cutting  of  rates  from  Balti- 
more west  was  practiced?^A,  I  think  there  was  some  cutting  tbe  last  of  last  year 
In  some  merchandise  business,  bnt  I  do  not  think  it  was  in  connection  with  all- 
rail  lines;  at  least  we  were  not  able  to  place  It  there. 

Q.  The  rail  and  water  lines  are  allowed  to  charge  less  thanall-r^l  lines  between 
St.  Louis  and  Chicago  and  Atlantic  ports? — A.  Yea;  there  are  differentials 

Q,  (Interropting,)  Is  there  a  rail  sad  water  line  from  Chica^  to  Baltimore,  and 
(me  from  St.  Loule?^A.  Yes;  there  is  a  rail  and  lake  line  during  the  lake  season. 

Q.  To  Baltimore? — Yes;  there  is  the  Anchor  Line,  that  operates  out  over  the 
PeuDsvlvania  Railroad,  and  tbe  Fairport  Line,  that  works  out  over  the  Baltimore 
and  Ohio  to  the  lakes,  and  others. 

Q.  To  what  point?— A.  To  Chicago  and  Northwestern  points  during  the  lake 
season. 

Q.  Bnt  with  an  outlet  at  Baltimore?— A.  Yes. 

u.  Those  routes  would  certainly  be  more  circuitous  than  the  trunk  lines? — A. 
Yes. 

Q.  And  yet  they  are  allowed  by  these  general  agreements  with  the  roads  to 
charge  somewhat  lees? — A.  That  Is  right;  yea. 

Q.  What  is  the  speciOc  difference  to-day  on  east-bound  traffic  between  the  rate 
from  Chicago  to  New  York  and  Chii-ago  to  Baltimore  and  Newport  News? — A. 
You  mean  on  tbe  claaa  rates? 

Q.  On  grain?— A.  I  think  the  difference  between  New  York  and  Baltimore  on 
e»ort  grain  is  1  i  cente. 

Q.  Is  that  arrangement  on  the  percentage  basis,  or  la  it  an  abaolato  dlfforance 
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Sr  hnndred  ponnds?— A.  It  Is  an  aboolnte  diSeretioe  p 
fferentiola  applTisg  to  the  seaboard  are  abeolate  £ 
diSowicw. 

Q.  What  is  the  differential  in  favor  of  Newpc:    Neva?— A.  I  do  not  recall  it. 
u.  Is  it  somewhat  greater  than  that  of  Baltimore^ — A.  I  think  it  is. 
&  That  gives  an  advantage,  then,  to  that  port,  in  that  respect,  over  Baltimore?— 

Q.  Has  it  had  an  appreciable  effect  upon  the  comjneroa  of  Baltimore?- A.  I  do 
not  know.  I  think  it  has  had  some  efFeut,  and  yet  it  is  Tsry  bard  to  say,  because 
we  find  that  traffic  to  a  point  is  influenced  bv  so  many  conditions.  As  soon  as  the 
prain  trade  drops  off  at  a  port  everybody  in  the  orain  trade  and  the  railroads 
interested  think  that  something  has  happened  to  draw  the  bnsinesa  somewhere 
else,  and  the  next  year,  nnder  the  same  condition  of  rates,  etc.,  the  baainess  of 
that  port  may  be  neater  than  the  business  of  the  port  that  had  the  largest  bnsi- 
neas  the  year  before,  relatively.  So  that  I  personally  think  that  the  idea  that 
bnetnees  is  drawn  from  one  port  to  another  by  the  cntting  of  rates  is  very  often 
arroneona  and  that  it  is  due  to  conditions  at  the  port  itnelf .  For  example,  we  find 
in  export  bnainees  that  asteamsbiplineatone  port  will  make  some  specially  attrac- 
tive rate  to  fill  vp,  for  the  time  is  approaching  when  It  will  have  a  steamer  to  sail, 
which  it  doesn't  want  to  send  half  loaded.  It  wants  >m«ineas.  and  will makea  very 
attractive  rat«.  The  agents  go  to  the  railroad  agents  and  say, "  Can't  yon  give  US 
some  bnsinees  here?  We  will  give  yon  this  rate.  '  The  agents  at  that  port  will 
wire  to  the  Western  agents  and  say.  "  Here  is  an  ocean  rate  of  so  mnch."  They 
iret  bUBinesainthatway.  Theyhnetlearonnd,  and  find  that  it  is  very  attractive  t» 
the  shippers,  and  they  send  a  cargo  tu  that  port. 

<j.  At  special  rates?— A.  Not  necessarily  at  special  rates.  I  am  referring  to  the 
ocean  rate,  withont  reference  to  the  inland  rate  at  all. 

Q.  Wonld  not  there  be  a  strong  temptation  for  a  railroad  to  offer  a  special  lower 
raw  over  its  own  line  in  snch  a  case,  in  order  to  induce  that  bnsiueaa? — A.  Where 
there  were  two  or  three  lines  running  to  that  port,  and  all  had  the  same  informa- 
tion, there  would  be  a  strong  temptation  to  do  go  to  secure  that  business. 

Q.  Is  any  com mnni^-of -interest  plan  going  to  be  snfficient  in  force  to  prevent 
that  condition?— A.  The  best  plan,  to  my  mind,  for  bringing  about  fair  dealing 
among  the  roads  is  either  a  physical ,  if  it  were  possible,  which  I  donbt,  division  ot 
the  business,  or  pooling  and  dividing  the  earnings  between  the  roads.  Either 
plan  wonjd  take  away  the  incentive  to  cut  a  rate. 

Q.  (By  Mr.  Litchman.)  What  would  be  the  effect  upon  rates  of  the  virtnal 
control  of  the  Baltimore  and  Ohio  Railroad  by  the  interests  owning  and  control- 
ling the  Pennsylvania  Railroad?— A,  1  donot  think  it  woaldhave  any  effect  except- 
ing to  make  the  rates  steadier,  to  maiutain  them,  uniform  tbem.  I  do  not  think 
it  wonld  have  the  effect  of  raising  races.  I  think  the  time  has  gone  by  when 
unreasonable  rates  can  be  charged,  becanae  the  competition,  from  my  experience, 
is  not  rimply  between  railroads,  it  is  a  qnestion  of  market  and  various  other  con- 
siderations. I  think  there  are  very  few  roads  that  even  in  their  local  territory 
have  no  comi>etition, 

».  Woald  it  not  be  the  fact  that  if  the  same  interests  controlled  both  lines  of 
road  that  this  temptation  which  you  have  alread3'  spoken  of — to  out  rates — 
wonld  disappear? — A.  Yes.    I  thought  you  were  referring  to  the  rates  tbemselvee. 

Q.  No;  1  was  referring  to  that  point — A.  Yes. 

Q.  I  understand  yon  to  say  that  the  differential  is  in  favor  of  the  shortest  dis- 
tance?—A.  What  do  you  mean  by  "in  favor?"  We  mean  by  " in  favor  "  that  it 
is  a  lower  rate. 

Q.  I  mean  to  say,  is  a  lower  rate  given  for  the  shortest  distance? — A.  I  was 
speaking  of  the  origin  of  these  differentials,  it  does  not  follow  now  that  the  lower 
differential— and  I  tried  to  illustrate  that— is  necessarily  by  the  short  line. 

Q.  (By  Mr.  Farqurar.)  When  you  made  the  differentials,  was  not  there 
another  great  question  that  entered  into  consideration,  namely,  the  facilities  of 
your  port  in  handling?— A.  Yes. 

Q.  Did  not  Baltimore  and  Newport  News  make  claims  of  that  kind  when  that 
arrangement  was  made  on  differentials?— A.  When  the  differential  was  first  made 
I  did  not  have  any  business  in  Newport  News. 

Q,  Are  not  two  featnres  of  vour  differentiala  now  considered  in  making  the 
dlfierentialB'-the  short  line  tmd  the  facilities  of  the  port  in  handling?- A.  That  is 
tme. 

Q.  Those  are  the  only  two  featnres  on  which  you  make  a  differential?- A.  You 
arE  going  beyond  me,  beuanse  I  am  not  connected  with  the  trunk-line  committee, 
or  with  a  trunk-line  road,  nor  am  1  a  party  to  the  making  of  those  differentiala. 

Q.  Does  your  differential  in  Baltimore  cover  your  transfer  charges?- A.  It 
covers  the  delivay  on  board  ship. 
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Not  necwsorily.     It  wonld  depend  upon  tbe  lacilltiea  and  tbe  market. 

Q.  ABBoming  thnt  the  conditions  are  eqiul  to  tbe  port  of  foreiga  exit?— A. 
Everything  beinK  exactly  the  same,  markete  and  facilities,  and  everything;  of  that 
kind,  I  ehonld  think  the  qneation  of  time  would  be  a  conalderatioii,  and  that  woald 
necesSBrily  be  in  favor  of  the  short  line. 

Q.  Why,  then,  in  addition  to  that,  is  there  a  dlSerenoe  given  to  the  lower  rate 
tcx  the  shorter  distance?— A.  On  the  ground  originally  that  the  Bhorter  line  can 
operate  more  cheaply  than  the  longer  line. 

Q.  And  that  same  reason  ezista  at  the  present  time?— A.  As  I  said  before,  there 
are  ao  many  conditions  now  snrronnding  the  transportation  of  freight  that  a  Jtxeat 
many  of  the  original  ideas  have  been  entirely  lost  eight  of.  Take  a  local  territory 
of  onr  own,  for  instance,  where  we  have  a  short  line  87  miles  to  a  given  point. 
There  is  another  line  104  miles  to  that  point,  and  there  is  still  another  line  that  is 
168  milea  between  those  two  points, 

Q.  (ByUr.RiPLGY.)  What  are  those  points?— A.  I  was  speaking  of  Ilnee  between 
Baltimore  and  Hageratown.  Md.  Onr  line  from  Baltimore  to  Hagerstown  is  87 
miles,  that  of  the  Baltimore  and  Ohio  104  miles,  and  that  of  the  Pennsylvania  Rail- 
road is  158  miles.  The  rates  by  all  3  linee  are  exactly  tbe  same.  Originally  the 
rate  would  have  been  highest  for  the  longest  road. 

Q.  (By  Mr.  LrrcHMAN.}  That  being  tbe  case,  there  is  no  indncement  foraper- 
■on  to  send  by  the  longer  route,  I  shonld  think.  Is  that  not  true? — A.  That  is  true 
to  a  certain  extent  It  depends  npon  the  location  of  the  shipper,  the  receiver,  the 
terminal  facilities,  etc  A  good  many  of  those  things  come  in  ontside  of  the  qnee- 
tlon  of  the  mere  length  of  the  line. 

Q.  Can  yon  give  any  instance  of  a  distance,  say,  of  ISO  miles  between  Baltimore 
and  Eagerstown  on  the  Pennsylvania  road  of  the  rate  charged  as  compared  with 
the  rate  charged  Hageratown?- A.  I  can  not.  I  know  that  thev  have,  as  other 
lines  have,  a  mileage  tarlS,  which  tariff  is  based  apon  distances,  bnt  that  that  is 
Bometintee  ignored.  It  has  to  he  by  the  issae  of  class  and  commodity  rates  to  meet 
the  special  condlcionB  of  the  short  lin& 

Q.  In  other  words,  when  yon  strike  a  competing  point  the  established  tariff  fol- 
lows tho  conditions  and  not  the  echednles? — A.  It  is  obliged  to. 

Q.  And  It  might  happen  that  for  the  shorter  distance  on  the^own  lineaahipper 
wonld  pay  a  higher  price  than  was  paid  to  the  terminal  at  HagerstowD? — A.  So; 
that  limits  the  rate  to  all  intermediate  points. 

if.  That  Is  what  I  asked,  if  yon  knew  of  any  instance  of  a  higher  charge  between 
the  starting  point  and  Ha^erstown  than  the  throngh  rate?- A  I  beg  pardon.  1 
misnnderstOM  roar  qneetion.  I  Ihonght  yon  asked  it'  I  knew  of  any  charge  on 
tbe  PenoBylTanla  Kailroad  for  a  distance  of  120  miles  that  was  higher  than  oar 
chan^  for  87  miles. 

S,  No;  I  meant  jnst  the  other  way. — A.  No;  I  do  not  know  of  any  rase  where 
gher  charge  Is  made  to  an  intermediate  point. 

Q.  ( By  Mr.  Biplby.  )  Do  yoa  observe  the  long  and  short  hanl  clause? — A.  We 
do;  we  observe  it  not  only  In  interstate  bnainesa,  bnt  in  intrastate  baainess,  be- 
oaase  we  find  it  ia  the  only  convenient  way;  we  can't  have  two  policies. 

Q.  Yon  are  aware  of  the  existence  in  many  parts  of  the  South  of  a  coDtrary 
practice?-~A.  Brought  abont  by  water  competition? 

Q.  By  water  competition,— A.  Yes. 

Q.  Are  yot)  aware  of  snch  violation  of  the  long  and  abort  haul  olanae  in  aay 
territory  north  of  Virginia? — A.  I  am  not. 

Q.  You  said  that  yon  f  onnd  it  better  practice  for  your  road  to  observe  that  seo- 
tion?— A.  Yes, 

Q.  Can  yon  explain  fnrther  what  yon  mean?— A.  It  is  a  disadvantsRe  to  those 
located  on  the  line  of  the  road  and  it  la  a  great  inconvenience  to  the  railroad  com 
pauy  to  have  right  in  the  same  territory  a  different  method  of  making  rates  for 
Interstate  business  and  intrastate  bnslnees.  We  cross  the  State  linee  of  Pennsyl- 
vania and  West  Virginia  some  8  or  S  times:  a  good  deal  of  our  local  business  is 
intentate,  and  we  feel  that  we  wonld  be  going  a  good  deal  ont  oF  onr  wa;;  to  have 
to  adjust  our  mileage  tariffs  ao  as  to  malie  a  higher  rate  to  a  point  just  within  the 
State  than  to  a  point  a  mile  beyond,  .iost  withont  the  State,  It  wonld  be  a  disad- 
vantage to  the  coromnnit^,  and  in  that  way  a  disadvantage  to  tbe  railroad  com- 
eny,  for  I  hold  that  the  intereeta  ol  the  two  are  mutual,  and  that  if  we  do  any- 
ing  that  disadvantagee  any  particalar  community  or  any  set  of  shippers  it 
redotinds  to  tbe  injury  of  tbe  railroad,  and  not  to  the  benefit  of  it  in  any  way, 
shape,  or  form. 

Q.  Wonld yOD  say  that  that  as8ertionisuniTersaliQitBappliCBtion?—A.  Itblnk 
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Q.  Can  joa  conceive  of  a  case  where  it  might  be  to  the  intereet,  temporarily  we 
wiUaaf,  of  a  railroad,  or  the  particnlat  mana^rof  a  railroad,  to  bnildnp  certain 
towns  or  sections  at  the  e  ^pense  of  othera? — A.  I  caa  conceive  of  Ita  being  to 
the  Interest  of  a  railroad  to  baild  np  a  town,  bat  not  at  the  expense  of  othera. 
W«  wonid  be  very  glad  at  certain  local  points  npon  onr  road  to  offer  indncemeats 
to  large  eBtablishments  to  locate  there.  We  wonid  not  pick  ont  anjr  partlcnlar 
place  or  particalor  town  for  them  to  locate  in,  bnt  if  a  large  concern  came  to  ns 
and  Bald.  "We  want  to  pntnp  a  factory  at  this  polut;  what  will  yon  do  for  as?" 
we  wonid  be  very  glad  to  aid  them  in  every  reasonable  way. 

<j.  Wonid  the  conditions  be  the  same,  however,  if  that  luge  establishment  were 
a  jobbing  honse— wholesale  distribnterB  of  prodncts— rather  than  a  factory? — A. 
I  do  not  itiink  it  wonid  make  mnch  difference. 

Q.  Mlf^ht  it  not  be  to  tbe  interest  of  that  town  <o  absorb  end  control  the  whole- 
sale bnsiness  of  a  large  section,  and  might  not  the  other  towns  be  injured  if  apeciui 
or  pecollarly  low  rates  were  granted  to  that  town7^A.  We  wonid  not  meet  the 
case  by  naming  special  rates  for  their  prodnct.  We  might  do  this:  We  might 
say.  "We  will  go  to  theeipenseof  pnttitigina  siding  for  yon, ''or  "We  will  make 
a  special  rate  on  yonr  bnllilingmaterial  to  erect  yonreetablishmHitt."  bnt  it  wonid 
be  a  direct  discrimitiation,  to  my  mind,  if  that  eatablishment  got  rates  not  given 
to  similar  eetHblishments  on  the  line  to  other  points.  That  we  would  not  do.  I 
do  not  know  of  any  practice  or  that  kind. 

Q.  Id  that  not  thetrne  effect  ot  the  basic  point  Hystem  of  the  Sonthem  States, 
to  bnlld  up  certain  t  iwns  at  tlie  expense  of  intermediate  territory?  Allowing  that 
there  is  jttHtification  at  the  ontset  in  the  existence  of  water  competition,  is  not 
that  the  effect  of  the  system?— A.  I  am  not  tami  iar  with  the  etI'ectB  npon  the 
Sontbem  States  of  the  policy  pnrsned— of  the  prtssent  basis  of  rates. 

Q.  Yon  referred  to  "cotnmodiiy  rates"  a  little  while  ago.  What  do  yon  mean 
by  commodity  rates? — A.  The  rates  on anch  articles  aelnmber,  coal.  iron,  pig  iron, 
articles  of  that  kind  that  could  not  be  handled  or  moved  in  large  ijnantitieB  under 
class  rates. 

Q.  Have  yon  ever  beard  of  the  inclnslon  of  special  commodities,  of  special 
products  nnder  the  head  of  "commodities,"  whicn  were  not  in  bulk;  thnt  is  to 
say,  are  commodity  rates,  so  called,  ever  made  a  cover  for  granting  lower  classifi- 
cation on  certain  classes  of  goods?— A.  Fur  grantiDg  a  lower  rate,  yes;  they  piao- 
tically  go  in  a  lower  classification. 

Q,  That  is  to  say,  commodities  which  might  be  classed  as  nMrchandise  other- 
wise are  taken  out  of  the  classified  aeries  and  named  as  commodities?— A.  Yes. 

Q.  So  that  the  expression  ''commodity  rate"  does  not  necessarily  app'y  to  send- 
ing Inmber  or  bricks,  bnt  it  means  any  rato  which  is  made  special  for  that  com- 
modity?—A.  Any  rate  that  is  made  ontside  of  the  ordinary  merchandise  classifi- 
cation. 

Q,  Are  snch  commodity  rates  on  merchandise  more  frequently  made  now  than 
tbny  were?  Is  the  practice  common  at  all?— A,  There  are  a  great  many  commod- 
ity rates,  bat  as  compared  with  some  years  ago  there  has  been  a  very  grsat  reduc- 
tion; an  immense  number  has  lieen  vriped  out, 

Q,  To  which  classification  is  yonr  road  subject?— A.  The  official  classification 
as  a  rule.    The  goathern  freight  classification  applies  to  some  territory  south. 

Q.  What  are  the  differences  between  those  two  classifications  in  the  main? — 
A.  There  are  very  considerable  differencee,  and  it  would  be  hard  to  state  off- 
hand what  those  differences  are.  I  think  myself  as  a  mie  the  sontbem  classifi- 
cation is  higher  tbac  the  official,  althongh  there  are  cases  just  the  reverse;  but  I 
should  suppose,  taking  it  as  a  whole,  that  articles  are  classified  a  little  higher. 

Q.  Is  it  more  complex,  more  intricate,  than  the  official,  or  the  reverse? — A.  I 
think  is  is  more  complicated. 

Q.  Can  yon  assi^  any  reason  in  the  nature  of  the  railroad  basiuess  why  this 
should  necessarily  be  so?— A.  There  is  a  very  decided  advantage  in  a  uniform 
classification. 

y.  For  the  conntry  at  large?— A.  For  the  country  at  large,  very  decided;  bnt 
even  with  a  uniform  classification,  on  account  of  tiia  varying  cfaarBct«r  of  the 
traffic,  it  would  not  work  satlsfHctorily  in  all  sections:  and  I  take  it,  wiUiont  hav- 
ing had  anything  to  do  with  the  making  of  the  southern  classification,  that  tbe 
reason  it  is  adhered  to  is  because  thev  consider  that  it  answers  the  pnrposesof  the 
traffic  to  and  from  their  section  much  better  than  the  official  olaesification  would, 
although  personally  I  would  be  very  glad  to  see  a  uniform  classification  applicable 
everywhere. 

Q.  What  is  the  general  attitude  of  traffic  officials,  so  faros  you  know, respecting 
the  desirability  of  a  uniform  classification?- A.  I  think  they  would  all  agree  that 
a  uniform  classification  is  deeirnble. 

Q.  Is  there  a  noticeable  tendency  iu  that  direction? — A.  The  official  olasaificft- 
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tion,  as  yon  are  awtire,  was  the  retmlt  of  the  eodeaTOr  to  seuare  nniformity  in 

olaeeiflcatloii. 

Q.  Are  the  otBcial,  tha  weatem,  and  the  aonthem  claeeificationa  becotnin(c  more 
nnifonn,  or  are^ey  tendinK  to  draw  apart? — A.  I  think  that  each  is  aboat  holding 
its  own.    There  may  be  a  sTight  tendency  to  get  together  in  some  caaae. 

Q.  Would  there  be  any  specific,  any  inherent  difScnlty  from  the  railroad  point 
of  Tlew  in  the  application  of  a  nniform  closaification  lor  the  entire  connb'y  as 
regards  the  handling  oF  traffic  and  makinicof  ratee?  Will  yon  anggeetsuch  objec- 
tioDS  aa  they  eiist?— A.  I  do  not  know  of  any  objection.  I  think  it  would  be  a 
godsend  to  the  railroads  it  we  conldbave  a  nniform  classilicationapplicableerery- 
where.  It  10  a  very  diflicnlt  matter  to  know  what  a  rate  is  where  two  or  three 
classiQcations  apply,  although  thig  is  not  troe  to  the  same  extent  that  it  was  some 
years  ago  when  we  nsed  10  or  IS  different  claasiticatioiiB. 

Q.  In  making  a  rate  from  official  territory  into  aonthem,  which  guTema? — A. 
To  cortain  eou&em  territory  the  southern  claaaification  governs,  ana  to  territory 
which  ia  govertied  by  tmnk-ltne  conditions  the  official  claasiflcation  appllOB. 

Q.  To  what  territory  do  yon  tefer? — A.  Fat  instance,  via  southern  lines  operat- 
ing into  East  St.  Louts  or  that  territory  the  oHicial  classification  applies.  There 
are  some  exceptions;  I  am  not  sure  exactly  how  they  are  limited.  I  only  know 
that  as  far  as  the  all- rail  lines  are  concerned  and  in  our  own  territory  the  official 
dassification  applies  excepting  to  certain  exclusively  so-called  southern  territory. 

Q.  Thtt  clsBsUication,  as  now  drawn  up,  is  made  without  participation  of  Bhil>- 
pers,  is  it  not?— A.  The  shippers  have  a  right  to  and  do  make  their  representations 
to  the  clasaification  committee,  either  directly,  or  through  some  traffic  official  of 
gome  road  that  they  are  acquainted  with  and  who  knows  the  groond  for  their 
claims  snd  who  may  be  favorable  to  them,  or  otherwise. 

Q.  WoD.d  it  be  possible  to  lavor  certain  interests  in  the  preparation  of  snch  a 
olaaaification? — A.  It  would  bu  poaaihle. 

Q.  Is  such  a  practice  known? — A.  I  do  not  know. 

Q.  In  your  experience,  what  would  be  thedifficultyin  allowing  superviaioa  over 
snch  classifications  by  the  Interstate  Commerce  Commission? — A.  The  only  diffi- 
culty that  I  conld  see  wonld  be  that  it  wonld  be  similar  to  snpervision  over  the 
work  of  experts  by  inexperienced  persons, 

Q.  (By  Mr,  Ripley.)  Yon  admit,  however,  that  it  would  be  possible  to  make 
up  a  classification  which  should  favor  certain  iutereeta? — A.  It  would  be;  bnt 
fhoee  who  prepare  the  classification  represent  so  many  varying  interests  that  I 
think  it  wonld  not  be  practicable  to  do  it.  It  would  "be  possible,  of  course,  by 
an  agreement  on  the  part  of  all  of  those  engaged  in  making  up  the  clasaification 
to  make  the  claaaification  such  that  it  would  favor  certain  Interests,  but  I  do  not 
think  that  is  at  all  probable.  I  have  never  seen  anything  of  it  in  our  own  tariffs 
or  classification.    I  have  seen  things  that  we  objectod  to. 

<j.  Do  you  have  auythiug  to  do  as  a  traffic  official,  or  does  the  Baltimore  freight 
bnrean  have  anything  to  do.  with  classification? — A.  Mo. 

Q.  Is  yonr  road  represented  upon  the  classitioation  committee?— A.  No. 

Q.  The  preparation  of  such  a  schedule,  then,  is  entirely  independent  of  many 
roads  in  the  country? — A.  It  is;  bntallof  thoauroada,  I  suppose,  judgiugfrommy 
own  experience,  have  not  only  the  right  bnt  are  roquest«a  to  make  suggestions. 
Whenever  there  is  a  change  proposed  in  the  classification  I  always  reoelve  notice, 
with  a  request  to  make  suggestions. 

(^.  Are  such  requests  sent  to  shippers,  so  far  as  yon  know,  or  merchants'  asso- 
ciations or  others? — A,  I  do  not  know. 

Q.  Have  yon  any  knowledge  as  to  whether  they  participate  at  all  in  making  up 
the  classifications,  or  is  it  entirely  done  by  the  railroads?- A.  I  nnderstand  that 
when  the  committee  meets  It  considers  all  the  snggeations  that  are  mads,  not  only 
from  the  railroads,  bat  from  shippers.  Shippers  do  make  suggestions.  I  have  sent 
some  suggestions  as  to  changes  myself  tliat  have  been  t^de  tlm>ugh  me  by 
shippers. 

Q.  (By  Mr.  Kennbdy.)  You  areqnite  famillarwith  thedlfferentclassifications, 
are  yon,  Mr.  Griswold?— A.  I  am  more  familiar  with  the  official  olaaedficatlon, 
u  that  is  the  one  that  we  constantly  nse, 

O.  I  wonld  like  to  ask  yon  if  there  has  been  in  the  jiast  year  or  so  avery  oonsld- 
entble  increase,  a  practical  increase,  in  the  rates  by  changing  articles  from  a  lower 
to  a  higher  classification?^ A.  There  was  a  considerable  change  in  classification, 
bnt  afterwards  a  large  proportion  of  those  aiticlee  were  embodied  in  a  supplement 
to  the  classification,  allowing  a  15  and  SO  per  cent  reduction  from  the  advanced 
classification. 

3.  Is  it  not  true  that  rates  have  practically  been  increased  considerably  In  the 
yearortwo  byohaogesinolaaslficationB?— A.  I  can  not  say  that  there  has  been, 
e  all  around.    There  have  been  some 
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iDcreases  In  the  p&rtlcnlar  respect  of  which  ;poa  apokejast  now; 'bnt.aaarole,  oat- 
Bide  of  that  I  do  not  think  there  has  been  much  advanco  in  the  classification. 

Q.  A  gentleman  who  repraeenteil  the  bnsineee  men  of  New  York  stated  the  other 
day  that  thpre  had  been  a  great  many  snch  changes,  and  he  also  eaidthat  an  exam 
illation  of  the  claseiflcatioii  sheets  will  show  that  in  manjr  instances  the  profits  of 
these  grest  indnstrial  combinations,  or  many  of  them,  were  not  changed  at  all, 
inatancins;  the  International  Paper  Company;  there  bad  been  no  change  made  tliat 
affected  tbem.  Bnt  the  changes  were  made,  as  a  rule,  against  the  small  prodacers 
and  ntaunfactnrers,  and  not  against  the  grea(  indnstrial  combinations.  Can  yon 
Btst«  from  yonr  familiarity  with  the  classification  sheet  whether  that  ia  appar- 
ently ao  or  notf — A.  To  properly  reply  to  a  question  of  that  kind  wonjd  retjUire 
eome  eiaminatioD  particularly  of  theclassification,  with  theobject of  ascertaining 
the  correctnees  of  that  statement.  I  have  not  noticed  anything  of  that  kind  that 
wonld  aEfect  especially  the  smatler  shippers  as  agair?at  the  large  concerns.  There 
have  not  been  many  changes  in  the  paper  rates,  and  my  nnderHtnndtng  of  that 
particular  case  in  that  it  is  due  more  particularly  to  the  fact  that  the  Eastern  lines 
maintain  certain  ratee  to  Western  points  on  paper  ahipments  in  carloads,  and  that 
the  interior  lines,  the  lines  in  New  York,  Pennsylvanis,  and  Maryland,  are  so  lim- 
ited by  reason  of  therates  that  were  mode  from  the  NewEnglandStatee  that  they 
could  not  make  changes.  In  fact,  we  had  at  one  time  to  make  some  reduction  to 
meet  the  New  England  sitnation  and  put  the  shippei-a  in  onr  territory  on  as  favor- 
able a  tooting  08  we  could  in  their  competition  with  New  EnKland  territcHj. 

Q.  <By  Mr.  Farquha.r.  )  You  can  raiae  rates  to  shippers  throngh  claeaiGcation 
without  tonching  yonr  tariff?— A.  Yes. 

Q.  Within  Iste  years,  since  ISSft,  do  yon  think  that  has  been  doneT—A.  I  think 
there  have  been  aoms  advances  in  classification  since  1890,  bat  with  the  exception 
of  the  particular  case  that  Mr.  Kennedy  spoke  of  I  do  not  think  it  has  been  very 
general. 

Q.   (By  Mr.  Kesnkdy.)   I  wonld  like  t 
done.— JL  If  an  article  in  the  olassificatic     . 
in  the  second  class,  the  change  would  have  the  effect  of  advancing  the  rate  from 
that  of  the  third  to  that  of  the  second  class. 

Q.  (By  Mr.  Fari^uhar.)  Yoa  apokc  of  a  sapplemental  achednle.  Was  not  that 
supplemental  schedule  mode  to  equalize  the  inequalities  by  raising  the  rates  with- 
out chanidng  the  tariff? — A.  The  effect  of  the  sapplement  to  the  classification  was 
to  reduce  the  rates  in  many  cases,  and  thna  remedy  some  of  the  ineqnalitiea  of  the 
classification, 

Q.  Withont  making  an  entire  review  of  the  whole  sdiedule? — A.  Yes. 

Q.  (By  Mr.  Kennedy.)  I  want  to  ask  if  uniform  clasaificatlun  is  practicable? — 
A,  It  is  very  desirable.  Whether  it  can  be  accomplished  or  not  is  a  question  that 
has  tiotherea  a  good  many_  railroad  people  and  others,  too,  for  years.  There  have 
been  many  attenmpta  to  bring  it  about,  out  I  do  not  know  whether  it  can  be  done 

Q.  What  are  the  principal  obstaclea  in  the  way  of  uniform  classification? — A. 
The  varying  conditions  in  different  sections  requiring  different  classitications  on 
account  of  the  volume  of  certain  commodities  and  certain  merchandise  in  one 
section,  and  the  fact  that  one  section  may  be  a  producer  of  certain  classes  of  mer- 
chandise to  a  large  extent.  A  railroad  can  anord  to  take  a  large  bnaineaa  on  a 
little  lower  basis  than  a  road  in  another  section  that  has  a  carload  where,  in  the 
first  section,  we  will  say,  the  road  may  have  a  hundred  carloads.  The  conditions 
are  ao  varying, 

Q.  Those  obstacles  of  that  kind  seem  to  be  almost  inaurmonn  table,  then?— A. 
Afl  far  as  I  can  see,  they  are,  up  to  this  time.  It  is  not  so  much,  it  seems  to  me,  a 
raconoiling  of  the  railroads  us  it  is  a  reconciling  of  the  existing  conditions  in  the 
dlffwent  sections  of  the  country. 

Q.  (By  Mr.  Ripley.)  How  is  the  rate  on  coal  used  by  manufacturers  to  Balti- 
more fixed?  Can  ^on  state  what  the  rate  on  coal  from,  we  will  say,  the  West  Vir- 
ginia and  Virginia  fields  is? — A,  The  rate  is  SI.-IS  from  the  Cumberland  and 
we  West  Virginia  Central  coal  fields  to  Baltimore  by  the  Bcdtimore  and  Ohio 
Bailroad. 

Q.  Withont  distinction  as  to  distance?- A.  Yes, 

Q.  That  Is,  from  all  places  in  that  soft^coal  field  the  rate  is  the  same? — A,  No; 
th^  is  a  territory  beyond  that  section— I  forget  what  it  is  called — from  whitJi 
the  rates  are  higher  and  also  the  gns-coal  field. 

Q.  Is  that  because  there  is  a  difference  in  the  quality  of  the  coal  or  because  of 
the  distsncs?  How  does  the  rate  on  coal  from  those  fields  to  Baltimore  and  that 
from  the  same  fields  to  Philadelphia  compare?— A.  I  understand  that  they  are  the 
same.  I  would  like  to  say  that,  while  we  are  a  carrier  of  thnt  material  asan  inter- 
mediate line,  the  business  in  our  (>ase  originates  on  the  Baltimore  and  Ohio  Rail- 
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road.  I  do  not  think  I  am  as  familiar  with  the  conditioiis  and  the  methods  and 
proviBJonif  for  the  niahinf;  of  rates  as  i  should  be  to  answer  thnee  t)Qe8tionB. 

Q.  Btlttheratoistheaame,  whetberit  is  to  Philadelphiaor  to  Baltimore? — A.  Yes. 

Q.  Does  not  that  occasion  BomscompIaiDt  In  Baltimore^— A.  I  think  it  does  not. 
The  matter  was  taken  np  bj  one  of  the  papers,  and  aa  it  dropped  Uie  subject  1 
enppose  it  saw  that  if  the  contention  and  the  methods  OS  snggeeted  were  carried 
ont  logicallr  it  wonld  work  in  some  cases  to  the  direct  Injnry  of  Baltimore  ae 
against  Philadelphia. 

(j.  In  what  wajV— A.  Byreaeon  of  Philadelphia  havinglta  own  coal  flelde,  with 
■ome  lines  as  ahcot  to  Philadelphia  and  longer  to  Baltimore. 

Q.  In  other  words,  Philadelphia  enjoys  tne  same  rate  as  Baltimore  does  to  the 
coal  fields  tribntary  to  yon  becanse  she  has  other  fields  from  which  draft  might 
be  made?— A.  Yes,  and  the  rate  is  the  same.  If  I  was  repreeenting  the  Baltimore 
and  Ohio  Railroad.  I  shonld  say  that  the  rate  to  Philadelphia  was  made  the  same 
as  to  Baltimore  becanse  of  the  fact  that  the  rate  from  the  Pennsylvania  fields  ia 
the  Rsme  to  Philadelphia  as  the  Baltimore  and  Ohio  rate  is  to  Baltimore,and  that 
while  it  brinais  business  to  the  Baltimore  and  Ohio  Rail roail  to  engage  in  tbe  Phila- 
delphia traffic  it  does  not  hnrt  Baltimora 

Q,  In  other  words,  if  they  raised  the  rate  to  Philadelphia,  coal  wonld  come  from 
Other  points? — A.  If  tbi;y  raised  the  rateto  Philadelphia,  they  wonld  not  hanlany. 
The  Pennsylvania  wonld  haul  all  the  coal  to  Philadelphia. 

Q.  Hare  you  any  itnowledfie  aa  to  the  relative  proj-ortion  of  soft-coal  tonnMe 
In  Philadelphia  from  the  two  fieldn.  tbe  Penniiylvania  and  the  Bonthern?  Is  the 
proportion  increa-ing  from  the  West  Virginia  and  tr.batary  coal  fields? — A.  1 
think  It  is,  but  I  am  merely  jodging  from  onr  own  traffic  in  connection  with  it.  I 
have  no  statistics  at  all.    I  am  speaking  merely  from  observation. 

Q,  You  make  a  throngh  rate  from  Baltimore  to  Northern  po:te — Boston,  for 
instance— on  coal?— A.  1  have  nothing  to  do  with  that  at  all.  1  am  not  familiar 
with  that  (ineHtJon. 

Q.  Are  through  rates  made  to  Northern  ports  by  combined  rail  and  water  throngh 
Baltimore?— A.  Yes. 

Q.  What  is  tbe  principle  of  division  that  Is  nnnally  accepted?  Is  there  any 
mle?— A.  I  do  not  think  there  ia  any  rule.  I  think,  like  all  water  freights,  they 
Tary  as  far  as  the  water  rates  are  concerned. 

Q.  It  was  testified  before  this  commission  a  few  days  ago  that  Baltimore  enjoya 
a  distinct  advantage  bflow  New  York  on  west-boand  traffic  as  well  as  east-bonnd. 
Isthateo?~A,  You  are  speakii^  abont  merchandise? 

6.  About  merchandise. — A.  Yes. 

Q.  What  is  the  differential  in  that  case?— A.  1  thinkit  is,  firstclossScents.and 
from  that  down  to  3.    I  think  it  i:;  S  cents  on  sixth  class. 

Q.  By  which  yon  mean  if  the  rate  on  a  certain  coimnodity  first  class  from  Nsw 
York  is  00  cents  to  Chicago,  the  rate  from  Baltimore  is  42?— A  Yea. 

S.  In  other  words,  yon  enjoy  an  8  cent  lower  rate?— A.  Yes, 
.  Does  not  this  give  Baltimore  a  distinct  advantage  la  the  importation  of  prod- 
acts  from  abroad?— A.  1  do  not  know  that  it  does.  As  1  aaid  some  little  time  ago, 
there  are  so  many  conditions  surrounding  transportation  and  traffic,  merchandise 
business,  and  commerce  outside  of  tiie  actnal  freight  rate  that  a  low  Ireight  rate 
from  a  given  point  might  not  be  attractive  at  all  to  a  shipper  ae  compared  with  a 
higher  rate  Irom  some  other  point. 

<^,  Will  you  specify  some  of  these  conditions  which  might,  for  instance,  make 
It  not  to  the  advantage  of  a  shipper  to  go  through  Baltimore  to  Chicago  when  he 
conid  get  a  rate  of  42  cents  instead  of  5U?— A.  Yea.  The  lari;er  nnmber  of  regular 
BteamsniplineepIyingbetweenNewYorkandforeignports  — andnotonlyof  regnlar 
lines,  but  of  tramp  steamers- where  ocean  rates  might  be  made,  and  sometimee 
are  made,  lower  than  to  Baltimore,  which  ocean  rate  iti  connection  with  the  inland 
ratemljfht  lielowertban  the  ocean  rate  via  Baltimore  incounection  with  the  inland 
rate.  For  e  ample,  we  will  take  Liverpool:  Suppose,  without  any  regard  for 
actual  fignres  or  market  figures.  ■  steamship  line  made  a  rate  of  20  cents  from 
Liverpool  to  New  iork  and  of  BO  cents  from  Liverpool  to  Baltimore  on  some  Chi- 
cago bnslness.  The  advantage  in  favor  of  New  York,  leaving  out  any  other  coa- 
ditions,  would  lie  2  cents  a  hundred  poiinda  on  first  claxs. 

Q.  Ordinarily  the  rate  is  the  same  from  Liverpool  to  Baltimore  as  from  Liver- 
pool to  New  iork  by  water?— A.  Generally  about  the  same,  although  there  are 
oases,  especially  where  they  are  looking  for  bnaiuess,  where  there  are  special  rates. 

Ki-  You  spoke  some  time  ago  about  redacing  tbe  differential.  What  did  yon 
mean?- A.  Imeant  that  the diSerential  from  Chicago  was  reduced  now  to  li  cents 
on  export  grain,  whereas  it  used  to  be  3  cents. 

Q.  Itnsed  tobeB  lentsand  wasTeducndtol^?— A.  Yes. 

Q.  To  what  extent  do  Baltimore  mercbante  compete  with  New  York  merchants 
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in  middle  and  soatliwaBtenk  territory?  Aie  the  rtitw  bo  fashioned  at  all  b«  to 
enable  a  lar^  or  considerable  development  in  this  diroctioii?— A.  T  think  Balti- 
more's princiMl  trasinesa  is  in  the  sontheaetem  territory. 

Q.  (ByMr.KBNNEDY.)  Are  yon  familiar  with  the  wa  et  rates  down  the  ooost?— 
A.  Oohand  I  conld  not  toll  yoa  the  conditions,  bnt  of  conrHe  we  are  iioveraed  by 
them. 

Q.  Is  the  rate  by  water  from  Baltimore  down  the  coast  to  a  coast  place  reached 
by  one  of  these  Sottthem  railroads  practically  the  same  by  water  as  by  rail,  or  is 
there  aoy  great  difference  between  them? — A,  We  find  that  the  water-line  ratae 
are  very  mach  lower  than  onrs. 

Q.  And  the  steamship  lines  are  not  coniroUed  by  the  railroade  that  ^  into  the 
same  territory  in  the  matter  of  ratee? — A.  No:  I  know  that  if  the  rail  lines  did 
control,  in  many  cases  the  diflferentials  wonld  be  done  away  with  entirely,  becaoM 
the  reason  for  thoee  differentials  no  longer  exists  in  onr  opinion  from  a  railroad 
standpoint, 

Q.  But  they  do  exist?— A.  They  do;  bnt  there  are  some  eioeptlons  sa  to  tbeix 
application 

U.  Can  yon  say  what  the  diifeTeoce  is  lietween  rft'l  rates  and  water  rates  from 
Baltimore  to  a  Southern  coast  town?— A.  That  is  bard  to  state,  becanse  there  are 
very  large  and  very  considerable  differences.    I  forf^ethow  those  differentialsmn. 

(^.  But  yon  say  from  the  railroad  point  of  view  there  is  no  reason  why  there 
shonld  be  those  differences  in  the  rates?— A.  That  is.  to  common  territory  I  think 
they  shonld  not  exist.  I  know  that  other  railroad  traffic  officials  have  said  the 
some. 

Q.  Can  yon  say  why  they  should  not  be?— A.  The  reason  why  diSerentiala 
between  the  water  and  rail  lines,  we  will  say,  from  Baltimore  to  certain  Sonthem 
territorywere  allowed  was  because  of  inanrance,  andit  isciaimed.  thedisadvantage 
'  to  the  business  in  handling  and  the  poorer  time  made.  The  water  lines  Insure 
now  and  the  shippers  do  not  liaveany  insurance  to  pay.  They  make  jnstabont  as 
Kood  time  as  the  rail  lines,  and  therefore  we  feel  that  there  is  really  no  difference 
in  the  serrice. 

Q,  Yon  feel  that  there  is  no  difference  In  the  coet  of  the  service:  yon  mean  to 
the  different  transportation  linee,  water  and  the  rail? — A,  I  do  not  suppoae  there 
is  much  difference;  there  wonld  be  some.  While  I  am  not  familiar  with  steam- 
ship and  steamboat  [inestions  1  know  that  the  water  lines  have  more  handling  at 
vharves  than  the  rail  lines,  but,  on  the  other  band,  they  have  water  transportation 
for  a  portion  of  the  way,  which  is  much  cheaper  than  rail  transportation. 

S.  Are  there  any  linee  down  the  coast  that  are  owned  and  controlled  by  the 
roads  that  go  into  the  Southern  country?— A.  I  do  not  know  of  any  from  onr 
section,  from  Baltimore. 

S,  (By  Mr.  Ripley.)  Is  the  Old  Dominion  Line  entirely  Independent  of  the 
roads? — A.  Ido  not  know;  Inever  supposed  or  understood  that  it  was  actually 
controlled  by  any  ownership  of  the  railroads,  although  I  do  not  know  at  all. 

Q.  Do  you  mean  to  say  that  the  rates  ttetweeii  Baltinioreand  Boston  by  rail  and 
by  rail  and  water  are  iippreciably  different  at  the  present  time?- A  1  do  not  think 
that  Question  came  up  before.    It  was  the  Southern  points  we  were  discussing. 

(^.  Would  that  same  condition  apply  to  Boston?  Is  there  a  differential  allowed 
to  steamship  lines'— A.  1  think  the  rates  of  the  Merchants  and  Miners'  Line 
between  Baltimore  and  Boston  are  lower  than  the  all-rail  ratas  between  Baltimore 
and  Boston.    I  am  not  sure  about  that.    That  is  not  in  the  direction  of  oar  traffic 

Q.  Ui)  and  down  the  coast,  then,  either  north  or  south,  the  steamship  lines  enjoy 
the  privilege  of  charging  lower  rates?- A.  Yes. 

y.  Is  there  actual  water  competition,  to  your  knowledge,  at  interior  points  on 
the  Sonthem  rivers  which  might  have  communication  down  those  rivers  oy  water 
with  the  ocean  steamers  along  the  coast?— A.  At  Memphis  and  points  like  that? 

tj,  Atjoints  liiteMemphia, or  Mhcou,  or  Montgomery;  I  mean  interior  pointe. — 
A.  At  Memphis  there  is.  decidedly.     I  think  at  all  those  points. 

Q.  Actual  water  com [letition —that  is,  steamers  to  ply  up  and  down  thoee 
rivers?— A.  Oh,  you  menu  via  the  rivers? 

Q.  lamrefemngto  therivera.— A.  No;  I  do  not  know  of  any.  Ib^yonrpar- 
dou.  I  thought  yon  were  referring  to  the  coast  steamers  to  and  from  the  South- 
ern porta  into  the  interior.     I  donot  know  of  any  competition  of  that  kind. 

Q.  You  know  of  no  lines?— A.  No;  I  do  not  know  of  any  such  river  lines. 

Q.  Is  not  the  jastification  for  the  lower  rates  given  to  many  towns  and  cities 
based  on  the  assumption  ttiat  there  is  water  competitiaa  from  Northern  ports?- 
A,  I  never  knewof  the  rates  being  based  upon  anch  interior  river  competition.  By 
water  comi>etitiou  we  have  always  understood  the  meaning  to  be  the  coast  steam- 
boat lines  in  connection  with  rail  lines  from  the  Siuthern  ports. 

Q.  There  is  not  snppoeed  to  be  any  actnal  active  competition  up  those  rivens, 
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making  through  water  rates  from  Northern  points  to  those  interior  oitieo?— A.  I 
have  never  seen  any  froai  onr  territory. 

Q.  Does  any  cotton  come  north  to  ^Itimore?— A.  Yee. 

U.  Ton  mean  for  esport?— A.  The  Baltimore  and  Ohio  hanls  cotton  through 
BaltimoTe, 

t.  Have  yon  any  knowledge  of  the  rates  charged  on  it?— A.  No. 
.  Does  any  cotton  go  through  Baltimore  to  New  England  points  by  rail? — A. 
onid  think  it  would  tbroogh  the  Baltimore  and  Ohio  Railroad  and  the  lines  via 
Waahington. 

Q.  Have  yon  any  knowledge  of  the  differenoe  between  the  Baltimore  rates  and 
the  Norfolk  rates?  Is  there  any  active  competition  in  carrying  cotton  to  New 
England  through  the  lines  whicn  center  at  Pinners  Point  or  Norfolk?— A.  1  will 
have  to  ask  yon  a  question;  E>o  yon  mean  by  through  Baltimore  the  same  aa 
through  Pinners  Point? 

Q.  Ye&^A.  That  is,  that  the  cotton  is  brought  to  the  seaboard  by  rail  and 
thenoe  via  water  to  Boston? 

Q.  Yee.— A,  There  is,  1  think,  much  more  brought  through  Pinners  Point 
thui  through  Baltimore.    I  do  not  think  there  is  mnch  via  Baltimore. 

_Q,  What  is  the  difHciilty  in  shipping  through  Baltimore?— A.  I  am  not  familiar 
with  that.  Bnt  there  is  only  one  regular  steamship  line  from  Baltimore  to  Boa- 
ton,  and  that  is  the  Merchants  and  Miners. 

Q.  They  do  not  carry  any  cotton?^A.  I  do  not  think  they  do. 

Q.  Whatis  the  class  of  merchandise  nsually  carried  north? — A.  Itlsyerymixed, 
varied;  bnt  I  am  really  not  competent  to  answer  thoee  qnestionB  about  the  Mer- 
chants and  Miners'  Line  and  tbeir  business. 

S.  The  point  I  wani  to  bring  out  is  this:  Whether  the  growth  of  Pinneta  Point 
of  Norfolk  has  affected  in  any  way  the  commerce  through  the  port  of  Balti- 
more?— A.  I  am  not  prepared  to  answer  that  question. 

Q,  (By  Mr. Kennedy.)  1  want  to  aek  one  question  abont  Eagerstown.  Ibelieve 
yon  said  there  is  one  line  that  is  87  milee  long  from  Hagerstown  to  Baltimore,  and 
another  104,  and  another  158.  I  would  like  to  aakyou  whether,  if  all  three  of  uoae 
roads  come  practically  nader  one  management— I  nnderetand  that  two  of  them 
are  now^wnat  will  be  the  effect,  so  far  as  Hagerstown  and  Baltimore  traffic  U 
concerned?  Will  it  go  over  the  one  lino?— A.  I  slionld  say  that  is  goewing  a  little. 
I  do  not  know  what  the  policy  would  be  under  those  circumstances.  In  all  prob- 
ability I  shonld  think  that  the  business  wonld  be  taken  by  the  shortest  line;  but, 
at  the  same  time,  each  of  those  three  lines  have  different  locations  in  the  citv,  and 
there  is  certain  basiness  that  ooe  line  gats  now  as  against  the  others  that  is  simply 
due  to  location.  It  is  more  couvenient  for  the  shipper,  becaose  the  time  Is  about 
the  same  by  all  three;  the  longer  line  has  to  make  good  deal  better  time  to  make 
delivery. 

(j.  la  there  too  much  railroad  convenience  between  Baltimore  and  Hagerstown 
from  a  railroad  point  of  view?  We  have  heard  a  great  deal  about  this  extrava- 
gance of  paralleling  lines,  etc.  I  would  like  to  ask  yon  whether,  in  your  opinion, 
Uiere  is  more  railr^d  facility  between  Hagerstown  and  Baltimore  than  is  neoes- 
aary  for  the  Hagerstown  and  Baltimore  business?— A.  Oh,  yea.  The  whole  hual- 
ness  of  that  section  could  be  bandied  by  one  railroad. 

S,  Are  theyeeparatolinee?  They  are  not  main  lines  at  all,  either  the  Baltimore 
Ohio  or  the  Pennsylvania,  that  yon  speak  about?- A.  No;  the  Baltimore  and 
Ohio  reaches  Hagerstown  through  a  branch  line  some  24  miles  from  the  main  line. 
The  Western  Maryland  is  amain  direct  line.  The  Pennsylvania  is  via  the  Northern 
Central  division  and  the  Cumberland  Valley  road. 

Q.  Would  it  be  an  object,  in  case  all  these  three  roads  come  under  one  managa- 
ment,  to  let  one  or  more  of  the  lines  fall  into  disuse  altogether,  or  any  parte  of 
one  or  more  of  those  lines? — A.  1  do  not  see  how  they  could.  There  is  other  busi- 
ness, much  greater  business,  in  various  other  sections  entirely  independent  of  the 
fact  of  thrsethreelineernnning  there,  that  would  have  to  beconserved,  and  which 
would  maintain  the  lines. 

Q.  (By  Mr.  KlFLEY.)  You  said  sometime  ago  that  the  last  time  of  which  yon 
baa  knowledge  of  rates  being  cut  was  at  the  cloee  of  lost  year.  Isitnottme 
that  in  the  autumn,  when  a  great  deal  of  grain  is  moving  east  there  is  a  strong 

incentive  to  cut  rates  in  order  to  fill  tlie  empty  cars  west  bound?    Is  not  that 

A.  (Interrupting,)  Well,  theoretically  there  is.  But  I  do  not  think  that  that  cnta 
much  figure  when  it  comes  to  cutting  rates.  I  think  it  is  more  dne  to  the  anxiety 
of  the  solicitors  to  secnre  business.  I  do  not  think  they  consider  much  the  fact 
that  tiie  cars  are  going  west  empty, 

Q.  Have  yon  heard  of  snuh  a  thing  as  a  rebate  sheet?— A.  I  do  not  know  what 
is  meant  by  a  rebate  sheet.    I  know  what  rebates  are. 

Q.  Have  you  any  protection  against  a  shipper  where  you  suppose  be  ia  nUa- 
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claasi^nK  goods?  Would  it  pa^  yon  ever  to  call  for  an  JnTeatig&tion? — A.  Yon 
mean  eimilar  to  intrpectioa? 

Q.  ^«a:  tliatis  tosay,  are  7on  not  bonndnenallf  bythedamificutionand  sped- 
flcation  which  the  shipper  makes  of  the  goods? — A.  Yes.  Ah  a  mle  onr  agents 
and  onr  receiving  clerka  are  supposed  to  watch  oloeely  and  see  that  the  articles 
conform  with  the  invoice  fninlsned.  bnt  they  can  not  know  what  the  hidden  con- 
tents of  the  cases  ore  withonl  examination,  of  conrse. 

Q.  If  yon  were  too  particnlar  abont  that  would  not  the  shipper  be  likely  to  send 
Mb  goods  by  another  road  sometimes?— A.  If  one  line  baa  inBi>ection  and  another 
has  not,  a  shipper  wonld  be  very  likely  to  ase  the  line  that  has  no  inspection. 

Q.  Have  yon  an  iuspectlon  bnrean  at  Baltimore? — A.  We  have  not.  Notiiing 
outside  of  onr  own  ugents. 

Q.  Does  each  line  maintain  its  own  inspection  agents  at  Baltimore?— A.  No; 
there  is  an  inspection  bureau  in  connection  with  the  Baltimore  and  Ohio  and  the 
Pennsylvania  railroads,  bat  I  think  that  has  not  been  extended  to  any  other  lines 
out  of  Baltimore  as  yet. 

Q.  As  a  niatt«r  of  fact,  then,  the  shipper  Is  put  upon  his  own  honor  in  olasBitying 
goods?— A.  Yes. 

Q.  And  by  the  shlppt^  making  misclasaificationB  and  by  aoqnimcence  In  them 
by  the  railroad,  rates  mightbepractically  cut,  might  they  not? — A.  They  could  be. 

Q.  Have  yon  any  knowledge  of  roads  which  are  coofeesedly  not  too  particular 
In  that  respect? — A.  No;  the  lines  with  which  we  come  in  competition  have  tlieir 
inspection,  and  onr  instructions  to  onr  own  people  are  to  inspect  carefnlly. 

Q.  Would  there  be  anyadvantage  in  sabjecting  gnob  insp«^on  to  Qovemment 
control  in  any  way,  and  having  insi>ectors,  as  they  are  appointed  in  the  Western 
States,  for  grain  and  other  traffic,  to  see  that  the  classification  corresponds  exactly 
to  the  goods  contained?— A.  Under  certain  conditions,  I  think,  at  least  it  wonla 
save  the  railroads  the  expense  of  doing  the  inspecting. 

Q.  Would  it  not  insure  the  eqnal  treatment  of  all  shippers,  aapposing  the  sys- 
tem worked  honestly?- A.  I  think  it  would,  and  I  think  the  present  method  of 
inspection  insures  eiiiual  treatment  The  inspectors  do  not  know  who  shippera 
are,  and  they  are  changed  about  from  station  to  station. 

<^.  (Bv  Mr.  Kennedy.)  Have  the  jobbing  merchants  of  Baltimore  any  just  com- 
plaint that  they  are  not  eiiually  favored  with  New  York  and  Philadelphia  mer- 
chants as  far  as  railroad  rated  are  concerned? — A.  I  do  not  think  they  have.  That 
is  a  pretty  broad  question. 

Q.  (By  Mr.  LiTCHMAN.)  Is  there  any  complaint  that  there  Is  discriminatioti  in 
favor  of  Baltimore  at  tbe  expense  of  New  York  and  other  jobbing  points? — A.  I 
do  not  know  of  any.  Periodically  there  are  complaints  on  the  part  of  Baltimore 
of  discrimination  in  favor  of  some  other  points,  and  I  see  the  same  complaints 
periodically  of  other  points  regarding  discriminations  in  favt^  of  Baltmiore. 
Sometimes  the  complaints  come  ont  in  Philadelphia  and  sometimes  in  Baltimore. 

Q.  That  is  due  more  to  temporary  conditions  rather  than  to  permanent  condi- 
tions?—A.  I  think  so. 

Q.  (By  Mr.  Ripley.)  Wbat  would  be  the  eSect  if  the  New  York  Central  and 
the  Pennsylvania  railroads  shonld  bring  their  rat«8  down  on  east  and  west  bonnd 
freight  to  the  level  of  the  Southern  ports — Chicago  rates? — A.  I  think  the  effect 
would  be  to  injure  Baltimore  business  very  conaiderably. 

Q.  And  correspondingly  inure  to  the  advantage  of  those  other  cities! — A.  Yea. 

Q.  Would  there  be  any  remedy  open  to  Baltimore?— A.  I  do  not  know  of  any 
excepting — I  donotknow  of  any  remedy.  I  was  goingtosayexoept  that  of  bring- 
ing Baltimore  np  to  the  same  financial  basis  and  giving  her  the  same  facUitiee  for 
dinng  bnsinees  on  a  large  scale  and  all  those  coniStlons  that  New  York  enjoys. 

Q.  Any  attempt  of  that  kind  would  be  met  by  cutting  ratee  ou  the  Biltuaota 
and  Ohio  and  the  other  roads,  wonld  it  not?— A.  Yea. 

Q.  Snppose  the  Baltimore  and  Ohio  is  oontrolled  entirely  b^  the  Pennsylvania 
Rulroad.  would  it  not  be  possible  for  the  Pennsylvania  Railroad  te  lednce  its 
rates  and  to  add  the  same  to  the  present  Chicago- Baltimore  revenue  and  still  not 
allow  its  rates  to  becnt  under  that  figure,  therebyinjuring  thecity  of  Baltimore?— 
A.  If  all  linee  were  nnder  one  control  that  would  be  possible,  bnt  if  the  Baltimore 
and  Ohio  and  the  Pennsylvania  were  under  one  control  that  would  not  neceesarily 
follow,  becaose  there  are  other  linee. 

Q.  No  control  of  the  Baltimore  and  Ohio  by  the  Pennsylvania  Is  feared  by  the 
cl^  of  Baltimore?— A.  I  have  not  heard  of  any  expression  of  fear. 

Q,  (By  Mr.  KxNNEDY.)  Is  there  any  fear  that  the  practical  control  by  one  man- 
agement or  the  consolidation  of  all  tiie  trnnk  linee  will  bring  abont  an  equality 
between  New  York,  Philadelphia,  and  Baltimore? ~A.  I  have  not  heard  of  any. 

<^.  Did  yon  see  a  dispatch  asserting  this  to  be  practicable?- A.  A  general  oon- 
aolidatioQ? 
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Q.  Yea.— A.  Na 

(j.  Woald  tbere  be  an^  object  whatever  id  brinffiiig  abont  a  general  conaolida- 
tion  with  the  center  of  influence  in  New  York  City? — A.  I  do  not  nee  that  there 
would  be.  It  woa'd  be  simllaT  to  obtaining  control  or  ownerehip  of  all  the  roads 
in  the  conntry  and  ranninK  those  roads  in  the  interest  of  one  point,  which  would 
be  agaiuBt  the  intereets  of  the  railroads  themselves. 

Q.  (By  Mr.  Litchham,  ]  Wonid  not  there  grow  np  oat  of  that  cnnBolidation 
what  would  virtoally  be  a  pooling  of  traffic?~A.  There  might  by  commanltj'  of 
interest  or  b7  the  consolidation  of  lines  be  broaght  abont  a  condition  that  wonld 
leenlt  in  absolute  maintenance  of  rates,  bat  I  do  not  think  it  would  bring  abont  a 
□niformity  of  rates  between  all  Eastern  ports  and  Western  points. 

Q.  Wonld  it  not  bring  about  an  adjnstment  o'  rates  eo  that  there  would  be 
no  unfair  discrimination  as  against  one  port  compared  with  another?— A.  That 
question  of  what  are  fair  rates  as  between  the  different  ports  is  one  that  has  been 
gone  over  and  Htadied  and  worked  ont  by  the  varioos  railroad  lines  in  past  years, 
reenlting  in  the  present  system  of  rates.  The  discriminations,  in  my  judgment, 
have  not  so  much  been  due  to  tariS  rates  in  the  past  aa  they  have  been  to  disre- 
gard of  t»riff  rates  at  different  points. 

Q.  Sacb  a  combination  would  eliminate  sabetantlally  all  compeiition.  so  far  as 
the  United  Stat«s  is  concerned,  wonld  it  not?— A.  I  do  not  see  how  it  woald. 

Q.  If  all  the  lines  running  east  ware  sabetantlally  under  the  control  of  one 
management  in  a  community  of  interests,  wonid  not  that  oonsolidation  eHminate 
Comx>etition?— A,  I  think  the  competition  between  railroads  is  merely  a  percentage 
of  competition.-  There  was  a  time  when  competition  between  two  railroads  or 
between  two  sections  was  due  to  the  fact  that  there  were  two  railroads.  Bui  in 
my  experience,  in  our  local  territory  where  we  hiive  no  other  railroads,  we  feel 
competition,  the  inflnence  of  markets,  indaoemente  in  tho  way  of  facilities  and 
prices  at  various  points,  and  we  have  to  meet  the  competition  of  markets,  if  we 
are  going  to  do  basiness  on  the  line,  as  much  as  we  do  the  competition  of  otbet 
railroads. 

Q.  The  cost  of  transportatiou  enters  very  largely  into  the  cost  to  the  consomer? — 
A.  It  does. 

S.  Is  it  not  trae  that  the  so-called  Vanderbilt  system,  the  Pennsylvania  system, 
the  Baltimore  and  Ohio  system  are  substantially  all  of  the  lines  concentrating 
at  New  York?— A.  They  control  to  a  very  great  extent  the  situation,  although 
there  are  other  lines  that  are  not  controlled  by  tbem  and  that  do  affect  the  rate 
situation. 

Q.  it  is  asserted  thut  the  Baltimore  and  Ohio  and  the  Pennsylvania  are  under 
one  control  and  that  that  control  is  beioK  managed  in  a  community  of  interest 
with  the  Vanderbilt  system.  That  being  the  case,  is  not  the  result  the  elimination 
of  competition  between  thotte  tliree  systems':'— A.  Between  those  three  systems  to 
a  certain  extent,  if  the  iiremise  ia  correct:  but  it  does  not  eliminate  the  competi- 
tion of  markets  or  of  different  sections  ot  the  country  with  one  another. 

^  We  are  discussing  now  the  qneatian  of  transportation  purely:  other  condi- 
tions, of  comae,  affect  all  alike.  Now.  if  that  combiniition  or  a^eement  should 
eliminate  competition  so  far  as  three  systems  are  concerned,  does  it  not  carry  with 
it  the  power  to  raise  ratesarbitrarily  on  those  three  systems  against  the  shipper?- 
A.  TheoTeti(»Uy  it  does,  bnt  I  am  speaking  from  a  practical  standpoint.  I  do  not 
see  bow  a  railroad  is  to  engage  in  tralic  even  if  it  is  controlled  by  some  other  road 
nnlasa  it  meets  market  and  other  conditions  outside  of  railTond  rates.  Perhaps  I 
can  make  clearer  what  1  mean.  If  all  the  reads  in  our  section  were  under  one 
ownership  and  that  ownership  should  eay  "  Pat  your  rates  up  SU  per  cent  in  all 
this  section,"  the  reeait  would  be  to  shut  out  aome  of  the  roads  belonging  to  this 
ownership  from  bnsinees— not  only  thu  one  road,  bnt  all  the  roads  in  that  owner- 
ship. Certainly  that  would  be  very  shurt-sighted  policy,  andit  aeema  to  me  it  wonld 
be  impracticable  to  attempt  to  ignore  conditions  outside  of  the  removal  of  railroad 
competition. 

Q.  Would  that  answer  apply  to  a  general  raise  of  20  per  cent  on  each  of  the 
three  systems  at  the  same  time? — A.  It  wonld.  supposing  that  those  three  syatams 
are  mnnine  to  a  given  point  and  that  there  are  other  sections  of  the  country  that 
are  not  ander  this  control. 

Q.  Those  three  syet«ms  control  substantially  the  entire  transportation,  and  that. 
It  seems  to  me,  wonld  have  a  very  marked  effect  upon  the  control  of  the  bnsineBB 
itself,  wonld  it  not?— A.  It  wonld  have  its  effect. 

Q.  It  wonld  have  a  controlling  effect? -A.  Ves.  it  wonld  hare  a  controlling 
effect;  bnt  anless  the  roads  are  going  out  of  business  and  desire  to  shot  off  oertain 
claases  of  business  they  can  not  pnt  rates  bevond  a  reasonable  fignre.  I  do  not 
know  whether  I  have  expressed  myself  very  clearly.  Suppose  the  Baltdmore  and 
Ohio  and  the  Pennsylvania  Railroad  were  absolutely  ander  one  control  na  to  the 
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territory  throngb  wbicb  they  nm.  There  are  other  Imea  nmnlng  to  other  mar- 
ksts.  If  the  Battimore  and  Ohio  and  the  Pennsylvania  Railroad  by  agreement  or 
control  should  pnt  rates  to  an  Tmreasonable  fignre  to  the  markets  ta  which  they 
transport  freight  and  which  are  open  to  their  territory,  the^  wonld  certainly  be 
torning  a  very  large  amonnt  of  profitable  bodnew  over  to  lines  nmnlng  to  other 
markets,  nnlees  yon  can  go  ho  far  as  to  put  all  the  railroads  in  the  country  ander 
one  coo^ol  and  an  nnreaaonable  advance  made  to  one  market  1b  made  also  to  all 
the  markets  in  the  coontry. 

Q.  Wonld  that  not  be  the  logical  aeqnence?— A.  It  might  be  theoreticatly,  bat  I 
am  spraking  of  the  practical  resnlta. 

Q.  Ess  not  this  consolidation  among  Ibe  railroads  been  brongbt  abont  nnder 
the  plea  that  ralnons  competition  among  the  systems  has  reduced  the  rates  below 
the  proper  compensating  point? — A.  I  l&ink  it  is  more  on  the  ^ronnd  that  rate! 
have  not  been  maintained,  and  with  the  view  to  secnring  a  maintenance  of  exist- 
ing rates  and  economy  of  management  In  the  case  of  the  Baltimore  and  Ohio 
and  the  Pennsylvania,  I  do  not  see  where  the  economy  of  management  wonld 
come  In,  because  they  are  operated  entirely  separately. 

CJ.  Yet,  oven  in  the  Mrritory  covered  by  those  systems,  there  has  been  a  compe- 
tition of  rates  at  timee?^A.  Yes. 

Q.  That  wonld  cease,  necessarily.  If  they  were  under  one  control  or  ooramnnity 
of  ownerBhij>?~A.  It  wonld  for  the  particular  business  and  for  the  particular  tCT- 
ritorj  to  their  particular  market 

Q.  (By  Mr.  A.  L.  HiRRis.)  Is  the  territoryof  the  United  States  divided  (or 
claasincation  purposes  by  the  railroads? — A.  TTbere  is  no  uniform  division.  In 
actnal  practiceoneclaseincation  will  apply  to  one  territory  and  another  to  another; 
but  there  is  no  rule  as  reKards  dividing  territory. 

Q.  There  is  a  Southern  territory? — A.  There  is  a  Southern  territory  that  taJtee 
the  Southern  classification;  there  Is  a  Western  and  Middle  States,  and  New  Eng- 
land territorv  that  takes  the  official  dassification:  there  is  a  different  classification 
in  the  trans- Mississippi  territory. 

Q.  I  understood  you  to  say  that  It  Is  important  that  the  classification  be  as  per- 
manent as  possible.— A.  No;  I  did  not  say  ''permanent;'*  I  said  "uniform,"    ~  * 


I  referred  more  especially  to  the  character  or  the  similarity  of  the  different  clasai- 
ficatioDs.  1  do  not  think  you  ooold  have  a  permanent  classificatiou  because  of 
the  changes  in  conditions,  although  it  would  be  very  desirable,  if  it  were  practica- 


ble, to  contince  a  classification. 

Q.  la  the  country  also  mapped  for  freight  rates?— A.  There  is  a  syst^n.  or  a 
basis,  rather,  of  rates  in  what  is  known  aa  the  trunk-line  territory.  As  I  said 
before,  Chicago  and  New  Tork  are  taken  as  a  basis  and  the  rate  between  them  as 
100  per  cent.  Rates  to  trnnk-line  points  are  based  on  New  York  and  Chicago 
rates,  if  within  or  beyond  trunk-line  territory.  For  Instance,  the  rate  to  Cin- 
cinnati is  87  i>er  cent  and  to  St  Louis  llfl  per  cent,  etc. 

Q.  Is  it  desirable  to  have  steady  rates,  as  far  as  possible?— A.  It  is. 

Q.  The  rat«e  are  fixed,  as  a  rule,  by  experts  in  freight  rates,  are  they? — A.  Yes. 

Q.  AretheysubjecttofrequentchanKes?— A.  No:  the  class  rates  are  very  steady. 
There  has  not  been  a  variation  in  the  class  rates  for  a  good  many  years, 

Q.  Do  yon  believe  it  would  be  important,  both  for  the  producer  and  consumer 
as  well  as  ti  the  shipper,  that  rates  should  be  steady? — A.  Yes. 

Q.  la  that  the  case,  as  a  rule,  now  with  the  railroads?- A.  The  present  condi- 
tions are  very  steady,  and  rates  have  been  maintained. 

Q.  Do  railroads  complain  of  each  other  in  regard  to  cutting  of  rates?— A.  Yes; 
at  times. 

Q.  After  railroads,  large  systems  at  least,  have  fixed  rates,  would  it  or  would  it 
not  bepossibleforsomebody  like  thelnterstateConmierce  Commission  to  approve 
these  rat«B  and  see  that  they  are.  maintained?— A.  As  I  said  before,  the  rates  are 
made  by  experts,  and  for  the  Interstate  Commerce  Commissiou  to  attempt  to 
rwulate  them  would  be  to  submit  them  to  an  examination  and  approval  by  those 
who  are  not  experts  In  that  particolar  line  of  business. 

Q.  If  the  Interatate^Commerce  Commission  were  competent,  then  what?— A.  It 
wonld  be  a  most  gigantic  undertaking  to  supervise  and  examine  the  rates  made 
b^  the  railroads  in  this  country.  It  wonld  he  a  (question  not  of  millions,  but  of 
billions, 

<j,  (By  Hr.  Kbn-nedy.)  Our  attention  was  catted  the  other  day  to  a  condition 
of  affairs  which  I  will  illustrate  to  yon  in  this  way.  A  gentleman  told  us  abont 
rates  being  such  on  oertain  lines  Of  merchandise  that  tfaey  could  be  sent  to  Chi- 
cago from  New  York  and  then  reshipped  from  Chicago  back  to  ConnenviUe,  Ind. , 
tor  instance,  150  miles  bach  Into  the  territory  through  which  they  had  gone  and  a 
little  eonth,  for  considerable  leas  than  the  merchanta  of  the  town  of  Conneraville 
oould  have  the  goods  shipped  to  them  direct  from  Cincinnati,  say.    I  will  ask  yon 

16a iO 


626  INDUSTRIAL    COMMISeiON; TRANSPORTATION. 

if  yon  have  knowledge  that  snch  a  condition  prsTails  to  a  considerable  extent,  and 
wliy  it  jp,  and  whether  yon  look  upon  it  aa  af  anlt  that  ahonld  bo  corrected  or  not?— 
A.  Iwonld  look  npon  a  condition  permitting  each  apracticeasB  bnlt.bnt  whether 
it  eiista  or  not  I  do  not  know.  I  anapect  it  does  in  some  cases,  and  I  am  tr^rlng  to 
find  oat  for  myself.  Bnt  let  me  eeeif  InnderstandyonrqaeetiOD,  The  shipment 
bronght  from  New  York  to  Chicago  and  then  back  again  to  aome  interior  point,  is 
carried  by  the  snni  of  these  two  rates  at  a  less  cost  than  the  cost  direct  from  New 
fork  to  that  point? 

Q.  Yee.— A.  Yon  mentioned  Cincinnati  and  that  threw  me  off.  I  snspect  that  con- 
dition does  exist  in  eome  cases  from  some  things  1  haye  Been,  and  I  ani  trying  to 
follow  it  up,  bnt  I  do  not  think  it  is  intentioiul.  We  all  discover  in  the  making' 
of  rat«3  from  time  to  time  that  in  meeting  certain  conditions,  we  hare  overlooked 
cases  that  ahonld  have  been  met  at  the  same  time;  and  from  what  I  have  heard  in 
that  connection  as  regards  that  method  of  making  the  rate,  I  think  it  is  a  case  of 
that  kind.    There  may  be  more  like  it,  bnt  I  do  not  know. 

(Testimony  closed.) 


Wabhinqton,  D.  C,  ApHl  6, 1901. 

TESnMOlTT  OF  KB.  T.  K.  E.  TALCOTT, 

Aii»i»tant  to  the  prmdenf  of  the  Seaboard  Air  Line. 

The  commissicm  met  at  2,07  p.m.,parsnant  to  recess. Mr.  Farqnhar  presiding. 
At  that  time  Mr.  T.  M.  R.  Talcott,  of  Richmond,  Ya. .  aasistant  to  the  president  of 
the  Seaboard  Air  Line  Railway,  was  introduced  asa  witness  and,  being  dnljr  sworn, 
testiaed  as  follows; 

S.  (By  Mr.  Farquhar.)    Please  give  yonr  fnll  name,  preoent  position,  and 
reas.'-A.  T.  M.R.Taloott;  assistant  to  the  president.  Seaboard  Air  Line  Rail- 
way; Richmond,  Va. 

Q.  Willyoii  please  give  to  the  commission  yont  first  experience  in  rallroadina 
and  the  offices  yoa  have  held,  so  far  as  jout  recollection  goes? — A.  I  commenced 
47  years  ago  this  month  aa  an  engineer  on  railroad  onnstrnction.  and  I  servsd  in 
that  capacity  and  also  in  connection  with  the  transportation  department  nptol861. 
From  that  time  until  April,  1865, 1  was  in  service  in  the  CJonfederate  army.  After 
1S85  nntil  18U0  I  was  connected,  either  as  civil  engineer  or  as  superintendent  or 
general  manager  or  vice-president,  with  railroads  in  operHtion.  The  roads  with 
which  I  wsa  connected  were  the  Richmond  and  Danville  and  the  Mobile  and  Ohio 
during  that  period--those  two  systems.  Since  1890  nntil  the  last  2  years  I  have 
not  been  connected  with  railroads,  except  when  employed  oa  a  consal  ting  engineer. 
For  the  last  2  years  I  have  been  with  the  Seaboard  Air  Linein  my  present  poeition. 
I  was  for  1  year  the  commissioner  of  the  Sonthem  Railway  and  Steamship  Aaaoci- 
ation.  which  position  I  resided  to  take  the  position  of  fir.st  vioe-preaidant  of  the 
Eichmond  and  Danville  Railway.    I  think  that  covers  my  e.iperience. 

Q.  (By  Mr.  Riplev.  )  In  the  nrat  place  I  wish  you  would  make  some  statement 
respecting  the  effect  of  the  enactment  of  the  interstate -commerce  act  in  1887  np<m 
the  Southern  Railwiiy  and  Steamship  Asaociation.  What  waa  that  association, 
what  was  it  intended  to  do.  and  what  was  the  effect  of  the  enactment  of  the 
act  npon  it? — A,  The  Sonthem  Railway  and  Steamship  Associntion  was  compoMd 
of  the  SoQtbem  rail  lines  and  the  steamship  lines  between  the  North  and  Sonth 
Atlantic  ports.  It  did  not  take  In  the  Gulf  ports  at  all,  but  the  Eastern  cities — 
Boston,  New  York,  Philadelphia,  Baltimore,  and  Fall  River— and  it  was  for  the 
purpose  of  preventing  fiuctaation  in  ratee  and  rate  cutting;  that  waa  the  object  of 
IE.  It  was  organized  by  Mr.  Albert  Fink,  who  had  jost  left  the  Lonisville  and 
Nashville  road,  and  at  first  tbt:  plan  wan  to  give  the  commlsaioner,  Mr.  Pink,  full 
aathority  over  the  rates.  He  issued  the  raloa  and  all  were  bound  to  observe  them. 
Later  it  was  found  that  it  was  important  to  have  some  better  gnaranty,  and  that 
waa  effected  by  means  of  pooling  the  bneineas.  The  commissioner  was  anthorized 
to  make  allotments  to  each  Ime,  and.  If  not  satisfactory,  there  was  arppal  to  a 
regular  board  ot  arbitration  appointed  by  the  association.  Parties  diasatisSed  had 
a  right  to  appeal  to  that  and  present  arguments  for  a  change.  When  allotments 
were  established  that  way,  either  accepted  as  given  by  the  commissioner  or  as 
determined  hy  arbitration,  the  division  was  m»de  on  a  tonnage  basis,  lines  carry- 
ing an  excess  being  given  a  very  small  compensation,  made  email  so  as  not  to  give 
^em  any  inducement  to  get  an  eiceas,  and  the  bsJaDces  were  settled  in  casta. 
That  was  the  basis  of  that  pool  which  was  in  operation  at  the  time  the  interstate- 
commerce  law  was  passed  which  forbade  pooling. 
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nnder  tbe  new  agreement  that  I  was  for  1  year  commiaBioner  of  the  association. 
Of  conrae  the  powera  of  the  commiMioDer  were  largely  reduced  then,  and  the 
method  of  operation  was  for  the  commiesioQer  to  maintain  close  watch  hj  means 
of  having  all  the  manifesta  of  the  competitive  busineea  sent  to  him.  Copies  of  atl 
mantfeats  were  sent  to  him  aa  iasned,  and  they  were  condensed  in  his  ofBce,  so  that 
he  always  had  a  record  of  the  business  done  by  each  line,  and  hie  reports  showed 
to  the  esecntiTe  conunittee  precisely  how  the  bosiness  was  being  divided  nnder 
the  agreement  at  that  time,  which  wae  merely  to  maintain  rates. 

Q.  (By  Hr.  Ripley.)  How  many  oompanlee  were  in  that  agreement  at  that 
time— how  many  companies,  approiimatelyV — A.  The  Lonisvilie  and  Nasfavlllei 
the  Nashville,  Chattanooga  and  St.  Lonis;  the  Western  Atlantic;  theElast  Ten- 
nessee; Virginia  and  Georgia;  the  Norfollc  and  Western;  the  Richmond  and  Dan- 
ville; the  Atlantic  Coast  Line;  the  Seaboard  and  Roanoke;  tbe  Plant  System;  the 
Georgia  Central;  the  Georgia  Railroad;  and  1  or  3  other  rail  Hues.  Then  there 
were  Bteamebip  lines,  theHerchantsandUiners',  of  Boston;  the  Old  Dominion;  the 
Clyde  Line;  and  some  snbordinate  Baltimore  lines  the  names  of  which  I  do  not 
recoilect  now,  because  they  were  frequently  changing  them.  It  took  in  praotlcally 
all  the  steamship  lines  and  rail  lines  that  competed  in  the  Southern  territory  as 
distingnished  from  the  extreme  Sonthwestem  territory.  The  Mobile  and  Ohio 
and  the  lllinolB  Central  were  not  in  the  association. 

Q.  Was  the  aee  oiation  Hncceesfnl  in  attaining  Its  object  prior  to  the  enactment 
at  the  interstate-commerce  act? — A.  Very  succeeeful;  and  it  was  very  satisfactory. 

Q.  What  was  the  immediate  efiFeot  of  the  passage  of  that  act? — A.  It  relaxed 
ttte  maintenance  of  rates  from  the  very  first,  more  or  less.  Perhaps  I  ehonld  say 
not  from  the  very  first.  For  a  little  while  they  west  along  very  well  as  they  hau' 
gone,  but  within  a  very  short  period  of  time  to  the  lime  I  came  in  as  commiaaioner 
wiero  was  more  or  less  disturbance  of  rate«,  which  required  frequent  called  meet- 
ings of  the  executive  committee  to  consider  them. 

Q,  So  far  as  you  know  ttas  an  unsettled  condition  prevailed  since  that  time? — 
A.  Of  my  own  knowledge  I  can  not  say,  except  for  a  year  or  two  after  that,  or 
less  tlian  2  years  after  I  was  commissioner,  wnen  I  wae  representing  the  Rich- 
mond and  Danville  road  in  the  Bseociation.  That  road  I  represented  In  tbe  ass^ 
elation  at  that  time.  The  conditions  continned  abont  the  same  for  2  years. 
Snbeeqnently.  I  know,  from  observation  and  reading  the  papers,  that  there  were 
decisions  of  the  courts  which  tended  to  weaken  tbe  strength  of  associations  of  that 
sort,  but  the  exact  eSeot  upon  them  1  do  not  know,  because  I  have  bad  no  connec- 
tion with  them  since. 

Q.  Can  you  make  any  statement  respecting  the  present  tendencies,  the  attempt 
to  prevent  rate  cutting,  and  competition  by  other  means?  Is  there  any  extensive 
rate  cutting,  so  far  as  you  know,  in  the  territory  served  by  your  railroad?— A. 
No.  So  far  OS  I  know  the  rates  are  very  well  maintained  at  this  time.  There  is 
busineea  enough  for  all.  and  there  is  very  little  temptation  to  disturb  rates.  How 
it  would  be  if  it  were  otherwise  I  do  not  know. 

Q.  There  would,  then.  be.  no  far  as  the  maintenance  of  rates  is  conconed.  no 
fnrtlier  advantage  to  follow  the  absorption  of  the  few  remaining  indepen^nt 
lines  in  the  South  by  the  Southern  Railway?-  A.  No,  I  can  not  see  that  there 
would  be  any  advantage.  Looking  at  it  from  my  standpoint,  I  do  not  see  any 
necessity  for  further  absorption  in  the  interest  ot  ihe  public. 

S.  Has  the  competition  at  timee  been  sharp  between  tbe  Atlantic  Coast  Line 
the  Seaboard  Air  Line  in  the  past?— A.  No;  I  think  not.  I  think  the  compe- 
tition between  the  old  Seaboard  Air  Line,  before  the  enlargement  of  the  system 
by  taking  in  two  other  systems,  and  the  Southern  was  quite  bitter  at  one  time, 
according  to  the  reports  in  the  papers  and  from  what  I  heard  from  railroad 
BcquaintHnces;  but  I  never  heard  of  any  bitter  contest  or  any  rate  wars  between 
the  Atlantic  Coast  Line  and  the  Seaboard  Air  Line.  They  may  have  occurred, 
however,  without  my  knowledge. 

Q.  Have  rat«  ware  been  as  frequent  in  the  Southern  territory  as  in  the  North, 
eo  far  as  your  observation  has  extended?- A.  I  think  not  During  the  time  that 
I  have  had  the  opportunity  to  know  they  certaiul;  have  not  been  so  frequent. 

Q.  Is  there  at  the  present  time  apparently  any  effective  competition  between  the 
steamship  linee  and  the  railroads  m  tbe  Southern  territory?— A.  To  speak  of  the 
eituatiou  in  that  respect  as  of  the  present  time  would  be  mfiicnlt,  because  I  have 
no  immediate  knowledge  of  the  conditions  of  trafRo.  Up  to  within  10  years  ago 
when  I  did  have  connection  with  traffic,  there  was  more  or  lees  competition,  some 
even  from  the  West,  or  by  means  of  the  trunk  lines  and  the  coa-^twiae  steamsbipe 
which  controlled  not  only  the  ratee  at  the  South  Atlantic  ports  for  Western  busi- 
ness, but  alKi  to  some  ext«nt  the  inland  rates. 
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Q.  That  ia,  those  companies  wen  interested  In  land  companieB  in  the  aonth? — A. 
Oh,  no.  The  tmnk  lines  simply  brought  the  weetera  prodncta  to  the  porta,  and 
they  were  then  taken  bj  the  Atlantic  coastwiw  Btenmshipa  down  to  the  sontb 
Atlautic  porta.  That  fixed  the  through  rate  from  Chicago,  for  instance,  or  oth:  r 
western  oointa  to  Sikvantiah  and  Charleaton,  1^  way  of  rail  and  water  oomblna- 
tlon.  Then  Angoeta  was  affected  because  there  waa  a  r^nlar  llns  of  boats  ron- 
nlng  up  the  Savannah  River  to  that  city. 

Q.  Do  thoae  Itnea  HtUl  operate,  so  far  as  yon  know?— A.  I  do  not  know,  becaooe 
I  have  had  no  occasion  to  notice.  They  did  up  to  the  time  that  I  severe  my  con- 
nection with  the  Richmood  and  Danville  Railroad. 

Q.  Some  yeaia  ago,  then,  there  was  eCective  competition  np  the  rlTera  from  the 
coast  into  tne  heart  of  this  eoutbem  territory? — A.  Yes;  in  the  case  particularly 
of  the  SavaniiHb  River, 

Q.  Steamers  running  frequently? — A.  Yes. 

(^.  And  transporting  a  considerable  Tolnme  of  hnslneas?— A.  Yea;  it  waa  a  com- 
petition that  (outd  not  be  ignored  by  the  rallrosds;  tbev  had  to  make  arrango- 
menta  in  order  to  protect  rales,  and  they  at  one  time  anWdized  he  ateamboab:. 
The  railroads  In  toe  Sonthem  Railway  and  Steamanip  Aaeociatlon  anbaidized  the 
boats  on  the  Savannah  Biver. 

Q.  What  are  the  conditions  of  ownership  of  some  of  the  ateamehip  companies  in 
tiie  South  now?  For  instance,  the  Old  Dominion?— A.  I  can  not  say  that  the  Old 
Dominion  is  now  entirely  owned  by  the  railroads,  becanae  I  do  not  know  that 
ftujt;  bnt  Iknow  that  three  principal  lines  or  ByatemaofrailroadM  connect  with  It. 
Thev  are  the  Sonthem.  the  Seaboard  Air  Line,  and  ttae  Atlantic  Coast  Line,  and 
ail  Utree  of  them  are  Intereated  in  the  Old  Dominion  St«amahip  'Jompany. 

Q.  So  that  the  policy  of  the  ateamahip  lines  la  distinctly  in  narmony  now  with 
that  of  the  Tailroada?— A.  Of  tbxt  particnlar  ateamship  line  that  is  tme,  and  tha 
lines  from  Baltimore  arealsocontrolted  by  the  railways.  There  are  twolineefrom 
Baltimore,  Norfolk  and  Chesapeake  I'av  linea,  of  which  one  is  controlled  by  the 
Southern  and  the  other  by  the  Seaboara  Air  Line,  part  and  parcel  of  those  lines, 
or  oF  the  two  Bvst«ms.  I  do  not  know  of  any  other  interest  of  the  rail  lines  in 
steamship  lines  running  to  the  Virginia  porta  or  to  Charleston.  The  Clyde  Unas 
are  entirely  independent.  The  Ocean  Steamship  Company,  which  runs  to  Savan- 
nah, hau  always  teen  controlled  by  the  O^orgii.  Central— the  old  Oeorgla  Central 
and  Banking  Company—and  is,  so  far  as  1  know,  ao  controlled  to-day. 

Q.  Can  you  make  any  statement  relative  to  the  position  of  some  of  the  Sonthem 
ports — Mobile,  for  example?  Eaa  it  physical  advantages  of  location  or  of  harbor, 
etc.,  which  would  be  injured  by  thj  atisorption  of  the  Mobile  and  Ohio  road  by 
the  Sontbem  Railroad?— A.  I  was  for  3  years  on  the  Uobile  and  Ohio  Railroad  aa 
general  manager,  from  18»4,  during  which  time,  of  courae,  I  became  very  familiar 
with  Mobile  and  studied  the  poaaibilitiea  of  the  development  of  Mobile.  Wo 
endeavored  to  bnild  up  there  an  export  cotton  business,  bnt  ware  not  very  snc- 
ceeaful,  I  thought  that  the  tropical  fruit  bnaine^s  could  be  handled  there  proba- 
bly better  than  at  New  Orleans,  after  the  Mobile  and  Ohio  wai  extended,  during 
the  time  I  waa  connected  with  it,  to  East  St.  Lonis.  iiefoie  that  we  could  not  do 
anything.  We  commeooed  making  preparations  for  that  buainesa,  and  It  haa 
since  been  developed,  but  to  what  extent  I  do  not  know.  I  see  by  the  annual 
reports  that  quite  a  large  busiaeas  haa  been  built  up  there  in  tropical  fruits  which, 
I  Buppo.-ie,  will  stay  loere.  I  do  not  see  any  reason  why  that  should  be  diverted. 
I  do  not  think  the  Mobile  and  Oho  had  any  export  cotton  that  amounta  to  mnch. 

Q.  Ia  there  any  particular  reason  why  it  should  not  be  a  cotton-exporting 

ert? — A.  Because  of  the  difficulties  of  the  p<nt  at  that  time.  The  water  in  MoUle 
,y  has  been  deepened  only  in  a  little,  narrow,  or  a  comparatively  narrow  chan- 
nel. The  Government  is  gradually  eiteoding  the  width.  I  believe.  Bnt  there 
waa  difficulty  in  getting  large  vessels  up.  Only  a  certain  class  of  large  veaaels 
conid  be  brought  there,  and  those  were  veeaels  that  were  arraUKcd  to  use  water 
ballast.  They  pumped  the  water  out  to  tighten  them  for  going  down  to  the  sea 
and  took  them  outside  of  Fort  Morgan,  and  their  they  pumped  the  water  in  and 
got  them  down  to  thoir  bearings  for  aeagoing.  I  did  not  think  there  was  much 
proapect  of  building  up  Mobile  for  cotton  export.  Another  claes  of  business  that 
1  endeavored  to  developed  whilst  there  waa  the  coal  busineaa— export  business  in 
coal.  And  in  order  to  see  what  could  bo  done  with  that  the  company  authorized 
the  expenditure  of  acme  money  and  we  aent  coal  down  to  bo  bamed  by  the  ataam- 
shipa  plying  in  connection  with  the  Panama  Railroad— the  Pacific  Mail  steam- 
shipa— and  got  them  to  use  it;  but  we  found  they  got  tbeir  Cardiff  coal— Engliah 
co^ — very  dieaply,  and  that  they  liked  it*  and  whilst  they  said  the  Alabama  coal 
was  fair  coal,  they  did  not  ilke  it  quite  as  much  as  they  did  the  Cardifi.  The  price 
of  the  Cardiff  coal  waa  ao  low.  owing  to  the  fact  that  more  or  leea  of  it  waa  broni!ht 
over  in  ballast,  not  paying  freight,thatwe  were  not  snccessful,  and  we  lost  money. 
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Tbe  vrntDTe  did  not  pay,  and  it  was  dropped  before  I  left  tbere.  Whether  tbey 
erer  tried  it  again  ch' not  I  donot  know;  Dnt  I  have  understood  that  tbere  has 
been  some  coai  sbipped  to  Cob«  tbrongh  UoUle.  I  do  not  see  any  reaaon  w^,  if 
thne  is  any  demana  for  coal  there,  tbey  abonld  not  sblp  the  Alabama  coal  to  Caba 
over  the  Mobile  and  Ohio,  becanse  the  Mobile  and  Omo  is  a  verj  low-grade  road 
and  otuht  to  be  able  to  hani  ooal  cheaply  if  the  volnme  of  it  is  sufficient. 

Q.  (By  Ur.  Clakkl)  How  long  hanls  do  they  have  to  make?— A.  The  hanl 
thrangh  Alabama  was  eomething  like  230  miles. 

Q.  (By  Mr.  Farquhar.  )  Was  Pensacola  a  competing  point  with  Mobile  while 
yon  were  trring  to  bolld  tip  the  coal  lraBiness?—A.  No;  not  in  coal  at  that  time, 
only  in  Imnber. 

Q.  And  has  the  lumber  bnsinees  developed  in  Mobile?    IsitstUl  the  largest  mar- 
ket on  the  Golf  ^— A.  I  have  not  noticed  it  recently,  bat  a  few  years  ago,  when  I 
o  Information,  it  had  continned  to  develop.     I  shonld  have  mentioned 

Lheefforte  we  made  in  order  t '""  ■--=-■-- ■ — '--  '•  -  ' — 

,.  idin  dmngeowentillzed  tbel 
Ohio  Company,  acqntted  by  land  grant 

Q.  SometbiuK  has  been  said  befcve  the  commission  here  abont  the  competition  of 
tbe  Sontbem  rivers.  While  yon  were  oonnectad  with  the  Mobile  and  Ohio  did 
yon  notice  how  much  there  was  of  competition  in  Arkansas  or  Alabama  in  these 
Binall  Independent  boats  and  tbe  effect  tney  have  on  the  ratee? — A.  One  of  the  river 
boHte  conld  mn  as  far  np  es  Colnmbna,  which  was  on  a  branch  line  (it  is  now  on 
the  Montgomery  eitunaion  of  the  Mobile  and  Ohio), and  alaooccaslonally,  1  think, 
it  osed  to  come  np  as  Tar  ae  Aberdeen,  which  was  the  terminns  of  the  Illinois  Can- 
tral  line  nmnfaig  into  that  territory;  bnt  it  was  only  for  a  short  time  during  the 
cotton  Mason.  Some  seaMms  Qiera  was  hardly  water  enongh  for  them  to  come 
tbere  at  all.    Andicannotreoolleotthat  I  ever  paid  much  attention  to  that  com- 

SBtition.  Maybe  the  competition  with  the  llllnote  Central  kept  me  eo  bnsy  tliat  I 
id  not  notice  the  bouts.  Now,  aa  regards  the  Alabama  Biv^,  at  the  time  that 
I  was  on  the  Mobile  and  Ohio  tliere  was  a  r^rnlar  line  eetablished,  a  line  which 
the  Mobile  and  Ohio  recognized  as  a  connection  to  Montgomery.  It  was  estab- 
lished some  months. perhaps  a  year,  before  I  severed  my  connection  with  the  Mobile 
and  Ohio,  and,  so  fur  as  I  can  remember  now,  it  was  still  in  operation  at  that  time, 
bnt  what  became  of  it  afterwards  I  do  not  know. 

Q.  (By  Ptofeeeor  Bipi^ry.  )  Wan  the  basing-point  system  of  rate  making  in  the 
Sonthem  States  in  force  at  tiie  time  that  yon  were  directly  connected  with  affairs 
theie? — A,  Not  in  the  sense  in  which  that  word  is  need  now.  When  the  Qreen 
Line  was  opened  from  the  West  into  the  Sonth  In  competition  with  the  lines  I 
have  spoken  of,  through  theeonth  Atlantic  ports  in  connection  with  thecoastwise 
steamships  and  tmnk  lines,  the  basis  adopted  was  to  make  all  rates  fromtheOhio 
and  MissisBippiriTeretointericffpointe  the  same:  and  that  woe  on  an  nndentand- 
ing  with  the  roads  north  of  the  river  that  they  wonld  make  their  rates  the  ar~"  '- 
all  river  points,  no  matter  by  what  lines.  Ttiat«~  "' "  -'-'-•-"  -- 
""  through  the  life  of  the  Sonthem  Railwa; 
e  that  I  severed  my  connection  with  it. 

Q.  Will  yon  specify  by  way  of  illnstration  what  yon  mean?— A.  I  mean  this, 
that  the  rat«  fronr  Chio^o  to  Cairo,  to  Henderson,  to  Elvansvllle,  to  Cincinnati, 
and  to  sny  other  point  on  the  Ohio  or  to  Memphis  wonld  be  the  same;  throngh 
those  points,  1  shonld  have  said,  therate  to  Atlanta  wonld  be  made  by  the  combina- 
tion of  rates  to  those  points  from  Chicago  and  from  those  points  to  Atlanta,  and 
that  the  proportions  were  the  same  north  of  the  river  and  sonth  of  the  river,  no 
matter  what  river  point  freight  came  throngh.    Do  I  make  myself  clear? 

(j.  What  was  the  basis  of  that  division  then?— A.  It  was  not  a  pro  rata  division 
at  all;  it  was  an  arbitrary  division.  In  other  words,  the  tines  north  of  the  river 
named  the  ratas  to  the  river,  and  the  lines  sonth  of  the  river  named  the  rates  to 
each  point  sonth,  and  the  combination  of  these  two  made  the  through  rate.  That 
was  toe  basis  of  ratee  at  that  time. 

Q.  Bnt  there  was  not  the  element  which  yon  find  in  the  present  basing-point 
system  whereby  certain  towns,  by  reaaon  of  their  size  or  the  existence  of  so-called 
water  oompetinon,  got  peculiarly  low  rat«s  and  the  rates  to  all  the  suburbui 
places  were  made  by  adding  a  high  local  to  that  rate?— A.  That  was  not  exactly 
the  basis  of  rates.  Certain  important  distribnting  points,  snch  as  Atlanta  and 
Angtuta  and  Macon  were  afforded  rates  which  had  certain  relations,  either  the 
same  or  a  certain  differential.  As  far  as  practicable  the  mnet  important  distrib- 
nting pQints  were  given  the  same  rate,  so  as  to  enable  them  to  develop  eqnally. 

Q.  The  number  of  subordinate  rates  below  those  wbiob  have  tbrongb  raten  was 
not  great?— A.  The  ratee  were  generally  made  from  those  distribnting  points  by 
adding  the  local  tariff  of  the  road  over  which  the  freight  wenk 
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S.  It  was  the  same  principle  which  yon  have  in  the  preaeat  badng-point  system, 
not  developed  to  bo  extreme  a  desree?— A.  The  wme  general  principle,  yea. 
Snbesqtiently,  dnring  mv  administratioii  aa  commiMioner,  it  became  desirable  to 
have  uniform  rates  towtiat  are  known  as  the  (Georgia  and  Carolina  pt^ts.  I  was 
coming  to  that  aa  a  modification  of  what  I  have  stated  before.  And  the  oommis- 
sioner  made  np  and  isened  a  tariff  of  rates  from  all  pointa  West  to  what  are  known 
as  OecM'gia  and  Carolina  points,  taking  In  all  the  prmcix>al  stations,  wliich  were  to 
be  the  some,  and  agreed  npon  as  the  same,  whether  Tia  the  Weeteni  lines  coming 
■cross  the  Ohio,  by  the  Chesapeake  and  Ohio,  coming  tbrongh  Richmond,  or  by 
any  other  roate  that  conld  be  made  available,  snch  as  the  Norfolk  and  Western, 
mnninx  down  into  Virginia,  and  then  shitiping  soath  in  connection  with  other 
lines.  That  was  the  baslB  that  was  adopted  a  few  months  befors  I  dissolred  my 
connection  with  the  association,  and  it  remains  in  effect:  or  at  least  so  I  have 
nndentood.  1  heard  from  onr  traffic  manager  the  other  day  that  these  ratss  are 
practically  in  effect  now,  with  eome  modiScations. 

Q.  Are  yon  aware  that  the  long  and  short  baal  claose  of  the  interstate-commerce 
actisinoperativeinalargepartof  the  Southern  territory?— A.  Yes;  italwayslias 
been  to  some  extent.  For  instance,  the  rates  from  Chicago  to  Atlanta  are  higher 
than  the  rates  from  Chicago  to  Savannah  or  Charleston,  aJthongb  the  freight  goes 
through  Atlanta  to  reach  those  points. 

Q.  Is  that  condition  cansed  by  actnal  water  competition  down  the  river  to  the 
ocean?^A.  By  actual  competition.  The  whole  qneetion  of  discrimination  was 
raised  by  the  merchants  of  Atlanta,  who  demanded  lower  rates,  and  was  argned 
before  the  Interstate  Commerce  Commission  when  I  was  commissioner  of  the  asao- 
ciation;  and  Isnppoae,  if  I  had  known  it  was  a  matter  of  any  interest,  I  conld  have 
brouf^t  the  record  np  here.    It  is  easily  accessible. 

Q.  Does  it  seem  to  yon  that  thecoiiditions,  competitive  and  others,  in  the  Sonth- 
ein  Stat«s  joatlfy  the  setting  aside  of  this  long  and  short  haid  clause  as  it  is  at 
present? — A.  I  do  not  know  to  what  extent  it  is  set  aside  at  present.  I  will  say, 
however,  what  my  own  judgment  in  that  matter  haa  been.  Long  before  the 
IctersUte  commerce  law  was  passed  my  own  practice  was  in  every  way  possible 
to  do  away  with  snch  discrimination, 

<^.  Would  yon  describe  it  aa  a  dlscriniination?— A.  I  do  not  say  that  it  is  neoes- 
sanly  an  nnjnst  discrimination,  but  it  is  a  discrimination;  and  I  did  away  with  it 
at  that  time  on  the  ground  that  the  loeses  in  revenue  were  not  large  enough  to 
justify  my  company  in  putting  itself  in  a  poflitiaD  to  be  attacked  all  the  time  lor 
discriminating,  Del ievlng  that  it  was  better  to  forego  eome  little  extra  earnings 
than  to  be  put  in  the  podtion  of  having todefend  snch ralesaa  just  and  reasonabte. 

Q.  You  would  acknowledge,  then,  that  distance  is  sn  element  in  making  rates? — 
A.  Ym;  I  do. 

Q.  Will  yon  specify  In  what  way  it  becomes  a  factor  or  t«  what  dwree?— A.  Jn 
my  early  experience  in  maktne  rates  I  was  called  npon  to  make  locu  tariffs  very 
largely,  and  the  question  of  what  the  relative  charge  shonid  be  in  proportion  to 
distance  neceseanlv  had  to  he  considered.  linformedniyself.  Fortunately  I  was 
helped  by  some  publication  in  a  magazine  where  somebody  had  done  a  great  deal 
of  work  which  1  wonld  have  had  to  do  myself;  that  there  was  a  general  oonoen- 
Bus  of  opinion  apparently  among  railroads  that  the  charges  per  ton  per  mile  for 
short  hauls  sboula  be  higher  than  for  long  hanls;  and  I  endeavored  to  find  out 
some  scale  which  would  be  convenient  for  nse.  As  an  engineer  and  mathemati- 
cian I  wanted  some  mathematical  scale,  and  I  discovered  liiat  the  nearest  scale  to 
it— that  is  the  nearest  scale  to  fit  the  actual  conditions  of  tariffs—was  hot  in  pro- 
portion, to  the  distance,  but  in  proportion  to  the  square  root  of  the  distance;  tiwit 
18  to  say,  double  the  charge  for  four  times  the  haul.  The  rate  for  8.^  miles  would 
be  just  one-half  of  that  for  100  miles.  That,  you  can  see,  was  a  very  easily  remem- 
bered rule,  and  Ihavensedit  a  great  deal.  Mr.  Markham  alluded  to  the  Mobile 
and  Ohio  tariffs,  which  were  made  on  that  basis,  this  morning  in  conversation 
with  me;  he  remembered  them.  I  had  occasion  to  examine  the  offitdal  tariff  of 
the  present  commissioners  of  the  State  of  North  Carolina,  and  I  discovered  tbatit 
was  based  on  the  same  scale,  taken  from  one  of  my  own  old  tariffs.  It  was  in 
connection  with  my  report  that  I  made  to  the  court  on  the  Cape  Fear  and  Yadkin 
Valley  road  for  the  receiver  of  the  road.  It  became  necessary  under  an  order  of 
the  court  to  divide  tne  earnings  between  different  seotions  of  the  road  that 
were  covered  by  different  mortgagee,  and  give  each  section  of  road  proper  credit 
for  gross  earnings  and  to  make  this  division  for  !>  years.  I  was  calied  on  as  an 
exiwrt  to  divide  between  the  long  and  short  hauls — where  it  wae  10  mileq  on  one 
section  of  the  road  and  50  miles  on  another  to  say  how  the  earnings  should  be 
divided  between  them.  I  thought  the  proper  way  to  do  would  be  to  make  the 
oiTlrions  on  the  scale  of  the  approved  tariff  of  the  North  Carolina  cconmisslon, 
which  was  done,  and  subsequently,  in  the  examination  before  the  master,  the 
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ohairmau  of  the  commisaion  waa  put  on  the  witneM  stand  and  stated  that  the 
diTision  was.  in  his  opiDion,  just  and  fair,  for  he  had  found  by  comparing  that  it 
fitted  exactly  the  scale  oa  which  their  tariffs  were  made.  So  that  it  is  in  evidence 
that  in7  scale  is  in  use  to-day, 

Q.  Is  it  in  nse  in  anr  other  States,  so  far  as  yon  know?— A.  I  do  not  &ow;  I 
have  had  no  occasion  to  invrntigatA.  It  is  nsed  on  the  Southern  Railway,  1  know.  - 
In  olhOT  words,  the  scale  that  I  established  as  the  Keneral  manager  of  the  old  oart 
of  the  Boathem  is  still  maintained  there  and  probably  on  the  Mobile  and  Onio. 
Whether  anybody  else  has  adopted  it  or  not  I  can  not  say.  I  have  freqaently  had 
requests  for  a  little  diagram  that  1  made  to  show  it  so  Ukat  yon  conld  see  I^  the 
lines  what  the  relative  rates  would  be. 

Q.  Will  yon  submit  one  of  those  diagrams  for  usV^A.  I  will  do  it  with  pleas- 
ure. It  simply  shows  the  rat«  line  as  a  curve.  Othen  have  also  need  the  ectile  I 
iatrodnoed  a  good  many  years  ago.  The  firstwasHT.  Henry  Fink,  now  president 
at  the  Norfolk  aud  Western  road,  when  he  waa  first  on  that  road;  bat  it  was  not 
then  the  Norfolk  and  Western— it  was  the  Atlantic,  Mississippi  and  Ohio  before 
it  was  reorganized.  Under  the  law  it  was  required  that  the  cities  of  Richmond 
and  Peters&iiiK  should  have  the  same  rates  to  points  oa  our  two  roads,  which 
crossed  at  BurKeville,  58  or  5 1  miles  from  the  two  oitles  of  Richmond  aud  Peters- 
borg.  In  making  t^ffs  to  local  stBtions  beyond  the  question  came  up  of  Qie 
OToper  divisloii  for  the  relative  hanls,  and  my  scale  was  adopted  as  fair  by  Mr. 
Fink  for  the  Atlantic,  Mississippi  and  Ohio.  Of  course  I  thought  that  If  it  was  a 
proper  scale  at  all  It  wonld  be  fair  for  the  division  of  rates,  and  subsequently  t  got 
out  a  table  of  percentages  known  as  "Talcott's  Table  of  Percentages  for  Division 
of  Rates,"  I  nave  been  called  on  by  Mr.  Calp,  of  the  Southern  road,  and  others 
time  and  again  tor  copies  of  it.  Mr.  Fink  adopted  it  also  for  the  division  of  rates 
between  the  Shenandoah  Valley  and  the  Norfolk  and  Weetem,  which  I  tbinb  is 
another  indorsement  of  the  scale  as  a  fair  one. 

Q.  What  other  b  ists  of  making  the  local  tariffs  by  State  commJBslons  wonld  be 
adopted  nsnally—the  proportion  of  mileage  dtrectlyJ—A.  No;  never  direotly;  bnt 
the  allowance  for  long  and  short  hauls  does  not  agree  wltb  my  scale.  Sometimes 
it  does  not  differ  very  much  from  it  on  one  class,  while  on  another  class  it  would 
be  entirely  different, 

Q.  Is  the  long  and  short  hanl  clause  enforced,  or  was  it  enforced  by  the  State 
commissions  within  the  several  Sonthem  States?— A.  Oenerally.  yes;  I  think.  It 
was  not  enforced  in  Virginia.  1  onght  to  amend  that.  I  hapj.ened  to  be  on  a  road 
the  charter  of  which  exempted  it  for  a  long  time  dnrlng  my  management  from 
any  State  Interference  with  the  rates.  There  waa  only  one  condition  upon  which 
the  State  conld  interfere,  and  that  was  that  wesbou'd  not  paymore  than  ]5  per  cent 
in  dividends;  but  as  they  had  kindly  increased  the  capital  stock  we  had  no  show 
of  paying  1.^  per  cent  dividends,  and  we  did  not  come  ander  that  law  at  all. 
Although  I  dia  not  stndy  very  closely  the  Teouirement  of  the  law.  I  do  not  recol- 
lect any  enforcement  in  Virginia  whatever  of  the  long  and  short  haul  provision. 
We  adopted  it  in  Virginia,  and  all  onr  tariffs  on  the  Richmond  and  Danville  road 
were  made  on  that  basis— no  more  forsFhortfTthana  longer  hanl.  For  instance, 
starting  oat  I  wonld  make  rates  in  clashes  on  my  scale  from  Richmond  to  Burke- 
ville — abont  SO  miles  south  of  Richmond,  where  we  were  crosseil  by  the  Norfolk 
and  Western — with  lower  rates  from  Peliersborg.  and  as  the  law  required  they 
should  be  the  same  to  that  station  my  rates  would  drop  there,  and  with  the  lower 
rate  I  wonld  just  simply  go  bac'.t  to  a  station  nearer  Richmond  and  carry  that  on. 
After  passing  this  competitive  point  we  conld  gradually  work  up  to  the  scale 
again.  In  other  words,  in  one  class  I  recollect  there  nsed  to  be  two  intermediate 
stations  that  would  have  the  same  rate  aa  BurkeviLle. 

Q.  It  would  not  seem  to  you  justifiable  that  there  should  be  a  direct  drop? — A. 
No:  not  on  the  Richmond  and  Danville.  There  was  one  direct  drop  there;  bnt  I 
pretened  to  do  away  with  it  and  reduced  therate  to  the  stations  between  the  com- 
petitive point  and  the  terminal  point  so  as  to  do  away  with  It — so  as  to  makerates 
eiinal  but  not  have  a  higher  rate  tor  the  shorter  haul. 

Q.  In  your  judgment,  then,  the  long  and  short  haul  clause  is  a  proper  and  rea- 
sonable regulation  in  the  making  of  rates?^A.  Provided  it  does  not  exclude  com- 
petition by  forcing  a  reduction  of  rates  at  the  intermediate  points  thiit  the  rsJlioad 
can  not  submit  to.  For  instance,  I  do  not  think  it  makes  so  much  difference 
whether  it  ia  a  water  competition  or  a  competition  from  any  other  source,  if  it  is 
legitimate  and  proper  and  revenue  can  be  made  by  meetidg  competition.  Oil 
account  of  the  nlghly  competitive  conditions  at  some  points  I  do  not  think  It  is 
always  just  to  forbid  the  meeting  of  that  competition,  even  If  it  does  make  a  dis- 
crimination at  intermediate  points. 

Q.  An  elastic  prohibition  allowing  for  modification  in  intermediate  cases  wonld 
seem  to  yon  to  m  jnstiflable?— A.  Yes;  i  have  always  thought  so,  and  I  think 
so  now. 
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Q,  And  does  it  eeem  to  j'od  tbat  the  evasion  of  this  proviBion  of  the  inter&tatu 
commerce  law  throagh  the  Southern  States  that  exists  is  detrimental  to  the  inter- 
ests of  that  section'r — A.  I  can  not  say  witbont  knowing  more  in  detail  where 
those  discriminations  exist  and  the  canses  for  them.  Of  those  facts  I  am  abso- 
Intal;  iKnoraiit  at  thin  time. 

Q,  (By  Ur.  FarijL'Hab.)  Does  the  practical  carrying  ont  of  the  long  and  short 
hanl  raise  the  long  haul  rate?— A.  At  some  points,  yes;  at  many,  no. 

Q.  Is  not  what  yon  lose  in  handling  short  hanl  freight — and  aU  roads  most,  t 
presiune,  lose— pnt  on  to  the  long  hanl? — A.  It  onght  not  to  be  and  never  was  in 
my  knowledge  on  my  own  road. 

Q.  Do  yon  say  that  the  principle  contained  in  the  interstate  commerce  bill  of 
the  long  and  short  haul  is  a  practical  principle  of  railroading,  or  is  it  a  theoretical 
principre  of  the  politicians?— A.  I  think  it  is  a  theoretical  principle  in  pavt,  bnt  I 
think  that  there  is  a  measnre  of  jnstice  at  any  rate  in  it.  I  took  it  as  a  measure 
ot  policy  that,  nnless  I  conld  positively  demonstrate  to  the  aatisfsction  of  people 
who  are  not  I'apable  of  taking  a  demonstration  always — the  pnblic— that  we  were 
not  unjustly  discriminating,  we  would  better  mahe  some  sacrifice  of  revenue  than 
to  be  constantly  at  war  with  our  patrons  upon  whom  we  depended,  and  therefore 
that  this  diecrimi nation  should  be  wiped  out  as  far  as  possible.  I  mean,  of  course, 
the  discrimination  of  the  higher  charge  for  the  short  haul  than  the  longer  one.  I 
do  not  think  it  is  jnst  and  reasonable  to  require  it  to  be  an  absolutely  iized  cast- 
iron  rule. 

S.  Is  it  not  practically  true  that  vrithin  the  last  ten  years  the  rates  on  the  long 
the  short  haul,  if  they  have  been  divergent  from  tne  principle  announced  in 
the  bill,  have  really  come  nearer  equalization  than  they  ever  did,  and  are  all  the 
time  coming  nearer  equalization?— A.  I  most  qualify  my  answer  to  th:it,  as  I  do 
everything  that  relates  to  the  time  within  the  last  ten  years.  I  believe  such  to  be 
the  case,  bat  I  have  not  the  means  of  demonstrating  the  fact  at  my  command 
now.  If  I  had  known  that  qnestion  would  come  up  I  would  have  mude  some 
comparisons  to  nbow  you  that  it  is  the  case.    I  think  I  conld  have  done  so. 

Q.  Do  yon  know  a  single  road  in  the  country  that  strictly  observes  the  rating 
of  the  long  and  short  haul,  provision?  Do  you  know  of  a  single  railroad  in  the 
Unltad  States  since  the  passage  of  that  act  that  has  observed  it? — A.  I  did  not  np 
to  the  time  that  I  ceased  to  nave  the  means  of  knowing  what  they  were  doing. 
We  were,  of  course,  called  upon  to  defend  our  course.  I  acted  for  the  association 
to  defend  it  before  the  Interstate  Commerce  Commission  in  one  case.  I  think  we 
were  always  prepared  to  defend  it.  I  should  say  that  I  was  called  npon  myself  to 
defend  the  roads  against  the  charge  that  it  was  an  unjust  discrimination, 

y.  (By  Mr.  A.  L.  Harhis.)  Was  not  the  provision  put  into  the  law  to  correct 
the  abuse  of  chancing  so  much  more  arbitrarily  for  tne  short  hauls  than  for  the 
long  hauls? — A.  Yes;  I  think  it  grew  out  of  the  fact  that  the  disproportion  in 
charge  for  short  hauls  and  Inng  was  in  many  cases  extreme. 

Q.  Then,  was  it  not  really  a  ouestion  of  business  and  not  of  politics? — A.  Per- 
hapa  I  answered  that  question  a  little  hastily.  I  do  not  know  much  abont  politics. 
I  would  like  to  amend  that  answer. 

Q.  {By  Mr.  Kennedy.)  You  did  not  use  the  word  politica— A.  No;  it  was  In 
ibe  question,  and  I  answered  the  question  generally;  but  I  did  not  think  about  the 
word  politics  in  it. 

Q.  (By  Hr.  Farquhau.)  You  would  answer  that  It  was  a  remedial  measure 
so  tar  as  the  disproportions  had  existed  before  the  passage  of  the  act  in  1887? — 
A.  Yes. 

Q.  And  has  been  beneficial?— A.  It  bae  been  beneficial;  yea. 

Q.  If  not  carried  oat  to  the  letter? — A,  Yes. 

Q.  We  only  want  to  get  at  the  facta.  The  other  statement  is  so  broad  it  might 
be  taken  np.    I  know  some  railroad  men  have  ssid  that  no  railroad  can  carry  oot 

The  Witness.  I  think  they  have  all  tried  to  carry  otit the  law.  Thosethatwere 
nnder  m^  jorisdiction  as  commissioner  of  the  Southern  Railway  and  Steamship 
Association  did,  but  they  claimed  they  conid  not  carry  it  out  in  every  respect,  and 
would  defend  tbemselves  against  the  charge  of  failure  to  comply  literally  with  the 
law. 

3.  (By  Mr.  FAR<^uHAa. )  What  experience  did  you  have  in  making  yonr  freight 
fi's  on  commodity  rates.'^A.  Originally  the  Southern  classification  was  a  com- 
promise measure  between  all  the  roads  in  that  territory,  where  they  all  had  differ- 
ent classifications;  and  it  was  brought  alioat  by  competition  witn  the  Western 
lines,  the  Oreen  Line,  as  it  was  known,  coming  into  that  territory.  In  the  very 
outset,  in  making  that  new  classification,  they  were  met  with  conditions  in  tha 
Weetembusin      '  "        "''  .  .    ™ 
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From  time  to  time  in  our  meetlngH  to  discuss  the  qaeetion  of  ctaBaificatioii  there 
were  constantly  propositions  nieide  and  good  reasons  shown  why  certain  things 
wonid  not  stand  claaa  rates.  Yon  may  change  this  class  rate  as  is  iiropoeed,  iC  was 
argued,  but  there  is  do  orcasion  to  change  the  rate  on  this  comuc^ity.  Then,  as 
a  matter  of  compromise,  we  would  take  it  out  and  make  a  commodity  rate  for  it. 
So,  trcaa  having  only  a  half  dozen  or  so  commodity  rates  the  nnmber  increased 
nntil  the  alphabet  was  not  long  enongh  to  cover  them  all,  I  see  by  looking  at  the 
classification  sheets  that  others  have  been  introdaced  since  10  years  ago,  1890,  when 
I  waa  familiar  with  the  question. 

Q.  Have  yon  not  abont  nine  clasaea  in  the  Scnthem  claaHiflcatlon  now? — A, 
Or^finally  there  were  six  classes,  but  it  takes  in  a,  b,  c,  d,  e,  f,  g,  h,  I,  j,  k,  1,  m,  n, 
o,  p,  q.  r,  and  so  on.    So  there  is  a  great  deal  ot  it. 

Then,  when  the  classification  was  adopted,  tbei'e  was  another  thing  io  consider. 
In  the  limits  of  a  State  they  had  State  classifications  which  were  entirely  different 
from  the  general  classiGcations  agreed  npon,and  we  had  toissaeejiceptionsheetB. 
I  think  many  of  these  are  still  in  existence.  Whether  it  is  becanse  the  State  com- 
ndesiooers  have  nut  modified  their  classifications  to  snit  the  general  classification, 
or  whether  it  is  becanse  there  is  some  benefit  to  the  railroads  in  them  that  they 
keep  than,  I  do  not  know;  bnt  some  of  them  are  kept. 

Q.  (By  Hr.  Biplev.)  Knowing,  as  you  mnst,  from  experience,  the  complicated 
character  of  freight  classification,  does  it  seem  to  yon  that  the  power  to  make 
or  to  approve  of  snch  a  classification  mi^ht  wisely  be  veated  in  the  Interstate  Com- 
merce Commis-sion? — A.  Certainly  not,  if  we  were  to  have  one  nniformcJassifica- 
tion  for  the  whole  conntry.    The  conditions  do  not  adroit  of  that  in  my  opinion. 

Q.  Will  yon  state  the  objections  that  oconr  to  yon  against  the  promnlgation  of 
Bach  a  uniform  classification  for  the  whole  country? — A.  I  only  state  it  as  the 
remit  of  my  own  experience.  When  we  adopted  the  original  Southern  classifica- 
tion there  were  some  of  us  who  were  exceedingly  aniioas  to  have  it  based  on  wtiat 
1  j  known  as  the  official  claesificatjon.  We  preferred  to  use  that,  classification,  in 
which  there  were  fonr  classes.  When  we  came  to  make  the  new  classification  we 
found  it  would  not  do;  it  did  not  fit  our  Southern  condlldons.  In  other  words,  it 
wonld  put  some  things  in  the  fonrth  class  that  would  not  stand  fourth-class  rates, 
and  we  had  to  have  some  lower  classes.  We  were  not  thinking  of  making  so  many 
commodity  ratefl  at  first,  and  it  was  supposed  that  by  having  &  few  commodity 
rates  we  conld  make  the  adjnBtmenta  on  them  and  the  four  classee  might  be 
enough,  but  I  think  a  ffo«d  many  things  would  have  to  be  nmde  commodities  and 
come  out  of  the  classes  in  the  South  if  yon  attempted  to  enforce  the  official  clasei- 
fication  in  that  part  of  the  country. 

Q.  (Bv  Hr.  Clarke.  )  Is  it  uot  a  fact  that  goods  may  be  properly  put  into  the 
toorth  class  in  the  region  of  their  origin  and  shnuld  be  advanced  to  first  class  when 
they  reach  or  approach  their  destination'r' — A.  I  think  tbat  is  proper  nud  actually 
the  case  in  some  respects.  Where,  as  in  the  South,  tbey  are  endeavoring  to  encour- 
age manufactnree  commodity  r^tea  are  made  for  manufactures  which  would  put 
them  in  a  very  low  class;  but  when  they  strike  the  oSScial  clasHification  they  go 
Tight  up  to  Grst  class.  I  think  that  is  a  practical  illustration  of  what  I  nnderstand 
yon  to  mean,  and  1  think  there  is*  not  any  impropriety  in  it. 

Q.  Take  the  case  of  California  fruits  as  an  illustration.  Fruit  is  abundant  in 
California.  It  is  at  certain  times  the  principal  article  of  frei^^ht.  It  may  belong 
in  a  low  c'sssificatioii  properly,  but  when  it  gets  farther  east  it  becomes  a  rarer 
commodity,  and  there  are  certain' reasons  incident  to  its  perishable  nature  which 
also  have  a  bearing,  and  the  price  of  it  becomes  higher  when  it  gets  nearer  the 
places  of  distribution  because  there  is  smaller  competition,  etc.  Would  it  not 
seem,  therefore,  that  unless  there  can  be  some  uniform  system  of  transfer  from 
one  classification  to  another,  that  it  is  absolutely  impossible  to  have  a  illiiform 
classification  and  do  justice  to  the  different  sections.'— A.  I  think  go.  I  think 
also  that  woold  be  illustrated  by  a  comparison  of  the  classifications  of  the  differ- 
ent States.  The  Florida  railroad  commission,  naturally  looking  after  their  prod- 
uct down  there,  would  put  Florida  oranges  in  a  lower  classification  than  they  do 
in  Virginia,  where  they  do  not  raise  them.  Though  I  have  never  made  the  com- 
parison, I  am  sore  you  would  find  that  fully  illustrated  in  tbe  State  classifications. 

Q.  (By  Mr.  A.  L.  Harris.  |  Is  the  country  now  divided  into  divisions  for  classi- 
fication?—A.  No;  except  so  far  as  between  the  Official  covering  the  Northern  lines 
and  the  trunk  lines  and  those  roads  that  take  the  trunk-line  classification,  as,  for 
instance,  the  Norfolk  and  Western  and  the  Chesapeake  and  Ohio  coming  into  the 
South,  They  are  essentially  Western  lines;  they  take  the  trnnk-line  classification, 
and  the  others  take  for  their  bnsiut<ss  what  is  known  as  the  Southern  classification. 

Q.  You  have  a  diTlsion  known  as  the  Southern  division? — A.  The  Southern  divi- 
sion; yes. 

Q.  And  one  known  as  the  Western?— A.  I  do  not  know  anything  about  that; 
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th&t  mnat  be  west  of  the  MisBisBippl.  Out  Southern  claasificatioii  does  not  go  to  the 
UiaaiSBippi;  itdoetiuot  tabeia  the  Mobile  and  Ohio  and  the  Illinois  Central.  Thej 
hare  atwafB  be«n  ont,  on  the  groand  that  their  competitiirs  were  largely  on  the 
Other  Bide  of  the  riTer,  and  they  had  to  work  with  them  and  not  with  the  roads 
farther  eaat 

Q.  (By  Mr.  Biplby.)  Do  von  make  that  statement  in  the  llRht  of  present  con- 
ditions? Do  j;oa  andentand  the  present  Sonthern  division  does  not  extend  to 
the Missiflflippi?— A,  Oririnallyit  aid  not.  and  never  did,aafarae  I  know;  audi 

geanmeitdoeenot  now.irom  the  remarhs  made  here  this  morning  with  reference 
the  Western  claseiflcation, 

Q.  (By  Mr.  Glabke.)  Would  it  befeaatblelnrailroadingtoestabllshazDnesyB- 
tem  of  classifitBtions,  bo  that  an  article  ehonid  go  in  one  claasiiication  nntil  it 
reaches  the  border  of  that  zone,  and  then  pass  into  another  if  it  is  carried  for  a 
long  hanl?— A.  I  shonld  have  to  study  the  conditions  before  I  conld  answer  that 
question  intelligently;  I  am  not  prepared  to  say  it  wonld  be  possible  or  practicable. 

Q.  (By  Mr.  RipI:EY.)  Do  yon  recognize  that  by  a  change  of  clsssificatton 
ratoa  may  be  advanced  or  decreased? — A,  Certainly;  yon  can  put  things  in  a 
higher  or  a  lower  ciasa. 

(^.  Have  yon  any  knowledge  of  the  recent  changes  in  the  Sonthern  otaesifica- 
tiouf — A,  None  whatever. 

Q.  Were  distinctions  made  in  the  original  Sonthem  Railway  and  Steamship 
Association  classification  between  carloads  and  less  than  carload  lots? — A.  Yea; 
some. 

Q.  Have  yon  any  opinion  ns  to  whether  that  distinctirm  was  as  great  i;b  it  is  at 
the  present  time?— A.  No.  That  fact  conld  only  be  arrived  at  by  detailed  com- 
parisons, which  I  have  not  mode. 

Q.  Have  yon  any  knowledge  respecting  the  cansee  which  led  to  tiie  low  rates  at 
Bl^mond,  Lynchbnrg,  and  Norfolk  on  tbrongh  bnsiness  from  the  West? — A.  The 
rates  from  the  West  t.i  Richmond  were  natnrally  reduced  when  the  Chesapeake 
and  Ohio  opened  in  1874,  because  tbey  made  trnnk-line  rates  to  those  cities  the 
same  as  to  Baltimore.  At  that  time  the  trnnk-line  rates  to  Baltimore,  whatever 
they  were,  were  adopted  by  theChesapeake  and  Ohio,  The  Western  business  had 
been  coming  throngh  Baltimore  prior  to  that  time  and  then  down  to  Richmond, 
being  distribnted  Soutn  on  the  rates  from  Baltimore  to  the  South  added  to  the 
tnink-line  rates  to  Baltimore.  But  when  the  Chesapeake  and  Ohio  adopted  the 
Baltimore  rates  at  Richmond,  natnrally  there  was  an  entire  change.  Ttiey  conld 
not  charge  any  more  than  the  locals  from  Richmoml  eonth  instead  of  the  locals 
from  Baltimore.  That  made  a  readjustmenL  The  present  basis  of  making  rates, 
as  I  nnderstand  it,  is  one  of  comparatively  recent  adoption — that  is,  tbey  make 
Bichmond,  Lynchburg,  Norfolk,  and  Portsmouth,  and  perhaps  Petersburg,  gate 
dties  from  the  Weet;  and  the  Western  lines  agree  to  make  the  rates  the  same  to 
all  tbesepointe,  notwithstanding  the  length  of  the  haul  varies.  Then  the  Southern 
lines  make  their  rates  to  interior  points  by  adding  either  locals  or  agreed  rates  to 
Interior  points.  That  is  something  entirely  new.  That  method  of  making  rates 
has  come  in  since  I  bad  any  connection  with  the  traffic,  and  1  am  not  familiar 
with  the  details  of  it. 

Q.  Does  it  seem  to  yon  to  be  an  improvement  over  the  conditions  whiuh  pre- 
vailed 10  or  12  years  ago?— A.  I  do  not  know  the  reasons  why  the  change  wai 
adopted.  There  may  have  been  good  and  sufBcient  reasons  for  it,  but  what  ttkey 
are,  I  am  not  informed. 

Q.  Have  yon  an^  information  respecting  the  recent  cases  before  the  Interstate 
Commerce  Commission,  involving  the  ottiea  of  Danville  and  Liynchbnrg? — A.  I 
have  not.  There  was  a  complaint  at  Danville,  bnt  I  have  not  read  about  it.  1 
remember  receiving  the  papers  from  the  Interstate  Commerce  Commlssion'B 
office,  bnt  I  did  not  read  them. 

Q.  Are  there  any  fast-freight  lines  operating  over  the  Seaboard  Air  Line  at  the 
present  time?- A.  No. 

Q.  No  fast-freight  lines  or  express  lines  which  transport  freight  in  the  South? — 
A.  No;  the  freight  lines  are  rnn  entirely  by  the  railroads  themselves,  who  do  the 
ifreigbt  business  now,  except  bo  far  as  it  Is  carried  on  passenger  ^uns  by  the 
express  companies. 

Q.  Have  yon  any  information  as  to  the  relations  between  the  railroads  and  the 
express  companies  in  that  bnsiness? — A.  No;  I  have  not  any  recent  information. 
Never  since  1  became  connected  with  the  Sealwjard  Air  Line  have  1  hod  occasion 
to  examine  that  company's  contracts,  and  I  do  not  know  what  the  arrangement 
with  the  express  company  is.  I  am  not  informed  as  to  the  contracts  of  that  com- 
pany with  the  express  company. 

Q.  What  were  the  former  relations  between  the  express  companlea  and  the  fast- 
nvight  lines  which  did  bnsiness  over  those  railroads?— A.  There  were  nof aat-freight 
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Uhm  in  the  SonUi  that  I  know  of;  nothing  like  the  Northern  faat-freieht  lines. 
The7  Were  all  made  up  b7  a  combination  of  the  railroad  oompaniea,  each  patting 
In  ita  qnotn  ot  can  and  making  a  line  organization,  which  was  the  railroad  com- 
panies acting  jolntJy;  and  the  railroad  companies  eeTerallj  had  no  intermediary, 
■ach  as  the  fut-freight  lines  on  some  roada  North.  Now  the  express  company's 
contracta,  bo  far  as  I  have  knowledge  or  am  at  present  informed  (and  my  informa- 
tion dates  back  to  the  time  when  1  bod  means  of  knowing  sbeolately),  call  for 
transportation  on  pasaenger  trains,  and  the  railroad  companies  a^ree  to  give  them 
the  available  s[iace,  not  to  interfere  with  the  transportation  of  the  mmls  or  paa- 
sengers  and  their  baggaee.  In  other  words,  the  railroad  is,  or  was,  the  sole  arbiter 
as  to  how  mnuh  spaoe  thejr  bad  that  conid  be  need  for  express,  and  ^low  little. 
Bat  the  ratM  were  made  by  the  express  company,  and  the  divisions  were  made 
iMtween  the  ra  Irood  company  and  the  express  company  on  a  percent^e  basis — a 
certain  percentage  for  local  and  another  percentage  for  through  boiiiiiees,  the 
express  company  gettinii;  a  larger  proportion  of  the  through  competitive  bnsinees 
than  it  did  of  the  local  bosineBH.  I  d^inot  recall  those  percentages  now,  I  coold 
give  them  nearly,  bnt  I  do  not  like  to  state  fignroa  that  are  not  acHolntely  correct 

Q.  Con  yoa  make  any  statemeut  respecting  the  general  pbvslcal  condition  of 
the  railroauB  in  the  Sonthem  States?    Have  they  improved  of  recent  years?-  * 

■""b;  they  have  improved  ver "- ' " '   *■-" '*  ' — *-   ■ — ■'-'- 

Is.  capacity  of  engines  ani 
bnproving  every  year,  too. 

Q.  Wtiat  is  tne  practice  in  that  part  of  the  country  as  to  making  ohu'ges  for 
new  equipment  and  improvements?  Is  it  to  make  thaee  ont  of  earnings  or  naoally 
by  the  issue  of  now  stock?— A.  Qenerally  oat  of  the  earnings,  becanse  the  osniu 
wayistoparohaseadditionalequipmentoD  the  car-trast  plan,  where  the  payments 
are  made  mnnthly  or  qnorterly. 

Q.  Are  these  car  trosts  common  in  the  Southern  States  at  the  present  time? — A. 
They  are  qnite  common;  very  general,  I  think. 

Q.  Now  as  to  the  improvements  that  are  made  in  the  way  of  additional  tecili- 
ties  for  handling  bnaineee?— A.  They  are  reinired  every  year.  There  is  a  differ- 
ence of  practice,  some  roads  charging  the  coat  to  operatinj;  expenses,  and  generally 
when  they  do  that  they  note  it  as  a  tietterment  included  In  operating  esi»en8es; 
others  charge  to  the  property  a^'connt  ai  a  coastmction  expense  U  it  is  of  any 
magnitade.  I  do  not  think  there  is  any  fixed  mle:  each  company  det«rmine8  tvt 
itself  how  it  shall  charge  it. 

Q.  Have  yon  formed  any  jndgment  as  to  what  is  the  proper  basis  tor  capitaliza- 
tion of  a  railroad?  Should  it  be  the  original  coet,  or  shoald  it  be  based  on  earning 
capacity?~A.  I  have  had  that  qneetion  before  me  more  thun  once,  and  I  am  free 
to  say  it  Is  the  hardest  problem  that  ever  was  propounded  to  me,  I  do  not  see 
how  yoa  can  properly  disregard  the  physical  value  of  property  and  p'ace  the  capi- 
talization solely  on  a  road's  earning  capacity,  and  yet  it  is  a  fact  that  the  public 
anil  financiers  appreciate  a  property  only  for  what  it  will  earn.  I  have  seen  that 
test  made  too  often  to  doubt  it.  i  was  called  npon  in  the  Cape  Fear  apd  Yadkin 
Talley  case.  The  question  there  was  that  of  separating  a  propertj^  which  had 
been  worked  as  an  entirety,  no  separate  accounts  having  been  xept  of  its  earnings, 
and  of  determining  the  relative  v^uo  of  the  different  parts  that  happened  to  be 
covered  by  different  teries  of  bonds.  Not  only  had  the  earnings  to  he  divided  in 
order  to  snow  the  relative  earning  capacily  of  each  section  of  the  road,  but  each 
section  had  to  be  appraised  oh  y  sic  ally.  In  that  case  I  presented  several  plans  on 
which  the  valae  of  the  bonds  could  be  ascertained.  The  one  that  I  recommended 
to  the  court  was  based  on  my  conviction  of  what  was  proper;  that  it  should  be 
treated  as  a  partnership  conceTn.  four  partners  putting  in  their  property  at  a  vain- 
ation  and  doing  busineas  and  each  one  getting  credit,  not  for  the  business  per- 
formed, but  for  the  amount  contributed  by  each.  That  is  the  nearest  illnstratlon 
I  can  give  yon  In  the  way  of  a  case  that  iuTolves  tbat  principle.  Practically,  the 
court  mode  the  award,  I  think,  ou  tbat  buais,  with  some  slight  modifiontione  In 
my  percentages.  In  other  words.  I  consider  the  value  of  a  property  and  the  value 
ot  the  franchise  as  two  different  things.  I  have  hod  that  same  question  presented 
in  propositions  to  consolidate,  where  there  were  diiTerent  properties  in  a  big  sys- 
tem, with  different  stockholde.  s,  and  the  majoritv  or  control  held  by  one  party, 
the  question  being  how  a  fair  consolidation  could  be  made  and  stock  issued  to  the 
stockholders  in  the  consolidated  road.  I  have  had  to  make  recommendationa  in 
such  cases,  but  I  can  not  recall  now  precisely  what  they  were.  I  arrived  at  some 
conclusion  in  that  particular  case. 

Q.  In  your  judgment,  theactualiuveetmentin  a  property  should  bear  a  definite 
relation  to  the  capitalization,  should  it  not,  rather  than  that  the  capitalization 
should  be  baaed  solely  upon  earning  capacity? — A.  I  think  so.  A  road  is<ertainly 
worth  something;  the  very  property,  if  taken  to  pieces  and  carted  away,  has  B<mie 
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pbjprioal  value.  There  is  where  the  queetiou  ocmw  in,  and  It  ij)  argaed  both  wajn, 
one  contentioo  being  that  yoaBhonid  take  only  what  the  old  rails  wonld  sell  for 
and  what  iho  buildings  would  be  worth  lor  farm  pnrpoBaa,  and  wliat  the  eqnlp* 
meat  would  seU  for. 

Q.  Yoa  areaasnming  that  tbephyaioal  plant  is  worth  more' than  the  earning 
capacity  of  the  road?— A.  Not  necessarily.  It  is  not  likely  that  a  road  would  be 
torn  up  if  there  was  any  valne  to  the  franchise  whatever;  but  in  the  erent  the 
franchise  was  warthLesg,  the  physical  value  of  the  road  would  be  iho  only  element 
of  value  in  tl:e  road. 

Q.  What  was  the  principal  cause  of  iba  various  receiverships  of  prominent  rail- 
roads, Bucb  as  the  Norfolk  and  Western  or  the  Richmond  Tenumal,  etc..  4  or  5 
years  ago?  Were  they  due  to  defect  of  management  or  ta  financial  mismanage- 
ment?— A.  Financial  tnismausgement,  or.  I  would  rather  say,  I  do  not  know  that 
Uiat  expresses  it  eiactly.  I  might  say  that  in  their  aniiety  to  build  np  a  big  sys- 
tem they  bought  properties  and  paid  higher  prii^es  for  them  than  should  have 
been  paid — more  than  they  were  worth.  Itt  other  words,  in  the  case  of  the  Ter- 
minal company,  they  dilated  an  exceedingly  valuable  stock  by  hanging  on  to  it 
weak  properties  untU  they  broke  its  back.  I  speak  of  the  Richmond  and  Danville 
road.  A  more  solvent  institntion  never  existed  nntiL  they  loaded  it  down;  and  it 
was  notreally  bankrupt  when  they  put  it  in  the  hands  of  the  receiver.  It  was  not 
in  default  even  on  a  note — a  very  sbrange  case. 

Q.  (By  Mr.  Kennedy,  )  Was  not  rata  wars  one  of  the  great  factors?— A.  No; 
not  in  that  case  nor  in  the  case  of  the  Norfolk  and  Weetem— the  Atlantic,  Missis- 
sippi and  Ohio,  which  is  now  the  Norfolk  and  Western. 

Q.  Ruinous  competition  or  rate  cutting  has  nothing  to  do  with  bringing  about 
the  receiverships?— A.  I  am  referring  to  these  two  particular  companies.  In 
many  of  them  failure  Was  due  to  reckless  competition. 

Q,   (By  Mr.  Eipley.)  There  is  danger,  then,  in  the  growth  of  great  conB<^- 

lationa,  that  they  may  be  formed  on  a  baai *■■'-' '"  — *■"* — •'  *■' -' 

adverse  years?— A.  Yea;  if  left  to  the  jud 
nake  mistakes  and  issue  too  much  stock. 

Q.  The  criticism  has  been  made  of  the  Southern  Railway  that  it  baa  acquired 
many  of  its  constituent  properties  at  a  very  high  figure,  and  that  Ita  capitalization 
at  the  present  time  is  eicossive.  Have  you  any  statement  to  make  respecting  the 
capitalization  of  roads  in  general  through  the  South? — A.  No,  I  think  you  referred 
to  the  8onthern:  If  my  memory  does  not  fail  me,  the  Southern  has  actually  aaked 
permission  of  the  legislature  to  reduce  its  capitalization. 

Q.  It  has  at  the  present  time?— A.  1  think  so;  at  the  last  legislature;  but  what 
disposition  WAS  made  of  the  request  I  do  not  know.  I  heard  at  the  time  that  there 
was  a  move  of  that  sort;  that  they  had  erred  in  putting  their  capital  too  high. 

Q,  (By  Mr.  Kennbdy.)  The  legislature  of  what  State?— A.  Virginia.  The 
Southern  la  chartered  in  the  State  of  Virginia,  The  Stat«  gave  the  road  a  very 
liberal  charter,  withont  any  name,  and  the  opportunity  to  fix  the  name  afterwards. 

(Testimony  closed.). 
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Secretary  Chamber  of  Cmnvmrce,  IHttsburg.  Pa. 

The  commisaion  met  at  10.5Q  a.  m..  Chairman  Kyle  presiding.  At  3.S7  p.  m. 
Hr.  George  H.  Anderaon,  secretary  of  theChamber  of  Commerce,  Pittsburg,  Pa., 
was  introdnccd  i<sa  witneaa,  and,beingdnly  sworn,  testified  as  follows; 

Q.  (By  Senator  Kyle.)  Please  state  yoor  full  name,  address, and  occupation. — 
A.  Oeorge  H.  Anderson;  secretary  of  the  Chamber  of  Commeroe;  Pittsburg.  I 
have  prepared  a  brief  statement  in  writing  which  I  wish  to  submit,  and  aa  it  baa 
been  done  with  a  great  deal  of  haste  I  wonld  be  very  glad  to  explain  my  written 
paper  with  any  ii^ormation  that  ^onr  queetions  may  draw  out 

(The  witness  announced  his  subject  to  be  "  Transportation  as  affecting  industrial 
affairs  in  the  United  States,"  and  read  as  follows:] 

'■  In  accepting  your  courteous  invitation  to  appear  before  you  and  contribut* 
any  observations  of  my  own  regarding  the  maitera  under  consideration.  I  fully 
appreciate  the  fact  that  the  questions  of  labor  and  induatrial  activities  in  their 
economic,  social,  and  political  aspects  are  second  to  no  othem  affecting  the  welfare 
and  prosperity  of  our  cooniry. 
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"I  have  taken  tiie  libertv  of  following  mj  own  line  of  tbonght,  rather  tban 
imdertaking  todiacnnin  mlnnte  detail  the  pnmoaltlonBao  intelligently  oonaidered 
and  eabmlUed  hj  jont  committee,  and  trast  toat  details  may  be  bronght  ont  bj 
a  aapplemental  tau  before  your  body. 

"  Yon  will  nnderstand  that  most  ol  mj  practical  obeerTatlonfl  in  the  matter  of 
Indnstiiea  and  traneportation  have  been  made  ia  the  Plttsborg  district,  where  I 
have  reaided  all  my  life,  and  theee  can  not  fail  to  throw  some  Jisht  on  the  matters 
nnder  discnssion,  when  it  ie  nnderatood  that  Pittaborg  is  the  largest  nrodnoioK 
center  in  the  wwld,  and  has  contribnted  a  fnll  share  in  that  export  trsffio  whtoh 
now  exceeds  $3,000,000  daily  in  eicesa  of  imports,  and  ia  a  leaaing  factor  in  the 
DDexampied  proBDOTity  of  our  nation. 

"The  Old  World,  in  its  supremacy  aa  aprodnciug  center  for  a  thonsand  years, 
achieved  the  height  of  its  snccees  mainly  necaoae  the  cheapaeaa  of  labor,  which 
bronght  its  working  people  to  the  verge  of  a  piraper  class,  who  were  only  glad  to 
earn  enongh  for  daily  bread  of  the  coarsest  kina,  and  ntterly  wlthont  any  hope 
for  a  bettormeot  of  condition  for  themselvea  or  their  children, 

"  In  this  eonntry,  richly  endowed  as  it  is  by  the  CreHtor,  no  snch  model  for 
indnstrial  conditions  can  be  accepted,  but  we  may  consider  the  ezperiencee  of  <dder 
conntriea  as  so  maoy  atndieH  to  perfect  the  eyatem  of  the  new. 

"In  onr  land  the  conditions  of  nncceas  and  prospect  for  contlnned  prosperity 
are,  in  my  view,  to  be  found  in  a  system  of  transportation,  the  cheapest  and  beat 
to  be  attained,  that  will  bring  onr  prodncte  to  tide  water  and  thence  to  the  mar- 
kets of  the  world;  or,  inother  words,  cheap  transportation  rather  than  cheap  labor 
will  enable  the  United  States  to  hold  its  vantage  gToand  in  the  world's  traffic. 

"  The  increase  in  popnlatioo  and  wealth  in  this  country  is  lordly  dns  to  ita 
indnstrial  devflopment,  and  this  increase  would  have  been  simply  unpoasihle  bnt 
for  an  expansion  in  railway  facilities,  whic^,  to  the  credit  of  American  enterprise, 
has  always  kept  in  advance  of  theri^airement. 

"  Take  forillnatration  the  city  of  Pittabnrg.  InlBSOithadapopnlationof  abont 
1S,000,  and  np  to  li^iiO  the  increase  was  very  moderate  nntil  the  entry  of  the  Penn- 
syWania  Railroad  in  1852. 

"  This  was  the  real  beginning  of  a  career  of  prosperity  in  indnstrial  linee  nnex- 
ampled  probably  in  the  world's  history.  Theadvent  of  the  Pennsylvania  Railroad 
was  followed  by  the  Pittabnrg,  Fort  Wayne  and  Chicago  system,  west  and  north. 
Theee  were  followed  by  the  Baltimore  and  Ohio.  Pittsburg  and  Lake  Erie,  and  a 
nnmber  of  others  of  more  or  less  importance,  and  last  of  all  the  Beaaemer,  or 
Carnegie  road,  connecting  the  traffic  of  the  Great  Lakes  with  Pittsbarg,  The 
especial  bneineea  of  tbia  line  is  to  bring  ores  from  the  Lake  Superior  region  to  the 
fnmacee  in  this  district,  and  having  vessels,  docks,  and  mines  of  its  own.  is  ena- 
bled to  carry  ita  great  bnrden  of  traffic  at  the  cheapest  possible  cost,  and  marks 
Pittsbnrg  ae  the  greatest  producing  and  distribntiug  center  in  tonnage  in  the 
world. 

*■  During  the  last  year  2,290,000  car  loads  were  handled  in  Pittsbnrg  (not  inclnd- 
ing  freight  in  transit};  in  tons,  57,050.465;  river  traffic,  8,818,166;  total,  69,868,681 

"  The  population  within  corporate  limits  is  330,000;  in  the  coonty,  which  Is  the 
real  Pittsburg,  are  over  800.(100  people,  and  of  thla  nnmber  150,000  men  are  em- 
ployed in  the  Torions  prodncttve  plants. 

"The  total  capital  employed  is  estimated  at  (3,000,000,000,  The  Pittsbnrg  dis- 
trict, taking  Pittsbnrg  as  a  center,  within  a  radius  of  60  mllea,  contains  a  larger 
popalation  than  any  corresponding  area  in  the  United  States  west  of  the  Atlantic 
coast,  and  is  really  an  empire  of  indnstrial  enterprises, 

"  With  theee  bnef  facta,  it  will  lie  easy  to  see  that  a  complete  interdependence 
exists  between  indnatrial  interests  and  transi)Ortation;  neither  cnnld  prosper 
without  the  other. 

"  IVages. — The  wages  of  the  railroad  men  are  probably  the  moat  stable  of  any. 
The  tendency  is  toward  piece  or  contract  work— the  rive'  men  being  paid  by  the 
trip  and  meohanics  by  the  piece.  In  times  of  depression  it  is  the  rule  to  give  the 
trtrinmen  approximately  <  nil  time,  and  to  let  the  extra  men  go.  In  shops  there  is 
a  reduction  in  hours,  bnt  not  in  rates.  Blacklisting  discharged  employees  is  not 
done  on  any  of  the  large  railway  aystcma. 

"  Provinions  for  sick  tind  dimbled  emploi/pes.—On  some  of  the  large  systems  there 
ore  established  volnnte*r  relief  departments,  to  which  the  railroad  companies  con- 
tribute enough  to  pHy  all  expenses,  and  they  also  gnarantee  to  make  np  any  defl- 
olency  in  the  event  that  the  contribntions  of  the  tii  embers  are  not  snfficient  to  pay 
all  obligationa.    Memberahip  in  the  relief  department  is  entirelv  volantary. 

"Pennsylvania  lines  west  of  Pittsbnrg  have  abont  30.000  employees,  wltn  18,000 
members  of  the  relief  department,  or  a  Tittle  over  01  per  cent. 
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Ueatb  benefit: 
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"The  members  of  tht-ee  departments  are  stroiiKly  in  favor  of  tbem,  and  vigoroiuly 
oppoee  action  and  efforts  on  the  ^art  of  repreeentativea  of  life  and  accident  oom- 
paaiee  and  officers  of  labor  orKamzations  having  benefit  orders  to  h&ve  legislative 
actloD  taken  to  break  np  relief  departments  of  railroadB. 

"Sa/e^  appliances.  ^The  intrwnction  of  safety  appliances,  ench  asantomatic 
conplerB,  air  Drakes,  and  hand  holds,  while  costing  the  railroads  of  the  conntry  a 
good  many  millions  of  dollars,  has  rednced  the  nnmber  of  casualties  to  railway 
employees  from  21^  per  cent  of  the  total  nnmber  of  cases  reported  to  lOper  oent  (a 
total  cases  reported. 

"  Ea:tj^et  from  Book  of  Ruie». — The  nse  of  Intoxicants  by  employees  while  on 
dnty  Is  prohibited.  Their  habitnal  nse,  or  the  freqnentlng  of  placea  where  they 
are  sold,  is  snfScient  canse  for  dismissal. 

"  This  rnle  is  strictly  enforced  on  al^  larger  railroads,  and  has  a  most  excellent 
effect  on  the  men,  and  dmnkenneee  Is  very  rare  among  railroad  men  where  it  was 
very  common  30  years  ago. 

"  Unjust  diaeriminatioii  and  undue  preferenee  by  nii'i roads. —This  is  not  prac- 
ticed to  the  extent  thsit  pnhllc  opinion  would  lead  one  to  believe.  If  one  city  or 
district  is  specially  favored  in  any  respect,  it  is  bnt  a  short  time  until  the  railroads 
In  other  districts  are  compelled  to  grant  same  concessions  in  order  to  protect  indne- 
tries  dependent  upon  them,  as  by  protecting  yonr  patrons  yon  Bustain  the  life  of 
the  railroad. 

* '  Stability  of  rates  is  more  desirable  than  extremely  low  ones.  Discriminations 
against  any  special  locality  can  not  exist  for  any  very  great  length  of  time. 

"Tbefavonngof  special  shippers  and  special  commodiciea  of  the  Canadian  roads 
has  forced  railroads  in  the  United  States  to  give  equal  conceesions;  and  if  these 
rates  ate  not  remunerative  the  loss  must  be  made  by  excess  charges  in  other  com- 
modities and  on  other  shippers. 

"  If  one  city  or  district  is  specially  favored,  it  is  but  a  short  time  nntil  railroads 
in  other  districts  will  be  compelled,  in  order  to  maintain  themselves,  to  offer  ship- 
pers same  or  better  rates  thiin  the  specially  favored  district  temporarily  enjoys. 

"  While  recognizing  the  importance  of  railway  service  as  the  greatest  factor  in 
Industrial  interests,  I  wish  to  call  especial  attention  to  waterways  transportation. 
without  wh'ch.  lu  spite  of  railway  facilities,  the  commercial  traffic  and  general 
prosperity  of  oar  conntry  would  be  dwarfed  and  crippled, 

"The  waterways  of  the  Great  Lakes  furnish  transportation  for  over  55,000,000 
tons  annually  at  a  rate  simply  impossible  in  railway  service.  The  greater  part  of 
this  vast  traffic  Is  in  the  ores  of  the  Superior  region,  and,  at  a  cost  of  half  a  mill 
per  ton  per  mile,  has  made  possible  the  snpremacy  of  the  United  Statoa  in  iron  and 
steel  prodnction, 

"  The  navigable  streams  in  the  great  Mississippi  and  Ohio  valleys  carry  a  bur- 
den of  over  110,000,000  tons,  which  is  distributed  from  the  head  waters  of  the  Ohio 
to  the  Gulf  of  Mexico,  thence  to  the  world's  markets. 

"Thenat  on  is  to  be  congratolated  that  onr  Government,  appreciating  the  ines- 
timable value  of  the»e  greet  aiteries  of  traffic,  through  which  pass  our  commerce 
which  is  the  lifeblood  of  the  natiou.  is  doing  all  that  is  necessary  to  preserve  and 
Improve  these  eb  that  the  best  results  may  be  attained. 

"  The  scarcity  and  high  price  of  fuel  in  the  older  countries  is  rapidly  taking 
front  them  th^  supremacy  in  productive  forces.  With  the  cheapest,  best,  and 
most  abundant  supply  of  fuel,  tne  center  of  industrial  prodnction  will  be  changed 
to  the  United  States.  Not  only  so,  but  with  our  unlimited  coal  deposits  ami 
favorable  transportation  rates  by  rail  to  the  Atlantic  coast.and  water  to  the  Golf, 
the  world  will  pay  tribute  to  the  United  Statee  for  its  fuel  supply  in  the  future. 
The  construction  and  ownership  of  an  Isthmian  canal  will  stilt  further  advance 
our  facilities  for  export,  and  would  prove  the  greatest  boon  to  our  conuuerce. 
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"  I  un  compelled  JTUt  here  to  digress  slightlv.  in  calling  7onr  attention  to  tbe 
ImperatiTe  demaod  for  relnataEement  of  the  United  States  merchant- ehip  Hervice. 
to  carry  our  omi  prodnctiona  into  murket.  Ualens  the  Government  niakee  pro- 
'  "  a  for  this  tack  in  transportation,  pray  let  me  inquire  what  use  there  would 
'      ■■'       t  ahip-  '-  ■--    =-"     ' '■  -^ — • -'- ^ 


be  for  eucli  canal  withoat  ehips  to  traverse  it?    It  would  simply  b 

to  tha  ships  of  other  countries,  withont  any  corresponding  advantage  to  onre, 

■•There  should  be  no  rivalry  between  rail  and  water  transportation.  One  is 
siDl'  ly  a  powerful  auxiliary  to  the  other.  In  Enrope,  where  improvement  of 
waterways  for  transportation  ia  carried  on  to  an  extent  not  dreamed  of  in  this 
country,  it  has  been  found  that  where  navigable  waterways  have  been  astablished 
new  railroa<)s  have  been  found  necessary  and  older  and  unprofitable  ones  parallel- 
ing these  streams  have  been  made  prosperous. 

"  The  London  Chamber  of  Commerce,  the  best  authority  on  industrial  ethics, 
Bays  in  its  Journal  of  March,  editorially,  that  the  enonjions  sums  expended  in 
France.  Oermany,  Austria,  and  other  countries  on  the  Continent  in  construction 
of  canals  and  other  waterway  improvements,  is  Jrom  an  enlightened  commercial 
policy,  giving  the  easiest  and  most  economical  transportation  of  products  to 
markets,  and  unless  tireat  Britain  adopts  similar  meseores  she  will  lose  her  pre- 
eminecceas  a  producing  nation. 

"  Words  coming  from  such  a  source  are  of  the  deepest  importance,  and  this 
country  should  not  be  slow  in  giving  them  the  moetprofound  consideration. 

"The  great  Kiel  ^hip  Canal,  c<>nnectmg  tbe  waters  of  the  North  Ser  with  the 
Baltic,  originally  constructed  by  the  German  Empire  solely  for  military  require- 
ments, has  InrniBbed  a  genume  anrprise  to  its  makers. 

"  Beports  from  Kiel  tor  tbe  first  year  of  its  operations,  ending  March,  1900, 
show  that  26.ur)l  vessels  used  the  canal,  all  of  whub  are  merchant  vessels,  many 
being  large,  ocean-going  ships,  except  6-)2  belonging  to  the  German  navy. 

"  In  our  own  country,  the  first  of  a  proposed  line  of  steamships  from  the  Great 
liakes  to  Europe  direct  will  leave  Chicago  for  Hamburg  via  the  Welland  Canal 
and  at.  Lawrence  River.     Other  steamers  are  scheduled  to  follow. 

•'  The  effect  of  carrying  Amerii;an  products  from  the  heart  of  our  conntry  to 
centra]  Europe  by  contincns  water  transportation  can  only  be  sarmised.  It  may 
result  in  a  revolution  in  the  carrying  trade  to  markets  in  the  Old  World. 

"Theuiagnitade  of  interests  involved  in  the  transix}rtation  and  industrial  situa- 
tion are  worthy  of  careful  mveetigation  and  the  enactment  of  proper  laws  for 
their  government  and  control. 

''The  Interstate  Commerce  Commission  has  been  nreated  with  a  view  toreetrain- 
Ing  railways  from  any  undue  exercise  of  power  or  discrimination  unfair  to  the 
general  public.  In  my  judgment  this  body  should  be  sustained  In  its  work  by 
adeqnat«  legislation  consistent  with  equity  and  proper  railway  management. 

"Pooling  agreements  should  be  legalized  as  between  tronk  and  competing  lines; 
such  agreements  made  public,  and  nnder  control  of  the  Inter.itate  Commerce 
Commission.  To  refuse  legal  authority  lor  such  poolingis  tocontinoe  the  system 
withont  restraint  or  pnblicity,  which  is  against  public  policy,  and  leaves  a  wide- 
C^n  door  to  unfair  discriminations. 

"One  of  the  moetaerions  questions  in  tbe  whole  range  of  the  subjects  nnder 
investigation  is  the  proper  method  of  dealing  with  the  great  army  of  men  employed 
bj  railway  acd  industrial  interests.  In  my  judgment,  most  of  the  strikes  could 
be  avoided  and  differences  settled  by  a  friendly  plan  of  arbitration  and  a  recog- 
nition of  labor  associiitions.  OarsystemofedncationisBucb  that  American  work- 
ingmen  have  sutUcient  intelligence  to  understand  their  rights  and  courage  to 
maintain  them. 

"After  all.  it  is  a  matter  of  pnnctillio  to  agree  to  meet  individual  workmen  but 
reject  their  representatives.  Wise  laws  of  recent  enactment  In  England  and 
France  providing  for  arbitration  of  labor  difficulties  have  caused  strikes  to  be 
almost  a  thing  of  the  past,  and  might  be  adopted  with  good  results  in  this 
country. 

•■  Your  commission  has  before  it  an  exhaustive  investigation  of  the  conditions  of 
transportation  and  industrial  interests  of  our  country,  and  if  possible  present 

Slans  by  which  eiinitable  and  harmonious  relations  shall  be  maintained  between 
lese  great  factors  in  the  country's  progress. 

"Should  these  be  successfully  carried  out  your  work  would  he  of  incalculable 
value,  and.  inmy.indgment.  the  great  factors  necessary  to  these  ends  will  be  found 
in  conciliation,  arbitration,  and  mutual  forbearance." 

Q.  (By  Mr.  Kennedv.)  I  want  to  ask  you.  Mr.  Anderson,  if  there  are  any  dis- 
criminations practiced  by  the  transportation  companies  against  Pitteburg  at  lbs 
present  time  that  yon  have  to  complain  of?— A.  The  question  is  a  very  pungent 
one.  I  have  given  the  matter  a  great  deal  of  consideration,  and  I  find  that  dls- 
crimiDations  against  Pitteburg  have  largely  disappeared.    The  time  has  gone  by 
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wben  PittebnTK  snfFered  greatly  from  railroad  discriminatioik,  and  with  the  beet 
information  I  can  get  from  people  wbo  are  most  largely  intereet«d  in  the  txana- 
portation  intereata  of  Pittabnrg  I  can  tind  no  special  causes  of  complaint.  I  imag- 
uied  there  were  each  caneee  until  I  made  an  inveeti^ation. 

Q.  Yoti  tbink  tbat  a,U  the  shippera  are  treated  alike  by  the  railroad  oompaniee 
aa  far  as  the  roads  are  concerned?— A.  If  there  ia  any  discrimination  against  cer- 
tain people  or  certain  interests  I  have  no  knowlt'dge  of  it,  nor  could  I  obtain  any 
information  indicating  that  state  of  affaira. 

Q.  As  secretary  of  the  PittBbnrg  Chamber  of  Commerce  wonld  yon  be  likely  to 
know  of  snch  practifes  if  they  existed? — A.  Yes,  1  wonld  like  to  state,  in  farther 
answer  to  your  qneetion.  that  some  three  j'eara  ago  the  chamber  erf  oomm^^ie, 
with  the  theory  that  there  were  discriminations  against  Pittsbnrg  interesta. 
attached  a  transportation  board  to  the  chamber  of  commerce  and  employed  one 
of  the  most  competent  men  they  conld  get  in  connection  with  it.  We  maintained 
that  bureau  for  2  yeurs,  and  at  the  end  of  the  time  divorced  the  bureau  from  the 

Seneral  bnsinese  of  the  cb^^mber  of  commerce  for  the  simple  reason  that  we  conld 
nd  nobody  wbo  had  any  complainta  to  make  againet  the  transportation  incerests, 
As  far  as  I  am  concerned,  as  head  of  the  chamber  of  commerce  I  took  every  pains 
tonu^e  that  department  of  use  to  thepeople,  and.  if  possible,  find  ont  if  tiierewaa 
any  discrimination.  I  found  no  system  of  discrimination  against  our  people  at 
al).  Whether  things  go  on  ttiat  I  conld  not  discover  is  another  matter.  Onr 
doors  are  wide  open  to  all  people  transporting,  and  with  the  exception  of  2  or 
3  trivial  complainte  there  was  no  discrimination,  and  they  were  corrected  as 
soon  as  the  railroad's  attention  was  brought  to  them.  I  conld  not  find  any.  Yet 
I  told  you  here  my  own  personal  opinion  had  bf  en  that  there  was;  bnt  1  bad  no 
authority  tor  that  belief  except  general  impiession. 

Q.  You  do  not  know,  then,  that  these  discriminations  did  eiist  in  the  past? — A. 
Yee:  I  knew  of  my  own  knowledge  they  did  exist  in  ypars  gone  by. 

Q,  You  think  now  tbat  there  is  n  marked  imj  rovement?~A.  A  very  marked 
Improvement,  and  1  have  gone  as  far  aa  a  man  can  go  in  finding  ont  from  the 
other  side  their  purposes  and  their  actions  in  regard  to  this  matter;  and  most  reli- 
able railway  men  I  nave  talked  to  about  the  matter  say  tbat  they  are  glad  to  be 
relieved  of  any  apparent  necessity  of  making  discriminations.  In  the  early  days 
of  railroading  a  railroad  ofBcer  wou'.d  have  a  brother,  a  cousin,  or  other  relative 
in,  say,  the  coal  bnainess,  snd  wonld  give  him  a  special  rate  on  coal  to  Philadel- 

Shia,  and  the  man  across  the  road  won'd  send  his  coal  to  Philadelphia  and  pay 
onble  the  price  for  transportation.  There  sei  med  to  be  no  w^  to  remedy  the 
evil;  bnt  under  the  pre-ent  condition  of  aSaira,  und  on  account  of'^the  supervising 

Kwer  of  the  Interstate  Commerce  Commission,  1  am  sore  that  distDriminationa 
ve  been  almost  entirely  abandoned, 

Q.  Do  yon  think  the  change  is  due  more  to  the  action  on  the  part  of  the  Inter- 
state Commerce  Commission  than  to  the  community  of  interest  or  a  better  work- 
ing nnderatanding  between  railroad  managers? — A.  I  think  it  has  come  about 
largely  by)  oth  these  infinences  that  yon  speak  of.  Public  opinion,  which  clamors 
for  recf^^ition  and  correction  of  wrongs,  has  l:e^n  a  potent  factor  in  mending 
mattera,  and  now  tbat  the  Interstate  Commerce  Commission  has  access  to  compel 
men  to  develop  the  condition  of  their  bnameas,  I  tbink  it  has  bad  a  great  deal  to 
do  with  lessening  the  disc  rim  i  nations  practiced  in  this  connti^. 

Q.  Has  the  great  prosperity  of  the  countr^r-  which  gives  tbe  railroads  all  they 
want  to  do  without  discriminating  and  cutting,  had  anything  to  do  with  bring- 
ing about  a  better  state  of  affairs  in  this  respect?— A,  I  bad  not  thought  of  tbat 
especially,  bnt  I  wontd  tbink  it  reasonable  tbat  It  wonld  have  such  a  tendency. 
During  the  last  a  or  8  years,  aa  you  all  know  (and  I  speak  more  especially  of 
Pennsylvania  interests  and  of  the  Pittsburg  part  of  it,  knowing  more  about  it), 
the  railroads  have  had  all  they  could  do.  and  more.  They  have  been  overtaxed. 
Traffic  has  gone  north  and  sooth  of  the  Pennsylvania  lines  simply  t^ecanse  they 
hod  not  cars  for  transport ation.  All  their  roadbeds  were  lined  with  trains  carry- 
ing the  products  of  the  State  from  qne  end  to  the  other;  and  it  would  be  ent!re;y 
reasonable,  it  seems  to  me,  that  there  would  be  no  occasion  for  railways  to  prac- 
tice any  such  discrimination  as  has  lieen  indnlged  in  heretofore.  The  thing  1b  to 
only  get  the  railroad  to  carry  your  stuff.    The  question  of  discrimination  does  not 


their  profits  being  correspondingly  great,  without  any  special  increase  in  the  rates 
of  transportation. 

<j.  Would  yon  fear,  in  the  event  of  another  era  of  business  depression,  that  they 
might  get  back  to  this  practice  of  discriminating  to  got  trade,  or  do  yon  believe 
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ander  proper  restrictions  and  under  the  control  of  the  Interstate  Commerce  Com- 
mission,  will  cause  the  discri  mi  nations,  tia  a  role,  to  diaappear  throughoat  the 
United  Statea,     That  is  my  judRment;  1  am  very  strongly  of  that  opinion. 

Q.  Have  yon  tbonght  aliont  the  little  need  that  there  will  be  for  legalized  pool- 
ing and  the  leaaened  demand  for  it  hy  railroad  magnates  at  the  present  time  as  a 
reen'-t  of  railroad  consolidations  and  commnnity  or  intereeto?— A.  The  refnaal  of 
the  General  Government  to  legalize  pooling  will  force  the  raiiroads  into  consoli- 
dation, in  my  jndgment.  Then  yon  will  have  the  condition  of  affairs  that  yon 
hint  at.  If  this  system  of  pooling  is  recognised  and  nnder  proper  control,  it  will 
nleaae  the  railroad  companies  from  the  necessity  of  each  a  consolidation,  which  I 
think  will  be  a  yer^  bad  thing  for  the  general  liitereats  of  this  cotmtry, 

Q.  Don't  yoa  see  it  taking  place? — A.  Bat  to  sti'I  further  answer  yonr  qneationa, 
I  would  call  your  attention  to  the  fact  that  the  railroad  interest,  as  I  said  in  my 
rei>ort.  la  the  great  indastrial  interest  of  this  conntry.  The  money  of  capitalists 
1b  inveHted  in  railroads;  the  money  of  estates,  widows,  and  orphans,  ana  almost 
any  man  or  woman  who  has  a  little  snrplns  money  or  a  great  snrplaa  of  money  is 
Interested  in  railroad  secnrities;  and  if  it  was  thought  aoViaable  to  refuse  toallow 
railroads  to  make  equitable  rat«H.  aiid  to  allow  them  such  means  of  preventing 
the  ont'throat  rates  as  hare  prevailed  at  times,  and  railroads  destroyed  each  other, 
aa  they  nltimately  would,  it  would  bring  a  disaster  on  this  conntry  not  comparable 
with  anvthing  that  hasevKr  taken  place  l«fore,  I  look  toward  and  dread  the  time 
that  railroads  might  became  bankrupt  by  restrictions  of  that  kind,  and  disturb  the 
interests  of  the  country  commercially'  industrially,  and  financially,  and  it  is  the 
duty  of  this  commission,  as  well  as  that  of  every  thougbtfnl  citizen,  to  see  that 
the  railways  are  properly  protected.  Qreat  as  they  are,  and  rich  as  they  are, 
public  sentiment  has  a  great  deal  to  do  with  maintaining  the  railway  system 
profitably  or  of  letting  it  goto  the  dogs.  Yon  all  are  old  enough  to  see  the  effects 
of  railro-id  cutting.  1  am  getting  a  carload  of  prodnce  at  half  price;  I  rejoice  that 
I  only  par  ( >0  for  this  car  of  freight  when  I  used  to  pay  (150.  The  managers  of 
other  railroads  hear  of  It.  and  they  bring  a  carload  through  their  road  for  half 
of  that  again,  and  in  addition  come  to  my  place  and  give  me  a  chromo.  or  a  free 
pass,  or  something  of  that  sort.  1  don't  know  anything  about  it,  e.icepting  that 
those  rates  are  ruinous,  and  that  no  railroad  could  maintain  itself  loni^  under 
SHch  a  condition  of  affairs,  and  no  thinking  man  or  uouimunity  of  men  wants  the 
railwa3-s  to  be  prostrated  or  lose  money  and  become  baniirnpt.  If  they  should 
we  would  all  be  in  the  same  condition;  but  I  look,  aa  far  as  is  possible  from  my 
point  of  view,  to  the  fact  that  this  nation  of  onre  is  so  richly  dowered  with  natural 
resourceB,  mineral,  agricnitaral,  climatic,  with  everything  that  is  conducive  to 
wealth  and  prosperity,  and  to  the  fact  that  we  have  scqaired  just  now  such  a 
position  of  vantage  over  tho  Old  World  producers,  and  I  believe  that  we  will  all 
conclude  that  it  becomes  us  all  as  much  aa  po.saible  to  preserve  this  condition  of 
affairs  rather  than  to  injure  tbsTallraads  by  putting  a  restriction  that  would  act 
injuriously  on  everyinduBtrial  or  agricnltural  interest  of  thecountry.  They  must 
be  prBser\-6d  and  cared  for  as  an  integral  jiart  of  the  prosperity  of  the  country. 

Q.  Yon  say  if  legalized  pooling  is  not  al.nwed.  that  these  consolidations  or  com- 
munitv  of  interests  which  I  have  alluded  to  would  be  apt  to  be  fur.  ed  because  of 
refusal.  Do  you  believe  that  there  is  now  such  a  consolidation  of  the  railroads  of 
the  cotmtry,  uniting  three  or  four  gkeat  systems,  and  that  the  commnnity  of  inter- 
est and  management  between  those  great  systems  is  so  compact  that  the  roads  are 
virtually  relieved  of  the  necessity  of  asking  for  legalized  pooling?— A.  Perhaps 
that  is  measnrablv  trae.  and  I  believe  the  great  lines  of  transportation  railways  of 
the  country  have  been  driven  to  that  reaoitas  theonly  altercailve  between  throat- 
cutting  rates  and  saving  themselves  from  los.\  I  think  if  Congress  had  legalized 
pooling  3  or  4  years  ago,  that  such  a  thing  as  the  great  Pennsylvania  system 
trying  to  control  tbe  Baltimore  and  Oliio.  or  of  any  great  system  controlling 
the  other  hy  acauiring  a  majority  of  its  stock  there  would  be  no  necessity  for 
these  things;  ana  after  that  I  never  could  see  how  anything  but  a  destructive  and 
wasteful  competition  between  raiiroads  will  ensue  unless  they  have  themselves 
the  privilege  of  pooling,  or  unless  other  courses  necessary  to  their  safety  shaU  be 
provided,  I  think  yoa  have  struck  the  hinging  question  tn-day  aSectlng  the  trans- 
portation intereete  of  the  cotmtry. 

(j.  In  what  waj'  wonld  yoa  enlarge  tbe  powers  of  the  Interstate  Commerce  Uom- 
miBSion  to  have  it  more  effective?— A.  I  would  suggest,  without  a  great  deal  of 
thought  on  the  subject,  that  their  powers  could  be  properly  enlarged  by  placing 
them  in  charge  of  pools  to  be  carefully  provided  for  by  law,  and  that  the  dedsioiu 
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of  the  Interstate  Commerce  Commission  nhonld  bind  the  railways  unlera  they  are 
decided  afterwards  illegal  hj  the  courts.  A  man  or  a  compuny  moBt  have  his  or 
Its  day  in  court.  There  is  no  infallibility  among  men  that  I  knowttt,  bnt  I  think 
it  stands  to  reason  that  if  there  were,  if  laws  wtre  provided  for  pooling  nnder  the 
care,  oversight,  and  direi'tion  of  the  Interstate  Commerce  Commiasicn,  that  their 
decieiona  should  stand,  and  they  would  prevent  nnjuat  discriioinatjon.  Such  laWs 
would  ma::o  all  railways  more  or  less  prosperous  and  reiere  the  railway  com- 
panies from  this  dire  necessity  of  controlling  the  Block  of  other  roads  in  order  to 
cut  loose  from  danneroaa  (competition.  The  waste  of  competition  has  been  a  great 
factor  at  times  in  theafiairaof  our  country,  and  these  vast  combinationa  that  have 
bo"n  formed  within  the  last  3  or  3  years  are  the  result  of  wasteful  competi- 
tion between  institutions  of  the  same  kind,  one  on  one  side  of  the  street  and  the 
other  on  the  other.  One  city  has  a  great  industrial  plant,  and  an  adjoining  city 
has  another  of  the  same  kind;  the  competition  is  great,  and  the  result  is  loss  of 
property,  loss  of  money,  bankruptcy.  This  country  for  a  hundred  years  has  been 
subject  to  these  Ticissitndes  in  trade  until  we  come  to  look  for  a  general  piinic 
about  once  in  10  or  15  years,  after  which  everybody  will  start  uj)  again.  That 
deems  to  be  the  American  idea.  I  think  as  years  go  by  we  gain  wisdom  by 
observation.  We  do  not  want  to  break  np  every  10  years  to  be  disgraced  before 
the  world,  but  we  want  to  preserve  what  we  have.  Thi'se  comhinatiocB  have  been 
driven  into  the  position  they  occupy,  becauae  I  think  the  claim  is  an  unreasonable 
one  that  l^e  one  general  e.tpense  of  10  msn'nfacturing  plants  is  no  greater  than 
wonld  be  the  e.-^pense  for  a  single  plant.  In  other  worils,  they  can  reduce  the 
cost  of  [trod action  and  give  the  people  of  the  world  the  benefit  of  the  rednced  coat 
and  avoid  this  competition  whicn  1  spoke  of  as  being  so  dangerous  to  the  interests 
of  all. 

O,  (By  Mr.  Kennedy.)  You  make  anggestions  of  l^alized  pooling,  and  yet  you 
make  aomissious  the  other  way,  which  suggests  to  me  to  ask  you  if  you  do  not 
concede  that  thiscombination,  or  this  consolidation  and  community  of  interest 
movement  has  gone  so  far  forward  as  almost  to  make  the  queHtion  of  legalized 
jwoling  an  obsolete  one? — A,  It  is  drifting  in  that  direction;  jnst  another  view  of 
the  same  question. 

Q.  (By  Mr.  Pmi.Lli'S.)  In  the  event  of  general  consolidation,  how  would  yon 
suggest  that  unreasonable  freight  rates  conld  be  prevented  by  the  public?  What 
course  would  you  advise,  or  legislation  would  you  suggest,  to  prevent  the  roads 
from  charging  unreasonable  rates?— A.  If  they  effect  such  consolidations  as  have 
been  hinted  at  I  know  of  no  way  to  correct;  it  might  be  such  an  imposition  upon 
the  people  of  the  country  that  the  Government  would  be  compelled  to  take  po8- 
sesaioR  of  the  rajlroiidfi;  the  public  would  be  driven  to  that  last  extremity. 

Q.  You  spoke  of  the  diSerence  between  water  transportation  and  land  trans- 
portation; conld  yon  give  tlie  commission  tbu  coat  of  transportation,  say,  to  New 
Orleans  by  the  river,  and  the  cost  by  rail  to  New  York,  and  the  difference  in  dis- 
tance?— A.  The  question  opens  up  a  very  interesting  branch  ol  this  investigation, 
and  in  my  report  I  referred  tenatively  to  it,  so  that  yon  might  think  it  over 
later  on.  Coal  is  carried  from  Pittsburg  to  New  Orleans  by  water,  2,000  miles,  in 
round  numbers,  at  an  o[>eratinK  cost  of  leas  than  half  a  mill  a  ton  a  mile,  if  I  am 
right  In  my  calculations— a  dollar  a  ton  from  Pittsburg  to  New  Orleans.  That  is 
probably  the  cheapest  transportation  in  the  world— a  half  a  mill  a  ton  a  mile. 
Coal  has  been  carried  by  contract  in  late  years  at  .'>0  or  CO  cents  a  ton,  and  the 
empties  brought  back  by  the  boats  carrying  tbese  lleeta  of  coal,  bo  that  if  you 
count  a  mill  a  ten  a  mile  you  are  giving  the  transportation  interesta  a  large  and 
reasonable  profit. 

I  think  that  no  railway  transportation  can  be  profitably  carried  on  at  much  less 
i^nbalf  a  cent  atonamflo.  1  think  that  is  about  the  minimum  the  railroads  can 
carry  freight  at  a  profit,  judging  from  all  the  information  1  have.  That  rate  would 
make  the  cost  at  the  minimnm  rata  to  New  York,  which  is  4.~iO  miles,  $3.25  a  ton. 
Hence  it  re;iuires  no  argument  to  prove  that  if  the  United  States  Government 
keeps  these  waterways  open,  by  such  improvements  as  are  common  to  navigable 
waterwaysof  the  whole  world,  that  this  country  cau  maintain  ita  supremacy  over 
all  other  peoples  of  the  world  in  the  m:itter  of  supplying  cheap  transportation, 
anil  particularly  of  coal.  Coal  is  becoming  the  great  staple  of  the  world.  Yon 
can't  manufacture  anything  without  coal.  Fuel  is  of  morj  importance  than  ore 
or  anything  else.  If  there  ia  no  fuel  yoti  can  not  make  anything  out  of  th^)  other 
elements.  Until  within  the  last  few  years  there  was  a  good  supply  of  fuel  in 
Europe,  bat  tboughtf al  people  eay  th  it  the  supply  is  diminishing  yearly  in  the 
ratioof  the  increased  productiouH  of  Europe.  The  natural  result  has  been  a  coal 
famine  In  Gnrope,  and  they  have  not  seen  the  end  of  it.  Coat  within  a  year  has 
sold  at  the  mines  in  England,  and  the  snpply  is  short  of  the  demand^  at  as  high  as 
lUatrai.  '  ' 
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A  Srm  in  the  coal  bnaiaesa  that  1  know  very  well  haa  Bent  sereral  csrgoea  of  coal 
to  London  within  the  last  year,  and  the  price  of  transportation  by  the  ocean  is 
jomparatWely  high  at  this  time  for  the  lack  of  bottome.  Tbie  firm  sent  two  car- 
loen  of  coal  to  London.  They  sent  special  agents  with  the  cargoes  to  looh  afler 
the  handliuff  of  the  coal  and  ace  that  nothlDg  went  amlsa  with  the  caiKoes,  port 
rntea  and  all  these  things  being  new  to  onr  people.  The  Una  gave  away  man;, 
many  tons  of  their  coal— delivered  it  to  people  in  London  who  were  anxions  to  see 
wh;it  Aiuerican  coal  was  like— to  nee  whether  it  was  good  for  fuel  at  all.  The  two 
iirgDOB  were  therefore  sold  nnder  these  conditions,  and  with  expenses  of  extraor- 
.tinary  cbaracteT,  and  when  the  money  cnme  back  from  the  sale  the  firm  found 
I  hey  bad  netted  25  cents  a  ton  more  tor  that  coal  than  the  highest  price  received 
in  this  coantry  daring  the  year  would  have  brought.  Since  that  time  a  good  many 
cargoes  have  gone  to  London,  and  cargoes  are  going  to  coatinental  Europe.  In 
s'liitbem  Europe,  in  Ita'y  and  Spain,  but  particularly  in  Italy  and  on  the  Medi- 
terranean coast,  hundreds  of  maDufactnriog  concerns  have  closed  their  doors  to 
go  out  at  business  for  want  of  fnel.  The  United  States  minister  to  Italy  within 
a  few  months  has  written  borne  his  impresBions  to  the  United  Stutes  (lovernment, 
iind  they  were  sent  out  to  the  pnblic  generally.  Het^tHtes  that  llij  manufacturing 
i^oncTns,  to  liis  knowleilge,  had  gone  out  of  business  with  abundance  of  orders 
on  hand:  that  what  little  coal  that  could  be  bought  in  the  neighborhood  was  )9  a 
ton.  while  coke  was  $\2  a  ton. 

The  serious  part  of  this  whole  question  is  right  here,  not  that  the  man  who  has 
coal  and  coke  to  sell  can  make  so  much  money  by  sending  to  Europe,  but  it  looks 
viry  much  as  though  the  producing  centers  of  the  world  were  going  to  be  shifted 
t'^  tne  l.'nit.'d  States.  Then,  if  the  qneBtiou  of  transportation,  which  is  a  moat 
imjiortant  one,  is  wisely  handled,  if  we  are  given  laws  that  will  improve  our 
waterways  so  that  we  may  have  eijual  chancer  with  railroads  without  discrimina- 
tion, without  excessive  charges,  onr  producing  interests  will  be  brought  to  a  point 
that  is  hardly  dreamed  of  by  any  of  us.  No  man  can  tell  where  tne  destiny  of 
tliis  country  will  lead  us.  Hlxtory  tells  un  there  was  a  fijiht  in  this  country  for 
aboiil  one  hundred  years  to  make  our  expenses,  our  exiieuditurea,  in  Europe  pretty 
neiirly  djoal  to  our  exports;  in  other  words,  have  as  small  a  detidency  as  possible, 
and  we  fought  against  that  difficulty  lor  aboat  a  hundred  years.  We  were,  as  a 
nation,  like  a  man  spending  more  than  his  income  every  year,  and  after  having 
maintainedanexiBtenceall  this  length  of  time,  with  the  balance  of  t.ade  against  us 
constantly,  until  overwhelmingly  in  debt  to  Europe,  witli  tlie  usual  panii's,  repudia- 
tion, etc.;  now  we  And  that  nnder  the  present  condition  of  affairs  we  are  gainers 
abontSl'UO.OOO.OOU  in  gold  ayear.  Foreign  nations  are  paying  tribute  oISi>UO,(>00,UOO 
to  this  country  annually,  and  the  amount  can  be  increased  to  double  that  amount 
bv  wise  policy  in  the  proilucing  Interests  and  the  same  in  tiie  transportation  inter- 
ests of  this  country.  It  Is  a  question  of  transportation,  in  my  judgment,  even 
more  than  of  production. 

Q,  ( By  Mr.  Phili.iim.  )  Can  yon  give  the  commission  the  cost  of  shipping  from 
Pittsburg  by  way  of  New  Orleans  to  Europe,  and  the  cost  of  sliippinK  from  Pitts- 
burg by  way  of  New  York  to  Europe?— A.  Rates  of  freight  from  Pittsburg  to 
Kiirope,  via  New  Vork  nnd  Hew  Orleans,  are  subject  to  great  fluctuations.  Ocean 
rates  are  governed  entirely  by  the  amount  of  freight  offering.  The  smaller  the 
volume  of  tonnage  the  lower  the  rate;  and  as  the  grain  businesa  is  so  large  in 
volume  the  ocean  rates  are  always  higher  during  the  season  of  the  year  when 
grain  is  moving  in  large  rinantities.  and  vice  versa. 

SIdpmentB  of  grain  at  present  are  very  light,  and.  consec|ueDtly.  rates  very  low 
on  everything.  For  instance,  the  present  rate  on  grain  from  New  York  to  LireT' 
'  a  about  lid.  per  buahi'l,  or  about  gl  per  ton;  while  last  fall  the  rate  was  as 
■a  lid.  per  tansliel,  equal  to  about  $4  per  ton;  and  rates  on  iron  and  steel  in 
proportion. 

The  rate,  Pittsburg  to  New  York,  on  stoel  rails,  which  has  been  one  of  the 
largest  items  of  export,  is  S'i.^tO  per  grons  ton,  so  that  at  present  rails  could  be 
Hliipl>Bil  from  here  to  Liverpool  at  about  51.2.1  per  gross  ton. 

Shipments  fiom  Pittsburg  to  Europe,  via  New  Orleans,  are  not  of  usnal  occnr- 
rence.  If  river  navigation  were  more  certain,  so  that  contracts  for  cargoes  could 
be  made  in  advance,  doubtless  these  could  be  made  ad vantageooaty,  especially 
during  the  period  of  heavy  nhipments  of  cotton,  when  dead-weight  cargo  is  desira- 
ble at  ballast  rates. 

I  only  know  this,  that  when  you  get  ttoods  to  tide  water  the  transportation  then 
is  in&nitesimally  small  aa  compared  with  transportation  by  land,  I  think  it  is 
estimated  that  the  operating  cost  of  ocean  carrying  Tesaels  is  a  tenth  of  a  mill  a 
ton  per  mile;  not  the  price  that  a  man  will  build  a  ship  and  carry  goods  for,  but 
it  costs  the  ahipowner  that  amoant  in  wages  and  general  expense  of  working  the  , 
vessel,  ,,  i.C.t.KI'^lc 
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Q.  (By  Seoator  Kyle.)  Do  yoti  thick  tho  ocean  carrying  conditions  will  be 
improved  by  the  rwBtabliahment  of  the  American  merchant  marine?— A.  This 
foliowa  as  a  corollary.  I  am  strongly  in  favor  of  the  Govemmcnt  acqniring  owo- 
emhip  and  aascming  operation  of  the  iHthmian  canal.  I  think  it  is  necesaarf  for 
the  fnture  of  thia  conntry,  but  it  does  smack  a  little  of  abanrdity  tbat  we  ehonld 
Spend  $3UU,UOO,000  to  conHtmct  a  canal  and  not  have  any  ships  to  go  through  it. 
Every  year,  on  accoact  of  the  increased  cost  of  transportation  and  the  lack  of 
Increase  in  means  of  transportation,  the  ehipmo-stersliaveraised  the  rates,  and  we 
are  paj-ing  an  enormons  tribute  to  foreign  ships.  It  is  not,  therefore,  a  great  thing 
to  ask  the  United  States  Qovernment  for  a  iew  millions  of  dollars  to  do  as  other 
nations  do  and  have  been  doing,  and  by  which  nieans  they  have  establisbed  their 
merchant  marine  by  subsidies. 

Q.  Yon  jaatity  snbsidies.  do  yon?— A,  I  do.  If  anybody  can  show  how  the 
remtablishment  of  the  merchant  marine  can  be  attcomplished  by  snbeidlee  I  wonld 
adopt  them. 

Q.  (By  Ur.  FarcjCKar.)  Wonld  the  subsidizing  of  the  American  merchant 
marine  indnce  the  carrying  of  freight  any  cheaper  than  the  lines  do  at  preeent?— 
A.  I  could  not  tell  yon,  bnt  I  conld  go  a  little  farther  and  anticipate  part  of  your 
question  by  saying  that  we  can't  find  bottoms  to  carry  the  stuff  we  have  now  even 
at  the  present  prices. 

Q.  Isn't  it  the  general  rale  that  all  commerce  wilt  take  the  line  of  the  least 
obstacles  and  the  cheapest?— A,  Yes. 

Q.  Have  yon  any  plan  to  propose  to  this  commission  U>  reestablish  the  American 
merchant  marine,  maintain  seamen's  wages,  and  secore  interest  on  laoaoy  to 
Americans  who  want  to  mahe  investments,  even  If  the  ships  are  subsidized? — A. 
Snbeidies  meet  all  deficits  of  increased  wtiges  and  inci'eaeed  cost  of  American 
transportation.  That  is  what  the  subsidy  is  lor;  paying  it  right  ont  of  the  Treas- 
ury. Then  we  control  onr  own  transportation  in  a  measure,  and  we  must  do  that. 
Other  countries  have  done  it,  and  it  seems  to  me  it  is  inevitably  true  that  we  must 
do  it  if  we  want  to  reestablish  our  merchant  marine.  In  this  great,  rich  conntry 
of  oars  it  seems  to  me  a  shame  that  we  have  not  got  it.  And  let  me  state  another 
thing  right  in  thia  connection.  A  vast  market  for  American  products  is  on  thia 
American  continent,  right  at  onr  very  doors— Mexico.  The  Latin-American  conn- 
tries  are  all  anzioas  to  bny  goods  from  the  United  States  and  transfer  their  busi- 
ness from  the  older  countries  of  Europe  to  the  United  States.  They  sent  their 
commissi  oners  to  thia  conntry,  and  they  impressed  ttiat  fact  apon  ns  by  every 
possible  means.  Their  mercantile  agents  come  here  and  tell  us:  "We  want  to 
transfer  onr  marhete  to  the  United  States,  but.  gentlemen,  you  must  deliver  the 
goods.  The  Oermans  deliver  tbem.  the  English  deliver  them,  the  French,  the 
Spanish,  the  Italians  deliver  to  ns  all  onr  goods.  We  have  no  merchant  marine 
that  we  can  bay  your  goods  and  deliver  them  in."  They  are  clamoring  for  trade 
with  the  United  States,  and  we  can  not  supply  them  because  we  can  not  deliver 
the  goods. 

Q.  (By  Senator  Kyle.}  How  long  should  the  subsidy  continue,  in  yonr  judg- 
ment?— A.  I  have  not  thought  of  that.  We  might  take  observation  from  theolder 
countries  and  see  how  long  they  have  bad  to  pay  it,  also  whether  the  lines  could 
at  last  become  self-supporting.  It  eventaally  leads  to  free  trade.  I  am  a  believer 
in  protection  a  priori,  but  when  we  can  sell  nails,  structural  iron,  and  everything 
maiie  of  iron  and  steel  abroad,  the  necessity  (or  the  tariff  disappears. 

Q,  The  infant  has  grown?— A.  It  tan  take  c«re  ot  itself.  Now,  when  this  baby 
marine  launchea  out  it  has  got  to  be  taught  to  transport  itself.  Somebody  has 
got  to  provide  the  means  for  holding  this  infant  industry  np.  But  in  the  coarse 
of  time,  when  it  is  found  our  ships  can  sail  as  fast  as  those  of  Europe  und  we  can 
mana;;e  ai  cheaply  as  others,  then  let  the  subsidy  cease.  But  1  do  not  know  when 
that  will  be  or  bow  long  it  will  1)e. 

(j.  fBy  Mr.  pHlLL^'^l.  I  Is  it  not  a  fact  that  onr  shipyards  are  all  busy  and  over- 
worked to-daj,  and  that  snch  men  as  Hill  are  entering  upon  the  business?  Have 
we  not  now  men  exploiting  the  land?  Are  we  not  turning  to  ejniloit  the  ocean 
without  the  subsidy,  and  are  not  onr  shipyards  turning  out  work  as  rapidly  aa 
possible?- A.  I  think  not. 

Q.  Then  how  do  yon  account  for  Norway  and  Sweden  making  more  rapid 
progress  in  shipping  without  sabsidy  than  other  countries  with  it?— A.  Becanse 
they  were  maritime  nations  from  the  beginning;  they  were  such  2.00U  years  ago. 
They  sailed  ships  when  no  other  country  could  sail  them.  Theysent  their  armies 
down  and  orerran  other  countries.  Their  people  are  sailors.  We  are  thinkers  in 
this  country.  Even  our  men  that  worit  with  uieir  hands  are  being  educated,  and 
they  are  thinkers.  These  fellows  were  simply  sailors  and  buffeted  the  storms. 
They  had  powerful  physitjues  and  overcame  everything  that  came  in  their  way. 
We  have  men  who  must  receive  more  attention  than  those  savages  did.    We  oftn 
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Hot  ask  men  to  work  for  10  cents  a  daf  and  expoea  themselTes  to  the  Htorms  of 
tfaeocean.aa  tbeee  ScandinATianBof  the  North  did.  They  were  bom  sailors;  their 
oonntry  was  poor,  and  they  did  not  know  that  iron  in  Norway  and  Sweden  was 
worth  anything.  They  did  not  know  it  wasnnder  the  grottnd;  if  they  did,  they 
did  not  know  how  to  nse  it.  Bat  in  oar  conntry  we  look  at  thiaga  without  the 
lapae  of  a  thonsand  or  two  years.  We  have  to  pay  more  for  labor,  and  when  we 
pnt  ships  on  the  ocean  wo  have  to  pay  men  more  wagee. 

^.  Do  yon  think  it  would  beproper  and  right  to  grant  a  very  large  snbsidywltb- 
pnt  rM:nlating  the  cost  of  transportation  or  the  QoTemment  having  anything  to 
do  with  fixing  freight  rates?  Or  woald  yon  have  the  Interstate  Commerce  Com- 
mission consulted  in  regard  to  the  rates,  if  the  Government  gives  a  laige  snm? — 
A.  I  woald  suggest  as  a  solntion  of  that  qnery  that  the  Congress  of  the  United 
StAteBcreateanewdepartment.  called  the  "department  of  commerce  andindastry," 
and  that  the  bosinees  of  snbeidies  shonld  be  entirely  in  the  hands  of  that  depart- 
ment. I  think  that  is  a  necessity  of  the  Oovernmer.t  that  can't  be  in  any  way 
overlooked.  They  send  needs  atoand  the  country  from  the  Department  of  Agrl- 
cnltare,  and  the  Secretary  of  the  Departeient  of  Agricnltore  and  the  Secretary  of 
the  Interior  Department  give  attention  to  many  matters,  bat  these  qnestioaa  yoa 
havenaderadvlBement  here  overshadow  them  alia  thooaand  times,  and  they  have 
no  representative  in  the  Cabinet  of  the  United  States.  It  is  high  time  they  woke 
np  to  thnt  fact  Wide-awake  people  that  we  are,  we  mast  wake  ap  to  the  fact 
that  there  are  still' some  things  that  we  do  not  have  in  this  conntry.  and  one  special 
lack  is  that  of  a  department  to  be  known  as  the  "  department  of  commerce  and 
Isdnstriee." 

Q.  (By  Mr.  PfiiLXirs.)  Still  yon  woald  not  make  that  more  important  than  the 
Agricnltnral  Department? — A.  Of  conrse,  the  Agrieoltnral  Department  is  estab- 
lished already. 

Q.  (By  Mr.  Kexneox.)  You  said  in  yonr  prepared  paper  that  there  shonld  be 
no  rivalry  between  rail  and  water  transportatioa.  Woald  not  that  eliminate 
competition  between  ttie  two  methods  of  transportation  and  remove  the  inflnence 
of  the  waterways  upon  lower  rates  of  transportation? — A.  There  la  snch  a  thing 
as  legitimate  competition  that  we  iiiaat  take  cognizance  of.  The  ri  vera  ore  placed 
here  by  the  Creator,  and  no  doubt  intended  for  transportation  and  the  develop- 
ment of  civilization.  They  are  the  great  balance  wheel  compelling  equity  from 
railroad  companies  against  extravagant  charges.  Imightgofnrther  and  say  that 
the  railways  nave  no  right  to  complain  of  the  cheapness  of  water  transportation. 
The  heavier  and  the  cheaper  products  are  transported  at  a  rate  that  jnatihes  their 
being  carried  from  one  part  of  the  country  to  the  other,  jnst  as  the  ore  from  Lake 
Superior  is  carried  a  thousand  miles — into  Pittsburg— and  tamed  into  steel,  because 
of  the  cheapness  of  transportation.  The  railroads  at  the  lowest  paying  rute  that 
can  be  imagined  can  not  bring  ore  to  Pittsburg  andenablens  to  compete  with  any 
other  country  in  the  world;  and  therefore  the  iron  ores  of  Lake  Superior  wonldbe 
worthless  to  as,  and  the  railroads  shonld  not  complain.  But  the  very  moment 
that  there  are  a  thousand  vessels  carrying  ore  from  Dnluth  and  the  ports  of  Lake 
Saperior  to  the  ports  on  Lake  Michigan  and  Lake  Erie,  that  moment  the 
demand  for  railroads  for  the  class  of  goods  that  can  not  be  carried  by  the  stow 
way  of  water  transportation  arises,  and  railwaya  will  spring  up  and  they  will 
find  a  profitable  bnainesa  in  the  transportation  of  those  articles,  to  say  nothing 
of  the  transportation  of  passengers  who  will  not  go  by  the  slow  boats.  I  want 
to  say  that  from  absolute  knowledge.  Yon  take  France  and  Oermany  espe- 
cially, and  they  have  improved  every  little  creek  and  natural  stream  of  water 
that  coald  be  improved  by  any  possibility,  and  made  it  into  a  canal  or  a  navi- 

Kble  stream.  They  have  pnehea  the  improvements  by  dams  and  dredges  and 
sks,  and  all  that,  hnndreds  of  miles  into  their  mountains,  and  men  work- 
ing in  the  forests  a  long  way  np  from  tlieir  distributing  centers,  where  they 
have  the  means  of  workinginwood,iron,  and  other  things,  sending  the  productsof 
their  farms  down.  They  find  that  they  get  cheap  transportation,  and  they  develop 
their  conntry  to  a  very  great  extent.  In  a  short  time  those  streams  have  been 
paralleled  on  both  sides  by  profitable  railways  all  through  France  and  Oermany. 
Anyone  of  yon  Who  have  traveled  in  those  countries  can  see  it  for  himself.  There 
never  were  any  railwaya  there  before.  There  iaau  improvement  there  which  any- 
body would  not 

Q.  (By  SenitorKTi.E.)  (Interrupting.)  Has  there  been  a  decrease  in  the  tonna^ 
since?— A,  I  do  not  know.  I  thought  it  incredible  when  I  read  an  article  I  find  in 
the  Chamber  of  Commerce  Journal.  Aleadingeditoriul  in  that  paper  gives  notice 
to  Great  Britain  that  she  must  improve  her  waterways:  that  the  British  must  con- 
struct new  canals:  that  they  must  give  their  people  cheap  waterway  tranaiwrta- 
tion,  or  their  prestige  is  gone  as  a  manufacturing  conntry.    We  all  Imow  that  the 
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London  Chamber  of  Commerce  is  the  central  authority  in  all  commercial  and 

transportation  matteTB  for  the  BritiBh  Empire,  andsomuchimportanceiaatttLched 
to  the  eipresaion  of  the  London  Chamber  of  Commerce  that  the  president  of  that 
body  is  hy  courtesy,  I  think— I  do  not  think  it  is  by  law— by  courteay,  is  entitled 
to  a  seat  in  the  cabinet,  becaoBe  he  is  auppoaed  to  represent  the  sent. meat  of  Ibe 
commercial  world  tlirough  the  London  Chamber  of  Commerce.  No  act  that  ia 
passed  by  Parliament  affecting  the  commerce  or  the  industries  of  Qreat  Britain  is 
enacted  without  being  snbmitted  to  the  London  Chamber  of  Commerce  first  of 
all.  They  are  of  all  nations  of  the  wo:]d  a  commercial  nation,  and  we  must  not 
be  the  last  to  leom  from  the  experience  of  a  people  who  have  led  for  a  thousand 
years,  as  has  Great  Britain.  Thix  is  a  most  hnmiliating  statement  for  them  to 
make, 

.  (By  Mr.  Kekhrpy.)  Have  the  water  rateshad  an  influence  on  the  rail  rates?— 


Q.  (ByMr.  Kenkrpy.)  Havethewaterrat 
A-  Most  nnqnestionably;  and  a  wholesome  o 

Q.  Then  you  will  qualify  your  statement  tb 


^. _  . ^ ,  ^ t  that  there  should  beno  rivalry  between 

them? — A,  I  donot  see  why,  from  the  fact  that  railways  are  iealouaof  water  t:ans- 
portation.  They  would  interfere  with  the  improvement  of  the  Uhio  and  Missis- 
sippi rivers  if  they  could,  and  yet  they  know  as  well  as,  or  better  than,  anybody 
else  that  the  improvement  of  these  waterways  and  the  development  of  traffic  on 
the  lines  of  the  waterways  hne  made  the  railways  pay. 

Q.  There  ia  competition  between  them,  is  there  not — natonUly,  rivalry? — A. 
There  is,  bat  I  said  there  should  not  be. 

Q.  (By  Senator  Kyle.)  You  mean  hostility?  Healthy  rivalry  is  a  different 
thing.— A,  Healthy  rivalry  is  a  different  thing.  Let  melllnstrate.  When  I  was 
a  lad  there  was  nocommerceon  tboMonongahela  River  at  the  country  river  towns. 
A  few  boats,  little  raits,  and  logs  wonld  go  up  and  down  once  in  a  great  while, 
and  that  was  all.  Pittsburg  was  a  little  town  of  no  account  outside  of  its  own 
local  interest.  General  Moorhead  f;ot  a  concesBioQ  from  the  Generul  Government 
and  the  State  of  Pennsylvania  to  put  a  ay  stem  of  locks  and  dams  in  the  Mononga- 
hela  River  as  far  as  Brownsville.  People  all  thought  he  was  crai^y,  and  that  the 
enterprise  would  break  him  np  before  he  got  through  with  it.  But  he  got  a  con- 
siderable improvement  on  the  Monongaheta,  and  soon  after  the  river  was  made 
navigable  this  wonderful  Yongbiogheny  coal  was  discovered.  That  coal  cume 
out  in  small  quantities  and  gradually  increased  the  traffic  on  the  river  until  it 
amounted  to  millions  of  dollars.  Now  the  Pennsylvania  Railroad  Company  has 
that  river  paralleled  with  railroads  on  both  aides  and  they  are  paying  routes.  Un 
the  Ohio  Biver,  where  the  General  Government  has  been  making  improvements 
by  the  movable  dam  system,  the  different  railroads,  the  Baltimore  and  Ohio,  the 
Wheeling  and  Kentncky,  the  Pennsylvania  system,  and  the  Vanderbilt  system  are 
paralleling  the  Ohio  River.  They  have  paralleled  the  river  up  to  Mr.  Phillips' 
town.  And  that  is  Hunposed  to  be  one  of  the  favorite  water  routes  for  bringing 
the  lakes  and  the  Ohio  Kiver  Into  connection  by  waterway  transportation. 

CJ,  (By  Senator  Kyle.)  And  yet  the  water  tonnage  on  all  those  rirers  has 
increased  year  by  year,  I  Iwlieve? — A.  It  has  increased  year  by  year.  The  increase 
isnotaregular  increase,  for  thereason  that  the  vicissitudes  of  hiw  and  high  water 
sometimes  interfere  with  the  year's  traffic,  bat  in  the  general  average  you  will  find 
that  the  increuee  of  traffic  on  the  western  rivers  is  in  an  enormous  ratio.  As  I 
said  in  my  paper,  the  traffic  handled  in  the  Mississippi  Valley  on  the  rivers  Is 
30,000,000  tons— an  amount  which  we  can  scarcely  grasp-  and  that  could  be 
increased  to  double  the  amount  if  the  Ohio  River,  which  furnishes  most  of  the 
freight,  were  improved.  The  Uhio  River  furnishes  more  than  the  Mississippi  and 
all  its  other  tributaries.  We  give  the  Mississippi  Valley  IT. OOO.OHO  tona  as  against 
13, o™. 0(10 or  1-1,000.01)0  tons  orijfjnatingon  the  Mississippi  system  iiself  outside 
of  the  Ohio:  and  if  yon  will  come  to  Pittsburg',  I  will  show  you  there  6  monthsor 
5  months  or  4  months  of  the  year  a  million  tons  of  coal  to  the  pool  waiting  ship- 
ment on  the  rise  of  the  river  below,  a  million  tons  of  freight  The  one  inidal 
dam,  movable  dam.  made  by  Colonel  Merrill,  of  the  United  States  Army,  known 
as  the  Da  via  Island  dam,  ia  a  thing  wet!  worth  a  visit  by  anyone  who  has  not  seen 
it.  That  has  given  Pittsburg  a  harbor  from  10  to  Vi  miles  long  and  as  deep  as  yon 
want  it  all  the  year  round,  and  when  the  rivers  are  In  a  natural  condition  of 
activity  and  fit  for  bou,tinK,  as  they  are  now,  there  ia  no  dam  in  the  river  at  all — 
free  open  navigation,  and  the  boats  come  and  go.  But  when  the  rivers  begin  to 
fallit  is  necessary  to  store  the  wat«r.  Then  themovable  dam  appears  in  theriver, 
and  in  21  hours  there  is  a  lake  storing  water  10  or  12  miles  around  P.ttsbnrg  up 
the  Monongahela  to  Dam  No.  1,  and  the  tame  up  the  Allegheny,  and  in  Ibat 
harbor  you  will  find  a  million  tons  of  staff  awaiting  shipment  to  New  Orleans. 
The  Government  Is  pushing  that  plan  of  river  improvement,  and  there  are  per- 
nans  10  or  13  or  14  of  those  liams  now  undpr  way. 

Q.  (By  Mr.  Phillips.)  How  do  the  boats  pass  through  that  dam?    Does  it  not 
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olwtruDt  nftvigatTO&?~A.  They  avoid  that  by  meana  of  a  loch.  The  lock  is  the 
larseat  loch  in  the  world,  not  excepting  the  Suez  Canal  lock,  and  will  take  four 
Ohio  River  steamboats  throngh  at  one  time  and  a  whole  Beet  of  coal.  It  is  612 
feet  long  and  1  irj  ftet  wide  One  of  the  wonders  of  the  world  is  that  Davis  Island 
dam  and  lock,  and  that  aystem  ia  beinji  pasbed  as  Tupidly  as  po«sihle  ttntil  there 
will  be  continuouB  navixalion  on  the  Ohio  River  from  ono  year's  end  to  another. 
There  are  some  IS  dams  tinder  contract  now,  and  some  nearly  comnleted,  and 
when  these  dams  are  completed,  as  they  will  be  in  sonie  years,  yon  will  find  that 
the  navig-able  period  of  time  will  be  increased  on  the  Ohio  River  abont  2  to  3 
months  and  there  will  be  a  corresponding  increase  in  tonnage. 

Q-  (By  Mr.  Kennedy.)  Are  the  ]>eople  of  PittslmrR  making  any  contention 
wifti  the  railroad  people  ubont  the  diecrimination  that  isprai;ticed  BRainat  Pi:tB- 
barg  in  favor  of  BnSalo?— A.  Yes,  there  is  complaint.  There  is  diacrimination  in 
tbeory,  and  it  la  the  only  act  of  discrimination  that  I  have  any  knowledge  of 
whatever. 

Q.  Will  yon  please  describe  it?— A.  As  well  an  i  can.  It  ia  dne  to  the  Trans- 
continental Traffic  Aflaociation— I  donot  know  what  yon  call  it,  bnt  it  is  the  associa- 
tion that  controls  the  traffic  of  the  Euat  and  West.  Thuy  fis  their  terminals. 
Plttebnrg  is  an  eastern  terminal,  and  bo  is  Buffalo.    Those  are  the  termini  of  the 

Sstem.  Pittsburg  ia  7U  miles  nearer  Chicago  than  BafTalo.  and  wo  are  charged 
e  same  rate  to  Pittsbnrg  that  is  charged  from  Chicngo  or  Milwaukee  or  Buffalo, 
and  they  have  TO  miles  in  their  favor.  Now,  the  thing  does  not  stop  there;  it 
would  not  hurt  to  pay  as  much  aa  Buffalo  if  it  did.  Buffalo  Is  near  the  center  of 
B  large  market,  and  she  then  is  enabled  to  deliver  her  goods  in  the  centers  adjacent 
to  Buffalo  at  a  mnch  lower  rate  than  we  can  get  to  those  centers,  because  we  have 
TO  miles  additional  to  traverse  to  reach  her  territory;  to  reach  her  limit  as  it 
were.  We  are  70  miles  behind  her  in  eastern  shipmenbi,  in  that  we  have  to  pay 
for  the  extra  TO  miles  goini;  eoat.  and  Buffalo  pays  nothing  for  it  going  west,  and 
that  is  a  general  sonrce  of  complaint.  Our  merchants  h^ive  time  and  again  called 
attention  to  it,  and  the  Chamber  of  Commerce  took  the  mutter  np  and  visited  the 
railroad  companies  and  labored  with  them  and  Raid.  "  Why  do  you  not  give  Pitts- 
burg credit  for  this  70  milea? "  They  make  a  plausible  answer  and  say,  "Why, 
this  thing  affects  a  dozen  different  railways.  The  Pennaylvania  Railroad  can  not 
correct  it,  tjecaose  it  is  the  only  one  which  comes  here.  They  have  this  ITi  per 
cent.  You  will  have  to  regulate  the  whole  aystem.  In  the  conrae  of  time  yon 
will  perhaps  get  the  redress  that  you  want,  bnt  you  can  not  get  it  now  because 
you  are  one  of  the  t«rminalB."  Then,  again,  yon  see  a  man  can  ship  to  the  Buf- 
falo terminus  at  a  certain  rate  and  then  get  down  to  New  York  much  more 
cheaply  than  we  can  from  Pittsburg  to  New  York,  and  we  do  not  like  that.  Then, 
they  say  New  York  ia  a  competing  point  And  so  ia  Buifalo  a  competing  point 
The  river  is  there,  and  the  Welland  Canal  comes  in  there,  and  laymen  lii.emj-self 
can  not  answer  those  things,  I  can  not,  I  am  sure.  If  we  were  all  in  busmees 
and  we  were  shipping  to  a  oompetlng  point,  we  would  have  to  compete  with 
everything  that  was  at  that  point  to  obtain  the  trade.  If  we  had  the  trade  in  a 
point  that  waa  not  competing  we  would  charge  what  rate  we  pleased,  and  we 
would  charge  a  good  round  rate.  And  that  is  the  point  of  contention  with  the 
Pittsburg  men,  that  we  do  not  get  shipments  from  the  west  on  the  same  eqnltabls 
terms  that  BnfFalo  does, 

Q.  (By  Mr,  Kennedy.)  That  makes  more  competition  between  Buffalo  and 
thoaepoints  west  of  Buffalo?— A.  Yes:  they  throw  that  in;  that  they  can  move 
atnff  nom  Bnffalo  to  Europe  without  breaking  bulk. 

Since  writingtheabove.l  learn  that  the  differential  in  favor  of  Buffalo  asagainst 
Pittsburg  has  been  removed,  and  the  two  cities  in  cineetion  pay  the  same  ratable 
charges  on  through  freight 

C^.  iBy  Mr.  Piiilliph.)  Do  yon  know  how  large  the  ships  are  that  can  get 
through  the  canal? — A.  I  think  a  vessel  drawing  more  than  14  (eet  ot  water  can 
not  get  through  the  Welland  Canal.  The  Ciinadian  government  has  asked  the 
United  States  again  and  again  to  join  in  deepening  the  Welland  Canal,  giving  ns 
all  the  conceaaiouB  we  want,  or  to  unite  with  ua  in  conatrncting  an  entirely  new 
water  route.  Or  they  say  they  will  come  over  on  the  United  States  aide  and  pay 
half  the  cost  of  constructing  a  United  States  waterway  altogether  on  United 
States  ground.  The  British  people  appreciate  the  value  of  getting  to  tide  water 
without  breaking  bulk  on  the  lake  tributaries. 

Q.  |By  Mr.  Kennedy.)  Have  the  merchants  of  Pittabnrg  made  any  complaint 
abont  recent  increases  of  rates  by  changing  goods  from  one  classic  cation  to 
another?— A.  No.  1  conld  embrace  in  the  iinswer  to  this  something  I  aaid  a  little 
while  ago— that  the  institution  I  sm  conneited  with  tr:ed  the  experiment  for  3  or 
3  years  of  proving  by  our  own  people  that  there  were  wrongs  in  the  way  of  dia- 
crimination which  should  be  righted,  and  we  made  a  complete  failure  of  it.    So 
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if  there  are  iaatances  of  discrimlutitioii  thejr  u 

the  extent  of  fnmiahlnK  any  reliable  infonnat , , , 

very  mncli  disappointed.  I  believed  that  there  was  a  large  amotmt  of  discrimina- 
tion against  Pittsburg,  from  pablic  opinion  and  general  clamor,  and  I  thonght 
that  the  chamber  of  commerce  waa  the  intermediary  by  which  those  wrongs  conld 
be  righted. 

Q.  I  am  not  speaking  particularly  about  dlecriminationa.  I  am  speaking  aboat 
raiBing  the  freight  rates  Indirectly  by  changing  goods  from  a  lower  to  a  liJgber 
classiflcation,— A.  I  do  not  know  of  any  general  comjilaint. 

Q,  Has  that  come  ap  in  a  recent  period? — A.  i  think  not.  I  onljr  know,  as  1 
think  I  ahould  have  told  yon.  that  1  am  not  an  expert  in  railway  transportation. 
I  only  deal  with  sni'b  facts  as  I  can  compass;  bnt  from  the  best  knowledge  that  I 
am  able  to  get  the  railroad  companies  themselves— the  great  tmnk  lines — have 
been  engaged  for  years  in  an  endeavor  to  aimplify  the  claAsi ^cations— to  make 
them  more  uniform  thronghont  the  whole  country— that  they  are  at  work  at  it 
and  have  been  for  years,  and  tbey  have  rednced  the  nnmber  of  classes  very  largely 
already.  1  believe  this  Is  their  claim,  that  if  they  are  left  alone  thejr  will,  in  the 
coarse  of  time— say  vrithin  a  year — secare  as  nearly  as  possible  an  acceptable  and 
saitable  classification  of  freighte  for  the  whole  conntry.  They  think  Qiat  is  a 
matter  which  they  alone  are  ckble  to  handle  snccessfolly. 

Q.  I  should  like  to  ask  you  whether,  in  yonr  opinion,  labor  organizations  on  the 
wholehavebeen  beneficial  til  theindnstries  at  Pittsbnrg,  Of  course,  that  includes 
all  those  engaged  in  those  indastries.— A.  I  wonld  not  say  tbey  have.  tTp  to 
within  the  period  of  a  few  fears  1  think  that  most  of  the  labor  organizations  in 
Pennsylvania  worked  mischievously  to  the  men  who  were  members  of  the  organ- 
izations; but  now,  within  the  last  half  dozen  years,  I  am  undergoing  a  change  of 
mind  on  that  snbject.  1  meet  the  officers  and  repreaentatiTeB  of  endb  bodies,  and 
they  are  men  as  hitelligent  as  the  general  ran  of  men  sitting  around  this  table.  I 
was  going  to  say — which  is  saying  a  great  deal.  They  are  not  unreaHOaable.  I 
have  myself  been  nearly  all  my  life  employing  men  and  opposed  to  labor  organi- 
zations, aa  I  say;  bnt  now  1  am  lees  opposed  than  I  was. 

S.  (By  Mr.  Phillii'S.)  Opposed  to  organized  labor?— A.  That  Is  what  I  mean; 
I  have  never  yet  seen  it  fail  in  a  single  case  where  organized  labor  has  asserted 
itself,  that,  with  a  meeting  of  both  parties,  it  has  not  been  settled;  and  now  I 
believe  that  the  men  who  are  controlling  are  entitled  to  more  consideration  than 
they  ever  were  before,  and  If  properly  handled  under  proper  regulations.  I  think 
they  can  b.)  made  more  useful  in  preventing  strikes  and  labor  troables  which  are 
constantly  threatening  this  country.  From  mv  own  stabdpoict,  generally.  I  do 
not  see  the  difference  between  meeting  three  or  four  intelligeet  mechanics  who  are 
representatives  and  conferring  with  them  about  the  difficnltiee  in  the  trade  with 
the  emplover  and  consulting  with  the  men  who  are  in  workshope;  and  that  has 
been  mainlv  the  point  of  difference.  The  employers  will  eay,  "  If  a  man  is  over- 
worked and  andorpaid  let  him  come  into  this  ofuce  and  we  are  here  to  hear  him: 
but  if  he  and  his  colleaguee  think  that  tbey  are  not  getting  justice,  and  they  send 
the  secretary  of  their  union  and  the  representativea  of  the  nnion,  we  will  not  hear 
those  '-i  men."  Now,  from  the  standpoint  of  simple  justice  and  equity,  why  are 
they  not  justly  entitled— if  there  are  li.OOO  men  working  in  a  big  works,  they  can 
not  all  come  in  in  a  body— to  send  their  representatiTes  to  this  manufacturing  con- 
1,  who  represent  themselves  by  delegadons  and  not  by  the  stockholders  in  a 


body?    And  I  assure  yon  that  the  character  of  the  men  is  such  that  you  can  v 
well  afford  to  confer  with  them.     I  see  pictures  in  the  paper  there  Tindicating] 
of  two  or  three  gentlemen  who  are  officers  of  the  trades  unions  about  Pittsbutvin 


this  sheet-steel  trouble,  showing  how  the  employers  had  to  receive  them.  I^ey 
made  an  amicable  adjustment  o7  the  whole  dimcalty.  The  labcv  leaders  showed 
themselves  jnat  as  intelligent  as  the  men  who  control  the  Carnegie  works  in  their 
own  line  of  business:  and  by  and  by.  1  think,  when  they  come  to  have  the  riifht 
of  representatioa,  if  you  choose  to  call  it  so,  and  a  right  to  organize  for  all  lawful 
and  proper  purposes,  3'on  will  get  a  better  understanding  of  tbose  men,  and  there 
will  be  fewer  smkee  and  less  difficulty  in  the  labor  situation  than  there  was  under 
the  old  condition  of  affairs. 

In  view  of  the  great  growth  of  corporations,  which  are  said  to  be  sonlleaa, 
if  the  eliminatioti  of  many  individual  employers,  do  yon  see  the  necessity,  as 

Asnre  of  self-defense,  for  the  men  to  organize  for  self -preservation?^ — A.  I 

think  it  is  a  good  thing  for  them.  I  do  not  know  how  they  contd  have  their  diffl- 
cnlties  or  their  questions  of  right  or  wrong  settledinsny  other  way  than  by  organ- 
ization. In  the  old  times  a  man  wonld  have  a  blacksmith  shop  una  he  wonld  work 
himself  and  have  two  or  three  helpers.  Then  they  did  not  need  any  organization; 
theydid  not  need  any  repreaentativee.  He  was  among  the  men  and  be  knew  what 
was  wrong  and  so  did  they.    Now,  the  men  who  control  the  great  indnatries  of 


Q.  In  V 
find  of  tbt 
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the  count]?  do  not  know  their  men;  would  not  know  them  if  they  should  see  them. 
If  a  man  dionld  go  into  the  office  of  the  employer  and  ulj  ' '  1  have  been  abused 
and  cheated  out  ci  my  wages,"  tlieemployeTconld  not  settle  the  trouble.  He  does 
not  know  anything  abont  tba  man  or  hla  work,  or  his  rights  or  hie  wroags.  Bat 
i(  the  men  are  repreeented  by  intelligent  men  and  the  managers  and  foremen  that 
know  the  conditioDB  of  affairs  are.  the^  stand  a  better  chance  of  settling  tbose 
thing! than  Iqrgolng in  singly  and  making  a  plea  tliemeelvee. 

U.  (By  Ur.  KXNNEDT.)  Do  yoa  believe  if  a  representatiTe.  who  is  not  anbject 
to  diBcharge.  is  sent  to  the  concern  there  is  less  danger  of  wreaking  vangeance?^ 
A.  Yee,  tbat  is  one  element  in  this  qnestion;  it  is  a  very  important  one. 

Q.  (By  Mr,  Phillips.)  Do  yon  think  that  this  great  consolidatioD  of  corporate 
wealth  has  or  has  not  a  tendency  to  make  hoth  a  labor  class  and  a  capitalistic 
claas?  is  there  going  to  be  hereafter  the  same  chance  for  a  laboring  man  toadvaace, 
become  a  capitalist,  that  there  baa  lieen  heretofore?— A.  That  qoestioi]  ia  a  little 
deep.     1  do  not  know  any  good  reason  why  an  intelligent  mechanic  conld  not  be 

gomoted  to  be  a  manager  and  finally  a  stockholder  and  maybe  president  of  a  great 
dnstrial  aasociation,    1  do  not  see  any  leaaoa  why  he  should  not  if  he  has  the 
brains  and  the  Intellect  to  raise  himself  above  the  army  of  his  fellow-men. 

S.  (By  Senator  Kyle.)  Howabontsomeot  themanagersof  theOomegieworks 
the  prealdent  of  the  Pennsylvania  Railroad  and  some  of  those  men?— A.  The 
managers  of  the  Carnegie  worb  are  all  men  that  have  been  ti^en  from  the  ranks, 
and  the  consolidation  has  cboaen  thoee  men  to  condacC  those  vast  business  interests. 

Q.  Ia  that  tme  o(  Mr.  Schwab?— A.  Tee:  Mr.  Schwab  was  a  working  man  In 
the  yards  of  Mr.  Carnegie's  works  when  he  began,  and  he  is  the  president  of  the 
bill  ton- dollar  association.    And  Mr.  Corry  was  taken  from  the  ranks. 

Q.  (By  Mr.  Keskedt,}  And  Mr.  Carn^e  was?— A.  Mr.  Cameeie  delivered 
measagea  from  the  telegraph  Dompanv  to  my  father's  tanyard  down  there— a  little 
bnllet-beaded  bov— and  I  can  scaroely  imagine  that  he  ahoold  control  the  indus- 
trial world,  nearly,  but  be  does. 

Q.  {By  Mr.  Phillips.)  Did  not  these  men  all  start  when  the  industry  was  small? 
And  is  it  not  true  that  they  conld  not  have  done  so  if  the  industry  had  been  ijnite 
large?^A.  The  Carnegie  instltntion — the  Edgar  Thomson  WorkB— was  a  big  insti- 
tntion  when  Mr.  Carnegie  took  hold  ol  it.  They  conld  not  make  good  steel,  nor 
good  steel  rails.  By  and  by  they  got  an  intelligent  workman  there.  His  name 
was  Jones.  Mr.  Jonea  showed  the  Carnegie  people  bow  to  make  good  steel  and 
good  steel  rails.  He  was  a  workingman.  taken  ont  of  the  Cambria  Iron  Works, 
and  he  met  a  very  shocking  death  in  one  of  those  great  retorts.  One  of  them 
burat.  and  he  ran  in  to  help  the  men.  and  they  were  all  bnmed  together.  But  be 
was  a  workingman,  as  I  told  yon,  taken  from  the  fomacea  at  the  Cambria  iron 
Company.  Other  men  came  along.  There  were  men  in  there  who  were  capital- 
ista  who  were  all  turned  oat  of  their  jobe— all  capitalists.  Hr.  (Carnegie  turned 
them  all  ont,  and  put  these  workingmen  in  one  at  a  time,  until  there  is  scarcely  a 
man  who  is  at  the  head  of  the  Carnegie  concern,  nnleea  in  some  clerical  dewtft- 
ment,  that  did  not  start  in  the  yards  ot  the  Carnegie  Company.  Mr.  Schwab  is  a 
conspicaoua  example,  as  is  his  brother,  and  Mr.  Corry  is  another.  They  are  all 
young  men.  and  have  worked  at  the  furnaces  and  at  the  rolling.  And  I  can  see 
no  good  reason  why,  in  view  of  all  these  ^eat  consolidations,  that  men  having  the 
skill  and  bruins  should  not  be  promoted  jnst  as  they  were.  The  qnestion  of  these 
consolidation  a  is  attracting  the  attention  of  thoagntful  men  all  over  the  world. 
We  do  not  know  what  the  future  of  this  thing  ia  to  be.  1  do  not  know  how  we 
can  forecast  it  snccessfnlly.  and  it  is  of  such  magnitude  that  we  are  trying  the 
beet  we  can  to  look  ont  for  the  fntare.  In  the  first  inatance,  many  people  say  we 
are  all  going  to  destruction  in  this  country  because  Individaal  effort  will  be  crushed 
out  and  nothing  but  the  monopoly  will  be  left.  But,  in  point  of  fact,  since  these 
consolidations  began  (some  baJf  a  dozen  years  ago  the  nrstof  them  was  under- 
taken in  the  great  industrials  of  this  country)  we  have  begun  to  control  the 
markets  of  the  world.  We  can  make  things  more  cheaply,  and  it  seems  we  are 
making  better  things  than  we  did  before.  The  query,  then,  ia,  if  we  abolish  theae 
consolidations  anil  put  the  concerns  all  back  into  their  original  condition,  whether 
we  would  not  be  working  a  serioos  ininry  to  the  general  welfare  of  this  country. 
These  ara  questions  that  are  too  great  for  me,  but  they  ought  to  be  considered. 
The  rapid  progress  we  are  making  in  supplying  the  world  is  of  such  a  character 
that  we  mnst  be  careful  and  conservative  wnen  we  disturb  the  elements  of  trade 
that  have  done  so  mnch  for  us. 

Q.  The  champions  of  indnstrial  combinations  are  now  saying  that  one  ot  the 
very  fruitful  causes  of  hnancial  panics  or  crises  in  the  past  has  been  overproduc- 
tion, and  if  that  conld  be  done  away  with  there  would  be  less  danger  ot  th  se 
financial  troubles;  and  they  say  that  these  great  conaolidatloua  that  are  taking 
place  enaUa  those  in  control  ot  a  certain  line  of  industry  to  keep  the  production 
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.__ preventing  panics  and 

Do  yontsketbatviewof  it?— A.  Scarcely.  Ithaa  this  bearing:  Tbaworld 
is  getting  larger.  It  needs  and  naes  more  material.  The  world  ie  richer  and  it 
has  more  money  to  pay  for  what  it  wants.  Onr  own  country  has  grown  from  a 
handfnl  of  people  in  1778  to  nearly  80,000,000  people  now,  and  we  are  ourselves 
consuming  enormonsly.  The  world  is  expanding  rapidly,  and  the  wants  of  the 
people  are  expanding  in  proportion.  So  I  do  not  see  really  an?  very  great  danger 
from  overproduction  at  the  prenent  time.  Bat  if  there  were,  and  these  combina- 
tions have  the  power  to  curtail  prodaction,  to  that  ext«nt  they  have  the  power  to 
avoid  ninics. 

Q.  (By  Mr.  Phillips.  )  Would  they  also  keep  up  prices  in  doing  so?— A.  I  saii- 
pose  they  woald.  Bnt  there  :s  a  feature  of  these  combinations  that  haa  never 
been  broacbed  here.  Aa  yet  I  have  not  said  anything  about  it.  But  1  want  to 
say  that  I  can  see  nothing  illegal  and  nothing  especially  harmful  in  combinations 
per  Be.  I  can  see  nothing  bnt  good  that  will  come  out  of  a  condition  of  affairs 
where  wm  get  out  of  the  excesBive  competition  and  cutthroat  pricoa  to  a  condition 
of  healthy  bnsinesE.  But  when  we  consolidate  interests  worth  a  million  dollars 
and  capitalize  them  at  110,000,000  or  $:J0,0O0,<X)O  and  people  buy  those  securitiea 
and  all  that  kind  of  thmg,  that  bodes  ill  for  the  future  of  this  country.  Yon  can 
not  pay  interest  on  water.  You  may  temporarily;  but  the  world  is  wide,  and 
even  the  great  consolidations  of  this  country  may  find  themselves  hustled  by 
smaller  and  more  active  industries  before  they  are  through  with  it.     The  serions 

Sieetion  before  us  is  the  watering  of  stocks  to  an  unlimited  extent,  and  the  fact 
at  people  are  foolish  enough  to  invest  in  them.  The  very  people  who  denounce 
these  combinations  are  the  people  who  invest  thetr  money  In  these  stocks. 

(j.  Do  they  not  also  extort  money  from  the  people  to  pay  dividends  on  these 
stocks? — A.  Uh.  that  is  all  right  if  you  hold  them  and  I  hold  them.  But  it  is  on 
the  widows  and  orphans  that  it  ia  all  unloaded  by  these  fellows.  They  do  not 
care  whether  there  are  any  dividends  on  the  water;  and  thooe  are  the  men 
who  are  unloading  the  stock  of  those  concerns.  I  may  be  talking  to  some  of  my 
friends  here  who  are  in  it.  [Lau^jht^r.j  lam  afraid  of  that  feature  of  consoli- 
dation: and  yet  if  people  want  the  securities  and  like  them,  who  is  there  to  deny 
Uteirrighttogoahead  and  buy  anything  they  ohooee,  whetherit  is  water  or  solidly 
l>aeed  stock? 

CJ.  ( By  Senator  Kyle.  )  You  can  not  furnish  people  with  common  sense?— A.  I 
donot  think  you  can.  But  I  believe,  on  the  whole,  the  in  flnencn  of  these  consolida- 
tions has  been  so  far  for  the  Increase  and  the  betterment  of  the  traffic  of  this 
country. 

Q.  (By  Professor  Jknks.)  Can  yon  tell  us  anything  with  reference  to  the  freight 
rat«s  out  of  Pittsburg  on  tin  plate? — A.  No;  I  do  not  know  a  thing  abont  the  rata 
on  tin  plate. 

Q.  Do  yon  know  whether  it  has  been  customary  for  any  of  the  steel  manufac- 
turers or  the  plate  manufacturers  there  in  Pittsburg  to  nay  freight  themselves  in 
advance  and  enter  their  goods  "freight  paid?" — A,  Oh.  yes;  that  is  a  common 


Q.  You  think  that  is  the  usual  custom  then?— A.  I  know  it  is  very  largely  the 
custom;  I  do  not  know  whether  it  is  altiwether  the  case,  but  I  know  of  my  own 
knowledge  that  it  is  (]ulte  customary,  and  that  it  is  considered  good  business  for 
people  to  pay  the  freight  and  deliver  their  goods. 

Q.  Do  you  know  whetiier  under  those  circumstances  the  charges  that  they  make 
that  are  called  freight  charges  are  the  actual  charges  they  pay  to  the  railrmds,  or 
whether  they  make  that  a  nominal  charge? — A.  Presnmably  the  actual  charge. 

Q.  Have  you  heard  of  freight  rates  being  charged  to  customers  in  Pittsburg 
itself?— A.  For  Pittsburg  productions? 

Q.  Yea.  For  example,  if  a  peraon  were  to  buy,  we  will  say,  a  ton  of  tin  plate  in 
Pittsburg,  as  to  whether.  In  addition  to  the  regular  price,  there  would  be  a  freight 
charge  added,  although  it  was  to  be  delivered  in  Pittsburg?— A,  I  never  heard  of 
such  a  thing,  I  do  not  think  anybody  haa  had  the  ''gall"  to  try  aud  charge  a 
freight  rate  in  addition  to  the  pnce  fixed  on  tin  plate  unless  he  was  buying  tin 
plate  for  foreign  delivery. 

Q.  The  statement  haa  been  made  at  different  times  in  the  case  of  goods  shipped 
out  of  Pittsburg  with  freight  prepaid  that  the  freight  charges  were  fixed  at  the 
will  of  the  mauufactarerB,  and  were  not  strictly  the  same  as  those  that  were  y»lA 
to  the  railroads;  and  it  has  even  been  asserted  ttiat  a  freight  charge  was  made  at 
times  for  goods  made  and  delivered  at  Pittsburg  ilseJf?— A.  Can  you  think  of  any 
particular  concern  that  has  done  that?  X  would  ]iVe  to  iuvestigate  it.  Can  yon 
think  of  any? 

Q.  You  might  look  up  the  matter  as  fully  as  you  can  with  referenoe  to  tin  plate. 
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I  wantto  ask  on*  question  more,  if  yoapleaae:  Yoasaid  somethuigvrith  reference 
to  tbis  consolidation  of  railroads  throngb  the  buying  of  stockl  by  one  railroud  of 
another,  and  of  the  large  monopolies.  Yon  stated  Ponacwhat  further  that  you 
conld  see  no  remedy  for  the  evil  except  the  ownership  and  management  of  rail- 
roads by  the  OoTernment. — A.  It  raems  to  me  that  is  the  last  reaort. 

a  Do  yon  nnderstand  at  the  present  time  that  thf  Oovermneut  woald  have  the 
_  t  to  nx  rates  of  freiKht  on  a  railroad  if  it  wished  to?— A.  Only  under  the  gen- 
eral neceaaity—yoa  mignt  call  it  the  war  necessity,  if  yon  lihe—that  would  com- 
pel theOovemment  to  take  radical  action  in  assnming  the  control  of  the  rai. road. 

Q.  That  is  a  different  matter.  The  question  la  as  to  whether  yon  understand 
there  would  be  anyth.ng  an  constitutional  In  a  law,  fur  example,  that  should 
empower  the  Interstate  Commerce  Commission  to  decide  whether  a  rate  waa  rea- 
sonable or  not.  aud  in  that  way  practically  to  fix  a  reaaonable  rate?— A.  That  is, 
whether  the  Ooremment  has  a  right  to  preecrlbe  the  rate? 

(j.  Yes.  iDfitt'ad  of  buying  or  owning  the  roads  itself,  and  managing  them. 
might  it  not  reach  the  same  result  by  sunply  empowering  a  certain  oody  to  fix 
reasonable  rates?— A.  I  belJeTO  it  has  a  conBtitnt:onal  right. 

Q.  Tes.  Do  yon  think  that  would  answer  the  purpose  as  well  as  buying  the 
roau?—A.  I  do  not  know  but  it  would.  They  have  the  right  to  own  the  capitali- 
sation. The  or^nization  of  the  railroad  company  bv  the  Oeaeral  Govcrnm»ut 
frives  it  what  Is  called  the  right  of  eminent  domain,  wnatever  that  may  mean.  It 
IS  a  public  incorporation,  and  it  is  incorporated  for  the  benefit  of  the  public:  and 
the  General  Oovernnient  and  the  government  of  the  States,  if  I  understand  this 
thing— whenever  these  institutions  cease  to  be  a  pnblic  benefit,  or  whenever  they 
are  inflicting  a  wrong  on  the  pnblic,  the  power  of  the  Government  will  pull  those 
Uiings  up  bv  the  roiits,  I  do  not  care  whether  it  is  a  railroad  or  steamboat  or  Car- 
nagie*a  works  or  what  it  is.  If  the  Oovernmcnt  can  destroy  a  corporation,  it  can 
make  necessary  laws  to  regulate  it.  But  the  Qovemment  has  the  right,  and  it  is 
preserved  in  all  the  constitutions  of  the  States,  that  whenever  a  corporation  ceases 
to  ^rform  its  acta  and  functions  for  the  good  of  the  conntry  and  the  purpose  for 
which  it  was  organized,  the  Qovemment  reserves  the  right  to  wind  that  corpora- 
tion up,  disband  Its  organization,  and  pay  tlie  stockholders  their  money.  Ho,  if 
they  have  the  right  to  do  that,  the  smafler  is  embraced  in  the  larger.  To  adjust 
that  matter  the  Interstate  Commerce  Commission  might  be  the  proper  medium, 
as  between  the  people  and  the  General  Uovemment,  for  bettering  jnst  such  con- 
ditions of  rates. 

<^.  (By  Mr.PiiiLi.iPH.)  How  would  you  regulate  these  great  combines?  What 
legislation  would  yon  suggest  to  meet  these  new  conditions  in  the  interest,  not 
only  of  the  industries,  but  o(  the  people?— A.  The  only  thing  that  presents  itself 
uo  my  mind,  after  a  great  deal  ot  consideration,  is  this:  That  the  States  Hbould 
.jnend  their  general  laws  or  their  constitntionn.  as  the  case  may  be,  so  as  to  refoae 
4>  incorporate  any  institution  on  any  other  than  an  actual  cash  basis.  1  think 
bat  is  the  main  thing.  I  do  not  sre  why  a  lot  of  men  should  come  together  and 
ut  up  a  Ihonaand  dollars  in  cash  and  capitalize  a  corporation  for  a  million  dol- 
lars or  anythiDg  over  that—and  of  course  that  allows  for  good  will.  If  they  are 
running  or  selling  a  btisinesx  that  has  a  good  will  worth  tiU.OOO,  and  it  is  ascer- 
tainable, put  it  down  at  so  much  money;  put  down  every  property  interest;  put 
down  every  Interest  at  its  own  full  value.  Whenever  you  get  beyond  that,  the 
Oovemment  of  the  United  States  should  absolutely  refuse  to  incorporate  any 
industrial  or  transportation  company.  That,  perhaps,  would  check  this  condition 
of  affairs. 

<j.  Ought  the  combines  to  be  prohibited,  when  they  have  control  of  the  home 
market,  from  selling,  when  there  is  oppopition,  at  ruinous  rates  and  recouping  off 
people  abroad?  IF  an  independent  ciinLern  sells  goods  in  one  of  those  markets  the 
other  great  concern  simply  sells  at  cost  and  below,  yet  maintaining  its  price  every 
place^se.  Is  that  fair?  Should  not  theiwople  lie  protected  ajcainst  that?— A.  You 
are  picturing  an  ideal  state  ol  affairs.  The  millennium  U  not  here  yet.  I  am  not 
sure  but  that  it  would  be  good  policy  if  you  and  I  had  a  flour  mill  and  we  had  a 
market  for  all  the  flour  we  conld  make  except  a  thousand  barrels  tvery  year  and 
were  getting  a  ^ood  price  for  all  the  balance — I  am  not  sure.  I  say.  that  it  would 
not  be  good  policy  for  us  to  ship  at  the  end  of  the  year  this  tbonsand  barrels  that 
is  bearing  on  the  market  over  to  Liverpool  and  sell  it  for  a  dollar  a  barrel  less  and 
keep  the  price  up  here.  That  is  good  business,  and  there  is  no  human  law  or 
devioB  that  I  know  of  by  which  you  can  prevent  that  condition  of  affairs. 

Q.  But  you  are  speaking  of  foreign  shipments.  Howaboutitat  home?- A.  You 
are  getting  a  paternal  government  of  the  most  pronounced  character.  I  do  not 
know  how  you  could  do  that. 

Q.  This  Oovernment  seeks  to  protect  our  industries  from  foreign  competition 
by  a  tariff  and  to  give  our  infant  industries  a  ohance  to  grow.    Now,  has  a  big 
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concern  a  right  to  follow  np  «  small  indnstry  and  clnb  it  ont  of  its  market? — A.  I 
think  not.  Anything  that  would  interfere  with  legitimate  enterprise  ought  to  be 
a  fair  snbject  for  governmental  intarference.  But  as  far  as  ontsida  markets  are 
concerned,  it  were  better  to  let  them  alone.  Yon  may  recall  that  80  years  Hgo 
■teel  rails  were  worth  $100  a  ton.  and  that  {100  a  ton  wan  paid  in  gold  to  foreign 
conntriee.  The  pnrchasee  drained  this  conntry  of  gold.  They  were  only  mana- 
factnred  in  Europe,  and  they  were  paid  for  in  gold.  Oar  money  was  only  worth 
50  cents  on  the  dollar.  But  Mr.  Carn^e,  with  his  enormona  monopoly  nom  the 
day  he  b^an  to  make  rails,  bronght  them  down  from  glOU  a  ton  to  abont  (30,  and 
scores  and  thonaands  of  men  were  employed  who  never  wonld  have  known  what 
it  was  to  be  inside  of  an  industrial  planL 
(Testimony  closed.) 


Wabhinoton,  D.  C,  Jfoj  7,1901. 

TESnXONT  OF  UK.  F.  J.  HoOOTERH, 

Chairman  SoHthem  CloMsifieation  Committee, 

met  at  11  a.  m.,  Vie 
.  .     .  .  _  'n,  of  AtlBDla,  Ga.,  i 

initt«e,  was  introdueed  as  a  witneea,  and,  belnR  dnly  8- 

Q.  (By  Mr.  Riplbt.)  Will  you  state  yonr  occi       " 
of  the  Sonthem  ClaMiflcation  Committee,  Atlac     , 

Q.  Will  you  make  any  statement  respectinj;  the  urj;aiiizatio[i  of  this  committee,  it« 
relations  to  the  railroads,  aod  its  fiiuotioBBT— A.  Pouibly  1  roold  best  aoawer  that 

Jnestinn  by  quoting  tram  a  letter  which  I  wrote  on  September  1.5  laat  to  the  Hon, 
ohn  D.  Molnnie,  preaident  of  the  Hissiseippi  railroad  commiMion:     (Heading:) 
"File  710.]  "SOI'THRKN  CLI^SIPI CATION  CoHHrrrRB, 

"AtUrnla,  Oa.fSeptanberlS,  1900. 
"Hon.  JoBK  D.  MclNNia, 

"  PrsaidmC  AiitiiiHppi  Baiiroad  Commiinon,  Jaekion,  Mi»i. 
"Uy  Dicar  Sir:  Some  little  time  aeo  we  received  a  letter  &am  Mr.  T.  C.  Powell, 
assistant  freight  trafflo  manager  Routbem  Railway  Company,  stating  that  yoa  had 

Srobably  conimunicateil,  or  would  communicate,  with  us  respecting  recent  changes 
1  the  southern  class iS cation,  and  he  asked  that  we  prepare  and  Hend  you  a  list  of 
the  changes  that  had  been  made  in  the  southern  classification,  togetber  with  the 
leoBOUs  lOT  those  changes.  We  have  received  no  communication  from  you  on  the 
subject,  but  that  fact  has  not  been  the  cause  of  our  failure  lo  write  yon.  Press  of 
latters,  Jnclndbig  preparstiiiuB  for  a  meetlDg  of  our  committee  next  week,  at 


hich  quite  a,  lengthy  docket  is  to  be  considered,  baa  operated  to  prevent  an  earlier 
unplianoo  with  Hr.  Powell's  request. 
"The  country  may  be  said  to  be  divided  into  three  classifioatiou  districts  or 


"1.  The  territory  covered  by  the  official  olassin cation,  and  which  may  be  roughly 
defined  sh  the  territory  lying  north  of  the  Ohio  and  Potomac  rivers,  una  east  ol  the 
Miestsaippi  Kiver  and  Chloagu. 

"2.  Tne  territory  covered  b^  the  western  olassifloation,  which  may  be  deHned  as 
the  territory  lyln^  west  of  Chicago  and  the  Mississippi  Kiver. 

"3.  The  territory  covered  by  the  southern  classification,  lying  sonth  of  tbe  Ohio 
and  Potomac  rivers  and  east  of  the  Mississippi  River. 

"Of  course  yoo  nnderstand  that  in  all  three  of  the  territories  referred  to  varions 
exceptions  to  tlie  clsssiii  cation  are  in  force,  in  the  shape  either  of  oommodity  tariffli 
ot  what  we  term  classification  exception  sheets. 

"In  dealing  with  classification  matters  we  usually  divide  the  olassifioation  into 
three  parts: 

"  I.  The  general  roles  which  govern  in  the  application  of  the  rates  and  which  are 
published  in  tbe  first  part  of  the  classification, 

"2.  Tbe  descriptions  of  tbe  articles,  setting  forth  the  name  of  tbe  article,  manner 
in  which  it  is  tobe  packed,  etc.,  and 

"3.  TheratiuKH  themselves,  showing  what  class  each  particular  article  is  to  take. 

"Now,  in  the  recent  revision  of  tbe  southern  classification,  changes  have  been  made 
in  all  three  of  the  parts  above  referred  to.  Some  of  the  rules  have  been  changed  or 
modified:  many  ot  the  desoriptions  have  been  changed  and,  we  believe,  greatly 
improved  and  simplified,  and  a  good  many  of  the  ratings  tbemselves  have  been 
changed. 
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would  show  the  a«tanl  and  exact  ohBni^  in  the  mlea,  deicriptioiM,  and  ratings. 
Indeed,  the  only  HatUfaotory  way  by  which  to  aHcertaiii  the  changes  wonld  be  a 
oonipariaun  of  the  present  and  fbrmer  cloasiGoations,  Item  b;  item.  For  instance, 
the  furniture  list  lia«  been  c-ntirely  revised  and  greatly  reduc«<l  ns  to  the  nnmber  of 
Items  in  it,  anil  it  would  bo  improcticnble  to  show  in  tabnlated  form  the  exact  differ- 
ences between  tbe  olil  classification  and  the  present  one.  Necessarily,  therefore, 
trbat  follows  mast  be  stated  in  a  general  way,  and  without  attemptius  tii  give  you 
exact  details  as  to  each  of  tbe  many  articles  or  it^ms  in  the  classihcation. 

"  Orgaaixaliaii  and  objeeti  of  the  Soulhfm  ClataiJUation  Commitlfe. — The  Sou  them 
Classification  Committee  was  organized  April  15, 1699,  and  Its  articles  of  aasociation 
provide  that  the  object  of  the  committee  is  '  for  the  parposo  of  cstablishiuf:  uniform 
Ireight  classification,  and  the  publicity  of  some,  and  to  aid  In  AilQUing  the  purposes 
of  the  laws  of  the  States,  and  of  the  United  gtatcs,  affecting  commerce.'  Its  mem- 
bership is  composed  of  'Transportation  companies  members  of  the  Sontheostern 
Freight  Association,  and  members  of  the  Sontfaeastem  MlHsisaippi  ^' alley  Associa- 
tion, and  other  companies  operating  in  the  territory  sonth  of  the  Ohio  and  Potomac 
rivers  and  east  of  the  MissiMippi  River  (Inclnding  coastwise  eteamsbip  companies 
parties  to  tarilfs  of  through  rates  governed  bythe  southern  freight  class  IS  cation].'" 

So  that  the  commission  will  understand  tbat  tbe  territory  embraced  In  the  mem- 
benhlp  of  the  clossifioatioik  committee  is  that  lying  east  of  the  Uisaissippi  and 
south  of  the  Ohio  and  I'otomac  rivers,  and  we  include  also  the  Atlantic  coastwise 
steamship  companies  that  handle  business  into  and  ont  uf  that  territory. 

"Tbe  need  of  such  a  committee  has  lonK  been  recognized  by  tbe  canlers  in  this 
territory,  and  negotiations  looking  to  its  fonnatlnn  had  been  In  progress  for  several 
yeaia  prior  to  its  final  organization.  Similar  committees  have  been  in  eiietenoe  In 
the  official  claasilioatiun  territory  and  in  the  trestern  cloHsification  territory  for, 
many  jeun  previous,  ami  have  demnnstratecl  their  value  and  usefiilnesa. 

"Prior  to  the  organization  of  this  oommUtee  claMitlcation  matters  were  bandied 
by  the  flight  traffic  oasociatione,  along  with  other  rate  queBtions;  but  it  was 
believed  tbat  the  time  bod  come  when  this  important  branch  of  tbe  rate-making 
problem  ought  to  be  given  separate  and  special  consideration  by  a  committee  repre- 
seatiagtbe  whole  territory;  tbat  an  ofBoial  ought  to  be  employed  to  gather  necee- 
•ary  and  proper  inlormatiun  and  data  bearing  on  claesitication  matters,  and  in  short 
that  tbe  growth  of  transportation  intereeta  and  traffic  in  southern  territory  Justi- 
fied tbU  further  step  in  specializatioo." 

The  membership  is  the  saciie  non ;  it  fluctnates  a  little,  but  it  is  42  members  now, 

Q,  (By  Mr.  Phiixipb.}  Only  one  member  representing  each  linet — A.  Each  line 
has  1  vote— each  system,  yon  might  say,  because  some  of  the  systems  have  4  or  5  or 
more  separate  corporate  lines,  corporate  interests,  and  our  articles  provide  that 
where  there  are  2  or  more  members  with  1  traffic  official  only  I  vote  is  allowed, 
BO  that  we  have  42  separate  interests.  I  can  not  sny  that  tliey  are  independent;  a 
good  man^  of  them  are  affiliated  interests  like  tbe  Baltimore  Steam  Packet  Com- 
pany, which  is  a  member  of  the  Seaboard  Air  Line  system  or  interest,  and  tbe 
Chesapeake  Steamship  Company,  which  is  a  part  of  the  Southern  Railway  interest, 
bnt  tboy  are  aeparntely  mnnaKed. 

Q.  (Ky  Mr.  RipLEY.)  Yon  have  a  copy  of  the  by-laws  and  constitution  of  this 
eomm.tteef— A.  I  think  so. 

Q.  Win  you  insert  that  In  your  testimony  t— A.  I  will  file  it  ss  on  exhibit. 

(ContinneH  reading  letter  to  John  D.  Hclnnis:) 

"The  articles  of  association  provide  for  a  subcommittee  of  15  members,  which  is 
composed  of  representative  lines,  and  includes  both  rail  carriers  and  water  carriers. 
It  is  thednty  of  that  sabcommitteo  to  carefully  consider  all  facts  and  inrormation 
submitted  by  the  chairman,  or  by  sbippers,  to  hear  oomplalnta,  statements  or  arga- 
nienla  from  shippers  or  their  representatives,  whether  oral  or  written,  and  there- 
npon  to  snbmit  recommendation  for  the  individual  ooncnrroiice  of  all  tbe  members 
oftfab  entire  aummitt«e,  which  at  present  is  composed  of  42  railway  and  steamsblp 
lines.  If  thus  concuired  in,  tbe  recommendations  are  published  by  tbo  cbairman 
of  the  committee,  for  the  use  of  all  lines." 

I  think  that  far  mill  aoiwer  as  to  the  organization  of  the  committee  an<l  its  rela- 
tions to  the  railroads. 

<i.  Are  any  functions  clven  to  this  oommlttne  other  than  those  of  making  up  the 
class ifi eation f  Do  you  nave  any  powers  other  than  that  of  recommendingf  Can 
you  enfore  tbe  classification  f — A.  TJie  subcommittee  recommends  to  the  general  com- 
mittee, and  if  conctirred  in  by  the  general  committee,  tbe  chairman  then  pablishea 
It  and  it  becomes  tbe  offloial  issue  of  the  members. 

Q.  Does  it  become  thereby  binding  upon  those  memberaf  That  is,  are  all  the 
members  of  the  OMocIalion  compelledto  accept  that  rating! — A.  They  are  not  com- 
pelled. They  accept  it  and  they  file  it  as  their  own  issue— rather  they  have  ageiieral 
Dutice  on  tile  with  tbe  Interstate  Cummission  to  the  effect  that  oar  issues  shall  be 
oonDldoredtheirofflcial  issue  unless  the  commission  is  advised  to  tbe  contrary.    If  we 
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do  something  that  a  line  does  not  care  to  accept,  it  wonld  give  hb  notice  and  also 
flie  tbut  iiotice  with  the  Interstate  Commisaion.     we  have  had  very  litlle  of  that. 

Q.  Butniig'^t  a  line  act  iudepen<tently  tberenpoQ  if  it  chosel — A.  Oh,  yes;  oh,  ye*. 
WohavehairTerylitUeof  that.  Wo  have  had  some  diQ'oreiiceB  with  oiie  of  the  large 
tinea  in  our  territory.     We  have  about  settled  that,  or  hope  to  shortly . 

Q.  Do  all  or  a  considerable  number  of  tbeee  lepresentativea  actually  meet  at  one 
tinio  together,  or  is  it  arranged  by  correspondence  f— A.  It  ia  done  in  meetings,  and 
tbo  Habcommittee  of  15  practically  does  all  the  work  of  the  committee.  Ab  you  will 
anderetand,  it  Ib  like  certain  Congressional  committAss;  this  subcommittee  dora  the 
worli,  and  it  is  nearly  all  done  in  meetings.  At  those  meetings — the  total  member- 
ship beiog  In — two-thirds  is  necessary  tor  a  qnorum  and  we  usually  have  12  or  13 
present. 

Q.  (By  Hr.  Clabkb.)  Are  the  representativeH  usnally  the  traffic  managers  of  the 
several  roadsf — A.  The  traffic  ofllolalB;  that  is,  traflic  managers,  jreneral  freight 
agents,  assistant  general  freight  agents.  The  same  oSiclals  who  make  the  claasiG- 
cations  laake  the  rales  in  the  rate-making  organ izatioue. 

Q.  ( [ty  Mr.  KiPLBr. )  But  in  making  the  rates  they  to  some  degree  act  independ- 
enlly,  do  they,  or  do  they  all  concnr  in  making  the  rates  in  the  tame  way  they  do  in 
the  cl assili cations  f — A.  They  all  concur.  The  principal  diSeri!ii(«  between  onr  arti- 
cles and  the  articles  of  association  of  what  we  call  the  traffic  organization,  as  dis- 
tinguished from  onrs,  is  thai  thej  require  a  nDnnimoas  vote  on  any  snbjeot.  One 
negative  defeats  it.  Now,  yoa  will  lind  that  in  our  articles  of  ossooiation  we  have  a 
fivo-siithB  rule. 

Q.  Will  yon  explain  before  you  go  further  the  different  aesoaiations  to  which  yoQ 
have  referred,  and  can  you  point  out  from  the  map  the  territory  covered  by  the  rate- 
adjustment  associations  and  the  others  f— A.  yea.  The  Southeastern  Mississippi  Val- 
.ley  AsBocintiun  takes  in  the  territory  which  is  honnded  by  a  line  drawn  from  Cin- 
cinnati down  the  Ohio  and  Mississippi  rivers  to  New  Orleans  and  a  line  drawn  fWim 
Cincinnati  down  through  Middlesboro,  Chattanooga,  Birmingham,  and  Montgomery 
to  l*eneaco1a,  Fla.  Thu  SoutheaBtem  Freight  Association  takes  in  the  territory  east 
of  that  Just  deHned  and  going  as  lar  east  as  Gainesville,  Athena,  Augnata,  and 
Charleston.  Theterrit«ry  east  of  that  last  described  is  known  as  theterritory  of  the 
Associated.  Railways  of  Virginia  and  the  Carolinns. 

Q.  These  tbieoasBociatluns  now  which  von  have  defined  have  what  fcmctions,  and 
what  is  their  relation  to  the  Southptn  Classilication  CoinroltteeT— A.  They  make 
the  rates  on  all  the  conipiititive  trafGo  in  Iheir  respective  lerritories — not  local,  bnt 
competitive. 

Q.  And  what  is  their  organization  f — A,  Their  urganixation  is  aomewbat  similar  to 
ouTB,  composed  of  all  lines  that  want  to  join. 

Q.  Do  I  understand  yoa,  then,  that  there  are  two  clasBeB  of  asBoclatiooa  operating 
for  the  railroads  in  this  Soathern  .States — one  clasa  of  assoolutions  which  makes  the 
rates  and  one  other  assooiatioD,  entirely  diBtinct,which  makes  the  i! lass ifl cation f— 
A,  That  is  Qorruct. 

Q.  And  there  isno  relation  between  those  two  kinds  of  ossociatioDs— the  rate  mak- 
ing and  the  c lansib cation t — A.  It  is  all  really  a  part  of  the  rate  making.  The 
making  of  freight  clusni lien ti one  is  the  making  of  rates.  It  is  a  port  of  the  rat« 
making  and,  as  1  stated,  forinerty  the  rate-mnking  assodatiuns  haoi^led  the  classili- 
cation  ns  one  of  many  rate  ([iieetiona,  but  they  do  notgifeit  enoitnh  attention.  They 
had  too  much  else  to  do.  In  the  other  two  sections  of  the  conntry  they  bad  classifi- 
cation committees,  and  tbey  thought  the  time  had  come  when  they  onght  t«  have 
one  down  South.  You  might  cay  this  committee  is  anxilinry  to  the  traffic  associ- 
ations.    It  ia  an  ofl'shoot  from  thum. 

<j.  The  point  I  wanted  to  make  was  this.  You  said,  I  believe,  that  two  factors 
enter  into  the  final  determination  of  a  rate :  Fint,  the  rate  Itself;  and,  secondly,  the 
class!  fi  cation  of  freight  to  which  tbut  rate  appliesT— A.  Correct. 

Q.  Is  there,  then,  action  Ly  thii  name  individuals  looking  to  harmony  between  those 
two  factors  which  go  to  make  the  linal  rate  t— A.  The  two  things  are  determined  by 
practically  the  same  people  acting  through  difl'erent  bodies.  To  illustrate,  the  gen- 
eral freight  agent  of  the  CentrnI  of  Geor;{ia  Railway,  Mr.  Winbnni,  ie  a  member  of 
the  conference  committee  ot  the  Soutbpsstem  Freight  Association,  and  he  is  a  mem- 
ber also  of  our  clOKsifi  cation  committee.  Now,  the  fixing  of  what  the  first-class  rate 
shall  bo  from  Atlanta  to  Richmond  is  dealt  with  by  him  in  the  lioutbeaBtem  Freight 
Association.  But  when  it  comes  to  be  <letermined  what  articles  shall  take  that  first- 
class  rate  he  acts  through  the  classification  committee. 

Q.  In  the  one  oase,  honoier,  in  the  classifioation  committee,  you  state  that  five- 
sixths  may  fix  the  clattsification  (—A.  That  governs.  That  doPB  not  prevent  a  line 
from  acting  independently  aflerwanis,  if  it  wants  to.  it  may  refuse  to  accept  the 
chissitication.  Naturally  we  nnderstand.  or  we  oucht  to  understand,  that  no  article* 
of  association  can  deprive  a  line  of  Un  inherent  right  to  make  ita  own  rates,  aiuoe 
the  Trans- Missonri  decision,     We  nndrnitMnd  that.  • 

Q.  llieae  are  not,  then,  in  any  sensu  injolsf—.V.  Not  at  all.  ,—  i 
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Q.  And  they  have  uo  liiiftiiciBlftiDcti  oust — A.  Nod«  whuteTei.  The  articlea  explain 
thai  th«  expenaea  of  the  committee  are  divided  on  the  mileage  basis.  T  hat  is  the 
only  money  we  handle.  '  uT  cornmittee  does  not  even  nDtlertuke  to  eiiforre  or  to 
■ctDtinlze  the  application  of  the  cl&iiHificatioQ  after  it  is  oucepubliahed. 

Q.  Any  railroiMi,  then,  which  chooaes  todiasBnt  from  the  rates  or  the  classifications 
fixed  by  these  several  associatiouB  is  at  liberty  to  do  sof— A,  Oh,  yos,  it  lias  that 
ligbt;  you  oan  not  take  it  avay.  It  would  be  illegal  for  it  to  sign  its  right  away 
to  do  that. 

<i.  How  many  olaaai  A  cations  have  you  aotnally  issDodt^A.  We  have  isanoil  three 
■ince  the  organization  of  the  committee.  1  will  file  a  copy  of  each  with  the  com- 
missioD,  and  I  will  Hie  a  oupy  of  the  old  olnssiGcatiou,  No.  ^B,  which  was  superseded 

Q.  Wbat  doyon  moon  b^  No.  231  Do  we  understand  tbat  there  hare  been25])re- 
Tiona  issiieH  of  tbe«e  olaBaihcationHl — A,  Yes;  we  nsed  to  show  that  [showing  inside 
title  pafie  of  No.  23].    That  is  where  we  got  the  number. 

Q.  (lly  Mr.  Clahke.)  Was  that  namh^  25  prepared  by  yonr  committeel — A.  No; 
that  was  the  last  one  pnblisbed  prior  to  the  organization  of  our  committee.  It  waa 
•aperse<led  by  our  first  pnblicatiou,  No.  26. 

Q.  What  body  prepared  thatt — A.  The  l^outheast«m  Freight  Association.  Now, 
as  J  stated  awhile  ago,  prior  to  the  orgnnii^ation  of  our  committee,  the  classification 
feature  of  the  rate-raakinff  matter  was  handled  by  tbe  traCSo  associations.  That 
was  pulilished  by  tbe  SoiitheMteni  Freight  Association  aud  shows  tbat  it  was  con- 
cnrred  in  by  the  S.  E.  M.V.  A.,  which  meaue  the  Southeastern  Misaisslppi  Valley 
Association. 

Q.  (Ily  Mr.  Riplkt.)  Was  it  also  concurred  in  by  the  Southwestern  and  the 
Virginia  and  Carolina  asHocJatioiiBf — A.  It  doeH  not  show;  but  It  was  concurred  in. 

Q.  That  is  to  say,  there  wua  still  a  single  c lass ifi cation  I'ur  the  Southern  territory, 
althongh  it  was  not  made  in  just  the  aauio  way  as  at  the  presenttimet — A.  Exactly. 
It  was  reuUy  made  in  the  saiue  way,  except  that  it  was  not  mude  through  a  separate 

Q.  We  have  hail  at  vnrioita  timea  complolnta  before  this  commission  from  mer- 
chante'  anHOciafioDH  that  the  revent  cloKailicationB,  Nos.  26,  27,  and  2»,  have  intro- 
duced many  cbnn^'eB  in  tbeclaeaca,  andeapecially  in  tbe  diHtinotion  btttA>eeu  carload 
and  less  tiian  carload  lots.  Will  you  make  a  stuteiient  respecting  the  Heveral  clasHi- 
lirationB  (  ' — A.  I  was  going  to  answer  that  by  rouUng  these  other  sections  of  my 
letter  to  ColimelMi'lDuis.     [ReailingO 

"In  the  preliminary  meetings  leading  up  to  tbe  organization  of  the  committee  it 
waa  urged  by  many,  and  was  generally  coucuded,  tbat  one  of  tho  first  duties  of  tbe 
new  comuiittee  would  bn  a  thorough  and  sysleniatic  rbiiaion  of  tbe  ontiie  cluiwifi- 
catloii.  Snth  a  work  bud  not  before  beeu  attempted.  T:n<ier  tb^^  olil  plan,  elniwilioa- 
tlou  matters  were  bundled  piecemeal ;  addittoua  and  chaugea  wore  made  from  time 
to  time  wilhout  proper  regnrd  for  the  uHVot  which  xuib  action  might  or  ought  to 
have  upon  other  nnalogouB  artii'les;  and  the  result  woa,  oh  every  one  familiar  with 
the  situation  well  kiiowit.  that  tbe  claitBitlcatiun  abounded  in  conflicting  ratings, 
InconHlsb-ncIeH,  aud  incongruilles. 

"The  new  committee  undertook  the  revision.  It  began  with  tbe  iron  and  ateel 
list.  A  apecial  sulicommittee  of  li  nieml>eia  waa  appointed  to  deal  with  theqneation. 
That  special  subcommittee  held  a  2  days'  aesHion  In  October  and  anntherZ  day  a'  aee- 
sion  in  November,  18iKI.  It  reportoil  to  tbestaniling  subcommittee  an  entire  revised 
lint  of  iron  and  steel  articles,  both  aa  to  descripliona  and  ratinga,  which  report  was 
approved  by  tbe  subcommittee  without  substantial  chaoges,  and  was  concurred  in 
by  tbe  variona  individual  lines;  and  tbe  chxugos  thus  adopt«d  were  jinbliabed  In 
Southern  closeiftcation  No.  36,  elfective  February  1,  l!tO0.  It  is  a  fact  that  this 
revisii  n  of  tbe  iron  and  sb-el  list  contained  advances  in  g,  good  many  ratinga. 

"  In  continuation  of  tbe  work  of  ri'viaioutheBtandiuganbcoiiimittee  held  nn  8  days' 
session  in  WnHhiugtnu,  D.  C,  December,  IH!I9,  at  which  titiiu  the  entire  olaaxifi cation 
(with  the  exception  of  the  iron  and  steel  liBtj  was  carefully  gone  over  and  a  revlHed 
clasHiticntiun  submitted.  Tbat  revised  claseiHcation  was  conaitlcrnd  at  meetings  of 
the  entir.'  rommif  tee  held  in  Atlanta,  Ga,,  January  4-f),  liMX),  and  January  21,  liKW, 
which  were  the  largest  gatherings  of  tranaportatioii  liups  ever  bi-)d  in  tbe  South  for 
the  Bole  consideration  of  cliuisili cation  matit-ra.  Tbe  recommeudatioDS  of  the  sub- 
committee were  carefnlly  cone  over,  item  by  item ;  substantial  modifications  were 
made  in  tbohe  recommenilBtlona;  further  correapondence  ensued  between  important 
lines  aa  to  tbone  modi II cations,  and  tbe  reault  was  Anally  promulgated  in  clossiflco- 
tion  No.  27,  taking  efl'ect  June  1,  1900. 

"The  foregoing  statement  of  facts  as  to  tbe  method  of  proredure  In  submitted  to 
sbnw  that  tb use  important  mutters  have  been  giv<'n  tbe  fiilii'Ht  muHiileniliiin  iiud 
that  the  advancen  recently  made  in  the  ctaKsill cation  have  not  been  tbe  result  of  a 
preoonceived  athmpt  on  the  part  of  a  few  of  tbe  principal  lines  to  put  np  tbe  ratea 

ete.,  In  Hh-tlmouy  ol  Mr,  J™.  Langley,  jxmI,  p.  869. 

IfiA 42 


656  INDUSTRIAL   COMMIKIIOIT: — TBANSPORTATIOK. 

on  the  Bhlpping  pnbiic.  At  no  previous  time  in  the  hiator;  of  Southern  tranaporta- 
tion  has  tne  matter  of  freicbt  classiticntion,  in  ull  of  ita  bearing  and  featnrea,  b«en 
given  snch  olooe,  thoiigbtnil,  And  thorough  consiileratian. 

"  Now,  it  happened  that  the  revision  referred  to  came  at  a  time  of  extiaordinary 
trade  conditions,  irbic^h,  in  (be  opinion  of  the  oonmilttee,  juBtified  aubstantial 
advance  in  many  of  tbe  ratin^-B.  TLere  bad  been  marked  increases  in  the  prices  of 
manj  important  commodities,  and  this  seemed  to  beeepeciatly  true  of  those  aiticlea 
whose  nse  and  cost  enter  moat  lHrt;oly  into  tbaoperHtioQ  of  transportation  lines.  Aa 
bearing  on  this  yoint,  we  snlimit  nerowith  a  BtateaiBut  prepared  by  one  of  the  prin- 
cipal Jines  in  this  territory,  showing  a  comparison  of  tbe  cost  of  railway  materiai 
and  supplies  during  the  years  IS^l  nnd  1900,  together  witb  the  percentage  of  im^reaae 
in  tbe  aaid  cost.  It  is  a  fact,  of  which  you  are  no  doabt  aware,  that  some  of  tbe 
lines  in  this  territory  have  actually  shown  a  reduced  net  revenue  during  certain 
periods  as  against  an  increased  gross  revenue  during  the  same  periods,  and  this  is 
attributed  entirely  to  tbe  increased  coat  of  materials  used  in  operation  and  not  to 
any  otfaer  or  special  cause, 

"  But  we  insist  that  tbe  revision  of  tbe  cftaslGcation  would  bave  occurred  regard- 
less of  trade  conditions,  and  that  the  object  of  tbe  revision  was  not  entirely  and 
solely  for  the  purpose  of  increasing  the  latinss,  as  has  been  stated  in  some  quarters. 
The  need  for  tne  rnvlaion  baa  l>ecn  previously  above  explained,  and  in  going  over 
the  classili cation  it  waa  believetl  and  found  that  many  of  the  existing  ratings  were 
nnreaaonably  low  in  and  of  Ihemaelvea ;  that,  based  on  vuluea,  risk,  denuity,  method 
of  packing,  etc.,  some  advances  would  be  entiruly  proper,  and  iiy  comparison  with 
the  r]itingB  in  effect  on  the  same  articles  in  the  other  two  clusaiGcation  territories  it 
was  ahw>  believed  and  found,  and  conld  be  easily  demonstrated,  that  the  ratings  on 
many  articles  were  uureasonaiily  low.  It  was  observed  in  some  inatances  thai  the 
tatins  on  an  ordinary  article  of  shipment  not  anbjoct  to  any  special  conditions  of 
supply  or  demand  was  three  or  fonr  classes  lower  tlian  in  the  ollieial  and  Western 
elaasio cations,  and  where  there  seemed  to  be  no  justification  for  this  dilTerenae  the 
rating  was  advanced. 

"We  do  submit,  with  the  utmost  deference,  that  the  honorable  uommlsaion,  of 
which  yon  are  tbe  head,  clothed  with  tbe  authority  to  establiab  reasonable  rates 
and  olaaaiflcation  in  tbe  State  of  Mississippi,  ought  noC  to  finally  disapprove  andset 
aside  an  entire  e  lass  ill  cation,  planned  and  formulated  in  the  uiunner  and  under  the 
circumstances  above  deecribeil,  wilbout  subhtiiiitiai  and  SNcellcnt  rcHsona.  It  doeo 
seem  to  ns  that  tbe  work  of  the  Southern  Clussili cation  Committee,  organized  as 
above  explained  and  dealing  with  these  matters  in  the  thorough  and  BysCematio 
way  above  set  forth,  ought  to  bave  tbe  moat  careful  and  detailed  consideration  by 
your  honorable  body  before  undertaking  to  decide  broadly  that  everything  done  by 
the  classification  committee  has  been  wrong,  nnn'Ise,  or  improper. 

"  Clatiifi^Mtioa  yo.  SG  a»  compared  irilh  No.h.—k»  already  stated,  classiScation  No. 
36  went  into  effect  on  February  1,  1900.  Upon  noinparing  it  with  No.  25  the  first 
important  change  that  will  naturally  occur  to  you  is  the  fact  that  the  old  ilouble- 
oolumn  plan  was  abaudoned  for  the  aiuKle-culumn  plan.  In  other  words,  olasaitica- 
tion  No.  26  shows  only  one  rating  opposite  each  item,  while  the  previous  classifica- 
tion showed  two  ratings  oupo«lte  many  of  the  articles,  one  in  tbe  '  carrier's  risk' 
and  the  other  in  the  so-called  '  released'  column." 

Q.  {By  Mr.  Ripley.)  Will  yon  eiplain  what  that  mcausT—A.  In  classification  No. 
2G,  and  in  all  previous  classili  cations  for  many  yeara,  we  showed  two  colnmna  of 
ratings.  Tbe  commission  will  nnderstand  it  in  a  moment  at  a  glance.  In  tbe  flrat 
colnmn  we  showed  what  is  known  as  the  currier's  rislt  or  common  law  liability  rat- 
ing; In  the  second  column  wo  showed  the  owner's  risk  or  limited  Jlability  rating,  the 
first  column  rating  being  naturally  higher  than  tlie  second.  Now,  in  going  throngh 
the  old  classification  No.  25,  we  found  that  there  was  no  sort  of  consistency  or  nni- 
fomiity  or  anything  approaching  uniformity  between  tbe  two  columns. 

Q.  Can  yon  jUuxtrate  that  by  an  example)— A.  1  believe  I  can  do  It  better  this 
way:  lAe  found  that  about  1,700  items  or  articles  were  shown  ouly  in  the  carrier's 
risk  colnmn,  tbe  first  column ;  two  hundred  odd  articles  were  shown  ouly  In  the  aoo- 
ond  column;  590  or  600  items,  tbe  remaining  items,  were  ahown  in  both  colnmos. 
How,  we  found  that  where  two  ratinpa  were  shown  tliey  varii-d  all  the  way  from  11 

Er  cent  to  280  per  cent — that  ia  to  say,  tbe  carrier's  risk  rate  waa  14  per  cent  higher 
an  the  owners  risk  rate  in  some  inHtanccs  and  280  per  <-ent  higher  in  some  other 
Instances.  We  found  further  that,  probably  owing  to  a  clerical  error,  misunder- 
standing, or  what  not,  many  articles  were  shown  only  in  the  first  column  that  were 
anbjpct  to  great  risk  in  handling.  For  instance,  yon  will  find  ai-ids  N.  O.  S.— that 
Is,  acids  not  otherwise  specified — only  in  the  first  colnmn.  Everybody  undemtanda 
that  acids  are  a  risky  thing  to  handle,  and  yet  in  this  old  classilicstioQ  they  were 
shown  only  in  the  carrier's  risk  column,  an  anomaly  or  alisnrdity  thnt  mavhave  had 
its  birth  in  some  clerical  error  somewhere.  There  [pointing  to  classification  No.  25] 
are  two  colnmna,  and  a  list  of  acids.     Some  are  only  in  the  first  column  and  some 
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onlf  in  tbe  second  column  and  Bome  in  both,  all  nnder  the  h«ad  of  aoida,  and  no  nni- 
formity  kbont  it.  Well,  we  did  not  aee  any  ra&son  irhy  ««  oueht  not  to  abandan 
tbat  old  Hystcm  and  pat  every  ratin|{  on  the  limited  liabilitj  or  bill  of  lading  bsais. 


n  law  or  corner's  risk  rating  a  nniform  percentage  liiirber,"  and  we  did. 
We  madeit  20  percent  tiigber,  inline  with  the  mle  of  tha  trnnk  Tinea. 

Q,  That  la  the  rale  in  this  olfldal  olaasi  Scat  ion,  that  when  oarried  at  oarrier's  risk 
itiaaOMroentliigheTf— A.  Twenty,  and  oun  is  now  20.     For  a  while  ouib was  3D. 

Q.  What  changM  took  plaoe  between  Nob.  25  and  26  in  addition  to  the  ones  tbat 
yoa  have  mentioned  respeotinf;  i-arrier'a  and  owner's  liability! — A.  That  was  the 
flnt  change.    I  will  re»d  on  here  [rending  farther  fttan  letter  to  John  D.  MclnniB]  : 

"Without  preaoming  to  ortticiae  the  maketa  of  the  Brat  oiassili cation,  26  or  30 
years  ago,  we  have  never  been  able  to  diHcover  any  necessity,  or  good  reason,  for 
the  doable  eolnion  plan.  If  a  similar  plan  has  ever  Iwen  in  torce  in  the  other  two 
cloBsiGcation  territories,  we  kre  not  aware  of  it.  We  were  not  present  at  its  birth, 
but  we  shall  always  coDgratolate  oarselvea  tbat  we  participated  in  its  obseqniee. 
It  abounded  in  inoon  a  latencies,  it  being  found  upon  inveetig:aCion  that  the  difference 
between  the  released  ratings  and  the  carriers'  risk  ratings  varied  ail  the  way  from 
14  to  280  per  cent.  Atticlea  were  shown  in  the  carriers'  risk  colnmn  only,  which 
wereof  eitraordiaary  risk  in  handling,  anatwardit;  which  <ioea  not  admit  of  any  aurt 
of  explanation.  Kurtliermore,  nnder  the  old  methoil  of  handling  olassilicatiou  ques- 
tioDB,  ratinga  were  changed  withoot  stating  whether  the  new  ratinga  were  to  be 
shown  in  the  released  colnmn  or  in  the  liarriera' risk  column:  and  the  matter  was 
therefore  left  to  the  dixcretion  of  the  rate  clerk  bundling  the  publication  of  the 
cbanees. 

"  We  do  not  believe  that  any  one  will  contend  that  the  change  to  the  single 
coinmn  plan  was  not  in  the  direction  of  simplicity  and  nniformity,  and  it  only 
'ne  for  ns  to  consider  what  elfcct,  if  any,  the  single  column  plan  actually  had 


has  been  made  the  basis  for  erroneous  or  misleading  etatements  to  the  effect  that 
Clasaiiioatlon  No.  26  advanced  the  ratings  on  some  1,SX)  articles  "  by  indirection  " — 
in  other  words,  we  tried  to  slip  up  on  the  pnbllo,  by  putting  np  the  ratea  on  them 
withunt  changing  the  actual  ftguree  in  the  rating  column. 

"Now  iu  U I asaili cation  No,  25  some  1,700  articles  were  shown  in  the  first  or 
carriers'  risk  colnmn  only;  and  in  pu bliah lug  CI aasifl cation  No.  26,  all  of  those 
items  were  transferred  to  the  limited  liability  colniun,  which  la  the  only  oolnmn 
now  used.  The  very  drat  item  in  ClaBsillcation  No.  23  will  serve  as  an  illustration: 
Acooutannenta,  military,  are  shown  in  the  carriera'  risk  column  at  the  first  class 
rating.  This  rating  still  governs,  but  it  is  the  limited  liability  rating,  because  all 
of  the  present  ratings  are  snbject  to  rule  one  of  the  olasaiti cation,  which  provides 
that  the  ratings  shown  in  the  classification  opply  only  on  property  shipped  subject 
to  the  conditions  of  the  ntandard  bill  of  lading;.  What  has  been  the  actual  effect  t 
If  a  man  had  a  shipment  of  military  accoii  term  en  ta  to  forward  Avm  .Toe  kson,  Miss., 
to  Atlanta,  Oa..  nniler  the  old  classification,  be  aliuply  accepted  the  bill  of  lading  of 
the  initial  carrier  at  -laokaon  aod  paid  the  first-claaa  rate,  if  he  had  the  same  ship- 
ment to  forward  next  Monday,  lie  would  simply  accept  the  bill  of  lading  of  the 
initial  carrier  at  Jackson  and  pay  the  tirat-elass  rate ;  and  asanmiug  that  tne  llrst^ 
close  rate  from  Jai^kaon  to  Atlanta  was  the  same  on  January  31  as  it  will  be  on 
September  IT,  the  rate  actually  cbarged  is  exactly  the  same  in  both  instances,  and 
the  cunditiona  of  ahiplnenta  are  practically  the  same.  The  technical  argnmeot  has 
been  made  tbat  by  patting  these  varions  articles  on  the  limited  liabilitv  basiSj  we 
have  actnally  Bdvimced  the  rales,  beoanae  the  ahipper  would  have  had  the  right 
formerly  to  deiiiand  a  common  law  liability  bill  of  lading,  wherens  he  would  now 
have  to  comply  with  the  terms  imd  ounditions  of  the  standard  bill  of  lading.  As 
we  nil  know  that  93  per  cent  of  the  bilaineaa  of  the  country  is  handled  on  the  bills 
of  lading  of  the  various  carriers,  and,  therefore,  on  the  liiuit«d  liability  basis,  we 
simply  oak  you,  in  all  sincerity,  whether  this  feature  of  the  matter  Jaatlliea  the 
Btatoment  that  the  ratings  were  advanced  on  the  1,600  or  1,700  articles  referred  to. 

"  Xow,  with  the  exception  ot  tbia  change  to  the  single  column  plan,  and  witb  the 
exception  of  the  iron  and  steel  list,  which  we  have  previously  referred  to,  Classifi- 
cation No.  26  was  tiof  an  advance  over  Clasa  ill  cation  No.  25,  bat  as  a  matter  of  faot 
contained  mors  reduelioni  than  adrancet." 

Now,  if  we  may  summarize  that:  In  c  1  ana ifi cation  No,  26  we  abandoned  the  aingU 
eolamn  plan  and  we  put  all  articles  on  the  limited  liability  basis,  which  means  in 
everyday  bnsiness  practice  that  we  said.  Von  mast  accept  the  bill  of  lading  of  the 
initial  carrier,  iiy  some  sort  of  a  strained,  technical,  or  literal  argument  yon  might 
say  tbat  We  advanced  those  1,700  items,  but  the  charge  was  not  any  more  on  the 
goods  moved  than  it  had  been.  Now,  tbat  has  been  made  the  basis  for  a  statement 
by  the  New  York  Merchants'  Association,  repeated  at  di&erent  times,  and  aooepted 


658  ITfDUSTRIAL   COMMISSION: TBAirepOBTATION. 

by  otber  orKaniEHtioDB,  thftt  No.  26  advaDoed  the  rating  on  some  1,600  artiolM.  Aa 
a  matter  of  foot,  there  were  aboot  1,700  changed  in  that  way.  No.  26  advanced  the 
iron  and  Bteel  list,  aa  nlready  stated  and  sdniitted  without  any  sort  of  beaitatioa. 
It  advanced  them  coueiderably.  With  that  ezoeptiou  it  wai  a  redaction  aa  com- 
pared with  No.  25. 

Q.  (By  Ur.  Clarke.)  The  limited  liability  ccilnmn  ahowud  lower  rates  than  th« 
other  column,  did  it  not,  before  this  change  was  inadel—  A.  Yes. 

IJ.  Then,  if  the  other  column  wae  abandoneil,  aud  the  limited  liability  colamu 
roCtiineil,  how  conld  that  be  an  increasoT  Would  it  uot  ueem  to  be  a  decreaoet — A, 
Where  an  article  bad  previouHly  taken  a  limited  liability  rating,  we  let  that  Btav. 
This  ohanse,  which  was  possibly  a  technical  advance,  was  with  respect  to  the  1,700 
articles  which  were  shown  in  the  carrier's  risk  colnmn  only.  We  transferred  those 
bodily  to  the  other  column.  What  had  been  previonsly,  say,  military  accontro- 
raents,  lirst-class,  carrier's  risk,  we  made  lirst-class,  owner's  risk.  Now,  1  admit 
that  technically  that  may  be  an  advance,  bnt  if  a  man  had  a  shipment  of  that  kind 
to  move,  either  before  or  after  the  pubticatioo  of  No.  26,  he  simply  took  his  shipment 
to  the  station,  aud  took  tbe  carrier's  bill  of  lading  and  had  it  moved,  aud  be  bad 
the  same  thine  to  do  after  it  went  into  effect.  He  would  takeii  to  the  depot  and  the 
shipment  nould  move  for  the  same  rate  per  hundred  pounds  to  the  ssmu  destination. 

Q.  Then  you  transferred  those  1,700  articles  from  one  coliimu  to  the  other  without 
changing  the  ratef^-A.  Without  changing  the  rating.  1  want  to  bring  out  tbat 
point  clearly  to  this  commisaion.  1  have  never  had  an  opportunity  to  deny  it  before 
under  oath,  or  under  aiiythiug  like  these  circumstances.  I  want  to  emphasize  here 
that  we  admit  a  techni<:al  advance  on  those  items,  but  no  practical  or  actual  advance. 

1^.  (Uy  Mr.  Htpu:v.)  1  And  in  notes  upon  hearings  before  the  Interstate  Com- 
merce Commission  on  changes  in  freight  classification  in  December,  ISSIS,  a  state- 
ment an  page  53  that  the  Interstate  Commerce  Commission  found  there  were  754 
changes  in  the  soutbern  classifiuation  then  put  in  force.  Have  you  any  knowledge 
about  that  hearingf  Could  that  have  been  a  hearing  upon  this  classification  No. 
261 — A.  When  waa  the  hearingf 

Q.  December  18,  1S99.  Or  was  that  upon  the  official  olaesificationf— A.  Deoem- 
ber  IS,  ISSGT 

CJ.  Yes. — A.  We  had  not  issued  any  then. 

Q.  The  statement  has  been  made  further,  before  this  commission,  tliat  No.  36 
introduced  a  much  wider  difference  between  carload  and  less  than  carload  lot«. 
Wilt  yon  explain  the  bearing  of  such  difl't'renccs  upon  the  jobbing  trnde  and  upon 
the  interests  of  New  York  as  a  jobbing  center  and  on  the  cities  of  the  South  f — A.  1 
think  reference  is  made  to  No.  27  as  compared  with  No.  26.  I  will  answer  as  to 
No.  26.  We  have  already  stated  that  the  iron  list  was  BuhBtautially  changed  and 
that  it  was  considerably  advanced.  It  may  be  that  in  doing  that  we  had  a  few 
more  carload  ratings  than  we  had  previously  ba<l.  Itut  I  want  to  say  that  it  was 
not  for  the  purpose  of  h'^lping  any  jobbing  point  or  hurting  any  other  jobbing  |>oint 
or  with  any  sui-h  purpose.  We  did  uot  think  of  that  at  alt.  I  think  refereni  e  Is 
made  to  No.  21,  and  1  will  rcail  on  from  here  and  we  will  come  to  that  [reading 
further  trora  letter  to  John  D.  Hclunis] : 

"  Cliuti^calion  Aa.  37  ai  compared  irilk  claasijicalion  No.  S6. — The  flrst  changs  to  be 
noted  is  in  rule  1,  and  this  nierits  some  explanation." 

1  will  read  rule  1.  Rule  I  in  No.  26  reads  thU  way:  (Keadtng.)  "The  reduced 
rates  specified  in  this  cliisHili cation  are  'released'  rates  and  will  apply  only  when 
the  shipper  or  owner  executes  a  release  on  the  form  proscribed  by  the  several  car- 
riers. If  the  shippi'r  or  owner  fails  or  ralusBs  to  execute  a  release,  the  shipment 
will  be  accepted  and  transporlfld  at  carrier's  risk,  unrt  the  rate  will  be  30  per  cent 
higher  than  tbe  rates  specified  in  thisclassificatiou.  Where  the  property  is  cbar|>ed 
for  at  the  carrier's  riik  or  higher  rate  it  will  be  transported  at  t)ie  carrier's  liability, 
limiteil  only  as  provideil  by  ciimnion  law,  by  tbe  laws  of  the  United  Btatos,  and  of 
the  several  States,  in  Bo  far  as  they  apply." 

No.  27,  rule  1,  whii-h  is  in  substantial  conformity  to  tbe  rule  in  the  official  clasai- 
tlcatlon— if  there  is  any  difference,  it  is  simply  a  little  bit  more  favorable  to  the 
shipper,  not  much,  but  a  little— reads  tiiis  way:  "Tbe  reduced  rates  specified  in 
this  claasifi cation  will  apply  only  on  property  shipped  subject  to  the  conditions  of 
the  standard  bill  of  lading. 

"If  the  shipper  elects  not  tii  aeoept  the  said  reduced  rates  and  conditions,  he 
should  uotif;;  tbe  agent  of  the  receiving  carrier  in  writing  at  the  time  his  property 
is  offered  for  shipment,  and  if  he  does  not  give  such  notiee  it  will  be  understood  that 
he  desires  the  projierty  carried  subject  to  the  standanl  bill  of  lading  conditions,  in 
order  to  Keeure  the  reduced  rate  thereon.  Properly  carried  not  subject  to  the  con- 
ditions of  the  standard  bill  of  lading  will  be  at  the  carrier's  liiibility,  limited  only 
as  provided  by  common  law  and  by  the  laws  of  the  Uniled  States  and  of  tbe  several 
States,  in  su  far  as  they  apply.  Property  tlius  earried  wilt  he  cbarpfed  20  per  cent 
hlgber  (subject  to  a  minimum  inorea«e  of  1  efnt  ]>er  hundred  ponnils)  than  if  shipped 
eubjeet  (« the  ojmditions  of  tbe  standard  liill  of  lading." 

(Resnmes  reading  of  loiter  to  John  D.  Holnnls.) 
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"For  ^ean  put  there  has  been  a  deaire  in  this  territory  to  brine  about  Dnitormity 
in  the  lull  or  lading  used  bj  tbe  rarionB  carrinra  for  domentiu  Hhfpnientt.  At  varioos 
tinica  in  tbe  paal  special  committees  bave  beon  appointed  to  rleiil  nitli  the  subject, 
but  witboDi  dcSnite  resnlt.  For  some  13  yeam  past  tbe  lines  in  the  otnojal  clasaifi- 
cation  territory,  enibraoluK  tbe  largest  trafflc  ieotion  of  the  ooiintry,  have  used 
wbat  is  Icnown  as  tbe  '  Unilorm  bill  of  lading,'  and  it  baa  been  publisned  as  a  part 
of  tbx  official  classificatiun. 

"Sbortiv  after  the  organlzatiou  of  tbi!  Soutbern  claesiAcution  committee  it  was 
believed  t'hat  tbe  oommittee  furninhod  tbe  proper  machinery  to  carry  this  matter 
tbrougb  to  some  delinite  conclaaion,  especially  becantte  tlie  committee  covered  tbs 
entire  Southern  territory,  and  tbe  members  vrere  therefuru  understood  to  lie  familiar 
with  tbe  laiTB  and  le^al  requirements  in  the  various  States.  ^'Brly  iu  1899  a  special 
bill  of  laiiing  committee  of  G  lines  was,  therefore,  appointed.  That  special  ooin- 
niittee  held  a  2  days'  session  at  AabeviUe,  N.  C,  in  July,  1699,  and  sabmitted  a 
standard  form  of  bill  of  lading  and  shipping  order  to  the  various  lines  in  the  SoDtb- 
ern  territory.  We  are  glad  to  submit  bereivitb  (marked  '  Exhibit  A')  copioa  of  tbe 
forms  then  proposed  for  mitinl  rail  carriers  and  initial  water  carriem,  reHpectively. 
Negotiutiuns  and  correspondence  proceeded;  various  slight  moditications  wereprn- 
posed;  objections  to  some  of  the  provisions  were  advanced,  and  ttnally  anotlier 
meecing  of  the  special  bill  of  lading  committee  was  held  at  Xew  Yorlc  la  February 
last.  At  that  meeting  tbe  various  sugeestions  and  amendments  were  taken  up  and 
considered;  a  standard  form  of  bill  of^lading  was  Qnally  adopted;  it  was  approved 
by  the  standing  subcommittee,  and  al'terwants  by  tbe  various  individual  tines,  and 
was  finally  put  into  elTect  on  June  1,  1900.  We  take  pleasure  in  banding  yon  here- 
with (marked  'Exhibit  B')  copies  uf  tbe  forms  thus  ^idopted  for  initial  rail  carriera 
and  initial  watt-r  carriers,  respectively." 

I  will  send  to  the  commiBsion  tbe  exhibits  referred  to  here  and  also  tbe  stat«ment 
referred  to  in  a  previous  part  of  this  conimunicatiou  sbowine  tbe  increases  in  the 
prices,  as  between  years  1M97  and  moo,  of  many  of  the  principal  articles  used  in  the 
operation  of  railways  — materials,  iron  and  steel,  etc.     [Bosomes  readinp.] 

"This  bill  of  lading  conforms  eiiaentially  to  tbe  uuifom  bill  of  lading  muse  in  tha 
territory  north  of  the  Ohio  and  Potomao  rivers.  It  is  believed  to  embody  the  best 
features  of  that  bill,  with  some  additional  provisions  designed  to  fit  trauBportation 
by  wat«r  linen.  We  respectfully  ask  your  honorable  commission  to  K've  it  carefnl 
consider!) tiou  so  as  to  determine  for  yourselves  whether  or  not  there  lie  anything  In 
its  provisions  illegal,  nnfair,  or  onerous  to  the  shipper.  If  so,  the  classification  com- 
mittee will  welcome  and  carefully  conHider  any  criticism  or  comments  which  may  ht 
suboiitled  looking  to  iti  uioditlciitlan. 

"  We  now  beg  you  to  note  the  diftereuoe  between  rule  1  of  classification  No.  26  and 
rule  1  of  clasaiDcation  No.  27.  The  former  provided  that  thj  ratings  shown  In  the 
clasKitl  ration  were  re  Icasi'd  ratings,  and  that  if  the  shipper  declined  to  execute  release 
he  would  be  re<{uired  tii  pay  3D  per  cent  higher  thnu  tbo rating  specitied  In  the  classi- 
fication. The  present  rule  provides  that  if  the  sb^per  elects  to  not  accept  the  con- 
ditions of  the  standard  bill  of  lading  be  shall  give  uotioe  in  writing,  in  which  case 
be  will  Its  charged  ^  per  cent  higher  than  the  limited  liability  rating  as  shown  in 
tbe  clasaificatioD.  We  believe  you  will  aj^oe  with  uh  that  tbe  presout  rule,  as  com- 
pared with  lie  former  rule,  ought  not  to  meet  with  serious  objections  on  the  part  of 
the  shipping  public.  If  a  shipper  demands  that  bis  property  be  carried  subject  to 
common. law  liability,  be  haa  the  right  tn  do  so,  but  we  rbarge  tiiin  20  per  cent  higher 
than  the  regnlnr  rate  in  order  to  compensate  the  carrier  for  the  Increased  risk." 

Q.  (Hy  Mr.  Litchman.)  In  not  that  suscuptible  at  least  of  two  constructiona — 
first,  that  yon  make  use  of  that  fact  to  force  an  increase  of  rates  to  the  amonnt  of 
20  per  cent,  or  else  the  other  construction  that  In  lieu  of  that  tbe  shipper  has  got  to 
take  hi«  own  risk,  which  has  not  i).-en  the  custom  heretofore!— A.  Oh,  it  has  lieon 
the  custom  heretofore,  because  even  in  respect  to  these  1,71)0  articles  upon  which  the 
ratings  show  a  carrier's  risk  only,  as  a,  matter  uf  fad,  tbere  was  not  one  instance  in 
a  hundred  where  tb"  shipper  did  not  accept  the  rej-nlar  bill  of  lading  on  bis  prop- 
rrty  or  had  bis  own  bills  printed,  which  was  the  same  thing. 
-•Q.  line  it  ever  been  tested  in  court  whether  the  railroad  has  power  to  force  the 
shipper  to  ship  at  his  own  riskf — A.  We  do  not  force  him  to  ship  at  his  own  risk. 
We  give  him  very  clearly  a  published  optional  rate.  He  can  take  the  bill  of  lading 
rate,  which  is  100  per  cent,  or  he  can  demand  a  common-law  liability  bill  of  lading — 
a  plain  receipt,  with  iDStmctioDs  to  transport  and  deliver — and  he  pays  120  per  cent 
of  the  rate. 

Q.  t  understood  you  to  say  that  it  bad  been  the  custom  of  the  shipper  to  ship  at 
his  own  risk  until  yon  presented  these  two  options. ^A.  I  said  it  was  the  onstom 
even  on  those  1,700  articles  where  the  rate  was  all  carrier's  risk,  and  he  did  not 
demand  the  common. law  liability.  In  tbe  old  classifloation  there  were  1,700  articles 
upon  which  we  showed  only  one  rating,  and  that  a  carrier's  risk  rating,  so  that  if 
you  had  one  of  those  1,700  articles  to  ship  (and  many  of  thetu  were  very  important 


fi60  INDUSTRIAL   COMMISSION : — TRANSPORTATION. 

Articles  such  m  dr;  goods  and  other  thioge)  jaa  woald  have  had  a  right  to  go  to  the 
ageot  of  the  carrier  and  say,  "  I  want  a  common-law  liability  l>ill  of  lading.  I  want 
a  Teoeipt,  without  any  sort  uf  limitation,  with  no  conditions  at  all,  except  siicli  a* 
the  commun  law  and  the  statiitory  law  of  the  Tarions  States  niay  have  prescribed  oi 
filed," 

Q,  Was  there  any  extra  charse  for  itt — A.  None  at  all,     That  was  the  only  rating 


■long  in  the  nsuai  courae  of  busiueas  on  the  regular  bill  of  lading  of  the  company 
or  on  the  printed  bill  of  lading  that  many  of  the  large  honsea  got  np  for  themselvee 
in  book  form. 

tj.  Was  there  any  cliange  of  rat«  when  they  took  what  you  called  the  carrier's 
tiek  rating r — A,  No;  itwaaallone, 

Q.  Now,  when  you  made  the  change  to  the  new  olaaaiQcation  wu  there  an  addi- 
tion of  20  per  cent  on  account  of  that  carrier's  risk  bill  of  lading  I — A,  There  ia  the 
point.  Take  accouterments.  In  the  old  claulfication  we  ihowM  accoaterments  in 
the  oarrier'B  risk  colamn  at  Hi-st  class.  We  now  show  them  in  the  single  and  only 
column,  which  is  the  limited  liability  column  at  first  class.  So  that  even  under  the 
old  classification  if^on  had  ashipment  of  aooDuturments  and  demanded  aoommon  law 
llabilltv  bill  of  lading  yon  conid  have  gat  it  at  first  claas,  wberess  to-day  if  yon 
demand  it  the  rate  would  be  20  per  cent  nigher. 

Q.  Than  it  was  before)— A.  Higher  than  it  wac  before.  Now,  I  have  eatd  that 
was  technically  an  increase  un  the  l,60Oorl,T00items,  but  in  fact  itwaenot,  beoanse 
in  everyday  business  folly  9y  per  cent — 1  believe  I  am  safe  in  saying  that  99,B  nor 
cent — of  the  business  has  been  all  along  and  isnow  and  will  oontinne  to  be  bandied 
on  the  regular  bill  of  lading;. 

Q.  Now,  then,  that  being  the  ease,  would  your  association  have  adopted  a  sohed- 
nle  of  that  kind  If  lliey  ha<l  not  had  au  idea  themselves  that  your  liability,  whether 
there  vas  a  oarrier'a  liabillt,v  bill  of  lading  demanded  or  not,  came  under  the  com- 
mon lawl — A.  It  did  not  cut  anv  Ugare  at  all  in  the  matter. 

Q.  Then  why  was  it  adoptedt^A,  We  wanted  the  single-colnmn  plan  and  we 
wanted  tliat  to  be  a  limited- liability  plan.  We  wanted  this  eo  that  the  other  rating 
should  l>e  a  fixed  percentage  higher  to  cover  all,  rather  than  that  we  should  fix  the 
carrier's  risk  rating  and  tbnnsay  that  the  rate  on  which  99  per  cent  of  the  bnaineas 
woald  be  moved  would  be  a  percentage  less.  We  could  make  all  these  rutiiigs 
higher  than  tiiey  are  and  then  say  that  if  a  nhipper  accepted  the  bill  of  lading  of 
the  carrier  we  would  make  it  a  percentage  less. 

Q.  You  think  virtnallv  it  is  the  same  tbingf  A  man  wanta  to  be  nnre  that  bis 
goods  are  protected,  ana  you  would  compel  bim  to  pay  20  per  cent  for  itt — A.  Oh, 
no;  we  do  not  attempt  that.  We  do  not  say  that  his  goods  are  not  protected  if  he 
acoepts  onr.bill  of  lading.  We  claim  that  the  bill  of  lading  is  a  legal  document, 
that  there  is  nothing  unfair  or  illegal  or  burdensome  in  It, 

S.  Yon  have  two  bills  of  lading,  have  you  not,  one  of  which  is  a  carrier's  risk 
and  the  other  is  a  shipper's  risk  bilff — A.  We  are  sapposed  to  have,  bnt  in 
fact  we  have  bnt  one,  because  there  is  not  onetime  in  100  when  the  other  is  demanded. 
Q.  If  I  am  a  shipper  and  desire  to  have  my  Koods  thoroughly  protected,  I  have  to 
take  the  carrier's  bill  of  luling,  haven't  It— A.  Yes;  to  have  all  the  protection  of 

Q.  And  in  order  to  get  that  I  have  to  pay  20  per  cant  morel— A.  Yes. 

Q.  Yon  force  me  to  the  alternative  of  taking  the  risk  mynelf  or  paying  20  per  cent 
moiet— A.  Theoretically  we  do  and  technically  we  do,  but  in  everyday  bQSlnesa 
practice,  whether  bj  the  donble-colomn  plan  or  whether  we  mnko  it  20  per  oent  or 
30  per  cent  higher  than  the  other,  it  does  not  cut  any  figure  whatever, 

<J.  (By  Mr.  Fnitxips.]  In  esse  goods  carried  on  a  carrier's  risk  bill  of  lading  were 
loet  or  destroyed,  the  owner  could  not  recover! — A.  He  could  recover  nnleas  it  hap- 
pened from  one  of  the  exemptions  that  I  understand  the  common  law  gives  us. 
There  are  four,  I  believe — the  act  of  Godj  frand  on  the  part  of  the  shipper,  inherent 
defect  in  the  article,  or  inherent  vices  in  an  animal.  These  are  the  limitations,^! 
believe,  though  I  am  not  a  lawyer. 

Q.  If  shipped  at  the  carrier's  risk,  they  ooold  collect  for  any  other  damage  t — A.. 
Tes. 

<J.  What  is  the  difference  between  the  owner's  risk  and  the  carrier's  risk  t — A.  Am 
to  conditious  of  bill  of  lading! 

Q,  Yes. — A.  I  would  have  to  read  the  bill  of  lading  to  state  all  the  differenoee  Id 
oonditions. 

Q,  ,IaBt  in  a  general  way  I — A.  In  addition  to  these  limitations,  stating  it  briefly, 
the  bill  of  lading  limits  us  from  further  rlnli  by  reason  of  fire,  chaliug,  leakage,  and 
all  those  damages  incident  to  ordinary  transportation  which  are  not  the  fault  of  th« 
carrier.  The  carrier  pays  any  nnmb(<r  cif  ciniius  where  the  bill  uf  lading  would  pro- 
tect the  carrier  if  contested ;  but  if  the  claim  is  made  by  a  shipper  doing  bnsinesa 
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with  bin)  the  oaniu  p^y"  't.     If  yon  inqaire  amoag  bnslnDU  people,  you  will  find, 
I  veutnre  to  sar.  that  whenever  they  have  soiDelhing  broken  or  damaged  and  pat  iu 
a  paid,  although  the  bill  of  ladinK  might  let  the  catrier  ont  if 


taken  to  the  conrta. 

-  Q.  (by  Mr.  Siplby.)  In  makinf;  thia  change  that  yon  have  mentioned,  are  yon 
getting  into  line  with  the  policy  of  the  official  claBslGcation  oommitteet — A.  The 
oDiy  eonaideration  that  we  gave  the  official  clatiHilioation  in  this  revision  of  can 
wuB  simply  to  oompaie  it  us  we  went  along,  article  fur  article.  There  waa  no  dispo- 
aition  and  no  suggestion  to  model  ours  after  the  oiScial  or  after  the  Western,  eitner 
as  to  the  difference  between  carload  and  leM  than  carload  ratings,  or  the  number  of 
carload  ratings,  or  as  to  any  other  feature.  As  we  went  throngn  the  classili cation, 
item  by  item,  some  one  would  wutch  the  oHlcia!  and  another  the  Western,  and  we 
wonld  compare.  Bnttoeay  we  starteil  ont  with  the  idea  of  harmonizing  the  olaaeiS- 
eations  wonld  be  simplv  incorreot. 

Q.  Does  Yonr  action  in  thos  limiting  yoni  liability  bring  you  into  line  with  the 
offlciolt — A.  As  to  this  liability  question  T 

Q.  Yes. — A.  It  does.     I  thought  you  meant  the  ratings. 

Q.  What  would  you  have  done  in  this  change  of  llabltity  is  to  simply  bring  yonr 
Southern  clasBlH cation  into  Hue  with  the  etattnication  adopted  by  tlie  toads  north  of 
the  Ohio  Kivert— A.  Subiitantially.  There  are  some  little  differences,  but  I  do  not 
want  to  worry  the  commission  with  them  all.     It  is  snbstnntially  the  same. 

Q.  (By  Hr.  LiTCHMAH.)  You  have  never  had  any  cases  in  coort  to  test  the  voliditv 
of  yonr  two  forms  of  oontract,  have  youT— A.  There  haa  been  no  test  in  our  terri- 
tory. If  there  is  anything  illi'gal  in  onr  bill  of  lading,  we  want  to  find  it  out, 
Itecause  it  wonld  weaken  tiiii  whole  docnment. 

Q.  (By  Mr.  Fah()uiiak.)  I  would  like  to  ask  whether,  while  the  word  "force" 
has  been  nsed,  It  is  not  entirely  optional  with  tho  shipper  which  bill  of  lading  is  to 
be  used  T— A.  Entirety  so.     If  the  additional  risk  tu  the  carrier  in  the  shape  of  this 


carrier's  risk  rating  ia  worth  anything  at  all  it  is  worth  I'O  per  cent,  because  20  per 
cent  of  the  rate  mny  bo  a  very  insignificant  percentage  of^  the  value  of  the  goods. 
Therate  ttomhere  toAtlunCa,  lirst  cIush,  is  somethlu2  like  Jl.OT.     A  first  class  article 


of  high  value  Insured  tor  the  additional  20  per  cent  or  21.4  cents  per  100  pounds 
mi^ht  be  very  cheap  ineurance.  We  do  not  admit  that  20  per  cent  is  an  excessive 
dill'erence.  We  used  to  have  30  per  cent  and  in  some  cages  under  the  old  plan  it  tan 
np  to  280  per  cent. 

Q.  What  proportion  does  thiscftrrier'sriskpioperty  bear  to  the  whole  amount  car- 
ried T— A.  I  am  •nro  it  is  not  1  per  cent.  I  doubt  if  it  is  onc'half  of  1  per  cent.  I 
doubt  if  it  has  varied  one  one-hundreth  of  1  per  cent  aa  between  the  time  when  the 
old  olasstflcatiOQ  was  iu  effect  and  the  present. 

Q.  (By  Mr.  Litciimak.)  Substantially  the  only  difference  between  the  two  bills 
of  lading  is  that  under  the  carrier's  risk  all  sorts  of  risks  are  assumed  by  the  carrier, 
whereas  under  the  shipper's  risk  hill  of  lading  you  simply  aiwume  the  risk  of  injury 
caoeed  by  your  own  agents  f — A.  Under  the  carrier's  risk  we  assume  all  risk  except 
that  which  the  common  law  and  statntory  law  exempts  ns  from. 

Q.  Under  the  shipper's  risk  you  assume  only  the  results  of  your  own  negligence  t — 
A.  We  da  not  assttme  certain  specilied  rinks  unless  they  are  the  renult  of  uie  carrier's 
negligence.  We  do  not  admit  that  we  pnt  everything  on  the  shipper  accept  the 
resntts  of  onr  own  negligence. 

Mr.  PniLLiPS.  You  may  proceed  in  your  own  woy  now  to  present  the  facts. 

The  Witness.  We  come  now  to  the  reiil  c|ueBtion  of  complaint  on  the  partuf  the  ship- 
ping  public,  and  the  representative!!  of  the  shippiug  public,  respecting  the  general 
advance  we  made  in  our  clussification  nearly  a  jpar  ago— June,  1900.     (Keeling:) 

"We  now  come  to  the  cbangeH  in  tho  descriptions  and  rating  as  shown  iuolaesitica- 
tlon  No.  27.  For  reasoDH  already  stated,  it  would  be  impracticable  to  show  in  tabu* 
lated  form  the  exact  advances  made,  but  we  do  not  hesitate  to  say  that  the  nnmber 
does  not  exceed  400  or  &00,  as  compared  with  class!  Heat  ion  No.  26." 

1  think  the  commission  wit!  ttnd  that  the  last  annual  report  of  the  Interstate  Com- 
merce Commission  touches  npon  this  matter;  that  a  statement  showing  the  nnmber 
of  changes  was  prepared  by  the  auditor  of  the  Interstate  Commerce  Commission  and 
that  it  Miowed  5U0-odd  advances  and  IDO-odd  reductions.  I  merely  estimate  it  here 
as  400  or  600.  It  was  nothing  like  1,600  or  2,600  as  bos  been  staud  by  some  parties 
earnestly,  and  perhaps  honsHtly,  but  without  proper  information.  (Reading  further 
ftam  letter  to  ,lohn  D.  Molnnis:) 

"And  many  of  these  advances  have  been  made  on  unimportant  articles  of  ship- 
ment. In  revising  the  classification  the  committee  endeavored  to  be  oh  coDeist«nt 
as  possible,  and  it  will  be  fouud,  for  example,  that  all  dniggtsts'  articles,  in  boxes, 
have  been  made  first  clas^;  that  ^mnll  grocery  articles,  in  boxes,  have,  as  a  mie, 
been  made  second  class,  and  that  ordinary  hardware  and  iron  and  steel  articles,  in 
boxes,  have  likewise  been  made  second  oloss.  One  reason  for  this  was  to  prevent 
nnderbilling  of  drugs,  groceries,  and  hardware;  and  ii:  mny  he  in  order  to  state  at 
this  point,  and  we  stiy  it  with  regri;t,  that  the  uuderbilling  or  false  class  it)  cat  ion  of 
freight  in  Ibe  Sonthoru  territory  ueems  to  be  contiumilly  on  the  increase. 
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"  Bnt  in  the  statemeuts  which  hav«  b«en  enbiiiitted  at  diffeteat  tlm«8  in  beh&lf  of 
theBhippiDK  public,  thrnngb  the  press  and  othernise,  mentioa  eeeme  not  to  have  been 
niiulu  or  the  fact  that  no  advances  have  been  made  in  ratings  on  sncb  articles  as 
agricnUurnl  imptemunte;  fertilizers,  L.  0.  L.;  cotton  bngging  acd  ties,  green  frnit, 
muchlnery,  soap,  stoves  and  hollow  ware,  vegetablea,  vebicLes,  vinegar,  wooden  ware, 
and  other  iiaportant  articles  of  shipment.  Norwas  any  advance  made  in  the  ratings 
on  iron  am!  steel  articles,  as  compared  with  claHtiili cation  No.  26. 

"Of  toume  the  ClaasiGcation  Committee  does  not  pretend  to  lie  infallible.  As  the 
venerable  and  honorable  J.  H,  Rugan  well  and  t«rsel;  said  at  the  recent  Lookout 
Mountain  meeting,  the  making  of  a  freight  tarts'  or  a  freight  class  ideation  is  not  one 
of  the  exact  sciences.  Commercial  conditions  are  coostantly  changing;  an  article 
of  £u<cQry  to-day  may  become  an  article  of  common  nie  or  neceuity  one  year  henoe) 
local  indnstrios  are  multiplying  in  the  South;  new  discoveries  in  science  are  con- 
stantly working  changes  in  the  whole  character  of  the  cost  and  use  of  some  articles; 
competition  between  carriers  and  markets  and  product*  is  ever  incri'asiQg  and 
becouiiog  more  complex,  and  he  would  be  strangely  ont  of  tonch  with  the  tiuieii  who 
would  argne  or  contend  that  the  freight  dOKsili  coition  of  10  years  ago  would  fit  the 
traSlo  conditions  of  to-day,  or  that  the  freight  claasiU cation  LO  years  hem-e  will  not 
necessarily  differ  greatly  from  that  now  in  use. 

"  The  Clossitication  Committee,  however,  invitee  and  welcomes  all  iufonDation  or 
data  from  shippers  or  their  representatives  which  will  aid  the  committee  in  arriving 
at  a  fair  and  jiixt  conolusion.  At  prevlone  meetings  of  the  committee  various  repre- 
sentatives appeared  and  madeoral  statements  and  arguments  to  suBl-ain  anplicatious 
for  chauges  in  the  ratings;  and  for  our  next  meeting  UT  subjects  have  been  dock- 
eted, and  in  the  groat  m^onty  of  cases  this  bus  been  done  upon  direct  request  from 
shippers  who  have  urged  reodjustnu-nt  of  the  ratings.  Some  modi Heati one  have 
already  been  made,  as  witness  supplements  Kos.  1  and  2  to  olossification  No.  27, 
copies  of  which  we  beg  to  inclose  herewith.  Undoubtedly  some  olhur  modifica- 
tions will  be  made  at  our  approaching  meeting.  Our  contention  is,  and  we  make  it 
respcctlully,  that  all  these  questions  are  given  intelligent  and  conscientious  coniid- 
eration  by  the  committee;  anrl  thiit  while  we  sometiuies  err,  we  are  always  ready 
and  willing  to  nrnke  correction  upon  the  proper  showing.  It  is  self-evident  that 
it  is  not  to  the  interest  of  the  carriers  to  make  their  rates  exorbitant,  or  so  high  as 
to  unduly  limit  or  restrict  the  free  movement  of  traffic  over  their  variouB  lines. 

"  Uespectlully  submitted. 

"P.  J.  McOOVERN,  Chairman." 

Q.  (By  Mr.  RipLBT.)  Yon  have  not  spoken  of  the  matter  of  carload  lots.  Will  jroii 
.leak  of  that  topic  now!— A.  I  want  to  say  something  on  that.  The  Classification 
Jonuilttee  lias  not,  and  I  do  not  believe  any  classili cation  comniittee  ever  has,  pro- 
ceeded under  any  lixed  rule  with  reference  to  whether  an  article  ought  or  onglit  not 
to  take  a  carload  rating  or  whether  it  ought  to  be  20  per  cent  or  iiny  other  per  cent  leas 
than  the  less  than  carload  rating.  There  bus  beeo  no  thonght  on  the  pnrtof  oi 
mittee  to  increase  the  number  of  carload  ratings  or  to 
the  carload  and  le-<s  than  carload  rating.     The  only  ri 

is  that  onr  committee  bos  endeavored,  as  far  hh  piactiuHOie,  lo  iimii  me  numoer  oi 
carload  ratings  to  those  articles  which  are  naturally  or  ordinarily  moved  in  carload 
lots.  In  fact,  we  have  actually  a  comparatively  smaller  number  of  carload  ratings 
than  either  the  ofBcial  or  western  classification,  i  want  to  deny  most  positively  and 
emphatically  that  the  Southern  Classification  Committee  bos  gone  to  work  to  pre- 
vent Now  York  City  or  Chicago  or  any  other  long-haul  seaport  or  market  from  doing 
business  in  the  South,  by  increasing  the  number  of  carload  ratings,  so  as  to  bnild  op 
the  interior  southoru  jobber,  or  lor  any  other  purpose  whatsiiever. 

At  mure  than  one  ot'our  m^t^tings  we  have  hud  with  us  a  gentleman  from  Atlanta, 
Mr.  W.  E.  Newell.  He  is  not  only  a  jobber  of  faurdware  in  Atlanta,  but  be  is  chair-  ' 
man  of  the  Transportation  Committee  of  the  S^mchern  Hardware  Jobbers'  Associa- 


ffi 


-.  Newell  is  natumllj  looking  after  the  interests  of  bis  own  company  and 

__    jobbers  in  that  section,  and  naturally  he  would  like  to  have  a  carload 

rating  on  everything.     The  oomraission  will  understand  that  the  jobber  at  Atlsntn 


wants  as  low  a  carload  rating  or  rate  as  he  can  get.  Ho  wants  to  bring  bis  goods  ii 
there  in  large  lots  and  distribute  in  small  lots  at  a  total  charge  to  the  ultimate  des- 
tination which  will  at  least  approximate  the  through  rate.  1  will  illustrate  that. 
Suppose  New  York  is  the  uatnral  or  controlling  source  of  supply  for  a  given  com- 
mod^t.y.  and  ajobber  In  Atlanta  deals  in  that  commodity.  He  wants  to  get  ns  low  a 
oarloa'it  rate  as  possibtn  from  New  York  to  Atlanta,  and  then  he  wants  to  distribute 
it  at  a  less  than  carload  rate  from  Atlanta  to,  say,  Tallapoosa,  Ga.,  or  Anniston,  Ala., 
at  a  combined  total  cbsirge  which  will  approximate  what  the  New  York  jobber  ouuld 
send  the  less  than  carloBd  shipment  through  for.  That  is  the  whole  situation  of  the 
interior  jobber  in  our  or  any  other  territory.  He  wants  to  be  sble  to  bring  and 
resbip  at  a  total  charge  appro xi mating;  the  through  rate  on  the  some  quantity  as  he 
resbips  to  the  same  point  of  destination. 
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Q.  (By  Hr.  Phillips.)  Tben 70a  claim  tli«  railroad  can  notahip  the  short  djatanoe 
Id  Ibhs  than  carload  lotsat  a  proportiunatelylaas  rate  than  for  the  longer  distance  t — 
A-  1  say  that,  altliongh  that  ia  not  the  carload  qnestion.  All  rates  for  short  dia- 
tanoca  are  higher  per  niilct  than  for  longer  distances. 

(J.  They  want  it  at  the  same  rate  per  milef— A.  Xo;  they  do  not  ask  that.  They 
aak  that  the  carload  rate  frum  Xeir  York  to  Atlanta,  plus  the  leas  than  carload  rate 
fW)ni  Atlanta  to  Hetlin,  Ala.,  we  will  say,  will  at  least  approximate  the  throagh  iMa 
thau  carload  lute  from  New  York  to  Beflin  direct.  That  ia  what  every  interior  Job- 
ber wants,  and  the  far-off  jobber,  as  a  rule,  wantn  no  carload  ratiusH  at  all.  That  may 
be  slated  a»  the  case  of  the  New  York  Merchants' Anaociation  r.  The  Southeru  Hard- 
ware Jobbers'  AsHociatioo. 

Q.  (By  Mr.  Kb:4XKDY.)  Doea  he  not  strive  to  get  a  lower  rate!  For  instance,  we 
hail  testimony  bare  ahowiug  that  goods  can  bu  shipped  to  Cbii/a^o  from  New  York 
and  theii  reahipped  back  into  New  York  territory  for  lemi  than  they  could  be  sent 
from  New  York  to  the  intermediate  poiut  between  Now  York  and  Chicago.— ^A.  They 
want  BS  low  as  they  can  possiMy  n«t. 

Q.  Ih  that  practii^ed  in  your  Southern  territory  ;  that  you  may  ship  goods  from  New 
York  to  Atlanta  and  rcMbip  backward  200  miles  toward  .Vew  York  at  a  cheaper  Fate 
than  they  coald  be  seut  from  New  York  direct  to  tbat  destination T — A.  It  might  be 
poBsible  on  aome  articles;  but  I  do  deny  that  there  has  been  any  deliberate  intention 


ir  thought  on  the  piirt  of  the  committee  to  liring  about  such  a  condition  as  that. 
rbere  niHy  be  east's  where  there  is  a  special  carload  rate  from  New  York  to  Atlu  '~ 
which  will  enable  them  to  go  back  100  or  150  miles.     It  may  be  true,  bnt  I  donlit 


It  would  simply  show  a  wide  ditl'erence  between  the  carload  and  less  than  carload  rate. 

Q.  Du  instances  of  that  kind  cume  to  your  noticeT— A.  I  do  not  recull  any.  Take 
agricultural  implements.  In  carloads  they  are  eiith  class,  aubJKct  to  a  minimum  of 
S0,000  pounds.  Some  implements  in  small  lota  are  tlr^t  class  and  second  class,  along 
there.  So  you  can  see  if  yon  sbi|>  a  car  to  Atlanta  and  then  distribute  it  on  the  drat 
oraecond  class  rate  out,  yon  can  go  a  good  distance  before  you  reach  the  through 
flial  or  second  class  rate  to  tbat  linal  destination  fvoiii  Nuw  York. 

Q.  Do  you  aim  tn  arrage  your  clasBitir.utionf  so  tb>it  will  be  impossible  1^ A.  No; 
that  is  uot  really  considered.  We  simply  take  up  each  case  on  its  own  merits.  That 
fs  all  I  can  sav.  1  do  state  poaitively  that  it  is  not  the  policy  on  the  part  of  our 
committee.  an((  baa  uot  been  tbe  custom  or  thought  of  the  oommtttee,  to  keep  the 
through  shipper  from  doing  busiaass  in  the  small  places  in  the  8onth,  or  to  build  up 
thr  Interiiir  jobber,  or  Tice  versa. 

Our  committee  is  composed  of  42  lines.  That  includes  every  coastwise  steamship 
company  operatiiig  from  Bosten.  New  York,  Philodelphiu,  or  Ilaltimore  to  tbe  South 
Atlantic  ports.  'Thoae  are  the  lines  tliat  will  carry  tbe  biisiiiefls  for  the  New  York  or 
other  I^aetern  jobbers  to  our  section.  Thosf  lines  are  members  of  our  committee. 
Now,evidt!ntly,  if  the  CI  nasi  li  cation  t'ltmmittee  is  doing  any  I  hi  ng  to  prevent  their  mar- 
kets from  shipping  down  into  ourcouotrv  those  water  Hues  either  do  not,  know  their 
business  or  else  are  not  attending  to  it.  Tak^  tbe  ( )ld  Domiuiou  Line  I'rom  New  York  to 
Norfolk.  A  large  nart  of  its  entire  basioess  is  the  Hootii-bonnd  business  from  Now 
York  via  Norfolk  to  onr  territory.  If  you  were  to  wipe  out  that  business  you  would 
probably  wipe  out  the  Old  Domiuiou  Steanshin  Company.  Now,  that  lino  is  uot  only 
a  member  of  our  general  commi  ttea,  but  its  trallic  manager,  Mr.  Walker,  is  a  member  of 
ourworklngsubconimitteoof  15,  and  attends  nearly  everyone  of  the  meeting!.  It  will 
certainly  not  be  argued  by  any  triides  body  at  New  York  or  anywhere  else  that  tbe 
Old  Dominion  Company  has  deliberately  set  out  to  bring  about  its  own  destruction. 
If  the  committee  is  delilMjrately  trying  to  build  up  the  intei  ior  jobber  aud  ruin  the 
New  York  jobber's  business  in  tbat  territory,  then  it  is  dolilioratelv  going  about 
reducingthebuslneHSof  the  Old  Dominion  SteamshipCompaay;  andMr.Walkerdoes 
not  know  it  and  therefore  does  uot  know  bis  bnsiness.  Now,  I  do  not  think  that  la 
the  state  of  tbe  case. 

Q.  You  were  speaking  of  tbe  steamship  companies,  I  want  to  ask  you  a  question 
about  that.  Do  they  ship  at  very  muob  lower  rates  from  New  York  to  points  in  the 
Booth  reached  by  railroad  from  New  York  thau  the  railroads  ship  furt— A.  There  is 
a  tlxed  ditferential.  Take  New  York  to  Savannah,  the  rates  by  wiLter  are  very  much 
lower  than  all-rail  rates. 

Q,  Mr.  Langle^,  of  Now  York,  said  if  there  was  any  cbHaper  water  rates  they  did 
not  know  it,  which  would  leave  tbe  inference  that  the  railroadti  control  the  Bteam- 
abip  linea  and  prevent  tbem  carrying  cheaper  than  the  railroads  to  points  reached 
by  boat.— A.  1  Ibluk  he  must  have  meant  interior  points.     Mr.  Laugley  must  know 

at  tbe  rates  of  tbe  Ocean  Steamship  Co.,  for  example,  from  New  York  to  Savao- 

made  by  the  Ocean  Steamship  Co.    They  do  not  consult  anybody.    Thoae 

"    -       subject  to  tbe  jurisdiction  of  the  Traffic  Associatior-      " 


s. 


aidenibly  higher.  I  do  not  remember  bow  much.  Tbe  ^lU.rail  lines  put  in  rates  ai 
low  oe  they  care  to  go,  but  they  know  tbey  are  a  good  deal  higher  than  the  oceai 
rate*.    The  ocean  companlea  reduce  the  rates  withoot  consulting  anybody. 
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Q.  How  Is  it  with  the  Old  Domlnioa  CompaDj  shipping  to  Horf«lk1 — A.  It  is  the 
same  waj. 

Q.  They  ship  moch  cheaper  than  could  be  shipped  by  rail  from  New  York  t — A.  I 
■hoDld  jadge  so.  I  da  not  know  how  much  cheaper.  I  take  it  for  grantod  the  raU 
Hdob  can  not  meet  the  Old  Dominion  rates  from  New  York  to  Norfolk. 

Q.  (By  Mr.  Kiplry.)  la  it  not  a  fact  that  a  large  amount  of  the  stock  of  the  Old 
Dominion  Company  isowned  by  tberailrotulst — A.  I  iinderstandthat  tobe  the  case. 
The  Old  Oominion  Bteamship  Company  is  a  trnnk  line  between  Kew  York  and  Nor- 
folk. It  bandies  bnainoss  for  every  rail  line  leading  from  Norfolk,  and  I  can  nndeT' 
stand  IbaC  it  would  be  the  most  natural  thing  in  the  world  that  each  rail  line  shonld 
want  to  have  an  interest  in  the  boat  line. 

Q.  (ByHr.  Farquhar.)  Who  makes  thedlffeTentiall— A.  If  yon  mean  to  interior 
points,  it  bas  been  tiied  by  agreement  from  time  to  time. 

Q.  Are  the  coastwise  lines  a  part  of  yoar  oommission  to  make  tbia  differential  t — 
A.  They  are  a  part  of  the  TrafDo  Association  that  make.«  these  differentials.  That 
differential  qaeHtion  is  really  older  than  the  as-ioeiation  itself.  The  preaent  differen- 
tial  begins  at  13  cents  on  firat^olau.  It  at  one  time  was  only  6  or  8  cents.  It  has 
been  bronght  about  Just  as  anything  else  of  that  kind  would  be  brought  about — by 
arbitration.  Sometimes  they  go  to  war,  and  when  they  get  through  the  matter  settles 
itself  J  nat  about  as  the  arbitrators  would  have  settled  it.  If  the  Pen  nay  It  an  ia  Kail- 
road,  for  inatance,  and  the  other  rail  lines  to  those  porta  had  their  say  there  would 
be  DO  diffenntial.  The  Ooean  Steamship  Company  may  say,  "  We  ought  to  have  30 
cents  differential;  we  ought  to  have  all  the  business;  it  is  all  the  buainees  we  can 
expect  to  get  much  of."  Tne  other  fellow  says,  "Yon  are  not  entitled  to  any  dif- 
ferential ;  yon  make  about  as  good  time  a.1  we  do ;  yon  onght  not  to  have  any  differ- 
ential."   But  they  comprnmis",  say,  on  12  cents. 

Q.  Have  yon  any  idea  whether  the  trunk  llneii  of  the  Sooth  do  not  oontlol  the 
eoastwiBc  commerce  by  controlling  the  stock  of  the  coastwise  linesf^A.  I  under- 
stand that  the  rail  lines,  operating  from  Norfolk  and  those  other  ports,  do  own  a 
large  portion  of  the  atock  of  some  of  those  coastwise  steamship  lines.  Take  the 
Ocean  Steamship  Compaoy.  It  in  coalrnlled  by  praotically  the  same  Intereata  aa  the 
Central  of  Georgia  Kailroail:  and  the  Cimapenke  Steamahlp  Line  &om  Baltimore  is 
practioully  tbo  same  an  the  Southern  Railway.  The  Baltimore  Steam  Packet  Com- 
pany i«  contrulteil  by  practically  the  same  interests  as  tbe  Seaboard  Air  Line.    ""    ~  ~ 

-     -         -     -^-  B  of  tl    .....-,,  .  .        .   ,. 


Clyde  Philadelphia  Line,  tbo  Old  Dominion  Line,  and  tbe  Merchants  and  Miners' 
flxtm  Boston,  ail  operating  to  the  Virginia  ports,  Norfolk,  etc.  They  are  all  trunk 
lines.    I  can  nnderstand  why  the  rail  unes  leading  from  Norfolk  might  want  to  have 


e  management  of  these  trnnk  steamship  lines,  so  as  to  see  that  they  i(et 
a  fair  ahare  of  the  business  brought  to  Norfolk,  aside  fconi  the  fact  as  to  whether 
they  are  profitable  or  unprofitable  in  their  operation.  From  eood  traffic  reasons  it 
aeema  to  me  they  would  want  to  have  an  interest,  and  I  believe  they  do  largely 
control  through  stock  ownersbtp. 

Q.  Since  you  have  gone  into  both  tbe  transportation  and  traffic  arrangements, 
have  you  found  any  friction  at  all  with  the  ooaatwise  lines  and  the  rest' — A.  There 
ie  just  the  same  competition  and  Motion  between  them  as  between  the  different  rail 

Q.  Is  it  the  policy  of  the  large  trunk  lines  of  the  East  reaching  Into  Soathem 
territory— Mobile,  New  Orleans,  Atlanta— where  it  is  part  rail  and  part  water,  to 
take  shipments  by  all  rail  if  they  posaibly  can  T—A.  They  try  tobe  neutraL  Take 
a  line  leading  to  Norfolk,  like  the  Atlantic  Coast  Line.  Tbe  Old  Dominion  and  tbe 
Pennsylvania  ure  both  connections  at  Norfolk,  as  is  also  the  Herahanta  and  Minen'. 
There  i»  a  Iriendly  interchange  of  business. 

Q.  Substantially  tbe  same  as  on  the  lakes,  where  the  trunk  Itnea  own  their  own 
boateT— A,  Yes. 

Q.  (By  Mr.  Ripley.)  While  on  that  subject,  yon  might  make  a  statement  regard- 
ing tbe  extent  of  this  differential.  Some  porta  have  a  differential  between  all.nm 
and  water.  Is  that  true  between  Norfolk  and  Kichmond,  for  instance  f — A.  Yon 
mean  that  New  York  to  Richmond  is  higher  than  New  York  to  Norfolkl 

Q.  No;  I  mean  the  rate  irom  New  York  to  Norfolk  is  the  same  whether  by  water 
or  by  rail,  whereas  Richmond  has  a  differential,  and  Richmond  complains  that  she 
is  not  on  tbe  same  basis.- A.  I  did  not  know  that;  hut  I  should  judge  it  is  this  way, 
that  the  Old  Dominion  Company  has  such  good  aervlce  from  I^w  York  to  Norfolk 
that  it  can  get  ite  sbare  of  the  business  at  equal  rates ;  or  possibly  tbe  Pennsylvania 
Railroad,  with  its  own  line,  says,  "  We  do  not  propose  to  give  any  differential,  and 
wo  do  not  propose  to  arbitrate,  and  if  you  want  to  go  to  war  go  to  war."  Yon  say 
the  all-rail  rate  is  not  higher  than  the  rail-and-watert    I  do  not  know  why  that  is. 

Q.  1  was  so  informed,  and  that  Richmond  complains  that  she  is  not  put  on  a  com- 
petitive basis  with  Norfolk  for  that  reason. — A.  I  do  not  think  she  ie  entitled  to  tbe 
same  rates  from  the  East  as  Norfolk.     It  is  farther  Inland,  yon  know. 
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Q.  (Bj  Mr.  pHiLUPs.)  Would  she  not  be  all  rail  t— A.  1  ehoald  say  by  rail  tbere 
■honld  Qot  be  mocb  difference  between  all  rail  from  New  York  to  Rlobmond,  and  nil  ' 

rail  to  Norfolk. 

Q.  (By  Mr.  Riplry.)  Coming  back  lo  the  topic  we  were  digcnMitiK  before,  car- 
load and  less  than  carload  lota,  I  wonld  like  to  aak  again  whether  hi  cbongioK  tbe 
nnmber  of  carload  lots  you  are  comiDg  Into  line  with  the  policy  of  the  offloiafand 
weatem  olaasifi  cation  it  or  notf — A.  Not  at  all.  In  the  first  place,  we  hare  not  miule 
mknT  increaaea  in  the  nnmber  of  carload  ratinga.  I  conld  not  aay  whether  it  is  8  or 
4&or32,  thoQftb  lam  aure  il  is  not  50  since  the  committee  was  organized,  and  if  in 
doing  that  we  are  getting  an;  closer  to  the  condition  of  things  in  the  western  or 
tbe  ofBcial  territorj  It  is  merely  a  coincidence.  It  is  not  tbe  result  of  any  belief 
that  thein  is  a  better  syHtem  of  tatings  than  oars,  nor  to  increase  the  advantage  of 
the  carload  shipper.  If  that  were  uur  intention,  or  it  were  believed  to  be  a  better 
thing  by  the  tomniittee,  we  would  have  ({one  ahead  and  increaaed  tbe  aombei  and 
be  done  with  it. 

Q.  The  point  I  wish  to  make  ii  this,  whether  you  are  getting  into  line  with  the 
official  in  various  ways,  so  that  at  some  time  there  may  be  a  prospect  of  anifotm 
treatment  of  shippers  all  over  the  oonntry  in  respect  to  the  dinttnotion  between  car- 
load and  less  than  carload  lots}— A.  It  may  be  we  are  drifting  closer  together,  1  do 
not  think  it  could  be  said  we  are  getting  wider  apart ;  but  there  is  no  systeniatio 
effort,  so  far  as  1  know,  on  the  part  of  any  one  of  the  three  classification  committeea 
to  get  closer  together. 

I^w,  as  I  stated,  In  making  onr  general  revision  some  time  ago  we  did  watoh  the 
official  and  the  Westem  as  we  went  along,  and  on  light  articles  especially  I  believe 
it  wonld  be  foand  there  is  mora  uniformity  than  5  years  ago.  I  may  leave  here 
to-morrow  to  attend  a  meeting  of  tbe  official  oUasificatlon  committee,  a  special 
meeting  to  consider  carload  niinimum  ntee.  In  tbe  letter  I  wrote  Chairman  Oill 
before  I  left  home,  I  said  1  thought  that  with  respect  to  the  qnestiou  of  mlnimnm 
oarldud  rates  all  tbree  claHsificationa  mi);ht  be  bronght  into  closer  harmony,  l>eoHnBe 
the  conditions  are  probably  the  same  everywhere  in  tbe  country.  If  12,000  pounds 
ia  »  proper  minimum  carload  weight  in  ooe  part  of  tbe  conntry,  then  it  should  b«  a 
proper  minimum  all  over  the  country  on  tbe  same  article. 

Q.  Will  you  explain  what  is  the  basis  on  which  you  introduce  a  carload  ratef — 
A.  It  simply  comes  up  in  tbe  ordinary  course  of  busiuesa.  We  bave  a oertatn  article 
which  is,  we  will  Hay,  fourth  class.  Tbe  manulactarer  or  Jobber,  usually  in  the 
North  or  outside  of  the  territory,  says:  You  charge  fonrth  class  any  quantity.  That 
is  not  fair.  We  could  increase  our  business  down  South  greatly  if  we  could  coma 
in  there  on  lower  rates  on  carload  lots.  Unless  the  matter  nas  already  been  constd- 
ered  and  declined  by  the  committee,  1  almost  invariably  tell  the  applicant  that  I 
will  list  the  subject  for  our  next  meeting  or  put  it  on  what  we  call  the  docket.  The 
attention  of  tbe  committee  is  called  to  Uie  application  and  we  furnish  any  informa- 
tion we  can,  and  tbe  oomniittee  take*  It  np  and  considers  it.  The  committee  may 
tbinh  it  is  not  an  article  upon  wblob  it  Is  proper  to  make  a  carload  rating  or  that 
there  is  no  necessity  for  It. 

Q.  What  determinest — A.  Judgment  and  experience.  We  have  no  rule.  It  is  just 
a  business  matter.  The  carriers  may  sav  that  the  article  i«  not  a  carload  commodity ; 
that  i(  does  not  usually  move  in  carloads,  or  that,  even  if  it  is  a  carload  commodity, 
there  is  no  good  reason  fnr  tbe  reduction  of  their  revenue.  We  may  not  believe  that 
the  making  of  a  carload  rate  will  increase  the  bnsinees  euongh  to  compensate  ns  for 
the  reduction  in  revenue,  and  ws  decline  to  do  it. 

Q.  Just  there  we  might  rai^e  the  question  as  to  whether  a  decision  upon  a  bnsi- 
neaa  matter  of  that  kind  ought  really  to  be  made  entirely  by  one  party  to  tbe  con- 
tract; in  other  words,  whether  some  constltnted  authority — we  will  say  the  Interstate 
'  Commerce  Commissi  on  ~«nght  not  to  have  Jurisdiction,  or  whether  tbe  Hhippeni  ought 
not  to  be  represented  in  some  way.  The  complaint  is  made  by  the  sbippera  tnat 
decisions  in  these  matters  are  based  not  on  any  rule  but  on  what  yon  call  Judgment ; 
that  these  decieioDs  are  made  by  one  party  concerned  without  any  right  or  poweron 
Iho  part  of  the  other.— A.  That  is  a  pretty  bl^  question.  My  own  idea  of  that  is  that 
tlie  carriers  onght  to  be  allowed  to  make  their  own  rates.  Those  rates  must  he  rea- 
sonable in  and  of  themselves.  If  tbe  shipper  does  not  feel  that  be  has  been  fairly 
treated  he  ongbt  to  appeal  to  the  conrtn,  and  tbe  carriers  as  taxpayers  onght  to  aid 
or  assist  through  the  mtdium  of  Btate  commissions  or  through  tbe  medium  of  the 
Interstate  Commerce  Commission  by  paying  part  of  the  expense  of  that  suit.  That 
is  as  far  as  I  go.  I  do  not  believe  it  is  a  part  of  the  business  or  function  of  the  Gov- 
ernment to  fix  rates.  This  is  deep  down  in  me.  I  have  been  with  this  thing  for  a 
good  many  years,  and  that  is  m;  deliberate  opinion.  Tbe  seller  Gxes  his  price.  The 
seller  is  the  carrier.  If  it  is  a  yard  of  dry  goods  there  ia  no  recnnrse.  In  tbe  cose  of 
a  common  carrier  there  is  a  recourse  becaiiae  of  the  peculiar  business  or  fnuctiona  of 
tbe  commoD  carrier.  It  has  been  pretty  well  settled  that  tbe  rat«  miist  be  .iust  and 
reasonable,  and  that  tbe  courts  have  authority  and  power  to  determine  whether  oc 
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not  it  i»  jiiat  and  reasooable.  The  sbiiiper  should  not  be  put  to  thn  sole  expense  of 
having  it  iluterniined  for  him  aa  to  whether  he  is  being  treated  fairly  or  not.  I  sny 
every  private  or  oorporato  citizen  (including  the  Tsilroads)  ought  to  Aid  in  maintain- 
ing a  tribiiua)  which  wonld  relieve  the  shipper  of  the  burden  and  cost  of  having  that 
cane  determined  for  him  Ab  a  citizen  T  am  willing  to  chip  in  my  share  of  that  cost, 
bnt  I  do  not  believe  it  ought  to  be  in  the  power  of  the  Government  to  fix  rates.  1  can 
not  in  my  own  minil  disassociate  or  clearly  distingaish  between  the  power  to  make 
rates  anil  the  power  to  make  property  unproGtable. 

Q.  (By  Mr.  Phillips.)  Do  you  believe  the  Stite  has  not  the  ri^ht  to  fix  the  rate 
of  travel  per  mite  as  well  as  freight  ratesf — A.  That  is  1117  beliof,  that  the  State 
ought  not  to  have  power  to  tix  rates  for  the  transportntiou  of  people  or  articles. 

Q.  <By  Mr.A.L.HAKm8.)  The  States  do  fijt  tlienil— A.  They  do, 

Q.  :By  Mr.  Litchman.)  Why  do  yon  take  that  positionT— A.  I  do  it  because  1 
believe  that  capital  invested  in  the  railroad  business  ouKbt  to  have  tbe  same  free 
■win);  nnil  latitude  aa  capital  invented  in  any  other  kind  of  bnsiiieSB,  excejit  that 
the  earlier  ought  to  be  made  to  fix  ite  rates  at  fair  and-  reaaonablo  figures,  tu  l>e 
determined  by  the  coarts  if  disputed. 

Q.  Do  yuQ  not  support  State  control  when  you  take  that  positionf — A.  'So;  I 
tliink  there  is  a  distinction  betwern  saying  that  tlio  Stiite  can  fix  the  rates  and  say- 
ing that  the  courts  can  determine  wbettier  or  not  the  rate  is  fair  and  reasonable. 

Q.  You  take  into  ronsideratioo  that  the  existence  of  the  railroad  aa  a  public  car- 
rier is  dne  t»  spt'eiHl  privilegesf — A.  I  understand  that. 

Q.  Under  tbespetial  privilege,  should  not  the  State  step  in  to  protect  its  people? — 
A.  Does  that  m«an  fixing  the  ratesT 

Q.  Yes.— A.  As  1  said,  owing  to  the  peculiarbusinessofrailroade,  owing  to  the  close 
influence  that  their  rates  of  transportation  may  have  on  the  making  or  nunisking 
of  bnsiiiehs,  and  owing  to  the  fact  that  they  are  given  certain  privileges,  the  tight 
of  eminent  donintn.nna  so  un— owioK  to  all  these  tbingB,  they  are  Bomewhut  difi^ereut 
from  sellers  of  ordinary  merchandise.  They  sell  their  services  to  tbe  public.  If  yon 
go  to  buy  an  articlo  tbe  price  in  fixed  by  the  seller.  Yon  have  no  recourse  unless 
you  can  go  souiewheru  else  and  buy  it.  1  do  not  thioh  it  would  be  right  to  have 
railroad  rates  exactly  on  that  basis. 

(j.  But  wbeu  yon  go  to  the  railroad  to  bny  transportation  you  have  nowhere  else 
to  go. — A.  Vou  may  or  you  may  not.  1  am  willing  to  concede  the  dilTerence  between 
tbrm  and  the  seller  of  a  5'ard  ol*  dry  goods,  from  whose  price  there  is  no  appeal.  I 
coac«de  that,  bei-'iiuse  of  the  difference  in  the  nature  of  their  business,  the  price  for 
trail sportntion  must  be  fair  and  reasonable  in  and  of  itself.  1  say  further,  if  the 
shipper  feels  he  is  not  getting  that  kind  of  rate,  that  he  is  not  being  treated  fairly 
and  reasonably,  hu  ought  to  go  t»  the  courts  and  be  ought  not  to  be  compelled  to 
give  tip  his  business  anil  go  to  the  expense  of  employing  iin  attorney  and  making  a 
test  on  his  own  hook.  I  aiu  witling  to  contribute  to  the  muiutenaurc  of  a  railroad 
commissiun  in  the  State  or  an  interstate  commission,  whose  duty  it  shall  be  to  take 
that  case  np  and  handle  it  for  him  through  the  courts.  But  I  do,  Me  a  great  and 
clear  distinction  between  that  nnd  that  the  State  shall  make  tbe  rates. 

y.  (By  Mr.  Phillips.)  Ought  he  not  be  hoard  before  appealing  to  the  courtef — 
A.  That  is  another  point,  auppose  the  carriers  do  say  that  liiey  will  make  no 
important  chnn|,'es  before  consulting  the  other  fellow.  How  will  they  gn  about  it! 
We  have  shown  clearly  that  the  interest  of  the  Merchants'  .\anoeiation  of  Kew  York 
may  not  be  tbe  same  as  the  Southern  Hardware  .lohbers'  Association.  We  wonld 
have  to  advertise  that  there  would  be  a  public  hearing  aa  to  whether  or  not  we 
should  change  tbe  ulasaifi cation  on  certain  articles.  And  when  everybody  got  there 
they  woulil  not  be  able  to  agree  among  themselves.  It  is  a  historical  fact  that  a 
good  iminy  years  ago  committees  from  Atlanta  and  Athena  and  Macon  and  various 
other  commercial  centers  attsiidod  a  meeting  of  the  old  Sonthern  Hallway  and 
Steamship  Association,  to  urge  a  more  favorable  adjustment  of  freights.  Sol  Haaa, 
who  was  at  that  time  traffic  manager  of  the  Carolina  roads,  said,  "  Oentlemen,  yon 
go  off  and  agree  among  youroelvea  aa  to  your  relative  aitjustment;  how  much  higher 
or  lower  one  point  shall  be  than  another.  We  will  adopt  your  figures.  We  will 
not  reduce  onr  rates,  liut  if  you  can  agree  bowmtich  higher  or  lower  one  point  shall 
be  than  another,  we  will  accept  tbat.''  There  were  delegations  there  from  all  these 
towns,  and  the  question  was  on  rates  on  corn,  flour,  meat,  etc.,  from  tbe  West. 
They  went  olf  and  had  a  meeting,  but  they  could  not  agree  nt  all. 

This  suggestion  that  the  piiblio  ought  to  bo  called  in  to  our  deliberations  in  advance 
of  a  change  would  not  apply  to  reductions.  I  do  not  auppose  anybody  would  object 
if  wo  wore  going  to  reduce,  and  the  history  of  rates  in  this  ccmutry  is  a  history  of 
reductions.  The  only  substantial  advance  that  has  ever  been  made  at  one  time  in 
the  South  was  this  class iti cation  27,  and  I  believe  if  we  had  known  what  was  coming 
we  wonld  not  have  made  thot.  There  has  bi'i'n  not  only  toe  evidonoe  submitted  to 
the  commisHiou  here,  but  floods  of  corraspoii deuce  and  oral  heatings  and  all.  We 
thought  there  was  going  to  be  some  complaint,  bnt  not  that  there  was  (oiug  to  be 
so  much.  i,C"itKwlc 


:-£ 
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Q.  (By  Hr.  LiTCHMAN.)  How  far  would  fon  atrengtben  tbe  powers  nf  tbo  Tnter- 
BtateCommerr^eCniuuiiMion  in  that  direction!— A.  I  donot  tbink  it  ongbt  tn  go  any 
further  than  I  have  stated. 

Q.  Would  von  baveaconrtof  appeals  that  wuold  expedite  a  decision  of  the  oMMt — 
A.  I  tbink  the  inattor  is  xettinc  so  enormona  that  there  ought  to  b«  an  kuiiliary 
■upretne  conrt  or  something  of  that  sort,  some  court  of  eqnal  and  conclusiTe  powers 
to  handle  just  tbe.->e  railroad  questions — these  ditreienc  en  between  the  carriers  and 
the  public;  and  that  the  Interstate  Commerce  Cunimission  should  first  review  these 
cases  and,  as  it  does  in  many  cases  now,  advise  the  complaining  shipper  whether 
there  ore  any  good  grounds  for  the  complaint.  If  it  felt  there  wore  grounds  jnstifj. 
Ing  further  procedure  in  the  matter,  it  BhouM  tell  the  shipper,  "  We  will  handle  this 
fur  you  aud  call  upon  you  at  the  proper  time  for  yonr  testimony."  1  am  willing  a« 
acitisien  to  contribute  my  share,  whatever  it  msy  be,  to  the  maintenance  of  that  sort 
of  a  tribunal. 

Q.  {Hy  Mr.  Pmi.upfl.)  Would  you  have  thiit  nntionaLf— A.  I  would  be  willing  to 
have  it  both  State  and  interstate. 

CJ.  (By  Mr.  A.  L  Harris.)  Vou  would  have  two  courts  of  last  resort  in  the  coun- 
try 1~A.  What  I  mean  is  this,  that,  as  a  railroad  trafflo  official,  I  am  not  willing  that 
the  InterstutA  Commerce  CoinmisBion  shall  fix  or  have  the  flnbl  authority  to  fix 
all  interstate  rates.  I  would  be  willing  that  an  aiiiiiliary  supreme  court  or  Home 
■imilar  tribunal  should  have  the  power  to  linally  determine  tbe  question  brought  up 
as  a  legal  (|nestion  bj  the  Interstate  Conimeroe  Commission.     If  a  man  feels  that  he 

. .  _...:__  ^1.^  right  kind  of  a  freight  mte  he  must  carry  thatqueation  now 

urtB  to  the  Supreme  Conrt  of  tbe  United  States. 
u  would  avoid  tbe  long  delay  in  some  way  before  the  case  is  decided  I^A. 
Yes,  yes;  if  a  rate  is  unbir,  then  itongbt  to  be  detenu liied.  If  it  is  unfair,  the  ship- 
per is  being  nnfairly  treated,  and  that  ou^bt  to  1>e  fouud  out  and  corrected  as  soon 
as  practic»ble,  becanse  it  is  possible  that  tbe  shipper's  business  is  being  destroyed 
wliiluthat  ie  going  on.  Such  a  case  ia  possible.  Rut  I  am  not  williog  to  say,  nor  do 
I  believe  it  right,  that  the  railroad  commissions  in  the  several  Slates  or  the  Inter- 
stats  Commerce  Coinmission  ought  to  have  tbe  power  to  fix  the  rate  on  that  article 
before  or  alter  a  compUint. 

Q,  Yon  are  aware  of  the  8  years  that  expired  between  the  time  of  bringing  the 
complaint  before  tlie  Interstate  Cuiunierce  Commissioii  and  tbe  iinal  settlemeut  by 
tbe  Siiprcmu  Court  o(  the  Chattanooga  casef— A.  Of  the  Chattanooga  caeeT 

Q.  'By  Mr.  Fariiuhar.)  Do  vou  not  tbink,  and  would  not  every  railroad  man  in 
tbe  whole  country  think,  that  there  uugbt  to  be  some  legal  measures  to  bring  a  ease 
foi  fiunl  decision  in  the  iippellate  court  before  H  years,  when  the  decision  is  as  to  the 
principle  involved  In  the  long  and  short  haul  clause,  as  it  was  in  that  Chattanooga 
aud  Xasbville  casef — A.  Why,  it  seems  to  Die  that  it  ought  not  to  take  )t  years  to 
decide  that  qnestion. 

14.  Wouldn't  you  think,  oousidering  that  the  ease  come  Into  court  properly  and 
that  it  was  8  years  before  it  reached  the  appellate  jurisdiction  of  the  United  (States, 
that  it  wasafarcef— A.  If  a  certain  rate  is  unfair  to  a  uiau  and  consequently  iujua- 
ticeis  being  doiiehim,  it  is  not  right  that  he  should  beheld  up  and  that  theinjnstloe 
should  continue  in  force  until  a  constituted  body  like  the  State  rnilroad  coinmis.'iion 
of  (ieorgia  or  the  Interstate  Commerce  Commission  here  could  get  that  to  a  Iinal 
decision  in  the  Supreme  Court  of  tbe  United  Slates.  When  you  ask  me  whether  It 
is  unfair  or  a  farce  that  it  should  roqaire  X  years  to  settle  this  or  any  other  matter, 
I  do  not  know.  1  do  not  know  the  causes  of  tbe  delay,  or  if  there  was  a  delay.  It 
seems  to  me  It  ought  not  to  roi|uire  8  yeara. 

Q.  (By  Mr.  A.  L.  HARnid.)  Suppose  a  complaint  is  Hied  before  the  Interetato  Com- 
merce Commission,  as  now  constituted,  thai  a  certain  rate  is  unreasonable,  and  it 
takes  4  or  6  or  8  years  to  deride  it.  Would  not  many  changes  oomo  upon  freight 
rates  before  the  case  were  decidedT — A.  Ob,  they  might. 

Q.  And  the  complainant  lose  all  interest  in  the  uiattfirl— A.  Oh,  he  might.  The 
road  mii;ht  voluntarily  reiiuce  rates  lielow  the  rate  asked  for  by  the  complainant 
originally. 

Q,  You  think  that  there  should  be  some  more  speedv  action  in  some  wayf— A.  It 
BeeniB  to  me  so;  but  bear  in  mind  I  couple  with  that  tfie  strung  conviction  that  the 
State  ought  not  to  have  the  power  to  lix  that  rate  per  se,  and  I  say  that  as  a  eitizen 
as  well  as  a  traltic  man.  I  have  been  in  touch  with  this  sabject  a  good  many  years 
and  I  do  not  believe  that  the  State  ought  to  lii  the  rates. 

Q.  You  do  not  feel  that  it  is  even  pmctical,  then,  after  the  railroad  has  Hxed  a 
rate,  for  tlie  InterHtate  Commerce  Coroniission  or  any  body  like  tbe  Interstate  Com- 
merce Com  miax  ion  to  have  the  right  of  approval  t— A.  Well,  it  would  have  the  right 
of  approval  in  this  way,  that  every  rate  Is  supposed  to  bo  all  right.  It  seems  to  me 
that  it  ia  understood  lo  he  all  right  until  it  la  complained  of. 

Q.  But  you  would  not  submit  it  to  tbe  Interstate  Commerce  Commission  Id  the 
first  iastance  for  its  approval! — A.  I  do  not  tbink  the  carriers  ought  to  tie  required 
to  do  (bat  by  law,  or  ought  to  be  expected  to  do  that. 
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3.  Thftt  ia  parti;  owing  to  the  &ct,  la  it,  tliat  rates  are  ohsngiiiK  IroDi  time  to  timo 
the  roadi  conld  not  raise  oi  lower  the  rates  without  coDsnlting  the  Interstate 
CommeTce  Commission  I — A..  Why,  I  think  the  oarriers  on^rht  to  be  allowed  to  go 
ftlong  Id  their  regular  busineas  and  make  the  rates  from  time  to  time  aud  from  da;  to 
day  atid  flle  them  with  the  oorumisaion.  If  the  approval  of  the  ROmmissiou  beneoea- 
aary  before  a  rate  can  be  put  in  force,  does  not  that  carry  oeoeeaarily  with  it  the 
idea  that  the  commisaion  makes  the  ratef 

It  could  contiuue  to  withhold  approval  antil  the  rate  reached  a  Ggare,  higher  or 
lower,  that  it  couLd  approve.  Would  not  that  be  Oxing  the  ratef  Onr  country  has 
gone  alonggrowing  and  developing;  the  railniada  have  gone  along  with  tbat  growth 
and  development,  and  it  haa  been  done  in  the  way  we  are  doinj;  now,  the  traffic 
ofGcials  making  the  rates  and  pnbliabing  them.  They  ought  tu  be  reonired  to  file 
tbem  with  the  commisaion,  and  they  shoiiid  have  publicity.  There  ought  not  to  be 
anything  secret  about  them,  and  there  ought  not  to  be  anything  preferential  abont 
them,  bat  they  ought  to  be  as  fair  as  they  can  be  made,  and  certainly  fair  aa  between 
people  at  the  aame  place.  Snbject  to  the  general  provision  that  they  must  be  Jnat 
and  reasonable,  J  think  the  country  is  safe  to  let  them  go  along  at  that. 

Whereupon,  at  1.08  p.  m.,  the  commisaion  took  a  receea  nntU  2  ]).m. 

At  2.10p.m.  Hr.HoQovern  took  the  stand  and  reanmed  his  teatimony  as  follows: 

Q.  (By  Mr.  Biplbt.)  I  see  on  the  cover  of  theaealasai&oationa  the  statement  "aub- 
Ject  to  chauge  on  legal  notice,"  Uoea  that  mean  that  these  obangea  of  claaaification 
arn  made  without  any  previoas  statement  t<i  that  utfeot  tu  the  Bhipperf  We  have 
had  some  complaint  at  various  ttuiea  from  the  Hhijipers  tbat  tbey  make  contracts  for 
long  periods  in  advance,  and  tbat  tbese  cbangeH  in  clasaitication  are  promulgated 
snddenly  and  without  warning,  subjecting  thum  to  cousideralila  inconvenience  and 
loaa.  What  is  yonr  policy  in  inat  mutter T— A.  Legal  nuticoaimply  means  the  notice 
rwiuired  by  tbe  act  tu  regulate  commerce  as  amended.  10  days'  pnblio  notice  in  case 
of  advance  and  3  days'  in  case  of  reduction.  Now,  that  la  the  means  we  have  of 
advising  the  public  of  changes;  we  iaaue  the  olasa ifl cation ;  wo  give  them  out  oe 
soon  OS  we  can  after  the  matt«ra  are  acted  on  by  tbe  committee  in  sesaion.  In 
the  cose  of  snbjecta  that  have  been  taken  np  and  acted  np on  on  the  req neat  of  a 
shipper,  or  anyone  else,  we  advise  him  before  nublioation,  you  nnderatond.  In 
otber  words,  there  is  no  disposition  at  all  to  hold  back  this  information  until  we  are 
ready  to  plump  it  at  them,  as  it  were.  I  undertake  to  reach  all  complaints  as  soon 
OS  I  cau  after  action  upon  them  by  the  committee,  and  to  tell  the  complainants  what 
we  have  done.  I  wrot«  letters  jnat  before  I  left  home  advising  of  au  advance  we  are 
going  to  make  tbe  lirst  of  next  July  on  the  dry  goods  question. 

Q.  Yon  are  speaking  now  of  advanoes  which  are  to  occur  next  Jnlyt — A.  One 
advance  is  to  otoiir  next  Jnly. 

Q.  Are  you  going  to  make  any  change,  or  have  yoa  conetdeKd  any  change  in  the 
dry  goods  classi  11  cation  with  special  reference  to  cotton  piece  goodaf — A.  That  is  the 
very  thing  I  was  talking  about. 

Q.  Will  you  explain  the  aitnation  in  that  reapeott — A.  Onr  preaent  cloaa  ill  cation 
abowaalonglistof  articlea  here  under  the  heail  of  dry  gooda,  which  we  term  the  cot- 
ton-factory prodacta,  backbandn,  callooea,  cambrics,  canton  flannola,  etc.,  etc.  Now, 
the  dry  goods  people  eay  that  thfa  list  hHsontlived  its  uaefulneaa.  It  may  have  been 
all  right  when  we  began  apecifying  (beae  things,  but  that  the  whole  natnre  and  char- 
acter of  the  dry  goods  busiueaa  baa  changeil  since  then.  They  no  longer  anil  an 
article  aa  calico;  it  has  some  fancy  name,  some  Freurh  name.  The  word  calico  is 
hardly  ever  used,  and  they  asked  nstochaoge  the  wording  of  tbe  classification  sooie- 
what  inline  with  tbe  official,  whiob  simply  Hays,  "cotton  goods  in  tbe  piece."  Now, 
we  have  agreed  to  do  that.  The  wording  is  not  exactly  the  aame  aa  ours.  We  make 
It  "cotton  fabricB  in  the  original  piece,  "made  wholly  of  cotton,"  and  so  on.  In 
doing  that  the  committee  decided  that  a  little  later  on,  the  Urat  of  July,  they  wonld 
Increase  the  rating  from  tlfth  class  to  fourth  class.  So  the  shippeta  will  have  plenty 
of  notice  of  that.  We  don't  try  to  withhold  any  information  from  the  public  aa  to 
what  has  been  done,  hut  that  pointing  o  the  classification  is  the  means  we  adopt 
for  the  general  publication  of  it. 

Q.  And  wherever  possible,  as  in  this  case,  yon  give  notice  3  or  3  months  in  advance, 
■otbat  shippera  may  aooommodate  their  oontractaT — A.  No;  not  2  or  3  months. 
Unally  it  la  jnat  from  the  time  the  letter  is  written  until  we  can  get  out  our  next 
publication. 

Q.  You  recognize,  do  yon  not,  that  many  contracts  between  merolianta  are  made, 
necessarily,  a  number  of  months  in  advance,  and  that  a  change  introdneeit  in  the 
freight  rate  may  cause  confusion  where  sales  are  on  close  margin— aa,  for  instance, 
in  cotton  piece  goods  t— A.  I  recognize  that,  and  that  particular  custom  aeoma  to  be 
growing,  but  it  does  not  disturb  that  much  when  we  reduce.  We  make  more  redno- 
uons  than  advances.  I  really  don't  Hee  how,  in  tbe  making  of  a  particnlar  classifica- 
tion, we  can  accommodate  it  to  all  those  trade  conditions.  If  10  days  ia  not  enough 
legal  notice  in  tbeooae  of  an  advance,  then  make  it  20  days;  if  3  days  is  not  enough 
for  rednctiona,  then  make  it  15  days,  or  10  days;  but  when  you  undertake  to  say  that 
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tbe  rnnkers  of  the  rates,  whether  the  railroBdH  or  any  other  rate-mftkiag  body  or 
anthority,  must  try  to  acoommodBte  themselveii  to  all  of  those  trade  conditions,  nhy, 
then,  it  niaaos  that  there  conid  hardly  be  any  change  at  all.  Now,  abuot  the  largest 
dry- nM>ds  Jobber  in  Atlanta,  Mr.  Dougherty,  of  the  firm  of  John  Silvey  &.  Co.,  hap- 
pened to  come  np  with  me  on  his  way  to  New  York  City  to  make  his  neit-fitll  pnr- 
chaoes.  At  this  time,  when  people  are  just  oommenciuf;  to  wear  tbsir  light  olothing 
for  the  warm  months,  he  is  on  his  way  to  New  York  to  make  his  fall  pnrchases.  He 
aaid  that  the  postdating  of  bills  was  bad^  and  they  are  trying  to  get  an  agreement 
between  jobbers  all  over  the  country  to  discontimie  it.  That  started,  probably,  by 
the  dating  of  bills  15  days  ahead,  or  10  days  ahead— Just  lar  euongb  ahead  to  get 
the  goods  there ;  now  it  has  gone  iuto  mouths.  I  do  uot  see  how  we  oonld  accom- 
modate a  thing  like  ft«lgbt  classiScation  or  ft^igbt  rat«e  to  every  trade  condition. 

Another  inatance:  Leggelt  &,  Co.,  of  New  York,  have  explain ed  to  us  that  they 
bought  their  tunned  goMS  almost  a  year  nbead,  and  tbey  urged  tbat  in  putting 
•Miaed  goods  np  Irom  fbarth  class  iu  leoH  than  carloads  up  to  third  cloBS  in  less  than 
oarloada  we  had  disaTranged  tbeir  bosiness  Tbe  reverse  is  true  in  most  cases.  We 
have  made  more  redactions  than  advances  aince  Publication  Ko.  27.  Of  courae  there 
is  no  complaint,  then,  even  if  it  goes  into  eflect  rigbt  away. 

Q.  Are  you  in  position  to  show  us  apeoiiically,  or  insert  in  the  testimony  specific- 
ally, the  list  of  the  items  ou  which  advances  and  reductions  have  taken  place  f  Yon 
have  made  the  statement  that  on  a  nnmber  of  items  more  reductions  than  advances 
have  been  made.  We  hear  complaint  from  many  quarters  that  while  the  nnmber  of 
reductions  may  be  greater  than  tbe  number  of  advances,  tbat  tbe  items  so  changed 
are  snoh  as  to  yield  on  inoraased  revenue  tothe  roadsf — A.  Oh,  I  think  tbat  must  be 
Incorrect.  It  can  hardly  be  possible  to  say  that  we  have  picked  out  two  or  three 
little  unimportant  articles  and  made  reductions  on  them,  and  that  we  get  it  all  back 
by  putting  np  the  ratiog  on  important  articles.  It  is  simply  incorrect  and  untrue 
in  every  sense.  Absolutely,  tliat  is  not  true.  No,  27  oontaioed  general  advances. 
We  have  now  started  with  that,  and  we  are  making  four  reductions  or  more  where 
we  make  one  advance.  I  know,  from  Jnst  my  general  knowledge  of  the  matter,  that 
since  tbe  issue  of  No.  27  we  have  made  four  reductions  to  one  wivanoe. 

Q.  (By  Mr.  Clarke.)  Is  it  a  fact  that  when  yon  have  made  reductions  you  have 


often  make  reiluctions  becaosB  we  believe  it  will  increase  the  business  an 
amount  aufScient  to  compensate  us  for  tbe  scaling  of  the  ratiug. 

Q.  Is  not  that  the  general  experieuoe  of  railroad  companiesf — A.  It  ie  the  general 
experience  tbat  when  they  make  reductions  tbey  believe  it  will  Increase  business, 
that  it  will  iunre  to  tbe  benefit  of  the  company. 

Q.  Now,  I  wonld  like  to  inquire  what  is  the  occasion  for  the  advance  on  cotton 

Eiece  goods  that  yon  propoae  to  make  tbe  1st  of  Jnly! — A.  I  am  glad  you  asked  tbat. 
nder  our  present  classili cation  the  fifth-close  rating  applies  only  on  certain  speci- 
fied articles;  they  are  clearly  designated.  That  low  claaaiflcatiou  was  origioally 
intended  to  cover  only  the  articles  made  by  tbe  Southern  mills  15  or  20  years  ago, 
when  they  first  began  tbe  ma  ou  facto  re  of  cotton  fabrics  in  theBouth,  and  in  fscteven 
leas  was  cbarged  then  than  now.  The  articlea  consisted  of  rough  slieetiugs,  domestics. 
Mid  all  those  coarser,  cheaper  fabrics  and  yaros,  and  tbe  Southern  carriers  put  them 
fiivton  the  sinth-class  basis,  so  as  to  enable  tbose  mills  to  get  on  their  feet.  It  was  a 
species  of  protection  by  means  of  a  ireigbt  tariff  or  classili  cation.  They  were  after- 
wards raised  to  the  flftb  class.  That  list  baa  been  increased  from  time  to  time,  untU  it 
includes  many  more  articles  than  it  did  at  flrst,  because  there  are  many  more  differ- 
entkinds  of  these  cotton  goods  made  in  tbe  Sonlbem  States  than  there^nsed  to  be,  bnt 
it  dOM  not  inclode  a  tot  of  other  goods;  for  instance,  it  does  not  include  corduroys. 
Within  the  last  few  days  I  have  hail  a  letter  from  a  New  York  house  about  corduroys. 
He  iusists  tbe  cheap  corduroys  ought  to  take  the  fifth-clssa  rate,  because  they  are  not 
worth  more  than  some  of  the  things  we  bavs  in  this  list.  Well,  now,  when  we 
changed  the  wording  so  as  to  read  "cotton  fabrics  In  the  original  piece,"  it  evidently 
let  in  cordnroys,  upon  which  we  are  supposed  to  be  getting  first  class  to-day.  In 
other  words,  we  put  in  under  tbe  reduced  basis  a  whole  lot  of  fabrics  not  in  there 
liefore;  and  we  think  tbat  in  changing  tbe  classification  so  as  to  meet  the  trade 
demands  as  to  phraseology  we  are  fully  justified  in  putting  tbe  rating  np,  after  a 
little  further  notice,  to  fonrth  class.  My  own  opinion  is  tbat  it  ought  to  be  third; 
I  told  some  of  our  members  at  a  recent  meeting  that  I  believed  it  ought  to  be  third. 
It  is  third  in  oflloial  territory,  and  when  yon  take  the  character  of  tiie  business,  the 
weight  and  value  of  these  cotton  goods,  I  do  not  see  why  it  ought  not  to  be  third. 

Q.  (Hy  Mr.  RlPLKY.)  RoHnccting  the  amonotof  these  advances  resulting  f^om  sevt 
eral  classifications,  one  of  tbe  shippers  recently' looked  up  a  rate  npon  axes,  and  the 
Agureawhioh  he  gave  as  illustrative  of  tbe  changes  daring  the  last  few  years— from 
about  1696  to  the  present — were  as  follows : 

From  Louisville,  Ky.,  to  Atlanta,  tin.,  the  rate  on  axes  about  5  years  ago  was  68 
CMlts  in  less  than  carload  lots.  It  now  appears  to  be  81  cents.  The  rate  from  Lonis- 
Tille,  Ky.,  to  Jacksonville,  Kla.,  on  less  than  carload  Jots,  5  yean  ago,  was  40  cents; 
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it  DOW  appeare  to  be  60  centa.  The  rats  &om  LoniBvllle  to  BirmiaKhain,  Ala.,  waa 
formerly  47  ceute:  it  now  appears  to  be  58  cents.  The  rate  ftom  New  York  to 
Atlaula  uii  leu  tban  CBrlnad  lots  was  formerly  T3  cents,  and  is  dow  86  cents.  Those 
rates  show  a  very  substantial  increase  during  tbe  last  4  or  5  years,  and  1  want  t«  ask 
you  whelber  tbose,  fur  any  particular  teiison,  would  seem  to  be  abnormal,  or  whether 
obange*  corresponding  in  amount  to  those  have  beeu  lutrodiiced  all  along  the  line. 
In  ot£nr  worils,  by  reason  of  the  introduction  of  these  several  classillcatioiis  have 
the  rates  been  advancod,  roughly  speaking,  5  per  oent.  10  per  cent,  or,  as  in  some  of 
these  oases,  15  or  more  per  cent  I— A.  I  see.  Now,  withtbeeiceptiod  of.lncksonville, 
Fla.,  to  which  point  I  think  those  areoomiaodityrabes— those  are  class  rates.  With 
tbe  exception,  then,  of  Jacksonville,  all  of  that  has  grown  out  of  tbe  change  from 
fourth  class  to  third  class,  and  ycm  needn't  ro  back  ncveral  years.  That  was  one  of 
tbe  advances  we  made  in  No.  27,  claasiflcation  No.  27.  We  now  have  it  third  olaas. 
Tbuse  figures  yoa  name  tberc  except  as  to  JacksouTille  are  formerrutesfor  fonrtholaas, 
and  the  advanced  rates  ore  third^lass  rates.  Now,  that  was  advanced  fk'om  fourth 
class  to  third  class,  and  1  tbink  that  would  be  a  fair  averaf^  of  all  ad  ranees  we  have 
made.  There  has  been  no  horiinutal  advance  or  anything  like  it.  We  advanced 
aqua  ammoDiH  id  bottles,  1  remember,  from  fourtli  class  up  to  l^rst  olaas.  We  did 
it  because,  aa  explained  in  this  letter  to  Captain  Mclnnis,  we  marie  all  druegieta' 
articlrs  In  boxes  first  class,  and  for  the  additional  reason  that  the  other  two  cUsaifi- 
catioDS  had  it  first  class,  as  1  remember,  and  for  the  still  further  reason  that  we  did 
not  see  why  it  should  be  down  on  the  fourth-olass  basis  as  it  is  used  only  as  a  toilet 
article.  Vt  e  tboaght  it  was  an  article  that  could  be  fairly  put  up  a  little  bit  higher. 
Bnt  on  tbe  whole  I  should  say  that  the  advances  shown  on  that  statement  as  to  axea 
will  represent  a  fair  average  on  all  articles  which  we  advanced. 

it.  The  advance  of,  say,  the  15  per  centf— A.  Yes;  I  think  that  would  be  fair.  It 
might  bo  14,  it  might  be  12,  It  might  be  19,  but  I  will  assame  that  is  a  fair  average. 

(j.  (By  Mr.  LiTCHMAtr.)  To  thesupurticialobserver,  does  not  that  justify  tbe  claim 
tbuthaa  been  made  that  you  had  advanced  the  rates  by  changing  the  class!  ficatiouf — 
A.  Wby,  of  conrse,  we  advanced  the  rates  when  we  advanced  tbe  classification. 
Certainly  no  traffic  offlcial  or  witof-BS  has  ever  denied  that. 

Q.  Now,  the  claim  made  before  tbin  commission  is  that  that  is  a  method  of  cbiuig- 
Ing  rates,  and  that  it  ia  unjnHt  to  the  shipper.— A.  Well,  when  we  advance  the  olasd- 
flcatiou  we  certainly  advance  tbe  raten. 

Q.  (By  Mr.  RiPLBY.)  Vou  did  it  with  that  end  in  view,  of  conrse  f— A.  Partly.  1 
bavestatedinthiBlettert«ColuuelMcIiinia  that  there  would  have  been,  and  ought  to 
liiive  liCfD,  a  general  revision  of  Che  Southern  classification  regardless  of  trade  con- 
ditions at  that  time.  There  were  two  objects.  One  was  to  overhaul  it  and  improvo 
It,  and  the  second  was  to  get  more  revenue.  We  did  not  make  any  attempt  to  deny 
that  we  were  for  more  revenue,  bnt  that  wc  were  after  liotb  objects. 

Q.  I  woold  like  to,  if  positibte,  bring  out  the  basis  on  which  you  make  such 
changes,  where  you  advance  from  one  ilsss  to  another.  Do  you  ever  compute  or 
have  in  mind  the  direct  increase  in  revenue  whifh  will  result,  or  do  yon  look  solely 
to  the  commercial  oouditioDS  which  prevail  in  respect  to  that  commodityf — A.  We 
do  both.  We  try  to  consider  everything,  every  fact,  every  circum»taiice  surronnd- 
ing  thnt  particulitr  ((iiestion.  Unr  committee  adjusts  that  matter  precisely  as  this 
committee  would  do  if  called  upon  to  state  what  the  rating  ought  to  be  on  any  arti- 
cle, say,  i-andles  in  boxes.  You  would  want  as  full  information  na  yoii  could  get;  or 
if  you  had  already  flsed  it  and  wore  asked  to  reduce  it  yon  would  want  all  the  light 
you  could  gPt.  The  priucipal  duty  of  the  chairman  of  the  claitsifl cation  committee 
18  to  get  thatrligbt.  Id  tbe  old  manner  of  handling  it,  they  did  not  have  anyone 
whose  duty  it  wan  to  gi-t  that  information.  We  take  an  article,  considfr  the  weight, 
the  Hperilic  gravity,  and  all  that  sort  of  thing;  and  the  value  of  it.  Then  perhaps 
fnrtber  factH  are  presented  toahow  tbnt  local  factories  are  springing  up  in  the  South, 
etc.  There  is  nothing  exact  in  it.  If  there  were,  we  would  nil  find  it  easy.  We 
take  a  tiling  and  meonure  it  nod  wei^h  it,  and  compute  Its  risk  tii  begin  with. 

(j.  The  cimt  of  transacting  the  business  is  in  a  very  small  ilegree  the  basin  of  your 
charge? — A.  Of  course  we  always  have  that  in  mind,  especially  with  respeotto  heavy 
artirles ;  bnt  we  do  not  figure  what  the  cost  of  tranRportntlon  wonld  be.  We  con 
not  do  that. 

Q.  You  have  some  letters  there  illustrative  of  the  way  in  which  yon  handle  some 
of  tfaeHeqnestions.  Perhaps  one  or  two  of  those  might  be  of  intersHt,  without  tak- 
ing very  much  time.— A.  1  brought  along  a  few— I  will  leave  theni  all  with  tbe  com- 
mission— a  few  of  what  we  cull  dooket  advices.    1  will  read  one.     (Beading:) 
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[DookM  No.  inL] 

BounuBM  Ci.Aa8ivic AXIOM  CoMMnTEC, 

Jthmla,  Ba.,  JprilS,  lOOX. 

aair,MplMt»rtng.    {Pneimu  Sa.  lOlt.    FtUSSl.) 

UaUA  apon  T«qiie8t  of  Mc.  W.  T.  TUdeo,  No.  360  North  Front  Btroet,  PhiUdel- 
phlo.  Pa. 

The  present  alaMifle*tioD  on  plastorlnc  bair  i*  u  follows : 
Hair,  rii :  Clam. 

PlaBtering, pre— od  inlMlea,orinpaperaaoke,  oompreMed  in  baudlea,  L.C.  L.    3 

game,C.L i 

Official:  L.C.L.        c.L. 

Hair,  n.  o.  ■.,  in  paper  laoka,  eompTMBed  in  bnndlea 2 

H«ir,ii.o.a.,  inoompreiBed  bales 3 

Hair,  Mdeaoribedal>OTe,miu.wt.  30,00011m 5 

Weatemi 

Ooata',  hogs',  and  plastering  hair — 

In  paper  sacks,  rnaehipe  oompre— cd,  in  aolld  bnndlea 3  '6 

In  saoki 1  •& 

Pniaaed  iu  bale* 3  '6 

The  reqaeat  is  that  Uie  mlnimam  carload  weight  be  rednoed  to  20,000  Iba,,  on 
the  groDDds  that  that  minimam  is  accepted  in  Eastern  terrltor;  and  that  an  ordinary 
car  will  not  load  to  the  required  minimnm. 
Beepectflill;  submitted. 

P.  J.  HcOovBKN,  Cliairman. 

Now,  that  was  not  reached  at  the  last  meeting.  We  did  not  complete  the  doekat, 
or  I  could  tell  jon  what  the;  decided  to  do.    What  I  think  they  onght  to  do  is  to 

Eant  the  request.     I  think  that  the  mtnimnin  on  that  plastering  hair  ooght  not  to 
more  than  20,000  ponnds.    I  will  see  if  I  have  another  one. 
The  witness  Bnboiltted  Docket  No.  12B6; 

pockat  No.  139».] 

SouTHXBH  CLAsairicATiotr  Comkittkx, 

Attaula,  Oa.,  ApHl  9,  1901. 

Svtler  dNd  oAceM  la  eomman  owl  rtfiiceralor  eon.      {Prmiou*  Am.  SS6,  SOI,  and  S6i. 
hie  314.) 

The  ArmoDT  Paeking  Company,  of  Kansas  City,  Ho.,  has  written  sereral  of  tha 
mem  bete,  and  also  the  chairman,  nr^ng  a  reoonslderatiou  of  bntterine. 

Prior  to  Utelssne  of  Clasaifloation  No.  26,  the  rating  on  bntter  was  as  follows: 
Batter  (in  common  and  refiigerator  cars),  viz:  c\*m. 

In  cans,  boxed  or  crated 3 

Incana,  n.  o.i 2 

In  kegs,  firkins,  buckets,  pails,  and  tabs 3 

Claasiflcation  No.  26: 
Butter,  viz— 

In  cans,  boxed  or  crated,  kegs,  firkins,  bnekets,  pails,  or  tnbs,  in  oom- 

8ame,  in  reftigerator  cars,  curler's  option 1 

ClassiBcatiou  No.  27 : 

Butter,  viz :    In  cans,  boxed  or  crated,  or  in  kegs,  fiiklns,  bnckets,  paila,  or 

tubs 1 

The  chairman  undemtands  that  the  Armour  Packing  Compaujr  leqaest  that  the 
ratioge  shown  in  ClassiBoation  No.  30,  and  aa  qooted  above,  be  restored. 
Respectfully  submitted, 

P.  J.  HcGovzitM,  ChoinaoH. 

That  bntterine  question  has  a  history  all  by  itsel£  We  advanoed  that  further 
back,  independent  of  that  general  advance,  beaanse  we  had  It  so  low  that,  when  we 
did  tae  iolDg  on  mixed  lots,  it  cost  the  earriera  sometimes  more  than  tba  entire 
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nvoDoe.  Mixed  lots  of  obe«w  auddtiryprodaotB  wstb  carried  ao  very  cheaply  dowo 
throDgli  Louisville  to  Atlanta  and  that  oountry  that  some  of  thi)  IIdbs — and  eapecially 
tlkOM  which  oarried  for  way  poiotB,  bo  that  there  waa  very  little  left  in  the  car  for  the 
longdietancM — paid  more  out  for  ice  than  the  groaa  revenuea  on  the  aliipment;  there- 
fore, we  pat  the  rale  up.  Thi'  Annanr  Packing  Company  aaked  that  we  reatore  that 
old  clasaiflaatioD,  becaase  they  said  that  their  batterine  is  sbipped  la  with  mixed 
pooking-honae  piodncta,  and  that  they  pay  their  own  icing.  (Reading  liut  para- 
graph of  Docket  \o.  1295:) 

"The  chairman  nnderstandB  that  the  Armonr  Packing  Company  Tequcat  that  the 
rmtinea  shown  In  ClaasiU cation  No.  25,  and  as  qaoted  aliove,  he  restored." 

Well,  now,  that  was  denied.  If  alt  bntter  and  hutterine  were  abipped  in  or  with 
aolid  carloads  and  the  shipper  paid  for  the  icing,  we  could  probably  alford  to  do  it, 
hat  we  can  not  make  a  lower  rating  ou  that  than  we  do  on  the  butter  buiineas  gen- 
wolly  ahipped  in  small  lots.    So  the  committee  denied  tbe  applii^ation. 

Q.  Hare  you  ever  bat)  an  appeal  to  tlie  courts  in  reipect  to  your  RlaBaiflcatlon  of 
any  particular  product,  or  to  tbe  lutentate  Commerce  CommUiion  f— A.  1  do  not 
recall  any  complaints  since  tbe  committee  wae  otgAuized.  Tbe  Merchants'  Associa- 
tion of  New  York,  I  understood,  waa  going  to  Hie  a  complaint  with  the  latontate 
Commerce  Commission;  whether  generitl  or  speciJic  I  do  not  know.  1  have  not 
heard  anything  further  about  it.  I  do  not  recall  anythiagdone  by  the  committee 
which  has  been  made  the  basie  of  a  romptaint  to  tbe  Interttat«  Commerce  Cummiaa ion, 

Q.  Another  topic  that  I  would  like  t<>  have  yon  speak  opoi.,  if  jon  will,  is  that  of 
nnderbllllng  and  the  degree  to  which  the  railroada  might  poasibly  be  protected 
against  underbilliug  bjr  the  action  of  some  governmental  agency,  through  the  Inter- 
state Commerce  Commission,  through  inspectors,  or  sume  other  way.  Will  yon 
describe  tbe  sitnation  as  for  as  underbilling  in  conceruodl — A.  I  am  glad  you  aaked 
that  qneatioD.  This  matter  of  underbilling,  by  which  we  mean  either  underreport- 
lug  of  weights  or  false  description  of  goods  for  tbe  purpose  of  grtting  a  rednc«d 
raw,  is  one  of  tbe  most  troublesome  things  that  the  transportation  lines  have  to 
contend  with  to-day.  It  is  not  only  because  they  lose  revenue  by  this  underbilling. 
That  is  probably  not  the  moat  serious  featnru  of  it.  It  either  prevents  the  honest 
shipper  from  doing  business  or  drives  him  into  nnderbilling  himself.  That  is  the 
very  worst  feature  of  it. 

Q.  Will  you  give  us  some  examplesT — A.  Well,  I  do  not  want  to  mention  any 
Dames.  I  do  not  want  to  name  any  lirm.  I  have  a  particular  individual  or  firm 
in  mind,  and  this  kind  of  test  was  recently  made.  The  shipments  of  a  large  job- 
bing conoern  in  one  of  the  Southern  cities  by  a  single  line  of  railroad  l^om  that 
point  in  one  day  were  weighed  and  c^irefully  inspected,  and  were  found  to  be  uoder- 
billed  some  )11.  Thinking  perhaps  that  it  was  an  eicfptional  case,  the  parties  >Q(>k- 
Ingthe  investigation  waited  a  week  or  10  days,  or  some  longer  time,  and  made  anotbar 
somewhat  similar  investigation,  and  found  the  ujdcr  billing  to  be  SIT  that  day.  Now, 
there  are  several  lines  at  that  point,  and  the  conclaelon  tlien  reaohi-d  was  that  that 
particular  house  was  probably  underbilling$50  aday.  Whether  they  got  the  benefit 
of  it  or  aimply  gave  it  to  their  cuHtoment,  we  have  no  means  of  kmiwing.  If  they 
told  the  gotAls  (Silvered,  tbey  took  tbe  benefit  of  it  tbeiu wives;  if  they  sold  f.  o.  b., 
of  course  tbe  customer  would  get  the  bencQt  of  it.  But  tbe  vi^ry  worst  feature  of 
that  particular  thing  is  that  there  is  another  house  in  tbe  same  city  and  in  the  same 
line  of  businesH  that,  I  believe,  duee  not  underbill,  or  certainly  does  not  want  to 
nnderblll.  I  maintain  that  it  is  tbe  busini^SK  of  the  carriers,  no  uiatter  what  il  may 
cost  them,  tu  stop  the  underbilling  by  the  concern  that  Aoet  nodeibtll,  and  tfaere- 
fbre  remove  the  temptation  f^om  the  other  concern  that  does  not  want  to  do  it. 

Q,  This  same  underbilling  mny  take  pincc  by  what  we  might  oatl  uudercloasiticB- 
lion,  may  it  nott — A.  I  meant  by  anilerhilling  the  underbilling  of  weights  and  mis- 
description of  the  goods  to  get  lower  than  the  published  nud  legal  tariff  rate. 

Q.  Did  you  not  stale  to  me  that  tbey  went  to  the  extreme  at  one  tiniu  iif  shipping 
matches  and  (inapowder  in  tbe  same  packa^et— A.  I  do  not  remember  that.  I 
remember  etatiuK  thiit  we  found  a  case  where  whisky  was  billed  as  molasses.  If  I 
had  the  time  to  sDow  yon  all  tbe  ingenious  ways  in  which  this  thing  is  attempted, 
how  brazen  some  of  them  are,  the  eommisainn  would  probably  be  ostoniahed. 
Whisky  w^  billed  as  molasses.     Vinegar  Was  billed  as  molasses. 

S.  (By  Hr.  Philuph.)  Well,  vinegar  billed  as  molasses  wonld  be  cheaper  than 
aases,  wonld  it  notf — A.  Tborat<-s  in  that  country  on  molasses  are  lower.  When- 
ever the  rate  on  one  article  is  no  lower  than  on  tbe  other  article,  there  will  be  no 
fidse  classitioatlon. 

Q.  Could  yon  name  some  other  matters  along  that  line — some  further  illnstrations 
of  nnderbillingf — A.  I  could  mention  some  apparently  systematic  nnderbilliDg- 
TiTi._  •.  i 1 j__   __j '--quently — all  st~**  """'*"  "* '~"  — 


Why,  it  is  coming  np  every  day,  and  more  frequently — all  sortaof  false  descriptions- 

Q.  Ezplofllveif — A.  1  don't  remember  anything  so  desperate  as  that.     "" '" 

take  a  part  lot  of  machinery  that  has  a  fly  w  heel  in  segments  and  try 
ahlt>pt^ ■'-'-    -  -  -*-"■ ' ■-  ---• ■"■- '' 


Q.  Ezplofliveaf— A.  1  don't  remember  anything  so  desperate  as  that.  Tbey  will 
.  tke  a  part  lot  of  machinery  that  has  a  fly  w  heel  in  segments  and  try  to  get  that 
ahlt>pt^  separately  on  a  ditfereut  car  as  rough  costings.     There  are  thousands  of 
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Q.  Do  the  TkUiOMla  AVer  havBUMt  in  that  in  order  to  giT«oheap^  rate  of  freight  f — 
A..  tJndoablAdlf.  There  is  no  donbt  in  the  world  that  many  BoUcitiog  agents  have 
pat  the  ehippen  op  to  It.  A  man  came  to  me  a  year  ago— a  manufacturer  of  overalls 
ftnd  hiokoc;  shirts  in  Atlanta — uid  showed  me  a  letter  from  Bioe,  Stii  &  Co.,  of  St. 
LoDJa,  oomplainiDg  that  the  rftte  bad  reoently  been  put  up.  Well,  the  fact  was  that 
he  hM  been  billing  as  ootton-faotory  products,  and  Buine  Inspector  hod  discovered 
it.  He  aaid:  "I  do  not  lemember  who  it  was,  bnt  somu  fellow  told  me  to  bill  my 
SDodB  aa  cotton-faotory  prodnota."  Ididnottrjtopumphini  about  it.  I  did  not  care. 
ItwaanoDOof  mybaelneMibat  I  advised  him  what  to  do  and  wrote  him  a,  letter.  I 
said:  "IcoDldleDdyoueDOonngementandaaythiLttbe  matter  will  betaken  tip  at  the 
aext  meeting,  and  yon  wonld  go  home  satiatied  that  aometliing  was^iug  to  be  done; 
bntl  will  not  do  that,  fceoanse  I  know  they  won't  rednce  the  c I aasifi cation.  What 
yon  want  to  do  is  to  go  to  the  rate  makers  and  get  ratea  from  Atlanta  to  Ohio  Kiver 
points  ud  St.  Lonia,  etc.,  on  your  goods  as  a  commodity;  and  because  yon  can  show 
that  yon  oompete  with  Baltimore  that  you  are  entitled  to  low  rates  out  in  that 
oonntry."  Whether  he  did  it  or  nut,  I  do  not  recollect.  As  to  what  percentage  of 
tlie  total  nnderbilling  is  either  instigated  or  oonnived  at  by  the  railroada  it  would 
be  the  mereit  guess  in  the  world,  bat  1  am  aatiafied  that  it  is  a  very  small  per  cent 
of  the  total. 

Q.  Wonid  it  not  be  criminal  where  the  railroads  have  connived  with  themf — A- 
Hwonld. 

Q.  It  vonld  be  ft  violation  of  the  law  In  diacrimination,  would  it  nott — A.  Yea; 
the  worst  kfa^— morallv  bad  as  well  aa  legally  bad. 

Q.  Yon  bellevelhatotitalnKiuite  largely  in  your  sectiunf— A.  1  think  it  is  a  small 

'--eof  the  total  nndeibi Hi ng.     laay  I  have  not  the  alighteat  doubt  that  in 

W  it  is  started  In  that  way.  The  soliciting  agent  is  greedy  for  buainese, 
mow,  and  tells  his  onstmnei  how  to  go  about  the  matter ;  to  bill  bla  goods  aa 
cotton- faotory  sweepings  ot  bill  it  as  something  else.  But  I  am  sure  that  is  the 
oanse  of  a  very  email  percentage  of  the  total  nnderbilliug. 

S.  (By  Mr.  Biplkt.)  And  yet  the  percentage  of  all  shipments  wbi<:h  are  under- 
ad  Is  oonsiderablef — A.  It  is  considerable.  1  aeem  to  see  more  of  it  all  the  time. 
Now,  whether  it  is  a  greater  percentage  of  the  total  volume  of  bnsineax  than  it  waa 
10  yeait  ago  I  do  not  Enow.  The  hnameas  ia  larger,  and  it  may  be  that  there  is  not 
any  greater  precentage  of  nnderbilling,  but  it  aeema  to  me  there  ia. 

Q.  Are  the  agenoiee,  such  aa  yonr  committee,  protecting  the  roada  or  acting  In  any 
way  to  prevent  tblat — A.  Our  committee  boa  no  machinery  for  that  at  alJ,  nut  the 
traffic  aaaociationa  have.  An  effort  is  nnder  way  now  to  eitend  that  work  very  much 
in  the  Sonthem  territory. 

Q.  (By  Mr.  PBILUPS.)  Well,  do  the  traffic  aasoclation  take  meaaurea  to  prevent 
this,  do  yon  think  t— A.  Yes. 

Q.  Yon  think  they  are  working  for  that,  do  you  T — A,  Yea;  they  have  some  agents, 
but  they  have  not  enough. 

Q.  (Bt  Mr.  RlfLBT.)  Would  it  be  possible  in  the  natnre  of  thlnga  for  any  single 
rood  to  be  rigorons  in  its  policy  of  making  inspectinn  and  of  enforcing  a  particular 
olaesiAoation  rate  from  a  general  agency  f — A.  It  should  be  from  a  general  or  joint 

Q.  Do  yon  aee  any  advantage  in  having  the  enforcement  of  that  claest&cation  to 
some  degree  intmated  to  a  body  like  the  Interstate  Commerce  Commlasionf — A.  I 

Q.  Do  yon  think  the  railroada  ore  perfectly  competent  tu  take  care  of  that  them- 
selves(~A.  I  do,  If  they  wunt  tu;  yes.  Igofurther;  Isay  if  they  want  to  do  it  they 
can  do  it,  and  if  tfaev  do  not  want  to  do  it  either  the  Interatativ  Commerce  Commis- 
sion or  any  other  tribnnal  wonld  have  trouble  in  attempting  it.  Tbuy  would  have 
all  sorte  of  obetsolea.  The  record  books  would  be  in  the  prras,  and  a  thousand  exniaes 
would  be  given.  Now,  if  the  roada  want  to  do  it— and  I  think  they  ought  to  do  it  in 
protection  to  the  houeat  shipper — they  can  do  it,  and  they  are  doin;:  it  to  a  great«r 
extent  in  the  North  and  Eaat  than  we  are. 

Q.  (By  Ur,  Phillips.)  Have  you  any  legislation  to  suggest  along  that  line  to 
prohibit  thatt — A.  To  prohibit  underbillingT 

Q.  Yea. — A.  I  think  the  preaent  legialation  ia  adequate,  but  it  ueema  hard  tu  con- 
vict; at  least  convictions  are  very  few.  The  penalty  is  all  right  now  for  undnr- 
billing.  Maybe  It  ia  too  heavy,  and  if  made  lignter  there  would  be  more  convictions. 
There  onght  not  to  be  any  imprieonment.  I  tblnk  the  fine  ia  enough.  There  is  a 
fine  and  imprlsonmeiit  now.  I  think  the  impriaonment  feature  ought  to  be  repealed. 
It  is  more  dlfflcnlt  to  get  a  railroad  agent  or  a  ahipperap  to  the  acratch  of  testifying 
against  the  other  fellow  when  the  penalty  is  a  term  in  the  penitentiary  than  it  would 
be  if  the  penalty  were  a  thousand  dollars  or  five  hundred  dollars  fine.  1  think  the 
impriaonment  featnre  might  be  prolltabl;y  omitted. 

Q,  Do  yon  think  a  Sne  wonld  he  audicient  to  prohiiiitf — A.  I  think  it  wonld  in  » 
great  many  oases.  ,  -.  i 
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Q.  Would  ;oa  nuke  that  fine  cnioaUtiTef— A.  I  would  If  it  ooald  bs  ahovn  thftt 
it  nos  deliberate.  I  wonld  not  atop  at  one  prooeoation.  If  a  fellow  had  been  onder- 
billiDg  vinegar  every  dav,  from  one  to  iiva  doUare  a  day,  be  ought  to  pa;  more  thao 
the  fellow  who  <lid  it  oiily  oace.  The  ]>resiiniptioQ  woald  be  that  he  did  it  deltb- 
eratoly,  and  he  ought  to  be  made  in  pay  for  hia  wrougdoinj;.  Bat  apart  &om  the 
qaeetion  as  to  whether  the  law  provides  adequate  penalties,  or  whether  it  ie  prse- 
ticablo  to  enforce  a  law  in  that  reiipect,  it  is  the  moral  duty  of  the  cArrieta,  regard- 
less of  eipenee,  tu  Bee  that  this  thing  is  stopped,  if  only  to  protect  the  shipper  who 
dues  out  resort  to  it.  It  is  one  of  the  great«st  abases  to-day  in  the  whole  traffic 
field,  in  my  Judgment. 

Q.  (By  Mr.  Phillips.)  Are  nut  the  eompanles  who  own  theli  own  cars  astug  them 
for  d  i  scrim  iu  a  ting  purposes  alsof — A.  Shippers  who  ase  thajr  own  oarsT 

Q.  Yes. — A.  Von  refer  to  the  mileage  question,  now  T 

Q.  Yes.— A.  It  has  been  done.  Yon  mean  that  private  compauiee  carry  their  own 
goods  ill  their  own  cars  and  receive  a  greater  mileage  than  allowed  othersi 

Q.  Yes;  lower  rates.— A.  Yes;  that  is  correct.  II  is  done,  as  I  anderatand  it,  by 
allowing  them  a  greater  rate  per  mile  for  wheelage  than  Is  paid  others,  and  which  is 
nsually  three-quarters  of  a  cent  per  mile  per  car.  I  have  heard  of  oases  where  they 
paid  1  cent,  and  often  more,  per  mile  to  the  owner  of  that  oat. 

Q.  (By  Mr.  Fauqubar.}  Do  you  regard  the  xiving  of  eommodity  rates  as  a  dis- 
crimination on  the  part  of  the  roads  in  favor  of  shipperef — A.  Not  at  all. 

Q.  Are  commodity  rates  a  favor  to  the  toad  or  a  favor  to  the  ehipp«rf — A.  If  a 
commodity  rate  is  made  by  a  carrier  it  is  supposed  to  be  an  advantage  to  both. 
It  enables  the  shipper  to  move  his  business  aou  enables  the  oarriet  to  obtain  new 
traffic  at  a  proQtable  rate. 

Q.  What  1b  your  policy  in  respect  to  jriving  commodity  rates  instead  of  putting  it 
into  olasBPsT— ^A.  Well,  in  most  coses  the  commodity  rate  Kovema  only  where  the 
business  is  to  move.  If  you  reduce  the  clsHsification  yoil  reduce  it  all  over  the  terri- 
tory. Now,  I  gave  au  illustration  of  that  few  moments  ago.  There  is  a  man  at 
Atlanta  manufacturing  these  cheap  overiUls  a^  I  shirtings.  He  wants  to  ship  to  St. 
Loaia.  I  told  biin  it  was  useless  to  aak  the  clasalBcation  oommittee  to  rednoe  the 
class  location  on  those  things  to  fifth  class;  that  he  did  not  need  it;  that  he  did  not 
want  to  have  them  rednced  unnecessarily.  I  aalced  him  if  he  had  any  tronble  ship- 
ping to  Birminghamt  He  said:  "No,  sir;  no  trouble  in  shipping  to  Birmingham  or 
to  Chattanooga,  The  only  troablo  ie  to  get  out  to  St.  Louis  and  the  othor  territory 
andnp  therewberel  come  in  competition  with  Baltimore,"  1  went  on  te  tell  him  bow 
to  get  it  to  the  attention  of  ihe  traffic  ossoclatiun  and  then  wrote  him  a  letter  confirm- 
ing tliat.  Now,  if  it  were  a  question  l>etweeo  that  man's  not  doing  business  at  St. 
Louis  and  our  reducing  our  rates  all  over  the  Southern  territory  on  overalls  and 
sbirts,  we  would  be  obliged  to  say :  "  Von  can  nut  do  that  business ;  it  will  cost  us 
too  much  to  enable  yon  to  do  that  business." 

Q.  Why  should  vou  take  oare  of  his  business  iu  St,  Louis  T — A.  I  do  not  tbinic  It 
was  wrong.  On  the  contrary,  it  was  right  for  the  roads  to  help  him  to  go  to  St. 
Louis,  because  the  roads  are  in  business  and  he  is  in  bnslneas,  and  they  help  each 
other  and  it  becomes  a  partnership.  I  have  got  a  pair  of  overalls  here  that  I  have 
to  laud  in  St.  Louis  at  a,  certain  price,  and  in  order  to  do  that  I  will  pat  my  price 
down  and  you  must  put  your  rate  down.  It  seems  to  me  it  is  a  fair,  sensible  bosi- 
ness  pronositiou. 

Q.  Well,  if  you  take  up  overalls,  how  many  other  articles  will  yon  take  ap  and 
make  commodity  rates  on  T — A.  The  rate-making  people  are  taking  up  and  extend- 
ing the  rates  all  the  timii. 

Q.  So  your  policy  of  classes  will  amount  te  a  very  little  if  yon  go  onf — A.  It 
amonnte  to  a  great  deal. 

Q.  Through  commodity  rates  you  can  encourage  the  road  there  to  give  commodity 
rates  when  they  can  not  take  regular  olass  latest — A.  It  does  not  enoonrage  the 
roads  to  give  commodity  rates.     1  do  not  know  that  I  clearly  understand  you. 

Here  is  an  article  that  ie  first  class  iu  the  olassi&cation.  If  It  were  reduced  to 
fifth  class  that  wonld  reduce  it  all  over  the  South  on  every  line,  resardleas  of  dis- 
tance, regardless  of  origin  or  dei^ti  nation.  1  say  te  a  manufacturer  that  it  is  useless 
te  ask  the  clattsifl cation  committee  to  do  it,  but  that  there  is  no  reason.  It  seems  to 
me,  why  he  ought  not  to  have  a  rate  to  St.  Louis  which  will  oorrespond  to  the  r*te 
that  his  competiters  have,  and  that  in  order  to  accomplish  that  he  must  go  te  the 
traffic  associations,  and  I  toll  him  how  to  go  about  it.  Now,  I  can  not  see  that  that 
wat  not  a  perfectly  sensible  proposition  from  both  sides, 

(j.  Iu  other  words,  he  was  a  pet  patron,  and  all  the  rest  had  to  take  the  claMlQoa- 
tion  you  gave  themt — A.  Not  at  all;  no  pet.  It  was  no  more  than  I  would  dofitr 
any  other  mannfactiirer. 

^.  Why,  the  railroad  immediately  interfered  there  in  the  Baltimore  tradet — A. 
Yes.  The  llaltimoro  fellon-  did  not  like  it,  and  the  line  running  fkom  Baltimore  to 
St.  Louis  probably  did  nut  liko  it. 
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Q.  No  otfaor  mannfftotnrlng  mwi  iu  Atlantu  there  gut  tho  Bdvantage  Ihii  man  did 
to  get  tb«  gooda  ont  to  tuBrketf — A.  Yes. 

4.  Commodity  r«tef~-A.  Yes.  We  do  it  for  the  fnraitnre  people,  hag  uiBDufao- 
tnran,  p»pei-bra  mfthera.  It  is  the  policv  of  the  Soathem  ro»ds  to  do  that,  ftDd,  I 
ni*7  stkte,  tb*  poliw  of  the  Western  roads  aod  the  Northern  roails.  When  they 
reach  oat  beyond  theLr  own  territory  to  compete  with  other  sbipping  poiDte  they 
pnt  down  the  latea  or  nftke  commodity  rates. 

Q.  It  has  beenthegeoeralpollcy  of  the  Soathem  roads  to  giveoommodityTStesf — 
A.  No,  sir ;  I  oan  not  say  that.  What  I  woald  Bay  ia  it  has  been  the  policy  of  the 
Southern  roada  to  make  ooininodity  rates  for  Boathem  manufacturers,  to  enable 
them  to  reach  out  for  trade,  lint  not  to  rednoe  the  cUsalfication  of  freight  withiathe 
territory,  beoanaa  it  is  nnneceesary, 

Q.  (By  Hr.  RiPLRY.)  Do  lundentand  that  by  the  reduction  of  oommodity  rates  all 
pwaona  get  that  same  rate,  but  that  the  reductiouof  the  commodity  is  made  by  each 
railroad  independently  f— A.  So;  the  commodity  rate  ahows  exactly  between  what 
points  it  governs.    That  is  what  we  mean  by  a  conimodity  rate. 

Q.  In  other  words,  all  mauufactnrers  of  that  commodity  in  Atlanta  get  the  same 
advantanga  in  reaching  St.  Lonial — A.  Precisely. 

Q.  WIIhOQt  discrimination  t — A.  And,  further  than  that,  if  there  were  aimilar 
maBQ&otareis  of  the  same  goods  iu  BirmiDgham,  Montgomery,  Macon,  or  Angoata, 
or  any  other  point  down  there,  we  wonld  give  tbem  a  corresponding  reduction. 

Q.  {ByMr.FARQuaAR.)  Isnotthatadisorlmiaationf— A.  That  Is  a  diacrlmfnation 
In  their  favor,  bnt  not  on  unjnst  discrimination.  I  claim  that  is  a  sensible  buaineaa- 
llke  diacrimination,  and  that  is  Just  bow  the  business  of  the  country  has  been  built 

SUnleas  it  can  be  shown  that  the  purpose  was  directly  to  give  that  man  an 
vantage  over  aomebody  else  in  his  neighborhood  or  in  his  territory,  I  can  not  see 
anythiof  wrong  about  that.  That  has  made  our  Southern  iron  businesa.  We  make 
lower  rates  northbound  on  pig  iron  than  on  man  nfac  tared  iron  aiUcles  coming  into 
Uwt  territory. 

Q.  I  believe  you  said  the  reason  yon  raised  the  iron  and  steel  tariff  them  was 
beoanae  the  railroads,  iu  their  equipment  and  otherwise,  had  to  use  iron  and  steel, 
Knd  a  higher  prioe  made  a  higher  ratef— A.  Yes. 

Q.  Howlongdidthatueasureof  recoupment  hold  on  the  roads  r — A.  It  is  In  effect 
yet. 

S.  Now  I— A  Yes.  And  that  brings  up  another  feature  of  that  iron  matter.  The 
Dominion  Works  at  Richmond  had  some  correapondeuce  with  me  about  that  iron 
ud  steel  list,  and  I  told  Mr.  Clark,  who  ia  president,  I  think,  or  wrote  him,  that  it 
might  be  that  a  little  later  on  we  would  have  to  res-iae  that  list  again.  ThinKa 
might  settledown;  wemight  havetoput  the  ratlnga  back,  bnt  we  did  not  think  the 
tfnie  had  come  yet.  We  can  not  tell  what  the  couditions  may  be  a  year  from  now. 
We  may  have  the  ratings  on  iron  12  months  hence  lower  than  when  wo  started. 

Q.  (By  Hr.  Cl.AltKE.)  Are  these  commodity  ratea  moatly  remunerative  to  the 
roads  I — A,  They  are  believed  to  be.  I  do  not  believe  that  any  general  freight  agent 
or  any  trafSo  nunager  has  ever  yet  mode  a  rate  lower  than  he  believed  it  would  cost 
him  to  haul  the  basiness. 

Q.  That  being  the  cose  oonld  not  the  roads  afford  to  reduce  all  their  rates  to  sub- 
stantially the  basis  of  the  commodity  rates  t — A.  Not  at  all.  I  have  jnat  said  oa  this 
queationof  overalls  that  we  would  tell  the  maaufacturer  in  Atlanta  that  if  it  were  a 
question  between  onr  having  to  reduce  the  whole  classification  all  over  this  territory 
to  the  dfth-class  basis,  and  saying  to  him  that  he  should  nut  ship  to  St.  Lonia,  we 
wonld  be  obliged  to  say  to  bim  that  he  abould  not  ship  to  St.  Louis.  Now,  it  aeema 
to  me  that  answers  that  cjoustion.  We  oan  not  afford  to  reduce  it  all  down  to  the 
eemmodity  rate  basis,  but  we  can  afford  to  haul  it  at  a  uiacb  lower  rate  to  St.  Lnuia 
than  we  ore  banling  It  for,  aud  still  make  some  profit  on  it,  if  it  enables  the  manufac- 
terer  to  do  business.  It  seems  to  me  that  it  ia  precisely  like  a  man's  stork  of  roods. 
He  will  sell  some  of  it  at  5  per  cent  profit,  and  some  at  10,  and  on  some  he  is  ODliged 
tomake40or50, 

Q.  (ByUr.FARqcHAR.)  That  la  honeat.— A.  Tbatistbe  wholetrafflc<iuestionright 

<j.  (By  Hr.  Clabkx.)  Ifyon  had  only  commodity  rates  then,  you  wonld  hardly  be 
able  to  do  business  T — A.  If  we  reduced  all  the  rates  down  to  the  lowest  rate  basis, 
commodity  rate  basis,  we  would  go  into  bankruptcy. 

Q.  Then  the  commodity  rotes  are  remunerative  only  as  an  exception  to  the  ralef — 
A.  They  are  remunerative  as  additional  buainess — for  increased  traffic. 

Q.  Do  yon  have  any  other  shipment  contracts  with  any  steamship  companiest — 
A.  You  mean  for  the  Southern  roilways. 

Q.  Yes. — A.  They  have  their  trafSc  arrangements  for  dividing  the  rates  on  per- 
entatres.    You  mean  coastwise  steamship  oompaniesT 

Q.  Ho,— A  Oh,  I  do  not  know  of  any  contracts  with  transoceanic  lines.  There 
may  be;  I  do  not  know  anything  abont  that. 
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Q.  (By  Hi.  Farquuar.  )  Ib  it  a  fact  that  tbe  great  Sonthem  nuurofitctnren  and 
pioducflra  of  iron  and  steel  and  coal  there  got  their  start  from  disciim mating  rates, 
commodity  rates  f — A.  The;  got  their  sturt  from  onr  joining  with  them  in  meeting 
thd  competition  oiiteide  of  their  territory,  bnt  we  did  not  lednce  the  rates  cone- 
Bpondinslf  on  i>n  the  iron  products  coming  into  the  territory.  To  illnetrate:  The 
Peninsnlar  Stove  Works  at  Detroit  wonts  a  lot  of  pig  Iron,  and  they  say  they  are 
Coiii);  to  get  it  where  it  suits  them  best.  The  furnaces  of  Binningfaam  have  to  enter 
into  competition  with  the  Hahoning  Valley  furnaces  and  the  Pennsylvania  furnaces, 
and  in  order  to  enable  them  to  do  that  the  Bon  them  roads  make  tbem  a  rate  bb  low 
as  $1.50  a  ton  trom  Birmingham  to  the  Ohio  Kiver,  btit  not  less  than  what  it  costs, 
them  to  handle  it.  They  still  think  they  made  a  little  profit.  Tbe  pig  iron  is  made 
up  into  stoves  and  shipped  back  to  Annieton  or  BirminKham,  If  it  oame  to  a  qoee- 
tioD  of  hanlrng  all  iron  in  that  territory  on  the  pig-iron  basis,  or  telling  the  pig-iron 
fllmacee  to  close  np,  they  wonld  hare  to  Bay,  "Gentlemen,  yon  will liaTS  to  shat 
down  yonr  furnaces.  We  are  not  going  with  out  eyes  wiile  open  into  baakmptoy, 
and  that  is  what  this  would  mean.'"  There  is  one  feature  In  this  whole  thing  that  It 
seems  to  me  we  always  ought  to  keep  before  ns.  The  inakingof  a  oompetltive  freight 
rale,  mind  I  say  competitive,  is  subject  to  precisely  Ike  snine  oonilitious  as  tbe  price 
of  the  thing  unshipped.  You  meet  competition  if  yon  have  to,  and  the  maker  and 
the  carrier  join  in  »  partnership,  and  both  are  helped,  and  uobodv  is  bart,  except 
the  mnn  who  would  huve  done  hnsiness  from  eoino  cither  point  of  abipmeat,  possibly. 
The  shipper  is  not  hurt,  the  carrier  ie  not  hurt,  tbe  user  or  consomer  is  not  nurt,  and 
that  is  the  plan  on  which  the  Internal  commerce  of  this  country  has  been  developed. 

Q.  (By  Mr.  RiPLEV.)  Is  it  not  true  that  there  has  been  a  very  great  inoreaae  in  the 
number  of  these  commodity  rates  In  recent  years  t — A.  They  are  on  the  increase. 
Yonr  mean  in  our  territory  I 

Q.  In  your  territory. — A.  Thoy  are  on  the  increase. 

Q.  Quite  rapidly! — A.  They  are  increasing  right  along,  and  nsnally  tbe  ineraaaa 
is  on  some  new  article  of  manufacture.  There  ia  a  concern  in  Atlanta  J  nst  Starting  in 
the  manufacture  of  rugs.  How  in  the  world  they  do  it,  I  don't  know.  They  bring 
the  wool  from  Philadelphia,  and  mnke  it  into  rugs,  and  then  they  ship  them  ont  West. 
The  secretary  of  that  concern  talked  with  me,  and  he  probably  hasaaked  for  a  line  of 
commodity  rates  on  his  products  from  Atlanta,  not  to  points  right  around  there,  bnt 
to  points  out  West  where  he  was  reaching  out  into  that  territory, 

(j.  Yon  spoke  sometime  ago  of  the  rates  upon  piu  iron  as  compared  with  manu- 
factured products.  Do  I  undemtand  you  to  say  at  the  present  time  that  the  rate  on 
pig  is  lower  than  the  inannfiictured  iron  f— A,  What  1  meant  was  this :  That  we  make 
lower  rates  on  pig  iron,  and  for  that  matter,  on  other  products  of  iron  from  all  points 
in  the  South  to  points  outside  of  that  territory  than  we  do  on  all  iron  prodncto 
coming  into  the  territory.  For  the  cast- iron  pipe  people  at  Bessemer  and  AnnlstOD, 
we  make  rates  on  their  ]>ipe  out  to  Ohio  and  all  that  Western  oonntary,  and  Eaet,  ftt 
abont  tbe  same  rate  as  pig  iron. 

Q.  (ItyHr,  Kbnnrdy,)  Yon  cannot  make  It  lower  onteide  of  yonr  olaaeiflcfttlmt 
bouiidariea  can  yon  f — A.  As  fur  as  we  reach .  We  make  them  through  to-New  York 
and  Boston,  ami  to  the  OhioKivrr  when  going  to  the  Western  territory. 

Q.  (By  Mr.  KiPi.KV.)  However,  there  have  been  times  when  the  rat«s  on  pig  iron 
was  higher  than  the  rate  on  manufaotnred  ironi — A.  Yes;  that  was  true  once,  and 
it  came  aboat  in  this  way.  There  was  a  time  some  years  ago  when  they  mode  the 
coat-iron  pipe  rates  from  Ibn  Birmingham  diHtrict  to  the  Ohio  River  the  same  per 
lOOpouada  as  pig  iron.  You  see  that  made  it  read  less  per  ton  becanse  cast-inok 
pipe  is  2,000  pounds  and  pig  is  'J,2S8  pounds  per  ton. 

Cj.  Kight  there,  in  that  same  connection,  is  it  not  true  at  the  present  time  that  tlie 
ratesoncottonmaunfai'tiiresari!  lower  than  the  rateson  raw  cotton f— A.  Yes:  inaome 
cases  they  are.  They  ore  hi^riier  and  lower.  The  rates  are  not  made  with  relation  to 
each  other,  but  it  is  a  fact  tlmt  the  cniton  rates  from  the  South  are  in  aome  c««ea 
higher  than  tbe  i  ites  nn  the  factory  products.  As  I  say,  they  are  not  made  wltii 
relation  to  each  other;  they  are  made  on  a  different  basis. 

Q.  Would  it  not  seem  to  introiluce  an  element  of  injustice  between  Northern  and 
Southern  mills  if  the  Northern  mills  have  to  pay  more  on  their  raw  material  than 
you  charge  on  their  mnuiiracturcd  proiluctT — A,  Oh,  in  a  general  way,  yee.  I  would 
Bay  that  the  raw  material  ought  not  to  be  higher  if  it  would  cut  any  flgnre.  I  do 
not  believe  it  cntn  uiur^h  figure,  and,  in  a  general  way,  I  would  say  that  tbe  rate  on 
row  cotton  ought  not  to  be  higher  than  on  the  same  thing  when  ite  value  is  inoreaaed 
by  the  application  of  skill,  or  by  mnnufacture, 

(J.  Kow,  is  there  anything  in  the  nature  of  the  railroad  busineaii  itself  which  wonld 
tend  to  lead  the  carriers  to  bring  into  line  the  raw  product  and  the  manu&otured 
product  for  the  protection  ofthe  .Vew  Kngland  competitor  T~  A.  If  it  had  aiuonnted 
to  anything,  It  wonld  have  come  np  before  this.  Now,  the  New  England  mann' 
tnrers  have  not  raised  the  point,  anil  if  thoj  did  raise  It  and  ncge  it,  I  do  not  ki 

whether  we  would  rwluce  cotton  rates  or  put  up  the  other  thing;  bnt  it  does 

seem  to  have  affected  the  business  oneway  or  tbe  other.     I  do  not  knovr  that  then  ia 
any  necessity  to  rednoe  those  cotton  rates. 
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Q.  I  foQDd  quite  a  littls  coiDnlaiDt  at  Biohmoikl  of  tli«  diffionit;  iutrodnoed  Into 
bn^Dcea  by  reaaon  of  tbe  fact  tnat  all  their  products  coming  In  from  tba  W«st  tu  be 
•hipped  into  the  Carolipa  territory  came  into  Richmond  on  the  offloial  and  tben 
vent  auatta  on  the  Sonthero,  wberaas  the  Weatem  manafaoturer  who  ships  directly 
late  the  Sontb  ships  on  the  Soathern  claaeiflcation  sU  the  way  t— A.  That  is  right. 

Q.  Can  yon  suKfCest  any  way  of  obTiating  that  difflcnlty  by  the  extension  of  the 
nnrform  olBHifloation,  or  anythiiucof  that  Kind f — A.  Well,  ii  does  not  grow  oat  of 
that  trouble.  Tbe  coinplatot  wonld  exist  eren  if  them  were  only  ene  class ifloation. 
It  comeH  about  in  this  way :  The  rates  from  the  West  to  Kichiiiond,  proper,  are  anb- 
jert  to  the  offloial  clasaiti cation — that  is,  the  rates  to  Kiohmond  on  goods  stopping 
there.     The  rates  srs  maile  the  same  as  to  Baltimore.     But  on  throagh  busijieaB 

S)inK  into  tbe  Carolinas,  not  Atlanta,  not  Charleston,  not  Savaimah,  but  into  the 
arolinas  and  a  few  pointe  in  Georgia  throavh  Richniaud,  they  have  what  they  call 
Sroportional  ratee  to  Hichmond,  subject  to  the  soutlieru  classilicatiuu.  It  has  been 
ana  hince  1886.  That  is  whnt  the  Kichmond  people  complain  of.  In  other  words, 
it  isnot  so  mnch  of  a  Dlassilication  oueetlon  an  it  ib  a  rate  question.  If  there  nere 
only  one  ol ossification,  we  might  still  make  a  lower  pronortioaal  late  to  Bichmood 
on  boRiness  goiuK  beyond  thnn  wljeu  it  stops  there.  Take  Cincinnati.  Cincinnati 
to  Riohmond  is  62  cents,  but  the  proportional  rate  on  bnslneHS  going  to  the  CaroUnaa 
la  only  33  cents.     Tbe  claesificstion  does  not  have  moch  to  do  with  it. 

Q.  A  very  important  question  before  this  commission  is  that  of  uniforiu  claatifl- 
catiou,  prescribed  or  not  by  the  Interstate  Comoierce  CommiatiiOD,  bat  in  ao^  case 
a  uniform  clasaifioatiou  for  the  whole  country ;  and  a  large  contingent  of  ahippera 
Id  the  South  complain  at  the  present  time  because  of  tbe  difflcnlty  in  oomputiDf  or 
Terifying  their  rates,  through  llie  existence  of  these  diHerent  plana  of  clasailication. 
In  your  judgment  is  it  possible  or  will  it  ever  be  possible  to  bring  theee  eeTeral 
olaasilloationa  together,  or  to  prescribe  a  single  one  for  the  whole  country  t — A.  A 
great  deal  has  been  said  about  a  proposed  uniform  claseiii cation  to  gorem  all  oTer 
the  conntry.  lu  my  Judgment  that  thing  is  nob  impoattble.  but  I  believe  it  to  be 
impracticable,  and  I  believe  that  if  they  bad  it  they  would  nnd  that  it  did  not  onre 
all  their  ills,  that  ite  value  had  been  overestimated.  I  have  stated  that  I  believe 
tt  would  be  impracticable.  I  will  explain  that.  Ignoring  all  qneations  of  axcen- 
tiou  sheets,  Jnat  let  us  suppose  thst  tnere  are  only  three  general  classifications  in 
the  Qountry  now  without  any  exceptions  to  each.  Suppose  that  it  was  the  duty  of 
tbe  Interstate  Commerce  CommisBion,  or  of  a  general  oommittee,  or  of  this  com- 
iniBsion,  or  any  other  body  to  uniTy  those  thrett  tlaseifications,  and  to  bring  tbem 
into  harmony  and  at  tbe  same  time  not  to  violently  disturb  existing  ratee.  Now 
then  we  would  go  about  it  something  lilce  this.  We  would  take  tbe  official  claaaifl* 
cation  and  the  Western  classilication  and  tbe  tiouthem  classih cation,  and  we  would 
go  through  them  item  by  item.  Wo  wonld  strilie  an  article  that  was  first  in  one 
and  sei'ond  in  the  other  and  third  in  the  other.  To  bring  it  down  still  liner  and 
better,  perhape,  tako  cotton -factory  products.  I'bey  are  first  in  tbe  Western  terri- 
tory, tbey  are  third  in  ofQcial  territory,  and  they  are  to-day  fifth  in  the  Southern 
territory.  Noir,  how  wonld  we  reconcile  thatt  Bear  in  nilnd  that  we  do  not  want 
to  violently  disturb  existiue  rates,  which  are  believed  to  be  about  right.  Well,  tbie 
official  man  wonld  say,  I  do  not  want  to  put  that  ap  to  flrst-clasa,  and  I  do  not 
want  to  reduce  it  to  flftb.  Now,  Mr.  Weetem,  yon  mint  meet  us  half  nay,  uid 
Mr.  Southern  you  uiust  meet  us  half  way.  We  must  strike  a  compromise  some- 
where, and,  if  we  do,  we  will  have  a  complaint  from  everybody  where  we  advance  ' 
rates,  and  we  will  reduce  unnecessarily  in  some  other  cases,  or  else  we  must  start  a 
separate  class.  Well,  chII  that  class  19,  if  you  please,  or  class  36.  When  we  got 
throngb,  there  wonld  be  probably  80  or  tK)  or  100  classes.  Now,  nobody  wants  to 
■ee  anytbing  of  that  kind.  Nobody  wants  any  100  class  olassificstiou.  That  Is  why 
1  Buy  I  believe  it  would  l)e  impracticable.  Fundamentally,  and  more  important 
still.  I  think  la  this:  That  the  unuuCry  is  ho  vast  and  conditions  are  necessarily  so 
nnlilce.  Condttions  are  nut  the  same  in  Maine  as  iu  Calitbrnia  or  Florida.  As 
an  illustration  «f  that:  Sometime  ago  we  established  a  rating  on  treecovers.  A 
man  in  Florida  has  a  patent  there  fur  what  he  culls  a  tree  cover.  It  is  made 
of  canvas,  and  there  is  a  framework  that  folds  up  and  is  put  in  a  package.  It 
is  made  to  protect  the  orange  trees  in  case  a  sudden  frost  is  threatened.  Now 
tbey  have  not  an.vtbing  like  that  in  Indiana;  they  have  not  anything  like  that  In 
oSicial  classilicatiuu  territory;  ami  we  made  a  mui'h  lower  rating,  I  am  satiafied,  on 
that  than  if  it  were  to  govern  all  over  the  United  States,  because  we  wanted  to  pro- 
tect the  oranges  so  we  could  get  tbe  haul  of  them, 

Q.  (By  Mr.  Philups.)  Now,  there  is  one  statement  yon  made  in  regard  to  the 
difference  of  claseifi cations  in  the  different  sections  of  tbe  conntcy  on  cotton. — A. 
Cotton -factory  productaf 

Q.  Yes.  Now,  wonld  there  be  a  reason  why  it  should  be  class  No.  1  and  a  mnob 
higher  rate  in  the  West  than  it  is  in  the  Sonth  and  Eastt — A.  There  is  an  excellent 
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<}.  And  la  there  mnch  dilferenM  on  othei  things  in  the  other  clMrifioationa  in 
theeo  different  dietrictst — A.  The  rate*  nwy  be  hisher  or  lover  in  one  Mction  th>n 
in  «Botlier,  but  here  ia  »  caee  where  the  cUmfioinon  also  difteia. 

Q.  Wall,  the  elaaa  No.  I  in  the  Weat  wonU  be  maoh  higher  than  No.  4  would  bo 
in  yonr  McHon.  would  it  notf — A.  Tea ;  it  would  be  higher  there.  Their  firat-olaaa 
rataa  for  like  diatancea  are  higher  than  oar  foortli-elaaa  ratea,  I  think ;  bat  even  if 
thej  were  not  hixber,  there  would  atill  remain  the  difference  in  the  daaaifleatiou, 
whatever  the  aode  of  ratea  might  be  in  the  differmt  saotiona.  We  are  anppoaing 
that  we  want  to  try  and  hannanlze  thaae  claaaiflcationa.  Now,  the  only  way  we 
ooold  do  that  would  be  to  atart  a  new  claw  for  oottun-ftotory  prodnctfl.  I  do  not 
aee  any  other  way  in  the  world  to  do  it. 

Q.  Bat  if  there  were  no  difference  in  the  ooat  of  hanling,  then  jon  could  make  a 
lower  claosiQcation,  oonldn't  yonf — A.  Oh,  we  woald  not  stop  at  the  coat.  We 
wonid  have  to  consider  all  the  oironmvtancee.    Now,  answering  the  ohalrman'a 

Soeation  as  to  why  cotton-factory  prodncte  onght  to  be  flnt  in  one  seotion  and  third 
I  another  and  fffUi  In  another.  I  do  not  know  aboot  the  Western  territory,  bat  I 
can  nnderatand  that  out  there  it  is  purely  a  conaaming  territory.  They  are  eimply 
dry  goods  to  them.  There  ia  noqnestionof  enoonraging  the  development  or  grow^ 
of  cotton  milis.  It  is  a  simple  wy  goods  propoaition  out  there,  and  they  have  got 
it  first  claea.  The  ofBola]  twrltory  where  th«y  are  third  olaas  la  both  a  prodnoing 
and  a  consuming  territory,  and  the  third  claas,  I  have  no  donbt,  waa  a  compromise 
in  1S8T  when  the;  first  made  and  adopted  the  offleial  olassifloati  w;  a  oompromlae  on 
all  the  rates  the;  had  in  force.  I  have  no  donbt  that  abont  1887  the  New  England 
mills  had  Tory  low  eommoditf  latea  to  tiie  Weat.  It  waa  probably  SO  oenta  to  Chi- 
eaKo,  and  the  third-class  nto  from  New  England  to  Chlcaoo  to-djty  ia  50  eents. 
I  have  explained  as  to  oar  territory  that  we  started  oat  with  sixth  class,  which  Is 
the  lowest  merchandise  class.  That  was  done  to  pnt  these  Sonthem  mills  on  their 
fbet.  We  afterwards  pnt  it  np  to  fifth.  To-day  we  have  commodity  ratea  to  the 
West,  in  competition  with  the  New  England  mills,  which  are  lower  than  fifth  olaaa 
and  actually  even  lower  than  sixth.  We  have  tried  to  fit  the  tariffs  and  olaaatfi- 
cations  to  the  conditions,  and  that  is  what  the  other  fellows  have  done,  I  am 
aatUBed,  in  the  North  and  West. 

Q.  (By  Hr.  ElMifEDY.)  What  will  thev  do  when  there  comes  a  oommnnity  of 
interest  in  all  theae  railroadaf— A.  I  think  it  will  gradoally  level  itself  np  when 
the  codditions  get  alike  aa  to  density  of  traffic  ana  when  each  territory  is  a  pro- 
dneing  aa  well  as  a  oonanming  territory,  tt  will  gradaally  level  itself  ap,  and  I 
think  that  finally,  thonj^  it  may  be  aome  time  henoe,  the  ratea  will  be  as  low  in  one 
aaction  as  in  anotaer.  There  i*  not  any  inherent  reaaon  why  a  road  in  the  State  of 
"' '  '^  "  ''lonid  not  have  abont  the  eame  ratea  aa 

.._....       ,  ...  .    .    -        °  "°d  bnaineas  ace  abont  of  eqaal  den- 

sity, which  eamsaboat  the  same  revenne  per  mile  per  annnm.  There  is  no  inherent 
reason  why  the  ratea  In  Florida  should  oe  higher  or  lower  than  in  California  or 
Maine.     It  is  a  qneatlon  of  commercial  conditions. 

Q.  (By  Hr.  A.  h,  EUsRig.)  Is  it  possible  to  have  a  nnlform  olaasiflcation  all  OTer 
the  United  States! — A.  It  is  possible,  bat  yoo  woald  have  so  many  classes  that  It 
wontd  be  an  impiacttcable  thiag.  Itcanbedone,  thereisnodoabtaDonttbat,  baCit 
might  take 200  olauee — 1  don't  unow;  bat  if  you  were  going  to  pat  everytblngin  the 
eame  olaas  in  all  of  the  three  olassifloations,  and  at  the  same  time  not  Tlolenlly  dis- 
tarbtbe  present  ratea,  it  ooold  be  done  only  by  the  maltiplloation  of  the  nomber  of 

Q.  If  It  eonld  be  done,  wonldltsimptiiy  rates  going  ftom  one  territory  to  anothert— 
A.  It  woald  where  the  rates  are  niade  on  combinations,  aa  we  call  them.  A  oombi- 
□ation  rate  maaDs  a  through  ratos,  made  by  adding  two  rates ;  and  where  you  cross 
these  boandarles,  like  the  Ohio  River  and  the  Hiasiaslppi  Biver,  yon  have  to  make 
a  combination  rale,  Undonbtedlv  it  wonld  be  more  easily  done  if  the  same  olassifi- 
oatlon  governed  ap  to  the  boundary  and  beyond.  But  a  great  deal  of  the  trans- 
boundary  business  is  made  on  throngh  rates  sobject  to  olassifioation  for  example; 
and  from  Pittsbnrg  and  all  torritory  east  of  there  throagb  ratee  to  onr  section  are 

Saveroed  by  the  fioathern  olassifioation.  Yon  go  to  Baffalo  or  Boston  and  ask  for 
le  rate  to  Atlanta  and  they  will  show  yon  a  tariff  with  a  ttirongh  rato  governed  by 
the  Southern  oioasifi cation.  That  ia  done  for  oonvenienoe,  and  done  Mso  to  keep 
the  interior  in  line  with  the  port. 

Q.  (Bji  Hr.  RifLEY.)  I  would  like  to  ask  yon  to  speak  on  the  pecallaritiee  of  the 
Soathern  sitoation  aa  far  as  the  long  and  short  hanl  ia  concerned,  the  existence  of 
water  oompelition,  and  the  difflonltiee  which  the  roads  experience  in  making  ratal 
under  those  ciroamstaaoea. — A.  The  prlnoipal  difference  between  the  rato  systetn  in 
the  South  and  in  theother  two  soieralsectionBof  the  country  is  that  we  have  lower 
ratee  to  what  we  call  basing  and  competitive  points  than  we  have  to  the  small  local 
stations.  Those  oompetltiTe  points  started  ont  with  water  poiute  like  Nashville,  Pen- 
uccla,  Selma,  Angosla,  Savannah,  Charleetou,  and  New  Orleans.  They  begin  there. 
When  the  first  roads  were  bnilt  they  had  to  meet  those  rates.  If  they  did  not  eiaetly 
■neetthaaerateatheypartiaUjrdldsoaodhadtotitthelrtariffstothecondtttoaaasther 
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iband  them.  Later  on,  im  new  roMls  were  built,  n  new  kind  of  oompetition  Bpruig 
np ;  tbftt  ia.  the  comnetltlon  between  rail  carriers.  Here  is  Atlanta,  a  point  of  con* 
BumpttoD ;  nere  ia  Baltimore.    There  ifi  a  syBtem  of  rail  carriere  from  Kichmoud  to 


Atlanta,  aay,  and  another  aet  of  oarriers  from  the  West  to  Atlanta.  There 'n 
petitioa  between  oarrieTS  and  between  markets  that  got  the  ratoe  down  to  these 
large  all-rail  poiota,  where  there  is  no  water  at  all,  and  thone  polnta  have  grown  in 
unmber,  bnt  not  greatly  bo,  from  the  conatiuotion  of  new  roada.  Now,  in  the  South, 
we  have  not  believed  that  we  onght  to  be  called  npon  to  put  down  rates  to  every 
intermediate  poiut,  where  oom^tition  does  not  eiint,  because  we  do  meet  the  com~ 
petition  at  one  of  these  oompetitive  points.  That  is  oar  position  on  the  long  and 
short  haul  clause.  The  only  difference  in  conditions  as  between  Georgia  and  Ohio 
ia  that  in  Ohio  they  had  about  reached  a  flat  fourth-section  basis  before  the  law  was 
ever  passed,  I  remember  asking  Mr.  McL«od,  of  the  Cincinnati,  Hamilton  and  Day- 
ton road,  jnst  after  the  law  went  into  effect,  or  abont  that  time,  how  he  made  grun 
rates  f>om  points  alon^;  his  line  to  tbe  East  before  the  act  to  regnlate  commerce  went 
Into  force.  He  said,  "Well,  of  course,  at  Cincinuati  we  had  onr  rata  fixed  at  87  per 
cent  of  the  Chicago  rate-  Then  we  would  go  out  and  maice  the  first  gronp  of  Bta- 
tions  about  1  cent  higher  than  Cincinnati.  We  found  that  that  was  ahont  aa  high 
BH  we  could  get,  becanse  at  the  next  group  we  would  strike  nuarl;  always  East  and 
West  lines,  and  if  we  made  it  more  than  a  cent  higher  from  a  givt-n  point,  why  then 
we  wonld  And  it  going  some  other  way."  When  he  got  througti,  1  said,  "Thea  yonr 
rates  are  abont  the  same  as  they  were  before  t"  And  be  said,  ".Inst  about."  I  said, 
"Yon  get  just  about  the  same  proportion  out  of  them  t"  And  be  said,  "Just  abont." 
I  had  preTiously  eaid  to  him,  "  How  did  yon  diTide  yonr  rates  when  yon  made  them 
jnst  1  cent  or  bo  higher  than  the  common  pointi"  He  said,  "We  added  that  1  cent 
to  our  common-point  proportion.  After  the  law  was  passed  tbev  all  blocked  their 
roads  ont  so  as  to  give  each  line  not  less  than  150  miles  in  the  division  of  the 
rates."  So  I  said,  "  Your  rates  are  j  net  about  the  same  as  they  were,  and  your  propor- 
tion is  Jnst  about  the  samet"  And  he  aaid,  "Just  abont."  That  country  np  there 
is  BO  gridironed  with  roads  that  they  can  not  make  the  rates  as  we  do  in  the  Suoth. 
The  couditioDs  are  different.  When  we  get  enough  roada  in  the  South  wo  will  get 
to  make  our  rates  as  thay  do  in  the  North;  we  wUI  just  fall  into  it  natnrally. 

Q.  Your  justidcation  of  the  reduction  of  tbe  rates  to  a  competitive  poiut  where 
there  is  either  water  competition  or  the  competition  of  several  roads  would  not  s«em 
necessarily  to  apply  to  points  which  are  not  on  the  water  and  where  railroad  com- 
petition is  not  so  extremef  I  refer  to  places  like  Albany  and  AmerioiiB,  Ga.,  and 
Cordelo.  Those  are  purely  arbitrary  baaing  points,  are  they  not  t — A.  They  ore  not; 
no.  If  one  single  line  at  one  of  these  points  sa.TS  "  we  are  going  to  make  this  a  basing 
point  because  we  believe  it  to  our  interest,"  there  is  competition  and  theothersmnat 
meet  it.  Ton  have  got  to  oompete  not  only  with  sensible  tradic  olticialB  on  the 
roads,  but  with  others  who  are  not  ao  sensible  but  who  are  still  doing  what  they 
believe  for  the  best  iuteresta  of  their  road.  Now,  competition  is  anything  that  com- 
pels a  carrier  to  reduce  a  rate. 

Q.  Does  it  seem  fair  and  juflt  that  the  action  of  one  road  which,  as  you  characterize 
it,  may  not  he  acting  in  the  wisest  way,  in  designating  a  certain  point  as  a  baaing 
point,  and  giving  it  lower  rates  than  the  Biirronnding  district,  shonfd  be  followed  by 
the  other  roads,  and  tbat  thereby  that  partlcnlar  town  should  be  built  up  at  the 
expense  of  the  surrounding  country! — A.  It  is  the  road  that  first  reduces  that 
does  It. 

Q.  And  it  compels  all  the  others  to  do  the  same  thing  I — A.  They  must  meet  the 

Q.  Ia  there  not  a  disposition  on  the  part  of  some  of  the  more  conservative  roads  to 
object  to  the  designation  of  some  ot  these  new  towns  aa  baaing  points! — A.  Undoubt- 
edly BO.  I  do  not  say  that  over^  bssiug  point  onght  to  have  been  made  so,  and  I  think 
some  of  them  ought  not.  I  think  Cordele  is  one  that  onght  not  to  have  been  made 
a  basing  point,  but  one  line  forced  It  and  thought  it  was  going  to  be  to  its  interest 
to  do  BO. 

Q.  Do  von  not,  in  admitting  the  system,  open  the  nay  to  Just  Bach  arbitrary  dls- 
crimiuatlona  between  towna  as  you  have  described !— A.  Why,  yes;  we  make  It 

Q.  And  does  It  not  sometimee  operate  to  the  disadvantage  of  the  more  conserva- 
tive policy  of  the  loada  themselves  T— A.  Why,  nndoubtedly ;  if  a  line  makes  an 
nuneceasary  omnwise  leduotioa,  it  operates  t«  the  actual  loss  of  the  more  conBorva- 
tive  lines. 

Q.  Do  you  aee  any  way  in  which,  either  by  legislatioo  or  by  change  of  policy  on 
the  part  of  the  roads  of  the  South,  this  tendency  to  designate  a  number  of  towns 
arbitrarily  as  basing  points  may  be  stoppedf — A.  It  will  not  be  stopped,  but  it  Is 
going  on  very  slowly,  and  there  is  very  little  more  of  it  now  than  there  was  16  years 
ago.  There  has  b«en  no  tendency  to  rush  into  tiie  thing.  Tliere  itftve  been  very  few 
points  added  to  thoae  low-iate  points. 
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Q.  I  find  a  good  deal  of  dissfttia faction  in  porta  of  the  Sontb,  in  ceTfatin  towns, 
bec&nie  competitive  towns  have  been  thns  deaif^niited  im  b&stng  point*,  on  nbieb 
the  rate*  to  the  whole  Baironnding  conntry  are  baned  and  fixed,  and  there  wems  to 
he  a  ieeling  on  the  part  of  those  town*  thna  diacriminated  aDainat  that  they  ehonld 
be  prot«ctm  in  aome  way  by  the  inteiBtate-conimerca  act  orby  some  other  aKenry, 
by  the  Tailroada  themBelvea,  perhaps. — A.  I  know  there  ta  snch  a  feeling.  T  have 
testified  in  cases  of  that  kind. 

Q.  Can  yon  suKK^t  any  remedy,  or  have  yon  any  to  proposel — A.  I  do  not  think 
they  are  entitled  to  any  remedy.  It  Is  doe  to  competition  and  competitive  rates. 
If  yourednce  all  the  point*  around  there,  that  is  not  competition.  That  is  where  the 
Injustice  may  come  In. 

Q.  Do  I  not  iinileretand  that  there  are  basing  points  where  there  is  no  oompeti- 
tion — points  on  asingleroadf — A.  No;  T  do  not  know  of  any  snch  points.  We  speak 
of  hasinK  poliita  and  competitive  points  anrl  common  points  in  about  the  same  sense. 
1  referred  la  Atlanta,  Macon,  Albany,  Americus,  Selma,  Birmingham.  BirmEngham 
ha*  no  water  competition,  bnt  the  ratps  have  been  forced  down  there  below  the 
Atlanta  baiia  from  the  West.  They  arc  always  lower  than  to  Atlanta  from  the  West. 
In  the  Social  Circle  case  I  think  it  woald  be  a  great  injustice  to  Angusta  to  give 
Social  Circle  the  same  rates. 

Q.  You  say  that  Birmingham  hM  lower  rateaf — A.  From  the  West. 

Q.  Lower  ftom  the  West  tban  Atlanta  t— A.  Yes. 

<{.  Is  it  not  true  that  Birmingham  and  Atlanta  have  the  same  r>t«B  flrom  the 
EMtt— A.  That  is  true, 

Q.  Now,  I  find  great  complaint  at  Atlanta  from  that  condition.  They  say  that  if 
Birmingham  has  the  same  rate  east  through  Atliinta  that  Atlanta  has  the  roads  in 
the  opposite  direction  onght  to  give  Atlanta  the  same  rate  that  Birmingham  has. — 
A.  Not  at  all. 

Q.  Will  you  explain  why  I — A.  Yes.  From  the  East  those  points  have  been 
grouped.  Birmttigham  *nd  Atlanta  have  always  been  In  that  groap.  It  was  a 
oompromlBo. 

Q.  Who  pat  them  In  that  group  T~A.  The  roads. 

Q.  For  whatreaaont— A.  Becausetheyhadagroupbasisi  thatisoll.  Now,ooming 
to  the  adjustment  from  the  West,  Ibe  rates  wore  abont  the  same  to  Birmingham  as  to 
Atlanta.  But  when  the  Kansas  City,  Memphis  and  Birmingham  road  was  bnilt  ft'Om 
Memphis  to  Birmiugliam,  some  12  or  13  years  ago,  why,  the  map  was  chans^ed.  That 
Toadeaid:  "We  are  not  going  to  make  the  rates  fh>m  Memphis  to  Binuingham,  oar 
own  points,  any  higher  than  from  Memphis  to  Chattanooga."  They  finally  com- 
promised on  a  scale  of  figures.  They  made  them  themselves.  They  did  not  compro- 
mise with  other  carriers,  but  they  compromised  with  themselves  on  a  scale  of  figures 
beginning  with  75  cents  first-clnss.  Before  that  it  had  been  9U  cents  first-class,  as  I 
remember.  They  made  it  75  cents  first  class,  and  those  are  the  rates  to-day.  I  was 
with  the  Louisville  and  Nashville  road  at  that  lime,  and  we  endeavored  to  hold  the 
rates  as  they  were  from  the  Ohio  River,  LoiiUville.  Cairo,  Evanavllle,  and  Cincin- 
nati, and  we  did  hold  them  for  a  while.  Finally  one  line  from  one  point  on  the  Ohio 
Biversaid;  "We  will  not  stand  It  any  longer.  We  are  going  to  put  in  a  rate  of  4 
cents  above  Memphis."  This  is  the  t'stahlisbed  diOerpntinl  aud  was  fixeil  by  Jndge 
Cooley's  dccieion  in  1886.  And  tliey  made  a  79  cent  sc»le  from  Loniaville,  Catni,  and 
Evansville  to  Birmingham,  and  those  are  the  rates  today. 

If  Atlanta  is  entitled  to  loner  ratee  from  the  Eust  tlian  govern  to  Birmingham  and 
other  points  west  of  Atlanta,  then  why  is  not  Athens,  (la.,  entitled  to  lower  r»te* 
from  the  East  than  Atlanta,  because  Athens  is  east  of  Atlanta;  and  why,  in  turn, 
would  not  Klberton,  Ga.,  he  entitled  to  lower  rates  from  the  East  than  Athens, 
because  Klberton  is  east  of  Atbensf  Yet  Atlnntri  and  Athens  and  Elberton  all  take 
the  same  rates  from  the  East.  It  ta  simply  this:  Thiit  each  shipper  is,  naturally  and 
properly,  looking  out  for  his  own  interests.  Non,  if  you  scale  the  rates  ont  on  dis- 
tances, regardless  of  gi'ueral  conditions,  commercial  and  otherwise,  which  govern  in 
fixing  freight  rates,  yon  won  Id  make  Anniston  Inwerthan  Birmingham  and  Birming- 
ham lower  than  Montgomery,  wliich  the  Atlanta  man  doee  not  want.  We  Bimpry 
stopped  at  Birmingham,  so  far  as  the  rates  from  the  West  were  concerned.  The 
sitaatloD  at  Birmingham  was  forced  upon  us,  as  already  explained.  We  did  not  go 
farther  than  that. 

Q.  WhynotstonatAtlantaandforoeit  onsomeother  townf — A.  There  was  no  lino 
reaching  Atlanta  which  sought  to  force  down  the  rates  to  Atlanta.  It  was  the  new 
line  at  Birmingham  which  forced  the  mductions  ai  Birmingham*.  That  line,  aa 
already  stated,  was  the  Kansas  City,  Memphis  and  Birmingham  road.  They  said, 
"We  do  not  see  how  we  can  undertake  to  maintain  higher  than  these  figures  IW>m 
Memphis  to  Birmingham,''  and  they  would  nut  maintain  higher,  and  the  rates  have 
■ince  been  continued  on  that  basis,  1  have  told  other  people  just  wliat  I  now  toll 
the  commission,  and  have  insisted,  on  the  witness  stand  and  otherwise,  that  the  oar- 
riera  oonid  fairly  and  fOlly  defend  the  lower  rates  from  the  West  to  »*"n'l*gb""  r- 
than  to  Atlanta. 
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Q.  (By  Mr.  LiTCHMAN.)  ItieeolutloQ  is  forAtUnts  to  build  anotb«ri«Uio»dt — A. 
Atlanta^  rates  are  all  risbt.  Atlanta  ii  growing  faiter  tbon  any  other  point  in  that 
oonntry.  Atlanta  ia  uol  siilTciring  from  l^tght  rktes,  and  sbe  would  DotaolTeit, 
«ltber,  by  bail<1ing  another  railroad.  Sbe  has  ^ot  all  Ibe  railroada  ihe  wantB,  Bir- 
mingham did  not  baild  that  roail  ttom  Memphis,  and  Atlanta  is  not  going  to  bnlld  a 
rooaftom  Uampbls  or  from  tiie  Ohio  R'lvot  to  get  a  reduction  of  ratea. 

Q.  (Ily  Mr.RirLKY.)  la  tbereuot,  however,  amiw  road  beliigproJect«d  to  Atlanta t — 
A.  I  tbink  it  IB  proli)eniat}(?at.  1  think  that  tbeie  difTerent  rates  that  have  been 
heated  and  forgeci  and  welded  anil  T>onnd«d  and  bamniered  into  tbeir  present  shape 
ore  aboot  aa  near  Hgbt  a«  prnctica I  people  ran  make  tbem. 

Q.  Bnt  eommerrial  conilitioTia  niaychangef—A.  Tbeytnay  change  and  ire  will  try 
to  meet  those  conditions.  It  is  onr  bnaineHs  to  watch  that  and  try  to  flx  the  rates 
t«  tit  the  conditions. 

Q.  Here  is  an  example  that  I  sliould  like  to  oak  yon  to  explain,  simply  as  an  llluo- 
tratlon  of  the  HVBtem  In  tbe  Roiitb.  At  Montsomery,  Ala.,  which  is  abont  175  milea 
above  Mobile,  tlie  rates  from  tlie  north  are  all  boned  on  Mobile.  The  combination 
rale  to  Mobile,  plus  tb«>  rate  f^m  Mobile  up  to  Moutgomery,  is  less  than  the  direct 
rate  from  the  nortb.  To  illustrate  spcciticatly,  a  merchant  in  Montgomery  told  me 
tliut  he  shipped  '2  carloada  of  fruit  Jars  from  CrawfordBville,  Ind.,  to  Uoutgomery. 
He  shipped  them  to  Moliilu  and  then  paid  the  local  rat*  trora  Mobile  book,  those 
frnit  jars  going  throngh  Mcmtgorii'ry  on  the  way  out.  By  having  them  hauled  350 
oiiles  farther  be  saved  S7~>  on  tliu  two  chtIk.  Now,  that  is  the  situation  which  I  And 
prevails  in  all  lines  of  bnsiiiesH. — A.  I  can  explain  that.  Far  a  great  many  years 
poAt  tbe  Mobile  and  Ohio  Knilroad  bos  said  tnut  it  would  make  the  rates  from  the 
western  country  to  Mobile  tli«  same  as  to  Now  Orieans.  I  uever  believed,  and  1  do 
not  believe  iion-,  that  it  was  jnatiflabla  or  that  tC  was  neoesaary,  but  that  was 
another  cundilion  Bud  not  a  theory.  That  was  the  condition,  and  the  rates  from  the 
West  to  Mobile  t4)-i1  ay  are  the  same  as  to  New  Orleans;  and  the  rates  to  New  Orleans, 
as  you  may  easily  understand,  are  vury  low  as  against  direct  river  competition.  Now 
It  is  true  that  you  can  take  aume  of  the  rates  to  Mobile,  made  in  that  way,  and  odd 
the  rate  back  and  it  will  rut  tbe  direct  rate.  You  may  naturally  aak  why  a  lot  of 
seuaible  traflio  people  allow  that  thing  to  continue,  and  my  only  answer  is  that  they 
have  found  it  belter  to  Ift  some  busiueas  go  that  way  than  to  reduce  the  Montgom- 
ery rate,  which  they  I'ear  would  carry  with  it  Colombia,  Eufala,  Atlanta, Columbus, 
and  all  those  places.  Hero  is  where  it  bcf^an.  Through  tbepoUcy  of  one  rood  reach- 
ing Mobile,  the  rales  to  thiit  point  were  torced  down  to  the  same  basis  and  held  on 
the  same  basis  as  the  rntes  to  New  Orleans,  where  the  good  Lord  has  fixed  competi- 
tion for  us,  and  where  (ioil's  highway  is.  Now,  that  is  healtliy  competition.  It  may 
have  heen  wrong;  1  think  it  was  wrong.  Colonel  Clarke,  of  the  Mobile  and  Ohio 
road,  knew  more  about  tbe  railroad  business  than  I  do,  and  I  am  sure  he  tboniiht 
he  was  right.  But  through  that  policy  the  condition  is  forced  on  a  man  that  enables 
him  to  ship  down  to  Mobile  and  back  to  Montgomery  at  a  lower  rate  than  he  conld 
have  shipped  direitly  to  Montgomery  for. 

Q.  Why  sbnuldu't  they  haul  It  and  stop  it  and  claim  the  same  ratet — A.  Bocaaae 
they  need  to  do  that  aoil  they  found  that  gradnally  the  agents  were  hnnting  combi- 
nations. Now,  they  have  stopped  that,  and  they  say  that  any  shipper  at  Mont- 
gomery has  a  perfect  right  to  ship  to  Mobile  and  reship;  bnt  if  ha  does,  they  will 
not  give  bini  a  bill  of  lading  to  Montgomery  at  lower  than  their  published  legal  rale 
died  with  the  Interstate  Commerce  Cummieslou. 

Q.  My  point  ia  tills:  Why  not  change  that  combination  to  charge  what  it  costs  to 
Mobile,  pluH  the  rate  hack,  bnt  not  go  through  thefarce  of  hauling  the  freight  down 
175  miles  and  haiiilug  it  backl— A.  It  might  came  down  auutber  way.  Itdoea 
not  necessarily  go  through  Montgomery,  but  it  is  given  to  Mobile,  and  it  is  taken  as 
a  Mohile  shipment,  and  tbe  Montgomery  man  muHt  have  bis  arraugements  to  have  it 
reship  ped. 

(j.  I  find  that  Atlanta  nfaippers,  for  instance,  claim  that  they  can  very  much  mora 
obeaply  condnct  their  bnsineSB  by  establishing  houses  or  agencies  at,  we  will  say 
Mobile,  or  possibly  Cbarlestim,  certainly  at  Savannah,  for  the  distribution  of  goods, 
while  the  center  of  their  business  is  at  Atlanta.  In  other  words.  Instead  of  bringing 
the  goods  into  Atlanta,  it  is  better  to  stop  them  at  Savannah  and  distribute  tnem 
irom  thatnolnt  on  account  of  tbe  high  rates  to  Atlanta.  In  factoneman,  an  impor- 
tant mercaant  nt  Atlanta,  made  tbestatenient  tome  that  there  was  a  strong  tend* 
ency  on  the  part  of  all  the  .inbhers  in  that  city,  by  reason  of  tbe  freight  rates  in 
force,  thns  to  establish  brnnrh  hnusea  at  Savannah  and  not  to  ship  tbeir  goods  Into 
Atlanta  at  all.  Ia  not  that  likely  to  operate  to  the  disadvantage  of  a  city  like 
Atlantaf~A.  1  had  not  heard  of  any  warehounea  at  Charleston  or  Mobile.  There 
are  four  or  five  or  more  concerns  in  Atlanta,  with  their  headquarters  and  iiHnclpal 
JmsinesB  at  Atlanta,  which  have  locuted  warehouses  in  Savannah  in  order  to  get  the 
benefit  of  the  lower  rates  to  Savannah,  made  via  ocean  rentes,  and  then  to  reship 
Inland,  nuttotbeeutire  inland  territory,  but  to  such  territory  as  they  can  reach  ftom 
Savatinali,  at  a  better  total  oombinml  rate  than  the  rate  into  Atlanta,  pins  tbe  rate 
from  Atlanta.    Now,  as   to  how  much  of  that  is  being  done  or  bow  mnch  wll 
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finally  b«  done,  I  do  not  know.  If  it  oomea  to  piM  that  Atlanta  commence*  to  do 
all  its  bnaiDesa  at  Savannah,  it  will  be  up  to  the  loada  to  decide  what  they  will  do 
abont  it,  becHiiBO  there  am  eume  roads  that  haul  Atlanta  bueineaa  that  do  not  lee 
any  Savannah  business.  They  are  all  looking  after  tfaeil  own  varione  Interoita,  and 
they  are  watching  as  closely  as  they  know  now.  Now,  if  that  bneineaa  grows  to 
BQfflcient  volume,  it  may  force  a  redaction  to  Atlanta,  and  finally  it  may  force  a 
rednction  to  all  interior  points. 

Q.  I  know  that  one  jobber  told  me  that  by  threatening  to  establish  a  branch  hooM 
at  Bavaunah  he  had  been  able  toforce  a  particular  rood  to  grant  him  aredooedrato 
to  Atlanta.^A.  Msyiie  be  wm  mistaken  about  that.  I  tblnk  Mr.  Charles  Conklin, 
when  be  got  hie  coiiiniodity  rate  on  tin  plate  east  and  weet,ased  as  aaargninenttbat 
if  thev  did  not  give  it  to  him  bewonld  move  his  worksto  Savannah  and  get  hi*  plate 
there  Dy  water.  How,  whether  that  induced  them  to  do  it  or  not  1  do  not  know.  I  did 
not  think  they  onght  to  make  a  rate  oe  they  did  at  the  time,  and  I  do  not  think  so 
yet,  for  this  reofon,  thnt  the  rute  liae  not  been  need  for  maiiDfacturing  pnrpoeee.  He 
ships  a  great  deal  besides  manufactures.  I  didnot  think  the  rate  oagbt  to  have  been 
made;  but  if  it  had  not  been  made  and  that  gentlemm,  whoever  he  wae,  bad  moved 
toSavaanahandeetabliBbedhiBmanafoctorytheTe,aDdthatM)rt  of  thing  abonld  go 
on  increasing  and  the  monufactnreis  at  Atlanta,  Cbattanooga,  and  other  points 
should  find  after  a  time  that  they  conid  not  do  bnsineaa,  why, It  might  come  to  the 
roods  to  say  that  they  wonid  pnt  the  rates  down  or  wonld  do  Jnat  what  the;  thought 
waa  for  their  own  interest. 

Q.  Yon  have  spoken  thns  far  an  If  there  were  effeotive  oompetition  lietween  these 
several  roads.  Is  it  not  tme  that  there  is  a  strong  tendency  toward  an  amaleam*- 
tion  of  these  roadsf  Jn  other  words,  is  not  the  Central  of  Georgia  controlled  by  the 
Soathemroad,  aud  are  not  a  numberof  other  roads,  snchaa  the  Nashville,  Chattanooga 
and  St.  Louis,  controlled  or  owned  by  what  is  called  the  Southern  system  t  Is  there 
not  a  tendency  on  the  part  of  all  these  roada  to  go  into  common  hands,  so  that  the 
competition  that  waa  effective  protection  to  the  public  baa  ceased  f — A.  There  is  enr- 
rent  history  enough  as  to  the  consolidation  that  la  going  onr  What  the  final  outoome 
will  be  T  do  not  pretend  even  to  surmise.  1  do  not  believe  any  of  ns  can  tell  now. 
But  as  long  as  there  is  healthy  competition  between  two  or  three  or  more  roads  for 
any  particular  traffic  this  consolidation  is  not  going  to  hurt  anybody, 

Q,  (By  Hr,  Pbillifs.)  Howmany  miles  atpresent  are  controlled  by  Hr.  Speooer's 
present  Southern  systemf — A.  The  Bouthem  system  hoe  over  7,000  milea.  Iforget 
the  exact  mileage. 

Q.  How  many  miles  are  there  ontside  of  that  system  controlled  by  individual  cor- 
porationsf — A,  Well,  our  last  monthly  statement  showed  over  29,000  miles.  I  forget 
exactly.  They  haveoverT.OOO.  Onr  committee  expenses  are  apportioned  on  mileage 
basis,  and  they  pay  a  little  over  20  per  cent. 

q.  (By  Hr.  KiPLBr.)  Does  that  control  the  Central  of  Georgial— A.  That  doee 
not  inolude  the  Central.  That  la  managed  separately,  and  Is  a  strong  competitor  of 
the  Southern,  and  each  line  la  working  aa  hard  for  the  bnainess  as  if  tney  ware 
deadly  enemies.  Now,  how  much  harmony  of  polioy  among  the  owners  there  may 
be,  I  have  no  idea  in  the  world ;  but  in  actual  daily  practice  if  a  man  wants  to  abip 
from  Atlanta  to  New  York,  the  Central  man  does  not,  by  any  means,  get  out  of  tho 
way  until  theSoutborn  tuan  can  get  the  shipment.  ThemanagemeDtueluu'gedwitlt 
the  making  of  rates,  tlie  solicitation  of  bualness,  and  there  is  the  same  general 
buatliugfor  it  Just  as  tliough  there  were  an  absolatoly  separate  and  distinct  organi- 
sation and  ownership,  as  well  as  management. 

Q.  Is  it  likely,  however,  that  they  can  oontinue  this  competition  with  the  South- 
ern I — A.  I  think  so,  until  they  are  aotnally  taken  In  under  one  management  and 
have  the  same  traHlc  officials.  I  have  known  traffic  offloials  on  different  divisions 
of  the  same  rood  to  computo  with  each  other,  each  looking  out  for  the  interests  of 
hia  division.  As  long  as  you  do  not  have  them  under  one  management  you  will 
have  competition. 

Q.  lan't  it  the  simplest  thing  In  the  world,  however,  to  extond  the  single  manafce- 
meot,  as  far  as  the  traffic  officials  are  concerned,  over  an  abaorbad  rood  T— A.  Oh, 
yes;  very  simple.    It  ia  done  by  a  circular. 

Q.  SuppuHe  the  Southern  System  controls  at  the  present  time  a  miOority  of  the 
atock  of  the  Central  of  Georgia  and  that  the  Central  of  Georgia  controls  in  turn  two 
or  three  other  eiuaUer  roods.  It  would  require  merely  the  issue  of  a  circular  to 
extend  the  t raffle  management  of  the  Southern  over  the  entire  group,  wonld  it  notf — 
A.  Well,  they  wonld  have  to  take  it  into  ownenihip  tirst.  But  what  I  meant  waa 
that  there  is  tio  practical  diOloulty  in  extending  Jurisdiction  of  the  traffic  offlcial 
over  a  new  rood  any  more  than  over  a  branch  line  that  is  completed. 

Q.  (By  Mr.  PHiLura.)  la  there  a  tendency  to  further  combinel — A.  I  think  there 
ia;  I  think  they  will  divide  into  groups.  I  make  the  point  right  here  that  1,  oa  a 
railroad  employee,  am  just  as  much  interested  in  that  proposition  as  anv  shipper. 
Whenever  there  ceasea  to  be  competition  for  John  Doe's  baeuiess,  there  will  cease  to 
be  comnetitian  for  my  services.  Now,  It  seems  to  me  that  we  are  approaching  the 
time  when  there  will  be  5  or  6  separate  systems  in  the  South.    They  may  all  work  in 
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way  thejr  will  malDtaiii  ratea.  In  a  gemiral  way  tbey  may  take  Bonm  sort  of  ao- 
tlou — eome  conoertwd  action — with  reapMt  Id  legiBlfttion  or  litli^Iion,  or  what  not. 
As  long  as  there  Is  actJTe  oompetition  (and  there  will  be  active  competition  aa  long 
BB  the  roads  are  nnder  separate  man  agementa)  between  2  or  3  of  these  roads  at  a  point, 
I  have  no  fear  for  the  fntare.     I  believe  that  m;  services  will  be  in  demaDd  for  what 


they  are  worth,  and  that  there  will  be  the  same  kind  of  oompetition  for  the  n; 
ehanta'  and  the  mannfacturete'  ■hlpinenta,  too,  and  I  do  not  feel  at  all  alarmei] 
this  consolidation.     To  a  oertain  extent  it  is  perfeatl;  uatnral  and  proper.     The  eon- 


tinning  of  a  di^ointed  lot  of  little  lines  under  separate  interest*  or  managements 
bae  not  anything  to  reeommend  it. 

Q.  (By  Hr.  Biplky.)  Did  not  the  Loniaville  and  Nashville  and  the  Sonthem  Sys- 
tem eome  together  injaat  that  way  that  yon  describe  I— A.  They  compete  at  a  great 
many  points.  They  are  strong  eompetitorti.  There  is  absolately  no  merger  or  com- 
mnni^  of  interest  abont  their  management  that  I  can  tee. 

Q.  'Hie  absorption  of  the  Loniaville  and  Nashville  by  the  Sonthern  System,  or  by 
a  system  like  the  Pennsylvania,  which,  it  is  reported  in  the  Sontb,  is  looking  at  the 

troblem  of  parchasing  both  the  Soatberu  and  the  Lonieyille  and  Nashville,  would 
ring  all  Interests  together,  would  it  iiotT— A.  Well,  if  they  could  be  cuusolidated, 
after  a  while  there  would  be  no  competition,  and  I  do  not  want  to  see  that  oome.  I 
think  It  will  be  a  bad  thing  for  the  roads,  as  well  as  fur  everybody  else.  I  honestly 
believe  that  flaal  consolidation  and  removal  of  all  oompetition  would  be  Just  as  baa 
for  the  roads  as  anybwly  else. 

Q.  What  would  be  the  evil  effeott— A.  Pablic  opinion.  That  is  eometbing  that 
the  roads  can  not  afford  to  Ignore. 

Q.  (By  Mr.  LiTCHMAir.)  Doyoa  think  that  after  that  consolidation  had  taken  place 
the  public  woa Id  begin  to  ask  who  should  run  the  combination! — A.  The  pnbllo 
woald  find  same  way  of  giving  expression  to  its  dissatisfaction ;  and  no  one  of  us, 
railroads  or  anybody  else,  oau  atTord  to  ignore  that.  What  shape  it  would  take 
nobody  can  guess.  It  is  too  remote.  This  gigantic  combination  and  consolidation  is 
an  entirely  new  condition,  I  do  not  know  of  anything  like  it  in  the  history  of  the 
world.  What  the  final  outcome  will  be  woald  be  giiesBwork,  and  what  the  people 
might  do  would  be  guesswork.  Bat  1  do  not  believe  it  would  be  a  good  thing  for 
all  the  railroads  of  the  United  Stateji  to  be  under  one  management.  I  do  not  believe 
it  would  be  a  good  tbingfor  the  roads  themselves,  or  anybody  else. 

Q.  (By  Mr.  Ciarke.)  Do  yon  think  it  would  be  a  good  thing  to  have  a  very  few 
great  systems  which  woold  compete  with  eaoh  other  f — A.  I  think  probably  to  a  cer- 
tain extent  that  would  be  a  good  thing  for  the  public  and  for  the  roods  themselves. 
As  I  stated  before,  np  to  a  certain  point  consolidation  is  perfectly  natural  and 

{iroper.  Take  the  Southern  Railway,  for  example.  I  have  counted  over  50  original 
tnes  in  that  system.  The  system,  as  it  is,  may  be  unwieldy  and  it  may  not;  I  do 
not  say ;  but  why  should  rates  have  to  be  made  over  three  or  four  roads  to  get  from 
Washington  to  Atlanta!  Isn't  it  belter  for  there  to  be  one  system  fVnm  Washington 
to  Atlantaf  I  do  not  see  that  the  public  need  leai  their  dividing  into  groups  until 
they  reach  a  point  where  there  ceases  to  be  groups  and  it  becomes  a  group.  They 
may  gronp  the  whole  system,  I  do  not  believe  that  would  be  a  good  thing.  Taking 
oni  own  territory  down  there,  it  seems  to  me  that  if  thfv  should  have  5  or  6  systems 
in  the  country  east  of  the  Mississippi  River,  there  woold  be  plenty  of  competition. 

Q.  Do  yon  recognize  discriminations  as  an  evil  to  the  pablic  as  well  as  to  the  ratl- 
rosidf — A.  Yoti  mean  nnJaBt  discriminations  T 

Q.  Yes;  I  mean  baddiscHiiiinBtions.— A.  Well,  I  think  that  some  few  unfair  dis- 
criminations will  always  arise ;  tbey  are  bound  to  arise  from  the  nature  of  the  bnsl- 
neas,  the  mnltitade  of  the  transaotiouH,  the  tmmeusity  of  the  thing.  Why,  there  are 
bound  to  be  nnjnst  discriminations,  though  not  intentional,  perhaps. 

Q.  Are  they  not  likely  to  be  very  much  diminished  by  the  community  of  interest 
found  in  one  system f— A.  If  yon  refer  to  rebates  and  that  kind  of  discrimination,  T 
think  so.     They  are  likely  to  be  diminished  by  consolidation. 

Q.  When  a  merchant  knows  that  he  is  eotting  the  sHme  rate  as  his  oompetitor,  is 
it  not  to  the  advantage  of  tradef~A.  Unquestionably;  and  to  the  advantage  of 
morality. 

Q.  (By  Mr.  Bipley.)  I  wonid  like  to  bring  np  for  disonssion  the  so-called  dis- 
orimination  of  rates  against  Charleston,  a  case  which  was  argued  before  the  Inter- 
Mate  Commerce  Commission  abont  2  years  ago  and  npou  which  a  deolsiou  has  not 
yet  been  rendered.  I  bring  that  up  simply  in  order  that  yon  may  use  it  asa  basis 
for  a  discussion  of  the  system  or  rate  making  in  the  South.  The  compaint  of 
Charleston  before  the  Interstate  Commerce  Commission  la  that  it  is  nnfatrly  dis- 
criminated against  by  rates  from  the  West.  The  rate  f^om  Chici^o,  1  belieye, 
tbruagh  Aaheville  to  Norfolk  is  72  centi^  whereas  the  rate  from  Chicago  to  Ashevllle 
and  from  Asheville  to  a  point  an  eqnol  distance  down  is  $i:J6.  That  great  disorlmi- 
BOtloa  against  Charleston  prevents,  so  they  claim,  the  growth  of  an  export  trade  ia 
any  way  equal  to  the  growth  of  the  export  buBin«w  at  Norfolk.    I  should  like  to 
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Msk  yon  if  joa  could  explain  ihe  djatem  on  which  the  rates  fTora  the  West  to  Noi- 
folk  and  Charleston,  reapectivelj,  are  made,  and  the  jaatili  cation  tlie  roads  fiud  for 
tho  very  much  higher  rate  of  $1.35  as  afcainst  72  cents  I — A.  The  simple  answer  is 
that  they  maintain  as  high  rates  U>  hotb  points  as  they  cao.     That  i»  all  thrru  is  of  it. 

Q,  Does  it  not  seem,  however,  that  tbere  shonld  be  some  hual  court  of  last  resort 
which  should  eqnalize  in  some  way,  either  np  or  down,  the  rates  of  those  two  cities  t — 
A.  We  have  a  court  like  that  now.  We  have  our  final  coort.  If  jouioeau  some  tri- 
bunal that  should  decide  Immediately  wbetber  or  not  Charleston  is  heint;  unjustly 
discrimiuBted  against,  I  believe  I  answered  that  question  this  moruiuji  in  a  f;eueTa1 
way.  But  as  to  that  Charleston  r.  Norfolk  rate  qaestion,  it  is  perfectly  Himple. 
neyBBtetoi»>&higb  TsMs  to  each  point  as  they  cao.  The  fact  that  oue  road  does 
a  little  busiDesetbrongbAiftvnUacutH  no  figure  whatever.  It  mi^bt  withdraw  from 
the  Norfolk  business.  It  does  not  bani  enniigh  huaiuew  ftom  Cbicaffo  to  Norfolk  to 
pay  foiaxte  rrease.  The  rates  to  Norfolk  are  the  sanw  ■«  the  irunk-llue  rates  to 
Baltimore.    The  rates  to  Oharleston  are  maintained  ashigh  as  they  r«B  be  as  against 

the  rates  through  Baltimore  and  thence  rta  ocean.    They  i!o  not  fiillj  f  IhaiM  i 

eompetltion,  biitthey  approximate  it.  Butberuis  the  gcrioiis  point  about  Charieston, 
If  yon  voluntarily  rednce  Charleston  ho  astopiit  it  on  the  Norfolk  basis,  howare  you 
goinK  to  refnse  to  reduce  Aagiista,  Macon,  Atlauta,  nod  all  Ibese  pointsi  They  are 
still  higher  than  Cfaarlestou.  Chicago  to  Atlanta  is  liicbertbunCbicagotoCbarleston. 

Q.  Atlanta  is  not  as  remote  by  a  coDsiderabte  distance,  however,  is  itl^A.  It  la 
not  BO  far  and  yet  the  rales  ore  higher.  Now,  onr  deleuse  to  the  Atlanta  man  is  that 
we  maintain  Charleston  as  hiffb  as  we  cau  muintain  it.  We  can  not  put  it  up.  A 
neat  deal  of  the  busiuEss  is  goiug  dowu  by  ocean  now  at  the  preeent  rate.  But  if  we 
shoald  Kivo  Charleston  the  same  rates  as  Norfolk,  we  would  have  no  moral  defense 
on  eartb  for  holding  up  the  rates  to  these  interior  points. 

<j.  You  have  already  admitted  that  you  do  not  conform  to  the  long  and  short 
banI  clause.  Why  need  you,  then,  by  reducing  Cbarluxtou  also  reduce  Augastat — A. 
I  said  voluntarily.  If  we  volnntarily  put  down  Charleston  because  some  other  place 
having  tmnk-line  competition  is  lower,  what  moral  defense  could  we  have,  leaving 
ont  the  question  of  legal  derense,  for  not  also  rednciDg  Macon,  Augusta,  and  Atlanta, 
otcf 

Q.  Have  yon  not  the  same  moral  defense  as  elsewhere  throughout  tbe  SonthT — A. 
Not  at  oil.  Where  we  have  a  lower  rate  to  a  farther  point  there  is  some  sort  of  com- 
petition at  the  point  beyond  which  has  forced  it  ilowu.  It  does  nut  make  any  dlH'er- 
ence  whether  it  is  a  wagon  line  or  a  steamboat  tine  or  a  rail  line  or  what. 

Q.  But  if  itisarailroad  whose  action  is  unreasuuable? — A.  It  makes  no  difference. 
Anything  that  forces  down  a  rate  is  competition. 

<i.  Is  it  exactly  safe  for  a  community  to  trust  to  that  policy  f — A.  We  believe  it 
is.  The  roads  are  looking  after  their  own  interest  in  this,  and  in  doing  that  they 
arc  looking  after  the  interest  of  the  towns  along  the  road.  What  baa  brought  about 
this  relative  adjustment  in  that  country  f  It  has  been  arbitration  and  warfare.  It 
has  been  molded  into  that  shape.  I  venture  to  say  if  a  proposition  were  made  to- 
morrow to  reduce  the  rates  to  Atlanta  some  line  would  insist  that  correspondiug 
Tedncttons  should  be  made  to  Macon  and  to  Augusts,  etc. 

Q.  Is  it  not  possible  for  these  roads  to  see  that  tlieir  interests  are  one,  that  this 
friction  which  prevents  wise  adjustmout  in  the  iuteisEt  of  certain  districts  taay  be 
overcomeT — A.  It  is  not  friction.  It  is  competition.  Jt  is  healthy  competition.  It 
briuKS  about  a  fair  relative  adjustment,  an  adjustment  that  the  carriiTs  believe  is 
fair  to  the  patrons  of  their  lines  at  the  points  at  which  they  are  moat  interested.  It 
Is  the  best  kind  of  competition. 

Q.  The  traEBo  manager  of  tbe  Southern  system  desircN  to  reduoe  rates  on  cotton 
from  the  UissiHsippi  Valley  to  Carolina  mill  points  f — A.  Ves. 

Q.  The  instant  he  proposes  to  do  that  the  Miaaisaippi  Valley  roadq  say,  "We  will 
not  permit  that  to  be  done,  because  that  is  taking  business  which  we  haul  np 
through  Cineinnati  to  the  East."  Consequently,  Mr.  Culji  is  prevented  from  grant- 
ing what  he  believes  to  be  a  measure  ot  .jnstice  to  the  Carolina  mill  pointsi— A. 
That  is  right.  The  Mississippi  line  says,  "If  you  reduce  the  fotton  rates  from  Mis 
•issjppi  to  the  Carolina  mills  to  tit  a  new  couditiou  or  demiind  up  there,  it  will  take 
business  away  from  our  lines;  it  will  take  business  away  not  only  from  the  Eastern 

Sinners  throufjh  Ohio  River  gateways,  but  more  especially  the  dealers  or  factors  at 
e  port  of  Now  Orleans;  and  if  yuu  reduce,  we  will  make  corresponding  reductions. 
We  will  have  to  put  down  the  rates."  I  can  not  see  tbat  all  that  la  preventing  a 
fair  adjustment  of  rates  or  tbat  tbat  sort  of  t^ictjon  Is  not  a  good  thing  for  every- 
body. Would  it  be  a  good  thing  to  let  them  reduce  the  ratus  to  the  Carolina  mills 
and  let  the  New  England  factories  be  kept  from  handlinfj  itt  It  seems  to  me  that 
tbe  oarriers,  in  looking  after  their  own  interests,  are  looking  after  the  interests  of  the 
mannfaoturBn  on  their  own  lines. 

Q.  They  are,  on  their  own  lines,  bnt  how  abont  tbe  otbpr  ciimmuuitlest — A.  Is  not 
that  likely  to  bring  about  a  relatively  fair  adjustment  m  the  whole  lerntoryf  Is 
not  that  healthy  competition  I 
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(J.  It  is.  Ab  I  Me  the  eitDatioD,  except  that  each  s^Btem,  wisbiug  to  eotiect  cer- 
tain iLbQBee  in  its  oirti  territory,  what  ie  regards  aa  evils,  la  preveut^  Aijm  correct- 
ing thtise  b;  tbti  iuertia  i>t  rompeiitiDii  of  other  loads'  and  conditious  that  may  be 
iuiquitons  are  pprpetuatrd  because  ul'  this  polling  aud  hanling  Uettveen  conipetiug 
iDlemtta.  Wbenthejallgetti^eiheriDouecoDSulidatioti.oThanuiiuizetbeiriDlercBts, 
maj  thej-  not  reaiijust  the  entire  matterf— A.  Now,  1  know  you  did  not  intend  it,  but 
it  eeenis  to  me  yon  put  it  in  an  extreme  way  when  yoa  saj,  with  refcrnncw  to  the 
cotton  late  to  Carolina  mills,  that  the  propoaitiun  was  advanced  to  cure  any  evil  or 
what  niigbt  bu  aD  iniquitous  evil.  It  was  not  that  at  all,  uor  aia.  Uiaut  "■i"j  stub 
cases,  I  believe.  I  think  that  in  puttiug  tk  ia  SB  oxtnnne  way.  I  think  this  is  a 
fairer  way  to  state  it:  Tbaavwas  a  general  adjustmBut  of  rates  in  the  territory, 
which  included  tb«  cotton  rates  ana  all  other  rates.  It  was  not  made  haphazard, 
nor  aak  Battel  of  caprice.  It  was  made  aa  a  matter  of  judgment  and  arbitration, 
eontroversy  and  war.  After  ho  many  years  it  has  settled  down  into  that  condition, 
and  it  is  very  difiicnit  to  disturb  it.  If  we  voluntai'ily  reduce  Charleston,  so  ae  to 
make  it  tbesame  as  Norfolk,  we  ought  t«  put  down  the  other  points  1  have  mentioned. 
As  to  the  cotton  question,  that  is  a  new  condition.  The  mills  have  multiplied  so 
rapidly  Id  the  Caioliua  territory  that  they  can  not  getsnfflcient  home  cotton  to  meet 
the  demand. 

Q.  (By  Mr.  Prilups.)  Is  it  fair  or  equitable  that  Charleston  and  these  other  cities 
etaould  pay  a  greater  rate  than  Norfolk  f — A.  I  think  it  is. 

Q,  (By  Mr.  Kii-LKY.}  Thedistanoeis  tbesame.— A.  No;  Charleston  is  farther  from 
CbicHKO  than  Norfolk. 

Q.  Not  from  AitaeviUe. — A.  No;  liat  yoamnst  taketheshort  lineevery  time.  The 
roads  that  make  the  rates  are  the  direut  loada — tbe  Norfolk  and  Western,  the  Cbesa- 

Eiake  and  Ohio,  and  tbe  trunk  lines—and  they  make  them  the  same  as  Baltimore, 
altimore  is  a  little  under  New  York,  as  yon  know — 3  cents,  I  believe. 

Q.  The  gist  of  this  whole  argument  is  tobringoiit,  if  possible,  thedegree  to  which 
the  competition  of  competing  carriers  in  auy  territory  may  prevent  the  correction  of 
what  eaob  one  of  thene  carriers  mav  concede  to  be  an  injustice  within  ita  own  terri- 
tory, and  which  it  would  correct  if  it  cunld  act  alone.— A.  It  conid  act  alone. 

Q,  That  means  war.— A.  It  may  mean  war,  but  some  people  in  this  country  think 
thai  would  be  the  very  beet  thinf; ;  that  you  should  price  yonr  transportation  rates 
as  you  iluGotfec  and  sugar.  What  was  the  effect  on  tne  cotton  question  f  The  rates 
are  tower  than  they  were.  There  were  two  conSicting  views  and  there  was  a 
coniprumiBr.  The  arbitrators  told  them  to  meet  halfway,  and  the  rat«s  were  cednced. 
That  is  all  healthy  competition. 

Q.  tint  I  think  yon  will  Snd  that  the  several  parties  to  that  arbitration  still  feel 
that  if  they  had  been  left  to  act  alone  tbey  could  have  granted  a  greater  uieoanre  of 
justice  to  their  patrons.— A.  Yes;  but  it  might  have  been  a  great  measure  of  injus- 
tice to  somebody  else.  The  former  rates  on  cotton  ttom  Mississippi  to  Carolina  mills 
were  not  unjust  rates,  and  hence  the  reduced  rates  are  not  unjust.  So  I  do  not  think 
yon  ouebt  toaay  that  the  fullmeasure  of  justice  was  not  done.  Probably  those  who 
differed  in  their  views  ore  not  convinced,  but  they  have  accepted  the  arbitration,  so 
far  ae  I  know. 

Q.  Come  down  to  this  case  of  Charleston  again.  The  aigument  of  Charleston  is 
that  it  is  the  same  distance  from  Chicago  practically  that  Norfolk  is.— A.  Through 
Ashevillet 

Q.  ThrroghAsheville;  and  consequently  that  it  is  entitled,  perhaps,  not  to  the  some 
treatment  that  Norfolk  Is,  but  thut  at  least  it  should  not  be  subjected  to  a  dlsorimino- 
tion  amouutiug  to  tbe  difference  between  72  cents  and  Jl.'tS.  And  they  applied  to 
the  Interstate  Conimeroe  Commission  some  two  years  back,  although  the  deeisiun 
has  not  been  runaered  ret.  If  tbe  equalization' of  those  two  rates  would  enable 
Charluatou,  as  is  claimed,  to  participate  in  someof  the  export  business  nf  raw  prod- 
ucts from  the  West,  who  is  ^oing  to  finally  decide  that  matter  unless  the  Interstate 
Cnmmeree  Commission  be  given  an  extension  of  its  power! — A.  The  courts  finally 

Q.  Do  yon  see  any  objection  to  conceding  to  the  Interstate  Commerce  ConmiwioD 
the  authority  to  paas  upon  such  matters  as  a  courtf — A.  I  do  not  see  bow  it  can 
pass  upon  these  questions,  as  it  now  does  under  its  present  funotions,  and  then  also 
be  a  court  of  Una!  resort  in  addition  to  that. 

if.  (By  MlPiulups.)  Would  It  be  bestfor  thedecisiontostand  untilrevereedf— 
A.  No ;  It  IB  not  right  to  assume  that  the  railroads  will  do  wrong,  pending  the  final 
decision  of  the  Charleston  ca«e,  and  to  assume  that  the  Interstate  Commerce  Com- 
mission will  do  right.  I  think  it  is  better  to  let  the  roads  go  on  aa  they  have 
done,  making  their  own  rates  subject  to  review  by  the  courts. 

Q.  (By  Mr.  Kiplky.)  If  you  go  to  a  eity  like  Charleston  and  see  the  grass  grow- 
ing In  the  Btreete  and  buBiuess  stagnant,  you  can  not  help  feeling  with  them  there 
should  be  some  remedy, — A.  Ib  there  grass  growing  in  the  streets  down  theret 

<i.  I  saw  plenty  of  it. — A.  It  is  not  on  account  of  tbe  freight  rates. 

Q.  (By  Hr.  Litchham.)  Is  not  the  direct  distance  from  Cbioago  to  Norfolk  lees 
than  the  direct  distance  from  Chicago  to  Charleston  t— A.  Considerably  leea. 
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Q.  Ib  not  tbe  freight  rate  to  Norfolk  iiitul«  hj  the  niitotA  or  tnuuportetioa  liaei 
of  the  shorter  diatance  f — A.  Yei. 

(j.  la  not  the  rate  on  tLe  rente  by  wa;  of  Asberille  fixed  in  »  moaaore  to  compete 
with  the  rate  made  by  the  eborter  llaef— A.  Not  onlj  in  a  maaanre  but  aotnally. 

Q.  Then  that  iH  the  secret  of  the  coDdltioD,  1b  it  notl — A.  Those  are  the  oondittons 
M  to  Korfolk. 

Q,  (By  Mr.  FAiuiUHAit.)  Why  shoald  Chicago  freight  go  b;  tbe  AshevllJe  roDto  at 
alH— A.  I  do  not  know. 

Q.  As  a  railroad  mau,  why  should  it  I — A.  They  do  not  handle  enoDch  to  unoDnt 
to  anything,  and  I  do  not  believe  they  make  mach  money  out  of  what  »iey  dobanl. 
The  Sautfatm  Kailway  Company  and  some  of  ita  conuectiona  have  a  through  line, 
-which  they  vail  the  Aaneville  line,  and  they  pabliab  tariffB  spplying  ftom  Bt.  LoaJa, 
LoniBTilie,  Cfnoinnati,  Lexington,  and  Cairo,  aad  they  have  pat  Chicago  in.  There 
may  be  a  little  money  for  them  in  the  Chicago-Norfolk  buaineas,  bnt  I  do  not  think 
there  ia  mnch,  and  certainly  not  if  they  try  to  compete  for  the  export  bnainme. 
Bat  it  is  Jnat  like  the  caee  oi  a  man  nbo  will  keep  certain  articles  whether  he  sella 
any  or  not.  The  Aaheville  line  doea  not  6i  the  rates  at  all.  The  ratea  are  made  the 
•ame  aa  to  Baltimore.     That  ia  the  fixed  baais. 

Cbarleaton  hne  gone  ahead  very  little  in  the  laat  cenana  decade.  Savannah,  juat 
below  there,  with  tbe  same  rates,  bae  gone  ahead  2S  pet  cent.  Atlanta,  an  inland 
point,  with  higher  ratefl  than  eitherCbarlea  ton,  Norfolk,  or  Savannah,  ha«  gone  ahead 
over  30  per  cent.  I  think  Atlanta  haa  increased  37  per  cent.  That  ia  a  remarkable 
thing.  I  said  recently  that  tbeloneer  I  stayed  in  tbia  tiusiaeas  the  more  I  am  coming  to 
believe  that  freight  rates  do  not  have  much  to  do  with  the  making;  or  numaking  of 
a  commnnitv.  You  can  find  many  itlnatratlone  of  that  fact.  NasEville,  Tetin.,  naa 
better  freight  rates  than  any  other  Inland  city  in  tbe  Bontta,  better  than  Chatta- 
nooga, Birminghum,  Kuoxville,  or  an;  of  tbOKe  poiota,  and  yet  she  baa  gone  ahead 
only  abont  □  per  cent.  Atlanta  had  only  about  66,000  in  1690  and  Naahvllle  80,000, 
wbile  Atlanta  now  has  89,000  and  Noabville  84,000.  Richmond,  with  nndoabtedly 
favorable  freight  rates  (not  beciiuae  tbe  roada  want  to  give  it  to  her,  bnt  becanae 
her  eompetition  gives  it  to  her),  lias  gone  ahead  very  alowly.  Atlanta  baa  paaeed 
her  in  population.  Now.  right  in  the  Atlanta  group  are  the  cities  of  Rome,  Dalton, 
and  Athena,  and  others  that  have  gone  backward,  and  yet  they  have  preciaely  the 
Atlanta  rates.  Here  is  Danville,  where  they  have  felt  ao  atrongly  BDOut  freight 
ratea  for  some  years  (they  make  the  same  complaint  about  Lynchburg  that  Charlea- 
ton  makes  with  reference  to  Norfolk),  tboy  huve  gouu  ahead  about  40  per  cent  in 
population,  whereas  Lynchbnrg  haa  lost  a  few  hnndred  in  population.  Of  eourae,  1 
do  not  argue  that  if  you  want  a  town  to  flourish  like  a  green-bay  tree  you  mnatput 
up  freight  ratea,  but  it  does  look  oa  though  ratea  did  not  maiie  much  difference. 

Q.  (By  Mr.  Litcbmak.)  How  far  haa  tbe  development  of  new  industries  tended  to 
bnUd  np  those  places f — A.  I  do  not  know.  Danville  is  a  large  mannfaoturing  point 
and  has  very  auccessful  cotton  milla.  Ita  backbone  ia  its  tobacco.  Iiyncbbarg  le  a 
good  tobacco  town.  Danville  pays  higher  rates  on  tobacco  than  Lynchburg  does, 
and  Danville  people  may  very  aincerely  aay  that  they  would  have  doubled  in  popu- 
lation if  it  had  not  been  fur  freight  rates,  but  it  doee  not  seem  to  me  that  there  Is 
anything  conclusive  in  freight  rates. 

Q.  Has  not  the  marvelous  development  of  indoatries  in  the  Sooth  had  an  effect 
on  the  increase  of  tbe  population  f — A.  Then  why  should  Danville  go  ahead  eo 
rapidly  and  Lynchburg,  Just  north  and  having  the  same  kind  of  trade,  etandetilM 

Q.  They  have  no  cotton  manufacturing  f — A,  No;  Ido  not  think  thejr  have  built 
any  new  cotton  mills  in  Danville;  hut  in  Asheville  they  have  no  cotton  mills  and  that 
has  increaaed  in  ponnlation. 

Q.  How  fur  baa  tnR  nae  of  Asheville  as  a  winter  reeort  tended  to  Ineraaae  itf— A. 
That  would  have  increased  it  some.  There  may  bo  good  reasons  why  two  twin  oftiea 
like  Charleaton  and  Savaouab,  juata  few  milea  apart, should  difier  so  in  their  growth, 
one  stand  atill  and  tbe  other  go  forward  25  per  cent. 

Q.  (By  Mr.  Clabkb.)  Haveyou  studied  theproblem  with  reference  to  tbe  chang- 
ing character  of  tbe  populations  of  those  respective  placeef — A.  No;  hut  I  wonld 
-"jipoae,  as  between  Lyucbburg  and  Danville,  in  the  same  State,  with  thesame  social 

le  and  all  that,  and  the  same  commodities .■---■--  '-•--! i--i_-.  i — s ;• 

could  not  hav    "  "     . 

still  (and  that  the  lower  rato  point)  while  tLe  other  should  go  ahead  so  rapidly. 

Q.  Ia  it  not  a  fact,  as  a  general  proposition,  that  the  growth  of  towns  depends 
largely  upon  certain  enterprising  men  in  those  townsf— A.  It  might  be  facilitated 
by  freight  rates.  In  other  wortu,  if  a  road  should  set  out  deliberately  to  kill  one 
town  with  freight  rates  and  hothouHe  prucesa  the  other,  it  might  be  able  to  do  it  aa 
against  local  wealth  and  energy.  No  oue  knows  why  Atlanta  is  ae  big  a  town  as  it 
la  or  why  tbe  capital  seems  to  float  in  there.  That  city  ia  conceded  to-day  to  have 
moi-o  fine  biiildiugs  (bun  Louisville  wilh  SO4,0O0  people.  I  am  not  trying  to  get  in 
an  advertisumout  for  Atlanta,  but  it  is  the  fact. 

Q.  (By  Mr.  BiPLEY.)  Yonr  argument  ia  the  same  asthat  of  thellttle  boy,  "Father 


anppc 
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U  dead  aaci  mother  i«  dead  ukd  1  have  irot  to  hnatle." — A.  It  nu^  be.     I>Ook  liow 
Cbioogo  ha«  gone  ahead  of  St.  Lonia.     We  all  remember  the  time  when  thcf  wen 

(Testlmouy  oloeed.) 

Wabhimqton,  D.  C,  Jfay  8,  1901. 

TBgnxOSY  OF  1CB.  EDWAAD  P.  WILSOV, 

Seentvnf  of  varioat  Okio  otnuMTolal  orgtutbatioiii. 

The  c , 

Edward  P.  Wilaon  was  introdnoed  aa  a  witneaa,  ai 
as  followi : 

Q.  (By  Hr.  Riplxt.)  Will  yon  state  your  ooonpatloo,  addreaa,  and  prerlona  expe- 
rience f — A.  Uy  residence  is  Cinolniiatl.  I  act  at  secretary  for  the  National  Assoola- 
tion  of  Hannfactnrers,  for  the  CiuoiDDati  Board  of  Trade,  Bureau  ofTraosportation, 
the  Hannfootnrers'  Clnb  of  Cinoiiiaatl,  the  Merobaats  and  ManufaotnreiB'  Association 
of  Cincinnati,  the  Cincinnati  League,  and  the  Ohio  Valley  Improvement  Association, 
I  have  been  in  this  class  of  business  since  ISBO.  Priot  to  that  time,  from  1S63  to 
1890,  I  was  connected  with  the  trafSo  bnreaa  of  different  railroads. 

Q.  Yon  may  state  one  or  two  of  the  important  roads  in  order  that  we  may  see 
yoar  interest  and  experience. — A.  My  Qrst  service  was  with  the  Loniavllle  and  Hash- 
ville  h'ailroad,  and,  following  that,  with  the  Louisville.  Cincinnati  and  Lexington, 
which  is  now  a  part  of  the  Louisville  and  Nashville;  following  that,  with  the  Cin- 
cinnati Sonthem;  following  tha^  with  the  Chicago  and  NorUiwealem.  I  left  the 
ChicMo  and  Northweatern  In  1690. 

Q.  Ton  have  had  experience  with  a  passenger  business  as  well  aa  freight? — A. 

Q.  The  first  topic  w 

"     '■    -    ' 'tUy 

—A.  CiDeinoatl  has  been  for  the  last  tbree-qnarters  of  a  centnry 
developing  in  growth  and  prosperity  upon  business  with  the  South.  She  was  one  of 
the  principal  points  of  sapply  and  distribution  to  the  South  during  the  old  daya  when 
the  steamers  carried  the  goods  to  all  points  south  from  Cincinnati  and  distributed  via 
river  and  bayou  thron^ont  the  South.  The;  carried  her  goods  there  on  as  good 
terras  aa  they  could  be  carried  from  any  diatrlboting  center  la  the  world;  and  con- 
sequently C^olnnatl  gained  a  prestige  in  Boathem  business  that  she  baa  never  lost. 
But  the  revolntion  wBicb  was  bronght  abont  after  the  civil  war  by  the  conatruc- 
tion  cf  railway  lines  into  the  South,  and  by  improved  service  in  transportation  hy 
rail,  of  all  goods,  threatened  to  take  from  Cinemnati  her  preetiKe  as  a  distributlnK 
center  by  reason  of  better  facilities  being  awarded  to  rival  cities  in  the  nature  ot 
railway  development.  The  Lonisville  and  NashTille  Railroad  was  the  first  impor- 
tant railroad  built  from  the  Ohio  Kiver  into  the  South,  and  as  it  formed  Ite  connec- 
tions tbioQgb  the  Sontb,  natorally  Louisville  woe  brought  into  prominsace  as  a 
distributing  center  and  threatened  somewhat  to  rival  Cincinnati. 

The  fact  that  oommnnication  from  Cincinnati  to  Lonisville  was  for  a  lonz  time 
only  by  river,  and  after  that  by  an  independent  line  of  railroad,  placed  Ctnoinnatl 
at  a.  disadvantage  tn  regard  to  rates  of  distribntlon.  This  caused  a  demonstration 
of  strength  and  power  in  the  constrnctloa  of  her  owo  railroad  at  an  immense  expense. 
At  her  own  expense  she  built  a  railroad  to  Chattanooga,  which  wns  considered  the 
most  Important  stratogic  pointsoath  of  Cincinnati  for  distribntion.  Since  that  road 
has  been  opened  and  its  facilities  thoroDghly  decided  the  position  of  Cincinnati  and 
her  relative  position  to  rates  in  the  South  has  been  very  largely  improved,  but  by 
certain  inSuences  that  I  will  ecplain  later  it  has  never  beui  what  the  people  of 
Cincinnati  connider  themselves  entitled  to  by  reason  of  their  geographic  position 
and  the  rail  constrnctiou. 

About  I8T9  competition  for  Sonthem  bosinese  was  exceedingly  brisk,  both  ftom 
the  Eastern  seaboard  and  from  Westotn  centers  liiie  Chicago,  Cincinnati,  St.  Louis, 
and  LontHville.  The  railrokds  were  independently  handled  and  managed,  and  com- 
petition woa  very  brisk  and  threatened  to  destrov  tbetn  all.  This  condition  natnrally 
brought  about  a  disposition  to  aeree  on  sometniujg,  and  in  the  final  round-up  the 
agreement  was  made  to  divide  hnsineas  and  maintain  rates  and  to  give  to  the  Eastern 
cities  practical  control  of  the  trade  in  mannfaotnred  miscellaneona  articles  which 
bad  their  practli'al  origin  at  that  time  ot^the  Eastern  seaboard,  and  to  give  to  the 
roads  leading  sontb  from  the  Ohio  Kiver  a  good  rate  and  good  trade  in  what  were 
then  Itnowo  as  the  peculiar  products  of  the  West — paokiug-honse  products,  grain, 
and  its  prodncts,  and  the  indirect  prodncts  in  the  shape  of  whisky  and  beer,  ato. 
Those  were  practically  the  staples  in  which  those  cities  had  their  advantages.  In 
addition  to  that  there  was  a  considerable  shipping  trade,  which  was  more  or  less 
affected  by  this  agreement. 

16a — a 
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The  TMolt  of  thB  agreement  woa  to  make  ntea  of  freight  from  the  Ohio  Rtrer 
points  >boat  what  the  roailB  pleaied  on  the  heavr  prodacts,  bat  to  niaiiitain  high 
rat«a  on  the  miscellaDeous  iodnstritd  iirodncts  ana  to  protect  the  Kautera  ahippera 
in  the  enjoyment  of  that  trade  with  the  Bontb,  theit  ontpnt  being  transported  by 
ocean  to  the  Eastern  eeacoaet  and  distribnted  inland  by  the  very  excellent  system  of 
railroads  that  even  then  existed.  It  trill  probably  be  ceniembereil  that  Georgia  had 
more  railroads  than  any  other  State  in  the  United  States  before  the  war,  and  the  Eaat- 
em  seaboard  liad  excsllent  facilities,  eonseqoently,  for  hauling  the  trade  in  miscel- 
laneous articles. 

Now  the  development  of  commeroe  and  the  development  of  the  country  and  of 
agricultaial  prodncts natnraUy  has  been  weutward,  and  toannfactures  of  all  classes 
have  EOne  westward  nntil  the  line  of  the  MiABissippi  Kivor  is  hardly  the  bonndar; 
line  of  the  mauafactnrinir  district  now,  whereas  the  Allegheny  Moontaine  were  the 
bonndarv  line  before.     AH  of  that  territory  between  the  Allegheny  Mountains 


the  Hisslsslppl  KIvbt  is  growing  Into  a  manufacturing  district,  and  every  diversified 
~    '    ~t  of  homan  industry  is  produced  there  and  olfered  for  sale  to  the  8onth. 
Darcely  an  article  on  which  the  rates  are  not  higher  proportionately  to  the 


consuming  section  than  from  New  York  and  New  England,  and  many  of  o 
factnrers  have  been  driven  to  maintain  wflTehonaes  In  Bost«u  and  New  York  for 
dlstributioa  to  the  South. 

Q.  You  mean  they  ship  to  the  waxehouses  and  distribute  from  there! — A.  Yes. 
There  are  certain  articles  stored  In  New  York  and  distributed  by  ocean  and  rail  to 
the  South  that  might  be  sent  ftom  the  footory  direct  if  the  rates  were  not  against 

That  la  ptob*bly  an  extreme  statement  of  the  case,  but,  to  illustrate,  1  woald  like 
the  privilege  of  reading  a  statement  that  was  made  in  1892  to  the  Interstate  Com- 
meroe Commission,  and  which  was  practically  troe  of  bueinexs  for  the  12  years  pre- 
Tions  to  that,  and  practically  true  for  the  business  since,  for  tLere  has  been  no 
material  change  in  the  principle.  Atlanta,  for  example,  is  a  very  inipnrtanl  distrib- 
uting point  South.  I  have  a  table  before  me  prepared  then  showing  the  distances 
fh>m  Cincinnati  and  New  York  to  Atlanta,  the  comparative  rates,  and  comparative 
percentage.  Cincinnati  is  4TG  miles  from  Atlanta  and  New  York  is  SIB  miles  from 
Atlanta  by  rail.  The  distance  from  Cincinnati  is  Si  per  cent  of  the  distance  from 
New  York,  but  the  flrst-class  rate  from  Cincinnati  is  94  per  cent  of  the  New  York 
rate;  the  lecond-claKS  rate  Is  94  per  cent  of  the  New  York  rato,  as  is  nlso  the  third- 
class  rate.  Coming  down  into  the  lower  olasses,  nue  is  69  per  cent,  bat  that  is  on 
one  of  the  articles  on  which  we  use  the  privilege  of  Western  product  rates.  This 
lllastiates  what  we  regard  as  a  solocUni  in  the  making  of  rates.  Why  first-class 
and  second-class  articles  of  manufactured  products,  which  are  as  indigenous  to 
Ohio  as  they  axe  to  New  Kngland,  aliould  now  be  94  per  cent  of  the  New  York  rate, 
when  Soar,  which  is  nuw  beiug  produced  more  largely  in  tbti  Northwest  and  has 
almost  left  the  Cincinnati  district,  is  carried  for  69  per  cent,  we  do  not  see.  This 
condition  is  found  very  marked  at  some  of  the  other  Sortthem  points.  For  instance, 
the  distance  from  Cincinnati  to  Meridian  is  56  per  cent  of  the  distance  from  New 
York  to  Meridian  and  the  firat-olass  rate  is  107  per  cent  of  the  New  York  rate. 

(J.  Yon  refer  to  Meridian,  Miss. — A.  Yes.  I  have  only  selected  a  few  Ggnres  ftom 
this  statement,  bat  It  is  analysed  and  proseotod  to  the  Interstate  Commerce  Com- 
mission in  1892  with  this  statement.     (Reading:) 

"The  burden  of  this  Complaint  lien  aeainsttbe  relation  which  exists  between  the 
current  rates  uf  fruight  on  manuiacturcd  articles  and  merchandise  from  Eastern  Sea- 
board Territory  to  Sontbern  Territory,  and  the  current  latoe  of  freight  exacted  upon 
light  coLimoditles  when  shipped  from  Central  Territory  to  the  Sooth,  and  against 
theanfairbasisofthegenaralcoostructionof  the  tariffs  under  consideration,  whereby 
the  rates  charged  for  transportation  of  commodities  classiQed  under  'Numbered 
Classes '  bear  a  much  higher  percentage  relation  to  the  rates  from  New  York  than  do 
the  rates  on  commudities  enumerated  under  tbo  'Lettered  Classes.' 

"Complainants  allege  that  this  improper  relation,  between  rates  as  above  set 
forth,  which  has  the  effect  of  restraining  and  impeding  the  growth  of  prodnctive 
industries  in  Central  Territory  and  encouraging  and  promoting  similar  industries 
in  Eastern  Seaboard  Territory,  is  the  direct  result  of  an  agreement  established  by 
convention  between  the  officers  of  defendants  above  described,  whereby,  in  order 
to  seenre  stability  In  rates  of  freight  and  to  prevent  oompetUion  between  the  linen  lead- 
ing, respectively,  from  the  Eastern  Seaboard  and  Central  Territory  to  the  South,  it 
was  decided  to  secure  to  the  Eastom  Lines  and  Eastern  Territory  the  traffic  in  mer- 
chandise and  manufactured  articles  and  to  the  Western  Territory  the  traffic  in  food 
products  and  similar  heavy  commodities. 

"The  oomplainant  submits  that  a  compact  as  above  recited  was  made  during 
1879,  and  that  the -principles  then  agreed  to  still  govern  the  couBttuotion  of  rates, 
notwithstanding  tno  changes  in  trade  conditions  and  the  development  of  transpor- 
tation facilities  which  have  taken  place  during  the  interim." 

That  is  the  burden  of  the  complaint  presented  in  1892.  That  complaint  was 
decided  upon  by  tha  Interstate  Commeroe  Commission  May  29,  1894.     From  their 
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ajllftbm  I  will  quote  [reuliiig] ;  "  It  is  ordered  and  Adjudged,  tbat  the  kbore- 
named  dafendants,  aad  each  of  them,  eugat;^  t  participating  in  the  trail sportati on 
of  fMsht  artiolee  eunmeratnd  in  the  SoiitherD  Knllwa;  aud  Steamship  Association 
ClaMlBcation  as  articles  of  the  first,  second,  third,  fourth,  fifth,  or  sixth  class,  do, 
from  andafter  the  lOth  day  of  JuIt,  1891."  •  -  •  Then  follows  a  table  Bpecif;rinR 
the  maximum  rates  to  be  charged,  being  a  practical  reduction  of  about  40  per  cent 
frttm  the  tariff  that  was  complained  against.  This  it  the  deliberate  judgment  of  the 
Interatate  Commerce  Commission  and  was  carried  to  the  United  States  court,  but  the 
ease  bos  never  been  decided  opou  its  merits.  Tbe  only  point  that  has  been  reached — 
aod  that  la  the  sticking  point  in  this  case— is  the  deciiiou  of  the  Supreme  Court  tbat 
tho  Interstate  Commerce  Commission  had  norighttnnameany  ratee;  In  other  words, 
tbat  there  was  nonjurisdiction.  Nothing  wae  said  about  tbe  merits  of  oar  case. 
Hence  I  submit  this  statement  as  my  testimony  sustainiue  ami  nupporting  the  fact 
that  there  Is  a  malformation  of  the  tariffs  from  our  Territory  t'O  the  South,  as  com- 
pared with  the  tariffs  obtained  from  the  Eastern  Territory  to  tbe  South. 

Q.  Do  we  understand  the  contention  of  Cincinnati,  then,  to  be  that  in  1879  a  vir- 
tuM  agreement  was  made  by  the  roads  operating  in  the  Sooth  tbat  rates  should  be 
•o  adjusted  that  the  Eastern  centers  should  have  a  monopoly  of  manafaolnres  in  the 
South,  whereas  the  Western  centers  should  baie  the  marliet  for  the  packing-house 
prodncle  and  grain  products  from  the  West;  and  since  thnt  time  londitions  have 
changed  so  tbat  manufactures  have  now  moved  westward  and  that  the  West  demands 
entranoe  on  equal  terms  for  her  manufactures  into  this  Soutbem  territory  t — A.  That 
is  right. 

<j.  Was  this  original  agreement  in  the  nature  of  a  formal  contract,  so  for  as  yoa 
know  f— A.  The  record  of  this  case  that  I  have  quoted  l^om  will  support  tbe  8tat«- 
ment  tbat  tbe  agreement  was  partly  formal  and  partly  Informal — the  record  of  the 
Soutbem  Railway  and  Steamship  Association  introduced  in  evidence  before  the  com- 
mission. The  written  contracts  are  a  part  of  the  recnril,  and  tbe  inferenoe  is  a  port 
of  the  record.  Tbe  proceed  int^  of  the  Southern  Railway  and  Steamship  Association 
have  been  printed  and  submitted  as  evidence  before  the  commission.  Tbe  conten- 
tion was  supported  by  the  evidence. 

Q,  And  although  tbe  case  was  presented  In  1892,  any  rea^netment  in  favor  of  tbe 
West  has  up  to  this  time  been  denied  f — A.  A  genera]  readjustment  has  been  denied, 
aud  there  are  only  spasmodic  instances  of  relief  In  specific  cases,  and  J  am  not  able 
to  go  into  the  details  of  that. 

Q.  Is  there  not  some  justification  for  lower  rates  on  all  classes  of  commodities&om 
Eastern  eenteri  by  virtue  of  tbe  ezisteuoe  of  cheap  water  transportation  to  Savannah, 
Brunswick,  Mobile,  and  New  Orteansf — A,  Cotton  is  very  compact,  and  there  is  not 
TCry  much  competition  there.  Of  course  that  is  tbe  excuse,  but  they  were  controlled 
in  their  rates  by  agreement,  and  it  is  rather  an  excuse  than  a  fact. 

Q.  Do  we  understand,  then,  that  there  is  no  real  competition  between  the  Eastern 
coastwise  Bt«amBbip  lines  and  tbe  railniadBT— A.  Less  than  it  is  renmMented  to  i>e; 
I  will  not  say  none.  It  is  less  fierce  than  the  testimony  of  tho  omcere  would  lead 
you  to  auppoae. 

Q.  Are  jou  aware  of  any  friendly  interest,  through  ownership  or  contract,  in  the 
eteamahip  Hum  by  the  railroadst— A.  When  this  compact  was  mode  tbe  Central 
Railioad  of  Georgia  owned  the  Ocean  Steamship  Company.  It  was  its  own  lineaud 
it  controlled  it  as  alieolutely  as  it  did  its  railway  liU''B,  aud  tliere  were  close  agree- 
ments with  tbe  other  linen;  so  tbe  members  of  the  Southern  Railway  and  Steamship 
Auociation  had  very  little  competition  in  fact.  When  the  mutter  was  brought 
before  the  oommlseion  the  testimony  of  tbe  ofHoors  generally  referred  to  tramp 
steamers,  and  practical  men  know  tbe  competition  oi  tramp  Bteamers  for  regulu 
trade  ia  not  very  severe.     It  Is  more  for  specialities, 

Q.  Is  there  not  wat«r  transportation  down  tbe  Ohio  and  Missisaippi  to  New  Orleans 
and  other  river  points  to  meet  this  watei  competition  by  octan  from  Eastern  cen- 
terst — A.  That  water  transportation  is  recognized  very  much  to  the  distiirbanro  of 
traderelationsat  all  river  points.  The  rates  down  the  Mississippi  to  New  Orleans 
and  all  river  points  to  Mobile,  Peosacola,  and  other  polnls  that  are  claimed  to  be 
ocean  pointsareveiT  much  less  than  tbe  rates  to  tbe  interior.  Tbe  rates  to  Atlanta, 
for  esample,andrMn  related  to  Atlanta  are  very  much  higherthan  the  rates  to  New 
Orleans  and  Mobile.  Selma,  where  our  ratcB  are  104  per  cent  of  the  New  York  rate 
to  Selma,  as  against  S6  per  cent  of  tbe  diBlanoe,  is  exctudeil  on  tbe  basis  tbat  there 
is  water  competition  by  way  of  Mobile  from  New  York. 

Q.  Are  yon  aware  of  any  Inrther  agreement  between  tlie  acveral  lines  operating  in 
tiie  South  as  to  a  division  of  bniiiness  between  Eantem  nnd  Western  centers  f— A. 
There  were  a  nnmber  of  agreements  on  that  questiim  made,  but  tbey  were  prao- 
tica11;abandaned,aa  far  as  records  ore  concerned,  with  theenactnientof  tbe  pooling 
clause  of  the  interstate-commerce  law.  So  there  has  been  no  recorded  agreement  to 
tbat  effect.    It  has  simply  been  a  practice. 

(J.  Bntthe  praotice  is  as  effeotivet— A.  The  practice  in  effective  in  keeping  npC 
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theae  ratM.  The  pobliahed  rfttes  have  been  better  maintained  into  the  Soath  than 
ftn;  cither  territoTv  of  the  United  States  in  tbe  lost  20  yeara. 

I  find  in  A  circular  entitleil  "  Divinion  nf  Territory  Sonth  of  the  Ohio  Blver"  the 
following  clause,  which  ia  called  "Territorial  apportionment  of  traffic  betweenEast- 
emand  WeBterii  lines;" 

"(1)  Wpfitern  lines  shall  not  make  joint  rates  on  traffic  paaaing  between  points 
east  of  Buffalo- Pittsburg  xoua  and  points  east  of  a  line  drawn  Iroin  Chattanooga, 
Tenn.,  throatih  BinniDciism,  t^elma.  and  Montgomery,  Ala.,  to  Pensaoola,  Fls. 

"(2)  Eaatem  lines  sGdll  not  make  joint  rates  on  traffic  between  pointa  west  of 
Buffalo- Pitta  burg  lone  and  points  on  or  west  of  a  line  drawn  ftom  Chattanooga, 
Tenn.,  through  Athens,  Anauata,  and  Hacon.'Ga.,  to  Liveoak,  Fla.:  Frovided,  hov- 
erer,  That  the  Norfolk  and  Western  Railway  may  participate  in  traffic  via  Keaova 
at  the  rates  eetablieheil  by  the  association  between  points  in  the  territory  on  and 
eoat  of  it«  line  from  Colntubns,  Ohio,  to  Kenova,  W.  Va.,  and  on  and  souUi  of  the 
line  of  the  PittsbuTg.  Cincinnati,  Chicago  and  St.  Louia  Rail'nay,  Colnmboa,  Ohio, 
to  Steubenviile,  Ohio,  and  points  on  and  eaat  of  the  Chattanooga-Moutgomery- 
Fensacola  lino  as  deMued  in  paragraph  (I)." 

Q.  That  would  appnar  to  be  a  still  furtherdiviatonofthie  territory  in  the  nature  of 
a  traffic  agreement f— A.,  I  doubt  whether  it  is  supported  by  aoy  traffle  agreement, 
but  is  a  declaration  of  policy,  That  ia  about  correct.  I  believe  it  oorreaponda  w  ith 
the  practice  at  the  present  time. 

Q.  Yon  criticise  that  policy  t^A.  That  is  a  practice  in  restraint  of  trade.  It 
deprives  the  purchaser  as  well  as  the  aeller  of  toe  abeolnte  freedom  that  onght  to 
exist  between  those  two  parties. 

Q.  The  ieclalon  which  whs  rendered  by  the  Interstate  Commerce  Commiesion  in 
this  particular  case  was  of  uo  effect,  you  aayf^A.  Of  no  eHoct. 

Q.  (By  Mr.  Fakquiias.)  Was  the  decision  based  on  nonjuriadiction T— A.  It  baa 
not  been  decided,  extept  for  that  decision  of  nonJiiriadiRtion  in  the  making  of  rates. 

Q.  Have  there  been  other  decisions  of  that  charactcrf  Ia  it  violating  a  line  of 
precedents f — A.  That  wax  thepioneiT  decision  on  the  rate  question.  That  baa  been 
the  center  around  which  the  conflict  has  raged  ever  since. 

Q.  Then,  wherein  ia  there  any  remedy  b;  appeal  to  the  Interstate  Commerce  Com- 
misaionf— A.  There  ia  no  remedy  practically.  The  Interstute  Commerce  Commis- 
sion can  develop  the  facts  and  may  announce  its  opinion  for  the  education  of  the 
public ;  bnt  Its  opinion  has  no  legal  standing,  as  I  understand  it — no  vital  force.  It 
is  simply  a  finding. 

Q.  Tbia  case  went  before  the  commisaion  in  1892  and  was  decided  by  It  in  I8Mf — 
A.  Yea. 

Q.  And  yon  have  no  decision  of  this  particular  ease  Irom  the  Supreme  Courtf — A. 
Nothing  but  the  partial  ilecisioti  on  one  point.  The  oaee  reete  in  the  courts  ready  to 
bo  taken  up  at  any  time  on  the  other  piendtugs. 

Q.  ( By  Mr.  Clarke.)  Have  your  people  ever  brought  any  new  complaint  before 
the  Interstate  Commerce  Commission t — A.  No;  not  any  people  that  I  repreaent. 
There  have  been  oomplalnta '  from  that  region  of  connCry,  though  very  few ;  I  can 
not  recall  any  now. 

Q.  Why  wnuld  it  not  be  of  advantage  to  cocaplatu  that  the  rates  made  are  unrea- 
sonable and  in  restraint  of  trade,  and  get  a  recommendation,  if  possible,  from  the 
Interstate  Commerce  Commission  to  that  effect,  recommending  the  ronils  to  chaDge 
their  rates  1 — A.  That  ground  bns  already  been  traversed  and  defined  by  this  record, 
and  there  has  been  u  positive  order  of  the  contijiiRsiou  directing  the  change,  bat  the 
change  haa  never  been  made.  The  conrts,  under  the  law,  must  intervene  to  order 
that  change  to  be  made,  and  thev  have  not  done  ao.  It  in  hardly  worth  while  to  go 
nt  it  again,  and  in  fiict  our  people  are  so  thoroughly  discouraged  that  I  would  not 
like  to  oak  them  to  put  up  the  money  again. 

Q.  I  unilerstand  you  to  any  that  the  decision  of  the  court  was  they  had  no  right 
to  prescribe  ralee.  That  did  not  go  to  the  extent,  did  it,  that  they  had  nu  right  to 
recommend  a  change  of  rate  f — A.  Well,  there  isa  distinction  that  I  perceive,  but  it 
tias  not  been  a  consideration  that  would  prompt  onr  people  to  come  to  the  front  and 
try  to  use  that  agency  any  more  fcir  tbeir  protection.  If  a  positive  order,  which  the 
law  allows  this  commission  tu  make,  is  of  no  eH'ect,  where  would  ita  reoommenda- 
tion  have  any  virtue!  We  have  the  moral  support  of  the  facts  and  of  the  commis- 
sion.in  this  record  to  fall  back  on  now.  Wo  can  quote  from  It  any  time.  Onr  posi- 
tion is  clearly  recognized  by  that  commission  now.  To  reinstate  the  pleadingain 
order  to  modify  the  act  of  the  commission  from  an  order  to  a  recommendation  would 
be  all  the  efl'ect  the  further  proceedTug  would  be,  would  it  nott 

Q.  Is  it  not  within  your  knowledge  tliat  most  of  the  railroad  commissions  in  the 
conntry  have  only  a  power  to  recommend,  and  that  tbeir  recommendations  are  gen- 
erally olwerved  by  theraitroad  oompanieal— A.  I  believe  that  the  railroad  companiea 
are  more  aensitive  to  the  opinions  of  any  other  commission  than  to  those  of  the 
Interstate  Commerce  Commission.  It  has  been  my  observation  that  the  State  corn- 
mi  salons  within  their  jurisdiction  have  more  resiwct  paid  to  their  decisions  by  the 
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railrowlB  thou  the  railroad  sj-stemH  of  thu  Unite^l  Statet  have  ever  pkid  to  tba  deoi- 
8iOD8  of  the  Interatate  Commerco  UonimiBsinn. 
Q.  Is  it  B  fact,  then,  that  since  tbe  clecUiun  of  the  court  the  compluinanta  IiBTe 

Eracticslly  ubandoiied  tbe  oasef — A.  No;  tbey  have  reBted  npon  their  ri({hts.  They 
ave  not  withdtswn  it  from  the  conrt  nor  in  any  way  abaudoned  H.  The  lawyera 
still  have  the  matter  in  hand,  bnt  have  not  seen  a  good  opportunity  to  take  it  np. 

If  yOD  will  pardon  me  for  the  digression,  I  want  to  correct  a  statement  1  made  r 
moment  ago.  1  said  I  did  not  remember  any  complaint  made  since.  I  recollect  that 
there  is  a  very  important  complaint  pen  ding  before  the  commlBsiOD,  which  originated 
in  Cincinnati,  and  irhicb  I  had  forgotten. 

Q.  What  was  thu  principal  ground  of  appeal  by  the  railroads  to  the  court  in  yonc 
easel — A.  The  only  point  they  made  wns  that  there  was  no  Jnrisdictiou. 

Q,  Mo  Jurisdiction  to  Qx  ratesT— A.  t^o  right  to  name  rntea.  Here  was  an  order 
to  malce  certain  Tiites.  The  railroad  companies  conoentratetl  their  fight  on  tbe  oon- 
Jnriadiation  and  the  lack  of  power  to  name  the  rate,  and  alt  the  flght  has  been  cen- 
tered around  that  point. 

Q.  Do  yon  not  think  it  would  at  leastbe  of  moral  advantage  to  the  complainants  to 
have  a  recommendation  fVom  the  Interstate  Commerce  Commission  that  the  rates  be 
Toducedf — A.  Well,  I  would  not  say  that  it  would  be  of  any  advantage.     Our  peo- 

Sle  have  simply  been  so  paralysed  by  the  failure  to  get  nny  good  out  of  the  stronger 
Dcnment  that  they  have  not   I'onHiiiered  it  vorth  while  to  go  ahead  for  a  weaker 

Q.  They  sought  a  remedy  uhtch  tbe  court  has  said  could  not  bo  granted  by  the 
particDlur  tribunal  to  which  the  c?on>plaiDt  was  madcF—A.  Yes. 

Q.  That  tribunal  continues  to  nijike  recomiueadationx  iu  other  cases,  does  it 
notT — A.  Ob,  yes.  We  are  ijuitc  willing  other  i>eopIe  should  make  hiHtory;  we  hare 
made  oar  little  bit  of  history. 

Q.  (By  Mr.  Phiiojpb.)  Can  you  give  any  reason  why  the  railroads  pay  more  heed 
to  tbe  deoiatoDS  of  the  State  boards  than  tbe^  do  to  the  nation nl  boardsf — A.  There  is 
a  smaller  volume  of  business,  prob.ibly,  aHected  by  the  purely  local  State  boards, 
and  then  there  is  a  closer  intimacy  brtweon  the  niaiiagetnent  of  railroads  and  the 
State  boartlB.  A  sort  of  everyday,  neighborly  ri'liition  obtains  The  maoagera  of 
the  railroads  are  very  well  aci|nainted  with  all  the  comniissionerti  along  the  lines  of 
the  roads  iu  the  various  States.  Their  work  in  the  States  couies  very  neor  to  corre- 
sponding with  tbe  wishes  of  those  commissiouH,  It  allays  diaeatUfaction,  although 
they  have  had  some  pretty  fierce  discussion. 

Q.  Do  they  not  fear  adverse  legislation  from  the  states  more  than  they  do  from 
Congress  I — A.  That  is  speculative.     Possibly  that  may  be  true. 

Q.  (By  Mr.  C.  J.  Hakrib.)  Is  it  not  a  good  deal  of  a  fact  that  the  State  railroad 
commissions  in  many  Instances  have  the  definite  power  to  change  and  regnlate 
ratesf — A.  That  is  my  impression.  I  am  not  technically  familiar  with  all  the  State 
laws,  but  it  is  my  impression  that  that  power  exists  in  some  of  the  States, 

Q.  (By  Mr.  Riplrv.)  The  railroads  have  defende<l  their  action  iu  most  cases  iu 
making  rates  by  saying  ihat  a  reduction  of  rates  in  the  interest  of  shippers  woold 
follow  from  what  they  call  enlightened  self-interest.  Applying  that  to  this  particu- 
lar case,  does  there  seem  to  be  any  prospect  of  opening  a  way  into  the  South  from 
Western  nianufacturing  centers  by  the  voluntary  action  of  the  roadst — A.  I  believe 
that  will  have  some  influence,  as  intelligence  works  its  way  throngh  the  brains  of 
the  railroud  men. 

Q.  Is  there  not,  however,  a  certain  obstacle  toward  action  in  Uiat  way  by  a  single 
road  becanne  of  the«e  several  agreements  which  exist  between  all  the  roads  operat- 
ing in  that  territory,  so  that  no  one  oT  them  will  take  any  action  until  it  has  been 
agreed  to  by  the  others! — A.  Well,  it  is  cuKtomary  to  take  joint  action,  and  it  is 
very  diSBcalt  to  aecare  Joint  action  that  involvir's  any  particular  change  looking  to 
the  redaction  of  rates  unless  it  carries  some  decided  advantage  to  the  carrier  with 
it.  It  is  hardly  worth  while  to  go  before  these  boards,  or  commissionera,  or  commit- 
tees, with  any  change  nnless  yon  eon  establish  a  feature  of  advantage  to  all  the 
railroads. 

Q.  For  instance,  is  it  within  the  power  of  the  Louisville  and  Nashville  or  the 
Queen  and  Crescent  mute  to  reduce  rates  from  Clncinnnti  and  l,.ouiBville  into  tbe 
Southern  territoryf— A.  They  have  the  power,  but  they  do  not  couiider  it  expedi- 
ent. They  naturally  fear  tbo  conseqiieai^es  of  independent  artioD,  because  they  all 
admit  the  necessity  of  acting  together.  Tliat  is  tbe  mistake  with  a  number  of  indi- 
vidual officers.  Tbe  offlcers  of  individual  lines  have  recognized  the  nnfiumesi  of 
this  adjustment,  on  evidence  before  the  Interstate  Commerce  Commission.  They 
recognized  the  unfairneus  of  tbio  adjustment,  but  snid  tbey  did  not  dare  to  disturb  ft 
lest  tbey  would  precipitate  a  rate  war,  That  is  their  excuse  for  not  doing  justice^ 
that  their  other  interesta  would  threaten  their  revenues  in  other  directions  if  they 
did  what  tbey  considered  to  be  common  juiitice  iu  this  particular  regard. 

Q.  Is  thie,  then,  the  sitnatioo,  aa  far  as  the  railroads  are  conoeraed  —that  the  lines 
iato  tbe  Sontb  fi^m  Western  oenters  hesitate  to  grant  what  they  might  consider  to    ~ 
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be  in  tbeir  nnn  iuWeeC  b;  reason  of  th«  oppo«itioii  of  the  lines  in  the  South  on  the 
eastern  half  of  tbo  Soathem  tcrritoc]' t— A.  That  ia  probablj  the  Mmteolling 
inHuence. 

Q.  Is  it  not  true,  on  the  other  hand,  that  some  of  the  lines  into  the  Sonth— into 
tbeeasternhalf  of  this  territory — are  hampered  in  granting  certain  lednctions  which 
tbej  might  othenviiie  make  by  virtne  of  the  opposition  of  the  roads  into  the  Sonth 
ftom  the  Westf — A.  Yes:  each  one  folio wa  the  other  nhen  they  do  not  want  to  doit. 

Q.  The  point  I  would  like  to  bring  before  yon  and  ask  you  to  discus*,  then,  is 
whether  this  halaiice  of  interest  as  between  Eastern  and  Western  roads  doee  not 
prevent  substantial  justice  by  any  one  of  them  f — A.  That  is  practically  the  effect  of 
the  situation. 

Q.  Is  it  a  sitnation  peculiu  to  that  part  of  the  United  States  t—A.  1  think  it  is— 
I  believe  it  is.  I  do  not  know  of  any  glaring  inBtances  of  i^jnstice  maiatainsd  by 
any  system  uf  railroads  that  begins  to  compare  with  this  system  uf  nnjust  tarilf 
from  the  Ohio  Klver  tu  the  interior  Son'h,  and  J  do  not  know  of  any  case  where  the 
complaint  has  been  clearly  defined  and  supported,  and  has  been  so  oonspicnonsly 
ignored,  as  it  htts  in  this  territory ;  and  I  attribute  it  to  the  fact  that  there  are  a 
very  few  dominant  interests  governing  the  transportation  of  the  South,  and  that  the 
dominant  interestn  are  pretty  elosa  together  in  their  determination  to  protect  each 
other  in  order  to  protect  themselves;  that  is,  I  have  reason  to  believe  that  a  few 
prominent  capitalisW  own  tbe  larger  proportion  of  the  stock  in  all  of  these  organi- 
zations that  (to  business  in  the  Sonth,  both  steamboats  and  railroads,  and  that  Uiey 
have  agreed,  not  in  writing  probably,  but  prootlcally  among  IfaemselTCS,  that  they 
won't  hurt  eaclj  other. 

Q.  Do  you  Bee  any  tendencies  at  work  in  the  natnre  of  ootoal  consolidationa  ot 
leases,  or  reported  iiuanimity  uf  control,  which  promise  any  relief!  In  other  wordA, 
will  the  coQBoltdattoD  of  thoaii  roads  still  further  enable  the  conflicting  interests — 
the  EaBt4.-m  and  Weattru  lines  into  the  Sonth — to  be  reconciled t — A.  Yes;  I  believe 
it  will.  As  to  whether  it  will  result  in  relieving  these  speciBc  difflcnltlea  oc  not  I 
am  unable  to  expreaa  an  opinion,  but  the  conflict  of  int^ests  will  be  minimised  in 
the  near  future  by  combination. 

Q.  Has  Louinville  been  a  party  to  the  complaints  before  the  Interstate  Commeroe 

Q.  Are  there  any  other  points  along  the  river  that  have  talceD  isane  with  Cincin- 
natit — A.  With  this  construction  of  rates,  you  meant 

Q.  Yes.  A.  Hoth  Louiavilleand  St.  I.ouiswereoffered  an  opportunity.  They  were 
afraid  of  their  local  roads,  afraid  to  enter  into  any  combination.  Chicago  and  Cin- 
cinnati came  together  and  emnloyed  counsel,  but  the  people  who  bad  Uat  sort  of 
busineas  in  char^re  in  Louisville  and  St.  Louis  asked  to  be  excused,  eaylng  that  they 
were  too  closely  in  the  power  of  their  local  roads  to  take  an  antagonistic  position  of 
that  kind. 

Q.  Chicago,  however,  did  join  issue  with  Cinoinnatif — A.  Chicago  joined  with 
Cincinnati. 

Q.  Did  there  aeem  to  be  any  tendency  on  the  part  of  LonJsville  and  St.  Lonis  to 
stand  together  us  opposed  to  Chicago  and  Cincinnatit — A.  I  think  they  lacked 
eohesicin,  they  lacked  organization.  The  shippers  at  theae  pointa  into  tbeSoath  did 
not  organize  or  do  anything  in  one  way  or  the  other. 

(j.  IJues  Louisville  have  any  particular  advantage  over  Cincinnati  by  reason  of 
the  adjustment  of  tarilf  on  tbe  Louisville  and  Naahville  Railroad  oa  against  Cincin- 
natit— A,  That  fiict  is  constantly  asserted  by  ahippera,  but  they  have  never  been 
able  to  prove  It  with  sufficient  clearness  to  make  a  complaint. 

Q.  Is  there  a  feeling  on  the  pnrt  of  shippers  that  Nashville  also  enjoys  peonliar 
advantages  in  the  distributive  jobbing  business  as  against  Cincinnatit — A.  It  is 
known  that  Nashville  is  tbe  recipient  of  a  great  many  favors  not  accorded  to  any  other 
inland  city.  It  is  not  n  mattiT  of  very  great  signihcanoe,  but  oertain  trades  are  so 
affected  by  it  that  they  have  estahliahed  their  warehonsea  in  Naahville  rather  than 
Bgfat  It.  I  know  some  pri<tty  large  manufacturers  who  have  warehouses  in  Nash- 
ville, and  everybody  gets  the  benelit  of  those  preferences. 

Q.  (By  Mr.  Farquhar.)  Is  there  not  a  reason  why  Nashville  shonld  receive  tbe 
discriminations  on  account  of  both  the  rail  and  water  rates f — A.  That  is  the  reason. 

Q.  (By  Hr.  Kiplry.)  Was  not  the  Cincinnati  Southern  road  built  by  the  city  of 
Cincinnati  as  a  public  enterprise! — A.  Yes. 

Q.  And  for  what  reason  t — A.  To  bring  Cincinnati  into  etrategio  ton  oh  with  the 
c _._.!.    -_.. ..__.  _s.. ^^g  through  Lonisville. 

fending  for  the  lease  of  this  Cincinnati  Bonthem 
-A.  So. 
ion  for  purchaset — A.  No. 
Q.  Is  there  not  a  proposition  of  some  kind  now  pending  with  a  view  to  the  absorp- 
tion of  this  line,  or  of  apart  of  that  line  leading  from  Cincinnati  to  some  miles 
Sontht— A.  No.    There  is  a  proposition  to  extend  the  lease  of  the  Cincinnati  Sooth- 
-- n  Railroad,  which  is  now  held  by  on  independent  organisation  known  si  the  C,  N. 
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O.  aad  T.  F.  RailroMl  Company,  a  oorporation  org&nixed  under  the  laws  of  Ohio 
for  the  parpose  of  leasing  that  roa<1,  and  the  proposition  ii  to  extend  that  lease  for 
6G  f  enn.  That  propoHitioa  is  beio);  veiy  favorably  considered  by  the  majority  of 
peupte  in  iDt«reHt.  It  Is  a  raistake  to  think  that  that  ia  the  act  of  the  Southern 
Bailway  or  necessarily  involves  absorption  by  the  Bonthem  Railway.  Uoleaa  some- 
thinK  more  definite  is  developed  than  has  yet  been  made  of  reconi,  the  relations  ot 
the  Cincinnati  Soathern  Railway  will  not  be  cbani^ed  by  this  extension  of  the  lease 
ttom  nhat  tbey  are  now.     The  C,  S.  O.  and  T.  P.  Railway  has  had  control  of  the 


road  for  20  years,  and  the  extension  of  it  for  6&  years  to  tlie  same  company  nnder 
modified  terms  is  all  that  is  practically  or  officially  developed.  Tlie  impreuionia 
iudnstrioaaly  circulated  in  Cincinnati  and  elsewhere  that  the  outcome  of  this  will 
be  the  control  of  tbu  road  by  the  Southern  Bailway  system.  If  thai  conld  be  osanred 
to  the  people  of  Cincinnati,  I  think  there  wonld  be  very  little  difficulty  in  secnring 
the  eiteoBion;  but  that  fact  is  very  carefully  guarded  In  all  nefcotistions.  Hr. 
Spencer  IS  president  of  the  Southern  Railway,  aadalso  president  of  the  C,  N.  O.  and 
T.P.  Railway.  Tbe  trustees  of  the  property  have  never  received  a  proposition  from 
Ur.  Spencer  as  president  of  tbe  Southern  Railway.  Everything  be  ha«  offered  haa 
been  a«i>resideut  ot'theC.,N.  O.  and  T.  F.  Railway.  Now,  that  dJHtinotiou  is  quite 
clear,  quite  practical,  quite  confined,  and  yet  it  does  uot  exist  in  the  minds  of  half 
the  intellisent  people  of  this  country  who  consider  the  snbjeat. 

Q.  (By  Mr.  C.  J.  Haksib.)  What  is  the  C,  M.  O.  and  T.  P.  Railway  t— A.  Cincin- 
nati, New  Orleans  and  Texas  Paoillc  Railway  Company,  a  corporation  under  the  laws 
of  Ohio.  The  majority  of  ita  stock,  nearly  M  per  cent,  is  held  by  the  Southwestern 
Investment  Security  Company.  That  is  a  company  organized  under  tbe  laws  of  New 
Jersey  to  trade  in  Southern  secnrities,  N'ow,  then,  tlie  stock  of  tliat  Sonthem  Secnrity 
Company  in  turn  is  ownedpartly  by  a  syndicate  known  as  the  C,  H.  and  1  '.syndicate; 


partly  by  the  syndicate  known  as  the  Alabama  (Sreat  Soiitbem  Junction  Railway 
Company,  Limited,  which  is  a  London  company ;  partly  by  tbe  New  Orleans  and 
Nortbeostem,  or  lines  that  are  known  as  the  Klo 


I  any.  Limited,  which  is  a  London  company ;  partly  by  tbe 
eastern,  or  lines  that  are  known  as  the  Flower  lines. 
Q.  (By  Mr.  RiPLXr.)  Would  you  mind  indicating  on  the  map  where  it  m: 
There  are  no  maps.    It  is  on  paper.     The  Southwestern  Security  Company  wa> 
ized  by  Ferdinand  Ward  and  was  one  of  tbe  enormous  companies  organized  tospecn- 


n  general  securities,  buy  and  sell,  and  tbey  have  gotten  into  their  treasury  al>anl 
75  or  m  per  cent  of  the  stock  of  the  C,  N.  O.  and  T.  P.  Ry.  Co.,  and  have  hypothe- 
cated It  to  secure  an  issue  of  bonds.  Tbe  Southern  Railway  owns  a  m^ority  of  the 
stock  of  the  Southwestern  Security  Company,  and  the  Southwestern  Security  Com- 

Eany  controls  tlie  C,  N.  0.  and  T.  P.  'I'hrongh  tbat  iuHtrumentality  tbe  Southern 
as  dominant  influence  in  tbe  councils  of  the  C,  N.  O.  and  T.  P.  Ry.  Co.  It  dietatea 
itfl  policy  without  being  responsiiile  for  its  debt«  or  Its  transactions. 

Q.  (By  Mr.  Farquiiar.)  How  much  money  did  tbe  city  of  Cincinnati  put  Into  this 
road  f— A.  The  original  sum  was  eighteen  million  six  hundred  and  somu  odd  thou- 
sand dollars,  and  they  have  borrowed  money  to  pay  deScienoies  in  interest.  There 
were  eighteen  million  six  hundred  nud  Fome  odd  thousand  dollars  of  city  bonds 
issaed,  and  the  proceetls  of  those  bonds  was  put  into  tbe  road.  The  city  haa  been 
carrying  tIio"e  bonds,  the  road  has  been  parving  a  part  of  the  interest,  and  the  city 
tbe  rest,  so  that  tbe  road  stands  the  city  an  outlay  of  about  S30,000  000  cosh,  while  its 
Income  is  i  rental  of  $1,090,000  a  year.  If  the  bonds  which  are  al>ont  to  expire  can 
be  refunded  at  current  rates  of  interest  the  city,  instead  of  having  a  deficiency  in  its 
income,  will  '  ave  a  surplus.  Hence  a  great  many  of  the  citiKeus  of  Cincinnati  are 
very  much  iu  favor  of  perpetuating  this  tease  on  practically  little  better  terms  than 
tbey  have  to-dav  for  65  yrars,  because  tbeir  old  issue  of  bonds  will  expire  within 
R  few  years,  "they  can  borrow  money  at  a  little  less  than  3  per  cent  right  here, 
and  have  an  income  from  tbo  rend,  and  if  it  is  leased  I  think  the  leaae  will  be 
extended  on  those  terms,  on  account  of  tbe  excellent  financial  couditlon  in  which 
it  will  leave  the  city. 

Q.  Suppose  tbat  the  rood  is  leased,  then,  for  tbe  65  years,  what  opportunities  of 
absorption  by  the  Sontbem  systani  or  any  other  system  is  tharet — A.  There  is  a 
clause  in  tbe  proposed  lease  wbicb  is  said  to  look  to  this  absorption  by  tbe  Southent 
rood.  It  roads,  "  The  right  to  sublet  this  property  to  any  other  than  the  Sonthem 
railway  is  denied."  Jt  ia  not  a  positive  right  to  sublet  to  tbe  Southern  railway,  bat 
tliere  is  a  limitation  in  the  lease  preventing  their  transferring  the  lease  to  any  other 

Q.  Bat  tbe  subletting  relates  entirely  to  the  mileage  t— A.  That  is  all. 

^.  It  does  not  relate  to  tbe  ownership  of  the  bonded  condition  at  all  t — A.  The 
ownership  will  never  be  absorbed.  The  city  of  Cincinnati  will  never  sell  that  road. 
The  absolnte  ownership  will  probably  never  be  changed,  within  the  terms  of  tliis 
lease,  at  least. 

Q.  (By  Mr.  Ripley.)  Will  that  absolute  ownership,  however,  amount  to  any- 
thiofft— A.  You  understand  that  I  think  that  it  won't  sell.  Of  course  we  can't  tall 
what  it  will  decide  to  do  in  40  or  50  years.    Poaaibly  legislation  iu  Ohio,  KentQokjr, 


nrousTBiAi.  oomassioN: — teanspobtation. 


and  TauuMBee  will  »llow  the  city  of  Cincinnati  to  paw  the  title  of  the  property  tc 
HiTbodf  whom  It  mfty  ohooM,  bnt  it  'would  be  antijeot  to  theoe  Ib-wb,  Toe  iii*iii 
tbiDe  to  he  oocompliahed  to-day  ia  to  leaae  the  propert;  npon  a  long  rental  aod  give 


the  cl^  an  ii 

Q.  '^a  say  in  that  leaae  there  ia  only  the  olanH  of  ■□hletting,  which  aeema  to 
Indicate  the  powibility  of  selling  the  lyBtemt — A,  Yea;  that  is  the  interpretation 
that  the  hopeful  pot  on  it.  It  opens  the  door  for  the  Sonthem  Railway  ultimately 
to  absorb  the  control  of  the  management  of  that  road. 

Q.  Od  the  baais  of  earnings,  eo  far  ae  you  know  them,  would  the  terms  of  this 
leaae  seem  to  be  favorable  to  the  fntnre  of  tba  roadf — A.  Very. 

<J.  As  well  as  to  the  city  f— A.  Tee. 

Q.  Are  there  any  olanses  in  that  lease  whinh  gnarantee  to  Cincinnati  favorable 
treatment f— A.  The  fighting  to-day  is  over  that  olanee,  how  to  express  it,  how  to 
get  it  in  there.    There  is  a  clause  In  the  preeent  lease  which  Is  very  i;eneral,  so 

Kneral  that  it  is  insignificant  and  has  been  Ignored,  in  which  it  Is  said  that  the 
isee  company  shall  not,  under  any  clTCuma^ncee,  disorimtnate  against  the  eitl- 
Mns  of  Cincinnati,  or  Kentucky,  or  Tenneosee,  bat  that  is  all  It  says.     There  is  no 

Enalty  provided  to  eecnre  its  enforoement,  and  It  Is  so  genenil  thnt  it  has  amounted 
nothini;.  Now  in  renewing  or  OxteodinK  the  leaae  the  ahippers  are  Interested  In 
Uaviug  some  declaration  of  p^icy,  and  are  quite  anxioos  to  nave  the  lesaee  declare 
and  enforce  a  policy  of  protection  aeoording  to  their  geographical  situation  and 
rights.  They  endeavored  to  ins«rt  a  clause  in  this  lease,  and  there  the  fight  is  going 
onjnatniiw.  There  are  organizations  in  Cincinnati  that  will  oppose  the  confirma- 
tioD  of  the  lease  unless  that  clause  Is  made  very  definite.  There  are  a  great  many 
otjier  intereata  in  Cincinnati  which  belisve  that  the  nnmerooe  advantages  that 
obtain  from  the  lease  are  sufficient  without  forcing  that,  and  therefore  Cinelunati 
Is  not  a  unit  in  detei— '"' *- '"  ■■ 

Q.  The  Sonthem 
plained  t— A.  Yes. 

Q.  In  this  case  before  the  Interstate  Commerce  Commissiont — A.  Yea;  t^e  Cin- 
cinnati Southern  Railroad  having  been  leased  to  foreign  control  baa  been  controlled 
by  the  policy  that  has  ignored  the  t«TTltarial  advantage  that  Cincinnati  olaiins  she 
should  liave  through  ita  coustmction.  We  are  powerless  to  affect  the  sltnation  with- 
ont  going  Into  a  rate  war  with  other  roads  that  would  be  fatal,  and  there  the 
controversy  has  began  and  ended  time  and  again. 

q.  Now,  suppose  all  those  roads  of  the  South  whose  opposition  to  one  anotber  pre- 
vents an  equitable  adjustment  into  the  South  ftom  Eastern  and  Western  centers 
came  together  into  a  single  consolidation,  or  were  owned  by  the  same  persona,  wonld 
there  oi  would  there  not  he  a  greater  possibility  of  eliminating  rate  ware  and  of 
a^Jnsting  the  rat«a  in  every  direction  than  there  is  nowt— A.  That  could  be  uiade 
possible,  naturally,  by  abBolate  control.  The  doinE,  of  right,  would  be  within  reach 
and  there  wonld  be  no  excuse,  growing  out  of  the  competition  of  others,  to  offer. 
But  then  comes  theold  question  again.  TheaeenrlngofsqattableratesforCinoinuati 
depends  on  investment  by  the  railway  interests.  The  Sonthem  Is  controlled  in 
.  Cincinnati  by  other  interests  which  arV  dependent  upon  the  prosperity  of  the 
Eastern  territory  for  their  ir 

.-.     r. 1 '-lire  ocner  man  ins  nreu  rmona  di  a  „ , 

A  Company  f — A. 
Nona  whatever. 

Q.  What  wonld  be  the  effect  of  such  an  absorntloii,  either  by  leaae  or  pnrchaae, 
npon  the  interest  of  Cincinnati  T — A.  1  do  not  feel  able  to  answer  that  question,  t 
do  not  apprehend  any  partiontar  change  one  way  or  the  other.  We  have  the  Penn- 
sylvania Railroad  intereataall  around  na  in  Cinoiutiati  and  they  ore  quite  acceptable, 
and  we  have  the  inflnence  of  the  Lonlsville  and  Naahville  Bailroad  In  the  other 
direction.  Their  intereats  In  Cincinnati  are  growing  constantly,  so  that  their  aer- 
vice  is  being  improved  and,  aside  fWim  their  blindness  to  oar  rights  lu  the  way  of 
relative  adjustment,  they  are  a  very  favorable  adjunct  to  Cincinnati  commercial 
pTosperily.  A  consolidation  of  those  two  great  ajatems,  therefore,  with  the  aver- 
age fntelUgence  that  controls  them  both,  should  not  cause  any  great  degree  of  alarm, 
In  my  opinion. 

Q.  Have  yon  any  knowledge  of  any  negotlationa  leading  to  the  connection  by 
lease  or  parchase  or  common  control  of  the  Southsrn  Railway  with  the  Cincinnati, 
Hamilton  and  Dayton,  or  other  roade  leading  ttom  the  Ohio  gateways  north  to 
Chicagof — A.  None  whatever. 


.C^tioi^lc 
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rftto  applied  from  St.  Louis  In  Southern  terrilory  on  bnHineas  coming  froia  the  Kao- 
aaa  gt^iu  fields  in  competltioii  with  the  Kaasae  City,  Memphis  anil  Birmingham  road 
was  only  1  cent  higher  thliu  the  rat«  from  CincinnaU  and  the  roads  from  St.  Loais  to 
Cincinnati  asked  7  cents  for  brlueing  ^ain  from  St.  Louis  to  Cincinnati.  The  roads 
Sonth  wonld  have  been  compelled  to  cut  their  rates  about  5  cents  a  hnndred  pounds 
in  order  to  equalize  totals.  This  they  refused  to  do,  and  that  had  the  effect  of  ereoting 
a  barrier  against  the  passage  of  any  grain  from  points  west  or  north  of  Cincinnati 
throngh  Cincinuati,  and  the  Bonth  gave  the  market  to  St.  Louis  and  Western  mer- 

Q.  Is  there  any  remedy  svallablet — A.  The  only  remedy  is  the  consent  of  the 
loads  to  adopt  in  theirproctice  the  ordinary  praotioe  of  longer  linee,  that  of  making 
the  totals  between  any  two  points  the  same,  and  distrlbutiag  them  among  tbem- 
•elves  as  they  may  deem  equitable  and  just. 

Q.  la  this  case,  as  In  the  other  that  you  mentioned,  vonld  the  shippers  of  CIdcId- 
nati,  do  yon  think,  be  Inoilned  to  resort  to  a  tribunal  which  hod  fall  power  to  pre- 
scribe or  to  regulate  rates  in  snch  cases  f— A.  I  would  not  advise  them  to — could  not 
advise  them  to. 

Q.  Have  j^ou  knowledge  of  any  other  complain  ts  which  would  be  laid  before  such 
tribnoal  if  its  powers  were  full  and  complete  f — A.  Not  at  this  moment.  I'hereia  no 
teliiDff  what  might  develop  if  the  tribuniil  existed. 

Q.  (By  Mr.  FAR4UHAR.)  You  said  in  your  testimony  that  natural  advautases  pot- 
sewed  li^  one  buBiness  center  might  have  to  be  measurably  sacriBced  in  makiog  up 
those  r»ilroad  rates  for  a  seotion  for  the  benefit  of  a  place  with  less  natural  advan- 
taees.  Do  yoa  think  there  is  any  equity  in  thatT— A.  I  think  you  misunderstand 
what  I  said.  Each  locality  competing  with  others  in  a  common  market  is  entitled 
to  reasonable  and  just  rates  at  the  hands  of  the  carriers  serving  it,  and  to  the  ben- 
efit of  all  its  natural  advantages,  and  no  departure  ftvm  the  rnfe  requiring  rates  in 
all  coses  to  be  reasonable  in  themselves  can  be  JusIIGed  on  the  ground  that  it  is  noc- 
esaarv  in  order  to  maintain  existing  trade  relations,  or  "to  protect  competing  mar- 
kets," or  to  "  equalize  commercial  conditions,"  or  to  secure  to  carriers  tratDo  from 
certain  territory  assumed  to  be  exclusively  theirs. 

Q.  What  is  yournotion  as  a  railroad  man  in  respect  to  a  proposition  of  that  kind  I — 
A.  When  I  was  a  railroad  man  1  stiiilied  the  lmffisdiat«  interest  of  railroads.  If  yoo 
□onld  get  a  thing  through  it  was  at)  right. 

A.  Was  the  policy  of  the  Louisville  and  Nashville  at  that  time  to  the  advantage 
of  Nashville  or  other  places  and  to  the  disadvantage  of  any  places  just  as  good  on 
that  line  in  cases  where  your  directors  had  no  interest  in  the  landed  propertyT — A. 
I  do  uotthink  that  I  am  quite  prepared  to  deal  intellisentl^  with  that  proposition. 
That  is  a  matter  of  ancient  history.    We  were  very  crude  railroail  men  in  those  days. 

bnil'd 

np  to  the  adva 

paternalism  practiced  by  the  Tailroada.     I  do  not  think  the  railroads  have  got  any 

right  to  aasunie  patemiU  functions  over  onj  city,  looalitv,  or  individual.    That  is 

the  basis  of  the  Interstate  Commerte  Commission  and  tne  spirit  of  it.    It  wm  to 

break  down  praotices  of  that  kind  thst  that  law  was  brought  Into  exifitence.    Those 

practices  prevail  to  a  greater  extent,  maybe,  in  the  far  West  than  they  do  in  the 

South. 

Q.  Have  you  any  knowledge  vourself  as  to  whether  the  great  importation  of 
goods  into  tne  Sonth  Is  not  entirely  from  the  Nortbeafft  and  the  ports  of  the  Atlantic 
and  other  distributing  pointe  Instead  of  nromCinoiuDatior  fromtheKorthweHtf — A. 
The  Northwest  and  tbe  immediate  North  are  gaining  uu  that  business  all  the  time, 
but  they  are  gaining  in  apite  of  discriminations  in  favor  of  the  Northeast. 

Q.  Do  yon  think  It  wonld  be  the  railroad  policy  of  tbe  Eastern  association  tiimake 
lower  rates  to  admit  these  Eastern  goodn  into  the  Sonth  than  they  wonld  make  to  the 
Western  men  f— A.  They  have  always  done  it. 

Q.  Will  you  callit  self  interest  or  an  indncement  of  trade,or  what? — A.  Well,  my 
theory  would  be  that  there  has  been  a  large  oapitalistic  ownership  iu  the  cose  of 
steamship  lines,  aud  that  they  make  a  great  deal  more  money  carrying  business  from 
tbe  Eaatern  seaboard  into  the  South  than  they  vonld  If  the  railroads  carried  it  ftom 
the  West. 

Q.  (By  Mr.  Phillips.)  When  yon  were  connected  with  tbe  railroad  system  wm 
discrimination  quite  common  against  shipperat — A.  Yes;  it  was. 

Q.  And  to  tbe  injury  of  the  large  shippers  very  ftequentlyf — A.  The  large  ship- 
pers generally  bad  the  advantage  over  tne  little  fellows. 

Q.  Were  there  mnuy  people  who  lost  their  fortanes  and  their  interests  largely  by 
diserimi nation  of  railroadsf — A.  Yes;  there  were.  There  were  more  losses  of  that 
kind,  more  people  driven  out  of  business  through  tbe  help  extended  by  the  railroads 
to  the  fkvored  shippers  in  those  days  than  there  are  now. 

Q.  Well,  what  u  your  view  about  discrimination  now — your  observationf    Is  it 
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exteoBiTB  yett — A.  Yes;  it  is  cxteni-tve  yet.  ITie  pnblic  baa  uo  idea  of  its  estent, 
and  I  would  not  be  in  poaltion  to  dedne  its  extent.  I  Vooir  it  now  ratber  fioin 
hearsay,  bnt  I  naed  to  know  it  from  contact  with  tbe  business.  I  still  know  from 
hearsay,  biit  it  doesn't  amount  to  evidence;  many  other  people  know  it,  and  yon 
know  it,  so  I  am  making  no  disoloenre. 

Q.  What  form  does  discrimination  genersJly  take  now,  from  your  best  informa- 
tionf — A.  Well,  taku  tbe  combinations  of  heavy  sbippere  who  have  cars  of  tlieir 
own.  There  are  qaite  a  nnmber  of  them  who  own  their  own  equipment,  and  the 
rental  that  tbtty  are  able  to  command  for  the  une  of  those  cars  is  a  veritable  feaat. 
It  is  a  very  ingenious  way  of  aflecting  competition,  and  it  has  tbe  effect  of  dfiving 
out  of  buHiness  tbe  firms  who  don't  see  fit  to  own  carB  of  their  own,  and  liaa  the 
effect  of  forcing  Arms  and  corporations  who  did  not  want  to  own  to  buy  them  or 
lease  them.     TSat  is  only  one  effect,     Tliere  are  others,  probably. 

Q.  Haveyou  any  other! — A.  I  do  not  think  of  any  othei.     That  is  one  of  tbe  moat 

S.  What  effect,  if  any,  in  yoar  jndgment,  has  the  Fnllman  Palace  Car  Company 
nnoutlie  railroads  f^enprallyf — A.  I  think  that  the  facilities  It  has  offered  nave 
been  toe  moHt  valuable  of  all  facilities  famished  to  railroads  from  the  outside,  and 
probably  the  most  equitable  nod  the  mostilefensiblH,  and  I  believe  that  the  Pullman 
Palace  Company's  msnagenient  has  enabled  the  railroad  companies  to  afford  to  the 
pnblio  better  service  tbau  could  have  been  maintained  by  any  other  system.  Tbe 
merging  of  all  the  other  lines  into  the  Pullman  Palace  Car  Company  hns  been  simply 
the  snrvival  of  the  Attest.  Tbe  most  powerful  of  tbe  railroads  have  attempted  to 
furnish  that  sort  of  service  of  their  own,  and  it  has  proved  il  failure. 

Q.  (By  Mr.  Riplrt.)  The  policy  of  tbe  roads  operating  in  the  tSouth,  with  which 
I  understand  you  are  somewhat  familiar,  differs,  does  it  not,  in  respect  to  maintain- 
ing the  rates  at  a  perfect  equality  for  all  abippersT — A.  Ves;  I  believe  that  the  pub- 
lialied  rates  have  been  better  maintained  in  the  Bouthem  territory  in  the  last  20 
years  than  in  any  other  territory  in  tbe  United  States,     There  have  been  fewer 

flarine  breaks.  There  was,  I  remember,  at  one  time  a  eonceesion  made  from  New 
ork  Sir  the  season  to  all  Southern  States  of  about  50  per  cent  of  tbe  tarid'  rate,  by 
which  means  they  took  the  entire  spring  boeineseof  the  Southwest  from  tbe  jobherB 
of  tbe  West.  That  was  followed  by  a  cnt  of  rates,  wben  it  wait  too  late,  by  the 
Wentern  lines.  Tbey  healed  that  difference  up  within  a  few  months,  and  1  have  not 
heard  of  any  such  outbreak  since,  bnt  tbose  outbreaks  have  been  constantly 
occurring  in  other  directions. 

Q,  Now,  proceeding  to  the  discussion  of  the  long  and  short  haul  clause,  and  the 
nature  of  water  competition  in  the  Southem  States,  will  you  make  any  general 
statement  about  thatT— A.  Well,  my  statemeut  is  more  a  matter  of  judgment  and 
observAtiou,  1  believe  the  prosperity  of  the  Southem  States  has  been  largely 
depressed  and  impeded  and  delayed  by  the  fulse  principle  of  iuuoriiig  the  long  and 
short  haul  principle.  I  believe  that  the  devclopiuent  cf  the  entire  country  and  tbe 
development  of  tbe  railroad  business  has  been  palsied  by  a  principle  to  which  the 
roads  in  tbe  South  have  adhered  after  it  was  abandoned  by  all  the  other  roads  in 
the  nniverse.  Tbe  great  railroad  systems  of  (be  country  rarely  have  any  trouble 
over  the  long  and  short  haul  clause.  All  the  contention  is  centered  on  that  clause, 
as  far  as  I  know,  in  the  Southern  territory,  and  it  all  centers  arounil  tbe  idea  that 
thev  have  got  to  make  a  low  rate  to  meet  water  competition,  and  then  add  a  local 
back  to  the  interior  and  keep  all  tbe  interior  country  which  is  without  water  com- 
checked  up  to  high  rates  to  give  advantages  to  certain  towns,  whether  they 
utnereial  merit  or  not,  that  happen  to  bo  situated  on  a  railway,  creek,  or 
canal.  Any  old  thing  servoa  the  purpose  of  reducing  rates  on  water  competition  if 
they  want  to  rednoe  them.  They  can  ignore  it  in  nine  cases  out  of  ten  just  as  suc- 
cessfully as  tbey  can  maintain  freight  rates  at  other  points.  That  policy  has  main- 
tained higher  rates  to  interior  points  all  throngh  the  South  and  has  been  a  harrier 
to  Southern  progress.     That  ia  my  opinion. 

Q.  Has  not  the  Louisville  and  Nashville  Railroad  been  prominently  identilied 
with  the  opposition  to  the  long  and  short  haul  clauset — A.  It  Is  tbe  policy  of  the 
Lonisville  and  Nashville  Railroad  that  I  have  referred  to. 

Q.  Was  that  policy  in  force  before  theenactment  of  the  interstate-commeiceactf — 
A.  Oh,  yes;  it  was  an  ancient  custom  all  over  this  country.  Most  of  the  roads  got 
well  out  of  it  long  ago, 

Q.  You  were  familiar  with  its  operation,  then,  at  the  time  yon  were  a  traffic  offi- 
cial of  that  roadt— A,  Yes;  that  principle  was  tbe  principle  in  the  beginning. 

Q.  So  that  you  speak  from  personal  knowledge  of  tbe  situation  as  a  truffle  oEQ- 
cialf— A.  Yes;  1  have  observed  the  development  of  those  roads  in  the  last  36  years. 

Q,  Have  any  changes  taken  place  in  the  nature  of  competition  between  watecwaya 
andrailways  which  woaldaffettthiH  proposition  I— A.  Very  serious  changes.  When 
the  Lonisville  and  Nashville  Kailway  opened  tbe  business  alter  tbe  war  to  Nasbvule, 
water  competition  was  the  real  thing  trom  Cincinnati  and  Lonisville.    The  boats 
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were  plyinB  constantly,  and  we  hod  to  meet  that  qnwtioD  «Tery  day.  To-dfty  it  is  a 
very  rare  thing  that  a  boat  toads  with  freight  trom  Cincinnati  to  Kashville,  Tenn., 
and  yet  the  rates  are  made  il'om  Cincinnati  to  NashTille  baaed  on  old  river  compe- 
tition. The  river  itself  has  loat  its  prestl);e  aa  a  river,  and  is  drying  np.  Unless 
It  is  improved  it  will  soon  be  a  highway  instead  of  a  waterway. 

Q.  It  has  not  been  drying  up  the  last  month  or  sof — A.  That  does  not  help  navi- 
gation. Navigation  ie  conducted  undeT  greater  difiBonlties  than  nsaal.  Aa  a  matter 
of  fact,  Ohio  River  shipping  has  lost  its  existence,  with  the  exception  of  the  trans- 
portation of  very  heavy  com  modi  ties.  In  very  heavy  commodities  It  still  carries 
a  greater  tonnage  than  any  river  in  the  conntry,  bnt  I  discriminate  between  that 
and  ordinary  merchandise,  commercial  ahlpping.  It  is  not  probable  that  any  system 
of  railway  transportion  could  ever  deprive  the  Ohio  River  of  its  immense  tonnage 
In  the  coal  trade.  It  would  be  useless  to  attempt  it.  It  is  increasing  constantly, 
but  there  is  no  shipping  now  of  sugar  or  molasses.  You  wonld  think  yon  oonld  get 
»  nincb  better  rate  from  Ciuciunati  to  Nashville  by  boat  than  by  rail.  Take  a  gwid 
wbaleback  steamboat  mte  to-day,  and  oa  yon  go  into  the  higher  commodities  insnr- 
aace  militates  to  increase  the  rat«a.  The  excnse  of  river  competition  is  used  to 
depress  rates  to  a  point  like  Xashville,  and  the  rates  to  the  surronndiog  country 
a/n  made  higher  by  adding  locals  to  them.  The  effect  of  that  river  competition  is 
not  so  apparent  as  it  was.  When  the  principle  was  first  inaugurate*!  we  had  to 
make  rates  even-  day  to  beat  the  boats.     There  is  no  necessity  for  that  now. 

Q.  Is  it  true  that  the  basing  point  system  to  which  yun  have  already  referred  is  in 
a  way  a  derivation  from  the  long  and  short  hunl  system  of  making  rates) — A.  It  is 
asncceesor  to  it,  bnt  a  railroad  crossing  became  a  competing  point,  to  which  lower 
rates  were  made  than  to  the  locals  on  each  aide. 

Q.  Do  you  mean,  then,  that  beginning  with  the  theory  that  rates'innst  be  rednced 
where  there  was  competition  l>etween  water  and  rail,  they  extended  that  principle 
to  the  reduction  of  rates  at  points  where  two  railroads  cross  t — A.  Yes. 

t.  Have  you  observed  at  any  time  anyevil  efi'ects  fromthesystemf — A.  Yes;  it  is 
in  my  opinion;  evil  to  the  railroads  and  evil  to  the  people.  It  often  prevents 
and  has  prevented  the  establishment  of  industries  at  more  eligible  points  upon  a 
railroad  because  they  could  not  get  rates  to  that  point  that  they  could  get  at  the 
crossing,  A  great  many  enlightened  railroad  managers  recognized  that  all  through 
Pennsylvania,  New  England,  Ohio,  Indiana,  and  Illinois,  and  broke  it  down  because 
of  this  argument:  "If  this  man  locates  his  indiiBtry  10  miles  from  the  crossing  that 
business  belongs  to  ns,  and  we  ha<l  better  carry  it  at  the  crossing  rate  than  to  put  it 
In  jeopardy."  And  they  scattered  IndDstrios  all  along  the  lines  of  the  roads  and 
it  made  them  rich.  The  Pennnylvania  Railroad  is  one  system  that  has  done  this 
and  has  scattered  industries  from  one  en<l  of  the  rond  to  the  other.  A  man  doesn't 
have  to  own  a  comer  lot  at  »  crossing  in  order  to  get  decent  rates.  But  you  go  on 
the  other  side  of  the  river,  and  you  have  got  to  go  to  Danville  Junction  or  some  place 
to  get  a  basing  point,  or  to  Louisville,  or  to  Bowling  Oreea  or  some  crossing.  The 
Cincinnati  Southern  never  debated  that  question,  and  there  has  never  bMU  any 
conflict  with  the  long  and  short  haul  clauxe. 

S.  How  are  they  enabled  to  operate  in  practical  competition  with  the  LontsTiUe 
Nashville,  one  road  adopting  the  long  and  short  haul  clause  and  the  other  oppos- 
ing it  every  timet — A,  Well,  they  build  up  their  country ;  the  Louisville  and  Naali- 
ville  does  not. 

Q.  (By  Mr,  Philups.)  I  would  like  to  recur  to  one  matter  in  regard  to  discrimi- 
nation which  seems  to  be  quite  general  yet.  Have  yon  any  remedial  legislation  to 
snggestalong  that  line— any  remedial  legislation  to  prevent  discrimination  t — A.  No; 
I  am  afVaid  tliat  is  beyond  the  reach  of  Itgislatiim.  It  fans  its  root  in  the  selfishness 
and  ability  of  men  to  accomplish  thane  things.  I  do  not  believe  legislation  can  reach 
it.  Possibly  consolidation  can  reach  it;  posaildy  if  itockefeller  get«  more  railroad 
stocks  than  Standard  Oil  stock  he  won't  want  the  railroads  to  moke  rebates  to  the 
Standard  Uil  Company. 

Q.  A  great  evil,  you  admit,  exists  in  disrrimi nation,  and  yet  yon  think  there  can 
not  be  any  effective  legislation  passed  to  meet  thatf — A.  I  maybe  alone  in  my  opin- 
ion. That  is  my  opinion.  There  is  ample  legislation  to  reach  all  tbose  people,  ont 
it  is  the  tustrumente  you  want — the  men,  the  moral  force  behind  the  guns.  Yon  have 
got  plenty  of  legislation  to  reach  all  those  things,  bnt  there  is  not  the  determination 
on  the  part  of  the  courts  or  the  people  to  enforce  these  things.  Human  nature  is 
hnman  nature.  We  have  got  lota  of  good  laws  that  are  dead  letters,  yoa  know, 
because  the  people  don't  want  thfm  enforced. 

Q.  (By  Mi,  Ripley,)  Do  we  uiiderstnnd  that  in  your  judgment  the  Interstate 
Commerce  Commission  has  power  snHfcient  to  securemany  of  these  results,  but  that 
the  difBciilty  comes  more  in  the  disposition  than  in  the  law  itaelff— A.  That  is  my 
candid  conviction  after  about  10  yearx  of  diligent  effort  to  use  the  interstate  com- 
merce law  for  the  protection  of  the  people.  There  is  an  apathy  among  the  people 
vbichii  jnat  about  as  great  an  obstacle  to  its  enforcement  as  any  defeat  in  the  law. 
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I  have  been  an  officer  of  organizations  aeeldng  to  get  protactioD  tbroagh  the  Inter- 
Htate  Commerce  CommiaaioD  daring  tho  last  10  yean,  and  my  observation  is  tbat  the 
indiQerenoe  of  the  people  is  more  of  an  obataole.  A  gentleman  asked  me  a  moment 
ago  whj  we  didn't  reiDstate  onr  case  before  the  court.  It  ii  becaaee  onr  people  are 
indifferent. 

Q.  (By  Hr,  Fhillipb.)  Yon  thinic  the  fanlt  is  more  witb  the  oottrts  than  with  the 
Interstate  Commerce  Commission  f — A.  I  do  not  tike  to  My  there  is  any  fanlt  in  onr 
oonrta.  I  believe  the  root  of  the  evil  in  this  oonntry  is  that  the  people  are  not  alire 
to  the  necessity  of  this  thinE.  The  oonrts  will  follow  pretty  nearly  toe  impulsea  and 
requirements  of  pablic  opinion. 

Q.  Would  you  be  in  favor  of  {{ivingtbe  Interetate  Commerce  CommiBsion  aathority 
to  enforce  their  decisions  until  they  are  repealed  by  the  conrtT  That  is,  to  make 
them  bindioK  or  mandatory  nntit  the  court  Unally  aecidesi— A.  I  bave  always  felt 
that  it  would  be  right  that  the  decision  should  take  tho  same  course  as  the  decision 
of  any  other' tribunal ;  that  it  should  be  mandatory  anless  the  party  against  whom  It 
is  rendered  takes  an  appeal  and  gives  bond.  That  makes  It  eitBctive  from  the  time 
it  Is  given,  and  suspended  under  bond  as  any  other  decision  is  Bospeuded  under  bond. 
I  do  not  believe  in  making  flesh  of  one  and  fish  of  another.  I  do  not  believe  in  a 
diflerent  practice  before  the  Interstate  Commerce  Commuslon  from  what  obtaina 
before  any  other  court.  A  man  gets  a  decision  before  the  Interstate  Commerce  Com- 
mission and  then  he  has  to  sue  to  get  that  enforced  instead  ot  letting  the  otlier  Ith 
low  appeal.     That  is  one  of  the  most  radical  defecto  in  the  practice  of  that  body. 

Q.  (By  Mr.  Riplky.  )  I  waa  going  to  aek  neit  for  your  views  npon  the  qneation  of 
olasBlli cation  and  the  enforcement  of  a  nnifonn  classiScation  for  the  country  at 
large. — A.  I  consider  that  a  very  important  commeroial  igueHtion  and  one  that  I  have 
been  interested  in  for  a  great  many  years,  the  rednoinK  to  uniformity  as  fur  as  poe- 
eible  the  practice  of  the  railroads  in  classifying  freight  Jt  can  not  be  absolutely 
done;  it  can  only  be  done  approximately:  but  a  nniform  classilicatiou  could  be 
decltu«d  as  the  standard  and  put  into  effect  at  a  given  time.  At  the  same  time 
provision  should  be  made  for  »ucl)  flnibility  as  commercial  circumstances  would 
require,  subject  to  investigation.  That  is,  tbe  oommission  or  whatever  other  body 
had  power  over  the  administration  of  tbat  olaasiil cation  should  have  the  right  to 
make  modihcationB  upon  proper  representations,  and  that  should  be  the  stanilard,  in 
the  absence  of  any  ruling  to  tbe  contrary.  That  wonld  give  ns  a  basis  of  uniformity 
throughout  the  entire  country  and  would  at  the  same  time  afford  relief  asainst 
inflexibility.  I  do  not  think  transportation  rates  can  with  safety  be  absolatoly 
inflexible  all  over  this  country. 

Q.  Do«B  Cincinnati,  lying  on  the  boundary  between  two  great  otaseiBoation  terri- 
tories, suffer  f^om  the  lack  of  nniformity  in  clasaitiaationf— A.  Yes;  it  is  aprseti- 
cal  inoonvenience.  lu  making  business  calculations  shippers  must  take  into  eon- 
sideratioD  all  tbe  time  what  territory  they  are  shipping  into  and  what  olassifioation 
governs.  If  they  are  ahippiug  into  Southern  territery,  one  classiflcatlou  has  got  to 
be  arranged  for;  if  into  Western  territory,  another.  The  official  terrltorv  is  thelt 
immediate  natural  claasiflcation,  anJ  the  Ciuoinuati  merchant,  therefore,  has  prao* 
tioally  at  all  times  to  deal  with  at  least  3  classiti cations. 

Q.  Do  you  see  any  possible  resource  in  intrusting  a  Kreater  measure  of  power  oreE 
olaasiflcation  to  tbe  Interstate  Commerce  Commission t — A.  None  whatever. 

Q.  You  vonld  favor  the  right  of  appeal  howeverl — A.  Always. 

Q.  To  such  a  bodyt— A.  Oh,  yes.  I  intended  that  it  should  be  understood  in 
respect  to  all  toy  remarks  in  regard  to  the  praotiEe  before  tho  commission  that  the 
inalienable  right  of  appeal  shoald  not  be  withheld  from  anybody. 

Q.  Do  you  reoognize  any  distinction  between  tbe  power  to  presoribe  and  promnl- 
sate  rates,  as  conferred  npon  the  Interstate  Commerce  Commission,  and  the  power 
io  approve  of  those  rates  when  promulgated  in  the  first  instance  by  the  rallroadsf — 
A.  Yes.  The  power  to  approve  of  the  rates  in  tbe  Uret  instance  by  the  commissioil 
or  the  responsibility  of  approvinsof  them  would  be  demanding  more  than  any  com- 
mission would  be  capable  of  dome,  and  would  be  placing  npon  the  oommieslon  ft 
burden  of  responsibility  that  would  be  -nnwise  ana  useless.  The  projier  order  of 
procednro,  in  my  opinion,  would  be  that  every  railroad  shoald  accept  the  responsi- 
bility of  promulgating  its  rates  and  shoald  have  the  right  to  enforce  those  ratea 
until  they  were  proved  to  be  wrong,  the  burden  of  attacking  them  being  npon  the 
party  who  originates  the  proceedinss  against  them.  It  is  fair  te  suppose  that  raU- 
Toad  managers  are  lionest  and  intend  temake  an  equitable  tariff  in  the  first  instance, 
but  they  are  liable  to  error,  and  the  demonstration  of  that  error  should  not  be  mads 
b^ore  tbemselvee.  I  object  to  theprincipleof  their  deciding  upon  their  own  errors, 
and  that  is  the  only  resort  we  have  at  present.    Last  winter  tbe  railroad  companies. 


by  one  announcement,  advanced  rates  throughout  this  country  from  25  to  50  per 
n  about  SO  per  cent  of  the  commodities  that  were  shipped,  levying  an  add!- 
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to  whom  Huj  appliod.  The  grekter  proportion  of  the  oh&nges  stood ;  bnt  in  M>m« 
initanoea  it  worked  abaolote  oppresBioii,  prohibition,  and  (ustmction  of  bneinew; 
uid  the  deciaion  as  to  whether  thoee  ratsB  ahonld  Blaiid  or  not  rested  only  with  tb« 
Tailroadi  who  mode  them.  An  appeal  to  the  IntMratate  Commerce  CommiMloa  ouljr 
drew  forth  an  opinion,  and  when  that  opinion  was  carried  to  the  offlcerg  of  the 
Qovemment,  the  offioera  wonld  not  act  apon  It.  Therefore,  there  was  no  tribanal 
except  the  parties  themaelvea  before  which  that  matter  oonld  be  bronght.  It  was 
blonght  before  them  and  a  coosideruble  modiSoation  was  aocompliabed,  which  proves 
that  the  rates  were  not  perfect.  There  are  some  of  those  ohaDftes  that  are  still  sub- 
'eot  to  litigation.  Now,  if  the  Interstate  Commerce  Commission  or  the  Tepresent«- 
lives  ol  the  Oovenuuent  had  had  the  right  to  suspend  those  changes  until  thej  were 
,nstllled,  the  burden  wonld  not  have  been  placed  upon  the  manufacturers.  There 
were  instances  where  the  entire  profit  of  a  busiuesa,  built  up  after  11  or  IS  years' 
effort,  was  absorbed  by  a  stroke  of  the  pen  in  a  change  of  the  olassiflcation  of  the 
outpnt,  and  there  were  many  instances  where  a  large  proportion  of  the  profit  was 
absorbed.    Now,  that  is  wrong. 

Q.  (By  Mr.  A.  L.  H^^rris.)  1  do  not  know  whether  I  undeistand  the  witness  with 
leftard  to  the  remedies  which  he  wonld  sngKeet  for  this  condition  that  be  has  jnat 
■p<iken  of.  Is  the  remedy  sufficient  now  wHh  the  court* f — A.  No;  it  is  a  very  long 
remedy  to  go  before  the  courts.  I  know  of  one  case  that  we  prepared  for  the  courts, 
and  the  preparation  of  that  for  the  oonrts  is  costing  the  parties  really  more  than  Is 
involved. 

Q.  Has  the  Interstate  Commeroe  Commission  at  this  time  sufficient  power  of  Juris- 
diction in  a  c)uestion  of  that  kindf — A.  They  disclaim  any  power.  The;  gave  an 
opinion  adverse  to  many  of  the  ohanges  bnt  they  disclaim  the  power  to  act. 

Q.  Now,  snppose  we  go  back  to  the  power  to  approve  rates.  Would  not  that  carry 
a  little  more  power  to  the  In  teistate  Commerce  Commisaiun  in  regard  tu  the  approval 
oftberateanpon  complaint t — A.  That  wonld  be  an  endless  task.  There  is  no  commis- 
sion in  the  world  that  conld  go  over  a  tariff  and  approve  it,  'Che  man  wbo  made  the 
tariff  had  probably  an  intelUgent  impulse  iu  his  mind  when  he  made  each  adjust- 
ment. If  you  are  passing  in  review  my  work,  you  have  got  either  to  absorb  Rom 
me  by  some  magical  proeeBs  my  methods  of  thought  or  else  von  have  got  to  ignore 
them,  and  you  axe  liable  to  make  very  grave  mistakes  in  passing  in  review  my  work. 
If  I  am  an  expert  and  I  do  that  work  subject  to  yonr  criticism,  yon  stand  ready  on 
receipt  of  a  practical  complaiiit  to  make  me  .justify  my  work  in  one  partioalar 
instaiice  or  in  a  dozen  partionlar  instances.  Thst  is  a  simple  process  and  yoD  are 
judicial  and  yon  can  do  that.  Bnt  when  I  hand  yon  this  document  and  I  require 
jon  to  approve  this  and  yon  teketheresponsibllity  off  my  hands,  you  teke  a  responsi- 
bility you  are  not  able  to  handle. 

Q.  As  I  nnderstand,  the  present  condition  of  the  Intersteto  Commeroe  Commission 
is  that  even  if  it  linds  that  a  rate  is  unreasonable,  its  work  is  at  an  end  there.  It 
may  make  an  order  but  that  is  all  there  is  of  it  T— A,  Ob,  no;  they  are  charged  with 
the  duty  of  summoning  the  district  attorney  to  bring  a  suit  to  enforce  that  order. 
Then  it  goes  before  the  court.  It  is  a  most  lop-sided  way  of  getting  at  Juatioe. 
Tonr  court  of  first  resort  decides  the  thing,  and  then  yon  liave  j^ot  to  become  the 
prosecutor  and  the  defender  and  the  proponent  of  yonr  own  decision  before  another 
ooart  instead  of  sitting  still  and  letting  it  be  appealed  Hgalnst  you  and  the  appeal 
Joatiaed. 

Q.  Do  the  railroad  companies  or  the  company  complained  aMinst  make  anydefenaa 
before  the  Interstate  Commerce  Commisaiou,  as  a  rule T— A,  They  do  now;  they  did 
not  at  lint.  They  make  a  vigorous  defense  uow  because  the  coarte  have  made  one 
or  two  orders  eiclading  them  or  making  themjastlfy  very  clearly  any  effort  to  take 
Airtber  testimony.  The  first  praotioe,  yon  remember,  was  that  they  were  not 
reqnlred  to  produce  any  testimony  until  they  got  into  court  and  the  court  had  the 
whole  thing  de  novo. 

Q.  Wonld  you  make  the  finding  of  the  Interstate  Commerce  Commission  prima 
facie  evidence  In  the  court  above  or  court  of  appealsf— A.  It  is  made  so  by  the  law 
now,  is  it  notl  The  evidence  is  prima  facie.  Yes,  I  would  make  the  finding  prima 
fhcie,  and  let  the  burden  rest  on  the  other  side. 

Q.  Yes ;  then  would  you  b,ive  a  provision  in  the  law  to  advance  those  cases  npon 
the  docket  1— A.  That  is  already  there,  is  it  not! 

Q.  Already  in  the  lawt— A.  1  think  so. 

Q.  1  was  under  the  impression  that  it  was  not,  for  the  reason  that  there  were  such 
long  delays  In  the  courte. — A.  The  courts  have  been  very  good  in  advancing  cases. 
After  they  come  before  the  conrts,  the  coarte  have  been  very  good  about  advancing 
them,  as  far  as  that  ia  conoerued. 

Q.  I  had  in  mind  a  case  tbat  was  just  decided  the  other  day  in  the  Supreme  Court 
on  the  long  and  short  haul,  between  the  Board  of  Trade  of  Chattanooga  and  the 
Eastern  Tennessee  and  Georgia  Bailroad.  That  was  stated  in  the  papers  at  the  time 
to  have  been  S  yean  from  the  time  the  complaint  was  filed. — A,  Yes;  in  a  general 
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w»f  I  hsTe  b«eD  cosniEant  of  the  progreaa  of  tbat  cam  and  I  admit  I  wasvarj  miich 
■nrpriaod  at  its  commK  up  at  tllia  time.  It  is  rather  a  matter  of  anrprise  to  all  who 
bmve  been  watehinfc  tbat  caae. 

SDld  not  the  Board  of  Trade  at  Cinotnnati  rnoommend  the  pawage  of  the  Cnllom 
or  some  bill  carrying  the  proTisious  of  tbe  Cnllom  bill  t — i..  Yea. 
Q.  Have  nuuij  of  those  recommendatioDB,  do  jon  know,  gone  to  ConCTesa  in  favor 
of  the  eiUargemeot  of  the  powers  of  the  Int«ntate  Commerce  Commiaaionf — A.  Yee; 
I  think  ft  larse  Tolameortbem. 

Q.  Do  yon  fee!  tbat  tbe  most  important  matter  wonld  be  the  one  in  regard  to  mak- 
ing the  railroad  or  the  claimant,  whichever  it  may  be,  take  an  appealthe  same  as 
la  done  in  any  cMirtf — A.  I  believe  that  is  most  important. 
Testimony  cloaed. 


Washinoton,  D.  C,  May  IS,  1901. 

TE8TIM0VY  OF  HB.  OSBOKHZ  HOWES, 

Secretary  Boston  board  of  fire  underwritert. 

The  commlaaion  met  at  10.55  a.  m..  Chairman  Eyle  presiding.  At2.ISp.  m. 
Ht.  Oabome  Howee,  secretary  BoBton  Board  of  Fire  niiderwrit«rs,  appeared  as  a 
witness,  and,  beiue;  daly  sworn,  testified  as  follows: 

Q.  (By  Senator  Kyle,  )  Will  yon  give  yonr  name,  address,  and  bnsinessf — A. 
Osborne  Howes;  No.  55  Kilby  street,  Boston;  secretary  of  the  Boston  Board  of 
Fire  Underwriters. 

Q.  Have  yon  a  prepared  article?— A.  I  have  not. 

Q.  Do  yon  propose  to  cover  the  general  subject  of  the  relation  of  Canadian  and 
American  ratlways? — A.  Partly  that.  I  have  three  sabjects  which  I  shonld  like 
to  bring  to  the  attention  of  the  commission,  two  bearing  upon  questions  of  trans- 
portation— thatia.railroadandwater  transportation  from  Boston,  so  far  as  export 
trade  is  concerned — and  on  tbe  subject  of  our  merchant  marine  generally;  then  a 
third,  if  I  have  the  time,  on  our  trade  relations  with  Canada. 

On  the  first  and  the  last  I  speak  as  a  representative  of  tbe  Boston  Chamber  of 
Commerce,  of  which  I  am  a  member,  and  tbe  intermediate  one,  as  representing  tbe 
merchants'  shipping  interest  of  tbe  past,  through  my  father,  grandfather,  and 
great  grandfather,  and,  to  some  extent,  myself. 

Senator  Ktle;  Yes.    We  will  be  glad  if  yon  will  follow  up  tbat  line. 

Q.  (By  Mr.  RiPUT.)  Do  yon  have  any  ofBcial  ifosition  in  Boston  in  connection 
with  tbe  chamber  of  commerce  or  other  organizations  which  entitles  you  to  speak 

farticularlyabont  these  organizations? — A.  In  the  Boston  Chamber  of  Commerce 
am  vice-cnairman  of  their  committee  on  reciprocal  trade  relations  with  Canada. 
and  as  a  member  I  take  an  interest,  of  course,  in  the  qaestion  of  the  development 
of  Boston's  trade  with  Europe  and  with  foreign  countries  generally. 

Q.  Have  yon  been  on  State  commiBsions?— A.  I  have  been  on  two — one  that 
was  called  tbe  Rapid  Transit  Commission,  appointed  for  the  purpose  of  improv- 
ing the  systems  of  transportation  iu  and  around  Boston,  and  the  other  called  the 
Metropofitan  District  Commission,  appointed  to  prepare  a  plan  for  annexing  the 
cities  and  towns  in  and  aronnd  Boston  to  that  city  for  the  purpose  of  incre&dng 
its  size. 

Q.  If  you  will  take  up  those  topics  which  you  have,  Mr.  Howes,  in  the  way  and 
manner  yon  think  best,  perhaps  it  will  serve  the  purpose  of  the  commission, — A. 
I  maystate  then.at  the  outset,  that  Boston, next  to  New  York,  is  the  largest  com- 
mercial port  of  this  country.  Our  exports  and  imports  tor  the  year  1900  amounted 
in  value  to  $l»3.488,000;ot  that  amount  $133,85B.OO0  were  exports,  and  $68,830,000 
were  imports.  The  growth  of  the  trade  in  the  last  few  years  has  been  i^uite 
constant,  with  the  exception  of  last  year,  when  there  was  a  pause,  dne  chiefly 
to  the  fact  that  the  war  in  South  Africa  had  drawn  quite  a  number  of  tbe  steam- 
ships upon  which  we  depended  for  trans-Atlantic  transportation  to  another  line 
of  service,  thus  leaving  us.  to  some  extent,  denuded  of  our  customary  tonnage. 
The  freight  rates  on  that  account  were  very  high;  high  perhaps  from  all  Atlantic 
I»rt8,  more  especially  from  Boston,  so  that  wnile  at  the  present  time  wheat  is 
carried  from  Boston  at  about  a  penny  a  bushel,  last  year  it  was  about  3  pence,  or  S 
cents.  This  interfered  with  our  development  temporarily;  now  it  is  going  ahead 
again ,  and  1  think  this  year  the  export  and  import  trade  of  Boston  will  be  consid- 
wably  over  $200,000,000  in  value.  The  reason  why  we  have  this  trade  is  that 
Boston— sooner,  I  think,  than  any  other  city  in  the  United  States— throngh  the 
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«nteriiTiM  of  its  rsilroad  companieB  has  developed  a  system  of  terminals  asd  dock 
facilitieB  probably  superior  at  the  time  they  y/ete  bmlt  to  those  found  anywhere 
^se,  and  perhaps  so  t<Aday.  The  railroad  companies  boilt  their  own  wharves,  they 
built  their  own  l&nding  sheds  aod  elevators,  and  were  prepared,  without  inl«r- 
mediat«  charges,  to  put  f^ain  intended  for  Europe  on  board  the  vessels.  Besides 
this,  or  in  part  perhaxis  due  to  this,  we  developed  at  a  very  early  staKe  the  system 
of  carrying  freight  to  Europe  in  large  freigbt  steamers,  in  contradistinction  to 
passenger  steamers  or  small  tramp  steamers.  We  have  practically  no  tramp 
DuBlnees  in  Boston.    It  is  all  carried  on  by  the  regular  liners,  running  chiefly  to 


American  cttv— greater  even  than  that  of^New  "Sork  City,  The  steamers  have 
been  built  of  tne  largest  size  for  freight-carrying  purposes,  and  have  been  increased 
in  size  from  time  to  time;  the  onlylimitation  just  now  is  the  depth  of  our  harbor 


channel  which,  nnless  we  can  get  it  increased,  will  probably  put  a  barrier  ii 
way  ot  a  very  material  increase  in  tonnage. 

The  four  lines  that  vfb  have  there — the  largest  freight-carrying  lines — are  th» 
Leyland,  the  Dominion,  the  Canard,  and  the  Warren.  Three  of  tnese  now  carry 
Mssengers  to  some  .extent;  one  of  them  is  simply  a  freight  line.  The  export  rates 
from  Chic^o  or  from  western  points  to  Liverpool  via  Boston  are  the  same  as 
those  via  New  York,  The  local  rat«s — the  local  east-bonnd  rates— on  sixth-class 
merchandise  are  2  cents  higher  to  Boston  than  they  are  to  New  York,  aud  this 
has  been  thought  to  act  somewhat  as  a  deterrent  upon  the  hTiilrting  np  of  a  loc^ 
grain  business.  That  is  to  say,  we  have  not  there— as  is  found  m  New  York, 
Philadelphia,  and  Baltimore— a  large  quantity  of  spot  wheat,  which  can  be  shipped 
either  to  one  foreign  port  or  another  as  the  exigencies  of  the  trade  require.  The 
contracts  for  shipments  are  almost  entirely  made  at  Chicago  or  beyond,  and  it 
simply  passes  through  Boston ,  giving  UH  poasibly  in  this  respect  less  of  gain  in  the 
matter  of  trade  than  we  should  receive  if  shipment  were  made  directly  from  Bos- 
-  ton,  as  is  the  case  at  New  York.  This  has  prevented  the  bnilding  np  of  a  tramp 
steamship  business  and  has  confined  our  exports  a  good  deal  to  EnglaLd.  Weget 
very  little  of  the  continent  trade;  we  get  very  little  of  what  is  called  whole-cargo 
bnsmess,  where  a  steamer  is  chartered  to  carry  a  cargo  to  one  point  or  another  m 
Europe  or  elsewhere.  Apart  from  that  I  am  not  t^pared  to  say  that  the  3-cent 
differential  against  us  is  a  serions  drawback.  Theoretically  it  may  be  wrong, 
but  practically,  if  a  grain  merchant  were  to  bring  300,000  bushels  of  grain  to  Bea- 
ton as  a  local  venture  and  afterwards  should  wish  to  ship  it,  he  could  get  a  rebate 
from  the  railroads  equivalent  to  2  cents.  The  theoretic  wrong  is  that  there  is  no 
particular  reason  why  when  a  shipment  of  certain  carloads  of  grain  leaves  Chi- 
cago for  Boston,  part  of  the  cars  carrying  grain  intended  for  local  use  and  a 
g»rt  of  them,  carryinggtain  intended  for  foreign  shipment,  that  the  New  York 
entraf  or  the  Lake  Shore  should  receive  more  per  car  for  hauling  the  former 
than  the  latter.  They  do  the  same  service  and  practically  should  he  paid  the 
same  price;  bnt  in  working  it  out  I  do  not  think  the  system  causes  serious  loss. 
The  differential  is  about  |8  on  a  carload— that  is,  on  a  W,000-pound  carload.  The 
rates  at  Boston  are  assnmed'to  be  maintained,  as  they  are  tiiroughont  the  United 
States,  by  the  rules  of  the  Interstate  Commerce  Commission,  bnt  we  have  a  belief 
that  while  these  rates  are  ofBcially  promulgated  they  are  by  no  means  always 
observed.  The  statement  is  made  that  if  a  dealer  has  a  large  shipment  coming 
from  Chicago  he  can  get  a  rate  made  that  is  a  temporary  rat«.  Perhaps  therail- 
road  agent  at  Chicago  will  write  a  letter  notifying  the  Interstate  Commerce  Com- 
mission that  the  r^lroad  has  changed  its  rate,  and  then  S  minntes  afterwards 
write  another  letter  stating  that  it  has  been  changed  back  to  the  old  rate.  At 
the  present  time  we  are  aware  in  Boston  of  grain  going  to  Europe  via  Baltimore— 
which  has  a  differential  in  its  favor  so  far  as  railroad  charges  are  concerned— 
in  such  quantities  as  to  indicate  that  there  has  been  in  addition  some  cut  made  in 
the  rates,  I  think  it  is  thought  by  shippers  in  Boston^those  interested  in  steam- 
ers and  interested  in  the  shipment  of  grain — that  railroad  rates  are  still  largely 
matters  of  trade;  although  if  a  cut  is  made  in  rates  via  one  city,  it  is  pretty 
i^nicMy  fonnd  out  and  the  others  adjnst  themselves  to  these  new  conditions.  In 
tmies  past — and  to  quite  an  extent  at  the  present  time — the  fact  that  Boston  has 
railroad  connection  with  the  West  by  Canada  has  been  looked  upon  by  our  mer- 
chants as  of  distinct  advantage.  Until  quite  recently  the  financial  and  commer- 
cial interests  of  the  American  trunk  lines  ended  at  the  Hudson  River,  and  the 
tendency  of  such  influences  as  they  conid  exert  in  the  direction  of  freight  was 
tmqueetionably  used  to  the  detriment  of  Boston  as  a  shipping  point  for  grain 
intended  for  foreign  markets.  In  this  exigency  the  Canadian  roads  came  to  our 
help.  It  was  for  their  interest  to  have  the  shipments  sent  to  Boston,  and  through 
the  competition  which  they  could  offer  we  reoetved  from  the  American  trunk 
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linee  a  consideratioii  which  would  Dot  otherwiBe  have  been  accorded  to  as.  It  is 
poBBible  that  recently  tliat  advantage  has  been  partly  neatralized.  The  New 
York  Central  haa  acquired  by  lease  the  Boston  ana  Albany  Railroad  and  now  haa 
a  financial  interest  m  having  goods  shipped  to  Beaton,  as  great  as  and  perhapa 
even  more  than  it  has  in  having  them  shipped  to  New  York  City.  It  has  acqoired 
the  splendid  terminal  facilities  of  the  company  whose  prorierty  it  leased  and  is 

="eat  the  present  time  to  greatly  enlarge  these.    The  Boston  and  Maine 

d  the  Fitchbnr^  road,  which  is  also  a  great  grain-carrying  road,  and  the 
influences  that  it  can  bring  to  bear  upon  the  American  trnnk  hues  by  the  lar^ 
amonnt  of  westward-bonnd  freight  it  controls  has  also  a  tendency  to  bring  bnai- 
nesB  to  Boston  rather  than  to  divert  it  to  New  York  or  other  Southern  poiita. 

During  the  winter  months  of  the  year  Boston  has  been  in  the  past  the  shipping 
point  for  a  great  deal  of  the  freight  that  haa  been  brought  over  the  Canadian 
railways.  In  summer  grain  that  arrives  at  Montreal  can  l>e  sent  jnst  as  cheaply 
to  Liverpool  by  st«amer  from  that  port  as  from  Boston,  and  hence  there  ia  no 
reason  why  this  grain  shonld  be  hamed  360  or  370  miles  farther,  when  it  can  be 
pnt  directly  on  board  the  at«amers  at  Montreal  and  carried  acroea  the  Atlantic 
quite  as  well  as  from  Boston.  Therefore  we  never  expect  to^et  mnch  grain  via 
Canada  in  the  summer.  In  winter,  when  the  St.  Lawrence  is  closed  by  ice,  a 
great  deal  of  grain  has  come  to  Boston  for  shipment.    The  tendency  in  the  last 

Siar  or  two  has  been  somewhat  against  this  trade.  A  spirit  of  antagoniflm  haa 
some  extent  grown  up  in  Canada,  a  feeling  due  in  part  to  the  belief  that  trade 
relations  between  the  two  countries  are  not  all  that  th^  should  be,  and  out  of 
this  spirit  of  antajjonism  might  well  arise  strong  political  feeling,  which  nlti- 
mately  might  have  mfluence  upon  a  great  railroad  corporation,  auch  as  the  Cana- 
dian Pacific.  Its  effect  has  been  to  lead  it  to  nae  Canadian  shipping  pointa 
rather  than  those  in  the  United  States,  and  on  this  account  the  Canaaian  Pacific 
has  Iat«ly  sent  almost  all  of  its  winter  shipment  to  Europe  via  St.  Johns,  New 
Brunswick.  The  Grand  Trunk  has  also  developed  its  terminal  facilities  at  Port- 
land, Me.,  which  have  injured  Boston  to  some  extent,  but  Portland  is  a  city  of 
the  United  States,  and  the  Grand  Trunk's  winter  shipnienta  from  that  place  have 
grown  very  materially  in  size  within  two  or  three  years  past  and  promise  to  be 
very  much  lareer  in  the  years  that  are  to  come. 

Q.  (By  Mr.  Clarke.)  TheOrand  Trunk  line  extends  to  PortlandP—A.  Ingoing 
to  Portland  it  carries  freight  entirely  over  its  own  line.  It  does  not  need  to  share 
any  of  its  earnings  with  another  railroad  company.  This  is,  of  course,  the  rea- 
son for  its  action.  This,  in  a  general  way.  Mr.  Chairman,  is  all  I  have  to  say  in 
relation  to  onr  local  questions  of  transportation. 

Q.  (By  Mr.  Ripley.)  You  might  go  on.— A.  Very  well;  I  will  take  up  the 
next  aabject.  What  I  have  now  to  say  is  not  a  statement  that  I  am  piepared 
to  make  on  behalf  of  the  Boston  Chamber  of  Commerce,  for  the  reason  that  the 
chamber  of  commerce  has  never  taken  any  action  on  the  general  question  o(  the 
method  to  be  adopted  for  the  revival  of  the  American  merchant  marine  interest. 
There  has  been  a  oivision  of  sentiment  between  different  sections  of  the  chamber, 
and  it  has  been  thought  well  not  to  take  any  action  whatsoever,  so  that  these 
opinions  are  my  own.  I  may  state  that  my  father  and  grandfather,  and,  further 
back  my  ancestors  for  several  generations,  have  been  American  seamen.  Hy 
father  and  grandfather  were  ship  merchants  in  Boston,  and  it  was  my  expecta- 
tion to  carry  on  the  same  business.  For  that  reason  I  went  to  sea  as  an  officer  in 
the  Pacific  Mail  Steamship  Line,  for  the  purpose  of  learning  the  business,  and, 
having  aci^uired  more  or  less  knowledge  of  steamshippine,  the  business  fell  flat 
and  iTeft  it.  What  I  wish  to  say  is  that  I  think  it  is  tlie  desire  of  all  Americans 
to  have  our  merchant  marine  resuscitated,  and  that  there  is  a  willingness  on  the 
part  of  practically  all  of  onr  people  who  think  anything  abont  this  subject  to  do 
all  that  they  can  which  will,  in  their  opinion,  legitimately  bring  about  that  result. 
Onr  merchant  marine  m  the  past  has  been  snbject  to  great  fluctuations  due  to  a 
variety  of  causes.  In  1T90  the  merchant  tonnage  of  the  United  States  registered 
for  the  foreign  trade  was  384,000  tons.  In  20  years  from  that  time — in  1810 — it 
had  grown  to  9>jl,0()0  tons;  that  is,  it  had  increased  nearly  threefold.  That  result 
was  chiefiy  due  to  the  enormous  advantages  which  our  people  enjoyed  in  conse- 
quence of  the  disturbances  in  Europe  growing  out  of  the  Napoleonic  wars.  Our 
connt^  was  practically  the  only  central  nation  in  the  world.  We  secured  a  great 
deal  of  the  freight-carrying  which  otherwise  would  have  gone  to  other  nations. 
But  after  1810  tlie  merchant  marine  of  the  Unit«d  States  suffered  a  very  serious 
decline,  and  did  not  recover  from  that  decline  for  37  years.  In  1830  it  had  fallen 
from  981,000  tons  in  1810  to  537,000  tons,  and  with  various  ups  and  downs  it  con- 
tinued until  1847.whenit  gradually  gained  the  size  that  it  had  previously  attained 
in  1810.     It  then  amounted  to  1,047,000  tons.     From  1847  to  1861  it  went  ahead 
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1  leaps  and  bonnda,  so  that  when  tbe  ciril  war  broke  out  we  had  a  merchant 
lage  registered  for  roreign  -vojakob  of  3,4e6jH)0  tons,  or  a  tonnage  within  a 
f  small  fraction  eqnivalent  to  tnat  which  England  at  that  time  posaeeaed 
a^ed  in  the  same  bnsineaa. 

hia  gain,  beeinning  in  1847,  was  partly  dne  to  the  development  and  opening 
of  trade  with  CallfoTnia.  The  discoTery  of  gold  in  1849,  and  the  great  influx 
aigration  which  took  place  at  that  time,  waa  promptly  utilized  by  the  Ameri- 
merchants  by  boilding  new  veesele  and  eending  them  oat  there.  The  profits 
:he  Toyagee  were  very  great.  I  have  known  of  some  vesaela  in  which  my 
lily  have  been  intereeted— new  thousand-ton  shipe— that  when  they  cleared 
n  Boston  Light  on  their  voyages  oat  to  San  Francisco  had  obtained  freight 
ley  enough  on  that  one  voyage  to  pay  the  entire  cost  of  baUding.  Of  coarse, 
t  'waa  a  great  stimnlas  to  new  constraction.  When  in  California  these  vessels 
nd  very  little  to  do  in  the  way  of  what  woold  be  tormed  a  coastwise  trade. 
)  trade  from  New  York  to  San  Francisco  was  coastwise  bosineaai  bnt  there 
i  no  retnm  cargo  to  warrant  matins  the  long  trip  homeward  from  San 
incisco.  Vessels  woald  go  to  the  Chincna  Islands  ofF  the  coast  of  Pern  to  load 
ino,  or  wonldgo  to  China,  India,  the  Philippine  Islands,  and  varions  places  to 
reinm  cargoes,  either  to  the  IJnited  States  or  to  Earope.  In  this  way  we 
ered  largely  into  the  maritime  baaineBS  of  the  world.  We  fonnd  at  that  time 
t  wB  posBeaaed  better  vessels;  that  onr  officers  and  sailors  were  better  adapted 
;be  bnsinees;  that  we  could  make  qaicker  trips,  deliver  onr  cargoes  in  better 
ler  than  the  ships  and  crews  of  any  other  nation.  This  was  so  well  recf^iized 
-t  for  5  or  0  years  before  the  outbreak  of  oar  civil  war  an  American  Mip  in 
Iboome,  Sidney,  Hongkong,  Calcutta,  or  in  any  of  the  great  foreign  sea- 
is  of  the  world,  could  obtam  better  charters  to  carry  goods  to  England  or  to 
rmany  than  the  English  or  German  merchants  woold  give  to  the  vessels  of 
•ir  own  nations.  We  obtained  them  simply  because  of  the  anperior  manner 
which  we  carried  on  the  businesa. 

fhe  decline  came  from  the  obvious  causes  ol  the  war;  the  destmction  of  vesselB 
the  Confederate  privateers,  and  also  from  the  high  war  rates  that  shippers  in 
cerican  bottoms  were  compelled  to  pay.  That  is  to  sav,  if  an  American  vessel 
.s  loading  in  Calcutta  for  either  Livra^mol  or  Boston,  sne  had  to  take  her  cargo 
what  the  English  merchant  ship  would  get  for  the  same  bosinesa,  less  what  the 
p^r  had  to  pay  in  the  way  of  war  premiums,  so  that  it  made  a  distinct  rednc- 
n  m  the  possible  profits  of  the  American  ship  merchants.  However ,  that  would 
ve  righted  itself  when  the  war  was  over  if  flie  conditions  in  the  matter  of  price 
d  permitted  us  to  bnlld  ironcraft,or  if  we  hadrepealed  the  laws  that  prevented 
i  purchase  of  foreign-built  ships  by  American  shjp  merchants.  We  had  begun 
■n  construction  before  the  war  and  begun  it  very  successfully.  There  were  2 
■amers — the  MattachuKUt  and  the  South  Carolina — bnilt  to  ran  between  Bos- 
a  and  Charleston,  S,  C,  and  3  more— the  MUsitsippi  and  the  Merrimac — built 
run  between  Boston  and  New  Orleans,  All  of  these  4  iron  vessels  had  been 
nstructed  in  Boston  Harbor  some  years  before  the  outbreak  of  the  civil  war, 
ley  were  employed  part  of  the  time  in  the  Qovemment  service  as  transports. 
le  of  them — the  South  Carolina — was  in  service  as  a  merchant  ship  only  4  or 
/ears  ago,  and  may  still  be  running  between  Panama  and  some  of  the  ports  of 
'utral  America  on  the  Pacific  coast,  showing  the  well-bnilt  character  of  the 
ssels.  In  spite  of  this  experience  the  tendency  at  that  time  among  the  Ameri- 
,n  shipowners  waa  to  favor  wooden  rather  than  Iron  vessels,  and  they  held 
that  under  conditions  which  proved  to  a  certain  extent  disastrous  to  ttiem. 
mow  of  this  particularly,  because  mv  father  was  the  largest  individual  owner 
id  manager  of  a  line  of  steamers  which  wan  formed  in  1866  to  run  between 
)ston  and  Liverpool,  called  the  American  Steamship  Company.  This  company 
lilt  its  steamers  of  wood  in  spite  of  theadvice  that  they  should  build  iron  vessels, 
lese  were  wooden  projwUer  ships.  The  enterprise  anfortanately  failed.  There 
asnot  sufficient  businesg,  and  the  original  cost  of  the  craft  was  too  high  to  make 
puwible  te  pay  dividends  on  the  basinees  done.  The  same  backwardness  in 
is  respect  was  shown  in  the  case  of  the  Pacific  Mail  Steamship  Company  during 
e  time  that  I  was  in  its  service.  At  that  time  the  Pacific  Mail  was  receiving  a 
rge  Butaidy  for  carrying  the  mails  between  San  Francisco  and  Hongkong, and  I 
!iH  an  officer  on  thenrst  steamer  of  the  line  that  was  builtfor  trans-Pacific  trade 
irpoass— the  Oreat  Republic.  There  were  also  3  others — the  China,  the  Alaska, 
id  the  Japan.  The  company  spent  some  SS, 000, 000  in  bnUding  wooden  side-wheel 
earners,  which  were  as  poorly  adapted  to  the  business  they  were  intended  to  per- 
inn  as  it  was  possible  to  have  them.  They  were  bnilt  after  the  old  ty3>e,  just  as 
pamers  are  now  built  to  run  up  the  Hudson  Biver.  that  is  80  far  as  their  engines 
ere  concerned,  although  long  before  that  time  the  English  had  changed  to  ^^g{^ 


IHDUSTSIAL  OOJOOBSION: — TBAN8P0ETATI0N. 


UT  lieBTv  cai^  OIL  boiird, 
simply  coal  enough  to  carry  her  over,  and  yet  so  deeply  lades  that  th«  ddewheelii 
vonLdbardlytamaroand.tuid  she  proceeded  at  the  rateof  abont  Iknotsanhonr 
tintil  lit^htened  up  by  the  conaomption  of  her  coal.  Fonr  days  oat  we  stmck  ft 
severe  gale,  which  washed  the  paddle  boxes  and  a  part  of  the  gnarde  oS,  uid  we 
came  into  San  Francisco  with  the  paddle  wheels  bare  of  covering  over  them. 
Now,  the  money  speat  In  bnildine  theae  vessels  was  practically  thrown  into  the 
sea,  so  far  as  the  development  of  American  commerce  was  concerned.  The  anb- 
sidy  voted  by  Congress  engendered  the  belief  in  the  minds  of  the  managers  of  the 
company  that  they  could  do  almost  anything.  There  waa  in  any  event  a  profit 
obtainable  and  tbey  built  in  a  haphasard  fa^on. 

The  result  of  euWdiee  to  American  steamship  lines,  so  far  as  the^  have  been 
tried,  has  not  been  In  the  least  satisfactory.  A  great  d^  has  been  said  about  the 
GoUins  Line  to  the  effect  that  if  their  subsidies  had  been  continued  the  line  could 
have  been  bnilt  ap.  That  line,  unfortunat«lv,  was  doomed  before  the  snbeidv 
ended.  It  was  caused,  perhaps,  through  no  fault  of  its  managers,  but  through 
circnmstaaces,  i>erhap8,  oeyond  their  control.  As  the  committ«e  may  remember, 
it  lost  two  st«^ers — one  the  Arctic,  off  the  coast  of  Newfoundland  under  tragical 
conditions  so  far  as  the  loss  of  lifewae  concerned;  another  steamer— the  ftieulo — 
sailed  from  port  and  was  never  again  heard  of.  This  line  at  that  time  ana  the 
English  lines  at  that  time  were  largely  pasBenger  lines.  They  did  not  carry  com- 
mon freight.  Freight  was  not  carried  by  steamers  across  the  Atlantic  to  any 
great  extent  until  alter  the  discovery  of  the  compound  engine  and  its  subseqnent 
developments;  and  at  that  time  and  now  the  passenger  lines  of  steamers  depend 
for  patronage  npon  the  sttcoesB  and  safety  with  which  they  cany  those  who  entrust 
themselves  to  tneir  care.  To  lose  two  of  its  steamers  m  a  short  time  would  be 
fatal tothe  businessof  auyoompany.  In  ISTStfae  White  Star  Line  lost  the  Atlantie 
on  the  coast  of  Nova  Scotia,  and  it  required  6  or  S  years  before  it  could  recover  ltd 
ground  and  have  passengers  go  with  it  as  freelv  as  they  did  with  other  lines.  A 
great  many  people  I  know  would  never  think  of  going  across  the  Atlantic  on  the 
French  line  of  steamers,  simply  from  the  knowledge  they  have  of  the  troubles 
that  have  occurred  when  an  accident  has  taken  place.  The  fate  of  tJie  Collias 
Line  was  one  of  those  misfortunes  which  come  about  through  hard  luck;  through 
so  fault,  perhaps,  of  the  managers;  through  no  fault  of  the  officers,  because  they 
had  a  splendid  set  of  men  on  b<nrd  of  the  steamers.  Anotherline,  if  it  hadstulied 
at  that  time,  and  had  not  encountered  these  mishaps,  would  have  had  very  much 
better  success. 

It  has  been  fret^nentlf  said  that  our  merchant-marine  bneinees  fell  off  and 
declined  a  long  time  prior  to  the  war,  for  the  reason  that  earlier  in  the  century 
we  carried  averymach  larger  percentage  of  onr  exports  and  imports  in  American 
bottoms  than  we  did  at  a  Uiter  period.  For  instance,  in  1826,  9Si;  per  cent  of  all 
the  exports  and  imports  of  the  United  States  went  in  vessels  sEuIing  under  the 
American  flag;  but  at  that  time  all  the  tonnage  that  we  had  registered  for  foreign 
voyages  was  694,000  tons.  In  1865,  when  we  had  nearly  3,S0O,000  tons,  we  only 
carried  65  per  cent  of  our  exports  and  imports,  bnt  this  was  due  to  the  fact  that 
our  American  merchants  had  found  a  better  busiseBS  than  carrying  these  exports 
and  imports  of  our  own.  They  were  then  the  common  carriers  of  the  world  and 
were  drawing  large  profits  from  transacting  that  business.  With  the  vessels  that 
my  father  owned  and  controlled,  it  frequently  happened  that  they  sailed  from 
New  York  or  from  Boston  on  a  foreign  voyage  and  did  not  again  return  to  an 
American  port  for  4  or  5  years.  They  were  doing  bnsineBa  all  over  the  world. 
Now  and  then  they  would  come  home  again  for  the  purpose  of  refitting^,  bnt  we 
were  having  such  a  profitable  husiness  at  that  time  that  whether  the  freight  was 
American  or  foreign  was  a  matter  of  indifference.  At  that  time,  too,  wnen  we 
were  building  up  our  trade  in  this  rapid  manner,  we  were  paying  to  those  whom 
we  eniployed  as  officers  and  men  on  our  vessels  relativelv  much  more,  as  com- 
pared witti  that  iiaid  on  foreign  ships,  than  we  pay  at  tne  present  time  when 
compared  with  these  foreign  rates.  It  has  never  been,  in  the  development  of  the 
American  merchant  marine,  a  question  of  maintenance.  It  has  always  proved 
ti^at  when  we  have  had  an  opportunity  we  could  pay  more,  simply  because  we 
obtained  a  great  deal  better  service  for  what  we  paid.  I  remember  on  the  first 
voyage  that  I  made  across  the  Atlantic—that  was  in  1361,  on  one  of  my  father's 


ships — that  we  overtook  and  passed  a  number  of  English  vessels,  and  the  contempt 
was  inexpressible  with  which  our  American  officers  looked  down  upon  what  thev 
called  "  tbe  lime  juicers."    These  latter  were  not  in  a  class  with  them. 


The  difficulty  that  we  experience  at  the  present  time  and  have  for  years  expe- 
-"         "  's  that  we  can  not  get  the  tools  of  our  trade  at  alow  price.    So  far  as  the 
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American  afaipbnilder  Ib  Qcmcemed,  he  haa,  tuifortimatelT,  acted  daring  tttie  loi^ 
series  of  years  as  a  d(w  In  the  manger  in  regard  to  the  merchant  marine  of  the 
United  States  engaged  in  the  foreign  trade.  He  has  not  been  in  a  position,  dae 
to  the  high  price  ofmateriab,  iron  and  steel,  to  btdJd  veesels  and  maintain  com- 
petition on  equal  terms  with  foreigners.  At  the  present  time  the  annual  depre- 
ciation in  yesael  property  is  very  ^eat,  representing  approximately  10  per  cent  a 
year,  so  that  if  one  vewel  costs  {200,000  and  another  foreign  competing  veeael 
costs  $100,000  the  depreciation  each  year  practic&Ily  representa  what  wonld  be  a 
fair  retom  npon  tbu  money  invested,  and  it  is  a  dead  loss  to  the  American  and  a 
good  profit  b>  the  foreigner.  If  the  American  ahipbnildere  hod  been  willing — 
Decanae  it  Is  largely  through  their  InsieteDOv  that  the  law  has  not  been  changed — 
if  tiiey  had  been  willing  to  permit  the  pnrcnase  of  foretgn-bailt  ships  by  Ameri- 
can ehip  merchants  they  would  have  had  just  as  much  to  build  themaetTes  for 
the  coastwise  business  and  probably  a  great  deal  more  in  the  way  of  repairing 
than  they  have  had  of  vessels  engaged  in  tbo  foreign  trade,  and  wonld  not  have 
been  the  means  of  continuing  our  merchant  marine  in  the  paralysed  condition  it 
has  remained  in  for  the  last  30  years. 

Q.  (By  Mr.  Clares.)  Has  there  been  a  difference  of  one-haU  in  the  cost? — A. 
There  haa  at  times.  It  haa  varied,  of  course,  very  materially  with  the  difference 
of  prices  in  the  different  countries,  and  that  has  not  been  a  constant  factor  at  all. 

Q.  You  understand  the  difference  to  be  much  less  now  than  formerly? — A.  Oh, 
yes;  it  is  very  mnch  less  now.  It  is  a  corloas  fact  in  this  connection  that  the 
difference  in  cost  between  the  foreign-built  vessel  and  the  American  vessel  depends 
largely  npon  the  character  of  the  trade  in  which  she  is  to  be  used.  The  ronghly 
built  freight  steamer  costs  relatively  more  to  bnild  in  this  conntry  than  the  finely 
finished  passenger  steamer.  I  have  no  means  of  knowing,  but  I  have  not  the 
least  doubt  in  my  mind  that  Mr.  Cramp,  when  he  iias  succeeded  in  obtaining  con- 
tracts for  the  constmction  of  Rneaian  or  Japaneee  battle  ships  or  cruisers,  has 
made  money  out  of  the  operation  and  that  he  nas  been  given  these  contracts  sim- 
ply because  he  could  build  these  war  shipa  just  as  cheap  as  the  foreigner  conld 
Doild  them.  The  reason  that  he  has  been  able  to  do  this  has  been  becanse  of  the 
immense  amount  of  American  labor  that  has  entered  into  the  constmction  of 
these  vessels.  The  relative  cost  of  the  raw  material  in  such  craft  has  amounted 
to  much  less  in  the  aggregate  than  would  be  the  case  with  a  common  freight  car- 
rier, where  the  cost  of  the  raw  material  is  practically  everything  and  the  mere 
slapping  of  it  together  constitutes  bnt  a  relatively  sm^  percentage  of  the  charge. 
I  know  that  a  number  of  years  ago  I  went  through  the  snipbuilding  works  on  Sie 
Clyde  of  the  Messrs,  Thompson,  who  built  a  large  number  of  the  Cnnard  steam- 
ers, and  they  told  me,  as  an  example  of  this,  that  they  had  all  the  woodwork  for 
their  steamers  either  made  in  Cincinnati,  or  had  imported  from  Cincinnati  to  Glas- 
gow the  workmen  who  were  to  do  it,  because  the  work  could  be  perfonoed  very 
much  cheaper  in  onr  country  or  by  our  countrymen  than  by  foreigners. 

I  am  of  tne  opinion  that  the  resuscitation  of  our  merchant  marine  would  take 
place  at  the  present  time  very  quickly  if  the  obstructive  laws  in  regard  to  the 
ownership  of  foreign-built  ships  were  repealed  and  we  could  place  ourselves  in 
this  respect  on  the  same  plane  as  oil  of  the  other  great  maritime  countries  of  the 
world,  which  have  practically  no  restrictions  of  this  kind.  The  fact  that  so  much 
American  capital  has  been  invested  in  foreign  tonnage,  as,  for  instuice,  in  the 
recent  purchase  of  Mr.  Morgan,  indicates  that  it  is  not  a  qnestion  of  capital.  We 
can  get  all  the  money  we  want  to  build  up  onr  trade,  provided,  as  I  said  before, 
we  can  get  the  tools  oy  which  that  trade  is  to  be  carried  on  upon  equitable  terms. 

Q.  Is  It  your  understanding  that  Mr.  Morgan  was  able  to  buy  thoee  vessels  as 
anybody  would  have  been?— A.  No;  lahouldsnpposeMr. Morgan. bythelargepur- 
chases  he  has  made  of  almost  everything  lately,  was  better  able  than  most  people. 

Q.  Then  he  haa  not  been  hampered  in  any  way  in  buying  them? — A.  No;  I 
should  say  in  the  case  of  the  Leyland  line  he  has  been  far  nom  hampered.  I 
understand  that  the  Leyland  stock  represents  seven  stock  waterings  and  yet  he 
has  paid  a  premium  on  that. 

Q.  But  he  has  been  able  to  aoqnire  the  tools  of  tiie  trade? — A.  Yes;  except  that 
they  are  under  the  T^^Bliwh  fiag, 

Q.  Well,  if  it  will  not  dist^cert  you,  will  you  please  tell  ns  wherein  there 
would  be  an  advantage  to  him  in  having  them  under  the  American  flog? — A.  Oh., 
I  should  say,  so  far  as  Mr.  Morgan  is  concerned,  it  would  be  perhaps  a  question 
of  sentiment. 

Q.  (By  Senator  EviiE.)  Of  what?— A.  Sentiment. 

Q.  Sentiment?— A.  It  is  nredsely  similar  to  conditions  that  existed  during  our 
civil  vari  alKTge  number  of  Americans  placed  tlieir  veaaels  under  the  English  flag, 
or  under  the  ^waiian  flag,  or  some  other  foreign  flag.    My  people  did  not.    They 
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preferred  to  pa;  the  war  premimn,  mn  all  the  riiks  of  captnre,  and  sail  their 
vessels  as  Americans.  It  was  a  qneetion  of  sentiment,  and  senttnient  plays  a 
pretty  Iwve  part  in  the  conduct  of  the  affairs  of  this  world. 

Q>  (ByMr.  Clabkk.)  Kow,  do  yon  think  that  sentiment  would  be  entertained 
mon  etxongly  by  the  owner  tiian  oy  the  people  at  larKe? — A.  I  think  it  wonld  be 
fairiy  devuoped.  I  think  that  if  eliipownere  conld  bay  their  veaaela  in  foreign 
uMpyards  ^lat  they  wonld  do  eo  very  quickly. 

Q.  They  can  buy  them;  that  has  been  proved. — A.  They  can  bny  them;  bnt  I 
mean^ve  to  them  American  registers. 

Q.  WeIl,now,if  they  bonght  them  there,  they  wonld  not  have  them  made  here? — 
A.  Mo;  but  they  are  not  made  here  now.    That  is  the  troabie. 

Q.  ^nce  steel  has  entered  so  largely  Into  the  constmctdon  of  these  vessels,  and 
siiice  this  conntrf  has  become  the  greatest  prodncenof  steel,  is  it  not  poedblo  that 
they  may  be  made  here  jnst  as  cheaply  as  abroad,  and  perhaps  even  more  so? — A. 
I  think  so,  in  time. 

Q.  In  yoor  opinion,  tberefora,  they  do  not  need  to  be  especially  subsidized  or 
encouraged  by  the  American  Oovemment?— A.  I  do  not  think  there  is  any  need 
for  subdfdieB.  I  should  say  even  now  that  the  conetmction  of  American  veseelfl 
might  be  undertaken  if  we  could  obtain  at  our  shipyards  all  of  the  advantages  of 
our  low-^ced  steel.  That  is  to  say,  if  American-made  ship  plates  were  m  all 
cases,  or  in  most  cases,  sold  as  cheaply  U>  American  shipbuilders  as  they  are  sold 
to  the  builders  of  vessels  on  the  Clyde  in  Scotland  and  Tyne  in  Ehudand. 

Q.  If  no  foreign  government  was  encouraging  its  merchant  marbe  engaged  in 
foreign  bade  by  way  of  subaidy  or  postal  bonn^  or  any  other  method,  would  you 
see  any  necessity  toi  this  Oovemment  doing  itT^A.  I  do  not  see  any  necessity  at 
the  present  time,  tor  the  reason  that  1  am  not  aware  that  in  the  transportation  of 
freight  any  toteigtt  government,  with  the  exception  of  France  and  Italy,  where 
it  has  proved  a  fulure.  are  aiding  their  merchant  marine  by  subsidies. 

Q.  Is  the  subsidy  paid  by  Great  Britain  and  also  that  paid  by  France  limited  to 
th«r  passenger  steamers?— A.  That  paid  by  Great  Britain  is  entirely.  That  paid 
by  France  is  a  general  subsidy  and  has  proved  a  disastrous  failure.  It  has  not 
stimnlated  its  merchant  marine.  I  am  not  aware  of  a  single  vessel  obtaining  a 
mail  subsidy  from  the  English  Government  that  is  not  a  passenger  steamer  and  a 
mail-carryitw  steamer. 

Q.  I  hope  Ihave  not  diverted  you  from  your  talk. — A.  I  had  reached  that  par- 
tionlar  phase  of  it. 

Q.  (By  Hr.  Fabqvhab.)  The  subsidy,  Mr.  Howes,  that  is  paid  to  the  Peninsa- 
lar  and  Oriental,  is  that  paid  to  passenger  steamers?— A.  Tee;  these  are  aU  pas- 
senger steamers. 

(j.  But  the  Peninsular  and  Oriental  line  was  never  mainly  dependent  cm  pas- 
senger trade. — A.  Probably  not;  theycarryfreightas  well,  but  their  main  source 
of  earnings  is  their  passenger  business. 

Q.  What  do  you  say  about  the  North  German  Lloyd,  that  has  entered  into  the 
same  business? — A.  On  snbsidy? 

Q.  By  both  a  German  subvention  and  an  English  subvention.— A.  The  North 
O^^an  Lloyd  has  entered  to  some  extent,  running  its  steamers  to  the  Far  East, 
dividing  its  money,  as  I  nnderstand,  with  the  Hamburg-American.  These  are 
passenger  steamers  that  they  have  there.  They  carry  freight,  loo,  bat  they  are 
more  particularly  maintained  on  a  mail  schednle. 

3.  Is  it  a  fair  proposition  to  say  that  the  whole  of  the  Peninsular  and  Oriental 
the  joint  lines  there  are  not  freight  linee,  simply  as  a  matter  of  business?— A. 
No;  they  are  not  primarily  conducted  on  a  freight  basis.  The  subsidy  is  paid  to 
them  on  the  ground  that  they  are  to  make  a  higher  rate  of  speed  than  it  would 
be  profitable  for  freight  steamers  to  make.  There  are  a  larger  number  of  steam- 
ers plying  between  Enf(land  and  the  East  that  are  purely  freight  steamers  and 
that  are  paid  no  subsidies  whatever.  But  the  Peninsular  and  Oriental  line  has 
to  run  on  schedule  time,  make  a  vovage  at  the  rate  of  so  many  knots  an  hour,  and 
the  average  has  been  increased  with  each  renewal  of  the  snlmidy.  It  has  had  no 
competitors  when  the  qnestfon  of  the  renewal  of  the  subsidy  has  come  around, 
for  Uie  reason  that  the  other  lines  running  craft  in  that  direction  do  not  consider 
it  of  enough  profit  to  take  the  aubsidy  in  view  of  the  conditions  involved,  tiie 
chief  one  of  which  is  the  high  rate  of  speed. 

<j.  Out  of  all  the  Peninsular  and  Oriental  boats,  how  many  are  on  the  mail 
schedule  to  China?  Do  yon  know  the  exact  tonnage  that  is  floated  by  them  and 
the  number  of  boats  that  the  Peninsular  and  Oriental  run  in  the  eastern  trade?— 
A.  I  could  not  state  the  exact  tonnage.    It  is,  ronghly  speaking,  about  500,000  tons. 

Q.  Can  yon  say  how  many  are  on  the  mail  schedule?— A.        '  "  "     ■  ' 
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liunent  there,  that  it  wm  for  the  Hnpport  of  the  Asiatic  trade  of  the  Britiah  Bm^re 
that  that  saheidT  waa  paid?— A.  OvXy  so  far  as  giving  (xmipetitive  mail  service. 

Q.  Have  not  the  Pemnsnlar  and  Oriental  in  their  annttal  statement  said  there 
that  the  enbrention  from  the  Brideh  OoTeminent  was  the  entire  aid  that  they  had 
in  competition  with  other  nations? — A.  In  competition  with  other  English  vessels. 

Q.  Well,  with  other  nadons.  There  are  other  nations  as  well  as  that.  The 
OOTman  combined  line  is  almost  as  strong  as  the  Oriental  is,  as  far  as  mail  is 
concerned?— A.  The  Hamborg-American  is  a  large  line. 

Q.  Howmany  steamershave  theygot  in  theEast?— A.  They  have  not  many  out 
in  the  Bast;  bat  they  have  a  large  nnmber  in  other  parts  of  the  world. 

Q.  And  greater  speed?— A.  As  I  said  before,  it  is  a  qaestlon  of  speed.  If  the 
Peninsnlar  and  Oriental  Company  were  willing  to  enter  into  the  freight  bngineBS, 
as  SO  many  of  the  other  lines  have  that  are  not  snbeidized,  andonbtedly  it  t^nld 
m^e  money.  Its  Btewneis,  of  coarse,  are  not  adapted  to  that  class  of  business. 
They  are  a  swift  class  of  steamers. 

^  Well,  we  will  put  it  in  another  shape.  The  amount  of  sabvention  that  the 
Peninsnlar  and  Orieatal  gete  from  the  Kitish  Qovemment  is  for  the  support  of 
British  commerce? — A.  No;  it  is  for  the  support  of  the  political  supremacy  of  the 
British  Empire. 

Q.  WeU,  either  way  yen  put  it.— A,  If  we  were  to  run  a  line  of  steamers  from 
Manila  by  way  <rf  Honolulu  and  pay  a  big  subvention,  I  should  not  say  that  we 
were  endeavoring  to  develop  American  commerce;  I  should  say  that  we  were 
endeavoring  to  combine  together  the  outlying  parts  of  our  own  domain,  just  as 


total  failure.  Was  not  the  failure  a  great  deal  in  the  fact  that  they  bought  their 
ships  on  the  Clyde  and  elsewhere  instead  of  eapporting  th^  own  snipyards? — A. 
Vo;  they  have  paid  a  higher  rate  to  those  which  they  nave  bnllt  at  home;  but  it 
does  not  seem  to  have  been  of  any  advantage. 

Q.  It  was  no  advantage  and  never  was  as  long  as  they  had  free  ships,  and  the 
cheap  old  ships  of  the  world  were  there  ready  for  the  French  merchant  to  get  anv 
time,and  itkiUedtheFrenchshipyards? — A.  No;  Ibegyonrpardon.  TheFreacn 
merchant  did  not  bny  these;  he  did  not  purchase  anythmg  that  was  offered.  You 
can  not  swindle  a  French  ship  merchant.  The  French  are  the  best  people  in  the 
world  in  the  constmction  of  veBselg  and  in  knowing  what  is  the  rlebt  thing  to  do. 
We  and  the  English  have  copied  the  models  of  the  French  men-M-war  from,  the 
tbne  of  the  Bevolution  downward,  because  they  have  known  how  to  construct 
halls  that  were  better  in  model  and  everything  than  either  we  or  the  Englidi 
devised.    They  were  not  likely  to  be  deceived  in  that  way. 

Q.  Did  (Germany  when  she  came  to  poesess  her  merchant  marine  take  the  French 
pl«t  of  snbddy? — A.  No. 

Q.  What  exceptions  did  she  make?- A.  She  never  gave  a  general  subsidy. 
Sbs  has  nibeidizea  some  lines — only  one  line  practically,  the  North  Oerman  Lloyd. 

Q.  Yon  make  the  proposition  there  of  the  failure  of  the  French  marine.  Is  it 
not  a  safe  propoeition  to  say  that  if  thev  had  not  had  the  subvention  the  French 
marine  would  nave  been  nowhere  at  all?- A.  It  is  about  that  way  now,  for  they 
have  not  the  goods  although  they  have  paid  the  money. 

Q.  Is  it  not  a  fact  that  France  held  her  own  when  she  had  that  small  subven- 
tion?—A.  No. 

Q.  Has  she  not  increased?— A.  No,  she  has  not  increased. 

Q.  I  am  speaking  of  late  years,  of  1890  to  1891.— A.  She  may  have  for  a  short 
tinte,  bat  thev  have  made  the  experiment  and  they  have  found  it  a  losing  one. 

<^.  While  she  had  the  subsidy  did  they  find  it  to  be  a  losing  one? — A.  Ah  respects 
their  own  past  tonnage,  no;  as  respects  the  tonnage  of  the  world,  yes.  Relatively 
she  is  now  worse  off  than  she  was  before. 

a.  Well,  yon  mast  make  adiatinction  between  the  tonnage  proper  of  the  nation 
the  carrying  tonnage.-— A.  No,  there  has  been  a  growth  with  all  of  the  mari- 
time nations  of  the  world,  in  which  the  French  tiave  not  participated.  They  have 
simply  marked  time. 

Q.  (By  Ml.  Claske.)  I  would  like  to  ask  one  other  question  in  regard  to  this 
purchase  of  Mr.  Morg^,  or  other  purchases  that  you  think  Americans  should  be 
tree  to  make.  Whv  is  it  that  with  our  great  steel  production  and  with  the  won- 
derful skill  of  our  builders  we  are  not  able  now  to  produce  even  coarse  freight 
veesela  as  cheaply  as  they  can  he  produced  in  foreign  shipyards? — A.  I  think  Due 
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ToaBon  is  that  we  have  not  of  late,  so  far  as  oar  sMpbiiilderB  are  concerned,  been 
able  to  get  altogether  the  benefits  of  these  low  pncaa.  If  the  American  mann- 
factnrer  of  Btructnral  steel  and  steel  plates  intended  for  shipbnilding  sells  those 
articles  to  an  English  ahiiilmilder  at  a  considerably  lower  price  than  he  will  sell 
them  to  an  American  in  his  own  country,  natorally  he  places  the  latt«r  under  a 
serioae  disadvantage  when  both  are  endeavoring  to  conetmct  Teasels  that  are  to 
compete  with  each  other  on  the  high  seas.  This  is  the  disadvantage  wMch  the 
American  shipbuilder  seems  to  be  tmder  at  the  preeent  time. 

Q.  (By  Mr.  CoNOKR.)  Do  yon  know  if  that  condition  actually  exists?— A. 
Wdlj  it  has  existed.  Prices  of  steel  vary  so  tremendonsly  In  a  very  short  time 
that  It  is  hard  to  say  that  the  condition  exists  now.  That  it  existed  last  year  or 
year  before  last,  I  feel  confident. 

Q.  Do  yon  nnderatand  that  the  stnictnral  steel  which  enters  into  foreign-bnilt 
vessels  is  produced  in  this  conntry? — A.  I  think  to  some  extent  it  has  been;  steel 
plates  certainly  In  large  qoantitiea. 

Q.  (By  Ur.  Farquhak.)  Was  not  the  reason  why  we  exported  steel  plates  the 
fact  that  they  had  a  demand  there  and  we  had  none  here?  What  other  reasCHi 
have  yon  got  for  it? — A.  There  was  a  demand  there.  There  might  have  been  a 
demand  here  at  the  same  price. 

Q.  That  may  be,  bnt  it  was  not  so  as  a  bnsinees  proposition?— A.  There  was  a 
demand  there  at  that  price.  The  question  la  whether  there  wonld  have  been  a 
demand  here  at  the  same  price  at  which  they  were  selling  to  foreigners. 

Q.  Bnt  we  are  not  advised,  this  commission  or  anybody  else,  that  the  suae 
price  was  offered  there  and  refused? — A.  What? 

Q.  The  same  price  that  was  offered  to  the  American  bnilder  that  was  offered  to 
the  foreign  bnilder,  so  we  were  where  we  had  always  been  in  this  country. — A. 
I  do  not  know  that  they  have  ever  been  offered,  bnt  while—and  this  comee  to 
me  by  hearsay,  so  it  has  to  be  taken  for  what  it  is  worth — the  price  has  been 
asked,  and  fonnd  to  be  higher  than  that  at  which  similar  commodities  have  hem 
sold  for  at  the  same  time  on  the  other  side  of  the  Atlantic. 

(j.  (By  Mr.  Ke^nedt.)  Were  yon  familiar  with  the  subsidy  bill  that  was  pend- 
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J.  Doyonunderstandthatif  Mr.  Morgan  had  been  the  owner  of  tl 

that  he  has  recently  parchased  at  the  time  such  a  bill  as  that  became  a  law,  that 
he  wonld  get  any  benefit  from  that  snbsidy  law? — A.  It  would  depend  on  the  date 
fixed  in  the  law  concerning  the  time  of  ownership.  If  the  bill  had  been  so  drawn 
that  any  owner  of  a  foreign-built  ship,  owning  mat  ship  on  the  1st  of  July, 1901, 
could  get  a  subsidy,  he  would  have  one.  The  date  was  a  shifting  one.  What 
wonld  have  been  the  date  when  the  bOl  finally  passed  no  one  could  have  foretold. 

Q.  Do  you  think  that  if  that  bill  should  be  mtroduced  and  passed  in  the  next 
Congress  that  these  vessels  that  have  been  recently  purchased  wonlu  get  the 
benefit  of  the  provisions  of  that  law? — A.  I  do  not  thine  it  will  pass  unless  they 
get  the  benefit. 

Q.  That  is  all  I  want  to  ask.     [Laughter.] 

Q.  (By  Mr.  CiJ^RBK.)  What  is  your  understanding  of  the  relative  labor  cost 
of  constructing  freight  vessels  of  steel  in  forei^  shipyards  and  in  this  country? — 
A.  I  think  there  wonld  not  be  at  the  present  time  much  difference,  provided  yon 
carried  yonr  vessel  up  to  a  tolerable  high  state  of  finish.  I  think  quite  likely 
that  at  this  time,  for  a  roughly  constructed  freight  steamer,  the  labor  cost  of 
building  here  would  be  greater,  even  if  the  plates  could  be  obtained  at  the  same 
price,  than  it  wonld  be  on  the  Tyne.  There  is  always  a  difference.  It  is  cheaper 
to  build  a  freight  vessel  on  ^e  Tvne  than  on  the  Qyde,  ^though  they  are  both 
in  the  same  countrv.  One  locality  boilds  one  class  of  vesaela  and  the  other 
another;  and  I  thins  it  qnite  likely  that  it  could  be  bnilt  on  the  Tyne  cheaper 
than  here.  But  we  have  in  this  conntry  a  p«at  advantage  In  the  matter  of  labor. 
We  hear  a  great  deal  of  talk  concerning  its  high  cost,  and  lees  about  its  daily 
efficiency.  On  the  occasion  that  I  was  speaking  of,  of  going  through  the  large 
shipyard  on  the  Clyde,  the  chief  of  the  house  told  me  that  he  was  able  to  get 
only  about  4  days'  work  a  week  from  bis  men;  that  it  was  the  rarest  occasion 
that  the  beet  men  came  to  the  yard  in  a  condition  to  do  work  until  Wednesday — 
nsnallyabont  Wednesday  noon.  It  took  them  that  time  to  sober  off  after  Sna- 
day.  fie  said  this  was  one  of  the  most  serious  obstacles  that  they  had  to  contend 
with,  and  that  it  struck  down  his  best  men,  as  a  rule.  I  found  it  true,  through 
almost  all  of  the  northern  part  of  England  and  the  sonthem  part  of  Scotland, 
that  the  loss  to  labor  and  capital  in  consequence  of  excessive  dmnkenness  waa 
something  which  Americans— unless  they  have  been  throagh  those  large  industrial 
establishments — have  no  conception  of.  It  is  a  condition  which  pnU  as — where 
this  evil  does  not  count  as  a  practical  factor  in  onr  operationa — at  a  trcmraidoiie 
advantage  in  all  industria]  undertaUngs. 


Q.  (By  ]£*.  Fabquhar,  )  While  yon  were  BpeaUng  abont  the  pnrchase  of  these 

boats  Dy  Mr.  J.  Pierpont  Morgan,  the  Leylana  Line,  do  yon  know  what ^ 

they  paid  annnally,  the  Leylajid  Line? — A.  It  has  been  a  very  profitable  1 
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Q.  (By  Mr.  Philups.)  Do  yon  believe  with  Mr.  James  J.  Hill  that  ships  can 
be  cotiatract«d  in  this  country  as  cheaply  as  they  can  on  the  Clyde?— A.  I  think 
with  the  same  cost  of  raw  material— I  will  inohide  that— that  a  great  number  of 

t  Teasels  can  be  boilt  as  cheaply  here  as  they  can  there. 
He  makes  that  assertion?— A.  WeQ,  he  onght  to  know. 
(ByHr.  Kknrkdt.)  It  might  be  said  that  nendgbtchan^hiB mind  on  that 
question  becanse  he  did  not  come  cmt  in  favor  of  the  sabsidy  bill  last  winter. 
Mr.  Pbilupb.  Well,  he  made  this  statement  in  Chicago  while  this  subsidy  bill 
o  quoted  in  the  newspapers. 

^    ,      T.7T... -L^^g 

>,  do  yon  know  what  v 
leen  a  very  profitable  u 
has  been  a  close  corporation  and  it  has  not  disclosed  the  amonnt  of  dividends 
paid;  but  it  is  cnrrently  reported  that  it  has  paid  IS  to  30  per  cent  a  year. 

SO.  It  has  been  said  it  was  15  per  cent? — A.  I  beg  pardon? 
Q.  Take  the  proposition  that  it  was  IS  per  cent.— A.  As  I  said  before,  it  has 
lid  this  on  a  capital  that  has  represented  T  distinct  waterings;  that  is,  in  stack 
ridends. 

Q.  (By  Mr.  Litchman.)  Then  they  water  stock  across  the  water?- A.  Oh,  yes; 
they  are  adepts  at  that. 

Q.  (By  Mr.  Fabqueak.}  How,  when  the  qneetion  is  asked  abont  the  effect  of 
thesuhsidyon  Mr.  Morgan,  if  he  has  purchased  the  line  for  a  large  sum  of  money 
on  the  stock  and  they  oiake  from  10  to  20_pOTcent  there,  do  yon  think  Mr.  Moi^ran 
needs  any  subsidy  to  run  his  line? — A.  Idid  not  suppose  the  bill  was  based  on 

Q.  Do  von  think  there  is  any  necessity  for  Congress  to  give  it  to  him? — A.  No, 
I  do  not  think  there  is  any  necessity  for  Congress  to  give  It  to  him  or  to  anybody 

Q.  Well,  do  yon  think  the  purchase  of  that  amonnt  of  tonnage  by  Mr.  Morgan 
there,  that  Mr.  Morean's  plane  are  simply  the  fact  of  owning  the  tonnage  and 
boats  there  as  a  prodnctive  industry,  or  inat  it  is  really  an  extoision  of  the  trans- 
portation fealTures  of  the  American  continent  into  Liverpool  and  Sonthampton 
and  Antwerp  and  elsewhere? — A.  Oh,  I  think  you  are  right  that  this  is  simply  a 
development  of  his  general  system  of  transportation. 

Q.  (By  Mr.  Ci^bke,  )  Wonld  von  see  any  objection  to  this  coontrv  granting 
precisely  the  same  subventions  tnat  other  conntries  grant  for  rehabUitatti^  the 
merchant  marine? — A.  Which  other  countries? 

Q.  In  countries  with  which  it  wonld  have  to  compete?— A.  I  should  see  no 
objection  at  all  to  onr  copying  the  English  system  under  like  conditions.  I  may 
say,  answering  your  first  question,  that  I  went  before  the  Committee  on  Com- 
merce of  the  House  a  year  ago,  when  it  had  the  bill  under  advisement,  and  said 
that,  while  I  did  not  oelieve  in  subsidies  in  the  least  and  thought  they  were 
entirely  uaeless,  it  seemed  to  me  that  there  should  be  a  brief  amendment  pnt  into 
the  bill,  if  it  were  KOing  through,  which  would  give  to  me,  or  to  anyone  else  who 
did  not  want  a  Bubeidj,  but  was  prepared  to  carry  my  business  on  on  bnsinees 
principles  vrithout  aid,  the  right  to  porchase  my  vessels  wherever  I  saw  fit.  If 
those  who  bnilt  vessels  in  America,  or  who  before  a  certain  time  owned  foreign 
vessels  and  should  agree  to  build  an  equivaleni  additional  American  tonnage, 
were  to  get  a  mbeidy,  that  was  granting  logical  protection  to  the  American  ship- 
ping interest.  It  was  direct  protection,  instead  of  the  customary  method  of  inm- 
rect  protection.  But  I  never  understood  that  the  system  of  protection  intended 
prohibition;  it  was  simply  to  give  a  certain  advantage  to  a  national  industry. 

vas  repe     .    ,  _  ,  y        ■ 

such  conditions,  believing  that  the  subsidy  feature  would  faU,  and  feeling  sure 
that  tinder  the  other  conditions  the  commerce  of  the  country  would  grow,  vote 
for  the  meaanre,  subsidy  and  all — that  is,  taking  the  two  together, 

Q.  (By  Mr.  Fakquhae.)  Now,  Mr.  Howes,  about  what  amount  of  money  do 
the  Americans  pay  for  the  carrit^e  of  their  goods  to  Europe  and  elsewhere?— A. 
That  depends  upon  what  you  mean.  Yon  can  not  very  well  compel  an  English- 
man to  pay  you  for  transporting  goods  over  to  England  and  then  also  pay  yon 
for  transporting  goods  back  again.  We  must  limit  onrselTes  either  to  the  export 
trade  or  to  the  import  trade. 

Q.  TakethejointezivortBandimportfl;  howmuch  does  it  cost  the  Americans?- 
A.  I  do  not  know  that  it  costs 

Q.  (Intermpting.)  To  nse  foreign  tonnage,  to  pay  foreign  tonniwe— how  much 
money? — A.  I  think  perhaps  what  we  ^ould  legltimatelf  pajr  tnem  wonld  bo 
perhape  ^,000,000  or  180,000,000  a  year.  ,    (^"itK^^jlc 
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Q.  How  umch  does  it  really  cost,  then,  to  cany  the  American  exports  and 
imports?    We  only  carry  8  or  Q  per  cent  of  them.^A.  Yes;  B. 

Q.  Well,  whatever  it  mar  be— 8  or  9  per  cent.  What  does  that  8  or  9  per  cent 
cost  the  freighter? — A.  I  tuink,  bo  far  as  the  imports  are  concerned,  thoee  enter 
as  a  factor  into  the  cost  as  a  nation;  so  far  as  the  exports  are  concerned,  they  do 
not  enter  at  all.  The  English  bay  grain  in  Chicago,  and  they  pay  the  transpcnia- 
tion;  we  do  not  pay  it. 

Q.  Woold  yon  say  it  is  from  $175,000,000  to  $300,000,000  a  year  paid  in  cash?— 
A.  Nothing  Uke  it;  nothing  like  it. 

Q.  How  m.tich7 — A.  It  is  simply  guesswork,  bnt  it  can  not  be  that.  I  shonld 
say  (30,000,000  or  $40,000,000  at  the  ontside.  That  would  be  onr  import  trade, 
which  is  all  we  can  legitimately  claim.  We  can  not  expect  that  the  foreigner  is 
to  allow  us  to  carry  onr  goods  to  tiim  and  carry  his  goods  to  ns.  If  we  divide, 
that  is  aU.  we  can  expect;  and  all  that  is  rightly  oors  is  what  we  import.  If  I  bny 
1,000  baleaof  jote  in  Galcnttaand  I  bring  it  to  this  conntry,  why,  it  ought  to  come, 
we  will  say,  on  an  American  vessel.  The  American  tonnage  even  at  the  present 
time  is  canying  a  great  deal  more  of  the  import  trade,  and  always  has,  than  of 
the  export  trade.  Last  year  we  carried  between  13  and  14  per  cent  of  onr  import 
trade  and  only  abont  0  per  cent  of  onr  export  trade.  If  an  Englishman  bnys  1,000 
barrels  of  fionr  or  600,000  bnshels  of  wheat  in  Chicago,  he  has  tiie  right  to  say  how 
he  will  carry  it.  We  can  not  expect  to  carry  it  for  him,  except  to  carry  it  over 
onr  railroad  and  deliver  it  to  him  at  his  vehicle,  wherever  that  is. 

Q.  So  yoa  wonld  say,  then,  that  it  only  costs  the  American  freighter  for  13 
months  abont  $30,000,000  a  year?— A.  I  shonld  say  probably  abont  $40,000,000  a 
year. 

^.  Hsveyou  seen  anyflgnreedifferent  from  that? — A.  I  have  seen  a  great  many 
which  I  did  not  believe  in  the  least. 

Q.  In  what  way?— A.  I  think  they  were  overestimates. 

Q.  What  do  yon  make  the  basie  of  yonr  estimate  in  finding  the  freight  rates?— 
A.  On  the  average  of  freight  rates  on  the  qnantity  of  stofF  we  import. 

(J.  What  do  yoa  calculate  in  the  ton?  What  fignre  do  yon  make  in  calcnlating 
the  tons,  as  all  other  people  do?— A.  There  is  no  fixed  charge,  because  it  depend 
on  where  the  bulk  of  yonr  bnsineas  comes  from.  If  it  is  a  long  distance,  it  is 
quite  high;  and  it  depends  also  on  the  character  of  the  commodities  offered. 
Some  are  expensive  and  some  are  cheap  goods.  Now,  you  have  to  take  into 
account  that  while  with  the  magnitude  oi  oar  export  and  of  oar  import  bnsineee 
the  tonnage  is  tremendons  in  the  exports,  because  we  exporii  so  much  grain  and 
BO  many  things  of  bulk  rather  than  of  value,  our  import  bnaineBB  ia  in  tonnage 
leUtivdy  small.  Thatis,  what  we  bring  into  this  conntry,  as  a  rule,  are  goodsof 
a  relatively  high  cost.  They  take  ap  very  little  space,  ana  do  not  represent  a  tre- 
mendons  amount  in  the  cost  of  transportation. 

<j.  Is  there  any  agreed  fignre  at  all  abont  the  freight  per  ton  on  the  average  of 
all  the  Imports  and  exports  of  8  nation?- A.  I  do  not  think  there  can  be. 

Q.  WouldyontakeMnlhallasanauthority?  Would  yon  take  the  British  Board 
of  Trade  as  an  authority?- A.  Yes;  very  good  authority. 

Q.  Have  you  ever  seen  any  fignree  where  it  had  been  figured  at  $I&  a  ton,  and 
that  it  coat  this  conntry  $180,000,000  to  $200,000,000?— A.  Ihave  seenin  Mr.  Cham- 
berlain's reports  something  to  that  effect,  I  think,  but  I  did  not  take  any  stock 
in  it. 

Q.I 
bythe 

Q.  Yes.— A.  Itiepossible.    Ididnotknowthat.    Ibegyonrpardoi , 
like  to  ask  yon  one  question  as  to  how  large  a  part  of  that  is  based  on  wheat  that 
Is  now  being  carried  across  the  Atlantic  at  2  cents  a  bushei? 

Q.  ThatisincIuBiveofererysinglethingontheBritishimportUiie.— A.  Imports, 
not  exports? 

Q.  ^ports.  not  imports. — A.  I  have  not  seen  that  statement. 

Q.  What  I  wish  to  say  is  that  this  has  been  the  general  figure  of  statisticians. 
Whether  it  ia  true  or  not.  I  am  not  pretending  to  say.  Now,  suppose  it  is 
$100,000,000,  or  $75,000,000,  or  $60,000,000,  is  it  not  a  good  deal  better,  Uien,  that 
the  Americans  shonld  have  that  profit,  oa  long  as  we  could  get  a  friendly  bottom 
or  friendly  ship  to  carry  that  to  J^erica,  than  for  the  whole  of  our  business  to  be 
controlled  by  foreigners?- A.  I  do  not  consider  that  represents  profit.  If  it  was 
$100,000,000,  if  that  were  the  cost,  it  might  be  done  at  cost  prices.  It  may  be  no 
more  than  the  labor  ia  worth.  If  we  were  to  divert  that  $100,000,000  of  nmght, 
were  to  pay  a  sabsidy  equivalent  to  it,  we  should  simply  pay  that  in  addition  to 
payingfor  the  service  that  was  rendered. 

q.  Well,  I  am  not  talking  about  paying  it  out  in  subsidies.    I  am  talking  about 
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It  would  be  the  thifty  way  to  do  it?— A.  Yes. 
O.  (By  Mr.  A.  L.  Harris.)  Is  there  any  other  way  of  eetimating  the  cost  of 
freight,  hy  per  cent  of  the  valoe  of  freight?— A.  I  eapiiose  that  there  might  be, 
bat  it  is  very  difficult  to  figure.  It  is  not  only  a  very  aimcnlt  thing  to  determine, 
bot  your  baais  of  calculation  varies  every  week.  The  quantity  and  distance  of 
shipments  vary,  and  then  the  price  charged  varies  accoraing  to  classification;  m> 
that  it  is  abont  as  nsarly  gnesswork  as  any  statistical  compilation  yon  conld 


possibly  make. 


Q.  I  have  seen,  of  conrse,  the  amoont  of  freight  carried  stated  and  the  estiinated 
ooet  ot  carriage  at  10  per  cent,  making  out,  of  coarse  a  large  amount  paid  for  the 
transportation  of  American  freight. — A.  I  do  not  believe  that  that  biulB  is  at  all 
to  be  depended  tipon. 

Q.  TenperGent,IbeUeve. — A.  Takeitatthepresenttime — the  rates  on  onrorod- 
ncts.  A  bnshel  of  wheat  ia  worth  60  or  70  or  SO  cents  a  boahel;  the  export  charge 
is  3  cents;  on  com  the  export  charge  wonld  be  2  cents  and  the  price  less,  of  coarse; 
and  rye  in  like  manner.  Now,  on  cattle  the  cost  of  carrying  is  very  mncb  lees 
than  10  per  cent;  so  if  yon  go  in  this  way  throngh  the  great  items  of  exporCatdon 
yon  will  find  that  the  freight  rate  does  not  come  anywhere  near  10.  per  cent. 
There  are,  no  donht.  ceri»in  articles,  where  the  valTie  is  very  small  and  the  bulk 
large,  that  10  per  cent  wonld  constitiite  a  fair  freight  charge;  bnt  I  should  say,  as 
an  average,  it  wonld  be  very  excessive. 

Q.  (By  Ur.  Ci^RKE.)  On  imports  it  wonld  be  still  lees,  would  it  not?— A.  On 
imports  it  would  be  rather  less,  I  should  think;  valoes  enter  so  largely  into  the 
qnestion. 


Q.  The  agent  of  one  of  the  lines  in  Boston  told  me  that  the  cost  of  freighting 
some  articles  from  Europe  to  this  country  was  probably  less  than  one-tenth  of  1 
per  cent  of  the  cost.  Would  you  think  tnat  unreasonahle? — A.  I  should  say  on 
cases  of  silk  from  Liverpool  to  Boston,  coining  from  Lyon  and  across  In  that 
way,  that  that  would  be  probably  a  fair  estimate. 

Q,  (By  Mr.  Phillips.)  Becnrnnsto  the  subsidy  just  a  moment,  is  it  or  is  it  not 
a  fact  that  Norway  and  Sweden  have  develox»ed  their  merchant  marine  more 
rapidly  than  other  nations  withoat  subsidy? — A.  1  ^ould  hardly  say  that  they 
had  devoloped  it  more  rapidly.  Sweden  certainly  has  not;  Norway  has.  Norway 
has  been  doing  a  great  tram^  bnsiness,  so  tbat  Norwe^n  steamers  carry  a  vet? 
large  share  of  our  foreign  business.  They  employ  their  vessels  precisely  as  Ameri- 
can vessels  were  naed  40  or  SO  years  ago,  in  bnsineBS  all  over  the  world,  and  have 
been  very  successful.    The  profits  they  have  made  have  been  very  large. 

Q.  And  yet  they  have  no  subsidies? — A.  Nosubsidies.  A  very  large  part  of  the 
Norwegian  steamers,  however,  are  built  in  English  and  in  Scot«h  smpyarda. 

Q.  (By  Mr.  Conger.)  I  wonld  like  to  go  back  for  a  moment  to  the  argument  or 
claim  of  those  who  say  tbat  only  on  imports  the  Americans  pay  freight.  Is  it  not 
a  fact  in  the  internal  commerce  of  the  country  that  the  great  majority  of  sales 
are  made  delivered;  in  other  words,  the  mannfactarer  paying  the  freight? — A. 
That  is  done  to  some  extent. 

Q.  That  is  quite  a  common  cnstou?- A.  I  think  it  is. 

Q.  Do  we  understand  in  the  exportation  of  goods  the  contrary  is  the  custom? — 
A.  J  do  not  say  that  is  the  case.  I  say  that  yon  can  not  figure  on  crediting  or 
debitingthe  United  States  with  both  the  exportsand  the  imports;  you  must  choose 
one  or  tiie  other,  and  the  imports  would  perhaps  seem  the  more  natural  choice. 

<j.  Wonld  it  not  be  a  fairer  way  to  say  we  ahoold  divide  on  a  combination  of  the 
whole? — A.  We  have  not  been  willing  to  divide.  We  have  claimed  it  all  hereto- 
fore. I  do  not  know  that  it  wonld  matter  much.  I  said  that  merelv  because  I 
noticed  in  going  over  the  statistics  of  our  shipping  business  that  through  the 
whole  series  of  years,  even  from  the  very  first,  we  nave  carried  a  mnch  Wger 
proportion  of  our  import  bnsineBS  than  oar  export  bnsiness. 

Q.  Taketheexportationof  wheat,  for  instance.  Doyou  knowwhether  it  isthe 
custom  for  the  exporters  of  this  country  in  Chicago  or  in  the  Atlantic  seacoast 
towns  to  sell  the  wheat  in  this  country  or  sell  it  delivered  in  Liverpool?— A.  It  is 
a  double  transaction  as  a  rule.  I  thins  a  man  trays  in  Chica^  so  many  thousand 
ibufibels  of  wheat,  provided  it  can  be  landed  in  London  or  Liverpool  at  a  certain 

Q.  Inotherwords,  itisBolddelivered?- A.  ItisfrequenUysoldtbat  way.  Then 
there  is  a  good  deal  of  spot  wheat  purchased  in  Baltimore,  Philadelphia,  and  New 
York,  and  the  English  porcbaser  makes  his  own  trade  in  chartoing  Teieels  to 
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S.  That  TTonM  apply  principally  to  the  portion  of  wheat  carried  in  tramp  steBm- 
— A.  It  is  perhaps  a  larger  proportdonof  that.    The  freight  rate  may  and 
nndonbtedly  does  enter  into  the  price  in'theee  tbrongh  billa  of  ladiiw. 

Q.  (By  Mr.  Kbnhkdy.)  If  oar  merchant  marine  were  on  on  eqnaUty  with  that 
of  Great  Britain  wonld  it  not  then  be  simply  a  matter  of  competition,  and  the  one 
giving  the  best  terms  for  both  import  and  export  wonldget  the  majority  (rf 
Both?— A.  Probably,  assoming  the  facilitiee  were  equal.  We  need  to  beat  them 
In  facilitiee,  and  I  nope  we  shonld  do  bo  again. 

Q.  (ByUr.  Ci^bke.)  Is  not  the  argmnent  for  free  ships  eqTially  an  argnment 
for  free  imports  of  other  mannfactnreB? — A.  Not  necessarily,  for  this  reason; 
The  free-ship  idea  has  been  to  confine  foreign-bnilt  vessels  sailing  under  the 
American  flag  to  the  foreign  trade.  The  introduction  of  free  goods  to  this  coon- 
try  means  they  are  to  be  used  in  competition  in  this  conntryitself.  When  a  vessel  is 
engaged  in  foreign  voyages,  whether  American,  English,  Norwegian,  or  any  other, 
she  has  to  meet  the  world's  conditions.  Nothing  that  we  can  do  can  determine 
the  results  one  way  or  the  other — nothing  we  can  do  nationaUy.  For  that  reason 
all  most  stand  upon  practically  a  common  basis.  If  they  can  bolld  their  shlpB 
cheaper  than  we  thev  have  that  mach  advantage  over  as;  and  the  only  way  in 
whicn  we  can  make  neadway  is  to  get  onr  ships  as  cheap  as  they  do,  and  then 
the  best  man  will  win. 

Q.  [By  Hr.  Litchhan.)  One  qnestion  right  in  that  connection.  What  wonld 
yoa  think  wonld  be  the  effect  of  applying  to  our  foreign  commerce  the  same  pro- 
vision of  the  navigation  laws  that  has  given  to  ns  the  ezclnslTe  contool  of  onr 
coastwise  trade?— A.  In  what  way  do  you  mean?  By  not  allowingany  other  vea- 
ein? 
iving< 
it  comi 
ont  of  it  losing  more  than  we  conld  by  any  p(»Bibility  gain. 

Q.  Has  that  been  the  effect  in  the  coastwise  trade?— No;  that  trade  Is  onr  own. 
We  are  asking  foreign  nations  to  bay  of  nsandwonldbe,  attheBametime,by  the 
plan  snggested,  throwing  an  obstecle  In  the  way. 

Q.  (^  Mr.  Farquhar.)  I  presnme  yoa  would  open  the  lakes  to  the  free  trade 
so  the  Canadians  conld  bnild  for  ns?- A.  For  trade  between  Canada  and  the 
United  States — not  coastwise  trade. 

a.  Do  yon  think  it  is  a  disadvantageons  condition  that  the  lake  trade  is  in  now, 
er  present  restrictions  which  we  have  there  on  Canadian  shipbnilding  and 
Canadian  traffic?  Do  yon  think  the  Americans  suffer  from  it  mnch?— A.  I  do  not 
think  they  suffer,  bnt  I  think  if  the  restrictions  now  ezisting  were  taken  off 
that  most  of  the  Canadian  vess^  wonld  be  bnilt  in  Clevetaad  and  Detroit  and 
not  on  the  Canadian  side. 

Q.  There  wonld  be  no  necessity  for  the  present  law  if  that  wonld  be  the  fact? — 
A.  So  long  as  there  are  restrictions  on  one  side  there  are  apt  to  be  on  the  other. 

Q.  Conld  yon  find  a  shipowner  or  shiphnilder  who  wonld  agree  to  open  the 
whole  of  that  trade  to  the  Canadians  or  to  foreign-bnilt  ships  that  enter  the  trade?— 
A.  I  did  not  know  there  was  any  proposal  to  do  that  The  proposition  simply  was 
for  vessels  in  the  foreign  trade. 

Q.  That,  of  conrse,  is  foreign  trade;  no  donbt  about  that— A.  If  the  vessels  on 
the  lakes  were  restricted  to  voyages  between  the  United  States  and  a  foreign 
country,  they  would  have  a  very  limited  field  of  operation.  It  would  hardly  dot- 
any  shipowner,  as  yon  must  realize,  to  put  money  into  a  vessel  of  that  kind.  H« 
would  want  a  vessel  on  the  lakes  that  ne  could  employ  between  any  of  the  lake 
ports.  Most  of  the  business  on  the  lakes  is  the  transportation  of  ore,  wheat,  and 
coal  between  Lake  Superior  and  the  lower  lakes. 

(j.  Of  oonrse  it  is  in  the  hands  of  Americans  and  they  are  American  ships,  and 
American  money  in  the  famishing  of  them.  It  is  a  practical  way  of  doing  busi- 
ness and  a  very  good  law  that  shuts  out  tiie  Canadian  from  catting  os  on  ratca.— 
A.  I  have  no  fear  of  the  Canadians  cutting  under  as. 

Q.  These  foreign  ships  that  yon  would  buy  in  Europe  you  would  give  full 
American  regist^  to?— A.  Yes. 

<j.  So  they  could  ^o  into  the  coastwise  trade?— A.  I  have  tried  to  make  that 
point  clear.    I  said  simnly  eng^ed  in  foreign  voyages. 

Q.  Are  yon  sure  any  law  could  be  made  ta  keep  the  American  ship  ont  of  the 
coastwise  trade— under  American  regiBtry?—A.  If  thatislMrallylmpossiblcthen 
Congress  is  attempting  every  year  many  much  more  difflcnlt  tasks.  It  would  be 
just  as  easy  to  restrict  a  vessel  of  that  class  from  entering  into  the  ooastwiee  trade 
as  it  now  is  to  prevent  a  foreign  vessnl  from  enterii^  it. 

Q.  (By  Senator  Etia.)  You  might  proceed  now  with  the  third  division  of 
yonr  subject— A.  I  wish  to  call  the  attention  of  this  commission,  as  vtce-ohalr- 
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man  of  the  Boston  Chamber  of  Commerce  cinnmittee  on  reciprocal  trade  with 
Canada,  to  the  necessity  of  formnlating  aome  trade  treaty  with  Canada  within  a 
very  short  time  if  we  are  to  maintain  and  increase  the  trade  we  have  there.  I 
think  it  is  appreciated  by  very  few  that  the  trade  which  the  United  States  has 
with  Canada  is  the  beat  trade  relatively  tliat  we  have  with  any  foreign  country. 
Man  for  man  the  Canadians  are  the  largest  purchasers  that  we  have.  We  are 
living  in  an  era  of  trade  extension  when  we  wish  to  obtain  onr  markets  all  over 
the  world  wherever  we  can  secnre  them;  bnt  it  is  too  often  overlooked  that  the 
markets  of  the  nnit«d  States — the  markets  of  a  great  mannfactnring  people— are 
chiefly  to  be  fonnd  among  those  who  may  be  tanned  a  corresponding  people; 
that  is,  a  people  havin({  essentially  the  same  tastes  and  habits  that  we  have,  and — 
whatis  quite  as  essential^who  possess  the  wealth  enabling  them  to  porchose  the 
goods  which  we  have  for  sale.  There  is  no  people  on  the  face  of  the  earth  that  is 
so  nearly  like  onrselves  as  the  Canadian  people.  In  fact,  the  Canadians  resemble 
those  of  UB  who  live  along  the  northern  border  qnite  as  closely  perhaps  as  the 
people  along  the  northern  border  resemble  thoee  who  live  in  the  Qnlf  Statea. 
We  are  practically  alike  in  our  political,  social,  and  indnstrial  conditions. 

The  Canadians  have  recently  foand  in  the  United  States  a  market  in  which  they 
can  purchase  to  better  advantage  than  elsewhere  the  goods  that  they  need,  that 
satiny  their  habits  and  tastes:  and  what  is  more  they  nave  the  money  to  pay  for 
these. 

We  have  freqnently  had  it  urged  that  in  seekiiig  to  establish  reciprocal  trade 
relations  we  shonld  turn  to  coontries  which  are  anlike  ouw,  which  prodnced  goods 
that  we  do  not  prodnce,  so  that  the  exchange  wonld  not  be  of  what  mignt  be 
termed  equivalent,  but  an  exchange  of  dissimilar  commodities.  That,  it  seems 
to  me.  is  a  mistake,  for  the  hnsiness  of  a  country  such  aa  onrs  must  to  a  large 
extent  be  carried  on  with  tliose  countries  that  are  prodnoing  much  the  same 
goods  that  we  produce,  only  nnder  different  conditions. 

Take  for  example  onr  internal  trade  or  interstate  trade,  snch  as  that  between 
the  States  of  New  York,  Pennsylvania.  Ohio,  and  MassBchasetts.  This  is  probably 
more  than  equal  in  volnme  to  the  entire  export  and  import  trade  of  the  United 
States.  Yet  each  of  these  4  States,  which  is  everv  84  hours  exchanging  goods 
tty  train  load  after  train  load,  is  producing  practicalljr  the  same  things  that  the 
others  prodnce,  only  nnder  those  slight  varying  conditions  which  lead  to  the  mak- 
ing of  a  better  market  in  one  place  than  another. 

I  had  brought  forcibly  to  my  mind  the  difficulty  in  the  way  of  selling  goods  in 
a  country  which  does  not  produce  what  we  do  during  the  time  that  I  was  in  the 
Pacific  Mail  service.  A  part  of  that  time  I  was  employed  on  the  steamers  between 
Panama  and  San  Francisco,  and  once  a  month  the  steamer  which  left  Panama 
stopped  at  the  port  of  Manzanillo,  on  the  Mexican  coast,  for  the  purpose  of  land- 
ing there  goods  intended  for  the  city  of  Colima.  which  was  located  70  or  80  miles 
back  in  the  mountains,  and  to  which  these  were  carried  on  mule  back.  This  was 
the  only  means  of  access  te  the  outer  world  that  the  city  of  Colima  possessed,  and 
all  the  trade  that  it  did  with  the  outer  world  went  through  that  channel.  The 
goods  were  sent  from  New  York.  Liverpool,  London,  Etonthampton,  and  Ham- 
burg, were  landed  at  Aspinwall  and  earned  across  the  isthmns  to  I^nama.  and 
once  in  a  month  were  put  on  board  the  steamer  which  made  this  delivery.  How, 
I  happened  to  be  on  the  steamer  that  took  that  cargo  up  the  coast  on  several  dif- 
ferent occasions,  and  as  freight  clerk  I  had  to  discharge  it.  Colima  is  a  city  of 
about  100,000  people— that  is  the  number  of  the  people  living  in  the  city  and  imme- 
diate suburbs,  yet  the  total  amount  of  goods  from  the  outer  world  that  this  city 
needed  once  in  a  month  wonld  have  just  about  filled  one  respectable  freight  car. 
That  constituted  the  needs  of  its  people. 

Now,  the  American  manufacturer  might  send  a  traveling  man  through  Mexico 
to  buOd  up  that  class  of  trade,  and  yet  if  the  latter  made  a  most  successful  trip 
his  employer  could  not  possibly  get  half  enonghoutof  it  to  pay  his  "drummer's 
traveUng  expenses,  The  need  there  is  for  teachers,  missionaries  of  civilizBti<Ki, 
to  bring  the  people  into  a  condition  to  use  American  goods. 

If  you  go  toCanada  and  youfind  the  condltionB  reversed — the  market  is  already 
made — the  people  ready  and  willing  to  purchase  of  as,  rather  than  of  anyone  else, 
even  when  there  are  obstacles  in  the  way. 

Last  year  they  purchased  of  us  on  a  per  capita  basis — calling  the  Canadian  people 
6,000,000,  (Or  that  is  what  they  claim— CIT.SO  per  capita,  llie  United  Kingdom, 
which  is  onr  next  largest  purchaser,  took  $13.36.  Germany  took  9S.60,  bnt  I  think 
In  the  Treasury  records  there  is  a  misteke,  because  there  is  a  greatdeal  credited  to 
the  Netherlands  and  to  Belgitmi — goods  ivhich  enter  at  Rotterdam,  Antwerp,  and 
Amsterdam,  and  are  carried  from  there  to  Germany;  hence  I  ventnre  to  say  that 
Germany  purchases  of  us  (R  per  capita  rather  than  $8.60.    Argentina  took  $S, 
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Mexico  93.60,  France  $3.10,  Italy  »1.10,  Japan  fO.TO,  Bradl  fOM.  The  6,000,000 
people  in  Canada  porchased  of  ns  last  year  more  than  the  60,000,000  people  who 
live  on  tbe  American  Gontinent  BOnth  of  the  Bio  Qrande. 

What  is  more,  the  Canadians  purchased  of  ns  the  goods  that  we  most  wanted 
to  sell— 4fae  goods  that  yielded  the  best  profit.  I  wish,  for  the  information  of  the 
oommiseion,  to  go  through  a  comparaliTe  claamficatioQ  which  I  have  made  of  the 
claaaee  of  gooda  which  we  buy  of  them  and  the  classes  of  goods  which  we  sell  to 
them.  I  hare  taken  the  larger  items  from  the  report  of  the  Canadian  minister 
of  commerce,  becanse  odt  reDorts  do  not  classify  Uiem  in  this  way.  Carriagee, 
carta,  and  bicycles,  we  bongnt  last  year,  in  value,  of  Canada  $IT.d3S  and  sold 
$1,825,407.  In  1804— six  years  ago— onr  sales  were  only  $250,000,  ahowing  an 
increase  of  fivefold  in  that  time.  BreadstufFs  and  grain,  we  bought  $421,818  and 
Bold  $7,860,881.  Of  these  sales  the  larger  part  waa  Indian  com,  which  we  can 
grow  to  better  advsntage  than  the  Canadians.  Animals,  we  boi^ht  $8,078,807 
and  sold  $546,083.  Theee  animals  that  we  bought  were  of  all  sorta— horsea,  cat- 
tle, hoga,  and  sheep.  Our  sales  were  largely  horses,  and  were  sent  mostly  from 
Washington  into  British  Colombia,  where  the  agricnltural  conditiona  are  not  as 
good  aa  ours.  Fish,  we  bought  $3,641,373,  of  which  $1,380,000  were  lobeters,  which 
are  drawing  toward  extinction  in  onr  coantrv,  and  we  Bold  $484,545  worth  of  flah, 
which  was  to  qnite  an  extent  oysters,  wbicn  we  can  raise  better  than  can  Uie 
Canadians.  Hooks,  nets,  and  seines,  we  bought  none  and  sold  $305,324.  ^Ik  and 
silk  manofactnres,  we  bought  none  and  eold  $049,605.  Cordage  and  twine,  we 
bought  $26,100  and  sold  $878,800.  The  larger  part  of  this  was  Unding  twine, 
which  we  sold  to  farmers  in  Ontario  and  up  in  the  Saakatcbewan  Valley.  Uanu- 
factnres  of  rubber  and  gutta-percha,  we  bought  none  and  sold  $2,601,118.  Qlass, 
WL  bought  none  and  sold  $535,000.  Hay,  we  honght  $715,000  and  sold  $88,000.  Onr 
pBTchaaea  of  bay  laat  year  were  larger  than  on  ordinary  ocoaoiona.  Last  year 
was,  as  you  may  remember,  in  the  northeastern  pui;  of  the  country,  a  very  dr; 
season.  We  ran  ahort  of  hay  and  had  to  purcfaaae  it  where  we  conld  get  it.  In 
1809  we  purchased  $118,000  worth,  and  in  1808  $24,000  worth,  and  in  1806 
$1,640,000.  Whenever  the  crop  in  hayiaahort  in  thia  country  we  cross  the  border 
to-getit.  Paper,  we  bought  $23,000  and  sold  $1,043,000.  Vegetables,  we  bought 
$149,000  and  sold  $829,026.  Eidea  and  akina,  we  boaght  $1,30^,635  and  sold 
$a,lS8,488.  PTOvieions,webouKkt$88,944andeold$l,7eT,OT8.  Leather  and  manu- 
factures of  leather,  we  bought  $45,308  and  sold  $1,610,090,  of  which  $039,281  were 
boots  and  aboea.  Books,  we  bought  $52,400  and  sold  $1,095,019.  Cotton  and 
mannfactures  of  the  eame,  we  bongbt  $144,7^2  and  sold  of  manufactured  cotton 
$1,600,313  and  of  raw  cotton  $4,491,575.  Onr  trade  in  cotton-manufactured  goods 
hsA  gradually  fallen  off,  as  the  year  before  laat  we  sold  $200,000  more  than  last 
yeiar.  The  differential  duty  favoring  England — ^wtaich  I  sh^  explain  to  yon  in  a 
minnte  or  two — is  telling  materially  on  our  Canadian  sales  of  mannf  actured-cot- 
ton  goods.  Fruit,  we  bought  $356,433  and  sold  $2,288,828.  Onr  purchases  were 
to  a  considerable  extent  apples,  and  our  sales  were  largely  subtropical  fruits  and 
tmits  sncb  as  peaches  and  the  like  which  we  raise  in  the  Middle  and  Northern 
States.  Hats,  caps,  and  bonnets,  we  bought  none  and  sold  $844,548.  EUectrical 
apparatoe.  we  bought  none  and  eold  $817,000.  Plants,  we  bought  $8,500  and  sold 
$817,000.  Seeds,  we  boaght  $61,500  and  sold  $1,740,000.  Drugs,  dyes,  and  chem- 
icals, we  boaght  $4S,657  and  aold  $2,144,593.  Wood  and  mannfactnree  of  wood — 
tbia  ia  where  they  get  the  advantage  of  us— we  bought  $14,087,088  and  sold 
$4,806,547.  Coal,  we  bought  $4,02e,6W  of  bituminous  coal  and  sold  $4,809,742  of 
bituminona  coal  and  $T,l<%,624of  anthracite  coal.  The  trade  in  bitmninous  coal 
between  Canada  and  the  United  States  ia  about  an  even  exchange.  It  ia  largely 
a  question  of  geographical  location.  The  Canadiana  have  not  developed  coal 
mines  to  any  extent  in  the  interior  regiona.  They  have  none  until  you  get  west- 
ward pretty  weU  ont  to  the  Rocky  Mountains,  where  they  are  opening  some  minus 
now;  but  they  have  very  good  oituniinoiia  coal  deposita  at  the  two  eitremea. 
We  have  no  bituminona  coal  on  the  Atlantic  or  Pacific  water  front,  but  we  have 
it  very  largely  in  the  center  of  the  conntry. 

Q.  (By  Mr.  Cj^arke.)  Is  there  not  some  on  tbe  Pacific?- A.  Do  you  mean  on 
Puget  Sound? 

(J.  (By  Senator  Ktle.)  There  is  some  in  Washington  State.— A.  IwentSyears 
ago  on  Senator  Perkins's  line  of  steamers  to  San  Francisco  from  Seattle,  and  on 
the  trip  I  asked  the  engineer,  "What  coal  are  yon  using?"  He  said,  "From 
Nanaimo."  I  said,  "  How  ia  that?  Dont  you  use  the  Paget  Sonnd  coal?  "  He 
said,  "Our  company  owns  mines  there,  bat  it  ia  not  good  steaming  coal.  It  is 
shaly."  I  found  that  in  San  Francisco  tbey  much  prefer  coal  from  Sydney  or 
from  Naaaimo. 

Q.  In  British  Columbia?— A.  Yes.    Take  it  on  the  map  here  [indicating  on 
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map] .    We  supply  Canadit  with  bitominonB  coal  from  a  point  abont  160  milee 


On  the  Pacific,  as  I  have  said,  there  is  no  gix>d  coal  that  can  be  obtained  from 
dimeetic  aoorces,  so  it  is  enpplied  from  Canada  or  New  South  Wales,  in  AoHtra- 
lia.  In  New  England  our  mtrnninoas  cot^  comes  chiefly  from  the  mines  in  west- 
cm  Maryland  and  West  Virginia.  Now,  the  cost  of  mining  coaI  at  the  pit's 
month  is  as  hi^h  in  Nova  Scotia  as  in  West  Virginia,  if  not  higher.  The  mining 
in  West  Virgmia  is  lar^Iy  carried  on  by  negro  laborers  at  a  low  scale  of  pay. 
The  coal  of  Nova  Scotia  is  mined  by  white  people,  who  are  paid  a  higher  rate  erf 
wi^es.  At  the  pit's  month  there  is  not  mnch  mflerenco.  thongh  the  mfference  is 
in  favor  of  West  Virginia  and  Maryland;  but  the  railroad  hanl  to  get  this  Utter 
coal  to  tide  water  involves  an  aver^^  expense  of  abont  $1.35  a  ton,  and  this  is 
pat  on  the  price  of  the  coal.  The  mines  of  Nova  Scotia  are  practically  on  the 
water  front.  There  is  a  hanl  to  Lonishnrg  in  the  winter  time,  but  this  is  a  trifling 
ezpernse  compared  with  the  railroad  expense  in  Muyland  and  West  Virginia. 
We  in  New  England  are  now  paying  for  that  railroad  haul.  It  is  a  condition  that 
can  never  be  changed.  Yon  can  not  change  it  bv  protecting  the  buaineBa  from 
the  present  time  to  the  day  of  doom.  There  will  always  be  that  disadvantage 
against  ns.  Oar  natural  source  of  supply  is  in  Nova  Scotia,  which  is  almost  on 
oar  water  front,  with  no  greater  wat«r  carriage  than  there  is  from  the  capes  of 
the  Chesapeake  to  Massachusetts  Bay  or  the  coast  of  Maine.  This  is  a  tolerably 
even  exchange  of  equivalents.  One  conntrymppUes  the  deficiencies  in  thecentw 
and  the  other  at  the  extremes.  When  we  pnt  a  dnty  on  bitnminons  coij  Canada 
puts  it  on,  and  when  we  tahe  it  off  Canada  takee  it  off. 

Metals  and  metal  manufactures  is  one  of  the  most  important  items  in  our  series 
exchange — the  most  important  so  far  as  onr  SEdes  are  concerned.  We  have  be^ 
pnrchasing  toqnito  a  large  extent  the  raw  minerals  of  Canada.  For  example,  we 
bonght  of  gold  qnarts  |I4,1SO,000.  It  enters  in  as  an  element  of  trade,  but  it  is 
abont  as  crude  an  element  as  yon  conld  possibly  get.  Copper  ore,  we  bought 
11,887.000;  silver  ore,  91 ,350 ,000 1  nickel,  «1,040,000;  lead  ore,  |6S1,28D.  A  large 
part  of  this  came  down  from  the  Kootenai  district  in  Canada,  and  went  to  the 
great  smelting  centers  of  Montana,  furnishing  there  the  variations  In  ores 
needed  to  get  tne  proper  flux  in  smelting  varionsforms  of  metals.  We  do  not,  on 
the  other  hand,  sell  tothe  Canadians  oreeor  crude  metals.  Wesold  them  our  metal 
mannfactnres  in  the  following  order;  Manufactaree  of  copper,  $1,030,000;  agri- 
cultural implements,  $1,905,000;  machinery,  $4,621,000;  miscellaneous  iron  and 
steel  mannfactnres,  $16,476,000;  making  a  total  sale  of  manufactory  metals  last 
year  of  $27,707,000.    Now,  when  yon  take  into  account  that  no  longer  than  S 

J  ears  wo  instead  of  selling  them  over  $37,000,000  of  this  class  of  goods  we  sold 
hem  only  $6,600,000,  yon  will  see  the  enormous  increase  that  has  oeen  made  in 
the  absorption  by  Caimda  of  onr  metal-mannfactured  wares. 

But  to  pnt  the  classification  in  a  little  different  form.  The  Canadians  clasBify 
their  sales  in  foreign  countries  by  the  products  of  the  mines,  fisheries,  forests, 
animals,  agricultural  products,  and  manufactured  wares.  Now,  I  will  first  take 
4  years  ago— 1896— and  then  last  year.  In  1896  we  bonght  of  Canada,  prodncta  of 
the  mines,  $7,4Se,000,  and  sold  $9,333,000;  fisheries.  $3,802,000,  and  sold  $833,000; 
forests,  $13,538,000,  and  sold  $2,782,000;  animals,  $3,341,000,  and  sold  $3,808,000; 
agricultural  products,  $8,288,000,  and  sold  $10,134,000;  manufactures,  $2,631,000, 
and  sold  $28,184,000;  that  is,  onr  total  purchases  of  them  in  these  lines  were 
$34,378,000  in  1896,  and  we  sold  them  $53,883,000.  Last  year,  1900,  the  Canadians 
sold  OS  of  the  products  of  their  mines  $14,186,000  worth  of  gold  quartz,  and  a  total 


e  prodQCt«  amounting  to  $23,700,000,  and  we  sold  t£em  of  the  products  of 
onr  mmes  $11,600,000;  of  fish  products,  we  bought  $8,889,000  and  sold  $484,000;  of 

Eroducts  of  the  forests,  we  bonght  $13,908,000  and  sold  $6,300,000;  animals,  we 
'>ught  $5,326,000  and  sold  $8,430,000;  agricultural  products,  we  bought  $2,041,000 
and  sold  $19,080,000;  manufactures,  we  bought  $4,867,000  and  sold  $61,362,000. 
In  other  words,  we  sold  to  the  people  of  Canaida  of  our  manofactured  wares  more 
than  $10  per  capita.  We  sold  m  Canada  last  year  nearly  as  much  of  our  manu- 
factures as  we  sold  of  these  to  the  entire  world  in  1870,  and  about  one-siith  as 
mnch  as  we  sold  to  the  entire  world  last  year. 

I  have  emphasized  this  point  because  our  people  seem  to  overlook  the  existence 
of  this  enormous  trade,  one  that  is  closely  connected  with  us — on  our  very  border. 
They  do  not  realize  that  this  trade  gives  employment  to  eve^  department  of 
American  industry,  from  the  time  of  taking  the  materials  from  the  mines  and  the 
fields,  and,  while  tney  are  carried  in  their  half -&iished  condition,  throngh  factories 
and  workshops,  into  the  stores,  up  to  the  time  tlwt  they  are  tranaf«rrad,  in  a  fio- 
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iBhedatate.readrforoonsnmpttoii.iiitoCaDadian hands,  ThisiaaclonofbnriiieBB 
that  needs  to  be  enconraKed,  becanae  it  gvvee  employment  all  along  the  industrial 
line,  and  ffiveB  a  profit  oil  along  the  same  line.  This  trade  is  infinitely  better  than 
that  whicn  consista  in  digging  the  same  amoantH  in  valae  from  the  earth,  orreap- 
ing  it  in  the  field  and  eendmg  to  foreign  marketo  for  sale  in  crnde  forms,  for  the 
TeaeoD  that  the  maaofaotnred  commoaity  represents  vastly  more  employment  to 
American  labor  and  larger  retnme  to  American  capital. 

Kow,  theee  Canadian  trade  conditions  are  eminently  satisfactory,  bat  the  diffi- 
cnlty  is  they  are  not  lilcely  to  oontinne  so,  unless  we  are  prepared  to  do  something 
toward  meeting  Canadian  wishes  in  the  way  of  giving  her  a  market  for  what  she 
has  to  sell. 

Q.  (By  Mr.  Tulquear.)  If  yon  wonld  tonch  on  the  British  differential  now.— 
A.  1  tun  getting  to  that.  The  Canadians,  about  4  years  ago,  proposed  by  act  of 
Parliament  to  grant  to  any  other  conntry  that  would  give  to  Canadian  products 
what  Canada  considered  equivalent  tariff  conditions  a  concession  of  13^  per  cent 
in  the  then  dnty,  this  to  be  increased  the  next  year  to  2fi  per  cent.  At  the  time 
there  was  no  country  prepared  to  take  advantage  of  this  oSer  except  Qreat 
Britain,  for  Qreat  Britain  cnarges  practically  no  dnty  on  any  Canadian  product, 
except  poesibly  Canadian  wbidiy.  For  a  time,  in  consequence  of  treabes  with 
Bng&ia,  Belgiom  and  Germany  received  this  benefit  nntU  these  treaties  were 
denounced,  as  it  is  termed.  Since  then  the  English  have  enjoyed  it  without  rivalry. 
Xiately  the  ^fferential  has  been  increased  to  ^t  per  cent,  so  that  American  goods 
entering  Canada  pay  50  per  cent  higher  duty  than  is  paid  by  corresponding 
English  goods.  Still,  in  spite  ot  tida  differential  against  us  (which,  as  (^noda'a 
datiee  average  about  30  per  cent,  would  amount  on  a  shipntent  of  SI 00  to  a  benefit 
in  favor  of  England  of  JIO,  or  in  many  instances  the  equivalent  of  a  large  profit 
on  the  sale) ,  in  spite  of  this  difference  American  manufactures  have  entered  Can- 
ada and  in  very  many  departments  of  trade  have  driven  out  the  English  mann- 
factnreH,  In  cotton  manufactures  the  latter  have  been  able  to  lessen  our  sales, 
but  in  little  else.  That  is  portly  due  to  the  fact  that  it  is  easier  for  the  Canadian 
to  get  to  the  Ajnerican  market  than  to  the  English  market.  Orders  can  be  trans- 
mitted in  24  hours  and  executed  in  48  or  56  hoars,  and  again,  if  there  is  any  ques- 
tion  about  ^e  goods  whether  or  not  of  the  kind  ordered,  the  differences  can  be 
easily  settled.  Again,  we  manufactore  goods  more  to  the  Canadian  tastes  than 
do  the  English.  The  Canadiansare  more  nearly  like  ourselves,  though  they  would 
deny  it,  than  they  are  like  the  English  and  the^  favor  our  styles  more  generally 
than  they  do  the  English.  These  are  factors  in  our  favor;  and  yet  a  snort  time 
ago  very  few  people  would  have  believed  that  American  manufacturers  could  go 
into  a  neutral  market  and  compet«  with  and  defeat  the  English  on  such  gronnda 
as  these.  We  now  enter  an  English  colony;  we  go  there  at  a  disadvanta^,  and 
yet  we  undersell  England  in  that  market.  I  think  there  has  never  been  a  more 
wonderful  ezhibitian  of  the  ability  of  the  American  manufacturer  to  make  fine 
qnalities  of  goods  at  low  prices  and  hjs  ability  to  sell  these  in  foreign  countries 
tnan  has  been  afforded  by  this  experience  of  the  last  3  or  It  years  in  Canada.  It 
shows  that  we  are  above  all  compeldtors  and  that  there  is  no  country  in  the  world 
that  can  compete  with  the  American  manufacturer  and  the  American  working 
man,  without  regard  to  tariff. 

Q.  (By  Mr.  Litchman.)  Have  you  gone  far  enough  to  learn  how  much  of  that 
trade  has  been  retained  by  selling  at  a  price  less  for  the  same  kind  of  goods  than 
they  have  been  sold  for  in  the  American  market? — A.  I  dare  say  that  is  done.  All 
nations  do  that  every  day.  I  do  not  think  they  are  discriminating  anv  more  in 
Canaila  than  in  Germany,  France,  or  any  other  country.  No  matter  wnat  condi- 
tton.s  of  tariff  yon  have,  that  is  a  method  of  trade — of  making  slaughter  sales  in 
the  foreign  markets— that  the  manufactnrers  of  all  countries  employ. 

Q.  You  are  not  like  some  economiats  who  use  that  as  an  argument  to  take  the 
tariff  off?— A.  No.  Whether  it  is  on  or  o£E  trade  of  this  kind  will  go  on  much  the 
same.  The  future  difficulty  that  we  have  to  face  is  this:  We  have  made  great 
trade  gains;  but  the  Canadians  are  naturally  dissatisfied.  They  sell  us  their  crude 
commodities  and  that  is  all,  and  tbey  do  not  sell  a  great  deal  of  these,  relatively 
speaking.  They  have  a  tremendons  market  in  England  which  they  have  built  m. 
Their  s^es  in  England  last  year  amounted  to  (107,000,000  in  value,  and  in  the 
future  it  will  increase  grealjy  on  that. 

A  few  years  ago  we  were  blind  enough  to  believe  that  Canada  had  no  market 
other  thsoi  that  of  the  United  States,  and  that  our  proper  diplomatic  course  was  to 
close  that  market  and  thus  force  the  Canadians  down  on  their  knees  to  beg  to  be 
taken  as  States  into  the  American  Union.  We  never  made  a  more  fatal  diplomatic 
error.  We  raised  that  class  of  resentment  which  we  would  have  felt  ourselves  if 
the  same  policy  bad  been  practiced  ag^nstus.    The  Canadians  are  an  Anglo-Saxon 
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voofio  and  ytm  can  not  drive  an  An^oSaxon  people,  tbongh  you  may  coax  tbem. 
The  result  was  that  we  built  ap  for  Canada  a  neir  market.  Instead  of  the  trans- 
portation lined  running  north  and  eouth  between  their  countrv  and  outb  ae  they 
ahoold,  we  forced  Canada  into  buUding  the  Canadian  Pacific  Railroad,  Uina  par- 
alleling oar  railway  eyeteme.  We  forced  Sir  John  Macdonald  to  adopt  his 
" iiatiwial "policy  and  to  endeavor  to  bnild  np  manufactorinK  indnstnes  in 
Canada.  'We  forced  the  Canadians  to  loolc  across  the  Atlantic  to  England  to  get 
there  the  market  which  we  refused  them.  Now  they  are  independent  of  na 
BO  far  aa  the  market  is  concerned.  They  do  not  sell  na  enough  to  make  it  a  vital 
question  whether  they  do  bueineee  with  ns  or  not.  We  are  the  petitioners.  We 
see  in  Cuiada  our  beet  market;  Canada  sees  nothing  here  tiiat  in  seriously  neces- 
sary to  her  welfare.  The  tendency  has  been  and  is  to  drive  Canada  away  from 
us.  Thus,  in  the  fntnre,  if  SS^per  cent  difCerenti^  is  not  enough,  it  will  be  raised 
to  60  per  cent  or  75  per  cent,  or  it  will  be  swept  awa^  by  the  federated  empire  of 
England  and  her  colonial  dependenciee,  a  clian^  which  is  by  no  means  nnlikely. 
In  the  teansf  ormationa  now  taking  place  the  old  English  free-trade  aystem  may  go 
by  the  board,  and  England  and  ner  colonies  &nd  their  advantage  in  traoing 
between  themselves  andinsopplyingeach  other's  needs.  This  change  may  not  be 
80  far  off  unless  we  intervene;  and,  looking  to  oar  own  intereats,  we  are  com- 
pelled by  the  necessities  of  the  case  to  intervene.  It  is  not  altogether  onr  Cana- 
dian market  that  is  in  peril.  Of  onr  enormous  exporte,  more  than  half  are  sold 
to  England  and  England's  dependencies  and  colomee.  We  can  not  afford  to  lose 
this  English  market. 

If  we  can  make  a  treaty  with  the  Canadians  which  is  satisfactory  to  them,  and 
which  gives  to  them  something  of  a  market  here,  we  shall  have  a  clutch  on  them 
which  they  will  not  care  to  break;  and  whatever  may  happen  in  other  respects, 
thia  would  be  of  distinct  advantage  to  us. 

Now  what  are  the  obstacles?  There  are  three  conditions  which  we  have  to 
meet  if  we  are  going  to  make  a  trade  treaty  with  Canada.  We  mnst  make  con- 
ceedona  in  the  duties  on  fish,  lumber,  and  coal.  So  far  aa  agricnltural  prodacts 
are  concerned— potatoes  and  eggs  and  goods  of  that  kind— it  is  a  relatively  small 
matter.  As  we  are  now  selling  to  the  Canadians  $10,000,000  worth  of  our  agri- 
cultural products,  it  would  seem  to  be  rather  discouxteous  to  gmmble  because 
they  sell  farm  products  to  the  value  of  S  or  3  million  dollars  to  us.  Bnt  on  the 
larger  items  we  mast  do  something. 

The  coal  interests  of  Maryland  and  West  Virginia  are  exceedingly  strong,  and 
they  natarally  object  to  anvthing  threatening  their  New  England  market. 

Aa  to  the  fish  business,  I  nave  been  a  fisherman  myself — a  fisherman  by  descent, 
at  least.  We  have  the  Glonceater  Hsheriea  held  np  before  us  as  the  "  nursery  of 
the  Navy."  What  are  you  going  to  do,  it  is  askeo,  to  get  the  sailors  to  man  our 
warships  unless  you  protect  the  fishing  industry  in  Glonceeter?  Now,  I  have  had 
a  strong  intereet  in  the  fishing  industry  as  long  as  it  was  American,  bnt  it  has 
ceased  to  be  an  American  industry.  Tliere  is  American  capital  invested  in  it 
and  there  are  certain  American  officers  employed  on  the  fishing  vessels.  One  of  the 
members  of  your  commission  has  lived  there,  and  he  will  correct  me  if  he  thinks 
I  am  wrong.  But  the  larger  part  of  those  engaged  in  the  catching  of  ftsh  are  from 
Nova  Sootia,  New  Brunswick,  and  Portugal.  They  are  not  American  citizens. 
Some  of  the  Portugueee  will  possibly  become  so,  but  those  from  the  Provinces 
come  there  during  the  fishing  season,  and  after  this  is  over  they  go  back  home. 
Each  jrear  there  is  printed  a  list  of  the  unfortunatee  who  have  lost  their  lives 
by  various  disasters  during  the  year — a  most  pathetic  list  and  often  a  large  one. 
Last  year,  out  of  some  50  or  60  men  whose  lives  were  lost— it  may  have  been  3,  but 
I  am  inclined  to  believe  it  was  but  2  who  were  Americans,  and  these  2  were 
captains  of  vessels;  the  rest  were  foreigners.  That  indicates  how  little  of  an 
American  industry  it  is  when  compared  with  what  it  once  was. 

When  we  had  onr  war  with  Spain,  the  United  States  Government,  having  a 
notion  that  this  waa  truth  and  not  mere  tradition,  sent  down  two  battleships  or 
cruisers  to  Gloucester  to  exploit  that  nursery  of  the  Navy  idea  and  get  as  many 
men  as  possible.  These  stayed  therb  nearly  all  the  time  of  the  war,  and  I  think 
they  enlisted  a  little  over  300  men — that  is  aboat  half  as  many  as  would  be  neces- 
sary to  man  one  battleship.  Boston  is  not  a  nursery  of  Uie  Navy  and  never 
claimed  to  be,  bnt  we  enlisted  some  1,700  men  during  the  same  time.  So  I  say 
this  is  fiction.  Yet,  when  this  matter  is  brought  up  in  Congress  yon  will  hear  any 
amount  of  eloquence  about  these  poor  men  giving  their  lives  to  hard  service,  who 
must  be  looked  upon  to  defend  the  honor  of  the  flag  on  the  seas  if  ever  the  occa- 
sion calls  for  it.  The  American  does  not  tike  thia  fishing  business.  It  is  too  hard 
a  bosinees  for  him.    He  can  find  better  my  on  shore  and  be  with  bis  family. 

The  lumber  interest,  of  coarse,  la  different.    When  our  committee  appeared 
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before  the  Anglo-American  Commis^D,  we  were  told  that  the  lumber  interest 
wae  one  of  the  etrongeet  in  oppoBition  to  any  chang«  of  this  kind;  and  there  again 
the  reason  is  geoeraphic  to  oTiite  an  extent.  The  market  for  lumber  is  largely  in 
the  New  England  and  Middle  States.  It  ia  a  long  hanl  from  Minnesota  and  Wia- 
cotudn.  and  it  is  a  short  hanl  from  Canada.  The  hard-pine  lumber  that  comes  in 
from  tne  sonthem  tier  of  States  is  also  affected  by  its  distance — a  disqualification 
which  can  never  be  overcome  by  anything  except  a  remaking  of  the  world. 

What  I  desire,  gentlemen,  to  impress  upon  yonr  minds  as  representing  the 
cbMnber  of  commerce,  is  that  onr  interests  in  New  England  largely  tnm  na 
toward  onr  northern  neighbor.  We  look  npon  Canada  as  fairly  tribatary  to  onr 
market;  we  believe  that  the  border  line  is  largely  an  artificial  one,  and  that  as  we 
are,  to  qnite  an  extent,  cat  oS  from  the  West,  we  ebonld  have  the  right,  as  far  as 
possible,  to  exploit  the  coon^  to  the  north  and  east  of  as.  If  Canada  is  ever  to 
be  made  a  i»rt  of  the  United  States  it  mnst  be  by  drawing  the  Canadians  to  as 
with  the  strongest  possible  bands  of  trade. 

Q.  (By  Mr.  CiARKE.)  Do  yon  know  of  any  willingness  on  the  part  of  the  gov- 
ernment in  Canada  to  negotiate  a  treaty? — A.  I  am  inclined  to  believe  that  there 
woold  be  no  difflcnlty  in  making  a  b^ty  on  the  gronnd  of  equivalent  conces- 
sions, without  regard  to  the  special  products. 

Q.  Is  it  not  within  yonr  knowledge  that  special  efforts  have  been  made  several 


times  in  recent  years  to  come  to  a  basis  of  agreement  and  a  common  understand- 
■ing,  and  that  the  rock  upon  which  thev  split  every  time  has  been  thecla8eificatio& 
of  articles? — A.  Well,  1  knowthe  roclt  they  split  upon  very  largely  was  the  lum- 


ber interest.  That  was  one  part  of  the  classification,  no  doabt.  I  had  that 
statement,  in  efFect,  from  Mr.  Dingiey,  and  I  suppose  that  he  knew.  He  was  a 
member  of  the  comnussion, 

Q.  (By  Mr.  LiTCHMAN.)  In  what  section  of  the  country  did  that  manifest  itself 
most  strongly? — A.  The  most  prominent  opponent  was  the  distingnished  C<m- 
gressman  from  Minneeota,  Mr.  Tawney, 

Q.  Did  it  affect  the  lumber  interests  in  Michigan? — A.  Oh,  no;  Michigan  is 
no  lon^r  the  center  of  the  Inmber  industry. 

Q.  (By  Mr.  Clarke.)  Is  not  the  manufacturing  industry  in  Canada  generally 
opposed  to  a  reciprocity  treaty?— A.  I  dare  say  it  is.  It  is  also  opposea  to  a  dif- 
ferential tariff  with  England,  but  this  does  not  seem  to  make  any  difference  in 
the  policy  of  the  Gtovemment,  however, 

Q,  Is  it  yonr  plea  that  this  differential  of  theirs  stands  in  the  way  of  a  reci- 
procity treaty?— A.  I  do  not  think  so.  1  think  very  likely  it  was  initiated  for  the 
purpose  of  forcing  something  of  the  kind.  I  thmk  it  has  now  obt^ned  such 
headway  that  it  is  working  out  its  resnlta  on  its  own  grounds. 

Q.  If  Qreat  Britain  puts  an  eroort  duty  on  bitnminons  coal,  do  yon  think  there 
would  be  ai»' import  ca  that  coal  to  this  country?— A.  Imports  from  where? 

S.  From  Wales?— A.  No;  there  never  has  been  for  years;  there  would  not  be 
er  any  circumstances. 

Q.  Yon  think  it  would  be,  then ,  about  an  even  exchange  so  tar  as  coal  is  con- 
cerned?— A.  Between  the  United  Statss  and  Canada,  yes. 

Q.  Andto  the  accommodation  of  the  people  in  the  extremes  of  the  continent?- 
A,  Yes,  I  think  so;  I  think  there  would  be  an  increase  of  trade  on  both  sides. 

9.  Is  it  your  opinion  that  this  country  should  make  overtures  to  Canada  for 
reciprocity? — A.  I  think  it  would  be  desirable.  I  think  we  have  more  to  gain 
than  Canada  has. 

(^.  (By  Mr.  Farqchas.)  Is  it  not  a  pity  to  disturb  the  present  balance  of  trade 
which  we  have  with  Canada? — A.  Well,  this  is  one  of  those  arrangements  which 
should  be  made  while  we  have  the  opportunity.  Yon  know  the  story  of  the 
Sibylline  books,  offered  to  one  who  would  not  take  them  when  he  could,  and  on 
each  subsequent  occasion  the  number  was  reduced  and  the  price  tnoreaaed.  It 
may  be  that  way  witb  us. 

(Testimony  closed.) 

Washinotom,  D.  C,  Majf  U,  1901.    < 
TESTZMOFT  0?  HK.  WXLLZAll  HICHOLBOV, 

Ma,iiag«T  CenlriU  Aallwajr  CUarinf  Houte,  Buffalo,  N.  ¥. 

.,  Chairman  Kyle  presiding. 
,      inager  of  the  Central  Ballw^  Clearing  Hot 
appeared  as  a  witness,  ana  being  duly  aworn,  t«etitied  h  follows: 
<J.  (By  Senator  Kvut.)  Yon  may  stata  your  name,  addiess,  and  bosinesa  to  tho 
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Q.  PlesHi  tell  tlie  oommuwion  Bomptliiiig  about  the  orgBnlzalioii  of  thia  clekrlag 
hoiue,  the  purpoBo  of  Ita  inoeptloa,  ite  ftlms,  and  its  metluidl. 
TheWiTNEU.  (BeadiDg): 

"CENTKAL  RAILWAT  CLKAKIMG   HOUSX. 

"Theeleaiing'houBe  prlnoiple  wumade  applieeble  to  the  through  freight  traffic 
aocoDntlDgofuieNev  York  Central  and  HudtoD  River  Railroad  Company,  ita  leased 
and  operated  linen,  at  the  initanoe  of  Mr.  John  Corstenten,  oomptroller. 

"As  a  uatnral  eeqnenoe,  a  olearinK  hotue  waa  established  at  BalFalo,  H.  Y.  (the 
geographioal  center  of  the  system),  for  the  jinrpose  of  handling  certain  detail*  of 
throagn  &«ight  aooonnts  for  the  allied  roada  terminating  at  the  Niagara  frontier. 
Ita  advent  was  pnblioly  announced,  and  its  aathority  set  forth  hj  ute  ezecntive 
depoFtmenta  ia  the  following  elt\>Qlar; 
"  [New  Yori  Central  and  Hudson  Blvei  RaUroaf 

waf  Ompan;.  UlchiKsn  Central  ttallroad  Cc._, — ,. , „ 

Company,  Wcat  Shcoe  i»«ii»ni<|  Plttaboigh  and  ikke  Etle  Rallioad  Dampan]'.] 

"PZB&VAXY  10,  1S99. 
"JOIKT  NOnCK. 

knager  of  the  'Boffalo  Railway 
,  .1  April  1.  proximo,  and  to  have  ohargeof  all  aooonnts 

ind  ■taliatios  pertaining  to  thronA  freight  bnsioeBB  passing  over  the  above  roada, 
now  covered  by  through.  Joint,  or  fast  freight  line  billing. 

"8.    R.    CAI.tJ.WAT, 

"Preil.  }f.  F.  C.  and  R.  B.  B.  S.  and  l»a$»d  lint*. 

"W.  H.  NnwMAM, 
"Prmt.  I.  8.  and  M.  S.  Biey.  Co. 

"H.  B.  Lkrtabd, 
"Prmu  it.  C.  B.  B. 

"W,  H.  Cammitv, 
"JVsrt.  N.  T.  C.  and  St.  L.  S.  B.  Co. 

"J.  D.  Latno, 
"  rtOhPraL  W.  8.  B.  B. 

"J.    U.    HCHOORMAKXR, 

••  V.  F.  and  a.  M.  F.  amd  L.  E.  B.  B.  Co. 

"On  I^bmaiySl,  1890,  a  meeting  of  the  chief- aooonoting  officers  and  anditora  of 
freight  aoooaoM  of  the  syatem  roads  was  held  in  New  York  City,  when  the  panning 
OTganlEation  was  affected. 

"  Kame.—Tbt  Buffalo  Railway  Clearing  Honse. 

"i,oiMlf(Mi.— Bnffalo,  N.  Y. 

"Mtmierthip. — New  York  Central  andHndaon  Rtver  Railroad  Company,  West  Shore 
fiailroad.  Lake  Shore  and  Aloh  lean  Son  them  Railway  Company,  Michigan  Central 
Railroad  Company.New  York, Chicago  and  St.  Loals  Railroad  Company,  Pittsborgh 
and  Lake  Erie  Railroad  Company. 

"Mana/amant. — The  affaiia  of  the  olearing  honse  to  be  nnder  the  control  of  a 
manager. 

"DatiM, — The  clearanee  of  freight-revenue  balances  aooralng  between  the  cleaTing- 
hoaae  roads,  on  all  interline,  joint,  and  fkst  freight  line  trafflo  passing  throngh  Bof- 
falo  or  oTDsaing  the  Niagara  River  at  Black  Rock  and  Sospension  Bridge,  billed  on  a 
throngh  waybill;  and  to  keep  the  acooonta  of  the  New  York  Central  and  West 
Shore  fast  fivight  lines. 

"Tbeoomplete  and  proper  revision  of  all  billing. 

"The  compiling  and  fumishinir  to  the  acoonntiDg  departments  of  the  roods  mam- 
liera  of  the  clearing  honse  with  all  statistics,  statements  of  earnings,  etc.,  required 
by  them  from  time  to  time,  and  the  fninlsblng  to  other  roads  not  members  of  the 
cleariDg  hoose  such  information  and  statements  as  formerly  required  frxim  the  New 
York  Central  and  West  Shore  fast  freight  lines. 

"The  oheoking  and  rooordlng  for  the  roads  members  of  the  clearing  honse,  and 

the  New  York  Central  and  West  Shore  fast  freight  lines,  of  all  Joint  oi  fast  freight 

line  claims. 

The  kee] 

artnghouL „ 

"  All  &«ight  agents  of  companlea  members  of  the  clearing  honse  to  be  considered 

16a- 
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k8kg«Dtsof  the  olewiDg  booBe,  and 
manager  tbereofconsistont  with  tbe 

"  Clearinjf-hoiiee  traffic,  other  than  Tut  flight  line,  to  be  wavbiUed  ezoliuively 
'Without  diviHiuna  of  eaminge  on  a  speolal  clearing-bonee  waybill,  to  be  used  by  aU 
roods  for  biiiiDesa  within  the  olearing-honse  territory. 

"Tbe  clearing  hoase  to  use,  whenever  practicable,  tlie  standard  blanks  of  the 
AtsociatloD  of  American  Railway  Aceonnting  Offlcera. 

"  On  April  7,  1899,  another  meetins  wu  held  In  New  York  City  for  the  porpose  of 
electing  an  eisontive  coininitt«e,  to  harB  aDpervivion  over  tbe  clearing  house  and 
to  act  npon  qnestiona  affecting  its  management  and  development,  reenlting  in  the 
election  as  auoh  committee  of  Meaara.  John  Cantensen,  comptroller  Kew  York 
Central  and  Hudson  River  Railroad,  obalrmau;  R.  H.  Hill,  auditor  Lake  Shore  aod 
Michigan  Soathem  Railway:  A.  J.  Bart,  auditor  Michigan  Central  Railroad;  J.  P. 
Cnrry,  auditor  New  York,  Cblcsgo  and  St.  Louis  Railroad;  C.  H.  Bconion,  auditor 
Pittsburgh  and  Lake  Erie  Railroad. 

"Its  duties  to  be  as  follows: 

"(a)  To  act  on  all  qnestions  aSeotlng  the  eoudaot  of  the  affairs  of  the  clearing 
honsa  as  constituted  or  aa  it  may  be  enlarged  from  time  to  time. 

"  (b)  In  ooDjuDction  with  the  manager,  to  decide  all  matters  relating  to  expenses 
and  the  division  of  same  as  between  roads  in  Interest. 

"  («)  To  act  ou  all  applications  for  iuoreaeed  memberahip. 

"id)  To  hold  meetmga  npon  call  of  the  chairman  or  npon  tbe  leqneit  of  say 

with  a  oharter  m«m- 

^ allroad,  Weet  81 

Kuilroad,  Lake  Shore  and  Michigan  Sootbem  Rallwav,  Uiohigan  Central  Railroad, 
New  York,  Chicago  and  St.  Louis  Railroad,  Pittsburgh  and  Lake  Erie  Railroad. 

"The  membership  of  the  Michigan  Central  Railroad  was  diacontinaed  at  a  meet- 
ing of  the  executive  committee  held  in  New.York  City  on  November  8,  1S99,  same 
to  oe  effective  December  1,  1699,  thne  reducing  tbe  olearanoe-honse  memberaliip  to 
the  6  otbet  roada  named  above,  the  New  York  Central  and  Hudson  River  Railroad 

ftbe 
„  =  .  ...  when 

tbe  Cleveland,  Cincinnati,  Chicago  and  St.  Loufs  Railway,  and  the  Lake  Erie  and 
Western  Railroad  were  admitted  to  memberebip. 

"In  view  of  the  fact  that  these  companies  and  the  Pittaborgh  tmd  Lake  Erie 
Railroad  Company  have  no  termini  in  BnfTalo,  together  with  reasons  of  a  local  chur- 
acter,  the  executive  committee  at  a  meeting  held  March  12,  1901,  obanged  the  name 
of  the  Buffalo  Railway  Clearing  House  to  that  of  the  'Central  Railway  Clearing 

"As  already  stated,  the  initial  province  of  tbe  clearing  faonse  waa  to  control  Che 
acoonnting  of  revenue  on  traffic  pawing  the  Niagara  ftoutier.  This  it  has  eatlafae- 
torlly  accomplished,  and  tbe  resnltsbave  been  promptly  fnmished  to  the  accounting 
officers  of  the  roads,  In  accordance  with  their  varied  requirements  necessitated  by  a 
dlMimilHTity  of  accounts,  and  in  time  for  ioclnaion  in  their  monthly  reooids. 

"From  time  to  time  tbe  duties  of  tbe  clearing  boose  have  been  largely  inor«aBed, 
to  the  extent  that  at  present  it  accounts  for  the  revenue  bn  traffic-^ 

"(a)  Interchanged  between  tbe  New  York  Central  and  Hadsou  Rlrer  Railroad, 
West  Shore  Railroad,  Rome,  Watertown  and  Ogdenebnrg  Railroad,  Pennsylvania 
Divisiou  of  tbe  New  York  Central  and  Hudson  River  Railroad,  Mohawk  and  Malone 
Railway,  Wnllklll  Valley  Railroad,  Beech  Creek  Railroad,  and  Lake  Shore  and 
Michigan  Soatbem  Railway,  New  York,  Chici^o  and  St.  Loaie  Railroad,  Cleveland, 
Cincinnati,  Chicago  and  St.  Louis  Railway,  Lake  Erie  and  Western  Railroad,  and 
Pittabnncb  and  Lake  Erie  Railroad,  pasaing  the  Niagara  frontier. 

"(ft)  Between  the  Lake  Shore  and  Michigan  Soulham  Railway  and  Cleveland, 
Cincinnati,  Chicago  and  St.  Louis  Railway. 

"(e)  Between  the  Luke  Shore  and  Michigan  Bonthem  Railway  and  Pittabnrg  and 
Lake  Erie  Railroad. 

"(d)  Between  the  Lake  Shore  and  Michigan  SontbMU  Railway  and  Lake  Erie  and 
Western  Railroad. 

"(e)  Between  the  New  York,  Chicago  and  St.  Louts  Railroad  and  ClevelMid,  Cin- 
cinnati, Chicago  and  St.  Lonis  Railway. 

"  (/]  Between  the  Now  York,  Chicago  and  St.  Lonis  Railroad  and  Lake  Erie  and 
Western  Railroad. 

"(g)  Between  the  Boston  and  Albany  Railroad,  Boston  and  Maine  Raili«ad, 
New  York  Central  and  Hndaon  River  Railroad,  Weat  Shore  Railroad,  Rome,  Water- 
town  and  Ogdensbnrg  Railroad,  Pennsylvania  Division  of  the  New  York  Central 
and  Hudson  River  Railroad,  Mohawk  and  Malone  Railway,  Wallkill  Valley  Railraad, 
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Koi  Boaton  and  Mklne  H«ilroM.  oompfuiies  in  tha  matter  of  aoooimtB,  Uie  aganU  of 
tbeM  oaapaniM  reporting  to  and  being  anbjeot  to  the  rules  of  tha  clearing  honae. 

"The  levenuB  on  tiatBo  between  tTMUContinental  tariff  pointa  on  the  PaciSo  ooaat 
and  thoae  within  ole*ring-hoiiH  territory  east  of  the  Niagara  River  (inolnding  thoae 
on  the  Boatou  and  Albany  and  Boetani  and  Maine  rallro^lB},  Tla  the  Michigan  Cen- 
tral Railroad,  is  alao  taken  oaie  of  in  the  elearinir  hooae,  but  the  proportion  of  anoh 
traffic  to  and  fh>m  loral  stations  situate  on  the  linea  of  the  Michigan  Central  Rail- 
road  Company  la  aooonnted  for  by  Uiat  oompany  direct. 


"Prior  to  the  orMnization  of  the  clearing  honse  practically  all  buaineaa  inter- 
ouaaged  between  the  roads  was  settled  for  by  the  agant«  at  jnnction  pointa.  The 
oleanng-honse  territory,  ao  far  m  acoonnting  Intereata  are  concerned,  is  practically 


onerai&oad.  The  clearing  honae  haanointennediate  jnnotiou  aettlementa  whatever. 
"Theayst«m  in  vogne  doea  more  than  the  modem  audit-office  plan  in  the  way  of 
eeoBomical,  expeditions,  and  almple  settlement.  Take,  for  example,  a  shipment  f.'om 
Boston  to  East  8t.  Louis.  The  old  jDnctiou-aettleuienttilan  would  require  the  atop- 
plng  of  the  waybill  at  Albany,  Eaat  Boffalo,  and  Cleveland  for  Jnnotlon  settlement 
Detween  tberoada  handling  the  shipment.    Under  the  taoderoanditofflceMttlement 

glan  It  would  be  necaaaaiyfor  IfaeaDdltorof  the  Cleveland,  Cincinnati,  Chioago  and 
t.  Loais  Bailway  to  render  eomplete  detail  ae  to  abstracts,  division  sbeeta,  snmma- 
ties,  eto.,  to  tbe  Lake  Sbore  and  Mioliigan  Sonthem  Railway,  New  York  Central  md 
Hnoson  River  Railroad,  and  Beaton  and  Albany  Railroad.  With  tha  clearing- 
bouae  plan  the  waybill  would  be  reported  (forwarded)  by  the  agent  at  Boston  and 
(reoeived)  by  the  ^eot  at  Eaat  St.  Loais  direct  to  the  clearing  hoaee,  where  same 
would  be  accounted  for  to  roads  in  interest.  At  tbe  end  of  eacb  month  the  proper 
officer  would  be  notified  by  it  of  tbe  net  debit  or  aredlt  balance  affecting  the  other 
toada  for  all  wavbilla  so  handled  in  a  given  month. 

"The  old  method  provided  that  each  individnal  waybill  ahonld  be  divided  and 
settled  between  the  roads,  while  now  all  waybills  in  a  month  between  given  points, 
taking  given  anbdivtsions,  are  bronsht  to  a  total,  which  is  subdivided.  Considraing 
the  large  volume  of  busineao  bandied  by  the  cleariog-honae  roads,  tbe  poeaibillty 
of  dellveriuK  shipments  to  cousigneee  on  proper  rates  or  oolleoting  proper  ohargea 
is  wonderftilly  increased,  inasmnob  as  shipments  moving  over  tbe  clearlng-honee 
territory  or  to  the  FaciSo  coast  beyond  are  waybilted  through  without  any  division 
of  zevenna  being  shown  on  the  waybills,  and  as  no  Jnnotion  settlements  between 
asenta  are  made,  eouaeqnently  no  amounta  are  shown  on  the  waybills  as  advance 

"  It  Is  therefore  possible  tor  agents  to  correet  tha  waybilla  when  delivery  of  ftetght 
is  made  to  basis  of  proper  tbrongb  rates,  inasmnob  aa  there  are  no  advanoea  paid 
connecting  railroads,  WDlch  in  case  of  error  would  oompet  them  to  seonre  authority 
to  ohange  DBfore  Anal  settlement  with  conaigneea. 

"  It  la  aaanmed  that  the  olearlng  house  has  done  more  than  any  other  agenoyto 
provide  for  the  delivery  of  sbipmenta  to  conaigneea  on  proper  net  charges.  The 
clearing  honse  nnlliflee  the  multiplied  settlements  of  the  railroads,  expedites  the 
movements,  and,  ao  far  as  the  public  ia  concerned,  minimizes  tbe  oollectlon  of  over- 
oborgea,  simplifiea  the  acoountinE,  and  concentrates  the  preparation  of  statistioa 
and  other  information  for  railioada  in  interest. 

"  The  clearing-house  system  of  aecoanting  is  baaed  upon  daily  forwarded  abstraeti, 
dally  received  abstracts,  and  monthly  balance  aheets,  with  the  necessary  auxiliary 
forms,  corrections,  et«,,  aa  per  aample  forma  herewltii  aabmitted. 

"Bstimated  railroad  balances  are  drawn  for  weekly,  between  tbe  Bnanoial  offloea 
on  fignree  famished  by  the  clearing  house.  A  Anal  net  balance  is  drawn  for  at  the 
end  of  each  mootfa.  All  moneya  collected  by  the  agents  are  remitted  to  IJie  treas- 
urers of  the  roada  direct,  no  remittancea  account  of  revenue  aooming  for  beight 
trnnaportation  being  sent  to  the  clearing  bouae, 

"Tne  general  sapervlsiou  of  the  affaira  of  the  clearing  honse  is  bandied  by  tbe 
manager  and  hts  chief  clerk.  The  work  is  divided  into  11  departments,  each  in 
charge  of  a  head  clerk,  as  follows : 

"ACCOUHTIMa  DKPAimiKMT. 

"Conalats  of  9  clerks  and  takes  care  of  the  general  accounts  of  the  clearing  bouae, 
aa  well  OS  maintaining  separate  sets  of  general  books  for  eacb  of  the  New  York  Cen- 
tral and  West  Shore  fast  freight  linea,  viz,  the  Red  Line  Transit  Company,  White 
Line  Central  Tranait  Company,  Qreat  Central  Route  '  Bine  Line,'  Canada  Sonthem 
Line,  North  Shore  Deapatch,  Weat  Shore  Line,  Nickel  Plate  Line. 

"The  oashier  bandlea  the  receipts  and  diaburaeuienta  account  of  tbe  general 
expenses  for  the  clearing  home  aa  well  aa  for  the  fost  freight  lines  specified  above. 
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"APPOBTIOmRNT  DSPABTHIKT. 

"Hm  22  olMka.  ThlB  dapaTtment  Iiandles  oouiplBtod  reports  when  reoelTed  ftom 
the  sbatraot  d«partmeat;  stampa  MUne  with  peroantiige  stamp,  showlnK  proper 
perMatftgM  to  M  aj^lied  bettreen  pointo  ahown  thereon.  Those  itema,  anown  In 
blooka,  are  drawn  off  on  apportionment  aheets,  gronped  as  per  stations  fh>m  and  to. 
At  the  olosv  of  boainess  eaoh  month  theae  sheets  are  fooled,  Bnmmsriea  balanced 
with  abstraot  department,  and  revenne  apportioned  among  all.  roada  intarealed,  on 
the  basis  agreed  to  apd  pabllshed  by  the  trafBc  offlcials  of  tiie  roada. 

"laMrliue  andlt  offloe  settlement"  acooanta  for  ali  our  9  roada.  In  connection 
with  the  IS  roads  weot  of  the  clearing -hoose  t«rritor7,  are  handled  by  tbla  depart- 

"  STATISTICAL   DBPAKTMBHT. 


CommeraeComoiiseion;  pieparea  special  statistics  of  toDa(u;e  for  tbe  vsriooa  ftelght- 


"Condnote  the  ohecklng  and  anditlng  of  forwarded  and  reoelred  abstracts,  sam- 
mariea.  etc.,  noticing  agenta  of  variona  changes  made  in  same.  This  department 
neoeaaitabM  the  employment  of  37  elerka. 

"  SEVIBION  DXPABTMIITT. 

"Witii  a  foioeof  37  eleriu  revlaea  the  wayfaiUa,  laaaea  eomotions,  files  tissnea,  ete* 

"claim   DBFAKfUUIT. 

"HandlasflMt  freight  line  OTer  and  undercharge  aoeonnta;  checks  Tariooa olaima 
fbr  the  fost  fMght  Tloes;  checks  Joint  and  interline  elaima  toi  the  claim  M[ents 
<rf  the  roads  members  of  the  clearing  honse,  the  one  check  of  the  elearieg  Cooae 
answering  for  the  several  cheeks  nnder  the  old  system,  when  the  claims  were  aent 
from  one  road  to  another  to  be  handled  by  eaoh  claim  agent  and  cheeked  by  each 
freWit  accountant. 

"This  department  handles  all  final  balance  aheeta  of  the  agents  of  the  roads  mem- 
bera  of  the  clearing  honse,  and  prepares  eaoh  day  for  the  tmnk  line  asaootatioQ  * 


"DAILY  BABMIMaS  DBPARTMEKT. 

"This  department  oompllea  for  the  9  roads  in  the  clearing  honse  statements  of 
dally  earnings  on  all  bnsfiteea  interchanged,  together  with  eaminn  on  audit  otBce 
aatuement  business,  in  connection  with  tne  sevnal  trauseoDtinental  rontea,  hmlsb- 
ing  daiW  statements  to  the  Boston  and  Albany  Rkilread,  andtiie  Boston  and  Maine 
B^lroad  on  andlt-setllement  business.  The  weekly  balaneea  between  the  road  nwra- 
benof  the  clearing  honseaieestimated  In  thiadepartmant,  which  consiatsoflSclerka. 

"MAILING   DEPARTMBNT. 

"Employa  10  clerks.    Colleota  o\ 


other  departments,  and  perforaia  general  meeaenger  aerrlce  for  the  clearing  honse. 


"ms  department  has  1  emplofee,  who  binds  abstract  books,  rolnmea  of  tlama 
copies  of  waybills,  records  of  apportionment,  aa  well  aa  anndry  Tolnntes  of  reoorda 
used  in  the  uearing  house. 
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"STA-nONSBT. 


"  TSLKOBAPH. 


"This  depArtment  hM  1  openttor,  who  hftodlM  oil  telegraphle  oommDiiioktiona 
forwanlBd  anil  Moeived  by  the  ole&rlng  hoiue. 

"  The  olakiltig  hoiiM  has  a  total  force  of  330  employew,  divided  m  followa : 


C^^ari 


rolwk.. 
fUv*t«M 
Caahiw.. 
Oeneral  bookkeeper. . 
UeadolerkB 


Steaograplu 
Telexnpho 
Binder  .... 


operator  .. 


"The  Bvera^  olerioal  salaiy  paid  (excIiiBwe  of  saperinteDdenoe)  is  $14.M. 

"  The  Centnl  Ballway  ClBanna  Hoau  has  long  Blnce  paaeed  tbrongh  Uie  orooial 
part  of  it*  eziitence,  and  notwithatandlng  a  new  ayatem  of  aooonntioK,  nafamlliar 
alike  to  agsoti  as  well  u  lo  other*  in  the  clearing  nonae,  it  hoa  been,  troni  aooount- 
ins,  traffla,  and  othar  atandpointa,  a  ancoesa  from  the  date  of  inoeption. 

"A  partial  idea  of  the  enormity  of  its  bnaioaaa,  from  Uie  date  of  ita  organization 
to  the  present,  can  be  gained  from  the  following  atatiatioa  to  May  1,  1901 ; 


roada,  divided  Into  eOeommodityelaaBea 0,es6,891 

Total  namber  of  waybilla  revised  and  Hied  In  reviglon  department . .  2, 800, 987 

Total  namber  of  waybill  eopiealiandled  and  dietribnted 14,300,196 

Total  amoDDt  Inoreaeed  revenae,  aoeonnt  revisioD  department MM,  454. 93 

Total  nnmber  of  waybille  abatraeted  for  tmnk-llne  oommiiaiouera 

on  traffic  moving  eaat  boaod  from  the  Niagara  frontier,  ataowins 

nnmber,  date,  station  from  and  to,  weight  in  ponndi,  extended  and 

footed 1,583,986 

Total  nnmber  of  olaima  received  from  all  aonreea  and  cheeked .  114,964 

Total  aamber  of  letter*  written 139,878 

Totel  nambwof  telegrama  forwarded  and  reoelTed 31,680 

Total  nnmber  pieces  of  m^l  handled 1,487,466 

Total  mileage  Inolnded  In  clearing-honae  territory 11,357 

Total  nnmber  stations  reporting  to  the  clearing  honae 3,241 

Total  nnmber  agent's  reqnliitlonB  for  supplies  flUed  by  stationery 

department 14,606 

Total  number  of  books  bound  In  binding  department  17,680,  divided 

aa  foilows ;    . 

Abstract  books 13,520 

Volnmeaof  tisane  wayblUa 1,898 

Keoordeof  apportionmoit 876 

Sandry  volnmea 1,686 

"  Monthly  meetiuga  for  oonsnltation  la  regard  to  details  are  held  in  the  office  of 
the  manager,  and  are  attended  by  the  auditors  of  frelj^t  accoonts  of  the  roads  mem- 
bers of  the  clearing  honae. 

"The  clearinK  house  la  a  progreaaive  step  in  railway  aooountlnK.  It  la  a  move  in 
the  direction  ofeoonomy,  and  when  more  t)iroa|[h  billing  la  eatahliabed,  more  roads 
admitted,  and  when  a  nniveraal  ayatem  of  freight  aooonntlng  is  adopted  by  the 
auditors  of  the  roads  the  greater  snccess  of  the  clearing  house  will  be  aaanred. 
Toward  the  adoption  of  a  nniform  system  of  freight  aoooonUng  the  clearing  honae 
haa  already  become  an  Important  factor. 

"  Prior  to  ita  eetabliehment  agents  were  obliged  to  report  all  waybills  forwarded 
and  reoeived  on  eacb  road  in  the  territory  now  covered  oy  the  eleuing  honae.    By 
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the  clekring-tLODu  method  s  daily  Torwarded  and  reoeived  report  now  t^ea  tJie 
pl«»  of  the  aix  or  eight  formerly  need. 

"Its  methodB  represent  the  mo«t  prononuoed  ooDoentratloa  of  throagh  freight 
aooonnting. 

"At  the  recent  railway  oougreM  in  Paris  Commiaaioner  Knapp,  Chalrmaa  of  the 
Interatate  Commerce  Commiaalon,  annooaced  that  he  tvroMd  a  olearlng-honBe  ayatem 
for  all  American  railroads. 

''The  late  George  B.  Blanohaid,  toonk  line  oomiiiiaaioner,  who  wu  alio  a  delegate 
to  the  oougreaa,  fdtly  asieed  with  Commlasioner  Knapp,  and  for  proof  referred  to 
'The  great  aneoeBB  of  mo  railway  clearing  lionae  at  Boffaln,  N.  Y/ 

"Aa  regards  the  clearing  hooae  from  a  tri^eatandpoiiit,uiieofthcmoat  prominent 
railway  trafHo  offloiala  ottho  United  State*  baa  written  of  it  as  foUowa : 

"  '  By  the  arrangement  of  through  billing  with  aettlements  through  the  clearing 
hooae  at  Buffalo,  every  agent  on  Vm  Paciflc  ooaat  termiualoof  the  Northern  PaoiSe, 
Great  Northern,  Union  Paclfle,  Santa  Fe,  and  Southern  PaciSc,  including  their  intar- 
medlate  llnea  and  eonneotlona  throngh  the  gatewaya  of  St.  Paul,  Omaha,  Kanaaa 
City,  etc.,  are  through  biUine  and  aolTciting  agenta  ror  every  Eastern  road  that  la  a 

Carty  to  this  arrangement;  Ukewise  the  agents  of  the  Eastern  roads  are  oorrespand- 
iglT  agenta  for  the  Western  roads. 

"  f  It  la  onr  eznerience  thai  no  arrangement  of  aooonnting  between  connecting 
roada  is  ao  satislactory  and  produces  auoh  good  resnlts  aa  uiat  of  through  billing 
with  audit  settlement,  llie  work  of  the  clearing  honae  in  that  connection  haa  baen 
marvelona.  It  simplifies  accounts,  Inoreasea  onr  traffic,  disposes  quickly  and  cor- 
rectly of  many  errors  in  billing,  cements  and  brlnos  together  In  closer  relation  the 
various  roads  with  each  other,  and,  tn  ftwt,  is  one  <k  the  great  modem  improvements 
for  tfae  settlement  of  interchange  tnfflo.  Certainly  no  more  correct,  simple,  or  l>en- 
eflcial  method  oau  be  adopted  for  promoting  interchange  business,  as  well  aa  aW- 
plifvlng  the  auditing  thereof.' 

"The  clearing  house  is  not  an  instltntion  or  oiganizBtion,  strictly  apeaking,  bnt 
is  merely  a  branch  of  the  auditing  departmenta  of  the  individual  railways  repre- 
sented in  Its  meuiberahip,  the  manager  being  sol^jeDt,  more  oi  less,  to  the  Instruc- 
tions of  the  chief  accounting  oGQcials  of  each  road  in  interest." 

Q.  (By  Mr.  Kipley.)  You  have  referred  several  times  to  the  fast  freight  line. 
Will  you  explain  what  those  are,  and  what  the  tendency  is  in  development  of  those 
fast  freight  lines  at  the  present  time — the  relations  that  they  bear  to  accoontingf — 
A.  The  fast  freight  line  was  started  in  the  days  when  one  road  was  afraid  to  let  its 
cars  go  on  the  tracks  of  another,  when  they  transferred  i^ght  and  made  the  eet- 
tlementa  on  the  revenue  thereof  at  Junction  points.  In  order  to  obviate  tlie  delays 
oauaed  by  that  method  of  prooeduie,  various  tines  were  organized,  such  aa  the  Blue, 


,  .  I  White  line,  aa  the 

unae  might  be,  but  in  the  waybills  the  division  of  revenue  among  the  railroads  was 
shown  on  each  single  shipment  at  the  bottom  of  the  bill,  and  when  the  first  Junction 
point  was  met  the  agent  of  the  other  road  paid  in  oaah  to  the  agent  of  the  initial 
road  the  revenue  dne  him.  Ue  billed  that  oar  out,  and  wbon  it  oamo  to  the  next 
rood  that  man  collected  his  share  with  the  other  fellow's  charges  gliown  as  back 
charges,  and  so  on, 

Q.  At  the  lime  these  fast  freight  lines  were  introduced  were  the  through  rates 
made  at  a  dlQ'erent  Uvnre  from  the  combination  ratee  such  as  had  been  oharged 
beforeT  In  other  words,  were  the  rates  accorded  to  these  freight  lines  somewnat 
less  than  the  rates  charged  on  the  preceding  systemf— A.  No:  1  think  they  were 
baaed  ou  the  som  of  the  locals,  there  not  iMlng  any  oompetltlon  at  that  time  to 
amount  to  anything. 

Q.  (By  Mr.  Farquhar.)  What  was  the  relation  of  the  fast  fteight  lines  then  to 
the  railroadsf— A.  The  fast  freight  lines  were  nothing  more  or  less  than  a  branch 
of  the  traffic  department  of  these  combined  railroads. 

Q.  The  ownership  of  the  lines  being  in  the  roads  themselveat^A.  Yes. 

Q.  I  notice  your  mention  of  the  fast  freight  lines  of  the  Vanderbilt  system.  Toa 
omitted  the  Merchants'  Despatch? — A.  Yea. 

"    's  their  relation  to  the  roads  somewhat  different  than  the  other  Umt  fceigbtsf — 


Q.  IstI 
A.  Yes. 


Q.  A  separate  oorponttlonf— A.  Yes;  it  is  a  corporation. 

Q.  Not  under  the  owDeTship  of  any  road  or  any  other  systerol — A.  I  think  its 
stock  is  owned  chiefly  by  tfae  New  York  Central  interests.  Other  lines  are  coopera- 
tive, the  expense  of  agents  and  management  and  things  of  that  kind  being  paid  on 
the  basis  of  earnings  by  the  roads  interested. 

Q.  Does  the  Despatch  own  its  own  caret — A.  Yea. 

Q.  Andtheuit  payamileage  forhaulingt — A.  No. 

<i.  Has  it  equal  privileges  with  the  other  bst  freight  lines  owned  inunediatdy  bj 


mc.  niohoi«on: — raii.wat  olbabihg  house. 


.  Tb>t  is  to  MtT,  the  R«d  line  is  coDflned  to  the  Lake  Shore,  the  Blue  tine  to 
the  Hlahigan  Centra].    The  M.  T.  D.  Company  usee  both  Uoes. 

Q.  (BtHf.  Clarke,}  la  the  National  Ewapatehof  the  same  character  aa  the  Her- 
ehanti'Deapatchf— A.  No,  sir;  Ida  not  think  it ie. 

Q.  la  it  a  private  oorporationl — A.  I  do  not  think  so.  I  am  not  familiar  vitb  the 
National  Deanatch.  There  are  abont  16  or  more  Haet  freight  linea,  I  think,  mnniDg 
over  the  New  lark  Central. 

Q,  In  the  oaae  of  thesA  privat*  oar  linai,  the  railroad  companies  contract  to  pay 
mileage  to  them,  do  they  noti — A.  Yea. 

Q.  <By  Hr.  KiPLBY.)  Do  yon  andit  EtoeoDDt«  for  separate  parties,  such  as  private 
shippers,  who  own  linea  of  oatsI — A.  We  have  one  or  two  private-car  shippers,  bat 
Qiey  are  being  taken  ont  of  the  freight  lines  as  fast  as  possible. 

<J.  You  are  at  liberty  to  name  theael — A.  I  could  not  name  them ;  I  do  not  know 
them;  I  know  the  fact  they  are  there;  that  is  all. 

Q.  Have  yon  any  reason  to  suppose  that  the  rates  made— mileage  rates,  the  oargo 
charge — made  to  anyof  these  fast  ftel^ht  lines,  or  for  shippers  who  own  care — is  dlf- 
&r«nt  from  the  rates  charged  to  otbersT — A.  No;  I  do  not  think  there  is  any  differ- 

Q.  Is  that  the  same  eitnaticn  that  has  always  prevaUcdf — A.  Yes;  the  rate  for 
milAaae  Is  the  same  for  all,  recardlMs  of  the  ownershin, 

Q.  But  suppose  that  insteadof  charging  by  the  hnnaredponnds  shippers  are  able 
to  CMktrol  a  line  of  cars,  is  it  yoor  impression  that  the  cfaarKS,  we  will  say,  for  haul- 
ing a  carload  of  flight  from  CUcaeo  to  New  York  would  m  the  same,  whether  it 
went  in  oars  of  the  company  or  in  cars  owned  by  private  individuabf — A.  It  would 
be  the  same. 

Q.  What  Is  the  system  of  division  of  earnings  as  applied  between  these  different 
linest    le  it  on  the  basis  of  straight  milengel — A.  It  is  on  a  baeis  of  mileage;  yes. 

Q.  le  it  not,  however,  different  from  that  in  the  case  of  short  lines,  of  branch 
lines,  which  are  leased  or  are  operating  separately,  and  which  are  tributary  to  the 
more  imporlant  lines  T  Can  yon  illustrate  the  system  t — A.  It  often  happens  that  on 
a  through  line  some  railroads  only  have  a  small  section  of  mileage,  and  to  equalize 
expense  of  putting  on  locomotivea  and  pulling  the  train  a  short  distance  they  are 
([iven  what  we  eatl  constructive  mileage,  i.  e.,  additional  miles. 

(J.  In  case  of  systems  ot  greater  length,  we  will  say  in  cose  of  the  Rome,  Water- 
town  and  Ogdensburg,  ana  roads  of  that  kind,  there  will  be  no  constructive  mile- 
age—that le,  that  merely  applies  to  short  branch  linest— A.  Constructive  mileage 
is  a  very  exceptional  tlung.     The  distance  is  generally  limited. 

Q,  It  is  then  au  accepted  principle  in  the  distribution  of  earDinga  that  distance 
sbonld  be  the  coutiolling  factor! — A.  It  is. 

Q.  Are  the  tariffs  as  a  whole  on  the  systeau  of  which  ycu  speak  made  up  on  the 
basis  of  distanoeT  That  is  to  say.  Is  the  long  and  short  bant  principle  applied  In 
geuerall~A.  It  is  applied  in  genial,  and  snmetimcN  with  the  addition  of^an  arbi- 
irarv  charge  for  physical  diaabllities  of  switching  and  delivering — Philadelphia 
for  instance.    It  Is  nnderstood  by  the  Interstate  Commerce  Commission  and  all 


the  policy  of  the  Pennsylvania  and  the  New  York  Central,  and  the  Vonderb  lit  ay  stem 
shall  be  the  sameT  Do  you  each  pursne  a  distinct  policy  of  your  own  in  the  matt«r 
of  construe tive  mileage  and  of  prorating,  division,  etc.  I — A.  That  would  be  au 
individual  matter  between  the  companies.  * 

Q.  (By  Mr.  FABtjUHAH.)  Wonlditnotbeamatterontbeftret  way  bill! — A.  Before 
the  first  through  bill  would  be  issued  that  would  all  be  agreed  with,  consulted  more 
or  less  in  thematters  of  accounting  to  make  it  uniform  to  the  shipping  intereeta,  you 
know  J  but  that  is  strictly  a  matter  uf  iiidividnal  rigbt. 

Q.  It  is  simply  a  uatt«r  of  mutual  agreement,  without  any  competition,  or  any 
(MctionT — A.  No;  competition  has  Dothing  to  do  with  it. 

Q.  AfairdivisionT— A.  Yes. 

Q.  (By  Mr.  Eiplky.}  Does  the  Trunk  Line  Association  have  any  jurisdiction  in 
SDoh  mattersl- A.  I  conld  not  say.  This  I  know,  that  the  roads  all  report  east- 
bound  tonnage  to  the  cctamissioaers,  so  they  know  what  is  going  ou— see  the  billing 
fbr  themselves. 

Q.  In  ainumber  of  cases  I  see  that  you  speak  of  enst-bonnd  traffiof— A.  Yes. 

Q.  Is  there  auv  dilference  between  east  and  west  bound  trafflc  which  makes  it 
simpler  to  clear  the  account,  iu  one  case  over  tbe  otherl- A.  No,  exceptiug  in  regard 
to  reporting  this  traffic  to  the  Trunk  Line  Commission,  that  is  all. 

Q.  Well,  tbe  Trunk  Line  Association  has  to  do  speoifieolly  with  east-bound  hoal- 
neeaf—A.  Yes. 


726  INDUBTBIAt  OOMMBSION; — TBANePOBTATIOU. 

Q.  And  it  hu  no  Jnrisdiollon  otat  wait  boandT—A.  I  tUiik  not. 

Q.  In  what  rMpect  doM  the  east-boond  bodHMa  diffisr  from  the  Wwteni  so  thkt 
the  nmdB  can  cooperate,  perbapa,  in  making  up  ntea  Mid  oftn  divide  eaniiiieB  od 
eaatboand  tiafflo,  vblle  the;  can  not  do  tne  sune  oB  bnainwi  WMtf — A.  Well,  I 
can  not  see  any  difference  between  the  east  and  west  moremeiit  on  that.    I  tefeimd 


and  handlinK  east-bonnd  tranaoontinental  trafflo  fitr  the  roads  in  interest.  The 
andlton  In  the  West  on  the  tranaoontinental  trafflo,  for  Instance,  make  np  theii 
Tacaived  aide  of  the  occoimt. 

Q.  Does  the  Central  Trafflo  Asaoolatlon,  of  Chicago,  have  to  do  with  basiness 
originating  in  the  Weat  and  destined  Eastf  What  are  ihefanetions  of  that  Central 
Trafflo  Association  as  against  the  Tmnk  Line  Association  in  New  York,  of  which 
Mr,  Qoddard  was  fbrmerl;  commlssionert — A.  I  onderstand  that  it  is  similar  in 
charaater.  I  do  not  have  any  basiness  with  them  to  amount  to  anything,  except 
getting  tarifl's  and  instmctions  to  cheek  revennes. 

Q.  Sappose  that  a  line,  in  order  to  seonie  business,  agrees  to  cart  the  goods  for  no 
charge— in  other  words,  agrees  to  Inclode  cartage  In  its  rate — who  wonld  know 
about  it  in  the  auditing  and  the  olearlng  acoountf— A.  I  would  not  kj^ow  anything 
abont  it,  because  the  bill  would  read  innu  the  originating  station,  and  might  not 
•bow  any  such  expense. 

Q.  How  would  the  acoonnts  as  between  the  different  roads  be  settledt  That  ia 
aometimes  done  in  order  to  secure  business,  Is  it  not? — A.  That  wonld  be  done,  I 
presume,  by  voucher. 

Q.  The  statement  has  been  made  to  the  commisBion  a  number  of  times  that  that  is 
done  at  times  in  order  to  secure  business.  Is  that  of  as  much  frequence,  as  far  as 
you  know,  at  tbe  present  time,  as  it  was  formerly  t — A.  I  do  not  think  it  is. 

Q.  What  reason  have  yon  for  supposini  it  is  of  less  flrequenoeT— A.  J  see  that  a 
great  many  of  our  bills  carry  legitimate  advances  on  them  for  cartage  of  that  kind, 
and  there  seems  to  be  no  qaeation  about  the  oolleoting  of  the  revenue  at  the  other 
end  of  the  line,  but  I  would  not  know  that  flsct  if  the  charges  were  left  off  the 
waybills. 

<j.  Suppose  that  two  lines  are  interchanging  traffic,  and  that  the  Eastern  tnink 


line  accept  tbe  regular  published  tarilf  rate,  wonld  it  be  possible  for  the  traffic  to 
originate  and  be  carriea  on  wcreement  by  the  shipping  agent  that  the  Western  line 
would  shrink  its  percentageT    Or  Is  it  done,  as  far  as  you  knowt '  What  I  want  to 


bring  out  Is,  how  do  yon  effect  your  clearing  between  roads  in  the  case  where  the 
Western  line  has  agreed  to  shrink  its  proportion  f — A.  That  wonld  not  go  into  the 
clearing  bouse  you  see.  1  only  divide  the  waybills.  In  a  case  of  that  kind  the  wav- 
bills  would  be  made  to  read  oorreotly.  Any  shrinkage  would  be  taken  care  of  in 
some  other  obannel. 
Q.  Would  such  shrinkage  show  as  a  matter  of  record  at  allt — A.  Yes;  I  think  it 

Q.  Is  that  system,  so  far  as  your  experience  goes,  common  at  the  present  timef— 
A.  I  do  not  know  of  any  of  it  at  the  present  time. 

Q.  It  need  not  necessarily  oome  to  your  knowledget — A.  No  j  it  need  not. 

<J.  Does  the  matter  of  olassiQoation  embarraai  a  clearing  bonsa  at  all — the  system 
at  present  in  force  of  several  different  olaesi6oationB  in  different  parts  of  the  oonn- 
tryf— A.  It  involves  a,  great  deal  of  labor  in  billing. 

Q.  Will  you  explain  bow  yon  overcome  tbe  difficulty  t  For  instance,  are  all  ship- 
ments into  the  Southern  territory  from  tbe  Official  territory  on  the  Official  Clasatfl- 
cation  or  tbe  Southern  I — A.  Both. 

.   Q.  Are  there  special  rules  often  made  by  the  different  railroads  in  Intereatf— A. 
As  to  certain  commoditieeT 

Q.  As  to  which  classification  shall  apply.  For  instance,  from  New  York  to  Nash- 
ville, which  classification  applies  T— A.  Wdl,  we  wonld  take  the  Official  Claasiflcation 
in  that  case.  The  great  bulk  of  the  olearlng-honse  traffic  is  on  the  Official  Classifl- 
ostion.  Oat  traffic  west  of  Chicago  bear*  a  small  percentage  to  the  total  this 
side. 

Q.  Does  any  way  seem  clear  to  you  for  obviating  this  difficulty  of  different  classi- 
fications for  different  parte  of  tbe  countryl — A.  No;  that  baa  been  argued  with 
trafflo  offlcialB  between  tbe  East  and  West  for  years.     It  bas  never  been  <^ne. 

Q.  What  are  some  of  the  objections  from  a  practical  standpoint  that  stand  in  the 
wayt— A.  Well,  in  certain  sections  of  theoonntry,  where  a  large  class  of  partionlar 
freight  is  moved,  it  would  be  to  tbe  advantage  to  have  a  lower  classification,  of 
course,  than  would  be  prevailing  in  the  East.  That  traffic  wonld  be  distHbnted  all 
over  the  different  roads  to  tbe  East. 

Q.  In  your  typewritten  statement  yon  referred  in  one  place  to  60  commodity 
elasseef— A.  Yes. 
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Q.  An  then  luor*  Uuin  that  at  tha  preaent  time,  or  doea  that  rary  &om  one  tim« 
to  auotheit — A.  I  Uitnk  yov  will  find  that  the  Interstate  Commeroe  CluHifloation 
haa  aboDt  40,  beglnoiDg  witli  the  prodncta  of  the  foreate,  etc. 

Q.  Doea  theeonnQodTtTajHtemambwraaa  yoaatallin  themakineof  rateal  How 
do  jon  keep  acoonut  of  itf — A.  It  doaanot  bother  the  billing  sgents  at  all,  because 
it  ia  ]oeal  at  their  station.  We  have  to  ba  on  the  lookout  for  oommodity  tariffs, 
which  at«  printed  and  filed  with  the  I&teratate  Commeroe  CommiBalon. 

Q.  And  (Da;  maat,  of  ooarae,  be  Uled  nearly  at  tha  aame  tlmef — A.  Yea. 

Q.  Are  there  more  of  thoee  oommodlty  ratea  on  weat-bonnd  traffic  than  eaat-bonnd 
trafflot — A.  1  do  not  know ;  ooald  not  state  that. 

Q.  Yon  simply  deal  with  tbemi — A.  Jnst  se  an  accounting  matter;  that  is  all; 
the  why  and  wherefore  1  do  not  know. 

Q.  Yon  refer  in  aeveral  places  to  the  new  system  of  aeeonnting  in  force  on  rail- 
roads, and  again  to  the  deslrabUlty  of  aulformlty  in  aocoantiug.  Will  yon  specify 
to  the  commlsftion  what  some  of  the  differences  In  aoconnliog  are,  so  far  as  it  affecta 
onr  Intereata  hereT— A.  As  regards  general  acconnta  of  the  railways,  the  Inter- 
state  Commerce  Commission  has  mapped  oot  the  line  for  the  exhibits  of  the  opeia- 
tloaof  the  companies,  bnt  below  that  oomea  the  varions  traffic  accoanta  which  lead 
ap  to  thoee  figures.  Some  roads  hare  a  daily  forwarded  and  a  daily  received 
freight  report;  others  have  weekly  forwarded  and  weekly  received  reports.  8ome 
hare  daily  forwarded  and  monthly  reoelTod  reports;  some  have  montbly  forwarded 
reports  and  monthly  reeeived  reports.  Nearly  all  rajiroads  report  corrected  flgoraa 
to  the  aaditora,  while  others  report  the  original  flgnree.  lliese  are  the  things  we 
hare  to  oontend  with.  In  other  words,  the  clearing  bonee  baa  to  take  care  of  13 
dilferent  systems  of  acoonntlng,  and  make  its  record  fit  the  ideas  of  the  individual 
companies,  so  far  as  its  aoconnting  method  is  ooncenied. 

Q.  Hae  the  Interstate  Conuneme  CommlssioD  throoph  its  statistician  been  effective 
toward  securing  greater  nniform  aoconnte  than  previooslyl — A.  It  certainly  has. 

Q,  Is  there  anythlog  farther  it  could  do  under  the  present  law,  or  ia  it  desirable 
from  a  railroBd- accountant  point  of  view,  that  they  soontd  take  tbe  initiative  any 
Airtherf— A.  The  Interstate  Commerce  Commission-  is  no  donbt  at  work  developing 
theee  lines. 

Q.  Are  yon  called  npixi  to  report  to  them  as  a  distinct  organization  f — A.  No. 

4.  Have  yoo  beeo  Id  tbe  aocooDting  and  andittDg  department  of  any  of  tbe  indi- 
vidual roada  before  yon  went  to  the  Ciearing-Hoose  Associotionf— A.  Yes.  I  have 
been  iu  the  passenger  departmeDt  of  the  Erie,  the  freight  department  of  the  New 
York  Central,  the  aoconnting  department  of  the  New  York  Central,  and  waa  auditor 
for  fifteen  years  of  the  Fall  Brook  Railway. 

Q,  Do  yon  know  how  far  reports  to  the  Interstate  Commeroe  Commission  respsct- 
ing  income,  etc.,  are  made  fnll  and  complete? — A.  I  tbiuk  they  are  made  tall  and 
MHnplete.     They  have  to  follow  the  schedule  as  reqaired. 

Q.  The  statement  has  been  made  before  this  commiseiou  that  tbe  income  aoconnte 
are  more  strictly  adhered  to  with  firms  than  are  the  operating  accoonte.  IwoDdered 
if  joa  bad  any  experience  in  that  Ilnef— A.  No ;  1  have  not. 

Q.  Will  yon  speak  of  the  natnre  of  tbe  traoscontinentei  bnslneesT  Yoa  have  to 
da^  with  It  in  a  pecnliar  way  respecting  mileage  and  prorating,  etc.  What  are  the 
peonliarities  of  that  bnsinessl — A.  The  pecnliarity  of  It  is  that  it  is  covered  by  these 
various  classiflcutions  which  govern  fietght  from  the  point  of  origin  to  destination. 
Tha  accounting  part  of  it  is  satisfactory,  so  far  as  that  goes.  It  <s  only  In  the 
ravialng  of  the  waybills  that  we  are  inconvenienced. 

Q.  What  ia  tbe  difference  between  tbe  TranscontlneDtal  Classification  and  the 
Official,  for  instance,  in  a  general  wayf  What  were  the  reasons  which  led  to  tbe 
proonnlgation  of  distinct  Transcontinental  Claasifloation  f — A.  Wei),  that  is  a  traffic 
matter  I  am  not  familiar  with.    I  conld  not  answer  that  Intel ligantly. 

Q.  Yon  keep  the  stetistics  of  these  different  roads  respecting  tonnage  earnings, 
•te.T— A.  Yes. 

Q.  Wilt  yon  make  a  statement  respecting  the  amonnt  of  tonnage  and  earnings  the 
last  few  jearsf  How  do  tboy  compare  with  those  of  4  or  5  or  6  yean  agot — A.  That 
would  be  rather  difficult  for  me  to  do,  on  account  of  tbe  clearing  boose  having  no 
data  to  ooiiipara  with. 

Q.  Can  you  compare  the  tonnage  and  the  clearings  this  year  with  last  yeait — A. 
Yea.    There  has  l>een  a  general  increase,  a  gradual  development  month  by  month. 

Q.  Even  over  tbe  last  yeaiT— A.  Yes. 

Q.  Do  yon  ascribe  tliat  in  any  way  to  Increased  charges  upon  freight,  or  merely  to 
tbe  greater  volume  of  eamingB,  or  td  maintenance  of  rates  more  strictly  tnan 
befonT — A.  1  ascribe  it  to  maintenance  of  rates  and  the  general  prosperity  of  tbe 
oonnbr.    There  is  mora  tonnage  in  every  direction. 

Q.  Why  do  yon  say  that  rates  havs  been  better  maintained t— A.  Beoause  I  have 
heard  nothing  of  any  rates  being  cut. 
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Q.  Do  yon  besrof  thamT — A.  Just  In  a  general  v*;. 

d.  Do  the  roltrosda  tbeiuBelvei,  as  far  as  yon  know,  desire  that  rates  shonld  be 
maiutaiQed  in  tbeir  own  intereitT  That  is,  bHve  tbey  mede  an  organized  attempt  to 
get  rid  of  cQttlng — to  do  nnay  with  it! — A.  'iliey  certainlvbare;  ves. 

Q.  Do  they  seem  ab]e  to  cope  nith  that  diffloulCy  themaelves,  iritn  no  intervention 
on  tiiepurt  of  the  laterstate  Commerce  Commiesion  or  anybodyt — A.  I  think  they 
do.  The  commnnity  of  interest  of  railroads  is  the  greatest  nctor  I  know  o£  id 
reepect  of  aaiataimng  rates. 

Q.  On  the  Vanderhut  system  what  is  the  proportion  of  eut  and  west  bound  bnsi- 
noHSl    Is  it  nearly  eanalf — A.  I  ean  not  say  positively  ahont  that. 

Q.  Are  the  railroads  attempting  to  inorenae  the  carrying  and  earnings  within  the 
last  few  yearsT    Tliat  is,  togetgreaterserrioeont  of  each  carf— A.  I  think  they  are, 

Q.  Can  yon  show  the  way  in  which  it  is  greater  in  thlsdlreoCionT — A.  On  aocoant 
of  demmrage  charges  being  applied  to  stations  holding  oars  at  different  timea. 

Q.  Those  are  being  enforcedt — A.  They  are  moving  the  oars  qnloker,  taming 
tbem  f^ter  than  tbey  ever  did  before. 

Q.  The  clearinghouse  contribntes  to  that  endf — A.  Tee;  beoaase  the  cbrs  are 
moved  qqicker  uuder  that  system;  no  holding  cars  for  waybill  at  Jonctions.  After 
the  oars  get  to  destination  it  is  fair  to  preanme  they  will  get  back  quicker. 

Q.  What  is  likely  to  be  the  effect  on  the  olearing-boaee  association  of  the  tend- 
ency of  tbe  roada  toward  oonBoIidstion — toward  oommiinity  of  interestf  Is  It  likely 
to  lead  to  the  establishment,  jn  yonr  jadgment,  of  a  aaiveisal  clearing  bousef — A. 
A  universal  clearing  honse  foi  American  railways  would  be  stnpenduns.  I  do  not 
think  it  could  be  acoomplished  on  account  of  the  immense  territory  Involved.  The 
clearing  house  in  England  takes  oare  of  a  territory  about  eqnal  in  site  to  New  York 
State,  requiring  a  clerical  force  of  thonsands,  so  I  am  infbrmed. 

Q.  Are  there  any  clearing  honseB  in  Karope — on  the  Continentt — A.  I  am  not 
aware  of  any,  except  1  in  Ireland. 

Q.  That  clears  for  all  roads  in  Ireland! — A.  I  could  not  say  positively.    I  Imog- 

Q.  Coming  back  once  more  to  tfae  raatt«r  of  fast-freight  lines,  ar«  tbey  gradually 
pBBsing  out  of  nsef  Is  there  a  disposition  on  the  part  of  the  railroads,  now  that 
they  have  theee  neat  organized  systems,  to  do  away  with  tbemf— A.  I  think  the 
tendencv  1h  in  that  direotion,  for  some  years  ago  we  bad  8  manoeera  for  8  different 
lines,  which  are  now  under  the  management  of  1.  They  are  coneolidating  the  lines, 
mora  or  leas. 

Q.  Is  the  nnmber  of  these  faat-freigbt  lines  operating  over  the  Vanderbllt  system 
greater  or  leas  than  those  operating  over  the  Pennsylvania  and,  the  other  trunk 
rinest — A.  They  are  more  nnmerons. 

Q.  Why  .should  that  bet— A.  So  Au  as  I  am  informed,  the  Pennsylvania  line 
handle  all  their  through  traffic  east  and  west  by  way  of  the  Star  Union  line,  or  the 
Empire  line. 

Q.  What  are  these  linest  Are  they  distinct  oorporations,  or  merely  trade-marks 
for  rooteel— A.  I  am  inclined  to  the  opinion  that  they  are  trade-marka  for  aeonrfng 
freight.  The  Pennaylvania  adopts  the  system  of  settling  at  all  Jnnction  poiota 
where  anyone  enters  the  territory, 

Q.  You  mean  settling  by  cash  I—A.  Yes;  either  by  oasb  or  balance  agmed  only 
the  two  agents,  and  then  remitted  by  the  treaenrer. 

Q.  Is  the  Union  Freight  Line,  operating  over  the  Pennsylvania  Kailroad,  a  diatinat 
corporation!— A.  1  think  not. 

Q.  It  has  Its  own  soliciting  agents,  however,  does  it  not,  with  offloes  distinct t — 
A.  Itblnkithas.     I  amnot  sureof  that;  we  have  on  oar  lines. 

Q.  Do  all  of  yonr  linea,  for  instance,  have  different  offices  I  Do  they  solicit  freight 
in  the  name  of  the  lines  rather  than  in  the  name  of  the  company! — A.  Yes. 

Q.  Do  you  keep  thorn  distinct — in  all  yonr  accounts  do  yon  debit  and  credit  t4>the 
account  of  the  Blue,  White,  or  Red  Line,  as  the  case  may  be! — A.  They  maintain 
separate  aocounts,  ledgers,  joumala,  caah  books  in  each  line ;  yea. 

Q.  And  also  in  tbe  case  of  the  Mercbanta'  Deepstoh  Line,  to  which  rsferenos  has 
been  made!— A.  Not  tbe  M.  D.  T.;  no,  sir.    They  are  kept  in  New  York. 

S,  You  have  nothing  to  do  with  that  in  particniart— A.  Only  the  revising  of  their 
ing;  that  is  all. 

<).  Haveyou  anything  to  aay  respecting  the  desirability  of  anniform  hill  of  lading 
for  the  country  as  a,  whole!  Testimony  has  been  offered  here  at  various  times  as 
to  tbe  inconvenience  of  having  bills  of  lading  different  in  different  parts  of  the 
ooantry  t— A.  I  think  a  movement  has  been  started  for  uniform  bills  oi  lading,  uni- 
form freight  and  expense  bills,  all  over  the  United  States.  There  is  no  reason  why 
they  should  not  be  uniform.  The  Association  of  Accounting  OfBcera  has  adopted  a 
standard  waybill  which  is  now  used  by  160  railroads. 

Q.  Thoee  are  mostly  in  the  trunk-line  territory!— A.  All  over;  everywhere 
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tbe  pabliahed  inHtmotioaB  reqni 


Q.  Wuf  did  tbe'Miahif{aii  Central  withdraw  ftom  the  cleariDg-honu  aaaoclstiont 
Yon  Teferred  in  ;onr  attttement  to  tbftt  fetot.-'A.  Tbe  Miobigftu  Central  had  a 
weekly  Byetem  of  BCooiiDts;  another  re«woii  waa,  I  prMnme,  that  tbey  preferred  to 
handle  their  own  srconnte.  They  found  more  or  lesa  faalt  with  the  clearing-house 
method,  olaiming  it  to  be  more  ezpenaive.  In  aoDseqnenoe  theroof,  tbey  were 
requented  by  the  eiecutlve  oommittee  to  withdraw  their  membership. 

Q.  Does  tbe  clearing-house  system,  then,  enable  each  road  Id  intereat  to  arrive  at  a 
statementof  the  amonntof  the  totalhasineas  done  byita  competltoiBf— A.  No;  that 
Information  ia  never  given. 

Q.  It  is  not  nnblished  in  any  way,  of  coniset — A.  No.  Tbe  auditor  of  tbe  Lake 
Shore  Railroad  finds  any  information  that  Is  required  to  see  that  bis  revenne  is 
properly  accoonted  for,  bntos  regards  the  Hiohigan  Central  he  would  have  nothing 


Q.  There  is,  then,  a  possible  objection  to  this  system  in  this  way.  as  evidenced  by 
tbe  action  of  the  Micbigan  Central.  Has  this  clearing  house  taken  any  steps  to 
obviate  that  ohjectlon;  that  Is,  to  keep  the  accounts  of  each  road  peculiar  t<>  itself  f — 


A.  Tbe  aooonnts  of  each  rood  ore  kept  by  themselves.  We  are  not  allowed  t^ 
DOT  never  have  given,  jaftormation  of  one  rood  for  the  benefit  of  another.  We  nave 
•triutly  adhered  to  that  rule,  becaoM  the  manager  Is  nothing  more  than  an  accounting 
official  of  each  Individual  road,  and  baa  to  protect  the  iutereet  of  each  road  againic 
the  others.  The  traffic  manager  of  one  rood  can  not  tell  him  to  do  anything  unleas 
the  traffio  managen  of  the  other  roads  {[ive  their  consent.  This  method  has  led 
to  the  enlargemeat  of  the  scope  of  the  clearing  honae. ' 

Q.  Of  course,  In  the  case  of  these  roads  yoa  save  an  advantage,  do  yon  not,  owing 
to  the  foot  that  they  are  all  oootrolled  by  tbe  same  parties.  Would  there  not  be 
moreorlessdifHoulty  if  systems  not  controlled  by  the  same  interests  were  to  become 
memberst— A.  I  do  not  think  that  that  would  make  any  difference.  I  do  not  see 
why  It  should.  There  was  some  talk  onoe  of  having  tbe  Delaware,  Lackawanna  and 
Western  and  other  outside  roads  admitted. 

Q.  (By  Mr.  Farquhak.]  You  said,  Mr,  Nicholson,  that  thia  system  of  yours  has 
aboliBhed.  the  old  system  of  the  settlemeut  of  agents  at  the  jauotion  points! — A. 
Yea. 

<i.  Do  your  waybills  cany  on  them  now  tbe  pro  rate  of  all  the  rates— for  instanoe, 
a  traoBoontinental  billf — A.  No:  they  do  not. 

q.  Donotallthefast-frelgbtlineecarrythoprorateontheirbillt— A.  Yes. 

Q.  Aa  a  matter  of  settlement  for  tbe  faat  freight,  then,  they  have  trot  to  still  hold 
the  pro  rate f— A.  No;  1  can  explain  that  to  you  better  thia  way.  The  fhat-freight 
bill  con  begin  on  aroaa  outside  of  the  clearing  house  and  endon  one  outside  its  terri- 
tory. TbereforeitisneoessaryfornstosbowUie  proportion  up  to  theenteringjunction 
and  from  tbe  delivery  jnootion  at  both  ends  of  the  olearing-honse  territory,  there 
being  in  the  Hue  roads  which  are  not  in  tbe  clearing  house. 

Q.  Now,  this  is  a  simplifloation  entirely  for  the  Vanderbilt  system  of  keeping 

Q.  Its  merits  are  simply  the  fact  that  it  is  a  systematic  and  a  ooneot  way  of  keep- 
ing aocounta  and  a  quick  way  of  dispoeluK  of  overcharges  and  other  commoo  differ- 
ences that  happen  In  transportation  T~&.  Yes. 

Q.  That  Is,  you  reach  a  oaioker  result  through  this,  and  at  the  aame  time  you  can 
present  to  the  head  of  the  Vanderbilt  svstem  the  entire  tannage  and  tbe  proportion 
of earulngsandeverythiDgelaeT— A.  Yes. 

Q.  How  often— day  by  &y  or  week  by  week  or  month  by  month  I— A.  We  furnish 
earnings  to  the  various  departments  every  day  and  some  statistics  every  day  of  cer- 
tain classes  of  fruight  that  this  or  that  traffic  manager  may  require — anything  of 
that  kind. 

Q.  80  that  it  presents  to  the  central  offloe  in  New  York  City  the  earning  ability  of 
every  single  part  of  the  road  J — A.  Yes,  so  far  as  clearing-boune  traffic  is  concerned. 

Q.  Yon  nave  said  nothing  at  all  of  the  so-called  Vanderbilt  roads  west  of  Chicago. 
Does  your  clearing  house  in  Buffalo  take  in  the  clearings  weal  of  Chioago  f— A.  No ; 
I  can  explain  it  to  yon  in  thia  way:  East  of  Chioago  we  take  care  of  everything, 
and  the  auditore  of  the  rooda  weat  of  Chicago  take  care  of  the  West,  'llie 
accounts  are  baaed  on  a  received  basis  both  ways;  the  auditors  report. the  freight 
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va  tti»  Chiokgo  and  NorChvreatom — jimr  Aooonnt  does  Dot  take  i 
afChioMol— A.  Ha. 

Q.  80  that  priMtloally  Tonr  olearinK  hoiufl  Is  for  the  eaatem  biulneHt — A.  Tm. 

<j.  And  not  forChioaigo  and  the  weatem  through  bnsineoaf — A.  That  !■  It  exMitlf. 

Q.  (By  Mr.  RiPLer.)  Are  vouc  books  open  to  the  inspection  of  tha  Intantata 
Commeroe  Commiasiont — A.  I  do  not  know  that  that  qaestion  has  ever  oome  up. 

Q.  Suppose  that  the  Interstate  Commeroe  Commission  were  *glTen  anthorltj  to 
examine  the  hooks  of  railroad  companies  and  to  andit  iVom  an  examination  of  the 
books  of  the  olearinr  hoose.  It  ooold  arrive  at  some  tnformatioii  respeoline  the 
earnings  of  each  of  the  arstein*  and  each  part  of  this  system,  ooold  it  nott — A.  It 
oonld  on  freizbt;  yes.  We  publish  no  reports  of  any  kind.  Our  figure*  are  all 
incorporated  in  the  andltore'  books  of  the  various  companies  and  they  pnbllah 
them,  of  ooane.  They  iuoorporate  «nt  AgorM  with  tbeira.  The  clearing  hooM  la 
tnarelj  a  branoh  of  the  auditing  departotent. 

Q.  Have  Ton  any  ctitioism  to  make  in  any  detail  upon  the  system  of  aoooontinc 

SiesorllMd  by  tbe  Interstate  Commeroe  Commission,  or  ia  that  flilly  in  aoeord  wi£ 
be  forma  adopted  by  the  aasoeiatlon  of  railway  aeoonntaataf — A.  It  is  flilly  in 
aeoord  with  the  aaeoeiatian,  ezoept  in  minor  details. 

<}.  There  is  complete  harmony  of  action,  then,  as  between  the  Interstate  Com- 
meioe  Commlwion  and  these  railroad  ofBoials  In  that  respeotf — A.  Perfect  harmony 
exlsla  between  tbem.  They  are  conferring  with  the  exeontive  committee  of  the 
association  all  the  time. 

Q.  ( By  Mr.  Fa.biiuhar.  )  Bappoae  that  there  was  a  sluinkage  on  the  part  of  yonr 
waybills— eay,  east  of  Chicago  for  west  bonnd  A«lght.  Yon  wonld  not  hare  anj 
knowledge  of  this  by  the  waybill,  whether  there  was  a  shrlnkag*  ornott— A.  That 

Q.  Well,  do  yon  think  there  is  sooh  a  custom  at  allf  Say  a  bill  with  a  proper 
pro  rate  is  earned  right  to  Chicago,  and  after  that  there  is  a  shrinkage  on  the  Wis- 
consin Central,  for  instanoe. '  Do  yon  think  it  is  good  railroading  I  la  it  done  at  all, 
or  has  it  ever  been  done  in  your  knowledge  as  a  railroad  manf — A.-  A  slirinkage  on 
the  Wisconsin  Central  t 

Q.  Yea;  in  freight  on  the  delivery  back  of  Chicago,  fbr  Instance,  to  any  point. — A. 
It  was  done  years  ago  in  a  similar  ease.     I  oan  not  remember  the  road. 

Q.  Can  yon  now,  under  modem  railroad  aoeonnting,  independent  of  the  system  of 
the  clearing  house  f  Is  there  not  a  possibility  of  a  rate  being  made  out  on  one-third 
or  one-fonrth  of  the  whole  business  without  the  knowledge  of  tlie  party  who  oon- 
traots  for  five-sixths  of  itf— A.  No;  I  do  not  see  how  that  would  be  possible  with- 
out their  knowledge. 

Q.  (By  Mr.  Ktflet.)  It  might  I>e  done,  however,  with  the  acquiescence  of  the 
party  controlling  the  ttve-sixths,  might  It  uotf — A.  Anything  misht  l>e  done. 

Q.  (By  Mr.  Farqqhar.)  But  as  a  railroad  man  practioalTy,  why  should  not  the 
rebate  be  taken  out  of  the  whole  bnsineas,  all  partlea  equally  Buffering,  If  there  was 
arebatemade  at  the  endf — A.  Well,  it  would  be  probably  handled  there  through  a 
voucher.    The  billing  would  not  be  changed  on  acoonntofthereduotionof  thetuiff, 

•1. . .:__  J.  __  J  .L '^-ora  seeing  the  way"    ' 

s  to thefact  the ai 
were  published  on  tha  Aoe  of  the  w»bili. 

Q.  It  could  nut  be  very  well  donet  It  wonld  be  a  very  eKoeptional  thing  In  a 
great  buHlneas  anoh  aa  yon  control  there,  with  320  clerks,  for  instance? — A.  To  do  it 
on  a  waybill  t 

Q.  Yes. — A.  I  know  wealtow  nothingtogethy  nnleealt  ia  on  the  published  tariffs 
of  the  traffic  department.  We  are  watched  very  cloaely  on  that,  beoanae  we  are  not 
one  road,  bnt  two  or  more,  and  the  trafBo  managers  wateh  at  both  ends.  All  we  do 
ia  to  follow  instrnotions  as  regards  the  billing. 

(j.  Id  other  words,  you  ore  strictly  a  clearing  honse,  without  the  Initiation  of  any 
ehangeflordisoriiuinationa  of  any  kind  whateverT— A,  Yesj  that  ia  it. 

Q.  (By  Mr.  Clarkb.)  Has  the  establishment  of  the  clearing  hoose  had  the  effect 
of  simpiifyiuf;  the  work  of  auditing  at  the  several  headquarters  of  the  railroad t — 
A.  Very  much.  We  give  the  anditors  a  debit  and  CKdjt  balance  affecting  every 
agent  on  hia  syatem  on  the  19th  of  the  month— that  la,  the  first  month  after  the 
account  is  closed.     We  uae  the  whole  ayatem  of  the  ulearing  house  as  one  railroad. 

(j.  So  far,  then,  as  the  ecpeose  of  the  oierical  force  is  ooucemed,  ia  it  an  economf 
to  the  several  oompaoieeT — A.  It  certainly  ia;  yea.  The  proportion  I  would  not 
know,  becanse  I  do  not  know  the  figures. 

Q.  Would  there  he  any  advantage  in  Inoornoratlng  the  pasaeuger  aooountine  In 
yonroiearinghouaef— A.  That  has  been  talkea  of,  bnt  I  oan  not  aeeperaonally  where 
anything  would  be  gained  by  it,  the  passeagat  boaineaa  being  ail  prepaid — that  la, 
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yoD  bayatlclc«t  whieh  ouriM  yon  to  your  deotinstion.  Ninsty-foar  per  cent  of  the 
neigbt  ia  collected  at  the  otber  end. 

Q.  Thia  ia  simply  »  oleKriDK  bonae  of  scooants,  Uid  not  of  oan,  I  aappose. — A, 
No:  ve  have  nouing  to  do  iritli  tba  oan,  otber  than  aa  tbey  ma;  affect  oar  diatiaot 
faat  ftvlgbt  Une  aocoanta.  Hie  practice  of  remittlDg  tnileaKe  to  the  Iloea  fa  beiog 
disoontinnod  aa  far  aa  possible,  so  that  the  oar  aoooaatanta  of  the  different  roads  can 
handle  that  themaelves.    The  clearing  hoDie  has  no  iatereat  in  that 

Q.  (By  Hr.  Eipliet.)  Hr.  filaDchard  boa  taatified  pablici;  that  these  fast  freight 
Uues  were  very  expensiTe  to  the  railroads  and  that  t&ey  were  deeiroua  of  gettinr  rid 
of  them.  Do  yoa  know  any  way  in  which  they  operate  to  the  tUaadvantsge  of  the 
ItneaT  What  would  be  the  advantage  to  the  nuiroada  in  getting  rid  onoe  and  for 
all  of  these  foat-frelght  lineal— A.  The  trafSo  offloials  look  npon  the  line  aa  a  sort  of 
trade-mark  and  consider  that  a  great  many  shippers  who  send  freight  oret  the  Red 
line  do  It  because  tt  ia  the  Bad  line.  They  do  not  know  what  railroads  it  rnna  over 
at  alL  The  HercliantB'  Disapatoh  the  same  way.  Bnt  in  the  weetem  conntt;  the 
other  side  of  Chicago  Uie  Cut  freight  line  is  practically  nnknown.  BuBlneaa  ocrosa 
the  oontiuent  from  that  gateway  has  been  billed  for  yean  on  the  road  bill.  It  ooata 
to  operate  a  fast  freight  line  ftom  S.6  to  6.6  per  cent. 

Q.  Ton   mean    admin latratiou    expenses^A.   Agenoiea,   printing,  etc.,   general 

T" 

MlTost— A.  Yes. 

earnings  i(a  amomit  of  expensea. 

<J.  Ia  the  general  opinion  of  raOioad  manaeera  that  it  would  he  to  the  interest  of 
the  roada  thamaelTea  to  bare  thaaa  &at  frelgnt  Unea  abolished  f — A.  From  a  trafflc 
stMidpoint  they  want  them  maintained ;  Itom  an  acooanting  standpoint  it  would  he 
an  excellent  thing  for  ns  and  an  economy  if  they  were  abolished. 

Q.  It  wonld  save  money  to  the  roadat — A.  It  wonld  aare  money  in  the  accounting 
department.  Whether  we  would  loae  In  the  aolidtlng  of  frel^t  is  for  the  trafBo 
omcials  to  aay. 

Q.  (By  Hr.  Fabquhar.)  If  they  were  entirely  abolished  yon  wonld  loee  the  entire 
power  of  the  solicitation  of  freight  that  there  ia  now  in  the  competition  between 
linest — A.  I  preanme  that  la  ao. 

Q.  Is  it  not  a  fact,  too,  that  Weatem  merohants  eapeciaUy  patroniEe  the  Red  or  the 
White  or  the  Bine  line  simply  hecanae  they  hare  had  good  service  for  a  great  many 
years ;  better  service  than  even  the  roads  could  give  them  I — A.  Well,  It  la  the  roada 
that  have  given  it,  yoa  know,  and  it  Is  the  roads  that  have  to  give  it  in  the  end. 
Of  coarse,  preference  is  given  to  them,  on  oooonnt  of  their  being  fast  freight  Unea. 
That  is  true. 

q.  There  U  no  qaeation  at  all  abont  the  character  ofaerriee  about  the  fast  freight 
lines  anywhere,  iathereT — A.  No. 

Q.  Then  it  ia  the  beat  that  can  be  fonnd  on  the  Araeriean  railroads,  and  the  cus- 
tomers are  willing  to  pay  for  it  t — A.  Into  that  comparison  also  enters  special  trains, 
'    like  our  special  horse  trains,  for  instance,  or  the  live-atook  trains.     I  am  of  the  opin- 
ion that  those  trains  surpaaa  the  fast  freights  in  speed.    I  will  not  say  that,  praltively, 
bnt  1  am  prettv  snre  that  ia  so. 

"     ■"  ■  '  "  itbali 

isioint 

. . .    .  ^  Ipolnt  an  I 

ttw  Bolicitlng  aide;  from  the  acconnting  aide  there  ia  not. 

Q.  (BjUr.  Fabquhak.)  Yon  used  the  word  "trade-mark."  Itlstrade  holding,  ia 
It  not  t— A.  Tea. 

Q.  Theoe  tet  f^isbt  lines  have  thoroughly  done  their  bnslnessand  tbey  hold  their 
bnsineaaT — A.  And  they  had  the  fortune  of  starting  in  at  a  time  when  the  trafflc  was 
pretty  poor. 

Q.  And  they  have  always  had  the  advantaga  of  taking  up  their  waybllla  when  the 
road  conld  not  make  them  thenuelveat — A.  Tea. 

Q.  They  had  to  take  division  abeeta  and  make  them  up  in  the  early  daysf — A.  Yes. 

Q.  (By  Ht.  RiPLKT.)  Ia  all  this  tme  of  the  lines  like  the  Merchants' Despatch  and 
the  Bine,  Red,  and  Whitellnesf  That  ia  to  Bay,  do  tbe  railroads  regard  the  diapatch 
lines  with  real  fbvorf — A.  Oh,vea;  therelanoolaorlmlnation.  It  la  merely  a  branch 
of  their  trafflc  and  operating  departments.  There  Is  no  favor,  and  tbe  mileage  is 
the  same  for  each  ear  whether  It  ia  their  car,  yonrs,  or  mine. 

(Testimony  closed.) 
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Wasbikoton,  D.  C,  Mag  11, 1901. 

TESTTKONT  OP  WR.  ISAAC  LEOPOLD  SICE, 

FtMidrnt  Con»otidat«d  Btibber  Ttrg  Company,  100  Broadtcay,  Nme  York. 

The  ootnmluion  met  *t  10.06  ».  m.,  Vioe-ChBJnnan  Phillips  pieeidliig.  At  2.60 
p.  tu.  Hr.  IstMC  Leopold  Bloe  Appeared  ag  b  witneaa,  and,  being  dnly  awom,  testified 
M  follow  a : 

Q.  (By  Mr,  Biplat.)  Will  yon  state  joqc  fall  name,  oconpation,  and  addiaMt — A. 
Uy  name  is  Isaac  Leopold  Bioe. 

Q.  And  occopationf — A.  My  occnpation  is  difflcult  to  define.  I  am  preBideut 
of  a  nnmber  of  companiea  engaged  in  developing  inveutionB,  anoli  as  tlie  Electric 
Boat  Company,  which  inclndea  the  Holland  Bubmarine  boat.  I  enpnoee  yon  have 
heard  of  tbe  Consoli  dated  Equipment  Company,  which  prod  acea  eleotri  oily  for  light- 
ing traina  from  the  motion  of  the  wheelaf  I  am  also  preBident  of  the  Coniolidated 
Bnbber  Tire  Company,  and  1  am  vioe-preeident  of  the  Casein  Company  of  America, 

b'  baaed  on  patoute  granted  by  the  United 

C  UOI>R  OF  OAPTTAUZIKG'  COMPAXIXB  BABES  OM   PATBMTB. 


Q.  In  the  oTsanization  of  oompaaiea  based  upon  patents,  what  is  yont  praoti 
respeoUng  capitalizationf — A.  Well,  thensnaluraotloe  it  this:  The  working  onil 
is  proTidra  by  the  preferred  stock,  which  is  paid  for  in  cash,  and  by  means  of  mii 


r  praetioe 
g  onit«l 
.         ,  ,  .  .  of  which 

Qie  patents  am  developed.    The  patents  themselves  are  valued  in  common  stock, 
Q.  Do  yoQ  mean  that  the  preferred  etook  is  equal  to  tbe  actual  value  of  the  tangible, 

{itiysioal  plant,  machinery,  DuildlDK,  BUppIlee,  and  so  forth  f — A.  Well,  in  newinven- 
lone,  M  a  rale,  they  have  do  tangible  plant.  That  all  has  to  b«  provided  ont  of  the 
capital  which  U  sobscribed.  Take,  for  instance,  the  electric-vehicle  industry.  1  am 
the  father  of  that  indae^  in  the  United  States.  I  secured  a  lot  of  caah  in  that 
ludastry,  about  {13,000,000,  when  practtoally  there  was  not  a  plant  in  existenoe, 
•imply  for  the  purpose  of  developing  the  bosineeB.  Take  the  Electric  Storage  Bat- 
tery Company.  I  am  founder  of  that  industry  in  the  United  Statee,  and  we  started 
irith  the  mere  patents;  the  money  first  has  to  be  raised  to  develop  tJie  indnatiy. 

MODX  OF   PROMOTION — STOOKB  ITOT  LISTXD. 

Q.  Wliat  is  the  aaual  procee*  of  promotion  in  case  of  oompanies  of  that  kindf  le 
the  mon^  nsually  advanced  by  an  underwriting  syndicate  of  bankers  T — A.  Well,  in 
my  case  Ihave  no  syndicate,  but  I  have  a  number  of  friends  who  have  confidence  in 
my  judgment,  and  if  I  tell  them  that  it  Is  a  good  thing  they  will  snbeoribe  Uie 
money.  I  usaBlly  bead  tbe  list  by  the  largest  snitscriptlon,  very  much  the  largest. 
My  fnends  follow  with  whatever  may  be  necessary  to  oontinne  the  bnslncM;  It  may 
be  $1,000,000,  or,  as  it  was  in  the  vehicle  business,  $13,000,000;  it  depends  on  the 
amonnt  actually  required  to  develop  it. 

Q.  Are  most  of  those  oompanies  ofwbich  yon  speak  owned  broadly  throaghout 
the  couutry,  or  are  tbey  owned  by  a  few  people  I^A.  Owned  broadly. 

Q.  They  are,  therefore,  listed  on  the  exchangef— A.  No;  they  are  not  listed  on  the 
exchange,  but  are  dealt  in  without  being  listed.  I  myself  am  not  what  is  called  a 
promoter  at  all.  I  take  these  things  with  the  intention  of  developing  the  Industry, 
and  the  people  aid  as  they  please  with  their  stock  subscriptions.  I  never  have  any- 
thing to  do  with  manipulating  the  stock  or  anything  of  that  kind.  I  have  never 
done  that;  it  is  not  in  my  line  at  all;  people  buy  and  Bell  the  stocks  according  to 
the  valae  that  they  believe  them  to  have. 

STOCK   IS   ISSUED  IK   PnOPOBTIOM  TO   EBTUIATED   VALUX  OW  THK  PATENT. 

Q.  In  the  case  of  snch  ot      _, ,  .. 

considerable  discountf — A,  No;  we  oi 
allow  that.     It  is  all  issned  at  par. 

Q.  What  law  do  you  refer  tot  In  what  Stat«e  are  mo«t  of  these  compuiiee 
organlsedf — A.  In  the  State  of  New  Jersey. 

Q.  Does  the  law  of  the  State  of  New  Jersey  at  the  present  time  require  that  the 
atoek  shall  not  be  iaaned  at  a  diacoantt— A.  Oh,  yes ;  that  is  positive. 
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Q.  Do  yon  mekii,  then,  that  the  atook  ie  isauAd  only  to  such  an  unonnt  aa  will 
probably  miJie  it  equal  to  pai  selliuK  valnet— A..  The  valnation  ie  fixed,  altbon^h 
noboHy  can  tell  abai>lntely,  bnt  of  coarse  if  a  valuation  were  to  be  extraraKant  it 
wonld  give  the  biuinees  a  btaok  eye  to  start  with.  If  I  valne  a  patent  at  95,000,000 
it  means  thnt  I  take  it  for  grooted  that  the  patent  will  pay  interest  on  $5,000,000. 

Q.  Thnt  IB  the  mle  by  which  yon  detenuine  value  t— A,  Yei;  that  is  the  way  by 
which  pat«nt  vftlDBB  are  determined.  It  is  like  a  mine.  Yon  buy  amine;  ^on  do 
not  know  what  i*  in  it;  yon  tbink  there  is  a  great  deal  id  it;  yon  have  to  capitaliEe 
it  at  somethinKi  and  yoa  eapitalixe  It  at  whatever  yoni  valnation  is,  provided  yon 
act  in  good  Eaith. 

THI  WORKIHO  CAPITAL  19  SBCUKKD  BT  IBSCINQ  PRBVKItRKD  STOCK. 

Q.  (By  Hr.  Phiujpb.)  Dom  that  vslae  laclnde  the  working  capitalf— A.  Not 
always ;  the  working  capital  is  oAeu  lepreaeuted  by  preferred  stock,  which  repre- 
sents Bctnal  cash. 

(j.  (B;  Mr.  KirLKT.)  Isthat  at  all  diftereDtfWtmthepTaoticeprevaillngMme  years 
aeo  by  which  working  capital  was  obtained  from  banks  by  loanet — A.  well,  1  have 
»  nolj  horror  of  debts,  loans,  bonds,  and  everytbiinj  of  that  kind.  1  believe  people 
who  go  into  a  venture  of  this  kind  sbonld  risk  their  money.  They  know  they  nsk 
it,  and  I  do  not  go  to  widows  and  orphnns  for  money  of  that  kind;  but  nnless  people 
risked  their  money  we  should  still  be  cave  dwellers.  The  only  thing  that  make* 
progress  in  the  world  is  that  people  are  willing  to  risk  money  for  new  inventions. 

Q.  Do  yon  find  any  disinoli nation  on  the  part  of  capital  under  those  cironmstancee 
to  buy  preferred  stock  which  is  not  a  lien  on  the  property  t — A.  Well,  there  is  no  dis- 
inclination among  some  people.  The  people  who  want  Qovornment  bonds  and 
securities  of  that  kind  would  not,  of  course,  risk  their  money.  Other  people  wonld 
rather  go  to  the  stock  exchange  and  buy  stock  on  the  market  and  gamble,  rather 
than  risk  their  money  on  valaable  inveotiona  that  are  going  to  bo  a  benefit  to  the 
country.     Most  of  tfaese  inventions  1  speak  of  have  been  of  very  great  value. 


R  TIRR  COUPANT. 

Q.  Do  yon  have  a  praotioe  of  setting  aside  certain  amonnts  for  depreoiatlonf — A. 
Yes. 

Q.  Will  yon  state  what  that  practice  is  f  To  make  this  a  little  more  specific,  will 
yon  make  a  statement  respecting  the  Consolidated  Rubber  Tire  Company,  as  to  the 
aotnal  amount  of  its  capital  and  the  circnmstances  under  which  that  Sssne  was 
madef — A.  I  was  Dottheorganizerof  the  Rubber  Tire  Company.  I  was  asked  to  take 
the  presidency  of  it  after  it  wao  organized. 

Q.  Yon  are, however,  informed  otitsprReeDtaondltlont — A.  Yes.  The  theory  there 
was  different  from  that  of  the  ordinary  newly  pat«nted  article,  because  at  that  time 
this  particular  rubber  tire,  called  the  Kelly  or  the  Grant  tire,  was  very  largely 
developed;  in  fact,  at  the  time  its  patents  badjnst  been  sustained  it  was  in  use  aU 
over  the  world,  as  it  still  is.  It  was  not  tbe  case  of  my  other  companies,  where  the 
investors  were  taking  something  that  had  no  real  existence  at  tbe  time  and  develop- 
ing it  into  something  comiiiercially  valuable,  but  it  woe  taking  something  already 
commercially  very  vunable  and  which  bad  a  fixed  value  on  account  of  its  earning 
capacity. 

Q.  Can  ^on  state  to  ns  the  manner  in  which  that  oompany  was  organixed  and 
what  the  issues  of  stock  were  t— A.  There  were  issues  of  ftor  millions  of  preferred   "v 
stock  and   four   millions  of  common   stock.     In   other  words,   the   patents  were 
appraised — not  only  the  patents,  but  the  business,  the  earnings,  the  assets,  and  all 
these  together  were  appraised  as  being  worth  f8, 000,000. 

Q.  Was  that  company  formed  from  the  consolidation  of  a  nomber  of  other  com- 
panieat— A.  Not  exactly. 

Q.  It  bad  grown  as  a  unltf — A.  It  was  in  this  way:  The  patent  of  this  company 
had  been  austaiued,  and  the  result  whs  that  a  large  number  of  other  companies  went 
ont  of  business,  and  practically  this  company  fell  heir  to  all  their  business.  Bnt  It 
was  not  a  consolidation  in  the  sense  of  a  trust  at  alt,  and  there  are  to-day  numerous 
concerns  in  therubber-tire  Held.  The  question  witbns  Is  whether  the  patent,  which 
has  been  sustoinod  in  one  coart,  will  ho  sustained  in  the  other  courts  where  salts 
are  now  pending.  In  that  case  we  shall  probably  be  the  only  tire  mannfactnrers  in 
the  market,  and  of  course  the  patent  will  then  be  extremely  valuable. 

Q.  Does  your  chatter  permit  yon  to  enlarge  your  capital  as  snoh  deoisions  of  the 
courts  shall  seem  to  warrantt — A.  No;  we  can  not  iucresae  the  valuation ;  that  we 

Q.  You  wonld  hav«  to  secure  a  new  charter  in  order  to  do  that  t — A.  Ko;w«  wonld 
not  do  that.     We  would  not  inciease  the  capitalization.  -.  , 


734  INDUSTRIAL   OOKHISSION: — TEAK8P0BTAT10N. 

LOW  qUOTATIOMB  OF  STOCK   DDB  TO   LITIOATIOK  OTKR  PATXHTS. 

Q.  What  is  the  qaotatiOD  of  tbe  stock  of  this  company  at  the  present  tlmaf^A. 
At  the  preseat  time  it  Is  very  low,  becaDseour  patents  have  been  assailed.  At  present 
tbepcefeixed  stock  is  quoted  io  the  neighborhood  of  30,  although  we  paid  6  per  cent 
diTidead  on  it  all  last  year ;  and  the  oomnton  stock  is  quoted  in  the  neighborhood  of 
5,  althoDgh  at  the  time  the  company  was  organized  we  showed  a  basis  of  6  per  cent 
onpreferred  aod  4  per  cent  on  common  st^ck. 

Q.  Hato  yon  paid  anything  on  common  stookT — A.  No;  we  never  did,  becanse 
shortly  after  we  Oftme  into  oontrol  of  this  property  the  pat«iita  ware  dispnted.  and 
notwithstanding  the  fact  they  had  been  Bnstained  in  one  jarisdictioi),  theresnlt  was 
wefoand  a  falling  off  in  our  earnings.  Patent  bustneu,  yon  mnst  recollect,  is  a  very 
hazardoDB  bosiness.  I  have  mceiv^  a  memorandam  to-day  ihowioK  073,856  pat«nte, 
tbelHtnnmbeTiatbe  Patent  Office,  And  I  veuenie  to  aay  oat  of  tCat  total  an  eeti- 
in»t«  of  10,000  patents  as  the  nnmber  Ibat  have  mftde  an;  money  for  the  inTentoni  u 
pretty  large. 

Q.  Do  yon  reoognize  anv  danger  to  yonr  oompony  finanoially,  or  any  difflonlty  in 
its  control,  by  reason  of  tbisvery  low  quotation  ofetookt — A.  Well,  even  if  anybody 
bongbl  the  oontrol,  it  woold  not  change  the  sltoatloa  of  tbe  company. 

Q.  It  might,  however,  affect  the  management  of  the  eompsny,  might  it  notf — A. 
Oh,  fM. 

Q.  Hare  joa  any  iaformatloo  respeeting  the  merits  of  a  Urge  oapitallEaiioD,  with 
a  ODnaeqnently  low  quotation  for  the  seourities,  as  compared  with  a  small  uapltaliza- 
tion  and  higher  qnotationst — A.  There  is  nodonbt  that  we  conld  not  have  sold  that 
stock  if  people  bad  Imagined  there  woald  be  snch  a  great  deolioe  in  the  qnotations. 
liiat  is  one  of  the  risks  of  bnj'ing  any  stock. 

Q.  These  qnotations  which  yon  have  named  are  less  than  the  ones  at  which  the 
issne  was  madef — A.  Far  less.  At  the  time  the  issue  was  made  the  preferred  stock 
was  qnotod  in  the  neighborhood  of  par,  and  the  eommon  stock  in  the  neighborhood 
of  H). 

<},  You  BBorlbe  this  decline  to  litigation  over  patMitsT — A.  Absolntnly  to  thst. 


Q.  Will  yon  state  what  yonr  policy  respecting  depreoiatlon  1st — A.  We  have  a 
regalar  depreciation  oecoant. 

Q.  This  iffodnct  is  not  in  any^  sense  a  monopoly  as  we  nnderstaod  the  term? — A. 
WmI,  it  is  not  onr  fanit  that  it  is  not  a  monopoly.  We  hope  it  is.  We  went  into 
this  and  pirid  an  enormous  prioe  for  these  patents  on  the  nnderstanding  that  it  was 
a  monopoly,  the  patents  having  been  enstalned  by  the  United  States  conrta. 

Q.  (By  Hr.  C.  J.  Hakkui.)  Do  you  manufacture  nnythins  else,  or  simply  oontrol 
the  patents t — A.  Oh,  ^eej  we  control  a  plant  which  manniactures  rubber  tires  for 
the  pnrpose  of  this  business.  This  plant  is  at  Akron,  Ohio.  Then,  we  have  a  larce 
nnntber  of  licensees  who  simply  pay  ns  a  royalty,  for  this  tire  is  known  all  over  the 
world;  people  pay  a  royalty  even  tor  the  use  of  the  name  all  over  the  continent  of 
Europe,  in  Anstralia,  and  almost  everywhere.  Now,  to  take  the  other  side  of  it.  I 
know  monopoly  hae  a  dreadful  sonud,  but  the  invention  of  this  carriage  tire  has 
been  a  benefit  to  the  world.    It  has  stimnlsted  tbe  carriage  industry  enormously. 

S.  (By  Ur.  Farqurar.)  Do  you  Intend  to  explain  now  this  tire  in  its  nnirw- 
ty  t— A.  Well,  what  I  intend  to  do  is  to  give  yon  an  idea  of  the  hazardoDS  nature 
of  the  patent  business.  When  yon  speak,  for  instance,  of  a  monopoly  many  people 
think  it  a  wrouKful  thing — altbuagh  this  species  of  monopoly  is  guaranteed  by  tbe 
United  States  Constitntion.  Bnt  tf  such  monopolies  wei-e  not  cranted  the  oonntry 
would  bamamymillionsof  dollars  oot  of  pocket.  Moreover,  the  hazard  of  invention 
of  that  kind  is  Ki«at.  Here  Is  an  lllnstratlon.  Here  is  a  brief  on  this  patent  suit 
where  we  have  snown  this  method.  (Referring  t«  paper.)  Here  is  a  nnmberof  peo- 
ple who  wont  a  rubber  tiro;  they  find  they  need  it.  Suddenly  a  man  disoovers  tbe 
thing.  Here  it  is,  then.  It  Is  a  new  invention  of  great  valne.  Then  the  moment 
that  Is  done  everybody  makes  the  some  thing-wither  claims  it  was  not  patentable, 
that  any  meohanio  oonld  have  found  it,  or  makea  it  a  little  difterent  in  a  cnrlyena 
and  olauns  U  does  not  [nfringe.  Now  look  at  the  styles  here— all  styles  of  carriage 
befbto  tbe  Onnt  patent.  You  find  praotleally  every  single  tire  on  the  market  oopy- 
ing  the  Orant  patent.  That  is  the  history  of  all  patents.  First,  the  diffloult;  of 
mAIng  asnoaeesfiit  inveotlon — tbeenonuonndifflculty  of  making  something  that  is 
really  snooessfbl— and,  then,  after  that  everybody  tblnks  ha  has  a  perfect  right  to 
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;  Aod  tberefore,  as  I  say,  altboDEb  p«t«nts  hsve  a  moDopoly  to  a 


oertahi  extent,  if  Uie;  dfd  not  bave 


[  say,  altaoDEli 
at  l«Mt  the  lit 


the  Dope  of  protectioa  uol 


>Dopoly 


>   UANiOS. 


1  ezperieDOfl  any  difficulty  in   getting  a  anpply  of 
snoe  of  any  of  tne  rubber  oompHlieB  which  are  now 
operating  in  the  United  Stuteef — A.  Not  so  far. 

(j.  The  raw  material,  than,  is  appareutly  tno  to  all  who  wish  to  um  itf — A.  Aa  far 
as  we  know  to-day  it  is.  Whether  that  will  ever  be  cornered  le  Bamethiog  I  oan  not 
tell.  1  have  hero  a  table  of  the  export  of  rubber  from  Par^  and  ManioB.  It  is  a 
rery  large  ontpnt.    I  do  not  think  anybody  is  likely  to  corner  it,  but  Bach  a  thing 

Q.  What  proporttoD  of  tbe  total  ontpnt  of  robber  of  thoae  South  Araerioan  oodd- 
tries  la  Uken  by  the  United  Statest— A.  That  is  stated  here.    Out  of  61,022,586 

KnndH  the  United  States  takes  27,413,469  poands.    Of  coarse,  ontslde  of  the  Par£ 
Bce  is  AMcan  rabtter,  Quateraala  rubber,  Coloidbia  rubber;  bat  for  tires  a  very 
Hoe  qnality  of  rubber  ia  required  and  that  moetly  cornea  from  Pari. 

Export*  of  india  rsfrW  from  Fard  and  Mtatdot  during  th«  y»ar  1900. 


Bzporten. 

To  United 
BtMM. 

ToBscope. 

Total 
exported. 

Deo.  81. 

totaL 

en   &  i^-:  Htw  York  ud  BtMtOD: 

ISA 

B.2».TH 

'■as 

38.888 

US 

3.H8.TW 
3,881 3*4 

8 

i 

0 
SU:893 

Mis:  131 

180.781 
133,378 
187,  a»i 

imSmi? 

4,  Ma,  830 

Wilt  4  Co 

isiolsis 
i.ii8,m 

is 

a*:  en 

381.175 
811,747 

JIS'SS 

80,885 

887,388 

■asi 

i,400 

1,101 

B«.808 

60.808 
3,031,074 

iS!;!S 

188,151 

II 

in.ua.im 

>1,5S<.835 

58.870.10. 

.»«, 

«1.0»,i8» 

BBOAPITULATION  OF  BXPOBTS. 


YM.. 

To  United 
StalM. 

ToBnrope. 

Toi4a 

eiported. 

isrs. 

fOWMto. 

a7.413.U> 

38.613, 880 
38,083,918 

Pouixff. 
81.550,885 
35,  MO,  864 

34,057,885 
37.081.888 
30:W75B 
l»,68»,SU8 

Pcundt. 
SB,  070,  104 
M.083  BT7 
48,300,681 

PoutuU. 

AMOUNT  0 


STOCK  IBSUBD  A  MATTEK  C 


INDIVFEBBNCB. 


Q.  Have  yon  any  oriticiam  to  make  apon  the  policy  adopted  in  capitalizing  most 
of  the  great  indaetrial  oombinatioDB  at  the  preseut  time,  on  the  basis  of  year  experi- 
ence I — A.  Well,  on  this  qnestion  of  capitaluation,  aa  long  as  tbe  capitaUzation  1b  in 
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stock,  not  in  bonds,  I  really  ilo  not  see  that  it  mftkee  •  great  deal  of  difference.  Sap- 
posiog  you  idsne  $16,000,000  of  stock,  we  will  say;  it  sells  at  $10  a  sliure;  yon  hara 
really  iasned  160,000  shart-B  of  stock  worth  $1,600,000.  Sappostne  yon  reduce  the 
capitalization  $10  a  share,  niid  you  still  have  160,000  shares  worth  $1,600,000.  Ab 
lunu;  as  there  is  not  quest  ioD  of  public  policy,  as  long  as  there  is  no  question  ol  trans, 
portation  involvinic  protection  against  eicsesiTe  rates,  or  something  uf  that  kind, 
I  nevet  coold  see  what  difference  it  made  how  much  stock  there  was. 


|.  In  dlsonasing  as  we  went  the  basis  of  capitoltxation,  yonr  renutrke  ore  psrticu- 
3  applicable  to  industrial  companies  and  not  to  railioadiit — A.  Vea. 
Q.  You  do  not.re;;ard  bonds  as  favorable  to  the  interest  of  the  oompaay  o: 


inveatort — A.  1  think  a  debt  is  always  a  burden,  nod  the  dangen  of  trouble  and 

t ionics  and  upheavals  are  very  much  leas  if  the  bonded  indebtadness  of  railroads  or 
Ddastrial  oonpauics  is  •mall. 


ACCOUNTS  snouu>  b 

Q.  What  have  yon  to  say  respecting  pnblioity  of  acoonntain  the  case  of  companies 
sndi  as  those  yon  have  mentioned,  in  which  the  general  public  invest;  do  yon  accept 
any  respouHlbility  to  make  public  reports t — A.  My  principle  has  always  been  that 
as  Booti  as  the  company  is  on  an  eamiug  basis,  when  it  has  passed  the  development 
stage,  it  should  furnish  accounts  to  the  public.  Ah  long  as  the  company  is  struggling 
in  the  developmeut  stage,  then,  to  publish  theaccour.ts  wonid  be  misleading  for  this 
reason:  If  yon  are  liuilding  a  house  and  you  are  laying  the  fonndatiun,  you  have  not 
auytliiug  io  show  for  the  house.  If  anybody  goes  to  see  the  building  and  finds 
nothing;  he  thinks  yon  have  nothing  and  he  is  misled;  but  after  it  is  finished  yon 
have  your  house  and  he  can  see  it.  In  the  same  way  you  take  a  company  in  the 
eorl^  Bt-age  of  development,  with  the  vast  amount  of  money  required  to  develop  it, 
and  if  you  would  simply  give  tbe  cost  of  this  development  to  the  public  and  to  the 
Btockholdem,  tliey  would  all  be  paniu  Rtricken,  because  they  eao  not  see  what  is 
coming.  These  are  development  periods  and  tbey  are  known  to  be  such,  and  stock- 
holders pat  their  money  in  for  that  pnrpose.  But  when  the  period  is  reached  that 
jon  are  on  an  earning  basis— in  other  words,  when  yon  have  become  commercial — 
then  I  think  it  is  your  duty  to  Inform  the  stookboldeia. 

MAKINfl  PUBLIC  THK   COSTS   OF   PROMOTION. 

Q.  Does  the  law  of  any  of  the  States,  so  far  as  yon  know,  require  a  statement 
respecting  the  costH  of  promotion  iu  the  Hist  instance  of  these  oompaoieat — A.  Not 
to  my  knowledge;  I  have  only  experience  with  corporations  organized  in  the  State 
of  New  Jersey. 

Q.  Would  you  advocate  the  insertion  in  all  coaee  in  companies'  statements  of  tbe 
cost  of  promotion — that  is,  promoters'  proflts  and  fees  incidental  to  organization, 
cost  of  underwriting,  eto.t^A.  Why,  tbnt  is  a  new  qfiestiun;  I  do  not  know  how  to 
anewer  that  exactly.  You  see  the  cost  of  promotion  Is  a  very  indefinite  thing.  For 
iDSlance,  some  people  who  obtain  stock  by  reason  of  promotion  receive  It  not  only 
for  tbe  promotion,  but  for  all  the  services  to  be  rendered  for  a  long  time  therealtw. 
It  is  a  little  bit  difi3cult  — 

Q.  Id  the  case  of  this  Consolidated  Rubber  Tire  Company,  wan  any  stock  issued 
for  payment  for  promotion  T — A.  No;  no  stock  can  be  issued  for  paymeut  for  promo- 
tion.   The  law  does  not  allow  that. 

Q.  Ate  stockholders  gnnerally  entitled  to  a  statement  reepecting  tbe  cost  of  pro- 
motion!—A.  As  I  say,  it  is  a  very  ditBoult  thing  to  say.  For  instance,  a  man  has  a 
patent  and  he  goes  to  jon  and  sa.vs,  "  Will  you  furnish  me  money  to  develop  this 
patent!  I  have  capitali/.nd  Ibix  patent;  I  think  it  is  worth  so  much.  Now,  if  yon 
will  fnmish  me  the  money  I  will  give  yoo.  an  interest  with  me."  Now,  he  may  give 
you  mncb  or  a  little.  It  ilepcDiU  on  the  quality  of  the  patent,  and  ou  the  diSScnlty 
of  raising  the  money,  and  tne  risk  involved,  and  a  great  many  other  things.  If  he 
bos  an  article  tliat  is  already  on  the  market  aud  which  i«  paying  a  large  profit,  the 
probiibility  ishe  will  give  you  a  very  limited  amount.  If,  on  the  other  hand,  he  has 
Bonietliing  from  which  heantioipateH  a  great  fortune  and  whiRh  requires  a  great  deal 
of  capital,  and  a  great  deal  of  work,  he  is  likely  to  give  np  more  of  his  interest.  It 
In  one  of  those  thtitgA  that  is  iirtpniaibto  to  figure  and  you  never  could  get  it  tmth- 
fiilly, because  few  people  would  be  honest  enough  to  say,  "I  have  divided  the  fnter- 
eflt  I  have  in  this  property  In  such  and  such  a  way,"  and  in  the  graat  majority  of 
insl-anoea  one  would  never  be  able  to  find  out  how  It  was  divided. 


".t>(>t^lc 
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Q.  Will  foa  state  to  tbe  commissinn  for  the  pnrpoe-  . 
with  railroads  in  the  paatt—A.  Well,  I  was  identified  n 
is  now  called  the  Sontbern  Kailrottd.  I  wai  director  in  t 
the  Richmond  TermiDai,  EMt  'I'entieHsee  and  Georgia,  Virginia  Midland,  and  Qeorgia 

(j.  Were  yon  nnfr  also  identified  with  the  Philadelphia  and  Keadinc  Railroad  Com- 
pauy  in  somewayl — A.  Yea;  Iwas  the  foreign  repveaentative  of  toe  Philadelphia 
and  Reading  Railroad  Company  in  Kurope  for  the  pnrpose  of  raising  money  for  Its 
needs,  and  also  for  introducing  anthracite  coal  into  Kurope. 


Q.  \Vil1  you  speak  respeoting  your  connection  with  the  Philadelphia  and  Reading 
Railroad  and  the  events  of  the  yean  prior  to  18931 — A.  My  connection  with  the 
Philadelphia  and  Reading  Railroad  arose  ont  of  the  faot  that!  was  invited  to  Join  a 
syndicate  to  purchase  the  control  of  the  Philadelphia  and  Beading  Railroad.  This 
syndicate  was  formed  at  the  instance  of  Mr.  Franklin  B.  Gowen,  who  had  been 
president  of  that  company,  bnt  while  it  was  being  formed  Mr.  Oowen  committed 
eaicide  here  in  WasbiDgton.  The  harden  of  oarryieg  it  on  was  then  left  with  me, 
and  I  became  chairmaa.  We  parohaaed  a  Tery  lar^e  amount  uf  the  stock,  a  great 
deal  more  than  a  m^ority,  and  althongh  tbe  company  was  at  that  time  oonCrolled 
by  a  voting  traat  and  the  stuck  bod  no  voting  power,  nevertheless  the  control 
drifted  Into  otir  bands  throngh  a  friendly  feeliug  all  around.  Mr.  Corbin,  wbo  was 
then  preadent,  reaisned,  and  Mr.  HcLeod  was  made  president.  I  fonnd  after  I 
became  familiar  with  the  atTaira  that  it  wonld  be  adviaable  to  reduce  the  rood'a 
indebtAduesB  in  tbe  form  in  which  it  then  exiated — largely  in  the  form  of  income 
bonda — by  converting  those  income  bonds  into  stock.  1  prepared  the  plan  for  the 
organization  of  a  new  company,  which  I  called  the  Reading  Company,  which  was  to 
own  both  the  Philadelphia  and  Reading  Railroad  Company  and  the  Philadelphia 
and  Reading  Coal  and  Iron  Company,  and  the  holders  ol'  the  income  bonds  who  had 
shares  of  the  Philadelphia  and  Reading  Railroad  Company  were  to  rereive  shacea 
in  this  Reading  Company  for  their  interesta,  and  in  thia  way  we  would  eliminate 
tbe  bonds.  Thia  plan  received  the  approval  of  all  the  leading  banking  houses,  and 
I  may  say  that  it  is  tbe  plan  anbetantlally  nnder  which  tbe  present  Reading  Com- 
pany was  organized.  I  went  with  it  to  Enrope  iu  1891  to  see  the  Europi'sn  holders 
there;  bnt  dnring  my  absence  Mr.  McLcod  thought  it  advisable  to  pay  the  interest 
on  the  income  bonda,  and  of  conme  when  the  interest  was  paid  on  tbe  income  bonda 
the  income-bond  holders  were  no  longer  willing  to  take  stock  for  their  boldinga, 
and  the  plan  then  had  to  be  abaniloned,  and  I  caine  bitck. 

<j.  May  1  ask  you  tncideutally  whether  the  interest  on  those  buuds  was  earned! — 
A.  It  WBR  not  actually  earned,  aa  waa  subaeqnently  proved,  althongh  it  was  sbown 
to  be  earned  on  the  books. 

EMDKAVOR  OF  CERTAIN   BUAIM  TO   KOBM  AN   AHTHRACITB-COAL   COMBINATION. 

After  I  name  back  from  Europe  I  was  asked  to  assist  to  bring  abont  what  was  then 
called  the  anthranite-ooal  eonbination,  and  I  was  instnuaeutal  in  making  that  com- 
biuatian  by  securing,  through  negotiations,  the  adherence  of  the  New  .lereey  Central, 
Hr.  HcLeod  in  the  meantime  having  aecnred  the  adherence  of  the  Lehigh  Valley;  so 
the  Philadelphia  and  Reading  Railroad  took  control  practically,  althongh  somewhat 
indirectly,  of  the  New  Jersey  Central  and  also  of  the  Lehigh  Valley,  Tnis  increased 
the  coal  holdings  of  the  Philadelphia  and  Kending  Railroad enormonaly,  and  required 
a  grent  deal  more  additional  money ;  so  Mr.  McLeod  asked  raeto go  to  Europe  again 
as  foreign  representative  of  the  Reading  Railroad  and  raise  the  necessary  money 
there.  This  I  did.  I  went  to  Europe  and  raised  $13,000,000  to  be  paid  in  cash,  of 
which  48,500,000  waa  to  he  paid  in  on  the  lat  of  ?~ebmary,  1W3,  and  the  balance  on 
options,  bnt  the  underatanding  waa  that  theae  options  would  be  eTerciaed  as  they 
came  along.  Hach  to  my  astonishmeut  and  amazement,  after  the  bankers  had  paid 
16,500,000  cash  on  tbe  1st  of  February,  the  railroad  waa  put  into  the  hands  of  a 
receiver  on  the  2Dth  of  Kebraary ;  whereupon  1  returned  from  Europe  and  sent  in 
ni^  resignation.  1  then  had  some  litigation  respecting  the  matter,  to  have  the 
thing  investigated  by  the  United  States  cironlt  conrt. 

Q.  (By  Mr.  Phillips.)  Waa  that  money  raiaed  on  bonds  or  on  stockl— A.  That 
was  raised  entirely  on  bonds. 

Q,  Were  thosebondflgoodi — A.  They  were  good  and  they  eventually  prored  good, 
because  tbe  liankers  who  boil  advanced  the  money  Hnally  obtained  their  money  bock 
with  intereat. 

Q.  Tbe  attempt  waa  detinltely  made,  then,  iu  1892,  to  elTect  a  combination  of  all  the 
anthracite roodat — A.  Notall;  no.     ThePeMnsylvaniawosnotsupposed to  comein. 
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nor  tb«  Erie,  nor  the  New  York.  Ontario  and  Western,  nor  the  Delawu-e  itnd  Hud- 
son, Dor  the  Delaware  and  Lackawanna,  hnt  it  was  believed  that  tbeae  compaaiea 
would  act  iu  barmony  witb  the  Philadelphia  aud  Reading. 

Q.  Havu  ;oii  an;  kDowied),'e  of  a  tendenoy  toward  oontolidatiou  of  these  anthra- 
cite- coal  roads  at  the  priieeut  timet — A.  No;  never  heard  of  it  beyond  the  fact  that 
the  Beading  again  acquired  control  uf  the  Jersey  Central  through  parcbase  of  stock, 
hot  at  ime  time  previous  to  my  esperleuce  with  it,  under  Mr.  Gowen's  administra- 
tion, it  had  done  the  same  thing. 

Q.  It  is  not  the  first  timef— A.  This  is  the  third  time  the  B«a4ii>g  has  control  of 
.    the  Jersey  Central. 

THK   ANTURACITK-COAL  COMBINATION  PAIUU)   CHIBFLY  BKCAUSB    IT   RAISKD   PRICZS. 

Q.  What  bos  been  the  reason  for  the  failure  to  absorb  that  road  in  the  two  prior 
instances  t — A.  Tu  the  first  instance  the  Reading  had  borrowed  money  on  the.lereey 
Central  stock  and  was  not  able  to  retain  it  when  the  loans  were  called.  In  the 
second  instance  control  was  by  meanH  of  a  lease  which  was  considered  contrary 
to  the  laws  of  \ew  Jersey,  and  was  ludicially  dissolved.  But  the  main  reason 
why  the  combination  failed  was  that  tnere  was  not  an  nndetslandiug  uf  the  lirst 
principles  of  au  operation  of  that  kind,  namely,  that  it  mast  reduce  prices  and 
not  increase  theni.  The  authraoito-coal  conibination  was  killed  because  prices  were 
immediately  pat  up.  If  they  had  acted  on  the  contrary  idea  and  relied  apon  their 
economies,  withdrawal  of  concessions  to  agents,  etc. — if  they  hod  given  the  pnblic 
the  benetlt  of  that  and  bod  maintained  the  old  prices,  they  woald  have  made,  in 
my  estimation,  very  considerable  profit,  and  there  would  have  been  no  outcry 
against  the  combination. 

Q.  Mr.  McLeod  has  testified  before  this  commisBiun  that  it  was  his  intention  to 
elfect  Buoh  economies  as  should  he  reflected  in  lower  prices.  Do  ve  nnderstand  that 
yon  criticise  the  policy  in  that  it  did  not  so  reduce  the  prlcesf— A.  He  did  nut  do  it, 
no  matter  what  his  intention  was.  Hr,  UcLeod's  trouble  waa  that  he  was  oarriM 
away  by  the  desire  to  control  a  great  deal  more  than  be  coold  control.  He  aoqnired 
the  Boston  and  Maine  and  the  New  York  and  New  England,  and  tbat  really  brought 
on  the  mm  of  the  company. 


Q.  Do  you  see  any  advantoiges  at  the  present  time  in  the  consolidation  of  the  6 
or  7  roads  which  are  now  oonoemed  in  the  anthracito-coal  business — an  advantage 
either  to  the  iuvestore  or  to  the  consnmers,  or  both? — A.  I  think  a  combination  of 
that  kind  wonld  be  very  unwise. 

Q.  Speaking  from  your  experience  and  what  you  knew  fhim  the  inside  history  of 
previous  attempts  f — A.  Very  unwise. 

Q.  What  dangers  luight  threaten  the  investors  or  consamerT — A.  I  do  not  know 
how  it  would  adect  the  consumer,  because  he  is  always  prutected  to  a  very  large 
extent  by  the  competition  of  bituminoas  coal.  1  am  speaking  now,  of  ooune,  of  the 
consumer  for  industrial  purposes,  and  unless  the  oonHiimption  for  industrial  pur- 
poses continues  there  will  nut  be  any  profit  in  the  business.  So,  although  the  con- 
sumer might,  for  a  short  time,  as  he  was  at  that  period,  be  discommoded,  yet  in  the 
long  run  he  will  get  his  rights.  The  attempts  to  organize  all  these  various  intetests 
under  one  bead  would  be  improotioable,  and  I  do  not  see  to  what  advantage  it 
would  leud. 

TMK  FXOPIK  VALUATION  Or  COAL  UAXDfi  AS  A  BASIS  FOR  CAFITAUZATION. 

Q.  Do  yon  nnderstand  that  at  tbn  present  time  the  capltalkation  of  many  of  these 
roads  includes  the  entire  value  of  the  coal  which  is  in  tne  ground)  I  refer  particu- 
larly to  the  Philadelphia  and  Keadinx  Railroad.— A,  No.  I  bava  calculated  that 
the  coal  in  the  ground  of  the  Philadelphia  and  Reading  liailrood  nt  that  time  was 
presumed  to  be  aliont  S,000,000,000  tons.  Nun,  if  yon  put  that  nt  $4  a  ton  celling 
price,  it  would  be  $20,000,000,000.  1  am  sure  that  wax  not  included  in  the  cal- 
culation. You  hive  only  to  mention  the  figures  to  sec  bow  utterly  Impossible  it 
would  he. 

Q.  WliatiH  the  basis  npon  which  tbat  road,  as  a  typical  coal  road,  is  capitalized? — 
A.  Now,  mind  you,  the  value  of  coal  in  the  gronnd,  as  a  general  gross  proposition, 
is  very  different  from  the  net  value.  In  the  Hntt  place,  jon  can  only  mine  as  much 
as  the  pablic  will  demand;  in  the  meantime  your  interest  goes  on  or  your  dividends 
go  on.  In  the  second  place,  you  have  to  be  sure  that  yon  can  market  it  at  prieea 
which  will  be  profitabla.     Now,  we  know  that  for  long  periods  the  marksung  of 
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Mitbntcito  coal  wm  nnprofltable,  ho  ths  only  criterion  yon  bsve  of  tiUqm  of  thkt 
character,  verj'  mnoh  like  any  other  mine  or  like  patputs,  is  wbat  people  'nlll  pay 
for  Ibeui.  Yon  send  an  appraiMr  around  and  he  will  koj  this  land  in  worth  bo 
much.  In  other  words,  it  la  like  a  New  York  lot.  A  New  York  lot  on  Fifth  avenue 
ie  bMod  on  the  price  people  will  pay  for  It.  Juel  now  they  pay  a  great  deal  more 
for  it  tban  tboy  did  a  few  years  ago,  and  perhaps  In  a  few  years  tbey  will  pay  a 
(;reat  deal  teas.  It  is  au  Indefinite  method,  bat  it  is  the  only  way  in  wMch  yon  can 
nppraise  things  of  that  kind. 

THB   VAI.VB   OF  KAIUIOAIie  FLUCTUATJtS  BUT    THEIK  CAPtTAUZATlOM 


E"b" 


it  has  coal  in  it  tban  land  that  has  not;  and  what  tWt  measure  ie,  bow  much  yon 
will  allow  for  it,  la  largely  a  matter  of  popular  sentiment  prevailing  at  the  time. 
Yon  can  not  state  a  liied  price,  for  Mr.  Oowen  paid  £30,000,000  or  SJO,000,000  for 
these  landH,  and  I  am  Bare  tbey  could  b«  sold  to-day  for  a  very  much  higher  price. 
'  Q.  In  otbet  words,  the  capitalization  of  those  roods  to-day  is  aotnally  reflected  in 
ihe  amount  of  value  which  tbey  possess  I — A.  Yes. 

Q.  'I'be  two  are  eqaalT — A.  Equal,  no;  the  valne  inay  be  a  great  deal  more  or  a 
great  deal  lees  than  tbe  capitalization.  Yon  see,  valnes  change.  The  capitalization 
remninB  the  same,  but  valnes  change.  Yon  take,  for  instance,  the  Atchison  rood. 
A  few  years  ago  it  was  bankrnnt;  now  it  is  earning  a  large  amount  of  money.     It  is 


snbatautially  the  same  roadbed,  practically  the  same  rolling  stock,  but  its  -valne  is 

unite  difFerent.     The  nneatiou  of  vainf    ' '" '  " '  -""--"  '- 

the  whole  range  of  political  economy. 


THK  DAMOSR  TO  RAILROADS  O 

Q.  Were  the  ooconnte  of  those  ooal  roods  aoenrately  kept  as  between  the  miuing 
coiDpanieB  and  tbe  trauMportation  companies,  so  as  to  show  the  state  of  tbe  buaineBS 
at  the  time  that  you  knew  itT— A,  The  accounts  were  accnrately  kept,  lint  here  ia 
the  diflt  unity  which  brought  a  great  many  railroads  t«griet.  A  railmad,  for  instance, 
buys  np  another  roail  or  leases  it;  that  beoomes  a  part  of  its  system.  The  main 
line,  pcrbape — like  tbe  Penusvlvanio  Kailroad — is  acme  400  milea  long,  and  the 
whole  Bystem  may  be  7,000  or  S,000  mites.  Now,  tbe  reat  was  broaKht  in  In  some 
way;  either  leased  or  direct  control  purchased,  or  troQIo  arrangements  made  by 
which  tbe  tra£Bc  is  controlled,  etc.  There  are  variouB  ways,  Xow,  the  way  a  good 
many  railuads  w«re  mined  was  thia:  Tbey  acquired  a  piece  of  property — a  rail- 
roail — and  they  fonnd  that  it  needed  money  to  be  developed,  so  they  would  loon 
money  to  that  railroad,  which  was  leased  or  controlled.  Of  oourse,  tbe  loan  wonld 
ttand  on  tbe  books  as  an  asset,  and  poexibly  as  a  snrplus.  Now,  as  time  went  on 
tbey  would  continue  to  loan  this  railroad  and  other  railroads  and  so  on,  until,  per- 
haps, they  woald  have  $30,000,000  or  $40,000,000  loaned  out  to  branch  and  leased 
lines  of  that  character,  and  those  amonnts  would  stand  on  the  books  as  snrplas; 
but  if  tbtiy  colled  on  those  railroads  to  pay  up  tbey  oonld  not  do  bo.  Now,  if  a 
panic  came  on  or  onything  which  prevented  ths  railroads  from  borrowing  money 
on  the  securities  iasned  to  them  by  these  leased  or  controlled  roads  for  these 
advances,  then  the  railroad  that  ha<l  advanced  money  would  go  into  default. 

TRB   PHILADKLPIIIA  AND    RBADING-  RAILROAD  COUNTKD     AS  ABBKTB    PROFITS     WHICH 


In  the  cose  of  the  Philadelphia  and  Reading  Railroad  the  situation  was  not  only 
tbal  it  had  leased  roads  of  that  character,  bnt  it  also  owned  alt  the  stock  of  the  coal 
company.  Now,  the  coal  company  of  course  wan  supposeil  to  pay  its  regular  rata  of 
freigbt,  and  was  charged  with  it  on  the  books,  but  when  the  time  came  to  settle  in 
cash  the  .(.'oal  and  Iron  Company  did  not  have  oil  of  tbe  required  cash.  Those 
freights  Btitl  stood  on  tbe  boolEB  as  earuing,  but  tbe  railroad  required  cash  to  meet 
its  own  demands.  It  could  not  realize  on  that  asset  standing  on  iis  books  as  an 
•cconut  receivable,  and  when  the  Coal  and  Iron  Company  was  not  able  to  pay,  the 
railroad  was  not  able  to  pay  its  charges.  But  all  tbe  time  the  official  ntntemeut 
showed  tbe  ft-eight  as  earnings. 

Q.  Id  other  words,  the  coal  wan  mined  and  the  loss  really  fell  upon  the  railroad, 
although  originally  inoiirred  by  the  mining  company  t~-A.  Well,  the  mining  company 
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paid  the  rnilioad  compauj  fVei^fat — at  least  'vae  aupposed  to  ^ay  all  the  freight — 
and  waa  charged  oti  ite  books  witli  it.  It  ia  likethla:  I  have  anghtpocketandalt-ft 
pocket,  pocket  A  aud  pocket  B.  Now,  there  ia  no  money  lu  pocket  It  at  all,iindpooket 
Bowea  a  lot  of  mone}'  to  pocket  A.  Now,  when  Imakemy  atatementlrefLTto  pocket  . 
A — that  ia  my  principal  pocket — aa  making  great  earninga,  but  when  it  couii^a  down 
to  paying  from  pocket  B  there  is  nothing  in  pocket  Bj  so  a  large  part  oftheeHTniDgs 
of  pooket  A  never  existed  in  fact.  They  exiati'd  legally,  you  might  say,  but  when 
pocket  A  did  not  earn  enough  to  eet  along  withont  pocket  B'b  payiuK  up,  then  the 
thingwaa  exposed  and  there  is  a  defanlt.  While  the  earnings  were  there  on  paper, 
they  were  not  there  in  cosh.  The  Coal  and  Iron  Company  failed  to  pay  hecauae  it 
could  not  market  its  coal  at  a  price  that  would  yield  enough  profit  to  pay  all  the 
fireight;  then  the  troable  began. 


Q.  Then  the  aubsidiary  corporations  often  made  it  poesible  to  make  Bctltiona 
retarne  andeamingsf — A.  Not  exactly  Sotitions— I  do  not  oare  to  call  tliem  ficti- 
tious; it  may  have  been  the  regular  rate  charged  to  everybody  else — bnt  misJead- 
Ing  retnms  and  eaminga. 

Qi  Do  yon  nndeiatand  that  any  change  in  this  method  of  accounting  has  taken 

5 lace  since  1893  aa  between  therallroadaiLud  their  euhsidiarymtningcorporatioDaf— 
.  I  have  had  no  experience.  1  knew  those  railroads  at  that  time  but  I  have  bad  no 
experience  since;  but  J  imagine  from  the  general  credit  which  the  railroads  enjoy 
to-day  compared  to  the  credit  which  they  enjoyed  at  that  time  that  they  must  have 
impioved. 

A   DANOKROUfi   PKINCIPI.K   TO   CONVUKT  BrO<;KS   INTO    HONDB. 

Q.  Do  yoa  see  any  daoger  ttata  thestandi'Oiut  of  general  railroad  finance  in  these 
various  consolidatioDS  which  have  either  taken  place  or  are  projecl«d,  by  means  of 
whioh  one  road  acquires  the  stock  of  another  and  deposits  it,  issuing  therenpon  coi- 
lati-ra]  trnat  bonds  or  other  eecuritiosof  that  kind  f^A.  There  ia  in  principle  always 
a  danger  to  convert  a  stock,  which  has  no  liability  except  for  bookkeeping  purposes, 
into  a  charge.  Of  course,  as  long  as  things  are  well  and  companies  grow,  they  pay 
the  iutercHt  and  it  is  all  right ;  but  if  for  any  reason  there  shonid  be  a  setback  to  the 
prospurity  of  the  country  and  the  int«rest  is  not  earned,  then  we  get  back  to  a  chaotic 
state  of  affairs  such  aa  existed  7  or  8  years  ago. 

Q.  Do  you  understand  that  to  be  the  system  on  which  the  absorption  of  the  Chi- 
cago, BnrSiQgcon  iind  Quiucy  is  projected,  hu<1  hy  which  the  Central  Jtailroadof  New 
Jersey  was  purchased  by  the  I'hiladelphia  and  Reading! — A.  Yes;  that  is  the  system. 
Now,  of  course,  in  matters  of  business  principle  it  is  not  proper  to  go  too  far. 
There  may  be  saving  oiictimstaDces  which  may  make  this  a  good  operation,  bnt  that 
of  course  I  do  not  know,  as  I  am  nOC  snfHcieutly  familiar  with  the  details.     Speaking 

Suerally,  It  is  a  mistake  to  convert  slocks  into  bonds;  it  ought  to  be  the  other  way, 
y  tendency  has  always  been  the  contrary— Co  couvert  bonds  into  stock. 


Q.  Have  you  any  reason  to  snppoae  that  the  financial  adminiatration  of  railroads 
Is  somewhat  better  to-day  than  it  was  In  1893,  when  yon  were  purticQlarly  concerned 
with  themT — A.  I  believe  so;  for  one  reason,  on  account  of  the  great  shake-np  Id 
18S3.  Qenerally,  you  know,  there  is  a  reform  after  events  of  that  character^ — such 
a  large  number  of  railroads  went  into  the  bands  of  receiven.    But  outside  of 


that,  through  theae  reorganizations  an  enornioos  qaautity  of  new  money  baa  gone 
into  railroads  and  improved  them  mHterially.  Take,  tor  instance,  the  old  mch- 
mond  Terminal,  which  is  now  the  Southern  Railroad.  It  was  composed  of  a  great 
number  of  small  roads  very  indifferently  constructed.  A  large  amount  of  aaaesS' 
meut«  was  levied,  and  the  combination  of  all  these  roads  under  the  head  of  one 
railroad,  the  Southern  Railroad,  has  produced  a  great  change  in  the  physical  condi- 
tion of  those  roads.  Therefore,  they  can  be  operated  very  much  cheaper  and  yield  a 
(roflt  where  nreviously  they  would  uot.  The  name  thing  is  ttae  all  over  the  country, 
remember  farther  back,  in  1886,  the  condition  of  most  of  the  SouthweeCero  roails 
particularly  woe  wretched,  I  investigated  one  road,  and  I  wrote  that  it  waa  not  an; 
rougher  than  the  Atliintic  in  an  ordinair  g:<\e.  That  waa  about  the  condition. 
Take  thia  same  road,  which  is  now  the  St.  Louis  and  Sonthwestern ;  it  ia  a  fine  road. 
Of  eoDTte  the  etook  holders  have  bail  to  contributo,  Enormons  amonnts  of  money 
were  raised  by  nssesamenta,  and  the  result  is  that  the  condition  of  the  railroads  in 
the  United  States  la  the  besi  in  the  world,  where  it  naed  to  be  the  wont. 
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or  16  years  »go  «U  we  hoped  for  k 

PROPOSED   BILL    TO  XKABLB    THK    INTBRBTATK   COUMBBCK  COMMISSION    1 


Q.  Does  tbe  law  of  the  United  8t»tea  at  the  present  time  antlcientl;  safegDard 
the  inTeator  Id  the  matter  of  railroad  flnancet — A.  1  do  not  think  the  law  safegnarda 
him  at  all,  except  th»  common  law  agalnat  fraud  and  larmmy;  I  do  not  know  whether 
there  in  any  other  law. 

Q.  Hare  yon  any  Bugfc"^"*""  ^  make  reiipectiDg  the  enlargement  of  tbe  powers 
of  the  Interstate  Commerce  CoiumisaioD,  or  by  a:ir  either  means  providing  for  ancb 
proteotlonT— A.  At  the  time  when  I  InrestiKated  ti.e  aHairs  of  the  Reudlng  Kail- 
road — 1  mude  this  JnTestiKatioii  for  tbe  trastee  of  the  bonds  in  1893—1  became  very 
mnoh  interested  in  tbe  suliject  from  a  good  toany  points  of  view.  I  then  drafted  a 
bill,  which  was  Introdoced  in  Congress  hy  Mr.  Btraas,orNew  York,  in  tbe  House,  and 
by  Hr.  Cnllom  in  the  Senate,  for  exteodttig  the  powers  of  the  iDteratate  Commerce 
CommisaluD  to  preveDt  t'rande  on  otockholderB ;  and  among  tbe  provigionn  of  the  bill 
the  one  1  relied  on  more  than  any  other  waa  an  eiaminatioo  of  railroads  based  on 
the  method  of  examining  banks — that  is,  that  there  sbontd  be  a  regular  United 
State*  eianiinattou.  There  were  other  proTialons  abont  receiTembiph  which  I  felt 
onght  to  be  remedied.  I^'or  instance,  the  old  method  always  was  that,  when  the 
president  bad  bad  luck — to  pnt  it  in  a  mild  form— had  bad  luck  so  that  the  road 
went  into  the  hands  of  a  receiver,  he  waa  immediately  appointed  a  ri^ceiver,  on  tbe 
gronnil  that  he  was  most  I'limiliar  with  the  road.  My  ground  was  that  if  bis  famili- 
arity brunght  on  ruin,  it  was  the  best  thing  to  hare  some  other  partv  who  wa«  not  > 
'"■■"■•  .  -.  .     ■edinthel' -' 


There  were  various  other  provisions  embodied  In  the  bill  at  the  time, 
and  It  was  favorably  considered  among  the  members  of  the  railroad  oommittee,  bat 
action  was  postponed  until  it  was  too  late,  so  nothing  came  of  it. 

1.DVANTAOB6  0¥  A   BTSTBMATIG   OOVBRHMKNT  INSPBCTnOH  OF   RAILROAD   ACCOUNTS. 

<}.  Yon  regard  as  feaaihle,  then,  a  systematic  inspection  of  railroad  aoooontst — A. 
Joat  as  easy  as  inspection  of  banks;  there  is  no  difference. 

Q.  You  say  that  in  tbe  light  of  experience  as  a  procticnl  railroad  financierl— A. 
The  management  is  snpposed  to  give  the  stockholders  all  tbe  facts.  All  the  railroad 
reports  go  into  great  detail.  Why  not  have  the  reports  aiamintKi  by  a  United  Stares 
examiner  to  see  that  they  are  correct!  It  is  only  carrying  out  what  tbe  maDagement 
proposes  to  do  an.vhuw. 

Q.  At  the  time  of  wbicli  you  spoke,  were  these  full  and  complete  railroad  reports 
accurate  in  tbe  bonk  keeping  so  as  to  show  the  state  of  tbe  earniugsl — A.  They  were 
aconrate,  but  when  you  come  to  the  question  of  the  solvency  of  the  debtors,  how 
eouldyou  tell  ihiit  IVomtiguresf  If  the  Philadelpbiaaud  Reading  Railroad  advanced 
to  the  Atlantic  City  sistem  91,000,000,  it  appeared  ou  its  tracks  as  an  advance,  us  an 
asset  of  91,000,000  under  an  advance  to  a  leased  line.  The  reports  will  be  correct 
•stoBgnres.  If  the  Pbiludelpbia  and  Reading  Railroad  Company  inserted  among 
its  earnings  so  much  freight  earne<l  from  tbe  Philadelphia  and  Reading  Coal  and 
Iron  Company,  it  wnnld  t>e  correct  as  to  Hgnres,  but  yet  extremely  misleading  as  to 
Haots. 

Q.  You  would  then  have  your  examination  cover  not  merely  tbe  correctneite  and 
veriScation  of  balances,  but  aUo  include  an  actual  examination  of  all  securities 
ownftd  by  the  road,  and  an  eiaiiiiDation  as  to  the  fnctsi — A.  Yes;  whether  or  not 
these  vanouB  credits,  these  varioas  aavaaces,  have  any  substantial  value. 

Q.  Do  yon  recogni/e  any  disadvantages  in  a  systematic  iuKpection,  owing  to  the 
fact  that  it  reveals  the  inner  policy  of  tlie  company,  and  might  sometimes  ei in larrass 
the  management  in  carrying  out  incomplete  projectsf — A.  Does  it  not  reveal  the 
Inuerpolicy  of  bauksf  We  arc  supposfd  to  have  trustworthy  men  for  examiners 
who  will  not  reveal  what  i«  not  proper  to  reveal. 

IliTIRSTATB   CUMMBRCK   <-0MMIKH10N  TUB  PROPVB   DEPOSITARY  OP  THIS   J-OWKR. 

Q.  Do  you  l>elieve  tliat  Ibe  Interstate  Commerce  Commission,  as  independently 
orgauized,  mn  safely  be  intruHte<l  with  power  to  conduct  such  a  evstematio  exam- 
ination!—A.  That  is  where  it  should  be  intrusted. 

Q.  (By  Mr.  Philups,  )  Do  you  think  that  the  decision  of  the  Interstate  Commerce 
Commission  in  any  given  case  should  be  binding  until  it  is  reviewed  by  a  higher 
«onrtf— A.  That  is  a  very  dlCBcult  legal  question.  I  shonld  not  like  to  give  a~ 
opinion  oi   "    ' 


'.t,K>t^lc 
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cot. 


t  atadied  inffl- 


TBB  ATTXKPT  TO  SXCURR  CONTROL  OF  TBK  NORTHERN  PACIFIC  RAtlXOAD. 

Q.  <B7  Mr.  RiPUT.)  Have  von  foUowed  at  all  cIomI;  the  reoeot  fttt«mpta  to 
seoure  control  of  ths  Northern  Paoiflo  BailroadT— A.  Of  oohtm  I  Te*d  »gi«at  de«l 
abont  it  in  the  papers. 

"    Are  you  an  atlome; T— A.  Oh,  ytt;  yean  ago  I  used  to  be  an  instrnotor  in  the 
mbls  Law  School. 

„.  Tho  Htatement  was  made  in  the  pieaa  that  anit  wonld  be  brought  for  an  f  qjniio- 
tton  to  oompel  a  aettlemeiit  on  a  basiB  of  150  with  thoHe  who  had  aold  the  atook 
short.  Have  yon  seen  a  Htatement  of  that  and  the  groands  for  itT— A.  Yea.  The 
gronnd  for  the  injanotion  was  that  where  there  ta  an  impoMibllity  of  performing  a 
eontraot  it  oan  not  he  enforced.  It  ia  ud  old  pTtnciple  of  the  common  law  where 
there  is  an  aotnal  physical  impossibility  of  performance. 

Q.  Have  Tou  any  knowledge  of  a  comer  of  this  particolar  oharacter  at  any  pre- 
TioDstimeT— J     '        .........  . 

Q.  You  have 
tbiat— A.  No;  I  have  not. 


Q.  Yoa  stated  that  yon  went  abroad  In  the  interest  of  the  exportation  of  hard 
'ooal  to  Enropef — A,  Yes;  that  was  part  of  my  miasion. 

Q.  Have  yoa  any  statement  to  make  respecting  that!— A.  1  thought  that  would 
be  tbe  best  way  of  solving  the  difficulties  of  marketing  anthracite  coal  in  anlUciflnt 
qnanti ties,  and  J  fonnd  there  waa  a  very  targe  field;  but  the  difflcitlty  was  entirely 
with  the  shipper.  In  other  worda,  yon  sent  oot  yonr  load  and  there  was  no  retnm 
fteight  compatible  with  profit— i nan ffloient  qoaniitiea,  I  mean,  to  Inenre  a  profit  on 
the  transaction.    That  waa  the  whole  tronble. 

Q.  The  entire  difficulty,  then,  in  establishing  a  large  export  trade  in  ooal  ia  the 
difflonlty  of  aeonring  tbe  return  freights — A.   Yea. 

Q.  Haveyoaanypropoaition  tomakereapectingthatt — A.  Yonmean  ship  subsidy t 

Q.  Yes.  or  otherwise.— A.  While  1  am  not  an  expert  on  that  qneetjon,  Ifcnowthat 
a  ship  SDhaidy  would  have  been  very  valuable  for  the  export  trade  of  onr  coal, 
becanee  it  wonld  have  given  ns  a  chance  to  send  the  coal  over  and  rely  on  eDons)) 
assistance  fW)m  the  subsidy  to  get  back.  That  indnstry  would  be  created  immedi- 
ately, I  think. 

UKDBSIRABIUTr    ( 

<{.  (By  Mr.  Btihsoh.)  Wonld  yon  take  a  general  position  in  favor  of  legislation 
against  the  control  of  stock  of  one  railroad  by  another! — A.  I  think  that  wonld  be 
a  great  mistake.  I  will  just  make  a  oompariaon.  Take  the  Southern  road,  with 
which  1  am  familiar.  Formerly  there  waa  a  lot  of  disjointed  roada,  very  slow  time, 
very  poor  cars,  and  very  nDBatiafactory  in  every  respect.  They  came  into  this 
one  system,  the  Southern  road,  and  now  yon  see  fast  service,  excellent  track,  every- 
thing in  the  interest  of  the  public.  Of  course,  It  is  a  very  serions  qneation  bow 
Ar  dat  should  ^o,  but  I  do  not  think  we  need  he  afraid  that  it  will  go  too  far. 
Yon  aee  now  this  very  matter  that  you  bronght  up,  thin  question  of  the  control  of 
the  Northern  FaciHo.  The  railroalda  of  this  country  will  not  come  into  a  single 
hand;  that  ia  certain.  There  are  too  many  people  with  their  own  ambitiona  to 
allow  any  aiugle  intereat  to  obtain  control  of  all.  But  how  far  it  can  go  with  proHt 
to  the  country,  and  where  it  should  atop,  of  course  is  u  i|neetiou  very  difHoult  to 
anewer;  but  I  am  perfectly  aatiatied  that  it  wonld  be  a  mistake  to  prevent  a  railroad 
from  controlling  and  leasing  othen  that  connect  with  It. 

KXTBNT  TO  WHICH  THB  lUILSOAUS  COKTttOL  COAL  I.ANDS  AND  THE  HININQ  OF  COAL. 

Q.  In  my  practice  I  had  a  client  come  to  me  with  a  large  tract  of  bitumlnona  ooal 
landa  for  sale,  and  I  was  told  hy  a  great  many  )ieople  uat  tfaey  bad  to  be  sold  to 
some  of  these  oombiDatioiw  —  A.  Tbu  qnnntity  of  bltumiDOUS  ooal  laud  ia  ao  enor- 
mous that  theyreally  have  relativelv  little  market  value.  The  anthracite  lands  are 
very  difflonlt  to  boy.    There  are  relatively  few  of  tbe  old  individuiri  holders  left, 
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ftad  if  thej  had  to  aell  them  thej  would  sell  only  to  the  railroad  cnmpanieB.  It 
il  ii[>t  worth  while  to  anybody  else  to  buy. 

(j.  They  ouD  sell  only  to  railroHd  conipaiiieBt — A.  Well,  of  oonrae,  a  Ki^At  man;  of 
the  old  large  mioera  exist,  the  very  large  minera  liVe  Coxe  Brotbert,  bat  to  go  iu  and 
mine  a  eiiiall  property,  with  the  expenae  of  mining  and  the  railroad  flreiKht  added. 
In  not  a  thing  that  penple  would  care  to  Ten  tare  in  very  mDota.  Those  wlio  bare  the 
bDiineae  and  eipeneaoe  will  stay,  but  new  people  are  not  tempt«d. 

Q.  l>o  the  railroad  oompaniea  In  general  make  any  effort  so  to  oontrol  the  situation 
that  coal  ran  not  be  mined  except  in  snob  lands  aa  tbey  choose  to  sAoiire  the  lease 
off — A.  Well,  there  is  what  they  call  an  understanding.  They  have  always  bail  an 
apportionment  amOD|f  the  railroads  that  each  company  should  carry  so  much.  I  do 
not  know  whether  it  is  in  effect  now,  btitit  was  for  years.  This  is  necessary  j  other- 
wise tbe  ooal  lands  would  be  depleted  at  ruinous  prices.  The  trouble  is  thrre  ie  not 
enough  demand  If  there  were  enough  demand  for  anthracite  coat  to  take  every- 
thing tb.it  is  marketed  there  would  be  no  trouble.  Now,  if  eicport  traile  oould  be 
eatablisbed.  tbat  would  increase  the  demand  am)  everybody  could  miue  all  Ue  wonld 
like.    Ab  it  is  to-day  tbe  demand  is  qalte  restricted,  relatively  speaking. 

POaeiBILITlltS   FOR   ANTKKAGITB  COAL  IN   THE   FORBION    MARKET. 


<J.  IstbereanyiDaTket  in  England  for  anthnMltet — A.  Oh,  1  think  there  would  be 
a  large  market  in  England,  France,  Germany,  and  Italy. 

Q.  They  have  no  objeotiona  to  itf — A.  On  the  contrary,  they  &tot  it;  they 
like  it. 

(Testimony  closed.) 


Wasbinoton,  D.  C,  Jfay  tO,  1901. 

TESTmOVT  07  HE.  TILLIAM  K.  WHEXLEB, 

Htpratittttig  Paotfte  Coait  Jobbtr^  AuooiaUen. 

The  special  Bubcommisaion  met  at  S.46  a.  m.,  Mr.  A.  L.  Harris  presiding.  At  that 
time  Hr.  Wiliiain  R.  Wbeeler,  of  San  Francisco,  Cal.,  a  wholesale  hardware  merchant, 
was  introduced  as  a  witneas  and,  being  duly  sworn,  testiHed  as  follows : 

Q.  (By  Mr.  Biflev.)  Mr.  Wheeler,  will  you  state  your  full  name,  yonr  oconpation, 
your  addreu,  and  any  other  details  aliotit  your  representative  position  f— A.  William 
ft.  Whpeler;  wholesale  hardwsre;  address,  1215  ,loue8  street,  Sun  FranciBco.  We 
have  bonses  also  in  t^acrnmento  and  J.os  Angeles,  no  tar  as  our  biisiuess  is  concerned. 

S.  What  is  your  relation  to  iho  board  of  trade,  and  do  you  tepreaenf  any  coiomer- 
orgnnii'Btiou T — A.  Yes;  so  far  aa  the  board  of  tratle  is  concerned,  my  bouse  ie 
a  memlier  of  it.  b«  are  nil  other  wholesale  houses.  The  board  of  trade  in  !Saa  Fran- 
cisco, however,  I  would  remark  incidentally,  is  not  of  tbe  same  general  character  is 
hoards  of  trade  in  general.  It  is  merely  an  association  of  wboles.ilii  niercbantx  who 
use  it  almost  solely,  in  fact  solely  without  any  QunliKcatiouiTbT  the  purpose  of  econ- 
omi^ing  tbe  settlement  of  bankrupt  eetates.  Wo  eniploy  two  lawyern  in  tbe  board 
of  trade  and  have  a  legal  department  that  handles  all  bankrupt  estates,  and  by  the 
concentration  of  tbe  work  into  one  set  of  hands  and  the  joining  of  issnes  on  tlict  part 
of  nil  the  uiercbaute  in  tbe  case  more  is  saved  in  tbe  admin istratiou  of  the  estate 
for  tbe  creditors  than  would  otherwise  be  secured. 

Q.  Are  you  not  here  in  some  represeutntive  capacity  before  tbe  Interstate  Com- 
merce Commission T— A.  Yes;  we  have  on  the  Pacihc  coast  an  organl^atLoti  known  as 
the  Pacilio  Coast  Jobbers  and  Hannfocturere'  Association,  which  has  a  tucmlierHhip 
in  all  tbij  Paciiio  coast  citiea  ftom  Washington  and  Puget  Sound  to  Simtiago. 
_Q.  Will  you  HMt«  tbe  railroad  situation  so  far  as  California  is  I'uncerned,  and  par- 
ticularly the  nature  of  the  case  now  being  prosecuted  here  l>efore  the  Interstate 
Commerce  Commissionf  Of  what  do  themerobiints  complain  in  this  ctKi'  or  in  gen- 
eral in  other  wayst — A.  The  trans oontiueutal  railroads,  m  establixbing  tlieir  tHrilfs 
after  tbe  completion  of  the  first  ttanscontinentat  rnilway,  and  tbe  name  remark 
applies  that  1  am  about  to  make  to  all  subsequent  trans  con  tineutiLl  rnilwa.vs  a«  thuy 
were  completed,  found  tbemselves  face  to  face  with  tbe  competition  of  tbe  sea 
carrier  between  New  Yolk  nnd  San  Frannisco,  anil  other  I'aciHc  coast  termini  of  tbe 
roods  Nerving  San  Frauoiseo  and  other  roads.  How  to  meet  tbls  competition  was  a 
problem  which  presented  itself  to  tbem.  In  order  to  do  business  between  Atlantic 
seaboard  cities  and  Pacific  seaboard  cities  they  were  obliged  to  make  rates  to  meet 
this  sea  aompetition  after  making  due  allowance  for  extra  time  in  transit,  marine 
insurance,  liability  to  salt-water  damage,  and  general  inconTenieuce  occasioned  by 

iSeealntMtlmonyoINr.  J.C.SlubtMloUowing.       ■■  I  A  lOtWTC 
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comiietitioD  from  New  York  tbe  railroBils  incurred  tlie  diapletMure  of  certniu  iblaud 


eoaat,  thna  bringing  abont  what  are  Icuowd  au  postage -stam])  mtea.  They  t 
careful,  however,  to  confine  the  poat:tge-Btamp  rates  to  their  Eaatem  termini  in 
mittin);  rates  to  be  postage  stamped  west  of  tlie  Misi 


11  may  explain  exuctly  what  yon  mean  by  postage- stamp  rates.  Do  yon 
mean  that  the  rate  is  the  same,  iiTfspective  of  distance,  anywhere  east  of  the  Mis- 
siasiiipi  Riverf— A.  Ym.  The  term  "postage-stamp  rates"  tubes  jt«  origin  from  the 
letter-carrying  system  of  the  Oovernment.  'I'be  purpose  of  this  policy  on  the  part 
of  the  Western  roads  was  to  bring  business  as  near  to  their  hlaiitera  termini  m  possi- 
ble— to  bring  thi^  origin  of  business  as  near  the  Eastern  termini  fts  possible,  thns 
ancuring  to  themselves  the  greatest  ]>ossibIe  amount  of  revenue  ont  of  the  buainess. 
In  the  establish nient  of  theHe  sea  competitive  rales  the  trunscinitiueDtal  railway* 
took  due  recognition  of  values,  density,  liability  to  damage,  etu.,  wbeu  goods  were 
shipped  by  sea,  and  made  a  taritT  whicb  prauticalJy  conlineil  sea  ccimpetitive  ratea 
to  the  competition  as  it  existed.  It  wa«  the  ronstant  nim  and  effort  of  the  trans- 
continental railways  to  control,  and  thereby  minimize  as  farna  possible,  the  competi- 
tion of  the  sea  carrieri.  In  these  efioTta  they  were  anvcessful  to  such  an  exteDt  that 
the  nieri'hnnts  nf  Sun  Francisco,  to  break  the  monnpulj  then  eiisting,  OTranized  m 
eteauisbip  line  on  the  Pocitle  to  be  rnn  in  connection  with  the  Panama  Railroad  ftnd 
Its  steiimship  line  on  the  Atlantic,  tlma  creating  a  through  ronte  from  New  York  lo 
Sail  Kranoisco.  Tliemercbaotaof  SanFrnncisc«,  fnrthermiire,  suliaidized,  orenconr- 
aged  by  guarantiee,  the  csjabliahment  of  a,  rival  line  of  olipper  ships  aronnd  Gape 
Horn.  Tiiese  actions  brou)(ht  about  a  violent  competition  betw«en  tbe  railroads  and 
the  sea  carriers  anil  a  Iiitl«r  rate  war  ensued.  In  this  rate  war,  aa  in  alt  war  meaa- 
nres,  whether  coramcrcial  or  international,  all  recognized  rational  measures  or  ays- 
tema  previously  establiBhed  were  broken  down,  aud  rates  generally  flattened  oat 
between  the  Atlantic  and  thti  PaeiQi; — or  between  the  territory  east  of  the  Missonri 
River  and  the  Pacific  roastcities — to  such  a  degree  as  to  show  little  or  no  dilferene« 
between  oarlood  and  less  than  rnrloail  lots,  so  as  to  maintain  no  difference  between 
carload  and  less  than  carload  r^ites,  anil  to  ignore  values  and  proper  elements  which 
had  heretofore  entered  Into  the  establishment  of  sea  competitive  rates.  This  r»te 
war  con  tinned,  according  tothe  best  of  my  rceullectinn,  during  1893  and  1894,  when  the 
steamship  line  was  abandoned  and  tbe  Paniima  Railroad  Company  renewed  it4  rela- 
tions with  the  Pacific  Mail  Steamitiip  Company.  The  conditions  existing  before  the 
freight  war,  however,  were  not  restored,  so  far  as  freight  tariffs  were  concerned. 
Rates  were  advanced  to  some  extent,  but  carload  differentials  existing  before  tbe 
freight  war  were  not  restored.  During  tbe  period  when  these  iinnatur^  conditions 
prevailed  the  Middle  West  jobber  was  enabled  to  go  mlo  Pacific  coast  territory 
and  secure  an  abnormally  large  share  of  boHlneae,  In  lact,  he  was  mablng  sncK 
Inroads  upon  the  business  of  the  Pacific  couat  jobbers  that  the  latter's  share  of 
profits  upon  investments  was  entirely  inadequate. 

As  the  freight-taritl'  conditiouH  were  p;irticularly  burdensome  with  regard  to  hard- 
ware and  iron  and  steel  products,  the  jobbing  tratlu  of  tbe  PactfiG  coast,  through  its 
organisation,  the  Pacific  Coast  Hardware  aud  Hetal  Aasociation,  entered  a  protest 
against  tbe  prevailing  transcuntinenlal  freight  turitl'  and  recommended  certain 
obiiuiieii  therein,  ali  of  which  wore  baaed  upon  the  precedents  established  by  tbe 
trBDSContinental  turifl'n  in  effect  before  the  freight  war  before  mentioned.  After 
severHl  hearings  which  were  granted  to  the  Pacific  coast  liardware  trade,  at  which 
were  representatives  of  the  Middle  West  hardware  trade  as  well  na  the  trade  bodies, 
the  transcontinentat  railroads,  i<t  a  meeting  held  in  May,  1898,  at  Milwaukee,  issned 
a  taritt',  which,  while  it  only  in  a  measure  restored  the  conditions  esisting  before  the 
fteigbt  war,  w««  more  ganeially  satisfactory  to  their  Pacific  coast  patrons.  The 
Middle  West  jobber,  having  l>een  educated  by  the  abnormally  low  rates  and  the 
elimination  of  carload  differentinis  consequent  upon  the  freight  war  to  look  upon 
tlie  Pacific  coast  as  a  part  uf  liis  territory,  immedi.itely  protested  against  the  Mil- 
waukee tariff.  In  fact,  the  Midille  West  jabber  was  claiming  as  a  right  what  bad 
been  granted  lo  him  by  the  railroads  as  a  war  expedient. 

The  continued  efforts  of  the  Middle  West  jobber  to  tear  down  thcMilwankee  tariff 
were  snccessful  in  the  cose  of  the  (Ireat  Northern  and  the  Northern  Pacific  railways, 
thone  roads  issuing  a  supplementary  tariff,  effective  May  t,  1899,  reilncing  carload 
differentials  and  ignoring  in  a  large  meaaure  the  elementary  basis  of  a  sea  competi- 
tive tiiriff,  bat  applying  thereto  sea  competitive  rates.  This  was  followed  by  a 
vigorous  protest  from  tbe  Pacifio  coast  fobbers.  The  delegation  waited  upon  the 
tariff  r.nivialB  of  Haid  roods  at  St.  Pnut  May  23  and  24, 1899.  At  this  meeting  a  large 
represeiilatiou  from  the  Middle  West  was  present.  The  Pacific  coast  rlelegation  pre- 
sented their  argument  and  were  replied  lo  by  the  Middle  West.  As  the  Paciflo 
ooMt  people  bad  anticipated,  the  traffic  officials  of  these  Nocthem  railways  deolinad 


W.    B.    WHEELEK: — TRANSPOBTATION   TO   PACIFIC    COAST.       745 

to  recede  fiotn  the  position  they  IfaA  taken.  This  led  the  Middle  West  people  to 
look  fui'  like  action  on  the  part  of  the  roads  leading  into  Caltfot-Dia,  the  taritl's  iii>  to 
this  time  baring  been  very  geuerall;  identical  as  to  Pacific  coast  points.  The  (^lili- 
fomift  rosds,  however,  paid  no  attention  to  the  action  of  their  Northern  neighbopH, 
bnl  oontinned  the  operation  of  the  Uilwankee  tarllf. 

Failing  to  aecare  a  departore  therefrom  bj  moral  suaaion  or  force  of  example  nf 
the  NortAeru  roads,  the  Middle  West  Jobbers,  through  the  St.  Louis  trafBc  bnrenu, 
begui  suit  against  the  transcontinental  railways  to  enforce  the  desired  reformations 
in  the  transcontinental  freight  tariff.    Their  complaint  involves  3  isenes: 

First.  They  declare  that  rates  should  be  graded;  that  is,  that  a  lower  rate  sbonJil 
exist  from  St.  Lonis  than  from  Chloago,  and  a  lower  rate  from  Chicago  than  from 
New  York. 

Second.  That  carload  dlflereutials  should  be  minimized,  or  that  there  should  lie  n 
very  material  rednction  in  carload  differentials  from  thoee  shown  lu  the  Milwankee 
tariff. 

Third.  That  blanket  descriptions  shonld  be  adopted.  By  blanket  descriptiiins  I 
mean  that  a  variety  of  articles  widely  diverse  in  valne,  density,  and  liability  to 
damage  shonlil  be  permitted  to  be  packed  into  a  caee  and  a  common  rate  applied  to 
all,  said  rate  being  nut  in  eioesa  of  sea  competitive  rates  generally. 

Q.  The  whole  contest,  then,  is  one  between  the  Middle  West  and  the  Pacific  const 
Jobberst— A.  Yee. 

Q,  Who  can  decide  that  oontioTersy  aa  a  matter  of  fact  to-day  I  That  Is  to  say, 
who  can  determine  which  of  those  two  sets  of  Job1>eT«  shall  do  the  buslneesT — A. 
The  Sopreme  Cunrt  of  the  United  Stately. 

Q.  Bnt  until  a  decision  by  that  oonrt,  does  the  power  to  make  this  adJnBtment  rest 
absolutely  with  the  railroails  by  their  sidjastiuent  of  ratesf— A.  It  does;  yes. 

Q.  Do  you  appreciate  that  in  pUBbing  a  case  before  the  Interstate  Commerce  Com- 
mission you  mity  have  torepeatitorcarryittotheSapremeCourtT— A.  Wedo;  yes. 

Q.  Would  yonr  organization,  and  do  yon  think  the  merchants  of  California  lu 
gencrul  would,  welcunie  an  enlargement  of  the  powers  of  tlie  Interstate  Commerce 
Commission  I—A.  They  would. 

if.  And  that  they  would  be  williiiKtotrnattheiaanetothemf— A.  Yen.  Ifeelthat 
the  Inietetate  Conimerce  Commiasion — and  in  saying  this  I  believe  that  1  pretty 
generally  reflect  theaentimentof  all  with  whom  I  have  conversed  upon  tbeHubject — 
should  be  given  the  power  to  euforce  its  rulings:  not  that  the  railroads  should  not 
have  the  right  of  appeal  therefrom,  bnt  I  would  put  the  borden  upon  the  railinodH 
and  not  upon  the  Intt^txtBte  Commerce  ComiiileBtnn.  As  the  law  isto^lay  constituted, 
as  I  unileistaud  it,  the  luteratate  Commerce  Commisaron  is  obliged  to  go  into  the 
courtH  to  enforce  its  own  rulinge.  Now,  it  appears  to  me  that  their  mlingH  would  be, 
or  should  be,  self-operative;  thattbelrrulingB  most  be  respected  the  same  aa  a  court's 
ruling ;  and  if  the  railroads  object  to  the  rmings  the;  should  go  into  the  couna  and 
appeal  therefrom,  and  not  force  the  Interstate  Commerce  CommissioD  to  go  into  the 
courts  to  enforce  its  decisions. 

Q.  The  railroads  have  maintained  at  times  that  there  was  nn  adequate  protection 
for  shippers  because  the  lnt«Test  of  the  railroads  and  the  shippers  was  the  same; 
that  is  to  say,  that  rates  property  adjusted  would  produce  the  maximum  volume  of 
business.  From  what  yon  say  I  should  judge  that  it  is  not  always  true  that  the 
interest  of  all  the  shippers  Is  identical  f — A.  No. 

Q.  And  that  a  railroad  may  prootii^ally  put  business  Into  the  hands  of  one  part  of 
the  country  as  against  another! — A.  'lliat  is  Just  it. 

Q.  By  the  adjustment  of  its  rates! — A.  I  do  not  believe  generally  in  destroying 
the  geographical  advantage  of  any  city.  It  is  that  geographical  advantage  that 
builds  the  city  up,  to  begin  with,  or  that  canaes  its  foundation.  It  mutters  not 
whether  it  is  actually  a  hamlet,  a  town,  or  a  city.  Every  one  of  those  oues  its 
eliatence  to  some  geographical  advantage  with  relation  to  the  surrounding  country. 
It  may  be  a  hamlet  tliat  is  located  in  the  middle  of  a  little  productive  valley — at  a 
crossroads  perhaps.  It  serves  a  certain  radius.  Or  it  may  be  a  city  like  San  Krao- 
oldco,  at  the  gHtRiray,  as  we  are  pleased  to  term  it,  of  the  Pncttic  const.  The  people 
who  pioneered  San  trancisco  did  not  go  there  because  of  the  beauty  of  its  location 
or  because  the  climate  was  particularly  attractive.  They  went  because  of  itH  com- 
mercial poMibilities.  They  recognized  it  aa  the  entrepot  to  the  Pacific  coaHt,  aud 
the  wiadom  of  their  action  haa  been  demonstrated.  That  was  when  goodH  uioved 
by  sea  entirely.  San  FranoiHoo  became  the  gateway  to  the  entire  Pacific  ouaat. 
Goods  were  diatributed  up  the  riven  or  redistributed  from  San  Frauciscii  up  the 
coast  and  down  the  coast  aad  bock  into  the  interior  by  team,  and  finally  local  rail- 
ways were  bnilt,  which  in  tarn  became  distributive  agents,  and  lu  the  course  of 
time,  08  I  have  already  said,  the  transcontinental  railway  was  bnilt. 

Now,  iu  San  Francisco  we  believe  that  sea  eompetitlve  rates  should  be  confined  to 
the  points  where  the  aea  competition  exists;  and  as  I  Interpret  the  I Dt«n»tatt! -com- 
merce law  aa  a  layman,  it  is  very  plain  upon  that  point.    Ilie  fourth  aectioD  alates 
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that  no  waiver  of  the  lonn-and-short-haiil  olaiue  may  be  made  where  clTonmstaDoaa 
are  similar.  It  is  the  diBsimilaritr  of  circiiiuHtaDc'eB  that  permits  a  waiver  of  the 
long  and- short-haul  clanse,  and  the  disaimilarity  of  ciTonmstanoea  is  that  between 
San  Francisco  and  Kew  York  eiiats  God's  highway,  which  any  ship  oarrying  the 
AaK  of  this  country  may  use  as  a  free  right  of  way  there.  It  is  a  small  iuTONtmeDt 
to  build  a  ship,  comparatively  speakiug.     That  vessel  can  load  at  New  York  the 

EToduct  of  the  factories  on  the  Atlantic  seaboard  and  of  the  Middle  West  to  be 
auled  to  New  York  from  ChicnEo.  There  they  find  water  competition  aronnd  to 
San  Francisco.  They  do  not  find  it  at  Chicago.  The  railroads,  if  they  wonld  cany 
business  between  the  Atlantic  seaboard  and  the  Pacitio  seabioard,  mnst  meet  tbfa 
water  rate.  Chicago  and  81,  Louis,  ignoring  the  basis  of  this  rate,  say:  "Here  we 
are  nearer  !>an  Krancisco  than  you  are  there  in  New  York.  We  are  a  shorter  dis- 
tance than  you  are;  therefore  we  should  have  a  lower  rate  than  New  York  has." 

Q.  Which  tbey  do  not  have  at  the  present  time  f — A.  Atthepreaenttime  tbeyhare 
a  postage- stamp  rate.  The  railroada  in  a  spirit  of  compromise,  so  to  speak,  while 
they  sa.v  to  Chicago  that  "Logically  yonr  rates  should  be  higher  than  New  York's 
to  Han  FranciHvo;  while  you  claim  it  should  be  lower,  we  claim  it  should  be  higher. 
Yon  claim  it  should  be  tower  by  the  share  of  the  rate  from  New  York  to  Chicago 
that  should  he  cut  out  of  the  transcontinental  rate  in  establishing  the  Chicago  rate, 
giving  you  the  benefit  of  yonr  contiguity  t«  Sao  Franoieco  as  against  New  York. 
We  claim  that  at  New  York  the  baais  ot  the  rate  Is  the  sea  couipetition,  which  is 
forced  upon  ns,  and  that  you  should  Bnt  pay  the  rate  to  New  York,  where  you  can 
avail  yourself  of  that  sea  oompetitiou,  which  wonld  Increase  yonr  rate  at  Chicago 
over  that  of  New  York  by  this  same  cost  between  Chicago  and  New  York."  One 
wants  it  higher  and  the  other  wants  it  lower,  so  to  speak,  and  tbey  compromise  by 
making  it  the  sanip,  or,  in  other  words,  extending  the  pottage-stamp  rate. 

Q.  As  far  as  St.  Paul T— A.  As  far  as  St.  Paul  and  St.  Louis  and  Hiuneapolis  and 
Omaha  and  fit,  Joseph.  Now,  In  the  Denver  decision,  which  in  my  opinion  is  one 
of  the  best  decisions  thai  the  commiasion  has  ever  rendered,  they  call  attention  to 
the  inconaialency  of  applying  sea  competitive  rates  to  points  not  possessed  of  sea 
competition;  and  while  they  apeciflcaUy  state  that  that  is  not  an  issue  before  them, 
they  do  state  that  the  railroads  having  granted  Chicago,  St,  Lonis,  and  Kansas  City 
sea  competitive  rates,  or,  in  other  words,  that  the  railroads  having  departed  Axtm  the 
sea,  that  the  sea  competitive  rates  to  the  coast  must  be  consistent  in  their  very 
inconsistency  and  not  draw  the  line  at  the  Missouri  River,  but  must  give  Denver, 
Coto.,  the  same  sea  competitive  rate,  and  they  must  give  It  to  Salt  Lake;  whereas 
the  railroada  have  been  drawing  the  line  at  the  river,  thus  making  the  rate  higher 
from  Denver  to  San  Francisco,  and  even  ttaia  Salt  Lake  to  San  I^ancisco,  than  it 
was  from  Chicago  or  St.  I^onis  or  New  York  to  San  Francisco.  That  was  all  done 
in  a  self  serving  spirit,  as  I  have  said  before.  The  railroada  terminating  at  the  Mis- 
souri River  wanted  to  create  buainess  at  their  eastern  termini,  and  in  that  way 
maximize  their  net  earnings. 

Q.  What  now  is  the  actual  competitioa  that  exists!  In  other  words,  what  goods 
go  by  water  at  the  present  time,  and  are  there  any  goods  whieb  would  not  go  by 
water  under  any  other  conditions  t — A.  There  is  a  large  volume  of  bnsiness  going 
by  water  at  the  present  time.  That  volume  ia  inoreasiug,  and  it  oonsists  of  partic- 
ularly heavy  goods — hardware,  groceries,  and  all  commodities  whose  value  is  not 
excessively  Dign. 

Q.  Does  structural  iron  go  that  way T — A,  Yes;  structural  iron.  I  am  not  in  the 
structural- iron  business,  I  would  say,  and  I  can  not  state  that  of  my  own  penonal 
knowledge ;  but  I  know  of  iron  analogous  to  atruotural  iron  which  does  oome  there. 
I  should  say  that  there  Is  no  reason  why  it  should  not  go  by  water.  Anything 
wherein  the  value  or  liability  to  damage  ia  not  great  can  go  by  aea.  Understand 
this,  that  in  shipping  by  sea  the  value  cuts  a  very  considerable  figure.  In  the  first 
place,  with  a  sailing  vessel  It  meaiia  a  matter  of  4  months  longer  than  by  rail.  Now, 
those  goods  are  bought  and  paid  for  at  the  point  of  origin  and  that  amount  of  capi- 
tal is  lying  idle  when  it  goes  on  a  long  voyage  like  that,  and  the  interest  has  to  be 
oonsidered  upon  that  amoont  of  money  as  against  the  rail  hauX  which  is  shorter. 
In  other  words,  yon  have  to  add  to  your  actual  sea  freight  the  interest  on  the  money 
for  the  longer  time  that  the  goods  are  in  transit  over  what  they  are  by  rail.  You 
have  to  add  to  your  sea  rate  the  marine  insurance  which  doea  not  obtain  whi-i 


shipped  by  rail.  You  have  to  add  to  your  aea  rate  the  liability  to  Balt-wat«r  dam- 
age, which  does  not  obtain  when  ahtpping  by  rail.  Then  you  have  got  to  add  to 
your  aea  tat«  a  certain  percentage  to  oQaet  the  general  convenience  or  bringing  by 
rail  over  bringing  by  aea,  getting  your  orders  quickly.  It  is  not  a  matter  of  putting 
this  rate  againat  that  rate  when  you  come  to  a  hipping  by  sea,  That  is  wnat  we 
demand  the  railroads  ahonid  take  into  consideration  and  what  the  Middle  West 
have  requested  tbem  to  ignore. 

Q.  To  pass  over  that,  what  is  the  opinion  of  the  California  merchants  respecting 
the  consolidation  of  the  Union  Pacific  and  Soathetn  Pacific  railroads!    Do  they 
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reipinl  it  with  t»vor  or  otberwiMi  Do  the;  predict  any  effect  npoa  ratal  or  upon 
baelneM  in  general  t — A.  I  believe  that  the  establishment  of  ocean-to-ocean  railroad 
lluea  ander  one  oonttol,  knd  IC  eeems  to  me  very  evident  that  that  is  coming,  and  in 
the  very  near  future,  would  be  a  gooil  thin);  for  the  i'acific  coast  for  this  reason :  If, 
for  example,  the  Santa  Fe  Railro»l  was  controlled  or  owned  bv  or  coosolidatod  with 
the  Peniieylvania  system,  thus  forming  an  ocBan-to-oc«an  road,  then  thut  line  would 
oonHoe  its  sea  competitive  rates  between  points  where  sea  competition  exists  ia 
order  that  they  iniKbt  not  break  np  their  iotennediftte  and  local  hanls  where  they 
are  removed  from  that  sea  competitiun, 

Q.  Do  yon  mean,  in  other  words,  that  they  wonld  get  the  long  haul  from  New 
York  to  San  Francisco  on  certain  ooni mod itiea  instead  of  having  it  from  Chicagof — 
A.  Yes ;  not  that  they  want  tho  lonft  haol  at  the  lower  rate  or  even  the  same  rate 
as  against  Chicago,  bat  they  recognize  the  inconsistency  of  their  position :  they 
ftclinowlBdge  that  the?  arc  making  this  sea  competitive  rate  apply  from  Chicaco 
simply  from  a  self-serviug  lutereat,  and  that  it  is  inconsistent.  They  conld  affordto 
Bssome  the  consistent  position,  having  a  throngh  line  from  ocean  to  ocean,  and  con- 
fine their  sea  competitive  rates  between  the  pointH  where  sea  competition  exists,  and 
it  would  not  be  to  their  interest  to  give  Chicago  the  benefit  or  arbitrary  advantage 
of  sen  competitive  rates.  In  other  words,  to  make  that  clear,  a  Cbioago  railroad  or 
a  railroad  whose  eustem  torminns  is  in  Chicago  wants  to  hiive  all  the  goadn  it  can 
originate  in  Chicago  and  build  np  the  mannfacturing  of  Chicago,  draw  it  away 
Itom  the  Atlantic  seaboard.  Therefore,  they  give  the  Chicago  manufacturer  the 
benefit  of  the  Atlantic  seaboard  maanfactnrers  geographical  position.  The  Atlantic 
seaboard  mannfncturtr  has  a  natural  advantage,  which  the  Chicago  manufactiireT 
has  not,  to  oflset  this  relation,  and  the  Chicago  maonfoeturer  hns  an  advantage 
which  the  Atlantic  manufacturer  has  not  with  reference  to  the  Uississippi  Vallev 
territory.  But  theChicugo  man,  having  already  built  np  his  businesa  in  the  terri- 
tory which  is  naturally  his,  wonts  to  so  farther  and  reach  into  the  other  fellow's 
territory  oat  un  the  PaoiSc  coast;  and  while  he  has  not  the  geographical  position 
which  entities  him  to  it^it  is  arbitrarily  bestowed  upon  him  by  therailroads  serving 
Chtoago,  becaoae  the  railroads  serving  Cbioago  say,  "  We  have  not  any  place  in  New 
York ;  we  do  not  serve  the  man  at  New  York ;  we  can  not  get  bis  haul,  or  if  we  do 
we  only  get  apart  of  it;  we  have  to  pro  rate  with  this  other  road;  therefore  we  are 
not  Interested  in  building  Dp  Kew  York.  We  are  interested  in  building  up  Chicago." 
And  if  that  same  rood  hod  a  line  leading  t^om  New  York  to  the  Pacific  oosHt  than 
it  would  aay,  "Let  each  place  stand  upon  its  own  bottom  and  for  the  trade  that  is 
tributary  to  it  and  not  force  the  oombination  of  trade  to  get  territory  to  which  that 
trade  does  not  belong." 

Q.  (By  Mr.  Ripley.)  That  same  argument,  then,  wonld  make  the  people  of  the 
Pacific  coast  rather  complacent  over  tbe  union  uf  the  Great  Northern  and  the  North- 
em  Pacific  with  the  Chicago,  Borlington  and  Quincyf~A.  The  Great  Northern  and 
Northern  Pacific  union  with  the  Chicago,  Burlington  and  Qnincy,  sf  course,  gives 
those  two  roads  the  Burlington's  own  entrance  into  Chicago,  St.  Louis,  Omaha,  and 
Kansas  City,  as  the  Burlington  serves  all  those  cities.  I  do  not  know  that  it  would 
make  any  material  diSerenoe  to  us.     Personally  I  wonld  be  glad  to  see  those  roads 

Kt  control  of  a  road  leading  to  the  Atlantic  seaboard,  because,  on  the  theory  that  I 
ve  stated  here,  I  believe  it  will  work  out  oar  salvation.  I  <1o  not  want  it  to  stop 
with  the  Burlington.  It  merely  gives  them  a  station.  St.  Fan!  and  Dnlath  remain- 
ing their  eastern  termini,  it  increases  their  teruiinol  points  in  the  eaut  by  the  addi- 
tion of  the  Burlinston's  terminal  points,  that  is  all.  Having  acquired  the  Burlington, 
the  next  step  will  be,  I  believe,  nom  the  signs  of  the  time,  the  acquisition  by  them 
of  the  Erieor  some  other  trunk  line,  Jnst  as  I  believe  that  the  Vanderbllt  lines  nally 
in  fact  do  control  to-day  an  ooeaD-to-oceau  line. 

Q.  Yon  refer  to  the  Union  PaolQoT— A.  The  Union  Faoifio  and  the  Northwestern. 
The  Union  Pooifio  controlling  the  Southern  Pacitio,  and  the  Vanderbilts  contnlliog 
the  Union  Fftcifie  and  having  the  Northwestern,  would  give  them  an  ocean -lo-oceaa 

Q.  Would  tbs  con slmctinn  of  an  Independant  line  by  the  Burlington  to  the  Paoifie 
coast  have  any  bearing  on  this  general  situationf  The  project  has  been  mentioned, 
and  is,  in  fact,  said  to  be  at  the  bottom  of  this  opposition  of  the  Union  Faclflo  to  this 
union  of  the  Chicago,  Burlint^'ton  and  (jnincy  and  the  Great  Northern  and  the  North- 
ern Pacific— A.  1  have  heard  that  so  stated,  and  I  think  there  is  considerable  reason 
to  believe  that  It  might  be  so,  I  do  not  know  anything  about  it  authoritatively.  But, 
of  course,  the  more  railroads  wa  have  into  that  section  of  the  country  the  more  the 
oountry  is  developed  and  opened  up.  I  am  always  pleased  to  see  railroads  con- 
strncted  into  territories,  because  the  general  effect  is  toe  opening  up  of  the  country. 
But,  so  far  asftvight  rates  are  concerned,  I  sometimes  think  that  Ft  simply  means  one 
more  road  to  divide  up  with.  Therefore  they  say,  "Boys,  let  us  get  together  and 
pass  them  np  a  little.  We  can  not  afiTord  to  carry  as  cheaply  •■  we  £d  before. 
There  is  one  more  road  to  divide  with."  /  ~~  t 
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Q.  Do  the  merchants  complsin  any  more  of  oommeroial  dlMrlminationa,  tebstes— 
uiy  of  thoxe  practice*  that  aBDoIlf  prevail  daring  rate  w»nT    Do  thsr  exist  at  th« 

E resent  time,  so  far  as  yon  know,  to  any  eoasiderable  extent  f — A.  la  a  rate  war  there 
I  nooccasion  for  rebates.  Thsy  simply  ''soak"  therates  right  down  so  that  they  can 
not  make  any  rebates;  bnl  it  ie  irhen  the  war  is  off  and  ratee  ore  supposed  to  be 
maintained  that  the  rebates  come  in,  the  seeret  rebates.  We  are  apposed  to  rebates 
out  Uiere.  I  do  not  believe  there  is  a  shipper  on  the  Pacific  coast  bat  that  has  at 
some  time  or  other  received  rebates. 

Q.  They  haie  been  prevalent  in  the  past,  thent — A.  They  have  been  prevalent  in 
the  past.  At  the  same  time  the  thinking  ones  among  the  merchants  were  making 
every  elTort  to  prevent  them.  It  was  nrifed  that  the  Canadian  Pacific,  which  was 
carrying  busineBs  into  San  t'rancieco  b;  lU  line  via  Vancouver  steamships  down  to 
San  FranciHco,  thus  making  rather  a  rooailabout  line,  by  it«  claim  of  a  10  per  cent 
differential— itH  eDfoTcemcuC,  in  fact,  of  a  10  per  cent  ilifferential  below  those  of  the 
direct  all-rail  lines — was  caasing  the  all-rail  lioes  to  secretly  cat.  That  was  the 
eicase  that  was  given  as  by  the  all-rail  lines,  and  with  that  information  befiire  iih, 
we  ^ot  together  in  San  Francisco  and  pledged  ourselves  not  to  ship  by  the  Canadian 
Pacilic.  The  people  in  the  hardware  and  metal  trade  I  refer  to.  Yoii  take  awa.v 
the  iron  and  steel  and  grocery  transportation  and  yon  take  away  the  prop  which 
doth  sustain  the  house,  so  to  speak.  'Ilkere  was  a  publication  extant  showing  the 
efforts  of  the  San  Francisco  merohanta.  It  all  comee  in  as  apart  of  the  prooeedings 
at  the  confurence  or  at  least  the  arbitration  aa  between  the  traasconiinental  Amer- 
ican railways  and  the  Canadjan  Paciflo  at  Chicago,  which  shows  the  attitnde  of 
the  San  franoisco  merchants  in  that  case.     It  is  a  matter  of  record. 

We  stock  by  that  agreement  and  did  nut  ship  by  way  of  the  Canadian  Pacific 
road.  It  was  merely  a  matter  of  the  different  people  in  the  same  line  of  basiness 
agreeing  not  to  ship  by  that  rood.  The  remit  is  that  the  Canadian  PaciRc  ia  to-day 
out  of  liusineas  in  San  Francisco  practically.  They  have  a  tariff,  bat  of  coarse  they 
realize  it  is  natural  that  they  can  not  expect  to  carry  business  to  San  Francisco  at 
the  same  rate  the  other  lines  do.  It  is  out  of  their  territory  jnstas  much  aa  Victoria 
and  Vancouver  in  British  Colnmbia  are  out  of  the  Southern  Pacihc's  territory. 
Now,  there  was  considerable  self-sacritice  about  that  action,  because  it  is  pretty 
hard  for  a  man  tu  give  np  or  puy  10  per  cent  or  11  per  cent  more  on  his  freight  when 
yon  reverse  the  basis.  But  it  was  done  to  prevent  this  rate  cutting.  The  Ameri- 
can railroads  had  alleged  that  that  was  the  occasion  of  it,  that  they  were  not  going 
to  see  the  Canadian  Pacific  get  business  by  making  public  a  tariff  showing  a  lb  per 
cent  differential,  while  the  American  roads  had  agreed  among  themselves  to  main- 
tain certain  tariffs.  They  ware  not  going  to  see  the  Canadian  Pacific  get  bosinees; 
that  was  all.  Now,  we  removed  the  alleged  OHUse  by  the  voluntary  action  in  Saa 
Francisco,  and  since  that  time  there  has  been  a  great  deal  less  cutting  of  rat«e,  at 
any  rate.  We  would  be  very  glad  to  see  some  arrangement  mode,  whether  it  be  by 
pooling  or  other wloe. 

I  believe  in  le>[altzed  pooling,  something  to  establish  the  stabili^  of  rates,  exactly 
the  same  as  the  Uovemment  postal  service  is  stable  by  the  nse  of  postage  etanipa. 
We  know  that  our  competitor  is  not  sendiogany  more  for  his  postage  stnmpa  than 
ire  B«nil  foroum,  and  we  know  that  be  can  not  send  biB4-poand  package  through  the 
mails  any  cheaper  tbiin  we  can  send  ours.  That  Is  satislaatory.  It  puts  ns  on  the 
same  footing,  where  we  want  to  be.  The  only  reason  why  a  good  merchant  seeks  a 
reliate  is  to  put  him^ielf  on  the  level  of  hia  competitor.  He  says,  "That  fellow  is  get- 
ting it;  I  know  he  is,  and  I  have  got  to  get  it  if  I  am  ^oing  to  stay  here  in  busi- 
ness." Now,  if  he  knows  that  theother  fellow  is  not  getting  it,  the  good  merehont 
is  not  going  to  waate  any  time  around  the  railroad  ofnoe  asking  for  rebates. 

Q.  (KyHr.  A.  L.  Harris.)  Wonld  the  Canadian  Paoifio  go  into  any  arrangement 
of  that  kind  to  prevent  rate  cnttingf — A.  Well,  it  was  the  Canadian  Pacifio's  atti- 
tade  that  waa  toe  alleged  cause  at  one  time  of  rate  cutting.  The  Canadian  Pacific 
claimed  that  it  waa  what  thi>  railroads  call  a  differential  road,  that  it  had  physical 
disabilities  to  overcome;  that  the  roud  was  longer,  and  that  there  was  a  transfer 
from  road  to  sea  to  get  the  goods  from  San  Francisco,  and  that  the  merchant  from 
San  Francisco  woulil  not  Hhlp  by  that  line  nnless  there  was  some  advantage  in  it. 
I  do  not  believe  in  the  differential  principle.  1  think  it  is  all  wronj;.  I  think  that 
each  tub  sboald  stand  on  ite  own  bottom,  take  the  consequences  of  its  geographical 
location,  and  take  the  gnodK  that  its  location  calls  for  on  an  equal  basis,  and  not  try 


to  step  into  the  otber  fellow's  territory  on  an  unequal  basis. 

Q.  (By  Mr.  Kiplky.I  Yon  have  spoken  of  legalized  pooling.    How  far,  in  yo 
judgment,  will  these  railroad  eon  sol  illations  that  have  taken  place,  particularly 


tlie  ^Vestern  territory,  do  away  with  the  necessity  for  that  I— A.  Only  t 
that  any  agreement  is  more  apt  to  be  kept  if  there  are  few  parties  to  it  than  if 
there  are  a  great  number.  In  other  words,  the  fewer  the  parties  to  an  agreement 
there  are  the  more  liable  it  Is  to  be  adhered  to— the  less  chtuioe  there  is  of  some  one 
Jumping  over  the  traces. 

,,  lA.tKWlc 
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,  n  ;onr  opinion,  for  tbe  Inter- 
a  ftei^ht  T»te«  and  then  see  that  tbey  are 
maintaiued,  and  thereby  prevent  diacrimiiiatiDiiaiid  rebates  f— A.  1  think  U  wonld ; 
yee, 

Q.  YoQ  think  that  woald  be  not  only  poealble  bnl  deairablef— A.  1  think  it  vonld 
be  not  alone  poasihle  bnt  desirable.  I  think  that  when  legalised  poolinv  nas  pro- 
posed It  waa  with  refereure  to  just  some  such  arrangHiiient  aa  that  of  which  I  spoke. 
1  til  ink  that  whatever  pool  th^ruilroailH  might  enter  into  it  should  be  under  the  con- 
trol and  direction  and  the  superviBlon  of  the  Interstate  Commerce  Commission.  That 
Is  what  1  mean  by  legalized  pooling.    That  would  be  the  proper  body  for  it  to  come 

<j.  Hare  yon  any  complaint  to  make  in  regard  to  change  in  o1  ossification  and 
thereby  change  In  ratexf — A.  We  have  complaints  to  make.  There  is  no  tariff  that 
was  ever  oonstrncted,  no  railroad  tariff,  that  is  consistent.  There  are  iuoonHiBten- 
eles  in  all  tariltK,  and  it  ia  only  by  continnaily  calling  the  attention  of  the  railroads 
to  these  incoasixtencieB  that  their  correction  is  secured.  In  the  meantime  others 
creep  in.  gome  new  rate  is  put  iutoelt'eot  which  is  in  itself  incouBiBtent,  Yon  have 
to  look  out  for  that,  and  tbe  result  is  there  is  a  constant  revision  of  tariffs  going  uu. 
These  transcontinental  railways  have  a  freight  bureau  through  which  these  revisions 
are  made.  They  have  an  offlciat  located  in  San  Francisco,  with  quite  an  ofBoe  force, 
to  handle  al!  these  revisions. 

Q.  What  is  bis  namef— A.  Mr.  R.  H.  Countise. 

Q.  That  in  called  the  San  Francisco  Freight  Bnreanf— A.  No}  it  Is  the  Transcon- 
tinental Freight  Burean.  The  Transcontinental  Freight  Dnrean  is  an  organization  of 
what  is  known  as  the  transooulinen  tat  railroads;  but  the  transcontinontal  railroads, 
strictly  speaking,  are  not  transcontinental  railroads.  That  is  tbe  name  that  ap))lies 
to  all  roatls  west  of  the  Missouri  Rivet;  they  are  what  are  known  aa  tbe  transcoiiti- 
uental  railwajs.  Some  of  those  roods,  like  the  Santa  Fe,  and  the  Rock  Island,  and 
the  Burlington,  reach  east  of  the  Miseonri  as  far  as  Chicago,  and  the  office  that 
deals  with  roads  that  do  not  reach  east  of  Chicago  is  oallea  thu  Transoontineiiial 
Freight  Uareau.  That  Is  called  the  TranscoDtlnental  Bureau,  and  R.  H.  Conntiss, 
No.  49  Second  street,  San  Francisco,  is  the  agent.  Theae  roads,  to  get  aronnd  the 
trans-MiMonri  decisjon,  stipulate  that  this  tariff  which  contains  inaividaal  rates, 
mlea,  routes,  and  regnlationa  of  each  company,  respectively,  is  subject  to  change  by 
each  company  without  tbe  consent  of  any  other  company  whose  name  appears 
hereon. 

Q.  In  yonr  Judgement,  if  each  road  were  not  allowed  to  take  such  independent 
action,  such  an  agreement  would  have  to  be  given  ralidity  to  be  enforceable  iu  a 
court  of  law,  would  It  not t — A.  Yes;  as  in  this  case.  That  is  a  guutlenian's  agree- 
ment. They  hedged  It  about  carefully,  it  is  true,  in  order  to  evade  the  law.  and 
they  can  go  and  prove  that  there  is  no  combination.  It  is  particularly  stipulated 
that  there  is  not,  but  under  all  there  is  a  gentleman's  agreement.  It  is  on  honur, 
which  is  oftentimea  more  bindinj;  than  in  case  of  a  legalized  agreement. 

Q.  But  if  one  of  the  roads  be  without  honor  there  is  no  way  to  enforoe  itf— A.  No. 

Q.  And,  in  your  judgnient,  to  make  sncb  a  oontrsot  enforceable  in  a  court  of  law 
and  before  the  Int«r8tate  Commerce  Commission  would  condnce  to  stability  of  rates 
and  uniformity  of  reoordsT~A.  Yes;  most  ass n redly. 

Q.  (By  Mr.  A.  L.  Harris.)  Wonld  it  be  possible  to  have  a  national  olasaifi cation 
of  fhiights,  or  articles,  rather,  and  thereby  to  some  extent  avoid  the  complication 
that  we  now  have  of  different  classifi cation  distriotsf — A.  Well,  classification  is  a 
matter  which  is  generally  regulated  by  tbe  relative  volume  of  traffic  in  certain  com- 
modities in  tbe  respective  districts.  For  example,  tbe  railroad  tariff  through  tbe 
Sooth  in  the  territory  covered  by  the  Sonthem  claasifieation  pays  particular  atten- 
tion to  cotton  and  to  iron  and  steel  from  Birmingham,  Ala.,  and  to  coal  from  tbe 
same  district,  and  perhaps  to  other  particaior  commodities  of  that  district.  The 
Western  classification  is  made  with  a  view  to  the  traffic  familiar  to  tbe  territory 
westof  theMiBsiBsippi  River.  The  Eastern,  or  Official  classification,  as  it  is  known, 
is  made  with  a  view  to  meet  the  requirements  of  the  territory  north  of  the  Ohio  and 
eiist  of  the  MiBSissippi  River.  I  believe  that  a  national  classification  could  and 
should  be  mode.  That  would  not  prevent  these  particular  localities  from  making 
exceptions  to  the  national  olossihcation  to  suit  the  particular  staple  commodities 
that  they  move  in  large  quantities,  bulk,  and  volume. 

Q.  (By  Mr.  Ripley.)  Iu  other  words,  yon  refer  to  making  special  commodity 
rates  t — A.  Special  commodity  rates,  as  are  made  in  eaob  of  those  locations  I  have 
mentioned.  There  are  exceptions  to  the  Southern  classification;  there  are  ex cep- 
tiona  to  the  Western  cLiBBifioation ;  there  are  exceptions  to  the  official  classifi  cation. 
There  is  not  a  railroad  operating  in  the  respective  territories  covered  by  those 
classifications  that  does  not  pnbUsh  its  commodity  tariff,  which  of  itself  and  by 
it«elf  contains  exceptions  to  the  classiti cation  under  which  they  are  operating. 
Now,  that  is  just  as  easily  done  under  national  classifloation,  in  my  opinion,  where 
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there  aT«  the  iudividoal  nwdSfBS  itisnnderthesettireeclBui&catioiia  tbatnoweoTot 
the  territory. 

Q.  What  is  the  nature  of  this  tranecontinental  tarifff — A.  It  is  a  conunodity 
tariff. 

Q.  Doee  it  ielut«  entirelj  to  oonunoditieaf— A.  Entirely  to  commoditiea.  (Pro- 
dnoing  paper.)  Jast  look  at  that  in  the  weat-bound  tariff.  Here  are  the  claae 
rates.  I  wita  going  oTer  to  the  Interstate  Commeroe  Contmiaaion  and  had  some 
matters  to  refer  to  there  to-day.  Thoae  are  aopplementa.  Now,  there  are  your  elaas 
rates  governed  by  the  current  Western  claflsifii-'ation,  terminal  class  rates.  There  is 
all  there  is  to  it.  That  is  alt  there  is  to  the  class  tarilf  that  is  govemed  by  the 
Weatern  olasaitication.  If  an  article  ia  in  the  third  dans  from  Missouri  Kiver  points 
it  takes  the  rato  of ■    Mow,  here  are  all  your  exci^ptJone  to  that. 

Q.  (By  Mr.  A.  L.  Rabrib.)  The  exceptions  are  larger  than  the  claasiflcatfoiuf — A. 
The  eiceptioiis  are  the  whole  thing.  Thev  are  forced  by  tlie  competition.  They 
hare  goc  to  break  away  ttom  the  Western  oloasilioation  and  meet  cuuditiona  as  they 
bud  them.  The;  do  not  make  any  classiii  cation  here,  and  the  reealt  is  they  have 
to  take  into  consideration  all  the  elements  I  have  aeacribed  in  meeting  the  sea 
competitive  tar  it!'. 

Q.  (By  Mr.  Ripi.Kif.)  There  is  no  diapoaition  for  the  sea-carryinc  trade  to  get  into 
line  with  the  railroads,  as  in  the  coastwise  trade  of  the  Aclanticf— A.  There  was  a 
dispoaitioD,  and  tliat  is  what  cansed  the  alarm  that  was  felt.  We  did  not  want  to 
see  onr  advantage  nuUiQed  by  givins  like  advantases  to  points  not  possessed  of  the 
geograpbical  position  we  have,  bnt  I  do  not  think  there  is  any  movement  of  that 
sort  on  foot  now.  There  is  a  line  of  vessels  established  now  to  San  Francisco,  very 
large  vessels  of  8,000  and  12,000  tons  resistor,  so  I  am  informed.  There  are  fonr  of 
6,000  tons  and  three  of  12,000  tons,  belonKing  to  what  is  known  as  the  American- 
Hawaiian  line,  which  is  composed  of  the  old  sailing  vessel  proprietors,  a  consolida- 
tion of  the  people  n- ho  were  formerly  muni ng  sailing  shipa  around  to  San  Fn~  — 
'1  hey  will  give  na  by  ateam  a  regular  aervice,  sailing  on  the  lat  of  each  ani 
month  for  iSsn  Francisco  from  New  York.    They  expect  to  make  the  voyag 

'  em  a  carcro  to  San 1 1' 

...  .  )  of  a  cargo  of  angar  at  all 

times,  and  that  they  take  to  New  York. 

Q.  Would  such  a  line  aa  that  participato  at  all  in  the  anbaldy  under  the  proviaione 
of  the  Biibsiily  bill  introduced  iu  the  last  Congreasl — A.  I  mnst  confess  that  I  am 
not  eiifficientty  familiar  with  that  subsidy  bill.  Th<-re  were  several  amendmenM 
offered  to  it,  but  I  am  rather  obscure  now  as  to  just  whai  that  bill  was.  If  yon  will 
pardon  me,  one  thing  more  conce'ming  this  competition  by  sea  between  New  York 
and  San  Francisco.  It  la  golaj;  to  be  the  moHt  potent  of  any  feature  yet  estab- 
lished. There  are  objections  to  sailing  veeaels;  merchants  hud  objections  to  ship- 
ping by  saiiinv  vessels  which  do  not  prevail  with  these  steamera.  The  principal 
abjections  to  Hbippiug  by  sailing  veasefa  was  not  the  long  time  In  transit,  but  it  was 
the  uncertainty  when  the  ship  would  get  in,  Now,  that  vessel  might  be  only  4 
months.  She  might  be,  as  was  the  average,  5  months,  and  she  might  be  6  or  8  months, 
or  even  a  year.  She  might  start  aroana  Cape  Horn  and  meet  adverae  winds  ana 
really  come  to  San  Francisco  by  way  of  the  Cape  of  Good  Hope,  and  yet  arrive  Jn 
good  order;  but  it  vroald  be  past  the  aeason  for  the  goods;  that  was  the  great 
objiiotion.  It  was  not  the  length  of  time,  becanse  that  is  merely  a  matter  of  oaloD- 
lation.  A  merchant  can  sit  down  and  allow  for  the  difference  in  time,  if  he  is  saie 
that  his  allowance  is  based  upon  safe  premises.  Now,  these  steam  vessels,  coDsti- 
tnting  a  new  elrmeat  in  cnmpetltioa,  do  away  with  that  nncertainty  becanse  steam 
ia  eure.  These  vesfiels  go  thiongh  the  Straita  of  Magellan  and  arrive  in  San  Fran- 
cisco even  with  greater  regularity  or  nearer  their  soliediile  time  than  the  rail  freight 
arrivea.  It  is  merely  a  matter  of  tignrlng  40  days  longer.  The  average  time  of 
rail  freight  is  about  30  days  from  the  Atlantic  seaboard,  and  this  is  60  days.  The 
merchant  allows  40  days  longer,  and  his  goods  are  there.  The  railroads  will  find 
it  tlie  most  potent  competitive  element  thay  have  ever  yet  bad  to  contend  with. 
Th»y  are  vessels  of  laru;e  carrying  capaeity  and  low  eon  sumption  of  ooal.  Their 
rates  are  to-day  scarcely  higher  than  the  sail  rate*  prevailing  immediately  before 
the  establishment  of  this  war. 

Q.  Can  yoQ  spec 
of  them.  They  rni 
the  class  of  goods. 

Q.  What  wonld  be  the  rate,  all  rail,  on  the  bulk  of  that  class  of  goods  comprised 
there) — A.  It  would  bo  from  60  cents  to  $3.  The  rail  carriers  endeavor  to  make  a 
very  low  freif;bt  rate  npon  what  is  known  na  "  bottom  freight;"  that  is,  the  freight 
that  iH  taken  tn  the  lower  bold,  snob  as  bar  iron,  steel,  nails,  barbe.1  wire,  sCeel  plate^ 
bltlete,  ete.  I  simply  wanted  to  bring  that  before  yon  as  one  of  the  elemeuU  of 
competition  that  has  not  heretofore  existed,  and  which  Is  only  Jn^t  upon  the 
threshold,  so  to  apeak,  of  the  transportation  Btmcture. 
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Q.  (By  Mr.  A.  L.  Habrib.}  Btate  if  7011  plense  what  the  feelfug  of  the  Pooiflo 
slopo  is  In  Tegaid  to  the  IficaraKum  CadbI. — A.  The  feeling  is  fkvorftble  to  it.  At 
first  blneh  it  minlit  seem  Btrnnge  that  a  man  doing  huainsaa  jn  San  Francisco  would 
favor  a  proposition  ivliich  is  going  to  Iring  Chicago,  St.  Lonia,  and  New  York  even 
into  closer  oompetitloa  with  him  than  they  are  to-day.  I  say  "Chicago  and  St. 
Lonia  "  OD  the  bypothesia  that  they  would  aTail  themselves  of  the  short  rail  banl 
to  New  Orleans  or  Qalveston,  and  overcome  in  that  way  their  physical  disabilities 
toward  the  use  of  the  oanal  to  get  np  the  coast  to  San  Franoisoo.  FiirthermoTe, 
the  canal  is  going  to  make  a  gateway  to  the  Orient,  in  my  opinion,  and  San  Fran- 
ciHoo  is  about  the  only  gateway  as  it  is  to-day. 

Following  the  line  of  the  least  resLstauce,  merohondise  leaving  St.  Lontt  would 
Ko  down  the  river,  or  po  down  along  the  river  by  rail,  to  New  Orleans — and  the 
river  is  the  controlling  inflnence  in  th»t  rail  rate,  which  makes  it  a  matter  of  indif- 
ference whether  It  is  shipped  by  river  or  by  rail— and  would  be  loaded  noon  vessels 
at  New  Orleans  ur  Galveston,  taken  through  the  Niooraguau  Canal,  and  croes  the 
Pacific  Ocean,  whereas  to-day  it  neoessarily  goes  throngh  San  Francisco  to  go 
there.  But  1  believe  at  least  we  have  got  to  weigh  these  matters  ss  to  the  advan- 
tages and  disadvantages.  I  believe  the  advantages  outweigh  the  disadvantagss; 
that  to  San  ^'ranciBco  herself,  speaking  selfishly,  it  would  be  a  disadvantage;  but 
we  would  have  an  open  highway  fur  common  communication  with  the  Atlantic  sea- 
board'Wltli  all  Europe  as  well— -for  our  produots,  and  quick  transportation  for  our 
prodnctsj  audi  as  in  all  oases,  the  water  would  be  the  controlling  factor  in  the  rail 
rates  on  such  goods  ••  are  perishable,  and  that  is  what  we  produce  in  California 
pretty  largely. 

So  far  lis  our  f^lta  are  concerned,  tbey  are  oil  perishable.  Oranges,  for  instance, 
oonid  be  shipped  by  the  Nicaragua  Canal  and  through  to  New  York  by  ve«i>els.  The 
fruits  coaJd  be  put  into  refrigerator  vessels,  the  same  as  they  are  brought  to  New 
York  to-day  from  Sonth  American  ports,  iih  I  understand  it,  anii  it  would  minimize 
the  freight  rates  upon  thoseCalit'orniapro<lnctH  and  therefore,  in  my  opinion,  increase 
the  consumption  and  open  np  new  markets,  the  reflected  benefit  going  eveotnolly  to 
San  i'raneisco.  The  more  money  that  can  be  placed  in  the  hands  of  tlie  producer  in 
California,  the  better  it  Is  for  the  State.  There  will  be  more  money  left  in  his  hands 
if  the  freight  rates  on  his  prodncts  are  reduced,  beoanse  the  market  at  this,  that,  or 
the  other  point  would  remain  practically  the  same,  regardless  of  the  fluctuation  In 
freight  rates,  if  that  market  is  controlled  by  foreign  or  other  competition. 

Q  (By  Mr.  Riplky.)  80  that  every  reduction  of  the  freight  rate  wonld  mean  bo 
much  mora  for  the  prodncerf — A.  Yes,  as  a  general  proposition.  Sometimes  not  in 
the  case  of  articles  controlled  by  combinations — they  take  np  the  slack,  as  I  say,  and 
put  that  In  their  pockets.     That  is  done  sometimes. 

As  to  the  Oriental  trade,  perhaps  I  have  covered  one  feature  of  that  in  the  remarks 
I  have  Jufltmoile  about  the  Nicaragua  Canal;  but  I  believe  in  general  that  there  is 
a  great  future  for  the  United  States  In  the  Orient,  The  Chinese,  who  are  a  very  con- 
servative race,  are  Just  learning  to  use  American  flour  as  a  substitute  for  rice,  They 
are  a  very  imitative  people,  and  it  is  a  case  of  follow  the  leader  with  them  after  the 
influential  leaders,  so  to  speak,  have  institnted  a  reformation '  and  Instead  of  our 
sfaippinc  our  wheat,  as  we  are  now  and  have  been  doinf^,  to  Liverpool,  there  to  be 
ground  into  flour  and  distributed,  we  are  and  we  will  be  in  the  future  turning  that 
wheat  into  flonr  and  shipping  It  to  the  Orient,  tbuB  getting  the  benefit  of  the  manu- 
facturing process  at  home  and  Improving  onr  own  market  and  industrial  condition 
to  that  extent.  It  necessarily  follows  that  the  market  for  dourmnst  be  more  profit- 
able than  the  market  for  wheat;  otberwiM  it  would  not  be  tnmed  into  flour  and 
shipped  to  the  Orient.  It  seems  to  me  that  there  is  an  almost  unlimited  demand 
over  there  for  flonr.  That  is  indicated  by  Mr.  James  J.  Hill's  preparationB.  I  do 
not  agree  witb  him  in  his  railroad  theories  at  all  times,  but  I  think  ne  is  a  man  of  a 
great  deal  of  discerament.  He  has  been  building  very  large  vesaela,  you  know,  to 
run  to  the  Orient,  anticipating  an  immense  flour  trade  over  there,  and  we  have 
alroBtly  got  a  good  deal  ot  that  trade.  Shipa  leave  San  Francisco  loaded  down  with 
flour.  We  have  aomi-thing  like  12  vasaels  a  month,  I  think,  that  leave  San  Francisco 
for  the  Orient,  whereaa  we  used  to  have  a  few  years  ago  only  2  or  3. 

Q.  There  are  some  of  those  going  with  supplies  to  the  Philippines,  are  there 
notf— A.  I  am  referring  to  the  Orient  particularly.  The  Philippine  bnatnese  as  yet 
haa  not  opened  up  to  a  very 'great  extent.  There  are  a  (treat  number  of  transports 
going  to  the  Philippines  which  are  loaded  with  Uovemment  supplies,  but  there 
have  not  been  what  you  might  call  any  established  trade  relatione  with  the  Pbilip- 

Eines  as  yet  because  of  thi<  generally  unsatisfactory  conditions,  commercially  speak- 
ig,  there.  No  merchant  likes  to  sell  goods  in  a  country  where  there  ia  a  war  going 
OD,  and  the  oantious  merchant  does  not  do  so  unless  he  gets  his  money  at  home  for 
it.     He  does  not  send  a  man  to  exploit  trade  until  things  are  settled. 

1  think  that  with  the  settlement  of  our  troublee  over  there  that  a  great  many  San 
Francisco  houses  will  exploit  that  trade,  and  Bee  what  can  be  done.     Like  all  Spanish 

16a- 
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coantries,  however,  anil  &  great  many  other  foreign  oanntrieH,  tbe  people  havefiret  to 
beedncated  up  touBinKOiir  produoteand  netnguur  utensils.  That,  I  believe,  will  be 
Booomplished  really  by  the  army  we  bave  over  tbere.  The  nalivea  see  whnt  the 
advantagBB  are  of  American  manufactures,  American  ntentiilH,  American  products, 
botb  focA  and  otherwise.  Aaqniring  a  taste  for  them  and  imitating  the  Americans 
tbere  already  in  ufBcial  life  and  in  the  army,  the  people  begin  to  use  what  we  have 
to  sell.  It  really  pioneers  trade  much  more  quickly  than  would  be  poaaiblo  if  wo 
never  had  a  war  and  sent  over  somebody  to  try  and  do  business  with  those  people. 
There  wonld  be  no  nse  in  doing  that. 

Q.  (By  Mr.  A.  L.  Harms.)  Will  our  prodncers  and  mnnufaoturers  be  oompelled, 
to  some  extent,  at  least,  to  gratify  the  tuleof  the  foreij^er  In  exteading  the  foreign 
tradel — A,  Yes;  I  think  that  is  something  that  our  manufaetiirBTS  should  observe 
in  their  maQufactnres  and  our  producers  m  tbeir  methods  of  packing  and  putting 
goods  up  for  market.  They  shoald  cater  to  the  foreij^u  people.  Thai  is  one  of  the 
purposes  of  the  Paoific  Commerrial  Museum  recentlv  organised. 

Q.  (By  Mr.  Ku-lky.)  Is  that  an  adjunct  of  the  Philadelphia  Moseuml— A.  It  is 
suggested  by  the  Philadelphia  Moseum,  and  the  Philadelphia  Museum  has  been  very 
courteous  to  us,     Ur.  Wilson  and  Mr.  Hftrper  have  been  out  there.     I  enjoyed  a  very 

Eleasant  half  day  the  other  day  with  Dr.  Wilson.  Last  Friday,  before  coming  over 
ere,  he  took  me  all  throiieb  and  explained  all  about  the  place.  Wu  have  organized 
this  umsenm  ou  linessimilar  to  theirs,  and  thev  have  very  generously  aud  grai'iously 
offered  us  a  large  supply  uf  duplicate  samples.  The  ^atherini;  of  those  samplee 
enables  as  to  see  what  the  tastes  of  these  particular  foreign  markets  are,  and  while, 
in  Califoraift  we  are  not  as  yet  much  of  a  ui an nfac luring  community,  at  the  same 
time  in  the  puttinc  up  of  our  products  and  of  such  manufactures  as  we  do  put  out 
we  can  cuter  to  the  tastes  as  exempliiied  by  the  exhibits  and  the  information  we 
recuive.  Incidentally,  1  believe  that  is  the  secret  of  the  decadence  of  British  trade 
And  tlieadvaucementof  German  trade  abroad.  The  Britinb,  with  characteristic  con - 
aervatiam  and  bulldog  tenacity,  have  insisted  on  the  buyer  taking  what  they  gave 
him,  but  the  Germans  have  gone  around  and  said,  "What  do  you  want*" 

Q.  What  do  you  manufacture  in  San  Franciscof  What  local  manufactures  are 
springing  up  t— A.  We  manufacture  clothing,  bootsandslioes,  cigars, shot,  oarbidges, 
lead  pipe,  sheet  lead,  mining  and  milling  machinery,  harvesting  machinery,  agri- 
□altural  implements,  wagons  and  carriages,  ^^'e  roll  bar  iron  and  steel,  msnufac- 
ture  tacks,  wire,  wire  cables  and  rupe  aod  some  nails.  Manufacturing  in  the  iron 
and  steel  lines  ia  not  in  a  very  healtliy  condition  out  there. 

(J.  Are  yoo  hampered  by  the  eipensiveness  of  fuelf — A.  We  have  been,  but  I 
believe  that  (jnestion  is  being  solved  in  a  large  measnre  by  the  derelopment  of 
electrical  power,  and  also  cheap  fuel  obtained  from  the  oil  wells  which  are  being 
devei<ii>ed  all  over  the  State.  These  are  making  oil  cheap,  and  it  is  now  being  put 
into  all  the  factories  and  furnaces,  which  reduces  the  cost  of  fuel  very  materially.  It 
being  estimated,  I  believe,  tbnt  in  heating  or  in  steam-producing  units  Si  barrels  of 
petroleum  are  equal  to  one  ton  of  coal. 

Q.  Is  the  petrolenm  brougbt  north  in  pipe  linesl— A.  No;  not  yet.  We  think  it 
will  be.  It  IS  brought  to  the  sea  coast  in  pipe  lines  in  Southern  California,  some  60 
miles  down  to  the  coast. 

Q.  (By  Mr.  A.  L.  HABRia.)  Do  you  consider  that  field  almost  inexhanstiblet — 
A.  Yes;  it  is. 

(}.  It  ooversagood  deal  of  territoryt — A.  Yes;  and  the  development  is  constantly 
going  on. 

Q.  With  thut  prospect  in  view,  it  will  overcome  the  disabilities  under  which  yon 
labor  now,  in  regard  to  mauufacturioj;  as  far  as  fnel  is  concernedf — A.  Yea;  and 
where  power  is  required,  the  electricity  will  do  that  for  ns.  These  two  elements 
bave  both  been  simultunecmsly  developed,  you  might  say — almost  simnltaneoUHly, 
the  electrical  power  having  antedated  the  other  a  year  or  two.  The  electrical 
power  is  being  generated  by  the  waters  of  the  Sierra  Nevada  .Mountains,  and  then 
conveyed  by  wire  down  into  the  valleys  bolow,  and  is  in  that  way  produced  at  a 
very  low  cost.  We  can  not  aflbrd  to  produce  electricity  by  the  use  of  coal  or  by  the 
nse  of  oil  even,  but  prodncing  by  natural  power  and  with  the  improvements  made 
in  saving  lose  in  transmissiou,  1  think  it  is  going  to  be  a  very  importAut  factor  In 
running  the  small  factories— in  clothing  factories,  rnnnine  the  sewing  machines, 
and  In  boot  nnd  shoe  factorlee;  also  in  machine  shops  fur  running  the  lathes  and 
rnnning  individual  machines. 

Q.  Have  yon  any  oool  suitable  fur  commercial  and  steam  purposes  within  the 
Northwest  territory T^— A.  Yes;  there  is  very  good  steam  coal  about  Seattle,  In  the 
Cascade  Mountains,  Up  in  that  ueiKhborhood. 

Q.  Do  the  railroads  use  that  at  all  f—A.  Yes;  the  SontbernPaciUo  gets  its  principal 
ooal  supply  baok  of  Tacoma,  at  a  place  they  call  Carbonado.  They  have  colliera 
running  rriguliirly  between  Tacoma  and  San  Krancisco  and  I'OS  Angeles,  carrying 
coal  for  the  roads. 
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Q.  What  effect,  if  &n;,  is  antioipated  on  the  Pacific  coast  by  the  Teoent  oonsoli- 
dationof  olltbe  iron  and  steel  i tidu nit ica  into  tbe  United  Stateti  Steel  Corporation t — 
A.  That  is  a  problem  tbat  I  am  not  prepared  to  auanei  yet.  We  are  all  at  eea ;  n-e 
do  nut  know.  I  Lave  Mked  tbat  same  question,  I  preeoniK,  of  at  leaxl  20  gantlpmen 
itu  more  competent  to  answer  it  tliun  I,  and  theydulnot  attempt  to  replj.  They  are 
people  I  have  raet  since  1  have  been  East— men  that  are  rif^ht  iu  toncti  with  it,' 

Q.  I  referred  particularly,  of  counio,  to  the  problem  as  jc  is  presented  on  the 
Pacific  coast.  You  have  no  local  niaiiLifactiires  of  sntHcient  importance  to  be  really 
threatened  to  be  abaorliedby  tliem.  Yon  have  stated  that  thuitianufaoturesofthat 
class  are  in  a  rather  nnhealthy  condition. — A.  Yes;  because  we  have  not  the  raw 
material  at  hand,  and  we  have  not  bad  cheap  fuel.  If  you  remember,  I  stated  that 
there  were  some  nails  mannfaotured  there.  The  reason  for  qnalilying;  that  state- 
ment was  that  we  nseil  to  mannfacture  a  good  many  nails  there.  The  ('alifornia 
Wire  Woiks  manufactured  nails.  The  Washington  Woven  Wire  Hanufaoturing 
Company  bought  out  the  California,  and  In  turn  were  bonght  out  and  became  a 
part  of  the  American  Steel  and  Wire  Company.  Now  they  are  closed  np.  The 
owners  can  produce  cheaper  in  the  Kast. 

Q.  It  is  shut  down  uowf — A.  The  nail  factory  was  shnt  down  by  the  American 
Steel  and  Wire  Company.  That  is  about  the  only  indnslry  we  have  to  be  affected 
by  the  consolidation.  The  effect  is  about  all  done.  I  do  not  know  that  tliey  have 
rednced  their  factory  force,  but  they  have  put  them  into  other  work.  They  are 
now  producing  wire  rope,  and  that  is  used  in  street  railroads,  mining,  and  hoisting, 
in  the  rigging  of  ships.  While  there  are  other  companies  that  are  more  proHtable, 
they  have  simply  closed  np  the  nail  part  of  their  plant. 

Q.  (By  Mr.  A.  L.  Harbis.)  Yon  did  not  mention  iu  your  line  of  prodnctioQB  sngat 
reBning,  did  youl— A.  No;  I  did  not.  I  did  not  mention  tlonr,  nordid  I  mention 
fruit  canning.  Those  omissions  were  intentional,  and  perhaps  I  should  have  men- 
tioned them.  I  look  ufion  froit  canning  as  much  manufacturing  as  floor  making. 
Yon  are  putting  fruit  into  merchaotable  sliapu  the  sauie  as  you  are  putting  wheat 
into  merohanlable  iibape  in  the  other  way — into  shape  for  consumption.  Yon  are 
also  putting  raw  siignr  into  merchantable  shnpe.  Alt  those  tilings  we  manufacture 
there.     Of  course,  our  fruit-oanning  industry  is  lar;;e,  as  is  our  wine-makioK  indastry. 

Q.  If  you  have  time,  1  wish  yon  would  touch  upon  those  iodostries,  at  least 
briefly, — A.  Well,  I  do  not  know  that  there  is  very  much  to  eay.  I  also  failed  to 
mention  that  we  have  woolen  milis. 

y.  (By  Mr.  Hipley.)  Woolen  niilJsT— A.  Ybh. 

Q.  For  thecouBiimptionof  the  California  product  f— A.  The  California  product, 
and  they  bring  in  wools  from  Nevada,  of  conrse,  and  the  snrroundiug  Paoiiic  coast 

y.  Any  from  Aostraliaf— A.  I  can  not  tell.  I  nm  not  sufficiently  familiar  with 
that  business  to  know  whether  they  do  or  not.  I  have  talked  some  with  wool  men, 
aud  I  know  that  they  used  to  bring  some  Australian  wool  In.  Whether  they  do 
t«-day  I  could  not  sny. 

Q.  As  to  the  fiuit  cunning,  that  indostry,  of  course.  Is  a  large  one  out  theret — A. 
That  is  one  of  onr  principal  interests.  Tbat  has  a  short  season.  It  necaH«arily  lasts 
only  during  the  time  that  the  fruit. is  in  condition  to  be  canned;  but  from  an  indus- 
trial standpoint  it  is  fortunately  at  a  time  when  the  labor  of  girls  and  boys  can  be 
obtained.  It  is  vacation  time  (or  them,  and  particularly  in  the  country  it  is  noth- 
ing unusual  to  see  a  whole  Ikmily  working  in  a  oanneiy  in  the  summer  time.  There 
are  also  canneries  in  San  Krancisco,  the  {tail  being  shipped  down  tbe  river  and 
brought  round  the  bay  to  that  city.  The  wineries  are  distributed  pretty  generally 
throughout  the  viiic-growinj;  districts.  1  think  they  are  on  a  better  foundutioa 
now  than  they  have  been  before,  and  I  understand  the  business  is  fairly  profitable. 
It  has  not  been  so  until  recent  years. 

Q.  (My  Mr.  A.  L.  Harbis.)  Is  tbe  recent  reciprocity  treaty  with  France  iu  regard 
to  the  reduction  of  the  doty  on  wine  giving  your  people  any  concern  f — A.  Yes,  I 
think  it  is ;  considerable.     I  think  they  protested  very  vigorously  to  our  delegation 

Q.  (By  Mr.  Kiplbt.)  Does  any  considerable  qnantity  of  wine  go  to  France  to  he 
reehipped  to  this  country  again  T — A.  A  groat  deal,  so  1  am  informed.  Understand 
me  that  I  am  not  here  as  an  expert  on  these  things,  because  they  are  entirely  foreign 
to  my  business,  and  this  information  is  only  what  oue  who  makes  an  attempt  to 
keep  in  touch  with  the  times  and  observes  as  he  goex  along  picks  op.  Therefore, 
you  can  take  it  for  wliat  it  is  worth.  1  am  informed  that  there  is  a  great  deal  of 
wine  shipped  to  France;  a  sarpristngly  large  qnantity  of  iL 

Q.  Have  you  a  large  raisin  industry  T — A.  Yes. 

Q.  Have  you  any  knowledge  of  tlie  cooperative  distribution  of  the  raisin  oropf — A. 
Tea;  I  think  there  is  some  sui'h  arrangement,  as  I  understand  it  from  the  newsi>aper 
reports,  as  I  get  them.  There  is  some  such  arraugeirtcnt  on  the  raisins  as  there  is  on 
pmnes,  that  instead  of  tbe  farmers  all  competing  with  one  auotber  to  a  rainoos 
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extent,  they  have  pooled  their  iBsoea  and  made  one  eentntl  afSDoy  for  th«  marketing 
(if  their  prodiiot.    That  ie  iiboat  wbat  it  emotiDta  to,  as  I  andentand  it. 

Q.  Has  that  been  aatiefactoryT— A.  Well,  1  iui){bt  scawti  a  ^ood  deallike  Joeh 
Whitcomb,  Perhaps  yon  retnember  iu  the  pU;  nbere  his  friend  in  New  York,  vbom 
he  waa  vuitiog,  waa  inquiriiig  abnat  bon  the  old  fulks  of  bie  bovbood  wer«,  and 
what  bod  become  of  them,  and  he  asked  him  after  Simpson.    Josh  says,  "Dead." 

"Dead  I 

•'Yb8. 

"What  was  tbe  complaint! 

"No  complaint;  every  bod;  satisfied." 

So,  when  yoa  ask  me  if  it  is  satlsfaotory,  I  layl  bave  heard  no  oomplainta;  I  do 
not  know.    [Langhter.] 

Q.  Prodnata  lite  that  which  go  abroad  go  by  water,  1  sirppoHe,  or  do  they  go 
accoBB  the  eotmtry  by  null — A.  They  go  across  the  country  by  rail. 

Q.  Do  the;  bave  special  export  rateaf — A.  Tbe  canned  goods  for  export  are  sent 
areiind  trom  San  Fraacisco  in  clipper  sailing  vesaels  to  England.  RaisinH  are,  I 
believe,  ebipped  in  tbe  same  manner  to  a  conBiderable  extent.  I  do  not  kiiowJQst 
bow  mnch  of  a  foreign  market  there  is-forraiBlnB;  lam  not  informed  as  to  that;  I 
never  have  beard  it  emphasiied.  The  csDned-gooda  buBineaa  baa  a  very  good  foreign 
market.  I  know  that  there  is  a  foreign  market  lor  canned  goods.  1  coald  not  say 
aa  to  raisins;  posalblj  there  is  not  as  good  a  loreiKo  market  for  raisins,  owing  to  tbe 
foot  that  they  wonld  cotiipete  with  the  Malaga  ralsinB  when  the;  get  into  Knropeau 
gronnd.  Bnt  there  is  a  very  good  Kastem  market  here,  coming  overland  by  rail, 
beoHiise  the  raisin- grow  in  a  BettionB  are  along  the  line  of  railroads,  and  it  is  easy  to 
load  them  into  the  cars,  the  railroads  making  a  rate  which  recognizes  what  might 
be  done  if  they  were  shipped  to  Snn  Francisco  and  loaded  into  vessels. 

Q.  Do  you  happen  to  know  anythint;  aliont  the  refrigerator  companies  that  oper- 
ate in  the  fmit  bnsinesst— A.  I  only  know  that  Annour  &  Company  operate  a  line 
of  refrigerator  cars  and  also  the  E.  T.  Earl  Company,  and  that  recently  the  E.  T. 
Earl  Company  sold  their  refrigerator  cars  to  the  Armonr  people.  That,  I  believe,  is 
the  present  stataa  of  the  car  business.  Armonr,  I  believe,  is  at  the  preaent  time 
owner  of  the  refrigerator  care,  aa  I  onderstaud  It.  1  think  the  Santa  Fe  line  baa  a 
few  refrigerator  cars  of  itn  own. 

Q.  Have  you  ever  beHril  thai  chargea  for  the  nse  of  those  cars  were  exceasiveT — A. 
I  have  heard  such  complaint  made;  jea. 

Q.  Have  yon  any  knowledge  concerning  itT — A.  No;  I  have  not.  Iwonldnotbe 
prepared  to  say  and  I  would  not  be  qualiiied  to  nay  whether  they  are  excessive  or 
not  beoaaae  I  reall;  know  notliing  directly  alunt  it.  i  think  from  what  I  can  learn 
ttoui  conversatlonH  tvjlh  railtoail  nieii  that  the  time  in  not  far  distant  when  the  rail- 
roads will  own  and  control  their  own  refrigerators  and  do  away  with  these  private 
lines,  and  their  proposition  seems  to  be  thu  sonroe  of  a,  goi>d  deal  of  friction. 

Q.  There  baa  been  Hpparentl;  a  good  deal  of  comnlaint  on  the  part  of  the  people 
of  California  of  unjust  charges  by  the  railroads  in  absolute  flKnres  and  alno  tbepar- 


D  local  politics  by  the  railroads  to  a  remarkable  aegree.  Is  that  polM 
on  the  incrense'or  docrense  so  far  as  you  know  ( — A.  As  you  guntlemt 
D  have  a  new  udniinistratian  in  San  Francisco  in  railroad  matteia,  and 


when  I  refer  to  railroad  matters  I  speak  exclnaively  of  tlie  Southern  Pacilio,  it  being 
the  onlv  road  we  had  to  do  with  nutil  the  advent  of  tbe  Santa  Ke,  wbioh  is  of  a 
recent  date.  Tbe  Southern  Pacific  is  in  politics.  I  might  say  that  there  has  not  been 
an  offlre  within  the  gift  of  the  people  or  subject  to  the  appointmenl  of  the  governor 
or  the  mayors  of  the  various  citiea  or  an;  other  officials  that  they  have  not  reached 
ont  and  tried  to  grab.  The;  state,  however,  that  under  the  urenent  administration, 
which  is  that  of  Mr.  Ha;eB,  such  thinge  will  not  be.  Time  alone  will  prove  tbe  sin- 
cerity of  that  statement.  We  shall  bave  to  wait  until  Mr.  Hayes  baa  been  a  little 
longer  in  offloe  to  give  him  a  chance  to  demonstrate  its  truth. 

Q.  (By  Mr,  A.  L.  Hariiis.)  Now.I  wish  ;ou  would  stHtein  a  general  way  what  the 
industrial  condition  of  California  is.  I  might  widen  that  a  little  by  asking  about 
tbe  industrial  condition  of  tbe  Pacific  slope  at  the  prenent  time,  and  your  hopes  and 
prospects.— A.  I  think  the  condition  is  generally  aood,  and  wo  feel  enconraged  by 
the  attention  that  was  drawn  to  our  resources ^uiT  possibilities  incidentally  by  the 
Spanish- A meri can  war.  The  transportation  of  troops  through  San  Francisco  has 
been  In  Itself  an  ndncatiou  to  the  individual  members  of  these  regiments,  the  ind) 
vidoal  soldiers.  The  volunteers  I  refer  to  particularly.  They  have  returned  to 
their  homaa  and  exploited  perhaps  the  advantages  as  they  saw  them  of  the  eoaat. 
There  hove  been  a  great  many  tbonaand  mer,aa  jou  know,  who  linve  passed  through 
in  that  way.  Furthermore,  the  coo  stunt  ailvertisiug  the  coast  has  received  in  the 
press  reports  of  the  movement  of  troops  throoKh  San  Franc'isco  and  the  ad^'ortiaing 
we  have  got  from  tbe  fact  that  we  have  built  some  battle  ships  that  have  made  a 
pretty  good  record  in  this  war,  all  serve  tu  attract  attention  to  the  place  and  to  bring 
it  to  the  mtuda  of  people  who  really  did  not  belbre  apparently  raaJize  that  there 
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WM  HDob  a  place  m  the  Pnoifio  coMt.  It  has  tonght  them  that  there  is  such  a  place. 
It  hiiB  intereiited  tlieiit  Id  it,  ftnd  this  has  been  abown  tbia  past  winter  in  the  tourist 
travel  dqI  there.  There  baa  been  a  greater  tourist  travel  than  was  BTsr  known 
before,  and  I  Bud  on  inquiry  in  the  Koat  that  it  haa  not  been  at  the  expcnee  of 
Florida,  because  blorida  baa  hod  a  greater  tooriat  travel  than  ever  known  liefore. 
The  Inoreaaed  volome  of  travel  to  the  ooaat,  I  believe,  has  been  dne  to  tno  reaeone; 
First,  the  Timea  bave  been  pretty  generally  good  thronghout  the  country,  the  peo- 
ple could  afford  to  travel;  and,  secondl;,  that  tbeir  attention  baa  been  attracted  to. 
the  coast  by  the  amonnt  of  advertising  it  has  received  incidental  to  the  KpuniBh- 
Atnerican  war.  All  of  that  is  a  good  thing  for  ns.  It  attracta,  it  brings  people 
who  go  back  and  talk  about  the  country,  and  a  percentage  of  them  in  time  make 
jnvestnienta  there,  or  stay  there  to  live. 

Knrthermors,  nnder  the  present  administration  of  the  Sontheru  Paeifio  Company, 
that  company  has  made  an  eOort  to  bring  in  ooloaieU.  They  have  made  so-called 
colonist  rates  under  which,  for  $25,  a  man  can  go  ftom  the  Missonri  River  to  any 
point  in  California.  There  is  no  ronnd-trip  ticket  sold;  it  is  simply  one  fare  for  one 
way.  That  ia  why  it  ie  called  a  oolonint  rate.  Neither  does  that  rate  prevail  east- 
bound,  as  I  understand  it,  from  California.  That  has  brought  in  a  very  large 
namber  of  people,  I  understand.  Of  course,  a  great  many  simply  avail  themaelvea 
of  the  rate  to  come  ont  and  see  the  oonntry.  Bnt  it  does  good.  It  Is  a  broad  policy 
for  the  railroad  to  pnrsoe, 

Q.  (By  Mr.  A.  L.  Harris.)  Haa  the  presence  of  yonrCblneee  popnlation  any  effect, 
good  or  bad,  on  cooditionaT — A.  The  Chinese  question  ia  one  which  to-day  is  not  a 
partionlarly  live  one  with  ns.  We  anticipate  no  ditMoulty  in  aecnring  the  reenaot- 
ment  of  the  exclaiiioi)  act,  which  1  l>elieve  is  about  to  expire. 

Q.  Yon  deem  that  deairablef — A.  Most  asanrediy;  yes.  The  number  of  Chinese 
that  are  there  now  compared  with  the  general  population  is  not  inoreaelng.  The 
Cancaaians  are  not  menaced  by  them.  We  have  no  desire  to  drive  out  thoee  that  are 
there,  bnt  simply  to  stop  more  from  coming,  and  it  would  t>e  unfortunate  if  the 
exclusion  act  were  not  reenacted. 

Q.  Do  your  Chinese  usually  stay  about  the  cities,  or  do  they  go  ont  into  the  conn- 
try,  into  the  forests,  or  upon  the  farms f — A.  They  used  to  enter  all  lines  of  employ- 
ment when  iniuiigralion  was  nnrestricted.  There  was  scarcely  a  vocation  that  they 
did  not  take  up;  but  as  the  Caucasian  population  IncreaaeH  and  the  Chinese  de- 
ereaaea —because  a  great  many  Chineae  have  made  what  to  them  ia  a  compi^teucy 
and  have  returned  to  China — there  is  an  actual  falling  off  in  the  Chinese  popnlatiou, 
and  I  think  the  census  returns  show  that.  1  am  speaking  now  simply  from  nn  Idea 
1  have  of  it,  from  what  1  see  and  bear  and  read,  and  1  am  not  speaking  from  any 
flgnres  that  I  bave  before  me.  Bat  I  believe  tbat  the  censua  returns  wllfshow  that 
there  has  been  a  falling  off  of  the  Chinese  population  in  CHlifoniia.  I  know  they 
win  show  that  In  San  Francisco. 

Q.  (By  Mr,  Ripley.)  How  aliout  the  Japaneeef  Do  you  receive  themt — A.  Yes. 
I  do  not  regard  the  Japanese  with  the  same  disfavor  that  I  do  the  Chinese;  and  the 
disfavor  with  which  we  regard  the  Chinese  is  altogether  a  commercial  one,  for  the 
reason  tbat  the  Chinaman  ie  conaervatlve,  and  continnes  to  wear  Chinese  clothes 
and  to  eat  Chinese  food,  all  of  which  enables  him  to  live  in  the  Chineae  fashion, 
herded  toi^ether  like  ao  many  cattle.  Tbat  mode  of  life  enables  him  to  underaeli 
and  accept  a  lower  wage  than  the  American  workman.  Furthermore,  hia  earnings 
are  seut  back  retigtoualy  to  China,  taking  that  much  money  out  of  the  country,  and 
the  msrehandise  to  meet  hla  wanta  and  requirementa  is  brought  from  China  to  a  large 
extent.  He  Is  not  commercially  a  contributor  lo  the  upbuilding  of  this  country. 
The  Japanese,  on  the  other  hand,  immediately  adopts  KnropeaQ  ^arb  on  arrivnl  here. 
He  lias  a  certain  pride  in  his  appearance,  and  he  adopts  and  uses  American  foods. 
He  ia  evidently  naxioiis  to  become  an  American,  at  least  to  adopt  all  of  oar  customs 
and  do,  while  he  ia  with  the  Komans,  as  the  Romans  do,  so  to  Ht>eak ;  and  In  that 
way  be  is  a  contributor.  He  is  not  as  objectionable,  at  any  rate,  as  the  Chinaman, 
because  he  keeps  his  money  here  and  uses  his  money  here. 

From  the  standpoint  of  labor  I  do  not  know  enough  about  what  the  .Tapanese  are 
to  be  qnalined  to  state.  I  have  heard  some  complaints  from  the  labor  organizalione 
of  Japanese  labor,  and  that  is  all  I  know  of  it;  bnt  it  atands  to  reason  tbat  they  cer- 
tainty can  not,  an  I  see,  from  the  commercial  standpoint,  be  as  objection  able.  From 
the  commercial  standpoint,  in  no  single  instance  does  the  objection  obtain  to  the 
Japanene  that  does  to  the  Chinese. 

Q.  (By  Mr.  A,  1,.  Harris.)  The  prosperity  tbat  yon  speak  of  that  obtaina  at  the 
present  time  api>lieH  to  agricnltureaswellas  to  the  other  industriesT — A.  I  think  so. 
Qenerall^  speaking,  the  farmers  are  pTOSperoas.  Of  conrse  we  are  dependent  in 
California  very  largely  upon  our  raina.  This  particular  year  we  have  had  very  abun- 
dant raina  and  well  diatri  bnted,  and  the  prospects  are  very  excellent  in  that  respect. 
We  have  aeaaona  ul'dronght  there,  where  there  is  a  partinl,  and  iu  many  distriote  a 
total,  destruction  of  crops — total  failure  of  crops.   Generally  speaking,  the  conditions 
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axe  proaperouH,  I  believe,  aa  proepeTons  as  tbey  can  be ;  at  least  ae  proepeioas  aa  they 
are  in  aay  diatrict.  There  is  always  complaint  everywhere,  yon  know ;  always  dis- 
aatiafaotioD,  and  discordant  and  dissatisKed  elvnients  in  society. 

Q.  la  yonr  State  laboring  underany  disabilities  of  any  kind  that  can  lie  cured  in 
Kny  way  by  legislationT  It  that  be  so,  we  will  be  glad  to  have  yon  state  it.  I  ask 
coDcentin);  sn.ythitiK  in  addition,  of  coarse,  to  wbat  you  have  alreadv  stated  in 
regard  to  the  icleratate  commerce  law. — A.  That  is  abont  the  only  thing  that  I 
would  feel  competent  to  speak  of,  and  the  oho  tbine  that  I  am  informed  upoii.  I 
believe  there  should  be  some  legislation  accomplished  iu  that  direction,  bnt  I  do  not 
know  what  else  there  is. 

There  is  one  thing  that  1  do  not  know  but  that  could  probably  be  aooompliabtd 
within  the  War  Department,  although  I  am  not  certain,  and  tliat  is  as  to  the  preaeDt 
system  of  purchasing  Uovemment  suppliea  with  relation  to  the  Army  in  thel'hilip- 
pines,  where  the  most  of  our  troops  are  to-day.  The  Goveriiment,  as  I  understand 
it,  has  a  BTBtem  whereby  clothing,  fur  example,  is  pnrcliased  and  stored  in  Philadel- 
phia. Bids  are  called  for  for  the  delivery  at  Philadelpbia  uf  so  many  thousand  yarda 
of  cloth,  or  so  many  snits,  or  so  many  pairs  of  troueera,  or  so  many  pairs  of  shoes, 
■o  many  forage  caps  and  campaign  hats.  Philadelphia  is  tbe  clothing  depot.  Jef- 
fersonville,  lud.,  on  the  <ither  hand,  is  the  depot  where  camp  equipment  is  stored; 
field  raugBH  and  tents,  and  also  wagons  for  transportation,  I  believe.  Bids  are  called 
for  to  deliver  at  Jeflersonville  so  many  hundred  tenta,  so  many  hundred  field 
rangea,  or  so  many  pots,  kettles,  and  pans  for  use  in  cwnp.  I  understand  that  JetTer- 
son  Barracks,  Mo.,  is  the  cavalry  and  artillery  storage  depot  for  saddles,  hametu, 
halters,  and  everything  of  that  sort.  Bids  are  ailvertised  for  for  goods  in  that  line 
to  be  delivered  at  Jefl^rson  Barracks,  and  so  on.  I  will  not  Attempt  te  go  on  to 
enumerate  all,  but  there  are  various  specified  depots  for  specified  tbiugs. 

Now,  in  the  same  ratio  that  the  number  of  troops  in  tbe  Philippines  bears  to  the 
whale  United  States  Army — ^in  fact,  yon  might  double  that  ratio,  because  troops  in 
tbe  lield  will  rouaume  and  use  double  the  amount  of  stuff  that  is  nsfd  or  oonsumed 
at  a  post — in  that  aame  ratio  are  these  same  goods  shipped  right  through  San  Fran- 
cisco over  to  the  Philippines  from  these  depots.  andtheSau  Francisco  bidder  is  barred 
trom  all  opportunit.v  of  doing  any  business  with  I'ncleSam  forsupplying  the  Philip- 
pines, even  though  he  is  right  at  the  gateway  through  which  those  supplies  pass. 
We  can  not  bid  upon  hardware  t"  be  delivered  in  Jed'ersonville ;  we  can  not  bid  upon 
-clothing  and  boots  and  shoes  to  be  delivered  at  Philadelphia,  nor  upon  saddlery  to  be 
delivered  at-leiferson  Burracks.  But  that  is  the  quartermaster's  role.  He  says, 
"That  is  the  way  we  do,  gentlemen;  that  is  all  there  is  to  it." 

Q.  Which  virtually  shuts  out  y on r con n try  f— A.  Virtually  shuts  out  San  Francisco 
oompetition;  yes.  Now,  we  do  not  ask  for  a  monopoly  of  that  business  by  any  means. 
Bnt  let  tbe  Govemnient  call  for  bids  for  goods  to  the  extent  that  the  serviae  in  the 
Philippines,  Honolulu,  Chinit,  and  the  Pacific  coast  posts  may  demand,  goods  of  all 
kinds  for  delivery  in  San  Francisco.  That  gives  as  a  chance  to  bid  upon  them.  It 
does  not  bsr  tbe  man  iu  I  hioago  fVoni  bidding  upon  tbe  goods  to  be  delivered  In  San 
Francisco  also ;  nor  does  it  bar  the  man  in  Philadelphia  itom  bidding  npon  goods  to 
be  delivered  in  San  Francisco.  But  where  we  are  it  is  like  making  water  run  up 
hill.  We  have  got  to  send  these  goods  from  San  Fraooisco  first,  overcoming  onr 
inherent  mannfuctaring  disadvantages  which  I  have  already  described.  Then  we 
have  toslilp  them  back  tii  Philadelpbia  and  pay  thefivigbt  on  them  to  Philadelphia 
and  all  these  other  points  that  I  have  descrioed.  After  all  that  has  been  done  they 
come  right  back  to  onr  door  again. 

Q.  That  is  not  very  good  ecoDomjT — A.  No,  we  can  notdoit;  weoannntservetfac 
Oovertinieut  in  that  way.  We  could  serve  the  Government  if  we  oonld  deliver  those 
goods  at  the  qnarlermaster's  depot  in  San  h'ranoiaco,  if  the  Government  could  establish 
atorehouses  and  carry  stocks  of  all  tbe  military  supplies  of  every  nature  whateoever, 
commissary  stores  as  well  as  ([uartermaster's  supplies,  iu  San  Francisco,  and  that  seems 
to  me  to  be  the  sensible  and  rational  thing  to  do.  I  mention  that  since  you  asked 
me  about  otbur  legialatiun,  not  knowing  whether  il  is  withiu  the  province  of  the 
Secretary  oi'  War  to  so  arrange  that  or  whether  it  requires  Congressional  action.  It 
•eems  to  me,  at  any  rat<!,  it  should  be  tbe  subject  of  Congressional  inquiry  why  one 
section  of  the  United  States  is  discriminated  against,  for,  whatever  the  intention 
may  be,  it  amounts  to  diBcrimination.  I  donotaccusethearmyaathorities  of  doing 
It  with  the  purpose  of  discrimiuatiDg ;  but  we  look  at  the  results  and  jmlge  of  the 
intents  and  purposes.  That  is  something  which  I  hope  may  come  within  the  prov- 
ince of  this  commission  to  ailvise  Congreas  of.  We  could  not  and  did  not  expect  to 
]>articipate  in  tbe  supplies  furnished  in  Cuba  or  Porto  Eico  when  the  seat  oF^opero- 
tions  was  over  on  this  side.  We  recoKni^^d  that  our  geographical  position  wonld 
not  admit  of  it,  and  we  were  not  able  to  do  it;  hot  we  certainly  feel  we  ahonld 
have  a  fair  chanoe  wben  it  comes  to  shipping  the  goods  through  onr  doors  to  the 
Philippines. 

(Testimony  closed.) 

Whereupon,  at  11.15  a.  m.,  the  speoiol  subcommission  odjotimed  nntU  Hot  SO,  JSOl, 
*t  10  o'clock  a.  m. 
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TESTIHOFT  07  KE.  J.  C.  STDBBS, 

Third  I'ice-Pretident  of  tJte  Southern  Pacific  Compaug. 

The  ipeoial  BubcoiniiiiBBion  met  at  10  a.  m,,  Mr.  A.  L.  HftrriB  presiding.  At  that 
time  Hr.  J.  C.  Stabbs,  of  San  FraDcisDo,  Cal.,  tbird  vice-preaident  of  tbe  Soutbern 
Pacific  Company,  was  introdnoed  as  a  witueaB,  and,  being  dnl;  amom,  t«8tified  aa 
follows : 

*i.  (By  Mr.  A.  L.  Har&ib.)  Youmay  state foarname, poet-offlceaddrew,  andyoar 
oocupatiun.^A.  J.  C.  Btnbba;  1  live  in  Son  Frandsco;  I  am  at  present  tbird  vio»- 
preaidonl  of  the  Soatbero  PaciGa  Company. 

<4.  How  loDg  have  yon  been  connected  with  the  SODthem  PaclBet — A.  Since  ISTO. 
At  one  time  it  was  the  Central  PaoiQc. 

Q.  You  can  give  the  relation  between  the  two  compaales,  past  onil  present,  givtog 
the  preeeot  territory  covered  by  yonr  company, — A.  The  Southern  Pacific  Compauy 
is  a  Kentucky  corporation,  Jast  what  itn  chartered  powers  are  I  can  not  detail,  but 
it  has  anthority  to  own  and  operate  railroads  and  tu  do  sundry  other  things  which 
railroad  companies  uodor  ordinary  Gbart«rs  can  not  do.  It  controls  bv  ownership 
of  a  majority  of  the  stock,  as  I  nnderstand  it,  the  railroads  which  now  form  its  two 
Byst«iuB  of  roads,  namely,  the  Atlantic  system  and  tlis  Pacific  system,  and  there 
might  be  a  anbdivision  of  the  latter  under  the  title  of  the  roads  in  Teias. 

Q.  (Bv  Mr.  DUKAND.)  What  is  the  distinction  between  those  Atlantic  and  Paoiflo 
systems  1— A,  (Producing  map.)  Originally  the  Atlantic  nystem  included  all  thelines 
east  of  El  Paso,  and  all  these  roads  were  leased  by  the  Southern  Pacific,  but  tike 
laws  of  Texas  forbade  the  leasing  of  Texas  roads,  I  believe,  and  make  other  require- 
ments that  necesHituted  tbe  cancellation  of  the  leases  and  the  separate  operation 
of  Texas  lines;  sii  that  the  jeases  were  canceled  and  tbe  management  was  mode  to 
conform  with  the  Texas  law,  since  which  time  the  Atlantic  system  as  a  term  has 
been  applied  only  to  the  lines  east  of  the  Texas  and  Lonisiana  State  line.  Lines 
witliin  Texas  have  lieen  comprehended  in  our  phraseology  under  the  term  "  Texas 
lines."  The  Paoilic  Kystem  embraces  all  the  lines  west  of  1^1  Paso  and  westof  Dctden 
and  south  of  Portland,  There  is  quit«  a  nnmberof  rouds  that  are  embruced  in  those 
several  systems.  Ynii  can  get  a  list  of  them  from  the  anunal  report,  whereas  1  would 
have  to  consult  tbe  report,  perbaps,  to  name  them. 

Q.  How  long  has  it  been  since  tbe  Central  Pacifio  was  w 
mony  with  the  Hoiithem  PaoiHct — A.  There  never  has  been 
nious  and  cooperative  relationship  between  them. 

Q,  Whb  that  brought  about  by  common  ownership  from  the  beginningt—A.  By 
common  control,  not  altogether  by  oommou  ownership,  I  think.  I  think  at  one  time 
the  people  who  practically  controllFd  the  Sontberu  Pacilic  Company  ilid  not  control 
the  Ontral  Paciiic  as  owners,  tbat  is,  did  not  bave  within  tbeir  oontral  a  mt^ority 
of  the  stook  of  the  Central  Paoitic. 

Q.  .In»t  prior  to  the  recent  purchase  or  eiohange  of  the  stocks  of  the  Central 
Pacific  for  those  of  the  Sonthnm  Paoilic,  what  was  the  formal  relationship  between 
the  two  companiesl— A.  The  Southern  Pacific  Company  leased  tbe  Central  P«clfic 
Company's  roailB, 

Q.  That  was  the  ease  prior  to  the  exchange  I — A.  Yes. 

Q.  How  lonj;  since  the  prior  lease  waa  oiadel — A.  I  would  not  have  It  in  my 
memory,  but  since  about  1SH5,  I  think. 

<2.  And  the  preBent  relationship  between  the  two  companies  is  what t — A.  I  can 
not  tell  yon.  ItiBamattertbatlaninotcoDoemedin  in  my  oincia]  dntles,  and  I  never 
have  taken  pains  to  inqnire.  There  is  a  merger  of  interests  there  tbat  1  would  have 
to  coach  myself  on  in  order  to  explain,  and  I  oelieve  that  you  can  get  it  from  study- 
ing the  annual  reports  better  than  1  can  tell  yon.  I  have  no  heeitation  nbnut  giving 
you  all  I  know  about  it,  bnt  it  would  not  be  satifsactory  to  you,  and  It  would  not 
he  good  testimony. 

Q,  (By  Mr.  A.  L.  Harkih.)  You  may  state,  if  you  please,  what  the  nature  of  the 
case  is  now  pendina  before  the  Interstate  Commerce  CoinDoission. — A.  It  is  a  long 
story  to  make  it  folly  understood  by  laymen — those  not  Interi'sted — and  I  will  per- 
haps have  to  be  a  little  prosy  in  order  to  enable  you  to  nndiirBtaud.  In  the  first 
placa,  tbe  fourth  section  ot  the  iutervtate-ootnuierce  law  impliedly  lecogulzui  that 
under  a  substantial  difference  in  circumstances  and  conditions  a  nigher  rate  for  a 
shorter  haul  that  is  contained  within  a  longer  haul  may  be  jnstitiable,  than  fur  tbe 
same  longer  haul.  The  courts  have  derided  in  cases  thst  involved  that  <|aestion, 
upholding  or  justifying  the  higher  rate  for  the  shorter  haul,  or,  as  it  is  popularly 
expressed,  the  lower  Tat«  for  toe  longer  haul.    Usually,  the  Interstate  Con     — 
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CommlMion  limited  the  conditionB  and  circamatanoea  tbatwonld  JnitifyAlower  rote 
for  k  ]ODg«r  hkiil  to  CMinipetitioD  by  foreign  cairien  or  by  sea  ourien,  wbioh  were 
not  aobject  to  the  intentale-coiDmi'rce  law  and  not  witbiD  tbe  juriadiction  of  the 
commiMton — that  claBaof  competition  which  lliey  coatd  not  coDttol  and  that  claaaof 
carriert  which  waa  not  an^eot  to  the  intentate- commerce  law  aa  United  States  rail- 
load*  are  aubjact  to  it.  The  competition  ariaing  from  aucb  canieia  they  wonld  con- 
strne  aa  creating  a  safflcienoy  of  difference  in  cirennutaocM  and  condiliona  to  Jnatt^ 
a  lower  rate  for  the  longer  hanl. 

San  Franeiaco,  being  a  aeaport,    _  .  , 

aa  ^m  New  York  and  from  all  pointain  the  Eaat  thatw 
of  theaea-goingorMa-trauaportinKTeaaelaby  way  of  New  York.  As  aresnlt  of  that 
ciroamatance,  the  oonipetition  of  Uie  aea  cairiera  between  New  York  and  Han  Prao- 
ciaco  controla  the  rate*;  Ibal  ia  toaay,  the  carriers  can  not  get  a  compensatory  rate, 
or  what  they  may  regard  or  can  eetabliah  aa  a  fnlly  comiienaatory  rate  for  their 
aeTTlce  from  New  York  to  San  Franeiaco.     All  they  can  get  ia  what  the  a 


will  let  them  have;  and  the  oompanaabny  rate  ia  that  rate  which  will  bear  ita  foil 
share  or  coutribote  ita  fkill  ahare  toward  all  ezpenaea  of  tranapartation,  inolnding 
Axed  charge*  anoh  aa  interest  and  taiea  and  other  expenses  that  do  not  efaange  or 


flnctnate  with  the  volniue  of  trafSo  The  rates  from  New  York  to  San  Fmnoiaoo 
being  controlled  by  this  competition,  weie  not  ancb  rates— not  compensatory  rat«8 
In  that  aenae — and  the  practice  of  the  carriers  between  New  York  and  San  Franoiaoo 
has  been  to  meet  aea  competition  Jnat  aa  far  aa  it  extended  and  no  farther.  For 
example,  taking  the  rate  from  New  York  to  San  Francisco  aa  a  baaia,  the  rate  from 
New  York  to  an  interior  town  in  California  wonld  be  aa  mnch  bieber  tban  the  rata 

,.    ,   .    .,.      -^  ._.j  ....._  J.  ,  _  -^jing  (^g  local  rate  (Tom 

)ngb  rate  from  New  York 
to  Saa  Francisco.  It  follows,  we  may  aay,  practioally,  that  the  rates  from  New 
York  to  all  points  intermediate  in  the  Weet  nave  been  higher  than  the  r«tee  from 
New  York  to  San  Francisoo. 

Q.  How  far  back  eaatward  doea  that  gof— A.  I  can  not  tell  yon.  It  goes  back 
until  it  mna  into  a  reaaonably  compenaatory  rate  there,  wherever  that  may  be. 

Now  then,  there  have  intereata  grown  np  along  the  railroads  and  many  a  com- 
mercial commnnity  at  intermediate  points  like  Httsbarg  and  Chicago,  and  these 
railroads  and  thene  interests  in  the  intermediate  territory  like  Pittsbnrg,  Chicsgo, 
St.  Lonis,  St.  Paal,  etc.,  contend  that  they  are  entitled  to  a  lower  rate—for  example, 
frum  i;hioago  to  San  Fraocisco— than  ia  made  from  New  York  to  San  Francisco,  not- 
withstanding tbe  fai^t  that  New  York  is  nearer  San  Francisco  than  CbioBKo  Is  in 
point  of  cheapness  of  traosportatlon,  because  these  cnrrieta  by  sea  are  the  cbeap««t 
Known  oarrieis.  Bat  they  claim  that  nn  arcoant  of  their  nearer  proiimitj-  by  rail 
the  distance  by  rail  should  be  tbe  controlling  factor  in  regulating  rates,  and  tbeve- 
fure  Chicago  sbonld  take  a  lower  rate  to  San  Francisco  than  New  York,  no  matter 
what  the  inQoences  are  npon  the  New  York  rate,  or  whether  it  ia  a  compensatory 
rate  or  not.  So  certain  merchants  at  Chicago  and  St.  Lonia  have  instituted  a  suit 
before  tbe  Interstate  Commerce  Commiaaion  to  compel  tbe  graduation  of  these  rates. 
The  answer  of  the  iSonthern  Paoific  and  of  the  California  merchants  to  their  com- 
plaint is 

Q.  (By  Mr.  A.  L.  Harris,  intermpting.)  Is  that  the  only  road  that  is  involved 
in  tbia  controversy f— A.  Oh,  no;  all  the  roada  are  involved — the  Sante  Feand  every 
other  road  that  participates  in  the  bnainesa.  But  the  burden  of  the  defenae  reels 
upon  the  Sonthcrn  Pacific,  becauae  it  is  tbe  most  important  interest  and  becanae 
it  operates  a  through  line  from  New  York  to  San  Francisco.  It  has  no  line  to 
Chicago,  while  the  other  lines,  like  the  Santa  Fe,  originate  at  Cbloago.  Their  con- 
tention IS  that  instead  of  Chicago  liaving  a  higher  rate  to  San  Franoisco  tban  New 
York  it  sbonld  have  a  lower  rnte. 

There  ia  no  more  reason  why  there  sboulil  be  a  lower  rate  from  Cbioago  to  San 
Pranciscotlian  there  sbonld  be  alower  ratefWim  New  York  to  Fresno,  Cal.  It  iajnst 
cbangiuK  it  around.  The  one  is  an  intermediate  shipping  point  and  the  other  ts  an 
intermediate  receiving  point,  and  the  law  sbonld  operate  both  ways.  Everybody 
tbiit  ia  interested  in  a  bnsineas  over  here  justlties  the  tiiglier  rate  to  tbe  intermediate 
point  on  tbe  West  coast,  but  bei^anse  of  the  ptagnitude  of  tbe  interests  at  Chicago 
and  St.  Louis  and  the  tremendons  pressure  oi  commercial  and  political  int«resta 
behind  these  roads,  they  want  an  exception  made  of  tbe  interior  shipping  point.  "'~ 
think  tbe  interior  Bhipping  point  should  he  treated  the  same  attthe  interior  recei'  _ 
point.  We  contend  that  all  interests  should  be  treated  alike,  tbst  this  principle  that 
they  seek  to  put  in  force  here,  if  applied  as  a  juat  and  reasonable  interpretation  of  the 
law  would  oblige  it  to  be  applied,  wonld  aimply  be  ruinous  to  all  of  these  roada, 
because  it  wouM  bring  down  all  their  intermediate  rates  to  the  level  of  these  com- 
pelled rates,  these  noncompensatory  rates  which  are  forced  upon  them  by  the  aetlve 
competition  of  seagoing  carriers.     This  is  one  question  that  is  involved. 

Another  question  ia  as  to  tbe  difference  between  carload  rates  for  carload  ijuanti- 
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Um  and  r*tM  foi  lesa  than  carload  <juantities.  Then  is  an  a^ustment  in  Cali- 
fornia tariffs  to-day  whicb  la  about  npon  the  same  basis  as  similar  adjUBtmeuts  in 
the  majority  of  tarilfs  io  tbe  oonntry.  It  operates  to  enable  the  luercbaiits  of  Sau 
Francisco,  Portland,  fieattle,  TaeoDiK,  aod  Lios  Au((eles,  ttie  jobbing  and  dlstribittiD); 
ceuteTB  on  tbe  Pacido  ooast,  to  Import  goods  bj  oarloads  and  then  distriliiite  back  at 
lt:Rs  than  oarloads,  precisely  as  tbe  Cbioago  and  St.  Lonis  Jobbers  huj  from  tbe 
uifttiiifacturers  in  carloadn  and  diitribute  Into  Ibeli  territory  in  lass  tb an  call oada. 
Now  then,  St.  Lonis  and  Cbi'^ago  and  other  intermediate  large  jobbinKceiit«rs,  \eiy 
afCt^ri-Hsive  and  pnisliing.  are  reach inj;  out  into  Pacific  coast  territory.  Tbey  feel  that 
the  dilferentialabetneen  carioatls  and  lens  than  carload  rates  into  tbut  territory,  wliile 
they  are  no  greater  apon  the  average  than  they  are  In  tbeir  own  territory  or  in  Ilia 
Middle  West,  like  Colorado,  is  diHadvantageous  to  them  and  an  adrantage  to  tbn  Sau 
Franolaoo  murcbant,  and  they  seek  throngh  the  ooniia  to  compel  tbe  miidifi cation  of 
those  dtfTereutiais  BO  that  they  can  distribnt«  their  goods  there  to  the  conaouieT  as 
against  tbe  Pacifio  coa«t  Jobber. 

Q.  Could  you  state  about  tbe  amount  of  the  present  diderentialsT — A.  No;  I  can 
not.     It  differs. 

Q,  Or  about  tbe  percentaget — A.  \o;  it  is  arbitrary.  I  would  like  to  lake  tbe 
tariff  and  go  through  it  with  you,  bat  it  would  lumber  np  your  records,  and  I  oun 
not  deal  here  with  anything  but  generiiJ  statements.  If  yon  want  tbe  detaibt  of  it, 
it  will  all  be  spread  on  the  records  of  the  Interstate  Commerce  Commission. 

Q.  I  do  not  desire  the  w bole  of  it,  but  I  thought  by  way  of  illustration  we  could 
have  it  on  one  or  two  articles. — A.  Tbe  diflereiitial  Itetween  carlonds  and  leas  tliau 
carloads  will  range  all  the  way  from  50  cents  npwards,  I  eappose — the  extreme  is 
91.50  per  hnndredpounds— according  to  tbe  rate. 

Xow,  them  is  another  featore  of  the  rane.  Take  tbe  indivldnal  items  of  hardware. 
Yon  knuir  shelf  hardware  embraces  a  grc^at  niany  hundred  different  articles  of 
general  hardware,  and  the  real  movers  in  this  complaint  and  tbe  people  who  are 
pnsbing  it  and  putting  up  the  money  for  it  are  the  Simmons  Hardware  Company  of  St. 
Louis,  and  Hibbard,  Spencer  A  Bartlett  company  of  Chicago,  twoof  tbe  largest  hard- 
ware companies  In  the  world,  Simmons  is  probably  the  largest  In  the  world,  and 
Hibbard  is  a  cloae  second.  So  it  is  tbe  hardware  interests  tbut  are  mostly  Interested. 
They  wsDt  a  number  of  articles  that  now  take  different  rates  to  be  rated  tbe  sumo. 
For  the  purpose  of  illnstration,  and  without  pretending  to  give  yon  act-'uralely  tbe 
names  of  the  articles  tlicy  wish  grouped  uuder  one  rate,  we  will  asHume  tbat  ham- 
mers take  one  rate  and  hatchets  another,  and  eborels  atlll  another,  anil  planes 
another.  They  want  those  4  it«mspntunder  one  rate.  Why  t  So  that  when  packed 
together  in  one  package  they  wonld  all  go  at  one  rate.  While  where  they  bave 
diHerent  articles  taking  different  rates  packed  together  in  one  package  now.  tbe 
whole  package  is  cbarged  for  at  tbe  rate  given  for  the  higheHt-rated  article  in  tbe 
package.  Now,  you  see  at  once  tbe  object  of  that  proceeding  is  that  they  may  make 
np  an  assorted  package  to  get  to  the  retail  consumer  out  there. 

With  that  explanation  ft  would  appear  to  be  a  tight  between  the  Simmons  Hard- 
ware Company  of  St.  Louis  and  Hibbard,  Spencer  &.  Bartlett  Company  of  Chicago, 
representing  themselves  chiefly  bnt  having  tbe  sympathy  of  certain  other lirms  at  (it. 
Paul,  Chicago,  and  St.  Louis  against  the  jobbers  of  Seattle,  Taooma,  Portland,  San 
Francieco,  and  Los  Angeles  (partlealarly  the  hardware  and  iron  trade)  for  the 
Pacific  coast  trade. 

Q.  (By  Mr.  A.  L.  Harkis.)  Wherein  does  this  case  differ  ftom  what  is  known  aa 
the  Chamber  of  Commerce  case  of  Denver  t' — A.  It  differs  only  in  its  magnitude.  It 
affects  greater  interests,  covers  more  territory  and  a  greatei  nnmber  of  classes  of 
business. 

Q.  Thejobber  atDenverin  tbatoaae  wastrying  toget  a  better  rate  for  broken  car- 
load lots,  washet—A.  No;  tbeDenvercasewasonethatoameatriotly  within  the  long 
and  short  haul  clause.  It  might  fall  vliollv  in  the  first  subdivision  of  my  testimony — 
that  which  comprehended  grade<l  rates.  The  Den  ver  jobbers  claimed  that  tbi'y  should 
have  a  lower  rate  to  points  in  California  than  were  given  to  Missouri  Kiver  points, 
and  tbat  rates  from  California,  for  example,  to  Denver  should  be  lower  than  to  the 
Missouri  River.  The  case  was  tried  and  it  was  found  that  tbe  exci'ptional  circum- 
stances and  conditions  were Huch  as  to, justify  a  bigberrateoD  sugar  to  Denver  than 
to  tbe  Miseonri  from  the  Pacifio  coast.  For  west-bonnd  business  from  Denver  to  Cali- 
fornia, tbe  roads  conceded  tbe  same  rates  to  Denver  aa  to  the  Missouri  River — that  is, 
tbe  rates  from  Denver  to  San  Francisco  shonld  not  be  btgber  than  tbe  rates  A'oni  the 
Missouri  River;  but  tbat  was  proffered  in  a  spirit  of  compromise,  simply  because  the 
amoDnt  involved  was  not  worth  anarreling  over.  Bnt  the  question  of  differentials 
between  carload  and  less  than  carload  woh  not  raised  in  that  case,  nor  was  the  ques- 
tion of  grouping  a  nnmber  of  articles  under  one  rate  that  would  enable  tbem  to  be 
packed  together  in  one  package.  In  those  reapeota  it  differs  f^m  thia  St.  Louis  case, 
except  tbat  the  Denver  case  involved  very  little  business,  while  tbe  St.  Louia  case 
covers  a  very  large  bUBineaa. 

1  Bea  tsstlmiHi;  of  Ur.  Qrlffltb,  p,  «51. 
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Q.  (By  Mr.  Dorand.)  Is  there  an;  difference  in  regard  to  tbe  natnre  of  the  com- 
petition  wbich  the  railioadB  pleaded  as  a  reason  for  the  diHerences  in  rates  in  this 
caaeT  That  is,  was  sea  competition  involved  tntheDenvercatief — A.  Sea  competition 
was  involved  in  that  record  to  some  extent;  hut,  of  conme,  the  ^ruuter  tonnage 
being  abtpped  from  tbe  West  to  San  Franctaco,  the  sea  competition  has  lost  some  of 
its  force  tiy  the  time  it  gets  out  there.  Sea  competition  lo^ea  its  force  in  an  inverse 
ratio  to  the  iliataDce  you  go  west  from  it.  SeaoooBt  competition  ia  a  vital  factor  and 
condition  at  Chi>»go,  and  goods  have  been  taken  to  San  Francisco  \ia  Neiv  York 
from  Kansas  City,  and  go<Mla  have  been  taken  from  Sao  Francisco  by  sea  ami  the 
Canadian  Pacihc  and  brooght  hack  as  far  as  Dodge  City  on  the  Atobiaon  road  in 
Kansas. 

Q.  What  was  tbe  ground  for  claiming  tbe  right  to  (charge  a  higher  rate  or  even  an 
equal  rate  from  Uenver  to  tbe  Pacific  coast  than  tbe  nitc  from  Missonri  Kiver 
pointsf— A.  It  was  simply  this  sea  competition.  Tlje  rates  from  Ne\r  York  were 
forced  down  by  the  sea,  and  rates  from  Chicago  are  atl'ected  by  the  sea  oompetitiuii 
as  mach  as  New  York,  except  tbe  cost  of  getting  tbe  goods  from  Chicago  to  New 
York,  which  ia  smaller,  and  so  on,  as  you  go  west.  Sea  competition  iufluences  all  the 
tarilf  OS  far  west  as  tbe  Missonri  River.  Now,  snppose  we  stop  at  tbe  Miaaourt 
River  and  admit  that  its  force  is  expended  there.  That  wonld  make  it  easy,  then, 
would  it  not,  on  tbe  basis  of  tbe  railroads  being  allowed  a  tally  compansalory  ratei 
It  wonld  not  be  fair  to  take  the  rate  fixed  at  the  Missouri  River  ns  the  measure  of 
the  rate  to  be  charged  from  Denver  on  a  mileage  basis.  We  held  that  tbe  rat«  from 
tbe  Missouri  Kiver  won  a  fair  rate  to  be  applied  from  Denver.  We  accepted  it,  and 
it  is  tbe  rate  to-day,  and  tbe  Denver  shippers  have  accepted  it. 

Q.  Was  there  any  contention  that  from  tbe  Jlisaonri  River  there  was  so  much  com- 
petition between  tbe   diAerent  railroad  companies A.  flnterruptiug.}  Ko;  we 

have  not  raised  that  question,  becanse  the  comminsion  nntll  recei:  t  cciurt  decisions 
bos  always  refused  to  recognize  either  market  competition  or  mil  comjiptition,  bnt 
the  Supreme  Court  has  since  recognized  both,  anil  I  presume  the  commission  will 
hereafter  take  a  different  view  of  it.  Originally  tbe  stand  was  taken  with  respect 
to  Deliver  on  this  ground,  that  if  we  reduced  the  rates  fbjm  Denver  then  the  rates 
would  have  to  eo  down  ^oia  all  points,  because  Denver  Is  ot  atfected  by  tbe  sea 
competition,  anil  never  has  been.  It  might  beeaid  that  its  trntllc  practJcnlly  moved 
nniler  substantially  the  same  oircumstnncee  and  CDDditioDS  aa  tnat  of  Salt  Lake 
City,  and  traSSo  of  alt  other  towns  that  were  similarly  sitnat<.'d  in  respect  to  sea 
oonipetitloa.  We  refused  to  recognize  market  competition ;  we  refused  to  recognize 
railroad  competition  as  a  factor  in  determining  rates  under  the  funrtb  section  of  the 
law.  Therefore  we  were  obliged  to  bold  tbe  rates  up  from  Denver  in  order  to  pro- 
tect the  revenue  in  other  territories.  When  the  Interstate  Commerce  Commission 
reviewed  the  complaint  of  the  Colorado  t'nel  snd  Iron  Company  case  they  found  It 
had  a  high  rate  from  Denver.  It  wus  not  a  rate  that  the  rnilrouds  wanted ;  it  was 
not  a  rate  that  waa  fair  and  jnst  and  equitable  to  Denver.  It  was  a  rate  that  was 
compelled  iiy  our  nndprstaniiing  of  the  construction  that  the  Interstate  Commerce 
Commission  had  given  to  the  law.  When  tbe  case  waa  board,  much  to  our  surprise 
tbe  commission  measured  the  rate  from  Denver  by  tbe  rates  from  \ew  York  and 
ftom  Chicaso,  thus  giving  Denver  the  benefit  of  sea  competition.     This  ostensibly 

Kit  the  railroads  in  tbe  ridlcnlons  position  of  vobintarily  uaintaiuinir  a  SI.60  rata 
am  Denver  as  against  60-c'ent  rate  from  Cliicago  and  New  York.  The  rate  from 
Chicago  and  New  York  was  iiied  by  the  sea.  We  dirt  not  rednee  the  rate  ft'om  Den- 
ver, beoauseif  we  bad  doneso.accordiugtotheadviceofcciuiisel,  we  wonld  thus  have 
admitted  sea  competition  »e  controlling  at  Denver,  and  if  at  Denver  whynot  every- 
where, which  would  have  compelled  ns  to  reduce  rates  from  all  points.  Wither,  we 
were  advised  that  the  reiluctioD  could  not  be  limited  to  tbe  products  of  the  Colorado 
t'nel  and  Iron  Company.  It  wonld  bave  to  be  spread  over  all  bnainess,  because  the 
law  preeoribes  that  rates  can  not  discriminate  between  different  articles.  It  seems 
that  our  endeavor  to  comply  with  the  law  as  we  nuderslood  ft  put  tbe  Sontfaem 
Pacific  Company  into  an  absurd  position  before  the  general  public. 

Q.  (By  Mr.  A.  L,  Harris.)  Is  there  any  difference  in  policy  between  the  aonthem 
Pai^ific  and  the  Great  Northern  or  Northern  Pacifio  with  regard  to  either  carload 
ditlcrentiaJsorgradedratesT— A.  No;  not  as  to  practice  with  respect  to  graded  tato^ 
eo  fur  as  J  know.  But,  on  one  qneatiau  in  this  case,  yes,  Tbe  Northern  Pacific  and 
the  Great  Northern  originally  carried  the  same  tariff'  that  is  now  carried  to  (^olifor- 
nja.  Upon  petition  of  the  Chicago  and  St.  Lonis  people,  they  reduceil  the  dilTeren- 
tial  between  carloads  and  less  quantities  and  made  it  on  a  basis  that  was  acceptable 
to  tbe  Chicago  and  St.  Lou  in  merchants.  There  is  that  difTerenoe.  Now,  tbe  reason 
for  that  Is  this:  The  Great  Northern  and  the  Northern  I'ncitic  are,  in  a  lar);^  nieaa- 
nre,  dependent  upon  eastern  cities,  like  Chicago  and  SI.  Louis,  etc,  for  their  bnai- 
ness. There  is  no  c..nsic1erah]e  jobbing  business  at  tbe  western  end  of  their  lines. 
That  is,  there  are  no  snch  honsea  of  strength  or  magnitude  of  liusineaa  on  Pnget 
Sound  na  there  are  at  !?ao  Francisco.  They  simply  elected  between  whether  they 
wonld  adopt  the  ideas  of  Chicago  and  the  eastern  houses  or  whether  they  would 
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adopt  the  ide»a  of  the  boneea  upon  their  weetem  end,  and  thej  cbose  what  tbey 
ooDBidered  to  b«  tbe  atrongeat  interest  to  protect,  ■nborilinatliig  the  interests  of  the 
weaker  ones  that  needed  protection.  Of  course,  that  Is  merely  an  expression  of 
opiaion. 

Q.  Do  thoHe  rates  seem  to  be  eatlBfaotoryf — A.  No. 

Q.  To  Cbioago  and  St.  Looiaf — A.  Yes;  tbey  are  to  Chicago  and  St.  Lonis.  I 
thonght  yon  were  going  to  ask  sboat  Tocoma. 

Q.  (By  Hr.  DUBAND.)  Are  TacoroamndSeattle  taking  an  octivepart  in  this  suitt — 
A.  Yes;  there  are  two  Tocoma  merohantB  and  one  Seattle  merchant  here,  represent- 
atives of  the  largest  bonses. 

Q.  And  what  attitude  do  these  two  Northern  mods  take  in  the  case— simply  a 
nentral  attitude,  or  are  they  actively  favoring  the  nhaDges  or  opposed  to  themf — A. 
They  have  got  a  tariff  In,  and  their  attitnde  is  one  of  indifference,  so  far  as  1  can 
observe,  as  to  how  this  case  goes.  That  is  merely  au  opinion.  I  do  not  know  that, 
•s  tcHtimony,  it  Is  very  valuable. 

Q,  What  would  be  the  effect  of  a  decision  that  tho 
Southern  Paoifle,  say,  were  Jnstitlabler  How  would  it 
A.  It  is  not  the  difTerential  of  the  Sonthern  Pacific.  It  is  the  fairand  through  tariff, 
and  all  the  transcontiuental  roads — the  Barlington,  the  Kock  Island,  Union  Pacitiu, 
and  others— are  interested.  It  is  the  fashioJi  to  put  all  the  respunsibility  on  the 
Sontbern  Pacific.  Wearereadylo  admit  the  responsibility  for  this  parti cnlar  thine, 
hnt  it  shontd  not  he  forgotten  that  the  Santa  Pe,  the  Eurlington,  and  the  Kock 
Island,  and,  for  that  matter,  all  the  trunk  lines,  are  Just  as  much  parties  to  this  tariff 
as  the  Southern  Paciflc,  and  parties  to  theae  differeutlsls. 

Q.  Tbe  qnestiou  is,  Will  thew  Northern  roads  aiijust  themselves  to  tliese  differ- 
entials, or  can't  yon  t«lIT — A,  I  can  not  tell.     I  ran  not  tell  what  tbey  wilt  do. 

tj.  Nutnrally  not ;  hnt  the  question  might  be  raised  as  to  whether  there  will  bo 
any  chance  of  the  Interstate  Commerce  Commission  directing  a  uniform  differential 
to  be  pursued  by  all  roads.  Have  they  tbe  authority  to  du  that,  or  any  inclination 
to  do  itt — A.  It  is  qneationable  as  to  how  far  their  authority  extends.  Of  conrHe,lf 
it  goes  to  the  extent  of  making  a  rate  or  prescribing  a  rate,  yon  know  the  SnprHrne 
Court  is  on  record  that  the  Interstate  Commeroe  CommisBiou  has  not  the  authority. 

Q.  It  is  rather  a  theoretical  question  anywayf — A.  Yes, 

Q.  (By  Hr.  A.  L.  IlAnnia.)  Will  you  please  describe  the  system  of  export  and 
import  rates  in  force  and  tlieir  bearing  upon  tbe  iohbing  trade  of  Ban  Francisco  t — 
A.  Thert)  is  not  any  system  of  rates  in  force.  It  is  a  go  as  you  pleane.  The  steam- 
ships on  the  Asiatic  side  take  freight  for  wbatevi^r  they  can  get,  and  the  railroads 
Booept  their  proportion  of  tbe  rate  on  an  agreed  divisinn,  whatever  that  may  be. 
There  is  no  published  tariff.  There  are  no  agreements  that  are  at  all  workable  or 
enforcible.  As  far  as  its  effect  on  the  biiBinees  of  8ao  F'rancisoo  is  concemeil,  it  has 
no  effect  whatever.     San  Francisco  has  never  had  the  business  and  never  can  have  it. 

Q.  You  are  in  a  different  Bitaation,  then,  from  tbe  Atlantic  ports  in  tbutii'spect!— 
A.  Yes;  in  one  respect  wo  ate.  The  import  hiisinws,  exoent  for  the  Pucino  coast 
States,  originiilly  naa  centered  in  the  bands  of  New  York  hoasea,  Boaion  bouses, 
Atlantio  seaboard  housoH.  They  were  tbe  only  importers ;  no  interior  man  ever 
imported;  and  of  course  when  it,  is  once  centered  in  any  particular  place  it  is  pretty 
hard  to  change  it.  But  there  baa  been  a  rapid  and  largo  diminution  in  tbo  propor- 
tion of  the  whole  business  of  tbe  inCtirior  brought  in  through  tlie  Atlan  tie  noast  porta, 
passing  through  the  hands  nf  the  merohants  of  tbe  Atlantic  coast  cities  to  tbe  interior 
since  the  immediate- transportation  act  was  enacted,  which  allows  imported  gooda 
to  go  through  the  coast  cities  nndnr  lock  and  seal  and  duties,  etc.,  settled  at  the 
interior  point.  There  are  now  a  number  of  interior  ports  of  entry.  Since  that  act 
the  facilities  of  importation  direct  from  foreign  cities  by  interior  citiea  like  Buffalo, 
Chicoeo,  Cincinnati,  Cleveland,  etc.,  has  been  inaceased,  and  many  firms  in  those 
cities  import  direct  without  going  through  the  Kew  York,  Boston,  Baltimore,  and 
Philadelphia  houses,  while  formerly  they  did  not  import  direct  at  all,  but  bought 
their  goods  in  New  York.  Now,  then,  so  far  as  Sna  Francisco  is  concerned,  it  never 
distributed  Asiatic  goods  to  the  territory  east  of  the  liocky  Mountains ;  could  not  do 
it  I>ecanse  it  bad  no  railroad  facilities ;  no  means  except  wagons  until  ISTO,  you  might 
H»y.  The  bnniness  was  done  via  Suez  or  the  Isthmus  of  Panama  or  from  Nuw  York. 
The  Atlantic  bouses  distributed  it  book,  and  trade  was  centered  there.  When  the 
overland  roods,  or  tbe  Pacifio  roads,  were  opened  and  they  wished  to  participate  iu 
this  hnsinesH,  tbey  found  It  lodged  in  the  hands  of  the  New  Y'ork  merchants.  Tbey 
had  to  get  tbe  business  from  these  New  York  people,  and  tbey  had  to  make  rates 
that  would  compete  with  tbe  rates  via  Suez  and  around  the  Cape  of  Good  Hope  and 
via  Panama;  and  in  doing  that  they  of  conrse  made  thrnagh  rates,  which  were  lower 
than  tbe  local  rates  and  than  the  rates  of  steamers  which  delivered  nt  Sun  Francisco 
ftoiii  the  Orient.  But  the  railroads  had  no  voice  in  the  rates  from  Asiatic  ports  to 
Ban  Fran cisDo  proper.  Through  tbe  multiplication  of  steamahip  lines  on  tho  Paciflc, 
and  of  the  transcontinental  railroad  lines,  and  their  lighting  for  this  oriental  busi- 
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neas  as  between  thenuelves  and  agaiuBt  the  Snez  and  Good  Hope  roDtes,  rates  have 
been  at  times  lower  from  orieDtd  porta  to  Chicago  and  New  York  than  to  San 
Fraucisco. 

Q.  Does  that  leave  a  sufficient  profit  to  the  railroad  company  when  it  gets  aa  low 

as  that,  BO  th'at  it  amouutB  to  anjthinK  at~all A.  (Intermpting.)     Well,  I  dunbt 

very  lunch  whether  there  is  mnch  profit  in  it.  The  question  of  cost  of  carriage  by  rail 
iaaomewhatabBtruse.  With  all  railroads  there  JBaTolnmeofbaainess  that  must  be 
taken  at  certain  rat«8  without  much  regard  to  the  cost  of  carriage.  I  refer  to  busi- 
ness which  is  the  subject  of  coQipetition.  It  uiay  be  marlcet  competition  or  competi- 
tion by  other  carriers.  Usually  tlie  measore  of  the  rate  obtainable  for  the  carrioKe 
of  anch  goods  is  what  tfaecompetiag  carrier'a  charge  wonld  be.  Thnt  must  lie  canal- 
ized, or  the  business  will  seek  the  conipoting  line.  In  such  cases  the  carrier  seeking 
the  biiainessis  only  coDcenied  to  see  that  he  gets  for  his  service  somethiug  more  thaa 
tb«  actaal  coBt  of  handling  that  partioulai  traffic. 

Ordinarily  this  cost  wonld  be  the  expense  of  taking  np  the  flreight,  patting  it 
aboard  the  cars,  the  clerical  work  of  accounting  attached  to  its  handling,  nnloadlng 
and  delivering  It  at  destination.  The  carrier  does  not  consider  the  n n mere na  fixed 
ehorges  or  any  elementa  of  cost  which  does  not  vary  with  the  voloiue  of  busiueaa 
bandied.  Somewhere  in  the  neiehborjiood  of  75  per  cent  of  what  Is  ordinarily 
termed  operating  expenses  by  rauruad  men  does  not  vary  materially  with  the  fiac- 
taation  in  the  volume  of  business.  Because  of  this,  railroads  always  handle  a  con- 
■iderable  Tolume  of  competitive  bneineiis,  when  it  Is  ueoessary  to  do  bo,  at  rates 
which,  by  comparison  with  its  ordinary  rates,  are  very  low.  The  bnsiness  between 
the  Orient  aud  the  United  States  would  fall  within  this  oloaa  of  bnslneM,  and  with 
that  explanation  yon  will  nnderstandwhyl  think  the  railtoads  have  not  carried  any 
Asiatio  ousiness  at  a  loss,  althangh  the  profit  from  it  may  be  small. 

Q.  <ByMr.Du&AND.)  Conldyougiveanyideaaatowhat proportion inapartionlar 

?9ar — last  year,  for  example— the  Asiatic  import  busiucHS  hauled  by  the  Sonthem 
aciflo  Company  bore  to  its  total  eaatwanl  haul  f— A.  I  can  not.  1  do  not  charge 
mymind  wiUt  it;  but  1  suppose  we  have  never  carried  eastward  to  exceed  12,000  tons, 
and  that  would  he  a  very  small  percentage  of  the  whole  business.  I  do  not  know 
whether  there  are  any  detailed  statistics  in  the  Annual  Beport  or  not.  I  do  not 
carry  those  tonnage  statistics  in  my  mind.  I  have  not  a  vary  good  head  for  figures. 
I  have  never  practiced  that,  beoanee  when  I  want  to  use  them  I  can  always  turn  and 
get  them ;  but  I  guess  wB  will  let  tlie  answer  stand,  because  the  proportion  of  that 
particular  busiueiiB  to  the  whole  would  make  a  very  small  percentage. 

Q.  (By  Mr.  A.  L.  Harris.)  What  Is  the  nature  of  the  differential  allowed  to  the 
Canadian  Paoiflo  RailroadT— A.  By  the  American  linesf 

Q.  B^  the  Amerioan  lines. — A.  None  whatever;  we  fonght  that  out. 

Q.  Has  that  been  a  disturbing  element! — A.  InthepastI 

Q.  In  the  past. — A.  A  very  great  disturbing  elemeut. 

Q.  All  the  differences  now  are  settled T— A.  The  Canadian  Paeifio— I  think  they 
were  fair  about  it  in  the  end.  We  tried  to  agree  and  did  agree  finally  to  arbitrate 
It.  The  result  of  it  was  that  the  American  lines  voa.  They  objected  a  long  time 
and  refused  to  abide  by  the  arbitration,  but  finally  aooepted  it. 

Q.  Was  there  any  rate  cutting  by  the  American  trunk  lines  2  or  3  yean  ago  to 
meet  that  differential  l~ A.  I  can  not  answer  of  mv  own  knowledge.  I  can  say  that 
•o  far  OS  the  tranacontinentol  lines  were  ooncerned — and  we  generally  mean  by  that 
term  the  roadBwest  of  the  MiMonriRiver— therewssDotj  but  the  Canadian  Faoifio 
complained  continaally  that,  while  their  rates  on  their  face  showed  a  differential, 
the  rates  east  of  the  Missouri  Kiver,  and  particularly  eaat  of  Chicago,  were  never 
maintained,  and  that  really  they  did  not  have  the  dlSerential.  Now,  Jast  how  far 
they  were  justified  in  makiug  that  statement  I  do  not  know,  but  I  sappoee  it  is  true 
there  were  sporadic  instances  of  rate  ontting  arising  oonatantly,  and  always  have 

Q.  (By  Mr.  Duband.)  You  stated,  I  believe,  that  to  yoar  knowledge  there  was 
notanyauchf — A.  I  could  not  state  that  there  was  '  "    "     "'         'j-- 

have  given  yon  tbe  rise  of  the  rumor.     It  waa  part  ol 
by  the  Canadian  Pacific — that  much  was. 

Q.  (By  Mr.  A.  L.  Harris.)  If  it  did  exist  then,  it  doe*  not  exist  now  to  your 
knowledge! — A.  I  do  not  know  of  any  rate  cutting  going  on. 

Q.  (By  Mr.  Ddrahd.)  Would  yon  be  in  position  to  know  I — A.  I  wonld  not. 

<j.  With  regard  to  your  own  roa<l,  I  mean  I — A.  Yes,  with  regard  to  onr  own  road 
I  would.     Bnt  the  qneetion  waa  relative  to  the  East  by  the  trunk  lines. 

<j.  Bates  then  maite  by  the  Canadian  Faoifio  ore  precisely  tbe  same  to  the  Eaat 
and  far  Eastern  pointaT — A.  Yea;  as  the  American  lines,  I  understand. 

Q.  That  is,  from  8an  Franciscol — A.  They  have  been  acouaed  of  ontling  rates,  but 
I  never  have  found  it  to  be  true.  I  am  constantly  receiving  charges  oninst  other 
lines,  aa  I  suppose  other  lines  are  reoelving  charges  agaloat  na,  bnt  I  tbrnk  the  con- 

,,  i,C"itKwlc 
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diliotia  M  far  aa  our  traflBo  baa  been  « 

year.    Wben  I  Bay  "nor  traffic,"  1  mean  the  tracacontinf-ntal 

Q.  (By  Mr.  A.  L.  Harris.)  Are  present  rates  what  you  i 
rateiit^A.  Thej  are  always  competitive.     Conditians  of  coiujiimtiuu  iiiwajBaxist 
aad  always  have,  so  far  aa  tbe  tbrongb  bnsineBS  is  concerned. 

Q,  What  is  theexact  cbarocterof  watercompetitionat  San  Franoiaoot — A.  There 
is  the  Panama  Railroad  mnniogSor  4et«amersauiontheacb  way,  Xew  York  to  Sao 
Francisco.  Between  New  York  and  San  Francisco  there  are  steamers  owned  by  tbe 
American-Hawaiian  Steamship  Company  of  tioia  6,000  to  8,000  tons  bnrden  dis- 
patched oace  a  month  via  the  t^traits  of  Magellan  from  San  Frauciaoo.  There  ore 
constant  snilingt  of  ships  aronnd  Capo  Horn.  Jast  what  tbennmber  is  up  for  cargo 
now  I  could  not  tell,  but  I  think  at  the  present  time  tbe  prospect  and  threat,  so  for 
as  the  railroad  company's  standpoint  of  competition  is  ooncemed,  of  competition  by 
sea  Is  greater  than  ever  before. 

Q.  (By  Mr.  Dukand.)  You  mean  in  view  of  tbe  prupoaed  Nicaragnan  Canal  t — A. 
No:  I  muaa  in  view  of  the  building  of  steamsbips  of  large  oapaoity,  of  small  or 
rely  small  coal  consumption,  and  tbe  demnnstration  that  has  been  made  that 
ount  of  their  large  tonnage  and  their  relatively  small  cool  consumption  they 
can  take  cargoes  from  New  York  to  San  Frani-ieco. 

Q.  (By  Mr.  A.  L.  Harris.)  What  class  of  freight  do  these  steamers  carryt — A. 
They  are  taking  all  classes  of  freight,  mostly  the  lower  claeeea;  but  there  is  no 
reason  why  they  can  not  take  everything.  All  the  bnsinees  that  ((oes  now,  business 
of  every  class  that  goes  now  from  New  York  to  San  Froncisoo,  formerly  went  alto- 

Kther  by  sea  aronnd  Cape  Horn  or  across  tbe  fstbinas  of  Panama,  chiefly  around 
j)e  Horn  on  sailing  vessels,  with  a  voyage  of  6  months. 

Q.  (By  Mr.  Dl'rakd).  Are  there  not  some  classes  of  goods  which  on  aoconnt  of 
styles,  perishable  character,  and  bo  on,  are  needed  sooner  than  that  length  of  time 
would  permit  and  so  can  not  be  shipped  by  seaT—A.  Tea ;  bnt  before  them  waa  any 
railroad— before  1870— those  goods  went  by  sea  via  Panama  taking  from  30  to  16 
days  from  New  York.  There  Is  nothinx  bat  perisbable  ftelght  that  can  not  go 
aronnd  that  way,  and  if  they  are  put  to  it,  there  is  no  reason  why  they  can  not 
ship  perishable  ft'eight  that  way. 

Q.  Your  oomp  any,  the  Southern  Faoiflc,  is  interested  in  one  at  least  of  those  water 
lines  via  Panamal — A.  No. 

Q.  The  Panama  PaciQo  Mail  I— A.  Tbe  Pacific  Mail,  the  westem  end  of  the  line, 
from  Panama  np.     It  has  Dot  the  making  of  tbe  rates  lately. 

Q.  (By  Mr.  A.  L.  HARRia.)  Is  the  Western  classification  satisfactory,  or  is  there 
very  much  difference T— A,  1  do  not  think  the  Western  classili cation  Is  thoroughly 
satisfactory '  that  is,  I  do  not  think  there  is  a  road  using  the  classification  which, 
if  it  ware  able  to  adopt  a  classiftcation  for  itself  suitable  to  its  own  particular  busi- 
ness without  respect  to  any  other  business,  would  not  make  material  chanRee  in 
the  Western  clasaiflcation ;  bnt  It  is  a  compromise  in  the  views  of  hundreds  Tii  the 
deference  to  tbe  public  demand  for  uniformity  of  clasaifioation  and  for  aonvenienc«, 
if  there  is  any,  in  the  interchange  of  traffic  to  the  railroads  themselveB. 

Q.  Now,  the  second  part  of  the  question,  in  regard  to  commodity  rates  t — A.  There 
never  can  be  any  olnssilicstion  adopted  that  will  preelude  the  nse  or  necessity  of 
commodity  rat«H.  We  will  have  to  make  commodity  rates.  In  all  my  eiperieiice, 
and  I  have  been  in  this  business  since  1868,  there  have  been  special  tariffs,  coal 
tariffs,  lumber  tariffs,  salt  tariffs,  etc.  They  are  commodity  rates.  As  yon  enlarge 
the  Bcope  of  your  classification  and  extend  its  application  over  larger  territory  and 
over  an  increusing  nnniber  of  roads,  you  will  multiplv  tliu  commodities,  because 
hers  is  a  road  that  wants  to  and  does  use  tbe  Woatem  clsssiti cation.  Bat  the 
Western  classiflcation  does  not  provide  for  a  commodity  which  is  of  very  great 
importance  to  it  and  which  is  of  minor  importance  to  many  other  roads.  It  must  be 
provided  for  by  a  commodity  rate.  The  through  business  between  the  Atlantic 
States  and  the  Pacificcoaat  States  is  done  almost  wholly  on  the  commodity  tariff. 
That  is  liecause  of  the  predominating  or  controlling  iunnence  of  the  sea  carriage. 
It  is  commonly  supposed,  and  I  heard  it  stated  up  at  the  Commission  yesterday, 
that  sea  carriers  do  not  classify  like  railroads.  On  the  oontrary,  they  classify  more. 
Tbey  will  take  tonnage,  cbargiog  by  weight  or  measurement,  'whichever  makes  the 
greater  sum.  Hence  the  rate  per  100  pounds  varies  with  every  change  iu  the  den* 
sity  of  that  flight.  Then  the  value  of  the  goods  effects  a  classification  because 
the  insurance  on  the  goods,  which,  in  the  case  of  railroads,  is  included  iu  the  rates, 
is  tnmed  over  to  the  underwriter.  Everyshipper  by  sea  has  <o  underwrite  his  goods, 
and  the  rate  be  pays  per  100  pounds  varies  with  every  change  in  the  valne  of  the 
goods,  BO  that  if  you  should  work  it  out  you  would  find  that  there  was  a  greater 
olassificatlou  by  sea-going  vessels  than  Ibere  is  with  usj  in  fact,  a  weight  anil  mens- 
nremeat  tariff  by  sea  amounts  to  a  commodity  tariff,  the  rate  changing  with  almost 
every  article  as  density  and  value  change.  If  yon  were  to  express  the  rates— tbe 
ordinary  rotes — of  a  steamship  or  a  clipper  ship  per  100  ponnds,  aa  against  tbeir 
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nsnal  formnla,  jon  noulU  find  that  yon  wonlcl  have  a  different  ntte  fbr  erery  partxo- 
ular  item,  nateas  you  should  be  fortnnate  enongh  tii  find  tno  articlea  that  were  of 
the  same  density  and  the  eame  valuu  per  100  poundB.  That  ia  wfay  we  have  fonnd, 
in  meeting  the  cumpetitiun  of  the  aea,  that  we  must  carry  a  very  large  commodity 
liat.  We  can  not  olaasif;  becanse  we  can  not  gat  any  more  than  eea  competition 
will  permit  ub  to  charge. 

Q.  (By  Mr.  Diirand.)  Vo  all  the  tranBcoDtinental  carriers,  then,  adopt  pretty 
nearly  tne  same  commodity  rates  t — A.  Yee,  altogetJier. 

Q.  They  agree  1 — A,  Yea;  the  some  through  tariff  la  aniformly  applied  to  all  the 
liuea.     it  IB  made  by  ooDference. 

Q.  (By  Mr.  A.  L.  Harrib.)  What  will  be  the  effect  on  operation  of  the  acqnieitiou 
ofthe  UnionPaoifiaby  theSoDthern  Paoifio  Railroadf— A.  What  will  be  the  elfeot 
I  can  not  answer.  It  onght  to  have  no  effect  whatever.  That  Ib,  the  two  Inetitn- 
tiuns  ought  to  be  and  probably  wilt  continue  to  he  operated  separately.  That  is 
merely  au  eipresBion  of  opinion. 

Q.  (By  Mr.  Dckand.)  Has  there  been  any  tendency  in  the  past  to  have  the  prac- 
tical consolidation  of  the  Union  Pacific  and  the  Soatbem  Pacifiol — A.  It  is  not  a 
practical  coniiolidation  at  all. 

Q.  Community  of  interest,  theni — A.  Hardly  that. 

Q.  llaa  there  been  an;  tendency  to  divert  traCBo  from  the  Central  Pacific  to  the 
Southern  Pacific  because  of  the  longer  hanl  which  the  Southern  has  I — A.  Oh,  yes; 

Q.  Will  you  explain  about  thatT— .\.  That  is  said  to  have  been  done  tbroagh  the 


It  also  owned  or  controlled  the  Central  Pacific  line  toUgdeu  in  connection  with  the 
Union  Pacific,  the  Rio  Oranile  lines,  and  others.  These  toads  conuectiuK  with  the 
Central  Pacific  at  Ogdeu,  not  only  the  Union  Pacific,  but  the  Klo  Grande  Western 
and  its  counectioDs,  the  Colorado  Midland,  the  Chicago,  Burlington  and  Quiuoy,  the 
Chicago,  Rock  Island  and  1  acitlc,  the  HiBSonri  Pacific,  the  Wabash,  the  Chicago 
and  Northwestern,  the  Chicago,  Milwaukee  and  St.  Paul,  the  Illinoie  L'antral,  all 
the  trunk  lines  rnnnins  from  Chicago  eastward,  also  the  Northern  Pacltio  connecting 
with  UB  at  Portland,  the  Great  Northern,  the  Oregon  Railway  and  Navigation  Com- 

riany.  livery  nne  of  these  couipauies  has  had  and  now  has  a  well-equipped  hoIIo- 
ting  agency  in  San  I  ranoiscu  and  in  Lon  Angeles  soliciting  business  for  their  linea. 
The  Sonthurn  Pacttic  Company,  since  Its  control  of  the  Central  Pacific  line,  has  not 
exercised  any  undue  iafluoDce  or  authority  in  taking  freight  either  one  way  or  the 
other,  but  it  hae  hud  its  corps  of  men  soliciting  fur  the  Suneet  route,  its  long  haul 
via  New  Orleans,  precisely  as  the  Union  Pacifio,  and  all  tha  other  companies  T  have 
named,  have  had  their  respective  ourps  soliciting  for  the  Ogden  route  and  for  the 
Portland  ronte.  Throngli  these  soliciting  agencies  the  merchant  said  which  way 
his  freight  should  go,  and  it  went  the  way  the  merchant  so  dtrectMl.  The  practice 
dCHcribeil  furnishes  the  only  foundation  for  the  cry  that  lias  been  fioated  about  the 
Halls  of  Congress  here  that  we  were  diaciiminatiug  against  the  Central  Pacific,  and 
that  the  discriminatiou  was  having  the  effect  of  £ininishing  the  value  of  the 
Government  eecnritiee.     It  is  all  poppy  cock;  there  is  nothing  in  it  and  never  waa. 

Q.  Is  there  any  trafBc  which  The  snippers  do  not  care  aboa^  which  yon  have  the 
power  to  divert  if  yon  wish  I — A.  No,  no.  I  suppose  we  do  have  the  legal  power, 
and  we  were  advised  that  we  had  the  legal  powertodiructthe  route 'which  the  freight 
shnll  follow,  but  as  yet  we  have  not  exercised  it,  exoept  in  the  case  of  oranges,  and 
that  only  within  a  year. 

(j.  What  is  the  arrangement  yon  speak  of  aboat  orangee  at  presentt — A.  Simply 
that  we  do  claim  mid  exercise  tlie  right  of  determining  the  route  by  whiah  they  shaU 
go.  That  was  in  order  to  break  up  the  rebate  plan  which  was  being  worked.  Ship- 
pers were  holding  up  our  railroad  oonnections,  saying  that  they  woald  not  give 
them  any  freight  nuleas  they  put  up  from  115  to  t20  a  car.  In  other  words,  the 
practice  is  primarily  for  the  pnrpose  of  enforcing  the  law  and  iriaintaioing  the  tariff. 
Wo  do  not  get  a  cent  out  of  it.     The  Santa  Fe  does  the  same  thing. 

Q.  Supposing  tliiit  there  should  Ije  in  the  future  a  pretty  thorough  community  of 
interest  between  the  Soutliera  Pucilic  and  the  Union  Pacific,  wouta  not  more  of  the 
traffic  go  over  the  more  direct  route  iu  the  future  than  in  the  pastt— A.  You  are  ask- 
ing me  to  discuss  questious  that  are  purely  speeitlative,  and  might  be  in  the  nature 
of  committing  the  owners  of  the  road.  I  do  not  thiuk  I  ought  to  eipresB  myself  on 
that.     I  do  not  see  bow  it  would  do  any  good. 

Q.  What  is  the  exact  nivtnre  of  the  transaction  by  which  the  Union  Pacific  aoqnires 
the  Sonthoro  Pacific,  stating  the  price  paid  for  the  securities,  the  effect  upon  the 
total  capitalization  of  each  road,  etc.  I — A.  I  do  not  know  anything  aboat  it  exoept 
what  I  get  through  the  proHS, 

Q.  What  would  be  theett'ect  of  the  extension  of  the  Chicago,  Burlington  and  Qatner 
to  the  Paelfio  coaatt — A.  I  can  not  say  that  it  would  have  any  further  effoct  than 


J.    O.    8TUBB9: — TBAK8P0KTATI0N  TO  PACIFIC  COAST.       765 

making  one  additional  road  for  tha  commnDitT  to  Bnpport.  I  do  not  tblnk  it  wonld 
build  up  aujr  new  iniluatiy  or  create  an;  new  bnmueaa. 

Q.  The  present  volume  of  tratTlo  does  not  demand  iti — A.  An;  one  of  tbe  lines 
oroiiaing  the  continent  to-daj,  with  proper  equipment  anil  proper  terminal  facilitiee, 
iiuproved  roadbed,  «tc.,  can  do  all  ttie  busineas  tliat  all  of  tbem  art  uuw  doing. 

Q.  Every  additiouHl  road,  in  jour  opinion,  would  be  only  that  mucb  more  expense 
for  tlie  abipperf~A'  I  lb  ink  so.  1  think  in  tbe  end  the  public  has  to  pay  these 
cboTgM.  There  are  sufltcient  loadii  now  to  introduce  all  tbe  competition  that  the 
i-oodo  can  possibly  stand.  There  are  none  of  1  hem  that  I  know  of  paying  dividends 
except  perbaps  the  Great  Northern,  and  It  is  not  doing  it  ont  of  this  transcontinental 
trafflc. 

Q.  What  will  be  tbe  effect  of  Senator  Clark's  new  road  ttom  Salt  Lake  City  upon 
the  rate  situation  t— A.  1  do  not  believe  he  is  Koing  to  have  one.  I  think  the  Union 
Facitic  is  going  tu  build  that  road,  and  tbe  effect  of  it  will  be  simply  tu  have  one 
mole  ruad— simply  divide  the  boeiness  of  souttiem  California  with  tbe  Santa  Fa 
and  tlie  El  Pasn  routes.     I  do  not  know  whether  it  will  beuetlt  the  Union  Pacific. 

Q.  What  has  been  tbe  movement  of  rates  npon  tbe  trans-PacitJc  roads  during  the 
lost  10  yearsi  Have  they  been  reduced,  equalized,  or  in  any  case  increased t — A.  In 
tbe  last  10  years,  yea.  Ilie  last  10  yearn  would  take  as  back — that  would  be  since 
1891,  aud  tbe  rales  have  beeu  very  coiuiiderably  decreaa«d  since  1891, 

Q.  But  in  no  case  insreased  that  you  call  tomindf— A.  I  thinknut;  1  donottbink 
there  is  a  siii^-le  o:iee  of  an  increase  since  1891.  In  my  own  time,  though  there  have 
been  violent  redui^Uous  aud  violent  fl  actuations,  but  the  standard  to-day  is  very 
much  less  than  it  wus  this  time  Id  l>t91,  t  think.  The  average  rate  is  considerably 
leas  than  it  was  thin  time  in  1891. 

Q,  What  is  the  effect  upon  tbe  Union  and  Southern  Psolflc  roads  of  the  pnrchaae 
of  the  CbicaKo,  Borlington  and  Quinty  by  the  Great  Northern  and  Northern 
PacitlcT — A.  I  do  not  tfaiuk  tbe  Great  Northern  and  tbe  Northern  Pacibc  have  got 
the  Chicago,  Burlington  and  Quincy  in  that  sense.  I  do  not  know  any  more  abont 
it,  perhaps,  than  you  do. 

Q.  Supposing  tberesboald  be  suchf — A.  I  am  not  good  authority  on  thoae  things, 
and  I  want  yon  to  know  that  I  am  only  ezpreMing  an  opinion. 

(j.  Snppoflingtbereshouldbesucb  a  thoroughgoing  commnnity  of  interott  between 
tbe  i.'nion  Pacific,  the  Southern  Pacific,  and  the  Northern  Pacific,  would  not  those  three 
roads  then  lie  in  position  to  euntrot  rat«B  aside  Irom  the  matter  of  aea  competition  t — 
A.  No,  tliey  will  not  be  in  a  ponition  to  oontrol  rates,  becauae  tbe  Great  Northern 
will  be  out,  and  the  Atchison,  Topeka  and  Santa  K«,  and  the  Texas  I'aciflc,  and  all 
those  lines  will  be  out,  end  they  will  have  to  be  oonaulted.  No  rate  oan  become 
edectivu  except  at  tbe  risk  of  a  tight  and  great  losa  of  revenue,  except  it  is  a  rate 
that  is  agreeiible  to  all  I'ompetitors. 

Q.  I  suppose  there  is  a  iCmitecl  amoimt  of  trafBo  which  nonld  not  be  subject  to 
the  competition  of  these  other  routes  f— A.  Ob,  well,  then  the  oommon  control  of  the 
roads  yon  nami'  wonld  not  nffeet  that  particular  tnifflc.  It  would  be  strictly  local  to 
each  particnliir  road,  und  the  common  oontrol  would  not  affect  it  at  all.  If  yon  want 
to  know— if  what  vou  would  like  to  draw  out  is  whether  1  think  that  common  con- 
trol would  have  the  offnit  of  increasing  the  chnrgea  to  the  public,  1  freelv  express 
the  opinion  that  it  will  not.  I  think  that  if  there  could  be  a  control  of  that  sort 
exercised  in  every  natural  divisioti  of  the  country  so  as  to  secure  stability  of  rates 
and  honest  and  efficient  enforcement  of  tbe  rules  and  rates  aa  pablisbed  it  would  be 
of  great  beiielit  to  the  piililic.  I  bitlitvo  it  is  the  only  way  under  the  present  attitude 
□f  the  public  toward  railroads  that  you  can  effeotualty  squelch  nAJuBt  discrimina- 
tion, inequalities  in  rates,  and  continual  fluctuations  lu  rateH. 

^.  Yon  do  not.  think,  then,  that  such  a  thoroughgoing  harmcTiy  of  iuterMts 
Ix^tween  all  the  roads  in  a  particular  section  wonld  result  in  nnduly  high  rates  to 
tbe  |>ub1ic  t— A.  No ;  yon  can  not  destroy  tbe  natural  competition  that  exists ;  you 
Clin  not  possibly  do  it. 

Q.  What  do  yuu  mean  by  natural  couipetitionf  Do  you  mean  between  different 
mictions  of  the  world  (—A.  I  mean  between  the  different  roads. 

y.  But  I  was  apeakiug  of  the  possibility  of  a  complete  merger  of  interest. — A.  Of 
all  the  roads  in  the  country  t 

Q.  Of  all  tbe  roBils  in  a  given  aectioD,  or  west  of  the  Missouri  River. — A.  No;  the 
companies  operating  those  roads  are  endeavoring  to  promote  every  industry  aud 
every  class  of  commerce,  build  up  the  industries  along  the  lines  of  tbeir  aiiveral 
roads,  so  that  they  should  have  tbe  greatest  tonnage,  and  they  rau  not  resist,  can  not 
Blop  it.  The  noticeable  effect  upon  the  community  at  large  would  be  the  atoppiug 
of  preferential  rates,  the  stopping  of  unusual,  frequent,  aaneoesaary,  vicious,  aud 
hurtful  fluctuations  in  rates.  Now,  I  do  not  mean  to  say  that  yon  would  not  have 
ahowl,  but  the  howl  would  come  from  the  fellow  nbose  rake  on  was  dincontlnned. 
I  Bay  that  in  nil  sincerity  as  an  expert  in  this  bnsinessof  more  than  30  years' expwi- 
enoe,  and  1  do  not  own  any  railroad  sb-oks  or  bonds  either. 
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Q.  (B7  Mr.  A.  L.  Harkis.)  Have  yon  may  snggeetiODB  to  make  aa  to  increasing 
the  power,  in  auy  purticular,  of  the  latenitate  Coinmerae  Commiuion,  and  eapeoiall; 
aa  to  their  right  to  muke  or  approve  rates  t — A.  Yes;  1  have  a Buejieation,  an  opinion, 
to  express,  that  they  have  all  the  {rawer  that  they  aeetl  to  entorce  the  law  t«  day 
if  they  woald  ezeroiae  it.  T  think  it  would  be  a  daugeroas  thing  to  give  tlieia  the 
rate-making  power,  lint  I  think  in  their  attitude  toward  the  railroada,  of  lighting 
the  legalization  of  pooling  because  the  railroads  will  not  consent  to  their  having  the 
late-makine  power — I  think  that  is  to  lie  ooDdemned.  I  do  not  believe  thai  the 
people  of  the  United  States  who  pay  freights  want  this  commission  to  make  tbeii 
rates.     'I'hey  can  not  do  it. 

Q.  One  great  complaint  that  is  made  is  the  long  time  that  intervenes  between  the 
filiog  of  the  complaint  and  the  final  adjudication  of  the  case.  Would  you  recommend 
that  when  a  case  is  tiled  with  the  iuter^tate  Commerce  Commission  it  should  be 
advanced  on  the  docket  as  it  goes  into  court,  so  that  it  could  be  disposed  of  quickly  t — 
A,  1^0  far  as  my  own  particular  judgment  is  concerned,  fonnded  on  the  experience  I 
have  had  in  cases  before  that  eommission,  1  see  no  reason  why  tbey  should  not  come 
to  a  speedy  conclnsion  or  a  decision — the  quicker  the  t>etter — and  1  wonid  have  no 
objection  to  any  rule  that  bad  for  ite  object  simply  to  havfa  the  case  disposed  of  upon 
Its  merits  as  soou  as  possible.  I  think  that  way  with  respect  to  every  contention 
between  pri  vatii  persons,  as  well  as  between  oorporations  and  parties. 

Q.  Is  part  of  this  delay  by  the  commission  on  account  of  it  being  tardy  in  hear- 
ing t — A.  1  think  unt.  So  far  as  my  experience  goes  they  have  been  prompt  enough. 
Tbey  have  held  up  their  decisions  in  some  cases  longer  than  1  thought  there  wu  any 
necessity  for,  but  I  tbink,  uo  doubt,  they  have  a  reason  for  it.  J  have  in  mind 
one  parUcnlar  case  now,  theditferential  case  between  carloa<lB  and  less  than  carloads, 
in  Texas.  I  do  not  know  why  that  shonld  not  have  been  decided  a  year  ago,  so  we 
would  hare  some  light  in  this  case  they  are  hearing  now;  but  they  are  evidently 
holding  that  up  until  they  get  the  bearing  in  this  caae,  possibly  because  they  want 
more  light.  Yon  see  it  is  a  question  that  is  very  far-reaching,  it  will  spread  all  over 
the  country. 

<^.  Is  it  possible,  and  if  possible  is  it  practical,  to  have  a  national  olasalflcalion  of 
freights  f~A.  No.  Well,  I  would  have  to  qualify  my  answer.  I  am  not  a  believer 
in  a  uniform  classification.  We  have  practically  now  three  classifications — the  offi- 
cial classification  in  the  trnnk-line  and  Kew  England  territory;  the  Western  classi- 
fication for  all  territory  west  and  northwest  and  southwest  of  Chicago  and  Texas, 
and  I  think  the  Southern  classification  in  the  Southeastern  territory.  In  making 
those  c I assili cations  the  railroads  have  bad  to  make  oonsiderable  conoesslous  from 
what  noDid  be  a  proper  consideration  for  the  conditions  which  would  control 
otassifications  in  Indlvidnal  cases.  In  going  fnrtber  than  that,  concessions  will  be 
multiplied,  and  they  will  be  as  often  against  the  public  as  against  the  carrier.  Com- 
modity rates  will  also  be  increased  in  number,  as  I  have  already  explained.  We  can 
can  not  have  a  uniform  classification  without  having  tboosauds  of  commodity  rates. 
Every  roadisgoingte  have  a  number  of  differentcomraodity  rates.  That  will  destroy 
the  uniformity  of  classification.  If  yon  and  I  agree  that  as  between  our  two  roads 
we  will  join  in  a  common  classiGcatiou,  and  then  you  say,  Now,  here  is  lumber;  here 
Is  coal;  here  is  iron  or  some  other  commodity  or  half  a  dozen  commoditiefl  tbat 
areof  very  great  importance  M  me,  and  under  this  classification  their  development 
and  their  movement  will  be  retarded— they  are  of  no  importance  whatever  to  tbe 
other  road— 1  will  put  in  commoditv  rates  on  tbem ;  and  if  then  I  ofi'er  a  similar  list 
of  commodities  that  must  be  specially  provided  for^wo  would  be  doing  Just  what  all 
tbe  roods  in  the  country  wonld  do.  now,  then,  multiply  those  conditions  and  oppor- 
tanities  by  tbe  number  uf  railroads  in  tbe  United  States  and  see  the  nnmtier  of  com- 
modity ratfS  tbat  will  be  required,  each  differing  with  each  road.  What  beoomes 
of  nniformity  f  It  isa  theoretical  demand  of  nopraotioal  value,  though  it  seems  to 
have  fastened  itself  on  the  commission  here.  There  is  no  necessity  for  it,  in  nij 
Judgment. 

Q.  (liy  Mr.  DuRAKD.)  ItisstmietimeB  held,  Ithink,  that  these  nninaron»— we  might 
almost  say  inn uuierable— adjustments  that  tbe  railroads  make  in  rates,  in  view  of 
their  conditions  and  their  particular  commodities  which  teucb  their  territory  and 
BO  on— that  the  result  of  all  these  conditions  ia  to  prevent  n  perfectly  normal  develop- 
ment of  the  resources  of  the  country;  that  the  railroad  which  happens  te  be  in  a 
given  locality  first  tries  to  exploit  the  natural  reaoarces,  even  though  tbey  might 
not  be  HO  well  fitted  for  immediate  exploitation  and  so  on.  Does  it  seem  to  yua 
that  tbe  iibsence  of  any  uniform  regulation  of  that  sort  tends  in  that  direction  T — A. 
It  there  is  anything  in  what  you  say,  and  i  do  not  believe  there  is,  I  do  not  see  how 
nnlfoiniity  of  classification  is  going  to  help  it.  Tbe  rates  determine  the  movement. 
There  is  no  talk  ahout  making  uniformity  of  rates.  It  is  tbe  greatest  folly  to  m»— 
the  idea  that  this  uniformily  of  olsaeltloation  is  going  to  have  the  efTeot  that  Is 
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eloimed  for  It  or  have  uij-  such  value  that  le  worthy  of  ooosideration  or  worth  talk- 
ing aboat.  It  wo'bld  seem  to  be  absolutely  ineffectiTe,  when  you  take  ioto  con- 
sideration my  explanation  as  to  commMlity  rates.  It  1b  a  Jack-o'-lantern,  deceptive, 
ft  snare — Bomethinf;  to  fool  tlie  pablio  with.     That  ia  all  there  is  abunt  it.    Now, 

itry  on  its  line. 


good  (leal,  lioH  there  not! — A.  What  complaintt 

Q.  To  the  effect  that  the  rates  are  so  nigh  that  they  can  not  meet  the  competi- 
tion of  FloridaT — A.  I  bave  heiird  uo  such  oomplaiut.  The  citrus  fmit  businesa  has 
frown  from  nothing  to  about  20,000  carloads  a  year.  How  does  that  answer  yonl  I 
ave  heard  no  complaint  of  that  sort  from  the  shippers  in  southern  California.  The 
oomplaint  now  is  aj^ainst  the  refrigeration  charges,  and  against  the  railroads  for  not 
owning  their  own  cars,  but  leasing  them.  Shinpert  want  to  dictate  to  ns  whether 
we  shall  hire  a  car  or  own  it.  There  is  a  complaint  as  to  whether  we  shall  take  the 
routing  out  of  onr  hands  and  put  it  into  their  hands.  The  difference  arises  in  the 
fact  that  the  agent  of  the  principal  fruit  growers'  association  wanted  to  lease  or 
own  reftigerator  cira  himself  anil  sublet  them  to  the  raitroads  and  be  able  to  make 
something  out  uf  the  refrigeratinu  and  mileage  far  use  of  the  cars,  aud  also  be  in 
a  position  to  switch  his  cars  from  one  line  to  another  and  bold  up  the  railroads  for 
rebatee.  That  was  all  stopped  by  the  Santa  Fe  and  the  Sontbera  Pacido  under- 
taking to  route  the  freight.  It  is  to  determine  these  complaints — whether  they  are 
{uat— that  the  case  was  taken  to  the  Interstate  Commerce  Comtuiuion.  It  has  been 
ried  and  anbmitted  to  the  commiasion  and  is  now  in  their  bands.  They  also  com- 
plain  about  the  demand  on  our  part  that  they  shonld  load  13  tons  to  the  car  instead 
of  10  tous  to  the  car.  They  allege  that  if  13  tons  is  loaded  in  the  car  there  is  not 
left  tufflcient  air  chamber  for  circulation  and  preservation  of  the  f^it,  which  pro- 
motes decay.  We  are  nut  satisQed  that  this  is  true,  because  for  the  most  port 
40- foot  cars  were  naed  for  13  tons  as  against  36-foot  cars  for  the  12  tone.  We  also 
fonnd  that  instead  of  carrying  12  tons,  as  we  thought,  the  size  and  weight  of  boxes 
had  been  increofled,  and  instead  of  the  average  weight  of  12  tons  thai  we  were 
charging  for  the  load  was  13  tuns.  I  do  not  know  but  that  we  may  concede  that 
poiut.    It  will  not  he  done  until  the  case  is  decided  by  the  commission,  howavei. 

Q.  lEoB  the  California  railroad  commission  exercised  any  direct  control  over  local 
rates  in  California  I—A.  It  has  board  every  complaint  that  has  ever  been  mode. 
It  approves  all  tarifis. 

Q.  Then  tbey  have  the  absolute  power  to  declare  a  ratet — A.  That  is  what  the 
constitntioD  of  the  State  says. 

Q.  Have  they  ever  changed  rates  materially  from  those  made  by  the  railroads  t — 
A.  Well,  I  do  not  think  that  the  Southern  Paoilic  as  a  company  would  be  willing  to 
reoogniite,  notwithstanding  the  constitution,  that  it  had  the  power  that  the  conslitii- 
tlon  pretends  to  give  it;  oat  still  the  commission  baa  from  time  to  time  caused 
oonsiderahle  rednetion  in  tariffs.  They  andertook  to  make  a  reduotiou  in  grain 
rates,  which  we  resisted  before  the  courts  and  finally  settled. 

Q.  Was  that  recently  t— A.  Yes;  the  settlement  waa' made,  I  think,  a  little  over  18 
months  ago. 

Q.  You  mean  it  was  settled  by  the  oonrt  reaching  a  decision  or  by  agreement! — 
A.  Well,  the  court  enjoined  the  commissioners,  but  the  oase  never  went  to  trial. 
We  consented  to  a  certain  reduction  in  lieu  of  their  order. 

Q.  That  was  the  ^rain  rates  within  the  Statel-A.  Yes. 

Q.  On  all  the  rouda  or  on  certain  portionaT — A.  Well,  it  was  on  grain  going  to 
4narliet,  and  it  would  be,  on  all  the  roads  and  on  all  the  rates,  sort  of  a  blanket 
rednetion  of  about  .8  per  oent,  I  think.  1  bave  forgotten  what  the  settlement  wils. 
I  think  it  has  been  a  useful  commission.  It  has  not  been  anarchistic  and  conflaco- 
tory  In  its  actions,  and  for  that  reason  some  of  the  people  condemn  it,  b.ut  on  the 
whole  I  think  its  course  is  satisfactory. 

Q.  Have  yon  any  idea  how  the  rates  are  per  ton  per  mile  in  California  on  low- 
gnido  freight,  or  on  all  classes  of  freight,  for  that  matter — how  they  would  compare 
with  the  transcontinental  rates  per  ton-mllel — A.  They  ought  not  to  be  compared 
at  all. 

Q.  Neoeeaarily  they  ought  to  be  different f — A.  No;  1  never  made  a  comparison — 
never  made  any  such  coinpnrison. 

Q.  You  might  be  able  to  ;;ivo  some  valuable  sngEeations  about  the  development  of 
the  Oriental  trade  and  tbn  acquisition  of  the  Philippines!— A.  1  do  not  oare  to 
testify  on  that  unless  you  want  me  to,  because  I  think  it  is  pure  speculation  as 
to  what  it  is  going  to  lie,  and  I  am  sorry  to  say  that  while  it  is  popularly  supposed 
that  there  IS  going  to  bearaatiuoreaseoftradetoSanPranoisooandthePftoificcoMt, 
16a 49  --  , 
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1  do  not  ehaie  tb»t  view,  and  I  do  Dot  oare  to  disconrage  people  by  an;  tMtimoD7, 
From  the  railroad  standpoint  and  from  our  standpoiDt  I  do  not  TBnarA  the  bnildlng 
of  the  canal  as  an  nnmiied  evil.  I  thonght  we  could  a^jnat  outmW*  ^  ■-  '•  ^ 
far  ae  San  Franc iacn  is  ooncemed  itwasgoinfc  todoSan  Franciaoomo 
anybody,  so  far  as  I  know,  except  a  very  few  people,  and  one  of  ttiem.  Senator  Per- 
king's  partner,  conceived.  The  Nicaragua  Canal  is  going  to  bring  New  York,  New 
Orleans,  and  all  these  aggreseive  Eastern  jobbing  cities  mneh  nearer  by  watefto 
Honolnla,  the  islands  of  the  Pacific,  the  Philippines,  the  Orient,  and  Aastralaaia, 
than  they  are  now ;  and  instead  of  increasing  San  Francisoo'a  upportnnities  to  enjoy 
that  trade,  or  an  increasing  measare  of  the  trade,  it  is  going  to  dimmiali  them,  becaoae 
it  is  going  to  increase  the  power  of  San  Francisco's  competitors,  while  it  does  not 
help  her  at  all.  So  far  as  San  Fraooisoo's  business  proper  is  conoemed,  the  transport 
of  geosral  merchandise  which  she  takee,  it  is  going  over  the  railroads,  no  matter 
how  many  canals  are  built.  There  are  too  many  railroads  there;  they  are  part  of 
the  natural  featnros  of  the  country,  and  they  will  be  operated  when  we  are  all  dead. 
They  may  be  compelled  to  make  rates  that  will  put  them  in  bankruptcy,  over 
and  over  again,  bnt  every  time  the^  get  ont  of  Itankruptcy  they  will  be  hotter  able 
to  beat  the  canal,  and  tbey  are  going  to  oarry  that  business.  While  the  canal  may 
help  San  Francisco  in  such  bnsinesn  as  she  has  formerly  exported  to  Europe,  pu'- 
ticularly  gr^in,  that  is  conatantly  diminishing  in  rolume. 

<j.  May  it  not  tncr«asel — A.  The  advantage  is  very  small  compared  with  the  dis- 
advantages 1  have  enumeratod.  That  briefly  nud  substantially  expresses  my  views. 
They  might  be  elaborated,  but  they  woold  not  give  you  any  better  idea. 

Q.  (By  Mr.  A.  L.  Harris.)  What  do  you  know,  if  anything,  abont  the  Dooperative 
association  among  the  frn it  growers  orCalifomia  in  shipping  and  marketing,  where 
they  ship  and  market  their  goodit — A.  Well,  there  has  been  something  like  the 
prune  growers'  combination,  as  they  oall  it;  ia  that  what  you  meant 

Q.  Yes;  that  is  what  I  had  in  mind.— A.  That  has  been  rather  disaatroas  this 
year,  I  think.  However,  I  believe,  that  aometbing  of  that  sort  is  necessary  to  the 
proper  marketing  of  the  goods.  I  believe  it  is  necessary  and  I  think  it  would  be  a 
great  advantage  to  the  growers  of  deoiduoua  fruits.  It  wontd  be  an  advantage  to  the 
orange  growers,  though  tbey  now  have  a  form  of  association.  It  has  been  worked  on 
raisins  in  Fresno  ([uite  successfully.  The  producers  are  aaid  to  have  been  theirowu 
worst  enemies  tUronehlaok  of  cooperation ;  that  they  were  in  the  bands  of  the  middle- 
men, who  would  work  tliem  andgive  them  minimum  prices  for  their  goods.  The  effort 
baa  been  to  get  theiu  together  and  cooperate  and  employ  good  merchants  to  handle 
their  oesociation  for  them,  and  to  give  the  manager  authority  to  meet  the  market  oou- 
ditione.  By  this  plan  of  organ izutiou  they  expected  to  atop  the  middlemen  fWm 
taking  undue  advantage  of  them.  I  think  it  might  be  beneficial.  It  is  said  to  have 
been  in  Freano  for  the  raisins,  and  I  think  it  is  bound  to  bo  so  on  the  prunes.  Bnt 
it  is  hard,  to  get  tbree  or  four  thousand  farmers  to  agree  upon  any  cooperative  plan 
or  to  trust  any  individual  in  handling  a  large  business  for  them.  M'ith  respeot  to 
oranges  and  green  fruit  some  form  of  organization  for  cooperation  is  essential, 
because  tbey  are  perishable;  and  the  distribution  of  that  fmit  to  Eastern  markata 
ought  to  be  under  one  head,  so  that  if  Chicago  wonld  take  20  oars  a  day  no  more  than 
30  cars  per  day  would  lie  sent  there.  If  the  capacity  of  New  York  ia  25  oars 
per  day  it  will  bo  artan);ed  that  no  more  than  25  oars  go  there,  and  if  Boston  ia  10 
oars  they  will  see  to  that  in  like  manner.  Now,  in  the  past  the  vice  of  the  busineas 
has  been  that  evnrybndv  shipped  as  he  pleased,  and  if  .'oUu  Jones  heard  that  Sam 
Smith  was  shipping  to  Milwaukee  he  would  say,  "I  guesa  that  is  the  right  thing  to 
do,"and  ho  wonld  send  hie  fruit  there  also.  The  resnlt  would  be  that  the  Milwaukee 
market  would  be  overstocked. 

Q.  (By  Mr.  Duhand.)  To  what  exteut  is  the  system  organized  now — qnite 
thoroughly  T— A.  In  southern  California  they  have  their  orange  growers' union  and 
it  is  aaid  to  be  quite  ef&cient.  In  northern  California,  so  far  as  thedecidnons  fruits 
are  oouocrned,  they  have  no  organisation  that  I  know  of.    They  tried  a  plan  aome 

fears  ago,  but  it  was  not  satisfactory.  With  raietiia  and,  I  believe,  in  southern  Cal- 
fornia,  with  walnuts,  a  cooperative  arrangement  has  been  tried  and  has  done  well. 
The  experiment  this  last  aeaaon  with  the  prunes  was  not  sucoessfnl.  I  think  it  is 
lack  of^ management  more  than  anything  else. 

Q,  Yon  think  there  has  been  no  particular  reason  for  complaint  against  the  r«ftig- 
erator  car  onmpanies  aa  suchT — A.  I  would  not  like  to  say  as  to  that.  I  have  never 
madeostudyofit.  Apparentlyrefrigerator  charges  were  pretty  high.  Tbey  olalmed, 
and  they  made  an  excellent  abowiug,  too,  before  the  commission  that  their  ohargea 
affordea  no  more  than  a  reasonable  profit.  While  we  are  not  responsible  for  those 
charges,  and  our  effort  is  to  get  them  down,  I  think  there  wUI  be  some  reduction 
this  year. 

H-  Is  it  yonr  jndgnieiit  that  it  would  be  more  desirable  for  the  railroad  companies 
that  refrigerator  cars  should  be  owned  bythemf — A.  Ordinarily  I  wonld  any  that 
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the  railroad  oompttnles  should  own  tbelt  own  onrs,  bat  there  are  pecnliar  conditiona 
affeotlne  the  nae  of  refrigerator  cars  that  make  it  doabtfiil  ae  to  whether  it  is  beet — 
chieflv  that  the  movement  of  the  fruit  fur  whirh  they  are  employed  is  confined  com- 
porati  voly  to  short  Masoua,  and  for  the  rest  of  the  year  there  is  nu  use  for  those  caia. 
If  there  is  an  organized  company  owning  refrigerator  equipment  whose  oars  can  be 
leased  dnring the  season,  or  pat  into  this  service  at  reasonable  rates  aud  under  just 
and  equitable  regnlatione  su  far  as  the  carriers  are  oonoerued,  then  when  the  season 
la  over  the  uwucra  con  And  ase  for  those  cars  in  tbe  Florida  trade  or  in  the  berry 
trade  of  the  South,  thna  keeping  the  totnl  eqnipment  employed  the  year  aronnd. 
Now,  if  that  istme,  and  I  am  led  to  believe  that  It  is  trae,  aacb  a  company  can  handle 
the  refrigerator  cars  and  do  the  refrigerator  work  at  a  less  cost  than  tbe  railroad 
company. 

And  it  ought  to  operate  to  the  adTkntaea  of  the  growers  or  producer,  provided  the 
charges  and  the  profits  ore  only  reoBonable.  Now,  then,  T  did  not  answer  as  t«  the 
railroad.  So  for  as  the  railroads  are  concerned  it  depends  altogether  on  the  price 
they  would  have  to  pay  for  mnnine  the  oars.  They  might  be  made  so  high  that 
they  had  better  own  them ;  but  1  think,  from  my  experience,  that  so  for  as  eoon- 
ony  in  managemeut  in  concerned  or  expense  of  operating,  it  is  In  favor  of  leasing 
the  cars  rather  than  owning  them,  ander  tbe  conditions  T  have  just  stated, 

Q.  Can  yon  state  the  rate  which  yoo  pay  by  way  of  leasef — A.  Oh,  I  do  not  know 
why  that  should  become  public  property. 

<J.  Some  of  the  Eastern  roads  have  intimated  that  there  was  a  uniform  rate. — A. 
llieordinaiy  rate  paid  by  Eastern  roads  is  a  cent  amile.  It  ranges  from  three-quarters 
of  a  cent  to  a  cent  a  mile  for  the  use  of  refrigerator  cars;  but  we  pay  Ices. 

Q.  Can  you  compare  the  amount  that  the  shipper  has  to  pay  for  the  use  of  tbe 
reAigecator  car  as  such  with  the  amount  of  freight  be  has  to  pay,  stating  the  rela- 
tive amountf— A.  It  differs.  Our  rate  on  green  fruit  Is  a  dat  rate— what  we  c^l  a 
blanket  rate  or  postage  stamp  rate,  practically  the  same  to  Denver  as  to  New  York. 
The  refrigerator  charges  necessarily,  to  be  fair  and  equitable,  are  graduated  rates. 
It  takes  lees  ice,  I  shonld  say,  to  carry  a  car  of  fruit  to  Denver  than  to  Omaha, 
and  less  to  Omaha  tban  to  Chicago,  and  leM  to  Chicago  than  to  New  York  or 
than  it  does  to  New  Orleans,  owing  to  the  diSereace  in  the  climate  and  the  coat  of 
ice,  I  have  not  in  mind  what  the  rates  ore  to  the  destination  points.  1  woold  guess 
that  they  wilt  range  from  $50  to  $135  a  cm  for  refrigeration  of  decidaons  fruit — not 
oranges.  Oranges  do  not  require  as  much  ice.  The  railroad  freight  rate  is91,2&  per 
100  pounds,  fur  carloads.  It  has  always  Btruak  mo  that,  compared  with  the  invest- 
ment and  labor,  etc.,  the  cheapest  part  of  the  service  that  the  California  fruit 
grower  employs  in  getting  his  fruit  from  the  tree  to  market  is  the  transportatlDn 
service  done  by  the  railroads,  and  1  think  so  still. 

(Testimony  closed,) 

Whateapon,  at  11.G6  a.  tn.,  the  special  aubcommiaaion  adjourned  without  day. 


Nbw  Yobk,  N.  Y,,  MagS'l,  1901. 
TESTIMOHY  OF  HE.  JACOB  H.  SCHHT. 

of  Kuhn,  Loeb  .f  Co.,  /iontert,  .V«ut  York  City. 

The  special  aubcommission  of  the  Industrial  Commission  met  in  the  rooms  of  the 
Fifth  Avenue  Hotel  at  ICliJ  a.  m.,  Mr,  Clarke  pruaiding.  At  that  time  Mr.  Jacob  H, 
Bchiff,  of  the  firm  of  Kuhn,  l..oeb  &.  Co.,  appeared  aa  a  witness,  and  toHtilted  as 
follows: 

Q.  (By  Mr.OLABKE.)  Will  you  receive  tbaoathf— A.  Am  I  compelled  to »  Inover 
like  to  swear,  because  I  think  my  word  is  good  euoiigb,  and  I  prefer  not  to  awoar. 

Q,  Then  yon  make  a  solemn  affirmation,  do  yout  tVill  you  pleiwe  give  your  name 
and  post-offlcfl  aildrossf— A.  Jacob  H,  Schiff,  932  Fifth  avenue,  New  York. 

Q.  What  is  yonr  businessf— A.  I  am  partner  in  tbe  banking  firm  of  Kuhn,  Loeb 

Q,   Have  you  had  to  da  with  the  financing  of  corporations?^ — A.  I  have. 

Q.  Eecentlyl— A.  What  do  you  mean  by  recently  f 

Q.  Any  time  within  the  last  3  yearaf— A.  Ihave;  but  not  so  much  as,  say,  5  or  6 
yearn  ago. 

Q.  Very  well;  go  back  to  that,  then.  Can  you  give  the  oonunission  a  list  of  some 
of  the  principal  conKtrations  and  transactions  that  your  flrm  has  aided  in  finonc- 
ingt— A.  We  have  bad  loading  interests  in  the  reorgaui station  of  the  Union  Pacirio 
Railroad,  and  to  someextont  of  the  Baltimore  and  Ohio  Uailroad.  Thuse  are  two  lead- 
ing corporations. 
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Q.  It  ii  ft  m&ttDr  of  comniou  knowledge  tbftt  great  movementa  are  going  on  among 

tbe  principal  rnilroails  at  tbe  present  time,  and  ne  shall  be  glad  to  have  you  describe 
to  US,  BO  i'ar  an  you  feel  that  you  i^an  witbuat  embanaafiment  and  without  divulging 
buBiaeu  searets,  tbe  metbwlB  that  uro  employed  anil  the  objecta  that  it  is  expected 
will  be  attained.  Proceed,  if  you  please,  in  yoar  own  way,  and  tbe  oommtMionera 
will  aak  some  qnettions  as  they  may  wish  from  time  to  tiine.~A.  Primarily,  I  want 
to  Btate  that  I  am  not  a  railruoi!  man ;  that  I  am  a  Unanoier,  and  (bat  technical  rail- 
road questions  1  am  unable  to  throw  light  npon.  The  movements  to  which  .vou  refer 
I  assume  are  Iboee  that  are  geaerall^  nnderatood  «h  coming  under  the  eipraasion 
"community  of  interest."  As  1  take  it,  tbia  community  of  interest  idea  arose  in  the 
desire  of  the  railroads,  or  the  owners  of  railroads,  to  protect  themselves  against  the 
demoralization,  and,  as  a  consequence,  depressiuo  in  the  values  of  their  propertiea, 
which  was  hiought  about  by  antipooling  legislation.  It  is  human  nature  that 
a  producer  and  shipper  wants  at  all  times  to  get  something  better,  to  get  ahead 
of  hie  neighbor;  so  the  practical  oonsequonce  hait  been  tb»t  when  a  shipper  made 
a  certain  rate  of  transportation  with  tbe  railroad  company  his  nei^bbor  went  to 
the  competing  road  and  by  straight  or  crooked  menns  endeavored  to  get  lower 
rates  than  his  neighbor  received.  That  naturally  brought  abunt  demoralization 
of  rates,  and  it  damaged  both  the  transportation  itilereats  nod  tbe  pioduciog  inter- 
ests. It  is  evideot  that  there  is  little  safety  to  the  producer  if  he  is  not  certain 
that  his  competitor  pays  exai'tly  the  same  charge  for  trans])orting  his  goods  or 
products  than  he  pays  himself.  There  is  just  as  much  dangri  ta  him  as  there  is  to 
the  railroad  if  it  does  not  gdt  iuat  exactly  the  same  rate  that  tbe  competing  railroad 
receives.  This  unsettled  condition  produced  a  state  of  aflaira  which,  in  my  opinion, 
has  l>een  more  dangerous  to  the  vital  interests  of  the  country  than  any  beoef)t«  thai 
oonld  have  possibly  been  derived  fToin  antipooling  legislatiim.  It  demoralized  both 
the  shipper  and  transporter  alike,  and  property  of  alt  kinds  aufi'ered  by  it;  not  only 
property  siiffiTed,  but  labor  sulfered.  It  is  evident  that  when  rates  are  depressed 
(he  railroads  can  not  pay  to  the  working  forces  the  same  compensation  or  remnnent- 
tion  that  thry  can  in  times  when  ttiey  get  full  ratoe  for  their  tranaportatiou. 

This  state  of  atfiiirs  brought  about  a  gradual  coming  together  of  tbe  railroad 
interests  and  induced  them  to  buy  into  one  another's  properties.  I'or  instance,  if 
1  held  stock  of  "A"  company  and  you  held  Btr>ck  in  '■  B  "  company,  and  my  sbaren 
were  depressed  in  valne  Deoimao  yon  were  competing  with  me— *at!h  of  us  cutting 
the  rates  of  the  other — unr  interests  would  evidmitly  be  better  served  if  you  owned 
Borne  of  tbe  stock  in  my  company  and  1  owned  some  of  (lie  stock  in  yoar  company. 
In  other  wonts,  if  we  hod  a  community  of  interest.  That  is,  in  simple  words,  the 
process  which  bus  been  going  on  on  a  large  scale  amonj;  the  railroads,  and  which,  in 
my  opinion,  while  it  is  not  completed  y«t,  will  naturally  brinK  about  a.ime  protec- 
tion, aa  the  way  to  perfect  peace  is  always  througli  war.  1  believe  when  brought 
to  an  entire  comjiletion,  it  will  be  a  blessing  to  the  laboring  man,  it  will  be  a 
secnrily  to  the  shipper,  and  it  will  be  a  l)enefit  (o  the  owner  of  railroad  property. 
I  believe  thecommunity  of  interest  will  not  only  result  in  the  oommnnity  of  interest 
between  railroad  property,  but  it  will  be  community  of  interest  between  railroads, 
shippers,  and  labor. 

Q.  We  shall  he  glatl  to  have  you  toll  Qs  the  methods  of  bringing  abont  this  oom- 
mnnity  of  interest  so  far  as  you  may  feci  at  lilterty  to  do  so.— A.  I  believe  1  have 
explained  to  you  alrendy ;  the  business  is  simply  carried  out  on  a  larger  seals  than 
in  the  illustration  I  gave.  Without  naming  railroad  companies,  say  if  the  New 
York  and  l^an  Frincisco  Railroad  Compony,  using  a  name  to  cover  both  extreme 

eints,  owned  some  stock  in  the  Boston  and  Portland  (Oregon)  Kailroad  Company, 
th  running  in  the  same  direction,  if  they  owned  ntook  in  each  other's  lioi'S  they 
would  be  very  careful  before  they  did  anything  which  would  destroy  the  value  of 
each  other's  property. 

Q.  Is  it  proposed  to  merge  or  consolidate  these  roads  into  one  large  company, 
after  the  manner  of  the  consolidation  of  tbe  steel  companies,  or  is  it  proposed  mereljr 
to  have  stock  in  one  road  held  by  a  ntookholder  of  nnothiT  road  1— A.  i  am  quite  oer- 
tain  nothing  like  the  large  consolidation  is  intended—nothing  likesnoh  a  consolida- 
tion is  intended. 

Q.  The  several  companies  will  continue  to  operate  thoir  properties  nubetantiolly 
aa  nowt— A,  That,  I  am  quite  ■■ortain,  is  their  Intention. 

Q.  Will  there  be  any  absorption  by  one  company  of  another  in  this  prooeasf — A. 
Not  that  I  aro  aware  of, 

Q.  Will  there  be  any  agreement  between  these  companies  in  reference  to  main- 
taining ratesi — A.  Not  aa  far  as  I  know;  bnt,  as  1  naid  to  yon  before,  as  to  railroad 
propositions  proper  I  know  nothing. 

Q.  Does  tbe  ontablishment  of  thin  cnmmnnity  of  interest  necessitate  the  iiiterveii- 
tion  of  asjriidicateT — A.  Not  necessarily. 

Q.  Does  it  involve  a  struggle  for  tbe  transference  of  control  ttom  one  party  to 
aootberf — A.  Not  neoeasarily ;  bat  snch  might  occar  in  single  instances. 
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Q.  If  yon  feel  at  liberty  to  give  ns  any  illastrattoos  of  voiir  idea  of  tbe  procesB  by 
oiling  roiu\a  which  have  uodergoue  thia  establiBbmenl  of  comtiunit)'  of  intereat,  ne 
shall  be  piea«e<l  to  hear  yun. 

""     "' '  it.     As  far  as  I  know,  most  of  tliean  prooesaoH  have  b«ea 

juiuisitiona,  either  by  the  railroad*  or  by  their  owners,  of 
stock,  not  uecewarlly  coQtrolIing  intereste,  and  I  believe  ia  most  ioBtanoes  not  octnal 
oontrolling  iateresta  in  other  railroad  oorporations. 

Q.  What  is  yonr  opinion  as  to  the  probability  of  the  raising  of  rates  after  this 
conimanity  of  inlereat  haa  been  effeotiiatly  established  f — A.  while  I  have  said  to 
yoQ  that  1  am  not  a  railroad  man  and  thaf  my  opiniou  as  to  railroad  matters  itself 
le  worth  nothing,  1  believe  it  will  result  in  the  clinapdniDg  of  traoRportatiou.  The 
only  thing  tiiat  u  songbt,  as  far  as  i  nnileratand  it,  by  the  ooinmiinity  of  interest  is 
not  higher  rates,  bin  equal  rates,  steady  rntes. 

Q.  Ih  it  the  opinion  of  merchants  and  shippers  generally  that  it  is  more  important 
to  them  to  have  un  oiiportanity  by  sharp  hgnring  to  get  a  lower  rate  thtm  their 
Deighborg  havel — A.  Every  intelligent  Bhipper  I  have  ever  discussed  this  question 
with  has,  without  reserve,  eiprossed  his  opiuion  that  lie  would  rather  pay  double 
the  rate  on  transportation  which  he  might  be  paying  with  steoily  rates  than  have  to 
labor  under  a  belief,  as  he  must  with  unstable  rates,  that  his  oompetitoT  possibly 
gets  a  littlp  oheaiier  rate  than  he  does.  Shippers,  I  think,  In  every  section  of  the 
oountry  will  conlirm  that  what  they  want  to  have  is  absolute  certainty,  uuiform 
rates,  no  matter  what  tbey  are;  they  want  uniform  rates  first  of  all. 

(j.  Is  it  anticipated  that  there  will  be  some  popular  nppreheosion  of  monopoly  in 
the  establishment  of  this  community  of  interest  T— A.  Not  if  orKanizations  like  yoar 
commission  treat  the  question  in  an  intelligent  manner,  as  no  donbt  yon  will  treat 
it,  and  give  the  )>ublio  the  ligbt;  and  not  if  those  who  cuu  give  information  will 
give  it  without  reMtrvc.  My  own  opinion  is  that  if  the  public  io  general  onder- 
stands  tlie  qnestion  there  can  l>e  no  misapprehensiou  and  no  fear  i\a  to  the  rusult. 

Q.  Wilt  there  be  a  willingnees  on  the  part  of  those  owning  the  capital  in  railroads 
to  have  the  railroads  sul>ject  to  public  anpervision  that  will  l>e  eRectual  for  the  pro- 
tection of  the  peoples'  rigUtst— A.  1  have  not  the  least  idea  that  this  woula  be 
welcomed  by  every  illt(^^est. 

Q.  Do  yon  anticipate  tiiat  thin  community  of  interest  will  be  guarded  so  far  as  to 
bring  into  harmony  subsrantiiilly  all  of  the  railroada  of  the  country  I — A.  That  is 
haraly  possible.  What  may  be  noeomplished  in  years  to  come  I  can  not  foresee,  bat 
ittia  BO  big  a  proposition  that  it  is  hardly  possible  that  tbe  commnnity  of  iotereat 
.can  be  applied  to  every  mile  of  railroad  in  this  country 

Q.  What  is  simght  for  at  the  present  time  is  to  brina;  into  harmony  certain  great 
syBteme  that  have  competed  unfairly  with  each  otherf.— A.  It  is  just  as  yon  have 
stated. 

a.  Those  will  embrace  the  trunk  lines  and  the  transcontinental  lines  North  aa 
1  OS  South  t — A.  They  are  as  likely  to  embrace  the  trunk  lines  and  the  tronscou- 
ti Dental  lines. 

Q.  To  what  eKteut  is  the  shlptiing  interest — the  great  ouesn  transportation  lines — 
involved  in  thin  commnnity  of  luteTeHtf— A.  That  ia  a  subject  I  know  very  little 
about.  What  I  cuald  Bay  is  only  from  hearsay,  and  1  wonld  not  give  much  for 
bearsav. 

Q.  Von  have  been  able  to  observe  that  something  is  going  on  in  that  direction, 
have  yon  I — A.  Only  from  what  I  have  seen  in  the  newspapers. 

Q.  Is  it  yonr  opinion  that  the  aoqaisition  of  certain  ocean  lines  ia  in  the  interest 
of  certain  large  railroads  of  this  country  t— A.  I  know  nothing  about  that. 

Q.  (By  Hr.  Farquhar.  )  Yoa  spoke  of  the  community  of  Interest  being  practically 
subserved  throogh  the  purchase  of  stock— the  mutual  purchase  of  stock  in  2  roada. 
Now  is  it  not  a  fact  thnt  within  the  last  3  years  there  have  been  practical  evidences 
<    of  this  abaorbiuK  of  the  interests  of  roatlsf— A.  I  do  not  think  that  is  tbe  case. 

Q.  How  wonld  yon  stale  the  position,  as  you  very  well  know  it,  of  the  Pennsylva- 
Diasyitem  toward  the  Baltimore  and  Ohiot— A.  The  Pennsylvania  Railroad  does  not, 
as  far  as  I  know,  own  to-day  tbe  controlling  interent  in  thia  Baltimore  and  Ohio. 

Q.  Does  not  own  the  controlting  interestj— A.  No.  The  controlling  interest,  in 
my  opinion,  and  I  believe  it  has  been  so  stated  in  legislation  and  in  decisions  of  the 
courts,  meuns  a  majority  of  tbe  Btock.  A  line  has  really  no  controlling  interest  so 
long  aa  any  one  company  owns  less  than  50  per  oent  in  the  other  company.  It  does 
not  actually  own  the  oontrolling  interest ;  and  I  am  very  certain  that  the  I'ennsyl- 
vania  Kailroad  does  not  own  a  oontrolling  interest  in  the  Baltimore  and  Ohio. 

Q.  How  does  the  directorate  stand  t  Are  the  majoritv  of  the  directors  Pennsylvania 
system  men  or  Baltimore  and  Ohio  men  f — A.  I  am  qufte  certain  that  only  tho  small- 
est percentage  of  the  directors  of  the  Italtimore  and  Ohio  are  in  any  way  conuepted 
with  the  Pennsylvania  lini1roa<l  system. 

Q.  Then,  the  cooperation  of  the  Pennsylvania  system  with  the  Baltimore  and  Ohio 
at  to  rates  has  been  reached,  not  by  a  Peunaylvania  interest  passing  into  the  Balti- 


772  [HDUSTRIAL    COMMISSION: — TBANBPOETATION. 

more  and  Ohio  ou  its  directorate  anil  an  making  pence  as  between  the  2  roadal — A. 
I  cnn  not  tell  yon  that ;  I  <lo  nut  know  tlint. 

Q.  Does  tbat  not  oatarnil;  follow  from  tlie  genernl  pUraeo  that  jou  iised,  the  com- 
munity (if  interest  1 — A.  Such  is  the  intention — maklnic  pence,  ns  you  express  it. 

Q.  Does  tliia  commiinitjr  of  iatereet  aiiticlpHte  in  an;  way  the  formation,  the 
urg'anization,  or  the  finanoiDK  of  an;  transRontinentalToad.gay,  ftom  the  Mississippi 
or  tho  Missouri  River  to  the  Facitii;  coast ?~A.  1  have  no  idea  what  yon  refer  to  or 
what  ia  in  yonr  mind.  , 

Q.  I  refer  to  the  question  as  to  whether  in  the  cotiteat  that  has  occDvrod  between 
the  Northern  FaciHc  and  the  Union  PnciHc  there  is  nnt  involved  poa^lbly  another 
trail  scon  tl  Dental  road  or  tho  extension  of  one  of  the  trnnk  rooda,  like  the  Itarliugton, 
to  tho  PaciRc  coast t— A.  I  am  not  aware  of  it  at  nll- 

<J.  That  hae  never  been  discussed  in  Wall  street t— A.  Not  to  my  knowledge. 

Q.  Now,  in  the  contest  which  bus  a|;itated  tlie  country  and  the  people  for  the  last 
mouth  or  two  In  ri'Spect  to  those  two  stocks— the  Northern  Pftcific  and  the  Union 
Pacific— is  ft  the  aim  in  that  contest  to  niak»  this  same  cotnmnnity  of  interest  work 
betweenthctwoultimiit«ly— between  those  whoaro  linanciug  and  managing  them  t — 
A.  I  am  not  aware  that  thuro  has  been  any  contest.  There  may  have  been  somo 
Wall  etreet  siiecnlation,  of  which  I  know  nothing ;  but  1  am  nut  awar«  that  there 
has  been  any  contest. 

Q.  How  would  you,  as  a  fluaucier,  explain  the  fact  of  a  single  share  of  Northern 
Paoiflo  stock  going  up  to  $1,000  cHslif- A.  I  can  only  explain  it  on  the  ground  of 
somebody'a  having  (sold  something  he  did  not  have,  and  when  he  wanted  to  get  It 
back  he  could  not  get  it  back.  Other  investors  havepoBslblybonght  perfectly  Dona 
flde  a  supply  of  stock  for  tlieir  own  purposes.  Gamblers  who  sold  things  they  did 
not  have  and  tried  to  get  back  what  they  had  not  possessed,  found  it  was  not  there. 

Q.  Let  oB  takts  a  step  farther.  Do  yon  know,  or  is  it  even  a  street  mmor,  a  mmor 
at  nil,  either  in  the  London  market  or  the  American  market  of  stocks,  that  one  or 
the  other  of  the  parties,  the  Northern  Pacific  or  tlie  Union  FaciSo  or  the  Misaouri 
Pacilic,  in  its  extensions,  intends  to  control  two  transcontinental  roads  if  they  cant — 
A.  I  know  nothing  about  minors.  I  never  listen  i«  rumors;  nor  do  I  know  anything 
about  one  transoontiueutal  line  desiring  to  control  any  other. 

Q.  (By  Mr.  Litceiman.)  Ib  not  the  idea  prominent  in  this  commnoity  of  interest 
to  establish  a  transcontinental  linef  Is  not  that  one  of  the  main  objects  of  tliia 
oomm  unity  of  interest  and  consolidation  of  interests  that  has  been  soiug  onf — A. 
Not  necessarily.  The  great  Hystetus  of  the  country  divide  themselves  luto  two  divi- 
sions— the  lines  to  and  those  beyond  the  Mississippi  or  Missouri  River.  I  do  not 
believe  that  the  truuk  lines,  as  they  are  generally  called,  have  any  desire  whatever 
to  extend  their  lines,  either  by  combinations  with  other  lines  or  by  constractioD, 
beyond  the  North  and  South  boundaries. 

Q.  Is  it  not  the  natural  combination  of  these  two  interests,  where  the  ft-eight 
movement  ia  east  aud  westt — A.  No.  There  is  always,  as  far  as  1  can  see,  a  limit  to 
what  one  system  can  handle,  a.s  1  believe  traffic  iguestions  in  the  differeut  sections 
of  the  cunntrv  are  dill'erent ;  and  I  am  convinced  that  the  heads  of  targe  trunk-line 
systems  oil  the  uno  hand  aud  of  so-called  PBcidc  roads  or  transcontinental  roodson 
toe  other  hand  are  very  desirous  of  keeping  apart,  and  very  wise  in  duinK  so.  For 
instance,  the  Union  Pacilic,  which  ends  at  Omaha  and  Kansas  City,  fartner  sonth, 
has  never  bad  any  desire  to  cross  the  Missonri  River  or  make  any  combinMlona 
which  extend  east  of  the  Missonri  River.  It  has  always  preferred  to  have  every 
rood — every  trunk  road  that  oamc  to  the  Missouri  River — come  to  it  on  eqnal  terms 
and  im  equal  basis  and  nse  its  facilities  west  of  the  river.  The  minote  yon  extend 
east  of  the  river  you  get  into  a  hornet's  neat. 

Q.  Your  idea  is  that  if  tliey  should  have  a  line  of  their  own  they  wonld  imme- 
diately invite  the  competition  which  the  community  of  interest  has  been  desirous  of 
remedying! — A.  It  would  not  invite  competition;  no.     You  can  not  serve  too  many 

Q.  (Jly  Mr.  Farquhar.)  Is  it  not  a  natural  thing  in  railroad  development  and  the 
acquisition  of  rail  rood,  properties  to  acquire  even  beyond  the  zone  that  yon  have  men- 
tioned, thu  Missonri  River,  for  instance,  where  the  terminals  of  the  transconti- 
nental linos  are;  for  those  who  own  big  trunk  lines  to  the  East  to  extend  and  bavit 
nuder  one  control  the  roods  beyond  the  Missouri  River  to  thn  I'acillo  coastf  Let 
me  instance  the  Vanderhilt  syst-cm :  Is  it  not  natnral  to  suppose  that  the  Vanderbilt 
BTslem  wonld  now  seek,  under  the  stimulus  of  Asiatic  trade  and  the  Asiatic  acqai- 
utions  of  this  country,  to  have  control  all  the  way  from  New  York  to  Seattle  or  San 
Francisco t — A.  Railroad  problems  are  my  weak  jioint.  What  may  be  in  the  minds 
of  those  wbo  guide  the  destinies  of  large  railroad  systems  I  do  not  know,  bat  1 
hardly  believe  that  any  intention  exists  to  deviate  from  the  very  wise  policy  of 
having  a  natural  liiieabonttbecenterof  the  continent— a  continental  divide — botosb 
which  neither  those  from  the  east  nor  tlume  from  tho  west  shall  go. 

(j.  Now,  to  carry  the  inquiry  Just  a  step  fiirther,  still  leferriiig  to  the  community 
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of  interest  of  vhlch  ;oa  bftve  spoken  so  tavorahly  berc  in  the  eqnaliziug  of  ratea, 
givinK  the  purchaser  and  sbipper,  the  consumer  and  the  tranHporter  equal  ri(;hta. 
-wouliT  it  not  natnralty  follow  that  iu  seeking  that  commnnltv  of  interest  it  would 
be  riaht  and  proper  for  the  owners  of  the  great  eastern  trunk  liuoa— I  said  tho  Van- 
berlnltfl,  wo  will  say  in  a  meaanre  the  Gould  sjBtem,  tho  Wabaah  system,  the  Penn- 
sylvania system,  and  evon  tho  Southern  Bysteni— would  it  not  l)e  natural  that  they 
would  acquire  Iu  that  Tely  community  of  interest  and  the  purcboae  of  stockB  of 
other  companies  ultimately  the  control  of  a  transcontineutal  linet — A.  Not  nooes- 
sarily  and  not  likely,  in  iny  opinion:  but  I  can  ouly  eipress  an  opinion.  I  believe 
that  these  qnesCions,  much  as  I  would  like  to  answer  them,  when  put  to  me  will  not 
lead  to  anything.     I  can  only  Eive  vague  opiniona,  which  are  not  worth  unytbiug, 

Q.  (By  Mr.  LiTCBMAN.)  In  the  combination  of  theaeroads  through  the  Community 
of  interest,  what  is  your  opinion  in  relation  to  the  capitalization,  whether  it  has 
been  proper  or  excessive T — A.  I  do  not  believe  that  there  is  aucb  a  thing  as  excessive 
capital  Ik  ft  tlon.  It  may  be  to  the  ineiperiencod,  naked  eye;  but  if  you  will  take  the 
market  value  of  the  stocks  and  bonds  of  different  ayatema  you  will  niid  how,  finally, 
the  actual  market  value  udaptn  Itself  in  one  company  to  the  market  value  of  another 

ny  which  may  have  an  entirely  different  capitalization.     In  other  words,  while 

'road  niay  be  capitali;:ed  at  $50,000  a  mile,  and  the  "R"  roa<l  may  bo  oapital- 
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ized  at  only  $25,000  a  mile,  parallel  lines  lot  ns  say,  you  will  Hnil  the  $25,000  oapi- 
talization  la  the  market  will  probably  sell  for  juat  as  much  as  the  $50,000  capitali- 
zation. 

Q.  Yon  think  the  market  discriminates  in  over  capitalization  so-called  f — A.  The 
investor  doee.  It  is  just  like  n  natural  law  that  works  silently.  The  market  value 
of  oompeting  lines  exactly  adapts  itself  to  the  relative  level  of  each  other's  capi- 
talization. 

Q.  Does  not  that  estimate  of  value  depend  somewhat  and  even  largely  upon  hon- 
est accoQuting  on  the  pnrt  of  the  railroads  themselves  I — A.  Well,  you  must  always 
aasume  that  people  ore  hooest. 

Q.  How  far  would  yun  approve  what  is  called  the  system  of  public  ncounnting  or 
public  examination  of  nccDUuts  to  secure  that  honestyl— A.  Those  are  such  largo 
problems  that  I  would  not  wish  to  give  an  off-hand  reply  to  questions  touching  them. 

Q.  You  see  no  objection,  however,  in  having  some  guarantee  that  the  iuforoiation 
given  of  the  standing  of  a  railroad  shall  be  accurate  T~  A.  I  believe  that  any  dishon- 
<tHt  action  should  be  made  punishable  by  law.  Aa  it  is,  I  believe  we  do  not  need  laws 
BO  much  as  we  need  to  have  our  laws  properly  enforced. 

Q.  Is  it  not  your  experience  or  within  yuat  knowledge  that  thero  have  been 
instances  of  dividends  being  declared  thut  were  not  earned  f — A.  With  reference  to 
the  corpoTatloDB  with  which  I  am  oonoected,  I  know  that  no  dividend  hna  ever  been 
declared  that  has  not  been  earned.     Nor  do  I  know  as  a  fact,  if  you  asked  me  the 

Sueation,  I  could  not  point  out  a  board  of  directors  who  have  declared  dividends 
lat  have  not  been  earned, 

Q.  Do  you  not  think  that  it  has  been  donef — A.  I  believe,  in  general,  directors 
act  upon  the  figures  before  them.  I  believe  that  very  generally  directors  are  per- 
fectly honeat  when  tbey  declare  dividends. 

Q.  How  far  would  you  go  in  making  the  responsibility  of  tho  director  personal  for 
Buy  luisstatemeutof  that  kindl — A.  There  would  be  some  difficulty  in  making  the 
director  peraonally  reaponaible  except  for  gross  ft'sudB,  just  as  you  conid  not  make 
any  one  responsible  for  any  negli|;cnce,  except  grosa  negligence. 

Q.  Itia  a  matter  of  common  notoriety  that,  In  some  corporations,  what  I  have  stated 
has  been  done ;  that  dividends  have  been  declared  that  are  not  earned.  Now,  where 
these  corporations  have  their  stock  on  sale  in  the  opoD  market  and  innocent  pur- 
chasers buy  on  the  strength  of  tbe  reports  made,  ou^t  there  not  to  be  some  means 
of  protecting  these  people  when  these  reports  are  found  to  bare  been  false!— A. 
Personally,  I  think  ft  very  wrong  to  declare  a  dividend  that  baa  not  beou  actually 
earned,  or  for  which  a  reserve  doee  not  exist.  In  conservatively  monaKed  railroads 
the  earnings  of  one  year  are  never  paid  out  as  an  entirety.  A  railroad  may  earn  6 
per  cent  and  declare  only  4  per  cent,  potting  2  per  cent  aside  for  a  rainy  day.  I 
sboniu  not  think  it  wrong  if,  iu  the  following  year,  the  railroad  earned  only  3  per 
cent  and  appropriated  1  per  cent  out  of  tho  excess  ftoiu  the  previoua  year  to  keep  its 
dividends  unitorm.  But  I  would  consider  it  wrong  where  a  railroad  company 
declared  a  dividend  and  praotically  had  to  create  new  capital  to  pay  it. 

3.  It  would  also,  of  course,  be  wrong  for  a  railroad  to  declare  a  dividend  one  year 
almost  immediately  afterward  go  into  tbe  hands  of  a  receiver. — A.  Decidedly 

Q.  (By  Hr.  Farquhar.)  Practically  in  Wall  street  the  worth  of  a  stock  ia  its 
eamiug  power,  is  it  not) — A.  Yea. 

Q.  Tbat  is  the  linancial  rule  of  the  street,  is  it  notf— A.  That  ia  not  only  true  in 
Wall  street,  but  itia  also  true  all  ovor  the  world.  The  Tatuo  of  property  is  in  the  first 
instance  determined  by  what  It  can  jirodnco.    Every  other  value  given  is  sjiecnlative. 
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If  a  rood  ilo«B  overisane  stook  on  preBnmptive  eamioKB  or  exteneiona  or  by  a  vot«  or 
the  board  of  directors  is  Dot  that  water  prnctically  ellniiiinted  by  tbe  rating  th:it  the 
market  puts  on  the  stock  ihietff — A.  AlmoBt  always. 

Q.  Alnayat — A.  Almost  always. 

Q.  In  other  words,  do  not  prFtctically  the  flnanciera  of  Wall  street  sqaeeze  the 
water  out  of  the  ilotitiooB  stock  T — A.  I  do  not  know  what  yon  mean  by  the  ilnonoiers 
of  WalJ  street. 

Q.  I  mean  those  who  handle  the  fiuances  of  tbe  road — alt  tbe  railroad  stocks  and 
shares  of  the  country.— A.  I  believe,  as  a  rale,  there  are  a  very  few  companies  or 
boardt  of  directors  that  cdd  increase  their  capital  stock  without  a  vote  of  Uie  stock- 
holders. So,  if  as  yon  say,  the  stock  is  nnjustly  increased  It  is  dooe  by  tbe  owuera 
of  theproperty  and  not  I>y  tbe  boards  of  directors. 

Q.  The  point  is  tliis,  that  in  tbe  main  the  owners  of  large  blocks  of  shares  of  a 
road  can  control  all  tbelesHerstookholdars,  and  tuQatly  do, — A.  Not  as  arnle. 

Q.  Asa  rule,  Is  it  not  a  fact  that  the  motives  and  purposes  of  tbe  road  and  the  ex- 
tending of  its  stock  is  controlled  by  the  strong  shareholders  t— A.  I  believe  over; 
intelligent  Hhareholdet  nowadays  acts  inilepeudently,  and  if  anything  is  proposed  bjr 
what  you  coll  the  larger  sharehulden  that  is  not  approved  by  the  smuller  share- 
holdeis,  they  make  themselves  very  readily  and  very  forcibly  heard. 

Q.  (By  Mr.  LiTCKMAN.)  What  is  yoor  opinion  of  stock  dividends! — A.  As  agen- 
ersi  proposition  I  do  not  believe  tbat  stock  dividends  are  advisable,  but  there  may 
beexceptions  to  this  if  tbe  stock  dividend  represents  cash  value  or  earnings  aotaally 
retained  in  the  course  of  years  fruni  the  shareholders.  For  instance,  if  a  rood  in  the 
coarse  of  10  years  has  earned  an  average  of  8  per  cent  per  annnm,  which  in  10  years 
would  be  80  per  cent,  and  ban  paid  its  stockholders  at  tbe  rat«  of  4  per  cent  per 
annnm  which  would  he  40  per  cent,  and  for  some  reason  has  kept  the  remainder  as 
a  reserve,  and  acquired  new  property  with  it,  I  can  see  no  gcod  reason  why  the 
shareholder  should  not  haveajnst  claim  for  thiit  cashivbioh  bns  been  retained  from 
him,  in  some  form,  either  in  cash  or  new  stock. 

Q.  In  the  case  of  new  stock  it  becomes  a  perpetual  bnrdeu  on  the  public,  doea  it 
not! — A.  It  does  not  involve  a  perpetual  biinlen.  If  you  or  I  take  our  money  to  day 
and  baild  a  railroad  and  for  that  investment  issue  stock 

Q.  (Interrupting.]  But  the  laws  of  tbe  different  fjtutes  restrict  the  building  of 
railroads,  and  special  privileges  are  thereby  conferred  upon  tbe  railroads  already  in 
existence,  are  they  nott~A.  That  does  not  exactly  meet  tbe  cane.  For  instance,  if 
I  own  to-day  a  line  of  road  from  New  York  to  Albany,  and  want  to  build  a  branch, 
say,  from  Albany  to  Saratoga,  and  if,  instead  of  issuing  new  capital,  I  take  my  earn- 
ing or  tbe  earnings  of  tbe  shareholders  of  the  i-onipany  to  bnild  that  new  road 
with,  I  shonld  be  jastified,  after  tbat  road  is  completed,  in  returning  to  the  sbare- 
holders  tbeir  money  which  has  been  nsed  for  new  capital  iu  tbe  form  of  new  shares. 

Q.  That  is  true.  Now,  snppostng  the  road  from  Now  York  to  Albany  is  already 
bnilt  and  the  road  from  Albany  to  Saratoga  is  already  built,  and  each  has  been  capi- 
talized to  a  fair  capitalization  on  the  cost  of  building-  if  you  combine  those  two 
roads  and  add  as  mucli  more  stock,  so  that  the  etock  of  tbe  couibined  two  roads  is 
doable  what  it  was  originally,  wonld  yon  consider  tbat  a  just  proposition  to  tbe 
pnbllcl — A.  It  all  depends.  It  is  Impossible  t«  answer  the  question,  because  ao 
many  questions  of  valae  enter  Into  it.  I  conld  not  answer  offband  except  as  a  gen- 
eral proposition. 

Q.  How  far  onght  there  to  be  a  return  to  the  public  at  large  (i^om  whom  tbe  ftan- 
ohlse  comes)  in  tbe  shape  of  loweriujj  the  passenger  rate  and  the  freight  ratef— A. 
8o  far  OS  I  understand  it,  transportation  rates  in  general  will  adapt  tliemselves,  also 
by  a  natural  law,  to  the  prevailing  rate  of  interest.  If  other  investments,  on  an 
average,  return  4  per  cent,  railroad  capital  actually  Hpent,  through  some  silently 
working  taw,  con  not  be  nia<le  to  return  more  than  4  per  cent,  no  niatter  wbat  you 

do  to  force  it     When  railroad    '     '  ■  -  .in  ^  n.,       ««     

ago  for  tbeir  capital,  freight  ri 

where  railroads  have  to  pay  3i  per  cent  and  4  per  ceot  and  4}  per  cent  for  their 

capital,  freight  rates  are  about  one-half. 

Q.  There  has  not  been  much  change  in  passenger  rates. — A.  Yes,  there  has;  the; 
have  been  changed  very  materially. 

Q.  It  may  he  on  long  hauls,  but  not  very  much,  say  from  New  York  to  Buffalo,  in 
many  years.— A.  I  know  very  little  about  railroad  matters,  but  so  far  as  I  know 
passenger  rates,  per  mile,  have  gone  down  just  about  one-half. 

Q.  The  State  of  New  York  hzes  on  the  New  York  Central  Railroad  a  maximnm 
rate  of  2  cents.    That  is  a  part  of  its  charter.— A.  Yes. 

Q.  The  point  is  this:  If  h}/  over- capitalization  the  New  York  Central  Railroad 
donbles  its  capital,  of  course  it  may  only  pay  a  4  per  cent  dividend  or  a  5  per  cent 
or  a  6  per  cent  dividend  on  tbe  double  capital;  yet  if  it  was  required  to  restrict  its 

Eayment  on  tho  single  amonnt  of  capital  it  miglit  result,  might  it  not,  In  the  redite- 
[on  of  the  passenger  rate  as  well  as  the  freight  ratet — A.  Not  likely.     If  the  Stat« 
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ofNew  York  pormitii  the  New  York  Central,  an  it  does,  to  obarge  2  nenta,  DBtnr&lIy 
it  ia  tk<i  teDilimcy  uf  the  railroad  to  maintaiQ  the  rato  at  2  cents  as  long  as  it  ean. 
But  in  fact,  it  does  uut.  The  New  York  Central  trausporta  passengeis  to-day  at 
eonBiclarably  Imh  than  2  cents  per  mile. 

<J.  (lly  Mr.  Kknmkdt.)  I  would  like  to  ask  joa  if  there  is  any  probability  or 
danK^r  of  this  commnnity  uf  iuterest  in  railroads  ranninK  into  iLdootrial  coubina- 
tlODB,  Buch,  for  itmtance,  as  the  United  State*  Steel  Corporation,  and  that  company 
ot  corporation  reoetving  favors  on  acconnt  of  this  oommanlty  of  interest  which 
wonlit  be  detrimental  to  the  independent  iron  and  steel  mannfaotnrerat — A.  Porson- 
ally  I  bare  no  experience  in  induatrial  llnanees.  Uy  firm  haa  not  oooupied  itself 
with  them,  and  I  aan  give  yon  very  little  information. 

Q.  (By  Hr.  HlPLKY.)  Oiil  nut  yonr  Hrm  underwrite  a  part  of  tho  seonritios  iHSned 
for  the  United  States  Steel  Corporation,  for  thn  Auierioan  Bridge  Company,  tbe 
National  Tnbe  Company,  and  others T — A.  Commnn'ty  of  interest  exist«  among  bank- 
ers too.  Bankers  as  a  rale  are  very  gooil  neighbors,  and  we  meet  each  other  and 
oombiue  capital  when  wo  have  large  financial  transactions — lu'ger  than  our  resoarcea 
can  handle;  we  aak  otberx  to  unite  their  resooroes  with  oors  to  handle  a  given  con- 
cern Duder  our  management  That  is  what  is  generally  termed  a  syndicate,  and 
■aoh  e^ist  very  genendly.  Now,  while  my  Arm,  as  I  said  before,  aa  a  rule  doee  not 
ooeupy  ttMlf  with  indnatrial  ttnancinu  that  does  not  exclude  it  ttom  .aklng  an  inter- 
Mt  in  th«  financing  of  industrial  uniiortakingg,  when  tbe  Unancing  is  mouaged  by 
others.  Your  qnustion  is  perfectly  well  anderstood.  If  large  hankera  who  financed 
the  nudectakinga  which  yon  have  named  invited  out  firm,  we  no  doubt  tu  a  very 
moderate  amon at  accepted  tbe  invitation,  but  we  bad  nothing  to  do  with  the  dotaila 
or  the  management. 

Q.  Did  yon  know  of  the  principle  on  which  the  United  Sti.(e«  Steel  Corporation 
waa  financed,  or  did  you  see  the  statement  raapeoting  the  basin  of  that  capitaliKation 
which  Mr.  Schwab  mode  before  this  commissionl— A.  I  read  Mr.Schwab's  state- 
ment very  hanttly  and  the  comments  on  it,  bnt  I  do  Dot  know  anything  of  the  details 
oftheHnancitig. 

Q.  Von  said  some  time  ago  that  the  capitalisation  of  a  rood  is  at  once  seen  in  the 
price  of  the  securities,  la  it  not,  however,  recognized  among  bankers  that  you  can 
sometimes  double  the  amountof  securities  without  thereby  cutting  the  price  in  half  I 
Will  not  investors  sometimes  pay  a  little  more  than  half  in  the  case  of  capitalization 
donbliHl  I — A.  Very  eiiceptionally.  There  may  be  instances.  Human  minds  differ, 
and  you  may  for  some  reason  t)elieve  that  there  are  possihilitiea  and  probabilities  in 
a  certain  company,  from  which  opinion  I  may  difleri  bat  that  means  •peonlatioD, 
and  that  has  nothing  to  do  with  the  real  value.  Henco  the  real  value  always  finds 
Its  .just  level,  aa  water  finds  its  htvel. 

Q.  I  was  referring  particnlarly  to  the  esse  of  the  Chicago  and  Alton  road.'  Yonr 
firm  financed  the  capitalization  of  that  road  a  few  yeare  agot — A.  It  did  not.  The 
Chicago  and  Alton  waa  eimply  a  readjostment.  It  waa  not  a  reorganization,  bnt  a 
readjustment.  It  was  an  old-fiuihioued  organi/.ation  whirh  had  become  so  heavy 
that  it  was  impossible  to  move  it  to  expand  the  poaaihilities  of  the  road,  and  the 
stockholdi^ra  eimply  got  togetlier  and  decided  they  would  reodjnat  the  linanoea  of 
the  ooiopony. 

Q.  Yonr  flrro  hod  to  do  with  the  readjnstmentt — A.  Our  firm  were  large  atook- 
holdere. 

Q.  What  was  the  amount  of  enpital  of  that  road  before  and  after  the  readjust- 
ment I — A.  J  oan  not  give  you  those  fignres.  I  can  only  give  yon  the  facta  showing 
that,  indepeodeotly  of^  the  large  capitalization,  the  charges  for  dividends  and  iateresl 
in  the  new  corporation  do  not  vary,  f  believe,  5  per  cent  from  the  charges  aud  divi- 
dends of  the  old  corpoi'atioii. 

Q.  The  capital  wiis  increased,  was  it  not,  from  something  like  $30,000,000  to  some- 
thing over  S 100, 000,000,  including  stock  and  bonds  t— A.  I  amnotawarr  of  that. 

Q.  I  wish  you  conld  recall  the  tignrea  in  that  case — I  mean  approximately — simply 
to  serve  OS  an  illuatration  of  this  principle  you  have  mentioned  I — A.  What  I  can 
very  clearly  reniember  is  that  under  the  old  finanoing  the  charges  for  dividends  and 
interest  were  something  like  $:!,600,000,  I  believe,  and  nnder  the  new  scheme  of 
finances  which  the  stockholders  adopted  they  were  something  like  $2,700,000,  not- 
withstanding the  fact  that  something  like  110,000,000  new  money  had  come  into 
the  road. 

Q,  The  total  values  of  stock  and  bonds  waa  very  largely  increased,  waa  it  not! — 
A.  They  were  increased,  bnt  the  dividends  which  tor  'M  years  had  beeu  at  T  percent 
were  reduced  to  4  per  cent,  which  is  nearly  a  cutting  in  half. 

Q.  The  point  I  wanted  to  bring  out  waa  whether  there  waa  any  incraase  in  the 
burden  on  the  public  which  they  had  to  make  up  in  rates  by  reason  of  this  large 
increase  of  stocks  and  boudsT — A.  I  think  that  point  I  have  very  definitely  answered 
by  tellingyon  that  tbe  Chicago  aud  Alton  Company,  which  paid,  under  the  old  arrange- 
ment for  very  oosatiafactory  service  to  the  public,  aouiethiug  like  #2,600,000 1«  its 

I  Compare  MaUmony  gf  Mr.  I.  F.  Woodlouk,  |i.  ae. 


776  INDUSTRIAL   COMMISSION: — TKANSPORTATION. 

bond  and  share  holders,  to-day  for  ver;  much  mote  effictent  eervtoe,  brooght  about 

by  putting  soitiething  like  $10,000,000  into  the  compau}',  pays  perhaps  f2, 700,000. 
y.  It  pays  1  pex  cent  now  instoad  of  7  per  cent  as  formerly  t—  '     " 


.  Is  tlieru  not  a  constant  teuiptntion  to  iurrcose  that  rate  of  dividend  from  4  pec 
cent  up  to  0  per  cent;  in  other  words,  to  regard  6  per  cent  as  n  normal  return  on  that 
Cftpitult — A.  There  is  no  more  temptation  to  inoreasefrom  4  to  6  than  existed  before 
to  increase  the  old  diviilend  from  7  to  10. 

Q.  Might  it  not  excit«  public  oomment  very  much  more  largely  to  increase  the 
rate  of  divideud  ftom  7  to  10  than  to  increase  it  from  4  to  6,  or  t!rom  4  to  ST—A.  Not 
necessarily. 

Q.  In  the  case  of  the  ooquisition  of  the  securities  of  one  rond  by  another,  is  there 
ever  danger  that  that  purchase  may  bo  made  at  a  bigh  figure,  nbicb  is  for  the  time 
speculative  perhaps,  aud  that  that  may  be  afterwards  fixed  iu  the  capitalization  of 
the  two  roads  exactly  as  Mr.  Litchman  suggested  iu  his  question  t — A.  That  depends 
npon  the  good  judgment  of  railroad  managers.  The  fact  is  that  where  the  acquisi- 
tions have  been  made  during  the  past  year  or  two  they  have  been  made  on  much 
lower  figures  than  now  exist,  because  rnilroad  managers  have  beeii  fanight«d. 

Q.  Was  there  not  a  statement  made  yesterday  officially  that  the  rentaiuing 
«60,000,ODO  of  bonds  of  the  Union  Pacific  road  out  of  the  $1(X),000,000  anthorited 
were  to  be  issued  T— A.  I  saw  some  such  statement  in  the  morning  papers. 

Q.  The  statement  was  likewise  made  that  that  issue  was  to  secure  the  parohaae 
of  stock  in  the  Northern  Pacific  road  by  the  Union  Pacific  ioterests.  Have  yon  any 
hnowledge  as  to  thati— A,  1  believe  each  a  HtaMment  was  made  in  the  papers. 

Q.  Have  you  any  knowleilge  concerning  it  t  Youifirmwaaconc«medin  theoperft- 
tion,  was  it  nott — A.  Will  you  repeat  the  gnestioni 

Q,  I  say  haveyou  any  knowledge  concerning  that  matterT  Arethere  anyetatemutts 
which  you  are  willing  to  make!  The  point  I  wish  to  bring  out  is  as  to  whether  in 
the  case  of  the  purchase  of  stock  of  one  road  by  another  tbnt  purchase  may  be  made 
at  perhaps  a  teniporarily  excessive  figure  and  afterwards  fixed  in  the  capitalization 
of  the  load.     To  apply  it  to  thin  particular  case,  suppose  that  $60,000,000  worth  of 

bonds   of  the  Union   Pacific  road A.  (Interrupting,)  Let  me  interrupt  yoo. 

That  is  a  leading  question,  which  I  prefer  not  to  answer. 

Q.  .(By  Mr.  b'ARquiiAK.)  Cunld  yon  give  us  a  general  idea  about  the  proportionate 
amount  of  American  eecnrities  that  are  held  in  Europe  and  in  this  countryl—  '  " 
'    very  difficult.     Nobody  ca     -■-■-'    *  ■■  ---..-      ...-  -... . 

V.  onld  be  merely  a  guesn, 
held  in  Kurope  is  extremely  small ;  and  the  greatest  protection  to  the  welfare  and 
proaperitv  of  this  country  that  can  exist,  the  great  strength  of  the  conntry,  lies  in 
the  fact  that  to-day  Europe  holds  very  few  of  our  railroad  securities. 

Q.  In  those  great  transactions  which  occurred  a  few  weeks  ago  in  Wall  street, 
where  your  clearing  bouse  made  returns  of  over  4^600,000,000  a  day  is  it  a  fact  known 
in  financial  circles  that  the  parties  to  tboxe  ereat  transactions  bad  all  the  capital 
and  money  back  of  them  to  sustain  and  bold  the  stocks  even  at  the  great  rises  that 
were  madef— A.  Wall  street  iu  the  sense  in  which  you  no  doubt  meun  it— the  stock 
exchange — is  something  entirely  different  from  what  wo  should  term  the  banking 
business.  Lar^e  banking  houses  have  only  to  do  with  Wall  i^treet  in  so  far  as  it 
repreaeuts  a  i.mrket  for  securities.  If  my  firm  or  any  other  large  firm  wishes  to  bay 
stock,  it  has  f  1  go  into  the  stock  exchange,  or  Wall  street  as  you  term  it,  to  buy  it ; 
but  that  is  till;  end  of  it.  Speculation  is  something  difi'erent.  We  pay  for  the  stocks 
and  bonds  we  buy  and  use  them  for  the  purpose  for  which  we  want  them.  The 
enonnous  rise  in  values  which  has  lately  taken  place  has  to  a  grent  extent  been  the 
result  of  market  speculation.  People  got  insane  and  weut  into  what  is  popularly 
termed  Wall  stri'et  and  bought  on  luargins,  and  naturally  something  had  to  ooonr, 
as  it  always  does,  to  bring  down  these  unreasonably  inflated  prices,  and  it  did  oconr. 

Q,  Is  it  not  a  fact  that,  even  with  the  great  rise  in  stocks,  rani^iug  from  5  np  to 
40  and  [<0  points,  there  was  American  money  back  of  that  rise  to  sustain  and  hold 
them,  and  that  American  wealth  and  money  back  of  it  kept  Wall  street  from  a 
lilBcti  Friday  during  this  lost  3  weeksf— A.  I  do  not  know  what  yon  would  cnll  :i 
Black  Friday, 

Q.  iiecause  there  was  no  money  back  of  the  Blark  Friday  it  went  down.— A. 
n  money  and  American  wealth  and  prosperity  keep  and  will  keep  prices  tn 


Legitimate  capital  aud  legitimnte  prosperity  o 
...  ild  up  a  level  of  prices  which  is  not  jnsti tied, 

■y  glad  you  mode  that  answer.     I  would  like  to  bear  you,  if  it  were  not 


11  t>e  used  to  build  up  a  level  o 


qnite  late  nott ,  on  two  questions — first  of  all,  the  banker's  profit  and  the  men  who 
ace  the  conservators  of  American  capital  aud  sperulation,  wherein  thesafety  of  even 
tbe  purchaser  of  stocks  consists  in  the  fact  that  the  American  banker,  even  in  the 
same  panic  that  took  hold  of  Wall  street  u  fen-  years  ago,  come  to  their  aid  with 
millions  and  held  the  market  and  kept  stock  owners  (Vom  ruin.— A,  The  Amorioan 
banker  did  not  couie  to  the  aid  nf  the  npectilator  or  lieln  the  market,  as  yon  call  it. 
The  American  banker  saved,  ]is  he  always  Iioh  doiip  ai]d  always  will  do,  the  legltl- 
natv  owners  of  seouritiea  from  being  compelled  to  saorifioe  them  at  any  price. 
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Q.  Yon  have  bni  a  loiif;  experinioB  in  banking,  and  especially  ;onr  firm  bere,  and 
a  great  eznerionrs  in  foreign  exchange  and  the  balanoen  in  reepect  to  gold,  etc.  ts 
it  not  utouiHhiiig  to  you  to  see  the  amount  of  American  wealth  and  Amerioaii  money 
far  over  and  beyond  tlio  '2i  billione  of  circnlating  medinm  that  In  the  last  2^  years 
havB  rnme  in  throngb  inilnetTials  and  through  railroads  and  throngh  general  stock 
inveetmentsf  Whcrn  hax  all  this  capital  been  for  the  laat  10  ysarBT — A.  That  capi- 
tal has  been  partly  in  the  earth — goU  anil  silver  that  has  been  taken  out.  Partlyit 
has  been  created  by  the  creation  of  wealth.  Wealth  when  created  mnat  have  Home- 
thing  to  represent  it.  What  does  represent  it  is  the  bank  note,  llie  bank  note  or 
tliu  paper  ciirrenoy  simply  mobilises  immobilized  wealth.     It  is  for  this  reason  that 

Sovemmenl  oiruulation,  iu  my  opinion,  is  nnjnstlSed,  for  government  does  uot  pru- 
uce  anything,  and  should  therefore  uot  be  the  maker  of  the  vehicle  of  wealth  cir- 
cnlation.  The  makers  of  the  vehicle  of  wealth  circulation— oarreocy — ought  to  bo 
those  who  represent  the  prodncers  of  wealth — the  banks. 

Q.  (Hy  Mr.  Kknmkiiv.)  Are  you  a  believer  in  and  an  advocate  of  government 
ownership  of  railroads  and  telegraph  lines  T — A.  I  do  not  think  that  oiirOovernment 
is  adapted  to  any  centralizntion  of  power  such  as  would  be  necessary  to  the  owner- 
ship of  tbe  railroads;  but  that  is  simply  a  personal  opinion  and  of  no  valne. 

S.  (By  Mr.  Tompkins.)  In  what  way  would  yon  snggest  they  should  be  con- 
led  T  Now  that  power  is  growing  dally  to  be  more  and  more  In  a  few  hands,  in 
what  way  would  yon  sng(t''"t  that  theiui  utilities  be  controlled  for  the  benefit  of  the 
peopleT  Is  it  beiter  that  they  shcmld  be  in  a  few  hands  than  under  Government 
control?— A.  1  believe  that  the  silent  laws  of  nature  are  better  correctives  than  any 
written  laws  can  ever  b<-come;  but  It  Is  the  right  of  government,  and  especially  of 
a  government  by  the  people,  to  legitimately  regulate  those  concerns  that  exist  as 
its  servants. 

Q.  Do  yon  think  It  would  be  desirable  for  the  Government  to  undertake  a  control 
of  the  r^Iroads  similar  to  that  it  now  eierciees  over  the  liankst — A,  I  have  not 
given  this  matter  sufficient  thought  to  answer  that  question. 

Q.  (By  Senator  Kyi.i!.)  Uno  of  the  best  laws  known  to  «oonomics  and  most  ben- 
eUciat  to  the  public  is  the  law  of  competition.  Do  you  think  tbelawof  competition 
is  itoing  to  be  nreservedt — A.  I.'ndunbtediy.  Capital  is  becoming  so  strong  and  so 
easily  obtained  that  the  moment  conipensatiou  for  any  service  is  demanded  at  a  rate 
in  excess  of  that  at  wbldi  it  can  be  produced,  oompelitioii  will  set  in. 

Q.  Suppose  the  traoBcontinental  roads  were  to  be  consolidaled ;  it  is  quite  an 
enterprise  to  bnild  a  parallel  line  to  preserve  competition!' — A.  If  the  transconti- 
nental lines  were  ever  to  be  lonsolidated,  which  f  very  mnoh  doubt  will  ever  happen 
in  this  generation  (I  do  nut  know  what  will  happen  in  the  next),  it  would  be  the 
most  certain  may  of  immediately  bringing  about  the  construction  of  another  line. 

Q.  (By  Mr.  Clarke.)  In  your  own  opinion,  is  wealth  being  consolidated  in  n  few 
hands,  or  is  there  constantly  a  larger  distribution  of  wealth  with  the  increase  of 
wealth  I — A.  1  believe  that  to-day  there  are  more  wealthy  people  in  proportion  to 
population  than  there  have  ever  before  been  in  t:he  history  of  this  country. 

Q.  Do  yon  anticipate  that  the  consi>lidatioD  of  companies  or  the  establishment 
of  common  it  ie«  oPiaterest  will  tend  to  concentrate  wealth,  or  will  have  theoppoeite 
effeott— A,  I  believe  that  the  condition  of  affairs  as  it  now  exists  will  contribute  to 
a  larger  distribution  of  wealth  than  has  ever  before  existed. 

(Te«timoiiy  closed.) 


IN,  n.  CJunt  15, 1901. 
TE8TIH0NT  07  HB.  V.  H.  BETHEZX,' 
(Imfral  Manager  ,\>w  i'ork  Teleplume  Company. 

The  commission  met  at  11.03  a.  m.,  Vice-Chairman  Phillips  prosidlnft,  At  that 
time  Mr.  II.  N.  Bethell,  general  manager  New  York  Telephone  Company,  15  Dey 
street.  New Tork,  appeared  as  a  witness,  aud,  being  duly  awom,  testified  as  followa: 

Q.  (HvMr.  Phillips.)  Will  you  give  your  name  and  aildreaal— A.  U.  N.  Bethell; 
15  Dev  street,  New  York. 

Q.  What  is  your  present  posltionf— A.  General  manager  of  the  N'ew  York  Tele- 
phone Company. 

Q.  What  buBiueas  were  you  engaged  in  before  you  took  this  position  f~A.  For  a 
time  I  WHS  a  Government  clerk  in  Washington,  and  at  the  same  time  a  law  student. 
Soon  after  my  admission  to  thii  bar  1  went  into  the  telephone  busineHs,  first  in  the 
legal  aud  financial  departmeuts  and  later  in  the  operating  department. 

Q.  How  long  have  vou  been  connected  with  this  telephone  boaineMT — A.  Sinco 
aboDt  18S9. 
■     -  ■     ■ ■ — -..  i.C^tKwIc 

'  Set'  alN>  (or  tnrlou^  sUitcmcnls  crIticLwd  by  tliLa  wltiiiw  tlip  leptlmoiiy  nf  Mr.  Fanotu,  p|i.  ITO^TRi 
alau  ■upfilumenuu}' St ._...-  . ,......_..... „. 
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Q.  Now,  I  have  no  doabt  tbat  ;on  came  prepared  to  make  »  atatement  in  regard 
to  IIlo  telephone  biisilicm.  uiid  the  comiiiiaaioD  wonld  b«  pleased  to  bare  you  proceed 
in  youi'  own  wiiy  tu  make  siiib  a  Htatonient. — A.  I  eball  first  tell  yoa  briefly  of  the 
development  of  the  telepboue  iadustry  in  Xew  York  City,  the  rates  that  are  cliarKed, 
the  priuoiples  embodied  in  the  rate  plaax,  and  aometbing  of  the  profits  involved  in 
the  business ;  and  then,  if  time  permit  and  the  commission  desire,  I  shall  give  jo« 
some  facts  relative  to  the  tolepbona  indnstry  in  foreign  countrtoa;  oonfiiiing  myself 
chieHy  to  the  Enropoan  countries,  first,  those  where  there  is  government  oi  municipal 
owuershlp.  and  then  those  whei«  the  biiaiiiess  Is  conducted  uy  private  enterprise. 

Firet,  as  to  New  York :  The  New  York  telephone  system  is  now  by  far  the  largest 
in  the  world,  and  represents  the  sreatest  per  capita  development  among  oitiea  or 
1,000,000  or  more  In  the  world.  The  growth  iu  recent  years  has  been  exoeedingly 
rapid,  and  tbe  number  of  stations  in  the  syslem  now  amounts  to  more  tban  62,^10. 
In  speaking  of  New  York  it  may  be  proper  to  say  that  I  shall  use  tbe  words  "  New 
York"  to  mean  tbat  portion  of  New  York  City  ne  now  constituted,  comprising  tbe 
boroughs  of  Manhattan  and  tbe  Bronx.  That  is  old  New  York  City,  which  is  goii- 
erally  known  08  New  York  today.  Tbe  New  York  oumpany  covers  a  much  larger 
territory  than  New  York  City,  but  I  wish,  for  the  sake  of  cletimeas,  tu  speak  first  of 
tlie  conditions  in  New  Y'ork  City,  because  tbat  will  show  you  tbe  conditions  iu  a 
great  city.  The  telephone  busiiiees  was  began  there  practically  In  1873,  and  the 
period  from  that  time  t«  the  present  may  be  divided  into  two  parts,  the  early  period 
mnning  from  187S  to  1S94.  At  the  end  of  the  early  period,  16  years,  there  was  a 
total  of  about  11,600  stations,  auddnrlng  tbe  later  period,  from  ]8!M  to  tbe  present 
time,  7  years,  there  was  a  gain  of  B1,000.  1  do  not  wish  to  give  the  impreasion  that 
the  gain  during  that  early  period  of  the  development  of  the  telephone  industry  in 
New  York  City  did  not  compare  favorably  with  developments  in  other  parts  of  tbe 
world;  I  think  it  did.  Bnt  I  wish,  by  presenting  these  flgares,  to  show  yon  orapb- 
ioally  what  a  tremendous  development  has  oceurred  In  the  last  few  years,  and  tbat 
statements  made  about  the  telephone  indnstry  a  iew  years  ago  arc  not  at  all  to  he 
relied  upon  at  the  present  time. 

Q.  (By  Mr.  Litchma:<.)  Where  yon  speak  of  stations,  yon  speak  of  places  where 
the  telephone  is  installed,  do  youl — A.  I  sneak  of  tbe  station  ae  a  telephone 
installed— that  is,  a  sot  of  iiistrunientH  from  which  on«  may  talk  to  another  person, 
,  using  a  slmilnr  set  of  instrnnients  at  anolber  place.  Now,  this  growth  hu  been 
eiaeedingly  rapid  during  tbe  last  3  years,  the  gain  during  that  time  being  more  tban 
37,500;  and  during  the  last  2  months  the  gam  averaged  almost  2,000  a  month.  A 
very  conservative  estimate  of  the  conditions  in  New  York  at  the  end  of  this  year 
will  perhaps  place  the  number  of  stations  at  over  72,000,  probably  nearer  76,000. 
Now,  it  is  interesting  to  note  the  causes  of  this  rapid,  unparalleled  development. 
First  of  the  causes,  I  should  say,  is  efficient  service;  and  thun  a  growing  recogni- 
tion of  the  utility  of  the  telephone  in  conducting  varloux  ciimmeroial  and  aooial 
transactions;  and,  chief  of  all,  tbe  rates,  including  the  principle  that  is  emtiodied  in 
tbe  rate  plans,  and  tbe  aotual  reductions  in  rates  that  have  been  mode. 

In  speaking  of  the  eEBoion  I  service,  1  will  brlelly  outline  what  baa  been  done  in  the 
way  of  providing  plant  from  time  to  time.  The  policy  of  the  company  haa  been 
to  adopt  improvements  whenever  their  worth  hoe  been  demonstratod,  practically 
regardless  of  coat.  As  illustrating  this,  I  would  say  that  during  the  earlier  years, 
in  New  York  as  elsewhere,  all  wires  were  overhead,  and  single  wires  were  used.  That 
is,  earth  was  used  ss  a  part  of  the  circuit.  Tbe  New  York  Telephone  Company  had 
a  very  extensive  overhead  plant.  In  the  development  of  tbe  art  It  wat  found  that 
tbe  proper  thing  for  l>estaervioe  was  a  metallic  circuit;  that  is,  two  wires  connect- 
ing each  station  to  tbe  central  offloe.  Without  such  cooatrnction  it  would  be  almost 
impossible  to  handle  long-distance  traffic,  and  every  station  in  New  York  for  several 
years  has  been  so  connected  and  soonnipped  and  so  maintained  tbat  talkiuefrom  it 
could  be  successfully  carried  on  to  tbe  most  remote  points;  so  that  the  snbsoritier 
in  his  residence  and  tlie  small  shopkeeper  talk  to  remote  pointe  with  Just  as  ninch 
facility  and  ease  as  a  banker  or  broker  or  the  largent  suliacriber  in  the  ayatem. 


New  York  wae  among  the  first  to  undertake  this  great  work,  and  for  many  years  haa 
had  on  esolnsively  metallic-oiroail  system.  WLen  I  speak  of  conditions  in  Europe  I 
shall  show  tbat  iu  a  great  many  places  overhead  single  wires  are  still  in  usej  thas 


abowlnglhe  continuance  of  methods  in  some  larger  European  cities  which  we  began 
to  abandon  in  New  York  away  hack  iu  tbe  eighties,  and  completely  abandoned  many 
Tears  ago.  Th is ^reat  change  in  tbe  method  of  working  involved  a  recoiistrnotion  of 
the  entlrn  plant,  covering  a  number  of  years — from  1887,  approximately,  to  1893.  The 
overhead  lines  weresacnficed,  tbe  polex  were  cut  down,  and  the  wires  were  sold  for 
.Jonk.  Iron  wires  actually  brought  nothing.  We  may  say  the  whole  line  plant  waa 
tbrown  away,  and  this  plant  represented  on  the  iKKiks  an  amount  perhaps  in  exoeea 
of  $1,600,000.  The  nndergronnd  cables  tbat  were  first  put  in  to  replace  tbe  overhead 
wires,  tbe  types  adopted  being  unw  and  untried,  were,  many  of  them,  fknlty,  and 
worked  nnsatJafaclorlly.  That  was  a  very  expousivo  experiment,  before  satlii^tory 
eables  were  obtained.  A  large  switchboard  at  one  of  the  company's  central  offieea 
had  Jnst  been  oompleted  at  a  cost  of  CtHO,U0O,  foe  single-wire  working.    Tbiongb 


V.    ff.    BBTHELL: — THE   TELBI^OHE   BUSnTEBS.  779 

tbis  change  in  the  ari  it  waa  nftceaMiy  to  moilif?  It  %t  ao  additional  ooat  uf  980,000 
before  it  conid  be  used  for  metallic-oiTonit  worliing.  I  only  mention  these  fac^  to 
illuHtrate  with  what  rapidity  the  ohangee  in  the  art  have  takeu  place,  and  ti>  what 
great  eipenae  telephone  componisB  are  required  to  go  in  agreatoitf  i  I' they  keep  pace 
with  the  development.  In  the  past  12  yeora  aome  of  the  company's  eiehangeB  have 
been  recouatruoted  threo  timea.  Wbat  we  now  view  aa  the  moat  important  change 
waathe  Introduction  of  the  common- hattery  system  about  3  years  ago.  That  required 
the  snbatitntion  of  an  eutirety  new  eiinipmeut  at  all  of  the  central  offlcea  and  at  all 
alntiona  to  put  the  system  on  an  up-to-date  plan  of  working.  Now,  in  order  to  do 
that,  the  coinptuiy  abandoned  a  plant,  that  is,  a  central  oSlce  and  station  plant  that 
was  perhapa  anmcient  to  eerve  a  syBtem  of  30,000  stations.  This  work  bas  been  of 
sacb  magnitude  that  3  years  hare  been  conaiimed  in  oarrjing  it  out.  Thefiual  work 
is  n<-ariug  completion,  and  before  September  the  Mauhattim  Sjstem  will  be  working 
on  the  new  basis.  Another  thing  that  I  wish  to  mention  in  passing  is,  that  tbe 
gain  in  3  years  of  37,500  statiooH  dues  not  mean  as  much,  taken  oe  a  single  fact, 
as  when  you  connect  that  gain  with  tbe  fact  that  to  make  it,  it  has  been  neces- 
Mty  to  connect  abont  6^,5W  Hlatlous,  the  dilFereiice  between  the  two,  or  about 
35,000,  being  disconnected  through  people  going  oCT.  Tbe  net  eain  was  37,500  in  the 
3  years.  Very  recently  a  ICnropeau  ejtpert  wrote  that  New  York  has  not  only  the 
largest,  but  technicBlly  the  best,  system  in  the  world. 

Now  I  come  to  speak  of  rates,  and  I  shall  divide  the  penod  between  the  com- 
mencement of  the  boHinoss  aud  tbe  pre«ent  tine,  for  our  convenience,  into  two 
periods,  substantially  the  same  as  those  mentioned  when  I  wiks  speaking  of  the 
growth, 

Q.  (Hy  Mr.  Farquhak.)  When  you  abandoned  the  systeni  there,  did  yon  adopt  tbe 
conduit  for  all  your  wirest— A.  Yea. 

Q.  All  over  the  system  of  New  York !— A.  Wbatnyateml 

Q.  That  is,  the  system  of  tbe  aunk  wire. — A.  Underground  ? 

q.  Yea.— A.  Ob,  joh. 

Q.  Is  that  system  iill  over  the  Manhattan  and  Jironxt — A.  Not  over  all  the  Man- 
hattan and  Bronx.  That  ia  all  over  Manhattan,  and  a  very  large  part  of  the  work 
is  underground  in  the  Rroni.  When  it  was  decided  to  cbiinge  from  an  overhead  to 
on  underground  syateui,  laws  were  enacted  hy  the  titate  legislature  prescribing  the 
methods  that  should  be  followe<l,  KirRt,  naturally,  the  deDsnly  populated,  tele- 
phonically  speaking,  partH  of  thi)  city  were  to  be  dealt  witb,  aud  as  rapidly  bh  possible 
the  work  was  to  be  extended  to  all  parte  of  the  citv.  At  the  present  time  there  ia 
not  a  pole  lino  in  Manhattan,  outsiile  of  a  very  Bmall  section  north  of  One  hundred 
and  thirtieth  or  One  hundred  and  fortieth  streets,  excepting  one  maiu  trunk  line 
naed  for  long-distance  wiren. 

CJ.  Waa  this  provision  that  was  made  by  legialati on  made  only  for  yonrown  wires 
or  were  th«ro  any  municipal  wires  phioed  in  your  conduit f — A.  Municipal  wires f 

Q.  Yea.—A.  Theleglslationprovidctlfor  the boUdingofaubwaya  foraU  wires;  but 
wires  bearing  low-tuunion  andhi^h-tension  currents  wore  not  put  in  tbe  same  aab- 
irays  or  on  the  same  side  of  the  street. 

Q.  Can  you  give  tbe  commission  any  idea  how  much  it  cost  your  company  to  make 
that  change  by  throning  away  the  old  systemf  Yon  Maid  a  niillion  and  a  half  in 
one  case,  but  in  the  installation  of  the  nnw  system  how  much  was  tbe  coat  of  that' — 
A.  Well,  I  do  nut  believi^  tlNit  from  memory  I  could  separate  that  Kgnre  from  the 
rest  of  tbe  occouuta,  but  perhaps  I  may  be  able  to  gi>'e  you  a  clearer  Idea  when  I 
come  to  talk  of  the  profits  of  the  business. 

Q.  (By  Mr.  Litchman.)  Are  these  ooudnits  established  by  your  own  company  t — 
A.  So;  those  nnbways  were  constructed  anil  owned  by  a  separate  company. 

Q.  Under  a  fcaucbise  from  tbe  cityt — A.  It  was  pursuant  to  the  act  of  tbe  Stnte 
legislature. 

y.  Well,  tbe  city  would  have  to  grant  the  right  of  location,  would  it  notf— A.  Oh, 
yesi  (here  woe  a  board  uf  electrical  comiaisHi oners  nppuiuted  uniler  whose  super- 
vision the  work  was  carried  out.  Tbe  functions  of  the  board  sfterwards  passed  to 
other  officials  and  ore  nuw  lodged  ia  a  com  mission  or. 

Q,  (By  Mr.  1''ab(|i;[iah,)  This  comiiiiBsion  was  to  form  a  snbway  system  for  tbe 
city  of  New  York  for  all  wiri's,  was  it  not  T— A.  Yea.  The  work  of  the  commission, 
an  I  remember  it.  as  nutlined  in  tbe  several  ncte  pasaed,  wax  to  invite  tbe  submission 
of  plnns  and  to  adopt  some  general  comprehensive  scheme  for  transforming  as 
rapidly  as  possible  the  overhead  into  an  nndergruund  ayatem. 

Q.  (By  Mr.  Litciiman.)  I  would  like  to  know  aomething  abont  this  particular 
corporntiuQ  which  controls  the  conduits  or  subways. ^A.  1  um  not  cunneoted  with 
that  company  in  any  way,  and  the  infurniation  I  have  given  you  ia  simply  through 
a  knowledge  nf  the  law,  which  Is  open  to  anyone. 

Q.  (By  Mr,  Piiiu.iis.)  Are  the  otBcosof  the  one  company  connected  with  the  other 
oompony  t— A.  Some  individuals  are  officers  in  both  compauiea. 

Q.  (By  Mr.  Far<iukar.)  Is  the  snhway  company  a  separate  oorpormtlon  from 
'^e  telephone  conipanyf — A.  Yes. 

'  *""     .   »     .     .-         There  are  two  distinct  corporations.    The  affairs 
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of  tbe  two  concerns  are  ciindacted  Beparstely .  There  is  a  Ansneial  or  atook  iutetMt 
betweeu  tbe  two.  Ah  fully  an  1  rau  state  it,  tbe  relation  is  sbown  b;  tbeae  fMSts:  It 
iMvanie  neceaaary  tu  bur;  the  nircH,  bccanBe  of  their  ereat  number  and  also  becnnse 
there  waa  a  nideapread  popuLir  diBsatisfaction  with  the  conditiona,  the  atreeta  being 
full  of  poles  carrying  all  kinda  of  wires  belonging  to  various  companiea.  It  was 
deaireil  to  provide  ii  general  plan  for  hII  wire  uaera.  Hut  bnryiug  wires  was  a  D«w 
experiment,  and  capital  hesitated;  it  did  not  want  to  go  into  it,  and  the  people  con- 
nected with  the  telephone  industry  put  up  moat  of  the  capital,  as  I  uudeTStand  it, 
and  made  it  possible  to  carry  out  a  general  and  comprehensive  plan  of  pntting  the 
wires  undergroiicid.  There  was  notbing  in  the  entire  transaotion  that  was  not  in 
evSTy  way  creditable  to  the  telephone  intereata. 

Q.  Then  it  was  a  coiporation  ^rmed  to  work  in  harmony  with  the  Bell  Telephone 
Company}— A.  I'huy  have  worked  harmonioualy,  aod  the  public  hiia  not  aiiSered 
because  of  that,  but,  on  the  contrary,  baa  benefited  largely  by  it,  Some  of  the  other 
occupants  of  the  aubways  may  also  bave  been  iutereated,  but  to  what  extent,  if  any, 
I  do  not  know. 

Q.  What  other  oconpanta  of  the  anbwaya  are  therel^A.  Companies  operating  lel- 
^raph  linea  and  electric  linea  of  v:    ' 


Q.  (By  Mr.  PiiiLLii-s.)   Electric  ligbtingf— A.   Klectric-Iightiug    wires  carrying 
'gh-teusion  currents  are  in  bd  entirely  different  subway  aystem. 
Q.  (By  Mr.  Litchham.)  An  electrio-ligbt  wire,  I  understand,  carriu  too  blgh  a 
iltagel — A.  Thoy  generally  carry  too  high  a  voltage  to  occupy  the  same  sabway 


hi^l 

volt  „ 

with  tslepbon 

Q.  (By  Mr.  Fah<il'iiar.)  Are  not  municipal  wireapnt  tbrongh  theMmeanbwayt — 
A.  The  hre  department  and  police  department  wires  are  in  the  same  snbways, 

Q.  Woa  there  anything  in  the  charter  of  the  aubvray  oompauy  providing  that  any 
competing  company  might  have  the  right  to  lay  wires  I — A.  The  aiibwaya  are  open 
to  all  on  uiin^I  terma  onder  general  lawa.     Thero  ia  nothing  exclnsiie  about  it. 

Q.  Proceed  in  yonr  own  way. — A.  I  waa  about  tu  speak  concerning  rates.  Now, 
dnring  this  early  period,  when  single  wires  were  used,  the  rates  were  all  Bat.  By 
flatratoslmeanthatall  anbacribcra  having  the  same  general  cbarat^ter  of  eqaipmeot 
paid  the  same  amount,  whctber  they  used  tbe  setvire  much  or  littln.  In  the  early 
times,  tbe  busineaa  waa  commenced  by  renting  tbe  telephone,  and  tho  Ideaof  renting 
telophuue having  once  gained  a  looting  reiuaiuedfoTaluugtinie.  Whentheboainess 
grew  and  became  large,  that  idea  was  replaced  liy  another  idea— the  correct  one — that 
theoompany's  biiaiDosa  was  to  renderu  public  service,  not  to  rent  a  telephone.  Dur- 
ing the  very  early  days,  tbe  flat  rates  ranged  from  $60  to  1150  a  year  for  single-wire 
service,  and  later,  wben  metallio-circiiit  sorvice  was  introdncoa,  they  ranged  from 
$120  to  $240  a  year.  There  never  waa  a  time  when  all  New  York  subscriben  paid  t34D 
a  year.  There  were  lower  rat«B;  for  example,  $180  for  residence  s.:rTice,  tl50  for 
party  linea,  it^Ui  for  a  second  line,  and  various  othi>r  rates;  but  the  boslnesa  Sat  rale 
was  $240.  That  being  the  rate  most  generally  used  became  kuown  as  the  New  York 
rate;  and  even  at  the  present  time  some  studoiita  of  telephone  matters  will  speak  of 
the  New  York  rate  an  being  $240  a  year.  This  is  especially  trne,  I  may  say,  oTm^a- 
zioe  and  newspaper  writers  outside  of  New  York  City  who  have  not  kept  poatea  as 
to  the  changes  that  have  occurred. 

The  great  growth  which  I  have  apoken  of  commenced  in  1894,  and  it  was  in  that 
year  tbat«tbe  New  York  company  adopted  an  entirely  diifcrent  plan  of  charging  for 
telephone  service  in  New  York  City.  We  call  it  tbu  Dieesage-rate  plan,  because  the 
message,  insteail  of  the  station,  ia  taken  as  the  basic  unit  in  milking  tho  rate.  It  is 
a  very  simple  plan.  The  aubacriber  paya  for  tbe  service  rendered  in  his  particular 
■^'    ■     ■■-  n  charge,,  for  which  the  sitliscriber  may  send  a  stated  num- 


ber of  mcsaages,  with  additional  charges  for  aihlitional  meanages,  tt 

^24  It  year  up  for  exchange  service.     There  are  other  lower  rat«8 


measage  dttcruaaing  as  the  number  of  lunHHnges  increases.     1' 

'   ciple  that  applioH  in  ordinary  business  transact  ions  is  appHed,    The  rates  in  Now 
■         '"■  -  .  There  av      "    -■ 


isj»<and$l2ay< 
by  which  tbe  E<iibscril)er  puts  himself  in  relation  n 
Hyatcm,  tbe  lowest  rate  ia  $24  |>cr  year. 

Q.  Is  thereaiiy  competition  in  the  cityf — A.  There  never  baa  been  any  oompeUtion 
in  New  York  City.  In  Manhattan,  where  there  arc  about  liO  000  atations,  the  rate 
ranges  from  $60  a  year  up ;  that  ia  to  say,  for  $tiO  a  year  the  subscriber  baa  the  right 
to  send  GOO  messagoa  to  any  and  all  parta  of  Manhattan. 

Q.  (By  Mr,  Famijuiiar.)  Will  yoii  state  what  tbu  $8  rate  la— what  the  snbacriber 
is  entitled  hiT — A,  In  jnstamoment.  There  is  no  maximum  rata;  but  the  cbargM 
for  adilitiona!  messages  ranging  from  6  cents  down  to  3  centa  are  so  arrangml  that 
tbe  traffic- carrying  capacity  of  aline  in  New  York  practically  limita  the  total  rale  in 
most  oaaee  to  approximately  $240  per  jear.  It  would  be  fair  to  say,  therefore,  that, 
excluding  exceptional  oases,  tbe  rates  in  Manhattan  range  f^ni  $60  to  $240  a  year, 
according  to  the  amount  of  servjoe  Utat  each  nian  receives.    Tliere  are  other  lalea 


•tC 
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r  Hpeclal  oonditions.     For  inetatioe,  thero  may  be  &  domand  for  a  paiticular  kind 

service  In  a  particular  place.  Take  Harlem.  Harlem  is  a  city  within  a  oitj.  It 
la  its  own  theaters,  newspapers,  bnnkim;  iuBtitutione,  and  everything  that  goes  to 
ake  np  a  city — a  very  Iiirge  cit;,  too.  There  is  considerable  local  sentiment.  It  is 
nter  for  a  Itiirge  unmber  (if  people  vliose  tranaactinDS  are  within  Hikrleni.  In  uur 
lustaat  endeavor  to  give  the  public  every  rate  that  they  may  poBslbly  ash  for,  wu 
kve  iatrodcced  a  rate  in  Harlem  under  which  the  subscriber  pays  5  cents  for  a 
arlem  message  and  10  ceata  for  a  message  to  any  other  part  of  Manhattan  or  the 
ruux,  guaranteeing  only  $3.25  a  month,  or  $39  a  year  from  the  combined  huainesa. 
tiis  message-cftte  plan  hw  been  worked  out  also  in  a  way  pocniiarly  adaptable  to 
rge  basineea  ooncems.  In  the  old  times  when  a  large  basinesa  bouae  wonid  try  to 
aneaot  its  bosinees  over  one  telephone,  the  result  was  that  the  telephanea  were  cou- 
antly  reported  "  busy,"  (raffle  was  impeded,  and  the  service  wus  had.  A.  man  will 
vo  precedence  to  tLemeseaK"  that  he  wants  to  send,  overthe  message  that  someboily 
He  wants  to  send  tubioi.  By  trying  to  do  the  business  over  one  line  many  subscrib- 
plactically  close  their  doors  to  would'be  oustomera  or  people  who  want  to  trans- 

-  bueiness  with  them.     74ow,  to  obviate  this,  we  worked  out,  in  connection  with 

a  message-rate  plan,  a  scheme  under  which  a  smult  switch  board  ia  located  ou  tbu 
ibacribera'  premises,  and  in  ttaevarioiia  parts  of  hia  building,  wherever  he  may 
jaire  them,  telephones  are  located.  The  rate  for  these  teiephonea  ia  $12  a  year 
ich.  This  local  switch  board  ia  in  turn  connected  with  the  general  system  by  trunk 
nea  running  to  the  nearest  central  office.  These  tmnk  lines  are  paid  for  at  the  rate 
'  $36  a  year.  The  aubacriber  guarantees  3,600  uieeaages  a  year,  and  may  send  ail  of 
ie  messages  that  he  pleases  for  3  cents  each,  or  {3  a  hundred,  which,  considering 
lat  you  have  the  message  and  the  reply,  Ik  actually  cheaper  than  postage.  Thia 
as  proved  tremendouaiy  popular  among  the  larger  merchants  and  great  iustitutiooa, 
iwspapers  and  banks,  and  with  the  steamship  companies  and  railroad  companiaa. 
t  (bo  present  time  the  company  is  operating  more  than  1,200  such  private  branch 
(changes. 

Q.  <I)y  Mr.  C.  J.  Hakris.)  How  many  telephones  wonld  be  ou  some  of  these 
ti'hangest  How  high  would  he  the  largest  number  ( — A.  They  run  from  2,  3,  or  i 
p  to  180.  Now,  in  that  connection  I  will  take  np  your  <iuestlon  about  the  $8  rate, 
said  there  were  rates  as  low  aa  $8  to  $12  for  aupplttmental  nCiLliona.  In  hotels  the 
ites  for  stations  in  connection  with  the  private  braucb  exchange  are  from  iS  to  912 
ar  year  per  station.  There  is  another  doss  of  bastneas,  called  interior  service,  even 
I;  lower  rates,  which  I  will  apeak  of  later  on.  To  this  meaaage-rate  system,  or  this 
Ian  of  charging  for  what  you  get,  I  atttibate  largely  the  remarkable  growth  that 
as  occurred  in  recent  years. 

Q.  Is  there  no  trouble  in  keeping  count  of  the  number  of  moitBageasentt — A..  There 
I  always  trouble  iu  alt  kinds  of  uusineaa,  but  it  is  not  tuauruio notable.  As  to  the 
litnesa  of  the  principle,  the  question  was  carefully  conaidered  by  a  committee  of 
je  New  York  legiBlaturo  some  time  ago,  and  it  reported  as  foUowa:  "  With  a  fair 
linimum  rate  as  au  equivalent  for  the  posauaHlonandrighCtouae  the  telephone,  and 

reasonable  acaleof  prioca  for  connectiona,  if  used,  the  toll  system  seema  to  have 
)r  both  customer  aud  ;;oinpuny  marked  advautagea  over  the  <tat  rate."  Thia  whole 
Lihjuct  was  taken  up  by  an  English  Parliamentary  committee,  and  I  will  lead  you  an 
!:traot  from  the  Blue  liook  later.  The  planhas  also  been  adopted  by  the  German  aud 
latiish  parliaments  and  recommended  by  tlie  management  of  Ihii  Amsterdam  mnnici- 
al  tf'lophone  undertaking,  but  not  adopted,  I  shall  give  yon  the  pai-ticulars  of  that 
'hen  I  come  to  speak  of  Amaterdaui.  It  has  been  adopted  also  by  the  Government 
1  riwitzerland,  and  In  Stockholm  it  boa  been  followed  by  the  private  company,  and 
be  private  company  has  far  ontstripped  the  Goveruinent  In  competition,  which  bas 
llVred  Hat  rates  only,  Unt  thia  measagu-rate  principle  has  been  more  generally 
■lopted  in  the  United  States  than  any  when.'  olse  in  the  world,  an<l,  ao  far  aa  resnlts 
re  concerned,  in  the  way  of  development  of  the  tolepliouo  industry  the  oonditious 
,re  more  satisfactory  in  the  United  States  than  elMowhere. 

<j.  (By  Mr.  Fak<]i-iiar.)  Would  it  tronble  yon  juat  here  tu  explain  the  unfairness 
f  the  tiat  system  in  comparison  with  the  nlosea^'c  ayateml— A.  Inasmuch  as  1  do 
hat  incidentally  to  the  presentation  of  these  several  reports  of  foreign  governmeuta, 

wonld  like  to"  leave  that  until  later.  In  a  ayateia  whore  you  have  a  Sat  rate, 
oucan  only  compare  that  rate,  other  conditi<nia  being  o<iual,  with  the  average  rate  in 
.  ayntem  where  you  have  a  graduated  scale  of  rates.  On  the  flrst  of  this  year  the 
.verage  rate  in  the  city  of  New  York  was9K7.62;  now  it  i"  safe  to  say  thatit  ia  !i85. 
'hia  includes  all  atiitions,  oven  the  $210  dat-rate  stations,  except  pay  stations,  of 
vbioh  thero  arc  abont  4, (KM)  in  Manhattan.  Tho  rate  ia  10  ceuta  for  a  message  f>om 
tuy  one  of  thoao  stations  to  any  part  of  Manhattan,  of  which  8  cont.-i  goea  to  the 
inmpany. 

There  ia  great  miaapprehenaion  about  thin  $240  flat  rate,  as  1  intimated  before. 
,VhDa  the  new  rates  were  int.roiluced  tho  Hubacribera  went  very  rapidly  from  the  $240 
ilass  over  to  the  new  rates,  because  they  could  save  money  by  it  and  get  all  the    , 
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serrioo  they  wanted  for  a  muob  less  sum  of  money.  Tlie  campsiiy  never  nboliahed 
it,  but  tbe  public  baa  practit^ally  abaiuloued  it.  At  the  preBeut  time,  at  this  Tat«, 
there  are  leaa  than  1,400  atationa  out  of  a  total  at'62,G(X),  or  less  than  2~i\  per  trent,  ao 
that  it  becoDieH  practically  a  negligible  qiraiitity .  I  take  it  that  tbe  rapid  ttevelop- 
tiieiit  of  the  telephone  bueiueBa  In  pew  York  City  shows  tolerably  olearly  that  ma 
rates  and  service  nre  Kenerally  aalisfactory  to  the  pnblic.  Those  rates  and  the 
eervioe  fnruisbed  have  attracted  a  larger  degree  of  the  public  patronage  than  has 
been  attracted  by  any  other  telephone  compauy,  whether  operat«d  by  government, 
uiunioipal,  or  private  enterprise,  in  any  oiLer  city  of  the  same  class  id  tbe  whole 

Another  very  signifioant  f>ict  Is  the  absence  of  any  general  demand  for  a  revision 
or  reduction  of  rates.  Some  years  aco  when  tbe  Hat-rate  system  was  in  viq(ae,  a 
number  of  gentlemen  (with  the  very  best  of  motives  but  with  a  great  deal  of  mls< 
informatiun)  went  year  after  year  to  tbe  New  York  legislature  seeking  some  sort 
of  relief  from  thu  burdens  w  hie  ll  they  felt  tbe  public  was  carrying.  They  urged  billa 
nnder  different  names  and  titles  year  after  year,  but  all  of  tbese  were  ao  framed  aa 
to  perpetuate  the  old  dat-rate  principle.  I  do  not  care  to  thrash  out  tbat  old  straw, 
except  to  Buy  that,  during  tbe  lust  3  or  3  years,  the  conditions  have  changed  so 
entirely  that  uo  business  association  from  New  York  and  no  individual  aubsoriber, 
eo  fltr  as  I  know,  bos  gone  to  tbe  legislature  to  ask  legislation  of  any  sort  on  the 
nn  ..iioaUnn  Vnn.mfK.  ii  niiTnber  of  important  Commercial  bodies  in  How 
istiou,  and  we  sat  down  with  them  and  talked 
the  matter  over  in  a  plain,  common-sense,  brisiueHS-like  way.  Finding  tbat  we  were 
solving  a  very  difficult  problem  as  rajiiilly  as  it  could  be  solved,  they  conolnded  to 
leave  the  matter  in  our  hands;  and  1  think  it  perfectly  fair  to  say  that  now  many 
of  these  gentlemen,  as  some  of  them  have  already  done  in  writing,  wonld  admit 
that,  if  what  they  urged  a  few  years  ago  had  been  enacted  iuto  law,  diRaster  to 
the  telephone  industry  in  New  York  and  great  public  inconvenience  would  have 

Q.  Well,  were  not  those  associations  in  New  York,  like  the  board  of  trade  and 
transportation  and  others.  Justified,  under  your  t240  rate  and  its  ineaualitiea,  in 
going  to  the  legislature  for  reniedyf  Of  course,  when  tbe  rate  fell,  there  was  no 
necessity  for  agitation  or  further  pursuing  of  these  plans.— A.  Tbe  $240  rate  waa 
not  an  excessively  high  rate  under  those  conditions.  It  was  a  partiiularly  unfor- 
tunate rate;  but,  up  to  that  time,  tbe  wbole  efforts  of  tbe  management  had  been 
directed  toward  tbe  upbuilding  ot  a  proper  plant  to  render  efilcieut  aervicu  in  New 
York;  anil,  while  there  was  some  jaatifl cation  for  public  diseatiafoctlon,  the  remedy 
offered  by  the  board  of  trade  and  transportation  and  others  associated  with  them 
would  have  niadi'  the  conditions  far  worse  even  than  they  were  at  tbat  time.  I 
think  that  is  generally  admitted  now,  because  they  were  urgine  a  flat  rate  through- 
out New  York,  The  flat  rate  that  they  cbietly  urged  was  $1^6.  At  the  very  time 
they  weru  urging  tbat  flat  rate,  the  average  message  rate  in  New  York  was  Itaa 
than  that  amount.  But  there  ta  always  aome  diasatisfiwtion,  because  the  pnblio 
intereat  ia  liest  served  by  the  operation  of  only  one  telephone  system  in  a  given 
area ;  that  is,  by  the  maintenance  of  a  monopoly.  That  diasatiafactiou  is,  aa  experi- 
ence shows,  alwaya  aggravated  by  cunipetttion.  The  oaiisea  of  that  diaaatiafiuitioD 
arc  orroiieoua  ideas  aa  to  the  profits  of  the  buHineaa  and  miainformation  as  to  the 
rateH  elsewhere,  eapeoially  those  abroad. 

Q.  You  made  a  Htateniunt  there  as  to  monopoly  and  the  necesaity  of  unity  in  the 
oporatiu;;  of  the  telephone.  Wilt  you  state  what  the  disadvantages  are  of  2  lines, 
2  companies,  even  under  the  same  rates,  to  any  business  riianf — A.  1  shall  show  yoa 
those  disadvantages  very  graphically  when  1  come  to  apeak  of  Stockholm,  because 
there  we  have  the  Government  and  a  private  company  operating,  and  the  disad- 
vantages are  clearly  shown  in  the  conditions  existiug  in  Stockholm. 

Generally  speaking,  however,  they  are  2  Bystems  doing  the  work  of  1,  frequently 
double  rates  to  many  sabscribers.  and  an  amount  of  annoyance  and  exasperation  to 
the  general  public  which  must  he  experienced  to  be  fully  ajipreciated. 

Now,  as  to  tbe  question  of  profits.  Tbe  legislative  committf-e  tbat  1  spoke  of  » 
few  moments  ago,  appoiuti-<l  by  the  New  York  legislature,  which  made  a  report  In 
1888,  took  notice  of  tbia  almndoument  of  propertiea  that  1  have  spoken  of,  through 
the  doing  away  with  the 'iverhead  wires,  and  they  placed  the  lusa  through  that  aban- 
donment at  three-6fthn  of  tbe  company's  nf  t  earnings  from  it*  organization.  They 
presented  figures  which,  taking  tbat  loss  into  account,  showed  remaining  net  earn- 
ings for  T  years — that  is  tbe  period  covered  by  their  investigation — to  be  less  than 
10  per  cent  per  year.  As  I  remember  it.  the  exact  ligure  worked  out  was  9.66  per 
cent.  A  great  deal  ormiaiuforuiutinn  hoH  been  spread  abroad  through  fignroa,  baaed 
on  that  report,  whioh  did  not  take  into  iicconnt  the  committee's  statement  respeot- 
ing  the  losses,  and  which,  therefore,  were  entirety  loisleadiug. 

^.  (By  Mr.  Litciiman.)  Do  you  mean  to  aay  that  it  was  9.66  per  oent  over  and 
above  the  expense  that  you  went  to  to  iuatalt  the  new  ayateml— A.  Oh,  no;  tbe  cost 
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-, --       „    -.  -      . „ ^ — ,  -, i8of  this  report  were  flrat 

aacertained.  This  oomiuittee  decided  that  the  Idbb  throagb  the  abaDdunment  of  the 
old  property,  not  the  investment  in  the  uew  property,  would  sweep  away  three-fiftlia 
of  the  net  eaminj^s  accomulati'd  up  to  that  time,  and  the  remaining  net  earnings, 
after  that  three-fiftha  had  been  swept  away,  flgured  out  a  percentage  on  the  inresti- 
ment,  a«  shown  la  the  report,  of  less  than  10  per  cent  per  year.     Is  that  oleart 

Q.  No,  it  U  not;  because  I  do  not  now  anderstand  whnther  you  mean  that  afMr 
obargtng  off  the  eiipi'Dfte  of  this  new  iustallatioii  the  ooDpuuy  was  able  to  make  a 
little  less  than  a  dividend  of  10  per  cunt.— A.  I  am  speakiDg  of  the  period  prior  to 
1888-  Any  money  that  the  company  laid  ont  in  the  way  uf  the  investineDt  alter  that 
date  has  no  oonnection  with  the  figure  that  I  nm  tatkiaz  about. 

Q.  (Bj  Mr.  C.  J.  Uarris.)  Why  .To  yon  not  put  it  in  this  wayf  I  nnderstand  that 
the  company  wonld  have  paid  leas  Uiau  10  per  cunt  with  a  proper  dednctloit  for 
depreciation  which  has  to  be  taken  into  account. — A.  That  is  exactly  the  idea. 

Q.  (By  Mr.  Litchman.)  It  was  not  clear  to  me  whether  you  meant  that  the  cost 
of  the  abandonment  came  ont  of  this  little  less  than  10  per  cent  earnings,  or  whether 
it  waa  paid  oat  of  the  sni'plna  that  had  been  accumulated  previously  and  held  for 

JoSBJbl;  just  such  contingencies. — A.  That  is  it;  that  is  exactly  the  ease;  bnt  the 
itare  or  sabeeqnent  investment  does  not  figure  in  that  at  all. 

H.  Well,  tliat  would  c«me  out  of  your  coat  of  oonBtruction,  would  it  not — your 
new  systenit — A.  The  aabseqaent  investment  waa  made  throngh  funds  raised  in 
other  ways. 

Q.  I  nnderstaad.  And  the  fbnds  raised  in  other  ways  camo  either  through  the  issue 
of  interest-bearing  bonds,  which  had  to  be  paid.orthroaeh  stock  that  waa  added  t — 
A.  Quite  so ;  and  I  am  coming  to  that  period.  I  am  dealing  now  with  the  period  np 
to  1888. 

Q.  The  cost  of  the  abandonmeoC  of  the  old  plant  up  to  1S88  waa  compensated  to 
the  comnany  out  of  the  reserve  or  accumulated  earnings.  Is  that  a  fair  abatement  f — 
A.  The  legislative  committee  ao  reported,  that  committee  made  a  ver^  exhaust- 
ive report  of  conditions  all  over  the  State  of  l^w  York:  and  I  may  say  in  paaaing 
that  it  reported  aa  to  every  place  except  Troy  (aud  in  Troy  it  found  aome  onuau^ 
cunditious)  that  no  telephone  company  had  made  unusual  profits,  and  that  aome  of 
them  had  ioat  money.    It  also  reported  that  nowhere  in  the  State  had  it  found  that 

'-'0  salaries  were  paid  to  offlcera. 

"  ~;uring  that  did  the  legislative  committee  take  up  the  qaeation  of  capitali- 
iOt  me  go  further  and  suggest  this  thought;  lithe  capitalization,  let  na 
say,  woi-e  $5,000,000  on  a  certain  plant,  and  the  diviiiend  earned  waa  10  per  cent,  it 
wouidseemafairdividond;  but  ir  there  naaanovercapitalizationuf  $2,500,000,  then 
the  real  earning  would  be  20  per  cent. — A.  Well,  I  take  it  that  the  legislative  com- 
mittee, being  made  up  of  competent  men,  if  it  had  found  what  it  believed  to  be  an 
overcapitalization,  would  not  have  made  the  report  in  those  general  terms,  because 
it  could  not  say,  under  the  conditions  that  you  refer  to,  that  exorbitant  eaminga 
hod  not  been  made.  I  would  say,  as  to  the  New  York  company,  that  the  oommitte<?B 
t  did  take  Into  consideration  the  investment  mode. 

a  New  York  company  paid  no  dividends  from  1888  to  1896.  Since  1896  it  has 
paid  6  per  cent  per  annum,  A  far  more  significant  figure  than  that  is  the  percentage 
of  expenses  to  earnings.  The  percentage  of  expenaea  to  eoruiuKS  for  some  time  has 
been  about  65  to  67  per  cent ;  duiing  the  flrat  1  months  of  thia  yi^ar  the  actual  figure 
wus  65.3  per  cent.  Thia  percentage  indicatea  only  conservative  managemeut. 
Any  larger  percentagfe  would  be  unsafe,  and  it  would  not  be  poaaible,  with  a  macti 
larger  percentage,  to  get  capital  to  make  exteusiona  to  meet  the  public  demands. 
1  think  that  doea  not  require  any  particular  ^ciiment. 

Now,  1  pass  to  the  question  uf  wagea,  which  I  wish  to  apeak  of  briefly.  The  Xew 
York  company  haa  in  New  York  City  3,615  employees,  or  approximately  that  number, 
at  the  present  time.  The  pay  roll  of  the  company  for  its  New  York  force  amounts  to 
more  than  $40,000  a  week,  eKclusive  of  officera'  aalariea.  When  Profeaaur  Paraons, 
whoae  testimouy  I  have  read,  waa  teatifyiug  before  thia  oommlssion,  he  said  when 
be  came  to  this  point  that  abominably  low  wagea  were  paid  to  telephone  operators 
und  that  iu  thia  country  they  wore  little,  if  any,  greater  than  iu  Europe.  Now,  on 
the  contrary,  the  New  York  Teluphone  Coiupanv  pays  very  liberal  wagea.  The  hours 
are  reasuiiable,  and  the.  couditiouB  with  which  it  surrnnndB  its  employees  are  the 
beat,  I  believe,  that  any  telephone  operators  in  the  whole  world  eujoy.  The  com- 
pany baa  made  n  point  of  getting  employees  of  a  high  character,  und  to  that  end  has 
adopted  a  high  scale  of  wages  and  in  e\'cry  way  bus  sought  to  make  ite  service 
attractive.  It  goes  to  a  very  large  expense  iu  providing  retiring  rooms,  fitting 
them  up  properly  for  the  comfort  ofopera  tors  when  they  are  offduty,  reading  rooms, 
locker  rooms,  and  resting  rooms,  where,  if  a  girl  is  tired,  she  may  lie  down  and  rest 
for  a  time;  and  dining  rooms,  where  the  company  fnrnishes  tea.  roITcOj  and  milk 
without  charge.     A  short  time  ago  Mr.  Lockwood  Kipling,  the  English  anstt,  father 
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of  Budyard  KtpHng,  was  id  New  York  and  cune  to  look  over  tho  telephooe  ofBe« 
BB  a  place  or  );eDeral  iatorest.  He  went  nil  throagb  it,  saw  the  glrli  at  work,  and 
made  remarks  ud  the  provUiotia  for  ventilation  and  for  tbe  comfort  of  the  girls 
whan  iLt  work.  Then  he  went  tliniuKh  the  operatort'  iiuartera,  whiob  bave  been  pro- 
vided for  their  oca  Li  pane  J  when  olf  dnty.  Of  coorae,  he  also  took  on  interest  in  the 
mechaaioal  contrivances.  He  said,  "1  wiah  1  coald  niulerstand  the  whole  thing, 
but  I  do  not.  But  what  I  admire  most  is  the  hnmane  way  in  which  yon  treat  yonr 
employeea." 

Q.  (By  Mr,  Litchman.)  You  say  that  the  wages  are  MO.OOO  a  weekt— A.  Tho 
wages  are  more  than  $40,000  a  week. 

Q.  How  inaiiy  operatives  or  amployecB  does  that  covert — A.  That  covers,  <M  1  say, 
alrant  3,6]5.  1  can  not  give  you  the  exact  number  of  males  and  females,  reapeotively, 
but  I  will  do  that  if  you  would  like  to  have  it. 

Q.  That  upproxiniaMs  4!i2  a  week  on  bd  averageT— A.  Yea;  I  have  not  figured  it 

Q.  Not  r|Qitc  $12  a  weekf— A.  I  wonld  say,  however,  that  the  Ifew  York  wagM 
are  ^om  50  to  150  per  cent  higher  than  the  London  wages,  and  the  average  is  abont 
double,  and  that  New  York  wagi's  are  verj  oiateriatly  higher  thau  continental 
wages.  Trained  operators  in  Europe  get  from  abont  92  to  $6  a  week.  The  trained 
operator  in  New  York  ia  paid  from  $8  to  $12  a  week.  When  a  girl  ia  Krst  employed 
she  aervea  a  period  of  a)i;icenticenhip,  learnlug  the  basiiiess,  and  we  pay  her  a 
nominal  aiim — about  $3  n  week  while  she  is  learn  in);  As  soon  as  she  ia  able  to  go  to 
work  she  ia  advanced,  and  again  when  she  is  able  to  oconpy  a  position  at  the  board, 
when  skilled,  the  [)ay  is  from  $8  to  $12  per  week.  There  are  female  employees  in  the 
switch  rooms  getting  tl5  or  SIT  a  week,  wages  anch  m  are  paid  nowhere  in  the 
European  cooutries.  For  linemen,  wiremen,  jnspectora,  and  mechanics  generally 
the  European  average  is  abont  S6  a  week,  possibly  a  little  higher,  but  not  much.  Id 
New  York  similar  grades  arc  paid  iVom  $12  to  ^1  a  week. 

Q.  (By  Mr.  KBNNKny.)  You  say  in  Europe.  NoWj  you  are  making  a  comparison 
of  £urupe  with  New  Yorkf^A.  01'  Kuroiwau  coQ.ditionB  in  particular. 

Q,  Are  yon  picking  out  the  greiW  cities  in  Europe  to  make  that  comparison,  or  is 
it  all  over  Europet — A.  1  am  giving  wagea  paid  in  Enropean  citiee. 

Q.  (By  Mr.  b'AKQUiiAR,)  Dues  the  wage  question  enter  into  the  details  yon  have 
for  European  countries! — A.  Yea. 

Q.  Each  country  aeparatelyl — A.  Yea, 

Q.  When  you  speak  of  this  general  average,  how  high  a  claas  of  service  cornea  into 
that — clerka  anil  sal  ariedofflcers,  or  are  you  speaking  only  of  operatives  and  employees 
pi'operl — A.  I  am  speaking  now  of  the  operators,  linemen,  wiremen,  and  mechanics 
generally.  Foremen  are  paid  from  $Tto  $9  in  Europe;  in  New  York,  from  318  to  $35 
a  week.  Now,  in  the  higher  grades  the  diUerences  are  even  greater  than  these.  Ad 
exchange  manager  in  New  York  ia  paid  aa  high  as  perhaps  the  htglieflt  ontcineBring 
ofHcer  in  some  of  the  European  telephone  systems.  The  hours  of  labor  for  men  are 
8  hours  a  day  in  New  York ;  in  Europe  you  will  And  that  10  hours  generally  oonati- 
tutea  a  day'a  work.  Taking  the  employees  as  a  whole,  some  work  7  honm,  some  9, 
but  the  great  body  of  the  employees  work  8  hours  a  day. 

Q.  (By  Mr,  Litchman.)  1>o  the  girls  at  the  boards  work  8  hours  a  day? — A,  The 
girls  at  the  boards  have  variouH  sbifts.  The  service  is  maintained  at  all  hours,  Sun- 
days and  holidays,  all  the  year  round.  One  of  our  rules  is  that  tlie  opp rata r  who 
works  on  Sunday  shall  have  a  duv  of  mat,  with  pay,  in  lieu  of  the  Sunday  on  whioh 
she  works,  in  order  that  she  may  have  at  least  52  days  of  rest  during  the  year,  etola- 
aive  of  her  vacation. 

Q.  (By  Mr.  Litchman.)  Now,  that  brings  np  another  point.     Is  your  weekly  oom- 

Sutation  on  the  basis  of  6  days  a  week  or  is  it  on  a  l>asisof  71 — A.  There  in  extra  pay 
>r  Sunday  and  overtime.  Our  men  are  all  paid  extra  for  overtime,  A  man  work- 
ing over  8  hours  a  day  );ets  extra.  It  iit  regular  time,  aud  time  and  a  half  time  nnder 
dinerent  conditions. 

Q.  la  it  true  that  you  run  the  awitchboarda  on  aubstantially  3  shiflaadny  of  8 
honra  eacht — A.  Well,  that  is  not  quite  true, 

Q.  One  will  lap  over  another,  I  presume,  bo  that  the  work  continnesT — A.  Yea; 
the  work  is  routinuous,  but  there  are  not  '3  regular  ahifts. 

ij.  I  understand  that;  1  understand  what  you  have  in  mind. — A.  There  ia  a  night 
force  and  a  day  force,  aud  the  atrauRementa  are  such  that  operators  going  on  early 
in  the  mominf;  go  off  early  in  the  afterniKin,  and  those  going  on  later  in  the  mom- 
lug  remain  later  in  the  afl<-moan.  They  have  an  hour  at  noon,  ^ind  there  are  2  reet 
periods — one  in  the  morning,  tho  other  in  the  afternoon.  The  actual  employment 
ranges  ftoni  8  to  81  hours  a  ilay. 

Q.  When  doeeyour  day  shift  comeonl — A.  The  telephone  traffic  is peoalia 


very  light  during  the  uight.  In  the  early  houcaof  themoTDingitdoes  not  amount  to 
mnch|Tint  at  10  o'clock  or  11  o'clock  it  goes  np  with  a  boDud.  It  goea  down  again 
at  noon,  during  the  Innch  hour,  when  people  leave  their  boeloeas  puo^  for  a  time, 
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Mid  then  again  in  the  afternoon  at  2  or  3  o'clock  it  goM  np  to  a  very  high  pitch,  and 
ofl'  again  toirard.  evsninK-  We  must  have  more  operatore  ou  dut;  during;  the  Iiasj 
honra  than  during  the  slack  hours ;  and  tlieae  tiicts  are  taken  into  aocount  by  the 
maoafi^rB  who  regulate  the  hours  of  operaton. 

During  my  coiineotioa  with  tlie  companv  we  never  have  bad  a  strike  or  a  labor 
trouble  of  any  sort  that  I  am  aware  of.  We  endeavor  to  anticipate  every  demand 
that  might  reasonably  be  made,  anil  as  a  result  we  have  never  had  a  grievance  pre- 
Beiited  ^m  any  body  of  employees.  On  a  few  occasions  some  of  onrmen  have,  in  ■ 
proper  way,  presented  some  lequeet  or  other,  and  we  have,  on  looking  into  the  mat- 
ter, considered  it  proper  to  grant  tbe  request.  No  one,  when  once  employed  by  m, 
can  be  diamiteed  ex<^ept  for  canee,  and  then  only  with  the  approval  of  an  officer  of 
the  company. 

Q.  Now,  one  qiiestiou  further  in  relation  to  the  effect  of  the  work  upon  the  glrla — 
that  is,  upon  their  nervous  system.  Have  you  noticed  any  effect  of  that  kindl — A. 
Wo  have  very  few  resignations,  except  when  a  girl  gets  married  or  get*  a  better 
position.  By  better  positions  i  meanthat,  througb  tbebnilding  np  of  private  branch 
exchange  systems,  which  I  have  spokeu  of,  a  demand  for  a  high  class  of  telephone 
operatives  has  been  oreatediu  New  York.  In  one  of  onr  exchange  dlstriots— nearest 
the  Battery— there  are  more  skilled  telupbone  operators  getting  good  solariee  with 
bUHineSB  houses  on  private  branch  exchanges  than  there  are  in  the  central  ofllce.  A 
new  demand  for  labor  has  bet^n  created.  It  is  well  paid  and  well  treated.  That  baa 
made  a  great  draft  upon  onr  operating  force. 

Answering  yonr  point  more  directly,  I  may  say  that  a  short  time  ago,  during  one 
of  thcee  epidemic  scares,  the  board  of  health  of  New  York  sent  an  inspector  to  look 
through  the  various  central  oQloei  to  see  the  conditions  under  which  the  operatives 
worked  and  examine  the  girls  physically,  in  order  that  theremight  be  no  danger  of 
a  spread  of  contagious  disease  should  one  develop.  He  reported  officially  that  he 
foand  all  the  conditions  under  which  the  operators  worked  most  excellent,  and  that 
he  found  no  ill  bealtli  among  any  of  the  operators. 

I  was  speaking  of  the  causes  of  such  popular  dissatiitf action  witb  telephone  mat- 
ters as  eilsts,  and  referred  to  misinformation  about  rates  and  conditions  in  fbr- 
eJgii  oouutrieB  as  one  snch  cause.  There  are  many  oLviuna  difflcoJties  In  the  way 
of  making  fair  comparisons.  Perhaps  the  most  misleading  praottce —unfortunately 
a  very  common  practice — is  that  of  comparing  the  respective  conditions  and  rates 
in  places  widely  differing  in  sixe.  We  need  not  consider  the  proposition,  as  it  is 
fteiguently  stated,  that  in  rendering  telephone  service  the  cost  per  station  increases 
as  the  nnmber  of  stations  increases.  Stated  iu  that  way,  tbe  proposition  Is  a  very 
difflcutt  one.  \Vb:it  we  really  should  consider  may  more  properly  be  stated  in  this 
way;  The  amount  to  be  paid  per  year  or  month  by  a  telephone  aabscriber  in  a  large 
city  shonld  properly  be  more  than  that  to  bo  paid  by  the  subscriber  in  a  small  town. 
This  is  partionlarjy  true  when  the  station  is  taken  as  the  unit  of  charge,  and  the 
correctness  of  the  proposition  is  very  generally  accepted. 

The  almost  nniversal  practice  by  private  companies  and  governments,  exoept 
Switzerland  and  Sweden,  is  to  charge  more  for  telephone  service  in  a  large  town 
than  in  a  small  one.  It  is  practiced  everywhere  thronghoiit  the  United  States, 
England,  France,  Belgium,  Anstrio-Hungary,  Germany,  and  elsewhere.  AH  pro- 
posed legislation  on  telephone  matters,  so  far  as  1  know,  has  been  framed  in  recog- 
nition of  the  principle.  Tbe  Qerman  parliamentary  report  contains  an  indorsement 
of  the  correctness  of  this  principle.  There  is  an  indorscmeot  of  it  in  tbe  Amster- 
dam report,  whoro  tbe  municipality  conducts  tbe  enterprise.  This  custom  is  also 
folo wed  generally  in  tbe  United  States.  It  is  not  followed  in  Switzerland  and  in 
Sweden  for  special  reasons.  In  Sweden  thu  Qovemment  charges  even  a  lower  rate 
ID  a  large  town  than  in  a  small  one,  because  it  is  in  ooiupetition  In  the  large  town 
with  n  private  undertaking,  and  it  is  not  in  competition  iu  the  smaller  places.  In 
Switzerland,  where  there  are  few  targe  cities,  tbe  entire  state  is  trealied  practically 
aa  one  exchange  system,  with  a  uniform  rate  throughout. 

Trondjhem,  a  little  town  awuy  up  in  Norway,  was  referred  to  in  testimony  given 
before  this  commiHsion  as  being  a  remarkable  instance  of  the  results  of  cooperative 
or  miinioipal  telephone  management.  The  Trondjhem  system  is  at  preeentowned 
by  the  Norwegian  Ooverument  and  shows  a  very  slow  development,  mnch  inferior 
to  that  of  many  places  of  similar  size  in  this  country.  Trondjhem  hoe  a  population 
of  30,000  null  at  tbe  Urst  of  this  year  hail  only  1,175  telephone  stations,  the  gain  dnr> 
ing  the  last  year  being  75  telephone  stations,  or  6.8  per  cent.  On  either  side  of 
the  American  continent  you  can  Hnd  places  mui^h  sinaller  than  Trondjhem  and 
places  that  arc  aboat  the  same  size  where  the  telephone  development  is  very  much 
greater  and  tbe  increase  in  the  nse  of  the  teleplione  very  much  more  rapid.  I  ^all 
only  mention  one  In  wy  own  territory.  Take  tbe  town  of  Larohmont.  We  have 
per  100  inhabitants  18  telephones,  against  Trondjhem's  3.S.  We  have  in  Spokane, 
Fresno,  and  San  Jose,  on  the  Pacific  coast,  redpeattvely,  10.9,  13.4,  and  13.6  per 
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cent,  kfc^nat  TrondJhom'B  3.8;  no  that  U  is  not  neoesssry  to  go  to  NorvBj  to  find 
illuBtiatious  of  large  development  jn  Hmall  places. 

Another  thin){  1  think  I  ought  to  refer  to  in  this  connaotioa:  The  rate  of  the 
ezpanae  of  operating  a  certain  telephone  aystem  in  the  Interior  Department  waa 
Bpoken  of  Ijel'ore  this  commission.  Now,  in  connection  with  the  legislative  work  at 
JUbany,  which  I  spoke  of  a  few  minutes  a^o,  I  hnd  ocoaaion  to  look  into  that  Interior 
Department  service  at  one  time.  I  found  tbat  the  svstem  waa  oonliued  to  a  few 
bnildinga,  tliose  occupied  b;  the  Interior  Department  and  its  bratichea,  all  near 
tof;ether  and  connected  with  a  very  few  wires — a  very  cheap  system.  The  Govern- 
ment, however,  invested,  as  I  remember  it,  36,000  in  that  plant.  The  witneaa  stuted 
that  the  Department  substituted  its  own  for  65  Bell  telephones  previonsly  nsed,  and 
that  the  Department  had  been  payin;;  S600  a  year  to  an  operator.  After  the  ohonge 
be  says  the  operating  cost  was  |6.43  per  station,  a  total  of  $417.95,  and  that  the  total 
coat,  including  interest,  depreciation,  and  repairs,  was  C10.25per  station ;  that  is, 
f248.30  for  interest,  depreciation,  and  repairs.  The  investment  being  $6,000,  intereat 
oloue  at  4  per  cent  would  amount  to  $240  per  year,  leaving  $8.30  fur  dHpreciation 
and  repairs.  As  to  depreciation,  I  shall  show  in  a  moment  bow  short  lived  the  bjb- 
tem  was.  As  to  repairs,  I  think  it  iierfeotly  safe  to  say  that  the  servicea  of  one  nuut 
were  engaged  almost  exclnsively  in  trying  to  keep  the  plant  in  repair.  Bnt  why  go 
fiirth«r  in  this  analysis  f  The  figures  appear  to  be  ridloulous,  but  should  we  accept 
them  as  correct,  what  then  t  In  New  York  wo  have  interior  systems  which  we  fnr- 
nish  and  maintain  for  rates  ranging  from  $6  to  Sl'2  a  year  per  station,  the  subscriber 
paying  the  cost  of  installing  the  necessary  wires  on  his  premises.  The  operator  or 
clerk  who  attends  to  the  switching  is  the  snbsoriber's  employee,  but  that  item  of 
expense  is  more  than  offset  by  the  salary  of  the  repair  man  in  the  Interior  Depart- 
ment cose.  On  the  question  of  depreciation  it  is  proper  to  ask,  What  became  of  the 
Interior  Department  system  1  In  ofQcial  reports,  which  are  open  to  anyone's  inspeo- 
tion,  it  was  declared  that  during  the  2  years  it  was  tried  not  1  day — that  is  tlie  way 
the  officer  pat  it — nut  1  day  was  the  service  satisfactory;  and  be  declared  that 
after  2  years'  trial  it  was  worse  than  the  old  messenger  system  which  tlioy  bad  pre- 
Tiously  had  for  communication  between  the  Departments,  ami  recomnnnded  that 
nnlesB  it  could  be  jmt  in  fimt-cloas  condition  it  be  abandoned ;  and  it  was  abandoned. 

KnnimiDg  up  his  teHtimony  od  this  ]>oiut,  the  witness  said:  "About  $10  for  what 
need  to  cost  STS  noder  the  old  Bell  i^ime,  the  cost  nnder  private  ownership  bulug 
sevenfold  more  than  under  public  ownership."  Yon  will  uutu  that  he  says  "  wbat 
used  to  coNt,"  notwithstanding  the  f^t  that  in  one  case  lie  deals  with  a  biubII,  com- 
pact, and  inefficient  system,  aud  in  the  other  ivith  a  tt^lephone  aeivicn  oztendtDg 
over  tliis  entire  "city  of  magnificent  distances."  It  seems  hardly  possible  that  one 
who  holds  the  views  respecting  the  dilTen'uce  between  the  costs  of  furnishing  tele- 

thone  service  in  large  aud  small  places  could  be  bo  misled  as  to  make  these  Msertiona 
1  a  serious  diHcnssloo.  If  a  student  of  these  ciuestions  is  so  misled,  what  nay  we 
expect  from  the  ordinary  laymanf 

I  shall  pass  on  without  attumpting  to  demonstrate  why  the  rate  in  a  large  city 
Bhoul<l  be  greater  than  in  a  small  city,  because  of  the  almost  univenuU  aooeptaooo 
of  the  proposilioD,  unices  it  lo  desired  that  I  do  bo.  Hurli  hi  formation  on  the  point, 
I  may  hbv,  will  come  on t  iooiden tally  in  the  extracts  from  parliamentary  reporteand 
papers  of  that  kind  in  connection  with  my  statement  on  Kuropean  conditions. 

Q.  (By  Mr.  KxNNKi>r.)  Have  yon  any  ofBcJalcorrespondenccfromthe  Department 
covering  that  point  T— A.  I  will  give  yon  theofflctal  papers  coveriug  this  point.  {See 
E>:hibit  A  at  end  of  testimony.) 

Now,  just  a  word  abont  the  character  ol'the  service  luriiiahsd  in  New  York.  It  la 
possible  for  the  seri'ice  in  a,  given  iiroa  tu  be  cheai>  at  $150  and  dear  at  $60,  uccord- 
ing  to  the  character  of  the  servir'e  furuishi-d.  I  have  alreaily  explained  the  policy 
of  tho  New  York  company  with  respect  to  the  introduction  of  improvements.  'Ilie 
plant  ismointeined  at  all  times  so  that  the  service  is  absolutely  permanent  and  reli- 
able. We  have  a  method  of  testing  Ihe  rapidity  uf  operatin>r,  under  which  cer- 
tain teste  are  made,  without  tbo  operator's  kmnvicdco,  of  the  time  taken  between 
tho  sabscribcr's  signal  ami  tbeanswei  of  the  opemtor,  and  the  other  poriodaof  time 
through  tlie  entire  ccmverMation  or  throuEb  tie  entire  luessagr.  Now,  for  the  last 
3  or  1  years,  those  tests  have  shown  that  the  average  time  elapsing  between  the  giv- 
inj;  of  the  Siibscrlber'B  sigual  and  the  answer  averages,  from  month  to  month,  from 
3  to  6  seconds.  In  only  one  caso  during  the  lost  year  and  a  half  did  the  average  go 
over  6  seconds,  and  it  was  then  loss  tunn  5.5,  This,  1  think,  shows  a  rapidity  of 
operation  that  should  be,  and  J  believe  is,  entirely  satisfactory  to  the  New^ork 

Sinblic.  There  are  exceptions,  of  oourso,  btit,  in  the  main,  service  is  entirely  satis- 
octery  on  that  point.  Hr.  Cedergrou,  tbe  niauager  of  the  titnckbulm  company,  who 
has  succeeded  in  outstripping  the  Ciovernment  In  his  competition  with  it,  oocoaion- 
ally  comes  to  New  York,  and  he  bos  on  more  than  one  oocosion  given  the  New  York 
service  the  highest  of  praise.  Mr.  Martin,  a  very  competent  expert,  and  editor  of 
The  Electrical  World  and  £nglneer,  recently,  in  one  of  his  editorial  artioles,  com- 


U.    N.    BETHELL: — THE   TELEPHONE    BU9INE88.  787 

pared  th«  New  York  and  Entopenn  service,  and  sliowcd  thai  tbe  New  York  serrice 
was  far  superior  to  that  wbicJi  he  bail  foond  aaywhere  in  Enrope.  Nuw,  lamMi; 
Earopesn  cities  tbe  gronndeil  oircaita  are  still  ia  use.  That  Las  a  eraat  effect 
Dpon  service ;  and  tbe  service  is  so  faalty  nud  unreliable  tbroiigb  lack  of  discipline 
that  it  is  not  relied  upon  except  in  minor  luatten.  Iwill  eay  that  inaome  of  theee 
cases,  as  I  shall  point  out,  the  inferior  service  is  perhaps  not  so  mnrh  tbe  fault 
of  the  monagemeat— as  in  London  or  Glasgow,  for  example— as  it  ia  tbe  result  of 
municipal  interference.  Take  London,  fur  luatance.  Tbe  company  lias  oought 
for  a  great  many  years  to  put  fte  wires  iindorground,  because  thi!re  baa  come  to  be 
suoh  amultitndeof  wires  that  it  can  not  properly  takitcareof  the  Hervice  with  over- 
licnd  lines,  lint  they  have  to  (le:il  with  i'2  veetriee  there.  One  veatry  will  permit 
them  to  go  nndereroiind  and  porhajie  the  next  odjoiuing  one  will  refuse  permission 
to  go  nndergroiind,  and  so  llicy  have  nu  coiupreheusive  system  at  all ;  and  it  is  part 
nndergroand  and  pact  overhead;  and  tbe  service  is  oonaeqnently  admittedly  very 
bad. 

In  comparing  New  York  oonditioos  witli  Kuropenn  oonditions,  you  mnst  also  eon- 
aider  whether  tho  aorvioe  is  self-Bustaining  or  not,  and  you  must  consider  the  rotative 
purchasing  power  of  money,  the  varying  uuuditions  of  living  and  wages.  In  many 
of  the  KDvernmentul  systems  they  pay  nothing  for  rights  of  way.  No  reuM  are 
ebargeil  up  against  tho  telephone  service,  and  in  I'aris  the  entire  oable  system  is  iii 
the  sewers,  for  which  no  charge  is  made.  As  1  have  already  pointed  out,  a  flat  rate 
1b  ftirly  comparable,  even  when  all  other  conditions  are  tbe  same,  only  with  tho 
average  rate,  when  you  have  a  lint  rate  in  one  place  and  a  message  rate  or  gradnated 
aeale  in  another  place.  Thus  it  will  be  seen  that  because  of  the  complexity  of  the 
matter  and  the  great  dltFerences  obtaining  l>ctween  dilfcreut  places  the  greatest 
caution  is  necessary  In  making  comparisons.  There  is  no  common  factor — no 
eommon  denominator— to  make  uie  problem  simple  or  easy  of  solution. 

(j.  (lly  Hr.  LiTCHMAN.)  I  would  like  to  ask  you  if  yon  have  any  data  coreiing 
any  city  now  where  there  nre  rival  eicbaugos,  and  can  give  a  comparieoD  with  the 
~ '  -  ubarged  by  tUo  IMl  Telephone  Company  before,  and  the  rate  charged  after  the 


establishment  of  the  rival  telo|ibone  company  t — A.  In  my  own  territory  vre  bavehad 
opposition  in  3  or  1  towns  of  considerable  sixe.  lliere  lion  been  no  opposition  in 
New  York  City ;  but  in  tbe  eabnrban  towns  thfre  has  been  opposition.     We  operate 


towns  outside  of  New  York,  and  there  has  been  opposition  in  4  of  them, 
have  not  put,  in  those  places  where  there  is  opposition,  any  rihtea  or  given  any  serv- 
ice that  we  have  not  given  to  every  other  town  of  like  sise  and  otronmstanoea  in  tbe 
territory,  and  oar  systems  have  grown  and  practically  wiped  out  the  opposition  sys- 
tems in  each  of  the  towns  referred  to. 

Q.  (By  Mr.  Fariiuhab.)  What  towns  do  yim  rofertof— A.  I  refer  to  Monnl  Ver- 
non, New  Rocbelle,  Sing  Sing,  and  Nj ack. 

Q.  (liy  Mr.  C.  J.  Hasrih.)  You  say  yon  bave  done  tbls  without  putting  down  the 
rales  and  cutting  as  agoinst  these  other  companies  T— A.  We  have  never  introdnc«d 
in  any  of  those  places  a  rato  that  we  have  not  given  to  the  whole  territory  nnder 
like  oircumstancee. 

Now,  in  speaking  of  F.nropean  conditions,  to  avoid  confusion,  I  aball  expresa  all 
money  valnoa  in  American  equivalents,  because  there  are  ao  many  differing  values  In 
eoins  that  it  would  bo  very  difBonlt  to  follow ;  and  in  mentioning  the  popnlationa 
of  various  places  1  shall  make  my  statemontn  in  even  thonaauda.  Perhaps  I  onght 
to  say  one  word  abont  tbe  aonrcca  of  my  information.     I  have  twice  viaited  Eozope 

Siersonally  for  the  imi-puae  of  looking  into  tbo  telephone  conditions  there,  and  in  tti« 
iJlof  m99I  visiCadtbe  countries  of  France.  BelEiiini,  Switzerland,  AuBtria-Hungary, 
Oermany,  Holland,  Denmark,  Sweden,  and  England  and  obtained  information  from 
public  docnmente  and  reliable  icurres  on  the  ground.  Statistics  for  the  first  of 
this  year  have  been  obtained  from  offlc:ial  sources  by  correspun deuce.  I  shall  not 
make  any  statomeuta  of  fact,  at  least  I  sbalt  try  not  to  make  any  statements  of  fao^ 
that  are  lioHcd  on  private  information.  Everything  is  based  on  pnblic  docnmeuta, 
information  that  ia  Available  and  open  to  anyone,  or  on  personal  observation. 

Now,  OS  to  France.  A  company  operated  the  telephone  industry  in  France  until 
1889,  and  since  that  time  it  has  been  a  Govnmment  monopoly.  The  development  is 
practically  nothing  outside  uf  Paris,  and  there  are  more  telopiiones  in  New  York 
than  in  the  whole  of  France.  At  the  beginning  of  1901  the  popnlutlon  of  Paris  was 
2,636,000,  with  33,000  telephones,  about  50  per  cent  of  the  total  in  France.  Only  4 
other  cities  bod  more  than  1,000  stations,  lu  montiouing  thcao  I  shall  compare  them 
as  I  pass  along  with  an  American  city,  so  that  yon  can  aee  tbe  relative  development 
in  the  two  conntri^s.  Lyons,  population,  466,000;  telephones,  2,207.  Cleveland, 
population,  285,000;  tolephonea,  K,492.  Marseilles, population,  442,000;  telephones, 
2,lBl,  Cincinnati,  population,  325,000;  tolaphones,  !l,142.  Bordeaux,  population, 
256,000;  tolephone8,2,009.  Milwaukee, popnlntion,  285,000 ;  tolephonefl,  8,492.  Lille, 
population,  216,000;  telephones,  1,061.     Louisville,  population,  204,000;  teleplloiiM, 
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There  is  a  very  large  development  relatively  iu  Paris  nliich  is  due,  in  a  mat 
measure,  to  the  iuferioritj  in  otiier  means  of  noniiiiniiicatioii.  The  rates  are  not  rel- 
atively low.  Tlie  PnriB  system  is  tecbaically  Tar  behind  thn  timee.  There  are  a  few 
modem  appliances,  but  niacli  of  the  old  apparatus  used  hy  the  conipauy  before  the 
Government  took  hold  of  the  husiness  is  still  in  service.  Of  places  where  the  tele- 
phone is  nnder  Govemment  control  it  is  fairto  say  that,  exceptpoMihly  in  Belgium, 
one  can  not  find  a  less  effleient  service  in  any  large  European  city  tlian  is  fonnd  in  ralia. 
The  fact  that  the  snbscriber  bnys  his  oivn  instrument,  and  that  the  Governmeiit  has 
approved  500  types  of  instruments,  from  which  thesabsoriber  may  select  any  one,  w 
givesomeindlcationnftbepoBSibleoharacter  of  the  service.  There  isaverylaxdisi 
pline  because  of  the  employees  all  being  civil-servif  '  '""         ' 

maintaining  discipline  is  to  go  through  a  veiy  todioi  ^  . 

venta  the  heads  of  the  departments  ftom  taking  any  action  whatever.  The  provin- 
oial  couditioaB  ontxide  of  Paris,  technically  speaking,  are  much  worse,  even,  than 
in  I'arla,  As  to  rates:  In  Paris  the  company  cbarged  (120  a  year:  the  GovemuieDt 
has  charged  and  now  chargjesa  flat  rate,  business  and  residence  alike,  of  (80  a  year. 
The  rate  will  be  reduced  in  1902,  in  accordance  with  a  law  recently  pasMxl,  to  $G0  a 
year,  if  the  requisite  plant  can  be  provided  by  that  time.  I  refer  to  this  because  it 
IB  aireody  annonnoed  in  many  quarters  that  a  reduction  to  $60  has  already  been 
made.  The  subecriber  bears  the  cost  of  the  instrument,  plus  a  part  of  the  cort 
of  the  line,  because,  iu  Paris,  the  subscriber  mnst  pay  for  the  line  from  the  under- 
ground cable,  which  is  in  the  sewer,  to  the  station ;  and,  if  he  is  beyond  the  forti- 
fications, he  must  pay  for  the  whole  cost  of  construction  beyoud  that  point.  In 
towna  outside  of  Paris  the  rates  range  from  (30  to  $60.  But  I  shall  offer  nothing  to 
show  that  those  rates  are  considered  high,  considering  the  purchasing  power  of 
mouOT  in  those  places  and  the  character  of  the  service  furnished,  except  the  flfroTM 
that  I  have  already  referred  to,  showing  the  abnoiute  lack  of  development  in  uiose 
parts.  In  Paris  Go  vemmentbnildings  are  occnpiiid  by  the  telephone  administration, 
and  so  far  as  the  published  accounts  show  no  rents  are  charged  for  that  occnpancy. 
They  pay  nothing  for  riglits  of  way,  because  thi'ir  lines  are  in  tlie  seweni;  and, 
for  the  same  reason ,  th»y  are  free  ft-oni  tfae  cost  of  subways,  which,  in  almost  all 
other  large  cities,  is  a  very  heavy  expense.  Tbcir  cables  are  all  laid  in  trenobM 
right  In  the  sewen.  The  men  draw  them  down  through,  carry  them,  and  nloce  them 
in  the  trouchoa,  and  they  can  do  it  very  qnickiy  and  very  easily  and  very  oheaply. 

As  to  wages  iu  France,  The  operatore  get  about  $6  a  week,  and  the  linemen  aud 
mecbanicH  $7.20  to  $8.50,  with  10  hour«  an  a  day.  They  keep  no  separate  telephone 
accounts,  so  it  is  impossible  to  say  whether  it  is  Helf-sustaining  or  not;  lint,  con- 
sidering the  low  wages  and  the  freedom  from  usual  charges,  the  Paris  rate  is 
relatively  much  higher  than  the  New  York  rate  of  $85.  And,  considering  the  extra 
charges  and  the  amount. and  character  of  the  service,  the  Paris  rate,  pins  extras, 
is  absolutely  higher  than  the  New  York  rate. 

Passing  on  to  Ilelgiuni.  The  industry  there  was  conducted  by  a  company  np  to 
1889  or  1890;  since  then  by  a  Govemment  monopoly.  The  first  of  this  year,  in  all 
ot  Belgium,  there  were  U,920  telepliones,  or  about  one-fourth  of  New  York  alone. 
In  Brussels,  with  a  population  of  B60,000  there  w era  4,525  telephones;  in  Antwerp, 
population  278,000,  there  were  2j802  telephones— about  the  most  meager  development 
in  any  Ruropean  or  American  city. 

In  general,  the  plant  which  was  installed  by  the  company  before  the  QoTeminent 
took  over  the  business  in  1890  is  still  in  use.  The  central  office  equipment  is  com- 
pletely out  of  date,  and  almost  worn  out.  They  erected  a  bnilding  at  Brussels, 
which  was  unoccupied  for  several  years,  on  account  of  delay  in  deciding  upon  what 
style  of  e<|nipiDent  to  put  in.  Single  wires  or  grounded  circuits  ore  generally  in  nse, 
althougti  work  is  underway  for  installinga  metallic  circuit.  In  general,  the  service, 
plant,  and  methods  are  one  with  those  that  were  abandoned  in  tiie  American  cities 
in  the  80s.  The  company  rates  were  adhered  to  as  to  the  grounded  circaits,  hut  the 
lattiH  wert  raised  for  metallic  service.  In  Brussels  and  Antwer]i  the  grounded  circuit 
rate  is  $50  and  the  metallic  circuit  (TO.  Elsewhere,  outside  of  the  two  cities  of 
llrusaels  and  Antwerp,  the  rates  range  from  $25  a  year  for  ground  circuit,  and  for 
tfae  inetAllic  cirouit,  (54  nn.  That  these  are  considered  high  rates  is  shown  by  the 
amonnt  of  patronage  that  has  been  developed.  Operators  ^t  from  $1.90  to  $2.77  per 
week.  They  pay  nothing  for  rights  of  wa^.  The  plant  is  starved  iind  run  down. 
Belgium  ia  a  oheap  country,  espricially  with  respect  to  labor,  as  nearly  everyone 
knows  who  has  visited  there.  In  all  the  cities  does  are  beasts  ofbardon;  in  the 
country  districts  women  till  the  fields,  nod  in  the  cities  tliey  clean  the  straeta  and 
perform  other  kinds  of  bard  Inborsnofaasin  this  country  would  nowhere  be  assigned 
to  women  to  do.  The  telephone  accounts  are  not  separately  kept  or  published ;  bat 
the  assertion  that  itpays  Its  way  would  not  besurprising.  The  rates  are,  relatively, 
kept  so  high,  and  the  systems  are  kept  so  small,  and  the  expenditure  for  their 
maintenance  and  for  farDiBhingaerrioearoso  inadequate,  that  it  would  protwbly  be 
fUr  to  assume  that  the  Qoverument  does  make  some  sort  of  a  showing  in  i^  aceoaota. 
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Bat  of  coane,  in  coneiderius'  this,  tli«  general  coDditions  of  developmeDt,  and  the 
E^ililies  afTorded  the  general  public,  ehould  he  taken  into  conHideratiun. 

Q.  (By  Mr.  Litchmak.)  Are  yon  tomparing  a  iimitcd  rate  io  ona  oouutry  with  a 
limited  rate  in  tht<  other,  or  an  iinliuiitsd  rate  in  one  roimtry  with  a  llmitBd  rule  in 
theoUierf — A.  1  am oomparing  the  unlimiCad  rate — that  is,  the  llat  rate,  wherever 
it  exists,  with  the  average  rate  where  tliere  are  rarioiiH  rates,  in  the  other  place.  I 
am  not  comparing  the  romimum  rate  where  theru  ia  a  general  suuta,  with  the  niiUm- 
iled  rate  in  &as  other  place.    I  think  that  Is  a  fair  way  of  making  the  comparisou. 

Q,  (By  Mr.  FARqUHAX.)  What  New  York  rate  are  you  takingf— A.  1  am  taking 
tbe  $86  rate.    That  is  the  average  rat«  of  all  stations  Hioepting  the  pay  stations. 

Q.  (By  Mr.  Litchmak.)  Ih  not  that  fur  all  intents  and  pnrposus  an  anlimited 
rat«T~-A.  I  ^all  discnsa  that  a  little  more  fully  when  I  come  to  Loudon,  hecause 
there  tbe  conditions  ore  mors  favorable  to  such  a  discussion. 

Q.  (By  Mr.  C.J.  Harris.)  Vou  have  just  said  tlint  in  Beltcliim  the  telephone  sys- 
tem pays  the  Government.  Do  the;  pay  fixed  charges  on  the  money  invested  and 
allow  for  depreeiatiou  and  all  that  wnun  they  say  it  pays!  Are  you  familiar  with 
thatt — A.  1  did  not  mean  to  say  that  the  Government  says  it  does  pay.  I  moaut 
to  say  that,  in  view  of  all  the  conditions,  I  should  not  dispute  a  statement  that  it 
did  pay,  although  no  such  statement  has  been  made,  because  tbey  do  not  keep 
their  occonnls  separately.  The  postal,  telegruph,  and  telephone  accounts  are  all 
merged  together,  so  that  no  one  knows  what  tbe  condnct  of  the  telephone  industry 
ooet*  them,  or  whether  or  not  tbey  make  the  allowance,  in  their  accountings,  that 
jon  inquire  about.  The  rates  are  relatively  higli,theByBteuiasuiail,  the  wag«slow, 
and  the  plants,  through  a  lack  of  raaeonable  expenditures,  are  kept  in  very  puor 
condition.     Under  tbuee  cirouiu stances  tbey  onght  to  be  able  to  show  a  profit. 

In  olosing  about  Belgium,  I  would  say  that,  as  to  the  telephone  development, 
nowhere  in  Kuropeor  America  has  privatemana^ment,  whatever  itsembarrassini^nts 
or  hardens,  made  anything  like  so  poor  a  showing  as  has  been  made  by  the  Belgian 
Oovernment. 


intry  in  1900  was  3,300,000.  Of  telephones  thero 
-  —  -  irable  to  New  York  as  to  siio  and  general 
!,  with  a  population  of  152,000,  and  it  has 
8,000  telephones.  There  were  private  companies  operatingin  some  of  tbe  large  towns 
at  first,  but  these  were  bought  out  by  the  Government,  and  there  in  now  a  Government 
monopoly  all  over  the  State.  The  rates  ore  uniform  in  the  various  parts  of  the  coun- 
try, without  any  regard  to  the  difference  in  slxe  of  places.  The  subscriber  pays  fur 
the  first  year  $20,  for  the  second  year  $14,  and  for  the  third  year  and  subsequent 
jeara  (8.  Now  those  rates  are  frequcutly  quoted  as  being  Inclusive  for  telephone 
service  in  these  Swiss  cities,  but  those  are  the  charges  only  for  the  privilege  or  hav- 
ing a  telephone,  what  you  might  call  the  charge  for  maintenance  and  keep-up,  the 
pliTilege  of  beloaging  to  the  State's  telephone  club,  so  to  speak.  But  every  time 
you  use  the  telephone  you  pay  au  Bd<litiona1  charge.  That  additional  charge  ia  1 
cent  for  local  mesMKes.  Take  400  messaftea  at  1  ceut  each  and  that  makes  $4.  That 
added  to  $20  is  $24,  which  is  the  annual  charge  during  the  first  year  for  400  messages. 
Now,  in  onr  Westchester  towns  that  I  have  spoken  of  we  have  a  rate  of  S24  fur  400 
messages,  an4  we  give  a  vastly  superior  service  to  that  furuixhed  In  these  Swiss 
towns.  That  is  nut  all,  because,  in  the  Swiss  towns,  mileage  is  charged,  and  in  tbe 
larger  cities  the  extra  charges  amount  to  as  high  osflSO. 

I  will  read  two  brief  extracts  from  a  report,  made  in  1S99,  by  the  director  of  the 
mnnicipal  telephone  system  in  Amsterdam  to  the  aldermen  of  public  works  on  a  pro- 
posed revision  of  the  telephone  tariff.     Kespectiug  the  Swiss  rates,  he  says : 

"  In  Switzerland  tbe  fixed  subsoription  after  the  first  2  years  ia,  to  be  sure,  only 
40  francs  ($8),  but  this  amount  is  charged  for  only  such  conuectiuns  as  are  situated 
within  2  kilometers'  distance  ftom  the  central  exchange.  Whereax,  for  connection 
beyond  this  distance— and  there  are  niauy  like  this  in  Switzerland— an  extra  fee  is 
charged  of  no  less  than  4.50  franca  per  100  meters.  A  subscriber,  for  instance,  who 
lesiiies  b  kilometers  distant  from  the  head  ofQce,  as  also  might  be  the  case  here  in 
this  town  (Amsterdam),  pays  in  Switzerland  a  fixed  snbscnptiou  of  40  -|-  30  X  4.50, 
or  175  ftancs  ($35)  per  year." 

Thus  far  he  is  speaking  only  of  the  ftied  subscription,  which  does  not  include  tbe 
right  to  send  a  single  message  without  additional  payment.  Ai  to  the  additional 
oharges  for  messogee,  this  Is  what  he  says ; 

"  In  the  whule  of  Switzerland  the  price  for  local  calls  is  5  centimes  (1  cent)  for  all 
mbsoribers,  no  matter  whether  they  make  much  oi-  little  use  of  their  telephone. 
""*""""""  ■"  "  r  instance,  make  10.  30  to  .'•0  local  calls  per  working  day— and 
*  "  .  ..     .  ,  -^         jji — pj^y^  there- 


790  INDUBTBIAL   C010II8fllOH:-^-TRANBPOBT AXIOM. 

fori-,  abovn  the  flxod  aniMcrlption  of  the  ttvengK  of  70  f^uiea  (tl4)  a  jt*r,  i««pee- 
tively,  150,  iM  to  750  franci  (930,  t90  to  $160)  a  year  for  their  local  calls. " 

Very  often,  tlierefnrc,  we  bareiz><nleadiDgiaroriiiation  abont  Switzerland,  liecaiuw 
we  arc;  givRn  odIt  a  part  of  the  truth  abont  those  rate*. 

In  many  Atucrfcaii  town*  aod  eitiea,  I  think,  more  and  better  aerWre  can  be  had 
for  leM  money  than  in  thcM  Swiu  towns.  The  plant  there  ia  cheap  and  inferior. 
Grounded  eircuita  are  still  in  ns«  and  the  en^'ptnent  is  antii|nat«d.  There  has  been 
a  very  small  oatlay  for  maintenance.  They  pay  nothing  for  righlaofwBT,  except  in  a 
viiry  few  casee,  bef^aune  of  a  practice  established  by  the  company  which  the  GoTem- 
inent  hoj  not  been  able  to  break  entirely  away  ftom.  The  poet-office  collerts  Ifaeir 
ai:conntH,  and  wages  are  low.  Bkilled  operators  are  paid  ti,  wireroen  and  chief 
nperatom,  in  larne  central  offices,  17;  linemen,  etc.,  M.20  to  90;  foremen,  f6.50  to 
«8.40  per  weok. 

Ah  lllnetrating  tiio  cheapness  of  things  there;  On  tbe  Qeneva  street  railway 
irbere  work  wan  going  mi  In  1899,  irhcn  I  was  there,  the  workmen  were  iiaid  8  cents 
an  honr.  which,  with  steady  employment  and  11)  hours  per  day,  wonld  make  fi.80 
per  week.  The  Swies  people  are  fmgal  to  a  degree  nndrcamed  of  anywhere  in  thia 
oountrr,  and  all  olawes  of  laboi  are  very  poorly  paid. 

Q.  ( Br  Hr.  Litchmah ,  ]  I  was  going  to  ask  yon  whether  this  same  itiscrepaney  in 
wages  aid  not  apply  to  other  indnsfrisa  ae  well  oa  to  the  telephonet — A.  I  tiiinlt  It 
iloes,  OS  inilicsted  by  the  instance  cited. 

We  come  to  a.  very  iuteri'stlog  matter— the  financial  reanlte  in  Switzerland, 
llio  telephone  receipts  in  IS99  were  $1,007,011  (there  they  keep  the  neconnts  sepa- 
rately), and  their  experiBea  were  $1,254,803,  a  deflciency  of  <24T,T92.  The  ex^kenMS 
were  practically  125  per  cent  of  the  earnings.  That  wonld  mean  the  worse  kind  of 
banki-uptcy  if  it  were  a  private  concern. 

Now,  suppose  far  a  moment  that  you  consider  these  expenses  aa  adequate.  In 
order  to  do  that  you  would  have  to  ignore  the  very  inefScient  service  nud  low  wagw. 
But,  considering  these  expenses  na  fair  atjd  reasonable  for  the  service  fumisherl,  the 
eaniiiigs  would  he  less  than  nne-half  what  commercial  safety  wonld  reqnire. 

It  Is  not  vorv  difficult  to  fix  rBBnansiliilityfortheaecanditionB  in  Switzerland.  The 
technical  stalf  la  in  nri  way  to  blame.  The  rotes  and  plant  have  been  bronght  down 
to  the  present  conditions  against  their  repented  recnnimendationB.  The  telenhone 
Laa  practically  tieen  a  political  plaything  in  Switzerland,  and,  possibly  with  tho 
-very  heat  Intentions,  in  response  to  popular  demands  the  service  has  been  starved 
and  the  rates  have  been  run  down  until  tho  whole  liusiness  la  on  a  most  nuprofita- 
ble  basis.  Now,  the  department  Isfacing  the  necessity  of  nutting  in  metallic  cirealta 
in  order  to  render  service  that  will  beatull  acceptable.  That  will  involve  a  tremen- 
dous outlay  and  an  Inoreased  annual  expense  for  maintaining  tho  better  service  when 
olreody  there  is  a  doliclency,  and  the  raising  of  rates  is  praotically  impossible. 

The  commlsHion  then  took  a  rocess  nutil  2  o'clock  p.  ni. 

At  2.10  p.  m.  the  commission  reconvened,  and  the  testimony  of  Mr.  Bethel  was 
roaamed,  as  follows: 

Q,  nty  Mr.  C.  J.  Karrib.  )  You  might  resume  where  yon  left  off  this  morning. — 
A.  Wnen  wo  left  off  tbia  morQiuR  I  had  just  tlnishod  talking  about  Switzerland, 
where,  under  Govomment  ownership,  with  rates  that  ranged  perhaps  oa  high  aa  In 
Amerlran  cities  of  the  same  sly.e,  and  with  a  very  inadequate  expenditure  in  the 
way  of  maintenance,  au  out.of-dato  plant,  inferior  service,  and  low  wages  to 
employees,  the  telephone  operations  during  \SS9  had  shown  that  the  expensea  were 
125  per  cent  of  the  earuings,  Now,  with  just  a  few  words  abont  Austria-Hungary, 
I  shall  pass  on  to  Germany. 

In  Austria  several  private  comnanieH  conducted  the  business  until  1894  and  1696. 
SlocethentheGoverumeTithan,  after  purchasing  the  plan  tsof  the  companies,  operated 
the  busiiiPBs  as  a  Goverunient  monopoly.  I'ractically  tbe  same  conditions  as  to  rel- 
ative development  in  tho  large  oities  and  in  the  small  cities  holds  here  as  was  pointed 
oat  lu  the  cose  of  France  and  Belglnm.  That  is,  nearly  all  of  the  development  ia  to 
be  found  In  the  groatev  cities— in  Austria,  chiolly  in  Vienna,  and  in  Hungary,  chiefly 
111  lludapest. 

Tho  Vienna  plant  was  bought  by  the  Government  from  the  company,  on  a  valna- 
tloii  fixed  by  o\perts,  in  1894,  the  Government  taking  possession  on  t!ie  1st  of  Janu- 
ary, 1805.  As  shown  by  the  public  documents  covering  tlio  history  of  the  case,  it 
cost  the  Oovemmeut  $1,600,000.  There  were  then  between  7,000  and  8,000  statloua. 
This  is  e<|uiv«li:nt  to  $200  or  more  per  telephone  station.  Either  throngh  rapid 
obangas  in  the  art,  or  because  the  plant  taken  over  from  the  company  was  out  of 
date,  the  Government  soon  after  began  tho  construction  of  a  now  plant.  They 
put  up  two  very  handsome  buildings  and  laiil  out  a  comprehensive  nndergronnd 
Bvatem,  and  provideil  tho  oFQces  with  new  e<)nipment  throughont,  so  that  in  lli99 
there  was  Tery  little,  ifuny,  of  the  old  plant  which  it  had  taken  over  ftom  the  oom- 
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patir  Htill  in  iiae.    The  Governnmnt,  op  to  tbat  time,  had  expeoded  $1,200,000  on  ita 

liie  number  of  Rtalious  in  Vienna  at  tlie  first  of  this  ;ear  was  13,326,  noil  in  all 
Anstria  there  were  31,902.  Vienna 'h  popalation  is  1,636,000.  Chicago,  practicall]' 
tbe  same  size,  had  more  than  twien  as  many  tetepliones. 

The  Vienna  rate  waa  MO  when  the  company  opernted  it,  and  that  rate  has  lieen 
continued  by  tho  Government.  Elsewhere  in  Anstrla  there  is  an  installation  charge 
or  entrance  fee,  as  they  rail  it,  of  ¥40  per  kilometer  (per  live  eighths  of  a  mile),  pini 
$20  per  year.  Tbe  raten  are  thns  relatively  high  onniiKh  to  prevent  any  iteveliip- 
ment,  ns  has  actually  been  shown,  in  tbe  .State  outs iiin  ol^ienna.  They  pay  nothing 
for  rights  of  way  in  Vii^nnn.  Tlio  wugee  aru  low,  Opetatow  rereive  from  S1.80  to 
$3.41)  per  week ;  linemen,  etc.,  abmit  jS  per  week. 

In  the  official  docnioonts  relating  to  tbe  transfer  of  the  property  from  the  com- 
nany  to  the  Oovcmnient  it  was  etaleil  by  tbe  company  that,  should  it  continue  the 
Itusfuoss,  in  order  to  protect  its  stockholders  and  creditors  it  would  bo  necessary 
to  raise  the  rate,  which  was  then  $40. 

In  Vienna  the  telephone  ban  biten  a  pivrticnlarly  mifort.nnate  victim  of  Govem- 
mont  ovrnersbip,  for  riiasons  nut  connected  at  all  with  mismanagement  and  not 
involving  uuy  misguirlt-rt  action  on  the  part  of  the  legislators.  Yon  are  all  familiar 
with  tbe  political  troiibleH  tbat  have  grown  out  of  the  race  queition  there.  For 
several  years  thero  was  no  Bession  of  their  Parliament  and  no  appropriations  made 
to  the  telephone  bnsinesa.  The  telephone  bnstnass  is  pecnliar,  in  tbat  it  reqniree 
oonstant  additions  to  ita  capital  account  or  it  must  stand  still.  It  is  not  like  a 
railroad,  where  tbe  traik  in  bnilt  and  finislied,  mid  yoti  have  your  investment,  and 
the  roat  may  go  on  operating  expenses.  Yon  mnst  have  a  constant  and  coutin- 
aons  addition  to  the  cnpital  account  or  growth  must  stop.  That  is  exactly  what 
happened  in  Vienna,  through  no  fault  in  tbe  b^lepbone  management  or  of  anyone 
in  particular,  but  throngh  the  conditions  I  have  stated.  Their  fnnds  failed  them 
anil  they  bad  a  targe  waiting  list  and  general  dissatisfaction  resulted. 

Tbereis  another  striking  case  illustrating  that  same  point—not  in  Europe,  but  in 
Japan.  Therein  Tokyo,  where  there  is  Government  ownership,  growth  was  not 
exactly  BUS  jiended,  hut  tbe  Government  was  not  able  tu  take  cnreofthe  business  that 
WAS  oHbred— was  not  able  to  furninh  the  facilities  that  the  public  demanded — and 
opplicationB  ware  dealt  with  in  tbe  order  in  which  tbey  were  received.  So  there 
arose  speculation  in  the  rights  of  priority  for  oonmrction,  and  those  rights  sold  as 
hieli  In  some  chhi^sbs  7  times  the  annnal  subscription  for  tbe  telephone. 

In  Hungary  there  is  no  dnvclnpoient.  onteide  of  Budapest,  worth  speaking  of.  In 
Bndapeat  there  are  5,796  telephones,  with  a  population  of  7^,000.  With  the  excep- 
tion of  two  Rnssian  cities,  Moscow  and  Wnrsaw,  Budapest  has  the  lowest  develop- 
ment in  t:nrope  or  America  among  cities  of  from  500,000  to  1,000,000  inhabitants. 
Several  American  cities  of  one  li alt  tbe  size  have  twice  the  number  of  telepboues. 
That  is  fonr  times  tbe  development, 

The  people  in  Budapest  are  considered  very  progressive.  Their  city  has  been 
almost  entirely  reconstructed  in  recent  years.  They  have  put  up  some  magnilicent 
v_iiji —  — S  it —  i,_j  .1,-  ii_i  -'ictric  nndergronnd  railroad  in  the  world  '- 
it  is  antiquated,  their  service  is  inferior 
That  these  rates  are  relatively  high  o 
B  fairly  shown  hy  the  lack  of  dsvelopm'nt.  The 
nno.  They  pay  no  rights  of  way,  and,  ns  a  rather 
significant  example  of  tbe  powers  that  the  Oovemment  reserves  to  Itself,  I  may  say 
tbnt  il  has  licensed  a  private  company  (the  Telephone  Newspaper  Company)  io 
string  its  wires  tbionghont  the  city,  attaching  them  to  the  public  buildings  and  to 
private  property  without  any  compensation  whatever  to  the  owners. 

I  come  now  to  tbe  subject  of  Germany.  Patents  were  never  allowed  for  tbe  tele* 
phone,  and  the  Government  has  monopolized  the  telephone  business  from  the  begin- 
ning and  operated  it  as  a  part  of  the  postal  and  telegranh  business.  There  has  been 
a  very  large  development  in  Germany,  especially  in  large  cities  which  have  been 
favored  hy  tbe  German  rate  policy.  Until  very  recently  they  have  had  uniform  rates 
through  the  Empire;  tbat  is,  tbe  same  rate  in  a  great  diy  as  In  a  small  city.  This 
policy  was  changed  by  law  in  !8P9,  nnd  since  the  adoption  of  newrnteein  1900  there 
has  been  some  growth  in  tbe  smaller  places,  but  relatively  the  c^oaditions  have  not 
changed  much.  There  are  730  telephone  centers  in  Germany;  and  Berlin  alone  has 
25  per  cent  of  tbe  total  stations.  Nine  large  cities  have  52.5  per  cent  of  the  tele- 
phones, leaving  17.5  per  cent  to  Til  olhcr  cities  and  towns.     At  t^e  beginning  of  this 


year  Berlin  bait  47,.'i86  telephones,  against  54,647  in  New  York,  the  population  being 
approximately  the  same.  Tbe  1900  census  figures  give  New  York  a  little  larger  pop- 
nlation  than  the  last  available  ceuons  figures  give  Berlin,  but  I  have  seen,  in  places 
that  may  be  considered  reliable,  statements  as  to  the  population  of  Berlin  which 
make  the  two  cities  practically  the  same, 
Q.  When  yon  speaK  of  the  population  of  Berlin  and  New  York  do  yon  mean  Han- 
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A  point  tliat  hah  oftcii  been  overlooke^l  when  cuDsidurjii);  tbe  Iterlin  service  in  tlutt 
the  eei^'ire  wne  rendered,  until  1R9!),  only  from  7  o'clock  in  tlie  morning  notil  10 
o'clock  in  the  evening,  ^ince  1899  they  have  been  renderinK  &  night  eervico,  but 
they  charge  extra  for  calls  made  during  the  honra  from  10  o^ock  at  night  until  7 
o'clock  iu  the  mom  i  tig. 

Tbe  linee  are  largely  single  wire,  and  a  very  large  percentage  of  them  atill  ovar- 
heod.  The  same  policy  with  respect  to  wires  Las  not  been  pursoed  in  Berlin  as  in 
New  York.  That  is  to  say,  they  have  supplemented  their  overhead  wires  by  th« 
underground  plan,  because  tbe  wires  became  no  numerous  that  they  could  not  canj 
them  overhead;  but  tliey  have  not  replaced,  in  a  general  and  comprehensive  waj, 
the  overboail  system  with  tbe  underground  system. 

In  Berlin,  too,  tbe  subscriber  does  a  great  deal  uf  operating;  that  is  to  say,  heoalls 
the  central  office  with  which  he  is  connected,  and  he  must  then  work  his  own  way 
from  that  central  office  to  the  next,  and  so  on ;  whereas,  in  New  York,  we  so  super- 
vise every  call  that  the  subscriber  lias  nothing  to  do  bat  give  his  order;  and  then  the 
operators  take  care  of  it  until  tbe  two  peopu  ore  put  into  communication.  On  the 
whole,  I  think  tbe  Berlin  service  is  hardly  comparable  with  the  New  York  service, 
but  I  do  not  mean  to  say  it  is  not  satisfactory  to  the  Berlin  public. 

Now,  this  uniform  rate  that  i  spoke  of  as  holding  through  the  Empire,  uutil  April 
1,  1900,  was  S3T.50.  At  that  time,  flat  ratefl,  varying  from  S16  to  $45,  and  mini- 
mum message  rates  from  ¥20  to  $30  were  put  into  force.  All  rates  now  vary  with  the 
size  of  the  town.  The  administration  had  many  times  reported  to  the  German  Par- 
liament that  the  Berlin  system  did  not  pay,  anil  variouH  rate  propositiuna  wore  con- 
sidered. As  a  result  of  that,  in  1899  tncy  enacted  a  law  putting  into  force  these 
rates  1  have  mentioned.  Tbe  Berlin  rate  was  increased  20  per  cent.  Of  the  total 
number  of  subscribers  throughout  the  whole  Empire,  67.8  per  cent  (over  two- 
thirds  of  them)  were  Inoreased,  26.8  per  cent  were  decreased  (that  was  in  the 
smaU  towns),  and  6.4  per  cent  were  not  chauRed.  Thus  the  recommendations  that 
had  boon  made  by  the  technical  staff  from  time  to  time  were  followed. 

Tbe  postal,  telegraph,  and  telupLone  accounts  are  all  merged  together.  No 
aeparate  accounts  nro  kept  for  tbe  telephone  service.  Berlin  is  proverbially  a  cheap 
oity.  Wages,  tents,  iind  almost  all  other  items  that  ent«r  into  the  cost  of  fumi^lng 
a  telephone  service  range  from  2  to  4  times  as  high  iu  New  York  as  iu  Beilin. 

<J-  (By  Sir.  C.  J.  Harris.)  1  ivonld  like  to  know  whether,  in  these  nmning 
ezpeiiHCB,  they  allow  anything  for  the  capital  invested  in  bnildlng  these  linest — A. 
I  think  no  one  can  ouawei  that  from  any  official  documeuta,  because  the  accounts 
for  tbe  3  departments  nre  all  merged  together  and  no  separate  acdbants  are  kept 
for  the  telephone  operations.  But  tbe  (act  that  the  administration  reported  to  toe 
Parliament  that  tbe  rates  did  not  pay,  and  that  the  Parliiiment,  after  consideration 
of  tbe  matter,  raised  the  rates,  seems  to  me  ample  Just  ill  cat  ion  for  saying  that  the 
rates  were  not  profitable  in  Berlin.  That  is  the  Tate  we  so  generally  hear  Aoat,  ao4 
It  is  the  rate  that  writers  on  the  subject  usually  use. 

The  fact  thnt  the  public  patronage  or  development  is  less  in  Berlin  than  in  New 
York  shows  that  the  service  and  tbe  rates  are  not  more  reasonable,  fVom  the 
German  standpoint,  than  are  the  New  York  service  and  rate,  from  xha  standpointof 
the  New  Yorker.  Considering  the  character  and  amonntof  Hsrvioe,  and  tbepnrohas- 
jng  power  of  money  in  the  two  places,  the  rates  in  New  York  are  lower  tban  in 

Now,  OS  to  the  responsibility  for  this  inferior  aervico,  so  far  as  gronnded  circnit 
lines  nre  couterued.  The  technical  staff  has  frequently  urged  the  adoption  of  tbe 
metallic  circuit,  but  this  recommendation  was  disapproved  of  by  the  ministers,  who 
would  not  spend  the  money,  because  they  thought  it  was  spending  money  on  an 
unproductive  industry.  But  at  last,  in  1^9,  $1,000,000  was  appropriated  to  begin 
the  work  of  changing  from  the  gronnded  cironit  to  the  metallic  circuit,  and  that 
work  is  now  going  on. 

Night  service  was  not  rondered  at  all  until  considered  by  Parliament,  and  was  com- 
menced on  November  1,  1899,  and  thuu  only  on  the  payment  of  extra  charges. 

A  revision  of  rates  was  repeatedly  nrgal,  The  nnfaimess  of  the  uniform  ral« 
and  Its  nnnro6tab1encsB  iu  great  cities,  such  as  Berlin  and  Hamburg,  were  fVetinently 
urged.  This  shows  a  tanly  and  incomplete  response  to  the  recommendatious  of  tbe 
technical  stall'. 

I  will  rea<l  a  portion  of  the  report  of  the  commission  to  revise  rates.  It  bears  oi 
some  questions  asked  this  uioming        '      '  '       ' 

from  the  report  of  tbe  commission  ' .  .,      ...     , 

"  The  present  mode  of  cliarge  for  telephones,  according  to  which  all  siibscriben  to 
the  telephone  system  nt  the  Ii^ierial  Post  anil  Telegraph  Administration  have  to 
it ....       ^  ^ j  $37^60,  regardleM  of  tbe  siieof  the  town  or  telephone 


pay  the  same  annual  som  o 
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ana  uul  of  the  amonnt  of  dm  of  the  oarrice,  hM  for  yean  paat  given  rise  to  com- 
plkiutH  on  the  pwrt  of  the  public,  >iid  to  numBTouB  <]ue(itiona  in  Parliament. 

"The  jastice  of  the  complaints,  from  thepoiut  of  view  of  tho  telepbono  naers,  oan 
not  be  denied,  the  conilitioni  exiBtin);  iu  the  varioua  towns  lieine  n)  diSorout  that  a 
nniform  tariff  can  uot  he  oonsidored  a  ri;;ht  one.  It  is  justly  felt  timt  it  id  not  fair 
thai  subacribers  in  Berliuaud  Hamburg,  who  cnn  commuDioate  with  30,000  aud  12,000 
telephoDBs,  reepeotively,  should  have  no  more  to  pay  than  the  iohabitanta  of  a  town 
with  60  or  100  snbioribBrs. 


e  at  its 

j_ _    ,  ,  u  a  sensible  reform  of  the  tele- 

phone tariff,  which  does  not  alone  consider  the  snccese  of  the  moment.  And,  in  fact, 
It  will  be  found  possible  to  comply  with  most  of  the  wishes  eipresB«d  if  the  expenses 
of  the  t«lephone  service  are  dividod  more  among  the  Hubscribers  in  proportion  to  the 
use  and  atlvantagee  derviod  than  has  bitherto  been  the  case.  The  relief  given  to 
BubsoriLere  in  small  places  might  be  oousiderahle  it'  it  is  determined  to  make  the 
larger  and  more  promising  places  pay  a  little  hif^her  scale. 

"The  most  just  method  is  to  readjust  the  charges  so  that  each  snbscriber  shall  pay 
aeoording  to  user.  There  would  thoe  be  different  rates,  not  only  in  different  towns 
and  syetems,  but  alao  between  different  anbsoriberB  In  the  eame  plaee. 

"The  expenses  of  the  telephone  syeteni  increase  not  only  absolntely  but  also 
relatively,  lu  proportion  to  the  increasing  extension,  iuaamaeli  aa,  especially  in  the 
larger  towns,  the  increase  in  the  number  of  sobscribers  augments  the  expense  of 
eacL  single  enbscrihp.r,  on  acconnt  of  the  installations  of  the  exobaDges  becoming 
erer  more  complicated." 

Yon  will  see  tliat  thus  far  the  report  not  only  indorsee  the  message-rate  BTHtem  as 
a  proper  system  but  giveereaaons  for  adopting  it.     (Keadins:) 

"A  general  adoption  of  the  proposal,  however,  is  iTiipoSHible  on  account  of  practi- 
cal dlfflculties.  It  would  only  be  possible  if  reliable  automatic  counting  spparatns 
existed,  which  would  afford  a  perfect  protection  against  tampering  on  the  part  of 
the  aubecribers.      ^ 

"The  pnbllc  is  used  to  a  fixed  rate,  and  experience  shows  that,  in  most  eaaea,  they 
prefer  a  rate  which  they  may  know  beforehand  to  payment  by  calls,  the  recording 
of  which  might  canso  them  trouble  and  inconvenience." 

Thua,  after  IndoninK  the  message-rate  prioctpte,  they,  declared  its  adoption 
impossible  becaneu  of  practical  difflcnitiee  which  Duve  been  completely  overcoine, 
not  only  in  the  United  States,  but  also  in  some  Kuropeau  places,  and  for  the  reason 
that  it  mi^ht  be  unpopular  they  compromised  by  auopting  new  Hat  rates— to  vary 
with  the  size  of  the  system— and  supplementary  message  rates,  notwithstanding  the 
alleged  practical  difBcnIties. 

Only  a  word  about  Bavaria.  It  is,  of  course,  a  part  of  the  German  Empire,  bat  Ita 
telephone  syHtem  is  operated  separately  by  the  Bavarian  telegraph  department. 
They  have  the  name  rates  and  the  same  policy  as  to  rates  as  exist  in  other  pacts  of 
Oemany.  Th»  general  conditions  are  about  thesamc.  Munich  has  8,u00  telephones, 
Nuremberg  3,5(«.  Seventy-one  other  cenCers  have  only  6,000  or  7,000  altogether. 
The  technical  staff  baH  been  a  little  more  successful  in  having  its  recomtnenaationa 
adopted,  and  consequentlv  the  plant  and  the  service  in  Munich  are  somewhat  bet- 
ter than  in  Berlin. 

Holland  is  particularly  Interesting  because  of  the  municipal  ownership  in  its  2  lead- 
ing cities  of  Amsterdam  ami  liotteriiam  A  private  company  conducted  the  industry 
in  these  cities  until  1696,  when  they  obtained  franchises  from  the  State  for  25  years. 
Viewed  RapotliciBl>"  and  narrowly,  it  may  be  said  that  at  Amsterdam  the  munic- 
ipality on  taking  i}^  3f;  the  business  reduced  the  rate,  improved  the  service,  in  3 
years  increased  the  .bnniber  of  stations  by  60  pel  cent,  and  made  a  profit.  Let  UB 
go  further  with  a  view  to  ascertaining  the  whole  truth  if  possible- 

The  reduction  iu  rate  was  iiiBi^jniucant  in  amount,  and  moreover  it  was  a  mere 
shifting  of  taxation.  The  company's  rats  was  $47.20  per  year;  the  municipality's 
$36  at  resiilencea  and  business  places  for  the  excluaive  use  of  the  subacriber  and 
$46  for  hotels,  restaurants,  and  places  accessible  to  the  public,  plus  in  each  case 
an  Installation  charge  of  S10.  Taking  this  last  item  into  account,  it  will  be  seen 
that  the  reduction  was  on  the  whole  very  slight,  and  that  in  certain  cases  there  was 

n  actual  increase.     Kut  tbere  is  another  fact  that  mnst  be  taken  into  consideration. 


Under  its  francbiae  the  company  was  required  to  pay  the  city  21  per  cent  of  its  gross 
receipta,  which  going  into  the  communal  treasury  operated  to  lessen  taxes  in  other 
directions,  lu  1891.  the  last  full  year  of  the  company's  concession,  the  percentage 
amounted  to  $17,125.20.  Iu  1S98,  notwithstanding  the  large  izicreaae  iu  the  number 
of  aabicribere,  the  commnnal  treaaary  received  from  the  telephone  industry  $20,000. 
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The  alight  Inoroiue,  it  may  be  Bafely  Btat«d,WM  more  than  oSset  by  tbe  inoreaM  in 
the  com  ID  unity's  general  eipenaed  doe  to  its  telephoiie  opeiatians,  to  aay  nothiiig  of 
the  use  of  pabliclinildiuf^s  for  napportiug  wireA  and  ditores  for  which  no  char)^ 
were  made.  Ronce  the  cummiinBl  treasary  aulfered  by  tbo  change;  in  other  wonlB, 
whatever  reduction  was  made  benefited  t^ephone  snbsorilieTs  at  the  expense  of  tbe 
gener^  taxpayer.  Therefore  the  mnnioipality  is  entitled  to  no  credit  for  an  alleged 
reduction  of  rate. 

Touching  the  quoatlon  of  reasonableness,  it  is  very  significant  that  at  The  Hagne, 
the  telephone  indnatiy  is  conducted  by  private  enterprise  at  a  rate  of  $24  a  ytiar. 
In  other  Enropean  eitius  where  private  oompanies  operate  there  are  larger  systems 
and  lower  ri.'.es  tbau  in  Amsterdam. 

The  service  is  unqneslionably  better  now  than  it  was  under  the  company's  admin- 
istration. But  the  present  service  is  not  so  much  a  superior  service  as  the  foiiiior 
was  an  inferior  service.  Measured  by  other  and  fairer  atandariis  the  present  service 
loses  its  preeminence.  What  always  happens  under  it  limited  I'raiichiBU  happened  iu 
Amaterdam.  Tbo  t«lB].bone  business  in  a  way  peculiar  to  itself  calU  for  constant 
additions  to  capital  acconnt,  and  thus  far  in  its  history  lias  called  for  constant  and 
extraordinary  outlava  for  reconstruction  and  substitutions.  Hoping  t^  undertake 
the  business  Itself,  the  municipality  opposed  an  extension  of  the  company's  franchise 
aud  was  snocessful.  Having  no  assurance  of  life,  the  company  made  no  extensiona 
or  improvements.  It  did  nothing  to  develop  the  business;  there  was  no  growth—only 
1,700  stations  in  1896.  The  munioipality  offered  for  the  company's  plant  an  amount 
ennivalent  to  S4T  per  station.  This  being  refused,  tbe  luunieipality  built  a  now 
plaDt,  its  investment  being  at  the  end  of  1893  equivalent  to  $182.80  per  station. 
With  its  new  plant  and  with  a  siciliful  and  enterprising  manager  an  improvement 
In  the  service  was  inevitable,  an  improvement  which  wne  particularly  noticeable  to 
those  who  bad  suiTered  under  the  previous  miserable  condition,  due  largely  to  the 
obetrnctive  tactics  of  the  municipality.  But  the  Amsterdam  service  is  by  no  means 
as  efficient  as  that  rendered  by  private  companies  in  the  Scandinavian  countries,  for 
example,  or  in  this  country.  The  feature  that  most  condemns  it  is  its  iDsignidcant 
scope — its  entire  inadequacy  for  so  large  a  city. 

TTiia  brines  us  to  the  question  of  development.  Fifty  per  cent  in  3  years  sounds 
large,  but  If  you  remember  the  starting  point  it  moans  but  little.  Compared  with 
that  in  cities  of  the  same  rank  in  thi«  country  or  even  in  Enrope^  where  private 
oompunies  operate,  the  Amsterttam  development  is  atmulntely  insignlflcant.  At  tbe 
first  of  this  year  Amsterdaoi,  with  a  popnlatiou  of  513,000,  bad  4,462  telephones. 
There  are  64  American  and  EuTOpean  cities  having  a  population  of  200,000  or  more. 
Arranged  in  the  order  of  telephone  development,  Amsterdam  stands  58  in  the  list. 
Among  the  cities  of  its  cinss  (from  500,000  to  1,000,000)  Amsterdam  stands  at  the  very 
bottom  of  the  list,  with  the  exception  of  Budapest  aud  Brussels,  in  both  of  which 
cities  there  is  Government  control,  and  of  the  2  Rnssian  cities  of  Moscow  and 
Warsaw. 

Let  ns  compare  Amsterdam  with  an  American  city  and  then  with  an  English  city. 
Amsterdam  and  Boston  are  fairly  comparable.  They  are  about  the  same  size,  Boston 
being  a  little  bit  larger.  Both  are  seaports;  both  cities  of  cnniniercial  importanoo 
and  activity,  I  have  already  given  yoa  the  figures  of  Amsterdam.  There  are  4,462 
t«lephoneB  there,  or  8.7  per  1,000  of  population.  Uostou,  with  a  popnlation  of 
560,000,  had  23,780  telepliones,  or  42.3  per  1,000  of  population  against  Amster- 
dam's 8.7. 

Now,  comparing  Amsterdam  with  Manchester,  England.  Manchester  has  543,903 
population  and  10,647 telephones'  or,  per  1,000 oi  population,  19.6  telepboneH  against 
Amsterdam's  8.7;  and  Liverpool  has  20.1  asainnC  Amsterdam's  ^.T.  So  it  is  not  nec- 
essary to  take  an  American  city  to  show  that  tbe  development  is  higher  under  pri- 
vate enterprise.  Even  as  compared  with  KnrojKtan  cities  under  private  enterprise 
the  development  in  Amsterdam  is  exceedingly  low.  ■"  ^ 

Q.  (By  Mr.  Ci.arbb.)  How  does  the  snbiirban  population  ot^msterdHm  compare 
with  that  of  Boston  (—A.  The  point  yon  mention  is  a  very  important  one.  Municipal 
boundaries  and  telephone- exchange  boundaricn  are  not  coextensive.  Aronnd  every 
great  city  the  suburban  places  arc  of  consequence  and  usually  the  very  center  of  their 
business  and  social  life  is  in  the  city.  The  municipality  can  serve  only  within  its 
owu  area,  or  else  condnct  a  business  beyond  its  borders  where  it  has  no  jnrisdietion. 
Amsterdam's  activity  Is  practically  confined  within  the  municipal  limits,  and,  as  a 
result  of  that,  the  development  iu  the  suburbs  is  proctically  nothing,  while  the 
development  in  the  8ulMirl)S  of  Boston  and  of  New  York  is  grentcr  even,  relatively 
speaking,  than  tbe  development  in  the  cities  themselves.  This  limitation  on  its 
oetivitiee,  considering  the  peculiarities  of  tbe  telephone  business,  is  one  that  I  tblnk 
Is  entitled  to  tbe  greatest  weight  in  considering  this  question  of  municipal  ownership. 

Q.  (By  Mr.  Litciihan.}  Have  you  entered  upon  the  question  at  all  so  as  to  show 
a  comparison  between  the  strictly  city  traffic  and  tbe  snbarbaii  traffic — that  is,  tbe 
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.  .  B  that  the  telepUone  Bervloe  In  the  United 
States  ta  appreciably  affected  by  the  service  between  the  city  and  the  euhorb,  the 
developDient  nf  the  aubarhs  being  snch  that  new  liuea  were  conatmcted  rapidly  foe 
aervice  between  the  Huburbs  and  the  city. — A.  Quite  ao. 

Q.  1  wanted  to  know  whether  yon  had  oarried  It  for  enongh  to  make  the  coiopari- 
•on  between  the  Hnbarban  aervice  and  the  city  proper. — A.  1  have  here  a  report  of 
the  mayor  and  aldermen  of  Amsterdam  conoeniiDg  the  action  taken  by  them,  and 
their  report  on  the  efTect  of  the  tele]ihone  industry  there.  It  appears  in  this  report 
that  there  is  practically  no  development  whatever  except  within  the  very  heart  and 
center  of  Amsterdam,  beoanse  their  riites  are  considered  so  high  in  such  territory  •• 
is  included  within  their  oonoession  outside  of  the  heart  of  the  city  that  Ihere  is  no 
development.  Now,  in  (<ew  York  City  and  its  subarbs  {including  the  cities  within 
35  or  40  miles  of  the  New  York  city  ball,  the  towns  along  the  Jersey  coast  in  Mon- 
mouth County  and  thoee  on  Long  Island)  there  are  over  100.000  stations.  I  think 
tbeee  faota  show  the  relative  development  between  the  two  places. 

Q.  Hy  qnestiou  went  one  step  further,  and  that  was  to  ask  if  you  had  any  data 
which  would  show  bow  large  a  proportion  that  suburban  service  was  of  jour  entire 
servitet — A.  Yon  mean  what  proporCiou  of  the  telephones  are  in  the  suburban 
territory!  I  have  stated  already  that  there  are  60,000  tolephones  in  New  York  and 
over  a  hundred  thousand  iti  (be  wbole  territory. 


Q.  You  mean  by  the  whole  territory  Greater  New  York  or  that  under  yont  juria- 
diotionf — A.  I  am  speaking  now  uf  OreaLer  New  York  and  those  portions  of  New 
York  State,  New  Jersey,  and  Connecticut  within  33  or  34  miles  of  New  York  City— 


the  Jersey  coast  towns  and  the  Long  Island  towns. 

Q.  And  New  York  City  proper  has  about  SO  per  oentt — A.  Sirty  per  cent  of  the 
total,  but  you  may  remember  that  I  cited  thia  morning  the  case  of  Larohmont, 
where  the  development  is  about  W  per  cent,  'lliere  is  a  telephone  for  every  5 
people — practically  one  for  every  family ;  and  the  same,  ur  a  UtUe  leas,  percentage 
runs  through  all  these  towns,  none  of  them  being  so  email  as  is  found  in  New 

(j,  is  the  suburban  traffic  oonsideted  prodtable,  or  is  it  oarriiid  on  as  a  neoeaaity 
OS  a  feeder  to  the  main  plontl — A.  I  think  no  one  can  tell  exactly  what  any  partic- 
ular branch  of  the  business  costs.  It  is  so  complex  that  you  can  only  estimate  it 
and  form  your  own  opinion.  A  half  a  dozen  men  might  have  half  a  dozen  opinions 
on  the  subject.  The  aim  in  flzing  rates  is  to  make  each  community  carry  its  own 
bnnlen  as  nearly  as  possible  and  pay  a  fair  share  of  the  general  expenses  of  admin- 
istration. 'I'he  same  may  be  suid  of  the  several  kinds  of  business — the  trnnk-liue 
business  and  the  ex  change- line  bneiness.  Of  course  there  may  be  places  which  for 
the  general  good  must  be  served  whether  at  a  loss  or  not.  They  are  essential  porta 
of  the  syHtem;  the  territory  is  developed  as  a  wbole;  every  port  of  it  is  provided 
with  reasonable  facilities. 

I  was  Hpeaking  aboat  the  oondact  of  the  telephone  bnsineas  by  the  municipality. 
Another  point  worth  mentioning  here  is  that  Rotterdam  and  AuiBterdnm  are  both 
cities  of  greut  importance  and  activity.  They  lie  close  together,  half  an  hour  apart 
by  rail,  have  frequent  traius  daily,  and  their  entire  iateresta  are  closely  tied 
together ;  yet  becaune  of  no  cuntral  control,  beoaase  each  municipality  is  proceeding 
for  itself,  there  are  diflferent  styles  of  etiutiiment,  different  engineering  methods  are 
followed,  different  latee  are  offered  to  the  public,  and  the  general  practioea  are 
diRerent. 

I  have  spoken  of  the  rednotion  in  rate,  tlie  iinpiovement  in  aervice,  and  the 
increase  in  thenamlier  of  stationa;  there  is  bat  one  point  left — that  is  proiils.  The 
conoessinn  accepted  from  the  Qovemmont,  it  ahmild  bo  mentioned  in  the  hntt  place, 
allows  that  a  protit  accruing  to  the  communal  troiMnry  must  uot  l>e  depended  upon 
from  the  telephone  service.  Theatutiona  are  concentrated  in  the  center  of  the  city, 
close  to  the  ceutrul  office,  and  the  system  la  very  small,  as  already  shown.  Tlie 
traffic  is  light,  becuuse  there  ore  so  few  places  which  the  eubacriber  ran  reaoh.  The 
atntistics  for  1897  show  that  one-half  the  siibacriliers  sent  on  an  average  only  500 
iiiesssgi's  during  the  year.  Labor,  rents,  etc.,  cost  but  little  in  Amsterdam.  Opera- 
tiirs  are  paid  from  $'i  to  $4  per  week  ;  linemen  and  mechanics,  $6.40  to  fS  per  week — 
10  hours  a  day.  The  anlaries  and  wages  of  the  entire  Aiusterdam  staff  in  18118  were 
but  little  more  than  twice  as  much  as  the  New  York  company  expended  in  the  same 
year  for  tea,  cotfee,  and  milk  fumiahed  its  operators  at  no  cost  to  them  and  the 
wages  of  waitresses  employed  in  serving  them.  The  entire  Amsterdam  rent  roll  wa)i 
leas  than  the  rent  paid  by  the  New  York  company  fur  quarters  for  its  operators 
when  ofi  duty  at  one  of  itn  offlces—not  one  of  the  large  oScos,  but  one  of  moderate 
size;  oneaorviug  about  the  same  number  of  stations  as  there  were  tii  Amsterdam. 
As  indicating  ingeuorul  the  cheapnessof  labor  there,  I  may  say  that  shop  glrk  work- 
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ly  of  t2  p«r  week;  pol 

i  labor,  ti  p«T  ireek  Is  oouaidflMd 


I.  have  ftn  ftventK^  pay  of  $2  p«r  week;  polic 


good  pay. 

The  coHl  per  station  for  the  year,  iaclndlnK  working  expeoBea,  iateraat,  and  depi«- 
ctntion,  was  lean  than  the  New  York  eompaDy'fl  ontUy  per  atation  for  l&l>ar  alone. 
Id  1899  a  m^ority  of  the  committee  for  the  management  of  the  conimnnal  indnatrica 
formally  recommended,  after  a  carefal  analysiH  andetndy  of  the  telephone  aooonnts 
made  with  a  view  to  the  modiflcatioa  of  the  telephaue  tarifts,  that  the  existing  rate* 
beoontinned  for  large  ueen,  and  that  a  alight  reduction  (|6a  year)  be  made  to  thoa« 
sending  500  or  leas  mesaagee  per  year,  with  an  eitia  charge  of  4  centa  for  each  mea- 
aagein  ezc^eoe  of  500.  A  minority  of  the  committ«e  racommended  the  main teoanoe 
ofaiinirormrate,  two  membera  adTistng  the  trifling  rednction  of  M  a  year,  and  one 
strongly  oppoeing  fluy  rednction  whatever,  beoause  the  costs  par  sabsiiriber  were 
already  too  high  to  warrant  it,  and  It  waa  anticipated  that  they  Mould  inoraaae 
rather  than  decrease  in  sabaeqnent  years.  This  member  forciblv  remarked  that  a 
reduction  would  totally  or  partially  wipe  out  the  amount  contributed  by  the  tele- 
phone induatry  to  the  general  fund  of  the  community,  and  for  this  he  could  see  no 
single  aenaible  ground. 

"Hie  mayor  and  aldermen  determined  that  no  redootioa  whatever  should  be  made. 
I  shall  read  an  eiCract  from  their  report  U>  the  town  coancil 
—  itofthi      " 


trade  acconnta  show,  were  higher  laat  year  than  daring  the  preceding  year,  and  that 
the  average  expenaea  for  ooDgtruotion  were  alao  coDaiderably  increaaed.  Whether 
tbpse  eipenaes  hare  already  reached  thett  maximum  can  not  aafely  be  stated;  th«re 


ia  ground  rather  to  think  that  they  will  further  Inoieaae  during  the  next  few  years. 
Contrary  to  what  oneobaervea  with  other  buslneaaea,  with  the  telephone  the  expenaea 
do  not  decreoae  in  proportion  of  the  increased  number  nf  anbacribera,  aa  every  new 
subscriber  requires  new  capital  cbargea,  on  which  interoat  baa  to  be  paid  and  on 
which  depreciation  has  to  be  written  oflj  and,  farther,  the  expenses  of  tbeaervioe 
are  not  only  incrcaaeil  by  the  amount  which  ia  required  for  attending  to  the  new 
anbacrlber,  bat  alao  with  the  additional  coat  incurred  on  behalf  of  the  older  aabscrlb- 
era.  How  largu  thia  amoant  will  beiadiOicult  tosayat  present,  butthia  incertain, 
that  by  aa  increaae  in  the  number  of  siihacriberB  tlie  number  of  combinationa  to  be 
mode  on  the  multiple  awitchboarda  will  increase  to  auch  on  extent  that  on  increase 
of  the  service  expenses  per  subscriber  munt  natitrully  reaalt.  The  qaeetiou  whether 
it  would  be  desirable  under  these  circumataacee  to  decide  upoa  a  reduction  of  the 
telephone  tariff  we  nndoubtedly  think  we  ongbt  to  answer  in  the  negative.  Then 
can  be  no  question  of  a  reduction  of  any  iinportaaoe,  whereat  a  small  reduction 
would  caneo  so  great  a  losa  to  the  communal  revenue  aa  to  bo  out  of  all  proportion 
to  the  small  advant«ge  which  would  accrue  tu  the  subscribera." 

The  ao-called  profits  therefore  are  represented  by  payments  made  to  the  oommanal 
treasury,  which,  an  far  aa  one  can  tell,  may  or  uiay  not  have  been  consumed  by 
adminiatrHtion  expeneee  incident  to  the  telephone  industry.  If  so,  then  there  ware 
no  profite.  If  not,  the  profits  were  a  charge  upon  the  indnstry  for  the  benelit  of 
other  municipal  iuduatriea  operated  at  a  loss.  In  any  event,  the  so-called  proflts  were 
to  a  large  degree  Bctitions  and  mialeading. 

I  spoke  of  the  energy  with  which  the  teiephane  plant  was  provided  by  the  mnnio- 
ipality  when  it  was  at  war  with  the  company.  That  waa  largely  dne  to  the 
enterpriae  of  one  man,  a  retired  army  officer,  who  pitehed  into  the  work  and  with 
great  zeal  built  a  plant  and  had  it  ready  to  operate  within  a  year.  If  yon  shonld  go 
into  faia  central  offices  now,  you  would  find  them  neat  and  clean,  because  Holland  IS 

[iroverbially  olean.  The  manager,  appreciating  tlint  the  development  was  exceed- 
Dgly  low  and  that  the  coaditiona  did  not  compare  favorably  with  what  waa  being 
done  in  the  rest  of  the  world,  obtained  authority  to  visit  other  plaoea.  He  went  to 
Stockholm,  Copenha^u,  Berlin,  and  Switzerland,  the  object  being  to  detarmine 
what  was  beiagdone  in  th(i  nay  of  message  rates  in  theee  places.  He  made  a  very 
e1aborat«  report  and  a  very  intereatjng  one,  in  which  he,  aamnilng  np,  ehowed  there 
were  no  difficulties  with  the  message-rate  system  on  account  of  the  necessity  of 
counting  the  calls.  On  this  subject  he  reported  general  nnaniiuity  in  all  the  coun- 
tries he  had  visited,  and  aoid  that  the  question  of  introducing  mnaaage  rates  used 
not  be  (llsmisaed  on  account  of  the  diPBcult;  attached  to  thn  conntiug  of  the  calls. 
Herecnmmended  a  message-riite  system  and  an  iavtallatiou  obarEO,  then  a  mainte- 
nance charge  and  a  traffic  charge.  He  aaiii;  "The  whole  tj^riEFbos  been  arranged 
...   _  .  u ^j,  ijj  through  cbcapnHBB  and  fairness  to  render  the  developmeat  as 


ilevelopmc 


quick  and  the  servici*  w  etticiout  as  can  possibly  be  done."  Speaking  of  the  exist- 
ing rates,  ho  aavH:  "  The  high  telephone  tariff  and  the  irrational  and  unfair  arrange- 
ment thereof  blocka  the  way  to  propiT  development."  Then  he  pointed  nut  that  a 
modification  of  the  plan  of  chargingwoM  just  aseaaential  as  a  reduotioa  in  the  rates 
thefflselvea.    Now,  let  us  see  what  happened  to  hia  report.    It  waa  made  to  the 
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oommittee  for  the  managemeDt  of  commiuiBl  affaira.  After  a  very  long  time  and 
afMr  oorefut  conHideiatiou,  apparently,  a  majoritj  of  that  oommlttee,  as  alread; 
et3t«(l,  reported  that  they  cooBideied  it  fair  to  divide  the  aabaoribers  into  twu 
cImsm,  and  to  retain  the  eiiatiog  rates  for  large  nsors  and  the  meu^e  late,  with 
the  iiiinimnm  of  500  meBsagee,  at  930,  ploB  4  aents  a  call  for  the  Temainder.  Mow, 
the  etatiBtica  of  1897  show  that  one-half  of  their  anbscribera  averaged  500'callsa 
yetii  and  one-half  about  2,50U.  Thej  said  that  b;  the  report  of  the  direotor  it  vaa 
proved  that  there  was  no  objection  to  the  conntius  of  calls,  and  that  if  measaee 
rates  were  adopted  there  would  be  a  reduction  of  rate  to  n  good  many  of  the 
present  BubscribPTS  and  the  telephone  woald  become  a  boon  to  a  large  additional 
number  of  inhabitants.  That  is  exatltly  what  the  message  rate  has  done  in  Kew 
Yoik— reduced  the  rate  to  a  very  large  unmber  of  Bubaoribere  and  been  a  boon  to  an 
additional  number  of  inbftbitants. 

Q.  (By  Mr.  Farqubar.)  That  ia  the  motto,  pay  for  what  yon  gett — A.  Pay  for 
what  yon  get.  Now,  aome  of  the  committee  objected  to  this  Uecanse  the  working 
cost  per  sutJBcrilier  would  be  Increaeed  by  adding  new  Bubscrtbera,  Some  thought 
that  tbe  rate  to  heavy  nsem  ahould  be  raised.  This  wse  objected  to  by  otbera 
because  for  the  preuent  rate  an  nnlimited  number  of  calls  wa«  already  allowed. 
They  therefore  thooght  that  no  change  ahonid  be  made.  Tbe  minority,  however, 
recommeDded  that  the  ordinary  anbarribers,  eicluding  hotels  and  like  places,  shonld 
be  given  the  choice  between  the  eziating  rate  for  nnlimited  nae  and  tbiH  mceaage 
rate  of  $30  fur  600  oalla  plua  1  cents  per  call,  which  is  not  only  relatively,  but  I  may 
fairly  say  ahaolntely,  as  high  a  rate  ae  is  charged  iu  American  citiee  for  the  same 

Q.  (By  Mr.  LiTCHMA^.)  !■  not  the  charge  in  Americancitiea  lOoenteameaaaget — 
A.  No ;  the  charges  in  Kew  Vork  City  range  from  6  cents  to  3  cents.  We  are  talking 
about  the  message-rate  plan  and  not  the  public  rate,  Now,  I  have  given  yon  whM 
the  m^ority  wanted  to  do  on  that  committee.  A  minority  could  not  agree  to  this 
at  all,  and  its  chief  objection  was  that  there  wae  no  antomalic  counting  device, 
hence  the  calls  muHt  be  counted  at  the  exchange.  The  nnbscribcr  should  have  the 
right  to  complain,  but  finally  he  should  be  subject  to  the  decision  oi'the  administra- 
tion. Therefore,  on  this  account  the  telephone  in  Amsterdam  would  become  in  the 
highest  degree  unpopular.  Tbe  minority  aleo  reported  that,  no  matter  what  was 
done  elsewhere,  it  luust  be  bomt  in  miud  that  they  were  legislatiug  for  Amsterdam 
and  that  the  Amsterdam  people  would  nut  submit  to  official  rntee.  6o  the  minority 
reconimenilcd  a  uniform  rate.  Now,  two  members  of  the  minority  favored  a  reduc- 
tion of  the  existing  rate,  and  the  three  members  could  not  agree  npun  a  rate. 

Now,  witb  all  these  varying  views  presented,  when  the  matter  came  before  the 
mayor  and  aldermen  of  AmeteTdani,  after  discussion,  they  decided  to  leave  mnttere 
as  they  were,  so  that,  while  the  technical  stalf  dewired  to  reduce  rates  and  enlarge 
the  facilities  which  tbe  public  reiiuired,  and  to  develop  the  buiiness,  wbicb  the 
fignree  quoted  show  needed  development  very  badly,  Ita  recommendations  were  all 
disapproved,  chiefly,  as  is  shown  by  the  extracts  from  the  report  I  read,  because  of 
the  fear  if  the  recommendations  were  approved  the  results  would  not  prove  popular. 
I  think  thej^  were  mistaken  in  that,  liecaoHc  quite  the  contriiry  is  proved  wherever 
the  companies  have  struck  out  to  develop  tbe  business,  aud  have  provided  tbe  facili- 
ties that  the  public  demands  at  rates  that  are  Itxed  on  a  grodnateil  scale. 

At  Hotterdam  the  rates  ruuice  from  $26.40  to  S3S.40  per  year,  plus  an  installation 
charge  of  $8.  In  1R96  there  were  1,000  telephones,  and  at  the  first  of  this  year 
3,086— malting,  with  a  population  of  .SOH,000,  about  ten  telephones  per  1,000— only  a 
little  better  development  than  that  of  Aiustcrdam.  In  this  entire  record  and  in  the 
whole  telephone  biHtory  of  AmBt«rili(Di,  considered  in  the  light  of  the  conditions 
that  hovii  prevailed  and  tbe  renultH  that  bave  been  accomplished  in  other  citleH  of 
the  same  rank  both  in  Korojie  and  America,  thtire  is  not  a  single  tact,  whether  it 
relates  to  rates,  scope  or  character  of  service,  development,  economy  of  atlniinistra- 
tion,  or  the  general  welfare  of  the  oommnuity,  that  argues  lor  the  municipal  owner- 
ship  und  niBnagoment  of  the  teleiihone  iudnatry. 

I  shall  pass  now  to  Great  Britain.  The  telephone  was  early  held  by  the  courts  to 
come  under  the  telegraph  act  of  IgSi),  which  made  the  telegr.iph  a  Government 
monopoly.  The  postmaster- general  having,  under  this  decision,  the  exclusive  right 
to  cperute  the  telephones  in  Great  Britain,  and  being  unwilling  or  unprepared  to 
.'lirectly  exploit  the  new  and  doubtful  enterprise,  granted  licenses  to  various  private 
companies,  limiting  the  operations  of  each  to  n  speoiBed  area,  and  providlug  for  the 
payment  of  a  royalty  to  the  Government  of  10  per  cent  of  the  ^'rnss  receipts.  All  of 
these  licenses  were  ina<le  to  expire  in  1911. 

The  restriction  tospoclflod  areas  by  preventing  internrban  communioatiou  proved 
most  nn satisfactory,  and  in  1864  other  licenses,  which  removeil  all  restrictions  and 
limitntious  as  to  the  area  in  which  the  licenscocompany  could  operate,  were  granted. 
These  new  licenses  were  also  made  to  expire  in  1911.     As  a  result,  trnnk  lines  vraM 
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vety  rapidly  baiJt  between  the  aeveral  telephone  centen,  tuid  the  biulneu  in  trank- 
line  traffic  grew  up. 

Now,  for  a  time  the  poat-offlce  eDdeavored  to  eBtablisb  competing  s;at«mj.  Yoa 
mnat  remember  thnt  the  Qovemmeiit  was  operating  the  telegraph  aad  it  feared  that 
the  telephone  would  make  inruada  oa  its  reveauea.  It  was  a  growing  meaua  of  coiii- 
muDication.  So  it  atartad  competition,  bnt  met  with  no  aucceHa,  notwithstanding 
the  fact  that  it  was  taking  10  per  cent  out  of  ita  rival'a  eaminga  aa  a  royalty.  In 
Newoaatle,  the  only  place  where  the  Government  haa  had  an  exchange  of  any  couald- 
eiable  size,  the  Oovernment  exchange  was  eatabliabed  before  that  of  the  company, 
but  it  haa  never  had  more  than  650  aubaoribera,  while  the  company's  exchange  in 
that  place  had,  the  first  of  thia  year,  3,748  atationa.  In  Leicester  the  (iovernment 
exchange  had  at  one  time  aeveral  hundred  aabecriliers.  It  now  haa  none,  while 
that  of  the  private  company  haa  2,305.  In  all  other  towns  the  Qovemmeut'a 
competing  exchangee  have  entirely  diaappearad. 

The  next  atep  in  the  history  reanlted  in  an  amalgamation.  For  aome  time  alter 
1884  there  waa  a  oonsiderable  telephone  development,  and  it  aoon  became  clear  that 
to  get  the  best  results  there  must  be  uniformity  nf  system,  similarity  of  method, 
oonoeatration  of  administration  and  management,  and  oomplete  intercom mnnica- 
tiou  between  al!  aubaoribera.  The  outcome  of  thia  waa  amalgamation  and  the  for- 
mation, in  1889,  of  the  National  Telephone  Company,  which  ia  now  operating  all 
over  Great  Britain.  One  of  the  flrat  resulte  of  this  amalgamation— although,  aa  I 
aaid,  none  of  the  amalgamated  companies  bad  been  ill  oompetitioli  with  another — 
was  a  reduction  in  rates  practically  to  one-half  of  the  former  figurea. 

It  ie  interesting  to  say  right  there  that  concentration  under  private  management 

tiroduoBs  better  results  than  under  Government  management,  as  is  illnatrated  by  a 
Ittle  incident  iu  connection  with  the  Swiss  railroads.  When  the  Government  waa 
planning  to  take  over  the  railroad  there  it  was  urged  as  one  important  point  in  favor 
of  the  work  that  whereas  there  were  three  headquarters  of  the  various  roads  which 
were  to  betaken  over  and  three  main  ofBcea,  under  the  Oovernment  management  tfaera 
would  be  but  one,  and  that  consequently,  tbrougii  this  concentration,  economy  would 
result.  Owing  to  the  pressore  brought  to  hear  upon  the  representatives  by  the 
various  cities  interested,  however,  the  final  result  was  the  establishment  of  four 
headquarters  and  loain  offices  instead  of  three. 

Q.  (By  Mr,  i'AxqvajtB.,)  How  do  you  account  for  that  great  reduction  as  soon  aa 
thia  National  Company  had  control  of  all  the  liuesl — A.  1  account  for  it  t)y  the 
fact  that  there  were  euonomiea  through  concentrated  management  and  uniformity 
of  methoda  and  through  doing  bnaineas  on  a  larger  scale.  Perhaps  some  of  it  was 
attributable  to  a  rednotiou  which  had  really  gone  on  from  the  beginning  through 
the  development  of  the  telephone  buaineas. 

Q.  That  is,  in  efficiency  of  the  operatives  themaelvesf — A,  Yes;  to  some  extent 
through  such  increased  efficiency,  but  more  particularly  to  better  Icuowledge  as  the 
result  of  experience  on  the  port  of  engineers  and  managers. 

Q.  Did  I  understand  there  that  the  reduction  waa  one-half  f — A.  One-half;  yes. 

Q.  I  think  the  commiasion  would  like  to  know  how  it  was  possible  for  that  reduo- 
tlon. — A.  I  will  give  you  my  authority  for  the  statement.  I  was  mentioning  the 
policy  of  the  (jovernment  adopted  in  1892.  It  waa  apparently  deslgued  to  Airtber 
safeguard  ita  telegraph  revenuea,  and  led  to  the  purchase  of  the  telephone  trunk 
lines.  Now,  in  certain  places,  especially  in  London  and  GIbskow,  as  I  have  inti- 
mated, the  local  authorities  persistently  refuaed  to  permit  the  substitution  of  nnder- 
gronnd  for  overhead  wires,  and  the  company  was  therefore  unable  to  render  efficient 
and  satisfactory  service.  The  uumcrons  complaints  due  to  these  conditiona  led,  in 
1895,  to  the  appointment  of  a  aeleot  committee  of  the  Mouse  of  Commons  to  consider 
the  whole  qnestlon  of  local  telephone  service.  This  committee  took  a  very  large 
amount  of  evidence,  but  did  not  make  a  formal  report.  The  chairman  (the  then 
postmaster-general),  however,  submitted  a  draft  report  condemning  the  granting  of 
telephone  liceiises  to  municipalities. 

Jn  189T  another  inq^uiry  was  made  by  a  special  oommisaiouer  at  Glaagow,  the 
ntuuioipality  there  desiring  to  compete  with  the  company.  The  report  of  the  special 
oommisaionur  waa  against  the  municipality,  and  its  action  in  refusing  facilities  waa 
characterized  as  unreasonable  and  uuiusti  liable. 

In  18%  there  waa  still  another  inquiry  by  a  select  committee,  presided  over  by  the 
secretary  to  the  treasury.  In  the  report  of  this  committee  the  main  idea  seemed  to 
be  that  during  the  remaining  years  of  the  company's  license  (you  remember,  it 
oipiresin  1911)  the  State  should  endeavor  to  break  down  the  company's  bnsinesa  by 
competilion.  As  a  result  of  this,  in  1899  the  English  Parliaiueut  voted  the  necea- 
•ary  funds  to  enable  the  Government  to  begin  its  competilion  iu  London — vot«d 
£2,000,000 — and  empowered  the  postmaster- aeneral  to  grant-  licenses  to  mnoicipali- 
tiea.  There  waa,  however,  this  element  of  fairneaa  in  that  law.  It  was  stipulated 
that  whenever  the  postmaater-general  licensed  a  competitor  the  National  Company's 
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Uo«aa«  ahoald  be  extended  for  a  like  time.    Tbe  poet-offloe  1h  now  constructing  its 
plant,  uid  will  probably  begin  rendering  eervice  In  London  before  the  end  of  thia 
year.     Licenses  have  been  granted  to  some 
opened  an  eiobange,  bnt  tbe  moTemeut  bae  n 


"«. 


,  (By  Mr.  Parquhar  )  Was  it  dissatisfaction  in  respect  to  tbe  rate*  whicb 
caused  ttils  Ipgislation  on  tbe  part  of  ttie  British  Parltament,  or  tlie  laoli  of  service, 
or  what) — A.  Well,  both.  Tbe  serrice  was  eioeedingly  bad,  for  reasons  I  have 
stated,  and  altbongb  tbe  English  rates  are  always  said  to  be  very  low  by  people 
oomparing  with  tis,  there  waa  Jn-t  as  much  dissatisfaction  there,  and  far  uore, 
in  fact,  than  there  has  ever  been  over  here.  Yon  will  find  that,  to  1>o  true  almost 
•very  where,  because  the  general  pnbllc  has  aatnall;  known  so  little  about  the  details 
of  toe  telephone  bnsiness  that  they  have  erroneous  opinions  as  to  the  amoant  of 
profits  involved.  1  think  that  holds  there  as  well  as  anywhere  else.  Now,  this 
competition  in  London  will  not  be  on  eqnal  terms.  The  post-offlce  posseaaes  statn- 
tory  powers  to  run  lU  wires,  which  the  company  does  not  posaeas.  It  can  afford 
postal  facilities  to  its  anbacribers  and  deny  them  to  the  Rompany'a  subscribers,  and 
it  ia  takins  10  per  cent  of  ifai  rival's  receipts.  Now,  under  these  same  condiClona, 
as  1  have  already  pointed  out,  the  private  company  has  in  several  oases  outstripped 
tht)  Government  in  its  previoas  efforts  to  compete,  and  according  to  the  announce- 
ment mode  by  ofHoers  of  the  company  at  its  recent  annnaJ  meeting.  It  seems  to  be 
g[oing  forward  cheerfully.  Ite  atoekholders  have  voMd  funds  and  there  is  to  be  ui 
iDtereating  telephone  war  In  London.  Tbe  result  of  It  all  will  be  a  waste  of  capital 
and  great  public  iucoDvenieDce.  Jnst  exactly  what  the  finfJ  ontconie  will  be  uo  one 
can  tell. 

1  have  t«kon  a  great  deal  of  this  Infonnation  about  London  from  the  varioas 
leporte  of  the  eommitteee  that  I  have  referred  to,  and  I  have  taken  some  data  from 
a  oomraunicatiou  in  the  London  Times.  What  the  writer  of  that  communication, 
bi  Hummiug  up,  called  "the  mistakes  of  Government  respectlug  the  telephone, 
were  summarized  as  follows: 

1.  It  refuaetl  at  the  outset  to  acquire  the  patents. 

2.  It  Impeded  aud  harassed  the  companies  in  developine  the  enterprise. 
">.  It  favored  the  idea  of  unlimited  competition^  which  fait   ' 

.  It  acquired  a  portion  only  of  th 
lines— instead  of  the  whole  system. 

5.  Itbasalwayerefnsedthecompanieaadequatepowers for rnuning wires,  although 
two  committees  of  Parliament  have  recommended  that  snch  powers  be  granted. 

6.  It  has  now  reverted  to  the  old  policy  of  obstruotion,  conpled  with  an  unfair 
competition. 

Alter  this  summary  the  wrlt«r  adds: 

"  The  company  is  oonducting  a  public  service — the  growth  of  barely  20  years — 
which,  in  volnme  of  business,  is  more  than  five  times  greater  than  the  postal  tele- 
graph service  of  the  State,  and  tbe  wonder  is,  not  that  it  has  done  so  little,  but  that 
nnder  all  the  circumstances  it  hae  done  so  much." 

Now  a  similHr  policy  wjtb  respect  to  other  branches  of  the  electrical  industry  has 
been  followed  in  England.  Aa  to  this,  the  Evening  Post  of  New  York,  said,  editori- 
ally, day  before  yesterday: 

"Hr.  Arthur  Cbamberlsin  deolared  yesterday,  in  a  speech  at  the  meeting  of  a  large 
roannfaoturiDg  concern,  that  preemineooe  in  electrical  industry  bad  gone  to  the 
United  States,  because  it  hod  tieen  strangled  in  England  by  tbe  mlsobievons  activity 
of  the  home  office  and  the  local  boards.  Many  facta  supporting  this  contention  are 
brought  out  In  a  recent  communication  in  the  London  Times." 

While  speaking  on  this  jgeneral  subject  I  desire  to  make  a  few  references  respect- 
Ing  the  present  attitude  of  iut«lligent  public  opinion  in  England. 

In  an  article  entitled  "Official  obstmction  of  electric  progress,"  pttbliahed  in  the 
Nineteenth  Century  for  February  last,  Prof.  J.  A.  Fleming,  D.  Sc,  F.  B.  S.,  aft«r 
stating  at  length  the  story  of  the  relstlona  of  the  post-ofBce  and  the  telephone,  says : 
"  The  whole  fehavlor  of  the  post-olSco  toward  private  enterprise  in  telephony  dur- 
ing the  last  20  years  has  been  marked  by  in  consistency,  ineptitude,  and  want  of 
previaion.  "  "  ■  Its  procedure  ao  far  gives  no  warrant  foi  eipoctine  a  farseeing 
and  snoceaaful  bnainesB  policy.  •  •  •  The  chief  complaint  aguinat  the  telephone 
company  has  always  been  its  high  charges  to  nsera,  and  tbedilliculty  in  getting  con- 
nection. The  first  ia  partly  due  to  thr  imposition  of  tbe  10  per  cent  royalty,  which 
is  really  a  government  tax  on  telephony,  and  tbe  second  ia  partly  a  result  of  the 
opposition  of  the  post-offlce  to  the  titlitphone  company's  elfortatoseonre  proper  rights 
ofwayleaves.  "  •  -  The  total  royalty  paid  bytbe  National  Telephone  Company 
onditapredecessoranp  tothe30thof  September,  1900,  has  been  £1,081,490.  '  '  * 
Hence,  the  business  which  the  postal- telegraph  department  does  not  itself  conduct, 
but  only  taxes,  yields  it  a  handsome  protlti  the  bnsiueas  which  it  WM  formed  V> 

"^— «i  ™d.,Googlc 
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OHTy  oat  is  oondotsted  at  a  Iom.  ■  ■  ■  The  most  efrcctive  mDthod  of.  afflicting 
ftDy  depftrtmeQt  of  applied  scienoe  with  oresping  pnrnlyals  is  to  oonstitnte  it  a  gov- 
eramont  monopolj." 

After  reviewinfc  tbe  EncliBh  elBotric  lighting  acta  Professor  FleminR  states  that 
when  he  "  eiplaicied  to  Mr.  Edison  the  tiatnre  of  the  legislative  shackles  that  had 

'--ippliedtO'theliusinesac'-'-'-- .---«.__,... J- .u..  .,,-,=  ..^..,-v-j  j 

.__  .^claimed,  '  Whj,  they'vi  , .  ,  -. 

ways  enterprise  baa  been  simply  crippled,  and  adds :  "  We  fliid  now  that  we  h 
go  for  much  of  our  knowledge  and  for  many  of  our  materials  and  machines  to  the 
experienced  inventors  and  mannfactiirers  in  the  United  States.  They  are  past  mas- 
ters in  the  art;  we  are  just  learning  the  business."  Tlie  lack  of  development  in  these 
industries  is  oharged  almost  entirely  bv  the  diatinguisheJ  writer  to  purchase  claosea 
in  the  several  acts,  such  as  Professor  Farfions  auggetted  in  his  testimony  for  adop- 
tion in  this  country,  Speaking  of  municipal  opposition  to  the  supply  of  electnc 
energy  in  bulk,  as  it  is  called,  he  says;  "Private  businesses  liave  to  tukeall  the  risk! 
of  injury  by  competition  or  improvemeuts,  and  the  titl«sl  survive.  But  when  a 
mnnicipal  corporation  goes  into  l)iiBinese  with  a  capita)  borrowed  on  its  ratos,  its 
tendency  is  to  oppost^  all  progress  which  may  conflict  with  its  own  Immediate  profit^ 
andtocr^ontfurapro1«ctiontomiinicipal  trading  not  granted  to  private enterprlae.'* 

Snmming  up  be  says:  "Uue  answer,  therefore,  that  is  suggested  to  tbe  ([ueetion 
wby  electnc  invention  goes  slowly  in  Oreat  Britain,  is  that  the  legislation  of  the 
last  ^  years  has  put  the  control  of  Ite  results  largely  iiitu  ibe  hands  of  imperial  and 
municipal  oQIcials.  •  ■■  -  Hente,  if  electrical  invention  is  not  to  languish  in 
Qreat  Britain,  some  reforms  seem  necessary.  Public  opinion  must  be  bronght  to 
bear  more  strongly  through  the  pcees  and  Parliament  upon  tbe  adm  in  i  strati  on  of. 
imperial  am!  local  governmental  [tepiirtnients,  which  are  in  tbe  praotioal  control  of 
electrical  monopolies.  The  cnudnot  of  ninnicipal  bodies  to  new  electrical  enter- 
prises must  be  continually  critti^ised." 

At  a  recent  meeting  of  thrt  Institution  of  Eleottical  Engineera  a  paper  was  read 
by  Mr.  Wiiliani  L.  Mitdgen,  in  which  hs  snys:  "  Ever.y  article  on  tlie  subjert  (elec- 
tricity I  in  tiiK  inagnnines  anil  daily  press,  and  thny  have  been  many,  appears  to 
bewail  tbe  backnardneas  of  this  country  in  electrical  enterprises,  '  '  '  and  it 
seenia  full  time  thut  steps  slionld  be  taken  to  place  the  responsibility  for  onr  back- 
wardnesH  where  it  belongs.  >  *  •  \Ve  have  no  feeling  bnt  cordial  good  will  for 
tbose  frimide  abroad  who  have  made  our  visit  sn  pleasant  and  instructive,  hut  the 
reliectiiiua  of  many  of  us  ou  onr  return  have  been  those  of  indign*tion  at  the 
obstacles  set  in  tbe  path  of  our  industry  by  the  governing  bodies  of  this  country 
and  of  rcsentuieut  at  tbe  wretched  wuste  of  energy  and  onterprise  which  they  bave 
oci-asioned.  *  '  '  It  (the  lack  of  progress)  is  due  in  the  first  plsce  to  silly  leg- 
ishitiun  by  Parjiaiiientand  toobstrnctiun  by  the  numeraur<  local  authorities  intrusted 
with  arblTnir^  powers.  In  the  second  place,  it  is  due  to  a  class  of  quasi  officials 
and  their  asHOC^aCes  to  whose  direct  monetary  advantage  it  is  that  an  opposition 
abonid  lie  entered  to  every  project  iu  which  tliey  are  not  employed.  There  may  be 
contributory  manses,  but  to  these  and  others  that  dow  from  them  our  chief  diffioul- 
tiesniay  be  assigned," 

In  this  paper  unit  tbe  disoussicm  which  followed  its  reading^  as  report«d  in  the 
Jonmal  of  the  instituUnn  for  April  list,  there  is  a  full  and  Incid  exposition  of  this 
whole  ijuestlon,  inclading  electric  llijhting,  traction,  power,  and  the  telephone. 
Hen  justly  eminent  throiigbout  civilization  for  their  seientilic  attainments — the 
very  men  who  should  be  and  doubtless  aru  best  informed  on  the  subject — took  part 
In  ttiat  discusaion. 

Time  will  not  t>ermit  me  to  read  eitrocts  from  this  report.  It  shows  througbnnt 
an  intense  fi'eliug  of  humiliation  over  the  condition  uf  the  various  branches  of  tbe 
electrical  Industry  in  England  and  apractical  unanimity  on  the  question  of  renpoh 
BiUility,  filing  it  upou  unwise  legislation— along  the  exact  lines  which  Professor 
Parsons  recommends  for  this  country — and  mnnicipal  obstruction,  Mr.  Atberley 
Jooos,  M.  p.,  present  by  Invitation,  took  occasion  to  say:  ''We  bave  perhaps  coddled 
our  municipalities  a  little  too  much.  We  have  recognized  by  recent  legislation  tbat 
the  cbens board  system — if  I  may  usu  the  ex])resaion — cif  local  ^ovKrnnient  is  not  thai 
which,  in  certain  directions,  is  best  suited  lo  serve  the  public  benefit.  •  •  •  We 
hud  tbat  one  of  the  greatest  hindrances,  probably,  to  the  development  of  electricftl 
enterprise,  iu  traction  or  in  ll^htiu}:,  hax  been  the  veto,  which  can  be  exercised  by 
local  authorities  over  the  private  enterprise.     That,  I  tbink,  will  be  ramoved." 

A  member  of  tbe  institution,  an  officer  of  the  Kational  Telephone  Company,  said : 
"I  have  befn  figlitiiig  the  opposition  (Government)  for  many  years  and  I  havt  never 
yet  been  beaten  nu  eqnal  terms,  and  I  bave  never  lieen  beaten  on  unei|ual  terms — 
vcrynnequai  terms  iu  many  cases.  Tbe  whole  point  of  the  matter  is,  thus,  eiiuality. 
*  The  history  of  tbe  telephone  branch  of  electrical  engineering  is  a  history 

of  one  long  light  liy  the  companies  to  be  allowed  to  serve  the  public."  Ho  tben 
VtatM  this  hletory  very  fully.  .  , 
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ReplyiDg  to  tbifi  speaker  t]i«  head  of  the  engineering  branoli  of  the  Oovemment's 
ilegrnph  and  telefihoDiidepartinent  need  theeeslgDiGoant  ivorda:  *  ■  ■  "In&ot- 
>-i  »B  the  post- office  has  it  ie  reallj  pro  teo  ting  the  rishta  of  the  Government  under  the 
'tlp};raph  acts.  Those  acta  trere  paased  as  the  resiiTt  of  a  pahlio  demniid  pressed  on 
lie  liovernment,  and  the;  were  carried  b;  Parliament  in  response  to  those  demands, 
uy  aiibseituent  action,  whether  the  action  of  the  committee  of  the  Honse  of  Com- 
lons,  of  the  House  of  Commons,  or  of  the  post-office  itself,  is  the  lesult,  generally 
|>e!tking,  of  public  pressure."  He  said  nothing  whatever  in  JiistiHcationof  the  action 
f  the  post-otflcc  except  that  it  wus  "to  meet  the  demands  of  the  pnblic." 

Thnsitwiil  lie  observed  that  among  intelligent  Knglishmen  the  sad  results  of 
ii)>erial  aod  municipal  cootrol  of  the  electrioal  iudtistry,  in  all  ite  branohne,  are 
learly  recogni/.ed  an<l  that  alreuily  strong  forces  have  been  set  in  motion  to  remove 
lie  sbackles  placed  upon  it  by  misguided  public  opinion. 

Now,  on  the  whole,  considering  these  handicaps  that  I  have  mentioned,  the  ilovel- 
pmeDt  in  Great  Britain  has  been  far  in  excess  of  that  attained  on  tlie  Continent 
nd«T  government  or  municipal  ownership.  On  January  1,  IHOl,  London,  with  a 
iipnliition  of  5,633,000,  had  11,111  telephones:  that  is,  7  per  thoosanil ;  New  York, 

itb  a  popnlation  of  2, 050,000,  had  54,647;  per  thousand,  26.  Among  Eiiropeun  cities 
f  itx  claHs  Loudon's  development  is  e:<cecded  only  bv  that  of  Bemh,  una  in  Berlin 
'«  saw  how  the  rate  policy  of  the  Government  bad  developed  the  buBincsa  at  the 
xpenaeof  the  other  imperial  revenues. 

The  rates,  generally  speahiug,  in  England,  are  fiat.  The  Par liHraentary  committee 
t  IK1I8,  reported  in  favor  of  message  rates.  I  will  read  an  extract  ftom  the 
viilence  of  Mr,  W.  K.  L.  Oaine,  before  the  select  committee  of  the  House.  He  is 
ener.ll  mannger  of  th"  National  Telephone  Company.  He  says:  "I  think  we  have 
een  wrong  [in  ailopting  flat  riitee]  from  the  very  com  men  emcnt;  andnearlj;  every 
ther  country  has  been  wrong.  America  hag  rec:tifled  this.  In  New  York,  in  par- 
icular,  thej  hiive  been  very  siiccessfiit  in  bringing  the  message  rate  into  operation." 

This  committee  took  a  great  deal  of  evidence  and  made  a  very  votumious  report. 
t  gathered  information  trom  the  consular  service  reports  from  practically  all  over 
be  world  respectiug  telephone  conditions,  and  it  said  respecting  mesHaEe  rates: 

"The  present  subscription  system,  with  the  subscriber's  right  of  unhmiterl  user, 
lenns  this;  Tliat  jiersous  who  are  rich  enough  to  pay  a  fixed  annual  sum  und  wlio 
He  the  telephone  siifficiently  often  to  find  snch  a  payment  advantageons  to  them- 
Hlvex,  whose  correspondents  also  pay  a  similar  sum  and  nse  the  servic  n  with 
iinilar  freiiuenc^,  can  alone  or  almost  alone  avail  themselves  of  this  mode  of  oom- 
iniiication.  It  IS  jnst  as  if  tlie  post-office  should  decide  to  dispatch  telegrams  only 
rem  persons  paying  an  anntial  subscription,  and  to  allow  such  persons  on  payment 
f  their  sobscriptions  to  diapatch  without  forther  charge  any  number  of  telegrams, 
equiring  at  the  same  time  that  telegrams  should  be  addressed  only  to  persona  oon- 
ei'led  with  the  p<ist-ol!ice  telegrapbH  by  priTate  wires. 

"  Mr.  Gaine,  the  general  manager  of  the  National  Telephone  Company,  admitted 
o  yonr  committee  that  the  system  of  limiting  the  service  almost  wholly  to  subscrib- 
rs  and  giving  to  encb  subscriber  an  unlimited  ase— a  system  which  is  universal  in 
Lis  i-ounlry  and  Is  adopted  to  a  large  extent  abroad— haa  been  b:iseil  ttom  the  first 
n  a  wrong  principle." 

The  London  rntea,  as  1  aaid,  are  flat.  The  rates  arc,  direct  tine,  business  SIM): 
esiilenco  MiO  a  year,  with  diecoauts  for  lons-tenn  contracts,  Tn  comparing,  I  shall 
we  the  rates  under  one-year  contracts.  The  payments  are  annual,  in  advance,  in 
..ondon ;  in  New  York,  monthly,  in  advance.  The  National  CompBn,\'  has  a  very 
ar^ie  I'tiuil  which  it  carries  forward  from  time  to  time  as  rentals  paid  in  advance.  Its 
.iiiiual  statement  at  the  close  of  last  year  showed  $3,840,0(K>  carried  forwani  in  that 
kccount.  The  exact  amount  for  London  is  not  stated,  but  the  interest  on  sooh  a 
tind  would  be  an  item  worth  considering  In  any  comparison.  1  liave  no  means  of 
ellmg  exactly  what  the  average  rate  in  London  in,  but  taking  their  pablished 
tatcmcnta.  showing  th*  number  of  stations  thev  have,  the  number  of  lines  they 
inve  in  service,  and  taking  their  iiubtished  tariff  books,  as  near  as  I  can  get  at  it, 
111'  average  rate  in  London — and  T  think  it  is  a  very  conservative  statement— 
ipproxim8tes$72.  Now,  as  1  have  shown  yon,  the  averaf-e  riiio  in  New  York  13*85. 
The  one  item  of  wages  alone,  iuiiHmiioh  as  our  wages  exceed  tlieii-s,  on  »u  average, 
>y  100  |>cr  cent,  is  enough  in  itself  to  account  for  the  dift'eiciicc  l>etween  tliese  aver- 
me  rates.  There  is  another  important  point.  One  might  urge  that  with  a  flat  rate, 
in  unlimited  user,  as  you  put  it,  the  sabscriber  gets  more  for  his  money  than  where 
.he  message  rate  is  applied;  and  that,  therefore,  in  London  for  $T2  the  man  would 
le  getting  more  than  he  would  in  New  York  for  985.  Now,  tmquestionably,  iniposing 
t  .liarge  on  each  message  limit*  the  number  of  mesfiages  that  are  sent.  That  is 
iiimnn  natnie.  It  eliminates,  generally  speaking,  all  frivolous  convemation,  the 
iniulportant  use  of  the  telephone  to  make  appointments  for  to-morrow  or  to  disonss 
:lie  episodes  of  last  night,  and  so  on ;  and  there  is  a  red  nctioD,  perhaps,  of  20  l4>  30 
l>er  oeni  in  the  average  traflSc,  where  each  talk  is  chanced  for.    That  is  offtet  by^^^v^  |i 
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excellenoeofMrrice,  which  makes  the  serrioe  railed  apon  for  moat  importftnt  truu- 
aotions.  In  New  York,  for  instano«,  most  importaDt  trkasaotione — transactions  in 
stocks  and  important  matten  of  sU  sorW'-are  trans&ctecl  by  telephoDe,  withont 
an;  hesitation  whateveT.  The  service  is  so  permanent,  reliable,  Bad  anick,  that  it 
is  rerj  generally  relied  on.  Now,  the  Loudon  service  ia  not  so  geuerall;  relied  on, 
because  of  its  inferiority,  which  is  dne,  I  repeat,  in  my  opinion,  largelj-  to  tbemanio- 
ipal  refnsal  to  permit  uiem  to  pnt  in  a  plant  that  ia  absolutely  nec:eat(ary  to  render 
efficient  service,  and  also  due  to  the  fact  that  their  system  in  nmaller  than  oaTs.  I 
have  already  given  yoa  flsiires  showing  that  oar  system  is  larjier  than  theirs.  We 
find  that  the  greater  reliability  of  the  service  and  the  larger  system  draw  out  Jnst 
as  muohtratfic  per  station  as  they  have  In  London,  the  figures  showing  that  the  aver- 
age traffic  in  the  two  places  is  about  the  same.  Therefore,  you  have  about  the  same 
amount  of  traffic  in  Xew  York  that  yon  have  in  London,  in  the  one  place  for  $85  and 
in  the  other  place  for  972.     I  think  the  comparison  very  favorable  to  New  York. 

Q.  (By  Mr.  Litchman.)  When  you  say  yon  have  the  same  service,  do  yon  mean 
that  there  are  thesame  nnmber  of  persons  per  telephone  io  Loudon  asin  New  York  f— 
A.  I  say  that  the  number  of  talks  per  station  is  just  as  great  in  New  York  as  in 
London,  notwit;  standing  that  in  Now  York  we  charge  for  oiich  talk,  while  in  Lon- 
don the  charge  is  the  same  whether  the  talks  arc  many  or  few.  I  am  offering  these 
facts  to  show  that  while  the  average  ral«  in  the  two  places  does  not  differ  very 
mnch,  the  average  man  in  New  York  gets  just  as  much  service  as  tbe  average  man  in 

(j.  .By  Mr.  Kenkbdt.]  While  you  are  making  a  comparison  of  that  sort,  I  wonld 
like  to  ask  yon  if  you  have  prepared  a  comparison  in  regard  to  long-distance  rat«e. 
I  se  )  that  there  are  some  remarkable  statements  in  testimany  here  in  regard  to  long- 
dis'.anoe  rates. — A.  1  have  endeavored  to  cootlDe  myself  to  the  conilitions  in  the  large 
B,  BO  far  as  possible,  and  while  I  think  that  the  differences  in  oonditiouB  would 
unt  for  any  apparent  differences  in  long-distance  rates,  I  think  I  should  leave 
that  for  Mr.  Hall,  who  I  nnderBtand  will  cover  that  in  his  testimony. 

Q.  It  has  been  stated  before  this  commisHion  that  long-diBt«iice  rates  are  lower  In 
Europe  than  in  this  country.  It  was  stated  that  from  New  York  to  Philadelphia, 
137  miles,  the  day  rate  is  S1.25  for  5  minutes,  while  in  England,  the  rate  would  be 
48  cents  for  the  same  distance;  in  Franoe,  30  cents.  That  IB  a  remarkable  disparity 
in  rates. — A.  Yes;  it  is  a  remarkable  apparent  disparity.  I  do  not  know  that  tbe 
ffffures  are  correct.  As  I  say.  I  have  not  undertaken  to  disrnss  this  question  of  long- 
distance traffic,  fur  the  reason  stated.  I  am  not  oonnected  with  the  long-distance 
company  in  any  way  whatever,  and,  as  1  understand  it,  Mr.  Hall  is  to  give  yon  full 
information  on  that  point.  From  my  observations,  howevpr.  Iioth  in  Europe  and 
in  this  country,  I  think  a  careful  inquiry  into  the  question  would  natisfy  anj'  reason- 
able fierson  that  the  differences  between  the  two  countries  are  more  apparent  than 
real,  as  I  am  showing  you  on  the  question  of  exchange  ratwi. 

(j.  (By  Mr.  Clarkic.)  Are  you  able  to  state  how  many  private  companies  were 
amalgamated  to  form  the  National  Telephone  Company! — A.  T  do  not  know  that. 

Q.  Was  there  any  objection  raised  among  the  people  to  the  formation  of  the 
National  Telephone  Company,  on  tlie  |;roana  that  it  wan  in  the  nature  of  what  we 
call  a  trusti— A.  Not  that  I  ever  heard  of 

(j.  Have  there  been  any  public  evils  or  had  consoqaeDces  fcom  the  formation  of 
that  company  1 — A.  Not  that  I  have  observed,  as  brought  ont  in  any  of  these  parlia- 
mentary inquiries,  unless  you  would  say  that  the  general  dissatisfaction  with  the 
rates  and  service  in  Great  Britain,  which  led  to  the  enactment  of  the  law  of  1899, 
eonlil  be  so  construed. 

Q.  Suppose  *the  Government  were  nut  competing  with  this  company,  is  it  yonr 
opinion  that  the  company  would  make  its  rates  as  reasonable  as  they  are  now  f — 
A.  I  hardly  know  what  the  comp:iiiy  would  do,  because  1  am  not  connected  with  its 
management,  but  I  think  a  wise  polity  on  the  part  of  the  company  would  be  to 
make  rates  Just  as  good  as  those  it  now  offers,  it^  not  considerably  better.  I  agree 
with  the  parliamentary  committee  entirely  as  to  the  wisdom  of  hai ' 
plan  in  London.  Tbe  company's  rates  were  adopted  before  the  Gove 
petition  was  commenced.  Let  me  make  another  comparison,  though,  before  I  leave 
thequeBtion  of  Lorn  I  on  rates,  because  we  so  often  hear  of  great  discrepancies  between 
New  York  and  London  rates.  The  London  Sat  tiusiness  rate,  annual  contract,  isSlOO. 
Now,  thatie  for  a  direct-line  station,  eliminating  all  extras,  all  supple  mentals.  Now, 
oar  New  York  measured-Ber vice  direct-line  average  rate  was $102  at  the  beginning  of 
the  year.  There  are  more  measured-service  direct  lines  in  New  York  than  there  are 
direct  lines  in  London,  so  that  there  we  have  another  comparison  favorable  to  New 
York- 

.  Ci.  [By  Mr.  Litchman.)  Will  you  kindly  explain  that  a  little  more  rteHnitelyf  I 
,do  not  nuderstand  what  you  mean  by  direct  line. — A.  We  call  a  direct  line  one  that 
i«  exclusively  fur  the  use  of  a  particular  sabscriber.  If  a  line  rune  direct  from  Tonr 
,Sla^B  to  the  central  offloe,  and  no  other  anbserlber's  station  is  attached  to  that  line, 
we  oall  that  a  direct  line. 
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Q.  (ByMr.  Fakqitbak.)  Id  tIiereklar);A{iicr«Mein  theocqairemeutof  tti«8«iUrect 
Itnea  now  by  ■nbBcriberBf — A.  A  large  increasel 

Q.  Yes;  demaDd  for  ilirect  line. — A.  Our  growth  consiBta  almobt  entirely  of  direct 
lines  in  New  York.  <)d  the  qneation  of  waf^,  Mr.  ForbM,  pnwiideiit  of  tbe  National 
Telephone  Company,  teatiflea  tiefure  the  select  committee  of  the  Mouse  of  Commong, 
in  ltJ96,  that  the  waxen  of  the  oompany's  operatoni  varied  from  .'•  shillinga  (for  nnileT- 
•tndiea)  np  to  17  sbTllinira  per  week;  lady  au peri nten dents  about  ii gniiieas per  week; 
wiremen  6  Bbillinics  a  day.  The  testimony  taken  at  the  OlaB^ow  inqair;  in  1697 
showed  tihe  average  pay  per  week  for  the  National  Telephone  Company's  operators 
In  that  city  to bern.  M.  The  Lioudon  wages  may  bave  been  increased  since  1895, 
bnt  conRideriog  the  rulinK  rates  then  and  now  fot  all  clnaseit  ol'  labor  in  London,  it 
Is  safe  to  say  tbut  the  increase,  if  any,  oan  not  have  been  Kreat.  These  rates  of  pay, 
with  a  reasonable  allowance  for  iucrnases,  compared  with  those  already  mentioned 
for  New  York,  ehow  that  the  statement  that  New  York  wages  average  donble  those 
in  London  is  very  conserviitive. 

Considering  the  extent  to  which  labor  enters  Into  the  cost  of  service,  diiTerences  in 
wages,  rents,  transportation  ciiate,  etc.,  there  should  lie  a  greater  dilTerenre,  per- 
haps, between  the  New  Xork  and  London  rate  in  favor  of  New  York ;  but,  in  fairness, 
London  is  entitled  to  a  cooaideratiun  of  the  fact  that  it  pays  a  heavy  royalty  of  10 
«r  cent  to  the  Govern nieiit,  and  that  the  cost  of  the  service  is  largely  increased 
>y  the  obstrnctive  policy  of  the  mnuioipal  eovemment.     Hnch  that  in  New  York 
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we  are  enabled  ont  of  riur  earniuEs  to  pa;  to  labor  in  the  way  of  wages  go*'s  In  Lon- 
don to  the  lioremmeiit  in  the  shape  of  royalty,  or  is  wssted  through  opposition  of 
tbemnDlciiialiCy. 

In  (he  Si'undiiiavian  cities  we  have  a  demonstiation  of  what  can  be  accomplished, 
«Ten  on  Eumpean  soil,  by  private  en terpri.se,  notwithstanding  tbeembarraHsmenteoi 
govern  mental  and  municipal  inCerferenre  and  oppoaition.  'I'he  sitnatiun  in  these 
cities  has  lieen  greatly  misunderstood  by  those  who  have  not  stndletl  it  very  care- 
ftilly.  Copenhagen  and  suborlis  is  operated  by  a  private  company.  Copenhagen  is 
one  of  the  best  telephoned  cities  in  Europe.  It  has  a  popnlation  of  31^.859;  it  has 
]6,311  telephonea,  or  id  per  thousand.  San  t-'rancisoo,  nowever,  with  a  popalation 
of  342,782,  has  21,324  ti^lepboiies,  or  62  per  tboasand.  All  these  are  llrst  of  the  year 
figures.  Theaetvice  and  facilities  here  are  far  in  advance  of  all  Continental  coun- 
tries, except  Sweden.  Id  Copenhagen  the  residence  rate  is  $'27;  busiiieas  rates, 
932.40  to  948.60  per  year;  message  rates,  $13  per  year,  up.  akillod  operators  are 
paid  ftvm  $2  to  a  little  over  t3  ]ier  week ;  linenien,  about  96.70  per  week.  So  far  as 
the  plant  is  concerned,  Copeiibagen  is  chieil^v  on  the  single  over liead-w ire  plan.  It 
Is  now  being  gradnally  changed  to  melallio  circuit,  underfcround.  The  central  office 
plant  is  somewhat  ont  of  date,  but  plans  for  a  new  butldiug  and  new  equipmenta 
are  now  ander  way. 

Notwithstanding  these  excellent  conditions  under  private  ownership,  the  Govern- 
ment in  IS^Sassniued  control  of  the  telephone  business,  and  licensed  the  company  for  20 
years  longer,  reserving  the  power  to  fl\  the  ratesevery  5  yearn.  In  1899,  the  Government 
fixed  the  rates  which  1  hnve  mentioned,  and  these  are  sliRhtly  Inwer  than  the  rates 
which  obtaiued  priur  to  that  timi^.  To  compersute  the  company  for  this  reduction, 
the  Oovemment  relieved  it  of  the  payment  of  a  compensation  to  the  municipality 
(trevionsly  paid;  freed  it  from  all  riglits-ol'-way  charges,  even  in  the  case  of  owners 
of  private  property;  gave  it  protection  f>om  all  users  of  high- tension  carrents;  and, 
in  S0D3e  ways,  gave  the  company  the  same  advantages  that  ustinlly  accrue  to  a  Enro- 
pean  State. 

By  comparing  these  facts  with  those  stated  hh  to  other  European  places,  wb  see 
that  the  l)eat  oonditlons  thus  far  cnmniented  on  exist  at  Copenhagen,  where  until 
yery  recently  the  industry  was  left  to  privnie  enterprise  with  bat  tittle  interference. 
Moreover,  considering  the  relative  purchitsing  power  of  money  lu  the  cities  of  even 
rank  in  this  conntry  and  in  Copenhagen,  tiie  rates  in  the  Danish  city  are  relatively 
M  high  as  those  in  the  American  cities. 

SwrdtH.—The  Swedish  Government  has  no  monopoly  by  law  of  either  telegraphs 
ot  telephones,  but  bsa  the  advantage  of  excfusive  rights  over  State  highways. 
Except  in  Stockholm,  the  industry  is  now  conducted  by  the  State  exclnsively. 

Stockholm  has  the  largest  development  among  cities  of  its  class  in  Knrope  or 
America,  encept,  poeaibly,  San  Francisco.  On  January  1, 1901,  with  a  population  of 
320,000,  it  bad  22,000  telephones,  or  over  69  per  tbonsand.  The  3an  Francisco  figure 
I  have  already  mentioned,  but  San  Francisco  baa  since  been  making  soch  rapid 
atrides  that  now  it  is  perhaps  ahead  of  Stockholm. 

Q,  (By  Mr.  Litciiman.)  Ho  I  nnderstond  you  that  Stockholm  has  not  a  public 
system!— A.  There  is  a  public  system  and  a  private  system,  which  have  biien  in 
active  competition  since  1890.  The  business  is  chiefly  in  the  hands  of  the  private 
company,  its  stations  numbering  at  least  two  to  the  State's  one.  Usually  the  devel- 
opment in  Stockholm  is  attributed  to  the  Government,  and  generally  popular  writers, 
by  ignoring  the  existence  of  the  private  company  and  by  referring  only  to  the  State, 
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lead  tbe  public  far  ftom  the  truth.  Even  Profeasor  Parsons,  a  stadent  of  the  lult 
Ject,  ae  I  uii<1eTBtand  his  testiniODy,  seomB  to  hiivo  imly  cunfnted  information  abont 
the  oonditloDH.  As  I  reineiiiber  it,  lie  speiikH  of  the  cotidttiuiM  as  if  tlie^  were  pro- 
duc«d  by  the  ISt-ati^  anyone  reniline  bin  teHtimony  wonid  ({it  thiLt  injprfaaiou.  There 
has  been  verj'  artive  (ompetitiOQ  bctweeu  tlie  privaie  manaKemHUt  unil  the  .State. 
liiB  Slate  haH  no  munopoly  under  tbe  law,  but  it  has  obtained  coutml  of  tbe  busi- 
ness in  all  parte  i>f  Sweden,  except  in  Stockliolni  and  ita  Bubnrbt).  It  coutrols  tbe 
iDtarurban  lines,  uud  it  has  been  in  very  strong  aumpetition  with  the  private  com- 
pany In  Stookbolui. 

On  visiting  .Stockholm  one  is  impressed  by  tbe  beaaty  of  the  uity,  the  substantiat 
ohaiacter  of  its  buildings,  the  activity  of  itH  people,  and  above  itll  by  the  <'heapnet« 
of  things.  Hn  this  matttir  of  chuapnpas  1  shall  present  a  few  details  to  serve  ae 
illustrations.  Tbo  present  American  niiuister  at  Stockholm,  Mr.  W.  W.  Tbonms, 
who  has  spent  the  greater  pari  of  40  years  in  Swi'ilen  representing  our  Government 
in  various  capai^ities,  has  written  a  book  on  Sweden  an<l  the  Swedes,  from  whiih  I 
shall  read  a  few  ex  traits: 

"The  Swedes  in  the  cities  live  in  flats.  You  will  lind  few  families  in  Stockholm 
oocnpying  a  wbolu  bousu.  ■  ■  •  Many  bachelors  and  some  families,  too,  in 
StooKholiii,  dine  lit  tbe  restaurants,  of  whleli  there  nre  many  in  the  city,  and  all 
of  them  good.  Special  arrangements  may  l>e  maile  by  tbe  month,  whiob  are  very 
cheap.  '  *  '  Tht^Swedixhservaut  girls  are  iidmittedly' the  best  in  the  world. 
They  are  kind,  obliging,  polite,  neat,  skilllul,  and  seem  to  have  tbelr  employer's 
interests  at  heart.  They  usually  do  the  marketing,  and  wilt  procure  mnch  more 
with  the  money  given  them  than  yon  could  get  fur  yourself.  Tliey  buy  vegetnbiM, 
ftuits,  meats,  and  lish  on  the  open  sqiiares  and  market  placi'S,  not  unfri![|uenlly  at 
first  band  from  the  coniitry  people,  and  cheerfully  lug  lionie  their  20  or  30  pounds  of 
purchases  in  liirgn  brown  baskets.  They  work,  tf>o,  for  what  would  seem  to  as  in 
America  to  be  vi'ty  small  »u;.'ce.  Tbe  uvernge  pay  of  a  brat  girl  or  cook  in  the 
oitiee  of  Sweden  is  75  cents  u  week,  and  of  a  houHeniaid  iJO  cents.  They  expert,  also, 
Co  receive  a  preneut  of  10  crowns  ($2.70)  and  a  new  drees  at  Christmas  and  10  crowns 
atmidsiimuier)  and  besides,  tlii^y  receive alittlegratnity  nowaud  again  froia  guests 
who  visit  the  bouse,  butuutbiug  more.  The  servant  girls  do  not  hire  out  by  the 
we(>k,  as  with  ns.  They  engage  bv  the  year,  or  possibly  for  6  months,  but  rarely  for 
ssborter  lime.  '  *  *  1  once  Mailed  u  friend,  a  captain  in  the  Swedish  army,  in 
the  interior  uf  Sweden.  His  wife  was  an  invalid,  and  his  entab  lish  men  t  w&a  con- 
ducted  by  a  moat  excellent  huusekiieper.  Hei  salary,  I  found  oat,  was  100  crowns 
(827)  a  year." 

Speakin|i:  of  insnriug  his  famiture  for  a  year  at  50  ceutn  per  $1,000,  a  preminm  of 
one^twentieth  of  1  per  cent,  he  comments  that  be  bad  insured  hie  office  fiimitnrc.  in 
what  we  call  a  tirat-t'luHS  brick  building  in  America,  a  fen  monlbs  before  at  1  per 
cent  per  annum,  exactly  20  tioieH  the  Swedish  rate,  and  adds:  "Tbis  was  a  rK< ela- 
tion in  insurnnce.  The  subject  wiis  iuteresting.  I  looked  further  into  it.  1  found 
the  premium  on  tirat-elaNa  buildings,  though  higher  than  on  personal  property,  was 
only  75  oents  on  $1,000  a  year.  However,  by  piiying  $17.50  on  *I,0tKI  you  may  insure 
7onr  house  forever,  snil  not  only  tbe  particular  house  now  atnudiDg,  but  alt  tlrst* 
class  bonses  that  may  lie  built  on  the  same  lot  to  replace  it  iind  its  suocessorf  to  tbe 
end  of  time ;  that  is,  tbe  sum  an  American  pays  to  insure  his  dwflliag  for  2  years 
will  enable  a  Swede  to  insui-e  his  Stockholm  house  forever.  -  •  ■  'llie  t^wedea 
are  very  economical  and  eiiielul  of  everything.  Skim  milk  is  regularly  carted 
through  the  city  in  buttles  and  sold.  The  blood  of  slaughtered  unimals  is  saved  and 
nse<l  in  making  soups  and  puddiugs." 

Speaking  of  phjsiciiins,  whom  be  characlerizes  as  skillful,  highly  educated,  and 
most  honorable  gentlemen,  he  says  they  "do  not  make  uut  or  send  in  any  bill  to 
their  patients.  What  you  pay  yunr  diii'tor  is  entirety  optional  with  yoursslf."  The 
custom,  Mr.  Thoniati  states,  ii  to  send  for  a  year's  aervices  an  amount  ranging  Ax>ni 
$27  to  $13.5,  according  to  the  iiositinn  of  the  fiimily  In  society. 

In  a  personal  conversation,  Mr.  Tbuman  informed  me  that  the  pay  of  a  polioeman 
In  Stuekholm  was  ^21. 60  a  mouth,  and  that  uf  a  private  in  the  Swedish  army  was  10 
ore  (2.7  cents)  a  day,  w  ith  subsistence  and  uniform.  The  legal  cab  fare  in  Stockholm 
is  fbom  13^  cents  upward,  according  tu  distance,  while  in  New  Vork  the  ininimam 
charge  is  30  cents.  The  legal  fare  lor  a  ride  of  i  miles  in  Stockholm  is  53  osute,  and 
In  New  Vork  $2. 

In  "Railroad  Transportation"  President  Hadley  refers  to  Sweden  as  "the  only 
oonutry  whose  railroads  have  cost  anything  like  as  low  a  figure"  as  $30,000  pel 
mile,  and  says  "  land,  lahor,  and  materia)  are  all  exceedingly  cfaeftp."    In  the  tele- 

K'  one  company's  servjce  skilleil  operators  are  paid  from  $l.!lS  to  $2.92  per  week; 
emeu  and  mecbauica  about  $6,  and  foremen  about  $N.:iO  per  week. 
Tbe  company  bos  in  its  entire  territory  in  and  around  Stockholm  27,347  stutiona 
and  673  employees;  i.  e.,  one  employee  for  47  stations.     In  New  York  the  figures  men- 
tioned woiK  oat  one  employee  foe  IT  sCAtioos.    These  Uf  ores  are  very  Bigaifloant. 
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In  view  of  th«M  varions  facta  ehowing  the  conditions  of  living  and  the  obeapness 
of  thiaK*  in  geiierKl,  ire  gboald  expect  nnder  normal  conditious  to  find  telephoDe 
ratoH  that  to  ue  would  appear  to  be  Tory  low.  But  the  conditions  fki«  not  normal. 
The  bitter  competition  between  the  private  company  and  the  Government  has  created 
conilltiouB  which  make  it  quite  nuaafe  to  take  any  ratee  that  we  may  find  in  Stock- 
■     ■         ■    lelsei  ■  


n  of  what  should  be  expected  elsewhere,  even  were  it  possible 

icea  for  any  differences  that  miitht  aS'eot  the  relative  coats  of  ren- 

derinK  the  aerrioe.     On  this  point  i  qnote  from  the  oSBcial  report  of  the  director  of 


make  due  allowances  for  any  differences  that  miitht  aS'eot  the  relative 
the  aerrioe.  On  this  point  1  qnote  from  the  oSBcial  report  of  th 
inicipal  telephone  industry  at  Amsterdam,  made  in  BCptember,  1698,  after  ■ 


thorougli  investigation  of  the  subject  on  the  ground:  "It  is  plain  that  the  e: 
dinary  development  of  the  telephone  at  Htockhulm  la  the  resnlt  of  the  sacriGcea 
which  are  maite  by  tlie  Kingdom  as  well  as  by  the  AUmanua  Company,  and  we  may 
also  add  that,  aocurding  to  thestatement  of  Mr.  Hnltnmn,  the  shares  of  the  compauy 
are  held  prinoipaily  liy  the  wealthy  director,  Mr.  ErlcMou,  the  mauufnotaret,  who, 
after  post  years  cif  prufltablfl  enterprise,  wuold  now  be  satisfied  with  little  or  no 
interest,  in  order  to  nustaiu  the  battle  with  the  TJiivernment.  For  telephone  unter- 
priaea  which  have  to  find  the  inouey  themselves,  and  have  to  work,  as  a  rule,  at  the 
same  time  uuder  leas  favorable  local  conditions,  the  nntque  position  of  the  telephone 
at  Stockholm  can  hardly  he  cited  as  an  example." 

That  the  riktes  are  too  low  even  for  Sweden,  and  that  competition  works  in  all 
waya  unfavorably,  are  abowti  by  the  following  extract  (taken  m>m  the  report  of  the 
select  committee  of  the  Uritish  House  of  Commons,  IS95)  from  a  letter  to  Sir  Wil- 
liam Pruuce,  then  engiupcr  in  ohlef  of  the  British  telegraphs,  from  Mr.  Storokeufeldt, 
then  and  now  director- general  of  the  Swedish  telfgr^ipha: 

"The  private  telephone  company  in  Stockholm  has  obtained  the  right  to  work 
telephones  within  a  distance  of  70  kilotneters  radius  from  Stockholm,  but  may 
out  extend  operatiouH  ont^idu  of  this  circle.  Tbis  concsMion  does  not,  however, 
exclude  the  State  from  likewise  working  telephones  in  the  same  diatriot.  In  conse- 
quence a  competition  has  arisen  which  works  in  all  ways  unfavorably,  and  which 
has  also  entailed  the  result  that  the  fees  have  been  brought  down  far  below  the 
proper  ouee.  •  •  ■  Even  for  Swedish  circumstances  the  fees  >■  •  •  are  quite 
unreasonable     '     '     *     quite  too  cheap." 

This  is  a  fhlnk  acknowledgment.  What  the  Oovernment  loses  in  Stockholm  it 
can  make  up  elaewhere.  Contrary  to  the  rule  generally  followefl,  II  charRes  more 
for  service  atUalmo — for  example — a  much  smaller  city,  than  at  Stockholm.  Besides, 
it  has  the  Stute's  revennes  from  other  sources  to  falf  back  upon  if  necessary.  The 
intensity  with  which  thin  Stockholm  telephone  war  ia  carried  on  in  abaolute  disre- 
gard of  the  public  interest  is  shown  by  the  fact  that  since  Mr.  Storokenfeldt'i  letter 
was  written  a  still  further  reduction  in  the  Government's  rates  has  been  made.  The 
Amsterdam  director  reportt'd;  "The  Riks-telefon  boa  again  lowered  its  tariff  to  60 
fcrooer  til3.50),  with  50  kroner  entrance  fee  for  places  within  the  2-kilometar  dis- 
tance from  its  head  exchange;  places  farther  distant  pay  an  increase  of  10  kroner 
per  year  and  of  25  kroner  entrance  fee  for  every  farther  distance  of  600  meters. 
According  to  a  coni  muni  cat  ion  by  Director  Hultman,  the  Government  in  the  dispute 
with  the  Allmauna  insatistied  with  paying  the  working  expeuHes  without  oalcnlating 
interest  and  rHdeiMjitlon  of  capital,  which  is  amalgamated  with  the  capital  of  the 
telegraph."  'I'he  company's  rates  are  also  very  fully  and  clearly  stated  by  this  gen- 
tleman, and  I  will  rpod  them  from  hia  report:  "The  telephone  tariff  or  the 
Allmanna  is  consequently  reduced  to  100,  SO,  60,  46,  and  36  kroner  (approximately 
ft'oml2T  to  $10)  per  year  for  different  classes  of  subscribers.  The  Hrst  tliTee  cl oases 
pay  an  entniuce  fee  of  50  kroner  (113.60),  the  two  last  of  only  10  kroner.  Only  the 
antisoribers  of  the  highest  class  have  an  nnlimited  right  of  user;  the  others  are  wore 
or  less  limited  ttj  the  service.  Of  the  second  class  every  two,  and  of  the  third  class 
every  three,  have  a  mntual  common  line  to  one  of  the  thrive  bead  exchangee.  The 
snbscribers  of  the  fourth  (husinesH)  and  of  the  fifth  (resilience)  claaa  are  connected 
tv  one  of  the  five  snbeichanges,  and  are  allowed  to  call  only  those  of  the  first  class 
in  an  nnlimited  manner,  but  otherwise  are  not  allowed  to  make  more  than  100  free 
I'alls  during  one  quarter,     l^och  call  over  this  number  costa  10  iire  (2.7  ceota)." 

Although  a  krone  will  go  practically  as  fur  in  Stookholni  as  a  dollar  in  an  Ameri- 
lan  city  of  equal  rank,  these  ratee  appear  to  be  low.  Mr.  Storokeufeldt  aatd  even 
when  they  were  higher  that  they  were  unreasoiiably  low  even  for  Swedish  condi- 
tions. Hut  to  a  very  iargii  number  of  subacribers  they  ore  not  as  low  as  they  at  first 
seem,  and  here  is  a  fine  illustration  of  one  of  the  disadvantages  of  two  systems 
operating  in  one  city.    I  qnote  again  from  the  report  of  the  Amsterdam  director: 

"  When  considering  the  situation  from  the  standpoint  of  the  Hub^criber,  one  must 
not  lose  aight  of  the  fact  that  peraous  who  wish  to  speak  by  telephone  with  all  the 
snbscribers,  send  and  receive  telegrams,  and  keep  up  intercommnnal  calls,  have  to 
connect  themselves  with  the  Riks-telefon,  as  well  as  with  the  Allmanna  Company, 
and  then  have  to  pay  at  least  100  +  50  kroner  ($40.60)  a  year,  with  a  minimum  of 
.50-1-50  kroner  ($27.60)  as  entrance  fee.  Fnrther,  every  call  between  the  subscribers 
of  the  Allmanna  ftnd  the  anbaoribem  of  the  Riks-telefon  costs  also  10  ore  (2.7  cents)." 
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ThsMare  noir  7,000  or  mora  BQbaorlb«T8  who  arereqolredto  take  both  telephonea, 
and  tho  numher  of  iatercommaaicationa  amounted  luat  year,  according  to  tfa« 
AUmaDua'a  rdpott,  to  1, 099,837.  The  oomblued  rates  acid  the  extta  charges,  to  lay 
nathiug  of  the  great  nDooyauce  and  vexation  incident  to  the  duplication  of  iiiHtrn- 
ments,  to  a  very  large  percentage  of  telephone  asen  in  Sloekholm  amonnt  to  a 
very  conaideiable  Bam.  The  rates,  therefore,  under  thrae  conditiona  are  not  at  all 
what  at  flrat  glance  they  seem  to  be.  Under  competition,  therefore,  aa  seen  iu  tbia 
Stockholm  oaae,  there  is  a  waste  of  capital  and  energy,  the  public  la  annoyed,  in 
many  oaaea  overoh urged,  and,  in  a  way,  badly  served  Deoanse  of  a  Qght  in  which  it 
has  no  intereat.  Thus  far  the  cumpany  boabad  the  best  of  the  fight  so  fbr  as  vlotdir 
may  be  nteoeured  by  the  amount  of  pablio  patronage,  having  now,  as  oJready  Btatod, 
about  twice  as  many  stations  as  the  Qovernment. 

Q.  (By  Hr.  Fakouhak.}  How  far  has  that  Increase  been  affeoted  by  the  neoeaeit; 
of  getting  a  i^ront  throogb  some  legislative  hodyt^A.  The  private  company  has 
not  bad  to  have  a  legislative  grant.     Anyone  is  ftue  to  conduct  the  business  in 

Q.  Under  wliat  control  is  the  State  plant'— A.  The  State  plant  Is  operated  by  the 
State  telegraph  and  post  department,  whlob  baa  an  eiclnsive  right  of  way  over 
State  highways  and  on   Crown    property,    llie  municipality   of   Stockbolin   baa 


iDgly  sapported  the  private  company. 
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that  support  to  the  private  company  operated  as  a  deterrent  to 

._.  of  the  public  systeml — A.  It  may  have  so  operated  to  aonie  extent, 

but  I  hardly  think  it  aat.  II'  the  Oovemment  couid  get  the  bnsinese  it  could  take 
oare  of  it  by  overhead  wires.  It«  ayatem  ia  not  too  large  for  that.  The  mnnioipallty 
haa  Bald  to  the  Government,  "  So  long  aa  yon  impose  unequal  terms  on  yonr  compet- 
lt4>r,  the  private  company,  we  shall  not  give  you  nndergrounil  privileges  within  the 
municipality."  So  far  aa  I  know,  only  in  thia  way  has  it  aided  the  company.  The 
State  may  run  lt«  linea  overhead  to  any  extent,  hut  it  can  not  go  underground 
without  the  consent  of  the  municipality.  The  attitude  of  the  monioipality  and  the 
diatribntion  of  the  public  patronage  between  the  two  competitors  does  not  anstain 
FrofesBor  Parsons  in  his  statement  that  under  public  ownership  the  "civic  Interest" 
of  the  people  inurfoses  the  service  and  that  the  people  patronize  their  own  institn- 
tloua  to  a  far  greater  extent  than  they  do  private  iDstitutions.  Thia  ia  the  only  case 
in  the  world,  so  far  as  the  telepboTie  biisiDess  is  concerned,  where  the  people  have 
had  an  opportunity  to  beHtow  their  patronage  as  they  prefer  upon  a  public  or  private 
enterprise,  both  going  ooncems. 

When  some  ^,0V0  or  more  stations— those  used  by  the  Oovemment  iteelf  and  thoae 
which  it  furnisheB  free  or  in  exchange  for  the  privilege  of  attaching  its  wires  to 
private  property — are  eliminated,  it  will  be  aeen  that  the  (tovernment  gets  a  vary 
small  sbareofthepatronage.  Kven  tbosewhodotakeitsservlce  are  not  entirely  free 
to  cboose  between  the  two  enterprises.  l(y  dlscrimlnatiug  against  the  oompany'a 
BubHoribera  in  thenaeof  its  lou^-distance  Hues,  imposing  an  extra  charge  on  every 
long-diatance  message  originating  at  a  company  station,  it  forces  a  number  of  people 
to  take  its  service  merely  to  avoid  these  extra  charges.  This  acoonntB  for  many 
duplicates,  that  is,  both  aervicea  at  one  place.  At  Amsterdam  the  puhlio  and  the 
press  were  opposed  to  the  taking  over  of  the  telephone  business  by  the  municipality. 
The  foots  in  that  case,  eapeoially  the  meager  development,  do  not  Juatify  Professor 
Parsoiia'a  generalization. 

The  company,  forced  to  economise  in  every  direction,  has  pressed  wages  down  to 
the  lowest  poBBible  point.  The  relations  between  the  management  and  the  force,  to 
say  the  li'ast,  have  bet'n  strained,  and  there  are  ocnwional  ruptnres.  At  one  time 
an  operators' strike  caused  aproctical  snapenaion  of  buaincHS  ti>  the  immeasurable 
Inconvenience  of  the  piiblii;.  The  company's  Hnanciug  has  been  declared  bv  compe- 
tent English  experts  to  be  nnaonnd,  and  such  as  would  he  abaolntely  illcKal  in  Eng- 
land. It  has  paid  dividends  regularly,  but  only  on  a  small  part  of  Ihe  capital 
invested  in  the  business;  this  of  course  at  the  expense  of  the  underpaid  employees, 
the  plaut  wbii'b  has  not  been  adequately  maintained,  aud  proper  reBerrea  which 
have  not  beeu  provided. 

When  speaking  of  conditions  In  variona  cities  under  State  or  mnniclpal  manage- 
ment 1  have  referred  to  thereanlts  obtHined  in  thesii  .Si  andlnavian  cities  under  (iri- 
vate  mauagenient.  1  have  appreciated  that  an  allowauce  should  be  mode  for  the 
abnormal  conditions  at  Stuckholm.  Were  this  done  the  facts  as  modilled,  it  ia 
reaaonable  to  believe,  would  at  least  eijual  those  at  Copenhagen  i  and  these  are  quite 
suSloient  toJustitV  my  statements.  Further,  it  may  be  pertinent  to  point  oat  that 
with  ancli  a  modification  San  Fraucisi-o,  an  American  city  fairly  comparable  as  to 
size  and  general  ronditiona  with  Stockholm,  would  stand  far  ahead  ot  the  Swedish 
oapltal  in  the  order  of  merit. 

Theenterprisinggeneral  manner  of  the  AllmannaCompauy  has  kept  well  informed 
abont  telephone  conditions  in  ollpaiteof  the  world.  He  has  recently  made  arranse- 
mentB  tooondnct  the  telephone  Indnatry  In  two  of  the  leading  cities  of  Koasia.  Tie 
Tistta  thia  ooon^  oeoaaionolly.     1  referred  this  morning  to  the  fact  that  be  bad  on 
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seTeral  oeoaelooB  ipokeo  most  fovontbly  of  oar  New  York  ooDdltiona.    I  hKve  here 
two  letters  from  him.     In  one,  written  3  yeara  ago,  he  hnja: 

"  We  are  goinx  to  bolltl  qaite  a  new  oentral  exchange,  and  it  ie  Tery  likely  that 
the  direotora  of  the  compoii;  may  consider  It  aeaeasar;  ^r  me  to  seethe  aewarranife- 
ments  for  uenttal  eschuiKeB  in  yonr  coautry,  always  bo  ahead  of  evKrything,"  He 
is  ahead  of  BTerytbinK  id  Enrope,  and  that  is  his  remark  at  that  time.  Just  3  years 
later,  in  February,  1901,  I  received  a  lett«rfrom  him  from  Moscow.  These  are  private 
letters,  but  I  do  not  think  I  abuse  hig  confidence  at  all  or  that  he  would  object  to  my 
nsing  them  in  this  way.  Be  says:  "We  have  not,  I  am  aorry  to  say,  the  same 
faculty  of  working  qaickly  as  the  sons  of  the  Xew  World.     Yon  ask  me  when  I  am 

foiug  to  pay  yoar  cunutrya  visit.     To  that  question  I  can  answer,  In  2  orSmonths. 
wish  before  ittarting  the  great  new  basioess  in  KuMia  to  aee  and  learn  from  the 
enormous  progreBS  of  telephone  matters  in  Amerioa  since  we  laat  met." 

I,  Lave  OMtily  run  over  the  whole  of  Enrope,  showing;  that  the  cheapest  and 
poorest  conditions  obtain  throngh  Government  and  mauictpal  ownership;  that  the 
next  best  conditions  are  obtained  under  private  ownership  with  Qovemment  control; 
and  that  the  best  conditions  are  obtained  where  there  is  the  least  restricted  private 
ownership.  That  is  the  ease  of  Stockholm.  The  private  company  has  outstripped 
the  Government  against  odds.  In  not  one  of  the  oaeee  where  there  is  Oovernment 
or  municipal  ownership  have  we  foond  adeqnate  facilities,  efficient  service,  reason- 
able rates,  and  a  self-sustaining  system.  Speaking  generally,  now,  for  the  whole  of 
Eurupe  and  America,  there  are  30  American  and  44  European  cities  with  200,000  or 
mote  population.  In  the  American  group,  pet  thousand  of  population  there  are  21 
telephones;  in  the  European  gronp,  13  telephones;  almost  2  to  1  In  favor  of 
American  cities.  Among  cities  of  1,000,000  or  more,  Xew  York  stands  at  the  top, 
with  twice  as  many  telephones  per  capita  as  any  city  in  its  class  except  Berlin;  and 
I  have  explained  the  causes  of  development  in  Berlin.  Of  the  cities  from  500,000  to 
1,000,000,  Boston  is  at  the  top,  with  more  than  twice  as  many  as  any  European  city 
except  Hamburg,  and  almost  twice  as  many  as  Hamburg.  Of  the  cities  that  rnn 
from  200,000  to  500,000,  Stockholm  is  at  the  tup,  with  San  Francisco  a  close  second. 
It  is  possible  that  San  Franoisoo  may  now  be  ahead.  At  the  liute  named  (January 
1,  1901)  San  franoisoo  had  21,234,  as  against  22,000  in  Stockholm.  The  European 
small  tuwna  have  shown  a  most  insigniScant  development,  iind  the  American  small 
towns  a  very  great  development.     In  all  these  Bgnres  I  have  not  included  the  tnde- 

SundEint  telephone  companies,  for  the  reuson  that  I  have  not  wished  to  preseut  any 
gnree  showing  duplicate  Hjstems.  The  independent  companies  claim  to  have  a 
very  large  tlevelopment,  and  however  much  of  truth  there  may  be  in  the  olaim, 
it  only  strengthens  the  cose  in  favor  of  America. 

President  Hadley,  in  "Railroad  Transportation,"  calls  attention  to  a  diflTerenoe 
between  American  and  European  idc^as  which  I  think  worth  remembering  in  this 
connection.  He  says;  "There  is  one  rcHpeot  in  which  England  and  America  are 
like  one  anothflr,  but  sharply  different  from  France,  Gurwany,  or  other  Enropean 
countries.  It  is  in  the  way  in  which  people  in  general  are  disposed  to  regard  Gov- 
ernmental intrrference.  The  English  and  American  mailm  is  that  whatever  can  be 
done  without  Government  shoiild  be  thus  done.  The  continental  principle  is  that 
whatever  can  be  done  by  Goverumeut  ahoold  be.  It  bsm  become  a  commonplace  say- 
ing that  our  Anglo-American  idea  of  liberty  is  not  developed  in  continental  lOurope. 
When  a  Frenchman  speaks  of  liberty,  it  is  not  so  moob  freeilom  A'om  intertereuce 
with  his  own  movemeiits  that  be  seeks  as  the  right  and  power  to  interfere  with 
other  people's  -movements.  What  he  really  want«  is  political  power.  A  party 
may  call  itself  Liberal  or  Republican  j  bat  when  it  gets  into  power  it  governs  about 
as  strictly  as  its  predecessor.  Sometimag  there  is  a  mouarcby,  sometimes  a  democ- 
racy ;  bnt  there  is  always  a  bureauoracv,  a  government  by  olUceholders." 

when  we  consider  that  difference  in  ideas  and  at  the  same  time  remember  that  the 
telephone  development  under  private  ownership  in  the  United  States  is  ao  far  ahead 
of  that  in  Europe  under  governmental  and  municipal  ownership,  we  may  safely 
conclnile  that  the  best  possible  results  will  be  obtained  by  leaving  the  industry  t<> 
pri  vate  onterprlae. 

Q.  (By  Mr.  I.itchmaw.)  What  has  been  the  effect  in  those  cities  and  Stales  where 
independent  telepboae  companies  have  been  establisheil  upon  the  charges  of  the 
Ball  Telephone  Company  f — A.  I  answered  that  question  In  respect  to  my  territory 
by  saying  that  there  were  4  towns  where  we  have  hod  opposition,  and  tliat  we  have 
not  pat  in  In  those  4  towns  any  rates  which  we  have  not  put  in  in  towns  of  similar 
size  and  circumstances  elsewhere  in  the  territory. 

Q.  Now,  how  is  it  about  the  city  of  Detroit!— A.  The  city  of  Detroit  has  a  very 
peculiar  history.  I  was  quite  familiar  with  the  conditions  there  at  one  time.  I  do 
not  know  that  I  oould  give  yon  the  exact  conditions  at  the  present  moment,  bat  I 
understand  that  there  was  great  dissatisfaction  there  and  that  the  competition  Ble- 
ated worse  condltiona  than  eziated  prevloady. 

r;   izedbyGoOgle 
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ing   the  telepLoae  dovelopmeiit  ia  iDdiana,  shuwiiig  tbat  there  was  a  very  large 
inflependeut  developiueut  there,  but  as  to  the  eiact  detailit  I  do  not  know. 

Q,  Ih  it  Dot  a  fEM!t  that  when  that  excbHugewasestablished  there  was  a  decreaae  in 
the  rate  aharg«d  by  the  Ball  Telephone  Company  T~ A.  I  do  uot  know  that  there 

Q.  Yoa  are  more  familiat  with  matterB  In  yoat  owd  territoiy.  I  did  not  know 
bnt  as  a  matter  of  general  knowledge  you  mi)$bt  kDOw  respei'tiog  it. — A.  No. 

Q.  In  these  fignieHthatyonhaveKiveoot'etationH,  etc..  in  this  coantrylu compari- 
son with  cities  id  Europe  and  every  where  elae,  areyoa  giving  the  fignres  of  your  own 
bueiDeoe  or  have  you  taken  in  any  Indepi^lldeDt  dgureaf— A.  I  have  taken  the  Bell 
figurea  only.  As  I  Mid,  so  far  as  couipariBons  between  this  country  and  Europe  are 
concerned,  the  showinD  for  this  country  would  be  better  if  we  Included  the  ihde- 
pendent  nguruB.     But  fhave  not  thought  it  adviSHble  to  cotiajder  any  duplicat«B. 

y.  (By  Mr.  Kcsskdy.)  I  have  a  queBtion  which  Prof^aaor  Jenks,  of  Cornell  Uni- 
vereity,  desires  to  be  submitted  to  you,  and  it  is  thtB:  If  in  Ithaca,  N.  Y.,  the  tele- 
phone rate  cljargrd  by  the  Bell  company  U  #24  per  year  for  single  unlimited  service, 
1 1, jf^' distance  phoue,  and  $15  a  year  secures  unlimited  service  with  bnt  3  phones  on 
a  hue,  how  much  lefts  is  yonr  cunt  in  Ithaca,  a  city  of  1^,000  inhabitants,  than  in 
Washington  or  Boston,  and  whyf— A.  1  can  only  sa^  as  to  that,  that  having  noth- 
ing to  do  with  IlLaoa  or  Washinirtou  or  Boston  it  is  impossible  for  me  to  nse 
exact  Hgnrea;  but,  speaking  generally,  1  can  do  little  more  than  repeat  what  I  said 
this  morning  about  tlie  ditl'erence  in  cost  of  furnishing  service  in  a  large  city  and  in 
a  small  town.  I  shatl  not  undertake  to  demonstrate  that  it  covta  more  per  any  unit 
of  measure  t'l  render  telephone  uervicFi  in  a  lar^e  city  than  in  a  small  town,  butjiiat 
mnki«  a  few  sug^'estiouB  that  may  make  it  a  little  clearer  to  you.  In  the  liist  place  it 
must  be  remembered  that  we  are  talkiugubuii  t  rendering  a  aervice,  not  about  selling  or 
renting  or  manufacturing  things  that  can  be  stureil  iind  sold  piecemeal  or  in  bulk  at 
will,  .\nd  then  that  more  than  halt'  the  operating  expenses  go  for  labor;  the  varioua 
tigures  1  have  given  you  show  that  wagea,  as  well  as  rents,  and  many  other  itemB 
that  enter  into  the  rjuestion  are  higher — much  higher — in  the  great  city  than  in  the 
small  town.  Take  a  small  town  with  an  ovi^rhead  plant  with  lines  generaUy  leas 
than  1  mile  long.  Any  talkinvulvtsonly  2mi1esi)f  wire,  as  a  rule,  l.'sually  beyond 
that  poiut  there  is  a  mileage  charge.  The  operation  of  connecting  two  etations 
toEBtW  is  very  simple:  the  labor  involved  is  verj  slight  Now,  go  to  the  other 
extreme  and  take  a  great  city  where  you  have  60  times  the  number  of  telephoiies. 
Yon  do  not  have  60  moltlpies  or  60  duplicates  of  the  place  where  yon  had  1,000 
phones,  beoanse  the  whole  60,000  oinst  be  hu  provided  with  plant  and  switching 
facilities  that  on  demand  of  anyoue  t)i:it  particular  one  ma^  be  oonnected  with  any 
other  one.  These  60  groups  of  ihoiisandH  mnat  be  so  tied  together  with  tramk 
tines  and  plant  that  la  not  represented  by  any  fnctor  at  all  in  yonr  small  exchange, 
and  this  switching  must  l>e  done  by  operatora  that  perform  labor  which  is  not  per- 
formed at  all  in  your  small  exchan);e.  Therefore  in  a  large  eiobange  you  require 
many  fold  more  laljor  and  more  plant  to  accomplish  a  particular  thing  than  you  had 
in  the  small  exctiunge. 

Another  thing;  In  the  large  exchange  there  is  necessarily  a  very  large  surplus 
plant.  In  your  underground  work  y<iu  must  nse  cables  of  standard  size.  If  your 
standard  ia  100  wires  or  .50  wires,  yon  may  have  to  take  100  wires  where  yon  need 
only  51,  or  you  ma;  have  tu  take  50  wires'where  you  need  only  20;  so  that  yoa  have 
always  quite  a  large  surplus  plant,  which  yon  do  nut  have  in  the  small  place,  and 
interest  und  Je|)reoratioii  run  on  that  suri>IuH  plant  all  the  time.  There  are  surplus 
subways  for  the  same  reasons  and  I'oi-  the  additional  reason  that  when  once  the 
street  IS  (ipened  ample  conduits  for  future  growth  mnst  be  laid,  for  you  can  not  be 
always  tailing  up  the  streets.  In  the  large  place  yon  have  a  great  inveetmeut 
lying  idle  dnring  the  slack  hours  of  the  ni^ht  and  a  Urge  part  of  the  day.     Yonr 

Slant  must  be  right  up  to  the  highest  requirement  of  the  busiest  !i  uiiniites  of.  the 
ay.  In  the  i-lty  the  work  of  the  2i  hours  is  concentrated  within  narrow  limits,  a 
few  hours  In  the  afternoon-  2  or  3  honra — and  a  few  hours  in  the  morning.  In  the 
small  place  it  is  spread  out  over  the  whole  13  hoars — that  ia,  more  generally  B[iread 
ont.  now,  in  the  small  place,  Ifyon  talk  with  another  man,  you  are  monopolizing  * 
wire  which  can  not  be  over  2  oiiles  long — relatively  a  cheap  wire.  If  yon  are  at  the 
Battery  and  talk  to  a  man  in  Harlem,  yunr  message  does  uot  tlow  along  the  line 
wilhalot  of  other  messages  following  it,  as  street  cars  full  of  passeugerB  ruaover* 
track,  but  yoa  take  the  entire  plant,  the  entire  wire,  from  the  Battery  to  Harlem 
and  you  monopolize  that  entire  wire.  Not  another  sinsle  man  con  get  oa  it  while 
your  conversation  is  going  on.  So  that  the  message  in  the  great  city  Is  not  tbeeqnol 
of  the  meeent^e  in  the  smalt  town.  The  cost  of  the  one  is  iDslgulGcant  ascomparrri 
with  the  oust  of  the  other. 
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1  »ppieciatti  tbat  that  ftrgniueut  uigbt,  vithont  some  i-oirevtiiig  force  ooia'mi;  Id 
somewhere,  oiirrf  joa  to  a  poiot  where  yon  would  »y  that  the  more  liiisineesyoiiget 
the  nurse  otf  you  are;  and  that  baa  been  ftennentlj  orgeU,  Hnt  ttiu  laeaitiiEe-rate 
prindpftl  brought  id  that  ciirrt'oting  factor  in  New  York,  and  we  abandoiieil  the  sta- 
tion as  the  unit  ol  uewuTiog  thiugg  and  took  the  meaxnge  iuntead.  Now,  the  mes- 
sage in  the  great  city  cubM  yon  vastly  more  tbnn  the  meMago  in  thu  smull  city,  but 
the  volaiiie  of  tra&ic  teoda  to  equalize  that  thing,  ti>  bring  down  the  cost  In  the 
great  city,  becanse  yon  have  got  more  buslnesH  to  biinille. 

Then,  again,  j  on  tuDil  remember  that  every  tueuage  iiconpie«  yonr  whole  line. 


d  your  traSlc  over  the  Hue  aa  yon  du  on  a  railroad.     If  yon  had  o 

.   md  yonr  traffic  got  beyond  the  rapucity  of  that  track,  you  wou  .. 

keep  that  track  going  at  its  iuli  capacity  and  you  would  put  another  track  along- 


Hide  of  it,  and  another  and  another;  but  in  a  eonipreheniiive  telephone  system  the 
liniitjitione  upon  the  trafBo-carrylDg  capacity  of  the  lingle  line  are  aucH  that  yon 
can  not  goon  as  in  the  case  of  a  railroad.  Now,  in  a  place  like  New  York  City,  with 
short  buBineea  hours,  you  can  send  comparatively  few  meaaagea  over  a  linej  that  la, 
as  compared  with  the  number  that  yon  might  aeud  if  joa  were  distributing  them 
over  the  whole  12  hours. 

And  another  thing,  the  traffic  muat  l>e  so  limited  that  when  one  man  wants  to 
talk  with  any  other  cue  among  the  60,000  he  must  get  that  one  within  a  reasonable 
time.  It  in  not  as  if  you  were  sending  yonr  traffic  fl^m  one  t«-rminal  to  another 
terminal  uod  providing  only  enongh  tracks  to  shoot  it  through.  Hat  yon  have  60,000 
people  and  each  one  must  have  the  potentiality  of  an  immedii'te  connection  with 
any  other  of  the  60,00(t.  If  you  should  overloaii  your  lilies,  the  result  would  be  that 
a  great  many  of  the  llnea  would  lie  buKy  and  your  service  would  be  inferior. 

Q.  (iiy  Mr.  LiTCiiM^N.)  la  the  niauntiement  of  the  New  York  exchiinge  has  the 
increase  in  the  coat  of  maiuteaant'e  and  maniigcment  been  proportionate  to  the 
growth  and  extension  of  the  plant  f  And  then,  Ktijipleuientary  to  that,  which  may 
explain  that  c[uegtiiin,  ii  there  any  point  where  a  percentage  of  the  service  may  be 
added  without  inciensing  the  cost  of  main  ten  an  ce  and  management  (~A.  There  is  a 
great  difl'brence  of  opinion  as  to  the  principlea  upon  which  charges  ahall  be  made. 
My  own  personal  opinion  ia  that,  in  railroad  transportation,  fur  example,  the  point 
ia  nerei-  reached  where  you  can  curry  additional  traffio  for  DOlhiug.  So  in  the  han- 
dliug  of  telaphone  traffic  you  never  reach  a  point  where  joii  can  carry  more  traffic 
for  nothing. 

U.  There  are  certain  flied  ebargea,  are  there  not,  in  the  luanaKement  of  the  bnai- 
nesaf-A.  Yes. 

Q.  And  are  not  thoet^  tlxed  charges  the  same  whatever  the  amount  of  bnaioess  yon 
may  do.  assiimint  that  yon  do  any  business  at  all,  of  conrset  Kor  instance,  you 
have  to  hav  e  a  Buperintandeut,  do  you  novf — A.  Yea. 

Q.  Von  havn  to  have  a  manager  of  your  eichaoget — A.  Yea. 

Q.  And  you  have  to  have  a  certain  number  of  girla  employed  ;  yon  have  to  have  a 
certain  size  of  switch boiird;  yon  have  tn  have  a  certain  number  of  wiri's;  you  have 
to  have  a  certain  number  of  connections.  Now,  1  want  to  get  at,  if  I  can,  within 
what  Itniitu  this  is  elantic.  permitting  a  certain  amonnt  of  loading  without  increas- 
ing the  number  of  girls,  without  increasing  the  size  of  the  switchboard,  without 
increasing  the  nuperin  ten  dents  and  mauagemeni,  and  so  on.  The  object  of  my  i|nes- 
tion  is  to  meet  exactly  that  point  which  you  raised  a  few  moments  ago,  thnt  Uin 
paradox  ia  anmrtimes  made,  taking  the  argument  of  the  telephone  company,  that 
.1 1 ..,.: ^  ^^  jjjg  nearer  yon  are  to  bankruptcy.     Now,  I  want  to  Bnd 


out  where  the  bappy  medinni  is  between  doing  t 
thcreiaauch.     For  insf '-   ■'---'--"^ 


instance,  in  the  steel  line  we  understand  that  a  steel  mill  run  at 
its  full  capacity  ran  he  run  more  economically  thiin  if  it  la  run  two-thirds  time,  and 
that  frequently  steel  mills  rnn  foil  time  and  kcII  their  surplus  in  foreign  countries 
liecause  of  Ihat  fact.  I  nndeistand  that  to  a  limited  degree  that  niny  apply  here, 
and  I  wniited  to  Hud  ont  bow  far  it  might  apply  here.— A.  Of  course  that  name  line 
of  reaaoniiig  does  not  apply  here,  because  ve  arc  nut  prodnciug  a  nrodnct  that  oau 
be  a  to  red.  Our  product  ia  a  service  rendered.  Now,  unqueBtionably,  if  yon  have 
your  plan'  and  yonr  skeleton  organization,  sncb  as  you  havit  defaued  it,  yon  can 
within  certain  limit'  iidd  work  at  very  little  adilitional  coat;  but  when  yon  diapoae 
of  that  additional  service  at  very  tittle  charge  yon  depriveyouraelf  of  earnings  that 
would  enable  you  to  reilnce  other  charges  and  further  extend  the  benefits  of  yonr 
system  to  the  general  public.  One  man  would  think  the  one  course  preferalile.  per- 
haps, and  another  the  other.  You  anggest  that  there  is  a  product  that  might  be 
sold  at  a  very  low  figure;  in  otiier  words,  thnt  certain  measages  to  very  heavy  nsera 
could  be  sold  at  a  very  low  priie. 

Q.  That  is  not  the  pointl  am  trying  to  get  at  at  all.  What  1  am  trying  to  get  at 
is  whether,  after  yonr  plant  is  fatnblished,  there  in  not  a  certain  iimount  of  loading 
of  the  plant  wbicb  makes  it  poasible,  perhaps,  for  the  plant  to  be  run  at  Its  tafh 
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□at  a  point  where  that  loadJDg  ci 
will  Becnre  a  retluotioD  of  the  rHteto  eachf — A.  Of  oounie,  that  Jb  what  ws  are  aimiDg 
ftt,  and  have  b«Bn  aiming  at.  Onr  endeavor,  ever  since  1894,  I  may  say,  haa  been  to 
80  arrange  our  rates  aa  1«  aD'ord  the  largest  benefits  to  the  public  and  giv«  thum  the 
best  facilities.  But  there  is  one  that  you  must  keep  in  mind,  and  that  is  the  limit 
to  the  carrying  capacity  of  a  telephone  line — not  aa  a  single  line  between  two  poiQta, 
bnt  B8  part  ot  a  very  complicated  and  very  extensive  Hyst«m  of  lines,  any  two  of 
which  may  Jiave  to  be  connected  at  any  moment.  One  might  nse  his  talephune  50 
or  more  tluiee  a  day,  bnt  such  ase  is  only  possible  when  Uie  line  over  which  Huvh 
a  number  of  mesHages  is  sent  is  conaected  with  other  lines  not  used  to  that  eiteot- 
That  line  in  so  fully  occupied  li;  outward  messages  that  few,  if  any,  iDcoming  niea- 
sagee  eau  be  handled  over  it.  Practically  it  is  "  busy ''  to  all  inquirers.  It  is  obvions 
that  all  lines  conid  not  be  used  to  any  snoh  extent;  an  attempt  to  so  use  tliem  woald 
necessarily  result  in  complete  failure.  If  a  large  part  of  the  lines  were  so  nse<l  the 
service  would  be  inferior  and  unsatisfactory.  Incidentally  the  coats  would  be  vastly 
increased  becaase  of  the  futile  use  of  plant  and  labor  in  performing  the  work  to 
ascertain  that  the  line  wanted  is  busy,  for  example,  a  subscriber  in  Harlem,  let  ns 
say,  wantH  to  reach  a  dowiitvwn  point.  He  gives  his  order.  The  Harlem  operator 
and  the  truiikliue  operator  do  practically  as  much  work  to  ascertain  that  the  down- 
town man  ix  "busy ''ns  they  would  do  to  pat  the  call  through.  The  waste  of  labor 
and  plant  would  be  enormous.  The  average  use  per  line  would  doublleas  be 
Increaswl  by  lower  rates.  It  has  been  increased  by  lower  rates,  and  the  New  Yoric 
systcni  may  1o-<lay  be  rnpable  of  carrying  more  traffic  than  it  does  carry  without 
detriment  to  the  service,  hut  these  facia  may  show  you  that  the  problem  is  nut  u 
simple  one.  A  common  statement  by  those  who  have  not  had  experiuncu  in  the 
matter  is  that  by  reducing  the  rates  by  half  the  business  would  be  increased  at  leaat 
fourfold,  and  the  net  profits  tn  the  company  would  be  increased.  If  this  were  true, 
self  interest  alone  would  lead  the  telephone  company  to  so  reduce  its  rates  at  ojiae. 
Professor  I'ai'SODs  says  in  his  testimony  that  a  proper  rate  for  any  large  city  shonld 
beCSOa  year.  1  assniuK  that  he  means  this  as  the  proper  rate  for  unlimiti'd  use — ft 
flat  rate.  I  have  already  shown  jou  that  wages  nlone  in  Kew  York  exceed  that 
amount  jier  HtHtion.  Weresneh  a  rate  fair  inNi-w  York  the  New  York  Telephone 
Ci^mpony  could  not  hold  the  Held,  and  ought  not  to  hold  it. 

To  show  yon  that  our  ruteH  are  fairly  well  arranged  to  bring  out  the  results  yoa 
S|>eak  uf,  I  maysay  that  Jn  Manhattan  we  begin  at  WiO  for 600  messages:  then  nin  the 
additional  message  rate  ilown  from  6  to  3  cents  per  message,  along  u  graduated  scale 
under  which  at  a  point  within  the  average  tranic  carrying  capacity  of  the  line,  we 
reach  about  V2W.  (See  Exhibit  H  at  end  of  testimonv.)  Now  there  are  a  great 
miiny  people  who  can  nut  get  on  wilb  only  one  line:  their  business  requires  more 
than  taat;  and  onr  rates  are  so  arrunged  that  when  the  trafBc  overloads  the  line 
we  can  give  a  privale  branch  exchan|j:e,  with  two  lines  and  with  twu  stations  with- 
ont  change  of  rat«.  i!y  the  operation  ol'  the  rate  itself  we  avoid  the  busy-line 
trouble,  which,  until  a  short  time  ago,  was  the  greatest  source  of  annoyance  that 
we  had.     I  will  insert  a  riinl  showing  these  rates  at  the  various  poiuts. 

I  have  spoken  of  the  $60  rate.  There  is  an  additional  charge  for  the  ezotusive 
nse  of  the  line  uf  $15  or  less,  the  idea  being  that  two  moderate  useis  can  use  the  line 
together.  Our  system  i*  such  that  we  can  signal  one  without  signaling  the  other, 
so  that  the  service  Is  lint  class.  But  ff  a  man  wants  the  line  exoTusivei;v  and  sends 
only  600  messages,  he  pays  $15  extra,  bnt  that  extra  charge  is  gradually  worked  ont 
of  theecheiliile  and  disHjipear*.     At  2,100  messages  they  are  all  the  same. 

Q.  Lsthnreaiiy  free  service  to  tbe  City  of  New  Yorkf— A.  Not  that  1  can  think  of. 
The  city  paye  for  ils  service.  There  may  be  a  little,  here  and  there  a  line  ^ven  to 
the  police  or  lire  department  as  a  courtesy,  but,  speaking  generally,  the  city  paya 
for  its  telephones. 

Q.  Have  yon  any  means  of  estimating  the  cost  per  telephonef — A.  Tbe  cost  of 
•ervice  per  telephonef 

Q.  Yes.— A.  Willi,  I  think  that  is  hardly  a  useful  Bgnre  where  yon  have  the  com- 

Slexlty  of  a  message  rate,  because  your  station  is  not  tbe  unit  at  all.  We  do  not 
I  the  cost  that  way. 

Q.  Your  cost,  whatever  it  Is,  has  to  include  the  royaltiea  to  the  parent  company T — 
A.  We  pay  no  royalties  to  the  paient  company. 

Q.  Do  yoa  not  pay  royalties  to  the  Bell  Telephone  CompaoyT — A.  No.     We  rent 
ODF  tustnimenta  Irom  tlie  Rell  Telephone  Company  and  pay  a  rental. 
Q.  lanot  thataroyaltyf— A.  No;  I  think  not. 

Q.  You  do  not  buy  the  instruments  t — A.  No;  we  rent  them,  and  the;  fnrnisb  na 
efficient  instruments.  If  they  |(o  wrong,  as  they  fl^qnentlydo,  they  are  returned  to 
them,  and  they  replace  them  with  others  perfectly  gooil,  I  think  we  pay  only  ft  fair 
'i«Dt»l,  conatdering  the  valne  we  get  from  that  transaction,  but  nothing  in  Hie  wftjr 
of  royalties. 
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Q.  la  jonn  one  of  tbe  compuiiea  that  the  Bell  Telephone  CompsDy  owna  61  per 
ceot  oft — A.  Speak  ing  IVom  general  knowledge,  I  think  It  ownsst  least  that;  but  I 
am  not  a  atockholdeT  of  either  company. 

Q.  (By  Hr,  Kknmedy.)  Do  yon  follow  in  any  way  tlie  praotice  of  the  Western 
Union  Telegraph  Company  in  giving  favors  to  politii  inns  and  public  offloials — in 

{iving  f^nu  to  thuml — A.  The  State  of  Kew  York,  in  adopting  its  new  oonstitu- 
lon  not  long  ago,  prevented  the  giving  of  ft'auka  to  any  pnbllo  ofBcial,  and  since 
the  adoption  of  that  constitution  uo  frank  has  ever  been  issued  to  a  public  official 
that  lam  aware  of. 

Q.  Would  that  part  of  the  oouHtitution  interfere  with  the  Bell  Telephone  Com- 
pany's giving  free  telephone  service  to  an  official  or  politician  of  the  State  of  New 
York  f— A.  Yea. 

Q.  Or  the  oity  of  New  York! — A.  Not  only  free  service,  but  any  discrimination  in 
favor  of  that  olBcer.     Bo  far  ae  I  know,  no  anch  disrrimination  han  ever  been  uiode. 

Q.  (By  Mr.  Farqukar.)  Does  tin*  newspaper  press  of  New  York  receive  an;  spe- 
eial  favors  in  resppct  to  rates  f— A,  We  have  iio  newspaper  ratvs.  The  large:-  papers 
take  the  private  branch- exchange  serviie  and  pay  the  regular  rates.  I  have  a  letter 
here  from  the  New  York  Journal.  (Beading:)  "We  have  found  the  branch  exuhange 
to  be  of  the  greatest  possible  serrice  in  the  bnsiiiess  of  publishing  a  newspaper. 
We  make  constant  nse  of  the  lelephiine  for  intcrronimiiuication  between  ourvonons 
departments,  and  we  have  uo  doubt  that  this  line  of  the  system  ell'ects  a  saving  in 
the  conduct  of  our  business  eqnnl  to  the  whole  expense  of  maintaining  the  exchange." 

And  that  is  abeolutely  regular  rates  in  everv  respect. 

H-  (By  Mr.  Kennrdv.)  The  caseof  Qrand  Kapids,  Wis.,  was  referred  to  in  testi- 
mony given  before  this  commission.  It  was  stated  that  under  a  cooperative  plan, 
which  the  people  have  there  now,  the  actual  cost  to  a  snt)sc;riber  is  (3  a  year  for  a 
residence  phone  and  $18  a  year  for  a  business  phone,  and  that,  prior  to  thnt  arrauge- 
ment,  the  charge  by  the  Bell  Telephone  Cnnipany  was  S36  a  year  for  a  residence 
phone  and  f48  a  year  for  a  basiness  phone.  1  slninld  like  to  ask  yuu  if  the  dilfer- 
ence  between  t3  a  year  and  S18  a  year,  and  $;!6  a  ytor  and  $48  a  year,  in  your  opin- 
ion, represented  tlenn  pro  tits  to  the  HoU  Telnpliuiie  Company  f— A.  Well,  I  can  only 
say,  a«  to  that,  that  I  will  leave  it  to  your  good  ,iudi;ment  bs  to  whether  or  not  any 
telephone  service  ctiuld  he  fnnleheil  by  any  company  anywhere  at  $3  a  year  whicb 
pursued  methods  of  ncconnting  tbiit  would  throw  into  its  acconntsall  the  items  of 
expense.  But  even  if  you  have  a  cooperative  oonoem  where  everybody  pitches  in 
and  doc'R  everything  that  is  needed  to  be  done,  that  is,  if  the  I'ooperators  furnish 
the  phones  and  put  them  up,  and  do  all  the  work  and  charge  nothing  for  the  time, 
even  then  it  would  be  difllcult  to  conceive  of  any  efHci<>Dt  service  at  $3  a  year. 

Q,  (By  Mr.  Ljtchman.)  As  far  aa  yon  know,  ant  the  charges  for  rental  of  tele- 

S bones  by  the  Bell  comjiany  the  same  to  all  exchanges  throughout  tlie  L'nited 
tatest— A.  That  I  do  not  know. 

Q.  (By  Mr.  Kennkdy.)  The  statement  is  made  that  in  England  ^on  oan  send  tel- 
egrams f^ce  over  the  telephone.  Does  that  mean  that  the  charge  )s  the  same  for  a 
telegram  that  is  sent  over  the  telegraph  wires  and  over  the  telephone  wiresf — A.  I 
do  not  kuow  Jnst  what  is  mennt. 

Q.  What  do  you  know  about  itf — A.  In  New  York,  for  instance,  anyone  may  call 
either  of  the  telegraph  companies  and  send  a  telegram  by  making  previous  arrange- 
ments with  the  telegriiph  oonipauy  for  keeping  an  account  there  without  any  addi- 
tional charge  for  the  telephone  service  in  vol  v^,  over  and  above  what  he  is  otherwise 
charged. 

Q.  What  lie  is  otherwise  charged  by  the  telephone  company  t — A.  For  any  othei 
hnsiness.  For  instance,  to  make  the  comparison  absolutely  fair,  let  us  take  one  of 
our  old-time  stations  nhert<  a  man  paid  $240  a  year  for  all  the  service  he  gutor  could 

Set  over  one  wire.  Now,  suppose  ne  arranged  with  the  Western  Union  company  ot 
le  Postal  company  fur  Bending  tolegmms  over  the  telephone.  He  might  call  those 
onices  as  many  times  as  he  pleiiHedand  he  was  not  charged  anything  in  addition  for  it. 

Q.  1  would  like  to  ask  you  if  there  is  any  monopoly  in  the  telephone  service  of  the 
countrv,  or  whether  there  caii  lie  any  I— A,  Well,  that  is  a  very  large  qneation,  quite 
beyond  nie.     I  do  not  know  Chat  I  iindetstancl  exactly.     All  things  are  poesilile. 

Q.  Well,  you  have  a  monopoly  of  the  system  on  Manhattan  Island,  have  you,  at 
the  present  timef — A.  We  are  the  only  telephone  company  conducting  the  telephon 
business  ""  u--^*-***...-,  t*i — j 

Q.  Th( 
A,  Yes. 

Q.  Well,  the  Bell  Telephoui-  Compttuy  has  competitors,  I  judge,  in  other  parts  of 
theoonntryf— A.  Oh,  yes. 

Q.  In  Indiana  and  Wisconsin  and  even  some  places  in  yonr  territory  I  I  should 
like  to  ask  you  whether  they  hnve  the  same  facilities  for  the  business  that  yon  have, 
in  initraments  and  patents  and  eveiythingf— A.  We  are  all  eqnal  before  the  law,  as  I 
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understitDd  it,  and  if  one  or  Ihe  other  haa  patents— and  they  both  claim  to  have — Itlliut 
those  posaeaaions  ander  the  law  of  the  land  and  It  is  untitled  to  what  they  are  worth ; 
but  1  know  of  no  ineqaalities. 

Q.  1  want  to  kuow  whether  an  independent  company  would  he  ftee  to  go  into  tbe 
aitv  of  New  York  or  the  oit;  of  VVashingten  and  set  ap  in  opposition  to  tbe  Bell 
Telephone  Company — \f  that  company  h;iM  a  moBopoly  in  any  way  that  would  pre- 
vent all  independent  company  ftom  doing  it.  Is  there  onyttaing  in  the  way  of  an 
independent  company  ^oiug  into  the  oity  of  Ni'w  York! — A.  Why,  yes;  tliere  are 
&>,'2M  telephone  sabsonbeTs  gettine  efficient  telephone  service  at  reasonable  rates 
from  a  company  which  is  continualtv  working  to  extend  its  Hystem  and  to  inctuose  ita 
popularity  unions  its  subseribere.  But  so  far  aa»uy  legal  restriction  upon  any  other 
company's  ciiminEiutothulield  isconceruud,  if  it  enniiilius  with  the  laws  of  the  State 
of  New  York  andwith  the  regulations  of  the  iniiuicipnlity,  I  know  of  nothing  to 
keep  it  out.    ^Ve  rire  competing  on  strictly  buHiness  grounds. 

Q.  Tbe  iitateineut  has  been  made  that  the  mure  you  reduce  Che  rates  the  greater 
will  be  the  use  of  the  telephone;  nnd  it  seems  t^at  the  iuilejiendent  cuiiipsDies, 
wherever  they  have  come  in  opposition  to  the  Dell  Telephone  (J umpauy,  huve  reduced 
the  rates  and  iiicreaeed  the  service.  1  .wondered  if  that  wonhl  not  be  the  efTevt  in 
New  York. — A.  The  general  statement  tliat  the  more  jon  reduce  theraten  the  greater 
will  bethenneof  the  Her  vice  is  quilutriie.  That  has  been  uur  experience  in  New 
York.  The  great  reductions  and  modi li cations  in  rates  which  we  have  made  from 
time  to  time  liHTe  produced  a  most  wonderful  growth  and  extension  of  the  telephone 
system,  incruoaed  the  use  of  the  survice,  and  made  it  more  valuable  to  the  public 
Id  every  way.  You  may  rejuemher  that  when  speaking  tliis  morning  of  the  unpar- 
alleled growi.h  in  our  system  during  the  last  li  or  H  years  I  attributed  il  ohietly  to 
our  repeated  modiHcatious  and  rediiiitiona  of  rates.  But  there  is  a  limit  beyond 
which  yon  can  n  >t  go  and  survive.  I  have  shown  that  in  reudsring  service  in  New 
York  at  the  present  rates  the  operating  expenses  take  about  65  per  ci*nC  of  the  |[roas 
eurnin(;B,  indicating  only  a  safe  and  conservative  management.  II  the  percentage  were 
greater  than  that,  you  could  not  get  capital  to  make  tlie  extensions  required  by  the 
publir.  I  have  bIho  al.tempted  to  «how  that,  as  compared  with  rates  in  other  qnar- 
tfrs  of  the  ginbu,  considering  whiit  we  give  forthe  money  and  what  they  give  for 
the  money,  our  rates  are  reasonable;  and  that  tlie  fact  that  New  York  hoH  the 
greattHt  per  capita  .lavelopmeut  arnon^  cities  of  its  kind  and  class  in  the  world 
slioi^s  that  thu  public  is  iiretty  m«ll  sotislied  with  the  service  and  the  rate*.  Voa 
must  always  bear  in  mind  tbe  suggestion  I  made  ii  moment  a<<u  as  lo  the  limit  upon 
tbe  capacity  of  your  pluut. 

y.  Is  therii  a  growing  mntnality  or  cumrannity  of  interest  between  the  telephone 
system  nnd  the  Weston)  Union  Telegiaph  systrnif— A.  Why,  the  Westirii  Union 
Company  tr.iusuilts  messages,  and  tlie  tnleplione  oumpauy  is,  ceni-rnlly  sppaking, 
iu  the  same  bnsntess.  We  are  both  competing  fur  public  patronage,  but  we  do  an 
entirely  different  class  of  business.  It  is  not  possible  to  lompare  ihe  two  kinds  of 
business. 

Q.  Is  there  any  comnJnnitj  of  interest  or  ownership  between  the  two — tbe  same 
men  on  both  boards  of  directors,  for  iuslanceT— A.  1  am  not  a  director  of  the  lum- 

fiiny,  but  fnini  grueral  newspaper  reports  you  know  as  well  or  perhaps  bettor  thui 
do  that  some  gentlemen  Hre  on  both  boards.     That  is  a  public  fact. 

Q.  (By  Mr.  I'hillipk.  )  Do  ycm  or  do  yon  not  know  the  directors  of  the  company 
yon  represeotT — A.  I  know  them.  I  can  supply  the  names.  It  is  a  matter  of  public 
record. 

Q.  Is  long-distance  telephoning  displacing  to  any  appreciable  degree  the  bnsinea* 
of  the  telegraph  cuiupaniesf — A.  I  have  no  exact  information  on  that.  I  think  tbe 
result  usually  is  that  if  you  provide  the  public  with  fscilities  they  use  them.  If 
you  throw  a  bridge  across  a  stream,  jou  compete  iu  a  certain  sense  with  tbe  ferry; 
but  if  yoD  watch  closely  yon  will  tind  that  tLe  ferry  and  bridge  will  both  do  more 
business  than  before. 

Q.  (By  Mr.  Litchman.)  Your  company  »t  the  present  time  is  a  subordinate  com- 

£any  of  the  American  Telephone  and  Telegraph  Company,  is  it  nott — A.  I  do  not 
now  what  the  legal  relations  are. 

Q.  1  asked  the  qaestion  to  lead  up  to  the  question  whether,  as  far  us  you  kuow, 
the  American  Telephone  and  Telegraph  Company  is  doing  any  telegraph  businesef — 
A.  I  do  not  know. 

Q.  (By  Mr.  Kehnkdy.)  Have  yon  any  information  ns  to  whether  tbe  long- distaoce 
telephone  of  the  Bell  (Company  is,  in  rut  degree,  intting  into  thenrofits  of  the  tel- 
egraph companies T — A.  I  nave  no  knowledge  on  that  anbjeot  at  all. 

(J  Have  you  ever  heard  nny  complaint  ander  that  head  from  the  lelecrapb  peo- 
plel— A.  No.     If  they  have  any  complaints  to  make  they  probably  woald  not  make 

Q.  Is  there  ever  iiny  violation  of  secrecy  in  the  use  of  tbe  lelepbooeaervlcef     Do 
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yon  baveBnycomplaiDtsoD  that  headi — A.  Tbe  State  of  New  York  hu  enacted  lawi 
OD  that  inbject  making  it  a  miBitemeBDni,  I  think,  to  diviil^ce  telephone  messaRes, 
nnil  I  have  neTer  had  any  complaint  of  that  kind.  PerbMpe  it  is  proper  to  aay  Ibat 
ouoein  a>!reat  while  some  Hubscriher  thinks  that  his  conversation  has  been  lUtened 
to  and  nsed ;  bnt  1  efaonld  say  tbat  dnrin);  my  experience  I  have  not  heard,  on  an  aver- 
fti:e,tno  sach  complain ta  iu  a  year;  and  npon  iuvestigaiion  1  have  never  fonnd  tbat 
ftuy  such  iliviil((ln}(  of  the  aeorets  of  siibsoribera  has  oconrred. 

(l-  (i)y  Mr,  LiTcHUAN.)  Does  Dot  your  system  provide  a  safegtiarrl  against  inter- 
riiptioQ  by  an  outsider  wbile  oonversation  is  going  onf — A.  Oh,  if  the  wire  were  on 
H  boasetop,  a  man  mijirht  go  there  and  attach  inBtramenta  to  it  and  liHl.eo. 

Q,  I  mean  iu  thentdinary  conrse  of  business.  Take  your  wires  in  conduits.— A. 
Tbeie  would  be  no  means  for  anyone  to  tap  them. 

<j,  No;  I  understand.  But  if  there  were  two  or  three  persons  on  tbe  same  wire — 
what  yoa  call  UDliinited  service^  but  no  direst  wire— woaid  it  be  possible  for  either 
of  the  other  two  to  brenk  in  while  one  was  using  the  wire,  or  do  yon  have  an  attach- 
ment by  which  tbat  is  impossible? — A.  A  lookoutl 

Q.  That  ia  what  I  mean. — A.  No;  we  do  not  have  any  of  tboMu  things,  because  we 
have  veiy  few  party  lines  in  service.     Nearly  all  of  ours  are  direct. 

(Testimonj'  closed.) 


ruE  Interior, 
IInitbd  States  Gbological  Survey, 

Wiuhiiiglon,  D.  C,  January  4,  1893. 
The  Secrrtart  of  thb  Intrbtor. 

;<|R ;  1  bee  leave  to  Invite  your  attention  to  tbe  Departmental  l^lephonio  system. 
8n  far  as  tbisofBce  is  concerned,  during  the  2  years  tbat  have  passed  since  its  instal- 
lation, there  has  not  been  an  entire  day  when  it  save  satisfactory  service  through- 
out the  building.  It  has  been  a  daily  source  of  vexation,  a<>d  has  cauned  more 
e  than  tbe  old  method  of  sending  messengeTS  to  convey  communications. 
:em«  to  work  fairly  well,  but  there  are  occasions  when  In  tbe  midst  of 
•ill  suddenly  suspend. 
Freqneut  oumplaints  have  gone  from  this  office  to  the  Department,  and  efforts 
have  been  made  to  correct  tbe  diWcultiBH,  but  son;etimBS  the  repairer  would  scarcely 
depart  before  tbe  same  trouble,  or  worse,  m>nlil  be  discovered. 

UnlesH  it  can  be  made  into  a  system  that  will  perform  proper  service,  i  have  the 
honor  to  reiiuest  thMt  It  be  entirely  removed- 
Very  respectfully,  Chas.  D.  WAixxyn,  IHrectitr. 


Dkpabtmrnt  OK  mx  Intrrior, 
liNiTEn  Status  (iuoixMiCAL  Sukvey, 

S^lembtr  28,  1898. 
Dear  Colonel  Kizkr  :  Tbe  telephone  on  tbe  fifth  floor  of  the  Survey  building  is 
absolnCely  ivortbluss.     -Mach  time  1h  lost  In  trying  to  use  it,  and  generally  a  meaaen- 
ger  is  sent  from  the  telephone  room  with  the  message  tbat  onr  instrument  can  not 
manage.     Can  not  something  be  done  to  improre  or  replace  the  thing) 
Yours,  tmly, 

V.  W;  Clark,  Chief  Chemitt. 

[IndcrKmeiit] 

Septrmbbr  28, 1898. 
Kespectfblly  forwarded  to  the  chief  clerk,  Intitrior  Department. 
This  eomplaint  will  apply  with  equal  force  to  every  Departmental  telephone  in 
tbe  Survey  buildinL:,  and  it  has  been  repeatodly  made  everelnce  tbe  inauguration  of 
tbe  system. 
I  agaiu  urge  tbe  installation  of  a  practical  system. 

H.  C.  RlERR,  CK^f  Clark. 


■ooglc 
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Department  of  the  Interior, 

Oeneral  Land  Office, 
Wailiington,  D.  C,  Oelober  19,  IS. 
The  Secrktart  of  ths  Intkbior, 

Sir:  I  have  to  call  your  attention  to  tha  workiofn  of  the  Departm< 

sarviee,  which  ia  ■   ■   '*  ■  '     '  

repaira  and  BtMm 
practical  improve 

It  IB  respectfall;  reqaeateil  that  Bomo  better  ByBtem  be  adopted  to  afford  a  mote 
aatisfBctory  method  of  commiiDicadon  with  the  various  braoclieB  of  the  Department 
now  reached  onl;  by  this  loefQcient  Bjstem. 
Very  respectfiilly, 

Binoer  Hermann,  Commiuiontr. 


Dbpartmbnt  or  tbb  Intrsior, 
Ukited  States  Patent  Officb, 

WatMngtiM,  D.  C,  Stpl^mbtr  S8,  1897. 
Mi.  £.  H.  Dawbon, 

Chief  Clerk,  Department  of  the  Interim;  WatMngUm,  D.  C. 
BIK:  I  beg  leave  to  call  yoar  attention  to  the  fact  that  tbe  telephone  in  room  33 
la  in  very  bad  condition.  It  has  not  been  Id  good  shape  for  the  past  G  or  6  neeka, 
and  for  tbe  la«t  few  days  it  haa  been  fonnd  necessary  to  resort  to  the  telephone  in 
an  adjoining  rooni.  This  telepbooe  is  perhaps  ased  more  than  any  other  in  thin 
office,  and  the  repeated  efforts  on  the  part  of  the  electrician  of  the  building  to  repair 
it  have  not  met  with  snocess.  I  must  ask  that,  ntiless  it  can  be  put  in  better  shape 
than  it  IB  now,  it  be  removed  irom  the  room  entirely,  as  in  its  present  oondltion  it 
is  simply  an  aggiavHtion. 

Very  respectfully,  Geo.  L.  Houton,  Chi^  CUrk. 


Department  op  the  Interior, 
Bureau  of  I'rnbionb,  Office  of  tre.  Commissioner, 

WaakingloH,  Auguat  S,  1898. 
Tbe  Secretart  of  the  Interior. 

Sir  :  For  some  time  past  we  hsve  had  nnmeroiiB  complaints  oonoomiag  oar  local 
telephone  service.     1  called  npon  the  chiefs  of  divisions,  and  I  have  the  honor  to 
aubmit  herewith  reporta  from  each  for  ^nr  oonaldetation. 
Very  reapectfnlly, 

H.  Ci^Y  Evans,  Comnittiontr, 

(This  iBttor  from  the  Commissioner  of  Pensions  Is  aooompaoisd  by  r«porta  from 
15  chiefs  of  divisions,  in  which  the  telephone  servioe  is  aaid  to  be  "very  ansatiafac- 
tory,"  "  absolutoly  worthless,"  "practioally  useless,"  "  a  aoaroe  of  continaal  annoy- 
ance," eto.     In  none  of  these  reports  is  tbe  Bervice  favorably  mentioned.) 


Department  of  teie  Interior, 

Office  of  Indian  Affairs, 

WaeHnglon,  Jugnat  16,  1898. 
Hon.  E.  H.  Datson, 

CkUf  Clerk  of  the  Interior  DtpartiMnt. 
Sir:  I  regret  exceedingly  to  inform  yon  that  the  telephones  in  this  Bureau  are  a 
continnal  source  of  ani1o^anc«,  mnch  of  tbe  time  out  of  order,  and  always  ansatin- 
fiiotory,  both  as  to  apeakiUK  and  hearing. 

I  inclose  a  letter  of  complalot  fhim  my  chiefs  of  division.    I  sincerely  trust  that 
you  may  be  able  to  supply  us  with  a  b«tter  aervioe. 
Very  reapeotfuUy, 

W.  A.  Jones,  Comn»i»Hi>*er. 

(This  letter  from  the  Commisaioner  of  Indian  Affairs  is  accompanied  by  a  report 
from  4  chiefs  of  divisions,  in  which  the  following  statement  is  made : 

"  These  telephones  were  put  in  some  2  or  3  years  ago.  the  object  being,  ae  given 
out  at  the  time,  to  facilitate  commmiication  between  the  several  divisions  of  thin 
Bnreau  of  the  Department.  They  are  a  lamentable  failure.  They  never  have  been 
entirely  satisfactory.  Even  when  flrat  put  in,  and  it  was  supposed  thev  were  then 
at  their  beat,  they  ffeff  k  wom  of  auuoyanoe  on  aooount  of  their  erratic  behavior. 
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They  h»7«  ooiwtantly  grown  worse,  until  now  their  work  is  so  nnoerCata  and  irreg- 
Dlarsa  tobe  of  little  or  noTalue;  inuah  of  the  tiote  tlie;  will  not  work  at  kll. 
"  We  do  not  know  where  the  difflcultr  lies,  bnt  Dfttnrally  iafer  tb&t  it  f s  in  the 

-----  -  ._.._„ ... intlrely 
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(a)  M«»*age  rata,  Hrert  lint,  ami  UBo-farljf  Una. 


For  conTsnience  in  accoanting,  oontreote  will  be  taken  at  the  above  flgareB  only ; 


Q  to  2,100  for  two-party  linos)  will  be 


>4,B0( 
taken 


(t)  Auxiliari  ttatio*. 


A.  etation  auxiliary  to  a  mesiage-rate  station  oo  the  same  premises  with  the  main 
station,  bnt  connected  by  a  separate  direct  lino,  will  befamiahed»t$48  per  annam, 
all  meaaages  to  be  accouatud  for  as  if  sentfVom  themainetation.  Both  hues  will  be 
designated  by  one  drop  number  nud  will  be  adapted  for  use  as  a  "  doable  tiaok."  A 
■abscriber  employing  au  auxiliary  station  may  contract  for  messages  nnder  the 
direct-line  schedule  up  to  1,500,  aud  beyond  tliat  number  tn  groups  of  4O0  at  93  per 
handred,  the  contract  iu  any  case,  ho'wever,  not  to  be  for  more  than  4,600  luoal 
e  for  each  line  contracted  for.    Additional  messages  4  cents  each. 


(c)  Private  branch  exehange  lakeduU. 


[For  a  prlTsle  brsncli  exchange. 


(h  ol  One  hundred  «nd  elghlr-llrat  Mreet.] 


riem. 

Annnal 
rate. 

^■s 

Additional  local  □ienBc«s,  4  cents  each,  or  t3  per  hundred  If  contracted  lor  In  advance. 

it  hotels  and  apartment  honseg  this  rate  la  from  tS  to  tlZ.  accardlDR  to 


r  number  of  statlona 


be  taken 
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ooDtraot  year,  when  the  nnmber  of  measageB  sent  is  leas  tbftn  the  uai 
the  entire  echednle  (which  advanoes  ftom  3,600  by  utepa  of  100),  will 
oonuderatioD. 

(d)  Harlem  rale. 

"Haclein,"  compriaing  Manhattan  laland   between   llOtb  and   140th  etreeta;  a 
"Harlem"  mesaagebeinK  a  meaawetoany  other  atatioDCOunecMd  with  ui exchange 
of  tbe  company  in  "HaTlem,"  aaa  a  Manhattan  or  Bronx  message  being  coaQted  ae 
two  "  Harlem    messages- 
Harlem  messages,  each.. W.  06 

Minimam  monthly  cbarge.-. 3.25 

Two-st-ation  line;  indiTidnftlsignallus;  contract  tenn,  six  months. 

For  the  ezcIualTe  nse  of  the  line  an  additional  charge  of  91.25  per  month. 

THE  BRONX. 
(«)  Flat  ratel — Batinegi  or  rwidenoe. 
a  tbe  borough  ol 


JB  being  a  meeHsge 


cted  wltb  ui  exchange  ol  the  company 


(/)  Menage  ratee — Biuineei  or  rmidenee. 

[e  being  ft  mcsBftge  to^n^  olherj'tatlon  <»nnecled  with  an  exchange  ol  the  company 


irough  of  The  Bronx.] 


year. 

moDlliIy  t 
Direct  line. 

"2T"' 

600 
700 
800 
900 
1,000 

1 

TO 
76 

1 

7 

S 

(g)  Melroie  imo-boroagh  rate — Bueineu 

[A  local 

600  local 

Additional  local  messagea,  eaob 


or  reiidenct. 

the  MelroK  exchuige  to  s  station 
Hanbatlan  ot  the  bonnigh  nC  The 


(h)  Menage  i 


Three  or  more 

4001ocaln;  .      . 

Additional  local  messages,  each  . 

(i)  Flat  raiet—Eetidenct only. 

[A  local  menage  being  a  message  to  any  olber  station  connected  with  the  aame  excbange.J 

Direct  line •48.00 

Two-station  line 36.00 

Three  or  more  etation  line .^ M.OO 

(j)  CommUtic*  pay  itationt  (Manhailan  and  The  Bronx). 

I  operating  pn 

^ 80  per  cent  of 

more  than  5  cents  on  any  one  message. 
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STATEKEHT  OF  EDWAKD  J.  HALL, 

Fuv- Pretidail  and  (itTieral  Managrrof  th«  Anaican  Telephone  iitid  Telegraph  Company. 

The  telspbone  flrat  receiveil  Keuflral  pabllc  iiotire  at  tb«  CeDteonial  Eipoaitlou 
lielil  in  Philadelphia  in  18T6,  and  iiumedlWtely  following  thia,  attetnpta  were  made  to 
levelop  ita  Qouiiuercial  iiH«. 

At  Ihe  outset  its  ponsiliilitiea  were  appreciated  dimly.  If  at  oil,  anil  with  the  crude 
[.BirunientB  and  electrical  appliances  then  available  ita  range  of  communication 
A'aB  extremel;  limited. 

At  tirst  agents  were  appointed  by  the  Bell  Company  to  rant  telephones  anil  bella 
iir  the  equipment  of  short  prlvatu  hiiee;  thnt  in,  lines  connectin)^a  man's  office  with 
i1h  factor;,  or  his  huase  with  bin  Btable.  Each  CDstomer  built  hii  own  line,  naually 
-miiloying  the  agent  who  rented  the  telephuuee  for  thfht  purpoxe,  and  tfae  agent's 
Dcume  WHS  derive-i  trom  (he  profit  oa  tbia  coostmotiuu  and  a  commission  on  the 
:fiital  chiirged  for  eijnipmeut. 

Very  sbnrtl;  It  became  eyideut  that  it  woald  be  an  advantage  ti)  the  owners  of 
Jiese  lines  if  the; .con Id  be  interconnected  at  some  central  point,  constituting  what  is 
low  kuown  at)  A  telephone  exchange.  When  this  bod  been  arranged  for,  npplicationa 
jegan  to  coQie  in  from  customers  who  deai  ted  tube  connected  with  the  exchange, 
>iit  did  not  care  to  build  their  own  lineH  Jdt  that  pnrpose,  preferring  to  have  them 
urniHhed  by  the  agent  at  an  annual  reiit-al.  Such  naeasw^a  made  by  individoals 
It' public higifwayB  was,  of  conrse,  unlawful,  and  no  HUbatautial  buHinesn  coold  have 
leen  built  np  oo  thin  boaia,  making  it  necessary  that  quasi-pnblic  corporations 
dioiild  be  furuied  fur  this  purpose. 

The  construction  of  these  exchanges  on  any  oonaiderable  aeale  throughout  the 
country  also  called  lor  an  invextment  of  capital,  which  neither  the  Bell  Company 
lor  itH  agents  could  fumiah,  and  atep»  were  therefore  taken  to  orgauiiie  local  c«m- 
>anieB  everywhere,  each  company  having  exchiaive  e^ichange  rights  within  the  area 
illotted  to  it.  and  the  Bell  Company  reserving  to  itself,  or  to  other  licensees,  the 
iglil  to  conuect  exchanges  with  each  other  by  trunk  lines. 

As  would  naturally  be  expected,  some  of  the  couipsniee  thns  organized  were  pro- 
^cBsive  Slid  energetic  and  others  were  not.  bo  that  in  some  plaoea  the  public  was 
veil  served  .(bo  far  as  the  crude  niethoda  then  in  use  made  that  poasible)  while  in 
libera  it  was  badly  served,  and  the  bosineas  iuadeijnately  developed. 

So  long  as  the  servict^  was  purely  local  tbia  bad  no  generally  bad  effect,  but  when 
iitercommunication  between  exchange  areaa  wns  attempted  many  difficulties  nat- 
i  rally  resultBd.  To  meet  the  demand  for  this  intercom mnuicati on  the  Belt  Company 
not  itself  undertaking  t<i  construct  and  operate  lines)  ixsued  licenses  for  lines  cou- 
ii'Cting  these  smull  local  companies,  sometimes  to  parties  not  holding  exchange 
icfnaea  but  usually  to  such  licenseca,  and  naturally  to  the.  moHt  progruKBlve  of  tbem. 

Tlieditltciilty  of  tuaintHinln^r  Katisfactory  interconnectiug  line  service  under  such 
:onditiiiua  led  tu  the  piirihaHit  of  many  of  the  local  interests  by  companies  organised 
in  )i  lar)i;er  scale  10  operate  over  wider  areas.  This  process  brought  about  many 
iupro\  ements  both  in  the  better  construction  and  operation  of  t.hii  in  tei  connecting 
iueH  and  also  in  the  local  rxchangea,  which  of  necessity  had  to  be  rccouBtrnated  and 
luproved  In  order  to  make  communication  over  longer  distances  practicable.  At 
bat  timelheatah'Of  the  art  made  it  Impossible,  under  the  moat  favorable  conditions, 
o  talk  satiefaetorily  between  points  any  considerable  distance  apart,  but  fairly 
;niid  service  was  given  between  the  larger  eschsnges  and  their  suburban  tributary 

Up  to  1885  the  apparatua  in  one  was  adapted  wbolly  to  grounded  lircuite,  an<l  the 
lae  of  iron  and  atei-f  wire  was  univerHal.  Lines  were  constmcted  on  poles  orroufs 
it'  buildings.  The  us«  of  hard-drawn  copper  wire,  which  has  made  transmission 
iver  great  diHtances  poasible,  was  unknown,  but  the  possibility  of  JtH  use  had  been 
.iiggested  aa  11  meamt  of  CBtablisbing  real  lung-distance  service. 

For  the  purpose  of  testing  this  idea  on  experimeutal  circuit  of  hard-drawn  c€>pper 
>  ire  was  tried,  and  the  re.tiilt  was  so  promising  that  early  In  188.=t  the  American  Tele- 
I hone  and  Telegraph  Company  (which  has  aiucu  been  popularly  known  as  the  ''Long 
>iatunce  Company  "|  was  orgauizcd  and  the  construction  of  a  commercial  line 
•I'tween  New  York  and  f  hiladelphia  at  once  commencd. 

It  was  2  years  after  this  befure  the  experimental  line  was  ready  for  public  aerv- 
ce,  and  that  period  waa  filled  with  trials  and  discouragements  before  a  auccesaAil 
'esutt  was  finally  ai-hieved. 

it  was  determined  to  try  the  experiment  on  a  largs  scale,  anil  heavy  poles,  45  feet 
n  length  (an  unusual  si>;e  at  that  time|,  were  erected.  I'pun  these  poles  24  faard- 
Irawn  copper  wiren  were  strung,  tlie  method  of  handling  and  connecting  this  wire 
n  1181  to-day  being  substantially  worked  out  at  that  time.  It  was  b'lieved  thnt'by 
isnig  these  wires  in  metallic-circuit  pairs  inductive  disturbances  would  bcetimi- 
lated.  but  v'hen  the  tine  was  finished  it  was  found  that  conveisation  on  any  one  of 
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the  oironits  oonlA  be  readily  overheard  on  maj  of  the  others,  and  that  tho  line  ironld 
be  a  aommercial  failure  unless  this  oould  be  overcome. 

Bkillful  inTcntura  vrere  luiliBd  to  work  on  this  problem,  and  after  mnoh  stod;  and 
many  experimente  u  luccensful  solution  of  the  problem  was  flnally  reached. 

Anolhei'  aerious  difSculty  was  encoantered  in  traosferrinff  the  current  from  the 
loetallic-uircuit  tmnk  lines  lo  tbe  grouniled-rircuit  wires  nnioh  were  then  nsed  by 
the  local  eichnnges.  A  method  and  apparatus  for  this  purpose  were  worked  out,  aa 
it  was  the  purpose  of  the  company  friim  (he  outoet  not  to  undertake  the  method 
which  lariiely  prevails  in  other  countries — ot're^iiirinj;  users  of  the  lines  to  come  to 
special  toll  ol^ces  at  tbe  terminiil  points.  It  was  nut  thought  that  the  American 
bnsioeKS  man  would  take  kindly  to  tbis  waste  of  time;  and  it  is  believed  that  thia 
policy,  then  established,  has  biwl  much  to  do  with  tbe  great  development  of  trunk 
lines  in  this  country  as  compared  with  any  other  in  tbe  world. 

About  this  period,  and  following  on  for  tbe  next  few  yean,  a  namber  of  oansea 
were  at  work  leading  finally  lo  tbe  introduction  of  the  metallic-circuit  service  in 
the  1oi:b1  exchanges,  which,  to  ai'cnmpliah  this,  were  oblifjed  to  go  through  another 
era  of  plant  reconstmction. 

WiTeH  had  multiplied  to  sQch  an  extent  that  a  ffeneriil  demand  arose  to  have  them 
pataodei  ground  where  they  were  heavily  massed  in  tbe  business  ceuters  around  the 
— e  exchanges,  aud  the  rapid  development  of  hli;b-teuBion  currents  for  electric- 


llgbting  and  street  rsilwav  purposes  tended  to  wriously  iuipait  and,  in  si 

make  alroost  inoperative  the  se — '"'   ~' —  '"  '■'"-  ' — '  — ' ' 

using  tbe  ground  for  a  return. 


make  almost  iuoperative  the  service  given  Id  the  local  exchanges  over  single 


inventors  were  again  called  apoo  to  devise  cables  aajtable  for  use  under  groand, 
and  rabies  have  been  so  fur  perfected  that  to  day,  for  short  dietauceB,  they  are  as 
eatisfsc'tory  as  tbe  old  ovurhend  wirrs,  and  are  g«-nerally  nsi'd  whei-e  wires  would 
otht-rwise  be  massed  on  poles  in  tbe  principal  streets  of  oar  cities  I 'nfortunatel;, 
cables  are  very  detrimental  to  tbe  efticieucyof  trnasmlssion  over  lonfi-Uiataneelinea, 
and  ever;  ellort  is  unide  to  eliminate  them  in  the  long-distance  service,  except  in  the 
ehort  section  from  tbe  terminal  excban^te  to  the  custotner'H  station. 

At  this  point  I  might  call  yonr  attention  tn  the  fact  that  constaut  iind  rnpid  chaoMS 
in  tbe  extent  aud  character  of  service  furuisbed  and  the  oimtiuuoui  rL-ronstructlon 
of  the  plant  demanded  by  the  changes  in  oonditious  to  which  I  have  referred,  and 
by  tbe  perishable  nature  of  tbe  materials  and  appiiratus  employed,  have  made  tbe 
qnestiou  of  rates  for  service  one  of  great  complexity  for  tbe  inanaf^ers  of  telephone 
oompanles. 

At  tbe  outset  rates  were  made  by  men  who  necessarily  had  had  no  ex[ierienoe  in 
tbe  business,  and  in  many  cases  they  made  prices  below  the  actnal  cost  <if  service, 
and  even  when  they  fixed  pricen  which  adequately  provided  fur  existing  conditions 
the  increase  in  si.'S  and  cost  of  exchanges  soon  tended  to  make  a  fixed  flat  rate 
nnprafital>]e. 

The  result  of  tb  is  was  that  many  of  tbe  companies  were  losing  money  and  advances 
in  rates  became  absolutely  nei'essary.  It  was  natural  that  these  advanoes  should 
meet  with  resistance  from  their  customers  and  become  in  many  States  a  matter  of 
legislative  consideration  and  iuvcstlgation. 

As  a  result  nf  this  study  of  the  subject  and  the  knowledge  acquired  b.v  longer 
experience,  both  parties  have  come  to  a  better  nnderstanding.  What  helped  more 
than  anything  else  to  bring  thin  abont  waii  the  recognition  oj  telephone  managers 
of  the  fact  that  tbe  true  unit  of  charge  is  tlie  me-isage,  and  tbe  reoo^uitiou  by  tbe 
uuelomer  tbaC  It  was  reasiinable  and  just  that  he  should  pay  in  proportion  toservioe 
ri'udered.  Tbia  makes  it  tbe  interest  of  tbe  exchange  manager  to  furnish  the  best 
possible  aervice  in  order  to  promote  tra die,  and  SHtisfiss  the  small  users— who  always 
constitute  the  ercnt  niajority— that  Ibey  are  not  called  upon  to  pay  an  nnneCMSarily 
high  price  for  ttieir  service  in  order  that  great  corporations  aud  business  houses  may 
have  service  at  cost  or  beluw.  So-called  flat  rates  are  reasonably  equitable  in 
smaller  places,  where  the  conditions  ns  to  facilities  aud  traffic  are  fairly  uoirorm, 
but  tbey  have  no  place  In  the  service  of  a  large  city  where  these  conditions  do  not 
prevail. 

Trunk-line  rates  have  shown  less  variation  because  they  were  originally  startad 
on  tlie  correct  principle  of  charging  by  the  message.  Originally  the  rates  estab- 
lisbed  were  usually  about  1  cent  per  mile  for  the  time  actually  consumed  in  conver- 
sation, with  au  allowance  of  5  minutes  for  each  message.  It  having  been  found  that 
many  messages  actually  consumed  less  time  than  this,  a  substantial  reduotion  In  the 
rate  was  ma>le  by  reiluciug  the  initial  message  period  to  3  minutes  and  making  a 

Eroportionate  reduction  in  rates,  so  that  the  prevailing  rate  to-day  In  this  country 
I  substantia  11  y  three-flfths  of  a  cent  per  mile  fur  a  coDveiaation  of  3  miuntes,  witn 
a  proportionate  increase  for  use  in  excess  of  that  time. 

Stated  in  another  way:  The  tiunk-line  customer  pays  one-flfth  of  a  cent  per  mile 
foreoob  minate  of  conversation,  but  is  reqnlred  to  gnarantee  a  use  of  at  least  3 
minute*. 
Ths  development  of  all  classes  of  telephone  service  in  this  conntrv  so  greaUj 
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exoeedi  tliat  of  foreign  oooiibrlea  that  it  is  a  fair  aasniaption  that  Mrvice  and  ohargM 
ftra  comparatively  aiore  acoaptable  to  the  people  here.  Speaking  generallj,  the 
ohiiigsR  for  ker vice  are  higher  here  than  in  Europe,  bnt  theie  are  so  many  different m 
ID  oonditii>aB,  both  as  to  character  and  amount  of  nDrTioe  furniBheii,  and  as  to  the 
ooBtofoouatruction  anil  operation,  thatit  is  almost  impoaaible  toniake  a  faircompari' 
■on.  The  greateat  single  factor  is  the  lowoost  of  labor  in  Europe  compared  with  its 
coat  here.  I  noderetaud  tbat  this  bae  beeu  fully  presented  to  ;on  by  other  wit- 
nesses, and  I  will  not  go  into  details  which  would  be  largely  a  Tepetitiou  of  teati- 
mony  already  reoeired. 

I  want  to  say  a  word  more  ud  this  snbjeot,  and  tbat  is  tbat  in  relation  to  charges  tor 
loug-di stance  service  many  of  the  fignras  r«portad  ttom  otbci  couutrisH  are  mislead- 
ing; as,  for  iuBtani  e,  in  Uermany,  between  points  where  the  meBtage  charge  would 
be,  say  aa  cents,  it  in  neceBsaty,  if  one  desires  prompt  servii-o,  to  make  what  is  called 
an  "  urgent  call,"  for  which  the  charge  is  three  times  the  regular  rate.  In  Sweden, 
for  prompt  service,  or  for  servicn  at  Uxed  hours,  iluiible  rates  are  charged,  white  in 
Holland  the  regular  schedule  is  doubled  between  noon  and  4  p.  m. 

In  general  the  nnmber  of  tmnk  lines  provided  in  Europe  is  very  limited,  and  a 
cnstomer  has  no  idea  when  he  will  be  served  nnlesn  he  offers  in  advance  to  pay  two 
or  thri'e  times  the  tarilt'  rate. 

The  service  is  also  subjected  to  many  embarrassing  restrictions;  at,  for  instance, 
in  Kngland  a  customer  iit  a  pnblio  station  Is  absolutely  limited  to  a  3-minute  con- 
versation, no  luatler  how  much  be  may  desire  to  continue  it,  and  this  rule  also  pre- 
vails in  other  conntrles.  The  small  sixe  of  many  of  thesa  conntriea  as  compared  with 
our  own^  and  their  greater  density  of  population,  are  also  very  important  factors  in 
the  consideration  of  any  traffic  problem. 

What  may  be  called  the  present  era  of  telephonic  development  in  this  country 
really  commenced  with  the  opening  of  the  long-distance  line  between  New  York  and 
I'hilailelphiB  on  the  1st  of  January,  1  87.  In  1K86  and  18S7  lines  wor^  commenced 
&OUI  New  York  to  Boston  snd  New  York  to  DnlTalo,  and  since  thiit  time  there  has 
been  a  ciinstant  extension  and  development  both  of  lines  and  of  the  apparatus  neeea- 
Bar\'  lor  their  operation,  until  at  the  present  tlnie  the  American  lelephone  and 
Ti'Icgrapb  Company  anil  38  associated  companies,  forming  what  is  kuowu  as  the  Bell 
system,  now  famish  local  exchange  service  to  abont  900,000  stations  and  trunk-line 
service  over  nearly  700,000  miles  of  wire. 

The  capital  stock  of  the  American  Telephone  and  Telegraph  Company  has  been 
iucreased  from  time  to  time  as  its  part  in  this  development  has  required,  both  for 
the  coustructiou  of  long-distanie  lines  and  the  purchase  of  telephoaes,  telephonic 
apparatus,  real  estate,  and  stocks  repreaenting  investment  in  telephone  property. 

The  followinK  table  eliows  the  capital  outstanding  from  time  to  time,  the  amount 
oiitstaudiug  July  1  being  held  by  over  e,UOO  atockholdeca,  or,  to  be  exavt,  by  8,130: 

Jan.  1,  18M «7,250,000 

189e 7,500,000 

1896 12,000,000 

1897 20,000,000 

1898 20,000,000 

1899 20,000,000 

1900 70,975,500 

1901 89,100,500 

July  1,  1901 Oi,  237,500 

partially  dne  to  the  purchase  of  the  prbp- 

.  -..-    --    , , _    -J   the 

■mount  of  $20,709,000  has  been  offered  for  subscription  at  par.  In  addition,  col- 
lat«ral  trust  4  per  cent  bonds  have  been  sold  to  the  amount  of  $15,000,000,  of  which 
95,000,000  have  been  sold  during  this  year,  and  are,  therefore,  not  included  in  the 
last  anuual  report,  which  I  prcaent  with  and  make  a  part  of  this  statement. 

This  report  gives  full  details  as  to  the  assets  and  liabilities  of  this  company,  its 
ecelpts  and  expenses,  tofrether  with  f^ll  information  as  to  the  plant,  and  operating 
statistics  of  this  and  its  associated  companies. 
Reapeotfully  submitted . 

Edwd.  J.  Hall, 
Vio&-Pretid«nt  and  Otneral  Manager, 
Nkw  Yokk,  July  15,  1901. 
Statb  Off  Nbw  York,  County  of  Sra  York,  u: 

On  the  15th  day  of  Jnly,  1901,  persoaally  appeared  Edward  J.  Hall,  to  me  known, 
and  known  to  rae  to  be  the  vice-president  aud  general  manager  of  the  Amerioin 
Telephone  and  Telegraph  Company,  and  made  oatb  that  the  foregoing  statement  by 
him  subscribed  Is  trae  to  the  beat  of  his  knowledge  and  belief,  before  me. 
[seal.]  Harry  H.  Bbioham, 

Xolaty  Fttbtie,  ifme  York  Coimtg. 


ioaooo 

1890. 
1891. 

4,000,000 

i;75o:ooo 

The  inoreaw 

between  1899  and  1900  was 
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To  tk«  itaolcholderi: 
t  IB  my  pninful  i 

the  death  of  Mi. , , .___..     . 

■Bideut  of  thiB  oompanv  since  18ST.  Immediately  upon  tbe  organization  of  the 
AmericAU  Bell  Telrphoue 'Company  in  tS80  Mr.  HiidioD  bocnme  ita  oHlcIal  attorney. 
AftumaTda  he  was  siicctssively  its  general  manuger,  vice-president,  and  general 
nianai;er,  and  after  ISHU  ita  president.  In  all  these  relations  he  displayed  excep- 
tional ablliC;  and  Honnd  Judgment.  He  sained  the  respect  and  oontideDce  uf  all  who 
weie  Bsiociated  with  him,  as  well  ax  of  the  pnblio,  and  contributed  in  large  meoaDre 
to  tbe  Buccesafiil  development  of  the  corporation  of  which  ha  vroa  so  long  preaident. 
The  output  of  telephones  from  1891  to  the  Urat  of  the  earrent  jenr  and  'he  yari- 
ona  atatl-'ttCH  of  the  companiea  operating  nader  our  licenses  are  exhibited  in  a  con- 
solidated form  in  the  tables  wbioli  follow: 

Imtrumtnlt  in  llie  hand*  of  IiceM«M,  undtr  re»laL 
[The  flgDKe  In  lower  line  ahoK  iDcreaae  tnaa  jetr  (o  rur.l 

D^-'iO,mi 512,407  I  n^ao.,«<W.. J  f^'^ 


1892.. 


,™  i  772,627 


.Ma  4  1,1.24,846 

1899  4  1,580,101 

674,976        '"^ }  373,811 

92.470 


16,015 


Extra-Urritorial  and  toll  Hnet. 


Jan.  1,  Jbd.I.  .ran.  1.  Jsd.  1,1  Jan.  I,  Jnn 


I  IBS2.      leaS.     IBM.  I   189S.      IBM.  .  18DT.  .   IMS8.  ,  IBSa.  ;    IMO.  I 


Idm...    (l.SM  12, 804  U, 727  tV.K 
lis.  (168,133, 002  l&l,10S,]30,S! 


Toll  conneetioMt. 

The  average  daily  nnmlierof  toll  ooDDections  ie 148,528 

Or  a  total  per  yenr  of  about *T^80P,000 

The  toll  revenae  reported  by  all  companies  for  tbe  year  1900  woa '$8,9^,030.90 

Exchange; 

D.  tJjSD.  1.  Jan.  1,    Jxn.  1, 


BichaDges 

UUesofniraoD 

Ulles  of  wire  on 
huildlDin  .... 

Ullu  of  Hire 
und^reniiiDd 


1B»7.  '  ia«a.  I  1899.      i«0D. 

aiS         838         887         027         B97(     1, 02S     l.ljs'         l,2M  1,318          IM 

Gw      sTi       in.      SM      832;      mti   i.oob      i.ist  1,421      >u 

)i,2ii«,2ii,a7a!32,Da82so.3242>w,s;i2!xn.3iS3iM.M)3    sm.OM  «27,Beni8,8ti 

14.080   ie,(B2|  1152B  12.8aij  12.SM    13,778   1G.32S       1G.087  1S.833     1.TM 

W,21fl|l20,«;G'l48,28s'l84,S15Z3t,e(ll'2B2,«3(358.18i     488.  2»0;  706.  MR  tlfl,  01* 

l,3»t|    1.037     1,HI«'    2,fm\    2,818,    2,fl7s'    2,  BTt        3,40l!  4.203        TM 

280. 4Sel3DT,  701 3S3,  t8<J|30ll.  874  4»),  T2HiKUI,  B4&.S38,  400;T72.  aSB  1.  Die,  777 1,  Ut.  2U2337. 42a 

lalsloirDuiM...  180.4822111, m2(»,B9I2IZ.il74Z:t7.B372e4.«4.^2»,>M33a.2M|    421.ft20|  Me,2S3|  8G.«4S 

TdWlemploveH.     8.378!    B,S70   10, t2l|  II.IMI    11,8301  lt,42S,  18,882  1B,S88      2S,741  82.837     1.08H 

Total  ■IBtioiia...  218, 0171232,1407X7,188  243, 432  281,  W5  329, 144 384, 230  its,  ISO     S3Z,lWffi  800,880187,834 

■  Nai  inoluding  hareln  carDiuga  at  tbe  American  TulepLoae  and  Telegraph  Uamponj.  wbioh  mil  be 
nnnd  In  the  comparative  aUlementof  teTomie  and  oipeoaes  appeiuled  hMMa> 


E.    J.    hall: — THE   TELEPHONE   BUSINESB. 
KXCHAMaa  coNFrKcnoNa. 


About  1,825,000,000. 

The  niiitiber  of  daily  ciklls  per  station  Taries  in  differcDt  exchanges  from  1  to  16.9, 
the  Bveriige  tbronghoat  the  United  States  being  7.1. 

The  average  oost  to  the  Babscriber  varies,  according  to  the  size  of  the  ezobange 
and  character  of  the  service,  from  less  than  I  to  9  cants  per  oonneotion. 


The  tables  of  mileage  include  tlie  long-distance  toll  system  owned  and  operated 
bj  this  company.  Tbis  syatem  consisted  on  the  1st  of  January,  1901,  of  12,427.63 
miles  of  pole  line  and  cable,  and  167,410.39  miles  of  nir«,  couneotiug  359  ofSoes,  a 

^Ain  jTmi-Tt,!*  rKo  vdAr  rtf  A*1H  en  mtlAa  nf  nnlA  lina  Kitfl    Aa>ila     17  fVtl\  twiiloa  nf  ^ini     anA 


1  ilunng  the  year  of  4SO.S0  mile«  of  pole  line  and  cable,  17,030  miles  of  it 
96  ofHces. 

The  following  comparative  statement  shows  the  nnmber  of  eiohange  stations  of 
the  companies  with  which  the  long-distance  lines  directly  connect,  and  which  fnr- 
nish  the  terminals  of  that  system: 


JNomlHr 

c:oiin«et«(l  by  ■»- 
talllacircill. 

]    tion>. 

8t«tlwu. 

Pwcmil. 

ui.vn 

■■    on.  974 

311. 12D 

4S«,22a 

to!  81 

138,  (B6 

121.003 

7.05 

The  invpstoieut  in  line  constrnccioD,  eqaipment,  and  snppli^  for  thia  system  up 
to  December  31,  1900,  amoonted  to  «16, 162,020.72.  The  gross  revenne  ftom  the  t«U 
traffic  upon  these  lines  shows  nn  increase  of  13.40  per  cent  over  the  nmonnt  earned 
in  1899. 

At  the  <1(>BB  of  the  year  1899  the  property  and  businessof  the  American  Bell  Tele- 

Eh  "DO  CoinpuD}-,  except  its  holdings  in  the  stock  of  thia  company,  were  taken  over 
y  this  company. 

The  revenue  xtatement  appended  to  this  report  exhibits,  therefore,  as  there  stated, 
thii  r«snlt  ol'  operations  of  the  comblne<l  properties  for  tJie  entire  year  1900,  as  com- 
pared with  the  total  of  revennes  and  expenses  of  both  carapnnies  In  1899. 

The  exchange  of  shares  niidpr  the  circular  of  the  Americiin  Bell  Telephone  Com- 
pany dated  April  IS,  1900,  by  the  terms  of  wliioli  U  shares  of  the  stock  of  the  Amer- 
ican Teleiihone  and  Tele^apli  Compiiny  were  )[ivpD  for  each  share  of  the  American 
Bell  TeleiiliiiiiH  Company,  has  been  Bubstantially  completed. 

By  a  ciccalar  dnied  April  18,  1900,  this  company  offered  for  snbHoriptiou  by  its 
■bareholders  1  new  share  Ibr  each  5  shares  held  by  them  after  the  exchange  before 
referred  to. 

Ofthe  total  namlmrofsbores  BO  offered  (103,545),  103,018  were  subscribed  for  and 
53,175  shares  were  issued  on  Aagust  1,  1900,  and  50,843  shares  on  Jannar;  16,  1901; 
those  remaining  (527  shares}  were  sold  by  auction  uud  iasiied  in  Febrnary,  1901, 

Collateral  trust  4  pet  cent  bonds  to  the  amount  of  $10,000,000  were  sold  during  the 

The  past  year  has  been  one  of  marked  progress  in  the  development  of  the  buainess, 
the  increase  in  number  of  exchange  sniwcribera  having  exceeded  that  recorded  in 
an;  previous  year. 

DnrinK  the  last  three  years  the  number  of  exchange  stations  baa  increased  f^om 
384,000  to  more  than  800,000.  Thia  remarkable  erowth  has  been  due  in  great  meas- 
are  to  the  adaptation  of  improved  methods  of  construction  and  operation  to  the 
needs  of  subscribers. 

The  general  mioption  of  the  measured-service  system  and  metallic-circuit  party 
lines,  with  corresponding  lower  rates,  haa  attracted  many  thonsands  of  Kubscribers, 
both  businrsa  and  residence,  who  were  previously  deterred  by  the  bighei  cost  of 
other  classes  of  service. 

AH  this  hns  been  brought  about,  moreover,  without  impairment  of  the  quality  of 
■ervice.  As  a  whole,  the  standard  of  construction  and  eCHolency  of  service  has  been 
steadily  advanced  throughout  the  country. 

In  the  larger  exchanges  the  old  type  of  multiple  switchboards  in  fast  being 
replaced  by  relay  boards  equipped  with  electric-lamp  signals  and  central  batter; 
plant,  installml  in  buildings  specially  designed  for  the  purpose  and  owned  b;  the 
companies. 

Material  progress  has  been  made  also  in  underground  construction,  so  that  at  the 
olose  nf  the  jeiir  705,000  miles,  or  more  than  half  the  entire  mileage  of  exchange  con- 
ductors, were  operated  under  the  suiTure  of  streets. 
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Host  of  the  gain  of  exohaoge  atatioiia  DoiuiaUof  those  oonn«c tad  by  nietallio  cir- 
ooita.  At  the  end  of  1900  there  were  638,000  of  that  olaaa,  making  an  increaae  of 
154,000  dnilDK  the  year. 

11  is  doabtlew  tme  that  in  certain  loeolitiea  ratea  too  low  to  oover  onrrent  ex- 
peiueB  and  necewar;  allowance  for  rtmewol  have  been  offered  t 


offered  bj  oompetitora.  We  believe,  however,  HQch  oonditionB  can  not  belastingf 
and  the  growth  thronghoat  the  oonntry  a*  a  whole  has  been  of  a  healthy  and  snb- 
stantlal  «taM«ct«r. 


The  expenditare  to  provide  for  exteneioDa  of  the  baaineaa  throngbont  the  ronntrj' 
hoe  been  larger  than  tnatof  aoy  pievtons  year.  The  new  conatniction  completed  in 
1900  by  this  company  and  the  compauiea  operating  under  oor  licenses  amounted  to 
^8,862,070.85.  Of  Ihia  Bam,  «21,9U,S43.9{  was  expended  npon  exchange  construc- 
tion and  equipment,  and  W,U8,427.Q1  upon  toll  lines.  In  addi  tion  to  the  above, 
•2,349,103.28  was  invested  in  real  estate,  to  be  Dtillzed  for  exobanges  and  company 
offices.  The  entire  expendltnie  for  aonstmation,  inelading  real  estate,  to  the  elose 
of  the  laat  year  has  been  1168,474,517.83. 

Estimatesalieadymadeindioatetbat  the  extensions  of  opera  ting  plant  during  the 
current  year  will  require  fnrtbcr  expenditure  on  a  large  scale. 

The  year  jnat  passed  roouds  out  the  quarter  century,  within  which  is  oompaMsd 
the  discovery  and  applieation  of  thu  art  of  transmitting  speech  by  telepbone.  A 
brlefreriewof  thedevelopnient  and  growth  of  this  new  industry,  wliioh  baa  become 
BO  important  a  factor  iu  comntercial  and  aocial  life,  seems  appropriate  at  this  time. 

Twenty-five  years  ago  the  wonderful  invention  of  Professor  Bell  was  made  known 
to  the  world.  Twenty -three  years  ago  the  first  telephone  exchange  in  the  world  was 
establtehed  in  the  United  States,  and  from  that  tfoglnning  has  been  bailt  ap  the 
great  system  of  exchangee,  and  the  network  of  connecting  Tinee  over  wbieh  eonver- 
sation  cau  be  held  bfltween  points  over  a  tJiousand  miles  apart. 

Twenty  years  ago  there  were  47,H80  telephone  subsoribeia  iu  the  United  Statea, 
and  29,714  miles  of  wire  in  use  for  teU phonio  purposes.  At  the  end  of  last  year 
there  were  800,880  exchange  stations  equipped  with  our  instruments,  and  1,961,801 
milea  of  wire  were  employed  for  excliouge  and  toll  line  service. 

Th«  United  States  has  from  the  begiuniug  held  the  leading  place  among  nations 
in  respect  not  only  of  the  extensive  development  of  the  business,  but  in  the  employ- 
ment of  modem  and  improved  appliances,  tending  to  greater  emciency  of  service. 

In  eonnectiou  with  the  record  of  development  of  telepbone  service  in  this  conntry, 
some  comparison  of  the  systems  of  foreign  conutries  is  of  interest. 

The  latest  reporfai  that  ean  be  obtain^,  part  of  which  are  for  tbe  year  1899,  others 
to  the  close  of  1900,  show  tbe  countries  next  in  ordor  to  tbe  United  States,  as  reapecta 
the  development  of  telephone  service,  to  be  the  Genuan  Eidpire,  having  229,391  sta- 
tions; Oreat  BritHin,  171,660-,  Sweden,  7S,500j  trance,  59,927;  Switzerland,  3S,H64; 
Austria,  32,256;  Bussia,  31,376;  Norway,  29,446. 

As  before  stated,  there  were,  at  the  close  of  last  year,  more  than  800,000  atationa 
connected  with  the  exchanges  of  our  lloeuspe  companies,  which  exceeds  tbe  aggre- 
gate numlter  of  subscribers  in  all  tbe  countries  of  oontiDental  Europe. 

In  addition  to  this,  there  were  over  40,000  private-line  stations  equipped  with  onr 
telephones. 

The  namlMr  of  exchange  and  toll  line  eonneoUons  in  tbe  United  States  now  reaches 
dmost  two  thousand  millions  yearly. 

The  suits  of  The  American  Bell  Telephone  Company  «.  National  Telephone  Uann- 
faotnring  Company  et  nl.,  aud  of  The  American  Bell  Telephone  Company  v.  Century 
Telephone  Compauy  et  al.,  brought  under  tbe  Berliner  patent  in  tbe  circuit  com  t 
of  the  United  States  for  the  district  of  Haasaobusetts,  were  arrued  before  Judge 
Brown  in  November,  1899.  On  February  37,  1901,  Judge  Brown  lilad  a  decision  for 
the  defendants  In  each  case.    An  appeal  will  be  taken  €>  the  oircnit  court  of  appeals. 

For  the  directon. 

Alhuhdkb  Cochrane, 

Pretident  pro  tewn. 
Ledger  JtaUmoM,  Deoeaiber  St,  1900. 

DEBTORe. 

Constrnotion,  eqoipment,  and  supplies 916,  162,030.72 

Telepbonea 4,311,928.75 

Real  estate 1,567, OlS.te 

Stocks  and  bonds 71,719,324.01 

Patent  account 24,101.00 

Macbinery  and  tools 31,477.94 

Cash  and  deposits 1,078,071.70 

Bills  and  accounts  receivable 6,240,640.37 

American  Bell  Telephone  Company 22,110,400.00 

122,334,983.24 
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C«piUl8took 889,100,500.00 

Surplni 1,813,199.74 

Bond* 10,006.000.00 

EcwTYM 2,416,368.34 

Bills  and  aeconnta  payable' 2,928,709.91 

Contingent 15,970,210.25 

123,234,983.24 
Wu.  R.  Driver,  Treaeuror. 
March  26,  1901. 

CoMporoMva  lUitemml  o/tami1tg»  and  e^mua. 


KARNINGS. 



im. 

IS,  044, 008.  S« 

IMW. 

1.«a7, 191,08 

«,5S4,4M.£1 

EXPENSES. 


LmdH 

iDUmat  and  (unn . 
Ttlepbaaa  tnffio... 


103,T4R.4« 
l.igl.iai.SS 


IT4S,JW.48 

10,134.117 

i,STe.i».M 


j      8,4111, 8mBl 

*,iw.4ii.aa 

G,4Sg,05T.M 

1 

l,4Cn,4E«.Bl 

■ 

1,407,460.  SI 

N.  B. — The  foregoine  atatement  for  1899  is  for  the  pnrpoM  of  compariBon  and  is 


March  26,  1901. 


Wh.  B.  Driver,  Tnatura: 


Baltimore,  Hd.,  July  tS,  1901. 

8VFFLEXEVTAST  BTATEKEVT  07  DAVTEL  E.  HATHS,' 

OMMral  SoliMoT  MtrchaitU  and  Miner*  TrantportaUo*  Campanf. 

To  the  koncrabk  III*  menbtn  of  the  Ittduitrial  Comptiinitm,  JFoMngUm,  D.  C. 

Sirs:  With  a  view  of  Bimpllfjlng  the  proposed  acts  which  I  iuotosed  to  yon  in 
my  lett«r  of  March  3, 1  wonld  recomiuonil  that  an  additional  act  be  adopted  by  Con- 
gress to  speoifically  cover  the  crime  of  "bnyiDg,  receiving,  or  selling  aoy  money, 
eooda,  bank  notes,  or  other  things  which  may  be  the  enbject  of  larceny,  and  whioh 
ave  been  feloniously  taken  or  stolen,"  and  tims  eliminating  this  feature  from  the 
two  acts  as  heretofore  proposed. 

lOClhiaamoout  (l,2ii2.ZT7.2e  I*  ror  the  diTldeodi  payable  Junsry  IS,  IWl,  lo  ■l«kluilder*  of  noord 
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With  ft  viuw  of  making  this  suggeBtiou  aa  eimple  aa  poiwible,  1  would  recomniend 
ttuit  the  two  previoDH  amen d men  (ti  ti>  R.  8.  4596  und  K.  8.  6350  which  oocnr  ia  my 
former  testiniODy  b«  eliminated,  and  the  foJlowin)r  put  in  thelt  place,  for  auoh  Botion 
u  your  oonunisHJoji  und  the  GuvertimeDt  authorltieB  may  desirs  to  adopt: 

AN  ACT  To  uuan.l  Motlgn  fortr-BTe  hoadred  and  aloetj-Mx  of  the  Revised  SUtutn  or  (be  XTniUid 
SuUa,  relating  to  oBtonaat  uhI  panlahmeiit*. 

Be  it  tHoottd  bg  Iht  Senale  and  House  of  Beprett»lative$  of  tite  United  Stale*  of  Ameriat 
inOo»gre*tat>vniblad,  ThatsabsectloD  eiebtof  BoclfoD  forty-live  hundred  and  niuely- 
Hixof  the  Keviteil  Statiitoeof  the  United  State*  be,  And  the  same  ia,  amended  to  read 
as  followa : 

"Suction  4596,  Huligection  8.  Kor  wiUlnlly  damaging  tlie  vessel,  or  embeizling  or 
willfully  daoiaglng  any  of  the  atoret  or  cargo,  or  taking  or  carrying  away,  with 
intent  to  steal  or  purloin,  the  personal  goods  of  another,  by  forfeiture  oat  of  hia 
wages,  of  a  sam  equal  iu  amount  to  the  loss  thereby  sustaiued,  and  also,  at  the  dis- 
cretion of  the  court,  by  imprlBoaiuent  for  not  more  than  twelve  months." 

AIS  AC'I  To  BiaeDC 
SlUes.  relating  U 

Beit  enacted  bgtke  Senate  and  Hoiue  of  Eepreeentalivti  of  Ihe  United  Stale*  of  America 
in  Congreie  aiiembled,  That  section  fttty-thcee  hundred  and  tlfty-Bix  of  the  Revised 
Statutes  of  the  United  States  be,  and  the  same  is,  amended  to  read  as  follows: 

"  Section  5356.  Every  person  who,  upon  the  high  seas,  or  in  any  place  under  the 
exclusive  jurisdiction  of  the  United  States,  or  upon  waters  within  the  maritime 
jurisdiction  of  the  United  Statei),  takes  and  carries  away,  with  intent  to  steal  or 
purloin,  the  personal  goods  of  another,  shall  lie  punished  by  a  tine  of  not  more  than 
one  thousand  dollars,  or  by  imprisonment  not  more  than  one  year,  or  by  both  ancb 
fine  and  imprisonm  ent." 

AN'  ACT  To  amvndseoUon  fllty-three  huniind  and  flrty-ravrn  of  tlie  Rerlud  SUtul«  of  tbe  Uollfld 
SUtaa.  ralaling  to  crimsa  orEilag  witbin  tn«  mvitime  and  Uiritorlal  jurMIoUon  of  the  UnJIed 
autee. 

Se  it  enacted  Ay  (lie  5enaleand  Hoiue  of  Repriientaiivei  of  the  United  Statei  of  Aiterica 
<n  Congreei  aasembled.  That  section  lifty-three  hundred  and  fiftv  seven  of  the  R«viBed 
Statutes  of  the  United  States  be,  and  the  same  is,  amended  to  read  aa  follows: 

"SBCTION535T.  Every  person  who,  apon  the  high  seas,  or  in  any  place  under 
the  eidnsive  jnrisdi<:tion  of  the  United  States,  or  upon  w^ttem  within  (he  maritime 
jurisdiction  of  the  United  States,  buys,  receives,  or  couceuls  any  mtiney,  goods,  bank 
notes,  urothertbings  which  may  be  the  subject  of  larceny,  and  which  has  beeu  felo- 
niously taken  or  stolen  from  any  othi-r  person,  knowing  the  same  to  have  been  taken 
or  stolen,  shall  be  punished  by  a  fine  of  not  more  than  ooe  thousand  dollars  and  by 
imprisunment  at  bard  labor  nol  more  than  three  years." 

Respectfully  submitted. 

DAJt'i.  H.  Hayhb, 

General  Sotieitor. 


Boston,  Mass.,  FtAmarg  io,  1901. 

TESTIMOVT  OF  HOV.  CHARLBS  FRANCIS  ADAH8. 

Forauir  CAoirmai)  J/asaaohH>e(la  RaiXrooA  Comminioti . 

Thespecial  subcom  mission  met  in  the  rooms  of  the  Home  Market  Club  at  10.07  a.  m., 
Mr.  Clarke  presiding.  At  11.40  a.  m.  Hon.  Charles  Francis  Adams,  of  Boston,  was 
introduced  as  a  witness,  and,  being  duly  sworn,  testified  as  follows ; 

Q.  (lly  Mr.  Clarkk.)  You  may  give  ynar  name  and  post-office  address  to  the 
Bteuosrapber. — A.  Charles  K.  Adams;  23  Fort  street,  Boston. 

Q.  Have  you  been  chairman  of  the  Massac  It  nsettis  board  of  railroad  commissioa- 
enf — A.  When  the  board  was  formed,  in  1869,  I  was  one  of  the  original  appointees, 
and  1  became  chairman,  I  think,  in  16T2,  and  remained  chairman  until  19*^  I  then 
retired  from  the  hoard  and  have  had  no  connection  with  it  since  that  time.  In  Ig!)7 
Governor  Wolcott  appointed  me  as  chairman  of  a  commission  to  investigate  the  sub- 
ject of  the  relations  between  street-railway  companies  nud  municipalities.  The 
other  members  of  the  commission  were  Mr.  W.  W.  Crapo,  of  New  Bedford,  and  Mr. 
E.  B.  Hayes,  of  Lynn.  We  made  an  exauiination  of  the  whole  subject  of  street  rail- 
ways as  they  then  existed  and  their  relations  with  municipalities;  and  our  report 
was  submitted  In  February,  lHi%,  to  thu  Icgi'tl^tturi'  of  Massachusetts,  whii-h  report 
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in  nuiT  on  file;  and.  in  accsordanre  with  recommeDdationB  llieo  mode,  »  gcDeral  act 
wu>  puwed  itindifyiag  largely  the  relatioDB  uf  street- rftil way  rompanies,  as  they  are 
callea,  to  iiiniiioipalities  and  (bis  law  uow  regnlatea  that  aiibject  in  Mnssachuaetto. 

Q.  Will  yoD  pleaxe  pniceed  lo  your  own  way  to  give  your  ideae  ol  the  most  recent 
applii-atioD  of  electricity  to  Btieet-railroad  )iiirpoiie8  ami  Hnggest  sncli  changes  in 
laws  or  the  grnntinK  of  f>»iii'lilsei  m  may  occnr  to  you  for  the  protection  of  tbe 
pablic!— A.  Tlie  Hiibject  is  raihnr  a  largo  one,  and  I  do  not  immediately  see  how  it 
bean  very  cloHrly  upon  yonr  inqniry.  The  issential  feature  In  tbe  eituation  in,  bu 
far  as  I  am  ooDi'erned,  that  thu  report  to  nhirh  1  havi^  reretred,  made  by  tbe  commia- 
srou  in  IRHtJ  and  the  legisialiou  pawed  iu  accordance  therewith  ia  no  longer  applica- 
lile  to  exiating  conditions.  Here  in  >i  aseocbiiHetta — I  do  not  know  how  it  is  in  other 
Statea;  I  dure  »ay  their  lawx  are  mure  i-lastic— bat  here  in  MausacLn setts  to-day  all 
oar  legialation,  so  far  as  street- railway  companies  are  conccrne«l,  is  based  npon  a 
condition  of  attairs  that  has  censed  lo  l<xi^t,  and  the  legislatiou  needs  ocerhanllng. 
Onr  report  baa  already  become  nucicDt  hixtory  and,  I  hold,  bas  little  if  any  bearing 
on  conditions  existing  to-day.  Acrori]ini:1f,  so  far  as  it  goes,  it  iti  deceptive.  1 
think  we  have  set  up  a  false  Kuiilc,  and  a  guide  which,  as  considering  myself  largely 
responsible  for  that  repiirt,  I  have  already  indicattil  to  onr  antboritlea  is  rapidly 
carrying  our  Common ui'iitlh  and  mniiiciiialitiea  into  a  position  of  a  good  deal  of 
dltRcDlty,  from  which  hereafter  they  will  be  forced  to  extricate  themseTvea  ut  mnch 
expense  aoii  by  a  very  violent  ellort.  That  is  to  say,  tbe  legislation  in  MassachnHetta 
is  Iiaaed  npon  the  fundamental  principle  that  a  street  rnilway  is  nothing  bnt  an  im- 
proved line  of  I'mnlbuBCB,  or  a  Htreet- rail  way  company  is  nothing  but  a  company  to 
Olierati^  an  iiuprovml  line  of  oninibnses  over  a  special  pavement  which  tliey  are 
authorized  to  lay,  In  combination  with  other  pavement,  in  tbe  streets  of  onr  towna 
and  cities.  Accordingly  onr  whole  principle  baa  been  to  turn  that  busineKs  over  to 
what  might  he  called  local  inaniigement,  and  each  municipality  is  supposed  to  ri^gu- 
lats  ils  pavement  and  to  regulate  the  line  of  omnibuses  }ust  as  tbev  did  In  the  old 
days.  Uiir  legislation— onr  whole  organization  of  these  oompanies,  is  based  oo  this 
principle.  It  is  very  mucb  iih  if.  for  instance,  tbe  great  railroad  companies  in  tbe 
State,  of  which  we  now  have  hut  tbieo  in  tbe  Commonwealth— the  New  York,  New 
Haven  and  Hartford,  the  Boston  iind  Maine,  and  New  York  Centra! — were  left  to 
the  regulfttion  of  every  town  or  city  throngh  which  they  pass,  and  had  to  look  for 
their  ffanohiaes  tu  tlie  governments  of  those  mnnioipalities.  It  is  only  a  qui^tion  of 
dsgree,  and  the  strei' thrall  way  corporation,  as  we  call  it.  bas  burst  through  town 
limits.  Sonictiniea  we  have  itreet  railway  oorporatlons  which  go  through  -it  least  a 
doiten  different  municipalities  and  operate  n>ads  which  arc  getting  np  now  to  50 
miles;  and  mori'ovor  tboy  have  long  ainoe  ceaaed  to  nee  boraca,  tbe  motive  power 
with  which  tlioy  originally  began.  They  have  introduced  a  new  motor — electricity — 
aitd  the  fact  ia,  therefore,  to-day  we  have  in  this  State  not  the  old  street  railway 
and  tbe  steam  railroad,  but  we  have  the  ateaui  railroad  and  the  electric  railroad. 
The  motive  power  is  tbe  only  diflerence  lietween  the  two,  except  that  tbe  electrio 
railroad  is  aliuwed  to  do  what  the  nteani  railroad  Is  not ;  that  is,  it  is  allowed  to  lay 
its  tracks  iu  tlie  piiblio  thorongbfare  and  to  operate  its  cars  with  new  motor.  AU 
oonditionn  liavn  changed  in  regard  tu  speed,  and  they  lire  rapidly  i^banging  with 
regard  to  the  nielbods  of  doing  buainetLe,  So  far  onr  Ipgislators  and  town  authorities 
have  not  wal<ene<l  nu.  Tbe  community  does  not  realise  the  fact  that  theee  new  con- 
ditions are  now  iu  tneir  infancy;  that  tbe  introduction  of  electricity  bas  entirrly 
changed  the  ihnracter  of  the  street-railway  company  and  is  really  introducing  a 
subordinotit  iystem  of  railroads;  and  tliey  have  got  to  be  treated  as  railroads,  l)ecaase 
tbe  time  is  not  remote,  as  Is  obvious  when  these  street  riiilways  have  got  to  be  oper- 
ated at  a  rate  of  speed  which  hitherto  ban  been  incompatible  with  Ibe  Joint  use  of 
the  street  with  olber  conveyauces.  That  in,  they  bnve  got  to  be  operated,  in  oriler 
to  carry  oQ  the  bnsines^  which  they  have,  at  a  rale  of  20  or  40  miles  an  hour,  and  no 
limcer  at  the  rate  of  10  miles  an  hour,  which  was  excessive  speed  when  the  care  were 
drawn  by  horses. 

It  is  also  obvious  tb.it.  iu  order  to  perform  their  fuoolioDS,  they  have  got  to  run 
very  large  can  close  together;  not  in  couKecutive  trains  perhaps,  but  as  Ibey  do  now 
In  our  Bohway.  Not  only  tliat.  but  they  have  got  to  carry  freight  and  i>erform  a 
wholly  new  set  of  fnnrtious.  They  have  to  do  this  in  order  to  fnlfill  their  mission 
and  acconipliab  Ibe  pnriiose  lor  wblcb  they  Mere  orgaiiiired.  Iu  other  words,  we  are 
going  to  have  in  thenot  very  remote  future  a  Hubaidiary  Tuilroad  system.  Tbe  steam- 
railway  aysteui  will  opi-rateovergreatdixtances,  anil  handle  bualness  of  large  volume, 
reijuiring  most  elahorate  terminal  arranuenients,  a  movement  which  can  only  be 
conducted  by  fteani  nud  by  trains  of  great  si/e  doini:  tbe  more  remote  or  through 
bu8)ne8fi--tllat  is,  n  liusineaH  extending  anywhere  from  50  miles  to  10,000  miles,  and 
which  we  may  call  ii  thruugb  or  wholesale  business. 

We  are  now  seeing  established  a,  aubsidiary  railroad  system  operated  by  electricity 
anil  acconnii'xlHting  up  to  50  miles.  Onr  present  legislation  does  not  pro  ide  for  it, 
liut  we  are  going  through' an  eiperience  which  will  ultimately  lead  to  general  legis- 
lation.    It  reiinires  no  great  obaerviug  power  to  see  the  form  it  is  going  to  take — 
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the  form  of  elevated  roads  or  uuliwaya  in  the  largti  cilien,  Hiirh  »■  Boston  oi  Hew 
Vork.    This  trbule  evolntion  is  nuw  about  10  years  old. 

Ah  a  dynamic  force  it  hati  not  amounted  to  oinch  until  within  the  last  10  yaars. 
The  growth  has  recently  been  very   irreat.  and  lo  waH  the  growth  of  the  railroad 

gHtom  In  its  early  days.  Comparea  witn  what  it  ia  Koinj;  to  be  in  the  year  1960, 
a  electric  or  aubaidiary  raUroad  syatem  is  now  juat  abont  where  the  railroad 
system  was  in  1H46,  10  years  after  it  got  a  flrm  hold  io  this  conntry.  Its  appliances 
and  its  methods  are  all  tsntative  and  elementary,  'liey  are  going  to  be  deTsloped 
to  an  extent  beyond  anything  which  we  can  now  reatUe.  We  hai  e  no  data  npon 
which  to  work.  We  can  only  say  that  it  is  going  to  grow  until,  in  proportion  to 
the  first  10  years  of  its  existence,  it  will  be  something  as  surpriBing  as  the  railroad 
development  so  nnrprisinE  in  itself.  It  will  be,  as  I  bave  said,  in  the  form  of  salt- 
ways  or  elevated  roads.  The  traffic  will  then  liave  to  be  Bepnrated  at  great  expona». 
It  will  be  subject  to  very  severe  municipal  regulations,  as  it  is  in  these  oitiee  now, 
wheretheoaragofromtnesDhway  or  the  elevated  road  out  into  the  coantr?  diatrjots. 
In  tbe  country  diatricts,  instead  of  running  on  streets  as  it  does  now,  it  will  get 
off  tbe  highways  at  the  earliest  possible  moment  on  to  a  )irivate  right  of  way.  It 
will  do  so  for  i^  own  convenience  and  economy,  and  in  order  that  it  may  not  be 
subject  to  the  restriftions  as  regards  speed  in  operation,  to  which  it  is  necessarily 
subjected  in  the  narrow  streets.  The  coniitianity  will  inevitably  insiat,  and  the 
corporations  will  desire,  that  the  railway  llneB  shall  be  opon  slTeete  especially 
desinied  for  that  purpose — broad  thorti  ugh  fares,  avenues  of  125  to  150  feet,  with 
provision  mode  for  both  forme  of  transportotioD,  and  where,  without  iuterferioK 
with  the  regular  vehicle  transportation,  the  electrics  can  run  at  great  rat«aot  speech 
carry  freight,  etc.,  and  perfomi  their  functions  with  a  tvaaunable  degree  of  cimvon- 

They  are  now  trying  to  break  through  these  obstruotione  in  a  blind  sort  of  way. 
The  tendency  now  is  to  gotothelegiHlature  and  get  some  form  of  special  legislation. 
There  is  a  couflitt  cxiating  tietween  tbe  street  railway,  as  it  haa  gut  to  be,  and  tbe 
ateam  railroad.  Tbu  steam  railroad  viewa  the  olectiic  railroad  with  ^al  suspicion 
as  likely  to  interfere  witb  its  traffic.  Oar  whole  legialatlon  is  tending  to-day,  and 
ia  likely  to  involve  the  community  at  no  remote  period,  in  a  position  (torn  which 
thej;  will  have  to  extricate  themselves  exactly  in  tie  way  in  which  the  railroad  has 
extricated  itaclf  IVom  the  poaition  in  which  it  originally  start u<l.  Nuw  in  every  unu 
of  our  great  cities  tbey  are  endeavoring  at  enormous  cost  to  separate  the  traffics, 
and  so  put  themat'lveH  in  a  position  to  perfnrm  their  fun  ct  ion  a  witn  out  great  fMotion 
and  extreme  cost. 

We  bave  been  atudyiug  tbe  ihing  all  over  the  country.  Here  in  Boston  we  hare 
lii't'u  grappling  witb  the  ijueetion  of  separating  graile  croasinga.  We  original I7 
permitted  them  without  any  idea  they  were  going  to  be  a  sonrce  of  aerioua  inoon- 
veniencc:  but  they  became  intolerable,  and  we  are  aeparating  them,  at  enormona 
cost  lo  tbe  mnnicipality  and  railroads. 

Take  such  a  line  as  the  Boston  anil  Providence.  Every  person  who  reroeinb«n' 
that  road  in  its  early  days  knows  it  ran  through  a  region  which  haa  now  becoma 
crowded,  and  the  qneation  is  to  elevate  the  track,  which  haa  been  done  at  a  prodig- 
ious cost  to  both  the  comninnlty  and  the  railroad.  To  render  it  posaible  to  conduot 
tbe  two  forma  of  travel  without  interfering  with  each  other,  tbe  etreet  railway 
will  have  to  do  the  same  thing  in  an  aggravated  degree.  The  present  sltaation 
will  become  intolerable,  and  the  traffic  will  have  to  be  acparated. 

In  Syracuse,  Rochester,  and  other  cities  the  separation  ol'  tlie  highway  from  the 
railroad  traffic  has  involved  engineering  feata  of  great  difficulty  and  enonnoas  coat. 
Perhaps  the  most  striking  case  in  tbe  conntry  ia  the  work  done  recently  by  the 
Pennsylvania  Kailroad  Company  in  Jersey  City;  and  I  take  it  that  the  moatdifflcnit 

Eroblem  In  the  country  in  tlist  respect  is  that  now  presented  in  Chicago,  where  they 
iiVF  gut  to  separate  the  traffic,  no  matter  what  it  ciiata  and  no  matter  what 
engineering  feata  it  maj  re<]uire. 

'  ~   1  not  now  prepared  to  formulate  any  ayatem.     It  is  a  difficult  problem.     I 


merely  say  that  the   report  of  our  commission,  thouiili  only  IJ  years  old,  owing 

"  -    '  — ' •     '  -•--'-^-=--  ■!--■  ■---  .-1---,  place  and  the  nh 

.         >i  and  it  is  rapidly 
ties  int«  a  snarl  from  which  they  will  exirioate  themselvea  1 


[levelopment  of  elcotricity  that  has  taken  place  and  the  nbange  of 

.■ I.  ! ^.  gQJijg  ^{  a]]^  ig  a  false  uuide;  and  it  is  rapidly  getting 

irl  from  which  they  will  exirioate  themselvea  at  some 
future  time  with  great  difficulty  and  st  very  large  expense.  Ttiin  was  not  our  fanlt. 
We  made  aa  good  a  report  aa  waa  possible  under  the  circuniataiices  as  they  then 
existed.  The  difficulty  is  that  those  who  have  the  shaping  of  our  legislation  have 
not  awakened  to  the  fact  that  a  new  power  has  come  into  eiislenco  whloh  requires 
radically  different  treatment.  They  must  go  back  in  le^ialation  and  build  from  a 
new  fonndation.  The  day  for  treating  an  electric  railroad  like  a  line  of  omnihnaea 
running  on  tracks  laid  down  in  the  streela  ia  gone,  and  gone  forever;  and  the  sooner 
they  wake  up  tii  that  fact  and  frame  their  leifiaintion  to  meet  the  new  conditlDoa  the 
better  it  will  be  for  all  ooacemed  in  the  not  remote  fntnte. 
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Tbftt  is  all  I  have  to  t^y.  I  can  only  add  that  if  the  legislatnre  nbonid  ««k  m« 
o-ilay  nhat  chauges  1  had  to  propoKB  loeilBtliiK  le^lalatioti,  1  eboulil  anaver,  "1  am 
irit  p'repareil  to  eaj."  It  would  require  probably  a  year's  study  of  tb«  situ  at  ion,  J  nst 
H  before  Our  cammiaBion,  3  years  ago,  was  organized  in  Juue,  reported  iu  Jaa- 
lary,  and  the  bill  was  passed  in  May.  Tbcrefoie  its  work  ocrupicd  just  1  year.  If 
hat  same  prolilrm  icfre  to  be  placed  in  Iho  hands  of  another  cunimTSsioii  to-day, 
o  draft  snitnble  Ivfiislation  to  meet  existing  conditions,  it  would  rpiguire  a  study  by 
)>ei'la)Lata  and  men  who  hail  given  uQch  attention  to  the  subject  for  about  ti 
iioutba  to  make  rejiort.  anil  it  would  then  roqaiia  another  6  months  to  shape  the 
ii'i'i'HHary  legislation. 

It  is  noteasy  to  Iramo  Ipgislation  In  a  way  to  oommend  itself  to  the  interests  and 
iidgment  of  existinK  corporationH.  Thev  are  very  jealons.  Tfaey  do  not  take  hold 
<r  new  ideas  very  readily.  They  look  wltb  great  anspicion  on  iutiovations.  They 
ilwaye  a«k  how  they  are  going  to  ail'eat  them.  It  is  aroordiuKly  very  difflcnlt,  as 
Fe  all  know,  to  Irame  legielatioo  wbioh  wilt  be  effective  and  at  the  same  time 
irartical. 

Q.  (Bv  Mr.  Clarkk.)  Are  the  electric  railroad  companies  of  MaAeHcbnaettsorgaii- 
/.ed  under  special  charterst — A.  Ko;  under  a  general  law,  but  they  have  to  obtain 
belr  fraochises  from  each  municipality;  and  each  mnuioipality  to-day  is  ini]>o»iiig 
lew  conditions,  and  very  properly.  Tbey  are  naked  to  give  the  use  of  their  ntreets, 
.nd  in  many  cases  the  exclnsTve  use  of  atreeta.  Tbereforu  tbey  eierciae  tbeir  ini;e- 
inity  iu  devieing  new  and  difftcnlt  conditions  which  are  becumiog  more  And  more 
cstrictive  so  far  as  operation  is  oonoemed,and  which  the  curporatiuns  are  more  and 
nore  aniione  to  avoid. 

Of  conrse  the  original  desire  of  the  corporation  was  to  get  the  right  of  way  given 
t  for  nothing.  The  railroad  corporstloHH,  their  competitors,  had  to  purchase  tboiv 
,   ■---   -f  way  atr  great  cost.     The  fVanohJse  cost  nothing  at  first.     The  company 

_.j  .. .„..._  ,_...._.„_. interfered  with  traffic  that  that  half  of  the 

ailway.     It  then  became  nrcesaary  as  the 

^Ity  inrreaaed  in  population,  etc,  to  widen  that  highway.     Then  they  found, 

>H  here  in  Boston,  that  they  bad  given  the  half  of  the  street  to  the  railroad  company, 
md  were  expi'cted  to  wiiieu  the  street  to  aocommodate  the  increaaed  trnfflc  at  their 
iwn  expense.  Of  coarse  that  condition  coald  not  lou>r  continue.  The  oommunity  felt 
bnt  the  railroad  company  ebonld  bear  a  portion  of  the  expense  or  even  the  whole  ol 
t,  and  therefore  there  cnnie  to  be  more  and  more  conditionn  imposed  n*  to  speed,  aa 
o  rate  of  fare  to  be  charged,  as  to  carrying  school  children  at  naif  price,  as  to  the 
'xpeuse  incurred  in  widening  thoroagh fares,  as tnonethingnnd another,  until  weare 
apidly  coming  to  the  point  where  it  will  be  felt  that  it  is  necessary  tosi^parate  the 
ranic,  jiiHt  as  in  the  case  of  the  atenm  railroad.     That  is  looming  up  befi>ro  ua. 

In  tfaeWfHt  they  are  far  ahea<l  of  us  in  thisrcapeet,  because  iu  the  Weat  these llnee 
low  run  for  niilea  and  miles  on  private  right  of  way  through  the  country.  They 
im  accommodating  themselves  to  the  facts  more  rapidly  than  we,  and  saving  them- 
lalves  the  great  flitUTe  expense  wbicb  we  are  incuntng. 

<j.  When  yon  speak  of  the  aeporation  of  the  traffic,  do  yon  mean  at  the  orossinga 
)f  the  railroad  and  the  highway }— A.  No;  that  will  never  cauae  any  great  difficulty. 
It  will  take  care  of  itsi^liT  becauae  it  will  be  to  the  interewt  of  the  railroad  to  atop 
It  croaaings  to  take  on  and  let  oB  passengers.  Tbe  traffic  is  of  such  a  nature  that, 
laving  no  atationa,  or  only  a  very  few  at  terminal  points,  the  question  of  local 
iriiaaiuga  will  regulate  itself  without  ttouhlu. 

<^.  Do  yon  know  of  tbe  rompany  formed  to  bnild  an  electric  Toad  fur  high  apeed 
letween  Boston  and  Worrestert— A.  Yes;  I  know  something  of  it,  but  not  or  the 
letaits. 

Q.  Do  yon  know  of  the  conditions  Imposed  by  the  city  of  Newton  for  tbe  franchiae 
>f  that  company T — A.  No;  I  do  not.  There  Is  hardly  a  town  in  the  Commonwealth 
':hat  is  not  otruggling  now  over  this  question.  My  attention  was  flrst  drawn  to  it 
ly  the  town  of  Lincoln,  on  the  Kitchbnrg  RailToa.d.  That  is  a  cDuntry  reeidenoe 
own ;  ao  much  so  that  there  is  only  one  shop  in  it,  a  little  eountry  store,  and  no 
)ther  place  of  bnainesa.  It  has  only  some  1,200  inbabltante.  Two  electric  roads 
n  anted  to  go  throngb.  Their  represenlativea  said  very  frnokly  that  they  wanted  to 
l>ass  throngb  Lincolu  to  get  to  Conrord;  they  wanted  to  run  tbrough  Lincoln  at  a 
ipeed  of  IJO  milea  an  boar;  we  were  to  give  tnem  a  right  of  way  for  nothing  on  one 
>f  our  thorougbfarea  to  be  nsed  for  an  electric  railroail,  iiltb'ongb  the  Fitcbbnrg 
"oad,  which  ran  through  tlie  town,  had  bought  ita  right  of  way  at  an  enormous 
'xpense  and  incurred  all  tb«e\penses  incident  to  a  steam  railroad.  That  immedi- 
ilely  lirnnght  np  the  question  of  oondltions.  They  were  of  every  character,  from 
the  aninuut  to  be  paid  for  the  ri^ht  of  way,  and  the  condibionx  the  company  was  to 
;nter  into  to  protect  and  widen  it,  and  accommodul«  it  to  the  business,  to  the  num- 
lipt  of  times  they  would  stop,  to  the  rates  of  fare  tlioy  would  charge— every  con- 
'eivabln  condition.     I  prcauiiie  it  ie  the  aanie  thing  in  \ewton. 

All  that  in  part  and  parcel  of  the  old  theory  under  which  the  street  railroad  ia^  I ,, 
inppoeed  to  be  a  horae-car  line  and  niHreiy  a  matter  of  local  intereat,  whereas  'tms^ '  ^ 
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very  ruilroad  .von  aie  epeaklug  of  (the  on 
dozen  towns.  It  has  to  facetHereKulatioi 
ftiiil  satisfy  all.     1  bold  it  i»  iinposaible. 

Q.  What  is  thedistance!— A.  11  i«  44  milM.  Thev  liave  got  to  stop  fruquenlty, 
and.  when  they  {^et  to  a  cronded  ueighborhood  tbey  have  to  ran  10  mtlee  lui  hoar, 
or  whatever  it  is,  so  that  when  yoa  take  oat  the  slops  and  the  piucea  where,  for 
safety,  they  must  run  at  a  low  rale  of  speed,  there  is  no  earspe  from  a  great  speed 
elsewhere. 

Q.  As  a  practical  railroad  man,  do  you  Ibink  that  a  single  car,  however  heavy, 
cau  be  rnn  at  the  rate  of  20  or  30  oiiles  ao  hour  with  safety. — A.  J  do  not  know  any- 
thing to  prevent  it.  They  are  getting  Iheise  cars  up  to  a  weight  wholly  diS'ereul 
from  the  old  car.  The  old  car  certainly  could  not  so  run.  It  would  lie  off  the 
track  at  every  turn.  But  tbay  are  gelling  to  a  solidity  of  track  nut  in  any  way  ilifl'er 
entl'rom  the  railioad.  The  pormanent  wayisof  the  must  solid  character.  1  do  nut 
renienihor  how  many  tons  thetr  cars  weigh.  1  am  not  ini'orcaed  in  that  portion  of 
the  details  of  the  electric  business,  but  my  impression  is  thuy  are  getting  their  can 
up  to  a  weight  of  20  ami  30  tons.     Are  they  noti 

Q.  1  am  not  aware  of  the  weight  of  the  car,  but  at  whatever  weight  it  will  be 
lighter  than  a  steam  railroud  train  with  a  heavy  locomotive  and  heavy  cars  which  ate 
held  together  by  the  Milter  compriwaion  buffer  with  H0,000  poands  pressure  bi^tween 
each  car,  will  it  nott— A.  They  are  undoubtedly  lighter,  but  with  a  weighted  cai-  of 
15  or  2U  tons  and  with  a  good  permaneul  way  you  can  run  pretty  fast.  I  lunst 
add  thai  so  far  a^t  the  runuiug  of  an  Hleitriu  road  iu  its  preaent  furni  is  concerned 
I  do  not  profess  to  be  an  expert  Thsre  are  already  roada  that  run  trains  uf  ears. 
To  NautsHket  Beach  thtre  is  a  rognlarrailroad  operated  by  electricity.  Ttiedlsttnc- 
tiuii  lietWf'GU  the  steam  railroad  to-day  and  the  street orelectrii:  railroad  is  shadowy. 
It  is  merely  a  change  of  motive  power;  otherwise  they  are  the  same. 

Q.  You  have  been  president  of  the  Union  Pacilic  Hallway  Company) — A.  Yes;  10 
years  ago. 

Q.  You  have  traveled  very  extensively  and  are  familiar  with  railroads  in  Enrop* 
and  you  have  been  the  author  of  books  ou  raiiroadsT— A.  They  are  all  antiquated. 
Very  few  scientitic  books  are  worth  anything  aftor  5  years,  science  mores  rapidl.v  in 
these  days.  Except  the  report  of  the  commission'of  3  years  ago,  I  biive  written 
nothing  for  10  years  whatever. 

Q.  liave  yon  seen  the  street  railroadB  in  (JIasgow  which  are  opeiftted  by  the 
niiiuicipalityt— A.  I  have. 

IJ.  What  is  yoar  opinion  of  that  system  compared  with  our  American  system  f — 
A.  That  Glasgow  system  of  which  you  hear  so  mnciiis  iiutbiug  but  a  very  imperfeot 
American  system — sokDowledged  to  be  such.  The  manager  of  It  does  not  profess 
anything  else,  I  had  a  great  deal  of  talk  with  him.  It  is  all  rubbish  what  yon  hear 
of  the  systems  in  Europe.  8u  far  as  they  are  ^otl,  they  are  built  by  American  com- 
panies and  on  American  liues,  subject  t>>  such  restrictions  an  the  Knropean  commu- 
nities have  seen  tit  to  impose.  There  is  not  a  system  in  Kurope  that  I  hav'  seen  ur 
have  any  knowleilge  of  which  would,  for  instance,  liear  any  comparison  with  the 
system  we  have  here  in  Boston  to-day,. 

_Q.  What  is  the  fare  on  that  syaiem  iu  Qlasgowt — A.  I  do  not  know  what  the 
minlmnm  is;  I  think  it  in  a  penny — 2  cents.  It  is  according  to  distance,  iia  I  recol- 
lect it.  You  state  where  yuu  are  going  and  tbey  punoh  your  tiokei,  and  ynn  pay  a 
penny  or  a  penny  and  a  half,  2  pence,  and  so  on,  The  system  is  nut  adapted  to  our 
needs  here. 

One  of  the  moat  curious  facts  connecte<!  with  our  railroad  system  here  in  Boston 
is  what  is  known  iu  summer  as  pleasure  travel  The  people  living  in  town  get  into 
these  electric  cars  and  for  5  cents  are  taken  out  and  given  an  exohange  ticket  on 
another  line,  and  for  10  cents  tbey  can  ride  15  or  20  mUeaand  pass  the  entire  evening. 
That  is  wholly  unknown  abroad,  so  lar  as  I  know. 

Q.  It  is  rather  new  here. — A.  Here  it  is  a  system  which  has  grown  up  under  our 
American  methods.  We  went  into  it  very  elaborately  in  thu  report  I  have  referred  to. 
The  European  principalities  are  viTy  restrictive;  tuny  have  boon  so  afraid  of  being 
cheated— they  are  so  afraid  soniuoue  is  going  to  get  the  advantage  of  them  that 
they  cheat  themselves,  and  will  not  give  an  opportunity  for  that  development  whicli 
is  essential  t«)  any  eaterpri.-«.  All  the  companieA  want  is  to  get  their  money  bMck, 
and  they  get  it  back  by  givin;;  the  poorest  of  accommodation  and  managing  their 
traffic,  so  far  Hs  lam  familiar  with  it,  in  the  most  niggardly  way.  They  give  a  better 
management  than  the  original  systems  of  tramways  to  which  the  peojile  there  are 
accustomed,  but  an  compared  with  what  you  see  iu  American  citius,  I  assure  you 
therelias  been  more  rubbish  and  miisstati>nieut  and  misinformation  talked  on  that 
subject  than  on  any  other  subject  my  attention  was  ever  ilrawn  to.  And  when  1 
went  abroad  and  looked  into  it  with  the  idea  that  I  could  learn  something  I  speed- 
ily came  to  tlitt  conclusion  that  there  was  ubsolntoly  nothing  for  us  to  learn  in 
Enrope;  so  far  :iH  tbey  bnd  anything  up  to  d^ite  It  was  puri'ly  American.  Ameriean 
appliances  put  iu  by  Ameriran  companies.     And  I  have  no  iinestiou  if  the  ttMoriata 
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who  talk  on  this  aabjent  biul  iDftde  the  inveBtigatioD  which  I  have  made,  and  had 
dOQfl  it  with  the  inteiitiuD  of  arrivinf;  at  the  facte  and  uot  aapportiag  a  theory, 
they  would  xtate  the  same  thing— that  we  have  Dotblog  whatever  to  learn  □□  that 
Bnbject  from  Knrope. 

Q.  Now  that  we  bare  tonuhud  this  Biilijcot  of  nmnicipal  owneiship  of  street-iail- 
road  accoinmodatiuiia.  are  .von  williug  to  expreait  an  opinion  as  to  the  desirability  of 
the  GovernmeDt  taking  over  the  entire  railroad  systems t — A  I  think  It  is  Iiumbog. 
I  do  uot  want  to  t:ilk  abunt  it.  It  seems  to  me  pare  troeb  and  I  do  oot  care  to  dia- 
cansit.  The  Uuverament  has  aa  much  as  it  can  do  uow.  If  yon  want  to  have 
9250,000,000  more  of  n  pension  list,  all  you  have  to  do  is  to  go  into  •ometbluf;;  of  that 
eort.     If  otbeni  wish  io  disousH  it  they  oau ;  to  me  its  lUscusHioii  is  a  waste  of  time. 

Q.  You  know  BiimethinKof  govarument  owned  audoiierated  railroads  inEiiropeT — 
A.  I  have  no  respect  lor  them  it  hatevei,  compared  with  out  railroads  iu  tbisronutry. 
The  best  railroads  in  Europe  nre  the  KngUsh  railroads — !>;  far  tite  best — and  thoM 
ore  left  to  private  enterprine,  and  are  bundled  accordingly.  1  have  no  faith  what- 
ever in  government  owneiship  of  toitustrial  euterprises.  If  left  alone  individual 
ownership  will  bent  the  govetumeut  everv  time. 

Q.  We  should  like  very  much  to  receive  your  opinion  on  the  pending  cousollda' 
tion  of  great  railroad*  in  this  conutry,  if  you  have  formed  an  upiniouf— A.  I  see 
nothing  whatever  to  interfere  with  it.  I  exprensed  luy  views  on  that  question 
jean  ago,  and  see  no  reaaon  to  change  them,  it  ia  a  thing  thiit  should  be  left. 
to  work  out  its  own  results  in  its  own  way  with  as  litilx  hampering  as  possible.  It 
has  worked  far  in  that  direction  since  I  have  had  to  do  with  ratlroaile  iu  MMsa- 
chusetts.  We  have  only  thn^  corporations  now.  The  talk  of  monopoly  haadied oat. 
It  is  found  that  a  large  oorporati on,  while  its  political  power  is  undoubtedly  great, 
baa  proportionately  tncreuseil  respoDsiliility,  and  it  is  far  easier  to  handle  it,  and  it 
gives  better  and  more  sstisfactory  service,  than  a  number  of  small  cnrporatioas  that 
you  can  not  put  yonr  linger  on.  As  I  say,  here  in  Massac busBttf,  all  the  jeulouey  of 
great  railroad  corporations  has  disappeared,  and  it  has  diHap|)i'ared  largely  in  view 
oftbefact  that  the  )>eopIe  get  better  service,  more  satisfaotor.v  results,  from  the 
consolidated  concern,  and  the  dangers  whiob  were  apprehended  do  not  exist. 

What  I  have  said  has  taken  a  far  wider  range  than  1  anticipated  when  I  came  in, 
and  I  state  frankly  that  the  whole  subject,  except  in  connection  with  street  rail- 
ways, has  not  occupied  my  attention  for  10  years.  I  do  uot  propose  tii  give  any 
attention  to  it  again.  It  is  a  subject  I  am  tired  of,  aud  am  ready  to  leave  to  others. 
Therefore,  upon  everything  except  as  to  street  rail  ways  aud  their  relation  to  mantoi- 
palities,  I  speak  eubjeot  to  correction  and  from  impression, 

Q.  (By  Mr.  Lit(.:iiman.)  Have  yon  any  changes  in  legislation  to  suggest  that  yon 
think  would  bi*  applicable  to  the  line  of  thought  yon  have  presented  this  mom- 
ingf— A.  I  have  nothing  to  propose.  That  would  be  a  matter  for  careful  study.  I 
do  not  mysell  believe  in  r Dancing  legislation  precipitately.  Sncb  chan)r<«  ought 
to  be  carefully  mntured.  'I'lie  difflcnlty  is  we  toas  legislation  together,  if  we  bod 
far  less  legislHtifm  we  woulil  ht  nini'h  bcttiT  oil'.  If  this  matter  is  going  to  be 
hnudli^d,  it  ought  to  ht\  bandUd  with  greiit  deliberation  aud  on  a  thorough  under- 
standing of  the  situation.  And  yon  can  be  veryHure— absolutely  sure — that  what- 
ever is  formulaterl  has  got  to  posx  tliriiugh  an  ordeal  of  criticism,  first  fW)m  the 
existing  strettt  rallvjiys  and  tliou  fmm  the  ste  im  railroads.  This  is  always  the 
case,  and,  I  suppose,  ueccHsary. 

Q.  Do  yon  think  an  electric  railroad  could  be  incorporated  under  the  general  lail- 
rood  act  of  MaaauchusettsT — A.  I  no  not  see  why  not.  I  am  not  aware  of  anything 
In  the  act  which  prescribes  that  the  road  has  to  be  operated  by  steam.  I  do  not 
believe,  for  instance,  that  the  CobsKSet  Railroad  bad  any  special  act.  It  aimply 
adopted  electricity  as  ite  motive  power,  instead  of  steam. 

Q.  That  would  carry  with  it  the  right  of  eminent  domain — the  right  of  taking  land 
under  eminent  domain f — A.  1  should  have  to  look  at  the  law  carefully  before  1 
answered  that  question,  more  carerullv  than  I  am  now  disposed  to  do.  I  should 
not  oare  to  express  an  opinion.  I  am  very  sure  of  one  Uiing— in  order  to  secure 
satisfactory  resalte  we  will  have  to  have  a  great  ileal  of  new  legietatloo. 

HiTe  the  testimony  of  Mr.  .Adams  was  closed.  Later  an  informal  conversation 
took  place  between  Mr.  Adams  and  Mr.  SCinisou,  in  the  mid^tof  which  tli<t  stenogra- 
pher was  iuBttnctfld  to  take  it  down,  Mr.  Litohmiiu  introducing  the  subject,  aa  fol- 

Mr.  LiTCiiM«N.  Mr.  Stimson  was  asking  if  the  local  ftam'biseB  were  permanent, 
and  Hr.  Adams  was  making  a  statement  on  the  subject  which  was  important. 

The  WiTNKss.  The  franchise  of  MasHacbnsetts  street  railways  bas  always  been  an 
indefinite  franchise,  granted  by  thH  localities  througli  their  ntrei-ts,  and  subject  to 
revocation  at  any  time  at  the  arbitrary  judi^ment  ol  the  local  authorities.  A.  more 
absurd  tenun-  could  not  be  imaifiueii,  and  one  would  not  expect  that  any  large 
investment  of  capital  could  have  been  developeil  under  such  a  ridicnloas  practioe ; 
and  yet,  on  the  whole,  that  illogical,  abnnrd  tenure  of  franchise  has  worked  better  in 
its  reanlts  than  any  other  system  yet  devised.     We  went  into  this  anbjeot  very 
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elaborfttelf  in  the  report,  of  which  I  ahull  be  happy  to  tend  you  »  copy.  Contrary 
to  our  vbole  iDtpreeaioD,  when  we  entered  on  our  inventigations,  we  were  ogrned 
that  better  and  more  Hatiafactory  results,  politically  and  ecoDomioally,  had  been 
produced  ander  the  MassacbuHette  form  of  franchise  than  under  any  other  we  bad 
beard  of. 

In  many  of  onr  Western  Statee  the  renewal  of  franchiaee  baa  been  oon  of  tiie 
montcryios  caasea  of  manioipal  corruption.  These  renewals  are  always  coming  np, 
and  eTei^  time  they  oome  Dp  there  are  allegations  of  oomiption,  and  barf^ln  and 
sale,  which  are,  to  say  the  least,  soandaloiis.  What  there  is  in  it  I  do  not  know, 
and  it  is  none  of  my  business;  bnt  that  system  of  renewing  franohises  has  not 
worked  well — 1  mean  the  system  of  limited-time  franchises,  subject  to  renewal. 

Q.  (By  Mr.  Clarke.)  Is  it  not  the  law  in  Massachusetts  thatthe  selectmen  of  the 
town  In  KTanting  franchises  do  not  act  as  oftlcers  of  the  town,  bnt  aa  ofQoets  of 
the  Commonwealth  I — A.  I  believe  that  is  the  theory  of  the  law,  hut  It  irorks  badly, 
as  yon  well  know.  It  works  badly  simply  because  they  are  no  longer  gTHnting  a 
p»rmit  to  run  a  line  of  omnibnsea  on  Washington  street,  which  used  to  be  the  case 
formerly;  bnt  they  are  now  called  in  to  exercise  a  partial  jurisdiction.  The  ten- 
dency of  legislation  hiis  been  to  leave  the  granting  of  fraucbises  nominally  as  a 
local  option,  but  to  give  more  and  more  an  appeal  to  the  railroad  commissioners  in 
case  of  difficulty.  We  have  found  a  way  (and  it  is  not  a  bod  way  at  all;  it  is  a  very 
good  way)  of  working  legisliition  to  practical  results  without  miiub  regard  to  theory; 
and  [  distinotly  say  It  is,  on  the  whole,  the  best  aysl«m  of  street  railway  legtsIatioD 

Q.  As  a  matter  of  fact,  do  not  the  people  of  the  several  mnnlclpalitiea  tak*  m 
much  interest  in  this  that  they  bring  to  hear  upon  the  selectmen  or  the  cl^  Miiinoils, 
on  the  case  may  be,  the  pressure  of  public  opinion  t — A.  Ob,  yes.  I  think  there  ia  a 
great  deal  to  be  said  in  fitvor  of  the  syat«m,  and  if  I  believed  that  the  electric  rail- 
roads could  go  on  operating  forever  under  the  joint  nse  of  the  highway,  etc.,  I 
shcinld  not  bo  disjiosed  to  change  the  system  any  more  than  we  changed  It  3  years 
Ago.  We  changed  it  bnt  little.  We  then  took  just  the  poeitioD  yon  sugsest,  and 
left  well  enoo^b  alone.  The  only  thing  that  I  say  now  is  that  a  new^roe  has 
developed,  which  has  bnrst  through  its  swaddling  clothes,  and  can  not  b«  eonSned 
much  longer.  All  that  brought  me  here  to-day  Is  to  call  the  attention  of  the  com- 
munity to  the  foot  that  the  fifant  is  getting  to  be  a  pretty  big  man  and  bis  present 
clothes  will  not  hold  him  much  longer.  Be  has  got  to  have  a  new  snft;  that  is 
whatit  comee  to. 

Q,  (By  Mr.  F.  J.  Stimbon.)  Have  you  formed  an  opinion  that  this  new  legialatlon 
ebonid  prohibit  local  authoritiea  from  granting  franchises  on  public  highways  t — A. 
1  believe  that  matter  should  be  left  to  regulate  itself.  If  they  choose  to  put  railroads 
in  the  highways,  let  them  put  them  there,  and  they  will  eoon  (iod— both  the  people 
and  the  railroad — that  it  is  to  the  interest  of  neither  party  that  they  should  he  there. 
The  thing  I  am  clear  about  is  bo  to  expand  legislation  aa  to  permit  the  separating  of 
*■'  ■ "  -  ■    -      ■    aiiroads,  instead  of  which  the  authorities  are  now  compelled 

1  the  highways  and  nowhere  else.  1  should  make  our  legts- 
latlou  more  eliistio,  so  that  thue  electric  railroads  would  have  mure  power  to  develop, 
instead  of  beins,  m  they  now  are,  men  forced  into  the  clothes  of  a  child. 

(Teatimony  dosed.} 


Wabhingtum,  1>.  C,  Marck  6,  ISOO. 

TESTHOFT  OF  Hft.  TAX  TITZPATBICK, 

Third  Dim  ;ra«d  ma«ter,  Brotherhood  of  Kailroad  TValMMOi. 

The  oommiision  met  i 
rick,  third  vioe  grand  n  , 

was  intiodnoed  as  a  witness,  and,  being  dulv 

Q.  (By  Senator  Ktle.)  Y 
ness  to  the  reporter. ^A.  V 
hood  of  lUilroad  Trainmen. 

Q.  That  is,  of  the  United  Statosf— A,  United  States  and  Canada. 

Q.  Where  is  your  resldencef — A.  Columbus,  Ohio.    The  head  oGBee  of  the  organi 
lalion  ia  st  Cleveland,  Ohio. 

Q.  You  are  conversant  with  this  Reading  Railroad  trouble,  are  yoni— A.  Yes. 


,,  Will  yon        .  .         .       -- 

there  Is  of  It,  begiuuing  at  its  inception  and  coming  down  to  the  present  tiraef — 
A.  I  would  like  to  submit  or  make  a  statement  of  tliecharacter  of  the  organization. 
I  would  like  to  state  that  the  Brotherhood  of  Kallruad  Trainmen,  through  lU  giaad 
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master,  filed  certain  charfcea  with  the  Indnstrial  CommiaBion  against  the  Philadel- 
phia aud  Keoding  Railroad.    The  cbarootar  of  the  or);anizatioa  ia  best  Htated  in  ite 
'  '     which  was  fonualaitod  at  the  institntiDg  of  the  Bcotfaerbood  of  Railroad 
,  and  nbicb,  I  might  say,  has  never  been  changed  ftom  that  day  to  this, 
hicli  is  upward  of  IT  yeara.     The  preamble  reads: 


¥, 


"To  anite  the  railroad  trainmen;  to  promote  their  general  welfare  and  advance 
their  interests,  social,  moral,  and  iotBllectnal ;  to  protect  their  famtliea  by  the  exer- 
cise of  a  Hystomalic  benevolence,  very  needful  in  a  calling  ho  bazardone  as  ours,  this 
fraternity  has  been  organized. 

"  Persnaded  that  it  is  for  the  interests  both  of  onr  members  and  their  employers 
that  a  good  nnderstaniling  should  at  all  times  exist  between  the  two,  it  will  be  the 
constant  endeavor  of  this  organization  to  establish  mntnal  confidence  and  create 
and  maintain  bnrmouious  relations, 

"Such  are  the  aims  and  purposes  of  the  Brotherhood  of  Railroad  Trainmen." 

The  uhieC features  of  uur  organization  are:  First,  education.  We  believe  that  it 
is  easier  to  reason  with  men  orednoation  than  it  is  to  do  basinese  with  men  who  aro 
ignorant  of  those  things  that  confront  them  in  their  employment.  The  wages  and 
hours  of  labor  are  also  a  consideration.  We  have  loHt  no  opportonities  tu  see  to  it 
that  the  men  receive  a  fair  compensation  for  their  labor,  and  Its  equivalent  in  hours' 
of  liibor. 

Q.  Was  th»t  not  the  chief  object  in  the  formation  of  yonr  organization f — A.  No; 
I  might  say  it  was  not  the  chief  object  of  tbe  formation  of  our  organization.  The 
chief  object  in  the  Ibrmntion  of  our  organization  was  tu  insure  the  lives  of  Ite 
members  and  protect  ttieir  dependents.  To  that  end  last  year  the  Brotherhood  of 
Railroad  Trainmen  have  ilistribnted  among  widows,  orphans,  and  their  disabled 
uiembers  f6T5,000. 

Q.  Yon  found,  however,  that  yonr  interests  conid  be  best  served  by  organization 
of  that  kind  as  regorda  the  wages  paid  and  honrsof  labor,  and  soon  t — A.  The  wages 
and  hours  of  labor  were  an  after  cnnaideration.  Tbe  manner  in  which  the  organiza- 
tion procnedH  to  take  np  those  questions  pertaining  to  rales,  hours  of  labor,  and 
rates  iif  pny  can  best  be  given  by  reading  that  part  of  ite  constitution,  which  goes 
tciehow  tliat  wo  have  no  ugltadits,  or  no  one  going  over  the  country  hnnting  trouble; 
tlint  if  any  grievonces  arihe  tlioy  spring  from  the  individual  members.  Rule  No.  5 
of  tbe  general  rales  of  tbe  constitution  of  the  brotherhood  reads: 


"No.  5.  Any  member  con8i<leting  that  he  has  been  nnjustly  dealt  with  by  his 
omployfir,  or  that  he  is  otherwise  aggrieved,  shall  make  a  statement  of  thti  griovaiiue 
ill  writing,  securing  the  signature  thereto  of  a  majority  of  the  members  of  the  lodge 
oinployeaon  that  aivieiou,  and  present  the  same  at  a  meeting  of  the  lodge.  The 
lodge  shnll  then  determine,  by  a  majority  vote  of  the  members  present,  employees 
of  the  division,  whuther  to  sastiiin  or  reject  the  grievance.  Should  the  grievance  be 
sustained  the  local  grievance  committee  shall  lay  the  matter  before  the  train  maat«r, 
snperiu  ten  dent,  or  other  proper  officer,  and  nse  every  means  to  effect  a  satisfactory 
settlement  ftud  report  their  action  and  all  things  pertaining  to  the  case  to  the  lodge. 
If  tbe  result  is  not  satisfactory  it  may  be  referred  to  the  general  grievance  com- 
mittee for  farther  action." 

By  following  ont  this  manner  of  procedure  It  takes  a  grievance  out  of  tbe  hands 
of  the  mau  who  is  ugrieved  and  places  it  in  tbe  hands  of  conservative  men,  men  who 
are  not  in  anywise  interested,  and  who  arc  more  competent  to  decide  whether  tbere 
is  a  just  grievance  or  not.  It  then  comes  before  the  executive  officers.  Before  enter- 
ing into  a  conflict  tbe  grievance  has  got  to  bo  submitted  in  writing,  in  oironlar  form, 
to  the  membership.  They  have  to  der.ide  whether  there  is  snflloient  grievances;  or, 
in  other  words,  whether  they  can  enter  into  a  conflict.  Then  it  must  pass  the 
a|iproval  of  the  grand  master, 'or  his  duly  accredited  representative.  In  16  years 
anil  7  monlbn  the  Brotherhood  of  Ilailroad  Trainmen  have  been  engagetl  in  2 
conflicts;  in  other  words,  in  2  strikes.  I  believe  this  will  go  to  show  that  the 
organization  )s  t'onsi'rvutive.  nnd  that  its  policy  is  largely  one  of  couciliatimi  and 
arbitration.  I  might  state  that  these  2  conflicts  were  settled  by  ooinmitti-es  of 
arbitration. 

Q.  What  yeare  were  these t — A.  I  think  one,  the  first, was  in  1892;  thesecondwas 
in  lNii4. 

Q.  Neither  settled  under  the  new  bill  passed  by  Congress  a  conple  of  years  ago  in 
your  behalf  ?— A.  No,  sir. 

Q.  That  was  a  bill  particularly  pushed  foe  your  organization,  was  it'notf— j&-  Yes. 

y.  The  arbitration  hint— A.  Yea.  iOOqIc 
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Q.  I  remember  your  orgaoi^AtioD  appearing  before  ns  by  jonr  Tepresentativea. — 
A.  Yes. 

Q.  And  it  ■wae  consLdereii  a  very  good  bill  f— A,  Yes. 

Q.  I  Ibink  yonr  repregcDtativo  xtated  tbnt  m  case  that  bill  becajne  a  law  strikes 
wiiiild  be  reduced  to  a  minimum,  and  there  would  he  practicfilly  none  of  them  at 
all.— A.  I  think  it  has  bad  some  efteot  in  reducing  the  number  of  BtrikeB, 

Q.  Tou  may  etati',  then,  before  yon  go  fnrtber,  the  nuniber  of  railroad  emplnjees 
that  are  included  in  yonr  organi/ation. — A.  The  membership  of  the  Krotberhood  at 
the  prenent  time  will  nnmber  over  3S,000. 

Q.  And  the  kinds  of  employeest — A.  They  are  principally  switchmen,  brakemea. 
Bud  conductors. 

Q.  There  is  a  separnte  organization  then  for  firemen  and  ongineenf — A.  Yes,  anil 
tbere  is  a  separate  organization  for  coudnctors  also,  bat  we  have  quite  n  number  Id 
our  organization  who  have  been  promoted  from  the  position  of  brakeman  to  oon- 
diLctorsbip  and  still  maintain  membership  in  their  Brotherhood. 

Q.  Do  yon  affiliate  with  the  ilrotberbood  of  Locomotive  Firemen  and  Kngiaeen 
ill  any  wayt — A.  Yes;  we  do.  We  are  closety  associateil  with  them.  In  fact,  not 
only  with  the  organizations  of  railroad  emjiloyeea,  but  I  believe  we  are  closely  asso- 
ciated with  all  labor  organizations. 

Q.  Exactly;  but  in  a  little  dilferent  Hense  yon  are  associated  with  those  yon  speak 
ofr — A.  Yes;  our  ititerestd  are  so  close  that  it  brings  it  closer  together  than  it  would 
etber  on;aiiization-- ;  the  relations  are  dift'erent.  IJn  Jiiniiary  14,  1900,  1  organized  a 
lodge  oftlio  Brothi-rhood  of  Railroad  Trainmen  at  .Sbaniokin,  Pa. 

Q.  (Hv  Senator  KvLK.)  They  have  never  bad  an  organi/alion  of  that  kind  there 
beforet— A.  No.  sir, 

Q.  But  you  liavc  organ ii^ationn  of  yonr  order  along  the  line  of  the  Reading  road, 
have  yon  T— A.  Yes,  sir. 

Q.  (By  Mr.  Ratudford.)  Before  yon  pass  frum  the  general  explanation  as  to  the 
purposes  of  your  organlzatliiu  I  should  like  to  ank  a  i|tieBtioTi  or  two.  Yon  spoke 
of  86T3,IX)0  bi'inc  distributed  among  the  [ueinbersliip  Ia.>tt  yoarT— A.  Yes. 

Q.  I  Hhiiuld  like  to  nnilerstaod  how  this  money  ia  raisi'd  nud  what  is  the  pnrpose 
in  distributing  irT— .X.  Tlic  manner  in  which  the  money  ix  raised  is  as  an  ossessnieiit 
on  the  moinhership  luvieil  from  time  to  time. 

Q.  A  voiiintjiry  a««os»meutT— A.  Yes,  sir.  It  is  a  condition  iif  membership.  It  i« 
levied  for  each  niontli.  This  falls  into  a  fund  known  na  the  beueticiaiy  fund,  from 
which  we  pay  all  claiut»tbat  arise  in  that  department,  aiich  as  deiith  iinddisabililr 
front  whatever  cansii;  it  may  lie  incurable  onnHumption,  locomotor  ataxia  which 
rnilroiut  men  are  frequently  afflicted  with,  or  an  injury  in  tbelr  employment  which 
inrapai'ltutea  tbem  to  e.trn  a  livelibuud. 

y.  la  there  any  ont-of-work  hciiefitf— A.  The  enbordinato  lodges  regulate  that; 
that  is  within  the  provtuci'  of  thi<  subordinnte  lodge. 

Q.  Well,  now,  this  fund  ia  what  is  known  tn  your  organization  hb  the  insurance 
fond,  isitf— A.  Yes. 

Q.  Have  the  railroad  compaiiiof 
No,  not  generally:  it  is  conRned  U 
the  Chicago,  Burlington  and  (juincy;  the  Baltimore  and  Ohio;  Pennsylvania;  and,  I 
nnderatand,  theSoutlieru  I'acilic  are  iroing  to  Inangurate  thi' insurance  fi-atures  this 
'     '     this  year.    Tboee  are  abont  the  only  large  systems  that  I 

^.  Well,  Ih  this  insurance,  known  as  the  company's 
agrefablp  to  the  railway  empIoyoBst— A.  I  believe  yon  i 
reliefs  of  the  railroad  compnniesT 

g.  No;  1  do  not  mean  that.  1  mean  the  insurance  that  is  gotten  up  by  thi- 
company  and  managed  by  the  company.  They  may  call  it  volnntary,  but  we  bavu 
testimony  before  this  commission,  1  believe,  Hhnwing  that  it  is  the  revi-rseof  vol- 
nutnry.— A.  I  met  last  year  upward  oC  iri, 000  railroad  men  who  are  couuecteil 
wilb  onr  organization  nnd  other  organixationa  in  the  train  service,  and  I  have  faileil 
to  find  a  siugle  one  that  bus  approveil  of  the  plan  or  working  of  the  railwny  insur- 
ance asHOciations. 

(J.  (By  Senator  KYLR.)  Will  yon  explain  to  the  commission  the  metliods  of  the 
railway  companies.— A.  In  employing  men  they  mn»t  pass  ii  doctors  examination, 
and  after  they  ore  given  employment  they  are  placed  upon  the  rolls  of  the  relief  aaso- 
oiatiou.  Thev  have  no  jurisdiction  over  that  part  of  tho  matter.  I  might  say  they 
have  nnjuriaaictionia  diHcontinniiit;  tlieir  payments.  As  long  ua  they  remain  in  the 
aerricK  of  the  company  they  bavaKOt  t4i  keen  on  paying  tbeM  nsseaaments. 

Q.   Von  mean  a  certain  amount  Is  extracted  from  their  aalariesI~-A.  Yes. 

Q.  (By  Representative  Ot.ikn.)  In  other  words,  it  is  not  a  volnntary  paymenii  — 
A.  The  men  do  not  so  consider  it. 

Q.  iBy  Mr.  UAicurdKK.i  Emplnymcntasarailroad  brakeman  is  ronilitionol  np'in 
tueiuberahip  in  that  association,  is  it  uotf — A.  Yea;  that  ia  my  ondenteuding  of  tbf 
manner  in  which  they  work.  (     (X^uK' 
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Q.  Has  that  syKtein  tlie  effect  of  exempting  railway  companieB  from  liability  in 
caao  of  accideut  or  dentb  to  tbe  employeel— A.  Yea;  and  the  uamerons  deciaions 
which  have  been  lendereil  by  the  courts  thronji'ii'it  the  country  are  tbe  best 
eTideDce  of  that,    i  believe  the^r  c»a  be  found  in  .Mr.  Carroll  D.  Wright'e  bulletin 

Q.  (By  Benator  Kylr.)  The  employeea  <lo  not  sign  an  afpreement,  do  they,  when 
they  become  em|ilo,vees  of  tbe  company  tliat  tbey  nill  accept  this  insurance  in  lien 
of  all  other  claims  against  the  companies  for  in.liiriesf—A.  Yee;  I  think,  if  my 
niemoty  seTves  me  right,  tbat  in  oDe  of  tbe  comUtions. 

Q.  (ISy  Mr.  Kensehy.)  Ib  there  such  a  voluotary  relief  usaociation  on  tbe  Reading 
system  t— A.  I  believe  there  is. 

Q.  Yon  do  not  know  T — A.  I  am  not  positive  of  that,  but  I  am  ioclined  to  believe 
there  is  a  voluntary  relief  asaooiation  there. 

y.  (By  Mr.  Katciiford.)  The  c[nestion  waa  with  reference  to  employees  wniving 
their  ilftiuiM  for  liability  in  case  of  accident  or  death,  and  the  cjiiestiou  leading  up 
to  that  Vita  wlipther  or  not  they  sign  a  paper  in  becomiuK  ini'mbers  of  this  so-called 
inanrnnce,  waiving  such  claims.— A.  Yes;  1  consider  that  by  thpm  joining  the  relief 
asHocintion  tliey  waive  all  right  to  recover  for  personal  injuries  or  otherwise. 

Q.  Can  ynii  present  this  commisnion  now,  or  at  your  conveiiLence,  a  paper  Bnch  as 


iployee  asking  him  to  waive  such  claims,  by  any  railway  ci 


panyf — A.  I  beli 

Q.  Wo  will  be  glad  to  have  it. — A.  1  will  try  to  furnish  you  that  paper. 

ISy  Mr.  Kennriiy.  I  suggest  you  go  into  the  Beading  tro'nble  now. 

(j-  (By  Senator  Kyle.)  Yes,  proceed.  You  spoke  about  having  organized  on  Jan- 
uary 14. — A,  January  14  of  the  preaeutyearl  organized  a  lodge  at  iShamokin,  Pa.,  and 
on  my  arrival  in  Shamokin  1  fonnd  ignite  a  nnniber  of  tbe  proposed  applicauta  hail 
iievn  discharged  on  account  of  their  being  about  to  become  members  of  tbe  organi- 
y.ntioii.  I  might  state  tbat  some  of  these  men  belonged  to  tbe  Urotherhood  in  a  city 
distniit  from  t^hnmokiu.  Their  membership  was  never  known  by  tbe  ofiicials.  It 
was  discovered  tbat  some  of  these  men  were  the  prime  movers  in  iuatitnting  this 
lodge.  A  few  days  before  my  arrival  they  were  ilismisBed  from  tbe  service  of  the 
Vhiladelphia  and  Reading. 

Q.  Will  you  please  xtate  to  tbe  commiseinn  the  nearest  city  to  Shamokin  where 
there  is  a  lodge  of  this  orderf— A.  Tbe  nearest  is  Sunbnry. 

y.  llowfiiriiwayf— A.  About  12  miles, 

li.  Onthe  same  railway  divisionf— A.  Yes. 

if.  So  tbe  same  railway  offlc<-rs  are  in  charge  of  tbe  employees  both  at  Shamokin 
and  Stiubiir.vf— A.  1  believe  so,  iinlrss  it  wDuld  be  a  divisional  point, 

Q.  Well,  ilo  these  men  object  tothe  men  joining  thoiroriieratSnnburyf— A.  Well, 
1  do  not  know  of  imy  objections  prior  to  the  14th  of  January,  but  1  presume  the 
reason  why  there  wau  not  any  discipline  or  dismiHsal  from  tbe  company  sooner  woe 
the  fact  that  they  did  not  know  that  thi'se  men  belonged  to  the  Krotherhood,  and 
they  quietly  went  up  to  Sunbnry  and  liecame  niemliers  of  the  institution, 

<j.  Now,  the  lodge  at  Sunbury — where  is  the  ne^t  lodge  along  the  railway  t~-A. 
The  next  U  Williamsport. 

Q.  How  far  is  that  awayf — A.  I  believe  about  40  miles  from  Snnbary;  55  or  60 
niilcN  from  Shamokin. 

(j.  In  the  same  division  still,  is  itt — A.  That  is  the  terminus  of  the  Philadelphia 
and  Reading.  I  believe. 

(j.  Now,  state  how  many  lodges  there  are  along  the  route  of  the  Heading  road  T — 
A.  I  presume  there  are  about  I.^i— 12  or  15. 

Q.  And  how  long  is  it  since  tbe  timt  one  was  establiabedt — A.  Theflcst  lodge  was 
cstablisheil,  I  believe  1  can  snfely  say,  in  1S85  or  1886. 

Q.  So  that  tbe  lodges  have  been  establisbed  practically  16  years  along  that  road  f — 

Q.  And  tbe  officers  in  charge  of  the  road  have  been  practioally  the  same  officers, 
have  they,  for  a  number  of  yearsf — A,  I  believe  their  general  offlcera  have  biwn 
iiUont  tbe  same;  but  there  have  been  quite  a  number  of  changes  among  the  division 

1^  Well,  have  vod  had  c< 
iif  their  attiliation  with  one 

0]  such  complaints  for  the  pa«t  10  years. 

</.  .So  that  yon  have  reason  to  believe  in  your  own  mind  that  those  men  were  dis- 
charged prior  to  your  going  to  Shamokin  beoauae  tbey  oontemplate<l  organizing  a 
liHlge  there  (—A.  Yes. 

(J.  Now,  if  you  will,  state  to  the  commission  your  reasons  for  so  believing.  Of 
canrse,  we  want  to  get  at  the  faclA  here. — A.  My  reaflon  for  believing  this  is  that 
tbe  men  who  were  discharged  called  upon  their  division  officers — traiu musters,  yard- 
masters,  and  superintendents — and  asked  them  to  assign  a  criihk  fur  their  diamiesal. 
These  ofllcurs  declined  to  talk.  They  simply  auid  to  the  men,  "  We  haven't  auy- 
tbing  tosay  to  you  at  all.    Yon  are  ducbaiged,  and  that  is  allttiereistoit.    We  49 
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not  wish  to  aaAen  anyxeaaonsor  talk  nith  yoQ  on  themktt«r  at  all."  When  I  fonnd 
ttiat  fiach  waH  tho  case — tbnt  the  men  were  diaehargod  for  beloojnng  to  tlio  Brothor- 
hood— I  folt  that  we  were  in  no  poaition  to  protect  them. 

(j.  Did  tho  odirera  stale  these  men  were  diHChSirKed  liecaase  tlify  were  contemplat- 
ing joinins  the  loduet— A.  I  will  tell  .too  jiiat  exactly  what  ban  lieen  done  at  each 
place,  ana  the  facts  as  1  know  tbooi  at  Shamokin.  There  was  no  teason  assigned 
farther  than  "  We  do  not  want  you  in  the  servicf  "'  """      "^ " 

Q.    (By  Eepresentative  Otjen.)  How  many  i 
about  H,  I  believe^e  or  8. 

Q.  They  had  been  members  of  the  order  before! — A.  Yes.  There  were  only  2  that 
were  not  moaibers  of  the  organization.  There  were  aboat  i  members  of  the  organ- 
izutiuu  at  (be  time  they  were  dismisaed ;  bnt  all  were  proiiosed  members  of  this  new 

Q.  Do  yon  have  any  organisation  theref — A.  Yea. 

Q.  la  it  in  existence  to-dayl — A.  Yea. 

Q.  Are  membera  of  it  workini;  on  the  Reading  aystemf — A.  No,  sir.  There  may 
be  a  few  under  coTer — older  membershipe  in  socruey.  When  I  found  out  that  the 
oBlcere  of  the  Philadelphia  and  ReadiriK  were  objecting  to  t lie  organization  of  a 
lodge  there,  I  frit  a  reinctance  about  proceudini;  to  organize  theui,  as  I  knew  the 
men  would  lose  their  employment. 

Q.  (By  Senator  Kyi.e.)  Yon  nay  "  when  you  found  it  out."  How  did  yon  find  it 
ontt — A,  I  found  otit  through  the  men.  They  told  me  they  bad  called  upon  tlie 
division  ofBcers  and  asked  for  tho  cause  of  their  diMmisssI,  They  would  not  aasign 
any  reason  at  all.    They  told  them  that  their  service  was  not  any  looKer  needed. 

Q.  And  it  is  simply  an  inference  on  your  part,  is  itf — A.  Yes;  and  the  attitude  uf 
the  I'hiladetpbia  and  Kesding  in  tho  past  led  me  to  believe  that  it  was  on  account 
of  thi^ir  membership  in  tbe  Brotherhood  of  Kiiilrond  Trainmen. 

Q.  Now,  you  are  Retliog  .it  what  ted  you  to  believe  that  fsct.  Their  relatione  in 
the  paat,  yim  Hayf— A.  'llie  orders  which  the.v  issued  enme  6,  10,  or  12  >eiira  ago, 
when  the.y  made  it  n  condition  oreniplny ment  that  no  ninn  sbould  belong  to  a  labor 
organ i XII tiou.  And  while  tho  road  wan  in  the  haudu  of  a  receiver,  nmler  Jud;;n  Poi- 
son, our  organization  went  intc)  court  ta  establiah  tho  right  of  belonging  to  our 
Brotherhood  and  at  the  same  time  workiog  for  tho  receivers  of  that  coinniiny.  When 
I  found  that  (hey  were  objecting  to  onr  organization  being  instituted  along  tbeir 
aj  stem,  and  that  wo  wore  in  no  position  to  protect  the  men  whon  they  became  nioni- 
bers  of  our  organization,  I  thought  the  best  thing  to  do  for  themselves  und  Iboir 
famiiieswasnottonrganizealodguof  the  Brotherhood  in  Shamokin,  and  I  so  advised 
them.  Hut  aftor  earnest  solicltiug  «n  their  part,  and  wiieu  they  showed  a  det>-rmi- 
natinn  to  go  ahead  with  the  orgnniiiation  regardioBs  of  the  ofhciala  of  the  Pbila<leU 
phia  and  Reading,  I  conid  nut  deny  tbom  the  right  to  hecome  members  of  the 
organ  illation.  On  February  8  I  rccoiveil  a  t-Iegraiu  frou)  tho  grand  master  advising 
mo  to  go  to  I'bilndelphia  and  couiiHel  with  our  mcoibers  in  that  city  employed  on  the 
Philadelphia  and  Reading  Rnilrond.  On  my  arrival  there  1  found  that  about  61)  of 
those  men  had  prepared  to  inaugarato  a  strike  indepeudcnt  of  any  organization, 
simply  on  their  own  account.  I  counseled  with  thonn  men  and  advised  tlieni  that  it 
would  not  be  tbe  proper  thing  to  do;  showed  thom  wherein  it  might  hn  injurious  lo 
them,  as  well  as  to  the  intcre^ta  of  tbe  Pbiludeipbia  and  Reading,  and  that  there 
would  pniliably  he  another  way  iu  which  we  eonid  got  around  this  and  seouro  jus- 
tice for  them.  They  finally  ronaented  to  remain  nt  work,  those  that  were  working, 
und  those  that  wore  dismissed  wo  wonlil  try  to  secure  omployniant  for  tbom  by  aocde 
other  means.  1  believe  there  were  upwards  of  10  discharged.  One  of  tbe  gontlemeu 
is  hero  nt  present. 

Q.  (By  Kepresentative  Otj] 
tlemen  are  present.  But  thes 
ing  tliat  for  faithfulness  nni  _ 

comptimented  very  bighl.v  by  tbe  yardrnDster,  trs  in  master,  and  superintendent. 
fact,  these  men  tfiat  were  discharged  wore  tbe  very  best  men,  in  my  judgment, 
cntployeil  on  tbe  I'hiladHlphia  and  Reiwling  Railroad.  We  took  pniticular  pains  to 
'  iiseertain  whether  they  had  been  guilty  of  destroying  uny  property,  or  whether  they 
wero  intemperate  or  incompetent,  and  we  found  in  every  case  that  the  men  were  tlior- 
iingbly  competent,  sober,  and  induBtrious  men,  had  firxt-class  records  as  employees. 
.Some  of  these  men  had  the  matter  np  personally  with  tbe  general  superintendent, 
nnd  tlie  general  snperintendeiit  said  to  tbem  vorv  plainly  that  they  were  discharged 
on  account  of  alilliatlng  with  the  Drothcrbood  i-i  Railroad  Trainmen, 

Q.  (By  Ijenator  KVLE.)  This  discharge  took  place  wbeut— A.  Along  about  the  Ist 
of  Kebraary. 

Q.  Reverting  to  the  Shamokin  affair,  now.  Did  the  discharge  take  place  there 
before  the  lodge  was  organized,  or  afterf — A.  Just  before;  a  few  days  befor«. 

Q.  Justbeforet — A.  Yes. 

(j.  SVell,  now,  what  reasons  oan  you  give  the  commisaiou,  If  any,  why  the  I'hila- 
dplpbiaand  Reading;  would  oppose  tbe  orgonizBtionof  a  lodge  at  Sharaolcin,  even^ 
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tbe  DXtent  of  discharging  its  emplojeei,  and  at  the  same  time  perinit  a  lodge  or 
lodges  to  exist  in  other  cities  aloiiK  its  lines  I — A.  U  I  hare  left  the  impression  that 
tbese  lodices  exist  aiouc  the  line  of  tbe  I'hiladelpbia  and  Heading,  coiuposed  princi- 
pally of  Reading  men,  it  is  wrong.  These  lodges  that  exist  along  the  linea  of  the 
Philadelphia  and  Heading  Railroad  are  compoud  princtpalt;  of  Pennsylvania  Rail- 
road men,  with  a  few  Philadelphia  and  Reading  men  in  every  lodge. 

Q.  (By  Mr.  KBKNKnV.)  At  Jnnction  points  on  tbe  system  t— A.  Yes. 

Q.  (Ity  Senator  Kyle.)  And  tbe  members  employed  by  tbe  Reading  are  under 
cover,  you  think,  mostly? — A.  Yes;  there  is  a  gentleman  here  from  Reading  who 
could  testify  before  this  commission  and  show  that  they  do  meet  in  haylofts,  cellars, 
and  dark  rooms,  one  place  and  anotbei,  in  order  to  esunpe  tbe  sleuths  of  the  Phila- 
dulphia  and  Reading  Railroad. 

tj.  (By  Mr.  RATCHroKD.)  Have  the  Philadelphia  and  Rending  offlcials  cooperated 
at  any  time  with  your  organization  nr  bad  bnsiiioBS  with  itf — A.  It  never  bad  any 
occHsion  to  lueut  or  do  hnsiueHH  with  our  organ! /.at too.  We  have  never  bad  any 
difficalty.  I  might  say,  talking  more  plainly,  tbat  the  organization  has  never  had 
any  grievance  presented  to  it  by  the  men  employed  on  the  Fhilailelpbia  and  Reading 
Railroad. 

Q.  (By  BepiesentatlveOTJiti.)  Until  the  present  onet— A.  Yes. 

Q,  (By  Mr.  liATCitvoRi). )  You  say  that  your  organization  never  had  any  grievoDoe 

6 resented  to  it  nutil  the  present  one  by  the  men  employed  uu  the  Philadelphia  and 
eodiiig  Railroad,  Was  that  because  of  tbe  good  treatment  accorded  the  men  by 
the  company,  oi  because  there  was  no  organization  there — little  or  no  organization  — 
among  your  menf — A.  Well,  it  is  due  Largoly  to  tbe  fact  that  there  in  no  organization 
tliert,  and  the  company  has  the  nieu  nnder  complete  Bnbmiasiuu. 

({.  (By  Mr.  ICkmmedy.)  You  mean  they  have  had  no  grievance  since  the  reoeiver- 
shjp  of  the  company.  Yon  said,  I  believe,  they  bad  trouble  thenf — A.  At  the  time 
of  the  receiventbip ;  that  was  a  matter  taken  into  court. 

Q.  (By  Senator  Kylk.)  But  you  found  out  at  the  time  that  you  hail  this  trouble 
in  the  court  that  the  company  was  opposed,  and  bitterly  opposed,  to  the  organiza- 
tion of  lodges  along  their  road  f— A,  Yen ;  and  the  records  ot^the  court  will  bear  that 
StatoDieut  out. 

Q.  And  they  made  a  statement  here  about  tbe  1st  of  February,  at  the  time  the  men 
were  discharged,  that  you  were  spitakiug  about,  that  they  were  still  opposed  to  the 
organisation  of  lodges,  and  that  these  men  were  discharged  beoause  of  their  oonnec- 
ticin  with  these  lodgesf — A.   Yes. 

Q.  (By  Mr.  Kkknkdy.)  Do  you  know  whether  .Judge  Paxson  is  in  any  way  con- 
nected with  tbe  management  of  tbe  Philadelphia  and  Keadiug  nttbis  timet — A.  His 
name  docs  not  appear  on  the  olhciul  list  as  given  in  tbe  Offlciol  (inide.  Ah  to  bis 
being  in  any  wise  connected  with  it,  1  can  not  say.  He  niight  poHsibly  bu  a  director 
or  counsellor,  or  advisor  of  some  description. 

I  might  say,  in  conclnding,  that  these  men  are  not  only  pleading  for  their.libertiee 
and  rights  to  belong  to  organizations  so  long  as  they  come  within  the  bounds  of  tbe 
laws  of  the  land,  bnt  they  are  also  making  their  plea  for  their  right  to  work.  1 
have  leeeivsd  letters  from  a  great  number  of  these  men  since  they  have  lost  their 
employment  on  the  Philadelphia  and  Reading  Railroad,  and  all  of  these  letterssbow 
,  that  wherever  they  go  they  areaeked  the  question  ;  Wberedid  you  work  last,  and  what 
were  yon  dismiHsed  forf  And  wbeu  they  make  their  statement  that  they  were  dis- 
charKed  for  nothing,  apparently  nothing,  so  far  as  they  know,  other  than  to  belong 
to  a  labor  organization,  the  ofHciale  refoee  to  perinit  them  to  go  to  work  until  they 
refer  back  to  the  road  from  whence  they  came.  After  it  is  discovered  that  the  offi- 
cials of  the  Philadelphia  and  Remliug  Railroad  disapproved  of  their  working  any- 
where else,  they  are  told  that  they  ere  not  needed.  Some  of  these  men  have  traveled 
since  last  January  from  3,000  to  6,000  miles  trying  to  tind  work. 

Q.  Do  yon  mean  to  say  they  are  placed  on  the  blacklist,  so  to  speakt — A.  Yes, 

Q.  By  all  the  railroads  of  the  United  Stateat— A.  No.  The  rule  of  railroads  is 
this  lit  employing  men :  To  make  them  give  reference.  Now,  we  do  nut  wish  to  leave 
the  impression  here  that  all  railroad  officials  ^leuppoHed  to  our  organization,  and 
would  be  gnilty  of  blaokllBting  a  man  becanse  he  asserted  his  righta  to  belong  to  an 
organization  that  was  for  bis  protection.  A  great  many  of  the  ofHcialH,  regardless 
of  what  kind  of  recommendation  comes  back  from  tbe  Philadelphia  and  Reading, 
or  any  other  road,  if  tbe  man  were  a  sober  and  industrious  man,  would  be  pretty 
apt  to  uive  him  employment,  bat  unfortnnately  for  these  men  they  have  been  trav- 
eling riuht  along  certain  lines  that  adhere  strictly  to  this  rule — that  the  man  must 
have  R  clear  record  before  he  can  be  employed  on  their  lines.  Some  of  these  men 
have  been  ii^ured  in  the  service  of  the  Philadelphia  and  Heading.  Some  of  them 
have  lost  a  band,  and  some  have  lost  a  foot.  Some  have  impaired  their  health  on 
account  of  lung  hours  and  all  kinds  of  weather.  They  have,  as  I  said  before,  in 
their  possession  letters  and  statements  showing  that  their  service  baa  always  been 
satisfactory.  In  ftect,  they  are  tbe  very  beat  employees — the  very  beat  in  theit 
aerrioe. 
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Q.  Nov,  when  tttese  n 
Mid  to  them  th&t  the;  w 
TraiDinen'B Association f— A.  ten. 

Q.  And  for  no  other  rensou  r— A.  That  is  apparent,  ;es. 

Q.  (By  Senator  Kyle.)  You  aaid  a  monient  ago  that  tlieee  Philadelphia  men  wer« 
told  the;  were  dieoharged  b;  the  railroad  becuase  of  their  oonuettiun  with  ;oDr 
OT^anizatiou,  or  with  yoar  lodKeaf~A.  Well,  yes.  The;  have  told  me  at  Pliiladel- 
plita  that  they  were  discharged  on  aooouat  of  their  memhurship  in  the  Brotherhood 
of  Railroad  Trainmen. 

Q.  I  anderatorid  ;on  to  aa;  the;  were  told  by  the  railroad  offlciole  that  the;  were 
discharged  f<ir  that  reason! — A.  That  is  correct.. 

Q.  Simply  becuiisu  of  their  ciiiinectiou  with  the  organization  f — A.  ¥e8,  sir. 

Q.  (B;  KepTcsentative  Otjbn.)  Are  these  men  beref — A.  One  of  them  Is  here. 

Q.  (B;  Seiiutor  Kylr.)  And  the  railroad  failed  to  give  a  certificate  iis  to  character 
SB  regards  faithfulDess  and  anythiug  eleef— A.  Some  of  them  havu  them  In  their 
poBseasioD. 

Q.  The;  have  got  to  produce  euuie  sort  uf  a  certificate  from  former  employers 
before  thry  can  get  eniploytiieut  on  some  uthi^r  railroad T — A.  Yes;  hnr  this  is  au 
exoJiangu  through  officials.  The  man  uiiist  immediately  have  a  recommendation  in 
hie  pocket,  but  It  is  worthlese  with  a  great  many  corporations.  It  must  paas  back 
and  forth  through  the  ofBcials — the  ofllcial  of  one  railroad  in  communication  with 
anothtr.  • 

Q.  (By  Hr.  Katchfoku.)  Have  yon  not  a  law  in  the  State  of  Pennxylvania  which 
in  substance  provides  that  workingiuen  shall  not  be  discriminated  against  by  thu 
employer  for  their  connection  with  a  labor  union  1 — A.  That  law  has  been  declared 
anoonstitutionul  by  Judge  Gnnster,  I  believe. 

Q.  How  recently  has  it  been  declared  uncnnstitotional  t  Do  yourememborl — A. 
Last  September  or  October. 

Q.  (By  Mr.  Ken'nkdy.)  An  appeal  is  pending  nowT — A.  Yes;  there  waa  an  appeal 
taken.     I  believe  it  is  |iendiiig.     1  do  not  know  jost  the  status  of  the  appeal. 

1  would  like  to  read,  in  answer  to  Mr.  Hutchford's  question  about  these  voluutar; 
relief  aasociations  [reading]: 

"And,  in  consideration  of  the  contribution  to  be  mode  to  the  relief  fnod  of  the 
said  association  by  the  Philadelphia  and  Reading   Railroad  Company,  and  it 


iveral  associated  companies  in  respect  of  an; 

u  theit  respective  '  .... 

that  the  noceptance  of  benefits  from  the  said  relief  fund,  o 
injury  or  death,  shall  operate  as  ii  release  of  all  claims  or  damages  against  said  coiu- 

Cany,  m;  employer,  and  against  uny  of  said  associated  companies  by  which  I  ma; 
ereufter  be  employed,  arising  fruin  such  injur;  or  death,  whith  conid  be  made  by 
or  through  me,  and  that  1  or  my  legal  representative  will  execute  or,  where  De(H<»- 
BBry,  procure  to  be  executed  such  further  instrument  as  may  be  necessary  formally 
to  evidence  such  aoquittance." 

Cj.  (By  Mr.  Ratcuford.)  What  id  that  you  are  readinsf  Is  it  an  agreement  oris 
itriileef^A.  These  are  the  rules  covering  the  Philadelphia  and  Reading  Belief 
Association. 

y.  As  promulgated  by  the  ofBcials  of  the  railroadf — A.  Yea. 

(j .  The  practice  of  the  employees  of  the  road  is  to  sign  them  in  accepting  emploj- 
meutf^A.  Yes.  It  is  virtually  a  couditiou  uf  employment,  just  as  an  applicant  ia 
rennired  to  go  before  their  doctors  and  posa  an  examination  l>efore  he  can  be 
employed.  A  great  man;  of  these  compuuies  to-day  hav6  the  latter  mie  in  force. 
If  a  man's  measurements  and  weight  and  height  do  not  all  correspond,  and  if  he  be 
Dot  BOand  in  limb,  be  can  not  get  employment. 

(j.  (By  Representative  Otjbm.)  Are  yon  sure  that  theee  employees  are  obliged  to 
accept  these  benellts  unleHS  they  want  tot — A.  M;  nnderstuiding  is  that  they  will 
have  to  accept  benefits  or  leave  the  service  of  the  company. 

Q.  That  is,  on  tbpse  roads  that  have  these  aasooiations,  practically  all  the  men 
belong  to  the  association  f — A .  Yes. 

<.).  Is  it  understood  among  railroad  men  that  they  will  not  have  a  good  standing 
in  their  employment  if  they  do  not  join  these  so-called  voluntary  relief  associations  t — 
A.  Well,  I  am  at  a  loss  to  know  how  to  answer  that  question,  because  yon  will  find 
so  very  few  who  do  not  belong  to  the  relief  association  that  11  would  be  hard  to 
determine  that  question. 

■      —     ~  "   LR.)  I  understood  you  to  state  a  moment  ago  that  the;  oonld 

s  at  all  unless  the;  were  examined  and  became  members  of  tbis 

;  that  ia  correct. 

.  Well,  you  can  proceed  now  to  make  out  your  cause  of  complaint.  We  have 
KOESofar  as  tbePhiladelphia  matter,  where  10  men  were  discharged;  havin  a  passed 
flie  Shamokin  matter  where 8  men  were  discharged,  1  believe,  making  lH  In  all. — 
•  A.  Wereoeived  statements  from  qnite  a  onmber  of  the  members  of  our  organisation 


t— A.  Yes 
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BflkinK  nn  to  Ju  eoue  nuy  give  them  ieli«r,  and  we  knew  Ibal  it  was  impusstblu  to 
approach  tLe  officers  of  t lint  company,  asking  Tor  the  righM  oftbe  men  to  beloog  to 
ot^aiiiKatioos,  and,  iDasiiiii<.'h  an  there  wan  uruated  by  CouKrcBO  an  Industrial  Com- 
misHirjn  to  inqnire  into  industrial  mutters,  we  concluded  that  tbe  beet  thlu);  to  do 
was  to  bring  It  before  this  ci>uinii>ision. 

Q.  Van  mean  to  say  by  that  that  yon  made  no  attempt  whateTiir  to  reach  tbe  rail- 
road ofGclalB  in  regard  tn  this  matterf — A.  Nu,  air.  We  never  tried  to  Teach  tbetn 
u  ail  orcanizalioii.  Thr  men  did.  We  advised  the  men  to  cult  on  tboir  division  nffi- 
cers,  and  general  officers,  if  neoessary  and  if  they  conld  do  so,  and  oak  for  a  bearing 
of  tlieir  case,  and  for  the  cause  of  their  dismiHsal. 

I/.  So  yoor  reason,  then,  fur  Biipcariag  before  the  oommiMion  hare,  or  deairing  to 
Kppear,  is  because  IS  of  tout  men  have  been  dischiiiged  withont  Just  cause,  as  von 
(liinkt— A.  Yes. 

<j.  And  for  tbe  caase  tliat  yon  have  interpreted — tbat  they  are  members  of  the 
Mveral  lodKCS  alon^  yonr  linef — A.  Yen,  and  that  we  believe  that  relief  shonld  be 
atforded  these  men  lu  sonje  way  or  other  by  thr  provision  of  a  law  or  ennotment  of  a 
law. 

Ij.  Can  yon  slate  of  your  own  knowledge  that  the  raUway  offieials  wonld  have 
received  you  and  discussed  these  matt^'rs  ns  no  orgaulitation  I  't'huy  inlght  possibly 
refuse  to  treat  with  these  men  indiridiinlly,  or  n  committee  locall.v  of  the  men,  bnt 
are  you  sure  they  would  refuse  to  reeeive  you  and  2  or  3  of  your  associateBT— A. 
Yes.  Their  attitude  to  organization  in  the  past  leads  me  to  believe  that  they 
positively  would  not  fiermit  me  to  approach  them  an  au  officer  of  an  organization  or 
otherwise  us  an  individual. 

Q.  How  many  i^uch  railroads  ore  there  in  the  United  States  that  refuse  to  do 
tliatf— A.  Only  one— that  is  the  PhiladelphiH  iiiKl  INhiIm" 

(J.  AndyooDevrraskcdthem  to  treat  withyont— A.  Mjpredeceaeors,  Ui.  Wilki- 
son,  and,  1  believe,  though  1  am  not  quite  (Kisltive,  Mr.  UoriiHScj,  iuiw(rr]iiiii  maetei 
of  the  Brotberbooil  of  Builroad  Trainmen,  trieil  to  Approach  the  president  and  super- 
inteudent  of  one  or  two  companies,  and  found  they  could  not  do  so. 

y.  Who  is  the  pTPsident  of  thin  company  and  thii  vice-presidents  and  general  man- 
agcrf — A.  Well,  I  do  not  know  who  ia  the  iiresidcnt  now.  I  think  Mr.  Vorheea  waa 
president  at  that  time. 

(j.  And  the  auperiuleiidi'ut«  you  speuk  about '—A.  I  do  not  know  their  uomee. 

Q.  And  the  general  mnnagert—A.  The  funeral  superinteudent's  nume  is  Mr. 
Swtgard. 

Q.  (By  Mr.  Kenmbdv.)  You  stale  as  conclunive  that  if  they  wonld  not  give  satis- 
faction to  the  individual  membera  who  have  been  discharged  they  would  not  tolerate 
interference  on  tbe  part  of  leaders  of  the  organizutionT- A.  I  felt  that  wlien  they 
refused  to  enteiEain  a  committee  of  the  employees,  to  listen  to  an  honest  compluiiit, 
it  wonld  not  be  of  any  benrlit  to  the  men  for  this  organization  to  make  an  appeal  in 
their  behalf.  I  believe  that  it  waa  on  tiie5tb  (ir6th  of  February  that  the  committee 
appeared  at  tbe  general  superintriideiit  a  office  mid  asked  him  if  he  wonld  not  permit 
them  to  discuaa  the  dismissal  of  theuihelvee,  and  of  4  or  r>  or  S  others,  and  lie  stated 
that  be  did  not  want  to  have  anything  to  do  wiUi  it— thin  is  what  1  bey  told  me — that 
be  would  not  discuas  any  proposilion  with  them;  that  he  had  discharged  them,  and 
that  stood.  The  chairman  of  the  committee  made  the  remark  to  him:  "We  will 
strike  at  yonr  freight  service,"  meaning  that  they  would  strike,  or  that  they  would 
try  to  establish  a  boycott  on  the  Phila<lclphia  iind  Reading.  That  lia<l  no  elfect  on 
him  whatever.  He  simidy  refused  to  do  any  buainuas  with  them  and  refused  to  dla- 
cuss  the  proposition  with  this  committee. 

Q,  (By  Senator  Kylk.)  And  yet,  he  keeps  in  bts  employ  how  nmuy  members  of 
organized  labor,  in  your  jiidi;mentf--A,  Do  you  want  to  got  them  all  ilisciiargedl 

Senator  Kvlr.  No.  YundDUcit  needtoetatetbeir  names,  but  in  ronnd  numbers. — 
A.  I  might  say  that  we  have  at  Ihe  present  time  a  verv  couaen'utive  estimate— about 
200  men  employed  on  the  Philadelphia  and  Reading  Railroad,  members  of  the  Brother- 
hood of  Railroad  Trainmen. 

Q.  {Ity  Rp preventative  Otjkn.)  About  how  many  employees  are  there  on  the  Penn- 
sylvania and  Rfadingt— A.  I  have  no  way  of  knowiug,  but  I  should  judge  upward 
of  about  3,500  »  ho  iire  eligible  to  our  orgariiy.atien. 

Q.  (By  Mr.  Kesnkry.)  Are  the  engineers  on  tbatsyHTem  members  of  the  llrother- 
hood  of  Locomotive  Engineers  1 — A.  1  know  some  of  tlieiii  are. 

q.  Are  the  firemen  members  of  the  Brotberhood  of  Firoiuanl— A.  Some  of  them, 

Q.  Some  conductors  belong  to  the  Conductors' Brotherhood! — A.  Yes. 

(J.  Do  von  know  whether  the  company  is  aware  of  that  factt— A.  Well,  I  do  not 
think  it  is.  I  do  not  think  the  officers  know  that  the  men  belong  to  the  respective 
organisations. 

Q.  (By  Senator  Ktlr.)  There  are  200,  yon  think,  in  your  Brotherhood  of  Train- 
men tnat  are  still  eniployeil  by  youi  company ;  IS  men  have  been  discharged,  and  8 
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of  them  yon  HupjioBe  were  diaohArged  liecauae  of  their  connection  trith  yoai  otderl — 

Q.  Teu  of  them,  upon  Btatementa  of  tho  man  themselveB,  were  discharged  because 
they  were  menibera  of  the  order? — A.  Yea. 

Q.  la  it  posaible  that  these  10  men  spoken  of  last  could  have  beeo  mistaken  as 
to  the  oantie  of  their  diiimissalt— A.  No;  I  do  not  think  they  could  be  mistaken,  for 
the  reason  that  these  men  had  been  io  the  service  from  3  to  9  years  in  the  capacity 
of  brakemen  and  couductois,  and  their  work  was  always  of  the  very  highest  char- 
Bcterj  they  hod  caused  very  little  damaee  to  property;  they  were  always  there 
when  called  upon  to  go  out  in  any  and  all  kinds  of  weather,  and  at  any  timednring 
the  day  or  night.  Usually  those  are  the  kind  of  men  railroad  corporatious  are  look- 
ing for,  and  they  would  much  rather  keep  a  man  of  that  hind  in  their  employ  than 
to  take  an  ineiLperienced  man.  There  mnst  have  heea  some  cause  fur  discharging 
these  men,  and  if  it  was  for  neglect  of  duty,  or  destruction  of  propnrty,  the  offloers 
would  not  hesitate  to  say  so.  Inasmuch  as  they  refused  to  give  them  any  consid- 
eration whatever  other  than  to  say,  "  We  do  not  want  ycin  in  uur  service,"  it  is  very 
good  evidence  that  there  is  some  hidden  motive,  which  they  were  al^oid  to  make 
known. 

Q.  (By  Mr.  Ratcuford.)  Wore  those  men  that  you  speak  of  all  discharged  at 
about  the  same  time,  or  were  they  discharged  singly,  one  by  onet — A.  They  were 
all  disi^harged  within  a  few  days  of  each  other.  Probably  10  days  would  cover  the 
time  at  (he  very  furthest. 

Q.  Ten  days  would  cover  the  discharge  of  the  IB  members,  would  itf — A.  Yes.  I 
might  state  that  acme  men  have  been  discharged  that  we  have  no  record  of.  There 
is  Will iam sport,  and  there  have  been  quite  a  number  of  men  discharged  in  Newbary- 
port  who  have  gone  away  and  found  employment  somewhere  else. 

Q.  Were  those  men  members  of  your  organization  t — A.  Yea. 

Q.  Have  you  any  knowledge  of  any  discharges  in  which  the  discharged  employee 
wan  not  a  member  of  your  organization  f— A.  Not  a  single  one.  We  have  taken  par- 
ticular paiua  to  ascertain  whether  any  mun  that  was  not  a  member  of  the  orKaniza- 
tiou  was  discharged  in  the  same  mysterious  manner  that  these  men  were  discharged, 

Q.  (By  Mr.  Kbnnkuv.)  Is  it  cuatoiimry  j'u  the  railway  service  in  giving  dis- 
missals, with  the  immediate  cause  of  necessary  rodnetions  in  the  force,  to  give  letters 
of  recommendation  that  will  enable  them  to  get  service  on  another  lineT— A.  Gener- 
ally speaking,  that  is  the  rule. 

Q.  Will  a  superintendent  who  has  to  discbarge  a  man  because  of  a  necessary 
redaction  in  the  force,  that  man  being  satisfactory  iu  every  way,  refuse  to  give  him 
such  a  letter  if  he  asks  for  it! — A.  No;  he  will  not  refhse  to  give  a  letter.  As  a 
general  proposition,  the  superintendeut  of  bis  own  accord  sends  a  letter  to  the  em- 
ployee at  the  time  the  reduction  ia  madi!,  notifying  him  that  on  account  of  daprea- 
sion  in  business  his  service  will  not  be  any  longer  required. 

Q.  Now,  you  say  some  of  these  men  who  have  been  discharged  have  such  letters 
in  their  possession.  Did  they  procure  those  letters  prior  to  their  discharge  or  since! — 
A.  1  believe  some  of  them  secured  those  letters  prior  to  their  dismissal,  and  some 
received  them  after  their  dismissal. 

Q.  (By  Senator  Kyle.)  Now,  I  want  to  ask  you  another  question.  You  say  the 
Pennsylvania  system  recognizes  your  order  and  treats  with  you  as  an  orderl — A. 
Yes;  there  oan  not  be  any  question  about  that.  They  have  been  very  geueroos  to 
oar  organization. 

Q.  So  you  bavebeen  in  tbehabitof  meeting  thesuperintendents  and  managers,  have 
you,  on  business  matters  relating  to  your  employees! — A.  Our  organization  has 
quite  frer|uently  met  with  the  general  manager  of  the  Pennsylvania  Kail  road. 

Q.  Upon  complaints  of  yourmenf — A.  That  is,  on  grievance  matters  that  emanate 
f^om  the  employees. 

Q.  And  they  have  never  refused  to  treat  with  yonl— A.  No;  we  have  never  found 
the  disposition  of  the  officials  of  the  Pennsylvania  to  antagonize  our  organization. 

Q.  And  when  men  are  dlecharKed  from  the  Pennsylvania  Company,  and  you  think 
nn,juBtly,  they  will  meet  you  and  tell  you  why  the  men  were  discharged! — A.  Yea; 
if  it  becomes  necessary  to  meet  with  ofQoers  of  our  organisation,  1  believe  the  offi- 
cers of  the  Pennsylvania  Railway  would  do  so,  but  I  might  state  as  a  Rcneral  rnle 
the  Pennsylvania  Railroad  ofQcials  settle  these  matters  with  their  men  directly. 

Q.  I  wanted  to  know  what  your  custom  was.  In  case  a  dispote  arose  between 
members  of  your  order  and  the  railway  company,  you  do  not  think  they  would 
refuse  to  treat  with  you  and  to  tell  the  reasons  why  tbey  discharged  15  or  20  men! — 
A.  We  know  they  would  not  refuse  to  meet  with  us;  at  least,  their  attitude  in  the 
past  leads  me  to  believe  they  would  not  refuse  to  meet  with  ns. 

Q.  But  yoor  organization,  then,  has  never  met  any  of  tbe  members  of  the  Read- 
ing road  to  consult  with  them  as  to  whether  they  would  recognize  organized  labor 
or  not) — A.  No;  they  have  never  given  us  au  opportunity  to  explain  the  attitude 
of  OUT  organization  to  thein,  and  I  believe  that  if  tbe  oflloials  of  the  Philatlelphia 
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and  KeadiDE  bod  e.  bettor  underaMudiDg  of  org»nii«d  labor  the;  would  not  oppoao 
it  BO  strotlKly, 

(j.  I  aakod  tliese  qiiMtiona  becaaae  I  tbink  tbeir  attitnde  Is  quite  DDD«ual,  aud  it 
occurred  to  me  to  ftstc  yon  the  questioua  to  know  whether  yon  bad  exhausted  ererr 
meanH  at  yoar  command  to  sacertain  whether  they  had  absolntely  and  flatly  TefoBed 
to  treat  with  your  organization.— A,  Well,  we  know  that  it  is  their  policy  in  dava 

Souu  liy.  and  the  same  (general  tnperintendent  ie  oonneoted  with  the  road,  aud  tue 
isminaal  of  theue  men  uud  bia  reftieal  t«  meet  with  the  oommittoe  leads  ns  to  believe 
that  it  ishia  policy. 
Q.  Waa  it  not  true  generally  with  »  great  many  priTate  indoatriea  10  or  15  yaan 


Ixed  labor  huH  become  quite  generally  recognized  throughout  the  oonntrjT — A.  Yes; 
that  has  been  our  experience.  Even  5  yeaiH  ago  the  Brotherhood  of  Bailway  Train- 
men did  not  stand  as  high  with  the  railway  managera  as  it  does  at  the  present  time, 
because  they  misunderstood  the  objects  of  the  organization  and  its  intentions,  but 
after  thej  have  become  familiar  with  its  manner  of  working  they  know  that  the 
organization  is  conservative;  it  couuseta  its  membera  to  be  conservative  and  take 
into  consideration  all  things  that  indirectly  interest  tbe  railroad  propertiei 

might  Bay,  aa  the  beat  evil"  "' ....        :•  •        .       • 

country  aome  years  ago,  i  .  „  . 

organizatiou   auhmitted  to   redaction   after  reduction   in  wages  for  stated   tim 
until  husinesa  terived  aud  the  railroad  conipanleB  were  in  a  position  to  resume  pay- 
ing their  regular  rates.    There  were  no  strikes  and  uo  conflict.    During  the  depres- 
sion we  were  willing  aa  an  organization,  we  were  willing  as  employees,  to  help  the 
railroad  management  bear  tbe  burden. 

Q.  Is  it  the  fact  that  where  a  man  belongs  to  organized  labor,  is  a  member  of  a 
lodKO  lu  Rood  standing,  it  ia  a  gnaranty  that  they  are  t^etling  a  good  man  when 
tbi'y  employ  hira;  that  he  is  known  by  liis  fellows  in  his  lodge  as  beinic  worthy  of 
employment  by  the  company;  he  stands  well  aocially;  that  tie  ia  au  honest  man  f 
It  IS  sort  of  a  guaranty  that  u  man  is  a  good  moo  if  be  belongs  to  yonr  organiza- 
tion. Is  it  nut  poSHible  if  a  committee  of  3  or  4  of  your  uatiunal  organization  were 
to  go  to  the  president  iiiiil  general  manager  and  vioe-preaident  of  the  Reading  Com- 
pany you  could  settle  this  matter  withont  bringiug  it  to  the  attention  of  the  com- 
mission T— A.  Well,  if  we  thought  so  we  would  not  be  hero  to-day. 

Q.  Kxiictly;  but  you  any  you  h»ve  not  tried  it,  that  ia  all. — A.  Well,  when  their 
own  eniployees  can  not  approach  theui,  can  not  get  as  audience  with  the  general 
euperiiiteiiilent,  I  would  tike  to  know  what  hopes  an  outsider  wonid bare  of  approach- 
in;;  a  higher  officer  of  that  company. 

(j.  The  approach  is  made  by  tbe  members  of  the  national  order,  and  it  would  boa 
matter  probably  of  i^rnater  iniportanre  to  them  to  meet  the  national  mem  tiers  of  yonr 
order  than  it  wuuld  be  to  meet  3  or  4  or  5  of  the  employees. — A.  1  am  here  to  say  to 
yon,  Mr.  Chairman,  that  we  will  never  as  officers  of  an  orgnnization  approach  tlio 
Pbiloilelphia  and  Reading  officials,  because,  as  I  stated  to  you  and  read  extracts  of 
our  conatitution,  showing  you  whenever  there  [b  any  grievance  matter  or  an  employee 
feels  that  he  in  iin justly  dealt  with,  those  matters  must  be  taken  np  by  a  committee 
of  his  fellows  employed  on  the  same  division.     That  has  been  done  in  this  case. 

Q.  (By  Mr.  Katchkord.)  lint  I  undurstood  von  to  say  earlier  in  your  testimony 
that  Mr.  MorrisMey  and  one  or  more  of  yonr  predecesaora  approached  the  company  on 
another  grievauce,  and  were  refused  and  denied  an  interview t— A.  Yea;  themoejves 
and  a  committeeuf  the  employees.  I  would  like  to  say  that  a  committeeof  employees 
in  thia  case  had  taken  up  the  complaints  of  the  men  carefully;  tbe  offlciala  refuaed 
to  give  them  any  recosnitiun  or  any  cuuai deration,  and  I  do  not  believe  that  they 
would  consent  to  meet  those  who  are  entirely  out  of  their  service — not  employed  by 

Q.  (liy  Senator  Kyle.)  Did  tlieae  men  aay  they  wero  a  committee  repreeenting 
organii^eil  labor  or  the  Brotherhood  of  Kaitway  TrainmenI — A.  yce,theydid;  they 
stated  they  were  members  of  the  organization,  appointed  by  the  membership  of  tbe 
Itrutberbocid  of  tbeir  respective  divisions. 

Q.  (I(y  Mr,  Kennrhv.)  Has  tbo  Reading  Railroad  Company's  opposition  to  organ- 
ized la>)or  been  so  constant  through  many  years  that  you  would  not  think  of  such  a 
thing  OS  going  to  them  in  the  iutereat  of  the  men  t  Is  that  oue  of  tbe  groands  on 
which  you  have  declined  togo  tothem.oneof  the  reoPODsf— A.  Yes;  that  is  one.  I 
might  state  if  they  were  officials  that  had  not  opposed  the  orgaDtzation  before  we 
might  do  the  same  aa  we  have  done  witli  a  great  many  other  omoials — communicate 
with  them  and  aacertain  tbeir  attitude;  bnt  we  know  the  general  snperintendent'a 
attitude  to  organizationa  ho  well  (hut  we  believe  that  it  was  not  necessary  to  oom- 
mnnicBt»  with  him  or  any  of  th*  other  officials. 

Q.  (By  Representative  Otjes.)  Did  I  nnderstandyon  to  say  that  when  there  were 
complaints  of  any  of  your  members,  in  order  to  have  those  complaints  heard  they 
must  first  secure  the  ludoreement  of  ono-balf  the  membeTship  ou  their  division  t^A. 
Yes;  that  is  correct. 
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Q.  And  tbi>n  it  got^x  to  th«  lodge,  dooH  it  not  T—  A.  Yee. 

Q.  Aitd  baa  to  be  approviid  by  oDe-half  the  members  of  the  lodgef — A.  Yes. 

Q.  And  than  it  gof s  to  tlie  geueral  offloers  of  the  tuBociatioD ;  Is  that  catrectt — A. 
No;  it  goes  to  the  commlttei;  repreaenting  tlie  employees  ou  that  division. 

Q.  TSitt  is  a  committee  of  the  memberBhipt — A.  A  ooinmittee  of  tbe  memberahip 
employed  oii  that  diviBtoD. 

(J.  What  IB  the  duty  i>f  that  commit tou  regardiug  that  tbeiif— A.  The  committee 
are  given  absolute  power  to  malie  a  settlemeot.  The;  meet  with  the  officials  to 
explain  the  matter  of  working.  If  the  committee  finds  that  there  has  been  on 
UDJiist  grievauce  plaoed  in  their  haads,  they  have  the  power  not  to  go  any  fnrther 
in  the  investigating,  or,  in  other  words,  to  refer  it  bark — make  a  report  as  to  tbeir 
ilndlng. 

Q.  Bnt  if  they  find  that  the  complaint  is  well  founded,  what  theo  t-A.  Then  they 
proceed  to  adjust  it,  meeting  with  thu  iiroper  officens  of  the  railroad. 

Q.  In  this  case  was  any  grit  van  ee  prisunted  to  a  majority  of  the  membership  of 
thedivisionf — A.  At  Philadelphia,  yen. 

(j.  AtPhiladelphiaf— A.  Yes;  there  was  at  Philadelphia.  At  Shainokin  there  was 
not,  because  I  advised  tliein  not  to.  A  committee  was  appointed  and  the  matter  waa 
taken  up  with  the  general  superintendent. 

Q.  Welt,  at  Pbiladelnhia  did  thu  grievance  receive  the  DK^iorit.v  of  the  employees 
of  the  district— have  the  approval  of  the  lodge  and  then  go  to  this  ctimmitt-ee  that 
you  speak  off — A.  Yes ;  it  got  as  fuT  oa  tbe  coniiiijttee. 

Q.  And  this  committee,  did  thuy  atttimpt  to  present  the  grievance  to  the  railway 
ofScialiT— A.  Yes.  ^ 

Q.  And  were  refused?— A.  Yes;  tbey  were  lefased. 

Q.  (By  Representative  Bf.ll.)  That  was  tbe  official  committee  I— A.  Yes;  repre- 
senting tbe  Brotherhood— tbe  Brotherhood  men  eniploysd  on  that  division. 

Q.  It  was  not  coiupotied  of  the  men  that  were  discharged  stall,  but  just  your  ot!i- 
oial  conimitteu— standing  commilteef — A.  No;  tbey  wure  not  dischargi-d. 

y.  (IJy  KepresetnativeOrjKN.)  They  were  not  discharged  i— A.  But  they  were  dis- 
charged Ibe  next  day. 

(J.   Howmauyf— A.  Three. 

Q.  Are  tbeystilloutof  theserviccof  the  oompanyf— A.  Yes;  I  have  no  knowledge 
of  their  going  back.  1  might  state  that  one  of  them  was  not  discharged;  hecesigned, 
knowing  that  be  would  be  discharged,  or  feeling  that  he  nonld  be  discharged. 

<J.  (By  Mr.  Kkn'kkoy.)  After  the  other  two  had  been  discharged f —-A,  Before  the 
other  two  had  been  diecliarged  heresigiio<i, 

tj.  (BySenatorKvLE.)  AniUhe8Btlire>'inemberB  of  the  committee  were  discharged, 
you  think,  beoanse  tbey  took  np  tbe  cast'  of  these  discharged  men  and  attempted  to 
prcBsnl  tbe  matter  before  tbe  officials  of  tbcrailroadi— A.  Yes;  that  is  my  opinion, 
and  the  opinion  of  all  tbe  railroad  men  in  and  around  Philadelphin. 

Q.  (By  Representative  Otjen.)  Then,  us  a  matter  of  fact,  your  organir.ation  did 
present  this  grievance,  oi  did  attempt  to  present  this  grievance,  to  tlie  railroad  offi- 
cials olfioially?— A.  Kot  officially,  that  is,  so  faros  the  general  ofQcers  of  the  organ- 
ization are  concerned.  Locally  they  complied  with  the  laws  of  the  organization 
and  presented  it. 

Q.  Is  not  this  committee  part  of  the  organi^ition — part  of  your  official  oivanlzo- 
tiout — A.  Yes;  but  I  do  not  want  to  confuse  the  local  committee  with  Che  ofUcers  of 
our  oreani  nation. 

3.  That  is,  what  yon  moan  to  say  is,  that  the  grievance  was  not  presented  to  tbe 
rooil  bv  tlie  gcuaral  officers  of  the  organization T — A.  \o;  it  was  not. 
Q.  (By  Hep  re  tentative  Livinqhton.)  Was  tbe  committee  authorized  to  do  it  by 
the  general  offlcersl— A.  No. 

Q.  Then  it  was  not  ofilcialf — A.  Yes,  it  was.     It  was  officially  ai)thuri/ed  by  tbeir 

Q.  (By  Mr.  Batcuford.  )  Tbey  were  authorized  to  do  it  under  your  laws — nnder 
your  rules  t — A.  Yes. 

Q.  (By  Mr.  Kknnrdy.)  Is  there  any  organization  known  as  tbe  Knights  of  Labor 
along  yonr  line— organisation  of  railroad  employees  f— A.  I  do  not  know  of  a  single 
railroail  mail  thu  t  t^longsto  thi>  Knights  of  ijiibor  todayon  any  railroad  inAmerioft. 

(j.  There  is  no  conQict,  then,  between  the  worklngnien  lielongiug  to  oue  organiza- 
tion and  the  otheron  this  system  t— A.  No;  sofarasour  relations  with  organizations 
on  tbe  Philadelphia  and  Reading  Railroad  are  concerned,  they  are  of  tbe  very 
pleasantest  kind 

<j.  (ByMr.  Ratchfoud.)  Asyouwisb  tosulistant  inteyoiir  claims  in  your  testimouy, 
it  might  be  taken  from  your  testimony,  I  take  it,  that  you  have  not  presented  direct 
proof  uf  your  clnini.  Tbeniuet  direct  lestimony  might  Ue  summed  up  iu  this  way: 
That  it  is  the  supposition,  because  of  tbe  general  hostility  of  the  railroud  oompanr 
toward  yonr  orgaoixation  in  the  first  place,  and  in  the  second  place  Im-l  ause  the  lUNi 
who  have  beeu  discharged  have  asked  for  tbe  causes  as  to  why  their  services  were 
dumiwed,  and  the  company  has  refused  to  give  such  oauies.    now,  upon  those  two 
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groiiniJij  it  is  the  claim  of  yonr  orgnnization  that  unch  men  were  diachatgeil  beoaaBe 
of  their  aonueotioti  with  a  trade  anion ;  ia  that  curtectt — A.  Yes. 

Q.  (Ity  Kepreseutative  Brll.)  Yoar  BtatementH  awhile  ago  all  show  that  every 
man  iiiHcliargetl  belonged  to  the  oTganizatiou  olsot — A.  Yea;  every  maa  that  hae 
been  iliHiiiiKgHcl  haa  been  a  inember  of  our  organ  ization. 

Q.  Now,  then,  who  have  their  placea  been  filled  by,  anion  or  Douunion  men,  a«' 
far  as  yon  knowT— A.  They  have  breu  filled,  so  far  aa  I  know,  by  nonuoiou  men; 
men  who  do  not  belong  to  the  uTgutiixation,  and  I  know  of  it  personally  and  had  them 
pointi'it  oQt  to  me  at  t^hanokin,  men  who  had  taken  the  placee  of  some  of  these 
ni«ii  who  have  been  dismissed— men  that  have  not  been  in  the  railway  service  1 
year;  and  from  their  general  appearance  I  would  judge  they  were  not  experienced 

Q.  There  is  no  probabitity  that  any  of  these  railroad  men  were  discharged  becanao 
bnainesB  had  fallen  ofl'  or  anything  of  that  kind  I — A.  No. 

Q.  Haa  there  been  a  man  engaged  to  take  the  place  of  every  man  who  was  dis- 
eharjEed,  no  far  as  you  knowT— A.  Yea.  I  might  aay,  Mr.  Chairman,  as  to  the  qnea- 
lion  thai  you  a-sked  me  awhile  ago,  if  there  were  any  other  railroads  that  refused  to 
meet  and  treat  with  onr  orf:anization,  it  haa  come  to  my  mind  that  there  was  a,  gen- 
eral iiian.i};er  who  refnseil  to  meet  with  uiir  urganiiuitioQ  on  the  Pennsylvania  linaa 
west  of  Pittsburg— that  ia,  with  the  oHIcerB  of  our  organization.  But  it  ia  not  the 
policy  of  the  Pennsylvania  Railroad  to  refuse  men  a  hearingi  That  same  general 
niiiDagcr  who  refused  to  meet  the  representatives  of  the  organization  spent  several 
weeks  in  conferences  with  hia  men  rel.itive  to  pay  and  rules  to  govern  men  in  their 
employmeDt;  and  I  believe  Mr.  McCtea,  who  ia  the  vice-president  of  the  lines  west 
of  Pittsburg,  has  on  several  oocasioua,  while  general  manager,  met  with  the  repre- 
„_„i..ti — =  „<■  n,„„„  „..,-..;,-+; — .  „...!  *-»„.. n»=,]  business  With  them. 

Mr.  HusBHaR,  counsel  for  the  Philaitelphia  and  Reading  Railway  Company,  states 
that  the  commission  lias  given  this  company  fnit  opportunity  to  be  h^rd  by  wit- 
neesea  on  its  beball  on  the  qneetioiia  raised  by  the  testimony  (fiven  before  the  com- 
mission at  its  at!8RJonH  by  the  menibera  of  the  llrotlierhooa  of  Railroad  Trainmen, 
but  that  the  company  lias  no  testimony  to  offer  on  the  sut^eot  at  tbia  time. 

Chab.  Hbebnsk. 

UxucH  'J,  1900. 
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(1/  the  Maaeachutelia  >S'(a(e  Hoard  <if  Hailroad  ComniiiiUyneri. 

The  Commission  met  at  10.52  a.  m.,  Vice-ChairmaB  Phillipa  preaiding.  At  that 
time  Mr.  James  t\  Jiickaon  appeared  as  a  witness,  and  being  duly  awum,  tentifled 
aa  folio WK : 

Q.  (Ity  Mr.  KlPLEV.)  Will  yon  state  your  address,  occupation,  and  other  details 
respecting  yonr  business,  pleasel — A.  My  name  is  James  F.  Jackson ;  my  busiueta 
addn.'»siB20  Itoacon  Ktrcut,  Boston,  at  the  offlce  of  the  State  Hoard  of  liailroad  Com- 
missioners. I  have  a  private  oiBce  in  Fall  River,  whitre  I  reside.  My  private  bnai- 
nebsiK  that  of  n  lawyer,  member  of  the  Arm  of  Jackson,  Slade  •&  Borden. 

(j.  Yon  may  proceed  with  ageueral  Htutement  respecting  the  coat  and  the  develop- 
ment of  the  work  of  tbe  Massachusetts  Kailroad  Co  mm  i  as  ion.— A.  The  commission 
wna  founded  in  1W9.  Its  duties  Lave  been  increased  from  time  to  time.  To-day  it 
has  a  general  supervision  over  all  the  railroads  and  the  street  railways  within  the 
I^tute.  1  know  it  is  sumetinies  said  that  the  authority  of  our  comuiissiou  ia  purely 
one  of  an  advisory  nature.  It  is,  in  a  large  degree,  and  yet  theru  are  two  or  three 
iiiiportaot  features  of  our  work  wherein  wo  are  given  mandatory  power.  Take,  for 
example,  qneittions  that  relate  to  public  safety.  In  many  iustsncfa  wo  have  abso- 
lute contri'l,  as  in  grailu  croaaiuga  of  railroads  and  highways,  railroads  and  railroads, 
and  railroads  and  street  railways.  If  we  think  there  is  public  need  for  a  grade 
crossing,  we  grant  it.  If  we  do  not  think  there  ia  such  public  need,  we  refuse  it; 
and  that  settles  the  questiim. 

Tal^e  agaiu  the  matter  of  aafegnarda,  both  from  the  standpoint  of  the  employees 
and  of  the  traveling  publiii.  Very  many  matters  oome  before  our  board  for  approval 
whiTe  the  question  is  aa  to  the  construction  of  some  safety  appliance,  platlorm  gates, 
iuti'rlORking  or  other  signal  8yst«ma,  protections  of  one  kind  and  another.  There 
aguiii  our  power  is  one  of  approval,  and  the  road  is  obliged  to  accept  onr  Judgment 
as  final. 


approval  a  I 
alBO.     So  tl 
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Then,  a  very  important  branch  of  our  work  is  that  which  relates  to  tbe  issnes  of 
stooke  and  bontls,  or,  in  other  words,  which  has  to  do  with  tha  tiDanoial  stroDglh  of 
railioads  and  railwavs— at  any  rate,  as  far  as  Che  public  is  concemuil,  and  perhaps 
they  are  concerned  altof^ether.  I  tJiink  they  are.  Ever;  issno  of  stock,  the  origioal 
'  all  increaHes  in  the  way  of  additional  issues,  are  made  only  apon  the 
it'  tbe  hoard  after  an  inrestigatiot).  That  is  trne  io  connection  witti  bonds, 
So  that  there  are  two  important  features  of  oar  work  where  our  power  is  more 
man  merely  recommendatory. 

Then  there  is  the  work  which  is  purely  recommendatory  nud  advisory.  This  [b  in 
connection  with  matters  that  affect  directly  the  revenues — questions  of  rates,  pas 
seuger  rates,  freight  rates.  There  we  investigate  in  all  instances,  and  after  foriuhi;; 
onr  oonclusioiiH  we  make  a  report.  The  companies  are  not  hound  by  law  to  follow 
the  recom men d:<t ions  contained  in  that  report  or  to  heed  our  opinions.  It  is  a  qaes- 
tiuu  whether  they  will  or  not.  As  a  matter  of  fact,  during  the  history  of  the  board 
1  think  I  um  safe  in  saying  that  it  has  only  been  in  entceptional  instances  thai  either 
the  public  on  the  one  side  or  the  railroad  corporation  or  street-railway  corporation  ' 
ou  ttie  other  lias  disregarded  the  views  of  the  board  or  its  recowmendations.  Per- 
haps 1  oaght  to  limit  that  to  recommendations,  bocanse  there  are  matters,  an  you 
will  appreciate,  Mr.  Chairman,  where  a  hoard  may  desire  to  look  into  a  matter  and 
to  snggest  something  that  is  not,  in  the  opinion  of  the  members  of  the  hoard,  nec«B- 
sary  to  immediately-carTy  out — something  it  is  looking  forward  to.  Kor  example, 
whether  it  is  better  to  have  certain  colors  to  indicate  safety  and  peril  and  caution. 
We  have  maile  in  the  past  a  recommendation  upon  that  point,  but  it  was  made  iu 
terms  understood  to  be  simply  a  suggestion,  and  some  of  the  railroads  have  adoiitcd 
it  and  some  have  not.  It  followed  a  test.  It  was  an  interesting  point,  but  the  pnr- 
poBu  of  the  commission  was  distinctly  not  to  say  to  the  railroads  in  that  case,  ''  It  is 
necessary  for  yon  to  think  as  we  do  about  it." 

Now,  on  part  of  the  railroads,  I  hardly  know  of  an  instance  where  a  rocommunda- 
tluii  of  the  board  that  they  do  one  thiu);  or  another  hiiH  been  disregarded.  On  the 
part  of  the  public,  in  a  few  instances,  there  has  been  some  appeal  to  tbe  legislatdte 
and  some  legislation.  There  are  very  few  mstauees,  and  1  think  it  is  only  fair  to 
say  that  tbe  railroads  have  not  been  deferentiid  to  our  views  merely  because  our 
views  are  their  views.  Take,  for  instance,  the  last  year  and  a  half,  which  is 
the  extent  of  my  personal  acquaintance  with  these  matters.  We  have  passed  on 
questions  of  rate,  questions  involving  the  removal  of  stations,  the  buildine  of  new 
stiitions,  change  in  train  service,  ami  a  variety  of  other  matters  overriiliug  tbe 
contention  of  the  railroad,  and  in  every  case  they  have  confornied  to  our  recom- 
mendations. In  our  last  annual  report,  after  investigating  the  question  of  passen- 
ger rates,  we  recommended  the  introduction  of  tbe  500-mile  mileage  book  at  2  cents 
a  mile,  and  the  railroads  have  adopted  it.  This  was  proved  to  bo  u  reduction  in 
revenue,  these  books  taking  the  place  of  sales  of  single  tickets,  I  think  it  is  a  fa<'t 
that  the  railroads  feel  thEit  a  board  madi'  npasoursis,  three  members,  one  aoquaiut«d 
by  actual  experience  with  the  needs  and  conditions  of  the  business  community, 
faniiliarwithallqueslionstbat  affect  trade  and  commercial  interests;  a  second  mem- 
ber familiar  by  experience  with  railroad  constmction  and  railroad  operation;  and  a 
tliird  member  of  sufficient  legal  ability  to  take  care  of  tlio  legal  questions — the  rait- 
roails  feel  that  this  boaril,  made  up  in  that  way,  has  proved  to  be  thus  far  a  valuable 
aid  rather  than  hindrance  in  their  work.  It  may  be  dangerous  for  me  to  say  what 
the  railroads  tbiok  of  ns.  1  do  not  want  to  carry  that  ideii  too  far,  bat  as  far  as  the 
following  out  of  recommendations  is  concerned,  they  have  oertainly  done  it.  Mat- 
ters lire  referred  to  us  continually  by  the  legialuture.  An  instauce  of  tliat  sort  was 
the  iuvestigatioii  as  to  the  safety  of  the  nse  of  vestibules  ou  street  cars.  We  were 
asked  by  tbe  legislature  a  year  ago  last  winter  to  investigate  that.  We  did  so,  and 
made  a  report. 

Q.  (By  Mr.  LlTCiiHjut.)  Will  yon  give  Jnst  a  brief  outline  as  to  the  natureof  that 
reportf — A.  I'ho  statnte  itself  took  in  hand  a  part  of  tlic  subject.  The  statute  made 
it  mandatory  upon  all  street  railways  outside  of  Boston  to  have  vestibules  on  tbe 
cars  during  certain  winter  mouthn  for  t  ho  protection  of  the  motonneli  and  coudnet- 
ors.  There  was  a  very  serious  roiitentioii  on  tbe  part  of  the  Hoston  Klevated  Rail- 
way Company,  wtdch  controls  all  the  street  railway  trathc  of  Boston,  that  veetibnleB 
were  dangerous  in  some  of  tbe  narrow  streets  of  Boston  where  the  people  were  con- 
tinually crossing,  and  making  transportation  somflthiag  that  must  be  guardetl  l>y 
tlie  utmost  rare.  Tbe  rallwiiy  company  claimed  that  uie  addition  of  the  veatibiili- 
shut  off  }ho  view  and  interfered  with  sounds  to  sncb  on  extent  Ibat  motormen  could 
not  bring  their  cars  to  a  stop  with  the  promptuess  that  they  could  if  they  were 
upon  an  open  platform.  The  legislature  referred  to  us  one  question.  That  was. 
whether  it  was  consistent  with  safety  that  the  company  use  vestibules.  We  had 
several  public  hearings,  and  made  inquiries  all  over  tbe  Uniteil  states  and  Canada, 
and,  asaresnlt,  wo  felt  they  could  be  used  with  safety  under  proper  ironditions.  As 
a  resalt,  the  Uoston  Kailway  Cumpany  must  equip  ita  cars  within  a  certaii)  nniuber 
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of  yeftTS  vltb  Teetibules,  but  in  order  that  tbere  might  bo  no  serioas  injai?  done  ire 
luaile  it  eiperimeatal.  bf  interpretiDK  the  Btatute,  as  we  thoaght  we  misht  under 
tbe  circnmatancee.  They  are  Ui  te»t  Ibe  vextibale  in  the  moat  di£Boalt  pboea  first, 
no  that  if  we  are  wrong  in  oar  opinion  we  may  rocall  oni  recomtaendation.  We  feel 
vury  positive  about  the  matter,  but  at  the  aiune  time  believe  the  qnestion  of  pablio 
onfety  of  tbe  ^eatcnt  importance. 

Q.  (ByMr.  Fariiuhar.)  What  is  this  contemplated -vestibnle,  a  closed  veetibnie 
or  a  half  vestihntBf — A.  The  closed.  It  has  doors  which  are  to  be  opened  at  certaiD 
timeB.  Tbe  ilesign  baa  not  yet  been  perfented,  but  the  idea  is  to  bave  them  aa  largely 
US  poHnible  of  gloss,  ho  that  the  sight  will  be  obstrncted  but  very  little.  Thennjiain 
Ibey  nre  to  biiso  arranged  that  these  glans  windows  will  dropdown  and  tbe  motorijiaii 
I'lin  see  out  if  he  wants  to.     We  feel  that  tbe  vestibule  is  safe  in  Boston. 

T  instance  of  a  special  report  was  that  apoD  tbe  contribution  of  street  rail- 


way coijiiianies  to  the  abolition  of  crade  crossings.  In  onr  State  there  has  been 
unilertaken  aveTyimportaDtworkofabolishing  grade  crossingH,  and  uuderastatate 
paDseii  in  1890  tbe  State  contribates  a  certain  proportion,  the  railroads  a  certain 


proportion,  and  the  i-ity  or  town  a  certain  proportion  to  the  expense.  The  State 
atid  city  or  town  is  limited  to  .15  per  cent  of  tbe  cost,  and  the  railioad  bears 
tlie  other  65  per  cent.  It  bos  often  bei^n  contended  that  street  railways  ought  to 
liear  a  part  of  the  expense.  We  niailu  a  special  ioveetigation  into  that  matter,  and 
reported  that  in  our  judgment  it  was  fair  that  they  sboald.  The  legislature  Is  at 
work  now  on  a  bill. 

Q.  ilty  Mr.  LiTCHMAN.)  That  is  where  the  street  raUway  and  tbe  railroad  crosses, 
is  it  uoCT — A.  Ves.  It  is  where  there  is  a  grade  crossing  of  tbe  highwHy  and  rail- 
road and  the  street  railway,  either  has  a  looatiun  or  is  to  get  one  immediately. 

^.  (Ity  Mr.  RlPt.RY.)  You  may  speak,  it'  yon  please,  of  the  policy  of  tbe  board  in 
respect  to  oapitalixation. — A.  It  is  tine  of  restriction,  on  the  theory  tliat  it  is  right 
Unit  tbe  people  who  furnish  the  income  to  the  stockholders  in  the  wa,v  of  riitessboiild 

Pay  it  only  upon  actual  expenditure— the  actual  cost,  fair  coat,  of  these  eoterprises. 
'nder  the  laws  which  were  passed  recently  {some  of  the  most  itu]>ortaot  of  theni  in 
1S!I4)  we  look  into  the  issue  of  capital  stock  and  of  bouds.  Kirst,  the  statute 
ilesorilii^  tbe  purposes  fa  a  general  nay,  for  which  stock  and  bonds  may  be  issued. 
Then  till'  board  has  to  decide  whether  the  particular  purposes  of  the  company  fairly 
fallwithiu  the  general  pnrposesasdescriliod  within  the  statute.  Secondly,  wenaveto 
decide  the  amonnt  which  is  fairly  required  for  that  purpose.  If  a  street  railway 
desires  to  eqnip  ite  road  we  have  some  skilled  expert  inform  us  as  far  aa  wo  are  nut 
informed  of  tbe<^ost.  Tbey  may  issue  stock  for  this  to  the  amount  which  we  decide  is 
requisite.  If  they  are  to  build  a  road,  we  have  an  expert  engineer  examine  into  the 
cost  of  the  construction,  and  we  allow  them  to  issue  stock  to  the  ext«nt  that  is  nec- 
esaary  to  pay  that  cost.  They  may  have  to  buy  real  estate  for  one  or  another  essen- 
tial purpose.  There  again  we  determine  the  actual  fair  value  to  be  paid  for  that 
ruiil  estate. 

(j.  Do  yon  have  any  authority  to  examine  the  hooks  of  tbe  company — any  powers 
ri-spectingaudltingf — A.  Oh,  yes;  the  books  of  all  railroad  comi)»nies  and  railway 
companies  are  open  to  our  inspection  at  any  time.  They  make  annual  reports  to  the 
lionnl,  and  those  reports  are  presented  to  an  ex]>ert  accountant  who  is  in  oar  employ, 
who  compiles  the  tfgures  and  makes  oat  tbe  tallies, 

<j.  (I)y  Mr.  FARqt.'iiAi:. )  How  many  dilTerent  companies  operate-  surface  roads  in 
Dostonf — A,  There  need  to  be  a  great  many  companies,  but  uow  they  are  all  in  one 
company,  the  Boston  Elevated  Railway  Company.  It  leased  these  several  companies. 
The  Boston  Elevated  bos  nearly  completed  a  new  enterprise  in  tbe  way  of  an  over- 
bead  railroad— elevated  railroad.  It  has  leased  the  entire  West  End  system,  and  is 
operating  it  to-day. 

(j.  Ars  there  ari,v  separate  snborban  eomp.itiles  that  make  Boston  their  terminal 
which  are  ownetl  independent  of  this  elevated  oompanyl— A.  There  is  thr  Lynn 
and  Boston  street  Kiiitway  tliat  runs  into  Boston  uiion  the  tracks  of  this  West  End 
system,  Boston  Elevated,  Lessee,     Aside  frum  that  1  think  of  no  other. 

y.  (By  Mr.  LiTCiiMAN.)  Don't  the  Newton  oars  run  to  Boston f— No;  their  system 
touches,  but  does  not  enter  on  the  Boston  Elevated, 

y.  There  are  no  oars  running  from  Boston  to  Newton  t^A.  Oh,  yes ;  but  the  rail- 
road company — Boston  Elevated — operates  such  cars  as  come  in  over  its  own  system 
as  it  dues  its  own  cars. 

(j.  Tbe  Lynn  and  Boston  secnres  the  nse  of  the  Elevated  outside  Charlestown,  or 
do  they  use  both  t— A,  Thei'  simply  run  into  the  enbway,  into  the  city,  over  the  Boston 
Elevated  system  through  Charlestown. 

(j.  I  would  ask  whether  they  use  the  elevated  track  or  the  surface  track,— A. 
Tliey  use  the  surface  truck. 

Q.  Might  it  not  bo  well  either  here  or  some  point  in  the  testimony  to  give  a  brief 
rfsami'  of  the  problems  solved  or  attempted  lo  be  solved  by  tbe  combination  sub- 
way, street  traffic,  and  elevated  traOlo  of  the  Boston  £levated  Bailroadl—A,    1 1 
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would  be  TOTj-  f^lod  to  fiiratah  nDftbiiiK  I  could  uf  value,  bnt  that  belonga  to  biatniy 
which  antedates  luy  time,  and  1  could  not  now  aaj'  to  what  extent  I  could  rumish 
the  information. 

(J.  I  will  ask  one  or  two  itneetioDi,  and  then  it  may  develop  wliat  I  have  in  juiud. 
How  many  dUtinct  Bystems  of  street-railway  trafiio  have  yoa  in  Boston  f — A.  Yon 
mean  by  system  methods  of  operatioat 

y.  Yee, — A.  There  is  only  one  to-day;  two,  if  yon  count  the  Mubway — subway  and 
surface — and  there  will  bo  the  elevated  very  soon. 

Q.  Within  a  few  weeksT — A.  Yes,  I  presume  BO. 

Q.  The  elevated  ayatem  goes  &om  oue  Hide  of  Boston  at  on«  extreme  and  pass«e 
through  the  congested  part  of  the  city  to  the  other  end  of  tb«  city,  does  it  notT — 
A.  Ybs. 

Q.  And  the  subway  is  in  the  congested  district  iteelft — A.  Yes. 

Q.  And  the  surface  roads  are  in  both  suburban  and  congested  diatriotat— A.  Yee. 

Q.  And  yet  they  interchange  from  subway— that  ia  the  intention t— A.  The  whole 
is  iiiteudi-d  to  work  togrotber.  There  is  a  great  deal  of  interest  in  Boatnn  to-dny  in 
the  ett'orts  to  t>e  made  in  tbu  future  to  relieve  coni;eat«<l  trafHc.  There  are  dilfereot 
plana  now  before  the  lenslature.  I  noticed  in  the  paper  this  morning  that  a  new 
■ugecation  bad  been  made  by  the  prominent  offlciula  of  the  liostou  Elevated  Railway 
with  reference  to  a  uew  subway. 

Q.  Is  the  general  opinion  in  lioaton  that  the  aub^way  is  aanccees! — A.  1  think  it  is. 

Q.  Uo  you  think  from  the  rei'urda  of  the  oSIce,  Mr.  .lacksoD,  that  a  history  of  the 
transformation  of  the  trafiio  could  be  given  as  supplementary  t — A.  1  woold  be  glad 
to  look  into  it, 

Q.  (By  Mr,  ElPLKT.)  Are  stock  dividends  permitted  at  alM— A.  Stock  and  scrip 
dividends  are  prohibited  by  statute. 

Q,  How  far  do  you  exiimine  periodically  the  books  of  the  railroad  and  street  rail- 
road companies  further  than  to  re<-rive  reporter — A.  We  examine  their  annual' 
reports,  nhiih  are  made  upon  a  prescribed  eystetn,  and  then  from  time  to  timx  upon 
request  they  futnlxh  us  with  the  facts  and  Hgurea  that  ure  set  ont  in  their  books. 
We  do  not  make  peiHOual  exnminatinu  of  these  liooks  iis  an  auditor  would. 

Q.  (By  Mr.  Phillips.)  Have  you  a  right  to  do  thatf— A.  WeU,  the  statute  reads 
that  they  should  be  open  to  our  insp<'ction  at  any  time. 

Q.  (By  Mr.  Ripley.)  But  it  has  not  been  your  policy,  then,  regularly  to  andit 
those  bookaf— A,  It  has  never  been  the  prai-tice  of  the  board. 

Q.  Do  j'oii  make  any  distinction  between  bonds  and  stock  in  iixin;;  the  amount  of 
capitalization  f — A.  Tea.  There  is  a  statutory  distinction  and  there  are  distinctions 
in  practice.  That  the  bonds  must  be  not  in  excess  of  the  capital  stuck  Is  one 
reqaimmont.  Then,  although  the  statute  says  that  stock  and  bonds  may  be  iasuetl 
for  the  Durpose  of  building  a  rood,  for  example,  or  of  exten»<iDn,  or  of  eiiuipping  It, 
in  practice  we  never  issue  bonds  until  the  entorprixe  has  reached  tbe  stage  of  com- 
pletion. I  think  that  practice  has  been  adopted  within  the  last  year  and  alialf.  Tlie 
statute  requires  that  before  approving  the  iasue  of  mortgage  bonds  the  board  shall 
examine  the  assets  and  liabilities  of  the  railway  or  railruRd,  and  shall  determine  ibat 
the  value  of  the  property  for  railway  purposes  or  railroad  piirposen,  and  exclnaive 
of  any  value  for  t^anobise,  shall  bo  at  least  eqnal  to  the  amount  of  the  outstanding 
capital  an<l  indebtedness. 

Q.  In  such  a  case  as  that,  do  yon  take  account  of  the  value  of  the  torininalst  Tbe 
statement  has  been  made  several  times  before  this  commission  that  the  increase  iu 
the  value  of  many  railroad  stocks  ia  not  dnc  to  tbe  increase  in  the  value  of  the  road 
OB  a  railroad,  but  rather  to  the  value  of  the  terminals.  Do  you  make  any  auch  dis- 
tinction f — A.  We  do  not. 

Q.  Dops  your  control  extend  merely  over  corporations,  or  over  all  enterprisee 
which  have  to  do  with  transportation  whether  incorporated  or  notf — A.  It  is  lim- 
ited practically  to  tbe  incorporated  companies. 

Q.  Do  you  find  any  diaposition  in  Massachusetts  to  evade  the  control  of  the  com- 
miasion  by  organizing  in  other  wnysf  I  refer,  for  example,  to  the  Massachusetts 
electric  companies, ^A.  So  far  ns  we  know  there  has  not  been  manifested  any  disp<r- 
sition  to  do  it.  During  tbe  past  yeav  we  have  looked  into  tbe  issoea  of  stock  and 
bonds,  consolidations,  and  leases  by  companies  In  which  the  MaaaarhnaettsElectrice, 
so  called,  own  the  stock.  We  pay  no  attention  whatever  to  the  fact  that  theMaaaa- 
chnsctts  Electrics  own  the  stock.  We  deal  wholly  with  the  company,  its  standing. 
If  it  baa  a  purpose  which  is  legitimate,  and  desires  stock  and  Imnda  which  are  do 
more  than  requisite,  we  approve,  and  it  makes  no  difference  to  ns  aa  to  who  owns 
theetock.  \\  e  had  a  cose  last  year  which  we  always  felt  was  an  intcreating  case. 
It  concerned  the  Lynn  and  Boston  Railroad,  and  involved  an  issnt<  of  stock.     The 

EreTinuB  hiatorv  of  that  railroad  had  been  somewhat  unnanal.  The  MaaeacliQeette 
ileetrios  own  toe  stock. 


..  You  may  explain  the  organization  of  the  Maasaohuaetta  electric  enmpaniee 
a  tbe  first  inattuioe.— A-  Tbe  HuaocliUBatta  Eleotrica,  to  reply  apecltically  to  th^t 
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(insHliiiii,  ia  an  nnlncorporateil  itBaiMiiBtioii  ^biirh  owns  stocks  in  certain  atre<-t-rail- 
wny  (.'Ui'poriiliouB,  These  atocks  ntand  iu  tbe  namuB  of  CBrtaiu  penuiriH  aa  truAteos. 
Under  thf  agreement  iipon  which  ihia  aasouiation  ia  founded  the  tni-tfea,  who  are 
li>  in  nutrilitr,  practically  ezerciao  the  ordiDar;  dutlea  of  a  board  of  directora  of  an 
tnveatmeiit  rorjioratioli.  They  declare  ilividrinda  and  vote  the  stocka  in  the  corpo- 
rate meetings  of  tbe  aeveial  atreet-railiray  companiea.  Tbe  aaaoriation  iaaiics  pre- 
ferred and  common  a haret,  and  has  aao-called  capital  atook.  It  noulil  bo  n:itural 
that  in  tlie  payment  of  dividcnda  npOD  theae  assriciation  abarea  nn  effort  would  be 
made  toeqnallr^  things  ami  make  the  proaperoaa  uompanioa  in  irbitb  they  own  help 
out  the  weaker  cooipaiiits.  To  do  tbia  there  nii^ht  be  a  temptation  toward 
improper  maun^oiuent  in  coDiiccIion  with  a  piirtionlar  company  or  companiea  ia 
whicb  lliey  have  control ;  bat,  on  tbe  other  hand,  no  iHnnR  ot  stock  oau  bu  made  in 
any  of  thmie  companiea  n  itbont  tbe  approval  of  the  board  and  upon  proof  tbat  the 
riiilwQy  property  is  worth,  without  reference  to  ftanrliisir  value,  an  amount  equal  to 
the  outBtfiadinK  debt  and  capital  Stock.  Tbe  board  in  dBteriniiiiog''this  pays  no 
attention  whateviT  to  the  ownership  of  the  stock  or  tbe  dividi-nds  which  t)io  bmo- 
eiation  may  dealre  to  pay  to  tUo  holders  of  It.i  certiHcates.  In  other  worda,  tbe 
linanciiil  interenta  or  affnirs  of  thia  aaHOci.ition  receive  no  conaideratlon  whatever 
from  this  board. 

Q.  Illy  Mr.  Phillips.]  Does  not  tbia  company  violate  the  apirit  of  the  lawt — A. 
Well,  it  ia  contended  ao.     1  do  nut  helieve  iu  auch  oricBnizationB. 

Q.  Their  legality  ]v\k  never  been  teate<lt— A.  I  am  inclined  to  think  that  they  are 
le{(al.  It  ia  done  in  counectiuu  with  rcal-eatate  interests.  One  objection,  to  my 
mind,  ia  that  it  gives  a  false  impreaaiou  to  investora  who  are  used  todeulin;;  in  atocka 
and  honda  and  wlio,  ns  to  Manaachnaetta  railway  atocka  and  lioDdM,  have  a  common 
impri'Miiiou  that  tbey  nru  paaaed  npou  by  onr  board.  I  do  not  know  that  many  peo- 
ple ari^  deceived.  It  ia  claimril  by  the  "  Maaaaebnaett:*  Electric  Companies"  that 
nolrady  is  deceived.  Porhapa  that  ia  trne,  but,  in  my  judgment,  it  is  not  desirable 
tu  havo  thin  condition  of  lbln-£s  exlat. 

Q.  (Ity  Mr.  Litciihan.)  Wliat  ia  tbe  lefjal  reapousibility  of  tbe  manaKem  of  that 
company t — A.  'lliey  have  a  IcRfil  title  to  the  atock  and  control  the  mnna^ment  of 
tbe  atrett-railway  corporations  iu  which  they  own  by  votiUR  the  stork. 

(j.  I  mi-aD,iii  tbia  MaHHac'husettsKlectr!o(;omp;iiiy,whut  personal  or  legal reapon- 
niliility  ia  there  to  the  Ktoc-klioliterm  ot  owners  ol  i-hnrea  of  timt  companyt— A.  I  do 
not  know  exactly.  I  am  not  familiar  enough  with  their  methoda  or  their  articleaof 
itgreenient, 

Q.  <By  Mr,  Karijidiar.)  Are  tbeae  certificalea  iaaued  by  the  directorate  of  the 
Electricsf— 4.  Of  that  atleocintlon ;  I  nnderstand  ho.    Their  property  ia  held  by 


Q.  la  the  diri>ctorato  of  tbe  Electrics  thi'  trustee  of  tbe  stockf — A.  It  is  my  very 
atroug  impreasion  that  tbe  truBte*-a  hiiMi  tbe  entire  control.  They  have  the  legal 
title  to  the  atocka,  nud  they  manage  them  and  act  aa  a  ilirectornte.  Von  nee,  tbat 
organization  doea  not  come  before  ua,  and  I  have  to  give  you  what  is  r^ither  an 
impreaalun  than  any  knowledge  olHciolly. 

Q.  <li;  Mr.  Kipi.kv.)  What  is  tbe  relation  between  tiii>  iLe^regato  amount  of  these 
tmateea' certiflcatea  aud  theeapitaliEalion  of  all  tbe  companiea  which  the  vcoutrol — 
ia)tr;reaterT— A.  I  tliink  tbat  ihere  in  a  watered  couditiou— it  dill'ereuce  lietweeu 
the  orlglnn]  investmeHt  aud  tbe  present  nmouiit  of  what  they  call  their  ontatnuding 
oapilal.     Thei-o  is  sometbiug  more  than  tbe  ;ictufll  investment  value. 

Q.  la  there  considerable  luoref  Have  you  any  idea  of  tho  relative  amonntr—A. 
Ko;  1  could  not  give  you  delinil:e  infonnntion. 

Q.  Ia  there  any  dllTerence  in  principle  l>etween  this  organlxattou  of  all  the  atrcet 
railways  of  MasHiichuautla  and  the  or;;anir::ition  of  the  steel  iniliiatries  in  the  United 
Statea  ateel  corporntion,  so  far  as  yon  knowf — A.  I  do  not  think  my  opinion  on  tbat 
would  be  worth  any  thing. 

Q.  (By  Mr.  Fakquhab.)  I  would  like  to  rtsk  yon  if  you  have  any  restrictive  slat- 
uatoiy  legislation  there  on  stock  isaueH  nowt — A,  Yes. 

(j.  la  there  any  part  of  yotirslutute  that  covers  the  expression  "['ertilicatesof 
atock"  as  representing  property  so  that  the  word  "i-crtilicntes"  could  be  coverwl, 
whatever  form  stock  or  ita  equivalent  may  take  f— A,  1  think  not. 

Q,  I  am  hinting  now  towards  the  decision  in  the  Staudanl  Oil  cose  and  the  Amer- 
ican Sug]Lr  Ketluing  Company,  where  the  truateeshipa  ha<l  the  authority  to  tuke  nii 
the  stock  and  laane  certificates  of  stock,  apparently.— A.  1  am  nut  familiar  euough 
with  tbe  propoaition  that  you  have  in  mind  to  point  out  di (Terences. 

Q.  You  wonld  aeem  to  sngceat  the  possibility  of  this  Electrics  Company  being 
able  by  law  to  iHsue  rertilicati'S,  ami  tbeae  certiltcatea  are  probiibly  atock,  so  your 
atatute  in  the  State  doea  not  regulate  to  prevent  it. — A.  Ilioy  are  nut  curtilicalea  of 
alock.  Strictly  speakinp;,  the  association  has  no  stork.  The  Masaacbusctts  Klectrics 
have  no  alinres  known  to  the  lawa  which  cover  tbe  iaaniug  of  etaok  and  limit  t))9 
purpoaes  for  which  it  may  be  iaaued.  _, 
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tiont — A.  My  aiider«tAniliii)c  i^.  1 

Q.  (By  Mr.  Litchman.)  What  enforces  tbe  recoinmendutionB  of  the  railrDod  com- 
niiuloii  of  MnaaacliiiHeCCa  f— A.  Tbe  recOlnnienilittlous  are  eaforced,  I  think,  through 
the  feeling  that  tbe  niibject- matter  in  carefiill;  investJKnted  and  tW  the  attemjit  is 
Dtaile  by  SperHons,  nbo  represent  both  sides— represent  the  piililic  ou  the  oiio  side 
and  tbe  nnvato  stockholder  on  the  other— to  reach  a  just  conclnsion.  nidetl  by  the 
feeling  tbitt  nnloss  snch  an  error,  snch  a  mistake  in  connection  with  their  reoomnien- 
dationH  can  be  found  as  to  warrant  on  appeal  to  the  legielatare  to  have  it  cured,  it 
la  practically  Unal. 

y.  (By  Mi*.  Hiplby.)  Have  yon  ever  had  any  case  go  to  the  conrtst — A,  Never 
ha<l  anything  of  thnt  sort. 

Q.  (By  Mr.  Phillips.)  How  doea  this  company  pay  dirideniU  when  yon  have 
restricted  the  other  companies  not  to  pay  over  6  per  centf — A.  They  have  to  pay  oat 
of  what  they  get  from  tbe  other  conipaDiee. 

(J.  If  I  understood  jou  pro[ierly  they  were  not  to  pay  overB  per  cent,  and  the  bal- 
ance woulit  go  into  betternientl— A.  That  is  the  Lynn  and  Boston,  one  of  those  that 
tbe  Massachnsutta  Electrics  owns. 

Q.  (By  Mr,  KiPLEY.)  How  niiiny  do  they  ownt  What  territory  do  thev  covert— 
A.  They  are  very  largely  in  cantcrn  and  sonthoastern  MaasachusettH.  They  cover 
the  whole  part — noarly  the  whole  of  that  territory — the  eastern  part  of  Masaachn- 
eetta,  running  from  the  northern  part  of  the  titato  down  to  the  south. 

Q.  (By  Mr.  Litchmah.)  Now,  would  it  be  fair  to  aay  that  your  recommcndatioDS 
are  rpHpected  and  obeyed  by  the  corporations  because  they  are  sustaineil  by  public 
aentinient  of  Maasachuscttat — A.  I  tliiuk  that  has  a  grent  ileal  to  do  with  it. 

1^.  Has  it  not  been  the  experience  of  MaaaaohuHetts,  tiofnrna  your  know  ledge  goes, 
that  tbe  public  aentimentof  Maaaaohusetta  has  suataineil  recommendations  -..nde  by 
the  railroad  conimiaaionf — A.  Every  time  tliat  we  made  a  recommendation  against 
the  railroad,  that  has  been  true.  andAhere  have  liecn  a  grcHt  many  of  those,  na  the 
record  will  show.  This  last  which  mails  them  introducoGOO  mile  niileat;e books  was 
approved.  When  we  have  made  a  recommendatiim  in  support  of  the  contention  of 
the  railroad,  I  sii ppose  that  here  nnd  there  there  in  criticism,  hut  I  have  not  within 
a  year  and  a  half  known  of  very  mach.  To  illustrate,  the  legislature  a»<ke<l  that  we 
look  into  the  qu<>8tiou  of  passenger  fares,  and  we  considered  first  aubiirlian  fares. 
The  city  of  Boston  is  peculiar  in  respect  to  its  suburban  business.  It  baa  a  very 
large  traffic  to  and  from  Itoston,  and  thot^e  fares  are  generally  oilmitted  to  he  very 
low.  Perhaps  tliey  oaght  to  he  very  low  on  account  of  tbe  heavy  traffic,  and  yet 
there  ia  a  constant  strilo  here  and  there  for  Iiiwer  fare.'i.  'I'bere  was  a  re(|uest  for  a 
12-trip  ticket  on  all  tbe  roads.  The  hoard,  I  think,  does  not  believe  in  establiBhing 
by  legislation  maximum  rates  of  fares,  but  in  leaving  the  railroads  to  handle  their 
nitea  as  a  busineHS  matter,  and  then  in  individual  cases  correct  them  if  they  ar« 
unreasonable.  Ke  felt  that  the  suburban  fares  were  as  low  its  they  should  bo, 
'lb  tire  fore  wo  said  upon  investigation,  and  gave  the  fignrea  for  our  reasons,  that  we 
felt  it  would  work  a  reduction  of  tbe  revenue  of  the  railroads  which  would  ha 
unreasonable,  in  view  of  the  very  active  competition  of  tbe  street  railways  around 
Iloston,  and  in  view  of  the  fact  thai  the  suburban  hiisiness  ou  tiie  railroads  near 
llostou  was  then  on  a  decline  rather  than  on  an  incrraae.  Well,  the  legislators, 
instead  of  overmling  that  couclitsiou,  took  an  Intermediate  step.  There  was  thvn 
in  nse  a  50-trip  ticket.  These  people  want«d  a  12-trip  ticket,  whicli  wo  refused  to 
recommend,  nnd  the  legislature  passed  a  law  for  a  25-trip  ticket.  '1  be  essential 
thing  is  that  the  prosperity  of  the  company  aball  not  be  interferred  ivitb,  and  that 
there  be  a  very  careful  inquiry  ou  tbe  part  of  the  men  who  are  trying  to  get  at  the 
exact  fact«  without  bias,  and  then  if  they  are  wrong  (and  no  man  ia  infallible,  and 
no  board  is, )  the  railroad  on  the  one  hand,  or  the  people  on  the  other  hand  havo  arijjht 
to  appeal  to  the  legislature.  I  think  tbe  strength  of  tbe  Massachusetts  syBt«m  it 
shown  in  the  fact  that  there  bos  been  solittleof  that  appeal. 

Q.  In  almost  every  case  where  tlint  appeal  has  been  made,  tbe  legislature  has  sus- 
tained the  findings  of  tbe  board,  has  It  Dott — A.  Yea;  it  bos  been  generally  trae. 
I  had  in  my  mind  the  impression  that  last  winter,  owing  to  tho  peculiar  interest  in 
the  Boston  and  All)any  sud  the  Kew  York  Central,  the  Fitchbnrg  and  the  Boston  and 
Maiue  leases,  they  worked  through  the  legislature  againat  onr  recommendation  an 
insignilicant  measure,  hut  I  do  not  recall  the  statute. 

Q.  It  has  been  claimed,  I  think  before  this  commisaion,  that  there  was  aoms  dis- 
crimination in  the  handling  of  freight  In  East  Itoston  by  tho  Union  Freight  Kail- 
way,  as  it  is  called.  Do  yon  know  anything  abont  that! — A.  Ko  such  claim  has  yet 
eome  before  our  board.  I  would  say  on  tbe  subject  of  freight  ratea  that  we  have 
peniling  three  cases,  one  the  coal  rate  in  Brockton,  Mass.,  a  thriving  plare  that  hM 
grown  rapidly  for  the  last  26  years,  anil  another  case  involving  rates  on  lumher. 

*i.  Who  owned  the  Union  Freight  Kailway  I — A.  I  do  not  know. 
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Q,  As  far  as  yoa  know  there  is  no  diBCtimination  in  the  baDdliDg  of  oases  ttoni  one 
roul  to  auother  or  troia  one  ehippet  to  another! — A.  As  for  aa  I  know,  no.  Onr 
hoanl  bag  to  do  continually  witli  individual  oatieB,  and  in  this  way,  ns  joa  will 
apjireciate,  we  have  worked  out  general  propositions  that  will  apply  to  other  caaas. 
Last  year  wo  had  over  300  matters,  involving  huarlii)^  almost  every  day,  lo  that  we 
are  constautly  coming  in  contact  with  the  railroad  on  one  side  and  the  psople  on  the 
other. 

Q.  (By  Hr.  Riplev.)  Do  you  have  the  power  to  Gx  the  price  of  stnck  in  canes  el' 
piirohase  t— A.  Yes;  and  on  that  queation  there  has  been  a  great  deal  of  discussion. 
if  the  issue  of  stock  is  authorized  and  the  purpose  is  propter  and  the  amount  is  a 
proper  amount,  the  law  conipels  uh  to  Qx  s  value  at  which  it  shall  be  otTered  to  the 
original  Btookholder«.  If  the  capital  atook  was  orlginatly  $100,000,  and  tbe  road  has 
improved  and  been  proHperuua  and  the  stock  has  gone  up  to,  aay,  twice  ita  original 
value,  we  have  to  fix  the  value  aconrdingly  at  whioh  It  snail  be  uBHntd  to  the  stock- 
holders. That  leaves  a  capital  oompuswl  of  two  parts,  based  upon  different  condi- 
tiouB.  The  original  amount  paid  in  haa  the  par  valne  of  ClOOasbare.  The  new  stock 
is  paid  iu  at  twice  that  rate,  so  the  total  investment  in  the  railway  property  is  differ- 
ent from  the  total  authorize<l  capital.  Now,  it  is  contended  that  when  questions 
adectiiig  revenues  come  up,  there  is  diffioalty  in  dealing  with  these  atookholders 
fairl}-  nnd  ai{ULtably.  The  company  pays  the  same  rate  of  dividend  to  each  ou  each 
share  when  a  man  has  paid  perhaps  }1D0  for  one  share  and  S200  for  another,  or  one 
man  han  paid  tlOO  and  another  man  has  paid  }200— not  paid  into  each  other's  pocket 
as  in  the  market  sale  of  stocks  hot  into  the  enterpriso.  Up  to  tbe  present  time  it 
has  not  been  a  matter  of  any  essential  tmnbleto  us,  but  it  is  argued  that  it  may  l>e; 
that  the  time  may  come  that  it  would  have  been  better  to  have  had  all  the  capital 

£  aid  in  at  par  value  and  represent  the  acta  ul  investment  in  pnblic  enterprises.  1 
clleve  there  is  force  in  the  SQgK<^Btion,  but  at  the  same  time  my  acquaintance  with 
these  problems  bos  only  been  of  about  a  year  and  a  half. 

Q.  lias  aD.\  effect  of  the  leiisea  of  the  Boston  and  Albany  tn  the  New  York  Central 
or  the  Fitchiiurg  to  the  Boston  ond  Maine  been  observed  either  in  rates  or  in  aervice 
up  to  the  present  timel— A.  I  ihiuk  it  ia  a  little  too  early  U>  discover  any  effects  in 
one  way  or  the  other. 

Q.  What  dangers  or  difllcnities,  if  any,  are  to  be  apprehended  so  far  as  the  port 
of  B'istori  or  the  industries  of  Massachusetts  are  concerned) — A.  I  have  always 
Qssnnied  tliat  it  was  generally  to  the  public  advantage,  and  that  the  port  of  Boston 
would  beuelit  from  tbe  consolidations.  It  was  understood  that  was  tbe  feeiinc  of 
those  that  advocated  it.  Tberesnltof  theleaneof  the  Boston  and  Albany  to  the  New 
York  Central  has  been  seen  to  this' extent,  that  under  the  statute  they  have  taken 
preliiniuary  steps  to  issue  stocks  and  put  in  more  capital  for  terminals. 

Q.  What  will  that  mean  as  to  the  development  of  r«rminal  fucilities  in  Boston! — 
A.  It  musi  mean  a  great  improvement. 

Q.  l»o  the  terms  of  tbe  lease  prescribed  by  the  legislature  require  that  action  on 
their  parti— A.  Yes. 

Q.  Whnt  thiiiea  are  included  in  either  of  those  leases,  either  in  the  matter  of  rates 
or  utherwiaoT^A,  The  operation  of  the  road  and  tbe  maintenance  of  the  roa<i  ia  just 
aa  fully  under  the  supervision  of  the  board  as  before,  and  the  State's  right  to  pur- 
chnae  it  (if  it  ever  kih-r  fit)  is  still  retained. 

Q.  There  is  no  possible  evasion  of  responsibility  by  the  board  in  any  respect  by 
those  leases  f^A.  I  see  none  whatever. 

Q.  Will  there  be  any  etl'ect  in  rates  or  otherwise  in  tbe  absorption  of  the  Hassa- 
chusetts  Central  Hailroodt  Has  that  absorption  taken  place  yet  f— A.  I  suppose  that 
the  control  has  passed. 

Q.  Were  yon  called  npon  to  fix  the  price  of  the  stockf— A.  Y'ea. 

Q.  Will  yon  explain  what  your  policy  bos  been,  or  on  what  principle  yon  proceed, 
in  fixing  the  price  of  stock  to  be  purchoseil  by  another  road  t — A.  In  this  particular 
case  we  were  asked  to  Bs,  not  the  value,  but  the  purchase  price  which  the  Boston 
and  Maine  oiij^ht  to  pay,  and  in  doing  it  we  considered  the  value  of  the  property 
and  tbe  bistor.v  of  the  property.    There  had  been  a  practical  agreement  iietween 

the  owners  of  the  proferrad  stock  and  t"""  "—' -"  ^'~---   --•■  —  "■ — '' —  -"'-• 

"As  .vou  have  agreed  on  that,  we  will 

between  you  two."     Of  course  there  wf   .  i         ■ 

paid  muroj  but  we  felt  thot  was  substantially  a  matter  of  bargain,  and  there  was  no 

reason  in  tbe  public  interest  to  prevent  our  approving  it.     Tbe  common  stock  meant 

practically  tbe  balance  of  the  purchase  price  of  the  property,  and  we  looked  into 

the  Htnicttiral  value  of  the  railroad,  what  it  originally  cost,  what  it  would  oust 

to-day,  and  then  we  looked  into  the  valne  of  the  property  for  railroad  purposes,  and 

we  felt  that  it  waa  a  very  valuable  piece  uf  property. 

Q.  (By  Mr.  PmixiPd.)  Did  you  take  into  consideration  the  franchisesT— A.  We 

did  not  have  to  go  so  fur  as  that.    We  felt  the  fair  valne  of  that  railroad  property 

to  tbe  Boston  and  Maine  for  railroad  purposes,  outside  of  the  ftanoblse,  was  at  least 

161 64  ,,i.t";(KNlc 
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Q.  (lif  Mr.  KiPLET.)  Has  thin  policy  of  atrict  financial  control  worked  well  on 
tbo  whole  in  Maaaachuaetter— -A.  I  tbmk  it  bfta. 

Q.  And  there  in  no  dispusition  at  present  observable  o a  the  part  of  the  leKialatnre 
ur  the  people  to  repeal  itf— A,  On  the  oontrar;,  I  think  the  feeling  in  its  faror 
baa  grown  atrongev  and  atronirer.  Hen  who  come  before  me  anrl  disooM  the  qnaa- 
tion,  lawyers  who  were  fornieny  opposed  to  it,  admit  that  the  security  of  railway 
stDcka  haH  (raen  aHected  for  the  benefit  of  the  railways  and  Che  beaalit  of  the  people. 
The  board  doee  not  undertake  to  guarantee  the  anooeas  of  the  enterprise.  We  say, 
"  Yon  bare  got  yonr  railway.  Whether  yon  will  be  able  to  eiirn  auytbing  out  of  it 
la  lor  business  men  to  determine.  The  capital  has  been  properly  invested  in  rail- 
way property." 

(j.  Do  yoii,  oa  n  mutter  of  polioy,  protflot  the  raUroods  against  nndue  competitiOD 
by  paralleling,  or  i]i  nny  wayf— A.  There  is  a  statute  that  provides  that  in  oaae  of 
any  new  railrtiail  eut«r|iriae  the  board  ahall  pass  on  the  propriety  of  it.  Tbo 
Htreet'  railway  doTeloptneut  is  a  uiatter  of  raoent  growth,  and  the  propoaitioD  ia 
before  the  legislature  to  give  na  the  same  anthority.  Within  a  week,  however,  a 
bill  which  oontains  that  provision  was  amended  byatriking  out  that  part  of  it. 
There  (a  lino ther  bill  bufme  the  committee  on  street  railways  which  has  the  provi- 
sion in  it  tliat  we  shoalil  pasa  on  the  propriety  of  any  new  at reet- railway  enterprise 
in  the  same  way  that  we  would  pass  on  the  propriety  of  a  new  railroad. 

Q.  Do  yon  Hee  any  objection  or  any  practical  difflcolty,  other  than  iu  securing  tbe 
legislation,  in  the  way  of  extending  the  powent  of  the  Intentate  Commerce  Couimie- 
Bion  in  a  way  similar  to  that  yon  have  preacribed  in  Moaaaohusottsf — A.  1  am 
strongly  prejudiced  in  favor  of  toe  theory  that  has  been  at  work  iu  Hasaachii setts, 
and  I  do  not  poraoually  ace  any  reaaon  why  snob  a  theory  of  supervision  coiild  not 
be  exteuded  to  the  national  board.  I  nnderatand  that  is  not  what  they  want.  They 
wnnt  to  make  rates.  We  think  that  is  not  desirabte.  I  do  not  want  to  pass  on  the 
conditions  that  exist  ontflide  of  Hiissoohasetts.  From  our  experience  we  believe  in 
our  power  of  recommendation  and  advice. 

Q.  The  i1ift'i>rence  between  tbe  proposed  policy  of  the  Interstate  Commerce  Coin- 
uiiaalon  and  tb^t  of  MoBsauUii setts  ia  that  yon  exercise  very  little  jurisdiction  over 
rates,  but  a  Htrict  control  over  the  oapitAlization f— A.  No;  I  would  not  want  tu 
admit  that,  because  I  think  we  exercise  a  very  material  iutlaeiice  over  rates. 

Q.  Not  l>y  prescribing  them  in  advaacet — A.  Only  through  onr  jiower  or  recom- 
mendation;  not  fixing  any  rates,  bat  superviaiug  rates  in  individui 
There  liave  been  cases  of  that  kind  already  iteoided  and  there  will  be  other 
have  iiu  question  whatever  but  the  rates  will  be  ohangod.  We  have  brought  about 
changes  in  the  street  railway  and  in  railroad  rates  within  a  year,  and  there  will  be 
more  within  another  year. 

Q.  Your  control  is  to  a  considerable  degree  exercised  throngh  your  power  to  pMs 
on  general  matters  of  linance  aa  well  as  upon  the  making  of  ratmT— A.  I  think  onr 
control  over  tbe  Hnauelal  question  does  strengthen  na  in  other  iinestions. 

Q.  (li.v  Mr.  FiiiLMPS.]  Have  yon  anything  to  volunteer,  in  your  own  way,  Ihat 
baa  not  been  covered  by  (|nestionsl— A.  I  have  not.    I  would  bef^lad  to  furnish  any- 
thing that  can  give  aid  to  theci     -'—'--     -    -      --— - 

"■■    ■•      -J  closed  ■ 


(Testimony  cTosod.) 


Washington,  D.  C,  Mag  S,  190J. 
TESTIMOr?  07  MB.  CHASLES  B.  QBIFFITH, 

ilepreses (afire  of  the  Denver  Chamber  of  Commerce, 

The  commission  met  pursuant  to  recess  at  2.40  p.  m.,  Vice-Chairinau  Phillips  pro- 
siding.  At  that  time  Mr.  Charles  D.  QrifBth,  of  Denver,  Colo.,  repreeeutatlve  of  the 
Denver  l'haml)ar  of  Commerce  anl  Koard  of  Traile,  was  introdQced  aa  a  witness, 
and,  being  duly  sworn,  teatiti.'d  :ih  follows: 

(J.  (Hy  Mr.  R[p[.KV.)  Will  you  slate  yonr  occupation  and  your  relation  to  the  cham- 
ber of  comiiuTcel— A.  I  am  in  the  wholesale  boot  and  shoe  business,  and  a  director 
of  the  chamber  of  commerce. 

Q.  Do  yon  appear  offlcially  to  represent  tbemt— A.  Yea.  (Producing  letter  and 
handing  to  chairman.) 

.'Tub  UsiTEii  STATita  Industrial  Couuidsion,  Washington,  D.  C. 

"Oehti.kmk.v:  This  is  to  certify  that  Ur.  Uhjrks  l>.  GrilUth  bos  been  appointed 
torojiresent  Che  UenverChaniberof  Commerce  and  Board  of  Trade  before  your  com- 
mission as  a  witneas  concerning  transportation  topics. 
"  BeapectfttUy, 
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Q.  Have  foa  aay  £eDer»l  statement  to  maket — A.  Thera  ie  b  general  atatemeut 
prepared  by  the  IVeight  committee  of  the  bnrean  that  I  might  lead. 
(BeadiDg:) 

"C0SD1TI0N8   AT   DENVER, 

"That  Denver  is  what  ahe  U,  is  by  virtue  of  the  diveraiHed  mineral  nwoarcoa  for 
which  the  State  in  which  she  ia  located  is  noteil,  and  l)y  i  irtue  of  her  own  inhereut 
qnolities,  her  superior  climatic  uonditions,  pare  air  and  almndant  siinsliine,  and  not 
by  rooaon  of  auy  niibBtnntial  ri'cogiiitioi)  and  asaistanoe  on  the  iiart  of  the  irunspoc- 
t»liou  liompauies.  That  iiec  popnlatioD  now  numbers,  aocordins  to  the  ceiiisus  of 
1901,  133.8^,  is  a  cootinaul  source  of  aarprite  to  her  oitizeaa,  in  view  of  the  manner 
Id  which  her  commercial  development  Los  been  handicapped  by  reason  of  reatrictioiui 
imposed  by  the  transportation  companies  and  by  reason  of  the  limited  population 
of  the  Rooky  Munntain  region, 

"  GeoKrapiiically  her  location  from  a  commercial  standpoint  is  somewhat  unfortu- 
nate. Denver  haa  never  enjoyed  a  basis  of  distributive  rates  on  either  vast  or  west 
bounil  biiainesa  originating  here  that  would  enable  her  to  compete  with  the  Mis- 
soon  Kiver  cities  and  points  east  on  the  one  hand,  or  with  faoilio  terininiil  points 
with  California  products  on  the  other  hand.  On  the  cootrary,  she  has  alwiiys  been 
a  way  station,  so  far  as  general  rate  making  is  concerned,  in  territory  vveat  of  the 
Missouri  River.  To-day,  as  for  many  yeara  past,  the  Missouri  Kiver  is  siilistantially 
the  bone  line  of  rates  to  and  (i'oui  all  points  east  of  the  meridian  on  which  that  river 
ie  located,  ^rom  Denver  west  distribalive  rates  in  effect  are  the  rssults  of  oombi- 
nations  and  conceHsions  made  ftom  time  to  time  and  of  character  entirely  local,  not 
governed  by  any  well-defined  law. 

"llunver  claims,  and  we  tliink  .jnatiy  so,  that  her  merchants  and  maniifiicturers 
ehouid  reach  all  jiointa  West  on  the  aamii  competitive  basia  that  theae  points  are  now 
supplied  from  BBstem  trade  centers.  We  believe  that  there  ie  one  general  principle 
that  sbonld  govern  in  placing  Denver  in  this  position,  i.  e.,  tbo  removal  (if  the  pres- 
ent biifie  line  upon  which  Western  rates  are  bnilt,  from  the  Missouri  River  to  a  north 
and  Kouth  line  passing  through  Denver  and  Cheyenne  on  the  north  and  Colorado 
S|>Tin)(B,  Pueblo,  and  Trinida<l  on  tlio  sonth.  hj  such  recognition  only  will  mercan- 
tile unil  manufacturing  interests  located  on  this  meridian  bo  placed  npon  the  same 
oomni.'rcini  footing  as  Missouri  River  cities. 

"  In  It  frw  words,  the  rate  situation  ns  applying  to  buBiness  outward  bound  from 
Denver  is  about  as  follows:  The  rates  to  Wyoming  points  are  of  an  arbitrary  char- 
acter, ilii:tated  and  controlled  by  tlie  Union  PaciGo  Railroad,  and  so  ad.juBtfld  as  to 
throw  the  greater  volume  of  business  to  the  Missouri  liiverand  farther  Eastern  cen. 
t«rs.  The  Utah  and  Montana  rati'H  are  based  npun  the  Missouri  River  rates,  and  are 
quite  uniformly  80  per  cent  of  that  rate,  a  aufficiently  high  percentage  to  quite 
etfectually  deter  Denver  merchants  and  man nfacturers  from  invading  that  territory. 
The  Utah  rate  ia  also  based  upon  tbe  Misaouri  River  rate  and  amonnte  on  class  freight 
to  about  TO  per  cent  of  that  rate,  n  sufficiently  high  percentage  also  to  prevent  any 
connideralde  business  oi  iiiinating  at  Denver. 

"The  Nonr  Mexico  rale  is  in  the  main  an  arbitrary,  blanket  rate,  quite  fairly  con- 
ceded to  Denver  merchants  by  the  railway  lines  distributing  in  that  Territory.  In 
the  State  of  Colorailo  alone  are  Denver  luercbonts  allowed  to  distribute  their  prod- 
ucts on  precisely  the  tame  basis  as  governs  Eastern  competitive  business.  We 
therefore  maintain  that  tbe  only  equi^bla  basis  would  be  as  a  result  of  the  entire 
readjaatment  of  rates  west  of  Denver,  based  upon  a  north  and  sonth  line  throngli 
Denver. 

"Again,  Denver  and  Colorado  common  points  are  greatlv  handicapped  by  reason 
of  the  limited  number  of  commodity  rates  into  and  out  of  these  points.  Colorado 
common  points  have  to  their  credit  about  195  commodities  ttom  tbe  Atlantic  sea- 
board. Utah  has  a  list  of  comnioditiee  varying  from  300  to  350.  Montana  and  the 
Pacific  coast  States  have  a  lltt  of  soniething  like  1,136  commodities  from  tlie  Mia- 
Bouri  liiver.  By  compariHon  the  number  aocordud  Colorado  common  points  ia  dia- 
criminatingly  small.  In  comparison  with  Pacific  coast  terminal  points  Colorado 
I'oumion  poicits  are  not  to  bo  considered.  Those  rates  oocnpy  a  class  by  themselvea 
iiud  are  BQbstantially  tbe  same  from  Colorado  common  points  east  and  west  bound 
lut  tliey  are  from  the  Missnori  liiver,  although  the  niileage  firom  Colorado  ci 
poiute  ia  approKimately  one-third  less. 


"  It  is  our  o^iinlon  that  the  adoption  of  a  uniform  classifloatjou  wonid  be   alike 
beneficial  to  transportation  companies  and  shippers.     It  would  certninly  simplify 
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the  other,  and  at  tho  Bame  time  would  tand  to  equalize  and  prevent  discrimin&tioiiH 
nhiob  can  not  but  exist  under  tbo  preseilt  »fiU>m.  We  believe  tlint  ship|>erB  io 
Keueral  would  greallj  neloome  the  advent  ol  a  uoiversal  cla«aiQcution  extending 
from  seaboard  to  Maboatd. 


9  instability  of  rates.  Rate  cutting,  either  open  or  secret^  i» 
Bcuguized  OH  den iiirali zing  and  injurious.  To  a  great  extent  railway  consolidation 
is  a  corrective,  llniforin  and  stable  rstes  into  this  territory  waald  work  relief  and 
be  of  bonetlt,  and  Buch  relief  and  benefit  would  bo  further  enhanced  if,  \y  leaaon 
of  Buoh  Btabtlitf  and  iinifonnity  of  rates,  a  reasonable  reduction  wonld  follow,  as 
Bhon1<l  be  expected.  Colorado  would  greatly  deprecate  throngfa  oonaolidation  an; 
attempt  to  cut  oH'  the  Fort  Worth  gateway,  which  coiistitntaa  at  j>reBent  a  valuable 
check  and  safegiiartl  over  the  all-rail  lines. 

" I'lesent  traffic  conditions  into  Colorado  on  raw  material  have  much  to  do  vith 
the  m^tterial  prosperity  of  tlie  State.  The  dilt'erence  between  the  raw  material  and 
the  manufactured  article  is  uut  HiiSlcienCly  great  to  I'oster  eutcrpriseH  which  wonld 
exist  here  except  by  reason  of  this  fact.  I^resent  high  rates  on  raw  material  art  as 
a  tariff  and  enable  a  few  local  indimtries  to  maintain  prices  sncli  ua  to  discourage  at 
make  impossible  the  proper  dnvelopmont  of  our  manufucturin^'  iuteriwte. 

"W.  A.  HOVKR, 
"  Cliaimian  Traffic  Bureau,  Dmvrr  Chamber  of  Commerct  and  Hoard  of  Trait." 

Q.  (By  Mr.  Ripley.)  Theprimary  ground  of  complaint,  then,  seems  t^  be  the  high 
rates  from  the  Kast  into  Denver  rh  compared  with  the  rates  from  the  East  to  San 
Francisco,  which  is  also  a  competitive  shipping  pointt — A.  Well,  not  so  lunch  that 
as  it  is  the  rate  on  the  raw  material  that  is  shijipcd  into  Denver  compared  with  the 
rate  on  the  manufactured  product,  especially  in  tlio  iron  and  steel  line. 

Q.  Will  you  state  to  the  commis»^ion  at  the  outset  tho  principal  roads  which  Br» 
engaged  iu  traffic  Bt  the  city  and  tbe  cfaarncter  of  the  trafHo  east  and  wentf — A. 
There  are  5  lines  coming  direct  to  Denvi-r— the  Union  racirio,  tbo  Bnrlingliiu,  the 
Missouri  Poellic,  tho  Itock  island,  and  tbe  Santa  Fe.  The  I'nion  Pacific,  of  conree, 
is  a  through  line.  Its  main  line  goes  through  Cheyeone,  n  hundred  and  some  miles 
north,  while  tho  Missouri  I'acilic  connects  and  rnns  through  on  the  Rio  Grande  via 
Pueblo,  115  mites  eouth.  The  Saota  Fe  bas  a  direct  line  to  California  through  the 
aouthera  edge  of  Colorado,  and  has  a  branch  into  Denver.  So  while  we  liaveS  liiiea 
entering  the  city  from  tbe  Missonri  River,  three  of  tbem,  yon  might  say,  connect 
direct  with  tbe  West,  making  trunecoutiaeutal  lines.  Then  we  have  a  water  route, 
as  wo  cull  it,  through  the  Fort  Worth  gateway— wiitor  transportation  tn  New  Orleans 
or  lialventiiu  and  then  into  Denver,  which  workH  on  au  otliitrarv  rate  with  a  dilTer- 
ential  of  39  cents  per  hundred.  Oiir  rat«  to  Denver— I  will  speak  of  lir^t  class,  aa 
that  probably  covers  more  than  anything  else— is  $2.73  per  hundred,  all  rail,  from 
Kcw  York  or  from  the  Atlantic  coast,  and  Si, 33  by  way  of  tbe  fiulf.  They  haol  by 
way  of  Newport  News,  tbe  Kanawha  Dispntch,  Cumberland  Gap,  and  Norfolk  and 
Western,  and  then  through  St.  Louis  or  Chicago  to  Denver  at  $2.33,  the  same  aa  the 
Gulf  rate. 

(J.  Is  tfaiit  route  by  the  Norfolk  and  Westeru  and  the  Kanawha  Dispatch  a  port  of 
one  routet — A.  Yes,  and  by  water  from  New  York  to  Newport  News. 

Q.  And  there  is  no  further  connection ( — A.  No  ftirther  conm^ctiim. 

Q,  Do  you  know  tbii  reason  of  those  differentials?- A.  Tho  differential  is  caused 
by  the  length  of  time  it  takes.  It  takes  quite  a  good  doal  longer  to  ship  by  wayof 
New  Orleans  or  (ialvestoa. 

Q.  (By  Mr.  FiiiLLii-s.)  Will  yuu  ploase  state  tbe  distance  between  New  Orleims 
and  Galveston  and  New  York!— A.  1  do  not  know  that  1  can. 

Q.  Or  ttie  distance  by  land  from  eiii'b  pointf— A.  The  distance  from  New  Orlt-ana 
is  something  like— I  am  not  able  li>  give  that  exactly.     \  can  add  thut. 

Q.  (By  Mr.  Ripi.kv.)  Will  you  now  apeak  of  the  natnre  of  the  traffic  and  of  the 
character  of  the  mnnnfactnrtng  and  of  the  jobbing  bnBintsB  iit  Dcnverf-A.  Our 
largeet  mamifnituring  industry  is  the  cotton  mills.  We  manufacture  quiteagooil 
deal  of  paper  that  newspapers  sre  printed  on,  and  a  great  deal  of  mining  machinery, 
and  then  wo  mi^ht  mention,  in  connection  with  Denver,  the  Colorado  Fuel  and  Iron 
Company,  which  manufactures  at  Pueblo  a  great  deal  of  iron  and  Bteel  of  all  kinds. 

Q.  (By  Mr.  I'HiLi.ift).)  Is  there  any  iMtroleiim  mnnufartured  or  refined  theret — 
A.  Not  in  Denver;  no.  There  is  c  great  deolof  oil  in  tbe  State,  they  say,  hut  they 
do  not  refine  it  there. 

Q.  Do  yon  know  any  reason  why  it  in  not  retined  there  if  there  are  quite  large 
qnantities  produced  nearl — A.  No:  I  do  not. 

Q.  (By  Mr.  Riplkv.)  What  is  the  territory  within  which  yon  ran  at  the  preMnt 
time  carry  on  the  Jobbing  bnalneas  profitably  under  tbe  rate*  imposed  t — A,  Colotado 
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iB  practically  out  groaDd.    The  local  towIb  tbat  are  roniiiDK  ont  of  there— that  ia, 

the  Deitvei  aud  Rio  Oronde,  the  Colorado  Boutbem,  and  the  Colorado  Midland — add 
the  local  rate  from  Denver  or  Faeblo  or  Triuidad  or  common  point*  to  the  toiritOTj 
within  tlie  IState.  The  RioOrancle  doeanot  go  out  of  the  State  but  a  very  little  iray. 
They  aimply  udd  to  the  Denver  comnion-point  rote  that  of  the  local  ro;id. 

Q.  How  does  the  rate  £iaia  Chicago  to  Denver  compare  with  the  rnte  tiom  Xew 
YorlE  to  Denverl— A.  They  charge  12.(6,  tiretclasB,  from  Chicago  and  $2.72  from 
New  York. 

Q.  How  do  the  rates  from  Denver  to  San  Francisco  compare  with  those  from  Chi- 
cago and  New  York  to  San  franolscof — A.  The;  are  practically  thu  same— some 
differeace  in  commodities. 

Q.  Dues  thut  condition  give  rise  to  complaint  on  the  part  of  yonr  murchnntst — 
A.  Our  rate  is  practically  the  same  from  Denver,  which  is  BODietbing  over  2,000  miles 
nearer  to  the  coast,  as  from  New  York  and  Chicago, 

Q,  In  other  wonla,  you  mean  that  it  costs  a«  much  to  ship  from  Denver  to  San 
Francisco  as  it  would  from  Chicajio  aud  New  York  f— A.  Precisely. 

(j.  HaH  tliis  i|uestiuu  of  the  rates  imponed  at  Deuver  heen  offlcially  lironght  to  the 
notice  of  the  Interstate  Commerce  ComoiisHimi f— A.  Yes;  this  has  been  before  t lie 
Interstate  Commerce  Commission  and  a  suit  was  tiled  called  the  Kiudel  case,  1  think. 

<j.  Did  it  have  the  desired  resultl— A.  We  hardly  think  so.  The  decision  is  not 
clear  to  me,  but  practically,  aa  near  as  I  can  diagnose  It  tnyeelf,  it  gives  iis  the  same 
rale  fW>m  Denver  west  as  l^m  Chicago  west,  or  rather  the  Atlantic  coast  west. 
Theycouldnot  charge  ua  anymore  than  tbeycould  Chicago  or  New  York  ur  St.  Lonis. 

Q.  (By  Mr.  Pbillifs.)  Conld  they  charge  yoa  as  muon  as  those  points!— A.  Yes; 
as  much. 

Q.  (By  Mr.  Riplby.)  Did  a  modification  of  rates  follow  as  the  result  of  jouranitf- 
A. .They  have  not  gone  into  effect  jet,  as  I  understand  it.  I  think  tlu-y  are  going 
into  effect  thia  mouth  eometimo,  unleaa  prevented  bv  the  courts. 

Q.  (ByMr.  Piiii-urs.)  Was  the  case  appealed  after  bi;iug  beard  t  You  speak  now 
of  the  ruling  of  the  luteratntu  CommKme  Commission  alone,  and  not  of  the  court?  It 
wasnot  flnally  adjndicatodt — A.  No;  it  was  not  Anally  adjudicated. 

<j.  (By  Mr.  A.  L.  Harris.)  Against  whom  was  the  complaint — what  toadHt— A.  1 
think  in  was  Kindel  v.  The  Atchison,  Topeka  aud  Santa  ie.'  It  commenced  quite  a 
while  ago.     f  am  not  really  familiar  with  the  decision. 

Q.  (By  Mr.  Kipley.)  You  have,  however,  not  received  any  benefit  by  the  action 
of  the  InteTBtate  Commerce  Commission  aa  yetf — A.  Not  so  far j  no. 

Q.  What  is  primarily  the  complaint  at  Denver  now  T  This  caxe  of  Kindel,  T  niuler- 
atand,  wa.i  brought  up  several  j'ears  ago! — A.  Yes.  Vie  will  take,  for  instanci-,  the 
territory  in  Idaho  and  Montana  where  we  want  to  Job  goods.  It  is  territory',  we 
miglit  say,  belonging  to  Deuver,  as  wo  are  the  nearest  Targe  city  to  them  nuil  the 
Dearest  people  i<i  supply  them.  The  rate  from  the  Missonri  River  is  $2.50  a  hundred, 
first  class,  to  Montana  common  points  and  Idaho  common  points,  whilethe  nito  from 
Denver  is  $2,  making  a  difference  of  only  60  cents  in  the  first-class  rate  from  the 
.Missouri  tliver  and  from  Denver,  although  Denver  is  some  600  milea  nearer  to  these 
places,  and  they  are  all  the  way  from  400  to  1,000  miles  from  Denver.  Now,  that 
would  make,  if  you  combine  the  rate  to  Denver  and  from  Denver  to  those  points, 
94. T2,  while  if  you  combine  it  with  the  Missouri  Giver  rate  it  is  $3.UT,  making  a  dif- 
ference of  nearly  $1  per  hundred.  Now,  the  Mississippi  River  points  have  a  car-lot 
rate  on  first- class  goods  to  these  Idaho  and  Montana  points  of  $2.90. 

Q.  DoyonenjoyearloadratesT — A.  WedonothftvecarloodratesonbootaandshoeB, 

Q.  What,  then,  are  the  exact  Mgiires  on  fVeigiit  rates  with  which  you  are  concerned 
in  endeavoring  to  sell  aa  a  jobbfir  from  Denvi-r  to  a  Montana  common  point,  wo  will 
say  I— A.  We  are  concerned  (vith  a  $2.50  rate  from  the  Miesoori  River  to  tbeae  points 
on'  first  class,  and  in  car  lots  a  $3.10  rate  per  100  from  Chicago,  and  a  $2.90  rate  from 
the  Mississippi  Kiver. 

(j.  How  dofs  the  rate  from  Chicago  to  Denver,  plus  the  rate  from  Denvi^r  up  to 
Montana  common  points,  compare  with  the  rate  from  Chicago  directly  out  to  the 
same  common  points?— A,  It  would  be  $4.05  by  Denver  and  ^.10  ilirectL 

Q.  In  other  word^,  the  jobber  in  Chicago  is  able  on  100  poundEi  to  underbid  the 
Denver  jobber  by  about  )I6  ceutst— A.  Ninety-five  cents;  that  is  correct. 

Q.  Was  that  the  main  contention  in  the  case  brought  before  the  Interstate  Cona- 
merce  CommissionT — A.  No;  the  main  oontention  there  was  more  on  the  through 
rates  to  the  Pacific  Coast.  A  similar  case  waa  started  by  the  Colorado  Fuel  and  Iron 
Company  otl  getting  their  steel  and  iron  to  the  ('oaat,  bat  they  put  In  a  rate  for  them 
of  practloally  what  they  were  asking  for.  Then  the  case  was  taken  by  Mr.  Kiudel, 
whoiaan  enthuatast^  freight  agitator  and  thoroughly  posted.  He  is  a  manufacturer 
of  mattresKes  in  Denver,  and  waa  at  that  time  in  the  chamber  of  commerce. 

Q.  (By  Mr,  Farqchah.)  Thia  tariff  that  yon  are  discnsalng  now  ie  on  maunfac- 
tunwl  articlea  entirelyf— A,  Yea. 
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Q.  (By  Mr.  C.  J.  Harris.)  Do  ;od  say  they  gave  the  Colorulo  Fuel  and  Iron  Com- 
pany tlut  ratct — A.  The  railroads  put  ante  in  before  the  deoialon  was  brought 
abont.     I  think  tbey  have  taken  that  rate  away  ainoe.     That  is  ouly  hearsay. 

tj.  Doea  that  apply  to  that  apccialeompanyortoall  gooilHOf  Chat  claMf — A.  They 
practiciilly  were  the  only  ones  that  were  mannfacturinK  that  claaii  of  atnff  at  the 
time.     They  are  the  only  iron  and  steel  maijuraotnreni  wo  have. 

Q.  (By  Mr.  Fab<ji}iiar.)  While  yoa  are  disonulng  this  are  yon  taking  in  the  Job- 
bers' side  of  the  qnetitlon  alone  from  Denver  or  the  mauafaoturers'  sidef — A.  We 
have  comparatively  little  mannfac taring  there. 

Q.  So  that  the  entire  argamont  ia  a«  to  the  Jobbers  T— A.  It  is  all  praotioally  ou 
the  Jobbers'line,  but  wo  want  tocall  attention  to  our  manufaoturos  in  iron,  machinery, 
and  steel  prodact«.    Those  are  the  principal  tbinrs  that  we  have  manufactured  tliure. 

Q.  (By  Mr.  Rifi.bt.  )  Tbe  ease  prosecuted  by  Mr.  Kindel  bad  reference,  however, 
more  partioalarly  to  possible  matin  facta  res,  did  it  notf — A.  Tea;  he  vbb  tftking  np 
mannfactarea  more  especially  with  the  western,  oatlet. 

Q.  We  had  two  distinct  classen  of  prohlema,  une  relating  to  manafaotnred  goods — 
that  raised  by  Mr.  Kindel— and  tbe  one  yon  havu  already  outlined,  having  reference 
to  tbe  position  of  Denver  as  a  Jobbing  center? — A.  We  desire  to  represent  the  mann- 
facturera  as  far  as  possible  also,  but  tbe  jobber  i«  taking  in  all  interests  and  we  are 
more  familiar  with  him. 

Q.  Taking  np  tbe  flrat,  tfien,  with  reference  to  mannfacturea,  how  do  the  rates  on 
raw  materials  compare  with  the  rates  on  manufactured  prodnotsl — A.  Well,  they 
va^.  There  are  some  of  tbe  manul'acturera  that  have  been  able  to  get  in  a  com- 
modity rate  that  relieved  tbem;  others  have  not.  The  matter  has  not  been  thor- 
oughly fixed  with  all  of  tbem.  In  tbe  mRtt«r  of  pig  iron,  a  large  niannfacturer  of 
macbinety  totd  me  recently  that,  although  pig  iron  was  manufactured  tbere  at 
Pueblo,  rfoBe  to  us — a  Colorado  product — they  bought  considerable  pig  iron  in  I'itta- 
bnrg,  although  the  rate  wat  high;  that  the  Coloriulo  fuel  and  Iron  Company  made 
their  price  Just  high  enough  so  that  the  freight  rate  covered  iL 

Q.  The  freight  rate,  then, onarawmiileri^llkethataet«practioa]ly A.  [Inter- 
rupting.} As  a  tariff.  That  is  what  I  claim.  1  tbink  the  rate  Is  given  on  pig  iron 
from  CbicHgo  to  Denver  ns  99.29  per  ton  of  2,240  pounds,  and  on  railroad  iron  uiano- 
factnred  in  $9.60.  There  is  not  much  differeni'e  between  the  mannfaatnred  article 
there  and  the  pig  iron. 

Q.  Is  their  any  community  of  ownership,  as  far  as  yon  know,  between  the  Colo- 
rado Fnel  and  Iron  Company  and  the  railroads,  or  i!o  tbey  operate  to  mutual  advan- 
taf^t — A.  So;  I  do  not  think  there  is  an^.  I  ilo  nut  think  they  are  conneoted  spe- 
cially in  any  way.  Of  course,  the  principal  owners  of  the  Colorado  Fnel  may  be 
large  owners  In  railroads.  However,  I  do  not  tbink  that  that  has  cat  any  particular 
figure 


Q.  (By  Hr.  FniLUPS.)  Can  you  briefly  state  about  the  supply  of  ore  and  ooal  aud 
UnicHioneT— A.  Well,  the  sappiy  afore  and  coal  is  practically  unlimited,  we  think. 

Q,  leitconveniontl— A.  Quito  convenient;  yes. 


Q.  Andtfaecoalf — A.  Tbe  coal  is  quite  convenient 

Q.  Good  qualttyf^A.  Good  quality;  all  the  way  f^m  lignite  coal  to  antbraoite. 

Q.  LimestoneT — A.  Plenty  of  limestone. 

Q.  Is  that  convenient  also  f — A.  Also  convenient. 

Q.  Can  they  not  manufactareiron  as  cheap  there  as  they  conld  in  Pittsburg,  bring- 
ing ore  from  Lake  Superior  f— A.  It  looks  as  tbongh  they  ought  to.  They  get  t£e 
best  quality  of  iron  from  Wyoming,  Jnst  at  the  edge  of  Colorado.  Hartville,  Wyo., 
Is  the  sit«  of  the  iron  mines.  There  ia  qaite  a  good  deal  in  Colorado,  bnt  that  in 
Wyoming  is  the  easiest  to  get. 

Q.  And  yet  tbere  ia  some  pig  metal  ahlpped  tram  Pittsburgf — A.  Yes;  a  greftt 
det^  of  it. 

Q.  Is  that  becanse  the  local  works  are  not  sufficient  to  snpplyT'-A.  I  do  not 
roally  know.     Tliey  have  very  large  works  and  they  are  always  bnsy.     The  Olo- 
rado'Fuel  and  Iron  Company  has  got  the  ground  pretty  well  covered  in  irou  oDd 
.    leed  ana  ooal;  they  have  the  tercltoir  pretty  well  covered, 
y  Hr.  RiPLKV.)  Are  Ibey  independent  of  tbe  United  States  Steal  Corpor*- 
L  So  tbey  say;  I  do  not  know.     I  am  not  able  to  answer  that. 

Q.  (By  Mr.  C.  .1.  IIarkih.)  Why  would  they  ship  in  if  they  were  in  one  of  these 
syndioatasf  If  they  have  all  tbo  facilities  for  making  iron,  why  do  they  ship  it  in 
from  Plttsburgt — A.  If  they  can  buy  it  for  less  money  ttom  Pittabarg.  I  have 
nnderatood  that  the  Colorado  Fnel  aud  Iron  Company  have  not  been  able  to  take 
care  of  all  their  bnaineas  and  that  they  themaelvea  have  been  forced  to  ohlp  In 
material. 

Q.  Yes;  t>at  if  yon  have  all  those  conditions  for  making  iron  there,  and  you  have 
this  protective  freight  rate  which  yon  mention,  one  wonld  think  other  looal  com- 
panies wonld  be  started. — A.  That  is  tme. 


Q.  (Bv  M 
tionT— A.  i 
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(j.  And  iron  ironld  l>e  mannlattiirtid  t— A.  I  presnnie  tUere  will  b«  &  great  nan; 
more  of  them  there.     Culurailu  is  ]iracti(-ally  a  baby  ;  she  is  very  young. 

(J.  (By  Mr.  t'AKijiJHAK.)  Have  the  people  of  cdlurudo  any  desire  to  ro  into  iron 
mauufactnring  iudependent  of  the  Fuel  and  Iron  Company  t— A.  lUiat  I  could 
not  say. 

Q.  Have  there  not  been  many  attempts  made  to  interest  people  iu  iuvoetmeDta  in 
Ironf — Ai  I  am  not  familiar  with  that.  That  in  practically  owned,  I  tbiuk,  by  Col- 
orado oapitalista.  It  was  started  originally  by  the  Wolcotts — Hr.  Henry  Woli'Ott 
aud  Mr.  Ed.  Wolcott. 

lit  uot  a  fact  thai  jou  have  nied  your  capital  in  Colorado  to  mail  e  other 
'  I  in  prcf^renoe  t<i  iron  and  steelf — A.  It  may  have  been  so. 
ot  liecii  a  common  remark  in  Colorado  that  you  have  mountains  of  iron 
there  that  you  will  have  until  yon  get  through  with  other  mure  valuable  indue- 
trieef — A.  Weil,  there  are  many  industrieH  there  to  n  urk  on^iron,  Htce),  cu:tl,  gold, 
aiid  silver,  and  I  presume  there  are  all  kinds  of  metals.  Tliey  olaim  thureure.  How 
much  is  true,  I  do  not  know,  but  there  are  few  people  in  Coloriido  to  hnudle  all  this 
compared  to  what  there  are  in  the  East.  The  population,  I  think,  is  only  some- 
tbiuf; over  half  a  million,  and  the  State  is  a  very  large  place.  It  would  coverall 
^ew  England  and  more  beaides. 

Q.  (By  Ur.  Riflev.)  Do  we  understand  you  to  nay  that  a  large  amonnt  of  iron 
ore  is  actually  at  the  present  time  eoDtrollcd  by  one  compailyT^A.  The  Colorado 
Fnel  has  leiisea  or  the  ownership  of  a  great  denl  of  it. 

Q.  It  has  been  practloally  s  monopoly  up  to  the  present  timet — A.  It  could  ha 

Q.  la  it  the  impression  of  the  people  of  Colorado  that  a  reduction  of  the  rates  on 
pig  Iron  from  Ifae  East  would  result  in  arednction  of  the  price  of  that  commoility  as 
produced  in  Colorodof— A.  The  manufacturers  of  iron  in  Donvi;r  have  ho  statetl  to 
iiiB,  that  thej  considered  that  the  higher  rate  on  jdg  iron  acted  as  rather  a  tariff  for 
the  (Colorado  Fuel  and  Iron  Company.     That  1  am  uuable  to  state  myself. 

Q.  Has  Ibis  matter  been  brought  to  the  attention  of  the  railroads  concerned  I — A. 
I  do  uot  know  that  it  '    - 

q.  (By  Mr.  Fakqui 
pit;  at  Pittsburg  and  in  Colorado T — A.  No.     Tbey  say  it  costs  them  more  in  Coliiradol 


Q.  (B;y  Mr.  Fakqukar.)  Do  you  know  the  diU'erence  in  the  cost  of  manufacturing 
pit;  at  Pittsburg  and  in  Colora<IoT — A.  No.     Tbey  say  it  costs  them  more  in  C(  '   ~~  ' 
The  labor  is  higher,  and  general  expenses  of  that  character  would  be  higher 
oradii.    As  to  the  cost  of  producing  it  or  putting  it  in  the  mill  1  am  unable  to  state. 

y.  (By  Mr.  Kipi.ky.)  Ciin  any  of  the  pig  iron  go  out  to  the  Pacific  coast,  or  does 
any  oftliecoal  goto  the  Paciflo  coast  under  the  rates  now  prevailing  T — A.  lam  unable 
to  answer  that. 

Q.  You  are  not  prepared,  then,  to  say  whether  the  supply  of  coal  in  Colorado 
might  compete  with  the  supply  from  the  northern  Pacilio  coast  at  San  Francisco  if 
the  ritlcH  were  reduce<l  to  a  HufBcient  degreef — A.  Ko;  I  am  not. 

g.  Taking  up  the  question  nf  the  rates  as  they  concern  the  Jobbing  trade,  what 
would  be  the  enect  of  e«tablishiiig  n  new  rate  ba^is  at  Denver,  as  de^red  by  your 
merchants,  in  the  same  way  that  the  rate  basis  exists  at  Kansas  Cltyf  Would  that 
enable  you  to  compete  on  perfectly  emial  lei-mst— A.  I  think  it  wonld  enable  not 
only  ourselves,  but  those  who  are  in  line  with  us,  to  compete  on  equal  terms,  and 
would  not  bean  injustice  lo  any  of  them.  We  rather  think  that  if  we  should  have 
an  equitable  rata  there  that  was  based  on  our  line,  when  there  were  auy  outs  on 
rates  it  would  have  to  apply  to  everything  west  of  it,  and  would  operate  to  prevtqit 
those  cuts  and  smaslies  of  rates,  and  might  bring  It  down  to  an  equitable  liasis.  We 
rarely  bear  of  cut  rntea  to  the  Missouri  River,  bemuse  if  the  rate  was  cut  for  ono  it 
would  apply  to  the  whole  West.  Now,  a  rate  that  applies  to  Denver  does  not  apply 
anywhere  ulso  practically,  and  every  once  in  a  vbi.eth^re  is  a  slashing  of  rates  and 
down  they  go,  aud  people  rush  in  goods,  and  tbu  rates  go  np  again,  and  it  makes  it 
unstable  and  unsatiKlactory. 

Q.  (By  Mr.  Fakijihak.)  What  eflect  wonld  the  establishment  of  a  new  basis  of 
rules,  with  Deuvcras  the  center,  have  upon  the  Missouri  ratesand  the  coast  rates t — 
A.  If  they  based  it  on  Denver,  it  would  depend  entirely  upon  where  they  put  their 
rates.  If  they  left  them  as  thvy  are,  and  then  put  the  ratee  West  as  they  are.  It 
Monid  necesBarily  either  reduce  Denver  to  the  rote  that  now  applies  from  tuo  river 
less  the  rate  to  Denver,  or  they  wonld  have  to  raise. 

(j.  What  argument  in  the  amount  of  tonnage  that  this  new  basis  wonld  make 
would  hold  good  with  the  railroad  menf — A.  I  wonld  be  nnalde  to  speak  on  that. 

(J.  You  are  aware  that  that  is  one  of  the  greatest  reasons  that  enter  into  the  change 
of  all  bnslsl— A.  I  preanme  it  is. 

Q.  If  you  can  not  furnish  the  tonnage,  yon  can  not  be  entitled  to  a  base  line,  can 
yoiiI-A.  No. 

(j.  It  would  bo  simply  n  matter  of  division  oa  to  what  there  is  to  the  west  of  it  and 
what  tlicre  is  to  the  Mixsouri  Biver.     If  you  are  participants  in  ft  lower  nito,  would 
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you  Dot  have  to  show  a  toauage  tbere  to  get  that  Tfttel — A.  We  do  Dot  want  a,  lower 
rate.     We  waat  the  sumu  baais  of  rtite. 

Q.  Yon  want  »  prorate  of  the  tbroagb  rat«?^A.  A  prorate  of  the  through  rate. 

Q.  Now,  what  argumeoC  nan  Denver  give  to  the  Western  traffic  ItneB  for  making  a 
new  base  linof— A.  All  the  aigmnent  we  can  offer  Is  the  amouotof  busiueHs  we  have 
alread;  got  and  wbattbiu  chaoge  would  develop.  It  in  a  new  coantry  and  it  mast  bo 
developed,  but  you  cannot  develop  a  conutry  tmleHH  it  has  ao  outlet  foi  its  product ~ 

not  famish  the  tonnage, 
against  ns. 

Q.  Your  difficulty  In  diBtribiitiou  is  the  fact  that  you.  are  pas'iug  really  ^lissonri 
rat«s,  and  that  in  your  local  dlBtributloii  you  mast  add  all  local  riitcn,  so  that  yon 
have  no  profltT — A.  We  are  not  Diindiiig  the  rattta  in  Colorado  itself  because  every- 
body has  to  pay  the  same.  There  are  points  in  Colorado  where  the  first^cliUiB  rate 
from  Denver  is  $2.50.  Thnt  is  pretty  high.  We  are  not  complaining  of  that  because 
everybody  east  of  us  pays  the  rale  to  Denver  pins  that  rate.  While  it  is  very  exi-e.v 
aive  we  thinlc  at  the  same  time  it  does  not  work  \\  liotriment  to  Denver.  We  are  nol 
fijcuring  on  what  the  rates  will  be;  we  are  simply  figuring  on  getting  to  a  baaie 
Wliere  we  can  compete  with  the  rest.  From  the  ruilroad  standpomt  it  might  not  bo 
practical.    We  are  not  railroad  men,  and  their  aide  might  look  at  it  quite  diflBrently. 

<i,  (By  Mr.  Riplkt.)  Was  there  not  the  same  objection  to  establishing  a  new  bas- 
ing point  at  Kansas  City  a  good  many  years  ago  an  against  Chicago  T — A.  I  do  not 

Q.  If  HO,  would  thure  not  be  the  same  argument  la  favor  of  establishine  a  new 
bosinar  point  at  Salt  Lake  City  over  against  DenverT — A.  That  would  bo  right. 

Q.  Your  people,  then,  could  not  eonsiatoutly  aak  for  the  eatabliahment  of  a  new 
basing  point  at  Denver  without  at  the  same  time  recognizing  the  right  of  a  city  on 
the  west  for  the  same  treatment,  could  theyf — A,  They  could  not;  but  now  tlioreare 
some  goods,  they  tell  mu— I  am  not  familiar  with  them — that  yon  can  ahip  from  the 
East  to  San  Francisco  and  shin  back  into  Utah  to  the  Colorado  line  praclioally  for 
less  money  than  we  can  ship  them  to  Denver  and  from  there  to  the  Colorado  line. 

Q,  Would  that  be  possible  from  Chicago  f — A.  No;  becauae  the  rate  ia  bo  moch  less 
in  proportiou  from  Chicago  to  the  coast. 

i),  t  thought  I  understood  you  to  say  that  the  rate  ttaia  Chicago  to  the  coast  is 
tliu  same  as  the  rate  from  New  York  to  the  coast! — A.  That  ia  right;  but  our  rate 
from  Denver  is  so  much  higher  to  the  cooat  than  it  is  from  Chicago  there  in  propor- 
tion, and  thi'U  onr  rate  out  to  Denver  from  the  East  in  so  much  higher.  CbicHgo  has 
n  better  rate  to  Utah  and  Montana  common  ^loints  in  proportion  than  we  have. 

s  it  against  the  jobber  in  Chicago  now  that  you  contend  or  against  the  jobber 
,v  York  r— A,  Well,  it  is  againat  all  of  them  in  one  aenae,  becauae  all  of  Ibem 
liave  a  better  rate  to  thoae  points  timn  we  have. 

Q.  As  a  matter  of  fact,  where  is  the  center  of  the  jobbing  business  with  which  yon 
have  to  contend  f  Is  it  in  the  far  East,  in  New  York,  or  ia  it  at  ChioagoT— A.  Well. 
Chicago  and  the  Miaaouri  River  points  do  the  principal  business  there.  They  all 
cover  It  pretty  tlioroughly. 

Q.  What  is  tho  argnmetiC  for  glvingChicago  the  same  rate  to  the  Pacific  coast  that 
New  York  enjoys? — A.  I  presume  the  manufactured  articles  that  thoy  make  similar 
to  those  made  in  New  York  justify  them  in  having  the  same  nkte.  It  ia  a  ahortei 
distance. 

Q.  One  is  nractically  1,400  milea  nearer  8aii  Franciaco  than  the  other  and  ypt  they 
both  enjoy  Uie  eame  rat«  at  the  present  timet — A.  Yes. 

Q.  The  rate  from  New  York  to  San  Francisco  would  be  conditioned  by  water  com- 
petition, 1  suppose.  Would  that  apply  in  the  case  of  Chicago  alaoT — A.  No;  I  think 
not.     I  hardly  know  how  Chicago  could  Iranaport  there  by  water. 

Q.  The  difficulty,  then,  which  you  have  in  meeting  competition  from  the  East  is 
from  both  New  York  and  Chicago,  or  from  any  center  eoat  of  the  Mississippi  River 
regardless  of  distancet— A.  It  is  Item  any  point  east  of  Denver  really.  They  all 
have  a  better  rate  or  combination  of  rates.  All  the  rates  west  of  Chicago  take  the 
eastern  basia  of  67  cents  tirst  class;  all  west  of  St.  Louis  take  a  baaia  of  87  cents  to 
St.  Louis,  and  west  of  the  Missouri  River  I  think  it  is  $1.47.  They  all  have  this  same 
basis  and  their  rates  are  all  the  same  to  these  points  west  of  Denver,  Kansas  City, 
Omaha,  St.  Joseph,  Chicago,  St.  Louis,  all  river  points — the  rates  added  from  the 
Atlantic  Hcaboard  are  the  same, 

Q.  From  yonr  statement  we  understand  that  there  is  some  gronud  for  complaint  is 
the  granting  of  commodity  rates  to  the  Pacitic  coast.  Will  you  explain  n  little 
furtherT — A,  There  are  special  rates  made  on  curtain  items  that  have  been  brought 
before  the  Western  Classification  Commitf«e.  by  which  they  were  taken  out  of  the 
class  they  were  in  and  placed  in  a  class  of  their  own,  a  commodity,  as  they  term  it, 
having  a  special  rate. 

Q.  Will  you  name  some  of  those  commodities  which  have  been  granted  apeoial 


1.1.'; 
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Tnte^l—A.  These  commcxlitiM  vary.  From  New  York  tbe;  are  one  kind  and  from 
tlie  Missouri  Kiver  tbey  are  anothar.    They  are  iDBde  to  6t  tbe  SUte. 

Q.  Do  they  ntiply  eignuUy  to  all  ahippers  in  thoae  Stat«8f — A.  Yes;  I  nnderatand 
they  apply  equally. 

Q.  TliFV  arenot  in  thonatnre  of  iodiTldaaldiBeriminatioDsl — A.  No. 

Q.  Is  tSe  pTactice  of  giving  rebates  or  obtainine  tbem  in  one  form  or  another  at 
all  prevalent  in  the  West  f— A.  It  has  been.  There  nae  been  none  ofit  done  for  qnit« 
a  irhile  that  I  know  of. 

Q.  How  do  yoii  acconnt  for  its  disappearance t — A.  I  preanme  by  an  agreement  of 
the  THitroods  to  maintain  the  rates. 

Q.  Ivor's  the  Western  oIosHifloation  prove  oppreMive  at  all  on  the  varlons  lines 
of  hnaiiiesB  that  are  concerned  I-- A.  It  may  tn  some  oases,  but  I  am  not  familiar 
with  it. 

(^.  liave  any  a^lvances  been  made  in  rates  in  that  territory  in  the  last  year  and  a 
half  or  2  ycantT^A.  No;  the  rates  have  practically  stood  tbe  same  on  flrtt-olasB 
litiBiiiOBS,  Huch  ax  I  am  familiar  with. 

(j.  Von  have  heanl  of  no  complaints  beoanse  of  a  general  increase  of  the  ctasxifioa- 
tiiinf — A.  None  nfaatever. 

Q.  How  about  the  distinction  between  carload  and  less  than  carload  rates)  la 
that  difltinction  nHoally  inade  In  the  Wes'tom  territory  t — A.  I  know -very  little  about 
that.  1  know  of  no  it«ms  in  my  line,  or  any  that  1  nm  acqnainl«d  with,  where  we 
get  carload  rates. 

Q.  Are  there  any  commoditisB  that  go  through  from  the  East  on  a  carload  rating f— 
A.  I  do  not  know,  except  that  Chicago  bos  a  carload  rate  Into  Montana  common 
points.     We  have  none  in  Denver. 

Q.  Does  not  that  oiierate  to  abnt  yon  oat  of  that  l«rritoryf~A.  That  has  the 
elTect  of  operating  against  ua. 

Q.  (Itv  Mr.  C.  .1.  HARniH.)  Are  von  quite  sure  they  do  not  have  carload  rates  in 
Denver!— A.  Yes:  on  sboes,  1  am. 

<(.  I  munn  on  any  commodity  t — A.  None  that  I  am  fiuniliar  with.  There  may  be 
nniinilier  of  iti-ma,  but  1  am  not  familiar  with  thom.     I  presnniH  tliere  are. 

(J.  (Ily  Mr.  KiPUtv.)  How  about  that  rout"  by  the  Fort  Worth  gateway,  whioh 
is.  I1H  I  understood  you  to  say,  over  the  line  of  the  Southern  Pacitii;  roadT  Whut  is 
the  reason  for  the  difl'ereDtial  there  I— A.  That  in  the  diiferenoe  by  water.  They 
haul  by  water  to  New  Orleans,  and  then  the  Southern  I'ncifio  take*  it  to  Kort  Worth, 
and  the  Colorado  Routhem  nnd  the  Denver  and  Fort  Worth  to  Denver. 

(J.  That  constitutes,  then,  at  Denver,  competition  with  tlie  Union  Paclfle  and 
othorroadsT — A.  Yes;  with  all  through  lines. 

Q.  Suppose  by  railroad  consolidation  that  gateway  were  closed  and  that  difl'ereD- 
tial were  cut  off,  how  would  that  operate  ns  far  as  Denver  ih  concerned  t — A,  I  think 
It  wonld  make  us  all  a  $2.72  rate.     It  might  not. 

Q.  [b  there  a  considerable  volume  of  basiness  that  comes  in  by  that  line  at  Ihe 
present  tinieT— A.  Quite  a  good  deal. 

Q.  Mainly  of  the  lower  claHBesf— A.  Of  a  general  class.  I  think  they  hani  ijnito 
a  good  deal  of  Unsiness  by  that  roiit<«. 

y.  Sappoee  (he  I'liinn  i'acili<;  nnd  the  Sonthem  Faci fie,  whioh  ha<l  lieen  hpretoforo 
competitors,  arc  consolidated ;  would  tbe  eftoct  of  that,  in  your  judgment,  be  to 
remove  this  39  cents  advanta^,  or  would  it  have  any  efTectf— A.  That  is  problem- 
atical. It  would  depend  entirely  on  tbe  managemeiit.  It  might  be  they  worild 
think  beat  lo  close  it,  and  then,  again,  they  might  be  able  to  haul  the  goods  cheaper 
by  water,  and  wonld  prefer  to  leave  it  open  and  haul  by  water  rather  than  haul  by 
rail  at  a  higher  rate. 

(J.  What  is  the  judgment  of  the  merchants  of  Denver  as  to  the  consolidation  which 
has  been  effected  between  the  Union  Pacific  and  the  Southern  Paciflcf — A.  Some 
think  It  will  be  no  disadvantage,  while  others  think  it  will.  Personally  I  think  it  is 
problematical. 

Q-  Are  yon  familiar  at  all  with  the  terms  on  which  the  combination  of  the  South- 
ern PnciKc  and  tbe  I'nion  Pacific  was  mailet — A.  No, 

(J.  Other  conaolidatione  in  that  territory  have  been  mentioned  in  the  papers. 
Have  you  any  knowledge  respecting  any  of  them  t — A.  Nothing  but  the  newspaper 

Q.  What  are  some  of  these  consolidations! — A.  In  the  roads  of  Colorado,  the  Den- 
verand  Kio  Grande,  tbe  (.lolorojlo  Sonthem  and  the  Colorado  Midland.  A  short  time 
ago  the  Colorado  Soutliem,  by  newspaper  report,  acquired  a  half  interest  in  the 
Colorado  Midland  and  also  In  the  Kio  Grande  Western,  that  rnuB  fVom  the  Colorado 
line  west  to  Salt  Lake.  They  elected  tbe  Colorado  Sonlhem's  prsBident  president 
of  the  Colorado  Midliind,  and  tbe  president  of  the  Kio  Grande  Westem  was  made 
vice-president  of  tbe  Midland.  Now,  since  that,  they  claim  the  Missonri  Pacifiohas 
acquired  control  of  the  DenvernndKio  Grandeandahalf  interest  in  the  Eio  Grande 
Western,  and  it  is  rumored  that  they  are  endeavoring  to  get  control  of  tbe  Colorado 
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Southern.  In  that  oase  th«y  woald  have  all  the  roads  practically  in  the  Stnt«.  W« 
Ao  not  know  what  eltect  it  Mould  have  if  tbey  did  get  them, 

<^.  {By  Mr.  Faiiqihah.)  What  tianacontinental  line  would  control  thoae  Colorado 
roads  f-— A.  The  Miagouii  Pacific  haa  the  Denver  and  Rio  Grande  nnil  ia  trying  to  get 
tlie  Colorado  SonChem.  Then  It  wan  reportad  that  the  Union  Pacific  was  trying  to 
feet  the  Colorado  Southern.  If  the  Union  Pacific  sot  it,  it  would  amount  to  two 
different  owuershipB,  two  different  tiranBaoutinent&riines. 

Q.  (By  Mr.  Riplry.)  What  if  the  MisHouri  Pacific  acquired  itt—A.  It  would  «U 
bo  under  one  ownership  and  control. 

Q.  DooB  the  absorption  of  the  Chicago,  Burlington  aud  Quiuey  by  the  northern 
transcontinental  lines  have  any  meaning  for  DenverT — A.  Not  that  I  am  aware  of. 

Q.  Biipposc  all  the  roads  In  that  territory  are  Anally  gathered  Into  two  or  three 
Important  aystems ;  would  that  in  any  way  reduce  the  enectlveness  nf  competition 
aa  it  oziBts  tLeret— A.  It  woald  certainly  redaoe  competition.  As  to  Its  effeot,  thftt 
would  depend  entirely  on  tlie  management. 

Q.  You  complain,  as  repreKenting  the  merchants  of  Denver,  of  the  unreasonable- 
ness of  the  rates  to  Denver  and  Horn  Denver  to  the  Pftcifio  coast.  How  does  it  come 
about  that  the  competition  that  has  existed  there  between  Qve  roads  has  not  remedied 
that  condition  t — A.  I  am  unable  t«  state. 

Q.  Is  there  any  evidence  of  Joint  octlon  or  BKTeemeut  In  any  way  to  pmveni  a 
break  in  rates  I — A.  The  simple  fact  that  they  allnave  tb<-  same  rate  and  have  main- 
tained it  very  finnly  with  reference  to  Denver  would  indicate  that  they  must  have 
on  agreement  to  maintain  that  rate. 

Q.  Is  it  possible  at  the  prewnt  time  for  any  of  thpse  local  produot«  of  Colorado  to 
get  out  to  the  Pacific  coostT— A.  I  am  nnsble  to  answer  that.  The  Colorado  Fuel 
and  Iron  Company  being  the  only  monnfactnrers  of  iron,  1  pn>Btime  they  have  tbelr 

y.  Will  there  he  any  effect  on  the  traffic  sitnation  in  that  territory  by  the  con- 
Ktruction  of  this  new  road  which  is  now  being  pushed  bySenator  Clark  of  Uootanaf — 
A.  I  am  unable  to  say. 

Q.  Tliere  is  no  opinion  prevailing  in  Denver  on  tliat  mattert — A.  None  that  I 

Q.  Yon  spoke  some  time  oco  about  what  yon  called  an  arbitrary  blanket  rate 
applying  to  New  Hexioo.  Is  tnat  in  the  way  of  a  discrimination  against  Denver  f — 
A.  No;  that  is  in  favor  of  Denver. 

Q.  Will  you  explain  iti — A.  They  made  a  conditional  rate  with  the  merohRnts 
that  if  we  would  give  them  so  much  tonnage  coming  into  Denver,  they  n  onld  give 
us  a  oonipetitlve  rate  going  out  of  Denver,  which  would  enable  us  to  meet  the  rates 
in  New  Mexico  and  open  up  quite  a  little  territory  to  Denver  that  we  would  not 
otherwise  be  able  to  get  into.  That  was  done  through  the  Denver  merchants 
tfaemselves. 

(J.  Did  theoompotiiiouof  any  other  road  make  that  particularly  easy  to  obtain  ? — 
A.  No;  there  was  do  other  rood. 

Q.  Has  the  extension  of  the  Atchison,  Topeka  and  Santa  Fe  road  to  San  Francisco 
had  any  effect  upon  your  rHtesf^A,  None  whatever. 

Q.  Is  there  any  coinpetitiun  in  the  jobbing  bnsltiess  ftom  San  Francisco  bkck  into 
Denver  territory  T— A.  Comparatively  little. 

(j  Or  anycompetiiion  of  mannfactnrers at  San  Fraocisoowlthmanufacturerswho 
might  bu  interested  at  Denverf — A.  Not  that  I  am  fiimiliar  with. 

Q.  Do  you  know  of  any  man  u  factoring  eatabiishmenta  at  Denver  which  have  been 
dietinctly  disconraced  and  have  failed  of  organization  because  of  the  rate  Hystem  in 
freights f— A.  No;  1  do  not.  There  have  been  a  number  of  failures,  but  I  do  not 
think  tbey  can  beatlrihuted  to  freight  rates.  There  areothercansee,  prol)abiy,  that 
have  more  to  do  with  it. 

Q.  The  statement  has  been  made  before  this  commission  that  when  the  paper  pulp 
mill  was  founded  at  DenviT  the  railroads  endeavored  to  discriminiite  against  it  and 
prevent  its  suocessful  operation.  Have  you  anv  knowledge  respecting  thiitf — A. 
Well,  1  am  not  familiar  with  that,  bnt  I  hardly  think  that  probable. 

Q.  That  indastry  is  prosperous  at  the  present  timet — A.  It  has  Just  gone  out  of  the 
hands  of  a  receiver. 

Q.  What  werethe  causes  that  led  to  the  establishment  of  cotton  mills  at  Denvert — 
A.  Ido  not  know;  they  were  established  before  I  went  there. 

Q.  Have  they  boen  successful T— A.  I  think  tbey  have  failed  once,  bat  whether 
that  was  on  the  account  of  management  or  of  freight  ratee  I  am  unable  to  say.  I 
think  tbey  are  running  now  quite  successfully. 

Q.  le  their  labor  foreign  bom  or  native  American  f—A.  Part  of  it  is  Massachusetts 
Imported  labor  and  the  balance  is  native. 

Q.  Do  yon  know  whether  the  labor  conditions  there  were  so  favorable  that  tbey 
oould  establish  the  Indnstry  in  spiteof  the  high  fteight  mtOH  prevailing  on  cotton  f — 
A.  Onr  lalKtr  conditions  there  are  not  advanlageoua  to  any  manufacture.  Wages  of 
labor  are  higher  than  in  moat  places. 
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Q.  Hkve  yon  an;  knovlAdge  reapectlag  the  rates  on  the  raw  cotton   from  tbe 
Bontb  f — A.  I  am  not  familiar  with  the  rates  on  cotton. 
<i.  How  abant  the  rates  on  Colorado  hnrd  cool,  of  which  yon  have  apoken.     Does 
'  "    '        '  -  -      .  -■     .  -     ;oiupetitii         '      ' 

(i,  (Br  Mr.  Philmi-s.)  Do  roii  haveasgoodqiialityof  anthruciteooalos  theybave 
in  the  AlleKbeiiy  KaDgeT—A.  Well,  1  <lo  not  tblnk  it  is  oa  good  as  the  beat  nf  the 
FnniiHy Ivania  cohI,  but  it  ia  better  than  a  Kood  deal  of  Ponnsylvania  coal  that  I  have 
need.  I  mean  a  hard  cual— nutbracile.  There  in  renlly  little  difference  in  my  esti- 
mntion.     1  have  imed  both,  , 

(J.  Are  there  largR  quantitiea  of  anthracite  coal  thoreT— A.  Tbeys»y  there  is  ijuitt- 
A  icood  deal.  They  get  ont  connidi'rable,  and  they  nny  there  ia  plenty  of  it  to  be  had 
in  tbe  monntaina. 

Q.  (By  Mr.  Riplky.)  That  hard  eoal  might  be  placed  in  Chicago,  1  aiippo»e,  in 
eompetition  nith  the  production  of  tbe  FennaylvaniB  flelda  t — A.  That  makes  it  long 

.  They  nay  it  JB  quite  large  out  in  tbe  moantaius 
„  ,      .  -        .  "B  able  to  eet  at  it,  there  la  obandance  of  it. 

Q.  In  tbe  case  of  Kiudel  p.  Tbe  Atehiaon.  Topeka  and  Santa  Fe  Railway  Com- 
pany, 1  find  that  tbe  Soothern  Pacillo  Railroad  volnntaril;  aooorded  Deaver  Miaaonri 
River  rates  on  weatboand  buainess—biit  refnaed  to  accord  it  on  eDat-boand  bneiiiese. 
Dooa  that  difference  atill  prevaill^A.  I  am  unable  to  atate. 

Q.  Are  the  same  ratea  in  force  on  weet-bonnd  buslneMt — A.  To  tbe  coaitf 

Q.  From  Denver  to  tbe  coaotT— A,  No;  those  rates  were  to  go  int«  effect  some 
time  tbia  month  uiiluaa  they  were  stopped  by  the  oonrt. 

Q.  Will  that  uHoct  bnainesA  to  any  coaeiderable  degree  in  Denrert — A.  I  do  not 
think  tliat  it  will.     1  am  unable  tu  state. 

Q.  Tbia  case  which  waa  prosecuted  before  the  In teratate  Commerce  Cnni mi aai on 
was  decided  tu  1900,  and  the  deciaiou  waa  apparentl^v  favorable  to  the  conteution  of 
Denver,  Has  any  modification  of  rntes  by  the  railromla  followed! — A.  Not  yet. 
They  were  to  take  effiut  aome  time  this  mouth,  aa  I  have  atated. 

Q.  In  that  case,  then,  the reoommeniiationa  of  the  Interstate  Commerce  Couimiaaion 
have  lieen  actually  effeetivef— A.  Not  until  the  courts  pass  upon  it;  uutil  theoonrta 
have  decided  favorably  to  the  Tnteratate  Commerce  Commiaaion'a  report.  Now  it  la 
a  (iuohClou  whether  the  rallroada  will  put  that  into  ofTeot  or  carry  it  higher. 

Cj.  In  other  words,  they  are  entirely  independent  of  tbene  deciaiuusf — A.  !^o  fn~ 

Q.  Are  the  merchants  of  Denver,  then,  favorable  to  tbe  enlargement  of  tlio  p>aurB 
of  the  Int«rHtiite  Commerce  Commii;sion  or  a  rearraugemeiit  of  appeal  Ui  tbe  courtH 
in  such  a  way  an  to  make  itn  decisiona  elective  and  hindinfc  at  once F— A.  Vvs;  we 
think  tlie  luteratatG  Commerce  CommisHiou  ought  to  have  more  power  thiin  it  has. 

Q.  liepresentinB  the  1  lenver  Chamber  of  Commerce,  would  yon  say  that  the  pro- 
vldioUH  of  the  Cnllom  bill  were  regardB<l  as  fair  to  both  intereatsl — A.  I  am  hardly 
Amiliar  enough  with  the  provisions  of  tbe  Cullom  bill  to  answer  that  for  the 
chamber. 

Q,  Take  tbe  provision  enlarging  the  powers  of  the  Interstate  Conin'.erro  Commis- 
sion, giving  it  the  power  to  approve  the  rates  promulgated  in  tbo  first  instance  by 
the  railroads.  Would  your  rhumber  favor  such  a  provisiont — A.  I  think  so.  I 
would  peraonally. 

Q.  Would  tliey  go  further  than  that  and  favor  the  granting  of  power  to  promul- 
gate rates  in  tbe  first  iustanoet— A.  I  think  nut. 

Q.  What  wonid  be  tbe  objoctioni— A.  I  think  the  ownership  of  the  railroads 
ought  to  have  tbe  right  to  name  tbeir  rate"  in  the  firat  place,  because  conditions 
vary  so  materially  thai  members  of  a  conmiissioii  who  are  not  in  tbe  rail  road,  bnsi- 
nens  would  be  unable  to  state  what  a  rate  should  be.  A  rate  that  would  be  consid- 
ered very  eitravagant  from  here  to  Denver  wonld  not  be  extravagant  in  Colorado. 

Q.  Are  the  rates  the  same  from  the  Kaat  into  Colorado  that  they  are  from  Colorado 
to  tbe  East  on  the  aanie  commodities? — A.  I  think  they  are.  There  may  be  some 
difference  in  them,  but,  as  a  rule,  I  think  tbiy  —  "' 


Q.  The  statement  has  been  mode  before  this  commiasinn  that  you 
transport  commoditica  west  bound  over  the  transcontinental  lines  at  very  much 
cheaper  rates  than  yon  can  transport  those  same  commodities  back  to  the  initial 
point.— A.  It  may  b<i  an  when  there  ia  a  cut  In  rates,  but  I  think,  as  a  rule,  they  are 
about  tbe  same.  There  may  be  exceptions,  too,  in  rejected  or  damaged  goods  nom- 
ing  back  this  way,  that  may  bo  returned  in  a  certain  time  at  a  half  rate  to  the  East. 
The  rule  varies  materially;  so  I  donot  think  we  could  cover  that  by  "''e8"or."no." 

Q.  Are  tbe  tranaportation  faoilitiea  in  that  country,  as  a  whole,  satiafactory  to 
Hbippers  in  time  and  Korvicet— A.  They  are  very  good,  indee^l ;  there  is  no  oomplalnt. 

Q.  And  it  is  perfectly  easy  to  obtain  a  nettlemcnt  and  eatiefaotion  of  claimaf — A. 
We  hftve  very  little  trouble  on  that  score. 

().  Eelations,  then,  ore  generally  burmonionat — A,  Qenerully  haimonioua.       , 

.  .ooglc 
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Q.  (By  Hr.  Farquhar.)  In  what  nectioQH  !□  Colorado  nnd  elaowhere  do  ;ou  mar- 
ket your  goods  I — A.  We  pra<:tieaUy  cover  all  the  Rtote. 

Q.  1«  tliere  muctt  diDcrcDceiu  tile  wagea  paid  iu  Denver  nnd  iu  Chicago  in  boot 
and  hhoe  manufacture!^ A.  Wo  do  not  manufacture  any  nlioes  in  Denver  at  all. 

Q,  You  job  thementirelvt— A.    AUogRther. 

Q,  (Ry  Mr.  A.  L.  Harris.)  When  would  you  have  the  liuding  oC  the  Intemtate 
■  Commerce  Commigaion  go  into  efiect — direct  from  the  finding  of  the  ronimissiou,  or 
should  it  be  merely  the  basis  for  a  auitt — A.  I  t]i1nk  it  should  be  direct  from  the 
commission,  giving  sufHcient  time. 

(J.  Subject  to  appealf— A.  Subject  to  appeal,  certainly;  I  tliink  there  ahonld  Im' 
ample  time  to  take  the  matter  np. 

(J.  (By  Mr.  Ci.arkb.)  In  case  of  appeal  would  you  have  it  go  into  eflTect  imme- 
diately or  await  the  judgment  on  nppeal  f — A.  I  should  think  yim  would  have  1o 


Q.  {Kj  Mr.  Itli'LKY.)  How  about  meotiiif:;  tbeoxpenae  cif  prosucutinf;  a  oose  in  that 


wait  lor  jndgoient  ou  appeal, 
"    (ByMr.Kll'L«Y.)  Howi 

In  this  leading  ca»e  prosecuted  by  tbo  Denver  Cbiiniber  of  Ci 
that  OK|ien>ii<  considerable f — ^A.  Yos;  that  was  paid  partially  by  the  chamber  and 
partially  by  donation  ol'  Mr.  Patterson,  of  the  Kocky  Mountain  h'<iwa,  who  tiiok 
qnite  an  active  interest  in  it. 

<j.  (Ily  Mr.  PHiLLfPfl.)  I  wish  yon  would  give  ub  some  information  concerning  irri- 
gation and  water  storage.  Have  you  anything  prepared  iilong  that  lineT— A.  No;  I 
am  not  prepared  lo  give  any  particniar  inforniatiun.  Wo  would  like  to  call  the 
atteution  of  the  aouiniission  and  would  be  glad  to  have  you  look  over  onr  coDdltionn 
out  there. 

Q.  Have  yon  a  HyKtem  of  irrigation  there  nowf — A.  They  do  a  great  deal  of  irri- 
gating privately. 

<i    (liy  Mr.  Faiihuhar.)  Have  yon  any  public  or  national  irrigation T — A.  No;  we 

Q.  (Hy  Mr.  I'liiLMPS.)  Has  the  private  irrigation  been  profitable  and  advanta- 
geous so  I'arf — A.  It  has  been  very  ndvantaaeonii.  Where  they  irrii;atc  tbey  raiirn 
splendiil  crojis.  Tiiey  have  been  testing  tne  eugarboet  industry,  and  tliat  hit" 
proven  to  be  a  great  beet»ut;ar  conntry.  Tlie  Rocky  Ford  dixtrict  ilaim  that  they 
nave  produced  more  itacrharin  and  with  a  greiiter  degret!  of  puritv  than  any  other 
place  m  the  world. 

Q,  And  that  is  done  byirrigation? — A,  Altogether;  it  gives  them  a  longer  wftoti. 
They  say  tbey  can  mu  a  sugar  factory  qnite  a  good  many  itays  longer  than  Ihey 
can  in  any  other  district,  owing  to  the  dryneas  and  to  thi'ir  ability  t"  irrij-air. 
They  have  now  3  beet-sngar factories  running — I  being  constrniti'd  Ibin  anuimer — 
and  they  are  preparing  for  another.  There  ia  a  vast  territory  of  splendid  8i)il— I 
conld  not  say  how  many  million  acres;  Mr.  Harris  niny  knciw  tiotter  titan  I  do. 
How  many  million  acres  are  there  east  of  the  monntainsf 

Mr.  C.  11.  )Iarri!4.  Millions  and  millions  of  acres,  but  the  tronble  is  there  is  nut 
water  enough.    All  the  land  is  good,  but  I  do  not  suppose  a  hundredth  part  of  it  ia 

H.  (Uy  Sir.  I'HiixiPB.)  Would  you  not  have  the  water  to  irripatfi  a  very  consider- 
able portion  of  itt — A.  People  who  are  familiar  with  it  say  tliat  with  reservoirs  in 
the  nionn  tains,  that  could  be  built  easily  by  bloiking  the  gullies  between  the  moun- 
tains, we  could  irrigate  a  very  considi'rable  purtion  of  it.  There  is  an  awful  snoir- 
fall  in  tlio  mountains,  and  it  runs  off  rapidly. 

Q.  Y.iu  linve  quite  an  industry  in  raising  cantaloupes t— A    The  Rocky  Ford. 

if.  Are  they  roised  by  irrigationl— A.  Altogether. 

(j.  I  know  they  are  shipped  East. — A.  We  get  very  little  rain  there  at  any  time. 

y.  What  crops  chiefly  ore  raised  by  irrigation  in  your  section f— A,  In  the  valleys 
there  is  a  great  deal  of  whi'atj  .pntatoes,  and  hay,  anil  a  great  deal  of  fruit.  Over  in 
the  Grande  Valley  they  raise  very  good  fruit;  tbey  do  not  raisu  much  grain. 

Q.  Have  yon  agitated  the  subject  of  public  irrigation  by  the  State  or  llovem- 
mentt — A.  It  is  only  recently  they  have  commenced  agitating  it>  It  has  been  agi- 
tated to  some  extent  for  quite  a  while,  but  not  strongly;  but  now  we  feel  it  is  time 
to  advocate  it  jiretty  strougly,  especiall.y  amre  they  have  devetopt^  what  beets  will 
do  there,  and  for  a  while  they  thou(;ht  they  could  not  raise  anything  hardly.  Itnt 
now  that  we  have  got  water  in  nnd  irrigated  the  ground  we  And  we  can  raise  alnioat 
anything  out  there. 

Q.  Have  yon  anything  to  volunteer  further  that  we  havonut  covered  1 — A.  Nothing,    . 
I  believe.     I  am  »orry  I  have  known  so  little. 

Mr.  rmr.ui's.  We  think  you  have  given  us  a  great  deal  of  information.  In  behalf 
of  the  eonimission  I  desire  to  thank  you  for  your  appearance  before  ns  and  for  your 
very  interesting  and  profitable  atatenients. 

The  WiTKKSs.  If  I  have  been  of  any  heneflt  I  am  glad  of  it,  and  1  thank  the  c«m- 

(Testlmony  dosed.)  ^  .   ,.,.di    GoOqIc 
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TEBTIMOITT  OF  HE.  JAKES  MORTOK  LAHGLET, 

Ftprcaenling  the  Merthantii'  AnocialUm  of  .V«u>  ¥ork. 

The  eommiaBion  met  at  10.55  n.  m.,  Mr.  Farqnhar  preaiding.  At  tbnt  time  Mr 
JanicB  Morton  Laiigley  vaa  iatrodnced  bm  a  nltneoa,  aud,  being  first  duly  nwom 
tesrili<>d  (U9  followB: 

Q.  (liy  Mr.  Kakquhak.)  Yon  may  now  Kivii  tout  narae  and  addi«eB.— A.  Jiunee 
Miirlon  Langley,  New  York  Life  Huildinj;,  New  York. 

<j.  Do  yoQ  bold  some  ofUcial  paeition  witti  the  Merchants'  AsHodation  ol'  New 
YorkT-— A.  You  contd  scarcely  call  it  offloial;  tbat  U,  1  have  no  title.  I  am  direetly 
in  cbarKo  of  ttniisportivtioii  matters  for  the  associatioti. 

Q.  How  long  has  the  Merchants'  Association  been  established  T — A.  Fonr  years. 

Q.  Of  nhat  class  of  biisinexs  men  is  it  composed  f— A.  All  classes.  It  has  1,300 
members,  and  is  not  restricted  to  nny  particular  ciass;  it  includes  merchants,  manu- 
facturers, UanlierH,  and  it  ramifies  generally  into  all  linen. 

Q.  Have  yon  an  eatnlilinbed  bemlquaiters  in  New  York  City;  and  if  so,  where t — 
A.  New  York  Life  Bniidiii^. 

Q.  What  is  yonr  form  ol  meuiburship,  simply  voluntary,  or  do  yon  Iiave  a  resnlar 
memberabip  with  annuul  fites,  etc.  t — A.  We  have  two  classes  of  memberit;  ilirect 
members  and  what  we  call  associiite  mem  tiers.  The  direct  memherH  piiy  an  ununal 
fee  of  $25;  the  associate  members  pay  nothing.  The  associate  tncnibers  are  distributed 
thronghont  the  United  Stat«a.     I  think  there  are  thirty-odd  thousand  on  out  books 

q.  Can  yon  state  brlefi^  the  aims  of  tbe  aasooiationl— A.  Well,  as  stated  it  is  to 
foster  the  trade  and  wellare  of  New  York,  but  that  Is  oomprcbcnEtive  enough  and 
covers  the  ground. 

Q.  Was  it  brought  into  being  on  acooiintufiliscriminating  rales  as  against  tbe  city 
of  New  York  anil  diltereutiAla  in  favor  of  other  citiest— A.  It  beciime  necessary 
through  tbe  practice  on  tbo  part  of  certain  nillways  to  make  cheaper  passenger 
fares  Itom  certain  points  to  trade  centers.  Take,  for  instance,  St.  Lonis.  There  ia 
a  certain  territory  which  is  assnmeil  to  be  tributary  to  St.  l>onis  as  n  market.  The 
railruail  introduced  the  system  of  exonrsion  rales  with  the  object  tif  encouraging 
merehants  to  go  to  market.  That  nas  granteil  to  western  competing  points,  and  it 
naturally  had  an  infiiience  in  dtvrrlibf^  trade  from  New  York.  Take  a  u>e  reliant  out 
in  a  small  town,  and  if  tbe  qncotion  arises  in  his  mind  as  to  whether  hu  should  buy 
goods  In  St.  I.oois,  or  Chicago,  or  New  York,  the  existence  of  these  reduced  rates 
would  assist  bim  in  making  np  his  mind  which  trade  center  he  would  visit;  ODd 
naturally  alter  having  gone  to  tbat  trade  center  tbe  dealers  there  would  probably 
Bull  bim  all  tbe  goods  he  would  reiiuire.  In  a  sense  tbat  was  a  discrimination  itgainst 
New  York. 

That  was  perhaps  the  main  ruaaon  why  the  Merchants'  AHsociatioii  was  estab- 
lisbod.  There  arc  other  ili  scrim  in  at  ions,  but  tbe  one  I  have  just  rtrferred  to  brought 
the  matter  to  a  focus  and  resulted  in  thecreatiim  of  tbo  iiSMOciation. 

We  have  always  taken  tbe  stand  in  New  York  tbat  if  there  were  i 
tions  New  York  would  stand,  figar»tively  Hpeakin^,  upon  Ita  own  bottom; 
have  never  si  I  ice  we  have  been  In  existence  asked  a  conceiw  ion  from  a  railroad. 


k  is  equality  of  opportunity. 
One  of  the  first  active  steps  ta 


One  of  the  first  active  steps  taken  by  the  association  was  Co  try  and  have  the  rail- 
roads grant  to  New  York  tbe  same  privileges  that  they  were  granting  to  other  trade 
centers;  that  is  particularly  in  connection  with  this  reduced  rate  matter.  Instead 
of  charging  2  full  fares,  the  roads  had  charged  in  some  instances  a  fare  and  a  tifth, 
and  in  other  instances  a  fare  and  a  third  for  tbe  round  trip. 

Q.  Were  Philadelphia  and  Boston  enjoying  excorsion  rites  at  that  timef — A.  I 
think  not. 

Q.  New  York  eompetes  quite  as  directly  and  severely  with  Philadelphia  and  Bos- 
ton as  it  does  with  St.  Loais  and  Chicago,  does  it  not  I — A.  I  should  sny  yea. 

Q.  Then,  in  aekingTor  discriminating  rat«s  in  favor  of  New  York,  you  ask  to  have 
an  advantage  over  Philadelphia  and  Boston,  do  yon  not  I— A.  We  do  not  ask  for  dis- 
criminating rates.  That  is  hardly  a  correct  way  to  put  it.  We  have  t-aken  the  posi- 
tion that  we  would  prefer  to  have  this  entire  practice  abolished.  We  have  told  tie 
railroads  time  and  again  that  whenever  tbey  were  reiuly  to  stop  that  practice  we 
wontd  stand  with  them  and  assist  tlicin  iu  doing  it;  bat  so  lung  as  they  would  per 
sis',  ia  granting  them  to  other  placps,  we  asked  to  be  put  on  a  relative  basis  of 
equality.    1  would  scarcely  call  that  aaking  for  discriminating  rates. 

Q.  Do  yon  not  call  excursion  rates  discrimiuating  rates)— A,  Yes;  they  are  dis- 
criminating when  made  in  favor  of  some  points  »ud  denied  to  others. 

Q.  (By  Mr.  Kabquhar.)  Was  there  any  action  on  the  part  of  Boston,  Baltimore, 
or  Philadelphia  merehants  to  adopt  tbo  same  plan  that  you  have!— A.  Yes. 
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Q.  They  havehaci  noBiico«w.  in  iti — A.  I  un  not  familiar  with  the  sacoeu  thnt 
Boston  or  Baltloioro  b&visbai),bnt  Philadelphia  at  times  has  had  the  henefit  of  these 
■anio  rates. 

H,  Yon  wonld  say,  tLtm,  that  yonr  plan  was  to  abolish  the  u[lvauta(teoiiB  discrim- 
inating  ratm  received  by  Chicago  and  St.  Looist — A.  Yes. 

Q.  So  that  all  would  be  pnt  on  the  sauio  planet— A.  That  Is,  charged  the  full 
tnriff  rates;  wu  ironid  prefer  to  sue  that.  That  has  been  our  position  fi'oni  the  nrst. 
In  foot  onr  position  is  well  known  to  the  railroads.  M'e  have  KOne  on  record  before 
them  to  that  effect. 

Q.  Have  yon  any  formal  etatpment  to  make  to  tbe  comnilasiou;  any  tabulated 
statement  of  discriminations! — A.  No;  Ibaveoot.  1  bad  started  to  preparu  hdcU  a 
statement,  but  aR«r  reading  it  over  1  conaidered  it  waa  not  comprehensive  l^non^h, 
aud  I  thought  I  bad  better  first  find  ont  what  sort  of  iDformation  the  comHiission 

Q.  Have  yon  any  taait  to  find  with  the  freight  olasHifioation,  as  now  adopted,  from 
theNorthtotbeSoathT— A.  Yes. 

(J.  Would  yon  state  that  to  the  rommisaion,  and  give  speoiho  caaos,  if  yon  cant — 
A.  Perhaps  it  might  lie  well  to  eslablish  a  Htarting  point  by  jjiviog  my  idea  of  what 
a  freight  ctaasification  is.  Of  ooiirse,  in  theeiforl  tv  system atixo  trafflo,  there  muxt  l>e 
a  standard  of  some  sort  eetablisbcd  in  order  to  uronp  iiiiaoeltaneonH  meroliaudise.  A 
claasifloation  ]>HrhanB  bears  abont  the  same  relation  to  rates  of  freight  that  the  yard- 
stick does  to  the  price  of  cloth,  for  instance,  or  that  the  bushel  measure  does  to  the 
price  of  a  conimoility.     It  is  the  uaiigu. 

The  railroads  have  two  systems  of  makiDg  rules.  One  of  tl.em  is  what  Ihe.v  style 
"commodity  rates,"  which  covers  trnf&c  that  moves  in  bulk,  such  UMKrain  i>r  UonrHod 
various  other  prodni:ta.  In  mlsml  Ian  eons  freight  they  have  arntnced  (>  □la-'>!^8  of 
freight  rates.  Under  those  6  claasos  tbey  arrange,  say,  3,000  or  niuri'  si'.parate  items. 
That  will  give  yon  some  idea  of  Jnst  what  an  undertaking  It  is  to  propiTlv  classify 
fh'ight. 

Prior  to  the  enactment  of  the  interstate- commerce  law,  which  went  into  effect  In 
IH87,  each  indivitlnal  line  made  its  own  classification.  1  think  thore  were  138.  As 
soon  as  the  intenitute-commeroe  law  went  into  effect  it  waa  found  that  in  applying 
thene  classifioationa  to  the  scale  of  ratea  iu  effect  in  numeroua  instances  tlie  long  and 
short  hanl  clause  was  violated.  In  the  effort  to  get  l.he  rates  in  line,  the  railroads 
held  a  convention,  and  attunipted  to  adopt  a  nuiforni  classin cation.  That  was  found 
to  be  inexpedient,  and  they  were  only  partiiilly  surcesbful. 

The  United  States  ia  arbitrarily  divided  Into  territories.  The  territory  from  Kew 
Yirk  to  Chicago  and  north  of  the  Ohio  Uiver  is  what  ia  known  as  the  Otficial  or 
Trunk  Line  territory;  enst  of  the  Miaaiaaippi,  but  aonth  of  the  Ohio,  ia  what  ia 
known  aa  the  Southern  territory ;  west  of  Chicago  ia  what  is  known  as  the  Western. 

After  this  convention  three  clasaitl cation  eommittees  undertook  to  classify  the 
lYeigfat  that  is  moved  in  their  separate  territories.  There  was  very  little  complaint 
Irom  1887  until  .lanuary  1, 1900. 

At  that  time  the  Official  classification  committee  made  wholesale  advances  In  their 
rl ass itl cation  without  any  notii«  to  shippers.  They  advanced  iu  class  818  items  oat 
of  the  3,000  in  their  merchandise  list.  Taking  the  scale  of  rales  from  New  York  to 
Chicago  as  a  baala,  those  advances  represented  an  average  iuorcase  in  tbe  r^te  of 
freight  of  35.5  per  cent. 

That  was  followed  by  tbe  Westeru  claasiflcatlon  committee  on  January  25,  1900, 
advancing  the  rates  im  240  of  the  items  in  their  list.  The  per  cent  of  advance  in 
this  instance,  using  Chicago-HissouTi  Biver  rates  as  a  basis,  was  on  an  average  47.4 

n  classification  committee  on  February  1, 1900, 
Out  of  2,600  items  in  the  Southern  classification  they 
advanced  two-thirds  of  them,  ranging  from  30  to  50  per  cent. 

As  I  have  said,  that  was  suddenly  done,  and  tbe  railroads  did  not  sesm  to  take 
into  consideration  the  fart  tliat  ini'rcharils  are  in  the  habit  of  uiakiiig  I'ontiat^ts 
ahead  based  on  eziating  mtes,  and  tbe  efiert  of  that  is  apparent.  If  yon  make  cm- 
tracta  to  deliver  goods,  and  your  freiKht  rates  are  advanced,  it  siiopl.v  means  that 
yon  lose  the  ililTerence  between  the  advanced  rate  and  the  ratea  that  weru  In  eSToet 
wlien  you  made  the  contract. 

Tbe  Interatate  Commerce  Commission  hod  their  attention  called  to  the  matter,  and 
in  December  they  held  a  session  in  WHshington  to  investigate  and  find  ont  what 
might  be  done  to  prevent  the  railroads  from  putting  the  rates  in  effect.  There  does 
~  ~" *     '  e  much  certainty  as  to  whethsr  the  InterHtate  Commerce  CommisaioD 


has  control  over  matter*  of  claasiBcatlon.  The  investigation  finally  assnmed  tbe 
shapr  of  having  the  matter  drawn  to  tbo  attention  of  toe  Attorney-GeDeral  of  the 
United  States,  but  after  considering  the  matter,  he  came  to  the  oonctnaion  that  there 


was  no  groand  for  interference  by  hin.. 
It  then  seemad  to  be  a  qaeation  aa  to  whether  the  railroads  and  shippers  coold  not 
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et  together  and  jointly  agree  on  eome  bwis  thkt  wonid  hf  ftntiafootory  to  both.  In 
(^npouBe  to  a  eaggeetioD  to  Uiat  effect,  the  Official  ciMaificatioa  oomioittee  uiet  with 
he  Hbipperw  and  anbsequeutly  motti&ed  tha  advance,  but  they  did  not  go  boclc  to 
hv  original  baaia. 

H.  Do  you  know  whether  the  Attorney -General  found  that  the  advanoe  iu  the 
atKtt  waajnatmablel— A.  I  do  not  beliuve  that  hr  did  find  they  were  inati liable. 

(J.  Did  the  Interstate  Commerce  CummiaHion,  in  their  anbmiaaion  of  the  matter  to 
lie  Att«rnay-(ieneral,  call  attention  to  the  fact  that  they  were  exoTl>it*ntl  Do 
ou  rui'ollec:t  that  f — A.  I  um  nut  sure  ua  to  bow  the  ca«e  was  presented  by  the  com- 
ilHsiun.     1  think,  however,  that  the  poeitinn  taken  was  that  the  action  of  these 

< iiitteeawaa  in  deSaiice  of  the  antitrust  law ;  inotber  worila,  that  tbay  had  come 

iigrilier  by  joint  agreement  to  make  theac  advances;  but  the  Attorney -Uoueral  did 
Lot  Htrem  to  take  uiat  view  of  it,  or,  in  any  event,  bo  decided  that  he  oould  not 
uterlere. 

Q.  Was  the  poeitiou  taken  tbtM  it  wm  a  iinasi  conspiracy  ii«  againat  the  spirit  of 
bt!  interatate-coiDmerce  lawt — A.  Yea;  that  is  the  idea. 

14.  (By  Mr.  A.  L.  Hahrim.)  Did  you  flie  a  oomplaint  with  the  [nteiHtate  Commerce 
:oiiiitiinaion  setting  forth  tho  ilisabilitisH  that  yoaraasociationwoa  laboring  under  f — 
k.  i)ur  uaaociation  did  not  do  that;  but  I  think  there  were  a  hundred-odd  com- 
ilaintH  Sled  in  connection  with  Uiis  matter. 

(J.  Were  they  ever  iuveetlgaMd}— A.  I  do  not  beliuve  a  formal  investigation  was 
ver  ma<le;  it  was  infoituol. 

(J.  Wan  any  reason  assigned  for  not  investigating  the  charges  of  the  complain- 
,ntsf — A.  Not  to  my  knowledge. 

<j.  (liy  Mr.  KiFLEY.)  Do  jounnderatand  that  the  Interstate  Commerce  Conintis- 
ion  lias  juriadiction  over  (tfassificalion  or  notf  That  is  to  say,  could  it  enterlAin  a 
omplaiut  of  this  kind  iind  pass  upon  it  I — A.  I  am  of  the  opinion,  from  tbc  way  that 
he  present  law  reads,  that  it  would  lie  utterly  nBoleas  fur  the  lutorBtatu  Couiuierce 
.'ouiminaion  to  attempt  to  do  anything,  becanse  the  law  sceiua  to  me  to  be  vagne. 
t  hinges  upon  a  quvstiou  of  reaiionahleneiui,  and  then*  is  no  power  that  I  have  dis- 
overeil  that  cun  ilcterminu  whiit  in  reasonable  and  what  i>  not.  Of  courite  there  nre 
woaidea  to  the  question,  but  in  the  aiieeuce  of  any  arbitrary  power  to  make  a  deci- 
ion  lis  to  what  is  reasonable  and  what  is  not 

Q.  {By  Mr.  A.  L.  Kauris,  interrnpting. )  Do  n'e  understand  there  is  a  grievance 
leru  with  naremedyf—A.  That  is  it;  yea. 

Q.  Kither  ou  the  part  of  the  Interstate  Commeroe  Commiaaion  under  the  interstate- 
oiiimbrre  law  or  nnder  the  antitrust  law  f— A.  That  ia  it. 

Now,  there  in  one  point  about  this  matter,  ami  that  ia  that  abifting  or  advancing 
Leiiis  in  the  cliixei  Heat  ion  has  really  the  eSect  of  odviincing  the  rates,  so  that  the 

lansilicatian  cumntilteus— although  it  is  uot generally  admitted — really  posaesa  what 
a  kniiwn  as  the  rate-makiug  power.  It  ia  particularly  bnrdenaume  npon  mercfaanla 
or  the  reiLBun  that  when  tbey  advance  the  item  from  one  class  to  another  it  is  very 
liflieult  to  ascertain  jiiHt  what  the  ultimate  eifect  of  that  isguing  tobe  orbowninch 
t  will  iulvance  the  rates.    If  tbey  advance  the  Hcale  of  rates  themaelveeit  isamneh 

impler  matter  for  the  marchaat  to  tell  just  what  Ibi*  etl'ect  is  going  to  be  upon 
liiu.  That  is  the  direct  metbud.  11^  uslns  the  other  syntern  of  anvancing  it  in  the 
ilaaa,  it  is  an  indirect  method  and  it  ishard  to  tell  just  what  theettVct  ingoiuE  tobe. 

Further  tlian  that,  in  making  the  classiiloatiou  tbey  have  certain  classes  for  oar- 
oads — that  ia,  for  nieicbimdise  that  moves  in  carloads— and  then  they  make  the 
ligbor  cNiositlcation  fur  less  than  oarloada.  The  eit'ert  of  that  is  that  shippers  who 
iLiy  iu  lar^e  Iota  have,  throQgh  that  system,  a  tremendons  advantage  over  merchanta 
bat  deal  in  smaller  lots. 

Further  tlian  that,  the  ayati'in  of  carload  rates  tends  to  eatabliah  what  baa  been 
itylcd  apheres  of  iiiJlnence  or  commercial  basins.     Tu  illustrate  that;  If  a  nierobant 

u  New  York  wishts  to  niaku  aalea  in  territory  that  is  nearer  to  Chicago  than  it  la 
.0  New  York,  it  is  possible  througli  that  lilvergence  between  carload  and  leaa  than 
'arload  ratea.  when  applied  to  the  scale  of  rates  in  effect,  for  the  Chicago  merchant 

t>  buy  in  oarloada  and  distribute  to  that  territory  which  ia  nearer  to  hlin  than  it  la 

■>  the  merchuiit  in  New  York,  by  reason  of  the  lower  rate  of  freiglit.    If  yon  ship 

niui  New  York  t<i  Cliieauii  ]it  a  low  rate  of  freight  and,  in  distributing  that  carlnad 
diipuii'nt,  then  ship  backward  into  this  territory  at  a  less  than  carload  rate,  the 
iltimate  uxpeuse  is  leas  by  that  system  than  if  yon  shipped  in  laaa  than  carload  lots 
>om  New  York  to  that  territory. 

Q.  (By  Mr.  Ripi.ev.)  Could  yon  give  an  illustration  of  It  that  would  make  It 
lelinitet — ^A.  I  do  not  know  that  I  could  do  that  without  a  tariff. 

().  fiimply  by  unming  cities  without  naming  freigbt  ratea.  Take  some  interior 
:it;  in  Ohio  or  Indiaua.— A.  [Indicating  on  map. J  Take  for  instance,  Connersville, 
Inil.    A  merchant  in  Chicago  selling  dry  giuuls,  groceries,  «r  hardware  oau  get  a 

flwnr  rate  of  freight  on  goi»la  purchosi-il  in  the  Kast  in  carloads  and  shipped  from 
.'hii-ngo  to  Conueravillo  in  less  than  carloads,  than  a  merchant  in  New  lork-jwold     . 
ibip  in  less  than  carloads  from  New  York  to  Connersville.  1    (.  ,(>(>Q  |c 


862  INDU8TBIAL   OOMSDBBION : — TBANSPOBTATION. 

Now,  tliere  ie  aDother  effect  in  this  nwDipulalion  of  oliualticittioit  mfttt«ra,  nod  the 
iltnstratioLi  I  have  just  fflven  would  also  Kuvern  in  this  ctkne.  Take  the  Sonthi-ra 
groap  of  railtrajs.  If  they  are  parti oului-Iy  iut-erested  in  building  up  Southern  ter- 
ritory to  the  esclusiou  of'mBrchaQtB  in  the  territory  north  of  the  Ohio  Kit'ur  they 
can  continue  this  practice  of  making  auoh  a  wide  dilTerenoe  lietween  the  (^arloaoa 
and  less  than  carloada  so  that  it  would  be  utterly  impossible  for  the  outside  mer- 
rhuit  to  mukeany  sale  whatever  in  Southern  territory.  They  cnnbaild,  so  to  speak, 
a  wall  around  themsolvea. 

Q,  YoD  do  not  mean  by  that  that  they  exolade  the  wholesaler,  not  the  producer 
but  the  jobber  t— A.  That  is  it. 

(j.  This  whole  qneetioti  yon  are  dieeossing  ooncema  the  jobbing  interest,  does  itt — 
A.  More  particularly. 

Q.  That  is  to  aay,  the  goods  might  come  originally  from  New  York,  but  the  qnea- 
tiou  is  nliether  tbe  Jobbing  ttade  would  be  located  in  New  York  or  Atlanta,  Chatta- 
nooga, or  some  other  place  of  that  kiad.^A.  That  is  correct. 

(J.  (By  Mr.  FaiiQUHAR.}  There  Ib  one  question  not  made  clear  yet.  Is  it  not  natu- 
ral for  the  Southern  railroads  to  build  up  their  local  jobbiug  trade  as  high  as  they 
cant — A.  1  think  it  Is.     llieir  eelllsh  interests  would  inspire  them  to  do  that,  you 

Q.  Does  not  the  same  complaint  that  yon  make  in  respect  to  (Chicago,  St.  Louis, 
lyOuisTille,  or  Cincinnati,  from  a  New  York  ataudpoiut,  apply  also  to  the  Soutliem 
men  iu  their  great  central  maiketet — A.  Yes.  It  hns  always  been  our  desire  to  be 
as  iiupartiul  as  we  cau  in  these  matters.  We  recognize  the  fact  that  the  railroad 
oiierates  both  ways,  and  it  may  be  that  tfaey  are  excusMble  for  protecting  their 
own  iuteroHts.  Hot  we  do  not  like  to  have  tbeiu  go  to  ettremee,  as  we  claim  they 
have  done  iu  these  oliuwificatiou  mattera. 

Then,  again,  they  eiercise  a  power  frequently  that  is  almost  equivalent  to  taxa- 
tion, and  we  are  excluded  from  any  representation  whatever.  Their  actions  are 
purely  arbitrary,  und  ate  xoverned  by  their  conBcieni'es  solely,  Yon  might  say,  as 
Lord  Clive  did  in  regard  to  his  acts  in  India,  tbat,  cousidering  his  opportunities,  ho 
hail  been  very  loodest. 

Mr.  Clarkk.  His  exact  words  were:  Considering  his  opportunities,  be  was  astoo- 
ished  at  his  own  modesty. 

The  WiTKXSS.  That  is  it. 

(j.  (By  Mr.  Kunnbdy.)  You  say  yon  have  do  reprnsoDtntiou  before  these  ctassiH- 
cation  i^omniitterHt— A.  No;  they  are  governed  solely  by  the  provisiou  in  the  inter- 
stute-niuimcrce  law  which  requires  that  if  it  is  proposed  to  advance  rates  there  must 
b«  ten  days'  notice;  if  they  are  going  to  rednce  the  tiitoa  they  are  raiiuired  to  give 
throe  days'  notice. 

Q.  When  theobange  injilassilication  is  made  yon  ro:>y  appear  before  their  class- 
Ihcatioii  committee  imd  argueagaiust  the  changeT— A.  Yes;  we  may  present  argu- 
ments, but  tbat  is  as  far  as  we  eau  go.    There  is  no  potrer  we  can  invoke. 

Q.  Are  the  chargee  neverof  avail  in  yonr  iaterestl— A,  They  have  been.  The 
Southern  clswiti  cation  committee  is  not  so  responsive  to  argument  as  the  others.  1 
have  made  ergumenta  before  them  and  have  covered  the  ^.Tound  quite  fally,  but 
they  have  not  yet  made  an^  response,  and  that  i»  a  year  an".  'Hiey  ruled  meoutoa 
the  baeis  tbat  my  complaints  were  too  general;  but  when  yon  coneider  that  they 
had  advanced  two-thiriU  of  their  idassification,  I  do  not  sec  how  anything  else  but 
a  general  complaint  would  cover  it. 

t).  (B.v  Mr.  BiP(-KV.)  Would  you  specify  exactly  what  some  of  the  advances  were, 
as  done  iu  the  typewritten  statement  which  you  prepared!— A.  Yes.  1  conld  pre- 
pare something  and  fumisb  it.  It  is  my  idea  to  Hnd  ont  just  what  the  eommiasion 
would  like  to  have,  and  then  I  can  be  apecitic  or  give  practical  illustrations. 

Now,  to  beapeciflc  in  regard  to  the  Southern  c.lassiBcation  A  comparison  of  the  old 
with  the  new  classification  shows  that  since  January,  IHOO,  I,9TT  articks  bave  been 
advanced  in  cliias  ont  of  a  poesible  2,600.  They  have,  I  think,  9  different  classes 
of  rates.  They  have  more  classes  in  the  Sontbern  territory  than  in  the  other  terri- 
tories. Of  these,  32  articles  bave  been  advanced  from  sacond  to  lirst  claiw;  3tj  from 
third  to  second  class;  69  from  fourth  to  third  class;  36  from  fifth  to  fourth  class; 
10  from  sixth  to  fourth  class,  and  46  from  sixth  to  flfth  olass.  There  are  many 
instances  in  whiih  advances  were  made  from  fourth  to  first  and  from  third  to  first. 
In  addition  to  that  the  classes  which  were  among  the  lowest  are  beginning  to  dis- 
appear from  the  classification  list  altogether.  They  areeliiuinating  the  lower  classes 
and  gradually  advancing  these  articles  from  class  to  class.  Thrre  were  109  of  the 
lower  classes  and  commodity  rates  in  the  classification  wbii'h  governed  prior  to 
February  1,  1900,  and  in  the  new  classification,  which  want  into  effect  on  that  dat«, 
tbrra  are  only  fitj  of  these  left.  In  addition  to  these  advances  there  Here  75  Dew 
iostafcee  of  discrimination  made  by  widening  the  difference  between  the  carload 
rate  and  less  th:in  carload  rate. 

Q.  (By  Hr.  Litchman.)  I  would  like  to  know  in  someway  whether  these  ohangea 
In  classification  apply  exclusively  to  St.  Louin  or  New  York  or  any  other  partioQMC 
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plaoe,  or  wliother  they  were  generkl  inoreaMa  Id  olMaiAotioii  to  all  plaoeaf — A. 
Wh»t  we  mte  diBcuaaioe  dow  is  the  olawifloBtion  that  govema  In  the  territory  Bonth 
of  tbe  Ohio  and  east  ofthe  Miutnippi.  The  advaaoea  that  were  mode  ^vem  gea- 
erall;  Atrni  all  poiata.  - 

Q.  Then  they  wereuot  adiscTimlnation aulnst  any  parttonlkr  point! — A.  No,«ir; 
except  tbroQKii  that  practice  of  widening  tlie  difference  between  carload  rates  and 
leaa  thftii  carload  rst«e. 

Q.  Is  not  that  a  anlvereol  cnstom  T — A.  Yon  might  saj  that  It  ia. 

<j.  la  it  not  tme  that  the  carload  ntte  ia  alwaya  lower  than  the  broken  carload 
rate  t— A.  Yea. 

Q.  Ia  tbatof  itHelf,  then,  adiacrimiaationT — A.  It  would  not  be  a  diacrimj nation  if 
there  was  any  fixed  rule  for  the  difference,  bnt  the  comniittrea  obaerve  no  fixed  mle. 
For  instance,  in  olaaalfyius  freight  they  take  into  conaideratlou  the  coat  ofhandllDK 
and  the  value  and  the  bulk  and  the  inherent  liability  to  damage.  Tbat  la  a  goneru 
practice. 

Q.  Ia  not  the  claafliScation  lower  ou  neriahable  than  on  unperlahable  goodal — A, 
That  ia  what  I  aay^they  oonaider  tbe  inherent  llabiiity  to  damage.     If  theN  waa  ft 


dllug  as  between  carloads  and  laMthiinOBrloada,  tberooc . 

It  la  undoubtedly  true  thnt  it  coetB  more  to  haodleamiacellaneoua  lot  of  flight  than 
a  carload ;  bnt  at  the  SHnie  time  the  rallroade  liave  been  tn  existence  a  good,  many 
yeara  and  they  have  a  record  of  their  hnBineae,  and  it  ought  not  to  be  a  dilBcalt 
matter  to  eetabliah  a  fair  difference  based  upon  tbe  coat  orhandling  tbe  carloada  as 
compared  with  the  leaa  than  carloada.  They  do  not  seem  to  have  rtSuoed  their  bnsi- 
neaa  to  a  ayatem  aa  yet  for  aome  reaaon.  For  inatance,  they  have  not  yet  gotten  it 
down  to  the  basis  Ibat  the  life  insurance  companies  have.  A  life  insurance  company 
can  quote  lianrea  to  cover  almoet  any  contingency.  A  railroad  company  OQght  to 
bo  able  to  tell  Jnat  how  much  more  ahould  be  paid  for  a  lesa  than  carload  lot  than  a 
carload  lot,  and  let  that  be  recognized  as  a  standard  and  let  that  govem. 

Q.  Do  I  auder«ta[id  that  whatever  claaaiBcation  is  adopted  it  appliea  eqnally  to 
all  Bbipptra!~A.  Yea;  there  ia  a  nroviaion  in  the  interatate-commeroe  law  (section 
10)  that  niakea  it  obligatory  on  the  part  of  sbippera  to  obsen'e  the  claaalnoation, 
and  it  affects  all  ahippera  alike. 

Q.  Then  wbere  doea  the  discrimination  come  in  I — A.  Tbe  diacrlminatiou  comea in 
by  making  a  difference  between  tbe  carload  and  lesa  than  carload  rates  that  ia  not 
JnatiBable. 


Q.  Now,  cnn  yon  give  aome  inatance  of  that  unJiistiBable  practice t — A.  I  tbiuk  it 
would  be  better  to  let  me  provide  thnt  in  an  exact  way,  too.  1  can  hardly  explain 
wby  It  is  imposaible  lu  dotljat  with  the  information  I  have  in  hand.     Yon  mnathai 


yonreiactacaleofnitea— tariff  rates — wbiohlbaveDotgot  with  me.  I  will  willingly 
provide  all  those  instaucee,  bnt  I  miiat  have  the  data  so  tbat  I  can  figure  it  out  at 
something  like  a  matbematical  calculation. 

q.  (By  Mr.  Hiplkv.)  Will  yon  name  a  few  speoiflo  commodities  wbioh  were  for- 
merly fonrtb  class  and  moved  up  to  flrat  class,  simply  naming  tbe  clBssification, 
leaving  the  rates  outt — A.  I  have  in  my  offlce  a  quite  complete  list  compiled  specif- 
ically mentioning  these  advances,  I  w.ould  take  pleaanre  In  giving  yon  a  copy  of 
tbat,  and  that  would  auawer  your  question.  I  thougfat  I  bad  it  included  in  this 
statement  bero,  but  I  tlud  it  is  missing. 

Q.  (By  Mr.  KsNNEDY.)  Well,  can  you  aay  whether  the  difference  between  tbe  cai- 
load  lots  and  tbe  broken  lots  is  a  very  wide  one,  oi  whether  it  la  wider  thftn  itahonld 
be,  oousidering  tbe  cost  of  handlingT — A.  Well,  that  has  been  out  couteution  in 
most  of  these  caseti  wbere  the  difference  has  been  inrreot^d.  The  contention  waa 
that  tbey  were  not  governed  at  all  by  the  'difference  in  the  cost  of  handling  It;  it 
was  merely  an  arbitrary  atlvance,  and,  taking  in  couaideratioD  tbe  results  that  are 
prodnoed  liy  that  Advance,  we  asaunie  tbat  it  was  iutftitinnally  done  to  exclude 
merchants  outside  ot  tbat  particular  territory — to  give  tbe  Jobbers  in  tbe  South  an 
advantage  over  jobbers  elKcwliere. 

Q.  (By  Mr.  Karquhaii.)  Well,  the  jobber  in  Atlanta  oi  any  gri'at  Sonthern  mar- 
ket there  baa  an  advantage,  of  coarse,  in  the  carload  lot  in  ite  original  xhtpment, 
but  In  hia  dUtributions  be  baa  got  to  pay  the  Southern  tariffa.  Just  aa  the  Nonhem 
man  doeaf^A.  Yea.  Now,  tliere  ia  another  peculiar  condition  inreapectto  Soiitbem 
territory— that  is,  that  tbe  Southern  cliusitioation  governs  ou  iuteratate  traffic  all 
through  that  torritory,  but  the  various  States,  through  the  State  railroad  commis- 
■ione,  have  never  authorized  tbe  Southern  clasaificationaa  promulgated  by  the  South- 
em  claasiflcation  committee.  In  tbe  various  States  the  old  basis  is  still  in  effect  on 
State  buslueBa,and  you  can  aeewbat  an  advantage  that  Is  to  tbe  merchants  of  tboae 
States.  They  can  distribute  on  tbe  basis  of  the  old  claaalfioation,  wbereaa  the  mer- 
chant outside  must  observe  tbe  advanced  olaaelfi cation. 

Q.  Do  you  pretend  to  say  that  in  tbe  regulation  of  State  traEQc  within  tbe  State 
that  there  are  State  lioarda  that  have  power  above  tbat  of  tbe  Interatatc  Commeroe 
Commiaalon,  eveu  of  CongreMt— A.  Not  over  Interstate  traffic,  bnt  intrastate  traffle. ' 
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Tftke,  for  iuetouoo,  MiwlsslpDi.  A  mwdutnt  omi  I>a;  his  snpplies  on  the  bMia  of 
what  ia  known  «s  Southern  olaMiKcatioo  «nd  distribnte  in  hia  State  on  a  mnch  lower 
bMlB  of  olaaaiQcatioQ,  nhereaa  an  outaide  merchant  ahippinK  to  the  point  in  that 
Btate  18  govomed  Bolely  by  the  t^01ltbcrn  claasifl cation,  which  ia  about  30  per  eent 
higLer  than  the  one  goveminK  in  tbe  Stat«. 

Q.  (By  Hr.  SiFUCY.)  Yon  mean  whtiie  he  abipa  direct  to  tbe  JocAlit;  or  direct  from 
Kew  York T— A.  Direct  from  liia  own  city  to  a  local  point.  J  attended  a  convention 
of  State  rHllrood  conimiaaionB  at  Lookout  Mountain  last  aummer  and  they  nnaoi- 
roonaly  agreed  that  tbey  wonld  not  recognize  thin  new  claaaiKcation. 

Q.  Their  ]iolicy.  then,  ia  diatinctty  to  build  up,  uf  course,  the  jobbing  bnaineaa 
within  their  own  horderat— A.  Yea. 

Q.  And  those  Slate  railroad  comioiaaioiia  are  bonnd  to  look  af\«r  that  iDtrrest, 
whatcTer  happens  to  the  general  Sonthern  claaaifloation  t — A.  That  is  the  idea. 

Q,  (By  Mr.  Litchman.)  Have  yon  any  infurmatinn  that  ahowa  a  coniparlsou 
between  the  olaBaitication  on  the  different  iiuea  of  goods  in  thia  Southern  terrilory 
with  that  of  the  clauitii^ittion  in  the  Morthem  territory! — A.  Yen.  I  can  illuatrat« 
that  to  you.     I  hod  «tarle<l  to  make  aome  remarka  in  reganl  to  uniform  clMsincation. 

Uniform  claMitication  ia  a  good  thing  to  have,  bnt  yon  mnst  take  into  oonaidera- 
tion  when  you  make  your  olassiflcation  the  acalea  of  rates  that  are  la  effect.  Sup- 
pose that  we  want  to  make  the  Official  olaaaiflcation  a  uniform  claaaifl cation.  The 
OfBoial  olaoaiHcation  is  made  to  correapond  with  a  acale  of  ratee,  which  are  aa  fol- 
lowa,  baaod  on  the  rate  from  New  York  to  Chicago : 

Cenla.  [                                                                            r^vnu' 

First  claw 76      Foorth  claaa 36 

Second  olaaa 66      Fifth  olaae 30 

Third  olaaa 50  |  Sixth  olaae 26 

Those  are  cents  per  100  ponnds.  Now,  of  oourae,  in  arranging  their  claasifl  cation 
the  official  committee  have  in  a  meaanre  been  governed  by  tbut  acale  of  ratfs.  For 
Inetanoe,  the  ooDimittee  know  that,  if  tbey  pnt  ac.  article  in  the  first  class  it  means 
that  the  rate  from  New  York  t«  Chicago  wonld  be  76  cents.  They  kven  that  in 
Tiew.  Well,  now,  take  the  same  distance  running  South— New  York  to  Atlanta,  for 
Instance;  the  acale  of  rates  la  ax  follows: 

Ficalclasa *l.U  I  Fourth  claaa $0.73 

Second  class 98      Fifth  class 60 

Thirddaaa 86  I  Sixth  elaai i9 

From  this  It  ta  plain  that  there  are  three  classes  of  rates  in  tlie  Bonthem  territory 
which  are  higher  than  the  highest  eloss  for  aimilar  service  in  tho  titrritory  north  of 
the  Ohio  RivpT.  Now,  take  the  Offlcial  clasalDcation  again.  Jf  an  article  is  in  the 
lirst  riaaa  It  is  75  centa,  but  if  it  ia  first  olaaa  it  would  be  $1.1«  going  Bonth,  for  the 
same  distance;  ho  that  there  ia  no  .justice  or  equality  in  a|))ilyiiig  the  clnssiflcatlon 
aniversallj,  when  there  ia  anch  a  wide  di(Teri-nce  in  the  acale  of  rateK  tbeniaelvea. 

Q.  Is  that  illuatration  typical  of  tbe  whole  Southern  territory  f— A.  That  ia^  fair 
illustration. 

Q.  Of  tfar  dlflprence  fur  an  equal  distanoe  between  the  charge  In  the  Official  and 
the  Southern  ttrritory  T— A.  Yea;  in  the  Southern  territory  they  have  alwaya  hiid 
an  exceedingly  high  scale  of  freight  ralea.  That  haa  been  complained  of  not  only 
by  rommerclal  interests  bnt  by  connecting  railway  linea  as  well. 

Q.  (Ry  Mr.  Litteiman.  )  la  it  not  true  that  the  railroad  facilltiea  are  very  Ikr 
enperior  in  tlie  Northern  district  than  in  the  Sontbernf — A.  Yfa;  that  was  trne 
nntil  very  reocnt  .vears-  Recently  there  has  been  an  era  of  improvement  generallj 
throngbout  tbe  South  in  railwaya. 

Q.  Do  yon  think  that  the  South  even  at  the  pre»eut  time  ia  comparable  with  the 
North  in  the  development  of  railway  facilities  I— A.  I  do  not  think  tbey  are  qnltenp 
to  the  standard. 

Q.  Wonld  not  that  have  an  effect  on  the  cIsMiHcation  and  rat«  chargel— A.  Yes. 

Q.  If  the  cxnense  of  doing  business  ie  higher  in  the  Sonth,  neceaaarlly  the  prlee 
charged  must  oe  highert— A.  There  ia  another  element  to  take  into  consideration 
there,  too,  and  that  ia  tbe  tact  that  the  retnrn  Iralflo  from  the  South  ia  iinite  llght^ 
that  la,  tbe  traffic  moving  North. 

Q.  (By  Mr.  Kiflkv.)  How  about  cotton  f— A.  Well,  that  wonld  not  apply  in  eot- 
ton.  That  trafflo  would  he  pretty  heavy,  hot  that  don't  eompeoHate  for  th«  dif- 
ference, for  instance,  between  the  quantity  of  coal  moving  in  the  North.  The  North 
has  the  cnal  Interest,  the  grain,  nour,  and  heavy  products  that  are  i^sed  In  ttie 
West  that  keep  their  trafflo  up  to  a  pretty  high  standard. 

<).  (By  Mr.  Litchnan.)  How  large  a  proportion  of  the  rotton  crop  ia  shipped  by 
watert — A.  I  can  not  answer  that  nneetion. 

|.  Is  It  true  that  a  large  proportion  of  tbe  orop  is  shipped  to  foreli^  oonntriest — 
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Q.  Then  that  portion  of  tb«  cotton  crop  would  not  entor  into  this  oalonlfttiou  you 
kra  now  makioK^ — A.  No;  it  wonld  not  move  North;  it  wonid  uioto,  perhftpi, 
SuiitL  or  East.     That  would  be  BhorthsuU. 

(j.  It  would  not  enter  into  a  ouniparison  of  rates  between  the  Northern  territory 
and  the  Sudthem  teixitor;  neceaurilyf — A.  No,  sir. 

Q.  Now,  I  want  to  Tetnm  to  the  point  which  I  amliytngto  bring  ont.  Thiaclaaal- 
floatiun  and  the  rat«a  charjted  nnder  it  apply  to  all  eouanmers  In  the  Bonth,  do  they 
aoti— A.  Yte. 

<j.  Then  where  i*  the  diBCTimiDUion  if  all  in  a  <iartain  territory  are  charged 
slikeT~A.  There  is  no  dlAcrimination  in  ita  application.  The  discriminfttiou  is  in 
the  way  that  the  olaaelBcation  i»— I  do  not  hardly  like  to  use  the  word,  bat  it  eoveis 
the  point — ^maiiipiilated. 

Q.  Yon  think  the  diacriminatiou  ih  between  Bections,  then,  to  the  detriment  of  the 
SouthI  In  that  tho  point  yun  deeire  to  make! — A.  Well,  1  have  made  that  claim.  I 
don't  Buppoae  it  will  be  accepted  as  oorrect,  bot  that  is  the  way  it  looks  to  me. 

Q.  You  think  this  alleged  discrimination  is  to  the  detriitient  of  the  development 
»f  the  SonthI— A.  Yes;  any  restriction  in  action  of  that  character  I  think  la  detri- 
mental. We  have  always  taken  the  position  there  that  the  less  interferenoe  and  the 
fewer  obstacles  there  are  thrown  in  the  way  of  deTelopmenl,  the  better  it  will  be 
for  the  cqnutry  KMiernlly, 

Q.  You  think  that  the  price  charged  shunld  be  enfflcient  to  cover  the  cost,  do  you 
notr— A.  Uadoiibledly. 

(/.  Have  you  (rone  iiito  an  exaniinatioQ  as  to  tbe  element  of  coat  I — A.  We  can  not 
get  at  it. 

<j.  Can't  you  get  at  it  as  well  iu  relation  to  the  South  as  in  relation  to  the  North  t — 
A.  We  can't  gut  at  it  in  the  North. 

Q.  (By  Hr.  Clakkb,)  Is  it  your  contention  that  the  changes  in  classifloation  huve 
boMi  an  Indirect  way  of  raising  the  tatesi— A.  Yes;  there  would  have  buea  very 
little  complaint,  1  think,  if  they  had  advanced  the  acote  of  rales  themselves;  that 
wonlil  have  been  direct.  There  was  a  time,  perhaps,  when  the  meri;hantH  were 
inclined  to  complain  of  freight  rates,  but  in  later  years  they  have  reacheil  a  con- 
clusion that  the  rates  of  freight  of  itself  Is  not  so  material  as  the  uiiiversal  applica- 
tion of  it.  They  want  everybody  to  be  charged  the  same  rate,  whatever  that  rate 
might  be. 

Q.  Then  you  think  that  the  changes  in  classification  have  induced  great  confusion 
and  ineijuatity  I— A.  Yes,  sir.  We  have  sometimes  thought  that  while  tliu  railroails 
WHnt  tn  increasii  thr'ir  revenues,  they  did  not  rare  to  assume  the  reBpoiisihllity  of 
ailvimriDg  tbe  rates;  it  might  create  too  much  of  a  furor,  and  they  have  adopted  t  Lin 
otbei'  metbud,  which,  to  uiy  niintl,  is  ecjuivalent  to  taking  a  handful  of  pennies  and 
tlirciwiug  them  in  t!ie  air  ami  letting  them  comedown.  Then  there  would  he  so 
iiinny  heads  and  eo  many  tails,  and  let  that  represent  the  protect.  Tbey  will  have  a 
great  many  protests.  Other  changes  would  not  lie  noticed  by  people  not  affected, 
mill  out  of  tbe  toss-up  there  will  be  a  certain  perountage  of  advances  that  will 
reuiiiin.  That  was  brought  to  my  minilby  reason  of  the  fact  that  after  these  advances 
were  niadu,  and  nuuiurous  protests  were  tiled,  certain  powerful  Intoreets  bod  tbeir 
pi'iitritR  rrcogniiied,  and  the  basis  of  classification  was  put  back  to  almost  its  original 
standard,  while  oth^m  secured  no  changes  whatever. 

(i.  (By  Mr.  Clakkr.)  Then  you  think  that  a  change  in  the  classitiratlon  was  li:ip- 
hazaril  and  not  ecicntifiot — A.  That  is  it;  and  this  method  of  making  changes  has  a 
further  advantage,  Xot  all  merchants  are  familiar  with  transportation  methods, 
aud  iiarCicularly  some  are  unfamiliar  with  tbe  elTect  that  the  classification  has  upon 
a  freight  rate.  They  know  their  rates  were  advanced,  but  they  do  not  understand 
iunt  how  it  was  done,  and  they  might  protest  and  finally  forget  all  about  it.  Well, 
It  is  that  jiecceatage  that  makes  an  ndvantaKe  to  tbe  rallioad  people.  Now,  I  sup- 
pose in  thut  ctassi  Heat  ion  of  2,600  items  perhaps,  conservatively,  one-tbird  of  them 
will  continue  to  remain  as  they  were  advanced,  due  to  the  fact  that  the  merchants 
affected  have  nbandoned  all  hone  of  ever  si-ciiring  a  retnm  to  the  orifcinal  basis. 

(j.  (By  Mr.  Riplky.)  Would  yon  specify  any  receseiona  from  this  position  of 
atlvance  taken  in  respect  to  particnlar  i^ommodltiesT  Do  you  recall  iiny  t — A.  Yes; 
in  the  Southern  c1as.-<ificatinn  1  happen  to  recall  from  memory — coffee  was  advanced 
one  class,  both  green  and  roosted.  The  green  eolTee  remains  na  advanced,  and  the 
roasted  coffee  went  book  to  the  original  basts. 

Q.  What  is  the  effect  upon  tbe  distrilmtive  trade  of  the  Sontheru  States  as  to  the 
Jobbing  of  coffee  t — A.  Well,  I  do  not  think  that  question,  osto  tbe  effect  of  jobbing, 
enters  ninoh. 
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orieln*!  bKais  of  alaadfyins  ereen  eoff««,  u)d  yet  saw  fit  to  reeatablUh  tho  old  order 
of  toe  cIsMiflcation  of  roaatM  coffee.     How  that  vm  brought  aboat  1  do  not  know. 

6.  Bat  the  return  to  the  old  bwia  was  adTMitagnoui  to  the  ooSee  intereataf — 
A.  Yea;  to  the  roMted-oofiee IntereBta. 

Q.  It  enabled  them  to  crnah  out  competitloD  of  other  parties,  or,  at  least,  it  might 
have  that  effeott— A.  It  might  have  that  effect. 

Q.  To  crush  out  oompeCltlon  of  persons  in  other  parte  of  the  oouotrjt  who  wished 
to  eetablish  a  local  lDdiiettyf-.-A.  Yea. 

Q.  Can  f  ou  reosU  any  other  Inatauoe  of  that  klod  of  a  apeoiflo  ooDunodlty  which 
was  B^vanoed  in  the  rlasxi  It  cation  and  tbeo  by  virtne  of  strennona  protest  was 
placed  back  again  to  its  old  basiaf — A.  That  is  the  only  article  I  oan  reoftll  ttom 
memory. 

Id  oheohiag  over  tbeoIHclal  clossifl  cation  I  nottoed  that  a  good  many  of  the  Items 
that  are  under  the  control  of  these  induatrialcombinatioDS  were  not  adTanoed  at  all. 

Q.  No  attempt  was  made  to  advance  them  t — A.  Mo.  Take,  for  instance,  paper.  I 
also  have  a  list  in  my  office  of  that  olam  of  articles  made  by  oombinations  that  I 
would  be  pleased  to  provide,  if  you  think  it  wise. 

Q.  In  othet  words,  yon  imply  that  by  tbene  changes  in  Dliwaifioation  dieorlmlna- 
tion  between  distinct  prodncers  can  be  Induced  withont  the  giving  of  pet«onaI 
rebates  or  prefetencesT—A.  Certalnl.v. 

Q.  In  ottierworde,  that  by  a  device  by  which  apparently  everybody  ia  treated  alike, 
there  ia  nevertheless  the  effect  of  granting  a  definite  diacrimination  to  certain 
Interests ( — A.  That  ia  right.    That  ia  the  reason  I  need  that  term  "manipulate." 

Q.  Con  yon  apecify  any  inflnenceof  this  kind  at  work  in  fixing  au;  of  the  dry- 
goods  or  woolen  olaseiiication  t  Has  there  been  any  change  in  the  woolen  classifl- 
cationf^A.  No;  dry  goods  is  in  the  highest  class  now,  the  first  class  in  the  OfBcial,  in 
the  Southern  and  also  in  the  Western.  There  is  what  is  known  as  ootton  piece 
goods — that  is  in  the  lower  clans.  That  ia  snppoeed  to  he  goods  that  are  mode 
exclusively  of  cotton.  Our  organization  hod,  2  yeara  agOjI  think,  endeavored  to 
have  the  classification  of  cotton  piece  goods  simplified.  The  olassillcatiou  com- 
mittee hod  attempted  to  subdivide  cotton  piece  soods  in  ocoordauce  with  the  list 
that  the^  had  established,  and  it  mode  it  very  difficult  to  pack  goods.  We  wished 
to  have  It  simplified,  and  presented  an  argument,  and  Ihey  simplified  it  by  advan- 
cing it  iu  ctosa.  That  is,  for  instance,  they  advanced  it  htna  a  third  to  an  inter- 
mediate class  which  they  bad  established,  which  was  15  per  cent  lees  than  seoond. 

<j.  Will  yon,  by  illnstratiou  ttom  that  classification,  show  how  complicated  the 
ootton  schedule  is( — A.  Now,  this  is  a  Southern  classifl cation. 

Q.  Yon  may  read  a  few  of  those  items  under  the  cotton  schedule. — A.  They  have 
here  oallooes,  cambrioe,  oauton  fiannols,  plain  or  dyed,  canvas,  aheokB,  domestic, 
cheviot,  and  soon.  There  are  35  different  terms  of  that  nature  that  they  have 
assumed  to  cover  everytUlns  that  was  mode  wholly  of  cotton.  As  a  matter  of  fact, 
most  of  these  terms  are  trade  names.  For  instance,  you  take  teazle  cloth.  It  is  • 
patented  name,  asort  of  copyrighted  tradename;  only  one  person  can  make  it;  and 
they  have  endeavored  there  to  condense  into  these  35  terms  at  lesat  between  2,000 
and  3,000  different  styles  of  goods  made  of  cotton.  I  might  say  farther  than  thi^t, 
that  each  year  there  is  some  new  name  attached  to  nome  product  made  of  cotton,  to 
make  it  attioctive.  and  it  la  diffloult  to  tell  just  how  to  clasaify  an  article  that  ia  in 
reality  made  wholly  of  cotton,  and  that  sella  for  the  aame  price  as  some  of  these 
other  products  that  they  have  included  in  this  list.  When  a  shipment  is  made, 
although  it  may  be  ootton  piece  soods  really,  the  inspectora  who  are  maintained 
by  the  classification  committee  will  use  their  own  Judgment  as  to  whether  the  goods 
in  that  shipment  may  he  inolnded  under  theso  3S  Mnns  or  not.  If  It  seems  to  them 
that  it  don  t  come  nnder  those  35  t«irms,  instead  of  the  shipment  going  forwnrd  at 
the  fifth  class,  it  will  tw  advanced  to  first.     That  was  our  idea  in  liavlng  that  list 

entirely  eliminated,  — ■"   ' '—~  •*■-  — *' >..-.. j  l_  »i.-  .: — ..  •_. . 

oottoD  piece  goods. 

into  the  proposition  at  all. 

Q.  Are  those  36  articles  classified  dIS'erentlyt— A.  No;  all  in  one  gronp— fifth 
class.  1  am  not  very  well  posted  on  the  dry-goods  bnstness,  bat  I  know  that  it  is  a 
moat  difflonlt  matter  to  include  nnder  these  35  terma  everything  mouafftotared  of 
ootton. 

Q.  What  wonld  be  the  effect  if  a  billof  lading  was  madenp  speolfying  eoliooeeor 
some  other  article,  and  in  foot  Inclnding  in  that  package  another  one  of  those  36 
articles;  wonld  that  be  a  misolasatttcation  snbjeot  to  shlppera' penaltyl — A.  Well, 
vea.  For  Instance,  if  you  had  a  shipment  of  cheviot*  and  yon  had  room  in  the  esse 
In  which  they  were  packed  for  a  small  quantity  of  what  ia  known  as  dry-goods — that 
Is,  goods  made  partially  of  wool,  which  is  first  olaas,  the  Inspector  woau  roioe  that 
shipment  up  to  first  class  even  though  75  per  cent  was  ootton  place  goods. 

Q.  That  wonld  amonnt  to  an  advance  in  freight  rates  approximately  of  what  per 
cent,  50or26r— A.  Tbatia  oontingent  opon  the  distance  transported.  That  Is  the 
reason  why  it  is  so  difflonlt  to  answer  oBsand  a  qoeallon  that  laToIve*  fMght  rates. 
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Q.  But  it  would  amonnt  to  a  very  material  ftdvonM  in  rateaf— A.  It  mifclit  be 
well  for  jon  to  oDBwer  the  question  in  the  wav  you  did  for  tbis  reason — it  wilt  nerve 
to  biiDg  out  the  fact  that  the  percentage  of  advance  whlcb  is  made  by  this  manipu- 
lation of  the  clafliifleatlen  is  contingent  entirely  npon  the  distance  hauled.  That 
ie,  for  instance,  in  some  caoes  the  same  goods  might  be  goine  to  a  point  where  the 
advance  wonld  be  only  1  per  cent,  but  if  they  were  going  farther  the  advance  might 


£1 


taken  the  poeition  that  while  there  might  be  reasons  at  times  that  the  rate  of  freignt 
of  itaelf  shonld  be  advaai^ed,  after  a  claoBiflcation  is  made,  and  made  by  men  who 
are  experte  in  the  business,  there  is  no  reason  I  oan  see  for  again  disturbing  that 
elaaaiflaatlon.  That  Bbould  be  a  standard.  When  theae  daasifioationa  are  made  the 
[nestioDS  boretofore  have  been  thoroughly  weighed,  and  there  was  a  considerable 
-sngUi  of  tiiue  for  the  committee  to  act  in,  before  tliay  claeelfled  anything  brought 
to  their  notice.  After  being  eiperieuced  in  that  line  of  boainess  for  years,  if  yon 
bring  to  tbem  a  piece  of  merchandise  or  a  new  prodnotiou  and  ask  them  to  classify 
It,  and  they  du  classify  it  after  thorongbly  oonsideriDg  tbo  qaestioa,  I  do  not  see 
an;  reason  why  that  sbonld  be  ohuiged  again.  That  SDonld  be  jnst  as  fixed,  as  I 
said  befure,  as  a  yardstick. 

Q,  The  protest  of  the  Merchants'  Assoclatioo,  then,  is  not  primarily  that  freight 
rates  have  been  advanced,  but  that  they  have  been  perhaps  uneqnaJly  advanoedT — 
A.  Unequally  advanced  and  advanoed  iii  a  way  that  adds  hardens  to  the  small  man 
ftnd  the  small  shipper.  You  can  always  look  for  that  effect  if  this  indireet  method 
of  raising  freight  is  going  to  be  continued.  The  email  man  will  get  the  wuist  of  it. 
That  has  been  our  experience  in  the  past,  and  we  expect  to  have  more  of  it  unless 
some  way  is  found  to  stop  it. 

Q.  In  your  judgment,  then,  ought  the  classifioatioo  for  the  country  at  large,  or 
fbr  the  diffurent  sections  of  the  country,  to  be  drawn  up  by  a  representative  body, 
Including  represeutatioQ  of  tbe  sbippers  and  of  the  railroads  and  with  pablicity  lu 
the  CQDl'HreaceH,  this  olassili cation  tben  to  be  effeetive  either  tbroughoat  the  United 
States,  ur  tbrongb  merely  the  Official,  Soathem,  and  WesMrn  territory,  as  the  case 
may  bef — A.  Yes. 

Q.  And  your  protest  is  against  a  system  by  which  discrimination,  rebates,  and 
disadvantages  of  various  sorts  are  intnidaoed  indlteotljT — A.  I  would  not  like  to 
include  the  word  "rebates"  in  olassiQcation. 

Q.  But  it  amounts  to  the  same  thiugT— A.  Yes;  it  is  a  different  means  of  obtain- 
ing the  same  end. 

Q.  (By  Mr.  Clarke.)  You  speak  of  inspeotors.  Who  are  they,  and  by  wbat  laws 
or  rules  are  they  governed  t — A.  That  is  purely  arbitrary,  too.  They  bave  this 
olassilioatiou,  and  naturally  they  are  not  going  to  trust  to  tbe  honesty  of  the  ship- 
pers to  observe  it.  If  it  is  not  observed  there  is  an  opportunity  of  oue  shipper 
securing  an  advantage  over  another,  if  bis  conscience  is  elastic.  For  instance,  if 
the  commodity  in  which  he  is  interestad  is  really  first-lass,  and  he  marks  on  his  box, 
OD  his  case,  something  that  couies  under  tbe  fifth-class  rate,  he  naturally  makes  a 
difference  between  the  first  and  fifth  class  rates.  Bnt  the  railways  maintain  the 
system  of  inspeetion,  and  if  tbey  have  reason  to  question  a  shipment  they  will  open 
it  and  look  it  through  and  classify  it  in  accordance  with  their  classification. 

Q.  Wbat  class  of  employees  does  this  opeuiug,  inspecting,  and  reclassifylngT — A. 
They  are  a  separate  and  distinct  class  by  themselves.  I  do  not  know  from  what 
source  they  draw  them,  but  they  are  maintained  at  the  expense  of  the  various  rail- 
road assoclatioDS,  and  are  under  a  chief  inspector.    They  are  stationed  at  transfer 

Q.  (By  Mr.  Riplby.}  Do  they  not  have  it  in  their  power,  if  they  were  bribed  or 
otiierwise  induced,  to  change  the  freight  rates  which  parties  pay  I— A.  Yes;  and  it 
is  also  possible  for  tbem  to  louk  the  other  way  on  occasion. 

Q.  Is  that  practice  known  to  exist  to  some  extent! — A.  Well,  it  is  like  a  good 
many  other  things  in  couueotion  with  transportation  matters.  It  is  a  thing  that 
everybody  knows,  but  it  has  not  yet  bean  proven. 

Q.  Wonld  it  not  be  likely  that  the  large,  powerful,  important  shipper  would  he 
less  severely  treated  Liy  the  railroad  in  the  matter  of  inspection  than  tlie  small  ship- 
per who  ships  less  frequently  f — A.  Yet;  there  are  certain  railroads  who  use  that  very 
thing  as  a  method  of  catting  tbe  rate.  Tbey,  for  instance,  might  Instruct  tbe 
shipper  iu  New  York,  if  be  is  agreeable,  that  be  should  mtselassify  his  freight,  and 
thereby  get  a  lower  rate  offreiiflit. 

Q.  And  tbey  would  instruct  their  Inspeotors  to  take  no  note  of  itf — A.  1  do  not 
know  that  yru  can  say  they  wonld  instruct  the  inspector,  hut  the  inspector  will  he 
friendly  with  thi-m. 

Q.  (By  Mr.  KAHCtuiiAn.)  What  wonld  the  other  parties  in  the  same  business  do  in 
that  ease  t— A.  Well,  if  any  other  shipper  could  eeoure  the  facte  they  would  probably 
go  to  law  about  it. 
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Q.  Bnt  tf  the  othnrs  Mcnred  the  diBcrimiDatioa,  woald  tfaej'  go  to  lawf — A.  No;  I 
think  not,  if  they  were  beneUted  U;  it.     [Laiigbter.] 

Q.  Now,  you  Heeni  to  mnke  ft  charge  of  venult;  against  inapectorH.  What  reosoD 
have  yon  to  know — have  you  ever  known  of  a  caae  of  veDality  oa  the  part  of  inapeo- 
tors  of  raitroadBt — A.  I  no  not  know  of  any.  Aa  I  said  liej'ora,  it  in  one  of  tneae 
tfaingH  that  everybody  kuowB. 

Q.  (By  Hr.  Cl&kke.)  Irrespective  of  the  question  of  houeat^  in  the  adniiniatra- 
tloii  of  thia  [imotice,  let  us  see  if  we  can't  find  oat  a  little  more  about  tbe  practice 
ilaelf.  Is  it  a  fact,  an  yoa  uaderatantl  it,  that  all  tbe  railroad  rompaniee  employ 
inspectors  at  Bhipping  and  tranafer  poiotst—A.  Notall  railroaila;  do.  The  railroad 
asauiiiBtions  employ  tbeni.  For  instance,  the  trunk-line  railways  which  govKra 
transportation  mattora  in  tbe  territory  extending  from  Now  York  to  ChicaK»  and 
north  of  tbe  Ohio  have  their  ktoiii)  of  inspectora,  tha  Weateru  Railway  Asaodatlon 
have  theirs,  and  likewlae  tbe  Bontbern. 

Q.  Is  it  generally  uudsralood  among  luercbants  that  their  packngea  of  goods  ace 
anbject  to  he  opened  bv  tbe  inspectors  of  tbe  freight  associations  T— A.  Yes,  sir. 

Q.  And  compared  with  tbe  iDvoic«Bl — A.  Not  compared  with  tbe  invoices;  com- 
pared with  tbe  Hhipping  receipt  or  tbe  bill  of  lading. 

Q.  Is  there  »tiy  contract  in  tbe  bill  of  lading  ur  any  other  paper  that  pnoosa 
between  the  shipper  and  tbe  railroad  company  which  authorizes  the  railroad  com- 
pany to  open  tbe  packageal— A.  No,  air;  they  assume  that  right. 

Q.  Do  the  niercliants  ubjiMjt  to  itT — A.  No,  air;  they  do  not.  I  shonld  not  think, 
to  exnrees  my  own  opinion,  it  wonld  be  to  their  interest  to  object  to  it, 

Q.  Is  it  coiiiiiion  practice  among  the  merchants  tu  abip  in  a  lower  cliwAiRcation 
than  goods  abould  honeally  go  into  t— A.  1  abonlil  not  think  it  would  be  ri^bt  b>  call 
tbitt  a  coiiimou  practice.  That  in  another  thing  I  oaii't  atate  of  my  own  knowledge. 
1  think  that  there  is  a  record  statemeut  that  covers  that  point,  and  I  attended  a  se«- 
aiuu  of  tbe  Interstate  Commerce  Commission  that  was  held  in  New  York  when  they 
took  up  that  very  point.  They  bad  the  inspectors  before  them,  and  I  think  the  chief 
Inspector  testified  that  that  practice  waa  going  on.  If  I  remember  correctly,  he 
gave  the  percentage  of  instauces  of  which  bin  attention  had  been  called  to. 

0.  You  saw  the  statement  of  the  late  George  K.  Blancbard,  made  before  this 
a  that  same  subject f— A.   Yea,  air;  I  was  present  when  he  made  tbe 

.._ _^«  W)i«  cjualilied  to  speak;  be  hud  access  to  these  records.    They  keep 

curds  of  cases  of  mi xi'laaslfl cation.  Tbe  inspectors  know  juat  where  to  pat  their 
uunita  on  parties  who  iire  given  to  that  soKt  of  thing, 

Q.  Do  yon  understand  that  this  matter  of  inspection  is  in  any  way  regolated  or 
provided  for  by  lawf — A.  No,  air;  I  do  tiot  believe  iliiit  it  is  provided  for  by  law. 

Q.  Would  the  merchants  feel  better  protected  if  it  wi're  provided  for  bv  law,  the 
same  as  the  Inapection  of  imported  goods  by  the  Government  iaf— A.  I  think  they 
would.  Section  10  of  the  act  to  rcgnlate  couimcrc^e  cciven  that  point — that  is,  in 
regard  to  misclaaslH cation,  and  provided  a  jienalt.v,  bnt  nothing  is  said  in  it  about 
inspection.    That  seems  to  have  l>ecD  left  to  take  rare  of  itself. 

(j.  (By  Mr.  Farquuah,)  Would  not  a  railroui)  imtiirally  have  aright  to  eiunine 
any  article  for  transportation  on  a  road,  provided  it  wns  in  a  hazardoos  schedule — 
gunpowder,  chemicals,  or  anything  etsef — A.  Weil,  tboy  only  accept  those  article* 
by  special  contract.    Thuy  have  a  right  to  dcterm i ne  that  befole  they  accept  it. 

Q.  But  yon  think  they  have  no  right,  to  discover  fraud  at  all  in  transporting  a 
flrst-olass  rlaasilleil  article  for  a  fonrth  olasst — A.  I  think  they  have  a  right.  If 
they  have  not,  they  ongbt  to  have. 

Q.  At  leaattbey  exercise  itt— A.  Yea. 

Q.  (By  Mr.  CLotRKB,)  Do  diapnteaeverarise between  tfaeae  inspeotot«audehipper« 
as  tothereolaaaificationT — A.  Yes;  that  is  bronght  about  by  tbe  mfflciilty  of  correctly 
grouping  varioita  kimlH  of  merchandise  or  artirtes  in  a  way  that  will  correspond 
_i.i   .1..   _i — !D__.- —  1  —  ».j      .i>-i._  .. :..  — »  ...1 '-- ■  Instaure,  In 

_,__  _,    ..     .     , _    _,    t  tbluga,  the 

classes  of  which  do  not  agrer.  If  yon  want  to  put  that  in  one  class,  it  Is  puzzling 
to  know  Just  bow  to  properly  group  it  and  yet  be  in  line  of  the  olassifioatioD,  For 
instanee,  shelf  hardware  mlgbt  be  Hflb  class,  pncketknivea  might  be  first  class.  If 
you  have  a  package  of  pocketknivat  and  shelf  hardware,  all  of  which  is  a  small 
shipment,  in  order  to  agree  wiib  the  classification,  inntend  of  making  I  package 
yoD  would  have  to  make  2  packages.  That  ia  one  iif  tbe  things  that  is  so  disturbing 
to  commercial  interests.  Tbeir  packers  gi^t  accustomed  toclassllication  andsnddenly 
It  is  changed,  so  it  is  bard  to  know  Low  to  group  shipments  again.  It  requires  a 
man  quite  expert,  and  the  packer  must  bave  a  bigh  degree  of  intelligence  to  analyie 
that  claaslti cation  and  comply  with  it  in  a  good  many  instancea, 

Q.  Do  yon  understand  that  these  iuapectors  are  emplo.ved  on  uicouut  of  their 
expert  knowledge  of  clasaitn  of  goodaf— A,  Yeo;  tbey  are  supposed  to  be  expert  in 
c1asi«B  of  goods,  and  alao  parlicnlarly  familiar  with  the  claBBlflcatioD^itaelf  and  the 
grouping  of  various  articles  into  one  shipment.  i    (_^(H)»^^   C 
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Q.  It  la  »a  urbitntr;  act  od  their  part  in  trausferring  from  one  clAsaificatioa  to 
no^ber,  is  It  iiotf— A.  Well,  ttey  have  cot  to  justify  themBelvea  by  the  classifioation. 
Their  acliooa  at  timee  sre  coniplained  of.  Wbeo  an  iiicreaaed  rate  of  fteight  ii 
demanded  tbroagh  thulr  aot,  it  wilt  quite  ft«quently  happen  that  the  sliippeT  will 
ooDtend  that  he  wm  right,  and  they  will  have  to  argue  the  point. 

Q.  Wonld  the  matter  be  limplifiedaod  made  dearer  If  eacb  bUlof  lading  waajirao- 


tlcally  an  involoe  of  the  goods  in  the  packagef— A.  They  do  tbat  a 

Soaaible  now,  specify  (in  the  Hhippf    ""  '-'•>--•-' ' 
o  not  inolnde  the  whole  Invoice. 


poaaible  now,  apecify  on  the  Hhipplug  papers  what  the  abipmeut  coDBiata  of.    They 


Q.  It  la  a  iiiatt^T  of  oonveolence  among  merobante,  is  It  not,  to  pnt  a  oonaiderable 
variety  of  goods  into  a  alngle  paukine  ca«e  sometinieaf— A.  let,  air;  tbey  do  tbat 
for  Tessons  of  eoononiv  in  their  paclclng  department,  and  alao  to  comply  with  a 
minimum  weight  rule  that  tbeee  olaatification  eommitteea  have  in  tbetr  claaslfication, 
I  will  illnetrate  that:  They  have  a  rule  whicb  ia  to  the  effect  tbat  no  single  package 
of  a  small  lot  of  fVeigbt  of  one  clau  will  be  taken  at  less  than  100  ponnda  at  tirat- 
closB  rate,  and  iu  no  case  will  the  charge  for  a  aingle  consignment  be  less  than  25 
cents.  Now,  the  shipper  will  endeavor,  of  course,  to  put  aa  many  eooda  aa  poaaibte 
In  the  one  case  in  order  to  get  tbe  t>enefll  of  the  weight  of  the  larger  shipment, 


ii  absence,  would  it  not  be  some  protection  to  him  and  some  aid  to  tiie  inspectors 
-\  invoice  accompanied  the  bill  of  lodingl— A.  It  might  be.  Yes,  yon  might  say 
>ii]d  be.     It'wonld  be  an  open  oneetion  aa  to  whether  the  advantages  wonld  off- 


set the  trouble  of  making  ai 

Q.  (By  Mr.  Kii'LEY.)  Sappose  a  jobber  in  New  York  is  endeavoring  to  compete 
wltb  a  jobber,  we  will  say,  in  Montgomery,  Atlanta,  or  some  point  iu  tbe  Sontb;  do 
these  Jobbet«  in  the  South  deal  in  a  larger  number  of  commodities  than  wonld  a 
jobber  in  New  York,  as  a  rule  I— A.  Well,  I  shonld  think  not. 

Q.  Tbe  jobbers  iu  New  York  will  deal  with  either  dry  goods  or  hardware,  or  some 
particnlarlineof  commoditieaT— A.  Yea. 

Q.  In  some  of  these  Sonthem  centers  are  there  not  Jobbers  who  Job  in  a  number  of 
different  conimoditlea  at  the  same  timet— A.  Yes;  a  sort  of  a  general  store. 

Q.  Would  not  tbe  Jobber  with  the  general  store  in  tbat  locality  have  a  distinct 
advantage  over  his  New  York  competitor,  in  being  able  to  put  together  a  number  of 
commodities  in  small  packages  ioto  a  large  case  in  shipping  out  to  hix  costoniersT— 
A.  The  railroads  object  to  that.  They  have  a  rule  that  covers  tbat  point  also. 
"Sbipmoiite  of  property  combined  into  package  by  forwarding  agents  claiming  to 
act  aa  shigipers  will  only  be  taken  when  the  names  of  indlvidnals  and  final  con- 
aignees,  a«  well  as  the  character  and  contents  of  each  package,  are  declared  to  the 
receiving  agents,  aud  nach  property  will  be  waybilled  as  separate  consignmenta  and 
fivight  charged  accordiugly." 

Q.  No  matter  even  If  all  boxed  togetherl— A.  If  I  understand  your  auestion,  he 
wit)  shi]>  to  a  certain  point  to  a  number  of  merchants  in  tliat  point  and  have  one  of 
them  distrilinte  packages  to  the  other  merchants  In  tbat  cityi 

Q.  I  want  to  bring  ont  this  point,  whether  the  Jobber  in  New  York  dealing  in  a 
aiogie  line  of  commodities  is  on  a  par  in  competition  with  the  Jobber  in  a  moderate- 
ailed  town  in  the  South  who  may  conduct  a  business  in  sever.iI  lines  of  commodities, 
and  who,  in  shipping  fr<im  that  nmall  local  renter  out  to  little  towns  round  about, 
may  cumbine  his  sbipments  into  packages  of  more  than  100  pounds,  whereas  the 
Nevr  York  shipper,  dealing  iu  only  1  line  of  commodities,  oonld  not  afford  to  ship 
direct  tothe'smallcouutry  atoref— A.  Yea;  thelocsljobber  mightbaveanadvuntage 

<j.  And  no  railroad  tariff  or  discrimination  oouldoffect  that— that  is,  the  nature  of 
tbebosineast—A.  No. 

9-  (By  Mr.  Kknnf.dy.)  1  would  like  to  aak  yon  whether  the  increase  in  rates  by 
this  indirect  method  Chat  you  are  speakingabontisjustifledaomewbat  on  tlie  ground 
of  tbe  general  prosperity  of  the  eonntry — that  the  prices  of  eonimoditiesiiregiiiog  np 
throughout  the  country  and  railroad  rates  should  also  follow  T— A.  That  was  tbe 
only  reason  assigned  by  the  railroads  for  this  advance.  They  claimed  tbat  tbe  prioe 
of  materials  baa  advnnced,  and  tbat  for  a  long  period  of  years  the  tendency  of  rail- 
road ratex  bad  been  downward,  aud'tbat  tbey  were  JusttUed  in  making  that  state- 
ment. But  thoae  were  the  only  reasona  assigned  for  this  advance.  I  took  occasion 
to  look  into  the  earnings  of  railways  to  a  oousideiable  extent  and,  ho  far  as  the 
Soiitheru  railways  are  coucemad,  I  faund  that  their  net  earnings  wi^re  20  per  cent 
higher— at  least  20  per  cent  higher— than  th«y  had  ever  been  in  tbe  history  of  the 
roods.  Yet  they  claimed  that,  l>ecBnse  of  the  advance  in  tbe  prices  of  inaturials,  etc., 
they  had  to  have  more  money.  It  did  not  seem  quite  runaistout.  It  is  a  well-known 
Act  that  in  tranaportation  matters  an  increased  volume  of  traffic  produce*  great 
results.  It  seemed  to  us  that  tbe  railroads  ought  tu  have  been  satisfied  with  that 
increased  vuhime  of  traffic  which  prndnced  that  20  per  cent  incrense  in  their  net 
earnings.    There  is  another  point  that  we  do  not  seem  to  have  touched  upon  yet. 
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•gala  took  the  stfttid  and  regumed  his  tMtimunT  m  follows : 

(Witneoa,  oontiDuing.)  There  woa  onepoiut  tnat  I  think  nu  not  madB  eafflci«atlf 
el«ar  this  moTD lug,  II*,  ioileed,  it  wu  touched  apon  at  all.  The  merohandtM  tntffio, 
Trhioh  cornea  particularly  under  these  cluBifloationa,  moves  In  smiLlter  volniae,  of 
OODTM,  than  what  ate  knotrn  oa  "commodities,"  snch  aa  flour,  coal,  grain,  and  arti- 
cles of  limtlar  natnre  that  mnve  in  oaTloada,  anil  this  class  of  merohandlM  pajs  tba 
highest  scale  of  rates.  Fot  instance,  the  r&te«  on  flour  from  Minnaapolis  to  the  sea- 
bonrd— that  is,  New  York,  Washington,  and  Philadelphia — are  comparatively  mod- 
erate. When  this  classification  was  advanced  the  railroads  by  tbal  action  placed 
almost  entirely  npon  the  merchandise  claHSes  tho  harden  of  the  increase  in  Avight 
rates,  which  toey  cluitiied  were  reqnired  to  meet  the  demands  niiide  upon  their  rere- 
nne  by  the  Inorevwd  cost  of  materials,  etc.  They  did  not  at  the  same  time  advance 
the  rates  on  the  coarser  commodities  to  which  I  have  referred.  That  does  not  seem 
to  na  to  be  entirely  eqaitable.  If  the  railroad  revenues  required  an  increase  for  any 
pnrpose  we  can  not  understand  why  it  is  that  the  Increase  was  not  assessed  npon 
the  entire  volnme  of  ttaSo  moved.  That  seems  to  us  to  be  in  the  natnre  of  a 
discrimination. 

Q.  (Hy  Mr.  Kbnnkdt.)  Is  there  any  feeling  among  yonr  people  that  the  railroad* 
favor  the  export  traffic  of  the  ooontiy  aa  against  the  home  trafflo  and  diatrlbntiont — 
A.  They  certainly  ilo  make  lower  rates  on  export  business  than  they  do  on  lock] 
business,  but  I  do  not  know  that  there  is  any  serious  objection  to  tfiat.  That  aeema 
to  be  reaaonable. 

Q.  (By  Mr.  Farquhar.)  Do  ;oq  know  of  any  ease  where  a  through  foreign  rate 
there  haH  been  diverted  into  the  local  market  in  the  Eoatl^A.  I  can  not  state  that 
specifically.  In  order  to  be  specific  about  these  matters  you  will  have  to  have  before 
yon  a  complete  Hie  of  freight  tariffs,  which  xhow  the  scales  of  rates  tbemselvea. 
There  ore,  perhaps,  a  hundred  thousand  or  more  of  those  tariffs  in  existence,  and  it  is 
llkegoiug  to  a  library  to  look  up  certain  inforuiation ;  it  is  almoHt  impossible  to 
carry  it  in  your  head.  If  you  attempted  to  be  spaciflc  offband  it  would  be  merely 
gnesswork,  and  it  is  for  that  reason  I  uiodo  tbe  reqoest  that  1  should  be  allowed  to 
Insert  tliose  matter^.  I  do  know  of  such  cases,  but  I  can  not  at  the  present  time 
state  theiri  specifically.     I  wonld  like  to  look  that  up  and  provide  the  information, 

I  was  HpeakiuK  before  of  export  rates.  Takn,  fur  instance,  flour;  not  for  any 
sjwcial  purpose,  but  simply  bj  way  of  illnstration.  On  flour  from  Minneapolis  to 
Liverpool  the  inland  rate  Is  lees  from  Minneapolis  to  New  York  than  it  wonld  be  on 
a  shipment  of  flour  to  bo  delivered  at  New  York  locally  and  consamed  there.  The 
difference,  I  think,  is  about  2  cents  a  hundred  pouails. 

Q.  (By  Alr.CLAKKK.)  Did  you  notice  the  news  of  this  morning  that  the  flonrmilla 
in  the  Pennsylvania  district  have  consolidated,  with  a  view  to  romputlujr  with  the 
Western  mills  fnr  the  export  tradeT — A.  I  did  not  see  the  news.  I  have  known,  in 
a  general  way,  that  such  action  was  contemplated.  With  the  exception  of  two  the 
Western  milts  at  Minneapolis,  Duluth,  and  West  Superior  are  now  consolidated.  It 
is  in  the  direction  perhaps  of  creating  a  trust,  but  my  own  opinion  in  that  a  tmst, 
aa  applied  to  tlie  manufacture  of  dour,  is  an  impracticable  thing. 

Q.  I  understood  you  to  indicate  that,  in  your  opinion,  there  is  no  particular  objec- 
tion to  a  through  e.tport  rate  from  the  interior  of  tble  country  and  the  far  West, 
half  way  across  the  Continent,  and  then  across  tho  Atl.intieOofan.— A.  1  had  better 
<jualil'y  that  by  saying  that  I  do  not  believe  it  is  proper  to  export  the  raw  material 
in  that  way — for  instance,  wheat — because  the  ultimate  effect  of  that  is  t<i  deprive 
the  home  manufacturer  of  the  opportunity  to  get  the  profit  in  the  manufacture  of 
that  staple.  The  effect  of  making  what  you  might  term  exci  ssively  lew  ratea  oo 
wheat  seems  to  be  working  in  favor  ol*  the  foreisn  miller  as  against  the  bomemill^, 
with  whom  the  home  miller  has  to  compete  in  the  foreign  market. 

Q.  Yon  are  aware,  T  suppose,  that  there  are  through  import  rates  to  the  interior 
of  our  conntryT— A.  Yes. 

Q.  And  that  these  are  lower  than  the  rates  for  shipment  ftein  oertaln  mannfaetot- 
Ing  centers  in  our  country,  like  Pittsburg,  to  certain  distributing  centers,  Ilka  St. 
Paul  I  Dothemerchantsof  New  York  object  to  tUatl-A.  1  would  not  say  that  we 
wonld  object  to  it.  It  Is  a  most  difficult  thing  to  answer  tbat  qneatton  in  an  intel- 
ligent manner,  taking  into  consideration  the  conditions  as  they  exist.  The  principle 
that  seems  to  underlie  or  seems  to  govern  the  prumnlL;ntion  of  fVetght  rates  is  in 
favor  of  the  longest  haul.  There  is  not  any  relative  equality  as  between  the  ratea 
for  a  short  distance  hanled  and  a  long  distnnce.  For  instance,  if  a  shipment  origi- 
nating in  Liverpool  is  destined  to  Chicago  the  conditions  wonld  seem  to  be  beyond 
the  control  of  any  influence,  dictating  that  the  rate  from  Liverpool  to  Chicago  shal] 
be  almoat  as  cheap  aa  the  rate  ftoirt  Liverpool  to  New  York. 

Q.  Which,  in  yonr  opinion,  has  the  greater jwwer  in  fixing  these  throndi  ratea — 
the  railroad  or  the  steamship  companicsf— A.  If  there  is  any  advantage  in  we  natter. 
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it  probkbly  lies  nilli  the  raUronda.  Tbo  IuImkI  r»te,  1  tblnk,  haa  n  i^raiiter  jnfluenoe 
over  the  tbroagli  nAu. 

Q,  AppareDlly  a  thruiigti  rate  of  tbat  klDd  is  a  diaDrimiDation  agkinst  tbe  domeatio 
proilacer  and  the  domsstio  distributor  or  merchant.  Now,  cun  yon  tell  us  what 
off«*ta  of  an  advantageous  character  there  are  to  thatt— A.  Ko;  1  can  not. 

Q.  (By  Hr.  Kipley).  How  doe«  ttiat  affect  tbe  mmpetition  between  jobbers  in 
CliicaEo  aod  in  New  Yorkt  Is  it  posaiblo  tbat  Jobbing  merobants  in  Chicago  can  on 
a  low  chroagh  import  rate  reship  their  commc^itiea  and  compete  with  yoD  in  terri- 
tory which  otbernise  wonid  be  tributary  to     en  Yorkf — A.  Yes;  they  do  it. 

Q.  Will  J'ou  explain  further  about  that,  as  to  tbe  nature  of  that  oompetltionT — 
A.  For  instance,  Marshall  Field  &.  Co.,  of  Chicago,  will  sell  in  territory  that  is 
within  SO  milea  of  Kew  York  the  same  kinda  of  goods,  bought,  perhaps,  in  the  same 
market  abroad,  that  tbe  New  York  Jobber  will  bny.  That  doea  not  aeem  to  be 
reaaooable  on  its  face,  but  it  is  a  fact  uevertbeleaa ;  and.  iu  trying  to  discover  the 
reason  for  it  we  can  only  reach  the  ounclnsion  that  it  mast  be  throngh  some  advan- 
tun  in  tbe  matter  of  tbe  through  rate. 

Q.  In  other  wurda,  do  you  mean  that  the  whole  through  rate  to  Chicago,  plus  the 
local  rate  ftom  Chicago  back  to  the  point  of  deatination,  ia  leea  than  the  rate  whioh 
the  New  York  merchant  will  pay  from  the  foreign  point  to  New  York  and  ftom  New 
YorktoileaUiiationl-A.  Thatisit. 

Q.  Doea  thia  affect  the  nature  of  the  oommission  business  as  distinguisbed  from 
the  Jobbing  business T  Will  you  ezpiaiu  the  differenoe  between  those  two  if  there 
beanyf— A.  Well,  us  I  nnderstand  tbe  commission  man,  be  is  an  intermediate  or 
third  party  that  does  not  invest  bis  capital  directly  iu  tbe  bnslneBs,  nor  doea  he 
-earry  an  extensive  stock  of  goods.  He  has  what  tbey  term  aeconnts  with  certain 
millH,  ami,  it)  a  sense,  is  their  oel ling  agent.  On  tbe  other  hand,  the  Jobber  buys  his 
gooilM  outright,  takes  his  chances  of  wnat«ver  element  of  rink  there  may  be  in  con- 
ducting ordinary  buslneee;  he  is  under  the  eipenae  of  maintaiaing  n  store  and  hav- 
ing his  capital  locked  up  a  certain  length  of  time,  aod  the  oi  re  umii  ton  oes  surrounding 
him  are  entirely  dilferant.  There  is  one  difference  there  that  is  very  aigniflcaut.  In 
the  coiiimissiun  busiueas  it  is  possible  to  ship  from  the  mill  to  the  buyer  in,  say, 
Central  or  Western  territory  direct — only  one  nanl  an.l  one  expense  uf  flight  rates. 
With  the  jobber,  he  has  two  hauls  and  the  expense  of  paying  freight  twico— tbat  is, 
in  the  aconmulation  of  bia  stock  and  In  the  distribution  of  it. 

Q.  In  other  wolds,  the  jobber  pays  the  sbipment  from  the  mill  into  New  York, 
the  goods  being  unloaded,  and  then  he  pays  another  shipuient  from  that  point  out 
totbecoDsnmHrl— A.  Yea. 

Q.  Or  to  tlie  general  store  which  sells  to  the  oonsumert — A.  Yes. 

Q.  Would  it  be  to  the  iiit«rest  of  the  railroad  to  foster  tbe  Jobbing  trade,  then,  in 
onier  that  it  might  retain  2  hauls  instead  of  II — A.  It  niivht  look  so  on  its  snrface, 
but  when  you  consider  that  railroads  seem  to  bo  favoring  large  sliipiiieiits  and  large 
shippers,  1  think  the  reverse  would  be  the  ease.  You  might  think  that  the  railroajl 
would  rathrr  have  a  man  pay  freight  twice,  bnl  tbe  trend  of  things  indicates  Just  the 
opposite— that  their  interests  lie  in  the  direction  of  doing  basiness  in  large  JOta. 

Q.  In  other  words,  do  yon  mean  to  imply  that  the  industrial  combinations  which 
mannfacture  in  ditl'trent  parte  of  the  country  are  shipping  direct  to  the  consumer 
and  eliminating  the  Joblwrf— A.  Yes. 

Cj.  And  til  at  railroads  are  assisting  In  this  trauafomiation  by  the  diatlncliou  which 
tbey  make  between  carload  and  less  than  oarload  lots,  or  iu  other  Wftyst — A.  Most 
decidedly,  yes. 

Q.  The  increase,  then,  in  the  Southern  olaaaiflcation  In  the  proportion  of  distinction 
between  carload  and  less  than  carload  lots  ia  directly  in  line  with  this  tendency 
which  has  been  indicated  T — A.  Yes.  that  is  the  case. 

Q.  How  doea  this  alfeot  New  York  as  a  distributing  center  or  as  a  center  of  Job- 
bing tradoT^A.  Well,  now,  I  aoareely  like  to  deal  with  family  aeerets.  We  will  pnt 
It  this  way:  a  few  years  ago  there  were  28  dry  gooda  Jobbing  honaes  In  New  York, 
to-day  there  are  4. 

Q.  Doea  that  neceaaarily  mean  that  the  4  may  not  lutve  the  control  of  Joat  as  larg* 
a  volume  of  buslnesa  aa  tbe  28  formerly  badT — A.  I  think  not. 

Q.  tn  other  words,  tiiere  haa  been  a  proportionate  shrinkage  in  t^e  amonnt  of  Job- 
bing business  done  from  New  York  t — A.  Yes. 

Q.  Haa  there  been  any  compensation  to  New  York  in  return  for  tbatf — A.  Not  to 
my  knowledge. 

Q.  Is  that  typical  of  otbei  lines  of  industry,  so  far  as  your  information  eztendat — 
A.  Yea. 

Q.  What  ia  the  ultimate  effect  likely  to  bef— A.  Tbe  elimination  of  tbe  joblter  aB 
a  factor  in  commeroial  affairs. 

A.  Thia  will  tend  to  lessen  tbe  importance  cuiiiiueieially  of  luany  of  the  large  eon- 
tore  in  tbat  tespeotf — A.  In  that  respect,  yes. 
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>vbI  or  one  item  of  oo«t  betiv«eii 
L.  PoMlbly.  ItDieaoaacloMrooBn«ciioD  between 
tbe  producer  and  the  rotteiimer,  anit  Datnrally  that  nill  have  a  certaio  eeonoinlc 
effect. 

ii.  (By  Mr.  Litchmak.)  How  fat  ia  that  RonditiOD  of  affairs  tlie  malt  of  the 
Krowth  of  tbe  (leportmeiit  etoreT — A.  Tbat  bas  an  intinence  as  well,  and  the  iotro- 
dactioD  of  trolley  lines,  aod  the  maiuteDUice  by  ilepartnent  stores  of  tbeir  t>ee- 
delivery  systems. 

Q.  Anil  tlieinnll'Or(lereyst«m  also! — A.  Ybs, 

Q,  Well,  would  that  not  be  a  very  large  factor  in  the  elimination  «f  thejobberf — 
A.  That  competition  could  probably  be  met,  if  it  were  not  for  this  matter  to  which 
wo  have  bean  referring  here  of  the  difference  in  freight  rates. 

Q.  Is  it  the  cDstom  of  tbe  depurtment  store  to  deal  directly  with  the  mannfiwt- 
tnrerl — A,  Yes;  ss'I  once  beard  it  expressed,  the  department  store  does  a  retail 
bnsinesi  in  n  wholesale  way.     That  is  a  paradoxical  expression. 

4J.  That  is  exactly  it,bowev(^r.  Yuu  thluk,  then,  thnttblsdiBcrimiiiatinn  in  claasl- 
flcation  nnii  othfr  wnys  that  yon  have  described  is  tUe  principal  factor,  do  yonT — A. 
I  do;  yes.  ThatistliebaHis;  that  is  tbe  ntartin);  point.  Theexistenceof  thedepart- 
meni  store  stniply  emjihaslzesand  exaggerates  it.  It  puts  thejobber,  aa  tbe  jxpreesiou 
goes,  between  the  devil  and  the  deep  sea. 

Q.  Bow  lonK  ago  was  it  that  there  were  28Jobbing  houses  in  New  YorkT — A.  I 
was  trying  to  lix  the  date  in  my  mind.     1  will  have  to  answer  that  afterwards. 

Q.  By  theso  jobbing  houses,  do  yoa  mean  jobbing  bouses  connected  entirely  with 
the  doniDBtic  trade  or  with  tbe  foreign  trade,  or  both  f— A.  Both. 

Q.  So  far  an  yon  have  observed,  liiiwfarhns  this  elimination  of  the  jobbing  interest 
been  afl'ei'ted  by  tbe  change  in  tbe  tariff  system  of  the  Unit«d  Stattef — A.  I  am  not 
familiar  with  that  pbuHe  of  tbe  qnesttou. 

Q.  l)o  you  know  whether  those  jobbing  houses  were  at  some  time  agents  of  foreign 
manufactureni  f^A.  They  might  be  in  some  instances,  bnt  those  are  ezoeptione. 
'I'hey  ore  a  dlfl'ereut  class.  Tbey  have  theirown  agents  solely.  The  foreign  honaes 
n  niany  in»tiinof8  huve  their  own  repn        "   "" 

"    '""' ,rket fominrly  '    " 

t,  that  also  w 
eitent,  would  it  nott — A.  Yes. 

Q.  (ity  Mr.  KAltiji.'irAtt.)  What  is  the  difference  lietween  the  profits  of  the  jobber 
and  the  commission  manf — *     '  •""  ofr->iA  rhnt  i  #.<<n  .i^*  Bnui^«-  ii*.,*  ...laBimn      i 
have  never  l)een  in  the  me: 
to  it  at  all. 

Q.  Well,  then.  In  the  elimination  of  the  Jobber  the  expense  attendant  on  the  whole 
jobbing  trade  is  eliminated  as  between  tbe  inuunfarturer  and  the  distribntorT — A. 
Yes. 

Q.  Would  yon  generally  say  that  thut  condnces  to  cheaper  goo<]K  to  tbe  oon- 
snmert — A,  I  should  think  no. 

Q.  Ih  it  a  fact  that  most  of  those  large  department  ston-s,  like  Hiegel,  Cooper  &  Co. 
and  Waiiamaker  and  otherH,  tiike  tbe  eutirs  prwluct  o(  mills  and  dis]>oBe  ot'it  with- 
out the  int.i'rpa8ition  of  eitliei'  the  jobber  or  tbe  cunimiHNion  manf— A.  1  think  that 
might  be  true.  For  instance,  1  have  nutired  that  John  Wanamaker  Is  handling  the 
output  of  the  Chickering  piano  factor)  anil  one  or  two  others  There  la  another 
point — about  tbe  etl'ect  of  the  i'i>]nmnni'<y  of  interest. 

I  scarcely  know  how  to  present  tha.  in  a  simple  way.  We  had  better  start  off 
with  the  idea  thut  it  in  assumed  that  compi'lttlon  among  railways  is  a  benefit  to 
ccmmercial  interests.  That  may  have  bi-en  true  to  some  evteiit,  but  after  New  York 
has  saffereil  so  much  from  tlie  comjietition  of  other  trailn  centers,  many  of  which 
had  railway  lines  that  ware  interested  in  buildiu};  up  these  ceutera,  we  have  come 
to  the  conclusion  that  competition  is  uot  ho  beuetirial  alter  nil,  and  we  look  to  this 
so-called  community  of  interest  to  cliiiiiDiite  ii  great  many  of  tbe  com  plaints  that  - 
we  have  hrretofore  bad.  And  we  take  a  broad  rii-w  of  it — that  the  interest  of  cer- 
tain railways  to  their  local  territory  will  nut  lie  so  great  ns  it  wiix  heretofore;  that 
by  grouping  these  rnilwayn  together  there  will  probably  be  no  such  thing  as  a  local 
interest  to  a  railroad,  and  that,  because  there  i'  no  local  interect  to  a  railroad,  they 
will  not  fiivor  one  point  at  the  expense  «f  another,  and  they  will  put  them  all  on  a 
basis  of  eouality. 

^.  (By  Mr.  Kiplky.)  Has  New  York  suffered  in  tbe  past  specifically  by  the  oper- 
ation of  such  causes  f — A.  I  might  say  that  New  York  has  been  discriminated  against 
for  30  years  in  the  scale  of  rates  in  force  esst  iind  west.  Boston  is  in  the  same  fix 
as  we  are  in  that  respect.  Begiuuing  nt  Boi^ton  and  down  to  Newport  News,  there 
is  in  existence  what  is  known  as  a  differential  scale  of  rates;  that  is,  t«ke  a  com- 
mon point,  Chicago,  thedifferenre  in  tlie  rate  from  Hoston,New  York,  Philadelphia, 
Baltimore^  and  Newport  News  U  about  2  cents  per  hundred  pounds.  X  will  luake 
that  speoifio  when  1  get  my  scale  of  rates.     That,  of  course,  is  a  discrimination  in 
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tavot  of  tbe  8oDthem  porta  on  busioeBs  originating  in  Chicago,  or  originating  at 
the  aeaboanl  and  moving  to  ChicAgu. 

Q.  Does  that  apply  tu  weat-buuiul  busiaeMi— A.  Ym;  it  applisa  east  and  vrest. 

Q.  Do  you  nndetstKDd  that  there  lit  a  ditfereatiol,  then,  by  which  New  York  is  din- 
arimioated  against  in  shipnienta  to  Chicago  t — A.  Yes. 

Q.  West  bound  tu  well  an  eait  boundl — A.  £iport  and  import.  , 

Q.  On  throngh  export  aniHmport  rfttesJ — A.  Yea. 

(j.  Aiid  on  basiDeas  originating  at  New  Yorkf — A.  On  bneineas  originutina;  at  tbnae 
points  Take  the  same  illuatratiou  1  liave  used,  dour.  Haltimore  gets  tbe  noiir  {torn 
Minneapolis  for  about  5  cents  per  barrel  Iobs  than  New  York  gets  the  llonr  from  tlie 

(j.  tint  In  tbe  opposite  direction  does  it  ooet  Kew  York  more  per  100  pounds  in 
ehipmeut  of  men-faaDdiae  than  it  costs  Philadelphia  and  other  citiesf~A.  Yea. 

Q.  Is  tbisasubject  of  agrt-ement  Iwtween  thii  railroadaf— A.  Yes. 

Q.  Practically  a  pool  f— A.  Well,  that  went  luto  existenoe  before  pools  were  ever 
thought  of.  That  was  a  question  that  was  submitted  to  arbitration  at  the  instiga- 
tion, I  think,  of  the  New  York  Central  and  Pennsjlviinia  railroads,  and  a  cnmmission 
was  a;>poinC«d  which  consisted  of  Allen  G.  Thnrman,  ex-Senator  Washbnrn,  and 
Judge  Cooley  ;  and  they  invealigated  the  uneatiou  and  made  that  recommendation, 
and  it  has  been  in  force  ever  since.     1  think  that  was  W  yeara  ago. 

Q.  Have  the  organized  merchants  of  New  York  atMmnted  at  any  time  to  induce 
the  New  York  Central  to  break  that  agreement  and  to  give  them  ua  low  rates  to  Chi- 
cago a«  Baltimore  and  Philadelphia  aernref— A,  The  merehants  were  opposed  to  it 
at  first,  but  I  think  when  they  rcltected  that  that  condition  of  tbinga  was  practi- 
cally forced  upon  the  New  York  Central  to  protect  itsearninga,  they  ceased  to  make 
strenuons  compluint  about  it.  It  was  prsvticiilly  a  blackmailing  aalteine  on  the  part 
of  lines  competing  with  the  New  York  Central. 

Q.  By  that  do  you  mean  that  the  railroad  rates  are  made  by  the  circultoos  roads 
rather  than  by  tbe  most  direct  and  best  equipped  ones  I — A.  Yes. 

Q.  (By  Mr.  LiTcciMAN.)  What  is  theraletoBostonascomparedwiUiNew York) — 
A.  BostoQ,  I  believe,  takes  a  rate  of  2  cents  per  100  ponnds  higher  than  to  New 
York. 

Q.  FromNewYorkJ— A.  Yes. 

i).  'I'ben  Boston  is  worse  off  than  New  York  in  that  scheme  of  disorimination  t— 
A.  In  domestic  bnsiiiess  it  is,  but  in  export  business  it  takes  the  same  rate.  There 
is  a  diH'erence  made  there  to  eqaalize — to  put  Boston  ou  the  same  basis  as  far  aa 

tj.  (By  Mr.  Kiplky.)  What  is  the  reason  of  the  special  advantages  which  Balti- 
more  and  Newport  News  have  enjoyed  under  this  system  t — A.  Well,  the  oaly  reason 
tliat  CUD  be  assigned,  perhaps,  is  that  it  represents  tbe  price  of  peace  ae  among  the 
Hues  to  the  seabnnrd. 

(j.  Have  the  merchants  of  New  Y'ork  any  remedy  to  snggest  for  thiB'diacrlmina- 
tiou  undi^r  which  they  labor  In  competing  with  the  Western  territory  t— A.  The  only 
one  that  we  could  auggest  would  be  for  the  New  York  Central  to  break  away  ftwm 
tbe  agreement  and  insist  tbat  Tatee  from  these  seaboard  points  or  to  and  Irom  theoe 
seaboard  points  should  be  the  same. 

Q.  (Hy  Mr.  C1.AIIKB.)  New  York  merchants  have  the  benefit  of  the  competition  of 
the  trunk  lines  so  far  as  there  is  competition,  do  tbey  noH — A.  If  there  was  any 
competition  we  would  probably  get  the  benefit  of  it;  but  I  qiieetiun  very  innch  it 
there  is  any. 

(j.  Do  not  large  quantities  of  ti^ight  to  and  from  New  Yi>rk  p:iss  over  the  eevecal 
trunk  linest— A,  Yes. 

Q.  Do  you  mean  to  intimate  or  say  that  competition  in  entirely  eliminated  by  thle 
differential  rate  that  has  been  agreed  upon  t— A.  It  bos  practically  that  effect,  lam 
speaking  now,  of  course,  of  what  is  piiblioly  done.  As  1  remarked  this  morning, 
there  are  some  things  that  everybody  Knows,  but  that  have  not  yet  been  proven,  and 
I  would  not  want  to  go  into  the  question  of  what  is  nut  done  openiy. 

Q.  (By  Mr.  Riplkt.)  Have  yon  reference  to  the  Eaatern  Trunk  Line  Association 
in  speaking  of  this  agreement,  oris  this  broader  than  tbe  agreement  of  the  Kasteni 
Trunk  Line  Association  f — A.  No;  all  tbe  roads  concerned  in  tbat  ore  mem  here  of  the 
Trnuk  Line  Aisociatlon. 

(j.  Doue  the  Kasteru  Trnuk  Line  Association  cover  tbe  Norfolk  and  Western  and 
Cbeaapeake  and  Ohiot — A.  Yes. 

Q.  (By  Mr.  FAUguiiAR.)  Were  not  these  the  differentials  made  by  the  arbitration 
board  I — A.  Yea. 

Q.  They  were  agreed  upon  hy  all  the  railroadst— A.  Yes. 

Q.  Agreed  upon  by  the  Interstate  Commerce  Commissiont — A.  I  do  not  know 
whether  the  Interstate  Commerce  Commission  baa  indorsed  that  or  not. 

Q.  That  it  was  a  fair  differential  at  that  time  under  the  conditiouaT — A.  At  tbat 
time,  yes;  and  I  believe  that  the  commiasion  stated  at  the  time  they  rendered  the 
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d«olBi«n  thftt  tbey  ilid  not  e)rp«ct  ft  to  be  operatWe  p«rpetDkll7,  that  oonditione 
mijEbt  oriae 

Q.  (Interrupting.}  Binoe  the  eatabliehment  in  those  Bonthem  porta  or  rwnlar  lines 
between  the  UnitM  States  and  Europe,  has  not  that  lesBennd  tbe  Ifeir  York  trade 
itaelft— A.  Ob,  moet  ondoabtedly. 

Q.  Jnat  on  direct  shipmentef — A.  Mont  uDdonlitedly. 

(i,  Welf  hitve  not  al«o  ;oiir  terminal  irbarftes  in  New  Yoric  hsd  a  great  dnal  to  do 
with  the  diSeTentialt — A.  It  is  claimed  Iliat  that  ia  tme.  Poraonally  I  have  never 
thought  that  tbey  had  mncti  to  do  with  il. 

Q.  Would  not  the  same  rule  hold  voud  of  your  transfer  obarges  in  New  York  as 
they  would  In  Huffalo,  in  respoot  to  diverting  It  by  the  Canadian  lineel — A.  Yea.. 

Q.  In  otber  words,  do  you  think  it  is  a  rule  of  business,  without  any  seutiment  or 
any  feeling  alwut  the  thing,  that  comnieroe  takes  the  chekpwt  route,  aa  long  aa  it 
is  feasible  and  e^ef— A.  Cummeree  follows,  as  they  say,  the  line  of  least  leaistance, 
and  always  will  do  eo,  1  presume. 

Q.  (Bj  Mr.  Kbnnbdt.)  Is  there  a  probability  that  bymeaot  of  this  oommunity  of 
ownersbip  of  railroads,  or  consolidation,  these  diffBreDtials  in  favor  of  Ualtimore 
and  Newport  News  will  be  done  away  witbT — A.  There  is  a  possibility  that  that 
will  be  bronght  about,  I  Ibink. 

Q.  ThroD^  those  means  t — A.  Yes. 

Q.  (By  Mr.  &IPLIEY.)  If  this  eommanity  of  interest  plan  does  not  extend  to  all  the 
tmnk  lines,  but  ee(»arates  them  into  tno  great  Kronps,  might  it  not  be  possible  that 
warfare  of  a  very  exaggerated  sort  mi^ht  arise  between  the  two  giant  interests! — A. 
1  tbink  that  the  method  of  settling  ijioae  questions  by  so-oalled  warfare  isatbing 
of  the  part.  I  would  rather  take  the  other  view  of  it.  If  there  were  two  giants 
they  wontd  embraoe  each  other.  They  would  do  practically  what  was  donemtbe 
steel  business.  There  wen  two  strong  lines  there— I  do  not  mean  lines  of  railway 
now — (hat  crosaed  one  another,  and  the  way  ont  of  the  difBouIty  waa  to  oonsolidate 

Q,  (By  Mr.  Kbnnbdt.)  How  do  the  merchants  of  Tfew  York  view  the  railroad  oon- 
solldAtion  which  is  going  ou  as  affecting  their  interestB  or  atfecling  the  increaae  in 
rates  that  baw  oome  about  in  the  way  you  descrlbef^A,  We  have  never  objeoted  to 
direct  inoreauvs  i[i  rates.  We  are  more  partlonlarly  interested  in  the  question 
of  having  each  merchant  or  each  shipper  secure  thii  same  rate,  so  that  there  shall  lie 
no  advuutago— tliere  sbalt  be  no  eotnmeicialisni  iu  tbu  rate  of  flight.  That  is,  dif- 
ference in  the  rate  uf  freight  practically  has  the  elfeot  that  a  man  who  is  securing 
an  advantage  in  the  rate  of  flight  aud  using  it  in  his  boeineae  is  simply  aaing  as 
capital  mouey  that  rightfully  iKlongs  to  the  railway.  He  ban  that  much  added  cap- 
ital in  bis  business  if  nehas  an  advantage  in  the  rate  uf  freight,  and  he  is  getting 
that  right  out  of  the  railroad  treasury,  and  also  at  ths  expense  of  his  competing 
merchants. 

Q.  Many  transportation  experts  and  some  railroad  presidents  have  said  (hat  (he 
great  cause  of  complaint  was  not  that  the  rates  were  high,  but  that  there  was  dis> 
crimination  between  individuals,  etc.,  hut  now  that  there  !s  stability  of  rates  and 
no  discrimination.  Wo  have  a  good  deal  of  testimony  to  that  elfect. — A.  I  do  not 
think  they  have  exactly  reached  that  state  of  perfection  yet  where  there  is  no  dis- 
crimination and  no  secret  rebates;  but  I  expect  this  community  of  interest  to 
abolish — perhaps  entirely  abolish — all  those  prsotices ;  for,  as  1  say,  there  will  l>e  no 
longer  nuy  reason  to  pnt  ont  these  inducements.  They  are  bound  to  gut  the  busi- 
ness— that  is,  by  close  community  of  interest  they  are  bound  to  get  the  business. 
There  is  no  reason  why  they  should  seek  it  or  try  to  induce  it  by  any  secret  practices; 
it  would  be  against  their  own  interests, 

Q.  (By  Mr.  Bipi.&y.)  Would  yonspeak  of  the  combination  between  St.  Louisand 
Chicago  and  against  New  York  as  applied  to  the  great  oentral  territory  of  the  United 
Stateel — A.  Do  you  mean  the  relative  possibilitiesf 

Q.  The  relative  ini|»ortance  as  distributing  centers.  Is  New  York  holding  its 
gronnd  as  a  distribnttng  center  thronghout  the  middle  west  as  against  Chicago  and 
St.  Loaisf — A.  I  will  have  to  say  no  to  tliat  question. 

<J.  Your  protest  as  I  understand  it,  representing  the  Merchants'  Association  of 
New  York,  Is  that  the  freight  rates  and  claseifloation  recently  pnt  in  force  tend  to 
hamper  the  extension  of  New  York's  iuQuenoe  in  the  Southern  States! — A.  Yes ;  bnt 
it  likewise  hampers  in  the  same  way  Chicago  and  St.  Louis ;  that  is,  this  particiUar 
mat(er  of  elassifloation. 

<J.  Is  there  then  no  competition  as  between  New  York  and  Chicago  for  this  Sonth- 
em  territoryT— A.  Oh,  yes. 

Q.  What  form  does  that  oompetltion  take,  or  what  is  the  nature  of  Itt — A.  It  ia 
(be  same  kind  of  competition  that  exists  anywhere  else.  The  question  of  transpor- 
tation does  not  enter  there. 

Q.  Can  yon  ship  from  New  York  as  cheap  or  cheaper  into  Atlanta  as  a  merehant 
in  the  same  line  of  business  in  Chicago! — A.  If  there  is  any  advantage  in  the  scale 
of  rates  itself,  New  York  has  it  against  St.  Loais  and  Chicago. 
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Q.  In  other  words,  yon  can  U;  down  Koodi  in  any  on«  of  Ibe  main  centers  ot  the 
Soutbem  States  cheaper  on  the  basis  or  fteif{))t  rate  thao  the  Chicago  or  St.  Lodu 
merchant  oanf — A.  Yes;  dne  to  another  agreenient  between  railway  llnra  that  dates 
baok  perhaps  30  year*.  It  was  an  unwritten  agreement  among  aii  railroads  that 
merobaudlM  ahonld  enter  the  8onth  from  the  EHst— that  is,  from  lier  Hea)>oard. 

Q.  Do  yon  meui  that  it  was  agreed  that  that  was  the  natural  inletf — A.  I  do  not 
know  what  1>roaght  aboat  that  wreement.  I  only  know  that  agreement  in  a  gen- 
eral way;  I  can  make  that  speciflo  too;  1  have  a  tecortl.  The  idea  was  to  eiolnde 
the  Western  lines  Aom  any  participation  in  basineestfaat  moved  into  the  Rontk  from 
the  West.  That  was  the  general  effect  of  the  agrei-ment.  Why  that  wm  done  1  do 
not  know. 

6.  (By  Mr.  Ci^UKB.)  Ceui  yon  tell  whether  or  not  the  Wabash  or  Illfnole  Cen- 
tral are  parties  to  that  agreement  or  noderstanding.  whatever  it  niay  be! — A.  They 
are  all  concerneil  in  it.     It  was  sort  of  a  general  agreement. 

Q.  (By  Mr.  RiPLKY.)  Does  that  condition  prevail  at  the  present  timef — A.  Yee. 

Q.  How  far  wonld  it  be  due  to  the  effect  of  cheap  water  rates  which  New  York 
enjoys  through  to  Southern  p<irtst— A.  Well,  if  there  are  any  cheap  water  r»t«8 
flora  New  York  to  SontLem  puiiits,  I  am  not  fnmlliar  witii  them. 

Q.  Do  you  mean  that  you  have  no  knowledge  of  tbeirexist^noel — A.  I  meaathatl 
do  not  think  that  they  ilo  exist.  There  la  no  competition  betn  een  the  conatwise  water 
lines  and  the  railroads.  In  fact,  this  very  cloeaiQcatlon  that  we  were  diHCUBsing 
this  morning,  althoagh  it  is  designed  to  Qt  railroad  oonditionH,  applies  via  the  eteam- 
■hip  Hues  as  well. 

Q.  (By  Mr.  Kbknedy.)  Doesthecommnnity  of  Interest  between  the  railroads  and 
steamship  lines  bring  that  abontf — A.  It  Is  entirely  commnnlty  of  interect;  I  can 
say  yes  to  that,  that  competition  between  the  coastwise  lines  aod  the  railroad  lines 
is  more  apparent  than  real. 

Q.  The  commnnlty  of  Interest  then  is  likely  to  deprife  the  people  of  the  advantan 
of  the  cheaper  shipment  by  wntert — A.  Yes,  it  will  certainly  do  that;  has  done  It,  In 
fact.  For  instance,  yon  would  naturally  a  appose  thattheinflueaceof  the  lakes  was 
of  some  ^gn'H°<uice,  bat  every  merchandise  line  on  the  lakes  Is  owned  by  the  rail- 
roads. The  same  way  with  the  Erie  Canal,  which  runs  from  Bnffalo  to  the  Hudson 
Siver;  there  are  merchandise  fi'eight  tines  owned  by  the  railroads  operating  on  the 

jsent  time  possible  to  lay  down  goods 
II  than  It  ia  ft'om  Chicago  or  8t.  Louie, 

a  virtue  of  this  agreementf — A.  Yee;  I  said  if  there  is  any  advantage  east  of  the 
BBisaippi  wc  have  it. 

Q.  Is  there  any  recent  movement  of  the  Western  lines,  snch  as  the  Illinoia  Central 
and  the  lines  fVom  Chicago  to  the  Ohio,  inl«iidud  to  equalize  those  conditlonsf — A. 
That  is  a  question  that  they  can  oot  govern  for  IheninRlveH.  The  lines  east  of  the 
Mississippi  in  the  South  refuse  to  cooperale  or  prorate  with  the  Hoes  west  of  the 
Mississippi. 

Q,  How  about  the  niinoia  Central'H  having  a  continiiouFi  line  from  Chicago  to  the 
South  coast  t — A.  If  they  attempted  to  take  mdepBiideiit  actioQ,  it  wonld  simply  pre- 
cipitate a  rate  war. 

Q.  Will  yoD  speak  of  the  peculiar  conditions  which  enter  into  commerce  between 
New  York  and  San  l^'tancisco — that  is,  transcontinental  ratesf — A.  You  refer  to 
what  Is  known  as  transcontinental  freight  nitesl 

Q.  Yes ;  Is  it  possible  fur  a  Mew  York  merchant  to  do  bnainess  in  California  terri- 
tory In  competition  with  Sun  Franolsoo  t— A.  Yes. 

Q.  Will  yon  explain  fnrtherf — A.  I  was  going  to  refer  to  the  fact  that  on  basiiieas 
destined  for  California  and  the  Paolflo  coast  there  la  another  clnaaificatiou  in  effect 
which  is  pecntiar  to  that  traffic.  It  is  made  in  a  different  way  from  the  OSicial  or 
the  Western  or  Sontfaem.  It  ts  mode  by  making  groups  and  naming  rates  to  cover 
groups  rather  than  items — that  is,  rather  than  separate  itemn.  There  haa  been  a 
contention  bv  commercial  bodies  of  the  Central  West,  particularly  Chioago  and  St. 
Lonis,  that  the  scale  of  rates  and  also  the  rlBSsifloation  in  effect  from  CMcago  and 
St.  Louis  was  detrimental  to  their  interests.  Chicago  and  St.  Louis  claim  that  the 
transcontinental  lines  are  using  this  same  difference  between  the  carload  and  less, 
to  exclude  them  from  the  PaclBo  coast  territory.  On  the  other  hand,  the  Pacific 
coast  Jobbers  maintain  that  Chicago  and  St.  Louis  have  no  right  to  do  boslnees  out 
in  their  territory,  and  there  is  a  case  now  before  the  Interstnte  Commerce  Commis- 
sion in  which  that  whole  question  Is  involved.  It  Is  of  aratbercomplloated  nature. 
for  instance,  a  rate  from  Mew  York  to  San  Francisco,  and  iVom  Chicago  to  San  Fran- 
cisco, is  the  same.  Chicago  claims  that  because  she  Is  nearer  San  Francisco — and 
St.  Louis  makes  a  similar  claim— the  rate  to  San  Franoiseo  shonld  be  relatively  lew 
than  it  is  from  New  York  to  San  Francisco. 

As  a  matter  of  fact  the  rate  from  New  York  to  San  Francisco  od  traDaooutineDtal 
buainesa  is  what  shonld  be  properly  styled  a  compelled  rate — that  ie,  a  rate  tiiat  is 
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not  baaed  on  the  coat  of  service  teniviei,  or  distance  banietl,  or  aii.ytbiiig  of  a  simi- 
lar nature.  It  is  a  compelled  rate,  because  it  in  Hied  by  the  rate  by  ocean  from 
Hew  York  iiroiiiiil  Cape  Horn  »nd  up  to  San  Franuiiico.  The  currurt  t)OBitioQ,  from 
a  rate  point  of  view,  of  Cbicago  to  San  Francisco  is  in  reality  tlie  rate  from  Chicago 
to  New  Yorlc  nlns  tiie  rate  tiom  New  York  to  San  KranciscL.  What  the  interesta  of 
Chicago  and  St.  Lonis  seek  is  to  have  that  coraiwlled  rate  used  as  a  bnsia  and  then 
oblJffe  tberailroads  to  grade  the  rates  from  the  Eastern  seaboard  to  tbeTncilic  coast. 
That  would  bring  about  tliis  result:  That,  instead  of  thu  rate  lieing  ti,  for  instance, 
fWtm  both  New  York  and  San  Franoisco,  it  would  under  a  gradetl  system  l>e  75  eente 
from  Chicago  to  San  Francisco. 
Q.  The  rate  of  CI  being  fixed  aa  a  minlmnm  on  the  basis  of  water  competition  f — 

Q.  Docs  the  city  of  Denver  make  a  similar  contention  thst  it  is  cntitkd  to  still 
less  than  the  Cbicagn.gon  Frsndsoo  rnlef — A.  Ves;  there  is  one  of  the  dlHicnllieB. 
If  the  principle  involveil  in  the  compelled  rate  is  not  leciiguw.eiX  and  proterled,  and 
this  graded  system  of  riitcs  is  iutrmlnced,  yon  can  at  onre  lee  Ibat  with  the  rate 
from  New  York  to  San  Francisco  of  $1  to  be^in  wltli,  tn  grade  that  westward 
yon  would  soon  reach  a  point,  perbai>B  after  yoiMeft  Denver,  where  there  would  not 
be  any  rate  to  decide.     You  would  he  carrying  gomls  for  nothing. 

Q.  Undi-r  present  conditions  ii  jobbing  inerobant  in  Chicago  can  compete  on  even 
terms  with  one  in  Sew  Vork  in  the  whole  California  territuryl— A.  That  Is  appar- 
ently true,  but  not  wholly  true  for  thiH  reOHon.  The  Chicago  merchant  hns  agniust 
him  the  rate  that  it  originally  cost  him  to  get  bis  stnck  from  the  Kant  to  Cbicago, 
which  must  be  adde<l  to  that  rate  which  be  must  pay  from  Chicago  to  San  FninciHco. 
There  is  that  mncb  against  him, 

(j.  Ton  have  testified  tliat  tlie  through  export  rate  would  be  almost  as  low  to 
Chicago  as  to  Now  York.— A.  Well,  on  irnynrted  goods  th;it  slafement  which  I  have 
just  made  would  not  apply.  1  wns  speaking  of  a  Bhi^mmut  originating  in  the  Enst 
and  ruhandled  by  a  Chicago  man  dealine  in  San  Fraucisco. 

(J.  (By  Mr.  Clarkk.)  1>o  the  New  York  merchants  generally  favor  the  building  of 
the  Nicaragua  Cannlf— A.  1  do  not  think  I  am  i[ualiflcil  tu  answer  that  question.  I 
would  like  tn  explain  that  our  asaociatiou  has  undertaken  so  much  that  there  are 
some  natters  we  nave  beou  compelled  to  overlook.  That  canal  qnestion,  altfaongh 
of  very  great  importance,  we  have  not  bad  time  to  take  up  as  yet;  but  we  pro]iose 
to  do  80. 

y.  (By  Mr.  Kennedv.)  Do  I  understand  jou  to  say  that  yon  bi^lievo  the  inequal- 
ities and  evils  in  the  classification,  from  your  point  of  view,  would  lie  cnrwl  by  tlie 
combinations  and  consolidation  of  the  railroads  1 — A.  No;  not  the  classifiiation  mut- 
ter. They  seem  in  that  respect  to  have  adopted  a  new  system  of  advancing  rates. 
We  do  not  know  that  they  arc  going  to  continue  to  do  it,  hat  tliey  have  the  oppor- 
tunity to  do  if  they  desire.    There  is  not  anything  to  restrain  them. 

Q.  Whatisittbatwillliecuredbrconsolidationr— A.  Other pmc tires.  Forinstance, 
Tebalea  or  discriminations  of  other  nature,  particularly  in  the  matter  of  seating  rates. 

Q.  You  said  this  morning,  I  l)elleve,  that  these  disorimiuiitions  which  were  elf eate<l 
by  the  advunoef  in  classincations  were  practically  rebates,  did  yon  notl^A.  I  do 
not  want  to  be  understood  in  just  that  way.  The  idi>a  1  wish  to  convey  was  that 
by  manipulating  the  classification  there  was  an  opportunity  to  acciimplish  the  same 
thing  as  is  accomplished  by  rebates. 

Q.  Yon  spoke  this  morning  about  some  classes  of  arlicles  that  were  not  discrimi- 
nated against  In  these  recent  changes  in  classifi  cation  a  and  mentioned  paper  as  one. — 
A.  Yes. 

Q.  Do  you  attribute  that  to  the  inQuenoe  of  the  paper  trast,  or  to  a  fear  of  the 
InSnence  of  the  newspiipei-s  in  case  paper  was  advanced  f~A.  No;  that  was  merely 
an  assumption  un  my  part  that  that  was  done,  I  arrived  at  that  by  checking  from 
the  list  when  the  advauces  were  made,  and  I  was  reiy  much  surprised  to  Had  that 
a  good  many  of  these  articleu  that  are  nontroUed  by  these  combinations  were  not 
disturbed;  and  naturally  the  question  arose  in  my  mind  as  tu  why  that  should  be, 
and  the  answer  stiggestAd  itself, 

Q.  (By  Mr.  Hiplry.)  1  would  like  to  ask  whether  there  is  any  complaint  aboal  the 
regulations  as  to  the  stileof  package,  as  to  the  muke-up  of  iteight  in  these  dill'erent 
classitlcatiDnsl_A.  Yes. 

Q.  Has  the  Interstate  Commerce  Commission  any  power  whatever  to  prescrilie 
such  regulationsHs  those  ofwhich  you  speak  t  Has  it  any  eupervisiou  overciassillca- 
tion  or  ths  detailed  regnlationa  for  shipment  of  freight,  or  in  this  matt«r  are  y<iu 
entirely  at  the  mercy  of  the  railroadt — A.  Entirely  so.  Referring  to  that  style  of 
package  again.     The  Southern  claasif) cation  bos  a  clause  to  this  elTeot:  "Property 

Iiresentod  to  carriers  pai'ked  in  so-called  boxes  or  ciises  made  from  atrawboard, 
Bfttherlioanl,  wood-pulp  liber,  wire-split  wood,  and  other  analogous  iiiaterialit 
Inolnded  in  wooden  irames.  wilt  l>«  charged  10  per  cent  higher  UiMi  the  olMsificM- 
Uon  provided  for  such  projierty  in  boxes  or  chhch."  ^^  . 
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To  illnstniU  that:  A  fiber  box  has  a  frame,  or  mora  correctlf  speaking,  a  crate, 
made  of  strips  of  wooil  to  form  the  eomeni,  and  instead  of  wiMideii  boards  for  tbe 
aides  and  bottoni  and  ends  and  top,  thej  use  this  fiber  board  wbicb  prodacee  a  case 
ireigbinft  very  little,  and  which  isquito  strong  and  waterproof.  Naturall;  it  Is  light 
in  ireigDt,  and  being  light  in  weight  niakea  a  i>hipmeut  made  in  that  stjle  of  esse 
WBigb  leas  than  one  sbipped  in  a  wooden  box.  The  railroad  loses  the  freight  on 
that  extra  weight,  and  in  order  to  restrict  the  use  of  these  fiber  cases  which  are  used 
by  milliners  and  merchants  who  ship  tbe  finer  styles  of  dry  Roods,  they  make  Ibia 
diecrimi nation,  and  charge  10  per  cent  hlgbet  rut«  on  all  freight  shipped  in  these 

Q.  Is  there  a  siDiilar  complaint  respecting  disorimi nation  us  between  barrels  and 
boxes,  or  other  arbitrary  distinctions  made  by  railroads  SKainut  which  tbe  shippers 
have  no  remedyf— A.  Yes:  in  hardware  there  are  instances  in  which  they  cbargu  a 
higher  rate  for  goods  packed  in  boxes  than  in  barrela.  The  railroads  explain  that 
by  claiming  that  the  snippen  will  pnt  goods  in  boxea—particiilai'ly  hanlware,  and 
if  it  is  a  high  olasH  hardware  they  will  call  it  low  class  hardware,  and  thereby  get  a 
lower  rate  of  freight. 

Q.  The  point  I  wish  to  bcine  out  is  simpty  this:  Would  tbe  merebanta  weloome 
some  extension  of  the  power*  or  the  Interstate  Commerce  Commiasion  which  woald 
enable  them  to  pasH  on  the  reason ableneas  of  snch  regnlatiuus  as  these,  or  such 
ref^Tilations  as  those  of  which  the  onei*  yon  mention  are  t,s  pioall — A.  Yesj  it  seems 
to  UB  tbat,  in  the  absence  of  the  privilege  of  representation  by  shippers  on  these 
c] ass ifl cation  committees,  there  shonlil  he  at  least  a  power  lodged  somewhere  tbat 
conld  take  up  qnestions  of  this  nature,  and  determine  what  is  reasouable  and  what 
is  jnst.  It  is  entirely  optional  with  tbe  railroads  now,  however  strong  or  meritorlona 
your  case  may  he,  whether  they  will  pay  any  attention  fe  it  or  not.  Take  this 
same  southern  classiH cation  committee,  lliey  have  had  arguments  presented  to 
them  that  we  think  ought  to  convince  anybody,  and  they  do  not  make  an v  response. 

So  far  OH  our  views  in  relation  to  that  question  are  concerned,  I  would  like  to  read 
an  extract  from  a  statement  I  made  at  the  ooiumerce  convention  in  8t.  Louis.  We 
have  taken  this  position,  briefly  stated  :  (1)  "That  the  Interstate  Commerce  Commie- 
eion  should  consist  of  at  least  8  members,  among  whom  shall  he  lawyers,  railroad 
experts,  and  representatives  of  the  shipping  public;  (2)  that  the  commissioners 
should  be  appointed  to  hold  office  during  good  behavior,  as  in  tbe  case  ol  the  United 
States  Supreme  Court;  (3)  that  common  carriera  should  be  given  the  right  to  enter 
into  agreementa,  approved  Dy  tbe  coiiitniitaion,  in  rt-apect  to  interstate  commerce 
only  lor  the  purpose  of  carrying  iuto  effect  the  provisions  of  the  act."  Tbat  was  in 
connection  with  tbe  effort  that  was  made  to  pass  what  la  kuown  as  Senate  bill  1439, 
known  as  the  CuUom  bill. 

Q.  (By  Mr.  1<eni>rdv.)  There  is  a  probability  that  there  will  bo  such  aoomma- 
nity  of  ownerahlp  of  railroads  tbat  there  will  be  nobody  to  enter  Into  an  agree- 
ment— it  will  beull  under  one  headt — A.  Yes;  that  is  a  possibility. 

Q.  There  would  liu  no  uHe  for  such  a  provision  as  the  third  one  read,  then.  1  want 
to  ask  yon  if  y»nr  people  nave  any  complaints  to  make  against  tbe  commodity  rates 
of  the  tailriiadHf — A.  None  of  uiir  members  have  as  yet  asked  us  to  make  any  com- 
plaint. The  commodity  rat^s,  I  may  say,  are  very  low.  I  have  never  known  of  a 
case  where  it  has  been  necesHary  to  complain  of  them.  At  times  they  discontinne 
some  of  tbem,  and  you  may  then  hear  sotue  complaints  seeking  their  reestabliih- 
ment.  But,  generally  speaking,  I  am  not  familiar  with  any  complaints  mails  of 
commodity  rates.  I  might  add  t«  that  tho  statement  that  these  oominoditiee  are, 
moat  of  them,  control  led  by  combinations — induatnat  or  trade  combinationa. 

y.  (By  Mr.  Kiplby.)  The  whole  question  of  clossitication  of  ali  the  hiBber  classes 
applies  primarily  to  the  small  shipper t — A.  Yes;  the  small  shipper  ia  the  one  who 
ia  sufl'ering  and  the  one  who  is  being  pinched  by  these  advances  in  clussiG cation. 

Q.  (By  Mr.  A.  L.  Hakkis.)  I  have  a  few  queetiona  1  would  like  to  ask  that  have 
been  partially  covered.  Yon  stated  this  morning  that  the  net  receipts  from  the 
Southern  territory  had  increased  about  '^0  )>er  cent,  as  I  understooil  Itf — A.  Yes. 

Q.  Can  you  give  the  per  cent  of  increase  of  net  earnings  in  the  'I'runk  Line  terri- 
tory f — A.  1  have  that  information  ( addressing  Mr.  A.  L.  Harris].  I  will  not  be 
positive,  but  I  think  it  is  somewhere  in  the  neighborhood  of  30  per  cent. 

Q.  Can  yon  give  it  for  the  Western  territoryf— A.  I  have  not  as  yet  seen  any  fig- 
nres  on  tbat. 

Q,  By  this  reclassification  in  tbe  diflerent  territories,  can  yon  even  approximate 
the  increase  in  freight  rates  I— A.  I  covered  that  this  morning,  I  think. 

Q.  in  all  the  territory  f— A.  I  think  I  gave  the  per  cent  In  each. 

Q.  You  gave  the  |>er  cent  of  articles  Ui at  were  reclassified.— A.  I  will  give  that 
again  for  your  information.  Tbe  official  cliiBaiticatLon  committee  on  January  1. 1900, 
advanced  In  class  til8  articlce  on  the  merchandise  list,  in  which  there  are  a  few  over 
3,000.  These  advances,  taking  the  scale  of  rates  from  New  York  to  Chicago  a 
basis,  I  may  say  it  is  a  physical  u  


impossibility  to  ascertain  what  the  advance  might 
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be  from  all  paiatB  to  all  points  upon  all  alasses  for  all  dlatances;  so  for  that  reason 
I  have  endeavored  to  get  at  it  by  seleoting  the  New  York-Chicago  rate  as  a  haaU. 
The  advance  vaa  35.5  per  cent. 

Q.  YoD  have  given  tAat  for  each  one  of  the  3  divUiona  that  you  named  this  mom- 
inKl— A.  Yes. 

Q.  Now  that  vas  done  not  by  increaaed  freight  rat«ii,  bat  by  change  in  clanifloft- 
tionf — A.  By  change  ia  tlie  otoasifi cation  entirely. 

Q,  Would  there  not  have  been  more  compUint  mnde  if  they  bad  alloved  die 
olasaifioation  to  remain,  and  bad  changed  the  scale  of  rates  I — A.  I  think  not. 

Q.  Tberii  would  have  been  no  objection  1— A,  Not  tlie  aaiue  objection,  becanae  if 
yon  advance  the  scale  yon  assess  tho  advance  on  Ihe  entire  value  of  tlie  traffic 
moving;  by  the  other  method  yon  can  advance  the  retae  on  Just  a  portion  of  tlie 
traffic.  This  method  exempts  the  commodities  f^om  any  advance,  becanse  the  com- 
modity rates  are  not  covered  by  the  classification  at  all ;  they  are  separate  and  dis- 
tinct from  the  classiScatioD. 

Q.  Now  yon  spoke  of  the  Cnllom  bill,  approving  its  general  provisions.     If  the 
railroads  agree  upon  a  claasiflcation  in  these  different  territ-ories,  would  there  not 
bo  some  protection  in  havinE  eomebody  like  the  Interstate  Commerce  Commission 
antborized  to  approve  that  classification  and  not  permitting  it  to  be  changed  for  ft    . 
oertainperiodof  timet — A.  Yes. 

Q.  Would  that  steady  conditions  to  some  eitentt — A.  It  would. 

Q.  Chi  you  see  any  objection  to  that  on  the  part  of  the  railroads  after  they  liave 
made  their  own  classification  f— A.  I  can  not;  no.  In  protesting  before  the  oSlcial 
claeslftcation  committee  in  January,  1900,  I  called  their  attention  to  the  tact  that 
their  claesification  had  been  in  existence  then  13  years,  from  1(487  to  1900,  It  had 
been  established  by  a  committee  of  experts  who  naturally  would  be  snpposec  to 
sift  every  item  that  was  brought  before  them  for  classifloation,  and  I  put  it  to  them 
this  way :  ''  If  yon  insist  upon  these  advances,  you  must  either  admit  that  yonr 
experts  did  not  know  their  business,  oi  yon  must  defend  the  charge  of  being  arbitrarr 
in  yonr  advance."  Now,  for  13  years  practically  the  same  men  had  handletl  classi' 
fioation  matters  for  them,  hod  at^oated  nil  these  matters.  Tbeu,  all  of  asuddeQ. 
the;  reached  the  conolualon  that  everything  they  had  done  had  been  wrung,  aDd. 
they  revised  it  in  a  wholesale  way.     We  can  not  understand  why  it  is  that  a  claaai- 


the;  reached  the  conolualon  that  everything  they  had  done  had  been  wrung,  and 
they  revised  it  in  a  wholesale  way.  We  can  not  understand  why  it  is  that  a  claaai- 
Boation  after  it  is  once  established  is  not  as  permanent  as  any  other  standud  of 
measurement.    It  is  a  standard  of  measurement  after  all. 

Q.  You  spoke  of  the  consolidation,  of  community  of  interest  of  railroads.  Does 
that  relieve  the  general  public  from  the  need  of  protection  tbrongh  some  body  like 
the  Interstate  Commerce  Commission  I — A.  Not  necesxarily  so. 

Q.  Wonld  a  body  like  the  Interstate  Commerce  Commission,  constitnted  as  yon 
have  defined  in  yonr  paper,  be  more  or  less  needled  as  tlie  railri^ds  became  consoli- 
dated f— A.  I  am  iuciined  to  believe  it  wonld  be  less  nee<1ed  in  this  way,  that  ther« 
would  not  be  so  many  complaints,  perhaps,  bnt  the  complaints  that  were  made  wonld 
be  jnst  as  important. 

Q.  Wherein  would  the  general  pnblio  be  protected^— A.  By  tliia  community  of 
interest.  They  wonld  be  onl^  protected  by  the  elimination  of  competition,  which  I 
re^rd  as  a  dangerous  thing  in  transportation  matt«rs. 

Q.  Theeliminatlouoi  competitlunisdaugerousT — A.  No.  I  say  competition  itself 
in  transportation  matters  la,  to  my  mind,  a  daugerous  thing.  Tbie  community  of 
interest  would  eliminate  that  competition  by  grouping  the  roads  togetiier,  and 
practically  making  one  family  of  them  all. 

q.  Are  you  ot  the  opinion  with  the  commnn  carriers  of  the  country  that  nobody 
ehoulil  have  any  control  over  themf — A.  Nu.    I  tbink  tbey  should  have. 

Q.  As  competition  is  being  eliminated,  does  the  importance  of  some  coDtroJliog 
power  become  greater  or  lessl^ — A.  Well,  I  think  the  nerpssity  for  control  wonld 
still  be  there.  As  I  have  8tat«d,  the  Interstate  Commerce  ComniiMiuu  might  not 
have  eo  manv  complaints  presented  to  tbeni,  but  those  tbey  did  have  wonld  be  just 
■e  vital ;  and  it  is  important  that  a  supervising  power  Hbould  be  lodged  in  some- 
body, not  leaving  it  entirely  to  the  railroads  to  exercise  their  own  will. 

Q.  Is  the  existing  power  of  the  lutenitnte  Commerce  Commission  satisfactory  to 
the  general  shipperl— A.  No.  They  do  not  seem  to  be  able  to  enforce  their  oiden. 

Q.  Wby  Is  it  that  they  are  not  able  to  enforce  their  ordersf— A.  Well,  tbere  is  ■ 
legal  point  involved  there  that  I  am  nut  faniiliar  with. 

If.  Does  the  law  give  the  power  T  Is  it  the  fault  of  the  InterstateConimeree  Com- 
mission t— A.  Jt  ie  the  fault  of  the  law  itself.    The  law  is  vague  and  indefinite. 

Q.  Has  the  Interstate  Commerce  Commission  as  much  power  now  m  it  had  when 
it  was  first  organized! — A.  I  think  not.  1  think  the  Supreme  Court  has  nurtailed 
its  power  to  some  extent. 

Q.  Is  there  any  encouragement  at  the  present  time  for  the  shipper  who  feels  that 
he  has  been  discriminated  against  or  iqlnred  to  file  a  complaint  before  the  Interstate 
Commerce  Commissionf — A.  No;  not  the  slightest.  'Iliey  simply  regard  the  Inter- 
state Commerce  Cammiseiou  aI>out  the  same  way  as  yon  look  npon  a  sifter— 'tiurt 
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the;  Rift  these  matten  and  anive  at  oertain  oonolaiiuuB,  aoil  that  is  all  thej  can  do. 
Their  ordeT  practically  amoimta  to  a  reoommendatioD ;  that  Ih  aa  far  ae  I  can  iay. 

Q.  You  would  enlarge  the  members  of  the  Interstate  Commerie  ComniiMJon  bo  >■ 

to  take  Id  the  various  iudastries  so  that  they  irould  be  uble A    (Interraptiag.) 

We  bad  tbousht  that  over  and  it  seemed  to  Da  that  if  it  was  made  too  lar^e  they 
never  wontd  be  able  to  aocomplish  much.  There  would  be  too  aaoy  coaflictinE 
interests.  For  that  reason  we  cut  it  down  to  S  members — some  lawyers,  Home  rail- 
road men,  and  some  shijiperii. 

Q.  Would  ;ou  compel  tlie  carrier  ooni|ilained  of  to  come  in  and  make  his  defeiise 
before  the  Interstate  Commerce  Commiaalou  f— A.  I  flhoutd  think  so.  For  inntance, 
when  they  take  au  ai^tiou  similar  to  that  tftknti  by  these  classifloatiou  committese  I 
think  they  should  b«  compelled  to  present  gome  reason*  and  defend  their  conrse. 

Q.  What  is  the  practice  now  with  the  carrier  complaiaed  ofT  Does  ho  make  any 
defense  before  the  luterstattt  Commerce  Couimiulon,  as  a  rnle)~A.  Oh,  yea;  he  is 
repreiK-iited  by  oonnsel,  and  they  plead,  in  a  way,  abont  the  tame  aa  they  do  in  the 

(j.  Now,  wbea  a  flndiug  is  made  by  the  Interstate  Commerce  Commission,  bow 
soon  ia  that  execntedt~A.  That  I  can  not  answer.  Idonotrememberw  to  whether 
the  law  is  specitlo  in  that  respect  or  not. 

Q.  Is  it  or  is  it  not  a  fact  that  years  frequently  intervene  before  there  is  a  fiaal 
bearing  and  decreet — A.  Yesj  they  hare  on  their  docket  nnmeron*  caaes that  they 
have  never  reached  as  yet,  and  some  of  lhen\  have  bean  pending  for  years. 

"  ""■"'^  -"-''  -* —  ■■--.■  1 —  -- ,  jdp  oompl^nantl  Is  it  any  enconrasenieiit 
by  the  interBtate-commetoe  lawf— A.  Not  the 
sllgbteat. 

Q.  (By  Mr.  CI.AKKE.)  Is  the  deUv  of  which  you  oomplxin  regarded  as  the  fitnlt  of 
the  law  or  the  fanlt  of  the  commission  I— A.  I  do  not  know  that  any  fault  in  the  law 
conld  keep  them  from  rendering  a  decision. 

Q.  (By  Mr.  A.  L.  Harris.)  Is  the  delay  caused  by  the  laCerstate  Commerce  Com- 
mission or  is  it  caused  by  the  circuit  court  I — A.  There  may  be  various  causes  why 
they  do  not  operate  more  quickly.  Take,  for  instance,  that  transcontinental  case 
which  is  before  theui,  and  baa  been  before  them  for,  I  think,  a  year  or  two.  That  Is 
a  very  much-involved  subject.  If  the  commission  decides  that  the  grounds  taken 
by  St.  Louis  and  Chicago  iuterests  are  good  and  sufSclent,  and  <Ieci<les  in  their  favor, 
it  would  practically  amount  to  a  readjustment  of  rates  almost  the  world  ovei . 
Naturally,  with  a  qneation  like  that  before  tbem  they  are  excuiuible  for  beinj;  slow. 

Q.  Wondil  you  have  a  |irnviHtun  In  the  law  to  advance  cssea  taken  to  the  United 
State*  circuit  court  on  tlie  dooket  so  they  conld  be  tried  within  a  reasonable  timef— 
A.  Yes. 

Q.  Would  you  be  willing  to  give  to  the  Interstate  Commerce  Cotumiasion  Jurisdic- 
tion to  permit  tbeir  findins  or  Juilgment  to  go  into  effect  at  once,  subject  t«  appeal 
to  the  cirouit  courtf — A.  It'  it  would  be  of  interest,  I  have  a  alal«ment  here  that 
covers  a  f;ood  many  of  thene  pointa,  and  if  there  is  no  objection  I  will  read  it. 

(j.  I  would  like  to  bear  it,  so  faraal  am  conoerned. — A.  This  wss  before  the  Int«r- 
Btate  Commerce  Law  Convention,  held  at  the  Planters'  Hotel.  St.  Louis,  called  for 
tbe  purpose  of  taking  action  to  secure  the  enactment  of  Senate  bill  1439,  koown  as 
the  Ciiltom  bill,  which  was  on  the  calendar  of  the  United  State*  Senate  at  its  last 

(lieoding;}  "In  representing  The  Merchants'  Association  of  New  York  I  desire  to 
state  that  there  are  some  matters  connected  with  the  measure  now  under  considera- 
tion that  we  felt  should  be  further  discussed;  or,  to  put  it  iu  another  way,  we  think 
that  tbe  bill  pending  before  Congreas  should  be  amended  so  as  to  embrace  some 
features  we  have  in  mind. 

"So  far  as  the  bill  in  its  details  is  concerned,  our  association  has  already  put 
itself  on  record  InfiirH  the  Interstate  Commerce  Committee  of  the  United  State* 
Bvoate.  This  positiou  was  set  forth  by  ine,  under  instructions  from  our  oOicera, 
when  I  had  tbe  honor  to  appear  before  that  oonunittee  last  spring,  it  was  then 
staled  that  we  were  convinced  of  the  neoesiiity  of  amendiuK  the  'Act  to  regulate 
ciimmerce' in  snch  manner  ae  vould  remove  defects  therein  which  the  test  of  13 
yrars'  experience  in  the  practical  application  of  the  present  form  of  the  law  hod 
developed.  It  still  neemn  to  us  that  the  propoge<l  measure,  with  the  changes  I  am 
about  to  indicate,  will  elfectively  strengthen  the  weakneaaes  that  have  been  made 
apparent.  But,  on  the  other  hand,  we  are  convinced  that  in  the  criticism  that  has 
been  aroused  against,  aud  in  tbe  arguments  that  have  been  filed  iu  oppoidtioQ  to, 
the  adoption  of  the  proposed  measure  as  it  now  stands,  there  are  some  features 
which  are  of  sufBoieiit  merit  to  indsHnitely  postpone  its  enactment,  or  possibly  to 
accomplish  its  ultimate  defeat. 

"  ''t  will  not  be  denied  that  the 

._.  rosponsibilitiesond duties ii. .  __  — „_ „__ , ..  ...   . 

ini;  tbe  law  this  should  not>in  our  opinion,  be  lost  *i^t  of.    In  the  judgment  of  those 
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I  repreMDt,  the  Interstate  Commeroe  CommlMion  ibould  be  removed  from  all  eaapi- 
elou  of  political  influence,  so  far  u  that  is  possible.  In  its  make-np  and  in  italife.ao 
th»t  in  theejee  of  the  public  It  ma;  stand  apun  a  plnue  similar  to  that  occupied  by 
the  Bupieme  Court  t>f  the  United  States.  If  It  is  to  make  decisioDs  on  tlie  intricate 
and  far-reacbin);  qneations  which  are  to  come  before  it  under  the  enlarged  povrera 
which  it  is  proposed  to  give  this  commtralOTi  in  this  bill,  oonseryative  people  would 
feel  far  safer  if  tbej  knew  that  the  commission  waa  removed  from  poIitJce  and  all  ' 
political  InflnenccB. 

"  1  do  not  mean  to  imply  b;  this  hint  that  the  present  body  is  sneoeptlble  to  politi- 
cal influencea,  bnt  In  the  very  natore  of  things  encb  Inflneuces  are  afmoet  certain  to 
have  weight  in  the  1 1 ebirmi nation  of  questions,  nntesa  its  members  feel  that  tbey  do 
not  owe  llteir  existence  or  continuance  in  offloe  to  any  political  backing,  or  are  tu  Iw 
o  the  midst  of  political  stations  for  the  purpose  of  holding  themMilvea 


nlnnged  ii 


■'  In  fact,  1  think  we  on^bt  to  go  a  step  fartlier  in  amending  this  bill  and  provide 
that  the  uombei  of  commissioners  shall  be  increased  so  as  to  Include  among  them, 
tint,  men  trained  in  railway  freight  management,  aud,  second,  men  who  are  thor- 
onghly  familiar  with  oommeroial  affairs,  who  could  act  as  advisers  in  the  practical 
and  technical  qauelions  which  arc  sure  to  como  before  tbcm. 

"The  adjastment  of  ratee  in  interstate  commerce  is  a  delicate  task,  involving 
Intricate  qnestioos.  While,  undonbtedly,  an  administrative  body  of  proper  jnris- 
diction  may  delermiue  principles  whloh  are  supposed  to  underlie  matteia  of  this 
sort,  yet,  iu  deoiding  the  proper  application  of  those  prinoiples  and  the  eqnitablo- 
neSB  or  reason ableness  of  rates  under  the  complex  conditions  existing  in  this  country, 
there  ought  to  be  iiuong  tbe  members  of  that  body  those  who  have  made  a  atndy  of 
the  subjett  iu  all  its  Involved  ramifications. 

"I  think  you'will  find,  as  this  question  is  agitated  in  Ae  public  press  and  else- 
where, that  the  principal  opposition  from  conservative  people,  and  the  principal 
opposition  as  heretofore  expressed  by  the  repiesentatives  of  the  railroad  corporations, 
against  giving  to  the  Interstate  Commerce  Commission  the  enlarged  powers  pro- 
posed in  this  bill  anseefrom  the  fear  that  tbe  questions  of  great  import  to  be  decided 
will  be  passed  upon  by  men  not  trained  to  regard  tbe  ■nbjeet  £roiu  other  than  ele- 
mentary, purely  legal,  or  political  standpoints. 

"Briefly  Htatod,  we  believe — 

"  I.  That  the  Interstate  Commerce  Commlaeion  shonid  consist  of  at  least  8  mem- 
bers, among  whom  shall  be  lawyers,  railroad  experts,  and  representatives  of  the 
BhippinK  public. 

"2.  That  the  commissioners  should  be  appointed  to  hold  office  dnring  good  be- 
havior, as  in  the  case  of  tbe  United  States  Supreme  Court. 

"8.  That  common  carriers  Hbonld  be  given  tbe  right  to  enter  into  ttfreements, 
approved  by  the  commission,  in  respect  to  interstate  conimeroe,  only  for  ^e  pnrpose 
ol  carrying  into  elfect  tbe  provisions  of  the  act. 

"OorreaaonsfortheflrsttwopropOHilions  have  been  set  forth  above.  With  respect 
to  the  third,  we  may  say  that  aside  from  the  fact  that  it  isonr  belief  that  no  amenda- 
.  tory  legislation  can  be  passeil  unless  tliis  feature  is  included,  we  aie  convinced  that 
the  changes  in  business  methods  and  conditions  which  have  been  wrought  by  the 
oonsolidationof  industrial, manufacturing,  and  businessinterestam^ikctliis  privilege 
essential  to  the  succeaaful  adruliilntratlon  of  the  act.  The  fonndatiun  fur  this  belief 
is  the  tbiingbt  that  pun  oifiil  corporations  which  have  in  tbe  past  lieccime  accustomed 
to  ignore  the  law  when  they  felt  that  Its  strict  observance  by  them  was  detrimental 
to  their  interests,  will  continue  to  hnd  secret  and  illegal  ways  and  means  to  compete 
for  the  large  volume  of  traffic  couf  rolled  by  commercial  combinations,  notwithstand- 
ing the  stringency  of  any  laws  that  may  be  passed.  Legatiited  right  of  oontrai  t 
among  carriers  will,  we  feel,  minimize  the  incentive  to  practice  illegal  acta  and  bring 
to  the  aid  of  thecommission,  In  the  discharge  of  its  important  fnnctionn,  tliut  degree 
of  cooperation  on  thepart  of  railway  managers  that  heretofore  has  lieenso  ueceMary, 
but  at  the  same  time  is  so  coHspionously  abHcnt.  It  also  removes  tho  objection  thai 
the  proposed  legislation  is  solely  In  the  interest  of  shippers. 

''By  adopt  lute  these  suggestions  and  mnking  the  changes  in  the  bill  outlined  above, 
it  seems  to  i^s  that  the  principal  points  of  the  opposition  heretofore  strenuously  mmle 
by  the  representatives  of  the  raUroad  corporations  to  this  measure,  and  the  oppnai- 
tion  iu  the  mtnds  of  conservative  people,  now  raised  and  which  will  he  raised  in  the 
f^itnre  by  agitation  on  this  subject  in  the  press,  will  be  eliminated.  That,  too,  at 
no  Hacrillce  whatever  of  the  object  which  yon  are  desirous  of  and  striving  to  attain, 
namely,  an  equitable  adjnstmentof  maintained  and  reasonable  rates  throughout  the 
United  t^tatea. 

"  In  conclusion,  I  am  authorized  to  say  that  if  it  shall  prove  that  the  intentate- 
oommeroe  law  can  not  be  amended  in  a  manner  that  will  assure  ita  sncoessiuL  admin- 
istration, we  shall  energetically  labor  for  Its  repeal  and  a  return  to  the  condition 
existing  prior,  to  I8S7,  from  which  the  entire  subject  can  be  opened  np  anew  tinder 
the  ohaugeil  conditions  now  existllig  in  the  country. 
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"The  Iftw  ID  ita  preMDt  form,  aa  conatrued  and  applied,  is  a  oonspicuoos  failure. 
JmeSectnal  attempts  to  ailminiater  it  result  not  only  in  the  iiselesB  ^aste  of  at  least 
(250,000  public  fun  la  per  atmiim,  bat  it  in  continually  need  as  a  screen  to  conceal 
the  very  practices  it  was  designed  to  prevent.  ItKorvee  to  operate  as  an  inducemHDt 
to  secret  bartt^ins  and  aK'eementa,  and  enconr^es  a  growing  indifferenoe  to  the 
majeBty  of  the  lavr,  which  the  interests  of  the  business  public  demand  shaU  be 
cheoked.     This  can  beat  be  accomplished  by  wiping  it  out  of  exintence." 

(j.  (By  Mr,  A.  I..  Harris.)  One  thing  more;  As  tbe  rnilroadH  become  more  and 
more  consolidated,  will  not  that  to  iwnie  extent  simplify  the  objection  to  fixing  ratea 
by  these  large  corporatious  to  be  approved  by  the  Interstate  Commeroe  Commis- 
sioDt — A.  Yes. 

Q.  And  in  that  way,  at  least,  will  ftid  in  simplitying  the  work  of  the  Interstate 
Commerce  Commission,  properly  orgaDixedt— A.  Undoubtedly. 

Q.  And  will  not  the  people  be  fcrsA^ly  protected,  or  feel,  at  least,  that  they  aro 
greatly  protected,  if  the  Interstate  Commeroe  Commission  is  reorganised  on  the 
plan  that  you  have  outlined  f— A.  Yes. 

Q.  {By  Mr.  Kennbdy.)  What  do  yon  mean  by  approving  tbe  ruteat  Do  yon  mean 
that  the  Interstate  Commerce  Commission  might  not  have  such  an  intini&te  knowl- 
edge of  the  rate  question  as  to  lie  able  to  intelligently  pass  upon  all  tbe  rntest — A. 
Yes;  that  is  absolutely  essential.  The  commission  must  have  some  knowledge  of 
the  snbject,  otherwise  they  can  not  say  what  is  reasonable.  A  m:iii  must  have  some 
knowledge  of  a  subject  or  he  can  not  eeo  a  fact  when  it  is  right  before  him.  This 
subject  of  clossili cation  is  one  of  the  most  complex  subjects  that  there  is  on  the  face 
of  the  earth  to-day.  It  does  not  respond  to  logic  or  mathematics  or  any  other  treat- 
ment.    It  is  a  separate  and  distinct  study. 

Q.  Do  not  some  railroad  people  contend  that  it  is  impossible  lo  set  np  a  body  of 
Qovemment  commissioners  who  can  pass  npoo  tbe  rates,  or  practically  make  the 
ratest~A.  Yes;  and  they  are  right  in  that. 

Q.  They  ore  correct  in  thatt— A.  Yes, 

Q.  (By  Mr.  A.  L.  Harris.)  But  sapposu  the  InteratBt«  Commerce  Commission  has 
a  life  tenure  or  long  tenMref— A.  Take,  for  instance,  the  present  commission.  They 
have  now  had  13  years' experience.  They  ought  to  be  educated  up  to  the  point 
where  they  are  qnite  expert  in  theee  mattern. 

Q,  (By  Sir.  Krnnbdy.)  Practical  railroading f— A.  No;  not  railroading,  but  tiie 
rate  questions.  I  must  say  I  synipnthi/e  with  these  people— these  tllflio  managers. 
Anybodv  who  has  had  anv  experience  with  the  busiuessknowsjust  what  a  diSlcult 
undertaking  it  is  tu  handle  a  railroad  properly  Al^m  the  Tiite  point  of  view.  Wo  do 
not  take  the  position  That  all  traffic  managers  are  corrupt.  Some  of  them  mean  to 
do  Just  as  Dorrectty  as  may  be  possible,  but  it  is  qniteoften  the  case  that  their  hands 
are  tied.  They  can  not  do  what  they  want  tii  do  and  what  tliey  think  is  right, 
becauHC  of  the  existence  of  conditions  over  which  they  h:ive  uo  control  whatever. 
Now,  it  is  that  training  that  the  men  should  have  who  possess  the  rate  makiog 
power.  There  should  be  raUroad  men  on  the  commission — not  entirely  railroad  men, 
but  enough  there  to  assist  the  others  in  arriving  at  conclusions. 

Q.  I  heard  one  railroail  man  say  that  there  were  hundreds  of  thousands  of  differ' 
ent  rates,  aud  it  would  defy  any  badv  of  men  to  get  together  and  he  able  to  pass  on 
thatintKlligently.— A.  Yes:  that  is  n»  true. 

Q.  Do  you  not  think  the  better  way  would  be  to  let  the  railroads  make  the  rates 
and  thon  let  the  Interstate  Commerce  Commission  have  the  power  to  simply  change 
them  when  they  were  faaiiA  on  complaint  to  l)e  un.justT— \.  That  is  practically  the 
rate-making  power.  If  yon  have  the  power  to  change  the  rat«,  it  is  practically 
the  rate-making  power.  I  would  nut  want  to  have  the  power  to  make  the  rates 
taken  entirely  away  from  the  railroad. 

Q.  (By  Mr.  A.  L.  Harhih.)  The  CuUom  bill  does  not  provide  that.— A.  No. 

Q.  (By  Mr.  KRKNF.ny.}  I  suppose  yon  know  what  a  certain  railroad  president  said 
in  New  York— that  he  would  rather  have  a  place  on  tbe  Interstate  Commerce  Commis- 
sion, if  he  wiiB  vpnal  and  inclined  to  make  money,  than  tn  liuve  a  free  license  to  loot 
the  Uulted  Stateit  Treasury  t — A,  Well,  he  mi}>ht  with  just  as  goml  grace  have  made 
the  same  remark  of  tbe  Supreme  Court.  We  have  to  trust  ftnniebodr.  I  do  not  see 
why  a  man  can  not  be  jnet  na  honest  on  the  Interstate  Commerce  Commission  as  he 
can  sitting  on  the  Supreme  hfnch. 

Q.  (Hy  Sir,  Clarkk  )  However  great  may  be  theiDtelligenceorespert  knowledge 
of  the  members  of  the  commission,  still  yon  would  not  have  them  decide  a  question 
without  hearing  evidence,  would  you  f — A.  No. 

Q.  Then  practically  the  coiiimiasion  becomes  a  jndicialbody,  does  it  notf — A,  Tee. 

Q.  You  consider  that  the  decisions  of  the  Supreme  Court  of  the  United  States  on  a 
qnestion  appealed  to  it  from  findings  below  should  be  respected,  even  tlmugli  the 
members  of  that  great  tribunal  may  not  be  expert  in  their  knowledge  of  the  qnes- 
tioDS  in  vol  veil  in  the  ease;  therefore,  if  the  Interstate  Commerce  Commission  have 
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„ „ .  who  in»y  have  hiid  M>mu  Hervicu  m  freiffbt  clerliBt— 

A.  Well,  I  think  a  jiiiliclniis  mixtnra  of  lioth  is  thepTnp«r  thjug.     I  would  not  qaes- 
tion  a  decision  oi-  niliiiK  of  the  Supreme  Court  ou  oTdiuary  matters,  but  I  do  know 

that  in  this  partronlar  (jiiestion  if  ■■  '••'•'  '-  ""*  "*  *'>'■  *■-"•-  -"■'  ".i—  *i ;-  — •- 

that  they  will  be  understoc 

oipericTic^B,     For  iontanre,  ■  ^  „-- 

. s  brilliant  and  brainy  as  they  oonld  be  on  other  Bnbjecta,  aod  they  would  not 

nnderstand  what  I  wM  talkiug  abont  at  all. 
Q.  I  have  not  yet  heard  yon  aosirer  Qovernor  Harria'a  qnwtion  «■  to  whether  or 


not  you  wonlil  give  the  rntorstBte  Commeroe  Commission  power  to  fix  rates,  and 
have  it  provided  by  law  that  those  rates  should  so  into  offeot  even  thon){h  appealed 
ttom  by  the  railways. — A.  1  do  not  know  any  other  way  than  thst  of  aocomplishing 
the  thing  in  view,  wliicb  In  that  there  must  somewhere  be  lodged  power  t<i  do  the 
tbiu^  that  you  want  to  have  done.  Now,  leave  it  the  other  way.  IF  a  commlseion 
appointed  to  tnke  charge  of  matters  of  this  kind  and  of  this  iraportanoe  can  only  go 
up  to  a  certain  point,  and  when  the  time  for  action  comes  they  can  not  go  beyond 
that  point,  I  do  not  see  the  use  for  their  existence  at  all.  If  they  can  only  recom- 
mend, they  cnn  not  produce  results. 

Q.  What  is  the  universal  effect  of  an  appeal  in  lawt— A.  That  I  can  not  answer; 
I  am  not  l.iwyer  enough. 

Q.  Do<?8itnr- - 

given  by  the  a,,  _ _ 

would  not  inextricable  confusion  resultf — A.  It  might  in  other  matters;  bnt,  as  I 
have  stated,  I  am  not  one  of  those  who  would  like  to  see  the  power  to  make  rate* 
taken  away  i^m  the  railroads  themselves;  but  there  must  be  a  goveming  body 
somewhere, 

Q.  If  yoii  give  the  Interstate  Commerce  Commission  power  to  disapprove  a  rots 
agreed  upon  oy  the  railroads,  do  yon  not  thereby  give  them  power  to  fix  the  ratef — 
A.  That  depends  upon  the  strength  of  that  disapproval — the  conditions  under  which 
that  power  to  approve  or  disapprove  ' 

Q.  You  say  yon  wish  to  increaae  th 

Q.  If  the  rai  Iroads  agree  upon  rate:  .  _  . 

no  need  for  the  oommiBsion  to  have  snytbing  to  do  with  it,  is  there  t — A.  That  is 

(j.  Then  your  desire  is  to  give  them  power  to  disapprove  a  rate  and  prevetit  it 
from  going  into  operation,  is  it  notf — A,  Yes. 

Q.  ni  practice,  therefore,  would  not  that  give  them  power  to  fix  the  rmtet — A.  It 
would  be  equivalent  to  the  power  to  tix  rates. 

Q.  Suppose  they  fixed  a  rate  and  the  railroad  people  appealed,  and  then  in  6 
months  tbo  ikppullat«  tribunal  reversed  the  decision  of  the  Interstate  Commerce 
ConimiHSiou  iliseHtabliahing  that  rate;  then  the  railroad  companies  would  have  to 
make  the  rates  themselves,  would  they  nott — A.  Ybh. 

H.  Would  uot  the  oonferring  of  that  power  on  the  Interstate  Conunerce  Commis- 
sion result  in  very  great  confusion  in  rates  and  in  the  business  of  nierohants  with 
rail  roads  f — A.  You  mean  if  the  case  was  decided  against  the  railroads  and  appealed 
by  the  railroadsf 

Q.  Certainly. — A,  The  appeal,  as  I  understand  it,  operates  to  set  aside  the  dedsion. 
Would  not  that  leave  it  ou  the  basis  upon  which  it  began  I    Would  not  the  ratecom- 

tlaint>d  of  then  beinefTeot  just  the  same  as  if  tbere  had  been  no  action  bronght 
efore  the  commission  t 

Our  reuson  for  <loiiiring  to  put  more  power  in  the  bands  of  the  commission  is  this ; 
It  is  a  well-known  fact  that  if  the  railroail  takes  action  they  might  carry  that  out  as 
eoon  as  possible.  If  asbippeifoeis  himself  aggrieved  and  presents  tbematter  before 
the  comroisNion  and  secures  ajudgmeot,  the  next  thing  they  can  look  for  is  an  appeal 
by  the  railroail,  and  the  railroad  can  afford  to  spend  ^,000  or  t30,000  for  the  cost  of 
legal  action,  but  there  are  not  many  shippers  who  can  do  that,  and  it  is  throngh 
abuse  of  those  privileges  thiit  this  question  has  been  brought  to  the  position  it  Is 
now  in.  Wehnda  case  agninst  the  express  companies.  It  cost  us  ^,000  bi^ore  we 
got  through  with  it;  it  went  right  up  to  the  Supreme  Court. 

Q.  The  point  1  wish  you  to  lie  very  clear  upon  is  whether  putting  a  deolalon  of  the 
Intetetatii  Commerce  Comiiilssiou  into  Immediate  effect,  notwithstanding  it  may  be 
appealed  from,  would  not  induce  great  confusiont^J.  Not  necessarily  so;  no. 

Q.  MuppiislDR  the  whole  thing  were  reversed  in  a  very  short  time — now,  yon  have 
been  pleading  for  steaditiesH  ol'  ratesf — A.  Yes. 

Q.  Would  this  iuilucnHteiidinesst— A.  I  can't  see  wh^  it  would  not.  Itisnotfttlr 
to  assume  that  a  body  as  dlgnitled  as  that  is  would  iriQe  with  aqnastlon  and  Jump 
in  and  iHigin  ainshiiig  right  and  left,  simply  because  it  had  the  power  to  do  it.  I  do 
not  think  that  is  n  reasonable  expectation.  They  would  be  just  as  caullonsaH  conld 
beexpecteil.     I  think  that  is  one  of  the  di£acolties.     It  seems  too  often  tt  ' 
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if -yon  give  B  GomiuitBioii  the  power  the;  u«k  the;  are  immediately  going  to  rnn 
Awfty  i^lh  It.     I  doa't  Juok  for  koything  of  th&t  soTt. 

Q.  Wholly  irre«Dective  of  whether  the  oommiasion  will  be  better  than  the  law,  do 
jon  thiok  it  woald  be  a  wlie  law  to  autborlie  the  ImmediBte  execution  of  a  Jadg- 
meut  which  can  be  appealed  fromi — A.  That  ia  aDother  legal  qneation  that  1  am  not 
qualiHed  to  deal  with. 

(Testimoo;  closed.) 
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Prtridmt  of  the  Xational  Public  Onmerihip  League. 

Ab  the  vice-president  of  the  WeHtem  Uolon  and  the  general  manager  of  the  New 
York  Telephone  t.ompany  have  referred  to  parte  of  my  teetimony  in  iTltlGism,  quea- 
tiuned  nij  sources  of  inrorniation  in  relation  to  two  of  the  facts  cited  by  me,  and 
misunderstood  my  positloD  in  some  respecta,  1  trust  it  may  be  doitmeil  proper  for  ma 
to  make  aome  explanation  and  sng|[eative  comment  in  the  interests  of  thorough 
understanding. 

RemarkB  were  made  by  the  general  managar  (somewhat  modified  in  his  revised 
teetimony)  tending  to  throw  dlBoredit  on  my  aonri-ee  of  information  in  renpri't  to 
two  caecs  without  iuquiring  what  thoae  sonrcea  were.  In  fact,  they  were  of  the 
highest  character  in  botli  tnataucea,  I  got  the  data  relating  to  tbe  Cooperative 
Telephone  Company  of  Qrand  Rapids,  Wis.,  froiii  Mr.  John  A.  Gaynor,  the  lirst 
president  of  the  company,  a  man  of  excellent  repnte  and  thnroughly  familiar  with 
the  facts.  At  the  time  nf  my  testimony  I  held  In  my  hand  a  lutter  from  Mr.  (laynor, 
written  a  few  days  before,  aud  from  that  letMr  J  took  the  facta  about  tinea,  coat  of 
construction  and  operation,  net  charges,  etc.,  that  I  gave  the  coinmisaion.  Tbe  farts 
about  the  (ioTemment  telephones  I  obtained  directly  from  the  books  of  the  Depart- 
ment l>y  a  personal  visit  to  the  Patent  OfHce  l)ULlding  in  1S!)6.  Tbe  general  mannger 
said  he  thought  it  perfectly  safe  to  say  that  the  expenses  of  a  man  to  attend  to  the 
maintenance  of  the  plant  were  not  Inclnded  in  the  tlO.25  total  cost  per  phone.  The 
fact  is,  however,  that  one  of  the  items  in  the  Qoveroment  account  was  $300  a  year 
for  the  services  of  an  expert  electrician  uniler  contract  to  attend  to  the  maintenance 
of  the  plant,  which  c?uty  took  only  a  part  of  his  time.  Tbe  general  manager's 
etatemi'ut  as  to  the  use  I  mode  of  the  Oovernment  data  ia  also  incorrect,  ns  may  be 
seen  by  examining  my  tentiniony.  I  used  the  data  to  show  that  the  Dell  Company 
was  wrong  in  that  cnse  iu  its  refusal  to  reduce  rates,  wherefore  it  may  be  mistaken 
in  other  oases  as  to  the  practicability  of  low  rates.  At  the  time  nf  my  testimony  I 
did  not  know  that  the  Department  exchange  hod  becu  given  up,  but  on  inquiry  I 
find  that  it  has;  that  the  installation  was  not  aatisfactory  (n  thing  that  has  hap- 
pene<l  many  time*  In  private  systems  also),  that  a  wider  service  wiis  needed,  and 
that  the  Ileil  folks  withdrew  their  refusal  to  make  rensonable  raten  to  the  Depart- 
ment iind  now  supply  Hncb  wider  service,  loug-di stance  facililies,  and  all,  at  rates 
that  ounie  down  clnse  ti>  the  cost  under  llie  I)epartiiient  system  with  its  rompnra- 
tiveiy  narrow  eervice — all  the  way  down.  porha|Mi,  considering  the  additional  faoili- 
ties  now  enjoyed. 

The  statement  I  made  about  tbe  wages  of  tetephoiie  girls  related  to  the  general 
situation  in  this  country,  nnd  is  not  met  by  a  comparison  of  foreign  wages  with 
those  in  New  York  City,  one  of  the  highest  wage  eentem  in  the  United  States.  I  am 
informed  on  hl^b  authority  (that  of  a  li'oding  telephone  offlcinl)  that  in  the  smaller 
places  the  companies  pay  many  of  their  telephone  girls  only  ¥10  and  tl2  a  month, 
•IS  being  consiitered  good  pay.  Compare  what  tlie  general  manager  says  about 
wages  of  tejophone  operators  in  France  and  Switzerland. 

My  poaitiuu  on  the  flat-rate  qoestlon  was  misunderstood.  I  believe  in  the  meaa- 
ure<l  service  plan  for  large  plaoes,  but  think  the  double  flat  rate  (residence  and 
buHiuess)  simpler  and  1>etter  for  suiall  exctaaages.  If  the  mexsagii  charge  in  carried 
too  far  it  limits  communication  where  no  end  is  gained  by  the  limitation,  as  well  oa 
whi're  limltatif^n  is  useful. 

The  general  manager's  data  of  telephone  development  are  of  great  interest,  but 
the  comparisons  made  do  not  have  the  bearing  impliedly  given  them  in  relerence  to 
tbe  iuHuence  of  public  and  privnto  ownemliip  on  t«]enhiuin  development,  because  of 
tiie  mixture  of  other  causes,  and  because  of  the  selei'liiin  of  American  cities  entirely 
from  the  list  of  those  most  highly  developed.  That  (lew  York  (?ity  has  26  telephones 
per  1,000  people  while  Paris  has  13  per  1.000  proves  nothing  oa  <o  public  ownership, 
because  there  is  even  a  sjenter  difference  in  lavor  of  New  York  in  reapect  to  transit 
and  other  interests  wbii'h  are  private  in  both  oities.  Moreover,  thn  hcnrt  of  New 
York  (Manhattan  and  Hronx)  is  selected  for  comparison  with  Paris  instead  of  taking 
the  whole  oity,  Qreater  New  York.  It  would  be  fairer  to  compare  London's  7  tele- 
phones per  1.000  people,  under  private  ownership,  with  the  13  per  1,000  in  the  publlo 
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ant«m  of  Faria,  for  genaral  eonditioni  aT«  more  Bimilar  in  London  aDil  ParU  than  in 
New  York  and  Paris.  It  sboald  b«  noted  abo  bliat  tbe  7  per  1,000  of  the  private  syit- 
tem  in  LondoD,  and  tbe  loir  developmeDt  in  Warsaw  and  Moscow  aud  other  balf 
olvilised  places  am  amonK  tbe  principal  factora  in  pullinK  dowu  the  averaee  of  the 
Enropeon  cities  dealt  with  b;  Mr.  Betbell.  Initead  of  ouniparing  tbe  2G  telepbunes 
per  1,000  of  population  in  tbe  heart  of  New  York  wttb  tbe  2ri  jM>t  1,000  iu  the  whole 
of  Burlin,  why  not  compare  Greater  New  York's  20  por  1,000,  or  Brooklyn's  U  per 
1,000,  ot  Fhiludrlpbia's  16  tetephonea  per  1,000,  or  St.  Ixinis's  17,  at  WwthinKtsQ's  14 
per  1,000  with  Betlin'*  25  per  l,00Uf  With  smaller  plocen,  Larchniont's  ISO  phouea 
per  1,000  people  is  cuntrMted  with  Troadbjeiu'e  3d  per  1,000,  but  ir  is  not  explained 
tbut  Larchmoiit  is  a  eilt-edgod  residouoe  town  tilled  with  wealthy  New  Yorkers, 
wbile  Trondhjem  is  a  city  of  more  than  30,000  with  the  varions  olaHaea  of  people  in 
ordinary  proportions.  It  would  be  fairer  to  contrast  the  l>  telephones  per  1,000  in 
the  Bell  system  in  Chester,  Pa.  (34,000  popnlation),  or  the  10  per  1,000  in  Camden, 
or  tbe  19  per  1,000  in  Trenton,  K.  J.,  or  the  U  |>er  l.iOO  iu  WilminKton,  Uel. 

If  a  city  of  low  ^neral  conilitiun  shows  a  higher  telephone  devnlopment  thon 
another  olty  that  is  in  general  mure  civilized  and  progreaiiive,  then  soma  valid  infer- 
ence may  be  drawn  as  to  the  eSect  of  differences  in  ratcH  and  management,  but  if 
tbe  more  civilized  aud  progreesive  city  has  the  higher  telephoue  dtvelopment,  that 
is  what  might  be  expected  even  In  spite  of  overcharges.  The  truest  comparison  is 
between  public  and  private  ownership  iu  the  same  place,  aud  Mr.  Hetbell's  state- 
ments about  fStockholm  '  and  the  movement  from  prii'ate  to  public  telephone  sys- 
tems in  Amsterdam,  Denmark,  Sweden,  Austria,  Switzerland,  Frauce,  and  Kngland 
are  of  the  deepest  uiomcDt. 

In  view  of  tbe  importancfl  of  the  sabject  of  telephone  development,  and  tbe  fact 

that  the'        •     -     '' ■  -     '         '  -         -  -    -      -       
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B  test  of  it  is  not  tbe  pfaoDage  of  a  few  of  tbe  most  progressive  cities  but 
development  tbroLtghouI  the  country,  1  biive  drawn  np  a  comparison 

which  includes  a  number  of  other  places  l>esidea  those  iiii>ntii>neil  by  Mr.  Bethell. 

It  would  he  desirable  if  still  wore  uumerons  comparisoua  might  be  made,  and  the 

data  for  IStJO  included  as  well  as  those  for  1900. 
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*  Tbe  pluiH  mu-ked  with  ■  (tsr  tuivs  pabllo  syBtant,  Stockhabo  bailDg  al» 
conipetltiaD  with  the  Govarnident  eichmnge. 

The  dau  down  to  and  iDclndlDg  Larolinignt  are  Klmf  1y  a  t*bul*tloD  of  tbe  pr 
tbe  lanenil  raansgsr'a  ttatlmony.  eirept  tbo  ntM  In  Trondhjem  and  <  be  nonutaiiDii  of  lip 
he  dill  not  state,  mere);  "aying  that  It  wan  shonl  tho  ■siufi  aa  Sew  Vork.    Tbe  oiacC  Hgiiri' 

labia  are  prebably 

InUr.  Dathell' 


le  SUtwmu'B  !•«[  boo 
-.-..  ...  h<|il>.alnc«  the  telephones 
ta  are  tmta  tha  cenana  a  ysar  ba/on 


■Vhen  tbe  fioFarnmant  entored  tbe  Held  In  Stockholm,  Hr.  Cedargren,  managar  nf  tbe  private  «mi- 
panv,  bad  11,000  aubacribera,  and  waa  rannme  ulnDi  with  alnirla  orvrbasd  wireii.  Tbe  (.iuvammeDl 
■  MnadhyhriiiKlnj(rB1«Bdownfroni(Z3  and  fJt* 'afia.»  and  tZ-i.  putlloK  In  metallic  wlra*  BKsinirt 

compelMionnDblr,  gave  frre  Hrrtoe  within  Uitilles,  put  In  melaltlDolrcuIts.  aothat  In  ISM  tbem  waa 
net  a  alnile  wire  i Ircnlt  laft  In  SLorkbolni ;  and.  with  lliealdof  tbelr  big  start  of  S.OOO  aubMrib^  tbe 
innluH  i<r  Mr.  CedaTcren,  ane  of  tbe  leading  Mlapboniata  nf  Burupe.  the  weallh  of  tha  owner  who 
could  EBtalunj;  whether  be  got  am-  prallt  or  nul.  and  Ibe  hIiI  of  thi>  manicipality.  wblch  took  aldM 

ernment  and  not  rmm  the  oampHDy,  ai  Hr.  Itelfaelliiidiratea.  (Seepp.33S  US.  Telvphona  Syatanu  of 
the  ContlneDl,  by  A.  B.  Bennett,  a  leading  English  expert  sod  former  ganeral  maaagei  of  theUntual 
Talaphona  Company,  of  HancliBiter.  England.) 
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'MwDaindependaiiteoiiinuji  wlthft  B«L1  Compu;  >1»  Id  tba  fleld.  a\i  tha  tclBpliDBa  itaUoD*  of 
both  eompuiloa  are  Inoladed  ill  HtliDatlng  lh«  nombtr  of  Mlcphooea  par  1,000  of  pupnUtklii,  but  tb« 
rmteaKiveiiarelhoHorih«lDd«p«ndellIconip»nlsa.  M  thalDwuntsuhBdnU  onchEta  govecn  davelop. 

It  IB  clear,  even  frora  thiB  little  table,  that  othei  canBes  thaa  the  ay  ■tarn  of  owner- 
Bbip  »re  vigoroDBly  at  work.  The  rarialloiu  betTveeii  6  telephnnee  per  1,000  of  pop- 
ulation in  ChMter  and  7  in  London  to  62  In  San  Frauolaco  and  180  in  I.arohmont,  all 
nuder  private  owDcrablp,  ani  mnoh  greater  than  the  different  between  the  public 


grnnp  sud  the  private  group. 

On  page  801  of  his  raviaed  teatimon;  Mr.  Bethell  saya ;  ''  .... 

with  a  population  of  6,633,000,  hod  41,  111  telephODea;  Uiat  la,  7  per  thou  land. 


d  teatimon;  Hr.  Bethell  saya:  "  Jannary  1,  1901,  LondoD, 


haa  leaa  dBvelopmeiit  than  Vienna  and  only  aboat  half  that  of  Paria.  Id  fact  the 
private  ayatem  in  London  haa  a  lover  development  than  any  pnbllo  Byetetn  In  any 
city  of  ita  claaa  (over  1,000,000)  for  vrhich  Hr.  Bethell  preaente  the  flgurea— a  lower 
development  than  any  ayBteto,  public  or  private,  in  any  ciTiliied  city  of  600,UOO 
or  more  for  which  I  have  the  data. 

1  have  taken  Mr.  Bethell'a  estimate  of  "  54,ftlT  BtalioDB  "  for  New  York  (Haahattan 
and  Bronx),  or  "26  per  thonaandj"  have  ofted  that  eBtlmatoaUo  in  flKnrlag  the  tele- 
phone development  of  Oreater  New  York,  and  have  Bhown  that  Mr.  Bethell'B  caae  ia 
not  good,  even  on  bia  own  data.  It  must  be  noted,  however,  that  these  flKnrHS  and 
Mr.  BetheH'B  estimate  of  986  ae  the  average  rat«  are  not  the  fair  data  for  New  York 
in  compartuE  it  with  EoropcaD  cittcH,  for  the  reaaon  that  tbeae  data  are  baaed  on 
figiirea  which  incluilH  the  telephoDes  in  the  private  branch  exchangee  in  New  York. 
Moat  of  these  private  telE!pbo]ie.s  iire  for  uommanication  between  different  parte  of 
the  same  entabliabment,  and  are  iined  little  or  nooo  In  connection  with  the  city  tele- 
phone syatem.  These  branch  jibonea  are  very  numeroan  in  New  York,  bnt  nre  not 
much  In  use  in  European  citlea.  The  number  of  stations  in  New  York  exceeds  the 
tiLitnber  of  linnH  oonnectinf{  such  atationa  by  aboat  42  pev  cent,  wbile  In  European 
oitius  the  number  of  atations  BubHtsntially  repreaente  the  nnmber  of  lineB  in  connec- 
tion with  the  city  exohanges.  The  number  of  lines  in  New  York  Jannary  1,  1901, 
was  about  ni,750,  or  Ifi  to  16  per  thonaand  of  popnlation.  President  Tbomaa,  of  the 
Independent  Telephone  Aaaouiation  of  the  United  States,  to  wbom  1  am  iiidebrwl  for 
theAe  facte,  talla  ni«  that  15  telepbonea  per  thonaand  ia  abont  the  fair  flgnre  for  New 
York  in  comparison  with  Berlin's  2C  per  thousand.  Some  of  the  branch  phones,  how- 
ever, are  aned  in  connection  with  tne  city  exchangee,  and  New  York,  moreover,  ia 
entitled  to  Bomo  credit  even  for  private  pboDee;  wherefore  I  think  the  fairest  cora- 
pariBon  probably  liee  between  Mr.  Bethell'a  Agurea  and  those  of  President  Thomas— 
18  nr  2U  per  thouBand  for  New  York,  perhaps,  and  16  forQreat«r  New  York.  Similar 
considerationB  apply  to  Mr.  BethelJ's  comparlaoiiB  of  EuopMa  eitiea  with  Boston, 
Smi  FranoiBoo,  etc. 
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The  186  ikTerage  rate  ia  the  average  foralt  th«  statioDB,  inclndinK  the  privftle  brsiich 

EboueH,  for  many  of  wblob  tbe  compauy  receives  only  $8  and  $12  a  year,  »a  He. 
ethell  IioH hiDisalr informed  ai,  while  tlie  Kuropean Tatee  with  wbith  it ia oontruted 
are  ntea  for  direot-liue  eervice,  FreitJileDt  Thoniaa  wiyB  tbat  the  average  rate  ia 
New  Yurk,  on  thebaaia  of  direct  Bervioe,ie91S3.  "  From  tbe  rt-cords  of  the  New  York 
Telephone  Company  (Hr.  Betbell'a  compao;),  we  flml  that  tbe  average  number  of 
calia  per  aubsunlier'a  line  per  liay  ia  10.6.  Auuming  thnl,  Ihe  average  user  has  10 
culls  for  each  working  rUv,  he  will  use  3,000  ualla  per  ;ear,  the  rate  fur  which,  aecord- 
ing  to  the  sohediile  of  Ilie  New  TelephoDe  Company,  direot-line  baaia,  ia  $183  per 

Mr.  Clark  began  with  a  atateinent  which  ahowa  an  eutiru  miaapprehenaion  of  my 
testinioDy.  He  lutye  the  evidence  iiiven  the  commiasion  in  favor  ul'  the  |>uh1io  own- 
erebip  of  tbe  telegraph  waa  ohielly  baaed  on  the  condition  a  of  the  It-legraph  in  Great 
Britain,  Switzeilaiid,  uuil  Itetgiiim,  and  proiDeda  to  point  out  the  iliepatity  of  con- 
ditions UH  to  piipiilutrion,  wires,  wagea,  dininnceK,  etc.  in  fact,  bowever,  the  B-iid 
evidence  waa  ohiefly  bnsed  on  the  broad  priuriple  that  the  fnudamental  leet  of  any 
system  is  itt  effect  on  character,  J  uatico,  goveniiuent,  oivilixation — the  human  ellecta 
being  far  more  imjwrtant  than  any  material  conaideratinna — and  upon  the  broad 
foots:  (1)  That  a  normal  public  plant  aims  at  service  and  beneUt  for  alt,  while  a 
private  monopoly  aima  at  dividend  a  oi  profit  for  a  few;  (2)  that  piiblio  ownumbip 
tends  to  superior  harmony  of  interest  and  I'niler  cooperation,  removing  the  vital 
atitagoiiism  of  intereat  that  private  monopuly  creates  between  the  owners  and  the 
public  iLnd  tranxrerriug  the  intereat  of  wealthy  and  inlluential  meu  to  the  side  of 
good  govemriient  and  houoat  adminiatrationj  (3)  that  privattmonopoly  ~~ 


gestion  of  power  uud  l>enetit,  wbil6  public  owncrahip  favura  diffusion  of  power  and 
~    Uth  and  service;  (-1)  that  private  monopoly  meona  taxation  without  reproaenta- 
1,  with  power  to  uiuke  iind  unmake  the  fortunes  of  Individuals,  cities,  Statea,  and 


«handa;  (5)  that  in  tbe  some  ::ouutry,  and  u 
similar  conditioua,  otherwise  than  oit  to  ownerbhip,  tbe  ohauge  from  private  to  pub- 
lic ownerehip  has  resulted  in  Huperior  service,  lower  ratps,  better  treatmsnl  of 
eniployecH,  h-^s  uiuTujition  of  government,  improved  citizenHhip,  noblt-r  nianhoo<), 
and  higlier  tivili/.ution ;  (6)  tiiat  the  miiveuieut  of  oiviliziitioii  is  toward  the  public 
ownerpbip  of  niouopolios,  etc.,  facia  entirely  indepeDdeiit  of  tbe  "ilisparitjof  condi- 
tioua" in  wages,  wires,  oflicea,  rates,  diatancen,  etc.,  to  which  Mr.  Clsrk  directs 
atr«ntioii.'  These  material  elemeuta  are  at  mni:h  importance  iind  famlah,  1  believe, 
strong  evidence  for  public  owiierabip,  but  not  tbe  chief  evidence.  Tbe  philosophy 
of  public  ownership  and  cooperative  Industry  rests  primarily  on  considerations 
entirely  above  tbe  Wiiterisl  plane  and  wholly  out  of  range  uf  these  statistics  of  dol- 
lars and  wires  and  offices  and  telephones— as  far  out  of  rangi!  as  good  government, 
public  spirit,  partnership,  and  brotherly  love  are  out  of  range  of  tbe  slook  eiobauj^e. 

As  to  tlie  data  of  miles  and  wires,  etc.,  1  mile  of  wire  to  76  iicople  io  the  United 
States  ngainat  1  milo  to  130  people  in  Great  Britain  proves  notbing  except  the  rela- 
tive sparslty  of  pojinlatlon  Id  tbe  Uniied  States,  even  if  we  take  no  note  of  the 
evidence  that  the  wire  mileage  tabulated  by  the  Western  Union  includes  all  the  old 
rattletrap  and  worthless  lines  that  were  bought  up  solely  to  get  rid  of  rival  com- 
paQies  and  that  were  built  solf^ly  to  lie  bought  up." 

Tbe  vice-presidents  statement  relating  to  officps--76,000  post-offices  and  39,000 
places  reached  by  the  telegraph  compaoiea  and  their  telephonic  connections  in  the 
United  States,  agaiust  40,UU0  (estimated}  poaC-otticea  and  lO.Mlli  teli>gi'a[ili  aOire*  in 
Great  Britain^showB  the  telegraph  reaching  5C  per  cent  ot  the  poat-oDlce'i  hi-ie  and 
26  per  cent  In  Great  Britain,  aa  Mr.  Clartf  Ha\s,  1  suggest,  hotrevcr,  that  the  state- 
ment is  invalid:  (1)  Because  the  witness'a  own  Exhibit  U  abows  that  only  ^,000 
places  ore  reached  by  telegraph  anil  telephone.  30,000  being  there  given  aa  the  total 
Dumberof  telegraph  and  telephone  distributing  oHices  in  thecooiitry;  (2)  because 

■  Mr.  Clkrk  did  ddC  touob  tbeM  tnndsmeatuli  eioept  whsre,  in  anawnr  (n  qnestlona  sTUr  he  htd 
flniifaMi  vhst  hp  wlihed  touy.hedsnledthit  tlisWuUrn  Unlon'tdlitHbnliDunrrnuik*  In  Inlsodsd 
toiiifliian«1ul«laiDn,eld.,iDd  where hasaawfred  "Net"  to  Ihsquastloa  vhi-therarnot  hesppniTcd 
ofthB  prlaoipia  (adoiited  In  Enrnpo,  Aqatralia,  aid  New  Zsaliuidlof  ■diDlolaU'riii);  the  IsleEraph  ta 
•Mure  the  snuiteat  publle  Mrvlae,  rather  tban  Tor  proBC,  eipresBiui  peimma]  diaaent  tram  a  priDcl- 

Clr.  whlch.^f  admitted,  eatshlialiH  the  caac  tiTiiDbtlaowDerahlp  ■Ddcoop»ntinD,allicis  pMlanthmpf 
I  not  priMtlosble  as  ■  fianaral  hnalnsaa  foDRdallDn,  Bud  piihllc  owaerahlp  or  oooneratlan  *n  tlig 
ooly  otber  tblng*  that  oan  nak*  It  >□  aini  lu  tango  prnrit  and  ao  aitend  Ibe  aervfoa  u  Its  wld«t 
llnlU.  PrlvatanwDapolynDHt  aay  "No"  to  the  |r«al*at  anrrlce  urlDClple.  for  profit  <iu  naanUsl 
eondltloil  of  III  eontlnned  eilatsnce,  and  proBl  la  InconalatBnt  vith  greaMxt  xerrice,  tor  withoot  tto 
proHt  rates  ooold  be  lower  una  iwrvleo  Krealer. 

<Sae  Senate  Dim.  No.  SS.  Flltv-alilh  Confrn^s.  Drat  aeulon,  p.  K:  Blstr  (S,>nat«  CommlKee  on 
BdnutlDDSsdLaborlBepurton  taboraiid(;ipttsl.iaKI,  Tot.II,  p.  l^TTi  Binghaiu  Uearinnon  Waaa 
niaknSfllor  lSM(H0BaaConimltteeoDlheroat-UtH«),p,7B,and  Uaua«  Raport  IK,  Fait^Bnt  Oon- 
■res*LM(WDd  sessluD,  p.  SS,  KlvlngthealatsnivDtorG.ll.  ThompaoD,  a  proniliwat  tfllegraph  hnlldar  of 
New  York,  In  which  hesavB,  "It  must  be  rameinbeced  that  the  estlmali^  (In  Itarejwrti  of  the  qnan- 
tlty  of  llDca  owtwd  by  the  Woaten  Union  has  been  prrdlraled  npon  a  romputatlon  made  by  almpll 
■ddins  (ogethv  sll  Udm  that  bava  enna  Into  its  dossohiIod.  Hany  of  these  vine  kave  now  ceoMd 
toeifit,  ■ndolben  tiistsnatlllsUiHUiigaTsiiotlQopentlMi."  /  "im^  ^\   • 


V.   parsons; — TELEGRAPHS    AND   TELEPHONES.  «87 

tbe  niimlier  givpD  fur  the  British  t«legniph  oBBcee  is  the  flg^re  for  more  tboD  2  years 
bgo,  white  the  utiii-r  liu'iunt  in  Ihe  coinpai-iHoii  nro  brought  dowo  to  dnte;  (.1) 
LccauBo  tbo  UritiBli  poet  oHi res  iire  overemi mated.  'ITie  1898  repurt  gives  the  num- 
ber of  post-oHicM  as  ^1, 197  uuil  lLBteli';;rnph  ciltifes  10,483;  |4)  because  telephone 
cuDnBctioDB  nreiucliiilediii  thii  Amerk'iiD  tifjiirta  niiil  ni>tiii  the  Knglinh;  <5)  becaase 
about  three-fourlhu  of  the  Western  Union  offices  are  railway  oflicea  if  the  same  ratio 
holds  tut  a  fen  years  ago,'  while  less  than  one-fonrtb  of  the  britisb  offices  are  rail- 
way olHceB;  (6)  becaase  there  is  no  mention  of  the  fact  that  in  ttreat  Britain  every 
poal-offlce  aud  every  pust-box  is  a  place  of  deposit  for  telegraniB.  Lastly,  the  lig- 
ures,  even  if  correct,  would  only  show  that  Great  Britain  bad  a  mnch  greater  rela- 
tive development  uf  piist-officea  than  we  have.  The  implicRtion  that  the  telegraph 
developmeDt  in  Great  Uritain  ia  relatively  less  than  in  tbis  country  is  wholly  nnwar- 
Tanteil,  eveu  on  the  llgures  as  they  stand,  since  10,816  offlcas  is  a  more  extensive 
service  for  tbe  Uuited  Kingdom,  with  120,973  sqaaie  miles,  than  39,000  for  the 
United  States,  with  thirty  times  the  amA. 

Later  iu  his  testimony,  the  vicf -president  »B;a:  "  If  yon  are  going  to  extend  the 
telegraph  •  •  •  aawns  done  in  Great  Uritain,  to  carry  ittoevery  hamlet;"  thus 
admitting  that  the  development  nf  the  telsKruph  in  <ireat  Britain  is  greater  than  it 
was  in  England  nnder  private  owuerxhip.  ATterwarde  be  says  he  thinks  "it  was  the 
policy  of  extending  the  telegraph  to  iinprotl  table  places  that  canned  the  deficiency." 

I  anggeet  that  the  vice-presi dent's  ciuparisous  iif  Auiiirican  rat«s  from  New  York 
with  iJnropean  rate*  from  London  are  invalid.  (1)  Because  the  Auieriean  rates  are 
internal,  while  the  Knropean  are  intematioual,  the  messBKes  passing  through  2,  :i, 
and  4  cnuutries,  each  of  which  adds  its  tariff;  (2)  becunse  the  American  rales  are 
land  rntOH,  while  each  of  the  Knropean  routes  inclndca  the  cable  from  Enshind  to 
the  Continent,  and,  as  Mr.  Clark  admits,  in  answer  to  n  question  later  in  his  testi- 
mony, tbe  cable  service  is  "  infinitely  "  more  costly  than  the  land  service. 

I  snggect  farther  tbiit  all  his  rate  oomparisons  are  vitiated  by  hin  aesiiniptioii  of 
11  words  as  the  average  of  address  and  sIiFnatnre,  making  21  wonls  to  the  orilinary 
message  as  a  basis  of  comparison.  In  the  nret  place,  tbe  addition  of  11  words  ns  tbe 
averiLge  for  address  and  signature  is  not  justified  by  experience,  or  by  Wpstern 
Union  testimony  in  the  past.  President  Green,  of  the  Westiru  t.'niou,  some  years 
ago  placed  the  average  number  of  words  in  address  and  signature  at  7  per  muHsage.' 
In  the  second  place,  even  If  the  average  ordinary  message  here  were  21  wordH,  tbe 
comparison  wonld  not  fairly  present  the  situation,  for,  whatever  may  be  the  cose 
here,  it  is  perfectly  certain  that  the  average  message  In  England  is  not  21  words, 
but  about  15  words. 

The  vital  matt«j:s  are  the  minimum  rates  at  which  messagee  ean  be  sent,  and  the 
aotnal  average  charge,  for  these  are  the  things  that  in  connection  with  the  exten- 
sion of  facilities  really  govern  tbe  use  of  the  telegraph,  and  give  the  English  people 
abont  double  the  per  capita  use  of  the  wires  that  we  uKuin.  A  few  words  more  or 
less  to  tbe  message  Is  of  cnmparati vol;  little  cnnHViuence,  but  the  ordinary- minimum 
rate  ut  which  any  meHsage  may  be  sent  deteriM lues  the  strata  of  tbe  populntion  tliat 
CAu  afford  to  uhs  the  telegraph  aud  the  freiincncy  of  Its  use  by  tlie  wholii  middle 
class.  The  internal  rate  in  (Ireat  Britain  is  12  cents;  that  is,  a  messago  from  any 
point  in  Great  Britain  to  any  other  point  in  <;reat  Britain  may  be  sent  lor  12  cents. 
From  a  point  in  Massachusetts  to  another  point  in  Massacini setts  the  ordinary  rate 
ie  36  oenta.  In  New  York  State  the  internal  rate  is  '£>  cents;  in  Connecticut,  2G 
cents:  in  New  Jersey,  25  cents,  etc.  The  average  charge  for  all  messages  in  Great 
Britain  is  about  16  cents,  a<;ainBt  31  cents  in  Uie  United  States.  Bj  Mr,  Clark's 
ailmlssion  3  rents  a  message  added  in  Great  Britain  would  pay  for  all  eitensions 
and  cover  the  interest  charges  on  a  debt  overloaded  by  the  purchase  of  the  lines  at 
abont  1  times  their  value.''  By  Western  Union  data  less  than  3  cents  of  the  21  is 
due  to  distjmce,' and  the  evidence  dues  not  favor  the  Idea  that  our  telegraph  runs 
lip  Its  expeoses  by  paying  high  wages.'    If,  then,  the  31-cent  charge  is  not  due  to 


■BlnghsniHininiltlee,  faesrlUK  of  Mr,  Tburbcr,  tMllmony  at  Mr.  Wlnuo,  ■  director  of  tbe  Wtaiem 
TInion,  p.  K.    (S«.  lo  (Mtno  efhct.  tesUmoDy  of  Preiiilant  llrecu.  illsir  oommlttaB,  VoL  I.  p.  SSI.) 

'SseSenstH  Doc,  SA.  FIftv.aiitb  Coagnait,  first  nengloD.  p.  14. 

'Tbs  Teleicrspb  Uonnpaly  legally  SBrixi,  tS20  Chemuut  utrMt,  FhilndelpliUJ.  p.  U6. 

•Sensia  Doo.  35.  Finy-Hlith  Congrean,  fint  aeulon.  p.  IS.  n.  1,  and  p.  K),  d.  3. 

■Aocordlne  lo  the  Tenth  Cruaua.  volamal,  Ihe  ftvaiaee  txlaicniph  uUry  in  the  rultod  States  for 
187!  was  (MU,  aninat  *:8g  In  Europe,  and  in  1860  Ihe  avemsii  telegnipli  KSlary  was  t327  In  tlin  Uullal 
Statu  and  taHilB  Europe.  > ho «1ue  a  UrKO  liareaae  In  Ktirope  anda  ralMn  tbe  United  ntnn.  Id 
view  oT  Ihe  ftcla  that  further  nduattoni  were  made  In  the  United  States.  cauiinK  the  great  lelngraph 
SIrtke  of  insa,  that  the  company  won  tbe  strike  and  have  contlDuei)  their  pultoy  of  wage  rwlucUon 
(Senala  Doo.  W.  rirty.slitb  ifanemo,  flnC  aMslon,  pp.  3S,  3B.  and  authorltleii  there  ciu-d).  that 
Engllah  usees  «r«  above  the  general  European  level,  and  tlml  the  llrillBh  reporta  abiiiii-  ■  rino  of  lele. 
cnphwsgee  from  5S  percent  of  the  tolal  eiprndilurci  in  18B1  to  05  i>er  Dentin  ISW  (the  Inxt report  1 
havetnw^lchlllDd  tWltomitesIt  nith),  and  from  14  per  cent  of  lelerraph  receipta  in  IHStt  ti>B7  per 
cent  In  IBM.  wblle  Hlnce  IBM  the  lionm  hnve  been  reilun<d  in  Eniilnud  from  St  per  weik  to  48  day  and 
a  nlgbt.  In  view  of  all  these  fnctii  it  eeenie  rlrar  tbat  the  averaEe  teloKTspb  nage  is  higher  now  In 
.>_,.,._  .!__  ■_  ....  . ._....!  BUitm.  this  roundabout  method  being  tbe  only  one  avajlable  since 
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djetaoce  or  w«gM,  and  the  efflciencvof  iBbor  U  greater  in  tbe  Western  Uoion  ayitem 
tbMi  in  the  Englisli— more  laeanagea  per  employee  hen'— then,  what  is  the  reason 
for  the  26-cflnt  minimuui  aoil  the  31-ceut  everngef 

The  vice-preaident  saya  that  the  Baltiinure  and  Ohio  telecrapb  ( which  maintuned 
»  10-c«nt  rate  on  lU  long  routes  and  other  low  rates  averagiD);  161  cent*  «  measue 
OD  the  whole  Bystem)  became  bankrnpt  in  cungeqaenee  of  its  low  l«riir.  Bat  Mr. 
D.  H.  Bates  who  waa  manat^r  of  the  Baltimure  and  Ohio  telegraph  sjaten,  teatiBed 
at  the  Bingham  beariDgs.^  that  the  Baltimore  and  Ohio  made  a  proUt  in  Bpite  of  its 
low  rat«B,  and  that  the  Western  Union  Bncceeded  in  baying  np  the  Baltimore  and 
Ohio  liDM,  not  becauae  tbey  proved  nnprolitable,  but  becanae  diesBter  overtook  the 
roaa  in  other  departmenta,  and  it  aold  ita  telegraph  boeineaa  as  the  most  BTailable 
•ouroe  of  realizing  the  fnnda  neceaaary  to  right  itaelf. 

Siwaking  of  the  charge  that  iiiventioDs  have  been  anppieaaed  by  the  West^sm 
Union,  the  vice-praeident  aays:  "  if  the  person  or  persona  who  make  that  charge 
will  kindly  name  the  apparatus  I  shonld  be  very  ijlad  to  know  it."  The  gentleman 
will  Hod  a  list  of  invvntiolia  on  pages  141-146  of  Wanamaker's  Argument  on  the 
Poatat  Telegraph,  189<),  in  respect  to  which  the  I'ostniaeter-IJeneral  said  (p.  11):  "I 
have  had  enumerated,  perhaps,  a  ncore  of  devices  already  patenteil  for  the  parpose 
of  cheapening  aad  qniokening  the  telegraph  service,  which  Qnd  uo  use  and  no  profit 
nnder  the  present  condition.  I  am  not  an  expert  in  electrical  matters,  but  J  know 
that  all  of  these  inventions  can  not  be  wholly  bad.  I  am  sure  that  many  of  them 
are  good,  but  they  can  nut  be  got  into  operation  with  the  Held  monopolized.    The 

Koblie  can  not  have  the  benefit  of  this  rare  clasa  of  American  brains,  nor  can  the 
iTODton  find  a  deserved  remuneration  for  their  work.  The  Western  Union  Com- 
pany, having  the  control  of  the  telegraph  busineaa,  has  no  use  lor  devices  which 
cheapen  and  (|nicken  the  telegraph  service  and  warrant  a  claim  lor  reduction  of 
rates.  The  public,  not  knowing  what  it  raiatee,  can  not  become  arouHed  to  the 
defects  in  methods  now  in  vogue.  If  once  a  break  ia  made  in  this  lampart  of  tele- 
graph monopoly,  not  only  will  the  men  and  women  who  build  and  use  the  telegraph 
wires  Hud  a  better  market  for  their  fidelity  and  skill,  but  iaventura,  knowing  that 
their  coHos  are  to  be  tried  before  an  impartial  eonrt,  will  also  tiud  a  spur  to  better 

lie  statement  abont  the  potential  presaure  for  the  withdrawal  of  the  postal  tele- 
graph bill  of  189U  made  to  me  by  Mr.  Wunamaker,  in  the  presence  of  several  others, 
T»  said  bi  the  vice-president  to  be  without  JostiSoatioD.  Mr.  Wanamaker'a  high 
honor  and  excellent  judgment  make  me  feel  otherwise,  but  I  su>i;geBt  that  the  cor- 
rectness of  Mr.  Wanamaker'a  information  is  not  inoompntilde  with  Mr.  Clark's 
belief  in  the  matter.  The  wYtneaa  does  nut  seem  familiar  with  this  aide  of  the  com- 
pany's alt'alra.  He  even  aays  that  the  giving  of  telegraph  fi^anksisentiruly  a  personal 
courtesy,  and  that  the  company  does  not  ex[>ect  any  favors,  nor  get  any.  lliit  the 
president  of  the  Western  Union,  in  his  report  Home  yuara  ago,  aaid  that  the  judicious 
mie  of  Duiuplimentary  frauks  among  Uovemment  otficiala  had  been  the  means  of 
saving  the  company  many  times  the  money  value  of  the  free  aervice  performed.'  It 
is  admitted  that  the  frauks  are  atill  given  to  the  same  claaa  of  beneSciariea,  and  I 
submit  that  the  purpose  and  reanlls  are  probably  similar  to  what  tfaey  were  when 
the  above  coiifesKioii  appeared. 

The  vice-president  given  a  table  of  the  defieita  in  England  footing  up  ¥37,600,000, 
but  the  eatimales  of  deliuiency  are  made  by  ini'ludiiig  the  coat  of  new  consImctioD, 
extenaioua,  and  Improveuieuts  every  year  in  the  expenses  to  be  subtracted  f^om 
income,  wbereaa  they  belong  in  tlie  capital  acconnc  and  are  ho  Included  by  the  vioe- 
presideiit  in  another  part  of  his  tentimoay,  making  them  do  duty  ou  the  deilcit  and 
on  the  capitalization  also.  Suppose  a  mauufactnrer  operates  at  a  cost  of  $50,000 
and  sells  his  product  for  $t«,(>00  and  builds  a  new  mill  costing  $15,000,  haa  he  made 
a  pro  tit  of  $10,000,  having  i^learerl  that  amount  above  exiiensea  of  operation  and 
maintenance,  or  haa  he  luade  a  deilcit  on  the  year's  business  by  building  the  new 
millt  It  Boems  clear  that  he  haa  made  a  profit.  The  cost  of  the  mill  belongs  iu  the 
capital  account,  and  be  has  the  mill  to  show  for  the  expenditure.  The  difference 
caused  by  the  wrong  use  of  ronstniotion  cost  is  very  great,  turning  ii  small  detlait 
into  a  big  one,  and  in  some  years  changing  a  profit  into  a  deficit.  I'or  example,  in 
Dim,  the  vice- president's  atnteuii-nt  givea  a  deficit  of  £29,909,  whrneaa  there  was  a 
profit  of  £7,187  above  all  coat  of  operation  and  maintenance  and  Intereatou  the  debt. 

■Senale  Doc.  «&,  FIfty-tlith  Congnm,  flrat  Kaajon,  pp.18,  Id,  d,  3.  (tvlnfc  tbe  fscU  ftvm  ths  Teetfa 

■HoDse  Cauinttlee  on  l'o*t.Offlc^  hearings  In  rdfcrenrs  to  thu  Wanuuilier  bill,  ISBO.  The  follottlng 
STeessmplflaoftheBaltiniDreBiidOfaluIirin':  Kev  Yurk  to  Portland,  Me.  sod  inlsrmedlate  polnu. 
lOesutSj^ewTorlitophlladelpbl*.  Kaltimnre,  »irl  WufaliiKti>ii.  lUcenM;  New  York  to  Cblouo.  IE 
teatt:  New  Torkto  St.  Lonla,  ZOcenra;  tv  N'bi' (Irleana,  50  Fents;  In  (iolveaton,  Tex.,  76  canM.  Ths 
average  charge  on  sll  meiusgea  nan  m  eenta  (Bingham  Hearlnga.  pp.  II,  62,  TS,  and  Senate  Dos.  tt, 
TUtr-siith  Congreaa.  Drst  geaaJDn,  p.  Z1|. 

■s«  roll  dlaUDD,  verbaUm,  and  referentwo.  In  my  teatbrnmy. 
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e  sort,  taking  my  flgarca  fram  Ht.  Morlof'a 


BeOcIt  hj 
Tioe-prtst- 

P™au  by  re- 
luroato 
Coffimaw, 

112.  t!4 

31,  MS 
M^Sll 

Tbe  po«t&]  sCatameuts  put  tbe  deficit  anfflcieotly  high  witbout  mBguifylng  it. 
The  Oovtirumeat  believes  tbe  countTv  gels  more  than  a  full  letarn  lor  tbe  dellcit 
in  tbe  dcvelupmeDt  uf  buainesa,  et-i-.,  ttiTuiigh  low  telegraph  rates,  while  experts  say 
that  if  a  fair  division  of  eipi^nBee  wore  miKle  between  tbe  mail  and  the  telegraph 
there  would  be  no  deficit  at  all — a  2  ]ier  cent  rliuiiee  lu  the  line  of  diviBlon  wontddo 
it.  If  the  telegraph  had  remaioeil  in  privnto  hands  the  service  wuulil  bare  cost  the 
people  many  millions  mure  than  the  total  governmental  coat,  detioit  and  all. 

The  English  deficit  la  no  argument  againxt  public  ownership  uf  the  tetecraph, 
any  more  than  the  postal  ilefitit  hero  ia  an  ar);umeut  against  public  ownerahtp  of 
the  post,  or  the  political  couditlou  of  Phllai1el|ibin  or  New  York  is  an  argament 
asainHt  jjoverniuent  by  the  people.  There  are  plenty  of  countriea  that  do  not  make 
any  aiicb  deficit  with  the  telegraph,  and  we  can  follow  their  example  antil  it  is 
deemed  wi8«  to  throw  tbe  electric  wlrea  open  to  poblio  nse,  juat  ae  the  roada  are 
DOW,  the  whole  cost  of  which  is  a  deQcit,  bnt  a  moat  benefioiul  one,  which  brings 
me  to  my  last  point  in  this  connection,  viz,  that  a  deficit  ia  not  ntcewarily  a  bod 
thinj;— it  depends  on  what  you  have  to  show  for  it. 

Tbe  vice-president  states  tbe  Western  Union  stuck  and  bond  oapitalization  at 
9645  per  mile  of  line  and  $130  (S129.S0)  per  mile  of  wire,  and  compareu  it  with  the 
British  capital  illation,  which  be  estimates  at  11,530  per  mile  of  line  and  $210  per 
mile  of  wire,  by  udiling  to  the  outstanding  capital  debt  the  whole  cost  of  extensions 
and  iniprovemuuts  from  the'aturt  (althoii^b  these  were  included  in  current  expenMS 
In  an  BarliiT  partof  his  testimony  dealing  with  the  Englixh  deficit)  and  making  no 
allowance  for  depreciation.  "  Men  may  cume,  and  men  may  go,  but  T  go  on  forever," 
ia  tbe  aong  of  capital  when  a  monopolistic  corporation  writes  the  music.  Private 
monopoly  doea  not  believe  in  burying  its  dead  capital,  but  keeps  it  on  tbe  register 
OS  a  basia  for  taxation,  not  of  itaelf,  but  of  the  people.  Monopoly's  census  of  capital 
inclndes  as  present  jiopulation  all  the  Inhabitants  who  have  ever  lived  in  the  biiild- 
iuB  since  it  was  put  up.  Besides  tbia  xratuitous  iuSation  of  the  British  cHpital,  by 
applying  corporation  methods  to  its  estimate,  it  is  well  known  that  England  paid 
the  companies  at  least  four  times  the  valne  of  tbe  lines,  and  probably  live  or  six 
times  their  value.  I  seggest  that  It  woald  be  better  to  take  for  comparison  the 
capitalization  in  some  conntry  that  has  not  mute  such  B  dropsical  purchase — Franee, 
or  Belgium,  or  (iermany,  making  dne  allowance  of  course  for  difference  of  wages, 
etc.  Better  still,  to  coui])aTe  the  $645  a  mile  with  the  cost  of  coustruotion  in  tbia 
country, '  or  with  the  Wi^stem  Union's  claim  in  recent  tax  litigation  in  Ohio,  that 
its  whole  property  in  tbat  State  did  not  cost  overSlOS  per  mile  of  line. ' 


iWMtemUiil , ,     „  .      .......      _  ._ 

lo  t70  per  mile  uC  wire,  od  an  average  fur  Urjie  b1tick».  Fur  tlie  year  BudlnE  .fuse  SO.  m 
Kukert  reporliHl  tbo  coii!>I  ruction  ofl.auo  mile*  ofMW  polu  and  h.OOO  milei  ot  now  wire,  one.balf  of 
it  coippiT,  nl  a  tolal  eoit  of  $K^.0^].  or  »SI  a  mile  of  wire.  In  the  report  of  OoWber,  18M,  Preatilont 
Xxkan  Bay"  that  »57*,B»  was  spent  during  the  year  tn  pullLna  np  15,7».l  miles  of  new  wire,  tvo-lhlrda 
of  It  copper,  and  part  orlt  on  new  polta  (HL7nilIea)-aboiit  •Ttpermileof  ntngloltneand  t3B  per  mile 
of  oirc.    (;olln  Vox.  a  Woalem  Union  builder.  tf.Btlfled  that  he  had  built  lines  fur  the  company  mrm 

1- T  ire  line)' al  a  coat  nf  f7S  a  nTlie  and  ^U  a  Tails  of  ailditinnal  itlre.  (Seunle  Report  ST7,  FortyeiKbth 
Concreu.  fLrnt  BeMion.  p-  S.)  In  iBS4.  Dr.  Gtvpo.  proeident  of  tbe  Wt^tttn  Unfun,  teatided  that  the 
average  CDnt  of  the  Weetrru  Unlou  linea  waa  nbonC  |15.  (Ibid.,  part  S,  n.22;.)  Duringthe  rearend- 
lDgJuueao,  1SK,  2,081  mlli-x  of  pole*  and  10,370  Rillea  of  wire  that  oonatltuted  the  American  Rapid 
Trlegranb  Coini)anv  biie  been  bonRht  bv  the  Weil^m  Union  for  tSSU.OUO  In  lUi  atucli  at  par.  or  *OT  a 
mileorHlmWeBiarnlTiiiuDReporU  im.  I8°S,  and  I'liilrd  HtateaStatlacical  Abstract  for  ie»4, p.  MS.) 
The  actual  market  value  of  the  etock  payment  wan  (22  a  mile,  and  the  Kapid  Uuea  were  amant  the 
very  newest  and  best  tlie  Western  Uoiou  Iioh  eierhnnKht. 

See  further  Senate  Ducnmeul  65,  b'iltj  eiitli  Coofrieaii,  tint  acanion,  pagee  W-30,  where  many  data 
on  cuuatrucLion  oodt  are  colliiLted  from  varkuus  no iirces^ public,  private,  domeatio,  and  forefgn— oL 
teniling  to  cunBrm  the  drift  of  tbe  flenres  g<vr,n  above. 

'  Wpstcm  Union  TrleL-rnpb  Cumpanv  V.  Audilufor  Obla.«l  Fed.  Rep..  447;  State  e.  Jones.  M  Ohio 
St.,  4»2;  1st  U.S..  IH,  VhIi.1,  ItiflTi  and  He  U  ¥a\.  Hup.  8,  revenduK  the  ck-clBinD  of  SI  Fed.  Rep., 
and  holdlua  tlie  Otiio  law  Fonslitutlonal.  th>.  Stale  Kupirme  c  ourt  a  bl  Ohiu,  and  the  United  Slates 
Supreme  Conrt  fn  ISG  V.  S.,  having  auetalned  Die  validity  ot  the  utatntd. 
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Even  tbis  contrast  proliablj  does  not  show  the  reul  hiflation  in  Western  Union 
capital,  for  tlie  vice-preBidfiit  took  the  wliole  mileage  i>r]>oIeH  anil  wire  reported  by 
the  i^ompiiny,  wbich.as  weliiivuaeei).  tlitTU  is  rea^dii  to  believe  is  the  Biiiii  uf  all  the 
linen  bought  and  built  from  the  star!.,  many  of  tlii'Ui  now  in  the  junk  heap.  Allow- 
ance for  tliis  would  make  the  divisor  smullcr  iind  the  qiicitieut  larger. 

The  vice-president  says  that  the  '*oa]iilal  ol'  the  Western  l!uiou  Company  liaa 
resulted  from  the  ftiualeatnation  of  a  Inijce  tiiimber  of  telegraph  rompanips  from  the 
beginning,"  and  evnry  bnainesa  man  knows  tiiat  when  companies  amalgamate  the 
resulting  capital  is  aanally  a  good  deiil  more  than  the  siini  of  the  former  separate 
capitals.  What  the  people  want  to  know  in  ihlH  connection  is  the  relation  between 
oapitaliKation  and  the  real  value  of  th«  pljint..  The  practice  of  heavily  capitalizing 
fyanchiscfl  Riven  hy  State  and  city,  thereby  cninpelling  the  people  to  pay  dividends 
on  le^rislation  and  interest  on  abstract  privilege,  is  a  very  qiiestiiinaliiu  practice. 
Labor  and  capital  octualb'  invested  ari<  the  only  things  that  ought  to  ilraw  income. 
It  is  BO  with  the  ordinary  uierchaut  iind  iiianiifacturer,  and  it  ought  to  lie  eo  with  a 
telegraph  oompHny.  The  meroliiint  can  not  make  the  people  pay  iuterest  on  a  blue 
bonk,  or  on  dead  capital;  neither  shonld  a  carrier.  Kquat  rights  to  all.  Fair 
exchange,  service  for  service.     No  charge  for  wind,  and  no  tax  on  the  dead. 

I  solemnly  swear  that  tho  niatters  in  the  above  statement  made  by  me  of  my  own 
knowledge  are  tme,  and  that  all  other  malters  contained  therein  I  believe  to  be  true. 

PitA.VK  Paksons. 
Subscribed  to  and  sworn  before  me  this  6th  day  of  August,  1901 . 
[suAL.]  Maud  H.  Crane, 

.Voiorj  Pablic. 

STATEHEHT  OF  K0M7S  HITCHCOCX, 
Cofunlting  Chtmitt  and  TtdtnologUt,  New  York  Cify. 

Arguments  in  favor  of  Government  ownership  of  the  telegraph  have  been  ablj 

Sresenteil  before  this  commission  and  f):«m  time  to  time  before  other  ciimmittem  of 
.ougreasa|ipoinled  to  investigate  the  subject.  The  general  and  specific  facta  con- 
cerning the  telegraph  business  In  this  country  and  sbroad  have  been  set  forth  in 
detail  by  difTerent  authorities  before  sncb  investigating  nommitlecH.  There  is  no 
reason  why  any  person  of  au  inquiring  disposition  should  be  deceived  by  ambignoua 
or  erroneous  declamtions  concerning  matters  of  fact  in  the  telegraph  business. 

Objections  to  Government  ownership  and  mauiigemcut  of  the  telegraph,  bnited 
upon  considerations  of  political  patronage  and  abusex,  have  been  repestteilly  pnt  for- 
ward, but  they  are  more  theoretical  than  real.  If  the  people  want  Government  own- 
>^^ship  they  will  also  demand  ellicient  and  economical  miinagement.  This  can  not  be 
had  if  political  induenoe  controls  the  selection  or  discharge  of  employees.  The 
oiteration  of  the  telegraph  is  a  technical  service  :iQd  employees  should  work  their 
own  advancement.  Civil-service  rules  should  he  applied  rigidly ;  promotions  should 
depend  upon  efficiency  and  skill  and  the  resnlta  of  special  examinations,  with  no 
<lischarges  except  for  cause.  Life  position*  and  a  pension  system  should  be  the 
reward  of  faithful  service. 

Hut  it  is  nnprotitable  to  spend  time  over  matters  already'  well  thrashed  ont. 
What  the  people  desire  they  should  have.  It  is  the  dnty  of  the  Government, 
imposed  by  tlie  Constitution,  to  utilize  the  best  available  nieaus  for  the  ' " 


of  correspondence.  It  is  nucunstitiitioniil  for  the  telegraph,  which  should  be  ft 
part  of  the  poslal  system,  to  be  operateil  as  .i  privule  monopoly.  Among  the  mure 
important  nations,  the  United  .States  ntaiids  alone  for  its  shameful  neglect  In  the 
matter  of  telegraph  communication.  This  condition  is  anomalous.  The  moat  active 
and  pmgrosaive  people  on  earth  are  unable  to  enjoy  the  telegraph  as  a  public 
ulility.  Yet  the  popular  demand  for  It,  expresswl  in  many  ways,  is  indisputable. 
Doubtless  on  no  other  single  question  are  the  people  so  united.  More  than  75  biila 
have  been  before  Congress  advocating  a  postal  telegraph.  Sixteen  Investigating 
committees  have  reported  in  its  favor.     Of  T'l  counttiea  the  telegraph  is  owned  and 


operated  by  the  respective  govemmeniM  in  all  except  Bolivia,  Cnba,  Cyprus, 
Hawaii,  Honduras,  and  the  United  States. 

The  following  organizations  and  many  others  have  expressly  favored  a  postal  tele- 
graph system: 

The  Farmers'  Alliance,  the  National  Orange,  the  Knights  of  Labor,  the  Railway 
Union,  the  American  Feideration  of  Labor,  the  Inteluatioiial  Typographical  Union, 
the  Teople's  Parly,  the  Prohibitionists,  many  boards  of  trade  and  oomuieroial  bodiea. 
More  than  3,000,000  Totes  have  been  cast  for  it. 


R.  bitchcook: — postal  telegbaph  system.  891 

lit.  Wuiftmaker  deolared  in  1H80  that  the  only  visible  ojiponent  waa  the  Weatem 
Union  Trilegraph  CoaipaDj. 

TestiiDuuy  baa  li«en  Ki'on  before  tbis  oommiHsiuu  re] ntive  to  diHcrimi Dating  (Velght 
rate*  oa  railrnads  ami  the  demoralixlnK  ettecta  reaiilttug  tLerrfrom.  Tbese  things 
kTfl  only  too  faiuiliKr  to  Btattenta  of  «cunoniic  cnnditious,  but  few  people  know  that 
similar  oondition*  bave  prevailed  in  the  telegraph  in  regard  to  the  diatribiition  of 
news.  Mr.  S.  II.  Bell,  repieeen  ting  the  Typographical  Union,  naed  theae  worda  before 
the  Senate  Committee  on  PoHt-OOIoeB  and  Poat-Roada : 

"  Mr.  Cbainnaii,  the  news  uf  this  connti;  ia  controlled  by  two  great  prena  aaaooia- 
tiona,  and  in  any  place  in  which  either  baa  a  footlD);  no  new  journal  oan  Jie  eelab- 
liahed  and  aeonre  it  lelegrapbic  nowaaervice  except  on  hiicIi  terms  aa  may  be  preacrilMd 
by  the  paper  or  papeia  which  already  occnpy  Ihsfielil.  In  I'-nfcland,  ou  the  contrary, 
all  papura  are  on  on  eijual  footing;  thiit  ia  to  afty,  all  mny  receive  the  diapatohea  on 
payment  of  the  cbargea  of  the  newa-Katheriiig  agenulex  ami  tlinse  iif  the  Government 
for  the  tranamiaaion  of  the  some.  We  believtt  lliat  under  govarnmental  operation  a 
similar  condition  would  aoon  prevail  here,  11  hii'h  notild  be  of  untolil  benetlt  to  oU 
Aonneoted  with  the  newspnp«r  imlimtry." 

A  gnat  part  of  the  taatimony  giv<-u  uC  varions  times  ileala  with  comparisons.  The 
experience  of  Great  llcitain  aniT  the  continental  countries,  the  rednctiona  of  rates 
invariably  accompanying  chungea  from  private  to  pnblic  ownership,  evidence  tliat 
cheap  ratea  enormonaly  increiiae  the  nse  of  the  telegraph — all  these  facta  have  been 
admirably  brought  ont.  But  the  testimony  bos  dealt  almoat  excluaively  with  the 
telegraph  aa  It  haa  been  and  ia.  The  time  baa  come  when  we  ahoilld  acrioualy  inquire 
whether  the  methods  of  the  past,  although  they  still  prevail,  are  the  best;  whether 
there  have  not  been  inipro>'unientH  in  telegraphy  as  in  other  arts,  or  if  in  thia  alone 
there  has  been  stagnation  for  a  generation. 

Improvements  have  been  made  Ju  tbe  telegraph,  but  tba  great  monopoly  which 
controls  it  has  opposed  changes.  The  logical  tesnlt  has  been  realized— that  we 
have  In  the  United  Statea  the  p«ur«sl,  most  inefticlent,  slowest,  most  antiquated  and 
expensive  telegraph  aervtce  in  tbe  world.  It  iBeoadactedonthebasiaof  "mall  busi- 
neaa  at  high  prioM,  regardless  of  tbe  obvious  teachings  of  eiperieiice  that  the  oppo- 
site policy  is  tbe  wiser  and  also,  when  largely  developed,  tbii  most  profitable. 

To  oflaet  thla  humiliation,  due  to  ignoble  and  Bhortslght«d  Hnsnciering,  I  pronose 
to  a<lvocat«  before  thia  oommiaaion  the  introduction  of  an  Amttricao  invention  which 
repreaents  the  highest  acblevemt^ut  in  telegraphy  as  a  foundation  upon  wliich  to 
establish  a  Oovemment  poatal  telegraph  aervioe  which  sbnll  be  annerior  to  any  the 
world  baa  known.  This  invention  far  outrunka  its  noareat  rival,  tbe  great  Wheat- 
stone  apparatus.  It  ia  an  invention  not  to  be  aupersedeil,  because  it  attains  tbe  limit 
of  tbe  working  apeed  uf  u  telegraph  wire. 

The  <]ue8tion  haa  always  t>een,  How  shall  the  Government  obtain  control  of  the 
telegraph  I  How  can  it  beat  do  ao  with  Just  regard  to  the  vested  i n teres ta  which 
roust  be  more  or  leaa  alt'ectedt  Important  oh  these  conaideratious  are,  they  are  sal>- 
ordinate  to  the  larger  interests  of  the  people.  If,  as  I  believe,  tbe  time  bas  oome  for 
•  postal  telegraph  111  this  country,  tbe  people  bave  a  right  to  demand  tbe  best  in  tbe 
world.     If  it  can  be  shown  that  the  best  is  olao  tbe  cheapest  ^    ■^-  '      -■       ■ 


tenance,  and  tlint  its  sdoption  will  improve,  cheapen,  and  quicken  tbe  aervice  for 

hey  ond  what  would  be  poaaible  by  any  other  method   "" ' — *""     '*-   ' 

this  ia  what  they  should  have. 


rould  be  poaaible  by  any  other  method,  there  can  be  no  i|neation  that 


my  purpose  to  advocate  auch  a  ayatem.   Under  private  management  for  profit 

it  is  thereby  practicable  to  reiluce  the  present  telegraph  rates  to  one-t«nlb  what  they 
are  at  present,  with  viistly  improved  service.  Under  Government  management  the 
rates  could  be  still  farther  reiluced. 

The  systeui  of  wliich  1  shall  upeitk  is  the  high-apced  automatic  of  Hr.  Patrick  B. 
Delany.  The  mam  features  and  possibilities  of  the  Delany  system  were  discussed 
before  the  Senate  Committee  on  Post-Olflcesand  Post-Uooda  in  1696.  (Doc.  No.  291.) 
Although  at  that  time  the  Klliott  Creaaon  medal  waa  awarded  to  tbe  inventor,  the 
ayatem  is  much  improved  and  ia  even  better  adapted  to  the  needa  of  a  poatal  tete- 


Saph  than  it  was  then.  The  tapes  ate  now  ]>nnched  by  the  ordinary  o)ierating  of  a 
irae  key,  an<l  tbe  aignala  are  recorded  in  Morse  characters.  The  electro-static  con- 
ditions of  a  telegraph  line  have  hitbertii  imposed  limitations  upon  rapid  signaling 
by  the  ordinary  niethods.  By  a  recent  improvement  Mr.  Delauy  hOH  succeeded  in 
ntilizing  the  static  charge  in  the  prmluctinn  of  siunals  on  the  receiving  tape. 

There  are  two  leading  questions  which  must  receive  brief  consideration  here. 
First,  what  are  the  points  of  practical  superiority  in  the  Dolany  system  I  Sec- 
ond, if  it  is  so  extremely  valuable,  why  hns  it  not  been  adopted  by  tbe  telegraph 
companies  I 

Replying  to  the  first  qaestion,  technical  features  are  involved,  which,  however,  it 
is  perhaps  adviaalilo  to  pass  over  fur  tbe  present.  The  praclical  aspects  of  tbe  anb- 
J«ct  are  just  now  of  most  iuiporlsnce.  The  one  gmat  feature  of  (be  ayatem  ia  tbe 
extreme  apeed  of  operii  ting  wrtb  reliability  and  accuracy.  The  second  is  the  relative 
cheapness  of  line  oonatnivtion,  maintenance,  and  operation. 
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The  pointo  of  saperiorit;  of  tbu  Delany  eyatem  over  iU  nearest  competitor,  tlie 
WheatRtone,  are  these :  More  certain  le)i;il)Llity  of  aignolii.  Simplir  mechaniain,  not 
liable  to  deraQKement,  well  ariapteil  to  army  work  in  the  field.  Improved  metboda 
for  handling  alarge  voliimo  of  linsiness.  It  will  work  withont  repeaters  from  Now 
York  to  San  Franoisco.  The  receiving  instrument  is  controlled  lij  the  operator  at 
the  Beiidlnic  instrument.     The  transmitter  increases  the  efflcienoy  of  oo«an  oableH. 

The  invention  is  a  result  of  );rHdual  development  of  a  fundamental  principle.  The 
iuventoT  is  not  only  an  e^iiert  practical  telegrapher,  hot  he  Is  a  member  and  ex-vire- 

{ resident  of  the  American  Institute  of  Electrical  Engineers,  member  of  the  Franklin 
Dstitute,  and  the  inventor  of  nnmeroiis  telegraph  devices      His  synchrooous-mnlti- 


plei  system,  whereby  I  wire  is  made  to  carry  6  messaeeti  simultaneoiiBly,  one  way 
or  in  opposite  directions,  hoe  lieen  in  use  by  the  Britisb  poHt-offlce  for  15  years,  and 
hi*  eyBl«m  for  cable  tranBrnisaioD  holds  the  record  for  high  apeed  over  Atlantic 


When  it  is  considered  that  a  great  item  of  cost  in  ordinary  telegraphy  ia  the  con- 
stmction  and  maintenance  of  a  large  number  of  wires,  it  will  be  nnderstood  that  if 
the  practical  speed  of  working  ia  grentl.v  Inoreaaed,  the  nnmber  of  wirea  or  the 
amount  of  copper  roiild  tre  corresponding Iv  reduced,  with  great  rcaiilting  economy. 
Let  me  give  one  ilhietration  of  this  from  hich  anthority.  Mr.  Nnrvin  Creen,  for- 
merly president  of  the  Weslfrn  Union,  stilted  that  the  introduetion  of  the"  artiticial" 
or  "phantom"  circuits  of  the  ciuadruplox  reprnsentert  in  valne  to  that  corporation 
•10,000,000.  The  quadrupled  is  used  only  on  a  comparatively  few  circuits,  and  it 
does  not  quite  doable  tbeir  practical  ilupleic  efficiency.  These  are  large  Hgurea,  bnl 
a  simplex  Uorae  operator,  sending  at  the  rate  of  In  words  a  minute,  mav  monopoliza 
a  line  which  cost  $20,000. 

When  we  come  to  the  llelany  system,  however,  the  economy  ie  enormonsly  greater. 
For  while  the  qnadrapfex  sends  an  average  of  60  words  a  mlnnt«  with  eight  opera- 
tors, four  aeadlng  and  four  receiving,  and  the  Wheatatone  autornatio  135  words,  or, 
If  duplexed,  about  200  words,  the  Delany  sends  over  a  single  wire  1,000  words  a 
minute  for  a  dlHtance  of  1,000  miles.  In  other  words,  one  Delany  wire  ia  equal  to  60 
wires  worked  simplex  or  tu  about  20  wires  qnadrupleied,  and  it  operates  8  times  as 
fast  as  the  Wheatatone. 

The  money-earning  capacity  of  a  line  which  is  able  to  earry  messages  at  a  speed 
of  1,000  worda  a  minute  demonatratea  the  desirability  of  speed  for  Monomlcal  work- 
1 —      < J  __._!__.«  I r .J  operation  for  buameaa  and  social  meaaagea  and 


ing.     If 
allow  20 


20  per  cent  of  the  time  fur  manipnlating  the  apparatua,  the  practical  working 
result  will  be  800  words  a  minute. 

Assuming  measagee  to  comprise  50  words  each,  16  meaaagM  could  be  sent  each 
minute,  (or  conveuicuce,  we  will  aay  15  messages  a  minnte.  In  10  hours  thia 
would  amonnt  to  9,000  mesaagea,  which  at  15  cents  each  would  yield  a  groaa  income 
of  (1,350. 

Ad  estimate  of  the  profits  of  a  line  between  New  York  and  Chicago,  fully  equipped, 
at  an  assumed  cost  or  $1,000,000,  will  indicate  the  immediate  poeai  bill  ties.  This  line 
is  snpposed  to  hnve  two  wires,  with  a  speed  cruelty  of  1,000  worda  n  minnte  each, 
one  for  sending  and  one  for  receiving. 

We  wilt  snp|>ose  these  wires  are  operated  at  a  apeed  of  500  worda  a  minute  each 
way,  and  that  15,000  messagea  of  50  worda  each  are  tranamitted  even  day  of  12 
bonis,  'fhe  present  telegraph  bnainess  between  the  two  cities  at  40  cents  for  10  words 
is  12,000  messages  a  day.  Therefore,  the  estimate  of  15,000  50-word  meeaagea  at  15 
cents  each  ia  conservative. 

15,000  messages,  at  15  cents,  $2,250  a  day,  for  300  daya $676,000 

Line  maintenance,  at  $4  a  mile,  2,000  miles $8,000 

Handling  messages,  at  2.6  ccntn  each 117,000 

Interest,  1  per  cent 40,000 

166,000 

Income 640,000 

There  is  reaerve  onpacity  on  the  line.     Only  one-fourth  of  its  working  capacity  is 
utilized.     Press  diapatcUps  will  occnpy  some  of  this.     But  no  account  is  here  taken 
of  husineaa  from  intermediate  cities. 
The  figures  do  not  intluHa  expenses  of  administration. 

The  question  has  Ween  Hshed,  How  mnch  cheaper  can  the  Government  condnet  the 
telegraph  Rervice  tbnn  thu  present  corporationsT  I  have  not  attempted  to  estimate 
that  in  a  specific  manner,  but  the  select  committee  on  the  telegraph  in  IK70  estimated 
That  the  annual  BBvlug  would  be  at  least  a  million  and  a  half  a  yenr.  The  receipta 
of  the  telegraph  cotopftuiee  are  now  fonr  times  what  tbuy  wi-re  in  1870,  so  that  the 
saving  under  Government  would  be  very  mnch  greater,  without  any  improvement 
whatever  in  technical  operation.  It  is  probable  that,  taking  iiccount  of  diridends 
upon  watered  stocks  alone,  aftei  dednctiug  the  probable  value  of  (be  line  equipments 
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of  the  corpor&tionB.  the  saviiiK  by  OuTeinment  m&nagemeut  wnnid  be  not  lea*  tban 
W,000,000,  and  iither  ecoQomiea  woald  couHiiterBbl;  lnar«aM  that  iiim,  witfauat 
cbanKe  in  tlie  iiietliodB. 

Prof.  FrBuli  FftnonB  said,  in  1896,  cunceming  thisBabjecc:  "If  inipiOT«dm«thocU>, 
well  known  to  the  eleirtrical  world,  were  adopted  in  the  postal  telegraph,  theaavhig 
would  be  tut  great«r — so  great,  indei^d,  that  there  •eeme  ever;  KMon  to  iMlieve  a 
nnifomi  rate  of  5  oeota  a  DiHSSHge  would  yield  a  aabstantial  profit." 

As  to  tbe  second  questioti,  pertaining  to  the  attitude  of  the  existing  monopoly 
toward  this  eyatem,  or  toward  any  new  Bystem,  I  wieh  to  quote  a  few  pertinent 
words  froiM  Mr.  Delany  hioiBelf,  which  aie  to  be  found  in  Senate  Docnlnent  No.  ^1, 
Fifty-fourth  Congress,  Hrat  Boaaion:  "So  anxious  have  the  Iriejp^ph  owupra  been 
to  perpetuate  the  oondition  of  the  earl;  days— (he  golden  spati  ironi  1%8  to  ISTO — 
wheo  a  «GOO,000  Tilan  t  grew  to  one  of  $20,000,000,  ever;  innovation  calculated  to  uptet 
or  interfere  with  thiB  comfortable  situatioD  hoe  been  uDwelconie.  Every  atep  in 
advance  has  been  viewed  an  an  eiicroaobment  on  un  exclusive  domain,  and  each 
great  improvement  has  been  obliged  to  knock  lond  and  long  for  recognition.  It  is 
aisnilirant  that  none  of  the  imnroved  methods  of  teleKraphy  now  Id  use  originated 
within  the  controlling  teJeeraph  orgnnization,  all  having  come  tci  it  by  pnrJhase  of 
competing  lines  or  from  individuals  outside.  Tbe  well-known  Page  patent  woa  the 
work  of  an  examiner  in  tbe  Patent  Office.  Stennia  was  connected  with  themnniclpal 
telegraph  of  Roaton  when  he  brought  unt  his  duplex  syalem,  and  it  required  :j  orS 
yean'  elfecttve  work  by  a  competing  line  to  gain  a  foothold  for  it.  Ediaon's  qnad- 
mplex  ayatoni  wbb  an  ontaide  creation.  The  telephone  waa  a  fciondllng  left  on  the 
doorstep  of  the  leading  telegraph  company,  l>nt  was  not  adopted  and  was  recognised 
only  after  it  had  grown  into  great  promise." 

With  proper  legard  to  the  future  and  a  diapoaition  to  maintain  an  up-to-date 
installation,  a  part  of  tbe  large  earninga  would  have  been  invested  in  improvements, 
and  rafeB  ahonld  have  been  reduced.  But  what  has  been  the  polio;  throughoutt 
The  fatal,  ruinona  policy  not  to  meet  competition,  but  to  buy  it  up.  A  dependence 
npoD  the  purchasing  power  of  wealth  to  prevent  changes  or  the  use  of  new  methods,  tA 
antagonize  improvements,  and  to  Boppreas  inventiona.  It  has  been  a  battle  of  money 
against  tbe  pervwling  spirit  and  tlie.  irresistible  tendenciee  of  the  age,  and  it  will 
meet  its  Waterloo  wLenever  improveinenta  in  either  melboda  or  means  oome  into  the 
field.  It  needs  not  even  tbe  Uelany  nysteni  to  rnin  the  telegraph  monopoly ;  it  needs 
QO  new  devices ;  nothing  but  tbe  same  old  system  that  the  companies  are  using  atill, 
supplemented  with  onetifth  of  the  money  represented  by  their  otitatnnding  securi- 
tiee,  and  a  liberal  and  wise  bnainess  policy.  But  it  is  not  competition  that  we  are 
striving  for;  it  ia  the  beat  and  cheapest  aystem  for  the  people. 

One  of  the  worst  features  of  the  preseut  monopoly  is  tbe  utter  disregard  of  the 
welfare  of  fnithfiil  i-mplovees.  Their  condition  is  as  bad  as  it  can  be,  for  the  wages 
are  insnfflcient  for  comfortable  living.  If  the  truth  were  all  told,  there  woald  be 
popular  indiguatiun,  Tet  the  employees  nre  pnwerleaa  to  better  their  condition. 
Probably  tbe  average  operator  should  receive  about  double  the  wages  paid  by  the 
Western  l.'uion  Company. 

Leaving  out  of  consideration  the  posi>ible  oconomiea  which  might  be  effected  by 
Oovemmeut  administration  with  tbe  iililer  methods,  let  ua  suppone  the  telegraph  to 
be  brought  into  universal  une  tbroiigh  the  greatest  possible  cheapening  of  rates. 
Whether  this  result  is  attained  through  Government  owuership  and  the  operation  of 
the  telegraph  in  conjunction  with  tlie  post-oltice  or  by  its  adoption  by  a  privata 
corporation  working  for  prolits,  does  not  mateiially  afl'ect  the  point  at  Issne.  In 
either  case  there  will  be  at  least  iH)  per  cent  reduction  in  charges. 

While  personal  ly  favoring  Government,  ownership  ami  dispoaed  to  actively  farther 
it  BO  long  Rs  there  is  any  prospect  of  auccesB,  I  am  also  convinced  that  it  is  possible 
to  make  the  telegraph  a  public  utility  in  private  bands.  Tbe  proposed  reduction  in 
rateeof  90  per  cent  are  based  upon  the  Delany  system  nnder  private  management. 
By  no  other  system  would  snch  a  large  reduction  be  prolitable  to  tbe  owners.     It  is 

t reposed  to  establish  a  rate  of  15  cents  for  50  wonls  and  SO  ci^nts  for  100  words 
Btween  Hew  York  and  Chicago.  It  is  proposed  to  ilo  away  with  the  lO-word  mes- 
sages and  substitute  letter- telegrams — le(teri>  carried  by  wire  instead  of  by  train. 

Comparatively  few  men  are  able  to  immediately  grnap  tbe  idea  and  follow  it  con. 
fldently  to  tbe  inevitable  conclusion.  It  reiinires  lime  and  thought  and  familiarity 
before  the  transmission  of  letters  of  50  or  100  words  from  New  York  to  Chicago  or 
San  Francisco  presents  itself  to  the  mind  an  ctmimercially  possible  or  even  to  be 
desired.  Any  radical  departure  from  old  methudx  requires  time  to  permeate  the 
average  brain  cells  and  ganglia  and  liring  forth  definite  or  logical  conclnaions. 
Tbe  man  of  wealth  does  not  at  lirst  recognize  its  possibilitiee  for  gain  ;  the  people 
will  not  conceive  the  reality  of  it  until  tbcy  have  experienced  it,  teamed  its  advan- 
tages, the  saving  in  time,  the  oompli'trness  of  knowledge  as  contrasted  with  the  sii»- 
pense,  nucertainties,  even  auxieticK  of  ihe  auiliignona  short  tele>£rams,  short  beoanse 
every  additional  word  coats.     Such  letter-telegrnmswill  be  something  nevrnnder  the 
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•nn.    No  niMi  oftn  Mtlmate  what  they  will  lead  to  ii 
nearar  together '    ' '  "    ' 

Likewise  out  forefatbere  cuuld  not  foresee  tbe  wonderful  grontli  of  correapoQd«DM 
which  we  Duw  enjoy  beoanse  ot  cheap  and  rapid  mails.  Tbe  poaiboy,  pen;  poet 
with  relays,  packet  boat,  train,  telegraph,  pneumatic  tabe,  telephone,  ropreMntsao- 
ceMlve  stages  with  a  premium  siibsidy  for  speed,  reaching  an  aoticliniai  in  the  10 
cent  stamp  to  hasten  tne  delivery  of  a  letter  by  a  few  minntes  which  may  have  been 
many  hours  an  tbe  way.  But  even  uow  the  telegraph  is  too  slow,  beoanse  it  can  be 
speeded  up. 

The  oouvictioD  tbat  tbe  telegraph  should  belong  to  the  people,  that  cheap  commu- 
nication is  one  of  the  greatcet  blessings  to  a  nation,  should  be  strong  enongh  with 
all  to  eliuiinate  sellisb  considerations.     Bat  as  I  look  forward  !  seethe  signs  of  anew 

Erivate  munoply  in  the  air,  the  basis  of  which  is  tbe  Uelany  system.  At  present  I 
elieve  it  is  possible  to  direct  the  system  into  Uovemmeut  control;  bnt  if  this  is  to 
be  done,  there  must  be  no  delay  in  Congress.  If  the  system  gets  into  the  control  of 
thoao  who  are  more  interested  in  the  protltu  of  an  investment  in  stocks  than  in  the 
needs  of  the  people,  the  Oovemment  will  not  be  able  to  secure  it  without  a  much 
latver  expenditure  and  probably  a  delay  of  several  years. 

This  is  not  a  mutter  which  admits  of  Buy  lobbying.  Fair,  open,  and  direct  deal- 
ing, 1  am  as-iired,  will  charuotecize  all  aegotiations  on  behalf  of  the  owners  of  thla 
syetem.  If  it  is  true,  as  has  beeu  intimated  tome,  tbat  a  fund  of  ¥1,000,000  was  at 
one  time  provided  to  defeat  legislation  in  favor  of  Oovemment  ownership  of  tbe 
telegraph,  the  same  conditions  may  have  to  be  met  again,  and  they  can  beet  be  met 
by  giving  tbn  utmost  possible  pMblicity  to  every  detail  of  tbe  negutiationx. 

I  wish  nuw  to  make  one  farther  suugestion  in  tbe  direotioo  of  radical  departure* 
ftom  old  methods.  If  we  have  aomething  which  promisee  to  effect  material  cbangee 
in  social  or  business  methods,  it  is  well  to  preparu  for  them  ioiulvauee.  Now,  thera 
cheap  tetter-telegrams  are  sure  to  enoraionsly  iiicreaee  the  bulk  of  tbe  telegraph 
boHiness.  While  messages  will  be  much  longer,  they  will  also  be  in  vastly  greater 
number.  And  if  the  system  is  introduced  by  a  private  corporution,  its  operations 
will  profoundly  affect  the  post-offlce  business.  This  is  a  matter  which  Ueeervea 
very  critical  examination. 

The  prlmiiry  function  of  a  telegraph  company  is  tbe  transmission  of  aommnDica- 
tions  over  its  wires.  Tbe  practical  development  of  the  bniineas,  however,  has 
involved  tbe  iniinedliite  clelivery  of  meRsages  by  speciul  messengers.  Obviously,  if 
the  company  could  be  relieved  of  tbe  Hpecial  delivery  obligution,  ii.  would  be  greatly 
to  its  advantage,  and  tbe  pnblio  service  oonld  be  uisde  much  cheaper. 

With  tbe  larger  development  of  the  telegrapb  buBlness — larger,  it  should  be 
undHratooil,  than  anything  the  world  has  seen — which  will  result  iVom  the  new 
Bysteiii,  tbe  special  tlelivery  of  snch  a  great  volnuie  of  correspondeDce  in  targe  cities 
would  require  an  organizstion  rivaling  in  extent  the  post-office  carrier  service  and 
practically  duplicating  it.  Letter  carriers  make  regular  rounds,  bnt  if  messSKM 
required  to  be  sent  out  Hingly,  as  they  arrive,  it  would  udil  very  much  to  tbe  com- 
plications and  expenses  of  the  telegraph  administration. 

The  arguuieut  tliat  tbe  telnurapU  coiupanies  do  now  deliver  all  messages  does  not 
affect  the  point  of  this  discussion.  Service  can  always  be  rendered  if  people  ure 
willing  to  pay  for  it.  All  ti'legramH  handled  bj  tbe  companies  now  are  urgent, 
although  not  so  regarded  by  the  companies,  and  clelivery  by  messenger  is  obligatory. 

By  far  the  greater  number  of  letter- telegrams  will  be  of  a  nature  that  will  not 
require  immedinte  delivery.  It  is  tberefore  proposed  to  have  them  delivered  by  the 
pust-oSice.  If  ordinitry  I ettjir- telegrams  are  banded  in  at  New  York  and  posted  in 
the  Chicago  ^ost-oHiee  20  minutes  later,  for  delivery  in  that  city,  they  will  reaoll 
tbelr  destinatiims  soon  uuaagb.  Patrons  who  wish  to  do  so,  can  have  lock  boxes  at 
tbe  telegraph  oDlce,  in  ivhich  their  dispatches  will  be  placed  as  they  arrive. 

This  postoQlce  delivery  does  not  coufurm  to  tbe  couventional  idea  iif  telegraphic 
correspondei^ce.  We  are  accustomed  to  have  telegrams  gent  to  our  ofSoes  and  homes, 
and  tbe  idea  of  receiving  tbem  by  mail  seems  at  tirst  glance  a  backward  step.  But 
in  truth  it  is  not,  for  what  time  is  lost  in  delivery  is  1argel3'  made  up  in  getting  the 
measagee  i)aickly  through  to  the  cities  of  thnir  deetitiation.  Tbe  new  system  will 
lead  to  the  delivery  of  mes^ajies  through  tbe  post-odiie  almost  if  not  quite  as 
promptly  as  they  ure  now  delivered  by  tbe  Western  I'niim  Company.  I  do  not  wish 
to  exaggi^rate  in  thin  regard.  Tbe  local  post  deliveries  are  often  alow  and  for  apart, 
but  as  tbe  demand  for  this  service  increases  there  will  be  material  improvemeola 
all  around. 

Nevertbeless,  a  certain  proportion  of  letter- telegrams  will  require  immediate 
delivery,  and  for  this  purpose  responsible,  unifumiod  men,  not  boys,  shonld  be  Uw 
oament.     For  this  service  a  speoial  charge  should  lis  ma<le. 

My  ooDtention  is  tbat  tbe  less  urgent  busiDem  sboiilil  not  be  taxed  to  pay  for  this 
special  aervioe  rendered  to  a  comparatively  few  correspondents.  Good  bnsinwa 
policy  requires  special  pay  for  special  service  and  minimum  charges  for  ordinary 
■ervios. 
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The  routtne  of  boslneaa  will  be,  in  a  general  way,  aa  follows: 

In  every  city  thfie  will  be  a  oentrul  tranainittlng  and  receirinc  office,  ami  Ihero 
may  bo  a  DuifibeT  of  brauuhea  similarly  eqaippad,  but  we  will  conBiiiur  only  tbe  ceu- 
tral  office.  Connected  Iberewith  by  ordinarii'  wires  will  be  small  local  offlceH  where 
letter- MIeKTsma  can  be  handed  in,  bnt  from  whicb  deliveries  will  nut,  imtil  after 
later  developnienta,  be  made.  At  eaoh  of  tbtsx  local  offices  a  teleftrapli  operator 
will  have  a  MoTse  key  wbioh  operates  a  tape-pnniihiutc  apparatna  at  the  crntrMl 
oEBce.  If  the  Oovemment  owned  the  syatem,  all  this  would  be  arranf^ed  in  connec- 
tion with  the  postal  aiationi. 

At  the  central  ofBoe  the  pnnched  tapes  are  immfidiately  mn  through  the  line  traiw- 
mittert,  at  a  speed  of  500  to  1,OUO  words  a  minute,  or  faster  for  sborl  oiatsncea.  With 
such  rapid  tranHmission,  there  moat  be  an  InimeoMi  unoiint  of  Uiiainess  before  tbere 
cao  be  a  moment's  delay  in  sendinK  off  a  meesage.  For  example,  a  single  inslrument, 
on  one  wire,  will  do  all  tbe  baeineu  that  can  be  provided  by  60  men  constantly 
working  Morse  keys.  It  will  reqalre  a  very  larice  dSTelonmnnt  from  the  present 
business  before  50  Morse  operatore  will  be  kept  coutinnonsly  at  work  sending  inee- 
sases  to  any  one  city.  If  loch  a  result  shonld  be  realized,  betwren  surb  important 
eities  as  New  York  and  Chicago,  the  immediate  mnulug  of  another  wire  would  be 
advisable.  Tbat  may  happen  after  a  while.  When  a  wire  ia  worked  to  anything 
like  its  carrying  capacity  oy  tbie  xyatem,  it  will  bo  earning  ho  much  money  that, 
antler  OoveruDent  control,  there  will  be  either  a  large  proUt  or  a  rodootion  of  the 
16-cent  rate  to  10  or  even  5  cent*  for  EO  words. 

Now  we  will  fallow  the  meuage  to  its  destination.  At  the  distant  city  it  is 
recorded  in  Horse  characters  on  a  tape.  In  the  ordinary  coarse  it  will  be  writt«n 
oat  on  a  typewriter,  incloeed  In  an  envelope,  stamped  and  addressed,  and  deposited 
in  the  poet-office, 

The  system  involves  important  details  in  the  convenient  and  systematic  manlpn- 
lation  of  the  tapes,  and  tlie  method  of  diatribntlon  of  messages  to  dietant  parte  of 
the  city,  which  need  not  be  dealt  with  here. 

An  important  feature  of  the  system  is  that  it  affords  absolnte  eecreoy  for  all  cor- 
lespondenoe,  whenever  this  1«  deeired.  For  Government  bnaineea.  as  well  as  for 
•ome  private  oorrespondenoe,  this  is  worthy  of  cousideratiou.  Tne  only  way  to 
lnsnTeaecr«cy  Is  to  prevent  any  employee  of  the  telegraph  company  f^om  knowing  the 
words  of  the  communication.  The  tapee  may  be  punched  by  oonfideotial  clerks  in 
private  offices.  Whenever  such  confidential  busioees  has  to  be  transaoted^Muirable 
apparotuB  for  this  purpose  can  be  leased  from  the  telegraph  company.  There  are 
oeveral  ways  of  pDnohing  the  tapes,  and  employees  can  quiciity  learn  to  do  the  work. 
Sncb  tapes  will  be  rolled  in  compact  ooils,  in  the  nsnal  way,  anil  carried  to  the  trans- 
mitting offioa,  where,  in  the  presence  of  the  measenger,  they  are  run  through  tbe 
machine,  automatloally  coiled  np  as  before,  and  handed  linok.  Not  a  word  of  the 
message  oan  be  read. 

At  tbe  receiving  station  the  tapes  are  ttlso  antomatlOBlly  coiled  as  they  come  from 
the  maohine.  VTnen  a  message  of  this  secret  churacter  is  received,  tbe  tapemnstbe 
sent  to  tbe  address  without  uncoiling.  Any  person  can  aoou  lesm  to  translate  the 
Morse  characters  on  tbe  tape. 

Now,  in  regard  to  the  policy  to  be  porened  by  the  Government  in  seouring  a  postal 
telegraph,  it  seems  tome,  in  the  light  of  facte  herein  presented,  ttiat  the  purchase  of 
the  properties  or  securities  of  tbe  existing  telegraph  ocirporations  would  be  highly 
inexpedient.  If  the  entire  plant  of  the  Western  Union  Company  could  be  repro- 
duced for  $25,000,0(K),  or  leas,  as  is  conildently  declared  by  persons  who  know  about 
such  things,  tbe  people  of  tbe  country  sboulu  not  be  called  upon  to  pay  a  hundred 
millions  for  it  merely  to  protect  iuvestmente.  It  is  easy  to  predict  ruin  to  the  busi- 
ness of  that  great  monopoly  when  confronted  with  a  competitor  too  strong  to  be 
bought  np.  And  if  the  purpose  of  eoch  competition  should  be  the  ruin  of  the  exist- 
ing companies,  it  could  succeed  in  its  aim.  But  industrial  disturbances  and  revolu- 
tions, predicted  by  entbnsiastic  advocates  of  new  systems,  seldom  bring  sudden 
disaster  to  establiabed  business.  Usually  there  is  time  for  a  natural  reajjustment 
to  meet  tbe  changed  conditions.  The  canal  boat  still  competes  with  railway  traffic. 
Doubtless  tbe  present  telegraph  companies  will  continue  in  fairly  profitable  busi- 
ness, parallel  with  tbe  Delany  system,  altbongh  to  do  so  they  must  adopt  a  more 
liberal  and  enlightened  policy  than  in  tbe  past.    They  will  lose  all  the  general  tele- 

Kaph  businees,  but  this,  which  should  have  been  their  main  source  of  revenue,  they 
rVo  made  no  effort  to  develop.  Indeed,  they  have  systematically  restricted  it  to 
the  public  necessities  by  excessive  charges.  They  will  also  Iohu  tliu  press  Imsinees. 
Bnt  there  is  enough  of  other  bnsinesa  remaining  which  would  seem  to  be  undesirable 
for  the  Government  to  undertake. 

Doubtless  the  simplest  course  for  the  Qovemment  to  pursue  in  tbe  tntroduction 
of  this  system  would  be  to  enter  into  au  agreement  with  the  owners  whereby  the 
latter  shall  constmot  the  first  line — between  Waehington  and  New  York,  for  exam- 
ple— with  complete  equipment,  and  operate  it  for  6  months  or  a  year,  for  their  own 
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pToBt,  at  10  and  16  cent  rates  for  50  anil  100  vrord  niesBases.  If,  at  the  end  of  th« 
time,  it  ban  been  abown  that  the  working  is  satiBfacUirf ,  on  provided  in  tlio  npeoifioa- 
tiona,  the  Ooveroiueut  ii  then  obligated  to  take  over  the  line,  paying  an  advance  of 
10  per  cent  on  tlie  cniiBtr action  cost.  It  would  be  well  to  have  a  Qovemment  ou^- 
iieer  In  eome  way  aasoeiated  with  the  oonitraction. 

It  may  be  asked,  What  evidence  oan  be  add  need  that  theDelony  ayalem  can  prao- 
tically  acoompliah  the  reanltfl  claimed  for  itf  If  the  evidence  were  not  bejoud 
question  there  wonld  be  a  weak  point  in  m;  whole  argument.  But  there  in  no  such 
weakness.  Nothing  has  been  asserted  that  does  not  rest  apon  indisputable  facta  of 
experience,  which  are  capable  of  demonstration  at  on;  moment.  A.t  a  meeting  of 
the  franklin  Institnte,  at  PhUadelphia,  November  20,  1S95,  the  Delany  ayatem  in 
its  first  practicable  form  won  shown  and  later  received  the  Elliott  Cresson  medal. 
The  ibilo  wing  quotation  is  from  the  journal  of  that  date:  ''At  this  point  Mr.  Delany 
made  several  experimental  transmisaions  throoah  an  artificial  line.  ■  •  •  Per- 
fectly legible  reoorda  were  obtained  at  a  speed  of  1,200,  1,800,  and  finally  to  2,400 
words  per  minnbo,  ostimedbyMr.  Thomas  Shaw,  M.E.,  and  others. — The  Seoretarv." 

The  apparatus  has  been  operated  at  n  speed  of  8,0IX)  words  per  minote,  but  thia 
has  no  conuneroiol  aignificoncc. 

Finally,  gentlemen,  if  there  ie  any  solid  baais  for  indnstrial  innovationa,  if  there 
is  any  soond,  safe,  and  sure  foundation  upon  which  we  can  lely  in  tbeae  days,  eitber 
for  the  encouragement  of  an  indnstrial  enterprise  or  the  investmeut  of  our  preoioDs 
money  In  it,  that  must  be  in  the  profound  and  accurate  knowledge  of  men  thor- 
oughly grounded  in  the  knowledge  and  methods  of  physical  acience. 

n  is  npon  such  high  authority  that  I  have  ventured  to  thus  boldly  and  cooHdently 
advocate  the  Delany  system  before  yon,  and  I  think  the  Oovemment  of  this  pro- 
'   e  people  should  be  quick  to  recognize  its  merits  and  utilize  them  for  the  pnb- 


HoMYN  Hitchcock. 
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INTRODUCTION. 


For  the  pnrpooe  of  this  report  special  charters,  granted  by  every  State  and  Ter- 
ritory in  tne  United  States,  were  examined.  The  session  laws  of  the  varlons  leg- 
ielattirea,  as  pablished,  contain  the  chart«rB  granted  by  them;  and  while  not  all 
the  charters  that  have  been  panted  were  examined,  the  nnmber  which  was  exam- 
ined is  so  large  that  generalizationa  may  safely  be  based  npon  them.  As  a  mle, 
the  charters  granted  daring  the  first  10  years  or  so  in  anv  one  State  were  com-  ' 
pared  with  one  another.  The  charters  granted  during  tne  later  decades  were 
likewifle  examined,  with  a  view  of  noticing  in  what  ways,  if  any,  these  differed 
from  the  earlier  ones.  Parallel  withthese.  an  analyaia  of  general  laws  was  onder- 
taken,  including  only  the  earlier  enactments  on  the  subject  of  railways.  The  dia- 
cnssiun  of  contemporary  railway  legislation  was  based  upon  the  latest  edition  of 
the  revised  statutes  of  the  different  States,  aupplemented  by  the  general  laws  of 
the  States  which  had  been  enacted  since  the  publication  of  the  statutes.  In  this 
manner,  it  is  believed,  no  essential  provision  of  the  railway  laws  of  any  State, 
whether  included  in  the  revised  stotntes  or  not,  have  been  overlooked.  The 
material  npon  which  the  treatment  of  constitutional  provisions  is  based  is  found 
in  the  appendix  to  this  report.  The  treatment  of  foreign  railway  charters 
and  legislation  rests  almost  exclusively  upon  material  submitted  bv  the  various 
departments  of  public  works  in  the  different  foreign  countries.  'Hie  respective 
officers  were  requested  to  submit  typical  charters  and  important  generu  laws; 
and  there  is  every  reason  to  believe  that  the  material  thus  submitted  is  thoronghly 
representative  of  the  railway  legislation  of  the  countries  concerned. 

Without  attempting  to  fonnnlats  definite  conclusions  or  to  express  whatever 
opinions  may  be  justified  on  the  basis  of  the  facts  presented  in  this  report,  a  num- 
ber of  the  leading  characteristics  brought  out  may  be  enumerated  here.  In  the 
first  place,  the  essential  similarity  of  charters  the  world  over  has  been  confirmed. 
The  lineal  descent  of  present  railway  charters  from  the  earlier  canal  and  turnpike 
acts  in  England  can  hkewise  not  be  questioned.  WhUe  in  different  countries  cer- 
tain forms  of  expression  found  their  way  into  the  charter ,  in  many  respects  more 
than  similarity  can  be  discovered.  Identity  of  contents,  even,  can  in  many 
instances  be  established.  A  characteristic  of  raDway  legislation  in  the  United 
States  is  the  great  extent  to  which  special  legislation  was  persisted  in  after  gen- 
eral laws  had  been  enacted  by  the  respective  State  legislatures.  In  all  sections  of 
the  country  the  statute  books  afford  numerous  instances  of  thegranting  of  special 
railway  charters,  completely  ignoring  the  existence  of  general  laws  for  the  incor- 
poration of  railway  companies.  In  addition,  illustrations  can  be  found  of  the 
organization  of  railway  companies  on  the  basia  of  special  charters  granted  many 
years  before,  when  at  the  time  of  such  or^nization  general  laws  and  constitu- 
tional provisions  prohibiting  special  franchises  were  found  npon  the  statntebooks. 
As  a  wnole,  the  railway  legislation  of  the  Onited  States  is  incomplete,  especially 
with  respect  to  such  subjecte  as  the.isanance  of  stock,  making  joint  arrangements, 
providing  for  emergencies,  and  similar  topics.  A  tabular  anaiysisof  railway  laws 
shows  at  a  glance  the  absence  of  eHeentiol  provisions  in  the  laws  of  many  States. 
Together  with  this  incompleteness  there  goes  a  certain  lack  of  uniformity,  which 
must  be  extremely  exasperating  te  railway  companies  that  attempt  to  act  iu 
obedience  to  the  law.  Our  great  railway  systems  he  in  teiritery  under  the  jaris- 
diction  of  a  number  of  different  States,  and  when  two  or  more  of  these  States 
legislate  in  diverse  ways  on  the  same  snbject,  it  is  difficnlt  to  see  how  a  railway 
manager  can  act  in  accordance  with  the  laws  of  all  the  States  to  which  his  road 
is  subject,  and  at  the  same  time  adhere  te  that  unity  in  management  which  good 
business  principles  demand.  The  railways  are  essentially  alike  all  over  the 
United  States,  and  no  good  reasons  can  be  advanced  for  the  extraordinary  diflfer- 
ences  whichexist  amon^  the  laws  of  some  of  the  States. 

The  lack  of  elasticity  in  railway  legislation  ia  beat  illustrated  by  the  many  con- 
Btitntional  provisions  which  have  been  incorporated  by  varions  States.  It  is  a 
well-known  fact  that  amendmente  can  not  be  readily  secured ,  and,  that  legislation 
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which  is  rigidlT  limited  in  its  scope  by  constitutioiial  amendments  can  not  embody 
.  that  freedom  of  action  which  the  nature  of  the  railway  bturiness  demands.  Onr 
railways  are  an  important  part  of  our  indnstrial  mechanism,  and,  in  common  with 
all  other  domains  of  eoded  and  economic  life,  tbey  nnder^  changes  and  adjnst 
themeelres  to  modificati<mB  and  variafions  in  uiis  social  and  economic  life. 
Rigidity  In  railway  legislation  prevents  that  prompt  readjnstmeDt  which  progress 
demands.  The  tendency,  noticeable  in  the  laws  and  constitntional  proTisions  of 
aanmberof  States,  to  permitsn^ensionof  the  longand  short  haul  provisions,  for 
example,  is  an  excellent  illnstration  of  a  most  commendable  tendency  in  oar  rail- 
way legislation,  because  it  gives  to  administrative  aathorities  aiscretionary 
powers,  which  will  enable  them  better  to  adJTtst  the  milway  service  to  concrete 
conditions  as  the  same  may  arise. 

In  general,  it  is  tme  that  onr  laws  do  not  recognize  differences  in  the  d^^ees 
of  importance  represented  by  different  railways.  A  snbordinate  branch  of  a 
small  independent  road  in  a  remote  section  of  the  undeveloped  part  of  a  State  is 
snbject  to  the  same  laws  that  govern  the  most  important  n'stems.  except,  perhaps, 
in  regard  to  taxation ,  for  which  pnrpose  variona  scnemes  of  classification  have  been 
adopted.    Again,  it  maybe  said  that  our  lawB  do  not  provide  for  adeqnat«  admin- 


istrative machinery,  and  that  many  of  them  appear  to  have  been  enacted  on  the 
asanmption  that  statutes  execute  themselves.  An  examination  of  the  commission 
laws  shows  clearly  the  great  lack  of  nniformity  in  the  qnalifications  of  oommia- 


_.  _..  i.  their  terms  of  ofBce.  and  in  the  powers  exercised  by  them.  The  qaeetion 
natnrally  arises  whether  any  system  of  adnunistrative  control  conld  not  be 
greatly  strengthened  by  legal  provisions,  outlining  certain  qnalifications  for 
every  agent  who  may  be  a  part  of  the  administrative  machine.  At  present  there 
is  nothing  in  our  State  laws  to  prevent  persons  tot^y  nnfamiliar  with  railways 
from  occnpying  positions  which  call  for  nigh  abilitjr  and  thorough  knowledge  of 
raUway  affairB.  Furthermore,  there  is  very  little  m  our  laws  wnich  enables  the 
commissions  or  other  officers  to  compel  prompt  compliance  with  the  laws  on  part 
of  individual  railways  which  do  not  see  fit  to  obey  them.  A  single  obstinate 
manager  may  prevent  other  managers  from  volnntarily  doing  what  jostioe  to 
shippers  and  railways  alike  demands,  and  what  every  citizen  should  have  a  right 
to  demand;  and.  in  case  the  demand  goes  unheeded,  to  have  the  same  enforced 
through  an  efficient  and  prompt  administrative  a^nt.  A  study  of  the  laws  of 
Prussia.  Switzerland,  and  Japan  impresses  one  wiUi  the  lack  of  representation  of 
social  and  economic  interests  in  the  management  of  onr  railways.  The  full 
significance  of  this  becomes  apparent  when  the  composition  of  advisory  bodies 
in  these  and  other  conntries  is  taken  into  view,  and  the  wholesomenesa  of  the 
influence  and  power  which  they  exercise  over  the  railway  systems  of  their 
respective  counmee  is  realized.  They  are.in  a  sense,  clearing  houses  of  informa- 
tion through  which  the  railways  and  tbe  people  learn  to  know  each  other. 
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ft  legislative  bodv  aatborizing  a  person  or  pereons  duly  organiz^  to  construct 
and  operate  a  railway  or  railways  in  a  certain  territory  under  certain  conditions. 
Snch  a  legislative  act  is  a  private  law.  With  the  eareeption  of  a  few  of  the 
Western  States — Arizona  (Territory) ,  California,  Colorado,  Idaho,  and  Montana — 
which  began  with  general  laws,  special  charters  have  been  granted  by  every 
State  and  Territory  m  the  United  States.  The  charters  have  nnmerons  resem- 
blances and  differences  which  will  be  noted  more  in  detail  later  on,  but  at  the 
outset  it  is  well  to  noticecertainfeatnreswhich  charters  in  all  partsof  the  United 
States  have  in  common.  In  spite  of  numerous  striMog  differences  which  exist, 
we  may  speah  of  a  typical  railway  charter. 

The  leaiding  features  which  are  common  to  railway  charters  of  the  different 
States  may  be  associated  with  the  following  points,  every  charter  having  one  or 
more  provisions  relating  to  some  or  all  of  these  points;  Name  of  comjiany;  num- 
ber o(  commiflaionerH;  number  of  board  of  directors;  the  amount  of  capital  stock; 
size  and  number  of  shares;  the  amount  of  the  payment  per  share  at  the  time  of 
subscription,  and  the  maximnm  assessment  per  share,  together  with  the  number 
of  days  notice  required;  systems  of  voting;  the  time  limit  as  to  beginning  and 
completing  constmction;  junctions,  branches,  and  extensions;  route;  expropria- 
tion and  methods  of  valuation,  together  with  the  manner  in  which  disputes  are 
settled;  the  amount  of  land  which  may  be  held;  the  number  of  miles  to  be  con- 
structed before  traffic  may  be  opened;  the  power  to  borrow  money  and  the  rate 
of  interest;  the  distribution  of  dividends,  liaDihty  of  stochholders.  annual  reports, 
passenger  and  freight  rates.  In  every  State  charters  may  be  found  which  contain 
provisions  on  only  afew  of  these pointe,  while  in  most  States  charters  were  granted 
containing  provisions  on  all  of  tnem,  and  perhaps  others  not  here  indicated. 

Following  an  old  English  custom,  a  few  charters  in  a  number  of  States  contain 
a  preamble.  Where  a  preamble  is  found,  it  usually  sets  forth  the  reasons  why 
the  proxKwed  railway  should  be  constructed,  the  public  service  which  it  can  t« 
made  to  perform,  and  the  manner  in  which  the  project  is  to  be  carried  ont.  Pre- 
ambles of  this  kind  can  be  found  in  charters  of  States  so  far  apart  as  Wisconsin, 
Pennsylvania,  and  Georgia.  SimUarly,  charters  in  some  North  Atlantic  States 
declare  the  pnbUc  use  of  the  projected  railways.  Both  the  preamble  and  the  dec- 
laration of  public  utility  serve  the  same  pnn>ose,  namely,  to  bring  before  the 
legislative  body  before  the  franchise  is  granted  the  social  and  economic  conditions 
which  make  the  project  desirable,  if  not  necessary. 

While  there  is  no  general  order  in  which  the  different  provisions  of  a  typical  rail- 
way charter  areincoraorated, in  the  individual  chartersof  thedifEerentStates.it  is 
very  common  for  a  charter  to  enumerate  first  of  all  a  number  of  persons,  desig- 
nated commissioners,  under  whose  direction  the  proposed  railway  la  to  be  organ- 
ized. These  commissioners  are  authorized  to  open  subscription  books  in  specified 
localities  on  a  certain  date,  and  to  continue  to  receive  subscriptions  during  a  cer- 
tain period  of  time.  The  charter  further  specifies  that  after  a  certain  minimum 
snm  nasbeen  subscribed,  and  a  certain  payment  on  each  subscription,  varying 
greatly  in  its  amount,  has  been  m^de,  the  snbscribers  shall  hold  a  meeting  and 
elect  a  board  of  directors.  The  size  of  the  board  to  be  elected,  like  the  number  of 
commissioners,  varies  very  greatly  in  the  different  charters,  although  fl  and  18  are 
perhaps  the  moat  common  numbers.  In  a  few  States,  like  Connecticut,  Maryland, 
and  Kentucky,  charters  were  sTanted  making  it  obligatory  on  the  part  of  the 
elective  officers  to  bind  themselves  to  the  performance  of  their  reepective  duties 
by  an  oath. 

The  board  of  directors  having  been  elected,  the  com^ny  has  obtained  legal 
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The  powers  granted  to  theoomptuiy, acting  tbroagb  the  board  of  directora.  inclnde 
powers  common  to  corporate  bomes,  Bucn  ae  porchaainK,  holding,  selling,  and 
leasing  uropertj;  tii  have  perpetna)  succeBsion;  to  sne  ana  be  sued;  to  nee  a  com- 
mon Beai,  and  in  gr-neral  to  exercise  those  powers,  rights,  and  privileges  which 
other  corporate  bodies  eiercise,  in  order  to  carry  out  the  provirions  of  the  charter. 

One  power  which  is  invariably  given  to  the  hoard  or  directors,  with  or  withont 
reetrictions,  relates  to  rates;  and,  considering  the  great  importance  which  has 
always  been  attached  to  the  question  of  rates,  it  may  be  well  to  brin^  together 
typical  features  of  charters  of  different  States  on  this  important  question. 

Charter  proviaions  as  to  ratea.^A  charter  granted  oy  Connecticut  in  1833 
provides  that  the  company  may  charge  "  such  rates  per  mile  as  may  be  agreed 
npon  and  established  from  time  to  time  by  the  directors  of  said  corporation." 
This,  in  substance,  is  the  provision  on  rates  which  Is  more  freqnently  foond  in 
railway  charters  in  the  United  States  than  any  other.  The  Coimecticut  charter 
jnst  referred  to  names  3  "  commissioners,"  who  shall  be  sworn  to  a  faithful  dis- 
charge of  the  trust  imposed  npon  them  by  virtue  of  the  act,  and  who  shall  not  be 
interested  in  any  way  whatsoever  in  the  company. 

A  Colorado  charter  of  18C5  provides  as  follows:  "  They  (the  board  of  directors) 
shall  have  power  to  establish  such  rates  for  the  transportation  of  persons  and 
property  in  all  matters  and  things  respecting  the  use  of  said  road  and  the  trans- 
portation of  property  as  may  be  necessary;  Provided,  That  the  legislative  asaem- 
bly  of  thisTerritory,  or  any  legislative  body,  having  legislative  anOiority  over  the 
county  in  which  said  road  is  located,  may,  after  the  expiration  of  20  years  from 
the  passage  of  this  act.  and  at  the  expiration  of  each  penod  of  20  years  thereafter, 
prescribe  rates  to  be  charged  and  collected  by  said  corporation  for  transporting 
passengers  and  freight  over  said  road  and  the  branches  thereof." 

One  of  the  earliest  Florida  charters  grants  the  company  "  the  right  to  demand 
and  receive  such  prices  and  sums  for  transportation  as  may  be  from  time  to  lime 
authorized  and  fixed  by  the  bv-laws  of  said  company  or  companies:  I^-ovided, 
That  such  prices  and  auma  shall  not  be  increased  without  at  least  60  days'previons 
notice  thereof  being  given."  This  charter  farther  provided  that  the"toUB'' 
shonld  not  yie  Id  more  to  the  company  than  20  per  cent  per  annnm  on  its  Btoc!c, 
and  any  excess  o  ver20  per  cent  should  be  paid  into  the  in  t^nal  improvement  fand. 

Maximum  rates  are  prescribed  in  a  chaiier  granted  by  Gtoorgia  in  1837,  as  fol- 
lows:  "Provided,  That  the  charge  of  transportation  or  conveyance  shall  not 
exceed  25  cents  per  100  pounds  on  heavy  articles,  and  10  cents  per  cubic  foot  on 
articles  of  measurement  for  every  hundred  miles,  and  S  cents  a  mile  for  every 
"    SimUar  provisions  were  incorporated  in  Oeorgiaohartera  during  onc- 


An  Eidiana  charter  of  188S  empowers  the  company  to  "change,  lower,  or  raise 
rates  at  pleasure:  Provided,  That  the  rates  established  from  time  to  time  shall  be 
posted  in  some  conspicuous  place  or  places." 

A  provision  similar  to  that  found  in  the  Florida  charter  above  quoted  is  found 


quoted  is  f  i 
(board  of  d 


in  a  Connecticut  charter  of  1820,  "It  shall  be  lawful  for  them  (board  of  direc- 
tors) to  charge  for  every  hundred  pounds  transported  60  miles  or  upwards,  H 
mills  per  hundred  ponnds  weight  for  each  mile;  for  ever  hundred  pounds  weight 
transporied  over  30  miles  and  under  60  miles,  3  mills  for  each  mile;  for  every  hun- 
dred pounds  below  ^  miles,  3^  mills  per  mile."  Passengers  were  to  pay  4  cents 
per  mile. 

A  charter  granted  by  Maryland  in  1837  prescribed  different  rates  for  different 
directions.  From  north  to  south  the  freight  charges  were  not  to  exceed  1  cent 
per  ton-mile  for  toll  and  3  cents  per  ton-mile  foT  transportioo;  south  to  north  the 
charges  were  not  to  exceed  3  cents  per  ton-mile  for  tolls  and  8  cents  per  ton-mile 
tor  transportation.  The  maximum  rate  for  the  transportation  of  passengers  was 
fixed  at  8  cents  per  mile.  The  same  State  granted  a  charter  in  1^1  which  fixed 
the  maximum  rate  for  freight  at  8  cents  per  ton-mile  for  bath  toll  and  transpor- 
tation, and  for  passengers  not  exceeding  3  cents  per  mile,  provided  the  passenger 
does  not  carry  haggage  exceeding  50  pounds  in  weight  and  occupying  space  not 
exceeding  2  cubic  feet. 

The  early  Maasachusettfl  charters,  like  the  charters  of  other  New  England 
States,  are  the  most  complete  of  any  that  can  be  found  in  the  legislation  of  other 
States.  Ono  of  the  earliest  charters,  granted  in  1829,  refers  to  a  general  law 
enacted  by  Massachusetts  in  1808,  thus  subjecting  the  corporation  created  by  the 
charter  to  the  provisions  of  a  general  law.  That  is  perhaps  the  earliest  instance 
of  its  kind.  While  this  charter  fixes  a  maiimam  freight  rate  it  does  not  mention 
passenger  rates  at  all;  but  another  charter  granted  by  the  same  State  daring  the 
same  year  provides  that  the  company  may  impose  charges  "not  exceeding  Scents, 
and  for  every  passenger  passing  and  repassing  not  exceeding  S  cents  per  mile. 
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vbicb  shall  be  conveyed  upon  said  nulroad,  exclusive  of  the  expense  of  transpor- 
tation, payable  at  each  time  and  in  snch  manner  as  may  be  described  in  the 
by-lawB."  It  will  be  noticed  that  this  charter,  like  the  Maryland  charter  already 
referred  to,  makes  at  least  a  theoretical  division  of  the  ai^gregate  charge  into 
"tolI"and  " tranaportation." 

The  early  charters  granted  by  Michigan  are  essentially  like  those  granted  by 
Ohio,  Illinois,  and  Wisconsin.  Many  of  tbem  are  qnite  complete  and  contt^ 
leading  featores  of  tjrpical  charters.  Those  which  are  more  carefully  drawn  con- 
tain provisiona  relating  to  maximum  rates  for  both  freight  and  pasaengers.  The 
amonnt  which  the  company  may  charge  varies,  however,  very  materially,  not 
only  in  charters  granted  dnring  sacceeding  years,  but  also  in  those  enacted  dar- 
ing the  same  year.  For  all  of  the  Western  States  the  statement  holds  tme  that 
among  earlier  charters  we  find  more  nnmerons  examples  of  maximum  rates,  even 
thongn  the  same  charters  give  the  board  of  directors  wide  discretionaTy  powers 
over  rates.  Following  the  period  dnring  which  charters  of  this  kind  were 
granted,  it  was  more  common  to  omit  the  maximnm-rato  feature  and  to  incorpo- 
rate the  power  over  rates  in  the  board  of  directors,  giviiuf  this  body  the  right  to 
charge  such  rates  sa  it  may  from  time  to  time  think  expedient.  It  may  be  noticed 
that  an  early  Ohio  charter  (18S8)  makes  a  distinctioD  in  charges  upon  ordinary 
and  "pleasure  carriages." 

There  is  no  essentia  difference  among  the  early  charteri;  of  Pennsylvania  and 
Maryland,  except  perhaps  that  in  Pennsylvania  a  distinction  was  sometimes  made 
between  "through  "ana  "way"  passengers.  Nor  is  the  difference  between  the 
charters  in  these  States  and  those  granted  by  North  and  Sonth  Carolina  a  sbiking 
one,  except  that  the  systema  of  voting  rather  common  in  the  Carolinaa  do  not 
appear  in  the  Atlantic  States  farther  north.  In  1837  North  Carolina  granted  a 
charter  which  provided  for  marinmm  rates  sa  follows:  "  On  persons,  not  exceed- 
ing 6  cents  per  mile  for  each,  unless  the  distances  to  which  anv  person  be  trans- 
ported be  less  than  10  miles,  in  ^vhich  case  the  president  and  board  of  directors 
may  be  entiljed  to  make  an  extra  charge  of  60  cents  for  taking  up  and  putting 
down  each  person  so  transported;  for  tranaportation  of  goods,  •  •  •  not 
exceeding  an  average  of  10  cents  per  ton  mile;  and  forthe  transportation  of  mails, 
such  sums  as  they  mav  agree  upon."  In  a  similar  manner  later  charters  in  both 
North  and  Sonth  Carolimi  prescribe  maximum  rates.  These  rates  frequently  bear 
a  direct  relation  to  distance  and  space  occupied. 

These  quotations  suffice  to  indicate  the  manner  in  which  early  charters  in  dif- 
ferent parts  of  the  United  States  attempted  to  control  rates.  The  variety  existing 
among  proviaious  of  this  kind  is  no  greater  than  among  provisions  on  other  sub- 
jects, and  in  nearly  all  instances  the  maximum  rates  prescribed  appear  to  have 
been  much  above  what  railway  companies  would  in  ordinary  circumstances  be 
inclined  to  charge. 

As  a  matter  of  interest,  rather  than  of  importance,  it  may  be  noted  that  in  a 
few  States  several  charters  prescribe  rates  by  reference  to  another  charter  previ- 
ously granted  by  the  same  legislature.  Thus  a  Michigan  charter  of  1848  refers  to 
rates  charged  by  the  Michigan  Central  Railway;  a  Qeor^a  charter  of  1838  sueci- 
fies  that  the  company  may  charge  as  much  as  the  Georgia  Railroad  and  Banking 
Company;  in  18^1  Mississippi  adopted  a  charter  granted  by  Louisiana;  and  a 
Tennessee  charter  of  1851  grants  the  same  provisions  which  have  previouriy  been 
granted  to  the  Nashville  and  Chattanooga  road. 

Publicity  of  rates. — Publicity  of  rat^  is  not  generally  provided  for,  although 
provisions  on  this  subject  are  found  in  some  of  the  charters  granted  by  Indiana, 
Louisiana,  Maine,  New  Hampshire,  Vermont,  New  Jeraey,  South  Carolina, 
Qeorgia,  Missouri,  and  in  occasional  charters  granted  in  the  Northwestern  States, 
all  of  which  are  fairly  well  illustrated  by  the  cJauae  of  an  Indiana  charter  quoted 
above.  A  Louisiana  charter  of  1881,  after  providing  that  such  rates  may  be 
charged  aa  ahall  have  been  previously  fixed  by  the  resolution  of  the  board  of  direct- 
ors, iftipulatee  that  "ratM  shall  be  publiahed  in  some  newspaper,  •  •  •  and  it 
shall  be  unlawful  to  Increase  such  rates,  after  the  same  shall  have  been  established, 
during  the  period  for  which  they  have  been  established.'"  The  same  charter  fur- 
ther provides  that  every  new  board  of  directors  shall  publish  a  schedule  of  rates 
within  10  days  after  its  election.  Another  charter  granted  2  years  later  speci- 
fies the  number  of  newspapera  in  which  the  schedule  of  rates  shall  be  published, 
and  that  ancb  rates"8hall  not  be  changed  during  the  year  in  which  they  ore 
eetabliabed."  Publicity  of  a  different  kind,  and  quite  unique  in  railway  legisla- 
tion, is  provided  for  by  joint  reaolntion  of  the  South  Carolina  legislature  of  1886: 
"That  no  charter  for  the  incorporation  of  railroad  companies,  or  in  extension 
thereof,  shall  be  granted  by  the  legislature  unless  3  niontns'  public  notice  of  the 
application  few  same  be  previously  given  by  advertising  in  one  of  the  papers  of 
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fhe  city  of  Cbarlegton,  and  also  in  the  paper  of  one  of  the  conntiee  in  which  said 
road  may  be  situated,  or,  if  there  be  no  newspaper  in  sach  oonntf,  then  by  pub- 
lication of  sach  notice  &'  the  conrt-hoaBe  or  some  conspicnons  place  m  the 
connty."  The  South  Carolina  resolution  evidently  aimed  to  accompluh  the  same 
thing  as  the  declaration  of  utility  in  some  of  the  other  State§,  namely,  to  give 
interested  parties  an  opportunity  to  be  heard  and  to  demonstrate  to  tne  pablic 
the  neceaaiU'  of  incorporating  the  projected  company. 

Another,  ont  a  mnch  more  restricted,  kind  of  publicity  is  that  provided  for  in 
BOme  charters  granted  in  all  parts  of  the  country,  bygiving  Btockholders  the  ri^ht 
to  inspect  the  booka  of  the  company  at  any  time.  TMb,  however,  ia  not  publicity 
OS  we  now  underetand  it,  for  it  simply  givee  the  persons  directly  interested  in  the 
financial  succeee  of  the  enterprise  access  to  the  books,  while  the  real  and  essential 
publicity  snggested  to-day  is  of  a  very  different  kind.  It  is  therefore  more  a 
matter  of  cariosity  than  of  vital  importance  that  notice  ia  taken  of  a  New  Hamp- 
shire charter  of  iSSS,  which  provides  that  the  books  of  the  company  sfaall  be  open 
for  inspection  bv  a  committee  of  the  l^slature.  Analogous  provisions  are  occa- 
sionally met  witn  in  charters  of  Rhode  iBlandand  the  Northwestern  Stetes,but  to 
what  extent  legislative  committees  ever  exercised  this  privilege  does  not  appear. 

SlBoilinlnatlanB. — Relatively  few  early  chart«rs  contain  any  reference  to  the 
matter  of  discrimination,  which  figures  so  largely  in  later  railway  I^islation. 
Among  the  States  which  granted  charters  containing  clauses  on  discrimination 
are  North  Carolina,  Rhode  Island,  Vermont,  and  Wisconsiu.  A  North  Carolina 
charter  of  1887  says;  "They  shall  give  no  undue  preference  to  the  property  of  one 
person  over  that  of  another,  but  as  far  as  practicable  shall  carry  each  in  the  order 
of  time  in  which  it  shall  be  deUvered  or  offered  for  transportetion  with  the  tolls 
paid  or  tendered."  An  early  Wisconsiu  charter  contains  ft  much  more  elaborate 
provision  on  discriminations. 

Administrative  agenta.— So  far  as  internal  evidence  is  concenied,  early  cfaartors 
were  granted  upon  the  assumption  that  the  companies  organized  under  them 
would  voluntarily  fulfill  the  obligations  impend  by  the  franchise.  The  asBuinp- 
tion  which  underlies  early  as  well  as  later  railway  charters  is  that  they  execute 
tbemselves.  It  is  consequently  doubly  interesting  to  observe  that  the  small  State 
of  Rhode  Island  apparently  took  the  initiative  in  establishing  commissions,  for  in 
1836  the  legislature  of  that  State  passed  "An  act  to  establish  railroad  commission- 
ers." After  providing;  for  the  appointment  of  three  commissioners  by  the  general 
aasembly,  the  act  specifies  that  "  it  shall  be  the  duty  of  said  board  of  conomission- 
ers,  upon  complaint  or  otherwise,  whenever  a  majority  of  them  shall  deem  it 
expedient,  personally  to  examine  into  any  or  all  of  the  transactions  or  proceed- 
ings of  anyrailroad  corporation  that  now  is,  or  hereafter  may  be,  authorized  and 
established  in  this  State,  in  order  to  secure  to  all  the  citizens  and  inhabitante  of 
the  eame  the  full  and  equal  privileges  of  the  transportation  of  paasengersaad 
property  at  all  times  that  may  be  granted,  either  du'ectly  or  indirectiv,  by  any 
such  corporation  to  the  citizens  of  any  other  State  or  States,  and  ratably  in  pro- 
portion to  the  distance  any  such  persons  or  property  may  be  transported  on  any 
railroad  as  aforesaidi  and  to  inquire  into  any  contract,  understandmg,  or  agree- 
ment by  which  any  railroad  company  shall  attempt  to  transfer  or  give  to  any 
steamboat  company  any  favor  or  preference  over  any  other  such  company  or  boat, 
either  as  to  freight  or  passage,  contrary  to  the  true  int«nt  and  meaning  of  this 
act  uid  the  several  act«  hereafter  passed  in  relation  to  railroads." 

The  commissionerB  in  the  Connecticut  charter  quoted  before  may  here  be 
recalled,  toother  with  the  boards  of  internal  improvement  of  Tennessee  and 
Florida,  which  had  some,  although  much  more  restricled,  administrative  powers 
over  certain  railways.  Analogous  functions  were  performed  under  a  Vermont 
charterof  1848,  by  which"  the  supreme  court  at  any  stated  session  thereof,  •  •  • 
npon  application  of  ten  freeholders  in  any  town  or  towns  through  which  said 
road  may  pass,  may  alter  or  establish  the  rates  of  toll  upon  said  road  for  any 
term  not  exceeding  ten  years  at  anyone  time."  It  is  evident  that  the  Rhode 
Island  commission  is  the  only  one  of  these  bodies  that  could  exercise,  tmder  the 
law,  fairly  comprehensive  amninistrative  fnnctione.  The  Vermont  court  is  here 
alluded  to  simply  because  it  is  another  illustration  of  the  introduction  into  the 
management  of  railway  affairs  of  persons  other  than  those  directly  interested  in 
the  corporation, 

Po-wors  leaorved  to  Uie  legUlature. — Considered  numerically,  a  majority  of 
the  charters  granted  in  the  different  States  do  not  reserve  to  the  legislature  either 
specified  or  general  powers.    It  is  very  common,  however,  for  charters  to  contain 

CoTisions  reserving  to  the  legislature  the  rieht  to  r^ulate,  with  more  or  less 
titnde,  the  charges  of  transportation,    bi  the  New  England  States  this  power 
conld  generally  be  exercised  mider  charter  rights  as  long  as  the  net  income  of  the 
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ailway  in  qaestion exceeded acertain percent, usually  10.  Thus  a  HassachugettB 
barter  of  1820  reserree  to  the  legislature  the  right  to  revise  the  schedule  of  rates 
very  i  years  if  the  net  income  exceeds  10  per  cent.  A  contemporary  New 
lampshire  charter  gives  the  board  of  directore  ruU  power  over  rates,  and  permits 
he  legislatnre  to  reduce  them  after  10  per  cent  net  on  the  investment  has  beea 
ealized.  A  clanae  typical  of  provisions  of  this  kind  is  found  in  an  early  l^y- 
md  charter;  "  That  nothing  m  this  act  shall  be  constmed  so  as  tu  prevent  the 
^^slatore  of  this  State  from  legislating  npon  the  snbject  of  the  tolls  reserved  in 
his  act  at  any  time  aft«r  the  expiration  of  20  years  after  the  passage  of  the  act: 
'rovided.  That  at  no  time  shall  the  toll  be  so  regnlated  or  rednced  as  to  yield  less 
ban  6  per  cent  per  annnm.''  Other  Maryland  as  well  as  Pennsylvania  charters 
mbody  analogous  provisions.  Ten  per  cent  net  income  is  by  far  the  most  com- 
aon  limit  placed  npon  the  discretionary  powers  of  legislatures  over  railway  rates 
a  all  the  States  in  which  such  chartered  provisions  are  found.  In  a  few  instances 
he  r»t«  of  net  profits  permitted  onder  the  law  is  very  mnch  larger.  For  instance, 
a  Indiana  charters  were  granted  permitting  the  legislature  to  r^nlat«  rates 
vhenever  the  profits  exceeded  15  per  cent,  and  any  excess  above  16  per  cent  waa 
o  be  paid  into  the  common-school  fund. 

Another  right  reserved  to  the  State  in  a  consldeTable  number  of  charters  is  the 
•ower  to  purchase  the  railway  after  a  certain  number  of  years.  This  power  waa 
reqnently  reserved  in  the  charters  of  the  New  England  States,  the  significance 
if  which  was  x>erhax)s  illustrated  in  the  agitatioo  accompanyinf  the  recent  leae- 
ng  of  the  Boston  and  Albany  Railway.  Early  Uasaachosetts  ^lartera  reserved 
o  the  State  the  ppwer  to  purchase  after  a  period  of  20  years.  In  Vermont  this 
leriodof  discretionary  power  of  the  State  varied  from  30  to  SO  years.  NewBlamp- 
hire  followed  Uassachusetts,  fixing  it  at  30.  An  Illinois  charter  of  1850  gives  the 
itate  the  right  to  purchase,  after  2S  years,  by  refunding  to  the  company  the  cost 
if  the  entire  plant,  with  interest  at  the  rate  of  6  per  cent  per  annnm.  In  New 
crsey  similar  right  was  reserved  aft«r  80  years.  An  early  Michigan  chaitercon- 
ains  a  provisiot)  which  is  typical  of  isolated  charters  in.  all  of  the  Northwestern 
)tates:  "  The  Stat«  shall  have  the  right,  at  any  time  after  the  expiration  of  15 
■ears  from  the  completion  of  said  road,  to  purchase  and  hold  the  same  for  the  use 
if  the  State  at  a  price  not  exceeding  the  original  cost  of  said  road,  exclusiTe  of 
epairs  thereof,  and  14  per  cent  thereon,  of  which  cost  an  accurate  account  shsjl 
>e  kept  and  sabmittedannnally,  onthefirst  Monday  in  January,  to  the  legislatore. 
luly  atteHt«d  by  the  oath  of  the  officers  of  said  company,  and  at  such  otiaer  times 
-s  the  legislature  shall  require  the  same."  In  Hissonri  a  charter  granted  in  18ST 
eserved  to  the  general  assem^  the  right  to  purchase  the  raUway  after  4  years 
>y  giving  notice  in  writing.  This  charter  also  provided  for  the  appointment  of 
■aluers,  whose  function  it  was  to  fix  the  price  of  the  transfer. 

lalmltatlona  on  the  life  of  charters. — The  preceding  paragraph  Ulustrates  one 
lass  of  limitations  placed  upon  some  charters  in  all  parts  of  the  United  States, 
^hile  a  majority  of  the  chartersaresilent  upon  this  point,  now  and  then  chartars 
vere granted  which  were  limited  in  their  existence  to  a  certain  period  of  years,  vary- 
ng  all  the  wayfromlOand  20  to  90  or  more  years.  Oneof  the  powers  granted  in 
he  charters  which  do  not  contain  provisions  directly  limiting  their  life  was  that 
vhich  gave  to  the  board  of  directors  "  perpetual  succession,"  which  means,  of 
ourse.  a  franchise  unlimited  in  the  period  of  its  existence.  In  the  Northweatem 
itates  a  few  charters  were  granted  limiting  the  life  of  the  corporation  to  50  and  80 
'ears.  Florida  granted  a  few  which  were  to  lapse  after  a  period  of  20  years; 
jouisiana,  after  40  and  50,  and,  in  one  instance,  25.  In  one  cnarter,  a  provision 
8  fonnd  that  after  a  certain  number  of  years  the  same  shall  expire,  and  the  assets 
>f  the  corporation  shall  be  diBtribut«d  among  the  stoclcbolilers.  The  session  laws 
if  the  different  States  contain  nomerons  acts  extending  the  charter  period  in  those 
H^a  where  the  original  act  contained  time  limits;  and  it  is  obvious  that  in  aU 
huae  instances  in  which  the  charier  reserved  (o  the  legislatnre  the  right  to  pur- 
■hBse,  no  time  limit  whatever  was  necessary. 

Limitations  on  th«  power  of  taxation. — After  the  country  at  large  had  begun 
o  realize  the  necessity  and  importance  of  railway  transportation,  various  means 
vere  resorted  to  to  encourage  the  construction  of  railivays.  American  manu- 
acturere  were  unable  to  provide  the  necessary  material,  ^oiis  had  to  be  imported 
rom  abroad,  hence  it  was  but  natural  that  legislators  should  have  resorted  to  the 
expediency  of  exempting  from  import  duties  materials  to  be  used  in  theconstruc- 
ion  of  railways.  But  the  railways,  after  they  had  been  oonstmcted,  represented 
valuable  property,  and  to  that  extent  increased  the  taxable  resources  of  the  terri- 
ory  in  which  they  lay.  To  provide  against  the  imposition  of  taxes,  which  might 
Jecome  burdensome  or  even  discourage  the  construction  of  railways,  legislatures 
>f  States  in  all  parts  of  the  Union  incorporated,  in  some  charters,  a  provision 
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limiting  the  powerof  the  reepective  Statea  to  tax  railway  propertyi  and,  in  a  con- 
alderaUe  number  of  instances,  exempting  ancli  property  olto^ther  from  taxation, 
usually  for  a  limited  period  of  years.  "  That  the  capital  Brtock  of  said  corpora- 
tion Bhall  be  and  remain  free  from  taxation  until  the  profitH  collected  by  eaid 
railroad  corporation  shall  be  anfflcient  to  afford  a  dividend  of  5  per  cent  per  annnm 
on  the  capital  stock,"  This  isfroma  Connecticnt  chtBter  of  1833,  and  represents 
analogous  provisions  lound  in  New  England  charters  of  that  period.  In  Haaga- 
cimsetts  some  charters  exempted  railway  property  from  taxation  for  one  or  more 
years,  after  which  the  legislature  had  the  right  to  levy  a  tax  not  exceeding  a  cer- 
tain sum,  frequently  28  cents  per  annum,  on  each  share  of  the  stock.  In  the 
Northwestern  States  isolated  cliarters  limit  the  power  of  taxation  t«  a  certain  per 
cent  on  the  capital  stock;  others  to  a  certain  per  cant  on  the  net  income.  Then, 
again,  other  ^larters  make  railway  property  liable  to  taxation  like  all  other 
property;  and  late  laws  in  a  few  of  the  Western  States  specifically  state  that  no 
railway  property  shall  be  exempted  from  taxation. 

State  partloipatlon.— To  a  limited  extent  the  individual  States  participated  in  the 
construction  of  railways,  either  by  becoming  stockbolders  and  lending  the  credit 
of  the  State  or  by  giving  direct  financial  aid.  The  well-known  illnstrationa  of 
the  railways  owned  by  the  States  of  Georgia  and  South  Carolina  and  the  city  of 
Cincinnati,  stand  quit*  alone  in  the  contemporary  railway  history  of  the  United 
States.  The  history  of  internal  improvements  had  been  snch  as  to  discourage  the 
active  participation  of  onr  commonwealths  in  the  construction  of  railways. 
Works  of  internal  improvement,  greatly  exceeding  both  the  capacity  to  construct 
and  to  utilize  them,  had  been  projected  by  many  Staties.  The  inevitable  failure 
of  these  gigantic  projects  brought  these  States  into  disrepute  aa  active  economic 
agents;  hence  we  find  in  constitutions  and  charters  granted  after  this  period  of 
disaster  in  State  works  of  internal  improvement  direct  prohibitions  of  State  par- 
ticipation. As  a  matter  of  historical  interest,  however,  it  may  be  well  to  notice 
a  few  typical  instances  of  direct  or  indirect  participation  of  the  State  in  buUdii^ 
op  our  railway  system.  It  should  be  noted  that  the  term  "  state  "  is  here  used  in 
t£e  specific  rather  than  the  generic  sense,  for  even  after  constitutional  nrohibi- 
tions  and  statutory  restrictions  had  become  common ,  the  smaller  political  nnits^ 
connty,  town,  village, and  city — freely  participated  in  railway  enterprises.  Large 
numbers  of  illustrations  can  be  found  in  nearly  every  State,  An  act  of  the  legis- 
lature of  Maryland,  in  1827,  authorized  subscription  on  the  part  of  the  State  to 
the  stock  of  the  Baltimore  and  Ohio  Railway.  A  contemporary  Michigan  charter 
empowers  the  State  to  take  stock  in  the  company  chartered;  likewise  in  case  of 
New  Jersey;  also  in  Arkansas  and  other  States  m  the  Mississippi  Valley.  Aji 
early  Indiana  charter  limits  the  State  in  its  subscriptions  to  500  ^ares,  and  in 
Louisiana  the  governor  is  authorized  to  subscribe  a  certain  amount  in  beh^  of 
the  State  after  a  certain  number  of  shares  have  actually  been  paid  for  by  indi- 
viduals. In  turn,  the  governor  may  appoint  one  director  to  represent  the  inter- 
ests of  the  State.  It  is  important  to  notice  that  in  this  representation  of  the  State 
in  the  management  of  railways  to  protect  the  financial  interests  of  the  Common- 
wealth may  l>e  found  the  beginning  of  attempts  at  administrative  control  of  onr 
railways.  In  like  manner  the  board  of  internal  improvements,  and  later  the 
commiBsioner  of  railroads  appointed  by  the  governor,  were  intrusted  with  the 
interests  of  the  State  in  the  control  of  railways  to  which  Tennessee  had  given 
aid.  Isolated  charters  in  Wisconsin,  Michigan,  and  other  Northwestern  States, 
as  well  as  in  various  other  Stat«s,  authorized  the  company  to  borrow  money  and 
to  pledge  the  credit  of  the  State  in  ite  payment.  In  a  few  States,  like  Wisconsin 
and  Texas,  attemxtta  were  made  to  utilize  the  school  fund  in  the  construction  of 
railways,  on  the  plea  that  such  an  investment  of  these  funds  would  be  carrying 
out  the  provision  of  the  law  directing  that  school  moneys  shall  be  invested  in 
the  most  profitable  manner.  In  the  estimation  of  the  promoters  of  such  plans, 
nothing  could  be  more  profitable  than  the  railways  which  they  had  projected. 

MiBCellaneoua  provisions. — Under  this  head  mention  will  be  made  of  provisions 
found  in  isolated  charters  in  States  in  all  parts  of  the  country,  being  essentially 
alike  in  substance,  although  varying  in  the  form  of  expression  or  exact  scope  of 
their  contents.  During  the  early  part  of  the  nineteenth  century  it  was  common  to 
organize  corporations  for  a  vanety  of  purposes.  Experience  soon  demonstrated 
that  corporations  which  divided  their  interests  and  their  energy  among  two  or 
more  enterprises  became  involved  sooner  or  later  in  difficulties,  if  not  in  absolute 
failure.  As  a  result  of  this  experience  it  was  not  long  before  State  lerislatoreB 
enacted  general  laws  or  inserted  provisions  in  special  charters  to  the  ^ect  that 
corporations  shall  be  organized  only  for  one  specified  purpose.  A  few  charters, 
for  instance,  were  granted,  which  authorized  the  construction  of  a  railWHy ,  as  well 
as  participation  in  other  kinds  of  business.    An  excellent  illostratioQ  of  this  is 
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■urnd  in  the  title  of  the  Oeorgia  Railroad  and  Banking  Company,  which  has  lasted 
ito  our  own  times.  There  appears  to  have  existed  a  very  close  atHliation  between 
lilroadiDg  and  banking,  the  same  corporation  frequently  engaging  in  both  kinds 
f  business.  A  reaction  gainst  this  is  clearly  shown  in  statutes  and  charter  pro- 
isions  prohibiting  railway  companies  from  engaging  in  the  banking  business. 
uch  prohibitions  are  fonnd  in  the  charters  of  Alabama,  Illinois,  Kansas,  Michi- 
an,  Nebraska,  PesDsylTaiua,  Sonth  Carolina,  Florida,  Cleorgia,  Wisconsin,  and 
ther  States. 

The  route  of  the  railways  chartered  hy  the  various  acts  is  described  with  vary- 
ig  degrees  of  completeness  and  accoracj.  In  perhaps  the  great  majority  of 
tiarters  the  termim  and  a  few  leading  intermediate  points  are  named;  in  others, 
aly  the  termini;  and  in  still  others,  nothing  more  definite  than  the  expression 
lat  the  railway  in  question  shall  be  constructed  between  some  eligible  point  on 
certain  river  to  another  eligible  point  on  a  certain  lake  or  in  a  certain  township, 
□stances  are  recorded  in  which  projectors  solicited  aid  in  the  construction  of  a 
ulway  along  one  route  and  then  chose  jjiother,  and  repeated  their  solicitations 
>r  aid  along  the  second,  and  perhaps  secured  support  from  both. 
The  amount  of  land  which  t)'.e  railv/ay  company  might  legally  hold  was  t^uite 
enerally  restricted  to  that  which  was  necessary  for  construction  and  operation — 
strip  of  100  feet  in  '.."idth,  and,  in  addition,  wnatever  may  be  necessary  in  order 
)  secure  material  and  for  the  constmctiou  of  depots,  warehouses,  and  other 
eceasary  buildings.  In  many  of  the  States  the  right  of  way  was  donated  to  the 
impany:  and,  of  course,  in  numeronfl  instances,  State  and  Federal  grants  were 
iven  in  aid  of  railways.  But  to  provide  tor  the  purchase  of  the  necessary  land, 
liarters  usually  contfun  provisions  relating  to  eminent  domain  or  expropriation. 
lost  charters  name  some  officer  or  tribunal  before  whom  cases  relanng  to  con- 
emned  property  may  be  beard  and  the  manner  in  which  decisions  and  awards 
lay  be  made. 

The  capital  stock  of  the  company  was  usually  named  in  the  charter,  although, 
Ith  very  few  eiceptious,  the  amount  of  the  capital  stock  apparently  bears  no 
ilation  to  the  magnitude  of  the  railway  in  question.  In  only  a  few  instances 
^.K.'S  the  charter  fix  a  definite  ratio  between  the  number  of  nules  of  road  and  the 
mount  of  the  capital  stock.  While  now  and  then  a  charter  does  not  provide  for 
le  ijayment  of  anything  whatsoever  at  the  time  subscriptions  are  made,  or  calls 
>r  only  a  dollar  or  two,  in  a  large  number  of  charters  a  payment  of  $5  is  called 
ir  at  the  time  subscribers  enter  their  names  on  the  books  of  the  company. 
siiaUy  the  manner  in  which  the  balance  shall  be  paid  is  indicated,  and  the  uiuu- 
er  of  days'  notice  which  must  be  given  is  stated.  The  voting  power  of  stock- 
olders  is  quite  generaUy  limited  to  one  vote  per  share,  although  in  the  North  and 
outh  Atlantic  States  the  graded  system  of  voting,  by  which  the  number  of  votes 
f  the  individual  stockholder  decreases  as  his- holdings  increase,  is  common. 
It  is  a  familiar  fact  that  our  early  railways  were  built  for  short  distances  and 
ithout  reference  to  one  another,  and  that  onr  present  magnificent  systems  are 
ut  consolidotions  of  large  numbers  of  smaller  roads.  Wo  are  not  surprised, 
lerefore,  to  find  the  subject  of  consolidations  rarelv  touched  upon  in  early  char- 
irs.  To  be  sure  the  term  is  used;  and  now  and  tnen  a  clause,  either  directly 
iithorizing  or  prohibiting  consolidations,  was  put  into  a  charter.  The  right  to 
rows  other  railways,  as  well  as  to  form  junctions,  is  frequently  granted;  and  in 
■ality  such  aright  can  easily  be  constnied  as  the  right  to  coneoridate.  Similarly, 
le  power  to  operate  and  lease  other  railways  was  frequently  given,  although  m 
le  Southern  States  the  term  "  farming"  is  sometimes  used. 
Later  charters  quite  generally  expressly  prohibit  the  leasing  or  joint  opera- 
on  of  parallel  or  competing  lines;  and  in  numerous  early  charters  companies 
'e  protected  against  the  construction  of  parallel  lines  either  within  a  certain 
umber  of  years  or  a  cert-ain  distance  from  their  own  roads. 
A  great  majority  of  charters  provide  for  an  annual  report  in  one  form  or 
iiother.  This  report  is  most  frequently  made  by  the  board  of  directors  to  the 
XH^kholders;  in  fewer  instances  to  the  legislature;  and,  in  still  others,  to  both 
le  i<tockholders  and  the  legislature.  The  number  of  items  specified  in  this  report 
irie.s  all  the  way  from  lens  tinm  10  to  more  than  100. 

Forerunners  of  laws  relating  to  safety  appliances  and  the  protection  of  persons 
ud  property  can  also  be  deliected  in  early  charters.  Provisions  may  be  found 
minting  to  the  order  in  which  cars  shall  be  put  into  a  train,  the  manner  in  which 
ros!iings  shall  be  protected,  bells  upon  locomotives,  fences  along  tracks.  (It  is  a 
Hitter  of  curiosity  that  in  some  of  our  earliest  charters,  provision  is  made  for 
le  construction  of  gates  across  the  railway  tracks^  which  ttie  train  operators  are 
)  ojwn  and  close  whenever  they  cross  the  public  highiroys.) 
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The  truiHportation  of  troops  and  mtuiitions  of  war  is  occataoaally  provided  for; 
and  in  variona  Sontbem  States  railway  officers  are  expresslj'  exempted  from  tbe 
performance  of  military  dn^.  lu  a  few  charters  the  power  of  the  company  to 
own  slaTes  is  treated.    A  BJnktng'  fund  is  also  mentioned,  in  a  very  few  or  them. 

An  archaic  feature  of  onr  charters  is  f onnd  in  the  proTisions  relating  to  the  nae 
of  the  same  raUway  track  by  different  ship^s,  and  the  mles  governing  the  cod- 
etmction  of  roUing  stock.  For  example,  in  Massachusetts  a  coriwration  was 
anthorized  to  apeciiy  in  its  by-laws  the  form  and  conatrnctioii  of  the  wheels,  and 
the  weight  of  the  loads  which  should  pass  over  its  road.  This  clause  had  directly 
in  view  the  ase  of  vehicles  other  than  those  owned  by  the  corporation.  In 
several  charters  granted  in  the  NorlJiweetem  States  the  form  of  the  vehiclee,  as 
well  as  the  price  to  be  chai^ted  for  the  transportation  of  goods  and  owners' 
vejiioiee.  Is  specified  in  the  cLarters.  In  New  Jersey,  it  is  provided  "that no 
farmer  belonging  to  this  State  shall  be  required  to  pay  any  toll  for  the  tnins- 
portatioti  of  tne  produce  of  his  farm  to  market  over  the  said  road  or  roads,  in  bis 
own  curiage,  weighing  not  more  than  one  ton,  when  the  weight  of  such  produce 
shall  not  exceed  1,000  jwunds.  but  the  same  farmer  mav  be  charged  toll  as  for 
empty  carriage."  It  will  be  noticed  that  the  term  "toll  "is  here  used  to  derag- 
uate  remnneiation  for  the  act  of  transportation,  while  the  term  "expense," or 
"  cost  of  transportation,"  as  was  noted  in  an  earlier  paragraph,  relates  more 
t>articularly  to  remuneration  for  the  use  of  the  track  and  represents  a  conbibu- 
tion  to  the  fixed  charges  of  the  road. 
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OMneraloliaraoteriatlaa.— The  terms  "early  "and"  lat«,"aBed  with  reference 
to  railway  charters,  are  relative  in  their  siKnificance;  for  the  same  year  which  Is 
early  in  m%  history  of  one  State  may  be  late  in  that  of  another.  For  Inatance, 
charters  eranted  in  the  New  England  and  Middle  8t&t«B  between  1835  and  1S40 
may  be  chaiaot«rized  as  later,  while  those  Kranted  in  States  like  Wisconsin  and 
Mimieeota  dnring  those  years  would  decidedly  belong  to  the  earlier  charters  of 
that  section.  The  legislative  history  of  railways  in  the  varions  States  of  the 
Union  is  essentially  similiir,  and  as  we  observe  the  movements  of  this  legislation 
from  east  to  west  we  may  notdce  that  in  tnm  each  State  goes  through,  in  the 
main,  all  the  experiences  and  stages  of  advancement  of  other  States  which  pre- 
ceded it  in  railway  development.  An  examination  of  the  contents  of  these  char 
tors,  as  one  observes  their  march  westward,  clearly  indicates  the  fact  that  the 
restrictions  of  the  earlier  lypefl  granted  in  the  East  are  grultially  mode  milder,  if 

they  are  not  altc«ether  tost.    Occasionally  there  is  a  r ■ —  '-  ■^ —    -  "^ — ' — 

charter  embodying  all  the  salient  restrictions  and 


they  are  not  altogether  tost.  Occasionally  there  is  a  reversion  to  type — a  Westeni 
charter  embodying  all  the  salient  restrictions  and  regu'""-"  '""'•— ~-  "•  "■- 
severest  Eastern  charters.    The  additional  observation  o 


aversion  to  type — a  Western 
regulating  featnres  of  the 
ion  mav  be  made  that  the 


idmnm-rate  provisiotie,  which  are  rather  common  in  the  cnarters  of  the  earlier 
East  and  Middle  tVest,  are  frequently  embodied  in  later  charters.  Then,  as  time 
advances  and  the  more  modem  phases  of  railroading  make  their  appearances, 
clanses  referring  to  consolidations,  discriminations,  and  even  long  and  short  haul 
are  occasionally  inserted.  Aside  from  the  ennmeration  of  names  comprising  the 
board  of  commissioners,  which  nsoally  appears  in  the  first  or  second  section  of 
the  charter,  no  r^rnlar  order  is  maintained 

It  is  clear  that  Stetes  copied  largely  from  one  another,  and  in  the  process  of 
copying  different  charter  sections  appear  to  have  become  badly  mixed;  and  in 


gether. 

While  large  nnmbers  of  special  charters  were  granted  up  to  1870,  general  laws 
relating  to  railways  appeared  early  in  the  thirties,  and  in  a  few  isolated  cases 
even  before  that  time.  A  custom  which  aided  in  bringing  about  the  transition 
from  special  to  general  laws  was  the  abbreviation  of  railway  charters  by  refer- 
ence to  i^eviouiuv  granted  charters  in  the  same  or,  in  isolated  cases,  in  other 
States.  Under  this  custom  thecharter  only  contained  a  few  purely  individual  and 
local  specifications,  with  the  additional  blanket  provision  that  the  company 
thereby  incorporated  shall  enjoy  all  the  rights  and  privileges  previously  granted 
to  another  specified  corporation.  Thns,  in  New  York  nnmerons  charters  are 
abridged  by  reference  to  the  Attica  and  Buffalo  charter  granted  in  1S3S.  The 
same  method  was  largely  employed  in  tbe  construction  of  cnarters  in  Maine,  Vir- 
ginia, Missouri,  Indiana,  Minnesota,  Tennessee,  and  other  States.  When,  as  was 
often  the  case,  a  considerable  number  of  charters  were  abridged  in  the  same  State 

J'  reference  to  some  one  charter,  an  element  of  uniformity  was  introduced  with 
most  AS  much  efficiency  as  if  general  laws  had  been  enacted. 

One  of  the  peculiarities  of  railway  legislation  in  all  sections  of  the  country  is 
the  granting  of  special  laws  after  general  laws  had  been  enacted  in  the  respective 
States.  Indeed,  it  is  not  uncommon  to  find  npon  the  statute  books  a  comprehen- 
sive general  law  enacted  on  a  certain  day  and  perhaps  a  special  charter  granted, 
if  not  on  the  same,  then  on  immediately  succeeding  days.  Larpe  numbers  of 
special  charters  were  granted  completely  ignoring  in  their  provisions  existing 
general  laws. 

The  ITorthem  Faolflo  franchise.— A  late  illustration  of  the  organization  of  a 
railway  company  under  special  charter  is  afforded  by  the  history  of  the  Northern 
Pacific  Railroad,  the  leading  facte  of  which  are  set  forth  by  the  general  counsel 
of  that  company  in  the  preface  to  his  compilation  of  the  Northern  Pacific  charters. 
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■'  S<iou  after  the  institution  of  the  forocloHiire  proceedings  it  was  determined 
tbut  it  would  be  necessary  tfl  reorganize  the  Northern  Ptu;i£c  Railroad  Company 
tinder  a  new  charter,  to  be  obtained  either  from  Congreaaor  from  some  one  of  the 
States.  CongressionaJ  leKislatlon  was  conaideied  donbtfnl,  and  the  reorganiza- 
tion committee  early  tooK  steps  to  secnre  a  charter  for  reorganization  onder  a 
SUte  law. 

'  *  In  all  of  the  States  in  wbich  any  portion  of  the  property  is  Hitiiat«d  the  granting 
of  charters  by  special  act  is  prohibited,  and  corporate  organization  can  only  h« 
effected  nnder  general  laws.  Sach  a  conetitntional  amendment  had  been  adopted 
in  Wisconsin  in  November,  1871,  but  the  supreme  court  of  Wisconsin  had  several 
times  decided  that  the  amendment  was  prospective  in  its  operation,  and  left  the 
legislature  at  liberty  to  amend  special  charters  granted  prior  to  the  adoption  of  the 
constitutional  amendment. 

"  It  was  considered  preferable  to  secnre  a  special  charter,  which  should  be  open 
from  time  to  time  to  special  amendment,  ana  it  was  determined  that  the  charter 
of  the  Superior  and  St.  Croix  Railroad  Company  (a  Wisconsin  corporation)  wonld 
be  the  beat  adapted  for  the  purpose.  This  charter  was  acquired  oy  the  purchase 
of  all  the  stock  of  the  company  and  was  amended  by  special  act  (chapter  244, 
Laws  of  1885)  of  the  legislature  of  Wisconsin,  as  hereinafter  set  forth. 

"As  the  reorganized  company  was  to  acquire  the  vast  properties  of  the  North- 
ern Pacific  Railroad  Company  and  to  issue  thereon  a  great  amount  of  stock  and 
bonds  in  order  to  carry  out  the  plan  of  reorganization,  it  was  thought  prudent 
to  leave  unsettled  no  possible  qnestion,  however  technical,  based  npon  nonuaer  or 
upon  any  other  ground,  concerning  the  validity  cf  the  charter.  To  test  the  Ques- 
tion the  attorney-general  of  Wisconsin  applied  to  the  supreme  court  of  that  State 
for  leave  to  file  m  the  court,  according  to  the  practice  thereof,  a  bill  in  the  nature 
of  a  quo  warranto  to  forfeit  the  franchise  on  the  ground  of  nonuser.  The  case 
was  fully  arcrued,  and  on  the  19th  day  of  June,  1896,  the  supreme  court  nnaui- 
mously  decided  that  the  corporation  was  notdiseolved  by  nonuser,  and  that  if  any 
ground  for  forfeiting  the  charter  had  existed  it  was  waived  by  chapter  244  of  the 
Laws  of  189S  amending  the  charter  above  referred  to.  So  ttiat  before  the  pur- 
chaseof  the  properties  of  the  Northern  PaciGc  Railroad  Company  and  the  increase 
of  its  capital  stock  and  the  provision  for  the  issue  of  securities,  the  validity  of  the 
charter  of  the  present  Northern  Pacific  Railway  Company  fformerly  Superior 
and  St.  Croix  Railroad  Company),  by  the  unanimous  decision  of  the  highest 
court  of  the  State,  had  become  res  adjudicata." 

The  charter  of  the  Superior  and  St.  Croix  Railroad  Company,  upon  the  basis  of 
which  the  Northern  Pacific  now  does  busineBS,  was  granted  in  1870  and  provided  for 
the  construction  of  a  rather  short  and  not  very  important  railway  in  the  north- 
western part  of  the  State  of  Wisconsin.  The  road,  however,  was  not  built,  and 
the  charter  provisions  were  not  made  use  of.  A  few  unimportant  amendments 
were  adopted  in  1871,  and  in  1895  the  le^lature  of  Wisconsin  adopted  another 
and  very  comprehensive  amendment  which,  together  with  the  original  charter, 
constitutes  the  present  franchiseof  this  great  transcontinental  line.  The  amend- 
ment of  1893  describes  the  route  of  the  present  Northern  Pacific;  it  gives  the 
company  power,  among  other  things,  "  to  receive  and  store  any  property  in  any 
of  its  depots  or  other  buildings, incloding  elevators  •  •  •  ;  to  demand,  collect, 
and  receive  such  sumorsumsof  money  ror  the  transportation  of  persons  and  prop- 
erty and  for  the  storage  of  property  as  shall  be  reasonable."  The  extension  of  the 
road  and  its  connection  with  other  lines  was  not  directly  provided  for  in  the  char- 
ter itself,  but  the  general  laws  of  the  State,  as  amended  in  189T,  grant  ample  powrav 
for  this  purpose: 

"Any  railroad  corporation  organized  and  existing  under  the  laws  of  lifae  Terri- 
tory or  State  of  Wisconsin,  or  existing  by  consolidation  of  different  railway  com- 
Sinies  under  the  laws  of  the  Territory  or  State  of  Wisconsin,  and  of  any  other 
erritory  or  Territories,  State  or  States,  maj;  consolidate  its  stock,  franchises, 
and  property  with  any  other  railroad  corporation,  whether  within  or  without  the 
State,  when  their  respective  railroads  can  be  lawfully  connected  and  operated 
together,  to  constitute  one  continual  main  line,  with  or  without  branches,  upon 
such  terms  as  may  be  apeed  upon,  and  become  one  corporation  by  any  name 
selected,  which  witbin  this  State  shall  possess  all  the  powers,  franchises,  and 
immnnities.  including  the  right  of  further  consolidation  with  other  corporations 
under  this  section,  and  be  snbject  to  all  the  liabilities  and  restrictions  of  this 
chapter,  and  such  in  addition,  includiuK  land  grants  and  exemptions  of  land  from 
taxation,  as  such  corporations  peculiarly  possessed  or  were  subject  to  at  the  time 
of  consolidation  or  amalgamation  by  the  laws  th«i  in  force  applicable  to  them  or 
either  of  them." 
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to  detail  later,  prohibit  tne  coneoliaation,  lease,  pnriiliaBe,  or  control  by  one  rail- 
way corporation  of  another  parallel  or  competing  line,  to  be  determined  by  jury. 
To  complete  its  franohise  the  Northern  Pacific  Sled  thia  charter  in  all  the  other 
States  through  which  it  mns,  and  appointed  certain  persons  ae  its  legal  renreseut- 
atives  in  those  Commonwealths.  In  Idaho  a  special  promise  is  exacted  to  the 
effect  that  the  corporation  accepts  in  full  the  pTovisionsof  the  State  constitution. 
It  shonld  be  noticed  th^t  the  reorganization  oi  the  Northern  Pacific  under  a  spe- 
cial charter  took  place  at  a  time  when  every  State  throngh  whicl-  its  lines  pass 
had  on  its  statute  books  general  law?  goTeming  the  organization  of  railway 


The  physical  location  of  the  railway  is  by  no  means  an  indication  of  the  source 
of  its  legid  power,  for,  aa  in  the  case  of  the  Northern  Pacific,  a  great  system  may 
be  operated  on  the  ba^  of  a  charter  granted  to  an  insignificant  road  in  a  distant 
Stst«.  The  Southern  Pacific,  for  instance,  is  OTKanized  under  tbe  laws  of  Ken- 
tucky. What  constitntes  the  essence  of  the  leg^  DrivileRe  of  a  modem  railway 
corporation  is  an  extremely  complex  problem,  the  oifSculty  of  which  is  strongly 
impressed  npon  us  when  we  realize  that  scores,  if  not  hundreds,  of  separate  char- 
ters granted  by  different  States  are  comprised  in  the  existing  franchises  of  our 
great  companies.  The  Pennsylvania  company,  for  instance,  represents  more  than 
160  original  lines,  each  having  ite  special  charter  or  certificate  of  incorporation. 
Many  of  these  charters  represent  conflicting,  if  not  mutually  exclosive  privileges, 
and  what  the  charter  rights  of  such  a  corporation  are  is  a  qaestion  difBcult  of 
solution.  Not  only  is  there  a  possibility  of  conflict  between  the  diverse  provisions 
of  different  charters,  but  also  oetween  the  charters  and  the  general  laws,  although 
in  many  States  the  supremacy  of  general  over  special  laws  nas  been  atleas"-  acqui- 
esced in,  if  not  pubiicly  recognized.  The  chairman  of  the  Massachusetts  rail- 
way commission  writes  that  in  that  State  it  has  been  recognized  that  general 
laws  have  superseded  the  earlier  special  enactments.  This  appears  especially 
significant  when  we  remember  that,  with  a  few  minor  exceptions,  all  the  rail- 
ways of  Massachusette  were  incorporated  under  special  charters — a  compilation 
of  which  makes  a  good-sized  volume— before  comprehensive  general  laws  had 
been  passed.  This  possibility  of  a  confiict  between  special  and  general  laws  is 
illustrated  in  the  railway  history  of  Michigan.  The  legislature  of  that  State  in 
1898  created  a  commission,  composed  of  the  railway  commissioner  and  two  State 
officers,  to  negotiate  with  certain  railwa  companies  of  the  State  operating 
under  special  cnarters,  for  the  puiyose  of  ascertaining  upon  what  terms  the  com- 
panies would  be  willing  to  surrender  their  charters.  While  the  qaestion  of  the 
amount  of  taxes  these  companies  were  to  pay  was  the  immediate  cause  of  this 
action  on  the  part  of  the  legislature,  a  similar  situation  with  respect  to  the  other 
question  is  by  no  means  an  impossibility.  No  further  reference  is  here  made  to 
this  difference  between  the  railways  ana  the  State,  because  it  involves  the  ques- 
tion of  taxation,  which  the  Industrial  Commission  has  fully  treated  in  another 
part  of  its  report.  (The  well-known  instance  of  the  Illinois  Central  and  the 
reserved  rights  of  the  State  with  respect  to  taxation  in  the  charter  of  that  com- 
pany is  also  suggested  in  this  connection. ) 

Barly  general  laws. — In  the  first  part  of  this  report  on  early  charters  reference 
is  made  te  an  early  law  of  Massachusetts  of  1808.  In  1838  the  legislature  of  that 
State  enacted  a  law  ' '  defining  the  righto  and  duties  of  railway  corporations  in 
certain  cases."  Thia  law  was  included  in  a  larger  act  on  canals,  turnpikes,  and 
railroads.  The  law  of  1833  also  embodied  the  idea  of  a  preamble  by  specifying 
that  petitions  for  the  construction  of  a  railway  shall  be  accompanied  by  the 
report  of  a  competent  engineer.  Connecticnt,  in  1849,  adopted  a  fairly  compre- 
hensive amendment  to  the  earlier  act  relating  to  railway  companies,  tn  the  first 
section  this  law  provides  that  all  railway  companies  shall  be  subject  to  general 
laws,  except  when  otherwise  specially  provided  for.  A  provision  Bimila"-  to  that 
found  in  Massachusette  was  embodied  in  the  1  w  providing  for  the  report  of  a 
competent  engineer  in  connection  with  the  petition  for  a  charter.  The  usual 
provisions  with  respect  te  organization,  shares  of  stock,  location,  annual  report*, 
and  other  financial  affairs  of  railway  companies  were  provided  for.  In  Maine  a 
general  law  adopted  in  1841  contained  the  following  section;  "No  petition  for  the 
establishment  of  any  railroad  corporation  shall  be  acted  upon  unless  the  same  is 
accompanied  and  supported  by  the  report  of  a  skillfnl  engineer,  founded  on  actual 
examination  of  the  road  and  by  other  evidence,  showing  the  character  of  the  soil, 
the  manner  in  which  it  is  propcraed  to  construct  said  raQroad,  the  general  profile 
of  the  country  through  whicn  it  is  proposed  to  be  made,  the  feasibility  of  the 
route,  and  an  estimate  of  the  probable  expense  of  constructing  the  same.    The 
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petition  ahall  set  forth  the  places  of  beginning  and  ends  of  the  proposed  railroad. 
the  distance  between  the  same,  the  general  coarse  of  said  railroad,  t<^etlier  with 
the  oameB  of  5  townB  through  which  the  same,  on  actnal  survey,  may  tie  fonnd  to 
paes."  This  provision  is  typical  of  analogoiis  clansea  in  the  laws  of  other  North 
Atlantic  States.  By  1848  Maine  granted  charters  containing  only  a  few  sections, 
together  with  the  additional  statement  that  "  all  the  priTileKes  and  immnnitleB 
nsually  granted  to  snch  corporations  "  shall  be  delegated  to  the  company  thereby 
formed.  New  Hampshire  adopted  a  general  law  in  1843  dealing  with  eipropria- 
tion,  cToesingB,  fences,  contracts  among  railwajr  companies,  and  so  on.  The  year 
following  "An  act  to  render  raUroad  corporations  pnblic  in  certain  caeee,  and 
constitnting  a  board  of  raUroad  commissioners  "  was  adopted.  The  commiBsion 
established  by  this  law  was  empowered  to  lay  out  rentes  on  petition  only,  to 
iOBpect  roads  and  raUway  occonnts.  Vermont  enacted  similar  laws  in  184B-47 
ana  184Q,  the  latter  being  qoite  a  comprehensive  general  law. 

New  York,  which  is  representative  of  the  Middle  States,  had  passed  30  general 
laws  before  1834,  beginning  with  an  act  to  prevent  injnry  to  railroad  property  and 
to  insure  the  safety  of  passengers.  These  laws  embraced  subjects  luce  the  rela- 
tion of  railroads  f«  canals,  taiga  ways,  Indian  lands,  to  taxation,  mapeand  profiles, 
contracts,  loaning  the  credit  of  tne  State,  carrying  mails,  junctious,  baggage 
checks,  altering  hnes,  transportation  of  freight,  suits  against  companies,  d^&nc- 
tion  of  noxious  weeds,  and  snch  like.  A  law  of  1848  cosipelled  railway  companies 
to  report  annually  to  the  secretary  of  state.  Like  the  New  England  States,  New 
York  declared  the  "  pnblic  use  "  of  a  railway,  and  demanded  proof  that  the  pro- 
posed railway  waBor"Bufflcient  utility  to  justify  the  taking  of  private  property  " 
m  accordance  with  the  ^ovisions  of  the  general  law  anthonzing  the  organisatiOQ 
of  .raU  way  companies.    By  1848  New  York  had  worked  out  a  fairly  comprehensive 

general  law,  but  it  was  not  nntil  1850  that  what  may  be  called  tne  fundamental 
kw  of  the  State  was  adopted.  (The  New  York  lawof  1850  was  transcribed,  with 
the  exception  of  a  few  sections  relating  to  the  Erie  Canal,  by  the  l^slatnre  of 
Wisoondn  in  1853,  which,  however,  failed  to  pass  the  bill.)  The  law  of  1850  for- 
bids the  organization  of  corporations  by  special  acts,  except  for  mnnicipal  imr- 
poses  and  in  cases  where,  in  the  judgment  of  the  legislatnre,  the  objects  oi  the 
corporatjou  can  not  be  obtained  under  general  laws.  In  addition,  it  containa, 
among  others,  provisions  relating  only  to  the  organization  of  railway  companies, 
Buhecnption  and  forfeiture  of  stock,  transfer  and  increase  of  stock,  expropria- 
tion, change  of  route,  filing  maps  and  profiles,  paying  labor  employed  in  oonstmc- 
tion,  formation  of  trains,  baggage,  intoiicaHon  of  employees,  annual  report  of 


seci^ed  17  amendmenta  before  1850,  The  Portsmouth  and  Concord  Railway 
secured  1  amendment  daring  each  of  the  first  10  years  of  its  existence.  The 
Western  Branch,  Massachusetts,  secured  23  amendments  before  1858,  and  the 
Elastera  Branch  secured  18.  Thirteen  were  granted  to  the  Housatonic  between 
1888  and  1850;  the  Camden  and  Amboy,  IS;  the  Delaware  and  Raritan,14.  The 
Pennsylvania  adopted  33  up  to  1854,  and  the  Baltimore  and  Ohio  31  between  1828 
and  1852.  Since  these  amendments  dealt  with  such  topics  as  the  increase  of  stock, 
the  issuance  of  bonds,  holding  lands,  building  telegraphs,  ezteudiag  lines  and 
forming  connections,  the  construction  of  bridges,  and  so  on,  it  ia  obyious  that  a 
single  comprehensive  law,  properly  observed  would  have  answered  all  the  pur- 
poses, and  in  a  uniform  way,  of  aJ]  the  special  charters  with  which  the  vanoos 
legislatnreB  had  to  concern  themselves.  Numerous  contemporary  newspaper 
paraKraphs  can  be  found  deploring  the  fact  that  legislatures  are  obliged  to  use  so 
much  of  their  time  for  the  construction  of  special  laws  which  could  be  so  much 
more  efBciently  dealt  with  under  general  statutes. 

Amone  the  States  of  the  Middle  West,  Illinois  began  early.  In  184S  the  legis- 
lature of  that  State  passed  "  an  act  to  provide  for  a  general  system  of  railroad 
incorporations."  This  law  prescribes  the  formation  of  railway  corporations  and 
the  powers,  duties,  and  liahihties  of  officers.  The  board  of  directors  is  given 
full  power  over  rates,  bnt  these  are  limited  to  8  cents  per  mile  for  passengers, 
nnlesa  otherwise  provided  for  by  special  act  of  the  legislature.  The  legislature 
is  empowered  to  reduce  rat«s  without  the  consent  of  the  company,  but  no  such 
reduction  shall  cause  the  net  profits  to  fall  below  15  per  cent  per  annum.  The 
probable  use  of  the  proposed  railway  must  first  be  ascertained,  and  the  interested 
parties  must  be  given  an  opportunity  to  be  heard.  Annual  reports  are  demanded, 
and  the  act  is  to  apply  to  all  existing  corporations,  so  far  as  the  same  is  not  in 
conflict  with  special  charters  grant«a^  The  legislatrtre  of  Massachusetts,  in  1855, 
adopted  a  comprehensive  general  law  including  provisions  on  legislative  control 
of  rates,  junctions,  taxing  capital  stock  1  per  cent  per  annum,  providing  for  rea- 
sonably good  service,  consolioation,  and  so  on.    However,  in  this,  as  in  so  many 
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(consult  Dixon,  State  Railroad  Control  in  Iowa)  paaaed  an  incorporatioii  law, 
providing  for  tbe  incorparation  of  railroads,  at  the  first  session  of  ite  general 
assembly,  and  in  most  of  the  earlier  legislation  of  that  State  interference  with 
railway  management  is  foreshadowed.  A  law  of  ISSfl  contains  the  significant 
provision  that  "  railroad  companiea  accepting  the  proviaionB  of  this  act  shall  at 
all  timee  be  subject  to  sach  rulee  and  regulations  as  may  from  time  to  time  be 
enacted,"  In  I860,  mazimnm  rates  were  prescribed,  and  2  years  lat«r  railways 
were  required  to  maintain  offices  within  the  State  and  to  submit  annnal  reports. 
Another  law  provided  for  the  periodical  publication  of  rates  and  certain  provi- 
sions relating  to  safety. 

The  active  regnlation  of  ratefl  was  attempted  in  1866,  bat  most  of  the  restrictive 
laws  enacted  up  to  this  time  were  rarely  enforced.  Kansas,  after  most  t>rolific 
crops  of  private  charters,  passed  an  elaborat«  general  law  in  1857,  but  within  8 
days  after  this  law  had  been  passed  a  special  charter  was  ^rant«d  without  refer- 
ence to  the  act  in  question,  althongh  covering  in  ite  provisiona  matters  which  the 
general  law  treated  very  elaborately.  The  contents  of  this  rather  elaborate  law 
are  essentially  like  those  of  the  Illinois  law. 
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law  of  ISTl  embraces  TO  sections,  in  one  of  which  a  maximum  rate  of  S  cents  for 
passengers  is  prescribed;  another  calls  for  an  annual  report  of  105  it«ms,  and 
another  prohibits  consolidation  with  parallel  or  competinf!:  lines.  The  Alabama 
law  of  IB-W  reserves  to  the  legislatnre  the  right  to  alter  or  repeal  any  certificate 
of  incorporation;  it  places  a  limit  upon  the  indebtedness  which  the  company  may 
assume;  and  contains  furthermore  the  very  novel  provision  that  no  railroad  shall 
be  constructed  through  an  orchard  without  the  owner's  consent.  In  185S  all 
railway  companies  were  made  subordinate  to  general  laws. 

California  was  one  of  the  few  States  which  began  to  legislate  on  railway  mat- 
ters in  general  rather  than  special  acts,  beginning  with  18G0.  In  1858  a  law  was 
passed  which  enabled  any  35  persons  to  form  a  railway  company.  The  life  of  the 
franchise  was  limited  to  50  years.  While  section  2  of  the  law  specified  that  the 
capital  stock  of  the  company  shall  exactly  equal  the  actual  cost  of  the  road,  sec- 
tion 16  empowered  the  company  to  increase  its  capital  stock  "  to  any  amount 
which  may  be  deemed  sufficient  and  proper  for  the  purpose  of  the  corporation." 
This  law  was  amended  in  1858,  1856.  and  1857,  but  m  1801  the  whole  of  it  was 
repealed  and  another  law,  supplementary  to  the  original  general  act  of  1850,  was 
iwopted.  An  important  provision  of  tnis  last  law  is  found  in  section  1,  which 
specifies  that  at  least  $1 ,000  per  mile  shall  be  Bnbscribed,  and  10  per  cent  actually 
paid  in  before  the  articles  of  incorporation  can  be  filed.  The  form  of  the  articles 
of  the  association  is  prescribed,  and  the  period  of  its  existence  limited  to  50  years. 
A  sinking  fand  for  the  redemption  of  bonds  is  provided  tor  and  the  nnusnal  lib- 
erty of  laying  ont  its  road,  "  not  exceeding  9  rods  wide,"  is  given  to  the  Compaq. 
There  are  elaborate  sections  on  eminent  domain,  arbitration,  tolls,  and  so  on.  By 
a  vote  of  three-fourths  of  the  constituents  of  the  companies,  consolidated  taUway 
corporations  may  be  organized.  Mazimnm  rates  of^  10  cents  yer  passenger-mile 
and  15  cents  per  ton-mile  are  prescribed,  although  the  company  can  not  oe  com- 
pelled to  undertake  the  transportation  of  a  small  quantity  of  freight  for  less  than 
2Q  cents.  The  maximum  rat^s  of  the  California  law  are  in  part  exceeded  by  those 
prescribed  in  a  Washington  charter  granted  in  1863,  whicn  are  10  cents  per  pae- 
senger-niile  and  40  cents  per  ton-mile.  It  is  also  a  signifiqpnt  fact  that  tbe  fiTBt 
general  law  enacted  by  the  legislature  of  Washington,  in  1878,  relates  to  *'  extor- 
tion and  nnjust  discrimination  in  the  rates  charged  for  the  transportation  of  pas- 
sengers and  freight  on  railroads  in  this  Territory."  Montana,  Colorado,  Arizona 
(Territory) ,  andldaho  are  other  States  which,  like  California,  began  with  general 
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PAET  III.-CONSTITUTIONAI  PROVISIONS. 


aeaiuned  that  the  provisioiis  incorporated  in  the  constdtntionfi  of  the  various  States 
of  the  Union  were  thonght  to  rflpresent  those  mattera  respecting  railways  which 
the  people  of  the  different  States,  represented  in  their  respective  legislatnies,  con- 
sidered most  importtuit  and  least  liiely  to  reqnire  changes  in  the  future.  The 
history  of  American  constitutions  doee  not  reveal  an  undue  readiness  on  the  p&rt 
of  the  people  to  change  or  modify  their  organic  laws;  and  in  view  of  this  Blowness 
in  brining  about  constitutional  changes  an  element  of  fixity  and  rigidity  is 
infoaed  into  the  legislative  control  of  railways. 

The  constitiitiona  of  the  older  States,  as  a  class,  contain  fewer  and  leas  oompre- 
hensive  provisions  relating  to  railways;  and  two  of  them,  Massachusetts  and  New 
Hamp^ure,  embody  no  direct  provisions  of  this  kind,  while  Rhode  Island  is  saved 
from  being  classified  with  these  two  States  by  a  brief  and  rather  nnimportant 
constitntional  provision.  In  addition,  there  is  an  absence  of  clanses  relating  to 
railways  in  the  organic  codes  of  the  Territories  of  Arizona  and  New  Henco. 
With  these  exceptions,  every  State  in  the  Union  contains  more  or  less  elaborate 
provisions  on  this  subject,  varyiujg  from  the  less  comprehensive  and  incomplete 
sections  of  many  of  the  constitutions  of  the  older  States  to  those  much  wider  in 
their  scope  and  stringent  in  their  nature,  as  in  the  recently  adopted  constittotion 
of  Montana. 

By  far  the  greater  part  of  the  contents  of  all  the  constitutional  prorisions  may- 
be grouped  ander  three  general  heads:  First,  those  relating  to  incon>oration; 
second,  those  relating  to  public  aid;  and,  third,  to  direct  regulation  and  control, 
the  latter  having  in  view  the  correction  of  abuses  and  the  establishment  of  equita- 
ble rates.  While  a  few  of  these  provisions  are  negative  in  their  character,  a  good 
many  of  them  are  positive,  empowering  legistatorea  to  establish  rates  and  to  do 
other  things  calculated  to  subordinate  the  agencies  of  ti'ansportation  to  the  public 
good. 

Acceptance  of  the  constitution. — Fifteen  State  constitutions  contain  provi- 
sions to  the  effect  that  norailway,  canal,  or  other  transportation  company  in  exist- 
ence at  the  time  of  the  ratification  of  the  constitution  shall  have  tne  benefit  of 
any  future  legislation  by  general  or  special  laws,  other  than  in  execution  of  a 
trust  created  by  law  or  by  a  contract,  except  on  the  condition  of  complete  accept- 
ance of  all  the  provisions  of  the  section  or  article  of  the  constitution  in  question. 
In  8  few  instances  the  further  provision  is  embodied  that  whenever  existing 
charters  are  revised  or  amended,  the  same  shall  become  subject  to  the  constitu- 
tion. (The  constitntions  incorporating  snch  provisicms  are  found  in  Alabama, 
Arkansas,  Colorado,  Delaware,  Idt^o,  Kentucky,  Louisiana,  Misstssippi.  Mon- 
tana, North  Dakota,  Pennsylvania,  South  Dakota,  Texas,  Utah,  Wyoming.) 

Corporations  organized  under  general  taws. — In  the  first  section  of  this 
report  it  was  noted  that  great  crops  of  special  charters  were  produced  in  all  sec- 
tions of  the  conntrv,  and  it  was  perhaps  a  reaction  against  those  excesses  in  spe- 
cial and  local  legislation  which  led  to  the  adoption  of  constitutional  proviaiona 
prohibiting  the  organization  of  railway  and  similar  companies  under  special  char- 
ters. One  method  of  avoiding  these  constitutional  and  ststntory  provisions  was 
observed  in  the  case  of  the  Northern  Pacific  Railway;  but  Section  XXI  of  the 
original  charter  of  the  Superior  and  St.  Croix  Railroad  Company  declared  "  that 
in  the  judgment  of  the  legislature  of  this  State  the  ohjecto  of  the  corporation 
hereby  created  can  not  be  attained  under  the  general  laws."  The  later  constitn- 
tions of  the  Western  States  are  very  stringent  in  this  resi)ect,  and  the  organisa. 
tion  of  a  large  class  of  corporations,  of  which  railways  are  an  important  member, 
nuder  special  acts,  isrigidly  prohibited.     (Thef  ollowing  States  have  incorporated 
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Bach  prohibitioiiB  in  their  constitntions;  ArkanBOB,  California,  Colorado,  Dela- 
-ware,  Florida,  Illinois,  Idaho,  Indiana,  Iowa,  LooiHiana.  Maryland,  Michiiffln, 

MinnsBota.  Missouri,  New  York,  North  Carolina,  South  Cardina,  Utah,  West 
Virginia,  Wisconsin,  Wyoming.) 

PreviouBljr  granted  ohattera.— Cloeely  allied  to  the  last  Wpe  of  conatitntioiial 
provisionB  is  another,  fonnd  in  only  6  States,  which  invaliaateB  all  chartera  and 
special  or  exclnsiTe  privileges  granted  before  the  adoption  of  the  constltation, 
unless  organization  had  Iwen  actually  effected.  Organization  thereaft«r  could 
not  be  effected  without  a  full  acceptance  of  the  new  consUtntion.  (This  is 
fonnd  in  the  constitntions  of  Arluinsas,  California,  Colorado,  Kentucky,  Idaho, 
Wyoming.) 

Special  charters. —In  addition  to  the  positive  provision  that  railway  compa- 
niee  shall  be  organized  under  general  laws.  19  constitntions  contain  the  negative 
clause  that  no  special  charters  shall  be  granted,  except  for  charitable,  educational, 
and  certain  other  purixMes,  when  the  same  shall  remain  nnder  State  control,  A 
few  constitutions  specify  that  special  charters  may  be  granted  to  corporations  and 
organizations  not  tiavlng  in  view  financial  gain.  (The  following  are  the  States 
whose  constitntions  contain  ancb  provision?:  Arkansas,  Colorado,  Idaho,  Ken- 
tacky,  Kansas,  Minnesota,  Missisappi,  Missouri,  Nevada,  New  Jersey,  North 
Dakota,  Ohio,  Oregon,  South  Dakota,  Tennessee,  Texas,  Utah,  Washington, 
Wyoming.) 

RaU^rayE  pubUo  oanieia. — The  analogy  of  railways  to  common  roads  and 
other  public  highways  is  espressed  in  constitutional  provisionB  declarii^  all  rail- 
way and  canal  companies  to  be  common  carriers.  While  provisions  bearing  on 
this  topic  are  differently  worded  in  the  different  constitutions,  sometimes  a  sep- 
arate section  being  devoted  to  it,  and  in  other  instances  only  a  phrase  or  sentence 
embodied  in  another  section,  the  meaning  is  usuallv  the  same;  namely,  the  dec- 
laration  that  the  railway  is  a  public  highway  and  that  railway  companies  are 
common  carriers.  (The  following  constitutions  contain  such  provisions:  Alabama, 
Arkansas,  Colorado.  Idaho,  Louisiana,  Misaissippi,  Missouri,  Montana,  Nebraska, 
North  Dakota,  Pennsylvania,  South  Dakota,  Texas,  Utah,  Washington,  West 
Virginia,  Wyoming.) 

Eminent  domain  and  pabllo  uae. — Ever  since  the  Supreme  Court  of  the  United 
States  handed  down  the  decision  of  Hann  v.  Illinois,  aecl&ring  that  whenever  a 
person  devotes  his  property  to  a  use  in  which  the  public  has  an  interest,  he  must 
grant,  to  the  extent  of  that  interest,  the  right  of  the  State  to  control  that  property, 
no  one  could  consistently  question  the  public  nature  of  railways.  This  fact  has 
found  common  expression  in  the  term  "  quasi  public,"  which  is  now  generally 
"'-i  to  railway  corporations.    A  large  number  of  State  constitutions  declare 
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n  which  the  property  of  individnals  is  taken.  In  other 
words,  these  States  reserve  in  their  constittttions  the  power  to  exercise  the  right 
of  eminent  domain  over  all  the  corporate  property  of  a  railway  company,  (The 
following  States  have  this  provision:  Arkansas,  California,  Colorado,  Idaho, 
Blinoia,  Kentucky,  Mississippi.  Missouri,  Montaua,  Nebraska,  North  Dakota, 
Pennsylvania,  Sonth  Dakota,  Washiiwton,  West  Virginia,  and  Wyoming.) 

Power  to  annul  oharters.— Sixteen  States  reserve  constitutional  power  (o  alt«r, 
amend,  revoke,  or  annul  charters  granted  under  special  or  general  laws,  when- 
ever in  the  opinion  of  the  legislature  it  may  be  injurious  te  the  citizens  of  the 
State  in  question  to  continue  the  same.  Usually  the  additional  clause  is  incorpo- 
rated that  in  case  of  such  repeal  or  revocation  no  injustice  shall  be  done  to  the 
members  of  the  corporation.  (Found  in  the  constitutions  of  Arkansas,  California, 
Colorada,  Idaho,  Iowa,  Kansas,  Mississippi,  Montana,  New  York,  North  Caro- 
lina, Oregon.  South  Dakota,  Utah,  Washington,  Wisconsin,  and  Wyoming.) 

Public  aid. — Even  after  the  downfall  of  the  national  system  of  internal  improve- 
ments, together  with  the  failure  of  individual  States  to  make  such  works  a  success, 
subordinate  political  units — counties,  towns,  cities,  villages,  ete. — extended  aid 
to  railway  companies  in  a  variety  of  ways,  the  most  common  among  which  wfre 

Citing  the  right  of  way,  making  cash  donations,  purchasing  bonds,  or  becom- 
_  stockholders,  loaning  the  public  credit,  eto.  Provisions  relating  to  subscrip- 
tions to  stock  are  found  in  14,  and  to  loaning  of  the  public  credit  in  15  constitntions. 
(The  former  including  the  following  States:  Arkan.sas,  Connecticut,  Delaware, 
Florida,  Idaho,  Looisiana,  Kentuol^.  Mississippi,  Missouri,  Oreifim.  Penn-yl- 
vania,  Virginia,  Washington,  Wyoming;  the  latter.  Connecticut,  Ploricia,  Maine, 
Mississippi,  Nevada,  New  York,  North  Carolina — excepting  a  few  specified  cases — 
OrM[on,Penusylvania,Texaa,  Utah,  Virginia,  Washington,  Wisconsin,  Wyoming. 
Idaho  breaks  the  monotony  of  this  rule,  in  that  it  prohibits  certain  political  nnits 
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from  becoming  stockholders  in  all  joint  stock  companies,  except  "  railroad  cor- 
porationa,  companies,  oTOBSOCiationB,") 

Interseotlonfl,  jonctdons,  and  oonsolldaidona. — Varying  somewhat  in  the  nom- 
berof  subjects  specified  in  the  constitution,  11  States  make  provision  for  the  con- 
nection, crossing,  and  intersection  of  railways  and  interchange  of  tr&flic.  In  one 
form  or  another,  it  Is  prescribed  that  every  railway  shaU  have  the  right  to  inter- 
sect, cross,  or  connect  with  any  other  railway,  and  that  it  shall  receive  and  trans- 
port  the  freight  and  coaches,  loaded  or  empty,  of  every  other  railway,  without 
delay  or  discrimination.  Closely  allied  to  the  subject  of  connections  and  the 
interchange  <^  traflSc  is  the  qnestion  of  consolidations,  and  conatitntional  provi- 
sions deahng  with  both  subjects  are  fonnd  in  several  States.  The  most  common 
form  in  which  the  ti-afBc  arranvementB  of  the  different  roads  is  expressed  is  that 
which  perrnitB  one  railway  to  lease,  control,  purchase,  or  consolioate  with  soay 
other  railway,  provided  that  the  other  is  not  a  parallel  or  competing  line.  To 
what  extent  provisions  relating  to  mere  interchange  of  traflic  wonld  permit  the 
consolidation  of  competing  Unee  is  not  clear.  Isolated  provisions  prohibiting  the 
holding  of  stock  of  other  railway  companies  may  be  fonnd.  (Among  the  States 
problbittog  the  consolidation  of  competing  lines  aro:  Arkansas,  Colorado.  Dlinois, 
Kentncky,  MisBonrl,  Montana,  Norttk  Dakota,  South  Dakota,  Texaa,  Utah,  Wash- 
infftoti.  West  Virginia.  The  following  provide  for  jnnctiona,  connections,  etc.: 
Abbama,  Kentncky,  Idaho,  Louisiana,  MiBrfflsippJ,  Uissottn.  Montana,  Peim- 
sylvania,  South  Dakota,  Texas,  Wyoming.) 

Vote  of  shaTeholder>.~Only  9  States  provide  for  some  system  of  snffrage  on  the 
part  of  shareholders,  and  for  these  the  constitntion  of  Illinois  appears  to  have 
served  as  a  model.  "The  general  assembly  shall  provide,  by  law,  •  •  •  the 
right  of  every  stockholder  to  vot«,in  person  or  bTproxy,for  the  nnmber  of  shares 
of  stock  owned  by  him,  for  as  many  persons  as  tnere  are  directors  or  managers  to 
be  elected,  or  to  cnmnlate  each  shares,  and  give  one  candidate  as  many  votes  as 
the  nnmber  of  directors  mnltiplied  by  the  number  of  his  shares  of  stock  shall 
eqnal,  or  to  distribute  them  on  the  same  principle  among  as  many  candidates  as 
he  shall  think  fit,"  (Found  in  the  following  constitntions:  Delaware,  DUnois, 
Idaho,  Kentucky.  Mlssisdppi,  Missouri,  Montana,  Nebraska,  West  Tirsmia. 

Free  transportation.— The  granting  of  free  passes  to  members  of  the  legida- 
tnre,  State,  mnaicipal,  and  other  officers,  or  the  selling  of  tickets  at  a  discount,  is 
constitntionally  prohibited  in  Alabama,  Arkansas,  Canfomia,  Florida,  Kentn(^cy, 
Mississippi,  Uiseouri,  New  York,  Pennsylvania,  WaaMugton.  The  constitntion  of 
Wyoming  also  treats  of  the  sale  of  nnnsed  tiokete  or  parte  of  tickets. 

Rognlation. — The  establishment  of  tariff  schednles  and  tjie  regnlation  of  rat«s  are 
treated  in  the  constitntions  of  Georgia,  Mississippi,  Misaonri,  tTtah,  Washington, 
and  West  Virginia.  The  legislature  expressly  reserves  full  power  of  control,  in 
addition  to  reuerrations  expreesed  iu  other  sections  of  the  oonstitntionB  of  Ala- 
bama, Florida,  Idaho,  Illinois,  Louisiana.  Nebraekaj  South  Dakota,  Wyoming. 
Discrimination  B  against  persons  and  places  or  industrial  sections  are  occasionally 
directly  prohibited  in  the  constitution.  The  form  in  which  the  prolubitionB  are 
expreaBed  varies,  but  they  all  have  in  view  the  equal  treatment  of  all  the  interests 
affected  by  the  railway  service.  (The  following  constitntionB  contain  more  or 
less  complete  provisions  on  the  subject  of  discnmination:  Axkanaas,  Colorado, 
Florida,  Georgia,  IdahOjIllinois,  Kentucky,  Missouri, Montana, Nebraska,  Penn- 
sylvania, Te:iaa,  Utah,  Waahiugton.  Wyoming.) 

Pooling.— The  formation  of  troste  or  combinationB  and  the  making  of  contracts 
restricting  competitioD  or  having  in  view  the  control  of  raices  is  prohibited  in  ten 
constitutions  (California,  Kentucky,  Idaho,  HismsEdppi,  Montana,  North  Dakota, 
Sonth  Dakota,  Utah,  Washington,  and  Wyoming). 

Mlsoellanaoua. — Only  a  few  States  provide  in  their  constitutions  for  the  organi- 
zation of  administrative  bodies,  such  as  railway  oommiBsionB,  and  the  powers  and 
duties  of  the  same.  The  California  constitution  not  only  prescribes  the  organiza- 
tion of  the  commission,  but  enumerates  the  more  important  powers  of  th&  com- 
mission, specifies  the  manner  in  which  the  oommission  shiQl  be  elected  by  the 
districts  into  which  the  State  is  constitutionally  divided,  and  fixes  fines  for  viola- 
tions  of  the  law  on  the  part  of  railway  agents  or  employees.  Analogous  provisions 
are  found  In  the  constitutions  of  Kentucky  and  Lonisiana.  The  constitutions  of 
Arkansas,  Missouri,  and  Pennsylvania  make  it  unlawful  for  i^way  ofBcials  to 
be  interested  in  the  purchase  of  materials  and  BupnheB  for  the  construction  of  a 
railway.  The  constitutions  of  Arkansas,  Kentucky,  and  Indiana  prohibit  the 
charging  of  a  greater  sum  for  a  shorter  distance  over  the  same  line  in  the  same 
direction  under  similar  conditions.  Four  constitutions— Colorado,  Kentncky, 
Miaaiaaippt,  and  Montana — make  it  unlawful  for  a  corporation  to  require  its 
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serrants  or  employees,  as  a  condition  of  their  employment,  to  sign  a  contract  lim- 
iting the  liability  of  the  company  In  case  of  sni^  for  dam^e.  or  precluding  the 
poBBibility  of  bringing  snch  suite  altogether,  by  contract.  About  ten  constitu- 
nons  expreesly  limit  the  activities  of  a  chartered  corporation  to  the  bnfdneBB 
■which  is  expressly  provided  for  in  the  charter.    In  a  few  cases  the  constitationB 

Sxity  that  no  railway  company  can  become  a  foreign  corporation  by  consoli- 
tion;  and,  in  a  small  nnmber,  a  provision  common  in  many  of  the  earlier  laws 
Is  enacted,  compelling  railvray  companies  to  establish  stations  or  depots  when- 
ever they  pass  within  a  certain  distance  of  towns  and  villages,  frequently  the 
county^  seat.  The  constitution  of  Washington  etands  alone,  in  that  it  eipreealy 
prohibits  discriminations  asainst  express  companies.  Idaho  and  Wyoming 
demand  the  appointment  of  legal  repreBentatives  of  railway  companies  ui  those 
States.  (This  provision  is  common  in  general  laws  but  not  in  constitntions.) 
The  Missonri  constitution  provides  for  the  payment  into  the  State  treasury  of 

riified  sums  of  money  proportionate  to  the  amount  of  capital  stock,  before  a 
rter  can  be  issued. 
This  analysis  presents  the  leading  features  of  the  constitutional  provisions  of 
the  several  States.  None  of  importance  have  here  been  omitted  and  only  a  few 
of  the  less  important  ones  have  not  received  mention.  An  examination  of  the 
appendix  containing  these  constitutional  provisions  will  show  the  great  similarity 
which  exists  among  many  of  the  constitnMons  with  respeot  to  certain  clauses,  and 
the  manner  in  which  constitutional  provisions  were  copied  in  one  State  from  the 
constitution  of  another. 
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PART  IT.-PRESENT  GENERAL  RAILWAY  LEGISLATION. 


ely  be  applied  to  the  instrmnentB  issued  to  railway  corporations  under 
contemporary^  general  lawe.  The  word  charter,  through  lon^  usage,  has  come  to 
signify  a  s^eciiu  grant  of  authority  and  power.  In  the  constitnhons  of  21  States, 
as  was  noticed  in  the  preceding  section,  the  incorporation  of  railway  companies 
under  special  or  local  acts  is  prohibited;  in  other  Statee  this  proliibition  is  found  ia 
senerallaws;  and  in  some  Stat«ein  both  the  constitution  and  in  the  general  lawB. 
The  statutes  of  South  Carolina  mention  the  organization  of  railway  companies 
"under  charters."  and  in  the  Kansas  statutes  the  term  charter  is  also  used.  Bat 
these  are  exceptions.  Terms  like  "  articles  of  association,"  "certificateof  incor- 
poration," "  articles  of  incorporatioii,"  "articles  of  a^eement,"  and  "letters  pat- 
ent" have  come  into  use,  and  carry  with  them  the  significance  of  earlier  Bjvecial 
charters.  Articles,  certificates,  etc.,  are  charters  only  in  a  loose  and  general 
sense,  because  the  contents  of  the  franctiise  itself  are  expressed  in  the  general  law 
relating  to  railways  and  the  constitutional  limitations  under  which  these  have 
been  exacted.  The  grant  of  a  charter  involves  a  distinct  legislative  act,  author- 
izing the  company  receiving  the  same  to  exercise,  in  a  measure,  the  rights  ot 
Bovereignty,  and  to  do  the  things  for  which  the  orfjanization  waa  accomplished. 
A  certificat*  of  incorporation,  on  the  other  hand,  ia  issued  in  pursuance  of  law  by 
administrative  and  not  by  direct  iMfislative  authority.  Formerly  a  separate  act 
of  the  leeislatnre  was  necessary.  Under  general  laws  an  administrative  act  for 
each  aucn  grant  of  power  is  all  that  ia  requisite  for  the  organization  of  a  railway 
company.  To  be  sure,  there  is  a  very  direct  connection  between  the  earlier  char- 
ters and  the  later  general  laws,  for  many  of  the  latter  embody  not  only  the  essen- 
tial features  of  the  former,  but  frequently  they  are  expressed  in  similar  and  even 
identical  language.  The  change  of  name  from  article  or  certificate  did  not  carry 
with  it  any  radical  change  in  the  nature  of  the  ^anchise.  In  this  respect  there 
exists  continuity  of  development.  The  greatest  change  brought  about  by  the 
transition  from  special  charters  to  incoiporation  under  general  laws  conristed  in 
uniformity.  Almost  infinite  variety  in  charter  provisions  was  common  during 
the  earlier  period  of  special  legislation.  Under  general  laws,  even  when  com- 
pliance therewith  was  not  enforced  or  enforceable,  a  certain  degree  of  uniformity 
was  brought  about  from  the  very  first. 

Conditions  under  which  railway  companies  may  be  organised. — There  are, 
however,  features  of  railway  legislation  in  the  United  States  which  reveal  many 
elements  of  uniforTuity  as  to  the  conditions  nnder  which  railway  companies  may  he 
oi^anized;  and  yet,  after  admitting  this  much,  we  are  compelled  to  recognlEe  the 
fact  that  railway  laws  are  very  tar  ^om  iteaag  uniform,  and  that  nomerous 
variations  and  differences  are  noticeable. 

The  number  of  persons  who  may  associate  themselves  for  the  purpose  of  incor- 

E rating  railway  companies  varies  from  two  or  more  in  Washington  to  any  nmn- 
r  in  Iowa.  Between  these  extremes  there  exist  10  different  numerical  groups 
which  may  effect  an  organization:  Tliree  or  more  in  Florida,  Oregon,  H<mtana, 
and  Wyoming;  S  or  more  in  Illinois.  Indiana,  Kansas,  Nebraska,  Wisconsin, 
Montana,  etc.;  6  in  Louisiana;  Tin  Uichigan,  Kentucky,  Alabama,  New  Jersey 
(for  roads  less  than  10  miles  in  length) ;  10  in  Maine,  Georgia,  Arkansas,  Texas, 
etc.;  18  in  New  Jersey  (for  roads  more  than  10  miles  in  length);  15  in  New  York, 
Indiana,  etc.;  SO  in  Vermont;  25  in  Massachusetts,  New  ^unpshire,  etc.  These 
Qumbers,  or  more,  may  in  some  States  be  composed  of  any  persons  whataoeveri 
in  others,  a  certain  proportion  must  be  citizens;  and.  in  a  few,  all  of  them  must  be 
citizens.  Certain  restrictions  ai-e  occasionally  made  with  respect  to  residence, 
both  on  the  part  of  the  stockholders  and  on  the  part  of  the  board  of  directors  and 
ofltcers.    The  object  of  restrictive  provisions  relating  to  reeldeQce  was  evidentljr 


to  iiroTent  the  projected  road  from  being  controlled  by  "foreign  inflaence." 
Dormg  the  early  bietory  of  railways  in  the  United  States  the  poaeibUity  of  for- 
eign control,  on  the  assomption  that  anch  control  would  reenlt  in  the  neglect  of 
local  interests,  was  nsed  as  a  weapon  to  enconrage  local  BabacriptionB  to  the  stock 
of  railway  companiea. 
Content*  of  Uie  aiUolea. — The  natnre  of  the  contents  of  the  articles  of  associa- 


tion, or  certificates  of  incorporation,  can  beat  be  indicated  by  presenting  the 
salient  features  of  snch  articles  in  a  few  of  the  leading  Staios,  wnich  may  be  con- 
sidered typical  of  analogous  provisions  from  the  laws  ot  other  States — nnderetand- 


ingby  the  term  "typical"  not  identity,  bnt  essential  similarity,  leaving  ri 
modifications  of  one  kind  or  another  in  particular  cases. 

The  law  of  Illinois  reqnires  a  statement  of  the  name  of  the  corporation  to  be 
organized,  the  States  from  and  to  which  the  railway  is  to  be  constracted,  the 
location  of  the  principal  offices,  the  time  of  beginning  and  completing  constmC' 
tion  of  the  railway,  the  amonnt  of  capital  stock  and  the  number  and  size  of  the 
shares,  the  names  and  residences  of  the  persons  who  contemplate  effecting  an 
organization,  and  the  names  of  the  first  board  of  directors. 

According  to  the  statutes  of  Maine,  the  articles  mnst  contain  the  name  of  the 
corporation  and  the  gauge  of  the  projected  railway,  the  names  of  the  places  from 
and  to  which  the  same  is  to  beconstmcted.theamoant  of  the  capital  stock,  which 
shall  be  not  lees  than  $3,000  per  mile  for  narrow-gauge  and  18,000  for  standard- 

rmge  railways,  the  number  of  shares  of  stock,  and  the  names  and  residences  of 
directors.  Since,  on  this  point,  the  laws  of  Haine  (Oeneral  Laws,  1899,  p.  117, 
Sec.  I)  are  in  many  respects  much  better  than  those  of  most  of  the  States,  a  full 
quotation  is  here  inserted: 

"  Said  directors  shall  present  to  the  board  of  railroad  commissioners  a  petition 
for  the  privilege  of  said  articles  of  association,  accompanied  with  a  map  of  the 
proposed  road,  on  a  proper  scale.  The  board  of  railroad  commissioners  snail,  on 
presentation  of  such  petition,  appoint  a  day  for  a  hearing  thereon,  and  the  p«ti- 
noners  shall  give  such  notice  thereof  as  the  said  board  deems  reasonable  and 
proper,  in  order  that  all  persons  interested  may  have  an  opportunity  to  appear 
andbe  heard  therein.  If  the  board  of  directors,  after  notice  and  hearing  parties. 
finds  that  all  the  provisions  (of  law)  have  been  complied  with  aud  that  public 
convenience  reouirea  the  constmction  of  said  railroad,  said  board  shall  indorse 
upon  said  Mticles  a  certificate  of  ench  facts  and  the  approval  of  the  board,  in 
writing.  The  secretary  of  state  shall,  upon  payment  of  $80  to  the  State,  cause 
the  same,  with  the  indorsement  thereon,  to  be  recorded,  and  shall  issue  a  certifi- 
cate in  the  following  form." 

Then  follows  the  prescribed  form  of  certificate,  with  the  contents  indicated 
above. 

The  laws  of  Arkansas,  for  1899,  created  a  State  board  of  railroad  incorporation, 
composed  of  the  governor,  who  acts  as  chairman,  the  attorney-general,  auditor, 
secretary  of  state,  treasurer,  and  commissioner  of  State  lands.  This  board  hears 
all  applications  for  certificates  of  incorporation,  and  on  ite  recommendation  snch 
certificates  may  be  filed  with  the  secretary  of  state,  and  thus  legally  empower  an 
organization  to  construct  a  railway  under  the  terms  of  the  general  laws  of  tiie 
State.  Ten  or  more  persons  may  organize,  elect  a  board  of  directors,  and  sub- 
scribe to  the  articles  of  association  when  tS,000  per  mile  has  been  subscribed  and 
6  per  cent  of  the  subscriptions  paid  to  the  board  of  directors,  a  majority  of  which 
must  be  citizens  of  the  State. 

The  laws  of  California  require  the  articles  of  incorporation  to  state  the  name 
of  the  projected  corporation;  the  purpose  for  which  it  is  to  be  organized;  the 
places  from  and  to  which  the  raOway  is  to  be  constructed,  as  well  as  all  inter- 
mediate branches;  the  estimated  length  of  the  road;  the  amount  of  the  capital 
stock,  S1|000  per  mile  of  which  mnst  be  subscribed  before  the  articles  can  be  filed, 
and  10  per  cent  actually  paid  in.  Tbe  number  of  directors  varies  from  6  to  II. 
but  6  of  them  mnst  be  residents  of  the  State.  The  sale  of  rtdlway  franchises  and 
ntunicipalities  must  be  advertised,  and  the  franchise  given  to  the  highest  bidder. 

Maaaaehiuetta. — The  articles  must  contain  the  name,  route,  gauge,  capital  stock, 
and  other  common  items.  In  case  of  standard-gauge  railways  {10,000  per  mile 
must  have  been  subscribed  and  for  narrow  gauge  (3,000.  The  amount  of  the  cap- 
ital stock  depends  upon  the  detailed  estimate  of  coats.  No  increase  in  capital 
Btockcan  be  made  without  the  authority  of  the  railway  commiaaion,  before  whom 
a  hearing  must  previously  have  been  given,  upon  which  such  increase  or  refusal 
to  permit  such  increase  is  determined.  The  articles  and  certificate  must  be  filed 
with  the  secretary  of  state.  AH  petitions  (compare  the  laws  of  ]£aine)  for  such 
charters  must  be  accompanied  by  a  map  upon  a  proper  scale,  showing  in  detail 
the  entire  route  of  the  road.    A  "  certiflcate  of  piiblio  exigency  "  la  also  required 
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before  a  charter  can  be  granted.  The  railway  commisslou, upon  dne  notice. mnet 
^ve  a  hearinK  to  all  persons  Interested  in  the  nroiected  railwa?,  and  not  natil 
such  persons  nave  been  given  an  opportanitf  to  oe  heard  and  all  tiie  other  prori- 
sions  of  the  law  compli^  with  can  a  charter  be  granted.  It  will  be  noticed  that 
the  Uassachnsetts  law  still  provides  for  the  granting  of  special  charters,  although 
these  special  grants  are  enrronnded  by  wholesome  and  what  appear  to  be  entar«l7 
ftdegWte  provisions  and  aaf egnards. 

JficAigran.— Althongh  a  law  of  18B1  of  this  Stat«  declared  every  railway  com- 
pany operating  within  the  limits  of  the  State  "  to  be  in  all  respects  snbject  to  the 
general  laws  of  the  State  respecting  railroads,  as  now  exietinK  or  as  hereafter 
amended,"  a  conflict  between  anch  charter  proviaiona  and  general  law  provisions 
is  still  possible,  as  has  already  been  indicated  in  another  connection.  Conse- 
qnently,  in  1889,  there  was  created  in  this  State  a  commission— composed  of  the 
commiasioner  of  railroads,  the  State  treasurer,  and  the  secretary  of  state— whose 
duty  it  is  to  ne^jotiate  with  railway  companies  operating  nnder  special  charter,  to 
determine  npon  what  terms  sach  railway  companies. wQl  surrender  their  charter 
rights.  For  this  purpose  the  commission  is  given  anthority  to  inquire  into  the 
business  of  railvrays,  to  seonre  the  necessary  information  by  sabpcenaing  wit- 
nesses, etc. 

Georgia. — In  addition  to  the  usual  provisions  of  the  articles  of  incorporation 
the  laws  of  Georgia  provide  for  a  petition  which  must  be  presented  at  least  4 
weeks  before  a  charter  can  be  secured.  Companies  may  amend  their  charters  by 
adopting  IJie  general  railway  laws  of  the  State. 

SIgnlfioanca  of  oertlficateB  and  artiolea. — These  artioles  and  oertificates 
enipower  railway  companies  tJ3  make  examinations  and  surveys  for  the  proposed 
railway,  in  order  to  select  the  most  advantageoasronte;  to  porchase,  receive,  and 
hold  an  amount  of  real  estate  necessary  for  the  construction,  maintenance,  and 
operation  of  the  road;  to  own  other  kinds  of  property  essential  to  railway  bnainesa; 
to  haveperpetnalsnccesaion,  or  succession  for  a  cerbiin  period  of  time;  to  have  the 
power  to  sue  and  to  be  sued;  to  establish  connections  with  other  railways;  to 
charge  or  to  receive  snch  remuneration  for  their  services  as  from  time  to  time 
may  seem  reasonable;  and,  in  general,  to  enjoy  those  rights,  privileges,  and 
immunities  which  the  law  goarantees  to  all  similar  corporations,  and  which  are 
essential  in  carrying  out  the  legitimate  aims  and  purposes  of  the  corporation. 
The  completeness  with  which  the  powers  and  duties  of  railway  corporations  are 
joescribed  in  different  laws  vary  somewhat,  yet  there  exists,  perhaps,  greater 
similarity  and  more  completeness  in  this  respect  than  in  any  other  subject  of  rail- 
way legislation.  In  some  States  corporate  powers  of  railway  companies  are 
enumerated  in  separate  laws;  and,  in  others.  ^1  the  leading  features  of  legal  pro- 
visions relating  u>  railways  are  expressed  in  the  commission  laws.  It  is  nnneo- 
easary  to  enumerate  in  tne  lengthy  phraseology  of  the  law  books  the  detailed 
rights  and  [irivilegea  of  railway  companies,  for  they  are  the  same  as  those  enjoyed 
by  coTporattons  in  general,  and  are  not  essentia]  to  a  consideration  of  the  de^«e 
of  regulation  and  control  which  is  possible  under  the  existing  railway  laws  of 
the  dlSerent  States  of  the  Union. 

The  provisions  of  the  few  articles  which  have  been  presented  above  are  anfB- 
cient  to  show  that  there  exist  differences  among  the  Stateswith  respect  to  the  time 
limits  within  which  railways  may  be  constructed;  the  amount  of  capital  stock, 
and  the  subscriptions  thereon  per  mile  of  railway;  the  degree  of  publicity  given 
to  the  applications  for  charters,  and  other  thin^.  A  fee  for  flhng  certificates  is 
chargea  m  a  number  of  States.    For  instance,  in  North  Carolina  $3G0  must  be 

E'd  Defore  a  bill  can  be  introduced  to  incorporate  or  amend.  In  Maine,  a  fee  of 
is  exacted;  and  similar  fees  are  charged  m  Wisconsin,  Waahingten,  and  other 
ites.  The  laws  are  weak  in  the  financial  requirements  which  they  exact  of  rsiil- 
way  companies.  It  would  seem  that  some  definite  proportion  ehoula  exist  between 
the  amount  of  the  capital  stock  and  the  length  and  characteristics  of  the  pro- 
jected road;  but  snchis  not  generally  the  case,  Idaho  and  Indiana  require  a  sub- 
scription of  f  1 ,000  per  mUe;  Kentucky.  $350  per  mile,  of  which  20  per  cent  mnst 
be  paid  in  cash;  Arkansas.  $2,000  per  mile;  Maryland,  ID  per  cent  payment  on 
shares;  Virginia,  a  payment  of  $3  per  share  when  subscriptions  are  made;  New 
Jersey,  (10,000  per  mue,  and  a  deposit  of  ^.000  per  mile  when  the  articles  of 
association  are  filed,  which  latter  sum,  however,  is  returned  to  the  board  of  direct- 
ors when  the  road  is  completed.    This  is  suCQcient  to  show  existing  variations. 

GoiponiteUleandreservedilghta  of  the  State. — While  many  of  the  early  char- 
ters and  general  laws  were  unrestricted  in  their  nature,  it  was  not  long  before  a 
reaction  against  this  lack  of  restraint  set  in,  and  regulating  features,  more  or  lees 
adequate  in  their  nature,  were  introduced  in  charters  and  certificates.  Many 
such  charters  contained  in  one  of  their  conclnding  sections  the  proviso  that  tha 


land  and  the  United  States,  however,  it  has  been  held  that  the  mere  insertion  of 
snch  a  clanse  does  not  make  a  special  or  private  law  a  public  act,  and  that  nnlees 
a  charter  is  pnblic  by  the  natnre  of  its  contents  it  will  De  constmed  as  a  special 
act  when  passed  with  reference  to  a  particular  company  orgaoized  to  constrncta 
certain  road.  The  pnblic  importance  of  railways  and  the  vitol  connection  between 
them  and  the  social  and  economic  interests  of  the  States,  frequently  Jed  legis- 
lators into  a  good  deal  of  indul^nce,  especially  dnring  the  early  period  of  rail- 
way development.  The  limitations  o(  charter  rights  had  not  yet  been  established; 
ana  it  was  not  uncommon  for  incorporators  to  maintain  that  the  rights  and  priv- 
ileges granted  by  their  charter  were  absolute  and  nnrestrictfld.  Not  until  the 
advent  of  G^ranger  legislation,  culminating  in  the  leading  case  of  Mnnn  v.  Illinois, 
had  therightof  the  State  to  interfere  in  the  managementof  railways  incorpo- 
rated under  speciaj  charters  been  established;  and  at  the  present  time  nearly  two- 
thirds  of  the  States  have  statutory  orovisionB  reserving  to  the  respective  States 
the  right  to  alter,  amend,  or  repeal  the  franchise  of  any  corporation,  whether 
organized  nnder  special  or  general  law.  Reference  to  Part  111,  on  constltn- 
tional  provisions,  will  show  similar  limitations  placed  upon  franchises  by  State 
constitntions. 

The  nature  of  the  reserved  righto  of  the  States  and  the  limitationa  placed  npon 
the  corporate  life  of  railway  companies  are  iUnstrated  by  provisions  in  several 
States  here  inserted: 

Maine. — The  laws  of  Maine  provide  that  "  no  corporation  can  assign  its  charter 
or  any  rights  nnder  it;  lease  or  grant  the  lease  or  control  of  its  rigbt  or  any  part 
of  it,  or  fivest  itself  thereof,  without  consent  of  the  legislature."  In  addition,  all 
corporations,  whether  organized  under  special  or  general  laws,  shall  be  subject 
to  general  laws.  In  Maine  and  Masaachnsetts  the  State  may  amend  or  repeal  the 
charter,  or  the  Commonwealth  may  purchase  railways  on  1  year's  notice,  after 
SO  years'  corporate  existence. 

Michigan. — Legislation  in  Michigan  on  this  point  has  already  been  indicated. 

niiruyu.—la.  Dlinois  charters  are  granted  for  50  years,  with  the  privilege  of 
renewal  for  the  same  Jength  of  time;  and  a  law  of  1899  reserves  to  the  legislatore 
power  to  enact  laws  on  all  the  leading  topics  relating  to  corporate  existence. 

Iowa. — In  Iowa  companies  may  likewise  be  chartered  for  SO  years,  with  the 
privilege  of  renewal  for  as  many  more,  and  they  shall  eventually  be  subject  to 
legislanve  control.  The  legislature  may  alter,  abridge,  set  aside  the  charter,  or 
impose  new  condidons  which  it  deems  necessary  for  toe  public  good. 

Kansas. — Special  charters  which  do  not  designate  the  period  of  corporate  life 
continue  99  years.  The  legislature  has  power  to  extend  the  charter  period  as  it 
may  deem  proper. 

lviscon*tn.— The  legislature  of  Wisconsin  expreasly  reserves  the  power  to  pass 
laws  relating  to  reasonable  maximum  rates,  the  correction  of  abuses,  nnjnst  dis- 
crimination, and  for  the  protection  of  the  just  rights  of  the  pnblic.  Corpora- 
tions, however,  under  the  laws  of  this  State  "shall  continue  perx>etually." 

North  Carolina, ^Sixty  years,  unless  otherwise  provided  forin  the  act  creating 
the  same,  is  the  corporate  life  under  the  laws  of  North  Carolina. 

Louisiana. — This  State  limits  the  corporate  existence  to  99  years. 

Texas. — In  Texas  a  charter  is  forfeited  if  10  miles  of  the  proposed  road  are  not 
put  into  running  order  within  2  years,  and  20  miles  during  every  year  thereafter 
until  the  road  le  completed.  Charters  may  be  granted  for  a  period  of  50  years, 
mth  the  privilege  of  renewal  for  an  equal  number  of  years. 

Maryland  and  Rhode  Island  Ulustrate  an  entirely  different  type  of  statutory 
provision: 

iiAoifeJ«(an<i.— The  laws  of  Rhode  Island  prescribe  a  course  of  procednre  which 
appears  to  be  entirely  in  harmony  with  the  needs  of  onr  growing  railway  and 
industrial  systems.  In  that  State  the  general  law  alters  special  charters  when- 
ever the  latter  are  found  to  be  inconsistent  with  the  former. 

Maryland. — Exactly  the  opposite  Is  tme  in  Maryland,  where  the  adoption  of  the 
"  general  code "  is  not  to  affect  the  rights  and  privileges  granted  by  special 
charters. 

Provisions  found  in  the  laws  of  all  the  other  States  dealing  with  this  subject  at 
all ,  do  not  contain  anything  not  f onnd  in  what  has  here  been  presented. ' 


'aialM  Laving -rtatuiory  or  rtincltliilionfllproTlstniiii,  or  both,  directly  raiervlagW  thn»e  atai™  the 
power  to  nllor,  repeal,  or  nmenil  diarleni.  are  the  lollowlng:  ATkanauti.  Caliromla,  ColorHdo.  Indinna. 
Iowa,  Kanims,  MW«i>hiihelifl.  MlehlKsn,  MlwMppt,  Manlana.  New  Hampshire,  Now  York,  Nortli 
CamllDB,  North  Im  kola.  Oregon,  Pctinsj^lTanla,  Rhode  I  Bland.  South  Carolina.  South  Dakota,  Tcias, 
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Datermlnatlon  of  route. — Under  early  railway  methods  the  route  was  very 
indefinitely  indicated,  the  best  of  all  deacriirtionH  being  treqnently  contained  in 
that  clanse  in  the  ch^ter  naming  the  termini  of  the  road;  and  it  will  be  remem- 
bered that  not  all  of  the  termin)  were  mentioned  in  some  chartere,  bat  that  merely 
certain  zones  thonght  to  contain  "  eligible  points  "  were  loosely  indicated.  In 
other  charters  not  only  the  termini  bnt  one  or  more  important  intermediate  points 
were  designated;  in  Irat  very  few,  often  insignificant,  charters  was  the  entire 
ronte  described  withsnfflcientdefiniteness  to  enable  one  to  tell  beforehand  exactly 
where  the  railway  would  be  constructed.  The  conrs©  of  a  railway  is  a  matter  in 
which  the  pnblic  has  an  interest.  The  manner  in  which  the  right  of  eminent 
domain  has  been  exercised  has  depended  veiy  greatly  upon  the  extent  of  the 

Eiblic  interest  in  the  railwayin  qneation.  Before  the  charter  was  granted  to  the 
iverpool  and  Manchester  Railway— known  to  all  the  world  aa  the  first  important 
modem  railway — every  piece  of  land  to  be  crossed  by  the  proposed  railway  had 
to  be  described  and  the  exact  location  of  the  entire  line  definitely  determined 
before  the  charter  was  granted.  Sach  a  mode  of  procedure  had  been  practically 
unknown  in  the  United  States  until  more  recent  times.  Even  at  the  present  tinie 
great  competing  systems  quietly  send  out  their  surveyors  to  gain  an  advantage  in 
entering  new  sections  or  in  constructing  lines  which  will  shorten  the  ronto 
between  important  competitive  points.  It  is  not  uncommon  to  have  one  railway 
build,  section  by  section,  year  after  year,  until  finally  the  desi^,  which  mnit 
from  the  first  have  directed  the  movements  of  the  constructors,  dawns  upon  the 
public  miud  and  the  real  significance  of  what  appeared  to  be  perhaps  tne  con- 
struction of  a  subordinate  branch  becomes  apparent.  This  mav  or  may  not 
be  desirable;  that  is  immaterial.  The  fact,  however,  remains  that  important 
public  interests  are  affected  by  just  such  movements,  and  every  interest  which 
IS  thus  liable  to  be  affected  should  have  an  opportunity  to  be  heard  before 
such  important  induatri^  operations  are  undertaken.  No  State  in  the  Union 
has  legislated  in  this  respect  with  greater  care  and  completeness  than  Mas- 
sachusetts. The  laws  of  that  State  provide  that  the  termini,  together  with 
the  names  of  the  cities  and  towns  through  which  the  projected  road  or  branch  is 
to  run,  are  to  be  given  with  as  much  certainty  as  tne  nature  of  the  case  will 
admit.  The  articles  of  association  of  the  company  fostering  the  project  muat  bs 
published  in  each  county  once  a  week  for  a  period  of  three  weeks;  and  the  map 
of  the  proposed  route,  together  with  the  report,  must  be  submitted  to  the  mayor, 
aldermen ,  and  selectmen  of  the  different  uiunicipaltties  affected.  Public  hearings, 
after  due  notice  to  all  persons  interested,  are  also  provided  for. 

In  Maine  the  railroad  commissionere  must  approve  the  location  of  the  railway 
before  constiniction  is  begun.  Extensions  of  existing  lines  may  be  built  on  appli- 
cation to  and  approval  of  the  commission.  Frequently  the  more  remote  Statea 
are  less  restrictive  in  such  matters;  but  the  laws  of  Arkansas  make  it  obUgatorv 
for  the  company  to  file  the  map  with  the  county  clerk  of  every  county  througn 
which  the  proposed  railway  is  to  be  run,  for  the  inspection  of  all  persons  inter- 
ested. The  location  having  once  been  established,  no  modifications  in  the  line, 
exceeding  a  certain  distance,  are  permitted,  and  a  map  of  the  road,  together  with 
auch  mocUficatlons.  must  be  filed  with  the  secretary  of  state.  One  of  the  moat 
important  provisions  bearing  upon  this  question  is  found  in  a  recent  law  (ISW) 
of  TennesBee,  which  prohibits  one  railway  company  from  holding  exclusive  pos- 
session of  a  narrow  pass,  thus  preventing  another  railway  company  from  laying 
its  tracks  through  the  same.  Ir  the  pass  is  so  narrow  that  only  one  track  can  be 
laid,  joint  use  of  the  same  is  made  mandatory  npon  the  road  which  haa  built 
through  it.  No  point  named  in  thearticlesof  incorporation  can  be  avoided  under 
the  laws  of  California.  A  map  of  the  road  must  be  filed  with  the  secretary  of 
state  after  location.  Changes  in  the  line  must  also  be  filed.  In  Connecticut  a 
map  of  an  approved  route  must  be  filed  with  the  town  clerks  on  a  prescribed 
acate;  and,  ^ter  construction,  the  lineament  of  the  road  can  be  changed  only  by 
permission  of  the  board  of  commissioners.  Florida  charters  must  Btat«  the  place 
from  which  and  to  which  the  road  is  to  be  constructed;  its  length,  and  the  name 
of  each  county  through  which  it  runs.  However,  the  direction  of  the  road  may 
be  changed  by  a  vote  of  two-thirds  of  the  directors.  Similar  provisions  are  fonsa 
in  the  laws  of  Oeorgia. 

In  a  number  of  States  maps  are  not  required  to  be  filed  until  after  construction 
haa  begun  or  is  completed,  or  within  a  year  after  the  road  has  been  finished.  In 
Indiana,  on  the  other  hand,  a  map  must  be  filed  with  the  county  clerk  in  every 
coanty  named  in  the  articles  of  association  before  construction  can  be^.  U 
necessary,  the  route  may  be  changed,  but  no  place  named  in  the  articles  is  to  be 
avoided.  Kansas  also  requires  the  filing  of  a  map  with  county  clerks  before  con- 
struction; and  the  roadbed  may  be  changed,  but  not  the  general  route.  The 
map,  approved  by  the  president  and  secretly  of  the  railway  company,  tite  attor- 


nev-genersl,  railway  commiHioner,  and  secretary  of  state,  most  be  file<^  in  the 
office  of  the  regietrar  of  deeds  nnder  the  lawB  of  Michigan.  In  New  Hampshire 
the  railway  comniisBion  reports  to  the  HQpreine  court  on  the  poblic  utility  of  the 
proposed  road,  and  a  map  of  the  same,  if  conetructed,  must  be  tiled  within  1  year 
after  the  railway  is  opened;  and  the  railway  commiBBioner  may  authorize  a 
change  in  the  location  and  aaeess  damages  cauned  thei'eby.  The  New  York  rail- 
way commisaion  has  power  to  approve  or  disapprove  railway  projects;  persons 
interested  are  given  a  hearing;  and  a  map  must  be  filed  before  construction 
begins.  In  North  Carolina  the  charter  must  he  hied  within  a  reasonable  time 
after  construction.  Petitions  mast  be  presented  to  the  "statutory  court'' if  the 
proposed  route  appears  objectionable  to  the  commissionerH.  To  alter  the  route 
by  a  two-thirds  vote  of  the  board  of  directors,  to  deflect  a  ronte  from  a  certain 
city  by  a  two-thirds  vote  of  the  council,  are  the  privileites  enjoyed  by  railway 
companies  chart^ered  under  the  laws  of  North  Dakota.  In  that  State  they  are  also 
required  to  file  a  naap  at  any  time  within  6  months  after  dehnite  location  hae 
been  decided  upon.  The  names  of  the  termini  and  the  counties  through  which 
the  proposed  railway  runs  must  be  filed,  under  the  laws  of  Ohio.  For  good  rea- 
sons a  change  in  the  route  may  be  made,  bat  the  secretary  of  state  must  be 
notified  thereof,  and  all  subscribers  and  all  persons  who  subscribed  for  the  former 
route  must  be  released  from  their  obligations.  In  Wyoming  the  law  simply 
declares  that  railway  companies  may  exercise  the  right  of  eminent  domain  in 
locating  or  relocating  lines.  This  was  a  common  provision  in  early  charters, 
nnder  which  railway  companies  were  empowered  to  locate  and  to  relocate  the 
respectdve  roads  at  their  pleasure.  Appi'oximately.  one-half  of  the  States  have 
statutory  provimona  governing  the  location  of  railways;  and  only  a  few  cause 
accurate  surveys  and  maps  to  be  miade,  so  that  the  exact  location  of  a  road  may 
be  known  before  conatraction  begins. 

Equlpmont. — The  subject  of  safety  in  railwajr  transportation  has  been  one  of 
the  most  prolific  sources  of  railway  legislation  in  recent  fears.  There  are  few 
topics  about  which  so  many  different  laws  have  been  passed,  and  perhaps  none  in 
regard  to  which  more  separate  acts  have  been  approved  by  the  various  legisla- 
tures. A  majority  of  these  laws  relate  to  mechanical  appliances  and  the  physical 
condition  of  the  road,  while  numerous  others  have  in  view  the  improvement  of 
cars  and  stations,  in  so  far  as  these  affect  the  comfort  and  health  of.  passengers. 
Numerous  police  regulations  also  appear  upon  the  statute  books  of  recent  ^ears, 
relating  chiefly  to  subjects  like  stealing  rides  on  trains,  shooting  at  trams  or 
throwing  missiles,  destruction  of  railway  property,  interference  witn  railway  sig- 
nals, destro^K  tracks,  or  other  things  affecting  the  safety  of  traffic,  A  move- 
ment is  noticeable  to  encourage  theabolition  of  grade  crossings  and  to  guard  these 
more  carefully  in  the  many  places  where  they  still  exist.  Bringing  trains,  to  a 
stop  at  railway  crossings,  or  permitting  them  to  pass  without  stopping  in  case 
interlocking  switehes  are  used;  the  construction  of  switches  and  the  use  of  keys 
for  the  same;  the  blockingof  frogs,  in  order  to  prevent  feet  of  workmen  from  being 
canght  in  them;  and  similar  subjects,  relating  to  safety  in  the  construction  of 
tracks,  have  called  forth  numerous  recent  laws.     An  old  and  ever-continnint^  suh- 

5 'ect  for  legislation  is  that  of  fences,  cattle  guards,  bells,  whistles,  ete.  The  mtro- 
luction  of  automatic  couplers  has  been  greatly  promoted  by  the  legislatures  of  a 
number  of  leading  States,  as  well  as  the  use  of  continuous  train  brakes.  In  a  few 
laws  the  number  of  brakeman  for  every  train,  or  for  a  certain  number  of  cars,  is 
also  prescribed.  Several  laws  regulate  the  question  of  precedence  among  trains, 
and  in  almost  all  States  laws  have  been  passed  regalatmg  the  speed  of  trains  in 
cities— although  these  are  most  commonly  limited  by  municipal  ordinance — in 
crossing  each  other's  tracks,  and  in  crossing  bridges.  In  the  southern  States  the 
law  commonly  provides  for  separate  coaches  for  white  and  colored  persons;  in 
others,  the  heating  of  cars  and  coaches  is  made  compulsory.  Fresh  water  must 
be  supplied  at  stations  and  in  coaches,  and  the  necessary  conveniences  for  per- 
sonal comfort  provided  on  trains  and  in  railway  stations.  In  a  few  coses  the 
laws  provide  for  the  examination  of  employees  and  the  licensing  of  engineers,  and 
prohibit  the  employment  of  persona  addicted  to  drink,  The  adequacy  with  which 
individoal  States  deal  with  one  or  more  oE  these  topics  will  be  illustrated  by  the 
summaries  of  the  taws  upon  these  points  in  several  leading  States. 

Alabama. — Speed  of  trains  in  cities  regulated;  freshwater  supplied;  separate 
coaches  for  wlute  and  colored  persons;  conductors  may  assign  seats  to  colored 
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Connecticttt. — Groeeinga  regulated  and  frogs  locked  in  the  manner  prescribed 
by  the  oommiBsiDn;  safety  cnaplers,  approved  by  railway  commission,  required; 
8p«od  of  trains  regulated  bv  the  commission:  nnmber  of  brakemeii  varies  with 
^leed  and  equipment  of  trains;  fresh  water  to  be  supplied,  and  engineers  sworn 
to  obey  the  law. 

New  yorib.— Automatic  couplers;  automatic  air  brakes  for  every  trun,  snfB- 
cient  to  control  train;  railroad  commiHsion  Hnpervises  the  construction  of 
switches  and  signals;  tunnels  properly  lighted  ana  ventilated;  when  set-offs  are 
need  in  cars,  the  commission  may  approve  or  disapprove;  railway  croeainge 
according  to  law. 

(^io — Antomatic  couplers,  and  interlocking  switches  at  grade  crossings,  gnbjeot 
to  the  approval  of  the  commission;  commission  to  prescribe  speed  of  trains  over 
bridges;  ciossings  constructed  according  to  law;  engineers  addicted  to  drink  not 
to  be  employed,  r 

In  recent  yaars  the  commission  laws  of  different  States  have  provided  for  the 
reporting  of  accidents  to  passeiwers  and  employees.  These  reports  are  freque^tlj 
made  to  the  commission  in  the  formH  prescribed  by  that  body.  In  some  cases  it 
is  made  the  dnty  of  the  commission  to  investigate  railway  accidents.' 

Qo^ty  of  nervice. — Legal  provisions  falling  under  this  head  are  closely  related 
to  the  topics  discussed  in  the  section  immediately  preceding.  Under  the  head  of 
equipment,  however,  physical  conditions  were  chiefly  considered  in  their  bearii^ 
upon  Mfety  in  travel.  Althonghnnmeroaslawsonthis  subject  have  been  enacted, 
on  the  whole  the  physical  side  of  railway  transportation  has  presented  fewer  dif' 
ficulties  from  the  point  of  view  of  reflation  and  control  than  many  others; 
because  the  immediate  self-interest  of  railway  companies  made  the  prevention  of 
accidents  necessary,  and  for  this  reason  uninterrupted  progress  has  oeen  made  in 
the  application  of  those  appliances  which  make  modem  railway  travel  so  very 
safe  to  passengers  and  constantly  less  and  less  dangerons  to  employees.  Recent 
laws  compelling  the  introduction  of  automatic  couplers  and  air  brakes  Olostrate 
this  snfBciently.  In  the  present  paragraphs  relatively  little  attention  will  be  paid 
to  physical  conditions.  These  will  be  assumed;  but  the  question  that  directly 
concerns  us  hero  is  that  of  State  Influence  on  the  operation  of  trains  when  they 
have  once  been  put  into  service. 

Train  •ervlce. — The  general  laws  of  nearly  all  the  States  contain  a  more  or  less 
definite  provision  to  the  effect  that  trains  shall  be  ran  "at  regular  times"  (to  use 
the  phrase  of  New  York) ,  that  bulletin  boards  sbaU  be  put  np,  and  that  trains 
running  on  other  than  schedule  time  shall  be  duly  announced  on  these  boards. 
About  one-fourth  of  the  States,  however,  contain  more  definite  provisions,  wider 
in  their  scope  and  looking  toward  a  more  direct  control  of  the  train  settee.  In 
Alabama  trains  may  be  made  to  stop  at  all  stations  advertised  and  at  county 
seats.  Under  certain  conditionsdonble-deckcarsmuBt  be  provided,  and  the  speed 
of  trains  in  cities  is  re^pilated.  On  petition  of  50  citizens  every  train  must  stop 
in  the  city  of  the  petitioners,  according  to  the  laws  of  Arkansas;  balletin  boards 
must  be  provided  and  trains  ran  at  regular  intervals;  whOe  provisions  similar  to 
those  of  Alabama  govern  the  use  of  double-deck  cars.  In  California  the  railway 
company  may  regulate  the  number  and  frequency  of  trains,  subject  to  the  leg^- 
lature.  Colorado  laws  compel  trains  to  stop  in  cities,  and  give  railwav  companies 
the  power  to  designate  loadmg  points.  At  these  points  cars  shall  be  fumished  in 
proportion  to  need;  and,  in  case  of  failure  on  the  part  of  the  railway  company  to 
provide  them,  for  one  reason  or  another,  an  appeal  may  be  taken  to  the  railway 
commission.  The  laws  of  Connecticut  are  more  detailed  on  this  topic  than  those 
of  nearly  all  the  other  States.  On  petition  of  30  citizens  the  railway  commiBsion 
may  order  trains  to  stop  whenever  they  pass  within  11  miles  from  a  village;  sta- 
tionsmaybe  establish^  on  petition,  and  the  same  are  not  to  be  diaoontitmed 
without  the  assent  of  the  commission.  Railway  companies  are  obliged  to  make 
proper  connections.  The  Florida  railway  commission  has  power  to  establish 
train  schedules.  In  Minnesota,  in  case  a  sufficient  number  of  cars  can  not  be 
provided  for  all  applicants,  the  same  shall  be  distributed  proportionately  among 
them.  North  Dakota  railways  are  by  law  compelled  to  run  one  train  each  way  on 
each  week  da^ .  Power  to  control  time  tables,  and  conroquently  that  of  the  fre- 
quency of  trains,  is  given  to  the  South  Carolina  commission. 

>  lu  addillon  (o  thoao  above  mentioned  the  tollowing  States  have  fairly  complete  >I«tutOTy  provl. 
doiu  on  tlie>«  nibJccU:  Illinois,  Kentucky,  Maine,  Slchlgan,  Nebrsulia,  New  HMnpflilie,  Rhode 
Inland,  South  Caronna,  Vermont.    Othei  atntea.  at  whl<^li  tlie  laws  arc  lew  complete  or  practically 


'anting,  are:  Arizona,  Idaho,  Kaixwi,  Loulxiana,  Maryland,  Montana,  Nevada,  No«  ,....-.,, 

.._.__    ^,,^]j^  Carolltia,  Orcion,  IVntuylvanla,  BoQtli  Dakota,  Tennence,  Teiaa,  Uuh,  Vl^tila, 

power  lo  invwitlgale  accldenlii  arc  thoec  of  MitaMChuaclW. 


Waahlngton  Wcat  Vlnttnla.  Wis. 

■Amotw  the  commfmionii  tlia. , ._  ._ „ „ 

(■"oneolftnt,  Maine,  New  Hamp^lie,  Hhodc  Island,  New  York,  Ohio,  North  Carolina,  and  Vlrglida. 


to  supply  CBTB,  withoot  preference,  to  applicanta.  A  shipper  applying  for  10  cars 
or  more  is  to  be  famlBhed  with  them  in  3  days;  if  the  c^l  is  tor  50  care  or  more 
the  same  are  to  be  supplied  within  10  dava.  As  a  protection  to  the  railway  com- 
pany the  same  may  reqnire  ehippers  t«  deposit  one-fourth  of  the  freight  rate  on 
the  contemplated  Bhipment  as  a  condition  of  delivery  of  cars;  and  this  deposit  is 
forfeited  in  case  the  cars  are  not  loaded  within  48  hours.  In  addition,  the  ship- 
per may  be  fined  for  actnal  damaees  anstained  by  the  railway  company  for  his 
failnre  to  load  the  cars  ordered  by  him. 

With  this  we  have  practically  exhausted  the  legal  proviBions  of  the  States 
bearing  directly  npon  uie  frequency  of  trains  and  the  aelivery  of  cars.  Under 
the  heading  of  aiscriminations  the  same  will  be  indirectly  reverted  to;  because,  as 
is  yreU  known,  failure  to  supply  cars  has  been  one  of  the  most  common  forma  of 
dlBcrimination.  The  subject  of  publicity  of  rates  will  indirectly  con tribnte  some- 
thiog  to  this  topic,  because  the  same  statutory  provisions  dealing  with  one,  in 
many  instances,  also  deal  with  the  other.  The  question  of  rates,  being  so  impor- 
tant, will  be  taken  up  with  much  more  detail  later  on,  and  for  that  reason  train 
service  and  the  publication  of  schedales  may  be  dismissed  for  the  present. 

ThrouKb  trains,  ront«s,  and  talUa  of  lading.— Many  of  the  earlier  charters  and 
practically  all  the  later  charters  and  general  lawa  provide  that  railway  companies 
shall  permit  connectiona,  junctions,  and  intersections  with  other  respective  lines. 
Apart  from,  this  no  direct  attempt  was  made  to  control  through  shipments  and 
tbrough  service  in  general.  This  is  primarily  a  question  of  interatato  commerce 
and  largely  ont  of  the  control  of  State  authorilies.  The  Interstate  Commerce  Com- 
mission has  handed  down  a  large  number  of  decisionB  bearing  upon  questions  of 
through  rates,  routes,  and  bills  of  lading,  and  also  on  the  choice  of  routes  when 
goods  may  be  directed  over  different  ones  varying  in  length  and  cost  of  transpor- 
tation. The  principle  has  perhaps  been  well  establishea  that  railway  companies 
are  bound  to  obey  tne  directions  of  the  shipper,  and  that  without  e^licit  direc- 
tions the  shortest  and  least  expensive  route  possible  mast  be  chosen  for  the  con- 
signment of  goods.  The  lefpslatures  of  about  one-third  of  all  the  States  have 
touched  upon  this  sabject  in  their  enactments,  and  some  of  them  have  passed 
fairly  comprehensive  laws  n[>on  it.  The  laws  of  Connecticut  give  the  railroad 
commission  the  general  power  to  regulate  the  exchange  of  passengers  and  bag- 
gage. In  Florida  other  railways  may  be  authorized  to  ent«r  terminals  and  union 
stations  of  competitive  lines,  and  two  or  more  railways  in  the  same  town  may  be 
required  to  erect  union  stations.  In  addition,  the  Florida  commission  has  the 
general  power  to  order  adequate  and  proper  railway  facilities.  In  case  railwajrs 
send  goods  over  a  longer  route,  when  a  shorter  one  could  have  been  osed,  no  more 
shall  be  charged  for  tran^wrtation  over  the  longer  line.  The  laws  sperff y  that 
transportation  shall  be  directed  over  the  shortest  and  most  convenient  route. 
The  Georgia  railway  commission  has  power  to  establish  joint  rates,  and  it  is  the 
duty  of  this  commission  to  investigate  through  rates,  and,  if  necessary,  to  make 
representations  before  the  InterBtate  Commerce  Commission.  Likewise,  in  Iowa, 
the  conuuiBeioa  may  establish  joint  through  rat«s  and  copies  of  auch  joint-rate 
Bchedulesmade  by  the  raUway  company  shall  be  filed  with  tnis  body.  The  llaine 
law  of  1809  governing  leases  and  contracts  expressly  provides  that  none  of  the  provi- 
sions governing  contr&cts  among  railways  shall  be  construed  to  prevent  agreements 
between  such  corporations  "allowing  the  trains  of  onetorun  over  the  road  of 
another,  both  corporations  assenting  thereto."  Under  the  Minnesote  law  joint 
rates  may  be  established  on  demand,  and  under  the  law  of  1899  the  railway  com- 
mission la  given  direct  power  in  establishing  joint  rates  npon  snch  important 
objects  of  traffic  as  grain,  flax,  lumber, coal,  and  live  stock.  A  rather  stringent 
law  was  enacted  in  Missouri  in  1899.  It  gives  the  railway  commission  power  to 
order  close  connections  of  competing  lines,  when  such  connections  will  not  cause 
serious  injury  to  one  or  more  of  the  roads  in  question;  and  in  case  of  refusal  on 
the  part  of  the  railway  companies  to  make  tnese  connections,  under  conditions 
determined  by  the  commission,  a  fine  of  from  $500  to  H  ,000  may  be  imposed. 
Copies  of  all  contracts  for  joint  rates  must  be  filed  with  the  Nebraska  board  of 
transportation.  The  corporation  commission  of  North  Carolina  has  power  to 
esteblish  throngh  rates  and  to  approve  contracts  for  the  division  of  earnings  in 
suchcaaea.  The  law  of  North  Dakote  guarantees  ample  facilities  for  transferring 
foeigbt  and  passengers  from  one  line  to  another,  and  prescribes  that  no  railway 
company  sh^l  do  anything  which  may  interfere  with  shipments  of  freight  from 
being  continuous.  In  18W  South  Carolina  enacted  a  law  making  connections 
compnlsorv,  and  providing  that  the  expense  involved  in  making  such  arrange- 
ments shall  be  borne  ratably  in  accordance  with  the  orders  of  the  commission. 
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Older  laws  proTide  for  throagh  blllg  of  lading.  The  lawe  of  Texaa  compel  the 
TKilwav  companies  to  receive  freight  from  connecting  lines.  Penalties  are  impoeed 
for  collecting  more  than  the  charges  specified  in  the  bUl  of  lading,  and  goods  are 
*    '  w  delivered  on  the  payment  of  the  amount  named  in  the  bill.    In  WiscQuain, 
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mplaint,  the  raUway  commissioner  shall  Lnvestigate  comiections  made 
between  railway  companies,  and  if  bo  thinks  the  case  of  sufficient  importance  he 
shall  bring  the  same  before  a  board  coinposed  of  the  commissioner,  the  attorney- 
general  ,  and  the  Kovemor,  who  shall  try  the  case  and  make  a  proper  order  in 
accordance  with  ineir  findings.  Perhaps  a  half-dozen  additional  States  have  laws 
specifying  that  railway  companies  shall  permit  an  interchange  of  bnsiness;  that 
track  connections  shall  be  made  on  demand,  and  analogons  provisions.  If  ore 
than  one-half  of  the  States,  it  will  be  noticed,  have  thos  far  fuled  to  provide  b^ 
law  for  matters  relating  to  tbrongh  trafBc.  To  what  extent  tiie  Federal  law  on 
interstate  commerce  and  the  powers  given  to  the  Interstate  Commerce  Commis- 
sion makes  this  nnnecessary  or  nndesirable  lies  ontdde  the  province  of  tJus  report. 
Consolidation  and  pooling — The  assnmption  on  which  State  and  Federal  rail- 
way legislation  largely  rests  is  that  of  free  and  onrestricted  competition  among  iba 
rajlwaysof  tbeconnti?.  Provisionson  consolidation  were  rather  common  among 
early  cnarters  and  are  almost  aniversol  in  case  of  later  charters  and  gener^  laws. 
Pooling,  whether  regarded  as  an  end  in  itscjf  or  as  a  stage  in  the  growth  of  con- 
eolidahons,  has  received  mnch  less  attention  at  the  hands  of  State  legislatures 
than  discriminations,  for  more  than  one-half  of  the  States  have  no  statntory  pro- 
visions governing  pooling  contracts  or  in  any  way  recognizing  them.  Among 
economic  students  it  is  a  familiar  fact  tMt  railways  are  not,  like  many  other 
indnstries,  subject   to   the  laws  of  competition;   that  competition  acts  only 


within  narrow  Umite  among  lines  of  railways.  Bnt  the  accuracy  or  inaccnracy 
of  the  assumptions  of  our  laws  is  not  the  problem  before  us.  We  are  concerned 
here  primarily  with  the  stetement  of  facta  in  regard  to  legislation  governing  rail- 


way consoIidationB  and  pooling. 

Consolidatlona — Legislation  nnder  this  head  falls  into  two  groups.  On  the  one 
hand,  those  laws  which  either  directly  or  in  a  modified  form  permit  consolida- 
tions among  all  clofises  of  railways;  and,  on  the  other  hand,  laws  which  prohibit 
consohdatioo  among  parallel  or  competing  lines  bnt  permit  it  in  cases  of  continu- 
ous lines  of  railway.  In  a  number  of  States  like  Ifichigan,  Maryland,  Oeorgia, 
and  Missouri  laws  governing  the  consolidation  of  continuous  lines  are  very  e^b- 
orate.  It  is  common  to  specify  a  certain  number  of  days'  notice  which  must  be 
given  to  shareholders  when  action  upon  consolidation  schemes  is  to  be  taken. 
The  number  of  votes  requisite  to  approve  the  consolidation  contract  is  usnally 
prescribed,  and  varies  from  a  unanimous  to  a  majority  vote— a  two-thirds  or 
three-fourths  vote  of  the  stockholders  being  most  common.  It  is  worth  while 
briefly  to  indicate  the  contents  of  a  few  typical  laws  of  this  kind. 

Qeorgia  permits  the  consolidation  of  continuous  lines  and  the  leaang  of  other 
railways,  but  all  contracts  must  be  recorded,  and  suit  for  the  unlawful  acquisi- 
tion of  railway  lines  may  bo  brought  in  any  county  through  which  the  same  mns. 
Under  the  statutes  of  Maryland  one  railway  company  may  acquire  Uie  jmiperty 
and  rights  of  other  railway  companies,  but  articles  governing  snoh  acquisition 
and  control  must  be  filed  with  the  secretary  of  state.  In  Michi^n  these  con- 
tracts have  no  force  before  a  duplicate  copy  has  been  filed  in  the  office  of  the  sec- 
retary of  state  and  the  articles  of  consoudation  have  been  submitted  to  and 
approved  by  a  board  consisting  of  the  attorney-general,  commissioner  of  railroads, 
and  the  secretary  of  state.  In  Wisconsin  parallel  or  competing  lines  are  enjoined 
from  consolidating,  but  the  fact  whether  or  not  such  lines  are  competitive  may 
be  determined  by  jury.  To  quote  the  laws  governing  this  topic  in  foil  even  in  one 
or  two  States,  would  unduly  increase  the  volume  of  this  report  without  adding 
anything  of  vital  importance  to  ite  contents;  and  it  may  therefore  suffice  to  give  a 
brief  extract  from  one  of  the  most  condensed  stetutory  provisions  of  this  kind; 
"Any  railroad,  canal,  or  other  corporation,  or  the  lessee,  or  porchaser,  or  man- 
ager of  any  railroad  or  canal  corporation,  shall  consolidate  tne  stock,  property, 
or  franchises  of  such  corporation  with,  or  lease  or  purchase  the  works  or  fran- 
chises of,  or  in  any  way  control  any  other  railroad  or  canal  coiporation,  owning 
or  having  under  its  control  a  parallel  or  competing  line:  and  the  question  whether 
railroads  or  canals  are  parallel  or  competing  lines  shall,  when  demanded  by  the 
party  complainant,  be  decided  by  a  jury  as  m  other  civil  issues."  This  is  illus- 
trative of  the  proyisions  in  two-thir^  of  the  States.  Only  a  few,  like  Delaware, 
Oregon,  and  Rhode  Island,  are  silent  on  this  point. 


that  is,  State  radlways— may  consolidate,  but  Gonsolidaticai  with  fOTeign  raUwKys 


is  prohibited  except  with  theconsentoF  the  legislatiire;  ondalawof  IBOOexpreBaly 
provides  that  r&iJw&jr  companiee  may  acquire  the  rights  of  other  companieB. 
While  New  York  laws  prohibit  the  consolidation  of  parallel  lines,  snch  consolida- 
tion "may,  neverthelesB,  be  permitted  by  authority  of  the  railway  commiaeioii. 
New  York  provisionn  for  the  conaolidatioa  of  continnoDH  lines,  like  those  of  Ohio 
and  Michigan,  are  extremelv  elaborate.  In  Maeeachndetts  the  consolidations  are 
subject  to  the  approval  of  the  railway  commission;  and  in  Florida  contracts  for 
the  consolidation  of  competing  lines  are  nltra  Tires  unless  approved  by  the  com- 


Withont  dnplicating  farther  legal  provisions  bearing  upon  both  types  of  con- 
solidation, the  lack  ot  uniformity  upon  this,  as  upon  so  many  other  questions,  is 
apparent.  When  we  view  the  facts  of  railway  Mstory,  the  steady  and  uninter- 
rupted consolidations  which  have  absorbed  line  after  line,  on  the  one  hand,  and 
the  contemporary  ezistence  and  ffrowth  and  dnplication  of  laws  attempting  to 

Kvem  these,  on  the  other  hand,  the  conclusion  is  irresistible  that  somehow  these 
va  did  not  accomplish  the  purposes  for  which  they  were  enacted.  The  wisdom 
of  the  purposes  of  tnese  laws  may  be,  and  is,  seriously  questioned  by  students  of 
railway  tranHportation ;  bat  that  is  not  the  problem  before  ua.  We  are  concerned 
simply  with  the  facts  of  the  law,  and  these  facts  clearly  and  unequivocaUv  reveal 
a  wide  disparity  between  the  provisions  of  law  and  the  facte  of  railway  aevelop- 
ment. 

Pooling. — Both  the  interstate-commerce  act  and  the  abtitrust  law  prohibit  pool- 
ing. The  Trans-MiBBonri  Freight  Association,  the  Joint  TraQlc  Association,  and 
other  cases  have  finally  decided  the  illegality  of  all  combinations,  just  or  unjust, 
good  or  bad,  for  the  maintenance  and  control  of  rates,  the  restraint  of  competition 
or  the  arbitrary  interference  in  any  other  way  with  the  free  play  of  competitive 
forces.  For  many  years  pooling  was  a  favorite  and  one  of  the  moet  efficient 
agencies  in  checking  destructive  competitios  and  in  maintaimng  reasonable  rates 
and  equitable  relations  among  railways.  Lees  than  one-half  of  the  States  have 
prohibitive  legislation,  directly  or  indirectly,  on  the  subject  of  pooling,  and  only 
about  a  dozen  prohibit  this  practice. 

' '  That  it  shall  be  anlawfnl  for  any  common  carrier  subject  to  the  provisioas  of 
this  act  t«  enter  into  any  contract,  agreement,  or  comlnnatiou  with  any  other 
common  carrier  or  carriers  for  the  pooling  of  freight  of  different  and  competing 
i-ailroads,  or  divide  between  them  the  aggregate  or  net  proceeds  of  the  earnings 
of  snch  railroads,  or  any  portion  thereof;  and  in  the  case  of  an  agreement  for  the 
pooling  of  freight  rates  as  aforesaid,  each  day  of  its  continnance  shall  be  deemed 
a  Heparate  offense." 

In  words  identical  with  or  similar  to  these,  the  pooling  of  freight  or  the  division 
of  business  is  prohibited  in  Arkansas,  California,  Iowa,  Kansas,  Minnesota, 
Nebraska,  North  Dakota,  South  Dakota,  and  Wisconsin. 

A  group  of  States,  a  little  smaller  than  the  one  just  given,  oontains  laws  bear- 
ing less  directly  and  rigidly  upon  pooling  contracts.  The  New  York  law,  for 
instance,  authorizes  the  railroad  commission  to  gather  information  on  Dontracte 
and  agreements  entered  into  between  railway  companies.  The  laws  of  North 
and  South  Carolina  make  it  the  duty  of  their  respective  commissions  to  examine 
and  approve  or  disapprove  the  contracts  among  railways.  In  Vermont  Uie  com- 
mission is  charged  with  the  prevention  of  unlawful  combinations  to  increase 
rates.  SimUar  administrative  supervision  of  contracts  is  provided  for  in  the  laws 
of  Florida,  Qeorgia,  New  Hampshire,  Texas,  and  Ohio.  More  than  one-half  of 
the  States  have,  consequently,  no  laws  regulating  pooling. 

Tickets:  Bc^pimg^  redemption  of  unused  tickets,  paBses. — The  public  has 
long  been  familiar  with  armaments  for  and  against  ticket  brokerage,  commonly 
called  scalping.  Irrespective  of  the  merits  of  the  arguments  on  either  side,  the 
fact  can  hardly  be  disputed  that  scalping  may  seriously  rednoe  the  revenue  of 
rnilwav^,  become  an  agency  of  discrimmations  and  other  abuses,  and  in  the  hands 
of  weak  roads  provide  the  latter  the  means  through  which  they  may  dictate,  in  a 
measure,  at  least,  to  the  stronger  and  larger  systems.  In  all  but  a  dozen  States 
ticket  brokerage  is  extra-legal;  that  is,  the  law  has  ignored  the  subject,  unless  we 
nnduly  extend  the  meaning  of  snob  general  provisions  as  that  found  in  the  laws 
of  California,  that  noways  shall  provide  tickets.  In  Connecticut  the  railway 
commission  may  regulate  the  sale  of  tickets  and  prescribe  hours  during  which 
ticket  offices  may  do  business.  South  De^ota  stands  alone  in  that  it  e^ressly 
authorizes  scal[>ing.  "Any  person  having  an  established  place  of  business  *  *  * 
sh^  have  the  right  to  buy,  sell,  and  exchange  passage  tickets.  ■  •  •  Any  per- 
son Durchasing  a  ticket  from  the  authorized  oSlce  •  *  *  shall  have  the  rCgfat 
to  eeW  Ms  ticket  or  tickets  to  any  person  doing  businessunder  this  act."  (Bevued 
Statutes,  1899,  gg  8900,  8961.)    Vulages  and  cities  may,  however,  regulate  this 
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business  D^  law.  Not  nearly  so  wide  in  its  scope  is  the  Alabama  proriBlon 
licenMng  ticket  brokers  ot\  paying  a  fee  of  350  in  towns  of  10,000  or  ot^.  In 
smaller  towns  a  fee  of  $20  is  exacted.  In  Colorado  all  tickets  are  transferable. 
Tickets  are  limited  as  to  time,  bat  not  as  to  person. 

On  the  question  of  free  transportation  and  passes,  New  Jersey  occnpies  a  pos  - 
tion  as  onique  as  that  of  South  Dakota,  in  that  the  laws  of  this  State  enumerate 
certain  State  officers  who  shall  be  permitted  to  ride  free.  Host  of  the  States 
that  have  legislated  on  acalpine  have  in  the  same  act  inserted  provisioos  relating 
to  the  redemption  of  nnnsed  tictets  or  nnnsed  portions  of  tickets.  The  lists  are  n<^ 
entirely  Identical,  scalping;  being  pi-ohibtt«d  without  providing  for  the  redemption 
of  tickets,  and  vice  versa,  in  a  few  States.  The  natnre  of  legislation  of  this  kind 
may  be  illustrated  by  the  follon-ing  (Laws  of  Maine,  18B9,  chap.  OS): 

"Section  1.  Nopersonother  than  a  duly  authorized  agent  of  the  railroad  com- 
pany issning  the  same  shall  sell,  offer  for  sale,  or  rent  any  railroad  mileage  book 
or  any  coax>cins  therefrom,  or  any  other  railroad  tickets  limited  to  the  use  of  a 
person  or  persons  thereon  specified  at  the  time  of  its  issuance  by  the  railroad 
company,  nnderapenaltyof  not  less  than^lO  nor  more  than  $100  for  each  ofFense, 
to  be  recovered  on  complaint. 

"  Sectiok  3.  No  person,  other  than  the  one  spegified  in  any  railroad  mileage 
book  or  other  railroad  ticket  limited  to  the  use  of  the  person  or  persons  specified 
thereon  at  the  time  of  its  issuance  by  the  railroad  company,  shall  offer  for  pas- 
sage or  in  payment  for  transportation  on  any  railroad  any  snch  mileage  book  or 
conpons  therefrom,  or  any  ouier  railroad  ticketlimlted  as  aforesaid,  under  apen- 
alty  of  not  less  than  $1  nor,  more  than  $10  for  each  oSense,  to  be  reooTered  on 
complaint. 

"  SEcTtON  8.  Any  railroad  companj^  which  shall  issue  a  mUeage  book  limited  to 
the  person  or  persons  named  therein,  shall,  upon  presentation  thereof  by  the 
person  to  whom  such  book  was  issued  or  his  legal  representatives,  at  some  one  or 
more  of  its  principal  stations  in  each  county  through  which  its  road  mns,  to  be 
designated  by  sucn  company,  at  anytime  aft^roneyearfrom  the  time  when  such 
book  was  issued,  redeem  all  the  coupons  then  attached  to  such  book  at  the  same 
rate  ^r  mile  as  such  mileage  book  was  sold  at." 

A  similar  law  passed  by  the  legislature  of  New  York  has  recently  been  declared 
nnconstitntionar.  Other  States  prescribing  the  sale  of  railway  tickets  through 
authorized  officers  are:  Florida,  Illinois,  Minnesota,  Hontana,  New  Jersey,  Iowa, 
Texas,  and  Pennsylvania.  In  Montana  the  railwav  company  must  provide  its 
agents  with  certificates  which,  when  presented  to  the  secretary  of  state,  entitle 
the  holder  to  a  certificate  authorizingmm  to  sell  tickets  for  the  railway  in  qne»- 
tion  on  the  payment  of  $1.    Selling  tickets  without  such  a  license  is  unlawfiu. 

The  redemption  of  nnoaed  or  nnnsed  portions  of  tickets  has  been  provided  (or 
by  law  in  Pennsylvania  since  1883.  Other  States  having  statutory  requirements 
to  this  effect  are  Alabama,  Florida,  Illinois,  lowu,  Uichigiui.  and  Minnesota. 

Laws  governing  the  free  transportation,  or  transportation  at  reduced  rates,  of 
certain  persons  or  classes  of  persona  have  been  enacted  in  less  than  one-fonrth  of 
the  States,  most  of  these  making  it  a  misdemeanor,  punishable  by  a  fine,  forfei- 
ture of  office,  or  otherwise,  for  persons  holding  pnblic  offices  to  accept  passes  or 
tickets  at  rates  other  than  those  charged  to  the  public  at  large.  Excursion  and 
oommutatiDn  tickets  and  reduced  rates  for  exhibitions,  fairs,  political  and  otbvr 
gatherings  may  still  be  granted,  as  well  as  special  favors  extended  to  charitable, 
reluiiouB,  reformatory,  and  other  institutions.  States  having  legislated  on  this 
topfo  are  Alabama,  Arkansas,  California,  Colorado,  Florida,  MawachuBetts, 
JuseiBBippi,  Miasonri.  North  Dakota,  Pennsylvania,  Virginia,  Wisconsin,  In 
most  of  tnese  the  law  takes  the  form  of  positive  prohibition  of  the  acceptance  of 
paMce  on  the  part  of  public  officials.  In  1890  Minnesota  passed  a  law  making  It 
obligatory  for  railway  companies  to  grant  free  transportation  to  shippers  of  car- 
loaa  lots  of  live  stock.  Free  baggage  is  expressly  provided  for  by  the  laws  of  a 
number  of  States,  150  pounds  being  the  usual  exemption  on  first-class  tickets. 
In  recent  years  laws  declaring  bicycles  baggage  have  been  enacted  in  a  number 
of  States. 

Iions  and  aliOTt  baula.— With  the  exceptioii  of  diacrimioatlons  and  reason- 
able rates,  there  is  no  subject  which  the  decimons  of  the  Interstate  Conunerce  Com- 
mission touch  more  frequently  than  that  of  long  and  short  hauls.  During  the 
period  covered  by  its  first  annual  report  58  petitions,  representing  95  different 
railways,  were  presented  to  this  body  for  relief  under  the  fourth  section  of  the 
InteTBtate-commerce  law,  commonly  known  as  the  long  and  short  haul  clause. 
The  question  of  long  and  short  hauls  is  chiefly  an  interstate  matter ,  ^et  nearly  one- 
half  of  the  State  legislatures  contain  the  long  and  short  haul  provision  in  one  form 
or  aoother,  that  used  in  tlie  iutentate-commerce  law  being  the  most  oommoo. 


for  thot 


Among  the  titateB  iirobibiting  a  greater  cliarge  for  a  ahurter  diRtance  included 
within  the  longer  for  transportation  in  the  same  direction  over  the  Kame  bne. 
under  sahstantiall;'  similar  conditions,  ten  introduced  the  mnch-needed  element 
of  elaBticity  in  that  the  respective  railway  commiseions,  or  other  authority,  may 
permit  the  snspension  of  the  long  and  short  hani  provision  in  certain  caees  and 
under  certain  conditions. 

•'  That  it  shall  be  unlawful  for  any  common  carrier,  sabject  to  the  provisions 
of  this  act,  to  chaijfe  or  receive  any  greater  compensation  in  the  aggregate  tor 
the  transportion  of  pasBengera  or  of  lilce  kind  of  property,  under  snuatantially 
similar  circnmHtances  and  conditions,  for  a  shorter  than  for  a  longer  distance 
over  the  same  line,  in  the  same  direction,  the  shorter  being  included  within 
the  longer  distance;  but  this  shall  not  be  conatmed  as  authoming  any  common 
carrier  within  the  terms  of  this  act  to  charge  and  receive  as  great  compensa- 
tion for  a  shorter  as  for  a  longer  distance:  Proviiled,  hoitwer.  That  upon  appli- 
cation to  the  board  appointed  nnder  the  provisione  of  this  act,  snch  common  carrier 
may,  in  special  cases,  after  investigation  by  the  board,  be  anthorizud  hi  charge 
leas  for  longer  than  for  shorter  distances  for  the  transportation  of  passengers  or 
property;  and  the  board  may,  from  time  to  time,  prescribe  the  extent  to  which 
snch  designated  common  carrier  may  be  relieved  from  the  operation  of  this  section 
of  this  act. 

' '  No  railroad  corporation  shall  charge  or  receive  for  the  transportion  of  freight 
" "  y  station  on  its  road  a  greater  anm  than  is  at  the  time  charged  or  received 
he  transportation  of  the  like  class  and  quantity  of  freight  from  the  same 
original  point  of  departure  to  a  station  at  a  greater  distance  on  its  road  in  the 
same  direction.  Two  or  more  railroad  corporations  whose  roads  connect  shall 
not  charge  or  receive  for  the  transx>ortation  of  freight  to  any  station  on  the  road 
of  either  of  them  a  greater  som  than  is  at  the  time  charged  or  received  for  the 
transportation  of  the  like  class  and  qnantiiy  of  freigltt  from  the  same  original 
point  of  departure  to  a  station  at  a  greater  distance  on  the  road  of  either  of  Biem 
in  the  same  direction.  In  the  constniction  of  this  Hection  the  sum  charged  or 
received  for  the  transportation  of  freight  shall  include  all  terminal  charges,  and 
the  road  of  a  corporation  eball  include  all  the  road  in  nae  by  it,  whether  owned  or 
operated  nnder  a  contract  or  lease.'' 

This  brings  before  us  a  typical  provision  governing  long  and  short  hanls. 
Among  others,  the  law  of  Florida  contains  the  following  clause  bearing  npon  the 
same  point: 

The  railroad  commission  "  shall  have  full  power  ttf  rules  and  regulations  to  fix 
the  rates  of  freight  and  passenger  transportation  to  be  allowed  for  longer  and 
shorter  distances  on  the  same  or  different  railroads,  and  to  fix  what  BhalT  be  the 
limits  of  longer  and  shorter  distances," 

Alabama  expresses  the  same  conditions  in  almost  identical  language.  Ken- 
tucky, I<ouisiana,  Minnesota,  Nebraska.  North  Carolina,  Tennessee,  and  Texas 
likewise  authorised  their  commissions  to  suspend  the  long  and  short  haul  provi- 
sion. In  MiasiaBippi  the  law  specifies  that  "  the  commission  shall  regulate  and  fix 
the  rates  to  be  ch^ged  on  short  hauls  in  excess  of  what  may  be  charged  on  long 
hauls." 

Other  States  having  long  and  short  haul  provisions  are  Arkansas,  California, 
Connecticut,  Iowa,  Nevada,  North  Dakota,  South  Carolina,  Vermont,  Virginia, 
and  Washington. 

Dlaoiimlnatloiia. — Discriminations  have  from  the  first  presented  the  most  seri- 
oos  aspects  of  railwaj^  regulation ,  and  we  are  therefore  not  surprised  to  find  stat- 
utory provisions  prohibiting  discriminations  in  18  State  constitutions  and  in  the 
laws  <d  three-fourths  of  all  the  States.  A  common  form  of  expressing  this  pro- 
hibition is  the  following; 

"  If  any  railroad  corporation  shall  willfully  charge,  collect,  or  receive  from  any 
person  or  persons,  for  tne  transportation  of  any  freight  upon  its  railroad,  a  higher 
or  greater  rate,  toll,  or  comoensation  than  it  shall  at  the  same  time  charge,  --' 


e  from  any  other  person  or_persons  for  the  transportation  of  a  like 
imantlty  of  freight  of  the  same  class,  being  transported  from  the  same  point,  in 
(he  same  direction,  over  equal  distance  of  the  same  road,  or  if  it  shall  charge,  col- 


lect, or  receive  from  any  person  or  persons,  for  the  use  and  transportation  of  any 
railroad  car  or  cars  upon  its  railroad,  a  higher  or  greater  sum  than  it  shall  at  the 
same  time  charge,  collect,  or  receive  from  any  other  person  or  persons  for  the  use 
or  transportation  of  a  car  or  cars  of  the  same  class,  for  a  like  purpose  from  the 
same  point  in  the  same  direction,  and  an  equal  distance,  all  such  discriminating 
rates,  charges,  or  collections,  whether  made  directly  or  by  means  of  any  re^te, 
or  other  shift  or  evasion,  shall  be  considered  and  taken  as  prima  facie  evidenca  of 
discrimination,  which  is  hereby  prohibited  and  declared  unlawful,  and  shall  be 
punished.    •    *    •" 


The  great  importance  of  the  le^l  utt«mptM  to  wipe  out  evil  practices,  known 
nnder  the  n&tnes  of  diHcrimination.  rebuteH,  extortion,  iibuses,  et^;.,  warraate  a 
brief  indicatioii  of  the  essence  of  the  statntury  proviHions  found  in  a  nnjinber  of 
ot^er  Stat^. 

AlabaTntu^^WbAt  conetitntee  extortion  decided  by  jury.  Penalty,  donhle  the 
dam&ge  inflicted  upon  a  shipperplnit  attorney  fees.  CommiMion  hears  complaint. 
(Consnlt  conBtitntion,  Article  ^V,  section  21.) 

CoIi/omta.—Kailway  commiaeion  given  power  to  correct  abnaex.  Railways 
obliged  to  transport  for  each  other  without  delay,  to  grant  right  of  intersection, 
etc.     (Conxolt  constitntion.  Article  XI,  section  IT.) 

Florida. — A  law  of  1800  prohibits  railway  companies  from  charging  more  than 
reasonable  rates  and  from  practicing  nn jnst  discriminations. 

lUinoU. — Extortion  and  discriminations  punished  by  heavy  fines,  amply  pro- 
vided for  in  the  law. 

JficAtfHin.^DiBcriminationB  of  all  kinds  forbidden  and  rates  at  noucompeting 
points  not  to  be  greater  tlian  those  at  competitive  points. 

JVebriMAHi.— Board  of  transportation  shall  investigate  and  prevent  disciimina- 

Ohio. — Railways  shall  not  discriminate  between  each  other,  between  way  and 
through  freights,  between  tmnk  and  other  rulways:  Roads  shall  fomish  eqnal 
faculties  and  forwtu^  freight  by  lines  specified  by  the  shipper.  The  latter  may 
enforce  by  injunction. 

South  AiitoCa.— Unjust  discriminationa  and  preferences  declared  nnlawfnl  in 
two  separate  sections  of  the  law.  Discriminations  as  to  goods,  cars,  railways, 
persona,  etc.,  expresalj;  prohibited. 

Tea^aa. — Discriminations  pTohibit«d  under  former  laws;  bat  a  law  of  1800  pun- 
ishes discriminations  on  part  of  railways  against  steamship  lines  in  the  inter- 
change of  traffic.  The  nnnsnal  punishment  of  not  less  than  3  and  not  more  than 
6  years  in  the  penitentiary  is  inflicted  by  the  law,  but  this  shall  not  prevent 
railways  from  granting  reduced  rates  to  charitable  and  State  institntions.  to 
exconaonists,  fairs,  railway  ofiicers.  etc. 

Additional  States  legislating  on  discrinunations  are  Arkansas,  Colorado,  Con- 
necticut, Gleorgia,  Iowa,  Kansas,  Kentucky,  Louisiana. Massachusetts, Mississippi, 
lUeeonri,  Montana,  Nevada,  New  Mexico,  New  York,  North  Carolina,  North 
Dakota,  Pennsylvania.  South  Carolina,  Utah.  Vermont,  and  Wisconsin.  In  a  few 
of  theae  States  the  legal  provisions  simply  awert  the  power  of  the  commission  to 
correct  abuses,  and  in  the  hands  of  an  energetic  commission  or  other  State  officer 
this  Is  probably  sofflcient  to  combat  succesHfulty  the  evils  of  diBcriminationB. 

Hates:  Publicity  and  revision. — This  subject  in  closely  connected  with  the 

and  duties  of  railway  commission b.     Since,  however,  not  all  the  States 

immissions,  and  laws  relating  to  the  fixing,  revising,  and  publishing  of 
rates  exist  in  some  of  these  States,  it  is  necessary  to  give  separate  treatment  to 
this  question.  The  intrinsic  imx>ortance  of  the  subject  of  rates  warrants  its  bdng 
set  off  by  itself  for  special  treatment.  Railway  rates  have  long  constitnted  the 
pivotal  point  upon  which  have  turned  the  most  complex  as  welT  as  important 
railway  problems,  and  it  is  no  exaggeration  to  sa^  that  iUI  the  other  nhases  of  ttie 
railway  problem  sink  into  relative  msignificance  in  the  presence  of  Ulis  {ffedomi- 
nant  qnestion. 

Only  4  States  (Connecticut.  Delaware,  Ore^n,  and  Rhode  Island)  have  ijo 
laws  regulating  rates  or  providing  for  their  revision  and  publicity.  One  of  tiiese 
States,  Connecticut,  passed  laws  of  this  kind  at  viurious  times  from  1853  to  1807. 
Since  the  latter  date  no  laws  have  been  on  its  statute  books  governing  railway 
rates.  In  8  States  the  laws  on  this  subject  are  less  complete  than  in  the  great 
.majority  of  the  other  States,  providing  in  some  instances  for  the  posting  of  rates, 
fixing  maximum  rates  in  others,  reserving  to  the  legislature  the  power  to  alter 
them  or  to  fix  them  on  complaint,  either  directly  or  through  an  administrative 
officer.'  The  maximum  rates  which  are  established  in  some  instances  are  so  high 
that  they  can  scarcely  be  said  to  afford  any  regulation  of  rates;  for  instance, 
Nevada  prescribes  10  cents  as  the  maximum  for  passenger  rates  per  mile,  and  3U 
cents  par  ton-mile  for  freight,  although  no  railwav  company  need  accept  less  than 
an  aggregate  charge  of  30  cents  for  any  service  of  transportation.  Another  illus- 
tration is  found  in  Arkansas,  where  a  law  establishes  8  cents  per  mile  on  Ihies  of 
IS  miles  in  length  or  less;  lines- 15  to  75  miles  in  length,  5  cents;  over  73  miles,  8 
cents.  A  company  may  charge  35  cnnts  - '  for  the  carriage  of  any  passenger  who 
may  get  on  or  off  a  tram  at  other  than  the  regular  station." 

iickv  (tbe  commlnloQ  hu  uo  power  to  flx  ntea 
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ow  to  those  States  whiuh  provide  more  Bpeuiflcally  for  the  establiah- 
meat  and  pnblicit;  of  niee,  it  will  be  most  convenient  to  OKOciate  snch  provis- 
ions with  the  considerable  noiuber  of  leading  States  having  enacted  them.  In 
Alabama  the  railroad  cmnmiHsioners  may  revise  or  increase  rat«a,  always  having 
due  regard  to  the  valne  of  the  service  aud  other  conditions  of  traffic.  Having 
been  approved  by  the  commission,  such  rates  may  be  published,  special  as  well  as 
general.  In  Arkansas  a  legal  form  very  common  in  earlier  charters  and  i&wn  is 
still  in  existance,  limiting  the  power  of  the  legislature  to  regnlate  rates  and  fares 
so  as  iiever  to  bringthe  net  income  on  the  capital  stock  of  a  railway  below  15  per 
cent  per  annnm.  The  rates  on  lines  60  miles  and  less  in  length  are  fiied  by  law, 
but  mav  be  reduced  by  the  commission,  not,  however,  so  as  to  bring  the  net 
income  below  10  per  cent.  The  classes  of  freight  and  corresponding  rates  sh^ 
be  posted  5  days  before  taking  effect.  TTp  to  1899  an  Arkansas  law  was  in  effect 
exempting  railways  sabject  to  competition  from  that  provision  of  the  law  pro- 
viding for  some  days'  notice ;  such  roads  were  permitted  to  put  posted  rates  mto 
effect  immediately.  Under  its  constitution  the  State  of  CaUfomia  is  empowered 
to  regulate  rates.  The  commission  fixes  reasonable  rates  and  the  railway  com- 
pttniee  {under  the  constitution)  are  liable  to  a  tine  of  $30,000  for  overcharges. 
The  schedules  adopted  by  the  commission  must  be  published  b^  the  companies, 
althoTiKh  the  commission  itself  may  publish  them.  The  masmium  rates  pre- 
scribed in  California  are  on  the  graded  mileage  system.  In  Qeorgia  railway 
comptudes  may  control  rates  on  their  respective  lines,  subject  to  the  commission 
and  laws  of  the  State.  Rate  sohedules  shall  be  published  by  the  commission  in 
certain  newspapers  and  railway  companies  must  post  the  same.  'Weighing  of 
fre^ht  is  done  by  sworn  weighers.  Pablicity  is  compulsory  under  the  laws  of 
Illinois,  and  the  general  assembly  directs  the  conunisaion  by  law  to  make  sched- 
nles.  On  the  application  of  the  mayor  and  council  or  trustees  of  a  township  tiie' 
commiBsion  shall  examine  rates  under  the  laws  of  Iowa,  and  all  rates  estabbsbed 
by  the  commission  shall  be  considered  jnst  and  reasonable  until  proven  other- 
wise. Boilway  companies  shall  promptly  poet  and  file  with  the  commission 
schedules  of  rates.  Ten  days'  notice  is  required  for  an  advance  in  rates,  although 
no  previous  notice  must  be  given  for  reductions.  The  Kansau  commission  law 
having  been  declared  unconstitutional  the  legal  status  of  the  question  of  rat«e  is 
perhaps  uncertain  in  that  State.  Formerly  maximum  rates  were  prescribed  and 
no  rates  could  be  increased  without  60  days'  notice.  In  Louisiana  maximum 
rates  are  prescribed  by  the  laws  of  1890  and  1804,  The  commission  adopts  changes 
and  regulates  rates  and  governs  the  relations  between  main  and  branch  lines. 
In  Maine  the  legislature  may  fix  rates  which  shall  be  subject  to  the  revision 
of  that  body  and  posted.  Whenever  practicable  rules  and  regulations  shall 
be  printed  on  the  ticket.  In  Michigan  railwfty  companies  have  power  to  regnlate 
the  time,  manner,  and  compensation  for  their  services,  within  the  limits  of  maxi- 
mum rates  established  by  statute.  The  1,000-mile  ticket  law  of  J891,  requir- 
ing companies  to  sell  such  tickets  at  the  rate  of  2  cents  per  mUe,  and  to  redeem 
Dnnsed  portions  of  the  same,  was  declared  unc<mstitutional  in  1899.  A  recent 
statute  regulates  the  relation  of  raUways  to  bridge  and  .nnnel  companies  and 
fixes  the  maximam  rates  for  those  companies.  The  commission  may  report 
upon  the  desirability  of  classifications  of  freight,  as  well  as  compare  and  fix  pro- 
portional rates  on  milk.  The  Minnesota  companies  file  schedules  with  the 
commission.  Published  schedules  can  not  be  changed  except  on  10  days'  notice. 
A  law  of  1899  prevents  railway  companies  from  raising  rates  on  ^ain,  flax, 
lumber,  coal,  and  live  stock,  except  on  00  days'  notice,  unless  permitted  to  do 
so  b^  an  order  of  the  commission  in  writing.  Railway  companies  are  required 
to  give  10  days' notice  when  the  revision  of  rates  is  under  consideration  in  Missis- 
aippi.  The  commission  may  revise  both  individual  and  joint  rates  and  approve 
classifications  and  rate  schednles  before  the  same  are  posted.  The  Missouri  com- 
mission may  make  classifications  and  freight  rates,  and  from  time  to  time  revise 
schedules  of  maximum  rates.  In  Nebraska  the  legislature  prescribes  maximnm 
rates,  from  which  companies  may  take  an  appeal  to  the  supreme  court.  On  order 
of  the  court  the  board  of  transportation  may  reduce  and  revise  maximnm-rate 
schedules.  No  advance  can  be  made  without  10  days' notice,  although  Tedncticms 
are  permitted  without  notice.  Railways  file  schedules  with  the  commission. 
(Consult  Nebraska  maximum  freight-rate  cases.)  A  New  Jersey  law  permits 
railway  companies  to  charge  what  they  mav  think  reasonable,  below  a  certain 
maTimnTn  established  by  law.  Railways  shall  not  charge  more  from  way  stations 
than  between  centers.  The  legislature  of  New  York  may  fix  maximum  rates, 
reduce  the  sanie,  and  require  companies  to  furnish  necessary  information  to  the 
commission.  Penalties  are  imposed  for  char^n^  excessive  rates.  The  1,000- 
■  tnOeage-book  law  of  189B  was  declared  anconstitutiomtl  in  IBOO.  The  rates  estab- 
lished by  the  corporation  commission  of  North  Carolina  shall  be  conadered  prima 
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facie  reaBonable,  from  which  carriers  msy  appeal  to  the  conrte.  Bate  scliediiles 
most  be  posted.  In  North  Dakota  raUway  companien  are  reqiured  to  pnbliiih 
schedules  of  classtfi-cation,  and  rates  mnst  be  ezanuned  and  reTJaed  by  the  com- 
mission. No  advance  can  be  made  except  on  10  daya'notiCe;  redactions,  witiioiit 
notice.  Railway  compauieH  may  appeal  to  the  district  conrts  from  any  order  of 
the  commiasion.  Maximuiu  rates  on  coal  are  especially  prescribed.  Under  the 
laws  of  Ohio  every  company  shall  ^at  its  ratea,  and  accept  no  less  than  the  pnb- 
lished  rates  except  on  10  daya' notice.  Maximnm  rates  are  prescribed  for  both 
main  and  branch  linos,  charges  being  "evened  np"byiiick^.  Ilie  Pennsylvania 
bnrean  of  railways  shall  see  to  it  that  no  more  is  charged  than  what  is  permitted 
by  special  charters  or  general  laws  under  which  the  railway  companies  do  bnsi- 
ness.  Maximam  rates  have  been  commonly  prescribed  in  charters  and  statutes 
of  the  State.  A  recent  law  of  Sonth  Carolina  compels  railway  companies  to  post 
schedules  of  rates.  The  latter  shall  be  reasonable  and  just,  and  may  be  made  by 
the  commission.  On  complaint,  the  commission  may  also  revise  and  fix  rates  on 
milk.  The  railway  corporations  of  Tennessee  are  required  to  file  achednlefl  with 
the  commission  and  to  secure  a  certificate  of  privilege,  with  which  the  same  shall 
be  published.  If  railway  companies  fail  to  file  st^  schedolee  the  commission 
may  fix  rates.  In  establishing  rates  the  commission  is  required  by  law  to  take 
into  consideration  water  competition.  The  TexascommissioD  may  make  classifi- 
cations, establish  rates,  and  provide  railway  companies  with  schedules.  These 
can  not  go  into  effect  except  on  20  days'  notice.  Cairiersmay  bring  direct  action 
to  test  the  reasonableness  of  snch  rates.  In  Vermont  railway  compuiiea  may  fix 
rates,  subject  to  revision  by  the  courts  on  petition  of  8  or  more  freeholders.  Rail- 
ways more  than  60  miles  in  length,  wholly  or  partly  in  the  State,  shall  sell  1,000- 
mile  books  at  not  over  2  cents  per  mile,  on  penalty  of  from  {SOO  to  $1,000.  The 
Ikws  of  Virginia  prescribe  maximnm  rates  which,  nnder  present  conditions,  are 
clearly  very  mucnabove  what  any  railway  company  would  think  of  oharging.and 
prevents  any  statutory  reduction  as  long  as  the  net  returns  do  not  exceed  16  per 
cent.  Copies  of  rate  schedules  most  be  filed  with  the  commission,  andnochangea 
are  permitted  except  on  10  days'  notice  for  an  advance  and  8  days'  notice  for  a 
reduction.    It  will  be  noticed  that  reductions  can  not  be  made  without  giving 

K3vioas  notice.  This  is  important.  All  other  States  not  mentioned  thus  far 
ve  analogous  laws  on  the  subject  of  rates.  Some  of  them  do  not  provide  as  lib- 
erallv  as  many  of  those  which  have  been  quoted,  and  all  of  them.ln  one  way  or 
another,  cover  the  subject. 

Access  to  books.— In  abont  one-half  of  the  States  legal  provisions  governing 
access  to  books  of  railway  companies  are  not  very  stringent  and  frequently  do 
not  go  beyond  the  general  statement  that  such  books  shall  be  open  lo  officers, 
directors,  and  stoclioldera,  or  a  certain  nnmber  of  them.  Railway  commisdoos 
or  other  State  officers  have  no  direct  control  over  the  records  of  companies.' 

To  illustrate  the  nature  of  legal  provisions  in  the  other  group  of  States  bilrf 
statements  of  laws  governing  access  to  books  in  them  may  here  be  introdnced. 
In  Alabama  the  commission  shall  examine  books  and  records  of  a  railway  com- 
pany on  applicatian  of  1  director  or  representatives  of  one-fiftieth  of  the  capital 
stock  or  of  one-fiftieth  of  the  total  indebtedness.  The  results  of  tjiis  examinaticH) 
may  or  may  not  be  published,  discretionaiy  power  lying  with  the  commletdon. 
A  committee  of  the  general  assembly  may  investigate  the  books  ot  Connecticnt 
companies.  In  Massachusetts  the  commission  sh^  examine  books  and  papers  on 
request  of  1  director  or  the  holders  of  one-fiftieth  of  the  stock  and  bonds  of  the 
company.  The  commission  of  Soath  Carolina  may  at  any  time  examine  the 
books,  or  on  written  application  of  1  director  or  of  the  holders  of  one-fiftieth  of 
the  stock,  bonds,  etc.,  the  commission  shall  make  such  examinations.  In  Texas 
the  commission,  a  committee  of  the  legislature,  and  3  stockholders,  and  "any 
ofi^er  or  agent  of  the  State  may  examine  books  of  railway  companies."  In  States 
other  than  those  mentioned  commissions  have  access  to  books  and  records  by 
law.  These  are  Arkansas,  California,  Colorado,  Florida,  Georgia,  Qlinoie,  Iowa, 
Kansas.  Maine,  Massachusetts,  Michigan,  Missouri,  New  Jersey,  North  Dakota, 
North  Carolina,  Rhode  Island,  South  Carolina,  Sonth  Dakota,  Texas,  and  Vermont. 

Annnal  and  other  reports. — Reference  to  the  sections  on  cbartera,  as  weU  as 
early  general  laws,  will  recall  the  fact  that  annua!  reports  were  freqivmttyc^Ied 
for  under  private  as  well  as  public  laws,  and  that  such  reports  vary  in  their  com- 

Erehensiveness  not  onlv  among  different  States,  but  also  among  darters  granted 
y  the  legislature  of  tae  same  State.    In  some  oharters  and  laws  such  reports 

«  ATlam&  TerrltoTT,  Ooloimilo,  DeUwus,  Idftho, 


ap  are  ATlam&  TerrltorT,  Ooloimilo,  DeUmis,  Idaho,  Indlsiu,  Sm- 
UinlHdppl,  Monunn,  Nebnaka,  Nevada,  New  Jenev.  NewMeilGO, 
Tepnewee,  Utah,  Vliginla,  WaaUnctoii,  West  Vli^ila,  WmatS, 


jnclade  only  a  half  dozen  or  dozen  items  relating  to  mileage,  ca|>ital  stock,  and 
bonds.  In  others,  a  handred  or  uiure  items  were  carefnlly  preacnbed  and  penal- 
ties imposed  for  concompliance  with  the  provisions  of  the  charter  or  of  the  laws. 
Tike  reporta  which  are  called  for  under  existing  etatntes  differ  quite  as  widely  as 
tfaoee  made  poraoant  to  early  legialation.  Typical  provisions  exlstinK  at  the 
preeent  time  in  the  laws  of  those  States  whicli  provide  in  a  legal  way  for  these 
needs  can  be  illustrated  by  reference  to  the  laws  of  the  States  here  given.  Is 
Maine  the  commission  prescribes  the  form  for  the  annual  report  of  railway  com- 
panies which  shall  "  be  designed  to  prodace  uniformity"  in  the  annual  retuns  of 
all  the  railroads  in  New  England.  Similarly,  in  MasBachusette,  au  act  of  1899 
aims  to  bring  the  returns  of  railway  companies  into  harmony  with  thoee  of  the 
Interstate  Commerce  Commission.  Reports  must  be  uniform,  as  prescribed  by 
the  commissiou,  and  qaarterly  financial  statements  shall  be  made.  In  New  York 
railway  companies  malie  annual  reports  in  forms  prescribed  by  the  commission 
and  the  commission  in  turn  makes  its  annual  report.  In  Pennsylvania  officers  of 
nulway  companies  are  required  to  report  annually  to  stockholders  and  at  snch 
other  times  as  the  legislature  may  reijuire.  The  law  of  1897  orders  the  secretary 
of  iutomal  affairs  to  supply  blanks  for  reports  of  railway  companies,  copies  of 
which  shall  be  sent  to  the  government  and  members  of  the  le^slatnre.  The 
bureau  of  railroads  also  keeps  these  reports  on  file.  In  Dlinois  railway  directors 
are  required  to  report  annually  to  the  auditor  in  the  manner  prescribed  by  law; 
also  to  the  commission  in  aform  embracing  41  items.  The  commission  is  reqoired 
to  file  and  tabulate  the  reports  of  raOways.  The  law  of  Iowa  is  similar  to  uiat  of 
niinoia  except  that  the  annual  report,  as  prescribed  by  the  commission,  contains 
only  II  items,  and,  instead  of  reporting  to  the  auditor,  "  a  detailed  exhibit"  of 
receipts,  ete..  shall  be  presented  to  the  government.' 

Twenty  States  have  statutory  provisions  less  definite  and  oomprehenaiTe  in 
their  scope,  cajling  for  reports  to  stockholders  by  boards  of  directors,  or  reports 
of  railway  officers  to  some  State  officer  or  ofOoers,  or  to  the  legislature,  or  to  two 
or  more  of  all  theee.' 

lamoB  of  atoclu  and  bonds. — Many  controversies  have  been  waged  over  the 
question  of  the  capital  stock  of  our  railways.  A  conservative  student  of  \be  Ques- 
tion has  placed  the  capitalized  valae  of  the  railways  of  the  country  at  160,000  per 


would  be  difflcnlt  to  determine  the  truth  of  this  matter  on  the  basis  of  infonuation 
railway  companies  have  been  obliged  to  fumiah  under  the  statutes.  In  Maesachn- 
setts  an  increase  in  capital  stock  or  signs  of  indebtedness  may  be  made  only  on 
authority  of  the  commission  before  which  such  questions  are  determined  on  hear- 
ing. Ohio  railways  shall  report  to  the  commission  the  cost  of  the  road,  the 
amount  of  capital  stock,  indebtedness,  etc.  The  aggregate  indebtedness  shall 
not  exceed  the  capital  stock.  In  Pennsylvania  railway  stockis  limited  to  (150,000 
per  mile,  bonds  to  the  same  amount,  and  the  total  of  the  stock,  bonds,  and  oiiier 
papers  to  $300,000  per  mile.  In  Arkansas  consolidated  companies  shall  not  cause 
the  aggregate  of  their  stocks  and  bonds  to  exceed  the  sum  represented  by  con- 
stituent companies.  By  a  majority  vote  of  the  stockholders  the  company  may 
borrow,  at  7  per  cent,  an  amount  not  greater  than  the  total  capital  stock.  In 
Colorado  all  stock  shall  represent  labor,  ser^ces,  money,  and  property;  the  eame 
shall  be  iucreased  only  under  general  law  and  by  a  majority  vote  of  the  stock- 
holders. Kentucky  companies  can  Increase  capital  stock  only  on  recommenda- 
tion of  the  commission.  The  amount  of  indebtedness  shaU  never  exceed  the  total 
cash  paid  in.  In  Indiana  boards  of  directors  may  not  increase  capital  stock;  capi- 
tal stock  may  not  be  increased  to  exceed  $15,000  uer  mile,  and  a  certificate  stating 
the  amoant  of  such  increase  shall  be  filed  with  toe  secretary  of  state.  The  New 
York  commis^on  may  regulate  stock  issues  and  pass  upon  an  increase  or  a  reduc- 
tion in  the  same.  Other  States  having  similar  provisions  are  Indiana,  Illinois, 
Louisiana,  Maine,  Maryland. Missijsippi.Missouri, New  Hampshire, New  Jersey, 
South  Dakota,  Texas,  Wisconsin,  and  Wyoming. 

This  leaves  a  group  of  more  than  one-half  of  the  States  which  do  not  attempt 
directly  to  regnJate  the  issuance  of  stock  by  law.  In  some  of  them  it  is  provided 
that  a  certificate  of  increase  shall  be  filed  with  the  secretary  of  state  or  some 

1  other  SUitei  c&lllnc  forsuDOHl  leportii,  more  or  Icn  comprebcuBiTe,  either  to  the  commlHlon  or 
loaoineexBCUtJyeorftdDiiniatrstLvcStBIoi'Oletr.tnfonotipreBorltK^l  by  the  commtasioQ,  are  Colorado, 
CoDneotleut.  Florida.  Illlnoig.  lona,  Ksnsiu<,  Kentucky,  Maine,  Mlchliran,  Mlnnetots,  MiBdralppI, 
UiMacbUMtta,  HInourt,  Mebranka.  New  Hampxhlre,  Ohio.  New  York,  Rhode  Inlancl,  Boath  Dakota, 
8<»tb  Caiollna,  TexaB.  Vermont.  Viiylnta,  and  PennsylTariia. 

'Thetn  litatea  are  Alabama.  Arkannax,  Ariiona,  CHlltomia.  Georgia,  Idaho,  ladiana.  Loulfdana, 

Montana,  Nevada.  New  Jerecy,  New  Hanipidiln;,  Nortli  Carolina,  North  Dnk-'-  " """ 

Dtali,  Washington.  Weat  Vligliila,  and  W '- 
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other  State  officer,  and  that  a  two-thirde' vote  of  the  stockholders  is  n , 

before  directors  m»7  antitonze  kn  increaee  in  capital  stock  or  the  iBsnuioe  a 
bonds.' 

State  raUwR7  oommi—lona.— The  railway  cominiesion  laws  sometimes  embody 
all  the  railway  legislation  in  existence  in  the  State.  This  was  true  in  Orwon; 
and  when  in  1698  the  commission  law  of  that  State  was  repealed  Oregon  was  left 
OTSotlcally  without  any  lenslation  on  the  subject  of  Tailways,  In  addition  to 
Oregon,  Delawu^,  Bfaode  Island,  and  Arizona  are  the  only  Statee  which  have 
taUed  to  legislate  on  railways  to  any  considerable  extent.  In  Statee  where  the 
commission  laws  embrace  only  regulative  features,  questions  of  organization  and 
management  are  treated  in  tne  general  ooiTKiration  laws  or  in  snbtitleB  under 
these.  The  general  statement,  however,  holds  true  that  the  regulative  features 
of  railway  legislation  of  the  different  States  of  the  Union  are  embodied  in  our 
commission  laws  in  all  Stetes  in  which  commissions  eriste.  The  railway  commis- 
sions represent  the  only  active  administrative  asent  which  oar  laws  nave  pro- 
vided, and  the  adequacy  or  inadequacy  of  Stete  admhustration  depends  upon  ttke 
authority  vested  in  this  agent. 

In  their  coiu^oaition  onr  commissions  represent  the  same  degrees  of  variety 
that  exist  in  l^islative  provisions  on  most  other  railway  topics.  In  the  number  of 
members  they  vary  from  1  to  6;  in  the  number  of  years  auring  which  they  held 
ofBce,  from  2  to  6.  In  the  manner  of  their  appointment  we  find  popular  suffrage, 
appointive  power  of  a  governor,  and  the  advisory  power  of  a  branch  of  the  1^- 
islature.  Their  salaries  vary  from  tl^^  to  perhax>s  more  thwi  S  times  that 
amount,  being  entirely  independent  of  the  duties  performed  by  them,  and  bear- 
ing no  relation  whatever  to  the  resxxmsibilities  vested  in  them.  The  funds  from 
which  the  salaries  are  paid  are  sometimes  provided  by  general  taxation,  Bome- 
timee  by  an  assessment  on  railways  in  proportion  to  mileage,  and  again  by  levying 
a  certain  per  cent  on  the  net  income  of  tne  railways  in  the  Stete.  The  abeolute 
lack  of  system  will  be  apparent  to  anyone  who  makes  even  a  cursory  examina- 
tion ot  these  provisions. 

In  qualifications  we  find  less  although  some  variety.  It  is  generally  prorlded 
that  the  commissioner  or  commmisHioners  shall  be  qualified  voters  of  their  respec- 
tive States;  that  they  shall  be  citizens  of  the  Stete,  and,  in  some  instanoea,  of  the 
United  States;  that  they  shall  have  atteined  a  certain  age,  usually  that  of  quali- 
fied voters,  and  finally  that  they  shall  have  no  financial  intereete  in  any  (h  the 
railroads  over  which  they  are  expected  to  exercise  control. 

The  jurisdiction  of  railway  commissions  varies  from  controlling  railway  oom- 
panies  alone,  on  the  one  hand,  to  ezercieing  administrative  control  over  a  Im'ge 
combination  of  corporate  iutereste  representing  practically  the  entire  industrial 
life  of  the  Commonwealth,  on  the  other.  The  latter  is  stribmgly  illustrated  l^  the 
industries  over  which  the  corporation  commission  of  North  Carolina  is  l^ally 
boond  to  exercise  supervision.  These  embrace  street  railways,  steam  railways, 
steamboat  and  canal  companies,  express  companies,  sleepingniar  companies,  tele- 
phone  and  telegfraph  companies,  banks,  building,  loan,  and  tmst  associations. 
The  Pennsylvania  bureau  is  required  by  law  to  exercise  administrative  control 
over  railways,  banks,  mining,  and  mannfactnring  eeteblishmente,  The  Illinois, 
Nebraska,  and  Minnesota  comiaissions  exercise  control  over  railways  and  ware- 
houses. The  New  York  commission,  in  addition  to  railways.has  chlurReof  sleep- 
ing and  drawing-room  car  companies.  Others  are  charged  with  r^wav  a^ 
street  railway  companies.  Others  also  with  bridges  and  ferries.  Not  a  few  of 
the  commismons  are  by  law  obliged  to  devote  more  or  less  of  their  time  and  energy 
to  institntioiis  which  lie  entirely  outside  of  the  means  of  transportetion  and  com- 
mnnication.  From  the  point  of  view  of  efficient  administration  the  tendency,  if 
such  exidte,  to  empower  a  single  administrative  organ  to  exercise  control  over  a 
great  variety  of  industrial  establishmente  can  not  receive  the  approval  of  thought- 
tnl  men.  All  of  onr  great  industrial  establishments  represent  interests  which  are 
pecuharly  their  own,  and  other  features  which  are  characteristic  only  of  similar 
establishments.  This  calls  for  special  agencies,  whose  duty  it  should  be  to  con- 
centrate all  their  efforts  in  that  partictilar  field.  The  inclusion  of  so  many  indus- 
triee  inevitably  leads  to  a  division  of  iutereste,  and  the  equally  inevitable  diminu- 
tion in  concentration  and  efficiency.  Spedal  types  of  indostrv  require  special 
administrative  agents,  and  that  tendency  in  our  laws  which  burdens  a  sin^e 


iTh««  SUIM  ore  Alabuiu,  Arltona.  CBlUornla,  DelBWsre,  Florida.  OedigU,  torn,  EMiMB,KeD- 
alcj.  MIcblgatL,  MlDDcaoUi,  Montana.  Netnska.  Nevsdii.  Npw  Mexico,  North  Ctioliiia,  Nortli 
Jakotk.  OrwDD,  Atlode  Uuid,  South  CaniUua,  Teiat,  Uuh.  Vermoat,  Virginia,  WMhlniton,  and 
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IminiBtratiTe  body  can,  in  its  membeTahip.  be  differenti&ted  in  aach  away  ao  to 
'proHetit  in  a  consolidated  from  tlte  specialized  interests  of  all  the  diSerent  lead- 
1^  indnetriesof  a  State. 

Bailwar  commiaaiona  are  fre^nentJy  divided  into  two  general  clannce  ■ndviBory 
nd  reKTuative — the  fonner  being  illostrated  by  tlie  coDuniaaiona  of  Statea  like 
[iiasachaaetts,  Wisconsin,  Vermont,  Alabama,  and  the  latter  b^  minois,  Iowa, 
'ebraaka,  and  Texas.  So  far  as  a  formal  atatatOTT  enumeration  of  specified 
owers  goes  this  classificatioii  is  donbtleas  correct,  mt  we  should  not  lose  dght 
r  the  fact  that  an  adriaory  commiaaion,  with  ita  powers  ezerciaed  l^  thoronghly 
nupetent  men  familial  with  the  railway  bnainms  and  capable  of  handling  the 
iities  of  their  ofiBcewith  facility,  mayin  the  long  run  accomplisb  infinitely  more 
)ai)  a  regnlative  commiaaion  of  the  strongest  type,  represented  by  men  whose 
mare  of  ofBce  is  uncertain,  whose  familiarity  with  railways  is  the  most  imper- 
!ct  and  anperflcial,  and  whoae  pnrpoae  in  the  attempt  to  exercise  their  duties 
iiist  at  best  be  vagne  and  beolondea.  The  efficiency  of  all  control  and  r^ola- 
on  throogh  commiaaiona  mnat  ultimately  rest  inmn  the  man.  It  ia  the  power 
lat  lies  behind  the  throne  which  vitalizes  the  machina  A  railway  commissioner 
I  a  State  embracing  some  of  the  most  important  raUway  systems  of  the  ooontry 
St  long  ago  made  the  statement  that  in  the  office  now  occapied  by  him  little 
as  done  except  the  ffsthering  of  statistics  and  the  giving  of  TiMless  advice.  He 
Mnted  out  in  detail  now  the  efOciency  of  that  particular  office  had  varied  very 
i-eatlv  with  the  incnmbency  of  diSerent  types  of  men.  Without  anticipat- 
ig  what  may  be  said  in  later  sections  of  this  report  it  will  add  somethiiu:  to  the 
iterest  that  may  attach  to  an  examination  of  the  powers  and  duties  of  Afferent 
>mmiBsions  to  state  at  the  ontaet  that  the  vital  weaknesses  of  all  the  iMrislation 
f  all  the  different  Amerioan  States  may  be  grouped  under  two  beads:  ^rst,  the 
ick  of  adequate  administrative  machinery;  second,  the  lack  of  organic  connec- 
on  between  this  adminlatrative  machinery  and  the  rsllwaya  on  one  hand  and 
le  public  on  the  other;  also,  this  same  lack  of  mutual  nnderstandine  and  vitri 
mnection  between  the  railways  and  the  public.  To  bring  about  the  latter  there 
not  a  single  efficient  proviaion  in  all  the  railway  laws  of  the  TTnited  States;  and 
le  fact  that  railways  have  voluntarily,  and  in  some  inetanoee  with  marked  enc- 
'sa,  brought  about  each  mutual  understanding  by  no  means  affords  a  snfBcient 
Tcnse  for  the  absence  of  proviaious  eet&bliehing  such  organic  connections  by  law. 
,  has  often  been  said  that  in  Ameri<!a  the  weakest  line  ia  capable  of  dictating 
ith  success  to  the  strongest,  and  that  the  sta>r«eet,  pniKnfr  itaelf  at  the  mercy 
[  the  weakest,  is  under  the  ciroumstancea  obliged  to  pursue  a  course  which  is  as 
linons  to  its  own  intorests  as  it  is  antagonistic  to  the  interests  of  the  public.  No 
iH  whose  privilege  it  ia  to  know  the  ndlway  men  of  the  oonntry  will  for  a  moment 
luintain  that  these  ore  not,  as  a  body,  sincerely  desirous  of  serving  the  public  in 
le  best  possible  way.  Their  aspiratians  and  ambitions,  altogether  Ic^timatelv 
id  necemarily  keeping  in  view  the  immediate  interests  of  the  oorporations  which 
ley  represent,  go  beytmd  the  horiB(»i  of  narrow  selfish  intereeta  and  take  into  view 
le  larger  field  of  mutoal  prosperity  and  common  gain.  Bat  granted  that  99  per 
;nt  of  the  railway  managers  and  officials  are  volnntorily  inclined  to  do  that  ^rtuch 
e  believe  the  puollo  interests  demand,  what  is  there  to  prevent  the  one  recalci- 
'ant  road  from  holding  out  and  demoralizing  the  entire  service  and  preventing 
le  ninety-nine  from  living  up  to  their  good  intentious?  The  sincere  desiree  of 
le  best  railway  officials  may  be  fruatrated  by  the  arbitrary  demands  and  reoldees 
ictation  of  a  single  uDacmpulonB  manager.  In  this  point  lies  the  £atal  weakness 
:  American  railway  legislation.  Onefeels  again  andagaln  the  abaolntahelpless- 
3SS  in  which  the  uiipper  finds  himself  on  Qie  one  hand,  and  the  );ood  raUway. 
innager  on  the  other.  So  administrative  machinerv  has  been  provided  whereby 
lis  one  outlaw  can  compnleorily  be  bronght  into  harmonious  action  with  the 
inety-nine  promptly,  thoroughly,  and  finally.  Demoralization  in  raOway  affairs 
its  again  and  again  been  the  result  of  the  impoeition  upon  the  ninety-nine  con- 
derate  officials  of  the  interior  and  defective  code  of  the  one  unscrupulous  manager. 
In  view  of  the  great  importance  of  omumlsaion  legislation,  it  has  been  deemed 
esirable  to  give  m  greater  detail  the  provisions  governing  them.  Some  provi- 
ons  which  are  common  to  many  laws,  sach  as  those  relatmg  to  certain  qnolifi- 
fttions  of  commissioners  and  employment  of  secretaries,  clerks,  deputies,  and 
xperts  by  these  commissions,  will  not  be  repeated  in  all  the  States.  Likewise 
lose  clauses  governing  railway  taxation  and  railway  labor  and  the  datiea  of 
snunissions  with  respect  to  these  topics  will  be  omitted,  because  the  same  are 
iclnded  in  spedol  reports  of  the  Industrial  Commission.  Nor  will  repeated  ref- 
rences  be  made  to  reports  made  bv  commissions  to  governors,  auditors,  and 
ther  officers  and  legislatnreB.  It  will  be  understood  that  the  m airing  of  repeats  r 
loneof  the  regular  duties  of  commissions.  OO^IC 
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Summary  of  commiMioii  laws. — Alabama. — Three  oommiasioners,  holding 
office  for  4  years,  apiKiinted  b;r  the  governor  with  the  advice  and  consent  of  the 
Senate.  Removable  by  the  supreme  court  on  impeachment,  like  other  State  offi- 
cers. The  commiaBion  may  settle  disagreements  Detween  connecting  roads  with 
appeal  to  chancery  court  i  exercise  general  snpervisor?  power  and  make  recom- 
mendattonB  to  railway  companies  and  governor,  to  whom  an  annnal  report  mnst 
be  submitted.  Hallways  ehall  furnish  necessary  information  to  commiBsiooB. 
CommiBeion  to  cany  on  corret^Kmdence  with  similar  bodies  in  other  States. 


Arieaniag. — Three  commissiaiiers,  elected  by  qualified  voters,  shall  hold  no 
Federal  offices;  railways  eball  snbimt  rate  schednles;  commistdon  may  make 
rates  and  approve  scheanlee;  no  chtmge  in  rates  except  on  10  da^s'  notice;  they 


shall  investigate  and  hear  complaints;  railway  officers  shall  Inmish  inf ormatioD ; 
facta  as  (onnd  by  commission  to  be  prima  facie  evidence;  may  employ  ezperte; 
examine  books  of  companies;  shall  determine  cost  of  reconstmction,  ana,  on 
petition,  order  connections  and  fix  joint  rates;  report  annually  to  governor. 

ArizoTM. — No  comxnission. 

California. — Three  commissioners,  elect«d  by  districts  for  4  ^ears;  legis- 
lature may  remove  by  two-thirds'  vote  (consult  oonstitntion.  Article  XII,  sec- 
tion SS):  "  The  board  shall  have  power  to  issue  writs  of  snxnii\ons  and  of  snb- 
Soena  in  like  manner  as  courts  of  record."  Commission  hears  complaints,  and 
efendant  companies  shall  appear  within  10  days;  dedeionB  and  grounds  upon 
which  same  are  based  to  be  given  in  writing;  shall  hold  public  session  in  San 
Francisco  every  month,  and,  3  necessary,  at  other  places. 

Colorado. — One  commissioner  appointed  by  governor,  with  consent  of  senate, 
tor3years.  He  shall  inspect  raUways  and  maxe  reoommendatlonB  to  them;  has 
no  power  to  change  manner  of  operating  roads;  county  commissioner  or  25  dti- 
sens  of  a  county  may  enter  complaint  before  commissioner,  who  shall  investi^te 
rates  and  so  on;  bnt  such  complainants  shall  bear  the  expense  of  investigation; 
commissioner  decides  on  appeal  the  ratio  of  cars  which  shall  go  to  individnal 
shippers;  he  maycall  and  examine  witnesses. 

Connecttcu*.— Three  commissioners  appointed  by  govemta,  with  oonsent  of 
senate,  for  4  years;  one  to  be  a  lawyer,  another  a  dvilengineer,  and  the  third  a 
business  man;  commismon  inspects  r^ways  twice  each  year;  publishes  and  posts 
important  railwav  l^glation;  may  order  gates,  fi,twmen,  signals,  and  so  on;  sub- 
poena  witnesses;  in vMtigato  accidents;  recommend  to  railwaycompaniegin  writ- 
ing things  conducive  to  public  safety  and  interest.  Appealfrom  decision  of  com- 
mission may  be  taken  to  snperior  oonrt. 

Ddaware. — No  commission. 

Florida.— Thive  commissioners  appointed  by  governor  and  senate  for  4  years. 
The  first  commission  was  composed  by  law  of  1  lawyer,  1  railway  man,  and  1 
farmer;  succeeding  commissioners  elected  without  reference  to  vocation.  Com- 
mission has  power  to  establish  classifications,  rates,  and  r^ulations  which  shall 
be  just  and  reasonable;  hearings  must  be  given  to  persons  and  corporations; 
decisions  of  commission  published  at  its  discretion;  oommission  may  examine 
books,  agents,  etc.;  non-compliance  with  laws  subject  railways  to  fines;  com- 
mission may  institute  proceedings  through  attomev-general;  railway  officers 
making  false  reports  fined  heavily.  The  oommission  has  indicia!  power — "  that 
said  railway  commissioneTs  are  hereby  vested  with  judicial  powers  to  do  or 
enforce  or  perform  any  function,  duty,  or  power  conferred  upon  them  by  this 
act,  to  the  exercise  of  which  judicial  power  is  necessary,"  (Laws,  1899,  number 
89,  section  S3.}  Commission  has  also  power  to  create  rating  or  basing  points: 
"Provided  That  the  said  conunissioners  shall  have  the  power  to  create  rating  or 
basing  points  at  places  where  competing  lines  nieet.  or  where  water  or  other  com- 
petition epsts,  and  to  break  the  continuity  of  rates  to  and  from  such  points,  soas 
to  maintain  competition  between  rival  lines  and  points,  and  may,  in  fixing  the 
rate  upon  any  commodity,  take  into  consideration  the  competition  between  dif- 
ferent localities  or  shipping  points  producing  or  shipping  such  commodities." 
(Laws,  1S99,  No.  S9,  sec.  6.)  Duty  of  commission  to  bnug  proper  matters  before 
Interstate  Commerce  Commission. 

Georgia. — Three  commissioners  appointed  by  governor  and  senate  for  6  years — 
one  alawyerand  one  a  railwayman.  Commission  may  make  reasonable  and  just 
rates  and  regulations,  "for  each  of  the  corporations  doing  business  in  theState." 
They  shall  examine  rates  into  and  out  of  the  State;  may  examine  agents  and  offi- 
cers under  oath;  compel  evidence  to  be  given;  penalties  are  imposed  for  disobe- 
dience to  the  rules  of  the  commission;  commission  appeal  to  Insterstate  Com- 
merce Commission.     (Consult  Oeorgia  commission  cases:  S  I.  C.  Q.,  824i  09  Fed. 


Rep.,  63;  168  IT.  S.,  144.) 


jdbyGoogle 


report  shall  pay  especial  attention  to  the  po^bility  of  claaidfTiiig  nulways  in 
re^rd  to  rates  and  fares;  may  employ  civil  engineers. 

Indiana. — No  conuniseion. 

Jowa,— Three  commisaoners  elected  for  8  years;  oommiBaioii  has  general  imper- 
Tisioii  over  railways,  and  shall  investigate  matters  relating  thereto;  recommend 
changes,  examine  brid^eu  semiannually,  snbpoena  witneases,  adminieter  oath,  and 
enforce  orders  throngh  district  conrts,  hut  tne  same  conrt  may  also  issne  hijnnc- 
tions  if  the  orders  of  the  commission  seem  nnjnst.  (Marked  Edmilarit]'  between 
this  and  the  Federal  act  regulating  commerce.) 

Kansas. — Kansas  commission  law  recently  declared  nnconaUtntlonal,  bnt  as 
showing  the  trend  of  legislation,  salient  features  of  that  law  are  here  inaerted. 
The  law  created  a  conrt  of  visitation  composed  of  8  members — 1  chief  jnetice  and 
3  associates — elected  for  4  years.  This  commission  had  power  to  compel  adherence 
to  impartial  and  reasonable  train  service;  reqnire  the  construction  of  depots, 
switches,  and  other  facilities;  regulate  intersections  and  joint  operation  of  roads; 
prescribe  the  movement  of  trains  and  necessary  measures  of  safety  for  passengers 
and  employees;  require  uniform  appliances;  hear  and  decide  cases  relating  to 
freight  rates,  switcning  and  demurrage  charges,  and  to  apportion  such  charges 
amoi^  connecting  railways;  regnlate  rates  for  carload  and  less  than  carload  lots, 
incln£ng  live  stock;  classify  freight  and  restrict  raUw8j;s  in  the  exercise  of  their 
powers  to  charter  privileges,  and  compel  obedience  to  railway  law. 

Kentui^. — Three  commissioners  elected  by  districts  for  4  years.  No  power  to 
Hz  Tat«s,  but  a  law  of  ItftKI  requires  commission  to  hear  complaints  of  extortion 
and  excessive  rates ' '  when  complaints  shall  be  made  to  the  railway  commissioners 
accusing  any  railroad  or  corporation  of  charging,  collecting,  or  receiving  extor- 
tionate freignt  or  passenger  rates  over  its  line  or  lines  of  railroads  in  the  Common- 
wealth, or  when  said  commission  shall  receive  information  or  have  reason  to 
believe  that  such  rate  or  rates  are  being  charged,  collected,  or  received,  it  shall 
be  the  duty  of  said  commission  to  hear  and  determine  the  matter  as  speedily  as 
possible."  (Laws  1809,  chapter  2.)  In  addition,  Commission  gives  notice,  fixing 
time  and  place  of  hearingjWhereupon  rates  may  be  agreed  upon  and  put  in  opera- 
tion on  10  days'  notice.  The  commission  shall  also  examine  through  rates  and 
bring  proper  matters  before  the  Interstate  Commerce  Commission,  It  may  order 
improvements  and,  if  its  advice  is  not  heeded,  call  the  attention  of  the  attomey- 
genoral  and  the  legislature  to  those  matters. 

Louisiana. — Three  commissioners,  elected  fc 

railwayB;  hear  and  determine  complaints  aga , _,. 

attendance  of  witnesses.  Sheriffs  refusing  to  execute  and  enforce  process  or  order 
of  commission  subject  to  penalty  as  in  similar  civil  cases.  "  It  shall  be  lawful 
for  the  commission  to  fine  and  commit  to  the  parish  prison  of  the  parish  where  the 
commission  may  be  in  session  at  that  t6iie  any  witness  or  other  person  adjudged 
to  be  in  contempt  of  the  authority  of  said  commission,  the  same  as  in  cases  of  con- 
tempt before  the  district  courts  of  this  8tat«."  Railways  may  appeal  from  deci- 
sions of  commission  to  courts,  pending  which  commission  orders  are  suspended. 

Maine. — Three  commissioners  for  8  years,  appointed  by  the  governor  and  conn- 
cil.  Commission  shall  examine  railways  and  rolling  stock,  and  give  certificate 
showing  their  condition  to  railway  companies;  may  reduce  speed  on  unsafe  roads; 
settle  disputes  among  connecting  lines;  order  erectionof  stations;  investigate  acci- 
dents; make  rulings  as  to  crossings,  which  are  final,  unless  appealed  from  within 
14  days;  compliance  with  orders  may  be  compelled  by  court. 

Maryland. — No  commission. 

JHossacftiisefis.— Three  commissioners,  appointed  for  8  years  by  povemor  and 
conncil;  commissiontoexercisesupervision of  railways;  to  see  that  laws  are  com- 
plied witli;  to  inform  corporations  of  necessary  improvements,  changes,  etc.;  to 
examine  condition  of  roads  on  comi>laint  of  city  or  town  authorities;  to  investi- 
gate causes  of  accidents;  to  be  furnished  with  information  as  to  condition,  man- 
agement, eta,  of  roads;  to  examine  books,  accounts,  etc.;  on  request,  to  publish 
financial  condition;  summon  witnesses;  employ  experts;  approve  by-laws  of  rail- 
way relief  societies. 

Michigan. — One  commissioner,  appointed  by  governor  and  senate  for  2  years. 
Commissioner  shall  examine  condition  and  management  of  railways;  examine 
tracks;  hear  petitions  for  better  railway  facilities;  subpoena  witnesses;  arbitrate  . 
on  joint  nso  of  stations  and  terminal  facilities;  prescribe  uniform  systems  of 
accounting;  prescribe  forma  of  signals  and  order  antomatic  bells  at  crossings. 
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JlftnnMofa.—Three  commlsBioneTB  eledted  for  4  years.  CommlsBion  to  mveetigste 
rates,  fares,  and  classifications;  visit  each  county  annually;  bold  sessiona  in  any 
part  of  State;  inquire  into  management  of  common  carriers,  and,  at  discretion  of 
commission,  these  may  be  ened  for  noncompliance  with  orders;  attorney-general 
ex  officio  attorney  for  commission;  commission  notifies  carriers  of  petitionA  and 
complaints,  and  fixes  rates  either  on  complaint  or  on  its  own  motion;  snbpoBna 
witnesses;  prescribe  nnif orm  systems  of  acconnts;  may  require  uniform  ganges  if 
tbonght  neceessry  after  examination. 

MittitHppi.—'tbToo  commissioners,  elected  for  4  years  by  districts.  Commis- 
sioners ma^  apply  to  courts  of  chancery  to  compd  obedience  to  State  laws,  lawful 
orders, decuions,  and  determinations.  "Every  railroad  ought  to  nse  the  same 
classification  of  frelgtit,  and,  as  far  as  practicable,  the  railroad  commission  shaU 
reqnire  them  to  do  so,  and  to  conform  the  classification  to  that  in  use  in  inter- 
state commerce,  when  practicable."    (Revised  Statutes,  18S2,  section  4,  S18.) 


consolidation  of  parallel  lines,  and  prosecute  compmuee  for  prerenunir  comp< 
between  express  companies.  The  commission  also  has  power  to  eetabUsh  ci 
tlons  between  competing  lines. 

Montana. — No  conmiiesion. 

yebradea. — Board  of  transportation  composed  of  attorney-general,  secretary  of 
state,  auditor,  treasnrer,'  and  commissioner  of  public  lands.  The  law  prescnbes 
classification  of  freight  in  full.  The  commission  shall  inquire  into  the  manage- 
ment and  business  of  railways  for  the  protection  of  public  interests;  HnbiKBna 
witnesses  and  invoke  power  of  courts;  conrts  may  compel  obedience  by  injunc- 
tion, but  railways  have  power  to  am>eal  to  supreme  court.  Proceedings  of  com- 
mission accepted  aa  prima  facie  evidence;  commission  diall  report  InTeetigaticms 
in  writing, 

JVevddo.— No  commission. 

New  Hampshire. — Three  commissioners,  appointed  by  ^Covemor  and  council  for 
8  years,  Commission  has  power  to  fix  maximum  rates;  mTestlgate  accidente  and 
complaints:  administer  oaths,  summon  witnesses,  and  compel  them  to  testify; 
ineCitute  proceedings  against  railways  for  violation  of  law;  examine  railways 
annually;  investigate  accidente,  and  report  to  supreme  court  on  necessity  of  new 
roads,  bridges,  or  on  the  desirability  of  consolidations, 

Neu>  Jersey. — No  commission. 

New  Mexico. — No  commission. 

New  Yorfc.— Three  commissioners,  appointed  for  6  years  bv  governor  and  senate. 
Commission  exercises  general  Bnpervisory  powers  over  railways.  Attomey-^en- 
etal  may  prosecnte  rwlways  for  failnre  to  comply  with  orders  of  commission; 
lnvestigate«<^dents;  make  recommendationB  after  hearing,  for  which  the  attend- 
ance of  witnesses  is  compulsory;  make  mlings  on  grade  crossings,  from  which 
rulings  appeal  may  be  taken  within  60  days;  no  mortgagee,  except  purchase  mort- 
gagee, shall  be  issued  without  consent  of  the  commission. 

North  Carolma. — Corporation  commission,  composed  of  8  members  elect«d  for  6 
years.  Commission  has  general  supervisory  powers;  may  establish  rates;  prevent 
discriminations,  rebates;  call  the  attention  of  the  latai^tate  Commerce  Commis- 
sion to  proper  cases;  investigate  books  and  papers;  examine  ofScers,  and  exercise 
powers  ana  jnrisdiction  of  a  court  of  general  jurisdiction  on  snbjecte  embraced 
in  the  act;  establish  stations,  and  pass  upon  applications  for  discontinuing  the 
same;  investigate  accidents;  act  as  arbitrators  between  disagreeing  companies. 
In  fixing  maximum  rates  the  commission  shall  always  consider  the  value  of  serv- 
ices performed  and  other  factors  entering  into  the  composition  of  rates.  The 
commission  may  make  special  rates ,  with  a  view  of  developing  certain  industries. 
(Compare  Tennessee  laws.) 

North  Dakota. — Three  commissioners,  elected  for  Z  years.  Commission  shall 
have  general  supervision;  inqnire  into  violations  of  law,  neglect  of  dnty,  ete. 
Attorney-general  ex  officio  counsel  to  enforce  decrees  of  commission.  Hearings 
shall  be  given  on  petitions,  for  which  witnesses  may  be  subpcenaed  and  oat£s 
administered.  Where  railway  companies  cross  on  swne  grade  commission  may 
compel  construction  of  Y's. 

Onto. —One  commissioner,  api»inted  for  2  years  by  governor  and  senate.  Com- 
missioner shall  examine  complaints;  subpoena  witnesses;  call  for  books;  enforce 
acte  against  railways  having  inexperienced  employees,  the  act  r«^ulatin^  height 
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of  bridfOB,  aatomatic  conikteTs.  limitiiig  th«  hooxe  of  service  of  employees,  fire 
ffxtdngiushers  on  trftin,  and  interlocldng  switclice  (interloobing  ewitchee  are  cnm- 
pnlBory);  inreadf^te  accidents. 

Oregon. — No  commiBaion.  CommifleiDn  eatAbliahed  in  ]887,  and  in  1898  com- 
mission law,  and  with  it  practically  all  other  railway  l^islation,  wae  repealed. 

Pennsylvania. — Secretary  of  internal  affairs,  elected  for  4  years,  appoints  a 
deputy,  who  enpervises  railways.  The  secretary  of  internal  affairs  sh^I  sapply 
the  blanks  for  reports  of  railway  companies,  copies  of  which  shall  be  sent  to  the 

governor  and  membera  of  legiaUtnre;  SQch  reports  filed  in  bnrean  of  railroads. 
pecial  reports  may  be  required.  Bureau  of  railroads  shall  see  that  corporations 
act  within  legal  limits,  hear  complaints,  and,  if  well  fonnded,  instruct  attorney- 
general  to  institute  proceedings  against  offending  companies. 

Rhode  Island. — One  commfiaioner,  appointed  oy  governor  for  8  years.  Com- 
misMoner  shall  ■'  personally  examine  into  the  proceedings  of  any  railroad  corpo- 
ration," secure  compliance  with  laws,  investigate  accidents,  snbpcena  witnesses, 
approve  or  disapprove  the  abandonment  of  citations,  order  flagmen  at  crossings, 
and  make  orders  in  regard  to  grade  crossliigs,  from  whitih  an  appeal  may  oe 
taken.  Commissioner  shall  report  annually  to  the  general  assemoly, "  ao  far  as 
the  public  interest  may  require,  with  such  L^jggestionB  and  recommendations  as 
he  may  deem  necessary  or  expedient." 

South  Carolina. — Three  commissioners,  elected  by  ^neral  assembly  for  6  years. 
Commission  shall  have  supervision  of  all  railways;  mveetigate  complaints,  acci- 
dents, etc.;  may  require  information  concerning  rates  with  connecting  roads; 
may  ask  additional  questions  with  respect  to  schedules,  and  make  requests  and 
give  advice;  investigate' accidents.  Jointly  with  railway  companies  commisr*"" 
may  make  special  rates  for  the  purpose  of  developing  industriee  of  the  State. 
new  railway  ntay  be  opened  without  examination  and  certification  of  comi  .__ 
sion.  Railway  company  may  appeal  from  deciaions  of  commissioii  to  circnit 
ooort. 

South  Daftofa.— Three  commisBioneTa,  elected  at  large  for  B  years.  Commis- 
sion shall  investigate  cmnplainta  and  furnish  report  of  Investigation  to  com- 
plainants; subpoena  witnesses;  examine  books;  fix  schedules  of  nmximnm  rates 
and  classifications;  establish  joint  rates  on  petition  of  disagreeing  railway  com- 
panies; exercise  general  snpfnrision,  and  Institute  action  to  compel  compliance 
with  law. 

Tenns98ee.—Tbxe%  coittmiaei<men,  elected  for  6  years  by  grand  divisions  of  the 
State.  Commission  shall  supervise  and  fix  rates,  charges,  and  regulations  of 
freight  and  passenger  tariffs;  correct  abuses;  prevent  nnjnst  discrimlnaticms  and 
extortions.  Commission  may  sabpcena  witnesses,  examine  books,  and  compel 
testimony  to  be  given,  but  no  railway  emplojree,  officer,  etc,  shall  be  subject  to 
legitl  process  on  oasis  of  his  own  testimony;  Investigate  through  rates  and,  in 
case  of  violations  of  law,  report  to  the  Interstate  Commerce  Comimssion ;  attorney- 
general  condnct  proceedings.  Gironit,  chancery,  and  jnsticee'  courts  shall  have 
jurisdiction  of  cases  arising  out  of  the  act. 

"  Railway  companies  may  make  contracts  with  coal,  mining,  and  manufactur- 
ing companies  or  pKirsons  for  special  rates  of  freight  not  to  be  controlled  by  this 
f^ncle"  (Rev.  Stat.,  1896,  sec.  3060).  This  section  relates  to  long  and  short 
hauls,  and  should  be  read  in  connection  with  section  10,  chapter  24,  laws  of  1867, 
which  ^provides  that  nothing  in  the  act  shall  be  construed  to  prevent  railways 
from  giving  special  rat«s  to  encourage  infant  manufacturing  industriM,  and  for 
the  encouragement  of  any  other  new  industry,  or  for  the  transportation  of  any 
perishable  goods. 

"  That  it  shall  be  the  duty  of  the  railroad  commissioners,  by  correspondence 
or  otherwise,  to  otmfer  with  the  railroad  commissioners  of  other  States  and  the 
Interstate  Commerce  Commission,  and  such  persons  from  States  which  have  no 
raUxoad  commiasiDns  as  the  governors  of  such  States  may  appoint,  for  the  purpose 
of  agreeing,  if  iioncticable,  apon  a  draft  of  statutes  to  be  submittied  to  the  le^s- 
lature  of  each  State,  which  shall  secure  tmif  orm  control  of  .railway  transportation 
in  the  several  States,  and  from  one  3tate  into  or  through  another  State,  as  will 
best  serve  the  interests  of  trade  and  commerce  of  the  whol^  country." 

Texas. — Three  commissionerBi  appointed  b^  governor  and  senate,  holding  office 
for  same  period  with  governor.  (DammisBion  shall  adopt  all  necessary  rates, 
charges,  and  regulations  to  govern  and  regulate  railroad  freight  and  passenger 
rates;  to  correct  abuses  and  prevent  an  just  discriminations  and  extortion;  may 
change  rates  and  fix  same  for  empty  and  loaded  cars.  Emergencv  freight  rates 
established  by  law  as  amended  in  1809:  •  *  •  '-Saidcommiason  shall  have 
power,  when  deemed  by  it  necessary,  to  prevent  interstate  rate  wars  and  injury 
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to  the  bodneBa  interests  of  the  people  or  railroads  of  this  State,  or  In  case  of  any 
other  maergvacy  to  be  judged  by  tne  commiseioii:  and  it  shall  be  its  dnty  to  tem- 
pOtarOy  alter,  amend,  or  enspend  any  eiiating  freight  rates,  tariftB,  echedtilea, 
orders,  and  circnlarson  an jr  railroad,  or  part  of  railroad,  in  this  State,  and  to  fix 
freight  rates  where  none  exist." 

"Whereas  interstate cnt  freights  from  other  States  to  Texas  are  freqnentljr 
made  and  pat  in  force  on  8  days^iiotice  to  the  Interstate  Commerce  Commission, 
to  remain  m  force  oft«n  for  only  10  days  at  a  time,  snspeiiding  the  regular  rates 
for  that  time;  and  whereas  these  temporaiy  cnt  rates  are  intended  and  actually 
do  benefit  only  a  farored  few.  who  are  notified  in  advance;  and  whereas  snch  cnt 
rates  tend  to  demoralize  traffic  and  create  rate  wars,  to  the  great  detriment  oF 
Texas  railway  companies  and  the  pnblic  generally;  and  whereas  under  the  law 
as  it  now  exists  emergency  rates  to  meet  sack  cats  and  prevent  such  rate  wars 
can  not  be  pat  in  force  until  8  days'  notice  to  the  roads  interested,  an  imperative 
public  necessity  and  emergency  exists  for  the  anspemrion  of  the  constitutional 
rnle,  requiring  bills  to  be  read  on  3  several  days,  and  this  bill  shall  therefore  take 
effect  and  be  in  force  from  and  after  its  passage." 

Utah.— So  commission. 

Ferviont. — Three  commissioners,  appointed  by  the  governor  and  senate  for  3 
years.  Commission  exercises  general  snitervision;  examines  books  andwitnessee; 
stay  employ  experts;  make  recommendations  and  app^  ±o  supreme  conrt  to  com- 
pel compliance  with  its  orders;  inquire  into  lack  of  connections;  recommend 
repairs,  improvements,  etc.;  and,  in  general,  see  that  the  laws  are  complied  with. 
So  far  as  consistent  with  State  laws  commisaionB  shall  conform  to  the  rules,  etc., 
of  the  Interstate  Commerce  Commission. 

Virginia.— One  commissioner  for  3  years,  elected  by  general  assembly.  Com- 
mission ebaU  inanlre  into  and  examine  conditions  of  railways,  and,  in  general, 
bring  abont  obedience  to  law;  on  complaint  of  mayor,  aldermen,  councils,  certain 
judges,  commisBJon  shall  investigate  and  report  to  the  board  of  public  works, 
composed  of  governor,  auditor,  and  treasurer.  Persons  suffering  ^om  violation 
of  law  may  seek  relief  in  court  of  equity  through  commission.  Commission  shall 
report  on  actual  working  of  the  railway  system  in  its  relation  to  the  bnsinees  and 
proTOerity  of  the  State;  make  suggestions  as  to  general  railway  policy;  investigate 
accidents;  and  require  railway  companies  to  furnish  information  regarding  the 
management  and  operation  of  roads. 

Waghin^on.-'So  commission. 

West  Virginia, — Ho  commission. 

T7Mcon«n.— One  commissioner ,  elected  for  8  years.  Commissioner  shall  inqnire 
into  neglect  of  duty  or  violations  of  law;  inspect  railways,  and  ascertain  their 
pecuniary  conditions;  notify  railway  companies  of  comnlaints.  and  give  notice  of 
hearing;  subpcsna  witnesses;  request  attorney-general  to  prosecute  in  behalf 
of  oommission.  Decisions  of  commissioner  final  unless  appealed  from  within  SO 
days. 
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PART   V.-FOREIGN    EAIIWAV   CHARTERS   AND   IMPORTANT 
LAWS. 


,  —In  theu  times  of  commercial  ezpatudon  and  the  eMabliefament 

o  far-reaching  and  complex  International  relationB  a  mrvej'  of  foreign 

experience  is  especially  appropriate.  The  railway  aa  an  inatitntion  is  everywhere 
the  same.  As  an  indnstry  it  presents  characteristics  which  are  in  many  reepecte 
different  from  those  common  to  other  IndnstrieB,  These  pecoliaritieg  of  the  rail- 
way tmsinese  have  been  so  often  pointed  out  that  it  in  not  necessary  to  repeat 
them  here.  Railway  legislation,  like  legislation  in  other  domains  of  the  industrial 
woi'ld,  DiiiBt  bear  definite  relations  te  tSe  hnainesB  treated  in  snch  laws,  and  the 
fact  being  indisputable  that  the  Intrinsic  nature  of  railway  enterprise  is  every- 
where the  same,  the  corollary  most  go  nnchallenged  that  railway  le^islatloii 
mnst,  in  its  essential  features,  bear  the  same  degree  of  similarity  and  identity. 
It  is  only  in  secondary  and  local  characteristics  that  we  find  differencea  of  impor- 
tance in  a  study  of  railways  of  different  countries;  hence  it  follows  that  only  in 
snch  secondary  matters  should  laws  aiming  at  the  control  of  railways  differ  is 
the  snbatantial  elements  of  their  contents.  The  experiences  of  foreign  countries 
have  frequently  been  bmshed  aside  on  the  assumption  that  whatever  aaccesa  or 
failure  may  have  characterized  foreign  effort,  nothing  of  vital  importance  to 
American  Stetes  could  poseiblybedLscemedthereinbecanse  of  differences  in  con- 
ditions which,  it  is  alleged,  e&st  between  the  United  States  and  the  respective 
foreign  conntrie«.  No  one  will  be  inclined  to  deny  that  certain  important  differ- 
ences do  exist,  but  the  position  can  be  successfully  maintained  that,  so  far  aa 
railways  are  concerned,  these  differences  do  not,  as  a  rule,  tench  npon  the  essen- 
tial features  of  the  railway  problem,  and  that  along  the  large  lines  of  industrial 
gowth  and  development  every  importent  modem  nation  is  cosmopolitan;  that 
,  modern,  soci^,  and  economic  conditiona  have  the  world  over  become  more  and 
more  alike,  and  aa  this  similarity  increases  the  need  for  similar  lesislation  in  all 
the  different  countries  becomes  mcreasingly  urgent. 

Railway  charters — using  this  term  in  the  sense  of  special  legislation  as  well  as 
giants  of  railway  charters  under  general  laws — are  essentially  alike  the  world 
over  BO  far  as  the  great  nations  are  concerned.  In  all  the  different  countries  rail- 
way charters  bear  apon  them  the  marks  of  lineal  descent  from  early  English 
charters,  which  in  turn  were  coiiied  directly  from  the  charters  granted  to  canal 
and  road  companies.  This  similarity  between  railway  and  macadam  or  plank  road 
charters  can  oe  readily  detected  in  our  laws.  Many  common  road  charters  are 
identical  in  language  with  contemporary  railway  charters,  the  only  differences 
lyin^  in  a  f  ew  things  pecnliar  to  road  companies,  snch  as  the  Bmallersize  of  shares, 
provwions  on  toll  gates,  the  use  of  the  road  by  drovers,  ete.  Were  one  to  take 
out  of  4  railway  charter  and  a  common  road  charter  clauses  relating  directly  to 
these  topics,  it  would  probably  be  impossible  to  determine  whether  a  certahi 
charter  nad  originally  been  granted  to  a  common  road  or  a  railway  company. 
Certain  archaic  features  which  were  embodied  in  the  Liverpool -Manchester 
charter,  reference  to  which  will  be  made  later,  may  be  discerned  in  charters  of 
different  Stot«8  in  the  United  States,  as  well  as  in  those  of  foreign  countries.  One 
of  the  most  common  of  these  is  the  right  of  different  stuppers  to  use  the  same 
track.  One  of  the  most  serious  objections  brought  against  some  of  the  early 
railway  projects  waa  the  impoesibilit^  of  using  ordinary  coaches  and  vehicles  in 
the  transportation  of  persons  and  property  over  railways.  luventora  during  the 
earlier  decades  of  the  nineteenth  century  devised  contrivances  by  which  carnages 
could  be  nsed  on  both  common  and  rail  roads.  These  provisions  were  inacrt«a  in 
some  cases  for  the  purpose  of  reserving  to  the  State  certain  righte  which  it  might 
otherwise  find  difficult  to  assert.  It  was  thought  that  the  State,  or  a  person  or 
persons  authorized  to  do  so  by  the  State,  oonld  become  active  competitors  over 
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the  game  tracks,  and  thn.,  enforce  mlee  of  jostioe.  The  fallacy  of  this  theory  was 
eoon  dlBcoTered.bnttbe  archaic  clansM  continned  to  find  their  way  into  chuters. 

In  Bnrreyin^  the  lesidatlon  of  foreign  conntries  one  ie  impreeaed  with  the 
promptneea  with  which  Japan  apparently  adopted  many  of  the  more  advanced 
ideaa,  aa  expressed  in  legis^tion  of  other  conntneB.  and  for  this  reason  the  laws 
of  Japan  will  be  considered  first.  Eneiiaiid  natorally  takes  its  place  at  the  head, 
or  Tery  near  to  it,  because  ot  the  vitairelationB  existing  between  the  laws  of  onr 
own  and  the  mother  conntry .  For  ohvions  reasons  some  attention  is  also  paid  to 
English  colonial  history.  PmseiB  deserves  to  be  dwelt  upon  at  some  length. 
becaase  In  that  country  the  most  snccessfnl  system  of  State  ndlways  that  the 
world  has  thns  far  known  has  been  in  operation  for  nearly  a  quarter  century. 
For  the  sake  ot  completeness,  as  well  as  (or  the  sake  of  the  int«resf  which  attaches 
to  leading  features  of  r'silway  lenslation  of  other  conntries,  France,  Austria, 
Switzerland,  Norway,  and  other  foreign  States  will  be  consideTed.  Students  of 
railway  afiFairs  feel  tne  need  of  a  thorough  stndy  of  foreign  syste^ms.  They  have 
the  feeling  that  the  experiences  of  foreign  conntries  have  not  yet  been  adeqoatelv 
brougtkt  before  us,  and  that,  in  order  that  we  may  proiit  by  whatever  leasonssnon 
experience  may  convey,  a  much  fuller  presentation  of  the  subject  of  foreign  raO- 
waya  should  be  made.  It  is  needless  to  assert  that  this  paper  makes  no  such 
attempt.  All  that  the  writer  hopes  to  accomplish  in  these  paragraphs  is  to  point 
out  l^e  most  important  features  of  foreign  charters  and  laws  In  their  bearing 
npon  practical  questions  of  regulation  and  control. 

Claui&oation  of  foreign  rBilways.— In  connection  with  the  discossion  of 
foreign  railway  legislation  it  will  be  necessary  to  refer  to  the  different  kinds  of 
railways  recognizea  in  the  laws  of  other  countries ;  and,  as  a  matter  of  convenience, 
it  may  be  well  to  bring  together  here  the  claasiflcationB  of  the  leading  ooontriea. 
In  the  United  States  we  are  accustomed  to  speak  of  trunk  and  branch  lines  only, 
la  England  no  real  classification  exists.    However,  a  law  of  1868  im 


IS  duties  on ' '  li^ht  railways,"  this  term  implyina;  raUwayg  the  speed  of  which 
does  not  exceed  25  miles  per  hour  and  whoeelnuaenu  not  greater  t£an  8  tons  per 
axle.    Pmssia  has  from  thefirst  recognized  primaryandsecondaryr^ways;  bnt 


not  until  1893  were  narrow  gauge  and  other  local  railways  included  in  the  term 
"railway"  at  all.  French  law  fonnallj;  recognizes  only  2  classes,  but  a  very  rigid 
administrative  division  of  thefirst  class intoasubclassea.  really creatcsa  third dass 
of  roads.  These  3  classes  are,  the  primary  network  of  raUways  of  general  interest, 
thesecondarynetworkof  railways  of  general  interest  ,Bndrailways  of  local  interest. 
The  particular  class  to  which  a  railway  shall  belong  depends  npon  Qie j^ace  which 
is  assigned  to  it  by  the  authorities  of  the  Stete  in  IJie  "  declaration  of  pnUio  atQity.'' 
Belgium  reco^izes  8  classes — railwa>[8  of  general  interest,  parocMal,  and  nrban 
railways.  In  Holland  3  classes  also  exist— primary,  eeconduy,  and  regional.  The 
Austrian  and  Hungarian  classifications  are  essentially  like  tiiat  of  PruWa,  includ- 
ing main  and  local  roads.  The  Italian  law  of  18TQ  distinguishefl  between  4  classes, 
based  upon  the  proportion  of  the  total  cost  of  the  railways  borne  rcepectiTdy  by 
the  Federal  Glovemnient  and  by  subordinate  polildal  unitiee.  Secondary  railways 
are  divided  into  5  classes,  depending  upon  the  width  of  tracks,  speed,  curvee, 
grades,  etc. 

The  convenience  of  classifications  of  this  kind  is  apparent;  and,  furthermore, 
such  classifications  are  in  themselves  a  recognition  of  varying  d^rees  of  impor- 
tance attached  to  different  kinds  of  railways.  Under  the  laws  ot  the  different 
States  in  the  Union,  except  for  purposes  of  taxation,  all  railroads  are  practically 
put  into  the  same  category  and  treated,  so  far  as  the  law  is  concerned,  as  if  tihey 
all  stood  npon  a  plane  of  intrinsio  equality.    A  short  and  insignificant  rood  in  an 


isolated  corner  of  the  State  is  governed  by  the  same  laws  through  which  an 
attempt  is  made  to  control  and  regulate  the  most  extensive  system  em  Dradne  thou- 
sands of  miles  of  double,  triple,  and  quadruple  tracks.    Along  this  line,  roreign 


legislation  may  teach  us  a  valuable  lesson  in  tnat  it  points  ont  to  ns  tlie  imperative 
necessity  of  recof^nizing  in  the  law  decisive  differences  in  the  soci^  and  economic 
importance  of  different  railway  systems. 
Japan. — Apart  from  the  important  changes  which  have  been  made  in  the  laws 


bearing  npon  administrative  organs,  the  fundamental  railway  law  of  Japan  is 
"  the  act  for  a  private  railway,"  passed  in  May,  1887.  Under  this  law  6  or  more 
persons  desiring  to  build  a  railway  for  the  transportation  of  pasaengMS  and  goods 


X'j-ed  to  hand  in  an  "  estimation  "  of  their  project  to  the  oentrd  govam- 
ough  the  provincial  authorities.    The  estimation  is  gi-miiM-  to  the  Ameri- 
can articles  of  incornoration,  and  is  divided  into  the  following  6  sections: 
Section  I:  Name  of  company;  place  of  main  offices. 

Section  II:  Names  of  termini  and  of  places  through  which  railway  is  to  pass; 
also  a  general  map  of  the  route. 
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Section  ni:  The  total  tunoiint  of  capital  stock  and  the  ntimber  and  size  of  the 

Section  IV;  B8tiinat«d  expense  of  bnilding  road,  together  with  an  estimate  of 
the  probable  volome  of  bneineM. 

Section  V:  Names  and  addresses  of  incorporators;  also  the  nomber  of  shares  for 
which  each  is  reeponeible;  but  the  ntunbur  of  eharea  held  by  the  incorporatora 
mnst  eiceed  30  per  cent  of  the  whole  amount  of  the  capital  stock. 

After  examimng  the  estimation,  if  the  central  government  approres  of  Uie 
project,  a  preliminary  charter  may  be  Rranted  and  tiie  provincial  administration 
maybe'oraered  to  permit  the  incorporators  to  make  an  exact  statement  regarding 
the  lines,  work,  means,  probable  cost,  and  mles  of  the  company.  The  Qoveni- 
ment  shall  reject  the  proposal  if  it  considers  that  the  new  railway  interferes  with 
other  railways  already  in  existence,  and  that  the  necessity  of  the  conatmction  fd 
the  proposed  railway  can  not  be  fully  demonstrated. 

If,  aftor  a  careful  inveatleation,  tne  Oovemment  recognizes  the  project  as  a 
desirable  one,  a  penuanent  cuarter  shall  be  granted.  Until  the  permanent  char- 
ter Ib  granted  the  incorporators  can  not  receive  aabscriptioiia  aa  a  company; 
neither  can  they  begin  constructing  the  road. 

When  authority  to  do  so  has  been  granted,  the  company  must  start  within  6 
months  after  registration  in  the  work  of  constmction,  and  must  finish  the  TOad 
within  the  term  indicated  within  the  charter.  If  Buf&cient  reason  exists,  an 
extension  of  the  chortor  time  may  be  granted  on  application  to  the  provincial 
government  at  least  3  months  before  the  expiration  of  the  time  limit,  bnt  nnder 
no  circnmstancea  shall  this  extension  in  time  exceed  one-half  of  the  charter 
period. 

The  sections  on  eminent  domain,  right  of  way.  and  the  amount  of  land  which 
the  company  may  hold  are  almost  identical  with  similar  sections  in  American 
charters,  with  the  very  important  difference  that  all  land  la  purchased  through 

EDvemmental  authorities.  In  case  the  railway  rnna  throng;h  public  lands,  such 
tndsmustbebottghtfrom  the  Government  for  an  agreed  pnce;Dut  if  itis  private 
land  which  the  company  proposes  to  cross  or  use,  the  Gkivernnient  is  empowered 
to  purchase  the  same,  accoroing  to  the  provisions  of  such  laws  governing  anch 
transactions,  and  then  to  sell  the  acquired  land  to  the  company.  ProvisionB  on 
crossing  pubhc  roads,  bridges,  and  canals,  as  well  as  on  the  construction  of 
bridgeB,cro6Biiig8,fence8,gateB,embankmente,  and  the  like,  are  much  like  similar 
part«  of  American  charters. 

As  soon  as  the  company  desiroB  to  open  a  part  or  the  whole  of  the  road  for 
traffic,  a  communication  must  be  addressed  to  the  head  of  the  national  or  central 
railway  department,  now  the  department  of  communication.  The  department 
of  communication,  having  received  such  notice  of  the  intention  of  the  company 
to  open  its  new  line  to  traffic,  shaU  order  an  inspection  of  the  road,  with  respect 
of  gauge,  bridges,  rolling  Btock,buildings,  etc.,  in  accordance  with  the  provisions 
of  the  estimation.  If  the  inspection  is  satisfactory,  then  a  business  charter  or 
"  grant  to  begin  busineHs  "  la  given  to  the  company.  This  charter  finally  anthOT- 
izes  the  corporation  to  do  business.  It  will  be  noticed  that  under  the  Japanese 
system  the  entire  grant  of  franchise  to  the  company  is  divided  into  3  parts, 
beginning  with  the  preUminary  charter,  continuing  through  the  permanent 
charter  for  construction  aud  equipment,  and  culminating  in  the  business  charter. 
The  fir  at  or  the  preliminary  charter,  which  merely  gives  to  the  company  the  right 
to  make  detailed  eatimates  and  surveys,  is  open  to  competition.  In  the  nai;nreof 
the  case,  no  competition  can  be  permitted  after  the  permanent  or  constmction 
charter  has  been  granted. 

The  department  of  communication  is  required  under  the  law  to  send  inspectors, 
not  only  during  the  period  of  construction,  but  also  after  the  road  has  been  com- 
pleted; and  if  at  any  time  such  inspection  reveals  defects,  or  prejudices  public 
safety  and  comfort,  repairs  and  even  rebuilding  may  be  ordered. 

The  Oovemment  reserves  the  right  to  construct  telegraph  lines  on  the  right  of 
way  of  a  company;  and  the  company  may  use,  on  payment  of  the  proper  price, 
such  telegraph  posts.  (In  Japan  the  telegraph  is  owned  by  the  GoVenunent).  The 
cranpany  mnst  give  up  the  use  of  a  part  of  its  land  and  station  houses,  without 
charge,  for  the  postal  and  telegraph  service.  In  case  rebuilding  is  necessary  in 
order  to  aoconimodate  the  Government  the  latter  shall  pay  the  aclraal  coste  of 
oonstruction.  Regulations  relating  to  pay  for  the  mail  service  are  also  contained 
in  the  taw,  as  well  as  provisions  governing  free  transportation  of  postal  and  other 
officials.  Prisoneta  and  police  officers  may  travel  at  half  price,  and  in  time  of 
war  the  use  of  railwavs  may  be  determined  by  special  decree.  At  any  time,  if 
army  or  naval  officers  desire  miprovements  or  changes  in  construction,  such  may 


reqnired  of  State  railwavB  for  the  purpose  of  iiiBiirmg  pablic  safety  and  [tromot- 
iiw  the  public  good.  AU  regulationa  of  State  railways  apply  to  private  railwayfi, 
miless  specially  ordered  otherwise.  If  a  company  desiree  to  mafce  changes  in  me 
operation  of  its  road,  it  mast  first  secure  penmssion  from  the  Government.  Bates 
ttte  establiabed  and  changed  under  the  direotion  of  the  depariment  of  commnni- 
cstion,  and  maximum  rates  are  established  in  the  law.  All  chsi^ea  in  train 
schedules  nmet  be  reported  to  the  central  Gfovemment.  A  semiannual  report  is 
required  of  each  company,  which  must  be  sent  to  the  central  department  within 
40  days  after  the  eipiration  of  the  term  for  which  the  report  is  made. 

A  railway  company  may  mortgage  a  part  of  or  the  entire  plant,  but  the  amoont 
of  snch  indebtedness  shall  never  exceed  five-tenths  of  the  total  amoont  paid  by 
snbBcribers;  no  dividends  can  be  declared  before  the  debt  for  that  term  hae  been 
paid.    OtherprovisionsgovemBystemsof accounting, intersectiona, and  jimcUons. 

The  Oovemment  reserves  the  right  to  purchase  railways  after  25  vears  of  char- 
tered existence,  and  the  pnrchase  price  may  be  fixed  on  the  basis  or  the  average 
price  of  shares  durinK  the  6  years  immediately  preceding  the  tinie  of  the  pur- 
chase. Upon  any  violation  of  the  act  on  the  part  of  railway  companies,  or  upon 
any  violation  of  the  proper  use  of  railways,  the  Goveniment  may  order  the  elec- 
tiou  of  a  new  set  of  officers  or  authorize  the  State  raUway  bureau  to  operate  the 
road;  but  in  case  the  State  oontinnes  the  operation  of  a  railway  the  profits  ifccme 
to  the  company. 

The  department  of  communication,  which  has  been  mentioned  a  nnmber  of 
times,  is  divided  into  3  bnreans,  the  raUway  bureau  and  the  borean  of  operation 
and  acconutinK.  The  latter  has  charge  of  aU  State  railways,  comprising  about 
one-fourth  of  the  entire  network.  The  railway  bureau  supervisee  and  controls 
private  railways  and  is  virtually  the  authority  which  grants  charters,  provided 
such  charters  do  not  unduly  interfere  with  existing  railways,  and  when  real  need 
for  the  constmction  of  a  new  line  can  be  shown  to  enst.  The  burean  may 
establish  and  alter  rates  and  time-tables  in  accordance  with  the  provlalone  of  the 
law  discussed  above. 

The  notable  features  of  the  Japanese  law,  connected  with  the  grant  of  the 
franchise  and  the  purchase  of  land,  hare  already  been  discussed.  A  third  pro- 
vision deserves  especial  attention.  This  relates  to  the  advisory  council,  in  the 
establishment  of  which  the  Japanese  seem  to  have  followed  in  the  wake  of  the 
most  progressive  European  countries.  The  Japanese  advisory  council  is  composed 
of  not  more  than  20  persona,  representing  the  cabinet  departments,  both  houses  of 
the  Legislature  and,  for  special  purposes,  members  with  limited  tenure,  who  serve 
as  experts  in  the  council.  The  powers  of  the  council  are  only  advisory,  and  relate 
to  questions  of  location,  construction,  financiering,  and  operation.  While  the 
department  of  commanication  and  other  branches  of  the  Oorernment  may  direct 
inquiries  to  the  council,  the  latter  may  also  act  on  its  own  initiative  and  bring 
its  conclusions  and  findings  before  the  proper  officials.  A  comparison  of  the 
Japanese  with  the  Prussian  councils  shows  important  differences  in  th^  compo- 
tiition.  Under  the  Prussian  law  bureaucracy  is  guarded  f^ninst  by  the  exclanos 
from  the  council  of  all  immediate  State  offlmab.  In  Japan,  on  the  other  hand, 
the  law  specifically  provides  for  the  inclusion,  in  the  council,  of  cabbiet  officers 
raid  members  of  the  Legislature.  In  this  respect  the  Japanese  council  system  is 
probably  inferior  to  the  Prussian.  Bureaucratic  inflnence  is  said  not  to  have 
made  itself  felt  up  to  the  present,  bat  that  there  exists  a  real  danger  of  an  nndue 
influence  in  an  advisory  body  of  this  Mnd,  when  its  members  are  so  closely  con- 
nected with  the  Government,  is  too  obvioos  to  require  argument.  However, 
Japan  deserves  credit  for  having  incorporated  in  her  laws  so  many  of  the  moat 
desirable  features  of  epoch-making  laws  of  foreign  conntries. 

England,— The  history  of  English  railway  charters  is  not  essentially  different 
from  that  of  the  charters  panted  iu  the  United  States,  except  that  the  proceee  of 
mutilation  by  which,  durmg  succeeding  years,  numerous  unportant  provisions 
were  eliminated  from  them,  never.  dev3oped  so  far  in  England  as  it  old  in  onr 
own  country.  It  is  an  error,  however,  to  suppose  that  the  great  crops  of  railway 
charters  which  marked  the  legislative  activity  of  our  uamerous  States  did  not 
find  their  coooterpart  in  England.  In  the  year  1825,  Parliament  granted  no  less 
than  S9  charters,  and  during  several  of  the  years  from  IS40  to  1890  more  than  900 
charters  were  granted  in  each  year.  These  were  nearly  all  for  short  railways, 
just  as  in  our  own  country  numerous  local  lines,  projected,  constructed,  and  for 
a  while  also  operated,  under  separate  chw^ers,  were  the  material  out  of  which  the 
present  systems  have  been  constructed.  The  Stockton  and  Darlington  was 
chartered  in  1830,  and  on  May  5.  ISSO.  Parliament  granted  the  epooh-making 
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Liverpool  and  Manchester  charter.  The  latter  is  a  long  and  combersome  doca- 
meDt  of  900  aectioiiB,  many  of  which  are  archaii;,  and  bear  the  impreas  of  tompike 
and  canal  chafters.  It  is  nnneceaBary  to  specify  in  detail  the  provisions  of  ^ila 
important  charter,  for  these  do  not  differ  materially  from  those  fonnd  in  the  best 
chartera  granted  by  our  Statea.  In  another  place'  the  writer  has  traced  thie 
9imilarity  between  the  Llrerpool  and  Manchester  charter  and  charters  granted  la 
the  Unit«d  States  through  tlw  provisions  bearing  npon  a  number  of  the  eeaential 
pointa  of  a  charter;  and,  aa  resolt  of  this  parallel  stndy,  the  fact  has  been  firmly 
9stablished  that  many  American  charters  embody,  literallj;,  sections  of  EngUah 
charters,  and  that  probably  all  the  American  charters  fonnd  in  English  l^slation 
their  form  and  content. 

Early  attempts  were  made  In  England  to  legislate  throngh  general  laws.  The 
Siat  general  bul  for  railways  was  introduced  in  1836,  and  provided  that  "  divi- 
lends  be  limited  to  a  certain  rate,"  and  that  Parliament  reserve  to  itself  the 
power  to  fix  periodically  the  tolls  on  passengers  and  goods.  Daring  Uie  same 
ye&r  a  diBtiDgnished  member  of  the  Honae  of  Lords  advocated  a  forfeiture  clanse 
in  railway  charters;  and  another  member  of  that  Honse  submitted  a  plan  nnder 
wliich  the  elaboration  of  the  Engl^h  railway  system  was  to  be  intmsted  to  a 
becbnical  board  approved  by  the  Peers.  A  reeolution  in  the  Hoose  of  Lords, 
axclndlng  members  of  that  House  from  railway  projects  In  which  they  them- 
jelvee  were  intereeted,  indicates  another  phase  of  English  public  opinion  at  that 
time.  Following  the  example  of  the  earlier  turnpike  cnarters,  a  prominent 
member  of  the  Honse  of  Commons  demanded  a  periodical  revision  of  maximum- 
rate  schedules  every  31  years.  Although  none  of  these  reeolntions  and  bills 
brought  about  immediate  changes,  they  are  important  in  that  they  show  a  recog- 
nition, on  the  part  of  Parliamentary  leaders,  of  some  of  the  pecoliarities  of  this 
new  means  of  transportation,  out  of  which  were  later  to  grow  some  of  the  most 
:;omplex  problems  with  which  administrative  authority  has  ever  had  to  deal.  In 
1843.  the  board  of  trade  was  empowered  to  appoint  inspectors  of  railways,  with 
iufficient  authority  to  postpone  the  opening  of  railways,  to  pass  upon  by-laws  of 
railway  corporations  and  to  bring  legal  proceedings  against  companies  for  violat- 
ing enstiiig  statutes.  The  board  of  h'ade  also  had  power  to  compel  railway 
companies  to  report  accidents  and  to  furnish  information  with  respect  to  railway 
trafoG  and  rates.  The  first  comuiasion  was  established  in  1840.  It  was  empow- 
^ed  to  do  essentially  those  things  whicb  the  board  of  trade  had  previonsly  Deen 
luthorized  to  do.  Other  eiperimenta  were  made  with  a  different  ty^  of  com- 
mission, and  also  with  a  retraneference  of  power  to  the  board;  but  admmistratiTe 
control  was  not  placed  upon  a  permanent  footing  until  the  regulation  of  railways 
let  of  1878,  This  act  established  a  new  tribunal,  known  aa  the  "railway  com- 
jiisaioners,"  composed  of  3  members,  1  exi>enenced  in  law  and  I  in  railway  mat- 
ters. The  princu>al  duty  of  these  commiadcmera  was  to  enforce  the  observance 
)f  the  "  reasonable  facility  section,"  of  the  act  of  16&4,  the  exact  text  of  which  is 
lere  inserted: 
Every  railv 
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ng  and  lorwarding  and  delivering  of  traffic  upon  and  from  the  several  raUwaya 
tnd  canals  belonging  to  or  worked  by  such  companies,  respectively,  and  for  the 
-etum  carriages,  tracks,  boats,  and  other  vehicles,  and  no  such  company  ahiall 
nake  or  give  any  nndue  or  unreasonable  preference  or  advantage  to  or  in  favor 
>f  any  particular  person  or  company,  or  any  particular  description  of  traffic.  In 
tny  respect  whatsoever,  nor  shall  any  snch  company  subject  any  particnlar  p^r- 
<ons  or  company  or  any  particular  description  of  traffic  to  an  undue  or  unreasoD- 
tble  prejudice  or  advantage  in  any  respect  whatsoever;  and  every  railway  company 
«id  cans!  company  and  railway  and  canal  company  having  or  working  railways 
>r  canals  which  form  part  of  a  continuous  lineof  railway  or  canal  or  railway  and 
.■anal  communication,  or  which  have  the  terminus,  staMon.  or  wharf  of  the  one 
lear  the  terminus,  station,  or  wharf  of  the  other,  shall  afford  all  due  and  reaaon- 
kble  facihties  for  receiving  and  forwarding  all  the  traffic  arriving  by  one  of  such 
■ailways  or  canals  by  the  other,  without  any  unreasonable  delay,  and  vrithont 
iny  snch  preference  or  advantage  or  prejudice  or  disadvantage  as  aforesaid,  and 
MS  that  no  obetruction  may  be  oiTered  to  the  public  deairoua  of  using  such  rail- 
icavs  or  canals  or  railways  and  canals  as  a  continuous  line  of  communication, 
)nd  BO  that  all  reasonable  accommodation  mav,  by  means  of  railways  and  canals 
if  the  several  companies,  be  at  all  times  afforded  to  the  public  in  that  behalf." 

The  commissioners  also  had  power  to  enjoin  the  forwarding  of  the  traffic  of 
ither  roads  on  request  of  railway  companies,  and  were,  furthermore,  empowered 
x>  act  as  a  board  of  arbitration. 
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The  law  of  1878  ntood  iintil  1888,  when  it  was  snperseded  by  "An  act  for  the 
better  regolatioQ  of  railway  and  canal  traffic,  and  for  other  pnrpoaeB."  The  law 
of  1688  is  to  be  constmed  an  one  with  that  of  1878  and  the  acts  amending  the  Bsme, 
and  all  these  acts ' '  may  be  construed  together  as  the  railway  and  canal  traffic  acts, 
1878  and  1888."  Under  the  new  law  the  railway  commiesion  is  composed  of  2 
permanent,  appoint^  members,  and,  tn  addition,  an  ex  officio  member,  being  1 
of  S  officers  representing  England,  8<iotland,  and  Ireland,  respedavely.  The  ex 
officio  member  attends  only  the  sessions  held  in  the  conntary  represented  by  him, 
and  is  designated  in  England  by  the  lord  chancellor,  in  Scotland  by  the  lord  pres- 
ident and  the  court  of  sessions,  and  in  Ireland  by  the  lord  chancellor  of  Ireland. 
His  Majesty  appoints  the  8  permanent  members  on  the  reconmiendation  of  the 
president  of  the  board  of  trade.  One  of  these  shall  be  of  experience  in  railway 
business.  The  law  specidee  the  commissioners'  salary,  time  and  place  of  meet- 
ing, and  other  details.  A  list  of  bodies  and  corporations  through  whom  complaint 
may  be  brought  is  enumerated,  including  harbor  boards,  common  conncila,  and 
other  representative  bodies,  justices,  associations  of  traders,  chamber  boards, 
commercial  and  agricultural  societies,  et«. 

The  board  of  trade  may  reqoire  security  for  costa  to  be  given  before  granting 
permiaBion  to  bring  action  before  the  eoniini  anion. 

The  commission  in  given  fnll  power  to  execute  existiag  railway  r^olations,  to 
exercise  jurisdiction  over  qnestions  and  disputes  relating  to  rat««,  to  order  trafOc 
facilitiea  and  award  damages,  and,  in  general,  exercise  fall  supervisory  powers 
over  the  railways  of  the  country.  Sections  S5  to  35,  inclusive,  of  the  act  relate 
to  claesificationB,  throogh  rates,  ^onp  rates,  and  similar  matters.  Section  17  is 
one  of  great  importance  becanse  it  deals  with  a  subject  in  which  the  weakness  of 
much  American  legislation  has  long  been  snpposed  to  exist: 

"(1)  No  appeal  shall  lie  from  the  commissioners  npon  a  question  of  fact,  or 
apon  any  question  regarding  the  locns  standi  of  a  oompUiQant. 

"(3)  Except  as  otherwise  provided  by  this  act,  an  appeal  shall  lie  from  the 
commissioners  to  a  superior  court  of  appeal." 

In  order  to  show  that  the  conditions  out  of  'which  English  l^islation  grew  are 
not  radically  different  from  those  which  shape  American  legi^tion,  brief  refer- 
ence will  here  be  made  to  Parliamentary  reports  of  1872, 188S,  and  18S8.  The 
conclusions  and  recommendations  of  the  committee  of  1872  were  summarized  as 
follows: 

"  1.  Past  amalgamations  have  not  brongbt  with  them  the  evils  which  were 
anticipated. 

"  3.  Competition  between  raUways  exists  only  to  a  limited  extent,  and  can  not 
be  maintained  b^  lenslation.   , 

"8.  Combination  Detween  railway  companies  is  increasing,  and  is  likely  to 
increase,  whether  by  amalgation  or  otherwise. 

"4.  It  is  imposaible  to  lay  down  a 
the  character  of  fature  amalgamatiot 

"  5.  The  moat  urgent  question  now  prwsing  for  solution  is  whether,  under  the 
I»«sent  stat«  of  things,  the  interest  °'  ^^  public  is  adequately  provided  for  and 
protected,  and  is  not,  whether  any  and  witat  improvements  can  be  made  in  rail- 
way legislation,  confflstently  with  the  fair  rights  of  the  companies,  which  would 
protect  the  public  against  certain  evils  incident  to  the  present  system. 

"6.  The  self-interest  of  the  companies  alone  will  not  effect  the  object,  since 
their  interest  is  only  to  a  limited  extent  the  interest  of  the  public;  and  it  becomes, 
therefore,  necessary  to  consider  wbat  can  be  done  in  the  way  of  statutory  obli- 
gation. 

"7.  There  can  be  no  doubt  that  the  introduction  of  certain  amalgamation  bills, 
which  have  been  the  immediate  occasion  of  the  appointment  of  tne  committee. 
affords  opportunities  for  imposing  conditions  on  the  companies  which  may  be 
desirable  in  the  pnbhc  interest. 

"  8.  Bat  it  has  been  impossible  to  separate  the  consideration  of  such  conditions 
from  the  consideration  of  measures,  which  it  may  be  expedient  to  adopt,  with 
respect  to  all  railways;  and  snch  measures,  if  adopted  by  Parhament,  might 
remove  some  of  the  objections  to  the  present  and  future  amalgamadon. 

"  9.  Whilst,  therefore,  the  committee  advise  farther  legislation  of  a  general 
character,  they  are  of  opinion,  that,  in  the  absence  of  such  legislation,  the  meas- 
ures the^  recommend  should  be  imposed  as  conditions,  so  far  as  applicable,  on  the 
companies  which  are  now  seeking,  or  which  may  hereafter  seek,  to  amalgamate 
with  other  companies." 

Conditions  which  ^evailed  in  1883  are  carefully  described  in  the  report  of  the 
select  committee  to  Parhament  of  that  year.  Complaints  broaght  against  rail- 
way companies  in  respect  of  freight  traffic — complaints  in  regard  to  paasenger 
traffic  were  practicallynot  made— were  arranged  by  the  Committee  under  6  differ- 
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ant  beads.  The  flret,  rdatee  b>  char^  in  exceea  of  rates  antborized  by  law;  tbe 
Becond,  ebowa  tbe  existence  of  discnminatioDB  between  different  kinds  of  ^ooda 
wben  transported  over  the  same  line  under  the  same  conditions;  the  third,  is 
directed  agtunst  discriminations  TinfaYorable  to  conuuodildee  consnmed  at  home 
and  preference  shown  to  export  goods;  the  fourth,  relates  to  discrtminations 
between  rival  shippers;  the  fifth,  asaerte  that  ratea  were,  in  certain  instances, 
mncb  hiKher  than  they  had  been  many  years  before,  and  that  excessive,  tbongh 
not  illegu,  rates  prevent  traffic,  to  the  preiadice  of  thepnblic  and  of  the  railways; 
in  iho  axui,  the  qaeetion  of  obtaining  redress  on  tbe  part  of  private  individoala 
is  dwelt  npon,  especially  in  cases  of  overchar^  and  uscriminstionB;  and  finally 
that,  because  of  imperfect  classification  and  defective  schedules,  it  is  praoUcally 
imposslbie  for  private  shippers  to  ascertain  the  particniar  class  to  which  any  artl- 
ole  beloi^,  and  the  ratee  which  are  applicable  to  it.  In  another  part  of  the  Par- 
liamentary report  reference  is  made  to  the  ereat  difBcolty  which  private  persons 
frequently  encounter  in  approaching  a  railway  company  and  securing  informa- 
tion which  onght  to  be  at  their  di^sal.  The  report  further  discasses  tbe  dis- 
6n.UA  questions  which  arise  oat  of  station  and  terminal  facilities  and  services 
uddental  to  conveyance.  The  committee  called  attention  to  tbe  imperfect  clas- 
sification of  goods  and  the  lack  of  aniformity  in  these  clattdfications  and  in  the 
ratee  based  npon  them.  Almost  everv  railway  company,  sa^  this  committee, 
cbuges  rates  under  several  different  cnart^rs,  applicable  to  diflferent  portions  of 
the  same  system,  and  that  in  some  cases  reference  must  be  made  to  more  than  90 
cbari)M«,  in  order  to  determine  the  various  ratea  the  company  is  anthorized  to 
charge.  The  committee  is  unable  to  discover  any  general  principle  on  which 
mftTiTnt't"  rates  have  been  fixed  or  in  accordance  with  which  articles  have  been 
classified;  and  in  many  cases  the  exceptions  are  so  numerous  and  tbe  determina- 
tion of  the  rate  otherwise  so  uncertain  that  an  ordinary  trader  will  prefer  apply- 
ing to  a  railway  of&idal  to  quote  tbe  rat«.  Railway  charges  represent  all  sorto  of 
anomalies,  and  many  witnesses  nnred  tbe  general  advantages  in  fixing  ratee  on 
some  intelligible  principle.  Anower  complaint,  which  in  these  times  of  rapid 
railway  consolidation  certainly  does  not  find  such  wide  application  in  the  United 
States,  is  that  r^arding  tbe  needless  expense  involved  in  the  duplication  of  man- 
agements, as  illtutrated  by  the  raUways  of  Ireland,  which  were  thea  represented 
b^  270  directors,  87  secretaries,  30  managers,  and  a  correspondinK  staff  of  subor- 
dinate officers  for  tbe  administration  of  railways  having  a  capital  of  £86,000,000; 
whereas  tbe  Great  Western  Railway  of  England,  having  a  capital  of  nearly 
twice  that  amount,  is  managed  by  a  single  board  of  16  airectors,  a  secretary, 
and  a  general  manaiger." 

Hany  witnesses  testified  before  the  committee  to  the  relntance  of  traders  to 
make  complaints,  becanae  of  the  pecuniary  or  other  disadvantage  to  which  tbe 
lailvray  might  subject  such  a  vritness.  Fnrtbermore,  the  testimony  showed  that, 
because  of  the  great  interests  involved  in  tbe  litigation  and  the  losses  almost 
inevitably  accompanying  even  a  successful  suit,  bother  with  the  great  inoon- 
venlencee  encountered,  shippers  were  prevented  from  bringii^  action.  It  is  a 
noteworthy  fact,  however,  that  the  committee  did  not  hear  manv  complaints 
against  personal  discriminationB.  Tlie  report  on  railway  rates  ana  charges  for 
1^  contains  the  following  significant  sentence:  "Very  few  cases  have  been 
brought  before  the  commisSon,  and  the  number  of  tlmee  on  which  its  members 
have  Deen  engaged  in  conrt  has  not  averaged  more  than  28  in  each  year."  In 
England,  as  well  in  the  United  States,  there  probablyezist  good  reasons  for  this, 
some  of  which  have  been  indicated  in  the  diacnssion  of  the  report  of  1888.  That 
l^al  actions  should  be  so  few  is  not  surprlsliig  when  competent  authority  asserte 
that  "law  reports  show  no  case  of  a  recovery  for  damages  resulting  from  a 
transportation  rate  unreasonable  In  and  of  itself." 

It  is  facts  like  these  which  the  writer  bad  in  mind  in  formulating  the  earlier 
statement  in  this  report  that  a  feeling  of  absolute  helplessness  was  bound  to  over- 
come an  ^^rieved  shipper  after  investigating  the  efSciency  of  tbe  machinery 
through  w&ch  our  railway  laws  are  adminietered. 

Canada. — The  three  charters  sntnnitted  by  the  minister  of  railways  as  typical  of 
those  granted  tmder  Canadian  law  vary  in  lei^^tb  from  2  to  6  octavo  pagM.  Each 
of  the  charters  contains  a  preamble  in  which  reference  la  made  to  a  petition  pre- 
vionaly  presented  to  Her  llajeaty's  Government.  The  names  of  the  incoiyoratora 
are  given,  and  the  project  is  "  declared  to  be  a  work  for  the  general  advan- 
tage of  Canada."  Section  806  of  the  general  railway  law  pronouncee  certain 
Cwiadian  taUways  works  for  the  general  advantage  of  the  country,  and  pro- 
vides that  every  branch  line  or  rattway  now  or  hereafter  connecting  with  or 
crossing  these  lines  of  railway  shall  be  regarded  aa  a  work  for  the  general  advan- 
tage of  Canada.  This  feature  of  tbe  Canadian  law  is  similar  to  the  declaration  at 
public  atiilty  required  under  Fr^h  law,  and  also  similar  to  declarations  made 
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under  earlier  laws  in  tlie  North  Atlantic  States.  The  Caaadian  charters  indicate 
that  there  ia  room  for  thoee  TsriationB  in  law  which  ktow  out  of  diflerencee  in 
indiTidnal  and  local  conditions.  A  railway  projected  throngh  a  thitily  settled 
frontier  district  is  very  ditFerent  from  one  to  be  operated  in  a  densely  popolated 
fertile  country.  This  the  Canadian  charters  recognize  and  the  general  law  per- 
mits. The  special  nulway  acts  of  Canada  are  little  more  than  a  means  of  pro- 
<rii^^  for  the  pecnliaiitiee  of  the  particular  road  authorized  tinder  the  act,  and 
gto^iatei'  -....,  n,        ,      . 


_.  .  _kt  extent  provisloTiB  of  the  generallaw  shall  or  shall  not  applyin 
llcnlarcase.  These  charters  state  the  amount  of  cajiitalstocktobeissaed, 
and  places  a  definite  limitation  npon  any  fntnre  isane  of  bonds,  debentures,  or 
other  railway  securities  in  proportion  to  the  len^rth  of  the  railway  constructed. 
This  suppUee  a  notewortbv  provision  in  which,  it  will  be  recalled,  one  of  the 
greatest  weaknesses  of  the  American  raUway  charters  was  found.  Both  the  gen- 
eral law  and  the  imecial  charters  specify  to  what  extent  public  aid  may  be 
received;  and  one  ol  these  qwcial  charters  m^ee  provisions  for  agreements  with 
other  railways,  subject  to  the  approval  of  two-thirds  of  the  shareWders  and  the 
governor  in  council. 

Coming  now  to  a  consideration  of  the  general  railway  law  of  Canada,  attentioD 
should  be  c^ed  at  the  outset  to  the  list  of  deflnitloos  with  whi<di  the  act  opeug. 
Much  confusion  and  indefinitenees  has  resulted  from  this  lack  of  definition  in 
American  laws.  The  Canadian  law  defines  snch  terms  as  "  company,"  ■'county," 
"court,"  "department," "deputy,"  "goods," "highway,"  '' inspectmg engineer," 
"judge,"  "jnstice,"  "lines,  "map  or  plans,"  "near,"  "owner,"  "raUway," 
"railway  company,"  "sheriff,"  "special  act,"  "toll,"  "tariff,"  "the  undertak- 
ing," and  "working  expenditure."  Neither  the  American  interstate-commerce 
act  northegenerallawBof  our  States  contain  definitions  of  the  term  "raUway." 
(The  so-called  definition  of  the  interstat«-commwce  aot  does  not  define.) 

Supreme  administrative  control  over  railways  is  vested  in  a  railway  committee 
of  tM  privv  council,  composed  of  the  minister  <rf  railways  and  canals,  who  is 
chairman  of  the  committee,  tbe  minister  of  justice,  and  two  or  more  other  mem- 
bers of  the  Queen's  privy  council  for  Canada,  who,  from  time  to  time,  are 
appointed  by  the  governor  in  council.  For  purposes  of  ccnnpanson  with  the 
powers  of  American  railway  commissions,  the  powers  of  the  r^way  committae 
of  Canada  are  here  stated  in  fall: 

The  raUway  committee  may— 

(a)  Ululate  and  limit  the  mte  of  spmd  at  wMch  railway  trains  and  loocuno- 
tives  may  be  rtm  in  any  city,  town,  or  village,  or  in  any  class  of  cities,  towns,  or 
villages  described  in  any  re^plation;  limiting,  if  the  said  railway  committee 
thinlcB  fit,  the  rate  of  speed  within  certain-described  portions  of  any  city,  town, 
or  village,  and  allowing  another  rate  of  speed  in  other  portions  thereot— which 
rate  of  speed  shall  not  in  any  case  exceed  6  milee  an  hoar  unless  the  track  is 
properly  fenced. 

($)  Hake  regulations  with  respect  to  the  use  of  the  steam  whistle  within  any 
city,  town,  or  village,  or  anv  portion  thereof. 

(c)  Hake  re^ulaticnis  with  re«)ect  to  the  method  of  passing  from  one  car  to 
another  either  inside  or  overhead,  and  for  the  safety  of  railway  employees  while 
passing  from  one  oar  to  another,  and  for  the  coupling  of  care. 

(d)  ImpoBe  penalties,  not  exceeding  130  for  each  onense,  on  every  person  who 
offends  against  any  regulation  made  under  Ous  section — which  peualQee  shall  be 
recoverable  upon  summary  conviction. 

2.  The  imposition  of  any  snch  penalties  shall  not  lessen  or  affect  any  other  lia- 
bUity  which  any  person  may  have  incurred. 

11.  Therailwayconunittee8hallhaTepowertoinqtiireiiito,hear,anddet«nnine 
any  application,  complaint,  or  dispute  respecting — 

(a)  Any  ri^t  of  way  over  or  through  lands  ovrued  or  occupied  by  any  oommny. 

(b)  Ghuigee  in  location  for  lessening  a  curve,  reducing  a  gradient,  or  benefltiiig 


bnt  not  exceeding  6  milee. 

(d)  The  crossing  of  the  tracks  of  one  company  by  the  tracks  of  anotlieT. 

ie)  The  alignment,  arrangement,  disposition,  or  location  of  tracks. 
/)  The  use  by  one  company  of  the  tracks,  stations,  or  station  grounds  of 
another  company, 
(o)  The  constmction  of  works  in  navigable  riven. 
(A)  The  constmction  of  railways  npon,  along,  and  across  highways, 
(t)  The  proportion  in  which  the  cost  of  fencing  the  approaches  to  oi.. 
rauwavB  constructed  or  under  construction  on  the  10th  of  April,  188i, 
home  by  the  company  and  the  municipality  or  person  inteovotecL 
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{J )  The  compenaatioii  to  be  made  to  any  person  or  company  in  respect  of  any 
iriirk  or  monaure  directed  to  be  made  or  taJcen,  or  tbe  cost  thereof,  or  the  propor- 
ion  of  ench  cost  to  be  borne  by  any  person  or  company. 

{k)  Tolls  and  rates  for  tbe  transportation  of  paeseDgerg  and  freight 

(0  The  adinstment  of  soch  tolls  and  rates  between  companies. 

(m)  BunnUig  powers  or  haulage. 

(ri)  TrafBo  arrangements. 

(o)  TranBahipment  or  inCerchat^je  of  freight. 

(p)   Unjust  preferencee,  diHcriminatiODB,  or  extortions. 

(q)  Any  highway,  street,  diteh,  or  sewer,  water,  ga&,  or  other  pipes  or  mail  s 
ver  or  through  lands  owned  or  occupied  by  the  company. 

(r)  Any  matter,  act,  or  thing  which  by  this  or  the  special  act  is  sanctioned, 
egnired  to  be  done,  or  jirohibited. 

In  addition,  the  committee  has  power  to  investigate  accidents,  and  to  inspect 
ail  ways  and  acceBsory  works,  examine  books,  papers,  adminietcr  oaths,  and  bo  on. 
U)  important  difference  in  the  powers  of  the  Canadian  and  American  commissionB 
icK  in  tbe  standing  given  to  the  decitiions  of  the  Canadian  committee.  Bnbject  to 
Qodiflcations  by  its  own  order,  "every  decision  and  order  of  the  railway  com- 
nittee  shall  be  final:  provided,  always,  that  either  iiart^  may  petition  the  goT«r- 
lor  in  conncil,  and  the  governor  in  conncil  may,  in  his  discretion,  rescind,  change, 
ir  vary  snch  order  as  he  deems  jnst  and  proper." 

The  provisions  of  the  law  relating  b)  incorporation  contain  nothing  noteworthy 
except  that  some  definite  relation  is  maintained  between  capital  stock  and  the  lengu 
>f  the  railway ,  and  that  a  financial  qoalification  is  reqnired  of  directors,  no  share- 
lolder  being  eligible  to  this  position  nnless  owning  IM)  shares  of  stock  absolntely 
n  his  own  right.  Petitione  for  a  private  charter  most  be  heard  by  the  minister 
if  railways,  and  if,  after  such  hearing,  the  desirability  of  bnilding  the  projected 
oad  has  been  established,  this  ofBcial  issnes  a  certificate  declaring  snch  projected 
■oad  to  be  necessary  in  the  public  interest.  Plans  and  surveys  are  required  con- 
aining  a  general  description  of  the  land,  names  of  owners  and  occnpiers,  and  every- 
hing  else  neceaaary  for  the  right  nnderstending  of  snch  map  or  plan  and  pro^le. 
Che  minister  ezanunes  these  f^ans  and  mnst  permit  persons  interested  to  seciire 
iccess  to  tbe  same.  Finally,  when  the  road  is  completed,  another  map  mnst  be 
lepuBited  with  the  minister  within  0  months  after  the  opening  of  traffic.  The  law 
contains  specific  provisions  governing  croesingB  and  junctions.  Periodical  inspec- 
ious  are  reqnired,  and,  npon  the  report  of  an  inspecting  engineer,  a  railway  may 
le  condemned,  repairs  and  modifications  ordered.  The  hv-lawa  and  rales  of  the 
«mpany  mnst  be  submitted  in  writing  and  approved  by  tne  governor  in  conncil; 
intil  anch  approval  has  been  giyen  the  same  nave  no  force  or  effect. 

Rates  are  established  in  the  first  instance  by  the  company  itself;  bat  the  gov- 
ernor in  conncil,  through  the  minister,  may  fram  time  to  time  prescribe  nnirorm 
;laasifications  of  freight,  which  the  company  is  bound  to  accept;  and  all  ratea 
uust  finally  be  approved  by  the  governor  in  council.  Schedule  and  rates,  after 
■evision  by  the  governor  in  council,  mnst  be  publiflhed  and  posted  and  kept  in 
liaces  convenient  of  access  for  shippers.  I^ovisions  on  discriminations  and 
<I>ecial  rates  are  much  like  analogous  sections  in  American  lawa  and  eqnally 
itrong  in  their  prohibitions.  The  iimuenceot  water  competition  is  rect^^ized,  and 
;ompaniea  are  permitted  to  discriminate  under  the  stress  of  anch  competition; 
)ut  secret  rates  of  any  kind  are  forbidden. 

Although  one  raOway  company  is  enjoined  from  Trarchasing  or  ottkerwiae  acqnir- 
ng  shares  of  stock,  bonds,  and  eecnrities  issned  tty  another  railway  company  in 
I^nada,  close  traffic  arrangementa  may  be  entered  into  under  the  law,  aa  the  fol- 
owing  quotation  will  indicate: 

"  The  directors  of  any  company  may,  at  any  time,  make  and  enter  into  any 
igreement  or  arrangement  with  any  other  company,  either  in  Canada  or  else- 
where, for  the  regnlation  and  interchange  of  traffic  passing  to  and  from  tbe 
'Ompany's  railways,  and  for  the  working  of  the  tramc  over  the  said  railways 
'expectively,  or  for  either  of  those  objecte  separately:  and  for  the  division  and 
ipportionment  of  tolls,  rates,  and  charges  in  respect  of  snch  traffic;  and  generally 
n  relation  to  the  management  and  working  of  the  railways,  or  any  of  them,  or 
iny  part  thereof,  and  of  any  railway  or  railwaya  in  connection  therewith,  for 
my  term  not  exceeding  21  years;  and  to  provide,  either  by  proxy  or  otherwise. 
'or  the  appointment  of  a  joint  committee  or  committees  for  the  better  oarrjring 
nto  efiect  any  such  agreement  or  arrangement,  with  such  powers  and  functions 
IS  are  considered  necessary  or  expedient;  subject  to  the  consent  of  two-thirda  of 
:he  stockholdera  voting  in  person  or  by  proxy,  and  also  to  the  approval  of  the 
{ovemor  in  council." 
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The  above  are  the  most  noteworthy  featnree  of  the  Canadian  law.    The  nsnal 

K>Tisione  relating  to  safety  appliances,  bells,  whisUeB,  regnlsritj  of  trains, 
ndlinff  of  baggage,  guarding  crossings,  Inreatigatiiig  accidents,  etc.,  are  incor- 
porated in  the  act;  bnt  all  these  are  ratherof  a  secondary  natnre  and  do  not  differ 
essentially  from  analogous  sections  of  the  beet  laws  in  our  own  States. 

India. — The  early  Indian  railway  charters  took  the  form  of  contracts  between 
the  East  India  Company  and  the  railway  companies.  To  illnstrate  this  early 
tvpe  of  charters,  the  leading  featores  of  the  contract  between  the  East  India 
Company  and  the  Great  Indian  Peninsula  Railway  will  be  given. 

The  Oreat  Indian  Peninsula  Bail  way  Company  was  incorporated  nnder  an  act 
of  Parliament  for  the  pnrpose  of  constmcting  and  maintainlnK  such  raUways  as 
the  company  jointly  with  the  East  India  Company  might  determine.  In  the 
determination  of  the  roate  the  East  India  Company  agreed  to  cooperate  with  the 
ntilway  company;  also  in  the  oonHtmction  of  the  road,  and,  in  addition,  to  pro- 
vide the  neceasary  lands.  The  East  India  Company  reserved  the  right  of  estab- 
lishing grades,  firing  the  weight  of  rails,  and  the  manner  of  laying  them.  ^Hie 
nsnal  provisions  governing  the  capital  stock  and  its  division  Into  shares  w — 


pany,  and  whenever  the  net  receipts  exceeded  10  per  cent,  reductions  in  rates  were 
to  he  made.  The  East  India  Company  reserved  the  right  to  pnrchase  the  railway 
company  on  6  months' notice  at  the  end  of  3S  and  also  50  years,  and  atthe  end  of  90 

ears  the  chart«r  was  to  expire  and  the  entire  railway  buildings  and  fixtnrea  were 
revert  to  the  East  India  Company  on  payment  of  the  full  v^ne  of  the  plutt.  In 
the  board  of  directors  the  company  was  represented  by  one  member.  Periodical 
acconnte,  showing  the  financial  condition  of  the  road,  were  to  be  submitted  to 
the  East  India  Company.  If  at  any  time  the  East  India  Company  should  find 
the  service  inadequate  or  unsafe,  and  should  be  compelled  to  oader  repairs  or 
improrements,  the  same  could  be  ordered  done  at  the  expense  of  the  r^way 
company  by  withholding  the  snms  of  money  thus  expended  from  Uie  interest 
which  the  East  India  Company  had  guaranteed  to  the  railway  company. 

The  later  railway  chart«TS  of  India  are  in  most  essentials  similar  to  those  of 
England  and  Canada,  with  the  exception  that  the  secretary  of  stat«  is  capable, 
under  the  law,  of  exercising  unusually  large  powers.  In  fact,  be  seems  to  have 
almost  absolute  control  over  the  railways.  Tbe  State  reservea  important  rights, 
which  will  be  considered  under  the  general  law.  and  insists  upon  systematio  train 
serrice  and  adequate  faoilltiee  of  trafBc  in  general.  The  military  features  are 
somewhat  Important.  The  charter  to  which  reference  is  here  made  was  granted 
in  1892,  and,  like  the  general  laws,  begins  with  a  number  of  definitions.  The 
road  is  located  under  the  direction  of  the  secretary  of  state,  under  whose  guid- 
ance, likewise,  stations,  eqaipment,  and  improvements  are  ordered.  Uaximum 
and  tninimnm  rates  are  not  provided,  but  a\1  rate  schedoles  are  subject  to  the 
approval  of  the  secretary.  Railway  property  may  be  used  for  establi^i^  tele- 
graph lines,  and  all  employees  in  the  telegraph  service  must  be  provided  wiUt  free 
transportation.  The  secretary  of  state  becomes  financially  responsible  for  csplbtl 
outlays,  but  tbe  company  pays  a  fixed  rate  of  interest,  and  keeps  sncb  accounts  as 
the  secretary  of  state  may  require.  All  moneys  must  be  handed  to  the  secretary 
and  acconnte  audited  by  him.  Net  earnings  are  to  be  divided  between  the  secre- 
tary of  state  and  the  railway  company  in  proportion  to  the  amount  of  stock  hdd 
by  them  respectively.  Jnnctiona  witi  other  railways  may  be  established  U  this 
is  necessary  for  the  perfection  of  the  railway  system  of  Inoia.  This  BUne  subject 
is  more  fully  dwelt  with  in  the  general  laws,  which  will  next  be  considered. 

Like  the  general  law  of  Canada,  the  Indian  RaU ways'  Act  beeins  with  a  number 
of  impcnlaiit  definitions,  inclnding  snch  terms  as  "  ferry,"  ■'  inland  water,"  "rail- 
way administration,"  "railway  servant,"  "inspector,"  "goods,"  "rolling  stoci," 
etc.  Administrative  power  over  railways  is  vested  in  a  railway  commission,  com- 
posed of  8  members,  1  law  and  2  lay  commissLoners.  One  of  the  lay  commissionerB 
must  be  experienced  in  railway  affairs.  The  law  commissioner  shall  act  as  chair- 
man. The  commission  has  jurlsdictionincasesarisLngoutofcomplainte  of  viola- 
tion of  the  law,  agreements  required  or  authorized  to  be  referred  to  arbitration,  and 
sncb  other  cases  as  may  be  brought  before  it  on  application  through  the  governor- 
general  in  council.  In  hearing  cases  the  commission  may  exercise  all  the  powers 
which  are  exercised  in  the  heulng  of  an  original  civil  suit  by  a  high  court.  A 
majority  decides,  and  tbe  "  final  order  in  the  case  shall  be  by  way  of  injnncticn 
and  not  otherwise."  As  in  case  of  Canada,  no  appeal  lies  from  Ute  coinmissi<Mi 
upon  any  question  of  fact  on  which  3  of  the  commlsaioners  are  agreed.  In  case 
of  an  appeal  from  the  order  of  the  commission,  the  court,  of  which  the  law  com- 
missioner was  a  judge,  shall  hear  the  same.    Tbe  govemor-general  in  conncil 


may  make  ndes  regnlatine  proceedings  before  the  commieBioners  and  enabling 
them  to  caiTv  into  effect  tne  provisions  of  the  law,  and  he  may  also  prescribe  fees 
to  bo  charged  for  proceedings  before  the  commissionsrs.  Special  reports  on  each 
case  are  to  be  submitted  by  the  commission  to  the  governor-general. 

Acting  through  the  commission,  the  governor-general  exercises  supervisory 
powers  m  the  construction  and  mtitnt«nance  of  railwavs.  The  latter  may,  by 
notification  in  the  official  paper,  invest,  absolutely  or  saoiect  to  conditions,  any 
local  government  with  any  of  the  powers  or  f  nnctioue  of  tne  goVemor-general  in 
conncil,  under  the  law,  with  respect  to  any  railway;  and  he  may  also  by  that,  or 
a  like  notification,  declare  what  local  Kovemment  shall,  for  the  pnriKMeB  of  the 
exercise  of  powers  or  functions  so  conierred,  be  deemed  to  be  the  local  govern- 
ment in  reepect  to  the  railway. 

The  Etanction  of  the  governor-general  is  necessary  before  the  opening  of  a  raU- 
way,  and  follows  an  inspection  of  the  road  with  respect  to  rolling  stock,  track, 
in  regard  to  width,  weignt  of  rails,  strength  of  bridges,  etc. ,  adegnacy  of  equip- 

-  - '   -  -  "  a  satisfactory  showing  that  the  railway  can  be  opened  to  the  public 

„ e  specially  provided  for  as  follows; 

"Any  railway  company  •  •  •  may  from  time  to  time  make  with  the  gov- 
ernor-general in  conncil,  and  carry  into  effect,  or,  with  the  sanction  of  the  gov- 
emor-^seneral  in  conncil.  make  witn  an;  other  railway  administration,  and  carry 
into  effect,  any  agreement  with  respect  to  any  of  the  following  puTiJoees,  namely: 

"(a)  The  working,  use,  management,  and  maintenance  of  any  railway; 

"  (6)  The  supply  of  rolling  stock  and  machinery  necessary  for  any  of  the  pur- 
posee  mentioned  in  clause  (a)  and  of  officers  and  servants  for  the  oondact  of  the 
traffic  of  the  railway; 

"(c)  The  payments  to  be  made  and  the  conditions  to  be  performed  with  reei>ect 
to  snch  working,  use,  management,  and  maintenance; 

"(d)  The  intCTchange,  accommodation,  and  conveyance  of  traf&c  being  on,  com- 
ing from,  or  intended  for  the  respective  railways  of  the  contracting  parties,  and 
^e  fixing,  collecting,  apportionment,  and  ^tpropriation  of  the  revenues  arising 
from  that  traf&c; 

"(e)  Oenerally  the  giving  effect  to  any  each  provisions  or  stipulations  with 
respect  to  anv  of  the  purposes  hereinbefore  in  this  section  mentioned  as  the  con- 
tracting parties  may  think  fit  and  mutnally  agree  on: 

"  Provided  that  the  agreement  shall  not  affect  any  of  the  rates  which  the  railway 
administrations  parties  thereto  are,  from  time  to  tune,  respectively  authorized  to 
demand  and  receive  from  any  person,  and  that  eve^  person  shall,  notwithstand- 
ing the  agreement,  be  entitled  to  the  nse  and  benefit  of  the  railways  of  any  rail- 
way adomiistratione  parties  to  the  agreement,  on  the  same  terms  and  conditions, 
and  on  payment  of  the  same  rates  as  he  would  be  if  the  agreement  had  not  been 
entered  into." 

The  law  calls  for  periodical  reports  from  railway  companies  and  estabUshee 
maximum  loads  for  n^ht  cars.  Established  rates  must  be  posted  where  they 
u*  easily  accessible  to  snippers,  and  in  case  of  disputes  over  terminal  char^  the 
governor-general  may  direct  the  commissioners  to  make  a  decision.  Discnmina- 
nonsand  preferences  are  prohibited  under  the  law.   The  granting  of  passes  is  made 


onlawful.    In  addition,  the  law  grants  the  neceBsary  police  powers,  and  includes 

oQier  provisions  relating  to  safety  in  traffic  and  the  "  '         '  

case  of  accidents. 


oQier  provisians  relating  to  safety  in  traffic  and  tne  filing  of  responsibliity  in 
case  of  accidents. 
Hew  South  Wales.— The  railways  of  New  3oath  Wales,  like  those  of  other 


Hew  South  Wales.— The  railways  of  New  Sonth  Wales,  like  those  of  other 
AnstraUan  States,  are  owned  chiefly  by  Hie  government,  althongh  private  rail- 
ways still  exist,  and  charters  for  the  same  are  from  time  to  time  (rrantid  in  the 
different  States.  To  illustrate  the  nature  of  the  private  charters  granted  there, 
tbechief  points  of  snch  a  charter  granted  by  the  parliament  of  New  South  Wales 
in  1S98  will  here  be  outlined. 

In  the  first  place,  it  may  be  noted  that  the  title  of  the  act  itself  contMns  ae  fnll 
a  description  of  the  pro];»OBed  route  as  is  found  in  most  of  the  better  charters 
granted  in  American  States.  A  detailed  description  of  the  route  is  appended  to 
me  charter  as  a  part  ot  the  act.  This  will  be  reproduced  in  Appendiz  I  to  tliis 
report,  to  which  referencels  heremade.  Quito  in  harmony  witblong-establidied 
custom  In  England  and  English  colonies,  the  charter  opens  with  a  preamble, 
which  is  likewise  reproduced  in  the  appendix.  The  earlier  sections  of  the  charter 
authorized  a  certain  person  to  construct  three  railway  extensions.  The  gauge  is 
made  to  conform  wilji  that  of  government  railways;  croesings,  gates,  fences,  and 
drains  are  provided  for,  and  tne  general  techni<»l  features  of  the  undertaking 
brought  into  harmony  with  the  plans  upon  which  government  railways  ave  o  in- 
structed. In  this,  as  in  other  matters,  the  railway  commissionerB  have  advisory 
powers.    The  charter  establiahes  maiiTmnn  rates  for  poes^igerB  and  freights,  and 


further  tirovideH  that  these  maxjmnm  rateit  may,  if  neceBaary ,  be  increaHad  with  the 
approval  of  the  railway  commissionere,  A  large  part  of  the  charter  is  taken  up 
with  matters  relating  to  the  exercise  of  the  right  ot  eminent  domain.  The 
appointment  of  arbitnitorB  is  provided  for,  and  these  in  tnm  appoint  an  nmpire, 
who  has  final  deciaionnpon  matters  in  which  the  arbitrators  disagree.  The  man- 
ner in  which  the  valnatfon  of  property  shall  be  ascertained  and  apportionment  of 
th«  costs  of  arbitration  are  described.  On  the  whole,  these  provlsiona  are  easen- 
tially  similar  to  those  foond  in  the  better  charters  of  American  States.  An 
important  right  ie  reserved  to  the  State  by  giving  raOway  commiseoners  ' '  run- 
ning powers  over  this  private  railway:  provided,  however,  that  the  esercise  of 
this  privilege  shall  never  serloosly  inter^re  with  the  ordiniuj  traffic  upon  the 
railway  nor  deprive  the  public  of  the  use  of  such  railway.  The  incorporator  is 
empowered  to  make  the  necessary  rules  and  by-laws  ^venunt;  the  times  of  the 
arrival  and  departure  of  trains,  the  loading  or  unloading  of  cars,  preventing  the 
smoking  of  tobacco  and  the  commission  of  any  other  inconvenient  and  disagree- 
able thing  connected  with  railway  traffic,  to  issue  proper  tickets  and  prescribe 
rales  for  the  nse  of  the  same — in  short,  the  incorporator  is  given  full  power  to 
manage  the  railway,  subject  to  the  approval  of  governmental  authontles. 
Another  right  reserved  by  the  State  is  that  of  purchase.  At  any  time,  on  giving 
due  notice,  the  incorporator  may  be  reqnired  to  sell  his  railway  property  to  the 

government  upon  payment  of  a  fair  valnation  of  the  same,  including  compensa- 
loD  for  compulsory  sale  not  exceeding  10  per  cent.  In  case  of  differences  as  to 
the  value  of  the  railway  property,  a  meuiod  of  arbitration  la  provided  for  in 
accordance  with  the  public  works  act  of  1888.  All  private  raUways  are,  aa  baa 
been  before  indicated,  subject  to  the  railwav  commissioners. 

The  railway  commissioners  are  organizea  under  the  government  railways  and 
tramways  act  of  1S88.  This  act  opens  with  definitions  covering  such  terms  as 
"commissioners,""  governor,"  "jnatlces,""  magistrates  "and  "minister,"  "pro- 
scribed railway  vessel,"  and  so  on.  As  a  whole,  the  act  deals  with  the  manage 
ment  rather  than  with  the  constructian  of  railways,  an  attempt  being  made  in 
the  legiijation  of  New  South  Wales  to  separate  the  latter  from  the  former.  The 
railway  commission  is  composed  of  3  persons  appointed  by  the  governor.  The 
commissiouerH  are  empowered  to  appoint  the  necessary  assistants.  All  govern- 
ment railways  are  placed  aheolutely  into  the  hands  of  the  commission.  The  own- 
ership of  railways  and  tramways,  piers  and  wharves,  lands,  telegraph  posts  and 
hues,  and  all  other  things  constituting  a  part  of  the  railway  syst«m  are  vested 
in  fee  simple  in  the  commission.    All  railway  i>roperty  is  exempted  from  taxation. 

There  is  nothing  extraordinary  in  the  duties  asngned  to  the  commissioners, 
these  embracing  all  things  necessary  ftir  the  successful  operation  of  the  railway 
system.  Tbey  are  enjoined  fTom  giving  preferences  to  persons,  coiporationB,  or 
Industrial  sections,  and  in  no  case  can  special  rates  be  quoted  to  one  person  or 
interest  which  is  not  at  the  same  time  oi>en  to  all  others.  ' '  The  reasonable  facili- 
ties" clause  of  the  English  act  of  1S54  is  in  substance  inserted.  The  commission-' 
ershave  power  to  issue  passes  to  members  of  the  legislative  council,  the  legislative 
assembly,  officers  of  parliament,  persons  of  distinction  visiting  the  colony  or  offi- 
cially engaged  in  some  public  duty,  and  to  certain  former  officeholders  enumer- 
ated in  a  schedule  appended  to  the  act,  and  including  cabinet  ofiicers,  justices, 
executives,  presidents  of  councils,  and  speakers  of  assemblies. 

While  the  commissioners  are  concerned  primarily  with  the  management  of 
railways,  they  must  be  consulted  with  respect  to  the  regulation  and  construction; 
and  before  the  second  reading  in  the  legislative  assembly  of  any  bill  authorizing 
the  construction  of  new  lines  of  railway  the  commissioners  shall  transmit  to  the 
minister  a  statement  showing  their  estimate  of  the  traffic  on  each  proposed  new 
line  and  any  other  returns  likely  to  be  derived  from  such  new  line.  This  esti- 
mate of  the  commiBsionera  must  be  placed  before  the  assembly  by  the  minister 
before  the  bill  can  be  read  a  second  time.  Ample  provision  is  made  for  disputes 
arising  out  of  bills  of  lading  and  rates  charged  for  freight  traffic.  Quarterly 
reports  must  be  made  by  the  commissioners  to  the  minister  and  annual  reports 
to  the  parliament. 

The  telegraph  lines  of  the  State  are  under  the  control  of  the  commissioneTa. 

All  the  Australian  States  have  been  remarkably  free  from  railway  accidents; 
nevertheless  this  commisBion  has  ample  x>ower  to  investigate  such  accidents  as 
ma;^  occur  and  order  whatever  improvements  may  be  possible  and  necsesary  to 
avoid  their  recurrence  in  the  future.  Thirty-two  different  subjects  are  enumer- 
ated in  the  law  regarding  which  the  commissioners  may  make  rides  and  l^-laws. 
It  is  unnecessary  to  enumerate  these  different  topics;  suffice  it  to  say  that  they  ' 
cover  all  phases  of  railway  traffic  and  do  not  differ  bovx  w^"■^^■■'^  regnlattnu'Mi 
other  roads. 
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i  obliged  tu  pais  a  satiafactory  examina^on  under  a  board  of 
ezaminere  appointetl  by  the  governor.  A  reconi  of  all  eiaminatioiiB  and  appoint- 
meats  mnst  m  kept  and.  in  case  the  number  of  Bnccessfnl  candidates  in  an  exami' 
nation  exceeds  the  nuiDber  of  TacancieR  to  be  filled,  the  names  of  snch  Huccemfnl 
candidate  are  placed  upon  the  books  and  their  apiKtintineiits  follo'w  as  vacancies 
may  occur  in  the  order  of  their  relative  ranks.  OriKinal  appointments  are  made 
npon  probation  for  a  period  of  6  months,  after  which  snch  appointment  may  be 
made  permanent  on  presentation  of  a  ceriificate  from  the  officer  at  the  head  of 
that  branch  of  the  service,  stating  that  such  probationer  performed  the  dnties  of 
his  position  in  an  efScient  and  satisfactory  manner.  Promotions  to  tiie  hiKber 
araaeiB  of  the  railway  service  are  made  on  the  basis  of  competitive  examinationa. 
Officers  at  tie  head  of  the  different  branches  of  the  railway  service  have  power, 
for  good  cause,  to  rednce  employees  in  tank,  and  even  to  dismiss  them  from 
office;  however,  such  employees  have  the  right,  under  the  law,  to  me  the  com- 
missioners in  any  conrt  for  snch  dismissal,  or  for  any  other  cause.  The  nsnal 
police  provisions  and  pouishments  for  frandalent  and  other  misdemeanors  are 
contained  in  the  law. 

France. — For  nearly  a  quarter  of  a  century  the  railway  history  of  France  has 
been  the  history  of  the  "  conventions  "  or  contracts  made  between  the  Gk)vemment 
and  the  6  great  railway  companies.  In  no  country  has  territory  been  parceled 
out  so  systematically ,  and  no  pretense  is  made  of  active  competition  between  the 
different  lines,  for  each  controls  quite  absolutely  its  own  dismct. 

The  earliest  history  of  French  railways  is  very  similar  to  our  own.  Up  to  1888 
charters  were  granted  containing  practically  no  restrictive  features  and  no 
reserved  rights  of  the  State.  In  later  years  the  State  usually  reserved  the  right  of 
repurchase  or  caneed  a  railway  to  revert  to  the  State  after  a  certain  period  of 
time;  these  provisions  are  entirely  wanting  in  the  earliest  French  charters.  Pas- 
senger traffic  was  not  then  considered  of  importance,  and  charters  conti^  no  ref- 
erence to  it.  A  very  simple  schedule  of  freight  rates  was  used;  and  the  entire 
project  left  in  the  hands  of  the  company. 

In  I88S  a  tuminc  point  was  reached,  for  in  that  year  a  law  "  on  exprwriation 
for  causes  of  pnblic  utility"  was  enacted,  after  which  a  declaration  of  public 
atility,  which  has  remained  an  essential  preliminary  step  to  this  day,  was  neces- 
sary before  a  railway  could  be  chartered,  Frederick  List,  whose  name  is  iden- 
tified with  the  early  railway  history  of  Germany  and  of  the  United  States, had 
elaborated  a  complete  sitrtem  of  French  railways,  which,  however,  did  not  in 
those  earlji  years  appear  to  be  within  the  resonrcee  of  the  State,  He  encceeded 
in  interesting  the  Government,  and  it  was  perhaps  in  part  as  a  result  of  his  Offl- 
tation  that  500,000  franca  were  set  aside  for  the  study  of  railways  in  France.  In 
1835  a  new  set  of  conditions  was  inserted  in  French  charters.  Corporate  life  was 
limited  to  99  yeara  and  the  powers,  duties,  and  privileges  of  the  corporation  care- 
fnlly  described  in  from  40  to  50  different  sections.  The  Government  had  evi- 
dently seen  the  necessity  of  departing  from  the  earlier  method  of  laisser  faire. 
As  early  as  1885  a  plan  was  proposed  for  the  construction  of  certain  main  lines  W 
the  Oovemment  and  the  building  of  branch  lines  through  private  effort.  With 
some  modifications  this  was  enacted  into  a  law  in  184S,  under  which  railway  com- 
panies provided  the  rolling  stock,  while  the  GJovemment  contributed  heavily  to 
the  cost  of  construction.  The  crisis  of  1847  compelled  the  State  to  assume  the 
operation  of  several  of  these  roads  in  order  to  prevent  the  complete  oessatlOQ  of 
trafdc.  As  a  result  of  this  reaction,  the  Government  refused  to  give  direct  finan- 
cial aid;  althongh  in  1851  governmental  authorities  encouraged  railway  building 
with  much  vigor  throngh  the  establishment  of  great  railway  corporations.  The 
number  of  railway  companies  was  never  so  great  as  in  England  and  the  United 
States — due  in  port  perhaps  to  the  early  reaction  against  the  theory  of  free  com- 
petition. In  1840  therewere  but  88  railway companiBs  in  existence;  in  1856, 34;  in 
1857, 11;  and  in  ]85fl,  excepting  8  subordinate  lines,  only  6,  constituting  the  great 
companies  of  to-day.  The  feverish  activity  which  had  prevailed  in  railway  ofrclee 
during  the  early  firtics  received  a  setback  dnring  the  crisis  of  1857,  as  a  result  of 
which  railway  building  practically  ceased  for  a  time.  The  investigation  of  the 
railway  crisis  of  1857  led  to  the  contracts  of  1858  between  the  Government  and  the 
railways.  The  conventions  of  1859  divided  the  railways  of  France  into  3  groups, 
known  as  the  old  and  the  new  networks,  respectively;  to  the  former,  including 
the  6  great  railways  of  the  country,  the  Government  guaranteed  a  certain  normal 
amount,  while  to  the  latter  it  guaranteed  a  certain  rate  of  interest.  From  1859 
to  1876  numerous  other  agreements  were  made  with  a  view  of  correcting  the 
errors  which  had  crept  into  the  estimates  of  1859.    In  1876  France  entered  upon  a 


966  IHDU8TMAL  0010CI88IOK: — TRAN8P0BTATI0N. 

career  of  State  railwRys.  Freycinet,  nhoM  "  programme"  of  1878  became  Iaw 
the  following  year,  was  the  champion  of  this  eyetem.  His  proKramme  involved  a 
oarefol  elaboration  of  the  present  railway  eystema  throngh  tiie  conatrnction  of 
new  lines  by  the  Stat«.  He  estimated  that  10  or  12  years  would  be  snfBcient  to 
carry  ontbu  programme  and  practicaUy  to  complete  the  "normal  railways"— 
that  is,  standwd-gaoge  main  lines.  In  the  attempt  <x)  carry  ont  the  programme, 
railway  constmction  wae  prosecuted  aimoltaneooely  in  all  parts  of  the  conntry. 
There  was  a  lack  of  concentration  of  effort  and,  as  a  resiut  of  tbe  division  of 
energy  in  so  many  different  parts  of  the  land,  prof^ress  in  constmction  was  checked 
whenever  the  treasary  found  itself  in  dlfficnlties.  It  waa  soon  fonnd  t^t  the 
execntion  of  Freycinet's  programme  was  impossible,  and  in  1888  the  Government 
entered  into  the  convenbons  or  contracts  nnder  which  the  great  railway  systems 
of  France  do  bosinesfl  to-day. 

Under  the  contracts  of  I3ti9  the  railway  companies  boond  themselves  to  com- 
plete the  constrnction  of  the  roads  embraced  in  Freycinet's  programme,  and  to 
constmct  the  so-called  "  third  network."  The  former  division  into  old  and  new 
network  was  abandoned.  Eventnally,  companies  migjit  come  into  posseeaion  of 
other  lines  in  case  a  declaration  of  pablic  atUity  was  isened.  The  Oovemment 
reserved  control  of  further  extensions  of  the  different  svstems.  The  chartered 
railways  were  henceforth  to  be  constructed  by  the  State,  out  the  companies  mnst 
advance  25,000  francs  per  kilometer  and  snpply  the  rolling  stock.  The  remainder 
of  the  capital  necessary  for  conatrnction  was  to  be  advanced  by  the  companies  to 
the  State,  but  ^e  State  agreed  to  pay  the  Interest  and  amortdze  the  stock  of  the 
company  in  74  years.  In  ease  the  earnings  of  the  company  are  inadeqnate,  and 
the  State  moat  pay  ont  of  the  treasury  sums  of  money  to  make  up  the  guaranteed 
rate  of  interest,  snch  snma  with  interest  must  be  returned  by  the  company  ont  erf 
future  earning.  Indebtedness  incurred  under  the  contracts  of  1959  on  tJie  part 
of  Uie  companiea  was  to  be  liquidated  under  the  new  contracts  by  aasnming  that 
advances  had  been  made  to  the  respective  companies  by  the  State  to  the  extent  of 
th^  indebtedness  under  the  earlier  contracts. 

erence  to  the  sections  on  classificBtion  ol 

dstrative  division  of  French  railways  into 

J  the  incorporation  of  railway  companies  for  the  constmction  of  each  of 

theee  classes  have  been  enact«d  by  the  national  legislatore.  These  lawe,  while 
distinct  from  one  another,  are  identical  in  their  arrangement  and  very  similar  in 
th^  contents.  The  differences  existing  between  the  general  laws  goveming 
railways  of  general  interest  of  normal  width,  and  railways  of  gen»^  interen 
with  narrow  tracks  are  onlv  sach  secondary  variations,  which  natorally  resolt 
from  li)e  different  d^reea  of  importance  represented  by  theee  3  classes  of  roads. 
And  in  comparing  the  general  law  for  the  construction  of  local  railway,  the  dif- 
ferences noticeable  are  still  of  minor  significance,  the  latter  law  containing  only 
69  sections,  while  the  other  2  laws  contain  70.  In  the  case  of  local  railways. 
Part  IT  or  the  law  containing,  among  other  things,  a  classification  of  freight  uid 
chargee  for  transportation,  rates  mnst  be  BuppUed  f  or  every  road  chartered,  while, 
in  case  of  the  other  3  classes  of  railways,  these  rates  are  prescribed  in  the  laws 
themselves.  In  this  connection  the  fact  should  also  be  recalled  that  in  some  of 
the  early  American  charters  the  rates  eetablished  involved  2  parts,  one  b^ng 
assumed  asa  charge  for  "toll,"  or  tbe  privilege  of  using  the  road,  and  the  other 
a  charge  for  transportation,  or  a  return  for  services  actnally  peiformed.  Tn  ^ 
S  of  the  French  laws  this  division  of  the  aggregate  price  of  Iransportaldon,  into 
a  charge  for  toll  and  a  charge  for  transportation,  is  maintained. 

Under  theee  general  laws  tbe  minister  of  public  works  has  supervisory  power 
over  the  railways  of  the  country.  All  projects  for  the  constmction  of  new  lines 
mnst  first  receive  his  approval.  Tbe  petition  for  a  charter  mnst  be  accompanied 
by  a  map  and  profile  stating  distances,  grades,  and  curves,  and,  in  addition,  it 
must  contain  a  memoir  in  wnlch  tbe  necessity  of  the  projected  railway  and  its 
beneficial  inflnence  on  social  and  economic  life  are  established.  The  minister  or 
pablic  works  has  power  to  order  the  establishment  of  stations,  frd^t  houses 
and  to  sapervise  the  construction  of  tracks.  Tbe  law  prescribes  that  ul  material 
need  shall  be  of  good  quality,  and  certain  minimnm  reqalrements,  snch  as  weight 
of  rails,  are  indicated.  The  conditions  under  which  the  right  of  eminent  dmnain 
can  be  exercised  are  described,  and  all  incorporators  are  botind  to  maintain  the 
entire  road  in  good  condition.  The  Qovemment  reservee  the  right  to  pnrcbase 
the  entire  railway,  and  tiie  manner  in  which  the  price  is  to  be  determined  is  pre- 
scribed in  the  law.  The  relation  between  railways  and  the  post-office  is'pre- 
Bcribed,  as  well  as  the  right  of  the  Qovermnent  to  muntain  tele^rapb  Unea  on  the 
the  right  of  way.  It  general,  it  may  be  asserted  that  the  8  laws  illustrate  tbe 
French  love  of  system.  First,  a  systematic  claesiflcaUon  was  established,  and  then 
a  law  enacted  to  goveni  the  railways  in  each  class. 


With  the  exception  of  the  Orleuu  eyBtem,  a  State  railwav  controlling  transpor- 
tation in  that  dutrict,  the  railway  of  Prance  are  in  the  nanda  of  fl  great  com- 
ptmlee.  The  few  leeser  companlee  are  not  of  soffident  importance  to  m  aerloasl^ 
considered  in  theetndyof  Prenc)i  railways.  Aviewoftbe  railway  map  of  France 
shows  at  a  fflance  a  clear-cut  division  of  that  cotiiitry  into  Boctions,  each  abeo- 
latel;  controlled  by  some  one  railway  administration.  In  no  country  has  the  theory 
of  railway  competition  been  so  completely  abandoned,  nnder  a  syetem  of  private 
maoagement,  as  in  France.  The  railways  of  France  are,  in  their  nature,  nimilar 
to  UiemilwayB  of  every  other  country;  hnt  in  that  conutry  it  would  seem  Strang, 
indeed,  if  someone  were  to  arise  at  this  time  and  advocate  a  regime  of  free  and 
nnreetricted  competition  among  railways — a  theory  which  was  long  ago  aban- 
doned. 

Iforway. — The  first  important  Norwegian  railway  was  constmcted  by  an  Eng- 
Ush  company,  with  the  assistance  of  the  State,  nnder  a  charter  of  IS50.  The 
experiences  of  the  State  with  this  company  were  not  favorable,  and  a  policy  of 
State  railways  was  early  entered  npon,  and  has  been  continued  into  onr  own  times. 
^e  English  company  bad  power  to  appoint  one-half  of  the  board  of  directors, 
while  the  State  appomted  tbe  other  half.  In  case  of  the  so-called  State  railways 
of  Norway,  the  aoministration  is  centered  in  the  minister  of  public  works  and 
snbordinate  offtcisls,  the  entire  State  Byst«m  being  divided  into  6  circuits,  each 
having  its  appropiiate  set  of  ofllcers.  The  State  railway  companies  are  organiza- 
tioaa  u  which  private  and  public  interests  are  merged.  The  State,  as  a  rule, 
fomikhed  the  necessary  lands  on  which  the  company  agreed  to  make  a  certain 
return;  the  additional  capital  woe  supplied  by  the  State,  and  subordinate  political 
units  and  by  private  companies,  each  contributing  approximately  one-half  of  the 
entire  capital. 

The  fundamental  railway  law  of  Norway  is  found  in  the  acts  of  1848, 1864,  and 


the  supplement  of  1698,  the  latter  being  very  brief  and  not  important. 

The  law  of  1848  sets  out  with  the  stipnmtion  that  private  persons  desiring  to 
be^in  the  construction  of  railways  mnst  snbmit  a  plan  for  the  approval  of  the 


KJpgi  acting  through  the  proper  officials.  Having  been  satisfied  as  to  the  nsefnl- 
ness  of  the  projected  road,  the  probability  of  the  satisfaotory  execution  of  the 
plan,  together  with  the  reasonable  certainty  that  it  will  be  a  success,  a  charter 
may  be  granted,  authorizing  thejpetitioDeTS  to  obtain  noesesBiou  of  the  necessary 
lands  and  materials.    Iron  and  other  essential  materials  in  railway  construction 


_n  view  the  public  intereets  involved  in  maintaining  the  lowest  possible  rates, 
while  rates  are  sapposed  to  be  fixed  before  the  road  is  ojiened,  in  case  it  seems 
impossible  to  make  equitable  schedules  of  rates  before  the  road  is  opened  tor  traf- 
fic, this  may  be  pos^ioned  until  the  road  has  been  operated  for  a  rsaaonable 
length  of  time.  The  companj;  is  bound  to  transport  government  property,  mails, 
and  munitionB  of  war  at  all  times  in  return  for  fair  remuneration.  The  manner 
of  constmctinB;  croesinga  is  regulated,  and  other  measnreB  for  the  security  of  the 
public  prescribed,  including  the  usual  inspection  by  order  of  the  King  before 
the  railway  is  opened.  The  State  reserves  the  right  to  purchase  the  railway  and 
the  manner  of  determining  the  purchase  price  ia  described.  Succeeding  sections 
deal  with  possible  differences  as  to  reasonable  rates  which  nia;f  arise  between  the 
railway  corporatioQ  and  the  Government,  and  a  ByBt«m  of  arbitration  on  rates  is 
outlined,  m  this  connection  a  law  of  1830,  regulating  the  fee  system,  is  referred 
to.  Other  provisitmB  of  Uie  law  do  not  present  any  peculiarities  worthy  of  spe- 
cial mention. 

The  law  of  1854  deals  largely  with  the  qnestion  of  appropriation  and  police 
regulations.  A  limit  ia  fixed  within  which  only  fireproofhouses  and  sheds  can  be 
erected,  and  other  consideratioiis  of  safety,  regulating  excavations  and  the  oon- 
stmction  of  accessory  arrangements,  introduced.  Penalties  are  provided  for  per- 
sons who  prejudice  the  safe^  of  railway  traffic  or  do  injury  to  railway  property. 
Employees  wno  neglect  to  do  their  full  duty  or  become  intoxicated  become  liable 
to  Snw  prescribed  m  the  law.    In  all  these  matters  final  authority  resides  in  the 

The  supplement  of  1898  to  the  law  of  1848  merely  states  that  all  raUways  or 
street  railways  for  public  use  not  operated  under  the  direct  management  of  the 
State  can  only  be  constmcted  and  operated  under  a  charter  eipresflly  granted  for 
tliat  purpose  in  accordance  with  the  terms  of  the  law  of  1848.    No  snbordinate 

eical  nnit  can  grant  a  franchise  which  is  valid  without  special  recognition 
the  King. 
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The  charter  which  was  Bnbmitted  as  tj^pical  of  Norweeian  charters  was  granted 
in  1899j  and  in  many  reepecte  it  is  qnite  irimilaT  to  charters  granted  in  other 
cooQtnee.  A  uamber  of  cnnuniasionerB  are  named  and  a  certain  amonnt  of  gor- 
emment  rabaidT  is  specified,  together  with  the  contribntions  to  be  made  by  the 
districts  through  which  the  proposied  road  is  to  mn.  The  charter  ia  granted 
nnder  the  same  general  conditions  nnder  which  previona  charters  have  been 
granted,  in  accordance  with  the  terms  of  the  general  law^  just  contddered.  The 
minister  of  pnblic  works  mnst  approve  the  constmction  of  the  road  from  time  to 
time  as  progreaa  ia  made.  A  map  and  profile  mast  be  submitted,  not  only  to  the 
department  of  public  works  but  also  to  military  authorities  before  the  fall  fran- 
oHse  can  be  granted.  The  charter  regulatos  the  relation  between  this  and  other 
railways  in  regard  to  the  common  nse  of  tracks,  stations,  crossings,  eto.  Mini- 
mum cnrres  are  fixed,  the  width  of  track,  weight  of  rail,  and  other  tnatters 
relating  to  the  physical  requirements  of  constmction,  with  the  final  power  of 
decision  in  the  department  of  pnblic  works.  A  carefnl  estimate  of  costs  mnst 
accompany  the  map  and  profiles,  and  the  laws  of  1848  and  1898  areerpressly  made 
a  part  of  the  charter.  Tne  incorporators  are  empowered  to  esercise  the  tight  of 
eminent  domain,  a  detailed  plan  of  all  lands  necessary  having  been  previously 
approved  by  the  King.  Rails,  locomotives,  cars,  coal,  and  other  materials  neces- 
sary for  constmction  may  be  imported  free  of  duty.  Railway  property  is  exempt 
from  taxation  under  the  law  oi  1848  for  a  period  of  30  years  from  the  diit*  of 
opening.  The  limits  for  beginning  and  completing  constmction  are  stated,  and 
it  is  further  specified  that  Norwegians  shall  do  the  work.  The  incorporators  and 
their  franchises  are  subject  to  the  control  of  the  State,  acting  throagn  the  proper  . 
railway  ofBcials,  who  may  order  niinor  changes.  The  department  of  public  works 
may  also  approve  safety  appliances,  the  rules  regulating  speed  of  trains,  and  sim- 
ihir  matters.  Tlio  capital  stock  of  the  company  can  not  be  increased  without  the 
consent  of  the  GoTemment.  A  reserve  fund  is  provided  for  and  pensions  for 
employees,  and  these,  together  with  the  working  capital  of  the  road,  are  governed 
by  regulations  issued  by  the  King.  No  money  can  be  borrowed  by  the  company, 
the  interest  on  which  is  to  be  paid  out  of  the  railway  income,  except  with  the 
consent  of  the  Government.  Tne  Government  has  the  right  to  appoint  two  com- 
miBsioners  to  assist  in  supervising  construction,  and  one  or  two  to  examine 
accounts  and  to  assist  in  controlling  the  operation  and  management  of  the  road. 
The  minister  of  public  works  represents  the  Government,  to  the  ext«nt  of.  the 
amount  of  stock  held  by  the  same,  at  stockholders'  meetings.  The  King  may 
order  several  roads  to  be  operated  as  a  single  system,  and  all  rates  are  nltimatoly 
determined  bv  him;  that  is,  the  company  submits  schedules  and  rules  for  royal 
approval.  The  rates  for  the  transportation  of  troops  and  munitions  of  war  are 
prescribed.  The  company  is  not  entitled  to  damages  resulting  from  war.  The 
franchise  can  not  be  sold  or  transferred  without  the  consent  of  the  King.  Shoold 
the  company  fail  to  construct  the  road,  the  Government  may  itself  complete  the 
same  or  grant  the  franchise  to  others.  Similarly,  if  the  road  is  not  operated  in  a 
satisfactory  manner,  the  Government  mayassume  the  duty  of  managing  it.  The 
company  deposits  permanently  in  the  Government  treasury  $6,000  in  ca^  or  nego- 
tiable paper,  which  is  forfeited  in  case  of  \-iolation  of  charter  privileges.  The 
Government  reserve  the  right  to  build  telephone  and  telegraph  lines  along  the 
right  of  way  without  compensation  to  the  company.  Forms  for  periodical  reports 
are  prescribed.  The  State  reserves  the  right  to  pnrchase  the  railway  after  80 
years,  and,  if  necessary,  at  any  time  before  the  expiration  of  that  period,  on  giv- 
ing 1  year's  notice.  The  purchase  price  is  to  be  determined  according  to  one  of 
two  methods  prescribed  in  the  charter. 

The  company  must  accept  all  future  laws  which  may  be  enacted  on  the  sub- 
ject of  railways,  and  the  King  has  authority  to  construe  the  application  of  such 
laws. 

Swltaerland. — Two  railway  charters,  granted  in  1898.  and  subinitt«d  by  the 
minister  of  railways  as  typical  for  primary  and  secondary  roads,  respectively, 
constitute  a  fitting  introduction  to  the  railway  legislation  of  Switzerland. 

The  charter  for  the  primary  road  was  granted  fiir  a  period  of  80  years.  All  the 
incorporators  are  required  to  he  citizens  of  Switzerland.  The  entire  line  is  to  be 
completed  within  3  years  after  the  beginningof  the  work  of  construction;  but  even 
after  constmction  has  been  begun  the  federal  council  may  demand  such  modifi- 
cations in  the  plans  as  conditions  of  safety  and  other  contingences  niay  niake  nec- 
essary. The  Cantonal  Government  preserves  the  right  to  claim  all  foseile  and 
other  objects  of  scientific  arid  historical  interest.  (This  provision  is  similar  to  an 
analogons  section  in  the  charter  of  New  South  Wales,  in  accordance  with  which 
minerals  and  oils  discovered  by  the  incorporators  remain  in  the  possession  of  the 
State.  V  liie  charter  makes  it  the  duty  of  the  railway  officials  to  fornish  the  fed- 
eral omcers  with  all  the  information  and  other  means  necessary  for  the  ezecation 
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f  their  dtities  of  sapervision;  and  any  railway  offlciiki  who  Ih  derelict  in  the 
lerfonuance  of  hw  duties  and  is  not  dismiased  by  the  management  may  be  per- 
mptorily  dischuTKtjd  by  the  federal  council.  The  number  of  trainn  per  day  in 
iion  Uireution  is  upecified,  and  the  minimum  rate  of  speed  preecrjbtd.  In  addi- 
ii>D,  tho  railway  is  subject  to  all  the  pTovisions  of  the  re^lar  SwisH  railway  res- 
liitioDH.  FaseenKer  care  are  to  be  constructed  on  the  American  plan,  and  all 
rainst  must  contain  a  Npecified  number  of  classes  of  coaohc 8,  unlets  esiireBsly  per- 
litted  to  do  otherwise  by  the  federal  council.  On  demand  of  tho  council  pas- 
el  i),'er  coaches  may  be  attached  to  freight  trains.  Bates  of  fare  aie  fixed  for  ■ 
iich  of  the  different  claaHes  of  passengers,  being  20  per  cent  less  in  case  of  freight 
ruins.  Children  under  8  years  of  aj^e  must  be  transported  free,  and  those  from 
to  10  years  old  at  half  fare.  Freight  rates  frir  the  trniisjxirtation  of  different 
lusaea  of  animals  are  fixed  in  the  charter,  and  diffei-ences  m  rates  are  allowed  in 
ase  of  carload  and  less  than  carload  shipments.  A  clasHificatiun  of  freight  is  also 
icindccl  with  corresimnding  rates  for  the  different  classes.  All  rates  are  sub- 
,'i't  to  the  approval  of  the  federal  council  2  months  before  the  railway  is  open 
iir  traffic.  Tne  rates  may  be  lowered  whenever  more  than  6  per  cent  net  profits 
re  realized.  In  case  of  disagreement  upon  this  point  between  the  railway  corn- 
any  and  the  federal  council,  the  national  itssembly  shall  decide.  On  the  other 
!ind,  whenever  rates  are  not  high  enough  to  provide  adequately  for  the  expense 
f  operation,  they  may  be  raised  with  the  consent  of  the  federal  council.  The 
ailway  company  is  re<inired  to  maintain  a  reserve  fund  and  a  benefit  fund  for  its 
luployees.  In  accordance  with  the  provisions  of  the  federal  law,  all  railway 
iiiiiloyees  are  required  to  carry  insurance.  In  common  with  provisions  of  the 
eneral  law  of  1873,  this  charter  reserves  to  the  State  the  right  of  repurchase  at 
ny  time  after  the  expiration  of  30  years  of  the  life  of  the  charter  on  8  years' 
ntice,  and  on  every  1st  of  May  thereafter.  The  comjiany  is  to  hand  over  the 
roiK-rty  in  fixst-class  condition,  and  all  rlghte  of  employees,  with  respect  to  the 
I'Hefit  fund  and  insurance,  are  guaranteed  in  case  of  a  transfer  of  the  property 
f  the  road  to  the  State.  Should  the  railway  property  be  in  imperfect  condition 
ud  the  reserve  fund  not  sufficient  to  enable  the  State  to  rejiair  such  defective  por- 
a  of  money  shall  be  deducted  from  the  purchase  price  equal  to  such 

-  *' rve  fund.    Tho  purchase  price  is  determined  uiicfer  the  chaj- 

.  _.  _  .   ..  ie  the  railway  is  purchased  before  the  year  1030,  the  price 

iiiil  fhall  be  25  timen  the  average  of  the  net  profits  of  tho  10  years  preceding  the 
ivinff  of  notice  of  Such  contemplated  purchase  to  the  company;  if  the  repurchase 

I  made  between  lass  and  1950,  the  pnto  shall  equal  32*  times  the  average  net 
rntitsof  the  last  precedinglO  years;  and  if  tho  repurchase  is  made  in  1950, 20  times 
Lich  average  net  profits.     The  net  profits  are  defined  as  that  sum  that  remains  after 

II  exiwnses,  including  contributions  to  the  reserve  and  amortization  funds,  have 
ei-uuiet.  In  case  the  State  does  notpurchasetheroad  until  the  expiration  of  the 
hiirter  j>erlod  of  SO  yeara,  the  company  may  take  its  choice  between  a  refund  of 
le  original  cost  of  construction  or  a  price  fixed  by  the  federal  court,  which  tri- 
unat  shall  also  decide  all  other  questions  with  respect  to  redemption.  In  case  tlie 
antonin  which  the  proposed  railway  is  to  be  constructed  has  already  nnrchased 
le  railway,  the  federation  nevertheless  has  the  right  of  reparchase  Mong  with 
II  otiicr  rights  and  privileges  which  may  have  been  conferrtHl  upon  the  cantonal 
iitliorities. 

The  charter  granted  to  the  railway  company  organizetl  to  conatmct  and  operate 
le  secondary  road, using  electricity  as  motive  i>ower,i8  essentially  like  the  cnartel 
liit'h  hiut  just  been  described,  only  differing  in  certain  details.  The  corpoi'ale 
fe  of  this  company  is  limited  to  80  years,  and  tho  approval  of  the  federal  coun- 
1  is  neceBsary  for  the  construction  of  the  line.  The  width  of  the  track  is  iire- 
■rilH'd,  and  the  period  during  which  construction  is  to  be  completed  is  likewise 
idicated.  The  federal  council  may  establish  the  speed  of  trams  and  appittve 
le  type  of  cars  to  be  used.  The  minimum  number  of  trains  in  each  direction  is 
\i'<l:  and  rat«s  are  indicated,  though  without  reference  to  different  classes  of 
iMseii^rs.  As  to  freight  and  the  transportation  of  animals,  the  same  classifica- 
<iii  is  adopted,  althougu  the  rates  are  somewhat  higher.  The  State  reserves  sim- 
!ir  rights  of  repurchase,  but  the  price  is  fixed  at  Sai  times  of  the  net  profits  from 
Kt.'>  to  the  expiration  of  the  charter. 

Tliti  discussion  of  general  railway  legislation  in  Switzerland  will  be  confined  to 
few  of  the  more  important  landmarks,  bsKinning  with  the  constitutional  provi- 
I  ins  of  1S48.  Under  this  constitution  the  federation  reserved  thepower  to  nnder- 
ike  public  works  in  its  own  interests  or  of  a  large  part  of  the  country  at  public 
ilH'iise.  For  this  purpose  it  was  emp)wered  to  exercise  the  right  of  eniropria- 
L111.  and  had  power  to  prohibit  the  erection  of  any  public  works  which  might 
rejudioe  military  interests.  OOulc 
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From  that  day  to  the  present  time,  Switzerland  ban  had  its  series  of  laws  cnl- 
minatiiif:;  in  the  important  repurchase  act  of  1698,  under  which  the  present  scheme 
of  nationalization  of  raUways  is  being  carried  oat.  The  idea  of  Stat«  railways 
had  its  beginning-  in  the  law  of  1S53,  according  to  which  the  federation  reserved 
the  right  to  permit  either  cantonal  governments  or  private  companies  to  construct 
•  raUways.  The  calmination  of  this  idea  found  its  exproeeion  in  article  1  of  ttie 
law  of  18fl7: 

"The  federation  maypnrcbaae  and  <merate  on  its  own  account, nnder  the  name 
of  '  Federal  Swiss  Railways,'  all  those  Swiss  railways  which,  becanse  of  tbeir  eco- 
nomic or  military  significance,  serve  the  interests  of  the  Eidgenossenschaft  or  of 
the  major  part  of  the  same,  when  these  can  be  acquired  without  making  dispropor- 
tionate sacrifices." 

Thus  the  laws  of  1853  and  1897  constilnite  the  "  boundary  jKistB"  between  public 
and  private  railway  enteriirise  in  Switzerland,  Under  the  former  law,  construc- 
tion ny  the  State  was  considered  chiefly  as  a  posaibility,  whUe  under  the  latter  it 
is  regarded  as  an  immediate  probability.  Furtherniore,  the  law  of  1897  places 
the  entire  raUwEty  systeni  in  the  hands  of  the  federation,  while  that  of  1852  left  it 
between  the  cantons  and  private  companies. 

The  next  important  law  is  that  of  I9T3,  which  brought  order  and  system  into 
Swiss  railway  legislation.  Before  that  time  mncb  confusion,  incoherence,  and 
nnceitainty  had  existed  in  railway  statutes,  all  of  which  was  done  away  with  by 
the  systematizing  and  unifying  inflnence  of  the  new  law.  Besides,  the  law  of  1873 
is  in  many  of  its  essential  features  stUl  operative  through  their  incorporation  in 
later  acts.  This  law  placed  a  tame  limit  npon  corporate  life  granted  in  charters, 
and  restricted  tranrference  of  charter  privileges  to  direct  assent  of  fe<leral  author- 
ities. Time  limits,  during  which  conKtruction  could  be  completed,  were  also  fixed, 
and  proviaions  having  in  view  sound  financial  orKanization  introduced.  The 
Government  reserved  the  right  to  order  the  establishment  of  stations,  doable 
tracks,  and  other  facilities.  Railways  were  obliged  to  submit,  on  completion  of 
a  line,  a  detailed  and  accurate  account  of  the  expense  of  constrnction  to  the 
Btandesrath.  Mail-i  were  to  be  transported  free,  and  theOovemment  had  the  privi- 
lege of  using  the  roads  during  times  of  war.  The  manner  of  establishing  railway 
rates  was  prescribed .  and  system  and  unity  were  in  troduced  into  the  cla^fication 
of  rotes,  as  well  as  into  the  physical  organization  of  the  railway  system. 

Another  important  step  toward  nniformity  was  acconiplipbfd  in  the  enactment 
of  a  "  normal  concession  bill."    As  the  name  mdicates,  this  law  furnished  a  normal 


charter,  the  proviBiODs  of  which,  it  was  assumed,  would  be  incorporated  in  every 
railway  charter  to  be  granted  in  the  future,  only  individual  and  local  variations 
retiniring  modified  forms.  The  railway  companies  had  been  reluctant  to  demand 
the  right  of  the  State  to  legislate  in  any  manner  interfering  with  what  they  con- 
sidered their  charter  privileges.  Both  the  law  of  1873  and  the  normal  charter  law 
assert  the  right  of  tholegislatnre  to  enact  general  laws  whichsupersede  the  special 
charters  in  so  far  as  there  is  a  conflict  between  them.  The  charteiH  panted  dur- 
ing the  years  fr)Uowinp  this  legislation  <'ontain  repnrchase  provisions.  What 
these  were  is  not  essential,  since  the  law  of  1898  contains  what  is  applicable  to 
this  subject.  In  18t<3  and  in  189S  so-called  accounting  laws  were  passed.  The«e 
were  a  necessary  preliminary  to  the  later  repurchase  act,  in  that  they  brought 
about  greater  uniformity  in  systeinsof  railway  accounting,  and.  in  a<ldUion,  pro- 
vided tbe  data  niKin  winch  calcnlations  of  the  repnrchase  price  conld  be  made. 
It  has  also  been  as.serteil  that  the  methoils  of  accounting  prescribed  under  these 
laws  resulted  in  lower  valuations  being  placed  upon  I'oilway  proiierty  and  a  con- 
so«iuent  saving  in  re]mn;hase  on  the  part  of  the  Government.  Under  the  federal 
law  of  1897,  approved  by  a  heavy  majority  iif  the  referendum  in  189H,  the  federa- 
ation  is  empowered  to  ri^porohase  all  the  Swiss  railways  in  accordance  with  the 
repurchase  provisions  of  their  resiM'ctive  charters  and  the  general  law.  The  funds 
necessary  for  such  re]iurchose  are  to  Ixs  raised  hy  the  issuance  of  bonds.    The 

.......    I..  1.1...  1 —  is  to  be  canceled  within  00  years  l>y  "    "  "      '  "       "    '  ' * 

^    ._ n  [irescribed  in  the  law.     Otherpla:  ._     _      ...  .     ._  

of  mutual  agreement  Detween  the  ciimpanies  and  the  Government.  The  ultimate 
measure  of  success  of  the  Swiss  scheme  of  nationalization  can  only  be  awaited 
with  interest.  It  isat  present  altogether  too  early  topronounce  judgment  npon  it. 
In  the  management  of  their  railways  the  Swiss  have  adopted  a  system  similar 
to  that  which  will  be  described  in  case  of  Prussia.  The  railway  side  of  the 
administration  rests  in  the  hands  of  a  general  directory  of  from  5  to  7  members 
and  0  circuit  directories,  the  latter  being  subordinate  to  the  former.  These  two 
classes  of  administrative  organs  maybe  considered  as  the  legally  responsible  rail- 
way authorities.  Running  parallel  with  these  are  two  other  classes  of  authori- 
ties, advisory  and  deliberative  in  their  nature.    These  are  the  admiiiistratlTe 


entire  indebtednessis  to  be  canceled  within  00  years  l>y  means  of  a  well -elaborated 
plan  of  amortization  prencribed  in  the  law.    Other  plans  may  be  adoiited  in  case 
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council  and  the  circnit  railway  council.  In  the  organization  of  these  bodies  the 
representation  of  political,  economic,  and  Rocial  intereetH  is  made  the  chief  aim. 

Austria.— In  order  to  illoatrate  the  raoat  important  features  of  Austrian  rail- 
way leKlsIatiun,  the  chief  provisions  of  a  charter  granted  in  1868  to  the  Anstrian 
Northwestern  Railway  will  here  be  preBented. 

The  miniet«T  of  trade  is  the  anthonty  upon  whom  the  final  approval  of  the  plan 
devolves,  and  no  changes  and  modificationH  can  be  made  without  the  consent  of 
the  authoritiea  of  the  State.  The  franchise  is  granted  for  a  period  of  90  years, 
during  which  time  the  i^ompany  ia  protected  against  the  construction  of  competi- 
tive lines.  The  State  may  purchase  the  road  at  any  time  after  30  years  of  corpo- 
rate life;  and  in  case  State  pnrchase  doee  not  take  place  before  the  c-ipiration  of 
the  charter  the  railway  shall  revert  to  the  State  without  compensation  tothecom- 
pany  at  the  expiration  of  the  charter  limit.  The  incorporatora  are  also  iraund  by 
all  the  provisions  of  the  general  laws  of  1851  and  1854.  The  time  limits,  during 
which  construction  shall  be  begun  and  completed,  are  eBtablished  for  different 
sections  of  the  road  and  not  for  the  road  as  a  whole,  as  is  common  in  the  United 
States.  The  company  must  permit  connections  to  be  made  with  other  railways 
at  any  time,  and  the  incorporators  must  furnish  bond  in  cash  or  negotiable  securi- 
ties for  the  faithful  execution  of  all  the  provisionsof  the  charter.  Telegraph  lines 
may  be  constructed  by  the  Government  on  the  right  of  way  without  special  com- 
pensation to  the  company,  and  mails,  together  with  neces-sary  employees,  must 
be  carried  free  up  to  a  certain  limit,  beyond  which  the  stipulated  amount  of  pay 
mav  be  exacted  by  the  company.  Maximum  rates  are  fixed  in  the  charter  for 
botn  passengers  and  goods  on  the  zone  system,  which  was  elaborated  and  gener- 
ally adopted  in  both  Anstria  and  Hungary  in  1899.  Special  rates  mnet  1>e  pub- 
lished as  well  as  the  regular  rates,  and  the  State  authorities  have  power  to  reduce 
rates  whenever  net  profits  exceed  a  certain  amount.  Ratee^  are  also  fixed  for  the 
transportation  of  troops  and  munitions  of  war.  In  case  of  famine  and  want, 
special  rat«8  known  as  '-famine  rates"  maybe  establirfied.  The  charter  limits 
the  indebtedness  of  the  road  and  makes  provisions  for  the  amortization  of  the 

Charters  granted  in  1865  and  1870  are  essentially  like  the  one  just  described, 
only  that  in  one  instance  direct  reference  is  made  to  the  Northwestern  charter, 
and  the  document  containing  this  reference  is  abbreviated  in  a  manner  very  simi- 
lar to  that  in  which  New  York  charters  were  abbreviated  by  reference  to  the 
Attica  and  Buffalo  charter.  One  of  the  companies  is  specially  bound  to  bnild 
whatever  branches  may  bo  necessary  for  thedevelopmentof  the  torn tory  in  which 
the  rood  lies.  In  another  charter,  according  to  the  terms  of  which  the  State  may 
become  a  stockholder,  representation  of  the  State  in  the  man^ement  of  the  road 
is  provided  for. 

These  charters  contain  no  reference  to  pooling,  although,  as  is  well  known. 
pooling  is  legallv  permitted  in  Anstria.  Alt  roads  entering  into  a  poo]  must  be 
duly  represented  in  the  commission  which  draws  up  the  pooling  arrangements, 
and  all  such  arrangements  are  subject  to  anpervision  by  State  authorities. 
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Barly  d«Telopineiit. — More  attention  is  given  to  Ptub^  than  to  any  other  for- 
eign atato  beciinseof  the  aigiiificance  which  the  HyHtem  of  8tat«  railways  in  Prussia 
has  attiuned  in  the  railway  history  of  the  world.  PrnsHia  has  developed  a^-stem 
which  is  pecaliatly  her  own,  and  which,  in  many  respecta,  is  the  most  perfect  of 
its  Mud.  In  the  earlier  history  ol  Prussian  railways  one  can  find  tendencies 
similar  to  those  which  are  discernible  in  the  historical  development  of  railways 
in  every  other  conntry;  but  the  manner  in  which  Prusaan  legislation  met  various 
contingencies  affords  instructive  lesBonfl  to  those  countries  in  which  legislative 
bodies  pursued  a  different  course.  Prussia  was  not  the  first  Gterman  countn-  to 
begin  the  oon.struction  of  railways.  One  very  important  road  was  built  in  Sax- 
ony before  the  first  great  Prussian  railway  was  built:  and  a  short  road  from 
Nuremberg  to  FUrth  was  the  first  modem  railway  in  the  present  Gh^nnan 
Empire.  The  latter  will  be  briefly  considered,  because  in  its  projection  things 
were  done  which  are  quite  typical  of  procedure  in  connection  with  early  Oerman 
railway  projects.  For  punwscs  of  comparat've  study  a  presentation  or  tlie  iires- 
ent  legal  and  administrative  organization  of  Prussian  railways  would  perhaps  Iw 
sufficient!  but  in  its  local  history  there  are  so  many  instructive  lessons  that  one 
can  not  afford  to  pass  over  Prussian  railway  development  from  its  beginning  to 
ihe  period  of  radical  reorganization  in  1894,  upon  the  basis  of  which  the  prescut 
eysteni  rests. 

The  Nurombexg-Fiirth  Railway.— The  history  of  the  Nuremberg-Fiirth  Rail- 
way dates  back  to  1814,  when  a  prominent  Bavarian  engineer  began  to  interest 
himself  actively  in  railway  projects.  Not  until  1832,  however,  when  John  Schar- 
rer.  a  wealthy  citizen  of  Nuremberg,  revived  the  project,  was  work  begun  in 
earnest  which  led  to  the  completion  of  the  road  in  the  immediate  future.  The 
men  who  were  associated  with  Scharrer  were  practical  business  men,  and  the 
manner  in  which  they  entered  upon  the  novel  undertaking  of  a  railway  hhows 
that  their  enterprise  rested  upon  business  principles.  By  actual  count  they  deter- 
mined the  number  of  i>eople  that  traveled  between  the  two  cities.  The  result 
showed  a  daily  average  of  1  .IS4  persons  on  foot,  404  in  carriages,  and  108  vehicles 
of  various  kinds.  From  this  daily  average  they  estimated  the  annual  movement 
of  persons  between  Nuremberg  and  its  suburb,  FQrth,  at  612.470  persons,  and 
30.420  pleasure  t^us.  On  the  basis  of  this  count  a  detailed  plan  and  estimate 
were  elaborated,  fixing  the  capital  stock  of  the  proposed  company  at  llt2,0OO 
gulden,  on  which  an  annual  return  of  at  least  13  per  cent  was  estimated.  The 
stock  was  sold  on  Hay  14, 1333.  The  largest  part  of  it  remained  in  the  two  cities 
between  which  the  railway  was  to  be  built,  and  the  Government  became  a  share- 
holder to  the  extent  of  2O0  gulden,  FoUowing  this  the  shareholders  secured  u 
royal  charter  and  a  confirmation  of  their  statutes,  by  which  the  company  secured 
the  exclusive  privilege  of  building  and  operating  a  railway  between  the  two 
cities  for  a  period  of  30  years.  The  orijanization  of  the  company  has  remained 
intact  up  to  the  present  time,  and  the  financial  history  of  the  rood  has  been  one 
of  tlie  most  prosiierous  in  Germany,  This  is  one  of  the  few  early  roads  which 
was  built  with  especial  reference  to  passenger  traffic.  Not  until  183S  wa"  freight 
carried  in  any  quantity.  On  the  11th  of  July  of  that  year  the  first  cb^oo  of 
freight  vfon  shipped  from  Nui-emberg  to  the  "  Wirth  zur  Eisenbachen  "  at  FOrth; 
and,  quite  in  kei^ping  with  Bavarian  custom,  the  cargo  consisted  of  "  2  FAsscbJ^i 
Bier  von  Lederer." 

'  In  Mlclitlnn  to  oftlcial  documcntg,  tlio  nriler  wlnhM  to  kcknowlcdm  lilii  indeblcdnmB  In  Ihc  Icn] 
work-  .if  GMm.  ^er.  and  Kchmctlor;  In  the  hlntoripal  iiwayHof  UM,  voii  Msycr.nnd  voii  Fleck;  toflie 
flimnrliil  nimgitlttfloiiii  of  II<ic|n'r:  Hi  tliv  ecoiiomlu  pubUtullutiH  of  von  der  Leyon;  and  lovwloUB 
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The  LeipziK-Dtewlen  Rallva^. — Although  nnt  located  in  ProBsiti,  this  railwa; 
is  luentioued  oecaTiHe  it  is  the  bntf^eikt  road  tli^t  was  ever  bailt  in  Uertnaiiy, 
and  can,  io  a  Bense  at  least,  be  considered  tbe  tccimical  foimdatian  of  Kre&t  sys- 
tems of  rftilways  in  the  Q«rman  Empire.  R'lads  projected  before  this  time  were 
more  isolated  and  chie&y  looal.  The  Leipzig-Dresden  road  constitutes  the  comer 
stone  of  the  indnstrial  mechanism  of  modem  Germany.  All  of  the  stock  was 
sold  in  ISM,  exactly  2  years  after  tlie  stock  of  the  Nuremberg- Flirth  Railway  had 
betn  sold.  A  great  wave  of  enthnaiasra  followed  this  event  wliich  led  to  the 
projection  of  8  different  roads.  An  eipropriatiou  law  for  the  benefit  of  thiH  uom- 
])any  wa8  enacted  in  iSiVi,  and  construction  was  began  the  following  year,  and  » 
part  of  the  line  opened  on  April  24,  1837.  The  entire  line  was  not  opened  for 
traflio  until  April  7,  I83». 

A  ministerial  report.  ^The  attitude  of  the  Prussian  Government  at  tbe  open- 
ing of  the  railway  era  is  clearly  indicated  in  the  report  of  Herr  Rotber.  tlio  cliief 
of  the  deiiartment  of  trade,  manufacture,  and  bailding.  on  "  the  development  of 
highways  and  the  builiUng  of  chansseee.''  It  is  dated  August  16,  1835,  and 
ad<lressed  to  King  Frederick  William  III: 

l^«ll^(l»d^■  Bs  avenues  of  iratlc,  with  stcnm  propuWon,  huve  to  within  very  recent  (lines,  and  with 
lew  ux<-(.-|>t[cni9,  iK'en  [wiiid  oiil;  In  the  few  SMIeB  of  North  Amerira  nnd  In  Ureal  Britain.  The 
repurlii  rei^rlvea  about  (tlvldende  paid  bji  these  roailn.  In  n>[ara!i  theyarcundcrtalilnBii  of  stork  com- 
puilcfl,  appear  to  be  unreliable  and  highly  eitloi^  In  the  lntGT«'^  oi  >^oe1c  speculation. 

Herr  Bother  then  refers  to  the  difference  in  the  conditions  under  which  roads 
mnst  be  bnilt  in  the  several  countries.  He  quotes  the  case  of  the  first  Austrian 
road  from  Linz  to  Bndweias  and  of  the  French  road  from  Lyon  to  St.  Etienne 
as  having  yielded  but  a  email  return.  (ThefurmeT2!per  cent  and  the  latter  even 
less.)  And  the  railway  bnilt  by  the  Government  of  Belgium  from  Brussels  to 
Mecbeln  (aif  (Jerman  miles),  he  says,  can  not  be  taken  as  typical  for  other  states, 
or  even  for  Belgiam.  He  says  the  Continent  can  not  yet  show  a  railway  which 
hafl  been  sncuensful  and  which  has  satisfied  a  real  want.  (Serving  as  an  avenue 
of  trade — ''Haudelsstrasse.")  Another  objection  he  raises  is  that  there  is  no 
experience  on  the  technical  side  to  fall  back  npon.  He  even  doubts  whether  he 
coald  answer  in  the  afflnnative  the  question  whether  or  not  the  German  means  of 
communication,  such  as  they  were,  needed  any  improvement.  Ho  points  out  that 
the  tolls  on  macadams  have  been  reduced  so  much  that  land  transportation  comes 
into  active  competition  with  that  on  water.  He  fears  that  mai^  demands  will  be 
made  on  the  steto  in  consequence  of  industrial  changes  ("Verschiebungen") 
resulting  from  the  building  of  railways.  Additional  objections  enumerated  in 
the  report  are:  that  the  small  towns  will  gain  but  little,  if  at  all,  on  being  con- 
nected! with  a  railway;  that  the  expense  of  keeping  the  chanssees  in  repair  will 
remain  the  same,  while  the  receipts  from  tolls  will  decrease;  that  the  uwe  of  the 
railway  (i.  e.  the  track)  can  not  be  extended  to  ordinary  wagons;  that  the  cars 
("  Bisenbahn wagon  " — railway  wagon)  cannot  be  used  on  chausaees  and  ordinary 
roads;  that  it  appears  difficnit  to  make  a  railway  pay,  and  that,  finally,  there  is 
no  occasion  for  the  state  to  grant  valuable  charters  ortogivefinancial  aid  to  such 
undertakings. 

Rother's  report  may  be  taken  as  a  true  reflection  of  public  opinion  up  to  May 
14,  ISS-I.  The  report  is  dated  August  16,  1835,  and  is  thus  a  little  behind  time,  on 
which  day  the  stock  of  the  Leipzig-Dresden  road  was  sold,  and  a  high  wave  of 
railway  enthusiasm  sent  over  the  country. 

The  Uagdeburg^Leipzig'  Bailway. — Thi 
the  fact  that  the  charter,  under  which  it  wa  ... 

tion  of  the  Prussian  railway  law  of  November  .t,  I8!W,  which  lias  continned  ii 
force  until  to-day.  and  which  in  all  its  essentials  constitutes  the  present  railway 
law  of  Prussia.  It  may  be  said  that  the  Magdehnrg-Leipirig  Railway  aci^omplished 
in  the  province  of  railway  legislation  what  the  Leipzig- Dresden  Railway  effected 
toward  systematization  in  railway  construction.  In  the  reply  of  the  Government 
to  the  committee  of  Magdebnrg  merchants  who  sought  a  charter  as  early  as  May 
22,  1835.  there  can  be  detected  the  central  thought  of  all  future  Prussian  railway 
le^lation:  that  it  is  the  dnty  of  the  state  to  take  such  a  position  in  relation  to 
railways  that  it  may  at  any  tinie  in  the  future  interfere  in  behalf  of  public  inter- 
ests. The  royal  order,  confirming  the  statutes  of  the  Magdeburg- Leipzig  Com- 
pany and  granting  the  charter  privileges,  is  epoch-making.  After  extending  to 
the  corporation  tlie  privileges  asaally  accorded  to  legal  bodies  of  this  kind,  the 
order  expressly  limits  the  reserve  fund  provided  for  in  the  chai'ter  to  2  per  cent  of 
the  total  original  cost.  It  furiher  expressly  states,  and  makes  it  a  condition  of 
tlie  acceptance  of  the  privileges  granted  to  the  company,  that  the  same  shall,  at 
any  time  in  the  future,  be  bound  by  all  laws,  rescripts,  and  orders  issued  in  rela- 
ti<Hi  to  railways.    The  royal  order  discussed  the  relation  of  railways  to  the  state 
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and  to  the  public;  and  becaaee  of  the  quasi-public  nature  of  the  tmdertaldiig, 
wliich  was  thun  early  recopiizBd  by  tie  German  Government,  all  rights  necessary 
for  a  proper  ordering  of  the  relatiouH  between  the  railways  and  the  public  were 
reserved  to  the  state. 

Periods  of  PruHBiaji  Railway  dsTslopment. — A  general  notion  of  the  hiator- 
iual  development  <.if  Prussian  railways  maybe  obtained  from  a  presentation  of  the 
periods  into  which  .the  same  may  be  divided.  At  the  outset,  a  word  of  comment 
may  be  inseiled  on  the  somewhat  popular  impreBsion  that  in  European  countries 
the  earliest  railways  were  bnilt  largely-  if  not  entirelj[,  by  public  funds,  and  that 
in  the  United  States  they  were  built  by  private  capital.  The  eiact  opwwite  is 
ti-ue.  It  is  a  well-known  fact  that  nearly  all  our  early  railways  received  impor- 
tant aid  from  towns,  counties,  villages,  and  cities  through  which  they  passed. 
On  the  other  hand,  the  earliest  English  and  most  continental  roads  were  obliged 
to  pay  heavily  for  the  right  of  way.  The  same  was  true  in  Prussia.  Before  the 
year  1843  only  ijrivate  railways  eiisted  in_that  state.  From  1848  to  1847,  inclu- 
sive, the  state  aided  in  the  construction  of  railways  by  guaranteeing  a  minimnm 
rate  of  interest  on  the  capital  stock  or  by  investing  in  shares  of  the  company. 
The  period  of  the  founding  of  state  railways  is  marked  off  by  the  years  18^  and 
1863;  and  is  followed  by  an  era  of  speonlation  from  1863  to  1877,  during  which 
nnmerooH  private  roads  were  projected.  From  1878  to  the  present  time  the  state 
railway  system  has  steadily  grown  in  eitent  and  importance,  and,  in  general,  it 
may  be  said  that  the  dominating  administrative  influence  from  that  day  to  the 
present  time  has  resided  in  the  head  of  the  department  of  public  works. 

ConstltnlJonHl  baals  of  Prussian  railway  leglalation.— The  following  are  the 

firovisions  in  the  imperial  constitution  of  AprillO,  1871,  upon  which  the  railway 
egislation  of  Prussia  rests; 

Art.  IV.  H.  Tho  lOmptrp  rcflcrvpN  the  rlKht  of  control  and  o!  Icgidatlon  on  the  tiubject  nf  nllwan. 

Abt.  Vlil.  L  The  Bimdoaralh  la  constituted  n  penwuient  nnnnilttee  on  nilwayH,  pout,  imd  telo- 
gmphs. 

ABT.  XLI.  Rallira]'!!  whlrh  inur  be  deemed  nceeaaBry  for  the  defense  o(  Gonnan)-  or  for  Ihc  Inter- 
exu  nF  tho  Keneml  traffic,  may.  by  virtue  at  a  Icgnl  eaaetinont  of  the  rnlon,  even  In  oppoeltioti  to 
incinben  ol  tho  Union  whose  territory  niaj-  be  enwsed  by  such  niadg.  without  impairing  ihelt  rtgM 
of  KDverGignt]!.  bo  biilll  by  the  Empini  or  by  private  undortaliera  to  whom  the  Empire  may  have 
RtBDted  a  concemlon  and  the  right  of  exproprintion. 

Every  uxlirtliiB  railwaj-  1b  bound  to  permit  a  Junction  Hlth  the  nevriy  built  roadx  al  the  eipenw  ol 

Those  lessl  proviBionii  which 

And  such  a  right  ( WiderapruchBrocht')  sb  ,  ,  ... 

In  the  future. 

Abt,  XLIl.  The  Federal  Oovemment  blnda  Itself  to  cause  the  Ocrman  railws>-B  lo  be  munftecl  In 
the  lulcrcBM  of  the  general  liaiUc  aa  a  uniform  network,  and.  lor  IhlB  purpose,  in  cauw  new  roadB  to 
be  built  and  cqiiipiwd  BecordluK  to  uniform  norma, 

__  regulations  lor  the  operation  of  toads,  emc- 

_ , ^nUtions.  Bhftll  be  Inlioduced  with  all  piaclicHble  dispatch.    The 

federal  govemmetit  Bliall  take  care  that  the  nillwar  managctncnl.  nt  all  times,  iirescrvcn  (he  roads  in 
such  a  Mate  of  repAiraiid  prodileB  them  with  such  an  amount  of  rolling  stock  lu  Ihc  Intcrct^  of 
aatety  and  the  pnbllc  Iralllc  may  demand. 

Abt.  XLIV.  In  notiBideratlon  of  the  cuntomnry  compeniatlon,  the  railway  muiagiemenls  aball  be 
bonnd  to  provide  tor  tho  preparation  of  mutually  Bupplcmentarj' time  tables  (orpaBgengcrtrainawllh 
the  requisite  siH-eil;  likewise  lo  Introduce  freight  trains  mfflciene  for  the  requirements  of  the  traffic, 
and  to  prorlde  for  the  direct  Iransterolpusgengersand  goods  from  one  naid  loHooiher. 

Abt.XLV.  The  Fedeml  Government  reserves  the  right  lu  conin 
toeltert,  (1)  the  IntroducUon  o(  a  uniform  syitlcm  of  reglemenlg  fur  Iheopuratloi 
ways:  (H)  tho  unifloaUoti  and  ruductloik  of  lates.  ccnerially  in  Ihc  long-distance  iiauis  oi  coai.  coac, 
wood,  «rr^^  alone,  aait,  rig  iron,  (ermiiets,  and  similar  anielcii  aiipplying  the  wantaol  agrlculluro 
and  iDduatiy.  (Note.— The  constitution  further  providei  lor  Ihe  tranaportallon  ol  (iieac  artlelen.  as 
mem  as  fcnnblc,  at  n  l-penny  rate,  except  In  Wiirtlcmbcrg,  whirh,  by  a  treaty  of  November  ■&,  IKD 
{Berlin),  with  tho  Knrtb  German  rnlon,  Baden  and  IletBCn  ts  exempted  from  the  l-penny  nte  for 
ail  the  cnnmcrated  nrttcles  (Art.  III.  ne.  2  of  the  Ircaty)  This  ciceiitlon  wiu  necc«ary  tKcsnac  of 
thedllTcrenteondltlonaundeTwhirhlialwnmationwagcarriedniiln  Wurttcmbcrg.l 

ART.  XLVI.  Intlmcaof  dlaUvsii.i<«peelany  with  an  exceptional  rise  in  the  ptlceof  the  ncceamtica 
of  life,  the  TuUwaya  shall  be  bcnindlo  Introdnce,  lempiirarily.  for  the  transportatloit  of  (e^pei'lally) 

Cin,  flour,  Icgiimlmjns  pnidncts  I Hdlscnfrflchtr) .  and  potatoes,  rednccil  rate*,  lo  he  fixed  hy  tlie 
peror  on  rcnnnmcndatlnnol  the  committee  uf  the  Bnndenath:  provided  that  such  tariB  shall  not 
Ih'  reilnced  below  tho  lowest  rate  in  force  on  the  respective  roads  fur  Ihc  trancportaUoD  of  raw 
material. 

The  above,  ns  well  ns  Ihc  provisionn  contained  in  articles  42  to  Ifi,  shall  not  bi'  binding  on  Bavaria. 
However,  the  Federal  Government  renerveii  the  right  to  exact  of  Bavaria,  by  means  o(  legislative 
cnactnirat,  uniform  normnfor  the  eimslnictlon  and  equipment  of  such  roads  ns  are  important  in  tlio 
di'fenivnt  the  Empire.    I  This  pnn-lsion  ptacllcnlly  repeals  section  It  of  Article  IV.  1 

Art.  XLVIT.  The  several  rallnay  mHnagcments  Hhall  be  obliged  In  meet  unconditional ly  tho 
demands  of  the  Fclcml  iiiilhorilics  for  the  use  of  Ihe  railways  tor  the  defense  of  Germany,  Espe- 
clnllyBte  troops  and  alt  accoulrements  of  war  to  tic  transported  atnnilormly  reduced  rale*. 

It  is  almost  nnnccessary  to  add  that  all  thexe  proTision><ltavnbeenstipplement«d 
by  n-Bcripts,  orders,  and  statutes.  All  the  rights  of  the  Federal  Government  ovei 
railways  may  lie  ennmerat«d  nnder  5  heads:  _, 

1.  The  right  to  legislate.  ,-     .,„,j|.  CjDOqIc 


5.  The  right  to  grant  ch&rters. 

3.  The  right  to  control  tariffs. 

4.  The  right  to  aapeirise  the  building,  operotian,  aTiil  luluiijistratioii  of  the 

6.  The  right  to  employ  the  roads  for  tha  national  defense. 

All  these  rights  in  turn  may  be  loohed  upon  ae  the  logical  eeqnence  of  what  is 
technically  termed  the  (a)  cnltiire  and  wellfare  aim  (Knltnr-nnd  Wohlfahrt- 
szweck)  and  (b)  right  and  might  aim  (Recht-nnd  Mach^weck)  of  the  State. 

The  leeol  ba«ls  of  private  railways. — A  private  railway  is  any  railway  not 
owned  and  operated  by  the  Prussian  State.  Thus,  railways  Duilt  and  operated  in 
Prussia  by  a  municipfUily,  circuit,  province,  or  another  State  are  private  railways 
in  the  eyes  of  the  law  as  well  as  those  owned  and  operated  by  a  single  individual 
or  by  a  corjxiration.  A  railway  may  be  in  private  poaseesion  but  oiierated  by  the 
State.  Thi3wa.soneof  the  stages  in  the  transition  from  private  to  State  railways. 
The  law  does  not  apply  a  technical  term  to  these  mixed  roads.  In  additiott  to 
private,  mixed,  ana  state  railways  the  law  recognizes  federal  railways.  Those 
in  Alsace-Lorraine  and  a  military  road  from  Berlin  to  shooting  gronnds  near  by 
are  the  only  railways  of  this  idnd. 

The  eotittitutional  basin  of  charters. — By  article  41  of  the  federal  constitution 
the  Fe<Ieral  Government  concurrent  with  the  several  States  has  the  ri^ht  to  bniJd 
and  operate  railways.  The  Federal  Government,  within  limitations  already  indi- 
cated, has  left  this  right  to  the  States.  The  right  to  baild  railways  is  an  attri- 
bnte  of  sovereignty.  In  cose  of  State  railways  the  qnestion  is  not  one  of  rizht  bat 
only  of  undertaking,  while  in  case  of  private  roads  it  is  a  question  of  right  or 
le^  privilege  and  of  undertaking.  This  legal  privilege  is  the  charter.  State 
railways  roiiuire  no  charters,  forthe  undertaker  is  the  source  of  privileges  granted 
in  a  charter  to  private  persons.  According  to  section  1  of  the  law  of  1888  a  char- 
ter is  retiuirud  for  the  bnilding  and  operation  of  a  railway  by  a  physical  or  legal 
person  (rtock  company, commune,  province,  circuit)  or  another  State  in  thePms- 
rian  State.  A  charter  is  also  required  when  the  right  to  operate  a  road  without 
acquiring  the  rights  and  privileges  vested  in  the  first  and  when  a  private  road  is 
to  serve  public  interests  exclusively.  The  aim  of  the  law  is  to  denne  a  responsi- 
ble person  in  all  oases. 

Economic  and  p<^ilical  premises. — The  undertaking  mnst  serve  public  interests. 
It  must  be  permissible  froma  military  point  of  view.  It  must  be  usefnl  and  bene- 
ficial to  the  public  at  large,  although  it  may  tttand  in  opposition  to  private  and 
sectional  interests.  The  law  requires  the-  undertaker  to  furnish  objective  proof 
of  the  usefulness  of  the  proposed  enterprise  before  an  application  can  receive  the 
attention  of  the  authorities.     Such  proof  consists  of  reliable  Statements  of  the 

iiresent  traffic  and  passenger  fretiuence,  an  explanation^ — technical  and  econora- 
cal — of  the  choice  of  this  particular  route,  grades  and  curves,  estimates  of 
cost,  ete. 

The  enterprise  must  not  frustrate  or  make  more  difficult  other  and  more  useful 
projects.  This  principle  would  be  violated,  for  instance,  were  a  charter  to  be 
granted  for  a  narrow-gange  or  secondary  road  where  the  building  of  a  primary 
road  would  l>e  bett«r. 

The  undertaker  mnst  offer  objective  '^oof  of  his  ability  to  meet  all  the  reipiire- 
mente  of  the  cliarter  which  he  seeks.  Tliis  involves  not  only  sufficient  capital  to 
build  and  equip  the  rood,  but  also  the  ability  to  operate  it  successfully.  Bonds 
are  usually  required  as  secnrity. 

The  proposeil  railway  muHt  be  t 
containcdTin  a  cabinet  order  of  Ma 
November  3  of  the  same  year,  is  still  in  force. 

PreHminary  ronsiderattons.^-By  section  lof  the  law  of  11    . .         .*  .    .     _ 

charters  must  l>e  directed  to  the  minister  of  public  works.  The  application  must 
state  the  direction  of  the  route,  with  an  enumeration  of  the  towns  to  be  tonched 
by  the  road.  A  law  of  August  0,  184.1,  revised  in  October,  1871,  prescribed  the 
form  of  mails  to  be  submitted,  togetberwith  an  estimate  of  costs,  arranged  under 
IT  heads. 

A  circular  letter  of  July  20. 1874,  of  the  minister  of  public  works,  reqnires  the 
applicant  to  consult  with  the  foresters  whose  territories  will  be  crossed  by  the 
propose<l  route.  A  like  decree  of  May  2.  1887,  requires  the  cooperation  of  the 
Dead  of  the  deiiartment  of  mines  in  determining  me  ronte  through  mining  dis- 

JTie  eft ar(tx.— After  all  the  preliminary  work  has  been  done,  the  detailed  plan 
is  »<nbjected  to  ftn  esaniination  by  the  president  of  that  circuit  in  wliich  the  man- 
agement of  the  projected  road  hat<  its  seat.  In  this  examination  private  and  local 
claims  are  heard  and  recorded,    This  is  knowuasthe  Landes  una  Ortapolizeiliche 


96fi  INDTTSTKIAL   COMMISSION: — TRANSPORTATION. 

Pr&fnng.  All  chanfcefl  fwreed  npon  among  the  interested  partiea  in  the  ezsmina- 
tion,  as  well  iw  those  or&red  in  the  HnbBeqnent  eiamination  by  the  miniater  of 
pnblic  workB,  are  entered  in  their  proper  places  in  the  plan  in  hhie  ink;  and  all 
changes  not  agree<l  npon,  bnt  recommendeii  by  the  authorities,  are  entered,  with 
the  proceedings,  in  the  journal,  which  is  transmitted,  to{;ether  with  the  plan,  to 
the  minister  of  public  workB.  The  plan  thus  amended  is  next  Eabmitted  to  the 
war  office  for  a  special  examination  with  reference  to  military  interests,  while 
mechanics  and  bnilders  esainine  the  technical  details  of  the  plan.  The  final 
examination  is  made  by  the  miniater  of  public  works,  who  pays  special  attention 
to  the  project  as  a  whole  in  its  relation  to  the  entire  railway  system.  If  the  proj- 
ect is  approved  by  him,  it  is  recommended,  together  with  the  power  of  expro- 
priation, to  the  king,  through  whose  order  the  charter  can  finally  oegranted.  The 
power  of  the  minister  of  public  works  does  not  end  with  the  granting  of  the 
charter,  but  continues  dnnng  the  period  of  construction,  as  well  as  during  the 
entire  life  of  the  road.  Changes  and  additions  which  he  may  recommend  must 
be  made  at  any  time. 

The  le^al  baals  of  State  lallwaya. — The  bnilding  of  a  State  road  is  a  problem 
of  administration,  and  could  be  undertaken  bv  the  administratiye  brancn  of  the 
GoTemment  alone  were  it  not  for  one  thine — tlie  money.  The  building  of  a  State 
railway  requires  a  State  loan  or  the  use  or  other  funds,  and  for  this  the  vote  of 
the  Landtag  is  necetwary.  The  annual  budf^t.  called  etat  in  Pmssia.  contains 
snms  for  the  bnilding  and  improvement  of  highways,  railways,  a  definite  sum  to 
meet  the  expenaesof  preliminary  work,  ete.  All  this  is  known  collectively  aB  the 
railway  etat,  just  aa  there  are  maiine,  military,  and  educational  etata. 

A  mini-sterial  circular  of  June  14,  1887,  retjuires  the  following  pointa  to  be  cov- 
ered in  the  application  for  a  new  State  railway; 

1.  A  territorial  map. 

2.  Contour  and  relief  plans. 

3.  An  explanatory  statement. 

4.  An  estimates  of  costs. 
-'>.  A  memorial  or  petition. 

6.  An  estimate  of  probable  paminga. 

The  preliminary  work  requires  no  estimate  of  the  probable  net  profits  to  be 
made,  aainthecnse  of  private  roads.  Bnt  the  financial  sido,  although  of  secondary 
importance  with  State  roads,  must  still  be  an  imjiortant  one.  Hence,  it  is  required 
that  the  memorial  shall  contain  an  elaborate  account  of  the  probable  effect  of  the 
proposed  railway  on  other  roads  owned  and  operated  by  the  State,  its  probable 
effect  on  other  State  property,  etc.  All  the  preliminary  work  is  done  by  order  of 
the  minister  of  pnblic  works.  The  approval  of  the  entire  project  depends  npon 
the  Landtag,  or  rather  the  budget  (Etatgeset^).  However,  a  special  royal  oilier 
is  required  to  exercise  the  right  ot  eminent  domain,  and  to  name  the  particular 
authority  which  is  to  execute  the  plan.  When  the  law  does  not  specify  whether 
a  primary  or  secondary  railway  is  to  be  constructed,  either  may  be  decided  upon, 
depending  npon  the  motives  wuicli  led  te  the  adoption  of  the  plan,  while  in  case 
of  charters  granted  to  private  companies,  primary  railways  are  understood  unless 
otherwise  specified. 

When  the  law  of  1833  was  passed,  it  was  thought  probable  that  several  under- 
takers might  desire  to  use  the  same  track.  Paragraph  37  gives  the  minister  of 
public  works  the  right,  after  carefnl  examination  of  all  tne  facts,  to  grant  to 
second  parties  the  privilege  of  transportation  on  the  same  track  with  the  origin^ 
incorporators,  provided  that  no  such  privilege  shall  be  granted  within  3  years 
after  the  charter  shall  have  been  granted.  Several  other  paragraphs  of  the  same 
law  are  related  to  this  one. 

InfliienCD  of  public  intereata  In  rallivay  oonatrucUon. — Both  the  economical 
and  technical  interests  are  drawn  into  consideration  when  the  State  fixes  the 
plan.  The  technical  unity  of  all  raUwaya  is  an  absolute  necessity,  and  follows 
the  requirements  of  the  federal  constitution,  that  railways  shall  be  operated  as  a 
nniform  system.  All  roads  are  now  built  according  to  the  norms  prescribed  in 
the  law  of  July  B,  1HB2,  which  are  necessarily  general  in  character,  In  so  far  aa 
any  part  of  the  construction  of  3Tailway,with  all  its  adjuncts,  falls  outside  these 
norma,  it  must  be  determined  by  the  minister  of  public  works  according  to  para- 

raph4  of  the  law  of  1838.  The  location  and  construction  of  stationhooses,  store- 
__;>uses,  Bwitehes,  ronndhonsea,  walls  aud  barriers  of  any  kind,  bridges,  canals, 
dikes,  etc.,  require  not  only  ministerial  sanction,  but  also  the  approv^  of  other 
authorities  within  whose  jurisdiction  the  control  of  snch  things  lies,  snch  as  the 
police  and  military  authorities  and  bnilding  commissioners.  Bnt  it  must  be 
remembered  that  the  power  of  theauthoritieaiH  only  cooperative.  Their  decfsioiiw 
are  not  final,  nor  are  they  binding  on  the  miniater  of  public  works,  in  whom  final 
authority  is  vested. 
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PRimaiAN   RAILWAYS.  ^t(>7 

It  raav  be  mentioned  here  that  Germany,  France,  Italy,  AiiRtria-Hnngary,  and 
Switzerlaud  Agr«>il  upon  th«  ttK^hmcal  nnity  of  all  international  lincgin  February 
1H87.  Belginm,  Servia,  and  Greece  entered  this  anion  in  18!K),  Nouuiform  norma 
to  test  economical  consideratione  (such  as  which  ronte  t«  choose,  which  localities 
t«  crosD)  have  yet  been  adopted. 

Mililarg  tn(ere«(«.— The  law  of  1888  does  not  mention  the  railways  in  their  rela- 
tion to  the  national  defense,  except  in  ^rantiDg  the  charter.  Article  4  of  the 
Federal  constitution  reserveB  t«  the  Gtovemment  the  right  to  employ  railways 
for  the  national  tlefenee.  Bnt  how  this  in  to  be  done,  how  fartheundertakermay 
b©  forced  to  meet  the  emergencies  of  war,  who  is  to  bear  the  erpenso,  and  similitr 
considerations,  were  left  entirely  nndefined  until  the  Franco-Pnwsian  war  of  IHTO. 
A  law  of  December  21.  1871.  dividefl  the  land  Hiirface  immediately  Hurronnding 
fortifications  into  three  belts,  for  the  criBwing  of  any  one  or  all  of  which  the  con- 
sent of  the  commandant  in  necessary,  (jnestions  arising  imder  this  law  are 
decided  by  a  Federal  commission.  A  law  of  Jnne  18, 187S,  liinds  railway  com- 
panies to  meet  all  the  necessary  requirements  for  the  transportation  of  trooira  and 
supplies  in  case  of  war. 

Thf  pont-offlte. — The  discussion  on  the  relation  of  the  Magdeburg-Leipzig  rail- 
way to  the  post-office  was  the  (Manning  of  the  law  of  November  3,  1888.  Article 
27  of  this  law  authorized  the  pcwt-office  to  run  its  own  trains  over  all  roads,  if 
necessary.  As  the  law  now  stands,  the  railwayK,  whether  private  or  state,  are 
r«iuired  to  furnish  necessary  acoorajnodations  for  railway  mail  officials  and  all 
rooms  and  appliances,  such  as  tmcks.  lifts,  etc. .needed  for  the  railway  mail  serv- 
ice in  ail  depot*  or  station  houses  SQlwcipiently  to  1k!  erected.'  It  is  also  required, 
in  the  absence  of  necessary  private  dwellings  in  the  immediate  vicinity,  to  pro- 
vide rooms  for  officials  in  all  station  houses  which  are  rebuilt  or  enlarged.  Rail- 
ways may  be  required  to  do  snch  hailding  at  the  request  of  the  post-office 
department,  for  which  they  receive  rent  to  the  amount  of  7  per  cent  of  the  coat 
of  buildings  or  parts  of  bnildings  erected  for  the  department.  Laws  and  regu- 
lations governing  other  bnildings  apply  also  to  these.  Persons  who  use  such 
rooms  must  fnmish  them  and  keep  them  in  repair. 

Cimtom-hoiiiies. — A  rescript  of  the  minister  of  public  works,  of  June  Kt.  1878, 
malces  it  the  duty  of  the  railways  to  give  due  notice  to  custom-house  offlcials  and 
to  receive  an  expression  of  their  opinion  in  regard  to  projected  buildings.  The 
undertaker  is  further  re<inired  to  provide  adeqaat«  space  for  the  inspection  of 
gooils  and  ba^mire  by  the  cust^nn-honse  officials.  The  law  is  construed  to  mean 
that  the  undertaker  must  famish  and  keep  in  repair,  withont  special  remunera- 
tion, sufficient  and  safe  rooms  for  the  inspection  or  storage  of  goods  and  for  the 
accounting  connected  with  tlie  same.  Dwellings  for  custom-house  officials  are  not 
included,  although  the  railways  find  it  good  xKtlicy  to  furnish  them  at  reasonable 
rents  in  order  to  avoid  delays. 

Other  public.  interegt» — Streets  and  roads. — Paragraph  8  of  the  law  of  1838 
gives  the  undertaker  the  right  to  acquire  not  only  the  necessary  land  surface  for 
tracks,  stations,  switches,  space  in  which  to  deposit  excavat«d  material,  bat  also 
the  ground  necessary  for  all  other  buildings  and  roads  needful  for  the  most  effect- 
ive operation  of  the  railway  in  the  interests  of  the  public.  Under  these  provi- 
sions the  undertaker  is  empowered  to  open  new  roads  or  streets  and  to  cross 
roa<ls  and  streets.  All  these,  like  other  provisions  of  the  charter,  are  subject  to 
revision  by  the  police  authorities.  Roads  leading  to  stations,  if  uwmI  exclusively 
for  the  business  connected  with  the  railway,  like  all  other  private  property,  are 
governed  by  ordinary  laws.  The  undertdter  mast  keep  them  in  repair  and 
attend  to  cleaning  and  lighting.  Where  the  roads  serve  public  interests  ns  well, 
the  local  authorities  are  rcs^Kinsihle  for  police  and  sanitary  reqairemonts:  the 
railway  authorities  are  responsible  only  so  far  as  these  affect  railway  traffic. 

Protection  agaiimt  tin: — Ministerial  rescripts  on  this  subject  were  issued  as 
early  as  1847  and  1848.  An  ordinance  of  1^75  presi'ribes  uniform  rales  for  the 
entire  Pmssian  State,  with  the  exception  of  the  cities  of  Berlin  and  Charlotten- 
bnrg.  Tliis  ordinance  reqaires  special  permission  of  the  police  authorities  to  erect 
bnildings  or  to  store  easily  combustible  material  within  a  horizontal  distance  of 
38  meters,  if  the  track  lies  in  the  same  plane  with  the  land  surface  on  which  such 
bnildings  are  to  l>e  erected  or  the  material  to  be  stored.  When  the  track  lies  on 
an  elevation,  the  width  of  this  belt  is  increased  by  one  and  a  half  times  its  height. 
Thus,  for  a  track  lying  on  an  embankment  H  meters  high  the  width  of  the  fire 
belt  would  be  increased  to  (88  -t-  8  X  H)  47  meters.  These  questions  go  before 
wtiat  we  would  call  a  county  commissioner  ( ' '  Kreislandrath  ") ,  without  whose  con- 
sent no  buildings  can  he  erected  on  this  strip.    But  this  applies  only  to  buildings 

■  Law  of  Pf-bninrj  9,  INTil,  uncndcd  In  1K7H  and  IHSl. 
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or  storee  in  the  poseessioii  of  partiee  other  than  the  imdertabei'.  In  case  of  baild- 
ingB  or  stores  of  combtutible  material  erected  or  located  before  the  road  was 
projected,  apecia!  contracts  are  neceBsary,  Bnildines  or  storea  may  be  placed 
within  thiH  legal  limit  when  they  do  not  endanger  the  lives  or  property  of  third 
parties,  and  when  neither  the  undertaker  nor  the  builder  refuses  to  enter  npon  the 
necessary  agreement.  For  secondary  railways  the  limit  is  25  meters,  and  the  cor- 
responding extension  when  the  track  lies  on  an  embankment. 

Different  regulations  exist  in  relation  to  forests,  tarf ,  and  grain.  In  all  Gov- 
ernment forests  a  broken  surface  of  from  2  to  4  rods  in  width,  depending  npon  the 
elevation  of  the  track,  is  continnaJly  kept  clear  of  leaves,  grass,  etc.  Jreqneutly 
these  strips  are  cnltivated  by  people  connected  with  the  railway  on  payment  of 
rent  to  the  nndertaker.  In  the  State  forests  of  upper  Silesia,  where  there  is 
lanch  needle  wood,  in  addition  to  this  safety  strip,  a  ditch  2  feet  wide  in  the  bot- 
tom and  6  feet  at  the  top  is  dug  at  a  distance  of  10  rods  from  the  track.  All 
biTinclies  and  twigs  overhanging  snch  ditches  are  kept  trimmed,  and  the  land  sur- 
face between  the  ditch  and  the  safety  strip  is  kept  broken.  However,  such  a  wide 
atrip  is  not  necessary  in  all  places.  The  erection  of  any  fireplace  within  75  meters 
of  any  part  of  a  forest  of  more  than  100  hectares  is  forbidden.  The  undertaker 
and  tlie  proprietors  of  adjacent  lands  (when  these  are  not  public)  uBually  find  it 
to  their  inteiestH  to  come  to  an  agreement  on  these  matters  at  the  time  the  expro- 
priation is  executed.  It  is  customary  for  the  State  (when  the  State  is  the  under- 
taker) to  purchase  with  the  right  of  way  such  a  safety  strip  and  to  rent  it  to 
employees.  The  State  also  employs,  whenever  necessary,  "  Brand werther,"  who 
follow  limited  trains  through  their  circuit,  and  sometimes  also  ordinary  trains. 

Influence  of  private  intereata  in  lailway  conatructdon. — Paragraph  14  of  the 
law  of  1838  makes  it  the  duty  of  the  undertaker  to  build  and  maintain  all  cross- 
ings, drains,  roads,  fences,  etc.,  which  the  Government  may  deem  neceasary,  to 
insure  the  owners  of  adjacent  property  against  dangers  and  disadvantages  in  the 
use  of  their  property.  Paragraph  14  of  the  eipropriation  law  of  18T4  relates  to 
the  same  subject.  In  1H80  the  minister  of  public  works,  pursuant  to  the  decision 
of  the  BundesratJi,  issued  a  rescript  in  which  these  paragraphs  of  the  law  were 
construed  to  include  also  all  changes  which,  from  time  to  time,  mast  be  made  in 
order  to  protect  private  property.  There  exist  also  legal  norms,  by  which  the 
amounts  to  be  paid  to  owners  of  damaged  property  are  determined.  It  may  be 
noted  that  even  during  the  period  of  pnvate  raiiwaya,  from  the  beginning  of  the 
railway  era  in  Germany,  the  undertaker  has  been  held  responsible  for  injury  to 
private  property  to  the  extent  to  which  the  Government  deemed  it  just. 

A  Prussian  law  of  1885,  supplementary  to  paragraph  20  of  the  law  of  1838,  gives 
specific  instruction  about  the  relation  of  raUwaye  to  mines.  A  ministerial  rescript 
of  Hay  2,  1887,  makes  it  incumbent  on  railway  undertakers  to  consnlt  the  interests 
of  mining  properties.  The  law  of  1865  prescribed  only  the  relations  between  tjie 
operator  of  the  mine  and  the  operator  of  the  railway.  Under  this  law  a  mine 
owner  could  not  prevent  the  building  of  a  railway,  nor  was  he  entitled  to  com- 
pensation for  any  ont  direct  damages.  Losses  which  he  might  sustain  after  the 
railway  charter  nadlveen  granted  had  to  be  borne  by  him  alone.  Gleim  says  that 
if  no  Bi)ecial  legislation  ('■Bergwerkrecht")  bad  been  enacted  during  earlier  years 
(18&5  and  following)  it  is  doubtful  whether  the  subject  of  mines  would  have  be«n 
taken  out  of  general  statutes  governing  private  propert^y. 

Claeaiflcation  of  PruSBian  railways. — The  law  of  1838  recognized  only  d 
classes,  primary  and  secondary  railways.  Objectively  considered,  these  did  not 
differ  in  any  essentials;  but  in  the  manner  of  their  operation  differences  existed 
which  found  expression  in  the  law.  Secondary  roads  were  governed  by  less 
onerous  restrictions  with  respect  to  mails,  transportation  of  troops,  munitions  of 
war,  speed,  the  iwrcentage  or  brakes  to  aides,  and  similar  matters.  In  1893  tlie 
so-called  local  railway  law  was  enacted,  which  recognized  additional  classes, 
making  in  all  5  classes  of  railways.  Of  these  Q,  two  are  unimportant  for  present 
purposes  because  they  include  isolated  private  roads  and  so-called  "  Pnvatan- 
BchmsHbahnen,"  the  latter  bejni?  defined  m  a  negative  way  in  the  law  of  1892,  as 
railways  which  do  not  serve  public  traffic,  but  the  tracks  of  which  are  connected 
with  local  railways  or  with  railways  subject  to  the  law  of  1838,  in  sucb  a  manner 
as  to  enable  rolling  stock  to  pass  over  from  one  track  to  another.  Local  railways 
had,of  course,  existed  before  1802,  but  not  until  that  time  did  they  exist  in  the  eyes 
of  the  law.  Local  railways  in  the  l«chiiical  sense  are  railways  which  are  chiefly 
intercommunal,  and  not  local  in  the  larger  sense  in  which  secondary  railways  of 
thelawof  1838  were  considered  local.  Whether  or  not  a  railway  falls  within  the 
jurisdiction  of  the  law  of  18S8  or  of  that  of  1893  depends  upon  a  decision  of  the 
minist«T  of  state.  The  construction  of  local  railways  requires  the  approval  of 
various  authorities  designated  by  the  minister  of  pnblic  works.  These  authori- 
ties differ  as  the  road  lies  within  one  parish,  circuit,  or  province,  or  as  it  lieu 
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dtbin  2  or  more  of  these.  The  ez&mination  which  most  precede  the  ^rantinf;  of 
I  local  railway  chartei'  ia  confined  to  the  natnro  of  the  road  and  the  rolling  etouk 

0  he  employed,  with  Hpecial  reference  to  their  safety  and  to  their  inflaence  upon 
'rirate  property.  In  addition,  the  technical  nature  of  the  undertaking  in  exam- 
nvi  and  the  qualifications  of  the  persona  to  be  employed,  as  well  as  other  public 
uteri^etH,  duly  considered.  Thia  eianiination  ia  granted  only  on  application 
icompanied  by  a  plan.  The  nature  of  this  plan  is  not  prescribed  aa  under 
he  law  of  1838,  and  is  left  entirely  to  the  incorporator  or  incorporators  as  in 
iinis  of  any  other  purely  private  enterprise.  In  case  of  applications  for  the  con- 
tniction  of  locai  railways,  one  of  the  chief  (jnestiona  is  not  "Does  this  plan 
oiitiiiu  everything  required  by  the  law?"  as  m  case  of  ijrimary  or  secondary 
iHuls,  but  "Does  the  plan  contain  anything  which  is  not  in  harmony  with  the 
roviitions  of  the  local  railway  law?  "  The  incorporator  of  a  local  railway  is  thus 
lade  to  stand  upon  the  same  legal  basia  that  any  other  private  operator  stauda. 
"he  law  reserves  certain  rights  to  the  iMst-office  department,  and  where  hiehwaya 
re  crossed  or  fortifications  aSected  the  incnrp<K'ator  muat  make  aatiMactory 
rrangements  with  the  respective  attthorilies.  The  same  rule  applies  to  parishes 
r  other  political  units  when  they  engage  in  the  conatmction  and  operation  of 
)C8l  railways.  Although  a  local  railway  is  looked  upon  by  the  law  aa  a.  purely 
rivate  enterprise,  no  such  railway  can  be  built  until  after  the  plan  has  been 
shibited  in  specified  public  places  for  at  least  two  weeks.  The  time  and  place 
f  Knch  an  exhibition  of  plans  for  the  inspection  of  the  public  must  be  advertised 

1  accordance  with  the  customary  manner  of  making  announcementa  in  that 
M^ality.  Any  peraon  may  raise  objectiona,  either  in  writius  or  verbally,  against 
le  project,  and  a  time  must  be  set  for  the  hearing  of  the  interested  parties.  Thia 
caring  muat  be  given  in  the  presence  of  competent  persons.  On  the  adoption  of 
■le  plan,  the  undertaker  becomes  personally  responsible  for  ita  succeaaful  eiecu- 
on.  For  the  first  2  years  the  !iK;al  railway  incorporator  or  company  has  full 
ower  over  ratea  withm  the  limits  established  by  the  charter,  but  after  tnat  ])priod 
lu  proper  authorities  may,  "  with  due  consideration  for  tho  financial  condition 
f  the  road,"  establish  a  maximum  tariff  rate.  If  at  any  time,  in  the  opinion  of 
Ki  miniater  of  state,  a  local  railway  attains  auch  a  degree  of  importance  in  the 
ablic  traf&c  that  it  may  be  regarded  as  a  part  of  the  general  network  of  railways, 
le  State  may,  on  payment  of  the  full  value  of  the  road  and  after  1  year's  notice, 
icorporate  the  local  railway  in  the  system  of  State  railways.  The  law  of  HJB3 
ruit'iibea  rulea  for  the  determination  of  a  fair  price. 

Time-tables  and  train  service. — All  time-tables  of  German  railways  are  pub- 
^hcd  by  the  adminiatration  in  what  is  called  a  coarse  book  (Kursbnch) .  The 
uiill  time-tables,  to  which  Americana  are  accustomed,  are  rarely  or  not  at  all 
'I'll  there,  except  in  case  of  special  trains.  In  the  adoption  of  time-tables  local 
'^iiita  are  considered.  Blanka,  npon  which  the  wiahes  of  the  respective  localities 
I'll  to  be  made  known,  are  sent  oat  to  the  various  stations.  Then,  paying  daecon- 
di'ration  to  these  reports,  through  trains  are  first  decided  upon.  Then  the  ordi- 
iiry  paHsenger  trains  are  flied,  in  the  determination  of  which  school  time,  market 
lid  factory  hours,  theaters,  etc.,  ore  drawn  into  consideration.     Connections 

itwi'en  primary  and  secondary  railways  are  to  be  so  arranged  as  not  to  require 
i^ht  trains  on  the  latter  class.  The  introduction  of  night  service  on  secondary 
tilways  depends  upon  the  minister  of  public  works,  and  the  decisive  point  in  the 
luiation  ia  the  income  of  the  road  per  train  kilometer,  It  is  permitted  to  run  sec- 
■iilary  trains  over  tracks  of  primary  roads,  bnt  only  alternatively,  and  in  cases 
liei'o  the  building  of  additional  track  can  thua  be  Kaved.  To  illustrate:  AandB 
:e  important  cities  connected  by  a  primary  road.  C  is  a  small  city  lying  off  the 
lain  line,  midway  between  A  and  B.  Instead  of  building  a  road  from  A  to  C, 
iiins  may  be  run  from  A  to  (say)  X  on  the  main  line, from  which  a  track  is  built 
I  O.  The  route  CX  is  clearly  a  secondaiy  road,  but  its  trains  may  run  over  the 
■;ick  AX  or  XB,  according  to  regulations  governing  all  other  trains  of  secondary 
Kills.  It  is  also  permitted  to  mn  certain  trains  over  primary  roads,  even  though 
ley  do  not  answer  all  the  requirementa  of  regular  primary  railway  trains. 
-  Tiling  to  the  manner  in  which  trains  are  operated,  they  are  classed  as  trains 

,..■- ■ .  ..r.  .-,..,..  „     ,  .     ■naforthenobility,  theater,  and  pleas- 

1  by  snecial  time  tables  and  instrui 


ipplyingregiilar  wants {Bedarfsazfige) .  trains  for  the  nobility,  theater,  and  pies 
fii  trains.  The  8  last  classes  are  governed  by  snecial  time  tables  and  instru . 
The  first  class  of  trains  is  divided  into  the  following  eubclasses:   Fast, 


issenger,  goods  (local),  mixed,  work,  and  laborers'  trains.  The  several  n 
ilHciently  indicate  their  character.  MOitary  trains  are  a  heavy  strain  n^on  the 
tilways  during  maneuvers.  May  1st  and  October  Ist  are  the  days  on  winch  the 
'gtUar  time  tables  ^o  into  effect,  and  all  reqnesta  or  changes  must  be  submitted 
I  thoproperauthontiesatlea8t4wceksbeforethedateon  which  the  table  is  to  go 
ito  effect.  Then  there  are  special  tables  for  employees.  These  contain  diatancee 
id  Htatiooa,  time  of  arrival,  length  of  stops,  time  of  departare,  time  it  taikee 
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to  make  the  ma  from  one  HtHtion  to  iinnther,  croesings  and  junctiona,  manmnm 
and  minimum  speed.  The  dietanceB  given  are  not  real,  but  virtual  distances.  It 
ia  evident  that  grades  and  curves  diminish  the  speed  of  trains.  This  might  bo 
adjusted  in  time-tables  by  allowing  more  time;  bat  it  is  customary  to  add  sach  a 
number  of  kilomelera  to  the  real  distance  as  the  train  could  traverse  under  nomial 
coDditions  during  the  time  which  Ih  lost  through  curves  or  grades.  This  sum  is 
known  as  the  virtual  distance,  and  is  the  distance  given  in  time-tablea.  All  paseen' 
ger  trains  must  contain  at  least  2  (first  and  second)  classes  of  coaches.  Whetheror 
not  third  and  fourth  class  coaches  must  be  run  depends  upon  circumstances.  In 
South  Germany  the  fast  trains  frequently  run  only  first  and  second  class  coaches, 
while  in  North  Germany  tliey  add  tlurd  class  also.  The  so-called  Personenziige 
always  carry  ftmt,  second,  and  third  class  passengers,  and  usually  fonrth  as  well, 
while  fast  trains  do  not  carry  fourth  class.  (Note. — Fast  trains  correspond  to  the 
American  limited  trains,  and  the  passenger  train,  Pereouenznge,  to  the  ordinary 
American  local  passenger  trains . )  The  heating  and  lighting  of  trains,  their  speed 
and  manner  of  running,  train  police  reglemente.  kinds  of  coaches  and  manner  of 
foiining  trains,  railroad  clearing  houses,  and  international  train  service,  etc.,  are 
all  treated  in  Prussian  regulations. 

How  toiifi^  are  fixed.— The  great  variety  and  number  of  conveyances  under- 
taken by  a  railway  makes  it  impossible  to  enter  into  a  special  contract  with  eatji 
individual  applying  for  railway  service.  But  even  if  this  were  possible,  con- 
sidering the  public  nature  of  transportation  and  the  many  pnbUc,  as  well  as  pri- 
vat«,  interest.^  involved,  legislatures  have  regarded  it  prejudicial  to  these  interesbs 
to  leave  the  adjustment  of  rates  entirely  in  the  hands  of  the  undertakers  and 
entirely  removed  from  public  inspection  and  influence.  Experience  has  shown 
that  it  is  the  tendency  of  undertakers,  not  under  direct  control  of  disinterested 
authorities  in  whose  power  lies  the  "promotion  of  the  general  welfare,"  to  yi^d 
to  other  great  private  interests  and  charge  different  rates  for  the  transpoi^tion 
of  the  same  quantity  of  goods  when  shipped  by  persons  who  stand  in  varying 
degrees  of  favor.  The  cautious  Qei-man  lawmakers  had  early  surmised  the  evils 
of  discrimination  in  rates,  and  the  law  of  November  B,  1838,  as  well  as  the  Fed- 
eral Conatitntion,  reserved  to  the  Government  all  powers  necessary  for  its  pre- 
vention. Special  reference  is  here  made  to  articles  4,  45.  and  46  of  the  Federal 
Constitution  quoted  above.  They  indicate  in  a  general  way  the  power  of  the 
National  Government  over  all  railways  in  the  Emuire.  Paragrapns  26  to  40  of 
the  Prussian  law  of  1H3S  deal  with  the  power  of  the  Stat«  over  rat^.  The  essen- 
tia featnre  of  these  provisions,  as  modified  by  supplementary  legislation  and 
ministerial  rescrii>tH.  as  well  as  the  provisions  of  the  law  of  1892  on  the  same 
snbjcct.  are  indiciited  below. 

The  State,  acting  through  the  minister  of  public  works,  has  the  right,  after  the 
expiration  of  3  years  from  the  January  Ist  next  following  the  opening  of  a  rail- 
way, to  approve  (1)  all  tarifE  schedules  (the  8-year  limit  is  practically  void 
becanse  of  the  reservations  the  State  makes  in  granting  charters) ;  (S)  any  pro- 
posed lowering,  raising,  or  other  changes  in  existing  rates;  (3)  the  establisfiment 
of  freight  tarifF  stthedules,  tariff  inntrnctions  and  regulations,  exceptional  (spe- 
cial) and  differential  ratfs.  The  degree  in  which  the  State  has  made  use  of  theae 
rights  has  varied  with  conditions.  This  applies  only  to  primary  railways.  Sec- 
ondary roads  iniiy,  during  the  first  8  years  of  their  existence,  raise  or  lower  rates 
at  will,  providc<l  they  do  not  go  above  a  certain  maximum,  prescribed  by  the 
minister  of  public  works  for  that  period  of  time,  and  that  their  rates  do  not  con- 
flict with  geuei'iU  tariff  principles  enforced  on  State  lines.  Before  the  passage  of 
the  law  of  July  98,  lij«2.  railways  of  purely  local  significance  enjoyed  special 
privileges  which  are  now  defined  for  all  classes  of  local  roads.  It  must  be  recalled 
that  prior  to  1883  the  iaw  recognized  only  piimary  and  secondary  (Hanptr  und 
Nebenbahnen)  roads,  and  that  ttiese  local  roads  (using  local  in  the  narrow  sense) 
had  no  well-defined  legal  position.  The  law  of  1892  makes  the  following  provi- 
sions concerning  rates  on  local  railways;  "That  authority  upon  whicn  the 
approval  of  the  project  devolves  in  required  to.  make  an  agreement  with  the 
undertaker  as  tJ>  time-tables  and  rates;  and  the  periods  of  time  in  which  such 
u^eements  shall  be  subjected  to  revlHion,  provided  that  the  undertaker  may  be 
allowed  to  establish  his  own  rates  during  the  first  5  years,  and  that  thereafter  the 
State  Hhatl  only  fix  maximum  rates,  in  doing  which  due  consideration  shall  be 

gven  to  the  financial  interests  of  the  road."  The  law  gives  the  State  this  privi- 
^e,  but  does  not  make  it  a  duty,  and  it  is  the  policy  of  theSiate  not  to  interfM« 
with  any  arrangements  the  undertaker  may  see  fit  to  make,  provided  be  doee  not 
discriminate  and  dooN  not  do  anything  contrary  to  public  interests.  The  law 
simply  reserves  ta  the  State  the  nght  to  act  in  behalf  of  the  public.  What  PmB- 
sia  reserved  for  herself  in  her  laws,  t^  Federal  Government  reserved  to  itself  in 


the  Confltitntion.  The  latt«r  also  haa  the  right  to  interfere  iu  behalf  of  the  tren- 
eral  welfare,  even  if  the  several  States  had  not  reserved  that  rit^ht;  and  it  is  pos- 
sible, too,  that  circnniBtaaces  may  arise  in  which  the  Federal  authorities  mnst 
overrule  the  State.  Aa  to  military  rates,  the  Constitution  ffiveH  the  Government 
the  ri^ht  tA  fix  them  (reduced  at  a  uniform  rate) ,  but  ue);lectH  to  designate  a  par- 
tioniar  authority.  The  '■  ReichsgeHetz  uber  die  NaturalleiBtunffen  fur  die  Ixiwaff- 
nete  Macht  iin  Frieden,"  of  February  13,  iM75,  vests  the  power  of  fixing  and 
revising  military  rates  in  timet<  of  i>eace  exclusively  in  the  Bundesrath.  Tiie 
Bundesrath  has  the  same  imwer  in  &ung  and  i'e\'ising  rates  in  tiutee  of  war.  In 
neither  case  is  a  hearing  of  the  andertakers  mandatory.  Next,  the  relation  of 
railways  toward  the  post-ofiiue  department  may  be  mentiime<l.  The  railway- 
niail  law  now  in  force  was  pasaed  on  January  1,  1!JTU.  and  consetinently  ajiplies 
only  to  primary  and  secondary  roads.  But  it  was  found  neceBsary  to  exempt 
secondary  roads  from  the  provisions  of  this  law  and  subordinate  them  to  R))ecial 
legislation  (May  34,  1879}.  The  poHt-ofGce  department  luay  cause  the  iirimary 
roads  to  meet  the  following  conditions;  ( I )  To  transmit  free  of  charge  all  letters, 
newspapers,  money — including  uncoined  gold  or  silver,  jewels,  and  precious 
stones  without  regard  to  weight — and  all  otner  mail  packages  weighing  10  kilo- 
grams and  less.  Also  all  railway-maU  employees,  gomg  and  i-etuming.  These 
provisions  are  limited  only  in  case  more  than  1  car  on  every  scheduled  train  is 
required  for  the  transportation  of  the  mail,  in  which  case  a  nominal  sum  is  paid 
by  the  post-office  department  to  the  railway  undertaker,  private  or  State.     The 


ost-ofBce  authorities  are  required  also  to  send  early  notices  of  probable  demands 
)r  additional  cars.  This  is  especially  important  during  holiday  seasons.  The 
duties  of  undertakers  of  secondary  and  of  local  railways  are  legally  defined,  that 


of  the  former  in  the  regulations  of  1879  and  of  the  latter  in  the  law  of  jnly  BS, 
lUUS.  Because  of  the  numerous  conditions  influencing  the  fixing  of  rates  on  these 
railways  the  scheduler  are  much  longer  and  involved  than  those  of  primary  roads. 
Similar  regulations  have  been  made  concerning  telegraph  and  custom-house  ofS- 
cials  in  their  relation  to  the  railways. 

Publloity  of  rates. — All  raUwavs — State  or  private,  primary  or  seconilary,  or 
local — are  required  to  publish  tneir  rates  under  the  supervision  of  the  same 
authorities  which  fix  them.  Snch  publication  is  required  of  all  tariffs — passenger, 
freight,  local,  through  rates,  incidental  fees,  etc.— together  with  the  rules  and 
regulations  governing  their  application  and  all  changes  that  have  been  made  in 
theui.  Tariff  rates  of  all  Stat«  roadf  are  published  in  the  Staats-und  Keiclisan- 
zeiger,  the  official  paper  of  the  Government.  However,  no  definite  rules  exist  as 
to  the  i>articular  form  or  iilace  of  publication.  As  a  rule,  all  the  important  papers 
of  the  towns  interested  publish  them;  and,  of  course,  they  are  required  to  be 
posted  in  all  station  houses  and  railway  ofBces.  Every  advance  in  rates  must 
be  published,  together  with  the  old  rat«s,  at  least  six  weeks  before  the  same  shall 
take  effect.  The  instructions  of  the  minister  of  public  works  for  the  practical 
application  of  the  law  of  July  2a.  1802,  declare  that  local  railways  shall  he  reiiuired 
to  publish  their  rates  in  a  local  paper  tu  be  designated  in  the  charter. 

Financial  obligationB.— r/ie  capilal  stock.— tii^ction  1  of  the  law  of  18\!»  jiro- 
viden  that  the  sums  of  money  required  for  the  original  investment  (Anlagekapital) 
must  be  raised  through  the  sale  of  stock.  The  amount  of  stock  is  fixe<l  in  the 
charter.  Section  2  provides  that  no  stock  shall  he  issued  until  its  full  face  value 
has  been  actually  paid  in.  Pai-tial  pajiuents  are  simply  receipted.  Every  signer 
of  Bto<'k  is  responsible  for  40  per  cent  of  its  face  value,  even  though  he  shuold 
transfer  his  stock  to  a  third  piuly.  For  the  emission  of  additional  stoi'k  and  for 
the  taking  of  loans,  in  which  purchases  on  credit  shall  not  be  included,  the 
approval  of  the  minister  of  public  works  must  first  be  obtained  and  a  sinking 
fund  established.    Ministerial  consent  is  also  nece.isary  fur  contracting  floating 
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the  rood.  All  aume  paid  into  the  renewal  and  reserve  fnnda  are  to  be  considered 
part  of  the  running  eipensea.  The  reserve  fund  haa  its  origin  in  provieioni)  of 
sectioRB  2d,  33,  aud38  of  the  law  of  1838,  and  ia  usually  erpresslj  provided  for  in 
the  by-laws  and  charter  of  the  company.  The  renewal  fund  waa  created  later, 
but  by  reBfripts  of  1857  and  1858  it  applies  to  all  roads  irrespective  of  thetimednr- 
ing  which  they  were  built.  It  is  ke])t  distinct  from  the  reserve  fund;  and,  in  ease 
earnings  are  insufficient  to  meet  the  regular  demands  of  both,  the  available  earn- 
ings go  to  the  former.  The  size  of  the  renewal  fund  and  its  rate  of  increatie 
d^iendsmuch  npon  the  character  of  the  road,  and  is  determined  for  each  sepa- 
rately. The  general  nature  of  these  funds  beiuK  that  of  insurance,  their  accumu- 
lation becomes  unnecessary  in  case  of  State  roads ;  nor  do  the  legal  restrictions  on 
the  issue  of  stock  apply  to  the  latter.  The  various  provisions  for  the  distribution 
of  dividends  have  in  common  the  requirement  that  certain  maximum  portions  of 
the  gross  earnings  may  he  distributed  as  net  profits.  Such  distribution  is  not 
obligatory.    Paragraph  Si  of  the  law  of  1838  establishes  normal  formnlte  for  com- 

f luting  gains  and  for  ^thering  necessary  statistics.  The  most  important  legis- 
ation  on  the  appropriation  of  earnings  still  in  force  is  the  ''  Geaetz,  betreffend 
die  Verwendung  der  Jahresttberschflsse  der  Verwaltung  der  Eisenbahnangele- 
genheiten "  of  March  27,  1883.  It  [W'Ovides  that  the  annua!  surplas  shall  be 
expended  for  the  following  purposes  in  the  order  ^ven:  (1)  To  pay  the  interest 
on  the  State  railway  debt;  (3)  to  meet  certain  deficits  in  the  State  budget  which 
would  otherwise  have  to  he  met  with  loans,  not  to  exceed  2,3UO,000  M  annually; 
(3)  to  pay  off  the  bonded  indebtedness. 

Taxation.— Law!  of  November  S.  ISSS.— By  section  38  of  the  law  of  November  8, 
1838.  railways  are  under  obligation  to  pay  taxes  in  proportion  to  the  total  capital 
stock,  less  the  expense  of  maintenance  and  operation  and  the  annual  contribution 
to  the  reserve  fund.  Railways  are  exempted  from  the  tax  on  industries  (Gower- 
bestener).  The  succeeding  paragraph  provides  that  this  tax  shall  be  paid  into 
the  State  treasury  as  a  compensation  for  expenses  incurred  by  the  Government  on 
account  of  the  roads  and  for  the  amortization  of  the  original  stock.  After  such 
amortization,  the  nnderUiker  may  l)e  bound  to  arrangements  of  such  a  nature 
that  the  receipts  (  "Ertragder  BahngeJder")  shall  not  exceed  the  coat  of  manag- 
ing and  operating  the  road.  These  provisions  of  the  fundamental  railway  law 
were  followed  by  important  supplementary  legislation. 

Law  of  May  SO.  1S5S. — This  law  has  reference  only  to  railways  owned  by  stock 
companies.  Under  its  provisions  the  first  tax  was  levied  in  1864  on  the  net  pro- 
ceeds of  the  year  1853.  The  taxable  net  proceeds  are  defined  as  that  snm  which 
remains  for  distribution  on  the  capital  stock  after  deducting  from  the  gross  receipts 
the  cost  of  administration .  maintenance,  and  oi>eratian,  the  necessary  contribution 
to  the  reserve  fund,  and  the  sums  required  for  the  payment  of  interest  and  loans. 
Capital,  on  which  afixedrateof  interest  is  paid  without  being  en  titled  to  dividends, 
even  if  raised  by  means  of  preferred  stock,  shall  not  be  included  in  the  capital 
stock,  but  it  shall  be  considered  equivalent  to  loans.  The  rate  of  taxation  is  fixed 
at  one-fortieth  of  the  net  proceeds,  not  exceeding  4  per  cent  of  the  capital  stock. 
For  net  proceeds  exceeding  4  per  cent  of  the  capital  stock  the  following  shall 
beprovided: 

From  4  to  (inclusive)  5  per  cent,  one-twentieth;  from  G  to  (inclusive)  6i>ercent, 
one-tenth:  from  6  per  cent  and  over,  two-tenths;  in  addition  to  the  one-fortietji 
on  all  net  proceeds  up  to  4  per  cent.  To  illustrate;  Take  capital  stock  to  the 
amount  of  $10,000,  the  net  proceeds  of  which  equal  the  sums  given  in  Column  I, 
then  the  amount  of  the  tax  equals  the  sums  is  Column  II,  and  the  sums  remain- 
ing for  distribution  among  the  stockholdersa  are  given  in  Column  III. 
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. .  »  of  the  amount  paid  to  tlie  GioTermnent.    All  railwaye  upon  which  the 

8tftt«  guaranteed  interest  are  eiempt  from  taxation  dnring  yearH  in  which  the 
State  advancedmoneybyvirtne  of  such  agreement.  All  moneyarealizedthrongh 
ihe  collettion  of  these  taxes  ehall  be  employed  by  the  State  in  purchasing  railway 
stock,  and  all  interest  and  dividends  accming  to  stock  thns  pnTchaned  shall  he 
need  for  the  same  pnTpose;  nor  shall  any  such  (purchased)  slock  be  again  put 
npoii  the  market.  The  provimons  of  this  law  are  general  except  as  modified  by 
special  contracts  with  the  State. 

Law  of  May  31,  W5,i.— This  law  repeals  the  provisions  of  sections  38  and  40  of 
the  law  of  1838  and  section  6  of  the  law  of  1853  bo  far  as  they  prescribe  the  utili- 
zation of  the  funds  raised  by  taxation.  It  orders  all  receipts  of  such  taxes  hence- 
forth to  flow  into  the  general  State  treasniy,  and  sonsequently  it  dissolves  the 
amortization  fund, 

Lait  of  March  111.  1867. — The  law  of  1853  applied  directly  to  railways  owned  by 
stock  companies.  The  law  of  1867  applies  to  all  railways  "  not  in  the  posaession 
of  the  State  or  of  domestic  railway  stock  companies,"  It  provides  that  the  iws- 
Hessors  shall  be  responsible  for  the  payment  of  the  tax.  The  rate  of  taxation  is 
identical  with  that  given  in  the  law  of  1853.bntit  defines  the  taxable  net  proceeds 
differently.  It  dedncte  from  the  ^oss  receipts  the  coat  of  operating,  maintaining, 
and  mana^ng  the  road,  contributions  to  the  reeerve  and  renewal  f  undu,  but  makes 
no  allowance  for  sums  disbursed  out  of  the  reserve  fnnd.  It  states  expressly  that 
tiiese  sums  shall  be  deducted  from  the  gross  receipts,  whUe  the  law  of  18.i;(  does 
not  say  from  what  the  sums  named  shall  be  dedncted.  The  law  of  18BT  states  that 
"the  taxable  net  proceeds  constitute  that  portion  of  the  gross  earnings  which 
rtimaiHR  after  deducting  the  expenses  of  maintenance,  operation,  and  administra- 
tion." This  latter  definition  is  law  at  present.  As  has  been  stated  before,  all 
railways  are  reqnired  to  submit  authentic  reports,  on  the  basis  of  which  the 
authorities  fix  the  taxable  proceeds  and  publish  it  in  the  Reichsanzeiger.  For 
State  railways  the  excess  of  receipts  over  expenditnres,  after  deducting  i  ]jer  cent 
interest,  is  determined  by  the  minister  of  public  works  and  likewise  published  in 
the  Reichsanzeiger.  The  law  of  1867  also  defines  original  stock  (Anlagckapital) 
as  that  sum  which  has  been  expended  usefully  in  the  construction  and  e<(nipment 
of  tbe  road,  including  rolling  stock.  Five  per  cent  interest  is  allowed  (i.  e.,  it  is 
included  in  the  Anlagekapital)  on  all  sums  esi>ended  before  the  opening  of  the 


road,  provided  no  unnecessary  delays  have  been  made.  If  railway  undertakers 
foil  to  submit  reports,  tbe  authorities  fix  tbe  amount  of  capital  stock  which  shall 
he  taken  aa  the  t^sis  of  taxation.    It  must  he  borne  in  mind  that  the  rate  of  taxa- 


tion depends  upon  what  per  cent  the  net  proceeds  are  of  the  capital  stock,  and  that 
the  larger  the  capital  stock  the  lower  the  rate  of  taxation,  other  things  being  equal. 
Money  expendea  for  renewals  and  extensions  shall  be  included  in  the  capital  stock 
only  so  far  as  these  have  been  caused  by  extraordinary  circumstances  and  have 
not  been  taken  out  of  the  reserve  and  renewal  funds.  Several  railways  in  posses- 
sion of  the  same  person  are  taxed  as  a  unit.  In  case  of  parte  of  roa^  owned  by 
foreigners,  i,  e.,  not  Prnssiana;  the  capital  represented  by  such  parts  shall  he 
determined  by  the  authorities,  if  the  same  has  not  been  fixed  in  the  charter. 

Laico/JuIyL'r,«S5{i¥bHifcomin«n(ii8(ei(eracse(a>.— This  was  an  attempt  to  regu- 
late the  parish  income  tax.  The  law  provides  that  railways  and  other  indnetries 
listed  in  Section  I  shall  pay  a  tax  to  the  parish  (Eommunalabgaben)  in  proportion 
to  the  amount  of  their  income  in  that  parish.  This  applies  alike  to  private  and 
to  State  railways.  The  tax  is  payable  in  that  parish  in  which  the  railway  has  its 
seat  of  management,  a  station,  workshops,  or  any  other  plant.  The  net  proceeds, 
as  defined  by  the  laws  of  1853  and  16S7,  shall  be  taken  as  the  basis  for  taxation  of 
private  roads.  For  State  roads,  the  excess  of  recei_pts  over  expenditures,  plus  3J 
per  cent  interest  on  tbe  capital  stock  (or  consols) .  is  to  be  used.  They  are  taxed 
as  a  unit,  and  the  total  of  the  taxable  income  is  fixed  annually  and  published  bv 
the  minister  of  public  works.  A  noticeable  feature  of  this  law  is  that  tbe  parish 
into  which  certain  railway  earnings  happen  to  flow  is  entitled  to  a  proportional 
share  of  the  total  income  of  that  place.  Thus  a  station  located  in  a  parish  which 
has  done  little  service  to  the  road  may  have  a  comparatively  large  income,  on  a 
share  of  all  of  which  it  has  a  legal  claim.  It  shonld  be  noticed  also  that  local 
railways  (section  40  of  the  law  of  July  28,  18(>S),  not  being  railways  in  the  sense 
of  the  law  of  1838,  are  not  liable  for  the  payment  of  the  tax  provided  for  in  the 
law  of  1885,    They  are  subject  to  the  tax  on  trades  (Gewerbesteuer) ,  of  June  34, 
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"  Ergitoznngasteaergeeetz," — a  tax  on,  ull  mobilla,  except  household  gooilR,  and 
iminobilia,  miniiB  tlie  debts  on  the  Huiue — and  "  KuminanalabgAbengesetz.''  The 
last  law  empowers  parishes  to  levy  diiect  aud  indirect  taies,  aud  to  exact  serv- 
ices and  paywents  in  kind  according  to  the  provisious  of  the  law.  So  far  as  it 
deals  witn  railways  it  will  be  diacnssod  here.  All  of  these  laws  went  into  effect 
April  1,  ISlMi,  with  the  exception  of  one  jirovision  about  the  distribution  of  rail- 
v/^  taxes  among  certain  classes  of  parialiee. 

The  same  aa  under  the  l&w  of  I880,  State  railways  are  considered  as  a  single 
unit  of  taxation.  Together  with  private  roads,  they  are  taxed  in  the  parishes  in 
which  there  are  stations,  Hhops,  offices,  etc.,  but  not  in  pariKhett  in  which  there 
are  only  watchmen's  huts  ana  tracks.  Stock  companies  which  receive  a  fixed 
rent  for  roads  owned  by  them,  bnt  operated  by  the  State,  are  not  considered  poa- 
soBsurs  of  the  road,  and  hence  not  subject  to  this  tax.  While  all  I'ailways  axe 
taxable  nnder  this  law,  local  raUways,  not  being  "  railways,"'  are  not  affected  by 
it.  The  taxable  income  of  State  roads  and  of  roads  operated  bj;  the  State  is  the 
excess  of  receipts  over  expenditures,  phia  3i  per  cent  of  the  invested  capital 
(Anlatfe-  beziehuogsweiae  Erwerbskapital),  according  to  official  statistics.  The 
taxable  income  thus  determined  is  to  be  fixed  and  published  annually.     The  tax- 


e  of  privat*  roads  is  determined  according  to  the  laws  of  1858  and  1867, 
qIv  that  moneys  expended  in  the  liquidation  of  debts,  and  interest  on  the  same, 
shall  be  regarded  as  expenses  under  the  law  of  1867.     The  law  of  1885  gave  par- 


ishes a  claim  on  railway  incomes  according  to  the  receipts  (net)  of  the  road  in  that 
parish.  The  law  of  1893  entitles  parishes  to  such  moneys  in  proportion  to  the 
sams  expended  for  salaries  and  waf(es  in  the  respective  parishes  on  the  basis  of  a 
3-years'  average.  In  the  compntation  only  one-half  of  the  scdaries  of  administra- 
tive officiaii  and  two-thirds  of  the  wages  of  shop  and  linemen  are  included. 

Fniasian  rail'way  administration. — The  vmter  discusBed  this  subject  in  an 
ai-ticlo  published  in  the  Annals  of  the  American  Academy  of  Political  and  Social 
Science,  for  November,  1897,  a  part  of  which  is  here  reproduced.  The  system  is 
to-day  what  it  was  then,  and  minor  changes  which  may  have  been  introduced 
since  that  time  do  not  affect  the  general  system.  Prussia  has  made  her  railways 
a  success.  Discriminations  are  unknown.  The  '-  special  rates,"  which  are  puV 
lished,  together  with  the  reaKons  for  which  they  were  established,  like  regular 
ratos,  are  open  to  everybo<ly.  During  the  fiscal  year  ending  March  80,  1900, 
Prussia  expended  nearly  $2S,000,000  in  extending  her  secondary  system,  and 
about  one-nfteenth  as  much  for  primary  roads;  and,  not  with  standiiw  this  great 
extension  of  less  profitable  lines,  her  railways  yielded  a  net  profit  of  about 
$140,000,000. 

The  Prussian  railway  administration  was  reorganized  on' April  1,  18(15.  Pre- 
vious to  that  time  there  hod  existed  two  distinct  official  bodies,  or  "  resorts," 
immediately  below  the  minister  of  public  works.  The  latter  was  then,  and  is 
now,  the  executive  head  of  the  railway  administration,  aud  the  two  bodies  subor- 
dinated to  him  were  known  as  Eisenbahndirektionenand  Eisenbahnbotriebefimf«r, 
respectively,  the  one  having  direct  chaise  of  the  operation  of  the  railways  and 
the  other  performing  purely  administranve  functions.  Of  the  Direktioiien  there 
werell.andof  the  Betrielwamter  75.  The  functions  of  both  of  these  have  now 
been  consolidated  in  the  royal  State  railway  directories,  of  which  20  have  been 
created,  with  their  seate  at  Altona,  Berlin,  Breslau,  Bromberg.  Cassel,  Cologne, 
Daiutig.  Elberfeld,  Erfurt,  Essen,  Frankfurt  a.  M.,  Halle  a.  S.,  Hannover,  Katto- 
witz,  K6nigsberg,  Uagdcburg,  Mfinster,  Posen,  St.  Johann-Saarbrficken  and 
Stettin.  Each  directory  is  composed  of  a  president,  appointed  by  the  King,  and 
the  requisite  number  of  associates,  two  of  whom,  an  Ober-Regieruugsrath  and  an 
Ober-Baurath,  mny.jn^t  as  substitutes  of  the  pi-eaident  under  the  direction  of  the 
minister.  Each  directory  has  complete  administrative  control  over  all  the  rail- 
ways within  its  limits,  although  the  sul)ordinate  civil  administrative  organs  of 
the  State,  such  as  the  Oberpritsident,  Regierungsprfisident  and  Landrath  have 
certain  jiowers  in  the  granting  of  concessions,  pobce  regulations,  etc.  The  direct- 
ory decides  all  canes  arising  out  of  the  action  of  special  aud  of  suburdinat« 
branches  of  the  administration;  and,  representing  the  central  administration.it 
may  acquire  rights  and  assume  responsioUities  in  its  behalf.  The  directories  mar 
be  characterized  as  general  administrative  organs,  one  of  whose  great  fnnctiona 
is  the  pro]>er  coordination  of  all  the  parts  of  the  railway  syHtem. 

Below  and  subordinated  to  them  are  special  administrative  organs,  upon  whom 
falls  the  duty  of  local  adaptation  and  suxiervision.  There  are  6  classes  of  these 
local  offices,  and  their  names  indicate  in  a  general  way  their  functions:  operating, 
machine,  traffic,  nhop,  telegraph,  and  building  offices  or  Inspektionen,  as  they  are 
called.  Shortly  Ix-'fore  the  new  system  went  into  operation  the  minister  of  public 
works  issued  special  business  directions  for  each  class  of  offices.    The  contentaof 
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otli  i){  tiicno  mmisterial  orders  may  be  grotrped  ander  3  htods;  (1)  the  posi- 
ioniif  thooflice  in  the  railwa;f  eervice;  (3)  its  jurisdiction  in  matters  of  business; 
.'!)  |reneral  provisions.  To  Ave  a  detailed  analyeia  of  the  functions  of  the  local 
ffictjs  ia  out  of  tie  qnestion  liere.  It  should  be  added,  however,  that  all  pbaeea 
f  thK  service,  whether  from  the  point  of  view  of  the  railways  or  of  the  public, 
re  carefully  i>rovided  for.  Thus  one  of  the  foremost  duties — "  die  vomehmBte 
jifgabe" — 01  the  local  traffic  office  is  to  maintain  a  "living  uuion"  between  the 
■lilway  administration  and  tlic  public.  For  this  puriKise  the  chief  of  the  oflSce  is 
1  ilnty  bound,  by  means  of  numerous  personal  mterviews  and  observations,  to 
iform  hfanself  concemiug  the  needs  of  the  service  in  his  district,  to  investigate 
11(1  ti)  remedy  complaints  and  evils  without  delay,  and  to  take  such  measures  as 
■ill  secure  the  most  efQcient  service.  It  is  also  one  of  his  duties  to  inform  the 
nlilic  cnnceroing  the  organization  and  administration  of  the  railways,  so  as  to 
void  idle  complaint*!.  This  single  provision  in  the  rules  governing  one  of  the 
M-iiI  offices  illustrates  the  spirit  of  tbem  all. 

Private  railways,  which  before  April  1,  1895,  had  been  supervised  by  a  special 
lilway  commission,  are  now  subject  to  the  jurisdiction  of  the  president  of  a 
iriM-tory  and  his  alternates.  This  was  another  step  toward  ((Teater  unity  in  the 
Mtera.  The  directories  upon  whom  the  suiiervision  of  the  pnvate  roads  devolves 
■e  those  at  Altona.  Berlin,  Breslau,  Cassel,  Cologne,  Elberfeld,  Erfurt,  Essen, 
rankfurt  a.  M. ,  Halle.  Hannover,  Konigabei'g,  Ma^eburg,  Mttnstcr,  St.  johann- 
iiirhrflcken  and  Stettin,  As  there  are  20  directories,  and  only  16  supervise  pri- 
ite  railroads,  it  is  evident  that  jurisdictions  for  private  roads  are  not  identical 
itb  those  of  directories.  Nor  does  each  directory  have  an  equal  number  of 
lies  of  private  or  State  roads  within  its  jurisdiction.  This  depends  largely  upon 
le  geographical  distribntion  of  the  railways  and  upon  the  intensity  of  tne  traffic. 
huM,  the  Berlin  directory  supervises  587  kilometers  of  State  roads,  while  Halle 
IS  1 1 .8W4  kilometers.  The  other  directories  lie  between  these  two  extremes.  It 
ay  Iks  added  that  on  April  1 ,  18S)5,  the  private  roads  represented  together  only 
■Jiiu  kilometers  [not  including  Anschlussbahnen,  and  71  kilometers  rented  to 
ivate parties)  against  37,060  kilometers'  of  State  roads,  of  which  10,479  kilo- 
cters  contained  two  or  more  tracks. 

All  Prussian  railways,  then,  whether  State  or  private,  are  subject  to  the  juris- 
ction  of  a  carefully  graded  administrative  system^ocal.  intermediate,  and 
iitral — each  part  of  which  is  connected  with  every  other  part  in  such  a  manner 
at,  without  interfering  with  the  ability  to  act  promptly  in  cases  of  emergency, 
L'l'y  act  not  only  finds  its  responsible  agent,  but  the  central  organ  can  also  make 
i  influence  felt  in  the  remotest  branch  of  the  system  and  at  the  same  time  not 
inscfnd  its  i-esponsibility  to  tlie  public. 

Jili'isory  cwincils  atid  other  bodies. — Whether  we  regard  the  interests  of  the 
[Iways  and  of  the  public  as  identical  or  not,  there  are  certainly  times  when  har- 
iny  between  the  two  does  not  esist.  This  may  be  due  to  the  failure  of  each  to 
ultTHtand  the  other,  or  to  some  wrongful  act  which  one  of  them  may  have  com- 
itted.  Whatever  the  cause,  if  such  circumstanceB  do  arise  any  organ  which 
n  promptly  and  prudently  remove  the  friction  performs  an  admirable  service 
the  interests  of  public  traffic.  Such  an  agent  is  found  in  Prussia  in  the  advis- 
y  councils  and  other  bodies  which  cooperate  with  the  legally  responsible  parts 

the  railway  administration.  These  councils  are  created  by  law.  and  are 
luired  to  meet  regularly  for  the  purpose  of  cooperating  with  the  State  admin- 
i-iitioQ  upon  all  the  more  important  matters  pertaining  to  the  railway  traffic, 
iccially  time-tables  and  rate  schedules. 

Die  first  Qerman  advisory  council  was  organized  in  the  federal  domain  of 
sace-Lorraine.  Through  an  impulse  given  by  the  chamber  of  commerce  of  the 
y  of  Millhausen  a  conference  between  the  representatives  of  the  chambers  of 
[iinierce  of  Alsace-Lorraine  and  the  general  imperial  railway  directory  at 
rassbiirg  was  held  at  MQlhausen  on  October  21,  1874.  Organization,  compoei- 
n.  and  functions  of  the  council  were  ap-eed  upon  during  the  first  session, 
ifrinally  its  membership  was  confined  to  we  chambers  of  commerce  of  Alsace- 
rraine,  but  later  representatives  of  the  various  agricultural  and  industrial 
dies  were  also  admitted.  All  matters  falling  within  the  domain  of  at  least  2 
:iinbers  of  commerce  could  be  brought  liefore  the  council. 
The  proceedings  of  this  conference  made  sucli  a  favorable  impresKion  upon  the 
If  ral  railway  commissioner  that  he  attempted,  although  without  immediate 
-cess,  to  induce  the  other  German  railways,  both  State  and  private,  to  assist  in 
K  movement  toward  a  closer  uniim  and  a  better  understanding  between  the 
iiiiiercial  and  railway  interests  by  instituting  eimilar  councils.    The  circi^ar 
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letter  of  the  conuniseioner,  addressed  to  the  railways  on  Jutuary  11, 1875,  is  one 
of  the  most  significant  steps  in  the  development  of  the  coancila. 

"This  arrangement,"  Bays  the  letter,  "primarily  strives  to  oatabliiih  an  intimate 
connection  between  the  places  intrasted  with  the  administration  of  the  railways 
and  the  trading  classes.  It  will  keep  the  representatives  of  the  railways  better 
informed  as  to  the  changing  needs  of  trade  and  industry  and  maintain  a  con- 
tiuned  nnderatandiug  between  them;  and,  on  the  other  hand,  it  will  impart  to 
commerce,  etc.,  a  greater  insight  into  the  peculiarities  of  the  railway  bnaineaa 
and  the  legitimate  demands  of  the  administration,  and  consequently,  by  means 
of  earnest  and  moderate  action,  it  will  react  beneficially  npon  both  sides  throngh 
an  exchange  of  views." 

This  statement  sonnds  the  keynote  of  the  whole  movement.  For  a  time  the 
railways  were  not  very  ready  to  respond,  and  the  Movement  made  little  jirogreas 
nntil  the  policy  of  the  State  to  pnrchase  private  railways  was  about  to  be  inangu- 
rated.  The  Prussian  Landtag  made  its  approval  of  the  first  bill  for  the  nation- 
alization of  railways  dejiendent  npon  certain  wirthscbaftliche  Qarantien 
(economic  guarantees)  which  it  demanded  of  the  Government. .  A  resolution 
to  this  effect  was  adopted  by  the  Landtag  in  18T9.  The  ministry  of  trade  and 
indnstry  had  already  taken  active  steps  during  the  previous  year.  In  1880  a  bill 
embodying  the  motives  of  the  resolution  of  the  Landtag  was  introduced,  and  after 
having  unaergone  various  changes  and  modifications  was  approved  and  published 
as  the  law  of  June  1 ,  1883. 

Prussia  was  thus  the  first,  and,  up  to  the  present  time  is  the  only,  conntry  in 
which  advisory  bodies  of  this  nature  were  placed  npon  a  legal  basis.  The  law  is 
entitled  Gesetz,  betreffend  die  Einsetzung  von  BezirkseisenbabnrSthe  und  eines 
Landeseisenbahnraths  flir  die  Staatsbahnverwaltnng.  As  the  name  indicates,  it 
creates  a  class  of  advisory  boards  or  councils  known  as  Bczirkseisenbahnrilthe 
{circuit  councils),  and  one  national  council,  called  Landeseisenbahnrath.  The 
national  council  is  the  advisory  boaid  of  the  central  administration,  and  the 
circuit  councils  of  the  railway  directories.  Since  the  reorganization  of  the  rail- 
way administration,  April  1,  1805,  8  circuit  councils  have  been  in  existence,  witii 
their  soatsinBromberg.Berlin,  Magdeburg,  Hannover,  Frankfort,  a.  M.,  Cologne, 
Erfurt,  and  Breslau.  It  will  be  remembered  that  tbere  are  20  directories,  so  that 
a  circuit  council  serves  as  an  advisory  board  for  more  than  one  directory.  The 
national  council  is  composed  of  40  members,  holding  office  for  8  years.  Ot  these, 
10  are  appointed  and  30  are  elected  by  the  circuit  councils  from  residents  of  the 
province  or  city,  representing  agriculture,  forestry,  manufacture,  and  trade, 
according  to  a  scheme  of  I'epresentation  published  in  a  royal  decree.  Of  the 
appointed  members,  3  are  named  by  the  minister  of  agriculture,  domains,  and 
forests;  8  by  the  minister  of  trade  and  industry;  2  by  the  minister  of  finance-, 
and  2  by  tne  minister  of  public  works.  An  equal  number  of  alternates  is 
appointed  at  the  same  time.  Direct  bureaucratic  influence  is  guarded  i^ainst 
by  the  exclusion  from  appointment  of  all  immediate  State  ofiicials.  The  elective 
members  are  distributed  among  provinces,  departments,  and  cities,  by  the  royal 
order  to  which  reference  Las  just  been  made,  and  both  members  and  altemat«» 
are  elected  by  the  circuit  councils.  The  presiding  officer  and  his  alternate  or  eub- 
etitute  are  appointed  by  the  King,  In  addition,  the  minister  of  public  works  is 
empowered  to  call  in  expert  testimony  whenever  he  may  think  it  necessary. 
Such  specialiste.  as  well  as  regular  members,  receive  for  their  services  15  marks 
(about  $3. GO)  i>er  day  and  mileage. 

The  national  council  meets  at  least  twice  annually,  and  deliberates  on  such 
matters  as  the  proposed  budget,  normal  freight  and  paesenger  rates,  classification 
of  freight,  special  and  differential  rates,  proposed  changes  in  regulations  govern- 
ing the  operation  of  railways,  and  allied  questions.  It  is  required  by  law  to  sub- 
mit ite  opinion  on  any  question  brought  before  it  by  the  minister  of  public  works; 
or,  on  the  other  hand,  it  may  recommend  to  the  minister  anything  which  it  con- 
siders conducive  to  the  utility  and  effectiveness  of  the  railway  service.  Its  pro- 
ceedings are  regularly  submitted  to  the  Landtag,  where  they  are  considered  in 
connection  with  the  budget,  thus  establishing  "  an  organic  connection  "  between 
the  national  council  and  the  parliament.  Id  this  way  the  proceedings  are  made 
accessible  te  everyone,  and  an  opportunity  is  given  to  approve  or  disapprove 
what  the  council  does,  through  parliamentary  representatives.  The  system  is 
one  of  reciprocal  qnestioning  and  answering  on  part  of  the  minister  of  pnbUo 
works,  the  national  council,  and  the  parliament. 

The  circuit  councils  are  etfually  important  and  interesting.  Since  January  1, 
18U5,  9  of  these  have  been  m  existence.  Their  membership,  which  varies  con- 
Hlderably  with  the  different  councils,  was  fixed  by  the  niiniBt«r  of  public  woiks 
in  December,  1394.    Any  subeeqaent  modifications  which  may  have  been  made 


Mag:deburg  had  only  34,  while  that  at  Cologne  had  75  memberH.  Th«  uature  of 
their  composition  can  beet  be  111tistrat«d  by  preeentiag  an  anal)[SiB  of  the  uem- 
berehipof  one  snch  council.  Tbo  conncil  of  Hannover,  compriBiuK  the  railway 
directories  of  Hannover  and  MttnBter-WeBtphalen,  seema  to  oe  a  fair  type.  In 
that  conncil  we  find  1  representative  from  each  of  the  chambers  of  commerce  of 
Bielefeld,  CleestemQnde,  Hannover,  Harburf^,  Hildeaheim,  Lnneburg,  Minden, 
Man8t«r,  Osnabrtick,  Oetfriesland  and  Papenburg,  Verden  and  Weael;  1  rep- 
resentative from  each  of  the  following  corporations  or  Bocietiea;  Society  of  Gler- 
man  Foundries  in  Bielefeld,  German  Iron  and  Steel  Industrials  in  Ruhrort, 
Craftamen'H  Union  of  the  Province  of  Hannover,  Branch  Union  of  Qennan  Mil- 
lers in  Hannover,  Union  of  Glerman  Linen  IndnatrialiHte  in  Bielefeld,  Society  [or 
Beet  Sugar  Industry  in  Berlin,  Society  for  the  Promotion  of  Common  Indnatiial 
Intereets  in  the  Rhine  Country  and  Westphalen,  in  Dftsaeldorf ,  and  the  Society  of 
Genniin  Distillers  in  Berlin;  4  representatives  from  the  Royal  Agricultural 
Society  in  Celle;  3  from  the  Provincial  Agricultural  Society  for  Weatnhaleu,  in 
Miinater ;  1  from  the  German  Dairy  Society  in  Schiaden  and  Hamburg,  the  Society 
of  Foresters  of  the.  Hartz,  the  North  German  Foresters  in  Hannover,  the  Union 
of  Forest  Owners  of  Middle  Germany  in  Bimntein,  and  from  tUe  Society  for  the 
promotion  of  MoorCulturein  the  German  Empire;  and,  lastly,  I  from  tlie  Society 
of  German  Sea  Fishers  in  Berlin.  This  one  illuatration  ia  probably  sufficient  to 
flhowthe  thoroughly  representative  character  of  the  circuit  councils.  If  a  circuit 
comprises  railways  covering  territory  of  other  German  Statea,  the  chambers  of 
commerce,  indnstaial,  and  agricultural  societies  of  such  territory  may  also  be 
represented  in  the  council.  The  minister  of  public  works  haa  power  to  admit 
other  members,  and  frequently  does  so  when  the  nature  of  the  questions  upon 
which  the  council  deliberates  makes  it  desirable.  Thus,  at  a  meeting  in  which 
the  rates  on  coal  and  coke — to  be  noted  hereafter — from  the  Rhenish  mining  dis- 
tricts to  the  seashore  were  to  be  considered,  there  were  present  an  Ober-priisident, 
accompanied  by  an  asseasor,  a   deputy  of  a  Re^emngspr&sident,  a  Landrath 

S these  three  are  civiladministrativeofBcers  presiding  over  a  province,  circnit,  and 
egirtment,  respectively) ,  a  repreaentative  of  the  Upper  Mine  Office  at  Bonn  and 
at  Dortmund,  or  the  Royal  Mine  Directory  at  Saarbrflcken,of  the  Royal  Railroad 
Directory  at  Haimover,  of  the  Dortmnnd  and  Gronau  and  Enscheder  Railroad 
Oomnany  (private),  in  addition  to  the  regular  representatives  and  voting 
memoers. 

The  circuit  conncil,  as  haa  been  indicat«d  above,  stands  in  a  relation  to  the  rail- 
way directory  similar  to  that  of  the  national  coiincil  to  the  minister.  The  law 
makes  it  mandatory  upon  the  directory  to  consult  the  circuit  council  on  all  impor- 
tant matters  concerning  the  railways  in  that  circnit.  This  applies  eajjecially  to 
time-tables  and  rate  schedules.  On  the  other  hand,  the  council  has  the  right, 
which  it  freely  exercises,  of  making  recommendations  to  the  directory.  In  case 
of  emergency  the  directory  may  act  according  to  its  own  judgment  independ- 
ently of  the  council,  but  it  is  required  to  report  all  anch  cases  to  the  standing 
committee  of  the  council  and  to  tne  council  itself.  This  provision  supplies  the 
elastic  element,  which  enables  the  raUwaya  to  meet  momentary  wants.  The 
standing  committee  of  the  council  is  an  important  body.  It  meets  regularly  some 
time  before  the  full  councU  holds  its  sessions,  and  ita  proceedings  form  the  basis 
of  the  deliberationsin  the  conncil.  The  committee  receives  petitions,  memorials, 
and  other  comnmnicationa.  The  bearers  of  these  are  invited  to  appear  before 
the  conuaittee  and  to  advocate  their  cause.  Questions  are  asked  and  answered 
on  both  sides,  and  after  all  the  questions  have  been  presented  the  committee 
votes  upon  the  petition  or  request,  usually  in  the  form  of  a  resolution  adopted 
by  majority  vote,  recommending  the  council  to  accept  or  reject  the  demands 
made  in  the  petitionfl.  The  action  of  the  committee  is  repoited  on  each  question 
by  a  member  designated  for  that  purpose  to  the  full  council  at  its  next  session. 
While  the  decision  of  the  committee  is  usually  accepted  by  the  council,  it  in  no 
way  binds  that  body.  Before  thecouncilmeets,  each  member  has  an  opportunity 
to  examine  the  arguments  presented  before  the  committee,  and  the  facts  npou 
which  its  decisions  are  based.  If  the  advocated  of  the  petitions  before  the  coun- 
cil present  new  evidence,  or  if  the  recommendationa  of  the  committee  are  shown 
to  be  nn sound,  the  council  simply  reverses  the  decision  of  the  committee.  Of  the 
nature  of  these  petitions  I  shall  speak  later. 

These  adviaory  councils  have  spread  into  Bavaria,  Saxony.  Wtirtemberg,  Hesse, 
Oldenburg,  Mecklenbnrg-Sohwerin.  Austria,  Italy,  Rnaaia,  Denmark,  Ronmauia, 
and,  in  a  much  modified  form,  into  France.  An  exantination  of  the  councils  in 
tbeee  countries  ataowa  the  same  principle  underlying  them  all— the  representation 
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of  aU  the  different  economic  intereeta  in  the  conduct  of  the  railways.  In  coinpo- 
Bition  and  orgwiization  they  are  much  alilie.  They  owe  their  eidstence;  however, 
except  is  Japan  and  Switzerland,  not  to  law,  bateimplyto  adminiBtrative  orders. 

There  are  still  other  bodies  which ,  althong-h  not  created  by  law  and  not  confined 
in  their  activity  to  Pruasia,  have  long  exerted  a  powerful  influence  throughout 
the  Empire.  Foremost  among  these  stands  the  Generalkonferene  (general  confer- 
ence). Under  its  guidance  the  modem  German  system  of  ratee,  called  Reform- 
tarif .  has  been  systematically  developed.  The  general  conference  meets  annually, 
and  discusses  matters  relating  to  tariffs,  fees,  operating  regulations,  etc.  Thus, 
at  a  recent  meeting  thoconf  erence  disposed  of  no  less  than  .W  different  items,  relat- 
ing moKtly  to  the  classification  of  goods  and  the  adjustment  of  rates,  all  of  which, 
00  in  case  of  the  idrcuit  councils,  had  been  previouely  considered  in  subordinate 
bodiea  whose  deliberations  lie  at  the  basis  of  the  proceedings  in  the  general  con- 
ference. It  is  composed  of  members  representing  all  the  German  railways,  and 
votes  are  distributed  according  to  the  number  of  miles  of  road  the  members  oach 
represent,  and  the  total  numwr  of  votes,  increasing,  of  conrse,  with  the  growth 
of  the  German  system.  At  the  meeting  referred  to,  the  total  number  of  votes 
was  D33,  of  which  SI  were  not  represented.  Of  these  51,  38  belonged  to  roads 
having  1 ,  10  to  those  having  S.  and  1  to  those  having  3  votes.  The  Prussian  State 
railways  bad  ]80  votes,  the  Bavarian  State  railways  36,  those  of  Saxony  16,  the 
State  roads  of  Alsace-Lorraine  H,  the  State  roads  of  Baden  10,  and  so  on  down, 
the  remainder  representing  the  smaller  State  and  private  railways.  These  fignree 
show  the  predominating  influence  of  Prussia  in  the  conference. 

Bodies  subordinate  to  the  general  conference  have  already  been  alluded  to. 
These  are  the  Tarif-KommiBsion  and  the  Auaschnss  der  Verkehrsinteressenten 
(tariff  commission  and  committee  of  those  interested  in  transportation).  The 
tariff  commission  is  a  standing  committee  whose  members  represent  Pmssian 
State  roads,  3  Swiss  roads,  and  1  of  the  railways  of  Mecklenburg.  It  meets  8 
dmes  a  year,  and  occupies  itself  with  petitions  and  other  communications  from 
shippers.  The  committee  of  shippers  (Verkehi'Binteressent«n)  is  composed  of 
memliers  ropreHenting  agriculture,  trade,  and  industry;  and  some  of  the  matters 
brought  before  it  are  previously  discussed  by  a  subcommittee.  Both  of  these 
bodiesoccupy  themselves  almost  exclusively  with  freight  rates  and  matters  imme- 
diately omnected  with  them.  Out  of  S3  items  brought  before  them  during  a  8- 
days'  session  in  1898,  S2  were  deliberated  upon  in  joint  session,  although  each  Dody 
voted  separately.  The  discussions  in  these  sessions  are  so  thorough  that  the 
recommendations  made  are,  in  the  great  majority  of  cases,  approved  by  the  gen- 
eral conference.  Those  conclusions  of  the  commission  which  are  adopted  in  the 
form  of  a  declaratory  statement  become  binding  upon  members  unless  protests 
are  made.  Subjects  discussed  in  the  conference  and  commiaaion  may,  and  fre- 
quently are,  brought  before  the  councils. 

Among  the  various  railway  traffic  and  rate  unions  which  might  be  mentioned 
none  have  exerted  an  influence  on  rates  at  all  comparable  to  that  which  has  been 
exercised  by  the  Society  of  Gferman  Railway  Administrations.  Founded  as  a 
Pinissian  society  in  1846,  It  became  in  quick  succession  a  national  and  an  inter- 
national organization,  embracing  the  raUways  of  (Sermany,  Austria.  Hungary, 
Roumania,  Luxemburg,  Hollancl,  Belgium,  Bosnia  and  Russian -Poland.  Both 
State  and  private  railways  are  eh^hle  to  membership.  A  series  of  8  standing 
ccimmitteea  covers  the  special  branSies  of  the  service,  and  if  extraordinaiy  ma^ 
ters  aiine  they  are  referred  to  special  committees.  Questions  ux>on  which  the 
society  is  to  act  must  be  pnblished  at  least  3  months  preceding  the  meeting.  The 
proceedings  have  long  been  published  in  an  official  paper,  and,  through  custom, 
exert  a  powerful  influence.  The  attainment  of  uniformity  in  construction  and 
other  matters  has  been  one  of  its  great  aims.  In  Europe  the  necessity  for  inter- 
national uniformity  is  much  greater  than  with  us,  and  in  the  domain  of  freight 
traffic  this  has  been  well  attained  by  means  of  an  international  treaty,  signed  at 
Berne  on  October  14,  lt^90,  by  diplomatic  agents  from  Belgium,  France,  Germany, 
Italy,  Luxemburg,  Holland,  Austria,  Hungary,  Russia,  and  Switzerland.  It  is 
officially  known  as  the  "  Convention  Internationale  enr  le  transport  de  marchan- 
dises  par  chemins  do  fer." 

The  history  of  this  international  agreement  dates  back  to  18T4,  the  same  year 
that  Mulhausen  inaugurated  the  movement  which  lead  to  the  institution  of 
advisory  councils.  In  that  year  3  Swiss  citizens,  residents  of  Bale,  directed  to 
the  governments  of  the  surrounding  States  inquiries  concerning  their  willingness 
to  enter  into  an  international  freight  treaty.  Drafts  of  such  a  treaty  were 
worked  out  in  both  Germany  and  Switeerland  and  discussed  in  a  congress  at 
Berne  in  1878.  This  congress  submitted  the  draft  of  a  treaty  to  the  oiflerent 
governments  for  examination.  Many  objections  were  raised  and  improvements 
made.    Further  conferences,  dealing  also  with  questions  of  technical  uniformity. 
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mento  among  &11  these  conntries  and  partly  by  agreemeiite  amonK  several  of 
them.  Every  3  years,  or  Booner,  if  one-fonrth  of  the  treaty'iuaking  Statee 
detoand  it,  a  general  congreee  mast  be  called  together  to  considei'  improvements 
in  the  agreement. 

Aa  ite  name  indicates,  the  Bernese  treaty  applies  only;  to  international  freight 
traffic.  Excepting  arti<jes  the  transportation  of  which  is  regular  I  v  monopolized 
by  the  post-oftices  of  the  contracting  States,  the  treaty  governs  all  shipmenta  of 
goods  from  or  through  one  of  the  States  t«  another,  ft  provides  for  uniform 
through  hills  of  lading,  prescribes  routes  for  international  traffic,  fixes  liability 
in  cases  of  delay  and  loss,  prohibits  special  contracts,  rebates,  and  reductionH, 
excejit  when  publicly  announced  and  available  to  all,  and  preacribeH  certain 
cnstom-house  regulations.  Not  the  least  important  feature  of  the  treaty  is  the 
creation  of  a  central  bureau,  organized  and  supervised  by  the  Swiss  Bundesrath, 
with  its  seat  in  Berne.    The  dutiM  of  the  bureau  are  five; 

1.  To  receive  communications  from  any  of  the  contracting  States,  and  to  tran- 
mit  them  to  the  rest  of  them. 

2.  To  compile  and  publish  information  of  importance  for  international  trafBc, 
for  which  purpose  it  may  issue  a  journal. 

3.  To  act  as  a  board  of  arbitration  on  the  application  of  the  countries  con- 
cerned. 

4.  To  perform  the  business  preliminaries  connects^  with  proposed  changes  in 
the  agreement,  and.  under  certain  circumstances,  to  suggest  tlie  meeting  of  a  new 
conference. 

-l.  To  facilitate  transactions  among  the  railways,  especially  to  look  after  those 
which  have  been  derelict  in  financid  matters.  Aft«r  notice  has  been  given  Xiy 
the  bureau,  the  State  to  which  the  railway  belongs  or  by  whose  citizens  it  is 
owned  can  either  become  responsible  for  the  debta  of  the  road  or  permit  the 
exclusion  of  the  road  from  international  trafOc. 

The  expenses  of  the  hnrean  are  met  by  contribntiooe  of  the  contracting  States 
in  proportion  to  mileage. 

The  original  agreement  provided  that  any  of  the  States  might  withdraw  at  the 
end  of  8  years,  on  giving  1  year's  notice.  No  such  notice  has  ever  been  given. 
Any  violation  of  the  treaty  can  be  punished  in  the  courts,  and  a  judgement  hav' 
ing  been  rendered  in  one  country  the  courts  of  the  others  are  bound  to  assist  in 
its  execution,  unless  the  decision  conflicts  with  their  own  laws.  But  so  far  as 
the  qnestion  of  fact  is  concerned  there  ia  no  appeal,  and  a  German  court  is 
bound  to  accept  the  findings  of  a  court  in  France.  Gonnany.  Austria,  Hungary, 
Russia,  Switzerland  and,  to  a  leas  extent,  France  have  embodied  provisions  of 
the  intemation^  code  in  their  internal  code,  thus  leading  to  unification  beyond  the 
limits  of  international  traffic.  To  what  extent  the  Bernese  treaty  may  influence 
other  phases  of  the  national  and  international  laws  of  the  States  of  central 
Europe  can  not  well  be  foreseen.  That  States  difEering  widely  in  forms  of  gov- 
ernment, geographical  position,  and  commercial  interests  have  voluntarily  made 
themselves  amenable  to  a  common  code  of  law  under  these  circumstances,  again 
impresses  one  with  the  great  jwwer  and  manv-sided  influence  of  railways  and 
the  healthy  development  of  closer  international  relations.  The  code  is  binding 
for  a  domain  embracing  nearly  8.000,000  square  miles  and  260,000,000  people. 
It  ranks  in  ini|)ortance  with  the  international  postal,  telegraph,  and  copyright 

Proceedinga  of  advisor}/  councils. — The  leading  features  of  the  Prussian  railway 
administration  relating  to  rates  have  now  been  presented.  It  remains  to  illustrate 
by  means  of  a  few  side  lights  from  the  proceedings  how  a  part  of  the  machinery 
acts.  To  convey  a  somewhat  detailed  view  of  the  workings  of  the  administrative 
organs  directly  concerned  with  the  operation  of  the  railways  would  unduly  extend 
this  paper;  besides,  it  would  bo  a  little  technical  and  not  essential  m>m  the 
economic  point  of  view.  So  we  shall  content  ourselves  with  a  brief  account  of 
some  of  the  deliberations  of  the  advisory  and  other  bodies  directly  occupied  with 
qneetiona  about  rates.  We  shall  save  time  by  first  obtaining  a  general  ideaot  the 
German  system  of  rates,  for  which  purpose  the  general  plan  of  the  6«rman 
reform  t&nS  is  here  given: 

GERMAN  TARIFF  6CHEUB. 

1.  Fast  freight  by  the  piece, 

2.  Fast  freight  by  the  carload. 
8.  Piece  goods. 

4.  Qeneral  carload  olasa  Al,  in  shipments  of  at  least  5,000  kilogramfl. 
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5.  General  oarlo&d  class  B,  in  shipmeute  of  at  least  10,000  kilograms. 

6.  Special  tariff  A3,  in  shipments  of  at  least  6,000  kilograms. 

T.  Special  tariB  I,  II,  and  in,  in  shipments  of  at  least  10.000  kilograins. 

The  rates  and  what  pertains  to  tbem  are  ofBcially  published  in  volamee  not 
tinlike  our  monthly  m^ozines.  This  tariS  scheme  was  first  introduced  in  1877, 
and  throngh  the  influence  mainly  of  the  general  conference  it  has  become  gradu- 
ally more  unified.  It  is  ohvioufi  that  the  price  of  transportation  of  goods 
becomes  less  ae  they  fall  into  a  class  faiiher  down  the  list.  The  general  carload 
classes  include  goods  of  higher  value  not  enumerated  in  any  of  the  special  tariffs, 
while  the  special  tariffs  I,  II,  and  ni  embrace  less  valnaole  goods— their  value 
falling  by  decrees— so  that,  generally  speaking — 

Special  tariff  I  includes  manufactured  goods- 
Special  tariff  n  includes  intermediate  products. 

Special  tariff  III  includes  raw  materials  and  bulky  goods  of  small  value,  such 
as  certain  waste  products  of  gas  factories,  tanneries,  paper  factories,  slanghter- 
houses,  etc. 

Special  tariff  A2  is  for  goods  belonging  to  special  tariffs  I  and  II  in  consign- 
ments below  10,000  and  above  5,000  kilograms.  Goods  belonging  to  special  tariff 
III.  but  weighing  less  than  10.000,  though  at  least  5,000  kilograms,  are  transported 
at  the  rates  of  special  tariS  II.  Then  there  are  special  rules  and  rat«fl  for  SQch 
things  as  explosives,  precious  metals,  vehicles,  timber,  fish,  bees,  meat,  carrier 
doves,  etc.  Questions  as  to  classificaldon  and  the  transference  of  goods  from  one 
class  to  another  often  arise.    Here  ie  a  typical  case: 

The  Chamber  of  Commerpe  of  Lennep,  a  Rhenish  city,  petitioned  the  general 
conference  to  transfer  manufactured  horseshoes— "raw  hoof  irons,"  the  Gtermans 
say,  but  which  will  here  be  designated  simply  as  "  horseshoes  " — from  special  tariff 
I  to  special  tariff  II.  A  prominent  business  firm  brought  the  question  before  one 
of  the  railway  directories,  and  from  there  it  was  carried  before  the  minister  of 
public  works.  The  minister  consulted  the  permanent  tariff  commission  and  the 
committee  of  shipper,  and  finally  the  question  was  brought  before  the  advisory 
councils. 

The  petitioners  asserted  that  the  manufacture  of  horseshoes  was  a  new  indnstiy 
which,  after  many  costly  experiments,  had  only  recently  gained  a  firm  foothold; 
that  the  trade  had  been  gradually  growing,  especially  with  the  East,  and  Uiat 
consignments  had  been  sent  to  Russia,  Italy,  Austria,  and  other  countries.  In 
domestic  trade  the  use  of  these  horseshoes  had  been  promoted  by  militarv  authori- 
ties and  streetMiar  companies,  because  it  lessened  cost  and  relieved  uie  black- 
smith of  much  purely  mechanical  work.  It  enabled  him  to  do  better  work  more 
cheaply  and  with  greater  uniformity.  The  charge  that  it  hindered  the  education 
of  skillful  blacksmiths  was  untrue. 

Extensive  statistical  tables  were  introduced  to  show  that  the  life  of  theindnstrr 
dependi  J  upon  the  desired  change  in  rates.  Horseshoes  were  subjected  to  the 
same  rates  its  fine  iron  and  steel  go<ids,  while  they  properly  belonged  to  interme- 
diate products  in  special  tariff  II.  Many  of  the  factories  were  unfavorably  located, 
and  it  was  one  of  the  highest  dnties  of  the  Stat«  to  promote  industrial  activity  in 
regions  which  lie  away  from  the  great  channels  of  trade,  if  it  could  be  done  with- 
out too  great  a  Kacrifice  on  part  of  the  public.  The  desired  concessions  on  part  of 
the  railroads  would  do  this.  It  was  unjust  for  the  representatives  of  the^Saion 
State  railways  to  assert,  an  they  had  done  in  the  tariff  commission,  that  the 
change  in  the  classification  of  horseshoes  would  benefit  the  Bhenish  industry 
only.  Particularistic  designs  should  not  lie  suspected  in  a  movement  which  was 
deeply  rixited  in  economic  necessities.  The  representatives  of  the  Bavarian  rail- 
ways had  considered  fiscal  reasons  only,  but  these  alone  cntald  not  be  decisive.  It 
would  not  be  businesslike  for  the  Stat«,  in  order  to  gain  a  temporary  advantage, 
to  sacrifice  the  very  source  of  this  gain.  The  railways  would  fare  worse  with 
high  rctes  and  a  stagnant  industry  than  with  lower  rates  and  a  prosperous  iudna- 
try. audit  vns  safe  to  assert  that  the  desired  change wonld, through  an  increased 
output,  ultimately  yield  a  greater  income  to  the  railways.  The  established  sys- 
tem of  rateH  wonld  not  be  prejudiced;  besides,  when  the  question  of  system  is 
balanced  against  .that  of  the  welfare  of  an  industry  the  latter  should  prevail. 
The  nationalization  of  railways  was  undertaken  not  for  fiscal,  but  for  economic 
reasons. 

These  were  the  main  features  of  the  petition.  The  petition,  together  with  the 
records  of  previous  deliberations  on  the  question,  was  brought  before  the  standing 
committee  of  one  of  the  circuit  councils,  by  which  the  arguments  were  reviewed 
and  new  evidence  introduced.  Can  theee  horseshoes  be  classed  with  r»>d  iron? 
Are  they  an  intermediate  product?     Could  not  plowsliares  and  other  ^dcles 
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nand  a  like  chaoce?    What  is  the  relation  of  the  proposed  change  to  the  com- 

ition  of  Swedirfi  iron?    la  it  true  that  the  manufacture  of  horseshoee  injares 

I  craft  of  blacksmiths?  Will  it  lead  to  a  wider  nse  of  horseshoes  and  conse- 
sntly  to  an  improvement  of  agricnltnre?  Such  were  the  questions  which  the 
nimt1«e  considered,  and  in  response  to  which  evidence  of  individuals  and  of 
ieties  was  presented  and  subjected  to  the  most  rigid  examination  by  specialists 
varions  classes.  From  the  committee  the  qnestion  went,  as  all  questions  con- 
ered  by  the  committee  do,  before  the  full  council,  by  which  the  report  of  the 
nmittee  was  reviewed  and  the  horseshoe  problem  finally  disposed  of. 

n  a  similar  manner  both  the  committee  and  council  deliberated  npon  a  petition 
the  Agricultural  Society  of  Rhenish  Pruasia  to  place  street  sweepings  in  tbe 
^-ial  claBB  with  fertilizers  and  to  rednce  rates  for  shorter  distances,  because 
i-epings  are  used  only  within  from  10  to  20  kilometers  of  the  cities.  The  sweep- 
:s,itwas  asserted,  had  considerable  valne  for  agricnltnre,  bnt  that  the  difficulty 
(lisiMBting  of  them,  had  led  some  cities,  notably  Hamburg,  to  destroy  them,  thus 
iriving  agriculture  of  a  valuable  agent.  The  composition  and  value  of  sweep- 
;a  were  examined  and  compared  with  other  fertilizers  now  available,  and  the 
>))able  effect  on  the  use  of  these  considered.  At  the  same  session  of  the  com- 
ttee  the  change  in  time-tables  for  the  summer  period  was  regularly  considered, 
'enty-eight  items  were  presented  by  the  14  different  members,  involving  the 
le  and  frequency  of  passenger  trains.  All  proiweitions  which  received  a 
gority  vote  in  the  committee  were  brought,  of  course,  before  the  fnll  cooncil, 
n  speaking  of  the  corapoeition  of  circuit  councils  reference  was  made  to  the 
.'stion  of  rates  on  coal  and  coke.  One  of  the  railway  directories  brought  before 
■  standing  committee  of  the  circuit  council  a  question  first  Hubmitted  in  a  peti- 

II  of  the  chamber  of  commerce  of  Bielefeld  and  subsequently  indorsed,  either 
part  or  entire,  by  other  organizations.  The  petition  sought  a  temporary  sus- 
ision  of  rates  applicable  to  coke  and  coal  sent  from  the  Rhenish  mining  dis- 
jts  to  the  German  seashore  and  to  foreign  countries.  The  suspension  was  to 
[lain  in  effect  until  the  prices  in  the  coal  market  should  return  to  a  normal 
el. 

n  the  consideration  of  this  question  the  railway  directory  asked  the  committee 

I  council  to  deliver  an  opinion  on  each  of  the  following  points;  (I)  Isthe  level 
prices  of  coke  and  coal  in  the  Hhenish-Westphalian  district  an  abnormal  one? 

How  must  the  prices  of  coke  and  coal  be  constituted  in  order  that  their  level 
y  be  characterized  as  normal?  (B)  Should  a  permanent  or  temporary  suspen- 
n  of  eiisting  freight  rates  on  coke  and  coal  be  recommended  in  order  to  effect  a 
luctioii  of  pricey  within  the  country?  (4)  What  markets  and  what  rates  come 
o  consideration  in  ease  of  the  temporai-y  or  permanent  suspensioii  of  the  rates 
:iuestion?  Shall  the  rates  to  foreign  countries  or  also  the  rates  to  the  seashore 
changed?  (5)  What  will  be  the  probable  effect  of  the  proposed  suspension  of 
I's  with  reference  to  the  sale  and  the  price  of  coal  and  coko  within  the  country? 
n  l)oth  the  committeeandin  the  councilthis  problem  was  thoroughly  dissected. 
turally  there  were  differences.  Abnormal  prices  were  thought  to  be  prices 
ich  include  an  element  of  profit  out  of  proportion  to  the  other  constituents  of 
ce.  On  the  one  hand,  a  profit  of  40  per  cent  was  shown  to  exist,  which,  how- 
■r,  the  experts  present  at  once  proved  to  lie  confined  to  two  speciaUy  favored 
ries.  In  compntations  to  ascertain  the  average  selling  price  ot  coal  there  was 
ifference  of  several  marks,  which  called  forth  the  most  rigid  examination  of 
'  statistics  and  other  evidence  npon  which  the  figures  were  based.  The  railway 
ihorities  showed  that  in  5  years  the  outlay  for  coal  for  locomotives  had  risen 
m  4  j  to  T  per  cent  of  their  tot^  expenses,  while  coal  was  still  rising,  and  the 
il  men  showed  that  their  cost  of  production  had  risen  because  of  advances  in 
gen  and  expenses  counected  with  insurance.  It  was  said  that  the  present  low 
I'M  for  the  Iransportation  of  coal  had  been  introduced  at  a  time  when  the  coal 
liistry  had  lain  prostrate,  and  that  now  all  other  industries  were  snfferinx  from 
!  high  price  of  coal,  and  that  this  advance  in  freight  rates  on  coal  and  coke 
uld  check  exportation  and  force  down  prices  at  home.    A  decrease  in  exporta- 

II  was  deplored  by  representatives  of  thd  German  marine.  In  conclusion,  among 
'h  tlie  advocates  and  the  opponents  of  the  change,  the  opinion  was  expressed  that 
tre  was  reason  for  rejoicing  in  the  thorough  airing  which  this  question  had 
eived;  that  it  would  lead  to  a  better  understanding  of  actual  conditions,  and 
ht  the  coal  industry  would  hereafter  be  more  inclined  to  give  due  consideration 
the  condition  of  other  Glerman  industries. 

Ve  come  now  to  the  consideration  of  a  question  which,  perhaps  even  more 
cibly  than  what  has  just  been  related,  illustrates  the  comprehensiveness  and 
r-mindedness  with  which  the  railway  anthorities  investigate  the  problems 
ich  affect  wide  economic  interests.    It  is  a  petition  snbmitted  by  the  uiniste^.  .  I,, 
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of  public  works  to  the  national  conncil  for  an  expression  of  opiniMi.  The  printed 
evidence  sent  to  the  conncil  alone  covera  about  500  folio  p^^es.  The  problem 
Bobmitted  liy  the  minister  to  the  national  conncil  waa  this:  Giving  due  consider- 
ation to  the  financial  condition  and  the  financial  intereets  of  the  State,  is  it  con- 
dncive  to  the  general  economic  interests  ot  the  conntry  ( 1 )  to  introduce  special 
reduced  rates  for  all  kinds  of  mannres  and  fertilizers,  irrespective  of  tbeir  nature, 
and,  if  no,  what  rates?  (2)  to  introduce  special  rednctiona,  and  to  what  extent, 
for  the  transportation  of  (a)  potasHinm  salts— without  discrimination  or  only 
"raw  salts '—and  phosphate;  and  (6)  lime,  in  pieces  or  powdered,  used  for  fer- 
tilization? 

This  waa  submitted  in  October,  1898,  During  March  of  that  year  the  Herren- 
haua  had  passed  a  reeolntion  requesting  the  Government  to  introduce  reduced 

r:;ial  Tate«  for  fertiiizerH,  a  numlier  of  which  were  specified  in  the  resolution, 
Htat«il  in  Hiipport  of  the  resolution,  the  necessity  for  it  lay  in  a  cheapening  of 
elementary  utilities  in  order  to  maintain  and  promote  agriculture  and  to  incre,ase 
the  receipts  of  the  railway  from  the  traflJc  with  the  interior.  The  same  resolu- 
tion had  previously  been  adopted  by  the  budget  commission  of  the  Landtag. 

In  response  to  this  re.solution  the  minister  of  public  works  sought  information 
from  the  miniater  of  agricnlture,  domains.  and.forests,  and  all  the  different  agri-  - 
cultural  experiment  stations  as  to  the  occurrence  and  production  of  natural  and 
artificial  manurpH  in  different  parts  of  the  country,  their  price  and  value  in  use, 
and  the  nature  of  their  application.  Various  eommiswions  reported  on  the  prices 
at  which  different  fertilizers  could  be  profitably  used  on  different  soils.  The  agri- 
cultural authoritiea  showed  where  and  to  what  extent  these  soils  existed,  and 
elaborate  statistics  of  the  railwaya  and  manufactnrera  told  how  much  had  actu- 
ally been  consnuied.  In  this  lay  the  vita)  issue — the  capacity  of  the  land  to 
absorb  profitably  artificial  mannres.  and  the  adaptability  of  the  farmer  to  secure 
them.  The  national  cinincil  said  that  a  simple  expression  of  its  appreciation  of 
the  great  economic  significance  of  the  use  of  both  natural  and  artinciiil  manures 
was  not  sufficient,  but  that  an  exact  and  conscientious  examination  of  the  effect 
of  existing  rates  on  the  widest  and  moat  effective  nse  of  these  wai!  necessary. 
The  deliberations  of  the  committee  of  shippers,  the  tariff  conunisaiou,  the  general 
conference,  and  the  evidence  sulnnitted  through  the  minister  of  public  work  were 
all  thoroughly  Hifted  by  the  standing  committee  of  the  national  counoU  before 
the  caae  went  l)efore  the  full  cimncil  f()r  its  final  verdict. 

Marbles,  slates,  and  ix-ncils  even  have  been  theobje<'tof  the  most  serious  delib- 
erations of  bodies  so  large  and  so  dignified  as  the  general  conference  and  the 
national  council.  A  memorial  was  addressed  to  one  of  the  railway  dtrcciories 
by  the  marbles,  alate,  and  pencil  industi-y  of  Thuringia,  praying  for  a  detariffiza- 
tion  of  these  articles.  The  memorial  gives  a  detailed  account  of  the  manufacture 
of  marbles,  alates,  and  pencils  in  Thuringia,  and  points  out  the  places  where  it 
meets  competition.  It  gives  the  cost  of  production,  output,  markets,  prices,  and 
the  rates  of  transportation.  The  coniutiona  of  the  laboring  population  are 
described,  and  the  probable  effect  of  a  change  in  rates  on  their  welfare  is  anal- 
yied.  (One  may  be  pardoned  for  turning  aside  to  state  that  the  laborers  there 
engucea  in  the  manufacture  of  slates,  although  exposed  to  the  danger  of  com- 
pletely undermining  their  health,  receive  often  no  more  than  12  cents  for  a  day's 
work  of  IM  hours.)  The  railway  directoiy  to  which  the  memorial  was  sent 
addresaed  a  letter  of  infjuirv  to  the  manufacturer  of  slates  and  pencils  in  Weat- 
phalia,  whose  business  would  be  affected  by  the  competition  of  Thuringia,  call- 
ing for  information  on  various  points  relating  to  this  industry.  Thia  reply, 
together  with  the  memorial  and  supplementary  material,  was  submitted,  through 
the  minist«r  of  public  works,  to  the  national  conncil. 

One  can  not  read  these  documents  without  being  impressed  with  the  sincere 
desire  of  the  railway  authoritiea  to  do  justice  to  all  competitors  and  at  the  same 
time  to  make  such  changes  as  will  better  the  conditions  of  people  like  these 
laborers  in  Thuringia.  Whether  or  not  the  benefits  arising  from  a  change  in 
rates  would  really  accrue  to  these  people  was  moat  carefully  considered.  The 
material  submitted  for  consideration  in  deciding  this  question,  as  in  case  of  the 
preceding  questions,  furnished  evidence  on  every  point  which  was  raised.  The 
moderation  with  which  the  petitions  are  drafted,  the  high  plane  upon  which  the 
debates  are  carried  on,  the  tnorough  conscientious  and  judicial  mindedness  with 
which  the  tirgtiments  are  balanced  in  reaching  a  decision,  all  manifest  a  tone  not 
unlike  that  of  the  decisions  of  our  best  courts  of  justice. 

Summary  and  rem  arts. —Prussia  began  with  a  general  law.  In  this  respect  her 
history  is  tne  direct  opposite  of  that  of  our  States.  Treating  thia  general  law  as 
^leue,  legislation,  royal  and  ministerial  onlcrs  and  rescripts,  and  custom  have 
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we  have  a  gronp  of  organs  wtiich  Tepreeents  railway  interests  in  particnlar  and 

whichtakes  the  railway  point  of  view.  Theministerof  public  works,  the  lailway 
diret^tories,  the  general  conference  and  tariff  commissiou,  and  the  tk>civtyof  Ger- 
man Railways  fall  intc  this  group,  although  the  two  latter  stand  in  a  measure  on 
the  border  line,  and  of  them  are  none  confined  exclusively  to  railway  interests, 
Le^jal  responsibility  is  fixed  in  the  first  two.  On  the  other  hand,  we  have  the 
national  and  circuit  cotmoils  with  their  standing  coumitteefl  and  the  committee 
of  shippers.  These  primarily  take  the  social  and  economic  point  of  view.  They 
are  not  legally  responsible  for  the  conduct  of  the  railwaj^s,  but  act  as  advieoi'y 
bodies.  Tney  represent  all  the  different  interests  of  the  nation,  and  through  them 
every  citizen  has  not  only  an  opportunity  but  a  right  to  make  his  wants  known. 

The  marble  and  slate  industry  of  Thnringen  is  relatively  insignificant,  yet  of 
vital  importance  to  the  inhabitants  of  that  section  of  the  country.  We  have 
seen  how  complete  an  examination  the  petition  of  these  people  received  at  the 
hands  of  the  highest  authorities  of  the  land.  A  fair  and  prompt  hearing  can  he 
denied  to  no  man,  rich  or  poor.  The  railways  are  made  real  servants.  All  the 
administrative,  legal,  and  advisory  bodies  are  organically  connected  with  one 
another  and  with  the  Parliament.  The  lines  may  be  drawn  taut  from  above  as 
well  as  from  below.  The  elaborate  system  of  local  ofBces  makes  the  system  dem- 
ocratic, and  the  uabinet  office  and  the  directorien  give  it  tlie  necessary  centraliza- 
tion. The  system  presents  that  nnity  which  a  great  business  re<iuires,  on  the  one 
hand;  and,  on  the  other,  that  raniificatinn  and  elasticity  which  the  diverse  and 
manifold  int^resta  of  a  great  nation  need  for  their  growth  and  exxtansion. 

In  the  fonnation  of  the  councils  the  elective  and  the  appointive  elements  are 
so  well  proportioned  that  it  is  impossible  to  "pack 'any  one  of  them.  In  this 
rtrtpect  each  body  is  a  cheek  on  the  other.  It  is  easy  to  reproach  the  system  with 
"  bureaucracy,"  on t  to  give  adequate  support  to  sncU  a  atignia  would  l>e  an 
impossible  task.  We  need  only  recall  the  analysis  of  themembeisliipof  onoof  the 
councils.  Farmers,  dairymen,  fishermen,  foresters,  traders,  miners,  niannfac- 
tiirers — the  long  array  of  hnman  professions  have  here  their  representatives. 
One  representative  may  shape  his  views  accordinR  to  some  particular  philosophy 
of  the  State.  Another  will  at  once  restore  the  balance  by  presenting  the  oppo- 
site. One  member  may  make  extreme  statements  abont  some  brand)  of  tradeor 
industry.  Another  wUl  furnish  exact  infowpation  for  its  refntation.  I  doubt 
whether  we  can  find  anywhere  in  the  world  delibeiative  or  administrative  Imdies 
in  which  the  tone  and  the  many  sidedness  of  the  proceedin}{s.  the  amount  and 
vaiiety  of  Bjiecial  knowledge  di»qilayed,  and  the  logic  of  the  debates  present  more 
points  of  excellence  tlian  in  these  coxincils  and  other  bodies. 

If  from  the  point  of  view  of  the  railways  nothing  should  come  of  these  pto- 
ce<^diugs — a  most  violent  assumption — the  iuformation  brought  together  would 
alone  make  them  invaluable.  No  investigating  committee  of  Oongri'ss  or  legis- 
lature ever  had  a  better  array  of  talent  in  every  field  at  its  dis^HK^al  and  under  its 
control  as  is  found  in  one  of  these  couucils  or  commissions. 

It  is  not  my  purpose  here  to  present  new  sohemes,  or  to  suggest  ways  and 
means  by  which  existing  institations  of  our  own  ciiunti-y  might  be  modified  to 
perform  similar  functions.  But  let  meask  whether, if  onr  coal  and  iron  industry, 
or  fruit  and  cattle  raising,  or  any  other  industry,  were  to  receive  an  examination 
like  that  given  to  the  Rhenish  coal  and  coke  inuustry.  many  things  miKht  not  lie 
different  from  what  they  now  are?  Imagine  a  well -organized  assembly  whose 
members  could  speak  for  the  railways,  for  wheat  and  rattle,  for  fruit  and  steel, 
for  forests  and  for  mines,  and  is  it  not  probable  that  the  effects  anticipated  in  the 
circular  letter  of  1875  wmild  make  themselves  felt  also  in  the  United  States? 
Both  our  railways  and  the  public  have  repeatedly  gone  to  extremes  because 
neither  understood  the  other.  A  system  like  the  Prussian  reveals  the  railways 
to  the  public  and  the  public  to  the  railways.  It  tends  to  remove  blind  prejudice 
and  violent  measures  on  both  sides.  By  reflecting  accurately  the  existing  condi- 
tions, these  cimferences  lead  to  tolerance,  forbearance,  and  mutual  concessions. 
The  conclusions  reached  often  have  as  salutary  an  effect  on  industrial  situations 
as  suspended  judgments  of  our  courts  on  defendants.  It  would  be  difficult  to 
find  in  Prussia  to-day,  among  the  representatives  of  any  class  or  interest,  objec- 
tions to  the  entire  railway  system  which  are  not  i-elatively  insignificant.  Both 
the  public  and  the  railways  have  gained  more  and  more  as  the  system  has 
developed. 

It  will  doubtless  have  been  noticed  that  in  the  discussion  of  the  council  pro- 
ceedings the  de<-i>,-ioDS  and  their  effect  were  not  stated.  It  was  my  purpose 
simply  to  show  the  nature  of  the  councils,  and  either  a  negative  or  an  affimia- 
tive  vote  would  throw  no  additional  light  on  the  problem.  Without  a  full  piesen- 
tati<m  of  liM^al  details  it  could  mean  little  to  state  that  the  council  voted  to 
place  sweepings  into  the  special  tariff  with  fertilizers. 
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AinoDK  the  qoeetions  contained  in  tetters  »ent  oat  to  railway  presidents  and 
other  offioere  were  the  following: 

"What,  in  tout  jni^ment,  are  the  elements  of  strength  and  of  weakness  in 
American  railway  charters?" 

'*  What  provisioDfi  should  a  model  railway  charter  of  the  fntnxe  contain?" 

In  most  instances  these  letters  were  answered  by  the  officers  addreased.  In  a 
nnmber  erf  cases  they  were  referred  for  reply  to  connsellora  or  other  officers. 

The  extracts  given  below  are  repreaentative  of  the  replies  received.  Afl  a  class 
the  railways  represented  belong  to  the  important  systems  of  the  continent.  It  is 
probable  tnat  nothing  of  vital  importance  touched  npon  in  any  letter  received  is 
not  refl«;ted  in  the  expressions  qooted  below. 

"  In  a  general  way,  I  should  say  that  an  important  point  would  be  (^ined  if  all 
railroad  charters  were  iasaed  under  general  laws  instead  of  specific  l^slation  for 
each  charter,  and  uniformity  between  laws  of  the  StAtee  be  Drought  out  as  far  as 
practicable.  This  would  avoid  the  creeping  in  of  many  faults  which  get  out  under 
special  legislation," 

W.  G.  Raoul, 
Pregident  The  Marioan  Nat.  R.  R.  Co, 

"  In  my  judgment,  there  should  be  some  provision  in  each  State  that  would  make 
it  impossible  for  speculative  roads  to  be  built.  By  speculative  I  mean  that  class  of 
roads  that  are  organized  for  the  purpose  of  crippling  an  already  existing  road  in 
the  hope  of  so  annoying  the  property  already  in  the  field  that  in  self-defense  they 
pay  a  ^ood  ronnd  price  in  order  to  get  rid  of  a  competitor  when  the  original  line 
IS  serving  tlie  public  well  and  a  paralel  line  would  probably  wreck  the  stronger 
line.  I  think  it  is  the  bietoiy  of  railroads  that  the  weaker  can  pull  down  the 
Stronger." 

W.  J.  Carpenter, 
President  Chicago  and  Enatem  lUinoU  Railroad  Company. 

"  Personally,  I  believe  that  the  time  has  come  when  future  railroads  shonld  be 
built  under  the  supervision  and  control  of  some  State  board,  and  that  the  laws 
should  be  such  that  they  conld  not  be  overcapitalized  and  no  roads  should  be 
built  to  parallel  another  road  already  in  existence,  unless  it  could  be  proven  that 
the  business  in  the  territory  through  which  the  new  road  wEia  to  run  was  suffi- 
cient to  justify  and  make  a  paying  investment  on  a  legitimate  amount  of  capital 
invented." 


"The  general  incori>oration  laws  of  this  State  seem  to  be  fairly  well  adapted  to 
our  condition  and  situation,  and,  while  affording  ample  protection  to  Uie  interests 
of  the  State,  they  are  sufficiently  liberal  to  encourage  the  organization  and  suc- 
cessful operation  of  i-ailway  companies. 

"  Under  the  constitutions  of  tms  State  railway  companies  are  subject  to  l^ns- 
lative  controL" 

Thouas  Burke, 
CoHTisellor,  Seattle,  Wash. 


u  charters  have  been  granted  railroad  companies 
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amce  1809,  the  coDBtitntioii  of  the  State  prohibiting  special  leRiBlstion  of  any  char- 
acter. There  are  2  or  8  charters  granted  prior  to  18^,  and  'which  are  Btill  in  exiBt- 
ence,  but  the  companies  comply  with  the  proTisions  of  general  law.  The  operation 
and  control  of  rauroadB  of  this  Stat«  are  satiafactory,  and  there  seems  to  be  no 
.  good  reason  for  changing  the  present  Btatns  regarding  those  matters." 

Jakes  Harding, 
Commi»sumer  of  Bailroads,  Migsouri. 

"  If  it  be  intended  to  effect  an  improvement  in  the  incorporation  acts  of  the 
individoal  Status,  I  can  think  of  no  greater  improvement  tLaii  a  uniformity  of 
sach  laws  in  all  the  States,  so  that  a  corix>ration  would  not  come  ander  different 
laws  at  the  crossing  of  every  State  line." 

J.  8.  Bedfield, 
Awiatant  Secrelary  Chicago  and  Northwestern  Railroad  Cnmpany. 


e  nnder  the  control  suhstaiitiany  o£  a  single  organization, 
for  until  then  there  will  always  be  bickerings,  jealonsiee.  rate  cuttings,  rebates, 
and  drawbacks  of  all  kinds  and  anjast  discriminations  in  favor  of  particular 
Tiatrons.  and  a  host  of  other  evils  too  numerous  to  mention.  Under  one  organiza- 
tion ,  which  wonld  mean  one  broad  general  policy ,  the  chargin{{  of  greater  rates  for 
a  short  than  (or  a  long  haul  would  not  be,  as  it  were,  a  necessity  of  the  situation, 
excepting  perhaps  where  the  road  came  into  direct  competition  with  water  lines; 
everybody  would  be  charged  the  same  price  for  the  same  transportation,  and  the 
saving  in  the  expense  of  mam^ement  would  be  enormous.  I  believe  that 
1100,000,000  would  hardly  pay  the  additional  expense  entailed  by  the  expenditures 
made  in  New  York  for  railroad  ofBces,  employees,  etc. ,  which  are  made  necessary 
under  the  present  system  in  order  to  solicit  and  compete  for  bnsineaB  for  the  dif- 
ferent railroads,  involving  an  enormone  aggregate  for  rebates,  and  an  enormous 
loss  on  account  of  rate  cutting,  which  does  not  help  the  public  at  large,  but  ia 
wasted  in  incipient  and  constant  warfare.  As  it  is  to-day,  a  man  who  has  10 
carloads  of  freight  to  ship  will  he  songht  by  probably  20  men  on  the  average  from 
different  railroad  otSces,  who  in  their  scramble  for  the  husiness  are  almost  sure 
to  cut  the  rate  to  the  disadvantage  and  detriment  of  the  vast  body  of  shipi)ers — ' 
eapeciallv  the  smaller  ones — who  should  by  right  have  precisely  the  same  privi- 
leges ana  opportunities  that  fall  to  the  lot  of  some  favored  man  who  has  large 
enough  shipments  to  make  and  to  attract  the  cupidity  of  the  various  carriers." 

C.  P.  HUNTINQTOK, 

President  Southern  Pacijic  Railway  Company. 

"Answering  yonr  letter  of  Jnly  11,  we  have  to  say  that  railroad  companies  are 
organized  in  this  State  nnder  the  general  incorporation  laws  of  the  State.  No 
special  charters  are  permitted  by  the  constitution  of  the  State.  By  the  terms  of 
the  constitution  the  legislature  reserves  the  right  to  regulate  railway  transporta- 
tion and  to  prescribe  reasonable  maximum  rates  which  transportation  companies 
should  charge  for  freight  and  passengers.  The  conatitntioi:  also  gives  the  legis- 
■  lature  power  to  require  by  law  that  railway  companies  shall  interchange  cars  and 
transport  producte  in  hulk  from  one  point  in  toe  State  to  another  [>oint  in  the 
State.  The  legislature,  however,  has  not  passed  any  law  to  make  this  provision 
of  the  constitation  effective.  The  only  fiscal  limitation  on  railway  corporaticxis 
in  thifl  State  is  that  they  should  not  issue  bonds  to  more  than  twice  their  capital 

"  Foreign  corporations  have  the  same  rights  in  this  State  as  local  corporations, 
upon  complying  with  the  law  which  requires  a  foreign  corporation  to  file  its 
articles  and  appoint  an  agent  upon  whom  service  of  process  can  be  made.  *  •  • 
We  think  that  a  defect  which  snonld  be  corrected  in  all  railway  law  now  existing 
is  the  want  of  anifonhity.  Modern  railways  are  the  means  of  carrying  on  inter- 
state commerce,  whether  the  physical  property  be  located  within  one  State  or 
more  than  one.  Any  State  legislation  which  assumes  to  affect  transportation 
within  the  boundaries  of  a  State  necessarily  has  its  effect  upon  interstate  busi- 
For  this  reason  we  do  not  think  it  would  be  any  stretch  of  the  spirit  of 
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conntry  and  would  exclnde  local  lepiislatioD  by  the  several  States.  Soch  a  aniform 
law  providing  for  tmifonn  regulation  and  control  by  a  commiBaion  having  jndi- 
cial  iKiwers  would  in  our  jnd^ent  go  far  toward  relieving  transportation  com- 
panies of  many  of  tbttir  difficulties,  and  at  the  same  time  giving  better  service  to 
the  pnblic.  Tinder  authority  of  anch  commission  competition  and  pooling  could 
be  controlled,  better  service  given  to  the  public  and  at  cheaper  rates,  while  the 
stockholders  would  receive  more  regular  dividends,  and  would  bo  protected 
against  wild-cat  financiering." 

Crowley  &  G-rossccp, 
Cmirmelorii.  Ttu^oma,  Wnxli. 

"  Under  ^)reHeiit  conditions  in  (he  United  States,  the  issnance  of  charters  by 
each  State  is,  it  spems  ta  me,  ijemicious  in  its  resiilts.  The  laws  of  the  different 
States  vary  uonsiderably^  but  in  the  most  of  them  a  charter  can  be  secured  for  a 
small  fee.  This,  in  my  jndgment,  has  resulted  in  many  blackmailing  Hchemee, 
and  has  probably  resulted  in  more  railroad  bankmptciesinthia  country  than  from 
all  other  causes  cnmbined. 

"In  my  opinion  charters  should  only  he  issued  by  the  Federal  Government, 
except  for  street  railways  and  such  enterprises  as  are  known  to  beabsolntely  local 
in  their  sphere  of  oiierations.  To  accomplish  this  result  will,  no  doubt,  be  very 
difBeult  while  the  doctrine  of  State  rights  is  so  firmly  held  by  many  people. 

"This,itseenist'>ine.  ought  not  to  stand  in  the  way  of  a  discussion  of  what  ought 
to  be  accomplishtd.  My  view  is  that  a  commission,  the  members  of  which  are 
appointed  on  the  same  basis  as  the  members  of  the  United  Stat«s  court,  should 
constitnta  a  body  before  which  all  applications  for  railway  charters  should  be 
laid.  This  commission  should  be  itonpolitical  in  its  character,  and  composed  of 
civil  engineers,  lawyers,  and  men  of  bnsiness  ti^nalifications,  limited  b>  say  5  in 
number,  and  charters  for  railroads  should  only  bo  issued  ou  the  recommendation 
of  this  commission  followed  by  legislative  enactments. 

"Some  newmethwl  for  the  issuance  of  charters  is  certainly  very neceflsary, not 
only  in  the  interests  of  investors,  but  also  in  the  interests  of  the  people,  as  the 
present  practice  has  result*'d  in  the  building  of  many  cheap  and  nnnecessary  rail- 
ways, which  have  much  increased  the  exi>ense  of  transportation  over  what  it 
would  have  been  had  the  railways  constructed  been  built  on  strict  reiiuiremente, 
necessary  attention  having  been  given  to  securing  a  line  of  the  least  expense  in 
operation,  which,  in  most  cases,  has  been  grossly  disreK^i^ed.  The  resnlt  is  that 
tlin  people  have  to  snpport  these  railways,  improperly  built,  and  therefore  incur 
an  enormous  tax  which  might  have  been  avoided  under  juilicioos  governmental 
supervision." 

A.  A.  ROBINBON, 
Presid-e-nt  Mexican  Ceiitnil  Raillpal/  ComjKiny. 


"  I  think  the  only  addition  I  would  make  to  what  he  (Mr.  B.  W.  Meddaogh — 
see  next  iinotutinii)  iiiiggnsts  is  that  the  charter  shonld  provide  somewhat  in 
detail  :is  to  the  character  of  the  road  that  should  be  built;  in  other  words,  shonld 
specify  the  alignment,  curvature,  width  of  embankments,  maximum  gradients, 
character  of  maHrmry.  bridges,  nnmber  of  ties  per  mile,  weight  of  rail,  and  char- 
acter of  crossings  over  highways,  whether  level,  overhead  or  subways,  and  the 
same  as  to  intersections  of  other  railway  lines,  all  of  which  should  be  in  accord 
with  the  Bi>ecificatioiiB  prescribed  by  the  l>oard  of  railroad  commissioners  for  the 
State,  or  other  board  vested  with  such  authority.  This  would  prevent,  more 
than  any  other  i>rovis)oii  that  could  be  enacted,  tJie  building  of  superfluous  and 
unnecessary  lines  not  demanded  by  public  neceeaity.  but  bnilt  for  purpoees  of 
si>ecnlation  and  lilackmail — something  which  has  in  the  past  prevailed  to  a  great 
extent  and  which  is  resjionHible  for  the  competition  and  unremunerative  rates 
prevailing  on  many  of  the  railways  of  the  Umted  States." 


"  The  '  elements  of  wpftkueHS '  in  American  railway  cl 
ous  than  tiie  ■  elements  of  strength."  Very  few  special  charters  have  been  granted 
within  the  last  thirty  years.  Railway  corporati<ms  which  have  come  into  being 
within  that  period  have  been  oi^anized  under  genwal  incoriraratioii  acts,  and  are 
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to-day  the  weakness  in  American  railroad  charters  is  that,aa  contracts,  they  seem 
to  bind  the  corporatioos  without  bindinK  the  States  which  granted  them. 

' '  To  my  uiind  the  ideal  charter  wonld  be  one  which ,  whatever  its  proviaionfl 
might  be,  ^ould  state  them  clearly,  and  forever  equally  bind  both  the  State  and 
thu  coiporation  to  their  fulfillment. " 

Stuyvksant  Fish, 
President  lUinoiB  Central  Railroad  Company. 

"  I  may  add  that  the  railroads  of  thin  State,  nnder  ita  general  railroad  laws, 

which  are  subject  to  alteration,  amendment,  or  repeal  at  any  time,  have  received 
reasonalily  fair  treatment  at  the  hands  of  the  le^slature.  while  the  transporta- 
tion facilities,  with  respect  to  territory  and  population,  are  very  eitenaive  oy  rail 
in  comparison  with  otner  places,  an  well  as  by  water,  the  railroad  transportation 

companies  of  this  State  have  been  very  unprofitable  investments.    The 

company,  under  its  special  charter,  is  practically  the  only  railroad  which  has  not 
been  a  losing  venture.  It  has  never  defaulted,  and  has  paid  interest  and  small 
dividends  upon  the  very  reasonable  amount  of  its  bonds  and  capital,  and  by  virtoe 
of  the  arrani^ement  which  it  hoe  made  for  the  operation  of  other  linee.  under  the 
^neral  railroad  law,  it  has  conducted  their  operations  and  unqueafionably  saved 
several  of  them  from  bankruptcy.  The  industries  ot  the  State  have  grown,  and 
there  have  beep  but  few  complamta  from  shippers. 

"  With  respect  to  the  portion  of  the  State  served  by  this  company,  operatinK 
nnder  its  charter,  whether  by  reason  of  the  fact  that  it  is  the  most  fruitful  and 
populous  territory  reached,  or  whether  by  reason  ot  the  facilities  extended  by 
the  company,  it  is  certain  that  this  portion  of  the  State  has  excelled  the  rest  in 
the  increase  of  population  and  value  of  property." 

Henry  RtrssELL, 
Counxdlor,  Michigan  Central  Railroad  Company. 

"  The  railroads  in  this  Commonwealth  have  very  little  more  power  than  ordi- 
nary businesH  corporations,theri^ht  of  eminent  domain  being  the  most  important, 
and  that  exercised  nndei-  very  rigorous  restrictions.  All  railroads  in  this  State 
are  now  subject  to  the  general  laws  and  are  under  th^snperviaion  of  a  board  of 
railroad  commissioners,  of  which  the  power  is  very  plenary.  The  general  law 
in  reference  to  Massachnsette  railroad  corporations  and  the  powers  of  the  rail- 
road commifv^ionere  are  set  out  in  chapter  112  of  the  Massachusetts  Public  Stat- 
utes and  the  amendments  thereto  contained  in  the  acte  from  1S82  te  1809.  In 
addition  to  this  chapter,  railroads  are  subject  te  section  8,  chapter  106  of  the  Pub- 
lic Statutes,  which  makcij  every  act  of  incorporation  subject  to  amendment,  alter- 
ation, or  re^al,  at  the  pleasure  of  the  general  court.  In  view  of  these  general 
laws  the  onginal  charters  under  which  these  railroads  are  operated  are  of  little 
or  no  materia!  value.  The  incorporation,  organization,  laying  out  of  route,  lean- 
ing of  stock,  exercise  of  eminent  domain,  rates  of  fares,  and  ollthe  smaller  details 
of  railroad  operations  are  provided  for  in  the  general  statute  applicable  in  all 

"  In  the  original  charters  of  at  least  two  of  the  railroads  organized  here,  a 

right  in  the  State  to  purchase  the  railroad  at  any  time  for  the  amount  of  inv«8t- 

ment  with  10  per  cent  a  year  added  was  reserved.    This,  however,  ie  superseded 

■"'  a  general  right  to  take  possession  of  any  railroad  in  the  State  reserved  to  the 

immonwealth  in  sections  T  and  6  of  the  aforesaid  chapter  112." 

Lucius  Tuttlb, 
PrexiileiU,  Boston  aitd  Maine  Railroad  Company. 
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PREAMBLE  AND  DESCRIPTION  OF  A  PART  OF  THE  ROUTE  FROM 
A  NEW  SOUTH  WALES  CHARTER. 


AN  ACT"  lo  snlhortBC  the  crautracttim  of  an  exteiuilon  ol  the  railway  mmmonly  knowti  as  Iho  Hone- 
hill  Rullway.  In  three  Hectionii.  [rcnn  a  point  about  8  ehalna  75  links  from  the  nnrthcm  end  uC  the 
Riiwhlll  stntion  platTorm.  eroding  the  FammHtta  Btvei,  traveralng  the  disttiuts  of  Kyilnlmorc, 
Pvnnant  mila.  DundBS,  and  CBiiUe  Hill,  and  lermlnatiag- at  Dural.    (Aesented  to  13th  June,  1S93.) 

Whereas  Benjamin  CriBpin  Simpson,  of  Sydney,  in  the  Colony  of  New  South 
Wains,  civil  engineer,  beiDfc  the  present  proprietor  of  the  raOway  from  Clyde 
Btation  to  the  Panamatta  River,  known  as  the  Roeehill  Railway,  is  dosiTous  of 
constrncting  an  exteasion  of  such  railway  in  three  eections,  from  a.  point  aboat 
nine  chains  seventy-flve  linka  from  the  northern  end  of  theRosehill  station  plat- 
form; then  crossing  the  Patraiiiatta  River;  then  traversing  the  districts  of  Rydal- 
mei'c.  Pennant  Hills  to  a  point  north  of  the  Pennant  Hills  road,  being  three  miles 
twenty-eight  chains  from  the  starting  point,  and  being  the  first  section  of  the  said 
extension;  thence  traversing  Dundas  and  Castle  Hill  to  a  point  in  the  district  of 
Castle  Hill  five  miles  tweiity-fonr  chains  from  the  end  of  the  first  section,  beine 
the  second  section  of  the  said  extension;  thence  to  a  fnrther  point  in  the  districi 
of  Diiral  three  miles  forty-one  chains  or  thereabouts  from  the  termination  of  the 
second  section,  being  tbe  third  section  of  the  said  extension;  such  railway  to  mn 
through  certain  private  lands  and  certain  streets  described  in  the  schedule  annexed 
hereto:  And  whereas  it  is  desired  to  construct  such  railway  extension  for  the 
purpose  of  making  the  Rosehill  Railway  of  greater  nse,  and  for  the  further  pur- 
pose of  opening  uji  a  most  fertile  ana  valuable  district  now  without  railway 
lacUitieH,  and  of  giving  better  access  t«  the  inhabitants  thereof  and  the  public 
jjenerally  to  Sydney  and  surrounding  country:  And  whereas  the  increased  facil- 
ities of  communication  and  traffic  which  would  result  from  the  construction  of 
the  said  proposed  railway  extension  would  be  for  the  public  convenience  and 
benefit,  and  it  is  desirable  to  authorize  by  legislative  enactment  the  construction 
and  maintenance  of  the  said  proposed  railway  extension  subject  to  the  provisions 
hereinafter  contained:  Be  it  therefore  enacted  by  the  Queen's  most  excellent 
majesty,  by  and  with  the  advice  and  consent  of  the  legislative  council  and  legis- 
lative assembly  of  New  South  Wales  in  parliament  assembled,  and  by  the  author- 
ityof  the  same,  as  follows: 


DESCRIPTION  OF  A  PART  OF  THE  KODTE    CONTAINED  IN  A  PRIVATE  RAILWAY 

CHARTER  OF  HEW  SOUTH  WALES  OP  1893. 

Tlie  ixtKiiule. — Firtf  part. — Commencing  on  the  Rosehill  Railway  at  ft  point 
about  nine  cfaaius  seventy-five  links  from  the  northern  end  of  the  Rosehill  station 
platform;  thence  in  a  northeasterly  direction  across  the  land  enclosed  for  the  said 
railway  and  belonging  to  IJie  said  Benjamin  Crispin  Simpson;  thence  bearing 
nort^heasterly  through  the  property  believed  to  belong  to  the  Rosehill  Racecourse 
Company  to  a  road  called  Bouth  avenue;  thence  across  that  road  bearing  north- 
easterly to  the  southern  boundary  of  land  believed  to  belong  to  Septimna  Alfred 
Stephen,  and  believed  to  be  leased  to  Charles  Edward  Jeanneret  for  a  tramway 
line:  thence  across  the  said  leased  land  bearing  northeasterly  to  a  road  called 
North  avenue:  thence  across  the  said  road  bearingnortheaaterly  to  lands  believed 
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Pairamatta  River  to  the  eonthem  boundary  of  lands  believed  to  be  dedicated  by 
by  the  Clovemirient  for  an  asylnm  for  the  insane;  thence  across  tbe  said  lands  in 
a  uortli easterly  direction  to  their  eaatem  bonndary;  thence  in  a  northeaaterly 
direction  through  lands  believed  to  belong  to  the  truatees  of  Subiaco  Convent  to 
the  southern  bonndary  of  a  street  called  Victoria  street;  thence  in  a  northerly 
Erection  acroas  the  said  street  to  its  northern  boundary;  thence  in  a  northerly 
and  northea8t«rly  direction  throu(;h  lands  believed  to  belong  to  the  trustees  of 
Snbiaco  Convent  to  tbe  western  boundary  of  land  believed  to  belong  to  Jonathan 
Wooster;  tlienci>  in  a  northeasterly  direction  across  the  said  lands  to  the  sonthem 
boundary  of  a  ro^d  called  Kissing  Point  road;  thence  in  a  northeasterly  direction 
ncvosa  the  said  road  to  its  northern  boundary;  thence  in  a  northeasterly  direction 
aoroes  land  believed  to  belong  to  Robert  M'Cann  to  its  eastern  boundarv;  Uieace 
in  a  northeasterly  direction  through  land  believed  to  belong  to  G,  M'Killop  to  the 
-western  boundary  of  a  reserved  road;  thence  in  a  northeasterly  direction  across 
the  said  road  to  its  eastern  boundary;  thence  in  a  northeasterly  (curving  to  a 
northerly  and  northwesterly)  direction  through  lands  believed  to  belong  to  Neil 
Harper  to  the  western  boundary  of  a  road  believed  to  be  called  Adderton  road; 
thence  in  a  northerly  direction  across  the  said  road  to  its  eastern  boundary;  thence 
in  a  iionbprly  direction  through  land  believed  to  belong  to  Gi^or^  Hodge  to  its 
eaatem  boundaiy;  thence  in  a  northerly  direction  through  landnbeheved  to  belonn 
to  Charles  R.  Mobba  to  the  eastern  side  of  the  road;  tnenee  curving  to  a  north- 
easterly direction  along  the  said  road  and  through  land  believi'd  to  belong  to  Neil 
HarpiT,  and  also  ttiroiigh  land  believed  to  belong  to  Enoch  Snilth  to  the  eastern 
bonnilaryof  the  said  road;  thencecurving  to  northerly  and  northwesterly  direc- 
tions through  lands  believed  to  belong  to  Charles  W.  Mills  to  its  northern  bound- 
ary; thence  in  a  northerly  and  northwesterly  diroctiou  through  lands  believed  to 
belonj^  to  Frederick  C.  Cox  to  Its  eastern  bonndary;  thence  in  a  northeasterly 
direction  across  land  believed  to  belong  to  William  Cox  to  the  southern  boundary 
of  a  road  called  Pennant  Hills  road;  thence  in  a  nortlieasterly  direction  across  the 
said  road  to  its  northern  boundary;  thence  still  in  a  northeasterly  direction  across 
land  believed  to  belong  to  Fred enck  C,  Cox  to  thesouthera  boundary  of  the  road: 
thencf  acroKs  the  said  road  in  a  northeasterly  direction  to  its  northern  bonndary: 
thence  Itearing  northeasterly  aoi'iiss  land  believed  to  belong  to  Edwin  Harris,  and 
terminating  at  a  x>oint  in  tne  said  land  three  miles  twenty-eight  chains  distant 
from  the  point  of  commencement  of  the  first  section  bereinbelore  described. 
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Appendix  II. 
CONSTITUTIONAL  PROVISIONS  RELATING  TO  RAILWAYS. 


AI.ABAMA. 

Art.  XIV. — Corporations. — Private  corporation*. — Railroad*  and  canals. 


tlon  organized  (or  the  pnrpoee  shall  hare  the  right  to  constract  and  operate  a 
irailroad  between  any  points  in  this  Stat«,  and  to  connect  at  the  State  line  wit't 
:Tallroad8  of  other  9^tes.  Every  railroad  shall  have  the  right  with  its  road  t  > 
intersect,  connect  with,  or  croee  any  other  railroad,  and  shall  receive  and  trans- 
port each  the  other's  freight,  passengers,  and  cars,  loaded  or  empty,  witboat 
'delay  or  discriniinatlon." 

Sec.  22.  "  The  general  assembly  shall  pass  laws  to  correct  abnsea  and  prevent 
■anJDst  discriminations  and  extortion  in  rates  of  freights  and  passenger  tariff  on 
railroads,  canals,  and  rivers  in  this  State." 

Sec.  38.  "  No  railroad  or  oUier  transportation  company  shall  grant  free  posses 
'or  sell  tickets  or  passes  at  a  discount  otlter  than  as  sold  to  the  pablic  generally, 
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Art.  XV'n..--rliaUroadg,  canatt,  and  turnpikes. 

Sec.  1.  Idmtical  with  section  31,  Article  XIV,  Alabama. 

Sec.  3.  All  individuals,  aesociations,  an^  corporations  shall  have  equal  right 
to  have  persons  ^nd  property  transported  over  railroads,  canals,  and  torapikee, 
and  no  nndne  o^  iinreasoaable  discrimination  shall  be  made  in  cnargee  for,  or  in 
iacilitieejFor,  transportation  of  freight  or  passengers  within  Qie  State,  or  com- 
ing from  or  fjroing  to  any  other  State.  Persons  and  property  transported  over 
any  railroad  snail  be  delivered  at  any  station  at  charges  not  exceeding  the  chafes 
for  transportation  of  persons  and  prmmrty  of  the  same  cloBsinthesame  direction, 
to  any  more  distant  station.     •    •    ^ 

Sbc.  4.  The  leasing,  control,  consolidation,  or  pnrchaseof  aparaUel  or  compet- 
ing line  forbidden.  Officer  of  one  road  can  not  hold  office  in  socb  lines.  Qne»- 
tion  as  to  what  is  competing  or  parallel  lines  to  be  decided  by  jnry,  as  in  civil 
cases. 

Bec.  0.  No  officer,  preeident,  director,  agent,  or  employee  of  any  railroad  to  be 
interested,  directly  or  indirectly,  in  fninisning  materials,  supplies,  or  bnsinees  to 
company. 

Sbc.  7.  The  general  assembly  shall  prevent  by  law  the  gnmti^  of  free  passes, 
by  any  railroaa  or  transportation  company,  to  any  officer  ot  this  State,  legislative, 
executive,  or  judicial, 

Sec,  8.  All  charters  held  subject  to  constitution,  and  no  amendment  of  charter 
or  special  law.for  benefit  of  corporation  to  be  paeaed  nnless  so  held. 

Sec.  9.  General  assembly  can  take  property  and  franchises  of  incorporated 
companies  and  subject  them  to  public  nse,  the  same  as  property  of  indivianals. 

Sec.  10.  General  assembly  to  pass  laws  to  correct  abuses  and  prevent  unjust 
discriminations.     Penalties  and  forfeitures  to  be  provided. 

Sec.  It.  Boiling  stock  and  all  other  movable  property  to  be  considered  pei^ 
sonal  property. 

Sec,  18.  Annual  reports  to  be  required. 


The  organic  code  contains  no  provisions  on  railways. 
CAUPOR17U. 
Aht.  XII. — Corporatioiu. 

Sbc.  1.  "Corporationsmaybe  formed  undergenerallaws.butshall  not  be  created 
bv  special  act.  All  laws  now  in  force  in  this  State  concerning  corporations,  and 
all  .laws  that  may  hereafter  be  passed  pursuant  to  this  section  may  be  alt«red 
from  time  to  time  or  repealed." 

Sec.  T.  "  The  legislature  shall  not  extend  any  franchise  or  charter,  nor  remit 
the  forfeiture  of  any  franchise  or  charter  for  any  corporation  now  existing,  or 
which  shall  hereafter  exist  under  the  laws  of  this  State. 

Sec.  6.  State  can  nse  property  of  corporations  for  public  use  same  as  tbat  of 
individuals. 

Sec.  17.  Same  ae  section  31  of  the  constitution  of  Alabama,  and  section  1  of  that 
of  Arkansas. 

Sec.  IB.  Same  as  section  G,  Article  XVII,  of  constitution  of  Arkansas,  with  the 
addition  "except  such  interest  in  the  business  of  transportation  as  lawfully  flows 
from  the  transportation  of  Ktock  therein." 

Sec.  IB.  Free  passes  and  discounted  tickets  forbidden.    Penalty:  Forfeiture  of 

Sec.  30.  Pooling  forbidden.  If  rates  ore  reduced  for  purposes  of  competition, 
the  same  shall  not  be  raised  ' '  without  the  consent  of  the  governmental  anthcoity 
in  which  shall  be  vested  the  power  to  regulate  fares  and  freights." 

Skc.  21.  Same  aa  section  8,  Article  XII,  Arkansas. 

Sec.  33.  State  divided  intothree  sections,  according  to  population.  Onerailroad 
commissioner  for  each  section,  elected  by  the  people  lor  four  years.  Have  powerto 
establish  rates  for  transportation  of  passengers  and  freight.  Some  to  be  published. 
Examine  books,  records,  etc.;  and  inay  issue  subpoenas;  hear  and  determine  com- 
plaints; punish  for  contempt  of  orders  "in  the  some  manner  and  to  the  some 
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extent  M  courts  of  record;"  shall  prescribe  ludform  BTstem  of  ftcconnts.  Diso- 
bedience of  orders  of  commiasioner  pimiehed  hy  fines  not  to  exceed  twenty  tiion- 
Band  dollars.  Agent  or  employee  receivinK  rates  in  excess  of  those  fixed  fined  five 
thousand  dollars  or  one  year  In  county  jail.    L^ielatnre  can  extend  power  of 


Sbo.  28.  DiTidea  State  into  distriota. 

COLORADO. 
Art.  XV.— CorporoKoTM.  ■ 

8ec.  1.  All  Bpedal  charters  granted,  bnt  nnder  which  bnainees  had  not  begnn, 
not  valid  after  adoption  of  this  conetitatfon. 

Sbc.  2.  No  charter  of  incorporation  shall  be  granted,  extended,  changed,  or 
amended  by  special  law,except  for  anchmontcipal,  charitable,  educational, penal, 
or  reformatoiy  corporatlonB  as  are  or  may  be  nnder  the  control  of  the  State;  bnt 
the  general  assembly  shall  provide  by  general  laws  for  the  oi^anizadon  of  corpo- 
rations hereafter  to  M  created. 

Sec.  8.  Identical  with  last  eleven  lines  of  section  0,  Article  XII,  Arkansas. 

Sec.  4.  Almost  identical  with  section  21,  Article  XIV,  AJabama,witb  the  conis- 
sion  of  last  phrase  "  and  transport,"  etc. 

Sec.  S.  Sune  as  seotion  4,  i^ticle  XVII,  Arkansas,  bnt  referring  to  conaoUdft- 
tion  only,  ^^ 

Sbc.  6.  Identical  with  section  3,  Article  XVII,  Arkansas,  up  to  "  Persons  and 
property  transported." 

Sec.  7.  Bene&t  of  fntnre  legislation  denied  nntil  acceptance  of  prorisions  of 
constitution  filed,  in  binding  form. 

Sbc.  8.  Identical  with  section  9,  Article  XVII,  Arkansas. 

See.  is.  Unlawful  for  anv  corporation  "  to  reqnire  of  its  servants  or  employees, 
as  a  condition  of  their  emptoymeiit  any  contract  •  ■  •  whereby  such  person, 
company  *  •  "  shall  be  released  from  liability  •  •  •  on  aoconnt  of 
injnrieB  while  In  the  service  of  anch  company."    •    •    • 

CONNBCTIC  U  T, 

Amendments.  Article  XXV:  "  No  oonn^.city,  town,  borongh,  or  other  mnnid- 
pality,  shall  ever  subscribe  to  the  capital  stotw  of  any  railroad  corporation,  or 
become  a  purchaser  of  the  bonda,  or  make  donations  to,  or  loan  its  credit,  directly 
orindirecfly.inaidof  any  snch  oorporati<ni;"  debts  contracted  prior  to  adcq^tion 
of  this  amendment  not  affected. 

DBLAWARB. 

AsT.  Vm. — JJeventM  and  taxation. 

Sec.  8.  County  or  municipal  aid  to  private  corporationH  or  persons  prohibited. 

Art.  IX. — CorporatioTU. 

Sec.  I.  No  corporation  shall  hereafter  be  created,  amended,  renewed,  or  revived 
1:^  special  act,  but  only  by  or  under  general  law,  nor  shall  any  existing  corporate 
chuter  be  amended,  renewed,  or  revived  by  special  act,  but  only  by  or  under 
general  law.    •    •    •    Chartets  forfeited  for  violation  of  law. 

Sec.  S.  Acceptance  of  constitntion  by  corporations  necessary  before  charter  can 
be  renewed  or  amended. 

Sec.  9.  £ach  shareholder  entitled  to  one  vote  in  elections  for  directors  or 
managers. 

FLORIDA. 

Abt.  IX.— razoMon  and  finance. 

Sec.  7.  State  aid  \rr  means  of  taxation  to  corporations  forbidden. 

Sec.  10.  State  credit  not  to  be  pledged  or  loaned  to  private  corporationB;  State 
not  to  become  a  stockholder.  City,  county,  borongh,  township,  etQ.>  also  fcn'hld- 
den  to  aid snch  corporations.  ,    C  iO<>^mC 
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Abt.  XVI.—MiacelUmeous. 

Sec.  30.  "  The  l^idatare  ie  inveeted  with  fall  power  to  paas  laws  tor  tiie  cor- 

reotion  of  abnsee  and  to  prevent  nDJnst  diacriminatioa  and  ezceaaive  charges  by 

'    persona  and  corporations  engaged  as  common  carriers  in  transporting  persons  or 

property,  or  penorniing  other  services  of  a  pnblic  nature,  ana  shall  provide  tea: 

enforcing  sn^  laws  by  adeaaate  penalties  and  forfeitnres." 

Sec.  81.  Free  passes  and  £scoiintfi  of  fares  forbidden  to  members  of  l^;islatnre 
and  State  offlcere. 

GBORGXA. 

Abt.  JV.— Section  i.  Regalatiem.  of  corporationi. 

Skc.  1.  Railroad  tariffs.  Assembly  given  right  to  rc^nlate  freight  and  passen- 
ger tariifs  and  to  fix  peoaltieB  for  violations  ofregolations. 

Sec.  2.  Right  of  eminent  domain  retained  over  corporation  property. 

Sec.8.  Charters  revived  or  amended  become  eabject  to  the  constitation;  *  •  •_ 
"  Prooided,  That  this  section  shall  not  extend  to  any  amendment  for  the  pnrpooe 
of  allowing  any  existing  road  to  take  stock  in  or  aid  In  the  bnilding  of  any  bnuu^ 
road." 

Ssc.  4.  The  purchase  of  stock  of  one  corrioration  by  another  for  parposes  of 
decreasingcompetition  can  not  be  anthorized  and  all  snch  contracts  declared  void. 

Sec.  5.  Rebates  forbidden,  directly  or  indirectly.    Penaltlee  may  be  impoeed. 

IDAHO. 

Art.  lIl.—LegUlaHvt  department. 

Sec.  19.  Prohibits  special  or  local  laws. 

Aht.  THI.— PuWto  tndeh(ednes«  and  tvbsidies. 

Fonr  sections,  t^hlbiting  sabscription  to  stock  and  other  forms  of  aid  on  port 
.  of  any  political  unit. 

Aet.  ICl.—Corporationt. 

Sec.  1.  Previonaly  fpranted  bul  inoperative  special  charters  void. 

Sbo.  2.  Special  legislation,  except  for  municipal,  charitable,  etc.,  pnrpoeee, 
prohitdted. 

Sec.  8.  Legislatnre  may  revoke  charters,  bnt  no  injnstice  shall  be  done. 

Sec.  4.  Like  section  8,  Article  XI,  niinois. 

Sec. 6.  Bailwayscommoncarriere;  legislaturemay  control, regnlatoratee;  rail- 
wi^  may  connect,  intersect  with  one  another. 

Sec.  9.  Undne  or  unreasonable  discriminations  forbidden;  excursion  and  com- 
mntation  tickets  may  be  sold,  provided  they  are  the  same  to  all  persons.  Long 
and  short  haul  provision. 

Sec.  7.  Mnst  accept  constitntion. 

Sec.  8.  I>egialatnre  may  apply  right  of  eminent  domain  to  property  of  railway 
corporation. 

Sec.  10.  Appoint  legal  representative. 

Sec.  14.  Can  not  escape  jnrisdiction  of  State  courts  throngh  consolidation. 

Sec.  16.  Contracts  restrictiiw  liability  void. 

Sec.  16.  Combinations  to  inmience  price  prohibited. 

kehtucky. 

Sec.  69.  Special  legislation  forbidden. 

Sec.  179.  City,  connty,  etc.,'Bid  tocorporationB forbidden. 

Sec.  190.  Corporations  must  accept  the  constitntion  before  asUng  for  beneflta 
of  fntare  legislation. 

Sec.  191.  All  charterB  tinder  which  organization  has  not  taken  place  at  time  of 
adoption  of  constitntion  void. 

Sec.  193.  No  coiporation  to  engage  in  hnslness  other  than  expressly  named  in 
charter;  not  to  hold  estate  other  than  is  proper  wid  necessary  for  carrying  on  Its 
legitimate  bmiiteea"for  a  longer  period  than  S  jfeart,  wtder  pmaUit  of  eteheat." 
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Sec.  195.  I'r<^iertT  of  corporations  eabject  to  right  of  emmeat  domain. 

Sbo.  106.  TJnjnBtaiBcrinunation  prohibited. 

Sec.  197.  Free  passes  forbidden  to  city,  town,  connty  oflcerB,  membera  of 
seaembly,  or  judge.    Forfeiture  of  ofBce  the  penalty. 

^c.  198.  Tmsta,  pools,  combinations,  or  other  organizations  to  "depreciate 
below  its  real  T^ue  any  article,  or  enhance  the  cost  of  any  article  above  its  real 
■valne"  forbidden." 

Sec.  201.  Parchaee  or  lease  or  operation  of  competinK  lines  or  line  forbidden; 
also  pooling  of  earnings  with  any  common  carrier  forbidden. 

Sec.  208.  Lease  or  transfer  of  franchise  to  escape  liability  forbidden. 

Sec.  207.  Identical  with  section  8,  Article  XI,  Dlinoia. 

Sec.  309.  Railroad  commiseioners,  three  in  nnmber,  elected  by  people  for  same 
term  as  governor.    State  divided  into  three  diBtrict£. 

Sec.  310.  Common  carriers  forbidden  to  own,  operate,  or  engage  in  any  other 
business  "  except  such  as  shall  be  necessary  to  carry  on  its  bosiness."    *    •    • 

Sec.  213.  Boiling  stock  subject  to  eiecntion  and  sale.  Earnings  and  personal 
property  snbject  to  process  of  attachment. 

Skcb.  213,  215.  Freight  of  all  Bhippto^  to  be  transferred  with  eqoal  promptness 
and  same  charges  independent  of  destination. 

Sac.  914.  BxcInsJve  contracts  wlth'shippers  forbidden. 

Sec.  316.  Bight  of  intersection  guaranteed. 

Sec.  217.  Fixes  penalties  at  from  $2,000  to  $5,000  and  forfeiture  of  franchise. 

Sec.  318,  OreAtor  charge*  for  shorter  than  for  Icmger  hauls  forbidden. 


Abt.  XI. 

Sec.  1.  No  corporation  to  be  created  by  special  laws. 

Sec.  3.  All  charters  not  in  force  within  10  daya  aft«r  the  adoption  of  the 
constitution  void. 

Sec. 8.  "The  general  assembly  shall  provide,  by  law,  •  •  •  every  stockbolder 
shall  have  the  nght  to  vot«  in  person  or  by  proxy,  for  the  number  of  shares  of 
stock  owned  by  him,  for  as  many  persons  as  there  are  directors  or  managers  to  be 
elected,  or  to  cumulate  such  shiu^s,  and  give  one  candidate  as  manv  votes  as  the 
nnmber  of  directors  multiplied  by  the  nnmber  of  his  shares  of  stocK  shall  equal; 
or  to  distribute  them  on  the  same  principle  among  as  many  candidates  as  he  shall 
think  fit."    •    •    • 

Sec.  10.  Boiling  stock  and  all  other  movable  property  considered  personal 
property  subject  to  execution  and  sale. 

Sec. 11.  Consolidation  of  competing  lines  forbidden.  No  consoUdation  without 
00  days'  notice.    Majority  of  directors  to  be  citizens  of  State. 

Sec,  is.  RaUroads  snbject  to  snch  regulations  as  may  be  prescribed  by  law.  _ 

Sec.  18.  No  increase  of  stock  unless  60  days'  notice  of  some  has  been  (p.ven. 

Sec.  14.  *  *  *  "  Property  and  franchises  of  incorporated  companies  already 
organized,  and  subjecting  them  to  the  public  necessity  the  same  as  of  indi- 
viaoals."   •   •   • 

Sec.  15.  "The  general  assembly  shall  pass  laws  to  correct  abuses  and  prevent 
unjust  discriminations  and  extortion  in  the  rates  of  freight  and  passenger  tariH 
on  the  different  railroads  of  the  State,  and  enforce  such  laws  by  necessary  pen- 
alties to  the  extent,  if  necessary  for  that  purpose,  of  forfeiture  of  their  property 
and  franchises." 

Abt.  HV. 

Sec.  1.  Regarding  money  paid  into  State  treasury  by  lUmou  Central  RaSi^oad, 
Sec.  2.  Connty,  city,  town,  village,  etc.,  aid  to  corixiratlonB  forbidden  in  future 
(i.  e. ,  after  1870,  the  time  of  the  adoption  of  this  conetitatlon) 

nVDIAITA. 

Abt.  XI. — CorporatioM. 

Sec.  18.  Corporations  other  than  banking  shall  not  be  created  by  special  act 
bat  may  be  formed  under  general  laws. 
Sec.  14.  Individual  liability  of  incorporators. 
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IOWA. 
Aht.  Vni.—CorporaUona. 

Sbc.  1.  No  corporation  to  be  hereafter  created  by  special  law. 

Sec.  3.  Property  of  corporations  subject  to  taistion  aa  that  of  Individaats. 

Src.  8.  State  not  to  be  a  atockholder. 

Seo.  12.  Sabject  to  the  provisions  of  this  article,  tbe  general  aaaembly  shall 
have  power  to  amend  or  repeal  all  laws  for  the  or^anizaraon  or  creation  of  oor- 
poratkme.    "    •    • 


Abt.  Xn.-~:Corporationt. 

Sco.  1.  Special  legislation  prohibited,  and  all  general  laws  may  be  amended  or 
repealed. 

Skc.  3.  Individoal  liabilities  in  case  of  corpoiationB,  •  •  •  '•  bnt  each  indi- 
Tidnal  liabilities  shall  not  apply  to  railroad  oorporationa,  nor  corporations  tor 
religions  or  charitable  pnrpoees. 

t^insiANA. 

Art.  363.  "  The  general  assembly  shall  not  remit  the  forfeiture  of  the  charter 
of  any  corporation  now  existing,  nor  renew,  alter,  or  amend  the  same,  nor  pass 
any  general  or  special  law  for  the  benefit  of  snch  corporation,  except  npon  the 
conmtion  that  snch  corporation  shall  thereafter  hold  its  charter  subject  to  the 
proTtaions  of  this  constitntion." 

Abt.  369.  No  corporation  to  engage  in  bomnese  except  such  aa  directly  author- 
ized by  charter  "or  incidental  tnereto,"  nor  hold  any  real  estate  for  a  longer 
ptffiod  than  10  years. 

Abt.  367.  Stock  neither  to  be  decreased  nor  increaeed  "  except  in  pnrsnance  of 
general  laws,"  nor  without  the  consent  of  peraons  holding  the  larger  amoont  in 
value  of  the  stock.    •    •    • 

Akt.  371.  Identical  with  Article  XIV,  section  31,  Alabama,  beginning  with 
' '  Any  aaaociation. " 

Abt.  372.  Identical  with  Article  XTV,  section  31,  Alabama,  np  tO'  "Any 
aaeociation." 

Art.  374.  Consolidation  npon  60  days'  notice,  bnt  company  always  to  remain  in 
jurisdiction  of  the  State. 

Abt.  375.  "  Gteneral  laws  shall  be  enacted  providing  for  the  creation  of  private 
corDorations,  and  shall  therein  provide  fully  for  the  adequate  protection  of  the 
public  and  of  the  individnal  stockholder." 

Art.  283.  "A  railroad,  express,  telephone,  tel^raph,  steamboat,  and  other 
water  craft,  and  sleeping  car  commission  is  hereby  created;"  composed  of  three 
mepibers,  elected  by  districts. 

Abt. 284.  Powers  of  commission:  CompelattendanceofwitneaeeBandprodoction 
of  books  and  papers;  adopt.change,  ana  make  Justratesandregnlations;  prevent 
discriminationa;  hear  complaints;  aupervisemattereof  bridges,  depots,  switches, 
etc.,  etc.;  adjnst  rates  between  branch  and  trnnk  lines. 

Art.  385.    Appeals  from  decisions  of  commission  maybe  taken  to  Supreme 


Aet.  IV.— f^rt  third.    Legislative  power. 

Sbc.  18.  "Thelegislatnreahall.from  time  to  time,  provide  as  far  as  practicable, 
by  general  laws,  for  all  matters  generally  appertainmg  to  special  or  private  I^is- 
lation." 

Abt.  IX. — Qeneral  provisions. 

Credit  of  State  not  to  be  loaned. 

kabtlajto. 

Abt.  9. — Legislative  d^>artment. 

Sec.  48.  Corporations  may  be.  formed  under  general  laws;  bnt  shall  not  be 
created  by  special  act,  excwt  for  municipal  purposes,  and  except  in  caaee  where 
no  geuertu  laws  exist;  *  *  '  a  cotumittee  of  three  to  be  appointed  by  gov- 
ernor to  draft  general  laws. 
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MASSACHUBIiTTB. 
OoDtaiiiB  no  constitntional  proTisians  relating  to  railways. 
HICHiaAN. 
Abt.  XV.— Corporations. 

Sbc.  1.  Corporatioiu  to  be  formed  nnder  general  laws  only.' 

Sic.  T.  IndiTidual  liability  at  stockholders. 

Sxc  10.  No  conwration,  except  for  municipal  purposes,  or  for  the  constraction 
'of  railroads,  plans  roads,  and  cKoals,  shall  be  created  tor  a  longer  period  than  80 
yeara. 

Sec.  is.  Llmitatioii  for  holding  real  estate  ten  yeara,  "ezclnding  aoch  as  is 
^actually  occnpied  by  such  corporation  in  the  exercise  of  ita  franchise." 

MZHimBOTA. 

Art.  IX.—FinaTicea  of  the  State,  banJcs  and  bankiTtg. 

Bbc.  14b.  liimitation  of  municipal  aid  to  railways  to  10  per  cent  of  osseesed 
Talnation. 

Sec.  is.  Adopted  November  4,  1879.  Limitation  at  9  pet  cent  of  taxable 
jiioperty. 

Abt.  X. — Of  eorporatUmt  having  no  banking  priv3ege». 

Sec.  a.  None,  except  municipal  corporations,  to  be  formed  under  special  acts. 

Abt.  rv. 

Sec.  83.  Special  legialation  prohibited.    Also  the  amendment  of  special  laws. 
Iiatter  may,  however,  be  repealed. 
Sec.  34.  Provision  made  for  general  laws.  , 

Amendment  to  sec.  19,  Art.  IX,  of  Apr.  IS,  1S6S. 

State  loana  to  be.given  only  to  roads  in  whose  aid  Congreea  has  given  lands  to 
State  of  Uinnesota.  Loans  in  form  of  State  bonds,  bearing  7  per  cent  interest, 
myable  semi-annnally  in  New  York  City,  to  an  amonnt  not  exceeding  $5,000,000. 
ConditionB  of  these  loans  prescribed  at  some  length. 

MISSIBSTPFL 

Aet.  VL 


Art.  VIL— CorporatMwis. 

Sbo.  178.  Corporations  to  be  formed  nnder  general  laws  only.  Legialatnre  has 
power  to  change  or  revoke  any  charter  (now  revocable  or  hereafter  granted) 
"whenever,  in  its  opinion,  it  may  be  for  the  pnbUc  interest  to  do  so:  Provided, 
however, that  no  injustice  ahull  be  done  to  the  atockholdera."  Charters  not  to  be 
granted  for  more  than  09  years. .  Companies  holding  charters  for  a  longer  period 
may  anrrender  excess.  Legislatfire- may  otherwise  tax  the  "  increased  value  of 
aucn  property  andfranchises  arising  from  such  longer  duration  of  their  charters." 

Src.  179.  Charters  to  be  held  subject  to  constitution. 

Sec.  ISO.  Future  charters  subject  to  constitution;  all  charters  under  whic^ 
organiEation  not  effected  within  one  year  after  adoption  of  the  oonstitntion  to  be 
vmd;  also  all  charters  nnder  which  work  not  begnn  within  two  years  after 
granting. 

Bbo.  183.  Power  of  taxation  not  to  be  surrendered  or  abridged  by  any  contract. 

Art.  VI. 

Sbc.  183.  Monicipal  aid  forbidden. 

Sec.  184.  Identical  with  section  31,  Article  XIV,  Alabama. 

SEa  185.  Boiling  stock  considered  personal  property  and  subject  to  execntum 
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Sbc.  180.  ProTidsB  for  regolatioii  of  rates  and  fixing  of  penaltiea. 

Skc.  188.  Free  paaaee  to  "membera  of  legielature,  State,  district,  coonty,  en' 
mnnicipal  officers,  exc«pt  railroad  commissioiiers,"  forbidden. 

Seo.  J90.  Property  and  franchlsea  of  corporations  may  be  subjected'  to  pnblio 
nee. 

Skc.  IttS.  Contracts  ivaiving  right  of  anit  for  damages  void. 

Sec.  IM.  Same  as  section  8,  Article  XI,  nUnols. 

Sec.  197.  Lease,  iniTchase,  or  operation  of  a  railroad  of  this  State  by  a  foreign 
corporation  forbidden. 

^c.  198.  The  legislature  shall  enact  laws  to  prevent  all  tmsts,  combinations, 
contracts,  and  agreements  inimical  to  the  public  welfare. 

Art.  XTV. — Gena-al  provudong. 

Sec.  258.  State  aid  of  oorporatiuuB  prohibited. 

Missotnix 

,  Art.  rV. — Legislative  department. 

id  to  corporatioiis  prohibited. 
jiation  forbidden, 

Abt,  X. — Hevenii^  and  lojBation. 

Seo.  5.  "  All  railroad  corporations  in  this  State  or  doing  bnsiness  therein  shall 
be  subjected  to  taxation  for  State,  county,  school,  municipal,  and  other  porposes, 
on  the  real  and  personal  property  owned  or  used  by  them,  and  on  their  gross 
earnings,  their  net  earnings,  n-anchises,  and  their  capital  stock. 

Sec.  21.  Payment  of  950  to  SUte  treasurer  for  first  $00,000  of  stock,  and.SG  for 
every  $10,000  additional,  required  before  charter  grant«d. 

Aru  Xn. — Cofporatitnu. 

Sec.  4.  Bight  of  eminent  domain  to  apply  to'  property  and  franchises  of  cor- 


Art.  XII. 

Sec.  12.  Discrimination  prohibited  on  long  and  short  hauls. 

Sec.  13,  14.  Same  as  section  31,  Article  XTV,  Alabama.  TTnjuBt  dlscrimilia- 
tiona  also  prohibited,  and  legialatiire  to  pass  laws  establishing  reasonable  maxi- 
mum rates  for  freight  and  paseengers.  • 

Sec,  Ifl.  Rollin^stockandallotnermovable  property  held  subject  to  execution. 

Sec.  it.  Consohdation  of  competing  or  parallel  lines  forbidden;  also  lease,  pur- 
chase,  etc. ;  also  ofllceholding  in  rival  company. 

Sec.  18.  No  corporation  can  become  a  foreign  company  by  consolidation. 

Sec.  21.  Benefloi  of  future  legislation  denied  oxcein  on  condition  of  acceptance 
of  constitution. 

Sec.  23.  No  officer  of  railroad  to  be  directly  or  indirectly  interested  in  fnmish- 


munidpal  offloers,  etc. 
MOnTAKA. 
Akt.  XV. — Corporati<mt  other  than  tnunietptU. 

Sbc.  1.  Charters  under  wbicb  organization  not  yet  completed  void. 

8eo.  8.  AflBembly  has  power  to  Jter,  revoke,  or  annul  any  charter  of  incorpor«- 
tion  existlug,  or  which  may  hereafter  be  granted,  when,  in  its  opinion,  it  may  be 
Ininrions  to  citizens  of  State. 

SEO.  4.  Same  as  section  8,  Article  XI,  Dlinois  and  others. 

Sbo.  S.  Railroad  common  carriers;  legislature  has  power  to  contand  and  regulate 
all  rates,  all  roada,  the  right  to  bnild,  operate,  and  intersect  other  roads. 

Sso.  e.  Same  aa  section  IT,  Article  Xu,  Missouri  and  others. 


OONSTITOnoHAL  PROVISIONS  BKtATING  .TO  BAHWAYS.      999 

Sec.  T.  Same  as  Bection  S,  Article  XVII,  Arkansas,  and  diBciimination  among 
persona  forbidden. 

Ssc.  8.  Gonstitntion  to  be  accepted  before  benefit  of  fntnre  legislation  obtained, 

Skc.  9.  Bi^ht  of  eminent  domain  to  apply  to  property  and  franohises. 

Sec.  13.  "So  street  or  other  railroad  shall  be  constructed  within  any  city  or 
town  without  the  consent  of  the  local  anttaorities  having  control  of  the  street  or 
highway  proposed  to  be  occupied  by  snch  street  or  other  railroad." 

Sec.  15.  No  corporation  can  become  a  foreign  corporation  by  consolidation. 

Sec.  16-  Ckintracte  waiving  right  to  damages  void. 

Sec.  20.  Formation  of  trnets  oy  combination  within  or  wlthoat  the  State  for- 
bidden. -  Legielatnre  to  enact  appropriate  legielation. 

nSBRASKA. 

Art.  XI. — Cm-pomtiont — Railroad  eorporatiou*. . 
Sec.  %.  Rolling  st«ch  and  all  other  movable  property  snbject  to  execntlon  and 

Sec.  8.  Identical  with  section  11,  Article  XI,  Illinois,  omitting  last  sentence. 

Sec.  4.  All  roads  public  highways;  legislature  may  establish  reasonable  max* 
Imnm  rates  for  passengers  and  freight;  liability  of  companies  never  to  be  limited. 

Sec.  6.  Right  of  eminent  domain  to  apply. 

Sec.  7.  Abuses  to  be  regulated  by  law;  penalties  to  the  extent  <rf  forfeiture  of 
property  and  franchise  may  be  imposed. 

ITBVADA. 

Art.  ym. — Manicipal  and  other  rorparationa. 

Sec.  1.  Special  l^islation  forbidden. 

Sec.  6.  State  cre^t  not  to  be  extended  to  corporations. 

Sec.  10.  "Nocotinty,  city,  town,  or  other  muMci pal  corporation  shall  become 
a  stockholder  in  any  joint  stock  company,  corporation,  or  association  whatever, 
or  loan  its  credit  in  the  aid  of  any  snch  company,  corporation,  or  association, 
except  railroad  ccaporations,  companies,  or  associations." 

mrW  HAMPSHIRE!. 

No  constitutional  provisions  relating  to  railways. 


Art.  rv. — Ixgiatative. 

Sec.  11.  Special  legislation  for  corporations  forbidden. 

NBW  MEXICO. 

The  organic  code  cnntaiiiH  no  provisions  relating;  \o  railways. 

iraw  YORK. 

Art.  III. 

I  legialatnre  to  i 
tion,  association,  i 


Sec.  1.  State  credit  withheld. 

ART.Vin. 

dEC.  1.  "Corporations  piay  be  formed  under  general  laws,  bnt  shall  not  be 
created  by  genm^  act.  except  for  municipal  purposes;  and  in  cases  where,  in  the 
judgment  of  the  legislature,  the  objects  of  the  corporatiou  can  not  be  attained 
nnder  general  laws.  All  general  laws  and  special  acts  passed  pursuant  to  this 
section  may  be  lUtered  from  time  to  time  or  repealed." 

Sec.  10.  County,  cities,  towns,  and  villages  not  to  give  ntoney  or  loan  credit. 


1000  INPOSTKIAL   commission: — TKANBPOETATION. 

Aet.  XUI. 

Sbc.  8.  Onmtiike  or  promislitg  to  grant,  or  accepting  passee,  fnmkinRpnTil^re, 
or  Any  diBraiminaUtai  In  tatee  tor  tne  benefit  of  any  pnbllc  officer  proUbited. 

ITORTH  CAROIJITA. 
Akt.  v. — Revenue  and  taxation. 

Seo.  4.  State  credit  not  to  be  given  to  railroads  nnlew  th«y  are  nnfinished  at 
the  time  of  tbe  adoption  of  the  constitation.  or  sach  in  which  the  State  has  a 
peonniary  interest,  anleas  the  question  be  aubmitted  to  the  people  and  approyod 
by  them. 

Abt.  Vm. — Oorporatwrix  other  than  mtmioipal. 

Bbo.  1.  Corporations  oUier  tiias  mnnicipal  to  be  organised  under  general  laws. 
All  Boch  laws  and  special  acts  may  be  repealed  oi  altered. 
Seo.  i.  Debts  to  m  eeonred. 
Sec  S.  D^nes  oorpmations. 

NORTH  DAKOTA. 

Aet.  %.—Legi»lative  department.  , 

Seo.  69.  Special  legislation  in  favoi  of  railroada  forbidden. 
Aet,  T.—CorporaHona  otJier  than  municipal. 

Seo.  188.  Charters  held  anbject  to  constitntion. 

Seo.  "•    "  

Bec. 
ised. 
Sec.  189.  Consent  of  local  antborlties  concerned  necessary. 
Sec.  141.  Consolidation — same  as  section  6,  Article  XV,  Montana. 
^- 1*^- 1  Same  as  section  S,  Article  XV,  Montana. 


OHIO. 

Akt.  XII. — Corporatiom. 
Sec.  1.  Bo  spedal  laws  conferring  corporate  powers  to  be  passed. 


Abt.  TV.—Legialatiw  department. 
38.  Varions  kinds  of  special  legislation  prohibited,  bnt  corporations  not 
Art.  XI. — Corporationa  and  interaai  imprt/oeinenta. 

Sec.  S.  Organization  of  corporations  by  epecisl  act  forbidden.  All  laws  may 
be  chan^^ed  or  repealed,  "  bnt  not  so  aa  to  destroy  or  Impair  any  Tested  cori>orat» 
risbts." 

Seo.  0.  State  not  to  be  stockholder  in  any  company. 

Seo.  7.  Credit  of  State  not  to  be  loaned. 

Sec.  10.  New  oonuty  debts  limited  to  «S,000. 

PElTHBYT.VAinA. 

Art.  tX.~Taxatioa  andfinanoe. 
Sw.  6.  State  oiedit  not  to  be  pledged  nor  State  to  beooma  a  ■toAfaojto. 

...  u  Coogic 


CONBTITnTIOHAL  PEOVlSIONS  KfilATIHO  TO  RAILWAYS.      lOOl 
Art.  XVI. — Private  corpotatiimt. 

Szc.  3.  AH  chartere  to  be  held  robject  to  constitatloii. 

3kc-  8.  Right  of  emjneiit  domain  applicable  to  property  and  francbiMe. 

Sec.  6.  No  corporation  to  engase  in  bmdnees  other  tnac  ezptfiMlr  authorized 

_i  __.  ^-  v-ii  — .   .^-. 1  _.i ^ -yfor. ' *'- 


and  not  to  bold  real  estate  ei 
bneineee. 


AST.  XVUI.~~Baaroada  and  eanaU, 

'     8kc.  I.  Identical  with  section  21,  Article  XIV,  Alabama. 

Sxc.  8.  No  officer  of  corporation  to  be  interested  in  the  contracts  for  BnppUes 
and  material. 

Sec  7,  Preferencea  as  to  rHtee  and  facilities  forbidden. 

Sbo.S.  Free  ptuses  forbidden"  to  anjr  person  except  officers  or  employees  of  the 
company," 

RHODE  IBLAITD. 

ATnendintnt  to  Artide  IX. 

SbC.  1.  Oenetal  assembly  to  proTide  for  the  creation  and  control  of  oorporatloBS 
by  general  law;  bnt  no  corporation  to  acquire  the  right  of  eminent  domain  or 
foaochlee  except  by  special  act. 

SOUTH  CAROXJITA. 

Art.  Xn.— CorporaJtona. 

Sec.  1.  Corporatdons  to  be  framed  under  general  laws. 

Note.— All  acta  pledging  the  credit  of  tlie  State  for  the  benefit  of  corporate 
body  were  repealed  oy  apodal  "  ordinance  "  of  March  IR,  1868. 

SOUTH  DAKOTA. 
Art.  XVU. — Corporationg. 

Seo.  1.  Special  l^islation  forbidden. 

Sec.  S.  Charters  held  subject  to  co»etitnt4on. 

Sec.  4.  Right  of  eminent  domaitrto  extend  to  property' and  franchisee. 

Seo.  7.  No  corporation  to  engage  in  bosineBe  not  apeoiflcally  named. 

Seo.  9.  Leraelatnre  has  power  lo  alter,  revise,  or  annnl  any  charter  for  pnblio 
good  "  in  sndi  maimer  that  no  injustice  shall  be  done  to  the  incorporators.  No 
law  hereafter  enacted  ahall  create,  renew,  or  extMid  the  charter  of  mpre  than  one 


Sec.  18.  "  Rolling  stock  and  all  other  movable  property"  subject  to  execntion 
and  sale. 

Sec.  14.  Same  as  section  9,  Article  XV,  Montana,  except  relating  to  consolida- 
tion of  railroads  only,  and  omitting  olanse  rrieiring  to  office  holding. 

Secs.  is,  10.  Same  aa  eeotiou  31,  Article  XIV,  Alabama,  bnt  referring  to  raU- 
Toads  only.    Legislature  given  right  to  control  rates  of  freight  and  paaeengers. 

Sec.  17.  Same  aa  section  7,  Arnole  ZI,  Nebraska. 

Sec.  so.  Monoptdies  and  tnuts  forbidden.  Adopted  as  an  amendment  at  eleo- 
tion  of  1806. 


Art.  'R.^LogMoHve 


"  No  bonds  of  the  State  shall  be  issued  by  any  railroad  company  which 

)  of  Its  aoolication  for  the  same  ahall  be  In  defaolt  In  paying  interest 

)  prerionsly  loaned  to  it  or  that  shall  hereuter  and  before 

snch  application  Bell  or  absolntely  dispose  of  any  State  bonds  loaned  to  it  for  less 


npon  the  State  bonds  prerionsly  loaned  to  it  or  that  shall  li 

snch  appllc"'^ "  — ■>-— ■■-»-»-  =■ ■ n^-..-  t —  >_ 

than  par." 


Art.  Xl.—Xi»ceUaneourprovuiotu, 
Sec.  8.  All  special  legislation  forbidden. 
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INDU8TBIAL  OOMM18BIOW : — TEANSPOKTATION. 


Art.  IIl.~-Legiilative  department. 

Sec.  91.  Btate  aid  to  individoAlA  and  corporationfl  forbidden. 
Seo.  53.  Cooniri;,  citT,  town,  etc.,  aid  also  prohibited. 
Sec.  64.  State  uens  apoii  railrosda  can  not  be  changed. 
Sec.  50.  Special  legiafation  forbidden. 

AST.  X.—BaUroadt. 

Segb.  1,  S.  Same  as  section  31,  Article  XTV,  Alabama,  except  applying  to  raCI- 
loada  only,  and  also  giving  legislatiTe' power  to  correct  abuses,  prevent  discrimi- 
nations,  and  fix  penaltleB. 

Sec.  4.  Boiling  stock  and  otber  movable  property  subject  to  execntion  and  sale. 

^c.  0.  Consolidatiou  with  or  office  holding  in  competing  or  parallel  lines 
forbidden. 

Sec.  8.  Benefit  of  fatore  legislation  withheld  nntil  coustitation  subscribed  to. 

Sec.  9.  No  railroads  hereafter  constructed  to  pass  within  3  miles  of  a  ooonty  seat 
withont  passing  through  same,  and  establish  a  depot, "  unless  prevented  by  nat- 
ural obstaclee,  such  as  steeams,  hills,  or  monntaina;"  provided  city  (or  town) 
'---"it  of  way  and  land  enough  for  depot  purposes. 

Abt.  XIV.— Public  landt  and  land  offlee. 


Art.  VI. — Legislative  department. 


Aet.  Xn. — Corporation*. 

Sec.  1.  Corporations  to  be  formed  under  general  laws,  aud  all  such  laws  may 
be  changed  or  repealed. 

Sec.  a.  Ejdsting  corporations  to  accept  cooBtitution. 

Sec.  8.  Legislature  shall  not  extend  or  validate  any  franchise. 

Sec,  10.  Corporations  limited  to  authorized  objects. 

Sec.  is.  All  railroads  common  carriers,  and  to  carry  freight  and  passengera 
without  discriminatioQ. 

Skc.  13.  Competing  roads  not  to  be  consolidated. 

Sec.  14.  Rolling  stock,  etc.,  considered  personal  property. 

Sec.  is.  Legislature  to  prescribe  maximum  rates. 

SsG.  IT.  Employee  of  a  corporation  can  not  hold  municipal  office  iu  the  mnnlcl- 
pality  which  granted  the  franchise. 

8bc.  90.  Trusts  and  combinations  forbidden. 

VIRailfIA 

Art.  X. — Taxation  and  finance. 

Sec.  13.  State  credit  can  not  be  granted. 

Seo.  14.  State  can  not  become  a  stockholder. 

Seo.  15.  State  can  not  become  a  party  to  internal  Improvements. 

WABHINaTdN. 

AST,  I. 

Seo.  S.  Nd  law  granting  irrevocably  any  privilege,  franchise,  orimmnni^  shall 
be  passed  by  the  legislature. 
^c.  28.  ^Mwial  legislation  forbidden. 
Sec.  39.  "A(UtcoJ?toera"  forbidden  to  use  passes,  eta. 


.vCoogIc 


Sec.  5.  State  credit  not  to  be  loaned. 


may  be  altered  or  r<.,_.  _ 
Sec.  2.  Charters  or  fracadtaoBB  not  to  be  extended  or  forfeiture  remitted. 
Src.  9.  State  can  not  be  a  Btockholder, 
Sec.  10.  Bight  of  eminent  domain  to  apply. 
Sbc.  13.  Almost  identical  with  section  31,  Article  XIV,  Alabama. 
Sec.  14.  Pooling  of  eaminge  forHdden  with  any  o 
Sec.  15.  Discrimination  in  ratee  forbidden. 
Sec.  16,  Consolidation  of  competiiig  lines  forbidden. 
Sec.  17.  Boiling  stock,  etc.,  personu  property. 
Sec.  18.  Legislature  to  pass  laws  for  reffolatkiD  of  feres  and  freights. 
Sec.  30.  FreepasseetomemberBoflegislatareaifdpnblic    "         '    "  ' 
Ssc.  21.  No  discrimination  against  expreea  companies. 
Sec.  39.  Trusts  and  monotwhes  forbidden. 

WB8T  VTBOZNIA. 

Akt.  XI.— Corporattone. 

Sec.  1.  Corporations  to  be  organized  under  general  laws. 
Skc.  4.  Identical  with  section  8,  Article  XI,  Dlinols. 
Sec.  8.  Boiling  stock,  etc.,  considered  perstmal  property. 


.'.  Bailroads  declared  pnblic  highways.    L^slatore  to  make  laws  estaV 

UHhing  reasonable  maximnm  rates  and  the  preventing  of  abnsee  and  diecrimina- 

Sec.  10.  Legislatnre  to  require  railroads  mnnlng  within  one-half  mile  of  a 
town  or  Tillage  to  establish  a  depot. 

Sec.  11 .  Consolidation  with  parallel  or  competing  lines  forbidden. 

Sec.  13.  Right  of  entlnent  domain  to  apply  to  property  and  franchisee  of  rail- 
roads. 

Note.— Abont  half  a  dozen  othm  constitutions  contain  provisions  of  a  similar 
natnre.  Usnally  8  miles  is  the  distance  taken,  and  the  county  seat  the  point  con- 
cerned. They  are  to  pass  through  latter  in  one  instance  "if  no  natural  obstacle 
intervenes."    (See  sec.  9,  AH.  X,  Texas.) 

OKIiAHOKA. 

Organic  act,  section  8.  *  <*  *  "  This  further  provided  that  the  legialatnre 
shall  not  authorize  the  isaning  of  aur  bond,  scrip,  or  evidence  of  debt  by  the  Ter- 
ritory, or  any  town,  city,  or  county  therein,  for  tne  (xmstmction  of  any  r^iiroad." 

Note. — The  organic  codes  of  New  Mezico-  and  Arizona  contain  no  mention  of 
railroads. 


Art.  ZI. — Corporatiim». 

be  granted  b 
datnre. 

Art.  IV. 

Sbo.  31.  Special  legislation  forbidden  for  granting  corporate  powers,  i 

Art.  VUL 
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Art.  I. — jyedaration  of  ri{/ht*. 

Skc.  80.  Monopolies  and  perpetoitiee. — FerpetnitieB  and  nunuqilieB  are  contrary 
to  Uie  genius  of  a  free  state,  and  shall  not  be  aUowed.  Corporations  being  creft- 
tnres  of  the  State,  endowed  for  the  public  good  -mih  a  portion  of  ita  sorereign 
poweip,  innst  be  enbject  to  its  control. 

Art.  m. — L^iglative  department. . 

Sbc.  Zt.  Special  and  local  laws  prohibited.  The  legislatnre  shall  not  pass  local 
or  special  laws  in  any  of  the  following  ennmerated  cases: 

A  long  list  of  subjects  is  here  enomerated,  including  "  the  ri^ht  to  lay  down 
lallroad  tracks,  or  any  special  privilege,  immnnitr,  or  franchise  '^hateVer,  or 
amending  existing  ch^-ter  for  snch  purpose."  In  all  other  cases  where  a  general 
law  can  be  made  applicable  no  special  law  shall  be  enact«d. 

Sbc.  89.  Political  nnits  prohibited  from  aiding  railway  oonstmction,  or  loaning 
dvdit  or  otherwise  contracting  an  indebtedness. 

AaT.  X. — CoTporaiiotu. 

Sbc.  1.  Corporations  organized  under  general  law. 

Sbo.  a.  All  Iranchises  subject  to  contivl  of  legislature. 

Sbc.  8.  All  previously  granted  special  charters,  not  yet  in  actual  <q)e»tion, 
declared  void. 

Sbc.  4.  Laws,  oontracts,  and  agreements  limiting  liabUity,  illegal. 

Sbo.  6.  Full  acceptance  of  constitntion  before  boaineeB  can  be  nansacted. 

Bbc.  6.  CorporatKHis  engage  in  only  one  line  of  bustnees  specified  in  charter. 

Sbo.  i.  AgraicieB  of  tnuisportation  and  conunnntcaUoa  declared  to  be  common 
carriers.  i 

Sbc.  8.  Combinationa  to  prevent  competition  or  influence  prices  j^Mhibited,       > 

Sko.  S.  Bight  of  eminent  domain  and  public  use  to  iqtply  to  corporate  pnqwrty. 

In  addition  the  constitution  of  Wyoming  contains  nine  sectionB  specially  devoted 
to  railways,  aa  follows: 

Sbc.  1.  GhrantB  power  to  construct,  operate,  intersect,  comiect,  etc.,  without 
discrimination. 

Sbc.  2.  Bailwaya  and  tel^Taphs  declared  common  carriers,  "and  as  such  must 
be  made  by  law  to  extend  the  Sfmie  eauaUtyand  impartiality  to  all  who  use  them, 
excepting  employees  and  their  fanmiee  and  ministerB  of  the  Oospel,  whether 
individnala  or  corporations." 

Skc.  8.  Shall  make  annual  r^mrt  to  auditor  of  the  State. 

Sec.  4.  Uay  exercise  right  of  eminent  domain,  but  l^islature  reserves  power 
to  subject  frwicbise  and  property  to  public  use. 

Sbo.  6.  All  politicMl  nmta  enjoined  from  aiding  b]r  donations,  louts,  credit,  et«. 

Sko.  B.  Constitutivn  must  be  accepted  before  bnainees  can  be  done. 

Sbo.  6.  Foreign  corporations  most  appoint  l^al  repreaoitative  In  State. 

Sbc.  9.  DepotstobeeetabliBhedwhen tailwayanm within fourmileeofatown. 
"  No  railroad  cotn^ny  shall  deviate  from  the  most  direct  practicable  line  in  con- 
structing a  raUroaa  for  the  porpose  of  avoiding  the  provimons  of  this  seotiou." 
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TAX4TI0N  OF  TKANSPOETATION  COMPAMIE&- 


Chap.     I. — Development  of  tlie  taxation  of  b^nsportation  companies 1009 

A.  Fint  period— PnbUc  aid  and  tax  exemption 1007'' 

B.  Second  period — IncreadngandmoreTUkifonntaxation.  1011' 

C.  ^)ecial  linee  of  development lOlB; 

D.  Miscellaneons  transportation  and  truismiBBion  compa- 

nies   lOIS' 

E.  Other  expanding  practices 1017' 

Chap.    II.— Analyals  of  present  methoda  of  taxing  transportation  oom- 

paqies 1018' 

A.  The  property  tax  principle _.  1018'' 

B.  The  income  tax  pnndple 1029 

C.  The  fee  or  benefit  principle 1028 

D.  Local  taxation ■. 1080 

K  Uniformitf  in  railwaj  taxation  amoi^  the  States 1088 

Chap.  III.— Double  taxation 1084 

A.  DonUe  taxation  by  the  same  jnrisdiction 108B 

B.  Doable  taxation  by  competing' jnrisdictionB 1087 

C .  Donble  taxation  of  corporation  and  secnrity  bolder 1048 

Chap.  IV.— Snnunary  otexiBtinglegisUtioii 104fi 

A.  Railroad  companies 1040 

B.  Telegraph  companies 1016 

C.  Tele^ione  companies  .- 1048 

D.  Express  compimiee 1048 

E.  Sleeping,  parlor,  and  dining  car  companies 1047 

P.  Frelf^ht  line  and  equipment  companies _  1047 

G.  Navigation  companies 1047 

H.  Tax  on  corporate  chart«n 1048 

Crap.    V.-MIkmstitntional  ana  etatnte  provisions,  by  States 1048 

Alabama - ,..-  104S 

Arizona • 104B 

Arkansas - _.- 104> 

California lOOO 

Colorado 1061 

Connecticnt lASl 

Ddawaro _ 1062 

Florida lOBK 

Georgia .-_ : 1064 

Idaho ^ 1064 

minoifl _ 1068 

Indiana 1066 

Iowa..- lose 

Kansas _ 1067 

Kentucky 1058 

Loalelaoa 1068 
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Chapter  I. 

DEVXLOFXEHT    OP    THE   TAZATZOIT   OF   TBAHSFOSTATIOH   COX- 
FAHIEB. 

In  its  report,  issaed  in  1880,  the  railway  tax  committee  ■  asserted  that  "  there  is 
no  method  of  taxation  possible  to  be  devised  which  is  not  at  this  time  applied  to 
railroad  proi>erty  insomepart  of  thisconntry."  When  this  statement  was  made 
the  States  were  passii^  tbrongh  a  middle  experimental  stage  in  their  taxation  of 
transportation  companies;  ana  though  twenty  years  have  ^ce  elapsed,  another 
period  of  more  definite  exoeriment  has  only  jnst  begnn.  A  chaos  of  tax  systems 
ahnost,  if  not  qnite,  ecnal  to  that  which  confronted  the  committee  still  preraila. 
Bat  confused  and  conxosin^  as  railway  tax  laws  have  been  and  still  are,  both 
legislation  and  jadidal  decision  give  evidence  of  progress  toward  a  better  state 
of  tilings.  Even  prior  to  1879,  the  year  of  the  activity  of  the  committee,  clearer 
comprehension  of  tax  problems  to  be  solved  had  already  set  on  foot  a  movement 
tea  reform;  and  the  past  two  decades  have  witnessed  changes  still  more  notably 
in  the  same  direction.  It  is  the  general  trend  of  these  changes  which  this  chapter 
attempts  to  describe. 

In  the  developing  of  its  transportation  facilities  the  United  States  has  acted  as 
a  group  of  commanittes  at  widely  different  sta^  of  industrial  development. 
After  the  East  had  in  a  measure  settled  the  question  of  an  adequate  transporta- 

>  The  report  ol  this  cominlttco  w  entitled  Taxation  of  RaUioadi  and  Railroad  Seeotmea.  The 
commltlee.  the  membera  of  wblcb  vers  C.  T.  Adams,  Jr.,  W.  B.  Wlllluns,  and  J.  B.  Obdlf,  was 

appointed  at  ■  convention  of  State  nllrood  comnilaatonen  to  report  metliods  of  taxation  nspcctliis 
mllroad!!  and  railroad  BMUtltlei, 
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mettaodBot  railroad  taxation,  some  mistake  in  the  developingof  which  theStat«s 
of  the  West  were  enbe^nently  enabled  to  avoid.  But  in  the  main  the  general 
conree  of  the  development  has  been  the  same  in  both  sectionB,  and  the  same  con- 
Bervative  attitude  toward  innovation  is  to  be  noted  thronghont. 

In  tracing  the  conrte  of  this  deTelopment  it  will  be  convenient  to  gronp  the 

.  Bnccesaive  steps  within  two  periods.    To  be  sure,  it  will  not  be  possible  to  assign 

any  definite  chronological  limits  to  these  separate  stages;  bat  the  distinctive 

features  in  the  process  of  change  are  so  prominent  as  to  group  themselves  broadly 

within  the  two  periods  which  are  here  adopted. 

The  first  of  these  stages  was  characterize  by  the  policy  of  sabsidy  and  exemp- 
tion from  taxation  and  by  the  introdnction  of  tax  methods  whicb  were  made  to 
operate  very  leniently  toward  the  railroads.  Tnis  period  may  be  said  to  have 
ended  with  the  close  of  the  first  decade  after  the  civu  war.  The  second  or  pres- 
ent stage  has  been  characterized  chiefly  by  the  adoption  and  extensioD  of  definite 
methods  of  r^way  taxation,  in  the  main  distinct  from  the  general-property  tax 
as  ordinarily  administered  in  the  taxation  of  individuals. 

A.  FIBST  PERIOD— PUBLIC  AID  AND  TAX  EXEMPTIONS. 

1.  Btata  oonstniotioli  of  laUioads. — One  reason  for  the  slight  progress  which 
has  been  madein  the  field  of  raUway  taxation  is  to  be  found  in  the  comparatively 
recent  origin  of  the  railway  systems  themselves.    The  bwlding  of  railroads  in 

the  United  Stat«s  had  scarcely  Degun  before  1880,  and,  from  the  financial  stand- 
point, it  was  not  until  after  the  period  of  the  civil  war  that  the  ultimate  success 
of  the  railroad  experiment  was  assured.  In  1S30  population  was  sparse  and  the 
capital  of  the  country  was  limited,  At  that  time  the  States  themselves  were 
<^aite  widely  engaged  m  ^orks  of  int«mai  improvement,  but  witlT  the  introduc- 
tion of  raOwaya  the  States  appear  to  have  been  averse  to  engaging  directly  in 
this  new  form  of  enterprise,  with  the  result  that  the  constmcfion  of  railway 
lines  was  left  chiefly  to  individual  initiative.' 

2.  State  and  local  aid. — Capital,  however,  in  addition  to  the  mere  fact  of  its 
scarcity,  was  hard  to  secure  for  investment  in  an  enterprise  which  gave  no  pros- 
pect of  substantial  or  immediate  returns.  Under  these  circnmstances,  it  was  but 
natural  that  the  varioos  State  legislatares  should  be  impressed  rather  with  the 
expediency  of  stimulating  raUway  investments  by  special  auxiliary  enactments 
than  of  restricting  their  extension  by  the  imposition  of  taxes.  Accordingly,  with 
a  view  toward  encouraging  the  growth  of  a  service  which  was  seen  to  be  of  vital 


ie  Instances  ol  Independen I  action  on  tbe  part  o[  States  In  tbe  construction  and  owner- 
Inca,  aawell  ucues  wbere  State  policy  l'>olied  definitely  towanl  Slate  Ottnenbip;  bnt 
re  botb  relatively  rare  In  nomber  and  almost  entirely  limited  to  tbe  early  period  ol 


to  eatlntate  Itit 
lowing  Tear  tt 
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>n  are  to  be  loubd  In  the  State's  general  appropriation  bills. 

la  during  tbe  thirties  the  State,  through  tbe  agency  of  a  board  of  State  commlnlDnen, 
1  Uie  Weaum  and  Atlantic  Railroad,  ^hia  road  waa  operated  by  tbe  Stale  antll  1870,    It 
uas  once  oeen  operated  under  lease  by  private  parties.    The  rental  lor  leoo  amounted  to  tiX.OVi. 

During  tbe  thirties  Ulchigan  projected  an  elaborate  plan  ol  railway  constnicllon  under  the  direc- 
tion ol  a  board  ol  Internal  [mprovement.  This  plan  provided  for  thebnilding  of  a  northern,  a  central, 
and  a  southern  road.  Pbe  oorthem  project  waa  abandoned  in  1S41  and  a  tragon  road  constructed 
Instaid:  but  large  sums  were  expended  on  the  central  and  southern  lines  up  to  1846.  when  ihey  were 
sold  toprlvate  partiesand  Incorporated,  respectively,  aa  the  Michigan  Central  and  Michigan  South- 
em  lines.    In  both  cases  tbe  State  reserved  the  right  to  repurcbaxe  after  January  l,  isei. 

In  Uassacbuselts.  to  Illustrate  further,  the  State  look  an  active  interest,  almost  akin  to  ownership. 
In  tbe  construction  of  tbe  Troy  andGrecnllcld  Railroad  and  Hoosac  Tunnel,  In  isratbe  legislature 
provided  tbat  the  interest  of  the  State  In  the  Hoosac  Tunnel  should  never  be  eold:  end  since  that 
lime  large  sums  bavc  been  devoted  to  tbe  Improvcinent  of  that  line  [e.g., In  1863.  taM,M2',  In  !«M, 
t6«,«»)- 

ina  number  of  Instances  early  State  policy  In  Incorporating  r"—' '-  '--'-"■ ■■-'-- 

MHlbillly  of  Bubcequcntstateonnenhip.    Por  instance,  durint 

-  cbarti'ffl  of  the  Sew  York  and  Albany,  (he  New  York  and  Erie,  the  Utlcn  and  Schenectady,  and 
JT  roads,  reserved  the  right  ol  nurebase,  to  lake  effect  within  a  period  o(  five  years,  beginning 

jeara  alter  Incorporation.    In  Massacbosetlscharttraol  the  eariy  Iblriles  the  righ'  "'  — ^—i— " 

wasrescrvedlorlenyears  (c,g,,ln  thecharicraof  the  Franklin,  the  Boston.  Provldeni 
—  "--  "  -mand  Lowell,  and  othr '-      "'-" '-■— ~  ■-  ' '-'-■ 


the  charti'iiiVt  thVSew  York  and  Albany.  (heNew  York  andftrTeVthe  uii™  "and  Scheri 

oads.  reserved  the  right  ol  nurebase,  to  take  effect  within  a  period  o(  five  years,  __„ , 

IS  alter  Incorporation.  In  Massacbusetlschart^'raol  the  eariy  Iblnles  the  right  of  purchasi 
crved[orlenyears(c,g,,ln  thechaneraof  the  Franklin,  the  Boston.  Providence  and  Taun- 
ton, the  Beaton  and  Lowell,  and  other  roads).  Simitar  provisions  arc  lobe  lound  afeir  ycam  later 
In  chnrteru  granted  by  Kentucky  and  Michigan.  In  the  latter  State  at  iraj-t  a  single  fnntanee  ol 
actual  purchase  Is  to  be  found,  namely,  In  1841,  when  the  Slate  purchased  the  River  Raisin  and  Lake 
Erie  Railroad  and  joined  It  to  the  Southern  State  road. 

A  recent  instance  ol  contemplated  State  ownership  Is  furnished  by  Arkansas  where.  In  1897,  a 
Stale  board  was  created  to  locate,  establtsh,  and  operate  State  railroads  and  telefmipha. 
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tniblic  importance,  special  aids,'  partial  oi  even  complete  ezemptioDs  from  taxa- 
tion, and  lenient  tax  methods  were  frequently  made  the  snojects  of  general 
statute  and  special  charter  proviaioua. 

By  I860  the  practice  of  granting  aid  to  railways  was  widely  prevalent.  The 
ontbreak  of  the  civil  war  put  a  temporary  check  to  the  practice;  but  in  1865, 
particnlarly  in  the  South,'  it  became  even  more  marked  than  before  the  war.  By 
i87B,  however,  the  practice  began  to  fall  into  disfavor.  In  18T4,  for  instance,  the 
legislatnre  of  GleorKia  provided  that  no  more  State  aid  should  be  given  except  where 
a  road  had,  a  vested  ri^ht  to  the  same.  In  1875  Alabama  repeated  her  railroad-aid 
act  of  1865,  and  Illinois  in  1877  legislated  that  counties  conld  not  be  held  liable 
after  1880  for  any  aid  which  they  had  promised  railroads. 

In  a  few  instances,  however,  tlie  practice  has  persisted  np  to  qnite  recent  years. 
Sach  has  been  the  case  in  Kansas,  where,  as  late  as  IB87,  tlie  legislature  empow- 
ered the  connties,  cities,  and  townships  of  the  State  to  aid  railways  by  granting 
them  subsidies  and  subscribing  to  their  stock;  in  Maine,  as  lat«  as  1891  and  1893, 
when  Washington  Coonty  was  anthorizcd  to  guarantee,  for  thirtr  years,  5  per 
cent  interest  on  $650,000  bonded  debt  of  the  Maine  Shore  Line  Railroad,  as  well 

>  AM  gnnled  Ut  nilioMlB  was  of  dlfleieut  tj^pcs.   The  followliig  clualflcmdoii,  kcccoDpuiled  by 
brief  11]  unntioDS,  will  scire  to  difleiencjate  thoaetTpea; 
Slaleatd: 

(1)  By  geaoral  enactment, 
(a)  Onuita  of  IsniJ. 

e.g,,I(iwB,1SfiS.    B&lliauJi  vere  empowered  to  occupy  an;  Stale  luidi  wltboot 
Uie  pajmcDt  of  damasea. 
(ft)  Granlj  and  loans  of  monpy  and  seturlly. 

e.  g.,  Alabama,  136B.  The  Blate  agreed  lolndone  the  flnft^mortftajie  bonds  of  raJl- 
waye  lo  the  extent  ol  112,1)00  per  mile  lor  each  20  mllea  of  road,  ta  com- 
pleled,  and  tlG,DOO  per  mile  for  each  b  miles  as  completed,  beyond  the  flitt 

{!)  By  lipeclal  ennctmenL 

[at  SubscripUons  lo  stocli. 

*e.g.,MaHactiuBelU,  IS36.    Btate  tn 
a(  atncli  in  the  Weaierc  Ball 
(ft)  Granta  of  land. 

e,B.,MiDDesola,lBS2Bnd  ises.    Ni 
the  Root  River  and  Sonlhen 
railrOBd  eompanlea 
(e)  Grania  and  lonni  of  money  and  security. 

e.g., Maine,  ISSS.   The  State  agreed  U>  pa-f  the  necenary  lncldeiital  eipensea  of 
BurreylDg  tbe  Belfaat  and  Quebec  Railroad;  eipeiiBea  not  bi  exceed  K,000. 
lo  be  refunded  the  State  three  years  after  compleaon  of  reed. 
UasBachuseta,  1S37.    rive  million  dollan  loaued  to  the  Eastern  Railroad 

Company, 
California,  IMS.  Tbe  Bute  agreed  to  pay  tbe  Central  Padflc  Railroad  Com- 


Locai  alA  (antborlzed  by 
(1)  By  general " 


iwii.on  completion  of  20  miles  ol  tlce,  (10,000  for  each  mile,  coastnictcd; 
only  1100,000  Co  be  paid  during  the  first  two  flaca!  yeus. 


elg.inilnols,  IMS.  Conntlesandmnnlclpatltleaautborlzed  tosDbscrlbetcrailwmr 

(A)  Gmnla  and  loans  of  money  and  aecurlty. 

e.g., Call lomla,  ISTS.  Conntles  authorliod  to  iMtie  rallroad-ald  bonds,  not  (a 
exceed  In  aggr^^te  amount  6  per  cent  of  the  taxable  value  of  iirop«ty  in 
those  couDlJes;  aid  lo  be  granted  any  companies  after  6  miles  of  road  bave 


(2)  By  special 

(a)  eubscTtptlons  lo  stock. 

e.g.,  Kansas  1866.  CitlesandconnUeeauthorltcd  to  subscribe  (oshara  of  stock  In 
the  Kansas  Central  Railroad  Company. 
(ft)  Grants  and  leans  of  money  and  security. 

e.g.,  Alabama,  1B69,    Mty  of  Mobile  authorized  lo  tasne  bonds  lo  aid  the  Mobile 
and  Great  Northern  Railroad  Company. 
Michigan,  ISM.    Count;  of  Bay  authorised  to  lasne  bonds  to  aid  In  the  coo- 
stnicUon  of  a  railroad  from  Bay  aty  lo  East  Saginaw. 
■  For  InitancG,  In  Arkansas  wc  find  the  following  In  1867:  The  Riale  promises  aid  to  any  railroad  at 
the  rate  of  tl.OOO  per  mile  of  line  constructed  tip  lo  the  maximum  limit  of  100  mllen.  tbe  Slate  lo 
be  paid  Iniereai  ou  thcainiuand  to  be  secured  by  a  Hen  on  the  railroad:  and  again  In  IMSaulhorlia. 
tlon  of  aid  was  made  lo  the  amount  of  115,000  per  mile  lo  such  roads  as  had  not  received  giania  of 
United  BtaleslandH,  and  of  tl 0,000  per  mile  to  such  as  had  secured  such  grants,  upon  condition  (11 
thatthetoulaldsbonldnotapply  to  more  than  850  miles  of  road:  (2|  that  a  lax  equal  lo  the  amount 
Ol  Intereston  the  State^ald  bonds  should  be  levied  against  the  rallrowls  until  the  bonds  sbouid  tie 
canceled,  and  {S)  that  Ave  vcars  after  Ihc  rampletlon  of  any  road  receiving  such  aid  2  percent  addi- 
tional should  be  levied  upon  the  whole  amount  of  State  aid. 


To  lUuMrale  further,  the  leglalature  of  OeoiKia  [n  1868  authorised  the  Indorsement  of  the  bonds  at 
the  Uacon  and  Augusta  Railroad  Company  lo  the  amount  of  tlO.OOO  per  mile  of  road,  as  well  as  of 
those  of  IheGeoTKu  Air  Line  (« the  amount  ol  (12,000  per  mile  of  road,  with  an  aggregate  mailmnm 
ol  (SOa.000,  besides  granting  ^d  to  numeroua  otber  lines. 

tn  the  Korth,  too,  the  revival  of  the  aid-granting  policy  Is  exemplUled  In  numerous  land  grants. 
SD(A  as  tbose  In  Ulchlesn  and  Minnnota  mm  18er>  lo  IBTO,  and  In  loans  of  funds,  such  as  that  by 
Kassacbusetts  ol  ta,OOD,00D  lo  (he  Boston,  Hartford  and  Erie  Rallniad  Company,  of  KJOnW  to  tba 
Boston  and  Albany,  and  of  tKIP,COt)  to  thf  Lee  and  (lew  Haven  Compan;  In  Uff. 
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sa  to  Babscribe  to  tbe  stock  of  the  ^  ashington  Coanty  Baitrosd  Compaxiy,  and 
in  Iowa,  where  local  aid  has  been  authorized  ae  late  aa  1894.' 

It  would  be  impracticable  to  estimate  the  relative  amonntB  of  State  and  local 
aid  whicl^  have  lieeu  grwited  to  the  railroads  of  the  country.  It  iB  a  notorione 
fact  that  immenae  Boms  have  been  bo  granted  by  both  classea  of  authoritieB.  Bnt 
anrface  indlcatiooB  pcdnt  to  the  fact  that  aid  from  local  authorities  has  exceeded 
in  amount  that  from  the  State  govemments.  A  sincrlfl  typical  instance  will  serve 
to  give  a  notion  of  the  extent  to  which  poBBibilitiee  of  securing  aid  were  embraced 
by  the  railways.  In  Illinois,  as  reported  by  the  State  anditor  of  pnblic  acconnts 
in  !8T2,  over  |l,900,000  had  been  granted  under  the  act  of  1865,  and  over  tl,400,d00 
nnder  the  act  of  1869. 

8.  Exemption  of  rallroadfl  from  taxation. — The  practice  of  granting  exemp- 
tion from  taxation  never  became  so  prevalent  as  that  of  direct  aid.  It  reached 
its  heifrht  probably  during  the  decade  or  two  snbeequent  to  the  civil  war,  when, 
generally  in  the  form  of  specific  grant,  it  came  to  be  used  Bometimee  as  a  supple- 
ment to,  and  in  some  cases  as  a  snbetitiite  for,  the  policy  of  more  direct  aid.  I>ar- 
ing  the  past  two  decades  the  practice  has  persist«d  where  loctU  conditions  have 
warrant«d  its  continoant^e;  but  of  recent  years  the  tendency  has  been  so  far  in 
the  direction  of  its  entire  abolition  that  only  a  few  survivals  are  any  longer  to  be 
found.  In  }few  Hampshire,  for  iuBtance,  railroad  lines  are  still  exempted  from 
taxation  for  a  period  of  ten  years  after  their  construction.  In  New  Mexico  a 
similar  provision  is  in  force,  except  that  the  exemption  is  for  a  period  of  but  six 
years.  Another  isolated  example  is  to  be  found  in  Lonisiaiia,  where  the  Consti- 
tution of  1898  provided  for  the  ten'yeara  exconption  of  all  railroad  linee  cdn- 
Etmcted  in  that  State  before  1904. 

The  whole  tendency  among  the  States  of  recent  veara  has  been  to  wipe  out  the 
laat  veatiges  of  railroad  exemption  privileges.  Only  a  few  instances  of  this  tend- 
ency need  be  cited.  In  North  Carolina,  prior  to  1891 ,  three  of  the  most  impor- 
tant railways  in  the  State  were  exempted  from  taxation.  In  that  year,  however, 
as  the  rnHult  of  persistent  effort  on  the  part  of  State  anthoritiee,  these  exemptions 
were  sarrendered.  In  Arkanaas  the  Cairo  and  Fulton  Kailroad  (now  part  of  the 
St.  Looia,  Iron  Mountain  and  Southern)  was  exempt  from  taxation  under  its 
charter  untU  it  should  yield  a  net  profit  of  10  per  cent  on  its  investment.  The  reali- 
zation of  this  financial  condition  the  railroad  management  was  carefnl  to  avoid, 
BO  that  the  term  of  the  exemjition  was  indefinitely  extended,  A  few  years  ago, 
however,  the  company  reorganiied.  The  State  was  not  slow  to  realize  its  oppor- 
tunity, and  after  a  suit  at  law  the  company  lost  its  exemption. 

In  Michigan,  to  illustrate  further,  the  legislatnre  of  1891  passed  alaw  promisinR 
ten  years  exemption  from  taxation  to  all  rstuway  lines  which  should  be  conatmctea 
in  that  State  north  of  the  forty-fourth  parallel  of  latitude.  In  189T  the  legislature 
repealed  this  law,  and  the  State  authorities  proceeded  to  levy  a  tax  on  all  of  thoee 
roads  which  had  already  been  built  in  that  section  of  the  State.  The  companies 
affected  contested  this  action  in  the  courts,  but  the  procedure  of  the  State  was 
sustained  on  the  ground  that  the  exemption  was  a  mere  gratuity  repealable  at 
will.  This  doctrine  had  already  been  laiddown  in  the  courts  of  the  United  States, 
where  it  was  held  that  a  State  legislative  act,  exempting  the  property  of  rail- 
roads from  taxation,  is  not,  when  a  mere  gratuity  on  the  part  of  a  State,  a  con- 
tract to  continue  the  exemption.'  In  Hichigan,  too,  those  railroads  which  had 
formerly  been  taxed  under  special  charter  pnvllegee  were,  by  legislative  enact- 
ment, in  1891  brought  under  the  general  railroad  tax  laws,  though  the  provisions 
of  this  act  were  not  carried  into  effect  until  1888. 

The  courts  of  the  States  and  of  the  United  States  have  been  one  in  thrir  endeavors ' 
to  bring  all  railroads  under  the  provisions  of  general  railroad  tax  laws.  Exemp- 
tions  from  taxation  constituting  a  contract  on  the  part  of  a  State  not  to  tax,  are 
held  never  to  arise  by  implication,  and  are  construed  narrowly  in  favor  of  the 
State.'  It  has  been  laid  down,  moreover,  that  immunity  from  taxation  is  not 
transferable,  with  the  result  that  the  reor^fanization  of  a  railroad  companv  or  the 
sale  of  a  railroad  property  effects  the  wiping  out  of  an  exemption.*  I'urther- 
more,  consolidation  of  lines,  except  where  ezpresB  provision  baa  Deen  made  to  the 
contrary,  results  in  the  loss  of  exemption.* 

>Arkanau,  ailBte  u  1897,  rnnted  lands  to  tbe  Hlaataslppi.  Hunbuis  and  Weatem  Raliimd  and 
the  SpMnsfleld,  Little  Rock  and  Gulf  Rallraad. 

iSee Tucker  V.  FeigofiOD  (22  Wall.,G37l  aod  We«t  Wlacondn  BkIIidwI  e.  Bnperilicin  (93U.B,,6H). 

•Railroad  Co.  v.  Commlvtonen  [108  U.  S..  1).  For  lull  list  of  caMS.  Ke  Taylor,  The  I^ir  of  Skwk 
CorporaHoDs,  lec.  48B  and  note. 

•Maine  CcniiBl  R.  R.  Co.  v.  Maine  (98  U.  S.,  499).  For  full  tlst  of  cases,  see  Pierce, Tbe  I^w  ol 
Balltoadi,  pp.  486-T. 
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With  State  policy  and  legal  tendeuej',  therefore,  not  onlj-  opnoaed  to  the  exten- 
sion of  exemption,  Dut  even  operating  toward  its  complete  BWMition,  the  pracidce 
has  come  to  be  of  bnt  slight  sfgniflcance. 

4.  Lom- taxation  of  raUroada. — The  practice  of  leniently  tanng  railroads  was 
an  important  one  until  the  close  of  the  <^vil  war  period.  It  originated  in  the  Bome 
condittons  which  gave  rise  to  those  two  means  of  etimnlating  internal  improve- 
ment which  have  just  been  ontlined.  .Instances  of  the  practice  are  too  nnmerons 
to  mention;  bnt  it  may  be  said  in  passing  that  they  generally  took  the  form  of 
taxes  at  a  low  rate  (npon  the  bases  of  eamioga,  capital  atock,  and  transportation 
property) ,  in  effect  amonnting  to  partial  exemptiona  from  taxation.  A  bacrty  anrvey 
of  a  few  typical  developments  of  the  tendency  to  tax  leas  and  less  leniently  as  time 
went  on  will  serve  to  bring  the  early  policy  into  clearer  relief. 

The  early  history  of  railway  taiafton  in  Georgia  reveals  a  variety  of  methods 
applied  at  different  times  to  varions  companies.  Prior  to  1850  exemption  from 
taxes  was  the  rule.  At  that  time  the  Memphis  Branch  Railroad,  the  Central 
Railroad,  and  the  Georgia  Railroad  (which  will  eerve  as  types)  were  reqnired  by 
the  State  to  pay  taiea.reapectively.of  31J  cents  on  each  $100  of  capital  atock  paid 
In,  li  per  cent  on  net  income,  and  1]  per  cent  on  net  income  in  addition  to  31^ 
centa  on  each  flOO  increase  of  capital  stock.  In  1854  all  railroads  except  tttose 
exempted  by  their  charters,  were  reqnired  by  legislative  enactment  to  pay  onnnal 
taxea  on  their  capital  stock  and  assets.  In  1858  a  tax  of  H  per  cent  on  net  income 
was  added  to  the  tax  on  capital  atock,  beaidea,  in  1868,  a  graduated  tax  ranging 
from  S  per  cent  to  25  per  cent  npon  all  net  income  in  excesa  of  8  per  cent  on  the 
capital  stock.  In  1866  the  rat«  of  the  tax  on  capital  atock  was  fixed  at  one-haJf  of 
1  per  cent.  In  1868  certain  roads  were  exempted  from  the  payment  of  this  tax; 
bnt  all  were  still  required  to  pay  the  tax  on  net  earnings,  in  1874  a  tax  on  prop- 
ertjr  values  was  provided  for  in  addition  to  the  net  earnings  tax,  and  in  1888  a 
definite  property  tax  on  the  lines  of  the  present  day  method  was  adopted. 

In  New  Jersey,  likewise,  the  early  railroad  taxes  were  levied  on  a  variety  of 
principles  in  accord  with  special  charter  provisions,'  Justice  Parker,  in  the 
case  of  State  Board  of  Assessors  v.  Central  Railroad  Company,*  oatlines  with 
clearness  the  course  of  railroad  taxation  in  New  Jersey: 

"In  the  infancy  of  this  claSB  of  corporations,  when  struggling  for  exi«tonce,tiie 
amount  of  tax  they  were  required  to  pay  into  the  State  treasury  was  small.  The 
State  favored  them  by  limiting  the  annual  tax  to  be  paid  by  such  corporatiMis  to 
the  one-half  of  1  per  cent  on  the  cost  of  their  respective  roads.  This  tax  was  for 
State  purposes,  and  they  were  not  assessed  for  local  taxes.  The  wise  and  fiberal 
policy  adopted  by  the  State  was  foonded  in  part  on  the  fact  that  the  enterprises 
In  which  such  companies  were  engaged  were  at  that  time  of  donbtfnl  success, 
and  in  part  on  the  belief  that  if  snccesafnl  they  would  contribute  vastly  to  the 
public  good.  As  time  progressed,  these  corporations  extended  their  buainess 
operations  and  acquired  additional  property,  often  of  great  value,  until  in  some 
sections  of  the  State,  especially  in  the  cities,  the  exemptions  from  local  taxation 
became  ao  great  as  to  encumber  the  property  of  citizens  liable  to  be  taxed  with  a 
heavy  burden.  To  prevent  injustice  arising  from  the  inequality  of  taxation,  and 
to  equalize  as  far  as  possible  the  public  bnraena,  the  legislature,  on  the  2d  day'of 
April,  18TS,  passed  an  act  the  avowed  object  of  which  was  to  establish  just  rules 
.  for  the  taxation  of  railroad  property.  This  act  made  a  radical  change  in  the 
ayatem.  •  •  •  The  act  of  1876,  providing  for  State  taiee  on  railroads,  was 
passed  after  the  adoption  of  the  constitutional  amendment.  This  act  is  almost 
Identical  with  the  act  of  1873.  The  chief  object  of  the  act  of  1876  seems  to  have 
been  to  make  the  system  of  railroad  taxation  conform  to  the  constitutional  amend- 
ment that  took  effect  in  1875,  which  prescribed  that  the  assessment  should  be  on 
true  value  instead  of  cost.  Where  thd  acts  of  1878  and  1876  did  not  confiict,  the 
former  st«od,  and  under  those  two  acts,  both  the  State  and  local  taxes  on  railroad 
property  in  this  State  were  assessed  and  collected  up  to  the  enactment  of  the  law 

The  act  of  1884  established  the  present  svstem  of  New  Jersey. 

In  Wisconsin  the  act  of  1854  provided  for  a  uniform  tax  of  1  per  c*nt  on  the 
gross  earnings  of  all  railroads.  In  1860  all  railroad  property  requisite  to  purposes 
of  operation  was  declared  exempt  froni  taxation.  In  1863  the  license  tax  on  grom 
earning  was  raised  from  1  to  3  per  cent.  In  1874  it  was  raised  to  4  per  cent, 
where  it  remained  until  1876,  when  a  graduated  tax  was  provided  for  upon  lines 
which  have  been  followed  in  modeling  the  present  system. 
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B.  SECOND  PERIOD.— INCEEASINQ  AND  MORE  UNIFORM  TAXATION. 

Thia  stage  iu  thu  development  ut  railroad  tax  HfBtetnB  is  charoclerized  chiefly 
by  tbe  decadence  of  the  policies  of  subsidy  and  exemption  from  taxation,  and  by 
uie  application  of  general  regnlations  to  the  taxation  of  all  railwajv  upon  linos 
IncTeBsingly  stringent  and  nnifonn.  Ae  has  already  been  intimated,  early  rail- 
road tax  methods  were  in  manv  inatancee  made  the  subjecta  of  special  charter 
provisionB.  But  in  probably  tne  majority  of  cases,  the  States  recurred,  very 
natnrallj-,  to  methods  already  employ^  in  the  taxation  of  individaals,  and  taxed 
xailroada  under  the  proTisioiiH  of  the  general  property  tax. 

With  but  sliKht  exception  (as  in  the  case  of  PeonsylTanla,'  which  from  the 
outset  avoided  tne  general  property  tax  in  this  respect) ,  the  early  practice  of  the 
States  was  the  assessment  of  all  real  and  personal  property  bylocal  offloials, 
in  the  same  manner  as  with  the  similar  property  of  inoiviauals.  The  adoption  of 
this  plan  was  not  altogether  unwarranted  oy  the  conditions  of  the  time.  Up  to 
1850,  the  corporations  of  the  county  were  nearly  all  of  a  purely  local  character. 
At  that  time  none  of  the  great  trunk  lines  had  been  formed.  But  changed  condi- 
tions soon  began  to  appear.  In  1851,  for  instance,  various  lines  were  brought 
together  to  form  the  Hew  York  Central  Batlroad;  and  in  the  fewyears  following, 
the  Baltimoreand Ohio,  Pennsylvania,  and  Erie Imes  were  formed.  Astheresiut 
of  changed  conditions  lo'ought  about  br  consolidations  such  as  these,  new  tax 
requirements  arose.  Inadeqnate  as  had  been  the  general  property  tax  nnder  local 
authoritiee,  even  under  earlier  conditions,  it  was  now  very  soon  shown  to  be 
entirely  ill-adapted  to  this  new  ofBce.  Utter  lack  of  uniformity  in  the  operation 
of  the  svstem  resulting  from  its  local  administration,  facility  of  evasion,  and 
failare  of  levies  to  measure  even  ronghly  the  tanayin^  ability  of  the  diflerent 
companies,  among  other  difBcnlties,  necessitated  Rom  tune  to  time  the  adoption 
of  modificaticms  and  substitntioas,  which  have  at  length  resulted  in  present 
systems. 

In  the  coarse  of  this  process,  certain  changes  of  quit«  general  prevalence  among 
the  States  have  been  effected.  In  the  first  ■plsice,  there  aas  been  widely  evidenced 
a  tendency  to  tax  transportation  companies  npon  a  different  basis,  or,  to  say  the 
least,  in  a  different  manner  from  that  which  has  been  followed  in  the  taxation  of 
individoalH.  Thirty  years  ago  the  local  general  property  tax  was  the  main  method 
arolied  to  railroad  taxation.  Twenty  years  ago  changes  had  already  been  so  far 
effected  that  railroads  were  taxed  on  their  property  opon  the  basis  Of  varied  local 
assessments  in  less  than  one-fourth  of  the  States.  And  more  recently  the  appli- 
cation of  the  early  method  has  been  so  far  abridged  that  it  is  now  to  be  fonna  in 
its  ori^nol  form  in  but  four  States  and  one  Territory.  These  which  still  cling  to 
the  pnmitive  method  are  Lonimana,  New  Mexico,  Or^on,  Rhode  Island,  and 
Texas,  and  in  the  case  of  Texas  there  is  a  supplementary  tax  baaed  on  »  different 
principle. 

There  is  still  prevalent  in  many  sections  of  the  country,  however,  an  attitnde 
favorable  to  the  taxation  of  individuals  and  of  corporations  npon  the  same  prin- 
ciple and  in  the  same  manner.  Such,  for  instance,  is  the  notion  which  pervaded 
the  deliberations  of  the  extra  session  of  the  Michigan  legislature  in  1808,  convened 
toconsiderthesubjectof  railroad  taxation.  Such.likewise,  is  the  express  require- 
ment in  a  nnmber  of  State  constitntionB.  But  the  preponderance  of  practice  is  in 
the  other  direction;  even  in  the  cases  of  those  constitutional  requirements  which 
have  just  been  mentioned  their  practical  force  has  been,  in  large  measure, 
destroyed  by  the  decisiOnsof  the  Federal  Supreme  Court  in  a  series  of  coses  which 
hold  tnat  State  constitutional  provisions  declaring  that  a  certain  large  class  of 
persons  and  corporations  shall  be  taxed  by  general  laws,  uniform  as  to  the  class 
upon  which  they  operate,  allow  a  rule  for  railroads  different  from  that  which 
applies  in  the  taxation  of  individuals.* 

By  way  of  explanation.however,itmnBt  be  stated  that  in  the  majority  of  those 
coses  where  changes  have  been  effected,  the  property  tax  has  not  been  abandoned, 
but  modified.  There  has  been  embodied  in  this  growth  simply  an  attempt  iX) 
•  adapt  the  oroperty  tax  to  the  most  obvious  requirements  of  a  syst«m  of  railroad 
taxation.  The  result  of  this  process  of  adaptation  has  been  the  establishment  of 
methods  for  railroad  taxation  which  differ  essentially  both  in  their  operation  and 
in  their  administration  from  those  employed  in  the  taxation  of  individuals,  and 
even  of  other  corporations;  railroad  property  is  made  a  special  class  for  purposes 
of  taxation  in  that  it  fa  snbject  to  assessment  by  State,  not  local,  anOioiities. 

■  Pemujlvuilt,  U  Oat,  like  muiT  other  Sutta.  employed  apeclsl  rallwa;  taxes.  For  instance.  In 
tbe  charter  of  the  PemuylvBiiU  Ballnad  Companv.  fncorponled  In  ISM, «.  tax  ol  &  millt  per  ton-mlla 
upon  all  merchandiK  transported,  except  the  ordliiary  bnggue  ol  passeDfrcni.  was  providDd  for. 

1  See  Stale  Ballroiul  Tax  Quia  (92  U.  S.,  BT&). 
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The  New  Jersey  tax  commissioD  of  1697,  in  its  report,  very  well  points  ont  the 
distiact  character  of  the  two  systems  in  a  statement  which  ia  ^enemlv  applicable: 

*'  It  will  be  readily  seen  that  these  two  Rvatems,  thns  deecnbed  and  contracted, 
are  not  coordinate;  there  js  so  tribnnal  in  the  State  clothed  with  powers  in  which 
the  valaes  of  the  one  claes  can  be  contrasted  with  the  Talaes  oi  the  other;  thejr 
ran  in  parallel  lines,  so  to  speak,  being  two  separate,  independent  syatema."' 

In  fact,  the  incorporation  of  the  feature  of  asseseine  the  valne  of  tiie  railroad 
franchiaes,  in  addition  to  that  of  visible  property,  in  the  ayatemB  of  many  of  the 
States,  haa  so  far  obscured,  or  at  least  modified,  the  working  of  the  original  prop- 
erty tax  as  to  effect  by  existing  methods  a  substantial  divorce  from  the  methoos 
applied  in  the  taxation  of  individuals. 

As  an  offshoot  of  this  tendency  toward  railway  tax  systems,  distinct  from  those 
employed  in  the  taxation  of  individaals,  has  come  a  procesa  of  change  in  the 
direction  of  a  growing  degree  of  centralization  in  railroad  tax  adminis^tiTe 
machinery.  With  the  widening  scope  of  railway  consolidation  effective  local 
administration  of  railway  taiation  has  come  more  and  more  to  be  a  matter  of 
practical  impossibility.  Experience  has  shown  that  the  problem  is  by  so  mnch 
farthered  toward  solution  as  the  progresBive  ateps  toward  the  formnlation  of  a 
tax  system  tend  to  broaden  the  field  of  the  application  of  that  system;  l^ielatJve 
pracnce  has  of  necessity  followed  these  lines. 

In  the  legislation  of  many  of  the  Stat«s  one  of  the  accompaniments  of  the  cen- 
tralizing  tendency  which  is  becoming  more  and  more  noticeable  is  the  practice  of 
authoring  certain  State  ofBcials  to  examine  the  books  and  papers  of  transporta- 
tion companies  for  information  in  the  making  of  asaeeaments.  There  seems  to  he 
a  growing  desire  to  reach  by  taxation  every  company's  fuU  earning  capacity,  and 
the  adoption  and  extension  of  this  device  of  examining  railroad  acconnte  is  an 
attempt  toward  the  attainment  of  that  end.  Whether  its  workings  are  effectaal 
oaat  present  applied  is  questionable.  The  commissioner  of  railroaasofHicbigan, 
for  instance,  asserts  that  "  that  pruviaion  of  the  statnt«  which  gives  the  commia- 
sioner  the  right  to  examine  books  and  papers  is  a  humbng.  It  takes  six  montha 
to  examine  a  little  broken  bank  in  Lansing.  How  long  wonld  it  take  to  examine 
'  the  affairs  of  a  great  railroad?"*  Bat  aside  from  any  consideration  of  thein^- 
cient  character  of  the  regulation,  the  fact  of  its  increasing  previdence  is  evidenced 
in  State  legislation.  The  growing  advocacy  of  a  uniform  system  of  raUway 
acconntlng  deserves  to  be  noted  as  tending  in  the  same  direction.  Posaibilitiea  of 
railroad  regulation,  beyond  the  mere  matter  of  taxation,  are  involved  in  theee 
plans. 

C.  SPECIAL  LINES  OF  DEVELOPMENT. 

We  most  now  consider  a  little  more  closely  certain  apecial  features  of  the 
changea  which  have  been  brought  aboat  in  the  formnlation  of  distinct  eyatema 
for  tne  taxation  of  transportation  companies,  namely,  thoee  changes  which, 
developing  from  cmder  methods,  have  resulted  in  transportation  taXee  npon  the 
baeee  of  property,  capitalization,  and  hnaineaa  receipta,  the  latter  two,  broadly 
speaking,  characteri^^  the  Statea  eaat  of  the  Mississippi  and  north  of  the  Ohio, 
and  the  first  the  remaining  sections  of  the  country.  There  are  differences  of 
opinion  as  to  the  relative  advantages  of  the  different  methods.  Thus,  some 
writera  and  nublic  men,  approaching  the  question  from  the  standpoint  of  jnstdce 
in  tax  distribution  among  tne  various  companies,  look  upon  earnings  taxes  as  the 
moat  desirably;  others,  impressed  with  the  difScultiee  which  appear  to  lie  in  the 
way  of  successfully  adminisl«ring  taxes  on  earnings,  favor  taxes  based  on  capi- 
talization, and  still  others,  who  toink  that  corporations  onght  to  be  taxed  upon 
the  same  basis  aa  individuals,  favor  the  property  tax.  These  differences  of  opinion 
will  come  ont  from  time  to  time  in  what  follows. 

1.  Taxes  on  property  modified.— In  the  majority  of  the  States,  aa  we  have 
already  indicated,  departures  from  early  tax  methods  took  the  form  of  a  modifica- 
tion of  the  original  property  tax  aa  employed  in  the  taxation  of  indlvidnala.  Sys- 
tems based  on  cash  valnation  of  property  or  of  property  and  franchise  by  State 
officials  came  into  use.  In  1880  the  general  property  tax,  althongh  lying  at  the- 
bottom  of  the  systems  employed  in  most  of  the  States,  was,  in  ita  primitive  form 
of  local  assessment,  the  exception  rather  than  the  rule,  and  during  tlie  two  decades 
which  have  since  elapsed  the  system  of  cash  valuation  by  State  boards  or  ofBciala 
has  made  still  further  inroads  into  those  States  where  the  local  property  tax  was 
formerly  in  TOgae.  Such,  for  instance,  has  been  the  case  in  ArkaBsas,  in  Iowa, 
and  in  other  States  where  the  demand  for  greater  oniformity  in  administration 
has  necessitated  this  change. 

To  be  anre,  the  origin  of  this  method  in  the  general  property  tax  and  its  anbae- 
qnent  development  along  the  lines  of  that  system  do  not  warrant  the  ezpectatkHi 
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of  close  approach  toward  correctness  i>f  principle  Id  its  formulation  or  of  h^li 
degree  of  efficiency  in  the  details  of  its  operation.  It  is  not  BurpriBinK.  when  we 
consider  the  rapid  growth  uf  the  cuantry'a  external  and  int«mal  traMc,  that  tax 
legiBlation'haa  failed  to  adapt  itself  completely  to  the  new  requirements  which 
have  arisen  because  of  this  speedy  growth.  American  legislative  activity,  par- 
Ucalarly  in  the  field  of  taxation,  has  always  been  conservative,  and  it  is  bnt  a 
natural  consequence  of  the  conservative  tendency  to  regard  the  tax  on  property 
valuep  as  the  "measnre  of  justice  and  equality"  that  the  old  principle  has  been 
embodied  in  the  railway  tax  system.*!  of  moflt  of  the  States. 

The  system  of  railroad  taxation  based  on  cash  valuation  of  property  or  of 
property  and  franchise  is  rather  complex  in  its  administration.  As  regards 
details,  its  operations  are  nut  identical  in  any  two  of  the  States,  but  its  main 
features  are  everywhere  the  same.' 

In  aboat  a  third  of  the  States  the  process  of  departure  from  early  methods 
took  the  form  of  a  series  of  substitutions  for,  rather  than  modifications  of,  the 
general  property  tax, 

2.  Taxes  on  capitalization. — In  a  number  of  States  systems  based  on  the  vari- 
OQH  fonttfi  of  capitalization  were  adopted.  Prior  to  I8S0  considerable  progress 
bad  already  been  made  in  this  direction.'  In  Connecticut,  for  instance,  a  tax 
baaed  on  valuation  of  corporate  capital  and  floating  and  funded  indebtedness 
came  to  be  employed;  in  Maine,  one  based  on  market  valaation  of  capital  stock 
was  adopted,  and  in  New  York,  one  providing  railroad  taxation  in  common  with 
corporations  generally,  upon  the  basis  of  capital  stock  accordiuK  to  dividends, 
was  established.  Since  1880,  as  regards  railroad  taxation,  hut  little  advance  has 
been  made  in  tjie  introduction  of  these  methods  into  new  States.  Their  most 
significant  extension  has  been  in  the  cases  of  the  variooB  other  classes  of  trans- 
portation companies;  but  these  will  be  mentioned  later. 

One  of  the  moat  serious  obstacles  to  which  taxes  based  on  capitalization  have 
been  exposed  in  the  past  has  been  the  restriction  which  has  hwn  put  upon  the 
taxation  of  corporate-  bonded  debt  by  decisions  of  the  United  States  Supreme 
Conrt.  In  ltJT3  that  body  decided,  in  effect,  that  a  State  tax  on  that  portion  of  a 
company's  txinded  debt  which  is  held  by  nonresidents  of  that  State  is  unconstitu- 
tional.' It  is  a  well-known  fact  that  the  bonded  capitalizatioti  of  the  railroads  of 
the  country  is  nearly  ec|iial  in  amount  to  their  capital  stock,  and  that,  therefore, 
a  tax  which  rests  in  its  immediate  incidence  merely  cpon  the  capital  stock  of  a 
T^way  corporation,  reaches  only  a  portion  of  the  real  investment.  To  this  fact 
may  probably  be  traced  the  origm  of  an  inflnence  which  has  acted  as  a  deterrent 
to  the  wider  adoption  of  taxes  based  on  capitalization. 

In  a  comparatively  recent  Oregon  case,  however,  the  Supreme  Court  arrived  at 
the  decision  that  a  tax  levied  within  a  State  upon  a  foreign  held  mortgage,  which 
is  secured  by  real  estate  dtnatedwithin  that  State,  is  constitutional.*  Should  this 
doctrine  be  held  to  apply  to  corporate  forms  of  mortgage  indebtedness,  a  note- 
worthy change  in*  the  status  of  the  tax  on  corporate  capitalization  would  be 
effected.  Such,  at  any  rate,  has  been  taken  to  be  the  implication  of  the  decision 
by  the  committee  of  tbe  New  York  legislature  of  1899,  which  drafted  a  bill  pro- 
viding for  the  taxation  of  debts  and  obligations  secured  by  mortgage  of  real 
estate  situated  within  the  State.' 

?.  Taxes  on  recelpta.— Another  method  of  railroad  taxation  which  was  formQ' 
lated  in  the  place  of  the  general  property  tax,  was  that  of  the  tax  on  business 
receipts.  Pnor  to  1880  taxes  based  on  this  principle  had  already  been  estahliahed 
in  a  number  of  States.  Thus.  MichiRan,  Minnesota,  and  Wisconsin  had  gradu- 
,  ated  gross  receipts  taxes.*  In  Pennsylvania,  too,  a  tsix  on  gross  receipts,  in  addi- 
tion ta  the  earher  general  corporation  tax  on  capital  stock,  was  established;  and 

I  For  ouUlne  of  Ihla  mctliod,  see  p.  U. 

■  Numeniua  precedents  liudalreulv  be«n  get  In  the  tsXHtltm  of  curporationB  other  than  tatlmadi. 
For  Innance,  Oeorgla,  !□  ISOS,  «nd  Masachiuetta,  In  1813,  paaeed  acta  impoalDg  taxeH  on  the  oipiul 
Itock  of  bonks.  A  number  of  SuLm,  too,  hod  alnsdy  Hpplled  Ihle  metbod  [n  ttie  eiirlT  talktlon  ol 
'  rallruBd!'.    Such  was  Ibccftse  In  Kentucky,  wbere,  for  Instance,  the  Lie  king  and  LeilnKtou,  tbe  Loul*- 
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r  caplul  stock.    Such  aleo  wiu  tbe  case  In  GeOTKia,  aa 
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'"'Canof  State  tax  on  foreign  held 
'Bavings Society ir.Mullnon--'-  "- 
■  Report  of  JoiDtcammlttce 

■Here  again  precedents  had  been  set  in  the  taxation  of  cdrporaUons  uiaer  tnan  rBiiro 
'le  early  taxes  on  the  premi urns  of  Iniuranee  companleg  (generally  gross  premiiu 
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In  Delaware  and  Virginia,  net  earoiiurs  taxes  were  adoDted  to  Bapplement  the 

exiHting  t&zes  of  those  States.  Since  1680  the  arose receiEn,B  tax  has  lieen  stillfnr- 
ther  extended.  For  example,  in  1S81  Maine  ahandoned  the  tax  on  capital  for  one 
based  on  groea  receipts;  in  the  same  year  New  York  enpplemented  its  easting 
STBtem  by  a  groBs  receipta  tax;  and  in  1882  Vermont,  like  Maine,  provided  (or  a 
tax  on  gross  receipts.  But  in  Vermont,  aa  the  reenlt  of  constltntionBl  exwencies, 
this  tax  has  since  been  made  alternative  with  one  based  on  property  VBlnatton. 
The  former  method,  however,  still  prevails  in  practice.  Since  1S80  several  other 
States,  following  the  example  set  by  Pennsylvania  and  New  York,  have  adopted 
gross  receipts  taxes  auOTlementary  to  previonsly  existing  aystenia. 

But  those  cases  in  wnich  taxes  on  receipts  or  earnings  have  been  openly  intro- 
duced into  State  tax  systems  are  not  the  only  ones  in  which  these  methods  are 
applied.  In  States  where  the  property  valuation  prevails  the  State  boards  whose 
duty  it  is  to  determine  valnations  very  often  have  considerable  discretionary 
power.  The  tax  laws  which  apply  in  these  cases  frequently  provide  that  the  assess- 
ment  boards  shall  valne  raUroad  property  with  a  due  reeard  to  its  earning  capacity. 
In  such  instances,  the  possibility  of  arriving  at  a  valuation  which  will  b^  an 
approximately  constant  relation  to  earning  capacity,  though  only  infrequently 
realized,  still  exists.  And  still  further,  in  those  States  where  the  franchise  is  val- 
ned  in  addition  to  property,  both  earnings  and  capital  are  oft«n  considered  in  arriv- 
ing at  a  valuation.  The  application  and  extension  of  methods  such  as  these  are 
to  oe  regarded  as  at  least  an  indication  of  a  drift  of  sentiment  toward  tax  meth- 
ods based  on  railway  earning  capacity.  That  clause  in  the  constitution  of  North 
Dakota  which  eigilicitly  recognizes  the  tax  on  gross  receipts  as  one  suited  to  rail- 
way taxation  must  also  De  regarded  as  indicative  of  possibilities  in  this  connection. 

The  stand  which  has  been  taken  by  the  Supreme  Court  of  the  tJnited  States  In 
the  matter  of  the  taxation  of  receipts  from  interstate  traffic,  however,  has  prob- 
ably placed  a  serious  impediment  m  the  way  of  a  much  wider  extension  of  the 
railway  gross  receipts  t&x  than  at  present  exists.  In  a  series  of  litigations,  the 
Supreme  Court  held  that  a  State  t^  on  gross  receipts  resulting  from  interstate 
traffic,  except  when  levied  as  a  franchise  tax,  is  an  Interference  with  interstate 
commerce,  and  is  therefore  unconstitutional.' 

Owing  largely  to  the  inflnence  of  these  decisions,  as  well  as  to  causes  of  a  local 
nature,  there  appears  to  have  set  in  within  the  past  five  years  a  tendency  away  from 
the  gross  receipts  tax  in  two  States  which  have  in  the  past  been  its  main  strong- 
holoa,  In  Wisconsin,  and  to  a  greater  degree  in  Michigan,  ttie  existing  ayst^ns 
have  been  subject  to  opposition. 

In  the  case  of  Wisconsin,  the  feelingin  the  matter  is  well  voiced  in  the  report 
of  the  Wisconsin  tax  commissian  of  1898.    They  say: 

"  Moat  of  the  forms  of  tuigihle  property  ore  already  taxed  in  full  proportion 
to  their  value.  In  the  case  of  banks,  manufacturing,  and  trading  corporations, 
corporate  proxwrty  appears  to  he  as  highly  taxed  as  that  of  private  individuals; 
but  we  do  not  think  that  this  is  true  of  any  class  of  corporationB  taxed  on  the 
basis  of  earnings  or  on  the  mileage  basis. " ' 

There  is  at  least  a  single  reason  why  taxes  on  earnings  are  apt  to  be  at  a  rela- 
tively lower  rate  as  ijieasnred  by  property  than  direct  property  taxes.  Under  the 
general  property  tax,  aa  it  is  commonly  administered,  asse^ed  valuations  are 
generally  only  fractions  (varying  often  from  one-half  to  three-fourths)  of  the 
true  value  of  the  properties  subject  to  assessment.  Upon  the  surface  of  things, 
therefore,  the  rate  of  tax  on  property  appears  relatively  higher  than  it  really  la. 

In  Michigan  the  agltetion  agamat  the  existing  tax  on  gross  receipts  has  been 
very  spirited."  In  1TO7,  and  again  in  1888,  the  railroad  commissioner  of  the  State 
in  his  reports  arraigned  the  Stete  system  as  unjust  and  ineffective;  he  recom- 
mended in  ito  stead  the  adoption  of  a  tax  baaed  on  property  valuation.  The 
governor  of  the  Stete  and  other  prominent  men  have  been  untiring  in  their 
efforts  to  bring  about  such  a  change.  As  a  result  daring  the  legislative  session 
of  1897,  the  "Atkinson  bill  "  was  introduced.  It  failed  to  pass  at  that  session, 
and  was  made  the  issue  for  a  special  session.  After  various  experiences  it  was 
passed  by  the  legislature  of  19fiG.  This  hill,  which  was  largely  modeled  after  the 
Indiana  law,  provided  for  a  railway-tax  system  based  on  cash  valuation  of  prop-- 
erty  and  franchise,  upon  general  lines  similar  to  those  which  characterize  that, 
system  wherever  it  prevails.  The  law,  however,  was  very  short  liv.ed;  for  not 
long  afterward  the  supreme  court  of  the  Stete  in  two  test  cases*  declared  it 
unconstitational . 

iCoiQ»re  Fu^  c.  Ulchlgan  (121  U.  S.,  Z30),  and  Fhilkdelpbla  am)  Soutbenx  SUwmihlp  Companr 
(122  U.  a.  828),  with  MslneiF.  Grand  Trunk  Railway  Comimiiy,  142  V,  B..  1U7. 
•  Report  o[  Wlaconaln  Tax  Commlsdon  ot  18W,  p.  1&7. 
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How  mtich  this  agitation  is  the  reaolt  of-uterely  traiuitory  political  inflaences, 
and  how  far  it  is  the  outcome  of  etrictly  economic  causes,  it  wonld  be  diflcult  to 
detennitie.  Whatever  mav  bo  the  verdict  on  that  question,  it  is  evident  that  lihe 
political  struggle  against  tue  existing  system  has  not  yet  spent  its  force;  and  in 
view  of  the  fact  that  the  people  of  the  State,  In  the  fall  election  of  1900,  voted  in 
favor  of  a  constitutionaJ  amendment  rendering  property  taxation  poeBible,.it 
ought  not  to  be  a  matter  of  surprise  If  a  measure  subatantially  the  same  as  the 
Attinson  bill  were  yet  to  find  its  way  into  the  statnte  books  of  Michigan. 

The  experience  of  Maryland  has  been  quite  the  oppc«ite  of  that  in  Michigan 
and  WisconBin;  for  under  the  law  of  1896  the  gross-receipts  tax  on  railroads  waa 
noticeably  expanded, 

4.  Appoitlomnent  of  taxea  between  Btat«B.— In  connection  with  the  taxation 
of  transportation  companies  upon  all  of  the  bases  which  have  been  mentioned 
above,  there  has  been  rapidly  spreading  an  administrative  device  for  the  prorating, 
according  to  mileage,  of  taxable  elements  of  an  interstate  character.  In  the  case 
of  the  tax  on  cash  valuation  of  prox>erty  the  necessity  for  the  adoption  of  this 
plan  arises,  of  course,  only  in  the  taxation  of  rolling  stock.  The  plan  generallv 
followed  in  such  cases  Is  to  tax  rolling  stock  upon  that  portion  of  its  value  whicn 
ia  represented  by  the  proportion  of  mileage  traversed  vrithin  a  State  to  the  total 
mileage  covered. 

Under  the  tax  on  capital,  in  the  case  of  foreign  corporations,  the  le^al  reauire- 
ment  that  only  sach  portion  of  the  capital  stock  of  any  company  as  is  emploj^ed 
within  a  State  shall  be  taxed  by  that  State  has  resulted  in  the  general  adoption 
of  the  plan.  The  taxation  of  sleeping-car  companies  in  Pennsylvania  fnmisnes  a 
good  example  of  this  practice.  In  that  State  the'  capital  stock  of  every  such  com- 
pany is  assessed  by  a  State  official,  taking  ae  the  basis  of  assessment  such  propor- 
tion of  the  capital  stock  as  the  number  of  miles  of  railroad  over  which  tae  cars 
of  the  company  are  run  in  Pennsylvania  bears  to  the  mileage  in  that  and  other 
States  over  which  its  cars  are  run.  The  legahty  of  this  method  has  been  repeat- 
edly afflnned  by  the  United  States  conrts.'  In  the  case  of  domestic  corporations, 
althongh  the  practice  of  prorating  is  not  necessitated  by  legal  decisions,  recogni- 
tion of  the  practical  justice  attunable  under  the  method  nae  led  to  its  general 
adoption. 

Under  the  gross  receipte  tax,  so  far  as  concerns  f oreisn  corporations,  any  attempt 
by  a  Stat«  to  tax  receipts  other  than  those  resulting  from  purely  intrastate  traffic 
encounters  a  direct  prohibition'  in  the  decision  of  the  United  States  Supreme 
Court.  In  the  case  of  domestic  conwrations  the  right  of  any  State  to  measure 
the  valne  of  a  franchise  which  it  has  granted  by  total  receipts,  even  inclnding 
those  from  interstate  traffic,  has  been  upheld  by  the  courts.'  But  the  plan  gen- 
erally followed  in  such  a  case  has  been  that  of  taxing  only  a  mileage  proportion 
of  the  gross  receipts.  Such,  for  example,  is  the  method  followed  in  Maine,  where 
receipts  from  business  of  an  interstate  character  are  prorated  according  to  the 
ratio  which  mileage  traversed  In  doing  business  wlthm  the  State  bears  to  total 
mileage  covered  both  within  and  outside  of  the  State. 

There  appear  to  be  no  cases  where  companies  doing  an  interstate  business  are 
taxed  on  taeir  entire  gross  receipts.  Where  the  prorating  method  is  not  expressly 
provided  for  statutes  nsnally  declare  that  the  tax  shall  apply  to  "  receipts  from 
business  done  within  this  St&te."  In  practice  there  appear  to  be  two  waya  of 
carrying  this  ont,  either  by  taxing  all  companies  (both  foreign  and  domestic)  upon 
their  receipts  from  business  done  wholly  within  the  State,  or  by  taxing  all  com- 
panies by  the  prorating  method,  foreign  companies  not  caring  to  appeal  to  the 
courts  to  avoid  the  resulting  addition  to  their  taxes. 


One  of  the  practices  which  is  constantly  becoming  n: 
the  enacting  of  State  tax  laws  is  that  of  maldng  specific  provision  I 
tionof  transportation  and  transmission  companiesother  than  railways.  Of  recent 
years  this  has  been  particnlai'ly  the  case  with  those  companies  which  do  a  busi- 
ness upon  the  various  railway  lines  of  the  country,  complementary  and  subsidiary 
to  the  railway  business.  In  legislating  for  the  taxation  of  these  companies  the 
States  have  very  noticeably  avoided  the  property  tax.  It  appears  to  have  been 
quite  generally  recognized  that  a  tax  on  the  mere  value  of  the  property  of  these 
companies  would  be  entirely  ineffective  in  reaching  their  true  taxable  capacity. 
That  this  evil  does  actually  arise  under  the  property  tax  is  amply  affirmed  in  the 
experience  of  those  States  which  still  cling  to  that  tax.    But  changes  are  con- 
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Btantly  bein^  effected,  »iid  the  general  practice  of  recent  Tears  tuts  been  matd- 
teetly  pointmK  to  the  abandonment  of  old  methods  and  tendiiig  toward  the 
adoption  of  others,  which  have  already  proved  tolerably  efBoient  in  a  nomber  of 
the  States. 

1.  Bzpresa  commnlea. — tn  the  case  of  ezpreas  companies  the  need  for  roe- 
ciflc  tax  provision  has  been  very  marked.  Under  Uie  local  general  property  ox 
ttieee  compaoieH  have  alnfbst  entirely  escaped  taxation.  The  attomev-^eneral  of 
Uootana  not  long  oso  made  a  statement  bearing  on  this  point,  wbicn  is  typical 
of  the  operation  of  this  method  wherever  it  is  emiOioyed.    He  says: 

"  Take,  for  Instance,  one  of  the  principal  express  companies  operating  in  this 
State  (Uontana) ;  in  one  county  it  undoaDtedly  doea  a  bnaioees  of  sev^al  htin- 
dred  thonaamd  doU&TS,  and  the  property  owned  by  it  in  the  connty  sabject  to 
taxation  wiU  not  aggregate  In  valne  $5,000.  The  system  now  prevsleoit,  which 
ignores  the  franchise  and  simply  asBesses  the  tangible  property,  ia  praotknlly  a 
farce." 

Many  States  have  songht  to  remedy  thi£  state  of  things  by  ^ecific  legislation 
on  the  snbject,  and  in  most  cases  where  this  has  been  do&e  the  ^(roea  receipts 
tax  hs8  been  adopted.  Of  qnite  recent  years,  however,  the  legislative  tread 
appears  to  be  toward  a  form  of  tax  based  on  capital  stock.  Indiana  adopted  snch 
atkxinlSSSj  Wiaconsiii  porsned  a  Himilar  pl^  in  1890,  and  lowainlflOO.'  Ohio 
several  years  ago  changed  over  from  a  gross  receipts  tax  to  one  nominally  based 
on  cash  valnation  of  pToperty.  bnt  in  reiality  fixed  very  largely  on  the  baaifl  of  net 
earnings.  The  practical  difacnlty  of  TnaVlTfg  adeaoats  proviraon  for  the  taxation 
of  these  oompanies,  at  least  in  the  light  ctfTfurioaal^slative  efforts  in  the  matter,  . 
is  not  a  slight  one.  It  will  be  interesting  to  note  the  experience  of  Texas,  which 
is  not  far  from  typical  in  this  respect. 

The  first  law  in  that  State  npon  the  anbject,  enacted  in  1879,  in  line  with  Sonth- 
em  tendencies,  provided  for  a  specific  annnal  tax  of  |700,  to  be  paid  by  every 
company  doing  bneiiiess  within  the  State,  In  1883  the  amonnt  of  the  tax  was 
reduced  to  |500.  This  law  continned  in  force  for  seven  years,  when  the  amount 
of  the  tax  was  raised  to  |1, 000.  This  act  was,  in  tnm,  repealed  in  180S,  when  the 
present  law,  taxing  theee  companies  on  the  baeie  of  tlieir  eross  receipte,  was 
enacted.  The  workings  of  this  law  appear  thus  far  to  have  been  attended  with 
aatiatactory  results. 

2.  Palace-oar  oompanien. — Tha  taxation  of  sleeping,  palace,  and  dining  car 
companies  has  claimed  considerable  attention  during  the  past  twenty  years.  In 
a  unmber  of  States  taxes  based  on  cash  valnation  of  roUing  stock  have  been 
adopted.  Bat  in  the  majority  of  cases  where  the  taxation  of  tneee  companlee  has 
been  the  subject  of  legislation  the  gross  receipts  tax  has  been  adopted.  The  tax 
on  capital  has  also  gained  ground,  as  ie  shown  bv  the  enactment  of  the  Indiana 
law  of  18S3  and  the  Wisconsin  law  of  1899.  Tne  experience  of  Texas  in  this 
matter,  as  in  the  case  of  express  companies,  is  on  interesting  one.  The  first  law 
on  the  subject,  passed  in  April,  1879,  provided  for  an  anmial  tax  of  (S  per  mile 
of  road  in  the  State  over  which  cars  were  hanled.  Three  months  later  the  ays- 
tem  was  changed  to  one  of  a  tax  of  one-half  of  one  per  cent  on  the  valae  of  cara 
nsed  in  the  State.  In  1681  this  law  was  repeated,  and  the  law  levying  fS  per 
n*ile  was  reenacted,  A  year  later  the  tax  was  reduced  to  60  cents  per  mile. 
All  of  these  laws  having  proved  unsatisf  actory  the  present  law  was  passed  In 
1893.  TluH.  with  the  aupplemeAtary  law  of  1897,  provides  for  a  tax  of  one-fonrth 
of  one  i)er  cent  on  the  annnal  valae  of  the  gross  receipts  of  the  companies  con- 
cerned, in  addition  to  a  tax  of  25  cents  on  each  one  hnndred  dollars'  valnation  of 
the  capital  stock  employed  within  the  Stat«. 

3.  Faat-frelght  Unea.— The  problem  of  the  taxation  of  fast  frmght  and  car  lines 
has  of  recent  years  received  a  conidderable  share  of  attention,  la  the  framing  of 
laws  for  their  taxation  the  tax  on  ca^tal' appears  to  have  been  the  prevailing 
model.  Snch  was  the  case  with  the  Wlscotudn  law  of  1899,  as  well  as  with  the 
law  passed  in  Minnesota  in  1897,  where  all  other  transptatatlon  companies  ara 
taxed  on  the  basis  of  gross  receipts. 

4.  Snmmary.—Upon  the  whole,  the  most  marked  tendency  to  be  noted  of  recent 
years  in  the  legislation  for  the  taxation  of  express  compares,  sleeping-car  com- 
panies, and  freight-line  companies  has  been  one  which  polate  to  the  increasing 
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The  moat  notable  practice  among  the  States  in  the  taxation  of  t«l^Taph 
companies  has  been  that  of  taxing  them  on  a  ralaatios  of  telesroiA  linn, 
determined  on  the  princifje  of  a  fixed  sum  per  mile  of  wire.  Thifl  plan  and  that 
of  the  tax  on  groaa  receipts  conatitnte  the  two  methods  which  pr«vaO  in  tbe 
majority  of  the  Statas.  With  telegraph  companies,  as  with  railroadB,  the  ded- 
BionB  of  the  United  States  Supreme  Cknirt  have  been  nnfavorable  to  thetoxatlon 
of  interstate  receipts.' 

Legislation  for  the  tazadon  of  telephone  companies  has  been  npon  much  tho 
same  lines  as  with  telegraph  companies,  except  tbat  not  infraqnentl^  as  ngards 
the  former,  instead  of  the  method  of  lery  at  a  qwdfic  sum  per  mile  of  wira,  the 
plan  of  a  fixed  tax  per  Instnunent  in  nee  has  been  followecL'  In  a  number  of 
States,  moreover,  telephone  companies  have  been  made  snbject  to  taxes  on  Wl^ 
receipts,  wh^^telegraphcompanieebave been taxedonscHneother  basts.*    This 


case  of  telegraph  companies,  enoonnter  the  limitations  whit^  have  been  ii 
"    "  '  -  * ^deddon. 


company,  which  are  predominantt: 

case  of  telegraph  col '" 

by  Federal  court  dec 

E.  OTHEK  EXPANDING  PBACTICES. 

1.  Taxation  of  foreign  ooiporatlonB. — There  yet  remain  to  be  noted  several 
changes  in  the  practice  of  taxing  transportation  companies,  which  are  coming 
more  and  more  to  characterize  the  taxation  of  corporations  generally.  Qiief  m 
these  is  the  growing  practice  of  treating  domestic  and  foreign  corporationB  upon 
the  same  general  footing.  This  hag  come  to  be  tbe  case  almost  nnlveraally  with 
the  tax  on  cash  valuation  of  property.  In  the  case  of  the  tax  on  capital.  State 
policy  and  practice  are  tending  in  the  same  direction;  and  even  where  the  gross 
receipts  tax  prevails,  although  exceptions  in  practice  still  exist,  State  auttioritiee 
are  more  and  more  striving  to  conform  to  this  rule.  The  State  cotirts  are  being 
inetrnmental  in  bringing  about  the  same  result.  For  example,  in  New  Jersey 
the  supreme  court  has  decided  that  it  is  not  competent  for  the  State  to  lay  a  tax 
npon  a  foreign  corporation  in  a  mode  which  differs  in  principle  from  that  which 
it  applies  to  the  taxation  of  its  own  corporations.*  In  C^ifomiaithas  been  held 
by  tne  court  that  in  case  a  corporation  does  an  interstate  business,  such  that  the 
State  bos  no  power  to  keep  it  out,  the  assumption  is  that  the  State  m.ngt  applv  to 
it  the  same  principle  of  taxation  as  is  applied  to  domestic  corporations.'  Farther, 
the  Lonisiana  constitution  of  18B8  provides  that  foreign  corporations  may  be 
taxed  in  a  different  mode  from  domwtic  corporations,  but  that  the  principle 
which  is  applied  must  be  the  same  in  both  cases. 

With  regard  to  ttoee  laws  which  have  been  enacted  ta  many  States  under  a 
variety  of  names,  for  the  levying  of  a  fee  upon  corporate  charters,  similar  tacts 
are  to  oe  noted.  In  New  York,  for  instance,  according  to  the  decisioit  of  the  ' 
courts,  tbe  State  tax  on  organization  applies  to  foreign  corporations  beginning  to 
do  business  within  a  State,  as  well  as  to  those  of  domestic  origin.  The  Vermont 
laws  of  1890  and  I8B4  make  provision  to  the  some  effect,  as  do,  also,  the  more 
recent  laws  of  Texas  and  Washington. 

2.  Toxoi  on  lucorporatioa. — Another  practice  which  is  of  growing  signifi- 
cance is  that  of  levying  taxes  upon  the  incorporation  and  organiEation  of  corpo- 
rations and  joint-stock  companies.  Fifty  years  ago  legislation  of  this  character 
was  far  from  general.  At  oresent  laws  of  this  trpe  are  to  be  found  in  n^ly 
two-thirds  of  the  States.  Tne  same,  in  the  main,  nolds  with  regard  to  the  levy- 
ing of  many  of  the  so-called  "license  taxes"  on  corporations,  and  also,  since  187^, 
with  respect  to  the  introdnction  of  the  franchise  feature  into  the  systems  of  many 
States. 

3.  Taxes  on  secnritieB. — Finally,  that  change  of  attitude  which  is  resulting  in 
the  abandoning  of  the  tax  on  security  holders  must  be  noted.  Not  many  years 
have  passed  since  the  practice  of  attempting  to  collect  a  tax  from  the  holders  of 
corporate  securities  was  almost  universal.  Of  recent  yeors.  parttcularly  in  tho 
case  of  railroad  securities,  a  large  proportion  of  the  States  have  given  up  the 
attempt,  and,  instead,  have  sought  to  tax  the  corporations  direct^  to  the  fnll 


■e.  i.,  la  AlBbamii,  KentucKv,  Sotth  Cuoiliu,  VeniKmi,BDd 
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extentof  their  apparent  taxable  capaoi^.  The  laws  of  California  and  of  Arizona, 
for  inatance,  have  gone  bo  far  as  to  forbid  explicitly  the  taxation  of  botli  corpo- 
ration and  Bec'oritT' holder,  the  law  in  the  latter  State  asserting  that  "shares  of 
stock  in  a  corporation  posaees  no  intrinsic  value  over  and  above  the  actual  value 
of  the  property  of  the  corporation  for  which  they  stand."  The  increasing;  prev- 
alence of  this  attitude,  in  addition  to  the  fact  of  the  practical  imposeibility  of 
collecting  a  tax  from  the  holders  of  securities,  are  both  indicative  of  the  aban- 
donment of  the  practice. 
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however,  to  be  three  principles  upon  which  the  different  Stat«  STstems  have  been 

based — the  property-uix  principle,  the  income-tax  principle,  and  the  fee  principle. 
The  essence  of  the  propert7'taz  principle  is  that  all  property  shall  be  taxed  at 
Its  tnie  cash  valne — i.e.,  the  price  it  wonld  bring  upon  sale  in  the  open  market. 
The  esaeace  of  the  income-tax  principle  is  that  taxes  shall  be  levied  in  proportion 
to  income.  Both  property  ana  income  taxes  are  compnlsory  pavments  for  the 
support  of  Government,  and  with  both  the  aim  is  to  adapt,  as  lar  as  possible, 
the  amount  of  levy  to  the  taxable  capacity  of  the  various  taxable  subjects.  The 
fee  principle  is  different.  The  fee  is  a  payment  for  benefit  received.  It  may  or 
may  not  hear  a  constant  relation  to  taxable  ability,  and  it  may  be  either  recurriiiK 
in  its  levy  or  levied  once  for  all.  It  may  equal  the  full  amount  of  benefit  received 
or  it  may  be  less  than  the  amount  of  benefit. 

A.  THE  PEOPEETY-TAX  PRINCIPLE. 

The  property-tax  principle  underlies  the  systems  of  most  of  the  Statet.  It  is 
embodied  m  two  distinct  forms.  The  predominant  type  is  found  in  the  proijerJy 
tax  pure  and  simple,  where  direct  aasessment  of  property,  as  in  the  case  of  indi- 
viduals, is  the  rule.  Less  prevalent,  but  no  lees  aijpiiflcant,  is  the  form  exempli- 
fied in  the  various  taxes  on  capitalization,  based  on  indirect  or  inferred  valuations 
of  ct^orate  property. 

1.  Tb»  pr^erty  tu-rThis  is  the  most  common  method  of  tann^g  transportation 
companies.  In  a  few  cases  it  is  subject  to  purely  local  adminietratlon,  but  in 
.  most  of  the  States  valuations' are  made  by  State  boards  or  ofQcials.  The  work- 
ing of  the  latter  method,  though  not  in  detail  identical  in  any  two  of  the  States, 
coincide  in  some  sach  general  cnaract«ri»tic8  as  the  following;  Certain  designated 
ofScialsof  the  various  railroad  coupaniesare  required  to  return  sworn  st^t^ents 
or  schedules  to  State  officials,  setting  forth  in  detail  the  length  of  line  with  all  its 
tracks,  and  the  proportion  thereof  in  each  tax  district  of  the  State,  all  peraonal 
property  of  every  kmd,  all  rolUng  stock,  and  often  a  detailed  description  of  Uie 
construction  of  track  and  roadbed,  the  time  spent  in  that  construction,  and  ithe 
value  of  miaterials  employed.  There  is  also  required  a  fall  statement  of  all  real 
estate  owned  or  need  m  each  tax  district;  of  all  statdons,  houses,  or  other  build- 
ings, and  all  equipment  connected  therewith;  of  the  amount  of  capital  stock. 
Including  its  market  value,  or  if  there  is  no  market  Value,  the  actual  value  of  the 
shares,  in  some  cases  including  a  list  of  the  shareholders  and  their  places  of  resi- 
dence, in  addition  to  a  atetemsnt  of  the  total  amount  of  all  indebtedness,  gener- 
ally excluding  current  expenses.  In  some  States  the  schedule  most  contain  a 
statement  of  the  respective  companies'  entire  gross  receipts,  entire  operating 
expenses,  and  entire  net  eamiugs.  with  a  samdementary  statement  of  the  amount 
of  such  receipts,  expenses,  and  earnings  resulting  &oin  biudness  done  exclusively 
within  the  State.  Neglect  to  furnish  these  sworn  schedules  is  generally  attended 
with  heavy  penalties,  and  false  statemento  are  punishable  as  perjury.  Further- 
more, in  many  cases,  the  State  officials,  to  whom  these  reports  are  made,  are 
empowered  to  require  additional  statements  when  necessary,  and  even,  as  pro- 
vided in  a  number  of  Btates,  to  summon  witnesses,  to  examine  tiiem  under  oath, 
and  to  compel  the  production  of  corporation  books  and  papers.  The  work  of 
assessment  ou  the  basis  of  these  returns  is  generally  intrusted  to  a  specially  con- 
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Htitnted  State  board,  by  whom  the  ralnstion  is  detenuin 
apportioned  among  the  local  tazing  dIetrictB  for  the  comp 
of  the  tax.  Railroad  real  estate  not  directly  employed  i: 
generally  both  aaseBsed  and  taxed  by  local  officials. 

The  chief  advantagee  of  this  general  method  may  be  emnu 
dntiee  of  asseeament  are  in  the  toain  performed  by  experi 
officials,  thna  minimizing  the  liability  to  nnequal  assessmt 
ities  and  between  companies,  nnder  a  property  tax;  the 
uorporationH  be  taxed  npon  the  aame  basis  as  indiyidaals  ii 
is  in  accord  with  both  State  and  Feder^  constitntlonal  pre 
both  reasonably  productive  and  constant  in  its  yield  from  3 

The  reports  of  Bi)ecial  State  tax  commisBionB  in  the  nu 
property  tax  except  by  way  of  condemnation,  npon  both  pri 
gronnds;  bnt  the  Keneral  a1;titnde  of  State  administrations : 
the  possibility  of  devieing  better  methods  appears  to  be  mn 
the  controller  of  Florida,  when  he  says: 

"  The  law  provides  for  a  nnifonn  and  eqnal  rate  of  taxatr 
erty  shall  be  aaseosed  at  its  'full  cash  valaei'bnt  it  seems  b 
to  devise  laws,  however  plain  and  explicit,  that  will  resnlt 
tion  of  the  burdens  of  govemment  accordine  to  the  value  ( 
and  the  ability  of  the  person  taxed  to  meet  the  obligation. " 

The  chief  defects  of  the  method  may  be  summed  up  by 
bersome  in  its  administration  and  not  proportional  to  the 
different  companies  taxed.  The  latter  ts  its  main  failing, 
nois,  where  the  system  of  valuBtion  is  as  exacting  in  its  pi 
as  thorongh  inrits  execution  as  in  any  other  State,  equality  i 
been  reached.    The  following  table'  will  verify  this  etat«in 


tUUrowl. 

TaluftHon. 

Kelt 

680,706 
101,707 

^m 

SI.  Louis.  iQdlana  aniTEurtcni 

61 

It  is  interesting  to  note  that  with  the  above  roods,  which  i 
criminately,  the  tax  varied  inversely  with  the  amount  o 
investigation  along  the  sanie  line  developed  the  fact  that, 
too  important  to  eatablish  a  general  mle,  the  general  trend 

Similar  facts  are  to  be  noted  in  Kansas,  altfiongh  in  thai 
to  more  flnctnatlng  business  conditions,  the  property  tax 
than  in  Illinois  the  attainiuent  of  eqnallty.  A  few  instanct 
lowing  table:' 
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'Figures  are  for  Ihe  year  enilInK  June  SO,  UW,  and  *re  compiled  Id  i 
rcporu  of  the  Illlnola  glale  board  of  equal  li&tloii,  KDd  of  the  mllroftd  and 
1898:  and  In  tbocaseol  Kannafrom  Uie  reports  of  the  Slate  anditaT  and  o 
comminlonerg  for  IBM.  Net  eamlngi  bere,  u  elacwb«re,  ar«  taken  to 
eigxjnseB  of  operatkui. 
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Over  periods  of  time  the  prt^>erty  tax  Is  likewise  IneffectiTe  as  a  measure  of  tax- 
paying  capacity.  It  is  inelastic  in  that  it  fails  to  adapt  itself  even  to  measnrably 
permaneilt  cnangee  in  the  profitabloness  of  the  railway  bneinees.  ^e  Ohio  tax 
conunission  of  lira  in  its  report  brings  oat  certain  facts  which  bear  directly  on 
this  point: ' 

"  The  valnation  of  the  Lake  Shore  and  Michigan  Southern  Bailroad  Company 
iiitheyearl87Bwa8|ia,BM,e09:  in  the  year  1893  it  was  $12,457 ,74S.  In  the  year 
1678  the  gross  earnings  of  thewnole  Lake  Shore  System  were  $18,605,159,  whereas 
in  the  year  1892  the  ki^ms  earnings  were  $23,41S,882  and  the  net  earnings  'were 
16,612,193,  as  against ^,498, 165  in  1876. 

"  The  comparison  for  the  same  respective  years  of  the  Talnations  of  the  Cleve- 
land and  Rttsbni^h  Railway  Company  is  equally  striking.  In  1878  the  whole  val- 
uation was  $5,781,000;  in  1S93  it  was  $4,495,000.  On  the  other  hand,  the  company 
did  60  per  cent  more  bnalneeaia  1893  thanin  1878,  its grossreceipts  being  $3,37a, 166 
In  1878  and  $S,43»^  in  1893. 

"  The  Pittsbnrg^,  Fort  Wayne  and  Chicago  Railway  Company  was  aasesaed  in 
Ohio  in  1878  at  $10^783,001,  and  in  1893  at  $I0,535,»48,  while  the  gross  T^ceipts  in 
1878  were  $7,880,000  and  $11,659,142  in  1893." 

These  iUTistratiotu  have  been  chosen  in  instances  where  identity  in  point  of 
mileage  of  Une  from  1878  to  1892  was  snhetantiallyjjreeerved.  The  year  1878  was 
selected  because  it  differed  in  point  of  valuation  m  no  material  way  from  other 
years  of  that  period.  The  real  vaJae  of  the  property  of  these  lines,  if  determined 
on  the  basis  of  earnings,  undoubtedly  increased  dnring  this  period;  and  had 
account  of  this  increase  been  taken  the  valoation  would  unquestionably  have 
mote  nearly  approximated  a  constant  relation  to  earnings.  Other  States  show 
results  fully  as  bad. 

In  the  administration  of  the  tax  on  the  cash  valuation  of  property  the  method 
of  arriving  at  a  valuation  by  capitaliilnff  earnings  at  a  certain  percentage  must 
not  be  confused  with  the  property-valuation  method.  Such  a  method  practically 
amounts  to  a  tax  on  eanwige,  and  in  its  effect  avoids  some  of  the  objectionable 
features  of  the  property  tax.  Such  a  method  has  already  been  followed  in  New 
York  and  has  been  pronounced  legal  hy  the  courts  of  that  State.  In  Ohio  it  has 
bad  a  limited  application,  and  in  a  few  other  States  it  is  occasiqually  emploved  in 
measuring  the  value  of  franchises  for  taxation,  but  Instances  ore  so  iaolatea  as  to 
be  of  but  sUfht  importance. 

The  eenersi  property  tax  as  locally  administered  ispecnllarly  liable  to  facility 
of  evasion  and  lack  of  uniformity  in  its  operation.  The  latt«r  failing  is  typically 
illustrated  by  an  instance  dted  in  the  report  of  the  New  York  railway  tax  com- 
mlssiott  of  1879,  where  it  is  stated  that  in  two  adjoining  counties  of  the  State 
(New  York)  the  valnation  of  the  same  railroad,  as  determined  hy  the  aseeMors 
of  the  two  counties,  varied  $34,000  per  mile.  Other  counties  varied  as  much  as 
$20,000  per  mile. 

2.  Taxes  on  capitalisation.— (a)  Tax  an  eapUai  stock  atpw-.—lida  tax  is  of 
slight  significance  from  the  stuidpoint  either  of  present  or  of  probable  future 
State  practice. 

(b)  Tax  on  capital  stock  at  aittuat  or  market  vaive,  and  ott-eapitai  ttock  plus 
bonded  ddrl.—la  those  States  where  the«e  methods  have  been  followed  reenlta 
have  been  reasonably  satisfactory. 

The  Massachusetts  tax  commission  of  1897,  commenting  on  the  system  of  Uutt 
State,  remarks  that  "  little  complaint  Is  heard  retarding  those  tuea — a  signal 


I  Report  of  the  Ohio  taiooDii&lHloDollsgS,  p.  S8^ 
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proof  that  the  taxpayers  accommodate  themselves,  if  not  irith  ease,  at  least  with- 
out serjone  complaint,  to  tmrdeod  which  are  steadj',  regular,  predictable,  and  (or 
which,  in  consequence,  they  are  able  to  make  ccdcolationa  and  adjust  their 

"ThecorjKiTation  taxis  particularly  Himple,  and  is  assessed  with anerring  exact- 
ness in  ibe  case  of  larg^  and  well-known  corixjratioiis,  whose  aharee  ore  rerolarly 
dealt  in,  and  conaeqaently  have  a  pabliclr  recorded  value.  Railways,  banks,  the 
larger  manufacturing  corporations,  and  others  whose  stocks  are  frequently 
quoted,  are  taxed  withont  a  word  of  inquiry  and  without  a  possibility  of  escape."' 

Uoreover  the  tax  is  economical  in  its  adminiatratian  and  tolerably  coitHtaut  in 
its  yield.  Ap[)lied  to  railroads,  the  Massachnsetts  tax,  like  the  corporation  taxes 
of  Pennsylvania  and  New  York,  has  fairly  well  kept  pace  with  increasing  raUway 
earnings. 

Id  some  cases  State  law  requires  that  capital  stock  shall  be  valaed  at  Its  actual 
value.  This  is  the  law  in  Pennsylvania  as  well  as  in  New  York.  Actual  value 
lanst  be  distinguished  from  market  valne,  although  in  practice  the  two  are  likelv 
to  be  the  same  where  miu'ket  values  are  easily  asceHainable.  I|he  New  fork 
conrts  have  emphasised  the  importance  of  observing  the  distinction.  Jndge  Corn- 
stock  says; 

"  There  is  no  property  so  liable  to  speculation  as  stock  in  corporations.    -    *    *■ 


Actual  valne  is  the  result  to  be  arrived  at,  for  soch  are  the  words  of  the 
statute,  and  the  inquiry,  therefore,  most  have  a  primary  r^ard  to  the  property 
and  estate  which  alone  impart  such  valne."* 

Where,  as  in  Pennsylvania,  bonded  debt  is  taxed,  dlfBcoltieB  arise  becanse 
of  the  restriction  of  the  tax  to  resident  bondholders.*  The  extent  of  the  injustice 
etrising  from  this  cause  may  be  inferred  froin  the  following  table  *,  prepared  by 
the  Committee  on  Kailroad  Taxation  of  tfae  Pennsylvania  Tax  Conference. 


2,Ma,ain 

80,000 

eoo.oQO 


fourth  example:  This  is  a  road  with  p80,000  of  bonds,  not  one  of  which  i 
in  the  State,  and  capital  stock  of  the  appraised  value  of  $884.  The  State  taxes 
on  this  road  ontside  of  the  tax  on  gross  eaminga  were,  in  1808,  G  mills  on  $384,  or 
$1.92.  The  eighth  road  does  not  ditfer  much  in  its  character  from  the  fourth,  and 
is  worth  about  the  same.  This  road  has  $200,000  of  bonds,  all  held  in  the  State, 
and  $80,000  capital  stock.  Its  State  taxes  outside  of  the-  tax  on  gross  earnings 
were  $1 ,200.  The  last  road  but  one  paid  no  State  taxes  on  capital  stock  or  bon<&, 
as  all  uf  its  bonds  were  held  by  nonresidents  and  its  stock  was  worthless.  The 
road  with  $3,000,000  of  bonds,  60  per  cent  of  whose  mileage  is  in  the  State,  would 
pay  nothing  on  bonds  and  the  capital-stock  tax  on  but  $ffii,850.  This  is  certainly 
not  equitable  taxation."' 


•Report  of  MBnachuaetU  Uz  comtalnlon  ol  1SD7.  p.  M. 
'People  T.  CoiomlnioaeiB  of  Taiei  and  Ane«meDta  (2S  N.  Y.,1K). 
•Railroad  company  d.  Peniuyliania  (IS  Wall..  MO). 
,    *Th<«1aaj»rtfonof  aCableonp.ieolttaeReportol  theCommltteeoi 
vanlaTai  Conlerence, 
>ftepoi(  d(  Cog|in||t«e  on  R«|lroad  T^i^tJ^,  Ta^  Copf^ienf^  ol  Penrurlvanla  Inl 


Railroad  Taxation,  Penoirl' 
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IHDU8TBIAL   COMMISSION: — TBANSPOBTATIOK. 


Compared  with  other  classes  of  property  in  the  State,  the  Committee  on  Bailroad 
Taxation  condnded  that  in  189S  the  railroads  paid  lees  and  in  1803  fully  as  mach 
as  other  property.  The  general  opinion  of  the  committee  as  regards  railway  taX' 
ation  in  the  State  was  as  followH: 

"There  are  glaring  ineqnalitiee  in  the  taxation  of  Pennsylvania  railroads,  some 
payingonafair  valtiationverymachmorethaiitheaverage,otherslesB.  •  •  • 
Tua  Inequality  grows  out  of  the  complex  system  of  taxation  of  railroads  in  Tog^e 
in  PennsylTania."' 

The  Connecticnt  system,  levying  a  tax  on  capital  stock  and  total  indebtedness. 
as  a  "  tax  on  property,"  avoids  the  difKcnlty  which  arises  in  taxing  nonresideiit 
bondholders.  Ths  tax  conference  of  Pennsylvania  interests  proposed  a  bill  oh 
the  lines  of  the  Connecticut  system  as  a  snmtitate  for  the*present  Pennsylvania 
syetem.  The  auditor's  department  has  since  looked  into  the  effect  of  each  a  move 
npon  the  taxation  of  corporations  from  the  standpoint  of  prodnctivity.  A  som- 
mary  of  the  reenlts  of  that  Investigation,  so  far  as  it  applied  to  railroad  taxation 
(187  railroads  reporting),  is  as  follows: 


Tuts  imdc 

pr««nll>-. 

Ml™** 

OBBtOCU, 

Onlo«». 

reoelpB. 

Total. 

IncriMC. 

IM 

IS!!! 

*4n,ose 

tSffi.T72 

0.975,689 
1,818.78! 

tZ,(BT,SSH 
1, 867,229 

, 

The  decision  of  the  United  States  Supreme  Conrt  in  the  Multnomah  Oonnty 
case  nrost  not  be  forgotten  as  snggesting  possibilitiee  in  the  way  of  greater  nm- 
formity  in  the  State  taxation  of  corporate  bonded  debt. 

In  New  York  the  join  committee  on  taxation,  reporting  a  bill  on  Janoary  15, 
1000,  for  the  taxation  of  mortgage  debts,  made  the  followmg  statement  in  this 
connection:' 

' '  Can  corporate  bonds  and  other  mortg^;e  debts,  when  owned  by  nonresidents, 
be  taxed  by  this  State?  The  owners  are  beyond  onr  territorial  jorisdiction,  and 
of  coarse  no  personal  lialnlity  for  a  tax  can  be  imposed  npon  them.  But  the  debts 
themselves  are  within  onr  power  if  we  can  reach  the  debtor  or  the  secority.  This 
is  shown  by  the  familiar  practice  of  attaching  or  gamisheeinK  debts  owed  to  resi' 
dentaof  other  States  or  countries  in  jodicial  proceedings.  The  Sapreme  Conrt  of 
Ute  United  States  had  held  that  an  attachment  in  Iowa  of  a  debt  owed  by  a  citizen 
of  Iowa  to  a  citizen  of  Kansas  was  valid  (althongh  x>erBoiial  jurisdiction  of  the 
Kansas  person  was  not  obtained) ,  and  that  payment  of  the  debt  under  the  order 
of  the  Iowa  court  was  made  binding  by  the  Constitution  of  the  United  States  upon 
the  conrte  of  Kansas,  (Chica^,  etc.,  Railway  Co.  v.  Sturm,  174  U.S.,  710;)  It 
la  said  that  the  situs  of  intangible  property  is  at  the  domicile  of  the  owner,  and 
for  some  purposes  the  stotement  is  correct.  The  rule,  however,  belongs  to  the 
common  law.  It  does  not  possess  constitatioiial  authoriw.  The  legislature  is 
competent  to  change  it.  The  Supreme  Court  of  the  United  States  has  aostained 
against  nonresidents  a  statute  of  Oregon  imposing  taxes  on  mortgages,  (Savings 
Society  v.  Multnomah  County,  169  U.  3.,  p.  421.)  "• 

B.  THE  INCOME  TAX  PRINCIPLE. 

The  income  tax  principle  lies  at  the  bottom  of  the  transportation  tax  systems  of 
a  nlimber  of  the  States,  where  various  taxes  on  receipts  and  earnings  have  been 
established. 

1.  Tax  on  gross  reoeipta.— This  is  the  tax  on  transportation  companies  recom- 
mended by  the  railway  tax  committee  in  1880,  as  well  as  by  the  Maryland  tax 
commission  of  18M  and  the  Maine  tax  commiBsioo  of  1889.  The  New  York  com- 
mittee remark's  that  "  the  requisite  of  a  correct  system  of  railroad,  as  of  other 
taxation,  is  that  it  stwnld,  in  bo  f ar  as  it  is  possible, be  simple,  fixed,  proportionate, 
easily  ascertainable,  and  susceptible  of  ready  levy."  The  committee  recommends 
the  tax  on  gross  receipts  as  "perfectly  simple,  *  *  •  thoroughly  propor- 
tionate, •  *  •  and  can  by  no  possibility  be  evaded."  A  little  rartner  on  in 
the  report  the  systtons  of  Michigan  and  Wisconsin  were  characterized  as  ' '  most 
intelligent  and  in  conformity  with  correct  principles. "  The  Maine  tax  commis- 
sion  ukewise  recommends  Ute  tax  on  gross  receipt«  as  a  method  "  doubtless  as 


le  Joint  CoDunlltee  on  Tazadon,  N.  ¥.  leglnlaturc  ol 
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The  report  of  the  Maryland  tax  commiBSion  of  1886  concei 
railroad  taxation.  The  commissioD  recommended  a  gra^< 
eaminffB.     In  a  sapplementary  minority  report  the  followin 

"  The  plan  recommended  by  the  other  members  of  the  cc 
as  good  as  any,  which  la  in  entire  harmony  with  out  exiatii 
anadeaerves  the  careful  consideration  of  the  legislature, 
ever,  to  inaugurate  a  new  systflm,  experience  points  to  the 
preferable.  The  roads  are  thereby  exempt  trom  local  taxa 
for  the  operation  in  charged,  varying  according  to  the  grc 
The  license  fees  are  expected  lo  defray  the  entire  expenset 
ment,  and  this  plan  is  oeing  followed  elsewhere  and  ever] 
Batigfactory  results.  It  is  Hunpler  than  the  aseesament  b 
well  06  State  anthoritiee,  and  the  railroads  are  almost  too  p 
by  the  local  authorities,  who  are  likely  to  be  worat«d  in  tl 
corpora  tionfl." 

But,  at  recent  years  the  opposition  which  has  developed 
consin  against  their  systems  of  gross  receipta  taxation  h 
This  agitation,  to  which  we  referred  above,  nas  arisen  Ian 
son  of  the  results  of  the  ktobs  receipts  tax  in  those  Statei 
more  successful  results  of  the  method  of  cash  valuation 
States. 

A  quotation  from  the  message  of  the  governor  of  Mic 
legislature  of  the  State  well  presents  the  attitude  of  the  op] 

"  The  method  is  unjust.  The  tax  upon  earnings  or  incon: 
the  railroad  companies.  When  the  times  are  hard  and  the 
tax  is  less.  In  the  meantime  the  State's  burdens  are  no  Ic 
have  increased,  and  the  relief  accorded  to  the  railroad  co: 
hard  times  and  depression  must  be  borne  by  the  prope:i 
Thus,  during  times  of  depression,  when  the  people  are  less 
dena  are  increased,  and  just  to  the  extent  that  the  railroii 
.   are  diminished. 

"  What  would  be  the  resnlt  if  the  State  attempted  to  colj. 
of  a  tax  upon  eamingB  or  income?  How  much  would  thii 
have  contributed  from  1893  to  18B7f  The  result  would  haT 
would  have  received  but  little,  if  any,  income  and  would  he. 
unable  to  meet  its  obligations." 

The  report  of  the  Michigan  railroad  couunissioner  for  18S 
tion  a  little  differently: ' 

"  It  is  apparent  that  the  present  system  of  taxing  railroai 

"First,  Because  it  is  inequitable  as  compared  with  theta. 
and  because  it  is  nnjost  to  tax  one  kind  of  property  upon  iti 
refuse  the  same  privilege  to  other  property. 

"Second.  Because  the  State,  under  the  present  law,  is  p< 
whether  the  earnings  reported  by  the  companies  are  accu: 
machinery  for  determiniug  or  reporting  the  same  being  | 
control  of  the  railroad  companies. 

-'Third.  Because  a  partial  ctmtrol  thereof  by  the  State 
tectit. 

"  Fourth.  Because  the  system  as  applied  to  roads  doing  a 
a  usurpation  of  the  power  of  Congress  to  regulate  commen. 
and  to  that  extent  is  void." 

The  Wisconsin  tax  commission  bf  1698  had  the  following 
t«m  of  that  State:  < 

"  Our  work  has  led  us  to  the  conclusion  that  all  the  ci 
taxed  on  the  basis  of  earnings  or  on  a  mileage  baae  pay  re]. 
other  persons  and  less  than  tliey  would  pay  on  the  basis  of  i 
we  are  nowpreparedeitber  to  recommend  that  the  system  >. 
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INDTT8TBIAL  COJCKISBION: — TRANSPORT ATIOK. 


The  B^Btems  of  both  HichiMo  and  WisconaiD  provide  for  taxes  gradnated 

accordinK  to  receipts  per  mile  M  line.    That  this  raethod  resnlte  in  man]'  inequali- 
ties will  be  seen  from  the  following  extract  from  the  report  of  the  Wisconsin  tax 

"  So  long  as  the  STstem  at  taxing  on  the  basis  of  gross  earning  exists  it  is 
evident  that  carefnl  attention  shonld  be  given  to  the  subject  of  classification. 

"There  are  several  instances  which  illnBtTate  that  the  existing  classification 
Bometimee  leads  to  singnlar  results  which  woold  seem  to  call  for  same  correc- 

"  The  taxes  paid  by  the  Qreen  Bay  and  Western  Railroad  in  1897  were  |S,745, 
and  its  gross  earnings  were  reported  at  $44!3.319,  or  |1,966.86  per  mile.  Under  the 
existing  law,  if  the  road  had  earned  (35  more  per  mile  it  would  have  paid  a  tax 
of  J13,500  instead  of  $8,74.').  That  is,  a  difference  of  less  than  $8,000  of  groaa  eam- 
ingH  by  this  road  made  a  difference  in  its  taxes  of  nearly  (10,000. 

"Aa  a  further  illustration,  the  taxes  paid  by  the  Kewannoe.  Green  Bay  and 
Western  road  were  St)09.38.  and  its  gross  earnings  (73,083,  or  (1,964.13  per  mile. 
If  the  rood  had  earned  (36  more  per  mile  it  would  have  paid  a  tax  of  (2,203 
instead  of  (009.88.  That  is,  a  difference  of  about  (1,300  on  its  gross  earnings  made 
a  difference  in  its  taxes  of  nearly  (1,600." 

Apart  from  practical  considerationB  of  this  nature,  it  is  to  be  doubted  whether 
the  method  attains  its  object.  This  practice  may  in  part  be  baaed  upon  those 
grounds  which  are  commonly  nrged  in  favor  of  progressive  taaation,  but  its 
chief  justification  is  to  be  found  in  the  notion,  mistaken  or  otherwise,  that  the 
larger,  relatively,  the  gross  earnings  of  a  company  are  per  mile,  the  larger  is  the 
proportion  attributable  to  net  earnings,  and  aa  a  consequence,  the  greater  its  tax- 
able capacity.  That  the  truth  of  this  notion  is  not  verified  by  the  statiatics  of 
the  larger  railroads  operatiiig  throngh  several  States  of  the  country  may  be  seen 
from  tne  foUowing  table:' 


22!  m  141 
26|ess:74i 
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Indei  nnmbera— 

Fomtlo 
ofDetto 

camlnn 


gr«B      Forltrcml 


PeoiuTlTuUa 

New  York  Central  uid  Hndion  River 

Erie 

CJevelund,  ClnrlnnBtl,  Chicago  and  St.  Louli . 

LouljvUle  and  Nashville 

Wabash 

AUhGSon.Topeka  and  Santa  Fe 1.M2.76 

Chii'KKO,  ttu'k  Island  and  I>aclflc 8,571.41 

Cblcajto,  Burlington  and  QuJncr ^>§^'7? 


I'vnnsTlvanla 

New  York  Central  and  Hudson  RIvi-r 

Erie 

Cleveland,  Cincinnati,  Chicago  and  St  LooIr.  . . 

LouIh villi' and  Nasbvaie 

Waba-h 

AichcBOD.Tiipckaand  Santa  Fe 

Chli'ugo.  Rock  iKland  and  PaclOc 

Chlci«(i,  Rurlington  and  Qulncj 


Since,  however,  the  matter  of  a  graduated  tax  is  essentially  a  State  problem, 
which  involves  both  large  and  small  roads,  a  different  result  might  be  expected 
from  au  examination  of  the  figures  of  lines  or  portions  of  lines  operating  in  single 
States.  But  the  following  table '  shows  that  the  evidence  is  almost  as  contra- 
dictory here  as  in  the  case  of  entire  railway  aystema. 

'  Report  of  WlK-onaiii  Ui  eoinmliBlan  of  188)1,  p.  132, 

'FlKiiren  UK  i-timplled  from  the  SIaUaUcrI  Report  ol  tho  Intomtalc  Commerre  Coaimlmion  for  IStlT. 
and  tovcr  the  ItaKl  year  ending  June  S(kl»" 
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It  is  often  urged  (as  in  the  message  of  the  ^vernoT  of  Michigan,  cited  above) 
that  the'  groea-receipts  tax  fnmiBhes  a  source  of  revenae  which  flnctuatee  vio- 
lently from  year  to  year.  The  following  table,  Betting  forth  the  amounts  of 
railway  taxes  and  theii"  proportions  to  total  State  revennee  in  Michigan  and  Wis- 
consin for  ail  consecutive  years,  will  throw  some  light  on  this  point. 


Michigan 



No!      receipts. 
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taxes. 

100 
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INDUBTRIAL   COMMISBION: — TRANSPORTATION. 


The  degree  of  fluctiution  here  is  not  so  great  as  in  the  caae  of  total  State 
reTennefl. 

The  qaestion  of  the  degree  to  which  a  groBB  receipts  tax  approaches  a  perfect 
measure  of  net  earning  capacity  is  an  important  one  from  the  standpoint  of  ins- 
tice  in  tax  diBtribntion.  The  following  table  will  illustrate  this  point.  The 
fignreB  are  compiled  from  the  statistical  report  of  the  Interstate  Commerce  Com- 
mission for  1697.  The  fissures  for  net  earnings  are  assumed  to  represent  the  rela- 
tive tax-paying  ability  of  the  different  groops  of  companies,  and  are  determined 
by  dedacting  from  gross  receipts  all  the  expenses  of  condncting  transportation 
(not  including  interest  payments  uid  taxes) .  The  territorial  groups  are  those 
employed  by  the  interstate  Commerce  Commission  in  their  annnal  statistical 
reports,  and  cover  the  whole  country.     Qronp  I  comprehends  the  New  England 


em  section  of  West  Virginia;  Group  III,  Ohio,  Indiana,  a: 

sola  of  Michigan  (the  dividing  line  running  through  PittfiDnrg  and  unicago,  tne 
northwestern  section  of  Pennsylvania  being  incladed);  Group  IV,  South  Carolina, 
North  Carolina,  Virginia,  and  the  major  part  of  West  Virginia;  Group  V,  the 
remaining  Sonthem  8tat«s  east  of  the  Uississippi;  Group  Yl,  the  States  and  por- 
tions of  Stat«s  east  of  the  Uissonri  River  and  west  of  the  eastern  border  of  Ulinola 
and  the  Great  Lakes;  Group  VII,  Montana,  Wyoming,  Nebraska,  the  northern 
third  of  Colorado,  and  the  portion  of  the  Dakotaa  west  of  the  Missouri  River; 
Gronp  VIII,  Kaiisas,  Arkansas,  Oklahoma  and  Indian  Territories,  Missouri 
(south  of  the  Missouri  River} ,  the  southern  two-thirds  of  Colorado,  the  extreme 
northern  comer  of  Texas,  and  New  Mexico  (north  and  northeast  of  Santa  Fe); 
Group  IX,  Louisiana,  Texas,  and  New  Mexico  (southeast  of  Sante  Fe) ;  Group  X, 
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mparison  for  four 


years  is  as  follows: 


18W •S8&,B2»,W7     ; 

18B5 1    387.16«,919 

ISte 412,6«7,-i7H 

im 406,641,100 


The  objection  may  be  raised  that  these  lUnstrations  are  far  from  revealing  the 
justice  or  injustice  of  the  gross  receipts  tax  as  between  individual  roods.  The 
objection  is  a  valid  one.  They  do,  however,  strike  an  average  figure  for  grou^ 
of  roads  situated  in  different  sections  of  the  country,  in  which  varying  economic 
conditions  predominate.  By  this  means  a  general  survey  of  the  workings  of  a 
general  gross  receiptA  tax  as  regards  tax  dintribution  may  be  obtained.  If  indi- 
vidual roads  were  chosen  the  apparent  injustice  of  the  tax  would  be  even  greater, 
for  there  are  roads  which  have  large  gross  receipts  and  no  net  income — taxes  and 
operating  expenses  swallowing  up  all  of  the  earnings.  Others  are  operated  for 
varying  percentages  of  the  gross  earnings,  leaving  a  varying  remainder  for  net 
income.  In  such  cases  gross  receipts  would  furnish  a  very  inconstant  index  of 
tax-paying  ability. 

2.  Tax  on  n«t  «aii)lncB  or  Inoome.— From  the  standpoint  of  actual  practice  this 
tax  Is  of  bat  flight  significance,  but  it  has  often  been  so  stron|tly  urged  that  a 
brief  consideration  will  not  be  amiss. 
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First,  with  regard  to  what  elements  staotild  eater  into  net  income  as  a  basis  for 
taxation,  ProfesHor  Selignian  mafaes  the  following  statement: ' 

"  QroBB  receipts  consist  of  all  earnings  from  transpt  rtation  of  freight  and  pas- 
sengers, receipts  from  bonds  and  stocks  owned,  rents  of  property,  and  all  miacel- 
laneoos  receipts  from  ancillary  business  enterpriaee  or  otherwise.  From  these 
aggregate  gross  receipti^  we  shoald  deduct  what  are  classified  by  the  InterstAte 
Commerce  Commission  hb  operating  expenses;  that  is,  expenses  for  conducting 
transportation,  for  maintenance  of  roadway,  stractttrea,  and  equipment,  and  tor 
fteneralexpensesof  management.  Nodednction  ahonldbemadeforfixedcharges, 
I.  e. ,  for  taies  or  for  interest  on  the  debt,  or  for  the  amount  nsed  in  new  construc- 
tion, in  l)etlcrment8,  in  investments,  in  new  oqnipment,  or  for  any  of  the  expendi- 
tures that  find  their  way  into  profit  and  loss  acconnt," 

A  tax  on  this  basis  Professor  Seligman  regards  as  the  "most  logical  form  of 
corporate  taxation."  The  Ohio  tax  commission  of  18S3  lihewise  decided  with 
regard  tfl  a  franchise  tax  on  corporations  that  "  from  the  economic  stuidpoint 
and  fr<.im  the  standpoint  of  exact  justice,  the  best  method  is  to  obtain  the  net 
earnings. "' 

A  tax  ou  the  net  income  of  transportation  companies  wonld  undoubtedly  haye 
a  number  of  considerations  in  its  favor.  For  instance,  compared  with  the  tax  on 
gross  receipts,  it  would  avoid  the  possibility  of  acting  as  a  check  on  expenditure 
for  improvement  of  service,  particularly  in  the  maintenance  and  repair  of  equip- 
mpnt.  Then,  too,  in  the  event  of  the  adoption  of  a  uniform  and  correct  system 
of  railwB}[  accounting  its  administration  would  be  very  simple;  but  chief  of  all, 
as  tae  Ohio  tax  commission  claim,  it  would,  if  rightly  administered,  be  propor- 
tional in  its  effect  upon  the  different  companies  taxed,  i.  e.,  it  would  effect  an 
equitable  tax  distribution. 

Out  of  the  inference  that  in  the  railway  business  as  traffic  increases  net  income 
bears  a  ratio  to  expenditure  which  in  the  long  run  constantly  grows  proportion- 
ately larger,  it  has  already  been  claimed  that  a  tax  on  net  income  wonld  be  a 
better  revenue  yielder  th«i  the  tax  on  gross  receipts.  The  following  table  does 
not  bear  out  this  view: 

OroKK  and  iiet  receipts  of  railways  of  England  and  Wales.' 
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M'rhir  toanil  iiit'ludlng  thiartale,  nteambnal,  eallal,  and  harbor  expenses  were  not  dednc 
grusn  recelplii  in  arriving  at  "— " 

Objectious*  to  the  tax  on  net  income  have  arisen  chiefly  from  the  administra- 
tive t^tandpoint.  Chief  among  these  has  been  the  contention  that  receipts  might 
be  largely  exhausted  in  the  payment  of  large  salaries,  thus  effecting  a  distrioa- 
tion  of  corporate  income  and  avoidin^f  the  payment  of  a  large  portion  of  corporate 
taxes.  This  might  readily  happen  with  small  corporations,  where  the  managers 
are  the  chief  holdets  of  the  corporate  stock;  but  in  the  case  of  railways  this  need 

'Seligman,  EiBB]-!! in  Taxation,  p.  201.  ^^  , 
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most  certainly  object  to  the  cnrtuiling  of  their  dividenda  which  would  resnlt 
from  such  a  practice. 

The  practice  of  the  more  advanced  European  nations  ie  in  line  with  this  form 
of  corporate  taxation.  In  England  corporationa  are  taxed  under  the  provisionB 
of  the  general  income  tax  law  (Schedule  D),  on  their  "net  profits,"  determined 
sobstantially  on  the  lines  of  the  definition  of  net  income  laid  down  above^  Rail- 
roads iu  addition  to  tiis  tax  pay  a  "corporation  dnty,"  correajwuding  to  the 
"  death  duties  "  on  individiialH.  m  addition  to  a  duty  of  5  per  cent  on  receipts  from 
passenger  traffic. 

In  France  corporations  in  general  pay  a  tax  of  3  per  cent  on  "lesint^r^te,  diri- 
dendea,  revenue  et  tons  aatres  prodnits  des  actions  de  tunt«  nature."  besides  the 
usual  real  estate  and  license  taxes.  Railroads  iu  addition  pay  a  "  public  convey- 
ance "  tax  on  passenger  and  eipress  traffic.  This  does  not,  however,  operate  as  » 
direct  tax  on  the  corporation,  for  the  tax  is  added  to  the  price  paid  for  passenger 
tickets  and  to  the  amount  of  express  charges.  Corporations  generaUy  commute 
for  the  payment  of  the  usual  stamp  tax  and  the  tax  on  the  transfer  of  secnritiee 
by  the  payment  of  an  annual  tax  on  the  amount  of  their  capital  stock. 

Host  of  the  States  of  G^ermanv  tax  corporations  on  income.  Prussia  for  more 
than  45  years  has  followed  the  plan  of  a  tax  on  net  income  with  its  railroads. 

Italy,  like  England,  taxes  corporations  on  net  income  under  the  same  law  which 
applies  the  system  to  the  taxation  of  individuals.  All  interest  and  dividends  are 
included  in  the  assessment. 

in  the  United  States  the  possibility  of  applying  such  a  method  would  depend  to 
a  degree  on  tie  attitude  of  the  United  States  Supreme  Court.  The  question  arises 
whether  or  not  this  form  of  taxation,  so  far  as  it  applied  to  income  from  interstate 
traffic,  would  encounter  the  same  objections  as  the  tax  on  gross  receipts. 

In  the  case  of  State  Tax  on  Railway  Gross  Receipts '  the  court  said:  "  It  ia 
not  denied  that  net  earnings  of  such  corporattons  are  taxable  by  State  authority 
without  any  inquiry  after  tneir  sources."  •  *  *  If  this  statement  is  to  be  taken 
as  an  accurate  index  of  the  tendency  of  the  court  in  the  matter,  it  would  be  need- 
less to  inquire  further.  The  decision  in  this  case  has,  however,  since  been  largely 
discredited;  and  even  though  the  validity  of  this  particular  stat«ment  has  not 
been  called  into  qaeHtion,  it  would  not  be  well  to  base  any  general  conclusion 
upon  it  alone. 

The  only  other  case  which  sheds  any  light  on  the  question  is  that  of  Philadel- 
phia and  Southern  Steamship  Company  v.  Pennsylvania.*  In  this  case,  which 
had  to  do  with  the  Pennsylvania  tax  on  ^ross  receipts,  the  court  say; 

"As  a  tax  on  transportation  *  *  *  itcannot  be  supported  where  that  trans- 
portation is  an  ingredient  of  interstate  or  foreign  commerce,  even  though  the  law 


imposing  the  tax  be  expressed  in  such  general  terms  as  to  include  receipts  from 
transiwrtation  which  are  properly  taxable.  HisiiTineeessa™.  (fierefore,  co  discuss 
the  queiiioti  which  teould  arise  if  the  tax  were  properly  a  tax  on  income.    It  w 


clearly  not  sueh,  but  a  tax  tni  transportation  only." 

The  most  that  can  be  said,  therefore,  is  that  a  tax  on  the  net  income  of  trans- 
portation companies  would  probably  not  be  regarded  as  an  interfer«nc«  with 
interstate  commerce,  even  though  such  income  were  in  part  the  product  of  intw^ 
state  traffic. 

C.  THE  FEE  OR  BENEFIT  PRINCIPLE. 

Besides  the  various  taxes  proper  which  are  levied  upon  corporations,  there  are 
certain  impositions  in  the  nature  of  fees — payments  for  special  benefits  rendered 
by  the  State.  Payments  of  this  latter  character  are  rendered  to  Government  in 
return  for  the  rignt  to  become  a  corixiration  and  the  right  to  do  business  in  a 
corporate  capacity. 

'nie  fee  principle  lies  at  the  root  of  a  variety  of  impositions  levied  under  a 
variety  of  names;  and  in  some  cases  it  is  almost  impossible  to  distinguish  that 
part  of  a  levy  which  ia  imposed  under  the  fee  principle  from  that  which  is  levied 
"iider  the  tax  principle.  In  such  cases  the  payment  for  benefit  received  is 
involved  in  the  total  tax  payment,  and  is  the  justification  for  a  departure  from 
the  test  of  tax-paying  ability  in  tax  distribution.  The  most  important  of  these 
levies  is  the  franchise  tax, 

"  The  right  or  privilege  given  by  the  State  to  two  or  more  persons  of  being  a 
corporation— that  is,  of  doing  business  in  a  corporate  capacity"*— constitutes  a 
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tema  of  a  majority  of  the  States,  and  it«  legality  has  been  conflnued  by  the  deci- 

sioas  of  the  United  States  conrta.' 

The  right  to  tax  a  franchise  is  limited  to  the  State  granting  it,  for  the  corporate 
franchise  ax  Buch  may  not  be  tAied  except  nnder  the  law  of  the  State  which 
created  it.  But  State  practicegenerally  applies  the  same  methods  to  both  domes* 
tic  and  foreign  corporations  byimposingtaiea,aBinNew  York,  on  "the  corporate 
franchise  or  Duainess." 

The  franchises  of  corporations  granted  by  the  United  States  Government  are 
not  taxable  by  the  States.  The  State  taxation  of  franchisee,  moreoyer,  must  not 
interfere  with  interstate  commerce.  Aside  from  these  limitations  the  power  of 
the  States  to  tax  franchises  is  practically  unrestricted.  As  a  conseqnence  differ- 
ent bases  of  measuring  the  value  of  the  franchise  have  been  applied  at  the  same 
time  in  different  States,  and  at  different  times  in  the  same  Stat«.  Gross  receipts, 
dividends,  profits,  indebtedness,  capital  stock,  capital  stock  minus  value  of  prop- 
erty, capital  stock  minus  value  of  realty,  et«.,  nave  all  been  employed  for  this 
purpose. 

In  Illinois  the  value  of  the  franchise  and  capital  Stock  subject  to  taxation  is 
declared  to  be  the  capital  stock  and  debt  in  excess  of  the  value  of  the  tangible 
property  which  Is  otherwise  taxed.  In  practice,  however,  in  the  case  of  railroads, 
the  valuation  of  the  tangible  property  has  been  such  as  to  leave  no  excess  to  be 
taxed  as  the  value  of  capital  stock. 

In  New  Jersey  the  method  followed  is  not  substantially  different  from  the 
niinoia  method,  although  it  is  subject  to  variation  from  time  to  time. 

The  California  method  provides  for  the  taxation  of  the  excess  of  capital  stock 
over  value  of  property.  In  Massachusetts  "  a  fair  cash  valuation  "  of  the  corpo- 
rate capital  stock  is  taken  as  the"  true  value  of  its  corporate  franchise  "  In  Een< 
tucky  capital  stock  less  the  assessed  value  of  tangible  property  in  the  State  meas- 
ures the  value  of  the  franchise.  The  MissiBsippi  law  vagnely  declares  that  the 
State  railroad  assessors  in  appraising  the  value  of  the  corporate  property  shall 
"take  into  consideration  the  value  of  the  franchise"  and  "the  capital  stock 
engaged  in  business  in  this  State."  The  provision  in  the  Vermont  law  is  equally 
vag:ue.  although  in  that  State  transportation  companies  generally  have  paid  a  tax 
on  jm>Ms  receipts  in  lieu  of  the  tax  on"  rights,  corporate  franchise,  and  property." 
In  Kansas.  Tennessee,  and  in  other  States,  earnings,  capital  stock,  and  debt  are 
all  taken  into  consideration  in  valuing  the  corporate  property  and  franchise  for 
taxation. 

It  will  thus  be  seen  that  the  ' '  franchise  tax  "  does  not  stand  for  any  deflnit« 
method  of  levy.  From  the  legal  standpoint,  however,  it  has  a  high  importance 
from  the  service  which  it  renders  in  avoiding  certain  restrictions  which,  without 
it,  would  arise  in  the  administration  of  the  ordinary  methods  of  corporate 
taxation. 

Thus,  the  constitutions  of  a  number  of  States  require  that  taxes  on  projierty 
shall  be  uniform.     It  is  often  desirable  in  the  taxation  of  corporations  *"  ^■•'■- 


fiction  of  the  "franchise  tax"  obviates  this  difficulty.    Then,  too,  f 
already  indicated.  State  taxes  on  property  the  subject  of  interatate  trumc  or  uu 
receipts  the  product  of  interstate  business  are  unconstitntional,  but  when  such  a 
tax  is  levied  as  a  franchise  tax  its  validity  is  indisputable. 

Furthermore,  if  a  tax  is  a  franchise  tax,  exemptions  for  certain  otherwise 
exempt  or  extraterritorial  property  can  not  be  claimed  as  under  the  property  tax. 

Lastly,  if  a  tax  is  a  franchise  tax  certain  objections  to  double  taxation  are 
removed.  For  instance,  nnder  the  property  tax  the  capital  stock  of  a  corporation 
may  be  taxed  only  on  that  portion  employed  in  carrying  on  its  business  within 
the  Stato  in  which  the  tax  is  levied.  Under  the  franchise  tax  the  entire  capital 
stock  is  liable  even  if  in  part  investtd  in  property  situated  within  another  State 
and  taxed  by  that  State. 

The  HO-called  "license"  and  "privilege"  taxes  closely  resemble  the  franchise 
tax.  Examples  of  this  are  the  New  Jersey  "license  tax  on  the  corporate  fran- 
chises "  of  telegraph,  telephone,  express,  and  parlor  car  companies,  the  Wisconsin 
"license  tax"  on  the  gross  earnings  of  railroadg,  the  Mississippi  "privilege  tax" 
on  railroad  and  car  companies,  and  the  Tennessee  "  privilege  tax  "on  railroad, 
express,  telegraph,  and  telephone  companies. 

'E.K.,  B»;  Home  Iniioraiii'r  Cumpeiiy  r.  New  York  (434  V.  S.,AM). 
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D.  LOCAL  TAXATION. 

There  iire  loxa  main  plana  followed  in  adjosting  the  relatioiu  of  local  taxing 
jnrisdjctions  to  transportation  companies:  (1)  That  of  locdly  toxii^all  transpor- 
tation property,  (3)  That  of  taxing  locally  only  snch  property  as  iB  not  directly 
employed  m  condacting  traneportation.  (3)  Tnatof  no  local  tax.  but  a  diHtriba- 
tion  locally  of  a  portion  of  the  proceeds  of  State  taxes,  and  (4)  that  of  no  local 
tax  and  no  local  aistribntion. 

A  variety  of  opinion  exists  with  reKard  to  the  desirability  of  these  different 
methods.  The  advisahOity  of  e«iantmig  the  objects  of  State  and  local  taxation 
has  been  widely  emphasized.  TDe  Pennsylvania  tax  conference,  for  instance, 
reported  on  this  point  mtbatantially  as  follows: 

"  In  many  States  the  Stat«  gccvemment  gets  its  revenne  from  a  State  tax  on 
connty  valuations.  This  was  coiginally  the  case  in  Pennsylvania;  but  a '  series 
of  amendments  and  jndicial  dedmons— partly  by  accident  and  partly  by  design ' — 
resolted  in  the  separation  of  State  and  local  sonrcee  of  revenne.  A  system  of  ad 
valorem  State  tajcation,  under  which  each  connty's  quota  is  made  to  depend  on 
the  Talnation  of  property  in  each  connty,  renders  a  proclivity  to  low  valnationB 
irresistible.  In  neignboring  States  the  assessed  valne  of  triable  property  has 
reached  a  very  low  ratio,  and  '  it  requires  constant  contention  on  the  part  of  the 
taxing  officers  in  those  States  to  prevent  it  from  getting  still  lower.'  The  follow- 
ing are  the  aggregate  values  of  real  estate  in  the  States  named  for  1890  or  1891: 

New  York:  Controllei'i  Report,  1890,  page  I0& «, 272,423,7*8 

Ohio:  AiiiilWfB  Report.  ISSl.pagelM. 1,1M,08S.(B1 
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KenliKTli)-:  Auditor's  Report,  IBS).  pag( 

Wen  Virginia:  Audiloi'e  Report.  1891,1 


"  There  is  also  a  complaint  against  the  nndervalnation  of  taxable  property  in 
Pennsylvania,  but  it  must  be  conceded  that  our  total  aggregate  valuation  of 
(2.003,943.137.  as  shown  by  the  report  of  the  secretary  of  internal  affairs  for  1891, 
bears  a  far  higher  ratio  to  the  actoal  selling  valne  of  our  real  estate  than  is  shown 
by  the  reports  of  the  other  8tat«s  named." 

In  the  same  report  Sgnrea  are  given  for  State  and  local  taxes  in  Pennsylvania 
in  1892,  which  may  be  grouped  bother  as  follows: 


itate,  county 

uid  local. 

Conntrand 

UHllocil. 

Upon  the  qaestion  of  local  assessment  the  conference  committee  conclude: 

"  While  a  difference  of  opinion  exists  as  to  whether  taxation  should  be  levied 
upon  such  property  by  the  State  or  by  the  local  boards,  it  seems  to  ns  manifest 
that  it  shonld  be  assessed  and  valued  by  officers  whose  jurisdiction  extends  over 
the  entire  State.  Each  railroad,  canal,  tele^^ph,  or  nipe  line  should  be  valued  as 
a  whole,  and  if  any  apportionment  is  made  it  should  oe  an  apportionment  of  the 
average  valuation  per  mile,  or  of  the  avails  of  taxation.  This  plan  has  been 
adopted  by  a  large  majority  of  our  sister  States." 

In  New  York  the  joint  committee  on  taxation  of  the  legislature  of  1890  looked 
with  favor  upon  the  abolition  of  the  local  property  tax  on  railroads,  bnt  found  it 
impracticable  to  recommend  its  abolition.    The  committee  said; 

'•  We  believe,  as  a  fundamental  principle  of  government,  that  a  political  entity, 
in  this  case  the  State,  should  have  an  independent  jurisdiction,  into  which  it  alone 
may  go,  and  from  which  it  may  realize  sufScient  revenue  for  its  own  support. 
Another  result  of  the  separation  of  the  State  from  local  taxation  would  be  the 
strict  accountability  to  which  local  officials  vranld  be  held  in  raising  and  dis- 
bursing moneys  used  for  Uie  support  of  local  government. 

"The  committee,  therefore,  has  sought  for  subjects  of  taxation  which,  together 
with  the  indirect  revenne  now  collected  by  the  State,  will  be  sufficient  for  the 
support  of  State  government. 

"It  was  believed  at  the  ontset  that  this  purpose  might  be  accomplished  by  with- 
drawing from  local  taxation  steam  and  surface  railroads,  telegraph,  telephone,  elec- 
trio  light  and  power  companies,  gas,  water,  and  pipe-line  companies,  ana  banks  and 
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troBt  companies,  and  liylevTiDgapoit  such  corporations  a  definite  rate  of  taxation 
for  State  pnrpoeea.  In  order  to  determine  the  feaeibilitf  of  onch  a  plan  it  became 
neceesarytoascertain  what  proportion  of  the  total  tax  raised  by  the  political  divi- 
sionsof  the  State  npon  the  property  of  Bach  corparationHwaa  paid  by  them,  and  the 
committee  with  very  great  labor  caused  to  be  fathered  the  entire  sams  paid  by  the 
cori>oratioiiB  named  in  three  of  the  conntieH  of  the  State,  to  wit:  Oswego,  C^tta- 
ranifus.  and  Chenango.  The  result  was  indeed  startling  in  many  of  it^  aspects. 
It  was  found  that  in  the  county  of  Oswego, in  the  year  1807,  the  sum  of  1027,750.83 
was  raised  by  taxation  for  all  pui^>osen,  and  that  of  this  sunt  the  steam  railroads 
alone  paid  9.08  per  cent,  and  that  in  the  county  of  Cattaraugus,  in  the  year  1898, 
$484,358.32  was  raised  by  taxation  for  all  purposes,  and  of  this  anm  the  steam  rail- 
roads alone  paid  11.89  per  cent,  and  that  in  the  county  of  Chenango,  in  the  year 
1897,  $317,837.09  was  raised  by  taxation  for  all  purposes,  and  that  of  this  sum  the 
steam  railroads  alone  paid  7.97  per  cent.  In  some  school  districts  in  the  connties 
named  the  steam  railroads  alone  paid  50  per  cent  of  the  taxes.  While  the  labor 
involved  in  the  exact  ascertainment  qf  the  taxes  paid  b^  the  corporations  named 
was  so  great  that  more  connties  conld  not  be  analyzed,  it  is  safe  to  say  that  these 
three  counties  furnish  a  criterion  for  the  rest  of  the  State." 

The  following  table  will  summarize  the  committee's  investigation  on  this  point. 
It  mnst  be  borne  in  mind  that  the  figures  will  have  to  do  only  with  such  taxes  as 
are  locally  a 
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The  Maine  tax  commission  viewed  with  disfavor  the  separation  of  State  and 
local  taxation.    They  say: 

"  It  is  believed  by  many  that  it  may  be  possible  to  assess  upon  corporations  an 
amount  sufficient  for  State  expenses,  and  thus  the  necessity  for  a  proper^  tax 
for  State  purposes  be  avoided.  If  this  were  possible  within  the  limit  of  just 
taxation  of  corporations,  it  would,  to  a  considerable  extent,  relieve  the  gen- 
eral tax  harden  of  the  people.  But  there  are  other  questions  besides  that  of  a 
slight  decrease  cf  taxation  to  be  considered  in  this  connection.  Would  it  be  a 
wise  and  salutary  thing  to  sever  the  financial  ligament  which  now  closely  unites 
the  State  government  with  the  town,  and,  in  fact,  with  every  individual?  Would 
it  be  beneficial  to  the  people  at  large  to  have  the  power  and  influence  of  corpora- 
tions BO  immensely  extended  as  they  would  be  in  case  the  State  were  dependent 
alone  on  them  for  its  revenues? 

"  It  appears  to  us  that  such  a  policy  would  not  be  wise,  and  that  to  resort  to  it 
would  be  to  sacrifice  an  importtuit  principle,  a  paternal  uid  unifying  element  of 
State  government,  at  a  very  cheap  price,"' 


1  Ueport  u[  Uaine  Tax  Commlnton  ul  1889,  p.  66. 


jdbyGoogle 


1082  INDUSTBIAL   001tMI88lON: — TBANBPORTATIOir. 

Upon  the  matter  of  a  distribution  of  a  portion  of  the  proceeds  of  State  taxation 
among  the  local  districtH,  the  Pennsylvania  tax  conference  said: 

"  In  this  3tate  we  are  drifting  into  a  practice  of  collecting  revenue  into  the 
State  treasarv  far  in  excess  of  the  aeeds  of  the  State  government,  with  the  pur- 
pose of  distriDutinKthe  snrplus  among  the  townships  and  municipalities  in  aid 
of  local  taxation.  The  wisdom  of  such  a  policy  is  questionable.  It  is  an  onnec- 
easary  circumlocntion,  and  exposes  the  public  revennes  to  additional  dangers  of 
waste  and  misappropriation.  There  wiQ  be  an  irresistible  tendency  in  the  legis- 
lature year  by  year  to  increase  the  appropriatione  in  aid  of  local  charities  and 
other  oojects  whose  benefits  are  not  evenly  diffused,  thus  decreasing  the  amount 
av&Uable  each  ^ear  for  schools  and  roads.  The  honest  and  economical  adminis- 
tration of  pubhc  aSairs  can  be  bettef  promoted,  and  the  self-reliance  of  the  peo- 
[lie  better  preserved,  by  remanding  the  whole  process  of  collecting  and  disbnraing 
ocal  public  revenues  to  the  local  authorities  as  far  asjiossible.  To  centralize  the 
Sacai  department  of  all  branches  of  civil  administration  at  the  capital,  making 
the  local  authorities  dependent  on  the  legislature  for  the  means  to  defray  their 
necessary  expenses,  is  a  vital  thrust  at  the  doctrine  of  local  self-government. 

In  New  Jersey  the  act  of  18S4,  among  other  thin^,  provided  for  the  taxation 
of  "main  stem"  or  "  first-claas  property."  and  for  property  other  than  main  stem 
or  "  second-class  property,"  by  State  authorities,  with  a  subsequent  distribution 
of  the  tas  on  "second-class  property " among  the  local  districts.  "This  Byat«in 
of  taxing  property,  used  for  raUroad  and  canal  purposes,  may  be  described  in  a 
sentence  as  a  property  tax  by  the  State,  through  State  assessors  or  officers,  in  its 
entirety  as  a  unit,  for  the  use  of  the  State,  with  a  distribution  of  a  part  of  the  tax 
by  the  State  to  the  local  taxing  districts  for  the  support  and  maint«naDce  of  the 
local  or  municipal  governments." ' 

The  New  Jersey  tax  commission  of  1897,  whose  report  deals  largely  with  local 
taxation,  concludes  that  the  method  of  distribution  works  injustice  in  that  State. 


like  amount  of  property  owned  by  individuals  and  other  corporations,  it  does  not 
follow  as  a  logical  seijoenco  that  the  distribution  by  the  State  to  the  local  taxing 
districts  is  just  or  fair.  On  the  contrary,  it  has  been  shown  by  evidence  and  facts 
before  us  that  the  act  of  1S84  in  its  practical  operation  works  some  injustice  bo 
the  local  districts  of  the  State,  not  only  in  the  relative  amount  of  land  withdrawn 
completely  from  the  local  or  mnnicipal  tax  comprised  in  the  '  main  stems '  com- 
monly known  as  first-lass  property,  but  also  in  the  amount  of  tax  which  the 
local  taxing  districts  receive  from  the  land  commonly  deeignated  as  second-class 
properhr.'" 

And  further;  "A  study  of  local  or  municipal  taxation  in  the  United  States  will 
show  that  land  is  the  chief  source,  the  principal  object  of  local  taxation.    *    -*    • 

"  Whenever  this  principle  is  violated  in  a  ^stem  of  taxation,  it  throws  the 
local  or  municipal  governments  oat  of  joint.  In  the  city  of  Washington,  where 
the  land  occupied  by  the  buildings  of  the  National  Government  was  exempt  from 
taxation,  the  ourden  became  so  onerous  on  the  individual  owners  of  land  that  at 
one  time  it  threatened  financial  disaster  to  the  District  of  Columbia,  antil  the 
Federal  GJovemment  assumed  part  of  the  expenses  of  the  local  government,  or 
contribated  ta  such  expen.ies  in  lieu  of  the  land  which  was  held  oy  the  Federal 
and  foreign  governments  exempt  from  local  or  municipal  taxation.  The  lands 
used  for  railroad  purposes  in  the  principal  terminal  cities  of  the  United  States, 
such  as  New  York,  Boston,  Buffalo,  Cnicago,  Philadelphia,  and  Pittsbui^,  are 
taxed  locally  for  the  use  of  the  local  governments."' 

»  <t  «  "  whenitisshownthftt  •  •  •  the  geographica!  position  of  some  of 
the  local  taxing  districts  in  the  State  is  such  that  in  those  taxing  districta  it  is  neces- 
sary, for  the  proper  and  legitimate  development  and  operation  of  the  railroad 
cqmpanies,  to  acquire  and  hold,  in  addition  tci  their  main  stem,  large  tracts  or 
blocta  of  land,  there  is  no  reason  in  good  morals  or  sonnd  principles  of  taxation 
why  the  State  should  deprive  the  local  municipalities  of  tiie  taxes  derived  from 
tracts  or  blocks  of  land  held  and  used  for  railroad  purposes,  in  addition  to  the 
main  stems,  and  known  as  second-class  property  under  the  act  of  1881.  It  is  the 
illogical  resnlt  of  an  otherwise  logical  system."' 


*  Itepurt  o[  (he  New  Jenx'y  tiuc 
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In  Maesachiuetts  the  method  of  distrilmtion  followed  by  that  State  wan  regai-ded 
with  disfavor  by  the  tax  commisBion  of  1897.'    The  commiBsion  says: 

"There  are,  however,  eome  questiona  as  to  the  present  mode  of  aistribnting  the 
proceedfl  of  the  tsxee  on  corporate  excess  to  which  we  think  it  necesaary  to  call 
the  attention  of  the  general  court.  They  are  distributed,  it  will  be  I'emeinbered, 
amon^  the  several  cities  and  towns  according  to  the  ownership  of  shares  by  their 
inhabitants.  We  have  already  referred  to  some  anomalous  results  of  this  method 
of  distribntion.  It  causes  disproportionately  larn^e  sums  to  be  tnmed  over  to  a 
few  towns  much  resorted  to  by  people  of  means.  But,  even  apart  from  these 
difBcalties,  there  are  others  which  make  it  doubtful  whether  under  any  circum- 
stances corporate  excess  shonld  be  made  a  direct  sonrco  of  revenue  to  the  towns 
and  cities. 

"  With  man};  corporations  there  is  a  very  large  corporate  excess.  All  railways, 
by  an  old  decision  of  the  courts,  are  exempt  from  local  taxation  on  their  right  of 
way;  and,  in  any  case,  the  valne  of  their  real  estate  and  machinery,  taxable 
locally,  is  not  a  great  proportion  of  their  total  valuation.  This  is  even  more 
strikingly  true  in  the  case  of  street  railways.  The  cities  and  towns  where  the 
shareholders  happen  to  reside,  perhaps  distant  from  the  places  where  the  eater- 
prises  are  carried  on.  get  the  main  benefit  of  the  taxes." ' 

In  West  Virginia  the  railroad  taxes  are  paid  into  the  State  treasury,  and  a 
portion  locally  distributed  upon  the  basis  of  the  sitos  of  the  railroad  property 
taxed.  The  New  Hampshire  method  is  a  cross  between  the  Massachnsetts  and 
West  Virginia  methods.  In  that  State  the  tax  on  the  general  property  of  rail- 
roads (excepting  real  estate  not  in  the  right  of  way,  which  is  locally  assessed  and 
taxed)  is  paid  to  Stateofficial8,whoBabsequentlydi8tribnt«  among  the  towns  one- 
fourth  of  the  proceeds  of  the  tax  according  to  the  valne  of  raili'oad  property  in 
those  towns,  and  of  the  residue,  to  each  town  sncb  proportion  as  the  number  of 
shares  held  hy  its  residents  bears  to  the  total  capital  stock  of  the  various  railroad 
companies.' 

In  Wisconsin  Stat«  court  decisions  have  been  adverse  to  tlie  taxation  of  rail- 
road property,  whether  by  State  or  local  anthorities,'  and  a  similar  state  of  affairs 
now  exists  in  Minnesota.' 

E.  UNIFORMITY  IN  RAILWAY  TAXATION  AMONG  THE  STATES. 

The  table  which  follows  will  throw  some  light  upon  the  question  of  the  extent 
to  which  current  State  tax  methods  approach  unifonnity  m  their  treatment  of 
the  individual  railway  systems  of  the  conntry.    Three  of  the  trunk  lines  have 
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The  following  table  ■  will  show  the  effect  of  eristing  tax  methods  npon  roada 
sitnated  in  different  sectiona  of  the  country,  as  gronped  in  the  atfttistical  report 
of  the  Interstate  Commerce  Commiaaion; 
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Chaptek  III. 
DOUBLE  TAXATION. 

e  essentially  the  product  of  the 
,  .      New  complitiationa  in  property 

rights  have  arisen,  wttich,  under  the  continued  application  of  the  principles  of 
the  property  tax,  have  resulted  in  much  injnatice  and  confusion. 

Double  taxation  arises  from  two  sources — either  from  the  repeated  taxation  of 
the  same  class  of  aubjocte  by  the  same  governmental  anthority,  or  from  the  taxa- 
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fdon  of  the  same  class  of  sribjects  by  competiiia;  authorities.  The  latter  is  the 
outcome  of  the  modern  mobility  of  capital  and  Tabor;  the  former  resnlts  largelf 
from  tiie  fact  that  property  and  certificates  of  ownership  in  property  in  tneir 
Tarions  forms  have  both  become  the  objects  of  taxation. 

It  might  be  well  to  remark  at  this  pomt  that  double  taxation  is  not  necessarily 
nnjust  taxation.  This  fact  is  often  overlooked  in  the  use  of  a  "  phrase  which  is 
itself  brimful  of  duplicity  and  highly  convenient  for  sophistical  reaaoners." ' 

A.  DOUBLE  TAXATION  BY  THE  SAME  JUBISDICTION. 

is  almost  superfluous  to 

..      ^ ,  .     ,      ,       I-    One  of  its  phases  is 

the  taxation  of  corporate  property  and  corporate  indebtedness.      , 

In  the  taxation  of  individuals  it  is  not  an  anusual  practice  in  the  assessment  of 
property  either  to  deduct  indebtedness  from  the  final  valuation  or  to  exempt 
indebtedness  from  taxation  when  the  total  property  is  taxed.  This  is  done,  for 
instance,  in  the  case  of  mortgages  on  real  estate  in  several  States,  to  avoid  what 
might  otherwise  be  nnioat  double  taxation.  The  analogy,  however,  must  not  be 
carried  over  into  the  taxation  of  the  capital  stock  and  indebtedness  of  a  corpora- 
tion; a  distinction  between  corporate  and  individual  indebtedness  must  not  be 
overlooked.  In  the  case  of  individuals  it  would  generally  be  unjust  to  tax  both 
property  and  mortgage  debt,  because  the  real  taxable  property,  when  the  mort- 
gage is  taxed,  is  only  the  surplus  above  indebtedness.  Corporate  bonded  debt  is 
a  portion  of  the  corporate  capital.  To  tax  indebtedness  of  this  character  in  addi- 
tion to  the  capital  stock  is  not  double  taxation,  for  the  capital  stock  is  representa- 
tive of  only  a  portion  of  the  corporate  property.  To  tax  corporate  property  as 
well  as  indebtedness,  however,  is  another  question,  which  gives  rise  to  considera- 
tions very  sindlar  to  those  involved  in  the  taxation  of  both  property  and  capital 
stock.    This  will  come  up  later. 

It  is  not  uncommonly  tne  practice  among  the  States  to  forbid  the  exemption  of 
funded  debt  when  capital  stock  is  taxed.  A  number  of  States,  notably  Caufomia, 
Connecticut,  Illiuois,  and  Maryland,  permit  individuals  to  deduct  indebtedness, 
but  forbid  the  same  practice  on  the  part  of  corporations.  This  policy  was  upheld 
in  the  California  courts  in  a  decision  which  pointed  out  clearly  the  distinction 
between  iudividual  and  corporate  indebtedness.'  The  Utah  statute  which  for- 
bids the  deduction  of  bonds  in  the  listing  of  credits  illustrates  an  analogous 

There  is  really  no  injustice  in  such  a  policy.  Injustice,  in  fact,  in  most  cases 
arises  from  the  opposite  practice.  As  an  illustration  of  this  fact  may  be  cited  the 
case  of  "a  company  which  never  paid  a  dollar  of  State  tax  upon  capital  stock 
prior  to  ItflIB,  The  New  York,  Pennsylvania  and  Ohio  Railroad  Company,  with 
a  capital  stock  of  £44,099.850  and  (139,658.080  bonded  and  other  indebtedness  out- 
standing, the  cost  of  the  road  and  equipment  being  4170.987,500,  was  the  owner  of 
428.59  miles  of  railroad,  extending  from  Salamanca,  N.  Y.,  te  Dayten,  Ohio,  it 
being  the  connecting  link  between  the  east  and  the  west  of  the  Erie  Railway  sys- 
tem and  competing  with  the  Lake  Shore.  Baltimore  and  Ohio,  and  Pennsylvania 
railroads.  Of  the  total  mileage,  136.16  were  within  the  State  of  Pennsylvania. 
As  stated  before,  this  company  had  never  paid  to  the  State  a  tax  on  capit»l  stock 
or  bends,  because  it  was  claimed  that  this  property  was 'bonded' far  beyond  its 
actual  value,  and  therefore  the  capital  stock  was  worthless.  The  bonds  were 
owned  by  nonresidents  of  the  State,  and  therefore  not  taxable.  ■•  ■•  •  This 
case  is  given  as  an  example,  showing  how  many  corporations  have  heretofore 
escaped  taxation  by  reason  of  a  funded  debt,  which  is  capital  invited  by  the  stock- 
holders with  the  hope  that  they  will  derive  additional  oenefit  from  such  added 
capital."' 

In  New  York,  as  concerns  the  local  taxation  of  capital  stock,  it  has  been  held 
by  the  courts  that  in  estimating  the  value  of  the  capital  stock  of  a  corporation  its 
indebtedness  is  to  be  considered;  but  the  valuation  having  been  fixed,  only  the 
value  of  the  real  estate  and  not  the  amount  of  indebtedness  is  to  be  deducted 
therefrom. ■*  Where,  however,  the  "capital  stock  is  of  no  actual  value"  because 
of  indebtedness  exceeding  assets,  it  must  not  be  assessed.'  This  is  applicable  only 
to  domestic  corporations. 

'  Report  ol  the  Joint  Comioltlee  un  TaiatJon.  New  York  Iwliilanire,  moo,  p.  10. 

•  CenCnl  Pu:lllt  Kailrvud  Co.  c.  Board  of  EqualiiaUon.  60  Cal..  U. 

•Hupdrt  of  the  Auditor  General  oli^nnaylvanfa  for  1897,  p.  vl. 

'Heoijle,  eirel.  Br(mdwayandC.R.B.Co.,r.Cominl!BioneraoI  TaieH  (1  Thomp.iCyflSfi). 

>Feopl«,cxnil,  WestSldeuid  YoukenRaUwa;  Co..Vi  Commlailoneiii  ol  Taxes  (SI  Hun.,  SI). , 
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The  taz&taon  of  the  interest  on  bonds  inTolves  the  same  principle  as  the  taxation 
of  the  bonds  themaelvea.  Interest  on  bonded  debt  aa  fnlly  as  dividends  on  stock 
coQBtitate  an  Intetjp'a]  part  of  the  coiporate  income  and  are,  as  ranch  as  the  latter, 

a  product  of  the  coiporate  inyestment. 

2.  Double  taxation  of  ptopertv'  and  atook. — A  second  phase  of  the  donble  taxa- 
tion of  the  some  class  of  subjects  ny  the  Eamejorisdiction  is  the  dotfble  taxation  of 
property  and  of  capital  stock.  To  tax  a  corporation  on  its  property  and  at  the 
same  time  to  levy  a  tax  on  its  secnritiee.  as  if  they  were  soDstantive  and  inde- 
pendent property,  is  in  effect  nnjuat  donble  taxation.  It  can  not  be  denied  that 
coiporate  property  and  capital  stock  are  not  identical.  As  hronght  ont  in 
Commonwealtn  v.  Hamilton  Maunfactnring  Co.,'  "the  market  valne  of  the 
shares  of  a  corporation  •  •  *  does  not  necessarily  indicate  the  actnal  valae  or 
amonnt  of  property  which  a  corporation  may  own.  The  price  for  which  all  eharee 
would  sell  may  arcatly  exceed  the  aggregate  of  the  cori>orate  propeoi^,  or  it  may  fall 
very  far  short  of  it.  Undonhtedly  the  amount  of  property  belonging  to  a  corpora- 
tion is  one  of  the  considerations  which  enter  into  the  market  value  of  its  shares, 
but  sncb  market  value  also  embraces  other  essential  elemeuts.  •  •  •  It  is  the 
estimate  pnt  on  the  potentiality  of  a  corporation,  on  it«  capacity  to  avail  Itaelf 
profitably  of  the  franchise,  and  on  the  mode  in  which  it  uses  its  privileges  as  acor- 
porate  bodj^,  which  materially  inflnences  and  often  controls  its  market  valne." 

While  this  is  true,  it  will  readily  be  granted  that  the  value  of  the  property  ia 
bonnd  np  in  t)io  value  of  the  capital  stock,  i.  e.,  that  the  property  is  at  least  a 
part,  if  not  the  whole,  of  the  conmrate  investment  which  capital  stock  is  sup- 
posed to  represent.  So  far  as  the  two  are  representative  of  the  same  taxable 
capacity,  tberefore,  the  taxation  of  both  by  the  same  authority  would  he  mijust 
donble  taxation. 

In  general,  the  legislation  and  legal  decisions  of  the  rarions  Statee  have  been 
adverse  to  donble  taxation  of  this  character.  The  courts  of  Maryland  have  from 
the  beKinninR-  followed  the  principle  that  a  tax  on  capital  stock  covers  a  tax  on 

fropeity,  and  that,  therefore,  tlie  taxation  of  both  at  the  same  time  is  unjust. 
1  a  nnmber  of  States  (e.  g.,  Alabama,  Dlinois,  Indiana,  and  Vermont)  this  prin- 
ciple is  recognized  and  only  the  excess  of  capital  stock  over  property  is  taxed!  A 
recent  law  in  Wyoming  provides  that  the  property  of  domestic  corporations  shall 
be  assessed  and  taxed  in  the  same  manner  as  the  property  of  individuals;  "  but 
the  capital  stock  of  suchcorporations,  representing,  asit  does,  simply  the  interests 
of  the  owner  thereof  in  the  property  of  such  corporation,  shall  not  be  taxed." 
In  California  the  taxation  of  both  property  and  capital  stock  has  been  declared 
by  statute  to  be  doable  taxation,  go  that  neither  the  corporation  nor  the  share- 
holder is  taxed  on  capital  stock  or  shares.  Colorado  follows  the  dictom  that  the 
taxation  of  tangible  property  and  of  shares  of  stock  is  not  double  taxation.  The 
opposite  is  the  practice  in  Illinois,  as  well  as  in  Florida  and  Idaho,  where  it  haa 
been  declared  that,  when  corporations  are  taxed  on  their  property,  shares  of  stock 
in  those  cori)orations  shall  not  be  taxed.  In  Kansas,  shares  of  stock  are  taxable  to 
holders  after  property  deductions  have  been  made.  In  New  Jersey,  shares  of 
stock  are  not  assessed  againstholderswhen  the  corporationis  taxed  on  its  property 
and  franchise.  In  New  Mexico,  statute  providondeclareB  that  when  acorporation 
is  taxed,  either  on  its  property  or  on  its  capital  stock,  shareholders  are  sot  to  be 
taxed  on  their  shares.  Tne  same  provision  is  made  in  Sonth  Carolina,  Tennessee, 
Utah,  Wai^hington,  West  Virginia,  and  a  few  other  States;  though  in  Tenneesee 
a  legal  decision'  arrives  at  the  conclusion  that  the  State  may  lay  such  a  tax,  not- 
withstanding the  statute  to  the  contrary.  In  all  of  these  cases,  however,  a  ^s- 
tinction  must  be  drawn  between  capital  stock  and  shares  in  the  hands  of  holdeis. 
This  will  be  brought  np  again  later. 

E^ly  legal  opinion  in  Pennsylvania  was  not  adverse  to  a  tax  on  both  conwrate 
property  and  capitalstwjk.  InPittsbnrg.etcR.R.  Co.  ".Pennsylvania, 'thecourt 
delivered  the  opinion  that  "the  power  of  the  legislature  isas  ample  to  tax  twice  aa 
to  tax  once,  and  it  is  done  daily,  as  all  experience  shows.  Equality  of  taxation  is 
not  required  by  the  constitution. "  But  the  general  trend  of  subsequent  decisions 
has  been  in  the  opposite  direction.  For  instance,  it  has  been  held'  that  the  capi- 
tal stock  of  corporations  representing  tangible  property  outside  of  Pennsylvania 
is  not  taxable  in  Pennsvlvania;  and  further,' that  "  camtal  stock  represents  the 
franchises  as  well  as  tne  property  of  the  company,"  i&rming  several  previous 


iweRllh  F.  KUndud  on  Ci>.  (tOI  Ph.,  IK)  ancl  nomTnmiiri'aDIi  r.  Anwrii'nii  Dfcilgliw  (>>. 
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rately  taxed. 

Those  State  methods  which  tax  capital  etock  after  maldiig  dediictiona  Iqt  the 
TalneofpTopertylc>call7taxed(aainMa3sacliaBett8).  act  asadiscriminatioD  against 
individti^a,  which  is  not  necessary  as  a  guard  against  double  taxation.  Individ- 
uals are  taxed  on  their  property  by  both  State  and  local  anthorities.  The  analo- 
gons  practice  in  the  case  of  corporations  would  be  local  taxation  on  its  present 
basis,  and  State  taxation  of  capital  without  property  deduction.  The  decision  in 
Commonwealth  v.  Cemetery  Co."  very  well  expresses  this  view:  "A  tai  on  capital 
stock  is  a  tax  for  State  purposes  only,  so  that  local  taxation  apon  the  property  in 
which  the  capital  stixtk  of  a  company  is  invested  is  not  double  taxation." 

B.  DOUBLE  TAXATION  BY  COMPETING  JUEISDICTIONS. 

This  problem  i 
which  may  arise  in  its  different  ri  .... 

wealths,  or  separate  local   districts.      In  the  present  instance  those  questions 
which  come  up  among  the  several  States  are  the  important  ones. 

A  variety  of  practice  has  sprang  ap  in  this  respect,  and  a  practical  solution  of 
the  difficnltiesof  the  situation  is  by  no  means  simple.  Professor  Seligman  believes 
that  the  easiest  way  ont  of  the  confusion  would  be  that  of  levying  the  tax  in  those 
districts  where  economic  interest  is  involved.  Such  a  plan  would  necessitates 
division  of  the  tax  between  the  place  of  domicile  of  a  corporation  and  the  place 
or  places  in  which  business  is  done  and  earnings  derived.  With  transportation 
companies  such  a  plan  might  be  followed  ont  somewhat  in  the  following  manner: 
Etegarding  the  domicile  of  the  company  as  the  place  of  its  incoriwration,  let  the 
incorporation  tax — possibly  an  annual  sum— represent  that  portion  which  should 
go  to  the  State  of  domicile  of  the  corporation;  then  let  the  main  tax,  or  tax  proper, 
De  paid  to  the  State  or  States  in  which  the  corporate  business  is  carried  on.  Such 
a  plan  could  be  completely  realized  only  after  substantial  interstate  ^reements 
have  been  reached  or  the  National  Qovemment  has  taken  a  hand  in  the  matter. 
There  is  thus  far  no  complete  uniformity  in  the  practice  of  the  States  on  any  of 
the  various  phases  of  the  question. 

1.  Interntate  taxation  of  corporate  propertr. — The  first  phase  of  the  problem 
arises  in  the  interstate  taxation  of  corporate  property.  As  concerns  real  estate 
the  interstate  feature  of  the  problem  is  a  simple  one,  the  universal  rule  being  that 
such  property  shall  be  taxed  where  situated.  An  early  New  York  decision '  to 
the  effect  that  real  estate  is  not  to  be  assessed  at  a  company's  principalplace  of 
business,  but  where  it  lies,  shows  the  general  attitude  on  this  question.  Tiie  difl- 
cnlty  arises  in  the  taxation  of  personal  property.  Here  the  practice  varies 
between  the  taxation  of  this  class  of  property  according  to  its  actual  situation,  as 
well  as  according  to  the  residence  or  domicile  of  its  owner;  i.  e. ,  in  legal  termi- 
nology, according  to  the  principle  of  situs  or  that  of  mobilia  personam  Bequuntnr. 

In  Hew  York,  property  located  out  of  the  State  can  not  be  made  the  subject  of 
taxation  by  its  power;  and,  conversely,  the  personal  property  of  a  nonresident, 
situated  within  the  State,  may  be  taxed  by  it,  except  as  modified  by  statute  pro- 
vision.^ It  has  been  further  held,  however,  that  to  exempt  the  personal  property 
of  a  corporation  because  it  is  outside  of  the  State,  the  change  of  location  must  be 

Ermanent  and  unequivocal.''    A  similar  decision  has  been  reached  in  Illinois.' 
Missouri,  likewise,  "  theactnal  situs  of  personal  property,  and  not  the  domicile 
of  the  owner,  determines  under  the  law  where  it  shall  be  taxed.' 

In  Pennsjdvania  the  same  principle  has  been  recognized  in  the  taxation  of  capi- 
tal stock.  The  court  has  decided  tnat  capital  stock  invested  in  real  estate  and  in 
other  railroads  outside  ot  the  State,  as  well  as  in  vessels,  barges,  etc.,  wholly  used 
outside  of  the  State,  is  not  subject  to  taxation  in  Pennsylvania,  but  in  the  State 
where  it  exists  and  is  used.'  InMaryland.  Kansas,  Michigan,  South  Carolina,  and 
other  States  the  principle  of  situs  is  likewise  applied.    As  stated  in  a  prominent 

1 170  Pa.,  227. 

■Hudson  River  Bridge  Co.  v.Patleraon  (11  Hun..  .137). 

■Peoplecx.rel.Uoylr.CommlnlonerBOl  Taxesm  N.  V..ZZ4),  JtwouM  nppenr  from  Ihc  decision 
that  ablpa  at  acn,  rcgietered  at  a  port  wlthtu  the  Stau-,  and  conseqiientl)-  having  □□  dtui  elsewheie, 
are  liiitly  taxable  to  the  resident  owner. 

*  People  ex  rel.  PBoiflo  Mull  Sieamehlp  Co.  (M  U.S., 541). 

'BnpervlBOn,  etc.,  t.  Davenport  (40  in„igT  . 

•BLliula  P.Taylor's  Admra.  (47  Mo.,  W4). 
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legal  treatise,'  "Personal  property,  permanently  remaimng  id  a  State, has  asitns 

therein  for  the  pnrposee  of  taxation  althongli  belonging  to  a  foreign  corporation. " 

In  other  States,  nowever,  the  practice  of  taxing  domestic  companies  on  their 


entire  property,  regaiiUeea  of  its  location,  is  in  aome  cases  applied,  so  that  the 
same  property  is  taxed  twice  by  di&erent  States.  With  railroads  the  difficulty  is 
no  longer  of  particnlar  Hignificane  so  far  as  concerns  tangible  personality  subject 
tomeasorably  permanent  location,  bnt  with  rolling  stock  the  qaeetion  is  more 
complicated.  The  difference  between  the  two  kinds  of  property  is  recognized  in 
the  Tennessee  law  taxing  railroad  companies.  Real  estate  and  i>ersonalty  having 
stable  location  are  taxed  as  "localized  property,"  and  assessed  in  the  locality 
where  situated ;  property  having  no  actnal  mtne — i.  e.,  rolling  stock — is  known  as 
"  distributable  property."  and  is  ass^aed  against  the  ccnpacy  employing  it  on  a 
pro  rata  mileage  basis.  In  those  States  where  rolling  stock  Is  assessed  as  part  of 
a  general  railroad-property  valuation,  the  name  method  is  generally  employed. 

In  Karye  v.  Baltimore  and  Ohio  R^ulroad  Co.,'  it  was  decided  that  the 
dtuB  of  rolling  stock  may  be  fixed  in  whatever  locality  such  property  may  be 
broaght  and  nsed  by  its  owner  by  the  law  of  the  place  where  it  is  found.  In  this 
particular  case  the  right  of  Virginia  to  tax  the  rolling  stock  of  the  Baltimore  and 
Ohio  Railroad  Company  was  not  allowed  on  the  ground  that  the  Virginia  law  had 
application  only  to  domestic  corporations.  T)nt  in  resj)ect  to  the  ^neral  ri^ht  of 
a  State  to  tax  the  rolling  stock  of  forci^  corporations  employed  within  its  lm[tits, 
the  court  said  that  "  it  would  certainly  be  competent  and  legitimate  for  the  State 
to  impose  upon  such  property,  thus  osed  and  employed,  its  fair  share  of  the  bur- 
dens of  taxation  imposed  upon  other  similar  property  osed  in  the  like  way  by  its 


In  the  State  railroad  freight  tax  cases,*  the  court,  referring  to  the  principle  of 
mooilia  personam  sequuntur,  says  that  "it  may  be  doubted  very  reasonably 
whether  sach  a  role  can  be  applied  to  a  railroad  corporation  as  between  the  dif- 
ferent localitiesenibraced  by  italineof  road;  •  •  •  the  rule  is  merely  the  law 
of  the  State  which  recognizes  it  •  •  •  [and]  therefore,  subject  to  legislative 
repeal."  In  Baltimore  :i'.d  Ohio  Railroad  Co.  v.  Allen,'  it  was  held  that  tn 
the  case  of  a  leased  line,  rolling  stock  used  thereon  has  its  situs  there.  In  Pull- 
man Palace  Car  Co.  v.  Twombly,'  it  was  decided  that  cars  nsed  on  a  rail- 
road, and  owned  by  a  nonresident  of  any  State  in  which  they  are  employed,  are 
not  exempt  from  taxation  in  that  State  by  reason  of  their  being  instnunentalitiea 
tised  exclusively  for  interstate  commerce. 

From  these  decisions  it  will  be  seen  that  the  power  of  the  States  to  tax  rolling 
stock  nsed  at  all  within  their  borders  is  not  subject  to  narrow  restrictions.  The 
right  to  do  this  upon  a  pro  rata  mileage  basis  in  the  case  of  companies  engaged  in 
interstate  commerce  is  undispnted;  and  State  practice,  as  already  indicated,  1b 
following  this  plan. 

The  rule  as  to  vessels  enf^aged  in  foreign  or  interstate  commerce  is,  that  their 
situs  for  purposes  of  taxation  >s  their  home  porii  of  registry,  or  if  unre^tered, 
the  residence  of  their  owner.*  Somewhat  analogous  is  the  Pennsylvania  decision' 
that  corporate  property  like  barges,  dredges  eto. .  without  permanent  location  in 
any  place,  is  taxable  only  In  the  State  of  the  corporation's  domicile. 

2.  Interstate  taxation  of  corporate  Bacniltiea — The  second  phase  of  the  double 
taxation  of  the  same  class  of  suojects  by  competing  authorities  is  the  interstate 
taxation  of  corporate  securities.  The  evils  resulting  from  donble  taxation  of 
this  character  have  been  so  generally  recognized  as  to  call  for  express  I^Mation 
on  the  subject  in  a  number  of  instances.  In  New  York  the  law  of  1880  (chap. 
42)  provided  for  the  taxation  of  corporations  on  their  entire  capital  stock.  In 
1865  thLs  was  so  amended  as  to  extend  only  to  that  portion  of  the  capital  stock 
employed  in  business  within  the  State,  A  court  decision"  in  1B87,  however,  on 
the  basis  of  the  law  of  1380,  held  that  the  entire  capital  stock,  and  not  the  portion 
of  it  employed  within  the  State,  was  the  legal  measure  of  business  done  within 
the  State.  Subse<iuent  legislation  came  around  to  the  principle  of  the  law  of 
1885  for  both  foreign  and  domestic  corporations. 

In  Pennsylvania  the  practice  has  uniformly  been  that  of  taxing  only  that  por- 
tion of  the  capital  stock  represented  by  business  done  in  the  State.  This  was 
Riven  judicial  sanction  in  Commonwealui  v.  Standard  Oil  Co, ,  whtre  it  was  held 


hip  Co.  (17  Howard,  GM}. 

n  DniilgInK  Co.  (ISS  Pl.SM). 
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'  that  the  "power  of  taxatioi 
State,"  and  that  the  laws  of 
stock  of  a  foreign  corporati 
is,  its  capital  stock,  to  the  e 
the  transaction  of  its  bnsii 
has  general!}' been  determlt 
as  applied  in  Pennsylvania 
in  Pnllman  Palace  Car  Co.. 
portation  company,  repreee 
and  without  a  State,  is  taze 

The  same  conclusion  had 
r.  P.  W.  <S;B.  E.  R.  Co.,=  w 
the  pro-rata  mileage  basis  i 
iiuately  just,  at  any  rate  is 
to  adopt." 

In  Connecticut,  where  b<i 
portation  companies  are  a 
Massachusetts,  where  the  c 
stock,  transportation  compii 

The  application  of  this  ini 
uxiheld  in  the  United  States 
railroads.  Upon  the  whol 
interstate  complications,  tt' 
a  ton-mileage  basis  might  i 
tive  difSculties  might,  now 
In  the  ease  of  telepnone  coi 
been  adopted  in  certain  ca 
practicable  from  the  admir 

Just  at  present  the  pract 
taxation  of  express  compa 
being  threatened  in  a  con  ' 
Indianapolis,  and  which  is 
final  determination.  One ' 
that  under  the  Indiana  law  i 
the  State  board  of  tax  coi . 
snbjectio taxation,  shall ta  . 
and  river,  foreign  and  don 
of  the  aggregate  value  whi 
Indiana  bears  to  the  whoI(  1 
lake,  and  river,  foreign  am 
conrts,  the  taxable  value  v  j 
nificant  revenue.  A  more  : 
"such  lines  or  routes  as  i  : 
this  difficulty. 

In  certain  States,  as  in  I 
tion  of  capital  stock  has  n  , 
corporations  on  the  presur  | 
ital  stock  in  the  State  of 
shares  of  stock  in  a  corpor  i 
taxation  in  another  State:  i 
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held  by  Donreeidents  ot  a  State,  Ib  a  tax  on  the  corporation  and  not  on  the  stock- 
holder, and  is  therefore  valid.  In  New  Orleans  v.  Houston'  it  wa«  farther 
held  that  the  aaaesament  of  a  tax  upon  the  ahares  of  holders  appearing  on  the 
hooka  of  a  company,  which  the  company  is  required  to  pa;^  irrestiectire  of  anv 
dividends  or  profite  payable  to  the  shareholder  out  of  which  it  mignt  repay  itsell, 
is  BabHtantiaUy  a  tax  npon  the  corporation  itself.  In  United  States  v.  Railroad 
Company,'  however,  the  conrt  held  that  a  tai  on  dividends  or  interest  paid  by  a 
corporation  in  a  tax  on  the  income  of  the  stockholder  or  tliebondholder  and  not  on 
the  income  of  the  corporation.  The  state  of  the  law  in  the  taxation  of  capital 
stock  (or  of  the  shares  constitnting  that  capital  stock) .  therefore,  ia  that  capi- 
tal stock  may  be  taxed  by  a  State  regardless  of  the  residence  of  the  holders  of 
shares. 

The  legal  statas  of  a  tax  on  bonded  debt  (or,  as  the  coorts  wonld  sav,  on  the 
bonds  which  constitnte  it)  has  been  qait«  different.  Here  it  has  been  held  that 
a  State  can  not  tax  the  Ivmds  of  a  corporation  held  by  nonresidents,  on  the 
gronnd  that  bonds  are  debts  owed  by  a  corporation,  the  property  of  its  creditors, 
and  therefore  taxable  only  in  the  State  of  the  doniicUe  of  those  creditors.'  In 
Bells  Gap  Railroad  Company  v.  Commonwealth,'  as  distingnlshed  from  the  deci- 
sion in  New  Orleans  v.  Honston,  the  conrt  decided  that  a  tax  on  bonds,  thongh 
paid  by  the  corporation,  "is  a  taxon  the  bondholder  and  not  on  the  corporation," 
in  which  the  matter  of  collection  was  simply  a  matter  of  convenience. 

It  is  difficult  to  see,  from  the  economic  standpoint,  why  bonds  shonld  be  treated 
differently  from  stocks  in  the  matter  of  taxation.  From  this  point  of  view  the 
early  Pennsylvania  decision  in  Maltby  v.  Reading  and  Colnmbns  Railroad  Com- 
Itany'  wonld  seem  to  have  the  sounder  basis.  In  this  case  the  conrt  says: 
"  Corporate  stocks  are  property  here  thongh  'owned  beyond  our  jurisdiction. 
"  *  *  But  loans  are  not  stocks,  and  yet  the  loans  and  stock  of  a  railroad  com- 
pany resemble  each  other  in  many  respects.  Both  are  subscribed  under  the 
authority  of  a  special  law,  and  both  are  so  far  capital  that  they  are  employed  for 
the  same  general  purpose.  The  certificate  of  stock  *  *  *  is  mere  paper 
evidence  of  property  existing  here.  •  •  *  Is  the  bond  •  •  •  anything 
more?  *  *  *  It  is  founded  upon  and  derives  its  value  from  a  mortgage,  but 
that  mortgage  is  here,  and  the  franchises  and  properties  which  the  mortgage 
binds  are  here  within  our  jurisdiction.  •  •  •  Now,  although  loans  and  stocks 
are  distin^ishable  for  many  purposes,  yet  the  le^slature  created  no  very  great 
solecism  m  treating  loans  as  taxable  property  within  onr  jurisdiction.  •  •  • 
Corporate  loans,  thongh  in  some  sense  mere  debts,  are  like  moneys  at  int«reet, 
taxable  as  property." 

If,  however,  the  decision  of  the  United  States  Supreme  Court  in  Savings 
Society  u.  Multnomah  County' should  be  held  to  applv  to  corporate  bonds  as  w^ 
as  to  individual  mortgages,  the  formeT'  attitude  or  the  court  will  have  been 
reversed.' 

But  leaving  the  Multnomah  County  case  out  of  consideration,  the  course  of  the 
Supreme  Court  has  not  been  entirely  consistent.  In  Railroad  Company  v.  Col- 
lector,' a  case  which  arose  over  the  Federal  revenue  law  of  1864  taxing  dividends, 
coupons,  etc.,  the  court  held  that  the  law  was  not  invalid  because  under  its  pro- 
visions the  tax  was  withheld  from  the  dividends  and  interest  of  stockholders  and 
bondholders  not  residing  in  this  country.  The  same  decision  was  reached  in 
U.  S.  V.  Erie  RaUway  Co.*  In  this  case  Justice  Field  ^ints  out  in  a  dissenting 
opinion  the  conflicting  nature  of  the  above  two  decisions  with  that  in  U.  S.  v. 
Iteilroad  Co.,'°  where  it  was  held  that  such  a  tax  was  a  tax  on  the  creditor  and 
not  on  the  corporation,  making  the  tax  under  the  law  in  question,  according  to  the 
opinion  arrived  at  in  the  caseT>efore  the  court,  a  tax  on  nonresident  aliens. 

As  matters  stand,  leaving  the  Multnomah  County  case  still  in  doubt,  the  States 
may  tax  only  that  portion  of  a  corporation's  bonded  debt  which  is  held  by  ro- 
dents. Under  the  Pennsylvania  law,  as  laid  down  by  the  courts,"  the  burden  of 
proof  as  to  the  residence  of  its  bondholders  rests  witn  the  corporation — i.  e.,  cor- 
porate loans  in  the  operation  of  the  law  are  assumed  to  be  held  by  residents  in  the 
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absence  of  proof  to  the  contrary.  Thie  advantt^e  is  more  than  counterbalanced, 
liowever,  by  the  disadvantage  under  which  the  State  ia  placed  in  the  collection 
of  the  tax  on  resident  holders  of  bonds  in  a  foreigin  corporation;  for  the  courts  of 
the  State  have  held  that  a  State  can  not,  conaietently  with  the  Constitntion  of  the 
United  States,  impoee  upon  a  forei^  corporation,  when  paying  the  interest  on  its 
bonda  in  another  State,  the  dnty  of  dedncting  from  the  Interest  paid  ont,  the 
amonnt  asaeesed  upon  that  portion  of  the  bonded  capital  held  by  residents  of  the 
first-mentioned  State.' 

Should  future  developments  along  the  line  of  the  Mnltnom^  County  ease  fail 
to  solve  these  difficulties,  there  still  remains  a  way  of  ^rtially  avoiding  them  by 
adopting  fke  practice  of  Conneoticnt  in  the  niatt«r.  There  transportation  com- 
paniee  are  taxed  on  a  valuation  equal  to  such  portion  of  the  market  value  of  the 
capital  stock  and  debt  as  is,  in  the  economic  sense,  employed  in  bnBine;.3  within  the 
State.     In  the  case  of  raUroada  this  is  determined  upon  a  pro  rata  mileage  hasia. 

3.  Int«istate  tazatloD  of  iecelpta.~Tbe  interstate  taxation  of  corporate 
receipts,  earnings,  or  Income  is  anotner  phase  of  the  doable  taxation  of  the  same 
class  of  subjects  by  competing  authorities.  This  question  has  received  consider- 
able attention  at  the  hands  of  the  United  States  courts.  The  first  case  of  impor- 
tance arose  in  1873  over  the  Pennsylvania  law  laying  a  tax  on  merchandise 
according  to  tonnage.  In  this  case'  it  was  decided  that  any  State  tax  upon 
freight  taken  up  in  one  State  te  be  carried  into  another  State  is  an  interference 
with  interstate  commerce,  and  is  therefore  unconstitutional.  In  the  same  year  it 
was  decided  in  another  case '  that  a  State  tax  on  the  gross  receipts  of  a  railway  is 
not  unconetitutional,  even  though  those  receipts  accrue  in  part  from  freights  for 
transportation  from  State  to  State.  Although  the  company  which  was  thus  taxed 
was  a  domestic  corporation,  it  does  not  appear  on  the  face  of  the  decision  that 
the  court  was  dedrone  of  making  any  express  distinction  between  domestic  and 
foreign  corporations.  The  court  says:  "While  it  must  be  conceded  that  a  tax 
upon  interstate  transportation  is  invalid,  there  seems  to  be  no  stronger  reason  for 
denying  the  power  of  a  State  to  tax  the  fmits  of  such  transportation  after  they 
have  become  intermingled  with  the  general  property  of  the  carrier  than  there  is 
for  denying  her  power  to  tax  goods  which  have  been  imported  after  their  original 
package  has  been  broken  and  after  ( liey  have  been  mixed  with  the  mass  of  per- 
sona! property  in  the  country."  In  the  prMent  case  "the  tax  is  laid  upon  the 
gross  receipts  of  the  company;  laid  npon  i>.  fund  which  has  become  the  property 
of  the  company,  and  possibly  expended  in  imnrovements  or  put  out  at  interest," 

Had  the  decision  reached  in  this  case,  at  least  in  its  probable  implication,  been 
followed  in  subsequent  cases  the  present  difliculties  which  are  constantly  arising 
when  a  State  seeks  to  lay  a  tax  upon  the  gross  receipts  of  a  foreign  corporation 
from  business  other  than  that  transacted  wholly  within  that  State  would  have 
been  avoided;  but  a  narrower  interpretation  has  since  been  put  npon  thisdecision 
by  the  Supreme  Court.  In  a  later  case*  it  wac  held  that  a  tax  on  the  gross 
receipts  of  a  foreign  corporation  is  unconstitutional  if  those  receipts  are  in  part 
the  proceeds  of  interstate  traffic.  In  the  decision  it  wau  stated  that  in  the  earlier 
case  the  tax  was  upheld  because  the  company  in  the  controversy  was  a  domestic 
coiT>oration,  and  that,  therefore,  the  tax  was  a  franchise  tax.  In  Philadelphia 
and  Southern  Steamship  Company^  the  same  ground  wau  taken;  hut  it  was  fur- 
ther held  that  the  decision  in  the  Railway  Groea  Receipts  Tax  Case  was  legtjly 
unsound  in  so  far  as  it  was  based  on  the  analogy  of  goods  removed  from  the 
ori^nal  package  (as  held  in  Brown  v.  Maryland,  12  Wheat.,  419).  Other  later 
decisions  take  tne  same  gronnd. 

In  a  more  recent  case,'  decided  in  1891,  the  Maine  tax  was  upheld  on  the  old 
ground  that  the  tax  was  a  franchise  tax,  the  real  party  in  the  litigation  being  a 
domestic  corporation.'  It  was  implied  in  the  decision,  however,  that  the  distinc- 
tion between  domestic  and  foreign  corporations  is  not  an  absolutely  necessary 
one.    JudL-e  Field,  in  delivering  the  opinion  of  the  court,  said: 

"  The  privilege  of  exercising  the  franchises  of  a  corporation  within  a  State  is 
generally  one  of  value,  and  often  of  great  value,  and  the  subject  of  earnest  con- 
tention. It  is  natural,  therefore,  that  the  corporation  should  be  made  to  pay  some 
proportion  of  the  burdens  of  the  government.  As  the  granting  of  the  privilege 
rests  entirely  within  the  discretion  of  the  State,  whether  the  coriioration  be  of 

1  New  York.  Lake  Erto  &  WnUnm  R.B.Co.  i.  Pk.  (IBS  Pn.,ffffi). 

'Blate  Freight  Tax  (la  Wall..  1132). 

•State  Tax  on  RallMray  Groga  RcceipU  (IS  Wall..  2flli. 

•  Firgor.  Michigan  (121  V.  S..  230). 
'  122  U.S..  828. 

•  Maine  r.  Onmd  Trunk  Ballway  Company  (142  IT.  S.,  217). 
'The  Atlantic  and  St.  1a wreace  Railroad  CompaQ;. 
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domestic  or  foreiB:ii  origin,  it  majr  be  conferred  npon  each  conditioiiB,pectuiiai7 

or  otherwise,  as  tne  State  in  ite  judgment  may  deem  most  condnciTe  to  its  inter- 
est or  policy.  It  may  require  the  payment  into  its  treaenry  each  year  of  a  specific 
enm,  or  may  apportion  the  amount  exActed  according:  to  the  valne  of  the  bnsineea 
permitted,  as  disclosed  by  its  gaina  or  receipts  of  the  present  or  past  years.  The 
character  of  the  tax  or  its  validity  is  not  determined  by  the  mode  adopted  in  fixinK 
its  amonnt  for  any  specific  period  or  the  times  of  its  payment.  The  whole  field 
of  innniry  inh)  the  eitent  or  revonae  from  sonrces  at  the  conunand  of  the  corpora- 
tion IS  open  to  ijie  ponsideration  of  the  State  in  determining  what  may  be  justly 
exacted  for  the  privilege.  The  mle  of  apportioning  the  charge  to  the  receipts  <a 
the  business  would  seem  to  be  eminently  reasonable,  and  Htely  to  produce  the 
most  satMactory  resnlta  both  to  the  State  and  the  corporation  taxed." 

Whether  telegraphic  messages  may  be  considered  the  subjects  of  interstate  com- 
merce might  at  first  be  questioned.  Such,  however,  is  in  effect  the  burden  of  the 
decisions  of  the  United  States  Supreme  Court,  These  companies  are  in  respect  to 
the  taxation  of  their  receipts  subject  to  sabstantially  the  same  provisions  as  rail- 
roads. According  to  the  flecision  in  Tele^aph  Company  r.  Texas,'  any  telegraph 
company  accepting  the  M^visions  of  Title  65,  United  States  Revised  Statntes, 
becomes  an  agent  of  the  United  States  as  regards  Government  business;  and  any 
State  law  imposing  a  tax  on  messages  is  void,  both  as  to  Government  messages  and 
to  messages  sent  out  of  theSlate.    InRattermanv.  Western  Union  Telegraph  Com- 

rny,'  a  decision  of  general  application  to  transportation  companies  was  reached, 
the  effect  that  though  a  tax  on  ^oss  receipts  trom  both  intrastate  and  interstate 
commerce  is  inv^d,  tne  taxisvalid  bo  far  as  it  applies  to  the  intrastate  portion  of 
those  receipts. 

To  snm  up,  the  legal  statue  of  the  gross-receipts  tax  is  substantially  as  follows: 
Domestic  corporations  maybetaxedontheirgross  receipts  regardless  of  the  source 
of  those  receipts,  provided  they  are  not  entirely  the  proceeds  of  interstate  com- 
merce. Foreign  corporations  may  be  taxed  only  on  the  intrastate  portion  of  their 
receipts.  The  distinction  from  the  legal  standpoint  arises  out  of  the  fact  that  in 
the  former  case  the  tax  is  a  tax  on  franchise,  and  in  the  latter  case  a  tax  on  busi- 
ness— i.  e.,  a  tax  on  interstate  traffic — which  is  in  violation  of  the  interstate  com- 
merce clause  in  the  Federal  CouBtitutiou. 

The  receipts  of  the  large  transportation  companies  are  to  a  large  extent  the 
proceeds  of  interstate  tramc.  Auy  ti'ansportation  tax  system  which  confines  the 
incidence  of  a  tax  to  purely  intrastate  receipts  is  in  tlie  main  an  inadequate  one. 
As  we  have  just  seen,  however,  such  is  the  necessary  practice  in  the  taxation  of 
foreign  corporations.  As  concerns  the  taxation  of  net  income,  it  is  probable  that 
the  question  of  the  validity  of  such  a  tax  would  be  determined  upon  different 
grounds. 

C.  DOUBLE  TAXATION  OF  OOBPORATION  AND  SECURITY  HOLDER. 

The  simultaneous  taxation  of  both  corporation  and  security  holder  is  one  which 
may  arise  under  competing  authorities  as  well  as  under  the  same  jurisdiction.  It 
la  a  problem  which  may  not  be  viewed  from  the  standpoint  of  single  groups  of 
corporations  (e.g.,  transportation  companies,  manufacturing  corporations,  etc.); 
from  any  ultimate  point  of  view  it  must  comprehend  the  entire  field  of  invest- 
ments. To  tax  both  corporation  and  security  nolder,  when  a  tax  on  investments 
is  general,  is  clearly  double  taxation;  but  when  a  tax  applies  only  to  a  special 
class  of  investments,  the  question  can  not  be  decided  without  examining  into  the 
incidence  of  the  tax.     Professor  Seligman  says  on  this  point: 

"  If  only  one  ciass  of  corporations  is  taxed,  the  purchaser  of  these  corporate 
securities  will  escape  taxation ,  because  the  amount  of  the  tax  is  discoantod  in  the 
depreciation  of  the  security.  For,  let  us  Buppose  that  a  corporation  previously 
untaxed  has  l>een  paying  B  per  cent  dividends  on  its  stock  quoted  at  par.  If  a 
Special  tax  of  10  per  cent  oe  imposed  on  these  dividends,  the  stockholders  will  get 
only  ii  per  cent.  But  since  by  the  supxtosition  other  classes  of  corporations,  or 
at  all  events  other  noncorporate  investments,  are  not  taxed,  the  price  of  the  stock 
will  fall  to  90,  Peoplewhocanget5perconton  their  capitalwillnot  ordinarily 
consent  to  take  4^  per  cent.  The  original  holders  of  the  stock  will  indeed  lose, 
bnt  the  new  purchasers  will  not  be  affected,  because  the  tax  is  capitalized  and 
leads  to  a  de|ffeciation  of  the  capital  value  of  the  stock.  A  dividend  of  f4.50  on 
stock  costing  $90  is  as  good  ns  one  of  fS  on  stock  costing  $100.  A  tax  levied  only 
on  corporate  proflts,oronlyon  some  special  classes  of  corporations,  does  not  affect 
any  one  bnt  tnose  who  become  stockholders  before  the  imposition  of  the  tax.    To 
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tax  the  new  pnrchaeer  on  ) 
double  taxation . 

"There  is  one  other  con 
corporation  and  the  eecnril 
we  nave  »een  that  if  the  t: 
and  the  stockholder.  In  tl 
when  the  income  tux  on  th< 
of  the  bondholder  as  well  a; 
however,  it  happens  that  tl 
and  to  count  the  tax  amoni 
In  Hnch  a  case  it  U  really  t 
is  fixed,  and  what  is  not  d 

EluB  eamingfi.  which  woul 
ondholdem  are  not  reache 
that  they  may  be  exposed  i 
Bnt  the  tax  as  such  does  n 
corporate  bonds  goes  ecot 
thus  really  not  involve  an] 
case,  a  study  of  the  real 
apparently  double  taxatioi 

where,  however,  the  prj 
the  llmita  set  by  their  ean 
holders  would  be  tinjnst. 
investment  had  already  re 
that  investment. 

To  the  tax  administrato: 
the  taxation  of  secnritieN  i. 
for  purposes  of  taxation.  1 
of  thisdifacnlty.  Itwillb 
cles  which  arise  in  the  w 
this  source.  The  emeriei 
of  this  character  will  go  it 
bring  it  ont," 

In  State  practice  the  etf 
is  a  variable  one.  In  Ari: 
this  to  be  double  taxation 

Eractice  has  been  guarded 
a  Pesnsylvaiiia  the  attiti 
on  the  subject  were  arri 
that  "  shares  of  stock  and 
ferent  things,"  and  that,  tl 
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taxable,  and  •  •  •  th 
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Railway  V.  Commonweal  t 
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Commonwealth  v.  Fall  I 
"  a  tax  upon  the  capital  s 
owners  of  the  parts  or  sh 
respective  holdings,  is  doL 
enactment."  And  furthf 
capital  stock  under  the 
hands  of  their  holders.  ] 
In  the  early  practice  of  1 
the  corporation  did  not 
courts  subsequently  abac 
statute  provision  or  judit 
as,  for  instance,  in  Indiai 
In  some  States,  on  the 
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exception  of  mannfactm-ing  oorporations,  ae  do  Looisiana,  Haiue,  North  Caro- 
lina, Wyoming,  and  otlier  States  with  corporations  genei^ily. 

Some  States  apply  different  mlee  to  different  corporations,  Vermont,  for 
instance,  ezpresBly  exempts  railroad  stocks,  and  Een^cky  stocks  in  telegraph, 
telephone,  and  expresH  companies.  Then,  too,  in  some  States  («■  K-,  Lomsiana, 
Maine,  Minnesota,  Kansas,  and  Rhode  Mand)  certain  property  dednctionB  are 
made  in  determining  the  taxable  valae  of  sbares. 

In  Maaaachneette  a  distinction  is  made  between  domestic  and  foreign  corpora- 
tions. The  former  nay  a  tax  on  capital  stock  as  a  whole,  and  shareholders  are 
exetDpt.  Resident  shareholdors  in  the  latter  are,  as  far  as  possible,  assessed  and 
taxea  by  the  local  tax  ofBcers.  The  MassachnsettH  tax  commission  of  189T  made 
the  following  comment  on  this  aYSt«m. 

>  ■  ■  "If  all  the  States  foQowed  the  Massachnsetts  method  in  taxing  cor- 
porations and  secaritiee,  it  is  evident  that  thronghont  the  conntry  all  snares 
owned  by  persons  living  ontside  the  State  where  the  corporation  was  cbartered 
wonld  be  doubly  taxed;  taxed  first  to  the  corporation  in  the  State  where  organ- 
ized, taxed  second  to  every  owner  who  lived  onteide  that  State.  The  Conuuoa- 
wealth  by  its  own  corporation  tax  has  estopped  itself  from  denying  that  its 
syatem  of  taxing  ahares  involves  donble  taxation.' 

The  courts  of  the  United  States  were  at  first  very  leniently  inclindd  in  their 
decisions  toward  the  doable  taxation  of  corporation  and  security  holder;  bnt  that 
ground  has  since  been  abandoned.  In  Tennessee  v.  Whitworth,'  the  Supreme 
Conrt  held  that  doable  taxation  is  not  to  be  presumed  in  the  absence  of  special 
statutory  provision  to  that  effect.  In  New  Orleans  v.  Houston,'  the  court  held 
that  a  tax  on  the  holdings  of  shareholders  paid  by  a  coiporation,  irrespective  ot 
the  dividends  payable  to  the  shareholders,  is  snbstantially  a  tax  upon  the  corpora- 
tion itself;  and  again,  in  the  sam^  case.  "  It  is  well  settled  by  the  decisions  of  this 
conrt,  that  the  property  of  shareholders  in  their  shares,  and  the  property  of  the 
corporation  in  its  capital  stock,  are  distinct  property  interests;"  but  the  right  to 
tax  both  is  not  to  be  presumed  unless  snco  "  is  the  legislative  intent,  clearly 
expressed." 

As  regards  the  simnltaneons  taxation  of  bonds  and  of  bonded  debt,  the  United 
States  Supreme  Conrt, it  will  be  remembered,  has  uniformly  held  {at  least  up  to  the 
Moltnomah  County  case)  that  a  tax  on  bonds,  even  when  paid  h^  the  corporation, 
is  a  tax  on  the  bondholder  and  not  on  the  corporation.  iTliis  principle  is  followed 
in  the  laws  of  Maryland  and  Pennsylvania.  In  Connecticut,  on  the  other  hand, 
where  the  tax  is  levied  against  the  corporation  on  a  valuation  equal  to  the  value 
of  the  capital  stock  and  indebtedness,  a  tax  on  bonds,  assessed  against  bondhold- 
ers, has  been  declared  not  to  involve  double  taxation. 

The  solution  of  the  problem  of  how  to  tax  securities  is  as  involved  as  it  is 
important.  Upon  the  surface,  the  most  practicable  plan  should  appear  to  be  the 
abandonment  of  the  attempt  to  tax  property  of  this  type,  and  in  ite  stead  the  f(d- 
lovring  out  of  a  plan  to  tax  the  corporation  directly  to  the  full  extent  of  its  tax- 
able capacity.' 


1  Report  of  Musicliuselu  (ax  commladoD  of  1891,  p.  T9, 
'lliu'.s'.2 


ly  the  UaiHBcfaiuetti  Tu  Commlmloii  of  IBBT,  1«  eminently  man 
Ml  says:  "It  laa  larKeand  dlSlcult  qutstion  of  publlcpollc;>Dd 

, 1>- Bs  to  shares,  but  m  ti)  twnda.  M  to  loenson  t£e  plcilge  ol  pnv- 

eny  ontaide  Ibe  Blate,  as  to  Kcuiliiee  ut  Tarious  torts,  la  our  great  federal  union,  with  a  Uoveni- 
tnent  Dartly  natlotinl,  paitly  Slate,  we  find  vast  maisee  of  property  ovned  vbolly  or  In  MM.  dlrocUy 
oi  Indliecuyi  by  permni  livtng  outside  tbe  State  wbere  the  pmpcrty  is  dtuated.  Id  justice  lo 
IndlvldualH,  in  comity  toward  sister  States,  Id  tbe  practical  admlnutratlon  of  Ibe  tax  ayMem,  irbat 
■hould  bconr^nenil  poHiUoQ  a«to  Btich  prapertyT   •   •   • 

"  We  arc  not  prepared  to  reeommend  tbe  entire  eiemption  from  all  taxation  of  foreign  alocki  tutd 
other  iiecurlliui;  but  we  are  unbesllatltigly  ol  opinion  that  the  present  metbod  ol  tazlne  tbem  is  bul 
in  principle  ae  well  aa  ineffective  In  practice.    *    ■    • 

"  We  believe  that  the  propoeed  nyslcm  of  rlglil  enforcement  by  Slate  asKSsment  woaid  not  ai«om- 

filiah  its  objei't.  and  that,  quite  apurt  from  the  deeintbUiCy  of  Ibe  end  proposed,  the  result  would  be 
roll  leas  and  disappointing.    >    •    • 
"'" otconceli-e  a  ayHtcm  more  demoraHdng  to  the  taxpayers,  tban  that  lorcollectlng  on  secot- 


■7  ^Kl^.'^orn  returns,  taiea  of  th 
3i  are  praetlcable  ar 

Sproach  to  Jiurtlceas _.  .. 
^porl  of  MaffiachUBctta  Tax  Conunlailon  of  IS 


rhe  problem  it,  how  to  iIIbcovit  mttliodB  which  are  not  punitive  and  ot  double  i . 

mode  of  levy,  which  are  praetlcable  and  smooth-worliing  in  tbelradnilDlst  ration,  and  which  aball 
secure  as  near  an  approach  to  Jiurtlceas  la  attainable  In  vier  -'  "■ ' ' ^'- 


,db,Googlc 


SmniABT  OF  EZI8TIH0  LEGISLATION. 

A.  RAILROAD  COMPANIES. 

Of  the  48  States  and  Territories,  the  tax  syat^nu  of  which  have  been  outlined 
in  the  forngoing  statements,  34  levy  taxes  on  the  basiB  tit  a  cash  valuation'  of  prop- 
erty, or  of  propert}'  and  franchise,  as  determined  by  a  State  board  of  aseeesment. 
In  three  cases  (Ohio,  MiBHissippi,  and  Virginia)  this  tax  is  supplemented  b^  taxes 
on  receipts,  and  in  one  case  (Vermont)  it  is  alternative  with  a  tax  on  receipts. 

Twelve  States  levy  taxes  determined  on  the  basiB  of  gross  receipta.'  In  six '  of 
these  States  this  tax  is  only  supplementary  to  a  tax  levied  on  some  other  basis, 
and  in  one  (Vermont)  it  is  alternative  with  a  tax  on  the  cash  valuation  of  property 
and  franchise.  In  the  remaining  five  States  the  tax  on  gross  receipts  is  the  maia 
feature  ot  the  system.  It  might  be  added  that  in  Vermont,  where  this  tax  is 
alternative  with  another  system,  railroad  companies  actually  pay  the  tax  on  the 
basis  of  gross  receipts. 

New  York  levies  a  tax  on  capital  stock  according  to  dividends,  supplemented 
by  a  tax  on  gross  receipts, 

Massachusetts  levies  a  tax  on  capital  stock  at  its  market  value,  with  deductions 
for  property  locally  taxed. 

Pennsylvania  levies  a  tax  on  capital  stock  and  bonded  debt,  supplemented  by  a 
tax  on  grcffls  receipts. 

Connecticut  levies  a  tax  on  capital  stock  and  total  indebtedness. 

Delaware  levies  a  tax  on  capital  stock,  supplemented  by  a  net  eamiogs  tax,  a 
tax  on  passengers,  and  a  specific  tax  on  cars  and  locomotives. 

The  net  earnings  tax,  as  applied  to  railroads,  is  to  be  found  in  buf  a  single 
State  (Delaware),andthereonly  asflfeatureof  a  wider  w^tem. 

Three  States  and  one  Territory  (Oregon.Rhode  Island,  Texas,  and  New  Mexico) 
still  cling  to  the  primitive  system  of  the  general  property  tax,  as  applied  to  the 
taxation  of  individnats.  In  Texas,  however,  there  is  an  additional  State  tax  on 
gross  receipts. 

In  those  cases  where  franchises  are  taxed,  capital  stock,  earnings,  and  indebted- 
ness are  considered,  in  different  States  according  to  different  rules,  in  arriving  at 
a  cash  valuation  upon  which  to  assess  the  tax. 

All  of  the  more  progressive  States  have  abandoned  mere  property  valuation  as 
the  basis  for  the  taxaHon  of  their  transportation  companies. 

Generally,  railroad  property  not  used  for  railroad  purposes  or  not  situated  on 
the  main  stem  is  locally  taxed  in  the  same  manner  and  at  the  same  rate  as  the 
property  of  individuals. 

Where  railroad  propertv  is  equalized  or  assessed  by  State  officials  and  the  tax 
is  computed  and  collected  locally,  the  average  value  per  mile  of  road  is  determined 
for  each  company.  The  value  of  the  railroad  proiwrty  in  any  particular  tax  dis- 
trict is  then  determined  on  a  pro  rata  mileage  basis,  and  the  tax  is  levied  at  the 
usual  rate  for  State  and  local  purposes. 

Where  taxes  are  levied  on  capital  stock,  debt,  earnings,  or  rolling  stock,  and 
usually  where  levied  on  cash  valuation  of  property,  railroaids  partly  within  and 
partly  outside  of  a  State  are  assessed  on  the  portion  determined  by  the  ratio  of 
mileage  of  line  within  the  Stat«  to  total  mUeage  of  line. 

B.  TELEGRAPH  COMPANIES. 

Of  those  States  where  express  provision  is  made  for  the  taxation  of  these  com- 
ranies  by  State  authorities,  27  levy  a  tax  on  cash  valuation  of  line.  Of  these, 
California,  Connecticnt,  Delaware,  North  Dakota,  and  Wisconsin  arrive  at  this 
valuation  on  the  basis  of  a  certain  fixed  value  per  mile  of  wire ;  Idaho,  Kansas, 
Louisiana,  Michigan,  Nebraska,  New  Hampshire,  North  Carolina,  Oklahoma, 
South  Carolina.  South  Dakota,  Washington,  and  Virginia  levy  the  tax  on  property 

■  Alabamn,  Arimna.  Ark«iu»e.CBlifomIi„  Colorado,  Florida, Oeorgla,  Idaho,  IlllnoiB,lndlBna.Iowa, 
Kansas,  Kentucky,  Loulaiana.  Ulsalaelppl,  illBsouri,  Montana.  Nebraska,  Nevada,  New  HompdhJra, 
New  Jereev.  North  Carolina,  North  Dakota,  Ohio,  Oklahoma.  South  Carolina,  South  Dakota,  Tonnes- 
»e«.  tllah,  VermonI,  Vlretnla.  Washington  West  Virginia,  and  Wyoming. 

>  Maine,  Maryland,  Mrchlgan,  Minnesota,  Mlwlnlppl,  New  York,  Obfo,  PeniiBylvaDia,  Texas,  Vet- 
monL  Virginia,  and  WiacoDaln. 

•Ml^da^ppi,  Kew  York,  Ohio,  PeQiuylvanla,  Toias,  and  Vliglnla. 
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valnatioD,  generally  determined  on  the  mileage  b^a ;  Colorado,  Florida.  Iowa. 
MiaeiBsippi.Mlfieoiiri,  Tennessee,  Utah.  Vermont. and  Wyoming  levy  the  tax  on  a 

valnation  of  property  and  franchise.  In  Vermont  this  is  alternative  with  a  tai 
on  groaa  receipts.  Ohio  levies  a  tax  on  cash  valnation  of  line,  which  is  virtually 
a  capitalization  of  eamiug  capacity  {earnings  are  capitalized  at  6  per  cent}. 

In  I!i  States '  t^ese  oompames  pay  a  tax  on  gross  receipts.  In  Louisiana,  New 
Jersey,  and  Virginia  thisia  called  a  "license  tax."  In  West  Virginia  It  is  appli- 
cable only  to  foreign  corporations.  In  Texas  the  tax  is  on  the  prooeeds  of  separate 
messages. 

Id  five  States,  Alabama,  Missiseippi,  Montana,  Tennessee,  and  Virginia,  specific 
privilege  or  license  taxes  are  levied.  In  Alabama  and  Tennessee  this  is  levied  at 
a  certain  earn  pec  mile  of  line.  This  is  also  the  case  in  Mississippi,  except  that 
a  fixed  sura  is  levied  when  the  length  of  the  line  is  in  excess  of  1,000  miles.  In 
Montana  this  is  a  local  tax  levied  on  instruments  of  transmission. 

In  Arkansas,  Kentucky,  and  Illinois,  these  companies  are  taxed  on  capital  stock, 
and  in  Indiana  on  the  capitalized  value  of  capital  stock  and  bonded  debt,  with 
property  deductions.  In  Massachnsetta  (so  far  as  concerns  domestic  corpora- 
tions) ,  m  New  York,  and  in  Pennsylvania  the  provisions  of  the  general  corpora- 
tion tax  law  are  applicable. 

In  those  States  where  there  is  no  express  proviedon  for  the  taxation  of  these 
companies  the  property  tax  as  applied  to  individuals  is  in  force. 

C.  TELEPHONE  COMPANIES. 

The  laws  of  24  States  provide  for  a  tax  based  on  cash  valnation  of  property  or 
of  property  and  franchise.  In  California,  Connecticat,  and  Delaware  this  vmua- 
tion  is  determined  upon  a  mileage  basis.  In  Connecticut  a  valuation  set  on 
instrnments  is  included.  In  Colorado,  Kansas.  Maiue,  Michigan,  New  Hamp- 
shire, South  Dakota,  and  Virginia  this  valuation  is  a  valuation  of  property 
generally  determined  upon  a  mileage  basis.  In  Iowa,  Tennessee,  {Jtab,  and 
Washington  the  tax  is  levied  on  the  valnation  of  property  and  franchiae.  In 
MissisHippi  the  valuation  is  graded  according  to  the  number  of  subscribers,  and 
in  Ohio  it  is  a  valnation  determined  upon  the  basis  of  earning  capacity,  as  in  the 
case  of  telegraph  companies. 

Thirt«en  States'  levy  a  tax  on  gross  receipts.  In  Lonisiana  and  New  Jersey 
this  is  called  a  "  license  tax." 

In  Florida,  Georgia,  Montana,  Tennessee,  Texas,  and  Virginia  license  taxes  are 
levied  on  these  companies.  In  Florida  this  is  a  graded  tax  based  on  the  amonnt 
of  capital  stock.  In  Montana  and  Virginia  it  is  levied  on  instmments.  In  Texas 
it  takes  the  form  of  a  specific  annual  sum  to  the  counties.  In  Georgia  there  is  a 
tax  on  instruments  in  addition  to  the  annual  license  tax. 

In  Indiana  these  companies  are  taxed  on  a  capitalized  value  of  stock  and  bonds, 
and  in  niinois  on  the  basis  of  capital  stock. 

In  Massachusetts,  New  York,  and  Pennsylvania  these  companies  are  subject  to 
the  provisions  of  that  tax.  In  those  States  where  the  taxation  «f  these  companies 
is  not  the  subject  of  express  provision  the  general  property  tax  applies. 

D.  BSPRESS  COMPANIES. 

In  19  States'  these  companies  are  taxed  on  their  otoss  receipts.  In  Lonisiana 
and  New  Jersey  this  is  called  a  "  license  tax."  In  West  Virginia  the  tax  applies 
only  to  foreign  corporations.  In  New  Mexico  it  amounts  practically  to  a  &x  on 
net  receipts.  In  a  number  of  these  States,  also,  the  taxis  supplemented  by  the 
usual  property  tax,  general  corporation  tax,  or  franchise  tax. 

In  eight  States — Iowa,  Lonisiana,  Missouri.  North  Carolina,  Ohio,  South  Caro- 
lina. South  Dakota,  and  Virginia — a  tax  on  each  cash  valnation  is  provided  for. 
In  Missouri  the  valuation  is  upon  property  and  franchise;  in  Ohio  upon  capitalized 
earnings;  in  South  Dakota  earnings  are  taken  into  consideration,  and  in  Virginia 
the  valnation  is  on  property. 

Florida.  Mississippi,  and  Virginia  levy  specific  license  taxes,  and  North  Dakota 
a  license  tax  graded  according  to  poptuation.  Tennessee  levies  a  privilege  tax 
based  on  the  mileage  over  which  business  is  done. 

'DelBwiLre,  GeontiB,  LoulsIiiDa.  Marjland,  Nev  Jeney,  New  York.  Noilh  Carolina,  Ohio  Hcnnayl- 
vanJa.  Rhode  Island.  Vermont,  V[rgitHa,  and  West  Virginia. 

•Alabama,  Delaware.  Louisiana,  Maryland,  Mlnnesola,  New  Jeney,  New  Vork,  North  Carolioa, 
Ohio,  PennsylTsnla,  Rhode  Island,  Vermont,  and  Wlsconslti. 

■  Connecticut,  Delaware,  Qeoigla.  LonMana,  Maine,  Maryland,  Hlrhlnn,  Ulnneanta.  Ml<«nur1  Kew 
Jeney,  N«w  Mexico,  New  York.  North  Carolina.  Oblo,  Rhode  Island.  Texts.  Vermont,  VlcRlnlB.  and 
West  Virginia. 
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ArhanaaB,  Illinois,  Nebraska,  and  Wieconsin  tax  these  companies  on  capital 
stock,  and  Indiana  and  Iowa  on  the  capitalized  value  of  8t«cK  and  bonds.  In 
ttose  States  where  there  are  general  corporation  tax  laws  these  companies  are 
taxed  under  the  proyiaions  of  those  laws. 

In  the  other  States  and  Territories  these  companies  are  taxed  nnder  the  general 
property  tax  in  the  same  manner  as  individnals. 

E.  SLEEPING,  PARLOR.  AND  DINING  CAR  COMPANIES. 

These  companies  are  taxed  in  10  States '  on  gross  receipts.  In  New  Jersey  the 
tax  is  termed  a  "licensed  tax." 

Alabama,  Arkansas,  Georgia,  Iowa,  Louisiana,  Missouri,  Nebraska,  North 
Carolina.  South  Carolina,  South  Dakota.  Tennessee,  Utah,  and  Wyoming  levy 
a  tax  on  cash  valuation  of  cars  employed  within  their  boundaries.  In  South 
Dakota  oamings  are  taken  into  consideration  in  determining  the  valuation. 

Arkansas,  nlinois,  Kentucky,  Ohio,  Texas,  Virginia,  and  Wisconsin  tax  these 
companies  on  their  capital  stock;  Indiana  at  the  capitalized  value  of  stock  and 
bonds,  and  New  York,  Pennsylvania,  and  Massachusetts  (so  far  as  concerns 
domestic  corporations)  under  the  general  corporation  tax  laws  of  those  States. 

Delaware  levies  a  license  tax  on  the  Pullman  Company;  MlsaiBBippi,  a  speci&c 
privilege  tax  in  addition  to  a  privilege  tax  on  a  mileage  basis;  and  Tennessee,  a 
specific  privilege  tax. 

In  the  other  Stat«e  and  Territories  tbese  companies,  when  taxed  at  all,  are 
t^ed  on  their  property  in  the  same  manner  as  individuals. 

F.  FREIGHT  LINE  AND  EQUIPMENT  COMPANIES. 

In  Maryland,  Michigan,  New  York,  Pennsylvania,  and  Vermont  these  com- 
panies are  taxed  ou  gross  receipts.    In  Vermont  the  tax  is  alternative  with  a  tax 

on  property  and  franchise. 

Minnesota,  Ohio,  and  Wisconsin  tax  these  companies  on  capital  stock.  In  Mas- 
sachusetts (so  far  as  concerns  domestic  corporations) ,  New  York,  and  Pennsylva- 
nia the  general  corporation  tax  laws  have  application. 

In  New  Jersey  these  companies  are  taxed  on  a  cash  valuation  of  their  property, 
including  rolling  stock,  ana  in  Vermont  a  tax  on  property  and  franchise  is  alter- 
native with  the  tax  on  gross  receipts. 

In  the  other  States  and  Territories  these  companies,  when  taxed  at  all,  are  taxed 
on  their  property  in  the  same  manner  as  individuals. 

G.  NAVIGATION  COMPANIES. 

These  companies  are  in  general  taxed  on  the  value  of  their  water  craft  and 
other  property.  In  certain  States,  however,  specific  provision  is  made  for  their 
taxation,  either  complementary  to  or  as  a  substitute  for  the  tax  on  prox»erty. 

In  Virginia  these  companies  are  taxed  on  their  net  earnings.  In  Delaware 
canal  companies  are  taxed  on  their  net  earnings,  and  all  navigation  companies 
are  subject  to  the  provisions  of  the  passenger  tai  law.  In  Rhode  Island  vessels 
engaged  in  foreign  trade  are  subject  to  a  net  earnings  tax,  as  are  vessels  in  gen- 
eral in  Connecticut.  In  Kentucky  navi^tion  companies  are  subject  to  the  usual 
corporate  franchise  tax.  In  Georgia  a  license  tax  is  levied  on  steamboat  compa- 
nies, and  in  Florida  a  license  tax  on  tonnage  of  vessels,  Maine  and  Minnesota 
also  levy  taxes  on  tonnage.  In  Illinois  navigation  companies,  and  in  Virginia  and 
New  Jersey  canal  companies,  are  taxed  in  the  same  manner  as  railroad  compa- 
nies are  taxed  in  those  States.  Maryland.  New  York,  Pennsylvania,  and  Ver- 
mont tax  navigation  companies  on  gross  receipts.  In  Vermont  this  tax  is 
alternative  with  a  tax  on  property  and  franchise,  and  in  New  York  and  Pennsyl- 
vania it  is  supplementary  to  the  general  corporation  tax.  In  Massachusetts 
domestic  companies  are  taxed  under  the  corporalion  tax  law. 

North  Carolina  levies  a  tax  on  capital  stock,  West  Virginia  on  property  and 
capital  stock,  and  Missonri  varied  wharfage  taxes  in  the  towns  and  cities  of  the 
State. 

I,  UinnesDla,  New  Jereey,  New  Meilco,  New  Vorli,  Pennsrlvftnla, 
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H.  TAX  ON  CORPORATE  CHARTERS. 

In  27  CommonwealthB '  various  taxes,  ander  a  variety  of  names,  are  levied 
npon  the  incorporation,  organization,  conaolidation,  and  reoreanization  of  corpo- 
rations and  upon  tbe  increase  or  decrease  of  their  capital  stock.  Properly  speak- 
ing, these  charges  are  not  taiee,  bnt  fees  paid  in  return  for  privileges  granted  by 
the  Stat«.  This  fact  has  been  recognized  in  the  legislation  of  PennBylvania  and 
Rhode  Island  upon  the  subject,  where  the  fee  is  termed  a  "  bonus  on  clMHtera," 
and  in  several  other  States,  where  it  is  termed  "charter  fees,"  "license  fees," or 
"organization  fees."  In  Connecticut.  Michigan,  and  Texas  statute  tenninott^y 
connises  it  with  the  tax  on  franchises,  though  it  is  very  obviously  not  a  franctuae 
tax. 

In  sever(il  States  this  levy  takes  the  form  of  an  annaal  license  charge  <e.  g., 
Alabama,  Vermont,  Wasfain^^ton).  In  Connecticut  it  applies  only  to  domestic 
corporations  doing  their  mam  budnesa  oatside  of  the  State,  and  in  Texas,  New 
York,  and  Vermont  to  foreign  corporations  as  well  as  to  those  of  domestic  origin. 
In  certain  States  certain  roecifled  forms  of  corporate  industry  are  not  subject  to 
the  general  regulations  of  this  character  (e.  g. ,  bridge,  canal,  and  railroad  com- 
panies in  Pennsylvania  and  raUruad  companies  in  Rhode  Island). 


Chapter  V. 
CONSTITUnOVAL  ANS  8TAT1TT0BT  FB0VI8I0N8,  BT  STATES. 

The  constitutional  provisions  which  are  summarized  in  this  chapter  do  not 
ioclnde  all  which  apply  to  State  and  local  fiscal  relations,  hnt  only  such  as  appear 
to  have  a  particnlar  bearing  on  the  making  and  administration  of  State  laws  for 
the  aiding  of  and  taxation  of  transportation  companies.  These  summarized  pro- 
visiona  may  or  may  not  apply  to  other  classes  of  persons  and  property;  but  neither 
alternative  maybe  inferred  to  hold  unless  express  statement  is  made  to  that  effect. 

In  summarizing  statute  provisions,  att«nOon  is  given  chiefly  to  the  taxation  of 
railroad  companies,  with  minor  reference  to  telegraph,  telephone,  express,  parlor, 
and  sleeping  car,  freight  line  and  navigation  companies.  Cfenerally,  where  trans- 
portation companies  are  sabject  to  direct  taxes  by  the  State,  shares  of  stock  are 
1  to  individual  holders,  so  that  tax  provisions  on  this  subject  are  not 

ALABAMA. 


PEOviaioKa. 

State  aid  and  internal  tniprownnnif.— The  State  shall  not  engage  in  works  of 
internal  improvement,  nor  lend  its  money  or  credit  in  aid  of  such;  nor  shall  the 
State  be  interested  in  any  private  or  corporate  enterprise,  nor  lend  its  money  or 
credit  to  any  individual,  association,  or  corporation.     (Art.  IV,  sec.  54.) 

Ta^xB  on  property. — All  taxes  on  property  shall  be  levied  in  exact  proportion  to 
the  value  thereof.     (Art.  XI,  sec.  1.) 

The  property  of  private  corporations,  associations,  and  individuals  shall  forever 
be  taxed  at  the  same  rate.     (Art.  XI,  sec. 6.) 

Local  aid. — The  general  assembly  shall  not  hive  power  to  authorize  any  local 
division  to  lend  its  credit,  grant  money  or  property,  or  take  stock  in  aid  of  anv 
corporation  or  company.     (Art.IV,  sec. 55.) 

STATUTE  PROVISIONS. 
Railroad  oompanles. 

Listing,  ralaation,  elc' — Railroad  companies  are  required  to  make  annual 
returns  to  the  State  auditor  of  alt  property  employed  in  operating  their  line*). 

Upon  the  basis  of  these  schedules,  the  Stat«boardof  assessment  value  the  railroad 
prox>erty  ' '  upon  the  consideration  of  what  a  clear  fee  simple  title  thereto  would 
sell  for  under  the  conditions  under  which  that  character  of  property  is  most 
uBually  sold  for."  This  valuation  is  then  apportioned  among  the  counties  upon  a 
pro  rata  mileage  basis,  for  the  computation  and  collection  of  the  tax. 


lee,  Texu.  Utah.  Vermont,  ViiginU,  WMblngtoo.  snd  Went  Vlixinlk. 


Liceiue  (aa;.— Railroad  compauie 
cover  the  expenses  of  the  railroad  c 

Local  ((trat  ion.'— Railroad  real  i 
are  locally  ssseeaed  and  taxed.    A  li 
ations  apportioned  by  the  State. 
Telograph  compaiiieB.* 

These  companies  pay  Ui  the  State 
when  that  line  is  ISO  miles  or  less  ii 
same  rate  in  addition  to  a  specific  ti 
nsual  local  license  and  property  tax 
T«l«pbona  CompanleH. 

These  companies  (hs  well  as  cana 
gross  income  at  the  nsnal  property 

They  are,  besides,  reqnired  to  ms 
upon  the  basis  o(  which  a  propertj 

A  license  tax  in  towns  and  cities  i 
tantfl  or  over,  $25:  less  than  30,000  8 

Long-distani»!  telephone  compan: 
State  anditor.    The  tax  is  farther  a 

Long-distance  telephone  compani 
cents  per  mile  of  line  when  that  li 
all  lines  of  more  than  100  miles  in  1 
Sleeping-car  companiea.^ 

These  companies  pay  the  State  a  ; 
tion  on  property  in  the  nsnal  way. 
Other  coTporatJoaa,' 

Other  corporations  pay  a  license  t 
tip  capital  stock.  The  tax  begins  wi 
capital  stock  is  nnder  $10,000,  and 
ptmiee  whose  capital  stock  amonntt 


STATl 

Railroad  compantoa.* 

£'j»mp(ioii.'='— Railroads  hereaft< 
for  a  period  of  10  years  after  the  pa 

Lifting,  valuatUm,  etc. — Railroad 
reports  of  property  used  in  operati 
by  whom  a  valnation  ia  set  on  prop 
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Except  as  herein  provided,  the  State  shall  never  be  interested  in  the  stock  of 
any  corporation  or  aseocifttion.     (Art.  SlI,  sec.  7,) 

The  State  shall  never  loan  its  credit  for  any  purpose  whatever.  (Art.  XVI, 
sec.  1.) 

Taxe*  on  property. — All  property  nhall  be  taxed  according  to  its  value.  (Art. 
XVI,  sec.  5.) 

Boiling  stock  Hhall  be  considered  and  taxed  as  personalty.     (Art.  XVII,  sec.  II.) 

Reports  of  raUroad  compunieii. — Railroads  shall  make  annual  reports  of  their 
acts  and  doinss  to  the  auditor  of  public  accounts.     (Art.  XVII,  sec.  13.) 

Local-aid.--So  local  division  shall  take  stock  in,  obtain,  or  grant  money  for, 
or  loan  its  credit  to  any  corporation,  association,  or  individual.  (Art.  Xn,  sec. 
5.    See  also  Art.  XVI.  sec.  1.) 

STATUTE  PR0VIBI0S9. 
Railroad  companisB. 

Lmting,  valuation,  etc' — Railroad  companies  are  required  to  retnm  to  the  sec- 
rotary  of  State  sworn  schedules  ot  property  on  the  nght  of  way  and  of  rolling 
stock  (both  hired  and  leased) ,  incloding  a  statement  of  the  actnal  aggregate  valne 
of  the  various  elements  of  railroad  property.  On  the  basis  of  these  returns,  the 
State  board  of  railroad  oommissioners  fix  a  valnation,  which  is  apportioned 
among  the  local  districts  for  the  compntation  and  collection  of  the  URual  prop- 
ertv  taxes.  Balling  stock  is  valued  upon  a  pro  rata  mileage  basis.  In  case  of 
failure  to  list,  witnesses  may  be  summoned  and  books,  records,  etc. ,  examined. 

Local  taxation.— B^ai  estate  and  personalty  not  in  the  right  of  way  are  assessed 
and  taxed  locally.'     A  local  tax  is  levied  also  on  the  valuation  apportioned  by 
the  State. 
Telegraph,  ezpresa,  and  slttoplug-car  oompanies.' 

These  companies  make  annual  returns  to  the  State.  They  are  taxed  upon  their 
capital  stock  (i.  e.,  on  a  pro  rata  mileage  proportion  thereof  employed  within  the 
State).  The  real  and  personal  property  of  these  companies  is  taxed  where  situ- 
ated, as  is  the  similar  property  of  telephone  companies. 

CALIFORNIA. 

CONaTlTUTIONAL  PROVISIONS. 

state  aid. — No  grant  of  money  or  property  shall  ever  be  made  by  the  State  for 
the  benefit  of  any  corporation  not  exclusively  under  State  control.  (Art.  IV, 
sec.  22.) 

The  State  shall  neither  give  nor  lend,  nor  authorize  the  giving  or  lending  of  the 
credit  of  the  State  to  any  person,  corporation,  or  association;  nor  sbsU  the  State 
subscribe  to  stock  in  a  corporation.     (Art.  IV,  sec.  31.    See  also  Art.  XII, sec.  13.) 

Taxes  on  property  and  franchises. — All  property  in  the  State  shall  be  taxed 
according  to  its  value — franchisea.  moneys,  credits,  bonds-,  stocks,  dues,  and  aU 
other  property  included.     (Art.  13,  s " "   '  ' 

'       '    "  '    ■'  tnalit 

e  franchise,  roadway,  roadbed,  rails,  and  rolling  stock  of  all  railroads  shall 
be  assessed  at  their  actual  value  by  the  State  board  of  equalization  (provided  for 
in  sec.  9);  which  valnation  shall  be  apportioned  among  the  local  dlstriGte  on  a 
pro  rata  mileage  basis.     (Art.  XIII,  sec.  10.) 

Every  obligation  by  which  a  debt  is  secured,  ea,-cep(  a»  to  raUroadt  and  gwut- 
public  corporationg,  shall  be  taxed  at  its  value,  and  the  collateral  property  ahall 
be  taxed  at  its  value  less  the  valne  of  the  obligation.      Art.  XIII,  sec.  4.) 

Jneomes. — Incomes  may  be  taxed  as  prescribed  by  law.     (Art.  XIII.  8©C.  11.) 

Railway  reports  and  accounts. — The  State  railroad  commissioners  shall  have 
power  to  summon  persons  and  papers,  and  shall  prescribe  a  uniform  3yet«m  of 
railway  accounting.     (Art.  XII,  sec.  22.) 

Local  aid. — The  State  shall  not  authorize  the  giving  or  lending  of  the  credit  ot 
any  connty,  city,  township,  etc.,  to  any  j>erson,  corporation,  or  aaaociatioa:  nor 
shall  any  local  district  subscribe  to  stock  in  a  corjwration.     (Art,  IV,  sec.  SI.) 


iSandeli  and  Bill')  DIgmt,  (lSH).»ea.im6-MM. 
■Ibid..  ICC.  5415. 
•Ibid.,  seca.  M»-e4ST. 
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STATUTE  PR0VLS10N8. 
Railroad  companies. 

Luting,  valuation,  etc' — Kailroad  companies  are  required  to  famiHti  full  awom 
atatements  of  property,  stock,  and  bnsineBS.  On  the  basis  of  ttis  information  the 
State  board  of  eqaalization  aBsesses  franchise,  roadway,  roadbed,  rails,  and  rolling 
Hhick  in  the  State  on  a  pro  rata  mileage  basis.  Franchises  derived  from  the  United 
States  are  exempted  from  taxation.  Upon  the  valuation  arrived  at  by  the  board 
of  equalization  the  taxes  are  levied  and  collected  by  the  State  at  the  avera^^e  rate 
ot  taxes  on  property  in  the  State.  To  aid  in  arriving  at  valnatiooa,  provision  is 
made  for  the  eummoning  of  witnesses,  corporation  records,  books,  etc.,  by  the 
State  board  of  equalization. 

Local  toJ^liOH.' — Railroad  property  other  than  that  of  operation  is  locally 
assessed  and  taxed.    Local  districts  receive  also  a  share  of  the  tax  on  the  values 
determined  by  the  State  board  of  equalization. 
Telegraph  and  Telepbone  compajoiea.' 

The  property  of  these  companies  is  locally  auseseed  and  taxed  as  personalty  at 
a  certain  rate  per  mile  of  line,  fixed  by  locu  attseHsora. 

COLORADO. 

constitutiosai.  peovisions. 

State  aid.— The  State  shall  not  pledge  its  credit  or  become  responsible  in  any 
way  for  the  debts  of  any  person,  company,  or  corporation.     (Art.  XI,  sec.  1.) 

The  State  shall  not  make  any  donation  to  nor  subscribe  to  stock  in  any  corpora- 
tion.    (Art.  XI,  sec.  3.) 

No  obligation  of  any  person,  association,  or  corporation  to  the  State  shall  ever 
be  exchanged,  released,  postponed,  or  dinunished.     (Art.  V,  sec.  88.) 

Unif07-m  property  fax, — Taxes  shall  be  uniform  upon  the  same  class  of  sub- 
jects within  the  same  jariadiction.  All  property  shall  be  taxed  at  its  jnst  value. 
(Art.  X,  sec.  3.) 

Corporation  taxes. — The  power  to  tax  corporations  and  corporate  property  shall 
never  be  relinniiished  nor  suspended.     (Art.  X,  see.  fl. ) 

All  corporations  shall  be  subject  to  taxation  for  State  and  local  parjioses.  (Art. 
X,  sec.  10.) 

Local  aid,-  ^       ^ 

y  way  for  the  debts  of  any  person,  association,  or  corporation.     (Art. 

No  local  division  ( '    "        ^  ,       ..       .  f 

poration.     (Art,  XI. 

STATUTE  PROVISIONS. 

Railroad  companiea. 

Listing,  valuuliim,  etc' — These  companies  are  required  to  make  returns  to  the 
State  board  of  equalization,  upon  the  t^ia  of  which  the  franchise,  roadbed,  track, 
and  rolling  stock  are  valued  upon  a  pro  rata  mileage  basis,  and  said  value  appor- 
tioned among  the  counties  for  the  compatation  and  collection  of  the  usually  gen- 
eral property  taxes. 

Local  taxntUiii.'—B^a.l  estate  (including  atationa  and  other  buildings,  but  not 
track)  and  personalty  are  locally  assessed  and  taxed.    There  is  also  a  local  tax  on 
the  basis  of  the  values  apportioned  by  the  State. 
Telesraph,  telephone,  and  car  companiea.' 

These  companies  are  subject  to  provisions  similar  to  those  which  apply  to  rail- 

CONNECTICUT. 

L  PROVISIONS. 


Local  aid. — No  local  division  shall  pledge  its  credit  or  become  res^nsible  ii 
ly  way  for  thedebtsof  any  person,  association,  or  corooration.  (Art.  XI,  sec.  1.' 
No  local  division  shall  make  any  donation  to  or  subscribe  to  stock  in  any  cor 


Follllcal  Code  (1807),  Kcs.  Bset^Sl 

Mills's  AnuoUted  Slatutee,  sees.  SBOI-saOT. 
Mllls-8  ADDOtaleri  Statute!,  sees.  3804-3607. 
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STATUTE  PROVISIONS, 
Railroad  oompajDlea.' 

State  taxation. — Rtulroad  compuiiea  are  reqnired  to  make  annual  reports  to  the 
State  controller.  settiiiK  forth  their  capital  stock  and  indebtednesB.  They  then 
pay  the  State,  as  a  f  rancnise  tai,  one  per  cent  on  the  market  value  of  their  capital 
stock,  in  addition  toonepercenton  the  par  value  of  their  fnndedandfloating  debt, 
or  on  actnal  valne  if  below  par.  In  uetermining  the  valnation,  dedaction  is 
made  for  any  part  of  the  indebtedness  which  is  held  in  trust  as  part  of  a  aittking 
(nnd.  as  well  as  for  the  amotint  of  local  taxes  on  real  estate.  Ab  the  valnation 
represents  only  that  portion  of  the  capital  stock  and  debt  assignable  to  Connecti- 
cut, the  valuation  is  determined  on  aprorata  mileage  basis  as  compared  with  the 
total  mileage. 

Local  faa;aNon.— Railroads  are  locally  taxed  on  their  real  estate  not  directly 
used  for  purposes  of  operation. 
Telttgrapb  and  telephone  oompaniea.' 

Telegraph  companies  pay  the  State  a  tax  of  25  cents  per  mile  of  wire.  They 
also  pay  local  taxes  on  their  real  estate. 

Telephone  companies  pay  the  State  a  tax  of  TO  cents  per  instrument  ia  addition 
to  35  cents  per  mfle  of  wire.    They  also  pay  local  taxes  on  real  estate. 
Szpreas  oompaDies.* 

These  companies  pay  the  State  a  tax  of  S  per  cent  on  their  gross  receipts  from 
business  done  in  the  State. 

DELAWARE. 

OONaTlTDTIONAL  FRO  VISIONS. 

Nothing  specific . 

STATUTE  PBOVISIONS. 

Railroad  companies.' 

Tax  on  net  eaminga. — Railroad  companies,  as  well  as  canals,  moke  annoal 
returns  of  business  to  the  State,  as  by  law  required.  They  then  pay  to  the  State 
a  tax  of  10  per  cent  on  their  net  earnings  in  the  State,  as  determined  by  the  pro- 
portion of  mileagR  within  the  State  to  total  mileage;  besides  a  tai  of  one-half  of 
one  per  cent  on  a  pro  rata  mileage  poition  of  caxrital  stock. 

Passenger  and  locomotive  taxes. — Railroad  and  navigation  companies  pay  the 

State  a  tai  of  10  cents  on  each  passen^r  <x — '""* "" — ' '" "  ' 

in  the  State.     The  law  grants  permission  U 
the  tax. 

Railroad  companies  (excepting  the  P.,'W.  &  B.'R.  R.  Co.,  which  is  otherwise 
provided  for)  may  pay  in  lieu  of  the  passenger  tax  a  sum  which  bears  the  same 

groportiou  to  the  gross  receipts  from  passenger  business  between  points  in  the 
tate  as  the  sum  ot  5i3,000  bears  to  the  like  business  of  theP.,W.&  B.  R.R.Co. 
In  addition,  there  is  a  special  tax  of  $100  on  each  locomotive,  325  on  each  pas- 
senger car,  and  $10  on  each  freight  car  and  truck  used  within  the  State. 

The  PhUarlelphia,  Wtbiiington  oiirf  Baltimore  Railroad  Company  pays  to  the 

State  aniiu^illy  the  sum  of  $27,000  in  lieu  of  all  taxes  but  the  passenger  tax,  and 

this  latter  may  be  commuted  by  the  annual  payment  of  the  specific  sum  of  $13,000.* 

Tlie  Delaware  Railroad  Company  may  pay  $3,000  annually  in  lieu  of  i^  other 

Local  taxation. — Railroad  real  estate,  including  buildings  on  the  right  of  way, 
is  locally  assessed  and  taxed. 
Telegraph  and  telephone  oompaniea.' 

These  companies  annually  pay  to  the  State  a  tax  of  00  cents  per  mile  on  the 
longest  wire  in  the  State:  80  cents  per  mile  on  the  next  longest  wire,  and  20  cents 
per  mile  on  all  other  wires. 
Bxpr«H  companies.' 

These  companies  pay  a  tax  of  five  per  cent  on  their  gross  earnings  from  bnaiiiesB 
done  within  the  State. 

iGcnemlSUIutesorConiiecticiit  IIS8S}.  SB19-W.n.  AlK>t«w«<>(  1S».  pi).ia)l,10e7. 
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Pnllmui  company.' 

This  company  pays  an  annual  St 
Fiaucblve  tax  oo  telegraph,  talep 

These  companies  pay  an  annaal 
corporate  franchises  on  the  basis  o 
State.  The  rate  of  the  tax  is  one  [ 
panies,  with  which  it  is  n  per  ceni 


€X)SaTITI 

State  aid. — No  tax  shall  be  levi 
(Art.  IX,  sec.  7.) 

The  credit  of  the  Stat«  shall  not 
pany,  or  corporation;  nor  shall  the 
(Art.  IX,  sec.  10.) 

Uniform  lax  on  property. — Taxa 
property  shall  be  justly  valned.     ( 

Local  aid. — The  leglslatore  shall 
money  for,  loan  its  credit  to,  or  be' 
tion.    (Art.  IX,  sec.  10.) 


Railroad  companieB.* 

Litting,  vaiuation,  etc, — Railroai^ 
reports  to  the  Stat«  comptroller,  at 
vtuae,  and  the  amount  thereof  in  e 
rolling  stock  Ib  apportioned  pro  rai 
&es  the  proper  official  in  each  con 
mns  of  the  nnmber  of  miles  of  tra' 
ate  value  of  other  taxable  propert; 
local  divisions  at  the  nsnal  proper! 

Local  taxation. — Railroad  lands 
taxed.  Local  taxes  are  levied  in  a 
Telegraph  companlei 

The 
erty  o 
Tttlephone  oompaulea.' 

These  companies  pay  an  annn. 
taxes  on  property,  on  the  followini 

When  the  capital  stock  is  $100,01 

When  the  capital  stock  is  over  $■ 
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^  PROviaioNB. 

Release  from  taxatvm.—Th6  power  to  tax  corporatione  and  corporate  propBrty 
shall  not  be  tmrreodered  or  suspended  by  the  SUite.     (Art  7,  sec.  2,  par.  S.) 

State  aid. — The  credit  of  the  State  shall  not  be  louied  to  any  individnu,  com- 
pany, or  corporation,  nor  shall  the  State  take  stock  in  any  company  or  corpora- 
tion.    (Art.  7,  aec.  5,  par.  1.) 

The  State  ithall  not  make  any  donation  in  favor  of  any  person,  corporation,  or 
association.    (Art.  7,  sec.  16,  par.  1.) 

Uniform  tax  on  vroperty. — Taxation  shall  be  nniform  upon, the  same  class  of 
subjects,  and  ad  valorem  on  oil  property  subject  to  taxation.    (Art.  7,  sec.  2,  par.  1 . ) 

Local  aid. — The  general  assembly  shall  not  authorize  any  local  division  to 
become  a  stockholder  in  any  company,  nor  appropriate  any  money  nor  loan  ite 
credit  thereto.     (Art.  7,  sec,  6,  par,  1.) 

STATUTE    PROVISIONS. 

Railroad  compani«8. 

Ligting,  valuation,  etc.' — Railroad  companies  are  reqnired  to  make  retnme  of 
their  entire  property  to  the  comptroUer-^eneral  of  the  Stato.  On  the  basis  of  these 
returns  the  comptroller-general  determines  the  iutsis  of  the  State  levy.  Rolling 
stock  is  valned  npon  a  pro  rata  mile^ce  basis.  The  tax  is  paid  into  the  State 
treasniy. 

Local  taxation. — Counties*  and  mnnicipalitieB' assess  and  tax  all  railroad  prop- 
erty within  their  respective  limits. 
Telegraph  and  ttxprsas  oompanleo.'' 

All  such  companies  doing  business  in  the  State  pay  to  the  Stat«  a  tax  of  Si  per 
cent  on  the  groBs  receipts  from  sncb  bnsinesa. 
Telepbon*  oompaniea.* 

These  companies  pay  a  tax  of  |1  per  instnuuent  in  nse  within  the  Stat«. 
Sleepmg-oar  companies.'' 

These  companies  pay  a  tax  on  valoation  of  cars,  determined  on  a  pro  rata  mile- 
age bass. 

IDAHO. 

CONSTITCTIONAI,  PROVISIONS. 


local  purposes  on  their  property.     (Art.  VII,  i,_..  .,, 

Staleaui. — The  credit  of  the  State  shall  not  be  given  in  aid  of  any  individual, 
association,  or  corporation,  nor  Ehall  the  Stat«  become  a  stockholder  in  any  cor- 
poration.    (Art,  VlII,  sec.  2.) 

Property  and  license  taxes. — Taxes  shall  be  uniform  npon  the  same  class  of  sab- 
jecte  within  the  same  jurisdiction.  A  just  valuation  shall  be  secured  for  the 
taxation  of  all  property.     (Art.  VIII,  sec.  5.) 

-Every  person  and  corporation  shall  pay  a  tax  on  property.  A  license  tax  may 
also  be  imposed.    (Art.  VII,  sec.  2.) 

Local  aid. — No  local  division  shall  lend  its  credit  in  aid  of  any  individual,  asso- 
ciation, or  corporation,  or  become  responsible  for  the  liability  of  any  individual, 
association,  or  corporation.     (Art.  VIII,  sec.  4.) 


Railroad  o< 

Lilting,  valuation,  etc. — Railroad  companies  are  reanired  to  retnm  to  the  State 
annual  lists  of  their  entire  property  of  operation,  including  rolling  stock,  hired, 
leased,  or  used.  The  State  uoard  of  equalization  sets  a  valuation  npon  each  rail- 
way line,  and  apportions  the  same  among  the  local  districta  for  the  oompntation 
and  collection  of  the  tax. 

Local  taxation. — Property  not  in  the  right  of  way  is  locally  assessed  and  taxed. 
A  tax  is  levied  also  on  the  values  apportioned  by  the  State, 
Tvlegraph  and  tslopbone  oompanleo.' 
-  Taxed  like  railroad  companies. 

'CodeollSBS.  WHS.  779-783.  •laweoflSM,  p, 
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CONBMTDTIONAL  PBOTISIONB. 

State  aid.— The  State  ehall  oerer  aBsnme  the  debts  of  nor  extend  ita  credit  in 
aid  of  any  corporation,  asBOCtation,  or  individnal.     (ArL  IV,  eec.SO.) 

The  general  assembly  shall  never  loan  the  credit  of  the  State  or  make  appro- 
priationa  in  aid  of  railroads  or  canals;  provided  that  the  anrplns  earnings  OT  any 
canal  may  be  appropriated  for  its  enl^gement  or  extension.  (Separate  section 
after  Art.  XI. ) 

Franchise  taxes. — Taxation  shall  be  in  proportion  t«  valne  of  property;  but 
teleBtaph  and  e.'cpress  interests,  owners  and  nsers  of  franchises  and  privile^s 
shall  be  taxed  as  directed  by  law,  the  tax  to  be  nniform  as  to  the  class  npon  which 
it  operates.    (Art.  IX,  sec.  1.) 

Reports  o^  railroad  companie*. — Annnal  reports  of  all  acts  and  doings,  as 
by  law  required,  shall  be  furnished  the  Stat«  by  railroad  companies.  (Art.  XI, 
sec.B.) 

Further  otfjectt  and  subjects  may  be  taxed  by  anthorization  of  tfaegeneral  assem- 
bly in  any  manner  not  inconsiatent  with  the  constitntion.     (Art.  XI, sec.  3.) 

Illinois  Central  Sailroad  Company,  the  charter  arranKement  of,  with  regard  to 
payments  to  the  State,  shall  ever  remain  the  same.  All  money  from  this  sonrce 
shall  be  nsed  only  for  the  ordinary  expenses  of  the  State  government.  (Separate 
section  after  Art.  XI. ) 

Illinois  and  Michigan  Canai  shall  never  be  sold  or  leased  except  by  vote  of  the 
people  of  the  State,    (Separate  section  after  Art.  XI.) 

iMcal  aid. — No  local  division  shall  ever  BnbsGribe  to  the  capital  stock  of  any 
private  corporation,  or  make  donation  to  or  loan  ita  credit  In  ud  of  any  snch  cor- 
poration.    (Separate  section  after  Art.XI.) 

STATUTE  PE0VI8ION8. 

Railroad  oompaniea. 

Listing,  valuation,  eic.'— Railroad  companies  are  required  annually  to  retnm  to 
the  coanty  clerks  schedules  of  taxable  property,  with  reference  to  its  amount, 
kind,  and  valae.  These  schedales  must  contain  a  list  of  the  property  held  for 
right  of  way,  length  of  main  and  side  tracks,  and  a  description  of  the  realty, 
including  a  statement  of  the  v^ne  of  improvements  and  stations  locat«d  on  Uie 
right  of  way.  The  above  propert v  is  denominated  ' '  railroad  track, "  A  list  of 
rolling  stock  nsed  on  the  line  must  oe  included  in  the  schedule. 

In  addition  to  the  local  schedules,  annnal  sworn  statements  mnst  be  filed  with 
the  anditor  of  pnblic  accounts,  setting  forth  the  entire  property  of  operation,  t^ 
actual  valne  of  the  capital  stock,  the  bonded  indebte^ess,  and  the  total  listed 
valoation  of  all  tana;ible  property  in  the  State.  On  the  basis  of  this  schedule,  the 
State  board  of  eqnalisation  assesses  the  property  and  eqnalizes  the  valnations  of 
the  counties.  These  valnations  as  assessed  and  equalized  are  then  entered  by  the 
connty  clerks  in  the  railroad  tax  book,  and  the  taxes  are  extended  and  collected. 
The  rule  for  valuation  by  the  State  board  reqaires  that  the  total  valuation  as 
determined  by  that  body  shall  inclnde  the  valne  of  capital  stock  over  and  above 
the  valne  of  tangible  property,  and  that  thevt^ue  of  real  and  personal  property 
locally  assessed  where  situated  shall  be  deducted.  Franchises  granted  by  the 
State  must  be  listed  as  personalty  at  their  full  valne. 

Local  taxation.' — ''  Railroad  track"  is  listed  and  taxed  in  the  several  towns,  vil- 
lages, districts,  cities,  and  counties  upon amileage basis, excepting  the  sidetracks, 
turn-outs,  station  houses,  depots,  machine  shops,  and  other  like  fixed  property, 
which  are  assessed  and  taxed  where  located.  Boiling  stock  is  taxed  in  the  various 
local  districts  npon  a  mileage  basis. 

Personalty  and  real  estate,  other  than  "railroad  track"and  rolling  stock,  are 
listed  where  sitoated,  and  are  treated  in  all  respects  like  the  similar  property  of 
individuals. 

lUinoia  Central  Railroad  Company.'— Tim  company  is  reqnlred  to  pay  semi- 
snnnally  into  the  State  treasnry  a  tax  of  five  per  cent  on  the  gross  income  of  the 
road  for  the  half  year.  It  must  pay  also  a  tax  on  its  stock,  property,  and  assets 
to  an  amount  sufficient  to  bring  the  total  tax  paid  by  the  company  to  seven  per 
cent  of  its  gross  receipts,  with  provision  for  a  deduction  when  the  State  tax  rate 
exceeds  three-fourths  of  one  per  cent. 

1  Slarr  and  Curtls's  Annotated  Etalutea  ol  IlUnoli,  pp.  SM3-SM4. 
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TalaErapb  oompuiles ' 

These  companieB  are  required  to  pay  an  animal  tax  on  the  TOlne  of  their  capital 
stock  above  uie  valoeof  property  locally  taxed.    The  tax  is  collected  in  the  same 
manner  ae  the  railroad  tax. 
Telephone,  expreaa,  ateamboat,  and  other  traiiHiortatioii  companies.' 

All  snch  companies  incorporated  under  the  laws  of  the  Stat«  retnm  animal 
lieta  to  the  local  aaaeeeors,  and  are  then  assessed  by  the  State  board  of  equalization 
on  the  valne  of  their  capital  stock  in  excess  of  the  yalne  ol  tangible  property 
already  locally  taxed. 

INDIANA. 

CONSTITUTIONAL  PRO  VISIONS. 

Stale  aid. — The  State  shall  not  asanme  the  debts  of  any  corporation  whatever. 
(Art.  X,  sec.  6.) 

Unifot-M  laa;  on  property. — There  shall  be  a  uniform  and  equal  rate  of  assess- 
ment and  taxation.     All  property  shall  be  justly  valued.     (Art.  X,  sec.  1.) 

Wabaih,  and  Erie  Oantu.—TThe  State  shall  not  be  liable  for  any  certificate  of 
stock  issued  "  for  the  completioii  of  tbe  Wabash  and  Brie  Caoal  to  Evansville," 
nnder  acts  of  January  19,  1846,  and  Janoary  39, 1847.     (Art.  X,  sec.  7.) 

Local  aid. — No  county  shall  subscribe  to  stock  in  any  corporation,  unless  pay- 
ment be  made  for  the  same  at  tbe  time  of  subscription;  nor  diall  any  county  loan 
its  credit  to  any  coriKiration,  nor  borrow  money  to  take  stock  in  tbe  same.  (Art. 
X,  sec.  6.) 

STATUTE  PEOVISIONS. 

Bailroad  companiea. 

I  Listing,  valtuUion,  etc. '—Railroad  companies  are  required  to  list  their  property 
annually  with  the  anditors  of  the  varioas  counties.  Returns  must  be  made  at  the 
same  time  to  the  auditor  of  the  State.  These  returns  must  be  very  full  and  must 
contain  a  detailed  statement  concerning  the  entire  railroad  property,  capital 
stock,  and  bonded  debt.  On  the  basis  of  these  retoms,  the  State  board  of  tax 
commissioners  fixes  upon  the  property  a  valnation,  which  is  apportioned  ajnonR- 
thevariouslocaltax  districts,  where  the  taxis  computed  and  collected  at  the  usnal 
property  rate.  Rolling  stock  Is  assessed  on  a  pro  rata  mileage  basis;  and  such  as 
IS  hired,  leased,  or  ns^  (bnt  not  owned)  by  any  railroad  company,  is  assessed 
against  that  company  according  to  the  proportion  of  the  year  it  uses  the  same. 
All  tax-assessing  officers  in  tbe  State  are  empowered  to  examine  the  books  and 
records  of  transportation  companies. 

Local  t<vration,' — Real  estate  and  personalty  not  used  for  operating  pornoses 
are  assessed  and  taxed  directly  by  local  authorities,  in  addition  to  the  local  taxes 
on  the  valuations  apportioned  by  the  Stat«  authorities. 
Telegraph,  telephone,  ozpreaa,  parlor,  etc.,  car,  and  &iat  freight  companiea' 

These  companies  are  I'eqnired  to  make  annual  statements  concerning  property, 
franchise,  capital  stock,  and  mortgage  indebtedness  to  the  auditor  of  Uie  State. 
On  the  basis  of  these  retnms  the  State  board  of  tax  commissioners  determines 
the  actual  value  of  the  capital  stock  of  each  company,  add  to  this  the  value  of 
the  bonded  debt,  and  from  this  gross  sum  deduct  the  value  of  all  property  outside 
of  the  State  owned  by  such  companies,  but  not  specifically  used  in  the  conduct  of 
their  business.  A  mileage  proportion  of  the  resulting  sum  is  accredited  to  the 
State  for  puirosee  of  taxation.  After  further  deduction  has  been  made  for 
prox>erty  locally  taxed  in  the  Stat«,  the  remaining  sum  is  apportioned  among  the 
counties  for  the  computation  and  collection  of  the  tax. 
Wabaah  and  Bile  Canal  Company.* 

Locally  assessed  and  taxed  on  its  general  property. 

IOWA. 

OOHSTITUnONAL  PROVISIONS. 

State  aid.— The  credit  of  the  State  shall  not  be  loaned  to  any  individnal,  asao- 
ciation,  or  corporation,  nor  shall  the  State  ever  assume  the  liabilities  of  any 
individual,  association,  or  corporation.     (Art.  7,  sec.  1.) 

■stair  snd  Guitte'i  Annotsled^Ututei  o[  Illlnole.  p.  34M. 
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The  State  Bhall  not  become  a  stockholder  in  anv  corporation.    (Art.  8,  sec.  8.) 
Corprmtte  property. — Corporate  property  efaall  be  taxed  the  game  ae  indivldoal 
propraty.    (Art.  B,  sec.  2.) 

STATUTE  PROV1910N8. 
Railroad,  oompanlea.' 

Listing,  valuation,  etc, — Railroad  companies  are  required  tomakeaimnal  state- 
ments to  the  execntire  council  of  al!  property  of  operation,  as  well  as  the  eam- 
IngB  and  eipenees  of  operation  within  the  State.  Upon  the  baais  of  these  retnma 
the  execntive  conncil  asseBS  railroad  property  at  its  actual  cash  value,  taking  into 
consideration  the  earning  capacity  of  the  road.  Rolling  stock  is  valued  on  a  pro 
rata  mileage  basis.  Sleeping  and  dining  cars  are  assessed  to  the  railroads  using 
the  some  in  the  same  manner  as  the  ordinary  rolling  stock  of  tho6e  roads.  The 
valuation  reached  by  the  executive  council  is  apportioned  among  the  countieBfor 
the  cotnptttation  and  collection  of  the  tax. 

Local  iozaKon.— Railroad  real  estate  not  nsed  for  purposes  of  operation,  grain 
elevators,  and  railroad  bridges  over  the  Mississippi  and  Missonri  rivers  are  locally 
taxed  where  sitnated.    There  is  also  a  local  tax  on  the  valnea  apportioned  by  the 
State. 
Telegraph  and  telephone  companie*.* 

The  State  executive  council  determine  the  value  of  the  property  and  francbbe 
of  telegraph  and  telephone  companies  in  the  State.    This  valuation  ia  apportioned 
among  the  local  districts  and  fiulher  administered  like  the  taxes  on  raifroads. 
B:n>reaa  companle*.' 

The  State  executive  conncil  determine  the  value  of  the  property  of  express  ct 
nDn<^„  <..  »T.=  a^^^.,    =-™™.i-  .r,~,™~4.,r  -n*  '•- -'isively  used  in  the  condnct 
value  of  shares  plus  mortg  „ 
t  used  exclosively  in  conduct  of 


State  aid.— The  State  shall  never  be  a  party  in  carrying  on  works  of  internal 
improvement.     (Art.  11,  sec.  8.) 

Uniform  taxation. — The  legislature  shall  provide  for  a  uniform  and  equal  rate 
of  assessment  and  taxation.     (Art.  11,  sec.  I.) 

Local  aid. — Cities,  towns,  and  villages,  in  their  powers  o(  taxation,  assessment, 
borrowing  money,  contracting  debt,  and  loaning  tneir  credit  shall  be  so  restricted 
as  to  prevent  abuse  of  such  power.     (Art.  12,  sec.  9.) 

STATUTE  PROVI8I0K8. 

Railroad  oompaniaa. 

Listing, valuation,  etc' — Upon  the  basis  of  reirarts  made  by  the  railroad  companlee 
the  State  board  of  railroad  assessors  values  raUroad  track,  roadbed,  right  of  way, 
water  and  fuel  stations,  buildings,  machinery,  and  rolling  stock  upon  a  pro  rata 
mileage  basis  (including  the  cars  of  other  companies  used  on  the  railroads  of  the 
State) ,  moneys,  credite.  and  franchises.  The  board  ia  empowered  to  examine  the 
books  and  papers  of  railroad  companies.  Through  the  Stete  auditor  an  apportion- 
ment of  the  valuation  thus  determined ie made amonptheconnties,  where  further 
apportionment  is  made  among  the  smaller  districts,  in  which  the  tax  is  computed 
and  collected  at  the  nsual  property  rate. 

Local  taxation.' — Railroad  real  estate  and  personal  property  not  in  the  right  of 
way  ia  locally  asBesaed  and  taxed.    A  local  tax  also  is  levied  on  the  basis  of  tike 
valuations  as  apportioned  by  the  Stete. 
Talagrapta  and  telephone  companies.' 

The  companies  file  an  annual  statement  with  the  Stete  auditor,  setting  forth 
thevalneoftheircapita^stock.realestete  (as  locally  assessed),  the  whole  length 
of  line,  the  value  of  all  personalty,  and  the  total  gross  receipts  tor  the  year.    A 
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property  Talnation  is  then  determined  by  the  State  board  of  appraisers.  In  arriv- 
mg  at  wis  valnatioii  the  value  of  real  and  persoiial  property  locally  asaeBeed  and 
taxed  is  deducted.  The  reenlting  earn  is  tben  apportioned  among  the  local  dis- 
tricts for  the  coUection  of  the  tax. 

KENTUCKY. 

CONBTITDTIONAL  PROVISIONS. 

State  aid.— The  credit  of  the  8tat«  shall  not  be  pledged  to  any  individnal  or 
company,  nor  shall  the  Commonwealth  take  HtocK  in  any  company  nor  mahe 
donations  to  any  company,  nor  shall  the  State  constmct  a  railroad.     (Sec.  ITT.) 

The  assembly  shall  have  no  power  to  release  any  individnal  or  corporation  from 
indebtedness  to  the  State,  nor  to  any  connty  or  monicipality  thereof.     (Sec.  53.) 

Uniform  tai  on  properly. — All  taxes  shall  be  levied  and  collected  according  to 
general  law,  and  shall  be  uniform  upon  all  property  subject  to  taxation  witoin 
Bie  limits  of  the  taiing  jurisdiction.    {Sec,  171.) 

Property  shall  be  assessed  at  its  fair  cash  value.     (Sec.  ITS.) 

Corporation  ta^es. — Corporate  property  shall  pay  the  same  rate  of  taxation  as 
individual  property;  but  tne  assembly  may  provide  for  taxes  on  income,  license, 
or  franchises.     (Sec.  174.) 

Railroad  taxen.—The  assembly  may  provide  by  law  bow  railroads  and  railroad 
property  shall  be  assessed  and  taxed.     (Sec.  183.) 

Local  aid.— The  assembly  shall  not  anthorize  any  local  diviMon  to  loan  it«  credit 
to,  make  donations  to,  or  teke  stock  in  any  company  or  cori>oration.     (Sec.  179.) 

STATUTE   PROVISIONS. 

Railroad  companlBs.' 

Listing,  valuation,  etc. — Bailroad  companies  are  required  to  make  annual  return" 
of  total  property  in  the  State  to  the  StAto  auditor  of  public  accounts.  Only  a  pro 
rata  mileage  proporiiion  of  rolling  stock  is  included.  On  the  basis  of  these  and 
local  retnms  a  valuation  of  railrcad  property  is  determined  by  the  railroad  com- 
mission, which  is  also  empowered  by  law  to  examine  corporation  books,  records, 
etc.    Upon  this  valuation  the  State  tax  is  levied  at  the  usoal  State  rate  on  real 

Local  taxation. — Each  connty  superintendent  of  common  schools  fnmishea 
every  railroad  company  operating  within  his  school  district  with  aatatement  of  the 

boundaries  of  that  district.    County  clerks  make  similar  statements  concemii^ 
the  other  taxing  districts  throngh  wnich  railroad  lines  run.     Railroad  companies 
are  then  subject  to  taxation  in  each  local  district^as  bounded  by  the  above  officers, 
at  the  nsnal  property  rate. 
Telagraph,  telephone,  ozpress,  and  paueUEer-ear  companies. 

All  snch  companies  pay  an  annual  State  and  local  franchise  tax,  in  addition  to 
other  taxes,  on  a  pro  rata  mileage  valnation  of  capitel  stock  (less  the  value  of 
tangible  property  already  taxed) ,  determined  by  the  State  board  of  valuation  and 
assessment.' 

The  franchises  of  all  incoTxx)rat«d  companies  are  taxed  by  cities  of  the  first  and 
second  classes.  The  value  of  the  franchise  is  represented  by  a  pro  rata  mileage 
proportion  of  capital  stJick,' 

LOUISIANA. 

CONSTITUTIONAL  PROVISIONS. 

Release  from  taxation. — The  power  to  tax  corjwrations  and  corporate  property 
shall  never  be  surrendered  nor  suspended.     (Art.  328.) 

Exemption. — Any  new  lines  of  railroad  constructed  and  completed  prior  to  1804 
shall  bo  exempt  from  taxation  for  ten  years  from  the  date  of  their  completion. 
Exemption  shall  not  hold  with  anv  railroad  receiving  local  aid,  unless  it  waive 
that  aid  or  submit  the  question  of  waiving  the  aid  to  a  vot«  of  the  taxpayers  on 
petition  of  one-third  of  those  taxpayers.     (Art.  230.) 

State  aid  and  State  industry.— The  funds,  credit,  or  property  of  the  State  shall 
not  be  loaned  or  granted  to  any  individual,  association,  or  corporation,  nor  shall 
the  State  assume  the  liability  of  any  individual,  association,  or  corporation  nor 

'  Barbour  auil  CiirroU'B  Kenluuky  SUtutCK,  9CC&  4W6-1104. 
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Hnbeuribe  to  irtock  in  any  corporation.    Nor  shall  the  State  carry  on 

of  any  such  corporation,  except  that  it  may  grant  the  right  of  way  through  its 

lands  to  any  railroad  or  canal.     (Art.  58.) 

The  general  assembly  shall  not  release  the  liability  of  any  individnal  or  cor- 
poration to  the  State  or  to  any  local  political  division  thereof.     {Art.  69.) 

Uniform  taxation. — Taxation  shall  be  tmiform  on  the  same  class  of  subjects  in 
the  same  jurisdiction.     (Art.  236.) 
RaUroad,  tAlegrapb,  telephone,  Bleaplng-oax,  and  Bxpresa  oompanies. 

A  State  board  of  appraisers  shall  assess  the  prox>eTty  of  anch  companies. 
(Art.  228.) 

license  tax. — The  general  assembly  may  levy  a  graduated  license  tax  on  indi- 
viduals and  coriwrations.     (Art.  229.) 

Foreign  eorporoitong.^^Iompanies,  corporations,  and  asBociations  domiciled  out 
of  the  State,  but  doing  business  therein,  may  be  licensed  and  taxed  in  a  different 
mode  from  domestic  corporations;  bat  said  different  mode  of  license  shall  be  uni- 
form, upon  a  graduated  system,  and  it  shall  be  equal  and  uniform  as  to  all  com 
panies  doing  the  same  line  of  business.     (Art.  242.) 

Reports. — The  railroad,  express,  telegraph,  telephone,  steamboat,  and  sleeping 
car  commission  shall  have  power  to  compel  the  production  of  books  and  paperp 
of  transportation  companies,  to  summon  witnesses,  etc.     (Art.  284.) 

Local  aid. — The  funds,  credit,  or  property  of  any  political  corporation  shall  not 
be  loaned  or  granted  to  any  individual,  association,  or  corporation,  nor  shall  any 
political  corporation  assume  the  liabilities  of  any  individual,  association,  or  cor- 
poration nor  subscribe  to  stock  in  any  corporation.     (Art.  68.) 

Local  taaxition. — Venations  of  property  for  State  taxation  Bball  be  taken  as  the 
basis  for  local  taxation.     (Art.  225.) 


Railroad  companle*. 

Listing,  valuation,  etc' — The  State  board  of  appraisers  values  all  railroad  prop- 
erty. Exit  this  purpose  it  may  require  all  neceasarj[  information  from  the  various 
companies.  Due  returns  are  made  to  the  local  civil  divisions  of  the  prox>erty 
assessed  and  its  valuation  in  their  separate  jurisdictions. 

Local  taxation.' — All  railroad  property  is  assessed  and  taxed  in  the  local  districts. 
T«legmpb,  telephone,  ezpreao,  and  BleopinE-oar  companies.' 

These  companies  are  taxed  tike  railroads. 

Telegraph,  telephone,  and  express  companies  pay  in  addition  a  local  tax  gradu- 
ated in  amount  according  to  their  gross  receipts  and  ranging  from  (20  to  $6,260.' 

MAINE. 

CONSTITUTIONAL  PROVISIONS. 

State  aid, — The  credit  of  the  State  shall  not  be  directly  or  indirectly  loaned  in 
1  property  shall  be  .assessed  equally 


my  case,     (Art.  IX,  see.  16.) 

Uniform  tax  on  property. — A__  .._....._. 

uxK>raing  to  the  value  thereof.     (Art.  IX,  sec.  8.) 


STATUTE  FEOVI8I0N9. 

Railroad  ccunpanleB.^ 

State  taxation. — Railroads  pay  an  annual  excise  tax  to  the  State  for  the  privi- 
lege of  exercising  their  franchises.    Aside  from  the  special  tax  for  the  support  of 

the  board  of  railroad  commissioners,  this  tax  is  in  lieu  of  other  State  taxes.  The 
tax  is  graduated  according  to  gross  receipts  per  mile  of  line,  as  follows: 

One-fourth  of  1  per  cent  on  gross  receipte  of  $1,500  or  less  per  mile. 

One-half  of  1  per  cent  on  gross  receipts  between  81,500  and  $3,230  per  mile. 

One-fourth  of  1  per  cent  on  gross  receipts  for  each  additional  |T50  per  mile,  the 
rate  never  to  exceed  8t  per  cent. 

Interstate  receipts  are  prorated  on  a  mileage  basis. 

1  L«WK  al  1900,  pp.  189. 190. 

<  [awb  o[  1S9S,  pp.  363.  S04. 

■Ibid.,  pp40ft-Qa. 

•Frcoman'sSnpplemeniio  thoMiiJreStBmu«(l(i>i5-1896),  pp.  70,  TI, 
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Local  (oxat  ion. —Railroad  real  estate  not  employed  for  pnrpoaee  of  operation  is 
locally  asseseed  and  taxed.    Cities  and  towns  receive  from  the  State  1  per  cent  on 
shares  of  railroad  stock  held  therein. 
Tolephoatt  companloa.' 

These  companies  pay  the  State  a  tax  of  3^  per  cent  on  the  Tttlne  of  their  prop- 
erty of  operation. 
BxprsBs  oompanlea.' 


MARYLAKD. 

PROVISIONS. 

State  aid.— The  credit  of  the  State  shall  not  be  loaned  to  any  individnal,  asso- 
ciation, or  corporation,  nor  shall  the  State  engage  in  any  work  of  internal 
improTement  nor  grant  any  aid  thereto.     (Art.  3,  sec.  84,) 

Chesapeake  and  Ohio  Canal  Company,  Chesapeake  and  Delaware  Canal  Com- 
pany, Susquehanna  and  Tidewater  Canal  Company,  and  Baltimore  and  (Mio  Bail- 
road  Company.— The  State's  interest  in  these  companies  regnlated.    (Art.  13.) 

Looai  atd.— No  connty  shall  contract  any  debt  in  the  constmction  of  any  raU- 
road,  canal,  or  other  work  of  internal  improvement,  nor  loan  its  credit  in  aid  of 
any  association  or  corporation,  unless  authorized  by  act  of  general  assembly. 
(Art.  3,  sec.  54.) 

STATUTE    PROVISIONS. 

Railroad  oompaolVB.^ 

Slate  taxation. — A  State  tax  as  a  franchise  tax  is  annually  levied  npon  the  gross 
receipts  of  railroad  companies,  as  foUowe:  Eight-tenths  of  1  per  cent  on  the  first 
tl,000  per  mile  of  gross  eamingB,  or  on  the  total  earnings  if  they  are  less  thiui 
(1,000  per  mile:  l^-per  cent  on  all  gross  earnings  above  fl,000  per  ndle  bnt  not 
exceeding  (2.000  per  mile;  and  2  per  cent  on  alt  gross  earnings  over  $3,000  per 
mile.  Earnings  from  interstate  business  ore  prorated  on  a  mileage  basis. 
AnnnaLreporte  are  required  of  the  railroad  companies,  and  railroad  officials  may 
be  summoned  as  witnesses  by  the  State  tax  commissionerB,  who  determine  the 
amonnt  of  the  tax  to  be  paid, 

Local  taxation. — ^All  railroad  property  is  locally  assessed  and  taxed,  rolling 
stock  npon  a  mileage  basis  as  apportioned  among  the  counties  by  State  ofBciale. 
Railroad  property  is  assessed  and  taxed  for  connty  and  miinicipal  pnrposeB  Ube 
the  property  of  indiiridoals.* 
Telegraph,  telephone,  expresa,  parlor-car,  and  other  tran^mrtatlon  oompaniaa.' 

All  snch  companies  pay  a  State  tax  as  a  franchise  tax  of  3  per  cent  on  their 
gross  earnings  (interstate  earnings  on  a  pro  rata  mileage  basis) . 

MASSACHUSETTS. 

CONSTirmONXL  PROVISIONS. 

Nothing  specific. 

STATCTE  FB0VISION8. 

All  tTBjiaportatlon  and  tranamlsaion  omnpanle*.' 

State  too;.— All  domestic  companies  are  taxed  under  the  general  corporatios  tax 
law  of  the  State.  Annual  returns  of  capital  stock,  property,  etc.,  are  made  by 
the  various  companies  to  the  tax  commissioner  of  the  State,  who  asBesses  their 
capital  stock  at  its  true  niasket  value,  as  representing  the  trne  value  of  the  cor- 
porate franchise.  Deductions  are  then  made  for  real  estate  and  fixed  machinery 
locally  assessed  and  taxed.  The  remaining  valuation  is  subject  to  a  State  tax  at 
the  average  rate  of  the  local  asaeaaorsthrongboiit  the  State.    Bailroad,t«d^[npb, 


>  Frecman-ii  Supplement  to  the  Haitie  BIstntes  (188&-1SM),  pp.  71,  TL 

'iua..p.Ti. 

•Fae'HSupplemcnttothcFubUcOenenl  Iawi  (1S«0-lMe),pp.6U-Ul. 
4  Ibid.,  p,^ 
'IlitiI.,pp.64Z-Ul. 
*FDbUcSt»tul«ao(l(an*chiueI(a,Ehap.IS,i>»B.SS.41. 
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I  and  telephone  companies '  doin( 

I  rata  mileage  proportion  of  their 

I  inspection  of  corporation  booki 

I  officers  of  cor^ratlonB. 

I  Local  taratton. — Local  taxes  8 

'  transportation  companiee,  whic! 

tax  law,  are  aeseseed  by  the  loci 

and  Massachusette  shareholders 

,  There  are  no  local  taxes  on  tht 

cbise  tax,  bnt  there  is  a  distribi 

trictB,  according  to  the  number 

Construotioii  compaale*.' 

All  compani^  formed  in  the  I 
graphs  are  reqnired  to  pay  a  tas 
of  their  capital  stock. 


Internal  improvsTnent. — The  S 
any  work  of  internal  improvemi. 
to  the  State  of  land  or  other  pro 

State  Qtd.— The  credit  of  the  S 
association,  or  corporation.     {A 

The  State  shall  not  subHcrioe 
or  corporation.     {Art.  XIV,  sec 

Property  taxes  and  speeifle  tan 
mle  of  taxes  levied  on  property, 
XIV,  sec.  11.) 

All  assessments  hereafter  an 
(Art.  XIV,  sec.  12.) 

The  Stat«  shall  continne  to  ci: 
law,  and  may  provide  for  the  c(- 
corporations  hereafter  created. 

All  specific  taxes  (the  ezistii 
edncational  purposes.     (Art.  XI 


Railroad  ci 

State  taxation. — Railroad  one 
erty  and  bnsiness."    This  tax  i 


or  less. 

Si  per  cent  on  gross  income  v 
*2,060  to  »4,000. 

4  per  cent  on  gross  income  w  i 
^,-000  to  16,000. 

4^  per  cent  on  gross  income  v 
$6,000  to  $8,000. 

B  per  cent  on  gross  income  ■  < 
$8,000. 

10  per  cent  on  gross  income  c  I 

Interstate  lines  pay  the  tax 
income.    The  proceeds  of  the  r  i 

Local  taxation.'— The  above 
except  the  tax  locally  aeseased  i 
parposes  of  operation. 
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Frelglit  Use,  Bleeploft  mad  parlor-oar  companlea.' 

These  companies  pay  a  "State  tax  of  2i  per  cent  on  tbelr  gross  receipta  from  bnsi- 
neea  done  in  the  State. 
NaTlfaUos  companlaa.' 

These  companies  ore  taxed  apon  the  aggregate  value  of  their  capital  stock, 
personalty,  realty,  franchise,  sbipe,  and  docks,  with  dedaction  for  all  bona  fide 
mdebtedness.    All  ships,  boats,  and  vessels  are  taxed  as  personalty. 

MINNESOTA. 

COBSTITUTIOSAL  PB0VIB10N8. 

Internal  improvement.— All  lands  donated  to  the  State  for  pnrposes  of  internal 
hnprovement  shall  be  sold,  the  proceeds  thereof  to  be  tnmea  into  the  intemal- 

larvote.     (Art.  IV,  sec.  82  (6),) 

The  Stat«  shall  never  contract  debt  for  works  of  internal  Improvement,  or  be  a 
party  to  sach  work  except  in  the  case  of  grants  to  the  State  for  that  purpose. 
^Art.  IX,  sec.  B.) 

State  aid.^Ttae  credit  of  the  State  shall  never  be  given  or  loaned  in  aid  of  any 
individual,  association, or  corporation.     {Art.  IX,  sec  10.) 

Uniform  tax  on  property. — All  taxes  in  the  State  shall  be  as  nearly  eqnal  as  may 
be,  and  taxes  on  property  shall  be  equalized  and  nnitorm  throughout  the  StaM. 
(Art.  IX,  sec.  1.) 

Baaroadt.—Anj  law  providing  for  the  amendment  or  repeal  of  the  existing 
system  of  levy  on  the  gross  oaFnings  of  railways  shall  be  sabmitted  to  the  vote  of 
the  people.    (Art.  IV,  sec.  82  (a).) 
TaleEraph,  telephone,  express,  and  car  oompaniea. 

The  legislature  may  impose  npon  the  owners  or  operators  of  snch  companies 
taxes  on  property  or  earnings,  or  both,  which  may  be  graded  or  progreeaive,  and 
which  shall  be  on  a  pro  rata  milea^  basis.  This  shall  not  preclnde  the  taxation 
of  land  orordinary  property  accoiding to  the  ordinary  methods.    (Art.  IX,  sec.  17.) 


Railroad  oompaniea.' 

Railroad  compuiies  are  required  annually  to  report  to  the  State  railroad  and 
-warehonse  commission  their  gross  earnings  for  the  year,  separating  interstate 
from  intrastate  earnings.  They  are  then  taxed  on  a  pro  rata  mileage  proportion 
of  tlieir  gross  earnings.  Dnring  the  first  three  years  of  operation  the  rate  is  1  per 
cent,  dnring  the  next  seven  years  3  per  cent,  and  thereafter  8  per  cent.  This  tax 
is  paid  to  theSt«tetreasnTer,andisinlienof  all  other  taxes,  either  State  or  local, 
excepting  local  taxes  on  lands  the  sabject  of  grant  either  by  the  State  or  the 
United  States. 
Telephone  oompaniea.' 

These  companies  pay  a  tax  of  8  per  cent  on  their  gross  earnings  to  the  State. 
Bxpreaa  oompaniea.* 

These  companies  pay  the  State  a  tax  of  S  per  cent  on  their  gross  receipts  from 
btisineBs  done  in  the  State,  with  deductions  for  the  amonnt  paid  to  railroad  com- 
panies for  the  transportation  of  freight  within  the  State. 
Freight  line  and  eqnipment  oompaniea.' 

These  companies  pay  to  the  State  anditor  a  tax  of  2  per  cent  on  the  actual  valne 
of  their  capital  stock,  determined  on  a  pro  rata  mileage  basis  after  making  dednc- 
tions  for  real  estate  locally  taxed. 
Bleeidng  and  parlor  car  oompaniea.' 
tht 
n  the  State,  in  lien  of  other  taxation. 


Complied  U.wb  oI  Michigan  (ie»),  pp.  1268-ieS3. 

UlDDOOta  (1SM),KCB.  166V-IG81,  Kiid  IawboI  Isn.p-K. 


Lairaof  lMi,p.3ae;BlwLAwe'ollSn,p.lM.  ,'-•  t 


Laws  of  1W7,  p.  307. 


TAXATION   OF   TEAN8POETATIOH   0OMPANIE8. 
'Water  craft. ' 


CONSTITUTIONAL 

ReUaaefrom  taxation. — The  power  to  tax  corporatioiu  and  coriwriite  property 
ahfljl  never  be  sarrendered  nor  abridged,  except  tbat  exemption  from  taxation  for 
a  period  of  five  years  may  be  grantm  to  new  enterpriBea  of  pohlic  ntUity.  (Sec. 
1B2.) 

State  aid. — No  law  frranting  a  donation  in  favor  of  any  object  Hhall  be  enacted 
except  by  two-thirds  vote  of  each  house.     (Sec".  66. ) 

Laiide  under  the  control  of  the  State  shall  never  be  donated  to  Industrial  corpo- 
rations or  railroad  companies.  The  le^slatnre  may,  however,  grant  the  right  of 
■way  to  railways  across  State  land.i  as  a  mere  easement.     (Sec.  95.) 

The  credit  of  the  State  shall  not  be  pledged  nor  loaned  in  aid  of  any  association 
or  corporation,  nor  shall  the  State  aseame  the  indebtedness  of  any  individaal, 
association,  or  corporation,  nor  become  a  stwcUiolder  in  any  corporation.  (Sec. 
aw.) 

'  ■"   -'-'--     * — 1,  association,  or  corporation  to  the  State  or  to  any 

1.  postponed,  or  diminished.     (Sec.  100.) 
n  property — RaUroada  and  other  eorporoiiOTts.— Taxation  shall 

1 .y_    guj  jjjg  legislature  may  provide  for  a  special  mode 

Is  and  for  other  corporate  property  not  situated  wholly 

i  the  same  way  and  to  the  same 
railroad  or  other  association  or  corporation,     (Sec.  183.) 


Railroad  oompanlea.' 

Listing,  valiiation,  etc. — Railroad  companies  are  required  to  make  annual 
reports  to  the  State  railroad  commission,  setting  forth  their  property,  taxable  and 
nontaxable,  their  capital  stock,  and  receipts  for  the  year,  and  the  values  of  their 
respective  franchises.  The  railroad  commieaion  then  assesses  the  property  of  these 
companies,  taking  into  consideration  the  value  of  the  franchise  and  of  the  capital 
stock  engaged  in  business  in  the  State.  This  valuation  is  apportioned  aiqong  the 
counties  for  the  computation  and  collection  of  the  tax. 

Privilege  (ox.'— Railroads  also  pay  the  State  an  annual  privilege  tax.  For  this 
pnrpose  they  are  divided  into  fonr  classes,  according  to  their  gross  earnings  per 
mile  for  the  year.    The  taxes  levied  on  each  class  are  as  follows: 

First  class,  $20  per  mile;  second  class,  f  15  per  mile;  third  class,  flO  per  mile; 
narrow-gauge  class,  (2  per  mile. 

Local  taxation, — Railroad  real  estate  not  directly  employed  for  traffic  operations 
is  locally  assessed  and  taxed.    There  is  also  a  local  tax  on  the  values  apportioned 
by  the  State. 
TalegTRph,  ozpreaa,  and  sleeping-car  coropanlea.' 

These  companies  are  assessed  and  taxed  like  raUroads. 

Telegraph  companies  also  pay  a  privilege  tax  of  $250  if  their  lines  are  1,000 
miles  or  more  in  length.    Otherwise  they  pay  $25  per  mile.'' 

Sleeping-car  companies  pay  the  State  the  annual  specific  sum  of  $200,  besides 
the  sum  of  25  cents  per  mile  for  each  mile  of  railroad  track  in  the  State  over 
which  cars  were  run,' 
Telephone  oompaiiieB.* 


iLawBO[J895,p.60J, 

lAnnolatod  Codo  o!  Hlaslinlppl,  secB.  I 
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INDUSTRIAI.   OOMMIBBION; — TBANBPOETATIOH'. 


CONSTITOTIONAI.  PBOVISIOMS. 

Rdeasefrom  taxatwn. — The  power  to  tax  con>oratioiis  and  corporate  property 
shall  not  be  aarrendered  or  suspended.    <  Art.  £,  see.  3. ) 

State  aid. — The  State  shall  not  lend  hot  pledge  its  credit  in  aid  of  any  individ- 
ual, association,  or  corporation.     (Art.  IV,  sec.  4S.J 

The  State  shall  not  grant  money  or  property  In  aid  of  any  individnal,  associa- 
tion, or  cori)oration,    (Art.  FV,  sec.  48.) 

The  State  shall  not  sabecribe  to  stock  in  any  cotrtoration,  except  to  secure  loans 
previonsly  extended  to  certain  railroads.     (Art.  IV,  sec.  49.) 

The  State  shall  not  release  its  lien  on  any  railroad.     (Art.  IV,  sec.  60.) 

The  State  shall  not  release  any  obligation  to  itself  on  the  part  of  any  corpora- 
tion or  individual.     (Art.  IV,  sec.  51.) 

Vitiform.  tax  on  property.— t&xeiii  shall  be  nnifomi  upon  the  same  class  of  anb- 
jects  within  the  same  tazmg  jurisdiction.    (Art.  X,  sec.  8. ) 

Property  subject  to  taxation  shall  be  taxed  in  proportion  to  its  value.     (Art,  I, 

;.  4.) 


corporation,  nor  loan  its  credit  nor  make  donation  in  aid  of  any  snt^  oorporation. 

STATOTK   PKOVISIONB. 

Railroad  oompaolea.' 

IA»Hng.  valuation,  etc. — Railroad  companies  are  required  to  return  to  the  State 
auditor  detailed  annnai  statements  of  their  property  of  operation  and  its  actual 
value.  Duplicate  staferaente  are  made  to  the  counts^  clerks  of  the  respective 
counties  of  property  therein  situated.  These  are  certified  by  the  county  courts 
and  forwarded  to  the  State  auditor ,  by  whom  thev  are  laid  before  the  State  board 
of  equalization.  This  bo^^  then  assesses  the  railroad  property  (rolling  stock  on 
a  pro  rata  mileage  basis),  and  apportions  the  valuation  among  the  counties  for 
the  computation  and  collection  of  the  tax.  In  the  makiug  of  aeseasments  the 
board  has  access  to  railroad  books,  records,  et«. 

Local  toxofion.— All  railroad  property  not  assessed  by  the  State  (i.  e.,  lands, 
machine  and  work  sho^,  roundhouses,  warehouses  and  other  buildiUKs,  goods 
chattels,  and  office  furniture)  is  assessed  and  taxed  locally.    There  is  aJiio  a  local 
tax  on  the  values  apportioned  by  the  State. 
TBlegraph  and  ozproas  compaiilaB.' 

These  companies  are  taxed  on  their  franchises  and  property  in  the  same  manner 
as  railroads. 

Express  companies  pay  the  State,  in  addition,  a  tax  of  li  per  cent  on  their  gross 
receipts  from  business  done  in  the  State.* 
Car  companiam.* 

These  companiee  pay  the  State  a  tax  of  %  per  cent  on  the  cash  valuation  of  their 

MONTANA. 

CONSTITUTION Ai,  psovisioirB. 

Rdeasefrom  taxation. — The  power  to  tax  corporations  and  corporate  property 
shall  never  be  surrenderedor  suspended.    AllcorporationsBhalIhe  taxed  for  State 

and  local  purposes.     (Art.XII,  sec.  7.) 

Exemption  of  ttoeka. — Stocks  in  any  company  shall  not  be  taxed  when  the 
property  represented  by  such  stocks  is  taxed.     (Art.  Xn.sec.lT.) 

State  aid. — The  State  shall  never  loan  its  credit  to,  grant  subsidy  to,  or  sub- 
scribe to  stock  in  any  company  or  corjtonition.    (Art.XIII.sec.  1.) 

No  appropriation  shall  be  made  to  any  person  or  corporation  not  under  the 
absolute  control  of  the  State.    (Art.  V,sec.3S.) 

The  le^^islature  shall  not  authorise  the  contracting  of  debt  in  the  construction 
of  anynulroad,  nor  loan  the  credit  oftheState  in  aid  of  the  same.    (Art.  V,  seo.  !^.) 
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taxed  a.    .   , 

and  corporations.     {Art.XU,  set.  1.) 

Bailroada.—Tbe  franchise,  roadway,  roadbed,  rails,  and  rolling  stock  of  all  rail- 
roads operating  in  more  than  one  county  shall  be  aseessed  by  the  State  board  of 
equalization,  and  the  valuation  apportioned  among  the  local  districts  on  a  pro 
rata  mileage  baBis.     (Art.  XII,  sec.  18.) 

Local  aid. — No  local  division  n>iii.ll  ever  loan  its  credit  to^^^nt  sabeidies  to, 
or  subscribe  to  stock  in  any  company  or  corporation.     (Art.  AlU,  sec.  1.) 

The  Ic^islatnre  shall  not  aathorize  an^  county  to  contract  debt  in  the  construc- 
tion of  any  railroad,  nor  loan  its  credit  in  aid  or  the  same.     (Art.  V,  sec.  38.) 

STATOTK  PROVISIONS. 

Railroad  companlea.- 

Liating,  valuation,  etc. — Railroad  companies  are  required  to  make  to  the  State 
full  annual  statements  of  their  property  of  operation,  capital  stock,  earning,  and 
indebtedness.  On  the  basis  of  these  returns,  the  State  board  of  equalization 
assesses  franchise,  roadbed,  rails,  and  rolling  stock  (whether  owned,  hired,  or 
leased).  The  valuation  thus  determined  is  apportioned  among  the  counties  on  a 
mileage  basis  for  the  computation  and  collection  of  the  tax. 

Local  taxation. — Railroad  real  estate  not  on  the  right  of  way,  including  stations 
and  depoto,  is  locally  assessed.  There  is  also  a  local  tax  on  the  values  apportioned 
by  the  State. 

Railroads  operating  in  a  single  county  are  locally  assessed  and  taxed  on  their 
property  and  rranchises.' 
Telegraph,  telephone,  exprees,  canal,  stage,  and  navigation  oompaniea 

Tel^raph,  telephone,  andcana!  companies  are  locally  assessed  on  theirpToperty 
and  franchises.' 

Telegraph  companies  pay  a  local  license  tax  of  iS  per  quarter  on  each  instrn- 
ment  in  use,  and  telephone  companies  75  cente  per  year  on  each  instmment.* 

Express,  stage,  and  navigation  companies  are  locally  asseasedand  taxed  on  Uieir 
property.* 


CONSTITUTIONAL  PROVISIONS. 

Release  from  taxation,— The  legislature  shall  have  no  power  to  release  or  dis- 
charge from  State  taxes,  nor  to  authorize  commntation  for  sncb  taxes  in  any 
form.     (Art.  IX,  sec.  4.) 

State  aid.— Lands  under  the  control  of  the  State  shall  never  be  donated  to  rail- 
road companies,  private  corporations,  or  individuals.     (Art.  Ill,  sec.  18.) 

The  credit  of  the  State  shall  never  be  given  or  loaned  in  aid  of  any  individnaJ, 
association,  or  corporation.     (Art.  XII,  sec. 3.) 

Property  and  franchise  taxei. — Property  and  franchises  shall  be  taxed  according 
to  their  value  in  such  manner  as  the  legislature  shall  direct.     (Art.  IX,  sec.  1.) 

Ri;]K)rts  of  railroad  (Xnnpaniea. — Annnal  reports  shall  be  made  by  railroad  com- 
panies to  the  State  auditor.     (Art.  XI,  sec.  1.) 

Local  aid. — No  local  district,  shall  make  donations  to  any  work  of  internal  im- 
provement except  by  vote  of  the  people;  aggregate  donations  of  this  character 
shall  not  exceed  10  per  c«nt  of  the  assessed  value  of  property  in  any  county  unless 
by  a  two-thirds  vote  of  the  people,  when  a  5  per  cent  increase  over  the  10  per  cent 
limit  shall  be  valid.     (Art.XI^sec.  4.) 

<  Booth's  Montana  Code,  noes.  3eB6,  S73T-3TW. 

'Ibid.,  sec. 3T1». 

•LawaonS9T.  p.2(». 

•  Booth's  Monlaoa  Code,  sec  BT16. 
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RailrcMd  companios.' 

Luting,  vcUuation,  etc. — Railroad  oomptuues  are  reqairod  to  make  annual 
reports  of  their  property  and  ite  value  to  tne  State.  On  tne  bads  of  these  reports 
the  State  txiard  of  eonalization  assesses  all  propwty  of  operation  and  appoitions 
the  ralnation  thns  determined  among  the  coantiee,  where  the  tax  is  compnt«d 
and  collected. 

Local  taxation. — Real  and  personal  property  of  railroads,  not  in  the  right  of 
way,  Is  locaUy  assessed  and  taxed.    There  is  also  a  local  tax  on  the  valnea  appor- 
tioned by  the  State. 
Telegrapb  companies.' 

These  companies  are  taxed  lifae  railroads. 
Blaeplng  oar  oompanles.' 

These  companies  are  taxed  on  a  pro  rata  mileage  Taloation  of  their  cars. 
Expreaa,  BteBiiiboat,  and  other  tiansportatloii  companies.' 

All  such  companies  incorporated  in  the  State  pay  a  franchise  tax  upon  their 
capital  stock,  less  the  valne  of  real  and  personal  property  otherwise  taxed.  Dednc- 
tion  is  ^so  made  for  indebtedness,  except  for  corrent  expenses  and  improvements. 

NEVADA. 

CONSTtTUTIOHAL  PROVISIONB. 

State  Old.— The  State  shall  not  dnnate  or  loan  it*  money  or  credit  or  sabecribe 
to  stock  in  any  company  or  corporation.     (Art.  VIII,  sec.  9.} 

The  State  shall  never  assnme  the  debts  of  any  corporation.    (Art.  IX,  sec.  4.) 

Uniform  tax  on  property.— ThfiTe  shall  be  a  oniform  and  eqnal  rate  of  nooeoo 
ment  and  taxation  on  alt  property.     (Art.  X,  sec.  1.) 

Corporations. — All  corporate  propsrty  shall  be  subject  to  taxation  the  same  aa 
the  property  of  individuals.     (Art.  VIII,  sec.  2.) 

Local  aid. — No  local  division  shall  become  a  stockholder  in  or  lend  its  credit  in 
aid  of  any  company  or  corporation  except  railroad  companies.    (Art.  VIII,  sec.  10.) 

8TATDTE  PROVISIONS. 

Railroad  oompaniea.' 

Luting,  valuation,  etc.— Railroad  companies  make  annual  returns  of  property, 
which  is  assessed  by  the  State  board  of  assessment  and  equalization.  The  valaa- 
tion  determined  by  that  board  is  apportioned  among  the  counties  for  the  compu- 
tation and  collection  of  the  tax.  In  fixing  valnes,  statute  provision  requires  tnat 
the  railroad  property  shall  not  be  treat^  as  so  much  '  ■  land  covered  by  ri^t  of 
way  "nor  "as  so  much  iron,"  but  as  a  complete  operated  line  of  road.  BolUng 
stock  is  valued  and  apportioned  on  a  pro  rata  mileage  bads. 

Local  taxation. — All  railroad  property  is  locally  taxed. 
Common  oaiil*ra.> 


NEW  HAHFSHn^E. 


CONBTITtJTIONAL  PROVBIONS. 


Uniform  taxet.—The  general  court  shall  have  power  to  levy  proportional  and 
reasonable  assessments,  rates,  and  taxes  upon  all  persons  and  estates  within  its 
limits.     (Part2.  art.  6.) 


spiled  Um  of  NeTRd*  (lMl-lMn),aB(s.  IM-im 
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8TATCTE  PROVIBIOSS. 
Railroad  oompuiisB.' 

Exemption. — Railroade  are  exempted  from  taxation  for  a  period  of  t«ii  yeora 
after  their  conBtruction. 

State  taxation.— The  State  board  of  eqoalization  aaseBsea  all  railroad  property. 
The  various  comx>aiiiea  are  required  to  submit  aU  evidence  required  of  them  by 
the  board.  The  tax  is  levied  on  the  value  of  road,  rolling  stock,  and  equipment, 
and  la  in  lien  of  all  taxed  on  etocka. 

Local  taxation  and  local  dietribution. — Real  estate  not  in  the  rigbt  of  way  is 
locally  aseesaed  and  taxed.  The  proceeds  of  the  State  tax  on  railroadg  ia  disposed 
of  as  followrt: 

(1)  One-fonrth  of  the  tax  is  paid  to  the  towns  through  which  roads  run  accord- 
ing to  the  share  of  the  capita!  invested  in  each  town  for  buildings  and  right  of 

(§)  To  each  town  in  the  State  in  which  any  railroad  stock  is  owned,  such  pro 

Krtion  of  the  residue  of  the  tax  as  the  nauiber  of  shares  owned  in  such  town 
ara  to  the  total  number  of  shares,  of  capital  stock. 
(3)  The  remainder  is  retained  bv  the  State. 

In  order  to  carry  out  this  distribution  the  selectmen  annnaUy  make  invoice  of 
the  shares  of  railroad  stock  owned  by  the  inhabitants  of  their  respective  towns 
to  the  State  treasurer.  The  varioaa  railroad  companies  also  give  a  list  of  the 
same  to  the  selectmen. 

Telephone  and  tvlsgiaph  oompanioa' 
These  companies  are*  like  railroada,  taxed  on  their  lines  and  equipments. 

NEW  JEBSEY. 

COMBTITDTIOSAL  PROVISIONB. 

State  aid.— The  credit  of  the  State  shall  not  be  directly  or  indirectly  loaned  in 
any  case.     (Sec.  TI,  3.) 

8TATDTE  PROVISIONS. 
Railroad  companieB.* 
Listing,  valuation,  etc. — Railroad  companies  make  annnal  retame  of  property, 

stock,  and  indebtedness,  npon  the  basis  of  which,  in  addition  to  corporation  books, 
etc.,  the  State  board  of  osseasorB  set  a  valuation  npon  all  railroad  property  and 
franchises.  A  tax  of  one-half  of  1  per  cent  is  levied  on  this  valuation  for  State 
purposes. 

Local  taxation. — In  addition  to  the  State  tax,  the  State  collects  a  tax  at  the 
local  rate  upon  railroad  real  estate  in  each  tax  district,  the  proceeds  of  which  are 
apportioned  among  the  tax  districts  in  which  such  property  is  bituated.  Other 
local  railroad  property  not  nsed  for  purposes  of  operation  is  locally  assessed  and 

Telegraph,  talepbone,  expreas,  palaoe,  parlor,  and  Bleeping  car  companies.' 
All  such  companies  incorjwrated  In  the  State  pay  to  the  State  an  annual  license 

tax  for  their  corpor.ite  franchisee  of  3  per  cent  npon  their  gross  receipts  'from 

business  done  in  the  State. 

FoiBlgn  equipment  oompanlea," 
These  companiei^  are  assessed  on  their  rolling  stock  according  to  the  proportion 

of  the  year  their  cars  are  kept  in  the  State. 

NEW  MEXICO. 

STATUTE  PROVISIONS. 

Railroad  oompaniea. 

^tiempf ton. '—Railroads  are  exempted  from  taxation  for  a  period  of  six  years 
after  their  completion. 


p.  3330,3339. 
»Iblcl..p.  IBM. 
•complied  lAWi  ot  Now  Mexico  (1887),  sees.  3880,8881. 
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Toication.' — Railroad  property  ie  tiBaesaed  and  taxed  like  the  property  of  indi- 
vidnals. 
EacpresB  oompanies.' 

Theee  companies  are  taxed  by  the  Territory  at  the  rate  of  2  per  cent  on  their 
BOrpIos  of  gross  receipts  over  snmB  actnaUy  paid  oat  to  other  compaDies  for  trans- 
portation within  the  Territory.  One-half  of  the  sum  thos  paid  the  Territory  is 
oistribated  among  the  coa&tiee  in  proportion  to  the  business  doue  in  each  connty. 
The  tang^ible  property  of  express  companies  is  locally  aeseeaed  and  taxed. 
Palace  and  sleeping  car  companies.' 

These  companies  pay  the  Territory  a  tax  of  3J  per  cent  on  their  gross  earaii^ 
from  business  done  m  the  Territory.  One-half  or  the  proceeds  of  the  tax  is  dis- 
tribated  among  the  conntieB  in  the  same  maaneras  the  tax  on  express  companies. 
The  tangible  property  of  the  com.panieB  is  locally  assessed  and  taxed. 

NEW  YOBK. 

CONBTITUnoNAL  PROVISIONB. 

State  tran^iortation  interests.— The  legislature  shall  not  sell,  lease,  or  otberwiae 
dispose  of  the  Erie  Canal,  the  Oswego  Canal,  the  Champlain  Canal,  the  Cayuga 
aua  Seneca  Canal,  or  the  Black  Biver  Canal;  they  eball  remain  the  property  of 
the  State  forever.  This  shall  not  apply  to  the  Uain  and  Hambnrg  Street  Canal 
in  Builalo.    (Art.  Vn,  see.  8.1  - 

The  canals  may  be  improved  as  the  legislature  shall  pronde  by  law.  The  cost 
of  such  improvement  may  be  met  by  loan,  appropriation  from  the  State  treasury, 
or  an  equitable  annual  tax,     (Art.  Vll,  sec.  10.) 

Local  aid. — No  local  division  shall  loan  it«  money  or  credit  to,  become  the  owner 
of  stock  or  bonds  in,  or  incur  indebt^dnssa  for  any  individual,  association,  or 
corporation.     (Art.  Vm,  sec.  10.) 

STATUTE  PBOVISIOire. 

Tranaportation  and  tranaiiilssion  companies. 
Slate  taxation.' — All  transp(ni,ation  and  transmission  companiee,  in  common 


dend  declared,  provided  the  dividend  is  at  least  6  per  cent  on  the  par  value  of  tL, 
stock.  If  the  mvidend  is  under  6  per  cent,  or  if  none  has  been  declared,  the  tax 
rata  is  II  mills  on  each  |!  of  the  actual  value  of  the  capital  stock. 

Every  transportation  and  tranamission  company,  in  addition  to  the  above  tax, 
must  pay  a  tax  ' '  upon  its  corporate  franchise  or  business  in  this  State  "  of  one- 
half  of  1  per  coat  apoa  ite  gross  earuings  from  business  done  in  the  State. 

Provision  is  made  for  the  examination  of  corporation  books,  records,  witaeaaes, 
etc.,  by  the  State  controller. 

Local  taxation.' — All  companies  are  locally  assessed  and  taxed  on  their  propert]r. 

NOBTH  CAROLINA. 

OONSTITUTIOHAL  PRO  VISIONS. 

State  aid.— The  State  shall  not  lend  its  credit  in  aid  of  any  person,  association, 
or  corporation  bat  by  vote  of  the  people,  except  to  aid  in  completinK  such  rail- 
roads as  may  be  unfliiiahed  at  the  time  of  the  adoption  of  this  constitntion.  (Art. 
V,  sec.  4.) 

Uniform  tax  on  property— FranehiM  and  income  (oarcs.— Taxation  shall  be  by 
anlform  rule  on  all  property.  The  general  assembly  may  also  lay  taxes  on  fran- 
chisee and  income,  provided  the  property  from  which  income  is  derived  is  not 
taxed.    (Art.  V,  sec.  8,) 

'CODIpUed  LawsdINch  Mi^xlro  IIRC;).  nee,  4CQS. 
•  Ibid,,  i<i™.3«6-aStt7. 

•OenenlL«iTa^Cbai>.'XXIV,i<ecs. 
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STATUTE  FROTIBIOHB. 

Railroad  compuil«a.' 

Luting,  valvation.  He. — Railroad  comjianiea  ftnnnally  report  their  property  of 
operation  to  the  State  corporation  commiiSsioD.  The  canmuHeion  determuies  the 
value  of  thia  property  as  if  it  -were  the  property  of  iudividaals.  RollinK  stock  is 
valued  on  a  pro  rata  mileage  basis.  The  final  valuation  is  apportioned  amoiw 
the  coontieH  for  the  computation  of  the  tax.  The  tax  for  State  purposes  is  paid 
directly  into  the  State  treasury.  The  conuniasion  is  empowered  to  examine 
books,  papers,  ete.,  in  determining  valuations. 

Local  (oJ^Kon.— Railroad  property  other  than  that  of  operation  is  locally  assessed 
and  taxed.    There  is  also  a  locu  tax  on  the  values  apportioned  by  the  State. 
Telegrapb,  telephone,  express  BleepinCrosi,  ftelBht-oar,  canal,  and  ateMnboat 


These  companies  are  assessed  and  taxed  like  railroads. 

Telegraph,  telephone,  and  express  companies  pay  t^ao  a  tax  of  3  per  cent  on 
their  gross  receipts  from  business  done  in  the  State.' 

NORTH  DAKOTA. 

CONSTITDTIONAL  PROVISIONS. 

State  aid.— The  State  shall  not  loan  its  credit,  make  donation,  or  take  stock  in 
aid  of  any  individual,  association,  or  corporation,     (Sec.  18S.) 

Uniform  tax  on  property, — All  property  shall  be  taxed  by  a  uniform  role 
according  to  its  true  money  value,     {Sec.  176.) 

Railroads. — The  franchises,  roadway,  roadbed,  rails,  and  rolling  stock  of  rail-   ' 
roads  shall  be  assessed  by  the  State  board  of  equalization  at  its  actual  value,  and 
such  aasessed  valuations  shall  be  apportioned  among  the  local  taxing  districts  on 
a  pro-rata  mileage  basis.     (Sec.  ITS,) 

The  legislature  may  provide  for  the  payment  of  a  percentage  of  railway  gross 
earnings  in  lieu  of  the  above  taxes  on  property,  except  the  loci  taxes  on  property 
not  in  the  right  of  way.     (Sec.  178.) 

Reports  by  railroad  componie*. — Railroads  shall  make  annual  reports  to  the 
State  as  prescribed  by  law.     (Sec,  140,) 

Local  aid. — No  local  division  shall  loan  its  credit,  make  donation,  or  take  stock 
in  aid  of  any  individual,  association,  or  corporation.     (Sec.  185.) 

STATUTE  PROVISIONS. 

Railroad  companlea.' 

Liiting,  valuation,  etc. — Railroad  companies  make  annual  returns  of  their 
property  to  the  State  board  of  equalization.  On  the  basis  of  these  returns  fran- 
chise, roadbed,  roadway,  rails,  and  rolling  stock  used  in  the  Stete  are  assessed  at 
their  actual  value.  Corporation  books  and  papers,  as  well  as  witnesses,  may  be 
sammoned  to  assist  in  determining  valuations.  The  valuations  are  apportioned 
among  the  counties  for  the  computation  and  collection  of  the  tax. 

Local  foxafiwi.— Property  other  than  that  of  operation  is  locally  assessed  and 
taxed.    There  is  also  a  tax  on  the  values  apportioned  by  the  State. 
TalBgtaph  and  telephone  oompanlaa.' 

These  companies  are  locally  taxed  on  their  property. 
EzproBB  companiea.' 

These  companies  pay  an  annual  license  tax, as  follows: 

85  per  station  in  places  of  300  inhalritants  or  less. 

$  1 0  per  station  in  places  of  from  200  to  1 .000  inhabitants. 

$25  per  station  in  places  of  from  1,000  to  8,000  inhabitants. 

850  per  station  in  places  of  more  than  8,000  inhabitants. 

These  companies  are  also  locally  assessed  and  taxed  on  their  personal  property. 

1  lAwe  uf  1839,  Fbap.  IG,  and  Idwti  of  IMO,  p,  64, 

•  Lawn  ol  1899, p.GJ; 

•Revised  Code  of  North  DakoU  (1S9&),  kch,  1331-13SS. 

'Lava  of  1899,  p.  259. 

*R«Vlwd  Code  ol  Nortli  DakoU  (ISH)  Kca.  I7U-1T4B;  al«>  lam  ol  ISn,  p.  2N. 
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Bleeping  car  compaciea.' 

These  compHnies  pay  an  aminal  license  tax  of  $100  pet  cat,  the  aggregate  som 
paid  by  any  one  company  not  to  exceed  $5,000. 


CONSTITUTIONAL  PROVIBIOEJS. 

State  aid.— The  State  shall  never  contract  any  debt  for  pnrpoees  of  internal 
improvement.     (Art.  XII,  sec.  S.) 

The  State  eball  never  lend  its  credit  to  nor  subscribe  to  stock  in  any  association 
or  corporation.     (Art.  VIII,  sec.  4.) 

The  State  sball  not  assume  the  debts  of  any  corporation.     (Art.  VIII,  sec.  5.) 

Uniform  tax  on  pivperly. — All  property  snail  be  taxed  according  to  a  nniform 
rnle  at  its  tme  cash  valne.     (Art.  XTI,  sec.  2.) 

Corporatione. — Corporate  property  shall  forever  be  taxed  Ilka  the  property  of 
individnals.     (Art.  XlII,  Bec.4.J 

Local  aid. — The  general  assembly  shall  never  anthorize  any  local  division  to 
raise  money  or  loan  its  credit  in  aid  of  any  association  or  corporation,  or  become 
a  stockholder  therein.     (Art.  VIU,  sec.  6.) 

STATUTE  PBOVISI0N8. 

Railroad  oompanlea.' 

lAstina,  eaiualion,  e(c.— The  auditors  of  the  various  counties  are  constituted  a 
board  of  appraisers  for  raUroads.  The  various  companies  make  annual  returns 
of  property  and  npon  request  are  required  to  submit  Imoks,  records,  etc. 

Upon  the  basis  of  this  information  all  property  of  operation,  moneys,  an^  credits 
are  assessed  apon  a  pro-rata  mileage  basis.  The  valuation  thus  determined  is 
apportioned  among  the  counties  for  the  computation  and  collection  of  the  tax, 

Ececiee  taa^.^Rauroads  are  required  to  pay  the  State  an  annnal  excise  tax  of 
one-half  of  iper  cent  engross  earnings  from  business  done  in  the  State,  including 
a  mileage  proportion  of  interstate  receipts. 

Loati  (aa:a( ion.— Real  eetate  not  in  the  right  of  way  is  locally  assessed  and 

There  is  also  a  local  tax  on  the  values  apportioned  by  the  State. 
Telegraph,  telephone,  and  expresa  oompanlea.' 

The  property  of  these  companies  is  valued  by  the  Stat«  board  of  appraisers  and 
assessors.  In  determining  this  valuation  capital  stock  and  earning  capacity  are 
duly  considered.  The  value  of  real  estate  locally  assessed  and  tax^  is  deducted, 
and  the  remaining  valnation  is  prorated  on  a  mileage  basis  amoi^  the  oountiee 
for  the  computation  and  collection  of  the  tax. 

Telegraph  and  telephone  companies  are  required  to  pay  the  same  ' '  excdae  tax  " 
as  railroad  companies.* 

Express  companies  are  required  to  pay  an  excise  tax  of  2  per  cent  on  gross 
receipts  from  huainess  done  in  the  State. 
Freight  line  and  equipment,  and  sleeping  oar  oompanlei.' 

These  companies  are  required  to  pay  an  annual  tax  to  the  State  npon  the  actual 
value  of  their  capital  stoct,  representing  capital  and  property  owned  and  wied  in 
the  State.  This  value  is  determined  on  a  pro-rata  mileage  basis  and  deducti<»i  is 
made  for  real  estate  locally  assessed  and  taxed. 

OKLAHOMA. 

STATUTE  PHOVIBI0K8, 

Railroad  companiea.' 

Listing,  valuation,  etc— Railroad  companies  are  required  to  make  annual 
reports  to  the  Territory.  All  property  of  operation,  moneys,  and  credits  are 
assessed  at  their  actual  cash  value  by  the  board  of  railroad  assessors,  who  are 
empowered  also  to  examine  corporation  books  and  records,  and  to  summon  wit- 

1  ReviMd  Code  ofKorlh  Dakota  (lS96l,sepMV51-17M. 
'BaIi»'K  AnnoUUHl  Ohio  XlaliiMB  (l^),twcH.2TTt>-27T7et  uq. 
•Ibi<l.,seCT.27»)-2?(il  etucq. 


:  also  Lavs  ol  ISM,  p,mi. 


.vCoogIc 


neesee,  otc.  The  v&loation  determined  apon  its  apportioiied  (unonK  ttie  coonties 
for  tbe  compatatioti  and  collection  of  the  tax.  Cars  used  by  a  ruiroad  bat  not 
owned  by  it  are  listed  twainat  the  company  to  which  they  b^ong. 

Local  taaMtion. — Real  estate  not  in  the  right  of  way  is  locally  assessed  and 
taxed.    There  is  also  a  local  tax  on  the  values  apportioned  by  the  State. 
Telegiaph  and  telephone  oompanios.' 

These  companies  are  locally  assessed  on  their  property,  retnms  of  which  they 
are  required,  to  make  to  both  the  auditor  of  the  Territory  and  to  the  county  clerks. 


COHSTITUTIONAI. 

State  aid. — The  State  shall  not  snbBcribe  to  stock  in  any  company  or  COTpOTa- 
tion.     (Art.  IX,  sec.  6.) 

Uniform  tax  on  property. — There  shall  be  a  uniform  rate  of  assessment  and 
taxation.    All  property  shall  be  taxed  at  its  just  valne.    (Art.  IX,  sec.  7.) 

'Local  aid. — No  local  district  shall  become  a  stockholder  in  any  corporation  or 
company,  or  raise  monev  for  or  loan  its  credit  in  aid  of  any  indiTidnal,  associa- 
tion, or  corporation.     (Art.  XI,  sec,  9.) 

STATOTB  PROVTSIONB. 

nmusportaUoD  companies.' 

Transportation  companies  generally  are  assessed  and  taxed  on  their  property  in 
the  same  manner  oa  indiyidnals. 

Railroad  rolling  stock,  inclading  all  cars  hired  or  leased,  is  annually  reported 
by  the  managing  officers  of  railroads  at  their  places  of  bndneas,  and  is  appor- 
tioned among  the  counties  on  a  pro-rata  milewe  basis.  Rolling  stock  engaged  in 
interstate  baelness  is  assessed  on  a  pro-rata  mQeaga  portion. 

PENNSYLVANIA. 

coNSTrrcnoNAij  protisionb. 

Releatefrom  taxation. — The  power  of  the  State  to  tax  corporations  and  corpo- 
rate property  shall  not  be  surrendered  or  suspended.    (Art.  tX,  sec.  8.) 

State  aid. — The  credit  of  the  Commonwealth  shaU  not  be  pledged  or  loaned  to 
any  indiviilaal  or  company,  nor  shall  the  Commonwealth  become  a  stockholder 
in  any  company.    (Art.  lA,  sec.  6.) 

No  obligation  of  any  railroad  or  other  corporation,  held  by  the  Commonwealth, 
shall  be  postponed  or  diminished  in  any  way.     (Art.  m,  sec.  34.) 

Uniform,  taxaHon.—AM  texes  shall  be  uniform  on  the  same  class  of  snbjecte 
fmd  shall  be  levied  and  collected  under  general  laws.     (Art.  IX,  sec.  1.) 

Reports,  etc.,ofiran«portationcompa7t,ie». — In  addition  to  the  annual  reports 
required  of  transportation  companies,  the  secretary  of  internal  aSaiTB  may  require 
special  reports.     (Art.XVII,  sec.  11.) 

Local  Old.— No  local  district  shall  become  a  stockholder  in  any  company  nor 
loan  ite  credit  to,  nor  appropriate  money  for,  any  company  or  individnal.  (Art. 
IX,  sec.  T.) 

STATCTK  PBOVIBI0N8. 

All  transportation  and  transmisalanoompanles. 

State  taxation.— &}\  corporations  in  the  State  are  reqtilred  to  make  annual 
reports  to  the  State.  They  are  taxed  at  the  rate  of  one-half  of  1  per  cent  on  the 
actual  value  of  their  capital  stock.  This,  according  to  judicial  interpretation,  is 
a  tax  on  property,  francnise,  assets,  and  earning  capacity.  Companies  doing  an 
interstete  business  are  taxed  only  on  a  mileage  proportion  of  their  capital  stcKsk.' 

These  companies  also  pay  a  tax  of  two-fifths  of  1  per  cent  on  the  value  of  bonds' 
issued  by  them  and  held  by  residents  of  the  Stete.  The  tax  is  paid  out  of  the 
interest  on  the  bonds,  so  that  when  no  interest  is  paid  no  tax  is  paid.* 

>8Utul«D[OkUboii»  [1S93],  P.1MS. 
•HUl'a  Annotated  Lnwa  of  Oregon  (isa 
>  Fomphlct  lawn  o(  1I49] ,  p.  22»,  *nd  ol  18 
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These  compsniOB  also  pay  a  tax  of  f ooT'fifthe  of  1  per  cent  od  groee  receipts  from 
bosmeee  done  wholly  In  the  State.' 

Express  eompaniet  are  subject  in  addition  to  an  Bnnnal  excise  tax  on  groes 
earmnge  from  imsiiieBc  done  in  the  Stat«,inclndinganiileageproportion  of  inter- 
state receipts.  The  rata  is  1  per  cent  when  receipts  are  $100  per  mile  or  nnder, 
3  per  c«nt  when  receipts  are  between  $100  and  |150  per  mile,  then  1  per  cent 
additional  for  each  $50  additional  receipte  per  milo  until  the  rate  reaches  the 
maximnm  of  5  per  cent.* 

Local  taxation, — Tranaportation  property  not  neceeeary  for  operating  purposes 
is  loc^y  assessed  and  taxed. 

The  Neu>  Yorlc,  Lake  Erie  and  Western  RaUroad  Company,  in  addition  to  the 
regidar  taxes,  annnally  pays  the  State  $10,000  for  the  pnvilege  of  maintaining  a 
pOTtion  of  its  rood  through  Pike  and  Snsqnehanna  conntiee.' 

BHODE  ISLAim. 

CONHTITUTIOHAL  PROTIBIONS. 

State  aid.— The  credit  of  the  State  shall  not  be  pledged  in  aid  of  any  individnal, 
association,  cr  corporation.    (Art.  IV,  sec.  18.) 

A  two-thirds  vote  of  both  honses  shall  be  necessary  to  every  bill  appropriating 
pnblic  money  or  property  for  private  pmroses.     (Art.  IV,  sec.  14.) 

Taxation.— TYta  general  assembly  snail  provide  for  the  assessment  of  taxes  aa 
it  may  think  best. 

ST^TDTE  PROVISIONS. 

Railroad  oompanlei. 

Railroad  companies  are  taxed  on  their  property  in  the  same  maimer  as  individ- 
nals.  No  express  provision  is  made  for  railroad  taxation  in  the  law  of  the  State. 
Telegraph,  telophone,  and  expreHs  oompaniea.* 

These  companies  are  required  to  make  annnal  retnma  of  their  gross  receipts 
from  business  done  In  the  State.  A  tax  of  1  per  cent  is  levied  on  uieee  receipts, 
to  be  paid  into  the  State  treasnry  in  lien  of  all  other  taxes  on  property  of  operation. 

SOUTH  CAROLINA. 

G0N8TITUTI0MAL  P 


ment  and  taxation.    All  property  shall  be  taxed  at  its  just  valae.    (Art.  IZ,  sec.  1.) 
OorporatioM.— The  property  of  corporations  shall  be  snbiect  to  taxation.    (Art. 
Xn,  sec.  1.) 

8TATPTK  PROVISIONS. 
Railroad  oompanlea.' 

Listing,  valuation,  efe.^Railroad  companies  are  required  annnally  to  list  with 
the  controller-generial  of  the  Stat«  their  entire  property  of  operation,  moneys, 
credits,  etc.  Annnal  reports  are  made  also  to  the  county  anditors  of  nmnnrfir 
within  the  various  counties.    The  controller-general  is  empowered  to 


among  the  coimtiee  for  the  compatation  and  collection  of  the  tax. 

Locai  tturafton.— Railroad  real  estate  not  in  the  right  of  way  is  locally 

and  taxed.    There  is  also  a  local  tax  on  the  valnea  apportioned  by  the  State. 
Tvlegraph,  telophone,  palaoe-car,  expreas,  and  foat-frelght  oompanien.* 

These  companies  are  taxed  on  a  property  valaation  determined  by  the  State 
board  of  asaesBors  in  much  the  same  manner  as  railroads. 


SOUTH  DAKOTA. 

CONBTITOTIONAL  PEOVI8IOKS. 

Release  fivm  taxation,— The  power  to  tax  corporations  and  corporate  property 
shall  never  be  snrrendered  or  snepended.     (Art.  XI,  sec.  8.) 

i|'>mphletUiTao(IB89.p.420.  •Oenerol  lAnxor  Rhode  leland  (18W),  pp.  13S-1M. 
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State  aid. — The  State  shall  not  make  donatioD  to,  loan  its  credit  to,  or  aeanme 
the  liability  of  any  IndiTidnal.  aesociation.  or  cori>oration,  or  subscribe  to  stock  In 
any  association  or  corporation.     (Art.  XIII,  see.  1.) 

Uniform  tax  on  property— Corporations.— Al\  t&xee  shall  be  nnifonn  on  all  prop- 
erty. Corporate  properVr  eholl  be  assessed  and  taxed  as  near  as  may  be  like  inm- 
vidnal  property.     (Art.  XI,  sec.  2.) 

Railroad  reports. — Railroad  companies  shall  make  annnal  report*  to  the  State 
as  by  law  prescribed.    (Art.  XVn,-Bec.  13.^ 

Local  aid. — No  local  dlvigion  shall  make  any  donation  to,  lowi  its  credit  to,  or 
asanme  the  liability  of  any  individnal,  association,  or  corporation,  nor  subscribe 
to  stock  in  any  association  or  corporatiou.     (Art.  XIII,  sec.  1.) 

8TATDTK  PROVI8ION8. 

Railroad  oompanlei. 

Listijig,  valuation,  etc.— Railroad  companies  make  annual  reports  to  the  State 
board  of  assessment  and  equalization  of  their  earnings  and  property  of  operation. 
On  the  basis  of  these  returns  a  valuation  is  reachM,  taking  into'  consideration 
gross  and  net  earnings,  and  is  apportioned  among  the  connties  for  the  computa- 
tion and  collection  or  the  tax. 

Local  taxation. — All  railroad  property  other  than  that  of  operation  ia  locally 
assessed  and  taxed.  Thereisalso  a  local  tax  on  the  values  apportioned  by  the  State. 
Telegraph  and  telephone  oompan 

These  companies  make  annual  returns  to  the  State  board  of  assessment  and 
©qnaJization,  and  are  taxed  on  their  property  as  valued  by  that  board.    The  tax 
is  paid  directly  into  the  State  treasury.    Eacn  county  is  snbseqnently  allotted  its 
share  of  the  proceeds  of  the  tax. 
EzpresB  and  sleeping-car  companle 

These  companies  make  annnal  returns  to  the  State  auditor.  They  are  aasoaaod 
on  their  property  by  the  State  board  of  equalization  and  assessment.  The  gross 
earnings  for  the  year  are  taken  into  account  in  determining  the  valuation.    The 


CONSTITUTIONAL  PROVISIONS. 

Internal  improvement.— A  well-regulated  system  of  internal  improvement  ought 
to  be  enconraged  by  the  General  Assembly.    (Art.  XI,  sec.  10.) 

State  aid. ^rhe  credit  of  the  State  shall  not  be  loaned  in  aid  of  any  individual, 
association,  or  corporation,  nor  shall  the  State  become  a  stockholder  in  any  asso- 
ciation or  corporation.     (Art.  n,  sec.  81.) 

No  State  bonds  shall  be  issued  to  any  railroad  company  ivbich,  at  the  time  of 
ite  amilicatiaii  for  sach,  shall  be  in  default  of  interest  on  past  issues  to  it,  or  which 
has  oisposed  of  any  past  issues  to  it  for  less  than  par.    (Art.  II,  sec.  88.) 

Uniform  tax  on  property. — All  property  shall  be  taxed  uniformly  according  to 
its  value,  as  the  legislature  shall  direct.     (Art.  II,  see.  28. ) 

Local  aid.—TSo  local  division  shall  loan  its  credit  to  any  individual,  association, 
or  corporation,  nor  take  stock  in  any  association  or  corporation,  except  by  three- 
fourths  vote  of  the  people,     (Art.  II,  sec.  2S.) 

STATUTE  PROVISIONS. 

Railroad  oompanlei.* 

Listing,  valuation,  eta. — Railroad  companies  file  annual  schedules  of  property, 
stock,  indebtedness,  and  earnings  with  the  State  railroad  commission,  oy  whom 
a  valuation  is  set  upon  railroad  property,  with  due  regard  for  franchises,  stock, 
bonds,  and  earning.  The  valnation  thus  determined  is  examined  by  the  State 
board  of  equalization  and  certified  to  the  State  controller.  The  taxes  are  paid 
into  the  State  treasury. 

In  reaching  a  valuation  the  railroad  commission  has  power  to  examine  corpo- 
ration books  and  papers.  Railroad  property  having  actual  situs  is  known  as 
localizedproperty,  and  that  having  no  actual  situs  is  known  as  distributable  prop- 
erty and  is  valued  on  a  pro  rata  mileage  basis. 
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RaUroad  companies  not  pajpng  ike  State  ad  valorem  tax  pay  an  ansnal  tax  as 
follows:  GompameB  controlling  or  operating  400  miles  or  more  of  road  pay  $10,000 
for  bnMnees  done  in  the  State;  from  100  ta  400  milea,  $5,000;  from  35  to  100  miles, 
11,000;  lees  than  25  milea,  $100.' 

Local  taxation. — Railroad  real  eetato  and  personalty  (having  actnal  Bitos)  are 
locally  assessed  and  taxed. 

Each  coonty  through  which  a  railroad  runs  its  lines  may  levy  a  tax  of  $500 
against  soch  company,  and  each  incorporated  town  a  tax  of  $26.' 

Railroad  terminal  companies,  in'  connties  of  90,000  inhabitants  or  over,  pay  a 
tax  of  $500;  in  coanties  or  TO.OOO  to  90,000  inhabitants,  $400,  and  in  conntiea  of 
00,000  to  70,000,  $300.' 
Talegraph  and  telephone  oompanlea.' 

These  companies  are  assessed  and  taxed  on  their  property  like  railroads. 

Telegraph  companies  pay  also  an  annual  priTilege  tax  to  the  State,  in  liett  of 
all  other  State  taxes  bat  the  ad  valorem  tax,  as  follows:  Companies  sending  mes- 
sages between  points  in  the  State,  and  operating  1,000  miles  or  more  of  line  within 
the  State,  pay  a  tax  of  $^,000;  from  300  to  1,000  miles,  $1,000;  from  100  to  300 
miles,  $800;  from  25  to  100  miles,  $25.' 

Telephone  companies  annually  pay  to  the  State  a  priTilege  tax  for  baBinesa  done 
wholly  in  the  State,  in  lien  of  all  other  State  taxes  bat  the  ad  valorem  tax,  vary- 
ing according  to  the  popnlatioa  of  the  city  or  town  in  which  it  does  bosinees  from 
SO  to  75  cents  per  Instrument  in  use.' 
Bxpress  and  slesplng-car  oompaniea.' 

Express  companies  pay  an  annual  privilege  tm  to  the  State,  in  lieu  of  all  other 
State  taxes  but  the  ad  valorem  tax,  as  follows:  Companies  operating  over  lines 
100  miles  or  under  in  length,  $900  tor  business  done  wholly  within  the  State; 
over  100  miles,  $2,000. 

Sleeping-car  companies  are  required  to  pay  the  State  an  annual  privilege  tax 
of  $2,dO0  m  lieu  of  all  State  taxes  bat  the  ad  valorem  tax. 

TEXAS. 

CONSTITUTIONAL  PROTIBIOHB. 

Beleate  fn>m  taxation. — The  power  to  tax  corporations  and  corporate  property 
shall  never  be  surrendered  or  suspended.     (Art,  VlII,eec.4.) 

State  aid.— The  credit  of  the  State  shall  never  be  loaned  in  aid  of  any  individual, 
association,  or  corporation:    (Art.  Ill,  sec. 50.) 

The  State  shall  make  no  grant  of  money  to  any  individual,  association,  or  cor- 
poration.   (Art.  Ill,  sec.  Gl.) 

The  legislature  shall  not  release  the  liability  of  any  railroad  to  the  State.  (Art. 
in,  sec.  54.) 

The  legislature  shall  not  release,  postpone ,  or  diminish  any  liability  to  the  State. 
(Art.Iir;Bec.55.) 

Uniform  taxation — Property,  Hcerue,  income,  and  occupation  taiea. — Taxation 
shall  be  equal  and  uniform.  All  property  ia  the  State  shall  be  taxed.  The  legis- 
latnremay  also  impose  license  and  income  taxes.    (Art.  VIII,  sec.  1.) 

All  oconpation  taxes  shall  be  aniform  upon  the  same  class  of  subjects  within 
the  same  iariadiction.    (Art.  VIII,  sec.  3.) 

RaUroada.—AW  railroad  property  shall  be  assessed  in  the  several  counties. 
Rolling  stock  mav  be  assessed  in  gross  in  the  county  where  a  company's  principal 
office  is  located,  the  resulting  tax  to  be  apportioned  by  the  contndler  among  Ute 
counties  on  a  pro  rata  mileage  basis.    (Art.  VIII,  sec.  8.) 

Local  aid.— The  legislature  shall  not  authorise  any  local  division  to  lend  its 
creditor  grant  money  to  any  individual,  association,  or  corporatitm,  nor  to  become 
a  stockholder  in  any  association  or  corpoi "  ■"' "        ' '   '  ''" 

Munidmt  taxes. — All  railroad  propeil 
municipal  taxation.    (Art.  VIII,  sec.  6.) 

STATUTE  PROVI9I0NB. 

Railroad  oompanlos. 

Ad  txUorem  tax,  * — Railroad  companies  pay  ad  valorem  taxes  on  their  branohiaes 
and  on  all  property  owned  by  them  in  the  State,  each  county  through  which  a 
road  rnns  assessing  and  collecting  the  State  and  county  taxes  on  the  ntonber  of 


I  LawE  of  IWT,  pp.  T4-n.  •  Bevlsed  Slatuua  ol  Teua  (MW),  pp.  UnF-UBE.,   ,1   . 

■Ibtd..  cbap,  t.  . .  I    K!  imTlOK 


TAXATION    OP   TRAH8POKTATI0N   COMPANIES.  1075 

miles  of  line  and  BuperBtructnre  within  itH  limite.  The  total  value  of  rolling 
Btock  owned  and  DEed  in  the  State  by  each  company  is  listed  with  the  asseaaor  of 
the  county  in  which  ita  principal  office  is  located.  The  total  rendition  ie  for- 
warded to  the  Stat«  controller,  who  apportions  the  value  among  the  conntles  on 
a  pro  rata  mUeaKe  basis.  This  valuation  Ib  then  added  to  the  valuation  of  the 
other  property  of  the  road  and  is  the  basis  for  State  and  local  taxes. 

Occupation  tax.' — Railroad  companies  also  pay  to  the  State  an  occupation  tax 
of  1  per  cent  on  groea  receipts  from  passenger  travel.    This  tax  is  paid  quarterly  to 
the  controller  on  a  sworn  statement  by  aathorized  officera  of  the  varions  com- 
panies.   Steamboat  and  stage  companies  pay  the  same  tax. 
TelegTaph  and  telephtjne  oompanie*. 

Telegraph  companies  pay  a  tax  of  1  cent  on  every  fnll-rate  mesaage  sent  between 
points  m  the  State  and  a  tax  of  one-half  cent  on  other  than  fall-rate  messages,  in 
addition  to  the  usual  local  property  taxes.' 

Telephone  companies  annually  pay  the  Stat«  a  tax  of  23  cents  per  telephone  in 
use  in  the  State.' 
Bleeplng-oor  Euid  ezprCBS  oompanleB. 

Sleeping-car  companies  pa}[  a  State  tax  of  one-fonrth  of  1  per  cent  on  the  value 
of  their  capital  stock  in  use  in  the  State.  The  valuation  is  determined  on  a  pro 
rata  mileage  basla,  and  the  value  of  all  property  other  than  rolling  stock  is 
deducted.*  There  is  also  a  State  tax  of  31  per  cent  on  gross  receipts  from  pas- 
senger traffic  in  the  Stat«.' 

Express  companies  pay  a  State  tax  of  1^  per  cent  on  gross  receipts  from  traffic 
in  the  State.' 

All  sleeping-car  and  express  companies  are  subject  to  the  oeoal  local  property 

UTAH. 

CONSTITUTIONAL  PROVISIOKS. 

State  aid. — The  State  shall  neither  loan  its  credit  to  nor  subscribe  to  stock  or 
bonds  in  any  railroad,  telegraph,  or  other  private  enterprise.     (Art.  VI,  sec.  81.) 

The  legislature  shall  not  release  anv  individual  or  corporation  from  its  liability 
to  the  State  or  to  any  local  division  thereof,     (Art,  VI,  sec.  37.) 

Uniform  tax  on  property. — There  shall  be  a  uniform  and  equal  rate  of  assese- 
" t  and  taxation  on  all  propertyin  the  State.     Evetyperson  and  corporation 


shall  be  taxed  in  proportion  to  value  of  property.     (Art.  XIIl,  b< 
All  persons  and  corporations  doing  business  in  the  State  shall ' 
atiun  for  State  and  local  pnrpoees  on  all  their  property.     (Art.  ^V,  eec.  10.) 


Rotting  stock  shall  be  considered  and  taxed  as  personalty.     (Art.  Xn,  sec.  14.) 
Income,  licente,  and  franchise  taxes. — The  legismture  may  levy  a  stamp  tax,  and 

taxes  based  on  income,  occupation,  licenses,  franchises,  or  mortgages.    (Art.  XIV, 

sec.  12.) 
Local  aid. — The  legislature  shall  not  authorize  any  local  division  to  loan  its 

credit  or  subscribe  to  stock  or  bonds  in  any  railroad,  telegraph,  or  o^her  private 

enterprise.     (Art.  TI,  sec.  81.) 


STATUTE   P 

Railroad  oompanlaa.' 

Listing,  valuation,  etc. — The  officials  of  railroads  operating  in  more  than  one 
county  are  required  to  make  annual  reports  to  the  State,  setting  forth  all  their 
property  and  its  value.  On  the  basis  of  these  reports  the  various  companies 
are  assessed  b^  the  State  board  of  equalization  on  tnelr  property  and  franchises. 
Rolling  stock  is  valued  on  a  pro  rata  mileage  basis.  The  total  valuation  is  appor- 
tioned among  the  counties  for  the  compntetion  and  collection  of  the  tax. 

Local  taxation. — Railroad  lands  not  employed  for  operating  purposes  are  locally 
aasessed  and  taxed.    There  is  also  a  local  tax  on  the  values  apportioned  by  the 
State. 
Tslegjaph,  t«lephona,  oar,  and  dapot  aompaaias." 

These  companies  are  taxed  like  railroads. 


'RevlBCd  Slatat«s  ul  Texas  11896),  p.lOiy.  ■  Iawb ol  ISOT, p. 

>  Ibid.,  pp.  1019.,  1031.  •  Laws  ol  ie9&,  cl 

■Ibid., p.  1075.  *LAw*ollgBt,p 

•  Ibid.,  p.  lore.  •  Ibid.,  pp.  UB-i 
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VERMONT. 

t'ONSTlTUTIONAL   HBOVISIONS.    \ 


Railroad  oompaiiieB.'  ^ 

Listing,  valuation,  etc.^Railroad  companies  are  retioired  to  make  fall  retnniB, 
not  more  frequently  than  biennially,  to  the  commiaaioner  ot  State  iazee,  who 
approiseH  the  valae  of  the  railroad  property,  inclnding  the  corporate  franchiae.  In 
tne  case  of  interstate  roads,  the  valoation  is  determined  on  a  pro  rata  mileage 
baais.    The  rate  of  the  tax  is  seven-tenths  of  1  per  cent. 

AUentative  gross  earnings  tax. — Railroad  companies  may  pay  in  Uen  of  the  tax 
on  property  and  franchise  a  tax  of  2^  p«r  cent  on  groBS  eaminga  from  bmnseea 
done  in  the  State,  including  a  pro  rata  mileage  portion  of  interstate  eondngB. 
TfllogTBph  nnd  t«leplion«  oompanieo.' 

Telegraph  companies  are  taxed  on  the  valne  of  property  and  tnutcfaiBe  as  fol- 
lows: 60  cents  per  mile  of  poles  and  the  first  line  of  wire;  40  cents  per  mile  on 
each  additional  wire. 

In  lien  of  this  tax,  talegraph  companies  may  pay  a  tax  of  8  per  oant  on  their 
gross  earnings  from  business  done  in  the  State. 

Telephone  companies  pay  a  tax  of  3  per  cent  on  their  gioes  eamlngH  from  bosi- 
nesa  done  in  the  9tat«. 
Bzpresa  and  ■leeping-OEU-oompaniaa.' 

Elxpress  companies  pay  a  tax  of  4  per  cent  on  their  gross  earnings  from  bneinees 
done  in  the  State. 

Sleepine-car  companies  pay  a  tax  of  5  per  cent  on  their  gross  earnings  from 
bninness  Soae  in  the  State. 
Steamboat,  cai,  and  traiupoitation  oompanleB.' 

All  snch  companies  incorporated  nnder  the  laws  of  the  State  pay  a  tax  of  seven- 
tenths  of  1  per  cent  on  an  appraised  valoation  of  their  propraty  and  corporate 
franchises,  or  in  lien  thereof  a  tax  of  H  per  cent  on  their  entiro  groes  earnings. 


All  corporations  doing  bneiness  in  the  State  and  all  incorporated  in  the  State 

Ey  an  annnal  State  license  tax  of  $10  if  their  respective  capitals  are  $50,000  or 
IS,  and  of  $9  for  each  additional  $50,000  of  capital,  the  total  tax  not  to  exceed  $50. 
Iiooal  taxation.' 

The  real  and  personal  estate  of  all  tnuurportation  companies  not  need  for 
operating  purposes  is  appraised  by  the  listers  of  the  towns  like  the  property  of 
individnale. 
Po^rara  of  oommisatonar  of  State  taxea.' 

This  ofScer  is  empowered  by  law  to  summon  witnesses,  and  to  examine  corpo- 
ration books,  papers,  etc,  to  assiat  in  reaching  correct  valuations  for  pnrpoeee  of 
taxation. 

VIBGINIA.. 

OONBTITnTIONAL  PHOTI8I0NS. 

Internal  improvement. — The  State  shall  not  engage  in  nor  be  a  party  to  worla 
of  internal  improvement  otherwise  than  in  the  expenditure  of  grants  to  the  State 
of  lan.d  and  other  property.     (Art.  X,  sec.  15.) 

State  aid. — The  credit  of  the  State  shall  not  be  granted  in  aid  of  any  person, 
association,  or  corporation.     (Art.  X,  sec.  12.) 

The  State  shall  not  be  int«rested  in  the  stock  of  any  corporation.  (Art.  X, 
sec.  IS.) 

The  liability  of  any  corporation  to  the  State  shall  not  be  released  nor  dlnun-- 
iebed.    (Art.X,8ec.21.) 

Vni/orm  tax  onproperty. — Taxation  shall  be  nniform.  All  property  shall  be 
taxed  according  to  its  value.    (Art.  X.  aeo.  1. } 

1  Vermont  StatuUL  Tltls  10,  tea.  UT-AM.  ttbM.,  nc  BTB. 

•Ibid.,  MCi.  teiMM.  (Ibid.,  MC*.  CMMHS. 

*!btii„  «Mt.  «e»-e7L  titid.^  MOb  MMA  en. 
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Biwiiipiw  capital.— The  capital  inveatod  in  all  bnsiDma  operatione  shall  be 
aaaeatied  and  taxed  aa other  pix>perty.  A^seBsmente  npon  stock  shall  beaccordtng 
to  the  market  valne  thereof,     (Art. X, sec. 4.) 

STATUTE  PROVISIONS. 

Rallioad  oompanlaB.' 

Listing,  valuation,  etc. — Railroad  companies  are  required  to  make  annoal  rettmiB 
to  the  auditor  of  public  accotmte,  setting  foi-th  thair  entire  property  and  their 
g^osa  receipts  and  net  earnings  from  operation.  The  auditor  is  empowered  to 
examine  corporation  books  and  papers.  The  board  of  public  works  appraises  all 
railroad  property.  The  taxes  on  this  appraisement  are  paid  into  the  State 
treasury. 

Oross  receipts  tax. — Railroad  companies  also  pay  a  tax  ofl  gross  receipts  to  pay 
tlie  expenses  of  the  railroad  commiseion. 

Local  taxation.— Railroad  real  estate  not  in  the  right  of  way,  inclnding  depots 
and  other  buildings,  is  locally  assessed  and  taxed. 
Talvgrapb  and  tolapbone  oompanlea.* 

These  companies  are  taxed  on  their  property  for  Stat«  and  public  school 
purposes. 

Telegraph  companies  pay  in  addition  a  license  tax  of  SS  per  mile  of  poles,  and  3 
per  cent  on  gross  earnings  from  business  done  in  the  State. 

Telephone  companies  pay  in  addition  a  license  tax,  as  follows: 

Those  using  600  Instruments  or  less^  50  cents  on  each  instrument. 

Those  using  between  600  and  1,000  instruments,  75  cents  on  each  instrument. 

Thoee  using  between  1,000  and  2,000  instruments,  %\  on  each  inatnunent. 

Those  using  more  than  2,000  instmments,  $1.00  on  each  instmment. 
Expraiu  and  navigation  oompanlaa.' 

These  companies  are  aaaessed  on  their  property  by  the  State,  and  pay  the  tuual 
prqpert>  taxes.    Express  companies  in  aadifion  pay  an  annnai  State  ucense  tax, 
as  follows:  Those  operating  over  1,000  miles  or  more  in  the  State,|500;  less  than 
1,000  mUes,  $300. 
Sleeping-car  oompanlaa.' 

TbeiHe  companies  are  taxed  by  the  State  for  State  and  pnblic  school  pnrpoeee. 
The  tax  is  based  on  a  pro  rata  milei^^  proportion  of  their  capital  stoca.    They 
also  pay  the  nstial  local  property  taxes. 
Canal  companlea.* 

These  companies  are  assessed  and  taxed  on  their  property  like  railroads. 

WASHINGTON. 

CONBTITUTIONAL  PROVIBIONB. 

Beleasefrom  taxation.— The  power  to  tax  corporaticau  and  corporate  property 
shall  not  be  surrendered  or  suspended  by  the  State.    (Art.  YII,  sec.  4.) 

State  aid. — The  credit  of  the  State  shall  not  be  extended  in  aid  of  any  person. 
association,  or  corporation.     (Art.  VIU.  sec.  Q.) 

Uniform  tax  on  property.— ^Chere  shall  be  a  uniform  and  eqnal  rat«  of  nmnnr 
ment  and  taxation  on  all  property  in  the  State.     (Art,  VII,  sec,  3.)  I 

Corporations. — Coiiporate  property  shall  be  taxed  as  nearly  as  may  be  by  the 
same  methods  as  are  followed  in  taxing  individnal  property.     (Art.  Vll,  sec.  8^ 

Rolling  slock  ehall  be  con^dered  and  taxed  as  personal  property.     (Art.  XII, 

Local  aid. — No  local  division  shall  give  any  money  or  property,  loan  its  money 
or  credit,  or  become  the  owner  of  stock  or  bonds  in  aid  of  any  company  or  corpo- 
ration.    (Art.  VUI,  sec.  7.) 

STATUTB  PBOVISIONS. 
Railroad  companies.* 

Linting,  valuation,  etc. — Railroad  companies  are  required  to  retnra  to  the  State 
auditor  schedules  of  their  entire  property  of  operation,  capital  stock,  earnings, 
expenses,  and  indebtedness.  The  property  is  then  anooooed  for  State  taxes  by  the 
State  board  of  equalization. 

1  La«>  of  imr-gs.  pp.  TS-SO:  tiaa  Code  of  IS8T,  lec.  UU. 

'  lawi  of  ieW-IS05,  pp.  &B^«(t. 

•  OenenJ  Lawa  of  Virginia,  18S7-M  (I>ollanl),i>ii.3S8  etseq.  ',...,.  I,, 

17-88,  pp.  fs^miKorodeotiw'.wEim.  lOOQlC 

IT,  pp.  I49-1.M.  O 
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Local  taxation. — Railroads  are  locally  assessed  and  taxed  ott  all  their  property, 
on  the  baaia  of  annnal  liete  which  they  are  required  to  make  in  each  connty. 
BoUinK  stock  ia  valued  on  a  pro  rata  mileage  basie. 
Telegraph  and  telephone  oompanlea.' 

The  property  of  these  compamoB  ia  taxed  like  the  property  of  individnals.    They 
are  required  to  retnm  annual  schedules  to  the  county  assessors.    These  schedolea 
are  transmitted  to  the  State,  aadltor. 
B^ireBS,  tranaportatioii,  and  atage  oompanlaB.' 

These  companies  are  taxed  on  their  personalty  in  the  counties  where  it  is  kept. 

WEST  VIBGINIA. 


8t  ite  aid. — The  credit  of  the  State  shall  not  be  granted  in  aid  of  any  Individual 

or  corporation,  nor  shall  the  State  ever  assume  the  debts  of  any  individual  or  cor- 
poration, nor  shall  the  State  become  a  stockholder  in  any  company  or  association. 
{Art.X,B6c.fl.) 

Uniform  tax  on  property. — Taxation  shall  be  eqnal  and  uniform  on  all  proi)erty 
throughout  the  State.     (Art.  X,  sec.  1.) 

STiLTUTE  PaOVISIONB. 
Railroad  companies.' 

Luting,  valwation,  etc. — Railroad  companies  are  required. to  make  detailed 
annual  reports  to  the  State  auditor,  setting  forth  property  of  operation,  capital 
Btock,  bonded  debt,  earnings,  and  e^wnditnres.  On  the  baals  of  these  returns. 
after  approval  by  the  board  of  public  works,  who  have  access  to  coloration 
books  and  papers  and  may  examine  corporation  witnesses,  the  State  auditor  sets 
a  valuation  upon  railroad  property  and  apportione  the  same  among  the  local  tax 
districts,  where  the  tax  Is  computed  at  the  usual  rat«  and  certitled  to  the  State 
auditor.    The  total  taxes  are  then  paid  into  the  State  treasury. 

Locai  taxation. — Railroad  real  estate  not  employed  for  purposes  of  operation  in 
locally  assessed  and  taxed.    Each  local  district  also  receives  Its  share  of  the  taxes 
paid  into  the  State  treasury. 
Talegrapta  and  em>reaa  oompanlas.* 

The  property  of  domestic  telegraph  and  express  companies  is  assessed  and  taxed 
like  other  property  in  the  State.    Foreign  telegraph  and  express  companies  pay  a 
State  tax  of  2  per  cent  on  their  gross  receipts  nom  buainesa  done  in  toe  State. 
Other  transportation  and  transmission  companies.' 

Incorporated  transportation  and  transmission  companies,  other  than  railroad, 
telegraph,  and  exprme  companies,  are  locally  taxed  as  follows:  R«Etl  estate  is  ta^iea 
as  In  otner  cases.  The  value  of  the  capital  is  determined  and  taxed  by  the  f<^ow- 
ing  method:  The  aggregate  value  of  personal  property  (not  exempt  from  taxa- 
tion) wherever  sitoatm,  and  inclnoing  moneys,  credits,  and  inveetments,  is 
determined,  and  after  deductions  have  been  made  for  all  amounts  owed  by  such 
company  as  principal  debtor,  the  remaining  anm  is  taxed  at  the  usual  rate. 

WISCONSIN. 

PROVISIONS. 


Jntemai  improvement. —The  Stat«  shall  never  contract  any  debt  (or  works  of 
internal  improvement,  nor  be  a  party  to  carrying  on  such  works,  except  where 
grants  of  luid  or  property  have  been  made  to  the  State  for  that  purpose.  (Art. 
VIII,  sec.  10.) 

State  aid. — The  credit  of  the  State  shall  never  be  given  or  loaned  in  aid  of  any 
Individual,  association,  or  corporation.    (Art.  VIII,  sec.  3.) 

Uniform  tax  on  proper^. — Taxes  shall  be  nniform,  and  npon  such  property  aa 
the  legislature  shall  piesoribe.    (Art.  Vni,  sec.  1.) 


of  i8in,i>.i»i. 
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STATUTE   PBOVISIONS. 

RaUioad  compauiea.' 

State  t<i;caf ion. ^Railroad  companies  are  required  to  make  annnal  retamB  to 
the  State  treasurer,  Bbowing  their  gross  eamiiigB  for  the  year,  and  specifying  the 
earnings  per  mile  of  line.  "  License  feea  "  are  thea  levied  on  gross  earnings  as 
followa: 

4  per  cent  on  total  gross  earnings  of  i8,000  or  more  per  mile. 

3i  per  cent  on  total  gross  earnings  between  $2,.'K>0  and  $3,000  per  mile. 

5  per  cent  on  total  gross  earnings  between  $2,000  and  $2,s6o  per  mile. 

2i  peT  cent  on  the  excess  above  $1,500  per  mile,  pins  $S  per  mile  when  gross 
earamgs  are  between  $1,500  and  $2,000  per  mile;  $3  per  mile  when  gross  earnings 
are  less  than  $1,500  per  mile. 

Railroads  bnilt  on  pile  and  poqtoon  bridges  pay  at  the  special  rate  of  S  per  cent 
on  their  gross  earnings. 

Loail  fcurafion.— There  is  no  local  tax  on  railroads,  except  that  lands  owned  by 
railroad  comxianiee,  bnt  not  used  for  railroad  piuposes,  are  assessed  and  taxed  like 
similar  property  of  individnals. 
Telegraph  and  teleplume  oompanlea. 

Telegraph  conipaoies  pay  a  State  tax  as  follows;  On  a  single  wire,  $1  per  mDe; 
on  a  second  wire,  SO  cents  per  mile;  on  a  third  wire,  35  cents  per  mile,  and  on 
ea^  additional  wire  20  cents  per  mile.' 

ir  cent  on  gross  earnings  of  $100,000 
sr  $100,000.' 
Bxpreaa,  sleeping  car,  sqnlpment,  and  freight  line  companiea.* 

These  companies,  are  reqairod  to  make  annual  letnms  to  the  State  treasorer, 
who  puts  snch  retnms  before  the  State  board  of  assessment.  The  tax  is  assessed 
on  a  pro  rata  mileage  portion  of  capital  stock,  with  certain  dednctiona.  In  the 
case  of  express  companies,  deduction  is  made  for  real  estate  sitnated  and  taxed 
outside  of  the  State  and  for  personalty  not  used  in  the  express  bnalnesa;  in  the 
case  of  sleening  car  and  equipment  companies,  for  real  estate  situated  and  taxed 
outside  of  the  State;  and  in  the  case  of  freight-line  companies,  for  real  estate 
situated  in  the  State. 

WYOMING. 

CON9TITCTIOSA1, 


The  State  shall  not  loan  its  credit  or  make  donation  to  any  railroad  or  telegraph 
line.    (Art.  X,  sec.  5.)' 

The  State  shall  not  loan  its  credit,  make  donations,  or  subscribe  to  stock  in  aid 
of  any  individual,  association,  or  corporation.     (Art.  Ayi,sec.6.) 

Uniform  taxatiwi — lAating,  etc. — All  taxation  shall  be  equal  and  uniform. 
(Art.  I,  sec.  28.) 

All  lands  and  improvements  thereon  shall  be  listed  and  assessed  separately. 
(Art.XV,Bec.l.) 

i^tJroodif.— There  shall  be  a  State  board,  consisting  of  the  auditor,  treasarer, 
and  secretary  of  state,  which  shall  assess  at  their  actual  value  the  franchises, 
roadway,  roadbed,  rails,  and  rolling  stock  of  all  railroads  and  other  common  car- 
riers. This  valuation  shall  be  apportioned  among  the  counties  as  the  hatds  of 
taxation.     (Art.  XV.sec.  10.) 

Reports  of  railroad  comfkitiM*.— All  railroads  operating  in  the  State  must  make 
annual  reports  of  their  business,  as  the  legislature  may  prescribe.    (Art.  X,  sec.  8.) 

Local  atd. — The  legidatore  shall  not  authorize  any  county  to  contract  any  debt 
in  constructing  any  railroad,  or  to  loan  its  credit  in  aid  of  the  same.  (Art.  ni, 
sec.  38.) 

No  local  division  shall  loan  its  credit  or  make  donation  to  any  railroad  or  tele- 
graph line.    (Art.  X,  sec.  5.) 

No  local  division  shall  loan  its  credit,  make  donations,  or  subscribe  to  stock  la 
aid  of  any  individual,  association,  or  corporation.     (Art.  XVI,  sec.  6.) 

>  Revteed  Slatalea  of  Wisconsin,  wrs.  1211-J213.  "Ibid,,  sec.  12220.  '  <  \,  \,i  |(- 

■  Ibid. ,  gee.  121G.  *  I^WS  Of  ISM,  cbapti.  lll-lu'-  '^  '  ^ 
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BTATUTB  PROVISIONS. 

Railroad  companies.' 

Lifting,  vatuatum.  ete. — Railroad  companiee  are  required  to  make  annual 
reports  to  the  State  board  of  equalization.  Betting  forth  all  property  of  operation. 
On  the  baeiB  of  these  reports  a  valnation  ie  determined  covering  property  and 
franchisee,  and  is  apportioned  among  the  local  districte  for  the  compnuition  and 
collection  of  the  tax. 

Tjvni  tnsrutinn. — Rjiilmud  real  estate  not  employeii  for  pnrpoaee  of  operation  is 
There  is  also  a  local  tax  on  the  values  appomoned  by 

Telecrapb  and  aleeplng  osi  oomponleB.' 
These  companies  are  taxed  like  railroads. 
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Jackson,  James  F.,  of  the  Masaochnsetts  State  Board  of  Railroad  Com- 
misdonerH.  Fall  River _ 841-848 

Langley,  James  Horton,  rep 
New  York,  New  York  City  . 
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Xiindenberger,  F.  T.,  chairman  committee  on  hostile  legislatloD  Anieri- 

can  Ticket  Brokers' AasociaCion,  Detroit,  Mich 31T-S60 

UcOovem,  P.  J.,  cfaBirman  SoQtbem  Claisificatloii  Committee,  Atlanta, 


UcLsod,  Archibald  A.,  former  president  of  the  ReodiuK  Rulroad,  New 

YorkCtty - - 561-578 

Markham,  H.  C,  aseiatant  traffic  manager  UlinoiB  Central  Railroad  and 

Yazoo  and  Uigsissippi  Valley  Railroad.  Chicago,  111  ._   .__ 435-443 

Nicholson, Williani,  manager  CentiBl  Ballwaj  Clearing  Honee,  Bnfflilo. 

N.Y _ 718-781 

FaraonB,  Prof.  Frank,  preeident  Natioaal  Pnblio  Ovrnereh'p   League. 

BackBaypoat-offlce,  Boaton,  Mass  -- - ia3-l»3. 88»-8B0 

FenJe.Willi&m,  secretary  La'.e  Seamen's  Union,  Chicago,  111 400-41S 

Handall,  A.  Ii.,  chairman  International  Tyixwraphical  Union  committee 

on  Government  coctrol  and  ownerahip  of  the  telegraph,  Washington, 

D.C _ 241-265 

Bice,  Isaac  Leopold,  president  Consolidated  Rubber  Tire  Company, 

New  York  City..., --- - 733-743 

Bipley,  Prof.  William  Z.,  professor  of  economics,  HaBsachnsetts  Ineti- 

tateof  Technology,  Boston,  .Mass. __ 385-306 

Hoberts,  7.  C^,  member  International  Typographical  Union  telegraph 

committee,  Washington.  D,  O __  __  .__ a6«-S74 

Baward,  Frederick  E.,  editor  The  Coal  Trade  Joninal,  New  York  City..  506-930 

SchifT,  Jacob  H,,  of  Knhn.  Loeb&  Co.,  bankers.  New  York  City 769-777 

Stearns,  Irving  A.,  president  Coxe  Bros.  &  Co.,  incorporated,  Wilkes- 

barre.Pft .-  576-586 

Stubbs,  J.  C,  third  Tice-prealdent  of  the  Sonthem  Pacific  Company,  3an 

Francisco,  Cal 757-769 

Talcott,  T.  H.  B.,  assiatant  to  the  president  Seaboard  Air  Line,  Rich- 
mond, Va -- __ 626-686 

Teisberg,  A.  K.,  secretary  State  Railroad  and  WarebouBe  Commfsaion 

of  Ulnnesota,  St.  Panl.  .Uinn _..  3ea-3Ti 

Thomas,  E.  B.,  president  Erie  Railroad  Company,  New  York  City 548-560 

Walter,  Alfred,  president  Lehigh  Valley  Railroad  Company,    Sonth 

Bethlehem,  Pa  . _ __ _ .  543-548 

Wheeler,  William  B.,  representing  PaoiAc  Coast  Jobbers'  Association, 

San  Francisco,  Cal 743-757 

Wilson,  £dward  P.,  secretary  variona  Ohio  commercisl  organizations, 

Cincinnati,  Ohio _ __ _ 687-TOO 

Woodlock,  Thomas  F.,  railroad  editor  Wall  Street  Jonmal,  New  York 

City 451-467 
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Aa^dentaiseoBiao  Employer 8' IwAUity;  Reiief  department;  Safety  appti- 
aucea): 

Appliances,  defective,  as  canie - Faller,41 

Comparison  of  railwara,  in  different  conatriefl Parsons, 153 

Interstate  Comnieroe  Comtaiasiou,  reports  to Fuller.  41 

Account*  ot  corporations; 

Andit  and  examination,  difference  between -_. ..     QTeene.481 

Balance  sheets,  proper  items  to  be  pabljshed,  disonssed Greene.  4B2, 493 

Depreciation,  method  of  acconnting  for _.     .  Ureene,4B3 

Methods  of  aaditing  discnased _ Greene,  4T&-463. 4H3, 489-401 

Accounts  of  public  and  quui  public  corporations  (see  also  Uniform 

public  accoitnting)  anaitdng,  in  England. Bemis,  98 

Accounts,  public: 

Examination  of.  in  Wyoming Bemis.93;  Foote.lM 

Public  regulation,  importance  of Bemia.BS;  Foote,107;  Sohlff.TTS 

Pub'iclty  of  municipal,  advo -sted BsmiB,91 

Uniform  system  of,  for  pnblic  and  quad  public  corporatlonB  advo- 
cated   _. Bemia,91;  Foote.  103-138 

Accounts  of  railroads ; 

Conrnaion  by  operation  of  subsidiary  companies  Bice.  739, 740 

Auditing,  suggested  plan  of Foote.122 

Expert  auditors,  examination  by,  advocated Greene.  479 

Improvements,  accounts  to  which  charged Talcott,t)3S 

Inspection  of,  desirability  of    Bice,739,741 

by  In terstatA  Comm^^je  Commission,  discneaed Greene.  479, 480; 

Wood!ock,464 

Uniformity  of,  reasons  for     Adams,  383-386 

advantage   of  requirement  by  Intwstate  Commerce  Comiuia- 
8ion_  Greene, 480 

Age  limit.  Railroad  employeee,injustice  of ..  Fuller,  10 

Agreements  of  employers  and  employees  (see  also  Arbitration): 

LooKshoiemen - Barter.  300-817 

Railways,extent  and  advantage  of  system Fuller,  10 

Agreements  of  railroads  {aoe  gHao  C&mmunity  of  interett;  PooliTig): 

Denver  rates  fixed  by _ ariffith,e56 

Transcontinenial  freight  rates,  nature  of Wheeler,  740;  Stubbs,  784 

Agreements  between  telegrapb  companies,  effect  on  rates  . .  Chandler,  195, 108 

Alabama,  telegraph  service  In _   _ Clark,  307 

Alabama  Oreat  Southern  Junction  Hailway  Co.,  relation  to  South- 
western Inveetment  Security  Co WilBon,698 

Alkali  products: 

Classification  In  different  districts. Bacon, 81 

Freight  rates  on.  discnased Bacon,  78-76, 80.81 

Methods  and  conditons  of  biisinens.  discnsead _  Bacon.  73, 80, 85 

Tariffon __ ,  Bacon,80,8B 

Allegheny,  Pa.,  cost  of  electric  light  in Bemis,  98 

American  and  Bawaiian  Steamship  Company,  description  of  business  _ 

Wheeler.  7,')0;  Stabba,  788 

American  Economic  Aasooiation,  resolutions  as  to  public  accounting  . . 

Bemis,  8e,  94:  Foote.lOS 

American  Federation  of  Labor: 

Anti  scalping  laws,  attitude  toward Lindenberger,  339 

Government  ownership  of  telegraph,  favored  by  . .  Randall,  343;  Roberta,  874 

Lake  Seamen's  Union,  connected  with Penje.400 
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American  Herchont  Harine.     [Seo  Merduait  Marine,  American.)  paga. 

Amarican  ship*: 

Relative  cost  of  bnildisK Howeo.  705, 707, 708 

Short-BiKbted  polic J  of  baildera Howes,  705 

American  Tele^apb.  Company  absorbed  bjr  Western  Union  Telegraph 

Company -- -- Roberts,373 

American  Telephone  and  Tel^^ph  OonLpany.    (See  also  Tdephotten, ) 

General  Byetem  described Ball,  830-828 

Accommodations  of Bothell,784 

Growth  of  .-- Hall,  SIB 

AsaetB    - Hall,823 

Bell  Telephone  Company,  relations  to Bethell, 810-811 

Capitalization  anthorized _ Hall,  819 

Collateral  tmst  bonds Hall,  819 

Dividesdflof Bethe11,7B3 

Expenses  and  earnings,  percentage  of . . Bethell,  783 

Extent  of  service Ball,  819 

Labor,  conditions  of Bethell,  784, 785 

New  York  SnbwByOc»poration,Ttiationa  with  tba Bethell.  779-780 

Organization Hall,817 

Profite Bethell. 782. T8t 

Report  for  year  1000 Hail,820-e33 

Serrlce  famished  c<xnpared  with  serrice  in  Enrope Bethell,  T80-808 

Stock Hall, 810,821 

Wage8paid__._ _ Bethell. 783, 784 

Western  Union  Telegraph  Company,  relations  to  Bethell,  813 

American  Ticket  Brokers'  Aasociation,  membership,  conatitation.  etc. 

Linden  berger,  320-335 
American  Union  Tele^aph  Company,  absorption  of,  by  Western  Union 

Telegraph  Company Clark.  220-221;  Roberts.  272 

Amsterdam,  Holland ; 

l?elephoiie  Herviceand  rates  in,  comparison  of Bethell.  793-796 

Wages  of  telephone  operators _ Bethell,  704-790 

Anthracite  Coal  i 

Allotment  of  tonnage  between  railroads  discussed. Woodlock.  p.  4,^1; 

Chllds,500;  SawaTd,nl4,515;  Haddock,  527; 
Walter,  5-i.'i..'>47:  Thomas,  S.W.  K>4;  Steams, 
,58I-l>S;i;    Harris.   .■>98,   601,  602;    Bice.   748 

£>esire  of  railroads  to  increase  their  proportions Stoims,  590 

New  York,  Ontario  and  Western Childs.  490,  SOO 

Pennsylvania  Railroad,  attitude  toward Haddock,  532 

Reasons  for  e.tistlng  proportions    HBrris,e02 

Result  of  in^nal  development,  not  of  agreement Thomas,  S-tO,  554 

Slight  variations  between  railroads  in  recent  years Harris.  601,603 

Bitnminons  coal,  competition  of .  Qreene, 460, 470; 

Childa.  501,  ,'j02;  Saward.  510,  512;  Haddock.  528-530; 
Fleming.  -I^T.  641;  Walter.  543.  548:  Thomas,  S55, 
MoLeod,  1)62.  ,';6T,569:   Steams.  58A,  SHH:    Harris.  603 

Cars,  discrimination  in  supply  of.  discussed Fleming.  536, 537; 

Walter,  545:  StoarDS,588;  Harris.  600, 001 

Centra  Railroad  of  New  Jersey,  purchase  by  Reading  Company 

Woodlock.4.'>t.45.i:  Greene, 471, 475;  McLeod.sfS;  Harris. 607-009 

Children,  employment  at  mines -- Baward,9I6 

Coal  lands,  accnmuiation  of  fund  to  covsr  exhaastion Steams.  .584 

Control  by  railroads _.   .     Woodlock,  451,453;  Qreene.  468: 

Childs.  497. 408, 503:  Saward.  ,W9;  Hsddock. 
521;  Steams,  588, 589;  Harris.  604;  Rice. 742 

Reading's  purchases  forced  by  competition Haddock,  p.  523 

Reason  for  holding  in  reserve Harris,  602,606 

Cc^,  oompetiiion  of  .- - Steams,  .585 

Colorado,  depoeiu  in Saward,  519;  Grif&th.  857 

Combination  and  commnnity  of  interpst  among  railroads- 
Absolute  ownership  not  Boaffht  Woodlock.  493;  Walter,  54^ 

Attempted.  1888 - Childa.503;  Rioe.787 

Consolidation,  desirability  of Greene.  448-471 

Legal  difflcnltiee  encountered  by Greene,  475 

Control  of  future  supply , Staanu,(t97 
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Anthracite  Coal— Continued.  Pkge. 

Combination  and  cMmmanitj  of  interest,  etc. — Continned. 

Economlea  and  advantages  to  public ..    Woodlock.  453; 

Oreene, 468-471;  SawaTd.5l7.ltl9;  Haddock. 534;  Wal- 
ter,!i44;TboniaB,6Ce;  UcLeod, 568,571,575;  Harris, 598 

Competition  not  destroyed  bjr _ CluldB,503 

Middlemen. poeeible elimination McLeod,568 

Effect  on  prices  and  general  public  -.  - Greene, 469, 470.478; 

Had3ock,S30-S»l;  Stearns, 580, 6ST;  Harris, 609;  Rice, 788 
Independent  operators,  impossibility  of  driving  out  of  baBinesB.__ 

Steams,  586, 587 

Proportion  of  railroads  and  traffic  controlled  by Childs,  503. 504; 

Haddock,  53«:  Steams.  586. 589, 594;  Harris,  596, 599, 608 

Becent  morement  described Woodlock,  451-450; 

Safrard,513,513,516;  Walt«r.045 

Gonditione  of  mining  in  different  regions Harris,  605,606 

Cost  of  mining,  different  r^ons .  .    Walter,  547:  Steams.  584;  Harris,  60S.  607 

Estimationof aTeene.473.4T4;  Saward,515; 

Fleming,  540;  Hclieod,565.566,567,570:  Harris,  603, 606, 607 

Increase -._ Saward,511:  Walter,544;  Harrls,606,e07 

Propor.tion  going  to  wages aaward,516 

Goat  of  tranaportation.  proportion  of  coal  output WaltM,544 

CoxeBro.  &  Co..  conilitionsof  labor Steams. 593-596 

Output  and  ton II sge Steams,  .^81 

Pricesof  coal  received  by Steams.  .'itH)-.')92 

Belations  to  railroads Steams,  577. 581 

Suit  against  Lehigh  Valle}' Railroad Haddock,  5^,  5S5;  McLeod,.57S 

Western  shipments .    Stearns,  564 

Culm  piles,  ntilizstion  of  waste Haddock,  538 

Delaware  and  Hndson  Railroad,  relation  to  other  companies Harris,  606 

Delaware.  SnsqnehanDB  and  Schuylkill  Railroad Woodlock,  451, 

Steams.  577,  690 

Electricity,  competition  of Greene,  470 

Erie  Railroad,  combination  with  other  companies Thomas,  553,  553 

Purchase  of  Pennsylvania  Coal  Company   Woodlock.  4.^3; 

Greene.  475;  Haddock,  ri21:  Thomas,  553,553:  McLeod,573;  Sbeams.  rm 

Tonnage,  amount  and  sources  Thomas,  548 

Eri>ort  trade---- Fleniing, 540;  Hclieod.667;  Rice.  743 

Freight  rates: 

Average  rates  - HoLeod.d65 

Compared  with  bitnaunoas  rates -- Woodlock.  454 

Haddock.  530-531;  Fleming,  539;  Steams.  ■'>79. 504 

Decrease  in  recent  years- -- ,.  Harris.  599, 600 

Discrimination  in,  existence  denied Stearns.  58!!.  584 

Distances  to  tide  water Stearns,  578 

Independent  operators,  no  discrimination  against Steams.  .580 

Influences  determining Harris,  596 

Interstate  Commerce  Commission,  attempted  regulation  by 

Haddock.  535. 534 

Methods  of  establiahing McLeod.561 

New  England McLeod.66l.5«a 

Percentage  of  tide  water  price,  chiefly  determined  by Saward,50l) 

Percent^e  contracts,  comparison  of  tariff  rates  with -  - 

Haddock.  52^.582,534;  Thomas,  549 

Relation  In  prices. .- .      Greene,  470 

Reasonableness  discassed Woodlock.  4.'>3. 454;  Fleming.  586.539 

Ton  rates,  per  mile  Cbild8,496,4»7;  Saward,.509 

Varioaspointo  - Childs. 496 

Western  shipraento - Stearns,588 

Gas  and  other  products,  competition  of McLeod,  570 

Independent  operators,  discrimination  against,  in  supply  of  oars,  dia- 

cnsaed --    Haddock. 524-.52«,  533;  Fleming, 536, 537; 

Walter,  545:  Steams. 580. 588;  Harris, 600, 601 

Different  positions  of  different  classes  of  operators - .  - 

Haddock.  531 ,  533. 537, 533 

Number  decreasing Stearns,  579,  .'WO 

Policy  of Haddook,S81 
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Anthracite  Coal— Continued.  Fagt. 

Independent  opet-utora.  etc. — Continned. 

PowlbllitJ' of  acquiring  lands   Chllds.SOS 

Possibility  of  snccesafnl  bnalneu Stearna,988 

PHc«a,  poHflible  inUnence  upon Haddook,583 

Prodnction, proportion  of  total Qreone.  468:  Saward, 008, SOB; 

Haddock.  531.  n22, 527, 582;  Fleming,  585, 543.  Stearns.  SOQ:  Harria,  600 

Proportion  on  different  roads ChildB,498;  MoLeod.ses 

Pro&t8of Thomaa.55A 

Railroads, attitude  toward    McLeod.STS;  Uuris,600 

Proposed  constrnction  of Etaddock.  521 ; 

Walter.OlT;  SteamB^SSS;  Harns.603 

Eiistanoe of  KTieTancM, discussed  _   ._.   _  .  Fleming,541,542 

Qeneral  satiwaction  with  exlating  condition* Thomaa.  549, 5S6 

Direct  F'hipmenta  of  freight  by Childs,498 

Alleged  restriction  of  ontpnt  by  limiting  gapply  of  oars  —  Chtlds.  004; 
Haddock,  024-027;  Walter.  540 

Small  proportion  Fell  their  own  coal Saward,  508.509 

Labor,  beneficial  effect  of  combination  of  operKtors McLeod,576 

Condition  and  relation  to  employers Graene,474 

Condition  of .  aatiafactory Saward,  510. 519 

Foreign,  importation  of Steams.OOS 

Nnmberof  days  worked Saward,  018,520;  Steams,  093 

Labor  organizations,  attitude  of  Beading  Company  toward.  _  Barrla,  610. 61 1 ; 
Fitzpatriok,  83S,  834, 837-840 

Lake  transportation Steams,  081 

Lehigh  Vallej  RaOroad.  anthracite  coal  hnsinees Walter,  543.  S48 

Percentage  of  output Walter,  543, 047 

RelatioDB  to  independent  omratora Walter,  043.545 

McLeod,  A.  A.,  attempted  comDinatioD  of  railioada.  1898 Saward, 013 

Uiddlemen,  economy  from  elimination UcLeod,568 

Miners,  nationality  of  __ .  Stearns,  01)5, 5ii6 

Morgan,  J.  P.,  relationa  to Woodlock,  45S,  453 

New  England,  shipments  to ChlldB,000,  Ml: 

Thoma>,.158;  McLeod,56I,063:  Steams, 585 

New  York,  Ontario  and  Western  Railroad,  coal  bnsineaa Woodlook,  402 

Connection  with  Mew  York  Central  Bsilroad _ Childs,504 

Purchases  of  coal  lands _  (Jhilds,  497, 498;  Steams.  589 

Relation  to  other  railroads  Harna,098,59»,eos.S08 

Reorganization  aud  capitalization Childa,502 

Shipuieiita.  proportion  of Childs,000 

Tonnage  and  freight  rates  _     Cbllds,  496, 497, 500 

Pennsylvania  Coal  Company.  Erie  Railroad,  pnrchase  by Woodlook,452; 

Qreene,4T5;  Haddock. 5:;  1 ;  Thomas. 53-J. 53!);  MuLeod.073,St«ams,S89 

Pennsylvania  Railroad,  attitude  toward  agreements  of  railroads 

Haddock.  53S 

Relation  to  coal  companies _  Bteanu.  579 

Relation  toother  railroads---   .  Woodlock,  453;  Harris.  598. 599, 606 

Percentage  contracts,  system  described. . Woodlock, 434; 

Childs, 496. 496.500:  UcLeod.668;  Steams.  577,578 

Advantages  and  disadvantages  t« operators Haddook,623, 

534,526.527,583;  FletDlng,5S7 

Cost  of  ahipmsnts  under Thomas.  54B 

Dnrationoi Fleming.  .■i36 

Establiahmentof  system  hy  Mr.  McLeod McLeod,  063,. '>68 

Freight  rates  under.. Saward,  609 

Proportion  of  coal  carried  under ..   Saward,  509 

Proportionof  operatorseellingnnder-- Haddock,  322,033: 

Fleming.  .^30, 037, 542:  Thomas,  549;  Harris,  600 

Railroads,  do  not  apply  to  mines  controlled  by  - Steams,  379 

Restriction  of  output  under    ....  Haddock,  524, 033, 537, 583:  Flendng,  5S7 
06  per  cent  contracts — 
Adoption,  probabiliti 

Cover  life  of  property Haddock,  531. 533: 

Walter.  540;  Thomaa,04»;  MoLeod.OUt:  Steams.  576 

Effaet  on  independence  of  operators Haddock,581.03S 

Investigatton,  method  of 8toan)B,577 


INDEX   OF  TESTMOMT.  1099 
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PercentAge  contracts — Con  tinned. 
65  per  cent  contracts — Contiiined. 

New,  blank  form -- Childe,  505, 507 

Railroads.  parpoBeof._ - Steams, 578 

Satisfactory  to  most  operatora Fleming,  586, 987;  Harrie,  610 

Tims  of  payment  to  operaton 8te«ni«,580 

Variations  in  percentaKea  in  various  contrscte Fleming,  680 

Weet«rn  shipments Chada.BOO 

Plymoath  Coal  Company,  relations  to  railroad  companiu Haddock, 

523-637,533 

Powder,  price  of Saward,6U 

Prices- 
Agreements  of  railroads  as  to,  existence  of  practice  discnssed.  Wood- 
lock,  455;  ChUds,  499,605;  Saward, 512,513,516,517; 
Haddock.  526.    529;  Fleming.  ,■538,589;  Walter,  547. 
548;  Thomas, 650. 554;  St«ams,582;  Harris,  599,608 
Reading Bailroad.inflnenceon.  McLeod,  572;  Steams. 683;  Harris, 604 

Consnltatione  between  railroads  regarding Thomas,  6M,  666 

Bales  ftgsnts.  no  recent  meetings Fleming.  539 

Seasonal  changes,  nDiformltj  m  making Saward,  511,516; 

Haddock,  539;  Fleming.  538, 639 

ImpOBBibility  of  control  by. . ,    .- -- CMldB,5i» 

Coal  lands,  influence  at  capitaiization  of Saward,  618 

Desirability  oF  maintaining  present  rates Saward,517 

Effect  of  combination.,  _ Haddock, 529, 530-531, 532; 

areene,469,470,473;  Saward.  518, 510 

Effect  of  nnlimited  competition ---  Harris, 602, 603 

Imposaibility  of  maintaining  exceasive Harris,  003; 

Woodlock,456;  HcLeod.  568. 569 

Inflnences  tending  to  prevent  ejicessire. _ Thomas,  655 

Independent  operators,  methods  of  fising Haddock,  .525, 636, 539 

Limitation  by  competition  of  other  prodncts Ureene, 469, 470; 

Fleming.  537.  641;  Walter,  543.  548;  Thomas.  565; 
Childs.  501,  502;  Saward,  510,  512;  Haddock.  528-530; 
McLeod,  563.  567,  .569;   Steams,  583,  685;   Harris,  603 

OvercapitaliBation  of  railroads,  effect  of Woodlock.453 

Percentage  contracts,  inllaence  of.  as  reuardB  competition Haddock, 

.581,583 

Beaaouablenesa  of  present,  discnssed .     ...  Haddock.  .530-631; 

Walter,  .548;  Saward.  519;  McLeod,  589 

Seasooal  flnct nations _ Saward,  511,516 

Statistics- 
Average  and  variations McLeod,  565 

Recent  Increa^  discnssed Chllds,499,501,502; 

Steams,583,583,6S6,687;  Harri8,608 

Recent  movement .  Saward, 510.511, 515,516;  Fleming,541 

Recent  years,  l^  months Steams,  5911-593 

Strike  of  1900,  effect  of    Thomas.  565;  Steams,  593 

Variations  as  between  qualities Fleming,  538;  Thomas.  .554 

Western  markets .  .    ._. Childs. 606 

Wholesale  and  retail,  difference  between -- W»lter,.543 

Prodnction.  consumption,  distribution,  by  sections  and  Statee 

HcLeod,  .561, 562 

Ontpnt  from  year  to  year -- Walter, 548 

Prod nctive  capacity,  and  demand  (see  also  Re»triction  of  output), 

Saward.511,513;  Flemine,538; 
Thomas. 555, 556;  McLeod,5»6;  Steams.6ST;  Harrta,801.603 

Productive  capacity, inflnences  tending  to  increase Childs, 499; 

Steams,  687 

Seasonal  variation  in  demand,  and  storage  of  coal Cbllds,  499, 500 

Supply, duration  of Qreene,475;  Haddock, 539;  Fleming,540; 

Thomas.  555;  McLeod.  56.),  506, 670;  Stearns,  687;  Harris,  «WS,  606 
Railroadmincs,e<:onomies  of  operation  by  large  corporations.  McLeod,  566, 568 

Publicity  of  acconnts  desirable ...   _ - .    Greene,  481 

Bailroa<1s.  amonnt  of  coal  mined  by  affiliated  companies _  McLeod,  568 

Names  and  description  of  coal  roads -- _.,   Saward,  508 

Profits  on  coal  mining  and  transportation Woodlock,  468, 464; 

Greene,  473, 474 


1100  IKDEX   OP   TESTIMONT. 

AnUirftcite  Coal— Continaed.  n«». 

BAilroads,  amount  of  coal  mined,  etc. — Continned. 

Proportion  of  coal  traffic  to  total  traffic Walter,  546 

Belation  to  snbordinate  coal  companiea HcLeod,961; 

StearaB,679;  Harris,  600 

Beading  Railroad, allotmentoftonnageto Saward,514; 

Haddook,S87;  HarrU,5U8. 601,606 

Attempted  com binatlon  In  189S _     GMIds,  303 

BusineBB,     _.  Harris, 596-611 

Capitalization  of  coal  lands  _ Oreene,472; 

SawBrd..^n,519;  Haddock, 683;  HoLeod,56ei  Harris, 604, eos 

Cars,  diBtribution  of  to  operators . HaRis,601 

Earlier  attempts  to  control  Jenej  Central  and  Lehigh  Valley  .  . 

Eioe. 787-788 

Labor, attitnde toward Harrls.610,611:  Fitzpatrick, S33. 834, 887-840 

New  England,  extension  into  in  189ii McLeod.  567, 574 

Prices,  influence  on     _ .  Steams,  588;  Harris,  604 

Pnrchoaeof  CentralRailroadof  Newjersaj.  UcLeod,573;  Harris, OOT, 600 

Becent  pnrcbases  of  ooal  land  nnimportant ._.  Hanis.OM 

Beserved  anpply  of  coal McLeod,  566, 570;  Harris,  005,606 

Besirlction  of  output   (see  also  Allotment  of  fonna^) ,  existence  of 

practice  diacuased Saward,.M4,515,517; 

PlemluK,  537, 538;  Walter.  545, 647 
Independent  operators,  limit  of  supply  of  cars  discnssed  . .  Haddock.  B84- 

526,533 

Variations  of  demand  render  necessary Haddock,  5% 

Boyalties  to  owners  ot  coal  lands _  Saward,  519 

Schnylkill  region,  conditions  of  mining  in _.   Harris,  006 

Sizeflotcoal  .   _.. Stfams,578 

Oban^^  in  demand  for  respective SteamB,083 

Methods  of  manufactnre _. _.  McLieod,669 


r.difficultyof Thoma8,556 

Strike  ot  1900,  Coxe  Bros.  &  Co.,  relation  to. 8team9..'>93,503 

Effecton prices Childfl.49»;  Saward. 510, 516;  McLeod. .•>67, 574 

Effect  on  prodwere  and  consumers- Walter,546; 

Saward.  530;  Haddock,  527, 528 

Justice  of  demands  discussed.  _   ._.. Haddock.533; 

Fleming,54a;  Thomas, 555,567;  Steams. 598, 594 

Tide-wat«rporti.d9Btribed.     - Saward. 508 

United  Mine  Workers,  demands  of  1901  discnHsed HcLeod.JTQ 

Virginia,  alleged  supply  in _ _ Haddock,  533 

Wages  of  miuers     McLeod.  567,574;  Steams,  588 

Recent  iatrease Childs, 490;  Saward,  515,519 

Sliding  scales,  history Steams,  598, 594 

Wastes  of  competition _..  Greene, 463-470 

Western  markets,  shipments,  pricee,  etc    .  _    Ohilds,  500. 503;  Saward,  516. 519 
Anthracite  Coal  Operators'  Aasociation! 

Composition  and  objects Fleming.  535 

Attitnde  toward  railroad  companies ..  - Fleming,  542 

Antiacalping  laws.     (See also  Tiektt  brokerage.) 

Passage,  and  efforts  to  pass    ._ _.  Lindenberger,  336.331 

Unconstitutionality,  decisions  aa  to Lindenberger,  341, 349 

Antwerp,  telephone  service  of Bethall,788 

Defective,  retained  in  nse  by  railroads Fuller, 40,41 

OTethead  structures Fuller,  41 

Arbitration  and  conciliation: 

Advocated  generally Fuller,  70 

Compulsory,  advocated ., _ Fleming,  54S 

Deprecated Fuller,  71;  Saward,  530;  Thomas.  566, 557 

Disc'UBsed- _ Haddock.538;  Walter. 546. 547 

Desirability  of -.-  Saward.520;  Haddock.533:  areene.474 

Labor  organizations,  incorporation  as  means  of  facilitating Haddock,  533 

Irresponsibility  of ..  .   - Fleming,  543 

Longshoremen,  Great  Lakes Barter,  81  »-3t5 

Argentina,  per  capita  trade  of ,  with  the  United  States Howes.  713 
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Pa«B. 

Armour  Packing  Oompuiy,  roqaesta  cbangee  in  freight  claaflifioatioii . . 

UcOoT«rii,  671-678 

ABBocinted  Press: 

Franchise,  how  obtained Randall,  256 

CoBtof    Randall,256 

Originator  of Bandall,348 

Power  of,  aa  a  monopoly 

Randall. 345, 248, 258,855-257, S59;  Etoberta, 366, 287, 269, 878 

Power  of  jto  create  public  Bentiment Roberts,  273, 274 

Western  Union  Telegr^h  Company  relations  with __.  Randall,  247, 348 

Aaaociated  Railwaya  of  Virginia  and  tho  Oarolinaa,  geographical  ex- 
teat M(;aovem,654 

Asaociation  of  Accounting  Officers,  waybill,  form  of,  adopted  . .  Nicholson,  738 

Atlanta,  Oa.: 

Freight  rates  compared  with  Blrmingbam  rates McOorarn,  660 

Uompared  with  Savannah  rates _..  McOoTeru,681 

Not  in  need  of  railways ._._ MoGovem,680 

Atlantic    and   Pacific    Telegraph   Company,    absorption   by  Western 
Union  Tel^praph  Company _ Clark,  330-221;  Rrjberta,  378 

Attomey-aener&l,  no  authority  over  freight  classification Langley,  860 

Audit  Company  of  New  Tork,  nature  of  wor^ Gtreene,  460 

Australia: 

Policy  of  railwoys  in -- - Parsons,  187,148 

Railway  discriminations  abolished  in. Parsons,  184 

Austria-Hungary; 

Railways , Parsons,  187 

Telephone  service Bethell,  79U-791 

Baggage: 

Checking  on  mileage  liooks Lindenberger,  358,854 

Checking  on  through  tickets _..  Lindeubergar, 887, 868 

Baltimore: 

Freight  ttafSc  at Unswold,  618 

Rate  differentials Howm,  710 

Spot  wheat  at _.  Howes,  701 

Baltimore  and  Ohio  Bailrood: 

Peunsylvania  Railroad  relations  with ijchiff.  771,778 

Reading  Railroad,  relations  with Harris,  608-600 

Relief  den artment,  discuased Fuller,  43,47-49,53,59-60 

Reorganization Schiff,  769 

Sunday  trafficon _ FnUer,  29-88 

Baltimore  and  Ohio  Telegraph  Company; 

Failure  of  _ Clark,  338 

Rateaof Parsons,  888 

Sale  of,  reasons  for Parsons.  888 

Bank  notes,  functions  of. .__ _ ScbiS,  777 

Banks,  syndicates  of  , Bemis,  86 

Barge  lines,  Mississippi  River _ ._ Uarkham,  426-483 

Basing  point  sTstem,  Southern  Btates; 

Discrimination  between  places,  causes  of Parsons,  126, 182, 133 

Explanation  of _   .   .   Ripley,  p.801;  Markham,  430;  Talcott,63e,680 

lnt«rstat«-commerce  law,  effect  on Morkbam,  439 

Nnml  er  of  basing  points  not  incre astng  _ _ _ .  . .    McOovem,  679 

Originof - -,,   Moaovern, 07S-679;  Wil8on.6B7 

Bavaria,  telephone  system , Bethell,  793 


Blgiun: 
I^bc 


jabor  conditions Bethell,  788-789 

Railways _ PnrsonB,137 

Telegraph  systems,  extent  of  , _. Clark,  207 

Telephone  conditions..- Bethell,  786-789 

Bell  Telephone  Company: 

Amenoan  Telephone  and  Tele^aph  Company,  relations  with.  Bethell,  810-811 

History ... __ ._ HaU,617-8l9 

Western  Union  Telegraph  Company,  relations  to Clark,  317, 319, 326-327 

Berlin,  telephone  system Bethell,  791-793 

BillB  of  lading: 

Defined.. _...  MoGovem,661 

Uniformity  of,  established    ._ ___  McQovem,65fi 

Birmingham,  Ala.,  freight  rates  compared  with  Atlanta  rates.  _.  UoQoveni,660 
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Bismarck,  Otto,  speech  of,  on  railwaye Parsons,  134 

Bituminous  cool  (see  Coat). 

Blacklisting: 

Application  for  employment,  form  of Fnller,  18 

InHtancea  of  prai'tice .    . ._ _.  _ _. Fnller,  10 

Laws  prohibiting,  difficnlty  of  euforcement - ..    Fnller,  17 

EnactmuQt  by  Con greaa  advocated Fnller,  17 

Private  correepondence.  nse  of .   .     Fnller.  l:i-l 7 

Reading  road,  practically  practiced  by     Fitzpatrick,  885 

Western  Union  Telegraph  Company,  established  by Koberts,369 

Blanket  descriptiong,  case  regarding  Pacific  coa«t  rates -   . .  Wheeler,  745; 

Stabbe,T3B 

Boats  on  Hississippi  Biver; 

Bargellnea - Markham. 430-482 

Cost  and  insurance Bryant,  393 

Bonds,  railroads: 

Excessive  issue  undesirable Rice,  786 

Eiie  Railroad,  sinking  fund  on  anthracite  lands UcLeod,  373 

Interest,  rednction  of  rate« Greene,  4t)S 

Limited  to  amount  of  oapital  stock  in  Massachusetts Jackson,  tM4 

Boston: 

As  a  competitor  of  NevT  York Langley,  869 

Canudian  export  trade Howes,  703 

Canadian  railway  connectioDS,  its  advantagee  by  reason  of Howes,  701 

Commercial  importance - -- Howes,  700 

Bx|Kirt  rates  through Howes.  701 

Export  trade  of - - Howes,  700 

Freight  differential  at Howes,  701 

Freight  rates  to  _ _   Howes,  700,  701 

Freight  Bteamers  trading  at - Howes,  701 

Imports  of Howes,  700 

Railroads,  effect  of  certain _.   Hows,701,703 

Enterprise  at Howes,  701 

Street  railway  system    _.,  _._ Jackson,  84S,  S4I 

Telephone  service,  compHred  with  Amsterdam Bethell,  704 

Transportation  facilities  at H owns,  701 

Boston  and  Albany  Railroad: 

Competitors  of  _. .    .__ _ Parsims,  133 

Discriminations  bv Parsons,  139-184;  Howes,  703 

Leise  of,  by  New  "York  Central Parsons,  130 

Report  of  Massachnsetts  Railroad  Commission  on Parsons.  139,  130, 181 

Boston  and  Maine  Railroad: 

Freight  rates  on  anthracite  coal Thomas,  558 

Lease  of  the  Fitchbarg  road  .._ _._ __ Howea,  703 

Boycotts,  strikes  distinguished  from -. Puller.  70 

Brazil,  per  capita  trade  of.  with  the  United  States Howes,  714 

Bridges,  danger  to  river  navigation  from  Bryant,  88S 

Brokers,  telegraph  bnsiness,  favor  by  telegraph  companies,  discussed 

Randall,  244;  Chandler,  ISO;  Clark,  SOD 

Brooklyn  Bridfe: 

Operation  of  railway Bemis.88,103 

Rat«s  compared  with  St.  Louis  Bridge _.  .   .  Parsons,  14$ 

Brotherhood  of  Locomotive  Snginsers,  insurance,  cost  of . .. ...   Fnller. 30 

Brotherhood  of  Railroad  Trainmen: 

Employers'  liability,  reaolntion  regarding ,.   Fnll«r,8S 

Membership Fitzpatrick,  833 

Method  of  considering  grltvanoea Fitzpatrick,  831 

Objeclsof Fitepatrick,88l 

Reading  Railroad,  attitude  toward Fitzpatrick, 833 

Brotherhoods : 

Benefltand  insurance  features Fn]ler,43 

Employers'  liability,  resolutions  regarding Fuller.  36 

Federation,  desirability  of Putler.ll 

Negotiations  and  conciliation  with  employers Fnller.  70 

Objects  and  advantages. Fullpr.BO 

Strikes.  pfEeot  of  in  reducing FaU0r,7O 

Brussels,  telephone  service Bath^.TSS 
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Bndapeat,  Hungary: 

Oeneml  progrsBBiveneas Bettaell,791 

Talephone  syetam Bethell.791 

Buffalo  Railway  Clearing  Hoiue  (see  also  Central  RaUway  Clearing 
Uottse): 

Dnties _ Nicholfloti,T19.'730 

Establiahment  -       .   .- .., - Nicholson, 719 

Executive  committee - Nicbolson.  730 

Membership Nicholson,  710 

Cables,  submarine; 

Capacity,..  Clark.asa 

Cost ■,- - Ulark.aiS 

Cost ot maintenance - Clark,218 

How  constructed  ...  Clark,  332 

Rated Clark.  318 

California; 

Frnit-eaiining industry    _ Wheeler,  758,754 

Industrial  conditions  generally Wheeler,  754,755 

Mannfacturingintere.'ita Wheeler,  753-7.W 

Oil,  coal,  and  water  power _. _ __   Wheeler,  752 

Railroad  commission,  character  and  decleions  of Stnbbe,  707 

Canada: 

Differential  tHria_._ _._.  ._ ., Howee,  716,718 

National  poliyy... Howes.  717 

Railroads. advantages  in  rates  ou _.  Ripley,  280 

American  rates,  effect  of  competition  on  _ Thomas,  558 

Differentials  allowed  to      .. Ripley,  308 

Intarstale-comraercelawaffectedby ___ Ripley,  298 

Reciprocity  treaty  with,  neoessity  for Howes.  718,715,718 

Troile  of,  desirability Howes,  715-716 

Extent  .- Howes,  713, 714, 715. 71« 

Trade  relations  with  the  United  States Howes,  713, 715, 717. 718 

Canadian  Pacific  Railroad: 

Differentials  in  favor  of Wheeler,  748;  Stnbbe,  763 

Discrimination  of  transcontinental  roads  in  competition  with 

Wheeler.  748;  Stubbs.  76a 

lUinois  Central  Railway,  connection  with  Harkbam,  443 

Interstate-commerce  law,  not  subject  to _ Matkbom,  442 

Canals  (see  also  Isihraian  Canal;  Niearagwi  Canal): 

Kiel,  volume  of  bnsineas _ Anderson,  680 


Capitalisation  of  corporations  generally  (see  also  Telegraphs;  TeUphtm«»): 

Discussed  generally Woodlock.  456-461 

Amount  of,  advantage  of  large,  as  regards  price  of  secnrities Greene,  489 

Excessive  impossible-  -. 8c hi H.  778 

Heavy  s[>eculation,  effect  of Thomas.  560 

High  dividends  preferable  to  overcapitalization Qreene,  486 

Increasing,  reasons  for Qreene,  480, 491 

Overcapita!izatiou.  evil  reanlts _ Anderson,  650,651 

Public  opposition  to  high  dividends  leads  to  inoreaae Greene,  486, 401 

Real  value,  no  effect  on Schiff,  775 

Bonds,  conversion  into  stock  desirable Bice.  740 

Bicessive  issue,  undesirable  ....    Rice,  736 

StociS,  relation  to _ OT«eiie,476 

Industrial  combinations,  compared  with  railways  .- Woodlock,  458 

Investors,  discrimination  relative  to Schiff,  778 

Method  of  increasing  stock. _ __. 8chiff,774 

OvercBpiiali7.ation  discussed  generally Woodlock,  456-481 

Evilreeulto _ Anderson,  AM),e51 

Publicity  as  remedy  for  ._ .  Greeae,  476 

Reasons  for    Bemia,  88 

Remedies _ Anderson,  651 

Patents,  esploitation  of Bice.  733-734 

Stocks,  amount  of,  relatively  unimportant -.. Bice,  736 

Wages,  effect  of  overcapitaliKation ...  Fuller,  71 

Western  Union  Telegraph  Company Parsons,  880-890 

16a 70  ^  , 
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CapitftliBAtion  of  railroads: 

Chicago  and  Alton  Railwar ,.  Woodlook,  456, 459;  Scbiif,  775 

Conipaiad  with  ezpenM  of  reproduction.  ._ Thomas,  551 

Coven  improveuieuts  in  Bome  cases Riple;,  SO0 

EnglUh  roads,  compared  with  American Thomas.  551,559; 

ErleBailroad - Thomaa,  551,559 

Michigan.  Tolnation  of  plants  in Adams,  374-383 

Movement  of,  recent  .._ _  Ripley,  303, 304 

New  York,  Ontario  and  Western  Eailroad- - dhild8,503 

Overcapitalization — 

AmoontoC -. -  ParsonB,  153 

Anthracite  coal  roods. ,  Woodlock,  453-456 

Kansas  Citjr.  PitttsbarK  and  Qnlf  Bailroad Woodlock,  4^1,402 

Rates,  e&ect  on,  denied -     Woodlock,  456 

Policy  of  railroads  in  respect  to Parsons.  154, 155 

Proper  basis  discussed ParBonB.155;  Qrsene,47<)i  Talcott,6S5 

Coal  of  construction,  relution  to  - Woodlock, 457 

Earoing  capacity,  i-elation  to  _ Greene,  476 

Preferred  and  common  stock,  basis  for Bice,  732, 733 

Tangible  onsets  and  good  will,  issne  of  securities  for Greene,  490, 491 

Bat«e,  reasonable,  relation  to__  Bipley,291,893;  Teiaberg,  862;  Adams,  380, 3t<l 

Reading  Company-.- _.  Woodlock,  455, 456;  Harris,  597, 598 

Beasonobleness  in  United  States  asserted -..  .-- Woodlock. 456 

Regalation  by  Government,  discussed Teisberg,  365;  Woodlock.  460-402 

By  Interiitat«  Commerce  Commission,  advocated - Thomaa,  560 

By  Massachusetts  State  Ekwrd - Jackson,  848 

Reorganization,  effect  on Ripley.SOl, 

297-298:  Greene, 487, 488;  Harris, 597, 598 

Stock  watering  by  selling  bonds  at  low  figure Bipley,804 

Street  railways,  compared  with Bemis, 00,91 

Snnilns income,  copitalizatloQ dF  -  - - Adams.380.381 

Terminals, valne  not  included  in  assets, -MasBachnsetts Jacbsan.844 

Cartrusts Adams, 386;  Tolcott. 635 

Oorloodrates     - - HcGovem,  662,665;  Langlev,863 

Denver,  rates  to  .     . Orittiu),855 

Discrimination  against  small  shippers - Lanf{le7-^>'862 

Arbitrary Langler,863 

Effect  on  jobbing  trade       - -.-.    ,      ,    Langley.881,862 

Poci&c  coast,  case  regarding  diSerentials Wheeler,  745;  IStabbs,  758,761 

Carnegie,  Andrew,  United  SttiteB  Steel  Corporation,  relation  toformotion 

of - Woodlock,464 

Carrier's  risk  rotes,  comparison  with  owner's  risk  rates.. McOovem.nsS, 

657,659-861 

Care.  difRcnIty  of  furnishing  in  bnsy  season Teisberg,  367.371 

Discrimination  in  supply  of  anthracite  cool  oars  diaoussed  Btearns,  588: 

Harris,  eOO-eoi;  Fleming.  536-537:  Walter.  .5>5 

Cortoge,  relation  to  freight  rates Nicholson,  726 

Central  Pacific  Railroad,  Southern  Padflc.  relation  to  - Stubbe.  757.704 

Central  Railroad  of  Georgia,  competitor  of  theijoutbem  Railwoy..  HcGovem, 

682-683 
Central  Railroad  of  New  •Teraey,  control  of.  by  Beading  Railroad..  Greene,  471. 
475;  McLeod, .■i72:  Harris, 607-60J;  Bioe, 737.738 
Central  Railway  Clearing  House: 

Departments Nictaobon. 721. 7^,723 

Duties Nicholson,  720 

Establishment  of    - Nicholson,  719, 730 

Geographical  extent Nicholson.  729 

Membership.- -    Nicholson, 730 

Ceatrol  Traffic  Aosociotion,  jurisdiction Nicholson,  726 

Charlestoa-AsheTille-Horfolk  Caae,  defined MoGovem. 683-686 

Cborlotte,  B.C., cotton,  frel^t  rates  Ml DaTa&t,5,8 

CMcaso: 

Electric  light,  cost  in.. Bemis,9e 

Gas.pricein Bemis,89 

Qaa  companies,  capitalization  of BemiB.89 

Munioipol  railways,  ownership  of Beniia,8} 
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Ohica^— CondnTied.  P»ee. 

Sontheru  lumber,  receipts  of    .- Markham.  432 

Southern  trade,  inb-rwt  in..   _, _   .   WilaoD.693 

Chicago    and   Alton   Railroad,   capitalization,    recent    Increase,  dia- 

cnased   \VoodJock,pp.458,459;  8chifl,775 

Ofaicago,  Burlington  and  ftuincy  Ksilroad: 

Bxtendon  to  Pacific  coast- Wheeler,  747;  Stnbbo,  764 

RelationHtoNorthemPaciGcandQreatHortheru..   Wheeler, 747;  StDbba,76S 

Chicago-Charleaton  rate,  how  made  - McOovarn,  684-686 

Chicago-Norfolk  rate,  bow  made  .     _ McOovem.  684, 688 

Child  labor: 

Anttu'Bcite  conl  mines,  employment  in _-_ Saward,516 

ChinA,  cottou  goods, rated  ousnipments  to.._ DanUp.8.4 

ChizieM  characters,  effect  on  American  iudnetry.- Wheeler,755 

Cincinnati: 

Chicu^.  cooperation  with,  for  Soathern  trade Wilson,  698 

Freight  traffic  of  ..       Wilson,  687, 700 

Louisnlle.riTalTywith         Wiison.eST 

Lonisville  and  Nasi lyil  e  Railway  Company,  relation  to Wilson, 694 

Railway  discriminations  against . . Wilson,  688, 089 

Southern  trade  of..       .-- Wtl80D,68T 

Cincinnati,  Hamilton  and  Dayton  Syndicate,  ite  relation  to  ^athwest- 

em  Investment  Security  Company . . .  _  _ Wilson,  698 

Cincinnati,  New  Orleans  and  Texas  Faciflc  Bailroad  ComgDany; 

Cincinnati  Bourbern  Railroad,  lessee  of - , .  Wilson,  «93-693 

Southern  Railway  Company, relation  to Wilson, 698 

Sonthweetern  Investment  UecnrityCoinpany,reIationtO-  Wilson,69S 

Cincinnati  Southern  Railroad: 

Construction  of Wilson. 687. 693,698 

Control  of.  inimical  to  Cincinnati Wilson,  694 

Costof _ Wllaon,tf9» 

Lease  of ,.-  Wilson.  6ii2-«n4 

SonthemRailway  Company,  relation  to Wilson.  698 

Cities.     {See  Municipalities.) 

Civil  service.     [See  Officeholding  claiix.) 

Civil  service  exam  nation  system: 

Application  of.  to  public  utilitiee Parsons.  161 

Benefits  of.  In  municipalitlee  .      .    Foote.  I  lU,  119 

DifBculties  of  ___ _ _.  Bemie,99 

Municipal  governments,  need  of.in _ Bemis,  103 

Municipal  officers,  not  applicable  to.  in  Maseeacbnsetts Adams,  283 

Necessity  of.in  Oovernment  bnsinew.    . Clark. '.^80-288 

Telegraph  employees,  relation  to         Roberta,  270 

Classification  Committees,  duty  of.  In  respect  of  single  package  ...  Langle7,8e9 
Classification  of  freight  (see  also  Under  claMtification  of  freight;  South- 
em  Claaitification  ComviiHx): 

Discussed  generally.    ..    ...   .  _..   Ripley, ;i02:  Hayne,  418,419; 

Markham.  484,435;  aT)HWold,6ir'6in;  McQoTem,602 

Armour  Packing  Company,  change  in.  reqneslcd  by .  McQovern.  n71-fi7a 

Attomey-Oeneral,  no  authority  tn  reference  to    Langley,860 

Changes,  methods  of  making McGovem.  6ti8, 671 

Cincinnati, inimical  to  __    Wilson.808 

Classes. numberof.    Ripley. 303;  Langley. 800 

Prior  to  In  tentate- Commerce  Law,  classes,  number  of LaDgky.860 

Commercial  conditions.mnat  meet McQovern. 668 

Commodity  ratee. system  described  and  discussed Griswold. 617: 

T»lcott.a!a-i.3-i;  McGovero, 674-676;  Nicholson, 737 

Advance  in  freight  classification  not  atfected  by Lanffley,  H7U 

Definition.. _ Lang!ey.  800 

DiscriminatioD.DOt  an  nnJQst McQovern,  1175 

How eetabliabed ._ McQovern, 06'!, 666 

Increaseot ..     . ._ _ McOoven],a76 

Must  be  e.Tceptional McGovem.  (174, 673 

NeceoBityot    .   ,_    .   ., ,  Wheeler. 749;  Stubbs, 766 

Reason  for _ McQovern,  1174 

Remonerntive  to  roadsftnd  to  shippers    McQovern,  67.'i.  676 

Transcontinental  trafBc Wheeler,  750;  Stubbs,  703, 704 

ContTHcts, effect  on  future --- McQovern, 608  - 

Cost  o{  transportation  only  a  small  factor  bi McQoTem.670  ' 


1106  INDEX   OF   TE8TIM0KT. 

Clusiflcfttion  of  ftvirlit — Continaed.  Pasn. 

Coiton  Koods.  dimcaltiw  of  Longtey,  86S 

Difflcultiesof.- LanKley.tHlS 

Factors  entering  into.  _ _..  HcGovoth.  670 

Freight  traffic,  effect  of,  on  miacellaneons LADglejr,  870 

General  list,  nnmber  of  iteuw  in LBngloy. 800 

InterBtateCommerceCommisaion,  control  over. advocated.  .  Bacon.  74, 76.83 

Donbte  of  jnrisdicUoQ  of __     _     Talcott,  63:1:  Langley,  860 

Interstate-CommerceL&w,  condition  of  prior  to.  _ _.  Lang  ey.  800 

(^asi  conspiracy  against,  udvanced La:>gley,061 

Jurisdiction  of  different McOoTem,653;  Wilaon.OOS;  Nicboleon. 736, 737 

Manipulation  of_ _ _     .     Langtey.SAO 

ObjectioQsto -- Nicfaabon.736 

Obligation  on  the  part  of  shippen  to  obeerre Laagle7,8e3 

Official  claBaificatlOQ.tt^rritory  of Langley,860 

Official  dassi  flcati  on  comm'ttoe,  advances  made  by Langley.  860. 866 

Rates,  chan^  in  Hs  aflectiiig _ . ,  Langley,  865 

Comparison  of  - -  .  -....     Langley,  864 

Effect  on MaT)(ham,434,4S5;  McOoTern.6M.6.'>.1.<HI7,669 

Increaseof-  Ripley.»02;  Oris  wold,  618, 619 1  MoC)oveim.H7();  LBngley,860 

Relation  of,  to     MoGovern,  654-655;  Lansfley,  860 

Shippers,  can  not  accommodate  indirldnal HcGovern,  069 

SoiU  and  alkali  prodacts  ciiticised .. Bacon,  73-74. 81 

Southern  classification,  discussed  generally. Gnitlandea,  446: 

Talcott. 683-634;  McOovem.6S2.6-'V1.6M,H03,683 

Southern  classification  cammitt«e,  revision  by McGtovem,  6^-6.'i6 

Territories  of __  Langley.860 

TranscontinentuI  traffic,  basis  of _    Stnbl»,7S3 

Uniform,  advocated Bacon,  74. 76. 82-81 

CoDBolidstion  of  railroads _  _    Ripley.  303 

Desirability  and  difficnltiea      Riplev,303. 303: 

Oriswold,  617-610;  McOovem,  676;  Wheeler,  74D 

Disadvantages  of  Jack  of _ Ripley,  302 

Evils  of  lack  of Bacon.  74. 83 

Impractioability Taloott,6S8;  HcOovem,677;  Stnbbs, 706. 767 

Instances  of  lack  of .  Bacon,  73, 74. 81 

Possibility  of Baoon,83 

Proposed  method  of  adoption ,  .  Bacon,  74,76.83.  ^ 

Railroads,  no  tendency  on  part  of  railroads  toward Bacon,  83 

Clearing  house,  railway: 

Advantagesof - Nicholson,  731,738,724,737.730,731 

Advocates  of  ._ - Nlcholaon.  724 

Bosinessof Nioholaon,  733 

Eonomieeof   Nlcholaon, 730. 731 

Employeeaof Nioholaon, 733 

Europe,  existence  in  , ...  - Nicholson,  738 

interstate  Commerce  Commission,  no  connection  with .  Nicholson,  737 

Paeaeiiger  businesa,  no  relations  with Nlcholaon,  731 

Railways,  relation  to Nlchol»oa,733.734,737.739,781 

Syatam  explained Ntobolson,  730, 731 

Universal,  for  America  not  poasible Nicholson,  738 

Coal  (aeoaleo  Anthracite  eotil): 

Biport  trade Fleming.  MO;  Anderson,  643 

Southemports .-    llarkham. 438;  T8lcott,ft38 

United  Stat«e  and  Canada Howes.7U,715,717 

Freight  rates  on Bacon,  75-70;  Woodlock.p.454;  Oriawold.610.630 

Pittsburg  to  New  Orleans - Bryant,  394 

Importance  to  iadnatrial  life Anderson.  643 

Methods  of  marketing  bituminous Saward.  509 

MethodB  of  shipment    - Fleming,  ,539 

Output  of  bituminous Saward,  SI3 

Pacific  coast,  snpply  of . Wheeler,  753 

St.  Lonis.  traffic  at. - Harkham,43e 

Coastwise  transportation  (see  also  Water  transporlatiqn) : 

Baltimore  steamship  lines  described Oriswold.  681.433 

Companies  engaged  in —  McGoveni,664 

Freight,  distribution  of Barne,410 
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Coastwiae  transportation— Continued.  Page. 

Inepection -   - Hayne,  417,418 

Mercbants  and  Uiners'  Transportation  Company,  character  of   .  _  Hayne,420 

Increase  of  traffic  _ ,    Ha}-n«.423 

Passenger  and  freight  compared. Haj'ne,418 

Nationality  of  BoamoD  .  _ Gnillaudeo,  4oO,  451 

Oblisations  of  companiM  onder  United  Statee  law Hayne,  414 

Old  Dominion  Steamship  Company __  OnHlanden, 441-443 

Railroads,  ownership  of  ateamahip  lines  by Talcott.(t28;  WUeoa,e89 

Bates,  ataamship,  differential  in  favor  of  _ HcGovam.  668-664 

Railways  not  affected  by  .  Langley.STS 

Trade  not  interested  in  anbsidy _  ._ .  Hayne,4Sl 

Wa^ea--     -..  - Penze,4ia 

Coffee,  advanced  by  Sonthem  Freight  Claasification  Committee lAngley,865 

Oofcs,  freight  rates,  recent  Increase  discnssed Baoon,  75-76 

Coilina  Steamship  Iiine: 

Loss  of  Bteamera - Howe.704 

Not  beneGted  by  anbsidy Howe,  704 

Colorado,  aUeged  discrimination  againat _ _  ..  QrifBth,  84«-854 

Anthracitecoal, deposits ._.  Saward,919 

Prodnctionin (Jriffith,857 

Irrigation,  development  in Griffith,  857 

Hannfactnresin  .._ Griffith. ftiO. 852 

Colorado  Fuel  and  Iron  Company,  freight  rates  on  prodnota...  Griffith,  850, 862 

Combination  rate,  defined - MoGovem,678 

Combinations,  industrial  (see  alao  Agreement»of  railroads;  Community 
of  interest:  Consolidation  of  corporations;  Pooling): 

Capitalization,  compared  wita  railways Wood  lock,  458 

Proper  basia  of  .. _ Greene.  478, 477 

Promotion,  regulation  diecnssed  Greene,  478, 477, 490-4M 

Competition,  local  price- cntting,  prohibition  opposed Anderson,  651, 652 

Effects -- Bacon, 77;  Parsons,  157, 158, 159 

Private  railways  promoted  by Parsona,157 

Rates,  enabled  to  get  joint ,  - Ripley,  303, 3M 

Reniedies  Hngffested Parsons,  157. 158 

SigniBcance  of Parsons,  157, 158 

Commerce  and  Industry,  Department  of,  establishment  advocated Bacon. 

77,80;  Anderson.  646 

Commercial  museums,  establishment  and  advantages  of Wheeler,  753 

Commercial  organizations  advocate  gtivemmental  ownership  and  oper- 
ation of  toe  telegraph Koberts.  387 

CommisB ion  merchant,  aa  difltiugni shed  from  jobber .  Langley,871 

Commissions,  payment  by  railroads  to  ticket  brokers Lindenberger. 

340. 34.>,  3.52,  SSS,ii57 

Commodity  rates.     (See  Clasinjication  affreight, ) 

Community  of  interest  (see  alao  Agreements  of  railroads;  Anthracite  coal: 
Consolidation  of  railroad*;  Fooling): 

Bankers,  idea  among _._      .._ _ __.  Schiff,775 

Benefits  of HcLeod.  571 ;  SchiB.  770, 771 ;  Langley,  878 

Colorado  railroads  _ _ _.  «riffith,856 

Discriminations,  effect  on StnbbB.765;  Langley.  874. 875 

Economies,  relative,  aa  compared  with  consoUdation Greene.  485 

Effector    --  --  -- Mc(Jovem,678 

Extent  of  the  principle Schiff.77l 

Growth  of    __ _  ,  Sohiff,770 

How  bronght about __   Schiff.77l 

Natnreof  policy Woodlock.4S2 

Origin  of  idea _ _ 8chiff,770 

Plans  of  combining Sobiff,776 

Bates,  effect  on _ Stnbbs,76.'i:  Langley. 876 

Transcontinental  raiiroads...  -..   Griffllii.ajS 

Vanderbilt  roads  and  Pennsylvania  system Woodlock,463 

Commutation  tickets,  brokerage  in Lindenberger,  340 

Competition: 

Between  markets,  importance  of    .._ Gris wold, 015. 634, 625 

Coastwiseveasels  with  railway  lines..  ..  Hayne, 418, 41H. 430;  McGovem.664 

Sailing  vessels _ Hayne.  418-430 

Continuona,  law  of __ Schiff,777  - 
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Page. 
Oonrpetition— Continued. 

Defined    HcOoveTn.6T& 

Freigbt  rates,  regnlatioo _ Oriswold,  «a4, 625 

Indnstrialcombinations. prohibition otlocalpriceoottliiKoppoeed..  Anderaon, 

851. «53 

Oceantraffic Stnbbs,  758 

Bailroads,  abolishment  of,  only  remedy  for  rat«  catting Ripley  290 

Effect  of,  on  (acilitiee  offered _ .  Ripley,  2W,  295 

Onrates Bipley, 286, 396:  Thomas, 052 

Elements  of     Qriowold,  616 

Injntions  to  railway  interests HArkham.433 

Paralleling.  wastefnIneBS  of    .._  __ Thomae. 551 , 3.19 

River  trauBportation  aod  railroads. Harkham. 425-431 

Ticket  brokerage  fBToriible  to  . Lin  lenberger.  350 

UndereirabiJity  ofex.  essive Thomas,  550, 5-51 

Sontheru  transportation  lines    Onillanden.  445-146;  Talcott,  637 

Tel^apb  uompanlea.  bodinees  better  done  througb  ._ Chandler,  804 

Western  Union  Company  and  Postal  Comiiany.  competitors..  Chandler 

195.301,903 

World  markets,  effect  in  keeping  down  freight  rates Thomas,  551,553 

Conciliation  (see  also  Arbitriilioii): 

Desirability,  for  settling  labor  disputes  _ Ore«i)e,474 

Con^esaional  committees,  advocate  goTemmental  ownership  and  opera- 
tion of  telegraph Robcurts,  266. 267,368 

Connecticut,  railway  discrimination  in Pareons,  133 

Consolidated  Qas  Company  of  If  ew  Tork: 

Capital  and  bosiness of   ._ Beinis.S7 

Relations  with  United  O-as  Company  of  Philadelphia Bemia.  87 

Conaolidated  Rubber  Tire  Company,  capitalization  and  patents  .  _  Rice,  733, 734 
Consolidation  of  corporations  (see  also  Combinationt,  Industrial): 

Bconomiesin .._ _ _.  Bemia.86 

Electrical  indnBtrioa,  economies  of Foote.  116, 117 

Gas,  effect  of .  on  price  of  £emiB.U9 

Qaa  cj>mpanieB  in  Grexter  New  Torb Bemis.ST 

Lighting  plants,  advantages  of Foots,  116 

Proposed  method  of  regnlatioD Foote,!!? 

Telegraph  com  pan  iee     _ _._  Clark. 213,214 

Tendency  toward _.  ._ Bemie.86 

Consolidation  of  railroada  {see  also  Community  of  iit(eres(): 

Advantages  to  railways  and  commnnity    ...  Greece.  473, 464, 487;  Adams,  839 

MaBsachnaetta Jackson. 847 

Clasaificatioc  of  freighc,  eSect  in  promotmg  uniformity    Greene,  489 

Cftiiitalization.  effect  on   ..._ Rice,740 

DeBJrabiiity  .  ...  _. _ Adams. 829 

DiHcriminations.effecton Greene.487;  McGoveni.683 

Economies  effected  by ,. Oraene,485i  Thomas.  559 

Effects  discussed _ _ Kice,  743 

Eitentof  _ ParBons,149 

Pinantes. confusion  of,  through  leased  roads __.   Rice.  739 

General,  not  desirable _ .. McGovern,682. 683 

GreatNorthern.NorthernPacificandBurliDgton..   Wbeeler,747:  StubbB.765 

Law  forbidding.  Minnesota _     _ .  __  Teiabprg.  (364) 

Pooling,  does  not  do  away  with  the  desirability  of--  ■...  Wheelei'.748 

Prohihition.inflnence  in  leading  to -- _   ..  Wood  lock,  463; 

Greene,  473;  Thomas,  ."iSS;  Anderson,  S41 

Preferred  stock,  attempt  to  pay  dividends  on,  by  means  of     Greene,  473 

Rates,  effect  on Woodlock.  463;  Greene.  .184, 487 

Sonth.sQggested  eiMnt  of,  in McOov8ni,68! 

Tendency  toward Bacon.  77-79:  Woodlock,463;  MoOovem, 682-683 

Southern  States --  - Dnnlap,3 

Transcontinental  Fiiilroads, effect  of Wbeeler,74T;  StubbB,76S 

Union  Pacific  and  Sonthem  PaciOo-  Woodlock,  462;  Wheeler,  746;  Stubbe,764 

Wages.effecton Fnll«.7l 

Construction  of  railroads  (see  also  Cost  of  eonittrueiion): 

New  Zealand,  bow  regulated  in Parocms.  101 

Paralleling,  instances  of Grls wold,  616, 633 

Legislation  restricting,  advocated    Thomas,  551,5.59 

CooperatiTe  associations,  California  fruit  prodacera Stnbbi,  768 
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Cooparfttive  Telephone  Company,  of  Grand  Rapids,  Wis ParsonB,888 

Copenhag'en.  telephone  Beirioe, rates,  etc B«tbe11, 808 

Copper  wire,  nae  in  talephones._ __ Hall, SIT 

Cornelia  and  TaUulah  Fall*  Hallway,  bneiness  described Danlap,l,2 

Corporations  (see also  jlecounfs;  Combi-iiatious.induitHal;  Conaolidalion 
•if corporations:  Pubtirily;  Promotion): 

American.  molhodBof  business  compared  with  foreign Qreene,  498, 405 

Directors.  reHponsibility  of . ..-     Greene.  4B5 

Dividenas.  how  declared SchifE,778 

tSto^K  in  scrip  dividends  prohibited.  Massachnsetta —  jBcksaii.&44 

Federal  laws  incorporating,  deprecated  _ Oteene,  483 

Honestyof    -  — Schitt.TTS 

Limited  liabi  it)",  advantage  of Qreene,  490 

OfBcers.  respirasibility  of _  .,_  _ Greene, 495 

Patents,  methods  of  promotion,  for  exploitation  of  .- Rice,  733--T34 

Regnliiuoii.  undeairal): lity  o(  excessive _ Greene. 4l)8-4U5 

Beports,  desirability  of  requiring  . _...     Woodlock. 460, 41*7 

Stock.  GoTernment  regulation  of  increase  of,  advantages  of Ripley,  808 

Holding  of  shures  of  one  corporation  by  another Greene,  478,481 

Stockholders,  list  of.  right  to  inspect     . .  Greene.  477, 478;  Woodlock.  460. 467 

Minority,  protection  of - Greene, 471. 488, 489, 495 

Venalityof.     Foote,115 

Oorporaiicn  laws: 

Liberality,  increased,  advocated _ Greene,478 

New  Jersey,  discussed Greene. 477, 478 

Power  over  railroads  tbrongh,  in  Hasssohnsetts  ..- Ripley. 292, 2S3 

Cost  of  conetruct:cn  (lailroads); 

Federal  Government,  investigation  of,  advocated Adams. 381-384 

Freight  rates  not  to  be  considered  in Woodlock,  457 

.^lichigan.  investigation  ot _..  .._  _,  Adams. 374-382 

Minnesota         - Teisherg.BtW 

Relation  to  rates  and  cnpitalizatioii    _.- _-.  Woodlock,  457, 458 

Coat  of  operation: 

Decrease,  tendency  toward... ,. Bacott,84 

Expenses,  how  cJassifled -  Markham,  437-438 

Factors  of .__ Parsons,  140, 141 

■■Fi.\ed  eipenae,'  defined '_ .  Uarkham,  437-486 

Reduction,  recent,  due  to  experience Greene,  486 

Relation  of  fixed  and  variable  charges Stubbs,763 

Gotten: 

Export  transportation  routes Griswold.O^Si  Talcott,638 

Exportsof _ Markham, 481 

"blo.it  ng  cotton."deQned;  advantages Markham, 440 

FreiKht  rutse,  Carolina  and  New  England  points Davant,  S,6 

To  foreign  ports. bow  made  _   _ Markham,  442 

Memphis  Ireight  rates _ __ Davant,  ,^i-8 

Pooling  n  cranaportatonof Davant.7 

Receipts  at  New  Orleans     - -   - Markham.  426-137 

Water  trinaportation. effect  on  ratesfrtan  Memphis ..    Davant,6.7 

Cotton  bales,  advantages  of  ditlerent  kinds Bryant,  3U0, 3U1 

Cotton  factories: 

Denver,  conditions  in.    ..    .- -  Griffith,  SSS 

Railroads,  assistance  of  _ .,.  Dunlap,3,4 

Southern  States  discrimination  in  freight  rates  against Davant,  6, 6 

Cotton  goods: 

Bill  of  lading  accompanying, effact  of Lang]ey,866 

Difficnliies  of  olassitication Langley,8'*" 


n  cotton    __ Dunlap.S,  . 

Sont.hernStates, low   Dnnlap,3,4 

Cotton  schedule: 

Different  terms  of  _ Langley,866 

DifiicnUy  in  classifying   _ _ Langley,88B 

Cotton  traffic,  Hmnnnto'.  from  South  to  North Langl.'v.J^lii.HIH 

Couplers,  engines  should  beequipiied  with  automatic -  .  .    ..     Fuller,  41 

Courts,  strikes,  attitude  regarding Fuller,  70 

Cowen,  John  K.,  evidence  before  the  Indoatrial  Commission,  referred  to. 

Fuller,  34, 48,52,68 
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Coxe  Brothers  &  Co.:  P>ee- 

Anthracite  coal  bnainefls Steuiu.  STS,-'i96 

Lehigh  Bailroad,  sait  regordiug  RuthraciM  freight  rates  . . .  Haddock,  535, 535 

Cullom  biU,  adTocftcy  of WiluoB.iOO;  Langley.8T7.878,880 

Cutting  of  rates.     (See  DincrimiJtatioTia  beticeen  persons) : 

Del^7,  Patrick  B.,  luventions  of - Hitchcock,  891 

Delaware,  capitalizatJon  of  atreeC  railways  in Bemis,  89 

Delaware  and  Hudson  Railroad,  relation  to  other  oompaniRB ..  HarriB.eOtt 

Delaware,  Suaquehanna  and  Schuylkill  Kailroad,  anthracite  coal  basi- 

neea Woodlook,45l;  Steftm8..'>r6,577,590 

Democracy.  asafEeoted  by  industrial  combinationg _ Parsons,  1.%.IS9 

Demurrage  charges,  Minneeota Teisbe^,d60 

Denmark,  law  of,  as  to  seamen .,   .   Penje,  413 

Denver: 

Base  line  for  freight  rates  at,  advocated Qriffith,  849, 851 

Cotton  mills,  conditions  in _ .     _ __.  Qriffith.H56 

Decision  of  Interstate  Commerce  Commission  regarding  rates  . .  Wheeler.  746 

Stnbbfl.  760 

Discrimination  against,  in  favor  of  Eastern  cities Griffith,  854, 857 

Freight  rates  to - Qrlffith,850,855 

Gulf  transportation  to.  rates  of Griffith.  850, 8.MI 

Jobbers,  alleged  discriminafon  against Griffith,  854 

Manniactoresat -- Griffith, 850, 832 

Pacific  Coast  rates,  alleged  discriminution  in __ Griffith,  848--85b 

Policy  of  railroads  regarding  rates..-       .    StabbB,i60 

Department  of  Commerce  and  Industry,  eetablishment  advocated 

Bacon.  77, 80;  Anderson,  045 

Department  of  Labor,  investigations  of .  in  telephone  service Bemis.  101 

Department  of  Transportation,  establishment  advocated Bacon.  77.80 

Department  store,  effect  of,  on  jobbing  trade Langlev.872 

Depreciation  of  corporate  property,  method  of  accounting  for Greene,  493 

Detroit: 

Electric  lighting.- Beml8,98;  Foote,  114 

Grand  Army  building  in Foote,  115 

Telephone  eerrloe Bethell,807 

Differentials  between  cities  (see  also  DiaerifnituUiOTU  betireen  placM): 

AmonntB Griswold.  014, 615.630 

Deprecated Lai)gley,S73 

How  fixed --- McGovera,664 

Scale  of ,  from  Chicago  to  Eastern  seaports ..  Langley,873 

Seaboard  cities,  origin  . - Oriswold,613,615 

Practice  discQBSsd        .  _ _ _ Oriswold,  614, 615. 630, 833 

Unitied  control  of  railroads  not  likely  to  remove. Griswold,  033, 634 

Disasters,  lake  vesee  s,  howcaneed Pen^4IM 

Discharge  of  employees,  lajnstioe  in  certain  cases FDUer.lS 

Discipline, employees',  methods  dlscnssed  Kenerally...' Faller,lU-13 

Discriminations,  general  (see  also  Export  raU-x;  Import  freight  rate*): 

Community  ottntereet,  effect  on Laagley.  874, 875 

Detr. mental  to  the  South Langley.8e5 

Excursion  rates _ Langley,859 

In  passenger  raLes,  ticket  hro'ier^gediminiabee Linden berger, S3S 

Stability  of  rates,  desirability Thomaa,550 

AfiEeoted  by  railroad  consolidation. Greene.  487;  McGovem,  683 

Discriminations  between  persons  (see  also  Untlerbiaing;  Underdamiji- 
cation  of  goods): 

Alkali  products,  existence  denied Bacon,  84, 85 

Causes     ..,    Parsons,  138. 133, 133 

Colorado,  conditions  in Griffith,  S.'Ui 

Competition  prevented  only  by  abolishing _.    Ripley, 390 

Competitive  points,  chiefly  at  Ripley,397 

Cooperation  of  railways  to  maintain  rates  Wilson.  6U1 -692 

Decrease  of  rate  cnttiDg Woodlook, 464;  Griswold.ON;  Anderson,040 

Different  kinds  of  Paraons.126 

Effect  Renerally  _ Parsons,  126, 187;  Bipley, 388-1S89 

Crt-ated  by  monopoliee Parsons.  133 

Large  shippers  in  favor  of Parsons,  131, 133 

Empty  cars, effeot  small _  Qri8wold,Q33 

Evils  of  ... Parsons,  136 
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Discriminations  between  psraonB— Continued.  Pa«o. 

EiiBtenceor.disonsaed    ...     ..     Ripley,  286-287;  McGtovern.  674 

Eitentof      _      WilHon, 6»5-6»6 

Fast-freifCht  liaea.  rate  cuttin);  t:^.  possibility  discnwed Oriewold,  613, 614 

Freight  boies - Langley,876.877 

Georgia,  existence  denied Enmlap.2,4 

Government  ownership, removed  by  _.._■ ParsonB,  129, 188, 134 

IllnatratiODB  of  _ - Parsons,  128-133 

Legislation,  fsilnie  to  reach Wilson,  007 

Methods        --     .    Parsons,  128,133;  Ripley.  287, 388 

UnderclassiHcation  and  nnderbilllDS , RiiJey,  288 

Minnesota, existence  of TeisDerg.366 

Oil  companies _..._ Parsons.  130 

Penalty. saggMted modification --- McQovern.i)73-674 

Practiced  by  maniifattnring  interests  _ Howes,  718 

Public  opinion,  indifference  toward Wilson,  697-6118 

Rate  catting  deprecated -.  Nicholson,  728 

Effectln  causing Ripley,287;  Wheeler, 748 

Effect  on  trafBc  discua-ed ariswold,61& 

Railroads,  attitude  toward Ripley,  266, 201 

Kemedieafor __ Bryant,  390;  Griswold,615 

Water  tmnsportati on -.      Qriswold,614 

Redaction  ot,rea.-onB __ _ OrifBth, S.^ 

Southern  railways - -.   Wilson, 688-689 

Stability  of  rates  in  Sioulhern  lerritory  .. Wilson, 689,886,(198 

Telegraph  companies,  practices  disc.issed __ 

Clark,2lO  211,238;  Randall,S44,257;  Roberts,  278 

Uniformity  of  rates,  desirability Nicholson,  727, 728;  SchifE,  770, 771 

Unjnstillable  in  carload  and  leas  than  carload  rates  _._  Langley.863 

Discriminations  between  places.     (See  also  Baning-poini  syglem;  Differ- 
entials; Smtiliern  States.) 

Generally .:. ..     Bryant, 387, 390 

Abolishment. effect  of  .      .  Ripley,205 

Atlanta  and  Birmingham  rates,  compared McQovern.680 

Atlanta  and  Savannah  rates,  compared McQovem,  681 

Causesof       _  .  _ Parsons,  128, 132, 133 

Chicago  to  Charleston,  rates,  how  made _.   Mc Govern,  084-686 

Chicago- Norfolk,  rates,  how  made - McGovem,  6S4, 986 

Cities,  effect  on     ...   _ ".  -  Parsons,  12G,  127, 139 

Competition  of  markets  will  not  permit  serions _.   Anderson,  638 

Competitive  points,  character  of Mar kham,  436-187 

Differentials,  establishment  of .  Markbam.429 

Howfiied __ __ McGoTem,664 

Eastern  and  Western  rates _ _.  .  Langley,372, 878 

Effect  of   -- Parsons,  150;  Ripley,  295 

Freight  traflSc,  Southern  points,  conrse  of,  from Guillandea,  447 

Long  and  short  haul,  alkali  prodacts,  di  crimination  referred  to_._  Bacon, 85 

Discrimination  jnstifled  by  water  transportation    _. 

Wheeler.  746;  Stnbbs,  757, 758 

Justified  within  limils   _ Davant,  6-8 

Georgia  railroads,  conditions  on Dnnlnp,  1-4 

Intermediate  points,  effect  of  discrimination  on.  Davant,8:  NirholKon.  726 

Minneesota  law _ _..__   .  .     __  TeiabeTg,3e3 

Practical  workings  of Ripley,  38.'),  293, 297 

Railroad  competition  as  jnstifying  discriminations  _ .   Stabbs,  760 

Soathem  and  New  England  cotton  mills Davant,-'i-8 

Transcontinental  trafQc.  discrimination  in,  jnstified     Stubbs.7.^^ 

Long  and  short  haul  clause,  basing-point  system,  relation  to Wilson,  687 

Effectof.--.;  -.-.  Ripley, 30.), 289 

Evaded  by  railways...- Bryant,387,880;  Griswold,  625,826 

Observance.    .  Talcott,630-93a;  Griswold,816 

Southern  railways, abrogation  by Quillanden, 417;  Wilson,  896 

Suspension  of. .  .  .  ._ _ _ Bryant, 380 

Methods .-- Par8on8,128 

Montgomery  and  Mobile  rates  compared  .   ._.   ._ McGoveTn,881 

Noncompetitive  places,  high  rates,  etc Bryant  390 

Paciftc  coBBt,  rates  from  Eastern  cities  to  .   Wheeler,  743-7''>D;  Stabbs.  7 5U-761 
Pittsbnrg.  injnted  by - Anderson,  639. 640, 647 
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Diacrimiiiatioiia  bet-ween  places — Continued.  PuKe- 

Practice  condemned GriBWold,617 

Rigrhbi  of  localitiee  to  their  natural  advantage 'Wbeeler,74a 

Raral  commnnitieB  effect  on       ..       Parsona.  136. 127, 136 

Sonthern  States  conditions  in. .  .Ripley,398-29B;  WilBon,fl98:  Onlllandeu, 447 

Principle  of  rate  BjHtem _ McQoTem.678 

Standard  Oil  Company,  fnvored  tir Parsons.  130 

Ticket  brokerage  depends  on  existence  of LindentierKer.  S-W 

TranBcontinental  rates  dne  to  competition  of  Canadiftn  Pacific.  Wheeler, 748 

Stnbb8,783 

Diatrict  of  Columbia,  uapitolization  of  street  railways  in _.  Bemia.Sft 

District  of  Columbia  ■uprem.e  court,  telephone  case,  decision  of,  criti- 
cised  -- Pareons.  176-179 

Dividends  of  corporationa: 

How  they  should  be  declared ,  Sebiff.  778 

Proportion  of,  on  Southern  railways Marbhitm,  436 

Western  Union  Telegraph  Company  . ._ Kril)ert8.  270 

Drunk enneaa,  diminution  among  railway  employees. Anderson,  638 

Eaming-s  of  railroads: 

Bonds,  low-interest.  leavi-B  more  for  stockholders   ..... ..   Qreene,  4S6 

Increase,  recent.  oauHosoC Qresne,  486:  Nicboleon,  T2S 

Net.  per  mile Bemis,  91 

Passenger  receipta Bemis.  91 

Proportion  of  on  Southern  railways Harkham.  436 

Eaming'B  of  telegraph  companiea: 

Advantage  of  cable  lines  over  land  lines Chandler.  303 

Western  Union  Telegraph  Company Clark,  310;  Roberta,  371) 

EEWtem  Trunk  Line  ABSociation; 

Freight  differentialN  in Lanfilsy,  >^7M 

Railways  embraced  by      Langley.  873 

Electric  light: 

Capitalization  of  private  plants.  Bemla,  89 

Chfinges  from  private  to  pnblic  operation  of Bemis.  08,  99 

Cost  of  pnblic  plants  in  American  cities  . .     Bemis,  88,  98 

Gas,  relative  cost  of,  as  compared  with Adams.  '-182,  3!i3 

fulilio  and  private  service  compared Parsons,  140:  Adams,  383 

Massachusetts Adams,  378-280 

Electricity: 

Application  to  streBt-i  ail  way  ay  stems,  effect  of Adams,  835,  838 

Economic  value  for  light  and  power Foote,  108 

Elevators; 

Combination,  not  known  to  exist Teisberg,  370 

NewOrleuns __  .   .  Bryant,  S93 

Policy  of  railroads  towards.  Minnesota         Teiaberg,  870-373 

Private  policies.  Minneapolis.,..      Teiaberg,  367,  868 

Sites  on  railroad  land,  law  providing.  Minnesota  ...   . _.  Teisberg,37U 

Sttite  regulation,  Minnesota     . ..         .    .,   Teisberg. 367-370 

Superior,  Wis.,  under  Minnesota  reKulations   ....  ..  TeiBberg,373 

Elkbill  Coal  and  Iron  Company,  purohase  by  Ontario  and  Western  Rail- 
road  Childa.497 

Employees,  railway  (see also  Emploffnienl;  Labor): 

Comparison  with  voting  population Parsons,  184 

Government  ownership,  effect  on..    Parsons.  163,  164 

NnmbiT  of Puraons.  163 

Rnles  regulating  conduct Fuller.  10. 18 

Strain  ot  work,  increase  in   . . Fuller.  IS 

Employers'  liability: 

DiscuBsed  generally   .      . Fuller.  a.'>-40 

Common-law  doctrine,  injustice  in  present  conditions  .'. Puller,  35 

Court  decisions,  summary  of    Fnll«,  37-40 

Defects,  liability  for,  decisions  regarding Fuller,  38 

Employees  should  have  same  rights  as  eeneral  pnblic Fuller.  Sn,  40 

Federal  courts  not  bound  by  decisions  of  State  courts Fuller,  37 

Fellow  servants,    discriminations    drawn    by    courts    in    Pennsyl- 
vania      FoUer.  87-40 

Liabi  ity  for  acts.  advo:ated Fnller,S5,40 

Legislation  and  court  decisions  regarding,  in  Pennsylvania Fuller,  3^-40 

li^islation,  oontnsed  condition  of.. FoUer,  40 
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Employera'  liability— Continued.  P»«o- 

Re^rding  contributory  negligence,  advocated _ Fuller,  42 

Bj'  Congress,  advocated -.,- -  Fnller,  <0 

Extension  Of,  effect  in  preventing  accideute Fnller,  35 

ByStatea -.- Fnller,  83 

Bailrodd  iirotherhoodH.  resolntious  regarding Fnller.  36 

Railroads. unjust  eftorte  to  evade  .-.  Fuller,  49 

Belief  department,  release  from,  obtained  by Fnlter,  43, 5S,  59-6ft 

Employmenc  oa  raiiwaya  (see  also  Employees;  Labor): 

Age  limit _ Fuller,  10 

Application,  form  of  _ _ Fnller,  13,14 

Employers,  correspondence  with  former Fnller.  13-15 

Litigation  with  railways,  questions  concerning,  criticised Filler,  13,15 

Teems  and  condition  of  entrance,  geuerallr Fuller.  10.15 

Engines,  safety  appliances  ahonld  be  requirea Fuller,  41 

England: 

Auditor  of  accounts  in __ Bemls,  03 

Canadian  diiierential  tariff ,  benefited  by Howes.  716,718 

C:ipJialixation  of  corporations,  regulations  r^arding Woodlock.  460,461 

Uaidtalization  of  raiii-oada _ Woodlock,  461;  Thomas,  !)51 

Federated  British  Empire,  possible _ Howes.  717 

Postal  serricein _ _.  Clark.  20S 

Public  Hnd  private  monopolies  in _._  Bern  is,  94 

Public  utilities,  ownership  In Bemie,  103 

Regalation  in _ _._ Bemis.  93 

Railroads,  service  and  rates  compared  with  American Woodlock,  460, 461 

Sailers,  wages  In Penje,  41S 

yhip  subsidy. policy  of --- - Ifowefl,707 

Street  railways  in,  operation  of Bemis.  102 

Telegraph  system. diecnased  generally Clark.  216-2^0,335 

Compared  with  United  States - Parsons,  8S6, 887 

DeHmtof  ._ Clark.  211-318,215,22.1,331:  Parsons,  888.  MW» 

Espenaes of  . _ _ __ Clark,  220 

Favored bv government _.  Parsons,  126 

Statisticsdf CI«rk,21J.220 

Telephone conditionB_ Bethell.  797-803 

Telephone  service,  operation  of Bends.  100 

Trade  with  ^ew  Orleans Bryant394 

Erie  Railroad; 

Anthracite  coal  business _.. Thomas,  MS-SoS 

Capitalization  .  .._ I Thomas,  -551,559 

Freight  rates  on __  Thomas,  560 

Overcapitalization. _ _ Woodlock,  453, 456 

Purchase  of  Ponnsvlvania  Coal  Company Woodlock,  453;  Qreene,  475; 

Haddock.  521:  Thomas,  ■>52.5>{:  McLeod,  .572;  Steams,  539 
Stocks, prices  of .,  Woodlock.  456 

Erie  and  Wyoming  Valley  Railroad,  purchase  by  Erie  RHilroad.  .  Thomas,  55S 

Europe: 

Lalwr.low  cost  of Hall,  819 

Telegraph  service  in  . ,.    Clark,  307,208 

Telegraph  service  rates.  ..   ..     Randall  314 

Telephone  service  in Betbell,  784,78.5.787-807;  Hall,  819 

Biamiaation,  physical,  of  railroad  employees Fuller,  10, 13,14 

Excursion  tickets: 

Dealt  in  by  brokers Lindenberger,  319 

Discrimination  in  rates Langley,  859 

Export  rates: 

Advantage  in  malting,  lower  than  domestic Qreene,  464, 485, 487, 404 

American  producers,  justiflabi  ity  and  advantage  to Thomas,  557 

Canadian  roads,  not  lower  on .,   .   Ripley,  209 

Discriminations,  besring  on  personal Blpley.  301 

Grain  and  steel  rails Anderson,  043 

Import  rates  compared  with Langley,  870 

Interstate  Commerce  Commission,  position  in  respect  to.. Ripley,  209 

Justification  of  ma'iing  lower  than  domestic Greene,  484, 485. 487. 404 

Local  rates,  comparison  with..    ._ _ B:p1ey.30O 

SngremeConrt,  jmsition  in  respect  to Ripley.  290,300 

Uniform  from  east  of  the  Mississippi  to  the  Pacific .,. .  Rfplejf,  299 
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Export  trade:  P>«». 

Adaptation  of  goods  to  demanil,  desirability  of Wheeler,  753 

Anthracite  coal ..    _ McLeod.SBT 

Coal   __.   Fleming, 540 

Fruit,  canned  goods,  California Wheeler,  75it.  754 

Importance  to  tlomwiic  prosperity Greene,  484, 485, 487, 4»4 

Routee,  Southern. .     Talcott. 638.  S20 

United  States Markham.4ai 

Bxpresa  companies  sbonld  be  under  Interstate  Commerce  Commission.  Adams,  ^t86 

Fauurea  in 'buaineBB,  reeaons  for _.  .__  Foote,  Mil,  itv 

Faat-&eight  lines: 

Accountingof   _ Nichaleon. 734 

Billa.systemof prorating___ .     ...  Nicholson, 7 2U, 780 

Bnsinessof  - Nicholson, 734. 733.7^8, 739. 731 

Character,  former  and  preaeot. _ QTiswald.  613,811 

Discontinnance - -.  Nicholson, 738 

Division  of  enmings Nicholson.  723 

Expenses  of,  how  paid    _ _ Nicholson,  73  L 

Originof Nicho  Bon.7a4,731 

Ownershipof _.,  Nicholson, 73 1 

Kates  paid _ Nicholson,  735 

Relation  to  railrouds _ .  Nicholson,  724.  Tit).  738, 729, 731 

Vftnderbilt  railway  system  _ _ _.  _ Nicholson, 724,735 

Federal  incorporation  law  deprecated ..  Greene,  482 

fellow  servants.    (See  Employer'a  liabilily.) 

Fishery  industry: 

Described Howes, 717 

Not  desirable  to  Americans Bowes,  717 

"Floating cotton,"  defined  and  discnssed Marbhain,440 

Flour: 

Oriental  trade  in Wheeler,  751 

Kates  on.  oompHred  with  export  rates  on  gr^n Thomas,  5.')7 

Receipts  of,  at  New  Orleans Markliam,427 

Flour  HiJla: 

Conso! illation  of,  in  Minnesota  _ Langley.STO 

In  PennsylTatiia  district ■..  .  ..  Langley,870 

Food^  of  sailors.  Merchants  and  Miners'  Transportation  Compwy  . .  _    Hayae,  41S 

Foreign  bom: 

Anthracite  coal  minee  Steams,  595, 5M 

Longshoremen.  Qreat  Lakes,  nationality  of Barter.  310, 811 

Proportion  of,  as  lake  sailors Penje,411 

Foreign  vessels: 

AtNewOrleans Bryant.  (398,390) 

Crews  of Biyant,4(K) 

Forgery,  name  of  porchaser  of  ticket,  discussed    _.   Lindenberger,  3.'>4, 356 

Franking  privileges.     (See  Telegraph.) 

Railroads,  government  rights  of  piirohaae Adama,3S6 

Relation  or  State  to Adams,  386 

Telephone  service  condition Bethell.787.788 

French  i^i ties  compared  with  similar  American  cities Bethe)1.7(l7 

Trade  with  the  Unitea  States _. Howes,  714 

Franchises: 

Methods  of  acquisitions,  tel^rsph  companies Chandler,  100 

Perpetual,  in  England  .._ __     ...  Beml8.94 

Howtoabolish Bemis.80 

Street  railways,  indefinite,  imve  worked  sattefactorily Adams.  829, 830 

Valne,  railroads,  method  of  computing Adams, 375-379 

Frazier  v,  Pennsylvania  Railroad  Company,  employers'  liability  case, 

diacuaaed Fnller,:W 

Frederick,  B.  L.,  letter  regarding  railway  relief  departments Faller.52 

Free  ships,  not  the  same  as  free  trade Howes,  713 

Freight  oommitteeB,  local Griswold.flia,  613 

Freight  inspectors: 

Dntiee  of ,  in  relation  to  freight  traffic .  LBngIey,867 

Experts  in  their  busintsa    Langley.SaS 

Rules  governing  their  dntles.     . Lrtngley,8a7 

Railroad  awociation!>,  employed  by Lang'ey,868 

Venality,  opportunities  of,  for Iiangley,868 
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FBga. 
FMi^'lit  rates  (aee  &1bo  CUumJlcation;  Diaeriminaliomi  betweea  citiea; 
Export  ratcK) : 

Abeolnte  nmonnt  leaa  importiuit  than  nnifortnity TeiBberg,  366 

Adaptability  of Schiff,774 

AdTanoeein LaDgley.SflO 

tUilroadH'reHBonafor  --       ..  Langley.86B 

AJkali  prodncto,  discussed BacoQ,72-76.80,81 

Average. Markham,  480.43S 

Comparison  of Parsons.  133 

AverH^e  ton  and  i>aB8enger  mile Parsons.  137 

Blanket  dtwcription, case  regarding Wbeder, 74-5;  Stnbbe.759 

Boeton  _ Howes.TOO 

FromWest Howes, 701 

Boeton  trade. effect  on Howes.70i 

Brokerage  in,  if  possible,  would  be  advantageona Lindenberger.  340 

Canndian  railroads. effect  of  competition..-    Thomas,  5-^ 

Changes  should  not  be  made  of tener  than  yearly Bacon,  76, 88 

Sudden,  instances  of Bacon,74 

Claseilicationof  freight,  how  affected  by. Markham.434.430; 

McQovem.  654,  B-W,  677 

Relation  of,  to -    .         -.      -..     Langley,860 

Coal,  l^iladelphia  and  Baltimore _..  Gri6wold,6l9.630 

Coal  and  coke,  recent  Increuae  diBcnssed  .  _ _  _ Bacon,  75-70 

Commodity  rates,  how  affe.^tinn —  .  -   _.:.  Nicholson, 737 

Com mnnity  of  interest,  effect  of  a Markbom,  433-433;  Langley,  874, 87S 

Comparison  of,  Americnn  and  European Parsons.  133.136, 137 

Difficulty    _ -  Parsons,  137-130 

Competition  of  world  markets,  effect  on Tbom)tB.>Vi1.5G2 

Competitive  influences  restricting  Ori8woid.624,62& 

Consolidation,  effect  on _ Markham,  432. 433;  Woodlock,  463 

Cost  of  constrnctlon  should  not  be  considered  in  determining. .  Woodlock,  457 

Cost  of  duplication,  relation  to --. .  Woodlock.  457,458 

Cotton,  from  Southern  ports  to  Liverpool _ Uarkham,  443 

Cotton  goods,  disonsseil -.  ..   .   DnQlap,3,4 

BHteB  as  affected  by  inspectors Langley,H6fl 

Cutting ot  {eeo  DiscrimiHalumsbettrKenperKonn,nite cutting)   ...   Ripley, 286 

Decrease,  railway HM-kbam,  420^31 ;  ScbiH,774 

Caoses TeiBberg,384;  Markham, 428-431 

Comparisons ParsonB,13e 

During  twenty  years - ThomaB,560 

Denver,  from  l::astern  cities Griffitb.a'>0,851,a'i6 

Differentials Oris  wold,  614, 615,  oao,  633 

Duprecated -.     Langley,873 

How  filed  _ _ Hcaovern,664 

Scale  of,  from  Chicago  to  Eastern  seaports Iiangley.872 

Discriminations  in.  between  East  and  West Langley,  873, 878 

Distance,  relative  to ..     Talcott.  680, 631 

Freight  committees,  local  power GrlswoId,6ie 

Gtovernment  ownership,  effect Parson8.137-I30, 148.145 

Grain,  decrease,  effects Teieberg,367 

Decrease,  Minnesota    . --.  Teis berg, 364 

Rebates  to  elevators,  Minnesota  _ Teisberg,  372 

Import  and  export  compared- -  Langley,870 

Increaseof Wilson. 698-699 

Effect  in  restricting  bosiness  ._ Elacon,76 

Recent,  diecuBsed Baoon,  74-79;  McQoTem,6.'>5-658 

Inflnence  on  country's  development .     McOoYarn.686 

Inflnencas  affecting  . .     .  _     .  _ _     Markham,  428-430;  Gnillanden,  446, 447 

Inlancland  through,  compared. Langley,870 

Interstate  Commerce  Commission,  not  a  function  of .  _ Liangley,881 

Should  have  power  to  disapprove Langtey.882 

Iron  and  steel  products,  Colorado GrifBtb.  8r>0, 853 

Jobbing  trade,  effw^t  on Langley,871 

Local,  compared  with  through Markham,  437 

Reductionof .._ _.   Mnrkh&m,487 

No  reduction  of ,  in  New  England _  Parsons,186 

MisaiBsippi  River Bryant,30l-393i  Markham,438-480 

Howregnlated  ._ Bryant,  891 
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FreUflit  rates— Uontinned.  Pwe. 

Misslasippi  River — Continned. 

Rates  affected  by Markham,  428-480 

Reduction  of..  -- _ Markham, 4-'W. 431 

New  York  Central  Railroad,  mFixiiiiiiin  on  _ .  Schiff,774 

Ocean  competition  preventH  compensatory Stublie, 7,'i8 

Ocean  rates,  inflnenoeon  railways _..  H  arkham.  439 

Ocean  transportation Whee]er,750 

Overcapitalization,  eSeot  on Woodlock,  456 

Paper ___ Gmwold,6l9 

Policy  in  making Paraoua.  134, 189:  Markham. 434:  Wilacm.sgs 

Complesitiesof Markham,  428 

,  Poetage  stamp,  California  frnit .._ Stubbs,  769 

■    Power  of  railways  to  red  nee  rates   -   Wilson.eSI;  LaDgey,8»2 

Proportional  and  tlirongh  compared MoQovem,  877 

Rate  wars,  abolition  desirable _     _  _ Teisberg,  385 

Transcontinental  railroads,  competition  with  ocean  transportation 

Wheeler.  744 
Reusonableness,  American,  lower  than  in  any  other  country . .  .Woodlock.463; 

Thomaa,  5,'il 

Desirability McGorem.  6(17, 666 

How  determined  in  Minnesota ..   ___ _ -.  Teisberg. 362 

Maintenanceot' exceesive,  bymonopolisticpowerimpotitic  .  Thomaa.  .'h'il 

Basis  of  determination  RipIe7,291,2U2:  Adams,3S0.38l 

Sodaash.  baking  soda, etc..  discosaod    .   .  BacOQ. 73-76,80. 81 

Sontbernbtates.  Baltimore  to  Northern  and  Sonthem porta  .GriBWo1d.620,6Sl 

From  the  Bast  and  WeHt.co.iipared Wilson.6ST-63J 

From  New  York  to Qnillanden.  44~i.  446 

Increase diacuBsed Langley  tt83-.  Daulap.^4 

Alwayahighin Langley.8it4 

Stab  iity  of,  in  the  South  - WilBon.tMiM.6a6,6»8 

More  desirable  than  excesaively  low Thomas,  5,'i0 

State  regalation.  Minnesota Teisberg.  :W  1-363 

Systems  of  making Laugley.StO 

Transcontineniat  traffic  reduction  in _  .  _ Stnbra.  76-> 

Tronk  line  territory.  peteent(^[6  system    . GriBwold,  63-? 

Uniform. advocated Bacon. H:i;  Ripley.288.369 

Unreasonable  might  compel  Qovernment  ownership  of  railroads.  Anderson, 643 

Wagea.  effect  of  rate  wars :    FnUer.71 

Water  transportation,  inllaenced  by  river  rates  _.. Markham.  437,441 

Railway  and  river  compared ..._     .   ._   BryaQt.38T.389.390; 

Markham,  136;  QniUaudea,444;  Oriswold, 620, 631 
Freight  trafBc: 

Amonnt  of ,  from  Sonth  to  North _.   Langlay,864 

Effect  of  freight  classification  on  miecellaneons Langley.  870 

Limit  as  to  amount _ _.   ScbiH,773 

Sontbem  territory,  division  of.  by  railways - Wilaon.690 

Through  traffic.  We.stern,ISoathem  Railway, participation Griswold, 618 

Frogs,  blocking  should  be  required  by  law _   _..   ._ Fnller,4i 

Fniit  industry: 

California  Cooperative  Associations _.  .._ _    .. Sttlbbe,768 

AtNewOrleans - Bryant. 397. 398 

Pacihc  ciaat,natnre  and  importance Wheeler. 753,754 

Transcontinental  freight  rates  - -.-  Stnbb8,767 

Fruit  trust: 

Effect  of .  on  prices Bryant.  897. 398 

Estentof Bryant.  3!)7, 398 

Fuel,  sale  of,  by  employers  at  cost Ho1meB.I45 

Puturecontracts,  howaffectedbychanxeainfreightclaaaification  HcOoveru.U66 
Oaineaville,  Jefibraon  and  Southern  Bailway.  business  described.  Dnnlap,  1,3 
Oa«: 

Capitalization  of  private  planta -- .       . .  6einie,88 

Cost  of .  compared  with  electricity Adams.  383,283 

Manufactnre    ,.  - .- Bemis.S0,«6 

Pablicworhs  .  ..     Bemia,88 

Plants,  pnblio  works,  email  and  large  cities Adaiua.383 

Electricity  sapplanting    ._ Adams.  283 

Price  of - -.  Bemi8.89 

In  New  York  - -- BeoUa.W 

Profit  in  selling BemiB,8»,90 
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CFeorgia,  railroads,  coDditions  in Danlap,  1-4 

ENorg'ia  Hailro&d  Commiseioii,  rates  fixed  by Dnnlap,  1,3 

Oeorgia  CeDtral&ailroBd,  owner  of  line  of  steamera Hayne,418 

O-ennaiiy: 

Per  capita  trade  of,  with  tbs  United  Scatui Howes,  718 

Policy  as  to  public  ntiiriial - -    -.. -   ..   Parsona,  153 

Railways- .  Panona,  134.183-137,153 

DiscriminiLtioDBabolIfilied  in Pareona.  133, 134 

Government  ownership,  results  of. --- -Paraons,153 

Rates  on.  tolaborera  ....  _... Parsona,  137 

Sailors,  wa^es  in Pen^e,413 

Seamen,  law  as  to  .-- - Pen]e.413 

Telephones,  conditions  in Bemls.lOOi  Bethe  11, 791-71)3 

OUaKOW: 

Street-railway  ay  stem,  an  Imperf  set  American  sTst«in Adams,  828 

Ratesin      Paraons.  140, 145 

Telephone  service  In _ Beniis,lO0:  Bethell.798 

aiouceater.lCaae.,  nationality  of  those  engaged  in  fisheries Howes,  717 

Good  will,  capitalization  of  valne . .  Greene.  4S0. 401 

OoTemment  improvem ants,  Miaaiasippi  River     Bryant,  3{»3 

Oovemment  licenae,  for  ticket  hroiLers,  suggested . Lindenberger,  338 

Ooveroment  ownerahip  (see  also  Municijial  oicnerahip  of  public  ulil- 
idex): 

Advantages  of -..   Pitrsons.  Ul,  143,144,150,108 

Civill  8tion,teHtof Pareons,  144 

Democracy, aid  to -..   -.  Parsons,  158, 15B 

Difficnities  of    .    Parsons,  161-163 

Ecouomiesof   .-  .  - Paraons,  125, 147 

Effects,  on  bosinees - -  Parsons,  156 

Un  civilization -  Parsons,  IM 

On  diffusion  of  knowledge ---  Parsons.  15tl.  137 

On  diffusion  of  weiilth Parsons,  157,  ISM;  achifl,777 

On  the  people  generally Parsons,  167 

OronthoF Parsons.  107-170 

Iiidiiatries  where  practicable Parsons,  161 

luterconrse  facilitaied  by .. ,         Parsons,  125 

Method  of  effecting  .._ Paraons,  lHI-193 

Method  of  operation  under Parsons,  166 

ObjeLtsof Parsons,  143. 886 

Objections  to,  of  private  monopolies Parsons,  170. 180 

Oilic  holding  class, effect  on __.  Parsona. 101.  IflS 

Philosophy  01 Parsons,  886 

Private  monopoly  contrasted  with  public  ownerahip  and  cooperaiive 

operation _,      Parsons,  133,  124 

Principle  of-  --- Parsons,  1  (It),  170 

Public  belief  in _ Foote,113. 115 

Pnblic  ntilitits.mnnicipat  ownership  of _ Foote,  103 

Bates. lower        Parsons.  143. 144. 14,5 

Results  of,  general _  Parsons.  160, 161 

Scopeof Parsons,  165. 166 

Tendency  toward   , _ _ Parsona, '41 

Theory  of  genesis  of. Foot«,  113, 115 

OoTernment  ownership  of  railways: 

Advantai^es  of.  snmmari-'ed  _ Parsons.  170-173 

Agricnltnre.  aidto Parsons,  137 

Antagonism  of  interest  avoided  by Parsons,  156 

Consolidation  of  railways Parsons,  140 

Depiecated    Woodlock.463:  Greene. 489:  Schiff, 777:  AdainB,»3!t 

Economiesof Parsons.  147. 14JS,  170-173 

tiducation,  aid  to    Parsons,  137 

Efficiency  of.. _ _ _ Parsons,  170-178 

Qermany Ripley. 304 

Labor.aidto _.. Parsons,  136, 187 

Great  Britain,  number  of  railways  in  .   Parsons,  147, 148 

PrivHte  railways  compared  in  thepnblic  service Parsons,  ITil;  Ripley,  304 

Cost  of  management  nnnecessarily  large . ParaonB,148 
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Oovenmient  ownership  of  railvaya — Continued,  Pago. 

PriTate  railways  compared  in  the  pnblic  service—Continned. 

DifBculiiee  witb,  summarized Paraons,  170-173 

InBaence  on  legialatares ..      Pttrsona,  159, 160 

Objectionsto Parsons.  170-173 

Powersof Parsons, ISa,  159,  160 

Promoters  of  trasts  _ Parsons,  157 

Rates,  effect ._   Parsons,  134-135, 138, 14.S,  144, 145 

Laborers  on  fforemment  railroads Parsons,  136, 187 

Kednced  by  change  to    Parsons,  130,137-1:19,143,14? 

Unreasonabls,  might  lead  to  - Anderson.  64'2 

Results  of _  _  _ _ .  Parsons,  1.53 

Safety  appliances,  polirv  of  pnblic  and  private  railways  as  tO-  Parsons,  153, 154 

Shonid  apply  to  all  roads  if  to  any -..   Ripley,  394 

Tariff,  nanonal.  policy  of  railways  in  United  States  respecting  _  Parsons,  1,13 

United  States,  number  of  railways  in Parsons,  147. 148 

OOTemment  ownership  of  telegraph: 

Discussed Chandler. 202;  Randall.  343-345;  Hitchoock, 890 

Advocates  of    _ Roberts.  366-268, 373, 374 

Certain  organizations,  advocates  of Randall.  242.  Slit:  Hitchcock,  890-891 

Effortsfor _ Roberta.  366-268. 273. 374 

Establishing,  method  of.  proposed .     -.  Bitcbcock.  895-896 

Newspapers,  beneficial  to _.    ..     Raadall,  346 

Objectionsto -- - - Qark.  330-332 

Saving  bf - Hitchcock,89S 

Grade  crossings,  Stat«  regulations: 

MnHsachnsettH Jackson. 843 

Minnesota Te1sberg,363 

Export  latee  on  - -   Thomas,  567 

Farmers,  shipment  by Teisberg.  371-373 

Grades,  methods  of  grading,  Minnesota Teisberg, 367-3(19 

Mixing  of __.  Teisberg, 367-360 

Great  Iiakes.  loading  and  unloading Barter,310,311 

NewOrleans.  facilities  at,  for  handling _ BrTant.333 

Receipts  at -.  ...,  Markham. 426-437 

Ocean  freight  rates    ....- _..  ._ _ Andereon.B43 

Grand  Bapids,  Wis.,  Cooperativ-eTetephone  Company  of Parsons.883 

Grand  Trunk  Railway,  basmeas  and  coDQections    Howes,  703 

Great  Northern  Railroad,  carload  rates  in  favor  of  Middle  West  job- 
bers       --  Wheeler, 744;  Stubba, 760 

Cost  of  construction.  Minnesota  . Teisberv.  3S5 

Northern  Pacific  and  Burlington,  relation  to  Teisberg,  363-364; 

Wheeler,  747;  StDbha,765 

Prosperity  and  effective  management ,.. Woodlock, 406 

Grievances: 

Brotherhood  «if  Railroad  Trainmen,  method  of  consideration  of  

FitEpatriok.SSl 

Redress  of,  coastwise  seamen Havne.  415-416 

Oulf  transportation,  Denver,  effect  on  rates  to Griffith.  MO.  %3 

Hagnie,  The,  Telephone  service    ,  .__ Betiiell,794 

Hardware,  Pacidc  Coast  rates,  cane  regarding..  Wheeler.  743-748;  Stabbs.  758-763 

Harriman,  E.  U.,  Chicago  and  Alton  Railroad,  relation  to Woodlock,  i-^S 

Henderson,  Harry  B.,  State  examiner  of  Wyoming,  work  as.       .   Foote,  104, 105 
Hibbard,  Spencer,  Bartlett  Company,  relation  to  transcontinental  rate 

suit      -       -     -   -- -    Stnbho.759 

Hill,  J.  J.,  success  as  railroad  manager _ Woodlock.  466 

Holland: 

Seamen,  taw  as  to Penie,41S 

Telephone  conditions _ Bethetl,  703-797 

Hours  of  labor: 

American  Telephone  and  Telegraph  Company    -.  Bethell,  784-785 

Lakesoilora Peng  e,  403-408 

[^e  Seamen's  Union,  attempted  regulation  of Penie,403 

Longahoremen.  Great  Lakes - ..  Barter,  311 

Telegraph  employees Chandler. 200;  Clark,3S4;  Bethell,  7S4-78S 

Honae  of  Commons,  telephone  Investigations Bethell,  796, 799 

Hungarians,  Employment  in  anthracite  mines Steftrns,  S9S.  396 
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Hungry:  ^^«^ 

Railways,  operation  In Parwrns,  125 

Telephone  service Betbeil,  790, 791 

Illinois: 

AntiBcalplng  lav,  dedaiona  on  .  Lindenberger,  846 

Capitalization  of  Btreet  railways  in --  B«njs,88,89 

Ulinois  Central  Railwav: 

Canadian  Pacific  Railway,  connection  with.  _  _. Markham, 443 

Northern  and  Sontbern  tonnage  of,  compared _  _ Markham,  440 

Rates  ou Markham. 486 

Yazoo  and  MiesisBippi  Valley  Railway,  relation  to Marhham,  441 

Immigrants,  dinjnminationB  in  favor  of,  in  paanenger  rates. . .  Linden berger,  S66 

Immigration,  importation  oF  labor,  anthradte  mines .  ..  Stearna,696 

Import  freight  rates  (Bee  iJbo  Export  rales): 

Asiatic  prodai;ta,  policy  of  transcontinental  roads Stnbbfl,761 

Effect  on  American  prodnoer Ripley,  801 

Justification  of  maintaining  low -.. 8tnbw,7fl2 

Protective  tariff ,  effect  of ,  on Biptey,800 

Reasons  for  making  lower  than  domestic,  diecnssed  .  _ Qreene,  485 

Supreme  Coni-t,  position  in  respect  to --- Ripley, 298, 300 

Imi)ort  freight  trade,  New  Orleans Bryant,3e9 

Indiana: 

Railway  relief  departments,  legislation  regarding Fuller,  50 

Street  railways,  capitalization  of  - Benii8,8S,89 

Industrial  combinations.     (See  Combinationa.) 

Industrial  Commission: 

Snggested  investigations  by.  -..   -  Bemis,  101 

Snggestod  recommendations  by ---   .- Bemis,  101 

Industry,  department  of  Commerce  and,  advocated Bacon,  77, 80; 

Anderson,  64.') 

In^alls,  K.  E.,  evidence  before  Indo-ttrial  ConunisBion,  referred  to Fnller,84 

Injunctions: 

Diecnsaed  generally PalIer,17-24 

New  York,  recent. referred  to. - - 18 

Northern  Pacific  Railroad  case    .   .     _ -      Fnller.  17-23 

Toledo.  Ann  Arbor  and  North  Michigan  case Fnller,  17 

Injuriea     (See  Accide^nts,  Emptoyem'  liability.) 

Inspection  of  accounts.    {Qob  Acco'inli.) 

Insurance,  coaBtwise  transportation ___ ...  Gaillaudea,  449 

Marine,  foreign  and  domestic,  compared Gnillanden,  460 

BBtes,  foreign  and  domestic,  compared Onillanden.  450 

Rivercraft Bryant.892 

Interest,  railroad  bonds,  reduction  of  rates -.  .  Greene,480 

Interior  department,  United  States,  telephone  nervice  of Parsons.  173, 

17K.I79.883i  Bethell,788 

International  Ocean  Telegraph  Company,  relation  to  Western  Union 
Telegraph  Company.- _ - Clark, 328-229 

Interstate  Commerce  Commission : 

Accidents,  reporta  of,  to  . .. Fuller,  41 

Acconntsof  railroads,  increased  powers  over,  advocated. .  ..  Adama,  883-385 

Inspection  of,  discussed  Foote.133;  Greene,  479, 480 

Advocated- Rice.741 

Deprecated.- -. Woodlock.464 

Reports  of  railroad  companies,  advantage  in  requiring Woodlock,  404; 

Nicholson.  737 

System  prescribed  by  commission Nicholson.  730 

Uniform,  advocated Nicholson.  737 

Antiacalpiag  laws,  attitude  toward Lindonberger.  330 

Capitalization  and  construction  of  railroads,  relation  to_ . .  Woodlock,  460-462 

Commissioners,  should  have  life  tenure Langley,  8^0. 881 

Consolidation  of  railroads,  effect  on  power  regarding  rates Qreene.  473 

OoxeBros.  &  Co.,oiiae  before Haddock. ,'i3-i,5-'M 

Decisions,  desirability  of  promptness Stubbe.766 

Enforcement  of ,  pending  appeal,  advocated rhivant.6; 

Woodlook,46>.4S5:  Wheeler. 475;  Haddock,534;  arifBths,S57 

Delay  in  its  business Langley,879 

Discriminations,  inability  to  prevent Blpley,  290;  anlllaadea,  447, 4W 
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Interstate  Commerce  Oommisaion — Contiiiaed.  Page. 

Diammination  between  places,  fixing  of  rates  b;,  Dot  as  eSectiTe  Ba 

pooling .  -.- BipleT.290 

Freight  clasBiScatioii,  commodity  claseiSoation Nicholson,  737 

Control  opposed    .:.   QriBWold,616;  TBlcott,6!t3 

Donbtsat  toits  nnrledictionoyet Langley.SGO 

Prapoeed  methods  of  ftdi^tioa Bacon.  74,  Td,  62, 84 

FnnotionBof Langley, ST8-8S2 

Hearings  before Wilson,  699 

Jndid^  body,  shonld  be  a  - ..  Langley.881 

Objectof  .., Paraons.lSS 

Pooling,  control  of _ Wheeler,  749 

Powers  and  dntles  of,  diBcoBsed Woodlock,  463-465: 

Thonias,356;  HcQovern,6dG.e«7;  Wilson, 699. 700 

Impaired  functions  of Wilson.  6S0, 691,  fii*.  61)8. 699 

Increased.  depret'Bted McGovem,685 

Favored..  Bacon. 77;  TelsberK,S73;  Wilson, 698-700;  LBng:ey, HTT-SSa 

Railway  olearliig  house,  not  subject  to  _   Nicholstm,  727 

Ratea,  effect  in  making  reaeonabie Woodlock. 463 

Inabihty  to  make ._.    ..  .__ WilBon.690,891,696.6flH,699 

Pacific  coast,  case  regarding Wheeler,  743, 748:  Stnbba,  553, 5.VJ,  557 

Power  toregnlate,  advocated...  Ripley,2LK);  Haddock,  534;  Grif&ths.a'i?: 

LaDgl«y.88-J 

Deprecated Woodlock. 464;  Thomas.  557;  Griswold, 6i.i; 

HcOovem, 065, 666;  Stnbbs,T66;  Jackson,»48;  Langley.Wl 

Reports  of Parsons,  128 

Standard  Oil  Company, investigation  by _.  Parsons,  130 

Interstate  commerce  law: 

Amendments  proposed... Davant.6;  Langley,  877.880 

Classification  ot  freight,  advance  in  qnasi  conspiracy  agaiast  . . .  Iiangley,  861 

Classes,  number  of,  priw  to Iiangley,860 

Condition  of.  prior  to ..   IJangley,  SCO 

Effect  of,  on Langley.MK) 

Discrimination,  powerless  to  prevent Bryant.  38?. 3B0 

Failure  to  enforce - Parsons.  128 

Pooling  clause,  effect--  Talcott,637 

Steamboat  rates,  not  applicable  to -     ,.  B^yant,;^K7 

Interstate-commerce  law  convention,  recommendations  of Langley,  879-^1 

Intoxicants: 

Brotherhoods,  rnles  against - ...--     -  PnUeT.71 

Railroad  regulations  regarding Anderson.  638 

Inventions: 

Favored  by  telegraph  companies --  Ch»ndler,300 

Policy  of  Western  Union  Telegraph  Company  toward  Clark,  229; 

Randall,  (249,350. 351. a.^!:!);  Boberts.370;  Hitchcock, 891.893 
Investors  (see  also  Capitalization.  I'romolion,  PiibUcUy): 

Interests  closely  allied  to  those  of  public  - Oreen«.495 

Protection  of _  -  Greene,  47S 

Capitalization  of  street  railways  in -  Bemis, 88.88 

Htulway  relief  departmentts,  legislation  regarding Fuller.  50 

Iron  and  steel  manufacture,  Pacific  Coast   Wb«e1er.752, 753 

Iron  and  steel  trade,  Colorado,  conditions  In --  Griffith,  8.')2.  ^3 

Iron  ore,  loading  and  nnloading.  Great  Lakes -..  Barter.311-313 

Irrigatioii,ColorBdo,  development  in --  -     -  -- QrifBth.857 

Isthmian  Oanal,  Government  construction  advocated- Andersou,  638, 044 

Itftlian  labor: 

Frnittrafflc     -.  Bryant. 397, 398 

River  commerce  unsuitable  for ..-.  Bryant.  397 

Italy,  trade  with  United  States,  per  capita Howes,  714 

Railways,  report  of  commission  on -.  Parsons,  180, 161 

Telegraph  system -    Randall, 344 

Japan,  trade  with  the  United  States,  i»er  capita - How«,714 

Japanese  inunigrants,  Pacific  Coast,  character  of Wheeler.  759 

Jenkins,  Judge,  injunction  in  Northern  Pacific  Railroad  case Fuller,21,23 

Jobbers: 

Commission  merchants  (iistinguished  from  Langley.871 

Denver,  alleged  discrimination  against     . . .  840-854 

Elimination,  causes  for  hie  ..   Langley,  871,872 

Jobbers' rates  defined McGovem.  662, 663 
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Joliben— Contitmed.  Pi*«e- 

PaciBcCooBt,  case  regarding  rataa  to WhMkr,  T4:(,T4K;  Stubbe,  758-703 

Trade,  cordage,  position  in  ...   .- _ .  Orimwood,  133 

Jobbing  Trade; 

Caneea  affecting  - Iiangley.8?3 

Decrease  ot in  t»ew  York - Iiangley,871 

Department  store,  how  affecting.  _  _ _ .  Langley.  ST3 

Freight  rates,  as  fjfecting Ii»nKley,871 

Tariff  law,  how  affecting Li»ngley,873 

Johnaon,  £.  B.,  testimony  before  IndoBtrial  Commission,  referred  to.  Fnller,  47, 52 

EauaaaGity,  Fittsburg  and  Gulf  Bailroad.financial  management 

Woodlock,  461,463 
Kentucky: 

Capitalization  of  street  railways  in -  - Bemls,88.89 

Position  of  legislatnre  in  respect  to  news  monopoly .  _  _  Roberts  273 

Kindell  v.  Atcbiaon,  Topeka  and  Bante  Fe  Bailroad,  case  referred  to . 

Urifflth,  851,833 

Knights  of  Labor,  antiscal ping  laws,  attitude  toward Lindenberger.  339 

Labor  (see  also  Blacklisting;  Employees;  Employer'alitdtilily;  Employment;  Hours 
of  labor;  I'itrikeii:   Wagen); 

American,  superiority  of Howes,  705, 70a 

Comparison  of  efficiency  of,  indifferent  conntriea Parsons,  138, 13tl 

Missisaippi  Eiver  boats Bryaut,  3115-397 

Old  Dominion  Steamship  Company  conditions. (imllaudea.440, 450 

Percentage  of  espenaes  _ .  _ _  Qaillanden,  450 

Publicmonopolles.compariBOn  withprivateconditions.. Bemis,OU,IOO 

Condition  in - Bemis.BS 

Western  Union  Telegraph  Company,  conditions . .  _ PaTsons.  190, 191 ; 

Clark,  217;  Roberta,  3ft9,371 

Labor,  Department  of,  iuveetigatioos  of,  in  telephone  service Bemia,  101 

Labor  oi^anizatious  (see  also  Hratherhoods); 

AgreementB  with  employers;  longshoremen Barter, 308-317 

fiailways.  extent  and  advantwe  of  system Fuller,  10 

Antiscalpiog  laws,  attitnde  toward  _ Lindenberger,  338.330 

Benefits  and  dues --.    P«i,ie.400,401 

Sick  and  death,  LiOngshoremen _ ._ _.  Barter, 307 

DesirabOity  affirmed - - Walter, 548 

Discrimination  against  mt^mbers Fnller,  iO 

Western  Union  Telegraph  Company  Roberts.  360 

Drunkenness  discouraged  by Barter,  308-312, 318 

Incorporation  advocated . . .    Haddock. p. .'iSS 

Iiitemational  Longshoremen's  Associatdon, organizatioo and  working.' BMi»r 
International  Typographical  Unton,  attitnde  toward    Government 

telegraph      _ Randall,341-365;  Roberte,266-374 

Lake  Carriers'  Association,  described Penje.401 

Relations  with  Longsboremen Barter.  308.309 

Lake  Seamen's  Union _ _ _.  Penje,  JOO-103 

Death  benefit  of  .   ,  Penje,400 

Initiation  fee _   __.   Penje,400 

Litiuor  traffic,  relation  to - Barter,  308-312, 316 

Membership,  employers  forbidden  to  binder,  Pennsylyania;  advantages 

Garland,  101 

Pennsylvania  Bailroadfriendly  to  - - Fitzpatrick,a38 

Reading  Railroad  antagonistic  to FitzpaMck,  83S.  834. 837-840 

Recognition,  advocated Greene, 474;  McLeod,575;  Anderson. 639, 648 

Relief  departmente  of  railroads,  tendency  to  oppose. . .  FuUer,  43, 4U,  57. 59, 07 

Right  of  workingmeu  to  organize Harris,  Oil 

Resultsof  - .-- ParsonH.151 

BtrikesdiJiiinished  by  Longshoremen Barter.307.308.315,31(t 

Telegraph  employees    _ Chandler,  300 

Wages,  effect  on Penie.  401 

Western  Union  Telegraph  Company,  relations  to Clark,  333 

Lake  Camars'  Association: 

Described Pen.ie.  401 

Relation  with  Longshoremen Barter,  308, 309 

Lake  navi^tion  (see  aJiKt  Water  navigation): 

Amount  - - ,.- AndetBon. 038 

aoaed  season -- --..  Barter.  317 

Disastera ---  Peo.ie,4oe 
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Iioke  DfiTigatioa— Contiiined.  Page. 

Increaae  of  tonnage Peoje,  403 

Rail  and  take  routes.  Baltimore  and  Chicago QTiswold,614 

Sailora,  condition  of,  generally Penje,  403--4I1 

Veeeels,  described _.. Fenje, 410 

Insufficiency  of  crewa  of.   _.. Pen je, 4I>4~40H 

Overloading  of .  ..  Penje.  404, 405 

Lake  Seamen's  Union: 

Americiin  Federation  of  LaLtor,  ctmnectlon  with Penje,  401 

Bene  flt  features Penje,  400 

Doacription  .   ...   _ Pen]e,40U 

Dnesand  per  capita  tax Penje.  400. 401 

Looalunions _. Fenje.4(KI 

Memberd.  how  employed Penje.  403 

Namberof    .    Penje. 400 

Trea.STiry  . .  _ _ Penje.  401 

Wages,  influence  on , Penje,  401 

Larceny,  on  State  waters,  not  punishable  nnder  United  States  law 

Hayne,  414.  415,  421^35 

IieaK^e  of  American  Hunicipalitiea: 

Meeting  of ,  at  Charleston Foots.  104-111 

Reeolntion _ Foote,  111 

Leglalation  (see  also  nnder  subjecta): 

Corporation  laws,  New  Jersey Greene,  477. 478 

EmployerB' liability Fnller.K>-43 

Interea'ta  of  inTCstora  and  employees  mnst  be  conaidered Thomas.  360 

Navigation  repeal  oi'  laws  favored _ Howes,  705, 708 

Criticism  of  United  States  lawB.. Hayne.  414 

Ohio  Mnnicipul  L'ode  Commission,  snggostions  of Foote.  119 

Railway,  frog  blocking  shonld  be  reqiured -. ..  Fnllea'.41 

Overhead  structures  advocated  _ Fnller.  41 

Relief  departments ___ Fnllet. S0-.i2. 69 

Undarbilling.  to  prevent ,.   McGovern.  673 

Street  railways,  should  be  revised. Adams.  836, 880 

Sunday  labor,  advocated  by  Congress Fuller,  34 

Lehigh  Valley  Railroad: 

Anthracite  coal  huBlness Walter,  543-548 

Co^e  Brothers  and  Company,  suit  against, Haddock,  l>35-535 

Letter-telegrama,  proposed  syslam  of Hitchcock, 894 

Levee  system,  effect  on  river  navigation Bryant.  398, 394 

Lewis  V.  Seifert,  employers'  liability  case,  referred  to    _ Fnller,  8tt 

Leyland  Steamship  Line: 

Capitalization Howee,  705, 708, 709 

ProEtaof..   - -- Howes, 709 

Liquor  traffic,  labor  organizations,  relation  to Barter.  308-313, 318 

Live  stock,  Sunday  trains  not  necessary Fnller,  29 

Liverpool: 

Cotton,  freight  rales  to  Davant.S.S 

Telephone  service,  compared  with  Amsterdam Bethell,  794 

lAtndon: 

Telephone  service  .    ,   _ BetheU.  787, 797-799, 801 

Rates    .      Bethfili.801 

Compared  with  New  York Parsons,  883 

Wages -- -.-    BetheU,e03 

Irfing  and  short  hauL     ( S«o  IHaeriminatiouK  M  iiten  placen. ) 

Iiong  Distance  Telephone  Company.     (See  American  TeUphom  and 
Telegraph  Comjxtny.) 

LonMhoremen: 

Groat  Lakes,  nationality  of Barter.  310,311 

Old  Dominion  Steamship  Company,  conditions    .  _ Gnillanden.  449, 450 

Stevedores,  Merchants'  and  Miners'  Transportation  Company .  Hayne.  415-417 

Longshoremen's  Association,  International: 

History,  policy,  and  results Barter,  307-317 

Membership --. Barter, 307, 314 

Louisville,  opposition  to  Cincinnati  and  Chlct^  for  Sonthem  trade 

Wilsoi.  687.  S92 

Iiouisville  and  Naahville  Kailroad: 

CincinDati.interefltsin Wilson.694 

C<Rnpariaon  of  rates  on Parsons.  138 
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LouiaTille  and  Nashville  Railroad — Cootianed.  PbeB' 

Firrtroad  from  Ohio  River  eontb---     -.    ..-- WilBon,687 

LoDK  u>d  short  hanl  danse, polior  toward .  Wilson,696 

Paternal  policy  of Wilson.696 

Pennflflvania  Railroad,  proposed  relation  to Wilson.  694 

Lumber: 

Loading  and  unloading.  Qreat  Lakes -- Barter,  313-315 

IntereatH  opposed  to  reciprocity  treaty  with  Canada Howes,  717, 718 

Stateoftrade  -- Markham,432 

Transportation Markham.  481,482;  Taloott.629 

Hacbine  telegraphy: 

Cost  of  operating Randall.  2->l 

Described    Rand  aU,  349^351, 382-265 

Ezpetimenta  in -- -  Randall,  249,  aw 

Ownership  of  pat«ntfor Randall.  ai)2-2r)4 

Uachinery,  ose  of  labor-saving  in  pnbllc  atilltiee - BemiB,95,06 

Mails,  strikes,  effect  of  laws  regarding Fnller.TO 

Hanchester,  England,  telephone  service  compared  with  Amsterdam — 

Bethell,794 

Hanhattan,  Kans.,  telephone  service  _._ - Bemie.  101 

Hanufactares,  California,  development  of 7oa,7.')3 

Karyland: 

Coal  ioterests Howes,  715, 717 

Street  railways  in,  capitalization  of Bemis.  89 

Hassachueetta : 

Bonds  limited  to  amount  of  capital  stock __ Jacksoii,S44 

Corporations,  law  controlling  oapitalization  of  .     Woodlock,  460, 463 

Electric  light  and  gas  commission- _ _ -.  Bemis,  91, 92 

Electric- light  plan  ta,  investigation  of.. - Adams,  375-283 

Grade  crossings,  abolition  of JaokBon,843 

Uanioipal  monopolies,  authority  to  regalate  charges  of     Bemis,  92 

Municipal offlcere -   Adaros,283 

Popnlation  of  cities  of  .- - _- Adam8,380 

Pnbiic  utilities,  municipal  ownership  of -.  Bemie,  93; 

Foote,  130, 131;  Adams,  27r. 

Regulation  of _ Bemis,  88-92, 101 

Stock  and  scrip  dividends  prohibited  Jackson,  844 

Street  railways  in, capitalization  in _ 6emis,88 

Telegraph  service .- Glark,208 

HassachuBetts  Central  Bailroad,  method  of  State  board  in  fixing  value 

ofstock    Jackson, 847, 848 

Hasaachusetts  ElectricB  Company Jackson,  84i'i,  846 

Kossacbusetta  Bailroad  Commission: 

Powers  and  results Bemis.  81,93;  Jackson,  841-*48 

Recommendations  sustained  by  public  sentiment _ Jackson,  846 

Report  of,  on  Boston  and  Albany  B.  R - Parsons,  129-131 

On  freight  discriminations - Parsons,  129, 133 

Memphis,  freight  rates  and  conditions --  Uavant,  5-8 

Memphis  Freight  Bureau,  described Davant,,"! 

Merchant  Marine,  American  (see  also  Ship  gubsidiea): 

GompftTstive  business  of Howes,  704, 704 

Declineof.andreasons.- -.  Howes, 703, 703 

Fluctuations  of -- Howee,703 

Tonnage,  American,  cost  of  transportation Howes,  709,710,711,713 

Vessels,  foreign  and  American,  at  New  Orleans Bryant,  898,399 

Merchants  and  Miners'  Transportation  C<miptuiy; 

Employees,  conditions Hayne,  418,416-133 

Contract  with Hayne,  413-416 

Policy  toward Hay  no,  413, 482 

Wagesof  _ Hayne.  415, 417 

Financial  condition _ Hayne,  423 

Lines  of Hayne,  418 

Passenger  raltos Hayne,  419,430 

Stevedores Hayne,  415-417 

Sutoidy,  not  interested  In --  Hayne,  431 

TrafBc,  character  of Hayne,  430 

Increoseof    _-  Hayne,  42.1 

Vessels -  Hayne,  413,438 
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rtge. 
Kerchants'  Aaaociation  of  New  Tork: 

Alma.... - -., - Langley,  859 

Batabliahment tiangley,  309 

Members,  dntjes  of  _ ..  .  Langley,  859 

NnmberoC Laagley,  859 

Organization.- Langlej,  859 

llss*ag«  rate  ■7eteitt.     (See  Teleplionen.) 
HsBBa^es.     (See  Telpgmph.) 

Metallic  circuit,  telephones,  employmeat  in Hall,  817-818 

Mexico,  per  capita  trade  witij  United  States Howes,  714 

Michigan: 

LnmbeT  indnatry  ..     ,.. Howefl,  718 

Street railwaj^ in,  capitalization  of-. ..    Beinis.  ^,89 

Railroads,  taxation _ Adama,  374. 383. 384 

Valnationot _ Adams. 374-383 

Hicbigan  Alkali  Company,  metiiodeofbnainesflnndconditiona. .  Bacon.  72, 75. 80 
HictiifFan  Central    Bailvay    Company,    withdrawn!    from   Clearing 

Honso Nicbolaon.  730. 739 

Mileage  books: 

Different  forms Lindenberger,318.31D,353,a5S 

Purchase  by  brokers  from  railroada Lindenberger.  318,340 

Bestrictions  not  enforced Lindenberger.318 

Minnesota: 

Elevators  and  grain  inspection,  conditions  in Teiaberg 

Examiner  of Foota,  10S 

Lnmber  indnstry Howes,  718 

Kfulroad  conditions  in Teisberg,  363-365 

Railroad  and  warebouee  commbsion,  operation  of Teisberg.  301-305. 838 

Streetrailways  in.  capitalization  of  ...     Bemis,  88,  Ml;  Ripley,  288 

MisclassiScation.     (See  Uiiderrlaasifityation.) 

Miasieaippi  Railroad  Commission,  letter  to McGovem,653 

Missisaippi  River: 

Barge  lines  on Markham,  426-432 

Boats,  cost  of  ,._ Bryant, 393 

insurance  on _ ,. Bryant,392 

Laboron Bryant,  395, 397 

tJommerceof.  generally  -.- Bryant, 387-389, 892, 394 

Changes  in Bryant.  387. 398, 393 

Decreaseof Haruham.  42,^.  436 

Methods Biyant.389 

New  Orleans Bryant.  391 

RaUways,  how  effected  by  _  _  _ Bryant,  387 ,  388 

StatisticBof Bryant,  388, 389:  Harkbam.  425, 420-437 

Deepening  the  month  of,  necessity  for _ Uarkhant.  431 

Ooverument  appropriations  to  improve,  and  reanlts Br7ant,S87, 

888, 392, 304. 395 

Lnmber  tranaportatiou,  decrease  ia_  ..  Uarkham,  431, 4^(3 

Navigability,  extent  of Bryant,  :tS9 

Navigation.dilficnUieaof __ Bryant, 390. 393 

Rates,  river  and  railways,  compared Bryant,  889,390 

Tonnage Marknam.  425-427 

Tran.sportation  on Harkbnin,425 

Mississippi  Valley: 

Coal  indnstry .. , Maikhan),  433 

Railways  Harkbam.43,i 

Trade  centers Uarkbam.420 

Miasissippi  Valley  territory  of  Illinois  Central  Railroad Markhum.  -139 

Misaoun,  capitalization  of  street  railways  in  . _ .  _ Bemia,  88, 89 

Mobile,  Ala.,  rates,  compared  with  Montgomery  rates McOovern,  681 

Money,  sonrces of  American Schlff,777 

Monopoly  (see  also  Consolidation;  ComMTtaliotts;  Government  Oumer- 

Definitionof Panons,ia5 

Private  aims  of -■- Parsons,  141 .  148, 159, 160 

Effect  on  pnlilic  bodies _ _ _ Parsons.  160 

Effect  on  rates - , Parsons.  4.11 

Montana,  telegraph  service CUrk,206 
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P8«e. 

Kout^mery,  Ala.,  rotss,  compared  with  Mobile  rates UcQovem,681 

Method  of  making  _ __   HcaoTem,681 

ICorgan,  J.  F: 

Anthracite  coal  indnstry,  relations  to _   Woodlocb.  453, 45S 

New  York,  New  Haven  and  Hartford  Railroad,  relatloQ  to Woad1ock,45S 

Uovement  expense,  defined Markham,  437. 438 

Himich,  telephone  service    .-  - -.  ..- BetheU,793 

Kunicipal  ownership  of  public  utilities  (see  also  Oovemmeiit  Owner- 

Eflect  of ,  on  public  employeee BemiB,96,97 

Electric  plants,  MassacbnsettB,  comparison  with  public  plants ... 

Adams.  276-288 

Satisfactory  service  of __ Adams,  281 

Tendency  toward Adams.  381 

Growth  ._ _ _ Bemis,9T 

1  all uence  upon  the  cotumuuity Bemis.lOO 

Insuffluiency  of  information  concerniiw Foote,lI8 

Uassachnsetts,  provisions  of  law  regarding.  _ Beinis,92 

Objectionsto —  - Foote.117 

Study of_ Bemis.94 

Hunicipklitiee  (see  also  Aecoanta;   Cinl-Service  Kauithtation  System: 
Lengite  iif  Aniericait  Munlcifxilitieii;  Public  Utilitiea): 

Comparative  f^owth  of  American  cities  _._ McQoveTn.686 

OfHtera  of.  In  Uaasachoeetta    Aduns.  383 

Telephone  service  of  American  cities  compared  with  similar  French 

cities ._.   ..  .  ..    Bethell.787 

Mutual  Fuel  Ooslight  Company  of  Hyde  Park,  consolidation  with  Peo- 
ple's Gas  Company  . .  _  _ _  _   _ . .  Bemis.  89 

Kutual  Telegraph  Company,  absorbed  by  Western  Union  Telegraph 

Company Eobert8,37a 

Nashville: 

Railway  advantagFS -- - ..  Wilson, 683,608 

Railway  rates  to -- Wilson,  OW,  697 

National  Board  of  Trade,  favors  governmental  ownership  of  telegraph.. 

Randall.  344 
National  Farmers'  Alliance,  favors  Rovernmental  ownership  of  tele- 
graph    Randall, 242 

Navigation  laws.  United  States: 

Repeal  favored Howes,  705, 708 

CriticisKi  of _ Hayne.414 

Neglig'ence,  contribntory,  legislation  aa  to  effect  on  liability.. Fnller.43 

Negroes,  on  Misaiasippi  River  boats Bryant,  306-8ft7 

New  England; 

Anthracite  coal,  freight  rates  and  methods  of  shipment Childs,  500 

Thomas,  553;  McLeod,  501. 662:  Steams,  585 

Canada,  favors  reciprocal  trade  with Howee,7i8 

Lumber  market  .. Howes,  718 

Nova  Scotia  coal,  desirous  of Howes,  715,717 

Railways,  local  retes  on Pareono,  136 

Reading  Railroad,  entrance  Into.  1892 McLeod,567.574 

New  England  Waterworks  Association,  referred  to Bemls,  94 

New  Jersey: 

CApitallzatioa  of  street  railways  in Bemls,  89 

Corporation  laws  ....    , Greene, 477, 478 

Stock  books  of  corporations,  ajleged  evaslou  of  laws Greene.  478 

New  Mexico,  freight  rates  from  Denver GrifiBth,856 

New  Orleans: 

Coal  trade  and  supply Bryant,  394 

Commerce.  Increase  of _. Bryant.SSfl 

Elevator  system Bryant.393 

Gram,  facilities  for  handling Bryant,  393 

Negroes  of Bryant,  395-307 

River  trafBc  lit , Bryaut.391 

Trade  at:  English Bryant.  294 

Enport Bryant,  808 

Foreign Markham,  426;  Bryant,  398,  300 
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Neir  Orleanji — CoDtinned.  Vuei. 

Trade— CODtinaedi 

Fruit  bl7ant,3B7,398 

Import , ...  Bryant,889 

Vessels  at,  American Bryant.SSS 

Foreign _..  Bryant, 38S.8B9 

Tramp Bry»nt.898 

New  Orleana  and  Northeaatera  Bailwajr  Company,  relation  to  3oQth- 

woat«m  InveBtment  Security  Co  .  .  Wilaon.SBS 

New  South  Walea,  railway  policy Paraons,  135 

New  York,  New  Haven,  and  Hartford  Bailroad: 

Discriminations  by.._ Parsons,  1S3 

Freight  rat«a  on  aotbracite  coal Thomas,  5^ 

Morgan,  J.  P..  relation  to Woodlock,  4B6 

New  York,  Ontario,  and  Western  Railroad: 

Anthracite  coal  bnaineafl ._ Woodlock.  452:  Chllds,  496-905 

Relation  to  other  railroada Harris,  508,  .=>B».  603,  608 

New  York  Ontral  Railroad,  connection  with Childs,  504 

Purchases  of  coal  lands Staama,  r>89 

Reorganization  and  capitalization Childs.  502 

New  York,  Suaquehanna,  and  Weatem  XLailroad,  controlled  by  Erie 

Railroad .._.  Thomas,  552 

New  York  Central  Bailroad: 

Capitalization ___ _ Parsons,  l.>4,  t55 

Lease  of  BoBtov  and  Albany  Railroad _  Parsons,  12U;  Howes, 'i 03 

Passenger  rate,  maxlranm Schifl,  774 

New  York  City: 

Advantaffe  oTer  Weatem  dtiee  tea  Sontbem  trade Langley.  874,  875 

Competition  with— 

BoBton__ _ Langley,  859 

Chicago  and  St.  L.oni8 Laagley,  874 

Philadelphia     __ Langley,  859 

Weeteni  cities _ Langley,  8.59 

Differentiala,  injury  by  freight Langley,  874 

Discriminationa  in  favor  of    _ .  Wilson.  6U0,  689 

Freight  rate  to  Pacific  coaat  compared  with  Middle  Weat  dtles Wheeler. 

743-750;  Stubbs.  757-761 

Ownership  of  mnnictpal  railways BemJa,  87 

Spot  wheat  at _ Howes  701 

Street  railways,  capitalization  of  _ _. BeQiiB,'89 

Tele^one service. Paraons,  883 

Compared  with  Paris  and  London  ._ _ Paraons.  HS8 

Trade  compared  with  Boston -..        HoweB,700 

New  York-Bichmond  rate,  compared  with  New  York-Norfolk  rate 

McQovem,  GS5 
New  York  (State): 

Antiscalping  law  nnooastitntlonal.  decision. LiDdenhnser,  341 

Laws,  nniforrii-accoanting,  attempt  to  enact _ Foote,  111 

Telephone  laws . Bethell.813 

Franka in. prohibited __ _ BetheU, 810, 81 1 

New  York  Subway  Corporation,  relations  to  American  Telephone  and 

Telegraph  Company Betbell,  779,780 

Hew  York  Telephone  Company: 

Service,  Berlin  telephone  servioe,  compared  to .  Batbdl,703 

Character  of __ - Bethdl,778 

Employeesof - -.-   .   Ba«MlI,:83 

Expenditarea  for  new  eqnipmente Betbell,  778,779 

Geographical  extent  of  system    _.. Bethel  1, 779, 7  B5 

Growth  and  development -  Bethell,778,77» 

Improvements,  policy  in  reference  to Beth«l],71S 

Ratcscharged __ fietb«ll,780-782.810,8ll 

StaUonaof Betfcell,778 

New  Zealand: 

OoverumentownMnhipin.resnltsof Panotis.Ul.153 
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New*  monopoly,  eTidences  of . .   Randall,  349-248,352, 355, 2.')0,S.'>9 

NewBpapera: 

Qovernmenlal  owneiship  ajxA  operation  of  telegraph,  advocated  by  .   Randall, 

240;  Roberte.207 

AntifloalpinglawB.  attitude  toward Lindenberger.  326.3:;8 

Press  rates,  telegraphic,  defined  .   ._ Clark,  210;  Randall,  353 

ETicaragua  Canal; 

Benefit  of,  to  Kaw  Orleans Bryant,a97 

Pacific  coast,  adTontages  and  disadvantages  to  . . .  Wbetter,  751 ;  Stnbbs,  7U8 

Night  mesaag«s,  telezraphic  rates  for -     Clark,210 

Norfolk,  Vbl,,  cotton,  freight  rates  on  --- -..   Davant.S 

Nortli  Dakota,  territorial  examiner  of -- Foote.  105 

North  Oerman  Uoyd  Line, Bnbflidy  to  .-- Howes. T06, 707 

Northern  Pacific  Bailroad: 

Carload  ralee  in  favor  of  Middle  West  jobbers    ..     Wheeler,  744;  Stubbfl,760 

InjnnctioD  in  connection  with  strike,  criticiwd    Fnller,lT-23 

Relation  to  Great  Northern  Railroad  and  Bnrlington Teisberg.  :)H3-364; 

Wheeler,  747;  Stnbbs.765 
Stock  florry  of-  - --  Rice,  742;  SchiflE,772 

NoTthem  Etailroada,  saperior  to  SoQthern  railways  _ Langley,854 

Norway: 

Merchant  marine Howes.  711 

Telephone  service  . -  ..  Beniis.  100 

Nuremburg,  Oermany,  telephone  service .  Bethell.71)3 

Oaths,  reqnirement  in  application  for  employment Fuller.  15 

OceanBteamahipOompany  of  Savannah,  relation  to  railroads-  Quillanden.  444 

Ocean  transportation  (see  also  Merchant  marine,  Avierican;  Satlorx: 
Water  Iratmnortatioti) : 

American  and  Hawaiian  Steamship  Company Wheeler,  T.'iO;  Stubb),7lt3 

Asiatic  imports,  rates  on Smbbe.  761 

Character  of  goods  handled .. .   -..  Wheeler.  74(t 

Denver,  relatioa  to  rates  from Stnbbs,  T5«,  T60 

Bates— 

From  Atlantic  to  Padflc  coast Wheeler,  750 

Relation  to  rail  ratee  to  Pacific  coast Wheeler,  7 +:t -7.10 

Transcontinental,  extent  of  iGflneace  on Wheeler,746:  Stabbs.Teo 

OfBce-holding  class: 

Comparison  of,  in  different  countries -..'. - ^  Parsons,  103 

Effect  of,  on  the  country Parsons.ies 

Ohio; 

(.^pitallzatlon  of  street  railways  in Bemis.88 

Municipal  code  commission,  legislation  snggested  by _ .  Poote,  1  IS 

Uniform  accounting,  bill  for,  introduced  in  legislature  ._.  — Foote.lll 

Ohio  Biver : 

Boate MarkhaDi,437 

Building _..    Bryant,a97 

Changes  in Bryant,  394 

Floods .._ Bryant, a«3-;i»4 

Improvement  by  dams Anderson, 646 

Navittation  on ...  Bryant. 3>4H. .192. 364 

TrafBcoD Bryant,  itU2,;ie4;  Wilson,  097 

Oil; 

California,  development  in Wheeler,  753 

Price  BemiB,8B 

Old  Dominion  Bteanuhip  Company: 

Capitalization Qnillauden,  443, 414,4.'iO 

Competitors _,  UuillBnden.443, 444 

Condition  of  service   Gnillatideu,  441:1 

Differential  rates -- -     --     - _  amllaudeu. 444. 44.1 

Expense,  proportion  dne  to  labor GnillBuden,  450 

Freightrates _ Qnillaudeu, 44^,445 

Labor  employed  by,  conditions    .     .  .  Qui Uau den,  449 

Lines  controlled _ _._  Gnillaudeu.  443 

Organization    .._ ..  .  Qui  landeit.44:i 

Policy      _ _._ _ (inUJauden,443 

Relation  to  other  transportation  companies    _ GuilUiuden,  443 

Relation  to  Southern  cities  _ _  Qnillauden,  445 

StatisticBof    Guillnuden. 4~<0 

TrafHc, character  of Gnillaudeu, 444 
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Old  Dommion  Steamship  Compan?— Continued.  Paw- 
Union  latior,  policy  toward Gnillanden,  4-% 

Veaaels ._ GnUlanden,443 

Wageapaidby OniUanden,  440-149 

)erator«,  telegi   ""'    ~      — "  '""     ' 

■axLges,  route  ol 

Oriental  trade: 

Adaptation  of  goods  to  demand,  desirability  of Wheeler,  752 

DeTelopment  of ,  and  effect  on  Pacific  coast  . ., Wheeler.  751;  Stnbba.T6y 

O'Shea,  E.  T.,  statements  concerning  railway  rtilief  departmenta Foller,47 

Oawego,  JH.  T.,  anthracite busineea  at- OMlda.SOa 

Overcapitalization,.     (See  Capitaliscation.) 

Overhead  structures  of  railroads,  legiBlation  regnlatlug,  advocated  ..  Fuller. 41 

Overtime,  compenaatioD  same  as  for  regular  time Fuller,  34 

Pacific  coast: 

Chineae  and  Japanese,  effect  on Wheeler,  7SJ-75fl 

Discriminatian  rates  from  Elastem cities, case regsrdlug Wheeler, 743-746; 

Stnbba,  767-761 

NicaregoanCanal. advantages  anddisadvantagesto Wheelar.751: 

Stabbs,  768 

Oriental  trade. development  of __ Wbeeler,751;  SStabbs,768 

War  Department,  alleged  discrimination  in  letting  contract  for  snp- 
pHee _ Wheeler,  T.-!? 

Pacific  Coast  Jobbers  and  Kanufacturers'  Association: 

Efforts  to  prevent  rate  discrimination Wheeler,748 

Suit  regarding  discrimiuations  against  Pacific  coast Wheeler,  743-748; 

Stubba.  757-781 

Pacific  Commercial  Huaeum,  establishment  and  objects Wheeler.  763 

Pacific  Hail  Steamship  Company,  anbsidy  to Howes,  703. 704 

PEmics: 

Effects  on  finance  and  on  business UTeene.48S 

Influences  Muding  to  I'educe  severity .. Greene,  487 

Paper,  freight  rates  on,  discuBaed Gilswold.6Ifl 

Telephone  service     ..     -  - Betiiell, TST. 788 

Compared  with  New  York Parsons,  883 

Parliament  (British),  right  to  regulate  public  utUitiee Bemis,94 

Passenger  tickets  (see  also  Ticket  brokerage) : 

Excursion  rates Lindenberger,319:  Lang1ey,869 

Frauds  discussed Lindenberger.  359 

Redemption  by  railroads  discussed Lindenberger.  336. 340 

Round-triptioketa,  hardshipsinmetbodsofenfoTcingrules.  Lindenberger, 333 

Passenger  traffic: 

Brokerage  business  and  rate  wars Lindenberger,  3' "  ~»"  ■«" 


Coaetwiee  ataamers.  Merchants  and  ^tinere'  Transportation  Company. 
Colonist  rates,  transcontinental  routes Wheeler,755 


lyne,  410-431 


Mlleatre  books,  different  forms Lindenberger,  318, 310, 353, 3_  _ 

Bates. decline  of - -.-.  Schiff,774 

United  States  and  foreign  countries Parsons,  137-144 

Elver,  decline  of Bryant, 802, 393 

NewOrleans. BryEnt,309 

Receipts  of  steamers Bryant,  390 

Second-class  rates,  granting  and  vritbdrawal  _ Lindenberger.  836, 337 

Sunday  traffic,  unnecessarily  extensive FnUer,  20 

Passes,  railroad: 

Employees,  issue  to  low  grades,  restricted Lindenberger,  S.'iS 

Evileffeotsof Par8onB,T87,138 

Purchase  and  sale  ot,  dishonorable Lindenberger,  358 

Hazardous  nature  of  investments  in Hioe,734 

Monopoly  created  by  adTantageons..- .- Rk!e,734 

Organization  and  capitalizBtion  of  companies  for  exploiting Bice.  732, 734 

Peninsula  and  Oriental  Line: 

Business  of -.  Howee.  708-706 

SubBidyto - Howee,708-70e 

Pennsylvania: 

Employers' liability.  l(«i8lation  and  oonrt  decisions  regarding. . .  Fnl1er,a6-40 

Street  railways  in.  capitalization  of Bemis,80 

Telegraph  service Clark,  ^08 
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rtga. 

Peiuis7lTanU  Ooal  Company,  Erie  RallroAd,  pnrohaee  ttv Wcx>dlock.  462; 

Greene,  475;  Haddock.  531, 584;  Thomas, 
65S,653;  McLeod,  573;  SteaniB.SW 

Feanaylvama  Railroad; 

Anthracite  coal  bnaineas,  policy  regarding Haddock,  533 

Relation  to  mining  companies - - SteamB,&T9 

Relation  to  other  railroads  Woodlock.j.tl;  Harris,  598. 509, 60S,  608 

Baltimore  and  Ohio,  relations  to  the .  _ Schiff ,  771, 772 

Cincinnati,  Interesta  in    -  Wileoa,6M 

Cominnnity  of  interests  with  Vonderbilt  roads Woodlock,463 

Freight,  system  of  handling Nicliolsoii,  738 

Labor  organizations,  friendly  to Fltspa trick,  838 

Local  ilevelopment,  policy  of .._ _. Wilson,  697 

Lonisville  and  Nashville  Railroad  Company,  proposed  relation  to.  Wilson.  6S4 

Relief  department  discnseed Fuller,  45, 48-.53.  .^B-e8 

Snnday  freifht  traffic  ...   _ Fnller,  29-32 

People's  Oaa  Company  of  Chicago,  porohase  of  Mntnal  Fnet  Oaslight 

Comi^any Bemis,89 

Philadelphia: 

Competition  with  New  York Langley,  S-Mt 

Gas  bills  in,  collection  of Foote.  ISl 

Gas  works,  pnblic  and  priirate  management  of Bemis.  97, 101.103 

Spot  wheat  at -,  Howes.  701 

Philadelphia  and  Beading  Coal  and  Iron  Company  (see  also  Heading 
Company) ,  relation  to  Reading  Conipany _ Harris,  597 

Fhiladelpnia  and  Beading 'Bailroaa  (see  also  Reading  Company) ; 

Confusion  of  accounts  with  subordinate  coal  company Rice.  789 

Relief  department,  discoased - Pullet.  46, 58 

Philippine  Islands: 

Effect  of  war  in  adTertising  California Wheeler,754 

Trade  of,  fntnre  development - Wheeler, 751 

Piedmont  Air  Line,  relation  toSonthem  transportatioD  baainflas.  Gnillaodea,  440 

Pittsburg 

Electric  light,  cost  of  .... BemlB,98 

Growtiiand  importance Anderson.  637 

Sunday  freight  traffic  throngh- -.  FnIler,29-83 

Pittsburg,  Fort  Wayne  and  Cliicaeo  Railroad,  Snnday  traffic  on . .  Fuller,  39-32 

Plant  System,  Relief  and  hospital  department,  dieonsaed     _ PuUer.  58-57 

Poles,  employment  in  anthracite  mines Stearns,  595, 590 


_ _  Wheeler, 754 

Pooling  (see  also  Agreements  between  railroads;  Anthracite  coal,  allot- 
ment of  tonnage): 

Agreements,  right  to  make,  advocated ...  TbomaB,558 

Consolidation  of  railroads. relation  to Ripley. 391:AdamB,880; 

Woodlook,462,46»;  Greene,  478;  Thomas,  558;  Wheeler,  748 

Cotton,  transportation  of Davant,7 

Deprecated Baoon.83 

Desirability  discussed Teisberg, 873;  Wheelet,748 

Effect  of,  on  facilities Ripley.  394, 296 

Elevators,  forbidden.  Minnesota  .- - Teisberg,370 

Interstate  Commerce  CommlsBion,  approval  of  agreements  by  .  .*.  Ripley,  289; 

Thomas.  658 

Control  over Wheeler,  749 

Interstate  commerce  lavr,  effect Taloott,637 

Legalized,  advocated.   ...  AnderBon,e39,041,642;  Griewold.G15;  Thomas,5S8 

Memphis,  division  of  cotton  traffic  from Davant,7 

Railroads  no  longer  desire Woodlock,  408 

Riites,  effect  on _ Bipl^,389 

Southern  Railway  and  Steamship  Association Talcott,  630, 827 

Poatage-stam^  rates.  California  fmit  transportation Stnbbs,  7S9 

Transcontinental  bttsiness,  application  to Wheeler,  744 

Poetal  service,  duty  of  Government  to  fnmish  efficient Randall,  343 

Effect  of  laws  regarding  strikes PuUer,  70 

Post-offices: 

Employees,  nnmber  of Roberts,  370 

Number  in  United  States Parsons.  88(1 

Poat-offlce  syatema  of  United  Stateaand  Great  Britain,  compared- .  CTlark,  237, 328 
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Postal  Telegraph.     (See  Telegraphs.)  Page. 

FOBtal  Telegraph  Oompaay: 

Capitalization _, __  Cfaandler,  194;  Clark, SIS 

Dividonda  paid - Chandler,  IM 

Extent  of  bn^ineas,  umuber  of  ofBces,  etc  _     . Ohaudler,  194:  Clark.  307 

Mileage  of - - -   Chandler. 1B4 

Organization  and  development Chandler,  193;  Clark,  213 

Sniplns  eflminga _ Chandler,  !it4 

Western  Union  Telegraph  Company,  relations  with Clark.  23^^ 

Fostmaatere-Oeneral,  ftdvocato  Govemment  ownership  and  operation  of 

telegraphs Roberts,  266, 268 

Press  associations,  names  of  .  . . _ Randall,  252 

Freseed  Steel  Car  Comnany, referred  to Greene,4ft5 

Printers,  benefit  from  Government  ownership  of  telegraphs Randall,  34$ 

Printing  telegraph  (aee  also  JVocAinc  fe^i»raj>Ji ) Clark,  339, 330 

Private  cars,  owners  ahoald  be  snbject  to  Interstate  Commerce  Commis- 

sitm Adams,  386 

ProfltB : 

Method  of  ganging. , -  ,  Foote,112,  ll>3 

Railroads,  increased  bjexceaslTe  freight  rates Bacon,  77-79 

Western  Union  Telegraph  Company Roherts,  370 

Promotion  of  corporations: 

Diaonesed generally .__ Greene, 477, 400-4M 

Banks,  greater  conservatism  as  protection  to  investors  _ .  Greene,  477. 463, 493 

Coet  of,  method  of  capitalizing Greene.  491 

Publicity  of  information  regarding Greene,  494;  Rice,  736 

Relation  to  valne  of  secnrines ..--    Qreene,494 

Methods  described  .  _ Greene,  491 

Pnblicity,  difficnlty  of  making  roles  as  to  information  fnrnished.  Greene,  483 

Remedy  for  abases -..   .-  Greene,  490-493 

Berjuirementby  law,  discnssed ..   Greene, 483, iSS, 490 

Reaponsibility  of  promoters,  discassed Greene,  48S 

Valnation  of  assets  and  good  will ...  .  Greene,  490, 461 

Wall  street,  increased  conservatlBm  of- - Greene,  477 

Prouty,  J.  B.,  paper  on  Railway  Discriminations _ Pwsons.  128 

Argument  of  cabinet  on  pnblic  ownership  of  railways Parsons,  134 

Railroads,  terms  of  government  purchase Adams,  886 

Public  accounting.     [See  Accountt;  Uniform ptiMio  accounting.) 

Public  examiner: 

Duties... Foote,I06 

QnalificationB Foote,107 

Wyoming,  relation  to  State Foots,  106 

Public  utilities   (see  also  Ooi'ernmenf  owiKTaJiip;    Oa»;    Electric  light; 
Street  milways): 

Bonds  of  corporations _ Bemis,S8,90 

Capitalization  of  oorporatious  operating Bemis,87,88,90 

Competition,  operation  of Bemis.H6 

Control  of  Foote.115 

Coordination  of.  in  various  countries,  extent  andresnlte  of Parsons, 

149.150,156 

Cost  of  construction  and  earning  power,  relation  between  _ Bemls.  88 

Cost  of  plants  publicly  owned BemiH.87 

Efficiency  of  management - Bemis,06 

England,  regulation  in  - Bemis.93 

Necessity  for  further  investigation , BemiB,100 

Objects  of  . - - Foote,117;  Parsons.  128, 141 

Poblic  ownership . fiemis,80,87.91 

Compared  with  private Foote,118,ll7;  Parsons,  146 

Regulation Bemis,  86, 87, 91 

As  a  remedy Parsons,  181, 182 

Effectof Par8ona.18I.182 

Secrecy  of  private  companies.  BamJB,89,91 

Publicity  of  corporations  (see  also  Aeoountg  of  corporationa;  Uniform 

Diacnssed  generally  ._ Rloe,786 

AooountB,  difficulty  of  interpreting Greene.  480 

Annnal  reports,  natnre  and  desirable  contents,  discussed  generally..  Greene, 
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Publicity  of  corporations— ContJDned. 

BalancR  xheeta.  proper  itemH  to  be  published,  diacnsaeil  .  Qreene.  403, 403 

Competitors,  information  obtained  hy  becoming  atockboklers.  tireene,  478, 4711 

De8irabi]ilT0f_.   _    _.   ..  Rice,73G 

Expert  auditors,  inTeetigation  by,  advocated    _ Ureene,  470, 41)2 

Stock  eschangea.  requirement  of  reports  of  corjiorationa  by. .  Greene.  470, 493 

Trasts,  remedy  for,  diBc^uBsed _ Qreene.  482 

Undesirability  of  exceseive  interference _  Qreene.  493, 491 

Pullman  Palace  Car  Company,  facilities  of WUBon.608 

Railroads  (eee,  also  nnder  anb^ects) : 
Bonds.     (See  Bonds,  railroad.) 

Conneotiona.  valne  of  -     - Adams,  376 

Efficiency  of  tieTvice,  comparison  of.  in  different  countriefl  ..  Parsons.  139-141 

ForeiRD  chartera,  operation  in  mate  permitted,  Minnesota TeiBberg.  305 

France,  government  rights  of  pnrchase Adams,  386 

Punctitins , FarBOU8.126 

Government  regulation  desirable Schiff.  777 

Increase  of  business.    .   _ Nicholson,  737 

HHrmonioua  action  desirable.-- Si-biflf,  771 

Mileage,  in  MisBissippi  Valley Markhain.  455 

Proportion  in  Southern  States -  M»rkham,436 

Power  of,  over  producers  of  commodities. Ripley.  387-288 

Prussia,  terms  of  government  pnrchase ..- Adam3,386 

Rates.     (See  F'reiaht  rate.»,  I'ansenger  tickets,  Passeiifier  traffic.) 

River  tranaportatTon,  relation  to Bryant. 397. 338:  Markham.425 

Soatbem  States,  conditions  generally. -     Dunlap.  1-4 

Shi>rt  roads  unprolitable  Dunlap,  13 

State  regulation.  Minneaota Teisberg,  301-365 

Steamship  companies  relation  to -- -_-  Gaillaudeu,  443,444 

Systems,  geographical  division Schiff.  773 

Telegraph  business,  no  precedence  in  general.- Chand'er.  190 

Use  of  special  wires Chandler.  199 

Terminals,  great  valne  of .   Adams,  376 

Massachusetts  ..       --.  .- Jackson, H44 

Valuation,  investigation  of  by  Federal  Government  advocated- Adams.  381-.384 
Michigan Adams.  874-38S 

Ilailroad  and  Warehouse  Commissicm  of  Minnesota,  ormntzation, 

powers  and  policy .- - -.  Toisberg,  361-385,368 

Railroad  Commisaions: 

Calif omia.  charact«r  and  decisions  of _ StubbB,767 

Georgia,  rates  fixed  by- - -..  Dunlap,  1-3 

Massac huaetts,  powers  and  working Jackson;  Ripley 

Powers,  discusaed-- -. Wilson, 690, 6111 

Relation  to  railways Wilson. 690. 681 

Southern  States,  attitude  toward  Southern  claasificalion  on  inter- 
state traffic - - -..  ..     Lttiigley.8fl3 

Tennessee,  rates  not  fiaed  by , UaTaDt.7 

Railroad  Conductor: 

Editorial  regarding  relief  departments _.  Fuller,  .58-59 

Eitractsfrom - -_ -.  Fuller. 20, 31.37 

Rails,  steel,  export  freight  rates  .-- Anderson. 643 

Raisins: 

California,  condition  of  industry    - Wheeler.  758. 754 

Conperation  o(  California  producers Stubbs,768 

Rates.    (See  DiscrimiTUitUma;  Export  rates;  Import  nilca;  freight  ratca; 
I^sstpitger  traffic, )  ■ 

Readine  Railroad: 

Antbiacito  coal  business Harris.  !>96-«ll 

Intlnence  on  prices  .  - - Stearns,  583 

Tonnage Sa ward, 514, 515;  Haddock,.527;  Harri8,:Vi8,6ul.608 

Baltimore  and  Ohio,  relation  with .   -  Hurrie,  608,609 

Bankruptcy  and  reorganization --.  Harris. 604, 605 

Black  list  of  discharged  employees  aaaerted Fit^patrick,  835 

Capitalization  generally Woodlock,  4ri.5, 456;  Harris.  597. 598 

Of  coal  lands - .  Greene,  473; 

8award,S17,619;  Haddock,  583;  McLeod,566;  Harris,  604,  OOS 
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Sesdinff  Bailroad — Coutmned.  Pace. 

Central  Bsilroad  of  New  Jera«y,  pnrohase  of  itock Woodlock,  454, 455; 

areeDe,4T1.4T6;  McLead,0T2;  Uarria, 807-009 

Coal  landa,  purchase  of,  forcad  by  competition Haddook,533 

Earlier  atteiapa  to  control  Jersey  Central  and  L«higbVaIlef.  Oreene,471.475; 
McLeod,5T2;  Harris. 607-600;  Bice, 787,788 

Labor  orKanizationa.  antagonletlo  to Fitzpatrlck,  883, 884, 837-840 

New  England  territory,  extension  into.  In  1893 HcLeod,  567, 574 

Receiverstaip  and  reoTKuiization HcLeod,  ST3, 573 

Relation  to  snbordinate  and  preceding  companies _  Harris,  597 

Etaorganization  and  capitalization Greene.  472;  Harris,  507, 508 

Bice, I. L., connection  with Bioe. 737-830 

Keceivera,  policy  in  seleotioD  of areene,480;  Bice, 741 

BecipTOcity  tre&tjr; 

HaQnfactiiring  indoBtriea  in  Canada  opposed  to _ Howes,  718 

Necessity  of ,  with  Canada. Howes,  713,715,718 

B«f  rigerator  cars : 

Ualifornla  fruit,  transportation  of  _ Wheeler,754 

Operatioii  by  separate  companies,  deairahlilit7  of Stnbbe,  TUO 

Trsnacontinental  fmit  transportation Stabbs,  767, 768 

Regulation.     (See  Accounts;  Interstate  Commerce  Commution;  PuHUs 
ulilitifs;  flailroadconnnisstona.l 

Selief  departmenta  of  railroads: 


Brotberhoods,  replies  of  lodges  regardii^ FtUler.  60-67 

Congress,  laws  paoted  by,  regarding Fnller,69 

Cost  of  insnrantK  in FaUer.33-.5S 

Disapproved  by  employees Fitzpatrick.  883 

Labor  organizations,  tendency  to  prevent  membership  in Fnller,  43, 

49. 67.60-67 

Liability  for  damages,  in  lien  of Fitzpatrick,  833,836 

LobbytnK  by  railroadB,  legislation  on Fnller,  50-.')3 

Memliership.applicatioii  for  blank  forms Fuller.  43, 47-S8 

Obligatory..- FnlIer,4a,47,48,52,53.59-69;  Fitzpatrick.&^,e36 

Prohibition  of  compulsory, advocated _ FolW.tO 

Payments  b^  employes Fnller.  43. 63, 58 

Penn By Ivania  railroad Anderson,  637, 0-SS 

Beleaee  of  employers  from  liablillty  by  means  of FnUer,  48-03, 59-69 

Beorganization  of  railroads : 

Bnaineas depressions,  rendm^  necessary  by ...    OTeene,487 

Capltalizatiun,  effect  on  bonds  and  stocks. Bipley.2Ul,29T.298: 

Glreene,487.488 

Canses Taloott,6S8 

Committees,  mathods  of  establishing  and  procedure    Oraene.  488, 489 

Courts,  policy  regarding  _ Qreene.  489 

Flied  charges,  effect  on Ripley,298 

Minority  stockholders,  protection  of  rights  of Greene,  4^,  489 

New  York,  Ontario  and  Western  Ballroad Chi1d8.602 

Beading  Railroad Greene,  473;  McLeod,  573, 573;  Harris.  597, 596 

Richmond  Oas  Works Bemia,97 

Biver  transportation  (see  also  Miasiwippi  River;  Water  traTisportatioii ) : 

Amonnt __ Anderson. 638. 046 

Boats,  where  built - -  ,  Bryant,  397 

Decrease  of  traffic BiIarkbam.43.V436 

Freight  rates,  coal.  Plttsbni^  to  New  Orleans,  _._ Anderson, 643 

Improvements,  beneficial  effects And8rson,646 

Navigation,  dangers  to  _ Bryant.  387, 388 

Season,  shcntening  and  reasons Brvant,  303. 394 

Southern  rivers Grisw61d.621:  Talcott,S38,629 

StatiHtics  of  traffic -..-  Bryant,  388, 889;  Mar kham. 426-437 

Bocky  Hountain  States,  allied  discrimination  In  rates Griffith.  849-854 

Botterdam,  telephone  rates  and  service Bethell.  Tflli.  79."!,  797 

Boust about*  on  Mississippi  River  boats Bryant.  3B5 -307 

Bubher,  raw  material,  sources  of Bice,  735 

Bural  free  deliTerjr,  compared  with  telegraph  serrloe BobertB.373 

Bosaia,  poIl«r  of  railways  in F^uvons,  137 

Safety  (see  ^ao  AccidetUs),  comparison  under  public  and  private  man- 
agement  Parsons.lSS 
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Safe^T  nppliancea;  Page- 

Allowed  to  become  defectiva _ _ FnlleT.41 

Enginefl,  reiinirement  on,  advocated Puller,  41 

Sigrnals,  interlocUDg,  MiimeBota TelabeTg,368 

Ocean, Genusny  and  Great  Brltoin,  reKuUtioo  coDcemlug _  Penje,  404 

Great  Lakes,  accommodatioiis Penje,  400-411 

Cbaracteristics , PoiiJe,411 

Conditions  of,  generallr Pwije,  401-408 

ElamingB Penje,  4(K) 

Pood  - Penje,  400 

InsnfBciencj  of  crews -  Penje,  40.),  408 

Methods  of  procnring _ Penje,  403,408 


Number  of  Beamen,  small .Penje,  400 

Regntation  necessary.- _ _ Penje.  403 

Wages    Penje,  401,405-100 

Ocean  deep-sea  sailor.  dlBappearanoe  of Uuillauden,  450, 451 

Ueicbants  and  Miners'  Transportation  Company,  contract  with. 

Hayne,  413-416 

Pood  of- -  Uayne,41S 

Nationality  of --.  Hayne,  417 

Policy  toward Eayue.  433 

Shipping  articles  as  a  contract Hayne,  413,414 

St.  Louie : 

Discrimination  in  favor  aa  against  Memphis Davant,  8 

Sontheru  trade,  opposition  to  Cincinnati  and  Chicago  for Wilson,  69:3 

Favorable  relation  tO-- Wilson,  604-605 

Trade ..  Harkham,  436,437 

Bt.  Xiouis  and  Hissiseippi  Valley  Transportation  Company,  organiza- 
tion  - -- Hark  ham,  436  ' 

St.  I.ouiB  Bridge  rutee  compared  with  Brooklyn  Bridge Parsons.  145 

St.  Louis  TrafQc  Bureau,  case  regarding  transcontinental  rates 

Wheeler,  744;  Stubba.  757-783 

Saloons  owned  by  employers,  evils Barter,  308.309,316 

San  FranciecodiscriminationrateafromEastemcities,  case  regarding. .  Wheeler, 

743-748;  Stubbs,  757-761 

Import  rates,  effect  on .  Stubbs,  761 

Manufacturing  intereets  in Wheeler,  7,')3,753 

Ocean  traffic - - Wheeler,  744, 7.'>0;  Stubbs,  7.^.763 

Telephone  service  compared  with  Stockholm -  -  Bethell,  BOS.  807 

War  Department,  aUeged  discrimination  in  le:tiug  contracts  for  sup- 
plies  -- ..  Wheeler,758 

San  Francisco  Board  of  Trade,  nature  and  organization Wheeler,  743 

Savannah  freight  rates  compared  with  Atlanta  rates McGovern,681 

Scandinavians  as  sailors   -  - Penje,  401 ,  403 

Scotland,  public  and  private  monopolies  in Bemia.  94 

ScrontonCoal  Company,  purchase  by  Ontario  and  Western  Railroad .  Childs.407 

Scrip  dividends  prohibited  in  Massachusetts    . . . .  Jackson,  844 

Seamen's  TTnion,  International,  American  Federation  of  Labor,  rela- 
tion to  - Penje.  401 

Membership - -..- Penje, 401 

Old  Dominion  Steamship  Company,  relation  to Gnillandeu.  4-iO 

Statutory  amendments  suggested  by  — ---  Hayne.  4'J2, 433 

Securities,  American,  scarcity  in  Enrope SchifE,776 

Senate  Committee  on  bterstate  Commerce,  report  on  railway  diacrimi- 

nations  -- - Parsons.  120,138 

Ship  subsidies  (eoe  aiao  Merchant  Marine,  American) : 

Advocated- - Anderson,644 

Bill,  donbtfnl  effects  of Bryant,  300, 400 

('oostwise  trade  not  necessary  for.- - -- Hayne,  431 

Deprecated  -  - - Howes,  704-700, 7U 

France,  policy  in- - - .    Howes,  706-708 

Great  Britain,  policy  toward Howee.  706-708 

New  Orleans,  sentiment  in  respect  to.  Bryant,  399, 400 

Ships.     (See  Water  trann/iortatioii.) 

Shipwreck  benefit  of  Lake  Seamen's  Union Penje,  400 

Signals,  interlocking,  JUlnnesota - Tei«berg,863 
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Binking  fliDd,  difficnlty  presented  by.  In  caae  of  receivership Ripley.  806 

Sliding  acEkles: 

Anthracite  coal  field Steam s.  593, 094 

Longahoremen    _ Barter,815 

Soci&lism,  relation  to  government  ownership Foote.lIS.llS 

Soda,  conditions  ot  manufactnTe  and  bnsiness  diecnssed Bacon, 7S-76,S0.81 

South  Africsn  war,  eSect  on  Boston  trade Howea,  TOO 

Southeastern  Zreight  AaBOCiation: 

Functions Onillandea,  443 

Geographical  extent McGovern.654 

Southeiutem  UiBsiseippi  Valle?  Aowociation,  Keogiaphical  extent  .  _ . 

McOovem,654 

Southern  classification  (see  also  Classificatimi  of  freight): 

AdvanceB  made  in Langley,  860, 803 

Character  discussed - MBrkham.44l 

Increase  in  rates  nnder,  1900 _.  LangJey-McQovem 

CI aasili cation  iasnee HcGovem,655 

Coffee,  action  of  in  respect  of —  Langley,  885, 866 

Financial  functions  not  possessed  by McGovem,65J 

Letter  from McQovem,65a 

Methods       - - .  Mo(ioTem,653 

Object*  - - McGovem,  653 

Organization  and  membenbip. MoGovem,  662, 653 

Policy  toward  Soathem  business HcGOTem,683 

Hallway  mileage  covered.- _ McQovem.esa 

Territoryof- _ Langley,860 

Underbilling,  DO  power  to  prevent HcGoveni,673 

Southern  Pacific  Company; 

Central  Pacific,  relation  to Stubbs,  757, 764 

Colonist  rates -   ,.- Wheeler, 755 

Description  of  raUroad  system Stubi«,737 

Import  trafBc  and  rntes - StnbbB.763 

Nature  and  powers  of  corporation... Stnbb«.7S7 

Politics,  interference  in ..     Wheeler.  754 

Belief  (iepartmeat,  referred  to Fuller,  48.69 

Transcontinental  rates,  action  in  suit  regarding Stubbs.  758 

Union  Pacific,  consolidation  with Woodlock,p.46a 

Southern  railroads: 

Conditions  generally Dnnlap,  1-4 

Consolidation,  probable  effect Wilson.  1.92 

Disadvantages  of Markliam,441 

Discriminations  between  persona,  stability  of  rates Wilson,  69S 

Discriminations  between  places,  caUBSB  of PMBona,  128, 133. 133 

Division  of  traffic  to  South Wilson,  690 

Intereatof.  in  developing  Southern  territory -.  Langl6y,862 

Mileageof- MoGtovem,68a 

Compared  with  Northern  railroads Langl6y,864 

Policy  generally.  ■.  Gufllaudeu,  448 

Rates,  injustice  of,  to  Ohio  River  territory  Wilson, 692 

Short  lines  unprofitable ._ Dnnlap,  1,3 

Asheville  Line,  not  a  factor  in  rate  making McQovern,B8(l 

Central  Railroad  of  Georgia,  competitor  of MoGovem,  682, 683 

Cincinnati,  New  Orleans  and  Texas  Pacific  Railroad  Company,  rela- 
tion to .-  Wilaon.BM 

Freight  rates  acii  profits Davant,6 

Net  earnings,  increase  in Langley,869 

Southern  Railway,  Southwestern  Investment  Security  Company,  relar 

tionlo  . -. Wll8on,693 

Southern  Railway  and  Steamship  Assooiatiou Talcott,038 

Southern  States: 

Freight  rates,  to  cotton  mills Dav»nt,5-8 

fncreaae diBcussBd  Bacon, 73. 74, 75,79-88;  L»ngley,863;  Dunlag,3-4 

Trade. competition  for Markham,488;  WDson,687.e89 

Division  of,  between  railroads. .-  Wilson, 687, 689 

Western  railways  excluded  from. -  Langley.STS 

Southwestern  Investment  Security  Oompany,  relations  to  railroad  com- 
panies   WUb<mi,»98 
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Bpeculfttion:  Pago. 

Bosinen  f aTor«d  lijr  Weatont  Union  Telegrapb  Comp&njr Randall,  244 

Grain,  effects  on  prices Teiaben[,872 

ByfarmerB - -    Tefaberg,372 

NOTthernPacJfloIUdlroadaea] Rice.  743;  Schifl,  772 

Stock  gunbling,  effect  on  pnblic Parsons,  155, 156 

Stocks  disctweed  generally ..  _ Woodlock.  465, 466 

Effect  on  valno  of  eecurities Woodlock.  465, 466 

Llstlngof.  on  exchange, characterof Woodlock. 406 

Spencer,  Samuel,  evidence  before  Industrial  Coumissiou.  referred  to._  FnlleT.34 

Spoil*  eyetenk,  evils  of,  in  municipal  administrations  (see  also  Civil-^iervice 

examination  »ystem) Bemis,  102 

Spotters,  railroad,  practices  criticised Jjindenberger,333, 334 

Standard  Oil  Company; 

Advantagea  of,  over  other  companies. Pargons,  129,  IHO 

Competition,  absence  of Parsons,  13B,  ISO 

Freight  discriminations,  investigation  of Parsons,  lliO 

Interests  in  other  industries BemiB,100 

Rail  ways,  partnership  with Parsons,  129, 130 

State  Examiner  of  Wyoming,  paper  regarding  pnblicacoonnting.. ..  Foots,  105 

State  railroad  commissiona     (See  Riiilroail  commimiimn, ) 

Steel, relatirepriceoF  American, in  Americaand  England. .  Howes.  (700,707,708) 

Steel  industry,  competition  by  small  estabJishments Waterbniy,  137 

Stevedores  (see  also  Longshoremen) : 

Coaatwise  trade,  how  employed  in Hayne,4l5 

Great  Lakes,  system  criticiaed Barter,  308. 810, 316 

Merchants  and  Miners'  Transportation  Company,  conditions .  Hayne,  410-417 
Wages  -  -  -  -  - - Hayne,  41fj-117 

Stewart,  A.  T.,  preferential  rjt«a  to. - Parsons.  132 

Sticluie^,  A.  B.,  statement  on  railway  practices.. Parsons,  129 

Stock  dividends: 

Advisability  of  declaring Schiff,774 

Instances  of  proper  declaring Si-biff,  774 

Prohibited  in  Massachusetts Jackson.  844 

Stock  exchanges: 

Auditing  of  corporation  acconnte  by_ , Qreene.  479, 483 

Banking  interests,  nse  to Schiff,776 

Listed  and  nnlisted  stocks  . _ Woodlock. p. 46i( 

Rules  regarding  liating  of  corporations  on Greene,  483 

Speculation  on,  character Greene,  483 

Effect Woodlock,  460, 466 

Stock,  watering  of.     (See  Capitalizalion.) 

Stockholders  (see  Corporations''. 

Stockholm,  telephone  service  and  conditions Betbell,  80:(-8O7:  Parsons,  884 

Stocka,  market  value,  liow  fiaed Schlff,  773, 774 

Street  railways: 

Boston  system --.  Jackson,  843, 844 

Capitalization Bemis. 87-93 

Coat  in  different  cities     - Foote.118 

Electricity,  effect  of  application Adams.  iJ2"i,  828 

Eiifjiand,  operation  in  .__ ._ Bemis.  102 

European  inferior  to  American - Adams,  828 

FTaiichises.iiidefinite.have  workedsatisfactorlly Adams. 8^9, 8^0 

Local.s.vstem  unsatisfactory  .  ..   ._ __   Adams,  827, 828 

Qpneral  character  and  importance Adams,82-') 

(ilaagow,  operation  in Parsons.  140. 1-1,);  Adame.828 

Growth  still  in  elementary  atage Adams,  826 

HighwayH  should  be  separated  from , Adams, 82«, 830 

Net  income  per  mile   _ __ Bemis, 91 

Passenger  receipts Bemis.  91 

Vestibulcd  cars  required,  Massachusetts _ Jackson, 842,^43 

Strikes  (see  also  Arbitration;  /lUKnc(ions): 
Anthracite  coal.  1900— 

Described _..  ..  Saward. 510, 516. 520;  Stearns, S92-194 

Condition  of  miners  . ..  ■ Greene, 474 

Demands  discussed Sawurd.  .i20:  Fleming,  (,)42}:  McLeod.  574-576 

Effect  on  bnsinees  and  prices  .  Childs,4e0;  Haddock,  527. 628:  WaU«r,54e 

Boycotts,  distingnished  from Foiler,70 

16a 7-2 
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Strike*— Continned,  Pwo- 

Brotherhoods,  effect  Is  redndng ,.  Faller.70 

Buffalo  freight  handlers _ Barter.  308 

Conciliation  and  arbitration  aa  remedy  for Oieene,474;  Saward.SSO 

Conrta, attitude  regarding _..  Pnll6r,70 

lnt«rBtat«-cointnerceand  antitroBtlaws, effect  cm.. ..- Failer.TO 

LoDgBhoromen  organizations, eSect  on Barter,307,S08, 315,319 

Mails,  effect  of  laws  regarding FoUer.TO 

Violence  diaconraged  bv  labor  organisations Bart«r,808 

Subsidy.     |SeeShip  stibsidy.) 

Subways,  telephone,  functions  of Bethell.T79 

Sunday  labor: 

Advantage  of  Sunday  as  a  reel  day Fuller, S3 

Employeea'organiEationa,  resolutions  of- Faller,33.38 

ExcursionB  advertleed  by  railways.  ... „ Puller, 96. 30 

Legislation  by  Coneress,  advocated Faller,34 

State  taws,  evasion  by  railroad  companies Paller,d4 

Surplue  eaminga: 

Railways.  ns«d  to  improve  property  in  some  cases Bipley.  !)04. 306 

Telegraph  companies,  bow  used Chandler.  IM 

Suspeneionof  employees,  discussed  generally Fuller,  18 

Sweden; 

Labor  conditions  and  wages Bethell.801 

Merchant  marine Howes,  711 

'     Telephone  oondiUone,  rates,  etc Bemis,400;  Bethell, 803-WT 

Switching  charges: 

Determined  by  individual  railroads Bacon.  8S 

Uinnesota Teiaberg,3ai,369 

SwitEerland: 

Area  and  population Clark,  307 

Peder^  Conncil.  argument  of,  favoring  government  ownership  of 

railways- -..  ..- Paroone.  124. 12.'> 

Railways  -- Parsons,  124,13^ 

Tel^rapb  aystenis,  extent  of -_  Clark.  3<1T 

Telephone  conditions Bethell.  789, 7W 

Syndicates,  financial,  formation,  objects,  and  pnrpoees Schiff.  77Q 

Takoma  Park,  D.  0.,  waterworks ..  Foote,121 

Tariff: 

Alkali  products, protection  of... Bacon, 80,85 

Discriminating,  on  goods  carried  in  bond,  effect  on  New  England 

shippers.-- - ,.  Ripley.SKO 

Effect  on  jobbing  trade Lang1ey.'j72 

Tariff,  pi-otective: 

Import  freight  rates  affected  by Ripley,  300 

Railways  affected  by  operations  of Parsons, 133 

Tariffii,  railroad.     (9ee  Rales.) 

Taxation; 

War- revenue  tfti  evaded , Roberts,  273 

Telegraph  companies,  methods Ghandlet,204,S05;  Clark,3ie.317 

Taxation  of  railroads: 

Apportionment  by  mileage  condemned Adams.  383 

Depreciation  in  value  of  property  in  Michigan  ... Bipley,  306 

Michigan -  , Ripley,30S;  Ad»ma,874,883,»81 

Minnesota - Telsbei%,860,367 

State,  discnssed  generally Adams,  882-384 

Unproductive  property Adams,  881 

Telautograph... Clark,2:t0 

Telegrapk  (see  also  jlfac/t?nt'  telegraph}/) : 

Agreements  between  Postal  Company  and  Western  Union  Company- . 

Chandler,  105. 188 

Aim  and  object  of ..- Roberts.  {967);  Hitohcock.SlM 

Baltimore  and  Ohio  Telegraph,  reaeoue  for  sale . Parsons,  888 

Capitalization  of  compiiniee Clark.  211 

Cost  of  reproduction  of  plant Clark.  315 

Foreign  and  domestic,  compared  ,- Clark,21$ 

Franchises,  patents,  etc.,  covered  bv Chandler.  IM 

Valoe  of  plant,  how  it  should  be  estimated Clark,  214, 215,23S 

Western  Union  Telegraph  Company,  discnssed Panona,  880, 8S0 

Excessive --.  Parsona.l8S,lH6,e8»,8» 
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Coat  of  coiMtmction Ghandler.304 

Disparity  of  comparisoDB Clark,206 

DiBtiincee,  miarepreeentation  of,  by  Western  Union  Telegraph  Com- 
pany   - Roberts,  371 

Employees,  honra  of  labor Chandler,  200 

Organization Chandler,  200 

Pohcy  of  Weetem  Union  Telegraph  toward Hitchcock.  693 

Wages,  low  rate --- Fuller,  11 

Women,  peroentsgeof Chandler, 206 

England  compared  with  American. Parsons.  18S,  880, 687 

Deficit  in  ODerution_ Parsons,  188-190 

Discnssed aark,211-31S,315,31d,326,331;  Parsons, 887,888,880 

Beasonsfor.- _. __  ParsonB.lBO 

Eesiilts  of  public  operation    Parsons,  188. 184 

Extent  of  Bervioa  in  United  States Clark,  907, 233 

Foreign  and  domestic  aystems  comnared..  _.  Clark,  307, 218;  Parsons.  165, 886 

Franking  privilege,  abolishment  advocated - Chandler.  1117 

Abuse  of - Roberts.  270 

Account,  of  value  kept Chandler,  106 

Condemned- ...    Randall,  2.'>0 

Effect  on  rates  in  general „ Chandler,  198 

Issuing  of,  methods,  and  reasons 

Chandler,  106, 197;  Clark,  333;  Randall.  259 

Policy  of  isaning _.  .._  ParBone,888 

Issnlng.  by  Western  Union  Telegraph  Company __  .     Parsons,  191 

Oovernment  ownership  and  operation  diacassed  ..  Clark,  206;  Hitchcock,  800 

Advocated  .  _ Roberto  (266-368, 373, 374) ;  Hitchcock,  890-896 

Authorityfor   Parsons,  183, 183;  Roberts, 266 

Compared  with  rural  free  delivery -..  Roberts, 379 

Deprocat^'d  .  _  _ ,   Clark.  3:iO.  233 

Favored  by  certain  organiiations Randall,  848;  Hit«hcoclt,  H90, 801 

First  oiierated  by  Government Randal!  243 

Poatal  8i;i'vice,  impossible  to  compare  with.-- Clark,  227, 238 

Proportion  under     .      -   .    - Randall. 244  ' 

Proposed  method  establifihing Hitchcock.  895, 806 

S3'Stem8  compared Parsons.  173. 183-185 

Saving  by Hitchcock. 803 

instruments,  iraprovemente  of Hitchcock.  891, 603 

inventions,  opposition  of  Western  Union  Telegraph  Company  to ,  Parsons.  8^H 

Of  Patrick  B.  Delany -     Hitchcock.  891 

Letter  telegrams,  proposed  system  of Hitchcock,  804 

Messages,  average  cost  of  operation  in  United  Stotes Clark.  234 

Precedence  in  messages - Cbandler.  100 

PressaMOciations,  service  to  Olark,310,311.219 

Rates,  average  expense  of  sending  messages Chandler,  lU-l;  Clark.  834 

Baltimore  and  Ohio  telegraph Parsons,  888 

Commercial Clark,200 


n  foreign  countries Parsons.  tN6-l«e; 

Cbaadler,202;  Clark, 208-300-911,318,325-236;  Randall. 2^4.351 

Decrease - Chandler,  20:(;  Clark.  214 

Attempts  discussed Clark,  215 

Impossible Clark.  227 

Different  kinds,  described Clark,  309. 210;  Ohandler,197:  Randall,  258 

ElTect  of  agreements  between  companies  on.- Chandler,  195, 198 

FtTect  of  reduction  in--- Hitchcock, 803 

Gtovemment,  charges  to -.,   Ciark, 210,211 

Method  of  fixing Chandler. 303;  Clark,300.314.3l5 

Press  aatwciationa Clark.  910. 311 .  219 

Range  of    - -_ Chandler.  194 

ajuarea.  system  described Clark,  309, 310 

Uniformity Cbandler.  195;  RandaU,351.2.)7 

United  States,  statistics Randall.  3-"i7. 858 

Spoed,  present  limit  of Randall,  35,5 

Stations,  number  of, in  the  United  States . .     Parsons.  8H6 

Strikeof  18^3 HandaU,859 

Taxation  Of Chandler,  304, 205;  Clark,  216. 317;  Pajsons,  lSo,l86 


1138  INDEX   OF   TE8TIHOHY. 

Talegrapli— Oontanoed.  p»8b. 

Telegrams,  average  namber  of  words  in  United  States  and  Oreat 

Britain __ _ Parsons.SS? 

Wanamaker,  John,  TiewH  on  t«legiaph ParscMU.SaS;  Hitchcock, 891 

Wiree.lifeor _...  Clark.222 

UnderKTonnd  BVBtem  _ Ch»ndler,3(M;  Hall, 817. 818, 831 

Word-connt, defined Cliirk,210 

Telephonea  and  telephone  Berrice  (see  also  American  Telephone  and 
Telegraph  Company;  New  York  Telephone  Company) : 

AcoonntB,  fabe  bookkeeping  of  oompaniee - PEVBono,  178, 179 

American  and  European  oompared _ Bethell,  784, 786, 787~8D7; 

Hall,31Si  PareoDe.8M 

Cities,  comparison  of  service  with  small  towns Bethell,  808. 809 

Comparison  of  aervioe  in  varloOB  places -  Parsons,  834-885 

Cooperati  ve  Telegraph  Company  of  Qrand  Baptds,  Wis Parsons,  888 

Development,  early  improvements HaU,  817, 816, 819, 831,822 

Discriminations  Id  rates,  none  in  New  Tork Bethell.  8 10-81 S 

England,  operation  in Bemis,100 

Eichan^connectionB, annual-- Hall. 831 

EziiendUnrea  .   Hall, 823 

History - HaIl,817-823 

Interior  Department,  service  of Parsons.  8S8 

Department  of  lAbor  investigations Bemls,  101 

Long  distance  chari;^,  how  established _  Hall,  619 

Effect  of. on  telegraph - Clark,22S 

Heesage  rateBjBtem.itasnpenority  and  fairness Bethell. 780,781, 783, 793 

Metal ac-circnit  service,  its  introdoctian  into  local  exchanges Hall.  818 

Mnoicipal  operation,  development  of  service Semis. 100 

Manhattan,  Kans _ Bentia,  101 

Public  nse  in  Oermany,  Norway,  Sweden Bemis.  100 

Rates— 

Average  message  cost -  Hall.  831 

Determination  of - - Hall.  818 

Early  basis  of  - Hiill.»18 

Effect  of  lower,  on - Bethell,  610, 611 

Ezceseivo.  of  private  compuiks Parsons,  1T3-1  TO 

Flat-rate  qnesti on - -..  Parsons,  883 

New  York. diacnseed Bethell. 780-783.810,811.813 

Public  and  private  compared Parsons.  173-170 

Secrecy  of  uieseaees BetheU.813 

Undergronnd  mileage , Hall,  831 

Wageeot girls - .  Parsone.SSS 

Temple  Iron  Company,  pnrohase  of  independent  anthracite  oompaniee 

by Haddock.5ai 

Terminal,  railroad,  valne  of -. AdMns,376 

Valoe  not  incladed  in  assets  in  MaseachosetlB Jackson,  8U 

Texaa  antiacalping  law,  decision  on - Lindenberger,  S49 

Ticket  brokerage: 

Oeneral  diacnssion Li adenberner, 318-860 

Character  of  iarokers  --- Lindenberger, 360, 355, 857 

Frandfl— 

Brokers  belp  to  detect Lindenberger,  S5S.  350 

Charges  of.  sxaiiiBt  ticket  brokers  ansQpported Lindenberger,  834, 335 

Reward  for  detection  offered  by  American  Ticket  Brokers'  Asso- 
ciation    - ---     - Lindenberger, 825 

Onaranty  to  passengers. .- ., Lindenberger,  ;«2, 349 

Number  of  brokers  In  United  States Lindenberger,  320 

Railroads— 

Depend  on  support Liiidenberger,  351 

Tickets  bonght  from  - - Lindenberger.  826, 350,853. 357 

Reduction  of  rates  by  brokers' competitkm Lindenberger, 336, 387 

Short  limit  tickets  -  Lindenberger,  853 

Wages,  effect  on - Fuller,  71 

Trade,  balance  of,  with  Canada How«b,714,715 

Trade  centers,  railroads,  metiiods  of  bnildingnp Uarkham,  488,480 

Trade  holding,  defined ...  Nicholswi,  731 

Traffic    {See  freight  Ini^c:  Passenger  traffic) 

Traffic  associations,  consolidation Bacon,  74. 70 
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Tramp  atftamen:  ^••e'- 

Boston,  abaence  of Howes,  700, 701 

NewOrkaDs Bryaat.a98 

Traaacontinental  diacriminatlonB,  dne  to  competition  of  Canadian 

PaciBc Whe8ler.74e;  StnbbB,7K 

Tnuucontinental  Fraiglit  Bureau,  natore  of  o^aaization  and  control 

orratee Wheeler, 749 

Transcontinental  railroads: 

Classification  in. baaia ----  Stnbbs.rea 

Consolidation  of  tbrongh  rontee,  advantage  of Wheeler,  747 

Discrimination,  alleged,  against  Denver Griffith,  8«(,  854 

Fmit  traffic     StDbbs,Te7 

Qeonapfaical  location.   ..  -  -    Schifl,772 

Middle  West  and  Pacific  Coast  cities,  caee  regarding Wheeler,  748-748: 

Stnbbs,  757-781 

Oraogee.ronteirgof  Bhipmentaof. Stnbbe,7&4 

Bates,  agreements  rsgaraing - Wheeler,  74S;  Stnbbs,7a4 

Establishment  of -   .  Lang] ey,  875, 876 

ImiHirt.  on  Asiatic  traffic Stnbbs,761 

Methods  of  fixing Markham,442 

Ocean  rates,  effect  of  .   .   Markham,  420,443 

Objections  to,  by  Central  cities.  - -. .,  Langley,  87.1, 876 

Bednction  in - Stnbbs,  765 

Refrigerator  cars... Wheeler.  754;  Stnbbs,  767, 769 

TratGc.  handling  of Nicholson,  T31 

Natureof.     , Nicholson. 737 

Trunk  lines,  not  desiroos  of  merging  with Schlff,  773 

Transit-in-bond  privilege,  snspension  of.  an  evil  to  certain  shippers.   Ripley,  2M 

Transportation,  importance  to  mdnstrial  interests    .     Anderson,  637-639,645,646 

Transportation,  Department  of,  establishment  advocated _._    Bacon.  77,90 

Travel     (See  F^senger  traffic.) 

Trimmer,  vessel  loading,  defined ._ Barter,  310 

Trunk-line  commiasion,  jnrisdiction  of Nicholson,  73.1. 736 

Trunk  lines: 

Railroad,  geographical  location... - Schiff,  773 

Transcontinental  lines,  attitude  toward. Schiff,  773 

Trusts,     (See  Vinnbinations). 

Typographical  Union,  International: 

Government  ownership,  committee  on Randall,  341 

Uovemment  ownershipof  telegrapb.favored.. Clark,3l9; 

Randall, 243, 243,200;  Robert8.386.367.3e8 
Membership  of Roberts, 368 

TTnderbilliug: 

Criminal.when McGovem,678 

Deiinpd UcQovem,673 

Examples McQoTem,  673 

injustice McOovem,  672 

Legislation,  adeiiuate.  to  prevent , McGovem.673 

Penalties,  suggested  modi Hcation   ..  McGtovem,  673, 674 

Railroad  agents,  practices  with  regard  to McGovem,6T3 

Soutliem  freight  clasalficBtioncoinniittee. no pow«r  to  prevent.  McQoveni,673 

TJnderclasaification  of  goods: 

Uiecriminatiouby. Griswold,633 

Penalty  against Langley,868 

Railroads,  practiced  by Ripley,  388 

tShippors, practiced  by «... Ripley, 388 

Temptation  to  practice Langley,868 

Underground  system  of  wires: 

Introduction Hall.  817, 818,831 

Telegraph  companies,  desirous  of Chandler,304 

Uniform  accounting: 

Amerioan  commerce,  effect  on Foot»,116 

Defined Foote.lOe 

Desirability Nicholson,  727 

Extent  of,  proper. _ Foot«,  lOfl 

General  interest  in Foote.  133, 133 

Interstate  Commerce  Commission,  advocated  by Nicholson,  787 

Legislation snggested,  re-i>ecting.     ..   Foot6,lll.!28 

Municipal  expenditures,  result  oil -  Foote,116 
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tTniform  accounting— Continned.  P«go. 

HnniclpolfcoT'pmitient.relation  to_ _.  Foots.  110 

Mnnii-ipal  inoDopoliee,  noceesity  tot _._ Foots,  113 

Hnnidpol  ownership,  relation  to Foote,  109.110 

NoceBsityof  ...   Foote,  103-133 

Opposition  to,  Bonrcea  of Foote,  106 

Progress,  relation  to.._ Foote,  109 

Pnblic  morals,  effect  on - Foote.  lai 

Pablio  poliuy,  relation  to Foote,  100. 121, 122 

Taxation,  relatioa  to __ Foote,  lO.'j,  109 

Union  Pacific  Kailrood: 

Bondissne Schiff,77a 

Reorganization  _ 8chlff.709 

Southern  Pacific,  commnnity  ol  intereetB  with Woodlock.  463; 

Wheeler,  746;  StubbB,7((4;  Griffith.  855 

tTnited  Fruit  Company: 

NewUrleans Brrant.397 

ITnited  Qas  Company  of  Philadelphia: 

(Consolidated  Oas  Company  o(  New  York,  relation  to Bemis-ST 

Interests  of  ,..   Bemis.ST 

'United  Hine  Workers  of  America; 

Demand  of  anthracite  operators.  1901 MoLeod..')7d 

Memberahip  in  anthracite  coalfield.- Saward.5:!0 

United  States: 

Area - - - Clark,  207 

Coalmines Howes. 715,717 

Freight  classilicati on.  diriKion  of L^cley,860 

Population  per  sijnare  mile  .     _  _    Clarfe,  307 

Postal  service  _ Clark.aoa 

Number  of  post-olticea - Parsons,  886 

Telegraph  service  nnd  development  compared  with  Gtreat  Britain  . . . 

Parsons.  165,886.887 

Bxtentof __ ._ _ Clark, 228, 32!) 

Number  of  BtAliODS  in Parsons,  886 

TradereiatioDB  with  Canada Howes,713,7irj,  716, 717,718 

United  States  Courts: 

Ko  jurisdiction  over  larceny  on  State  waters    Hayne,4l4,4t5.431-43'i 

United  States  Steel  Corporation: 

Carnegie,  Andrew,  relation  to  formation  of  Woodlock,  p.  464 

Pacific  coast,  results  of  formation  of Wheeler.  7S3 

United    States    Telegraph  Company,  absorption  by  Western  Union 

Telegraph  Company _.. _..,_.._ _.  .     RoliertH.372 

Valuation  of  railroads  {b«b  Cogt  of  comitTiiction;  Capitalizatiim). 

Vanderbilt  Railroad  System: 

Community  of  intereiits  with  Pennsylvania  system Woodloek.  p.  462 

Fast  freight  lines  of  - Nicholson.  724 

Traffic- --- - -.- Nicholgon.728 

Vessels  (see  also  Water  transporlation): 

Merchants' and  Min«s' Transportation  Co.,  inspection  of Hayne,  4IT.  413 

Telephone  system;  service;  rates Bethell.  700-791 

Capitalization  of  street  railways  in Bemla,  89 

Wages: 

Agreements  of  employers  and  employees  regarding Fnller.lO 

Anthracite  coal  miners .* ChUds.  490; 

Saward, 61.5,519;  McLeod,  567,  574;  Steams, 583, .)04 
Coastwise  transportation _,_ Penjfl,4t2 

Merchants  and  Miners'  TranspcniHtion  Company's  employees 

Hayne.  415^17 

Old  Dominion  Steamship  Company's  employees Unilianden,  448, 449 

Comparison  of.  in  different  countries Parsons.  138 

Influences  affecling  .._ Foll8r,71 

Labor  organizations,  advantage  in  maintaining Pnller,  11 

Effecton - Penje,401 

Lake  Seamen's  Union,  influence  by - - Ponje,  401 

Longshoremen,  Great  Lakes  _ -.    .- Barter.aiO.811 

Uniform Barter.  815 

Michigan  Alkali  Company ..-  Bocon.Ta.BO 
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Wftgea — Uon  tinned.  Page. 

MiMiBBippl  River  boata.  rates  of Bryaat,  895-807 

Mnnicipal  monopolies,  rate  in..  _ Benii8,85 

Itate  ware,  effect  npon Foller.Tl 

Bates,  relative,  of  different  claaeeB - Fxiller,  11 

RailwavH,  conaoiidation  of,  effect  on  .._ FnUer,  71 

Re<lnction  by employera.- - - --    Pallw,ll 

SaUoia,  foreign - Penie,4l3 

Lake PeDje,401-IO9 

Telegraph emplnveea -   ...  Clark, 317, 333, 224;  Roberts, 270, 371 

Average....' Chandler, 300 

Compared  with,  C^reat  Britain _ —  Chandler,  305 

Effect  of  sei - -- -  Chandler,  206 

Bftnge .-   - Chand]er,200 

Relationof.  to  total  expense  of  operation .,  Chandler,  SOS 

Uniformity - Chandler,  £00 

Telephone  employees,  Amsterdam Bethell.  79.'5, 796 

Uirls,  wages  of   - Pareona.SSa 

Ticket  brokerage,  effect  on..  .- Paller,71 

Wall  Street,  meaning  of  term -. Schiff,776 

Wanamaker,  John; 

Views  on  telegraph Parsons,  888 

Favors  postal  telegraph - - Hitchcock,  891 

War  Department,  alleged  discrimination  in  letting  contracts  for  snpplies. 

Wheeler,  756 
War-revenue  tax,  evaded  by  Western  Union  Telegrai)h  Company . . .  Roberta,  373 

Washington,  D.  C,  waterworks ,- Footo,  113 

Washington  (State),  telegraph  service --.  Clark, 208 

Water  power,  California,  development  in - Wheeler,  753 

Water  transportation  (seealsoCoosdcwefrawtportad'on;  Lakejiavigation; 
(keiiii  transportation;  Riier  transptrrtaiion): 

Cotton,  effect  on  rates  from  Memphis Davant.0, 7 

Differentials  in  favor  of ...   Grifflth,855 

Economies  of  steamship  and  railway  companies  compared...  Gnillandeu,  448 
Passenger  rates.  Merchants' and  Miners'Transportation  Co, .  Hayne,  418,420 

Railways,  effect  of  development,  beneficial Anderson,  638,641, 643 

Kate  cutting  (Ine  to  ._ __ GriswoId,614 

Watering  stock  {see  Capitaliztilion): 
Waterworks; 

Mnnlcipalownersbipcompared  with  private..  Foote,  111,112, 118;  Parsons,  146 

Costof , BemiB,88 

Operation  by  small  mniiiciiwli ties Foote.  13D 

Resaltsof Bemis,9T 

Private  ownerdiip  in  American  cities Bemia,ft7 

Capitalization  of  private  ownership Bemls.SS 

Stndy  of  qnestion  in  America _ Bemis,8fl,97 

Waybills: 

Deflned __ Nicholson,  739 

Necessity  of  uniformity Nicholson,  728, 728 

Wealth: 

American  sonrcesof Schlfl,777 

Concentration  of,  effect  on  opportunities  for  advancement Anderson,  049 

Consolidation,  effect  on 8chlff.777 

Defined __ _     _ Parsons,  133 

Diffusion  of,  as  affected  by  (Jovemment  ownership .  ..  Parsons,  157, 168 

Increasing... Schiff,  777 

Material,  relation  to  civiliaation Parsons,  133 

Western  cities; 

Competition  with  Eastern  cities  for  Southern  trade Markham,  439 

Competition  with  New  York Langley,859 

Western  classification: 

Character StnbbH,783 

Committee,  advances  made  by Langley,800 

Territory  of -.  - Langley,860 

Western  States: 

Alkali  products,  freight  rates  on Bacon,  80 

Classification  disadvantages  of  lack  of  uniformity Bacon,80 


.vCoogIc 


1142  INDEX   OF   TESTIMONY. 

Weetem  TTnion  Telegraph  Compaiiy:  Pace, 

Absorption  of  other  companies Clai'k,220,231;  Bobert8,272 

American  Telephooeand  Telegraph  Oompany,  relation  to BetheU.812 

Aflaets - --   .    aBrk,213.226 

ABBoclat«d  PrMS.  relation  to Randall,  347, 348 

BellTelephone  Company,  relation  to Clark,21T,2!9,326,227 

Capitalization --.  Clark, 213, 831 :  Eandall, 248, 244;  Roberts, 287, 272 

EicesBive    -- ParBona.185,186.889,880;  Randall, 242,243 

Cost  of  maintenance Clark,  215, 316, 251 

DiscriminationB  denied Clark, 228:  Randall,  25" 

Distances,  mlgrepreeentations  of Potboiib.IST;  Roberts. 271 

DividendB     -  .  -  aark, 316, 3211;  RobBrt8.270 

Employees _._  - Clark,2I7 

Black  liet  establiebed  bv  _ ftobertB,2e9 

Efficiency - -..  - Paraons,  18S,  189 

Policy  toward  .  _ _ Hitchcock,  893 

Wazesof   --- Clark.217 

Enterprise  of,  illnatrated - --  --  Clark.  331 

EipenBe8_ Clark. 316;  Rob6rtB.;i70 

Extent  of  aysteiQ.. Clark,  207 

DiBlriiintion  of  franks - PatBons.  181.888 

Government  ownership,  admiasioD  of,  in  mepect  to Roberts.  366 

United  States  Oovernment,  relations  to Clark.  32tl,  329 

Growth         -.- Rand«U.343 

International  Ocean  Te:effraph  Co.,  relations  to Clark. 228-229 

Inventiona,  policy  toward  new  .-- _ -..  Parsons,  189, 190,888; 

Clark. S2U:  Randall,340-251,353;  Roh»H8,2rO;  Hitchcock, 891, 893 

Investigatlatis of ,  by  aeverai  States. Parsons.  18-^.  186 

Labor  organizations — established  Iron-ctad  oath Robart0.269 

Policy  toward Parsons,  190, 191;  Clark,  228;  Roberts,  269. 371 

Messages,  statistics  -.- Clark. 216 

Newspapers,  tyranny  toward Randall,  246. 347 

PoUfyiobnaineBB  .   _ --  BMndall.314 

PoliticB.  connection  with.  _ _ Parsons.  Ifil 

Poatal  Telegraph  Company,  relation  to ., CUrk,239 

Profits _ Roberts.270 

Excessive Paraons,  190, 191 

Railroads,  relation  to - Clark.  333 

Service,  inefficiency ' - Parsons.  190,191 

Stockholders ..  Clark.226 

Strikes Roberts,  369 

System,  method  of  diTiaion Clark.  207 

Tenninals,  value -     Clark.  233 

War-revenue  tax  evaded  by _ Roberta.  372 

West  Virginia: 

Coalmines ,.  Howes. 715-717 

Street  railways,  capitalization  of BemiB,89 

White  Star  Line,  loss  of  steainers.. _ Howe,  704 

Whole-cargo  busineas  defined Howes,  701 

Wicker,  C.  U.,  testimonv  of - Parsons.  136, 187 

Wine,  California,  condition  of  industry --_ Wheeler,  758 

Wisconsin: 

Lumber  interests HoweB.718 

Street  railways,  capitalization  of.  .. .    Bemis,  88-89 

World  markets,  effect  of  competition  of,  on  freight  rat^s Tbomas.Ml.SSS 

Wyandotte,  Kich.,  freight  rates  ou  alk&ll  pr  oil  nets  from Bacon.  72-76, 80,81 

Wyoming: 

Auditing  of  public  accounts Bemis, 98;  Foot«,  104,  111 

Counties  of,  on  cash  basis. _    Foote,  106 

Eipenaeain Foote.l«7 

Public  indebtedness Foote.  107, 108 

State  examiner. Poote. 104-111 

Taxation,  rednction  of Foot»,t08 

Tazoo  and  Hiaaisaippi  Valley  Railwa?,  its  relation  to  Illinois  Central 

Railway .._ Harkbam.441 

Zurich  telephone  service BetheU.789 
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Accideutfl:  Page. 

inveHtigation  of  Caoftda. Oni.SSS 

New  Sontb  Walea - 954 

United  Statoe _...      826 

Report  of  England _ _ MT 

UnitPd  States - 926 

Advisor  J  councils: 

AdvantagsB  - 808 

PruBBia  _,_ 975-983 

Switzerland.- _ 060-961 

Various  oountrieB -- _ 977-678 

All ti -seal ping  laws  (see  Ticket  brokerage). 
Artioles  of  asaociation: 

Term  defined 920 

Japan _ _ _.  844-845 

Uniti'd  States,  contents  of .-, ---. 931-423 

Significance  of - 923 

Anstria.  general  statement- ^ 861 

AmomatiocoaplerB.  [Tnited  States - 933-926 

B^gage,  Canada    852 

Bankinff,  affiliation  with  railroading,  «arly  chartera.  United  Stales. ..  909 

Bells,  United  States      925-926 

Bills  of  la<iini{,  United  States 937 

Boards  of  control  and  regulation: 

Canada,  railway  committee' of  privy  conncil- 850 

England,  rnilwaycommisaion 048 

France,  mi  nisttr  of  public  works _ 956 

India. railway commisaion .,,  952-063 

Japan. 940 

New  South  Wales,  railway  commissioners 954 

Norway. minister  of  pnbltc  works 057 

Prnseia 074r-975 

Switzerland 960-961 

United  States  (see  Sitale  railaay  commUsiont.) 

Bonds,  issoe  of.  United  State* _ .  935-086 

Brakes,  United  States 825-036 

Canada,  general  stati'ment 048-952 

Canal  charters,  in  finance  on  railway,  Uniteii  States   947 

Capitalisation: 

Norway,  increase  of ___ _ 968 

Pruaaia _ 071 

United  Statea, early  charters 909 

Issne  of  stocks  and  bonda 835-886 

Stete  regnlation 023 

Cattle  gnarda.  United  States __ _ 825-826 

Civil  service  examination  systom.rallway  employees, New  South  Wales  ...      955 
Classification  of  freight: 

Canada 851 

Prussia _ 978 

Switzerland _ 959 

Classification  of  railways: 

Advantages , 902 

Foreign _ 944 

France .  ,      _.      956 

Prnsaia 968-969 
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Pafie. 

Common  carriers,  i-onstitutional  provisions  relating  to  United  States 1)17 

Competition: 

France _.._ _ ,_._ _ 8S5 

Paralleling  of  lines.  United  States 909 

Railroads  tiot  subject  to  laws  of    9i8 

Water,  inllnoncereongni;cil,  Canada  _ 951 

Conneclion  facilities,  l"niie<l  States - 927-928 

Coiietitutional  provisions.   ..    1 918 

Consolidation  of  railrouds.  United  Slates _     838-SJ29 

Constitutional  proTisions 918 

Constitntional  provisiona  relating  to  rail  ways,  Prassia 904-963 

UnitedStatea --.- - 910-919,991-1004 

Acceptance  of  the  const! tntion 918 

Common  carriers  _  _ 917 

Connection  facilities 918 

Consolidation _  918 

Employers' liiibility 018-919 

Freight  rates  . 918 

GenKral  andapecirtl  laws  _ 910-917 

Long  and  short  hanL 918 

Passes- 918 

Pooling - - 918 

Reserved  rights  of  State »!7 

Bigidityot 901-B02 

Slate  and  local  aid  017-918 

Stiite  railway  commissions 018 

Vote  of  shureholders 918 

States: 

Alabama 001 

Arkansas •_ 991 

Arizona 993 

California 092 

Colorado  _ 098 

Comiecticnt 803 

Delaware - 093 

Florida ^ 003 

Georgia _ 004 

Idaho. _ 094 

Kentucky , 001 

Illinois 005 

Indiana OffiS 

Iowa OOO 

Kansas. _._ 096 

Louisiana 996 

Maine 006 

Marjiiind    .__ , 996 

Massat-linsetts 097 

Michigan  _ 097 

Minnesota _  _ 097 

Mi.'isissippi - ,  097 

Missouri 008 

Montana --  998 

Nebraska 009 

Nevada 999 

New  Hampshire 999 

New  Jersey 989 

New  Mesico 990 

New  York  990 

North  Carolina 1000 

North  Dakota- 1000 

Ohio          .- 1000 

Oklahoma - 1008 

Oregon. 1000 

Pennsylvania 1009 

Rhode  Island 1001 

South  Carolina 1001 

South  Dakota.- 1001 

Tennessee --— ilOOl 
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Huge. 

Constitutional  proviaione  relating  to  railways— Continued, 
te  t  att's —  L'ontinneil ; 

Texas 1002 

Utah    - - 1003 

Virginia 1003 

Washington 1003 

West  Virginia..- ...; lOOS 

WiBconeii. 1003 

Wyoming 1.     1004 

Constriicti'in  ol'  railroads: 

Necessity  for.  determination  of,  France 95ri,9M 

Prnassia  96.1-068 

United  StatPH.  early  lawe - - 914 

PHrallelingofliiies.  United  States  _ 90B 

Deiiartment  of  Commnnication,  Japan _..      046 

DisLTim  i  11  ationa : 

Canaila 951 

England 047 

Prnssia 974 

United  States  __ _ 93I-93'i 

Eiirly  charters  and  lawfl 90fl,i»15 

Eminent  domain; 

France - 959 

Japan 94.'i 

New  South  Wales  ftH 

Ei-iployees; 

E.vamination  of,  United  Stat«s _ 925-936 

Pensions,  Norway - - 058 

EmployiTH'  liability: 

Constitntioiial  Ilrovi^■ion8,  United  Stjitaa  ._ ._ 918-019 

Enginceis.  lictnaing  of.  United  States.- 0ar)-fi26 

England,  general  Htattment.- - 946-049 

E.|nipinent.  United  States _ -,-  03.'")-B2B 

Fences,  Uni toil  Stares U25-026 

France,  general  stiiti-mpnt 055-857 

Freifihtruti's: 

Deterniiiintionot,  Austria 961 

Caiiadii  _  _ ___ B.)l 

.Tiii>an.. 046 

Norway _ 0,"i8 

Prussia -- - - 970-071,078 

Switzerland - 059 

UnitOfl  States  .._ 033-B38 

Pnljlicity,  Prussia   - -- .__.      971 

UnitedStntes _ 0:(3-08S,071 

Cnited  States,  constitutional  provisions B18 

Determination  ot    033-033 

Earlv  regulation _. _ 004-005 

PuM'icitj- -- -- 033-933,07! 

Revision ___ 983-033 

State  regulation,  early  laws __ B14 

Througli  rates 927-938 

PronB.  blocking  of.  United  States 03.5-036 

General  rnilway  laws: 

Canada _  _ 050-9,W 

England _   ,       947 

Uniti'dStats!s _ _ _ 011-915 

Constitutional  provisions,  rofiniring 916-B17 

Develojimcnt  of    _ B13-915 

Model chartir,  views  of  railway  men 084-088 

(Borgia  Railroad  and  Banking  Com;)any 909 

Government  ownership.     (See  PiMiC  outtcrsliip.) 
(ioverament  ratee: 

•Japan _ !M,')-946 

Norway - 057 

United  Statee,  early  chartem 910 
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Qrade  croBsinge;  P>C«. 

Cannda _ 950 

JapoD ___ ..       945 

United  States,  abolition  of 9SS-fla« 

Heatiugof  care.  United  States 925-92S 

Incorporation,  United  States; 

CSinditions  of --- 033-633 

IncorporatorB 920-931 

Incorporation  fees,  United  States _ KB 

India.  gen«ral  statement QSS-ftSt 

Inspection: 

Canada 951 


India..  _ 

Japan 945 

Norway 957 

International  agTiement  relative  to  railway  transportation 978-979 

Japan,  (general  atatetnent -.- 944-946 

Jnnctiocs,     (See  Connerlion  facilities.) 

Land,  ownei-ship  by  railways,  eaxljchartera,  United  States  _ 909 

Legislation,     (See  (terteral  railway  Uiiiv;  Special  tharterH,') 

Legislature: 

New  Sonth  Wales,  passes  issued  to  members (^ 

United  States,  powers  reserved  to,  early  iharters 000-907 

General  law8_ 933-923 

Leipzig- Dresden  Railway  (Prnagia) -..       983 

Limitation  of  corporate  life: 

France 955 

Norway ._ ___ 957 

Switzerland 958,960 

United  States  .  933-923 

Early  charters 907 

Earlylaws 915 

Liverpool  and  Manchester  RailrcHid,  charter _ 947 

Local  aid.     (See  Slate  and  local  aid.) 

Loni;  and  short  haul,  United  States 9S0-981 

Constitutional  provisions -. 918 

Magdebnrg-Leipzig  Railway  (Pmssia) 963 

New  South  WnleB,general  statement _ _ 933-955 

Northern  Pacific  Railroad,  charter 911-913 

Norway,  general  statement .,... 957-958 

Nnrembwig-Ffirth  Railway  (Prussia) _ 963 

Paeseneer  rates: 

Determination  of  Pmssia.   .- 970-97! 

Switzerland.- 959 

Publicity.  Prussia    _   971 

United  StatPB  ___ _ 083-988 

United  States,  early  laws 914 

Early  regulation 904-905 

Revision ._ 033-93S 

New  Sonth  Wales 954 

UnitedStotes _.._ 938-980 

Constitntional  provisions 918 

Police  power,  regulation  of  railways.  United  Statee 917 

Pooling: 

Atistria _  __ 961 

United  Statea _ - 93ft-939 

Constitntional  provision  B •  918 

Pmssia: 

Conditions  generally 989-983 

Constitntional  provisions 964-965 

Development,  periods  of    ..- 963,064 

Leipzig- Dresden  Hallway 963 

Magdehurg- Leipzig  Railway - 068 

Nuremberg-FQrth  Rail  way - 963 

Private  railways,  legal  basis  of 965-966 

Public  aid.     (See  State  and  local  aid.) 
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Pabllu  ownevabip:  Page. 

Frsnop 055-956 

Japan.-- - 948 

New  Sonlii  Wales _ 953-956 

Norway - 957-958 

PrOBsla 968-983 

Switiorland  - B«0 

United  States 908 

Pntjlicity  of  accoaotB: 

Canada 951 

Norway 968 

Prussia 971-973 

United  States     984-935 

Early  charters B06 

Reports  to  Uovsroment: 

Norway- - 968 

United  States 9S4-985 

Annual  reports,  early  laws -..., 909,014-915 

Reports  to  stociholders.  United  States 'J34-9a'> 

Annnal  report,  early  ohartera 909 

Eeaerved  rigbta  ot  Stst«: 
Parchuse  of  railways— 

AuHtrta -       061 

Frsnce -- 955,956 

Hew  Sonth  Wales - --.-      954 

Norway.- 9.")7,958 

Switzerland 939 

UnitedStates --  02S-933 

Const  itntional  provislona , 917 

RontinROf  freight,  United  States 924-935 

Safety  appliances: 

Canada  -- BoO.  953 

UnitedStates , .-.-  925-9^6 

Automatic  conplers . .  925-926 

Brakes 9a,V-036 

Early  charters  ..   ..- 900 

Frogs,  blocking  of 935-926 

Switches,  in terloc king  , 935-926 

Separate  coaches  for  negroes.  United  States 935-926 

Service,  riuality  of : 

India  953 

UnitedStates- 936-927 

Special  (.-harters: 

Canada 949-950 

Petitions  for 951 

England 946-947 

India  9,)3 

New  South  Wales 989-900 

Switzerland,  reserved  rights  of  State 960 

United  States- 
Banking,  affiliation  with  railroading,  early  charters .  - - 900 

Call itahzation.  early  charters - 90B 

Comparison  of -- 901 

Constitutional  provisions        ..- - 916-917 

Continuance  after  passage  of  general  laws - 914 

DiBcriminations.early  charters 906 

Early  charters 90:i-010,0ll 

Examination  of  books - -_ 906 

Oovemraent  rates,  early  charters 910 

Later  charters  .     -  ..-.   ..- 011-015 

Land,  ownership  of.  early  charters 909 

Limitation  of  con>orate  life,  early  charters 007 

Model  charter,  views  of  railway  men 984-088 

Northern  Pacific  franchise.   . 911-013 

Parallelingof  lines,  early  charters.- 909 

Petitionfor - 905 

Pnblicaid 908 

Publicity  of  accoonte 006 
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Special  charters— Continued. 

United  States— Con  tinaed,  Pbeb- 

Bates,  publicity  of 90.'i 

Regulation  of B04-mn 

Report,  annniLl.  early  charters- , 909 

Reaerved  rights  of  State 90*-»07,917 

Safety  applmnces.  early  charters  90it 

State  railway;  CO mmisBions,  early  charters 906 

Taiation,  iimitationB.  early  charters -..- 907-903 

Use  of  track  by  different  snippers,  early  charters 910 

Voting  power,  early  charters SOU 

State  and  local  aid: 

Canada 950 

France 955-950 

Norwav_ . 957 

United  States; 

Coustitntioiial  provisions - 917-918 

Early  chatters 900 

Stat«  railway  commissioDs 936-942 

Oeneral  statement  936-937 

Sonnnnryof  laws.   __ 938-942 

Constitutional  provisions 918 

Early  charters - 906 

Stockholdera,  United  SUtee: 

Examination  of  books 908 

Voting  power,  constitutional  provisions 818 

Early  charters.- !>01i 

Stocks,  issue  of.  United  States 935-936 

Switches,  interlocking.  United  States 1I25-*J36 

Switzerland,  general  statement , ...„ - 958-961 

Taxation: 

Norway,  exemption  of  railwav  property 95S 

Prussia '. 973-074 

United  States- 
Incorporation  fee 923 

Limitations  on  power  of,  early  charters 007-908 

Telegraphs: 

Rignt  to  bnild  on  railways — 

India.  ._ 858 

Japan „ 943 

Norway 058 

Ticket  brokerage.  United  States - 939-9:)0 

Tickets,  redemption  of  nnnsed,  UnitedStatea 929-1(30 

Train  service: 

Prussia H69-970 

UnitedStatea.. 926-937 

Number  of,  Switzerland — 959 

Speed  of,  Canada 9.50 

Switzerland ft>9 

United  Htates 925-826 

Turnpike  charters,  inHuencn  on  railway , 947 

Uniform  accounting.  Switzerland '. 960 

Whistles.  United  States 035-926 
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Alabama,  conBtitndonal  and  etatntory  provisions 1048-1049 

Apportionment  of  taiea  between  States 1015 

Arizona,  conatitntional  and  statutory  proviaiona 1049 

Arkansas,  conatitntional  and  etatntoiy  provisions 1049-1050 

Assessment  of  taxes: 

Centralization 1013,1018-1019,1020 

Local  aaseeamenta .  1030-1038 

Property  tai - I0f4-1090 

Benefit  principle 1038-lOSO 

Bibliography  of  transportation  taxation 1080-1083 

California,  cons titn Clonal  and  Btatatory  provisions 1050-1051 

Capital  stock  taxes: 

Development  of 1013 

Tabulated 1084-1090 

Actnal  vatae— 

Development 1018 

Generally  diecnasod 1030-1032 

Par  value       , 1020 

Development  of -.-     1013 

Colorado,  const  itntional  and  statotor^proviBions.  1051 

Conwe^tic^t,  conatitntiona)  and  statutory  provisions 1051-1053 

Conatitutional  and  statutory  provisions: 

Alabama 1048-1049 

Arizona 1049 

Arkansas - 1040-lOW 

California 10.50-1051 

Colorado  _ 1051 

Connecticut lO.M-1053 

Delaware ___ _ 1053-1058 

Florida,  __ 1053 

Georgia _ 1054 

Idaho  _ _ lOM 

niinois -  1055-1056 

Indiana -'- 1056 

Iowa -  -- 1056-ja57 

Kansas. _ 1057-1058 

Kentucky 1058 

Lonieiana 1058-1059 

Maine _..   1059-1060 

Maryland - -.     1060 

Massachusetts 1000-1061 

MichiKan __  1061-1063 

Minnesota 1083-1063 

MiBsisaippi __ ___    1063 

Missouri __ 1064 

Montana 1064-1065 

Nebraska _ 1065-1006 

Nevada  .__ 1066 

New  Hampshire 1006-1067 

New  Jersey 1067 

New  Mexico 1067-1068 

New  York --     1068 

North  Carolina- - ---- --.     1068-1069 

North  Dakota -- - 1009-1070 
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